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The Recent Behavior of Demand Deposits

Patrick 1. Mahoney of the Board’s Division of
Monetary Affairs prepared this article. Mary T.
Hoffman and Linda C. Rosenberg provided re-
search assistance for the article, and Lyle S.
Kumasaka provided extensive research assis-
tance on the survey.

The monetary aggregate M1, consisting of cur-
rency, demand deposits, and other checkable
deposits, has been less reliable as an economic
indicator during the 1980s than it was during
previous decades. In part, the deterioration in
the link between M1 and economic activity is
attributable to the inclusion in M1 of negotiable
order of withdrawal (NOW) accounts. These
deposits, which were authorized nationwide
effective at the end of 1980, serve as a hybrid
savings and transaction instrument and therefore
blur the definition of M1 as a transaction aggre-
gate and increase its interest sensitivity. In addi-
tion, the behavior of the demand-deposit compo-
nent of M1 has changed in the 1980s. The shift of
household transaction deposits to NOW ac-
counts, changes in the way businesses manage
cash and compensate banks for services, and
innovations in financial instruments are among
the factors responsible for that change. Demand
deposits have become somewhat more volatile
month to month and, more important from a
policy perspective, their longer-run relationship
to income and to interest rates appears to be
changing. In particular, growth in demand depos-
its was considerably stronger in 1986 and consid-
erably weaker in 1987 than historical relation-
ships suggested.

To obtain more information about the weak-
ness of demand deposits in 1987 and in particular
to understand better the role of compensating-
balance arrangements in the behavior of these
deposits, the staff at the Board of Governors of
the Federal Reserve System and at the Federal
Reserve Banks conducted a survey of senior
financial officers of large banks in January of this

year. The results of the survey, reported in the
second part of this article, confirm the influence
of interest rate movements on the recent behav-
ior of demand deposits and shed some light on
changing ways of using demand balances to
compensate banks for services.

DEMAND DEPOSIT BEHAVIOR IN THE 1980S

The short-run behavior of demand deposits has
been more volatile in the 1980s than it was in the
previous decade. For example, the monthly
growth rates of demand deposits have varied
over a wider range in the 1980s (chart 1). In
statistical terms, the.standard deviation of annu-
alized monthly growth rates of seasonally
adjusted demand deposits, which was slightly
less than 6 percent over the 1970s, jumped to
nearly 14 percent for the 1980-87 period. Be-
cause data on demand deposits for earlier years
have been subject to the smoothing effects of
more revisions in seasonal factors, the figures as
first published for both periods were examined to
provide the same review of seasonal factors. The
standard deviation of these monthly growth rates
was about 8 percent over the 1970s and has been
15 percent so far in the 1980s. And for not

1. Monthly growth rate
of demand deposits, 1970-87

Percent

i

9 95 1979 1983 1987
Seasonally adjusted.
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seasonally adjusted data, the comparable stan-
dard deviations also rose though by smaller
amounts, from 26 to 32 percent. Statistical tests
confirmed the significance of the increases in
variability. These wider monthly swings in
growth have made it more difficult to predict and
to interpret the behavior of demand deposits in
the short run.

More important, the relationship between
longer-run movements in demand deposits and
aggregate spending, which was relatively stable
in the 1960s and 1970s, has weakened in the
1980s. Movements in the velocity of demand
deposits, the ratio of gross national product to
demand deposits, were fairly steady and predict-
able through the end of the 1970s; over this
period, velocity rose at an average annual rate of
4.1 percent per year, in part reflecting rising
interest rates. Velocity jumped at the beginning
of 1981, however, as consumers shifted funds out
of demand deposits and into interest-bearing
NOW accounts (chart 2). Later, in 1985 and
particularly in 1986, the velocity of demand de-
posits declined substantially, and then it re-
bounded in 1987.

The shifts in velocity in the past three years
appear to be related to the pattern of interest rate
movements and to an increasing responsiveness
to changes in rates. Rates declined in 1985 and

But the responses of demand deposits to changes
in interest rates were greater than past norms
suggested. This change is illustrated by the re-
sults of a simulation of a typical money-demand
model for demand deposits (see the appendix for
its specification and discussion of other work).
The model explains the annual growth in demand
deposits fairly accurately through 1985, but then
underpredicts growth by 5.6 percentage points in
1986, when rates were falling, and overpredicts it
by 5.2 percentage points in 1987, when rates
were rising (table 1). The misses in the simulation
generally are related to movements in interest
rates; coupled with the results of estimations of
the model over more recent periods, they suggest
that the interest elasticity of demand deposits has
increased, though to an uncertain extent.

This development has caused the growth of
demand deposits to diverge increasingly from
predictions implied by its historical relationship
with spending and interest rates. To be sure, this
relationship had had episodes of unpredictability
before, such as the surprising weakness of these
deposits in the mid-1970s. But, the divergence of
demand deposits from their previously normal
relationship to spending and interest rates has
widened in the 1980s.

1. Results of a long-run simulation
of demand-deposit growth

1986, reducing incentives for depositors to econ- =
omize on cash balances and increasing the levels Demm:—depp% growth |
. percen :
of balances businesses needed to compensate ~ Year ~
their banks for c_redit and operational services Actiial o | Predicted! ||
(see the discussion below). Rates then rose —
through most of 1987, reversing these effects. :g; ----- —12-g -_1%.83,
1983..... 24 49
:g ..... ;.g g‘l,
2. Velocity of demand deposits, 1970-87 1986 18 63
e 1987 .= -9 42
e 1. Simulation beginning in 1981.

LA bR T

1971 1975 1979 1983 1987

Quarterly data.

2. Change from fourth quarter to fourth quarter of a two-quarter
moving average.

3. The model includes a variable to capture the effects of the
availability of NOW accounts.

FACTORS IN THE BEHAVIOR OF DEMAND
DEPOSITS IN THE 1980S

The 1980s have been characterized by many
financial events that have directly or indirectly
affected the behavior of demand deposits, includ-
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ing the deregulation of interest rates on other
deposits, changes in the structure of federal
income taxes, numerous innovations in financial
instruments and in the technology for executing
transactions, and greater volatility in interest
rates and financial markets. In some cases single
events have had easily identifiable effects, while
in others the interactions of several develop-
ments appear to have contributed to the changes
in the behavior of demand deposits.

Special Occurrences and Monthly Growth
Rates

Certain unique developments, such as credit
controls and the nationwide authorization of
NOW accounts, explain some of the unusually
wide short-run swings in the growth of demand
deposits since 1979. Some affected the level of
demand deposits permanently, as when house-
holds shifted transaction balances to NOW ac-
counts. Others affected the monthly growth rates
of demand deposits briefly, but had no long-run
effect on their levels. Monthly growth in demand
deposits can swing widely when the volumes of
major types of transactions diverge markedly
from their trends. For example, demand deposits
jumped in late 1986 when investors scrambled to
complete transactions under the more favorable
capital gains and other tax provisions that the
Tax Reform Act of 1986 eliminated or reduced.
They then fell rapidly in January 1987 as: the
bulge worked its way through, only to rise mark-
edly in April with income tax payments that were
considerably higher than normal because they
reflected the increase in income tax liabilities
incurred by the transactions at the end of 1986.
Another temporary surge in October 1987 re-
sulted from the huge increase in financial trans-
actions associated with the plunge in share prices
in midmonth.

Financial Developments and the Interest
Sensitivity of Demand Deposits

The relationship between movements in interest
rates and the deviations of the velocity of de-
mand deposits from historical patterns suggests
that the interest sensitivity of demand deposits
has increased. As this sensitivity increases,

movements in demand deposits are more likely
to reflect unanticipated changes in interest rates
than variations in aggregate spending. Even a
one-time increase in this interest elasticity—that
is, the percent change in demand-deposit bal-
ances demanded given a 1 percent change in the
level of interest rates—loosens the observed link-
age between demand deposits and underlying
economic developments and produces wider
swings in velocity. Because demand deposits are
a significant component of the very narrow mon-
etary aggregates, such an increase in interest
elasticity lessens the usefulness of these aggre-
gates as intermediate monetary targets. In addi-
tion, if the interest elasticity of demand deposits
continually changes, both predicting the behav-
ior of demand deposits and relating it to eco-
nomic activity become even more uncertain and
complicated.

The economic literature has identified two
channels through which movements in interest
rates affect the level of demand deposits: oppor-
tunity costs and, for business deposits, compen-
sating-balance arrangements.

Opportunity Costs. The opportunity cost of
holding demand-deposit balances is the return
that could have been earned if those balances had
been placed in an interest-bearing instrument,
less any implicit return on the deposit itself.
Managing balances in a demand-deposit account
is not costless, however. Shifting funds to earn-
ing assets entails transaction costs and often
reduces the liquidity of these funds. When mar-
ket interest rates decline, the opportunity cost of
holding demand-deposit balances also declines,
and balances tend to rise, ceteris paribus, as the
loss of liquidity and the transaction costs of
frequent shifts of funds out of these deposits
outweigh the explicit interest that might be
earned elsewhere. When rates increase, the op-
portunity cost of holding demand-deposit bal-
ances also increases, and depositors, both house-
holds and businesses, have more incentive to
economize on balances and invest funds in other
instruments. The elasticities that opportunity
costs impart to demand deposits probably are not
large. Theoretical models of the behavior of
demand deposits suggest that the interest elastic-
ity from this channel is considerably less than
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unity; that is, a 1 percent change in the level of
interest rates results in a change of less than 1
percent in the level of balances demanded by
depositors.

Compensating Balances. The other channel
through which changes in interest rates affect the
level of demand deposits is the use of compen-
sating-balance arrangements by businesses. Un-
der such arrangements, firms compensate their
banks for credit and operational services by
maintaining a specified level of demand-deposit
balances. The amount of balances required to
compensate the bank for a given level of services
is determined by the earnings credit rate (ECR).
The ECR usually is based on a short-term market
interest rate, reduced by 12 percent to reflect the
reserve requirements on demand deposits. Spe-
cifically, required compensating balances are cal-
culated by the following formula:

- S5
MR(1 — RR)
where
RCB = required compensating balances
S = the dollar value of services used

MR = the market rate, expressed as a deci-
mal

RR = the percentage reserve requirement,
expressed as a decimal; MR(1 — RR)
= the earnings credit rate.

When market interest rates rise and thus the
ECR rises, the balance that a firm must hold to
compensate its bank for a given amount of ser-
vices declines. As market interest rates fall, firms
must hold higher compensating balances.

The ultimate effect of compensating-balance
arrangements on the interest elasticity of busi-
ness demand deposits is considerably more com-
plex than this formula suggests, and it may vary
with interest rates. If, for a given amount of
services, the level of a firm’s demand deposits on
the margin is determined solely by compensat-
ing-balance requirements and thus changes in the
ECR, its deposits will have a relatively large
interest elasticity; specifically, it will be unity;
that is, if interest rates and thus the ECR fall by

half, the firm’s required compensating balances
and thus its demand deposits will double.

But, while demand deposits held to compen-
sate banks for services earn an implicit return,
they still entail opportunity costs because of the
existence of reserve requirements on demand
deposits. As shown by the formula above, the
implicit return on balances held for compensa-
tion purposes is lower than the market rate by the
amount of reserves banks are required to hold
against demand deposits. This reserve require-
ment, currently 12 percent, represents an oppor-
tunity cost. Firms thus have an incentive to
reimburse their banks at least partially for ser-
vices by paying explicit fees rather than holding
compensating balances. This practice, in turn,
can cause the interest elasticity of their demand
deposits to be less than unity. When a firm—
given the level of interest rates, its own funding
needs, and its demand for services—can choose
a combination of balances and fees to remunerate
its bank, it may keep its balances at the level
desired for transaction purposes and simply
make up the difference in required compensation
by paying higher explicit fees. Because the inter-
est elasticity associated with the opportunity cost
of holding balances for transactional purposes is
less than unity, using such a combination reduces
the interest elasticity of the firm’s demand depos-
its below that implied by the strict application of
the formula for computing required compensat-
ing balances.

When interest rates are low, however, the
absolute value of the opportunity cost arising
from reserve requirements is small relative to the
transaction and liquidity costs of shifting bal-
ances out of demand deposits. Firms then have
little incentive to reduce their balances below
those required for compensation purposes and to
make up the difference with fees. In this situation
firms may stop paying fees and alter the level of
their demand deposits in line with changes in
their required compensating balances. When in-
terest rates rise, firms may shift back to compen-
sating banks by a combination of fees and bal-
ances. The importance of such shifts on
movements of demand deposits as interest rates
change is unknown, but to the extent that they
are present, they may compound the difficulty of
measuring interest elasticity empirically.
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At a given level of interest rates, levels of
demand deposits of some firms probably are
determined on the margin primarily by transac-
tion needs, while those of other firms are deter-
mined by required compensating balances, and
this mix may vary with the level of interest rates.
In addition, this mix and the importance of these
types of demand-deposit arrangements to the
behavior of aggregate demand deposits likely
vary over time in response to technological
change, deregulation, and changes in cash-man-
agement practices. Thus the rapid pace of change
in financial markets in the 1980s probably has
significantly altered the traditional channels
through which interest elasticity is imparted to
demand balances. New instruments have ap-
peared, new cash-management techniques have
developed that facilitate shifts of funds from
non-interest-bearing demand deposits to interest-
earning financial assets, and the ways businesses
compensate banks for credit and operational
services have been evolving. In addition, com-
plex transactions involving the relatively new
mortgage-backed securities market appear to
have contributed to variations in demand-deposit
holdings, and the ownership of demand deposits
has shifted away somewhat from households
following the introduction of NOW accounts.

Changes in the Ownership of Demand Depos-
its. Changes over the 1980s in the shares of
demand deposits that various sectors of the econ-
omy hold partly explain an increase in the inter-
est elasticity of these deposits. According to the
Federal Reserve’s Demand Deposit Ownership

Survey (DDOS), consumers held one-third of
demand deposits at all insured commercial banks
in 1980 (table 2). This share had declined to about
one-quarter by 1987, largely because of the na-
tionwide authorization of NOW accounts. Hold-
ings of demand deposits by financial and nonfi-
nancial businesses, which may not own NOW
accounts, rose from three-fifths to about two-
thirds of total demand deposits. The rise in
businesses’ share of demand deposits likely has
increased the interest elasticity of demand depos-
its as a whole. Earlier empirical work at the
Federal Reserve Board has shown that demand
deposits of businesses are more interest elastic
than are those of households, possibly because
firms use compensating-balance arrangements
and because they manage cash more carefully.
But changes in ownership shares probably ex-
plain the apparent increase in the interest elas-
ticity only partially; the increase in the business
share of total demand deposits, while significant,
was limited, and the shares have remained rela-
tively stable over the past few years.

Effects of Innovations in Mortgage Markets.
The tremendous growth in the market for mort-
gage-backed securities in the 1980s appears to
have opened a new channel through which inter-
est rates affect demand deposits. When a mort-
gage underlying two types of mortgage-backed
securities is prepaid, the proceeds must be
placed in custodial accounts until they are dis-
bursed to the security holders on a specific date
the following month. For one of these types of
mortgage-backed securities, mortgage servicers

2. Ownership of demand deposits, by type of holder, all insured commercial banks

Percent

Business
Year Consumer Foreign and other Total’
Nonfinancial Financial Total
50.6 9.7 60.3 335 6.2 100.0
52.8 10.3 63.1 30.3 6.8 100.0
514 1Lk 62.8 30.5 6.7 100.0
53.0 11.7 64.7 28.1 7.2 100.0
54.6 10.8 65.4 27.5 744 | 100.0
55.4 9.6 65.0 213 7.6 100.0
5353 10.7 66.0 26.3 7.8 100.0
55.0 10.8 65.8 26.4 =79 100.0

1. Details may not add to totals because of rounding.
2. Data through 1987:3.

Source. Board of Governors of the Federal Reserve System,
Demand Deposit Ownership Survey.
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are required to use non-interest-bearing ac-
counts, and they typically use demand deposits
for custodial purposes. As a result, some prepay-
ments may be held in demand deposits for as long
as 49 days. Thus major changes in the pace of
mortgage prepayments can affect both the level
of demand deposits and their growth rates.

The wide variation in mortgage interest rates in
the 1980s may have resulted in unexpected
movements in demand deposits through this new
channel. A substantial amount of mortgages was
made at the very high interest rates prevailing
earlier in the decade and, with the significant
drop in mortgage interest rates over the last few
years, mortgage refinancings—and thus prepay-
ments—rose sharply. Commitments for refinanc-
ings as a share of all mortgage commitments at
thrift institutions jumped from less than 20 per-
cent in the early 1980s to more than 35 percent in
1986 and early 1987 (chart 3). Mortgage refi-
nancing at thrift institutions is estimated to have
risen from a monthly rate of $1 billion or $2
billion to more than $15 billion over the same
period; it fell off sharply in the late spring of 1987,
both in dollar terms and as a share of total
mortgage activity. As a result of the institutional
practices discussed above, these movements
may have been a factor in the strong growth in
demand deposits in 1986 and in their subsequent
weakness in the second half of last year. They
also may have increased the volatility in the
monthly growth rate of demand deposits, al-
though in either case the effect is difficult to
quantify.

It is too soon to determine the longer-run
effects of this development on the behavior of
demand deposits. The surge in refinancings re-
sulted from the existence of a large stock of
mortgages issued during the earlier period of
very high interest rates, and that stock has been
reduced. Another surge in refinancings likely
would require another substantial, sustained
drop in interest rates. Nevertheless, the size of
the mortgage-backed securities market and its
institutional practices have opened a new chan-
nel through which changes in interest rates ap-
parently can affect the levels of demand deposits.

Evolving Cash-Management Practices. While
empirical evidence points to an increase in the

3. Mortgage interest rates and refinancings as
a percent of mortgage activity, 1980-87

Reﬁnam:ings2 ’

1. Commitment rate on 30-year fixed-rate mortgages at thrift insti-
tutions.

2. Commitments to refinance as a percent of total mortgage com-
mitments at thrift institutions.

Monthly data.

interest elasticity of demand deposits over the
past few years, it is difficult to sort through the
interactions of the many financial innovations
that facilitated the management of demand bal-
ances by businesses and to identify all of the
changes in the ways businesses and banks inter-
act. Rising interest rates spurred innovations in
cash-management techniques and encouraged
their implementation. In the mid-1970s, banks
began aggressively to market instruments of very
short maturity such as repurchase agreements
and overnight dollar-denominated deposits at
their offshore branches. The introduction of
money market deposit accounts in December
1982 gave businesses, especially smaller firms for
which the more sophisticated forms of cash man-
agement were not feasible, a new vehicle for
obtaining returns on liquid balances. Together
with more recent advances in telecommunica-
tions and the rise of electronic funds transfers,
these innovations have allowed businesses to
manage their demand deposits more effectively.

Theoretical models of money demand suggest
that marginal changes in the transaction costs
associated with managing demand balances will
not affect the interest elasticity of demand depos-
its. At the same time, they imply that the quan-
tum jumps in the availability of alternative in-
vestments and the spread of cash-management
services can increase the interest elasticity of
demand deposits of some firms, especially
smaller ones. Smaller businesses may, for exam-
ple, have been constrained in managing cash
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balances by transaction costs that were ‘high
compared with their relatively small balances.
By dramatically lowering these costs and by
offering investments that theretofore were not
available, the new instruments may have allowed
these firms to adjust their balances more closely
than before to changes in opportunity costs.
Furthermore, small and medium-sized firms
likely are making more use of cash-management
services than they did in the past, as banks
increasingly compete for business customers and
market these services more aggressively. Fi-
nally, one legacy of the rise in interest rates in the
late 1970s and early 1980s probably was an
increase in businesses’ sensitivity to the oppor-
tunity costs of holding demand deposits, with
consequent investment in the technology and the
professional staff needed to manage balances
more closely. Indeed, the cash-management lit-
erature and corporate cash managers see ‘a
spread in this expertise, especially to medium-
sized and small firms, which likely increases the
interest sensitivity of demand deposits.

Other innovations are affecting the behavior of
business demand deposits, but with uncertain
implications for their interest elasticity. Banks
have marketed sweep accounts, in which all
balances remaining at the end of the day are
placed in overnight investments, so that these
balances are eliminated from the demand depos-
its reported in M1. Controlled disbursement ac-
counts have the same effect: all debits are effec-
tively cleared early in the day, allowing funds to
be swept sooner. By removing demand-deposit
balances of firms with extensive cash-manage-
ment expertise from aggregate demand deposits,
these innovations may be increasing the impor-
tance in aggregate demand deposits of accounts
that exhibit more traditional responses to
changes in opportunity costs; no available data
measure this phenomenon, however. Perhaps
more important, these innovations weaken the
link between aggregate spending and demand
deposits because changes in transaction activity
in such accounts are not reflected in the levels of
demand deposits.

Compensating-balance arrangements - also
have been changing, in reflection both of the
spread of cash-management expertise and of the
increase in competition among banks, which has

fostered the unbundling of fees for services. The
trend in cash management has been to substitute
explicit fees entirely for compensating-balance
arrangements as the means for reimbursing
banks for services. This transition has been slow
for a variety of reasons; one reason often noted
in the cash-management literature is that such
changes require the education of senior manage-
ment because explicit fees must be budgeted for
and approved while the costs of compensating
balances are indirect. Using a combination of
fees and compensating balances narrows the
opportunity cost associated with reserve require-
ments, but when interest rates are low, the
absolute cost of this wedge, as discussed above,
also is low. When interest rates rise, the cost of
this wedge also rises, increasing the incentive for
firms to shift entirely out of compensating-bal-
ance arrangements.

Changes in the use of compensating-balance
arrangements and other innovations obviously
have implications for the interest elasticity of
demand deposits. To the extent that firms hold
balances only to meet transaction needs and use
fees for the rest of their reimbursement to banks,
the interest sensitivity of their deposits could be
lower. As firms shift out of compensating-bal-
ance arrangements completely to zero-balance
accounts so that a larger proportion of the re-
maining demand deposits are held under com-
pensating-balance arrangements, the interest
elasticity of these deposits could increase. No
data exist to determine whether such an increase
has occurred over the 1980s.

SURVEY DATA ON COMPENSATING
BALANCES AND THE BEHAVIOR
OF DEMAND DEPOSITS IN LATE 1987

To obtain additional information about the be-
havior of demand deposits in late 1987 and com-
pensating balances, the Federal Reserve sur-
veyed senior  financial officers at 60 large
commercial banks in mid-January 1988. The de-
mand deposits at these banks account for ap-
proximately 37 percent of total demand deposits
at all federally insured commercial banks.

The results of the survey indicate that compen-
sating balances are an important component of
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business demand deposits and that movements in
market interest rates continue to affect the levels
of demand deposits both through compensating-
balance arrangements and through changing op-
portunity costs, sometimes with a considerable
lag. The survey also revealed an acceleration of
shifts out of compensating balances in 1987. The
interaction of these factors, coupled with volatile
interest rates and shifts away from compensat-
ing-balance arrangements, underscores the diffi-
culty in assessing seasonal patterns and interest
elasticities for demand deposits. Because most
compensating-balance arrangements effectively
require year-end settlement of accounts, year-
end flows of demand deposits may be affected in
complex ways by rate movements and by other
developments over the year.

Besides questions about compensating-bal-
ance arrangements, respondents were asked
about the sharp declines in demand deposits in
November and December 1987. These declines,
at annual rates of nearly 19 and 14 percent
respectively for the two months, were larger than
could be accounted for by the runoff of the surge
in demand deposits associated with the October
plunge in the stock market. The results of this
portion of the survey verify that movements
in interest rates significantly affected the levels of
demand deposits, if with considerable lags, and
confirm that other factors, such as shifts by
firms away from compensating-balance arrange-
ments, also affected the growth of demand de-

posits.

The Current Structure of Compensating
Balances

According to the survey, compensating-balance
arrangements vary widely across banks and
across customers within individual banks.
Twelve percent of the responding banks report
that 20 percent or less of their business demand
deposits are held under formal compensating-
balance arrangements, while a quarter of the
respondents cited proportions of over 80 percent.
(See table A.l1. for detailed responses to this
portion of the survey.) On average, about 62
percent of balances in business demand deposits
at the respondent banks are made up of funds
held under formal compensating-balance ar-

rangements. This proportion should be seen only
as a confirmation that compensating balancesare
an important component of demand deposits;
some may have been held in any event to meet
current transaction needs, and the survey results
do not indicate what proportion of business de-
mand deposits are constrained at the margin by
compensating-balance requirements.

Five out of six respondents based their
ECR on the three-month Treasury bill rate,
using either secondary market or auction rates.
Other rates used included the federal funds rate
and rates on wholesale certificates of deposit; all
banks adjusted for reserve requirements. One-
third of all respondents indicated that they lag
their ECR a month or more in calculating re-
quired balances. '

Compensating-balance requirements also are
measured over a variety of periods. Although 83
percent of the respondents indicated that they
measured balances primarily on a monthly basis
and another 15 percent reported quarterly com-
putation periods, many commented that such
arrangements were open to negotiation with in-
dividual customers or were left to the discretion
of the account manager. As a result, some banks
use various periods for various customers. The
lags in applying ECRs, coupled with varying
computation periods, result in lags in the changes
in the levels of demand deposits in response to
changes in interest rates and, if these arrange-
ments shift over time, contribute to the uncer-
tainty and unpredictability of this response.

Variation in compensating-balance arrange-
ments also is evident in the willingness of banks
to allow carryovers of surpluses or deficits.
About two-thirds of the respondents allow carry-
overs from one computation period to the next.
Some allow it only for certain customers, and a
few institutions allow carryovers only of over-
ages, not deficits. About three-fourths of the
respondents that allow carryovers do not
allow them beyond the end of the calendar year,
effectively requiring account settlement at year-
end.

The survey results confirm the view expressed
in the cash-management literature and by corpo-
rate cash managers that businesses have been
moving away from compensating-balance ar-
rangements in favor of reimbursing their banks
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for services by explicit fees. Nearly three-fourths
of the bank respondents reported such a shift,
and 38 percent of these indicated that it had
accelerated in 1987. Thus the combination of
spreading cash-management expertise and the
reserve-requirement wedge appears to have re-
duced the use of compensating-balance arrange-
ments. Indeed, one bank commented that recent
articles in cash-management journals have
spurred shifts by some of their customers.

Evidence from November-December 1987

The most striking result from this section of the
survey was the importance of lagged effects of
changes in market interest rates on demand-
deposit levels. Apart from any unusual move-
ments related to the drop in the stock market, the
weakness in demand deposits in November and
December reflected most importantly the lagged
adjustment of account levels to earlier increases
in interest rates, which peaked in mid-October.
This development was attributed both to closer
management of balances and to reductions in
required compensating balances as rates rose in
1987.

Half of the respondents reported that growth in
demand deposits at their institutions was below
normal or very weak in November and Decem-
ber (see table A.2.). Only a few reported above-
normal growth in demand deposits, and none
experienced very strong growth. Of those with
growth that was lower than normal, 83 percent
experienced weakness in business deposits,
while slightly less than half cited weakness in
household accounts. Data from the DDOS of
weekly reporting banks for the fourth quarter of
1987 also point to weakness in business ac-
counts. Demand deposits held by financial and
nonfinancial business at these banks declined at
seasonally adjusted annual rates of 12 percent
and 9 percent respectively over the fourth quar-
ter of last year. Consumer demand deposits grew
at a 7 percent rate, noticeably below their pace of
the fourth quarter of 1986.

Higher interest rates were the most important
single factor in the weakness in demand deposits:
54 percent of the respondents to the senior
financial officer survey who reported weakness in

business demand deposits attributed it to more
careful cash management by firms in response to
higher interest rates, and 29 percent indicated
that higher rates (and thus higher ECRs) had
permitted reductions in required compensating
balances.

Other factors, including changes in cash-man-
agement practices, also affected growth in de-
mand deposits in November and December.
One-third of the respondents stated that custom-
ers switching from compensating-balance ar-
rangements to explicit fees as payment for ser-
vices had depressed demand-deposit levels at
their banks. A few senior financial officers noted
that some customers had reduced their balances
below the minimums required late last year,
making up the difference with fees; in the past
corporate cash managers have stated that firms
may be looking to reductions in compensating
balances as a source of funds.

Twenty-nine percent of the survey respon-
dents saw a slowing in business activity at
some firms as a factor in the weakness in busi-
ness demand deposits, while about 13 percent
cited a reduction in financial activity associated
with leveraged buyouts and merger financing. A
reduction in demands by corporate customers for
credit and operational services combined, which
perhaps mirrored these developments, were re-
ported as a factor by about 30 percent of the
banks with lower than normal growth in business
deposits. Slow loan growth and the financial
troubles of one bank also were cited.

The contraction in business demand deposits
was not concentrated in any one sector: over
three-fourths of the respondents reported weak-
ness across all of their business accounts. The
fourth-quarter DDOS data for financial and non-
financial businesses confirm this result. The re-
spondents who cited specific sectors named real
estate and mortgage banking most often. In terms
of account structure, most of the institutions
reported that the falloff in business demand
deposits resulted from lower average balances;
about 14 percent reported a decline in the
number of accounts as some customers contin-
ued to consolidate demand accounts to reduce
expenses and to facilitate cash management, a
trend also noted in the cash-management litera-
ture.
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SUMMARY

The behavior of demand deposits in the 1980s has
diverged from previous patterns, and movements
of these deposits have become more unpredict-
able, in both the short and the longer run, than
they were in the 1970s. In the short run, the
variability in monthly growth rates of demand
deposits is greater than it was in the previous
decade. Special factors, such as the nationwide
introduction of NOW accounts, the Tax Reform
Act of 1986, and the stock market plunge, have
accounted for specific episodes of wide swings in
the month-to-month growth of demand deposits.
Practices in some relatively new markets, cou-
pled with volatile interest rates, also appear to
have had noticeable, if not readily quantifiable,
effects on short- and longer-run movements in
demand deposits.

The longer-run behavior of demand deposits
also appears to have changed from what their
historical relationships with income and interest
rates suggest. Available evidence indicates that
part of this change in the behavior of demand
deposits reflects an increase in their interest
elasticity. Financial innovations, improvements

in cash-management techniques, and retail de-
posit deregulation, all prompted to some extent
by the high and rising market interest rates of the
1970s and early 1980s, may have contributed to a
heightened interest elasticity of demand deposits
by providing new techniques and vehicles for
managing cash balances and by increasing the
proportion of aggregate demand deposits that are
held by businesses.

In addition, survey data tend to confirm previ-
ous indications that compensating-balance ar-
rangements figure large in the interest sensitivity
of demand deposits and also involve practices
that add to the unpredictability of deposit move-
ments resulting from changes in interest rates. A
shift by firms from compensating-balance ar-
rangements to explicit fees as a way of paying
banks for services also affects movements in
demand deposits and possibly their interest elas-
ticity. Overall, there seem to have been signifi-
cant shifts in the behavior and predictability of
demand deposits in the 1980s. These shifts ap-
pear to have stemmed from a variety of causes,
some of which probably will continue to operate
in the future.
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APPENDIX RTBE = rate on three-month Treasury bills
(effective yield)
SHIFT = 0 through 1974:2, 1 in 1974:3; increases

This technical appendix presents the specifica- i tnctements ‘of 1 ttil reaching 10,15

tion of the model of the demand for demand 1976:4 and remains at 10 thereafter (a
deposits, and detailed responses to the Senior dummy variable for the ‘‘missing
Financial Officer Opinion Survey conducted by money”’) ' )
the staff at the Federal Reserve Board and at the TYME = time variable: 1947:1 = 1; increases in
Reserve Banks in January 1988. increments of 1 each quarter.
Specification of the demand-deposit model All variables are quarterly averages.
Alog (DD) = —.1192 — .0180 log(RTBE) _, Sample period: 1961:1-1986:2; R? = .763; Durbin H statistic
[-2.5] [-3.2] = —.7908; standard error of regression = .0069. The numbers

in brackets are ¢ statistics.

—.1686 [log(DD) — log(EPCEN)]_
(log(DD) B - One convergence restriction is imposed on the

[=2.51 estimates:
— .0009 TYME_, — .0030 SHIFT_, 2
[-2.2] [-2.7] Z dy; + coefficient on Alog (DD)_, = 1.
i=0
+ .1605 log(l — JNOWT)_, This restriction imposes on the short-run dynamic
[2.2] terms the same unitary elasticity with respect to con-

sumption that is imposed in the long run by the second
line of the model.

1

1
+ 2 dr, Alog (RTBE)_,
=0
This model and the results of the simulation
are presented as an illustration of the extent to
which the behavior of demand deposits in the
1980s has departed from that suggested by past

2
+ > dy, Alog (EPCEN)_;
i=0

— .0089 ASHIFT i : Aot
[~=3.3] relationships with interest rates and aggregate
spending. The results presented in text table 1
+ .8926 Alog (1 — JNOWT) are from a quarterly dynamic simulation of the
[11.3] model beginning in 1981:1. The parameter esti-

mates of the model are based on quarterly data

+ 1481 Alog (DD)-, from 1961:1-1986:2 and thus incorporate data

(23] from the 1980s, including a part of 1986—87, the
D dr,= —.0295 . dy, = 8519 period when the most serious simulation errors
[-3.3] [13.5] emerge. By including information on demand-

deposit behavior in the 1980s, rather than a pure

dro = —.0072  dy, = .4889 out-of-sample simulation, this approach illus-

trates the extent to which the longer-run predict-

dry=—.0222 dy, = .1984 ability of demand deposits has deteriorated. In

addition, economists at the Board have run sim-
ulations of demand-deposit models with different
specifications, estimated over 1961-86 and over
DD = demand deposits (business and con-  1983-87, and found similar patterns of errors in

sumer) 1986 and 1987. As noted in the text, the apparent

EPCEN= gﬁ::::fld (::l?:riumptlon expenditures in relation of the errors to movements in interest

JNOWT = index of the availability of NOW ac-  rates implies that the interest elasticity of de-
counts (held constant from 1985 onward)  mand deposits has increased.

dy, = .1645
where
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Because of the wide swings in demand depos-
its in late 1986 and in various periods in 1987
induced by the special factors discussed in the
text, it is difficult to sort out elasticity effects by
estimating models over periods that include
1986:3-1987:4. The model specified here also
was estimated from the early 1970s through mid-
1986,and the results, when compared to those
from estimating the model over the entire
1961:1-1986:2 period, indicate an increase in the
long-run interest elasticity of demand deposits.
This result supports the conclusion of a higher
interest elasticity of demand deposits implied by
the pattern of errors in the various simulations.

A detailed technical discussion of such empir-
ical work at the Board is contained in a draft
paper, ‘‘Modeling the Disaggregated Demands
for M2 and M1 in the 1980s: the U.S. Experi-
ence,”” by George Moore, Richard Porter, and
David Small, presented at a workshop at the
Board in mid-January 1988.

RESPONSES TO THE SENIOR
FINANCIAL OFFICER OPINION SURVEY

Tables A.1. and A.2. contain detailed data on the
responses to the January 1988 Senior Financial

Officer Opinion Survey. Of the survey panel of 60
banks, 59 responded. Not all of the 59 banks,
however, responded to all questions on the sur-
vey. Nonresponses were not included in tabulat-
ing the survey results and computing the percent
of institutions answering in a particular category
of a question. For example, 51 banks responded
to the question, reported in table A.1., about the
proportion of business demand balances held
under formal compensating-balance arrange-
ments, and the percentage of responses in each
category is based on 51 respondents. On ques-
tions to which 59 banks responded, the percent-
ages are based on 59 respondents. Of course,
some questions applied to only a subset of the
panel, depending on their answers to a previous
question. For example, only the 37 banks that
reported a shift from compensating balances to
explicit fees answered the question - about
whether such shifts had accelerated in 1987. In
all cases, if a bank responded that it was uncer-
tain as to the answer to a question, its response
was included in the totals and reported in the
‘‘uncertain’’ category.
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A.1. Importance and structure of compensating balances at selected large U.S. banks, 1987

1. Details may not add to totals because of rounding. January 1988 Senior Financial Officer Opinion Survey. The survey
2. Mean for all banks, 61.6 percent. panel consists of 60 large commercial banks with total combined
3. A bank may have responded in more than one category. domestic assets of $810 billion as of June 30, 1987; all federally insured
Source. Board of Governors of the Federal Reserve System, commercial banks have $2.5 trillion in commercial assets.
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A.2. Behavior of demand deposits at selected large U.S. banks, November and December 1987

1. Ahnkmnyhavempondedinmmthﬂnoneca&em. SOURCE. See table A.1.
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Treasury and Federal Reserve
Foreign Exchange Operations

This quarterly report, covering the period No-
vember 1987 through January 1988, provides
information on Treasury and System foreign
exchange operations. It was prepared by Sam Y.
Cross, Manager of Foreign Operations of the
System Open Market Account and Executive
Vice President in charge of the Foreign Group of
the Federal Reserve Bank of New York.!

The dollar experienced recurrent periods of
downward pressure throughout November and
December, then firmed in early January. On
balance, the dollar ended the three-month period
7Y percent lower against the Japanese yen and 3
to 4 percent lower against most European cur-
rencies and the Canadian dollar. The U.S. au-
thorities intervened to support the dollar at var-
ious times during the period, most heavily in
early November and around the turn of the year.

EARLY NOVEMBER PRESSURE
ON THE DOLLAR

In November, as the period under review
opened, the dollar was already under selling
pressure stemming from several sources.

Given the sharp decline in stock prices in
October and the relatively greater importance of
equity holdings in the United States than in other
countries, the U.S. economy was seen to be in
danger of weakening considerably, and more so
than the economies of other countries. Under
these circumstances and with the Federal Re-
serve acting to provide liquidity to the market,
U.S. interest rates had declined significantly.
Meanwhile interest rates in other countries had

1. The charts for the report are available on request from
Publications Services, Board of Governors of the Federal
Reserve System, Washington, D.C. 20551.

declined less sharply. As a result, interest rate
differentials favoring the dollar had narrowed.

Following the stock market developments in
October, market participants looked to the ad-
ministration and the Congress for decisive action
to reduce the U.S. fiscal deficit. Progress was not
yet visible, even though the administration and
the Congress had begun discussions on a two-
year deficit reduction program.

In light of these factors and the continuing
large trade imbalances, many doubts were ex-
pressed in the press and in the market that the
Group of Seven (G-7) countries would place a
high priority on maintaining exchange rate stabil-
ity and international policy coordination. As a
result, market participants were looking for evi-
dence that the economic policy coordinating
mechanisms established at the February 1987
Louvre accord were still intact.

During the first week of November, the dol-
lar’s decline began to accelerate. Some press
reports asserted that the U.S. authorities’ pri-
mary concern, at least for the moment, was to
prevent a recession, even at the risk of a further
decline in the dollar. Other reports tended to
reinforce doubts about the strength of the com-
mitment of the G-7 countries to foster stability in
exchange rates. The dollar’s decline continued
despite explicit reaffirmation of the U.S. adher-
ence to the Louvre accord.

In fact, the Trading Desk at the Federal Re-
serve Bank of New York had already begun to
intervene in the market on behalf of the U.S.
monetary authorities. In concert with other cen-
tral banks, the Desk purchased $1,095 million
from November 2 through November 10, of
which $717 million was against marks and $378
million against yen. The dollar traded as low as
DM1.6485 against the mark and Y133.20 against
the yen on November 10.

Following these intervention operations and a
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statement by President Reagan on November 10
that he did not want to see a further decline of the
dollar, the selling pressures subsided. The report
a few days later that the U.S. trade deficit had
declined in September, and President Reagan’s
subsequent statement that the budget negotia-
tions could result in $80 billion in deficit reduc-
tions over two years, seemed to suggest progress
toward reducing the U.S. external and internal
imbalances. At the same time, the Bundesbank
took action to lower German short-term interest
rates, which reduced the tendency for the Ger-
man mark to appreciate against its partner cur-
rencies within the European Monetary System
(EMS) as well as against the dollar. In that
environment, market participants questioned
whether the stage was being set for a G-7 meeting
that would reaffirm the commitment to exchange
rate stability. The dollar firmed to DM1.7170
against the mark and Y137.30 against the yen on
November 16.

REEMERGENCE OF PRESSURE IN LATE
NOVEMBER AND DECEMBER

The dollar came under pressure again as hopes
faded for rapid progress in the budget reduction
negotiations. Expectations of an early G-7 meet-
ing receded after statements by several foreign
officials seemed to indicate that a meeting would
not occur until a U.S. budget accord had been
negotiated and approved by the Congress. By
November 20, when the administration and con-
gressional negotiators agreed upon a plan to
reduce the budget deficit about $75 billion over
two years, the dollar was already moving lower
as market participants wondered whether the
program would be adequate and how long it
would take for the Congress to enact the mea-
sures. With market attention focused almost ex-
clusively on the progress of the budget reduction
plan through the Congress, news of coordinated
interest rate adjustments in Germany and several
other European countries on November 24 again
helped to ease tensions within the European
Monetary System but provided only limited sup-
port for the dollar. In the presence of continued
doubts about the strength of the G-7 commitment

to foster stability in exchange rates, the dollar
continued to move lower.

During late November and early December,
the U.S. authorities again entered the market to
contain the dollar’s decline on various occasions
when it came under pressure. Between Novem-
ber 27 and December 4, the U.S. authorities
purchased $272 million against marks and yen,
again in cooperation with other central banks.

The dollar steadied during the first week of
December. The Bundesbank cut its discount rate
on December 3 to 2! percent in a move accom-
panied by official rate cuts in France, the United
Kingdom, Switzerland, Belgium, the Nether-
lands, and Austria. Market participants were
encouraged by these signs of renewed interna-
tional cooperation.

The announcement on December 10 that the
U.S. trade deficit had jumped to a record $17.6
billion (not seasonally adjusted) in October un-
derlined the difficulties in reducing the U.S.
external imbalance and had a strong market
impact. As traders rushed to liquidate their dollar
positions, the dollar gapped downward 1Y% to 2
percent within a few minutes of the announce-
ment. The U.S. authorities entered the market,
in concert with several European central banks,
to restrain the dollar’s decline. The next day,
when market conditions again deteriorated, the
Desk reentered the market. Over the two-day
period, the U.S. authorities purchased $351 mil-
lion against marks and yen.

For the rest of the month, market sentiment
remained bearish as the dollar came under recur-
rent strong selling pressure in an atmosphere of
pessimism and uncertainty. Market participants
remained skeptical that the budget reductions
being considered by the Congress would be suf-
ficient to deal effectively with the U.S. fiscal
deficit problem. Erroneous press reports, though
quickly denied, raised doubts about the commit-
ment of the administration to exchange rate
stability and added to the uncertainty.

Meanwhile, market participants were reassess-
ing the economic outlook generally and found the
performance abroad to be mixed. The Japanese
economy remained buoyant, driven by acceler-
ating domestic demand, while in Germany the
mark’s continuing rise was seen as possibly
leading to a decline in both German net exports
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1. Federal Reserve reciprocal currency arrangements

Millions of dollars

Amount of
Institution facility, January
31, 1988
Austrian National Bank ........................... 250
National Bank of Belgiom......................... 1,000
Bank of Canada ................ccciiiiiiniiinnn 2,000
National Bank of Denmark ........................ 250
Bank of England.................... ... 3,000
Bank of France .............cooioiiiiiiin i, 2,000
German Federal Bank . 6,000
Bank of Italy ......ooovvviiiiiiiiiiiiiiiiinianns 3,000
BankofJapan ..ol 5,000
Bank of MeXico .........coviviiiiiiiiiiiiieniaiin, 700
Netherlands Bank .................cooceiiiian, 500
Bank of Norway..........ccooooviiiiiiiiiiiia 250
Bank of Sweden ............. ..o, 300
Swiss National Bank ..................oooiiil 4,000
Bank for International Settlements
Dollars against Swiss francs....................... 600
Dollars against other authorized European
(911} o £ 11 1,250
Total .o s 30,100

and investment spending. The view that the
Japanese economy was fairly strong, and that the
Japanese authorities had less scope than others
to lower interest rates, added to the selling
pressure on the dollar against the yen. In these
circumstances, the dollar fell more rapidly
against the yen than other major foreign curren-
cies during the second half of December. The
strength of the yen relative to European curren-
cies also was consistent with a view that, since
Japan’s trade surplus with Europe had widened
in previous months, the yen had considerable
scope to appreciate vis-a-vis the European cur-
rencies.

At the same time, market participants were no
longer quite so pessimistic about the effect of the

2. Net profits or losses (—) on U.S. Treasury and
Federal Reserve current foreign exchange
operations

Millions of dollars

U.S. Treasury

. Federal Exchange
Period Reserve Stabilization
Fund

November 1, 1987-
January 31, 1988 ........... 612.4 749.7
Valuation profits and
losses on outstanding
assets and liabilities
as of January 31, 1988 .....

1.846.8 1,350.5

1. Data are on a value-date basis.

October stock market decline on the U.S. econ-
omy. Evidence that consumer confidence may
have fallen sharply in October and remained
weak in November kept alive concerns about the
possible effect of the stock market decline on
U.S. economic growth. But the release of other
statistics, including employment and industrial
production figures for November that were better
than expected, suggested that the market’s initial
worries that the decline might seriously weaken
U.S. economic activity were exaggerated.

On December 22, officials of the G-7 nations
issued a statement reaffirming the basic objec-
tives and policy directions set forth in the Louvre
accord agreeing that a further decline of the
dollar could be counterproductive. However,
traders were disappointed that the statement
offered no explicit new economic policy moves
aimed at stabilizing exchange rates and redress-
ing trade imbalances.

Against this background, the dollar again came
under strong downward pressure as the year
drew to a close. U.S. corporations and Japanese
banks sold dollars in thin holiday markets, at a
time when most banks in Europe and the United
States were unwilling to adjust their positions
ahead of the year-end, and the market became
one-sided. The U.S. monetary authorities inter-
vened heavily in concerted intervention opera-
tions. During the period December 16 through
December 31, the Desk purchased a total of
$1,707 million, approximately half of which was
against marks and half against yen. By early
morning January 4, the dollar had declined to
record lows of DM1.5615 against the mark and
Y120.20 against the yen in the Asian-Pacific
markets. At that point, the dollar was almost 10
percent lower against the mark and more than 13
percent lower against the yen from the start of
the period.

RECOVERY OF THE DOLLAR IN JANUARY

Market sentiment changed dramatically begin-
ning later that day, when active trading resumed
in New York after New Year’s Day, in response
to unmistakable evidence of concerted, visible,
and aggressive intervention operations. These
operations provided a clear signal that U.S. and
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foreign officials were seriously committed to fos-
tering exchange rate stability and gave new
weight to the December G-7 statement. Reported
comments by foreign officials also reinforced the
view that the new initiatives to halt the dollar’s
decline might be under way. The dollar advanced
1% percent against the mark and 2V percent
against the yen by the close of New York trading,
from its lows earlier that day, and continued to
strengthen during the remainder of the first week
of January.

In this context, the announcement of reduc-
tions in official interest rates in three European
countries on January 5 was interpreted as a
further sign that officials were willing to take
steps to adjust their monetary stance and coor-
dinate policy to support the dollar. The release
on January 8 of U.S. employment statistics for
December that were better than expected helped
to strengthen the view that a sharp slowdown in
domestic economic activity was not imminent,
and accordingly, that there might be less down-
ward pressure on U.S. interest rates. On January
13, Japanese Prime Minister Takeshita and Pres-
ident Reagan met in Washington and reaffirmed
the December G-7 statement. They indicated that
arrangements had been made to assure the ade-
quacy of resources needed for their cooperative
efforts.

On January 15, the report that the U.S. trade
deficit for November had narrowed to $13.2
billion (not seasonally adjusted) pushed the dol-
lar sharply higher. Market participants were en-
couraged that the deficit, which had declined
with virtually all geographic regions and across
all commodity groups, was finally narrowing,
albeit slowly and erratically. U.S. retail sales
figures for December that were stronger than
expected, released at about the same time, rein-
forced earlier evidence that a recession was not

STATEMENT OF THE GROUP OF SEVEN
ON DECEMBER 22, 1987

Paragraph 8

The Ministers and Governors agreed that either
excessive fluctuation of exchange rates, a further
decline of the dollar, or a rise in the dollar to an
extent that becomes destabilizing to the adjust-
ment process could be counterproductive by dam-
aging growth prospects in the world economy.
They re-emphasized their common interest in
more stable exchange rates among their curren-
cies and agreed to continue to cooperate closely in
monitoring and implementing policies to
strengthen underlying economic fundamentals to
foster stability of exchange rates. In addition,
they agreed to cooperate closely on exchange
markets. The Ministers and Governors stressed
the need for consistent and mutually supportive
policies and believe that the measures being taken
will accelerate progress toward the increased,
more balanced economic growth and sustainable
external positions necessary for greater exchange
rate stability.

likely in the immediate future. The dollar closed
on January 15 at Y130.85 against the yen and at
DM1.6865 against the mark, 9 percent and 8
percent higher respectively, from its period lows
on the morning of January 4. Although profit-
taking brought the dollar back from its highs,
market participants had gained confidence in the
view that the dollar had stabilized, at least for the
time being.

Between January 4 and January 15, interven-
tion dollar purchases by the U.S. monetary au-
thorities totaled $685 million against marks and
yen. The bulk was purchased during the first two
business days of the new year.

3. Drawings and repayments by foreign central banks under special swap arrangement with the U.S. Treasury’

Millions of dollars; drawings or repayments (—)

. Outstanding, Outstanding,

S:'g’r:ll}’f’s".k.r‘zg‘;‘:r‘g Art!;gtijlatyof Novel:g;ger 1, November December January Jam;g?é 31,
Central Bank of Argentina ................ 200 0 190 -190 0 4
Central Bank of Ecuador.................. 31 0 & 31 -31 @

1. Data are on a value-date basis.
2. No facility.
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The dollar traded within a narrow range from
the release of the U.S. trade figures through the
remainder of the month. Market participants
were impressed by the early January intervention
operations and expected the U.S. authorities to
act forcefully to counter any renewed sharp
decline of the dollar. As it happened, the U.S.
authorities intervened on only one other occa-
sion, purchasing $30 million against yen on Jan-
uary 21 when the dollar came under some down-
ward pressure. At the same time, events abroad
reinforced the sense that policies were being
directed toward lessening exchange market pres-
sures. In Germany, the Bundesbank changed its
monetary target to a broader aggregate (M3) from
the narrower aggregate for central bank money.
The Bundesbank issued a statement that the new
target would allow the German authorities to
pursue the twin goals of providing monetary
stability and stimulating domestic demand. Al-
though the change was technical, observers felt
that it might imply a reduced likelihood of a
tightening of monetary policy.

As the period came to a close, the exchange
market was quiet and the dollar was trading in a
narrow range. However, the dollar was per-
ceived as still vulnerable to disappointing trade
figures. Market participants, therefore, awaited
further evidence that a bottom for the dollar had
been reached and that the underlying economic
conditions were in place for a more sustained
period of exchange rate stability. The dollar
closed the three-month period at DM1.68 against
the mark and at Y128 against the yen, down
on balance almost 3 percent and 7% per-
cent respectively, from levels at the end of
October.

During the three-month period, the U.S. mon-
etary authorities purchased a total of $4,140
million dollars, of which $2,388.5 million was
against German marks and $1,751.5 million
against Japanese yen. The U.S. Treasury and
the Federal Reserve intervened in nearly equal
dollar amounts, though the currency compo-
sition differed. The Federal Reserve sold $2,030
million equivalent of German marks and no
yen; the Treasury’s Exchange Stabilization Fund
(ESF) sold $358.5 million equivalent of marks
and the entire $1,751.5 million equivalent
of yen.

Over the same period, the U.S. authorities
acquired yen in a variety of ways. In particular,
$30.9 million equivalent was received represent-
ing interest payments under the Supplemental
Financing Facility of the International Monetary
Fund (IMF), $184.5 million equivalent resulted
from the exchange of SDRs with other monetary
authorities, and $1.4 million equivalent was pur-
chased from customers.

In the November-January period, the Federal
Reserve and the ESF realized profits of $612.4
million and $749.7 million respectively, from
foreign currency operations. As of the end of
January, cumulative bookkeeping or valuation
gains on outstanding foreign currency balances
were $1,846.8 million for the Federal Reserve
and $1,350.5 million for the ESF. These valua-
tion gains represent the increase in the dollar
value of outstanding currency assets valued at
end-of-period exchange rates, compared with the
rates prevailing at the time the foreign currencies
were acquired.

The Federal Reserve and the ESF regularly
invest their foreign currency balances in a variety
of instruments that yield market-related rates of
return and that have a high degree of quality and
liquidity. A portion of the balances is invested in
securities issued by foreign governments. As of
the end of January, holdings of such securities
by the Federal Reserve amounted to $1,051.7
million equivalent, and holdings by the Trea-
sury amounted to the equivalent of $996.1
million.

TREASURY SWAP ARRANGEMENTS WITH
FOREIGN CENTRAL BANKS

During the period under review, the U.S. Trea-
sury through the ESF provided short-term
financing facilities to Argentina and Ecuador.

Argentina. As noted in the previous report
(pages 14-17 of the January 1988 BULLETIN), on
October 30, 1987, a near-term credit facility of
$500 million was made available jointly by the
ESF, the Bank for International Settlements
(acting for certain central banks), and the central
banks of Mexico, Uruguay, and Colombia to the
Central Bank of the Argentine Republic. On
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November 12, the Argentine central bank drew
$190 million from the ESF’s portion of $200
million. The central bank of Argentina repaid
$90.1 million on December 7, $84.3 million on
December 21, $10.3 million on December 23, and
the remaining $5.3 million on December 30.
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Ecuador. On December 3, 1987, the ESF
agreed to provide a $31 million short-term credit
facility for the Central Bank of Ecuador. On the
next day, the Central Bank of Ecuador drew the
full amount, which was subsequently repaid on
January 26, 1988.
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Industrial Production

Released for publication February 17

Industrial production increased 0.2 percent fur-
ther in January after a revised rise of 0.4 percent
in December. Gains were concentrated in the
production of trucks for consumer use, nondura-
ble consumer goods, business supplies, and man-
ufacturing equipment; automobile production de-
clined about 7.5 percent over the month. Output

of materials, which rose sharply throughout the
second half of last year, was little changed in
January. At 133.8 percent of the 1977 average,
the total index in January was 6 percent higher

than it was a year earlier.

In market groups, production of consumer
goods rose 0.4 percent in January as large in-
creases in lightweight truck assemblies and in
nondurable consumer goods—particularly food
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1977 = t i
977 = 100 Percentage change from preceding month Percentage
change,
Group 1987 1988 1987 1988 Jan. 1987
to Jan.
Dec. Jan. Sept. Oct. Nov. Dec. Jan. 1988
Major market groups
Total industrial production ........... 133.6 133.8 -2 1.1 4 4 2 6.0
Products, total........................ 141.1 141.5 -4 1.1 .0 . 2 5.2
Final products...................... 139.2 139.5 -4 1.1 -2 1 2 4.7
Consumer goods ................. 129.3 129.8 -13 1.1 1 .1 4 34
Durable............coeevveeenn 120.3 120.8 -2.2 48 -.5 =27 4 1.6
Nondurable.................... 132.6 133.1 -1.1 -2 3 1.1 4 4.0
Business equipment.............. 148.7 148.6 4 1.6 -3 3 —.1 7.2
Defense and space............... 189.7 190.2 4 3 -.3 -.1 3 1.5
Intermediate products.............. 147.7 148.2 -3 9 N 3 4 6.8
Construction supplies............ 134.6 134.6 -2 8 .5 4 .0 33
Materials .......vevereiiiiiiiiiiieneas 123.3 123.4 2 1.3 9 9 .1 7.4
Major industry groups
Manufacturing..........ooeeeriinnnans 138.5 138.9 -.1 1.2 4 5 2 6.2
Durable ............cooiiiiiiiin 137.1 137.2 ~-.1 2.3 .0 2 .1 6.1
Nondurable ...............oovuuls 140.6 141.2 -1 -.3 1.0 8 4 6.4
Mining.....oooveiiieeniiiiiiiieens 103.2 102.6 1.0 1.7 .5 -.9 -.6 3.2
Utilities............ooveeiiiiiinn. 112.6 114.0 -1.4 8 8 -3 1.3 5.6

NoTE. Indexes are seasonally adjusted.

and energy—were only partially offset by contin-
ued weakness in auto output. Auto assemblies
were reduced in January to an annual rate of 6.0
million units from a rate of 6.5 million units in
December. Output of business equipment was
little changed, on balance. Production of manu-
facturing and power equipment advanced
strongly, and output of commercial equipment,
which includes computers, edged up. However,
output of transit equipment fell more than 3.5

Total industrial production—Revisions

Estimates as shown last month and current estimates

percent last month, largely reflecting a decline in
assemblies of motor vehicles other than light
trucks.

The indexes for both durable and nondurable
materials were unchanged in January, but were
appreciably stronger in December than originally
published. In January, output of chemical mate-
rials and parts for equipment continued to post
strong gains, but production of paper and basic
metals registered declines. Production of energy
materials was up in January, with generation of
electricity providing the major impetus.

In industry groups, manufacturing output in-
creased 0.2 percent in January. Although many

machinery industries continued to show gains,
Percentage change . . .
Index (1977=100) from previous production of iron and steel fell back in January
Month months following a sharp rise in December. As a result,
Previous | Current | Previous | Current durable manufacturing was about unchanged in
January. Output of nondurable goods increased
October. ....... 132.5 132.5 1.1 1.1 : : e
October... .- 1323 B A y 0.4 percent 1th anuary, and production at utllm'es
December...... 133.3 133.6 2 4 was up an estimated 1.3 percent. However, min-
January ........ e 133.8 e 2 . . .
ing production declined 0.6 percent.
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Statements to Congress

Statement by Alan Greenspan, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Banking, Housing, and
Urban Affairs, U.S. Senate, February 2, 1988.

1 appreciate this opportunity to appear before the
Banking Committee to address questions about
the Federal Reserve’s response to the turbulence
in financial markets last October, the functioning
of our financial markets during that period, and
proposals for structural and regulatory reforms.

FEDERAL RESERVE RESPONSE
TO THE OCTOBER CRISIS

During the stock market crash, and in the days
following, the Federal Reserve undertook a num-
ber of actions to deal with emerging problems
and restore confidence. Our purpose was to limit
any damage to the economy from the collapse in
financial markets.

History teaches us that central banks have a
crucial role to play in responding to episodes of
acute financial distress. Before the founding of
the Federal Reserve, the early stages of stock
market crashes or their equivalent were com-
pounded by a sharp escalation of short-term
interest rates and a reduction in credit availabil-
ity. For example, during the Panic of 1893, rates
on call loans to brokers in New York City were
quoted at the extraordinary level of as much as
74 percent per annum; the rates on prime com-
mercial paper reached 18 percent. Interest rate
quotes during the Panic of 1907 were similar.
Moreover, these rates were for the most part
purely formal quotes; even at such high interest
rates, very little money was actually forthcoming
from nervous lenders.

These rates are a product of natural market
reactions to the dramatic increases in uncertainty
that accompany such episodes. Fearful people
tend to withdraw; they pull back; they endeavor

to become safer and more liquid. Savers and
lenders attempt to disengage from markets, es-
pecially those involving risk-bearing instru-
ments, and look for preservation of principal
rather than capital gains and earnings potential.
This increased demand for liquidity and safety is
a phenomenon that in recent years has often been
described as a flight to quality. At the same time,
some private borrowers might find that their
credit needs have been enlarged by a stock
market crisis, especially the securities dealers
who need to finance a larger inventory of equity
shares acquired from a panicky public. Others
may increase their borrowing just to have a larger
cushion of cash on hand, given the financial
uncertainties.

This combination of supply and demand fac-
tors can add up to a situation in which private
borrowers could have difficulty obtaining credit,
or at least find it very much more expensive.
Short-term interest rates on private instruments
and the cost of borrowing from intermediaries
could rise sharply, compounding the crisis and
increasing the potential for major damage to the
economy and the financial markets.

There certainly can be a rational component
underlying the heightened demand for liquidity
and increased reluctance to lend to private bor-
rowers. A stock market crash can patently in-
crease the credit risk involved in lending to
certain borrowers, such as those dealers holding
large inventories of equity relative to their capi-
tal, or firms planning to retire debt by selling
shares of stock, or companies that may experi-
ence reduced demand for their products as a
result of the decline in equity prices. But there
can be, and almost always is, an exaggerated
market reaction as well, based on little hard
evidence, that builds on itself and ultimately
affects borrowers whose creditworthiness has
not been materially impaired by the drop in
equity values. This irrational component of the
demand for liquidity may reflect concerns that
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the crisis could affect the financial system or the
economy more generally, spreading beyond the
individual participants directly involved. It also
can be a strong reaction to heightened uncertain-
ties before firm information becomes available on
which potential borrowers have been weakened
and which are still sound.

The irrational aspect of the flight to liquidity
and quality is similar in some respects to a run on
a bank that is fundamentally sound. In the days
before deposit insurance, banks attempted to
fend off such runs by putting cash in the front
window. By reassuring depositors that ample
supplies were on hand, the run might be discour-
aged from even beginning.

In a sense, the Federal Reserve adopted a
similar strategy after October 19, one aimed at
shrinking irrational reactions in the financial sys-
tem to an irreducible minimum. Early on Tues-
day morning, October 20th, we issued a state-
ment indicating that the Federal Reserve stood
ready to provide liquidity to the economy and
financial markets. In support of that policy, we
maintained a highly visible presence through
open market operations, arranging System repur-
chase agreements each day from October 19th to
the 30th. These repurchase agreements were
substantial in amount and were frequently ar-
ranged at an earlier time than usual, underscoring
our intent to keep markets liquid.

By demonstrating openly our determination to
meet liquidity demands, we could, in practice,
reduce those demands to the extent that they
arose from exaggerated fears. Through its ac-
tions, the central bank can help to assure market
participants that systemic concerns are being
addressed and the risk is being contained—that
isolated problems will not be allowed to infect
the entire financial system.

The Federal Reserve’s activities seem to have
contributed to a calming of the extreme concerns
generated by the stock market collapse. Gradu-
ally, risk premiums for private borrowers sub-
sided, suggesting that the flight to quality had
abated. However, fear-based demands for liquid-
ity remained, generated temporarily in the course
of the financial turmoil, and there were also
understandable and reasonable demands for ex-
cess reserves at depository institutions, whose
reserve management appropriately turned more

cautious. In addition, demand deposits bulged
after the stock market fall, probably in conjunc-
tion with the surge in financial transactions. The
Federal Reserve supplied extra reserves to ac-

‘commodate these needs.

By helping to reduce irrational liquidity de-
mands and by accommodating the remainder, the
Federal Reserve avoided a tightening in overall
pressures on reserve positions and an increase in
short-term interest rates. In fact, we went even
further and eased policy moderately after the
stock market collapse in light of the greater risk
to continued economic expansion. The federal
funds rate dropped from more than 7V percent
just before October 19th to about 6% percent in
the first half of November, and regular adjust-
ment and seasonal borrowing at the discount
window fell from about $500 million to less than
$300 million in November. Rather than the spikes
in rates observed in panics earlier in our history,
short-term rates actually declined after October
19, even on private instruments.

At the same time, I should add that it was very
important that our actions not be perceived as
merely flooding the markets with reserves. That
would not have addressed the problem. We un-
dertook open market operations in a measured
and calibrated way. Haphazard or excessive re-
serve creation would have fostered a notion that
the Federal Reserve was willing to tolerate a rise
in inflation, which could itself have impaired
market confidence. We were cautious to attack
the problem that existed and not cause one that
did not.

In addition, the Federal Reserve took a num-
ber of other steps after the stock market crash
that were focused on the functioning of the
markets and the financial strength of important
participants. These steps were designed to en-
able us to be in a position to address the conse-
quences of the crash on markets, especially if
they threatened further disruption to the financial
system, and to assure the markets of our efforts
to contain the damage. Our actions dealt with a
number of actual and potential specific problems,
but more generally were also a key aspect of our
strategy to contain the effects of the market
disruption by maintaining a high visibility that
would calm markets and reduce irrational de-
mands for liquidity.
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We recognized that the safety and stability of
the banking system are essential to the success of
this strategy. History teaches us that stock mar-
ket declines that do not adversely affect the
banking system have a much less serious effect
on the overall economy than ones that do.

For example, the stock market crashed in
March 1907, but the Panic of 1907 was not
initiated until the failure of the Knickerbocker
Trust Company in October. The damage to the
economy after the stock market crash in October
1929 was much magnified by the series of bank
failures that occurred in 1930-33. Conversely,
the stock market fell sharply in May and June
1962; however, the banking system was not
seriously affected, and the effect on the overall
economy was limited.

Accordingly, during the recent events, the
System placed examiners in major banking insti-
tutions and monitored bank developments care-
fully in several ways.

For example, the Federal Reserve Banks kept
close track of currency shipments to banking
institutions to identify potential emerging bank
runs. These shipments did increase after October
19 but seemed to involve banks that were taking
precaution against runs that never occurred. In
addition, there was a generalized increase in the
demand for precautionary balances in currency
by the public, not associated with runs on banks,
that was also satisfied.

We reviewed the potential impact of stock
market activity on pending bank holding com-
pany mergers and acquisitions. We monitored
the announced or unannounced intention of bank
holding companies to buy back their stock. When
discussing these possible actions with holding
companies, we took the position that such pur-
chases would be inappropriate other than on a
limited basis to restore order in the market for
their stock.

We paid particular attention to the credit rela-
tionships between banks and securities dealers.
We assessed the banking industry’s credit expo-
sure to securities firms through loans, loan com-
mitments, and letters of credit. We were in
contact with both banks and securities firms
regarding the liquidity and funding of brokers and
dealers. We recognized that banks needed to
exercise caution in their credit judgments to

protect their financial stability. At the same time,
banks have always been relied upon as important
sources of credit in financial markets, especially
when those markets are troubled and normal
access may have been impaired. In our conver-
sations with banks, we stressed the importance
of ensuring adequate liquidity to meet legitimate
customer funding needs, even if they were un-
usually large, while recognizing explicitly the
responsibility of market participants to make
their own independent credit judgments.

In the event, banks did make a large volume of
securities loans after the stock price decline.
They apparently reviewed their credit exposure
carefully, in some cases asking for additional
collateral. However, our information suggests
that there were only a few instances in which
credit was withdrawn or requests for new credit
were refused, and these instances involved rela-
tively minor amounts. The generally good per-
formance of this key lending function may be
attributable, at least in part, to the knowledge
that the Federal Reserve was making reserves
freely available so that banks would not be facing
escalating funding costs.

The Federal Reserve also took particular inter-
est in the government securities market. We have
long had a special involvement in this market
through our open market operations and as fiscal
agent for the Treasury.

In the wake of the stock market decline, we
stepped up our daily monitoring of primary gov-
ernment securities dealers and interdealer gov-
ernment securities brokers. We held discussions
with regulators and other market practitioners
regarding particular situations in which firms
were having difficulty meeting capital require-
ments. Officials of the Federal Reserve Bank of
New York met with representatives of govern-
ment securities dealers and with interdealer gov-
ernment securities brokers with regard to con-
cerns about counterparty risk, especially in
when-issued trading associated with the Trea-
sury’s November refunding.

One problem that arose resulted from a reluc-
tance of some holders of government securities
to lend them as freely as they typically do. As a
consequence, the incidence of failures to deliver
particular government securities rose, potentially
disrupting trading and liquidity in this key mar-
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ket. In response, the Federal Reserve tempo-
rarily liberalized the rules governing lending of
securities from its portfolio. For a time, we lifted
per-dealer and per-issue limits on such lending
and set aside the rule against lending to facilitate
short sales.

Beyond these efforts in the banking and gov-
ernment securities areas, the Federal Reserve
was in frequent contact with market participants
and officials at the Treasury and at other regula-
tory agencies regarding the functioning of other
markets as well. The efforts proved essential to
gather information, identifying developing prob-
lems, and coordinate responses with other au-
thorities.

Many of the contacts occurred through the
Federal Reserve Banks of New York and Chi-
cago, which have special knowledge and under-
standing of nearby markets and contacts with
key officials. Through them and at the Board of
Governors, we were in touch with officials at the
stock, options, and futures exchanges, as well as
with the Securities and Exchange Commission
(SEC) and the Commodity Futures Trading Com-
mission (CFTC), regarding the liquidity of the
markets, the functioning of market makers, op-
erational problems, and settlement issues. In
addition, we discussed the possible effect of
sharp swings in markets on participants’ financial
conditions to obtain advance warning of any
problems that might be developing. To facilitate
timely margin collections in futures markets, the
Federal Reserve extended the hours of operation
of its funds transfer system on October 19 and 20.

Furthermore, we closely monitored the inter-
national ramifications of the stock market crash,
and the effect of developments in foreign markets
on U.S. market participants. We communicated
with officials of foreign central banks with regard
to general market conditions and with various
market participants abroad regarding the effects
of the stock market developments in specific
markets.

In summary, the Federal Reserve acted in
response to the stock market crash to reduce
irrational fear-based demands for liquidity, to
meet remaining unusual liquidity demands, and
to monitor developments in the government se-
curities and equities markets and in the banking
system. Our reactions to provide liquidity appar-

ently prevented the sharp interest rate spikes
observed in earlier crisis periods. Interest rate
spreads have come back more into line, and
market functioning appears to have returned
toward more normal conditions. Although it ap-
pears that the acute crisis period has passed,
markets remain quite sensitive, and could react
strongly to developments that seemed to portend
more market instability.

STOCK MARKET FUNCTIONING
AT THE BREAK

Regarding the matter of the overall functioning of
our markets for equities and derivative instru-
ments during the October turbulence, we now
have the benefit of several major studies. More
studies will be forthcoming. Clearly, the findings
and the recommendations of these studies de-
serve careful consideration. Senator Brady and
the other members of the Presidential task force,
along with their staff, have done a remarkable job
of assembling information and preparing their
report on the October plunge in so short a span of
time. The nation owes them a debt of gratitude
for their efforts. We find their analysis of the
causes of the stock break particularly instructive
and subscribe to its general lines. We differ, in
part, on some of their recommendations for
reform. The Brady report, along with those of the
CFTC, the General Accounting Office (GAO),
and various private organizations, are adding
much to our understanding of these events and
the vulnerabilities of our securities markets to
rapidly changing developments.

It hardly needs to be said that we are dealing
with an extremely complex set of issues involv-
ing the factors that influence price movements in
securities markets and the capability of our finan-
cial institutions to withstand extreme shocks.
Not only do the studies emerging on this matter
reinforce the point that there are close relation-
ships among the various domestic securities mar-
kets and between these markets and their deriv-
ative counterparts but also the extent to which
our financial marketplace has become inter-
twined with those abroad.

In addressing the issues before us, we must
keep these dependencies in mind. We must also
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recognize that the financial system is in the
process of evolution and that much of the change
since mid-October has been in reaction to weak-
nesses displayed at that time. Some of these
adaptations—such as a reduction in the use of
portfolio insurance strategies—are taking forms
that limit pressures that would be placed on the
system if circumstances similar to those of mid-
October were to recur. Others are adding to the
system’s capacity to bear large shocks.

A central question is the cause of the market
collapse and its suddenness. Only if we under-
stand why it happened can we gain insights into
how the structure of markets for equities and
their derivatives can be improved. Not only was
the stock price break very large, but it was
compressed into a very short span of time. We
can point to a number of price declines in our
history of a magnitude similar to last October,
but none have been as rapid. Also, the plunge
was an international phenomenon. The drop was
of fairly uniform severity across the major equity
markets, affecting those with well-developed and
less-developed derivative markets similarly.

Before the drop, the market had run up to very
high levels. The bull market from 1982 onward
was nurtured by a favorable economic setting for
businesses, which investors came increasingly to
view as likely to be sustained. In particular,
inflation expectations were greatly reduced over
this period, even as the economic expansion
continued. However, stock prices finally reached
levels that stretched to incredulity expectations
of rising real earnings and falling discount fac-
tors. Something had to snap. If it had not hap-
pened in October, it would have happened soon
thereafter. The immediate cause of the break was
incidental. The market plunge was an accident
waiting to happen. Measures of real rates of
return on equity investments indicated that such
returns were at historically low levels last sum-
mer—a situation that in the past has been re-
stored to more normal levels either by a subse-
quent sharp increase in earnings or a pronounced
drop in share prices. In the event, we got the
latter.

Probably contributing to high share prices
were efforts by investors previous to October to
extend their cash equity positions on the thought
that the availability of liquid markets for deriva-

tive instruments would enable them to promptly
trim their exposure and limit losses should they
fear a turndown in prices. Many users of portfo-
lio insurance strategies, especially those aggres-
sive formal programs that were model driven and
executed by computers, believed that they could
limit their losses in a declining market, and hence
were willing to be more than usually exposed in
cash equity markets. However, the experience of
last October vividly illustrates that timely execu-
tion cannot be assured, especially under those
conditions when it matters the most—when the
markets are under heavy selling pressure. In
essence, there was an illusion of liquidity that
likely encouraged larger equity positions on the
part of many investors. Of course, while an
individual investor can in principle reduce expo-
sure to price declines, the system as a whole with
rare exceptions cannot.' Thus strategies by so
many investors to shed risk associated with a
large decline in price were vulnerable in ways
that had not been fully contemplated. The nearly
simultaneous efforts of so many investors to
contain losses pushed the system beyond its
limits, exacerbating problems of execution and
leading to portfolio losses that had not been
envisioned when these strategies were adopted.
The dramatic experience of October has, how-
ever, introduced more realism into such risk-
shedding investment strategies, and in the pro-
cess has defused some of the potential pressures
on the system in the future. The mere fact of
sharply lower prices has significantly reduced the
risk of a replication of October 19.

Modern technology coupled with the greater
presence of sophisticated institutional investors
undoubtedly contributed to the suddenness of
the October drop. Through modern telecommu-
nications and information processing, investors
can follow events as they unfold and react very
promptly. What formerly took hours or days now
can be done in seconds or minutes. Moreover,
institutional investors have taken on a major role
in the market for equities and derivative prod-

1. To the degree that derivative instruments facilitate a
better redistribution of price risk to those most willing and
able to bear it, they can add to the appeal of cash equity
investments to investors, encouraging them to hold larger
permanent equity positions.
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ucts—accounting for about two-thirds of trading
volume—and these sophisticated investors are
capable of reacting almost instantaneously to
information as it becomes available; these inves-
tors also were heavy users of portfolio insurance
programs that key off movements in market
prices and reinforce buying or selling pressures.

Modern technology, along with major institu-
tional presence in the market, implies that an
enormous volume of buy and sell orders can be
sent to the markets at any moment, leading to
very sudden pressures on prices. Furthermore,
sharp downward price moves by themselves,
such as those occurring last October, can act to
heighten uncertainty in the markets and efforts to
disengage, thereby compounding selling pres-
sures. Under these circumstances, many poten-
tial buyers become reluctant to enter the market
as the sharp price move, outside the range of
normal experience, leads to doubts about under-
lying values. In other words, a rapid decline in
prices can act to raise the uncertainty premium in
share returns, adding, at least for a while, to
downward price momentum and pressures on
execution capacity. In earlier periods of large
market declines, such as the Panic of 1907, news
of the initial drop reached investors more slowly,
for many, the next day. As a consequence, price
declines were spread over a longer period of time
and some of the trauma caused by a sudden price
break and the corresponding pressures on system
capacity was thus avoided.

On top of these factors, system capacity be-
came an influence on investor behavior. As in-
vestors came to recognize that the capacity of the
system to execute trades was faltering, they
sought to get out while they could. In other
words, the realization by investors that the sys-
tem cannot simultaneously accommodate all the
efforts under way to reduce long positions in
stocks or their derivative instruments prompts
still others to attempt to get out, too. This
situation is not at all unlike the conditions asso-
ciated with a classic bank run once it becomes
apparent to depositors that the bank’s liquidity
will be exhausted. The problem is compounded.
The confusion and uncertainty about execution
last October likely contributed to uncertainty
premiums in share returns and thus to additional
downward pressures on prices.

The emerging incoherence between the prices
of stocks, stock index futures, and options last
October also contributed to uncertainty premi-
ums and the downward pressure on prices. There
is, of course, only one valuation process in these
markets, that being the underlying value of the
primary claims to corporate ownership. Index
futures and options are claims on the primary
claims and can have value only to the extent the
underlying stocks have value. In fact, index
futures and options merely gross up the demand
and supply for equity-related products. Every
such contract has equal outstanding long and
short positions, the net of which is, of necessity,
a wash. Stocks, in contrast, reflect a net long
position representing the total value of the com-
bined equity and derivative products. In normal
circumstances, when markets are functioning
efficiently, arbitrage keeps the prices of these
so-called derivative instruments in line with eq-
uities. But under the strains of last October, the
individual markets for these instruments were
fragmented, generating considerable price dis-
parities. These disparities were able to persist for
extended periods of time—adding to confusion
and doubt—owing to a breakdown of the arbi-
trage process associated with the withdrawal
process and execution problems.

Other factors added to strains on the markets
last October. The lack of coordination of margin
collection and payment crimped the liquidity of
some market makers and their ability to maintain
positions. Also, rumors and discussion of ex-
change closings and possibly insolvent clearing-
houses added to confusion in the markets and
evidently encouraged some investors to liquidate
portfolios before the markets shut down, further
adding to strains on the system. In short, the
initial rapidity of the price correction to an over-
valued market, and a faltering execution capac-
ity, sharply raised risk or uncertainty premiums,
which contributed to historic declines in prices.

While much of the attention given to the per-
formance of the equity and derivative markets
last October has been on the strains and weak-
nesses displayed, we must nonetheless not lose
sight of the fact that we came through the crisis
remarkably well given what happened. No major
brokerage firms failed, unprecedented margin
calls by the futures clearinghouses were met by
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their members, and stock prices reached a new
trading range shortly after the plunge.

STRUCTURAL AND REGULATORY REFORMS

Turning to recommendations for structural re-
form, 1 particularly appreciate the opportunity to
appear after Senator Brady. The Brady task
force observes, as do others, that the weight of
the evidence clearly indicates that the markets
for securities and their derivative products are
very closely interrelated and can and should be
viewed as one market. They conclude that these
circumstances require a common regulatory ap-
proach.

Recognizing that we are dealing fundamentally
with a single market system is basic to addressing
the structural and regulatory issues before us.
We must appreciate that there is a single valua-
tion process affecting stocks, index futures, and
options, and that arbitrage across these markets
in the normal course of events acts to keep the
prices of these various instruments in alignment.
Thus, we must not jump to the conclusion that
movements in futures prices by themselves cause
movements in the cash market just because they
frequently precede them. We must be careful to
avoid confusing symptoms with causes. When
information affecting the value of equities be-
comes available, portfolio adjustments naturally
occur first in those markets in which the costs of
making adjustments are lowest, which commonly
has been in the futures markets. Arbitrage, in-
cluding index arbitrage, acts to ensure that val-
ues in the cash market and elsewhere reflect the
new information.

We must also recognize that some of the
factors contributing to the October break cannot
realistically be corrected by public policy. In
part, the sharpness of the October decline re-
flected modern telecommunications and informa-
tion processing systems. But this technology also
tends to enhance the efficiency of our markets
and is beneficial to many other aspects of our
welfare and, nevertheless, is here to stay. We
must learn to adapt to this development, as we
have to so many others that have advanced our
society. Similarly, we do not want to lose sight of
the important role that professional institutional

investors play in managing our retirement pro-
grams and the assets of nonprofit institutions,
though their very sophistication and rapid re-
sponse accelerated price moves in October. It
also is important to realize that the so-called
portfolio insurance programs that institutions
have used are strategies and not products. These
strategies frequently involve active use of deriv-
ative instruments, but they would exist, though
probably on a smaller scale, even without the
availability of such products. Moreover, the
experience of last October demonstrated to these
investors that aggressive strategies aimed at ek-
ing out a little more yield are inherently much
more risky than had been thought, especially in
those circumstances for which protection is most
sought. Thus, the pressures that they would
place on the system in the event of a future
market contraction would be much diminished.

It is clear from the Brady report and from other
studies that the capacity of the infrastructure of
our financial system to absorb the extraordinary
demands placed on it last October was insuffi-
cient. We must be aware that demands on the
system could again exceed execution capability
and that remedies may well be needed that
expand capacity or that establish an orderly
adjustment process once capacity limits have
been reached.

Expansion of execution capacity, which rarely
comes into play, may imply a misuse of re-
sources. As a consequence, the Brady task force
recommendation for circuit breakers has some
appeal. We now have a better idea of the conse-
quences of relying on a disorderly process for
dealing with massive volume and demands on
market-maker capital in the context of volatile
price behavior. Relying on the disorderly process
of last October discourages buyers from entering
as well as compounds investor uncertainty. The
Brady report suggests circuit breakers in the
form of price limits and coordinated trading halts
as worthy of consideration. In a sense, this could
be viewed as a way of slowing things down when
market conditions become hectic and threaten to
get out of control, thereby replicating conditions
of the past. The use of price limits, provided that
they are known in advance and sufficiently wide
to permit trading in all but the most extreme
circumstances, could prove to be a constructive
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measure for prompting a pause in trading, espe-
cially if there is unusual uncertainty on the part
of lenders about the financial position of various
market makers and brokers and uncertainties on
the part of such borrowers about access to credit.
They could also provide more time for policymak-
ers to respond if the conditions giving rise to the
trading halt were deemed to be an emergency.
On the other hand, large price moves may lead
to fears that the limits will be reached and that
portfolio adjustments will not then be possible,
putting more pressure on the system and assuring
that the limits are hit. The recent proposal of the
New York Stock Exchange to place temporary
price limits on individual stocks could prove
helpful in assessing the viability of price limits.
Ad hoc methods for closing markets should best
be avoided, as reliance on such methods is likely
to encourage rumors of closings and add to
market confusion. Also, a system that leads to
market closings should be one that is coordinated
among the markets, perhaps internationally; if
not, trading likely would shift to those markets
remaining open, potentially pushing them be-
yond their capacity constraints. Price limits and
other circuit breakers must be viewed as being
inherently destabilizing, but they may be the
least bad of all the solutions. When orders ex-
ceed execution capacity, the system will break
down. The only question is whether it is better
for it to take the form of a controlled disruption
or leave the solution to a haphazard set of forces.
On the matter of regulatory structure, the
Board in 1985 reviewed the appropriate form of
margin regulation and suggested that margins on
stocks and derivative instruments be set by self-
regulatory organizations (SROs) subject to fed-
eral oversight. It was thought that SROs were in
the best position to determine the appropriate
level of margin and had the incentive to do so to
protect the integrity of their markets. It also was
thought that federal oversight would be appropri-
ate to assure coordination of margin setting
across cash, futures, and options markets, and a
direct federal role might be needed in emergency
situations. The CFTC and SEC were viewed as
playing an important role in federal oversight,
given their knowledge and expertise in the mar-
kets that they regulate. The Board expressed its
willingness to be a part of such a system.

We have reviewed the matter of federal over-
sight again and believe that such a concept
continues to be appropriate. We appreciate the
confidence that the Brady task force has implic-
itly placed in the Federal Reserve and also its
reasons for recommending that a single agency
have full intermarket oversight authority. How-
ever, we seriously question this recommenda-
tion. To be effective, an oversight authority must
have considerable expertise in the markets sub-
ject to regulation, something that the CFTC and
SEC have developed over some time. Moreover,
were the Federal Reserve to be given a dominant
role in securities market regulation, there could
be a presumption by many that the federal safety
net applicable to depository institutions was be-
ing extended to these markets and that the Fed-
eral Reserve stood ready to jump in whenever a
securities firm or clearing corporation was in
difficulty. Coherence of federal oversight over
the market for equity instruments could be
achieved through merging the relevant portions
of the CFTC with the SEC or by a joint oversight
authority including the SEC, CFTC, and perhaps
the Federal Reserve or the Treasury.

We continue to view the achievement of con-
sistent margins across the various instruments as
being appropriate and believe that a federal over-
sight authority would be well positioned to ac-
complish this. The proper level of margin,
though, is a very complicated issue and must be
addressed carefully. There are fundamental dif-
ferences in the price behavior of individual
stocks, stock indexes, options, and futures that
are likely to call for different levels of margin if
our primary objective is to preserve the integrity
of these markets while promoting liquidity. We
must recognize that setting margin too high on an
equity instrument would discourage the use of
such an instrument and reduce its liquidity, indi-
rectly affecting the markets for the other instru-
ments as well.

On the related matter of clearing mechanisms,
we concur with the spirit of the Brady task force
that improvements in the clearing system are
needed, based on a more unified approach. The
evidence for mid-October shows that lack of
synchronization of margin collection and pay-
ment across the markets led to cases in which
brokers or market makers were in a position of
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having to pay out margin in one market before
being able to collect from another; this situation
tended to squeeze liquidity and contributed to
the overall problem. The need for better coordi-
nation of margin calls and collection and pay-
ment seems clear if the system is to be better able
to withstand the kinds of strains that were placed
on it last October. Whether a single clearing
organization servicing all of the exchanges or
tighter coordination of the clearing process
among the existing exchanges is required re-
mains an open question at this point. Another
approach would be for a new intermarket clear-
ing corporation to be established to handle the
accounts of brokers, market makers, and inves-
tors with intermarket positions. In any event, the
relation between margin and clearing suggests a
role for federal oversight in the intermarket clear-
ing process.

Finally, the Brady task force proposes that
detailed trading information be collected on a
regular basis for purposes of monitoring market

developments and identifying market abuses.
The information to be collected would include,
besides the trade, the time of the trade and the
ultimate customer. While recognizing the poten-
tial value of such information, my colleagues on
the Board and I oppose such data collection,
except on a voluntary basis. The right to privacy
is important for a free society, and we believe
that the case for collecting such information must
be a compelling one, which this one does not
seem to be. Also, such an action by the United
States alone could well reduce the attractiveness
of our securities markets to foreign investors at a
time when we are heavily dependent on foreign
capital for financing our external deficit.

In sum, the Brady proposals and those for-
mulated by others represent an important basis
for public discussion. Reactions to these and
other proposals by a wide cross section
of the public will prove helpful in clarifying
methods for strengthening our securities
markets. Ol

Statement by Alan Greenspan, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Banking, Finance and
Urban Affairs, U.S. House of Representatives,
February 23, 1988.

I appreciate this opportunity to appear before
you to discuss the conduct of monetary policy
and the economic and financial situation. You
have received the more formal Monetary Policy
Report to the Congress of the Board of Gover-
nors detailing the economic and financial situa-
tion and reviewing our policy actions in 1987, and
presenting our approach to monetary policy this
year. (See pages 151-64 of the March 1988 BuL-
LETIN.)

The setting for monetary policy for the year
1988 and beyond is more than normally complex.
While the economy itself is well into the sixth
year of expansion, the forward momentum of
that expansion has been brought into question,
and we continue to run sizable external deficits
with associated dependencies on foreign savings;
at the same time, inflation rates, while below

those of earlier in the decade, are still high in a
long-term perspective. Moreover, uncertainties
persist about key indicators of policy—the mon-
etary aggregates—and their relation to the per-
formance of the economy. Our approach to mon-
etary policy in 1988 will require a delicate
balancing of considerations that must take ac-
count of the difficult multiyear challenge that we
face in seeking to wind down our external deficits
in a manner that is consistent with the mainte-
nance of sustainable growth in the United States
and the world economy in 1988 and beyond.

Toward this end, the Federal Open Market
Committee (FOMC) two weeks ago set some-
what lower target ranges for 1988, consistent
with a moderate pace of monetary expansion this
year. The ranges for M2 and M3 are 4 to 8
percent; for debt, we have set a monitoring range
of 7 to 11 percent. The annual ranges are wider
than in the past, recognizing that the linkage
between money and credit growth and economic
performance has become noticeably looser in
recent years.

Before discussing our monetary policy plans
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for 1988 in detail, I would like to review with you
the developments of the past year.

1987 IN PERSPECTIVE

The year 1987 was a time of economic transition,
and, like many periods of change, it had its
difficult moments. Nevertheless, clear progress
was made in achieving a healthier, more bal-
anced economy. For the year as a whole, output
and employment expanded strongly. As mea-
sured by the gross national product, production
increased nearly 4 percent from fourth quarter
1986 to fourth quarter 1987, according to the
Commerce Department’s preliminary estimates.
Almost 3 million persons were added to payrolls
over this period. And the civilian unemployment
rate dropped to about 5% percent—the lowest
level in this decade.

We achieved this growth with a better relation-
ship between domestic spending and domestic
production. Growth of private domestic final
purchases has slowed progressively from 7%
percent in 1983 as the economy emerged from
recession to about 1 percent last year. Mean-
while, real exports of goods and services rose
more than 15 percent over the four quarters of
1987, as our international competitivencss was
enhanced by the success of business and labor in
increasing productivity and restraining cost pres-
sures. In addition, the lower level of the dollar on
foreign exchange markets, because much of it
was not passed through into wage and other costs
domestically, also helped our firms to price more
competitively in foreign markets and to compete
with imports in the United States. The improve-
ment in the trade sector accounted for more than
a quarter of the overall gain in gross national
product.

One aspect of the improved trade situation was
better balance of our economy internally, with
previously lagging sectors showing particular
strength. The manufacturing sector revived in
1987: industrial production in manufacturing
surged 5V percent between December 1986 and
December 1987, and capacity utilization rose to
its highest level in seven years. For example,
output of steel rose especially strongly, which
was the main factor in bringing capacity utiliza-

tion in this industry from about 65 percent at the
end of 1986 to more than 90 percent at the end of
1987. And other areas of our economy, such as
farming, mining, and oil extraction, that had been
notably depressed earlier in the 1980s, showed
some signs of improvement.

The robust growth of the economy-—in combi-
nation with the budgetary actions of the Con-
gress and the President, and a one-time boost
from tax reform-—brought about a major reduc-
tion in the federal budget deficit last year. To be
sure, the flow of federal red ink was still heavy,
but fast December’s agreement was at least a first
step in needed actions for the future.

On the negative side, inflation increased in
1987. This development was not altogether sur-
prising, given the bounceback in energy prices
early in the year and the effects on import prices
of the decline in the dollar. Although wage gains
have remained subdued, we clearly need sus-
tained effort to bring about a more stable price
level.

As you may recall, the Federal Reserve set
ranges for monetary growth in 1987 that were 12
percentage point lower than in 1986. We also
noted that we would be conducting monetary
policy with an eye toward a variety of economic
indicators, including the strength of the econ-
omy, pressures on prices, and developments in
international markets, as well as money growth
relative to the ranges.

Although the aggregates from very early in the
year tended to run low relative to the ranges, the
challenge as we perceived it through much of
1987 was less to buoy money growth than to
prevent one-time price rises related to develop-
ments in energy and foreign exchange markets
from becoming rooted in a renewed inflation
process. Concerns about potential inflationary
pressures were clearly manifested in financial
markets as well. During the spring and again in
late summer, inflation worries pushed up com-
modities prices and long-term interest rates, and
heavy downward pressures on the dollar devel-
oped in light of growing pessimism about the
prospects for significant improvement in U.S.
external balances; concerns about the financing
of our external deficit in turn apparently added to
pressures on interest rates during these episodes.
In view of the inflationary potential, the Federal
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Reserve increased somewhat restraint on re-
serves in both episodes, and in September raised
the discount rate from 52 to 6 percent.

The balance of risks shifted after the stock
market collapse of October 19. The Federal
Reserve immediately modified its approach to
monetary policy in light of the turbulent financial
market conditions. During the crisis, the System
temporarily altered its focus somewhat from re-
serve positions to more direct measures of
money market pressures, and took several steps
to ensure adequate liquidity in the financial sys-
tem. Moreover, we encouraged some decline in
short-term interest rates, as a precautionary step
in light of the possibility that the contraction in
financial wealth and the deterioration in con-
sumer and business confidence might lead to a
significant drop-off in spending.

These actions helped to restore a degree of
confidence in financial markets. As this oc-
curred, the Federal Reserve returned some way
toward our earlier focus on reserve positions in
the day-to-day implementation of policy. But I
think it is fair to say that markets still are
exhibiting a certain edginess, and we cannot be
sure yet that normal market functioning has been
fully restored after the events of October. In
addition, the effects of the stock market events
on the economy may not be fully evident. In-
deed, indications of some softening in the econ-
omy as the year began, against the background of
a more stable dollar in foreign exchange markets,
led us to take a further small easing step a few
weeks earlier.

In the context of a monetary policy that, for
much of the year, needed to counter inflationary
pressures, and in light of the very rapid money
growth in 1986 and marked variations in velocity
in recent years, modest expansion of the mone-
tary aggregates in 1987 was viewed as acceptable
and appropriate. As market interest rates rose,
interest rates on deposits became less competi-
tive. This development encouraged a shifting
away from monetary assets, and growth of all of
the monetary aggregates slowed sharply. In ad-
dition, some special factors, such as the effects of
the new tax law, changes in bank funding
sources, and evolving business practices with
respect to cash management and compensating
balances, may also have damped money growth

last year. M2 and M3 grew 4 percent and 5%
percent respectively over the four quarters of last
year, leaving them below and just at the lower
ends of their annual ranges. M1 increased 6
percent.

Debt growth slowed to the midpoint of its
monitoring range. The progress in reducing the
federal budget deficit helped reduce borrowing,
and debt issuance by the private sector dropped
off as well. Debt growth could scarcely be char-
acterized as slow; at 92 percent, it continued the
pattern of increases relative to GNP.

EcoNOMIC QUTLOOK AND MONETARY
POLICY FOR 1988

In formulating its monetary policy plans for 1988,
the FOMC sought to further a number of com-
plementary objectives. The Committee contin-
ued to focus on maintaining the economic expan-
sion and on progress toward price stability,
which was seen as a necessary condition for
long-term sustained economic growth. It also
recognized that satisfactory performance of the
economy depended on moving over time toward
better balance in our external accounts.

For 1988, the Committee members generally
were optimistic that policy could be geared to
meeting these goals. Most members foresee con-
tinued economic growth next year with no signif-
icant pickup in inflation, although at current
levels of resource utilization and with rising
prices of imports likely from recent dollar de-
clines, vigilance against signs of a reemergence
of greater inflationary pressures will continue to
be needed. The central tendency of the forecasts
of FOMC members and other Reserve Bank
presidents is for growth in real GNP of about 2 to
2%2 percent from the fourth quarter of 1987 to the
fourth quarter of 1988-—slower than in 1987, but
likely close to what is a sustainable pace over the
longer haul. The unemployment rate may not
drop further, but employment gains could again
be substantial and better distributed across in-
dustries and geographical regions. Much of the
impetus to growth is expected to come from a
rapid pace of expansion of net exports of goods
and services, which would promote the process
of adjustment to better balance internally and
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externally. This should involve slow growth in
domestic demand, probably encompassing
damped gains in consumption and a much-
reduced pace of inventory building from the pace
near year-end.

Recent patterns of wage negotiations and set-
tlements do not seem to indicate any imminent
break from the restrained behavior of the mid-
1980s. Although capacity utilization has risen in
our manufacturing sector, bottlenecks are not as
yet a problem and are not expected to become
one if growth follows the subdued path of the
Committee’s outlook for real GNP. Even so, we
cannot be complacent about the potential for
higher inflation; by the time an acceleration of
costs and price pressure were to become evident,
the inflation process would already be well en-
trenched.

With its objectives in mind, as I noted earlier,
the FOMC established ranges for M2 and M3 of
4 percent to 8 percent over the four quarters of
1988, with the debt of domestic nonfinancial
sectors expected to increase between 7 and 11
percent. The growth ranges for money represent
a decrease from those for 1987—1 percentage
point in terms of the midpoints. This reduction is
viewed as another step in the longer-term pro-
cess of reducing targeted money growth to rates
more in line with reasonable price stability.
Moreover, the lower end of the ranges allows for
the possibility of little pickup in money growth,
especially M2, from 1987 under certain circum-
stances. If, for example, inflation expectations
were to strengthen, market interest rates would
tend to rise, and relatively slow money growth
could again be an appropriate policy stance.

The FOMC does not anticipate that circum-
stances will call for such slow money growth. In
fact, it expects some acceleration of monetary
expansion in 1988, perhaps to around the middle
of the ranges. But changing circumstances could
easily require a considerably different outcome.
In recognition of the unusual degree of uncer-
tainty in the economic outlook and the large
movements of money relative to income in recent
years, we have widened the specified ranges for
monetary growth from the more traditional 3
percentage points to 4 points.

This change was advisable partly because the
linkage of money to spending and income ap-

pears to have become looser in the 1980s. As you
know, most historical experience has suggested a
fairly close relationship between spending and
the quantity of money and, over a longer run,
between money and prices. These relationships
established the basis for adopting specific targets
for growth of money to attain the ultimate goals
of macroeconomic policy.

But these relationships appear to have changed
considerably in the 1980s, partly reflecting the
effects of deregulation, innovation, and changing
technology. The spectrum of stores of value is
extremely broad, extending from real capital,
like plant and equipment and houses, on the one
hand, through stocks, bonds, and time deposits,
to perfectly liquid currency and checking ac-
counts, on the other hand. Both households and
businesses are continually adjusting their balance
sheets and the allocation of their income flows
between accumulation of financial assets of
different sorts and acquisition of goods and ser-
vices.

Transactions balances are on the edge of the
exchange of financial claims for goods and ser-
vices. Regulation and established practices pre-
viously acted to enforce a marked separation
between transactions money balances and all
other balances and supported a fairly close rela-
tionship between spending and the quantity of
transactions money—as measured by M1—which
allowed it to serve as a monetary policy guide.
Businesses and houscholds maintained transac-
tions balances in demand deposits in fairly close
relation to their spending requirements and relied
on other forms of deposits to serve as longer-run
stores of value.

But now, deregulation and improved informa-
tion and communications technologies have
blurred distinctions between transactions bal-
ances and other assets. Businesses can move
unneeded transactions balances at each day’s
close into Eurodollars, repurchase agreements,
commercial paper, or certificates of deposit
(CDs), at little cost, with the choice among these
instruments often depending on yield differen-
tials of only a few basis points. In addition, firms
now can maintain balances in hybrid instruments
like money market deposit accounts (MMDASs)
and money funds and retrieve them nearly as
easily as they can from a regular checking ac-
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count. Remaining business demand deposits
serve importantly as balances that compensate
banks for services, and these arrangements, too,
are evolving over time. For households, nego-
tiable order of withdrawal (NOW) accounts—
interest-earning, fully checkable deposits—are
important savings as well as transactions vehi-
cles, and have contributed greatly to the decreas-
ing usefulness of M1 as a monetary target.

This process of innovation and deregulation
has affected the behavior of the monetary aggre-
gates in several ways, only some of which we
fully understand. To some extent, it seems sim-
ply to have introduced more ‘‘noise’’ in the
money-spending relationship. In addition,
though, it appears that one important conse-
quence has been to increase the sensitivity of the
demand for monetary assets to changes in market
interest rates—at least over the short run. While
deregulation has allowed institutions to vary the
rates on deposits, in practice returns on many
categories of deposits are adjusted sluggishly in
response to changes in market rates, giving rise
to relatively large swings in incentives to hold
these instruments.

NOW accounts may be the most prominent
example of this. Because these accounts are
close substitutes for other liquid instruments as a
store for savings, holders of NOW accounts are
highly sensitive to changes in interest rates on
these alternative investments, They place a
larger volume of funds into NOW accounts when
rates on other deposits at banks and thrift insti-
tutions are relatively low and deposit smaller
amounts or actually draw down checking ac-
count balances when investment opportunities
are more attractive elsewhere.

Widespread compensating-balance arrange-
ments for businesses imply a strong interest
responsiveness of demand deposits, as well.
Changes in market interest rates alter the earn-
ings value of these deposits to banks, with result-
ing adjustments to the balances required to com-
pensate the bank for a given package of services.

M2 is a broader collection of the public’s liquid
assets, and as a consequence internalizes some
of the shifts that have plagued M1. But M2 is still
somewhat limited in its coverage of financial
wealth held in liquid forms, and shifts between
M2 and other financial assets may not by them-

selves imply changes in spending tendencies.
Such shifts have been responsive to movements
in the rates on alternative investments relative to
returns on M2 balances. This sensitivity, though
considerably less than for M1, also seems to have
increased since the late 1970s, perhaps as im-
proved information and communications tech-
nologies have facilitated transfers of funds be-
tween M2 assets and those outside this
aggregate. Over the longer run, once rates on
instruments in M2 adjust to changes in market
rates, this aggregate tends to grow in line with
income, as it has on average over the postwar
period.

M3 adds to M2 a number of the managed
liabilities that banks and thrift institutions use to
supplement their retail deposits to fund credit
expansion. Unlike M1 and M2, it is highly re-
sponsive to the decisions of institutions as to how
fast to expand their balance sheets and what
particular sources of funds to rely on. Small
changes in interest rate relationships can have
very substantial impacts on the funding decisions
of these institutions and consequently on M3,
without major implications for income and
prices.

M3, then, is determined largely by the deci-
sions of depository institutions on how many
liabilities and of what type they wish to supply to
the markets. The managed liabilities in M3 are
very close substitutes for other money market
instruments in the public’s portfolio. M1 and M2,
by contrast, can be thought of as depending more
directly on the public’s desire to hold the assets
included in these aggregates, given the returns on
various alternative investments as well as levels
of wealth and income. Banks and thrift institu-
tions, of course, do vary the offering rates on
their M2-type deposits to affect the quantity of
these deposits that they receive. But these ad-
justments tend to lag market rates, and while the
M2-holding public is sensitive to alternative
yields, it is not nearly so sensitive as the money
market investors holding managed liabilities. In
these circumstances, the connection between M1
and M2 and the economy rests importantly on
the effect of interest rates on the demand for
these aggregates. For example, a more expansive
monetary policy, increasing reserve availability
or lowering the discount rate, boosts demand for
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these aggregates as interest rates decline, and
with a lag stimulates economic activity.

Given uncertainties about how financial mar-
ket pressures in fact may need to vary in re-
sponse to changing conditions in the economy, it
is difficult to decide in advance on the appropri-
ate growth of an aggregate that is sensitive to
movements in interest rates. Such growth could
range over a fairly wide spectrum and still be
consistent with satisfactory performance of the
economy. In these circumstances, the Commit-
tee decided that a modest widening of the ranges
for M2 and M3 would better encompass appro-
priate monetary growth, while still providing a
guide to policy.

This analysis also underlies our decision again
not to establish a target range for M1. We have
monitored the behavior of M1 and have con-
ducted careful analyses of its properties. While
some of the erratic behavior of M1 remains
unexplained, we now believe that most of its
unusual movements relative to income in recent
years are attributable to a heightened and now
quite large interest elasticity.

In view of this behavior, our calculations sug-
gest that something like a 7-percentage-point
range would be needed for M1 to encompass the
same range of uncertainties as is captured by our
4-percentage-point range for M2. Such a wide
range would be of little use in the conduct of
monetary policy or in communicating the stance
of monetary policy to the public.

One should not conclude from this that the
Federal Reserve is giving up on monetary target-
ing. We are not. The linkages between money on
the one hand and prices and spending on the
other may have loosened, but that is mainly a
problem over the short run. The chain still exists.
We are continuing to study these relationships
carefully; at some point, the shorter-run link
could well become tighter again. In any event,
economic theory as well as historical evidence
are quite persuasive that, over the long run,
money, income, and prices tend to move to-
gether.

The FOMC expects to achieve its aggregate
ranges for 1988. We will, however, need to
continue to interpret the incoming information on
these measures in light of other data on the
performance of the economy and prices, and

other indicators of the impact of monetary pol-
icy.

THE CHALLENGES AHEAD

We face formidable challenges over 1988 and
beyond in meeting national economic goals of
sustaining growth and progress toward price sta-
bility. Some of these challenges relate to the
short-run outlook for the economy, as the possi-
ble effects of the stock market decline and the
buildup of inventories late last year work through
in 1988.

But our more fundamental task remains man-
aging the process of restoring internal and exter-
nal balance that is now under way. This is a
challenge that cannot be negotiated by the Fed-
eral Reserve alone. It will require complemen-
tary and consistent actions by our colleagues in
the Congress and the administration, as well as
by our major trading partners.

For the United States, the most direct and
beneficial approach would be to address the
problem at its major source—the federal budget
deficit. Reducing the deficit further would give us
the opportunity to add to domestic saving and
reduce dependence on foreign capital, while still
encouraging much-needed investment spending.
Because the United States is now operating at
relatively high rates of resource utilization, do-
mestic demand must be restrained if our interna-
tional sector is to expand without more inflation.
In the absence of fiscal restraint, greater pressure
would be felt in financial markets, with negative
consequences for investment and other private
spending.

While recognizing the need to supply the li-
quidity required to keep our economy expanding,
monetary policy cannot lose sight of the need to
keep inflation pressures under control. We can-
not permit the price level adjustments associated
with restoring external balance to feed through
into a renewed inflation process. Escalating
prices and costs would reverse the hard-won
gains in our international competitive position,
leading inevitably to more difficult and wrenching
adjustments down the road. Progress toward
price stability is the foundation on which the
longest peacetime expansion in our nation’s his-
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tory has been built, and continued efforts along
this line will be the framework for future eco-
nomic advances.

Our gains in international competitiveness
have reflected a number of factors. But we
should not underestimate the effects of the efforts
of business and labor over recent years to en-
hance productivity and restrain costs. And gov-
ernment has made a contribution through dereg-
ulation and through the absence of major
initiatives that would involve higher business
costs.

Our adjustment process by definition has a
counterpart for our trading partners. They must
promote expansion in their demands and reduce
trade barriers to assure active and receptive

markets for exports from the United States and
elsewhere.

The buildup of imbalances occurred over a
period of years, and has involved major adjust-
ments to the structure of economies here and
abroad. These imbalances will not be reversed
easily—but they must be addressed. We must
resist the lure of ‘‘short-cuts,”” such as protec-
tionist measures that would only entrench ineffi-
ciencies and reduce living standards at home as
well as around the world. We can make this
difficult transition, and monetary policy has a key
role to play. But if we are to have a chance of
doing so without dislocations and detours in our
national economic advance, we will have to work
together to utilize all the tools at our command.

Chairman Greenspan presented identical testimony before the Senate Committee on Banking,
Housing, and Urban Affairs, February 24, 1958.
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Announcements

MEETING OF
CONSUMER ADVISORY COUNCIL

The Federal Reserve Board announced that its
Consumer Advisory Council met on March 17
and 18.

The Consumer Advisory Council was estab-
lished by the Board in 1976, at the direction of
the Congress, to represent the interests of the
financial industry and consumers. The Council
advises and consults with the Board on the
exercise of the Board’s functions under the Con-
sumer Credit Protection Act and on other con-
sumer-related matters of interest to the Board.

AMENDMENT TO REGULATION K

The Federal Reserve Board announced on Feb-
ruary 18, 1988, that it had further liberalized the
provisions of Regulation K to permit investments
abroad by U.S. banking organizations through
debt-for-equity swaps in private sector nonfinan-
cial companies in heavily indebted developing
countries. The amendment was effective Febru-
ary 24, 1988.

This action is a follow-up step to the Board’s
revision of Regulation K in August 1987 to permit
banking organizations, through debt-for-equity
swaps, to own up to 100 percent of nonfinancial
companies that are acquired from the govern-
ment of a heavily indebted developing country.

The Board’s regulation had already provided
banking organizations with considerable flexi-
bility to do the following: (1) reduce exposure by
selling debt to other investors or (2) take advan-
tage of debt-for-equity swap programs by ex-
changing debt obligations for controlling equity
interests in companies engaged in financial activ-
ities or for portfolio investments in up to 20
percent of the shares of nonfinancial companies.

The Board’s new amendment provides bank
holding companies with broad flexibility to make

investments in up to 40 percent of the shares of
any private sector company in a heavily indebted
developing country. The amendment also sub-
stantially lengthens the permissible holding pe-
riod for investments made through debt-for-
equity swaps.

The key elements of the amendment are the
following:

o A U.S. banking organization may invest in
up to 40 percent of the shares of a private sector
company through a debt-for-equity swap in a
heavily indebted country.

¢ The U.S. banking organization that makes
an investment in a private sector company under
the revised regulation will also be permitted to
provide loans or other financing in amounts up to
50 percent of the total loans and extensions of
credit to the affiliated company.

o The U.S. banking organization may hold the
investments made through debt-for-equity swaps
for two years beyond the end of the period during
which full repatriation of the investment is re-
stricted by the debtor country, up to a maximum
of 15 years.

o Investments may be made under revised
general consent procedures, which require no
prior notice to the Board unless the size of the
investment exceeds the greater of $15 million or
1 percent of the bank holding company’s equity
capital.

As a prudential measure, the amendment pro-
vides that if a bank holding company holds more
than 25 percent of the voting shares of a private
sector nonfinancial company, there must be an-
other larger shareholder of the company unaffi-
liated with the bank holding company. In addi-
tion, the investment must be held through the
bank holding company unless the Board specifi-
cally permits the investment to be held through a
bank or bank subsidiary.

These measures will add to the menu of op-
tions available to banking organizations for man-
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aging exposure to heavily indebted developing
countries.

SYSTEM MEMBERSHIP:
ADMISSION OF STATE BANKS

The following banks were admitted to member-
ship in the Federal Reserve System during the
period February 1 through February 29, 1988:

Kansas
Overland Park . . .. ... .. Galleria Bank
Michigan
Manistee. . . . ... .. .. First of America
Bank-Manistee
Pennsylvania
Wayne . . . ... .. .. United Valley Bank
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Record of Policy Actions
of the Federal Open Market Committee

MEETING HELD ON DECEMBER 1516, 1987
1. Domestic Policy Directive

The data on the economy reviewed at this meet-
ing largely reflected the impact of developments
that were under way before the stock market
collapse in mid-October. The ultimate effects of
the decline in stock prices and associated devel-
opments in financial markets remained uncertain.
Available data suggested that growth in output
was moderating from a brisk pace in the third
quarter. Spending indicators pointed to a consid-
erable slowing in the expansion of domestic
private final demands in the current quarter.
Prices and wages continued to increase at about
the same pace as in earlier months of the year.

Industrial production rose 0.4 percent in No-
vember, following a strong rise in the previous
month. In November, gains were widespread
with the exception of the motor vehicles indus-
try. Capacity utilization in mining, manufactur-
ing, and utilities rose slightly further in Novem-
ber, and the overall rate in manufacturing was at
its highest level since August 1984.

Total nonfarm payroll employment continued
to rise strongly over October and November.
The manufacturing sector again recorded rela-
tively large gains, with hiring increases wide-
spread across durable and nondurable goods
industries. At the same time, job growth in
service industries continued at a brisk pace.
Aggregate hours worked by production and non-
supervisory workers remained on a strong up-
trend. The civilian unemployment rate fell back
to 5.9 percent in November.

Growth in consumer spending appeared to
have weakened thus far in the fourth quarter,
mainly because of a drop in purchases of new
cars after incentive programs ended in Septem-
ber, although sales of other items also were

weak. Retail sales edged up in November after
two months of substantial declines. Spending on
furniture and appliances fell sharply in Septem-
ber and October and moved lower again in No-
vember. Outlays for apparel recovered a bit in
November, but spending on general merchandise
registered another decline.

Housing starts rebounded in November, but
their average level in October and November
remained somewhat below the averages in the
second and third quarters. The improvement in
November reflected a sharp rise in the multi-
family category, which had dropped noticeably
in October. Single-family starts edged up, sup-
ported by lower interest rates, but remained
below their third-quarter average. The number of
permits issued was about unchanged in Novem-
ber.

The expansion in business fixed investment
appeared to have decelerated markedly from the
exceptional pace of the third quarter. Qutlays for
capital equipment were damped by the drop in
auto sales and a sharp decline in purchases of
heavy trucks. Outside of motor vehicles, equip-
ment demand remained strong early in the cur-
rent quarter. Nominal shipments of nondefense
capital goods, although down somewhat in Octo-
ber, remained above the third-quarter average.
In addition, new orders moved up further, sug-
gesting that shipments were likely to retain some
momentum in the near term. Spending for non-
residential structures softened in recent months;
petroleum drilling appeared to have leveled off,
and nonresidential construction put-in-place de-
clined somewhat in September and October.

Inventory investment was strong in October.
Nonetheless, factory stocks remained low rela-
tive to sales by historical standards. In the auto
sector, production exceeded sales in both Octo-
ber and November, and dealer stocks again rose
to relatively high levels. At other retail trade
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establishments, inventory accumulation slowed
in October. “

The nominal U.S. merchandise trade deficit
appeared to have deteriorated substantially in
October from the average rate in the third quar-
ter, reflecting in part large seasonal swings in
both exports and imports. Exports were up
slightly in October; about half of the increase was
accounted for by a strong seasonal rise in agri-
cultural products. The rise in nonagricultural
exports was concentrated in shipments of a va-
riety of products to Canada while exports of
commercial aircraft dropped. Imports rose con-
siderably in October. Most of the increase was in
non-oil products, particularly machinery imports
and imports of passenger cars from Japan, Can-
ada, and Korea.

Economic growth in the major foreign indus-
trial countries increased markedly in the third
quarter. Real GNP rose substantially in Japan
mainly because of a large increase in domestic
demand, although net exports made a small pos-
itive contribution to growth; expansion in resi-
dential investment was particularly strong. Ger-
man GNP, which had declined over the first half
of the year, also increased sharply largely in
response to domestic demand. Industrial produc-
tion data for October showed some further ex-
pansion of activity in Japan and Germany. Avail-
able data suggested that GDP growth in the third
quarter was strong in France, the United King-
dom, and Canada, as well.

The rise in most broad measures of prices and
wages in recent months generally was close to
that experienced earlier in the year. Retail energy
prices dropped in October, and crude oil prices
edged down in recent weeks. However, apart
from energy, increases in consumer prices
picked up recently, including higher prices for
food, new cars, apparel, and rents. At the pro-
ducer level, prices of finished goods turned down
in October, but prices for intermediate and crude
materials remained on a strong uptrend.

At its meeting on November 3, the Committee
adopted a directive that called for maintaining
the degree of pressure on reserve positions that
had been sought around the time of that meeting.
The Committee recognized that the volatile con-
ditions in financial markets, including potential
shifts in demands for liquidity, and uncertainties

in the economic outlook might continue to call
for a special degree of flexibility in open market
operations. Taking account of conditions in fi-
nancial markets, the members decided that
somewhat lesser reserve restraint would, or
slightly greater reserve restraint might, be ac-
ceptable depending on the strength of the busi-
ness expansion, indications of inflationary pres-
sures, developments in foreign exchange
markets, as well as the behavior of the monetary
aggregates. The intermeeting range for the fed-
eral funds rate was reduced by 1 percentage point
to 4 to 8 percent.

During the interval since the November meet-
ing, reserves continued to be supplied on a more
flexible basis than usual to help maintain rela-
tively steady conditions in the money market at a
time of unusual sensitivity and uncertainty in
financial markets generally. Adjustment plus sea-
sonal borrowing tended to be relatively low and
averaged about $225 million during the two main-
tenance periods ending December 2. As evidence
of a reduced willingness to borrow accumulated,
such borrowing behavior was accommodated
through provision of nonborrowed reserves in
order to keep money market conditions from
firming. Borrowing declined somewhat further so
far in the latest maintenance period. After ex-
panding at a double-digit pace in October, total
and nonborrowed reserves contracted in Novem-
ber, reflecting a drop in required reserves asso-
ciated in large measure with the reversal of the
postcrash bulge in transactions accounts and a
lower average level of demands for excess re-
serves.

Federal funds traded mainly in the 6% to 674
percent range over the intermeeting period, close
to the average level around the time of the
November meeting. Most other short-term rates
rose somewhat on balance. The increases appar-
ently reflected some ebbing of preferences for
liquidity as financial markets calmed further. In
addition, expectations of further ease in mone-
tary policy tended to diminish as incoming data
suggested continued, albeit moderate, expansion
in the economy and as the dollar fell in foreign
exchange markets. To some extent rates on very
short-term instruments increased because of po-
sitioning in advance of anticipated pressures in
money markets around the year-end. Yields on
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long-term Treasury securities were up about 20
basis points after early November, while corpo-
rate bond yields rose half that much. In contrast,
municipal bond yields and mortgage rates fell
over the intermeeting period. Stock prices de-
clined slightly further on balance. In general,
while financial markets appeared to be function-
ing more normally, they remained unsettled with
occasional episodes of unusually wide price
swings and of flights to liquidity and quality
echoing the experience after mid-October.

Since the November meeting, the foreign ex-
change value of the dollar declined about 5
percent on a weighted-average basis in terms of
the other G-10 currencies. The dollar came under
pressure early in the period, partly because of
market disappointment over U.S. efforts to re-
duce the budget deficit. In early December con-
certed reductions in official interest rates by
Germany and several other European countries
temporarily boosted the dollar; over the entire
intermeeting pertod short-term interest rates de-
clined about )2 percentage point, on average, in
major foreign industrial countries, while long-
term rates were down slightly on balance. How-
ever, the dollar’s decline resumed, especially
after the very disappointing U.S. trade figures for
October were released on December 10.

The monetary aggregates weakened substan-
tially in November. While some of the weakness
reflected a runoff of the bulge in demand deposits
that followed the stock market plunge in Octo-
ber, demand deposits dropped below early Octo-
ber levels. Other checkable deposits also de-
creased. With the nontransactions portion of M2
expanding only sluggishly, the level of M2 was
about unchanged in November. Only small time
deposits and money fund shares showed any
strength, as their yields remained attractive rel-
ative to rates on market instruments and liquid
deposits. To supplement weak growth in core
deposits, banks and thrift institutions issued
managed liabilities at a robust pace in November,
and flows into institution-only money funds
moved up sharply, as returns on these funds
lagged the downward movement of market rates
in late October. Even so, M3 expanded at an
annual rate of only 4% percent. For the year
through November, M2 and M3 grew respec-
tively at rates well below and at the lower ends of

the 52 to 82 percent annual ranges established
by the Committee. M1 growth also slowed
sharply this year. The reduced growth of these
aggregates and a turnaround of their velocities
appeared to be attributable primarily to the re-
bound in interest rates and opportunity costs in
1987 after steep declines in 1985 and 1986.

The staff projection continued to point to rel-
atively sluggish growth in economic activity dur-
ing the first part of 1988 and to some pickup later
in the year. The contour of the projection was
dominated by the anticipated effects of the de-
cline in stock prices and the accompanying de-
velopments in financial markets, although these
effects now were projected to be more muted
than was expected in early November. In the
context of recent decisions to reduce the federal
budget deficit, fiscal policy would exert a mod-
erately restraining impact on aggregate demand.
As in the previous projection, consumer spend-
ing was projected to slow in coming quarters, but
to strengthen later in 1988 as most of the adjust-
ment to the lower level of stock market wealth
was completed. Growth in spending for plant and
equipment was likely to slow in response to the
sluggish pace of domestic sales—offset only in
part by further growth in export sales—and the
resulting diminished requirements for additional
capacity. The decline in mortgage interest rates
was expected to stimulate a modest improvement
in residential construction. The external sector
would provide a substantial positive contribution
to activity over the entire projection horizon.
Prices were likely to rise at a moderate rate in
1988. Energy prices were expected to be flat, but
nonpetroleum import prices were projected to
continue to place upward pressure on inflation
and nominal gains in compensation were antici-
pated to increase. However, continuing efforts to
improve competitiveness were expected to damp
real wages and labor costs over the projection
horizon.

In the Committee’s discussion of the economic
situation and outlook, members referred to con-
flicting signs with regard to the prospective
strength of the business expansion. On the one
hand, employment and production had been well
maintained in recent months and financial mar-
kets had calmed since late October. To date, the
sharp decline in stock prices appeared to have
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had little impact on domestic business activity,
perhaps because it had merely reversed a runup
in earlier months of the year and because it was
associated with a reduction in market interest
rates. Moreover, recent declines in the foreign
exchange value of the dollar would help to sus-
tain the improvement in net exports. In these
circumstances, business investment also might
remain fairly strong. Members cited favorable
reports from businesses in many parts of the
country that tended to support an optimistic
outlook for overall business activity, although
some areas or industries had recovered only
slightly thus far from relatively depressed condi-
tions. On the negative side, a number of mem-
bers observed that the risks to the economy were
in the direction of slower growth than foreseen in
the staff forecast. Consumer spending in partic-
ular had been relatively weak, as evidenced by
recent trends and the apparent need for wide-
spread discounting to buttress sales. Moreover,
growth in disposable incomes was believed likely
to remain relatively sluggish, and together with
an already low saving rate and rising consumer
debt burdens would tend to retard expansion in
retail sales. It also was noted that the full effects
of the decline in stock prices might not yet have
been felt. In addition, money growth had been
quite weak, and at some point the slow growth
might be reflected in incomes and spending.
Several members commented that current pro-
jections were subject to a great deal of uncer-
tainty, especially in light of still unusually sensi-
tive conditions in domestic financial markets and
the uncertain prospects for the dollar and the
nation’s foreign trade balance.

The members gave considerable attention dur-
ing the discussion to the outlook for foreign trade
and its implications for domestic economic activ-
ity. Recent data on nominal net exports were
disappointing, but real net exports had shown
considerable improvement so far this year. Gains
in exports were especially encouraging. The data
indicating an improved real trade balance were
supported by merbers’ observations from
around the country. Many business contacts
were reporting greatly enhanced export opportu-
nities as a result of the dollar’s depreciation,
although there were exceptions, and they also
indicated that their ability to compete in domes-

tic markets against imported goods had im-
proved. The members generally agreed that the
foreign trade sector was positioned to make an
appreciable contribution to sustained expansion
in domestic economic activity at a time when
growth in overall domestic demands might be
weakening. However, the likely extent of actual
gains from trade would depend to some degree
on the strength of the economies of foreign
industrial nations.

In further discussion members observed that,
given the higher rate of utilization of domestic
capital and labor resources, substantial improve-
ment in the nation’s trade balance implied the
need for relatively restrained growth in domestic
demands over time as more production was
diverted to export markets. The adjustment in
trade, which appeared inevitable in light of the
unsustainable size of the current trade deficit and
the rapid growth in the nation’s external indebt-
edness, appeared feasible over time without
causing major disruptions in domestic business
activity. However, such an adjustment would
require the implementation of appropriate fiscal,
monetary, and trade policies by the United
States and its major trading partners.

Turning to the outlook for inflation, some
members commented that inflationary expecta-
tions seemed to have abated to some extent since
the collapse in stock prices during October. The
depreciation of the dollar would continue to exert
upward pressures on domestic prices, but in-
creases in wages and other costs did not appear
to be worsening, and in the view of some mem-
bers inflation might be in the process of easing.
Concern was expressed by a number of mem-
bers, however, that wage and price pressures
might well intensify if the economy were to
expand at an appreciably faster pace than many
members currently expected or if the dollar were
to decline substantially in the foreign exchange
markets.

At its meeting in July the Committee reviewed
the basic policy objectives that it had set in
February for growth of the monetary and debt
aggregates in 1987 and established tentative ob-
jectives for expansion of those aggregates in
1988. For the period from the fourth quarter of
1986 to the fourth quarter of 1987, the Committee
reaffirmed the ranges established in February
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involving growth of 514 to 8% percent for both
M2 and M3. Given developments through mid-
year, the Committee agreed in July that growth in
these aggregates around the lower ends of their
ranges might be appropriate, depending on the
circumstances. The monitoring range for expan-
sion in total domestic nonfinancial debt also was
left unchanged at 8 to 11 percent for 1987. For
1988 the Committee agreed on tentative reduc-
tions of !4 percentage point to growth ranges of
5 to 8 percent for both M2 and M3. The Commit-
tee also reduced the associated range for growth
in total domestic nonfinancial debt by Y2 percent-
age point to 7%2 to 10%2 percent for 1988. With
respect to M1, the Committee decided at the July
meeting not to set a specific target for the remain-
der of 1987 or to establish a tentative range for
1988. It was understood that all the ranges for
1988 were provisional and that they would be
reviewed in early 1988 in the light of intervening
developments. The issues involved with estab-
lishing a target for M1 would be carefully reap-
praised at the same time.

At this meeting the Committee held a prelimi-
nary discussion of issues relating to its target
ranges for monetary growth in 1988. The behav-
ioral characteristics of the aggregates in recent
years were reviewed. Considerable attention was
devoted to the question of whether or not to
establish a target for M1 or some possible alter-
native such as M1A or the monetary base. While
no decisions were made at this meeting, the
members were not currently inclined to reestab-
lish a range for M1, given the continued large
interest rate sensitivity of the demand for this
aggregate and the associated wide swings in its
velocity. The Committee will complete its review
of these issues and decide on its target ranges for
1988 at the February meeting.

In the Commiittee’s discussion of policy for the
next intermeeting period, most of the members
agreed that on balance economic and financial
developments called for unchanged conditions of
reserve availability. Such a policy was viewed as
consistent with continuing growth in the econ-
omy at a moderate pace. The members recog-
nized that financial markets remained unsettled
despite the emergence of a much calmer atmo-
sphere since the latter part of October, and they
believed that money market conditions might be

subject to considerable volatility around the
year-end. In this situation most of the members
felt that open market operations should continue
to be conducted with a special degree of flexi-
bility and should give considerable weight to
conditions in the money market, at least over the
nearer term, to accommodate shifting demands
for liquidity and reserves and to temper poten-
tially excessive fluctuations in short-term mar-
kets. However, most of the members also fa-
vored looking for opportunities to move toward
more normal procedures for implementing policy
if financial markets continued to stabilize.

In the majority view the risks associated with
either firming or easing under current circum-
stances outweighed the potential benefits. It was
noted, for example, that any significant firming
would have unsettling effects on domestic finan-
cial markets and the associated rise in interest
rates would pose considerable risks to the eco-
nomic expansion. At the same time, many mem-
bers felt that any appreciable easing would not be
desirable currently, especially in light of the
dollar’s weakness and the risks to domestic fi-
nancial markets and the economy that a sharp
further decline in the dollar would incur. Other
members weighed such risks differently, includ-
ing one member who concluded that monetary
policy should move toward somewhat easier
reserve conditions in light of the potential for
appreciably slower growth in the economy, given
in this view the prospects for substantially re-
duced growth in domestic demands and the pos-
sibility that improvement in the nation’s foreign
trade balance would not provide a sufficient
offset. In light of the differences among the
members with regard to policy for the short run,
including the Committee’s operating procedures
in the near term, and the uncertainties surround-
ing financial markets and the economy, it was
understood that the members might need to
consult on policy implementation before the next
scheduled meeting on February 9-10, 1988.

Several members expressed some concern
about the generally sluggish growth in the mon-
etary aggregates since the early months of the
year, including indications of little or no growth
in M2 in recent weeks and much slower expan-
sion in M3 than had been expected earlier. The
members recognized that the relationship be-
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tween monetary growth and economic perfor-
mance bad been very imprecise in recent years.
Nonetheless, money growth and the economy
were not unrelated and the reemergence of a stron-
ger linkage could not be ruled out. In these circum-
stances, a continuation of sluggish growth of the
monetary aggregates needed to be monitored
closely as a potential danger signal with regard to
the sustainability of the economic expansion.

The members also focused on the question of
possible adjustments in policy implementation
during the intermeeting period. A majority felt
that there should be no presumptions about the
likely direction of such adjustments, if any. In
their view the risks that economic and financial
developments might differ significantly from cur-
rent expectations were fairly evenly balanced in
both directions. A number of other members
believed that the Committee should remain espe-
cially alert to developments that might call for
somewhat easier reserve conditions. In particu-
lar, these members felt that incoming information
regarding the performance of the economy
should be evaluated with particular care for
evidence of a possible slowing in the expansion.
The members recognized that the performance of
the dollar in foreign exchange markets might
have a key bearing on policy implementation in
this period. No member wanted to tic monetary
policy exclusively to the dollar, but some
strongly emphasized that further substantial de-
preciation in the dollar could have highly adverse
repercussions on domestic financial markets and
the economy.

During this meeting the members reviewed the
Committee’s operating procedures. These had
been directed toward greater emphasis on stabi-
lizing money market conditions since the stock
market collapse in October and had given rela-
tively less attention to the implementation of a
specified degree of pressure on reserve positions.
The members generally agreed that the Commit-
tee should return to its earlier operating proce-
dures. The latter were seen to possess a number
of advantages, including greater scope for market
forces to be reflected in money market condi-
tions. Given the still sensitive conditions in finan-
cial markets, however, the members expressed a
range of views with regard to the appropriate
timing of a return to the Committee’s former

operating procedures. Some endorsed the
prompt implementation of those procedures.
However, a majority felt that a gradual shift
toward greater emphasis on reserve objectives
should be implemented during the intermeeting
period. Such an approach would continue to give
some attention to moderating fluctuations in
money market conditions but would tolerate
somewhat greater fluctuations than had occurred
in recent weeks. A few members disagreed and
indicated a preference for retaining the recent
operating procedures at least for now. These
members emphasized that a normal or predict-
able relationship between the provision of re-
serves and money market conditions had not
been reestablished and was not likely to re-
emerge in the near term, at least in the period
through the year-end when interest rates and
reserves were expected to be subject to consid-
erable variations associated with the bank state-
ment date. The procedures could be reviewed in
early January and a decision delayed until then.

At the conclusion of the Committee’s discus-
sion, all but two of the members indicated their
support of a directive that called for maintaining
the existing degree of pressure on reserve posi-
tions and that would phase open market opera-
tions into a more normal approach to policy
implementation keyed increasingly to a desired
degree of reserve pressure while giving less em-
phasis than recently to money market conditions.
The members recognized that the conduct of
open market operations might continue to re-
quire a special degree of flexibility, given still
quite sensitive conditions in financial markets
and the uncertainties in the business outlook.
Taking account of conditions in financial mar-
kets, the members indicated that somewhat less
or somewhat more reserve restraint would be
acceptable, depending on the strength of the
business expansion, indications of inflation, the
performance of the dollar in foreign exchange
markets, with consideration also taken of the
behavior of the monetary aggregates. If current
reserve conditions were maintained, the mem-
bers expected growth in M2 and M3 to pick up
from the pace in recent months to annual rates of
about 5 percent and 6 percent respectively over
the four-month period from November to March.
Growth of M1 was expected to remain relatively
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limited over the same period; because of the
substantial uncertainty that continued to sur-
round the outlook for M1, the Committee contin-
ued its practice of not specifying a numerical
expectation for its growth. The members agreed
that the intermeeting range for the federal funds
rate, which provides a mechanism for initiating
consultation of the Committee when its bound-
aries are persistently exceeded, should be left
unchanged at 4 to 8 percent.

At the conclusion of the meeting the following
domestic policy directive was issued to the Fed-
eral Reserve Bank of New York:

The economic information reviewed at this meeting
largely reflected the influence of developments that
were under way before the financial disturbances of
mid-October. The extent to which those disturbances
would affect the economy remained uncertain. Infor-
mation available for the current quarter suggested that
the expansion in economic activity was moderating
from a brisk pace in the third quarter. Total nonfarm
payroll employment rose strongly further over Octo-
ber and November, with the manufacturing sector
recording relatively large gains. The civilian unem-
ployment rate, at 5.9 percent in November, remained
close to its level since mid-year. Industrial production
also increased considerably further over October and
November, following sizable advances since late
spring. Retail sales edged up in November after two
months of substantial declines. Recent indicators of
business capital spending suggested modest further
growth after a surge in the third quarter. Housing
starts rose somewhat in November, after slowing in
October, but were little changed from the average pace
in the second and third quarters. The nominal U.S.
merchandise trade deficit in October appeared to have
deteriorated substantially from the average rate in the
third quarter. The rise in broad measures of prices and
wages in recent months generally has been close to
that experienced earlier in the year.

Financial markets remained somewhat unsettled.
Stock and bond prices continued to fluctuate over a
relatively wide range during the period since the
previous Committee meeting on November 3. On
balance, share prices fell somewhat further in this
period. Changes in long-term yields were mixed while
short-term interest rates rose, especially on short-
maturity private market instruments. The trade-
weighted foreign exchange value of the dollar in terms
of the other G-10 currencies declined considerably
further.

The monetary aggregates weakened in November
after strengthening in October in conjunction with a
temporary surge in demands for transaction balances
and other liquid assets in the latter part of that month.

For 1987 through November, expansion of M2 fell
somewhat further below the lower end of the range
established by the Committee for the year, while
growth of M3 remained around the lower end of its
range. Growth of M1 was close to that of nominal GNP
for the year to date and expansion in total domestic
nonfinancial debt remained well within the Commit-
tee’s monitoring range for the year.

The Federal Open Market Committee seeks mone-
tary and financial conditions that will foster reasonable
price stability over time, promote growth in-output on
a sustainable basis, and contribute to an improved
pattern of international transactions. In furtherance of
these objectives, the Committee agreed at its meeting
in July to reaffirm the ranges established in February
for growth of 5% to 8 percent for both M2 and M3
measured from the fourth quarter of 1986 to the fourth
quarter of 1987. The Committee agreed that growth in
these aggregates around the lower ends of their ranges
might be appropriate in light of developments with
respect to velocity and signs of the potential for some
strengthening in underlying inflationary pressures,
provided that economic activity was expanding at an
acceptable pace. The monitoring range for growth in
total domestic nonfinancial debt set in February for the
year was left unchanged at 8 to 11 percent.

For 1988, the Committee agreed in July on tentative
ranges of monetary growth, measured from the fourth
quarter of 1987 to the fourth quarter of 1988, of 5 to 8
percent for both M2 and M3. The Committee provi-
sionally set the associated range for growth in total
domestic nonfinancial debt at 7/4 to 10%: percent.

With respect to M1, the Committee recognized that,
based on experience, the behavior of that aggregate
must be judged in the light of other evidence relating to
economic activity and prices; fluctuations in M1 have
become much more sensitive in recent years to
changes in interest rates, among other factors. Be-
cause of this sensitivity, which had been reflected in a
sharp slowing of the decline in M1 velocity over the
first half of the year, the Committee again decided at
the July meeting not to establish a specific target for
growth in M1 over the remainder of 1987 and no
tentative range was set for 1988. The appropriateness
of changes in M1 this year would continue to be
evaluated in the light of the behavior of its velocity,
developments in the economy and financial markets,
and the nature of emerging price pressures. The Com-
mittee welcomed substantially slower growth of M1 in
1987 than in 1986 in the context of continuing eco-
nomic expansion and some evidence of greater infla-
tionary pressures. The Committee indicated in July
that in reaching operational decisions over the balance
of the year it would take account of growth in Ml in
the light of circumstances then prevailing. The issues
involved with establishing a target for M1 will be
carefully reappraised at the beginning of 1988.

In the implementation of policy for the immediate
future, the Committee seeks to maintain the existing
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degree of pressure on reserve positions. The Commit-
tee recognizes that still sensitive conditions in financial
markets and uncertainties in the economic outlook
may continue to call for a special degree of flexibility
in open market operations. Taking account of condi-
tions in financial markets, somewhat lesser reserve
restraint or somewhat greater reserve restraint would
be acceptable depending on the strength of the busi-
ness expansion, indications of inflationary pressures,
developments in foreign exchange markets, as well as
the behavior of the monetary aggregates. The contem-
plated reserve conditions are expected to be consistent
with growth in M2 and M3 over the period from
November through March at annual rates of about 5
percent and 6 percent, respectively. Over the same
period, growth in M1 is expected to remain relatively
limited. The Chairman may call for Committee consul-
tation if it appears to the Manager for Domestic
Operations that reserve conditions during the period
before the next meeting are likely to be associated with
a federal funds rate persistently outside a range of 4 to
8 percent.

Votes for this action: Messrs. Greenspan, Corri-
gan, Angell, Boehne, Boykin, Heller, Keehn, Kel-
ley, and Stern. Votes against this action: Mr. John-
son and Ms. Seger.

Mr. Johnson dissented because he believed
that policy implementation should continue to
focus on maintaining generally stable conditions
in the money market, at least through the year-
end, pending the emergence of more settled
conditions in financial markets and a more pre-
dictable relationship between reserve objectives
and money market conditions. He also preferred
a directive that gave greater weight to the possi-
bility for some easing, given potential develop-
ments during the intermeeting period.

Ms. Seger dissented because she favored some
slight easing of reserve conditions in light of her
concern about the downside risks in the econ-
omy, especially in the context of sluggish growth
in reserves and the monetary aggregates over an
extended period. She also wanted to continue to
focus on money market conditions in System
open market operations and in particular to coun-
ter upward pressures on short-term interest
rates.

2. Authorization for
Domestic Open Market Operations

Effective December 17, 1987, the Committee

approved a temporary increase of $3 billion, to $9
billion, in the limit between Committee meetings
on changes in System Account holdings of
U.S. government and federal agency securities
specified in paragraph 1(a) of the Authorization
for Domestic Open Market Operations. The in-
crease was effective for the intermeeting period
ending with the close of business on February 10,
1988.

Votes for this action: Messrs. Greenspan, Corri-
gan, Angell, Bochne, Boykin, Heller, Johnson,
Keehn, Kelley, Ms. Seger, and Mr. Stern. Votes
against this action: None.

This action was taken on the recommendation
of the Manager for Domestic Operations. The
Manager advised that the normal leeway of $6
billion for changes in System Account holdings
of securities probably would not be sufficient
to accommodate desirable reductions in the in-
termeeting period because of seasonal declines in
currency in circulation and required reserves.

On January 5, 1988, the Committee held a
meeting by telephone conference to review mon-
etary and financial developments since mid-De-
cember and to assess the Committee’s decisions
at the December meeting to begin to redirect its
operating procedures toward more emphasis on
achieving a desirable degree of pressure on re-
serve positions. In the period after the stock
market collapse in October, open market opera-
tions had been guided to an important extent by
the objective of restoring and sustaining stability
in the money market, and less attention was
given than previously to the implementation of
objectives relating to reserve conditions.

In the Committee’s discussion most of the
members agreed that with the further passage of
time since the October disturbances in financial
markets and with year-end pressures in the
money market now unwinding, further progress
could be made toward restoring the Committee’s
earlier approach to open market operations. The
members recognized that conditions in financial
markets were still somewhat unsettled and that
the relationship between reserves and money
market conditions had not been reestablished on
a fully normal or predictable basis. In the circum-
stances and in light of the uncertainties in the
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economic outlook, it was agreed that some
amount of flexibility might continue to be needed
in the conduct of open market operations.

To reflect and endorse the further progress
toward the operating procedures in use before
mid-October, the Committee decided to amend
the relevant reference in the operational para-
graph of its directive issued at its December
meeting. The amendment encompassed solely a
change in emphasis relating to operating proce-
dures and did not include any change in the
Committee’s short-run policy objectives.

At the conclusion of this telephone meeting,
the Committee voted to change the operational
paragraph of its directive to read as follows:

In the implementation of policy for the immediate
future, the Committee seeks to maintain the existing
degree of pressure on reserve positions. The Commit-
tee agrees that the passing of time and the year-end
should permit further progress toward restoring a
normal approach to open market operations, although
still sensitive conditions in financial markets and un-
certainties in the economic outlook may continue to
call for some flexibility in operations. Taking account
of conditions in financial markets, somewhat lesser
reserve restraint or somewhat greater reserve restraint

would be acceptable depending on the strength of the
business expansion, indications of inflationary pres-
sures, developments in foreign exchange markets, as
well as the behavior of the monetary aggregates. The
contemplated reserve conditions are expected to be
consistent with growth in M2 and M3 over the period
from November through March at annual rates of
about 5 percent and 6 percent, respectively. Over the
same period, growth in M1 is expected to remain
relatively limited. The Chairman may cali for Commit-
tee consultation if it appears to the Manager for
Domestic Operations that reserve conditions during
the period before the next meeting are likely to be
associated with a federal funds rate persistently out-
side a range of 4 to 8 percent.

Vote for this action: Messrs. Greenspan, Corrigan,
Angell, Boehne, Boykin, Heller, Johnson, Keehn,
Kelley, and Stern. Vote against this action: Ms.
Seger.

Ms. Seger dissented because she continued to
believe that open market operations should be
directed toward some slight easing. She also felt
that financial markets remained too unsettled to
warrant any shift at this time in operational
procedures toward more emphasis on reserve
objectives.
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Legal Developments

AMENDMENT TO REGULATION K

The Board of Governors is amending 12 C.F.R. Part
211, its Regulation K. The regulation is revised to
permit investors to acquire up to 40 percent of the
shares of foreign nonfinancial companies where sover-
eign debt obligations are being exchanged for owner-
ship interests in the companies. The regulation also is
revised to permit companies acquired through debt-
for-equity conversions in heavily indebted developing
countries to be held for up to 15 years and to liberalize
the investment procedures for such investments.

Effective Feburary 24, 1988, the Board amends 12
C.F.R. Part 211 as follows:

Part 211—International Banking Operations

1. The authority citation for 12 C.F.R. Part 211 con-
tinues to read as follows:

Authority: 12 U.S.C. 221 et seq.; 12 U.S.C. 1841
et seq.; Pub. L. 95-369; 92 Stat. 607; 12 U.S.C. 3101
et seq.; Title II, Pub. L. 97-290, 96 Stat. 1235; Title
IX, Pub. L. 98-181, 97 Stat. 1153, 12 U.S.C. 3901
et seq., unless otherwise noted.

2. Section 211.5 is amended by revising paragraph
211.5(f) to read as follows:

Section 211.5—Investments and Activities
Abroad

*® * * * *

(f) Investments made through debt-for-equity conver-
sions..
(1) Definitions. For purposes of this paragraph:

(i) “‘eligible country’’ means a country that, since
1980, has restructured its sovereign debt held by
foreign creditors, and any other country the
Board deems to be eligible;
(ii) ‘‘equity’” includes common stockholder’s eq-
uity and minority interests in consolidated subsid-
iaries, less goodwill;
(iii) “‘investment’ has the meaning set forth in
section 211.2(i) of this regulation and, for pur-
poses of the investment procedures of this para-
graph only, shall include loans or other extensions

of credit by the bank holding company or its
affiliates to a company acquired pursuant to this
paragraph;
(iv) “‘loans and extensions of credit”’ means all
direct and indirect advances of funds to a person
made on the basis of any obligation of that person
to repay the funds.
(2) Permissible investments. In addition to invest-
ments that may be made under other provisions of
this section, a bank holding company may make the
following investments through the conversion of
sovereign debt obligations of an eligible country,
either through direct exchange of the debt obliga-
tions for the investment or by a payment for the debt
in local currency, the proceeds of which are used to
purchase the investment:
(i) Public sector companies. A bank holding com-
pany may acquire up to and including 100 percent
of the shares of (or other ownership interests in)
any foreign company located in an eligible coun-
try if the shares are acquired from the government
of the eligible country or from its agencies or
instrumentalities.
(ii) Private sector companies. A bank holding
company may acquire up to and including 40
percent of the shares, including voting shares, of
(or other ownership interests in) any other foreign
company located in an eligible country subject to
the following conditions:
(A) a bank holding company may acquire more
than 25 percent of the voting shares of the
foreign company only if another shareholder or
control group of shareholders unaffiliated with
the bank holding company holds a larger block
of voting shares of the company;
(B) the bank holding company and its affiliates
may not lend or otherwise extend credit to the
foreign company in amounts greater than 50
percent of the total loans and extension of
credit to the foreign company; and
(C) the bank holding company’s representation
on the board of directors or on management
committees of the foreign company may be no
more than proportional to its shareholding in
the foreign company.
3) Investments by bank subsidiary of bank holding
company. Upon application, the Board may permit
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an investment to be made pursuant to this paragraph
through an insured bank subsidiary of the bank
holding company where the bank holding company
demonstrates that such ownership is necessary due
to special circumstances such as the requirements of
local law. In granting its consent, the Board may
impose such conditions as it deems necessary or
appropriate to prevent adverse effects, including
prohibiting loans from the bank to the company in
which the investment is made.
(4) Divestiture.
(i) Time limits for divestiture. The bank holding
company shall divest the shares of or other own-
ership interests in any company acquired pursu-
ant to this paragraph (unless the retention of the
shares or other ownership interest is otherwise
permissible at the time required for divestiture)
within two years of the date on which the bank
holding company is permitted to repatriate in full
the investment in the foreign company, but in any
event within 15 years of the date of acquisition.
(ii) Report to Board. The bank holding company
shall report to the Board on its plans for divesting
an investment made under this paragraph no later
than 10 years after the date the investment is
made if the investment may be held for longer
than 10 years and shall report to the Board again
two years prior to the final date for divestiture, in
a manner to be prescribed by the Board.
(iii) Other conditions requiring divestiture. All
investments made pursuant to this paragraph shall
be subject to paragraphs (b)(3)(i)}(A) and (B) of
this section requiring prompt divestiture (unless
the Board upon application authorizes retention)
if the company invested in engages in impermis-
sible business in the United States.
(5) Investment procedures.
(1) General consent. Subject to the other limita-
tions of this paragraph, the Board grants its gen-
eral consent for investments made under this
paragraph if the total amount invested does not
exceed the greater of $15 million or one percent of
the equity of the investor.
(ii) All other investments shall be made in accord-
ance with the procedures of paragraph (c) of this
section requiring prior notice or specific consent.
(6) Conditions.
(i) Name. Any company acquired pursuant to this
paragraph shall not bear a name similar to the
name of the acquiring bank holding company or
any of its affiliates.
(ii) Confidentiality. Neither the bank holding com-
pany nor its affiliates shall provide to any com-
pany acquired pursuant to this paragraph any
confidential business information or other infor-

mation concerning customers that are engaged in
the same or related lines of business as the com-
pany.

PREEMPTION DETERMINATION UNDER
REGULATION Z

The Board of Governors has determined that a provi-
sion in the law of Indiana is inconsistent with the Truth
in Lending Act and Regulation Z and therefore pre-
empted.

Effective October 1, 1988, with compliance optional
before that date, the Board has determined that the
provision in the state law of Indiana specified below is
preempted by 12 C.F.R. Part 226.

Part 226—Truth in Lending

1. The authority citation for 12 C.F.R. Part 226 con-
tinues to read as follows:

Authority: Sec. 105 as amended by sec. 605, Pub. L.
96-221, 94 Stat. 170 (15 U.S.C. 1604 et seq.).

2. In section 23-2-5-8 of Indiana’s ‘‘Loan Broker’’
statute, the inclusion of the loan broker’s fees and
charges in the calculation of, among other items, the
finance charge and annual percentage rate disclosed to
potential borrowers is inconsistent with sections
106(a) and 226.4(a) of the Truth in Lending Act and
Regulation Z, respectively, and is preempted in those
instances where the use of the same term would
disclose a different amount than that required to be
disclosed under federal law.

ORDERS ISSUED UNDER BANK HOLDING
COMPANY ACT.

Orders Issued Under Section 3 of the Bank
Holding Company Act

First Bancshares, Inc.
Grove Hill, Alabama

Order Approving Acquisition of a Bank

First Bancshares, Inc., Grove Hill, Alabama, a bank
holding company within the meaning of the Bank
Holding Company Act, as amended (the ‘*Act’)
(12 U.S.C. § 1841 et seq.), has applied under section
3(a)(3) of the Act (12 U.S.C. § 1842(a)(3)) to acquire

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



Legal Developments 245

all of the voting shares of Jackson Bank & Trust
Company, Jackson, Alabama (‘‘Bank™’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
given in accordance with section 3(b) of the Act, 52
Federal Register 42,340 (1987). The time for filing
comments has expired, and the Board has considered
the application and all comments received in light of
the factors set forth in section 3(c) of the Act
(12 U.S.C. § 1842(c)).

Applicant, with one subsidiary bank, is the 106th
largest commercial banking organization in Alabama,
controlling total deposits of $34.6 million, representing
approximately 0.1 percent of total deposits in commer-
cial banks in the state.! Bank is the 99th largest
commercial banking organization in Alabama, control-
ling total deposits of $36.3 million, representing ap-
proximately 0.2 percent of total deposits in commer-
cial banks in the state. Upon consummation of this
proposal, Applicant would become the 42nd largest
commercial banking organization in Alabama, with
total domestic deposits of $70.9 million, representing
approximately 0.3 percent of total deposits in commer-
cial banks in the state. Consummation of this proposal
would not have any significant adverse effects on the
concentration of banking resources in Alabama.

Applicant operates in the Jackson banking market,?
where it is the fourth largest of seven commercial
banking organizations, controlling 16.1 percent of total
deposits in commercial banks in the market.> Bank
also operates in the Jackson banking market where it is
the third largest commercial banking organization,
controlling 16.9 percent of the total deposits in com-
mercial banks in the market. Upon consummation of
this proposal, Applicant would become the largest
commercial banking organization in the market, con-
trolling 33 percent of the total deposits in commercial
banks in the market.

The Jackson banking market is considered highly
concentrated, with a four-firm concentration ratio of
81.8 percent and a Herfindahl-Hirschman Index
(*““HHI"’) of 1950. Upon consummation of this pro-
posal the four-firm concentration ratio would increase
by 9.3 percentage points to 91.1 percent and the HHI
would increase by 541 points to 2491.%

1. State deposit data are as of December 31, 1986.

2. The Jackson banking market is defined as Clarke County plus the
towns of Sweet Water in Marengo County, Leroy in Washington
County, and Pine Hill in Wilcox County, all in Alabama.

3. Market deposit data are as of June 30, 1986.

4. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)) any market in which the
post-merger HHI is over 1800 is considered highly concentrated, and
the Department is likely to challenge a merger that increases the HHI
by more than 50 points unless other factors indicate that the merger
will not substantially lessen competition. In 1985, the Department of

Although consummation of this proposal would
eliminate existing competition between Applicant and
Bank, the Board believes that the anticompetitive
effects of this proposal are mitigated by several signif-
icant factors. First, the number of competitors remain-
ing in the market upon consummation of the proposal
is significant given the characteristics of the Jackson
banking market. The Jackson banking market has a
population of approximately 30,000 residents and is
currently served by seven commercial banks with a
total of 13 offices. The ratio of bank offices to the
population in the market is more than double the
comparable ratio statewide. Upon consummation of
the proposal, the Jackson market will continue to be
served by six unaffiliated commercial banks and two
thrift institutions and will continue to have nearly
twice as many bank offices per capita as the statewide
average. In this connection, Applicant contends that
the market’s size and number of offices are largely
responsible for the fact that the owners of Bank have
been unable to obtain an acceptable bid from any
out-of-market banking organization.

In addition, Bank has not been an aggressive com-
petitor in the market. In this regard, Bank has lost
approximately 33 percent of its market share in the last
ten years, falling in rank from the largest bank to the
third largest bank in the market. Moreover, Bank has
not been an active lender in the market, with a
loan-to-asset ratio below 30 percent. Applicant has
proposed to increase the lending activities of Bank in
the Jackson banking market.

The Board has also considered the presence of thrift
institutions in the banking market in its analysis of this
proposal. The Board has previously indicated that
thrift institutions have become, or have the potential
to become, major competitors of commercial banks.’
The largest and third largest savings and loan associ-
ations in Alabama operate branch offices in the Jack-
son banking market. These savings and loan associa-
tions offer a variety of transaction accounts, credit
cards, consumer loans, and commercial loans. Based
on the size, market share, and commercial lending
activities of thrift institutions in the market, the Board
has concluded that thrift institutions exert a competi-
tive influence that also mitigates in part the anticom-

Justice informed the Board that a bank merger or acquisition is not
likely to be challenged (in the absence of other factors indicating an
anticompetitive effect) unless the post-merger HHI is at least 1800 and
the merger increases the HHI by at least 200 points. The Department
of Justice has stated that the higher than normal HHI thresholds for
screening bank acquisitions recognizes the competitive effects of
limited purpose lenders and other non-depository financial entities.

5. See Eastern Michigan Financial Corporation, 74 FEDERAL RE-
SERVE BULLETIN 49 (1988); National City Corporation, 70 FEDERAL
RESERVE BULLETIN 743 (1984); NCNB Corporation, 70 FEDERAL
RESERVE BULLETIN 225 (1984).
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petitive effects of this proposal.® Accordingly, in view
of all the facts of record, the Board has concluded that
consummation of this proposal would not have a
significantly adverse effect on existing competition in
the Jackson banking market.

The financial and managerial resources of Appli-
cant, its subsidiary bank, and Bank, and their future
prospects are consistent with approval. Applicant pro-
poses upon consummation of this proposal to increase
the number and size of the loans made by Bank, to
extend Bank’s business hours, and to build a new
facility for Bank to accommodate customer needs.
Accordingly, factors relating to the convenience and
needs of the community to be served lend weight
toward approval that outweighs any adverse compet-
itive effects of this proposal.

Based on the foregoing and other facts of record, the
Board has determined that the proposal should be, and
hereby is, approved. The transaction shall not be
consummated before the thirticth calendar day follow-
ing the effective date of this Order, or later than three
months after the effective date of this Order, unless
such period is extended for good cause by the Board or
the Federal Reserve Bank of Atlanta, acting pursuant
to delegated authority.

By order of the Board of Governors, effective Feb-
ruary 8, 1988.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JaMEs MCAFEE
Associate Secretary of the Board

First Bank System, Inc.
Minneapolis, Minnesota

Order Approving Acquisition of a Bank Holding
Company

First Bank System, Inc., Minneapolis, Minnesota
(‘“First Bank’’), a bank holding company within the
meaning of the Bank Holding Company Act (12
U.S.C. § 1841 et seq.) (the “*Act’’), has applied for the
Board’s approval under section 3(a)(3) of the Act (12
U.S.C. § 1842(a)(3)) to acquire Firstar Corporation,
Bloomington, Minnesota (‘‘Firstar’’) and thereby indi-
rectly to acquire Firstar’s subsidiary bank, Marine
Bank, Bloomington, Minnesota.

6. If 50 percent of the deposits controlled by thrift institutions were
included in the calculation of market concentration, Applicant and
Bank would control 15.1 percent and 15.8 percent of total market
deposits, respectively. The pre-merger HHI would be 1724, and upon
consummation of this proposal, would increase by 477 points to 2201.

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
published (53 Federal Register 3,078 (1988)). The time
for filing comments has expired, and the Board has
considered the application and all comments received
in light of the factors set forth in section 3(c) of the
Act.

First Bank is the largest commercial banking orga-
nization in Minnesota, controlling deposits of $11.1
billion, representing 28.5 percent of the total deposits
in commercial banking organizations in the state.'
Firstar is the 10th largest commercial banking organi-
zation in Minnesota, controlling deposits of $196.0
million, representing 0.5 percent of total deposits in
commercial banking organizations in the state. Upon
consummation of this proposal, First Bank would
control $11.3 billion in deposits, representing 29.0
percent of total deposits in commercial banking orga-
nizations in the state. Consummation of the proposal
would not increase significantly the concentration of
banking resources in Minnesota.

First Bank competes directly with Firstar in the
Minneapolis - St. Paul banking market.? First Bank is
the largest commercial banking organization in the
market, with deposits of $9.1 billion, representing 39.2
percent of the total deposits in commercial banks in
the market. Firstar is the 8th largest commercial
banking organization in the market, with $196.0 mil-
lion in deposits, representing 0.8 percent of the total
deposits in commercial banks in the market. Upon
consummation of this proposal, First Bank would
control $9.3 billion in deposits, representing 40.0 per-
cent of the total commercial banking deposits in the
market. The Minneapolis - St. Paul banking market is
considered concentrated, with a four-firm concentra-
tion ratio of 73.3 percent. The Herfindahl-Hirschman
Index (‘““HHI’) of the market is 2210 and would
increase by 65 points to 2275 upon consummation of
this proposal.?

1. Banking data are as of December 31, 1986. Thrift market data
are as of June 30, 1986.

2. The Minneapolis - St. Paul banking market is defined as the
Minneapolis - St. Paul Ranally Metropolitan Area adjusted to include
all of Scott and Carver Counties and Lanesburgh Township in Le
Sueur County.

3. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)), any market in which the
post-merger HHI is over 1800 is considered highly concentrated, and
the Department is likely to challenge a merger that increases the HHI
by more than 50 points unless other factors indicate that the merger
will not substantially lessen competition. The Department of Justice
has informed the Board that a bank merger or acquisition is not likely
to be challenged (in the absence of other factors indicating an
anticompetitive effect) unless the post-merger HHI is at least 1800 and
the merger increases the HHI by at least 200 points. The Justice
Department has stated that the higher than normal HHI thresholds for
screening bank acquisitions for anti-competitive effects implicitly
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Although consummation of this proposal would
eliminate existing competition between First Bank and
Firstar in the Minneapolis - St. Paul banking market,
over 115 other commercial banks would continue to
operate in the market after consummation of this
proposal.* In addition, the Board has considered the
presence of thrift institutions in the banking market in
its analysis of this proposal. The Board previously has
indicated that thrift institutions have become, or have
the potential to become, major competitors of com-
mercial banks.® Thrift institutions already exert a
considerable competitive influence in the market as
providers of NOW accounts and consumer loans, and
many are engaged in the business of making commer-
cial loans. Based upon the size, market share and
commercial lending activities of thrift institutions in
the market, the Board has concluded that thrift insti-
tutions exert a significant influence that mitigates the
anticompetitive effects of this proposal in the Minne-
apolis - St. Paul banking market.® Accordingly, in view
of all of the facts of record, including the small
increase in concentration in the market, the Board has
determined that consummation of this proposal would
not have a significant adverse effect on existing com-
petition in the Minneapolis - St. Paul banking market.

The financial and managerial resources of First
Bank and its subsidiary banks as well as Firstar and its
subsidiary bank are consistent with approval. Consid-
erations relating to the convenience and needs of the
community to be served are also consistent with
approval.

Based on the foregoing and other facts of record, the
Board has determined that the application should be,

recognizes the competitive effects of limited purpose lenders and
other non-depository financial entities.

4. The Board received comments from the Minnesota Commis-
sioner of Commerce expressing his concern about the competitive
effects of this acquisition. Although the Commissioner did not disap-
prove First Bank's application, he requested that the Board hold a
public hearing to consider the application. Because the Commissioner
did not recommend denial of the application, the Board is not required
to hold a hearing. 12 U.S.C. § 1842(b). The Board, however, has
carefully reviewed the facts of record, and does not believe that a
hearing would provide it with any additional facts that are not already
in the record. The Board has also carefully considered the Commis-
sioner’s views regarding the competitive effects of this acquisition.
Accordingly, the Commissioner’s request for a hearing is denied, and,
for the reasons set out below, the Board does not believe that the
competitive effects of this acquisition are so adverse as to warrant
denial of this application.

5. National City Corporation, 70 FEDERAL RESERVE BULLETIN 743
(1984); NCNB Bancorporation, 70 FEDERAL RESERVE BULLETIN 225
(1984); General Bancshares Corporation, 69 FEDERAL RESERVE BUL-
LETIN 802 (1983); and First Tennessee National Corporation, 69
FEDERAL RESERVE BULLETIN 298 (1983).

6. If 50 percent of the deposits controlled by thrift institutions were
included in the calculation of market concentration, First Bank and
Firstar would control 35.4 percent and 0.8 percent of total market
deposits, respectively. The HHI would increase by 55 points to 1890
upon consummation of this proposal.

and hereby is, approved. The acquisition shall not be
consummated before the thirtieth calendar day follow-
ing the effective date of this Order or later than three
months after the effective date of this Order, unless
such period is extended for good cause by the Board,
or by the Federal Reserve Bank of Minneapolis, acting
pursuant to delegated authority.

By order of the Board of Governors, effective
February 29, 1988.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, and Heller. Absent and not voting:
Governor Kelley.

JAMES MCAFEE
Associate Secretary of the Board

Tri-State Financial Bancorp, Inc.
Bryan, Ohio

Order Approving Acquisition of a Bank

Tri-State Financial Bancorp, Inc., Bryan, Ohio (**Tri-
State’’), a bank holding company within the meaning
of the Bank Holding Company Act (‘‘Act”),
12 U.S.C. § 1842 et seq., has applied pursuant to
section 3(a)(3) of the Act, 12 U.S.C. § 1842(a)(3), to
acquire all of the voting shares of Mid American
National Bank and Trust Company, Northwood, Ohio
(‘‘Mid American’’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (52 Federal Register 43,673 (1987)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the factors set forth in
section 3(c) of the Act.

Tri-State is the 53rd largest commercial banking
organization in Ohio, with deposits of $116.8 million,
representing less than 1 percent of total deposits in
commercial banking organizations in the state.! Mid
American is the 18th largest commercial banking or-
ganization in Ohio, controlling deposits of $365.1
million, representing less than 1 percent of total de-
posits in commercial banking organizations in the
state. Upon consummation of this proposal, Tri-State
would become the 15th largest commercial banking
organization in the state, controlling $481.9 million in
deposits, representing less than 1 percent of total
deposits in commercial banking organizations in the
state. Consummation of the proposal would not in-

1. All banking data are as of June 30, 1987.
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crease significantly the concentration of banking re-
sources in Ohio.

Tri-State competes directly with Mid American in
the Williams County banking market.? Tri-State is the
second largest commercial banking organization in the
market, with deposits of $67.2 million, representing
20.3 percent of the total deposits in commercial banks
in the market. Mid American is the fourth largest
commercial banking organization in the market, with
$35.6 million in deposits, representing 10.7 percent of
total deposits in commercial banks in the market.
Upon consummation of this proposal, Tri-State would
remain the second largest commercial banking organi-
zation in the market, with $102.8 million in deposits,
representing 31.0 percent of the total commercial
banking deposits in the market. The market is consid-
ered highly concentrated, with a four-firm concentra-
tion ratio of 76.4 percent. The Herfindahl-Hirschman
Index (“‘HHI"’) of the market is 1906 and would
increase by 435 points to 2341 upon consummation of
this proposal.?

Although consummation of this proposal would
eliminate existing competition between Tri-State and
Mid American in the Williams County banking market,
numerous other commercial banks would continue to
operate in the market after consummation of this
proposal. Moreover, the Board notes that the market
is attractive for entry, as evidenced by the fact that
two commercial banking organizations have entered
the market in recent years, including one de novo
entry. Furthermore, the record indicates that other
commercial banking organizations have expressed in-
terest in entering the market.

In addition, the Board has considered the presence
of thrift institutions in the banking market in its
analysis of this proposal. The Board previously has
indicated that thrift institutions have become, or have
the potential to become, major competitors of com-
mercial banks.* The two thrift institutions in the mar-

2. The Williams County banking market is approximated by Wil-
liams County, Ohio.

3. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)), any market in which the
post-merger HHI is over 1800 is considered highly concentrated, and
the Department is likely to challenge a merger that increases the HHI
by more than 50 points unless other factors indicate that the merger
will not substantially lessen competition. The Department of Justice
has informed the Board that a bank merger or acquisition is not likely
to be challenged (in the absence of other factors indicating an
anti-competitive effect) unless the post-merger HHI is at least 1800
and the merger increases the HHI by at least 200 points. The Justice
Department has stated that the higher than normal HHI thresholds for
screening bank acquisitions for anti-competitive effects implicitly
recognizes the competitive effects of limited purpose lenders and
other non-depository financial entities.

4. See, e.g., National City Corporation, 70 FEDERAL RESERVE
BULLETIN 743 (1984); NCNB Bancorporation, 70 FEDERAL RESERVE
BULLETIN 225 (1984); General Bancshares Corporation, 69 FEDERAL

ket already exert a considerable competitive influence
as providers of NOW accounts and consumer loans,
and are engaged in the business of making commercial
loans. Based upon the relative size, market share and
commercial lending activities of thrift institutions in
the market, the Board has concluded that thrift insti-
tutions exert a significant competitive influence that
mitigates the anti-competitive effects of this proposal
in the Williams County banking market.’

The financial and managerial resources of Tri-State
and Mid American are consistent with approval.

In considering the convenience and needs of the
communities to be served, the Board has taken into
account a comment received from the Superintendent
of Edgerton Local Schools located in Edgerton, Ohio.
The Superintendent argues that Mid American and
Tri-State are the only two commercial banking orga-
nizations in Edgerton, Ohio, one of the towns in the
Williams County banking market. Upon consumma-
tion of the proposed transaction, Tri-State would be
the only commercial banking organization in Edger-
ton, Ohio. The Superintendent states that consumma-
tion of the proposed transaction would eliminate some
of the banking options available to the school district
and requests that the Board not approve the applica-
tion unless the vacated bank is purchased by another
bank.

In analyzing the competitive effects of a proposal,
the Board is required to examine an acquisition in light
of the geographic area in which customers may prac-
ticably turn to for alternatives. The geographic market
for banking services is generally an area larger than an
individual town, and in this case, the Board believes
that the area where customers can practicably turn to
for banking services is approximated by Williams
County. Because of the number of alternatives in the
Williams County banking market and other facts of
record, the Board concludes that the elimination of a
competitor in the town of Edgerton does not warrant
denial of the application.

Based on the foregoing and other facts of record, the
Board has determined that the application should be,
and hereby is, approved. The acquisition shall not be
consummated before the thirtieth calendar day follow-
ing the effective date of this Order, or later than three
months after the effective date of this Order, unless
such period is extended for good cause by the Board or

REeSERVE BULLETIN 802 (1983); and First Tennessee National Corpo-
ration, 69 FEDERAL RESERVE BULLETIN 298 (1983).

5. 1f 50 percent of the deposits controlled by thrift institutions were
included in the calculation of market concentration, Tri-State and Mid
American would control 17.6 percent and 9.3 percent of total market
deposits, respectively. The HHI would increase by 329 points to 1912
upon consummation of the proposal.

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



Legal Developments 249

by the Federal Reserve Bank of Cleveland, acting
pursuant to delegated authority.

By order of the Board of Governors, effective Feb-
ruary 2, 1988.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, and Kelley. Voting against this action:
Governor Angell. Absent and not voting: Governor Heller.

JAMES MCAFEE
Associate Secretary of the Board

Dissenting Statement of Governor Angell

I believe this application raises serious questions con-
cerning the anticompetitive effects of mergers and
acquisitions in those markets with a small number of
banking competitors. Tri-State’s subsidiary bank and
Mid American are the only two banks competing in the
town of Edgerton. Although there are banking alter-
natives in towns close to Edgerton, 1 am concerned
that these distances might be sufficiently great to allow
anticompetitive behavior with respect to the pricing
and conditions of agricultural, small business and

consumer loans in Edgerton.
February 2, 1988

Orders Issued Under Section 4 of the Bank
Holding Company Act

The Bank of Nova Scotia
Toronto, Canada

Order Approving Application to Engage in Securities
and Financial Advisory Activities

The Bank of Nova Scotia, Toronto, Canada (‘‘Ap-
plicant’’), a foreign bank subject to the Bank Holding
Company Act, 12 U.S.C. § 1841 et seq. (“'‘BHC Act™),
has applied for the Board’s approval under section
4(c)(8) of the BHC Act, 12 U.S.C. § 1843(c)(8), and
section 225.21(a) of the Board's Regulation Y,
12 C.F.R. § 225.21(a), to acquire McLeod Young Weir
Incorporated, New York, New York (‘*‘Company’’),
and thereby engage in:
(1) providing advice in connection with mergers and
acquisitions, divestitures, loan syndications, inter-
est rate swaps, interest rate caps and similar trans-
actions to unaffiliated financial and nonfinancial in-
stitutions;
(2) providing securities brokerage and investment
advisory services to institutional customers on a
combined basis; and

(3) providing financial advice to the Canadian fed-
eral and provincial governments, such as with re-
spect to the issuance of their securities in the U.S.!

Company currently engages in a wide range of
securities underwriting, dealing, brokerage and advis-
ory activities.? Applicant has committed to limit Com-
pany to those activities for which it seeks approval
here.

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (52 Federal Register 49,089 (1987)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the public interest factors set
forth in section 4(c)(8) of the BHC Act.

Applicant, with total consolidated assets equivalent
to approximately $54 billion, is the 78th largest bank-
ing organization in the world.* Applicant owns a bank
subsidiary in San Juan, Puerto Rico and maintains
branches in New York City, Portland and Boston and
agencies in Atlanta, Miami and San Francisco. Appli-
cant also owns The Bank of Nova Scotia Trust Com-
pany, New York, New York, an uninsured limited-
purpose trust company that neither accepts deposits
nor makes commercial loans, and engages in various
activities in the United States under sections 4(c}8)
and 4(c)(9) of the BHC Act and the Board’s Regula-
tions Y and K (12 C.F.R. Parts 225 and 211, respec-
tively).

1. Applicant has also applied to engage in providing discount
brokerage services to non-institutional customers; furnishing general
economic information and advice, general economic statistical fore-
casting services and industry studies to institutional customers; pro-
viding portfolio investment advice and research to institutional cus-
tomers; and underwriting and dealing in obligations of the United
States, general obligations of states and their political subdivisions,
and other obligations that state member banks are authorized to
underwrite and deal in under 12 U.S.C. §§ 24 and 335. The Board has
previously found these activities, as proposed here, to be closely
related to banking and a proper incident thereto. 12 C.F.R. §§
225.25(b)(15), (4)(iv), (4)(iii) and (16) respectively.

2. Company’s current activities consist of providing brokerage and
execution services to institutional customers: acting as agent in the
private placement of corporate securities; providing investment ad-
vice and research to institutional customers; trading for its own
account in Canadian federal and provincial government securities,
U.S. government and agency securities and corporate debt and equity
securities; underwriting and distributing Canadian federal and provin-
cial government securities and corporate debt and equity securities;
and other incidental securities activities such as borrowing and
lending securities and entering into repurchase and reverse repurchase
arrangements involving U.S. government and agency securities. Com-
pany also provides financial advice to institutional customers relating
to acquisitions, mergers, divestitures, restructurings and public and
private financing transactions, and to the Canadian federal and pro-
vincial governments and agencies thereof relating to financing trans-
actions in the U.S.

3. Asset data are as of June 30, 1987. Banking data are as of
December 31, 1986.
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I. Merger and Acquisition Advice to
Unaffiliated Financial and Nonfinancial
Institutions

Applicant has proposed that Company engage in cer-
tain financial advisory activities for unaffiliated finan-
cial and nonfinancial institutions. The Board previ-
ously has determined that, subject to certain
limitations, these financial advisory activities are per-
missible nonbanking activities for bank holding com-
panies. Signet Banking Corporation, 73 FEDERAL RE-
SERVE BULLETIN 59 (1987). Applicant has committed
to limit Company’s financial advisory activities as set
forth in that Order.

I1. Providing Investment Advice and Securities
Brokerage on a Combined Basis

The Board previously has determined that the com-
bined offering of investment advice with securities
brokerage services to institutional customers is a per-
missible nonbanking activity and does not violate the
Glass—Steagall Act. See, e.g., National Westminster
Bank PLC, 72 FEDERAL RESERVE BULLETIN 584
(1986) (‘““NarWest'); and Manufacturers Hanover
Corporation, 73 FEDERAL RESERVE BULLETIN 930
(1987) (‘*Manufacturers Hanover’’). That position has
been upheld by the U.S. Court of Appeals for the
District of Columbia Circuit in its affirmance of the
Board’s NatWest Order.*

Applicant has proposed to conduct its brokerage
activity in accordance with the limitations approved
by the Board in NatWest and Manufacturers Hanover
with one exception.> In NatWest, the Board permitted
officer, director and employee interlocks between the
brokerage subsidiary and its holding company but did
not permit officer and director interlocks with its bank
affiliates. Here, Applicant proposes that officers of
Applicant, a foreign bank, be permitted to serve as

4. Securities Industry Ass’n v. Board of Governors, 821 F.2d 810
(D.C. Cir. 1987). The U.S. Supreme Court recently has declined to
review that decision. cert. denied, 56 U.S.L.W. 3451 (U.S. Jan. 11,
1988) (No. 87-562).

5. As in Manufacturers Hanover, under this proposal, Company
will not act as principal or take a position (i.e., bear the financial risk)
in any securities it brokers or recommends. Company will execute a
transaction only at the direction of a customer and will not exercise
discretion with respect to any customer account. Company will not
execute any transaction where an affiliate exercises investment dis-
cretion without customer authorization. Company will offer invest-
ment advice, as well as provide securities execution services, to
institutional customers on an integrated basis, /.e., Company will not
charge an explicit fee for the investment advice and will receive fees
only for transactions executed for customers. In addition, as in
Manufacturers Hanover, Company will employ a $1 million threshold
in determining institutional customers and will share customer lists
with its affiliates, but not confidential information obtained from its
customers.

directors of Company. No officers of Applicant will
serve as officers of Company.

The Board has determined that the proposed inter-
locks are consistent with NatWest because Applicant
does not accept insured deposits in the U.S. and hence
does not function as a domestic banking organization.
Moreover, Applicant has committed that Company
will not have officer or director interlocks with its U.S.
bank subsidiaries, branches or agencies.

I11. Financial Advisory Services to Canadian
Governmental Entities

The Board has not previously approved Applicant’s
third proposed activity, providing financial advice to
the Canadian federal and provincial governments,
such as with respect to the issuance of their securities
in the U.S.

In order to approve this aspect of the proposal, the
Board must determine:

(1) that the proposed activity is closely related to

banking; and

(2) that the public benefits associated with the pro-

posed activity outweigh any possible adverse

effects.®

In determining if an activity is closely related to
banking under section 4(c}(8) of the BHC Act, the
Board has relied on guidelines established by the
federal courts. Under these guidelines, an activity may
be found to be closely related to banking if it is
demonstrated:

(1) that banks generally have, in fact, provided the

proposed services;

(2) that banks generally provide services that are

operationally or functionally so similar to the pro-

posed services as to equip them particularly well to
provide the proposed services; or

(3) that banks generally provide services that are so

integrally related to the proposed activity as to

require their provision in a specialized form.”

In this case, the record reflects that banks in gen-
eral, as well as Company, which currently engages in
this activity, do provide services similar to those
proposed here and have developed expertise in pro-

6. 12 U.S.C. § 1843(c)(8).

7. National Courier Association v. Board of Governors, 516 F.2d
1229 (D.C. Cir. 1975). However, the National Courier guidelines are
not the exclusive basis for finding a close relationship between a
proposed activity and banking. The Board has stated that in acting on
a request to engage in a new nonbanking activity, it will consider any
other factor that an applicant may advance to demonstrate a reason-
able or close connection or relationship of the activity to banking. 49
Federal Register 794, 806 (1984); Securities Industry Association v.
Board of Governors, 468 U.S. 207, 210-11 n.5 (1984).
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viding financial advice to foreign governments and
their subdivisions.

The Board notes that the proposed activity is func-
tionally and operationally similar to the activity of
providing financial advice to state and local govern-
ments, such as with respect to the issuance of their
securities, which the Board has found to be generally
permissible for bank holding companies and incorpo-
rated into Regulation Y. 12 C.F.R. § 225.25(b)}(4)(v).
In addition, the Board’s Regulation K authorizes the
provision of such financial advisory services to foreign
governmental entities. 12 C.F.R. § 211.5(d)(8). Ac-
cordingly, the Board concludes that the proposed
activity is closely related to banking.

With respect to the ‘‘proper incident’’ requirement,
section 4(c)(8) of the BHC Act requires the Board to
consider whether the performance of the activity by an
affiliate of a holding company ‘‘can reasonably be
expected to produce benefits to the public, such as
greater convenience, increased competition, or gains
in efficiency that outweigh possible adverse effects,
such as undue concentration of resources, decreased
or unfair competition, conflicts of interests, or un-
sound banking practices.”’

The record indicates that no adverse effects are
likely to occur from the provision of such advice to
Canadian federal and provincial governments. More-
over, Company, through its association with a large
financial institution, will have access to increased
resources and will become a more effective competitor
in this area. Hence, this aspect of the proposal will
result in net public benefits.

Consummation of the proposal is not likely to result
in decreased or unfair competition, conflicts of inter-
est, unsound banking practices, concentration of re-
sources, or other adverse effects. Based on the fore-
going and other facts of record, the Board has
determined that the balance of public interest factors it
must consider under section 4(c)(8) of the BHC Act is
favorable. Accordingly, the Board has determined that
the application should be, and hereby is, approved.
This determination is further subject to all of the
conditions set forth in the Board’s Regulation Y,
including those in sections 225.4(d) and 225.23(b), and
to the Board's authority to require modification or
termination of the activities of the holding company or
any of its subsidiaries as the Board finds necessary to
assure compliance with the provisions and purposes of
the BHC Act and the Board’s regulations and orders
issued thereunder, or to prevent evasion thereof.

This transaction shall not be consummated later
than three months after the effective date of this
Order, unless such period is extended for good cause
by the Board, or by the Federal Reserve Bank of New
York, pursuant to delegated authority.

By order of the Board of Governors, effective
February 12, 1988.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JAMES MCAFEE
Associate Secretary of the Board

FFB, Inc.
Newark, New Jersey
Philadelphia, Pennsylvania

Order Approving Acquisition of Nonbank Subsidiary

FFB, Inc., Newark, New Jersey, and Philadelphia,
Pennsylvania (“FFB™’), a bank holding company
within the meaning of the Bank Holding Company Act
(““Act’) (12 U.S.C. § 1841 et seq.) has applied under
section 4(c)(8) of the Act (12 U.S.C. § 1843(c)(8)) and
section 225.25(b)(8) of the Board’s Regulation Y (12
C.F.R. § 225.25(b)(8)) to acquire Broad & Lombardy
Associates, Inc., Newark, New Jersey (““B & L”’), a
company which acts as an agent or broker for the sale
of credit-related life, accident and health, property and
casualty insurance.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been duly published (52 Federal Register
43,672 (1987)). The time for filing comments has ex-
pired, and the Board has considered the application
and all comments received' in light of the public
interest factors set forth in section 4(c)(8) of the Act.

FFB was formed to acquire First Fidelity Bancor-
poration, Newark, New Jersey, and Fidelcor, Inc.,
Philadelphia, Pennsylvania, and their respective bank-
ing and nonbanking subsidiaries.”? B & L., a subsidiary
of First Fidelity Bancorporation, conducts its insur-
ance activities from one office in Newark, New Jersey,
primarily serving the northern New Jersey and New
York metropolitan areas.

On February 14, 1979, the Federal Reserve Bank of
New York, acting pursuant to delegated authority,
approved the application of First Fidelity Bancorpora-
tion to engage through a de novo subsidiary, B& L, in
the activity of acting as agent or broker for the sale of

1. The Board has received comments in opposition to this proposal
from the Independent Insurance Agents of America, Inc.; the Na-
tional Association of Casualty and Surety Agents; the National
Association of Surety Bond Producers; the National Association of
Life Underwriters; and the National Association of Professional
Insurance Agents (collectively, ‘‘Protestants™).

2. The Board previously approved the application of FFB to
acquire First Fidelity Bancorporation, Fidelcor, and their respective
subsidiaries other than B & L, by Order dated January 11, 1988.
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life, accident and health insurance and property and
casualty insurance related to extensions of credit by its
First Fidelity affiliates. Thus on May 1, 1982, B & L
was engaged lawfully in acting as an insurance agent or
broker for credit-related life, accident and health,
property and casualty insurance and therefore meets
the qualifications for grandfather rights under exemp-
tion D.

Protestants argue that even if B & L. was authorized
under section 4(c)(8XD) of the Act to engage in insur-
ance agency activities, these rights are not transferable
and expire upon the acquisition of a grandfathered
company by another bank holding company. As the
Board previously has determined, however, a com-
pany that is entitled to engage in insurance activities
under exemption D does not lose those rights upon its
acquisition by another bank holding company, pro-
vided that the grandfathered entity retains its separate
corporate structure and its insurance activities are not
conducted by other companies within the acquiring
banking organization.® In the instant case, following
its acquisition by FFB, First Fidelity Bancorporation
would remain a separate bank holding company and
B & L would remain a separate nonbank subsidiary
thereof, and their grandfathered insurance activities
would not be conducted by FFB or other entities
within FFB’s organization. First Fidelity Bancorpora-
tion and B & L therefore may retain their exemption D
grandfather privileges after acquisition by FFB.*

The Protestants also request that the Board delay
consideration of this proposal until the expiration of
the insurance activities moratorium contained in the
Competitive Equality Banking Act of 1987 (““CEBA”’),
Pub. L. No. 100-86, § 201, 101 Stat. 581 (1987). The
Board notes that, by its terms, the moratorium on
insurance activities in CEBA does not apply to insur-
ance activities expressly authorized for bank holding
companies under subparagraphs (A) through (G) of
section 4(c)(8) of the Act (12 U.S.C. § 1843(c)8)
(A-G)). Inasmuch as the insurance agency activities of
B & L are authorized pursuant to section 4(c)(8)}D),
the continued conduct of those activities is explicitly
preserved under CEBA.

The record reflects that FFB’s acquisition of B & L
would not significantly affect competition in any rele-
vant market. Moreover, there is no evidence to indi-
cate that approval of this proposal would result in

3. See e.g., U. S. Bancorp, 73 FEDERAL RESERVE BULLETIN 941
(1987); Trustcorp, Inc., 73 FEDERAL RESERVE BULLETIN 934 (1987);
MNC Financial, Inc., 73 FEDERAL RESERVE BULLETIN 740 (1987);
and Sovran Financial Corporation, 73 FEDERAL RESERVE BULLETIN
672 (1987).

4. Applicant also has committed that B & L will continue to abide
by the geographic and functional limitations of exemption D with
respect to its insurance activities.

undue concentration of resources, unfair competition,
conflicts of interest, unsound banking practices, or
other adverse effects.

Based on the foregoing and other facts of record, the
Board has determined that the balance of the public
interest factors it must consider under section 4(c)(8)
of the Act is favorable. Accordingly, the application
should be, and hereby is, approved. This determina-
tion is subject to all of the conditions set forth in
Regulation Y, including sections 225.4(d) and
225.23(b) (12 C.F.R. §§ 225.4(d) and 225.23(b)), and to
the Board’s authority to require such modification or
termination of the activities of a holding company or
any of its subsidiaries as the Board finds necessary to
assure compliance with the provisions and purposes of
the Act and the Board’s regulations and orders issued
thereunder, or to prevent evasion thereof.

The transaction shall not be consummated later than
three months after the effective date of this Order,
unless such period is extended for good cause by the
Board or by the Federal Reserve Bank of Philadelphia,
acting pursuant to delegated authority.

By order of the Board of Governors, effective
February 19, 1988.

Voting for this action: Chairman Greenspan and Governors
Angell, Heller, and Kelley. Absent and not voting: Gover-
nors Johnson and Seger.

JAMES MCAFEE
Associate Secretary of the Board

Midland Bank, PLC
London, England

Order Approving Application to Issue Variably
Denominated Payment Instruments Payable in
Foreign Currencies With Unlimited Face Values

Midland Bank, PLC, London, England (*‘Midland™’),
a foreign bank subject to the Bank Holding Company
Act, 12 U.S.C. § 1841 et seq. ((‘BHC Act’’), has
applied for the Board’s approval under section 4(c)(8)
of the BHC Act (12 U.S.C. § 1843(c)(8)) and section
225.23(a)(3) of the Board’s Regulation Y (12 C.F.R. §
225.23(a)(3)), to engage de novo through its wholly
owned subsidiary, Thomas Cook, Inc., Princeton,
New Jersey (“TCI’’), in the issuance and sale of
foreign drafts and wire transfers (collectively,
“‘payment instruments’’) that are payable in foreign
currencies and are without limitation as to their face
amount. Midland proposes to conduct these activities
through TCI, as well as to market such instruments
through a nationwide network of unaffiliated selling
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agents, including commercial banks, thrift institutions
and others.!

Notice of the application, affording interested per-
sons an opportunity to comment, has been published
(52 Federal Register 46,003 (1987)). The time for filing
comments has expired, and the Board has considered
the application and all comments received in light of
the public interest factors set forth in section 4(c)(8) of
the BHC Act.

Midland, with total consolidated assets equivalent
to approximately $51.1 billion, is the 34th largest
banking organization in the world.> Midland operates a
U.S. branch and an Edge corporation both located in
New York, New York, and engages in various activi-
ties in the United States under sections 4(c)(8) and
4(c)(9) of the BHC Act and the Board’s Regulations Y
and K (12 C.F.R. Parts 225 and 211 respectively).

The Board previously has determined that the issu-
ance and sale of money orders and similar payment
instruments with a maximum face value of $1,000 are
closely related to banking. 12 C.F.R. § 225.25(b)(12).?
The Board also has approved by order a limited
number of applications to engage in the issuance and
sale of payment instruments with a $10,000 maximum
face value.* In addition, the Board has approved the
issuance and sale of certain payment instruments with
no maximum limitation on their face amount, subject
to a number of operational restrictions and reporting
requirements similar to those proposed in the instant
application. Wells Fargo & Company, 72 FEDERAL
RESERVE BULLETIN 148 (1986) (““Wells Fargo’). In
the Wells Fargo Order, the Board determined that an
increase in the denomination of such instruments
would not affect the fundamental nature of the pay-
ment instruments, and the Board concluded that the
issuance and sale of the proposed instruments in
increased denominations, such as proposed here, are
closely related to banking.

In order to approve this application under section
4(c)(8), the Board must also find that the performance
of the proposed activity by Midland ‘‘can reasonably
be expected to produce benefits to the public, such as
greater convenience, increased competition, or gains

. Midland also proposes to engage in data processing activities
related to the issuance and sale of such payment instruments. The
Board previously has determined that data processing activities for
the processing and transmission of financial, banking, or economic
data, such as proposed here, are closely related to banking. 12 C.F.R.
§ 225.25(b)}(TXii).

2. Asset data are as of June 30, 1987. Banking data are as of
December 31, 1986.

3. TCI currently issues and sells travelers checks in various foreign
currencies with a maximum denomination of $1,000 pursuant to that
section.

4. See e.g., BankAmerica Corporation, 73 FEDERAL RESERVE
BULLETIN 727 (1987).

in efficiency, that outweigh possible adverse effects,
such as undue concentration of resources, decreased
or unfair competition, conflicts of interest, or unsound
banking practices.”’

In considering previous applications regarding vari-
ably denominated payment instruments, the Board has
expressed concern that the issuance of instruments in
denominations larger than $1,000 would result in an
adverse effect on the reserve base because such instru-
ments are not subject to transaction account reserve
requirements. The Board has noted that because re-
serve requirements serve as an essential tool of mon-
etary policy, the conduct of that policy could be
adversely affected by the erosion of reservable depos-
its in the banking system. Accordingly, in order to
guard against such potential adverse effects, the Board
conditioned its approval of the Wells Fargo proposal
on a commitment that Wells Fargo cause to be depos-
ited into a demand deposit account at its bank subsid-
iary all of the proceeds of any official check having a
face value in excess of $10,000, thereby rendering the
proceeds subject to reserve requirements. The Board
also made its approval subject to certain reporting
requirements, as well as its own continued evaluation
of the activity’s effects on monetary policy.

To address the monetary policy concerns expressed
in the Board’s Wells Fargo Order, Midland has com-
mitted that the proceeds of all sales of foreign-cur-
rency denominated instruments will be held in demand
deposit accounts at U.S. commercial banks. Deposits
stemming from the sale of instruments with denomi-
nations of $10,000 or less will be swept daily into
nonreservable instruments. The entire proceeds of the
sale of any payment instrument with a face value
greater than $10,000 will be deposited in a demand
deposit account at a U.S. depository institution. Such
proceeds will then be used to purchase foreign cur-
rency for each particular payment instrument at the
time of the transaction. Midland states that its pur-
chases of foreign currency are typically value-dated
two days hence, at which time the demand deposit
account will be debited and the U.S. dollar funds will
leave the U.S. monetary system. Midland has commit-
ted that the U.S. dollar fund proceeds of all instru-
ments with a face value greater than $10,000 will not
be swept out overnight while in demand deposit ac-
counts, and thus will be reservable. Midland has
committed to submit to the Board weekly reports of
balances held in demand deposit accounts.

Midland contends that implementation of the fore-
going commitments and procedures will adequately
address the Board’s monetary policy concerns. After
reviewing the proposal, the Board has determined that
the commitments and procedures outlined therein ad-
equately address the Board’s concerns regarding po-
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tential adverse effects on the reserve base. The
Board’s approval for Midland to engage in this activity
is subject to the continued evaluation of its potential
for adverse effects on the conduct of monetary policy.
If the Board discerns such effects in the future, the
Board would require appropriate modification of the
activity and/or imposition of additional reserve re-
quirements.

The record reflects that the sale of these payment
instruments by Midland would increase competition in
an industry that currently is highly concentrated and
enhance the convenience of purchasers. The Board
finds that these instruments, which will be issued by a
large financial organization, will enjoy ready accept-
ability and provide benefits to the public. Moreover,
there is no evidence in the record that consummation
of this proposal would result in adverse effects, such
as unsound banking practices, unfair competition,
conflicts of interest, or undue concentration of re-
sources.

Based upon the foregoing and other considerations
reflected in the record, the Board has determined that
the balance of the public interest factors it is required
to consider under section 4(c)(8) is favorable. This
determination is subject to all of the conditions set
forth in Regulation Y, including sections 225.4(d) and
225.23(b), and to the Board’s authority to require such
modification or termination of the activities of a hold-
ing company or any of its subsidiaries as the Board
finds necessary to assure compliance with the provi-
sions and purposes of the BHC Act and the Board’s
regulations and orders issued thereunder, or to pre-
vent evasion thereof.

The activity shall be commenced no later than three
months after the effective date of this Order, unless
such period is extended for good cause by the Board or
by the Federal Reserve Bank of New York, acting
pursuant to delegated authority.

By order of the Board of Governors, effective Feb-
ruary 3, 1988.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JAMES MCAFEE
Associate Secretary of the Board

National Westminster Bank PLC
London, England

NatWest Holdings, Inc.
New York, New York

Order Approving Application to Acquire Washington
Analysis Corporation, Washington, D.C.

National Westminster Bank PLC, London, England
and NatWest Holdings, Inc., New York, New York

(collectively ‘“NatWest’’), both bank holding compa-
nies within the meaning of the Bank Holding Company
Act (12 U.S.C. § 1841 er seq.) (‘*Act’’), have applied
for the Board’s approval under section 4(c}8) of the
Act (12 U.S.C. §1843(cx8) and section
225.25(b)(4)(iv) of the Board’s Regulation Y (12
C.F.R. § 225.25(b)(4)(iv)) to acquire, through a wholly
owned subsidiary, County NatWest Inc., New York,
New York (‘“CNI’"), 100 percent of the voting shares
of Washington Analysis Corporation, Washington,
D.C. (“*“WAC”"), which engages in furnishing general
economic information and advice, general economic
statistical forecasting services and industry studies to
““Institutional Customers.”’’

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (52 Federal Register 49,508 (1987)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the public interest factors set
forth in section 4(c)(8) of the Act.

National Westminster Bank PLC (‘‘NatWest Bank
PLC™), with approximately $140.3 billion in total
consolidated assets as of June 30, 1987, is the seven-
teenth largest banking organization in the world and
provides a full range of retail and wholesale banking
services worldwide. In the United States, NatWest
Bank PLC operates four representative offices,
branches in New York and Chicago, agencies in San
Francisco and Dallas, and six nonbanking subsidiaries
(engaged in data processing, factoring, and securities
brokerage and dealing). NatWest Bank PLC also con-
trols applicant NatWest Holdings, Inc., and its subsid-
iary National Westminster Bank USA, N.A., New

1. An Institutional Customer is defined by NatWest to be a person
that is:

(1) a bank (acting in an individual or fiduciary capacity); an

insurance company; a registered investment company under the

Investment Company Act of 1940; or a corporation, partnership,

proprictorship, organization or institutional entity that regularly

invests in types of securities as to which investment advice is given,

or that regularly engages in transactions in securities;

(2) an employee benefit plan with assets exceeding $5,000,000, or

whose investment decisions are made by a bank, insurance com-

pany or investment advisor registered under the Investment Advi-

sors Act of 1940;

(3) a natural person whose individual net worth (or joint net worth

with his or her spouse) at a time of receipt of the investment advice

or brokerage services exceeds $5,000,000;

(4) a broker-dealer or option trader registered under the Securities

Exchange Act of 1934, or other securities professional; or

(5) an entity all of the equity owners of which are institutional

customers.
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York, New York, which holds total deposits
of approximately $11.3 billion as of September 30,
1987.2

WAC engages in monitoring and analyzing U.S.
legislative and regulatory developments exclusively
within the context of probable effects on the general
economy and individual markets, industries, compa-
nies and products. Upon consummation of this pro-
posal, NatWest will transfer the activities of WAC to
County Securities Corporation USA, New York, New
York (“*‘CSC”), an indirect subsidiary of NatWest
wholly owned by CNI.? CSC currently engages in the
combined offering of investment advice and securities
execution services to institutional customers, pursuant
to prior Board approval. National Westminster Bank
PLC, et al., 72 FEDERAL RESERVE BULLETIN 584
(1986).% CSC will offer WAC’s services to its institu-
tional customers either as a stand-alone service or in
connection with brokerage services.’

Section 4(c)(8) imposes a two-step test for determin-
ing the permissibility of nonbanking activities for bank
holding companies:

(1) whether the activity is closely related to banking;

and

(2) whether the activity is a “‘proper incident’’ to

banking—that is, whether the proposed activity can

reasonably be expected to produce benefits to the
public that outweigh possible adverse effects.

12 U.S.C. § 1843(c)(®).

The Board has previously determined that analysis
of regulatory developments, in the context of provid-
ing investment research advice, is closely related to
banking and permissible for bank holding companies
under section 225.25(b)(4). Security Pacific Corpora-
tion, 71 FEDERAL RESERVE BULLETIN 118 (1984) (‘‘Se-
curity Pacific Order™). WAC’s activities are very
similar to the activities approved in the Security Pa-
cific Order. Moreover, the underlying rational of the
Board’s decision in the Security Pacific Order, that
analysis of the effects of regulatory developments on

2. Total deposit data reflects NatWest's acquisition of First Jersey
National Corporation, Jersey City, New Jersey, approved by the
Board on December 21, 1987.

3. WAC’s former employees will operate as part of CSC'’s research
staff. WAC’s services will be offered as CSC's services to CSC’s
institutional customers.

4. The Board determined that the combined offering of investment
advice with securities execution services to institutional customers
from the same bank holding company subsidiary is closely related
and a proper incident to banking under section 4(c)(8) of the Act
and does not violate the Glass—Steagall Act. National Westminister
Bank PLC, et al., 72 FEDERAL RESERVE BULLETIN 584 (1986).
J.P. Morgan and Company, Inc., 73 FEDERAL RESERVE BULLETIN
810 (1987).

5. NatWest has reaffirmed its adherence to the commitments and
conditions set forth in National Westminister Bank PLC, et al., T2
FEDERAL RESERVE BULLETIN 584 (1986).

individual industries within the context of providing
investment advice to institutional customers is permis-
sible, supports the permissibility of WAC’s activities.
On this basis, the Board finds the activities of WAC to
be closely related to banking.

With regard to the ‘‘proper incident’ requirement,
section 4(c)(8) of the Act requires the Board to deter-
mine that NatWest’s performance of WAC's activities
could ‘‘reasonably be expected to produce benefits to
the public, such as greater convenience, increased
competition, or gains in efficiency, that outweigh pos-
sible adverse effects, such as undue concentration of
resources, decreased or unfair competition, conflicts
of interest, or unsound banking practices.”” 12 U.S.C.
§ 1843(c)(8).

Although NatWest and WAC both engage in provid-
ing investment advice, the market for their activities is
relatively unconcentrated with no significant barriers
to entry. In addition, NatWest, through CSC, cur-
rently engages in investment advice activities that
emphasize security-specific analysis, unlike WAC’s
investment advice activities which emphasize the ef-
fects of legislative and regulatory developments on
general industry and economic trends. Accordingly,
the Board concludes that consummation of this pro-
posal would not have a significant adverse effect on
existing or potential competition. There is no evidence
in the record that consummation of this proposal
would result in unsound banking practices, unfair
competition, conflicts of interest, or undue concentra-
tion of resources. NatWest’s investment advice capa-
bilities would be enhanced by offering WAC’s ser-
vices, allowing it to provide more comprehensive
investment advice to its customers. Accordingly, the
Board believes that the public benefits of the proposal
outweigh any potential adverse effects.

Based upon the foregoing and other considerations
reflected in the record, and NatWest’s adherence to
the commitments and conditions contained in Na-
tional Westminster Bank PLC, et al., the Board has
determined that the balance of public interest factors
that the Board is required to consider under section
4(c)(8) is favorable. Accordingly, the application is
hereby approved. This determination is subject to all
of the conditions set forth in Regulation Y, including
sections 225.4(d) and 225.23(b), and to the Board’s
authority to require such modification or termination
of the activities of a holding company or any of its
subsidiaries as the Board finds necessary to assure
compliance with the provisions and purposes of the
Act and the Board’s regulations and orders issued
thereunder, or to prevent evasion thereof.

This transaction shall be consummated not later
than three months after the effective date of this
Order, unless such period is extended for good cause
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by the Board or by the Federal Reserve Bank of New
York, pursuant to delegated authority.

By order of the Board of Governors, effective
February 8, 1988.

Voting for this action: Chairman Greenspan and Governors
Seger, Angell, Heller, and Kelley. Absent and not voting:
Governor Johnson.

JAMES MCAFEE
Associate Secretary of the Board

Security Pacific Corporation
Los Angeles, California

Order Vacating Prior Order Approving Application
To Establish an Automated Trading System for
Options on United States Government Securities

By Order dated August 5, 1987, the Board of Gover-
nors of the Federal Reserve System (‘‘Board’’) ap-
proved an application submitted by Security Pacific
Corporation, Los Angeles, California (‘‘Security Pa-
cific’’) under section 4(c)(8) of the Bank Holding
Company Act by issuing an Order Approving Appli-
cation to Establish an Automated Trading System for
Options on United States Government Securities
(“*August 5, 1987 Order™").!

On September 1, 1987, the Board of Trade of the
City of Chicago, the Chicago Board Options Ex-
change, Inc., and the Chicago Mercantile Exchange
(‘‘Petitioners’’), each of which had protested Security
Pacific’s application before the Board, filed a timely
petition for review in the United States Court of
Appeals for the Seventh Circuit (*‘Court of Appeals’”).

On December 9, 1987, Security Pacific advised the
Board that its subsidiaries had sold all of their rights,
title, and interest in and to the automated trading
system that was the subject of the August 5, 1987
Order.

On December 11, 1987, Petitioners filed their brief in
support of their petition for review with the Court of
Appeals. On January 26, 1988, the Court of Appeals
granted a motion by Petitioners and the Board to
dismiss the pending petition for review and remand the
August 5, 1987 Order to the Board so that the Board
may vacate that Order. Because of the dismissal of the
petition for review, the Order approving this applica-
tion is hereby vacated and is no longer effective.

1. 73 FEDERAL RESERVE BULLETIN 815.

By order of the Board of Governors, effective Feb-
ruary 4, 1988.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, and Angell. Absent and not voting: Gover-
nors Heller and Kelley.

JAMES MCAFEE
Associate Secretary of the Board

SunTrust Banks, Inc.
Atlanta, Georgia

Order Approving an Application to Engage in
Certain Financial Advisory Activities

SunTrust Banks, Inc., Atlanta, Georgia (**‘SunTrust’’),
a bank holding company within the meaning of the
Bank Holding Company Act (12 U.S.C. § 1841
et seq.) (the “‘Act’), has applied for the Board’s
approval under section 4(c)(8) of the Act (12 U.S.C.
§ 1843(c)(8)) and section 225.23 of the Board’s Regu-
lation Y (12 C.F.R. § 225.23), to engage directly in
certain financial advisory activities.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been duly published (52 Federal Register
46,002 (1987)). The time for filing comments has ex-
pired, and the Board has considered the application
and all comments received in light of the public
interest factors set forth in section 4(c)(8) of the Act.

SunTrust, with total consolidated assets of approx-
imately $25.9 billion,' controls banking subsidiaries in
Florida, Georgia and Tennessee, and engages through
other subsidiaries in various permissible nonbanking
activities. SunTrust now proposes to engage directly
in certain activities currently conducted by its lead
bank and other banking affiliates. These activities are:

(1) furnishing general economic information and

advice, general economic statistical forecasting

services and industry studies;

(2) providing financial advice to state and local

governments, such as with respect to the issuance of

their securities;

(3) providing advice regarding the structuring of and

arranging for loan syndications, interest rate

‘‘swaps,”’ interest rate ‘‘caps,”’ and similar transac-

tions;

(4) providing advice in connection with financing

transactions for nonaffiliated financial and nonfinan-

cial institutions;

(5) providing valuation services for nonaffiliated

financial and nonfinancial institutions;

1. Banking data are as of September 30, 1987.
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(6) advising nonaffiliated financial and nonfinancial
institutions in connection with merger, acquisition
and divestiture considerations;

(7) rendering fairness opinions in connection with
merger, acquisition and similar transactions for non-
affiliated financial and nonfinancial institutions; and
(8) conducting feasibility studies for corporations.

The activities described in paragraphs (1) and (2)
are included on the list of permissible nonbanking
activities in the Board’s Regulation Y (12 C.F.R.
§ 225.25(b)(4)(iv) and (v)). The Board has previously
determined by Order that the remaining proposed
activities are closely related to banking and permissi-
ble for bank holding companies.?

The Board previously has expressed its concerns
regarding conflicts of interest and related adverse
effects that, absent certain limitations, may be associ-
ated with financial feasibility studies that may be
conducted as part of these activities. SunTrust has
committed to abide by the conditions established in
these cases in order to avoid such adverse effects.
Specifically, SunTrust has agreed that:

(1) SunTrust’s financial advisory activities shall not

encompass the performance of routine tasks or

operations for a customer on a daily or continuous
basis;

(2) advice rendered by SunTrust on an explicit fee

basis will be without regard to correspondent bal-

ances maintained by a customer of SunTrust at any
depository subsidiary of SunTrust; and

(3) SunTrust will not make available to any of its

subsidiaries confidential information received from

SunTrust’s clients, except as authorized by the

respective client.

Under these conditions, SunTrust’s performance of
this activity is unlikely to result in conflicts of interest
or other potential adverse effects.

In order to approve this application, the Board must
also find that performance of the proposed activities
‘‘can reasonably be expected to produce benefits to
the public, such as greater convenience, increased
competition, or gains in efficiency, that outweigh pos-
sible adverse effects, such as undue concentration of
resources, decreased or unfair competition, conflicts
of interest, or unsound banking practices.’’ SunTrust’s
proposal represents a corporate reorganization
wherein activities currently performed by its subsid-

2. Signet Banking Corporation, 73 FEDERAL RESERVE BULLETIN
59 (1987) (paragraphs (3), (5). (6) and (7)); Sovran Financial Corpora-
tion, 73 FEDERAL RESERVE BULLETIN 744 (1987) (paragraph (4)); and
Security Pacific Corporation Duff & Phelps, Inc., 71 FEDERAL RE-
SERVE BULLETIN 118 (1985) (paragraph (8)).

iaries will be conducted directly by SunTrust. Because
the proposal essentially would result in a transfer of
the activities within the same corporate structure,
approval of the application would have no adverse
competitive effects. Moreover, there is no evidence in
the record that SunTrust’s performance of these activ-
ities is likely to result in any undue concentration of
resources, decreased or unfair competition, unsound
banking practices, or other adverse effects.

Based upon a consideration of all the relevant facts,
the Board concludes that the balance of the public
interest factors that the Board is required to consider
under section 4(c)(8) is favorable. Financial and man-
agerial resources also are consistent with approval of
the proposal. Accordingly, the application is hereby
approved. This determination is subject to the condi-
tions set forth in this Order and in sections 225.4(d)
and 225.23(b)(3) of Regulation Y. This approval is also
subject to the Board’s authority to require such mod-
ification or termination of the activities of a bank
holding company or any of its subsidiaries as the
Board finds necessary to assure compliance with the
provisions and purposes of the Act and the Board’s
regulations and orders issued thereunder, or to pre-
vent evasion thereof.

The transaction shall not be consummated later than
three months after the effective date of this Order,
unless such period is extended for good cause by the
Board or by the Federal Reserve Bank of Atlanta,
pursuant to delegated authority.

By order of the Board of Governors, effective Feb-
ruary 8, 1988.

Voting for this action: Chairman Greenspan and Governors
Seger, Angell, Heller, and Kelley. Absent and not voting:
Governor Johnson,

JAMES MCAFEE
Associate Secretary of the Board

Orders Issued Under Sections 3 and 4 of the
Bank Holding Company Act

The Bank of New York Company, Inc.
New York, New York

Order Conditionally Approving the Acquisition of a
Bank Holding Company

The Bank of New York Company, Inc., New York,
New York (“‘BNY”’), a bank holding company within
the meaning of the Bank Holding Company Act of
1956, as amended (the ‘‘Act” or the ‘“‘BHC Act’)
(12 U.S.C. § 1841 et seq.), has applied for the Board’s
approval under section 3 of the Act (12 U.S.C.
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§ 1842) to acquire 100 percent of the voting shares of,
and/or to effect a merger with, Irving Bank Corpora-
tion, New York, New York (“IBC”), and thereby to
acquire IBC’s subsidiary banks.!

BNY also has applied under section 4(c)(8) of the
Act (12 U.S.C. § 1843(c)(8)) to acquire the nonbank-
ing subsidiaries of IBC listed in the Appendix to this
Order. In addition, BNY has applied to acquire indi-
rectly the shares of Irving Trust International Bank
and Irving International Financing Corporation, cor-
porations chartered pursuant to section 25(a) of the
Federal Reserve Act (the ‘‘Edge Act’’) (12 U.S.C.
§§ 611-631).

BNY also has provided notice of its intention to
acquire indirectly Banca Della Svizzera Italiana, Lu-
gano, Switzerland; Banco Irving Austral, Buenos
Aires, Argentina; International Commercial Bank
PLC, London, United Kingdom; Irving Bank Canada,
Toronto, Ontario, Canada; Sociedad Financiera Con-
solidada, Caracas, Venezuela; Turkiye Tutunculer
Bankasi A.S., Izmir, Turkey; Wing Hang Bank Lim-
ited, Hong Kong; and Banco Weng Hang, Hong Kong,
under section 4(c)(13) of the Act (12 U.S.C.
§ 1843(c)(13)) and Irving International Trade, Inc.,
under section 4(c)(14) of the Act (12 U.S.C.
§ 1843(c)(14)).

Because of certain provisions of state law discussed
below and IBC’s Shareholders’ Purchase Rights Plan,
BNY may decide to acquire initially no more than 19.9
percent of IBC’s voting stock and through a proxy
solicitation to seek to elect at least a majority of IBC’s
board of directors. If BNY is successful, it would then
proceed to acquire the remainder of IBC’s shares.
Accordingly, BNY has also requested approval under
the BHC Act to acquire 19.9 percent of IBC’s shares
and to acquire voting control of such number of IBC’s
voting shares as will enable BNY to elect at least a
majority of IBC’s directors.

Notice of these applications, affording interested
persons an opportunity to submit comments, has been
published (52 Federal Register 38,273 and 45,689
(1987)). The time for filing comments has expired, and
the Board has considered the applications and all
comments received in light of the factors set forth in

1. These are Irving Trust Company, New York, New York; The
Bank of Lake Placid, Lake Placid, New York; Bank of Long Island,
Babylon, New York; Central Trust Company, Rochester, New York;
Dutchess Bank & Trust Company, Poughkeepsie, New York; Endi-
cott Trust Company, Endicott, New York; The First National Bank of
Hancock, Hancock, New York; The First National Bank of Moravia,
Moravia, New York; The Fulton County National Bank and Trust
Company, Gloversville, New York; Hayes National Bank, Clinton,
New York; The Merchants National Bank & Trust Company of
Syracuse, Syracuse, New York; Nanuet National Bank, Nanuet, New
York; Scarsdale National Bank and Trust Company, Scarsdale, New
York; and Union National Bank, Albany, New York.

sections 3(c) and 4 of the Act and the purposes of the
Edge Act. The Board notes that on February 25, 1988,
the New York State Banking Board unanimously
approved BNY’s proposal to acquire IBC, after exam-
ining the proposal from the standpoint of safety and
soundness, banking competition, maintenance of fi-
nancial services and the public convenience and needs
and considering IBC’s comments in opposition to the
proposal.

The Board has received comments from IBC object-
ing to Board approval of the proposed acquisition. IBC
also has requested that the Board hold a hearing
regarding the applications.? IBC raises questions con-
cerning, among other things, the ability of BNY to
consummate this transaction under New York law and
IBC’s Shareholders’ Purchase Rights Plan, the defin-
itiveness of the proposal, the adequacy of the specifi-
cations in BNY’s application regarding the proposal,
the adequacy of the capital position of the resulting
organization, its managerial resources and future pros-
pects, BNY’s plans regarding the retention and oper-
ation of certain IBC subsidiaries, the effect of the
presence of a minority shareholder on the operations
and future prospects of IBC, and the effect of the
proposed acquisition on the convenience and needs of
the communities served by IBC’s subsidiaries.

The Board has considered these comments care-
fully, as well as the responses to these comments
submitted by BNY, and has reviewed the application
in light of all of the information presented and other-
wise available to the Board. Based upon this consid-
eration and subject to BNY’s commitments and the
conditions established by the Board as described be-
low, the Board has concluded that BNY's proposal
satisfies the criteria set out in the Act. Accordingly,
the Board has determined to approve the applications
subject to the fulfillment of BNY's commitments and
the conditions established herein by the Board.

Board Policy in Evaluating Contested
Proposals

BNY's proposal raises issues concerning the Board’s
general policy toward bank holding company acquisi-
tions that are opposed by the management of the
institution to be acquired and the adequacy of the
Board’s procedures in considering these applications.

Section 3(c) of the BHC Act requires the Board to
review each application on its merits in light of the

2. In addition to the IBC comments, the application was protested
under the Community Reinvestment Act, 12 U.S.C. § 2901 et seq.
The Board also received comments from members of the public,
members of Congress, and various organizations. As discussed more
fully in this Order, the Board has carefully considered all these
comments in reaching its decision.
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Act’s competitive standards, the financial and mana-
gerial resources and future prospects of the companies
and banks concerned, and the convenience and needs
of the community to be served. The Act does not draw
any distinction between acquisitions that are agreed to
between the parties and those where, as here, there is
no agreement. The Board’s experience over the years
indicates that the criteria established by Congress in
the BHC Act are adequate for the Board to carry out
the Congressional mandate of maintaining competi-
tion, assuring safety and soundness, and meeting
community convenience and needs. The Board be-
lieves this is true regardless of whether the proposed
acquisition is friendly or hostile.

In accordance with the requirements of the Act, the
Board evaluates each bank holding company acquisi-
tion proposal to ensure that these criteria are satisfied.
Where the statutory criteria are met, the Board would
be acting outside its delegated discretion to withhold
approval based upon other factors such as whether the
proposal is acceptable to the management of the
banking organization to be acquired.® The Board thus
applies the statutory criteria equally in the case of
applications supported by the management of the
acquired company as well as in those that are opposed
by management.*

In some cases, however, the lack of agreement
between the applicant and the organization to be
acquired may introduce an element of uncertainty in
the analysis of certain of the effects of the proposed
acquisition on the statutory factors. The Board is
mindful of the potential contested situations may pose
for adverse effects on the financial and managerial
resources of the company to be acquired as well as
with respect to the acquiring organization. Thus, in the
case of applications involving contested acquisitions,
as in the case of the present application, the Board
pays special attention to assuring that the statutory
criteria are met.

The Board will also take into account the potential
for adverse effects on bank safety and soundness in the
event that a contested situation is prolonged. Thus, as
discussed below, the Board intends to review carefully
any request by BNY to extend the normal 90-day
period provided for an applicant to consummate an

3. For example, where the Board rejected an application because
the applicant’s offer did not treat all shareholders equally, a reviewing
court found that the Board’s decision was unauthorized under the Act.
Western Bancshares, Inc. v. Board of Governors of the Federal
Reserve System, 480 F.2d 749 (10th Cir. 1973).

4. See McLeod Bancshares, Inc., 73 FEDERAL RESERVE BULLETIN
724 (1987); Crescent Holding Company, 73 FEDERAL RESERVE BuL-
LETIN 457 (1987); Lloyds Bank PLC, 72 FEDERAL RESERVE BULLETIN
841 (1986); Simmer Development Company, 72 FEDERAL RESERVE
BULLETIN 494 (1986); Hudson Financial Associutes, 72 FEDERAL
RESERVE BULLETIN 150 (1986).

approved proposal. The Board would not expect to
grant more than one extension of this period and then
only if the Board is satisfied regarding bank safety and
soundness considerations and the likelihood of con-
summation of the proposal within the extended period.

Adequacy of Board Procedures

The Board has also considered whether the Board’s
current procedures for processing bank holding com-
pany applications are sufficient in a contested situation
such as presented here. The Board believes that these
procedures are fully adequate to provide all interested
parties the opportunity to review the proposal, to bring
to the Board’s attention any issue bearing on the
statutory criteria, and to present evidence and com-
ment on the issue. The Board’s rules establish detailed
procedures that govern the submission and content of
applications, require notice of the application to the
public in newspapers and in the Federal Register, and
provide interested persons with an opportunity to
comment on the proposal for at least 30 days.’ In
addition, in 1984, the Board issued a policy statement
setting out in detail the procedures that should be used
in protested applications. 12 C.F.R. § 262.25. There
are also detailed staff guidelines that govern every
aspect of the application process, including proce-
dures for the exchange of communications between
applicant and protestants and relevant time periods for
rebuttal.® Under these procedures, the applicant and
protesting party are provided an opportunity to com-
ment on each other’s submissions and to provide data
and information to support their positions. In this
case, for example, there have been numerous and
lengthy submissions by both BNY and IBC throughout
the application process regarding the issues raised by
the application as well as each other’s comments.
Moreover, in this case IBC has been provided, by
stipulation between IBC, BNY, and the Board, access
to major portions of the application normally not made
available to the public, which contain Applicant’s
financial projections, underlying assumptions and
other confidential business information. As a result,
IBC was able to comment meaningfully on key finan-
cial considerations in the application that in a number
of instances resulted in modifications of BNY’s previ-
ous submissions. This procedure available under the
Board’s current rules has provided the Board with the
benefit of extensive submissions by IBC regarding the

5. 12 C.F.R. §262.3. This comment period may be extended by the
Secretary of the Board, as it was in this application, for good cause.
12 C.F.R. § 265.2(a)(10).

6. Manual on Procedures for Processing Applications, AD 87-20
(F1S) (May, 1987).
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issues and BNY’s submissions and has produced, in
the Board’s view, a sufficient record for considering
this application under the criteria in the Act. The
Board believes these procedures have provided IBC
with a fully adequate opportunity to comment on this
proposal.

Competitive Considerations

BNY is the seventh largest commercial banking orga-
nization in New York, with one subsidiary bank that
controls domestic deposits of $11.9 billion, represent-
ing 5.0 percent of total domestic deposits in commer-
cial banks (hereinafter ‘‘deposits’’) in New York.” IBC
operates fourteen banking subsidiaries in New York
and is the ninth largest commercial banking organiza-
tion in the state, controlling domestic deposits of $9.9
billion, representing 4.1 percent of deposits in New
York. Upon consummation of the proposed acquisi-
tion, BNY would become the fifth largest commercial
banking organization in New York, controlling $21.8
billion in domestic deposits, representing approxi-
mately 9.1 percent of deposits in that state. Consum-
mation of this proposal would have no significant
adverse effect upon the concentration of commercial
banking resources in New York.

Insofar as the commercial banking product market is
concerned, BNY and IBC compete directly in two
relevant geographic banking markets: the Metropoli-
tan New York-New Jersey and Mid-Hudson banking
markets.? In the Metropolitan New York-New Jersey
banking market, BNY is the seventh largest of 159
commercial banking organizations, controlling $10.5
billion in deposits, which represents 4.4 percent of the
deposits in that market. IBC is the eleventh largest
commercial banking organization in this market, con-
trolling $6.1 billion in deposits, which represents 2.5
percent of deposits in the market. Upon consumma-
tion of this proposal, BNY would become the fifth
largest commercial banking organization, controlling
$16.6 billion in deposits, or 6.9 percent of the market’s
deposits. The Metropolitan New York-New Jersey
banking market is considered to be unconcentrated
and would remain so upon consummation of the
proposal. The Herfindahl-Hirschman Index (‘‘HHI'’)

7. State deposit data are as of September 30, 1987, and market
deposit data are as of June 30, 1986. BNY also operates a credit card
bank in Delaware.

8. The Metropolitan New York-New Jersey market is defined to
include New York City and Long Island, New York; Putnam,
Sullivan, Westchester, Rockland, and Orange Counties in New York;
Bergen, Essex, Hudson, Hunterdon, Middlesex, Monmouth, Morris,
Ocean, Passaic, Somerset, Sussex, Union, and Warren Counties in
New Jersey; and portions of Fairfield County in Connecticut.

The Mid-Hudson banking market consists of Dutchess and Ulster
Counties in New York.

for the market would increase by only 23 points to 710
upon consummation of the proposal. The four-firm
concentration ratio (of 46.3 percent) for the market
would remain unchanged.

In the Mid-Hudson banking market, BNY is the
tenth largest of fifteen commercial banking organiza-
tions, with $82 million in deposits, representing 5.0
percent of deposits in the market. IBC is the fourth
largest commercial banking organization in the mar-
ket, with $188 million in deposits, representing 11.5
percent of deposits in the market. Upon consumma-
tion of the proposal, BNY would become the largest
commercial bank organization in the market with a
16.5 percent market share. The Mid-Hudson banking
market will become moderately concentrated, with the
four largest commercial banking organizations control-
ling 51.8 percent of total deposits. Upon consumma-
tion of this proposal, the HHI would increase by 115
points to 1105 and the four-firm concentration ratio
would increase to 56.5 percent.’

On the basis of the above facts, including the
presence of numerous thrift institutions in each mar-
ket, the Board concludes that consummation of the
proposal is not likely to lessen substantially existing
competition for banking services in any relevant geo-
graphic market or otherwise result in anticompetive
effects of the type described in sections 3(¢)(1) or (2) of
the BHC Act.

IBC operates in ten banking markets in which BNY
does not operate.!” Nine of these markets are not
concentrated and all of the markets have numerous
probable future entrants. Based upon these and other
facts of record, the Board concludes that consumma-
tion of the proposal would not substantially lessen
probable future competition in any relevant banking
market.

Government Securities Clearance and
American Depository Receipts (ADR) Services

IBC and BNY each provide government securities
clearance and settlement and ADR services to third

9. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)), a market in which the
post-merger HHI is between 1000 and 1800 is considered moderately
concentrated. In such markets, the Department is likely to challenge
a merger that increases the HHI by more than 50 points. The
Department has informed the Board that a bank merger or acquisition
generally will not be challenged (in the absence of other factors
indicating anticompetitive effects) uniess the post-merger HHI is at
least 1800 and the merger increases the HHI by at least 200 points. The
Justice Department has stated that the higher than normal HHI
thresholds for screening bank mergers for anticompetitive effects
implicitly recognizes the competitive effect of limited purpose lenders
and other non-depository financial entities.

10. These markets are the Albany, Binghamton, Buffalo, Elmira-
Corning, Ithaca, Oneonta, Plattsburgh, Rochester, Syracuse and
Utica-Rome banking markets.
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parties.!! As part of its protest, IBC contends that the
Board must consider the competitive effects of the
proposal viewing government securities clearance and
ADR services each as separate product markets. IBC
asserts that these products constitute highly concen-
trated markets separately defined from the commercial
banking product market and that competition in each
market will be adversely affected by the merger of IBC
and BNY. BNY asserts that commercial banking is the
appropriate line of commerce; or, in the alternative, if
the activities are separate lines of commerce, that
consummation will not result in any substantial com-
petitive harm.

In delineating the relevant product market in which
to assess the probable competitive effects of a bank
acquisition or merger, the Supreme Court has deter-
mined that ‘‘commercial banking” is the appropriate
line of commerce on the basis that the ‘‘cluster of
products . . . and services’’ provided by commercial
banks is unique relative to other institutions.'? Under-
lying this analysis is the recognition that the relation-
ship among the products and services that constitute
commercial banking creates an ‘‘economic signifi-
cance well beyond the various products and services
involved.”*!* To measure the *‘cluster of products,”
the Court has used bank deposits as a proxy for the
market share of the bank. This approach has reason-
ably approximated economic reality in commercial
banking and has provided a practical and workable
basis for competitive assessments.

Government securities clearing and settlement ser-
vices are generally provided by depository institutions
and involve a combination of services that banks have

11. ADRs are receipts, similar to domestic stock certificates, issued
by a U.S. bank that represent a stated number of shares of a foreign
security. The foreign securities represented by the ADRs are held by
a foreign depository trust company, which serves as agent for the
issuing domestic bank. ADRs are dollar denominated and permit a
United States investor to own and trade foreign stocks without
directly trading on the foreign stock exchange. The bank issuing
ADRs effectively commits to the valid ownership rights in the shares,
monitors all foreign corporate activities and subscription rights asso-
ciated with the shares, and distributes dividends (less applicable taxes
and fees) to the ADR holders in dollars. ADRs do not, of course,
provide the only available means of foreign stock ownership. For
example, United States investors may purchase foreign shares di-
rectly and, in instances where a foreign issuer has appointed its own
United States transfer agent, purchase United States equity equiva-
lents known as ‘‘New York shares.”” Additionally, for some investors
a mutual fund specializing in international markets could provide a
substitute for direct stock ownership.

12. United States v. Philadelphia National Bank, 374 U.S. 321, 356
(1963)(**Philadelphia’’). In United States v. Phillipsburg National
Bank, 399 U.S. 350 (1970), the Court stressed that banks were the only
financial institution in which a wide variety of financial products and
services were gathered in one place and that this “clustering’ of
financial products and services facilitated convenient access to them
for all banking customers. 399 U.S. at 359.

13. United States v. Phillipsburg Nat'l Bank, 399 U.S. at 361.

traditionally provided, such as funds transmissions,
settlement services and custodial services. Clearing
services are also closely tied to lending activities
because clearing may involve credit extension by the
bank to the dealer. Similarly, ADR services have been
provided only by banks and are composed of tradi-
tional banking activities such as custodial and trust
services, depositary services, transfer agency services
and lending services. On the basis of these factors, the
Board believes that government securities clearing and
ADR services should be viewed as elements of the
cluster of services that traditionally has constituted the
commercial banking line of commerce, as articulated
by the Supreme Court in Philadelphia. As discussed
above, in this product market, consummation of the
proposal would have no substantial adverse effect on
competition in any relevant geographic area or other-
wise violate the competitive standards in section 3(c)
of the Act.

Even if government securities clearance and ADR
services were each viewed as constituting separate
lines of commerce that are distinct from the commer-
cial banking product market delineated in Philadel-
phia, the Board does not believe that consummation of
this proposal would substantiaily lessen competition in
either market.

In defining the government securities clearing mar-
ket, IBC includes only those depository institutions
that provide clearing and settlement services for the
more active government securities dealers and brokers
unaffiliated with a depository institution.'* Under this
approach, BNY has the second largest market share of
the five clearing banks in the business with a 28.3
percent market share. IBC is the fourth largest partic-
ipant with a 18.7 percent market share. Upon consum-
mation of the proposal, IBC projects that BNY would
be the largest participant in the market, with almost a
47.0 percent market share and that the four-firm con-
centration ratio would increase to 100 percent, with an
increase in the HHI of over 1000 points to over 3400.'°
If transactions cleared for affiliates are not excluded,
BNY’s market share would upon consummation be
about 43 percent and the HHI would increase by 900
points to just over 3100.

BNY disputes IBC’s market definition as being too
narrow. BNY would include all depository institutions

14. Market shares are estimated by analyzing the number of trans-
actions performed by these clearing banks, excluding transactions
originated by their own affiliates.

15. Under the revised Department of Justice Merger Guidelines, a
market in which the post-merger HHI is above 1800 is considered
highly concentrated, In such markets, the Department is likely to
challenge a merger that increases the HHI by more than 50 points, in
the absence of other factors indicating that the merger would not
substantially lessen competition.
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that clear government securities transfers, including
those that are technically unable to meet the clearing
requirements of dealers and brokers or that do not
choose to provide clearing services to third parties.
Under this market definition, IBC and BNY would
control 11.7 percent and 15.7 percent of the market,
respectively. Upon consummation, BNY would con-
trol 27 percent of the market; the four-firm concentra-
tion ratio would increase from 57.7 to 63.7 percent;
and the HHI would increase from 368 points to 1397.

The Board is inclined to the view that the product
market for clearing government securities should in-
clude only those depository institutions that clear for
third parties, although the Board notes that under the
Department of Justice Merger Guidelines, banks that
clear only for themselves or affiliates would be in-
cluded, since these organizations could offer such
services to third parties within one year.'® While this
view excludes from the market institutions clearing
only for themselves or their affiliates, the Board be-
lieves that the presence of these institutions, which
include at least five large money-center banks on the
fringe of the market, exerts a strong mitigating effect
on the potential for a significant reduction in competi-
tion in the market.!” This influence, along with the
other mitigating factors described below, would, in the
Board’s view, be likely to prevent substantial anticom-
petitive effects from arising as a result of consumma-
tion of the proposal.

Although the market for clearing government secu-
rities (as defined by IBC) is concentrated, there is
substantial competition in the market for customers on
the basis of price and quality of service,'® and the

16. If the five large New York City banks that clear for themselves
(Citibank, Morgan Guaranty, Bankers Trust, Chase Manhattan and
Chemical Bank) were included in the product market, BNY would
control, upon consummation, 27.3 percent of the market and the HHI
would increase by 598 points to 2118. The Board notes that these five
clearing banks are among the nation’s largest financial institutions and
have in place, or readily available, the personnel and technology to be
able to provide within a short period of time clearing services for third
parties.

17. While three of these institutions have terminated clearing
services for third parties within the last few years, there have been
significant improvements in clearing technology since and technology
is available through purchase of software packages.

18. The Board notes that significant concentration ratios can be
unreliable indicators of actual market behavior, and the prima facie
case that is established by such ratios under relevant judicial prece-
dent may be rebutted by a showing that these ratios do not accurately
reflect the true economic characteristics of the relevant market.
United States v. Marine Bancorporation, 418 U.S. 602, 631 (1973).
Accord: Brown Shoe v. United States, 370 U.S. 294, 322 n.38 (1961)
(statistics concerning market share are not conclusive, as ‘‘only a
further examination of the particular market—its structure, history,
and probable future—can provide the appropriate setting for judging
the probable anticompetitive effect of the merger™); United States v.
General Dynamics Corp., 415 U.S. 486, 497-98 (1973); United States
v. First National State Bancorporation, 499 F. Supp. 793, 804-805
(D.N.J. 1980) (concentration ratios are useful only as a starting point

market is likely to remain competitive after the pro-
posed acquisition. In this market, a relatively small
number of large, sophisticated customers account for a
significant portion of the clearing transactions.!® These
large customers promote competition among clearing
banks through their ability to move, or threaten to
move, their large volume of business to another
clearer. In addition, dealers often divide business
among clearing banks based on the type of security.
Because of these established business relationships
and technological interface, changing from one clear-
ing bank to another can be relatively easy. Customers
have been successful in promoting competition in this
manner because of sensitivity of clearing bank profits
to the volume of transactions. Indeed, the significant
economies of scale in the government securities clear-
ing business serve to explain the high concentration
ratios.

The Board also has considered two other factors
that should provide added pressure to ensure that the
market remains competitive after consummation of the
proposal. Government securities industry participants
have recently explored using industry associations to
develop a more efficient and cost-effective clearing
system, which should result in the reduction of trans-
action volume handled by the clearing banks. For
example, the Government Securities Clearing Corpo-
ration (“‘GSCC’’), which is organized by primary
dealers and major banks, is developing a computer
system to reduce the volume of transactions currently
processed by clearing banks through netting the trades
among participating brokers and dealers before the
trades are cleared by a clearing bank. The resulting
decline in demand for clearing bank services should
create excess capacity, which should in turn promote
competition among clearing banks.

Second, as noted, the potential for de novo entry
provides a strong force preventing anticompetitive
behavior in the market. There are numerous banking
organizations large enough to enter the clearing mar-
ket. For these organizations, entry cost and start-up
time do not present insurmountable barriers. The
highest estimate in the record, $25 million, is still
relatively small in relation to the resources of most
potential entrants. Furthermore, currently available
software packages permit de novo entrants to begin
operations more quickly than if they were required to
develop this software in-house. As noted above, there
are at least five large money-center banks that clear for

of analysis; one must thereafter study actual performance of market
participants to determine the competitiveness of the market).

19. Large customers include primary dealers, aspiring primary
dealers and the seven interdealer brokers, who are among the major
participants in the government securities market.
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themselves that could readily provide the same ser-
vices to third parties should competition in the market
falter significantly.?® If the degree of customer dissat-
isfaction over price or quality of service is sufficient,
potential entrants could be encouraged by commit-
ments by the customer to provide business to the
entrant. Finally, past history in this area demonstrates
that market participants are able and will take action to
reduce costs and improve services.

ADR Services

As with government securities clearing services, IBC
and BNY present significantly different market struc-
tures for ADRs. IBC defines the market as the number
of shares against which each bank has issued ADRs.
IBC estimates that the post-merger share would make
BNY the second largest participant with a market
share of 28 percent.?! The four-firm concentration
ratio would be 100 percent and the HHI would in-
crease 384 points to 4823.

BNY disputes IBC’s definition of the market as
being too narrowly limited to the number of foreign
shares against which banks issue ADRs. According to
BNY, other methods of foreign share ownership, such
as direct investments and mutual funds comprised of
foreign shares, should be included when defining the
applicable market. Under this approach, and assuming
that ADRs represented one-third of all foreign shares
owned by U.S. investors (an over-estimation accord-
ing to BNY), the relevant market would be 200 percent
larger than IBC projects with an HHI below 1000 and
a post-merger change of less than 40 points.

Even if IBC’s market definition is accepted, the
Board concludes that the number of potential entrants,
the ease of entry into the ADR market, the rapid
growth in the use of ADRs, as well as the availability
of close substitutes for ADRs would preclude consum-
mation of the proposal from substantially lessening
competition in the market.

The number of potential entrants into the ADR
market is large; major New York banks, other large
United States banks with experience in clearing and
transfer operations, large foreign banks with a pres-

20. Moreover, the Board notes that the true dimension of the
government securities clearing market, as proposed by IBC, ignores
the fact that a number of nonbanking companies engage in the clearing
business even though they ultimately must clear their net positions
through a depository institution. The figures supplied by IBC do not
include the full volume of clearing business effected by these firms.
This volume of business would tend to reduce the concentration
figures noted above.

21. On this basis, this market would be dominated by Morgan
Guaranty Trust Company of New York with a market share of
approximately 63 percent. IBC traditionally has been the second
largest firm in the market with a 17 percent market share.

ence in the United States and large brokerage houses
are potential entrants into this market. The activities
required to offer ADR services are relatively common
for the potential entrants.?? ADR marketing requires
custodial, depositary transfer agent and lending activ-
ities. Custodians to hold the foreign securities under-
lying the ADRs can be provided without large capital
costs through foreign offices or agency agreements
with foreign institutions.

To provide ADR services, an entrant must have
personnel and a computer system capable of tracking
ADR ownership, collecting and converting dividends,
exercising rights offerings, controlling pre-release
lending?® and monitoring the lending limits of bro-
kers. These services do not differ materially from the
requirements for establishing other securities trading
operations and therefore would not constitute a
significant barrier to entry into the ADR service
market.

A de novo entrant may experience a cost disadvan-
tage in securing sponsored ADRs?* because a foreign
company that wishes to convert to sponsored ADRs
must pay a cancellation fee to the holders of all
previously issued unsponsored ADRs. Banks with
large holdings of shares against which unsponsored
ADRs have been issued could have a cost advantage
over a new entrant because they do not have to pay
cancellation fees for the shares they are holding, thus
reducing the cost of switching to a sponsored ADR. A
new entrant without the benefit of such holdings would
be forced to absorb the cancellation fees on an out-
standing unsponsored ADR which the issuer of the
underlying security has determined to convert to a
sponsored ADR. This cost disadvantage is not present
when introducing sponsored ADRs that have not pre-
viously been traded on an unsponsored basis, how-
ever. By aggressively competing for this type of ADR,
a de novo entrant can overcome this cost disadvan-

22, For example, a number of banks and other firms issue custody
receipts for securities other than foreign securities, including instru-
ments representing interests in the “‘stripped”” U.S. government
securities known by acronyms: LIONS, TIGRS, and CATS. The
services provided to holders of these receipts are very similar to those
provided to holders of ADRs.

23. Pre-release lending occurs when depositaries provide short-
term loans that cover the ADR until the actual underlying foreign
security is delivered. This process is necessary because foreign
countries often do not require the delivery of purchased securities
within the same time frame required under United States law.

24. Unsponsored ADRs are issued by a bank without the partici-
pation of the company whose securities underlie the receipt. They
may be issued by a number of different banks for the same underlying
security issue. Sponsored ADRs are issued by only one bank under an
agreement with the foreign issuer. Although unsponsored ADRs
constitute approximately 75 percent of the market, sponsored ADRs
account for an increasing share of all ADRs traded in this country.
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tage. The rapid growth of the ADR market®® makes
it attractive for entry and entry is presently
occurring.2¢

Finally, the Board notes the availability of a number
of substitutes for ADR services for certain types of
customers, principally direct investment in foreign
shares, particularly by larger financially sophisticated
customers and mutual funds with portfolios of foreign
securities. As in the case of government clearing
services, the immediate customers of ADRs are bro-
kers and similar financially sophisticated customers,
who are able to demand competitive prices and ser-
vices by moving or threatening to move their business
to another competitor or potential competitor or uti-
lizing competitive alternatives, such as direct invest-
ment for certain types of investors.

For the above reasons, the Board concludes that the
proposed transaction would not have a significant
adverse effect on competition in government securities
clearing and ADR services even assuming these ser-
vices were considered to constitute distinct product
markets. In this regard, the Board has been advised by
the Antitrust Division of the U.S. Department of
Justice, which has investigated the competitive effect
of the proposal, that it has concluded that the proposal
would not have a significantly adverse effect on com-
petition.

Financial Factors

In evaluating these applications, the Board has care-
fully considered the financial resources of the compa-
nies and banks involved and the effect on those
resources of the proposed acquisition. The Board has
stated and continues to believe that capital adequacy is
an especially important factor in the analysis of bank
holding company expansion proposals, particularly in
transactions, such as this, where a major acquisition is
proposed.?’

In this regard, the Board has stated that it expects
banking organizations contemplating expansion pro-
posals to maintain strong capital levels substantially
above the minimum levels specified in the Board’s

25. For example, based on trading volume, as measured by the
volume of ADRs traded on NASDAQ, the market increased by 38
percent from 1985 through 1986.

26. For example, the Bankers Trust Company appears to be
expanding its involvement in the market. The Board also notes that
BNY itself entered the market only four years ago and has accumu-
lated an 11 percent market share.

27. Chemical New York Corporation, 73 FEDERAL RESERVE BuL-
LETIN 378 (1987); Citicorp, 72 FEDERAL RESERVE BULLETIN 497
(1986); National Ciry Corporation, 70 FEDERAL RESERVE BULLETIN
743 (1984); Banks of Mid-America, Inc., 70 FEDERAL RESERVE
BULLETIN 460 (1984); Manufacturers Hanover Corporation (CIT), 70
FEDERAL RESERVE BULLETIN 452 (1984).

Capital Adequacy Guidelines®® without significant re-
liance on intangibles, particularly goodwill. The Board
carefully analyzes the effect of expansion proposals on
the preservation or achievement of strong capital
levels and has adopted a policy that there should be no
significant diminution of financial strength below these
levels for the purpose of effecting major expansion
proposals.??

The proposed transaction represents a substantial
acquisition for BNY that would double its size in terms
of total assets and make it one of the nation’s largest
banking organizations. BNY proposes to acquire all of
the outstanding common shares of IBC stock through
a stock and cash offer based on a $60.00 per share
value of IBC stock.*® The cash portion of the purchase
amounts to $264 million and will be funded through the
liquidation of $220 million of investments and the
issuance of $44 million of short-term debt.

While financial projections submitted by the Appli-
cant indicate that the capital ratios of the resulting
organization would remain above the minimum levels
specified in the Board’s Capital Adequacy
Guidelines,®' the proposal will result in a lessening of
the capital strength of the two organizations on a
combined basis as a result of the proposed $264 million
payment of a portion of the purchase price in cash. To
address these effects, BNY has committed that, at
consummation of the acquisition of IBC, its consoli-
dated tangible common equity to assets ratio will equal
at least 3.5 percent and that it will achieve a 4.1
percent tangible common equity to assets ratio within
one year of consummation.3?

These commitments, however, are not fully suffi-
cient to satisfy the Board’s policy regarding the avoid-
ance of declines in existing capital levels and the
maintenance of strong capital levels in significant bank

28. Capital Adequacy Guidelines, 50 Federal Register 16,057
(April 24, 1985).

29, Thus, for example, the Board has generally approved proposals
involving a decline in capital only where the applicants have promptly
restored their capital to pre-acquisition levels following consumma-
tion of the proposals and have implemented programs of capital
improvement to raise capital significantly above minimum levels. See,
e.g., Citicorp, 72 FEDERAL RESERVE BULLETIN 726 (1986); Security
Pacific Corporation, 72 FEDERAL RESERVE BULLETIN 800 (1986). See
also Security Banks of Montana, 71 FEDERAL RESERVE BULLETIN 246
(1985).

30. Each share of IBC common stock will be exchanged for 1.575
shares of BNY's common stock and $15.00 net to the seller in cash.
The total consideration for the acquisition is $1.1 billion.

31. Inanalyzing the financial aspects of the proposal, the Board has
used financial statements as of December 31, 1987, for both parties,
adjusted for projected operations of the organizations through April
30, 1988, BNY's anticipated consummation date, as well as IBC’s
issuance on February 23, 1988, of approximately $100 million of
cumulative convertible preferred stock.

32. BNY's commitments are based on the deduction of all intangi-
bles from the calculation of this ratio, not only goodwill.
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expansion proposals. To achieve full compliance with
this policy, particularly given the size of the proposed
combination, the Board believes that, in order for
BNY to proceed with consummation of its proposal,
BNY should support at least 60 percent of the cash
outlay required by its proposed purchase through the
issuance of an equal amount of new equity capital in
the form of common stock or noncumulative, perpet-
ual preferred stock. Moreover, the Board believes
that, within six months of consummation of the pro-
posal, the remaining 40 percent of the cash outlay for
the purchase should be supported by common stock or
perpetual preferred stock. The Board conditions its
order on compliance with these capital requirements.
The new equity capital BNY must raise to comply with
these capital requirements will not be considered in
determining whether BNY has complied with its com-
mitment to the Board that at consummation BNY
would have a tangible common equity to assets ratio of
at least 3.5 percent.

On the basis of these requirements, the capital of the
combined organization would be restored to pre-acqui-
sition levels within a short period of time after con-
summation. The proposal, thus, would be consistent
with the Board’s capital policy that an expansionary
acquisition not interfere with an applicant’s ability to
maintain a strong capital position above the minimum
levels required under the Board’s guidelines, without
significant reliance on intangibles.

Further, on the basis of these capital requirements,
BNY’s capital position at consummation would not
only be in full compliance with the Board’s Capital
Adequacy Guidelines but would also be at or above
the current average levels of its peer group of the
nation’s largest banking organizations. The increased
capital will serve to offset the goodwill BNY would
incur to effect the acquisition and will provide addi-
tional capital to cushion the impact of any potentially
adverse financial effects raised in an acquisition of this
magnitude.>® These capital requirements fully address
IBC’s contention that BNY’s cash payment to IBC
shareholders and the costs of effecting the acquisition
will weaken the capital position of the combined
organization.

IBC has challenged BNY’s pro forma capital ratio
commitments on the basis of the purchase accounting
adjustments projected by BNY for certain IBC

33. For example, this would allow for any additional costs that
BNY might incur in rationalizing the computer systems of the two
organizations or offset any reduction in BNY's projected cost savings
arising from the acquisition.

assets.*® The primary dispute concerns the accounting
treatment of IBC’s loans to heavily indebted develop-
ing countries and IBC’s nonperforming loans.3®

BNY proposes to write down the value of $250
million of IBC’s debt to heavily indebted developing
countries to be sold within one year following consum-
mation to reflect the estimated secondary market value
of this debt but proposes to make no further account-
ing adjustments for the remaining portion of this
portfolio or IBC’s nonperforming loans. BNY relies on
its interpretation of generally accepted accounting
principles governing purchase transactions to support
its accounting treatment of IBC’s loans.

IBC counters with its interpretation of prevailing
accounting principles that would require all of its debt
to heavily indebted developing countries and nonper-
forming loans to be written down to current market
values. Under these accounting adjustments, addi-
tional goodwill would be created thus requiring BNY
to raise more capital in absolute terms to achieve its
capital ratio commitments.

The Board’s requirement for additional capital at
and shortly after consummation of the proposal as-
sumes the purchase accounting adjustments submitted
by BNY and in the amounts stated in its proposal. As
noted, this capital level, higher than that proposed by
BNY, was established in part on the basis of the
Board’s consideration of asset quality and the uncer-
tainties that are naturally raised in an acquisition of
this size. Thus, the Board’s requirement for a strong
tangible equity position takes into account the con-
cerns raised by IBC.

Based on the above considerations, including the
capital requirements established by the Board in this
Order and the commitments by BNY regarding its
tangible common equity to assets ratio at consumma-
tion and within 12 months of consummation, and
the facts of record, the Board concludes that the
financial resources of BNY and the banks and compa-
nies involved are consistent with approval of the
proposal.

In its application, BNY requested approval for the
acquisition of IBC’s shares under three different pur-
chase prices, which included variations on the cash
and stock portions of the purchase price. BNY also
has reserved the right to modify its offer and, as noted,
has done so during the pendency of this application.

34. Accounting adjustments directly impact on these commitments
by potentially increasing the amount of goodwill generated by the
acquisition and producing a complementary diminution in the capital
ratios if all other circumstances remained unchanged.

35. Recent loan loss reserve provisions for the debt to heavily
indebted developing countries taken by IBC in the fourth quarter have
significantly reduced the quantitative impact of this dispute.
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The Board’s approval in this Order, however, is
limited to the current offer made by BNY for IBC’s
shares as described in this Order. Accordingly, if BNY
further amends or alters the offer, it must consult with
the Board to determine whether the amendment is so
material, as it relates to the Board’s analysis and
conclusions under the statutory factors, that it would
require a new application or further proceedings be-
fore the Board.

Managerial Resources and Future Prospects

The Board has also considered the managerial re-
sources of the companies and banks involved, includ-
ing those of the combined organization upon consum-
mation, as well as their future prospects, as required
under section 3(c) of the Act. At the outset, the Board
notes that both organizations have management re-
sources which have established records of positive
earnings and operations.

IBC comments that several considerations in the
proposal will result in inadequate managerial re-
sources for the combined organization. In its view,
disparate technological systems and management phi-
losophies will make it extremely difficult to combine
successfully the two organizations. IBC predicts sig-
nificant employee defection, with an irreplaceable loss
of expertise in such key areas as its international
operations. Additionally, IBC criticizes BNY's past
management record and questions the propriety of the
BNY employee pension plan’s purchase of BNY
stock.

BNY disputes any negative managerial consider-
ations by focusing on its commitment to retain IBC's
management personnel after consummation of the
transaction. BNY has offered contracts to senior man-
agement and has committed to establish a committee
comprised of officers from each institution for the
purpose of determining staffing decisions for the com-
bined institutions solely on the basis of merit. Accord-
ing to BNY, its decision to foster the goodwill of IBC
management and personnel through these commit-
ments significantly reduces potential difficulties in-
volved in merging the two organizations. BNY also
defends its past management record and maintains that
the pension benefits of its employees were increased
by the purchase of BNY stock.

The Board believes that BNY’s personnel commit-
ments and the involvement of IBC management in
future staffing decisions mitigate potential concerns
raised by a consolidation of this magnitude and com-
plexity. Through these commitments, BNY enhances
the availability of experienced employees to assist in
both the technological and organizational integrations.
To the extent that IBC employees voluntarily depart,

BNY would have the resources to be able to attract
adequate replacement personnel. Further, BNY has
demonstrated its ability to manage a large banking
organization. The Board finds no evidence to support
a finding that BNY’s managerial resources are inade-
quate to undertake the proposal. The Board also finds
no evidence that pension fund purchases of BNY
stock reflect adversely on the integrity or the manage-
rial ability of BNY.

IBC also questions the future prospects of the
combined institutions on the following bases:

(1) BNY’s proposed asset divestitures are necessi-

tated by its commitment to meet capital ratios and

will adversely affect IBC’s core business operations

by significantly weakening its future financial re-

sources;

(2) disparate IBC technology will make BNY’s

systems integration difficult, costly and extremely

risky; and

(3) BNY’s cost savings projections are unrealistic

and ill-conceived.

BNY responds that:
(1) proposed asset divestitures are based on strate-
gic planning incorporating BNY’s greater emphasis
on profit;
(2) IBC’s and BNY’s technological systems are not
so dissimilar as to prevent an efficient integration;
and
(3) cost savings are based on reasonable projections
of employee attrition and more efficient use of
present resources.

IBC attributes a loss of core business primarily to
BNY’s proposed $1 billion reductions in its interest-
bearing foreign deposits and foreign short-term loans.
Additionally, BNY’s proposed reduction in trading
assets and federal funds transactions will, according to
IBC, impair its current status as a primary dealer
thereby making it more difficult to attract foreign
institutional customers. The Board finds, however,
that BNY’s strategic planning differs from IBC’s ap-
proach in allocating financial resources. In short, BNY
does not propose to run IBC’s international operations
under IBC’s business assumptions. Moreover, when
these reductions are considered in the context of the
combined organization’s resources for international
operations, there appears to be sufficient flexibility for
BNY to make adjustments that may be required if
IBC’s projections are accurate. BNY also has ade-
quate alternatives for achieving its capital commit-
ments without total reliance on these proposed dives-
titures.

IBC has alleged in detail the incompatibility of the
IBC and BNY technological systems, and although the
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extent of the difficulty and costs involved in integrating
these systems is in dispute, the Board recognizes that
this process is a significant undertaking that requires
careful consideration. BNY has committed to devote
its internal resources as well as those of outside
experts toward extensive analysis and planning before
the integration is initiated, and the record in this
application does not demonstrate that BNY is unable
to undertake this process. The Board recognizes that
there may be significant costs in integrating the two
systems. However, even if BNY’s projected cost
savings from the acquisition are totally eliminated, the
Board believes that BNY will have sufficient financial
resources to meet the challenge of integrating the
technological systems, particularly given the level of
capital required of BNY in order for it to consummate
the acquisition.

IBC states that other BNY costs savings resulting
from staff reductions through attrition and reduced
office space needs for the combined organizations are
unrealistic. The record in this application does not,
however, support a finding that BNY’s projections
on employee attrition are unrealistic.>® Additionally,
BNY’s decision not to sell immediately IBC’s building
at 1 Wall Street increases BNY’s flexibility to pro-
vide sufficient office space for the combined
workforce.

Regarding its future prospects, BNY submitted fi-
nancial projections showing certain cost savings from
reduction in salaries, benefits, advertising and market-
ing, and occupancy. In evaluating the future prospects
of the organization, the Board has excluded BNY's
projected cost savings (due to their inherently subjec-
tive nature and the fact they could be offset by
additional expenses in integrating the two organiza-
tions, particularly with respect to their data processing
systems) and has projected earnings on a more con-
servative basis than advocated by BNY based upon
the historical performance of the two organizations.
Even at this level, however, BNY would be able to
meet its 4.1 percent tangible common equity commit-
ment, particularly given the Board’s requirement for
new equity capital to offset the cash portion of the
purchase price.?’

On the basis of its review of the record, including
the organizations’ records of earnings and capital
improvement, the Board concludes that the manage-
rial resources and future prospects of the companies

36. In light of BNY's personnel commitments, IBC’s suggested
cost to account for involuntary termination benefits has diminished
relevance.

37. The Board has considered growth in assets above that pro-
jected by BNY. The Board notes, however, that BNY would be
required to limit asset growth to deal with any capital demand that is
not met by earnings retention or issuance of additional capital.

and banks involved are consistent with approval of the
application.*®

Convenience and Needs Considerations

IBC contends that the public convenience and needs
would not be served by BNY’s proposal for the
following reasons:
(1) an increase in concentration in the government
securities clearing market would increase opera-
tional risks to federal debt financing;
(2) problems associated with the integration of IBC
and BNY would decrease IBC’s present quality of
service to local communities;
(3) services to certain local counties would be lost
because branches would replace local subsidiary
banks; and
(4) non-negotiated takeovers threaten the public
interest.

The Board has carefully considered the potential in
this proposal for aggravating the risks posed by the
possible operational failure of a major participant in
the government securities clearing market. In this
regard, BNY has committed to run both BNY’s and
IBC’s clearing systems separately for a considerable
period of time while BNY conducts an extensive
review and analysis to determine how the systems may
be properly integrated. During this period the two
systems will be operated as they are now by generally
the same personnel. BNY further commits to fully
inform the Federal Reserve Bank of New York of
its plans and progress and not to effect any consolida-
tion without Federal Reserve Bank approval. Under
these circumstances, the Board concludes that the
acquisition of IBC’s government securities clearing
operation is not a negative consideration in this pro-
posal.

The record of this application does not support
IBC’s second and third concerns. As previously dis-
cussed, BNY’s personnel plans will minimize any
disruption caused by combining the two companies.
Similarly, BNY appears to have sufficient financial
flexibility to minimize the possibility of any abnormal
disruption in customer service when integrating the
technological systems. The record is equally unsup-
portive of IBC’s assertion that conversion of current
IBC subsidiary banks into branches of BNY would be
injurious to the public convenience and needs of
certain local New York counties. The Board has never
determined that, as a general matter, one form of

38. The Board requires as a condition of approval that BNY submit
to the Federal Reserve Bank of New York the names and qualifica-
tions of the persons it intends to nominate to the IBC board.
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corporate organization provides superior services to
the public over the other. In the context of this specific
application, the record fails to demonstrate that BNY
will be any less able than IBC to serve the public
convenience and needs through its branches instead of
through individually chartered banks.*® The Board
notes that there are in New York and in many areas of
United States, large numbers of banking organizations
that effectively serve different communities through
branch systems rather than through individual
banks.

As noted, the Board does not believe the non-
negotiated nature of the proposal in and of itself should
be given negative weight in the Board’s evaluation
under the financial and public convenience and needs
criteria Congress has set out in the Act. Moreover, the
Board does not believe that the non-negotiated nature
of the proposal would, under the facts and circum-
stances and given the conditions established in this
Order, result in adverse effects on the public conve-
nience and needs, or the financial or managerial re-
sources and future prospects of the organizations
involved, that would warrant denial under the Act’s
statutory critena.

Community Reinvestment Act

In considering the convenience and needs of the
community to be served, the Board has taken into
account the record of BNY under the Community
Reinvestment Act (““CRA’") (12 U.S.C. § 2901
et seq.). The CRA requires the federal bank supervi-
sory agencies to encourage financial institutions to
help meet the credit needs of the local communities in
which they operate, including low- and moderate-
income neighborhoods, consistent with the safe and
sound operation of the institutions. To accomplish this
end, the CRA requires the appropriate supervisory
authority to ‘‘assess the institution’s record of meeting
the credit needs of its entire community, including
low- and moderate-income neighborhoods, consistent
with the safe and sound operation of the institution.”
The Board is required to ‘‘take such record into
account in its evaluation’ of applications under sec-
tion 3 of the Act.

With regard to BNY’s CRA record, the Board
received comments from the New York chapter of the
Association of Community Organizations for Reform
Now (‘**ACORN"’) and the United Tenants of Albany
(““UTA’") (collectively ‘‘Protestants’’) opposing ap-

39. BNY has committed that it will not close any branch acquired
from IBC if, as a consequence, any neighborhood previously served
by a particular IBC branch is left without a branch of either BNY or
IBC.

proval of the application. On February 19, 1988,
ACORN advised the Board that it had reached a
community reinvestment agreement with BNY to
strengthen substantially BNY’s commitment to help
meet the housing credit needs of low- and moderate-
income neighborhoods in the City of New York.
ACORN further stated that it therefore recommends
approval of the proposal.

In accordance with the Board’s practice and proce-
dure the Board has reviewed the CRA record of
BNY’s subsidiary bank, the allegations made by pro-
testants, and BNY’s response.*® The Board notes that
while the CRA record of BNY’s subsidiary bank
(‘‘Bank’’) has been generally satisfactory, there are
certain areas where the Board believes Bank needs to
take steps to strengthen its CRA performance. In
particular, the Board believes Bank must reassess its
local community delineations in the New York City
area to ensure that they reflect Bank’s lending territory
and do not arbitrarily exclude major portions of New
York City, including low- and moderate-income
neighborhoods.*! In addition, upon consummation,
BNY should also take steps to reassess the community
delineations for Irving Trust Company to ensure that
they reflect that institution’s lending territory and do
not arbitrarily exclude low- and moderate-income
neighborhoods.

Regarding Bank’s efforts to ascertain and help meet
community credit needs, to participate in community
development and to institute appropriate procedures

40. Although UTA joined with ACORN’s protest of this applica-
tion, its primary concern was the potential negative impact on banking
services in low- and moderate-income neighborhoods in the Albany-
Troy SMSA that may be caused by BNY’s proposed sale of IBC’s
bank subsidiary located in this area. To the extent that these concerns
are based on a potential lack of effective competition, BNY has
committed to sell IBC’s subsidiary banks only to purchasers satisfying
current Department of Justice competitive guidelines. Other concerns
may best be addressed in the context of a specific proposal before the
appropriate federal or state regulatory authority required to approve
the purchase. Under the relevant statutory criteria that would be
applied, the reviewing authority would have to determine that the
acquisition would not be competitively harmful, that the acquiror has
the financial and managerial resources to manage the institution
effectively, and that the convenience and needs of the community
would continue to be served by the institution.

Other commentators have viewed BNY's proposed sale of IBC’s
upstate bank subsidiaries as potentially causing widespread unem-
ployment. There is, however, no evidence that the proposed sales will
cause significant unemployment because the purchasers will need
personnel to staff offices. Moreover, immediate, significant changes in
personnel at these banks would be inconsistent with BNY's an-
nounced intent to sell the upstate subsidiaries. Accordingly, BNY's
response to these concerns reflects an intent to continue current
personnel levels at the bank subsidiaries proposed for divestiture. As
noted by the New York State Banking Board, BNY has pledged to
attempt to achieve any necessary personnel reductions in the resulting
organization through attrition.

41. The Board notes that while Bank’s CRA delineations appear
too narrow under the standards in the Board’s regulations (12 C.F.R.
§ 228.3), the Board finds no evidence that Bank has discriminated in
its lending geographically.
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to monitor CRA performance, the Board has consid-
ered the action taken by the board of directors of Bank
on February 16, 1988, to adopt a formal CRA state-
ment for Bank. The statement pledges Bank's commit-
ment to the goals of CRA and institutes a four-point
plan to strengthen Bank’s service to its local commu-
nities, including low- and moderate-income neighbor-
hoods. In particular, the statement requires Bank to:

@ adopt an education and information program for
bank officers and employees regarding their responsi-
bilities under CRA and fair lending practices laws,
including information regarding Bank’s policies re-
garding loans to small and minority-owned businesses
and low- and moderate-income housing;

@ designate a lending officer for each of its principal
geographical areas who will be responsible for moni-
toring the availability of Bank’s lending programs for
small and minority-owned business and low- and mod-
erate-income housing in that area;

@ provide specialized training to designated CRA of-
ficers to assist Bank’s lending employees and officers
in connection with specialized government and com-
munity development programs directed to low- and
moderate-income communities;

® continue Bank’s broad-based advertising and mar-
keting programs to inform low- and moderate-income
groups and minority communities of Bank’s lending
programs and services, including making available in
branches in New York City and other appropriate
areas, marketing and informational materials printed
in Spanish as well as English;

@ inform itself of community credit needs through a
program of periodic meetings with public and private
community groups to discuss the credit needs of low-
and moderate-income groups and minorities and pro-
vide a mechanism by which these communications
regarding the community needs are made available to
Bank’s officers with responsibility in the CRA area;

® develop loan programs responsive to the credit
needs of low- and moderate-income neighborhoods,
by providing financing for low- and moderate-income
housing, small business and commercial real estate
projects in its communities consistent with safe and
sound banking practices;

@ attempt to be flexible in the application of its general
underwriting credit criteria within the bounds of pru-
dent lending practices and safe and sound banking
operations;

@ ¢emphasize home mortgage and home improvement
loans for development and rehabilitation of one-to
four-family structures, as well as housing development
loans for multi-family structures; and

@ implement a CRA compliance reporting and moni-
toring system, with at least quarterly reports by local
CRA officers to Bank’s CRA compliance officer as
well as review of the reports by a CRA committee of
Bank’s board of directors and the entire board of
directors.

The Board believes that Bank’s effective implemen-
tation of the measures spelled out in this statement will
strengthen Bank’s CRA performance in the areas
noted. In light of this statement, and the other facts of
record, including Bank’s overall satisfactory CRA
record, and subject to Bank’s reassessment of its local
communities as discussed above, the Board concludes
that convenience and needs considerations are con-
sistent with approval.

In order to monitor implementation of Bank’s state-
ment, particularly Bank’s emphasis on housing-related
lending, as well as Bank’s reassessment of its local
communities in New York City, the Board requires
that BNY submit periodically reports to the Federal
Reserve Bank of New York describing Bank’s prog-
ress in these areas beginning six months after consum-
mation of its acquisition and continuing thereafter until
the Federal Reserve Bank is satisfied that the state-
ment has been implemented and the reassessment of
its communities has been accomplished.

Provisions of New York Law and IBC’s
Shareholders’ Purchase Rights Plan

IBC argues that New York corporate takeover law and
IBC’s shareholders’ rights plan present potential bar-
riers to BNY’s contested acquisition of IBC.*? Under
New York law (‘‘Section 912”),*3 a shareholder ac-
quiring more than 20 percent of the stock in a target
corporation without the approval of its board of direc-
tors may not subsequently merge the two organiza-
tions for a minimum period of five years. Similarly,
IBC’s Shareholders’ Purchase Rights Plan permits
IBC stockholders to acquire $400 of BNY s stock after
the acquisition for $200, the current exercise price for
the rights, unless these rights are redeemed by IBC’s

42. In recognition of these issues, BNY has conditioned its tender
offer upon their satisfactory resolution. Other conditions to the tender
offer include a valid tendering of at least two-thirds of the total number
of outstanding IBC shares on a fully diluted basis, approval by BNY’s
shareholders, and other appropriate regulatory approvals without
material conditions unacceptable to BNY.

43, N.Y. Bus. Corp. Law § 912 (McKinney 1986).
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board of directors before a third party acquires 20
percent of IBC’s voting shares.**

At the outset, the Board notes that BNY proposes to
initiate a tender offer for all of IBC’s shares, and has
applied to the Board for approval under the Act to
acquire the shares tendered. If the tender is success-
ful, IBC’s board of directors could reconsider and
approve the acquisition of 20 percent or more of IBC’s
shares or its merger with BNY, thus satisfying Section
912. Similarly, in such a situation, the board of direc-
tors may decide to redeem the Shareholders’ Purchase
Rights Plan.

BNY has presented an alternative proposal to over-
come these obstacles, however, in the event IBC’s
board does not consent to the acquisition. With Board
approval under the BHC Act, BNY proposes to ini-
tiate a proxy contest at its next annual meeting for
control of IBC’s board of directors at IBC’s next
annual shareholders meeting (scheduled for April 21,
1988) and to acquire up to 19.9 percent of IBC’s voting
shares prior to that time to increase the likelihood of a
successful proxy solicitation. If this approach is suc-
cessful, the newly constituted board could, according
to BNY, approve BNY’s offer and redeem the share-
holders rights before the 20 percent thresholds in
Section 912 or the rights plan are triggered. BNY has
committed not to elect its nominees to IBC’s board,
however, unless the nominees constitute at least a
majority of the IBC directors.*’

44. Under this plan, holders of the rights are entitled to purchase
one share of new IBC common stock for $200. If IBC is subsequently
acquired in a merger or other business combination transaction, or 50
percent or more of its consolidated assets are sold, each holder of an
unexercised right is entitled to purchase that number of the acquiror’s
common shares that have a market value of two times the then-current
exercise price.

45. BNY also proposes alternative resolutions to these state law
questions, such as litigation to challenge the legality of these provi-
sions or a continuing refusal of IBC's directors to accept the offer. IBC
challenges these alternatives by asserting the constitutionality of New
York law and the legality of all actions by the IBC board of directors
under BNY’s view of applicable corporate case law precedent.

Regarding constitutional challenges to state laws, the Board has
previously stated that it will not hold a state statute unconstitutional
without *‘clear and unequivocal evidence of the inconsistency of the
state law with the federal Constitution.”” Chemical New York Corpo-
ration, 73 FEDERAL RESERVE BULLETIN 609, 610 (1987); Bank of New
England Corporation, 70 FEDERAL RESERVE BULLETIN 374, 376
(1984); NCNB Corp., 68 FEDERAL RESERVE BULLETIN 54, 56 (1982);
Whitney National Bank in Jefferson Parish v. Bank of New Orleans &
Trust Company, 379 U.S. 411, 419 (1965). The Board concludes that
Section 912 has not been demonstrated to be unconstitutional under
this standard. In any event, the Board finds it unnecessary to resolve
the remaining legal issues presented by BNY's alternative proposals.
BNY's proposed proxy contest to elect a majority of the IBC board
provides a reasonably certain resolution of the issues presented by
both of these potential barriers. If BNY is unable to effect its proposal
within three months, under the terms of this Order the Board will have
the opportunity at that time to reassess BNY’s ability to consummate
the transaction.

IBC challenges BNY’s approach under the Deposi-
tory Institution Management Interlocks Act (‘“‘In-
terlocks Act’’) (12 U.S.C. § 3201 er seq.) and the
Board’s decision in NBC Co.* The Interlocks Act
prohibits director interlocks between two nonaffiliated
institutions in the same metropolitan statistical area
and between large bank holding companies unless an
institution is a ‘‘subsidiary’’ for purposes of section
2(d) of the Bank Holding Company Act.*” In light of
BNY’s proposal to acquire at least 19.9 percent of
IBC’s shares and its commitment to elect at least a
majority of the IBC board of directors, the Board
concludes that the two organizations would become
“affiliates’’ for purposes of the Interlocks Act, and
thus the interlocking directors between IBC and BNY
would not be prohibited.

IBC also challenges BNY’s proposed acquisition
under the Board’s decision in NBC Co. In that case,
the Board denied a bank holding company’s applica-
tion to acquire between 20 to 25 percent of the voting
shares of a bank. In NBC Co., the Board stated that,
because a single shareholder held over 50 percent of
the voting shares of the bank and vigorously opposed
the acquisition, the proposal ‘‘would only perpetuate
or aggravate dissension in Bank’s management’’ with-
out the applicant having any opportunity to obtain
control of the bank.*® The Board also noted that the
proposed acquisition in NBC Co. could detract from
the overall financial condition of the applicant, which
planned to rely on the bank’s dividends to service the
applicant’s acquisition debt.

The Board has considered the effects of BNY’s
proposed minority ownership position on the manage-
ment of IBC. In this case, unlike in NBC Co., BNY
will become the largest single shareholder of IBC, and
its acquisition of a minority interest is a first step in
seeking control of IBC. The Board has recently ap-
proved the acquisition of a minority interest in a bank
holding company ‘‘where there is a possibility or
likelihood that the applicant will eventually gain con-
trol, despite claims by management of possible
dissension.””*® Moreover, the proposed 19.9 percent

46. 60 FEDERAL RESERVE BULLETIN 782 (1974).

47. Under the relevant alternative tests in the Act, a ‘‘subsidiary™
is: (i) “‘any company the election of a majority of whose directors is
controlled in any manner by such bank holding company’’; or (ii) “‘any
company with respect to the management or policies of which such
bank holding company has the power, directly or indirectly, to
exercise a controlling influence . . .”” 12 U.S.C. § 1841(d).

48. Id. at 784.

49. Crescent Holding Company, 73 FEDERAL RESERVE BULLETIN
457 (1987). See also Lloyds Bank PLC, 72 FEDERAL RESERVE BuL-
LETIN 841, 844 (1986). The position taken by IBC could preclude the
Board from approving any proposal to acquire less than an absolute
majority of the shares of a bank holding company if the management
of the bank holding company disapproves the acquisition. Crescent
Holding Company at 458; Lloyds Bank PLC at 844.
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investment will not impair the financial resources or
capital position of BNY, and BNY would not be
dependent upon dividends from IBC to meet any debt
servicing requirement. Consequently, even if BNY is
unsuccessful in its proxy solicitation, this case more
closely resembles the facts of several cases approved
by the Board, which involved acquisitions by bank
holding companies of minority positions in other insti-
tutions without the consent of the institutions’
management.’® The Board finds no evidence in the
record that BNY’s retention of a 19.9 percent interest
in IBC, if BNY’s efforts to acquire all of the shares of
IBC are unsuccessful, would adversely affect in a
significant manner IBC’s operations. In this regard,
the Board notes that BNY has committed that if it is
unsuccessful in electing at least a majority of IBC’s
board through the proposed proxy solicitation, BNY
would not elect any representative to the IBC board.
BNY has stated that if it decides to acquire this 19.9
percent interest, it will fund the acquisition with the
issuance of new primary capital, thus avoiding any
diminution of BNY’s capital position. The Board’s
approval for BNY to acquire these shares, as pro-
posed, is, however, conditioned upon BNY raising
common equity in an amount that is at least equal to
the cost of these shares. This common equity must be
raised within six months following the expiration of
the period provided in this Order for BNY to consum-
mate its proposal to acquire 100 percent of IBC, or
within six months of any extension of such period by
the Board.

Hearing Request

IBC has requested a formal hearing on the application.
Section 3(b) of the BHC Act does not require the
Board to hold a hearing concerning an application
unless the appropriate banking authority for the banks
to be acquired makes a timely written recommenda-
tion of denial of the application. In this case, no such
recommendation of denial has been received from the
Comptroller of the Currency or the New York Super-
intendent of Banks, and thus no hearing is required
under the terms of the BHC Act.”!

Further, IBC has been given the opportunity, and
has submitted, extensive written facts and arguments
to the Board regarding this application. These materi-

50. Hudson Financial Associates, 72 FEDERAL RESERVE BULLE-
TIN 151 (1986); See, e.g., City Holding Company, 71 FEDERAL
RESERVE BULLETIN 575 (1985).

51. 12U.S5.C. § 1842(b); Farmers & Merchants Bank of Las Cruces
v. Board of Governors, 567 F.2d 1082, 1085 (D.C. Cir. 1977); Grand-
view Bank & Trust Co. v. Board of Governors, 550 F. 2d 415, 421 (8th
Cir. 1977), cert. denied, 434 U.S. 821 (1977); and Northwest Bancor-
poration v. Board of Governors, 303 F.2d 832, 842-44 (8th Cir. 1962).

als, as well as responses from BNY have not provided
any basis to support the belief that the facts already
before the Board are incomplete or insufficient to
permit the Board to carry out its responsibility under
the BHC Act to evaluate the applications under the
statutory criteria or that further investigation would
produce additional relevant information. The Board is
not required to hold a formal hearing where a party
disputes the conclusions to be drawn from established
facts or where such proceedings would not serve to
develop new or useful facts. ,

IBC asserts several factual disputes, including
whether BNY has satisfied the Board’s capital ade-
quacy requirements with accurate pro forma financial
projections; whether proposed assets sales would ad-
versely affect IBC’s business; whether BNY’s cost
savings estimates are justified; whether the technolog-
ical systems can be integrated; whether the managerial
resources will be sufficient; whether government secu-
rities clearance and ADR operations are distinct prod-
uct markets; and whether the combined institution will
serve the needs of the community. These assertions
are not designed to dispute facts in the record or even
to elicit new facts. Rather than challenging existing
facts, these assertions draw into question inferences
and conclusions drawn from the factual presentations
in the application.’> The Board finds that IBC and
BNY have had ample opportunity to present evidence
and arguments in writing and to respond to one an-
other’s submissions and concludes that the parties’
extensive written submissions have been an adequate
means of clarifying the issues in this case, including
the factual questions raised by IBC. A formal hearing
is unnecessary to develop new or useful facts and,
accordingly, IBC’s request for a hearing is denied.

Other Matters

IBC has raised the question regarding the propriety of
certain communications between the New York Re-
serve Bank staff and BNY concerning BNY’s pro
forma tangible common equity. The record in this
case, however, demonstrates that these communica-
tions occurred early in the application process, well
before the time IBC protested the application. Accord-
ingly, the Board does not regard the communications
as ex parte or improper. The Board notes that the
existence and substance of these communications
were made known to IBC and IBC has commented
thereon.

52. For example, IBC's contentions regarding financial projections
and cost savings have been addressed by the Board through the
requirement for stronger capital initially.
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IBC has questioned the propriety of BNY’s supple-
mentation of its application to the Board with copies of
Securities and Exchange Commission filings and other
materials, instead of restating and refiling the applica-
tion with the Board. The Board’s procedures and
practice do not require an applicant to file a new
restated application to reflect changes occurring dur-
ing the application process, but permit the applicant to
amend the initial application by letter or other written
submissions to reflect the changes. In this case, that
practice was followed. BNY’s proposal is fully de-
tailed in the initial application (FR Form Y-2) and
subsequent amendments filed to reflect changes occur-
ring during the pendency of the application, and BNY
has responded fully to all requests by the Board for
information regarding the proposal. The Board finds
no inadequacies in BNY’s amendatory submissions
that would impair the Board’s ability to evaluate the
financial or other relevant aspects of the proposal
under the criteria specified in the Act. Accordingly,
the Board does not believe that it is necessary or
appropriate to require BNY to restate or refile its
original application.

Extension of the 90-day Period for
Consummation

As discussed at the outset, the Board is concerned that
the extension of the post-approval consummation pe-
riod over a prolonged period in a contested situation
could result in adverse effects on the financial and
managerial resources of the organizations in a variety
of different areas. For example, when ownership of an
institution is in doubt over a prolonged period of time,
the personnel and financial resources of both the
offeror and the target are subject to strain.

Accordingly, the Board has determined not to fol-
low its normal procedure of permitting the appropriate
Reserve Bank to extend the 90-day consummation
period upon a showing by the applicant of no material
change in the facts and circumstances underlying the
Board’s approval decision. The Board will carefully
evaluate any request by BNY to extend the period for
consummation of the application in light of bank safety
and soundness concerns. The Board would not expect
to extend the 90-day period more than once and then
only if the Board is satisfied regarding bank safety and
soundness considerations and that consummation of
the proposal is likely within the extended period.

Nonbanking Acquisitions
BNY also has applied, pursuant to section 4(c)(8), to

acquire certain nonbanking subsidiaries of IBC. BNY
operates loan production and loan servicing, mortgage

banking, equipment lease financing, credit life, acci-
dent and health insurance, corporate trust and cus-
tody, personal trust and retail discount brokerage
subsidiaries that directly compete with IBC and its
subsidiaries in these activities. Consummation of the
proposal, however, would have a de minimis effect on
existing competition in each of these markets and
there are numerous competitors for these services.
Accordingly, the Board concludes that the proposal
would not have any significant adverse effect on
existing or probable future competition in any relevant
market. Furthermore, there is no evidence in the
record to indicate that approval of this proposal would
result in undue concentration of resources, decreased
or unfair competition, conflicts of interests, unsound
banking practices, or other adverse effects on the
public interest. Accordingly, the Board has deter-
mined that the balance of public interest factors it must
consider under section 4(c)(8) of the Act is favorable
and consistent with approval of the applications to
acquire the nonbanking subsidiaries of IBC.

The Board has also considered the notice of BNY’s
proposed investment in Irving International Trade
Inc., under section 4(c)(14) of the BHC Act and the
acquisition of Irving International Financing Corpora-
tion under the Edge Act. Based on all the facts of
record, the Board has determined that disapproval of
the proposed investment is not warranted.

Conclusion

Based on the foregoing and other facts of record, the
Board has determined that the applications under
sections 3 and 4 of the BHC Act and under the Edge
Act should be and hereby are approved. This approval
is also subject to the condition that BNY obtain all
required state approvals and comply with all condi-
tions and commitments stated in this Order. The
acquisition of IBC shall not be consummated before
the thirtieth calendar day following the effective date
of this Order, or later than three months after the
effective date of this Order, unless such period is
extended by the Board.

The determinations as to BNY’s nonbanking activ-
ities are subject to all of the conditions contained in
Regulation Y, including those in section 225.4(d) and
225.23(b)(3) (12 C.F.R. §§ 225.4(d) & 225.23(b)(3)),
and to the Board’s authority to require such modifica-
tion or termination of the activities of a holding com-
pany or any of its subsidiaries as the Board finds
necessary to assure compliance with the provisions
and purposes of the Act and the Board’s regulations
and orders issued thereunder, or to prevent evasion
thereof.
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By order of the Board of Governors, effective
February 25, 1988.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, and Heller. Absent and not voting:
Governor Kelley.

WiLLIAM W. WILES
Secretary of the Board

APPENDIX
Nonbanking Subsidiaries To Be Acquired

Irving Business Center, Inc., and thereby engage in
the business of marketing the lending and leasing
products and services of Irving Trust Company; Irving
Financial Centers, Inc., and thereby engage in con-
sumer lending and commercial lending to local busi-
ness; Irving Life Insurance Company, and thereby
engage in providing credit-related life, mortgage and
health insurance sold in connection with extensions of
credit to customers of IBC’s bank and nonbank sub-
sidiaries; Irving Securities, Inc., and thereby engage in
securities trading activities, including acting as a pri-
mary dealer in United States government securities;

Irving Services Corporation, and thereby engage in
servicing loans primarily related to credit card pur-
chases and providing data processing services to oth-
ers; Irving Trust Company California, and thereby
engage in providing fiduciary, custody and investment
management services; Irving Trust Company Florida,
and thereby engage in providing fiduciary, custody and
investment management services; One Wall Street
Brokerage, Inc., and thereby engage in securities
brokerage activities; Briggs, Schaedle Futures Inc.,
and thereby engage in futures commission merchant
for nonaffiliated persons in the execution and clear-
ance of futures contracts and options on futures con-
tracts; Liberty Brokerage, Inc., and thereby engage as
interdealer broker of United States government secu-
rities; and Irving Leasing Corporation and its twelve
subsidiaries (Airlease Incorporated, Airlease Foreign
Sales Corporation, IRE-AC Inc., IRE-AC, Parent,
Inc., IRE-AC, Subsidiary, Inc., IRE-BC, Inc., IRE-1,
Inc., IRE-3, Inc., IRE-4, Inc., Irving Leasing Foreign
Sales Corporation, ITC Leasing Corporation and SDM
Development Enterprises, Inc.), and thereby engage
in leasing personal or real property or acting as agent,
broker or advisor in leasing such property. The Board
has determined that these activities are closely related
to banking and permissible for bank holding compa-
nies. 12 C.F.R. §§ 225.25 (b)(1), (3), (5), (7), (8), (15),
(16), and (18).

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By Federal Reserve Banks

Recent applications have been approved by the Federal Reserve Banks as listed below. Copies are available upon

request to the Reserve Banks.

Section 3

Effective

Applicant

Bank(s)

Reserve
Bank

date

Anmer Corporation,
Neligh, Nebraska
Banc One Corporation,
Columbus, Ohio
Capital Directions, Inc.,
Mason, Michigan
CB&T Bancshares, Inc.,
Columbus, Georgia

Central of Kansas, Inc.,
Junction City, Kansas

First United Bank,
Neligh, Nebraska
Universal Corporation,
Ypsilanti, Michigan
Mason State Bank,
Mason, Michigan
Northwest Florida Banking
Corporation,
Quincy, Florida
The Peoples National Bank of
Clay Center,
Clay Center, Kansas

Kansas City
Cleveland
Chicago

Atlanta

Kansas City

February 12, 1988
February 16, 1988
February 22, 1988

January 11, 1988

February 4, 1988
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date
Century Financial Corporation, Century National Bank and Trust Cleveland February 23, 1988

Rochester, Pennsylvania

Citizens Holdings,
Newport Beach, California
CNB Financial Corporation,
Kansas City, Kansas

Community Bancorp, Inc.,
Manchester, Missouri

C.P. Burnett & Sons, Inc.,
Eldorado, Illinois

Dominion Bankshares Corporation,
Roanoke, Virginia

Dominion Bankshares Corporation,
Roanoke, Virginia

Farmers State Holding Company,
Marion, South Dakota

Fidelity BancShares (N.C.), Inc.,
Fuquay-Varina, North Carolina

First Bancorp of Louisiana, Inc.,
Employee Stock Ownership Plan,
West Monroe, Louisiana

First Commerce Corporation,
New Orleans, Louisiana

First Farmers Financial
Corporation,
Converse, Indiana

First National Agency of
Baudette, Inc.,
Baudette, Minnesota

First National Financial
Corporation,
Mt. Pulaski, lllinois
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Company,
Rochester, Pennsylvania
El Camino Bancorp,
Anaheim, California
First National Bank of Overland
Park,
Overland Park, Kansas
Three Cities Bancorp, Inc.,
Manchester, Missouri
Second Illinois Bancorp, Inc.,
Manchester, Missouri
Third Illinois Bancorp, Inc.,
Manchester, Missouri
First Bank of Red Bud, N.A.,
Red Bud, Illinois

Citizens State Bank of Pleasant Hill,

Pleasant Hill, Illinois

Roodhouse National Bank,
Roodhouse, Illinois

The Winchester National Bank,
Winchester, Illinois

C.P. Burnett & Sons, Bankers,
Eldorado, Illinois

Citizens Union Corporation,
Rogersville, Tennessee

Merchants & Planters Corporation,

Newport, Tennessee
Farmers State Bank,
Marion, South Dakota
The Fidelity Bank,
Fuquay-Varina, North Carolina
First Bancorp of Louisiana, Inc.,
West Monroe, Louisiana

First Commercial Bancshares, Inc.,

Chalmette, Louisiana
First Farmers National Bank,
Converse, Indiana

Blackduck State Bank,
Blackduck, Minnesota

The First National Bank of
Mt. Pulaski,
Mt. Pulaski, Hllinois

San Francisco

Kansas City

St. Louis

St. Louis
Richmond
Richmond
Minneapolis
Richmond

Dallas

Atlanta

Chicago

Minneapolis

Chicago

February 11, 1988

February 16, 1988

January 28, 1988

January 29, 1988
February 22, 1988
February 18, 1988
February 9, 1988
February 11, 1988

February 2, 1988

February 9, 1988

February 19, 1988

February 2, 1988

January 29, 1988
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date
First National Massillon The First National Bank in Cleveland February 8, 1988
Corporation, Massillon,
Massillon, Ohio Massillon, Ohio
First United Corporation, The First National Bank of Richmond February 11, 1988
Oakland, Maryland Piedmont,
Piedmont, West Virginia
First West Virginia Bancorp, Inc., Farmers and Merchants National Cleveland January 29, 1988
Wheeling, West Virginia Bank in Bellaire,
Bellaire, Ohio
First Woburn Bancorp, Inc., Woburn Five Cents Savings Bank, Boston February 1, 1988

Woburn, Massachusetts

FSB Bancorp,
Show Low, Arizona

Harrison Bankshares, Inc.,
Lost Creek, West Virginia

Independent Community Bancorp,
Inc.,
Frankfort, Kentucky

Jasand, Inc.,
Cedar Rapids, lowa

Lake City Bancorporation,
Lake City, Iowa

Liberty National Bancorp, Inc.,
Louisville, Kentucky

Lincoln Financial Corporation,
Fort Wayne, Indiana

Logan Bancshares, Inc.,
Logan, Kansas

Market Place Bancshares, Inc.,
Champaign, Illinois

NCB Corp.,
Culver, Indiana

Ormside Proprietary Limited,
Melbourne, Australia

Overseas Finance Holdings
Proprietary Limited,
Melbourne, Australia

Aylworth Proprietary Limited,
Melbourne, Australia

Costa Mesa Limited,
London, England

Costa Mesa Holding N.V.,
Curacao, Netherlands Antilles

Citizens Financial Holdings, B.V.,
Amsterdam, Netherlands

Orrstown Financial Services, Inc.,
Orrstown, Pennsylvania
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Woburn, Massachusetts
Frontier State Bank,

Show Low, Arizona
The Harrison County Bank,

Lost Creek, West Virginia
Kentucky Independent Bank, Inc.,

Frankfort, Kentucky

City National Bank of Cedar Rapids,
Cedar Rapids, Iowa

Lake City State Bank,
Lake City, Iowa

The Bank of Elizabethtown, Inc.,
Elizabethtown, Kentucky

WABANC, Inc.,
Wabash, Indiana

The First National Bank of Logan,
Logan, Kansas

Market Place National Bank,
Champaign, Illinois

NorCen Bank,
Culver, Indiana

El Camino Bank,
Anaheim, California

Orrstown Bank,
Orrstown, Pennsylvania

San Francisco February 5, 1988

Richmond February 17, 1988
St. Louis February 17, 1988
Chicago February 4, 1988
Chicago February 5, 1988
St. Louis February 23, 1988
Chicago February 25, 1988

Kansas City  February 19, 1988

Chicago February 19, 1988
Chicago February 22, 1988

San Francisco February 11, 1988

Philadelphia  February S, 1988
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Section 3—Continued

Applicant

Bank(s)

Reserve
Bank

Effective
date

PBT Bancshares, Inc.,
McPherson, Kansas

Peoples Bank and Trust Company,
McPherson, Kansas

Kansas City

January 29, 1988

Premier Bancorporation, Inc., Michigan Bank-Midwest, Chicago February 3, 1988
Jackson, Michigan Jackson, Michigan
Michigan Bank - Mid South,
Litchfield, Michigan
Sea Island Bankshares, Inc., Sea Island Bank, Atlanta February 17, 1988
Statesboro, Georgia Statesboro, Georgia
Southold Bancorp, Inc., Southold Savings Bank, New York February 22, 1988
Southold, New York Southold, New York
T & C Bancorp, Inc., LaBelle Bancshares, Inc., St. Louis February 19, 1988
Lewistown, Missouri LaBelle, Missouri
Great River Bancshares, Inc.,
La Grange, Missouri
Unibancorp, Inc., The Farmers State Bank of Lostant, Chicago February 10, 1988
Chicago, Illinois Lostant, Illinois
Section 4
Applicant Nonbankin.g' Reserve Effective
pp Company/Activity Bank date
Bank of Boston Corporation, First Trust Company of Florida, Boston January 29, 1988

Boston, Massachusetts

Business Bancorp,
San Jose, California
CoreStates Financial Corp.,
Philadelphia, Pennsylvania

National Association,
Sarasota, Florida
provide data processing services
throughout the state of California
First Interstate Commercial
Corporation,
Pasadena, California

San Francisco

Philadelphia

February 19, 1988

February 8, 1988

Lane Financial, Inc., Lane Data Services, Inc., Chicago February 5, 1988
Northbrook, Illinois Northbrook, Illinois

MCorp, Security Courier Corporation, Dallas February 9, 1988
Dallas, Texas Carrollton, Texas

MCorp Financial, Inc., acquire certain additional assets
Wilmington, Delaware and certain liabilities of related

companies
Paducah Bank Shares, Inc., assets of Commonwealth Financial  St. Louis January 29, 1988

Paducah, Kentucky

Services Corporation,
Bowling Green, Kentucky
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Sections 3 and 4

Applicant Bank(s)/Nonbanking Reserve Effective
Company Bank date
AmSouth Bancorporation, Gulf First Holding Corporation, Atlanta February 18, 1988
Birmingham, Alabama Panama City, Florida
ATM Network, Inc.,
Panama City, Florida
Carlson Bankshares, Inc., First State Bank of New London, Minneapolis  February 25, 1988

Comfrey, Minnesota

New London, Minnesota

New London Agency, Inc.,
New London, Minnesota

Sioux National Company,
Lincoln, Nebraska

Security State Bank,
Holbrook, Nebraska

Kansas City  February 19, 1988

engage in the sale of general
insurance in a town with a
population of less than 5,000

ORDERS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

. Reserve Effective
Applicant Bank(s) Bank date
Farmer & Merchants Bank and Bank of Cresbard, Minneapolis  February 3, 1988
Trust Company, Cresbard, South Dakota
Aberdeen, South Dakota
Farmers State Bank of Alpha, Bank of Viola, Chicago February 18, 1988

Alpha, Illinois Viola, Illinois

PENDING CASES INVOLVING THE BOARD OF GOVERNORS

This list of pending cases does not include suits against the Federal Reserve Banks in which the Board of

Governors is not named a party.

National Association of Casualty and Surety Agents,
et al., v. Board of Governors, Nos. 87-1644,
87-1801, 88-1001 (D.C. Cir., filed Nov. 4, Dec. 21,
1987, Jan. 4, 1988).

Securities Industry Association v. Board of Gover-
nors, No. 87-4161 (2d Cir., filed Dec. 15, 1987).
Independent Insurance Agents of America, Inc. v.
Board of Governors, No. 87-1686 (D.C. Cir., filed

Nov. 19, 1987).

Teichgraeber v. Board of Governors, No. 87-2505-0
(D. Kan., filed Oct. 16, 1987).

Securities Industry Association v. Board of Gover-
nors, No. 87-4135 (2d Cir., filed Oct. 8, 1987).

Independent Insurance Agents of America, Inc. v.
Board of Governors, No. 87-4118 (2d Cir., filed
Sept. 17, 1987).

Citicorp v. Board of Governors, No. 87-1475 (D.C.
Cir., filed Sept. 9, 1987).

Securities Industry Association v. Board of Gov-
ernors, No. 87-4115 (2d Cir., filed Sept. 9,
1987).

Barrett v. Volcker, No. 87-2280 (D.D.C., filed Aug.
17, 1987).

Northeast Bancorp v. Board of Governors, No.
87-1365 (D.C. Cir., filed July 31, 1987).
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National Association of Casualty & Insurance Agents
v. Board of Governors, Nos. 87-1354, 87-1355 (D.C.
Cir., filed July 29, 1987).

The Chase Manhattan Corporation v. Board of Gov-
ernors, No. 87-1333 (D.C. Cir., filed July 20, 1987).

Securities Industry Association v. Board of Gover-
nors, Nos. 87-4091, 87-4093, 87-4095 (2d Cir., filed
July 1 and July 15, 1987).

Lewis v. Board of Governors, Nos. 87-3455, 87-3545
(11th Cir., filed June 25, Aug. 3, 1987).

Securities Industry Association v. Board of Gover-
nors, et al. No. 87-4041 and consolidated cases (2d
Cir., filed May 1, 1987).

Securities Industry Association v. Board of Gover-
nors, et al., No. 87-1169 (D.C. Cir., filed April 17,
1987).

Independent Insurance Agents of America, et al. v.
Board of Governors, Nos. 86-1572, 1573, 1576
(D.C. Cir., filed Oct. 24, 1986).

Independent Community Bankers Association of
South Dakota v. Board of Governors, No. 86-5373
(8th Cir., filed Oct. 3, 1986).

Jenkins v. Board of Governors, No. 86-1419 (D.C.
Cir., filed July 18, 1986).

CBC, Inc. v. Board of Governors, No. 86—1001 (10th
Cir., filed Jan. 2, 1986).

Urwyler, et al. v. Internal Revenue Service, et al.,
No. 85-2877 (9th Cir., filed July 18, 1985).

Wight, et al. v. Internal Revenue Service, et al., No.
85-2826 (9th Cir., filed July 12, 1985).

Brown v. United States Congress, et al., No. 84—
2887-6(1G) (S.D. Cal., filed Dec. 7, 1984).

Melcher v. Federal Open Market Commiittee,
No. 86-5692 (D.C. Cir., filed April 30, 1984).
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Money Stock and Bank Credit A3

1.10 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Monetary and credit aggregates
(annual rates of change, seasonally adjusted in percent)!
ftem 1987° 1987 1988
Q1 Q2 Q3 Q4 Sept. Oct. Nov. Dec. Jan.
Reserves of depository institutions®
T Total. .o s 16.4 8.0 -1.6 1.4 -1.0 13.9 -10.4 -11.4 8.4
2 Required .. ... 16.5 8.4 -~.5 3 4.0 7.1 -6.4 -13.8 13.0
3 Nonborrowed . 18.5 5.4 —.4 1.2 -7.2 14.1 -4.0 ~14.7 12.2
4 Monetary base’ 1.1 6.9 5.1 7.7 6.0 11.0 6.9 3.1 16.7
Concepts of money, liquid assets, and debt*
5 MI.. 13.2 6.6 8 3.9 1.6 14.0 -5.6 -3.0 12.9
6 M2. 6.5 2.6 2.8 4.0 4.7 6.0 1.0 1.8 9.8
7 M3. 6.5 4.7 4.5 55 5.0 75 4.9 1.5 8.5
8L..... 6.1 4.1 4.2 6.1 7.0 8.4 3.9 1.9 n.a.
G Debt oot e 10.5 8.7 8.1 9.7 9.0 10.1 1.3 8.1 n.d.
Nonqunsarrinn components
10 In M2 Lo e 4.2 1.2 3.5 4.0 5.8 32 3.3 35 8.7
TE AR M3 00lyS. et 6.7 13.2 1.1 11.5 6.0 13.4 20.0 3 39
Time and savings deposits
Commerci7al banks
12 Savings'................ 35.2 22.4 10.1 7 2.7 -1.3 .0 54
13 Small-denomination time® .. . ~5.6 -2.7 7.4 14.8 5.2 19.2 23.7 9.4 10.6
14  Large-denomination time®'¥ ... ... ............ ... ... 8.7 17.1 6.8 10.5 38 | 18.1 4.5 -12.6
Thrift inst;tutions
15 Savings ... i e 25.4 19.2 7.0 -38 2.5 7.0 -9.1 -4.1 =31
16  Small-denomination time . . —4.2 1.2 9.3 16.0 11.3 12.6 259 19.4 19.1
17 Large-denomination time -12.6 5.1 9.9 222 15.2 6.1 25.6 23.5 11.2
Debt componen!x‘
18 Federal........o.vuieiiiniin i 12.2 8.8 59 7.5 6.5 39 12.6 8.0 n.a.
19 Nonfederal. e . 10.0 8.7 8.8 10.4 9.8 12.0 10.9 8.1 n.a.
20 Total loans and securities at commercial banks!'.............. 10.4 8.2 6.2 5.8 8.6 7.0 2.6 -1.0 59

I. Unless otherwise noted, rates of change are calculated from average
amounts outstanding in preceding month or quarter.

2. Figures incorporate adjustments for discontinuities associated with the
implementation of the Monetary Control Act and other regulatory changes to
reserve requirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for discon-
tinuities in the monetary base, required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

3. The monetary base not adjusted for discontinuities consists of total
reserves plus required clearing balances and adjustments to compensate for float
at Federal Reserve Banks plus the currency component of the money stock less
the amount of vault cash holdings of thrift institutions that is included in the
currency component of the money stock plus, for institutions not having required
reserve balances, the excess of current vault cash over the amount applied to
satisfy current reserve requirements. After the introduction of contemporancous
reserve requirements (CRR), currency and vault cash figures are measured over
the weekly computation period ending Monday.

Before CRR, all components of the monetary base other than excess reserves
are seasonally adjusted as a whole, rather than by component, and excess
reserves are added on a not seasonally adjusted basis. After CRR, the seasonally
adjusted series consists of seasonally adjusted total reserves, which include
excess reserves on a not seasonally adjusted basis, plus the seasonally adjusted
currency component of the money stock plus the remaining items seasonally
adjusted as a whole.

4. Composition of the money stock measures and debt is as follows:

MI: (1) currency outside the Treasury, Federal Reserve Banks, and the vaults
of depository institutions; (2) travelers checks of nonbank issuers; (3) demand
deposits at all commercial banks other than those due to depository institutions.,
the U.S. government, and foreign banks and official institutions less cash items in
the process of collection and Federal Reserve float; and (4) other checkable
deposits (OCD) consisting of negotiable order of withdrawal (NOW) and auto-
matic transfer service {ATS) accounts at depository institutions, credit union
share draft accounts, and demand deposits at thrift institutions.

M2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, Money Market Deposit Accounts
(MMDAs), savings and small-denomination time deposits (time deposits—includ-
ing retail RPs—in amounts of less than $100,000), and balances in both taxable and
tax-exempt general purpose and broker-dealer money market mutual funds.Ex-
cludes individual retirement accounts (IRA) and Keogh balances at depository

institutions and money market funds. Also excludes all balances held by U.S.
commercial banks, money market funds (general purpose and broker-dealer),
foreign governments and commercial banks, and the U.S. government.

M3: M2 plus large-denomination time deposits and term RP liabilities (in
amounts of glO().()OO or more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S. government,
money market funds, and foreign banks and official institutions. Also subtracted
is the estimated amount of overnight RPs and Eurodollars held by institution-only
money market mutual funds.

L: M3 plus the nonbank public holdings of U.S. savings bonds, short-term
Treasury securities, commercial paper and bankers acceptances, net of money
market mutual fund holdings of these assets.

Debt: Debt of domestic nonfinancial sectors consists of outstanding credit
market debt of the U.S. government, state and local governments, and private
nonfinancial sectors. Private debt consists of corporate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments. The source of data on domestic
nonfinancial debt is the Federal Reserve Board's flow of funds accounts. Debt
data are based on monthly averages. Growth rates for debt reflect adjustments for
discontinuities over time in the levels of debt presented in other tables.

5. Sum of overnight RPs and Eurodollars, money market fund balances
(general purpose and broker-dealer), MMDAs, and savings and small time
deposits less the estimated amount of demand deposits and vault cash held by
thrift institutions to service their time and savings deposit tiabilities.

6. Sum of large time deposits, term RPs, and Eurodollars of U.S. residents,
money market fund balances (institution-only), fess a consolidation adjustment
that represents the estimated amount of overnight RPs and Eurodollars held by
institution-only money market mutual funds.

7. Excludes MMDAs.

8. Small-denomination time deposits—including retail RPs—are those issued
in amounts of less than $100,000. All IRA and Keogh accounts at commercial
banks and thrifts are subtracted from small time deposits.

9. Large-denomination time deposits are those issued in amounts of $100,000
or more, excluding those booked at international banking facilities.

10. Large-denomination time deposits at commercial banks less those held by
money market mutnal funds, depository institutions, and foreign banks and
official institutions.

11. Changes calculated from figures shown in table 1.23.
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A4 Domestic Financial Statistics O April 1988

1.11 RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT

Millions of dollars

Monthly averages of Weekly averages of daily figures for week ending

daily figures
Factors 1987 1988 1987 1988
Nov. Dec. Jan. Dec. 16 Dec. 23 Dec. 30 Jan. 6 Jan. {3 Jan. 20 Jan. 27
SupPLYING RESERVE FUNDS

1 Reserve Bank credit ...................... 240,088 245,975 246,090 245,050 244,657 247,325 251,166 247,132 244,506 244,769

2 U.S. government securities'. ............ 214,695 219,761 219,855 219,006 219,179 220,447 222,278 220,074 218,734 219,489

3 Bought outright...................... 213,706 | 218,734 219.069 | 219,006 | 219,179 | 218,704 219,272 219,578 218,734 218,988

4 Held under repurchase agreements. .. .. 989 1,027 786 0 0 1,743 3,006 496 0 501

5 Federal agency obligations.............. 7.956 8,062 7.806 7.558 7.556 8,529 8.616 7.815 7,534 7,627

6 Bought outright............... 7.567 7,559 7.503 7.558 7,556 7.555 7,553 7.553 7.534 7.423

7 Held under repurchase agreements. .. .. 389 503 303 0 0 974 1,063 262 0 204

8  Acceptances.................oieiii.ia. 0 0 0 0 0 0 1] 0 0 0

9  Loans..... 610 836 1,028 875 586 755 2,908 981 593 422

10 Float ............ovviien.. 866 1,545 1,784 1,942 1,123 1,580 1,224 2,737 1,855 1,464
11 Other Federal Reserve assets .. 15,961 15,771 15,617 15.668 16,212 16,013 16.141 15,524 15,790 15,767
12 Gold Stock? .. ..o vveeit i 11,084 11,080 11.074 11,081 11,080 11,679 11,078 11,076 11,074 11,071
13 Special drawing rights certificate account . .. 5,018 5,018 5,018 5,018 5,018 5,018 5018 5,018 5.018 5,018
14 Treasury currency outstanding ............ 18,102 18,153 18,205 18,148 18,158 18,168 18,179 18,193 18,207 18,221

ABSORBING RESERVE FUNDS

15 Currency in cm.ulatlun .| 223,078 227,366 226,414 226,447 227,673 | 229,747 229919 227,843 225,981 224,244

16 Treasury cash holdlngs’ ............ . 471 454 4] 454 453 452" 446 438 446 436

Deposits, other than reserve balances,
Federal Reserve Banks

17 Treasury........cooviiiiiiinenni. 3,755 4,209 5,774 4817 4,219 3,719 5,031 3,871 2,521 8,941
I8 Foreign............oviiiiiiiinia.. 299 233 274 233 240 192 263 235 347 226
19 Service-related balances and
adjustments . .. 2,063 2.168 2,233 2,128 1,960 2,269 2,286 2,278 2,101 2,697
20 374 366 432 321 326 377 909 254 329 383
21 Other Federal Reserve liabilities and
capital . ... 7.418 7,443 7.432 7.306 7.270 7.468 7,201 7522 7,548 7,618
22 Reserve balances with Federal
Reserve Banks®...................... 36,834 37,986 37.389 37,591 36,772 37,366 39,386 38,981 39,533 34,534
End-of-month figures Wednesday figures
1987 1988 1987 1988
Nov. Dec. Jan. Dec. 16 Dec. 23 Dec. 30 Jan. 6 Jan. 13 Jan. 20 Jan. 27
SupPLYING RESERVE FuNDs
23 Reserve Bank credit ...................... 251,883 242,517 245,729 244,963 250,948 248,914 246,529 249,362 245,867
24 U.S. government securities’. ... ......... 222,551 218,411 216,715 219,049 222,383 220,983 219,332 218,442 220,282
25 Bought outright. . ................. . 3 218,906 218,411 216,715 219,049 218,549 218,863 219,332 218,442 218,892
26 Held under repurchase agreements. . . .. 3.645 0 0 0 3,834 2,120 0 0 1,390
27 Federal agency obligations . 8.869 7,423 7,556 7,556 9.349 8,429 7,553 7,423 8,034
28 Bought outright. ..................... s 7.553 7,423 7.556 7,556 7553 7.553 7,553 7,423 7,423
29 Held under repurchase agreements 1,316 0 Q ] 1,796 876 0 (] 611
30 ACCeplanCes............ovveriiiaiainnn 0 0 0 0 0 0 0 0 0 0
31 Loans ..... co. 790 3.815 333 836 492 951 749 2.717 450 363
32 Float .. . 428 811 396 4.560 1,951 2,011 2,830 1,204 7.381 943
33 Other Federal Reserve asset: . 15,450 15.837 15,954 16,062 15,915 16,254 15,923 15,723 15,666 16,245
34 Gold Stock? ... oo 11,082 11.078 11.068 11,081 11,079 11,078 14,077 11,075 11,072 11,071
35 Special drawing rights certificate account ... 5,018 5,018 5.018 5.018 5,018 5,018 5018 5.018 5.018 5,018
36 Treasury currency outstanding ............ 18,127 18,177 18,233 18,157 18,167 18,177 18,191 18,205 18,219 18,233
ABSORBING RESERVE FUNDS
37 Currency in urculcmon ................... 225,090 230,213 223,188 226,881 | 229,226" | 230,403 229,065 227,034 225,640 223,650
38 Treasury cash holdings® .................. 465 446" 438 453" 452" 451" 446 448 436 437
Deposits, other than reserve balances, with
Federal Reserve Banks
39 Treasury.........oi.iiiiniiii e 3,594 5,313 10,276 9.036 2,992 4,773 4,098 3,421 3,859 9,481
40 Foreign.........oooiiiiiiiiiiiiiiin.. 352 244 355 270 215 207 237 212 231 220
41 Service-related balances and
adjustments .........o. oo 1,717 1,687 1,674 1.699 1,697 1.699 1,687 1,687 1,681 1.677
42 Other 450 1.027 315 359 293 364 284 289 358 383
43 Other Federal Reserve liabilities and
capital ... 7.968 7,129 6,926 7.095 7,09 7.453 7,376 7,438 7,300 7.459
44 Reserve balances wnh Federal
Reserve Banks®. . .................... 40,064 40,097 33,664 34,192 37,256 39,871 40,007 40,302 44,167 36,882
Includes securities loaned—fully guaranteed by U.S. government securities stock. Revised data not included in this table are available from the Division of
pledged with Federal Reserve Banks—and excludes any securities sold and Research and Statistics, Banking Section.
scheduled to be bought back under matched sale-purchase transactions. 3. Excludes required clearing balances and adjustments to compensate for
2. Revised for periods between October 1986 and April 1987. At times during fioat.
this interval, outstanding gold certificates were inadvertently in excess of the gold NoOTE. For amounts of currency and coin held as reserves, see table 1.12.
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Money Stock and Bank Credit A5
1.12 RESERVES AND BORROWINGS Depository Institutions
Millions of dollars
Monthly avemgesE
Reserve classification 1985 1986 1987 1987
Dec Dec Dec. June July Aug. Sept Oct. Nov. Dec
1 Reserve balance; €5 with Reserve Banks' ......... 27,620 37,360 37,673 36,309 36,110 35,616 36,685 37,249 37,453 37,673
2 Total vault cash®..................... 22,953 24,079 26,155 24,369 24,613 24,644 24,854" | 25,587 25,431 26,155
3 Vault.,....... 20,522 22,199 24,449 22,475 22,728 22,745 23,128 23,857 23,752 24,449
4 Surplus“ ...... 2,431 1,879 1,706 1,893 1,885 1,899 1,726" 1,730 1,679 1,706
5 Total reserves”... .. 48,142 59,560 62,123 58,784 58,838 58,361 59,813 61,106 61,205 62,123
6 Required reserves ..........cocoviiinansn 47,085 58,191 61.094 57,594 58,078 57,329 59,020 59,977 60,282 61,094
7 Excess reserve balances at Reserve Banks® . 1,058 1,369 1,029 1,190 761 1,032 793 1,129" 923 1,029
8 Total borrowings at Reserve Banks ........ 1,318 827 777 776 672 647 940 94y 625 777
9  Seasonal borrowings at Reserve B;mks . 56 38 93 259 283 279 231 189 126 93
10 Extended credit at Reserve Banks’........... 499 303 483 273 194 132 409 449 394 483
Biweekly averages of daily figures for weeks ending
1987 1988
Oct. 21 Nov. 4 Nov. 18 Dec. 2 Dec. 16 | Dec. 30 Jan. 13 Jan. 27 Feb. i0 Feb. 24
11 Reserve balancezs with Reserve Banks! ... 36,672 38,353 37,525 37,069 38,272 37,055 39,175 37,002 33,691 34,087
12 Total vgult cash®............. .. ..... 26,183 25,174 25,188 25,802 25,372 26,960 26,566 26,533 29,417 27,954
13 Vault®’......... 24,410 K 23,622 23,999 23,824 25,105 24,937 24,840 26,965 25,673
14 Surplus ...... 1,773 1,710 1,566 1,803 1,549 1,855 1,629 1,694 2,452 2,282
15 Total rescrves5 ..... .. ] 61,082 61,817 61,147 61,068 62,095 62,160 64,112 61,842 60,656 59,759
16 Required reserves ...................... YRRTEE 60,115 60,256 60,665 59,855 60,890 61,354 62,805 60,554 59,368 58,688
17 Excess reserve balances at Reserve Banks® ..... 967 1,561 492 1,213 1,206 806 1,307 1,288 1,288 1.071
18 Total borrowings at Reserve Banks ........ 1,007 677 561 683 815 671 1,945 508 287 425
19  Seasonal borrowings at Reserve Banks . 183 169 125 114 83 102 66 54 55 77
20  Extended credit at Reserve Banks'........... 482 390 334 465 653 316 485 332 144 232
1. Excludes required clearing balances and adjustments to comp for computation period by institutions having required reserve balances at Federal
float. Reserve Banks plus the amount of vault cash equal to required reserves during the

2. Dates refer to the maintenance periods in which the vault cash can be used
to satisfy reserve requirements. Under contemporaneous reserve requirements,
maintenance periods end 30 days after the lagged computation periods in which
the balances are held.

3. Equal to all vault cash held during the lagged computation period by
institutions having required reserve balances at Federal Reserve Banks plus the
amount of vault cash equal to required reserves during the maintenance period at
institutions having no required reserve balances.

4. Total vault cash at institutions having no required reserve balances less the
amount of vault cash equal to their required reserves during the maintenance

eriod.
P S. Total reserves not adjusted for discontinuities consist of reserve balances
with Federal Reserve Banks, which exclude required clearing balances and
adjustments to compensate for float, plus vault cash used to satisfy reserve
requirements. Such vault cash consists of all vanit cash held during the lagged
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maintenance period at institutions having no required reserve balances.

6. Reserve balances with Federal Reserve Banks plus vault cash used to satisfy
reserve requirements less required reserves.

7. Extended credit consists of borrowing at the discount window under the
terms and conditions established for the extended credit program to help
depository institutions deal with sustained liquidity pressures. Because there is
not the same need to repay such borrowing promptly as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
similar to that of nonborrowed reserves.

8. Before February 1984, data are prorated monthly averages of weekly
averages; beginning February 1984, data are prorated monthly averages of
biweekly averages.

NortE. These data also appear in the Board’s H.3 (502) release. For address, see
inside front cover.



A6 Domestic Financial Statistics O April 1988

1.13 SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS Large Member Banks'
Averages of daily figures, in millions of doliars

1987 week ending Monday

Maturity and source
Aug. 10 | Aug. 17 | Aug. 24 | Aug. 31 Sept. 7 Sept. 14 | Sept. 21 | Sept. 28 Oct. S

Federal funds purchased, repurchase agreements, and
other selected borrowing in immediately available
Sunds
From commercial banks in the United States
1 For one day or under continuing contract ............ 72,747 71,952 69,808 70,480 75,786 75,048 70,262 66,374 74,386
2 For all other maturities ..............oeieriiianann 9,252 8,970 9,098 9,442 9,171 8,848 8,888 9,170 8,209
From other dggository institutions, foreign banks and .
foreign official institutions, and United States gov-
ernment agencies
3 For one day or under continuing contract. ............ 32,923 32,524 30,368 30,994 29,160 30,085 27,159 25,696 25,513
4  Forall other maturities ................cooieiiinn. 6,753 6,517 6,387 6,622 6,160 6,560 6,895 6,773 5,978

Repurchase agreements on U.S. government and federal
agency securities in immediately available funds
Brokers and nonbank dealers in securities

5  For one day or under continuing contract. ............ 13,744 12,715 12,756 13,002 13,332 13,966 13,289 13,685 15,505

6 For all other maturities . .............cciovvriiniinns 12,363 12,546 13,455 13,619 13,880 13,827 15,032 15,720 12,059
All other customers

7  For one day or under continuing contract. ............ 27,417 27,613 27,496 27,128 26,288 26,501 26,808 26,957 27,240

8  For all other maturities . .........c.oooiviiiiniaan. . 8,165 8,550 9,188 9,657 9,120 9,036 8,943 8,891 8,054

MeMmo: Federal funds loans and resale agreements in im-
mediately available funds in maturities of one day or
under coatinuing contract

9 To commercial banks in the Un‘&led States . 30,410 29,547 28,622 29,053 30,568 28,193 30,303 29,348 33,209
10 To all other specified customers® . ................. ... 12,886 11,853 13,676 14,024 14,062 14,067 14,172 14,600 14,751

1. Banks with assets of $1 billion or more as of Dec. 31, 1977, 2. Brokers and nonbank dealers in securities; other depository institutions;
foreign banks and official institutions; and United States government agencies.

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



Policy Instruments A7

1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Current and previous levels

2
Adjustment credit Extended credit
an
i1
Federal Rl:serve Seasonal credit First 30 days of borrowing After 30 days of borrowing®
Ban
On Effective Previous On Effective Previous On Effective Previous .
2/24/88 date rate 2/24/88 date rate 2/24/88 date rate Effective date
Boston..... .. 6 9/9/87 k1% 6 9/9/87 5l 7.10 2/11/88 7.30 1/28/88
New York ...... 9/4/87 9/4/87 2/11/88 1/28/88
Philadelphia . 9/4/87 9/4/87 2/11/88 1/28/88
Cleveland . .. 9/4/87 9/4/87 2/11/88 1/28/88
Richmond....... 9/5/87 9/5/87 2/11/88 1/28/88
Atlanta ......... 9/4/87 9/4/87 2/11/88 1/28/88
Chicago......... 9/4/87 9/4/87 2/11/88 1/28/88
St. Louis. .. 9/9/87 9/9/87 2/11/88 1/28/88
Minneapolis . . . .. 9/8/87 9/8/87 2/11/88 1/28/88
Kansas City..... 9/4/87 9/4/87 2/11/88 1/28/88
Dallas .. 9/11/87 9/11/87 2/11/88 1/28/88
San Francisco . .. 6 9/9/87 Sln 6 9/9/87 5 7.10 2/11/88 7.30 1/28/88

Range of rates for adjustment credit in recent years*

Range (or F.R. Range (or F.R. Range (or F.R.
Effective date kl‘llell’),_kt B:’f'k Effective date k]\]/eé)' R Bg‘f'k Effective date kﬁ'?; Bg?k
Banks N.Y. Banks N.Y. Banks N.Y.
In effect Dec. 31, 1977.. N 6 6 1980—July 10-11 10 1984—Apr. 8119 9
1978—Jan. 9 ...... | 6-6%2 642 29 10 10 9 9
20 .. . [1%] 64 Sept. 11 1 Nov 8lh9 814
May 11 .. 64-7 7 Nov. 12 12 8l 814
12 .. 7 7 Dec. 12-13 13 Dec 8 8
July 3. 7-7Va TVa
10 .. TVa Ve 1981-—May 13-14 14 1985—May 7V2-8 7
Aug. 21 .. T T4 4 14 A 7
Sept. 22 .. 8 Nov. 13-14 13
Oct. 16 .. 8-814 8is 13 13 1986—Mar. 7-7V4 7
20 .. 8% 8l4 Dec 12 12 7 7
Nov. 1 .. 81491 9lh Apr. 6447 6A
3 9 9\s 1982—-July 1-12 1A July 6 6
11A 1% Aug. 5156 Sla
1979—July 10 Aug. 11-11% 11 514 7]
Aug. [1)%] 1 11
10%2 1012 104 1987—Sept. 4.............. 516 6
Sept. 11 10-10% 10 ) 6 6
11 0 10
Oct. 12 Oct 9¥-10 9L In effect February 24, 1988. ... 3 6
12 94 1%
Nov 9-9% 9
1980—Feb. 13 9 9
1 13 Dec 8V2-9 9
May 13 8149 8lh
12 814 8lh
June 11
1

1. Adjustment credit is available on a short-term basis to help depository
institutions meet temporary needs for funds that cannot be met through reason-
able alternative sources. After May 19, 1986, the highest rate established for loans
to depository institutions may be charged on adjustment credit loans of unusual
size that result from a major operating problem at the borrower’s facility.

Seasonal credit is available to help smaller depository institutions meet regular,
seasonal needs for funds that cannot be met through special industry lenders and
that arise from a combination of expected patterns of movement in their deposits
and loans. A temporary simplified scasonal program was established on Mar. 8,
1985, and the interest rate was a fixed rate Y2 percent above the rate on adjustment
credit. The program was reestablished on Feb. 18, 1986 and again on Jan. 28,
1987; the rate may be either the same as that for adjustment credit or a fixed rate
2 percent higher. .

2. Extended credit is available to depository institutions, where similar assis-
tance is not reasonably available from other sources, when exceptional circum-
stances or practices involve only a particular institution or when an institution is
experiencing difficuities adjusting to changing market conditions over a longer
period of time.

3. For extended-credit loans outstanding more than 30 days, a flexible rate

somewhat above rates on market sources of funds ordinarily will be charged, but
in no case will the rate charged be less than the basic discount rate plus 50 basis
points. The flexible rate is reestablished on the first business day of each
two-week reserve maintenance period. At the discretion of the Federal Reserve
Bank, the time period for which the basic discount rate is applied may be
shortened.

4. For earlier data, see the following publications of the Board of Governors:
Banking and Monetary Statistics, 1914-1941, and 1941-1970;, Annual Statistical
Digest, 1970-1979.

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term
adjustment credit borrowings by institutions with deposits of $500 million or more
that had borrowed in successive weeks or in more than 4 weeks in a calendar
quarter. A 3 percent surcharge was in effect from Mar. 17, 1980 through May 7,
1980. There was no surcharge until Nov. 17, 1980, when a 2 percent surcharge was
adopted; the surcharge was subsequently raised to 3 percent on Dec. 5, 1980, and
to 4 percent on May 5, 1981. The surcharge was reduced to 3 percent effective
Sept. 22, 1981, and to 2 percent effective Oct. 12, 1981. As of Oct. 1, 1981 the
formula for applying the surcharge was changed from a calendar quarter to a
moving 13-week period. The surcharge was eliminated on Nov. 17, 1981,
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A8 Domestic Financial Statistics [1 April 1988

1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Percent of deposits

Depository institution requirements
after implementation of the
Type of deposit 3’"’ Monetary Control Act
deposit interval
Percent of .
deposits Effective date
Net transaction accounts™*
$O million=840.5 million. . ... ... oo e 3 12/15/87
More than $40.5 MILlION ... ... oottt e e 12 12/15/87
Nonpersonal time deposits®
By original maturity
Less than 1M YEars .. .. ... i e e e 3 10/6/86
2L o 117 ¢S 0 10/6/83
Eurocurrency liabilities
N 1T 3 11/13/80

1. Reserve requirements in effect on Dec. 31, 1987. Required reserves must be
held in the form of deposits with Federal Reserve Banks or vault cash. Nonmem-
bers may maintain reserve balances with a Federal Reserve Bank indirectly on a
pass-through basis with certain approved institutions. For previous reserve
requirements, see earlier editions of the Annual Report and of the FEDERAL
REesSeRVE BULLETIN. Under provisions of the Monetary Control Act, depository
institutions include commercial banks, mutual savings banks, savings and loan
associations, credit unions, agencies and branches of foreign banks, and Edge
corporations.

2. The Garn-St Germain Depository Institutions Act of 1982 (Public Law
97-320) requires that $2 million of reservable liabilities (transaction accounts,
nonpersonal time deposits, and Eurocurrency liabilities) of each depository
institution be subject to a zero percent reserve requirement. The Board is to adjust
the amount of reservable liabilities subject to this zero percent reserve require-
ment each year for the succeeding calendar year by 80 percent of the percentage
increase in the total reservable liabilities of all depository institutions, measured
on an annual basis as of June 30. No corresponding adjustment is to be made in
the event of a decrease. On Dec. 15, 1987, the exemption was raised from $2.9
million to $3.2 million. In determining the reserve requirements of depository
institutions, the exemption shall apply in the following order: (1} net NOW
accounts (NOW accounts less allowable deductions); (2) net other transaction
accounts; and (3) nonpersonal time deposits or Eurocurrency liabilities starting
with those with the highest reserve ratio. With respect to NOW accounts and

other transaction accounts, the exemption applies only to such accounts that
would be subject to a 3 percent reserve requirement.

3. Transaction accounts include all deposits on which the account holder is
permitted to make withdrawals by negotiable or transferable instruments, pay-
ment orders of withdrawal, and telephone and preauthorized transfers in excess of
three per month for the purpose of making payments to third persons or others.
However, MMDAs and similar accounts subject to the rules that permit no more
than six preauthorized, automatic, or other transfers per month, of which no more
than three can be checks, are not transaction accounts (such accounts are savings
deposits subject to time deposit reserve requirements).

4. The Monetary Control Act of 1980 requires that the amount of transaction
accounts against which the 3 percent reserve requirement applies be modified
annually by 80 percent of the percentage increase in transaction accounts held by
all depository institutions, determined as of June 30 each year. Effective Dec. 15,
1987 for institutions reporting quarterly and Dec. 29, 1987 for institutions
reporting weekly, the amount was increased from $36.7 million to $40.5 million.

5. In general, nonpersonal time deposits are time deposits, including savings
deposits, that are not transaction accounts and in which a beneficial interest is
held by a depositor that is not a natural person. Also included are certain
transferable time deposits held by natural persons and certain obligations issued
to depository institution offices located outside the United States. For details, see
section 204.2 of Regulation D.
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Policy Instruments A9

1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS'

Millions of dollars

1987
Type of transaction 1985 1986 1987
June July Aug. Sept. Oct. Nov. Dec.
U.S. TREASURY SECURITIES
Outright transactions (excluding matched
transactions)
Treasury bills
1 Grosspurchases ............ooooiiiiiainn, 22,214 22,602 18,983 575 575 499 4,528 1,095 3,388 150
2 Gross sales. ... 4,118 2,502 6,050 2 912 0 0 300 0 0
3 Exchange ... 0 0 0 0 0 0 [ 4} 0 0
4 Redemptions ... 3,500 1,000 9.029 0 4,572 0 3,657 0 0 0
Others within 1 year
S Grosspurchases................cc.oiiiiia 1,349 190 3,658 535 0 0 443 300 670 479
6 Grosssales.............. 0 0 300 0 0 0 300 0 0 0
7 Maturity shift 19,763 18,673 | 21,502 1,715 1,437 2,723 1,500 816 2.247 1,400
8 Exchange............... —17,717 | —20,179 | -20,388 -1,812 ~613 -1,787 -917 -1,178 -3,728 -1,742
9  Redemptions 0 0 70 0 0 0 0 0 70 0
1 to 5 years
10 Grosspurchases ................coiviineni., 2,185 893 10,231 1,394 0 5 2,551 1] 50 2,589
11 Grosssales.............. 0 0 452 0 200 [ 0 [4] 0 Q
12 Maturity shift —17,459 | —17,058 [ -17,974 | -1,715 | ~1,397 | =2,122 | —1,500 =761 | -1,900 | -1,400
13 Exchange...............oooici, 13,853 16,984 18,938 1,812 613 1,612 917 1,178 3,278 1,742
5 to 10 years
14 Gross purchases 458 236 2,441 K1V 0 0 619 0 0 596
15 Grosssales.............. 100 0 0 0 0 0 0 Q 0 0
16 Maturity shift -1,857 | ~1,620 | -3,529 0 —40 -601 0 -55 -347 0
17 Exchange............ccoviveiinnnniiaiennn. 2,184 2,050 950 0 0 100 0 g 300 0
Over 10 years
18 Grosspurchases ........... .o, 293 158 1,858 251 0 0 493 0 0 445
19 Grosssales...............ooiiiii 0 [} \) 0 0 1} 0 1} ) 0
20  Maturity shift .. —447 0 0 0 0 0 0 [{] [\] 0
21 Exchange ...............oic 1,679 1,150 500 0 0 75 0 0 150 0
All maturities
22 Gross purchases ................ociiiiiiean. 26,499 24,078 37,171 3,066 575 504 8,633 1,395 4,108 4,259
23 Grosssales ............... 4,218 2,502 6,802 2 1,112 0 300 300 0 0
24 Redemptions ........o.ooiivinieiinerannconans 3,500 1,000 9,099 0 4,572 0 3,657 0 70 0
Matched transactions
25 Grosssales ...l 866,175 | 927,997 | 950,923 | 87,228 80,304 60,731 61,321 77,497 85,288 | 104,833
26 Grosspurchases .................ocoiiiiinn, 865,968 | 927,247 | 950,935 87,128 80,037 62,594 61,347 73,779 85,494 105,917
Repurchase agreements?
27 Gross purchases ........... . 134,253 [ 170,431 | 314,620 | 24,167 3,298 9,013 34,080 | 65,675 15,853 23,512
28 Grosssales ... ... 132,351 | 160,268 | 324,666 | 22,108 2,058 12,311 34,080 | 57,380 18,751 25,264
29 Net change in U.S. government securities ....... 20,477 | 29,989 11,235 5,002 | 4,136 -931 4,702 5,673 1,346 3,591
FEDERAL AGENCY OBLIGATIONS
Qutright transactions
30 Gross purchases 0 0 0 0 0 1] 0 0 0
31 Gross sales ... 0 0 0 0 0 0 0 0 0 0
32 Redemptions . ... 162 398 276 0 59 0 1] 56 1 13
Repurchase agreements®
33 Gross purchases «+| 22,183 | 31,142 | 80,353 3,907 929 2,369 7,174 18,523 6,786 9,718
34 Gross sales ................... 20,877 | 30,522 [ 81,351 2,910 996 3,298 7,174 15,607 7,425 10,679
35 Net change in federal agency obligations ........ 1,144 222 -1,274 997 -126 ~929 ) 2,860 —640 —975
36 Totakne! ch:mge in System Open Market 21,621 | 30,211 9,961 5999 | —4,262 | -1,861 4,702 8,533 706 2,617
L1 | S T LR R R R R R R
1. Sates, redemptions, and negative figures reduce holdings of the System Open 2. In July 1984 the Open Market Trading Desk discontinued accepting bankers
Market Account; all other figures increase such holdings. Details may not add to acceptances in repurchase agreements.

totals because of rounding.
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A10 Domestic Financial Statistics [1 April 1988

1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements'
Millions of dollars

Wednesday End of month
Account 1987 1988 1987 1988
Dec. 30 Jan. 6 Jan. 13 Jan. 20 Jan. 27 Nov. Dec. Jan,
Consolidated condition st
ASSETS
1 Gold certificate aCCOUNE . ... vvvineniiirniiinennen.s 11,078 11,077 11,075 11,072 11,071 11,082 11,078 11,068
2 Special drawing rights certificate account . AN 5,018 5,018 5,018 5,018 5,018 5,018 5.018 5,018
I S PN 413 401 409 442 465 446 408 478
Loans
4 To depository INSHIULIONS . ..o vvvveeniiiiinnans s 951 749 2,717 450 363 790 3,815 333
S Other.. ...ttt ey 0 0 0 ] 0 0 0 [
6 Acceptances held under repurchase agreements ....... 0 0 0 (] 0 0 0 0
Federal agency obligations
7 Boughtoutright...........oooiiiiiiiiiiiinaan.. 7,553 7,553 7.553 7,423 7.423 7,567 7,553 7,423
8  Held under repurchase agreements.................. 1,796 876 0 0 611 2,277 1,316 0
U.S. Treasury securities
Bought outright
9 Bills...ooi s 107,334 107,648 108,117 107,227 107,677 106,457 107,691 107,196
10 Note .. 82,973 82,973 82,973 82,973 82,973 79,345 82,973 82,973
11 Bonds ........ . 28,242 28,242 28,242 28,242 28,242 27,761 28,242 28,242
12 Total bought outright*........ 218,549 218,863 219,332 218,442 218,892 213,563 218,906 218,411
13 Held under repurchase agreements. .. 3,834 2,120 0 0 1,390 5,397 3,645
14 Total U.S, Treasury SECUMtIes. . ..oo.vuuenneennnnne... 222,383 220,983 219,332 218,442 220,282 218,960 222,551 218,411
15 Total loans and securities. .. ....................covoul 232,683 230,161 229,602 226,315 228,679 229,594 235,235 226,167
16 Items in process of collection ............cccvinviinen. 7.973 10,643 7,692 18,168 7,086 4,901 7,990 6,489
17 Bank premises 704 705 705 707 704 698 705 705
Other assets
18 Denommated in foreign currencies® .. ...l 7,757 7,451 7,420 7,364 7,371 8,064 7,773 6,714
19 Allother® .. .. o . 7,793 7,767 7,598 7,595 8,170 6,688 7,359 8,535
20 Total assels. .. ........ ... iiiiiiiiiniiiiiiiiiien 273,419 273,223 269,519 276,681 268,564 266,491 275,566 265,174
LIABILITIES
21 Federal Reserve notes. .......oovvvviivivineenannnns 213,090 211,721 209,682 208,298 206,319 207,873 212,890 205,871
Deposits
22 To depository Institutions. .. ......oovvvarierennens 41,570 41,694 41,989 45,848 38,559 41,781 41,784 35,338
23 U.S. Treasury—General account ................... 4,773 4,098 3,421 3,859 9,481 3,594 5,313 10,276
24 Foreign—Official accounts ......................... 207 237 212 231 220 352 244 355
25 Other......coviii i e e 364 284 289 358 383 450 1,027 315
26 Total deposits. . .......... .ot 46,914 46,313 45,911 50,296 48,643 46,177 48,368 46,284
27 Deferred credit items. ... iiiiininiirenenns 5,962 7,813 6,488 10,787 6,143 4,473 7,179 6,093
28 Other liabilities and accrued dividends®. ............... 3,053 3,015 2,985 2,857 3,020 2,985 3,035 2,654
29 Total lisbilities . . . .....................ioiiiiininnn 269,019 268,862 265,066 272,238 264,125 261,508 271,472 260,902
CAPITAL ACCOUNTS
30 Capital paid in......ooovriireiiiii i 2,045 2,044 2,049 2,058 2,060 2,032 2,047 2,062
3] Surplus ..ol 1,873 2,047 2,047 2,047 2,047 1,873 2,047 2,042
32 Other capital accounts 482 270 357 338 332 1,078 0 168
33 Total liabilities and capital accoumts ................... 273,419 273,223 269,519 276,681 268,564 266,491 275,566 265,174
34 MeMo: Marketable U.S. Treasury securities held in
custody for foreign and international account ......... 198,823 201,499 204,386 205,233 210,231 193,044 198,288 210,410
Federal Reserve note statement
35 Federal Reserve notes outstanding issued to bank 253,508 252,950 252,838 252,883 253,163 254,499 253,313 253,303
36 Less: Heldbybank .............cooeeeioin 40,418 41,229 43,156 44,585 46,844 46,626 40,423 47,432
37 Federal Reserve notes, NEt. .........oovuieunin..n 213,090 211,721 209,682 208,298 206,319 207,873 212,890 205,871
Collateral held against notes net:
38 Gold certificate account .. ......... . iiiiiiiean. 11,078 11,077 11,075 11,072 11,071 11,082 11,078 11,068
39  Special drawing rights certificate account 5,018 5,018 5,018 5,018 5,018 5,018 5,018 5,018
40  Other eligible assets........... T 0 0 0 0 0 0 0 0
41 U.S. Treasury and agency securities ............ o] 196,994 195,626 193,589 192,208 190,230 191,773 196,794 189,785
42 Totalcollateral. .. ...........covviiiininiiniieiennns 213,090 211,721 209,682 208,298 206,319 207,873 212,890 205,871
Some of these data also appear in the Board's H.4.1 (503) release. For 4. Includes special investment account at the Federal Reserve Bank of Chicago
address see inside front cover. in Treasury bills maturing within 90 days.
2. Includes securities loaned—fully guaranteed by U.S. Treasury securities 5. Includes exchange-translation account reflecting the monthly revaluation at
pledged with Federal Reserve Banks—and excludes securities sold and scheduled market exchange rates of foreign-exchange commitments.

to be bought back under matched sale-purchase transactions.
3. Valued monthly at market exchange rates.
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Federal Reserve Banks All
1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holdings
Millions of dollars
Wednesday End of month
Type and maturity groupings 1987 1988 1987 1988

Dec. 30 Jan. 6 Jan. 13 Jan. 20 Jan. 27 Nov. 30 Dec. 31 Jan. 29
1 Loans—Total. .. ..oveuiiniiniiineineiiinieaies 951 749 2717 450 363 790 3815 333
2 Within15days .........cooiivni 943 738 2,639 445 362 765 3.806 326
3 16 days to 90 days 8 I 8 5 1 25 9 7
4 91 days to | year ] 0 (] 0 0 1] 0 0
5 Acceptances—Total . ....... ...l 0 0 0 0 0 [} [} 0
6 Within 15days ..................0s 0 [ 0 0 0 (1] [ 0
7 16 days to 90 days 0 [ 0 0 0 [} 0 0
8 9ldaystolyear ........ovvvvinviinnnaeanences 0 0 0 0 0 [} 0 0
9 U.S. Treasury SCfurities—Total .................... 222,383 220,983 219,332 218,442 220,282 218,960 222,551 218,411
10  Within 15 days'. ... 11,583 10,503 667 8.554 9,12 9,805 11,363 4,402
11 16 days to 90 days . 901 50,752 52,124 53,598 52,598 52.165 46,112 55,664
12 9ldaystolyear...... 71,993 71,479 71,292 68,248 70,519 72,716 76.827 70,303
13 OQver | yearto5years.......... 47,169 47,512 47,512 47,410 47,410 44,580 47,512 47,410
14 OverSyearsto {0 years.......... 15,313 15,313 15,313 15,208 15,208 14,717 15,313 15,208
15 Over 10 Years .....v.covuruiineinnannnneneonnes 25,424 25,424 25,424 25,424 25,424 24,977 25,424 25,424
16 Federal agency obligations—Total .................. 9,349 8,429 7,553 7.423 8,034 9,843 8,868 7.423
17 Within 1Sdays'. .. ............... 2,041 1,046 151 165 781 2,527 1,560 170
18 16 days to 90 days . 691 836 926 781 886 568 691 886
19 9ldaystolyear ................ 1,653 1,583 1,473 1,473 1,538 1,621 1,653 1,538
20 OverlyeartoSyears............ 3,416 3.416 3,441 3,481 3,323 3.524 3,416 3,323
21 OverSyearsto 10 years.......... 1,358 1,358 1,373 1,333 1,317 1,387 1,358 1,317
22 OVEr 10 Years ....c.ovuvvninvnniinnnnmnnaenncens 190 190 189 190 189 216 190 189

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

. Holdings under repurchase agreements are classified as maturing within 15 days in accordance with maximum maturity of the agreements.



A12 Domestic Financial Statistics [J April 1988

1.20 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE

Billions of dollars, averages of daily figures

1987 1988
It 1984 1985 1986 1987
em Dec. | Dec. | Dec. | Dec.

June July Aug. | Sept. Oct. Nov. Dec. Jan.

Seasonally adjusted
ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS'

1 Total reserves?. .. ............uvuuennnrnnaneineeanens 39.91 | 46.06 | 56.17 | 57.44 | 57.71 | 57.60 | 57.88 | 57.83 | 58.50 | 57.99 | 57.44 | 58.32
2 Nonborrowed reserves .................. v 36.72 | 44.74 | 55.34 | 56.66 | 56.93 | 56.93 | 57.23 | 56.89 | 57.55 | 57.36 | S6.66 | 57.24
3 Nonborrowed reserves plus extended credit ..] 3933 4524 | 55.64 | S7.14 | 57.20 S57.12 | 57.36 | 57.29 | S8.00 | 57.76 | 57.14 | 57.61
4 Required reserves..............ooovinns .o 39.06 | 45.00 | 54.80 | 56.41 56.52 | 56.84 | 56.84 | 57.03 [ 57.37 | 57.06 | 56.41 57.02
5 Monetary base*. . ... 199.60 | 217.34" [ 239.52" | 256.68" | 248.48 | 249.51"| 251.00" | 252.25" | 254.56" | 256.02" | 256.68"| 260.25

Not seasonally adjusted

6 Total reserves?. .. ..........c.coovreienannaineeineenn 4094 | 47.24 | 57.64 | 58.96 | 57.63 57.74 | 57.39 | 57.50 | 58.04 | 58.09 | 58.96"| 60.17
7 Nonborrowed reserves .................. yrore e 37751 4592 | 56.81 | 58.19  56.85 57.07 | 56.74 | 56.56 | 57.09 | 57.47 | 58.19 | 59.09
8 Nonborrowed reserves plus extended credit .| 4035 4642 | S7T.11 | 58.67 | 57.12{ 57.27 | 56.88 | 56.96 | 57.54 | 57.86 | 58.67 | 59.46
9 Required reserves. ............ooeueennn. .| 40.08 | 46.18 | 56.27 | 57.94 | 56.43 | 56.98 | 56.36 | 56.70 | 56.91 | 57.17 | 57.94 | 58.88
10 Monetary base®..............ooiiiiiiiiiieaaans 202.70 | 220.82 | 243.63 | 261.21 | 249.29 | 251.42 | 251.42 | 251.60 | 253.29 | 256.82 | 261.21 | 261.21%
NOT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS®
11 Total reserves®. ...................covivvininrneennns 40.70 | 48.14 | 59.56 | 62.12 | 58.78 | 58.84 | 58.36 | 59.81 | 61.11 | 61.20 | 62.12 | 62.64
12 Nonborrowed reserves .........ocooviiiiyiiiiiiinn 37.51 | 46.82| 58.73 | 6135 58.01( 58.17 | 57.71 | 5887 | 60.16 | 60.58 | 61.35 [ 61.56
13 Nonborrowed reserves plus extended credit* . X 4741 | 59.04 | 61.86 | 58341 5837 57.76| S58.85[ 61.22 | 60.79 | 61.86 [ 62.13
14 Required reserves............covvvnvnnnnn. . . 47.08 | S8.19| 61.09 | 57.59 | 58.08 | 57.33 | 59.02 59.98 | 60.28 | 61.09 | 61.34
15 Monetary base®.. ... ... i 223.53 | 247.71 | 266.16 | 252.54 | 254.67 | 254.36 | 255.69 | 258.08 | 261.67 | 266.16 | 265.79

1. Figures incorporate adjustments for discontinuities associated with the
implementation of the Monetary Control Act and other regulatory changes to
reserve requirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for disconti-
nuities in the monetary base. required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

2. Total reserves not adjusted for discontinuities consist of reserve balances
with Federal Reserve Banks, which exclude required clearing balances and
adjustments to compensate for float, plus vault cash held during the lagged
computation period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

3. Extended credit consists of borrowing at the discount window under the
terms and conditions established for the extended credit program to help
depository institutions deal with sustained liquidity pressures. Because there is
not the same need to repay such borrowing promptly as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
similar to that of nonborrowed reserves.

4. The monetary basc not adjusted for discontinuities consists of total reserves
plus required clearing balances and adjustments to compensate for float at Federal
Reserve Banks and the currency component of the money stock less the amount

of vault cash holdings of thrift institutions that is included in the currency
component of the money stock plus, for institutions not having required reserve
balances, the excess of current vault cash over the amount applied to satisfy
current reserve requirements. After the introduction of contemporaneous reserve
requirements (CRR), currency and vault cash figures are measured over the
weekly computation period ending Monday.

Before CRR, all components of the monetary base other than excess reserves
are seasonally adjusted as a whole, rather than by component, and excess
reserves are added on a not seasonally adjusted basis. After CRR, the seasonally
adjusted series consists of seasonally adjusted total reserves, which include
excess reserves on a not seasonally adjusted basis, plus the seasonally adjusted
currency component of the money stock and the remaining items seasonally
adjusted as a whole.

5. Reflects actual reserve requirements, including those on nondeposit liabili-
ties, with no adjustments to eliminate the effects of discontinuities associated with
implementation of the Monetary Control Act or other regulatory changes to
TESCTVE requn’emems.

NotE. Latest monthly and biweekly figures are available from the Board's
H.3(502) statistical release. Historical data and estimates of the impact on
required reserves of changes in reserve requirements are available from the
Banking Section, Division of Research and Statistics, Board of Governors of the
Federal Reserve System, Washington, D.C. 20551.
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Monetary and Credit Aggregates Al3
1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Billions of dollars, averages of daily figures
1987" 1988
Item! 1984 1985 1986 1987
Dec.” Dec. Dec.” Dec.”
Oct. Nov. Dec. Jan.
Seasonally adjusted
1 551.9 620.1 7254 750.8 756.2 752.7 750.8 758.9
2 2,363.6 2,562.6 2,807.8 2,901.3 2,894.6 2,897.0 2,901.3 2,925.0
3 2,978.3 3,196.0 3,490.4 3,663.0 3,643.5 3,658.5 3,663.0 3,689.1
4 3,519.4 38254 4,134.1 4,332.8 4,312.0 4,325.9 4,332.8 n.a.
5 59329 6,746.9 7,598.5 8,284.9 8,161.5 8,231.7 8,284.9 n.a
Ml components
6 CUITENCY . ... .. ittt it 156.1 167.7 180.4 196.5 193.1 195.0 196.5 198 4
7 Travelers checks® . .............ooooiiin. 5.2 5.9 6.5 7.1 7.0 7.0 7.1 7.2
8 Demand deposits®. .. ... ... .o 244.1 267.2 303.3 288.0 295.9 291.3 288.0 289.9
9 Other checkable deposits® ... covvrerrieriinnnns 146.4 179.2 235.2 259.3 260.3 259.4 2593 263.3
Nontrangactions components
10 InM2°... R TIERRRERE: 1,811.7 1,942.5 2,082.4 2,150.5 2,138.4 2,144.3 2,150.5 2,166.1
Il InM3only' ... e 614.7 633.3 682.6 761.6 748.9 761.4 761.6 764.1
Savings deposits®
12 Commercial Banks......... ..o, 122.6 124.8 155.5 178.2 178.4 178.2 178.2 179.0
13 Thrift institutions .........c.ovieiiiinniiiiian.. 162.9 176.6 215.2 236.0 238.6 236.8 236.0 235.4
Small denomination time deposits®
14 Commercial Banks....................coiil 386.3 383.3 364.6 384.6 374.2 381.6 384.6 388.0
15 Thrift institutions .. .......... ... .. i i 497.0 496.2 488.6 528.5 509.1 520.1 528.5 536.9
Money market mutual funds
16  General purpose and broker-dealer.................. 167.5 176.5 208.0 2222 218.8 220.9 2222 226.2
17 Institution-only .. ........oiiiiiiii i 62.7 64.5 84.4 89.6 82.5 89.5 89.6 94.4
Large denomination time deposits!?
18 Commercial Banks'' .................. ... 270.2 284.9 288.9 323.5 317.5 33 323.5 320.1
19 Thrift institutions . ...... ... 146.8 151.6 150.3 161.2 154.8 158.1 161.2 162.7
Debt components
20 Federaldebt............ ... ..ol 1,365.3 1,584.3 1,804.5 1,953.3 1,919.3 1.939.6 1,953.3 n.a.
21 Nonfederaldebt ........... ..ot 4,567.6 5,162.6 5,794.0 6,331.7 6,242.1 6,292.0 3317 n.a.
Not seasonally adjusted
564.5 633.5 740.6 765.9 753.7 756.0 765.9 764.8
23732 2,573.9 2,821.5 2,915.0 2,895.2 2,900.5 2915.0 2,937.3
2,991.4 3,210.5 3,507.2 3,679.5 3.643.5 3,665.8 3.679.5 3,701.6
3.532.7 3,840.9 4,152.1 4,350.9 4,312.3 4,335.8 4,350.9 n.a.
5,927.1 6,740.6 7,591.7 8.277.6 8,147.3 8.216.5 8,277.6 na
Mi components
27 CUITEMCY .\ ot o ittt cnie it ciiaaes 158.5 170.2 183.0 199.4 192.6 195.9 199.4 197.1
28 Travelers checks® . ........ooooiiiioiniiinn., 4.9 5.5 6.0 6.5 7.0 6.6 6.5 6.6
29 Demand deposits®. . ... ... .oiiiiiiiiiii s 253.0 276.9 3144 298.5 295.7 294.1 298.5 295.8
30 Other checkable deposits® ... ......ooveereeiinanns 148.2 180.9 2373 261.5 258.4 2593 261.5 265.3
Nontransactions components
31 M2° .. S 1,808.7 1,940.3 2,080.8 2,149.1 2,141.5 2,144.5 2,149.1 2,172.5
32 M3only . 618.2 636.7 685.7 764.5 748.3 765.2 764.5 764.3
Money market deposit accounts
33 Commercial Banks. ... 267.4 332.8 379.6 358.2 360.0 358.1 358.2 358.9
34 Thrift institutions ........... ... 149.4 180.8 192.9 167.0 173.9 169.6 167.0 165.2
Savings deposits®
35 Commercial Banks.........................l 121.5 123.7 154.2 176.7 178.6 177.5 176.7 178.2
36 Thrift institutions 161.5 174.8 212.9 2333 239.3 235.7 2333 233.0
Small denomination time deposits"
37 Commercial Banks.............cooiiiiiiiiiiines 386.9 384.0 365.3 385.2 375.0 382.6 385.2 389.3
38  Thrift institutions ...l 498.2 497.5 489.7 5293 510.5 521.1 529.3 540.5
Money market mutual funds
39  General purpose and broker-dealer. 167.5 176.5 208.0 22222 218.8 220.9 222.2 226.2
40 Institution-only ........ ... il 62.7 64.5 84.4 89.6 82.5 89.5 89.6 94.4
Large denomination time deposits'®
41 Commercial Banks'!' ... ... ... 270.9 285.4 289.1 323.6 317.3 3224 323.6 321.1
42 Thrift institutions .. ......coviiiiiii i 146.8 1519 150.7 161.7 155.7 159.0 161.7 163.8
Debt components
43 Federaldebl............cooiiiiiiiiii 1,364.7 1,583.7 1,804.0 1,952.7 1,909.8 1,935.3 1,952.7 n.a.
44 Nonfederaldebt .............. ..., 4,562.4 5,156.9 5,787.8 6,324.9 6,237.5 6,281.2 63249 n.a.

For notes see following page.
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Al14 Domestic Financial Statistics [J April 1988

NOTES TO TABLE 1.21

1. Composition of the money stock measures and debt is as follows:

M1: (1) currency outside the Treasury, Federal Reserve Banks, and the vaults
of depository institutions; (2) travelers checks of nonbank issuers; (3) demand
deposits at all commercna] banks other than those due to depository institutions,
the U.S. government, and foreign banks and official institutions less cash items in
the process of collection and Federal Reserve float; and (4) other checkable
deposits (OCD) consisting of negotiable order of withdrawal (NOW) and auto-
matic transfer service (ATS) accounts at depository institutions, credit union
share draft accounts, and demand deposits at thrift institutions.

M2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, MMDAs, savings and small-
denomination time deposits (ime deposits—including retail RPs—in amounts of
less than $100,000), and balances in both taxable and tax-exempt general purpose
and broker—dealer money market mutual funds. Excludes individual retirement
accounts {IRA) and Keogh balances at depository institutions and money market
funds. Also excludes all balances held by U.S. commercial banks, money market
funds (general purpose and broker—dealer), foreign governments and commercial
banks, and the U.S. government.

M3: M2 plus large-denomination time deposits and term RP liabilities (in
amounts of 5100,000 or more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S. government,
money market funds, and foreign banks and official institutions. Also subtracted
is the estimated amount of overnight RPs and Eurodollars held by institution-only
money market mutual funds.

L: M3 plus the nonbank public holdings of U.S. savings bonds, short-term
Treasury securities, commercial paper and bankers acceptances, net of money
market mutual fund holdings of these assets.

Debt: Debt of domestic nonfinancial sectors consists of outstanding credit
market debt of the U.S. government, state and local governments, and private
nonfinancial sectors. Private debt consists of corporate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers

acceptances, and other debt instruments. The source of data on domestic
nonfinancial debt is the Federal Reserve Board’s flow of funds accounts. Debt
data are based on monthly averages.

2. Currency outside the U.S. Treasury, Federal Reserve Banks, and vaults of
depository institutions.

3. Outstanding amount of U.S. dollar-denominated travelers checks of non-
bank issuers. Travelers checks issued by depository institutions are included in
demand deposits.

4. Demand deposits at commercial banks and foreign-related institutions other
than those due to depository institutions, the U.S. government, and foreign banks
and official institutions less cash items in the process of collection and Federal
Reserve float.

5. Consists of NOW and ATS balances at all depository institutions, credit
union share draft balances, and demand deposits at thrift institutions.

6. Sum of overnight RPs and overnight Eurodollars, money market fund
balances (general purpose and broker-dealer), MMDAs, and savings and small
time deposits.

7. Sum of large time deposits, term RPs, and term Eurodollars of U.S.
residents, money market fund balances (institution-only), less the estimated
?mc&unt of overnight RPs and Eurodollars held by institution-only money market

unds.

8. Savings deposits exclude MMDAs.

9. Small-denomination time deposits—including retail RPs—are those issued
in amounts of less than $100,000. All individual retirement accounts (IRA) and
‘li(eogl'g accounts at commercial banks and thrifts are subtracted from small time

eposits.

10. Large-denomination time deposits are those issued in amounts of $100,000
or more, excluding those booked at international banking facilities.

11. Large-denommauon time deposits at commercial banks less those held by
money market mutual funds, depository institutions, and foreign banks and
official institutions.

NoTE. Latest monthly and weekly figures are available from the Board’s H.6
(508) release. Historical data are available from the Banking Section, Division of
Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551.
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1.22 BANK DEBITS AND DEPOSIT TURNOVER'

Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data are at annual rates.

Monetary and Credit Aggregates AlS

1987
Bank group, or type of customer 19852 19862 1987
June July Aug. Sept. Oct. Nov
DesiTS TO Seasonally adjusted

Demand deposits’
1 Allinsured banks...................... 156,091.6 | 188,345.8 | 217,115.9 { 212.414.4 | 219,501.3 | 221,729.0 | 219,182.9 | 234,398.3 | 219,386.1
2 Major New York City banks. 70,585.8 91,397.3 104,496.3 103,027.6 106,428.9 109,062.5 105,149.4 110.833.6 103,693.6
3 Otherbanks......,......... 85,505.9 96,948.8 | 112,619.8 | 109,386.8 | 113,072.3 [ 112,666.5 | 114,033.4 [ 123,564.6 { 115,692.5
4 ATS-NOW accopnts?......... 1,823.5 2,182.5 2,402.7 2,417.6 2,498.7 2,333.1 2,349.0 2,591.3 2,536.1
5 Savings deposits”....... ... 384.9 403.5 526.5 565.8 548.2 518.8 524.0 582.4 570.8

DEePOSIT TURNOVER

Demand deposits®
6 Allinsured banks...................... 500.3 556.5 612.1 601.6 628.6 623.3 625.3 654.9 619.0
7  Major New York City banks. 2,196.9 2,498.2 2,670.6 2,671.6 2,837.4 2,718.2 2,715.1 2,744.7 2,620.2
8  Other banks. ..... FERRRERE 305.7 321.2 3570 347.8 362.8 357.0 365.7 389.1 367.4
9 ATS-NOW acco;,mts 15.8 15.6 13.8 13.9 14.3 13.2 13.2 144 4.2
10 Savings deposits”............... 3.2 3.0 341 33 kN | 3.0 3.0 33 33

DEBITS TO Not seasonally adjusted

Demand deposits’
{1 Allinsured banks...................... 156,052.3 | 188,506.4 | 217,124.8 | 221,038.4 | 228,764.2 | 214,145.9 | 216,728.0 | 233,999.8 | 202,230.1
12 Major New York City banks. .. 70.559.2 91,500.0 | 104,518.6 | 106,171.3 | 111,157.7 | 103,822.8 | 104,234.0 | 111,398.9 96,035.9
13 Otherbanks.................. 85,493.1 97,006.6 | 112,606.1 | 114,867.0 | 117,606.5 | 110,323.1 112,494.0 | 122,600.8 | 106,194.2
14 ATS—Ng)W accounts®........... 1,826.4 2,184.6 2,404.8 2,466.9 2,466.0 2,226.4 2,414.9 2,577.7 2,375.8
15 MMDA®. ... .. ... 1.223.9 1.609.4 1.954.2 1.987.9 2,002.7 1.752.7 1.846.6 22478 1,959.8
16 Savings deposils5 ........................ 385.3 404.1 526.8 565.2 576.5 524.2 519.0 604.3 519.9

DerositT TURNOVER

Demand deposns
17 Alinsuredbanks..................o.0l 499.9 556.7 612.3 625.0 651.7 612.5 620.2 657.8 565.6
18 Major New York City banks..... 2,196.3 2,499.1 2,674.9 2,801.5 2,928.4 2,721.9 2,751.0 2,824.8 2,467.8
19 Otherbanks.................... 305.6 321.2 356.9 363.8 375.7 3542 361.1 387.6 3333
20 ATS—N?W accounts®. ............ 15.8 15.6 13.8 14.3 14.3 12.8 13.7 14.6 13.3
21 MMDA®. . ..., ... 4.0 45 53 5.4 5.5 4.8 5.1 6.3 5.5
22 Savings dep«:mts5 .............. 3.2 3.0 3.1 33 33 3.0 3.0 35 3.0

1. These series have been revised to reflect new benchmark adjustments and

revised seasonal factors as well as some revisions of reported data. Historical
tables containing revised data for earlier periods may be obtained from the
Banking Section, Division of Monetary Affairs, Board of Governors of the
Federal Reserve System, Washington, D.C. 20551,

These data also appear on the Board’s G.6 (406) release. For address, see inside
front cover.

2. Annual averages of monthly figures.
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3. Represents accounts of individuals, partnerships. and corporations and of
states and political subdivisions.

4. Accounts authorized for negotiable orders of withdrawal (NOW) and ac-
counts authorized for automatic transfer to demand deposits (ATS). ATS data are
available beginning December 1978.

5. Excludes ATS and NOW accounts, MMDA and special club accounts, such
as Christmas and vacation clubs.

6. Money market deposit accounts.



Al6 Domestic Financial Statistics 1 April 1988

1.23 LOANS AND SECURITIES All Commercial Banks'
Billions of dollars; averages of Wednesday figures

1987" 1988
Category
Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Jan.
Seasonally adjusted
1 Total loans and securities®. .. ..... 2,120.1 | 2,130.7 | 2,152.0 | 2,166.0 | 2,176.7 | 2,181.3 | 2,199.0 | 2,214.7 | 2,227.6 | 2,232.1 | 2,230.6 | 2,242.0
2 U.S. government securities ...... 314.7 315.4 318.1 3213 321.3 322.9 328.5 3313 331.7 3311 333.2 334.1
3 Other securities. . ............... 192.0 193.1 194.4 195.5 195.9 194.3 193.7 193.7 194.2 196.2 196.0 194.0
4 Total loans and leases? . ......... 1,613.5 1,622.3 1,639.6 | 1,649.3 1,659.6 1,664.1 1,676.8 1,689.8 1,701.7 1,704.8 1,701.4 1,713.9
5 Commercial and industrial yeee 548.0 546.2 549.1 551.9 554.4 553.6 554.0 559.0 562.8 563.1 565.5 568.5
6 Bankers acceptances held” . .. 5.0 4.7 4.8 4.8 4.6 4.5 53 5.4 5.6 4.6 43 4.5
7 Other commercial and
industrial ............... 543.0 541.5 544.3 547.1 549.8 549.1 548.7 553.6 557.3 558.5 561.2 564.0
8 U.S. addressees®. .. TR 534.3 533.2 536.0 539.0 541.3 540.8 540.5 545.6 549.3 550.9 553.0 555.0
9 Non-U.S. addressees” .. ... 8.8 8.3 8.3 8.1 84 8.4 8.2 8.0 8.0 7.6 8.2 8.9
10 Real estate 509.7 517.1 524.8 532.6 542.6 549.6 556.8 561.7 569.4 576.2 582.3 586.9
11 Individual. 316.0 316.8 317.8 319.1 3189 319.7 321.5 322.8 324.1 325.0 325.9 3278
12 Secwrity .............co....nn 39.8 40.1 44.6 43.6 4.0 439 454 46.1 47.1 39.3 33.6 36.6
13 Nonbank financial
Institutions ............... 35.1 354 356 358 34.6 329 32.0 31.8 2.1 323 23 32.0
14 Agricultural .................. 30.7 30.2 29.9 30.0 30.0 29.8 29.7 29.6 29.6 294 293 29.4
15 State and political
subdivisions .............. 56.4 56.6 56.4 56.2 559 55.3 54.5 54.5 54.1 534 51.2 53.9
16  Foreign banks .. .. .. 9.5 9.1 9.3 93 9.6 9.0 9.1 9.2 9.6 8.8 8.2 8.3
17  Foreign official institutions. .. .. 6.2 6.8 6.8 6.1 5.8 5.7 5.7 5.7 5.8 5.7 56 5.7
18  Lease financing receivables .. .. 22.5 22.7 23.3 23.7 239 239 24.0 24.1 243 24.5 24.8 25.0
19 Allotherloans................ 393 41.2 42.0 41.1 399 40.5 44.0 452 42.7 47.1 42.7 41.6
Not seasonally adjusted
20 Total loans and securities?. . ...... 2,124.0 | 2,130.7 | 2,153.1 | 2,163.4 | 2,173.7 | 2,172.8 | 2,188.8 | 2,211.6 | 2,222.4 | 2,231.3 | 2,247.0 | 2,254.7
21 U.S. government securities ... ... 3193 317.4 318.0 320.0 3i8.4 322.1 3283 331.3 329.3 331.0 333.1 335.6
22 Other securities. ................ 192.7 192.7 194.0 195.5 195.3 193.0 193.6 193.8 193.3 195.6 196.6 196.7
23 Total loans and leases® .......... 1,612.0 | 1,620.6 | 1,641.1 | 1,647.9 | 1,660.0 | 1,657.7 | 1,666.9 | 1,686.6 | 1,699.8 | 1,704.7 | 1,717.3 | 1,722.4
24 Commercial and industrial . ... 547.3 550.7 552.8 554.4 555.9 551.3 549.5 555.7 558.7 562.0 569.6 568.1
25 Bankers acceptances held® . .. 5.0 4.6 4.8 48 4.7 4.6 5.3 55 5.4 4.6 4.4 43
26 Other commercial and
industrial .. ........a.ls 542.3 546.1 548.0 549.6 551.2 546.7 544.2 550.2 553.3 557.4 565.2 563.8
27 U.S. addressees®. ... ....... 533.8 537.9 539.9 541.4 542.7 538.1 535.9 542.1 545.2 549.2 557.0 555.7
28 Non-U.S. addressees‘ ....... 8.5 8.1 8.2 8.2 8.5 8.6 8.3 8.2 8.1 8.2 8.2 8.1
29 Realestate................... 509.1 516.4 523.9 532.0 542.4 549.7 556.8 562.4 570.0 576.8 583.2 587.3
30 Individual. | 3154 313.8 315.0 316.5 316.9 318.4 321.5 3243 325.7 326.7 330.2 331.2
31  Security 384 39.6 46.4 43.9 454 433 43.3 44.8 45.6 39.4 35.3 375
32 Nonbank fi
institutions ............... 341 343 35.5 35.6 34.7 32.7 31.9 323 322 327 33.6 323
33 Agricultural .. ... 29.7 29.2 29.1 29.7 30.3 30.5 30.6 30.7 30.4 29.6 29.1 28.7
34  State and political
subdivisions .............. 57.8 57.6 56.9 56.2 55.5 54.5 53.9 53.7 53.2 52.3 51.2 539
35 Foreignbanks................ 9.8 2.0 8.9 9.0 9.5 9.0 8.9 9.5 9.8 8.8 8.6 8.5
36 Foreign official institutions. . ... 6.2 6.8 6.8 6.1 58 57 5.7 5.7 5.8 5.7 5.6 57
37  Lease financing receivables .. .. 227 29 23.5 23.8 24.0 239 23.9 24.0 239 2422 24.8 25.2
38 Allotherloans................ 41.5 40.3 424 40.7 39.6 38.7 40.8 43.6 44.4 46.4 46.2 44.1
1. Data have been revised because of benchmarking and new seasonal factors. 2. Excludes loans to commercial banks in the United States.
Back data are available from the Banking and Monetary Statistics section, Board 3. Includes nonfinancial commercial paper held.
of Governors of the Federal Reserve System, Washington, D.C. 20551. These 4. United States includes the 50 states and the District of Columbia.

data also appear in the Board’s G.7 (407) release.
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Commercial Banking Institutions Al7
1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS'
Monthly averages, billions of dollars
1987 1988
Source
Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Jan.
Total nondeposit fundf
1 Seasonally adjusted” ...................... 159.7 165.4 161.6 170.8 167.1 160.3 166.6 177.2 176.2 173.6 176.9 177.3
2 Not seasonally adjusted ................... 162.3 166.5 161.1 170.9 164.0 156.6 166.7 177.6 176.2 175.9 177.8 177.7
Federal funds, RPs, and other
borrowings from nonbanks
3 Seasonally adjusted ...... 172.0 171.9 172.1 170.5 168.3 167.2 167.1 165.0 164.6 165.7 161.8 169.0
4  Not seasonally adjusted 174.5 173.0 171.6 170.6 165.2 163.6 167.2 165.4 164.7 168.1 162.7 169.4
5 Net balances due to foreign-related
institutions, not seasonally adjusted....... -12.3 -6.5 | -10.5 .2 -1.2 -6.9 -4 122 11.5 7.8 15.1 83
MEeMo
6 Domestically chartered banks’ net positions
with own foreign branciles,
not seasonally adjusted® ................. -23.8 | —21.1 | —23.0 | —155 | —155 | =222 | =177 | —11.8 | <147 | —-17.1 | —14.0 | —17.4
7  Gross due from balances 68.3 66.0 70.5 68.5 67.1 66.4 64.5 63.8 67.7 70.4 69.6 72.1
8 Grossduetobalances..................... 44.5 4.9 47.5 53.0 51.5 4.2 46.8 52.0 53.0 53.3 55.5 54.7
9 Foreign-related institutions’ net positions
with directly related institutions,
not seasonally adjusted” ................. 11.5 14.6 12.5 15.7 14.3 15.3 17.3 24.0 26.2 24.9 29.2 25.6
10 Gross due from balances................... 73.9 71.7 73.1 75.8 77.4 774 77.6 77.2 79.7 83.2 79.8 85.2
11 Grossduetobalances..................... 85.4 86.3 85.6 91.5 91.7 9.7 94.9 101.3 105.9 108.0 109.0 110.8
Security RP borrowings
12 Seasonally adjusted” ...................... 97.9 96.4 99.2 9.9 | 101.8 103.0 105.2 107.5 107.6 106.9 106.2 108.5
13 Not seasonaily adjusted ................... 100.4 97.4 98.7 100.0 98.7 9.4 105.3 107.9 107.7 109.2 107.1 108.9
U.S. Treasury demand balances’
14  Seasonally adjusted .............cooiianns 227 18.9 214 25.3 26.9 24.4 28.5 24.9 34.2 35.7 26.1 18.6
1S Not seasonally adjusted ..... PEEERECERRRIPS 28.6 17.1 21.6 30.8 25.5 26.6 21.6 25.5 30.7 258 224 24.9
Time deposits, $100,000 or more
16  Seasonally adjusted ..... S 354.2 355.9 358.9 365.7 372.1 372.5 372.3 373.0 380.5 387.0 389.2 389.1
17 Not seasonally adjusted ................... 354.1 357.7 | 358.5 366.3 | 371.4 | 3700 | 371.8 | 3732 | 380.4 | 387.0 | 389.3 | 390.2

1. Commercial banks are those in the 50 states and the District of Columbia
with national or state charters plus agencies and branches of foreign banks. New
York investment companies majority owned by foreign banks, and Edge Act
corporations owned by domestically chartered and foreign banks.

Data have been revised because of benchmarking to new Call Reports and to
new seasonal factors. Back data are available from the Banking and Monetary
Statistics section, Board of Governors of the Federal Reserve System, Washing-
ton, D.C. 2055t

These data also appear in the Board’s G. 10(411) release.

2. Includes seasonally adjusted federal funds, RPs, and other borrowings from
nonbanks and not seasonally adjusted net Eurodollars.

3. Other borrowings are borrowings on any instrument, such as a promissory
nate or due bill, given for the purpase of borrowing money for the banking
business. This includes borrowings from Federal Reserve Banks and from
foreignbanks, term federal funds, overdrawn due from bank balances, loan RPs,
and participations in pooled loans.

4. Averages of daily figures for member and nonmember banks.

5. Averages of daily data.

6. Based on daily average data reported by 122 large banks.

7. Includes U.S. Treasury demand deposits and Treasury tax-and-loan notes at
commercial banks. Averages of daily data,

8. Averages of Wednesday figures.
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1.25 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS Last-Wednesday-of-Month Series!
Billions of dollars
1987" 1988
Account
Mar. Apr. May June July Aug. Sept Oct. Nov Dec Jan.
ALL COMMERCIAL BANKING
INSTITUTIONS?
1 Loans and securities .................. 2,286.1 2,314.2 2,325.8 2,321.0 2,331.6 | 2,348.8 2,374.8 2,402.4 2,389.9 2,430.5 2,415.2
2 Investment securities.....,.......... 484.6 491.7 494.5 492.7 497.1 501.1 501.7 503.8 508.0 5144 515.2
3 U.S. government securities ........ 299.6 305.6 307.4 304.6 309.4 313.7 313.8 316.0 317.3 321.4 3229
4 Other.......oovieiiiiia i 185.0 186.1 187.0 188.0 187.7 187.4 187.9 187.9 190.7 193.1 192.4
5  Trading account assets .............. 25.3 23.4 21.4 20.2 20.4 19.5 19.5 19.6 20.3 16.9 18.3
6 Totalloans..................oevnnns 1,776.3 | 1,799.2 | 1,810.0 | 1,808.2 | 1,814.1 | 1,828.2 | 1,853.6 | 1,878.9 | 1,861.6 | 1,899.2 | 1,881.6
7 Interbank loans................... 158.6 154.0 161.8 150.7 156.5 160.8 157.4 172.9 162.0 172.1 160.5
8 Loans excluding interbank ......... 1,617.7 | 1,645.2 | 1,648.1 | 1,657.5 | 1,657.6 | 1,667.5 | 1,696.2 | 1,706.1 | 1,699.7 | 1,727.2 | 1,721.1
9 Commercial and industrial ....... 551.4 551.9 555.1 554.6 548.1 548.2 560.7 559.7 s61.1 576.4 565.3
10 Realestate ..................... 517.2 526.4 533.8 544.4 552.9 558.2 564.1 571.7 577.4 586.3 588.5
11 Individual. . 313.8 316.3 316.9 317.3 319.4 322.1 325.3 326.7 3269 332.4 330.8
12 All other 235.4 250.6 2423 241.1 237.2 239.0 246.0 248.0 234.3 232.4 236.5
13 Total cash assets. ..................... 205.8 211.6 231.9 214.2 208.4 210.7 223.8 223.5 215.2 232.5 209.6
14  Reserves with Federal Reserve Banks. 30.7 29.4 37.5 33.5 325 37.3 32.9 38.3 338 36.2 33.3
15 Cashinvault....................... 228 240 25.1 24.2 24.5 24.7 24.5 25.0 24.0 28.5 25.8
16  Cash items in process of collection . .. 68.3 74.8 81.6 4.7 69.0 65.9 81.6 9.0 76.1 799 70.7
17 Demand balances at U.S. depository
institutions ... 320 33.1 36.5 30.4 31.0 30.8 32.7 323 329 36.6 31.4
18 Othercashassets................... 519 50.3 51.2 51.4 51.5 52.1 52.1 48.9 48.4 51.4 48.5
19 Otherassets.............coooveeiunnn, 198.9 199.2 203.7 197.4 182.5 184.5 193.6 186.3 187.5 184.0 176.0
20 Total assets/total liabilities and capital. ... | 2,690.8 2,724.9 2,761.4 2,732.6 2,722.6 2,744.0 2,792.2 2,812.2 2,792.6 2,847.1 2,800.7
21 DEPOSILS . o vvvivvisieaiieeiniainnaes 1,903.0 | 1,9228 | 19425 | 1,927.4 | 1,928.8 | 1,930.4 | 1,972.4 | 1,970.2 | 1,974.1 | 2,009.1 | 1,968.1
22  Transaction deposits ................ 569.7 591.6 598.1 579.6 575.3 574.1 612.4 598.1 592.0 6233 576.0
23 Savings deposits.................... 542.0 537.6 541.0 537.6 538.7 537.9 535.3 531.7 531.1 528.0 531.4
24 Timedeposits ................. ... 791.2 793.6 803.4 §10.1 814.8 818.4 824.7 841.4 851.0 857.9 860.6
25 Borrowings..... 415.4 420.2 429.9 419.5 414.6 426.4 416.3 435.7 420.1 426.2 443.2
26 Other liabilities 186.2 194.1 200.0 202.0 202.5 209.6 2247 225.5 218.9 231.5 208.7
27 Residual (assets less liabilities) ......... 186.2 187.8 189.0 183.7 176.7 177.6 178.8 179.8 179.5 180.4 180.7
MEeMo
28 U.S. government securities (including
trading account) .................. 316.8 3194 321.0 317.0 323.8 326.8 32717 329.9 331.7 332.4 336.9
29 Other securities (including trading ac-
COUNE) ..oviint i iiinenans 193.0 195.6 194.8 195.8 193.8 193.8 193.5 193.5 196.6 198.9 196.7
DOMESTICALLY CHARTERED
COMMERCIAL BANKS?
30 Loans and securities .................. . 2,152.0 | 2,160.3 | 2,157.0 | 2,162.8 | 2,179.6 | 2,1954 | 2,218.6 | 2,213.8 | 2,238.5 | 2,231.2
31 Investment securitie . 468.1 469.5 468.1 472.1 476.2 475.9 478.7 482.6 488.3 487.0
2 U.S. Treasury securities 3 295.5 296.9 295.1 299.4 303.5 302.9 305.7 306.4 311.0 311.3
kX) Other................... . 172.6 172.5 173.0 172.7 172.6 173.0 173.0 176.2 177.3 175.8
34 Trading account assets ... . 23.4 214 20.2 20.4 19.5 19.5 19.6 20.3 16.9 18.3
35 Totalloans......................... . 1,660.5 1,669.5 1,668.7 1,670.3 1,684.0 1,700.0 1,720.3 1,711.0 1,733.3 1,725.9
36 Interbank loans.............c...... X 124.3 128.7 120.9 122.0 128.6 125.0 133.3 130.5 135.3 131.0
37 Loans excluding interbank ......... 1,514.2 | 1,536.3 | 1,540.8 | 1,547.8 | 1,548.3 [ 1,555.4 | 1,575.0 | 1,587.0 | 1,580.4 | 1,598.0 | 1,594.9
38 Commercial and industrial ....... 474.5 473.4 475.1 471.3 465.2 464.4 470.2 470.6 472.0 479.4 4726
39 Real estate 509.2 517.8 525.0 535.5 543.5 548.4 554.0 561.9 567.3 575.0 577.1
40 Individual . 3135 316.0 316.5 317.0 319.1 321.8 325.0 326.4 326.6 332.1 330.5
41 Allother...................c.e 2171 229.1 2242 224.0 220.4 220.8 225.8 228.1 214.6 211.6 2147
42 Total cash assets...................... 189.3 195.2 2154 197.7 191.6 192.7 204.8 207.8 199.3 214.9 191.9
43 Reserves with Federal Reserve Banks. 29.7 27.2 35.9 32.1 313 36.2 30.9 36.5 31.5 35.1 317
44 Cashinvault....................... 2.8 24.0 25.0 24.1 24.4 24.6 24.4 24.9 24.0 28.4 25.7
45  Cash items in process of collection ... 68.0 74.3 81.2 74.2 68.5 65.4 81.0 78.4 75.7 79.5 70.2
46 Demand balances at U.S. depository
institutions . .. .......... ... 30.4 31.3 34.5 28.7 293 29.2 30.8 30.6 31.4 34.7 29.7
47 Othercashassets................... 38.4 38.5 38.8 38.6 38.0 37.2 37.7 37.3 36.7 37.3 34.6
48 Otherassets............cocvvunvnenn.. 142.1 142.6 1423 132.8 120.5 119.9 134.2 130.0 123.7 127.2 118.8
49 Total assets/liabilities and capital . ... .... 2,456.8 | 2,489.7 | 2,517.9 | 2,487.5 | 2,474.9 | 2,492.2 | 2,534.5 | 2,556.4 | 2,536.8 | 2,580.7 | 2,542.0
50 DepOSits .. ovviti e 1,844.4 | 1,860.7 | 1,880.1 | 1,865.7 | 1,868.3 | 1,868.8 | 1,910.3 | 1,909.1 | 1,912.4 | 1,944.6 | 1,905.9
51 Transaction deposits . 562.3 583.7 590.0 571.4 567.4 566.0 603.9 589.5 583.7 614.9 567.7
52 Savings deposits 540.0 535.6 539.0 535.6 536.6 535.7 533.2 529.5 528.8 525.7 529.1
53  Time deposits 742.1 741.5 751.1 758.7 764.3 767.1 773.3 790.1 799.9 804.1 809.1
54 BOITOWINES. ..o vveunvieeennenennss 320.3 328.2 336.3 327.0 318.9 333.0 324.7 345.7 3232 331.9 344.7
55 Other liabilities ..............covvuvens 109.2 116.2 115.8 114.4 114.2 116.0 123.8 125.0 124.8 127.0 113.9
56 Residual (assets less liabilities) ......... 182.9 184.6 185.7 180.5 173.5 174.4 175.6 176.6 176.3 1772 177.5

1. Data have been revised because of benchmarking to new Call Reports
beginning July 1986. Back data are avaifable from the Banking and Monetary
Statistics section, Board of Governors of the Federal Reserve System, Washing-
ton, D.C., 20551.

Figures are partly estimated. They include all bank-premises subsidiaries and
other significant majority-owned domestic subsidiaries. Loan and securities data
for domestically chartered commercial banks are estimates for the last Wednes-
day of the month based on a sample of weekly reporting banks and guarter-end

condition report data. Data for other banking institutions are estimates made for
the last Wednesday of the month based on a weekly reporting sample of
foreign-related institutions and quarter-end condition reports.

2. Commercial banking institutions include insured domestically chartered
[ ial banks, br and agencies of foreign banks, Edge Act and
Agreement corporations, and New York State foreign investment corporations.

3. Insured domestically chartered commercial banks include all member banks
and insured nonmember banks.
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Weekly Reporting Commercial Banks A19

1.26 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $1.4 Billion or More on
December 31, 1982, Assets and Liabilities

Millions of dollars, Wednesday figures

1987
Account
Nov.4 | Nov. 1l [ Nov. 18 | Nov.25 | Dec.2 Dec.9 | Dec. 16 | Dec. 23 | Dec. 30
L Cash and bal due from depository institutions ....... 104,047 1 106,338 | 100,794 99,175 | 108,378"]  97,636"| 105,037 106,811") 113,394
2 Total loans, leases, and securities, met .................... 1,029,460 | 1,020,093"] 1,020,636"{ 1,014,084"| 1,023,781"| 1,012,808") 1,024,791"| 1,016,071"| 1,024,441
3 U"IS‘. '(fireasury and government agency .................. 1}2,718 l}g,g;g l}%ggg 1}721;523 ll‘;,gg‘;’ 1}3(7)3%’ 118,436 Hg,%”ﬂ’ 116,62
4 rading aCoUnt ...........iiiiiiiiiei s 666 A 5, 4, 15, . 13,483 12,242 110
5 ln\(')estmem account, by maturity ............ ...l log,ggi 101,625 l(l)ggg7 103,096 § 103,9817] 104,3057[ 104,953"| 105,996 105,658
6 NE YEAT O IESS . overvniiieeeiaaiannesreens 15, 15,98 934 15,798 16,193 16,075 16,075 16,034 15,891
7 Over one through five years ...............oooiat 44,412 44,332 44,997 44,952 45,854 46,142 46,773 46,730 46,705
8 Over five years ........ 41,757 41,385 42,525 42,346 41,933 42,086 42,102 43,230 43,060
oniumtinL S| el i) an) aw) e am dw) o
10 Trading account ..... N S 4 2 5 . - 2,230 8 2
Il Investment account .... 65,975 66,031 66,357 66,486 66,1737 66,175 66,066 66,0641 66,417
12 States and poli}ical subdivisi 4;,846 4;.;92 47.538 4;;1; 4§.ﬁg 4%.20] 47,083 46,982 47,%%
13 Oneyear orless .........coiiiiiiiiiinasnnenanss 212 vl 5,227 . \ 192 5,187 5,186 S,
14 OVEF ONE YEAT - evvreraentnireenraarrnrrensns 42,633 42,580 42,370 42,322 42,112 42,008 41,896 41,796 41,811
15 Other bonds, corporate stocks, and securities ........ 18,129 18,234 18,759 18,945 18.917" 18,974" 18,982" 19,083" 19,404
16 Other trading account @ssets ............covevuecneroens 2,960 3,027 3,114 3,293 3,161 2,869 2,629 2,675 2,880
17 Federal funds sold' Ot Zz,g%g 33‘181 %.%g 6!,3%2 6;?23 59,129 2,172 56,107 63,52;
18 Tocommercial banks .........cccoviiiiirniinninnans s ,00: X 37,024 43, 36,279 ,741 35,884 44,2
19  To nonbank brokers and dealers in securities .......... lg,‘lég 20.9(7)% lglg% 16,6?7 17.#2 15,957 14,5(2)6 13,776 13,109
20 TOOhers .....c.vveiinneiiniimnaeiiieiiaeennia X 8,2 R 7,712 6,774 6,893 6,925 6,447 6,231
21 Other loans and leases, ross ............oooeveueennnens 805,708: 8()2,686: 802,8!4: 801,693: 804,288: 802.283: 807,894: 809.020: 810,060
O | B M medl e po By e S
24 Bankers acceptances and commercial paper ........ 2,289 2,275 2,353 2,224 2,180 2,2 2,063 1,99 2,010
25 Allother ... e 274,628"| 274,075"| 274,204°| 273,4217| 274,4857| 273,738| 275,5947 276,384| 277,489
26 U.S. addressees ..............cooviiiiiieiinn, 271,598 271,0017] 2712547) 270.4627| 271495| 270,676'| 272,5497| 273,295'| 274,507
27 Non-U.S. addressees ......oocoveniininroennnn. 3,030 3,075 2,950 2,959 2,990 3,061 3,045 3,089 2,982
28 Real €State 10anS «......vvvvinivnivreenninesinnnns 2412617 242,024 242,7557| 243,1117| 243,5777| 243,7787| 244,746"| 2454207 245894
29 Revolving, home equity z’llgg%gr I;ﬁgr 2%,?‘%’ 214.678, 2;3,7§4r 215 (8)26g
30 AN O, o ver et $ 5 229, X 30,07 636/ 30,
31 To individuals for personal expenditures ............. 142,5200f  142,5677| 142,333| 142,3217] 142,4487| 142,896"| 143,944’| 144,953"| 144,541
32 To depository and financial institutions .............. 51,3477 51,0200)  50,739°F  49,766' 50,652  50,494'| 50,516’ 50,295 50,062
33 Commercial banks in the United States .. 22,429 22,735 22,058 22,1127 22,4227 21,993} 22,006 21,6947 21,723
34 Banks in foreign countries ..........oiivirraaanan 5,289 4,770 4,970 4,314 4,400 4,516 4,225 4,506 4210
35 Nonbank depository and other financial institutions . 23,628 23,514 23,711 23,341 23,647 23,803 24,1027 239127 24,128
36 For purchasing and carrying securities 14,679 12,650 12,407 12,488 12,898 12,507 13,064" 12,792 12,861
37 To finance agricultural production ...... 5,601 5,504 5573 5,508 5,531 5,522 5,557 5,560 5,713
38 To states and political subdivisions ................. 31,474 31,366 31,443 31,301 31,124 30,894 30,807 30,609 30,413
39 To foreign governments and official institutions ...... 2,888 2,840 2,844 2,813 2,799 2,752 2,810 2,734 2,660
40 AN Other ... ..o it i 19,0247 18,184 17,985 18,534" 18,656" 17,488" 18,714 18,075" 18,099
41 Lease If}mmcin%l receivables ...l lz,ggg: 22‘18;: 20,&7)?: 20,.%03: 13‘9‘;3: 20.(5);1: 22,(5);5 20,20(}: 20,2%(8)
42 LESS: Uneamned inCOME .......cevvuanrvnveoinieneienns . ,59. 4, 4,54 X 4,523 y 4,545 4,
43 Loan and lease reserve ...........oveiiiiiiennns 34,336 34,356 34,318 34,152 34,498 34,439 34,351 34,108 33,925
44 Other loans and leases, Net ..........c.coeniieinoenennn. 7667757 763,7277] 763,8847| 762,782 765,531 763,561"| 769,259 770,607°1 771,948
45 AN Other assets .......coenvevnerireninariieuneencenas 127,818 1254627 124,1547| 1197587 121.954"| 120,564"| 124,5017| 121,937"| 122,137
46 Total BSSeLS . ... .. oo vuenneninanes it 1,261,325 1,251,802") 1,245,584°( 1,233,016| 1,254,113"| 1,231,008") 1,254,330| 1,244,819"| 1,259,988
47 Demand depoSits .............civiiiieeiiiiiiiiiiennn 234,023 | 223,223 224,965 | 217,809 | 225,6667| 213,082"| 237.8147| 230,206"] 239,164
48 Individuals, partnerships, and corporations ............ 180,167 | 175,482 1 173,804 | 171,882 177,824 | 168,885 183,331 180,792 | 184,002
49  States and political subdivisions ............... ...l 5,493 5,140 5,344 5,601 5,658 5,193 6,192 6,096 5,887
50 U.S. GOVEMMEN! .........i..oviiinieinneiirnorenans 4,581 1,460 3,852 2,190 1,474 1,364 3,716 3,427 3,139
S} Depository institutions in the United States ............ 24,947 25,261 24,805 23,154 23,529 21,663" 27,731" 23,980" 26,991
52 Banks in foreign countries ...l 6,928 6,445 6,604 6,467 7,090 7.017 6,499 6,652 6,883
53 Foreign governments and official institutions ........... 810 848 651 755 809 763 1,035 689 1,199
54  Certified and officers’ checks ......................... 11,098 8,587 9,906 7,761 9,282 8,195 9,309 8,570 11,063
55 Transaction bal other than d d deposits ........ 62,477 61,824 61,228 60,792 62,753 62,306 62,399 62,574 62,235
56 Nontransaction balances ...............cooviiinienannns 535,335 535,904 | 536,595 | 535,801 | 536,090 | 536,826| 536,098 536,529 534,985
57  Individuals, partnerships, and corporations ............ 498,289 | 499,007 | 499,467 | 498,327 499,014 1 499,662 | 498,785 | 498,816 497334
58 ISJtaStes and political subdivisions .............ccoaeiin 25,%; 25,;32 25,088 25,;;; 25.%% 25 ,%92 25,381 25,§§5 25,37(2)
59 S.government ..., 764 63 910 8 89,
60 Depository institutions in the United States ............ 10,095 10,165 10,452 10,451 10,429 10,278 10,208 10,580 10,602
61 Foreign governments, official institutions, and banks . ... 833 825 824 834 846 831 815 810 788
62 Liabilities for lfmrrowgg money ... Banis 258,(3)2(5)’ 259"2‘6].3’ 250,948’ 245,596" 257,‘1‘?‘3&’ 242,752 246,5637 242,4177 250,072
63  Borrowings from Federal Reserve Banks .............. 36 330 630 565 185 430
64 Treasury tax-and-loan notes .......... FREERTPERIRETRS 14,033 20,490 16,626 16,895 16,117 5,382 12,394 22,168 23,170
65  All other liabilities for borrowed money”............... 243,662 238,663| 233,9527| 228,370"] 240,651"1 236,740’ 233,604"} 220,064" 226,321
66  Other liabilities and subordinated note and debentures .. 92,020" 91,586" 92,244" 94,2027 92,820" 95,6127 91,834” 93,468" 94,630
67 Total libilities ............. ..ot 1,181,895"| 1,171,951°| 1,165,978"| 1,154,2007( 1,174,513"| 1,150,579") 1,174,709| 1,165,195"| 1,181,087
68 Residual (total assets minus total liabilities)® ............. 79,430 79,942 79,606 78.816 79,600 80,429 79,621 79,624 78,901
MEeMo
69 Total loans and Jeases (gross) and inve}tmcnts adjusted® ..| 999,137 996,311| 997,505"| 993,858"| 997,219 993,510 996,931"| 997,157"] 996,859
70 Total loans and leases (gross) adjusted® ................. 810,888" 809,126"| 806,7637| 803,980"1 806,082"| 803,141"| 807,319"| 807,549") 807,677
71 Time deposits in amounts of $100,000 0r more ........... 172,558 | 172,597 | 172,906 | 172,866 [ 171,172 172,264 | 172,002 | 173,729 | 173,501
72 Loans sold outright to affiliates—total® .................. 1,708 1,718 1,778 1,812 1,731 1,699 1,557 1,500 1,366
73 Colrlnmercial and industrial ............ o0 ligg l,Zgyg l,gé 1,352 1,%(7)0 1,245 1,126 1,080 1,057
S €417 P S . 4! 460 1 454 431 420 309
75 Nontransaction savings deposits (including MMDAs) 24976 224971 | 225,070 | 224,050 225,674 225,236 | 224,754 1 223,278 | 222,410
1. Includes securities purchased under agreements to resell. 4. Exclusive of loans and federal funds transactions with domestic commercial
2. Includes federal funds purchased and securities sold under agreements to banks.
repurchase;forilnfonnation on t)t]hese ]3iabilities at banks with assets of $1 billion or 5. Loarllij sold arebthose sold outright to a bank’s own foreign branches,
more on Dec. 31, 1977, see table 1.13. nonconsolidated nonbank affiliates of the bank, the bank's holding company (if
3. This is not a measure of equity capital for use in capital-adequacy analysis or not a bank), and nonconsolidated nonbank subsidiaries of the holding company.

for other analytic uses.
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A20 Domestic Financial Statistics [J April 1988

1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities

Miltions of dollars, Wednesday figures except as noted

1987
Account
Nov.4 | Nov. I1 { Nov. 18 { Nov. 25 | Dec.2 | Dec. 9 | Dec. 16 | Dec. 23 | Dec. 30
1 Cash balances due from depository institutions .................. 25,488 26,426 23,107 22,068 25,598 25,475 24,132 25,476 29,583
2 Total loans, leases and securities, met! L. 219,1927 | 214,775 | 215,004" | 210,788" | 216,198" | 210,923" | 216,740” | 211,881" | 215,505"
Securities
3 U.S. Treasury and government agency?® 0 0 0 0 0 [} 4] 0 0
4  Trading account® .................... 4] 0 0 4] 0 0 [ 0 0
5 Investment account, by maturity .... 14,141 13,821 14,368 13,718 14,311 14,224 14,451 14,333 14,553
6 One yearorless ................ 441 1,469 1,517 1,498 1,452 1,417 1,523 1,245 1,381
7 Over one through five years ...... 4,216 4,122 4,640 4,663 4,681 4,608 4,609 4,643 4,707
8 Over five ygars 8,483 8,230 8,212 7 557 8,178 8,19 8,319 8,445 8,465
9 Other securities 0 0 0 0 0 0
10  Trading account 0 0 0 0 0
11 Investment account .. 16,572 16,657 16,736 16,753 16,926 16,953 17,029 16,927 17,144
12 States and political sub 13,482 | 13,453 13,355 | 13,291 13,262 13,258 13,262 13,274 13,302
13 One year or less .. 788 795 786 775 87 880 865 879 868
14 Overone year .................... 12,694 | 12,659 12,568 | 12,515 12,387 12,379 12,397 12,395 12,434
15 Other bonds, corporate ,090 3,203 3,381 3,462 3, 46 , 766 3,653 3,842
16 Other trading acCOURt @SSElS” ... ... .. .o uiiiiiii i 0 0 0 0
Loans and leases
17 Federal funds sold® 29,539 | 30,165 | 26,826 | 30,182 | 26,163 | 28,858 | 24,645 | 26,753
18 To commercial banks .........ooiviiiiiiiiiniiiiiiiiaa 14,259 | 11,479 | 14,241 11,953 15,313 11,985 16,333 12,412 15,081
19  Te nonbank brokers and dealers in securities .................. 11,826 12,850 10,959 9, 10,779 .5 8,947 8,312 8,320
20 Toothers ........oc.veiinvunenieniiinnns 5,354 5,2 4,965 4,8! 4,090 s 352
21 Other loans and leases, gross ......... A
22 Other loans, gross ............... s
23 Commercial and industrial , 58,195 ) y
24 Bankers acceptances and commercial paper ............... 438 380 411 358 357 336 318 306 304
25 All other 2,313 2,329 2,353 2,373 2,389 2,407 2,424 2,441 2,463
26 U.S. addressees ..ot 42,3747 | 42,506" | 42,6537 | 42,708" | 42,9727 | 43,209 | 43,668" | 44,2017 | 44,699
27 Non-U.S. addressees ..........c.ooiiivieenniiinenenn,. 58,742 | 58,182 | 57,430 | 56,596 | 57,105 | 56,769 | 57,878 | 57,704 | 58,142
28 Realestate loans ... ... .. iviiiiiiianiiiiiiinnians 58,214 | 57,635 | 56,957 | 56,142 | 56,655 | 56,277 | 57,406 | 57,244 | 57,743
29 Revolving, home equity ..............cooiivieiiiien, 529 547 473 455 450 491 472 460 400
30 Allother. ... ... it 44,687 | 44.836" | 45,0067 | 45,0807 | 45,3617 | 45,616" | 46,002 | 46,642" | 47,162
31 To individuals for personal expenditures .................... 21,3317 [ 21,405" | 21,0377 | 21,1637 | 21,180 | 21,255 | 21,45V | 21,581" | 21,747
32 Ta depository and financial institutions .. 21,9187 | 21,8047 1 21,5417 [ 21,3807 | 21,649 | 21,727" | 21,999" | 21,897 | 21,704"
33 Commercial banks in the United States 11,836" | 12,2227 [ 11,7997 | 11,9977 | 12,185 | 12,088" | 12,208 | 12,253 | 12,196
34 Banks in foreign countries .......... 3,287 ,784 2,968 2,460 2,487 2,682 2,342 2,625 2,316
35 Nonbank depository and other financ 6,795 6,798 6,774 6,923 6,978 6,957 7,449 7,020 7,193
36 For purchasing and carrying securities 5,882 4,394 4,794 5,037 5,560 4,824 5,291 4,944 4,724
37 To finance agricultural production ... 331 324 342 300 297 307 323 284 282
k] To states and political subdivisions .. .. 7,721 7,697 7,770 7,745 7,665 7,502 7,423 7,347 7,386
39 To foreign governments and official institutions .............. 742 638 625 663 610 712 657 597
Al other .. ... e 6,152" 5,801 6,230 6,022" 5,667 5,891" 5.468" 5,780
4] Lease financing receivables ......... 4,512 4,489 4,520 4,485 4,539 4,546 4,554 4,565
42 Less: Unearned income .............. 1,352" 1,365" 1,348" 1,329” 1,338" 1,346" 1,360 1,365"
43 Loan and lease reserve 14,216 | 14,186 4,196 14,237 14,233 14,176 | 14,048 13,975
44 Other loans and leases, net ........... 154,758" | 153,734 | 153,491" | 154,779" | 153,583" | 156,402" | 155,975" | 157,055
45 All other assets® ... ... . ... .. i 58,434" ,18 5,86 57,380" | 53,896" | 55,73¢" | 51,836¢" | 53,385"
40 Total @SSELS. ... ... . vttt e e e 305,858 | 299,635 | 298,296 | 288,726 | 299,176 | 290,294 | 296,608 | 289,192 | 298,474
Deposits
47 Demand deposils ... ......iuiiiiii i i 63,618 | 56,801 | 60,251 | 54,185 | 56,287 | 53,403 | 62,863 | 58,495 | 63,743
48  Individuals, partnerships, and corporations . ................... 44,225 39,952 40,612 38,671 39,683 37,296 43,119 41,654 42,692
49  States and political subdivisions ............. . ... ol 879 1,066 889 791 912 846 968 810 758
50 U.S.gOVEIMMENT .........oniiieriiiiniiieiiiiannineeans 870 261 717 367 192 187 595 566 593
51 Depository institutions in the United States ................... 6,118 5,871 7,116 5,715 5,292 5,434 7,680 5,999 7,573
52 Banks inri};reign COUMMIES &\ v e eve e iseinneraenaanaanareanss 5,623 5,226 5,303 5,223 5,846 5,759 5,337 5,277 5,640
53 Foreign governments and official institutions .................. 671 703 517 587 678 626 889 553 1,061
54 Certified and officers’ checks .......... ..o, 5,232 3,722 5,008 2,831 3,684 3,255 4,274 3,636 5,424
55 Transaction balances other than demand deposits
(ATS, NOW, Super NOW, telephone transfers) ............. 8,073 8,094 8,002 7,932 8,171 8,062 8,163 8,249 8,337
56 Nontransaction balances .............c.cooviviiiiiainiiiiince. 101,446 | 101,376 | 101,404 | 101,097 | 101,566 | 101,144 | 101,300 | 101,225 | 101,540
57  Individuals, partnerships, and corporations .................... 2,300 92,527 92,574 92,342 93,046 92,551 92,737 92,647 92,979
S8 States and political subdivisions .... 6,794 6,530 6,542 6,481 6,238 6,326 6,248 6,127 6,122
59 U.S.government .............. 67 55 57 56 57 60 59 S0 50
60  Depository institutions in the United . 1,870 1,876 1,844 1,833 1,829 1,833 1,886 2, 0]5 2,015
61  Foreign governments, official institutions, and banks ........... 415 388 388 385 395 373 370 373
62 Liabilities for borrowed MOMEY oo vvereeenirinetseiieinnans 70,652 73,380 69,556 | 64,759 | 73,560 { 65,077 | 63,327 | S8, 880 61,299
63  Borrowings from Federal Reserve Banks ..................... 0 0 [} 0 0 0 0
64 Treasury tax-and-loan notes ..............o.iiiiiiiiiiiiant 3,283 5, 007 4,222 4,327 4,173 1,269 3,602 s, 570 5,642
65  All other liabilities for borrowed money® ...................... 67,369 | 68372 | 65,334 | 60,432 | 69,387 | 63.808 | 59.726 | $3.310 | $5.656
66 Other liabilities and subordinated note and debentures ........... 38,767 | 36,398 35,763 | 37,632 36,196 , 37,553 38,953 | 40,347
67 Total diabilities ..............cviiiiiiiiiiiiiii 282,557 | 276,049 | 274,976 | 265,606 | 275,780 | 266,731 | 273,208 | 265,802 | 275,266
68 Residual (total assets minus total liabilities)® .................... 23,301 | 23,586 | 23,321 | 23,120 | 23,396 | 23,562 | 23,401 | 23,390 | 23,208
MEeMo ")
69 Total loans and leases (gross) and mve_;!ments adjusted"’ ........ 208,633" | 206,641 | 204,515 | 202,383" | 204,266" | 202,420" | 203,721" | 202,624” | 203,569"
70 Total loans and leases (gross) adjusted’ .. ....................... 177,9207 | 176,163" | 173,410" | 171,912" | 173,029" ) 171,243" | 172,241" | 171,363" | 171,871"
71 Time deposits in amounts of $100,000 or more 38,448 38,397 | 38,361 | 38,016 37,776 | 37,761 37,476 | 37,881 37,437

1. Excludes trading account securities.
2. Not available due to confidentiality.
3. Includes securities purchased under agreements to resell.
4. Includes trading account securities.

5. Includes federal funds purchased and securities sold under agreements to

repurchase.
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6. Not a measure of equity capital for use in capital adequacy analysis or for
other analytic uses, .
7. Exclusive of loans and federal funds transactions with domestic commercial

banks.

NoTtE. These data also appear in the Board's H.4.2 (504) release. For address,
see inside front cover.



Weekly Reporting Commercial Banks A21

1.30  LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS' Assets and
Liabilities
Millions of dollars, Wednesday figures

1987
Account
Nov. 4 Nov. i1 Nov. 18 Nov. 25 Dec. 2 Dec. 9 Dec. 16 Dec. 23 Dec. 30
1 Cash and due from depository institutions ... 10,434 10,013 10,922 9,970 11,801 9,920 10,326 10,150 10,878
2 Total loans and securities.................. 97,204 96,081 98,486 96,156 96,785 99,280 100,996 102,108 106,201
3 U.S. Treasury and government agency
SECURLES +\veneivninieneniinennnns 7,466 7,29 7,558 7,328 7,681 7,626 7,511 7,370 7,056
4 Other securities. . .. .. 7,402 7,516 7,456 7,450 7,394 7,299 7,341 7,474 7811
5 Federal funds sold” 8,474 8,073 10,615 7,679 6,947 8,988 10,272 9,364 11,688
6 To commercial banks in the United States . 6,730 6,081 8,191 5,663 4,174 6,354 8,152 7,490 10,136
7 Toothers........oooivviiireiieniinenns 1,744 1,992 2,423 2,016 2,772 2,634 2,120 1,874 1,552
8 Other loans, gross ................ | 73,860 73,202 72,857 73,698 74,763 75,367 75,872 77,899 79,645
9  Commercial and industrial 49,111 47,548 48,072 47,700 48,231 49,280 49,217 50,530 52,2527
10 Bankers acceptances and commercial
PAPET . . ettt ie s 3,361 1,553 1,448 1,501 1,488 1,524 1,457 1,528 1,668
13! Allother...............coooiiii 45,751 45,995 46,624 46,199 46,744 47,756 47,760 49,002 50,584"
12 U.S. addressees .................... 43,421 43,597 44,234 43,743 44,400 45,281 45,192 46,751 48,526
13 Non-U.S. addressees. . 2,330 2,398 2,391 2,456 2,344 2,475 2.568 2,251 2,183
14 To financial institutions.................. 15,597 15,815 15,605 16,805 16,618 16,237 16,279 16,901 16,766
15 Commercial banks in the United States. . 11,644 11,872 1,437 12,688 12,218 11,806 11,924 12,429 12,153
16 Banks in foreign countries ............. 1,012 913 1,133 1,093 1,288 1,272 1,223 1,208 1,245
17 Nonbank financial institutions .......... 2,940 3,029 3,035 3,024 3,112 3,159 3,132 3,264 3,368
18  To foreign governments and official
INSLULONS .. .. .oveni i 388 400 407 403 401 411 398 400 418
19  For purchasing and carrying securities .. .. 2,062 2,339 1,655 1,738 1,991 1,971 2,200 2,201 2,121
20 Allother.........ovcovniiiininnnn., . 6,701 7,100 7,118 7,052 7,522 7,468 7,777 ,866 7,962
21 Other assets (claims on nonrelated parties) .. [ 28,927 31,776 31,619 31,805 31,787 31,798 31.264 31,427 31,500
22 Net due from related institutions . .. 15,953 14,071 13,816 16,081 14,182 13,879 12,498 13,256 12,676
23 Total @SSES «.vvvvveneevinirerienenennis 152,517 151,942 154,844 154,012 154,555 154,877 155,084 156,942 161,255
24  Deposits or credit balances due to other
than directly related institutions ... ... 42,747 42,397 41,917 41,849 41,773 42,366 43,088 43,349 44,244
25  Transaction accounts and credit balances® . 3,527 3,341 3,221 2,918 2,841 3,092 3,206 3,033 3,461
26 Individuals, partnerships, and
COMPOTALIONS. . . vvvvvvnevnnennenn.s 1,865 1,908 1,932 1,714 1,709 1,969 1,876 1,909 1,895
27 Other.. ..o iy 1,662 1,432 1,289 1,204 1,132 1,123 1,330 1,124 1,566
28  Nontransaction accounts®. . .............. 39,219 39,056 38,696 38,931 38,932 39, 274 39, 882 40,315 40,783
29 Individuals, partnerships, and
COTPOTALIONS. . ..o v ovviinennnnns 31,889 31,954 31,655 31912 31,234 31,430 32,290 32,718 33,190
30 Other........ooviiiiiiii i, 7,330 7,102 7,042 7,018 7,699 7,844 7,592 7,597 7,593
31 Borrowings from other than directly
related institutions ................ 56,494 54,297 57,873 58,464 58,777 56,187 56,865 54,285 56,753
32 Federal funds purchased” ................ 27,448 25,598 28,195 27,249 28,495 25,886 25,380 22,167 24,201
33 From commercial banks in the
United States..................... 17,568 15,592 17,030 16,924 16,373 13,943 15,256 12,413 15,115
34 Fromothers...............c.oiivnn 9,880 10,007 11,166 10,326 12,122 11,943 10,124 9,754 9,086
35  Other liabilities for borrowed money . ..... 29,046 28,699 29,678 31,215 30,282 30,302 31,486 32,118 32,552
36 To commercial banks in the
United States. 22,743 22,672 23,826 24,299 23,841 23,084 24,295 24,359 25,128
37 To others 6,303 6,027 5,851 6,916 6,441 7,221 7,190 7.759 7,424
38 Other liabilities to nonrelated pa es 33,004 32,830 32,928 33,016 33,304 33,338 32,544 32,639 32,557
39 Net due to related institutions . 20,272 22,417 22,124 20,683 20,701 22,986 22,587 26,668 27,701
40 Total liabilities. . .............coiiiiins 152,517 151,942 154,844 154.012 154,555 154,877 155,084 156,942 161,255
Memo
41 Total loans (gross) and securities ad_]usted6 . 78,829 78,128 78,857 77,804 80,393 81,121 80,920 82,189 83,912
42 Total loans (gross) ad_]usted6 ............... 63,960 63,322 63,843 63,026 65,317 66,195 66,068 67,344 69,044
1. Effective Jan. 1, 1986, the reporting panel includes 65 U.S. branches and 4. Includes savings deposits, money market deposit accounts, and time depos-
agencies of foreign banks that include those branches and agencies with assets of its. .
$750 million or more on June 30, 1980, plus those branches and agencies that had 5. Includes securities sold under agreements to repurchase.
reached the $750 million asset level on Dec. 31, 1984. 6. Exclusive of loans to and federal funds sold to commercial banks in the
2. Includes securities purchased under agreements to resell. United States.

3. Includes credit balances, demand deposits, and other checkable deposits.
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A22 Domestic Financial Statistics [0 April 1988

1.31 GROSS DEMAND DEPOSITS Individuals, Partnerships, and Corporations!
Billions of dollars, estimated daily-average balances, not seasonally adjusted

Commercial banks
Type of holder 1986 1987
1982 1983 1984 198
Dec. Dec. . Dec.’*
Sept. Dec. Mar. June Sept. Dec.
1 Al holders—Individuals, partnerships, and
COTPOTAtIONS. . ... ..oviiiinnircnrnnannss 291.8 293.5 302.7 321.0 333.6 363.6 3389 340.2 339.0 T
2 Financial business . ...........cociiiiiiiiii i 354 328 31.7 32.3 359 41.4 359 36.6 36.5
3 Nonfinancial business .............cccoviien .| 1505 161.1 166.3 178.5 185.9 202.0 183.0 187.2 188.2 n.a
4 CONSUMET ... .ovviinvinenirinnanerienannnns 85.9 8.5 81.5 85.5 86.3 91.1 88.9 90.1 88.7
5 FOr€IgN. .. ovver e iiie et eneaans .. 3.0 33 3.6 35 33 3.3 29 3.2 32 l
(302 RPN 17.0 17.8 19.7 21.2 222 258 25.2 23.1 224
Weekly reporting banks
1986 1987
1982 1983 1984 198§
Dec. Dec. . Dec.>#
Sept. Dec. Mar. June Sept. Dec.
7 Ali holders—Individuals, partnerships, and
COTPOrALIONS. . .. ..o vt iniieiainiiaiannens 144.2 146.2 157.1 168.6 174.7 195.1 178.1 179.3 179.1 187.0
8 Financial business ...................coiianeis 26.7 24.2 253 25.9 289 32.5 28.7 29.3 29.3 29.5
9 Nonfinancial business 74.3 798 87.1 94.5 94.8 106.4 94.4 94.8 96.0 100.8
10 Consumer ......... 31.9 29.7 30.5 33.2 35.0 37.5 36.8 37.5 37.2 39.4
11 Foreign........ 29 3.1 34 3.1 3.2 3.3 28 31 3.1 33
12 Other ..ot i i e 8.4 9.3 10.9 12.0 12.8 15.4 15.5 14.6 13.5 14.0

1. Flgures include cash items in process of collection. Estimates of gross
deposits are based on reports supplied by a sample of commercial banks. Types
of depositors in each category are described in the June 1971 BULLETIN, p. 466.
Figures may not add to totals because of rounding.

2. Beginning in March 1984, these data reflect a change in the panel of weekly
reporting banks, and are not comparable to earlier data. Estimates in billions of
dol]ars for December 1983 based on the new weekly reporting panel are: financial

24.4; nonfi ial busil 80.9; cc , 30.1; foreign, 3.1; other

9.5.
3. Beginning March 1985, financial busmcss deposns and by lmphcanon total
gross demand deposits have been red due to
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thrift institutions. Historical data have not been revised. The estimated volume of
such deposits for December 1984 is $5.0 billion at all insured commercial banks
and $3.0 billion at weekly reporting banks.

4, Historical data back to March 1985 have been revised to account for
corrections of bank reporting errors. Historical data before March 1985 have not
been revised, and may contain reporting errors. Data for all commercial banks for
March 1985 were revised as fol]ows (m billions of dollars) all holders, —.3;
financial b —.8; nonfi -.4; 9; forelgn, .l;
other, —.1. Data for weekly reporting banks for March 1985 ‘were rcv:sed as
follows (in billions of dollars): all holders, —.1; fi -.7; nc -
cial business, —.5; consumer, 1.1; foreign, .1; other, — 2




Financial Markets A23

1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING
Millions of dollars, end of period

1987
1983 1984 1985 1986 1987
Instrument Dec. Dec. Dec. Dec. Dec.
July Aug. Sept. Oct. Nov.! Dec
Commercial paper (seasonally adjusted unless noted otherwise)
1 Allissuers. .............coovvnninnnnn 187,658 | 237,586 | 300,899 | 331,016 | 357,130 | 349,976 | 350,780 | 357,019 | 356,578 | 351,846 | 357,130
Financial companies®
Dealer-placed pape
2 Total ....o..ooviiiiiiiii i 44,455 56,485 78,443 | 100,207 | 101,958 | 108,470 | 109,941 | 114,435 | 109,020 | 105,197 | 101,958
3 Bank-related (not seasonally
adjusted)............cooiaill 2,441 2,035 1,602 2,265 1,428 2,311 2,404 2,590 2,689 1,893 1,428
Directly placed paper*
4 Total ..... ... 97,042 | 110,543 135,504 | 152,385 173,940 | 162,764 162,674 165,344 | 170,403 169,779 173,940
5  Bank-related (not seasonally
adjusted)....... oo 35,566 42,105 44,778 40,860 43,173 46,354 45,487 46,815 46,249 45,353 43,173
6 Nonfinancial companies®. . ............. 46,161 70,558 86,952 78,424 81,232 78,742 78,165 77,240 77,155 76,870 81,232
Bankers dollar acceptances (not seasonally adjusted)®
TTotal ... 78,309 78,364 68,413 64,974 70,565 68,495 68,645 68,771 71,891 71,068 70,565
Holder
8 Accepting banks 9,355 9,811 11,197 13,423 10,942 10,664 10,870 10,521 10,856 10,701 10,942
9 Ownhbils.... . 8,125 8,621 9,471 11,707 9,464 9,630 9,905 9,400 9,742 9,714 9,464
10 Billsbought.......... 1,230 1,191 1,726 1,716 1,479 1,035 965 1,121 1,114 987 1,479
Federal Reserve Banks
11 Ownaccount.............ccooeuvnn.. 418 0 0 0 0 0 0 0 0 0 0
12 Foreign correspondents. . .. 729 671 937 1,317 965 1,463 1,397 1,467 1,400 1,134 965
130thers.......oooiiiiiiiniiiiiiins 67,807 67,881 56,279 50,234 58,658 56,367 56,378 56,784 59,635 59,234 58,658
Basis
14 Imports into United States............. 15,649 17,845 15,147 14,670 16,483 17,431 17,087 17,198 17,814 16,942 16,483
15 BExports from United States . 16,880 16,305 13,204 12,960 15,227 14,659 14,967 15,046 15,949 15,435 15,227
16 Allother..........coovvivvinieninn. 45,781 44,214 40,062 37,344 38,847 36,405 36,590 36,526 38,122 38,691 38,847
1. A change in the reporting panel in November resulted in a slight understate- 5. Includes public utilities and firms engaged primarily in such activities as

ment of outstanding volume.

2. Institutions engaged primarily in activities such as, but not limited to,
commercial savings, and mortgage banking; sales, personal, and mortgage fi-
nancing; factoring, finance leasing, and other business lending; insurance under-
writing; and other investment activities.

3, Includes all financial company paper sold by dealers in the open market.

4. As reported by financial companies that place their paper directly with
investors.

communications, construction, manufacturing, mining, wholesale and retail trade,
transportation, and services.

6. Beginning October 1984, the number of respondents in the bankers accep-
tance survey were reduced from 340 to 160 institutions—those with $50 million or
more in total acceptances. The new reporting group accounts for over 95 percent
of total acceptances activity.

1.33 PRIME RATE CHARGED BY BANKS on Short-Term Business Loans

Percent per year

. : Average Average

Effective date Rate Effective Date Rate Month rate Month rateg
1985—Jan. 10.50 1987—Apr. 7.75 1985—Jan. 10.61 1986—Sept. .............. 7.50
May 20 10.00 May 8.00 Feb. . 10.50 Oct. ... 7.50
June 9.50 8.25 Mar. 10.50 Nov. 7.50
Sept. 8.75 10.50 Dec. 7.50

1986—Mar. 9.00 Oct, 9.25 10.31
Apr, 8.50 9.00 9.78 1987—Jan. ... 7.50
July 8.00 Nov. 8.75 9.50 Feb. 7.50
Aug. 7.50 9.50 Mar 7.50
9.50 Apr 7.75
9.50 May 8.14
9.50 June 8.25
9.50 July 8.25
Aug. 8.25
1986—Jan. 9.50 Sept 8.70
Feb. . 9.50 Oct. 9.07
Mar. . 9.10 Nov 8.78
Apr. 8.83 Dec 8.75

May 8.50
June 8.50 1988—Jan. ............... 8.50

July 8.16

Aug. ...l 7.90

NoTE. These data also appear in the Board's H.15 (519) release. For address,
see inside front cover.
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A24 Domestic Financial Statistics {1 April 1988

1.35 INTEREST RATES Money and Capital Markets

Averages, percent per year; weekly and monthly figures are averages of business day data unless otherwise noted.

1987 1988 1988, week ending
Instrument 1985 1986 1987"
Oct. Nov. Dec. Jan. Jan. 1 | Jan.8 | Jan. 15 | Jan. 22 | Jan. 29
MONEY MARKET RATES
1 Federal funds'? .......... . ....c...... 8.10 6.80 6.66 7.29 6.69 6.77 6.83 6.81 7.02 6.81 6.89 6.66
2 Discount widow begowmgm-i ,,,,,,,,,, 7.69 6.33 5.66 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00
Commercial paper®
3 1-month 7.94 6.62 6.73 7.38 6.77 7.76 6.76 7.45 6.85 6.80 6.75 6.66
4 3-month . 7.95 6.49 6.81 7.89 717 7.61 6.87 7.30 6.95 6.92 6.85 6.75
S G MODE oy 8.01 6.39 6.84 7.96 7.17 7.49 6.92 722 7.00 7.00 6.91 6.78
Finance paper, directly placed*
6 l-month 7.91 6.58 6.61 7.28 6.63 7.23 6.65 6.97 6.74 6.69 6.61 6.54
7  3-month .. 7.77 6.38 6.54 7.40 6.91 6.97 6.62 6.78 6.67 6.68 6.61 6.51
8 6month ....ovtrnn 7.75 6.31 6.37 717 6.69 6.64 6.53 6.63 6.59 6.60 6.53 6.41
Bankers acceplancess‘(’
9  3-month 7.92 6.39 6.74 7.85 7.07 7.48 6.77 7.47 6.89 6.83 6.73 6.61
10 6month ... ... 7.96 6.29 6.77 7.92 7.07 7.41 6.83 7.14 6.97 6.93 6.76 6.63
Cenificates of depo:
11  l-month 7.97 6.61 6.74 7.39 6.80 7.86 6.78 7.57 6.87 6.81 6.76 6.66
12 3-month .. 8.05 6.52 6.86 8.02 7.24 7.66 6.92 7.38 7.03 6.99 6.87 6.77
13 é-month 8.25 6.51 7.00 8.19 7.3 7.67 7.10 7.40 7.21 7.21 7.07 6.09
14 Eurodollar deposits 3-month® 8.28 6.71 7.06 8.29 7.41 7.86 7.41 7.69 7.23 7.23 7.11 7.03
U.S. Treasury bills
Secondary market:
15  3-month 7.48 5.98 5.78 6.13 5.69 5.77 5.81 573 5.86 5.81 5.85 5.74
16 6-month . 7.65 6.03 6.03 6.69 6.19 6.36 6.25 6.26 6.36 6.29 6.25 6.11
17 T-YRAT oo 7.81 6.08 6.32 7.05 .50 6.69 6.52 6.66 6.66 6.63 6.45 6.33
Auction average id
18 3-month 7.49 5.97 5.82 6.40 5.81 5.80 5.90 5.73 5.90 5.85 5.98 5.85
19 é-month . 7.66 6.02 6.05 6.86 6.23 6.36 6.31 6.32 6.35 6.33 6.37 6.19
20 JoVEAT ottt 7.81 6.07 6.33 6.89 6.48 6.74 6.67 n.a. n.a. n.a. 6.67 n.a.
CAPITAL MARKET RATES
U.S. Treasury notes and bonds!!
Constant maturities'
21 1-year 6.46 6.77 7.59 6.96 7.17 6.9 7.15 7.15 7.12 6.90 6.77
»n 2-year 6.87 7.41 8.40 7.69 7.86 7.63 7.82 7.81 7.75 7.57 7.3%
23 3-year 7.06 7.67 8.75 7.9 8.13 7.87 8.08 8.05 7.99 7.80 7.63
24 5-year 7.31 7.94 9.08 8.35 8.45 8.18 8.38 8.37 8.33 8.08 7.91
25 7-year 7.55 8.22 9.37 8.69 8.82 8.48 8.69 8.69 8.65 8.37 8.19
26 10-year 7.68 8.39 9.52 8.86 8.99 8.67 8.85 8.84 8.84 8.57 8.39
27 20-year 7.85 n.a. n.a. n.a. na n.a n.a. n.a. n.a, n.a. n.a.
28 30-yea 7.80 8.58 9.61 8.95 9.12 8.83 8.95 8.98 9.01 8.74 8.56
Composite!®
29 Over 10 vears (long-term) .......... 10.75 8.14 8.63 9.61 8.99 9.12 8.82 8.96 9.00 9.01 8.72 8.55
State and local notes and bonds
Moody’s series’®
30 AR e 8.60 6.95 7.14 7.90 7.50 7.4 n.a. 7.40 7.35 7.25 7.15
31 Bad ..o .. 9.58 7.76 8.17 8.85 8.47 8.42 8.12 n.a. 8.40 8.30 8.00 7.80
32 Bond Buyerseries” .................. 9.1t 7.32 7.64 8.70 7.95 7.96 7.70 n.a. 7.86 7.83 7.61 7.51
Corporate bonds
Seasoned issues'®
33 Al IDAUSITIES &+ v vevre v e e, 12.05 9.71 9.91 10.97 10.54 10.59 10.37 10.53 10.49 10.48 10.34 10.16
34 Aaa L 1137 9.02 9.38 10.52 10.01 10.11 9.88 10.06 10.00 10.00 9.88 9.64
35 Aa 11.82 9.47 9.68 10.74 10.27 10.33 10.09 10.25 10.19 10.19 10.06 9.90
36 A . 12.28 9.95 9.99 10.98 10.63 10.62 10.43 10.58 10.54 10.52 10.41 10.58
37 Baa 12.72 10.39 10.58 11.62 11.23 11.29 11.07 11.24 11.22 11.19 11.02 10.85
38  A-rated, j/'ecenl]y-oﬁ'ered utility
bondst’ . ... .. .. 12.06 9.61 9.95 11.07 10.39 10.42 10.05 10.25 10.30 9.99 9.92 9.76
MEMo: Dividend/price ratio'®
39  Preferred STOCKS +..vvvrrrrenrernrnnns 10.49 8.76 8.37 8.99 9.11 9.08 9.04 9.12 9.14 9.11 8.99 8.93
40  Common StOCKS. ..o 425 3.48 3.08 3.25 3.66 mn 3.66 3.66 3.51 3.70 3.75 3.66

1. Weekly and monthly figures are averages of all calendar days, where the
rate for a weekend or holiday is taken to be the rate prevailing on the preceding
business day. The daily rate is the average of the rates on a given day weighted by
the volume of transactions at these rates.

2. Weekly figures are averages for statement week ending Wednesday.

3. Rate for the Federal Reserve Bank of New York.

4. Unweighted average of offering rates quoted by at least five dealers (in the
case of commercial paper), or finance companies (in the case of finance paper).
Before November 1979, maturities for data shown are 30-59 days, 90119 days,
and 120-179 days for commercial paper; and 30-59 days, 90-119 days, and
150-179 days for finance paper.

5. Yields are quoted on a bank-discount basis, rather than in an investment
yield basis (which would give a higher figure).

6. Dealer closing offered rates for top-rated banks. Most representative rate
(which may be, but need not be, the average of the rates quoted by the dealers).

7. Unweighted average of offered rates quoted by at least five dealers early in
the day.

8. Calendar week average. For indication purposes only.

9. Unweighted average of closing bid rates quoted by at least five dealers.

10. Rates are recorded in the week in which bills are issued. Beginning with the
Treasury bill auction held on Apr. 18, 1983, bidders were required 1o state the
percentage yield (on a bank discount basis) that they would accept to two decimal

places. Thus, average issuing rates in bill auctions will be reported using two
rather than three decimal places.

11. Yields are based on closing bid prices quoted by at least five dealers.

12. Yields adjusted to constant maturities by the U.S. Treasury. That is, yields
are read from a yield curve at fixed maturities. Based on only recently issued,
actively traded securities.

13. Averages (to maturity or call) for all outstanding bonds neither due nor
callable in less than 10 years, including one very low yielding ‘‘flower’’ bond.

14. General obligations based on Thursday figures; Moody's Investors Service.

15. General obligations only, with 20 years to maturity, issued by 20 state and
local governmental units of mixed quality. Based on figures for Thursday.

16. Daily figures from Moody's Investors Service. Based on yields to maturity
on selected long-term bonds.

17. Compilation of the Federal Reserve. This series is an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and 5 years of
call protection. Weekly data are based on Friday quotations.

18. Standard and Poor’s corporate series. Preferred stock ratio based on a
sample of ten issues: four public utilities, four industrials, one financial, and one
transportation. Common stock ratios on the 500 stocks in the price index.

NoOTE. These data also appear in the Board’s H.15 (519) and G.13 (415) releases.
For address, see inside front cover.

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



1.36 STOCK MARKET Selected Statistics

Financial Markets A25

1987 1988
Indicator 1985 1986 1987
May June July Aug. Sept. Oct. Nov. Dec. Jan.
Prices and trading (averages of daily figures)
Common stock prices
I New York Stock Exchange
(Dec.31,1965=50) ................ 108.09 | 136.00 | 161.70 | 163.00 | 169.58 | 174.28 | 184.18 | 178.39 [ 157.13 | 137.21 [ 134.88 [ 140.55
2 Industrial ...........ooiihiiiiiiiinie . 155.85 | 19531} 198.78 | 206.61 | 214.12] 226.49 | 219.52 | 189.86 [ 163.42 | 162.19 | 168.47
3 Transportation 119.87 | 140.39 | 141.30 [ 150.39 | 157491 164.02 ] 158.58 | 140951 117.57 1 115.85| 12120
4 Uity ....... 71.36 74.29 71.64 74.25 74.18 78.20 76.13 73.27 69.86 67.39 70.01
S Finance .......ocoveviiiiieiiiniiniin 147.19 | 146.48 | 145.97 [ 152.73 | 152.27 | 160.94 | 154.08 [ 137.35 | 118.30 | 111.47 | 119.40
6 Standard & Poor’s Corporation
(1941-43 = 10)' ... ... 186.84 | 236.34 | 286.83 | 289.12 | 301.36 | 310.09 | 329.36 [ 318.66 | 280.16 [ 245.01 | 240.96 | 250.48
7 American Stock Exchange?
(Aug. 31,1973 =50) ..........oennnn 229.10 | 264.38 | 316.61 | 328.77 | 334.49 | 348.68 | 361.52 | 353.72( 306.34 | 249.42 | 24852 | 267.29
Volume of trading (thousands of shares)
8 New York Stock Exchange .............. 109,191 | 141,385 | 188,642 | 170,898 | 163,380 | 180,356 | 193,477 § 177,319 | 277,026 | 179,481 | 178,517 | 174,754
9 American Stock Exchange .............. 8,355 | 11,846 | 13,832 11,655 | 12,813 | 12,857 | 13,604 | 12,381 | 18,173 | 11,268 | 13,422 9,853
Customer financing (end-of-period balances, in millions of dollars)
10 Margin credit at broker-dealers® .......... 28,390 | 36,840 | 31,990 | 38,890 | 38,420 | 40,250 | 41,640 | 44,170 | 38,250 | 34,180 | 31,990 | 31,320
Free credit bahﬂnce: at brokers!
11 Margin-account” ...........cooviiiinnns 2,715 4,880 4,750 4,355 3,680 4,095 4,240 4,270 8,415 6,700 4,750 4,675
12 Cash-account............ooovveiniinnn 12,840 | 19,000 { 15,640 | 16,985 | 15,405 | 15,930 | 16,195 | 15,895 | 18,455 | 15,360 | 15,640 | 15,270
Margin requirements (percent of market value and effective date)’
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
13 Margin stocks ......covviiiiiiiiiiiian 70 80 65 55 65 50
14 Convertible bonds . 50 60 50 50 50 50
15 Shortsales...........ovviiviniianiiina 70 80 65 S5 65 50

1. Effective July 1976, includes a new financial group, banks and insurance
companies. With this change the index includes 400 industrial stocks (formerly
325), 22[ transportation (formerly 15 rail), 40 public utility (formerly 60), and 40

nancial.

2. Beginning July 5, 1983, the American Stock Exchange rebased its index
effectively cutting urrcvious readings in half. .

3. Beginning July 1983, under the revised Regulation T, margin credit at
broker-dealers includes credit extended against stocks, convertible bonds, stocks
acquired through exercise of subscription rights, corporate bonds, and govern-
ment securities. Separate reporting of data for margin stocks, convertible bonds,
and subscriptjon issues was discontinued in April 1984.

4. Free credit balances are in accounts with no unfulfilled commitments to the
brokers and are subject to withdrawal by customers on demand.

5. New series beginning June 1984.

6. These regulations, adopted by the Board of Governors pursuant to the
Securities Exchange Act of 1934, limit the amount of credit to purchase and carry
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‘*‘margin securities” (as defined in the regulations) when such credit is collatera-
lized by securities. Margin requirements on securities other than options are the
difference between the market value (100 percent) and the maximum loan value of
collateral as prescribed by the Board. Regulation T was adopted effective Oct. 15,
1934; Regulation U, effective May 1, 1936; Regulation G, effective Mar. 11, 1968;
and Regulation X, effective Nov. 1, 1971

On Jan. 1, 1977, the Board of Governors for the first time established in
Regulation T the initial margin required for writing options on securities, setting
it at 30 percent of the current market-value of the stock underlying the option. On
Sept. 30, 1985, the Board changed the required initial margin, allowing it to be the
same as the option maintenance margin required by the appropriate exchange or
self-regulatory organization; such maintenance margin rules must be approved b;
the Securities and Exchange Commission. Effective Jan. 31, 1986, the SE
approved new maintenance margin rules, permitting margins to be the price of the
option plus 15 percent of the market value of the stock underlying the option.
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1.37 SELECTED FINANCIAL INSTITUTIONS Selected Assets and Liabilities

Millions of dollars, end of period

1987
Account 1985 1986
Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov
Savings and loan associations

1 Assets ........oovvniianiennnns 948,781 | 963,316 | 935,438" | 936,858 | 939,721" | 944,229" | 952,671" | 949,069 | 949,238 | 955,253 | 956,744 | 973,992 | 975,809
2 Mortgage-backed securities . ... 97,303 | 123,257 | 129,338"| 128,856 | 129,274" | 134,746" | 141,0237 | 142,241"| 140,897" | 144,058 | 146,247 | 150,230 | 151,986
3 Cash and investment securities' | 126,712 | 142.700 | 133,0287 | 135.885" | 138.746' | 136,370 | 138,303 | 138.125" | 138,520 | 137,323 | 131,729 | 139,675 [ 135,297
40ther ..........ccovvvniiann 238,833 | 251,769 | 261,858" | 263,829" | 266,393 | 274,812" | 283,644" | 285,473" | 287,550" | 292,737 | 295,225 | 301,229 X

5 Liabilities and net worth ....... 948,781 | 963,316 | 935,438" | 936,858" | 939,721" | 944,229" | 952,671" | 949,069" | 949,238" | 955,253 | 956,744 | 973,992 | 975,809

6 Savings capital ............... 750,071 | 741,081 | 721,714" | 722,226 | 722,548 (716,798 | 718,633 | 715,662 | 716,389 | 717,259 | 721,409 | 727,274 | 730,324

7 Borrowed money ... .| 138,798 | 159,742 | 153,3817 | 152,176" | 158,192" | 165,883" | 171,279" | 175,394" | 174,357 | 178,642 | 180,360 | 190,706 | 188,778

8 FHLBB ......... 73,888 | 80,194 | 75,552 | 75,671 | 76,469 | 77,857 | 78,583 | 79,188 | 78,888 | 79,546 | 80,848 | 83,303 | 84,421
9 Other ........... 64,910 | 79548 | 77,829 | 76,505"| 81,7237 88,026"( 92,696"| 96,206"1 95,469 | 99,096 | 99,512 } 107,403 | 104,357
10 Other ...........covveennnnn, 19,045 | 20,071 | 19,829} 21,878"| 18,958 | 20,869 | 22, 628" l9 5847 | 20,6827| 21.941 | 19,158 , 21,587
11 Networth? .................. 41,064 | 42,423 | 40,514 | 40,579 | 40,023"| 40,678"| 40,127"| 38,428"| 37,809"| 37,406 | 35,814 | 35,003 | 35,106

FSLIC-insured federal savings banks

12 Assets ..........co0vveininnnn 131,868 | 210,562 | 235,428 | 235,763 | 241,418 | 246,277 | 253,006 | 264,106 | 268,813 | 272,088 { 272,789 | 276,490 | 279,153
13 Mortgages .........occovnenns 72,355 | 113,638 | 136,782" | 136,505" | 138,882 | 140,854 | 144,581 | 150,421 | 152,881"{ 154,058 | 154,658 | 156,460 | 158,874
14 Mortgagc-backed securities 15,676 A 33,570 | 34,634 | 36,088 | 37,500 | 39,371 40,969 | 42,713"| 43,531 | 44,422 | 45,132 | 45255
1I50ther ............ocivuninn 11,723 | 19,034 § 15,769 | 16,060 | 16,605 | 17,034 | 17,200 | 17,924 | 17,546 | 17,779 | 17,559 } 17,383 | 17,325
16 Liabilities and net worth ....... 131,868 | 210,562 | 235,428 | 235,763 | 241,418 | 246,277 | 253,006 | 264,106 | 268,813 | 272,088 | 272,789 | 276,490 | 279,153
17 Savings capital ............... 103,462 | 157,872 | 176,938" | 177,355"] 178,672 | 180,637 | 182,802 | 189,998 | 193,890 | 194,853 | 195,213 | 197,296 | 199,114
18 Borrowed money . | 19323 | 37,329 | 40,614 9,777 | 43,919 | 46,125 | 49,896 | 53,255 | 53,652 ) 56,540 | 57,5511 58,276
19 FHLBB ....... 10,510 | 19,897 { 20,730 | 20,226 | 21,104 | 21,718 | 22,788 | 24,486 | 24,981 | 25,546 | 26,287 [ 27,350 [ 27,947
20 Other ........covvvniinnns 8,813 ] 17,432 ,884 | 19,551 | 22,815 | 24,407 [ 27,108 | 28,769 | 28,671 | 30,114 [ 30,253 [ 30,201 [ 30,329
21 Other ......... 2,732 4,263 5,308"| 54847 5264"| 5547 6,044 | 59877 6,142"| 6,454 5,630 6,308 6,361
22 Networth ..........c...cennn. 6,351 | 11,098 | 12,774 | 13,151 | 13,564 | 13,978 { 14,272 | 14,871 }| 15,134 | 15,123 | 15,408 | 15,348 [ 15,415

Savings banks
23 Assets ...l 216,776 | 236,866 | 235,603 | 238,074 | 240,739 | 243,454 | 245,906 | 244,760 | 246,833 | 249,888 | 251,472 | 255,989 | 260,600
Loans
24 Mortgage 110,448 | 118,323 | 119,199 [ 119,737 | 121,178 | 122,769 | 124,936 | 128,217 | 129,624 | 130,721 | 133,298 | 135,317 | 137,044
25 s Oth_et!' ....... 30,876 | 35,167 | 36,122 { 37,207 | 38,012 | 37,136 | 37,313 | 35200 | 35,591 36,793 36,134 { 36,471 37,189
ecurities

26 U.S. government ..... ereeen 13,111 14,209 13,332 13,525 13,631 13,743 13,650 | 13,549 | 13,498 13,720 13,122 13,817 15,694
27  Mortgage-backed securities .. | 19,481 ] 25,836 | 26,220 | 26,893 | 27,463 | 28,700 | 28,739 ) 27,785 ,252 | 28,913 1 29,655 ] 30,202 | 31,144
28  State and local government .. 2,323 2,185 2,180 ,168 2,041 2,063 2,053 2,059 2,050 2,038 2,023 2,034 2,046
29 Corporate and other ........ 21,199 | 20,459 | 19,795 19,770 | 19,598 19,768 19,956 | 18,803 18,821 18,573 18,431 18,062 17,583
30 Cash ....oovveviiinnniinnn, 6,225 6,894 5,239 5,143 5,703 ,308 5,176 4,939 4,806 4,823 4,484 5,529 5,063
31 Otherassets ................. 13013 | 13,793 ] 13506 | 13631 | 13713 | 13967 | 14,083 | 14,208 | 14,191 | 14307 | 14,325 | 14,557 | 14,837
32 Linbilities .................... 216,776 | 236,866 | 235,603 | 238,074 | 240,739 | 243,454 | 245,906 | 244,760 | 246,833 { 249,888 | 251,472 | 255,989 | 260,600
33 Deposns 185,972 | 192,194 | 191,441 | 192,559 | 193,693 | 193,347 | 194,742 | 193,274 | 194,549 | 195,895 | 196,824 | 199,336 | 202,030
34 Regu 186,345 | 186,385 | 187,597 | 188,432 | 187,791 1 189,048 | 187,669 | 188,783 | 190,335 | 191,376 | 193,777 | 196,724
35 rdma.ry sav1 37,717 | 38,467 | 39,370 { 40,558 | 41,326 | 41,967 | 42,178 | 41,928 | 41,767 | 41,773 | 42,045 | 42,493
36 Time . 100,809 | 100,604 | 100,922 | 100,896 | 100,308 § 100,607 | 100,604 | 102,603 | 105,133 | 107,063 | 109,486 | 112,231
37 Other ... 4,05 5,849 5,056 4,962 5,261 5,556 5,694 5,605 5,766 1560 5,448 5,559 ,306
38 Other liabilities .............. 17,414 | 25274 | 24,710 ] 25,663 | 27,003 ] 29,105 | 30,436 | 30,515 | 31,655 | 32,467 | 32,827 | 34,226 | 36,167
39 General reserve accounts ... ... 12823 | 18,105 | 18236 | 18,486 [ 18,830 [ 19,423 | 19603 | 19,549 [ 19,718 | 20,471 { 20,407 | 20,365 | 21,133
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Financial Markets A27

1.37—Continued

1987

Account 1985 1986
Jan. Feb. Mar, Apr. May June July Aug. Sept. Oct. Nov.

Credit unions*

40 Total assets/liabilities

and capital . .. .. 118,010 | 147,726 | 149,383 | 149,751 | 153,253 | 154,549 | 156,086 | 160,644
41 Federal.......... 77,861 95,483 96,801 96,753 98,799 99,751 | 100,153 | 104,150
42 State............ 40,149 52,243 52,586 52,998 54,454 54,798 55,933 56,494
43 Loans outstanding . . 73,513 86,137 85,984 85,651 86,101 87,089 87,765 90,912 n. n.a. n.a. n.a n.a

44  Federal.
45  State...

| 477933 55,304 | 55,313 54,912 55,118 55,740 | 55,952 58,432
.| 25,580 30,833 30,671 30,739 | 30,983 31,349 31,813 32,480

. 4 >

46 Savings. .. 105,963 | 134,327 | 135907 1 136,441 | 138,810 | 140,014 | 141,635 | 148,283
47  Federal. .. 70,926 87,954 89,717 89,485 91,042 92,012 97,189 96,137
48 State............ 35,037 | 46,373 | 46,130 | 46,956 | 47,768 | 48,002 | 49,248 | 52,146
Life insurance companies
49 Assets ............. 825,901 | 937,551 | 948,665 | 961,937 | 978,455 | 978,455 | 985,942 | 995,576 | 1,005,592 1,017,018 | 1,026,919 | 1,021,148 [
Securities
50 Government .. ... 75,230 | 84,640 | 84,923 83,003 | 90,337 | 89,711 89,554 | 87,279 88,199 89,924 89,408 90,782

S1 United States®.. | 51,700 59,033 59,596 | 62,724 | 65,661 64,621 64,201 61,405 62,461 64,150 63,352 64,880
52 State and local . 9,708 11,659 11,245 11,315 10,860 11,068 11,208 11,485 11,277 11,190 11,087 11,363

53 Foreign®. ...... 13,822 13,948 14,082 13,964 13,816 14,022 14,145 14,389 14,461 14,584 14,969 14,539
54  Business... L. | 423,712 | 492,807 | 504,582 | 514,328 | 519,766 | 522,097 | 528,789 | 537,507 555,423 551,701 558,787 549,426 n.a
35 Bonds. . 346,216 | 401,943 | 408,788 | 415,004 | 417,933 | 420,474 | 425,788 | 432,095 448,146 442,604 451,453 455,678
56 Stocks. 77.496 | 90,864 | 95,794 99,324 | 101,833 | 101,623 [ 103,001 } 105,412 107,277] 109,097 107,334 93,748
57 Mortgages .. 171,797 | 193,842 | 194,213 | 194,935 | 195,743 | 197,315 | 198,760 | 200,382 201,297 202,241 204,264 206,507

S8 Real estate. . 28,822 31,615 31,718 32,003 31,834 32,011 32,149 | 32,357 32,699 32,992 33,048 33,235
59 Policy loans. . .| 54,369 54,055 53,832 53,806 | 53,652 | 53,572 53,468 53,378 53,338 53,330 53,422 53,413
60 Other assets ....... 71,971 80,592 | 79,397 78,842 | 82,105 83,749 83,222 84,390 85,4201 86,830 87,91 87,785

1, Holdings of stock of the Federal Home Loan Banks are in ‘‘other assets.

2. Includes net undistributed income accrued by most associations.

3. Excludes checking, club, and school accounts.

4. Data include all federally insured credit unions, both federal and state
chartered, serving natural persons.

5. Direct and guaranteed obligations. Excludes federal agency issues not
guaranteed, which are shown in the table under “'Business’ securities.

6. Issues of foreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development.

NOTE. Savings and loan associations: Estimates by the FHLBB for all
associations in the United States based on annual benchmarks for non-FSLIC-
insured associations and the experience of FSLIC-insured associations.

FSLIC-insured federal savings banks: Estimates by the FHLBB for federal
savings banks insured by the FSLIC and based on monthly reports of federally
insured institutions.

Savings banks: Estimates by the National Council of Savings Institutions for all
savings banks in the United States and for FDIC-insured savings banks that have
converted to federal savings banks.

Credit unions: Estimates by the National Credit Union Administration for
federally chartered and federally insured state-chartered credit unions serving
natural persons.

Life insurance companies: Estimates of the American Council of Life Insurance
for all life insurance companies in the United States. Annual figures are annual-
statement asset values, with bonds carried on an amortized basis and stocks at
year-end market value. Adjustments for interest due and accrued and for
differences between market and book values are not made on each item separately
but are included, in total, in ‘“‘other assets,™
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
Fiscal Fiscal
Type of account or operation year year 1987 1988
1986 1987!
Aug. Sept. Oct. Nov. Dec. Jan.
U.S. budger’
1 Receipts, total. . 769,091 854,143 60,213 92,410 62,354 56,987 85,525 81,791
2 n-budget . 568,862 640,741 43,511 73,755 45,992 40,630 67,645 60,645
3 Off-budget. 200,228 213,402 16,703 18,656 16,362 13,357 17,880 21,146
4 Outlays, total 990,258 1,004,586 81,890 76,980 93,095 83,920 109,741 65,706
5  On-budget. 806,760 810,754 65,021 60,337 76,910 67,150 77,845 66,493
6 Off-budget.............. 183,498 193,832 16,869 16,643 16,185 16,770 31,896 -787
7 Surplus, or deficit (—), total —221,167 —150,444 —21,677 15,430 -30,741 —26,934 —24,216 16,085
8 On-budget.............. .| —237,898 | —170,014 —21,511 13,417 -30,918 —26,520 -10,200 —5,848
9 Off-budget................ooiiina. 16,731 19,570 —166 2,013 176 —414 -14,016 21,933
Source of financing (total)
10 Borrowing from the public.............. 236,187 150,070 33,060 —8,060 27,282 23,603 9,766 5,281
11 Operating cash (decrease, or increase
(=)o ~14,324 -5,052 -3,219 —13,800 -1,879 17,164 -1,218 -17,555
12 Other. .. ..o i -696 5,426 -8,165 6,430 5,338 —13,833 15,668 -3,810
MeMo
13 Treasury operating balance (level, end of
period) ... 31,384 36,436 22,635 36,436 38,315 21,151 22,369 39,924
14  Federal Reserve Banks. . 7,514 9,120 3,764 9,120 8,898 3,595 5,313 10,276
15 Tax and loan accounts ................. 23,870 27,316 18,872 27,316 29,416 17,556 17,056 29,648

1. FY 1987 total outlays and deficit do not correspond to the monthly data
because the Monthly Treasury Statement has not completed the monthly distri-
bution of revisions reflected in the fiscal year total in The Budget of the U.S.
Government, Fiscal Year 1989.

2. In accordance with the Balanced Budget and Emergency Deficit Control Act
of 1985, all former off-budget entries are now presented on-budget. The Federal
Financing Bank (FFB) activities are now shown as separate accounts under the
agencies that use the FFB to finance their programs. The act has also moved two
social security trust funds (Federal old-age survivors insurance and Federal

disability insurance trust funds) off-budget.

3. Includes SDRs; reserve position on the U.S. quota in the IMF; loans to
international monetary fund; other cash and monetary assets; accrued interest
payable to the public; allocations of special drawing rights; deposit funds;
miscellaneous lLiability (including checks outstanding) and asset accounts;
seigniorage; increment on gold; net gain/loss for U.S. currency valuation adjust-
ment; net gainfloss for IMF valuation adjustment; and profit on the sale of gold.

SoURCE. Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government and the Budget of the U.§. Government.
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1.39 U.S. BUDGET RECEIPTS AND OUTLAYS!

Millions of dollars

Federal Finance A29

Calendar year
Fiscal Fiscal
Source or type year year 1986 1987 1987 1988
1986 19877
Hi H2 H1 H2 Nov. Dec. Jan.
RECEIPTS
1 ANSOUrCeS . .....vviiivinii it 769,091 854,143 394,345 387,524 447,282 421,712 56,987 85,525 81,791
2 Individual income taxes, net 348,959 392,557 169,444 183,156 205,157 192,575 25,039 36,537 43,987
3 Withheld ............o 314,803 322,463 153,919 164,071 156,760 170,203 24,888 34,020 24,979
4  Presidential Election Campaign Fund . ... 36 33 31 4 30 4 0 0 [
5 Nonwithheld.............. ... 105,994 142,957 78,981 27,733 112,421 31,223 1,664 3,309 19,262
6 Refunds...................ooiall 71,873 , 63,488 8,652 64,052 8,853 1,512 793 255
Corporation income taxes
7 Gross receipts.......vviviriiiaiiiaiins 80,442 102,859 41,946 42,108 52,39 52,821 2,558 18,633 4,450
8 Refunds.......................oell 17,298 18,933 9,557 8,230 10,881 7,119 891 884 820
9 Social insurance taxes and contributions,
T 283,901 303,318 156,714 134,006 163,519 143,755 23,756 23,361 28,162
10 Employment mxe; and
contributions® .. .......... ... ... 255,062 273,185 139,706 122,246 146,696 130,388 20,731 22,735 26,920
11 Self-employment taxes and
contributions” . ... .......... ... 11,840 13,987 10,581 1,338 12,020 1,889 144 0 819
12 Unemployment insurance. 24,098 25,418 14,674 9,328 14,514 10,977 2,661 170 883
13 Other net receipts®. ............oooiiis 4,742 4,715 2,333 2,429 2,310 2,390 364 457 360
14 Excise taxes .......... oot 32,919 32,510 15,944 15,947 15,845 17,680 2,854 3,838 2,393
15 Customs deposits.............covvninins 13,327 15,032 6,369 7,282 7,129 7,993 1,247 1,361 1,195
16 Estate and gift taxes . ................... 6,958 7,493 3,487 3,649 3,818 3,610 617 540 531
17 Miscellaneous receipts® .................. 19,884 19,307 10,002 9,605 10,299 10,399 1,807 2,141 1,893
OuTLAYS
18 Alltypes.........ovniiniiviiiiieiiees 990,231 1,004,586 486,058" 505,980" 502,206" 532,045 83,920 109,741" 65,706
19 National defense ........................ 273,375 281,999 135,367 138,544 142,886 147,009 21,366 29,070 19,895
20 International affairs...................... 14,152 11,649 384 876 4,374 4,589 65 S17 1,074
21 General science, space, and technology .. .. ,976 9,216 12,519 4,594 4,324 5,441 867 937 773
22 ENOIBY oo vevieeiieeeiie e riinananss 4,735 4,115 ,484 2,735 2,335 1,531 316 316 247
23 Natural resources and environment. .. ..... 13,639 13,363 6,245 7,141 6,175 7,452 1,121 1,371 1,097
24 Agriculture ...... ... ..., 31,449 27,356 14,482 16,160 11,824 13,775 3,139 1,278 2,275
25 Commerce and housing credit............. 4,823 6,182 3,647 4,893 1,402 585 —~688 1,216
26 Transportation ..............coeveenaunss 28,117 26,228 12,658 14,745 12,13 14,096 2,304 2,287 1,990
27 Community and regional development ..... 7,233 5,051 3,169 3,494 3,108 2,358 450 701 452
28 Education, training, employment, and
social Services. .........oiiiiiniinn 30,585 29,724 14,712 15,287 14,182 14,590 3,045 2,301 2,7
29 Health......................ooiiin 35,935 39,968 17,872 18,795 20,318 20,750 3,744 3,176 3,577
30 Social security and medicare. 268,921 282,473 135,214 138,299 142,864 158,469 23,153 40,992 6,951
31 INCOME SECUMLY . ovvvnvnrrernerannnnnas 119,796 123,250 60,786 60,628 62,248 61,449 5 11,485 10,220
32 Veterans benefits and services ............ 26,356 26,782 12,193 14,447 12,264 14,974 899 3,713 1,207
33 Administration of justice . 6,603 7,548 3,352 3,360 3,626 4,251 649 774 706
34 General government .. 6,104 5,948 3,566 2,786 3,344 3,617 1,085 1,577 -52
35 General-purgosc fiscal 6,431 1,621 2,179 2,886 337 1,175 148 129 403
36 Netinterest® ................ . 136,008 138,570 68,054 65,816 70,110 71,882 13,215 12,177 13,551
37 Undistributed offsetting receipts’.......... -33,007 —36.455 —17,193 -17,376 —18,104 —18,149 =2, ~2,770 —2,647

1. Functional details do not add to total outlays for calendar year data because
revisions to monthly totals have not been distributed among functions. Fiscal year
total for outlays does not correspond 1o calendar year data because revisions from
the Budger have not been fully distributed across months.

2. Old-age, disability, and hospital insurance, and railroad retirement accounts.

3. Old-age, disability, and hospital insurance.

4. Federal employee retirement contributions and civil service retirement and

disability fund.
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5. Deposits of earnings by Federal Reserve Banks and other miscellaneous

receipts.

6. Net interest function includes interest received by trust funds.

7. Consists of rents and royalties on the outer continental shelf and U.S.
government contributions for employee retirement.

Sources. U.S. Department of the Treasury, Monthly Treasu
Receipts and Outlays of the U.S. Government, and the U.S. Office of Manage-
ment and Budget, Budget of the U.S. Government, Fiscal Year 1988.

Statement of
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1985 1986 1987
Item

Sept. 3¢ { Dec. 31 Mar. 31 June 30 | Sept. 30 | Dec. 31 Mar. 31 June 30 Sept. 30
1 Federal debt outstanding . ......................... 1,827.5 1,950.3 1,991.1 2,063.6 2,129.5 2,218.9 2,250.7 2,313.1 2,354.3
2 Public debt securities. . ..........oiiiiieiiaianns 1,823.1 1,945.9 1,986.8 2,059.3 2,125.3 2,214.8 2,246.7 2,309.3 2,350.3
3 Held by public 1,506.6 1,597.1 1,634.3 1,684.9 1,742.4 1,811.7 1,839.3 1,871.1 1,893.1
4 Heldbyagencies ........c.cooviniiiiiiniiin, 316.5 348.9 352.6 374.4 382.9 403 407.5 438.1 457.2
5 AgeEnCY SECUTItIES .. ......ovitiniiiaiaiiiaannnn 4.4 4.4 4.3 4.3 4.2 4.0 4.0 3.8 4.0
6 Heldbypublic................oooiiiiiii 33 33 32 32 3.2 3.0 2.9 2.8 3.0
7 Heldbyagencies ........ooooivuiiiiniiiiiiiin, L1 1.1 1.1 1.1 11 1.1 1.1 1.0 1.0
8 Debt subject to statutory limit. ..................... 1,823.8 1,932.4 1,973.3 2,060.0 2,111.0 2,200.5 2,232.4 2,295.0 2,336.0
9 Public debt securities. .........ooiiiiiiiiiiinn 1,822.5 1,931.1 1,972.0 2,058.7 2,109.7 2,199.3 2,231.1 2,293.7 2,334.7

10 Other debt! ... .. .. ettt i, 13 1. 13 13 L3 1.3 1.3 13 1.
11 MeMo: Statutory debt limit ................ooovus. 1,823.8 2,078.7 2,078.7 2,078.7 2,111.0 2,300.0 2,300.0 2,320.0 2,800.0

1. Includes guaranteed debt of Treasury and other federal agencies, specified
participation certificates, notes to international lending organizations, and District
of Columbia stadium bonds.

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY
Billions of dollars, end of period

SOURCES. Treasury Bulletin and Monthly Statement of the Public Debt of the
United States.

Types and Ownership

1986 1987
Type and holder 1983 1984 1985 1986

Q4 Ql Q2 Q3

1 Total gross publicdebt.................ccoiiivieiaiiin.s 1,410.7 1,663.0 1,945.9 2,214.8 2,214.8 2,246.7 2,309.3 2,350.3
By type .
2 Interest-bearingdebt . ... ... ... . it 1,400.9 1,660.6 1,943.4 2,212.0 2,212.0 2,244.0 2,306.7 2,347.8
3 Marketable .| 10509 1,247.4 1,437.7 1,619.0 1,619.0 1,635.7 1,659.0 1,676.0
4 Bils.................. 343.8 374.4 199.9 426.7 426.7 406.2 391.0 378.3
5 Notes........o....unn 573.4 705.1 812.5 N7.5 921.5 955.3 984.4 1,005.1
6 Bonds................ 133.7 167.9 2111 249.8 249.8 259.3 268.6 277.6
7 Nonmarketable! 350.0 413.2 505.7 593.1 593.1 608.3 647.7 671.8
8  State and local government series. . ... ...l 36.7 44.4 87.5 110.5 110.5 118.5 1254 129.0
9 FOreignissues” .........c.oouiuiiiiineeriirnnoiianas 10.4 9.1 7.5 4.7 4.7 4.9 5.1 4.4
10 GOVEMMMENT . . . o tveeeareranecriiieneaiernns 10.4 9.1 7.5 4.7 4.7 49 5.1 4.4
11 PubliC ... eiees et et .0 .0 0 0 0 0 .0 .0
12 Savingsbondsandnotes.............oovvneniianan,s 70.7 73.1 78.1 90.6 90.6 93.0 95.2 97.0
13 Government accOUNt SETIES” ... ......vueiirieieariurrnenincns 2319 286.2 3322 386.9 386.9 3914 421.6 440.7
14 Non-interest-bearingdebt............ ..o 9.8 2.3 2.5 2.8 2.8 2.7 2.6 2.5
By holder®

15 U.S. government agencies and trust funds . ................. i 236.3 289.6 348.9 403.1 403.1 407.5 438.1 457.2
16 Federal Reserve Banks ..............coovviininaan.n. 151.9 160.9 181.3 2113 211.3 196.4 212.3 211.9
17 Private invesIOrS. .. ... c.ovvvnniuienenauirrnarenennnas 1,022.6 1,212.5 1,417.2 1,602.0 1,602.0 1,641.4 1,657.7 1,682.6
18  Commercialbanks ..o, 188.8 183.4 192.2 230.1" 230.17 232.0 237.1 250.5

19 Money market funds ........cooviiiiiiiiiianiaans 22.8 259 25.1 28.6 28.6 18.8 20.6 n.a.

20 InsSurance COMPAMIES ... ..........couvnvnecenennse 56.7 76.4 95.8 106.9 106.9 n.a. n.a. n.a.
21 Other COmMPAmes. ... ....vuiureriiirineneaaranannns 39.7 50.1 59.0 68.8 68.8 73.4 78.7 80.2

22 State and Jocal Treasurys........oooovuirvriinnniiiiineiiens 150.5" 173.47 235.8" 273.17 273.¢" n.a. n.a. n.a.

Individuals

23 Savings bonds ... 71.5 74.5 79.8 92.3 92.3 94.7 96.8 98.5
24 Other securities 61.9 69.3 75.0 70.5 70.5 68.3 68.6 70.4
25  Foreign and international” ..., .........ocoiiaann 166.3 192.9 212.5 251.5 251.5 250.7 270.1 268.4

26  Other miscellaneous INVEStOTSS . ... ...ovveerrneeannnenes 264.4" 366.6" 442.0 486.0" 486.07 n.a. n.a. n.a.

1. Includes (not shown separately): Securities issued to the Rural Electrifica-
tion Administration; depository bonds, retirement plan bonds, and individual
retirement bonds. .

2. Nonmarketable dollar-denominated and foreign currency-denominated se-
ries held by foreigners.

3. Held almost entirely by U.S. Treasury agencies and trust funds.

4. Data for Federal Reserve Banks and U.S. Treasury agencies and trust funds
are actual holdings; data for other groups are Treasury estimates.
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5. Consists of investments of foreign and international accounts. Excludes
non-interest-bearing notes issued to the International Monetary Fund.

6. Includes savings and loan associations, nonprofit institutions, credit unions,
mutual savings banks, corporate pension trust funds, dealers and brokers, certain
U.S. Treasury deposit accounts, and federally-sponsored agencies.

Sources. Data by type of security, U.S. Treasury Department, Monthly
.IS‘;ml;ement of the Public Debt of the United States; data by holder. Treasury

ulietin.
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions'

Par value; averages of daily figures, in millions of dollars

1987 1988 1987 and 1988
Item 1985 1986 1987"
Nov. Dec.” Jan. Dec, 23" | Dec. 30" { Jan. 6 | Jan. 13 | Jan.20 | Jan. 27
Immediate delivery?
U.S. Treasury securities ......... 75,331 | 95,445 | 109,866 | 95,689 | 75,157 | 108,588 | 81,517 | 54,635 | 82,922 | 99,913 | 111,025 | 111,057
By maturity
2 Bills .o.oveiiiiiiiiiea 32,900 | 34,247 37,853 | 30,259 | 25.227 31,965 | 25,862 19,753 | 25,198 | 30,252 38,800 | 30,052
3 Other within t year........... 1,811 2,115 3,266 4,070 2,965 3,788 2,488 3,027 4,389 3,287 3,665 3,564
4 I-Syears........oooovvvnnnns 18,361 | 24,667 27,857 { 28,364 | 20,802 28,717 | 24,191 17,076 | 20.836 | 26,382 26,401 29,863
5 S—10years.............oiennn 12,703 | 20,456 23,949 | 19,153 | 15,796 27,346 | 17,507 9,365 19.905 196 26,979 | 28,853
6 Over10vyears................ 9,556 | 13,9l 16,922 | 13,844 | 10,367 16,773 | 11,469 5.415 12,594 14,797 15,180 17.726
By type of customer
7 U.S. government securities
dealers..............oe0e 3.336 3,670 2,923 1,894 2,089 2,757 2,866 1,775 2,023 2,492 2,975 2,726
8 U.S. government securities
brokefs ..o 36,222 | 49,558 61,493 | 55448 | 43,458 63,586 | 46,317 | 28,602 | 48,800 | 61,263 63,180 | 63,046
9 Allothers’............oooovhe 35773 | 42,218 45,449 | 38,346 9.609 42,244 | 32,334 | 24,257 | 32,098 | 36,157 44,869 | 44,285
10 Federal agency securities ....... 11,640 | 16,748 18,882 | 17,919 | 14,394 18,103 { 12,262 11,763 15,867 16,761 19.410 | 16,341
11 Centificates of deposit 4,016 4,355 4,106 3,392 3.019 4,723 2870 2,819 6,057 4172 4,471 3,99
12 Bankers acceptances . 3,242 3272 2.966 2,727 2,259 3,201 1,938 1,804 3.84! 2,950 3,059 3,069
13 Commercial paper.......... 12,717 | 16,660 17,104 | 16,007 | 15,163 19,442 | 14,625 11,229 19,199 | 18,562 20,279 | 17,654
Futures contracts
14 Treasury bills.................. 5,561 3,311 3,224 2,774 2,342 2,783 1,451 1,708 1,438 2,517 3,383 3,105
15 Treasury coupons .............. 6.085 7,175 8,956 8,489 7,364 9.410 7,511 3,993 7.704 9.512 8,321 9.792
16  Federal agency secyrities ....... 252 16 5 5 1 1] 25 0 0 1] 0
Forward transactions
17 U.S. Treasury securities ........ 1,283 1,876 2,061 2,167 1,097 1,698 1,632 360 1,567 1,343 1,016 1,690
18  Federal agency securities ....... 3.857 7,831 9.824 7.191 5,704 6,545 6,268 3,364 3,978 7.464 8,615 4,972

1. Transactions are market purchases and sales of securities as reported to the
Federal Reserve Bank of New York by the U.S. government securities dealers on
its published list of primary dealers.

Averages for transactions are based on the number of trading days in the period.
The figures exclude allotments of. and exchanges for, new U. S. Treasury
securities, redemptions of called or matured securities, purchases or sales of
securities under repurchase agr reverse repurch (resale), or similar
contracts.

2. Data for immediate transactions do not include forward tr

3. Includes, among others, all other dealers and brokers in commodmes and
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securities, nondealer departments of commercial banks, foreign banking agencies,
and the Federal Reserve System.

4. Futures contracts are standardized agreements arranged on an organized
exchange in which parties commit to purchase or sell securities for delivery at a
future date.

5. Forward tr; i are agr arranged in the over-the-counter
market in which securities are purchased (sold) for delivery after 5 business days
from the date of the transaction for Treasury securities (Treasury bills, notes, and
bonds) or after 30 days for mortgage-backed agency issues.
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing'

Averages of daily figures, in millions of dollars

1987 1988 1987 and 1988
Item 1985 1986 1987
Nov. Dec.” Jan. Dec. 30" | Jan. 6 Jan. 13 | Jan.20 | Jan.27
Positions

Net immediate’
1 U.S. Treasury securities.............. 7,391 12912 | -6,258 | —6,865 [ -8,657 [ —13,257 | ~-7,310 11,424 | —15,083 | -12,145 | —13,476
2 Bills..........ooviiiiiiiii 10,075 12,761 4,325 5,702 2.506 2,269 1,529 179 —340 4,641 3,700
3 Other within 1 year . 1,050 3,706 1,556 —565 —564 -712 | ~-1,238| -1639 -961 -629 -79
4 1-Syears .................. 5.154 9,146 592 1,750 785 ~61 5,486 4,351 634 -1,391 -1,994
5 S-10years ................. -6,202 -9,505 | 6,560 | -6,214 -3,565| -5,615| -—4,695] -5,321 -4,869 | -5,354 —617
6 Over10years .......c.oovuvvnnnnns 2,686 -3,197 | -6,172 | -7,538| -7819| -9,138| -8392| -8994| -9547( -94i3( -8933
7  Federal agency securities ............ 22,860 32,984 31,900 29.108 25314 23,944 22,226 23,375 24,374 24,630 23,164
8  Certificates of deposit 9,192 10,485 8,187 6,821 6.815 5,863 7,844 7.654 ,040 5,451 5,289
9  Bankers acceptances ............ . 4,586 5,526 3,661 3,151 2,409 2,246 2,838 2,573 2,056 2,191 2,321
10 Commercial paper .................. 5,570 8,089 7,492 7,729 7.953 5,533 9,095 6,873 5,054 5,528 5.213

Futures positions
11 Treasury bills....................... -1,322 | -18,059 -3,372 1,158 450 -2,162 -1,354 -2,159 -1.411 -2,125 -2,727
12 Treasury coupons.. ... 4,465 3,473 5,989 9,170 8.179 7.829 7,709 8,189 8.833 8,342 7.223
13 Federal agency securities ...... -722 -153 -95 -% -84 0 -72 0 0 0

Forward positions
14 U.S. Treasury securities............. =911 =2,144 1 —-1,1% 145 —1641 | —1,174 =351 -1,364| -—1,302) -2,287 -609
15  Federal agency securities ............ —9.420 | ~11.840 | —18,817 | ~18.489 | —15,024 | —14,389 | —12,499 ] —13,870 | —15.875 | —14,933 § —13,015

Financing’

Reverse repurchase agreements‘
16 Overnight and continuing ............ 68,035 98,954 n.a. 117,696 n.a. 126,667 | 121,267 128,224 122,371 125,177 § 131,187
17 Term.....ooovvnnn. grovereeeaaee 80,509 | 108,693 n.a. 164,332 n.a. 155,658 | 130,567 | 145945 | 150,236 | 153,567 n.a.

Repurchase agreements:
18  Overnight and continuing ............ 101,410 | 141,735 n.a. 152,504 n.a. 160,399 | 149,481 | 162,475 | 153,439 | 162,704 n.a.
19 Term.......ooooiiiiiiiiiiinn, 70,076 | 102,640 n.a. 138,724 n.a. 122,464 | 108,767 | 114,106 | 115,756 | 118,393 n.a.

1. Data for dealer positions and sources of financing are obtained from reports
submitted to the Federal Reserve Bank of New York by the U.S. Treasury
securities dealers on its published list of primary dealers.

Data for positions are averages of daily figures, in terms of par value, based on
the number of trading days in the period. Positions are net amounts and are shown
on a commitment basis. Data for financing are in terms of actual amounts
borrowed or lent and are based on Wednesday figures.

2. Immediate positions are net amounts (in terms of par values) of securities
owned by nonbank dealer firms and dealer departments of commercial banks on
a commitment, that is, trade-date basis, including any such securities that have
been sold under agreements to repurchase (RPs). The maturities of some
repurchase agreements are sufficiently long, however, to suggest that the securi-
ties involved are not available for trading purposes. Immediate positions include

reverses to maturity, which are securities that were sold after having been
obtained under reverse repurchase agreements that mature on the same day as the
securities. Data for immediate positions do not include forward positions.

3. Figures cover financing involving U.S. Treasury and federal agency securi-
ties, negotiable CDs, bankers acceptances, and commercial paper.

4. Includes all reverse repurchase agreements, including those that have been
arranged to make delivery on short sales and those for which the securities
obtained have been used as collateral on borrowings, that is, matched agreements.
~ 5. Includes both repurchase agreements undertaken to finance positions and
“‘matched book™ repurchase agreements.

estimated.

Notke. Data on positions for the period May 1 to Sept. 30, 1986, are partially
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dollars, end of period

1987
Agency 1984 1985 1986
July Aug. Sept. Oct. Nov. Dec.
1 Federal and federally sponsored agencies .................... 271,220 | 293,905 | 307,361 | 313,859 | 316,940 | 320,789 | 328,990 | 334,678
2 Federal agencies ..... ..ovvninenirnriiinrinneaierecrenis 35,145 36,390 36,958 36,963 37,845 37,177 37,207 37,303
3 Defense Department, LR R RERTRCRRIRRPRTRY 142 71 33 18 16 15 15 15
4 Export-Import Bank®........... 15,882 15,678 14,211 13,416 13,416 12,650 12,470 12,470
5 Federal Housing Administration®, 133 115 138 175 174 178 182 182
6 Government Niuonal Mortgage Association participation
ceniﬁcateg ........................................ 2,165 2,165 2,165 1,965 1,965 1,965 1,965 1,965 n.a
7 Postal Service®. ... ... it e 1,337 1,940 3,104 3,718 4,603 4,603 4,603 4,603
8 Tennessee Valley Authority . ..............coovuniiinn.n, 15,435 16,347 17,222 17,586 17,586 17,766 17,972 18,068
9 United States Railway Association® ...................... 51 74 85 85 85 0 0 0
10 Federally sponsored agencies’ K 257,515 | 270,553 | 276,896 | 279,095 | 283,612 | 291,783 297,375
Federal Home Loan Banks 085 74,447 88,752 | 100,976 | 102,422 { 104,380 | 108,108 | 111,185 | 115,725
12 Federal Home Loan Mortgage Corporation ............... 10,270 11,926 13,589 12,309 14,150 14,949 16,703 17,762 n.a.
13 Federal National Mortgage Association................... 83,720 93,896 93,563 91,637 91,568 92,618 94,298 95,096 97,057
14 Farm Credit Banks ......ccovniriiniveiiirinennenaonenns ,192 68,851 62,478 55,715 55,408 55,276 | 55,854 55,629 54,964
15  Student Loan Markem}g Association® ....... ...l 5,745 8,395 12,171 16,259 15,547 16,389 16.220 16,362 16,503
16 Financing Corporation” ....................c.oiiviuinn na. n.a. n.a. n.a. n.a. n.a. 600 ; s
MEMoO
17 Federal Financing Bank debt™® .. ........................... 145,217 | 153,373 | 157,510 | 157,302 | 158,117 | 157,252 | 156,919 | 156,850 n.a
Lending to federal agld federally sponsored agencies
18 Export-Import Bank 15,852 15,670 14,205 13,410 13,410 12,644 12,464 12,464
19 Postal ServiceS...... 1,087 1,690 2,854 3,468 4,353 4,353 4,353 4,353
20 Student Loan Marketing 0 5,000 5,000 4,970 4,970 4,970 4,970 4,970" 4,970
21 Tennessee Valley Authority ........ 13,710 14,622 15,797 16,206 16,206 16,386 16,592 16,688 n.a.
22 United States Railway Association’ 51 74 85 85 85
Other Lending"!
23 Farmers Home Administration.........................o00s 58,971 64,234 65,374 65,049 65,069 65,009 64,934 64,934
24 Rural Electrification Administration . 20,693 20,654 21,680 21,529 21,503 21,197 21,226 21,215
20 7= 29,853 31,429 32,545 32,585 32,521 32,693 32,380" 32,226

1. Consists of mortgages assumed by the Defense Department between 1957
and 1963 under family housing and homeowners assistance programs.

2. Includes participation certificates reclassified as debt beginning Oct. 1, 1976.

3. Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thereafter.

4. Consists of debentures issued in payment of Federal Housing Administration
insurance claims. Once issued, these securities may be sold privately on the
securities market.

S. Certificates of participation issued before fiscal 1969 by the Government
National Mortgage Association acting as trustee for the Farmers Home Admin-
istration; Department of Hea.llh Educatlon and Welfare; Department of Housing
and Urban Devel ; Small B inistration; and the Veterans
Administration.

6. Off-budget.

7. lncludcs outstanding noncontingent liabilities: notes, bonds, and deben-
tures. Some data are estimated.

8. Before late 1981, the Association obtained financing through the Federal
Financing Bank (FFB).

9. The Financing Corporation, established in August 1987 to recapitalize the
Federal Savings and Loan Insurance Corporation, undertook its first borrowing in
October 1987.

10. The FFB, which began operations in 1974, is authorized to purchase or sell
obligations issued, sold, or guaranteed by other federal agencies. Since FFB
incurs debt solely for the purpose of lending to other agencies, its debt is not
included in the main portion of the table in order to avoid double counting.

11. Includes FFB purchases of agency assets and guaranteed loans; the latter
contain loans guaranteed by numerous agencies with the guarantees of any
particular agency being generally small. The Farmers Home Administration item
consists exclusively of agency assets, while the Rural Electrification Administra-
tion entry contains both agency assets and guaranteed loans.
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1.45 NEW SECURITY ISSUES Tax-Exempt State and Local Governments
Millions of dollars

. i 1987 1988
Type of |;l§|.llles eor issuer, 1985 1986 1987
June July Aug. Sept. Oct. Nov. Dec.” Jan.
1 All issues, new and mfnndlng' ..................... 214,189 | 147,011 | 95,029 | 10,718 6,967 6,500 5,510 6,257 7,758 7,671 5,202
Type of issue
2 General obligation ......................oiiill 52,622 { 46,346 | 29,599 | 3,329 | 2,238 1,975 1,755 1,127 | 2,449 1,8%4 1,243
JREVENUC ..ottt 161,567 { 100,664 | 65,430 7.389 4,729 4,525 3,755 5.130 5,309 5777 3,959
Type of issuer
4 8tate ... geonee ..] 13,004 | 14,474 8,426 1,138 834 398 535 385 431 550 423
5 Special district and y authority® .. .. 134,363 A 61,663 6,453 3,951 4,508 3,712 4,668 4,612 4972 3,055
6 Municipalities, counties, and townships 66,822 | 42,5411 24940 | 3,126" | 2,182 1,594 1,263 1,204 2,715 | 2,149 1,724
7 Issues for new capital, total ....................... 156,050 | 83,490 | 53,677 7,552 4,478 5,084 4,340 4,095 6,628 5,351 2,886
Use of proceeds
8 EdUCAtOn .........oiiiieiiiiiiiiiiaiiiies 16,658 | 16,948 | 9.217 1,554 773 869 653 480 1.006 748 851
9 Transportation .............c.eueuinineeniiiinnes 12,070 | 11,666 3,589 705 647 226 311 168 329 451 176
10 Utilities and conservation ........................ 26,852 | 35383 | 7,299 | 1,313 823 424 491 590 1,042 350 302
11 Social welfare ...................coiiiiiiiiian.n 63,181 17,332 | 9,627 1,082 465 903 647 896 1,784 1,134 833
12 Industrial aid ...........cooiiiiiiiiiiii 12,892 5,594 [ 6,083 498 469 1,630 412 683 229 1,155 133
13 Other PUIPOSES .. ..ovvniirniierenareennriinseens 24398 | 47,433 | 17,862 | 2,399 1,301 1,033 1,826 1,278 | 2,238 1,513 591
1. Par amounts of long-term issues based on date of sale. SouRCEs. Securities Data/Bond Buyer Municipal Data Base beginning 1986,
2. Includes schoo! districts beginning 1986, Public Securities Association for earlier data.
1.46 NEW SECURITY ISSUES U.S. Corporations
Millions of dollars
Tvoe of i ) 1987
ype of issue or issuer,
or use 1985 1986 1987
May June July Aug. Sept. Oct. Nov. Dec.
1 Allissues’.............cocvvnnnnnnnnnn. 239,015 | 423,726 | 286,320 | 19,977 | 28,450" 27,411 21,888 29,363 20,682" 14,2307 11,383
2Bonds® ... 203,500 | 355,293 | 232,969 | 13,439" | 22,098 22,071 17,685 23,705 17,603 13,5327 10,609
Type of offering
3 Public, domestic ...........c..iiiiiiin 119,559 | 231,936 | 208,670 | 11.402" | 20,568" 19,045 14,852 22,045 16,107" 12,799 10.274
4 Private placement, domestic® ........... 46,195 80,761 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
S.Soldabroad ................... ... ... 37,781 42,596 24,299 2,037 1,530 3,026 2,833 1,660 1,496 733 335
Industry group
6 Manufacturing ..............c.coielnn 63,973 91,548 45,209 5.035 4,104 5,552 3,343 3,506 2,724 1,280 860
7 Commercial and miscellaneous ......... 17,066 40,124 19.918 754 2,061 1,037 1,281 1,479 1,165 483 2,577
8 Transportation 6,020 9,971 2,039 21 0 343 296 25 263 0 226
9 Public utility ... 13,649 31,426 17,382 572 2,091 1,654 1,533 1,702 997 893 1,570
10 Communication ... 10,832 16,659 5,772 138 205 119 856 930 1.384 270 510
11 Real estate and financial ............... 91,958 | 165,564 | 142,633 6,920 13,636" 13,366 10,377 16.063 11,071 10,586" 4,865
12 Stocks® .....oiviet e 35,515 68,433 53,351 6,538 6,352 5,340 4,203 5,658 3,079 698" 774
Type
13 Preferred ..o, 6,505 11,514 10,123 1.170 1,202 1157 906 L2 236 162 []]
14 Common ....... ITRERTERRREPRTRRRRR 29,010 50,316 43,228 5,368 5,150 4,183 3.297 4,546 2,843 533 713
15 Private placement’..................... 35.515 68.433 53,351 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Industry group
16 Manufacturing .. 5,700 15,027 9,642 1,066 1,438 1,046 370 858 703 237 76
cial and 9,149 10,617 11,461 1.516 1,353 879 996 807 656 86 14
18 Transportation 1,544 2,427 1,795 3 492 379 0 11 40 149 1
19 Public utility ... 1,966 4,020 3,839 374 329 472 85 529 75 25 1]
20 Communication 978 1,825 1,264 200 199 294 277 75 107 1 i1
21 Real estate and financial................ 16,178 34,517 25,350 3379 2,541 2,270 2,475 3,378 1,498 200 672
1. Figures which represent gross proceeds of issues maturing in more than one 2. Monthly data include only public offerings.
ear, are principal amount or number of units multiplied by offering price. 3. Data are not available on a monthly basis.
xcludes secondary offerings, employee stock plans, investment companies other Sources. IDD Information Services, Inc., U.S. Securities and Exchange
than closed-end, intracorporate transactions, equities sold abroad, and Yankee Commission and the Board of Governors of the Federal Reserve System.

bonds. Stock data include ownership securities 1ssued by limited partnerships.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position
Millions of dollars

1987
Item 1986 1987
May June July Avg. Sept. Oct. Nov.” Dec.
INVESTMENT COMPANIES'

1 Salesof own shares® ..................cccoovvveen... 411,751 | 380,260 28,295 28,637 27,970 26,455 24,834 25,990 21,927 26,494
2 Redemptions of own shares®. ...............c........ 239,394 | 314,253 23,453 23,693 22,807 22,561 28,323 34,597 20,400 28,100
3 Netsales.....ooovuiimniiiiiinniinaeaaiiiiieeanns 172,357 | 66,007 4,842 4,944 5,763 3,894 | -3,489 | -8,607 1,507 | —1,606
4ASSets! s 424,156 | 453,793 | 500,634 | 516,866 | 531,022 | 539,171 | 521,007 | 456,422 | 446,479 | 453,793
5 Cash position® .........covvieiiiiieiiineieriaanns 30,716 | 38,175 | 39,158 | 41,467 | 41,587 | 40,802 | 42,397 | 40,929 | 41,432 | 38,175
6 Other .. .oiiii i i e 393,440 | 415,618 | 461,476 | 475,099 | 489.435 | 498,369 | 478,610 | 415,493 | 405,047 | 415,618

1. Excluding money market funds. 5. Also includes all U.S. government securities and other short-term debt

2. Includes rein t of in t i dividends. Excludes reinvest- securities.
ment of capital gains distributions and share issue of conversions from one fund
to another in the same group. i X NoTtk. Investment Company Institute data based on reports of members, which

N share redemption 1 from conversions from one fund to comprise substantially all open—end investment companies registered with the

another in the same group. Securities and Exchange Commission. Data reflect newly formed companies after

4. Market value at end of period, less current liabilities. their initial offering of securities.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION
Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1985 1986 1987
Account 1984 1985 1986
Q4 Ql Q Q3 Q4 Ql Q2 Q3

1 Corporate profits with inventory valuation and

capital consumption adjustment................. 2669 | 2776 | 2844 | 2778 | 288.0 | 2823 | 2864 { 281.1 2940 | 296.8 | 3149
2 Profits before tax............. 239.9 | 2248 | 2319 | 2335 | 2189 | 224.4 | 2363 | 2479 | 257.0 | 268.7 | 284.9
3 Profits tax liability........ 93.9 9.7 | 105.0 9.1 98.1 102.1 106.1 | 113.9 128.0 | 134.2 | 143.0
4 Profits after tax .......... 146.1 | 1281 | 1268 | 1344 | 1209 | 1223 | 1302 | 134.0 129.0 | 1345 | 141.9
5 Dividends ............... 79.0 81.3 86.8 81.7 84.3 86.6 87.7 88.6 90.3 92.4 95.2
6 Undistributed profits 67.0 46.8 40.0 52.7 36.6 35.7 42.5 45.4 38.7 42.1 46.7
7 Inventory valuation. ..ot -5.8 -.8 6.5 | —9.8 17.8 11.3 60 | -89 | —-113 | -200 [ -17.6
8 Capital consumption adjustment .................... 32.8 53.5 46.0 54.2 51.3 46.7 44.0 42.1 482 48.0 41.7

SOURCE. Survey of Current Business (Department of Commerce).
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1.49 NONFINANCIAL CORPORATIONS Assets and Liabilities'
Billions of dollars, except for ratio

1985 1986
Account 1980 1981 1982 1983 1984
Q Q2 Q3 QU Ql
] Correntassets....................ccocuuenn. 1,328.3 1,419.6 1,437.1 1,565.9 1,703.0. 1,722.7 1,734.6 1,763.0 1,784.6 1,795.7
2Cash.... ..o 127.0 135.6 147.8 171.8 173.6 167.5 167.1 176.3 189.2 195.3
3 U.S. government securities ... .... . 18.7 17.7 23.0 31.0 36.2 35.7 35.4 32.6 33.0 31.0
4 Notes and accounts receivable . 507.5 532.5 517.4 583.0 633.1 650.3 654.1 661.0 671.5 663.4
S Inventories ..............c.ouu.nn . 543.0 584.0 579.0 603.4 656.9 665.7 666.7 675.0 666.0 679.6
6O0ther ..ot 132.1 149.7 169.8 186.7 203.2 2035 211.2 218.0 224.9 226.3
7 Current liabilities . ......................... 890.6 971.3 986.0 1,059.6 1,163.6 1,174.1 1,182.9 1,211.9 1,233.6 1,222.3
8 Notes and accounts payable ................ 514.4 547.1 550.7 595.7 647.8 636.9 651.7 670.4 682.7 668.4
GOther ... e 376.2 424.1 435.3 463.9 515.8 537.1 531.2 541.5 550.9 553.9
10 Net working capital ........................ 437.8 448.3 451.1 §16.3 539.5 548.6 551.7 551.1 551.0 5734
11 MEeMo: Current ratio®. . ..........o..oouve. .. 1.492 1.462 1.459 1.487 1.464 1.467 1.466 1.455 1.447 1.469
1. For a description of this series, see ‘““Working Capital of Nonfinancial 2. Ratio of total current assets to total current liabilities.
Corporations™” in the July 1978 BULLETIN, pp. 533-37. Data are not currently SoURCE. Federal Trade Commission and Bureau of the Census.
available after 1986:1.
1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment A
Billions of dollars; quarterly data are at seasonally adjusted annual rates.
1986 1987 1988
Industry 1985 1986 1987!
Q Q3 Q4 Q Q@ Q3 Q4! Qr
1 Total nonfarm business................. 387.13 37947 390.57 376.21 375.50 386.09 374.23 377.68 393.13 417.25 427.97
Manufacturing
2 Durable goods industries............... 73.27 69.14 71.85 68.56 69.42 69.87 70.47 68.76 71.78 76.40 78.41
3 Nondurable goods industries ........... 80.21 73.56 76.01 73.62 70.01 74.20 70.18 72.03 75.78 86.05 86.27

15.88 11.22 11.18 11.29 10.14 10.31 10.31 11.02 11.64 11.74 11.86

5 7.08 6.66 6.15 6.70 7.02 6.41 5.55 5.77 6.21 7.08 7.66
6 4.79 6.26 6.53 5.87 5.78 6.84 7.46 5.72 5.91 7.03 8.35
7 6.15 5.89 6.42 5.83 6.01 6.25 5.97 6.19 7.08 6.48 6.92
8 36.11 33.91 31.65 337 33.81 33.78 30.85 3113 31.31 33.32 31.65
9 Gasandother..... ................. 12.71 12.47 12.88 12.66 12.00 12.34 12.75 12.35 13.58 12.84 13.72
10 Commercial and other? ................ 150.94 160.38 167.89 157.91 161.31 166.08 160.70 164.69 169.87 176.29 183.15
ATrade and services are no longer being reported separatety. They are included 2. “'Other" consists of construction; wholesale and retail trade: finance and
in Commercial and other, line 10. insurance; personal and business services; and communication.
1. Anticipated by business. SOURCE. Survey of Current Business (Department of Commerce).
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1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities

Billions of dollars, end of period

Securities Markets and Corporate Finance
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1986 1987
Account 1983 1984 1985
Q2 Q3 Q4 Q1 Q Q3 Q4
ASSETS
Accounts receivable, gross
1 CONSUMET. .« v cvieeentaee e aaeanaenarsnnnns 83.3 89.9 113.4 125.1 137.1 136.5 133.9 138.0 144.4 143.8
2 Business ............. 113.4 137.8 158.3 167.7 161.0 174.8 182.8 189.0 188.7 202.6
3 Real estate 20.5 23.8 28.9 30.8 32.1 33.7 35.1 36.9 383 40.3
4 Total ..ot 2173 251.5 300.6 323.6 330.2 345.0 351.8 363.9 371.5 386.8
Less;
5 Reserves for unearned income. . .................. 30.3 338 39.2 40.7 424 41.4 40.4 41.2 428 45.3
6 Reserves forlosses. ........oooovviiiiennienannns 3.7 4.2 4.9 5.1 5.4 58 59 6.2 6.6 6.8
7 Accounts receivable, net......... ...l 183.2 213.5 256.5 277.8 282.4 297.8 305.5 316.5 322.1 334.7
8 Allother........ioivvi i 344 35.7 45.3 48.8 59.9 57.9 59.0 57.7 65.0 58.2
9 Total asSetS. ... .....oovviiiinir i 217.6 249.2 301.9 326.6 3423 355.6 364.5 374.2 387.1 392.9
LIABILITIES
10 Bank 10ans .. ... ..ovivniii i 18.3 20.0 20.6 19.2 20.2 222 17.3 17.2 16.2 16.5
1 ggrgxmercial PAPET oottt 60.5 73.1 9.2 108.4 112.8 117.8 119.1 120.4 123.5 126.5
t
12 Othershort-term..........covviiiieniiiennnin, 11.1 12.9 12.5 15.4 16.0 17.2 216 24.4 26.9 27.0
13 Long-term 67.7 77.2 93.1 105.2 109.8 115.6 118.4 121.5 128.0 130.1
14 All other liabilities 31.2 34.5 40.9 40.1 4.1 434 46.3 48.3 48.7 50.1
15 Capital, surplus, and undivided profits 28.9 315 35.7 38.4 394 394 41.8 423 43.8 42.6
16 Total liabilities and capital. . ...................... 217.6 249.2 301.9 326.6 3423 355.6 364.5 374.2 387.1 392.9
Note. Components may not add to totals because of rounding.
1.52 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonally adjusted except as noted
Changes in accounts Extensions Repayments
Accounts receivable pay;
receivable
Type outstanding 1987 1987 1987
1987
Oct. Nov. Dec Oct. Nov. Dec. Oct. Nov. Dec.
T Total ... e 202,585 4,337 | 1,250 1,070 | 30,929 | 30,336 | 31,262 | 26,592 | 29,087 | 30,192
Retail financing of installment sales
2  Automotive (commercial vehicles) ............ .. ool 34,387 735 447 991 1,159 1,283 1,676 424 836 684
3 Business, industrial, and farm equipment .. ................ 24,945 258 -25 376 1,526 1,395 1,564 1,268 1,420 1,188
Wholesale financing
4 AUROMOLIVE ..ot tii it et e 30,760 3,485 261 —167 12,557 { 12,662 | 12,188 9,072 | 12,401 | 12,355
5  Equipment . 5,512 249 61 -116 886 623 679 637 562 795
6 Alother.........oviiiiiiiiiiiiiiiiiiii e 7,948 —1,455 121 171 2,983 | 3,043 | 3,182 | 4437 | 2,921 | 3,011
Leasing
T AUIOMOLIVE .o\ttt 21,711 —197 211 71 1,117 1,117 1,086 1,314 906 1,015
8 EqUIPMeENt .........o.ooviiriiienneiiiii it 41,675 188 -9 —494 1,245 881 608 1,057 973 1,102
9 Loans on commercial accounts receivable and factored com-
mercial accounts receivable ........... ... ..o il 18,358 704 331 —337 8,241 8,005 8,564 7,537 7,674 8,901
10 All other business credit. ... ... ..o iiiiiiiiianiine, 17,289 369 -67 573 1,215 1,326 1,714 846 1,393 1,141

These data also appear in the Board’'s G.20 (422) release. For address, see

inside front cover.
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1.53 MORTGAGE MARKETS

Millions of dollars;

exceptions noted.

1987 1988
Item 1985 1986 1987"
July Aug. Sept. Oct. Nov. Dec.” Jan
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Convelimonal mortgages on new homes
Terms
1 Purchase price (thousands of dollars).............. 104.1 118.1 137.0 134.6 141.2 140.2 145.3 135.9 147.3 150.8
2 Amount of loan (thousands of dollars). 77.4 86.2 100.5 9.4 102.6 100.8 106.1 100.2 107.7 109.4
3 Loan/price ratio (percent)........... 77.1 75.2 75.2 75.4 75.0 74.6 75.0 75.4 74.9 74.5
4 Matunty (years) ...........ooieiininnn 26.9 26.6 27.8 27.9 27.8 27.3 28.3 28.3 28.2 28.3
5 Fees and charges (percent of loan amount) 2.53 2.48 2.26 2.42 2.19 2.08 2.34 2.33 2.22 2.22
6 Contract rate {percent per year) .................. 11.12 9.82 8.94 9.01 9.01 9.03 8.86 8.92 8.78 8.77
Yield (percent per year)
7 FHLBB series” .......cviviviinniiiianinnannsn 11.58 10.25 9.3% 9.41 9.38 9.37 9.25 9.30 9.15 9.13
8 HUD series” ... 12.28 10.07 10.13 10.22 10.37 10.86 10.87 10.59 10.52 n.a.
SECONDARY MARKETS
Yield (percent per year)
9 FHA mortgages (E[UD series)’ ... iiiiiiiii.s 12.24 9.91 10.12 10.38 10.55 10.71 10.90 10.76 10.63 n.a.
10 GNMA securities® ...........ccvvviieieiniiiinn. 11.61 9.30 9.42 9.59 9.77 10.40 10.53 9.96 10.18 9.83
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
11 Total ... e e 94,574 98,048 95,030 94,154 94,600 94,884 95,097 95,411 96,649
12 FHA/VA-insured . 34,244 29,683 21,660 21,730 21,555 21,620 21,481 21,510 20,288
13 Conventional ............ccvivviviniiiinis 60,331 68,365 | 73,370 72,424 73,045 73,264 73,617 73,902 76,361
Mortgage transactions (during period)
14 Purchases. ... .....ooiiviniiiniieeiiiinriions 21,510 30,826 20,531 1,569 1,613 1,743 1,278 1,297 3,747 n.a.
Mortgage commitments’
15 Contracted (during period) .............oveviinns 20,155 32,987 | 25,415 2,373 2,276 1,842 1,566 2,899 3,115
16 Outstanding (end of period) ... 3,402 3,386 4,886 5,071 5,690 5,627 5,046 5,845 4,886
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period)®
17 Total 12,399 13,517 12,834 12,924 12,940 12,782 12,904
18 841 746 684 679 672 666 663
19 11,559 12,771 12,150 12,245 12,269 12,115 12,240
Mortgage transactions (during period)
20 PUTChASES . .o\t iiireerecaraiienai it 44,012 103,474 n.a. 7,252 5,031 4,297 3,079 2,978 n.a. n.a.
21 SaleS ..uii i s 38,905 100,236 6,831 4,723 4,160 3,111 2,742
Mortgage commitments® 1
22 Contracted (during period) ....................... 48,989 110,855 5,611 4,506 3,507 3,011 2,668

1. Weighted averages based on sample surveys of mortgages originated by
major institutional lender groups; compiled by the Federal Home Loan Bank

Board i in cooperatlon with the Federal Deposit Insurance Corporanon
issions, discounts, and ‘“‘points”’

2.1 all fees, cc

borrower or the seller) to obtain a loan.

3. Average effective interest rates on loans closed, assuming prepayment at the

end of 10 years.

4. Average contract rates on new commitments for conventional first mort-

gages; from Department of Housing and Urban Development.

paid (by the

6. Average net yields to investors on Government National Mortgage Associ-
ation guaranteed, mortgage-backed, fully modified pass-through securities, as-
suming prepayment in 12 years on pools of 30-year FHA/V A mortgages carrying
the prevailing ceiling rate. Monthly figures are averages of Friday figures from the
Wall Street Journal.

Includes some multifamily and nonprofit hospital loan commitments in
addition to 1- to 4-family loan commitments accepted in FNMA’s free market
auction system, and through the FNMA-GNMA tandem plans.

8. Includes participation as well as whole loans.

9. Includes conventional and government-underwritten loans. FHLMC's mort-

5. Average gross yields on 30-year, minimum-downpayment, Federal Housing
Administration-insured first mortgages for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month. Large
monthly movements in average yields may reflect market adjustments to changes
in maximum permissable contract rates.

gage commitments and mortgage transactions include activity under mortgage/
securities swap programs, while the corresponding data for FNMA exclude swap
activity.
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1.54 MORTGAGE DEBT OUTSTANDING!
Millions of dollars, end of period

1986 1987
Type of holder, and type of property 1985 1986 1987
Q4 Q1 Q2 Q3" Q4
TABBOIers. . ......o.viiiiiiiiiinniiietin s 2,269,173 | 2,568,562" | 2,906,394 | 2,568,562" | 2,665,207" | 2,756,124" | 2,831,431 | 2,906,
2 1- to 4-family 1,467,409 | 1,668,209 | 1,889,364 | 1,668,209" | 1,714,213" | 1,783,521” | 1,835,671 | 1,889,364
3 Multifamily................ 214,045 247,04" ,604 247,024" | 257,615° [ 263,513” 268,322 272,604
4 Commercial ............... 482,029 556,569 654,288 556,569 599,822 | 616,968" 636,508 654,288
Farm ......ooovvvninannns 105,690 96,760 90,138 96,760 93,557 92,122 90,930 90,138
6 Selected financial institutions 1,390,394 | 1,507,289 | 1,699,702 | 1,507,289 | 1,559,549 | 1,606,622" | 1,650,462 | 1,699,702
7 Commercial banks*. .. 429,196 502,534 587,557 502,534 19,474 544,381 566,213 587,557
8 1- to 4-family .. .... 213,434 235,814 273,214 235,814 243,518 255,672 262,869 273,214
9 Multlfamlly ............................... 23,373 31,173 32,433 31,173 29,515 30,496 31,311 32,433
10 Commercial .. ... s 181,032 222,79 267,221 ) 233,234 244,385 257,882 267,221
11 Vo 11,357 12,748 14,689 12,748 13,207 13,828 14,151 14,689
12 Savings institBtions . ........covveiiiieieriirerianiiones 760,499 777,312 861,233 777,312 809,245" | 824,961” 841,658 861,233
13 letodfamily .........oooiiiiiii 554,301 558,412 602,740 558,412 555,693" | 572,075 586,221 602,740
14 Multifamily .. ......ooviiiiii s 89,739 97,059 107,054 97,059 104,035" 102,933 104,764 107,054
15 Commercial ........ouiiiiiiiiiiii e 115,771 121,236 150,680 121,236 148,712° 149,183 149,904 150,680
16 Farm ... 688 605 n.a. 605 805 n.a. n.a. n.a.
17 Life insurance companies .............covviviieniiiniaes 171,797 193,842 210,563 193,842 195,743 200,382 204,263 210,563
18 I-todfamily ... 12,381 12,827 13,142 12,827 12,903 12,745 12,742 13,142
19 Multifamily 19,894 20,952 22,168 20,952 20,934 21,663 1,968 22,168
20 Commercial ... 127,670 149,111 165,364 149,111 151,420 155,611 159,464 165,364
21 Farm .........ieiin 11,852 10,952 9,889 10,952 10,486 10,363 10,089 9,889
22 Finance companies ,902 33,601 40,349 33,601 35,087 ,898 38,328 40,349
23 Federal and related agencies..........o.cviviviiininniinns 166,928 203,800 192,401 203,800 199,509 196,514 191,520 192,401
24 Government National Mortgage Association. .............. 1,473 889 45 889 687 458 4.
25 1- to 4-family 539 47 24 47 46 45 25 24
26 Multifamily . . . 934 842 431 842 641 622 433 431
27  Farmers Home Administra 733 48,421 42,978 48,421 48,203 48,085 42,978 42,978
28 1- to 4-family . 183 21,625 18,111 21,625 21,390 21,157 18,111 18,111
29 Multifamily.......... .. . 113 7,608 7,903 7,608 7,710 7, 7,903 903
30 Commercial .........coovviiiiiaiiiiiii i 159 8,446 6,592 8,463 8,553 6,592 6,592
31 T 278 10,742 10,372 10,742 10,640 10,567 10,372 10,372
32  Federal Housing and Veterans Administration............. 4,920 5,047 5.479 5,047 5,177 5,268 5,330 5,479
33 1- to 4-family 2,254 2,386 2,551 2,386 2,447 2,531 2,452 2,551
34 Multifamily 2, 2,661 2,928 2,661 2,730 2,737 2,878 2,928
35 Federal National Mortgage Association 98,282 97,895 96,649 97,895 95,140 ,064 ,884 96,649
36 1- to 4-family 1,966 90,718 89,666 90,718 ,106 87,013 87,901 89,666
37 Multifamily . ....... 6,316 7,477 6,983 7,177 7,034 7,051 6,983 6,983
38 Federal Land Banks. . 47,498 39,984 33,930 9,984 37,362 35,833 34,930 33 930
39 l to 4-fa.rmly ........ 2,798 2,353 1,996 2,353 2,198 2,108 2,055 1,996
T 1 < T 44,700 37,631 31,934 37,631 35,164 33,725 32,875 31,934
41 Fedena] Home Loan Mortgage Corporation ............... 14,022 11,564 12,910 11,564 12,940 12,597 2,940 12,910
42 I-todfamily ......ooiiiiiii i e 11,881 10,010 11,580 10,010 11,774 11,172 11,570 11,580
43 Multifamily . .. ..o 2,141 1,554 1,330 1,554 1,166 1,425 1,370 1,330
44 Mortgage pools or trustsS .......o.oviiinieiiiiiiienin, 415,042 531,591" 671,749 531,591" 575,435 615,142" 648,219 671,749
45  Government National Mortgage Association, .............. 212,145 262,697 319,360 262,697" 281,116 293,246" 308,996 319,360
46 1- to 4-family .. 207,198 256,920° 311,567 256,920° | 274, 710’ 286,0917 301,456 311,567
47 Multifamily............ 4, 5,777 7,793 5,777 6,406 7,155" 7,540 7,793
48 Federal Home Loan Mongag 100,387 171,372 212,105 171,372 186 295 200,284 208,350 212,105
49 1- to 4-family .. 99,515 166,667 205,460 166,667 180,602 194,238 201,786 205,460
50 Mulufamll 872 4,705 6,645 4,705 5,693 6,046 6,564 6,645
51 Federal N 54,987 97,174 139,960 97,174 107,673 121,270 130,540 139,960
52 1- to 4-family 54, 036 95,791 137,988 95,791 ,068 119,617 128,770 137,988
53 Multifamily 951 1,383 1,972 1,383 1,605 1,653 1,770 1,972
$4  Farmers Home Administratio 47,523 324 348 351 342 333 324
55 1- to 4-family 22,186 142 139 142 154 149 144 139
56 Multifamily 6,675 (] 0 0 0 0 0 0
57 Commercial 8,190 132 122 132 127 126 124 122
58 2 10,472 74 63 74 70 67 65 63
59 Individuals and others’ .........o.oiiiiiieiioiiiiiianans 296,809 325,882 342,542 325,882 330,714 337,846 341,230 342,542
60  1- to 4-family 165,835 180,896 180,837 180,896 179,517 182,010 181,241 180,837
61 Multifamily............ 55,424 66,133 74,964 66,133 70,146 73,924 74,838 74,964
62 Commercial ........... 49,207 54,845 64,309 54,845 57,866 59,110 62,542 64,309
63 FAIM ....ieiii it i e e 26,343 24,008 22,432 24,008 23,185 22,802 22,609 22,432

1. Based on data from various institutional and governmental sources, with
some quarters estimated in part by the Federal Reserve. Multifamily debt refers
to loans on structures of five or maore units.

2. Includes loans heid by posit trust
departments.

3. Includes savings banks and savings and loan associations. Beginning 1987:1,
data reported by FSLIC-insured institutions include loans in process and other
contra assets.

4. Assumed to be entirely 1- to 4-family loans.

but not bank trust

5. FmHA-guaranteed securities sold to the Federal Financing Bank were
rca.llocated from FmHA . mortgage pools to FmHA mortgage holdings in 1986:4,
by the Farmers Home Administration.

6. O di pnncupal bal of mortgage pools backing securities insured
or guaranteed by the agency indicated.

7. Other holders include mortgage companies, real estate investment trusts,
state and local credit agencies, state and local retirement funds, noninsured
pension funds, credit unions, and other U.S. agencies.
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1.55 CONSUMER INSTALLMENT CREDIT' Total Outstanding, and Net Change, seasonally adjusted
Millions of dotlars

1987
Holder, and type of credit 1986 1987
Apr. May June July Aug. Sept. Oct. Nov.” Dec.
Amounts outstanding (end of period)
) 2 R 577,784 | 612,571 | 583,595 | 583,276 | 587,821 | 591,175 | 596,182 | 602,607 | 605,488 | 608,122 | 612,571
By major holder
2 Commercial banks ,................... 261,604 | 274,984 | 263,433 | 263,463 | 264,396 1 265,085 | 265,893 | 269,155 | 270,836 | 272,274 | 274,984
3 Finance companies . ) 143,788 | 137,091 | 136,398 | 138,038 | 138,745 | 140,689 | 142,648 | 143,118 | 142,767 | 143,788
4 Creditunions................... . 84,839 79,255 79,476 80,585 81,492 82,486 83,340 83,639 84,419 84,839
S Retailers” .............oovvvnens . 40,647 40,467 40,318 40,287 40,364 40,391 40,482 40,678 40,559

\ 8 40,647
64,788 59,826 60,045 60,983 61,910 63,080 63,279 63,525 64,502 64,788
3,525 3,522 3,576 3,532 3,580 3,643 3,703 3,691 3,600 3,525

6 Savings institutions
7 Gasoline companies

By major type of credit
8 Automobile ............ciiiieiiiaen.. 245,055 | 261,654 ( 247,663 | 247,578 | 250,130 | 250,980 | 254,013 | 257,470 | 258,710 | 259,134 | 261,654
9 Commercial banks .| 100,709 | 106,487 | 101,781 | 102,189 | 102,810 | 102,829 | 103,382 | 104,662 | 105,382 | 106,036 | 106,487
10 Creditunions................. b 39,029 42,529 39,730 39,841 40,396 40,851 41,349 41,777 41,927 42,318 42,529
11 Finance companies 93,274 99,195 93,738 93,089 94,270 94,455 96,193 97,900 98,219 97,395 99,195
12 Savings institutions 12,043 13,444 12,414 12,459 12,654 12,846 13,089 13,130 13,182 13,384 13,444

13 Revolving. ..........ooooivviiiinnnnn, 134,938 | 145,940 | 136,706 [ 136,869 | 137,401 | 138,741 | 139,837 | 141,704 | 143,142 | 143,620 | 145,940
14 Commercial banks .......... .| 85652 95,273 86,929 87,133 87,590 88,685 89,535 91,226 92,459 92,992 95,273
15 Retailers................... .| 36,240 36,213 36,139 36,009 35,971 36,021 36,022 36,087 36,264 36,148 36,213
16  Gasoline companies . 3,205 3,525 3,522 3,576 3,532 3,580 3,643 3,703 3,691 3,600 3,525
17 Savings institutions 7,713 8,610 7,951 7,980 8,105 8,228 8,383 8,410 8,443 8,572 8,610
I8 Creditunions............... . 2,128 2,319 2,166 2,172 2,202 2,227 2,254 2,278 2,286 2,307 2,319

19 Mobile home ............ ...l 25,710 25,612 25,626 25,542 25,685 25,860 25,695 25,699 25,677 25,731 25,612
20  Commercial banks 8,812 8,357 8,698 8,615 8,609 8,626 8,518 8,538 8,453 ,407 s

21  Finance companies 9,028 8,470 8,816 8,785 8,807 8,839 8,623 8,580 8,610 8,578 8,470
22 Savings institutions 7,870 8,785 8,112 8,142 8,269 8,395 8,554 8,581 8,614 8,746 8,785

23 0ther.......ooiviiiiiiiii i 172,081 | 179,365 | 173,600 { 173,287 | 174,605 | 175,594 | 176,637 | 177,733 | 177,959 | 179,637 | 179,365
24  Commercial banks .| 66,431 64,867 66,026 65,527 65,387 64,945 64,458 64,728 64,542 64,840 64,867
25  Finance companies 4,192 36,123 34,537 34,524 34,962 35,452 35,874 36,168 36,289 36,794 36,123
26 Creditunions............... .| 36,700 39,992 37,359 37,463 37,986 38,413 38,882 39,285 39,426 39,794 39,992
27 Retailers................... . 4,346 4,433 4,328 4,310 4,315 4,343 4,369 4,395 4,415 4,411 4,433
28  Savings institutions 30,412 33,949 31,349 31,463 31,955 32,441 33,054 33,158 33,287 33,799 33,949

Net change (during period)

29 Total ..ot 54,979 | 34,787 3,682 ~319 4,545 3,354 5,007 6,425 2,881 2,634 4,449

By major holder
30 Commercial banks 19,520 13,380 1,500 30 933 689 808 3,262 1,681 1,438 2,710
31 Finance companies | 23,424 7,294 1,041 ~693 1,640 707 1,944 1,959 470 -351 1,021
32 Credit unjons...... 5,738 6,982 686 221 1,109 907 994 854 299 780 420
33 Retailers” .. . 1,722 61 -2 -149 =31 77 27 91 196 —-119 88
34 Savings institutions . 5,604 6,751 338 219 938 927 1,170 199 246 977 286
35 Gasoline companies ............. .| —1,030 320 117 54 -44 48 63 60 -12 -91 =75

By major type of credit
36 Automobile .......... ... ..o 36,998 16,599 1,373 -85 2,552 850 3,033 3,457 1,240 424 2,520
37  Commercial banks . 7,706 5,778 253 408 621 19 553 1,280 720 654 451
38 Creditunions................. . 3,394 3,500 344 111 555 455 498 428 150 391 211
39  Finance companies .| 23,183 5,921 706 ~649 1,181 185 1,738 1,707 319 ~824 1,
40  Savings institutions 2,715 1,401 70 45 95 192 243 4 52 202
41 Revolving.........oooveieinnninnns. 12,917 11,002 1,540 163 532 1,340 1,096 1,867 1,438 478 2,320
42  Commercial banks .......... . 9,786 9,621 1,362 204 457 1,095 850 1,691 1,233 533 2,281
43 Retailers................... . 1,545 =27 -2 -130 —-38 50 1 65 177 -116 65
44  Gasoline companies .| =1,030 320 17 54 —-44 48 63 60 -12 -91 =75
45  Savings institutions . 2, 897 45 29 125 123 155 27 33 129 38
46 Creditunions...............coovnvnes 608 191 19 6 30 25 v 24 8 21 12
47 Mobilehome ................. ...l 222 -98 12 -84 143 175 —-165 4 =22 54 -119
48  Commercial banks . =726 -455 =27 -83 -6 17 -108 20 -85 —46 -50
49  Finance companies . ~363 —558 i -31 2 32 -216 -43 30 -32 -108
50  Savings institutions ................. 1,311 915 45 30 127 126 159 27 33 132 39
SLOther......iovvveiiinennnnnns . 4,842 7,284 756 =313 1,318 389 1,043 1,096 226 1,678 =272
52  Commercial banks .......... 2,754 | —1,564 -87 ~499 —140 —442 —487 270 ~186 298 27
53  Finance companies. ......... 604 1,931 341 =13 438 450 422 294 121 505 —671
54 Creditunions............... 1,736 3,292 323 104 523 427 469 403 141 368 198
55 Retailers................... . 177 87 1 -18 5 28 26 26 20 —4 2
56  Savings institutions ................. -429 3,537 177 114 492 486 613 104 129 512 150

1. The Board's series cover most short— and intermediate—term credit ex- 2. More detail for finance companies is available in the G.20 statistical release.
tended to individuals that is scheduled to be repaid (or has the option of 3. Excludes 30—day charge credit held by travel and entertainment companies.

repayment) in two or more instaliments.
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Consumer Installment Credit A41

1.56 TERMS OF CONSUMER INSTALLMENT CREDIT
Percent unless noted otherwise

1987
Item 1985 1986 1987
June July Aug. Sept. Oct. Nov. Dec.
INTEREST RATES
Commerciat banks'
1 48monthnewcar?.........coevvneeennnnns.. 12.91 11.33 na. n.a. na. 10.37 n.a. n.a. 10.86 n.a.
2 24-month personal . ... 15.94 14.82 na. n.a. na. 14.22 n.a. n.a. 14.58 n.a.
3 120-month mobile home?. | 1496 13.99 n.a. n.a. n.a. 13.24 n.a. n.a. 13.62 na.
4 Creditcard............cooviiiiiiiiiiii, 18.69 18.26 n.a. n.a. na. 17.85 n.a. n.a. 17.82 n.a.
Auto finance companies
5 NEW CAI ...ooniiie it ean e 11.98 9.44 10.73 10.64 10.52 9.63 8.71 10.31 12.24 1223
6 Usedcarl.........ooviviiiininnniiiiinenennnn, 17.59 15.95 14.60 14.47 14.53 14.53 14.58 14.76 14.90 14.97
OTHER TERMS®
Maturity (months)
T NEWCH ....oviiiiiiiiiiiiin it iiiieiaiaaens 51.5 50.0 53.5 53.6 534 52.1 50.7 52.8 55.4 55.5
8 USedCar.........coiiirininrarninencarnaenns 41.4 42.6 45.2 454 455 454 45.2 45.2 453 453
Loan-to-value ratio
LR L [ PN 91 91 93 93 93 93 9 93 94 93
10 Usedcar........cooviininviniiiiiinnenninn.. 94 $7 98 98 9% 98 98 9 99 99
Amount financed (dollars)
L Y N 9,915 10,665 11,203 11,214 11,267 11,374 11,455 11,585 11,630 11,645
120 UsedCar......ivviiiieniiiiniiiiiinennens, 6,089 6,555 7,420 7.479 1,527 7,763 7,476 7,537 7,646 7,718
1. Data for midmonth of quarter only. . 3. At auto finance companies.
2. Before 1983 the maturity for new car loans was 36 months, and for mobile NoTE. These data also appear in the Board’s G.19 (421) release. For address,
home loans was 84 months. see inside front cover.
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A42 Domestic Financial Statistics [J April 1988

1.57 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dollars; half-yearly data are at seasonally adjusted annual rates.

1984 1985 1986 1987
Transaction category, sector 1982 1983 1984 1985 1986
H1 H2 H1 H2 Hi1 H2 Hi
Nonfinancial sectors
1 Total met borrowing by domestic nonfinancial sectors. . . ... 388.9 | 550.2 | 753.9 | 854.8| 833.4| 717.3 | 7904 | 722.7 ] 986.8; 676.9 | 989.9| 568.3
By sector and instrument
2 U.S.government ........covuinieninianns 161.3 | 186.6 | 198.8 | 223.6] 214.3] 190.4 | 207.2 { 204.8 ; 242.5} 207.2 | 221.5| 1514
3 Treasury securities.......... 162.1 | 186.7 | 199.0 | 223.7| 2147 190.7 | 207.3 ) 204.9 | 242.5| 207.4 | 222.0] 1517
4  Agency issues and morigages -9 -1 -2 —.1 ~.3 -2 -.1 -1 - -.1 -.5 -
5 Private domestic nonfinancial sectors 227.6 | 363.6 | 555.1 631.1| 619.0] 526.9 | 583.3 | 518.0 744.3| 469.6 | 768.41 417.0
6  Debt capital instruments..............ooevi.en 148.3 | 253.4 | 313.6 | 447.8| 445.0| 284.7 | 342.5 | 350.4 | 545.2( 363.4 | 546.7( 407.1
7 Tax-exempt obligations . .........coveivinnes 442 53.7 50.4 | 1364 354) 338 67.0 67.0 | 205.8] —16.9 8771 20.0
8 Corporate bonds . ..........cooviiiiiiiens 18.7 16.0 46.1 73.8] 121.7( 225 69.8 62.2 85.3] 1353 108.1| 89.0
9 MOTEBABES. . o e vvre i eeiirereiaannens 85.4 | 183.6 | 217.1 237.7| 298.0| 228.5 } 205.7 | 221.2 | 254.2| 245.0 ] 350.9| 298.1
10 Home MOrtgages. ... .ovvvnvrnenrvncnnnnss 50.5 | 117.5 | 129.7 151.9 199.4| 139.5 1 119.9 | 139.2 164.7) 163.8 | 234.9| 217.5
11 Multifamily residential 5.4 14.2 25.1 29.2 33.01 27.8 224 25.0 33.4| 312 48| 277
12 Commercial ........ovvveriininiinennns 252 49.3 63.2 62.5 73.9| 62.6 63.8 59.5 65.5| 589 88.9| 62.5
13 T 4.2 2.6 -9 -6.0] -83f -14 -4 =25 -9.5 -89 =771 -9%.6
14  Other debt instruments 79.3 | 110.2 | 2415 183.3| 164.0f 242.2 | 240.8 [ 167.5 199.1 106.2 | 221.8 9.9
15 Consumer credit . . .. 19.3 56.6 9%0.4 94.6 65.81 94.7 86.2 95.3 939 71.0 60.6] 15.7
16 Bank loans n.e.c. . 50.4 23.2 67.1 38.6 66.5| 71.2 63.0 21.0 562 12.2 120.8| —40.2
17 Open market paper. . —-6.1 -8 21.7 1461 —9.3| 26.6 16.8 14.4 14.8] —-13.1 ~5.5 4.5
18 [0 T 15.8 313 62.2 35.5 41.0] 49.7 74.7 36.8 342 36.2 4591 29.9
19 By DOITOWING SECLOT . ..vvivniiiiiiinnaiennnraeens 227.6 | 363.6 | 555.1 631.1] 619.0| 526.9 | 583.3 | 518.0 1 744.3] 469.6 | 768.4] 417.0
20 State and local governments 215 34.0 27.4 91.8 46.4| 16.2 38.6 56.3 127.2 3.1 89.7 28.6
21 Households ..............ccoiviiinnn 90.0 | 188.2 | 234.6 [ 293.4| 279.9| 235.0 | 234.2 | 259.8 | 327.1| 232.8 % 326.9( 224.0
22 27 1 N 6.8 4,1 —-.1]| —-13.9]| -15.1 -.5 41 -7.0{ -20.8} -16.8 | —13.3] —-19.5
23 Nonfarm noncorporate .......ccoovrernnse 40.2 77.0 97.0 93.1| 1159| 101.8 92.2 85.7 100.5] 96.2 135.5] 92.8
24 COTPOTALE . 1. vttt et e eeraneenaaeranirnreanns 69.0 60.3 | 196.0 166.7| 192.0f 174. 217.8 | 1232 210.3| 1543 229.7( 91.2
25 Foreign net borrowing in United States................. 16.0 17.3 8.3 1.2 9.0{ 361} -194| -58 8.2 21.5 —3.5| -12.6
26 Bonds . . 6.6 31 38 38 2.6 13 6.3 5.5 2.1 6.2 -4 -11
27 Bank loans n.e.c. -5.5 3.6 ~6.6 -2.8] -10f =13 -119( -58 .1 1.5 -3.5| -35
28  Open market paper..... 1.9 6.5 6.2 6.2 11.5{ 16.6 | —43 2.8 9.6f 19.1 391 -53
29 U.S.government loans ............. 13.0 4.1 5.0 —-6.0| -—-40f 195 -96( -82 -3.71 ~53 =27 -2.8
30 Total domestic plus foreign ..............ocv0vennennnt 404.8 | 567.5 | 762.2 | 856.0| 842.4} 7534 | 771.0 | 7169 | 995.0] 698.3 | 986.4| 555.7
Financial sectors
31 Total net borrowing by financial sectors . ................ 90.3 99.3 | 1509 | 199.0| 291.1] 153.0 | 150.7 | 175.1 | 222.8] 238.8 | 343.4| 3175
By instrument
32 U.S. government related. .........cooieiiiieiiiniees 64.9 67.8 74.9 101.5| 1743} 725 77.3 96.8 106.3] 133.8 214.8| 180.2
33 Sponsored credit agency securities. ..........c.ooooene 149 1.4 30.4 20.6 13.21 294 3L.s 26.6 14.6 6.4 20.0 7.8
34 Mortgage pool SECUmties. . .......oooviviiiinannnnn.. 49.5 66.4 4.4 79.9| 161.4] 43.1 45.8 70.3 89.5| 126.6 196.3] 171.8
35 Loans from U.S. gOVEIMMENt . .....vvuvinirnecnnnns 3N I 1.1 =4 | e e 2.2 .8 -1.5 5
36 Private financial SECtOrs ... .oovviniiisiiiiicannnnnns 25.4 315 77.0 97.4| 116.8| 80.5 73.5 78.3 116.5 105.0 128.6| 137.4
37 Corporate bonds.......o.iiiiiiiiiiiiiiiiiieienes 12.7 17.4 36.2 48.6 68.7] 308 41.5 48.9 48.31 709 66.5| 92.5
38 MOMBAZES. ..ot ireiite it .1 * 4 .1 .1 4 4 * .1 6 -.5 2
39 Bank loans n€.C....ooviniiiiniaiiiiriiaaaeees 1.9 -.1 7 2.6 4.0 6 7 2.3 2.9 4.0 40| -7.4
40  Open market PAPEr. . ... ..vvneienrurienireneains 9.9 213 24.1 32.0 2421 321 16.0 14.6 494 15.1 33.4( 383
41  Loans from Federal Home Loan Banks .............. 81 =70 15.7 14.2 19.8] 16.5 14.9 12.5 159 144 252 136
By sector
42 Sponsored credit agencies ...........iiierieiniien 15.3 1.4 30.4 21.7 129 294 31.5 26.6 16.8 7.2 18.5 8.3
43 Mortgage pools .. .. ..ot 49.5 66.4 4.4 79.91 161.4| 43.1 45.8 70.3 89.5 126.6 196.3] 171.8
44 Private financial sectors ................c.ioiiiiian.n 25.4 31.5 77.0 97.4| 116.8] 80.5 73.5 78.3 116.5| 105.0 128.6| 137.4
45 Commercial banks ........oooviiiiiiniiii i 1.7 5.0 7.3 -49{ -36| 198! -53| -47 =50 2.7 —4.6 4.4
46 Bank affiliates .........coiiiiiiiiiia s 6.8 12.1 15.6 14.5 46| 204 10.8 10.2 18.9] -1.7 10.9] 216
47  Savings and loan associations ...............ccoennon 25 | -21 22.7 22.3 2931 2.0 233 14.2 30.4 255 331 30.7
48  Finance COMPANIES. .. ...nvnuinieeranvnvenrannenens 4.5 12.9 18.9 53.9 50.2 8.2 29.6 49.7 58.11 53.1 4720 272
49 REITs............ -2 -.1 .1 -.7 -3 2 .1 -.6 -.8 6 -1.3 -2
50 CMO Issuers 2 3.7 12.4 122 36.7 9.8 15.0 9.5 149 302 43.3| 537
All sectors
51 Total net BOrrowing . .. ... ...oiiiiiiiiiiiiiaeinenas 495.1 | 666.8 | 914.1 ( 1,054.9( 1,133.5! 906.4 | 921.8 | 892.1 { 1,217.8] 937.1 | 1,329.8] 873.2
52 U.S. government securities ........... . oivieenonnn 2259 | 254.4 | 273.8 | 324.2| 389.0| 263.1 | 284.5 | 301.7 | 346.6] 340.2 | 437.8] 331.0
53  State and local obligations .. ] 442 53.7 50.4 136.4 354 338 67.0 67.0 | 205.8] —-16.9 87.7{ 20.0
54  Corporate and foreign bonds 38.0 36.5 86.1 126.1| 1929 546 | 117.6 | 1166 | 135.7; 212.4 173.5] 180.5
55  MOPBAGES. .. ovneeeieaiiiiiiannarienes 85.4 | 183.6 | 217.4 | 237.7| 298.0| 228.8 | 206.0 | 221.2 | 254.2} 245.6 | 350.4{ 298.3
56 Consumercredit ... ........oouvuninnrirneeenoonnas 19.3 56.6 90.4 94.6 65.8| 94.7 86.2 95.3 919] 71.0 60.6| 157
57 Bankloans me.C........ovviiiiiiiiiiiriiinaiiaaons 46.7 26.7 61.1 38.3 69.5| 704 51.8 17.5 5921 17.7 121.3| -51.0
58  Open market PaPer. .. ......cooiiiniiriaiiiiaainns 5.7 26.9 52.0 52.8 264 754 28.6 31.8 7371 210 3171 318
59 OtherlOans ..........coovvuvuvriruirnerarmnoriocnns 30.0 28.4 82.9 4.8 56.5] 85.7 80.0 41.1 48.6f 46.1 66.91 41.1
External corporate equity funds raised in United States
60 Total new shareissues ..........c.c.ooivivnieiirnannns 25.8 61.8 | —36.4 19.9 91.6( —47.9 | ~24.9 3.0 36.7; 100.8 82.3| 61.8
61 Mutualfunds ... ...ttt 8.8 27.2 29.3 85.7| 163.3] 26.5 322 64.2 107.1 155.5 171.1} 1233
62  AllOther...........oo.vieiieninviirnirarioenennins 17.0 346 | —65.7 | —65.8 —71.7| —744 | -57.1 | —61.2 | -70.4] —54.7 | -88.7| -61.5
63 Nonfinancial corporations. ...............oovivenns 1.4 283 | -74.5| -81.5| -80.8| -79.5 | -69.4 [ -75.5 [ —87.5| —68.7 | —92.7| —-70.0
64 Financial corporations. . ..........ocvveevrereaaens 42 2.6 7.8 12.0 8.3 6.8 8.8 11.2 12.8 7.5 9.1 6.7
65 Foreign shares purchased in United States.......... 14 3.7 9 3.7 7] ~16 5 3.1 4.3 6.6 -5.1 1.9
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Flow of Funds A43
1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS
Billions of dollars, except as noted; half-yearly data are at seasonally adjusted annual rates.
1984 1985 1986 1987
Transaction category, or sector 1982 1983 1984 1985 1986
H1 H2 HI1 H2 H1 H2 H1
1 Total funds advanced in credit markets to domestic
nonfinancial sectors . .............. ... 388.9 | 550.2 | 753.9 | 854.8 | 833.4 | 717.3 | 790.4 | 722.7 | 986.8 | 676.9 | 989.9 | 568.3
By public agencies and foreign
2 Total net adVances ........cvvvvurinvrnirnriunnirenns 1149 | 114.0 | 157.6 | 202.3 § 317.3 | 132.7 { 182.5 | 1958 ] 208.7 | 264.1 [ 370.6 | 241.3
3 U.S. government securities. . 22.3 26.3 39.3 47.1 84.8 27.6 51.0 50.3 43.9 74.0 95.6 46.3
4  Residential mortgages. ... 61.0 76.1 56.5 94.6 | 1585 55.5 57.4 88.6 1 100.7 [ 123.8 | 193.2 | 164.9
S FHLB advances to savings and loans. . 8 -7.0 15.7 14.2 19.8 16.5 14.9 12.5 15.9 14.4 25.2 13.6
6  Other loans and securities. . .............ooieeine, 30.8 18.6 46.2 46.3 54.2 33.2 59.2 4.4 48.2 52.0 56.5 16.5
Total advanced, by sector
7 U.S.LOVEINMENL. .......cvvvrrerrrrerinneraseonnns 15.9 9.7 17.1 16.8 9.5 7.5 26.6 251 8.4 10.8 8.2 ~4.1
8  Sponsored credit agencies. 65.5 69.8 743 | 101.5 | 1755 733 75.2 96.4 | 1067 | 1282 | 222.8 | 167.7
9  Monetary authorities .. ... 9.8 10.9 8.4 21.6 30.2 12.0 4.8 27.5 15.8 13.2 47.2 10.8
10 FOTEIZN ..vivvvi i ae e 23.7 237 57.9 623 | 102.1 39.8 75.9 46.8 77.8 | {119 923 66.9
Agency and foreign borrowing not in line 1
11 Sponsored credit agencies and mortgage pools........ 64.9 67.8 749 | 101.5 | 174.3 72.5 77.3 96.8 | 106.3 [ 133.8 | 2148 | 180.2
12 FOTEIBM ..ot e i 16.0 17.3 83 1.2 9.0 36.1 | —19.4 -58 8.2 215 -35 | 126
Private domestic funds advanced
13 Total net adVanCes ........ovneviinnriiiaenicnairnns 35481 5213 ) 679.5 1 755.2 | €99.3 | €93.2 | 665.7 1 6180 | 892.5 | S568.0 [ 830.6 | 494.6
14 U.S. government securities. . 203.6 | 228.1 | 234.5 | 277.0 | 304.2 | 2355 233.5 | 251.3 1 302.7 | 266.3 | 342.2 | 284.7
15  State and local obligations. . . 4.2 53.7 50.4 | 136.4 35.4 33.8 67.0 67.0| 2058 | —-16.9 87.7 20.0
16  Corporate and foreign bonds 14.7 14.5 35.1 40.8 84.3 17.3 53.0 39.7 42.0 | 100.8 67.8 61.6
17  Residential mortgages....... =53 55.0 98.2 86.4 73.8 111.7 84.8 75.5 97.4 71.3 76.4 80.3
18  Other mortgagesand loans ............... 98.3 ] 1624 | 2769 | 228.8 | 221.4 | 311.5 | 242.3 | 197.0 | 260.6 | 161.0 | 281.8 61.6
19 Lgss: Federal Home Loan Bank advances ........... 8 -7.0 157 14.2 19.8 16.5 14.9 12.5 15.9 14.4 25.2 13.6
Private financial intermediation
20 Credit market funds advanced by private financial
INSHIULIONS .. ... oui i i 274.2 | 39581 559.8 | 579.5 1 726.1 587.5 | 532.1 | 483.8 | 675.2 | 638.9 | 813.2 | 485.1
21  Commercial banking. . 110.2 | 1443 | 1689 | 186.3 | 194.7 | 192.2 | 1455 | 1433 | 2294 | 117.2 | 2723 49.9
22 Savings institutions......... 29| 1356 | 150.2 83.0 | 105.8 167.0 133.5 54.5 111.4 94.5 117.2 85.7
23 Insurance and pension funds 96.6 | 100.1 | 121.8 | 156.0 | 1759 | 1483 95.3 | 1394 | 172.5) 170.6 | 181.2 { 213.3
24 Otherfinance ..............ooiiiiiiiiiiiiiiiiiins 4.5 15.8 | 1189 | 154.2 | 249.6 80.0 | 157.8 146.5 161.9 | 256.7 | 242.4 136.2
25 Sources Of funds .. ... iii s 274.2 | 3958 | 559.8 | 579.5 | 726.1 | S87.5 | 532.1 | 483.8 1 6752 638.9 | 813.2 ] 485.1
26  Private domestic deposits and RPs 196.2 | 2154 | 3169 | 213.2 | 272.8 | 280.2 | 353.5} 191.4 | 2350 | 252.2 | 2934 15.1
27  Credit market borrowing ................. 254 315 77.0 974 | 1168 80.5 73.5 783 | 1165 1050 | 1286 | 1374
28 Other SOUICES. ... ovvvvverriniieeninniniinonnnnns 526 | 1489 | 1659 | 268.9 { 3364 { 226.8 { 105.1 [ 214.1 [ 323.6 | 28L.7 | 391.1 | 332.6
29 Foreign funds . . .. =314 16.3 5.4 17.7 12.4 10.9 =1 213 14.2 i2.3 12.5 418
30 Treasury balances............. 6.1 -5.3 4.0 10.3 1.7 -2.8 10.8 13.9 6.6 -4.2 7.6 -4.4
31 Insurance and pension reserves . 106.0 | 109.7 | 118.6 | 141.0 | 152.5 | 162.5 746 | 118.6 | 163.4 | 138.6 | 166.4 | 2344
32 Other.met. ... ... .. i -28.1 28.2 37.9 99.9 169.8 56.1 19.7 60.3 139.4 134.9 | 204.6 60.8
Private domestic nonfinancial investors
33 Direct lending in credit markets. ....................t. 106.0 | 157.0 | 196.7 | 273.2 90.1 186.2 | 207.1 212.5 | 3339 34,1 146.1 146.9
34 U.S. government securities. . 68.5 99.3 1236t 1453 434 162.8 843 156.2 | 1345 374 49.4 69.9
35  State and local obligations. . . 25.0 40.3 30.4 47.6 ~.8 10.4 50.4 14.8 80.4 | —68.7 67.2 21.7
36  Corporate and foreign bonds * -11.6 5.2 11.8 344 | -264 36.9 15.4 8.2 68.1 8 39.0
37  Open market paper......... —5.7 12.0 9.3 43.9 -4.8 15.6 3.0 3.5 84.2 | -16.3 6.7 7.7
38 Other......ooiiiiii i e 18.2 17.0 28.1 24.6 17.9 23.8 325 22.6 26.6 13.6 22.1 8.5
39 Deposits and CUITENCY . ... vvviireinieeeiaaenns 205.5 | 232.8 | 3204 | 223.5 ] 293.2 | 286.8 | 354.0 | 1983 } 248.7 | 262.0 | 324.4 10.2
40 Currency............ 9.7 14.3 8.6 12.4 14.4 13.7 3.6 15.9 8.8 10.7 18.2 10.0
41  Checkable deposits........... 18.0 28.6 279 41.4 97.7 26.0 29.8 14.6 68.2 79.9 | 1155 | —28.5
42 Small time and savings accounts 136.0 | 215.7 | 150.1 139.1 122.5 129.0 171.2 161.5 116.7 115.4 129.5 33.9
43 Money market fund shares . ... 335 -39.0 49.0 8.9 43.8 24.5 73.4 10.6 7.1 46.9 40.6 -4.6
44  Large time deposits ...... -2.4 —8.4 84.9 7.2 -93 92.0 77.9 -7.6 21.9 * -18.7 1.5
45  Security RPs............. 1.1 18.5 5.0 16.6 18.3 8.7 1.2 12.2 21.1 10.0 26.5 12.7
46  Deposits in foreign countries ............cooovvenens -4 31 =5.1 -2.1 59| -7.1 -3.1 -9.0 4.9 -.9 12.8 ] —149
47 Total of credit market instruments, deposits, and
CUTTEMCY . o . v e v evene e vttt srae s ot eanaronnens 311.5 | 389.9 | S17.1 | 496.7 | 383.3 | 473.0 | 561.1 | 410.7 | 582.6 | 296.0 | 470.5 | 157.1
48  Public holdings as percentof total. .................. 28.4 20.1 20.7 23.6 37.7 17.6 23.7 27.3 21.0 37.8 37.6 43.4
49 Private financial intermediation {(in percent) 77.3 75.9 82.4 76.7 | 103.8 84.7 79.9 78.3 756 | 1125 97.9 98.1
50 Total foreign funds . .........ooiiiiiiiiiiii e -7.7 40.0 63.3 80.1 | 1145 50.7 75.8 68.1 92.0 | 1242 ] 1049 { 108.7
MEemo: Corporate equities not included above
51 Total met iSSUES. .. ... ... ....oiviuiiniininiirnnerns 25.8 61.8 | —36.4 19.9 91.6 | —47.9 | —24.9 3.0 36.7 | 100.8 82.3 61.8
52 Mutual fund shares. 8.8 27.2 293 85.7 163.5 26.5 32.2 64.2 107.1 155.5 171.1 1233
53 Other equities................... 17.0 346 | -657 | —65.8 | —71.7 | -744 | =57.1 | —61.2 | —70.4 | —54.7 | —88.7 | —61.5
54 Acquisitions by financial institutions. 25.9 51.1 19.7 42.8 48.2 -2 39.7 58.8 26.8 56.6 39.7 65.5
55 Other net purchases ..............coiiiiiiiiiiiinas -.1 10.7 | —56.1 | =22.9 434 | -47.7 | -64.6 | —55.8 10.0 44.2 426 | -3.6

NOTES BY LINE NUMBER.
1. Line | of table 1.57.
2. Sum of lines 3-6 or 7-10.
6. Includes farm and commercial mortgages.
11. Credit market funds raised by federally sponsored credit agencies, and net
issues of federally related mortgage pool securities.

31. Excludes net investment of these reserves in corporate equities.

32. Mainly retained earnings and net miscellaneous liabilities.

33. Line 13 less line 20 plus line 27.

34-38. Lines 14-18 less amounts acquired by private finance plus amounts
borrowed by private finance. Line 38 includes mortgages.

. Mainly an offset to line 9.

13. Line 1 less line 2 plus line 11 and 12. Also line 20 less line 27 plus line 33. 47. Lines 33 plus 39, or line 13 less line 28 plus 40 and 46.
Also sum of lines 28 and 47 less lines 40 and 46. 48. Line 2/line 1.

18. Includes farm and commercial mortgages. 49. Line 20/line 13.

26. Line 39 less lines 40 and 46. 50. Sum of lines 10 and 29.

27. Excludes equity issues and investment company shares. Includes line 19. 51, 53. Includes issues by financial institutions.

29. Foreign deposits at_commercial banks, bank borrowings from foreign
branches, and liabilities of foreign banking agencies to foreign affiliates, less
claims on foreign affiliates and deposits by banking in foreign banks.

30. Demand deposits and note balances at commercial banks.

Norte. Full statements for sectors and transaction types in flows and in amounts
outstanding may be obtained from Flow of Funds Section, Division of Research
and Statistics, Board of Governors of the Federal Reserve System, Washington,
D.C. 20551,
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2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures'
1977 = 100; monthly and quarterly data are secasonally adjusted. Exceptions noted.

June July Aug. Sept. Oct.” Nov.” Dec.’ Jan.

Measure 1985 1986 1987
May
1 Industrial production ............. 123.8 125.1 129.8 128.2
Market groupings

2 Products, total 133.2 138.3 136.9

3 Final, total ....... 132.3 136.8 135.5

4 Consumer goods 124.5 127.7 127.3

5 Equipment ....... 142.7 148.8 146.3

6 Intermediate........ 136.4 143.5 141.8

7 Materials. . ..o, 113.9 118.2 116.3

Industry groupings
8 Manufacturing. .................. 126.4 129.1 134.6 133.2
Capacity utilization (percent)?

9 Manufacturing................. 80.1 798 | ... 80.4
10 Industrial materials industries 80.2 785 1 ... 79.3
11 Construction contracts (1982 = 100)3 136.0" 158.0° 162.0 157.07
12 Nonagricultural employment, total* 118.3 120.8 123.8 123.3
13 Goods-producing, tatal 102.4 102.4 102.2 101.7
14 Manufacturing, total. . ........ 97.8 96.5 97.1 96.6
15 Manufacturing, production-worker . . .. 92.6 91.2 92.1 91.6
16  Service-producing.............. R 1289 132.9 132.4
17 Personal income, total. 219.9 233.1 230.7
18  Wages and salary disbu 210.2 222.6 220.7
19 Manufacturing........ 176.4 181.5 179.9
20 Disposable Personal income 219.1 230.7 229.6
21 Retail sales®. ..................... ... 199.9 208.7 207.3

Prices’
22  Consumer (1967 = 100)................ 107.6" [ 109.6” 113.6 113.17
23 Producer finished goods (1967 = 100) ... | 104.7" | 103.2" 105.4 105.4"

129.1 130.6 131.2 1310 1325 133.0 133.6 133.8

137.8 139.5 139.9 139.4 140.9 140.9 141.1 141.5
136.2 137.9 138.4 137.8 139.3 138.1 139.2 139.5
127.2 128.9 129.4 127.7 129.0 129.1 129.3 129.8
148.1 149.7 150.2 151.2 153.0 152.4 152.4 152.4
1433 145.0 145.3 144.9 146.1 147.2 147.7 148.2
117.2 118.5 119.4 119.7 121.2 122.2 1233 1234

134.0 135.6 1359 135.7 137.3 137.9 138.5 138.9

80.8 81.5 81.5 81.3 82.0 82.2 82.4 82.4
79.8 80.6 81.1 81.2 82.1 82.7 83.3 83.3

167.0" | 165.0" | 174.0" | 160.07 164.0 157.0 157.0 145.0

123.5 123.8 124.0 124.2 124.9 1252 125.6 125.7
101.7 102.1 102.2 102.4 103.0 103.4 103.8 103.6

96.6 97.0 97.2 97.4 97.8 98.2 98.4 98.6
91.6 92.1 92.2 92.5 92.9 93.3 93.6 93.7
132.6 132.9 133.1 133.4 134.1 134.4 134.8 135.0
231.1 232.6 233.9 235.3 239.8 238.8 240.5 241.3
21.2 2223 2242 225.4 227.1 228.6 229.5 231.0
180.0 180.1 182.0 183.7 184.7 185.7 186.1 186.8
228.9 230.4 231.6 232.9 237.9 236.4 237.9 2394
209.6 210.9 214.0 210.5 208.5 209.1 211.6 212.6

113.5" | 113.8 114,47 | 115.0° 115.3 115.4 115.4 115.7
105.5" | 106.0" 105.9” | 105.7" 106.3 106.2 105.7 106.2

1. A major revision of the industrial production index and the capacity
utilization rates was released in July 1985. See “A Revision of the Index of
Industrial Production’ and accompanying tables that contain revised indexes
(1977=100) through December 1984 in the FEDERAL RESERVE BULLETIN, vol. 71
(July 1985), pp. 487-501. The revised indexes for January through June 1985 were
shown in the September BULLETIN.

2. Ratios of indexes of production to indexes of capacity. Based on data from
Federal Reserve, McGraw-Hill Economics Department, Department of Com-
merce, and other sources.

3. Index of dollar value of total construction contracts, including residential,
nonresidential and heavy engineering, from McGraw-Hill Information Systems
Company, F. W. Dodge Division.

4. Based on data in Employment and Earnings (U.S. Department of Labor).
Series covers employees only, excluding personnel in the Armed Forces.
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5. Based on data in Survey of Current Business (U.S. Department of Com-
merce).

6. Based on Bureau of Census data published in Survey of Current Business.

7. Data without seasonal adjustment, as published in Monthly Labor Review.
Seasonally adjusted data for changes in the price indexes may be obtained from
the Bureau of Labor Statistics, U.S. Department of Labor.

Notk. Basic data (not index numbers) for series mentioned in notes 4, 5,and 6,
and indexes for series mentioned in notes 3 and 7 may also be found in the Survey
of Current Business.

Figures for industrial production for the last two months are preliminary and
estimated, respectively.
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2.11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT

Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.

1987 1988
Category 1985 1986 1987
June July Aug. Sept. Oct. Nov. Dec.” Jan
HoUSEHOLD SURVEY DATA

I Noninstitutional |:»0|:|ulﬂti0nl ................ 180,440 | 182,822 | 185,010 | 184,941 | 185,127 | 185,264 | 185,428 | 185,575 | 185,737 | 185,882 | 186,083
2 Labor force (including Armed Forces)'. .. ... 117,695 [ 120,078 | 122,122 | 121,846 | 122,132 | 122,568 | 122,230 | 122,651 | 122,861 122,984 | 123,436
3 Cig"“} labor force..............cooill 115461 | 117,834 | 119,865 | 119,608 | 119,890 | 120,306 | 119,963 | 120,387 | 120,594 | 120,722 | 121,175

mployment
4 Nonagricultural industries® 103,971 | 106,434 | 109,232 | 109,108 | 109.427 | 109,907 | 109.688 | 109.961 | 110,332 | 110,529 | 110,836
5 Agriculture............... 3,179 3,163 3,208 3,192 3212 3,143 3,184 3,249 3,172 3,215 3,293

Unemployment
6 Number..... ..o, 8.312 8,237 7,425 7,308 7,251 7,256 7,091 7477 7.090 6,978 7,046
7 Rate (percent of civilian labor force) . ... 7.2 7.0 6.2 6.1 6.0 6.0 5.9 6.0 5.9 5.8 5.8
8 Notinlaborforce.................ocuee. 62,745 62,744 62,888 63,095 62,995 62,696 63,198 62,924 | 62,876 62,898 62,647

ESTABLISHMENT SURVEY DaTA
9 Nonagricultural payroll employl‘nentJ ........ 97,519 99,610 | 102,105 | 101,818 | 102,126 | 102,275 | 102,434 | 102,983 | 103,285" | 103,596 | 103,703
10 Manufacturing. . .............ooiiiii.. 19,260 18,994 19,112 19,015 19,104 19,129 19.169 19,247 19,336 19,377 19.402
Il Mining................. 927 783 742 738 744 751 759 764 759 759 745
12 Contract construction ........... 4,673 4,904 5,032 5,008 5,002 5,006 4,989 5,053 5,074 5,122 5,072
13 Transportation and public utilities 5,238 5,244 5.377 5,350 5,363 5,377 5.416 5,436 5,459 5.468 5,476
14 Trade..................oonii. 23,073 23,580 24,056 24,007 24,071 24,063 24,126 24,239 | 24,294" | 24306 24,479
ISFnance..............covneunnnn 5,955 6,297 6,588 6.586 6,608 6,624 6,629 6,650 6,657" 6,667 6,671
16 Service ........ooiviiiiiinnnn, 22,000 23.099 24,136 24,083 24,214 24,279 24,295 24,406 24,493" 24,623 24,651
17 Government. .. .........coevviiinnenennn.. 16,394 16,710 17,063 17,031 17,020 17.046 17,048 17,188 17,213" 17.274 17,207

1. Persons 16 years of age and over. Monthly figures, which are based on
sample data, relate to the calendar week that contains the 12th day; annual data
are averages of monthly figures. By definition, seasonality does not exist in
population figures. Based on data from Employment and Earnings (U.S. Depart-

ment of Labor).

2. Includes self-employed, unpaid family, and demestic service workers.
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3. Data include all full- and part-time employees who worked during, or
received pay for, the pay period that includes the {2th day of the month, and
exclude proprietors, self-employed persons, domestic servants, unpaid family
workers, and members of the Armed Forces. Data are adjusted to the March 1984
benchmark and only seasonally adjusted data are available at this time. Based on
data from Employment and Earnings (U.S. Department of Labor).
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2.12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION
Seasonally adjusted

1987 1987 1987
Series
Ql Q2 Q3 Q4 Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4
Output (1977 = 100) Capacity (percent of 1977 output) Utilization rate (percent)
1 Total industry ...................oveul. 126.9 128.2 130.9 133.0 159.5 160.4 161.3 162.2 79.5 79.9 81.2 82.0
2MININg. ...oiiii e 98.8 9.0 100.6 103.2 130.4 129.7 129.0 128.4 75.8 76.3 78.0 80.3
3Utities. ..o 108.1 108.3 1.6 112.5 137.7 138.3 138.8 139.4 78.5 78.3 80.5 80.7
4 Manufacturing. .............. ol 131.6 133.2 1357 137.9 164.5 165.6 166.7 167.7 80.0 80.5 81.4 82.2
5 Primary processing.................o.... 1143 116.1 119.2 122.1 138.2 139.0 139.8 140.6 82.7 83.5 85.3 86.9
6 Advanced processing.................... 142.0 143.5 1458 147.5 180.3 181.6 182.9 184.1 78.7 79.0 79.7 80.1
T Materdals. ............ ... 115.0 116.5 119.1 121.9 146.1 146.7 147.2 147.8 78.7 79.4 81.0 82.5
8 Durablegoods............c.coviinnne 1214 122.9 125.5 129.6 162.3 163.1 163.9 164.7 74.8 75.4 76.7 78.7
9  Metal materials ...... .. 74.7 77.0 83.6 91.1 110.6 110.0 109.4 108.8 67.5 70.0 76.5
10 Nondurable goods ............. 121.2 124.0 128.2 129.3 145.6 143.8 144.7 145.6 84.8 86.2 88.6
11 Textile, paper, and chemical .. 122.3 125.1 130.5 132.3 142.4 1434 144.4 145.4 85.9 87.2 90.4
12 Paper.................o... .| 1364 137.7 1445 | ...... 142.8 143.9 145.1 | ...... 95.5 95.7 | ......
13 Chemical................covviin 122.9 125.3 1307 | ...... 148.8 149.8 1509 | ...... 82.6 836 | ......
14 Energy materials. .................... ... 98.3 98.7 100.0 101.3 120.3 120.2 120.1 119.9 81.7 82.1 833
Previous cycle! Latest cycle? 1987 1987 1988
High Low High Low Jan. May June July Aug. Sept. Oct.” Nov.” Dec.” Jan.
Capacity utilization rate (percent)
15 Total industry ........ 88.6 72.1 86.9 69.5 79.2 79.9 80.3 81.1 81.4 8i.1 81.9 82.0 82.2 82.2
16 Mining............... 2.8 87.8 95.2 76.9 76.1 76.5 76.6 76.8 78.2 79.1 80.6 81.1 80.5 80.2
17 Utilities.............. 95.6 82.9 88.5 78.0 78.5 79.2 79.0 80.2 81.3 80.0 80.5 81.0 80.7 81.6
18 Manufacturing. ....... 87.7 69.9 86.5 68.0 79.6 80.4 80.8 81.5 81.5 81.3 82.0 82.2 824 82.4
19 Primary processing....| 91.9 68.3 89.1 65.1 82.7 832 84.0 85.4 85.3 85.1 86.2 87.0 88.1 88.1
20 Advanced processing. . 86.0 71.1 85.1 69.5 78.2 79.2 79.2 79.8 79.9 79.5 80.1 80.0 79.8 79.9
21 Materials............. 92.0 70.8 89.4 68.5 78.7 79.3 79.8 80.6 81.1 81.2 82.1 82.7 833 83.3
22 Durable goods........ 91.8 64.4 89.8 60.9 74.4 75.1 75.9 76.5 76.6 77.0 78.3 78.9 799 79.8
23 Metal materials ... .. 9.2 67.1 93.6 45.7 66.2 69.7 715 73.9 71.5 78.3 82.4 83.1 87.3 85.9
24 Nondurable goods ....{ 9I.1 66.7 88.1 70.7 85.1 86.2 86.1 88.4 88.6 88.7 88.2 88.9 90.0 89.8
25  Textile, paper, and
chemical ....... 92.8 64.8 89.4 68.8 86.4 87.1 87.1 %0.0 90.5 %0.7 90.4 91.1 92.3 92.3
26 Paper............ 98.4 70.6 97.3 799 96.4 95.7 96.3 100.5 9.9 R.5 97.4 9.1 98 | ...
27 Chemical......... 92.5 64.4 879 63.5 83.4 83.9 83.1 85.1 86.4 87.4 88.0 88.6 900 { ......
28 Energy materials. ... .. 94.6 86.9 94.0 82.3 82.5 82.1 82.8 82.4 84.0 83.5 84.9 85.4 84.5 84.8
1. Monthly high 1973; monthly low 1975. Notk. These data also appear in the Board's G.3 (402) release. For address, see
2. Monthly highs 1978 through 1980; monthly lows 1982. inside front cover.
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value A
Monthly data are seasonally adjusted
1977 1986 1986 1987 1988
pro-
Groups por- | avg.
tion Dec. | Feb. | Mar. | Apr. | May | June | July | Aug. | Sept. | Oct.” | Nov. | Dec.” | Jan
Index (1977 = 100}
MAJOR MARKET
1 Totalindex. ........................... 100.00[ 125.0 | 126.7 | 127.2 | 127.3 | 127.4 | 128.4 | 129.1 | 130.6 | 131.2 | 131.0 | 132.5 | 133.0 | 133.6 | 133.8
2 Products. . ........iiiiiiiiii 57.72| 133.2 | 135.0 | 136.1 | 136.2 | 137.2 [ 137.2 | 137.8 | 139.5 | 139.9 | 139.4 | 140.9 | 140.9 | 141.1 | 141.5
3 Finalproducts....................... 44,771 132.3 | 133.7 | 135.0 { 135.0 [ 134.5 | 1358 | 136.2 | 137.9 | 138.4 | 137.8 | 139.3 [ 139.1 [ 139.2 | 139.5
4 Consumer goods. ........voevevniin 25.52| 124.5 | 127.2 | 127.5 | 127.5 | 126.6 | 128.2 | 127.2 | 128.9 { 129.4 | 127.7 | 129.0 | 129.1 | 129.3 | 129.8
h) Equipment..............ccoiine, 19.25] 1427 1 142.2 ] 1449 | 1450 | 1449 | 1458 | 148.1 | 1497 | 1502 | 151.2 | 153.0 {1 152.4 | 1524 | 152.4
6 Intermediate products................ 12.94] 136.4 | 139.7 | 139.7 | 140.4 | 1399 | 142.1 | 143.3 | 145.0 | 145.3 | 144.9 | 146.1 | 147.2 | 147.7 | 148.2
7 Materials ............coiiiiiien 42281 1139 11152 | 1S | 1152 | 1162 § 1163 | 117.2 | 118.5 | 1194 | 1197 | 121.2 | 122.2 | 123.3 | 123.4
Consumer goods
8 Durable consumer goods ............... 6.89| 116.2 | 121.5 ] 122.4 | 121.2 | 118.1 [ 120.2 { 117.4 | 120.4 | 121.2 | 118.6 | 124.3 | 123.7 | 120.3 | 120.8
9  Automotive products. . 298 150 | 11727 | 1235 1202 | 1357 [ 118.0 | 114.9 [ 117.5 | 118.0 | F14.2 | 124.3 | 121.4 | 116.0 | 117.2
10 Autos and trucks ...l 1.79] 112.9 | 115.6 | 125.2 | 1206 J 111.5 | 113.1 | 107.9 | 112.3 | 112.4 | 107.2 | 122.2 | 118.7 | 110.2 | 112.8
11 Autos, consumer . 116 973 9951053 {1009 91.8| 910 874 8.4 | 768 79.1 9471 919} 837 775
12 Trucks, consumer . 63| 141.8 | 1456 | 162.1 | 159.9 1 148.1 | 154.2 | 146.0 | 160.4 | 178.4 | 159.4 | 173.2 | 168.5 e ceae
13 Auto parts and allied g 119 118.4 | 1208 | 121.0 | 120.5 ) 121.9 ] 125.3 | 125.4 | 1253 | 126.6 § 1248 | 127.5 ] 125.4 | 124.6 | 123.9
14 Homegoods............. .. 391 7.1 | 1244 [ 120.6 ] 1282 ] 119.9 | 121.8 | 119.3 | 122.5 | 123.6 | 121.9 | 124.3 | 125.4 | 123.6 | 123.9
15 Appliances, A/Cand TV ........... 1.24| 139.5 | 153.2 | 145.2 | 142.9 | 137.7 | 142.2 | 133.4 | 141.7 | 147.1 | 141.8 | 145.7 [ 150.1 | 143.5 | 142.5
16 Appliancesand TV .............. 1.09] 141.6 | 155.1 | 1467 | 143.8 1 139.2 | 142.3 | 1334 ] 142.6 | 145.5 | 140.6 | 146.1 | 150.5 § 1434 e
17 Carpeting and furniture............. 96 125.8 | 132.0 | 130.8 | 131.3 | 133.5 ] 133.3 | 132.3 | 134.1 | 132.0 | 131.6 | 132.9 | 133.0 | 132.9
18 Miscellaneous home goods ......... 1.71] 960 | 994 993 | 99.8 | 99.4 | 100.7 | 101.8 | 102.2 | 102.0 { 102.2 | 104.1 | 103.4 | 104.0
19 Nondurable consumer goods............ 18.63| 127.5 | 129.4 | 129.4 | 129.8 | 129.8 | 131.1 | 130.9 | 132.1 { 132.5 | 131.0 | 130.8 } 131.1 | 132.6 | 133.1
20 Consumerstaples.................... 15.29] 97.0 | 136.0 | 135.9 § 136.5 | 136.4 | 137.7 | 137.6 | 138.9 | 139.2 | 137.8 | 137.4 | 137.9 | 139.9 { 140.5
21 Consumer foods and tobacco .. ..... 7.80] 134.1 { 1339 | 134.0 | 134.8 | 1344 [ 1356 1 136.0 | 137.2 1 1374 | 137.0 { 1375 } 137.1 | 1390} ....
22 Nonfood staples................... 7.497 131.9 1 138.2 | 137.9 | 138.2 | 138.5 | 139.9 | 139.2 | 140.6 | 141.2 | 138.6 | 137.2 | 138.6 | 140.8 | 141.2
23 Consumer chemical products ..... 2.751 136.5 | 163.1 | 164.7 | 165.7 | 164.7 | 165.9 | 164.4 | 165.7 | 167.4 | 163.6 | 160.0 | 162.]1 | 166.6 | ...
24 Consumer paper products ........ 1.88] 161.2 [ 150.1 | 147.8 | 147.5 | 148.9 | 152.9 | 153.1 | 153.8 [ 153.9 | 153.2 | I51.8 | 153.0 | 154.6
25 Consumer energy................ 2.86| 147.4 | 106.4 | 105.7 | 105.8 | 106.5 | 106.4 | 105.9 | 108.0 | 107.7 | 105.0 | 105.8 | 106.7 | 107.0
26 Consumer fuel ................ 1.44| 1057 | 922 | 925 94.1| 94.5| 92.1 91,91 927 914 916 9241 932 | 94.7
27 Residential utilities ............ 1.42] 92,8 | 1208 ] 119.2 | 117.7 | 118.7 | 121.0 | 120.2 } 123.6 | 124.3 | 118.7 | 119.4 | 120.5 AN
Equipment
28 Busi and quip .o 18.01] 147.1 | 147.0 | 150.1 | 150.1 | 150.0 | 150.8 | 153.2 | 154.4 | 154.5 | 155.2 | 157.2 { 156.7 | 157.0 | 157.1
29 Business equipment.................. 14.34] 138.6 | 137.1 | 140.8 | 140.8 | 140.8 | 141.7 | 144.2 | 145.6 | 145.6 | 146.3 | 148.7 | 148.3 | 148.7 | 148.6
30 Construction, mining, and farm ..... 208f 59.8| S82| 568| 581 5861 61.2| 63.0| 650 | 66.4 | 66.1 66.5 | 67.1 67.0 } 67.1
31 Manufacturing. ............... 327 112.0 | 108.8 | 1N1.S | 110.9 ] 1111 § 1115 | 117.2 | 120.4 | 120.9 | 122.0 | [20.5 | 120.0 | 121.3 | 122.5
32 Power..... 1.27| 81.6 | 802 | 81.2| 81.7| 8.4 84.0| 840 81.8| 828} B8llI 83.0| 83.8| 847 | 855
33 Commerc 5.22] 214.6 | 213.7 | 218.4 | 219.7 | 220.9 | 222.0 | 226.7 | 227.9 | 227.7 | 229.1 | 232.4 | 231.9 | 232.8 | 233.3
34 Transit .......... 2.49| 109.2 | 108.9 | 117.4 | 114.0 | 110.4 { 110.1 | 105.4 | 106.1 | 104.7 | 105.1 ; 112.5 | 111.2 ] 109.5 } 105.6
35 Defi and space equipment......... 3,67 180.3 | 185.8 | 186.5 | 186.6 | 186.1 | 186.5 | 188.6 | 188.7 | 189.1 { 189.8 | 190.3 | 189.8 | 189.7 | 190.2
lntermediate products
36 Construction supplies .................. $.95| 1247 | 1279 | 128.4 { 1285 | 127.3 | 1283 | 13051 1334 | 132.5 ] 132.3 | 133.3 | 1340 | 134.6 } 1346
37 Business supplies...................... 6.99f 146.4 | 149.8 | 149.4 | 150.5 | 150.5 | 153.8 [ 153.4 | 155.2 | 156.3 | 155.6 | 157.1 [ 158.5 | 158.8 e
38  General business supplies ............ 5.67| 150.6 | 154.3 | 154.1 | 155.2 | 155.5 | 158.2 | 158.5 | 160.5 | 161.0 | 160.9 | 162.3 | 164.3 | 164.5 e
39 Commercial energy products.......... 1.31] 128.3 | 130.3 | 128.8 | 130.3 | 129.0 | 135.0 § 131.1 | 132.3 | 135.8 | 132.7 | 134.6 | 133.2 | 134.2
Materials
40 Durable goods materials. ............... 20.50] 119.7 | 120.7 | $21.5 | 121.8 } 122.2 | 121.6 | 124.0 | 125.2 | 125.5 | 126.4 | 128.7 | 130.0 | 131.8 | 131.9
41  Durable consumerparts.............. 492 98.5 | 9881000 | 98.9| 96.2( 952 | 992} 98.5] 99.6 | 99.0 | 102.3 } 103.0 | 103.7 | 103.0
42 Equipmentparts....................0 594| 153.9 | 154.2 ] 15561 155.8 | 157.1 | 156.0 | 158.3 | 159.3 { 159.5 | 161.1 | 162.2 | 163.2 | 164.8 | 166.0
43 Durable materials n.e.c............... 9.64| 109.4 | 111.2 | 111.5 ] 112.6 | 114.1 1 113.9 | 115.5 | 117.7 | 117.9 | 118.9 ] 121.6 | 123.2 | 125.9 | 125.7
44 Basic metal materials .............. 4.64] 80.0| 80.3| 803 | 808 81.8] 819 836 8.6 904 ] 91.3] 953 | 963 ] 100.7 | 99.5
45 Nondurable goods materials ............ 10.09] 118.3 | 123.2 ] 1225 122.8 | 125.4 | 125.3 | 124.1 | 127.6 | 128.3 | 128.6 | 128.2 | 129.4 | 131.3 | 131.4
46  Textile, paper, and chemical
materials ............... ... 7.53] 118.9 | 124.7 | 123.6 | 124.0 § 126.9 | 126.5 | 125.1 | 129.6 | 130.6 | 131.2 | 131.0 | 132.4 | 134.5 | 134.9
47 Textile materials. .. ... e 1.52] 110.6 | 116.1 | 1158 | 1185} 125.0 | .... | 111.9] 117.8 [ 116.7 | 116.0 | 113.0 | 114.2 | 1146 | ....
48 Pulp and paper materials ........... 1.55] 132.1 ] 140.2 | 136.7 | 134.7 | 137.4 | 137.4 | 139.0 | 145.4 | 145.0 | 143.3 | 142.0 | 143.5 | 146.4
49 Chemical materials ................ 446| 117.1 ] 122.3 [ 121.8 | 122.1 | 125.0 | 125.0 | 124.9 | 128.1 | 130.4 | 132.2 | 133.4 | 134.7 | 137.2
50 Miscellaneous nondurable materials ... 2.571 116,5 | 118.5 | 119.0 { 119.2 | 121.1 | 122.0 | 120.9 | 122.0 | 121.4 | 120.9 | 119.7 | 120.9 FEN
St Energy materials ...........covviiniinn 11.69] 999 | 988 | 976 | 97.0| 97.5| 993 994 | 99.0 | 100.9 | 100.2 { 101.8 | 102.4 | 101.3 ] 101.6
52 Pnimary energy..... 7.571 105.5 | 105.1 | 102.6 | 101.5 | 102.3 | 103.6 | 104.0 | 102.5 | 104.6 | 104.6 | 106.8 | 107.8 | 106.3 e
53  Converted fuel materials ............. 4.12] 89.6 | 873 | 885 889 887 914 | 91.0| 925 9%4.1 92241 97| 26| 92.1

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



A48 Domestic Nonfinancial Statistics [ April 1988

2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value—Continued

sic 1977 1986 1986 1987 1988
Groups code prqpor—‘ avg.
tion Dec. | Feb, | Mar. | Apr. | May | June | July | Aug. | Sept. | Oct.” | Nov. | Dec.” | Jan.
Index (1977 = 100}
MAJOR INDUSTRY ‘
} Mining and utilities..............1 ..... 15.79 | 103.4{ 101.6] 102.4] 101.9] 101.4] 103.1 103.0{ 103.7| 105.4| 105.4| 106.8| 107.5| 106.8| 106.9
2 Mining.........oovieennn] o 9.83 99.6] 97.1| 98.8] 98.3| 98.6f 99.2| 99.2| 99.2| 100.9| 101.9| 103.6| 104.2] 103.2 102.6
3 Utilities..................o el 596 | 109.6| 109.0] 108.5] 107.9]1 106.0{ 109.6| 109.4] 110.2] 112.9] (1.2 112.11 1129 (12.6f 114.0
4 Manufacturing. .........coovealf Leann 84.21 129.1] 1313 131.6§ 132.4| 132.4| 133.2| 134.0] 135.6| 1359| 135.7| 137.3| 137.9] 138.5] 138.9
5 Nondurable .................0 ..... 35.1 130.9] 133.4] 132.9] 133.7 134.6f 135.7] 136.9] 138.5| 138.8| 138.6| 138.1| 139.4] 140.6{ 141.2
6 Durable....................| ..., 49.10 | 127.9] 129.7| 130.8| 1315 130.9] 131.4] 132.0] 133.5| 133.8 133.7] 136.8| 136.7] 137.1| 137.2
Mining

TMetal........oooiiiiii i, 10 SOf...... 76.2 73.6] 71.2] 65.7} 71.7| 7071 74| 79.3] 86.5] 85.6 K1 ] I
8Coal...........oviiii 1112 1.60 ] 124.2F 125.4] 131.7| 122.3| 121.9] 127.2] 128.8] 127.9] 130.5| 133.3| 140.3| 142.9] 140.6 139.0
9 Oil and gas extraction ........... 13| 7.07 94.7) 89.8] 909 92.4| 93] 92.1f 91.8f 918} 93.0] 93.3] 941 93.6] 92.7 923
10 Stone and earth minerals ........ 14 .66 113.9] 122.5| 122.1| 123.8] 1254 127.6| 128.5] 130.7] 130.3} 130.0{ 131.0} 134.1] 135.7|......

Nondurable manufactures

11t Foods ........c.oovvvvnniinnn 20| 7.96 | 133.6] 136.7| 136.4| 137.3| 136.0| 1374 137.7 139.5] 138.0
12 Tobacco products. . . 21 .62 96.6| 934 99.9| 101.1| 99.6] 106.6| 107.0 101.7{ 103.7
13 Textile mill products 22| 229 113.2] 113.4] 110.8] 112.6} 116.6] 1157 117.2 118.2] 116.8
14 Apparel products .. . 23| 2.79 103.6] 104.9] 106.5f 105.4] 105.3} 106.4| 107.7 107.6] 108.0|
15 Paper and products ............. 26f 3.15 | 136.4} 141.1F 139.9] 139.9] 140.5] 141.3| 142.6 147.4F 146.0
16 Printing and publishing .......... 27| 4.54 1 163.4] 166.4| 164.4 167.6] 169.2] 171.4 174.1 174.9] 175.2
17 Chemicals and products ......... 281 8.05 [ 133.0] 1357} 1357} 135.3] 137.3] 138.1) 139.3 142.4] 1415
18 Petroleum products ............. 291 240 92.11 93.5] 916 92.1| 94.0f 92.6f 9.3 93.5] 9%.6
19 Rubber and plastic products. ..... 30 2.80 153.3] 157.1] 156.2| 158.6{ 160.5| 162.2] 1654 165.2| 166.7
20 Leather and products. ........... 31 .83 61.3| 60.2] 59.8] 59.4| 602| 61.4| 60.8 60.7] 59.6
Durable manufactures

21 Lumber and products ........... 241 230 | 123.4) 133.5] 129.6 1289 127.8] 130.3] 13111 132.8; 13L.1| 126.9] 129.8
22 Fumiture and fixtures ........... 251 1.27 | 146.7] 148.8] 145.0 149.9 148.2) 150.5] 153.9] 156.2| 155.2| 15591 156.0
23 Clay, glass, stone products. ...... 32| 2.72 120.21 119.4| 118.8| 119.8| 120.6] 117.2] 117.9] 118.8] 116.5] 118.6| 118.9
24 Primarymetals ................. 33 5.33 75.8] 73.4) 75.1 77.0f 76.1] 77.0f 78.8] 814 85.1| 845 90.6 90.0f 926/ 91.0
25 lronandsteel ................ 331.2f 3.49 63.4] 6131 623 654} 650 6571 683 709 760 74.6] 80| 79.7( 850|......
26 Fabricated metal products ....... 34] 6.46 | 107.4] 109.6| 108.3| 110.5] 109.9] 108.5{ (10.1f 1111} ¥10.1} 111.1] 113.5] 113.8] 115.5] 116.0
27 Nonelectrical machinery......... 351 9.54 | 141.9] 144.8| 145.5( 148.5 150.4] 149.7| (51.8] 155.31 154.3] 156.6] 158.0| 157.3| 158.6] 159.2
28 Electrical machinery ............ 36| 7.15 166.5] 170.4] 171.0| 168.5| (68.4] 171.1f 170.5{ 172.5 174.3( 173.4| 175.5| 175.7| 175.3] 1763
29 Transportation equipment 371 9.13 | 125.8] 126.8f{ 132.7| 132.2) 127.8] 129.4] 126.5 127.6] 128.1| 125.5| 132.0| 130.4| 128.4] 128.0
30 Motor vehicles and parts ...... 371 5.25 | 1109 1097 117.7] 116.5] 109.8| 112.0] 107.4[ 109.4| 109.1| 105.6] 116.0] (14.0[ [10.5] 109.0
31  Aerospace and miscellaneous

transportation equipment ..]372-6.9f 3.87 | 146.1] 150.1| 153.0| 153.4 152.3] 153.1] 152.4] 152.3] 153.9 152.5] 153.7| 152.8| 152.6] 153.8
32 Instruments .........ooeiiinenn 38| 2.66 | 141.3] 140.2] 142.0( 140.3] 142.8| 142.1] 144.5] 143.8F 1463} 145.6] 146.7] 147.3| 144.8] 1458
33 Miscel} tures. ..... 9| 1.46 99.3| 103.8] 101.6] 1039} 101.4] 101.9] 101.2] 100.5] 102.2] 102.1| 104.6] 104.5| 103.6]......

Utitities

34 Electric......oovvieninnieand cuinn 4.17 | 122.2] 122.6] 122.3| 123.6( 122.3] 128.8] 128.8( 131.0] 132.0{ 127.5| 126.8}f 127.5] 126.9|......

Gross value (billions of 1982 dollars, annual rates)

MAJOR MARKET
35 Products, total ..................| ..... 517.5 11,702.2/1,700.7|1,718.7(1,725.2{1,710.0|1,723.0| 1,720.4(1,732.5{1,741.7]1,735.9{1,774.1| 1,771.1}1,771.0| 1,780.2

1,314.5(1,307.311,329.2]1,330.31,316.5(1,324.7[1,320.1]1,326.6| 1,334.9] 1,330.3(1,360.9] 1,358.5[1,355.31 1,363.1
853.8| 857.1| 865.3] 868.1| 857.1| 862.8| 855.1f 863.2| 866.4] 856.9| 876.6] 877.9| 878.2
458.2| 450.2] 463.9| 462.2] 459.4] 461.9| 465.0| 463.5| 468.5| 473.4] 484.4] 480.6| 477.1 477.6
387.6| 393.4] 389.5| 394.91 393.6] 398.4| 400.3] 405.9] 406.8; 405.6] 413.2| 412.6| 415.7} 417.1

36 Final ...............ccociivnn
37 Consumergoods..............
38 Equipment...................
39 Intermediate....................

A A major revision of the industrial production index and the capacity (July 1985), pp. 487-501. The revised indexes for January through June 1985 were
utilization rates was released in July 1985. See ‘A Revision of the Index of shown in the September BULLETIN.
Industrial Production’* and accompanying tables that contain revised indexes Norte. These data also appear in the Board's G.12.3 (414) release. For address,
(1977=100) through December 1984 in the FEDERAL RESERVE BULLETIN, vol. 71 see inside front cover.
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Selected Measures A49
2.14 HOUSING AND CONSTRUCTION
Monthly figures are at seasonally adjusted annual rates except as noted.
1987
Item 1985 1986 1987
Mar. Apr. May June July Aug. Sept. Oct.” | Nov. Dec.
Private residential real estate activity (thousands of units)
NEw UNITS
1 Permits authorized 1,750 1,524 1,719 1,598 1,493 1,517 1,487 1,502 1,502 1,463 1,469 1,361
2 1-family 1,071 1,030 | 1,150 | 1,058 1, 1,039 993 1,023 992 977 983 974
3 2-or-more-family 679 495 569 540 478 494 479 510 486 486 387
4 Started ... 1,805 1,621 1,723 | 1,635 1,599 | 1,583 | 1,594 | 1,583 | 1,679 1,538 1,661 1,404
5  1family 1179 1,147 1,206’ 1,201” 1,125 1,086" 1,142" N 1,211 1,105 1,129 1,041
6  2-or-more-family 626 474 517 4347 4747 497 452" 474 468" 433 532 363
7 Under construction, end of period‘ .| 1,063 1,074 1,002 1,085 1,070 1,061 1,059 1,053 1,049 1,052 1,049 1,050 1,030
8 lfamily.........ccoiiiiiiiinins 539 583 599 618 623 621 620 623 625 631 631 630 625
9 2-or-more-family................ 524 490 403 467 446 41 439 430 424 421 418 420 406
10 Completed ....................... 1,703 1,756 1,664 1,689 1,830 1,621 1,601 1,698 1,666 1,581 1,549 1,562 1,635
11 lHamily.........cooviiin 1,072 1,120 1,120 1,141 1,148 1,158 1,101 1,120 1,067 1,112 1,111 1,080 1,110
12 2-or-more-family................ 631 637 545 548 682 463 500 578 599 469 438 482 525
13 Mobile homes shipped............. 284 244 233 2307 229 224" 234 243" 234" 240 234 222 227
Merchant builder activity in
1-family units
14 Numbersold ..................... 688 748 675 720 733 649 641 671 675 644" 659 643 603
15 Number for sale, end of period! .. .. 350 361 371 358 359 355 359 359 361 361 360 363 366
I;{n‘cg (thousands of dollars)*
edian
16  Units sold. 84.3 9.2 104.4 98.4 96.5 104.9 109.0 105.0 106.8 106.5" 106.0 117.0 108.9
Average
17 Unitssold...................... 101.0 1122 127.8 119.5 118.1 126.6 135.8 128.6 128.5 133.5" 125.0 139.0 135.8
EXISTING UNrts (1-family)
18 Numbersold ..................... 3,217 3,566 3,523 3,680 3,560 3,770 3,500 3,430 3,410 3,450 3,570 3,370 3,330
Price of units sold
(thousands of dollars)?
19 Median ...........ovoviiviiiae 754 80.3 84.9 85.6 85.0 85.2 85.2 86.2 85.1 85.1 £4.8 83.7 85.4
20 AVETage ...o.cviiiinininrniiiennns 90.6 98.3 105.3 104.9 105.0 106.3 106.0 107.6 105.3 106.2 106.3 105.0 107.1
Value of new construction® {millions of dollars)
CONSTRUCTION
2] Totalputinplace ................. 355,995 | 388,815 | 399,468 | 388,303 | 396,222 | 396,680 | 397,191 | 398,465 | 402,872 | 402,782"| 403,482 | 411,325 | 409,730
2 Private......ocieiiiiiii s 291,665 | 316,589 | 324,065 | 312,203 | 320,483 | 321,414 | 324,256 | 323,847 | 329,831 ] 324,857’ 326,658 | 333,581 | 330,090
23 Residential 158,475 | 187,147 | 198,103 | 190,812 | 199,523 | 195,871 { 200,864 | 198,005 | 200,241 | 196,969"| 198,803 | 199,823 | 200,762
24 Nc;;lrﬁ‘sii_demial, total 133,190 | 129,442 | 125,962 | 121,391 | 120,960 | 125,543 | 123,392 | 125,842 | 129,590 | 127,888 | 127,855 | 133,758 | 129,328
uildings. .
25 Indusgtria 15,769 | 13,747 | 13,072 | 11,354 ] 11,492 | 13,376 | 13,023 | 13,005 13,659 | 14,387 [ 13,561 14,363 | 13,412
26 Commerci: 51,315 | 48,5921 43,8921 52,285 | 50,924 | 53,224 | 51,831 52,537 | 54,055| 52,800 | 53,788 | 57,602 53,935
27 Other 12,619 | 13,216 | 15,199 | 15,143 | 14950 | 14,926 { 14,769 | 15,317 | 14,888 [ 15,079 | 15,567 | 16,158 | 16,515
28 Public utilitie 53,487 | 53,887 ) 53,799 ) 42,609 43,594 ) 44,017 | 43,769 ) 46,988 | 45,622 | 44,939 | 45,635 R
29 Public ............ 75,401 | 76,100 | 75,739 [ 75,266 | 72,935 74,618 | 73,041 | 77,924 76,824 | 77,744 | 79,641
30 Military ,204 3,893 ,403 397 4,352 009 4,193 6,083 ,308 4,738 3,1
31 Highway 23,275 | 23,575 22,673 | 22,607 | 21,704 | 22,441 | 22,005 23,489 | 24,975 | 24,832 | 26,400
32 . Conservation and development ... | 4,746 4, 5,222 4,792 5,551 4,839 5,498 5,328 5,127 4,978 5,491 5,188 6,060
33 Other...........ioiviiiiiinaa 34,541 | 40,278 | 42,700 B840 | 44,112 | 43,423 | 41,381 840 | 41,716 | 43,374 | 42,050 | 42,986 | 44,017

1. Not at annual rates.

2. Not seasonally adjusted.

3. Value of new construction data in recent periods may not be strictly
comparable with data in prior periods because of changes by the Bureau of the
Census in its estimating techniques. For a description of these changes see
Construction Reports (C-30-76-5), issued by the Bureau in July 1976.

NoTtke. Census Bureau estimates for all series except (1) mobile homes, which
are private, domestic shipments as regorted by tﬁe Manufactured Housing
Institute and seasonally adjusted by the Census Bureau, and (2) sales and prices
of existing units, which are published by the National Association of Realtors. All
back and current figures are available from the originating agency. Permit
authorizations are those reported to the Census Bureau from 16,000 jurisdictions
beginning with 1978.
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AS50 Domestic Nonfinancial Statistics [1 April 1988

2.15 CONSUMER AND PRODUCER PRICES
Percentage changes based on seasonally adjusted data, except as noted

Change from 12 Change from 3 months earlier -
months earlier (at annual rate) Change from I month earlier Index
l}evel
an.
ltem 1987 1987 1988 | 1988
1987 1988 (1967

Jan. Jan. = 100)!
Mar. June Sept. Dec. Sept. Oct. Nov. Dec. Jan.
CoNSUMER PRICES?
1 Allitems . ...................el 1.5 4.0 6.3 4.3 39 32 3 3 3 2 3 118.7
2F00d .. . e 4.2 3.2 3.6 5.8 2.1 2.8 5 2 1 4 3 115.7
3 Energyitems................ | -17a 4.2 25.5 6.6 6.0 -39 -4 ~-.6 3 -.8 -7 87.4
4 All items less food and energy. 38 4.3 49 3.8 3.8 4.4 2 5 3 2 5 120.8
5 Commodities .............. . 1.4 34 4.8 3.7 2.9 2.5 4 4 4 -2 4 13.2
6 SErviCeS .......iiiiereiiirii e, 5.0 4.8 4.8 4.4 4.3 5.0 2 6 2 4 .6 125.2
PRODUCER PRICES
7 Finishedgoods ............c.ovoiiiienn. -1.4 2.1 4.3 35 38 -2.6 4 -2 —.1 -4 4 106.2
8 Consumer foods ....... . 1.8 2.4 -2.5 9.6 ~1.8 -5.7 6 -4 3 -1.4 1.7 110.6
9  Consumer energy ...... -319 1.7 40.6 2.0 16.5 -12.5 -5 -8 -9 -1.6 -4.5 59.0
10 Other consumer goods. . e 3.1 2.7 29 1.8 4.6 1.4 5 .1 ~.I 3 6 116.3
11 Capital equipment..................... 2.4 1.2 1.1 1.1 4.0 -7 S -3 -1 2 2 112.7
12 Intermediate materials® . ................. -33 5.1 6.7 5.3 5.6 4.8 2 5 .5 .2 3 104.2
13 Excludingenergy ..................... 7 58 4.2 4.2 53 7.6 6 7 .5 .5 9 111.7
-1.8 5.6 -2.5 25.2 -4.8 -5.2 0 .5 -2.7 .8 9 96.9
~211 -1.9 50.0 11.3 5.9 =157 ~2.8 -1.6 -1.2 ~1.5 -3.8 70.7
1.8 224 8.7 27.2 39.4 16.9 34 2.8 7 .5 1.3 128.6
1. Not seasonally adjusted. 3. Excludes intermediate materials for food facturing and factured
2. Figures for consumer prices are those for all urban consumers and reflect 2 animal feeds.
rental equivalence measure of homeownership after 1982. SouRck. Bureau of Labor Statistics.
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Selected Measures AS1

2.16 GROSS NATIONAL PRODUCT AND INCOME
Billions of current dollars except as noted; quarterly data are at seasonally adjusted annual rates.

1986 1987
Account 1985 1986 1987
Q4 Ql Q2 Q3 Q4
GRoss NATIONAL PrRODUCT
O 4,010.3 4,235.0 4,487.7 4,288.1 4,371.7 4,445.1 4,524.0 4,604.0
By source
2 Personal consumption expenditures .................. ..ol 2,629.4 2,799.8 2,967.0 2,858.6 2,893.8 2,943.7 3,011.3 3,019.2
3 Durablegoods .................. 368.7 402.4 413.8 419.8 '396.1 409.0 436.8 413.1
4  Nondurable goods 913.1 939.4 981.6 946.3 969.9 982.1 986.4 988.1
S SEIVICES .\ttt e e e 1,347.5 1,458.0 1,571.6 1,492.4 1,527.7 1,552.6 1,588.1 1,617.9
6 Gross private domestic investment .............. .ot 641.6 671.0 716.7 660.2 699.9 702.6 707.4 756.8
7 Fixed inVeSUNENt .......vivenouvenriierneinaeiearnraneens 631.6 655.2 671.3 666.6 648.2 662.3 684.5 690.1
8 Nonresidential ...........ooviiiiiiiieiniiiiiianiaean 442.6 436.9 42,9 439.7 422.8 434.6 456.6 457.8
9 T T O 152.5 137.4 133.9 132.9 128.7 129.7 137.1 140.1
10 Producers’ durable equipment ..............c.ciiiiian 290.1 299.5 309.0 306.7 294.1 304.9 319.5 317.6
t1 Residential Structures .............ocvviiiiinianiaiiainns 189.0 218.3 228.4 226.9 225.4 217 227.9 2323
12 Change in business inventories .............c.ovvvnereninans 10.0 15.7 45.4 -6.4 51.6 40.3 229 66.7
13 NONFAMM L.\ttt a e aees 13.6 16.8 36.6 5.1 48.7 273 111 59.3
14 Net exports of goods and services -79.2 —-105.5 -120.3 -116.9 -112.2 -118.4 -123.7 -126.9
15 Exports . 369.9 376.2 427.4 383.3 397.3 416.5 439.2 456.8
16 Imports 449.2 4817 547.7 500.2 509.5 534.8 562.9 583.7
17 Government purchases of goods and services .................. 818.6 869.7 924.3 886.3 896.2 917.1 929.0 954.8
18  Federal .......ovuveiiiiniioininiiieiinnaieninianneareanen 353.9 366.2 380.9 368.6 366.9 379.6 382.1 395.1
19 Stateandlocal ...ttt 464.7 503.5 543.4 517.7 529.3 537.6 546.9 559.7
By major type of product
20 Final sales, total 4,000.3 4,219.3 4,442.3 4,294.6 4,326.0 4,404.8 4,501.1 4,537.3
21 00dS i 1,693.8 1,782.5 1,698.9 1,738.7 1,763.5 1,798.3 1,829.4
2 Durable .................. 726.8 7729 7373 747.0 756.7 785.7 802.2
23 Nondurable . 967.0 1,009.6 961.6 991.7 1,006.8 1,012.6 1,027.2
24 Services ..........ceiaen... : 2,116.2 2,270.1 2,160.0 2,212.0 2,252.2 2,280.3 2,327.0
25 SUUCLUTES ..o .oeeinetteae it e eraa e e i aaaessiaaens 403. 425.0 435.1 429.3 426.9 429.4 436.4 447.6
26 Change in busmess inventories 10.0 15.7 454 ~6.4 51.6 40.3 229 66.7
27  Durable 7.3 4.8 24.8 —4.5 352 22.1 -19 43.7
28  Nondural 2.7 10.9 20.6 -19 16.5 18.2 24.8 23.0
29 Memo
Total GNPin 1982 dollars ...............coviiiiiiaiiennnienn 3,607.5 3,713.3 3,820.3 3,731.5 3,772.2 3,795.3 3,835.9 3,877.9
NATIONAL INCOME
30 Total ... e e e 3,229.9 3,422.0 3,637.7 3,471.0 3,548.3 3,593.3 3,659.0 n.a.
31 Compensation of employees .............oovviviiiiiiaenniiies 2,370.8 2,504.9 2,647.5 2,552.0 2,589.9 2,623.4 2,663.5 2,713.4
32  Wages and salaries 1,974.7 2,089.1 2.212.7 2,128.5 2,163.3 2,191.4 2,226.5 2,269.8
33 Government and government enterprises .................. N3 394.8 421.4 403.8 412.2 418.1 424.5 430.9
34 Other ... ....viiiiiiii i 1,602.6 1,694.3 1,791.3 1,724.7 1,751.1 1,773.3 1,801.9 1,838.9
35 Supplement to wages and salaries 396.1 415.8 434.8 423.5 426.6 432.0 437.0 443.6
36 Employer contributions for social insurance ............... 203.8 214.7 224.6 219.1 220.0 222.5 225.9 230.0
37 Other laborincome ............ ..ol 192.3 201.1 210.2 204.4 206.7 209.5 2111 2135
38 Proprietors’ incomel ..l 257.3 289.8 327.8 297.8 320.9 323.1 322.7 344.5
39  Business and professional! 227.6 252.6 279.0 261.2 269.7 275.8 282.1 288.4
40 Farml s 29.7 37.2 48.8 36.6 51.3 473 40.6 56.1
41 Rental income of persons? .........cc.eooiieiiiieiieieiinnn. 9.0 16.7 19.1 18.4 20.0 18.9 17.3 20.1
42 Corporate proﬁts ........................................... 277.6 284.4 306.5 281.1 294.0 296.8 314.9 n.a.
43 Profits before tax® ,............ 224.8 2319 2157 2479 257.0 268.7 284.9 n.a.
44 Inventory valuation adjustment . -.7 6.5 -17.3 -8.9 ~11.3 -20.0 -17.6 -20.4
4S5 Capital consumption adjustment 535 46.0 48.2 42.1 438.2 48.0 47.7 48.7
46 Net iNterest. ... ..oovinrini it iiarareeieinarorenenens 3153 326.1 336.7 321.7 323.6 3311 340.6 351.6
1. With inventory valuation and capital consumption adjustments. 3. For after—tax profits, dividends, and the like, see table 1.48.
2. With capital consumption adjustment. SOURCE. Survey of Current Business (Department of Commerce).
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AS52 Domestic Nonfinancial Statistics [1 April 1988

2.17 PERSONAL INCOME AND SAVING
Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exceptions noted.

1986 1987
Account 1985 1986 1987"
Q4 Q1 Q Q3 (o234
PERSONAL INCOME AND SAVING
1 Total personal inCOME ... ....oviienniiiiiiiiiiiii s, 3,327.0 3,534.3 3,746.3 3,593.6 3,662.0 3,708.6 3,761.0 3,853.6
2 Wage and salary disbursements ...l 1,974.9 2,089.1 2,212.7 2,128.5 2,163.3 2,191.4 2,226.1 2,270.2
3 Commodity-producing mdustncs RN 609.2 6233 641.1 628.4 632.9 635.0 641.8 654.8
4 Manufacturing ...... . 460.9 470.5 484.0 474.5 477.2 479.0 485.1 494.7
5 Distributive industries . 473.0 497.1 522.9 504.7 511.5 518.9 526.3 534.8
6  Service industries ............... 520.4 573.9 627.3 591.6 606.7 619.3 633.9 649.3
7  Government and government enterp 3723 394.8 421.4 403.8 412.2 418.1 424.2 431.2
8 Other labor i inCome ... 192.3 201.1 210.2 204.4 206.7 209.5 211.1 213.5
9 Proprietors’ income! ............... 257.3 289.8 327.8 297.8 320.9 323.1 322.7 344.5
10  Business and professional’ 227.6 252.6 279.0 261.2 269.7 215.8 282.1 288.4
1 Farm''...... ... ... .......... 29.7 372 48.8 36.6 513 47.3 40.6 56.1
12 Rental income of persons® ........ 9.0 16.7 19.1 18.4 20.0 18.9 17.3 20.1
13 Dividends ............c00ivii 76.3 81.2 87.5 82.9 84.5 86.3 88.7 90.5
14 Personal interest income . . 476.5 497.6 515.8 496.8 499.8 506.3 520.0 537.2
15 Transfer payments .............cc.oooiiiiiiiiiiiiin, 489.7 518.3 543.0 526.6 533.7 541.5 545.8 551.2
16  Old-age survivors, disability, and health insurance benefits ... 253.4 269.2 282.8 273.5 278.0 282.3 284.4 286.5
i7  Less: Personal contributions for social insurance ............ 148.9 159.6 169.8 161.8 166.7 168.4 170.7 173.6
18 EQUALS: Personal inCOme .............cocviviinininnrniiaiins 3,327.0 3,534.3 3,746.3 3,593.6 3,662.0 3,708.6 3,761.0 3,853.6
19  Lzss: Personal tax and nontax payments ..............c.ov.n 485.9 512.2 564.8 532.0 536.1 578.0 565.7 579.4
20 EquaLs: Disposable personal income .................covuiin 2,841.1 3,022.1 3,181.5 3,061.6 3,125.9 3,130.6 3,195.3 3,274.2
21 Lgss: Personal outlays 2,714.1 2,891.5 3,061.9 2,952.6 2,987.5 3,037.4 3,106.5 3,116.4
22 EqQuaLs: Personal saving 127.1 130.6 119.6 109.0 138.4 93.2 88.8 157.9
MEemo
Per capita (1982 dollars)
23 Gross national Product .......ovuviviiiiiiiii i 15,073.7 | 15,369.6 | 15,669.8 | 15,387.6 | 15,523.4 | 15,586.4 | 15,714.4 | 15,847.5
24 Personal consumption expenditures .. 09,8302 | 10,142.8 | 10,239.1 10,228.8 | 10,188.9 10,215.6 } 10,326.5 10,220.2
25 Disposable personal income ... .| 10,622.0 | 10,947.0 | 10,979.0 | 10,956.0 | 11,008.0 | 10,865.0 | 10,958.0 | 11,083.0
26 Saving rate (PETCEAL) ... . .iviveririirarinatiiinraaaas 4.5 43 3.8 36 4.4 3.0 2.8 4.8
GROSS SAVING
27 Gross SBVADE ............covvnernmninaenaceannicnenrsnaenies 531.3 532.0 566.2 515.3 554.3 §51.3 559.3 n.a.
28 Gross private saving ... 664.2 679.8 673.3 653.4 683.8 639.9 648.7 n.a.
29 Personal saving ............. o 127.1 130.6 119.6 109.0 1384 93.2 88.8 157.9
30 Undistributed corporate profits' 99.6 92.6 74.6 78.5 75.6 70.1 76.8 n.a.
31 Corporate inventory valuation adjustment -7 6.5 -17.3 -89 -11.3 -20.0 -17.6 -20.4
Capital consumption allowances
K 0TS e c: (- P 269.1 282.8 296.2 289.3 291.8 294.5 297.8 300.9
33 NONCOTPOIALE . . ettt vee et etan et aaen e aean e eneenes 168.5 173.8 182.9 176.6 178.0 182.1 185.3 186.3
34 Government surplus, or deficit (=}, national income and
Product ACCOUDBES .. v\ cennrrneesaier e iaenaanennons -1329 -147.8 -107.1 -138.1 -129.5 —88.6 -89.3 n.a.
35 Federal ....... . -196.0 —204.7 —151.4 —188.7 -170.5 -139.2 ~135.8 n.a.
36 Stateandlocal ... ... A 63.1 56.8 4.3 50.6 41.0 50.6 46.5 n.a.
37 Gross iNVeStIMeNt . ...............ieiiiiiiii e 525.7 527.1 559.5 503.7 552.1 548.1 548.4 589.2
38 Gross private dOMESHC ... ..ovvreniniiiiieaniricacacnsnins 641.6 671.0 716.7 660.2 699.9 702.6 707.4 756.8
39 Net fOF IBR .. ovuvtete et ~115.9 —143.9 -157.2 —-156.5 -147.7 —-154.5 -159.0 -167.7
40 Statistical diSCTEPANCY. ... .....oviiiiiiiiii i -5.6 —-4.9 —6.8 -11.6 =22 -3.1 -10.9 -10.9
1. With inventory valuation and capital consumption adjustments. SOURCE. Survey of Current Business (Department of Commerce).

2. With capital consumption adjustment.

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



Summary Statistics AS3

3.10 U.S. INTERNATIONAL TRANSACTIONS Summary
Millions of dollars; quarterly data are seasonally adjusted except as noted.!

1986 1987
Item credits or debits 1984 1985 1986
Q3 Q4 Qt Q2 Q3*
1 Balance on current aCCOUBL . .. .. vvvnvniinirnernrraannrenis —107,013 | —116,394 | —141,352 | —36,583 -37,977 —36,784 —41,190 —43,378
2 Notseasonally adjusted .., ..........ooooviiiiiitn R O OO R, ~40,230 -36,398 33,435 —42,006 ~48,525
3 Merchandise trade balance®........................ . —122,148 | —144,339 | -37,115 —38,595 —-38,757 ~39,558 —39,832
4 Merchandise eXports .......ovvvivirnireienines . 215,935 224,361 56,534 57,021 56,992 60,097 65,263
5 Merchandise impoOrts ... .....oovvveiinirinirnannn, . —338,083 | —368,700 | —93,649 —95,616 —95,749 ~99,655 | —105,095
6 Military transactions, DEL Lt . 942 ~3,338 —3,662 —815 -495 -37 29 —443
7 Investmentincome, DEL .......c.iiiiiiiiiriieans . 25,398 20,844 5,339 4,492 5,500 1,577 -267
8  Other service transactions, net ...................0s . —1,005 1,463 342 759 —387 —146 95
9  Remittances, pensions, and other transfers . —4,079 ~3,885 —875 -1,151 -1,017 —865 —872
10  U.S. government grants (excluding military) .............. —8,541 -11,222 -11,772 —3,459 -2,987 —-2,086 —2,227 —2,059
11 Change in U.S. government assets, other than official
reserve assets, net (increase, —)}.............oviininnn. —5,476 -2.831 -1,920 —1,454 15 225 -177 232
12 Changc in U.S. official reserve assets (increase, —) -3,130 -3,858 312 280 132 1,956 3,419 32
130 GOl ot e . 0 0 (1] [ 0 0 0 Q
14 Spccxal drawing rights (SDRs). ..................... . —-979 ~897 —246 163 ~31 76 -171 -210
15 Reserve position in International Monetary Fund . -995 908 1,500 508 283 606 335 407
16  FOreign CUrrencies . .....ovvveeiriinennanieiinianennns -1,156 —3,869 —942 -391 —120 1,274 3,255 ~165
17 Change in U.S. private assets abroad (increase, S L —13,685 -24,711 —94,374 —23,304 —32,351 13,352 -18,137 —29,467
18 Bank-reported claims.............cooviiiii o -1,127 —-1,323 -59,039 | —18,878 -31,800 25,686 —15,685 —21,249
19  Nonbank-reported claims ..............ovviiivienen . 5,019 1,361 —3,986 685 170 -1,163 2,603 | .........
20 U.S. purchase of foreign securities, net . —4,756 —7,481 -3,302 620 3,113 —1,34§ 384 -930
21 U.S. direct investments abroad, net> .. ................... -2,821 —17,268 —28,047 —5,731 -3,834 —9,826 —5,439 -7,288
22 Change in foreign official assets in the United States
(INCTEASE, ) oo i vt iiere iy 2,987 ~1,140 34,698 15,551 1,003 13,953 10,070 359
23 U.S. Treasury securities . ..........ovvvueenenas . 4,690 -838 34,515 12,167 4,572 12,145 11,084 1,200
24  Other U.S. government obligations ............. .. 13 -301 -1,214 =276 -117 —62 256 714
25 Other U.S. government liabilities® ................ . 586 823 1,723 999 —607 -1,381 -1,504 -506
26  Other U.S. liabilities repo ?d by U.S. banks . 555 645 554 2,963 —2,435 3,611 547 —425
27  Other foreign official assets”. ..., —2,857 —1,469 —880 —-302 —410 -360 -313 —~624
28 Change in foreign private assets in the United States
(increase, +) . 99,481 131,012 178,689 54,040 57,428 12,802 39,494 67,650
29  U.S. bank-reported lial 33,849 41,045 77,350 30,360 34,604 —13,614 14,823 48,872
30 U.S. nonbank-reported llabx]mes 4,704 ~450 -2,791 -80 1,035 1,761 1,526 | .........
31 Foreign private purchases of U.S. Treasury securities, net . 23,001 20,433 8,275 609 -3,074 -1,570 =2,211 -2,832
32 Foreign purchases of other U. S. securities, net. ... ........ 12,568 50,962 70,802 17,074 12,269 18,499 15,870 12,669
33 Foreign direct investments in the United States, net’ ...... 25,359 19,022 25,053 6,077 12,594 7,726 9,486 8,941
34 Allocation of SDRs .. ...ttt 0 0 0 0 0 ¢ 0 0
35 Discrepancy .. 26,837 17,920 23,947 —8,530 11,750 5,504 6,521 4,572
36 Owing to seasonal adjustments .............coovenieeeen | eeennn oo Ll —4,153 3,904 2,652 —2,009 -5,177
37  Statistical discrepancy in recorded data before seasonal
adjustment . ... i e 26,837 17,920 23,947 ~4,377 7,846 —8,156 8,530 9,749
MEMO
Changes in official assets
38  U.S. official reserve assets (increase, —)..........o.vven.. -3,130 —3,858 312 280 132 1,956 3,419 32
39 Foreign official assets in the United States (increase, +)
excluding line 25.. .. ...l 2,401 -1,963 32,975 14,552 1,610 15,334 11,574 865
40 Change in Organization of Petroleum Exporting Countries
official assets in the United States (part of line 22
BBOVE) . ..t e —4,504 —-6,709 —8,508 —3,023 —5,195 —2,901 ~2,651 —1,681
41 Transfers under military grant programs (excluded from
lines4,6,and 10above)...............c.o i, 153 46 101 19 53 8 26 10
1. Seasonal factors are not calculated for lines 6, 10, 12-16, 18-20, 22-34, and 4. Primarily associated with military sales contracts and other transactions
38-41. arranged with or through foreign official agencies.
2. Data are on an international accounts (IA) basis. Differs from the Census 5. Consists of investments in U.S. corporate stocks and in debt securities of
basis data, shown in table 3.11, for reasons of coverage and timing. Military private corporations and state and local governments.
exports are excluded from merchandise data and are included in line 6. NoTE. Data are from Bureau of Economic Analysis, Survey of Current Business
3. Includes reinvested earnings. (Department of Commerce).
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AS54 International Statistics (] April 1988

3.11 U.S. FOREIGN TRADE!

Millions of dollars; monthly data are not seasonally adjusted.

1987
Item 1985 1986 1987
June July Aug. Sept. Qct. Nov. Dec

1 EXPORTS of domestic and foreign

merchandise excluding grant-aid

shipments, f.a.s. value............. 218,815 226,808 252,866 21,126 21,008 20,222 20,986 21,752 23,799 24,801
2 GENERAL IMPORTS including

merchandise for immediate

consumption plus entries into

bonded warehouses, c.i.f. value .... 352,463 382,964 424,082 36,838 37,483 35,905 35,062 39,383 37,016 37,003
3 Tradebalance ........................ —133,648 | —156,156 | —171,217 | —15,711 —16,478 —15,683 —-14,076 -17,631 -13,218 —12,202

1. The Census basis data differ from merchandise trade data shown in table
3.10, U.S. International Transactions Summary, for reasons of coverage and
timing. On the export side, the largest adjustment is the exclusion of military sales
(which are combined with other military transactions and reported separately in
the *‘service account’” in table 3.10, line 6). On the import side, additions are made
for gold, ship purchases, imports of electricity from Canada, and other transac-

3.12 U.S. RESERVE ASSETS

Millions of dollars, end of period

tions; military payments are excluded and shown separately as indicated above.
As of Jan. 1, 1987 census data are released 45 days after the end of the month.
Total exports and the trade balance reflect adjustments for undocumented exports
to Canada.

Source. FT900 ‘‘Summary of U.S. Export and Import Merchandise Trade’
(Department of Commerce, Bureau of the Census).

1987 1988
Type 1984 1985 1986
July Aug. Sept. Oct. Nov. Dec. Jan.

1 Total covvveiiiiiiiiinnrionnns RPN 34,934 43,186 48,511 44,318 45,944 45,070 46,200 46,779 45,798 42,955
2 Gold stock, including Exchange Stabili-

zation Fund' ......... ... . .. 11,096 11,090 11,064 11,069 11,068 11,075 11,085 11,082 11,078 11,068
3 Special drawing rights®3 ... ............ 5,641 7,293 8,395 8,813 9,174 9,078 9,373 9,937 10,283 9,765
4 Reserve positign in International Mone-

tary Fund® ............ oo 11,541 11,947 11,730 10,964 11,116 10,918 11,157 11,369 11,349 10,804
5 Foreign currencies® ................... 6,656 12,856 17,322 13,472 14,586 13,999 14,585 14,391 13,088 11,318

1. Gold held under earmark at Federal Reserve Banks for foreign and interna-
tional accounts is not included in the gold stock of the United States; see table
3.13. Gold stock is valued at $42.22 per fine troy ounce.

2. Beginning July 1974, the IMF adopted a technique for valuing the SDR based
on a weighted average of exchange rates for the currencies of member countries.
From July 1974 through December 1980, 16 currencies were used; from January
1981, 5 currencies have been used. The U.S. SDR holdings and reserve position

in the IMF also are valued on this basis beginning July 1974,

3. Includes allocations by the International Monetary Fund of SDRs as follows:
$867 million on Jan. 1, 1970; $717 million on Jan. 1, 1971; $710 million on Jan. 1,
1972; $1,139 million on Jan. 1, 1979; $1,152 million on Jan. 1, 1980; and $1,093
million on Jan. 1, 1981; plus transactions in SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS!'

Millions of dollars, end of period

1987 1988
Assets 1984 1985 1986
July Aug. Sept. Oct. Nov. Dec. Jan.
1 Deposits ...o.oviviinatiiiaiiaaaans 267 480 287 261 294 456 236 351 244 355
Assets held in custody
2 U.S. Treasury iecuriticsz .............. 118,000 121,004 155,835 171,269 179,484 179,097 182,072 187,767 195,126 206,675
3 Earmarked gold”....................... 14,242 14,245 14,048 14,010 14,022 14,015 13,998 13,965 13,919 13,882

1. Excludes deposits and U.S. Treasury securities held for international and
regional organizations.

2. Marketable U.S. Treasury bills, notes, and bonds; and nonmarketable U.S.
Treasury securities payable in dollars and in foreign currencies.

3. Earmarked gold and the gold stock are valued at $42.22 per fine troy ounce.
Earmarked gold is gold held for foreign and international accounts and is not
included in the gold stock of the United States.
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3.14 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Data’

Millions of dollars, end of period

Summary Statistics AS5S5

1987
Asset account 1984 1985 1986
June July Aug. Sept. Oct. Nov Dec.?
All foreign countries
1 Total, all currencies ................... 453,656 458,012 456,628 475,188 470,391 473,540 489,692" | 520,860" 524,980 518,149
2 Claims on United States ............... 113,393 119.706 114,563 123,400 123,687 124,737 | 137,218 138,016" | 140,693 137,751
3 Parentbank ................... .00 8,109 87,201 83.492 89,376 89,793 89,958 101,635 99,245" 102,609 105,562
4 Other banks in United States ........ 13,664 13,057 13,685 15,981 14,303 14,739 15,949 17.826 16,701 16,416
5 Nonbanks .............. 21,620 19,448 17,386 18,043 19,591 20,040 19,634 20,945 21,383 15,773
6 Claims on foreigners 320,162 315,676 312,955 319,546 314,078 314,727 319,365 347,014 345,735 341,936
7  Other branches of parent bank ....... 95,184 91,399 96,281 101,326 96,582 97,988 103,277 116,547 116,498 122.057
8 Banks ................ .. 100,397 102,960 105,237 107,747 110,124 08,068 108,230 118,051 115,372 108,643
9  Public borrowers .. 23,343 23,478 3,7 22,590 21,412 21,537 21.463 21,843 22,131 21,659
10 Nonbank foreigners ................. 101,238 97,839 87,731 87,883 85,960 87.134 86,395 90,573 91,734 89,577
Il Otherassets .................coov.en. 20,101 22,630 29,110 32.242 32,626 34,076 33,109 35,830 38,552 38,462
12 Total payable in U.S. dollars ........... 350,636 336,520 | 317,487 | 329,499 | 322,300 | 322,286 | 340,653 | 354,122 352,584 350,166
13 Claims on United States ............... 111,426 116,638 110,620 118,411 118,563 118,964 | 131,684 131,454 133,911 131,740
14  Parentbank .............c.ociiian. 77,229 85,971 82,082 87,540 87,779 7,844 99.776 97.052" 99,844 102,968
15 Other banks in United States 13,500 12,454 12,830 14,669 12,794 12,830 13,942 15.627 14,632 14,657
16 Nonbanks .............. 20,697 18,213 15,708 16,202 17, 18,290 7.966 18,775 19,435 14,115
17 Claims on foreigners 228,600 210,129 195,063 198,465 190,59 189,958 | 195,075 208.934" | 203,298 202,280
18  Other branches of parent bank ....... 78,746 72,727 72,197 75,771 72,515 73,327 77,699 86,687" 85,545 88,186
19 Banks ..........ooiiiiiiiiiia ,940 71,868 66,421 67,287 65,673 64,106 64,506 68,888 65,728 63,704
20 Public borrowers .. .. e 17,626 17,260 16,708 16,271 15,062 15,115 14,942 14,889 14,854 14,730
2t Nonbank foreigners 55,288 48,274 39,737 39,136 37,340 37,410 37,928 38,470 37,171 35,660
22 Otherassets .............cooieiivann. 10,610 9,753 11,804 12,623 13,147 13,364 13,894" 13,734 15,375 16,146
United Kingdom
23 Total, all currencies ................... 144,385 148,599 140,917 146,678 149,760 148,039 | 149,633" | 163,472 167,726 159,186
24 Claims on United States ............... 27,675 33,157 24,599 30,859 32,694 31,377 32,581 33,904" 35,406 32,518
25 Parentbank ............. 21,862 26,970 19,085 5.944 27,288 25,627 27,128 27,7100 29,553 27,350
26  Other banks in United States . 1,429 1,106 1,612 1,194 1,537 1,585 1,349 1,870 1,694 1,259
27 Nonbanks ................ 4,384 5,081 3,902 3,721 3,869 4,165 4,104 4,324 4,159 3,909
28 Claims on foreigners ......... 111,828 110,217 109,508 107,407 108,732 108,293 108,562 120,079" | 121.473 115,700
29  Other branches of parent bank 37,953 31,576 33,422 32,641 31,241 30,794 33,334 37,4027 39,138 39,903
30 Banks .............00illl 37,443 39,250 39,468 37,745 41,219 40,082 38,390 42,929 41.649 36,735
31  Public borrowers ...... e 5,334 B 4,990 4,684 4,617 4,761 4,725 4,881 5272 4,752
32 Nonbank foreigners ................. 31,098 33,747 31,628 32,337 31,655 32,656 32,113 34,867 35,414 34,310
33 Otherassets ..........ocovvviveevnnen 4,882 5,228 6,810 8,412 8,334 8,369 8,490 9,489 10,847 10,968
34 Total payable in U.S. dollars ........... 112,809 108,626 95,028 97,672 99,170 96,510 99,656" | 105,515 107,215 101,065
35 Claims on United States ............... 26,868 32,092 23,193 29,252 31,076 29,519 30,791 31,8207 33,335 30,439
36 Parentbank ............... 21,495 26,568 18,526 25,286 26,661 24,853 26,423 26,850" 28,611 26,304
37  Other banks in United States 1,363 1,005 1,475 950 1,294 1,309 1,108 1,504 1,408 1,044
38 Nonbanks ................ 4,010 4,519 3,192 3,016 3,121 3,357 3,263 3,466 3316 3,091
39 Claims on foreigners ......... 82,945 73,475 68,138 64,676 64,024 63,265 64,561 69,276" 68,864 64,560
40  Other branches of parent bank 33,607 26,011 26,361 25,409 23,827 23,155 25,600 27,8107 29,166 28,635
4] Banks ................ 26,805 26,139 23,251 21,355 22,975 22,646 21,522 22,941 21,833 19,188
42 Public borrowers .. 4,030 3, 3,677 3,470 3,400 3,473 3377 3,426 3472 3,313
43 Nonbank foreigners .. .. 18,503 17,326 14,849 14,442 13,822 13,991 14,062 15,099 14,393 13.424
44 Other assets ............cocvvvvnannns 2,996 3,059 3,697 3,744 4,070 3,726 4,304 4,419 5016 6,066
Bahamas and Caymans

45 Total, all currencies ................... 146,811 142,055 142,592 142,170 140,512 139,986 151,909 156,752 154,901 159,940
46 Claims on United States ............... 77,296 74,864 78,048 72,541 72,772 72,558 81,679 83,187 82,629 84,937
47 Parentbank ............... 49,449 50,553 54,575 45,891 46,256 45,697 3,668 53,093 52,563 59,667
48  Other banks in United States . 11,544 11,204 11,156 13,684 11,824 12,111 13,538 14,721 13,980 14,277
49 Nonbanks ................ 16,303 13,107 12,317 12,966 14,692 14,750 14,473 15,373 16,086 10,993
50 Claims on foreigners ........... 65,598 63,882 60,005 65,280 63,027 62,336 65,619 68,710 67,196 70,160
51  Other branches of parent bank 17,661 19,042 17,296 18,873 17,493 18,228 18,698 18,936 18,905 21,277
52 Banks .......oiiiiiiin 30,246 28,192 27,476 30,987 30,372 29,160 31,620 35,012 33,477 33,749
53 Public borrowers ...... . ,089 6,458 7,051 7,025 7,046 6,873 6,987 7.017 7,195 7428
54  Nonbank foreigners ................. 11,602 10,190 8,182 8,395 8,116 8.075 8,244 7.745 7,619 7,706
55 Otherassets ..............cceevinnnn 3917 3,309 4,539 4,349 4,713 5,092 4,611 4,855 5,076 4,843
56 Total payable in U.S. dollars............ 141,562 136,794 136,813 135,323 131,636 130,985 142,385 145,642 144,326 151,053

1. Beginning with June 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for “‘shelt’* branches
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3.14 Continued

1987
Liability account 1984 1985 1986
June July Aug. Sept. Oct. Nov, Dec.?
All foreign countries
57 Total, all curremcies .................. 453,656 458,012 456,628 475,188 470,391 473,540 489,692 | 520,860" 524,980 518,149

58 Negotiable CDs .
59 To United States
60 Parentbank ...............

37,725 34,607 31,629 31,776 32,993 33,648 35,724 36,796 34,630 30,929
147,583 156,2817 | 152,465" | 150,939 | 144,267 | 141,913 | 153,758 | 156,598 156,007 161,213
78,739 84,657 83,394" 78,976 72,376 74,361 80,559 79,592 83,308 86,326
61  Other banks in United States E 16,894 15,646 16,814 15,005 15,289 17,229 18,853" 18,843 20,476
62 Nonbanks ................ 50,435 54,730 53,425 55,149 56,886 52,263 55,970 58,153" 53,856 54,411

63 To foreigners .................. 247,907 | 245,939 253,775 274,061 274,407 278,883 280,651 306,472 311,997 304,080

Other branches of parent bank 93,909 89,529 95,146 100,826 95,376 97,908 103,921 114,559 116,809 123,527
65 Banks 78,203 76,814 77,809 81,229 87,734 87,449 85,512 98,025 97,342 87,969
66  Official institutions . 20,281 19,520 17,835 22,264 21,528 21,016 20,116 20,235 21,777 19,464
67  Nonbank foreigners 55,514 60,076 62,985 69,742 69,769 72,510 71,102 73,653 76,069 73,120
68 Other liabilities .......... .| 20,441 21,185 18,759" 18,412" 18,724" 19,096 19,559 20,994 22,346 21,927

69 Total paysble in U.S. dollars .......... 367,145 | 353,712 336,406 340,985 334,218 333,673 351,879 | 365,244" | 361,068 360,272

70 Negotiable CDs . 28,466 27,929 28,781 29,634 30,933 32,17 30,075 26,768
71 To United States 143,571 150,905" | 144,483 | 142491" | 135,564" | 132,907 | 143,707 | 145,326 143,027 148,134
72 Parentbank ............. 76,254 81,631 79,305" 74,833 67,707 69,581" 75,282" 74,111" 77,227 80,527
73 Other banks in United Stat .| 17,935 16,264 14,609 15,602 13,895 14,086 15,812 17,298" 17,169 19,072
74 Nonbanks ........................ 49,382 53,010 50,569 52,056 53,962 49,240 52,613 53917 48,631 48,535

178,260 163,583 156,806 163,505 162,766 163,723 169,342 179,011 179,063 176,860
77,770 71,078 71,181 74,202 70,911 72,620 78,036 84,208 84,409 89,395
45,123 37,365 33,850 31,812 35,250 35,104 35,202 40,078 38,772 35,384

8 15,773 14,359 12,371 15,985 15,806 15,527 14,209 13,323 14,119 12,351

79  Nonbank foreigners ] 39,5%4 40,781 39,404 41,506 40,799 40,472 41,895 41,402 41,763 39,730

80 Other liabilities ...................... 10,087 8,161" 6,651" 7,060 7,107 7,409 7,897 8,790 8,903 8,510

75 Toforeigners .........ccovvene.
;g Other branches of parent bank

United Kingdom

81 Total, all currencies .................. 144,385 148,599 140,917 146,678 149,760 148,039 149,633 | 163,472 167,726 159,186

82 Negotiable CDs ..... 34,413 31,260 27,781 27,511 28,590 29,363 31,451 32,523 30,475 26,988
83 To United States 25,250 29,422 24,657 24,512 24,347 22,202 22,462 22,868 24,961 23,625

Parentbank ............... 14,651 19,330 14,469 14,745 14,010 13,234 13,357 12,251 14,018 13,223
85  Other banks in United States 3,125 2,974 2,649 2,109 2,021 1,875 2,073 2,382" 2,103 1,740
86 Nonbanks ................ 7,474 7,118 7,539 7,658 8,316 7,093 7,032 8,235" 8,840 8,662
87 To foreigners .................. 77,424 78,525 79,498 86,041 87,942 87,745 86,813 98,215 101,686 98,534

88  Other branches of parent bank

21,631 23,389 25,036 25,350 23,572 23,379 26,094 29,718 30,727 32,600
8% Banks ..........

30,436 28,581 30,877 32,036 35,647 34,414 31,681 38,502 37,690 34,768

90  Official institutions . 10,154 9,676 6,836 : 9,241 9,670 10,387 10,248 12,000 11,015
91 Nonbank foreigners 15,203 16,879 16,749 18,907 19,482 20,282 18,651 19,747 21,269 20,151
92 Other liabilities .......... .. 7,298 9,392 8,981 8,614 8,881 8,729 8,907 9,866 10,604 10,039
93 Total payable in U.S. dollars .......... 117,497 112,697 99,707 100,031 101,593 99,459 102,202" | 108,440 108,481 102,072

94 Negotiable CDs ...

33,070 29,337 26,169 25,695 26,397 27,264 28,776 29,991 27,999 24,926
95 To United States

24,105 27,756 22,075 21,850 21,689 19,578 19,528 18,819 19,800 17,752

Parent bank ... 14,339 18,956 14,021 14,252 13,399 12,608 12,609 11,283 12,792 12,026

97  Other banks in United States 2,980 2,826 2,325 1,899 1,776 1,694 1,883 2,080" 1,789 1,512

98 Nonbanks ................ 6,786 5,974 5,729 5,699 6,514 5,276 5,036 5,456 5,219 4,214

99 To foreigners .................. .| 56,923 51,980 48,138 49,089 50,294 49,479 50,386 55,209 56,443 55,441

100 Other branches of parent bank . 18,294 18,493 17,951 17,654 16,171 15,565 17,994 20,018 20,826 21,856
101 Banks ...........ccoieennne 18,356 14,344 15,203 13,566 16,330 15,767 14,359 17,786 17,024 15,580
102 Official institutions ......... . 8,871 7,661 4,934 7,283 7,203 7,872 8,060 7,115 7,970 7,530
103 Nonbank foreigners ........ .. 11,402 11,482 10,050 10,586 10,590 10,275 9,973 10,290 10,623 10,475
104 Other liabilities ...................... 3,399 3,624 3,325 3,397 3,213 3,138 3,512 4,421 4,239 3,953

Bahamas and Caymans

105 Total, alt currencies .................. 146,811 142,058 142,592 142,170 140,512 139,986 151,909 156,752 154,901 159,940

106 Negotiable CDs . 615 610 847 1,067 1,119 975 890 885
107 To United States 102,955 104,556" | 106,081" | 103,831 | 100,073 98,085" | 108,100" | 111,925 107,967 113,732

108 Parentbank ............... .. 47,162 45,554" 49,4817 44,112 40,675 41,730 46,745 48,793 49,568 2,0

109 Other banks in United States ....... 13,938 12,778 11,715 13,382 11,989 12,276 13,579 14,857 15,179 17,142
110 Nonbanks ........................ 41,855 46,224 44,885 46,337 47,409 44,079 47,776 48,275 43,220 44,518
111 To foreigners ............coovevnnees 40,320 35,053 34,400 36,004 37,988 39,437 41,277 42,147 44,331 43,650
112 Other branches of parent bank ...... 16,782 14,075 12,631 14,023 14,803 16,465 16,925 17,032 17,812 18,745
113 Banks ...........coivviiiniinnn, 12,405 10,669 8,617 7,943 9,395 9,514 10,395 11,587 12,611 11,119
114 Official institutions ................. 2,054 1,776 2,719 3,185 3,263 2,935 1,786 2,113 2,023 1,466
115 Nonbank foreigners ................ 9,079 8,533 10,433 10,853 10,527 10,523 12,171 11,415 11,885 12,320
116 Other liabilities ...................... 2,921 1,836" 1,264 1,268" 1,332 1,489" 1,646 1,790 1,802 1,670
117 Total payabie in U.S. dollars .......... 143,582 | 138,322 138,774 137,763 135,376 134,354 145,166 149,273 146,286 152,546
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS
Millions of dollars, end of period

1987
Item 1985 1986
June July Aug. Sept. Oct. Nov. Dec.?

TTotall L o s 178,380 | 211,782 | 238,797 | 232,370 | 237,728 | 239,534 | 252,476 | 253,852 | 259,410

By type . . s
2 Liabilities reported by banks in the United States® ............ 26,734 27,868 32,079 31,513 29,638 31,869 38,273 34,038 31,627
3 U.S. Treasury bills and certificates® .............ccoevreans 53,252 75,650 80,663 73,435 78,210 75,701 78,819 82,542 88,829

U.S. Treasury bonds and notes
4  Marketable .. R R ECRIEREERRRPRTRTITRR: 77,154 91,368 | 110,238 | 112,490 | 115,101 116,462 | 118,898 | 120,755 122,544
5 Nonmarketable®. ... 5 . 3,550 1,300 700 500 300 300 300 300 300
6 U.S. securities other than U.S. Treasury securities’ . 17,690 15,596 15,117 14,432 14,479 15,202 16,186 16,217 16,110

By area
7 Western Europe! . .......oovieirn et ol 74,447 83,623 | 111,625 | 107,823 | 106,873 | 108,248 | 116,360 | 117,372 | 124,341
8Canada...... ...ttt . 1,315 2,004 3,502 3,559 4,189 4,529 5,152 4,884 4,961
9 Latin America and Caribbean L. 11,148 8,372 7,583 7,904 8,712 8,561 9,217 8,916 8,308
10 ASIA. ..o e 86,448 | 105,868 | 108,702 | 105,505 | 109,529 | 109,482 | 114,160 | 116,464 | 116,276
11 Africa........,.... . 1,824 1,503 1,400 1,590 1,837 1,618 1,474 1,562 1,402
12 Other Countries®. .. ...vvuitivrreierseeereciereeaaneraaaes 3,199 5,412 5,985 5,989 6,589 7,094 6,109 4,655 4,122

1. Includes the Bank for International Settlements. bonds and notes payable in foreign currencies.

2. Principally demand deposits, time deposits, bankers acceptances, commer-
cial paper, negotiable time certificates of deposit, and borrowings under repur-
chase agreements.

3. Includes nonmarketable certificates of indebtedness (including those payable
in foreign currencies through 1974) and Treasury bills issued to official institutions

5. Debt securities of U.S. government corporations and federally sponsored
agencies, and U.S. corporate stocks and bonds.

6. Includes countries in Oceania and Eastern Europe.

NoOTE. Based on Treasury Department data and on data reported to the
Treasury Department by banks (including Federal Reserve Banks) and securities
dealers in the United States.

of foreign countries.
4. Excludes notes issued to foreign official nonreserve agencies. Includes

3.16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in Foreign Currencies'

Millions of dollars, end of period

1986 1987
Item 1983 1984 1985

Dec. Mar. June Sept.”
1 Banks’ own liabilities ......... ... i 5,219 8,586 15,368 29,702 37,873 38,470 45,515
2 Banks' OWR ClaimS. . oot iiiinnn e e . 7,231 11,984 16,294 26,180 34,153 34,006 41,159
3 Deposits.......... ... 2,731 4,998 8,437 14,129 16,102 12,735 15,404
4 Otherclaims..................., 4,501 6,986 7,857 12,052 18,050 21,271 25,755
5 Claims of banks’ domestic customers 1,059 569 580 2,507 2,012 889 1,067

.1. Data on claims exclude foreign currencies held by U.S. monetary author- States that represent claims on foreigners held by reporting banks for the accounts
ities. . . . of the domestic customers.
2. Assets owned by customers of the reporting bank located in the United
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States
Payable in U.S. dollars

Millions of dollars, end of period

1987
Holder and type of liability 1984 1985 1986
June July Aug. Sept. Oct. Nov. Dec.?
1 All foreigners. .....................iiiiiiii, 407,306 | 435,726 | 540,996 | 551,362 | 545,630 | 555,185 | 584,448 | 605,009 | 604,540 | 620,140
2 Banks’ own liabilities ............... .. ..ol 306,898 | 341,070 | 406,485 | 410,834 | 410,881 | 415,824 | 446,520 | 462,879 | 457,081 | 469,816
3 Demand depo§its ............ 21,107 23,789 22,837 20,219 22,117 21,150 | 23,2017 { 24,046 23,125
4  Time deposits’ .... 117,278 | 130,891 133,393 | 134,127 | 137,861 148,354 | 152,292 147,183 148,115
5 Other'............ 29,305 42,705 42,385 44,721 42,317 48,903 | 52,797 | 52,210 52,534
6 Own foreign offices’ 173,381 | 209,100 | 212,219 | 211,814 | 213,530 | 228,113 | 234,589" | 233,642 | 246,042
7 Banks’ custody liabilities® ........................ 100,408 94,656 | 134,511 | 140,528 | 134,749 | 139,361 | 137,928 | 142,130" | 147,460 | 150,325
8  U.S. Treasury bills and certificates® ............. 76,368 69,133 90,398 93,695 88,193 92,705 89,747 { 91,374 95,869 | 101,794
9  Other negotiable and readily transferable
instruments® ....... ... o i 18,747 17,964 15,417 16,371 15,632 15,259 16,042 15,9337 17,500 16,717
0 Other cvovveii i e 5,293 7,558 28,696 30,462 30,924 31,397 32,139 | 34,823 34,090 31,814
11 N y intepnational and regi
organizations’ .......... ... ... . 4,454 5,821 5,807 4,005 5,946 5,332 7,845 3,594 5,703 5,065
12 Banks' own liabilities ....................... ... 2,014 2,621 3,958 2,515 2,367 2,498 4,674 1,680" 3,089 3,304
13 Demand dep0§ils N 254 85 199 72 76 44 80 107 74 328
14 Time l_9eposits 1,267 2,067 2,065 987 599 807 1,235 986 1,094 1,523
15 Othert.....ooviiii it 493 469 1,693 1,456 1,692 1,647 3,358 586" 1,921 1,452
16 Banks’ custady liabilities* .................oeeils 2,440 3,200 1,849 1,490 3,579 2,834 3,171 1,914 2,614 1,761
17 U.S. Treasury bills and certificates .............. 916 1,736 259 266 2,339 1,635 1,793 285 747 265
18  Other negotiable and readily transferable
instruments® . ... ... 1,524 1,464 1,590 1,224 1,240 1,193 1,378 1,624 1,811 1,497
19 Other ..vvvveieiiii i 0 0 0 0 0 6 0 6 55 0
20 Official institutions® .............................. 86,065 79,985 | 103,569 | 112,742 | 104,948 | 107,848 | 107,570 | 117,092" | 116,580 | 120,456
21 Banks' own liabilities .....................oiinens 19,039 20,835 25,427 28,690 28,343 26,342 28,169 | 34,7207 | 30,873 28,510
22 Demand depo§its 1,823 2,077 2,267 1,743 1,711 1,907 1,800 1,905 1,810 1,948
23 Time ?eposils ........ 9,374 10,949 10,497 13,266 13,567 13,489 14,246 16,574" 13,505 12,480
24 Other .. .o e 7,842 7,809 12,663 13,680 13,065 10,946 12,123 16,241 15,557 14,082
25 Banks’ custody liabilities* ...l 67,026 59,150 78,142 84,052 76,605 81,505 79,401 82,372" 85,707 91,947
26  U.S. Treasury bills and certificates® ............. 59,976 53,252 75,650 80,663 73,435 78,210 75,701 78,819 82,542 88,829
27 Other negotiable and readily transferable
instruments® . .......... o i 6,966 5.824 2,347 3,141 2,950 3,151 3,540 3,328" 2,965 2,972
28 Other ..o e 84 75 145 248 220 144 160 225 200 146
29 BANKS® «. et itieeeiiiaaiiieiae e aaeaieree 248,893 | 275,589 | 351,745 | 357,145 | 358,378 | 362,883 | 388,625 | 405,027" | 400,043 | 414,885
30 Banks' own liabilities 225,368 | 252,723 | 310,166 | 314,621 | 315,096 | 319,883 | 344,886 | 358,706" | 353,816 | 370,808
31  Unaffiliated foreign banks ...................... 74,722 79,341 | 101,066 | 102,402 | 103,283 | 106,353 | 116,772 | 124,117" | 120,174 | 124,766
32 Demand depo%its ....................... 10,556 10,271 10,303 10,293 8,741 9,901 9,801 11,364 11,877 10,842
33 Time deposits' .. ... i 47,095 49,510 64,232 67,045 66,865 69,588 77,743 | 79,995 | 71,077 79,860
34 Other’. .. ... 17,071 19,561 26,531 25,063 27,677 26,864 29,228 32,758 31,220 34,064
35  Qwn foreign offices’ .. ... .. ..iiiieiiiiiiaaats 150,646 | 173,381 | 209,100 | 212,219 | 211,814 | 213,530 | 228,113 | 234,589" | 233,642 | 246,042
36 Banks® custody liabilities* .............coviiiiiits 23,525 22,866 41,579 42,524 43,281 43,000 43,739 46,321 46,227 44,077
37  U.S. Treasury bills and certificates .............. 11,448 9,832 9,984 9,066 9,142 9,100 9,206 8,961 8,792 9,185
38  Other negotiabie and readily transferable
INStIUMeEnts® ...t e 7,236 6,040 5,165 5,611 5,850 5,320 5,221 5,454 6,292 5,461
39 Other «.ovii i s 4,841 6,994 26,431 27,848 28,289 28,581 29,312 31,906 31,143 29,430
40 Other foreigners . ...............ccootiiniiananne 67,894 74,331 79,875 77,470 76,359 79,122 80,408 79,296" 82,215 79,734
41 Banks’ own liabilities ......... ... 60,477 64,892 66,934 65,009 63,075 67,101 68,791 | 67,773 | 69,303 67,194
42 Demand deposits ... i e 6,938 8,673 11,019 10,729 9,691 10,264 9,468 9,825" 10,285 10,006
43 Time 51eposits O 52,678 54,752 54,097 52,095 , 53,977 55,130 54,736 55,507 54,251
44 Other’. . . e 861 1,467 1,818 2,185 2,287 2,860 4,193 3,211 3,511 2,936
45 Banks’ custody liabilities* . .........oovveininnn. 7.417 9,439 12,941 12,462 11,284 12,022 11,617 11,523 12,912 12,540
46 U.S. Treasury bills and certificates .............. 4,029 4,314 4,506 3,701 3,276 3,761 3,046 3,309 3,787 3,515
47  Other negotiable and readily transferable
instruments® .. ... e e 3,021 4,636 6,315 6,395 5,592 5,594 5,904 5,527 6,432 6,787
48 Other .......oocoviiviiiiiiniiiiins . 367 489 2,120 2,366 2,415 2,667 2,668 2,686 2,693 2,238
49 Memo: Negotiable time certificates of deposit in
custody for foreigners............. ... 10,476 9,845 7,496 7,356 6,313 6,458 6,501 6,676" 7,521 7,340

1. Excludes negotiable time certificates of deposit, which are included in securities, held by or through reporting banks.

*‘Other negotiable and readily transferable instruments.”

2. Includes borrowing under repurchase agreements.

3. U.S. banks: includes amounts due to own foreign branches and foreign
subsidiaries consolidated in **Consolidated Report of Condition’” filed with bank
regulatory agencies. Agencies, branches, and majority-owned subsidiaries of
foreign banks: principally amounts due to head office or parent foreign bank, and
foreign branches, agencies, or wholly owned subsidiaries of head office or parent
foreign bank.

4. Financial claims on residents of the United States, other than long-term

5. Includes nonmarketable certificates of indebtedness and Treasury bills
issued to official institutions of foreign countries.

6. Principally bankers acceptances, commercial paper, and negotiable time
certificates of deposit.

7. Principally the International Bank for Reconstruction and Development, and
the Inter-American and Asian Development Banks. Data exclude ‘‘holdings of
dollars™ of the International Monetary Fund.

8. Foreign central banks, foreign central governments, and the Bank for
International Settlements.

9. Excludes central banks, which are included in ‘‘Official institutions.”
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Bank-Reported Data A59

1987
Area and country 1984 1985 1986
June July Aug. Sept. Oct. Nov. Dec.?
PTotal ..o 407,306 ) 435,726 | 540,996 | 551,362 | 545,630 | 555,185 | 584,448 | 605,009" | 604,540 | 620,140
2 Foreign countries .................oovivinarinnns 402,852 | 429,905 | 535,189 | 547,358 | 539,685 | 549,853 | 576,603 | 601,415" | 598,838 | 615,075
B EUIOPE . oottt 153,145 | 164,114 | 180,556 | 210,606 | 204,865 | 208,715 | 214,145 | 233,370" | 228,976 | 235,098
4 Austria............ooooeann. e 615 693 1,181 974 795 1,066 1,281 1,166 1,262 920
5 Belgium-Luxembourg......... 4,114 5,243 6,729 9,577 9,154 9,754 10,460 10,743 10,909 9,263
6 Denmark .................... e 438 513 482 425 486 576 590 704 628 811
7 Finland........................ e 418 496 580 616 497 545 517 581 471 n
8 Framce .......... i ce. 12,701 15,541 22,862 27,951 25,486 27,003 27,899 28,255 27,519 29,980
9 Germany .............ihiiiins - 3,358 4,835 5,762 8,218 7,162 7,715 6,823 8,557 8,527 7,206
10 Greece ............cooonvninn.. .. 699 666 700 690 667 636 6%0 738 699 688
11 Italy ... 10,762 9,667 10,875 11,990 10,031 7,667 8,410 10,254 9,936 12,050
12 Netherlands.................... 4,731 4,212 5,600 5,367 5,447 5,461 6,106 6,773 6,490 5,016
13 Norway ...........ooviinnn, 1,548 948 735 502 562 593 663 1,179 1,074 1,374
14 Portugal ..........ccooiiiiiiinn 597 652 699 704 586 700 684 724 858 799
15 Spain.......coverieennaian. . 2,082 2,114 2,407 2,340 2,103 2,287 2,526 2,683 2,614 2,618
16 Sweden........................ 1,676 1,422 884 1,296 1,235 1,387 1,639 1,567 2,862 1,363
17 Switzerland .................... 31,740 29,020 30,534 27,796 24,607 28,260 27,325 | 29,1537 | 30,178 34,634
18 84 454 454 365 514 398 550" 43 703
19 68,671 76,728 85,334 | 105,296 { 107,641 | 107,369 | 109,269 | 119,478 | 115,308 | 116,994
20 Yugoslavia......... 673 630 433 459 491 519 508 48 711
21  Other Western Europe’ . 7,192 9,635 3,326 5,284 6,410 6,016 7,808 9,060 8,085 8,950
22 USSR............ PREREERTIT 79 105 80 36 550 45 51 87 36 31
23 Other Eastern Europe®. ..........c.oviiiinnn 537 523 702 656 622 629 485 609 601 612
24 Canada......ooooiniiii e 16,059 17,427 26,345 21,942 21,232 22,556 26,066 | 25,733 28,557 30,080
25 Latin America and Caribbean..................... 153,381 | 167,856 | 210,318 | 198,010 | 200,119 | 201,441 | 214,364 | 217,763" | 214,132 { 220,911
26 Argentina...............oo. .. 4,394 6,032 4,757 4,794 5,122 5,074 4,674 5,075 5,277 5,000
27  Bahamas . . 56,897 57,657 73,619 66,313 62,518 62,470 71,502 | 72,768 { 70,886 73,673
28 Bermuda . .. 2,370 2,765 2,922 2,050 2,317 2,267 2,234 2,437 2,246 2,749
29 Brazil ...l .. 5,275 5,373 4,325 3,672 3,783 3,955 4,377 3,943 4,090 4,028
30  British West Indies ............. | 36,773 42,674 72,263 68,830 73,678 73,722 78,116 | 79,702 | 78,162 81,481
31 Rile, .. .oovviiia .. 2,001 2,049 2,054 1,971 2,035 2,119 2,248 2,191 2,218 041
32 Colombia...................... 2,514 3,104 4,285 4,304 4,424 4,426 4,195 4,19 4,299 4,205
33 UBA . o . 10 11 7 8 8 7 7 12 9 12
3 Ecuador.........ocooeiiiiiiion.. .. 1,092 1,239 1,236 1,118 1,088 1,101 1,097 1,115 1,087 1,081
35 Guatemala................ ... .. 896 1,071 1,123 1,121 1,109 1,087 1,072 1,053 1,032 1,078
36 . 183 122 136 158 146 171 156 140 150 159
37 12,303 14,060 13,745 13,855 14,159 14,549 14,290 14,338 14,508 14,534
38 4,220 4,875 4,970 5,192 5,291 5,338 5,218 5,305 5,234 4,972
39 6,951 7,514 6,886 7,157 6,994 7,130 7,188 7,467 7,513 7,403
40 1,266 1,167 1,163 1,139 1,147 1,203 1,206 1,208 1,205 1,268
41 1,394 1,552 1,537 1,504 1,536 1,485 1,492 1,493 1,526 1,579
2 10,545 11,922 10,171 9,739 9,679 10,146 9,824 9,882 9,032 9,000
43 4,297 4,668 5,119 5,085 5,085 5,189 5,469 5.447 5,657 5,648
44 As(i:a ............................................ 71,187 72,280 | 108,831 108,162 | 104,394 | 106,999 | 111,401 | 115,626" | 118,741 120,931
hina

45 Mainland .. .....ooiiniiei i 1,153 1,607 1,476 1,737 1,744 2,011 1,775 1,699 1,435 1,157
46 Taiwan ... ....oovviineenen... .. 4,990 7,786 18,902 16,353 16,436 15,377 15,197 18,302 21,564 21,488
47 HongKong...................... .. 6,581 8,067 9,393 9,109 8,595 9,015 8,637 9,579 10,531 10,116
48 India...............oieen .. 507 712 674 714 572 902 771 606 701 586
49 Indomesia........................ .. 1,033 1,466 1,547 1,773 1,404 1,541 1,435 1,336 1,677 1,399
50 Israel..............oie . 1,268 1,601 1,892 1,229 928 1,036 1,105 2,170 1,271 2,676
51 Japan ........coiiiiiiiiiiiiias .. 21,640 23,077 47,410 50,867 48,145 49,872 52,945 53,212 52,634 52,878
52 Korea.........o..oiiiiiiiiiiians .. 1,730 1,665 1,141 1,406 1,410 1,388 1,714 1,577 1,591 1,573
53  Philippines. . . 1,383 1,140 1,866 1,222 1,148 1,208 1,152 1,331 1,259 1,082
54  Thailand.... 1,257 1,358 1,119 1,144 1,096 1,190 1,118 1,275 1,483 1,344
55  Middle-East oil-exporting countries” . . .. 16,804 14,523 12,352 11,463 11,676 12,676 14,043 13,660 13,373 13,954
56 Other ........... i 12,841 9,276 11,058 11,145 11,241 10,782 11,507 10,878 11,222 12,677
ST AFHCA . ..ot e 3,396 4,883 4,021 3,751 4,023 4,194 4,011 3,919 4,066 3,942
S Egypt..oovviiiii 647 1,363 706 1,009 1,113 1,158 1,118 1,104 1,169 1,148
59 MOrocco........ovviiiiiiiiiiiaen 118 163 92 106 75 74 81 70 75 194
60  South Africa .. 328 388 270 188 229 227 199 280 246 202
61 Zaire.............. 153 163 74 S8 64 69 81 71 82 67
62  Qil-exporting countries* .. 1,189 1,494 1,519 1,111 1,275 1,331 1,178 1,081 1,108 1,014
63 Other .......iiitiniii e 961 1,312 1,360 1,281 1,267 1,335 1,354 1,313 1,386 1,316
64 Other countries 5,684 3,347 5,118 4,887 5,052 5,948 6,616 5,005 4,367 4,114
65  Australia . 5,300 2,779 4,196 4,113 4,333 5,019 5,641 4,011 3,666 3,323
66 All other 384 568 922 774 718 929 975 994 701 791

67 Nonmonetary international and regional organiza-
BONS e v e n e iy S 4,454 5,821 5,807 4,005 5,946 5,332 7,845 3,5%4" 5,703 5,065
68 International® ...................... .. 3,747 4,806 4,620 2,597 4,486 3,819 6,197 2,107" 3,617 3,432
69 Latin American regional .. 587 894 1,033 1,047 1,075 1,070 1,126 1,155 1,478 1,272
70 Other regional®. ... ......oviiiiie i 120 121 154 362 384 443 522 331 608 362

1. Includes the Bank for International Settlements and Eastern European
countries that are not listed in line 23.

2. Comprises Bulgaria, Czechoslovakia, the German Democratic Republic,
Hungary, Poland, and Romania.

3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).
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except the Bank for International Settlements, which is included in

4. Comprises Algeria, Gabon, Libya, and Nigeria.

5. Excludes “‘holdings of dollars™ of the International Monetary Fund.
6. Asian, African, Middle Eastern, and European regional organizations,

Western Europe.”

“‘Other
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in U.S. Dollars

Millions of dollars, end of period

1987
Area and country 1984 1985 1986
June July Aug. Sept. Oct. Nov. Dec.?
TTotal ... e 400,162 | 401,608 | 444,745 | 435817 | 424,392 | 427,057 | 447,727 | 461,110" | 458,854 | 457,223
2 Foreigncountries .................oeevrenirnenns 399,363 | 400,577 | 441,724 | 433,685 | 421,289 | 423,993 | 443,043 | 458,280" | 451,684 | 452,769
JEUrOpE ... e 99,014 | 106,413 1 107,823 | 114,469 | 108,062 | 104,180 | 105,930 | 110,999" | 107,223 101,111
4 i 433 598 728 758 698 785 684 930 ,038 790
5 4,794 5,772 7,498 9,828 10,239 9,550 9,591 10,134 9,441 9,355
6 648 706 688 706 604 868 747 795 886 722
7 898 823 987 1,045 1,037 1,031 1,266 1,089 1,030 992
8 France ...l 9,157 9,124 11,356 12,036 11,673 12,530 12,781 14,350 13,513 13,479
9 Germany ...l 1,306 1,267 1,816 1,612 2,009 1,333 1,485 2,092" 1,546 ,042
10 GrEECE .ottt ie e e e 817 91 648 457 433 375 406 430 452 463
I Y e e 9,119 8,848 9,043 8,409 6,784 6,407 6,541 7,418 7,29 7,271
12 Netherlands ............ . ... .ol 1,356 1,258 3,296 5,744 4,429 3,078 3,247 3,976 3,798 2,747
130 NOTWAY ..ottt ieenaans 675 706 672 774 830 803 722 812 938 933
14 Portugal .........c.oiiiiiiiiiiiii e, 1,243 1,058 739 659 645 667 638 570 542 472
15 8paint ... e 2,884 1,908 1,492 1,872 1,830 1,945 2,233 1,859 2,032 1,832
16 Sweden ..... . 2,230 2,219 1,964 2,330 2,287 2,473 2,752 2,533 2,646 2,225
17 Switzeriand . 2,123 3,171 3,352 2,618 2,464 2,664 2,612 2,825 2,880 2,638
18 Turkey ..... 1,130 1,200 1,543 1,785 1,753 1,757 1,689 1,564 1,566 1,674
19 United Kingd . . .. 56,185 62,566 58,335 59,937 56,544 54,144 54,710 55,8607 53,908 49,845
20 Yugoslavia ..........oiiiiiiiiii 1,886 1,964 1,835 1,757 1,764 1,742 1,741 1,750 1,697 1,700
21 Other Western Europe™ ........................ 596 998 539 567 647 548 619 549 672 670
22 USSR ............ o 142 130 345 582 420 521 549 473 437 394
23 Other Eastern Europe” ............ ... 1,389 1,107 948 993 974 958 915 994" 904 865
24 Canada ..ot 16,109 16,482 21,006 20,731 18,676 18,494 21,578 21,402 25,313 25,347
25 Latin America and Caribbean .................... 207,862 | 202,674 | 208,825 | 202,378 | 200,728 | 202,384 | 214,716 | 216,783" | 209,138 | 212,597
26 Argentina ..............ioiiiiiciiiii 11,050 11,462 12,091 12,212 12,151 12,221 11,857 12,117 12,052 11,963
27 Bahamas 58,009 58,258 59,342 56,670 53,842 55,935 65,309 | 63,699 [ 59,333 64,154
28  Bermuda 592 499 418 297 387 359 328 423 331 529
29 Brazil........... 26,315 25,283 25,716 25,522 25,999 26,594 26,056 25,820" 25,472 25,258
30  British West Indies . 38,205 38,881 46,284 43,939 44,626 43,290 47,512 | 51,473 48,926 48,758
31 Chile ........... 6,839 6,603 6,558 6,339 6,500 6,510 6,469 6,388" 6,429 6,282
32 Colombia 3,499 3,249 2,821 2,649 2,743 2,784 2,729 2,730 2,758 2,734
33 uba ....... 0 0 0 0 0 0 [ 0 0 2
34 Ecuvador 2,420 2,39 2,439 2,354 2,396 2,384 2,367 2,449 2,334 2,282
35  Guatem: 158 194 140 109 107 105 124 131 145 145
36 Jamaica 252 224 198 182 268 202 198 191 184 233
37  Mexico . 34,885 31,799 30,698 30,353 30,271 30,638 30,542 30,259 30,044 29,493
38  Netherlands Anf 1,350 1,340 1,041 1,346 1,084 994 1,041 1,019 1,115 1,125
39 'anama .. 7,707 6,645 5,436 4,986 4,633 4,616 4,579 4,546" 4,666 4,571
40 Peru...... 2,384 1,947 1,661 1,568 1,567 1,549 1,479 1,457 1,459 1,323
41  Uruguay .... 1,088 960 940 950 949 966 946 961 975 963
42 Venezuela 11,017 10,871 11,108 10,982 11,306 11,366 11,308 11,200 11,098 10,981
43 Other Latin America and Caribbean 2,091 2,067 1,936 1,920 1,902 1,872 1,872 1, 920 1,818 1,799
4 As(ijah' ........................................... 66,316 66,212 96,126 88,401 86,516 91,429 93,322 | 100,440" | 102,132 105,865
ina
45 Mainland 710 639 787 993 929 919 894 543" 615 981
46 Taiwan ... 1,849 1,535 2,681 3,303 2,487 2,772 2,980 4,224 4,784 4,413
47 Hong Kong ... 7.293 6,797 8,307 7,731 7,495 6,556 6,933 6,889 7.301 8,112
48 India ......... 425 450 321 430 416 565 541 527 517 499
49  Indonesia ... 724 698 723 677 639 624 622 625 601 580
50 Israel ....... 2,088 1,991 1,634 1,450 1,413 1,450 1,591 1,331 1,293 1,362
51 Japan ....... 29,066 31,249 59,674 55,415 54,596 61,072 60,121 65,787 64,767 69,002
52 Korea ...... 9,285 9,226 7,182 5,325 4,954 4,589 4,606 4,996" 4,807 4,952
53 Philippines .. . 2,555 2,224 2,217 2,112 2,211 2,148 2,126 2,082 2,040 2,070
54 Thailand ..........0ociiiiinn. FEECERTRRRRETS: 1,125 845 578 538 565 545 453 446" 439 487
55  Middle East oil-exporting countries” ............ 5,044 4,298 4,122 3,808 3,914 4,315 4,848 5,063 5,157 4,833
56 Other Asia ..........cooiiiiiuiiiniiininnanns 6,152 6,260 7,901 6,619 6,897 5.875 7,607 7,926 9,811 8,575
ST AFTICA Lottt s 6,615 5,407 4,650 4,704 4,705 4,739 4,704 5,376 4,669 4,719
58 Egypt....... 728 721 567 600 572 586 541 538 526 521
5% Morocco ... 583 575 598 563 568 603 582 605 527 542
60 South Africa 2,795 1,942 1,550 1,501 1,479 1,497 1,504 1,546 1,494 1,507
61  Zaire ....... 18 20 28 39 38 35 40 38 36 15
62 Oxl-expomng 842 630 694 818 866 862 888 1,531 963 1,004
63 Other ...... ..ot 1,649 1,520 1,213 1,184 1,182 1,156 1,149 1,118 1,123 1,130
64 Other COUNLTIES . .....vvenrnvuniiiinneeierenes 3,447 3,390 3,294 3,001 2,601 2,766 2,794 3,280 3,208 3,131
65  Australia .... . 2,769 2,413 1,949 1,980 1,693 1,686 1,834 2,034 2,090 2,100
66  All other 678 978 1,345 1,021 908 1,080 959 1,246 1,118 1,031
67 Nonmonetary mtegnauonal and regional
OTRANMIZAtIONS” ... .vvetiinrernivneinernnns 800 1,030 3,021 2,132 3,103 3,063 4,684 2,830 7.170 4,454
1. Includes the Bank for International Settlements. Beginning April 1978, also 4. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
includes Eastern European countries not listed in line 23, United Arab Emirates (Trucial States).
2. Beginning April 1978 comprises Bulgaria, Czechoslovakia, the German 5. Comprises Algeria, Gabon, Libya, and Nigeria.
Democratic Repubhc Hungary, Poland, and Romania. 6. Excludes the Bank for International Settlements, which is included in
3. Included in '‘Other Latin America and Caribbean” through March 1978. “‘Other Western Europe.”
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3.19 BANKS’ OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the

United States’
Payable in U.S. Dollars

Millions of dollars, end of period

1987
Type of claim 1984 1985 1986
June July Aug. Sept. QOct.” Nov. Dec.?
1Total............oiniiiiiiiiiiians 433,078 430,489 478,650 468,876 424,392 427,057 481,652 461,110 458,854 457,223
2 Banks’ own claims on foreigners........ 400,162 401,608 444,745 435817 424,392 427,057 447,727 461,110 458,854 457,223
3 Foreign public borrgwers .............. 62,237 60,507 64,095 63,516 65,857 65,808 67,077 65,147 69,329 65,157
4 Own foreign offices®................... 156,216 174,261 211,533 201,501 189,142 196,182 210,503 218,391 219,952 222,478
5 Unaffiliated foreign banks .............. 124,932 116,654 122,946 126,462 124,364 121,939 127,285 134,106 126,397 126,790
6 Deposits ........oiiiiiiiiiiii, 49,226 48,372 57,484 1,004 59,612 56,788 59,696 62,872 57,683 9,996
7 Other......ooovvieiviiiininiinnan.. 75,706 68,282 65,462 65,458 64,753 65,151 67,589 71,234 68,714 66,794
8 All other foreigners. ................... 56,777 50,185 46,171 44,337 45,029 43,128 42,863 43,466 43,176 42,798
9 Claims of banks’ domestic customers®. . . 32,916 28,881 33,905 3309 | ..o et 33925 | .o i ) e
10 Deposits ....oovvveiiiiiiiniias 3,380 3.335 4,413 3474 | | e 3218 | coiiiiii ] e | e
11 Negotiable and readily transferable
instruments®........... ..l 23,805 19,332 24,044 21384 | ... e 22,071 | evien | e ]
12 Outstanding collections and other
CRAIMS. v vie i 5,732 6,214 5,448 8202 | ... el 8636 | ........ | oo oo
13 MEMo: Customer liability on
BCCEPLANCES ..\ vvirvnreannnennn 37,103 28,487 25,706 23,691 | oo el 20782 | .o e e
Dollar deposits in banks abroad,
reported by nonbanking busines,
enterprises in the United States’ ... | 40,714 38,102 42,079 38,061 40,302 41,412 39,768 42,951 38,819 n.a.

1. Data for banks’ own claims are given on a monthly basis, but the data for
claims of banks’ own domestic customers are available on a quarterly basis only.

2. U.S. banks: includes amounts due from own foreign branches and foreign
subsidiaries consolidated in **Consolidated Report of Condition™ filed with bank
regulatory agencies. Agencies, branches, and majority-owned subsidiaries of
foreign banks: principally amounts due from head office or parent foreign bank,
and foreign branches, agencies, or wholly owned subsidiaries of head office or
parent foreign bank.

3. Assets owned by customers of the reporting bank located in the United
States that represent claims on foreigners held by reporting banks for the account
of their domestic customers.

4. Principally negotiable time certificates of deposit and bankers acceptances.

5. Includes demand and time deposits and negotiable and nonnegotiable
certificates of deposit denominated in U.S. dollars issued by banks abroad. For
description of changes in data reported by nonbanks, see July 1979 BULLETIN,
p. 550.

3.20 BANKS' OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States

Payable in U.S. Dollars
Millions of dollars, end of period

1986 1987
Maturity; by borrower and area 1983 1984 1985
Dec. Mar. June Sept.
TTotal ... e e 243,715 243,952 227,903 232,295 226,426 236,392 235,812
By borrower
2 Maturity of 1 yearorless' ......... ... ..ol 176,158 167,858 160,824 160,555 154,789 167,244 165,451
3 Foreign public borrowers . 24,039 23,912 26,302 24,842 24,154 23,270 27,008
4 All other foreigners . ... 152,120 143,947 134,522 135,714 130,635 143,973 138,442
5 Maturity over I year' .... 67,557 76,094 67,078 71,740 71,637 69,149 70,361
6  Foreign public borrowers . o 32,521 38,695 34,512 39,103 39,168 39,483 39,757
7 All other foreigners ......... ..ot 35,036 37,399 32,567 32,637 32,468 29,665 30,605
By area
Maturity of 1 year or less'
BUIOPE ...t e 56,117 58,498 56,585 61,784 58,042 68,891 62,045
9 Canada....................n 6,211 6,028 6,401 5,895 5,625 5,622 5,733
10 Latin America and Caribbean 73,660 62,791 63,328 56,271 54,223 55,429 58,138
I Asia...oooviiviiiiiinon... 34,403 33,504 , 29,457 29,714 30,936 32,065
12 Africa .. .ovieiniinnn, 4,199 4,442 3,753 2,882 3,154 2,980 2,878
13 Allother®.......... [ 1,569 2,593 2,791 4,267 4,031 3,385 4,592
Maturity of over 1 year’
BUFODE .« e evretete e e errta e ranenes 13,576 9,605 7,634 6,737 6,742 6,417 6,747
15 Canada .....oovviniiiiiiii e 1,857 1,882 1,805 1,925 1,873 1,631 1,577
16  Latin America and Caribbean ...................... 43,888 56,144 50,674 56,719 56,705 55,572 55,097
17 ASIA. ettt e e 4,850 5,323 4,502 4,043 4,122 3,387 3,535
18 AfFCA . .y oevr it s 2,286 2,033 1,538 1,539 1,630 1,522 1,612
19 AlOther e oottt eare i eeaiaeaens 1,101 1,107 926 777 564 621 1,793

1. Remaining time to maturity.
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2. Includes nonmonetary international and regional organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks'-?

Billions of dollars, end of period

1985 1986 1987
Area or country 1983 1984
Sept Dec Mar. June Sept. Dec. Mar. June Sept.
P Total .o i e 434.0 | 405.7 | 394.9 | 391.27 | 393.47 | 389.7" | 389.5" | 389.6" | 398.9" | 391.1" | 391.7"
2 G-10 countries and Switzerland........... ... 167.8 | 148.1 | 152.0 { 148.5 [ 157.0 | 160.3 | 159.0 | 158.0 | 164.5" | 161.8" | 156.8"
Belgium-Luxembourg ....................00 L 124 8.7 9. 9.3 8.4 9.0 85 8.4 9.1 8.5 8.3
4 France.............. 16.2 14.1 14.8 123 13.8 15.1 14.7 13.8 13.4 12.6 13.8
5 Germany 11.3 9.0 9.8 10.5 11.3 i1.5 12.5 11.7 12.8 1.4 10.6
6 Tly............ 11.4 10.1 8.4 9.8 8.5 9.3 8.1 9.0 8.6 7.5 6.7
7 Netherlands 3.5 3.9 34 3.7 35 3.4 39 4.6 4.4 73 4.8
8  Sweden S 32 3.1 2.8 29 29 2.7 24 3.0 2.4 2.7
9  Switzerland 4.3 39 4.1 4.4 5.4 5.6 4.8 5.8 5.8 5.7 5.4
10 United Kingdom 65.3 60.3 67.1 64.6 68.8 69.2 70.3 71.9 4.0 ) 727} 721
11 Canada 8.3 7.9 7.6 7.0 6.4 7.0 6.2 5.4 5.3 6.9 4.7
120 Japan......oviini i 29.9 27.1 24.3 24.2 28.1 27.2 27.4 25.0 28.1 26.7 27.8"
13 Other developed countries ............oueuiuiinnenrnenenns 36.0 33.6 320 304 316 30.7 29.5 26.2 26.0 25.7 26.8
14 AUSIA ..oe i s 1.9 1.6 1.7 1.6 1.6 1.7 1.7 1.7 1.9 1.8 1.9
1S Demmark...........oviiiiiiiiiininiiniian. 34 2.2 2.1 24 2.5 2.4 23 1.7 1.7 1.5 1.6
16 Finland . 2.4 1.9 1.8 1.6 1.9 1.6 1.7 1.4 1.4 1.5 1.4
17 Greece.. 2.8 2.9 2.8 2.6 2.5 2.6 2.3 2.3 2.1 2.0 1.9
18 Norway. 33 3.0 34 29 2.7 3.0 2.7 2.4 2.2 2.2 2.4
19 Portugal ...... 1.5 1.4 1.4 1.3 1.1 1.1 1.0 8 9 .8 8
20 Spain......... 7.1 6.5 6.1 5.8 6.5 6.4 6.7 5.8 6.3 6.1 7.4
21 Turkey ............ 1.7 1.9 2.1 1.9 2.3 2.5 2.1 2.0 1.9 2.1 1.9
22 Other Western Europe 1.8 1.7 1.7 2.0 24 2.1 1.6 1.4 1.4 1.6 1.6
23 South Africa e 4.7 4.5 33 3.2 3.2 31 3.1 31 31 3.1 3.0
24 Australia............ i 54 6.0 5.6 5.0 4.9 4.2 4.1 35 32 3.1 29
25 OPEC COUNTIES®. . ..\ vttt eeeneeinnaeeeeeinans 28.4 24.9 22.7 21.6 20.7 20.6 20.0 19.6 20.5 19.2 19.47
26 Ecuador ...... 22 22 2.2 2.1 2.2 2.1 2.2 2.2 2.1 2.1 2.1
27  Venezuela..... 9.9 9.3 9.0 8.9 8.7 8.8 8.7 8.6 8.8 8.7 8.5
28 Indonesia ......... 34 33 31 3.0 33 3.0 2.8 2.5 24 22 2.0
29  Middle East countries 9.8 79 6.2 5.5 47 5.0 4.6 4.5 55 4.5 5.1
30 AfMcan countries .......c.....ovvrvreiiiiiiininnanini s 3.0 23 23 20 1.8 1.7 1.7 1.7 1.7 1.7 1.7
31 Non-OPEC developing countries ..............coveenvnin.. 110.8 | 111.8 | 107.8 | 105.1 103.9 | 102.0 | 100.0 99.7 9.9 | 10037 | 974
Latin America
32 Argentina. ... 9.5 8.7 8.9 8.9 8.9 9.2 9.3 9.5 9.5 9.5 9.3
33 Brazil.......oooooiiiiiicii i 23.1 26.3 25.5 25.6 25.8 25.5 254 253 25.7 24.6 24.6
34 Chile ... 6.4 7.0 6.6 7.0 7.1 7.1 7.2 7.1 7.3 72 7.1
35 Colombia . 32 29 2.6 2.7 23 2.2 2.0 2.1 2.0 2.0 2.0
36 Mexico . 25.8 257 24.4 24.2 24.1 24.0 24.0 24.0 237 25.4 24.7
37 Peru.......... 2.4 22 1.9 1.8 1.7 1.6 1.5 1.5 1.4 1.4 1.2
38  Other Latin AmMErica . ...ovovviininenianniininniiaeinis 4.2 3.9 3.5 34 3.3 33 33 31 3.0 3.0 2.8
Asia
China
39 Mainland. ... ..o 3 7 1.1 .5 .6 6 .6 4 9 6 3
40 Taiwan 5.2 5.1 5.1 4.5 4.3 3.7 4.3 4.9 55 6.6 5.9
41 India....... 9 9 1.1 1.2 1.2 1.3 1.3 1.2 1.6 1.7 1.9
42 Israel......... 1.9 1.8 1.5 1.6 1.3 1.6 1.4 1.5 1.4 1.3 1.3
43 Korea (South) . 11.2 10.6 10.4 9.4 9.5 8.7 7.3 6.7 6.2 5.7 5.1
44 Malaysia. ..... 2.8 2.7 2.7 2.4 2.2 2.0 2.1 2.1 1.9 1.7 1.6
45  Philippines . . 6.1 6.0 6.0 5.7 5.6 5.7 5.4 54 54 5.4 5.4
46  Thailand . ... 2.2 1.8 1.7 1.4 1.3 1.1 1.0 9 9 .8 N
47 Other ASia ... ...ooietiieiiiiiiiiiiii i 1.0 1.1 9 1.0 9 .8 7 7 .6 8 7
Africa
A8 BYD.cvene et e e e 1.5 12 1.0 1.0 9 9 ] 7 6 6 6
49 Morocco 8 8 .9 9 9 9 9 9 9 9 8
5¢  Zaire ..... .1 1 1 .1 .1 .1 Nt .1 .1 .1 N
51 Other Africa* 23 2.1 2.0 1.9 1.9 1.7 1.6 1.6 1.4 1.3 1.3
52 Eastern Europe 5.3 4.4 4.6 4.2 4.0 4.0 3.4 3.2 3.1 34 34
53 U.S.S.R.. 2 .1 .2 .1 3 3 .1 .1 Bl 3 .5
54 Yugoslavna 2.4 23 24 2.2 2.0 2.0 1.9 1.7 1.6 1.7 1.7
B2 €11 Y= R 2.8 2.0 1.9 1.8 1.7 1.7 1.4 1.4 1.3 1.4 1.3
56 Offshore banking centers .. 68.9 65.6 58.8 64.6" | 59.4" | 55.4 60.5" | 632" | 651" | 626" | 66.6
57 Bahamas........ 21.7 21.5 16.6 214 21.4 17.1 19.9 22.3 24.1 20.0 26.4
S8 BErmMUAAa..........vuiriieaiiiita i .9 .9 8 7 7 4 4 7 8 .6 6
59  Cayman Islands and other British West Indies ............. 12.2 11.8 12.3 12771 1067 1227 128 | 136 | 127 | 142 | 124
60 Netherk;nds Antilles ..o 4.2 34 23 2.3 23 2.4 1.9 1.8 1.7 1.3 1.2
6]  Panama’ . ...........ieiiiii i 5.8 6.7 6.1 6.0 4.4 4.2 5.1 4.1 5.4 5.3 53
62 Lebanon........oicoiniiiiiiiiiii i 1 1 0 1 .1 .1 .1 1 .1 1 B
63 Hong Kong .......ovviiuiiiiiiiiiieiiniiiiiniaas 13.8 114 11.4 1.5 11.5 9.5 10.5 11.2 114 12.6 123
64 SIDGADOTE ..ttt e e 10.3 9.8 9.4 99 8.5 9.3 9.7 9.4 8.8 8.5 8.3
65  Others® ... .. i e .0 .0 0 .0 0 0 .0 .0 0 .0 .0
66 Miscellancous and unallocated”. ... .......oovvnnneeinniias 16.8 17.3 17.3 16.9 16.8 16.8 17.2 19.8 19.8 18.07 | 214"

1. The banking offices covered by these data are the U.S. offices and foreign
branches of U.S.-owned banks and of U.S. subsidiaries of foreign-owned banks.
Offices not covered include (1) U.S. agencies and branches of foreign banks, and
(2) foreign subsidiaries of U.S. banks. To minimize duplication, the data are
adjusted to exclude the claims on foreign branches held by a U.S. office or another
foreign branch of the same banking institution. The data in this table combine
foreign branch claims in table 3.14 (the sum of lines 7 through 10) with the claims
of U.S. offices in table 3.18 (excluding those held by agencies and branches of
foreign banks and those constituting claims on own foreign branches).

2. Beginning with June 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for *‘shell’” branches
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from $50 million to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.

3. This group comprises the Organization of Petroleum Exporting Countries
shown individually, other members of OPEC (Algeria, Gabon, Iran, Iraq, Kuwait,
Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emirates), and Bahrain and
Oman (not formaily members of OPEC).

4. Excludes Liberia.

5. Includes Canal Zone beginning December 1979.

6. Foreign branch claims only.

7. Includes New Zealand, Liberia, and international and regional organiza-
tions.
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3.22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the
United States’
Millions of dollars, end of period
1986 1987
Type, and area or country 1983 1984 1985
Sept. Dec. Mar. June Sept.
TTotal ..ottt e 25,346 29,357 27,825 26,429 25,717 27,432 28,751 28,167
2 Payableindollars.............coooiiiiiii 22,233 26,389 24,296 22,432 21,885 23,264 24,286 23,846
3 Payable in foreign currencies ................coo.n.. 3,113 2,968 3,529 3,997 3,833 4,169 4,4 4,321
By pe
4 Financial liabilities ............... ... i 10,572 14,509 13,600 13,501 12,239 13,114 13,946 12,667
5 Payableindollars ...............ciiiiii 8,700 12,553 11,257 11,071 9,774 10,398 11,068 9,955
6  Payable in foreign currencies 1,872 1,955 2,343 2,430 2,464 2,716 2,878 2,712
7 Commercial labilities .................cooviiiiiinne, 14,774 14,849 14,225 12,929 13,479 14,318 14,805 15,500
8  Trade payables ............ 7,765 7,005 ,685 5,728 6,447 6,985 7,139 7,389
9  Advance receipts and other liabilities 7, 7.843 7,540 7,201 7,032 7,333 7,666 8,111
10 Payableindollars ..................cciiiiiiiinn 13,533 13,836 13,039 11,361 12,110 12,865 13,218 13,891
11  Payable in foreign currencies ....................... 1,241 1,013 1,186 1,567 1,368 1,453 1,587 K
By area or country
Financial liabilities
12 Europe 5,742 6,728 7,700 8,907 8,023 8,383 9,645 9,081
13 Belgium-Luxembourg 302 471 349 48 270 257 230
14 France ...........c...o0 843 995 857 501 644 742 807 574
15 Germany .. 502 489 376 319 270 368 305 291
16 Netherlands 621 590 861 741 704 693 669 677
17 Switzerland 486 569 610 567 646 711 703 684
18 United Kingdom 2,839 3,297 4,305 5,880 5,199 5,378 6,642 6,349
19 Canada .....oonvniiiiiiiiiiiiii i 764 863 839 362 399 431 441 407
20 Latin America and Caribbean ....................... 2,596 5,086 3,184 2,283 1,964 2,369 1,747 961
21 Bahamas . 751 1,926 1,123 614 9 398 280
22 Bermuda 13 13 4 4 0 0 0
23 Brazil ... 32 35 29 28 32 26 22 22
24 Brmsh West Indies 1,041 2,103 1,843 1,291 1,163 1,545 1,223 581
25 MeXiCOo .. ..ooiiii i 213 367 18 29 17
26 124 137 3 5 3 3 5 3
27 1,424 1,777 1,815 1,881 1,784 1,861 2,046 2,140
28 91 1, 209 1,198 1,446 1,377 1,459 1,666 1,653
29 170 155 82 3 7 7 7
30 19 14 12 4 1 3 1 2
31 0 0 0 2 1 1 0 0
32 27 41 50 63 67 67 66 76
Commercial Habilities
33 BUIOPE «iuiviiiinitii it i 3,245 4,001 4,074 4,344 4,494 4,521 4,987 4973
34 Belgium-Luxembourg 62 48 62 75 101 85 111 56
35 France ..............ooiiiiiiiiin 437 438 453 370 351 379 422 437
36 Germany ... 427 622 607 633 722 591 594 679
37 Netherlands 268 245 364 581 460 k173 339 350
38 Switzerland 241 257 379 361 387 557 556
39 i i 732 1,095 976 1,142 1,346 1,309 1,380 1,475
40 1,841 1,975 1,449 1,313 1,393 1,352 1,253 1,263
41 1,473 1,871 1,088 848 890 1,089 1,037 1,050
42 1 7 37 32 13 22
43 67 114 7 12 132 297 245 223
44 4 124 58 61 82 88 40
45 6 32 4 45 48 89 64 44
46 585 586 430 197 213 185 160 231
47 432 636 212 207 217 224 203 176
48 ASIA ... i e 6,741 5,285 6,046 4,856 5,008 5,818 5,921 6,516
49 1,247 1,256 1,799 2,137 2,051 2,468 2,480 2,422
50 4,178 2,372 2,829 1,507 1,686 1,948 1,870 2,109
51 553 588 587 585 622 520 524 571
52 167 233 238 176 197 170 166 150
53 921 1,128 982 982 981 1,019 1,083 1,128

For a description of the changes in the International Statistics tables, see

July 1979 BULLETIN, p. 550.

2. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).
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3. Comprises Algeria, Gabon, Libya, and Nigeria.
4. Includes nonmonetary international and regional organizations.

5. Revisions include a reclassification of transactions, which also affects the

totals for Asia and the grand totals.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the

United States’
Millions of dollars, end of period

1986 1987
Type, and area or country 1983 1984 1985
Sept. Dec. Mar June Sept.
PTotal ... e 34,911 29,901 28,876 4,157 33,451 34,034 31,515 31,211
2 Payable indollars............... 31,815 27,304 26,574 31,446 30,923 31,238 28,405 28,546
3 Payable in foreign currencies .... K 2,597 2,302 2,711 2,528 796 3,110 2,666
By type .
4 Financial claims ..............oocoii 23,780 19,254 18,891 24,833 23,357 24,080 21,580 20,906
S Deposits ... e 18,496 14,621 15,526 18,953 17,899 17,994 15,437 15,920
6 Payableindollars .................ooiiii 17,993 14,202 14,911 18,389 17,343 17,168 14,253 15,086
7 Payable in foreign currencies ..................... 503 420 615 565 555 826 1,183 834
8 Other financial claims ...................ooiiiin.s 5,284 4,633 3,364 5,880 5,458 6,086 6,143 4,985
9 Payableindollars..............coviiiiiiiii. 3,328 3,190 2,330 4,506 4,110 4,740 X 3,860
10 Payable in foreign currencies...................... 1,956 1,442 1,035 1,374 1,349 1,345 1,275 1,125
11 Commercial claims ..........covieiiienieiiennanens 11,131 10,646 9,986 9,324 10,095 9,954 9,935 10,305
12 Trade receivables ................. 9,721 9,177 8,696 8,079 8,902 8,898 8,892 ,364
13 Advance payments and other claims 1,410 1,470 1,290 1,245 1,192 1,056 1,043 942
14 Payableindollars ............. ... ... 10,494 9,912 9,333 8,551 9,471 9,330 9,283 9,599
15 Payable in foreign currencies ....................... 637 735 652 773 624 624 652 706
By area or country
Financial claims
16 EBurope ...t 6,488 5,762 6,929 10,545 8,759 9,337 9,859 9,336
17 Belgium-Luxembourg ..............ccociiianii.... 37 15 10 67 41 15 6 23
18 France ................ 150 126 184 418 138 172 154 169
19 Germany .. 163 224 223 129 111 163 92 83
20 Netherlands 71 66 161 73 86 69 75 94
21 Switzerland . ... 38 66 74 138 182 74 95 44
22 United Kingdom ................cooocioniin, 5,817 4,864 6,007 9,478 7,957 8,491 9,237 8,709
23 Canada ... 5,989 3,988 3,260 3,970 3,964 3,779 3,329 2,883
24  Latin America and Carbbean ....................... 10,234 8,216 7,846 9,438 9,207 9,547 7,539 7,491
25 Bahamas 4,771 3,306 2,698 2,806 2,624 3,945 2,572 2,507
26 Bermuda .. 102 6 6 19 6 3 6 2
27 Brazil ................... 53 100 78 105 73 71 103 102
28 British West Indies 4,206 4,043 4,571 6,060 6,078 5,128 4,349 3,687
29 Mexico ...ooviii 293 215 180 173 174 164 167 173
30 Venezuela ...........coiiiiiiiiiiiiiiiin s 134 125 48 40 24 23 22 18
31 764 961 731 715 1,320 1,193 779 1,105
32 apan 297 353 475 365 999 931 439 721
33 Middle East oil-exporting countries” ............... 4 13 4 2 11 11 10 10
34 AFTICA ... e 147 210 103 84 85 84 S8 71
35 Oil-exporting countries® ..........c...oovvvven.... 55 85 29 18 28 19 9 14
36 Allother®............ ool 159 17 21 81 22 140 16 20
Commercial claims
37 Burope ................oiennn 3,670 3,801 3,533 3,389 3,718 3,703 3,850 4,114
38 Belgium-Luxembourg 135 165 175 125 133 145 137 168
39 France .. 459 440 426 415 410 417 435 411
40 Germany .. .. 349 374 346 401 447 451 531 550
41 Netherlands ............. ... 334 335 284 157 173 165 182 199
42 Switzerland . .......... .o 317 271 284 233 217 196 187 208
43 United Kingdom .................coooiiiiiiina 809 1,063 898 874 998 1,070 1,071 1,224
44 Canada................oiiiiiiii 829 1,021 1,023 960 928 927 927 903
45 Latin America and Caribbean ....................... 2,695 2,052 1,753 1,686 1,981 1,944 1,878 1,844
46 Bahamas 8 8 13 29 28 i1 14 12
47 Bermuda .. 190 115 93 132 170 157 153 125
48 razil ... 493 214 206 202 235 217 202 226
49 British West Indies 7 7 [3 23 51 25 17 20
50 Mexico ...o.iiiiiiiiinia 884 583 510 317 411 445 346 365
51 Venezuela 272 206 157 192 234 171 201 188
S2 ASIa L. 3,063 3,013 2,982 2,588 2,751 2,707 2,640 2,772
53 B 1,114 1,191 1,016 797 881t 926 950 1,018
54 Middle East oil-exporting countries® ............... 737 668 638 682 565 529 455 436
55 ARTICA ...ttt e 588 470 437 470 495 432 379 407
56 Oil-exporting countries® .............ooevvvr..n... 139 134 130 168 135 141 123 123
57 Allother*..........iiiiieiiiiie s 286 229 257 231 222 240 261 267

1. For a description of the changes in the International Statistics tables, see
July 1979 BULLETIN, p. 550,
2. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).
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3. Comprises Algeria, Gabon, Libya, and Nigeria.
4. Includes nonmonetary international and regional organizations.



3.24 FOREIGN TRANSACTIONS IN SECURITIES
Millions of doilars

Securities Holdings and Transactions

A6S

1987 1987
Transactions, and area or country 1985 1986
JIz)lcnc— June July Aug. Sept. Oct. Nov. Dec.?
U.S. corporate securities
Stocks

1 Foreignpurchases .................ccoiveiinne, 81,995 148,114 { 248,887 18,687 23,645 24,774 22,473 30,207 13,616 13,632
2 Foreignsales ..........covieveiiiininaneaieniins 77,054 | 129,395 | 232,613 | 17,054 21,883 24,554 19,433 27,768 20,302 16,620
3 Net purchases, orsales (=) ...................... 4,941 18,719 16,273 1,634 1,763 220 3,040 2,438 —6,687 —2,988
4 Foreigncountries ................ccoevueniainans 4,857 18,927 16,322 1,679 1,749 117 2,951 2,44 —6,639 -2,927
SEUIOPE ... oviviiiiiii ittt 2,057 9,559 1,864 669 717 81 1,312 138 —5,948 -2,326
6  France . —438 459 903 107 66 -69 -15 58 —541 —395
7 Germany .. 730 341 -74 -155 -96 28 -12 380 —183 -149
8 Netherlands . . -123 936 890 232 153 135 79 —40 —169 32
9 Switzerland ... -75 1,560 [ —1,162 -206 —80 —325 435 294 -1,574 —741
10 United Kingdom ...........c.coviiiinnnia... 1,665 4,826 517 671 635 125 770 —624 —3,407 —956
I Canada .. ...ovvvniiiinvniiiiinii e 356 816 1,116 -238 255 =21 —46 238 181 120
12 Latin Ameri((‘a and Caribbean .................... 1,718 3,031 1,318 296 387 188 157 =512 —561 —46
13 Middle East™ ...........ccoiiiiiiiiiiii 238 976 —1,361 -26 -913 —255 135 569 -83 —448
14 Other Asia ........oviiuiiiiiiiiiiienrniaennnn 296 3,876 12,896 1,009 1,29 17 1,242 2,014 -28 -160
15 Africa ..o 24 297 123 =30 ~14 16 20 7 11 -6
16 Other countries .............cociiieneenniieninn 168 373 365 -1 27 —63 132 -30 -211 —61

17 Nonmonetary international and
regional organizations ....................... 84 —208 —48 —-45 14 102 90 15 —48 -61

Bonps?

18 Foreign purchases ...........ooevnviinaniiennen 86,587 123,169 | 105,802 | 10,432 9,414 7,027 8,662 9,158" 5,691 6,838
19 Foreign sales ..........ceviiuiiineniieninnnaenens 42,455 72,520 78,116 8,311 6,533 5,638 4,786 7,275 5,346 5,470
20 Net purchases, or sales (—) ...................... 4,132 50,648 27,686 2,121 2,881 1,389 3,876 1,883 345 1,368
21 Foreign countries ....................ooiiaal, 44,227 49,801 26,945 2,030 2,872 1,548 3,83 1,874" 88 939
22 BUTOPE « .o vveviieiinnneenns 40,047 39,313 22,143 2,266 2,328 1,616 3,149 922" 417 565
23 France .................s 210 389 195 43 64 26 -37 55 -34 -12
24 Germany ................ 2,001 -251 —8 80 116 ~22 —56 -98 -26 17
25 Netherlands ............. 222 387 269 37 -65 44 116 36 -16 1
26 Switzerland .............. 3,987 4,529 1,650 105 245 306 166 136 -39 —203
27 United Kingdom . . 32,762 33,900 19,911 1,857 1,897 1,317 2,828 1,012 379 776
28 Canada ............oiuenns 190 548 1,29 49 87 -8 47 305 68 114
29 Latin Amerifa and Caribbean 498 1,476 2,473 —4 305 4 682 524 -15 292
30 Middle East™ ................. —2,648 —-2,961 -551 -128 —166 -14 —-87 42 -92 -20
31 Other Asia ................ 6,091 11,270 1,630 —169 o ~-93 52 65 -247 -14
32 Africa ....oovvinii 16 16 8 1 -17 -6 24 -10 3
33 Other COURtTIES ........ocvniiniiinnnenreniannnnn 38 139 —61 8 15 20 -1 -9 -33 ]

34 Nonmonetary international and
regional organizations ....................... -95 847 740 91 9 -159 40 10 257 429

Foreign securities

35 Stocks, net purchases, or sales (=) ............... —3,941 -2,360 1,422 ~257 -15 -373 448 2,053 725 928
36  Foreign purchases . . 20,861 49,587 94,231 8,781 8,585 8,674 8,657 12,8577 7,534 4,898
37 VForeignsales ............ .| 24,803 51,947 % 9,038 8,599 9,047 8,208 10,804" 6,809 3,970
38 Bonds, net purchases, or sales (=) ............... -3,999 —-3,555 | —7,051 2,285 ~588 —241 —674 | —2,566" | —1,929 | —1,153
39  Foreignpurchases ...........cocoiivivnivnin.. 81,216 166,992 198,564 | 25,797 16,303 12,292 12,923 18,118" 17,674 12,399
40 Foreignsales ...............cooiiiiiiiiian... 85,214 | 170,548 | 205,615 | 23,512 16,891 12,532 13,597 20,684" 19,603 13,552
41 Net purchases, or sales (—), of stocks and bonds ....| —7,94¢ -5915 —5,629 2,028 —602 -614 —226 —-513 | -1,204 —225
-5,773 1,985 -329 -1,207 —546 253" | -1,104 9%
—11,800 =27 =572 —89% —510 =931" [ —1,591 —354
—-3,855 —~489 —5% —484 -263 -7 -465 133
829 106 —62 83 -20 -152 329 4
9,553 2,513 1,078 224 82 1,333 418 193
89 6 5 5 14 16 3 10
—59% -124 —182 —140 150 59" 201 105

49 Nonmonetary international and
regional organizations ....................... 1,063 1,084 144 4 -274 594 320 -1767 —-101 -34

1. Comprises oil —exporting countries as follows: Bahrain, Iran, Iraq, Kuwait,
Oman, Qatar, Saudi Arabia, and United Arab Emirates (Trucial States).

2. Includes state and local government securities, and securities of U.S.
government agencies and corporations. Also includes issues of new debt securi-
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ties sold abroad by U.S. corporations

abroad.

organized to finance direct investments
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions
Millions of dollars

1987 1987
Country or area 1985 1986
Jlgcnc_ June July Aug. Sept. Oct. Nov. Dec.?
Transactions, net purchases or sales (~) during period’
1 Estimated total®. . ........ooiiiiittiie it 29,208 | 19,388 | 25,936 | 12,281 807 1,110 523 | ~1,262" | 6,380 2,675
2 Foreign COUNLEES? ..\ttt et 28,768 | 20,491 | 31,027 8,646 3,610 2,787 704 | —5,527" 7,676 4,290
3 BUIOPE? ...t e 4,303 | 16,326 | 23,610 | 3,640 4,453 | ~1,007 | —1,167 -954" | 6,340 1,282
4 Belgium—},uxembourg .. 476 —245 653 58 -2 366 =25 165" -2 -103
5 Germany’ ....... 7,670 | 13,295 1,534 1,516 780 130 31 1,820 1,121
6  Netherlands . 1,283 -911 111 204 —254 -296 =707 314 -76
7  Sweden e 132 233 —-183 76 —-153 —-156 4 182 51
8  Switzerland® ... . 329 1,925 585 512 —688 -99 —609 —297 -522
9  United Kingdom ................c..... . f 4,546 3,955 617 1,105 —431 —985 —642" 3,163 1,200
10 Other Western Europe . 2,613 4,479 913 1,042 —631 259 804" 1,158 -391
11 EasternEurope .............covevinnns .. 0 -19 5 [} 4 5 0 3 1
12 Canada ..ot e e e 881 4,534 413 654 378 203 —389 679 720
13 Latin America and Caribbean ..............oooiviiiiiin 4,315 926 | -2,146 780 -673 —675 -29 -117 472 —141
14 Venezuela ............................ .. 248 ~-96 150 -17 —4 30 55 -63 35 1
15 Other Latin America and Caribbean . .. 2,336 1,130 | —1,096 -514 15 -49 —155 =227 367 167
. 1,731 -108 | —1,200 | 1,311 ~684 —656 72 173 69 -309
19,919 1,345 4,677 | 3,531 —676 4,318 1,762 | —5,333 1,476 2,429
17,909 =22 877 | 4,199 —597 1,839 799 | 5,272 1,757 2,020
112 —54 -56 ~18 20 —24 3 2 -29 49
308 1,067 407 300 -168 —204 -68 1,263 | —1,260 ~48
21 Nonmonetary international and regional organizations ........ 442 | -1,104 | 5,090 | 3,635 | —2,802 | —1,677 —-180 | 4,265 | —1,296 | —1,615
22 International .............c.coceniiiiiieanannns .. —436 | —1,430 | ~4,177 | 3,517 | ~2,875 | —1,722 111 4,326 | —1,492 | —1,620
23 Latin American regional 18 157 3 3 0 0 -10 0 0 ]
Memo
24 FOreign COUNtIIEs? .....ovvvueevnreeinnreeneerneraneenanns 28,768 1 20,491 | 31,027 | 8,646 3,610 2,787 704 | ~5,527" 7,676 4,290
25  Official instin&tions .. 8,135 14,214 | 31,176 3,719 2,251 2,612 1,360 2,437 1,857 1,789
26 Other fOreign® .......ovvivnivnenvuirnnrneerneiiieusinnis 20,631 6,283 -152 | 4,927 1,358 175 —657 | -7,964" | 5,819 2,502
Oil-exporting rﬁountrics
27 Middle Bast’ ... ..o e -1,547 | —1,529 1 3,111 —857 107 329 -509 —695 —-891 368
28 Africa® ... 7 s 16 1 0 0 0 -1 -1 -1
1. Estimated official and private transactions in marketable U.S. Treasury 3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
securities with an original maturity of more than 1 year. Data are based on United Arab Emirates (Trucial States).
monthly transactions reports. Excludes nonmarketable U.S. Treasury bonds and 4. Comprises Algeria, Gabon, Libya, and Nigeria.

notes held by official institutions of foreign countries.
2. Includes U.S. Treasury notes publicly issued to private foreign residents
denominated in foreign currencies.
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3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Percent per year

Rate on Feb. 29, 1988 Rate on Feb. 29, 1988 Rate on Feb. 29, 1988
Country Country Month Country
Month ont! Month
Percent effective Percent effective Percent effective
3.0 Dec. 1987 | France'................. 7.25 Jan. 1988 Norway................. 8.0 June 1983
6.75 Jan. 1988 Germany, Fed. Rep. of ... 2.5 Dec. 1987 | Switzertand ... ... 2.5 Dec. 1987
49.0 Mar. 1981 Italy 12.0 Aug. 1987 United Kingdom2 . N T TR
8.58 Feb. 1988 | Japan . 2.5 Feb. 1987 |} Venezuela............... 8.0 Oct. 1985
7.0 Oct. 1983 Netherlands ............. 3.25 Jan. 1988

1. As of the end of February 1981, the rate is that at which the Bank of France
discounts Treasury bills for 7 to 10 days.

2. Minimum lending rate suspended as of Aug. 20, 1981.

NoTE. Rates shown are mainly those at which the central bank either discounts

or makes advances against eligible commercial paper and/or government com-
mercial banks or brokers. For countries with more than one rate applicable to
such discounts or advances, the rate shown is the one at which it is understood the
central bank transacts the largest proportion of its credit operations.

3.27 FOREIGN SHORT-TERM INTEREST RATES

Percent per year, averages of daily figures

1987 1988
Country, or type 1985 1986 1987

Aug. Sept. Oct Nov. Dec Jan. Feb

1 Eurodollars ..............ooviinininnns 8.27 6.70 7.07 6.91 7.51 8.29 7.41 7.86 711 6.73

2 United Kingdom.......... 12.16 10.87 9.65 9.95 10.12 9.92 8.87 8.7 8.84 9.18

3 Canada...... 9.64 9.18 8.38 9.11 9.32 9.12 8.70 8.95 8.75 8.58

4 Germany. .. 5.40 4.58 3.97 3.93 3.98 4,70 3.92 3.65 3.40 3.29
5 Switzerland . ...l 4.92 4,19 3.67 3.55 3.51 4.03 3.65 3.51 2.09 1.48
6 Netherlands ................. ... 6.29 5.56 5.24 5.27 5.31 5.63 4.99 4.65 4.24 3.98
7 France.....co.covvennnn 9.91 7.68 8.14 7.88 7.85 8.15 8.66 8.48 8.19 7.54
8ltaly......ovovvvvvnnnn 14.86 12.60 11.15 11.96 12.36 11.85 11.36 11.25 10.47 10.80
9 Belgium. ...........co..... 9.60 8.04 7.01 6.55 6.56 6.84 6.93 6.57 6.49 6.19
10 Japan. ... 6.47 4.96 3.87 3.71 7 3.89 3.9 3.90 3.88 3.82

NoTE. Rates are for 3-month interbank loans except for Canada, finance company paper: Belgium, 3-month Treasury bills: and Japan, Gensaki rate.
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3.28 FOREIGN EXCHANGE RATES

Currency units per dollar

1987 1988
Country/currency 1985 1986 1987
Sept. Oct. Nov Dec Jan. Feb.
1 Australia/dollar’ ................... 70.026 67.093 70.136 72.68 71.12 68.60 71.06 71.11 71.40
2 Austria/schilling ................... 20.676 15.260 12.649 12.765 12.674 11.843 11.500 11.635 11.920
3 Belgium/franc ...................l 59.336 44.662 37.357 37.657 37.494 35.190 34.186 34.576 35.473
4 Canada/dollar...................... 1.3658 1.3896 1.3259 1.3154 1.3097 1.3167 1.3075 1.2855 1.2682
5 Chipa, PR/yuan .................. 2.9434 1.4615 3.7314 3.7314 3.7314 3.7314 3.7314 3.7314 3.7314
6 Denmark/krone..............ooo... 10.598 8.0954 6.8477 6.9893 6.9262 6.4962 6.3043 6.3562 6.4918
7 Finland/markka.................... 6.1971 5.0721 4.4036 4.3954 4.3570 4.1392 4.0462 4.0391 4.1159
8 France/franc....................... 8.9799 6.9256 6.0121 6.0555 6.0160 5.7099 5.5375 5.5808 5.7323
9 Germany/deutsche mark ............ 2.9419 2.1704 1.7981 1.8134 1.8006 1.6821 1.6335 1.6537 1.6963
10 Greece/drachma ................... 138.40 139.93 135.47 138.40 138.61 132.42 129.46 131.92 135.56
11 Hong Kong/dollar.................. 7.7911 7.8037 7.7985 7.8035 7.8077 7.7968 7.7726 7.7872 7.7978
12 India/rupee...............cooont.e, 12.332 12.597 12.943 12.993 12.995 12.972 12.934 13.040 13.065
13 Ireland/punt! ...................... 106.62 134.14 148.79 147.54 148.72 158.08 162.63 160.64 156.87
14 Haly/lira .. 1908.90 1491.16 1297.03 1310.86 1302.58 1238.89 1203.74 1216.88 1249.62
15 Japan/yen. .. 238.47 168.35 144.60 143.29 143.32 135.40 128.24 127.69 129.17
16 Malaysia/ringgit. . 2.4806 2.5830 2.5185 2.5189 2.5308 2.4989 2.4944 2.5400 2.5812
17 Netherlandj uilder . 3.3184 2.4484 2.0263 2.0413 2.0267 1.8931 1.8382 1.8584 1.9051
18 New Zealand/dollar' 49.752 52.456 59.327 63.352 64.031 61.915 64.664 65.818 66.386
19 Norway/krone .. .. 8.5933 7.3984 6.7408 6.6505 6.6311 6.4233 6.3820 6.3538 6.4167
20 Portugal/escudo. ................... 172.07 149.80 141.20 142.94 142.82 136.84 133.77 135.87 138.84
21 Singapore/dollar ................... 2.2008 2.1782 2.1059 2.0924 2.0891 2.0444 2.0127 2.0261 2.0185
22 South Africa/rand’ 45.57 43.952 49.081 48.86 48.79 50.67 51.22 50.62 48.73
23 South Korea/won 861.89 884.61 825.93 810.07 808.47 802.30 798.34 791.31 776.85
24 Spain/peseta. .. ... 169.98 140.04 123.54 121.34 118.60 113.26 110.80 112.34 114.36
25 Sri Lanka/rupee 27.187 27.933 29.471 29.902 30.347 30.519 30.644 30.825 30.859
26 Sweden/krona .............ooiiln. 8.6031 7.1272 6.3468 6.3844 6.3560 6.0744 5.9473 5.9749 6.0524
27 Switzerland/franc .................. 2.4551 1.7979 1.4918 1.5029 1.4940 1.3825 1.3304 1.3466 1.3916
28 Taiwan/dollar..............c...oovte 39.889 37.837 31.756 30.151 30.036 29.813 29.004 28.628 28.665
29 Thailand/baht. ..................... 27.193 26.314 25.774 25.765 25.783 25.495 25.249 25.235 25.324
3¢ United Kingdom/pound' ........... 129.74 146.77 163.98 164.46 166.20 177.54 182.88 180.09 175.82
MEeMo
31 United States/dollar® ............... 143.01 112.22 96.94 97.23 96.65 91.49 88.70 $9.29 91.08

1. Value in U.S. cents.

2. Index of weighted-average exchange value of U.S. dollar against the
currencies of 10 industrial countries. The weight for each of the 10 countries is the
1972-76 average world trade of that country divided by the average world trade of
all 10 countries combined. Series revised as of August 1978 (see FEDERAL
RESERVE BULLETIN, vol. 64, August 1978, p. 700).
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3. Currency reform.
NoTE. Averages of certified noon buying rates in New York for cable transfers.
Data in this table also appear in the Board’s G.5 (405) release. For address, see
inside front cover.
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Symbols and Abbreviations

¢ Corrected 0 Calculated to be zero

e  Estimated n.a. Not available

p  Preliminary n.e.c. Not elsewhere classified

r Revised (Notation appears on column heading when IPCs Individuals, partnerships, and corporations
about half of the figures in that column are changed.) REITs Real estate investment trusts

*  Amounts insignificant in terms of the last decimal place RPs Repurchase agreements

shown in the table (for example, less than 500,000 SMSAs Standard metropolitan statistical areas
when the smallest unit given is millions) . Cell not applicable

General Information

Minus signs are used to indicate (1) a decrease, (2) a negative obligations of the Treasury. ‘‘State and local government™

figure, or (3) an outflow. also includes municipalities, special districts, and other politi-
*“U.S. government securities’’ may include guaranteed cal subdivisions.

issues of U.S. government agencies (the flow of funds figures In some of the tables, details do not add to totals because of

also include not fully guaranteed issues) as well as direct rounding.
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Assets and liabilities of U.S. branches and agencies of foreign banks, December 31, 1986.......... May 1987 A76
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Special tables begin on next page.

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



A70 Special Tables OO April 1988

4.20 DOMESTIC AND FOREIGN OFFICES, Insured Commercial Bank Assets and Liabilities!?
Consolidated Report of Condition, September 30, 1987

Millions of dollars

Banks with domestic

i i s.7
Banks with foreign offices offices only®

Item Total
Total Foreign Domestic | Over 100 | Under 100
1 Total @sselss. . ... .. ... . i e 2,894,489 | 1,684,802 441,058 1,296,832 803,068 406,619
2 Cash and balances due from depository institutions . ................o.oviuenn 328,029 233,616 125,439 108,178 61,028 33,384
3 Cash items in process of collection, unposted debits, and currency . 73,102 1,858 71,244 24,871
4 Cash items in process of collection and unposted debits and coin . n.a. n.a. 59,488 16,407
5 Currency and COM . ..v v veeiy e i n.a. n.a. 11,756 8,464
6 Balances due from depository institutions in the United States .. ........ 37,255 22,757 14,498 21,284 n.a.
7  Balances due from banks in foreign countries and foreign central banks . . . n.a. 103,562 100,565 2,997 4,673
8 MBalances due from Federal Reserve Banks............ ..ottt 19,697 258 19,439 10,200
EMO
9 Noninterest-bearing balances due from commercial banks in the United
States (included in balances due from depository institutions in the U.S.)..... n.a. n.a. 9,349 12,457 10,672
10 Total securities, loans and lease financing receivables, net....................... 2,348,381 1,284,886 n.a. n.a. 708,080 355,415
11 Total securities, BOOK VAIUE . . ... ..\ouvntt et 496,588 202,781 27,242 175,539 173,136 120,672
12 U.S. Treasury securities and U.S, government agency and corporation
OBLIZALIONS . ..ot vttt e e e 302,730 107,629 786 106,843 108,696 86,405
13 U.S. Treasury securities ..........cooeiiiieienaann . n.a. 64,907 581 64,326 64,732 n.a.
14 U.S. government agency and corporation obligations n.a. 42,722 205 42,517 43,965 n.a.
15 All holdings of U.S. government-issued or guaranteed certificates of
participation in pools of residential mortgages . 64,103 33,001 159 32,841 17,799 13,304
16 Al OtRer . o ottt ettt e e e n.a, 9,721 46 9,675 26,166 n.a.
17 Securities issued by states and political subdivisions in the United States...... 122,788 51,248 951 50,297 45,929 25,611
18 TaXADIE. .. vt et e .. 1,733 344 1 343 661 727
19 Tax-exempt . . 121,055 50,904 950 49,954 45,268 24,884
20 Other securities. ..... 71,070 43,904 25,504 18,400 18,510 8.656
21 Other domestic securities n.a. 17,881 1,096 16,785 18,159} ........
22 All holdings of private certificates of participation in pools of
residential MOMEAGES . ... ..o\t ettt i rans 7,240 3,759 8 3,751 2,619 863
23 All other. .. 37,456 14,122 1,089 13,034 15,541 7,793
24 Foreign securities . ...................... .. s .. n.a. 26 023 24,408 1,615 350 ..l
25 Federal funds sold and securities purchased under agreements to resell ......... 130,388 65,748 257 65,491 41,408 23,233

26 Total loans and lease financing receivables, gross...................... .. 1,782,977 1,058,176 224,842 833,334 507,238 217,563

27 Less: Unearned income on loans ........... .. 14,814 6,553 1,972 4,581 5,6

28 Total loans and leases (net of unearned income) . 1,768,163 1,051,624 222,870 828,753 501,600 214,939
29

29 Less: Allowance for loan and lease losses ... 46,580 35,088 n.a. n.a. 8,063 s
30 Less: Allocated transfer risk reserves .. ... - 179 178 n.a. n.a. 1 0
31 EquaLs: Total loans and leases, NEt . .........ovoeiiiiire i ernanansns 1,721,404 1,016,357 n.a. n.a. 493,537 211,511
Total loans, gross, by category

32 Loans secured by real estate ........ 570,590 270,494 18,433 252,061 202,322 97,774
33 Construction and land development . . 77,476 31,460 7,895
3 Farmland .................. ... .. 1,561 3,884 8,673
35 14 famlly residential properties ............. .. n.a. n.a. n.a. 96,511 95,133 53,561
36  Multifamily (5 or more) residential properties . o * 8,828 5,942 2,013
37 Nonfarm nonresidential properties ........... .. 67,685 65,904 25,631
38 Loans to depository institutions ........... .. 65,049 58,880 28,204 30,676 5,293 877
39 To commercial banks in the United States ........... .. n.a. 22,600 1,063 21,537 4,345 n.a.
40 To other depository institutions in the United States . .. n.a. 4,730 212 4,518 786 n.a.
41 To banks in foreign CoOUNMIies ..........oouiuerinneiii i aanan n.a. 31,550 26,930 4,621 162 n.a.
42 Loans to finance agricultural production and other loans to farmers............. 31,001 5,645 360 5,285 6,685 18,670
43 Commercial and industrial loans .............. ... L. . 577,911 404,193 110,296 293,897 126,139 47,579
44  To U.S. addressees (domicile). . .. n.a. 307,996 17,412 290,584 125,774 n.a.
45 To non-U.S. addressees (domicile) . . n.a. 96,197 92,884 3,313 365 n.a.
46 Acceptances of other banks ........ .. 3,332 1,027 336 691 1,255 1,049
47 US.banks............... .. n.a. 313 6 307 n.a. n.a.
48 Forelgn banks n.a. 715 330 384 n.a. n.a.
49 Loans to individuals for household, family, and other personal expenditures

(includes purchased paper).............ovvriiiiiiiniiii e 323,845 144,387 11,543 132,844 133,385 46,072
50 Creditcards and related plans . ............... .. 82,759 43,044 n.a. n.a. 37,527 2,188
51 Other (includes single payment and installment) 241,086 101,344 n.a. n.a. 95,858 43 885
52 Obligations (other than securities) of states and political subdivisions in the U.S.

(includes nonrated industrial development obligations). . ................... 54,679 33,878 663 33,213 18,285 2,516
53 Taxable.........coiiiii s .. 1,615 433 —183 615 1,038 144
54 Tax-exempt . .. 53,064 33,445 848 32,597 17,247 2,372
55 All other loans . 127,838 115,700 50,781 64,919 9,700 2,439
56 Loans to foreign governments and official institutions . . n.a. 38,932 35,907 3,025 228 n.a.
57 Otherloans ...........coiviviniiiieiiiniriirinnenns .. n.a. 76,768 14,874 61,894 9,472 n.a.
58 Loans for purchasing and carrying securities . .. n.a. n.a. n.a. 19,373 1,977 n.a.
59 All OthET JOANS .« oo oottt ettt e ettt ettt e n.a. n.a. n.a. 42,521 7,494 n.a.
60 Lease financing receivables .. ... ... . i i e 28,733 23,972 4,224 19,748 4,174 587
61 Assets held in trading accounts. .. .. 36,864 36,014 17,085 18,929 660 190
62 Premises and fixed assets (including capitalized leases) . . 43,761 22,618 n.a. 13,840 7,303
63 Otherreal estate owned ..............oiiiiiieriiiaien .., 10,729 4,532 t n.a. 3,441 2,755
64 Investments in unconsolidated subsidiaries and associated companies . 2,498 1,758 na 677 63
65 Customers’ liability on acceptances outstanding ..................cooiiainnns 35,512 35,077 n.a. n.a. 409 25
66 Net due from own foreign offices, Edge and agreement subsidiaries, and IBFs . .. n.a. n.a. 35,070 n.a. n.a,
67 Intangible @SSets .. .. ..ottt 4,515 2,893 n.a. 1,455 168
B8 OHhET @SSEIS. . .\ttt ittt ettt ettt et e e e 84,201 63,409 n.a. 13,477 7,316
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4.20 Continued

Banks with foreign offices3 Banl:)smvzgél ;ﬁ;"sesm
Item Total
Total Foreign Domestic Over 100 | Under 100
69 Total liabilities, limited-life preferred stock, and equity capital. . ................. 2,894,489 | 1,684,802 na. n.a. 803,067 406,619
70 Total Yabilities? . ... ... ... ..ot e 2,717,730 1,601,815 441,846 1,213,056 744,938 370,977
71 Limited-life preferred stock ........ ... o 84 67 na. n.a. 16 i
72 Total dePOSItS . .o vv v et e ettt e ettt et 2,229,527 1,206,885 343,443 863,442 661,372 361,271
73 Individuals, partnerships, and corporations . .. 186,525 763,834 601,890 329,997
74  U.S.BOVEIMMENT . ...cvviinriiierinransineiraranns f 4,000 2,037 833
75  States and political subdivisions in the United States. . .. 36,607 38,986 24,974
76 Commercial banks in the United States.............. .. n.a. n.a. n.a. 33,060 10,449 1,821
77  Other depository institutions in the United States. .. * ‘ 5,141 2,598 1,153
78  Banks in foreign countries ................ 7,967 154 n.a.
9 Foreign governments and official institutions 32,763 31,002 1,761 236 n.a.
80 Certified and official checks ............... .. 19,340 11,854 779 11,075 5,021 2,464
B1 AL Otherd . o e n.a. n.a. 125,138 C.. o 28
82 Total transaction BCCOUNS .. . ... .uvvre ettt ais i enneanriiaansenans 3 [ 308,721 194,067 97,208
83  Individuals, partnerships, and corporations . .. 250,889 171,036 86,719
84 U.S.EOVEIMMENL .........vvvruvireiininirorennnnn 3,161 1,566 634
85  States and political subdivisions in the United States. . .. 7,921 8,821 6,451
86 Commercial banks in the United States.............. A n.a, n.a. n.a. 23,383 6,100 547
87  Other depository institutions in the United States. .. 3,927 1,447 384
88  Banks in foreign countries ................ 7,344 66 n.a.
89  Foreign governments and official institutions 1,021 8 n.a.
90 Certified and official checks ............... .. 1 11,075 5,021 2,464
91 A Ot (.t e . o 10
92 Demand deposits (included in total transaction accounts) . ....................e y i 246,031 125,468 53,390
93 Individuals, partnerships, and corporations ............ o 189,766 106,566 46,983
94  U.S. GOVEIMMENT . ......ovoviviinirerairuinssensos . 3,148 1,548 618
95  States and political subdivisions in the United States.. .. 6,371 4,720 2,394
96 Commercial banks in the United States.............. .. 23,383 6,098 546
97  Other depository institutions in the United States. .. 3,926 1,443 376
98  Banks in foreign countries .......... .. ... .. 7,337 66 n.a.
99  Foreign governments and official institutions .. 1,020 8 n.a.
100 Certified and official checks ............... .. 11,075 5,021 2,464
101 Allother................... . P L. 10
102 Total nontransaction accounts............... . 554,721 467,305 264,062
103 Individuals, partnerships, and corporations . .. n.a. n.a. n.a. 512,946 430,854 243,277
104  U.S. GOVEIMMEN .. ...ivuiiirniinsinsiaanssanassen 839 471 200
105  States and political subdivisions in the United States. . .. 28,686 30,165 18,524
106 Commercial banks in the United States.............. .. 9,677 4,349 1,274
107 U.S. branches and agencies of foreign banks . .. .. 884 806 n.a.
108 Other commercial banks in the United States .. 8,794 3,542 n.a.
109  Other depository institutions in the United States. .. 1,214 1,150 770
110 Banks in foreign countries .............. . .. 623 88 n.a.
111 Foreign branches of other U.S. banks .. 4 4 n.a.
112 Other banks in foreign countries ......... 620 84 n.a.
113 Foreign governments and official institutions . . NS 740 228 n.a.
[E N S O O OO Y J e . 18
115 Federal funds purchased and securities sold under agreements to repurchase. . . .. 234,089 184,795 605 184,190 46,050 3,244
116 Demand notes issued to the U.S. Treasury..........ooviiiiiiivinonns .. n.a. n.a. n.a. 21,701 4,881 764
117 Other borrowed MONEY .. .......ovvvviiiiniriininnn 97,426 77,682 35,1i6 42,566 18,757 987
118 Banks liability on acceptances executed and outstanding 35,648 35,213 7,019 28,194 409 25
119 Notes and debentures subordinated to deposits 17,289 14,899 n.a. n.a. 2,019 370
120 Net due to own foreign offices, Edge and agreement subsidiaries, and IBFs. . n.a. n.a. n.a. 18,017 n.a. n.a.
121 All other liabilities . ............. . e 76,405 60,639 n.a. n.a. 11,450 4,316
122 Total equity capital®. . ......... i s 176,675 82,920 n.a. n.a. 58,114 35,641
MEemo
123 Holdings of commercial paper included in total loans, gross. ................... 1,755 1,245 511 720 n.a.
124 Total individual retirement accounts (IRA) and Keogh plan accounts. .. y A 32,901 32,219 15,948
125 Total brokered deposits. ..ot iiii s . 24,590 4,519 627
126 Total brokered retail deposits ............. i 4,937 2,553 459
127  Issued in denominations of $100,000 orless .........coooiiiiniriieins 1,439 1,967 391
128 Issued in denominations greater than $100,000 and participated out by the
broker in shares of $100,000 0rless ........cvviueniii iy 3,497 586 68
Savings deposits
129 Money market deposit accounts (MMDAS). ..., 166,942 129,345 55,939
130 Other savings deposits (excluding MMDAs). .. 71,546 68,833 34,895
131 Total time deposits of less than $100,000 ... ... 137,990 177 129,451
132 Time certificates of deposit of $100,000 or more . . n.a n.a n.a 151,138 88,272 42,163
133 Open-account time deposits of $100,000 or more. . 27,106 3,987 1,614
134 All NOW accounts (including Super NOW)...... .. 58,475 65,713 41,893
135 Total time and savings depPoSItS. ... ..oouii it i 617,410 535,903 307,880
Quarterly averages
136 Total I0AMS . . ..\ttt e ittt vt a et e 796,738 491,920 211,743
137 Obligations (other than securities) of states and political subdivisions
T the United States . ...\ v\ ereireernane s arante et ane i airanaansanns 33,971 18,065 n.a.
138 Transaction accounts in domestic offices (NOW accounts, ATS accounts, and
telephone and preauthorized transfer accounts)................o.oovnvane. 64,390 68,970 43,551
Nontransaction accounts in domestic offices
139 Money market deposit accounts (MMDAs). ... 167,909 131,021 56,455
140  Other savings deposits..............cccoiuiivenn . 72,379 69,156 34,633
141  Time certificates of deposit of $100,000 or more .. . 148,426 87,607 41,611
142 All other time depoSits . ... .. \ovir et 1 \ 163,070 178,191 130,481
143 Number of DANKS . .. ... ov vt ettt ettt 13,687 254 \ n.a. 2,342 11,091

Footnotes appear at the end of table 4.22
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4.21 DOMESTIC OFFICES, Insured Commercial Banks with Assets of $100 Million or more or with foreign offices? .23
Consolidated Report of Condition, September 30, 1987

Millions of dollars

Members
Non-
Item Total members
Total National State
1 Total aSSetS0 . .. ... ... e e 2,099,900 1,705,750 1,334,944 370,807 394,149
2 Cash and balances due from depository inSttUtONS . ... ....uiuvurirveiiiiiennieninenns 169,206 141,480 108,781 32,698 27,727
3 Cash items in process of collection and unposted debits .......................0 ... . 75,896 69,692 52,099 17,592 6,204
4 Currencyand coin ......o..viniii i e e . 20,220 16,718 13,787 2,931 3,502
5 Balances due from depository institutions in the United States ..................... . 35,782 24,862 20,046 4,816 10,920
6 Balances due from banks in foreign countries and foreign central banks . 7,669 5,797 4,491 1,306 1,873
7  Balances due from Federal Reserve Banks..........oouuriiiieiniiiiniirionnarnreinns 29,638 24,411 18,358 6,054 5,227
8 Total securities, loans and lease financing receivables, (net of unearned income) ............... 1,785,926 1,437,867 1,138,567 299,300 348,060
9 Total securities, BOOK VAIIE . ... ... ittt s it i e e 348,674 267,957 209,949 58,007 80,718
10 U.S. Treasury SeCurities ............ovuvieeeneviann..n .. 129,058 99,874 79,852 20,022 29,184
i1 U.S. government agency and corporation obligations 86,481 64,707 52,755 11,952 21,774
12 All holdings of U.S. government-issued or guaranteed certificates of
participation in pools of residential mortgages .. .. 50,640 41,940 33,493 8,447 8,701
13 Allother.......oooviii i e 35,841 22,767 19,262 3,505 13,073
14  Securities issued by states and political subdivisions in the U 96,226 76,391 56,185 20,206 19,835
15 TaXable. .ot e e . 1,004 703 588 115 301
16 Tax-exempt .............. . .. 95,222 75,688 55,597 20,091 19,534
17 Other domestic securities - 34,944 25,272 20,636 4,636 9,672
18 All holdings of private certificates of participation in pools of residential mortgages . 6,369 5,125 3,17t 1,955 1,244
19 AL Ot . . i e e . 28,575 20,147 17,466 2,681 8,428
20 FOTeigN SECUTITIES . o o .ottt ettt et et ettt e it e 1,966 1,713 521 1,192 252
21 Federal funds sold and securities purchased under agreements toresell..................... 106,899 90,524 65,607 24,917 16,374
22 Total loans and lease financing receivables, gross.........oo. e 1,340,572 1,087,160 868,932 218,228 253,412
23  Less: Unearned income onloans ............co.o0nn. . 10,218 5,922 1,851 444

) 773 E X
24 Total loans and leases (net of unearned income) 1,330,353 1,079,386 863,010 216,375 250,968

Total loans, gross, by category

25 Loans secured by real @S1ate ... ... ... ... 454,383 347,823 295,467 52,356 106,559
26  Construction and land development .............. ..ot .. 108,935 88,933 72,878 16,055 20,002
27 Farmland ... ... .. e e N 5,445 3,669 3,226 444 1,776
28  1-4 family residential properties ........... ... ool .. 191,644 144,031 123,305 20,726 47,613
29  Muitifamily (5 or more) residential properties............. .. ... oo .. 14,770 11,507 10,010 1,497 3,263
30 Nonfarm nonresidential properties ..:...... .. . 133,589 99,683 86,048 13,635 33,905
31 Loans to commercial banks in the United States......... 25,883 22,351 16,881 5,469 3,532
32 Loans to other depository institutions in the United States. . 5,304 5,060 3,769 1,292 244
33 Loans to banks in foreign countries .................. .o .. 4,782 4,699 2,698 2,001 83
34 Loans to finance agricultural production and other loans to farmers ........................ 11,971 9,542 8,444 1,098 2,429
35 Commercial and industrial 10ans ... ......... i e 420,036 347,701 269,420 78,281 72,335
36 To U.S. addressees (domicile) ..................... N 416,358 344,332 266,696 77,636 72,026
37  To non-U.S. addressees (domicile) 3,678 3,369 2,723 645 309
38 Acceptances of other banks!0. . ... .. i e 1,946 1,366 1,218 147 581
39 OfUS.banks.............. RN 758 553 482 71 205
40  Of foreign banks 452 355 334 22 97
41 Loans to individuals for household, family, and other personal expenditures

(includes purchased Paper) ... .. ... ... ... it e 266,229 215,473 175,345 40,128 50,756
42 Loans to foreign governments and official institutions 3,252 3,102 2,111 991 151
43 Obligations (other than securities) of states and political subdivisions in the United States .. .. 51,498 43,113 32,333 10,780 8,385
44 Taxable. .. ... .. e e e 1,653 t,150 K 147 503
45  Tax-exempt . e 49,844 41,963 31,330 10,633 7,881
46 Other oa0S ... ivvvevrreniiiii i aenaens e 71,366 65,473 44,116 21,357 5,893
47  Loans for purchasing and carrying securities 21,350 19,483 11,613 7.870 1,868
48 Al OERET JOANS. . .. v vt ee et h e e e e e 50,015 45,990 32,503 13,487 4,025
49 Lease financing receivables . ..... ... ... s 23,922 21,457 17,130 4,328 2,465
50 Customers’ liability on acceptances outstanding 27,752 26,844 19,286 7,558 908
51 Net due from own foreign offices, Edge and agreement subsidiaries, and IBFs . 35,070 31,570 23,482 8,087 3,501
52 REMAIMING ASSEUS. o ..ot e vttt ettt et iatat e tatat e e ains 117,015 99,560 68,310 31,250 17,455
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4,21 Continued

Members
Non-
Item Total members
Total National State
53 Total liabilities and equity capital . ...... ... . ... ... i 2,099,900 1,705,750 1,334,944 370,807 394,149
54 Total Habilities” .. ... .. .. 1,957,994 1,592,985 1,247,168 345,817 365,009
55 TOtal BEPOSILS ..ottt e et ettt ittt e e e e e 1,524,813 1,204,077 962,658 241,419 320,737
56 Individuals, partnerships, and corporations. 1,365,724 1,073,427 864,366 209,061 292,298
57 U.S. OVEIrNMENt. . ... ..oovuunninaninieaneann, ,037 137 4,251 886 900
58  States and political subdivisions in the United States . 75,593 57.379 47,932 9,447 18,213
59 Commercial banks in the United States.......... 43,509 39,487 28,950 10,537 4,022
60  Other depository institutions in the United States . . 7,739 5,870 4,133 1,738 1,868
61  Banks in foreign countries ................... . 8,121 7,596 3,953 3,643 525
62 Foreign governments and official institutions . . 1,997 1,725 796 930 272
63 Certified and official checks .. .. ... . i 16,096 13,459 8,282 5177 2,638
64 Total tranSaCtion ACCOUNTS . ..ot unnet et sttt e ettt et s et e e et e e aneannnaeannnns 502,787 411,987 318,563 93,424 90,800
65 Individuals, partnerships, and corporations. . 421,925 339,717 268,574 71,143 82,208
66 U.S. BOVEIrNMENt. ..ottt ennanns . 4,727 4,055 3,259 796 672
67  States and political subdivisions in the United States . . 16,742 13,590 11,050 2,540 3,152
68 Commercial banks in the United States........ 29,482 28,144 20,032 8,113 1,338
69  Other depository institutions in the United States . . 5,374 4,818 3,220 1,597 557
70  Banks in foreign countries ............. ... . 7.410 7,214 3,724 3,490 196
71 Foreign governments and official institutions . . 1,029 989 422 567 40
72 Certified and official checks .. ... .. .. i 16,096 13,459 8,282 5177 2.638
73 Demand deposits (included in total transaction aCCOUNLS) . ......oveervriuinrneironnnnannns 371,500 311,449 234,303 77,146 60,051
74  Individuals, partnerships, and corporations. ........... . 296,332 243,475 187,805 55,670 52,857
75 U.S.government..............oveinianiinani.. . 4,696 4,028 3,236 792 668
76  States and political subdivisions in the United States . . 11,091 9,329 7,584 1,745 1,762
77  Commercial banks in the United States............. . 29,480 28,143 20,031 8,113 1,337
78  Other depository institutions in the United States . . 5,369 4,816 3,219 1,597 553
79  Banks in foreign countries ................. 7,404 7.207 3,720 3,488 196
80 Foreign governments and official institutions . . 1,028 988 421 567 40
81  Certified and official ChECKS ... ...ttt i e 16,096 13,459 8,282 5,177 2,638
82 Total NONIransSaction ACCOUMES . .. .o\ttt et a sttt ieiea e te et as e eaatananneanarnanas 1,022,026 792,090 644,095 147,995 229,936
81  Individuals, partnerships, and corporations. . 943,800 733,710 595,792 137,918 210,090
84 U.S. gOVErNMENt. .. ......coviviiurnnincraneiia., 1,310 1,081 992 90 228
85  States and political subdivisions in the United States . . 58,851 43,789 36,882 6,907 15,061
86 Commercial banks in the United States............. . 14,026 11,342 8,918 2.424 2,684
87 U.S. branches and agencies of foreign banks ... R 1,690 1,049 998 50 642
88 Other commercial banks in the United States. .. 12,336 10,294 7,920 2,374 2,042
890  Other depository institutions in the United States . . , 1,053 912 140 1,311
90 Banks in foreign countries ..................... . 711 382 229 153 329
91 Foreign branches of other U.S. banks . . 8 6 4 1 2
92 Other banks in foreign countries .......... N 703 376 224 152 327
93  Foreign governments and official institutions ......... ... ... . . i 968 737 374 363 232
94 Federal funds purchased and securities sold under agreements to repurchase................ 230,241 206,736 158,744 47,993 23,504
95 Demand notes issued to the U.S. Treasury...........c.ooeiniiaoan, .. 26,583 24,457 19,542 4,915 2,125
96 Other borrowed MONEY ... ..vvvvveveieniieniinenns . 61,322 52,548 38,142 14,405 8,774
97 Banks liability on acceptances executed and outstanding. . 28,603 27,696 20,100 7,596 908
98 Notes and debentures subordinated to deposits ..............cooovonn. 2,019 1,230 1,102 128 789
99 Net due to own foreign offices, Edge and agreement subsidiaries, and IBFs. . . 18,017 16,630 9,840 6,790 1,387
100 Remaining Habilities . . . . ..o v vt ottt e s 84,413 76,242 46,880 29,362 8,172
101 Total equity capital® . ........ ... o it e 141,905 112,765 87,776 24,989 29,140
MEemo
102 Holdings of commercial paper included in total loans, gross.............oovveveienean.n, 1,231 959 812 147 272
103 Total individual retirement accounts (IRA) and Keogh plan accounts. . .. 65,120 50,393 41,629 8,764 14,727
104 Total brokered deposits..........ooiri i .. 29,109 24,163 20,333 3,830 4.946
105 Total brokered retail deposits. . ............... .. R s , 902 1,546
106 Issued in denominations of $100,000 orless ... ... ... ittt it 3,406 2,297 2,151 146 1,109
107 Issued in denominations greater than $100,000 and participated out by the broker in shares
Of 100,000 OF 1888 .« -« ittt ittt it e 4,083 3,647 2,891 755 437
Savings deposits
108 Money market deposit accounts (MMDAS). ......... ... ..o 296,287 234,149 190,245 43,905 62,137
109  Other savings accounts .................. el 140,379 108,282 84,864 23,418 32,097
110 Total time deposits of less than $100,000......... 314,858 235,275 198,539 36,736 79,583
111 Time certificates of deposit of $100,000 or more .. 239,410 186,911 151,974 34,937 52,499
112 Open-account time deposits of $100,000 or more. .. .. 31,093 27,472 18,474 8,998 3,620
113 All NOW accounts (including Super NOW accounts) . . 124,189 95,020 79,128 15,892 29,168
114 Total time and savings deposits. . ... ... .. tietuiieit i 1,153.314 892,628 728,355 164,273 260,686
Quarterly averages
115 Total loans 1,288,658 | 1,042,931 836,654 206,277 245,727
116 Obligations (other than securities) of states and political subdivisions in the United States . ... 52,036 43,692 32,327 11,365 8,344
117 Transaction accounts (NOW accounts, ATS accounts, and telephione preauthorized
HTANS T ACCOUNIS) . ottt ettt ittt e ettt et e 133,359 102,676 84,523 18,152 30,684
Nontransaction accounts
118 Money market deposit accounts (MMDAS)....... ... . oo 298,930 236,422 192,167 44,254 62,508
119 Other savings deposits...........coooiiiennenni - 141,535 109,357 86,228 23,128 32,179
120 Time certificates of deposit of $100,000 or more .. 236,033 184,211 150,177 34,034 51,821
121 All other time deposits. ........c.coviiviiinia. 341,260 259,078 213,634 45,444 82,182
122 NUMDBET Of DAMKS .o\ttt ittt e tne e et et e e e e ettt e e et e 2,596 1,505 1,272 233 1,091

Footnotes appear at the end of table 4.22
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4.22 DOMESTIC OFFICES, Insured Commercial Bank Assets and Liabilities’2:3
Consolidated Report of Condition, September 30, 1987

Millions of dollars

Members Non
Item Total men?bers
Total National State

1 Fotal a8Set80 . .. ... .t 2,506,519 1,876,616 1,474,812 401,805 629,903
2 Cash and balances due from depository Institutions. .. ....... ..o 202,590 156,250 121,201 35,050 46,340
3 Currency and COIM. « ..o ettt et e e ittt 24,402 18,498 15,250 3,248 5,904
4 Noninterest-bearing balances due from commercial banks 32,478 19,112 15,483 3,629 13,366
T € -3 N 145,710 118,640 90,467 28,173 27,070
6 Total securities, loans, and lease financing receivables (net of unearned income) ............... 2,144,771 1,587,952 | 1,261,027 326,926 556,818
7 Total securities, booK Value .. .. ... ...ttt e e 469,347 316,383 249,575 66,808 152,963
8 U.S. Treasury securities and U.S. government agency and corporation obligations......... 301,945 198,812 160,436 38,376 103,132
9  Securities issued by states and political subdivisions in the United States ................. 121,837 86,671 64,642 22,029 35,166
10 Taxable ... oot e e 1,731 965 804 162 766
11 Tax-exempt.............. 120,106 85,706 63,838 21,868 34,400
12 Other securities 45,566 30,900 24,497 6,403 14,665
13 All holdings of private certificates of participation in pools of residential mortgages ...... 7,232 5,521 3,441 2,080 1,711
14 N7~ PN 38,333 25,379 21,056 4,323 12,954
15 Federal funds sold and securities purchased under agreements to resell . .. - 130,131 101,338 74,615 26,723 28,793
16 Total loans and lease financing receivables, gross . 1,558,135 1,179,140 943,674 235,466 378,995

17 Less: Unearned income on loans............ . 842 8,900 6,837 2,072 ,
18 Total loans and leases (net of unearned INCOME).. ... ... ... .. cvviiiiiiiiit i iiiiannnns 1,545,293 1,170,231 936,837 233,394 375,062

Total loans, gross. by category
19 Loans secured by real €state. ... ... ..ot e e 552,156 388,962 328,925 60,037 163,194
20  Construction and land development............ 116,830 92,421 75,731 16,689 24,409
21 Farmland.............ooooiiiiiienn .. 14,118 6,647 5,620 1,028 7,471
22 1-4 family residential properties 245,205 166,958 141,802 25,157 78,247
23 Multifamily (5 or more) residential properties . 16,783 12,342 10,696 1,646 4,441
24 Nonfarm nonresidential PrOPErtiEs. . . o .. vu et ettt e e it aaeiaansen 159,220 110,593 95,076 15,517 48,627
25 Loans to depository inStitUtIONS . . ..ottt i e e 36,846 32,641 23,835 8,806 4,205
26 Loans to finance agricultural production and other loans to farmers . . 30,641 16,253 13,744 2,509 14,388
27 Commercial and industrial foans ............... ... oo 467,615 368,706 286,476 82,230 98,909
28 Acceptances of other bamks ... .. ... ... i i i e e 2,996 1,869 1,646 223 1,127
29 Loans to individuals for household, family, and other personal expenditures

(includes purchased Paper) . ... ......uiiiiin ittt e e 312,302 235,319 191,522 43,797 76,983
30 Obligations (other than securities) of states and political subdivisions in the United States .. .. 54,014 44,112 33,170 10,942 9,902
31 Nonrated industrial development obligations 1,798 1,210 1,050 160 587
32 Other obligations (excluding securities) . ... 52,216 42,901 32,120 10,782 9,315
33 Allotherloans ...........coviiiiinnns 77,057 69,604 47,052 22,553 7,453
34 Lease financing receivables. . . 24,509 21,675 17,304 4,371 2,834
35 Customers’ liability on acceptances outstanding. 27,777 26,854 19,294 7.561 923
36 Net due from own foreign offices, Edge and agr 35,070 31,570 23,482 8,087 3,501
37 Remaining assets 131,381 105,559 73,291 32,269 25,822
38 Total liabilities and equity capital ........... ... ... ... .. i 2,506,519 1,876,616 1,474,812 401,805 629,903
39 Total Habilities”. . .. ..\ o ottt e it e e 2,3289711 1,749,086 | 1,375,118 373,968 579,885
40 TOtAl dEPOSIES. o .\ e vt ettt et et ettt e e e e e e 1,886,084 | 1,355,751 1,087,193 268,558 530,333
41 Individuals, partnerships, and corporations. 1,695,721 1,212,351 978,489 233,862 483,369
42 U.S. OVEIMMENL . ...ttt tin et inaa e aaaaaians 6,870 5,482 4,546 937 1,388
43 States and political subdivisions in the United States 100,567 66,925 55772 11,153 33,642
44 Commercial banks in the United States ..................... . 45,330 40,628 29,818 10,810 4,702
45 Other depository institutions in the United States ............ . 8,892 6,440 4,608 1,832 2,451
46  Certified and official checks........ ... ..ol . 18,561 14,587 9,199 5,388 3,973
4T ATLOTNET +eveee et e 10,147 9,339 4,765 4,574 808
48 Total traNSACHON GCCOUMES. . . .. .\ttt t et e et e e e ettt e et ettt e s et en e e arann 599,996 452,989 352,412 100,577 147,007
49  Individuals, partnerships, and corporations . 508,644 376.297 298,849 77.448 132,347
S0 U.S.government......... ... iiuiiiririiireniiiniiaaann . 5,361 4,325 3,490 835 1,036
51  States and political subdivisions in the United States .. 23,193 16,011 13,059 2,952 7,182
52 Commercial banks in the United States ................... .. 30,029 28,564 20,297 8,267 1,465
53 Other depository institutions in the United States .......... .. 5,758 4,995 3,369 1,626 763
54  Certified and official checks. ............... ...l . 18,561 14,587 9,199 5,388 3,973
E TN 0 1V PN 8,449 8,209 4,151 4,059 240
56 Demand deposits (included in total transaction aCCOUNES). . ... . ivuernviunneniinarennnns 424,890 334,564 253,296 81,269 90,326
57  Individuals, partnerships, and corporations 343,315 263,691 204,480 59,211 79,624
58 U.S. government 5,314 4,292 3,462 830 1,022
59  States and political subdivisions in the United States ............................ .. 13,485 10,237 8,345 1,892 3,248
60 Commercial banks in the United States .. .....oovivriiir e .. 30,026 28,563 20,296 8,267 1,463
61  Other depository institutions in the United States .................... ..., .. 5,745 4,990 3,364 1,626 755
62  Certified and official checks. ........oovv it .. 18,561 14,587 9,199 5,388 3,973
63 A OUNET .. ittt e e s 8,442 8,202 4,145 4,056 240
64 Total NONLransaction ACCOUNTS . ...\ uuv v v et tr ettt a e e e eas ot e iaaearaarenns 1,286,088 902,762 734,781 167,982 383,326
65 Individuals, partnerships, and corporations............ e 1,187,077 836,055 679,641 156,414 351,023
66 US.government.............cooiviieeiinineaiinan, 1,509 1,158 1,056 102 352
67  States and political subdivisions in the United States . 77,374 50,915 42,713 8,201 26,460
68 Commercial banks in the United States ............... 15,300 12,064 9,521 2,543 3,236
69  Other depository institutions in the United States ...... .. 3,134 1,446 1,240 206 1,688
0 Al O T oot e e e e 1,697 1,130 614 516 567
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4.22 Continued

Commercial Banks A7S

Members N
Item Total mombers
Total Nationat State
71 Federal funds purchased and securities sold under agreements to repurchase ................ 233,484 208,398 160,001 48,397 25,087
72 Demand notes issued to the U.S. Treasury .......coorenenioninniiiianeins 27,346 24,816 19,827 4,988 2,530
73 Other borrowed MONEY . ........covviiinrnrueninennes 62,310 53,143 38,522 14,620 9,167
74 Banks liability on acceptances executed and outstanding 28,628 27,706 20,107 7,599 923
75 Notes and debentures subordinated to deposits ..o 2,389 1,304 1.168 136 1,085
76 Net due to own foreign offices, Edge and agreement subsidiaries, and IBFs .. 18,017 16,630 9,840 6,790 1,387
77 Remaining Habilities .. ... ... .o e e 88,730 77,969 48,300 29,669 10,761
78 Total equity capital®. .. .. ... ... . e e 177,548 127,530 99,694 27,836 50,017
MEemo
79 Assets held in trading accounts!® . .. ... 19,779 19,467 11,723 7,743 313
80  U.S. Treasury securities . .. 9,735 9.704 4,801 4,903 32
81  U.S. government agency corporation oblngauo 4,285 4,284 3,030 1,254 1
82  Securilies issued by states and political subdivisions in the United States .. 2,440 2,426 1,710 715 14
83  Other bonds, notes and debentures . ........ciiiniiiiniiiinienennn 182 181 96 85 1
84  Certificates of deposit............. 385 381 345 36 4
85 Commercial paper..... 46 46 46 0 4]
86  Bankers acceptances. 1,371 1,363 880 483 8
L © T 874 863 608 255 11
88 Total individual retirement accounts (IRA) and Keogh plan accounts .. 81,068 56,811 46,938 9,873 24,257
89 Total brokered deposits ........ovvniii i 29,736 24,454 20,556 3.898 5,282
90 Total brokered retail deposits............... 7,949 6,136 5,184 952 1,813
91  Issued in denominations of $100,000 O 1€SS. . .. ..ottt i 3,797 2,462 2,277 184 1,336
92  Issued in denominations greater than $100,000 and participated out by the broker in
shares of $100,000 O 1688 . ...ttt e e 4,151 3,674 2,907 768 477
Savings deposits
93 Money market deposit accounts (MMDAS) ....... .. .. i 352,226 258,832 210,510 48,322 93,394
94  Other savings deposits . ................. 175,275 122,941 96,612 26,330 52,333
95 Total time deposits of less than $100,000 . . 444,308 286,414 240.267 46,147 157,894
96 Time certificates of deposit of $100,000 or more. 281,573 206,516 168,454 38,061 75,057
97 Open-account time deposits of $100,000 or more .. 32,707 28,059 18,937 9.121 4,648
98 All NOW accounts (including Super NOW).... ... 166,081 112,308 93,500 18,808 53.773
99 Total time and SaVIngs AEPOSIES .. .o\ttt ettt ittt e 1,461,194 1,021,187 833,898 187,289 440,007
Quarterly averages
100 Total J0ANS . ...ttt e e e e i e s 1,500,401 1,132,484 909,558 222,926 367,917
101 Transaction accounts (NOW accounts, ATS accounts, and telephone and preauthorized
HranSfer ACCOUNTS) ..o . ittt ittt s 176,910 120,427 99,248 21,179 56,483
Nontransaction accounts
102 Money market deposit accounts (MMDAS) ..., it 355,384 261,300 212,613 48,687 94,084
103 Other savings deposits . ...................... 176,169 123,918 97,896 26,021 52,251
104  Time certificates of deposit of $100,000 or more. 277,643 203,595 166,540 37,055 74,048
105 All other time deposits .. ... ... .ttt i e 471,741 310,498 255,643 54,856 161,243
106 Number of banks.. ... ... i e 13,687 5,747 4,649 1,098 7,940

1. Effective Mar. 31, 1984, the report of condition was substantially revised
for commercial banks. Some of the changes are as follows: (1) Previously, banks
with international banking facilities (IBFs) that had no other foreign offices were
considered domestic reporters. Beginning with the Mar. 31, 1984 call report these
banks are considered foreign and domestic reporters and must file the foreign and
domestic report of condition; (2) banks with assets greater than $1 billion have
additional items reported; (3) the domestic office detail for banks with foreign
offices has been reduced considerably: and (4) banks with assets under $25 million
have been excused from reporting certain detail items.

2. The “n.a.”” for some of the items is used to indicate the lesser detail
available from banks without foreign offices, the inapplicability of certain items to
banks that have only domestic offices and/or the absence of detail on a fully
consolidated basis for banks with foreign offices.

3. All transactions between domestic and forelgn offices of a bank are
reported in “net due from’ and ‘‘net due to.’ All other lines represent
transactions with parties other than the domestic and foreign offices of each bank.
Since these intraoffice transactions are nullified by consolidation, total assets and
tota] liabilities for the entire bank may not equal the sum of assets and liabilities
respectively. of the domestic and foreign offices.

4. Foreign offices include branches in foreign countries, Puerto Rico, and in
U.S. territories and possessions; subsidiaries in foreign countries; all offices of
Edge act and agreement corporations wherever located and IBFs.

5. The ‘over 100" column refers to those respondents whose assets, as of June
30 of the previous calendar year, were equal to or exceeded $100 million. (These
respondents file the FFIEC 032 or FFIEC 033 call report.) The ‘under 100° column
refers to those respondents whose assets, as of June 30 of the previous calendar
year, were less than $100 million. (These respondents filed the FFIEC 034 call
report.}

6. Since the domestic portion of allowances for loan and lease losses and
allocated transfer risk reserve are not reported for banks with foreign offices, the
components of total assets (domestic) will not add to the actual total (domestic).

7. Since the foreign portion of demand notes issued to the U.S. Treasury is not
reported for banks with foreign offices, the components of total liabilities (foreign)
will not add to the actual total (forelgn)

8. The definition of ‘all other’ varies by report form and therefore by column
in this table. See the instructions for more detail.

9. Equity capital is not allocated between the domestic and foreign offices of
banks with foreign offices.

10. Components of assets held in trading accounts are only reported for banks
with total assets of $1 billion or more: therefore the components will not add to the
totals for this item.

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



A76

Federal Reserve Board of Governors

ALAN GREENSPAN, Chairman
MANUEL H. JOHNSON, Vice Chairman

MARTHA R. SEGER
WAYNE D. ANGELL

OFFICE OF BOARD MEMBERS

JosepH R. COYNE, Assistant to the Board

DonNALD J. WINN, Assistant to the Board

LynN SMmiTH Fox, Special Assistant to the Board
BoB STAHLY MOORE, Special Assistant to the Board

LEGAL DIVISION

MIcHAEL BRADFIELD, General Counsel

J. VIRGIL MATTINGLY, JR., Deputy General Counsel
RICHARD M. ASHTON, Associate General Counsel
OLIVER IRELAND, Associate General Counsel

Ricki R. TIGERT, Assistant General Counsel

MARYELLEN A. BROWN, Assistant to the General Counsel

OFFICE OF THE SECRETARY

WiLLiaM W. WILES, Secretary
BARBARA R. LOWREY, Associate Secretary
JAMES MCAFEE, Associate Secretary

DrvisioN oF CONSUMER
AND COMMUNITY AFFAIRS

GRIFFITH L. GARwWoOD, Director
GLENN E. LoONEY, Assistant Director
ELLEN MALAND, Assistant Director
DoLoRes S. SMITH, Assistant Director

DIvVISION OF BANKING
SUPERVISION AND REGULATION

WiLLIAM TAYLOR, Staff Director

Don E. KLINE, Associate Director

FREDERICK M. STRUBLE, Associate Director
WILLIAM A. RYBACK, Deputy Associate Director
STEPHEN C. SCHEMERING, Deputy Associate Director
RICHARD SPILLENKOTHEN, Deputy Associate Director
HERBERT A. BIERN, Assistant Director

JoE M. CLEAVER, Assistant Director

ANTHONY CORNYN, Assistant Director

JaMEs 1. GARNER, Assistant Director

JAMES D. GOETZINGER, Assistant Director

MIcHAEL G. MARTINSON, Assistant Director

ROBERT S. PLOTKIN, Assistant Director

SIDNEY M. SussaN, Assistant Director

LAURA M. HOMER, Securities Credit Officer

DIVISION OF INTERNATIONAL FINANCE

Epwin M. TRUMAN, Staff Director

LARRY J. PROMISEL, Senior Associate Director
CHARLES J. SIEGMAN, Senior Associate Director
Davip H. HowARD, Deputy Associate Director
RoBerT F. GEMMILL, Staff Adviser

DoNALD B. ADAMS, Assistant Director

PETER HoorkeR 111, Assistant Director

KAREN H. JOHNSON, Assistant Director

RAaLPH W. SMITH, JR., Assistant Director

DIVISION OF RESEARCH AND STATISTICS

MiCHAEL J. PRELL, Director
Epwarp C. ETTIN, Deputy Director
JARED J. ENZLER, Associate Director
THOMAS D. SiMPsON, Associate Director
LAWRENCE SLIFMAN, Associate Director
ELEANOR J. STOCKWELL, Associate Director
MARTHA BETHEA, Deputy Associate Director
PETER A. TINSLEY, Deputy Associate Director
MARK N. GREENE, Assistant Director
MYRON L. KwAST, Assistant Director
SusaN J. LEPPER, Assistant Director
MARTHA S. SCANLON, Assistant Director
DAvID J. STOCKTON, Assistant Director
JoycE K. ZICKLER, Assistant Director
Levon H. GARABEDIAN, Assistant Director
(Administration)

DIVISION OF MONETARY AFFAIRS

DoNaLD L. KoHN, Director

Davip E. LINDSEY, Deputy Director
BriaN F. MADIGAN, Assistant Director
RicHARD D. PORTER, Assistant Director

NoORMAND R.V. BERNARD, Special Assistant to the Board

OFFICE OF THE INSPECTOR GENERAL

BRENT L. BOWEN, Inspector General
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and Official Staft

H. RoBERT HELLER
EpwarRD W. KELLEY, JR.

OFFICE OF OFFICE OF STAFF DIRECTOR FOR
STAFF DIRECTOR FOR MANAGEMENT FEDERAL RESERVE BANK ACTIVITIES
S. Davip Frost, Staff Director THEODORE E. ALLISON, Staff Director

EpwARD T. MULRENIN, Assistant Staff Director
PorTiA W. THOMPSON, Equal Employment Opportunity
Programs Officer DIviSION OF FEDERAL RESERVE

BANK OPERATIONS
DIvisioN oF HUMAN RESOURCES MANAGEMENT )
CLYDE H. FARNSWORTH, JR., Director
ELLiOoTT C. MCENTEE, Associate Director
Davip L. ROBINSON, Associate Director
C. WiLLiAM SCHLEICHER, JR., Associate Director
CHARLES W. BENNETT, Assistant Director
Jack DENNIS, JR., Assistant Director
EARL G. HAMILTON, Assistant Director
JoHN H. PARRISH, Assistant Director
OFFICE OF THE CONTROLLER Louise L. ROSEMAN, Assistant Director
FLORENCE M. YOUNG, Adviser

DAvID L. SHANNON, Director

Joun R. WEIS, Associate Director
ANTHONY V. DIGI101A, Assistant Director
JosepH H. HAYES, IR., Assistant Director
Frep HOROWITZ, Assistant Director

GEORGE E. LIVINGSTON, Controller

STEPHEN J. CLARK, Assistant Controller (Programs
and Budgets)

DARRELL R. PAULEY, Assistant Controller (Finance)

DIVISION OF SUPPORT SERVICES

RoserT E. FRAZIER, Director
GEORGE M., Lorez, Assistant Director
Davip L. WILLIAMS, Assistant Director

OFFICE OF THE EXECUTIVE DIRECTOR FOR
INFORMATION RESOURCES MANAGEMENT

ALLEN E. BEUTEL, Executive Director
STEPHEN R. MALPHRUS, Associate Director

DivisiON OF HARDWARE AND SOFTWARE
SYSTEMS

Bruce M. BEARDSLEY, Director
THoMmas C. JUDD, Assistant Director
Er1zaBETH B. RIGGS, Assistant Director
ROBERT J. ZEMEL, Assistant Director

DIVISION OF APPLICATIONS DEVELOPMENT AND
STATISTICAL SERVICES

WILLIAM R. JONES, Director

DAy W. RADEBAUGH, Assistant Director
RicHARD C. STEVENS, Assistant Director
PATRICIA A. WELCH, Assistant Director
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Federal Open Market Committee

FEDERAL OPEN MARKET COMMITTEE

MEMBERS
ALAN GREENSPAN, Chairman E. GERALD CORRIGAN, Vice Chairman
WAYNE D. ANGELL H. RoBERT HELLER Epwarp W. KELLEY, JR.
RoOBERT P. BLACK W. LEE HOSKINS ROBERT T. PARRY
ROBERT P. FORRESTAL MaNUEL H. JoHNSON MARTHA R. SEGER
ALTERNATE MEMBERS
ROGER GUFFEY THoMAas C. MELZER THoMAS M. TIMLEN
SiLas KEEHN FrRANK E. MORRIS
STAFF
DoNALD L. KoHN, Secretary and Staff Adviser JoHN M. Davis, Associate Economist
NORMAND R.V. BERNARD, Assistant Secretary RicHARD G. Davis, Associate Economist
ROSEMARY R. LONEY, Deputy Assistant Secretary DaviD E. LINDSEY, Associate Economist
MICHAEL BRADFIELD, General Counsel MICHAEL J. PRELL, Associate Economist
ERNEST T. PATRIKIS, Deputy General Counsel CHARLES J. SIEGMAN, Associate Economist
EDpwWIN M. TRUMAN, Economist (International) THomas D. S1MPSON, Associate Economist
Joun H. BEEBE, Associate Economist SHEILA L. TSCHINKEL, Associate Economist

J. ALFRED BROADDUS, JR., Associate Economist

PETER D. STERNLIGHT, Manager for Domestic Operations, System Open Market Account
SaM Y. Cross, Manager for Foreign Operations, System Open Market Account

FEDERAL ADVISORY COUNCIL

CHARLES T. FIsHER, 111, President
BENNETT A. BROWN, Vice President

J. TERRENCE MURRAY, First District CHARLES T. FIsHER, III, Seventh District
WiLLARD C. BUTCHER, Second District DonaLp N, BrRanbIN, Eighth District
SAMUEL A. McCuLLouGH, Third District DEWALT H. ANKENY, JR., Ninth District
THoMAS H. O’BRrIEN, Fourth District F. PHILLIPS GILTNER, Tenth District
FReDERICK DEANE, JR., Fifth District GERALD W. FRONTERHOUSE, Eleventh District
BENNETT A. BROWN, Sixth District PauL Hazen, Twelfth District

HERBERT V. PROCHNOW, Secretary
WiLLiaM J. Korsvik, Associate Secretary
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and Advisory Councils

CONSUMER ADVISORY COUNCIL

STEVEN W. HamM, Columbia, South Carolina, Chairman
EpwARD J. WiLLIAMS, Chicago, lllinois, Vice Chairman

Naomi G. ALBANESE, Greensboro, North Carolina RoOBERT A. HEss, Washington, D.C.
STEPHEN BroBECk, Washington, D.C. RoBeRrT J. HoBss, Boston, Massachusetts
Epwin B. Brooks, Jr., Richmond, Virginia Ramon E. JoHNsoON, Salt Lake City, Utah
JupitH N. BROWN, Edina, Minnesota ROBERT W. JoHNSON, West Lafayette, Indiana
MicHAEL S. CassiDy, New York, New York A. J. Jack) KiNg, Kalispell, Montana
BetTtY ToM CHuU, Arcadia, California Joun M. KOLESAR, Cleveland, Ohio

JERRY D. CRAFT, Atlanta, Georgia ALAN B. LERNER, Dallas, Texas

DonNaLp C. DAy, Boston, Massachusetts RicHARD L. D. Morse, Manhattan, Kansas
RicHARD B. DoBy, Denver, Colorado WiLLiaM E. OpoMm, Dearborn, Michigan
RicHArD H. FiNk, Washington, D.C. SANDRA R. PARKER, Richmond, Virginia
NEIL J. FOGARTY, Jersey City, New Jersey SANDRA PHILLIPS, Pittsburgh, Pennsylvania
STEPHEN GARDNER, Dallas, Texas JANE SHULL, Philadelphia, Pennsylvania
KENNETH A. HaLL, Picayune, Mississippi RaLpH E. SpurGIN, Columbus, Ohio
ELeENA G. HaNGal, Little Rock, Arkansas LAWRENCE WINTHROP, Portland, Oregon

THRIFT INSTITUTIONS ADVISORY COUNCIL

JAMIE J. JAcCksoN, Houston, Texas, President
GERALD M. CzARNECKI, Honolulu, Hawalii, Vice President

ROBERT S. DUNCAN, Hattiesburg, Mississippi JosepH W. MOSMILLER, Baltimore, Maryland
BETTY GREGG, Phoenix, Arizona JANET M. PavLiska, Arlington, Massachusetts
THoMas A. KINsT, Hoffman Estates, Illinois Louis H. PEPPER, Seattle, Washington

Ray MaRrTIN, Los Angeles, California WiLLiaM G. SCHUETT, Milwaukee, Wisconsin
Joe C. Morris, Emporia, Kansas DonNaLD B. SHACKELFORD, Columbus, Ohio
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Federal Reserve Board Publications

Copies are available from PUBLICATIONS SERVICES,
Mail Stop 138, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551. When a charge is indicat-
ed, payment should accompany request and be made to the
Board of Governors of the Federal Reserve System. Payment
from foreign residents should be drawn on a U.S. bank.
Stamps and coupons are not accepted.

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FUNC-
TIONS. 1984. 120 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 1986-87.

FEDERAL RESERVE BULLETIN. Monthly. $20.00 per year or
$2.00 each in the United States, its possessions, Canada,
and Mexico; 10 or more of same issue to one address,
$18.00 per year or $1.75 each. Elsewhere, $24.00 per
year or $2.50 each.

BANKING AND MONETARY STATISTICS. 1914-1941. (Reprint
of Part I only) 1976. 682 pp. $5.00.

BANKING AND MONETARY STATISTICS. 1941-1970. 1976.
1,168 pp. $15.00.

ANNUAL STATISTICAL DIGEST
1974-78. 1980. 305 pp. $10.00 per copy.

1981. 1982. 239 pp. $ 6.50 per copy.
1982. 1983. 266 pp. $ 7.50 per copy.
1983. 1984. 264 pp. $11.50 per copy.
1984, 1985. 254 pp. $12.50 per copy.
1985. 1986. 231 pp. $15.00 per copy.
1986. 1987. 288 pp. $15.00 per copy.

HisTtoriCAL CHART BooOK. Issued annually in Sept. $1.25
each in the United States, its possessions, Canada, and
Mexico; 10 or more to one address, $1.00 each. Else-
where, $1.50 each.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY SE-
RIES OF CHARTS. Weekly. $21.00 per year or $.50 each in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to one address, $19.50 per year
or $.45 each. Elsewhere, $26.00 per year or $.60 each.

THE FEDERAL RESERVE AcT, and other statutory provisions
affecting the Federal Reserve System, as amended
through April 20, 1983, with Supplements covering
amendments through August 1987. 576 pp. $7.00.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM.

ANNUAL PERCENTAGE RATE TABLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100
pp. Vol. II (Irregular Transactions). 1969. 116 pp. Each
volume $2.25; 10 or more of same volume to one
address, $2.00 each.

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
UTILIZATION. 1978. 40 pp. $1.75 each; 10 or more to one
address, $1.50 each.

THE BaNK HoLDING COMPANY MOVEMENT TO 1978: A
COMPENDIUM. 1978, 289 pp. $2.50 each; 10 or more to
one address, $2.25 each.

INTRODUCTION TO FLOW OF FUNDS. 1980. 68 pp. $1.50 each;
10 or more to one address, $1.25 each.

PusLic PoLicY AND CAPITAL FORMATION. 1981. 326 pp.
$13.50 each.
FEDERAL RESERVE REGULATORY SERVICE. Looseleaf; updat-
ed at least monthly. (Requests must be prepaid.)
Consumer and Community Affairs Handbook. $75.00 per
year.
Monetary Policy and Reserve Requirements Handbook.
$75.00 per year.
Securities Credit Transactions Handbook. $75.00 per year.
Federal Reserve Regulatory Service. 3 vols. (Contains all
three Handbooks plus substantial additional material.)
$200.00 per year.
Rates for subscribers outside the United States are as
follows and include additional air mail costs:
Federal Reserve Regulatory Service, $250.00 per year.
Each Handbook, $90.00 per year.
THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A
MULTICOUNTRY MODEL, May 1984, 590 pp. $14.50 each.
WELCOME TO THE FEDERAL RESERVE.
PROCESSING AN APPLICATION THROUGH THE FEDERAL RE-
SERVE SYSTEM. August 1985. 30 pp.
INDUSTRIAL PrRODUCTION—1986 EDITION. December 1986.
440 pp. $9.00 each.
FINaNcIAL FUTURES AND OPTIONS IN THE U.S. ECONOMY.
December 1986. 264 pp. $10.00 each.

CONSUMER EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies
are available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

Fair Credit Billing

Federal Reserve Glossary

A Guide to Business Credit and the Equal Credit Opportunity
Act

Guide to Federal Reserve Regulations

How to File A Consumer Credit Complaint

If You Borrow To Buy Stock

If You Use A Credit Card

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees

PAMPHLETS FOR FINANCIAL INSTITUTIONS
Short pamphlets on regulatory compliance, primarily suit-
able for banks, bank holding companies and creditors.

Limit of 50 copies

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



A81

The Board of Directors’ Opportunities in Community Rein- 134. SMaLL EMmpIricAL MODELS OF EXCHANGE MARKET
vestment INTERVENTION: A REVIEW OF THE LITERATURE, by
The Board of Directors’ Role in Consumer Law Compliance Ralph W. Tryon. October 1983. 14 pp. Out of print.
Combined Construction/Permanent Loan Disclosure and 135. SmaLL EMPIRICAL MODELS OF EXCHANGE MARKET
Regulation Z INTERVENTION: APPLICATIONS TO CANADA, GERMA-
Community Development Corporations and the Federal Re- NY, AND JAPAN, by Deborah J. Danker, Richard A.
serve Haas, Dale W. Henderson, Steven A. Symansky, and
Construction Loan Disclosures and Regulation Z Ralph W. Tryon. April 1985. 27 pp. Out of print.
Finance Charges Under Regulation Z 136. THE EFFECTs oF FiscaL PoLicy oN THE U.S. Econo-
How to Determine the Credit Needs of Your Community MY, by Darrell Cohen and Peter B. Clark. January
Regulation Z: The Right of Rescission 1984. 16 pp. Out of print.
The Right to Financial Privacy Act 137. THE IMPLICATIONS FOR BANK MERGER POLICY OF
Signature Rules in Community Property States: Regulation B FINANCIAL DEREGULATION, INTERSTATE BANKING,
Signature Rules: Regulation B AND FINANCIAL SUPERMARKETS, by Stephen A.
Timing Requirements for Adverse Action Notices: Regula- Rhoades. February 1984. Qut of print.
tion B 138. ANTITRUST LAws, JUSTICE DEPARTMENT GUIDE-
What An Adverse Action Notice Must Contain: Regulation B LINES, AND THE LIMITS OF CONCENTRATION IN Lo-
Understanding Prepaid Finance Charges: Regulation Z CAL BANKING MARKETS, by James Burke. June 1984.
Closing the Loan: A Consumer’s Guide to Mortgage Settle- 14 pp. Out of print.
ment Costs 139. SoME IMPLICATIONS OF FINANCIAL INNOVATIONS IN
Refinancing Your Mortgage THE UNITED STATES, by Thomas D. Simpson and
A Consumer’s Guide to Lock-Ins Patrick M. Parkinson. August 1984. 20 pp.
140. GEOGRAPHIC MARKET DELINEATION: A REVIEW OF
THE LITERATURE, by John D. Wolken. November
STAFF STUDIES: Summaries Only Printed in the 1984. 38 pp. Out of print.

Bulletin 141. A COMPARISON OF DIRECT DEPOSIT AND CHECK Pay-
Studies and papers on economic and financial subjects that MENT CosTs, bY William Dudley. November 1984.
are of general interest. Requests to obtain single copies of 15 pp. Out of print.
the full text or to be added to the mailing list for the series 142. MERGERS AND ACQUISITIONS BY COMMERCIAL
may be sent to Publications Services. BaNKS, 1960-83, by S}ephen A. Rhoades. December

1984. 30 pp. Out of print.
143. CoMPLIANCE CosTS AND CONSUMER BENEFITS OF
Staff Studies 115-125 are out of print. THE ELECTRONIC FUND TRANSFER ACT: RECENT
Survey EVIDENCE, by Frederick J. Schroeder. April

1985. 23 pp. Out of print.

114. MuLTIBANK HOLDING COMPANIES: RECENT Evi- 144. ScaLE EcoNoMIES IN COMPLIANCE CoSTs FOR CON-
DENCE ON COMPETITION AND PERFORMANCE IN SUMER CREDIT REGULATIONS: THE TRUTH IN LEND-
BANKING MARKETS, by Timothy J. Curry and John T. ING AND EqQuaL CREDIT OPPORTUNITY Laws, by
Rose. Jan. 1982. 9 pp. Gregory E. Ellichausen and Robert D. Kurtz. May

126. DEFINITION AND MEASUREMENT OF EXCHANGE MAR- 1985. 10 pp.

KET INTERVENTION, by Donald B. Adams and Dale 145. SERVICE CHARGES AS A SOURCE OF BANK INCOME

W. Henderson. August 1983. 5 pp. Out of print. AND THEIR IMPACT ON CONSUMERS, by Glenn B.

127. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER- Canner and Robert D. Kurtz. August 1985. 31 pp. Out
VENTION: JANUARY-MARCH 1975, by Margaret L. of print.

Greene. August 1984, 16 pp. Out of print. 146. THE ROLE OF THE PRIME RATE IN THE PRICING OF

128. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER- BusiNEss LoaNs By COMMERCIAL Banks, 1977-84,
VENTION: SEPTEMBER 1977-DECEMBER 1979, by Mar- by Thomas F. Brady. November 1985. 25 pp.
garet L. Greene. October 1984. 40 pp. Out of print. 147. REVISIONS IN THE MONETARY SERVICES (DIVISIA)

129. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER- INDEXES OF THE MONETARY AGGREGATES, by Helen
VENTION: OCTOBER 1980-OCTOBER 1981, by Margaret T. Farr and Deborah Johnson. December 1985. 42 pp.
L. Greene. August 1984. 36 pp. 148. THE MACROECONOMIC AND SECTORAL EFFECTS OF

130. EFFECTS OF EXCHANGE RATE VARIABILITY ON IN- THE EcoNoMic RECOVERY TAX AcT: SOME SIMULA-
TERNATIONAL TRADE AND OTHER EcoNOMIC VARIA- TION RESULTS, by Flint Brayton and Peter B. Clark.
BLES: A REVIEW OF THE LITERATURE, by Victoria S. December 1985. 17 pp.

Farrell with Dean A. DeRosa and T. Ashby McCown. 149. THE OPERATING PERFORMANCE OF ACQUIRED FIRMS

January 1984. Out of print. IN BANKING BEFORE AND AFTER ACQUISITION, by

131. CALCULATIONS OF PROFITABILITY FOR U.S. DOLLAR~ Stephen A. Rhoades. April 1986. 32 pp.

DEUTSCHE MARK INTERVENTION, by Laurence R. 150. StATISTICAL COST ACCOUNTING MODELS IN BANK-

Jacobson. October 1983. 8 pp. ING: A REEXAMINATION AND AN APPLICATION, by

132. TIME-SERIES STUDIES OF THE RELATIONSHIP BE- John T. Rose and John D. Wolken. May 1986. 13 pp.
TWEEN EXCHANGE RATES AND INTERVENTION: A 151. RESPONSES TO DEREGULATION: RETAIL DEPOSIT
REVIEW OF THE TECHNIQUES AND LITERATURE, by PRICING FROM 1983 THROUGH 1985, by Patrick I.
Kenneth Rogoff. October 1983. 15 pp. Mahoney, Alice P. White, Paul F. O’Brien, and Mary

133. RELATIONSHIPS AMONG EXCHANGE RATES, INTER- M. McLaughlin. January 1987. 30 pp.

VENTION, AND INTEREST RATES: AN EMPIRICAL IN- 152. DETERMINANTS OF CORPORATE MERGER ACTIVITY: A

VESTIGATION, by Bonnie E. Loopesko. November
1983. Out of print.

REVIEW OF THE LITERATURE, by Mark J. War-
shawsky. April 1987. 18 pp.
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153. STock MARKET VOLATILITY, by Carolyn D. Davis
and Alice P. White. September 1987. 14 pp.

154. THE EFFECTS ON CONSUMERS AND CREDITORS OF
PrOPOSED CEILINGS ON CREDIT CARD INTEREST
RaTES, by Glenn B. Canner and James T. Fergus.
October 1987. 783 pp.

155. THE FUNDING OF PRIVATE PENSION PLANS, by Mark
J. Warshawsky. November 1987. 25 pp.

REPRINTS OF BULLETIN ARTICLES
Most of the articles reprinted do not exceed 12 pages.

Limit of 10 copies

Foreign Experience with Targets for Money Growth. 10/83.

Intervention in Foreign Exchange Markets: A Summary of
Ten Staff Studies. 11/83.

A Financial Perspective on Agriculture, 1/84.

Survey of Consumer Finances, 1983. 9/84.

Bank Lending to Developing Countries. 10/84.

Survey of Consumer Finances, 1983: A Second Report.
12/84.

Union Settlements and Aggregate Wage Behavior in the
1980s. 12/84.

The Thrift Industry in Transition. 3/85.

A Revision of the Index of Industrial Production. 7/85.

Financial Innovation and Deregulation in Foreign Industrial
Countries. 10/85.

Recent Developments in the Bankers Acceptance Market.
1/86.

The Use of Cash and Transaction Accounts by American
Families. 2/86.

Financial Characteristics of High-Income Families. 3/86.

Prices, Profit Margins, and Exchange Rates. 6/86.

Agricultural Banks under Stress. 7/86.

Foreign Lending by Banks: A Guide to International and
U.S. Statistics. 10/86.

Recent Developments in Corporate Finance. 11/86.

U.S. International Transactions in 1986. 5/87.

Measuring the Foreign-Exchange Value of the Dollar. 6/87.

Changes in Consumer Installment Debt: Evidence from the
1983 and 1986 Surveys of Consumer Finances. 10/87.
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Index to Statistical Tables

References are to pages A3-A75 although the prefix ‘A’ is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Agricultural loans, commercial banks, 19, 20
Assets and liabilities (See also Foreigners)
Banks, by classes, 18-20, 70-75
Domestic finance companies, 37
Federal Reserve Banks, 10
Financial institutions, 26
Foreign banks, U.S. branches and agencies, 21
Nonfinancial corporations, 36
Automobiles
Consumer installment credit, 40, 41
Production, 47, 48

BANKERS acceptances, 9, 23, 24

Bankers balances, 18-20, 70, 72, 74. (See also Foreigners)

Bonds (See also U.S. government securities)
New issues, 34
Rates, 24
Branch banks, 21, 55
Business activity, nonfinancial, 44
Business expenditures on new plant and equipment, 36
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 46
Capital accounts
Banks, by classes, 18, 71, 73, 75
Federal Reserve Banks, 10
Central banks, discount rates, 67
Certificates of deposit, 24
Commercial and industrial loans
Commercial banks, 16, 19, 70, 72, 74
Weekly reporting banks, 19-21
Commercial banks
Assets and liabilities, 18-20, 70, 75
Commercial and industrial loans, 16, 18, 19, 20, 21
Consumer loans held, by type, and terms, 40, 41
Loans sold outright, 19
Nondeposit funds, 17
Number, by classes, 71, 73, 75
Real estate mortgages held, by holder and property, 39
Time and savings deposits, 3
Commercial paper, 23, 24, 37
Condition statements (See Assets and liabilities)
Construction, 44, 49
Consumer installment credit, 40, 41
Consumer prices, 44, 50
Consumption expenditures, 51, 52
Corporations
Nonfinancial, assets and liabilities, 36
Profits and their distribution, 35
Security issues, 34, 65
Cost of living (See Consumer prices)
Credit unions, 26, 40. (See also Thrift institutions)
Currency and coin, 18, 70, 72, 74
Currency in circulation, 4, 13
Customer credit, stock market, 25

DEBITS to deposit accounts, 15
Debt (See specific types of debt or securities)
Demand deposits

Banks, by classes, 18-21, 71, 73, 75

Demand deposits—Continued

Ownership by individuals, partnerships, and

corporations, 22

Turnover, 15
Depository institutions

Reserve requirements, 8

Reserves and related items, 3, 4, 5, 12
Deposits (See also specific types)

Banks, by classes, 3, 18-20, 21, 71, 73, 75

Federal Reserve Banks, 4, 10

Turnover, 15
Discount rates at Reserve Banks and at foreign central

banks and foreign countries (See Interest rates)

Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 35

EMPLOYMENT, 45
Eurodollars, 24

FARM mortgage loans, 39
Federal agency obligations, 4, 9, 10, 11, 31, 32
Federal credit agencies, 33
Federal finance
Debt subject to statutory limitation, and types and
ownership of gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus, or deficit, 28
Treasury operating balance, 28
Federal Financing Bank, 28, 33
Federal funds, 6, 17, 19, 20, 21, 24, 28
Federal Home Loan Banks, 33
Federal Home Loan Mortgage Corporation, 33, 38, 39
Federal Housing Administration, 33, 38, 39
Federal Land Banks, 39
Federal National Mortgage Association, 33, 38, 39
Federal Reserve Banks
Condition statement, 10
Discount rates (See Interest rates)
U.S. government securities held, 4, 10, 11, 30
Federal Reserve credit, 4, §, 10, 11
Federal Reserve notes, 10
Federal Savings and Loan Insurance Corporation insured
institutions, 26
Federally sponsored credit agencies, 33
Finance companies .
Assets and liabilities, 37
Business credit, 37
Loans, 40, 41
Paper, 23, 24
Financial institutions
Loans to, 19, 20, 21
Selected assets and liabilities, 26
Float, 4
Flow of funds, 42, 43
Foreign banks, assets and liabilities of U.S. branches and
agencies, 21
Foreign currency operations, 10
Foreign deposits in U.S. banks, 4, 10, 19, 20
Foreign exchange rates, 68
Foreign trade, 54
Foreigners
Claims on, 53, 57, 60, 61, 62, 64
Liabilities to, 20, 54, 55, 57, 58, 63, 65, 66
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GOLD Real estate loans—Continued

Certificate account, 10 Financial institutions, 26

Stock, 4, 54 . Terms, yields, and activity, 38
Government National Mortgage Association, 33, 38, 39 Type of holder and property mortgaged, 39
Gross national product, 51 Repurchase agreements, 6, 17, 19, 20, 21

Reserve requirements, 8
isti its, 49 Reserves

HOUSING, new and existing units Commercial banks, 18, 71
INCOME, personal and national, 44, 51, 52 Depository institutions, 3, 4, 5, 12

Federal Reserve Banks, 10
U.S. reserve assets, 54
Residential mortgage loans, 38

Industrial production, 44, 47
Instaliment loans, 40, 41

Insurance companies, 26, 30, 39 Retail credit and retail sales, 40, 41, 44
Interest rates
Bonds, 24
Consumer installment credit, 41 SAVING
Federal Reserve Banks, 7 Flow of funds, 42, 43
Foreign central banks and foreign countries, 67 National income accounts, 51
Money and capital markets, 24 Savings and loan associations, 26, 39, 40, 42. (See also
Mortgages, 38 Thrift institutions)
Prime rate, 23 Savings banks, 26, 39, 40
International capital transactions of United States, 53-67 Savings deposits (See Time and savings deposits)
International organizations, 57, 58, 60, 63, 64 Securities (See also specific types)
Inventories, 51 Federal and federally sponsored credit agencies, 33
Investment companies, issues and assets, 35 Foreign transactions, 65
Investments (See also specific types) New issues, 34
Banks, by classes, 18, 19, 20, 21, 26 Prices, 25 )
Commercial banks, 3, 16, 18-20, 39, 70 Special drawing rights, 4, 10, 53, 54
Federal Reserve Banks, 10, 11 State and local governments
Financial institutions, 26, 39 Deposits, 19, 20
Holdings of U.S. government securities, 30
LABOR force, 45 New security issues, 34
Life insurance companies (See Insurance companies) Ownership of securities issued by, 19, 20, 26
Loans (See also specific types) Rates on securities, 24
Banks, by classes, 18-20 Stock market, selected statistics, 25
Commercial banks, 3, 16, 1820, 70, 72, 74 Stocks (See also Securities)
Federal Reserve Banks, 4, S, 7, 10, 11 New issues, 34
Financial institutions, 26, 39 Prices, 25 . .
Insured or guaranteed by United States, 38, 39 Student Loan Marketing Association, 33
MANUFACTURING TAX receipts, federal, 29
Capacity utilization, 46 Thrift institutions, 3. (See also Credit unions and Savings
Production, 46, 48 and loan associations)
Margin requirements, 25 Time and savings deposits, 3, 13, 17, 18, 19, 20, 21, 71, 73,
Member banks (See also Depository institutions) 75
Federal funds and repurchase agreements, 6 Trade, foreign, 54
Reserve requirements, 8 Treasury cash, Treasury currency, 4
Mining production, 48 Treasury deposits, 4, 10, 28
Mobile homes shipped, 49 Treasury operating balance, 28
Monetary and credit aggregates, 3, 12
Money and capital market rates, 24 UNEMPLOYMENT, 45
Money stock measures and components, 3, 13 U.S. government balances
Mortgages (See Real estate loans) Commercial bank holdings, 18, 19, 20
Mutual funds, 35 L Treasury deposits at Reserve Banks, 4, 10, 28
Mutual savings banks (See Thrift institutions) U.S. government securities
Bank holdings, 18-20, 21, 30, 70, 72, 74
Dealer transactions, positions, and financing, 32
NATIONAL defense outlays, 29 Federal Reserve Bank holdings, 4, 10, 11, 30
National income, 51 Fore;%n and international holdings and transactions, 10,
, 66
OPEN market transactions, 9 Open market transactions, 9
gutstaxlzcling, by type and holder, 26, 30
i ates,
gg&SSONAL income, 52 U.S. international transactions, 53-67
Consumer and producer, 44, 50 Utilities, production, 48
Stock market, 25
Prime rate, 23 VETERANS Administration, 38, 39

Producer prices, 44, 50
Production, 44, 47 .
Profits, corporate, 35 WEEKLY reporting banks, 19-21
Wholesale (producer) prices, 44, 50
REAL estate loans
Banks, by classes, 16, 19, 20, 39, 72 YIELDS (See Interest rates)
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK, Chairman President Vice President
branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON*.................. 02106 George N. Hatsopoulos Frank E. Morris
Richard N. Cooper Robert W. Eisenmenger
NEW YORK*............. 10045  John R. Opel E. Gerald Corrigan
To be announced Thomas M. Timlen
Buffalo........c.occouneen. 14240  Mary Ann Lambertsen John T. Keane

PHILADELPHIA......... 19105

Nevius M. Curtis
Peter A. Benoliel

Edward G. Boehne
William H. Stone, Jr.

CLEVELAND*........... 44101 Charles W. Parry W. Lee Hoskins
John R. Miller William H. Hendricks
Cincinnati................ 45201  Owen B. Butler Charles A. Cerino?
Pittsburgh................ 15230 James E. Haas Harold J. Swart!
RICHMOND*............. 23219 Robert A. Georgine Robert P. Black
Hanne Merriman Jimmie R. Monhollon
Baltimore ................ 21203 Thomas R. Shelton Robert D. McTeer, Jr.!
Charlotte ................. 28230 G. Alex Bernhardt Albert D. Tinkelenberg!

Culpeper Communications
and Records Center 22701

John G. Stoides!

ATLANTA................. 30303 Bradley Currey, Jr. Robert P. Forrestal
Larry L. Prince Jack Guynn Delmar Harrison?
Birmingham ............. 35283 Roy D. Terry Fred R, Herr!
Jacksonville ............. 32231 E. William Nash, Jr. James D. Hawkins!
Miami...... ....33152  Sue McCourt Cobb Patrick K. Barron!
Nashville..... ....37203  Condon S. Bush Donald E. Nelson
New Orleans............ 70161  Sharon A. Perlis Henry H. Bourgaux
CHICAGO*................ 60690 Robert J. Day Silas Keehn
Marcus Alexis Daniel M. Doyle
Detroit..........c.c.eeeei. 48231 Richard T. Lindgren Roby L. Sloan!
ST. LOUIS.......cevenrnens 63166 Robert L. Virgil, Jr. Thomas C. Melzer
H. Edwin Trusheim James R. Bowen
Little Rock .............. 72203 James R. Rodgers John F. Breen
Louisville ................ 40232  Lois H. Gray James E. Conrad
Memphis ................. 38101 Sandra B. Sanderson Paul 1. Black, Jr.
MINNEAPOLIS.......... 55480 Michael W. Wright Gary H. Stern
John A. Rollwagen Thomas E. Gainor
Helena.......c....ccoueeee 59601 Marcia S. Anderson Robert F. McNellis
KANSAS CITY........... 64198  Irvine O. Hockaday, Jr. Roger Guffey
Fred W. Lyons, Jr. Henry R. Czerwinski
Denver.........ccvuvnens 80217 James C. Wilson Enis Alldredge, Jr.
Oklahoma City ......... 73125 Patience S. Latting William G. Evans
Omaha.......c..coenenen. 68102 Kenneth L.. Morrison Robert D. Hamilton
DALLAS ......cieiieneenn 75222 Bobby R. Inman Robert H. Boykin
Hugh G. Robinson William H.Wallace Tony J. Salvaggio!
ElPaso......ccoeunnneen. 79999 Peyton Yates Sammie C. Clay
Houston.................. 77252  Walter M. Mischer, Jr. Robert Smith, III!
San Antonio............. 78295  Robert F. McDermott Thomas H. Robertson

SAN FRANCISCO....... 94120

Robert F. Erburu
Carolyn S. Chambers

Robert T. Parry
Carl E. Powell

John F. Hoover!

Los Angeles............. 90051 Richard C. Seaver Thomas C. Warren?
Portland .................. 97208 Paul E. Bragdon Angelo S. Carella?
Salt Lake City.......... 84125 Don M. Wheeler E. Ronald Liggett!
Seattle ......oeviennenannd 98124  Carol A. Nygren Gerald R. Kelly!

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; Cranford, New Jersey 07016;
Jericho, New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West
Virginia 25311; Des Moines, Iowa 50306; Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202,
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Publications of Interest

FEDERAL RESERVE CONSUMER CREDIT
PUBLICATIONS

The Federal Reserve Board publishes a series of
pamphlets covering individual credit laws and topics,
as pictured below. The series includes such subjects as
how the Equal Credit Opportunity Act protects wom-
en against discrimination in their credit dealings, how
to use a credit card, and how to resolve a billing error.

The Board also publishes the Consumer Handbook
to Credit Protection Laws, a complete guide to con-
sumer credit protections. This 44-page booklet ex-

A Guide to
Business Credit
and the Equal
Credit Opportunity

plains how to use the credit laws to shop for credit,
apply for it, keep up credit ratings, and complain about
an unfair deal.

Protections offered by the Electronic Fund Transfer
Act are explained in Alice in Debitland. This booklet
offers tips for those using the new ‘‘paperless’ sys-
tems for transferring money.

Copies of consumer publications are available free
of charge from Publications Services, Mail Stop 138,
Board of Governors of the Federal Reserve System,
Washington, D.C. 20551. Multiple copies for class-
room use are also available free of charge.
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Publications of Interest

FEDERAL RESERVE REGULATORY SERVICE

To promote public understanding of its regulatory
functions, the Board publishes the Federal Reserve
Regulatory Service, a three-volume looseleaf service
containing all Board regulations and related statutes,
interpretations, policy statements, rulings, and staff
opinions. For those with a more specialized interest in
the Board’s regulations, parts of this service are
published separately as handbooks pertaining to mon-
etary policy, securities credit, and consumer affairs.

These publications are designed to help those who
must frequently refer to the Board’s regulatory materi-
als. They are updated monthly, and each contains
conversion tables, citation indexes, and a subject
index.

The Monetary Policy and Reserve Requirements
Handbook contains Regulations A, D, and Q plus
related materials.

The Securities Credit Transactions Handbook con-
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tains Regulations G, T, U, and X, dealing with exten-
sions of credit for the purchase of securities, together
with all related statutes, Board interpretations, rul-
ings, and staff opinions. Also included is the Board’s
list of OTC margin stocks.

The Consumer and Community Affairs Handbook
contains Regulations B, C, E, M, Z, AA, and BB and
associated materials.

For domestic subscribers, the annual rate is $200 for
the Federal Reserve Regulatory Service and $75 for
each handbook. For subscribers outside the United
States, the price including additional air mail costs is
$250 for the Service and $90 for each Handbook. All
subscription requests must be accompanied by a check
or money order payable to Board of Governors of the
Federal Reserve System. Orders should be addressed
to Publications Services, Mail Stop 138, Federal Re-
serve Board, 20th Street and Constitution Avenue,
N.W., Washington, D.C. 20551.
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