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Progress toward a European Monetary Union

Hervé Carré, of the staff of the Commission of
the European Communities and currently visiting
the Board, and Karen H. Johnson, of the
Board’s Division of International Finance, pre-
pared this article.

Economic and monetary union has been a long-
standing ambition of the European Community.
The Heads of State or Government of the mem-
ber states of the European Community first put it
forward as an objective in 1969. Yet only re-
cently has the commitment to economic and
monetary union (EMU) been reconfirmed and a
strategy for implementing it been defined. In the
past three years, important steps have been
taken, and negotiations are under way for
amending the treaty establishing the European
Community (EC) to bring about EMU. The out-
come of these negotiations is crucial. If signifi-
cant progress is made, in a few years the Euro-
pean continent will be very different. While the
change would affect European countries primar-
ily, it would have an impact on international
economic and monetary relations as well.

This article reviews the progress to date
toward European economic and monetary union.
The first section provides historical background
to the current move, from the signing of the
Treaty of Rome (1957) to the 1988 meeting in
Hanover of the European Council, which con-
sists of the Heads of State or Government of the
EC member states. In Hanover, the European
Council gave new impetus to the movement
toward EMU. The second section outlines the
general design for EMU that was endorsed by
eleven of the twelve EC member states before
the opening of the present negotiations and that
is based on the report issued in 1989 by a group
of experts chaired by Jacques Delors, currently
president of the EC Commission. The next sec-
tion addresses the main questions under discus-
sion that remain to be settled, and the last section

presents an assessment of the likely prospects for
and consequences of EMU.

THE SEARCH FOR A MONETARY IDENTITY

The Treaty of Rome, which established the Eu-
ropean Economic Community in 1957 to bring
about a closer union of European countries, has
no provisions for monetary arrangements. This
omission is largely the result of the international
context at the time. The currencies of the six
initial member states were part of the interna-
tional monetary system of fixed exchange rates
negotiated at Bretton Woods. In the years after
the signing of the Treaty of Rome, the main
achievements of the EC were the completion of
the customs union and the establishment of the
first common policy—the Common Agricultural
Policy. These steps led to a growing interdepen-
dence of the economies of the member states and
to an increasing awareness that national policies
were becoming less autonomous. Since the in-
ception of the EC, the progress achieved in
European integration and the changes in the
international environment have led to attempts to
establish a European monetary identity, a con-
cept that finds its fullest expression in the term
‘‘economic and monetary union.’’

The Werner Plan

In 1969, acknowledging that closer coordination
and even harmonization of economic and mone-
tary policies were necessary, the Heads of State
or Government expressed their wish to see the
Community develop into an economic and mon-
etary union through the implementation of a
phased plan. A group of experts chaired by
Pierre Werner, then Prime Minister of Luxem-
bourg, prepared the plan, which was endorsed in
1971. Accordingly, procedures for strengthening
the coordination of economic policies were intro-
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1. The Main Features of the European Monetary System

The ECU. The ECU is acomposite currency made up
of fixed amounts of all member states’ currencies,
which are weighted to take account of each country’s
gross domestic product and importance in intra-
Community trade. The composition of the ECU is
revised every five years. The current amounts of
national currency, the sum of which is defined to be one
ECU, are the following:

Belgian franc 3.301
Danish krone .1976
German mark .6242
Greek drachma 1.440
Spanish peseta 6.885
French franc 1.332
Irish pound .008552
Italian lira 151.8
Luxembourg franc .130
Dutch guilder 2198
Portuguese escudo 1.393
Pound sterling .08784

The value of one ECU in terms of any currency is equal
to the sum of these amounts expressed in that currency.

In the EMS, the ECU’s main functions are as
numéraire for setting central rates in the exchange rate
mechanism, as the unit of account for operations under
the intervention and the credit mechanisms, and as a
reserve instrument and means of settlement among
EMS central banks. For this purpose, the European
Monetary Cooperation Fund provides an allocation of
ECUs against the deposit of 20 percent of the gold and
dollar reserves held by the participating central banks.

The Exchange Rate and Intervention Mechanism.
Central rates in ECUs are set for the currencies of those
countries participating in the exchange rate mechanism
(ERM), and they are used to establish a grid of bilateral
central rates. Fluctuation margins, established around
the bilateral central rates (usually 2.25 percent),
determine the limits or intervention points. When a
currency reaches a limit, the two central banks
concerned must intervene in the market to ensure that
the limit is not exceeded. Currently, all the EC countries
except Portugal and Greece participate in the ERM.

Changes in the central rates are always possible, but
the decision can never be a unilateral one. Realignment
by common accord is a fundamental EMS rule; it
constitutes a guarantee against competitive devaluation
and represents a commitment by all the participants to
the parity grid.

 The Credit Mechanisms. A member state can obtain
credit through three mechanisms. Very-short-term
financing is available in unlimited amounts to finance
interventions at the limits. A system of short-term
monetary support among the member countries is
designed to meet financing needs stemming from
temporary deficits in the balance of payments. Medium-
term financial assistance is available in the form of
loans to member states that are expcnencmg or
seriously threatened by difficulties in their balance of
payments. A member state may avail itself of all these
facilities in turn. Their combined availability increases
the credibility of the EMS.

duced; an agreement was reached on narrowing
margins of fluctuation of the Community cur-
rencies (the ‘‘snake’’); and the European Mon-
etary Cooperation Fund (EMCF) was estab-
lished as the intended forerunner of a
Community system of central banks. But the
movement soon ran out of steam. The new
coordination procedures became primarily a
matter of form, the snake rapidly lost its Com-
munity character when many countries chose to
withdraw their currencies, and the EMCF never
assumed more than accounting functions. The
process of monetary integration could not pro-
ceed because countries could not agree on
policies in response to the shocks of the period:
the oil crisis and the collapse of the Bretton
Woods monetary system. Not until the end of
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the 1970s did the Community definitely estab-
lish the base for more lasting monetary integra-
tion by setting up the European Monetary Sys-
tem.

The European Monetary System

A system of stable but adjustable exchange rates,
the European Monetary System (EMS), was
established in 1979 to create a zone of monetary
stability in Europe. Based on an agreement
among central banks, the EMS has three main
features: the ECU, which is at the center of the
system; an exchange rate and intervention mech-
anism, designed to ensure the stability of Com-
munity currencies; and credit mechanisms that
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organize financial support among the participat-
ing countries (see box 1).!

In the twelve years of its existence, the EMS
has achieved its main objective of lowering rates
of inflation.2 As a result, it has helped to reduce
the variability of real exchange rates among the
participating currencies and to narrow interest
rate differentials. Closer coordination of the eco-
nomic policies implemented by the EC member
states has resulted in observed convergence of
their economic performances. By providing a
basis for multilateral surveillance within the
Community, the EMS has contributed to this
improved policy coordination. However, infla-
tion rates have also declined in many industrial
countries that are not in the EMS, and the extent
to which the EMS has contributed to lowering
inflation has been widely debated.3

The Single European Act

The perceived success of the EMS has contrib-
uted to further progress in European integration.
The Single European Act, which was signed in
1986, was the first major revision of the Treaty of
Rome. It reaffirmed old objectives and estab-
lished additional ones, such as the achievement
of the single market, the strengthening of eco-
nomic and social cohesion, and the gradual real-
ization of EMU. It also set the end of 1992 as a
deadline for completion of the single market and
proposed new methods of operation, such as
extending the scope for the Council to vote by
qualified majority rather than requiring unanim-
ity and introducing systematic arrangements for
mutual recognition by each member state of
other members’ standards and regulations.4

1. Under the current arrangements, the ECU or European
currency unit, is a ‘‘basket” or composite currency. In the
final stage of EMU, plans call for the ECU to cease to be a
basket currency and to become a currency in its own right.

2. Susan Collins, ‘‘Inflation and the European Monetary
System,”’ in Francesco Giavazzi, Stefano Micossi, and Mar-
cus Miller, eds., The European Monetary System (New
York: Cambridge University Press, 1988), pp. 112-39.

3. Charles Goodhart, ‘‘Economists’ Perspectives on the
EMS,”’ Journal of Monetary Economics, vol. 26 (December
1990), pp. 471-87.

4. The Council, which consists of minister representatives
of the EC member governments, enacts legislation proposed
by the Commission. Participants at Council meetings change
on the basis of the subject being considered.

However, the prospect of completion by the end
of 1992 of the single market soon appeared to be
a challenge for the current economic and mone-
tary arrangements. A unified financial market in
which capital flows, including speculative flows,
were unimpeded might make keeping exchange
rates fixed, as required by the EMS, impossible.
Moreover, even when persons and goods can
move freely within a single market, exchange
rates will remain as barriers to trade. For these
reasons, a single market would benefit from
having a single currency. According to a 1989
business survey conducted by Ernst and Young
for the EC Commission, opinions on the pros-
pects for the business climate become much
more positive when a single currency comple-
ments the single market. EMU thus appears to be
the economic and monetary backbone for the
success of the Communitywide internal market.

The march toward EMU resumed in 1988
when, at its meeting in Hanover, the European
Council entrusted to a committee chaired by
Delors the task of studying economic and mone-
tary union and preparing concrete stages leading
toward this goal. The committee, which included
representatives from the central banks of the
member countries plus several experts, pre-
sented its report in April 1989.

THE GENERAL DESIGN OF EMU

The Delors Committee report is a unanimously
agreed-upon statement of the goal of economic and
monetary union and the means for achieving it.

The Goal

The Delors Committee report proposes a frame-
work for EMU and identifies the essential ele-
ments of such a union. Three conditions used to
define monetary union are the following:

1. The total and irreversible convertibility of
currencies

2. The complete liberalization of capital trans-
actions and full integration of banking and finan-
cial markets
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3. The elimination of margins of fluctuation
and the irrevocable locking of exchange rate
parities.

This definition, which originated in the Werner
plan, has important implications for monetary
policy. As soon as exchange rates are irrevoca-
bly locked and perceived to be so, with perfect
capital mobility, there can be only one interest
rate for assets of the same maturity and risk for
all participants, whatever the currency denomi-
nation of the assets. Thus, the irrevocable fixing
of exchange rates implies the same structure of
interest rates across the union. But exchange
rates will be considered irrevocably fixed only if
all monetary authorities within the Community
guarantee without limit the conversion of any
currency of the system into another at the fixed
rate. Such a guarantee requires giving the re-
sponsibility for monetary policy to a single insti-
tution, since without this provision any money
created by a national monetary authority would
spill over throughout the union; the other mem-
ber states would be unable to shelter themselves
from its consequences. Thus, for practical pur-
poses monetary union implies a single monetary
policy.

The definition of economic union is less clear-
cut because such union involves a wide array of
measures relating to different fields. The Delors
Committee report describes economic union in
terms of four basic elements:

1. A single market within which persons,
goods, services, and capital move freely

2. A rigorous competition policy and other
measures aimed at strengthening market mecha-
nisms

3. Common policies aimed at structural change
and regional development

4. A close coordination of economic policies,
including binding rules for budgetary policies.

This definition has less sweeping conse-
quences than does the one for monetary union. A
single economic policy is not necessary for eco-
nomic union as a single monetary policy is for
monetary union; and, correspondingly, there is
not the same need for institutional change. How-

ever, some harmonization of a basic set of regu-
lations and procedures—for example, for tax
rates and financial services—is necessary. Com-
pletion of the single market would lead to a lower
degree of market integration in the EC than that
in other existing federations. Capital mobility
across countries can be expected to be almost
perfect; but the integration of the markets for
goods and nonfinancial services can be expected
to increase only slowly, and labor mobility is
bound to remain limited because of cultural and
linguistic barriers. In addition, because the Com-
munity budget amounts to only some 2 percent of
total EC government expenditures, its distribu-
tion and its stabilization functions cannot be
compared with those of central government bud-
gets that represent between 45 percent and 65
percent of total public expenditures in such fed-
eral states as the United States, Canada, and
Germany. If asymmetric shocks affected real
economic conditions in the EC member states,
other adjustment mechanisms would have to
function as stabilizers in the place of a central EC
budget; if aggregate fiscal policy measures were
required, most of them would have to be imple-
mented through coordination of economic poli-
cies among member states.

Stages of EMU

The Delors Committee report specifies a method
and a sequence of steps for implementing move-
ment to EMU. The report proposes three stages:

1. Stage one involves the completion of the
single market, the strengthening of economic and
monetary policy coordination, and the negotia-
tion and ratification of the treaty amendments
needed to establish EMU. In particular, the
Committee of Central Bank Governors would
have more authority and a higher profile. The
Committee’s policy recommendations to the
Council and to the monetary authorities would be
made public. Coordination procedures based on
multilateral surveillance would also have to be
reinforced, so that member states would enter
into reciprocal commitments.

2. Stage two, which would include entry into
force of the new treaty, would be the transition
period for the new institutional arrangement. A
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European System of Central Banks (ESCB)
would be established. The ESCB would design
and test the operational framework for formu-
lating and applying a common monetary policy.
On the economic front, medium-term guidelines
would need to be drawn up for the main mac-
roeconomic variables, and surveillance proce-
dures would be made more stringent and more
efficient.

3. Stage three would start with the irrevocable
fixing of exchange rates and would involve the
transfer of powers necessary for administering
economic and monetary union. The European
System of Central Banks would be in charge of
the single monetary policy, and a single currency
would replace the national currencies. On the
economic side, rules and procedures would be-
come binding.

In defining a method for moving toward EMU,
the report makes several recommendations. No
timetable is laid down, although the report sug-
gested that stage one should get under way at the
latest by July 1, 1990, that is, the date of imple-
menting the liberalization of capital movements
according to the single market program. The
report stresses parallelism in the development of
economic and monetary integration. Also, the
report accepts the idea of flexible arrangements
for participation. Although accession of all
twelve member states to the new treaty is the
preferred option, the proposal allows a degree of
flexibility concerning the date and conditions
under which different countries would join vari-
ous arrangements. Finally, the report states that
the realization of EMU must be seen as one
process. The decision to embark on stage one
implies the acceptance of the entire process and,
hence, the prospect of negotiations on a new
treaty. Preparatory work for these negotiations
therefore should take place at the same time as
work on launching stage one.

The general approach to EMU set forth in the
Delors Committee report was well received by
the European Council. In June 1989, the Euro-
pean Council decided that stage one would start
on July 1, 1990, and gave instructions to begin
preparatory work for an intergovernmental con-
ference, the forum for negotiations on a treaty
revision. Most of the preconditions for stage one

were met ahead of the deadline, and stage one
began as scheduled.

Costs and Benefits of EMU

Acceptance of the Delors plan for proceeding to
monetary union was accompanied by efforts of
the EC authorities and other analysts to estimate
the expected costs and benefits of EMU. Accord-
ing to Robert A. Mundell’s seminal contribution
to the literature on ‘‘optimum currency areas,”’
the judgment on the formation of a monetary area
depends on balancing two factors:

1. Monetary union, especially with a single
currency, provides benefits by eliminating trans-
action costs and the uncertainty associated with
exchange rate variability.

2. If labor and capital cannot move freely
among the regions of the union, adjustment to
some kinds of economic shocks, without changes
in the nominal exchange rates of the regions, will
lead to unemployment and lost output.s

On this basis, the overall cost-benefit balance
of EMU may be uncertain because labor mobility
in the Community is limited and is bound to
remain limited at least for a time. Direct exami-
nation of the criteria for an optimum currency
area for the EC member countries suggests that
regional problems are likely. Compared with the
U.S. economy, the EC member states show
significantly lower labor mobility; have experi-
enced to a greater degree economic shocks that
have affected the constituent regions asymmetri-
cally; and, as a result, have relied far more on
adjustment of real exchange rates across re-
gions.6

The analysis of the costs and benefits of mon-
etary union has been extended to include other
considerations. In particular, some analysts have
argued that the openness and the industrial di-
versification of the economies concerned are

5. Robert A. Mundell, ‘A Theory of Optimum Currency
Areas,”” American Economic Review, vol. 51 (September
1961), pp. 657-65.

6. Barry Eichengreen, ‘‘Is Europe an Optimum Currency
Area?”’ Working Paper 3579 (Cambridge, Mass.: National
Bureau of Economic Research, 1991).
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important criteria that need to be taken into
account. The larger the volume of interregional
trade, the greater are the cost savings stemming
from a monetary union that links the regions.”
Changes in exchange rates to help sustain eco-
nomic performance are less critical in a diversi-
fied industrial economy, with more intra-industry
trade, than in a more specialized economy.8 In
addition, recent developments in the theory of
economic growth point to dynamic gains, poten-
tially much greater than the direct gains associ-
ated with the elimination of transaction costs and
more stable exchange rates. These gains would
result from an improvement in the business cli-
mate that leads to a self-reinforcing cycle of
stronger growth.®

In 1990, the EC Commission staff published
its evaluation of the potential benefits and costs
of forming an economic and monetary union.
On balance, the Commission staff found that
EMU benefits are likely to outweigh the costs
(see box 2).

However, the present move toward EMU is
essentially politically driven and is accompa-
nied by parallel negotiations aimed at European
Political Union. Since the Delors Committee
report was published, EMU has gained fresh
momentum with each European Council meet-
ing. At the Madrid meeting in June 1989, the
European Council set the date for the start of
stage one; at the Strasbourg and Dublin meet-
ings, in December 1989 and June 1990 respec-
tively, it adopted a timetable for the Intergov-
ernmental Conference and for ratification of its
conclusions; and at the Rome meeting in Octo-
ber 1990, it set January 1, 1994, as the date for
the beginning of stage two, with agreement also
reached among eleven of the twelve member
states on an overall design for EMU closely

7. Ronald I. McKinnon, ‘“‘Optimum Currency Areas,”’
American Economic Review, vol. 53 (September 1963), pp.
717-25.

8. Peter Kenen, ‘‘The Theory of Optimum Currency Areas:
An Eclectic View,” in Robert A. Mundell and Alexander
Swoboda, eds., Monetary Problems in the International
Economy (Chicago: University of Chicago Press, 1969).

9. R. Baldwin, ‘‘The Growth Effects of 1992,”” Economic
Policy (October 1989), pp. 248—-81; R. Baldwin and R. Lyons,
‘‘External Economies and European Integration: The Poten-
tial for Self-fulfilling Expectations,”’ in European Economy:
The Economics of EMU, special issue.

modeled on that set out in the Delors Commit-
tee report.

The Agreed upon Design of EMU

Using this overall design, negotiators at the in-
tergovernmental conference have addressed the
specific details of EMU. As agreed at Rome,
monetary union will be fully realized only with
the adoption of a single currency, a strong and
stable ECU. A single currency means a single
monetary policy, formulated and implemented
by a new Community institution, the European
System of Central Banks. According to the draft
statute for the ESCB, which was prepared by the
Committee of Central Bank Governors and
which has been broadly endorsed by the negoti-
ators, the ESCB will have price stability as its
overriding objective; subject to that objective, it
will support the general economic policy set at
the Community level.

The ESCB will also have a federal structure,
but decisionmaking will be centralized. A two-
tier system will be established, consisting of the
existing national central banks and a new central
institution, the European Central Bank (ECB).
The national central banks will form an integral
part of the System and will have to act in
accordance with the instructions and guidelines
of the ECB. The function of the ECB will be to
ensure the implementation of the tasks of the
System, either through its own activities or
through the activities of the national central
banks. The decisionmaking bodies of the whole
System will be the ECB Council and the Execu-
tive Board of the ECB. The ECB Council will be
responsible for formulating the Community’s
monetary policy; it will be composed of the
President, the other members of the Executive
Board, and the governors of the national central
banks. Each member of the ECB Council will
have a vote; this principle of ‘‘one person, one
vote’’ reflects the desire to orient the decision-
making process toward the requirements of the
Community as a whole rather than toward re-
gional concerns. The Executive Board will be in
charge of implementing monetary policy and will
be composed of the President and a few other
members, all selected from among persons of
recognized standing and professional experience.
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The draft statute also mandates that the
ESCB will be independent. Empirical research
has established a strong link between the inde-
pendence of a central bank and its performance
in terms of price stability.1® There are four
major elements of this independence. First,
institutional independence: The ECB, the na-

10. A. Alesina, ‘‘Politics and Business Cycles in Industrial
Democracies,’’ Economic Policy (August 1989), pp. 57-89.

tional central banks, and the members of their
decisionmaking bodies will be independent
of instructions from political authorities or
any other bodies; national legislation will have
to be changed in countries where the central
bank is not currently independent to satisfy
this condition. Second, operational indepen-
dence: The System will have full availability
of the necessary instruments of monetary pol-
icy. Third, personal independence: The mem-
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bers of the decisionmaking bodies will be ap-
pointed for long terms of office, and the
appointments will be irrevocable. Fourth, fi-
nancial independence: The System will enjoy
financial autonomy.

Finally, the statute calls for the ESCB to be
democratically accountable. The System will be
established by a treaty, which will have to be
approved by member states and ratified by na-
tional parliaments. The treaty will clearly delin-
eate the tasks of the System and the responsibil-
ities of the decisionmaking bodies. The President
and the other members of the Executive Board
will be appointed by the political authorities (the
European Council) after consultation with the
European Parliament. The President of the ECB
will be responsible for reporting regularly on
monetary policy and explaining it to the other
institutions, including the European Parliament.
Furthermore, to ensure transparency and con-
sistency, the President of the Council and a
member of the Commission will have the right to
participate—but not to vote—in the meetings of
the ECB Council.

These features are drawn from two existing
models, the U.S. Federal Reserve System and
the German Bundesbank. The ESCB differs from
the Federal Reserve System and resembles the
Bundesbank in the following provisions:

Objective. The proposed ESCB will have a
statutory mandate to aim at an overriding ob-
jective—price stability. Other economic objec-
tives will clearly have a subordinate character.
The Federal Reserve currently has no such
statutory mandate; the Bundesbank does.

Decisionmaking Process. The design of the
ECB Council is close to that of the Federal Open
Market Committee (FOMC) of the Federal Re-
serve System as the governors of the national
central banks plus the members of the Executive
Board sit on the ECB Council whereas the Dis-
trict Bank presidents and members of the Board
compose the FOMC. The functions of the ECB
Council—decisions relating to monetary targets,
key interest rates, and the supply of reserves—
will be similar to those of the FOMC. However,
all of the national bank governors vote on all

ECB policy decisions in contrast to the FOMC,
on which only five of the twelve presidents vote
at any time. As a result, the ECB procedure in
giving more weight to the regional representa-
tives than does that of the FOMC resembles
more closely Bundesbank practice.

Accountability. No provision currently exists in
the Federal Reserve Act for the participation of
representatives of the Administration in the delib-
erations of the governing body. This is a distinc-
tive feature taken from the Bundesbank law.

Within EMU, economic policies, in contrast
to monetary policy, would remain largely de-
centralized. However, economic policies of the
member states will need to be consistent across
countries and with Community monetary pol-
icy. A large consensus has formed about the
framework for coordination. Multiyear guide-
lines, defined at the Community level, would
provide the point of reference for multilateral
surveillance. The surveillance exercises would
be designed to detect at an early stage any signs
that member states are diverging from sound
economic policies and to induce necessary cor-
rections. Most member states also agree with
the Commission that a scheme for special finan-
cial support should be established; such a
scheme would be highly conditional and would
be activated only when one member state or
several states were hit by major economic prob-
lems. These instruments are aimed at achieving
the high degree of convergence of economic
performance that a monetary union implies. In
this respect, fiscal policies deserve particular
attention because increasing fiscal imbalances
could make achieving the goal of price stability
more difficult, if not impossible. Hence, all
twelve member states agree on the need for two
binding rules to be included in the treaty: no
financing of public deficits by credits from the
ESCB or preferential market access for the
public authorities with a view to the placing of
public debt; and no automatic bailing out of a
member state in financial difficulties by the
Community or by the other member states.

The member states also agree that excessive
budget deficits that are liable to endanger the
monetary stability of the union should be
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avoided. This principle will be laid down in the
treaty, but the arrangements for applying it are
still under discussion.

THE REMAINING QUESTIONS

On the basis of this broad consensus, the Inter-
governmental Conference opened in December
1990. Since then, negotiations have been under
way to settle the remaining open questions. Four
issues of particular importance have not yet been
clearly resolved: the role of the ECU, the tran-
sition, exchange rate policy, and the necessary
fiscal discipline.

The ECU

At the European Council in Rome, eleven mem-
ber states agreed that ‘‘the Community will have
a single currency—a strong and stable ECU—
which will be an expression of its identity and
unity.”’ However, this agreement leaves open the
question of how to transform the present ECU, a
composite currency, into the strong and stable
currency of the union. So far, three approaches
have been proposed.

The Hard ECU. This plan, proposed by the
British, calls for a parallel currency that would
compete with national currencies and be managed
according to its own criteria. This idea is a variant of
the competing currencies scheme presented by the
U.K. government in November 1989 as an alterna-
tive, market-based strategy for the design of mone-
tary arrangements in Europe—a plan that did not
find support from the other eleven member coun-
tries.!! Because the hard ECU would be a parallel
currency, this plan is strongly opposed by those
who argue that it would further complicate the
already difficult task of coordinating various mone-
tary policies and would involve an additional source
of money creation that could undermine price sta-

11. Guido Carli, ‘“The Evolution towards Economic and
Monetary Union: A Response to the HM Treasury Paper”
(paper presented to the Council, December 1989). An edited
version, ‘‘Co-ordination, not competition,”’ was published in
the Financial Times (London), January 17, 1990.

bility.!12 Furthermore, the result of the scheme is
uncertain; a single currency is presented as one
possible culmination of a long and uncertain process
essentially driven by market forces. Thus, the plan
is also opposed by those who favor the single
currency.

The Hard Basket ECU. This alternative allows
the ECU to retain its composite nature until the
locking of exchange rates. At each realignment,
however, the basket would be modified so that the
ECU could not lose value against any of the
System’s currencies. Presented as a compromise
solution, this proposal has given rise to some
objections. First, it overturns the rules under
which the present System operates. Because each
realignment would lead to a new composition of
the ECU, any strain in the EMS would lead
operators to expect a modification of the basket,
thus increasing the risks involved in the use of the
ECU. Second, this scheme would eventually lead
to a parallel currency. Because of the exchange
rate guarantee conferred on the ECU, its medium-
and long-term interest rates would differ from the
theoretical rates derived from the interest rates of
the component currencies. As a result, the arbi-
trage of banking operators would be greatly com-
plicated, and the ECU would eventually have to
be managed by an institution.

A Comprehensive Policy of Strengthening the
ECU. This plan seeks to increase the use of the
present ECU and includes a proposal to freeze
the composition of the ECU, that is, to fix the
amounts of the component currencies. The
freeze would allow the relative weight of the
component currencies to evolve over time: The
weights of the appreciating currencies would rise
while the weights of the depreciating currencies
would fall. Thus the value of the ECU would
tend toward that of the strongest currencies in
the system. This proposal is the one most fa-
vored by market operators because not only
would it remove the uncertainty that surrounds

12. Karl Otto P6hl, ““The Further Developments of the
EMS,” Annex to the Report on Economic and Monetary
Union in the European Community (Delors Committee re-
port) (Luxembourg: Office for Official Publications of the
European Communities, 1989), pp. 129-56.
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the ECU market every five years as the date for
a basket revision approaches, it also would avoid
any danger of discontinuity between the present
ECU and the single currency of the union.

The Transition

Stage two, the transitional stage of the Delors
Committee report, was not thoroughly defined.
The report states that ‘‘the fundamental difficulty
inherent in this transition would lie in the orga-
nization of a gradual transfer of decisionmaking
power from national authorities to a Community
institution,’’ but it does not propose any detailed
blueprint for accomplishing this transition. How-
ever, the whole idea of a progressive transfer of
responsibilities in the field of monetary policy
was revised. It is now recognized that monetary
policy is indivisible, and that the decisionmaking
power in this area cannot be split.

This change in conception had immediate con-
sequences. The nature of stage two had to be
redefined—either as an extension of stage one or
as a forerunner of stage three—and the discus-
sion has focused on the degree of convergence of
economic performance by the member states that
would be required before irrevocably fixing ex-
change rate parities. Two traditionally conflicting
views are relevant to the discussion.

At one extreme is the so-called coronation
theory, according to which the passage to a
higher stage of monetary integration should only
ratify (or ‘‘crown’’) the convergence that has
already been achieved. The arguments used to
support this position differ. Some take the view
that given the existing wide differences in levels
of economic welfare, premature fixing of ex-
change rates would lead to political pressures,
not only for increased budgetary transfers from
richer to poorer regions, but also for easier
monetary policy to promote growth. Others ar-
gue that an early fixing of exchange rate parities
would aggravate regional disparities and impart a
deflationary bias to the monetary union. At the
other extreme, the so-called monetarist school
holds that convergence could always be achieved
through adherence to exchange rate commit-
ments, which could therefore be taken without
any preceding convergence.

The experience of the EMS suggests that nei-
ther of the two extreme positions should be
adopted. While the convergence by member
countries to low inflation rates is widely acknowl-
edged as the main achievement of the EMS (see
the chart), the strains the EMS experienced in the
first years of its existence, when realignments
were frequent, also illustrate the difficulties that
can arise when convergence is insufficient.

Those, especially the Commission, who advo-
cate a short transition have advanced further
arguments. First, the period ahead involves risks
of instability, because financial integration will
be achieved before the completion of monetary
union. The integration of financial markets will
facilitate currency substitution and financial mo-
bility to such an extent that the present degree of
monetary policy coordination may no longer be
adequate. Second, EMU will yield its most im-
portant benefits only during the final stage,
whereas most of the costs will be incurred in the
preparatory stages of the process. Third, an
economic case also exists for setting fixed and

Consumer price inflation in selected countries
in the exchange rate mechanism
of the European Monetary System, 1979-90
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credible timetables to foster convergence and
encourage anticipatory adjustments. Fourth, the
process of convergence has already advanced in
recent years, and further progress can be ex-
pected as a result of the new arrangements
adopted as preparation for stage one.

The difficulties of the discussion have been
compounded by the emergence of a third option,
the so-called two-speed Europe, under which an
inner core of countries would move rapidly to full
EMU while the remaining countries would join
later. Those member states who advocate a long
transition have strongly criticized this option.
They fear that the inner core countries could
make decisions that would shape the future of the
Community, and they do not want to be outsid-
ers. As a matter of fact, most of the progress
made in European unification has been achieved
through a ‘‘multi-speed’’ process. The EMS is an
example of this approach in that eight countries
currently participate in the narrow band of the
exchange rate mechanism (ERM), two countries
have joined only recently and utilize a wider
band, and two others have not yet joined the
ERM. The liberalization of capital movements,
with four countries maintaining restrictions while
the other eight have implemented free movement
of capital, provides another example. To a large
extent, the drawbacks of this two-speed option
seem to have been exaggerated during the dis-
cussion. The crux of the matter is to design open
arrangements, that is, arrangements that allow
every member state to participate and that pro-
vide for a certain degree of flexibili‘y concerning
the timing and conditions under which some
member states would participate.

The issue of convergence remains unresolved
and calls for a political answer. Building on the
consensus reached in Rome last year, negotiators
recently agreed that while it is clear that EMU
needs a considerable degree of convergence of
real and financial economic conditions in the
member states, the important question may be
how to achieve this degree of convergence. All
member states appear to have decided to adopt,
as soon as possible, medium-term adjustment
programs specifically designed to reduce existing
divergences. With this provision, convergence
criteria will have to be met before the move to
stage three but not before the move to stage two.

Also, a compromise agreement seems to have
been reached on the conditions for participating
in stage three, according to which no country
could prevent its partners from establishing a
single currency if they had met certain conver-
gence criteria; no country that had met those
criteria could be excluded; and no country could
be compelled to join.

Exchange Rate Policy

Which institution should have the responsibility
for external monetary relations has long been a
matter for extensive discussions within the mem-
ber states. There are two opposing schools of
thought. One side argues that since the exchange
rate is an important instrument of economic
policy, it should be managed by the political
authorities. Those who take this view underline
the fact that, after monetary union, the exchange
rate policy of the Community will have important
consequences for other countries and, therefore,
cannot be separated from broader political is-
sues. The other side holds that, because an
exchange rate policy may conflict with a domes-
tic monetary policy geared to price stability, it
should be the responsibility of the central bank;
they consider that all decisions on intervention
should be assigned to the ESCB, because full
responsibility in this field is a necessary condi-
tion for the conduct of a monetary policy ori-
ented toward stability.

In an attempt to reconcile these conflicting
views, the Commission has suggested a distinc-
tion among three levels of decisionmaking, and
an allocation of responsibilities for each level:

1. At the highest level, policymakers choose
the exchange rate regime and negotiate interna-
tional monetary agreements. These activities
should clearly be a matter for political authori-
ties, assisted by the ESCB—as is the case now in
all countries.

2. At the lowest level, interventions are trans-
acted in the foreign exchange markets, and the
daily management of foreign exchange reserves
occurs. These activities should be a matter for
the ESCB.

3. At the intermediate level, policymakers
must decide upon exchange rate and intervention
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policy—decisionmaking that is the core of the
problem. Acknowledging that the exchange rate
is an important element of both monetary policy
and external economic policy, the Commission
has suggested a structure for organizing the dia-
logue necessary for resolving potential conflicts.
It has proposed that exchange rate policy should
be defined in a framework of close cooperation
between the monetary authority and the eco-
nomic policymakers and should follow some
basic principles, especially that foreign exchange
interventions vis-a-vis third currencies should
not conflict with the overriding objective of mon-
etary policy. This ‘‘cooperative solution’’ is the
basis of the present negotiations.

Budgetary Discipline

Budgetary discipline is a concern for the mone-
tary authorities because fiscal policy and mone-
tary policy are interdependent in the long run. If
not corrected, protracted deficits leading to un-
sustainable buildups of outstanding public debt
result either in debt monetization or government
default. In the first case, the monetary authorities
give up their objective of price stability in order
to rescue the government. In the second, they
stick to their objective, but force the government
to repudiate part of its debt.

Even in less extreme cases, a lack of fiscal
discipline in one or more member states could
jeopardize the policy stance of the ESCB and
affect the other member states through three
channels. The first would be pressuring the
ESCB to ease its monetary policy stance. Even if
monetary policy is legally insulated from govern-
ment pressures, the very fact that a refusal by the
ESCB to ease its stance could turn a difficult
budgetary situation into a genuine financial crisis
acts as a de facto constraint on the central bank.
Second, even if the ESCB sticks to its stance,
persistent budgetary laxity in one country could
affect the other countries because this country
eventually would have either to declare default
or to withdraw from the EMU. The credibility of
EMU would be weakened. Finally, the ESCB
could also be subject to pressures to engage in
other forms of financial solidarity, such as the
purchase of a disproportionate share of bonds
issued by a specific country; the consequences of

the lack of budgetary discipline would then be
felt in the overall market for government paper.

This is why, in considering the framework for
EMU, large deficits and debts are a matter of
concern for the Community as a whole. Budget-
ary discipline, defined as the avoidance of an
unsustainable buildup of public debt, is a vital
condition for the success of EMU. The nature of
the rules and procedures that should be en-
shrined in the Treaty to avoid excessive deficits
is therefore being extensively discussed.

It has been argued that no special provision or
quantitative rule should be mentioned in the
Treaty provided that the central bank is granted
complete independence and is fully sheltered
from government pressures; any form of financial
solidarity among member states is ruled out; and
existing regulations, especially prudential rules,
are modified to correct any bias in favor of
government paper.!3 Under these conditions, it is
maintained, markets would assess the relative
riskiness of various governments’ paper, and a
lack of discipline would result in an increased
cost of borrowing.

The conditions necessary for such a system of
market discipline to succeed, however, are
rather strict and may not be met. First, expecting
markets to rule out financial solidarity when
solidarity itself is a basic principle of the Com-
munity may not be realistic. Second, the record
of markets in assessing risks is not perfect, as
illustrated by the 1975 New York City liquidity
crisis and the Latin American debt crisis. Third,
governments may not react adequately to market
signals. Therefore many analysts doubt that mar-
ket discipline alone would achieve the desired
results. Thus, negotiators have agreed to supple-
ment market discipline by a system of rules. As
mentioned in the previous section, the principle
that excessive deficits shall be avoided will be
included in the amended treaty. The negotiations
are currently addressing the question of what
criteria should be used in defining excessive
deficits and what ways are appropriate for en-
forcing the principle. It is already agreed that
peer pressure, possibly in the form of public

13. Graham Bishop, ‘‘Creating an EC Monetary Union
with Binding Market Rules,”” European Business Analysis
(London: Salomon Brothers, February 22, 1990).
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recommendations, would promote discipline.
Whether procedures providing for sanctions
should be developed is still under discussion.

CONSEQUENCES AND PROSPECTS

The impact of EMU will not be limited to just the
European countries. The consequences of mon-
etary union in Europe and the emergence of the
ECU as a major currency are likely to be felt in
the international financial markets and in non-
European countries, including the United States.

Implications of EMU for the International
Financial System

Completion of EMU and conversion by some or
all of the EC member countries to the use of the
ECU are likely to affect the international use of
the dollar, the ECU, and other currencies by
holders of official reserves and by private firms
and individuals. Changes in currency demands
could, in turn, affect the behavior of exchange
rates.

International Role of the ECU. The emergence
of the ECU as the single currency for a more
integrated EC economy would naturally tend to
make that currency suitable as a reserve asset to
be held for official purposes by countries outside
the EC. Once the ECU has become established as
the EC currency and various ECU-denominated
securities are widely traded on international cap-
ital markets, officials in other countries may
choose to diversify their official reserve holdings
to include ECU balances. Such a response is
particularly likely among the countries of Europe
that are not EC members, where trade and invest-
ment links to EC member countries are strong,
and among countries that currently peg to an EC
currency or to the present ECU basket, such as
Austria and the non-EC Scandinavian countries.

The move toward the ECU as the single EC
currency would also affect the official reserve
holdings of the participating countries. Although
the precise arrangements that will govern the
treatment of international reserve assets held by
EC countries have not yet been decided, some
consolidation of these balances is likely. The EC

countries would, of course, no longer hold each
others’ currencies as reserves. Pooling of the
reserve balances held by EC countries may per-
mit some economizing on reserves, including
dollar reserves.

As the currency of a major part of the indus-
trial world, the ECU would come to be widely
used in international transactions of all kinds. EC
firms, when dealing with firms in other parts of
the world, may choose to use the ECU for
transaction, accounting, and investment pur-
poses to a greater extent than they now use
European currencies. Firms from non-EC coun-
tries may use the ECU when dealing with EC
firms and, over time, may find it convenient to
use the ECU even in trades that do not involve
EC enterprises.

The further development of integrated finan-
cial markets in Europe, as part of the internal
market spawned by the Single European Act,
and the introduction of a single currency should
reinforce each other. The switch to a single
currency would facilitate the provision of bank-
ing, investment, and other financial services on a
European-wide basis. Conversely, a broadening
and deepening of banking and capital markets for
various ECU-denominated financial instruments
would aid the emergence of the ECU as a major
world currency.

Behavior of Exchange Rates. The switch to a
single European currency would completely elim-
inate the possibility of exchange rate changes
among the European currencies. As a conse-
quence, exchange rate movements within Europe
would not be able to contribute to the adjustment
of the national economies to developments such
as changes in world oil prices or cyclical swings in
the economies of trading partners. When such
events occur after EMU, fluctuation of the ECU
against the currencies of the rest of the world,
such as the dollar or yen, might be greater than we
now observe in such instances for a European
currency like the German mark. After EMU,
more of the adjustment process must occur
through changed dollar or yen rates than is cur-
rently the case.

Counteracting the tendency for increased ex-
change rate variability after the move to EMU is
the convergence of economic performance
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among the EC countries that we have already
seen and that can be expected to continue once
monetary union is established. The success of
the EMS during the past few years in accommo-
dating such events as the Gulf War and the
resulting oil price fluctuations and the recession in
the United States without realignment among EMS
currencies suggests an increasingly similar response
within the EC economies to such developments. In
that case, there may be no need for greater variabil-
ity of the exchange rate of the ECU in terms of the
dollar or other currencies than now occurs in order
to accommodate adjustment.

International Policy Coordination. Creation of
the ESCB and a single monetary policy for the EC
may have implications for the representation of
EC countries in international institutions such as
the International Monetary Fund and the Bank for
International Settlements, and at meetings such as
those now conducted by the G-7 finance ministers
and central bank governors. EC governments
have not yet determined the details of how repre-
sentation of their countries might be changed by
monetary union, but the ESCB would participate
in international meetings and the European posi-
tion would be more homogenous.

A unified European approach to monetary
policy could contribute to the present tendency
for international coordination of economic pol-
icy, including perhaps exchange rate policy, to
become a tri-polar effort among the United
States, Japan, and Europe. Simplification of the
coordination process may facilitate reaching
agreement under some circumstances, although
the United States could at times find its leader-
ship role challenged as well.

Implications of EMU for the United States

The role of the dollar in international transactions
may be reduced in a relative sense by the emer-
gence of the ECU as a major world currency.
However, the impact of this development on the
U.S. economy is likely to be gradual and minimal.
On balance, the U.S. economy would benefit from
a stronger, less inflationary economic perfor-
mance by one of its major trading partners.

The asymmetric role of the dollar and of the
United States in the international financial sys-

tem is likely to be reduced further by the estab-
lishment of monetary union and a single currency
in Europe. The EC countries and others may
lower their official holdings of dollar reserves,
and the use of the dollar as a vehicle currency in
international transactions may continue to wane.
These developments are already occurring to
some extent as the economies of Japan, Ger-
many, and other major industrial countries con-
tinue to grow, and their currencies become more
important in world financial markets. Even if
EMU had not been proposed, the dollar would
continue to move toward a somewhat reduced
international role relative to the mark, the yen,
and the other major currencies. The tendency for
the international role of the dollar to shrink, at
least in relative terms, as the ECU becomes more
important is likely to have little impact on U.S.
interest rates and on dollar exchange rates.

U.S. firms doing business in Europe would
benefit along with European firms from the re-
duced transaction costs and the elimination of
exchange rate risk that would result from the
introduction of a single currency. They would
benefit as well from any strengthening of eco-
nomic growth and expansion of trade that EMU
would help to support, provided EC markets
remain genuinely open to international trade. On
balance, a stronger, more efficient European
economy means better markets for U.S. goods.
If, as intended, EMU contributes to creating a
low-inflation, growth-oriented, and open econ-
omy in Europe, its benefits would be felt in
Europe, the United States, and throughout the
world.

3. Timetable for Economic and

Monetary Union
Steps toward union Date
Treaty of Rome March 25, 1957
Werner Plan October 1970
EMS March 13, 1979
Single European Act February 28, 1986
Delors Committee report April 1989
EMU: stage one July 1, 1990
EMU: stage two January 1, 1994
EMU: stage three To be negotiated
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Outlook for EMU

Given their implications, the remaining issues
that have been reviewed in the previous section
leave ample scope for further discussion. Pre-
dicting the moment when they will be solved is
difficult. However, these issues are more politi-
cal than technical in nature, and there is no

reason to expect that the political momentum
that has motivated and accompanied the recent
revival of the move to EMU will be lost. The
drive toward EMU has already accommodated
important shocks such as German reunification
and the Gulf crisis. In these circumstances, EMU
might well be a reality in Europe by the end of
this decade. ]
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Treasury

and Federal Reserve

Foreign Exchange Operations

This quarterly report, covering the period May
through July 1991, provides information on Treasury
and System foreign exchange operations. It was
presented by Sam Y. Cross, Executive Vice President
in charge of the Foreign Group of the Federal
Reserve Bank of New York and Manager of Foreign
Operations for the System Open Market Account.
Vivek Moorthy was primarily responsible for prepa-
ration of the report.!

The dollar rose significantly in June and early July,
only to ease back during the next few weeks to end
the May-July reporting period with little net change.
Over the three months as a whole, the dollar rose
about 2 percent against the mark, about 1 percent
against the yen, and just under 1 percent on a
trade-weighted basis.2

Shifting assessments of the strength of the eco-
nomic recovery in the United States were important
in stimulating movements of the dollar exchange
rate during the period. In addition, political turbu-
lence in Eastern Europe helped support the dollar
against the mark through most of the period, while
intervention and evidence of international coopera-
tion around the time of the Group of Seven (G-7)
summit meeting in July was seen in the market as
limiting the prospect of a continuing dollar rise.

The U.S. monetary authorities intervened on two
occasions to signal an interest in resisting the rise of
the dollar, selling a total of $150 million against
marks as part of their cooperation with other central
banks. The U.S. monetary authorities also engaged
in off-market transactions with foreign monetary
authorities, selling $8,548.5 million equivalent of
their foreign currency reserves for dollars.

1. The charts for the report are available on request from
Publications Services, Board of Governors of the Federal
Reserve System, mail stop 138, Washington, D.C. 20551.

2. The trade-weighted basis is as measured by the Federal
Reserve Board index.

THE DOLLAR FLUCTUATES WITHOUT CLEAR
DIRECTION IN MAY

As the period opened, sentiment toward the dollar
was favorable but market participants appeared
uncertain about whether the dollar could extend the
sharp rise that it had experienced during the
preceding two months. The cut in the U.S. discount
rate of 50 basis points to 5.5 percent on April 30 had
been unexpected, and that move generated some
downward pressure on dollar rates on May 1. The
U.S. employment data for April, released on May 3,
were stronger than expected, but, on inspection,
other details of the report revealed areas of continu-
ing weakness. The dollar traded in a narrow range
for the first half of May.

Then, late in European trading on Friday,
May 17, Sweden’s Riksbank announced that it would
link the Swedish krona to the European currency
unit (ECU), replacing its trade-weighted basket of
currencies, in which the dollar carried the largest
weight, with a basket composed entirely of European
Community currencies. Within a few hours of the
announcement, the dollar moved up about four
pfennigs against the mark, as Swedish and other
Scandinavian entities rushed to adjust the currency
composition of their liabilities to that of the ECU by
purchasing dollars to repay dollar-denominated
liabilities. With Swedish interest rates relatively
high, Swedish entities had borrowed extensively
abroad, partly to finance domestic operations,
confident that they were largely shielded from
exchange rate risk because the Swedish authorities
would limit the movement of the krona’s exchange
rate relative to the trade-weighted basket to only a
couple of percentage points. With the change in the
krona’s peg, the exchange risk these companies
would henceforth face on their dollar liabilities was
perceived to be much higher than before, and they
had an incentive to replace dollar-denominated
liabilities with those of European currencies more
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heavily represented in the ECU. With U.S. markets
still open after the Swedish announcement, and with
the mark relatively widely traded in the U.S. market,
the pressures resulting from the exchange market
operations on May 17 were concentrated in dollar-
mark transactions, resulting in the sharp rise of the
dollar against the mark. Under these circumstances,
there was some intervention; the U.S. authorities
sold $50 million on that Friday. After the weekend,
with pressures continuing, there was intervention by
several foreign central banks. Soon thereafter the
markets settled down, and the dollar traded in a
narrow range for the rest of the month.

THE DOLLAR ADVANCES DURING JUNE AND
EARLY JULY

During early June, a slew of U.S. economic
indicators were released that were generally much
more favorable than expected, and market observers
began to talk about the possibility that the U.S.
recovery might be more vigorous than previously
anticipated. In response, expectations of a further
decline in U.S. interest rates faded, and the dollar
started to rise. In particular, on June 7, when it was
reported that May employment rose well above
expectations, the dollar rose almost two pfennigs on
the day to close at DM1.7720.

Developments in Germany during June also

1. Federal Reserve reciprocal currency arrangements
Millions of dollars

tended to strengthen the dollar. News of Germany’s
first trade deficit since 1981, evidence that inflation
was higher than previously anticipated —even before
the imposition of a consumption tax that would raise
all major price indexes for the upcoming months,
and what some saw as the reluctance of the
Bundesbank to raise official interest rates all weighed
on the mark. By late June, the dollar had risen well
above DM1.80 in intraday trading.

With respect to the yen, the dollar showed its
greatest strength of the reporting period during the
first half of June and broke through the ¥142 level
three times. The dollar-yen exchange rate reflected
not only the more buoyant outlook for the U.S.
economy but also concerns in Japanese financial
markets about possible problems with banking and
stock market practices.

As the dollar moved up to levels not seen for more
than a year, market participants became wary of the
possibility that some action to curb the dollar’s rise
might be decided upon at the Group of Seven (G-7)
meeting of finance ministers and central bankers,
scheduled to be held in London on June 23. As a
result, the market became less concerned about the
upside risk for the dollar, and the currency traded in
a narrow range as the meeting approached.

In the event, the G-7 ministers and governors
issued a communiqué that “reaffirmed their commit-
ment to cooperate closely, taking account of the need
for orderly markets, if necessary through appropri-
ately concerted action in foreign exchange markets.”
Market participants did not initially construe the G-7
statement as a firm commitment to intervene to resist
the dollar’s rise. But comments following the meeting
by several officials, including Japanese Finance
Minister Hashimoto, French Finance Minister
Beregevoy, and U.S. Treasury Under Secretary
Mulford, reinforced the feeling that the possibility
of intervention was being actively considered.
Rumors about off-market transactions between the
Bundesbank and the Federal Reserve, which were
later confirmed by the authorities (as discussed
later), were also taken as indications that prepara-
tions to contain the dollar’s rise were under way.

Thereafter, the dollar remained well below its
earlier highs against the yen. The release on June 25
of data indicating a larger-than-expected rise in U.S.
durable goods orders for May temporarily supported
the dollar against all currencies. But the spreading
talk of new financial scandals in Japan was by this
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time having offsetting effects on the yen. On the one
hand, market participants came to expect that the
authorities might move more quickly than otherwise
to lower interest rates as Japanese share prices
continued to decline. In fact, the Bank of Japan
announced a cut of 2 percentage point in its discount
rate, to 5.5 percent, on July 1. On the other hand,
market participants viewed the adverse effect of the
stock market’s decline on Japanese banks’ capital
ratios as increasing the likelihood that major
Japanese investors would be repatriating oversees
funds to invest in new subordinated debt instruments
that Japanese banks would be issuing to shore up
their capital positions. These offsetting develop-
ments helped to keep the dollar-yen exchange rate
relatively steady, with the dollar trading around
¥138 for the remainder of the three-month reporting
period.

The mark, however, came under further selling
pressure at the end of June and early July. The dollar
initially strengthened against the mark in response to
the better-than-expected U.S. data for May durable
goods orders released on June 25. Two days later,
when in response to a controversial German court
ruling German officials reportedly suggested that a
withholding tax on investment income might be
reinstated, the dollar broke decisively through the
DM1.80 level. The idea that such a tax—very
unpopular when it was imposed in 1989 and quickly
withdrawn —might again be under consideration had
an immediate depressing effect both on the mark and
on mark-denominated assets. The DAX index of
share prices (German Share Index) slumped 2.5 per-
cent the following day, and the dollar continued to
rise in the following days to reach its high against the
mark for the period and for the year of DM1.8427 in
European trading on July 5.

THE DOLLAR GIVES BACK MOST OF ITS GAINS
DURING THE REST OF JULY

Just as the dollar was reaching its highs of the period
against the mark, market confidence in the U.S.
recovery began to weaken. U.S. economic data
released during the month no longer provided
unambiguous evidence of economic recovery. The
release on July 5 of the employment report for
June, in particular, showed an unexpected drop in
employment.

Simultaneously, expectations began to grow that
the Bundesbank would tighten monetary policy and
pursue a more aggressive monetary stance than
previously supposed. By then, the release of price
figures for several German states that suggested a
sharp acceleration in prices for “core” items was
seen as giving the Bundesbank more reason for an
early policy-tightening move. Market participants
appeared to be uncertain only about the extent and
timing of such a move—whether it would come
before or after the succession of Dr. Schlesinger
to the Presidency of the Bundesbank at the end
of July.

Against this background, the dollar’s rise against
the mark stalled, and the exchange rate fluctuated
without direction just above DM1.80. However, on
July 11, when the Bundesbank did not raise official
interest rates at its biweekly meeting and when a
sharp drop in U.S. weekly unemployment insurance
claims was reported, the dollar jumped back up to
almost DM1.84. Early the next morning, as the
dollar continued to move higher, foreign central
banks conducted several rounds of intervention,
selling dollars against both marks and other cur-
rencies. After the New York market opened, the
U.S. monetary authorities also participated, selling
$100 million against marks. The widespread partic-
ipation of central banks in the concerted intervention,
ahead of the G-7 summit meeting the next week, and
the fact that the central banks continued to operate
throughout the day suggested to market participants
that the central banks were united in their intention
to curb the dollar’s rise. As a result, the dollar
declined about five pfennigs during the day to close
in New York at DM1.7893. This episode of
intervention, together with an increasingly uncertain
U.S. economic scenario, set the tone for trading for
the rest of the month. The dollar again reached the
DM1.80 level on two occasions the next week, in
response to strong industrial production data and
Chairman Greenspan’s statement in his semi-annual
Humphrey-Hawkins testimony that a recovery was
under way, but it failed to move higher.

The communiqué released on July 17 after the G-7
summit meeting reiterated support for close cooper-
ation in foreign exchange markets, monetary and
fiscal policies to foster low real interest rates, and
Soviet economic and political transformation. While
the communiqué had little immediate effect on
exchange rates, it contributed to an atmosphere in
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2. Net profits or losses (—)
on U.S. Treasury and Federal Reserve
foreign exchange operations !

Millions of dollars
‘ U.S. Treasury
Period and item - erve -
; Fund
Valuation and losses on ; :
8' and liabilit
@S0LApNIE30, 1991 .\ .o .o 12,316.3 5106
April 30,1991 -July 31,1991
Realized........ L 147.5 e
m x l r
and liabilities as of
M 1,919.9 321.4

1. Data are on a value-date basis.

which the fear of concerted intervention remained.
In that environment, the dollar did not strengthen
even when unexpectedly favorable housing starts
data were released later that day.

During the rest of July, new U.S data releases
brought into question the vigor and even the
sustainability of economic recovery. Sentiment also
spread among U.S. financial market analysts that a
significant decline in U.S. inflation, both actual and
prospective, would be reflected in a decline in long
bond yields. Moreover, statements by a variety of
U.S. officials, including some members of the Fed-
eral Open Market Committee, about the need to
respond if M2 growth remained weak revived market
expectations that U.S. short rates might still decline.
As aresult, the dollar fell below DM1.80 during the
third week of July and to levels around DM1.75 for
the rest of the period.

The dollar closed the May-July reporting period
about 2 percent higher against the mark and 1 per-
cent higher against the yen. The dollar rose about
5.5 percent against the Swiss franc as expectations
grew that the monetary authorities in Switzerland
would not follow those in Germany by tightening
monetary policy. The dollar eased very slightly
against the Canadian dollar as the market came to
believe that the Canadian authorities would be more
restrained about easing monetary policy than would
the U.S. monetary authorities.

During the reporting period, the U.S. monetary
authorities conducted off-market operations directly
with foreign monetary authorities to adjust the for-
eign currency reserve assets of both the Exchange
Stabilization Fund (ESF) and the Federal Reserve.

The U.S. authorities exchanged $8,548.5 million
equivalent of foreign currencies for dollars:

e On June 25, the U.S. authorities purchased a
total of $5,548.5 million against German marks
from the Deutsche Bundesbank in spot and forward
transactions. The U.S. and German authorities
agreed that their respective holdings of German
marks and dollars were in excess of current needs
and that it was to their mutual advantage to reduce
those holdings. For each of these transactions,
60 percent of the purchase was to be executed for the
account of the Federal Reserve and 40 percent for
the account of the ESF. A spot transaction of
$2,230.5 million settled on June 27. A forward
transaction of $556.2 million settled on July 29. The
remaining forward transactions are to be settled
during the remainder of the calendar year.

e On July 16, the U.S. authorities purchased a
total of $3,000 million against another foreign cur-
rency in spot and forward transactions with a foreign
monetary authority. The dollars purchased were
split equally between the ESF and the Federal
Reserve. A spottransaction of $1,000 million settled
on July 18. Forward transactions totaling $2,000
million are to be settled during the next quarterly
reporting period.

In addition, in July, the ESF sold a total of $130.2
million equivalent of marks against special drawing
rights (SDRs). The ESF also purchased a total of
$230.4 million against sales of SDRs in transactions
with foreign monetary authorities in need of SDRs
either for payment of IMF charges or for repur-
chases. Both the sales and purchases of SDRs were
arranged by the IMF.

Primarily because of its acquisition of dollars in
the foreign currency exchanges and SDR transac-
tions described above, the ESF was able, after the
end of the reporting period, to repurchase $2,500
million equivalent of foreign currency warehoused
with the Federal Reserve. These repurchases re-
duced the amount of ESF foreign currency balances
warehoused with the Federal Reserve from $4,500
million equivalent to $2,000 million equivalent as of
the end of August.

During the May-July period, the Federal Reserve
realized profits of $147.5 million from the off-
market foreign currency exchanges described above.
The Treasury realized profits of $60.3 million, of
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which $18.8 million was from the off-market for-
eign currency and SDR exchanges and $41.5 million
was from the renewal of certain warehousing
operations.

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 are invested in securities
issued by foreign governments. As of the end of
July, holdings of such securities by the Federal
Reserve amounted to $7,807.7 million equivalent,
and holdings by the Treasury amounted to the
equivalent of $7,540.2 million valued at end-of-
period exchange rates.
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Industrial Production and Capacity Utilization

Released for publication on August 16

Industrial production rose 0.5 percent in July, the
fourth consecutive month of significant increases.
The automobile, construction supplies, and materials
industries again provided much of the impetus for
the latest month’s rise in output. Total industrial
capacity utilization increased 0.2 percentage point

Industrial production indexes
Twelve-month percent change

in July to 79.7 percent, 1.3 percentage points above
its trough in March. At 107.6 percent of its 1987
annual average, total industrial production in July
was 2.5 percent below its year-ago level.

In market groups, output of consumer goods,
buoyed by a 10 percent increase in auto production,
moved up 0.4 percent in July. Apart from motor
vehicles, output of durable consumer goods de-
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1987 = 100 Percentage change from preceding month Per-
centage
; : change,
Industrial production 1991 1991 Tuly 1690
to
Apr.7 ’ May* { J une’T July? Apr.” r May* i June~ ‘ Julye July 1991
Totalindex .................... 105.5 106.4 107.1 107.6 .5 .8 6 5 -2.5
Previous estimates .............. 105.5 106.2 106.9 5 7 7
Major market groups
Products, total ................. 106.9 107.6 108.0 108.4 4 7 4 3 -2.3
Consumer goods .............. 105.5 106.5 107.2 107.6 T 9 .6 4 1
Business equipment ........... 121.3 121.5 121.5 122.4 .8 2 0 .8 -2.1
Construction supplies ......... 94.9 96.0 97.1 97.7 9 1.1 1.2 6 -8.4
Materials ...................... 103.4 104.6 105.7 106.4 8 1.2 1.0 i -2.9
Major industry groups
Manufacturing ................. 105.9 106.5 107.3 107.9 N .6 N .6 -2.8
Durable ...............one 106.0 106.6 107.2 108.0 9 .6 .6 N -4.38
Nondurable 105.9 106.4 107.4 107.8 4 6 9 4 -3
Mining ......... 100.9 100.5 102.4 101.5 -.6 -3 1.9 -9 =25
Utilities ...... 105.9 111.0 109.5 110.3 -.4 4.8 -1.4 7 6
Percent of capacity Capacity
o growth,
Capacity utilization Average, Low, High, 1990 r 1991 Julyt;990
1967-90 1982 1988-89 Tuly \ Apr.t T May" i June* l Tuly® July 1991
Totalindustry ................. 82.2 71.8 85.0 83.8 78.6 79.1 79.5 79.7 2.6
Manufacturing ................. 81.5 70.0 85.1 83.1 71.5 77.8 78.2 78.4 2.9
Advanced processing ......... 81.1 71.4 83.6 81.8 71.3 77.3 77.4 71.5 3.2
Primary processing ........... 82.4 66.8 89.0 86.1 78.2 79.1 80.1 80.8 2.1
Mining ... 87.4 80.6 87.2 90.7 88.3 87.9 89.5 88.6 -.1
Utilities ... 86.8 76.2 9.3 86.4 82.6 86.4 85.2 85.7 1.4
r Revised. NOoTE. Indexes are seasonally adjusted.
p Preliminary.

clined, as production of appliances, which had
surged in June, fell back last month. Output of
nondurable consumer goods moved up slightly
farther in July, led by another increase in clothing.
Production of business equipment, other than autos
and trucks, posted a small gain in July, owing mainly
to some improvement in industrial equipment;
between March and June, the index for business
equipment (excluding motor vehicles) had changed
little. Output of construction supplies grew briskly
in July for the fourth consecutive month, but
production remained about 8 percent below its level
of a year earlier. Output of industrial materials grew
rapidly in July, as it has since April. The increases in
July occurred at producers of both durable and
nondurable materials, particularly steel, textiles,
and paper.

In industry groups, manufacturing output in-
creased 0.6 percent in July, boosting the factory
operating rate 0.2 percentage point to 78.4 percent.
Since its low in March, manufacturing production
has grown more than Y percent per month; gains in
primary processing industries have been somewhat
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more rapid than in advanced processing industries.
The utilization rate for primary processing industries
was 80.8 percent in July, up 2.9 percentage points
from March. Among the primary processing indus-
tries that have shown notable gains in this period
have been primary metals, textiles, rubber and
plastics products, fabricated metals products, and
paper; the upswing in motor vehicle assemblies and
pickup in construction activity account for some of
this strength. The operating rate for the advanced
processing group rose to 77.5 percent in July. Along
with higher motor vehicle assemblies, rising produc-
tion in the electrical machinery and appare! indus-
tries contributed substantially during the past few
months to the overall increase in utilization for
advanced processing.

Output in mining dropped noticeably in July,
retracing about one-half of the large gain in June; a
sharp curtailment in natural gas output more than
offset a further rise in coal mining. Qutput of utilities
rose in July, and the operating rate at electric utilities
moved up to nearly 93 percent in July, only a bit
below the recent high in May.
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Statement to the Congress

Statement by J. Virgil Mattingly, Jr., General
Counsel, and William Taylor, Staff Director,
Division of Banking Supervision and Regulation,
Board of Governors of the Federal Reserve Sys-
tem, before the Subcommittee on Terrorism,
Narcotics and International Communications of
the Committee on Foreign Relations, U.S.
Senate, August 1, 1991

We are pleased to appear before this subcommit-
tee to describe recent developments in the case
of Bank of Credit and Commerce International,
S.A. and its affiliates (collectively BCCI). As has
been widely reported, bank regulatory authori-
ties in the United Kingdom, Luxembourg, Grand
Cayman, the United States, and several other
countries took action on July 5, 1991, to secure
control of the BCCI banks as an initial step
toward the liquidation of BCCI. This action was
taken in response to evidence of widespread
fraudulent conduct by BCCI and its manage-
ment. More recently, the Federal Reserve as-
sessed a civil money penalty of $200 million
against BCCI for its unlawful acquisition of the
stock of U.S. banks and its concealment of this
control in regulatory filings. The Federal Reserve
has also initiated actions to bar nine individuals
associated with BCCI from involvement with
U.S. banks. The New York County District
Attorney’s Office has also secured indictments
against BCCI and two of its senior officers.

SUMMARY OF REMARKS

Our remarks today begin with a summary of
BCCI’s operations, both abroad and in the
United States, and a description of the events
leading to the seizure of the bank’s assets. We
will then discuss the effect of BCCI’s seizure on
two U.S. banking organizations, First American
Bankshares of Washington, D.C., and Indepen-
dence Bank, Encino, California, the shares of

which the Board believes are controlled by
BCCI. Finally, we will discuss the Board’s on-
going enforcement actions and its legislative pro-
posals to strengthen the supervision of foreign
banks operating in the United States.

BANK OF CREDIT AND COMMERCE
INTERNATIONAL

Structure of BCCI

BCCI was founded in 1972 and until recently
operated principally under the leadership and
management control of individuals from Paki-
stan. Initial equity financing of BCCI was pro-
vided by Middle Eastern investors and Bank of
America. Bank of America’s ownership interest
in BCCI was sold in 1980. In April 1990, to
bolster BCCI’s sagging financial position, the
ruling family and the government of Abu Dhabi
provided additional capital that increased their
ownership interest in the shares of BCCI from
about 30 percent to 77 percent.

BCCI's operations encompassed subsidiaries,
branches, and affiliates in sixty-nine countries,
principally in developing countries. BCCI, how-
ever, was not one of the largest banks in the
world. Its total assets of roughly $20 billion
ranked it about 200th in the world. The parent
holding company, BCCI Holdings (Luxembourg)
S.A., was chartered and headquartered in Lux-
embourg, and the two largest banking subsidiar-
ies of the company—Bank of Credit and Com-
merce International S.A. and Bank of Credit and
Commerce International (Overseas) Limited—
were chartered in Luxembourg and the Cayman
Islands respectively. Although nominally head-
quartered in Luxembourg, BCCI’s global busi-
ness was operated out of its London offices.

Under Luxembourg law, holding companies
are not subject to supervision. Thus, BCCI was
able to avoid consolidated home country super-
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vision of its activities. Virtually from BCCI’s
formation, concerns were raised about a bank
operating internationally without a home country
regulator.

BCCI’S OPERATIONS
IN THE UNITED STATES

BCCI has never been permitted to operate a
branch in the United States that accepts deposits
from the general public; nor was it permitted to
operate or control an insured bank. BCCI at one
time maintained state-licensed agencies in New
York City, San Francisco, Los Angeles, Miami,
Tampa, and Boca Raton, and representative of-
fices in Washington, D.C. and Houston. None of
these offices could accept domestic deposits.
Because of actions taken by state and federal
supervisory authorities as well as BCCI's plans
to restructure its operations, four of the six
agencies were closed by January 1991, and the
remaining two had very substantially reduced
their operations. The representative offices were
closed by August 1990.

Under a Federal Reserve order issued earlier
this year, BCCI’s remaining operations in this
country were scaled back, and the company was
ordered to terminate its activities in the United
States within a year. On July 5, 1991, the two
remaining state-licensed agencies—in Los Ange-
les and New York City—held combined assets of
approximately $250 million but less than $20
million in liabilities to unrelated creditors.

BCCI's offices in the United States were li-
censed and supervised on a regular basis by state
authorities. As the residual supervisor of U.S.
branches and agencies of foreign banks, the
Federal Reserve participated in some state ex-
aminations and conducted some examinations of
its own. Under the current framework governing
foreign bank operations in the United States
established in the International Banking Act of
1978, the states are the primary regulators of the
branches and agencies they license, and the
Federal Reserve is directed to rely on their
reports of examination insofar as possible. As
described in the last section of this testimony, the
Federal Reserve believes that the time has come
to require the same type of federal supervision

and examination for foreign bank operations in
the United States that applies to U.S. banks.

SUPERVISORY ACTIONS—MONEY
LAUNDERING

In May 1987, a Federal Reserve examination of
the Miami office of BCCI identified money laun-
dering activities, and a criminal referral was filed
with the Internal Revenue Service, the Federal
Bureau of Investigation, and the U.S. Attorney
in Miami. In October 1988, BCCI and several of
its U.S. employees were indicted for money
laundering through BCCI’s Tampa, Florida, of-
fice. The Federal Reserve, with cooperation from
state authorities, immediately commenced a co-
ordinated examination of all of BCCI’s U.S.
offices. The examinations of the New York and
Boca Raton offices revealed other money laun-
dering activities, and additional criminal referrals
were made in October and November 1988.

The examinations also revealed that internal
controls and lending practices of the BCCI agen-
cies were poor and that remedial action was
required. The Federal Reserve issued a cease
and desist order against BCCI in June 1989
designed to strengthen the U.S. banking opera-
tions of BCCI and to enforce compliance with
currency reporting requirements.

POSTINDICTMENT PERIOD

The indictment for money laundering in the
United States further weakened BCCI’s already
fragile reputation in the world financial commu-
nity. Federal Reserve staff members were ad-
vised that BCCI was experiencing some outflow
of deposits in London and was encountering
difficulty in finding counterparties for its banking
transactions. In addition, BCCI’s auditors had
raised questions about whether certain loans
were collectible, which brought into sharper fo-
cus the need for fresh capital. To address these
developments, the government and ruling family
of Abu Dhabi in spring 1990 provided capital
resources of nearly $400 million, increasing their
ownership of BCCI from 30 percent to about 77
percent.
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BCCI's problems, however, continued to
mount. In October 1990, Price Waterhouse deliv-
ered a report to BCCI’s board of directors that
identified substantial additional problem loans.
This report gave rise to renewed discussions be-
tween the bank and its principal shareholder and
European banking authorities concerning possible
approaches to a broad-based restructuring of the
bank. These discussions continued into 1991.

By carly 1991, information received by the
Bank of England about BCCI and its activities
raised fresh questions about the financial condi-
tion and integrity of the institution as a whole. In
turn, this information prompted the Bank of
England to commission Price Waterhouse to
undertake a special audit under the provisions of
British banking law. The resulting so-called sec-
tion 41 report was completed and made available
to the Bank of England on June 22, 1991. The
Bank of England’s filings in British courts indi-
cate that the report disclosed evidence of a
complex and massive fraud at BCCI, including
mismanagement, substantial loan and treasury
account losses, misappropriation of funds, unre-
corded deposits, the creation and manipulation
of fictitious accounts to conceal bank losses, and
concealment from regulatory authorities of
BCCI’s true financial position. It was the findings
of this report that led to the decision by the
authorities in the United Kingdom, Luxembourg,
and the Cayman Islands to seize BCCI.

THE SEIZURE OF BCCI ON JULY 5

On Friday, June 28, the Bank of England in-
formed the Federal Reserve that the findings
contained in the Price Waterhouse report made it
likely that the authorities in the United Kingdom,
Luxembourg, and the Cayman Islands would
move during the following week to take control
of the principal banks in the BCCI group. This
information, while still tentative in nature, was
provided to the Federal Reserve, in part, as an
outgrowth of the continuing dialogue that had
been occurring between the Federal Reserve and
the Bank of England regarding the overall inves-
tigation into the BCCI affair but also because it
was recognized that the seizure of a global bank
operating around the clock in some sixty-nine

countries would have to be executed with great
care to avoid banking disruptions on a national or
international scale.

In light of this information, the Federal Re-
serve promptly dispatched senior officials of the
Federal Reserve Bank of New York and of the
Board of Governors to London to begin the
coordination of efforts that led to the seizure of
the BCCI banks on July 5, 1991. With respect to
that action, the primary concern of the Federal
Reserve was to take all reasonable steps to
ensure that the seizure of the BCCI banks did not
precipitate serious disruptions in U.S. banking
markets or in dollar-based payment and clearing
systems here or abroad. Four factors loomed
large in the deliberations of the Federal Reserve
in this regard:

First, while BCCI’s banking activities in the
United States were very small in balance sheet
terms, a large share of its global activities were
conducted in dollars, which must be settled with
banks in the United States. From the perspective
of the Federal Reserve, and with the experience
of the Herstatt failure of 1974 very much in mind,
this fact made it very important that the an-
nouncement of the seizure of the BCCI banks be
timed so as not to occur during normal business
hours in New York—a judgment that was shared
by the Bank of England and others.

Second, while the Federal Reserve was rea-
sonably confident that the direct exposure of
U.S. banks to BCCI was limited, we could not be
sure—especially in the face of the multiple un-
certainties about the underlying condition of
BCCl—that banking exposures in other markets
or to other institutions might not cause disrup-
tions in interbank markets, payment flows, and
foreign exchange transactions that could spill
over into U.S. markets and institutions.

Third, there was also the danger that other
banking institutions in the Gulf—institutions with
no connections with BCCI and several of which
have a major presence in London and New
York—could come under pressure by virtue of
uncertainties created by the BCCI seizure.

Finally, there was the more general concern
that the precedent of seizing an institution with
operations in some sixty-nine countries
could—by its very nature—unsettle banking mar-
kets on a global scale.
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Over the course of Tuesday, July 2, and
Wednesday, July 3, the Federal Reserve briefed
the Treasury Department, the Office of the
Comptroller of the Currency, the Federal De-
posit Insurance Corporation, and others about
the unfolding developments in Europe. The Fed-
eral Reserve’s efforts took place in confidence, in
part, because of the still uncertain course of
events in Europe and, in part, to ensure that
premature disclosure of information did not place
some creditors of BCCl-related entities in a
preferred position.

By midday Wednesday, July 3, it was increas-
ingly clear that the seizure would, in fact, take
place on Friday, July 5. In these circumstances,
the Federal Reserve informed senior officials at
the state banking departments in New York and
California. As the licensing authorities for the
BCCI agencies in New York City and Los
Angeles, the state banking departments—not the
Federal Reserve—were responsible for initiating
the actions to close those agencies.

While the exact timing of the seizure of the
BCCI banks had not yet been determined, the
expectation on July 3 was that it would be timed
to coincide with the close of business in New
York City on July 5. A special unit was estab-
lished at the Bank of England to coordinate
global regulatory actions and to provide a central
point of supervisory information and advice. For
several days, officials from the Federal Reserve
Board and from the Federal Reserve Bank of
New York were stationed at the Bank of England
to assist in that effort. A parallel unit, focusing
particularly on payment and settlement issues, as
well as activities in U.S. banking markets more
generally, was established at the Federal Reserve
Bank of New York. This unit and a counterpart
group at the Board here in Washington were
staffed sixteen hours a day during the first week
after the closure.

Throughout the day of July 4, the Federal
Reserve maintained close communication with
the Bank of England. Based on those discus-
sions, it was still expected that the closure would
occur at the close of the business day in New
York on July 5. On the evening of July 4,
however, the Federal Reserve was informed that
the timing of the closure was being reconsidered
because of legal issues that had arisen in Luxem-

bourg. Over the course of the night of July 4, it
became apparent that the goal of effecting the
seizure at the close of business New York time
could not be realized. At about 2:00 a.m. Friday,
July 5, the Federal Reserve was informed that
the only practical options were to coordinate the
seizure either at midmorning New York time or
to accelerate the action so that it would precede
the opening of business in New York City. The
choice to accelerate the process was clear. This
choice created a complicated task of getting the
personnel and other arrangements in place in the
early hours of the morning after the Fourth of
July holiday, but it was accomplished without
major problems or difficulties. Public announce-
ments in Europe and the United States were
coordinated at 8:30 a.m. New York time; the
states of New York and California acted
promptly; bank examination personnel were fully
deployed by 8:30 a.m.; and the information-
clearing centers at the Bank of England and the
Federal Reserve remained operational through-
out the day of July 5 and over the ensuing
weekend.

Because of this effort involving the close coop-
eration of authorities in several countries and
because the Federal Reserve and state authori-
ties had already scaled back BCCI’s limited
operations in the United States, the seizure of
BCCI was effected on a global scale with virtu-
ally no adverse effects on U.S. markets and
institutions. As a result of earlier regulatory
action, on the day the U.S. offices of BCCI were.
closed by the states of California and New York,
BCCI was funding its business in the United
States from other non-U.S. BCCI offices and not
from U.S. sources. As of July 30, it appeared that
less than $20 million of the $252 million in
liabilities on the books of the U.S. offices of
BCCI are to third parties.

THE FIRST AMERICAN BANKS AND
INDEPENDENCE BANK

As the Chairman of this subcommittee, Senator
Kerry, will recall, we testified on May 23 about
BCCI’s efforts to gain control of U.S. banks
before a subcommittee of the Senate Banking,
Housing, and Urban Affairs Committee. That
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testimony, a copy of which is attached and which
we will not repeat in detail here, indicated that
BCCI had used loans and nominee agreements to
secretly gain control of the majority of the shares
of First American Bankshares in 1982.! The
testimony also describes continuing efforts of the
Federal Reserve to detect and prevent BCCI
control of First American’s shares, and the vio-
lation of explicit commitments that BCCI would
have no interest in the First American organiza-
tion and would not fund the acquisition of First
American.

On January 4, 1991, the Board authorized a
formal investigation concerning whether BCCI
had violated the Bank Holding Company Act by
unlawfully gaining control of First American and
whether false or misleading statements were
made to the Board by BCCI and others to
conceal BCCI’s control. This investigation built
on prior inquiries into a possible First American-
BCCI link made by the Federal Reserve in 1989
and 1990.

In late 1990, the New York County District
Attorney, with whom the Federal Reserve had
been working, advised that he had received in-
formation about an auditor’s report showing
BCCI loans to shareholders of Credit and Com-
merce American Holdings, N.V. (CCAH), First
American’s parent. The Federal Reserve had
been attempting for some time to determine
whether such loans existed, despite having been
told by BCCI as late as 1990 that it had not lent
to acquire CCAH shares. As a result of the
information, the Federal Reserve demanded that
BCCI provide access to the auditor’s report.
After initial reluctance by BCCI’s auditors, the
Board’s staff was able to review a copy of that
report in London in early December 1990. The
report confirmed the existence of more than
$1 billion in nonperforming loans by BCCI se-
cured by shares of CCAH. That review provided
the Federal Reserve with substantive evidence of
a BCCI-First American link, and the Board
thereupon ordered the formal investigation.

That investigation, as it progressed over the
next several months, uncovered evidence of ex-

1. The attachments to this statement are available on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.C. 20551.

tensive and secret loan and nominee arrange-
ments between BCCI and customers of BCCI
designed to allow BCCI to acquire in the name of
these customers the stock of the First American
banking organization as well as other depository
institutions in the United States. These arrange-
ments in many cases involved sham loans to the
BCCI customers with side agreements that the
customers would not be required to repay or
service the loans and that BCCI could sell the
shares and retain the profits. In return for their
services, the customers received fees and indem-
nities. These nominee arrangements are de-
scribed in detail in the Board’s civil money
penalty and prohibition actions of July 12 and 29,
1991.

Many of these CCAH loans were never ser-
viced or repaid except through other loans from
BCCI. From the evidence available, it appears
that these arrangements, particularly in later
years, enabled BCCI to generate hundreds of
millions of dollars in fictitious profits to cover
massive losses in its trading and lending ac-
counts.

THE BOARD’S CEASE AND DESIST ORDERS

As a result of information acquired in the early
stages of the Board’s investigation, the Board on
January 22, 1991, made criminal referrals to the
Department of Justice and proposed a cease and
desist order for BCCI. The cease and desist
order, which was joined in by the New York
banking authorities and consented to by BCCI on
March 4, had four principal components: requir-
ing BCCI to divest promptly its CCAH shares;
ending business transactions between BCCI and
the First American banks; ensuring that BCCI
had sufficient liquid assets to cover liabilities in
the U.S. agencies; and terminating BCCI’s resid-
ual business presence in the United States.

The order required BCCI promptly to divest its
interest in CCAH through a plan to be submitted
to the Board for its approval. The order, and a
similar one against CCAH, also prohibited trans-
actions between BCCI and the First American
banks (other than capital injections into the
banks and certain clearing transactions in the
ordinary course of business). After entry of the
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order, the Federal Reserve Bank of Richmond
informed the First American Bank of New York
that its clearing transactions for BCCI should be
wound down and terminated before the end of
1991.

The Board’s investigation continued after issu-
ance of the March 4 order and discovered further
evidence indicating that BCCI also had acted
through a nominee, Ghaith Pharaon, to acquire
the Independence Bank, Encino, California, in
violation of the Bank Holding Company Act. On
May 3, the Board issued a second cease and
desist order requiring BCCI to submit to the
Board a plan for the divestiture of any shares of
Independence Bank within its control. A criminal
referral relating to this violation was also filed.

In conjunction with the investigation, the
Board has also taken steps to monitor through
the examination process the operations of the
First American banks and to determine any rela-
tionship with BCCI. Examinations and special
reviews were undertaken by the Federal Reserve
and other federal and state banking authorities in
January 1991. These efforts continue.

IMPLEMENTATION OF THE ORDERS

As a result of the orders, transactions between
BCCI and the First American banks and Inde-
pendence Bank have been steadily eliminated.
The relationship between BCCI and the First
American Bank of New York—with which BCCI
had maintained a correspondent relationship—
was wound down substantially by July 5.
Events have made the requirement that BCCI
divest the shares of CCAH under its control
more difficult to achieve. On May 3, BCCI sub-
mitted to the Board a proposed divestiture plan
for the CCAH shares, and on July 3, BCCI
submitted a divestiture plan for the Indepen-
dence Bank shares. The CCAH plan called for
transfer of the shares of CCAH held by BCCI,
and possibly shares held by other CCAH share-
holders, to a trust administered by an indepen-
dent trustee acceptable to the Board. The trustee
would vote the stock and negotiate its sale within
a time frame agreed to by the Board. We found
the trust arrangement to be acceptable but con-
sidered the proposal to be deficient because it

failed to set forth the timing of the sale—specif-
ically, there were no guarantees that the divesti-
ture would be a prompt one, as required in the
Board’s order. We therefore rejected BCCI’s
proposal by letter of May 10, and required BCCl1
to submit within ten days a revised plan that
addressed this concern.

On May 20, BCCI did submit a revised plan,
which also relied on a trust arrangement. Al-
though this new plan did not contain a timetable,
it did contain details and conditions that ap-
peared to expedite the sale. A preliminary draft
of the trust agreement was submitted by BCCI on
June 20.

Implementation of BCCI’s proposed divestiture
plans has been delayed by the seizure of BCCI by
regulatory authorities. After those authorities
seized control of BCCI on July 5, the officers and
directors of BCCI were no longer able to negotiate
or effectuate a divestiture of CCAH or Indepen-
dence Bank stock on behalf of BCCI.

The July 5 seizure order does not void the
Board’s divestiture orders, however. The orders
remain fully effective and legally binding. The
seizure shifts the task of implementing the orders
from BCCI to the receivers for BCCI. We have
been in contact with the receivers, explaining to
them the need to achieve total divestiture as soon
as possible, and requesting that they submit
promptly a revised divestiture plan. The receiv-
ers have indicated a desire to cooperate with the
Federal Reserve to achieve divestiture, and our
discussions are continuing. The Board is also
exploring other avenues to regularize the owner-
ship of CCAH and Independence.

ENFORCEMENT

The Board’s investigation of the BCCI matter is
continuing and is the most comprehensive in our
experience. As part of its investigation, the
Board is proceeding with enforcement actions as
the evidence to support such actions is accumu-
lated. On July 12, the Board issued a notice of
intent to bar from U.S. banking the individuals
participating in the Independence Bank viola-
tion. Those individuals are Agha Hasan Abedi
and Swaleh Naqvi, two former senior officers of
BCCI; Kemal Shoaib, a former officer of BCCI
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and the former chairman of Independence Bank;
and Ghaith Pharaon, the owner of record of
Independence Bank and a shareholder of BCCI.

More recently, on July 29, the Board issued a
Notice of Assessment of $200 million in civil
money penalties against BCCI for its illegal ac-
quisition of CCAH, the National Bank of Geor-
gia, and CenTrust Savings Bank. The Board also
issued a notice of intent to bar permanently nine
individuals associated with BCCI from any fu-
ture involvement with U.S. banking organiza-
tions. On the same day, the District Attorney’s
Office for the County of New York secured
indictments of BCCI.

The Board is continuing to cooperate with law
enforcement agencies, and will, of course, con-
sult those agencies before taking enforcement
action so as to avoid prejudicing any criminal
investigation. Thus, at the request of the U.S.
Attorney for the District of Columbia, the Board
has deferred temporarily the assessment of sub-
stantial civil money penalties against the individ-
uals already charged, pending completion of the
U.S. Attorney’s criminal inquiry.

CURRENT STATUS

As of July 6, 1991, governments of eighteen
countries were known to have closed or re-
stricted the activities of BCCI operations in their
jurisdictions. By July 29, 1991, a total of forty-
four countries had closed BCCI offices in their
respective jurisdictions. BCCI offices continued
to be open under varying degrees of regulatory
presence in twenty-five other countries as of the
same date. Although complete information is not
yet available, it appears that governments of
some developing countries could have some ex-
posure to BCCI.

LEGISLATIVE INITIATIVES

As a result of the BCCI matter and other recent
compliance problems with foreign banks, the
Board reviewed the statutes, regulations, and
supervisory policies governing foreign bank op-
erations in the United States. To help prevent
problems such as those presented by BCCI from

recurring, the Board has sent to the Congress a
set of proposals to strengthen the supervision
and regulation of foreign banks operating in this
country. Those proposals, collected as the For-
eign Bank Supervision Enhancement Act of
1991, were introduced in the Senate as S.1019 by
Senators Riegle, Kerry, and Garn, and are to be
considered as part of the comprehensive banking
reform proposal currently before the Senate
Banking Committee.

This legislation would establish uniform fed-
eral standards for entry and expansion of foreign
banks in the United States, including, impor-
tantly, a requirement of consolidated home coun-
try supervision and the application of the same
financial, managerial, and operational standards
that govern U.S. banks. The proposal would also
grant regulators the power to terminate the ac-
tivities of a foreign bank that is engaging in
illegal, unsafe, or unsound practices. Regulators
would be provided with the information-gather-
ing tools necessary to carry out their supervisory
responsibilities.

As this case amply demonstrates, continuing
consolidated supervisory oversight of a bank’s
operations is essential to maintaining the integ-
rity of the bank’s operations and preventing
adverse effects on the financial system. BCCI
operated without a supervisor that could demand
consolidated financial reports; this method of
operation was critical to its ability to carry out
the manipulation of its books and the conceal-
ment of its actual financial condition.

The proposed foreign bank legislation is in-
tended to ensure that no other foreign bank may
participate in this country’s banking system un-
less the books and records showing the financial
condition of that organization are open to inspec-
tion by a home country supervisor and the bank
is supervised on a consolidated basis. The legis-
lation provides the regulatory tools needed to
implement this policy.

CONCLUSION

The Federal Reserve is monitoring the BCCI
situation closely and will continue to cooperate
with federal, state, and foreign bank supervisors
and law enforcement agencies. Further informa-
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tion concerning the extent of BCCI's fraudulent
activities and the individuals involved may come
to light as the numerous investigations under way
progress.

Our immediate goal is to make the current
separation in fact between BCCI and CCAH and

Independence a complete separation in law so
that these banks can be relieved of any taint that
they might be suffering from an association with
BCCI. In the coming weeks, we will be working
with British, Cayman, and Luxembourg author-
ities toward that end. O
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Announcements

EXTENSION OF COMMENT PERIOD
ON PROPOSED DEFINITION
OF HIGHLY LEVERAGED TRANSACTIONS

On August 27, 1991, the Federal Reserve Board,
along with the Comptroller of the Currency and the
Federal Deposit Insurance Corporation, extended
the period to receive comments on the supervisory
definition of highly leveraged transactions (HLTs).
Comment was requested by September 23, 1991,
instead of August 26, 1991.

The extension was granted after the three agencies
received inquiries from potential commenters re-
questing additional time to submit views.

CHANGE IN BOARD STAFF

The Board of Governors announced that Richard C.
Stevens joined the Office of the Secretary as Visiting
Assistant Secretary for a one-year period beginning
September 30, 1991. Mr. Stevens is currently
Assistant Director in the Division of Applications
Development and Statistical Services.

From 1975 to 1982, the Board’s Visiting Assistant
Secretary program was targeted toward Reserve
Bank and Board officers to further professional
development by providing broad exposure to pro-
grams and operations of the Board and the System.
The program has recently been reinstated, but will
now be aimed at Board officers only. Mr. Stevens is
the first participant in this newly reorganized
program.
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Record of Policy Actions
of the Federal Open Market Committee

MEETING HELD ON JULY 2-3, 1991
Domestic Policy Directive

The information reviewed at this meeting suggested
that an upturn in economic activity had begun in
recent months. Sizable gains in consumer spending
and small increases in expenditures on residential
construction appeared to be fueling a moderate rise
in domestic final demand. Although inventories
were still being liquidated, data for industrial
production and labor markets indicated that output
was being stepped up to meet that demand. Excluding
food and energy items, increases in consumer prices
had been small in recent months.

Total nonfarm payroll employment edged up in
May, following nearly a year of uninterrupted
declines, and the average workweek posted a sizable
gain. The turnaround in employment was fairly
broad-based. In manufacturing, recalls of workers
in the motor vehicles industry more than accounted
for the overall increase, but most other manufactur-
ing industries registered either small job gains or
greatly moderated job losses. Employment also
turned up in the construction sector and in private
service-producing industries. The unemployment
rate rose to 6.9 percent in May but, averaged over
April and May, the unemployment rate was little
changed from its March level.

Industrial production rose in April and May, after
declining sharply earlier in the year; the limited
product data available for June pointed toward
another gain. Perhaps reflecting the pickup in
housing starts in recent months, production of
construction supplies turned up in April and May.
Further advances in assemblies of motor vehicles
contributed to a slight rise in manufacturing output
over the two months; in spite of the overall increase
in activity, though, the operating rate in manufactur-
ing edged lower in May and remained well below its
level of a year earlier.

Real personal consumption expenditures re-
bounded in May from an April decline; over the

March-to-May period, the rise in outlays outpaced
gains in personal income. In May, a sizable increase
in spending for durable goods reflected stronger
outlays for motor vehicles and higher expenditures
for most major categories of nondurable goods.
Excluding outlays for electricity associated with
unusually warm weather, spending for services
increased only modestly in May. Continuing a
pattern of gradual recovery recorded in earlier
months, housing starts rose over April and May. In
these two months, single-family starts strengthened
further but, with apartment vacancy rates continuing
high, multifamily construction remained quite weak.

After declining in the first quarter of the year,
shipments of nondefense capital goods increased in
both April and May. The turnaround resulted mostly
from larger shipments of aircraft; shipments of
other types of business equipment increased slightly
over the two months. Recent data on orders pointed
to some firming in the demand for business equip-
ment. Near-record vacancy rates for office buildings
and above-average vacancy rates for industrial
buildings suggested continuing weakness in nonres-
idential construction, although a small increase was
recorded in April. The pace of liquidation of
manufacturing and trade inventories slowed in April
from the very rapid March rate, largely reflecting a
slower rate of reduction in stocks at auto dealers. In
May, manufacturing inventories fell appreciably
further, with drawdowns occurring in most durable
and nondurable categories. For most industries, the
sharp inventory corrections of recent months along
with a pickup in sales have reduced inventory-to-
sales ratios substantially.

In April, the preliminary nominal U.S. merchan-
dise trade deficit widened slightly from the revised
March level; however, the April deficit was some-
what smaller than the average for the first quarter,
which itself had registered a sizable decrease. The
value of both exports and imports rose in April. For
exports, the increase occurred primarily in capital
goods and automotive products, but gains also were
indicated for a broad range of industrial supplies.
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Increases in the value of imports were spread among
capital and consumer goods and non-oil industrial
supplies. Recent indicators of economic activity in
the major foreign industrial countries had been
mixed; on balance, growth seemed to have been
sluggish in the second quarter, while inflation in
most of these countries appeared to be stable or
declining.

Nonfood, nonenergy consumer prices increased
over the March through May period at a substantially
slower pace than over the first two months of the
year. Part of the slowdown in recent months reflected
an unwinding of large price increases that had
occurred in certain components of the index early in
the year. In May, producer prices of finished goods
firmed somewhat, largely reflecting an upturn in
energy prices. Although average hourly earnings of
production or nonsupervisory workers rose at a
faster rate in April and May than in the first quarter
of the year, the increase in earnings over the twelve
months ending in May slowed somewhat. For the
twelve months ending in March, growth in total
employer costs for compensation of private industry
workers had slowed from the comparable year-
earlier period.

At its meeting on May 14, 1991, the Committee
adopted a directive that called for maintaining the
existing degree of pressure on reserve positions and
that did not contain any presumption about the likely
direction of possible intermeeting adjustments.
Accordingly, the directive indicated that somewhat
more or somewhat less pressure on reserve positions
might be appropriate during the intermeeting period
depending on progress toward price stability, trends
in economic activity, the behavior of the monetary
aggregates, and developments in foreign exchange
and domestic financial markets. The contemplated
reserve conditions were expected to be consistent
with growth of M2 and M3 at annual rates of around
4 and 2 percent respectively over the three-month
period from March through June.

Open market operations during the intermeeting
period were directed toward maintaining the existing
degree of pressure on reserve positions. The federal
funds rate remained near 5% percent, while adjust-
ment plus seasonal borrowing tended to average a
little above assumed levels because of somewhat
greater usage of adjustment credit. Several technical
changes were made to assumed levels of borrowing
to reflect expected increases in the demand for

seasonal credit during the spring crop planting
season. Against a backdrop of accumulating evi-
dence that the economy was beginning to recover
and related expectations that no further easing of
monetary policy was likely in the near term, many
interest rates rose slightly during the intermeeting
period, while most major stock price indexes edged
higher on balance.

The trade-weighted value of the dollar in terms of
the other G-10 currencies increased substantially on
net over the intermeeting period, partly in response
to news suggesting that the U.S. economy was
turning upward. The dollar rose strongly against the
mark and other European currencies, which also
were affected by political developments in Europe.

Growth of M2 rebounded in May from its tax-
related weakness in April but slowed again in June.
Over the three months ending with June, the
expansion of M2 fell somewhat short of Committee
expectations. Inflows to the liquid retail deposit
components of M2 were strong in the latest two
months, but small time deposits declined at an
accelerating rate; depositors evidently responded to
less attractive offering rates on time deposits by
shifting some funds not only into liquid money stock
components but also into bond and stock mutual
funds and other capital market investments not
included in this aggregate. M3 fell slightly in June
and had grown little since February, reflecting
continued shrinkage of the thrift industry and the
weakness in bank loan demand and therefore in
overall bank funding needs. For the year thus far,
expansion of M2 and M3 had been in the middle
portion of the Committee’s ranges.

The staff projection prepared for this meeting
suggested that economic activity was beginning to
recover from the recession and that moderate growth
in final demand accompanied by a shift in business
inventories from substantial liquidation to modest
accumulation would lead to considerable growth
over the second half of the year. The stimulus from
the inventory swing was projected to diminish next
year and the expansion to slow gradually to a pace
consistent with continuing moderate growth in final
demand. On balance, the early and subsequent
phases of the recovery were projected to be relatively
slow by past cyclical standards, reflecting the limited
impetus that could be expected from some key
sectors of the economy, such as nonresidential
construction where activity would be depressed by
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high vacancy rates. In addition, fiscal policy,
including the budgetary stance of state and local
governments, was projected to remain fairly restric-
tive. Against the background of continuing, albeit
decreasing, slack in labor and product markets, the
core rate of inflation was expected to decline
considerably over the period through the end of
1992,

Inthe Committee’s review of current and prospec-
tive economic developments, the members generally
agreed that a recovery very likely was under way,
that final demand would grow moderately for some
time, and that an end to inventory reductions would
provide an impetus to production over coming
quarters. A number of factors were expected to
damp the expansion, notably the budget policies of
governments at all levels and continuing weakness
in nonresidental construction. There also were
puzzling aspects to the current situation and attendant
risks to the outlook: Commodity prices had failed to
firm in their usual pattern in the early stages of a
recovery; on the financial side, money and credit
growth had remained modest, and conditions were
still fragile in many respects. However, it was noted
that sources of strength in an economic expansion
often have been difficult to anticipate near a cycle
trough. Moreover, while the expansion was expected
to be slower than the average for postwar business
cycles, the recession had been relatively shallow,
and a moderate expansion was more likely to be
sustained for a considerable period ahead, in large
measure because it would be consistent with contain-
ing inflation pressures.

The members projected that the underlying rate of
inflation would decline in coming quarters —despite
quite limited progress thus far this year —in light of
some continuing slack in demands on production
resources and efforts by businesses to contain costs.
A number stressed that the moderate monetary
growth over recent years suggested that monetary
policy had been positioned to foster a reduction in
inflation, and they anticipated that the beneficial
effects of this policy would show through over the
projection period.

In keeping with the practice at meetings when the
Committee considers its long-run ranges for the
money and debt aggregates, the members of the
Committee and the Federal Reserve Bank presidents
not currently serving as members provided specific
projections of the growth in real and nominal GNP,

the rate of unemployment, and the rate of inflation
for 1991 and 1992. These projections took account
of the monetary growth ranges that the Committee
reaffirmed for 1991 and established on a tentative
basis for 1992 at this meeting; these ranges are
expected to be consistent with the Committee’s goal
of promoting a sustained expansion in the economy,
fostered by further progress toward price stability.
Forecasts of nominal GNP converged on growth
rates of 42 to 5% percent for 1991 and 5% to
6% percent for 1992. With regard to the rate of
expansion in real GNP, the projections had a central
tendency of % to 1 percent for 1991 as a whole,
implying a sizable rebound over the balance of the
year; for the year 1992, the central tendency of the
projections was 2% to 3 percent. While the civilian
unemployment rate was not projected to fall much
over the balance of the year, the expansion was
expected to result in a decline to a somewhat lower
range of 6% to 6% percent by the fourth quarter of
1992. With regard to the rate of inflation as measured
by the consumer price index, the projections had a
central tendency of 3% to 3% percent for 1991 and 3
to 4 percent for 1992; because declines in energy
prices-had damped the rise of consumer prices
substantially thus far in 1991, the similarity of the
ranges for the two years masked expectations of a
pronounced decline in the core rate of inflation.

In the course of the Committee’s discussion,
members reported that business conditions remained
uneven across the country, depending on the mix of
local industries, but overall economic activity now
appeared to be expanding at a modest pace in a
number of regions and to have stabilized following
earlier declines in several other parts of the nation.
However, in some areas, notably portions of the
Northeast, business activity appeared to be weaken-
ing further. Business sentiment remained cautious
on the whole, but many contacts were expressing
greater confidence in the outlook for the economy
and their own industries, at least looking ahead to
1992, Agriculture was a source of strength in many
parts of the country, although drought conditions in
some areas and excessive rains in others had given
rise to some concerns.

As has tended to occur in the early stages of
previous cyclical recoveries, the swing in business
inventories from substantial liquidation toward
accumulation was likely to play a leading role in
bolstering the expansion during the next two or three
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quarters. The members acknowledged that inventory
developments were difficult to project, and views
differed to some extent regarding the strength of the
impetus that might be forthcoming from this source
overthe next few quarters. Inany event, the available
data tended to confirm reports from business contacts
regarding the absence of excessive stocks in most
sectors of the economy and parts of the country. In
these circumstances, the firming in final sales that
appeared to be under way was likely to result in a
cessation of inventory liquidation over the nearer
term and to induce an actual buildup at some point
later. It was suggested that this process already had
begun and might indeed be somewhat ahead of
earlier expectations.

While the swing in inventories was likely to
provide a substantial boost to economic activity over
the next few quarters, some members questioned the
potential strength of ongoing factors promoting
expansion once the adjustment in inventories had
largely run its course. Growth in consumer spending
might well remain relatively restrained. The saving
rate already was low, and the willingness or ability
of many consumers to incur debt to finance increased
spending would tend to be inhibited by existing debt
burdens and perhaps also by the loss of tax deduct-
ibility on consumer loan interest. In addition,
widespread publicity about the fragility of some
financial institutions and continuing concerns about
employment prospects might damp consumer senti-
ment, and the absence of a strong rebound in
residential construction would tend to moderate the
growth in spending on consumer durables. On the
positive side, the favorable effects on disposable
income of the earlier decline in oil prices was being
supplemented by a resumption of appreciable growth
in personal income as final sales and production
improved.

With regard to the outlook for business fixed
investment, contacts around the nation suggested
that business executives remained cautious about
making capital spending commitments. Nonethe-
less, the recent pickup in new orders for business
equipment and a more mixed pattern in nonresiden-
tial building contract awards and permits were
promising developments that tended to reduce earlier
concerns about a possible cumulative weakening in
business investment. Among the components of this
key sector of the economy, nonresidential construc-
tion activity was expected to remain depressed,

probably for an extended period in many localities,
because of the substantial overhang of vacant office
space and other commercial facilities. Some mem-
bers noted, however, that nonresidential construc-
tion was improving in some areas, in part as a result
of public works projects. Despite the likelihood of
persisting weakness in nonresidential construction,
overall business fixed investment was expected to
strengthen to a limited extent once the recovery in
economic activity was more firmly established.

The outlook for residential construction was
viewed as somewhat more promising. Home sales
appeared to be on a distinct uptrend, notwithstanding
the temporary reversal in new home sales in May,
and residential construction was picking up in many
areas as housing backlogs were worked lower.
Members commented, however, that the upswing in
such construction might be relatively subdued by
pastcyclical standards, reflecting fairly high vacancy
rates and the failure of mortgage rates to decline as
much as they had in previous recession periods.
Continuing constraints on the availability of loans
for land acquisition and construction might also be a
factor tending to inhibit construction activity, at
least currently.

With regard to the financial setting of the econ-
omy more generally, members noted that the distress
being experienced by some financial intermediaries
was a key source of concern and downside risk for
the economy. One could not rule out a major
deterioration in public confidence in one or more
types of lenders, which could seriously disrupt their
ability or willingness to supply credit. However,
that risk was likely to lessen over time. The
rebuilding of balance sheets, including those of
commercial banks, was a promising development,
and the strength of the stock market along with lower
risk premia on debt obligations pointed to an
improving financial climate. Borrowers with direct
access to capital markets were finding abundant
creditat lower spreads. Many depository institutions
apparently were continuing to pursue very cautious
lending policies, though the shift toward even more
stringent terms on loans seemed to have abated.
Overall, debt growth appeared to be quite sluggish,
with much of the weakness concentrated at deposi-
tory institutions; this probably was contributing to
the relatively damped expansion of the monetary
aggregates around the cycle trough. The relationship
between borrowing and spending seemed to be
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adjusting in ways that were not entirely understood,
but the behavior of both debt and money were
cautionary signs that needed to be monitored
carefully.

A number of members commented that in compar-
ison with prior cyclical experience the budget
policies of all levels of government were likely to be
relatively restrictive over the projection horizon. At
the federal level, despite burgeoning borrowing
requirements in the near term, cutbacks in defense
spending and other efforts to curb expenditures
under the budget agreement of 1990 and to maintain
that control under procedures put in place by the
agreement, appeared to have helped put federal
spending for goods and services on a downward
path. At the state and local level, severe budgetary
problems were being addressed in many areas by
increased taxes and restraints on spending. These
efforts to control governmental spending were likely
to be an important factor contributing to a subdued
expansion in nonresidential construction.

Turning to the outlook for inflation, the members
remained optimistic that substantial progress could
be made in reducing its underlying rate over the
projection horizon. Some expressed disappointment
that, while a number of special factors had been
involved, the deceleration in consumer prices had
been very limited this year, excluding the effects of a
sharp drop in energy prices and slower increases in
food prices. Nonetheless, the members generally
believed that if the recovery tended to unfold as they
were projecting, pressures on production resources
would remain subdued and efforts to contain labor
and other business costs would continue, especially
in the context of very competitive markets for most
products. Additionally, the appreciation of the dollar
this year could be expected to exert a damping effect
on inflation. As a trend toward lower inflation
became more pronounced and widely perceived, the
disinflationary forces in the economy would be
reinforced by a moderation of inflationary expecta-
tions. An integral part of these developments, which
several members emphasized, was the role of
restrained monetary expansion over an extended
period in curbing underlying inflation pressures.

Against the background of the Committee’s views
regarding prospective economic developments and
in keeping with the requirements of the Full
Employment and Balanced Growth Act of 1978 (the
Humphrey-Hawkins Act), the Committee at this

meeting reviewed the ranges for growth in the
monetary and debt aggregates that it had set in
February for 1991, and it established on a tentative
basis ranges for growth in those measures in 1992.
The current ranges included growth of 2% to
6% percent for M2 and 1 to 5 percent for M3 for the
period from the fourth quarter of 1990 to the fourth
quarter of 1991. A monitoring range of 4% to
82 percent had been set for growth in total domestic
nonfinancial debt in 1991.

In the course of the Committee’s deliberations, all
of the members agreed that the ranges established
for this year remained appropriate. The members
noted that both M2 and M3 were in the middle
portions of their ranges. With regard to develop-
ments affecting M2, growth of nominal income had
weakened over the first half of the year, but demands
for M2 balances had been bolstered by declines in
market interest rates that had brought a narrowing of
the opportunity costs associated with holding de-
posits. On balance, growth of this aggregate thus far
in 1991 had fallen short of what might have been
expected on the basis of historical relationships with
nominal income and interest rates. The reasons for
the shortfalls were not fully understood, but the
continuing redirection of credit flows away from
depository institutions and toward market channels
as well as apparent investor preferences for the
higher yields offered by longer-term investments
appeared to be contributing factors. The projected
pickup in nominal GNP growth in the second half of
the year would by itself tend to boost the growth of
M2 somewhat, but increases in velocity also were
quite possible. Any strengthening of M2 probably
would be limited by some widening of opportunity
costs associated with a further decline in offering
rates on liquid deposits in lagged response to earlier
declines in market rates. Moreover, the likely
persistence of a steep yield curve could lead
depositors to continue to place some maturing time
deposits in long-term market instruments that had
more attractive yields, such as bond mutual funds.
Considerable uncertainty continued to surround the
demand for money and the behavior of velocity.
However, in the judgment of the Committee, it now
seemed that growth within the current range would
indicate that policy was positioned to foster a
sustainable economic expansion, and that the 4-
percentage-point range provided adequate leeway
for any adjustments that might be needed in the event
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the economy or monetary velocity were to diverge
substantially from their expected paths.

Through the remainder of 1991, M3 growth also
could be expected to be boosted by the strengthening
of the recovery, which was likely to stimulate some
pickup in bank credit extensions. However, a faster
pace of resolutions by the Resolution Trust Corpo-
ration (RTC) would tend to depress thrift credit—by
placing more thrift assets under government control
or in the hands of private nondepository insti-
tutions—and issuance of large time deposits by
branches and agencies of foreign banks could be
expected to slow from the pace earlier in the year as
more of the adjustment to the change in relative
borrowing costs caused by the reduction in reserve
requirements late last year was completed.

The members took note of a number of factors that
had tended to depress the growth of domestic
nonfinancial debt, which had been growing at the
low end of the Committee’s monitoring range. The
latter included the slower pace of economic activity,
more cautious attitudes on the part of borrowers
toward taking on debt and lenders toward extending
it, and a sharply lower pace of net equity retirements.
Looking ahead, the members anticipated that, with
the pickup in the economy, nonfinancial debt would
expand more rapidly in the second half of the year.
While slowing debt growth had a number of positive
aspects for the long-run stability of the financial
markets and the economy, a tendency for debt to
drop below its current range might indicate that
supply or demand conditions were inconsistent with
a satisfactory economic expansion.

At the conclusion of this discussion, the Commit-
tee voted to approve the following broad policy
statement and to reaffirm the 1991 ranges that it had
established in February for growth of M2, M3, and
nonfinancial debt:

The Federal Open Market Committee seeks monetary
and financial conditions that will foster price stability and
promote sustainable growth in output. In furtherance of
these objectives, the Committee reaffirmed at this meeting
the ranges it had established in February for growth of M2
and M3 of 2% to 6% percent and 1 to 5 percent,
respectively, measured from the fourth quarter of 1990 to
the fourth quarter of 1991. The monitoring range for
growth of total domestic nonfinancial debt also was
maintained at 4% to 8% percent for the year.

Votes for this action: Messrs. Greenspan, Corrigan,

Angell, Black, Forrestal, Keehn, Kelley, LaWare,
Mullins, and Parry. Votes against this action: None.

In the Committee’s discussion of the ranges for
1992, most of the members supported a proposal to
extend the 1991 ranges provisionally to next year.
Insofar as developments bearing on economic and
financial conditions in 1992 could be anticipated at
this point, these members believed that monetary
growth within the current ranges would be consistent
with sustainable economic expansion in the context
of continuing progress toward price stability. The
upper bounds of those ranges provided desirable
leeway for policy to resist any tendency for the
recovery to falter while the lower ends allowed
ample room for policy to counter stronger-than-

~ expected inflationary pressures.

Several members favored a reduction in the M2
range for next year. Such a move would continue the
trend of moving the range downward until it was
consistent with price stability. Recent developments
suggested that conditions were favorable for making
substantial progress toward lower inflation, and
these members emphasized that it was important for
the Committee not only to take advantage of this
opportunity but to signal its determination in this
regard. The resulting improvement in the credibility
of the Committee’s anti-inflationary policy and the
related favorable effects on inflationary expectations
would reduce the transitional costs of achieving
price stability.

Those in favor of retaining the current range for
M2 commented that the range had been reduced
substantially in recent years and that its midpoint
already was close to a rate consistent with price
stability over time, presuming no unanticipated trend
in the velocity of M2 and some upward bias in
measured inflation. For 1992, some members were
concerned that, absent a significant increase in the
velocity of M2, satisfactory nominal GNP growth—
within the central tendency of the members’ fore-
casts —already implied expansion of M2 in the upper
part of a 2% to 6% percent range. A lower range
might not provide sufficient flexibility to deal with
an unanticipated shortfall in aggregate demand or
disturbances to still-fragile financial markets. Un-
certainties about the behavior of velocity at a time
when an important restructuring of financial flows
appeared to be in process, especially with regard to
the role of depository institutions, also argued for

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



806 Federal Reserve Bulletin O October 1991

simply carrying over the existing range. There
would be an opportunity to review the range next
February, when evidence would be in hand about
velocity in the second half of the year and some of
the uncertainties about the strength of the recovery
would be diminished. At that time, careful consider-
ation would need to be given to reducing the range, if
conditions implied that such an action was appropri-
ate in furthering and underscoring the System’s goal
of reducing inflation over time.

At the conclusion of this discussion, with two
members dissenting, the Committee approved
provisional ranges for 1992 that were unchanged
from those for 1991, and it voted to incorporate the
following statement regarding the 1992 ranges in its
domestic policy directive:

For 1992, on a tentative basis, the Committee agreed to
use the same ranges as in 1991 for growth in each of the
monetary aggregates and debt, measured from the fourth
quarter of 1991 to the fourth quarter of 1992. With regard
to M3, the Committee anticipated that the ongoing
restructuring ,of thrift depository institutions would
continue to depress the growth of this aggregate relative to
spending and total credit. The behavior of the monetary
aggregates will continue to be evaluated in the light of
progress toward price level stability, movements in their
velocities, and developments in the economy and financial
markets.

Votes for this action: Messrs. Greenspan, Corrigan,
Forrestal, Keehn, Kelley, LaWare, Mullins, and Parry.
Votes against this action: Messrs. Angell and Black.

Messrs. Angell and Black dissented because they
preferred to reduce the M2 range for 1992 by
14 percentage point. They pointed out that the lower
range would be centered on the average growth of
M2 in recent years and would provide a timely signal
of the Committee’s continuing commitment to price
stability, thereby reinforcing and extending the
progress in curbing inflation anticipated over the
next several quarters. They believed that the
resulting decline in inflationary expectations would
lower the transitional costs of achieving price
stability and, by favorably affecting long-term
interest rates, would help sustain the expansion in
economic activity.

In the Committee’s discussion of policy for the
intermeeting period ahead, all of the members were
in favor of maintaining an unchanged degree of
pressure on reserve positions. They believed that at

this juncture an unchanged policy course offered the
greatest promise of reconciling the Committee’s
goals of sustaining the nascent business recovery
while also fostering further progress against infla-
tion. There were obvious areas of uncertainty and
vulnerability in the current economic and financial
situation, but developments were unlikely to require
an immediate adjustment in reserve market condi-
tions. For now, monetary policy appeared to be on
an appropriate course.

The members devoted some attention during this
discussion to the relatively sluggish growth of M2
and M3 in recent months. Some commented that the
behavior of the broader aggregates might imply that
monetary policy had not been eased sufficiently in
recent months and therefore might not provide
adequate support to sustain the expansion. It was
noted, however, that apart from the usual uncertain-
ties about the relationship of M2 and M3 to growth
and spending in the short run, the expansion of M1
and especially of reserves and the monetary base had
been fairly robust since early spring. Moreover,
many borrowers were meeting their financing needs
through market sources. In this situation, the
members generally concluded that the behavior of
M2 and M3, which on a cumulative basis were still
in the middle portions of the Committee’s ranges for
the year, did not call for any policy adjustments at
this point. Nonetheless, continuing weak growth
might require a review of this conclusion. A staff
projection prepared for this meeting indicated that,
with reserve market conditions unchanged, some-
what faster growth in the broader aggregates was
likely to emerge in the months ahead, induced by
greater money demands in the context of a strength-
ening economy.

With regard to possible adjustments to the degree
of reserve pressure during the intermeeting period
ahead, nearly all the members expressed a prefer-
ence for a directive that did not bias prospective
operations toward tightening or easing but made an
intermeeting adjustment, if any, equally likely in
either direction depending on economic and financial
developments and the behavior of the monetary
aggregates. One member preferred a directive that
was tilted toward possible tightening; in this view, a
prompt response to any tendency for inflationary
conditions to re-emerge would have a favorable
effect on inflationary expectations and long-term
debt markets and might avert the need for a more
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substantial policy adjustment later. Other members
agreed on the desirability of a prompt adjustment to
inflationary developments, but they did not see a
special need to anticipate such an adjustment in the
period ahead.

At the conclusion of the Committee’s discussion,
all of the members indicated that they favored a
directive that called for maintaining the existing
degree of pressure on reserve positions. The
members also noted that they preferred or could
accept a directive that did not include a presumption
about the likely direction of any intermeeting
adjustments in policy. Accordingly, the Committee
decided that somewhat greater reserve restraint or
somewhat lesser reserve restraint might be accept-
able during the period ahead depending on progress
toward price stability, trends in economic activity,
the behavior of the monetary aggregates, and
developments in foreign exchange and domestic
financial markets. The reserve conditions contem-
plated at this meeting were expected to be consistent
with some increase in the growth of M2 and M3 to
annual rates of around 5% and 3 percent respectively
over the three-month period from June through
September.

At the conclusion of the meeting, the following
domestic policy directive was issued to the Federal
Reserve Bank of New York:

The information reviewed at this meeting suggests that
economic activity has begun to recover from the recent
recession. The unemployment rate rose to 6.9 percent in
May, but total nonfarm payroll employment edged up and
the average workweek posted a sizable gain. Manufactur-
ing output has risen in recent months, led by appreciable
increases in assemblies of motor vehicles. Consumer
spending has been bolstered in part by an upturn in
personal income. An increase in orders points to a firming
in demand for business equipment, but nonresidential
construction remains weak. Housing starts rose over
April and May. The nominal U.S. merchandise trade
deficit in April was somewhat below the average rate in
the first quarter. Increases in consumer prices have been
small in recent months.

Most interest rates have risen slightly since the
Committee meeting on May 14. The trade-weighted value
of the dollar in terms of the other G-10 currencies
increased substantially on balance over the intermeeting
period.

M2 grew at a moderate pace over May and June, while
M3 changed little. For the year thus far, expansion of M2
and M3 has been in the middle portion of the Committee’s
ranges.

The Federal Open Market Committee seeks monetary
and financial conditions that will foster price stability and
promote sustainable growth in output. In furtherance of
these objectives, the Committee reaffirmed at this meeting
the ranges it had established in February for growth of
M2 and M3 of 2% to 6% percent and 1 to 5 percent,
respectively, measured from the fourth quarter of 1990 to
the fourth quarter of 1991. The monitoring range for
growth of total domestic nonfinancial debt also was
maintained at 4% to 8 percent for the year. For 1992, on
a tentative basis, the Committee agreed to use the same
ranges as in 1991 for growth in each of the monetary
aggregates and debt, measured from the fourth quarter of
1991 to the fourth quarter of 1992. With regard to M3, the
Committee anticipated that the ongoing restructuring of
thrift depository institutions would continue to depress
the growth of this aggregate relative to spending and total
credit. The behavior of the monetary aggregates will
continue to be evaluated in the light of progress toward
price level stability, movements in their velocities, and
developments in the economy and financial markets.

In the implementation of policy for the immediate
future, the Committee secks to maintain the existing
degree of pressure on reserve positions. Depending upon
progress toward price stability, trends in economic
activity, the behavior of the monetary aggregates, and
developments in foreign exchange and domestic financial
markets, somewhat greater reserve restraint or somewhat
lesser reserve restraint might be acceptable in the
intermeeting period. The contemplated reserve conditions
are expected to be consistent with growth of M2 and M3
over the period from June through September at annual
rates of about 5% and 3 percent, respectively.

Votes for the paragraph on short-run policy implemen-
tation: Messrs. Greenspan, Corrigan, Angell, Black,
Forrestal, Keehn, Kelley, LaWare, Mullins, and Parry.
Votes against this action: None.
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Legal Developments

FINAL RULE—AMENDMENT TO UNIFORM
RULES OF PRACTICE AND PROCEDURES

The Board of Governors is amending 12 C.F.R. Part
263. Section 916 of the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989 (‘‘FIRREA™)
requires that the Office of the Comptroller of the
Currency (the ““OCC’’), the Board of Governors of the
Federal Reserve System (the ‘‘Board’’), the Federal
Deposit Insurance Corporation (the ‘“‘FDIC’’), the
Office of Thrift Supervision (the ‘“OTS’’), and the
National Credit Union Administration (the “NCUA”’)
(collectively, the ““Agencies’”) develop a set of uni-
form rules of practice and procedures for administra-
tive hearings (‘‘Uniform Rules’’). Section 916 further
requires that the Agencies promulgate provisions for
summary judgment rulings where there are no disputes
as to the material facts of a case.

In compliance with the mandate of section 916, this
final rule makes uniform those rules concerning the
types of formal enforcement actions common to at
least four of the listed Agencies. In addition to these
Uniform Rules, the Board and each of the other
Agencies are adopting complementary ‘‘Local Rules’’
to supplement the Uniform Rules in order to address
some or all of the following: formal enforcement
actions not within the scope of the Uniform Rules,
informal actions which are not subject to the Admin-
istrative Procedure Act (‘‘APA’’), and procedures to
supplement or facilitate the processing of administra-
tive enforcement actions within the Board and the
other Agencies. This final rule is intended to standard-
ize procedures for formal administrative actions and to
facilitate administrative practice before the Agencies.

Effective August 9, 1991, 12 C.F.R. Part 263 is
amended as follows:

Part 263—Rules of Practice for Hearings

1. The authority citation for part 263 is revised to read
as follows:

Authority: This part is issued under sections 9, 11(i),
19 and 29 of the Federal Reserve Act (12 U.S.C. 324,
248, 504, and 505); sections 5(b), 8(b) and 8(d) of the
Bank Holding Company Act of 1956, as amended (12
U.S.C. 1884(b), 1847(b) and 1847(d)); section

106(b)(2)(F) of the Bank Holding Company Act
Amendments of 1970, as amended (12 U.S.C.
1972(2)(F)); sections 7(j), 8 and 18(c) of the Federal
Deposit Insurance Act, as amended (12 U.S.C.
1817(), 1818 and 1828(c)); section 13 of the Interna-
tional Banking Act of 1978 (12 U.S.C. 3108); sections
15B(c)(5), 15C(c)(2), and 21B of the Securitics Ex-
change Act of 1984, as amended (15 U.S.C. 780-4,
780-5, and 78u-2); section 11 of the Clayton Act, as
amended (15 U.S.C. 21); section 203(c) of the Equal
Access to Justice Act, as amended (5 U.S.C. 504);
and sections 908 and 910 of the International Lending
Supervision Act of 1983 (12 U.S.C. 3907 and 3909).

2. Part 263 is revised to read as follows:

Subpart A—Uniform Rules of Practice and

Procedure

Table of Contents

Section 263.1
Section 263.2
Section 263.3
Section 263.4
Section 263.5

Section 263.6

Section 263.7

Section 263.8

Section 263.9

Section 263.10
Section 263.11
Section 263.12
Section 263.13
Section 263.14
Section 263.15
Section 263.16

Section 263.17
Section 263.18

Section 263.19
Section 263.20

Scope.

Rules of construction.

Definitions.

Authority of the Board.

Authority of the administrative law
judge.

Appearance and practice in adjudi-
catory proceedings.

Good faith certification.

Conflicts of interest.

Ex parte communications.

Filing of papers.

Service of papers.

Construction of time limits.

Change of time limits.

Witness fees and expenses.
Opportunity for informal settlement.
The Board’s right to conduct exam-
ination.

Collateral attacks on adjudicatory
proceeding.

Commencement of proceeding and
contents of notice.

Answer.

Amended pleadings.
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Section 263.21
Section 263.22

Section 263.23
Section 263.24
Section 263.25

Section 263.26
Section 263.27

Section 263.28
Section 263.29
Section 263.30
Section 263.31

Section 263.32
Section 263.33
Section 263.34
Section 263.35
Section 263.36
Section 263.37
Section 263.38

Section 263.39

Section 263.40
Section 263.41

Failure to appear.

Consolidation and severance of ac-
tions.

Motions.

Scope of document discovery.
Request for document discovery
from parties.

Document subpoenas to nonparties.
Deposition of witness unavailable
for hearing.

Interlocutory review.

Summary disposition.

Partial summary disposition.
Scheduling and prehearing confer-
ences.

Prehearing submissions.

Public hearings.

Hearing subpoenas.

Conduct of hearings.

Evidence.

Proposed findings and conclusions.
Recommended decision and filing of
record.

Exceptions to recommended deci-
sion.

Review by the Board.

Stays pending judicial review.

Subpart B—Board Local Rules Supplementing
the Uniform Rules

Section 263.50
Section 263.51
Section 263.52
Section 263.53
Section 263.54

Section 263.55
Section 263.56

Purpose and scope.

Definitions.

Address for filing.

Discovery depositions.

Delegation to the Office of Financial
Institution Adjudication.

Board as Presiding Officer

Initial Licensing Proceedings

Subpart C—Rules and Procedures for
Assessment and Collection of Civil Money

Penalties

Section 263.60
Section 263.61

Section 263.62

Section 263.63
Section 263.64

Scope.

Opportunity for informal proceed-
ing.

Relevant considerations for assess-
ment of civil penalty.

Assessment order.

Payment of civil penalty.

Subpart D—Rules and Procedures Applicable
to Suspension of Removal of an
Institution-Affiliated Party Where a Felony is
Charged or Proven

Section 263.70
Section 263.71

Section 263.72
Section 263.73
Section 263.74

Purpose and scope.

Notice of order of suspension, re-
moval, or prohibition.

Request for informal hearing.
Order for informal hearing.
Decision of the Board.

Subpart E—Procedures for Issuance and
Enforcement of Directives to Maintain
Adequate Capital

Section 263.80
Section 263.81
Section 263.82

Section 263.83
Section 263.84
Section 263.85

Purpose and scope.

Definitions.

Establishment of minimum capital
levels.

Issuance of capital directives.
Enforcement of directive.
Establishment of increased capital
level for specific institutions.

Subpart F—Practice Before the Board

Section 263.90
Section 263.91
Section 263.92
Section 263.93
Section 263.94
Section 263.95

Section 263.96
Section 263.97
Section 263.98

Section 263.99

Scope.

Censure, suspension or debarment.
Definitions.

Eligibility to practice.

Conduct warranting sanctions.
Initiation of disciplinary proceed-
ing.

Conferences.

Proceedings under this subpart.
Effect of suspension, debarment or
censure.

Petition for reinstatement.

Subpart G—Rules Regarding Claims Under the
Equal Access to Justice Act

Section 263.100
Section 263.101
Section 263.102
Section 263.103
Section 263.104
Section 263.105
Section 263.106
Section 263.107
Section 263.108
Section 263.109
Section 263.110
Section 263.111

Authority and scope.
Standards for awards.
Prevailing party.
Eligibility of applicants.
Application for awards.
Statement of net worth.
Measure of awards.
Statement of fees and expenses.
Responses to application.
Further proceedings.
Recommended decision.
Action by the Board.
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Subpart A—Uniform Rules of Practice and
Procedure

Section 263.1—Scope.

This subpart prescribes Uniform Rules of practice and
procedure applicable to adjudicatory proceedings re-
quired to be conducted on the record after opportunity
for hearing under the following statutory provisions:

(a) Cease-and-desist proceedings under section 8(b)
of the Federal Deposit Insurance Act (‘‘FDIA’)
(12 U.S.C. 1818(b));
(b) Removal and prohibition proceedings under sec-
tion 8(e) of the FDIA (12 U.S.C. 1818(e));
(c) Change-in-control proceedings under section 7(j)(4)
of the FDIA (12 U.S.C. 1817(j)4)) to determine
whether the Board of Governors of the Federal Re-
serve System (‘‘Board’) should issue an order to
approve or disapprove a person’s proposed acquisition
of a state member bank or bank holding company;
(d) Proceedings under section 15C(c)(2) of the Securi-
ties Exchange Act of 1934 (‘“‘Exchange Act”)
(15 U.S.C. 780-5), to impose sanctions upon any
government securities broker or dealer or upon any
person associated or seeking to become associated
with a government securities broker or dealer for
which the Board is the appropriate agency.
(e) Assessment of civil money penalties by the Board
against institutions, institution-affiliated parties, and
certain other persons for which the Board is the
appropriate agency for any violation of:
(1) Any provision of the Bank Holding Company
Act of 1956, as amended (‘ BHC Act’’), or any order
or regulation issued thereunder, pursuant to
12 U.S.C. 1847(b) and (d);
(2) Sections 19, 22, 23A and 23B of the Federal
Reserve Act (‘‘FRA’’), or any regulation or order
issued thereunder and certain unsafe or unsound
practices or breaches of fiduciary duty, pursuant to
12 U.S.C. 504 and 505;
(3) Section 9 of the FRA pursuant to 12 U.S.C. 324;
(4) Section 106(b) of the Bank Holding Company
Act Amendments of 1970 and certain unsafe or
unsound practices or breaches of fiduciary duty,
pursuant to 12 U.S.C. 19722)(F);
(5) Any provision of the Change in Bank Control Act
of 1978, as amended, or any regulation or order
issued thereunder and certain unsafe or unsound
practices or breaches of fiduciary duty, pursuant to
12 U.S.C. 1817()(16);
(6) Any provision of the International Lending Su-
pervision Act of 1983 (*‘ILSA’’) or any rule, regu-

lation or order issued thereunder, pursuant to
12 U.S.C. 3909;
(7) Any provision of the International Banking Act
of 1978 (‘‘IBA”’) or any rule, regulation or order
issued thereunder, pursuant to 12 U.S.C. 3108;
(8) Certain provisions of the Exchange Act, pursu-
ant to section 21B of the Exchange Act (15 U.S.C.
78u-2);
(9) Section 1120 of the Financial Institutions Re-
form, Recovery, and Enforcement Act of 1989
(12 U.S.C. 3349), or any order or regulation issued
thereunder; and
(10) The terms of any final or temporary order issued
under section 8 of the FDIA or of any written
agreement executed by the Board, the terms of any
condition imposed in writing by the Board in con-
nection with the grant of an application or request,
and certain unsafe or unsound practices or breaches
of fiduciary duty or law or regulation pursuant to
12 U.S.C. 1818()(2);
(f) This subpart also applies to all other adjudications
required by statute to be determined on the record
after opportunity for an agency hearing, unless other-
wise specifically provided in subparts B-G of this part.

Section 263.2—Rules of construction.
For purposes of this subpart:

(a) Any term in the singular includes the plural, and the
plural includes the singular, if such use would be
appropriate;

(b) Any use of a masculine, feminine, or neuter gender
encompasses all three, if such use would be appropri-
ate;

(c) The term counsel includes a non-attorney repre-
sentative; and

(d) Unless the context requires otherwise, a party’s
counsel of record, if any, may, on behalf of that party,
take any action required to be taken by the party.

Section 263.3—Definitions.

For purposes of this subpart, unless explicitly stated to
the contrary:

(a) Administrative law judge means one who presides
at an administrative hearing under authority set forth
at 5 U.S.C. 556.

(b) Adjudicatory proceeding means a proceeding con-
ducted pursuant to these rules and leading to the
formulation of a final order other than a regulation.
(¢) Decisional employee means any member of the
Board’s or administrative law judge’s staff who has not
engaged in an investigative or prosecutorial role in a
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proceeding and who may assist the Agency or the
administrative law judge, respectively, in preparing
orders, recommended decisions, decisions, and other
documents under the Uniform Rules.
(d) Enforcement Counsel means any individual who
files a notice of appearance as counsel on behalf of the
Board in an adjudicatory proceeding.
(e) Final order means an order issued by the Board
with or without the consent of the affected institution
or the institution-affiliated party, that has become
final, without regard to the pendency of any petition
for reconsideration or review.
(f) Institution includes:
(1) Any bank as that term is defined in section 3(a) of
the FDIA (12 U.S.C. 1813(a));
(2) Any bank holding company or any subsidiary
(other than a bank) of a bank holding company as
those terms are defined in the BHC Act (12 U.S.C.
1841 et seq.);
(3) Any organization operating under section 25 of
the FRA (12 U.S.C. 601 et seq.);
(4) Any foreign bank or company to which section 8
of the IBA (12 U.S.C. 3106), applies or any subsid-
iary (other than a bank) thereof; and
(5) Any Federal agency as that term is defined in
section 1(b) of the IBA (12 U.S.C. 3101(5)).
(g) Institution-affiliated party means any institution-
affiliated party as that term is defined in section 3(u) of
the FDIA (12 U.S.C. 1813(u)).
(h) Local Rules means those rules promulgated by the
Board in this part other than subpart A.
(1) OFIA means the Office of Financial Institution
Adjudication, the executive body charged with over-
seeing the administration of administrative enforce-
ment proceedings for the Board, the Office of Comp-
troller of the Currency (the ‘*“OCC’’), the Federal
Deposit Insurance Corporation (the *‘FDIC”), the
Office of Thrift Supervision (the ‘“OTS”’), and the
National Credit Union Administration (the
“NCUA").
(i) Party means the Board and any person named as a
party in any notice.
(k) Person means an individual, sole proprietor, part-
nership, corporation, unincorporated association,
trust, joint venture, pool, syndicate, agency or other
entity or organization, including an institution as de-
fined in paragraph (h) of this section.
(I) Respondent means any party other than the Board.
(m) Uniform Rules means those rules in subpart A of
this part that are common to the Board, the OCC, the
FDIC, the OTS and the NCUA.
(n) Violation includes any action (alone or with an-
other or others) for or toward causing, bringing about,
participating in, counseling, or aiding or abetting a
violation.

Section 263.4—Authority of the Board.

(a) The Board may, at any time during the pendency of
a proceeding, perform, direct the performance of, or
waive performance of, any act which could be done or
ordered by the administrative law judge.

Section 263.5—Authority of the administrative
law judge.

(a) General rule. All proceedings governed by this part
shall be conducted in accordance with the provisions
of Chapter 5 of Title 5 of the United States Code. The
administrative law judge shall have all powers neces-
sary to conduct a proceeding in a fair and impartial
manner and to avoid unnecessary delay.
(b) Powers. The administrative law judge shall have all
powers necessary to conduct the proceeding in accor-
dance with paragraph (a) of this section, including the
following powers:
(1) To administer oaths and affirmations;
(2) To issue subpoenas, subpoenas duces tecum,
and protective orders, as authorized by this part,
and to quash or modify any such subpoenas and
orders;
(3) To receive relevant evidence and to rule upon the
admission of evidence and offers of proof;
(4) To take or cause depositions to be taken as
authorized by this subpart;
(5) To regulate the course of the hearing and the
conduct of the parties and their counsel;
(6) To hold scheduling and/or pre-hearing confer-
ences as set forth in section 263.31;
(7) To consider and rule upon all procedural and
other motions appropriate in an adjudicatory pro-
ceeding, provided that only the Board shall have the
power to grant any motion to dismiss the proceeding
or to decide any other motion that results in a final
determination of the merits of the proceeding;
(8) To prepare and present to the Board a recom-
mended decision as provided herein;
(9) To recuse himself or herself by motion made by
a party or on his or her own motion;
(10) To establish time, place and manner limitations
on the attendance of the public and the media for
any public hearing; and
(11) To do all other things necessary and appropriate
to discharge the duties of a presiding officer.

Section 263.6—Appearance and practice in
adjudicatory proceedings.

(a) Appearance before the Board or an administrative
law judge.
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(1) By attorneys. Any member in good standing of
the bar of the highest court of any state, common-
wealth, possession, territory of the United States, or
the District of Columbia may represent others be-
fore the Board if such attorney is not currently
suspended or debarred from practice before the
Board.
(2) By non-attorneys. An individual may appear on
his or her own behalf; a member of a partnership
may represent the partnership; a duly authorized
officer, director, or employee of any government
unit, agency, institution, corporation or authority
may represent that unit, agency, institution, corpo-
ration or authority if such officer, director, or em-
ployee is not currently suspended or debarred from
practice before the Board.
(3) Notice of appearance. Any individual acting as
counsel on behalf of a party, including the Board,
shall file a notice of appearance with OFIA at or
before the time that individual submits papers or
otherwise appears on behalf of a party in the adju-
dicatory proceeding. Such notice of appearance
shall include a written declaration that the individual
is currently qualified as provided in paragraph (a)(1)
or (a)(2) of this section and is authorized to repre-
sent the particular party. By filing a notice of ap-
pearance on behalf of a party in an adjudicatory
proceeding, the counsel thereby agrees, and repre-
sents that he or she is authorized, to accept service
on behalf of the represented party.
(b) Sanctions. Dilatory, obstructionist, egregious, con-
temptuous or contumacious conduct at any phase of
any adjudicatory proceeding may be grounds for ex-
clusion or suspension of counsel from the proceeding.

Section 263.7—Good faith certification.

(a) General requirement. Every filing or submission of
record following the issuance of a notice shall be
signed by at least one counsel of record in his or her
individual name and shall state that counsel’s address
and telephone number. A party who acts as his or her
own counsel shall sign his or her individual name and
state his or her address and telephone number on
every filing or submission of record.
(b) Effect of signature.
(1) The signature of counsel or a party shall consti-
tute a certification that: the counsel or party has
read the filing or submission of record; to the best of
his or her knowledge, information, and belief
formed after reasonable inquiry, the filing or sub-
mission of record is well-grounded in fact and is
warranted by existing law or a good faith argument
for the extension, modification, or reversal of exist-
ing law; and the filing or submission of record is not

made for any improper purpose, such as to harass or
to cause unnecessary delay or needless increase in
the cost of litigation.
(2) If a filing or submission of record is not signed,
the administrative law judge shall strike the filing or
submission of record, unless it is signed promptly
after the omission is called to the attention of the
pleader or movant.
(c) Effect of making oral motion or argument. The act
of making any oral motion or oral argument by any
counsel or party constitutes a certification that to the
best of his or her knowledge, information, and belief
formed after reasonable inquiry, his or her statement is
well-grounded in fact and is warranted by existing law
or a good faith argument for the extension, modifica-
tion, or reversal of existing law, and is not made for
any improper purpose, such as to harass or to cause
unnecessary delay or needless increase in the cost of
litigation.

Section 263.8—Conflicts of interest.

(a) Contflict of interest in representation. No person
shall appear as counsel for another person in an
adjudicatory proceeding if it reasonably appears that
such representation may be materially limited by that
counsel’s responsibilities to a third person or by the
counsel’s own interests. The administrative law judge
may take corrective measures at any stage of a pro-
ceeding to cure a conflict of interest in representation,
including the issuance of an order limiting the scope of
representation or disqualifying an individual from ap-
pearing in a representative capacity for the duration of
the proceeding.
(b) Certification and waiver. If any person appearing
as counsel represents two or more parties to an
adjudicatory proceeding or a party and an institution
to which notice of the proceeding must be given,
counsel must certify in writing at the time of filing the
notice of appearance required by section 263.6(a):
(1) That the counsel has personally and fully dis-
cussed the possibility of conflicts of interest with
each such party or institution;
(2) That each such party or institution has advised
its counsel that to its knowledge there is no existing
or anticipated material conflict between its interests
and the interests of others represented by the same
counsel or his or her firm; and
(3) That each such party or institution waives any
right it might otherwise have had to assert any
known conflicts of interest or to assert any non-
material conflicts of interest during the course of the
proceeding.
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Section 263.9—EX parte communications.

(a) Definition.
(1) Ex parte communication means any material oral
or written communication concerning the merits of
an adjudicatory proceeding that was neither on the
record nor on reasonable prior notice to all parties
that takes place between:
(i) A party, his or her counsel, or another person
interested in the proceeding; and
(i) The administrative law judge handling that
proceeding, a member of the Board, or a deci-
sional employee.
(2) Exception. A request for status of the proceeding
does not constitute an ex parte communication.
(b) Prohibition of ex parte communications. From the
time the notice is issued by the Board until the date
that the Board issues its final decision pursuant to
section 263.40(c), no party, interested person or coun-
sel therefor shall knowingly make or cause to be made
an ex parte communication concerning the merits of
the proceeding to a member of the Board, the admin-
istrative law judge, or a decisional employee. No
member of the Board, administrative law judge, or
decisional employee shall knowingly make or cause to
be made to a party, or any interested person or counsel
therefor, any ex parte communication relevant to the
merits of a proceeding.
(c) Procedure upon occurrence of ex parte communi-
cation. If an ex parte communication is received by the
administrative law judge, a member of the Board or any
other person identified in paragraph () of this section,
that person shall cause all such written communications
(or, if the communication is oral, a memorandum stat-
ing the substance of the communication) to be placed
on the record of the proceeding and served on all
parties. All other parties to the proceeding shall have an
opportunity, within ten days of receipt of service of the
ex parte communication, to file responses thereto and
to recommend any sanctions, in accordance with para-
graph (d) of this section, that they believe to be appro-
priate under the circumstances.
(d) Sanctions. Any party or his or her counsel who
makes a prohibited ex parte communication, or who
encourages or solicits another to make any such com-
munication, may be subject to any appropriate sanction
or sanctions imposed by the Board or the administra-
tive law judge including, but not limited to, exclusion
from the proceedings and an adverse ruling on the issue
which is the subject of the prohibited communication.

Section 263.10—Filing of papers.

(a) Filing. Any papers required to be filed, excluding
documents produced in response to a discovery re-

quest pursuant to sections 263.25 and 263.26, shall be
filed with OFIA, except as otherwise provided.
(b) Manner of filing. Unless otherwise specified by the
Board or the administrative law judge, filing may be
accomplished by:
(1) Personal service;
(2) Delivering the papers to a reliable commercial
courier service, overnight delivery service, or to the
U.S. Post Office for Express Mail delivery;
(3) Mailing the papers by first class, registered, or
certified mail; or
(4) Transmission by electronic media, only if ex-
pressly authorized, and upon any conditions speci-
fied, by the Board or the administrative law judge.
All papers filed by electronic media shall also con-
currently be filed in accordance with paragraph (c)
of this section.
(c) Formal requirements as to papers filed.
(1) Form. All papers filed must set forth the name,
address, and telephone number of the counsel or
party making the filing and must be accompanied by
a certification setting forth when and how service
has been made on all other parties. All papers filed
must be double-spaced and printed or typewritten
on 8% x 11 inch paper, and must be clear and
legible.
(2) Signature. All papers must be dated and signed
as provided in section 263.7.
(3) Caption. All papers filed must include at the
head thereof, or on a title page, the name of the
Board and of the filing party, the title and docket
number of the proceeding, and the subject of the
particular paper.
(4) Number of copies. Unless otherwise specified by
the Board, or the administrative law judge, an
original and one copy of all documents and papers
shall be filed, except that only one copy of tran-
scripts of testimony and exhibits shall be filed.

Section 263.11—Service of papers.

(a) By the parties. Except as otherwise provided, a
party filing papers shall serve a copy upon the
counsel of record for all other parties to the proceed-
ing so represented, and upon any party not so
represented.
(b) Method of service. Except as provided in para-
graphs (c)(2) and (d) of this section, a serving party
shall use one or more of the following methods of
service:
(1) Personal service;
(2) Delivering the papers to a reliable commercial
courier service, overnight delivery service, or to the
U.S. Post Office for Express Mail delivery;
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(3) Mailing the papers by first class, registered, or
certified mail; or
(4) Transmission by electronic media, only if the
parties mutually agree. Any papers served by elec-
tronic media shall also concurrently be served in
accordance with the requirements of section
263.10(c).
(c) By the Board or the administrative law judge.
(1) All papers required to be served by the Board or
the administrative law judge upon a party who has
appeared in the proceeding in accordance with
section 263.6, shall be served by any means speci-
fied in paragraph (b) of this section.
(2) If a party has not appeared in the proceeding in
accordance with section 263.6, the Board or the
administrative law judge shall make service by any
of the following methods:
(i) By personal service;
(ii) By delivery to a person of suitable age and
discretion at the party’s residence;
(iii) By registered or certified mail addressed to
the party’s last known address; or
(iv) By any other method reasonably calculated to
give actual notice.
(d) Subpoenas. Service of a subpoena may be made by
personal service, by delivery to an agent, by delivery
to a person of suitable age and discretion at the
subpoenaed person’s residence, by registered or cer-
tified mail addressed to the person’s last known ad-
dress, or in such other manner as is reasonably calcu-
lated to give actual notice.
(e) Area of service. Service in any state, territory,
possession of the United States, or the District of
Columbia, on any person or company doing business
in any state, territory, possession of the United States,
or the District of Columbia, or on any person as
otherwise provided by law, is effective without regard
to the place where the hearing is held, provided that if
service is made on a foreign bank in connection with
an action or proceeding involving one or more of its
branches or agencies located in any state, territory,
possession of the United States, or the District of
Columbia, service shall be made on at least one branch
or agency so involved.

Section 263.12—Construction of time limits.

(a) General rule. In computing any period of time
prescribed by this subpart, the date of the act or
event from which the designated period of time
begins to run is not included. The last day so
computed is included unless it is a Saturday, Sunday,
or Federal holiday. When the last day is a Saturday,
Sunday, or Federal holiday, the period runs until the
end of the next day that is not a Saturday, Sunday, or

Federal holiday. Intermediate Saturdays, Sundays,
and Federal holidays are included in the computation
of time, except that, when the time period within
which an act is to be performed is ten days or less,
intermediate Saturdays, Sundays, and Federal holi-
days are not included. ,
(b) When papers are deemed to be filed or served.
(1) Filing and service are deemed to be effective:
(i) In the case of personal service or same-day
commercial courier delivery, upon actual service;
(ii) In the case of overnight commercial delivery
service, U.S. Express Mail delivery, or first
class, registered, or certified mail, upon deposit
in or delivery to an appropriate point of collec-
tion;
(iii) In the case of transmission by electronic
media, as specified by the authority receiving the
filing, in the case of filing, and as agreed among
the parties, in the case of service.
(2) The effective filing and service dates specified in
paragraph (b)(1) of this section may be modified by
the Board or administrative law judge in the case of
filing or by agreement of the parties in the case of
service.
(c) Calculation of time for service and filing of respon-
sive papers. Whenever a time limit is measured by a
prescribed period from the service of any notice or
paper, the applicable time limits are calculated as
follows:
(1) If service is made by first class, registered or
certified mail, add three days to the prescribed
period;
(2) If service is made by express mail or overnight
delivery service, add one day to the prescribed
period;
(3) If service is made by electronic media transmis-
sion, add one day to the prescribed period, unless
otherwise determined by the Board or the adminis-
trative law judge in the case of filing, or by agree-
ment among the parties in the case of service.

Section 263.13—Change of time limits.

(a) Except as otherwise provided by law, the admin-
istrative law judge may, for good cause shown, extend
the time limits prescribed by the Uniform Rules or by
any notice or order issued in the proceedings. After
the referral of the case to the Board pursuant to
section 263.38, the Board may grant extensions of the
time limits for good cause shown. Extensions may be
granted at the motion of a party after notice and
opportunity to respond is afforded all non-moving
parties or sua sponte by the Board or the administra-
tive law judge.
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Section 263.14—Witness fees and expenses.

(a) Witnesses subpoenaed for testimony or depositions
shall be paid the same fees for attendance and mileage
as are paid in the United States district courts in
proceedings in which the United States is a party,
provided that, in the case of a discovery subpoena
addressed to a party, no witness fees or mileage need
be paid. Fees for witnesses shall be tendered in
advance by the party requesting the subpoena, except
that fees and mileage need not be tendered in advance
where the Board is the party requesting the subpoena.
The Board shall not be required to pay any fees to, or
expenses of, any witness not subpoenaed by the
Board.

Section 263.15—Opportunity for informal
settlement.

(a) Any respondent may, at any time in the proceed-
ing, unilaterally submit to Enforcement Counsel writ-
ten offers or proposals for settlement of a proceeding;
without prejudice to the rights of any of the parties. No
such offer or proposal shall be made to any Board
representative other than Enforcement Counsel. Sub-
mission of a written settlement offer does not provide
a basis for adjourning or otherwise delaying all or any
portion of a proceeding under this part. No settlement
offer or proposal, or any subsequent negotiation or
resolution, is admissible as evidence in any proceed-
ing.

Section 263.16—Agency’s right to conduct
examination.

(a) Nothing contained in this subpart limits in any
manner the right of the Board or any Federal Reserve
Bank to conduct any examination, inspection, or vis-
itation of any institution or institution-affiliated party,
or the right of the Agency to conduct or continue any
form of investigation authorized by law.

Section 263.17—Collateral attacks on
adjudicatory proceeding.

(a) If an interlocutory appeal or collateral attack is
brought in any court concerning all or any part of an
adjudicatory proceeding, the challenged adjudicatory
proceeding shall continue without regard to the pen-
dency of that court proceeding. No default or other
failure to act as directed in the adjudicatory proceed-
ing within the times prescribed in this subpart shall be
excused based on the pendency before any court of
any interlocutory appeal or collateral attack.

Section 263.18—Commencement of proceeding
and contents of notice.

(a) Commencement of proceeding.

(1) (i) Except for change-in-control proceedings un-
der section 7()(4) of the FDIA, 12 U.S.C.
1817()(4), a proceeding governed by this subpart
is commenced by issuance of a notice by the
Board.

(ii) The notice must be served by the Board upon
the respondent and given to any other appropriate
financial institution supervisory authority where
required by law.

(iii) The notice must be filed with OFIA.

(2) Change-in-control proceedings under section

7G)(4) of the FDIA (12 U.S.C. 1817(j)4)) com-

mence with the issuance of an order by the Board.
(b) Contents of notice. The notice must set forth:

(1) The legal authority for the proceeding and for the

Board’s jurisdiction over the proceeding;

(2) A statement of the matters of fact or law showing

that the Board is entitled to relief;

(3) A proposed order or prayer for an order granting

the requested relief;

(4) The time, place, and nature of the hearing as

required by law or regulation;

(5) The time within which to file an answer as

required by law or regulation;

(6) The time within which to request a hearing as

required by law or regulation; and

(7) That the answer and/or request for a hearing shall

be filed with OFIA.

Section 263.19—Answer.

(a) When. Within 20 days of service of the notice,
respondent shall file an answer as designated in the
notice. In a civil money penalty proceeding, respon-
dent shall also file a request for a hearing within 20
days of service of the notice.

(b) Content of answer. An answer must specifically
respond to each paragraph or allegation of fact con-
tained in the notice and must admit, deny, or state that
the party lacks sufficient information to admit or deny
each allegation of fact. A statement of lack of infor-
mation has the effect of a denial. Denials must fairly
meet the substance of each allegation of fact denied;
general denials are not permitted. When a respondent
denies part of an allegation, that part must be denied
and the remainder specifically admitted. Any allega-
tion of fact in the notice which is not denied in the
answer must be deemed admitted for purposes of the
proceeding. A respondent is not required to respond to
the portion of a notice that constitutes the prayer for
relief or proposed order. The answer must set forth
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affirmative defenses, if any, asserted by the respon-

dent.

(c) Default.
(1) Effect of failure to answer, Failure of a respon-
dent to file an answer required by this section within
the time provided constitutes a waiver of his or her
right to appear and contest the allegations in the
notice. If no timely answer is filed, Enforcement
Counsel may file a motion for entry of an order of
default. Upon a finding that no good cause has been
shown for the failure to file a timely answer, the
administrative law judge shall file with the Board a
recommended decision containing the findings and
the relief sought in the notice. Any final order issued
by the Board based upon a respondent’s failure to
answer is deemed to be an order issued upon con-
sent.
(2) Effect of failure to request a hearing in civil
money penalty proceedings. If respondent fails to
request a hearing as required by law within the time
provided, the notice of assessment constitutes a
final and unappealable order.

Section 263.20—Amended pleadings.

(@) Amendments. The notice or answer may be
amended or supplemented at any stage of the pro-
ceeding by leave of the administrative law judge.
Such leave will be freely given. The respondent shall
answer an amended notice within the time remaining
for the respondent’s answer to the original notice, or
within ten days after service of the amended notice,
whichever period is longer, unless the Board or
administrative law judge orders otherwise for good
cause shown.

(b) Amendments to conform to the evidence. When
issues not raised in the notice or answer are tried at the
hearing by express or implied consent of the parties,
they will be treated in all respects as if they had been
raised in the notice or answer, and no formal amend-
ments are required. If evidence is objected to at the
hearing on the ground that it is not within the issues
raised by the notice or answer, the administrative law
judge may allow the notice or answer to be amended.
The administrative law judge will do so freely when
the determination of the merits of the action is served
thereby and the objecting party fails to satisfy the
administrative law judge that the admission of such
evidence would unfairly prejudice that party’s action
or defense upon the merits. The administrative law

Section 263.21—Failure to appear.

(a) Failure of a respondent to appear in person at the
hearing or by a duly authorized counsel constitutes a
waiver of respondent’s right to a hearing and is
deemed an admission of the facts as alleged and
consent to the relief sought in the notice. Without
further proceedings or notice to the respondent, the
administrative law judge shall file with the Board a
recommended decision containing the findings and the
relief sought in the notice.

Section 263.22—Consolidation and severance
of actions.

(a) Consolidation.
(1) On the motion of any party, or on the adminis-
trative law judge’s own motion, the administrative
law judge may consolidate, for some or all purposes,
any two or more proceedings, if each such proceed-
ing involves or arises out of the same transaction,
occurrence or series of transactions or occurrences,
or involves at least one common respondent or a
material common question of law or fact, unless
such consolidation would cause unreasonable delay
or injustice.
(2) In the event of consolidation under paragraph
(a)(1) of this section, appropriate adjustment to the
prehearing schedule shall be made to avoid unnec-
essary expense, inconvenience, or delay.

(b) Severance. The administrative law judge may,

upon the motion of any party, sever the proceeding for

separate resolution of the matter as to any respondent

only if the administrative law judge finds that:
(1) Undue prejudice or injustice to the moving party
would result from not severing the proceeding; and
(2) Such undue prejudice or injustice would out-
weigh the interests of judicial economy and expedi-
tion in the complete and final resolution of the
proceeding.

Section 263.23—Motions.

(a) In writing.

(1) Except as otherwise provided herein, an appli-
cation or request for an order or ruling must be made
by written motion.

(2) All written motions must state with particularity
the relief sought and must be accompanied by a
proposed order.

(3) No oral argument may be held on written mo-
tions except as otherwise directed by the adminis-
trative law judge. Written memoranda, briefs, affi-

davits or other relevant material or documents may
be filed in support of or in opposition to a motion.

judge may grant a continuance to enable the objecting
party to meet such evidence.
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(b) Oral motions. A motion may be made orally on the

record unless the administrative law judge directs that

such motion be reduced to writing.

(c) Filing of motions. Motions must be filed with the

administrative law judge, except that following the

filing of the recommended decision, motions must be

filed with the Board.

(d) Responses.
(1) Except as otherwise provided herein, within ten
days after service of any written motion, or within
such other period of time as may be established by
the administrative law judge or the Board, any party
may file a written response to a motion. The admin-
istrative law judge shall not rule on any oral or
written motion before each party has had an oppor-
tunity to file a response.
(2) The failure of a party to oppose a written motion
or an oral motion made on the record is deemed a
consent by that party to the entry of an order
substantially in the form of the order accompanying
the motion.

(e) Dilatory motions. Frivolous, dilatory or repetitive

motions are prohibited. The filing of such motions may

form the basis for sanctions.

(f) Dispositive motions. Dispositive motions are gov-

erned by sections 263.29 and 263.30.

Section 263.24—Scope of document discovery.

(a) Limits on discovery.
(1) Parties to proceedings under this subpart may
obtain document discovery through the production of
documents, including writings, drawings, graphs,
charts, photographs, recordings, and other data compi-
lations from which information can be obtained, or
translated, if necessary, by the parties through detec-
tion devices into reasonably usable form.
(2) Discovery by use of deposition is governed by
section 263.53 of subpart B of this part.
(b) Relevance. Parties may obtain document discovery
regarding any matter, not privileged, which has mate-
rial relevance to the merits of the pending action. It is
not a ground for objection that the information sought
will be inadmissible at the hearing if the information
sought appears reasonably calculated to lead to dis-
covery of admissible evidence. The request may not
be unreasonable, oppressive, excessive in scope or
unduly burdensome.
(c) Privileged matter. Privileged documents are not
discoverable. Privileges include the attorney-client
privilege, work-product privilege, any government’s
or government agency’s deliberative-process privi-
lege, and any other privileges the Constitution, any
applicable act of Congress, or the principles of com-
mon law provide.

(d) Time limits. All discovery, including all responses
to discovery requests, shall be completed at least 20
days prior to the date scheduled for the commence-
ment of the hearing. No exceptions to this time limit
shall be permitted, unless the administrative law judge
finds on the record that good cause exists for waiving
the requirements of this paragraph.

Section 263.25—Request for document
discovery from parties.

(a) General rule. Any party may serve on any other
party a request to produce for inspection any discover-
able documents which are in the possession, custody,
or control of the party upon whom the request is served.
The request must identify the documents to be produced
either by individual item or by category, and must de-
scribe each item and category with reasonable particular-
ity. Documents must be produced as they are kept in the
usual course of business and shall be organized to corre-
spond with the categories in the request.
(b) Production or copying. The request must specify a
reasonable time, place, and manner for production and
performing any related acts. In lieu of inspecting the
documents, the requesting party may specify that all
or some of the responsive documents are to be copied
and the copies delivered to the requesting party. If
copying of fewer than 250 pages is requested, the party
to whom the request is addressed shall bear the cost of
copying and shipping charges. If more than 250 pages
of copying is requested, the requesting party shall pay
for copying, unless the parties agree otherwise, at the
current per-page copying rate imposed by the Board’s
rules implementing the Freedom of Information Act
(5 U.S.C. 552a) plus the cost of shipping.
(c) Obligation to update responses. A party who has
responded to a discovery request with a response that
was complete when made is not required to supple-
ment the response to include documents thereafter
acquired, unless the responding party learns that:
(1) The response was materially incorrect when
made; or
(2) The response, though correct when made, is no
longer true and a failure to amend the response is, in
substance, a knowing concealment.
(d) Motions to limit discovery.
(1) Any party that objects to a discovery request
may, within ten days of being served with such
request, file a motion in accordance with the provi-
sions of section 263.23 to strike or otherwise limit
the request. If an objection is made to only a portion
of an item or category in a request, the portion
objected to shall be specified. Any objections not
made in accordance with this paragraph and section
263.23 are waived.
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(2) The party who served the request that is the
subject of a motion to strike or limit may file a
written response within five days of service of the
motion. No other party may file a response.
(e) Privilege. At the time other documents are pro-
duced, all documents withheld on the grounds of
privilege must be reasonably identified, together with a
statement of the basis for the assertion of privilege.
(f) Motions to compel production.
(1) If a party withholds any documents as privileged
or fails to comply fully with a discovery request, the
requesting party may, within ten days of the asser-
tion of privilege or of the time the failure to comply
becomes known to the requesting party, file a mo-
tion in accordance with the provisions of section
263.23 for the issuance of a subpoena compelling
production.
(2) The party who asserted the privilege or failed to
comply with the request may file a written response
to a motion to compel within five days of service of
the motion. No other party may file a response.
(8) Ruling on motions. After the time for filing re-
sponses pursuant to this section has expired, the
administrative law judge shall rule promptly on all
motions filed pursuant to this section. If the adminis-
trative law judge determines that a discovery request,
or any of its terms, is unreasonable, unduly burden-
some, excessive in scope, repetitive of previous re-
quests or seeks to obtain privileged documents, he or
she may modify the request, and may issue appropri-
ate protective orders, upon such conditions as justice
may require. The pendency of a motion to strike or
limit discovery or to compel production shall not be a
basis for staying or continuing the proceeding, unless
otherwise ordered by the administrative law judge.
(h) Enforcing discovery subpoenas. If the administra-
tive law judge issues a subpoena compelling produc-
tion of documents by a party, the subpoenaing party
may, in the event of noncompliance and to the extent
authorized by applicable law, apply to any appropriate
United States district court for an order requiring
compliance with the subpoena. A party’s right to seek
court enforcement of a subpoena shall not in any
manner limit the sanctions that may be imposed by the
administrative law judge against a party who fails to
produce subpoenaed documents.

Section 263.26—Document subpoenas to
nonparties.

(a) General rules.
(1) Any party may apply to the administrative law
judge for the issuance of a document discovery

tain a proposed document subpoena and a brief
statement showing the general relevance and rea-
sonableness of the scope of documents sought. The
subpoenaing party shall specify a reasonable time,
place, and manner for making production in re-
sponse to the document subpoena.
(2) A party shall only apply for a document sub-
poena under this section within the time period
during which such party could serve a discovery
request under section 263.24(d). The party obtaining
the document subpoena is responsible for serving it
on the subpoenaed person and for serving copies on
all parties. Document subpoenas may be served in
any state, territory, or possession of the United
States, the District of Columbia, or as otherwise
provided by law.
(3) The administrative law judge shall promptly
issue any document subpoena requested pursuant to
this section. If the administrative law judge deter-
mines that the application does not set forth a valid
basis for the issuance of the subpoena, or that any of
its terms are unreasonable, oppressive, excessive in
scope, or unduly burdensome, he or she may refuse
to issue the subpoena or may issue it in a modified
form upon such conditions as may be consistent
with the Uniform Rules.
(b) Motion to quash or modify.
(1) Any person to whom a document subpoena is
directed may file a motion to quash or modify such
subpoena, accompanied by a statement of the basis
for quashing or modifying the subpoena. The mo-
vant shall serve the motion on all parties, and any
party may respond to such motion within ten days of
service of the motion.
(2) Any motion to quash or modify a document
subpoena must be filed on the same basis, including
the assertion of privilege, upon which a party could
object to a discovery request under section
263.25(d), and during the same time limits during
which such an objection could be filed.
(c) Enforcing document subpoenas. If a subpoenaed
person fails to comply with any subpoena issued
pursuant to this section or any order of the adminis-
trative law judge which directs compliance with all or
any portion of a document subpoena, the subpoenaing
party or any other aggrieved party may, to the extent
authorized by applicable law, apply to an appropriate
United States district court for an order requiring
compliance with so much of the document subpoena
as the administrative law judge has not quashed or
modified. A party’s right to seek court enforcement of
a document subpoena shall in no way limit the sanc-
tions that may be imposed by the administrative law

judge on a party who induces a failure to comply with
subpoenas issued under this section.

subpoena addressed to any person who is not a
party to the proceeding. The application must con-
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Section 263.27—Deposition of witness
unavailable for hearing.

(a) General rules.

(1) If a witness will not be available for the hearing,
a party desiring to preserve that witness’s testimony
for the record may apply in accordance with the
procedures set forth in paragraph (a)(2) of this
section, to the administrative law judge for the
issuance of a subpoena, including a subpoena duces
tecum, requiring the attendance of the witness at a
deposition. The administrative law judge may issue
a deposition subpoena under this section upon a
showing that:

(i) The witness will be unable to attend or may be

prevented from attending the hearing because of

age, sickness or infirmity, or will otherwise be

unavailable;

(ii) The witness’s unavailability was not procured

or caused by the subpoenaing party;

(iii) The testimony is reasonably expected to be

material; and

(iv) Taking the deposition will not result in any

undue burden to any other party and will not

cause undue delay of the proceeding.
(2) The application must contain a proposed depo-
sition subpoena and a brief statement of the rea-
sons for the issuance of the subpoena. The sub-
poena must name the witness whose deposition is
to be taken and specify the time and place for
taking the deposition. A deposition subpoena may
require the witness to be deposed at any place
within the country in which that witness resides or
has a regular place of employment or such other
convenient place as the administrative law judge
shall fix.
(3) Any requested subpoena that sets forth a valid
basis for its issuance must be promptly issued,
unless the administrative law judge on his or her
own motion, requires a written response or requires
attendance at a conference concerning whether the
requested subpoena should be issued.
(4) The party obtaining a deposition subpoena is
responsible for serving it on the witness and for
serving copies on all parties. Unless the administra-
tive law judge orders otherwise, no deposition under
this section shall be taken on fewer than ten days’
notice to the witness and all parties. Deposition
subpoenas may be served in any state, territory,
possession of the United States, or the District of
Columbia, on any person or company doing busi-
ness in any state, territory, possession of the United
States, or the District of Columbia, or as otherwise
permitted by law.

(b) Objections to deposition subpoenas.

(1) The witness and any party who has not had an
opportunity to oppose a deposition subpoena issued
under this section may file a motion with the admin-
istrative law judge to quash or modify the subpoena
prior to the time for compliance specified in the
subpoena, but not more than ten days after service
of the subpoena.
(2) A statement of the basis for the motion to quash
or modify a subpoena issued under this section must
accompany the motion. The motion must be served
on all parties.
(c) Procedure upon deposition.
(1) Each witness testifying pursuant to a deposition
subpoena must be duly sworn, and each party shall
have the right to examine the witness. Objections to
questions or documents must be in short form,
stating the grounds for the objection. Failure to
object to questions or documents is not deemed a
waiver except where the ground for the objection
might have been avoided if the objection had been
timely presented. All questions, answers, and objec-
tions must be recorded.
(2) Any party may move before the administrative
law judge for an order compelling the witness to
answer any questions the witness has refused to
answer or submit any evidence the witness has
refused to submit during the deposition.
(3) The deposition must be subscribed by the wit-
ness, unless the parties and the witness, by stipula-
tion, have waived the signing, or the witness is ill,
cannot be found, or has refused to sign. If the
deposition is not subscribed by the witness, the
court reporter taking the deposition shall certify that
the transcript is a true and complete transcript of the
deposition.
(d) Enforcing subpoenas. If a subpoenaed person fails
to comply with any order of the administrative law
judge which directs compliance with all or any portion
of a deposition subpoena under paragraph (b) or (c)(3)
of this section, the subpoenaing party or other ag-
grieved party may, to the extent authorized by appli-
cable law, apply to an appropriate United States
district court for an order requiring compliance with
the portions of the subpoena that the administrative
law judge has ordered enforced. A party’s right to seek
court enforcement of a deposition subpoena in no way
limits the sanctions that may be imposed by the
administrative law judge on a party who fails to
comply with, or procures a failure to comply with, a
subpoena issued under this section.

Section 263.28—Interlocutory review

(a) General rule. The Board may review a ruling of the
administrative law judge prior to the certification of
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the record to the Board only in accordance with the
procedures set forth in this section and section 263.23.
(b) Scope of review. The Board may exercise interloc-
utory review of a ruling of the administrative law judge
if the Board finds that:
(1) The ruling involves a controlling question of law
or policy as to which substantial grounds exist for a
difference of opinion;
(2) Immediate review of the ruling may materially
advance the ultimate termination of the proceeding;
(3) Subsequent modification of the ruling at the
conclusion of the proceeding would be an inade-
quate remedy; or
(4) Subsequent modification of the ruling would
cause unusual delay or expense.
(¢) Procedure. Any request for interlocutory review
shall be filed by a party with the administrative law
judge within ten days of his or her ruling and shall
otherwise comply with section 263.23. Any party may
file a response to a request for interlocutory review in
accordance with section 263.23(d). Upon the expira-
tion of the time for filing all responses, the administra-
tive law judge shall refer the matter to the Board for
final disposition.
(d) Suspension of proceeding. Neither a request for
interlocutory review nor any disposition of such a
request by the Board under this section suspends or
stays the proceeding unless otherwise ordered by the
administrative law judge or the Board.

Section 263.29—Summary disposition.

(@) In general. The administrative law judge shall
recommend that the Board issue a final order granting
a motion for summary disposition if the undisputed
pleaded facts, admissions, affidavits, stipulations, doc-
umentary evidence, matters as to which official notice
may be taken, and any other evidentiary materials
properly submitted in connection with a motion for
summary disposition show that:
(1) There is no genuine issue as to any material fact;
and
(2) The moving party is entitled to a decision in its
favor as a matter of law.
{b)Filing of motions and responses.
(1) Any party who believes that there is no genuine
issue of material fact to be determined and that he or
she is entitled to a decision as a matter of law may
move at any time for summary disposition in its
favor of all or any part of the proceeding. Any party,
within 20 days after service of such a motion, or
within such time period as allowed by the adminis-
trative law judge, may file a response to such
motion.

(2) A motion for summary disposition must be
accompanied by a statement of the material facts as
to which the moving party contends there is no
genuine issue. Such motion must be supported by
documentary evidence, which may take the form of
admissions in pleadings, stipulations, depositions,
investigatory depositions, transcripts, affidavits and
any other evidentiary materials that the moving
party contends support his or her position. The
motion must also be accompanied by a brief con-
taining the points and authorities in support of the
contention of the moving party. Any party opposing
a motion for summary disposition must file a state-
ment setting forth those material facts as to which he
or she contends a genuine dispute exists. Such
opposition must be supported by evidence of the
same type as that submitted with the motion for
summary disposition and a brief containing the
points and authorities in support of the contention
that summary disposition would be inappropriate.
(c) Hearing on motion. At the request of any party or
on his or her own motion, the administrative law judge
may hear oral argument on the motion for summary
disposition.
(d) Decision on motion. Following receipt of a motion
for summary disposition and all responses thereto, the
administrative law judge shall determine whether the
moving party is entitled to summary disposition. If the
administrative law judge determines that summary
disposition is warranted, the administrative law judge
shall submit a recommended decision to that effect to
the Board. If the administrative law judge finds that no
party is entitled to summary disposition, he or she
shall make a ruling denying the motion.

Section 263.30—Partial summary disposition.

(a) If the administrative law judge determines that a
party is entitled to summary disposition as to certain
claims only, he or she shall defer submitting a recom-
mended decision as to those claims. A hearing on the
remaining issues must be ordered. Those claims for
which the administrative law judge has determined
that summary disposition is warranted will be ad-
dressed in the recommended decision filed at the
conclusion of the hearing.

Section 263.31—Scheduling and prehearing
conferences.

(a) Scheduling conference. Within 30 days of service
of the notice or order commencing a proceeding or
such other time as parties may agree, the administra-
tive law judge shall direct counsel for all parties to
meet with him or her in person at a specified time and
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place prior to the hearing or to confer by telephone for
the purpose of scheduling the course and conduct of
the proceeding. This meeting or telephone conference
is called a “*scheduling conference.’’ The identification
of potential witnesses, the time for and manner of
discovery, and the exchange of any prehearing mate-
rials including witness lists, statements of issues,
stipulations, exhibits and any other materials may also
be determined at the scheduling conference.
(b) Prehearing conferences. The administrative law
judge may, in addition to the scheduling conference,
on his or her own motion or at the request of any
party, direct counsel for the parties to meet with him
or her (in person or by telephone) at a prehearing
conference to address any or all of the following:

(1) Simplification and clarification of the issues;

(2) Stipulations, admissions of fact, and the con-

tents, authenticity and admissibility into evidence of

documents;

(3) Matters of which official notice may be taken;

(4) Limitation of the number of witnesses;

(5) Summary disposition of any or all issues;

(6) Resolution of discovery issues or disputes;

(7) Amendments to pleadings; and

(8) Such other matters as may aid in the orderly

disposition of the proceeding.
(c) Transcript. The administrative law judge, in his or
her discretion, may require that a scheduling or pre-
hearing conference be recorded by a court reporter. A
transcript of the conference and any materials filed,
including orders, becomes part of the record of the
proceeding. A party may obtain a copy of the tran-
script at his or her expense.
(d) Scheduling or prehearing orders. At or within a
reasonable time following the conclusion of the sched-
uling conference or any prehearing conference, the
administrative law judge shall serve on each party an
order setting forth any agreements reached and any
procedural determinations made.

Section 263.32—Prehearing submissions.

(a) Within the time set by the administrative law judge,
but in no case later than 14 days before the start of the
hearing, each party shall serve on every other party,
his or her:
(1) Prehearing statement;
(2) Final list of witnesses to be called to testify at the
hearing, including name and address of each witness
and a short summary of the expected testimony of
each witness;
(3) List of the exhibits to be introduced at the
hearing along with a copy of each exhibit; and
(4) Stipulations of fact, if any.

(b) Effect of failure to comply. No witness may testify
and no exhibits may be introduced at the hearing if
such witness or exhibit is not listed in the prehearing
submissions pursuant to paragraph (a) of this section,
except for good cause shown.

Section 263.33—Public hearings.

(a) General rule. All hearings shall be open to the
public, unless the Board, in its discretion, determines
that holding an open hearing would be contrary to the
public interest. Within 20 days of service of the notice
or, in the case of change-in-control proceedings under
section 7()(4) of the FDIA (12 U.S.C. 1817()(4)),
within 20 days from service of the hearing order, any
respondent may file with the Board a request for a
private hearing, and any party may file a pleading in
reply to such a request. Such requests and replies are
governed by section 263.23. Failure to file a request or
areply is deemed a waiver of any objections regarding
whether the hearing will be public or private.

(b) Filing document under seal. Enforcement Counsel,
in his or her discretion, may file any document or part
of a document under seal if disclosure of the document
would be contrary to the public interest. The admin-
istrative law judge shall take all appropriate steps to
preserve the confidentiality of such documents or
parts thereof, including closing portions of the hearing
to the public.

Section 263.34—Hearing subpoenas.

(a) Issuance.

(1) Upon application of a party showing general
relevance and reasonableness of scope of the testi-
mony or other evidence sought, the administrative
law judge may issue a subpoena or a subpoena duces
tecum requiring the attendance of a witness at the
hearing or the production of documentary or phys-
ical evidence at such hearing. The application for a
hearing subpoena must also contain a proposed
subpoena specifying the attendance of a witness or
the production of evidence from any state, territory,
or possession of the United States, the District of
Columbia or as otherwise provided by law at any
designated place where the hearing is being con-
ducted.

(2) A party may apply for a hearing subpoena at any
time before the commencement of a hearing. During
a hearing, such applications may be made orally on
the record before the administrative law judge. The
party making the application shall serve a copy of
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the application and the proposed subpoena on every
other party to the proceeding.
(3) The administrative law judge shall promptly
issue any hearing subpoena requested pursuant to
this section. If the administrative law judge deter-
mines that the application does not set forth a valid
basis for the issuance of the subpoena, or that any of
its terms are unreasonable, oppressive, excessive in
scope, or unduly burdensome, he or she may refuse
to issue the subpoena or may issue it in a modified
form upon any conditions consistent with these
rules.
(b) Motion to quash or modify.
(1) Any person to whom a hearing subpoena is
directed may file a motion to quash or modify such
subpoena, accompanied by a statement of the basis
for quashing or modifying the subpoena. The mo-
vant shall serve the motion on all parties, and any
party may respond to such motion within ten days of
service of the motion.
(2) Any motion to quash or modify a hearing sub-
poena must be filed prior to the time specified in the
subpoena for compliance, but not more than ten
days after the date of service of the subpoena upon
the movant.
(c) Enforcing subpoenas. If a subpoenaed person fails
to comply with any subpoena issued pursuant to this
section or any order of the administrative law judge
which directs compliance with all or any portion of a
document subpoena, the subpoenaing party or any
other aggrieved party may seek enforcement of the
subpoena pursuant to section 263.26(c).

Section 263.35—Conduct of hearings.

(@) General rules.

(1) Hearings shall be conducted so as to provide a
fair and expeditious presentation of the relevant
disputed issues. Each party has the right to present
its case or defense by oral and documentary evi-
dence and to conduct such cross examination as
may be required for full disclosure of the facts.

(2) Order of hearing. Enforcement Counsel shall
present its case-in-chief first, unless otherwise or-
dered by the administrative law judge, or unless
otherwise expressly specified by law or regulation.
Enforcement Counsel shall be the first party to
present an opening statement and a closing state-
ment, and may make a rebuttal statement after the
respondent’s closing statement. If there are multiple
respondents, respondents may agree among them-
selves as to their order of presentation of their
cases, but if they do not agree the administrative law
judge shall fix the order.

(3) Stipulations. Unless the administrative law judge
directs otherwise, all stipulations of fact and law
previously agreed upon by the parties, and all doc-
uments, the admissibility of which have been previ-
ously stipulated, will be admitted into evidence
upon commencement of the hearing.
(b) Transcript. The hearing must be recorded and
transcribed. The transcript shall be made available to
any party upon payment of the cost thereof. The
administrative law judge shall have authority to order
the record corrected, either upon motion to correct,
upon stipulation of the parties, or following notice to
the parties upon the administrative law judge’s own
motion. The administrative law judge shall serve no-
tice upon all parties that the certified transcript, to-
gether with all hearing exhibits and exhibits introduced
but not admitted into evidence at the hearing, has been
filed.

Section 263.36—Evidence.

(a) Admissibility.
(1) Except as is otherwise set forth in this section,
relevant, material, and reliable evidence that is not
unduly repetitive is admissible to the fullest extent
authorized by the Administrative Procedure Act and
other applicable law.
(2) Evidence that would be admissible under the
Federal Rules of Evidence is admissible in a pro-
ceeding conducted pursuant to this subpart.
(3) Evidence that would be inadmissible under the
Federal Rules of Evidence may not be deemed or
ruled to be inadmissible in a proceeding conducted
pursuant to this subpart if such evidence is relevant,
material, reliable and not unduly repetitive.

(b) Official notice.
(1) Official notice may be taken of any material fact
which may be judicially noticed by a United States
district court and any material information in the
official public records of any Federal or state gov-
ernment agency.
(2) All matters officially noticed by the administra-
tive law judge or Board shall appear on the record.
(3) If official notice is requested or taken of any
material fact, the parties, upon timely request, shall
be afforded an opportunity to object.

(¢} Documents.
(1) A duplicate copy of a document is admissible to
the same extent as the original, unless a genuine
issue is raised as to whether the copy is in some
material respect not a true and legible copy of the
original.
(2) Subject to the requirements of paragraph (a) of
this section, any document, including a report of
examination, supervisory activity, inspection or vis-
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itation, prepared by an appropriate Federal financial
institution regulatory agency or state regulatory
agency, is admissible either with or without a spon-
soring witness.
(3) Witnesses may use existing or newly created
charts, exhibits, calendars, calculations, outlines or
other graphic material to summarize, illustrate, or
simplify the presentation of testimony. Such mate-
rials may, subject to the administrative law judge’s
discretion, be used with or without being admitted
into evidence.
(d) Objections.
(1) Objections to the admissibility of evidence must
be timely made and rulings on all objections must
appear on the record.
(2) When an objection to a question or line of
questioning propounded to a witness is sustained,
the examining counsel may make a specific proffer
on the record of what he or she expected to prove by
the expected testimony of the witness, either by
representation of counsel or by direct interrogation
of the witness.
(3) The administrative law judge shall retain rejected
exhibits, adequately marked for identification, for
the record, and transmit such exhibits to the Board.
(4) Failure to object to admission of evidence or to
any ruling constitutes a waiver of the objection.
(e) Stipulations. The parties may stipulate as to any
relevant matters of fact or the authentication of any
relevant documents. Such stipulations must be re-
ceived in evidence at a hearing, and are binding on the
parties with respect to the matters therein stipulated.
(f) Depositions of unavailable witnesses.
(1) If a witness is unavailable to testify at a hearing,
and that witness has testified in a deposition to
which all parties in a proceeding had notice and an
opportunity to participate, a party may offer as
evidence all or any part of the transcript of the
deposition, including deposition exhibits, if any.
(2) Such deposition transcript is admissible to the
same extent that testimony would have been admis-
sible had that person testified at the hearing, pro-
vided that if a witness refused to answer proper
questions during the depositions, the administrative
law judge may, on that basis, limit the admissibility
of the deposition in any manner that justice requires.
(3) Only those portions of a deposition received in
evidence at the hearing constitute a part of the
record.

Section 263.37—Proposed findings and
conclusions.

(a) Proposed findings and conclusions and supporting
briefs.

(1) Any party may file with the administrative law
judge proposed findings of fact, proposed conclu-
sions of law, and a proposed order within 30 days
after the parties have received notice that the tran-
script has been filed with the administrative law
judge, unless otherwise ordered by the administra-
tive law judge.
(2) Proposed findings and conclusions must be sup-
ported by citation to any relevant authorities and by
page references to any relevant portions of the
record. A post-hearing brief may be filed in support
of proposed findings and conclusions, either as part
of the same document or in a separate document.
Any party who fails to file timely with the adminis-
trative law judge any proposed finding or conclusion
is deemed to have waived the right to raise in any
subsequent filing or submission any issue not ad-
dressed in such party’s proposed finding or conclu-
sion.
(b) Reply briefs. Reply briefs may be filed within 15
days after the date on which the parties’ proposed
findings, conclusions, and order are due. Reply briefs
must be strictly limited to responding to new matters,
issues, or arguments raised in another party’s papers.
A party who has not filed proposed findings of fact and
conclusions of law or a post-hearing brief may not file
a reply brief.
(c) Simultaneous filing required. The administrative
law judge shall not order the filing by any party of any
brief or reply brief in advance of the other party’s filing
of its brief.

Section 263.38—Recommended decision and
filing of record.

(a) Within 45 days after expiration of the time allowed
for filing reply briefs under section 263.37(b), the
administrative law judge shall file with and certify to
the Board for decision the record of the proceeding.
The record must include the administrative law judge’s
recommended decision, recommended findings of fact,
recommended conclusions of law, and proposed or-
der; all prehearing and hearing transcripts, exhibits,
and rulings; and the motions, briefs, memoranda, and
other supporting papers filed in connection with the
hearing. The administrative law judge shall serve upon
each party the recommended decision, findings, con-
clusions, and proposed order.

Section 263.39—Exceptions to recommended
decision.

(a) Filing exceptions. Within 30 days after service of
the recommended decision, findings, conclusions, and
proposed order under section 263.38, a party may file
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with the Board written exceptions to the administra-
tive law judge’s recommended decision, findings, con-
clusions or proposed order, to the admission or exclu-
sion of evidence, or to the failure of the administrative
law judge to make a ruling proposed by a party. A
supporting brief may be filed at the time the exceptions
are filed, either as part of the same document or in a
separate document.
(b) Effect of failure to file or raise exceptions.
(1) Failure of a party to file exceptions to those
matters specified in paragraph (a) of this section
within the time prescribed is deemed a waiver of
objection thereto.
(2) No exception need be considered by the Board if
the party taking exception had an opportunity to
raise the same objection, issue, or argument before
the administrative law judge and failed to do so.
(¢) Contents.
(1) All exceptions and briefs in support of such
exceptions must be confined to the particular mat-
ters in, or omissions from, the administrative law
judge’s recommendations to which that party takes
exception.
(2) All exceptions and briefs in support of excep-
tions must set forth page or paragraph references to
the specific parts of the administrative law judge’s
recommendations to which exception is taken, the
page or paragraph references to those portions of
the record relied upon to support each exception,
and the legal authority relied upon to support each
exception.

Section 263.40—Review by the Board.

(a) Notice of submission to the Board. When the
Board determines that the record in the proceeding is
complete, the Board shall serve notice upon the par-
ties that the proceeding has been submitted to the
Board for final decision.
(b) Oral argument before the Board. Upon the initia-
tive of the Board or on the written request of any party
filed with the Board within the time for filing excep-
tions, the Board may order and hear oral argument on
the recommended findings, conclusions, decision, and
order of the administrative law judge. A written re-
quest by a party must show good cause for oral
argument and state reasons why arguments cannot be
presented adequately in writing. A denial of a request
for oral argument may be set forth in the Board’s final
decision. Oral argument before the Board must be on
the record.
(c) Agency final decision.

(1) Decisional employees may advise and assist the

Board in the consideration and disposition of the

case. The final decision of the Board will be based

upon review of the entire record of the proceeding,
except that the Board may limit the issues to be
reviewed to those findings and conclusions to which
opposing arguments or exceptions have been filed
by the parties.

(2) The Board shall render a final decision within 90
days after notification of the parties that the case has
been submitted for final decision, or 90 days after
oral argument, whichever is later, unless the Board
orders that the action or any aspect thereof be
remanded to the administrative law judge for further
proceedings. Copies of the final decision and order
of the Board shall be served upon each party to the
proceeding, upon other persons required by statute,
and, if directed by the Board or required by statute,
upon any appropriate state or Federal supervisory
authority.

Section 263.41—Stays pending judicial review.

(a) The commencement of proceedings for judicial
review of a final decision and order of the Board may
not, unless specifically ordered by the Board or a
reviewing court, operate as a stay of any order issued
by the Board. The Board may, in its discretion, and on
such terms as it finds just, stay the effectiveness of all
or any part of its order pending a final decision on a
petition for review of that order.

Subpart B—Board Local Rules Supplementing
the Uniform Rules

Section 263.50—Purpose and scope.

(a) This subpart prescribes the rules of practice and
procedure governing formal adjudications set forth in §
263.50(b) of this subpart, and supplements the rules of
practice and procedure contained in subpart A of this
part.
(b) The rules and procedures of this subpart and
subpart A of this part shall apply to the formal adju-
dications set forth in section 263.1 of subpart A and to
the following adjudications:
(1) Suspension of a member bank from use of credit
facilities of the Federal Reserve System under sec-
tion 4 of the FRA (12 U.S.C. 301);
(2) Termination of a bank’s membership in the
Federal Reserve System under section 9 of the FRA
(12 U.S.C. 327);
(3) Issuance of a cease-and-desist order under sec-
tion 11 of the Clayton Act (15 U.S.C. 21);
(4) Adjudications under sections 2, 3, or 4 of the
BHC Act (12 U.S.C. 1841, 1842, or 1843);
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(5) Formal adjudications on bank merger applica-
tions under section 18(c) of the FDIA (12 U.S.C.
1828(c));

(6) Issuance of a divestiture order under section 5(e)
of the BHC Act (12 U.S.C. 1844(¢e));

(7) Imposition of sanctions upon any municipal
securities dealer for which the Board is the appro-
priate regulatory agency, or upon any person asso-
ciated or seeking to become associated with such a
municipal securities dealer, under section 15B(c)(5)
of the Exchange Act (15 U.S.C. 780-4); and

(8) Proceedings where the Board otherwise orders
that a formal hearing be held.

Section 263.51—Definitions.
As used in subparts B through G of this part:

(a) Secretary means the Secretary of the Board of
Governors of the Federal Reserve System;

(b) Member bank means any bank that is a member of
the Federal Reserve System.

Section 263.52—Address for filing.

(a) All papers to be filed with the Board shall be filed
with the Secretary of the Board of Governors of the
Federal Reserve System, Washington, D.C. 20551.

Section 263.53—Discovery depositions.

(a) In general. In addition to the discovery permitted
in subpart A of this part, limited discovery by means of
depositions shall be allowed for individuals with
knowledge of facts material to the proceeding that are
not protected from discovery by any applicable privi-
lege, and of identified expert witnesses. Except in
unusual cases, accordingly, depositions will be permit-
ted only of individuals identified as hearing witnesses,
including experts. All discovery depositions must be
completed within the time set forth in section
263.24(d).

(b) Application. A party who desires to take a deposi-
tion of any other party’s proposed witnesses, shall
apply to the administrative law judge for the issuance
of a deposition subpoena or subpoena duces tecum.
The application shall state the name and address of the
proposed deponent, the subject matter of the testi-
mony expected from the deponent and its relevancy to
the proceeding, and the address of the place and the
time, no sooner than ten days after the service of the
subpoena, for the taking of the deposition. Any such
application shall be treated as a motion subject to the
rules governing motions practice set forth in section
263.23.

(c) Issuance of subpoena. The administrative law
judge shall issue the requested deposition subpoena or
subpoena duces tecum upon a finding that the appli-
cation satisfies the requirements of this section and of
section 263.24. If the administrative law judge deter-
mines that the taking of the deposition or its proposed
location is, in whole or in part, unnecessary, unrea-
sonable, oppressive, excessive in scope or unduly
burdensome, he or she may deny the application or
may grant it upon such conditions as justice may
require. The party obtaining the deposition subpoena
or subpoena duces tecum shall be responsible for
serving it on the deponent and all parties to the
proceeding in accordance with section 263.11.
(d) Motion to quash or modify. A person named in a
deposition subpoena or subpoena duces tecum may
file a motion to guash or modify the subpoena or for
the issuance of a protective order. Such motions must
be filed within ten days following service of the sub-
poena, but in all cases at least five days prior to the
commencement of the scheduled deposition. The mo-
tion must be accompanied by a statement of the
reasons for granting the motion and a copy of the
motion and the statement must be served on the party
which requested the subpoena. Only the party request-
ing the subpoena may file a response to a motion to
quash or modify, and any such response shall be filed
within five days following service of the motion.
(e) Enforcement of a deposition subpoena. Enforce-
ment of a deposition subpoena shall be in accordance
with the procedures set forth in section 263.27(d).
(f) Conduct of the deposition. The deponent shall be
duly sworn, and each party shall have the right to
examine the deponent with respect to all non-privi-
leged, relevant and material matters. Objections to
questions or evidence shall be in the short form,
stating the ground for the objection. Failure to object
to questions or evidence shall not be deemed a waiver
except where the grounds for the objection might have
been avoided if the objection had been timely pre-
sented. The discovery deposition shall be transcribed
or otherwise recorded as agreed among the parties.
(®) Protective orders. At any time during the taking of
a discovery deposition, on the motion of any party or
of the deponent, the administrative law judge may
terminate or limit the scope and manner of the depo-
sition upon a finding that grounds exist for such relief.
Grounds for terminating or limiting the taking of a
discovery deposition include a finding that the discov-
ery deposition is being conducted in bad faith or in
such a manner as to:

(1) Unreasonably annoy, embarrass, or oppress the

deponent;

(2) Unreasonably probe into privilege, irrelevant or

immaterial matters; or
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(3) Unreasonably attempt to pry into a party’s
preparation for trial.

Section 263.54—Delegation to the Office of
Financial Institution Adjudication.

(a) Unless otherwise ordered by the Board, adminis-
trative adjudications subject to subpart A of this part
shall be conducted by an administrative law judge of
OFIA.

Section 263.55—Board as Presiding Officer.

(a) The Board may, in its discretion, designate itself,
one or more of its members, or an authorized officer,
to act as presiding officer in a formal hearing. In such
a proceeding, proposed findings and conclusions,
briefs, and other submissions by the parties permitted
in subpart A shall be filed with the Secretary for
consideration by the Board. Sections 263.38 and
263.39 of subpart A will not apply to proceedings
conducted under this section.

Section 263.56—Initial Licensing Proceedings.

(a) Proceedings with respect to applications for initial
licenses shall include, but not be limited to, applica-
tions for Board approval under section 3 of the BHC
Act and such proceedings as may be ordered by the
Board with respect to applications under section 18(c)
of the FDIA. In such initial licensing proceedings, the
procedures set forth in subpart A of this part shall
apply, except that the Board may designate a Board
Counsel to represent the Board in a nonadversary
capacity for the purpose of developing for the record
information relevant to the issues to be determined by
the Presiding Officer and the Board. In such proceed-
ings, Board Counsel shall be considered to be a
decisional employee for purposes of sections 263.9 and
263.40 of subpart A.

Subpart C—Rules and Procedures for
Assessment and Collection of Civil Money
Penalties

Section 263.60—Scope.

(a) The Uniform Rules set forth in subpart A of this
part shall govern the procedures for assessment of
civil money penalties, except as otherwise provided in
this subpart.

Section 263.61—Opportunity for informal
proceeding.

(a) In the sole discretion of the Board’s General
Counsel, the General Counsel may, prior to the issu-
ance by the Board of a notice of assessment of civil
penalty, advise the affected person that the issuance of
a notice of assessment of civil penalty is being consid-
ered and the reasons and authority for the proposed
assessment. The General Counsel may provide the
person an opportunity to present written materials or
request a conference with members of the Board’s
staff to show that the penalty should not be assessed
or, if assessed, should be reduced in amount.

Section 263.62—Relevant considerations for
assessment of civil penalty.

(a) In determining the amount of the penalty to be
assessed, the Board shall take into account the appro-
priateness of the penalty with respect to the financial
resources and good faith of the person charged, the
gravity of the misconduct, the history of previous
misconduct, the economic benefit derived by the per-
son from the misconduct, and such other matters as
Jjustice may require.

Section 263.63—Assessment order.

(a) In the event of consent to an assessment by the
person concerned, or if, upon the record made at an
administrative hearing, the Board finds that the
grounds for having assessed the penalty have been
established, the Board may issue a final order of
assessment of civil penalty. In its final order, the
Board may modify the amount of the penalty specified
in the notice of assessment.

(b) An assessment order is effective immediately upon
issuance, or upon such other date as may be specified
therein, and shall remain effective and enforceable
until it is stayed, modified, terminated, or set aside by
action of the Board or a reviewing court.

Section 263.64—Payment of civil penalty.

(a) The date designated in the notice of assessment for
payment of the civil penalty will normally be 60 days
from the issuance of the notice. If, however, the Board
finds in a specific case that the purposes of the
authorizing statute would be better served if the 60-
day period is changed, the Board may shorten or
lengthen the period or make the civil penalty payable
immediately upon receipt of the notice of assessment.
If a timely request for a formal hearing to challenge an
assessment of civil penalty is filed, payment of the
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penalty shall not be required unless and until the
Board issues a final order of assessment following the
hearing. If an assessment order is issued, it will specify
the date by which the civil penalty should be paid or
collected.

(b) Checks in payment of civil penalties should be
made payable to the ‘“‘Board of Governors of the
Federal Reserve System.’’ Upon collection, the Board
shall forward the amount of the penalty to the Trea-
sury of the United States.

Subpart D—Rules and Procedures Applicable
to Suspension or Removal of an Institution-
Affiliated Party Where a Felony is Charged or
Proven

Section 263.70—Purpose and scope.

(a) The rules and procedures set forth in this subpart
apply to informal hearings afforded to any institution-
affiliated party for whom the Board is the appropriate
regulatory agency, who has been suspended or re-
moved from office or prohibited from further partici-
pation in any manner in the conduct of the institution’s
affairs by a notice or order issued by the Board upon
the grounds set forth in section 8(g) of the FDIA
(12 U.S.C. 1818(g)).

Section 263.71—Notice or order of suspension,
removal, or prohibition.

(a) Grounds. The Board may suspend an institution-
affiliated party from office or prohibit an institution-
affiliated party from further participation in any man-
ner in the conduct of an institution’s affairs when the
person is charged in any information, indictment, or
complaint authorized by a United States attorney with
the commission of, or participation in, a crime involv-
ing dishonesty or breach of trust that is punishable by
imprisonment for a term exceeding one year under
State or Federal law. The Board may remove an
institution-affiliated party from office or prohibit an
institution-affiliated party from further participation in
any manner in the conduct of an institution’s affairs
when the person is convicted of such an offense and
the conviction is not subject to further direct appellate
review. The Board may suspend or remove an institu-
tion-affiliated party or prohibit an institution-affiliated
party from participation in an institution’s affairs in
these circumstances if the Board finds that continued
service to the financial institution or participation in its
affairs by the institution-affiliated party may pose a
threat to the interests of the institution’s depositors or
may threaten to impair public confidence in the finan-
cial institution.

(b) Contents. The Board commences a suspension,
removal, or prohibition action under this subpart with
the issuance, and service upon a institution-affiliated
party, of a notice of suspension from office, or order of
removal from office, or notice or order of prohibition
from participation in the financial institution’s affairs.
Such a notice or order shall indicate the basis for the
suspension, removal, or prohibition and shall inform
the institution-affiliated party of the right to request in
writing, within 30 days of service of the notice or
order, an opportunity to show at an informal hearing
that continued service to, or participation in the con-
duct of the affairs of, the financial institution does not
and is not likely to pose a threat to the interests of the
financial institution’s depositors or threaten to impair
public confidence in the financial institution. Failure to
file a timely request for an informal hearing shall be
deemed to be a waiver of the right to request such a
hearing. A notice of suspension or prohibition shall
remain in effect until the criminal charge upon which
the notice is based is finally disposed of or until the
notice is terminated by the Board.

(c) Service. The notice or order shall be served upon
the affiliated financial institution concerned, where-
upon the institution-affiliated party shall immediately
cease service to the financial institution or further
participation in any manner in the conduct of the
affairs of the financial institution. A notice or order of
suspension, removal, or prohibition may be served by
any of the means authorized for service under section
263.11(c)(2) of subpart A.

Section 263.72—Request for informal hearing.

(a) An institution-affiliated party who is suspended or
removed from office or prohibited from participation in
the institution’s affairs may request an informal hear-
ing within 30 days of service of the notice or order.
The request shall be filed in writing with the Secretary,
Board of Governors of the Federal Reserve System,
Washington, D.C. 20551. The request shall state with
particularity the relief desired and the grounds therefor
and shall include, when available, supporting evidence
in the form of affidavits. If the institution-affiliated
party desires to present oral testimony or witnesses at
the hearing, the institution-affiliated party must in-
clude a request to do so with the request for informal
hearing. The request to present oral testimony or
witnesses shall specify the names of the witnesses and
the general nature of their expected testimony.

Section 263.73—Order for informal hearing.

(a) Issuance of hearing order. Upon receipt of a timely
request for an informal hearing, the Secretary shall
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promptly issue an order directing an informal hearing
to commence within 30 days of the receipt of the
request. At the request of the institution-affiliated
party, the Secretary may order the hearing to com-
mence at a time more than 30 days after the receipt of
the request for hearing. The hearing shall be held in
Washington, D.C., or at such other place as may be
designated by the Secretary, before presiding officers
designated by the Secretary to conduct the hearing.
The presiding officers normally will include represen-
tatives from the Board’s Legal Division and the Divi-
sion of Banking Supervision and Regulation and from
the appropriate Federal Reserve Bank.
(b) Waiver of oral hearing. A institution-affiliated
party may waive in writing his or her right to an oral
hearing and instead elect to have the matter deter-
mined by the Board solely on the basis of written
submissions.
(c) Hearing procedures.
(1) The institution-affiliated party may appear at the
hearing personally, through counsel, or personally
with counsel. The institution-affiliated party shall
have the right to introduce relevant written materi-
als and to present an oral argument. The institution-
affiliated party may introduce oral testimony and
present witnesses only if expressly authorized by
the Board or the Secretary. Except as provided in
section 263.11, the adjudicative procedures of the
Administrative Procedure Act (5 U.S.C. 554-557)
and of subpart A of this part shall not apply to the
informal hearing ordered under this subpart unless
the Board orders that subpart A of this part applies.
(2) The informal hearing shall be recorded and a
transcript shall be furnished to the institution-affili-
ated party upon request and after the payment of the
cost thereof. Witnesses need not be sworn, unless
specifically requested by a party or the presiding
officers. The presiding officers may ask questions of
any witness.
(3) The presiding officers may order the record to be
kept open for a reasonable period following the
hearing (normally five business days), during which
time additional submissions to the record may be
made. Thereafter, the record shall be closed.
(d) Authority of presiding officers. In the course of or
in connection with any proceeding under this subpart,
the Board or the presiding officers are authorized to
administer oaths and affirmations, to take or cause to
be taken depositions, to issue, quash or modify sub-
poenas and subpoenas duces tecum, and, for the
enforcement thereof, to apply to an appropriate
United States district court. All action relating to
depositions and subpoenas shall be in accordance with
the rules provided in sections 263.34 and 263.53.
(e) Recommendation of presiding officers. The presid-

ing officers shall make a recommendation to the Board
concerning the notice or order of suspension, removal,
or prohibition within 20 calendar days following the
close of the record on the hearing.

Section 263.74—Decision of the Board.

(a) Within 60 days following the close of the record on
the hearing, or receipt of written submissions where a
hearing has been waived, the Board shall notify the
institution-affiliated party whether the notice of sus-
pension or prohibition will be continued, terminated,
or otherwise modified, or whether the order of re-
moval or prohibition will be rescinded or otherwise
modified. The notification shall contain a statement of
the basis for any adverse decision by the Board. In the
case of a decision favorable to the institution-affiliated
party, the Board shall take prompt action to rescind or
otherwise modify the order of suspension, removal or
prohibition.

(b) In deciding the question of suspension, removal, or
prohibition under this subpart, the Board shall not rule
on the question of the guilt or innocence of the
individual with respect to the crime with which the
individual has been charged.

Subpart E—Procedures for Issuance and
Enforcement of Directives to Maintain
Adequate Capital

Section 263.80—Purpose and scope.

(a) This subpart establishes procedures under which
the Board may issue a directive or take other action to
require a state member bank or a bank holding com-
pany to achieve and maintain adequate capital.

Section 263.81—Definitions.

(a) Bank holding company means any company that
controls a bank as defined in section 2 of the BHC Act,
12 U.S.C. 1841, and in the Board’s Regulation Y
(12 C.F.R. 225.2(b)) or any direct or indirect subsid-
iary thereof other than a bank subsidiary as defined in
section 2(c) of the BHC Act, 12 U.S.C. 1841(c), and in
the Board’s Regulation Y (12 C.F.R. 225.2(a)).

(b) Capital Adequacy Guidelines means those guide-
lines for bank holding companies and state member
banks contained in Appendix A and D to the Board’s
Regulation Y (12 C.F.R. Part 225), and in Appendix A
to the Board’s Regulation H (12 C.F.R. Part 208), or
any succeeding capital guidelines promulgated by the
Board.

(c) Directive means a final order issued by the Board
pursuant to ILSA (12 U.S.C. 3907(b)(2)) requiring a
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state member bank or bank holding company to in-
crease capital to or maintain capital at the minimum
level set forth in the Board’s Capital Adequacy Guide-
lines or as otherwise established under procedures
described in section 263.85 of this subpart.

(d) State member bank means any state-chartered
bank that is a member of the Federal Reserve System.

Section 263.82—Establishment of minimum
capital levels.

(a) The Board has established minimum capital levels
for state member banks and bank holding companies in
its Capital Adequacy Guidelines. The Board may set
higher capital levels as necessary and appropriate for a
particular state member bank or bank holding com-
pany based upon its financial condition, managerial
resources, prospects, or similar factors, pursuant to
the procedures set forth in section 263.85 of this
subpart.

Section 263.83—Issuance of capital directives.

(a) Notice of intent to issue directive. If a state
member bank or bank holding company is operating
with less than the minimum level of capital established
in the Board’s Capital Adequacy Guidelines, or as
otherwise established under the procedures described
in section 263.85 of this subpart, the Board may issue
and serve upon such state member bank or bank
holding company written notice of the Board’s intent
to issue a directive to require the bank or bank holding
company to achieve and maintain adequate capital
within a specified time period.
(b) Contents of notice. The notice of intent to issue a
directive shall include:

(1) The required minimum level of capital to be

achieved or maintained by the institution;

(2) Its current level of capital;

(3) The proposed increase in capital needed to meet

the minimum requirements;

(4) The proposed date or schedule for meeting these

minimum requirements;

(5) When deemed appropriate, specific details of a

proposed plan for meeting the minimum capital

requirements; and

(6) The date for a written response by the bank or

bank holding company to the proposed directive,

which shall be at least 14 days from the date of

issuance of the notice unless the Board determines a

shorter period is necessary because of the financial

condition of the bank or bank holding company.
(c) Response to notice. The bank or bank holding
company may file a written response to the notice

within the time period set by the Board. The response
may include:
(1) An explanation why a directive should not be
issued;
(2) Any proposed modification of the terms of the
directive;
(3) Any relevant information, mitigating circum-
stances, documentation or other evidence in support
of the institution’s position regarding the proposed
directive; and
(4) The institution’s plan for attaining the required
level of capital.
(d) Failure to file response. Failure by the bank or
bank holding company to file a written response to the
notice of intent to issue a directive within the specified
time period shall constitute a waiver of the opportunity
to respond and shall constitute consent to the issuance
of such directive.
(e) Board consideration of response. After considering
the response of the bank or bank holding company, the
Board may:
(1) Issue the directive as originally proposed or in
modified form;
(2) Determine not to issue a directive and so notify
the bank or bank holding company; or
(3) Seek additional information or clarification of the
response by the bank or bank holding company.
(f) Contents of directive. Any directive issued by the
Board may order the bank or bank holding company
to:
(1) Achieve or maintain the minimum capital re-
quirement established pursuant to the Board’s Cap-
ital Adequacy Guidelines or the procedures in sec-
tion 263.85 of this subpart by a certain date;
(2) Adhere to a previously submitted plan or submit
for approval and adhere to a plan for achieving the
minimum capital requirement by a certain date;
(3) Take other specific action as the Board directs to
achieve the minimum capital levels, including re-
quiring a reduction of assets or asset growth or
restriction on the payment of dividends; or
(4) Take any combination of the above actions.
(g) Request for reconsideration of directive. Any state
member bank or bank holding company, upon a
change in circumstances, may request the Board to
reconsider the terms of a directive and may propose
changes in the plan under which it is operating to meet
the required minimum capital level. The directive and
plan continue in effect while such request is pending
before the Board.

Section 263.84—Enforcement of directive.

(a) Judicial and administrative remedies.
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(1) Whenever a bank or bank holding company fails
to follow a directive issued under this subpart, or to
submit or adhere to a capital adequacy plan as
required by such directive, the Board may seek
enforcement of the directive, including the capital
adequacy plan, in the appropriate United States
district court, pursuant to section 908 (b)(2)(B)(it) of
ILSA (12 U.S.C. 3907(b)(2)(B)ii)) and to section
8(i) of the FDIA (12 U.S.C. 1818(i)), in the same
manner and to the same extent as if the directive
were a final cease-and-desist order.
(2) The Board, pursuant to section 910(d) of ILSA
(12 U.S.C. 3909(d)), may also assess civil money
penalties for violation of the directive against any
bank or bank holding company and any institution-
affiliated party of the bank or bank holding com-
pany, in the same manner and to the same extent as
if the directive were a final cease-and-desist order.
(b) Other enforcement actions. A directive may be
issued separately, in conjunction with, or in addition
to any other enforcement actions available to the
Board, including issuance of cease-and-desist orders,
the approval or denial of applications or notices, or
any other actions authorized by law.
(c) Consideration in application proceedings. In acting
upon any application or notice submitted to the Board
pursuant to any statute administered by the Board, the
Board may consider the progress of a state member
bank or bank holding company or any subsidiary
thereof in adhering to any directive or capital ade-
quacy plan required by the Board pursuant to this
subpart, or by any other appropriate banking supervi-
sory agency pursuant to ILSA. The Board shall con-
sider whether approval or a notice of intent not to
disapprove would divert earnings, diminish capital, or
otherwise impede the bank or bank holding company
in achieving its required minimum capital level or
complying with its capital adequacy plan.

Section 263.85-—Establishment of increased
capital level for specific institutions.

(a) Establishment of capital levels for specific institu-
tions. The Board may establish a capital level higher
than the minimum specified in the Board’s Capital
Adequacy Guidelines for a specific bank or bank
holding company pursuant to:
(1) A written agreement or memorandum of under-
standing between the Board or the appropriate Fed-
eral Reserve Bank and the bank or bank holding
company,
(2) A temporary or final cease-and-desist order
issued pursuant to section 8(b) or (¢) of the FDIA
(12 U.S.C. 1818(b) or (c));

(3) A condition for approval of an application or
issuance of a notice of intent not to disapprove a
proposal;

(4) Or other similar means; or

(5) The procedures set forth in paragraph (b) of this
section.

(b) Procedure to establish higher capital requirement.
(1) Notice. When the Board determines that capital
levels above those in the Board’s Capital Adequacy
Guidelines may be necessary and appropriate for a
particular bank or bank holding company under the
circumstances, the Board shall give the bank or
bank holding company notice of the proposed higher
capital requirement and shall permit the bank or
bank holding company an opportunity to comment
upon the proposed capital level, whether it should
be required and, if so, under what time schedule.
The notice shall contain the Board’s reasons for
proposing a higher level of capital.

(2) Response. The bank or bank holding company
shall be allowed at least 14 days to respond, unless
the Board determines that a shorter period is neces-
sary because of the financial condition of the bank or
bank holding company. Failure by the bank or bank
holding company to file a written response to the
notice within the time set by the Board shall consti-
tute a waiver of the opportunity to respond and shall
constitute consent to issuance of a directive contain-
ing the required minimum capital level.

(3) Board decision. After considering the response
of the institution, the Board may issue a written
directive to the bank or bank holding company
setting an appropriate capital level and the date on
which this capital level will become effective. The
Board may require the bank or bank holding com-
pany to submit and adhere to a plan for achieving
such higher capital level as the Board may set.

(4) Enforcement of higher capital level. The Board
may enforce the capital level established pursuant to
the procedures described in this section and any
plan submitted to achieve that capital level through
the procedures set forth in section 263.84 of this
subpart.

Subpart F—Practice Before the Board
Section 263.90—Scope.

(a) This subpart prescribes rules relating to general
practice before the Board on one’s own behalf or in a
representational capacity, including the circumstances
under which disciplinary sanctions—censure, suspen-
sion, or debarment—may be imposed upon persons
appearing in a representational capacity, including
attorneys and accountants, but not including employ-
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ees of the Board. These disciplinary sanctions, which
continue in effect beyond the duration of a specific
proceeding, supplement the provisions of section
263.6(b) of subpart A, which address control of a
specific proceeding.

Section 263.91—Censure, suspension or
debarment.

(a) The Board may censure an individual or suspend or
debar such individual from practice before the Board if
he or she engages, or has engaged, in conduct warrant-
ing sanctions as set forth in section 263.94; refuses to
comply with the rules and regulations in this part; or
with intent to defraud in any manner, willfully and
knowingly deceives, misleads, or threatens any client
or prospective client. The suspension or debarment of
an individual shall be initiated only upon a finding by
the Board that the conduct that forms the basis for the
disciplinary action is egregious.

Section 263.92—Definitions.

(a) As used in this subpart, the following terms shall
have the meaning given in this section unless the
context otherwise requires.

(b)(1) Practice before the Board includes any matters
connected with presentations to the Board or to any
of its officers or employees relating to a client’s
rights, privileges or liabilities under laws or regula-
tions administered by the Board. Such matters in-
clude, but are not limited to, the preparation of any
statement, opinion or other paper or document by
an attorney, accountant, or other licensed profes-
sional which is filed with, or submitted to, the
Board, on behalf of another person in, or in connec-
tion with, any application, notification, report or
document; the representation of a person at confer-
ences, hearings and meetings; and the transaction of
other business before the Board on behalf of another
person.

(2) Practice before the Board does not include work
prepared for an institution solely at its request for
use in the ordinary course of its business.

(c) Artorney means any individual who is a member in

good standing of the bar of the highest court of any

state, possession, territory, commonwealth, or the

District of Columbia.

(d) Accountant means any individual who is duly

qualified to practice as a certified public accountant or

a public accountant in any state, possession, territory,

commonwealth, or the District of Columbia.

Section 263.93—Eligibility to practice.

(a) Attorneys. Any attorney who is qualified to prac-
tice as an attorney and is not currently under suspen-
sion or debarment pursuant to this subpart may prac-
tice before the Board.

(b) Accountants. Any accountant who is qualified to
practice as a certified public accountant or public
accountant and is not currently under suspension or
debarment by the Board may practice before the
Board.

Section 263.94—Conduct warranting sanctions.

(a) Conduct for which an individual may be censured,
debarred or suspended from practice before the Board
includes, but is not limited to:

(b) Willfully violating or willfully aiding and abetting
the violation of any provision of the Federal banking
laws or the rules and regulations thereunder or con-
viction of any offense involving dishonesty or breach
of trust;

(c) Knowingly giving false or misleading information,
or participating in any way in the giving of false
information to the Board or to any Board officer or
employee, or to any tribunal authorized to pass upon
matters administered by the Board in connection with
any matter pending or likely to be pending before it.
The term ““information’’ includes facts or other state-
ments contained in testimony, financial statements,
applications, affidavits, declarations, or any other doc-
ument or written or oral statement;

(d) Directly or indirectly attempting to influence, or
offering or agreeing to attempt to influence, the official
action of any officer or employee of the Board by the
use of threats, false accusations, duress or coercion,
by the offer of any special inducement or promise of
advantage or by the bestowing of any gift, favor, or
thing of value;

(e¢) Disbarment or suspension from practice as an
attorney, or debarment or suspension from practice as
a certified public accountant or public accountant, by
any duly constituted authority of any state, posses-
sion, commonwealth, or the District of Columbia for
the conviction of a felony or misdemeanor involving
personal dishonesty or breach of trust in matters
relating to the supervisory responsibilities of the
Board, where the conviction has not been reversed on
appeal;

(f) Knowingly aiding or abetting another individual to
practice before the Board during that individual’s
period of suspension, debarment, or ineligibility;

(g) Contemptuous conduct in connection with practice
before the Board, and knowingly making false accusa-
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tions and statements, or circulating or publishing ma-
licious or libelous matter;

(h) Suspension or debarment from practice before the
OCC, the FDIC, the OTS, the Securities and Ex-
change Commission, the NCUA, or any other Federal
agency based on matters relating to the supervisory
responsibilities of the Board;

(i) Willful or knowing violation of any of the regula-
tions contained in this part.

Section 263.95—Initiation of disciplinary
proceeding.

(a) Receipt of information. An individual, including
any employee of the Board, who has reason to believe
that an individual practicing before the Board in a
representative capacity has engaged in any conduct
that would serve as a basis for censure, suspension or
debarment under section 263.94, may make a report
thereof and forward it to the Board.

(b) Censure without formal proceeding. Upon receipt
of information regarding an individual’s qualification
to practice before the Board, the Board may, after
giving the individual notice and opportunity to re-
spond, censure such individual.

(c) Institution of formal disciplinary proceeding. When
the Board has reason to believe that any individual
who practices before the Board in a representative
capacity has engaged in conduct that would serve as a
basis for censure, suspension or debarment under
section 263.94 the Board may, after giving the individ-
ual notice and opportunity to respond, institute a
formal disciplinary proceeding against such individual.
The proceeding shall be conducted pursuant to sec-
tion 263.97 and shall be initiated by a complaint issued
by the Board that names the individual as a respon-
dent. Except in cases when time, the nature of the
proceeding, or the public interest do not permit, a
proceeding under this section shall not be instituted
until the respondent has been informed, in writing, of
the facts or conduct which warrant institution of a
proceeding and the respondent has been accorded the
opportunity to comply with all lawful requirements or
take whatever action may be necessary to remedy the
conduct that is the basis for the initiation of the
proceeding.

Section 263.96—Conferences.

(a) General. The Board’s staff may confer with a
proposed respondent concerning allegations of mis-
conduct or other grounds for censure, debarment or
suspension, regardless of whether a proceeding for
debarment or suspension has been instituted. If a
conference results in a stipulation in connection with a

proceeding in which the individual is the respondent,
the stipulation may be entered in the record at the
request of either party to the proceeding.

(b) Resignation or voluntary suspension. In order to
avoid the institution of, or a decision in, a debarment
or suspension proceeding, a person who practices
before the Board may consent to suspension from
practice. At the discretion of the Board, the individual
may be suspended or debarred in accordance with the
consent offered.

Section 263.97—Proceedings under this
subpart.

(a) Except as otherwise provided in this subpart, any
hearing held under this subpart shall be held before an
administrative law judge of the OFIA pursuant to
procedures set forth in subparts A and B of this part.
The Board shall appoint a person to represent the
Board in the hearing. Any person having prior involve-
ment in the matter which is the basis for the suspen-
sion or debarment proceeding shall be disqualified
from representing the Board in the hearing. The hear-
ing shall be closed to the public unless the Board, sua
sponte or on the request of a party, otherwise directs.
The administrative law judge shall refer a recom-
mended decision to the Board, which shall issue the
final decision and order. In its final decision and order,
the Board may censure, debar or suspend an individ-
ual, or take such other disciplinary action as the Board
deems appropriate.

Section 263.98—Effect of suspension,
debarment or censure.

(a) Debarment. If the final order against the respon-
dent is for debarment, the individual will not thereafter
be permitted to practice before the Board unless
otherwise permitted to do so by the Board pursuant to
section 263.99 of this subpart.

(b) Suspension. If the final order against the respon-
dent is for suspension, the individual will not thereaf-
ter be permitted to practice before the Board during
the period of suspension.

(c) Censure. If the final order against the respondent is
for censure, the individual may be permitted to prac-
tice before the Board, but such individual’s future
representations may be subject to conditions designed
to promote high standards of conduct. If a written
letter of censure is issued, a copy will be maintained in
the Board’s files.

(d) Notice of debarment or suspension. Upon the
issuance of a final order for suspension or debarment,
the Board shall give notice of the order to appropriate
officers and employees of the Board, to interested
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departments and agencies of the Federal Government,
and to the appropriate authorities of the State in which
any debarred or suspended individual is or was li-
censed to practice.

Section 263.99—Petition for reinstatement.

(a) The Board may entertain a petition for reinstate-
ment from any person debarred from practice before
the Board. The Board shall grant reinstatement only if
the Board finds that the petitioner is likely to act in
accordance with the regulations in this part, and that
granting reinstatement would not be contrary to the
public interest. Any request for reinstatement shall be
limited to written submissions unless the Board, in its
discretion, affords the petitioner an informal hearing.

Subpart G—Rules Regarding Claims Under the
Equal Access to Justice Act

Section 263.100—Authority and scope.

(a) This subpart implements the provisions of the
Equal Access to Justice Act (5 U.S.C. 504) as they
apply to formal adversary adjudications before the
Board. The types of proceedings covered by this
subpart are listed in sections 263.1 and 263.50.

Section 263.101—Standards for awards.

(a) A respondent in a covered proceeding that prevails
on the merits of that proceeding against the Board, and
that is eligible under this subpart as defined in sec-
tion 263.103, may receive an award for fees and ex-
penses incurred in the proceeding unless the position
of the Board during the proceeding was substantially
justified or special circumstances make an award un-
just. The position of the Board includes, in addition to
the position taken by the Board in the adversary
proceeding, the action or failure to act by the Board
upon which the adversary proceeding was based. An
award will be reduced or denied if the applicant has
unduly or unreasonably protracted the proceedings.

Section 263.102—Prevailing party.

(a) Only an eligible applicant that prevailed on the
merits of an adversary proceeding may qualify for an
award under this subpart.

Section 263.103— Eligibility of applicants.

(a) General rule. To be eligible for an award under this

subpart, an applicant must have been named as a party
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to the adjudicatory proceeding and show that it meets

all other conditions of eligibility set forth below.

(b) Types of eligible applicant. An applicant is eligible

for an award only if it meets at least one of the

following descriptions:
(1) An individual with a net worth of not more than
$2 million at the time the adversary adjudication was
initiated;
(2) Any sole owner of an unincorporated business,
or any partnership, corporation, associations, unit
of local government or organization, the net worth
of which did not exceed $7,000,000 and which did
not have more than 500 employees at the time the
adversary adjudication was initiated;
(3) A charitable or other tax-exempt organization
described in section 501(c)(3) of the Internal Reve-
nue Code (26 U.S.C. 501(c)(3)) with not more than
500 employees at the time the adversary proceeding
was initiated; or
(4) A cooperative association as defined in section
15(a) of the Agricuitural Marketing Act (12 U.S.C.
1141j(a)) with not more than 500 employees at the
time the adversary proceeding was initiated.

(c) Factors to be considered. In determining the eligi-

bility of an applicant:
(1) An applicant who owns an unincorporated busi-
ness shall be considered as an ‘‘individual’’ rather
than a *‘sole owner of an unincorporated business’’
if the issues on which he or she prevailed are related
to personal interests rather than to business inter-
ests.
(2) An applicant’s net worth includes the value of
any assets disposed of for the purpose of meeting an
eligibility standard and excludes the value of any
obligations incurred for this purpose. Transfers of
assets or obligations incurred for less than reason-
ably equivalent value will be presumed to have been
made for this purpose.
(3) The net worth of a financial institution shall be
established by the net worth information reported in
conformity with applicable instructions and guide-
lines on the financial institution’s financial report to
its supervisory agency for the last reporting date
before the initiation of the adversary proceeding. A
bank holding company’s net worth will be consid-
ered on a consolidated basis even if the bank holding
company is not required to file its regulatory reports
to the Board on a consolidated basis.
(4) The employees of an applicant include all those
persons who were regularly providing services for
remuneration for the applicant, under its direction
and control, on the date the adversary proceeding
was initiated. Part-time employees are counted on a
proportional basis.
(5) The net worth and number of employees of the
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applicant and all of its affiliates shall be aggregated
to determine eligibility. As used in this subpart,
‘“affiliates’” are: individuals, corporations, and enti-
ties that directly or indirectly or acting through one
or more entities control at least 25% of the voting
shares of the applicant, and corporations and enti-
ties of which the applicant directly or indirectly
owns or controls at least 25% of the voting shares.
The Board may determine, in light of the actual
relationship among the affiliated entities, that aggre-
gation with regard to one or more of the applicant’s
affiliates would be unjust and contrary to the pur-
poses of this subpart and decline to aggregate the net
worth and employees of such affiliate; alternatively,
the Board may determine that financial relationships
of the applicant other than those described in this
paragraph constitute special circumstances that
would make an award unjust.

Section 263.104—Application for awards.

(a) Time to file. An application and any other pleading
or document related to the application may be filed
with the Board whenever the applicant has prevailed
in the proceeding within 30 days after service of the
final order of the Board disposing of the proceeding.
(b) Contents. An application for an award of fees and
expenses under this subpart shall contain:
(1) The name of the applicant and an identification of
the proceeding;
(2) A showing that the applicant has prevailed, and
an identification of the way in which the applicant
believes that the position of the Board in the pro-
ceeding was not substantially justified;
(3) If the applicant is not an individual, a statement
of the number of its employees on the date the
proceeding was initiated;
(4) A description of any affiliated individuals or
entities, as defined in section 263.103(c)(5), or a
statement that none exist;
(5) A declaration that the applicant, together with
any affiliates, had a net worth not more than the
maximum set forth in section 263.103(b) as of the
date the proceeding was initiated, supported by a
net worth statement conforming to the requirements
of section 263.105;
(6) A statement of the amount of fees and expenses
for which an award is sought conforming to sec-
tion 263.107; and
(7) Any other matters that the applicant wishes the
Board to consider in determining whether and in
what amount an award should be made.
(c) Verification. The application shall be signed by the
applicant or an authorized officer of or attorney for the
applicant. It shall also contain or be accompanied by a

written verification under oath or under penalty of
perjury that the information provided in the applica-
tion and supporting documents is true and correct.
(d) Service. The application and related documents
shall be served on all parties to the adversary proceed-
ing in accordance with section 263.11, except that
statements of net worth shall be served only on
counsel for the Board.

(e) Presiding officer. Upon receipt of an application,
the Board shall, if feasible, refer the matter to the
administrative law judge who heard the underlying
adversary proceeding.

Section 263.105—Statement of net worth.

(a) General rule. A statement of net worth shall be filed
with the application for an award of fees. The state-
ment shall reflect the net worth of the applicant and all
affiliates of the applicant, as specified in section
263.103(c)(5). In all cases, the administrative law judge
or the Board may call for additional information
needed to establish the applicant’s net worth as of the
initiation of the proceeding.
(b) Contents.
(1) Except as otherwise provided herein, the state-
ment of net worth may be in any form convenient to
the applicant which fully discloses all the assets and
liabilities of the applicant and all the assets and
liabilities of its affiliates, as of the time of the
initiation of the adversary adjudication. Unaudited
financial statements are acceptable for individual
applicants as long as the statement provides a reli-
able basis for evaluation, unless the administrative
law judge or the Board otherwise requires. Financial
statements or reports filed with or reported to a
Federal or State agency, prepared before the initia-
tion of the adversary proceeding for other purposes,
and accurate as of a date not more than three
months prior to the initiation of the proceeding, shall
be acceptable in establishing net worth as of the time
of the initiation of the proceeding, unless the admin-
istrative law judge or the Board otherwise requires.
(2) In the case of applicants or affiliates that are not
banks, net worth shall be considered for the pur-
poses of this subpart to be the excess of total assets
over total liabilitics, as of the date the underlying
proceeding was initiated, except as adjusted under
section 263.103(c)(5). The net worth of a bank
holding company shall be considered on a consoli-
dated basis. Assets and liabilities of individuals shall
include those beneficially owned.
(3) If the applicant or any of its affiliates is a bank,
the portion of the statement of net worth which
relates to the bank shall consist of a copy of the
bank’s last Consolidated Report of Condition and
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Income filed before the initiation of the adversary
adjudication. Net worth shall be considered for the
purposes of this subpart to be the total equity capital
(or, in the case of mutual savings banks, the total
surplus accounts) as reported, in conformity with
applicable instructions and guidelines, on the bank’s
Consolidated Report of Condition and Income filed
for the last reporting date before the initiation of the
proceeding.
(c) Statement confidential. Unless otherwise ordered
by the Board or required by law, the statement of net
worth shall be for the confidential use of the Board,
counsel for the Board, and the administrative law
judge.

Section 263.106—Measure of awards.

(a) General rule. Awards shall be based on rates
customarily charged by persons engaged in the busi-
ness of acting as attorneys, agents, and expert wit-
nesses, provided that no award under this subpart for
the fee of an attorney or agent shall exceed $75 per
hour. No award to compensate an expert witness shall
exceed the highest rate at which the Board pays expert
witnesses. An award may include the reasonable ex-
penses of the attorney, agent, or expert witness as a
separate item, if the attorney, agent, or expert witness
ordinarily charges clients separately for such ex-
penses.
(b) Determination of reasonableness of fees. In deter-
mining the reasonableness of the fee sought for an
attorney, agent, or expert witness, subject to the limits
set forth above, the administrative law judge shall
consider the following:

(1) If the attorney, agent, or expert witness is in

private practice, his or her customary fee for like

services.

(2) The prevailing rate for similar services in the

community in which the attorney, agent, or expert

witness ordinarily performs services;

(3) The time actually spent in the representation of

the applicant;

(4) The time reasonably spent in light of the difficulty

or complexity of the issues in the proceeding; and

(5) Such other factors as may bear on the value of

the services provided.
(¢) Awards for studies. The reasonable cost of any
study, analysis, test, project, or similar matter pre-
pared on behalf of an applicant may be awarded to the
extent that the charge for the service does not exceed
the prevailing rate payable for similar services, and the
study or other matter was necessary solely for prepa-
ration of the applicant’s case and not otherwise re-
quired by law or sound business or financial practice.

Section 263.107—Statement of fees and
expenses.

(a) The application shall be accompanied by a state-
ment fully documenting the fees and expenses for
which an award is sought. A separate itemized state-
ment shall be submitted for each professional firm or
individual whose services are covered by the applica-
tion, showing the hours spent in work in connection
with the proceeding by each individual, a description
of the specific services performed, the rate at which
each fee has been computed, any expenses for which
reimbursement is sought, the total amount claimed,
and the total amount paid or payable by the applicant
or by any other person or entity for the services
performed. The administrative law judge or the Board
may require the applicant to provide vouchers, re-
ceipts, or other substantiation for any expenses
claimed.

Section 263.108—Responses to application.

(a) By counsel for the Board.
(1) Within 20 days after service of an application,
counsel for the Board may file an answer to the
application.
(2) The answer shall explain in detail any objections
to the award requested and identify the facts relied
on in support of the Board’s position. If the answer
is based on any alleged facts not already in the
record of the proceeding, the answer shall include
either supporting affidavits or a request for further
proceedings under section 263.109, or both.
(b) Reply to answer. The applicant may file a reply
only if the Board has addressed in its answer any of the
following issues: that the position of the agency was
substantially justified, that the applicant unduly pro-
tracted the proceedings, or that special circumstances
make an award unjust. Any reply authorized by this
section shall be filed within 15 days of service of the
answer. If the reply is based on any alleged facts not
already in the record of the proceeding, the reply shall
include either supporting affidavits or a request for
further proceedings under section 263.109, or both.
(c) Additional response. Additional filings in the nature
of pleadings may be submitted only by leave of the
administrative law judge.

Section 263.109—Further proceedings.

(a) General rule. The determination of a recommended
award shall be made by the administrative law judge
on the basis of the written record of the adversary
adjudication, including any supporting affidavits sub-
mitted in connection with the application, unless, on
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the motion of either the applicant or Board counsel, or
sua sponte, the administrative law judge or the Board
orders further proceedings to amplify the record such
as an informal conference, oral argument, additional
written submissions, or an evidentiary hearing. Such
further proceedings shall be held only when necessary
for full and fair resolution of the issues arising from the
application and shall be conducted promptly and ex-
peditiously.

(b) Request for further proceedings. A request for
further proceedings under this section shall specifi-
cally identify the information sought or the issues in
dispute and shali explain why additional proceedings
are necessary.

(c) Hearing. The administrative law judge shall hold an
oral evidentiary hearing only on disputed issues of
material fact which cannot be adequately resolved
through written submissions.

Section 263.110—Recommended decision.

(a) The administrative law judge shall file with the
Board a recommended decision on the fee application
not later than 30 days after the submission of all
pleadings and evidentiary material concerning the ap-
plication. The recommended decision shall include
written proposed findings and conclusions on the
applicant’s eligibility and its status as a prevailing
party and, if applicable, an explanation of the reasons
for any difference between the amount requested and
the amount of the recommended award. The recom-
mended decision shall also include, if at issue, pro-
posed findings as to whether the Board’s position was
substantially justified, whether the applicant unduly
protracted the proceedings, or whether special circum-

stances make an award unjust. The administrative law
judge shall file the record of the proceeding on the fee
application upon the filing of the recommended deci-
sion and, at the same time, serve upon each party a
copy of the recommended decision, findings, conclu-
sions, and proposed order.

Section 263.111—Action by the Board.

(a) Exceptions to recommended decision. Within 20
days after service of the recommended decision, find-
ings, conclusions, and proposed order, the applicant
or counsel for the Board may file written exceptions
thereto. A supporting brief may also be filed.

(b) Decision by the Board. The Board shall render its
decision within 90 days after it has notified the parties
that the matter has been received for decision. The
Board shall serve copies of the decision and order of
the Board upon the parties. Judicial review of the
decision and order may be obtained as provided in
5 U.S.C. 504(c)(2).

3. Other Amendments

A. 12 C.F.R. 225.6(a) is amended by removing the
two references to ‘‘subpart B>’ from the second sen-
tence of that paragraph, and inserting in their place
‘‘subpart C"’.

B. 12 C.F.R. 262.3(1)(2) is amended by removing the
last sentence of that paragraph and by adding the
sentence ‘‘ Any such formal hearing is conducted by an
administrative law judge in accordance with subparts
A and B of the Board’s Rules of Practice For Hearings
(Part 263 of this chapter).”’ as the new last sentence of
that paragraph.

ORDERS ISSUED UNDER THE FINANCIAL INSTITUTIONS REFORM, RECOVERY, AND ENFORCEMENT

ACT (““FIRREA ORDERS”’)

Recent orders have been issued by the Staff Director of the Division of Banking Supervision and Regulation and
the General Counsel of the Board as listed below. Copies are available upon request to the Freedom of
Information Office, Office of the Secretary, Board of Governors of the Federal Reserve System, Washington,

D.C. 20551.

Bank Holding Company Thrift

Acquired

Approval
Date

Surviving
Bank(s)

BankAmerica Corporation,
San Francisco, California
Association,
Santa Barbara,
California

Santa Barbara Federal
Savings & Loan

Bank of America August 12, 1991
National Trust and

Savings Association,

San Francisco,

California
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FIRREA Orders—Continued

Bank Holding Company

Acquired
Thrift

Surviving
Bank(s)

Approval
Date

Bank America Corporation,
San Francisco, California

Seafirst Corporation,
Seattle, Washington

BB&T Financial Corporation,
Wilson, North Carolina

Trans Financial Bancorp,
Bowling Green, Kentucky

Olympic Savings Bank,
Seattle, Washington

BB&T Federal Savings
Bank of Pitt County,
Greenville, North
Carolina

BB&T Savings Bank of
Durham, Inc.,
Durham, North
Carolina

BB&T Federal Savings
Bank of High Point,
High Point, North
Carolina

Future Federal Savings
Bank,

Louisville, Kentucky
(Glasgow and
Tomkinsville Branches)

Seattle-First National
Bank,
Seattle, Washington

August 2, 1991

Branch Banking and
Trust Company,
Wilson, North
Carolina

July 30, 1991

Trans Financial Bank,
N.A,,
Bowling Green,
Kentucky

August 30, 1991

APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Secretary of the Board

Recent applications have been approved by the Secretary of the Board as listed below. Copies are available upon
request to the Freedom of Information Office, Office of the Secretary, Board of Governors of the Federal Reserve

System, Washington, D.C. 20551.

Section 3

Applicant(s)

Bank(s)

Effective
Date

First of America Bank Corporation,
Kalamazoo, Michigan

Morgan Community Bancorp, Inc.,
Jacksonville, Illinois

Volunteer Bancshares, Inc.,
Jackson, Tennessee

Morgan Community Bancorp, Inc.,
Jacksonville, Illinois

First of America Bank - Springfield,
N.A.,
Springfield, Illinois

Citizens State Bank,
Trenton, Tennessee

August 19, 1991

August 19, 1991

August 29, 1991
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Section 4

Applicant(s)

Bank(s)

Effective
Date

BankAmerica Corporation,
San Francisco, California

BankAmerica Corporation,
San Francisco, California

Seafirst Corporation,
Seattle, Washington

Manufacturers Hanover Corporation,

New York, New York

Manufacturers Hanover Corporation,

New York, New York
Trans Financial Bancorp,
Bowling Green, Kentucky

BAC CA Interim Federal Savings
Bank,
Santa Barbara, California

BAC WA Interim Federal Savings
Bank,
Seattle, Washington

Bank of America, N.T. & S.A.,
San Francisco, California

The New York Switch Corporation,
Fort Lee, New Jersey

T.F. Savings Bank,
Louisville, Kentucky

APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By Federal Reserve Banks

August 9, 1991

August 2, 1991

August 1, 1991

August 29, 1991

August 30, 1991

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

request to the Reserve Banks.

Section 3
. Reserve Effective
Applicant(s) Bank(s) Bank Date
Alpha Financial Group, Inc., Washburn Bancshares, Chicago August 20, 1991
Minonk, Illinois Inc.,
Washburn, Illinois
Bank Management Group, Ltd., First Winthrop Chicago August 22, 1991
Manchester, lowa Bancorporation, Inc.,
Winthrop, lowa
Coalwell Bancorporation, Ogema State Bank, Minneapolis August 19, 1991
Ogema, Minnesota Ogema, Minnesota
Crowell Bancshares, Inc., Crowell State Bank, Dallas August 15, 1991
Crowell, Texas Crowell, Texas
Eufaula BancCorp, Inc., 1st AmBanc, Inc., Atlanta August 14, 1991
Eufaula, Alabama Destin, Florida
Farmers and Merchants Rushmore Financial Minneapolis August 7, 1991
Investment Co., Services, Inc.,
Watertown, South Dakota Watertown, South
Dakota
First Bancshares, Inc., First Bank of Chicago August 15, 1991
Schaumburg, Illinois Schaumburg,
Schaumburg, Illinois
First Iowa State Shares, Inc., First Iowa State Bank, Chicago July 29, 1991

Albia, Iowa

Albia, Iowa
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve
Bank

Effective
Date

First Medicine Lodge
Bancshares, Inc.,

The C-M Company, Inc.,

Medicine Lodge,

Kansas City

July 30, 1991

Medicine Lodge, Kansas Kansas

First North Financial Services, Karlstad State Bank,
Inc., Karlstad, Minnesota
Karlstad, Minnesota

First of Huron Corporation,
Bad Axe, Michigan

Great Lakes Financial
Resources, Inc.
Employee Stock Ownership
Plan,
Homewood, Ilinois

FS Bancshares, Inc., Fox Lake Bankshares, Chicago
Madison, Wisconsin Inc.,

Fox Lake, Wisconsin

Minneapolis July 31, 1991

State Bank of Port Hope,  Chicago
Port Hope, Michigan

Great Lakes Financial Chicago
Resources, Inc.,
Homewood, Illinois

August 2, 1991

August 5, 1991

August 15, 1991

Hansen Freeborn, Inc., First State Bank of Minneapolis August 2, 1991
Freeborn, Minnesota Freeborn,
Freeborn, Minnesota
Mid-America National Bancorp, Mid-America National Chicago August 16, 1991

Inc., Bank of Chicago,
Chicago, Ilinois Chicago, Illinois

MidAmerican Corporation, Kaw Valley Bancshares,
Prairie Village, Kansas Inc.,

Kansas City, Kansas
Regional Missouri Bank,
Marceline, Missouri
The Roscoe State Bank, Dallas

Roscoe, Texas

Kansas City August 21, 1991

RMB Bancshares, Inc.,
Marceline, Missouri

Roscoe Financial Corporation,
Roscoe, Texas

Kansas City August 12, 1991

August 12, 1991

Rushmore Financial Services, Rushmore State Bank, Minneapolis August 7, 1991
Inc., Rapid City, South
Watertown, South Dakota Dakota

The Scott Stuart Family Stuart Family Kansas City August 1, 1991

Partnership,

Lincoln, Nebraska
Security Pacific Bank

Idaho, N.A.,

Coeur d’Alene, Idaho

Partnership,
Lincoln, Nebraska
Security Pacific Corporation,
Los Angeles, California
Security Pacific Bancorporation
Northwest,
Seattle, Washington
Siouxland Bank Holding
Company,
Sioux Falls, South Dakota

San Francisco July 25, 1991

Dakota Bankshares, Inc.,  Minneapolis August 2, 1991

Fargo, North Dakota

Wesbanco, Inc., Albright Bancorp, Inc., Cleveland August 8, 1991
Wheeling, West Virginia Kingwood, West
Virginia
West Bend Bancorp., Iowa State Bank, Chicago August 8, 1991

West Bend, Iowa West Bend, Iowa
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Section 3—Continued
. Reserve Effective
Applicant(s) Bank(s) Bank Date
Western Banshares, Inc., Western Bank, N.A., Kansas City July 29, 1991
Alliance, Nebraska Bridgeport, Nebraska
Wisconsin Financial First National Bank and Chicago July 25, 1991
Bancorporation, Inc., Trust Company of
Minneapolis, Minnesota Baraboo,
Baraboo, Wisconsin
The Bank of Edgar,
Edgar, Wisconsin
Section 4
Applicant(s) Nonbanking Reserve Effective
PP Activity/Company Bank Date
Allied Irish Banks, plc, Internet, Inc., Richmond August 5, 1991
Dublin, Ireland Reston, Virginia
First Maryland Bancorp,
Baltimore, Maryland
Area Bancshares Corporation, First Federal Savings and  St. Louis August 9, 1991

Owensboro, Kentucky

Loan Association of
Bowling Green,
Bowling Green,

Kentucky
Bancorp Hawaii, Inc., Bancorp Investment San Francisco August 6, 1991
Honolulu, Hawaii Group, Ltd.,

Honolulu, Hawaii

The Chase Manhattan Chase Home Mortgage New York August 2, 1991
Corporation, Corporation,
New York, New York Tampa, Florida
Eastern Iowa Bancshares, Midland Insurance Chicago August 15, 1991
Onslow, Iowa Agency,
Onslow, Iowa
First Virginia Banks, Inc., Ferraro & Pinholster, Richmond July 31, 1991
Falls Church, Virginia Inc.,
Fairfax, Virginia
F.N.B. Corporation, Dollar Interim Savings Cleveland July 26, 1991
Hermitage, Pennsylvania Association,
New Castle,
Pennsylvania
F.N.B. Corporation, Regency Consumer Cleveland July 24, 1991

Hermitage, Pennsylvania

Discount Company,
Inc.,
Scranton, Pennsylvania
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Section 4—Continued

Applicant(s) Nonbanking Reserve Effective
PP Activity/Company Bank Date
Norwest Corporation, AVCO Financial Services  Minneapolis August 7, 1991
Minneapolis, Minnesota of Madison Heights,
Norwest Financial Services, Inc., Inc.,
Des Moines, Iowa Des Moines, Iowa
Norwest Financial, Inc., AVCO Mortgage and
Des Moines, Iowa Acceptance, Inc.,
Des Moines, lowa
Skandinaviska Enskilda Banken,  Enskilda Securities Inc., New York August 9, 1991
Stockholm, Sweden New York, New York
United Community Bancorp, Roosevelt Interim Federal St. Louis July 30, 1991

Inc.,

Greenfield, Illinois
Yutan BanCorp, Inc.,

Yutan, Nebraska

Savings Bank,

Gillespie, Illinois
Yutan Insurance Agency,

Yutan, Nebraska

APPLICATIONS APPROVED UNDER BANK MERGER ACT

Kansas City

August 21, 1991

. Reserve Effective
Applicant(s) Bank(s) Bank Date
Boatmen’s Bank of Vandalia, The Boatmen's National St. Louis August 5, 1991

Vandalia, Missouri

Central Banking Group, Inc.,
Oklahoma City, Oklahoma

PENDING CASES INVOLVING THE BOARD OF

Bank of St. Louis,
St. Louis, Missouri
Lakeshore Bank, N.A.,
Oklahoma City,

Oklahoma

Kansas City

August 1, 1991

Fields v. Board of Governors, No. 3:91CV069 (N.D.

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.

In re Smouha, No. 91-B-13569 (Bkr. S.D. New York,
filed August 2, 1991). Ancillary proceeding under
the U.S. Bankruptcy Code brought by provisional
liquidators of BCCI Holdings (Luxembourg) S.A.
and affiliated companies. On August 15, 1991, the
bankruptcy court issued a temporary restraining
order staying certain judicial and administrative
actions.

Hanson v. Greenspan, No. 91-1599 (D.D.C., filed
June 28, 1991). Suit for return of funds and financial
instruments allegedly owned by plaintiffs.

Ohio, filed February 5, 1991). Appeal of denial of
request for information under the Freedom of Infor-
mation Act.

State of Hlinois v. Board of Governors, No. 90-3824

(7th Circuit, appeal filed December 19, 1990). Ap-
peal of injunction restraining the Board from provid-
ing state examination materials in response to a
Congressional subpoena. On November 30, 1990,
the U.S. District Court for the Northern District of
Illinois issued a preliminary injunction preventing
the Board and the Chicago Reserve Bank from
providing documents relating to the state examina-
tion in response to the subpoena. The House Com-
mittee on Banking, Finance and Urban Affairs ap-
pealed the injunction. On July 25, 1991, the court of
appeals dismissed the appeal as moot.

Citicorp v. Board of Governors, No. 90-4124 (2d
Circuit, filed October 4, 1990). Petition for review of
Board order requiring Citicorp to terminate certain
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insurance activities conducted pursuant to Delaware
law by an indirect nonbank subsidiary. On June 10,
1991, the court of appeals granted the petition and
vacated the Board’s order.

Stanley v. Board of Governors, No. 90-3183 (7th
Circuit, filed October 3, 1990). Petition for review of
Board order imposing civil money penalties on five
former bank holding company directors. On
August 15, 1991, the court of appeals affirmed the
Board’s order.

Sibille v. Federal Reserve Bank of New York and
Board of Governors, No. 90-CIV-5898 (S.D. New
York, filed September 12, 1990). Appeal of denial
of Freedom of Information Act request. On May
13, 1991, the court heard argument on the plain-
tiff’'s motion for a Vaugn index and the Board’s
motion to dismiss. On July 9, the court denied the
plaintiff’s motion and granted the Board’s motion
to dismiss.

Burke v. Board of Governors, No. 90-9509 (10th
Circuit, filed February 27, 1990). Petition for review
of Board orders assessing civil money penalties and
issuing orders of prohibition. On July 31, 1991, the
court of appeals affirmed the Board’s orders.

Kaimowitz v. Board of Governors, No. 90-3067 (11th
Circuit, filed January 23, 1990). Petition for review
of Board order dated December 22, 1989, approving
application by First Union Corporation to acquire
Florida National Banks. Petitioner objects to ap-
proval on Community Reinvestment Act grounds.

Consumers Union of U.S., Inc. v. Board of Gover-
nors, No. 90-5186 (D.C. Circuit, filed June 29,
1990). Appeal of District Court decision upholding
amendments to Regulation Z implementing the

Home Equity Loan Consumer Protection Act. On
July 12, 1991, the Court of Appeals affirmed the
majority of district court decision upholding the
Board’s regulations, but remanded two issues to the
Board for further action.

Synovus Financial Corp. v. Board of Governors, No.
89-1394 (D.C. Circuit, filed June 21, 1989). Petition
for review of Board order permitting relocation of a
bank holding company’s national bank subsidiary
from Alabama to Georgia. Awaiting decision.

MCorp v. Board of Governors, No. 89-2816 (Sth Cir-
cuit, filed May 2, 1989). Appeal of preliminary injunc-
tion against the Board enjoining pending and future
enforcement actions against a bank holding company
now in bankruptcy. On May 15, 1990, the Fifth
Circuit vacated the district court’s order enjoining
the Board from proceeding with enforcement actions
based on section 23A of the Federal Reserve Act, but
upheld the district court’s order enjoining such ac-
tions based on the Board’s source-of-strength doc-
trine. 900 F.2d 852 (5th Cir. 1990). On March 4, 1991,
the Supreme Court granted the parties’ cross-peti-
tions for certiorari, Nos. 90-913, 90-914. Oral argu-
ment is scheduled for October 2, 1991.

MCorp v. Board of Governors, No. CA3-88-2693
(N.D. Texas, filed October 10, 1988). Application
for injunction to set aside temporary cease and
desist orders. Stayed pending outcome of MCorp v.
Board of Governors, 900 F.2d 852 (5th Cir. 1990).

White v. Board of Governors, No. CU-S-88-623-RDF
(D. Nevada, filed July 29, 1988). Age discrimination
complaint. Board’s motion to dismiss or for sum-
mary judgment was denied on January 3, 1991.
Awaiting trial date.
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Membership of the Board of Governors
of the Federal Reserve System, 1913-91

APPOINTIVE MEMBERS!

Name Federal Reserve Date of initial Other dates and information relating
District oath of office to membership?
Charles S. Hamlin........... Reappointed in 1916 and 1926. Served until
Feb. 3, 1936.3
Paul M. Warburg ............ Term expired Aug. 9, 1918.
Frederic A. Delano i Resigned July 21, 1918.
W.P.G. Harding.............. Term expired Aug. 9, 1922.
Adolph C. Miller............. Reappointed in 1924. Reappointed in 1934

from the Richmond District. Served until
Feb. 3, 1936.3

Albert Strauss ................ New York ........... Oct. 26, 1918 Resigned Mar. 15, 1920.
Henry A. Moehlenpah ..... Chicago............... Nov. 10, 1919 Term expired Aug. 9, 1920.
Edmund Platt................. New York ........... June 8, 1920 Reappointed in 1928. Resigned
Sept. 14, 1930.
David C. Wills................ Cleveland ............ Sept. 29, 1920 Term expired Mar. 4, 1921.
John R. Mitchell ............. Minneapolis ......... May 12, 1921 Resigned May 12, 1923,
Milo D. Campbell ........... Chicago............... Mar. 14, 1923 Died Mar. 22, 1923.
Daniel R. Crissinger ........ Cleveland ............ May 1, 1923 Resigned Sept. 15, 1927.
George R. James............. St. Louis ............. May 14, 1923 Reappointed in 1931. Served until
Feb. 3, 1936.4
Edward H. Cunningham...Chicago....................... do........ Died Nov. 28, 1930.
Roy A. Young................ Minneapolis ......... Oct. 4, 1927 Resigned Aug. 31, 1930.
Eugene Meyer................ New York ........... Sept. 16, 1930 Resigned May 10, 1933.
Wayland W. Magee......... Kansas City ......... May 18, 1931 Term expired Jan. 24, 1933.
Eugene R. Black............. Atlanta................ May 19, 1933 Resigned Aug. 15, 1934,
M.S. Symczak................ Chicago............... June 14, 1933 Reappointed in 1936 and 1948. Resigned
May 31, 1961.
J.J. Thomas .....c............. Kansas City .........cc.ou.nt do........ Served until Feb. 10, 1936.3
Marriner S. Eccles.......... San Francisco ...... Nov. 15, 1934 Reappointed in 1936, 1940, and 1944.
Resigned July 14, 1951.
Joseph A. Broderick........ New York ........... Feb. 3, 1936 Resigned Sept. 30, 1937.
John K. McKee.............. Cleveland .......cccoevneenie. do........ Served until Apr. 4, 1946.3
Ronald Ransom .............. Atlanta.........covvevvieannns do........ Reappointed in 1942. Died Dec. 2, 1947.
Ralph W. Morrison ......... Dallas ................. Feb. 10, 1936 Resigned July 9, 1936.
Chester C. Davis ............ Richmond............ June 25, 1936 Reappointed in 1940. Resigned Apr. 15, 1941.
Ernest G. Draper............ New York ........... Mar. 30, 1938 Served until Sept. 1, 1950.3
Rudolph M. Evans.......... Richmond............ Mar. 14, 1942 Served until Aug. 13, 1954.3
James K. Vardaman, Jr. ..St. Louis.............. Apr. 4, 1946 Resigned Nov. 30, 1958.
Lawrence Clayton........... Boston................ Feb. 14, 1947 Died Dec. 4, 1949,
Thomas B. McCabe......... Philadelphia ......... Apr. 15, 1948 Resigned Mar. 31, 1951.
Edward L. Norton .......... Atlanta................ Sept. 1, 1950 Resigned Jan. 31, 1952.
Oliver S. Powell ............. Minneapolis ................. do........ Resigned June 30, 1952,
Wm. McC. Martin, Jr......New York ........... April 2, 1951 ReJappo3inted in 1956. Term expired
an. 31, 1970.
A.L. Mills, Jr.....ccco....... San Francisco ...... Feb. 18, 1952 Reappointed in 1958. Resigned Feb. 28, 1965.
J.L. Robertson ............... Kansas City........ccc...... do........ Reappointed in 1964. Resigned Apr. 30, 1973.
C. Canby Balderston ....... Philadelphia.......... Aug. 12, 1954 Served through Feb. 28, 1966.
Paul E. Miller................. Minneapolis ......... Aug. 13, 1954 Died Oct. 21, 1954.
Chas. N. Shepardson....... Dallas.......c......... Mar. 17, 1955 Retired Apr. 30, 1967.
G.H. King, Jr................. Atlanta................ Mar. 25, 1959 Reappointed in 1960. Resigned
Sept. 18, 1963.
George W. Mitchell ......... Chicago............... Aug. 31, 1961 Reappointed in 1962. Served until
Feb. 13, 1976.3
J. Dewey Daane ............. Richmond............ Nov. 29, 1963 Served until Mar. 8, 1974.3
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Name Federal Reserve Date of initial Other dates and information relating
District oath of office to membership?
Sherman J. Maisel........... San Francisco ...... Apr. 30, 1965 Served through May 31, 1972.
Andrew F. Brimmer-........ Philadelphia ......... Mar. 9, 1966 Resigned Aug. 31, 1974,
William W. Sherrill ......... Dallas .......cc..u..ees May 1, 1967 Reappointed in 1968. Resigned Nov. 15, 1971.
Arthur F. Burns.............. New York ........... Jan. 31, 1970 Term began Feb. 1, 1970.
Resigned Mar. 31, 1978.
John E. Sheehan............. St. Louis.............. Jan. 4, 1972 Resigned June 1, 1975.
Jeffrey M. Bucher........... San Francisco ...... June §, 1972 Resigned Jan. 2, 1976.
Robert C. Holland........... Kansas City ......... June 11, 1973 Resigned May 15, 1976.
Henry C. Wallich............ Boston................ Mar. 8, 1974 Resigned Dec. 15, 1986.
Philip E. Coldwell........... Dallas .......c......... Oct. 29, 1974 Served through Feb. 29, 1980.
Philip C. Jackson, Jr........ Atlanta......c......... July 14, 1975 Resigned Nov. 17, 1978.
J. Charles Partee............. Richmond............ Jan. §, 1976 Served until Feb. 7, 1986.3
Stephen S. Gardner-......... Philadelphia ......... Feb. 13, 1976 Died Nov. 19, 1978.
David M. Lilly ............... Minneapolis ......... June 1, 1976 Resigned Feb. 24, 1978.
G. William Miller............ San Francisco ...... Mar. 8, 1978 Resigned Aug. 6, 1979.
Nancy H. Teeters ........... Chicago............... Sept. 18, 1978 Served through June 27, 1984.
Emmett J. Rice............... New York ........... June 20, 1979 Resigned Dec. 31, 1986.
Frederick H. Schultz ....... Atlanta................ July 27, 1979 Served through Feb. 11, 1982.
Paul A. Volcker...... ...Philadelphia .........Aug. 6, 1979 Resigned August 11, 1987.
Lyle E. Gramley..... ...Kansas City ......... May 28, 1980 Resigned Sept. 1, 198S.
Preston Martin ............... San Francisco ...... Mar. 31, 1982 Resigned April 30, 1986.
Martha R. Seger ............. Chicago............... July 2, 1984 Resigned March 11, 1991
Wayne D. Angell ............ Kansas City ......... Feb. 7, 1986
Manuel H. Johnson......... Richmond............ Feb. 7, 1986 Resigned August 3, 1990.
H. Robert Heller............. San Francisco ...... Aug. 19, 1986 Resigned July 31, 1989.
Edward W. Kelley, Jr...... Dallas ................. May 26, 1987 Reappointed in 1990.
Alan Greenspan.............. New York ........... Aug. 11, 1987
John P. LaWare.............. Boston................ Aug. 15, 1988
David W. Mullins, Jr......... St. Louis.............. May 21, 1990
Chairmen? Vice Chairmen®
Charles S. Hamlin ........ Aug. 10, 1914-Aug. 9, 1916 Frederic A. Delano....... Aug. 10, 1914-Aug. 9, 1916
W.P.G. Harding........... Aug. 10, 1916-Aug. 9, 1922 Paul M. Warburg.......... Aug. 10, 1916-Aug. 9, 1918
Daniel R. Crissinger...... May 1, 1923-Sept. 15, 1927 Albert Strauss.............. Oct. 26, 1918-Mar. 15, 1920
Roy A. Young ............. Oct. 4, 1927-Aug. 31, 1930 Edmund Platt .............. July 23, 1920-Sept. 14, 1930
Eugene Meyer ..... ...Sept. 16, 1930-May 10, 1933  J.J. Thomas...... ...Aug. 21, 1934-Feb. 10, 1936
Eugene R. Black.......... May 19, 1933-Aug. 15, 1934  Ronald Ransom............ Aug. 6, 1956-Dec. 2, 1947
Marriner S. Eccles ....... Nov. 15, 1934-Jan. 31, 1948  C. Canby Balderston.....Mar. 11, 1955-Feb. 28, 1966
Thomas B. McCabe...... Apr. 15, 1948-Mar. 31, 1951 J.L. Robertson............. Mar. 1, 1966-Apr. 30, 1973

Wm. McC. Martin, Jr. ..Apr. 2, 1951-Jan. 31, 1970

Arthur F. Bumns........... Feb. 1, 1970-Jan. 31, 1978
G. William Miller ......... Mar. 8, 1978-Aug. 6, 1979
Paul A. Volcker........... Aug. 6, 1979-Aug. 11, 1987
Alan Greenspan ........... Aug. 11, 1987-

EX-OFFICIO MEMBERS'

Secretaries of the Treasury

W.G. McAdoo............. Dec. 23, 1913-Dec. 15, 1918
Carter Glass........ovueuees Dec. 16, 1918-Feb. 1, 1920
David F. Houston ........ Feb. 2, 1920-Mar. 3, 1921
Andrew W. Mellon....... Mar. 4, 1921-Feb. 12, 1932
Ogden L. Mills ............ Feb. 12, 1932-Mar. 4, 1933

William H. Woodin....... Mar. 4, 1933-Dec. 31, 1933
Henry Morgenthau Jr. ...Jan. 1, 1934-Feb. 1, 1936

George W. Mitchell ...... May 1, 1973-Feb. 13, 1976
Stephen S. Gardner ...... Feb. 13, 1976-Nov. 19, 1978
Frederick H. Schuliz ....July 27, 1979-Feb. 11, 1982
Preston Martin............. Mar. 31, 1982-Mar. 31, 1986
Manuel H. Johnson ...... Aug. 4, 1986-Aug. 3, 1990
David W. Mullins, Jr. ...July 24, 1991-

Comptrollers of the Currency
John Skelton Williams...Feb. 2, 1914-Mar. 2, 1921
Daniel R. Crissinger...... Mar. 17, 1921-Apr. 30, 1923

Henry M. Dawes.......... May 1, 1923-Dec. 17, 1924
Joseph W. Mclntosh.....Dec. 20, 1924-Nov. 20, 1928
JW.Pole........ccooveennnn. Nov. 21, 1928-Sept. 20, 1932
J.E.T. O’Connor .......... May 11, 1933-Feb. 1, 1936

1. Under the provisions of the original Federal Reserve Act, the
Federal Reserve Board was composed of seven members, including
five appointive members, the Secretary of the Treasury. who was
ex-officio chairman of the Board, and the Comptroller of the Cur-
rency. The original term of office was ten years, and the five original
appointive members had terms of two, four, six, eight, and ten years
respectively. In 1922 the number of appointive members was in-
creased to six, and in 1933 the term of office was increased to twelve
years. The Banking Act of 1935, approved Aug. 23, 1935, changed the
name of the Federal Reserve Boarc{’ to the Board of Governors of the
Federal Reserve System and provided that the Board should be
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composed of seven appointive members; that the Secretary of the
Treasury and the Comptroller of the Currency should continue to
serve as members until Feb, 1, 1936, or until their successors were
appointed and had qualified; and that thereafter the terms of members
should be fourteen years and that the designation of Chairman and
Vice Chairman of the Board should be for a term of four years.

2. Date after words ‘‘Resigned’’ and ‘‘Retired’’ denotes final day of
service.

3. Successor took office on this date.

4. Chairman and Vice Chairman were designated Governor and
Vice Governor before Aug. 23, 1935.
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Money Stock and Bank Credit A3

1.10 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Percent annual rate of change, seasonally adjusted!

1990 1991 1991
Monetary and credit aggregates
Q3 Q4 Q1 Q2 Mar. Apr. May June July
Reserves of depository institutions*®
otal..... f . p ..... ry .................................... ~.5 3.9 9.2 3.4 -1.1 -4.1 16.4 8.67 2.0
2 Required ................ ~.5 1.7 4.7 9.3 14.7 -.6 16.7 9.3 4.5
3 Nonborrowed 38 7.8 9.1 3.8 -.8 -39 14.7 7.8 -4.4
4 Monetary base 9.1 9.9 14.5 3.9 6.0 -1.5 34 3.8 55
Concepts of money, liquid assets, and debt*
5 Ml 37 34 5.9 7.3 9.5 -1.3 13.5 9.6 1.8
6 M2.. 3.0 2.0 34 4.6 7.4 2.8 4.2 1.47 -3.7
7 M3, 1.6 9 4.0 1.8 2.5 5 5 -2.0 -4.6
8L... 1.9 1.7 3.2 -2.7 =2 -8.7 —5.8 7.3 n.a.
9 Debt 7.1 5.5 4.8 4.0 43 1.4 5. 5.6 n.a.
Nomrgnsactl'on components
10 IN M2 L. it i i 2.7 1.5 2.6 3. 6.7 4.1 1.1 -1.3¥ -5.6
LI M3onlyS. . o e -38 =35 6.7 -10.1" | ~18.07 -89 | —15Y | -17.1 -8.4
Time and savings deposits
Commercial banks
12 Savings .............o. 5.9 5.2 10.2 6.4 154 18.1 4.4 21.07 13.9
13 MMDAS............... 8.2 35 6.1 16.8" 17.8 15.17 18.6 13.8 10.4
12 Small-denomination time , .. 1533 115 g8 | -17 46 -73 -58 1.0 -1.4
15 Large-denomination time® -2.2 -8.5 12.0 3 -3.6 ~4.2" 2.4" -3.6" ~12.1
Thrift institutions
16 SaVIDES .. .vetii i e e -33 -7.3 -.5 16.6" 14.7 20.7 18.1 11.4 8.0
17 MMDAS........ovvnnens -7.7 -7.2 -9 21.2 18.7 3.0 30.7 123 14.0
18 Small-denomination time’ ... -11.0 -8.6 -9.8 -13.77 | —14.2 -9.6 -14.9 | -26.5 ~22.1
19  Large-denomination time® .. .............c.ooiiiiiiains =273 -26.3 -31.9 -35.1" -34.5 -30.1 —46.3" -42.4" ~38.1
Money market mutual funds
20 General purpose and broker-dealer .............c....oivun.ns 10.0 9.8 18.2 6.7 17.8 2.3 3.0 -2.6 16.1
21 INSttUtoN-ONlY . .....ooiiuvniit e 21.6 30.4 49.9 23.0 233 30.4 4.9 -23.8 2.6
Debt components‘
22 Federal. .. oouiu ettt e 14.4 11.6 12.2 5.4 5.1 -4.1 10.3 14.9 n.a.
23 Nonfederal. . ...o.vuniiiiine it 4.8 37 24 3.5 4.1 3.2 5 2.6 n.a.

1. Unless otherwise noted, rates of change are calculated from average
outstanding in preceding month or quarter.
2. Figures incorporate adjustments for discontinuities associated with regula-
tory changes in reserve requirements. (See also table 1.20.)
3. Seasonally adj d, break-adj d y base of (1) season-
ally adjusted, break-adjusted total reserves (line 1), plus (2) the seasonally
adjusted currency component of the money stock, glus (3) (for all quarterly
reporters on the “‘Report of Transaction Accounts, Other Deposits and Vault
Cash” and for all those weekly reporters whose vault cash exceeds their required
reserves) the seasonally adjusted, break adjusted difference between current vault
cash and the amount applied to satisfy current reserve requirements.
4, Composition of the money stock measures and debt is as follows:
M1: (1) currency outside the Treasury, Federal Reserve Banks, and the vaulti

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

g}recll'night RPs and Eurodollars held by institution-only money market mutual
nds.

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
and other debt instruments, Data are derived from the Federal

of depository institutions; (2) travelers checks of nonbank issuers; (3} d
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 (OCDs), consisting of negotiable order of withdrawal (NOW) and
automatic 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 depository institutions and overnight Eurodollars issued to
U.S. residents by foreign branches of U.S. banks worldwide, money market
deposit accounts (MMDAs), savings and small-d ination time deposi
(time deposits—including retail repurchase agr s (RPs)—in 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 bal at depository instituti 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 $100,000 or more) issued by all depository institutions, term Eurodol-
lars held by U.S. residents at foreign branches of U.S. banks worldwide and at all

Reserve Board’s flow of funds accounts. Data on debt of domestic nonfinancial
sectors are monthly averages, derived by averaging adjacent month-end levels.
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
&gcner.al purpose and broker-dealer), MMDAs, and savings and small time

eposits.

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

7. Smali-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.

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

9. Large-denomination time deposits at commercial banks less those held by
money market mutual funds, depository institutions, and foreign banks and
official institutions.
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A4 Domestic Financial Statistics [0 October 1991

1.11 RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT

Millions of dollars

Monthly averages of

daily figures Weekly averages of daily figures for week ending

Factor 1991 1991

May June July June 19 June 26 July 3 July 10 July 17 July 24 July 31

SuPPLYING RESERVE FUNDS

1 Reserve Bank credit outstanding ........... 286,418 | 291,288 | 294,061 290,052 291,196 | 294,771 296,684 294,025 | 292,545 291,567
U.S. government securities'
2 Bought outright-system account ....... 243,104 247,135 249,075 246,321 246,157 247,102 248,003 249,038 250,830 249,318
3 Held under repurchase agreements .. .. 298 527 2,766 4] 1,195 4,372 6,319 2,623 0 0
Federal agency obligations
4 Boughtoutright ..................... 6,246 6,213 6,196 6,213 6,213 6,213 6,213 6,213 6,190 6,159
b) Held under repurchase agree: .. 29 98 241 (] 149 624 526 190 0 0
6 Acceptances ................... .. 0 0 0 0 0 0 0 0 0 0
Loans to depository institutions?
7 Adjustment credit ............ ... ... 60 201 88 44 84 574 37 145 146 32
8 Seasonal credit ......... . 151 222 320 214 270 288 292 300 339 362
9 Extended credit ........ .. 89 7 45 6 9 7 3 3 4 186
10 Float.................oo0n .. 492 402 474 465 99 664 490 405 349 630
11 Other Federal Reserve assets .. .o 35949 36,481 34,856 36,789 37,019 34,926 34,801 35,109 34,686 34,880
12 Goldstock ..ot 11,058 11,060 11,062 11,062 11,062 11,062 11,062 11,062 11,062 11,062
13 Special drawing rights certificate account .. 10,018 10,018 10,018 10,018 10,018 10,018 10,018 10,018 10,018 10,018
14 Treasury currency outstanding ............ 20,670 20,723 20,769 20,724 20,738 20,752 20,759 20,767 20,775 20,783

ABSORBING RESERVE FUNDS

15 Currency in circulation .................. 288,789 | 290,896 | 293,560 | 290,921 290,567 | 292,317 | 294,859 | 294,311 292,888 | 292,278

16 Treasury cash holdings .................. 641 623 615 623 620 616 621 621 613 606

Deposits, other than reserve balances, with
Federal Reserve Banks

17 Treasury ............ ..o 5,275 6,428 6614 5977 5,745 9,507 7,081 6,646 6,033 6,470
18 Foreign .............oiiiiiiiiiiiiian, 227 228 242 226 216 271 244 229 221 239
19 Service-related balances and
adjustments .............oiiiniiin 3,504 3,194 3,239 3,253 3,178 3,277 3,218 3,144 3316 3,260
20 Other ...t 222 210 219 204 224 215 189 287 192 213
21 Other Federal Reserve liabilities and
capital ... 7,415 8,288 7,812 8,241 8,190 7,344 7,646 7,912 7,909 8,006
22 Reserve balances wjth Federal
Reserve Banks® ..................... 22,091 23,223 23,609 22,412 24,275 23,056 24,665 22,721 23,227 22,357
End-of-month figures Wednesday figures
199t 1991
May June July June 19 | June 26 July 3 July 10 July 17 July 24 July 31

SuPPLYING RESERVE FUNDS

1 Reserve Bank credit outstanding ........... 291,168 291,795 293,653 291,139 294,980 294,039 299,245 293,558 290,994 293,653
U.S. government securities': 2
2 Bought outright-system account ....... 248,111 247,484 250,978 248,626 246,578 247,350 250,530 250,225 249,177 250,978
3 Held under repurchase greements P 0 962 0 (i} 4,611 4,393 6,155 682 0 0
Federal agency obligations
4 Bought outright ..................... 6,213 6,213 6,159 6,213 6,213 6,213 6,213 6,213 6,159 6,159
5 Held under repurchase agreements . ... 0 477 0 0 748 476 424 150 0 0
6  ACCEPANCES. .........c.iieeiiiiainaanas 0 0 0 1] 0 0 i} 0 0 0
Loans to depository institutions®
7 Adjustment credit ................... 20 1,182 85 61 68 31 24 33 81 85
8 Seasonal credit ........... .. 163 290 359 241 275 286 295 316 357 359
9 Extended credit .......... .. 23 7 130 8 8 5 2 2 6 130
10 Float..........c..ooviuinnn . 457 433 900 =711 =792 748 672 962 420 900
11 Other Federal Reserve assets .. 36,181 34,747 35,043 36,700 37,271 34,535 34,931 34,975 34,793 35,043
12 Goldstock ...............co.il . 11,057 11,062 11,062 11,062 11,062 11,062 11,062 11,062 11,062 11,062
13 Special drawing rights certificate acc . 10,018 10,018 10,018 10,018 10,018 10,018 10,018 10,018 10,018 10,018
14 Treasury currency outstanding ............ 20,694 20,752 20,783 20,724 20,738 20,752 20,759 20,767 20,775 20,783

ABSORBING RESERVE FUNDS

15 Currency in circulation .................. 290,507 291,563 292,59 290,907 290,941 294,317 295,198 293,659 292,497 292,596

16 Treasury cash holdings .................. 629 613 605 622 613 621 621 621 606 605

Deposits, other than reserve balances, with
Federal Reserve Banks

17 Treasury .......c..cooviiineiiniiiiannn 6,619 11,822 5,831 7,483 5,419 6,371 5,043 7,111 4,644 5,831
18 Foreign ...........c.ciiiiiiiiiiin 196 224 314 244 233 208 186 219 200 314
19 Service-related balances and
adjustments . ......ii i 3,185 3,283 3,260 3,253 3,178 3,277 3,218 3,144 3,316 3,260
200 Other ..i.vvvveiiiierieiiineonnininnns 225 213 212 210 262 199 184 232 174 212
21 Other Federal Reserve liabilities and
capital ... 8,570 7,082 8165 7,878 8,107 7,256 7,847 7,633 7,758 8,165

22 Reserve balances

Reserve Banks 23,008 18,826 24,533 22,346 28,046 23,622 28,787 22,787 23,655 24,533

1. Includes securities loaned—fully guaranteed by U.S. government securities 3. Excludes required clearing balances and adjustments to compensate for
pledged with Federal Reserve Banks—and excludes any securities sold and float.
scheduled to be bought back under matched sale-purchase transactions. Notke. For amounts of currency and coin held as reserves, see table 1.12.

2. Beginning with the May 1990 Bulletin, this table has been revised to Components may not sum to totals because of rounding.

correspond with the H.4.1 statistical release.
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Money Stock and Bank Credit AS
1.12 RESERVES AND BORROWINGS Depository Institutions’
Millions of dollars
Monthly averages’
Reserve classification 1988 1989 1990 199t
Dec Dec Dec. Jan. Feb. Mar Apr. May June July
1 Reserve balance; js with Reserve Banks? ......... 37,837 35,436 30,237 22,023 19,827 21,734 23,508 22,287 23,685 23273
2 Total vaultcash’ .. ,............ooiiiniionu 8,204 29,822 31,777 33,220 33,477 30,896 30,556 30,720 30,524 31,322
3 Applied vault cash? 909 27,374 28,884 ,969 28,724 6,853 26,793 26,776 26,722 27,390
4 Surplus vault cash’ . 2,448 2,893 4,250 4,753 4,043 3,763 3,944 3,801 3,932
5 Total reserves®........ 62,810 59,120 50,992 48,551 48,586 50,301 49,063 50,407" 50,663
6 Required reServes ..........ovoeevineiiausonnns 2,6! 61,888 57,456 48,824 46,743 47,408 49,271 48,033 49,399 49,754
7 Excess reserve balances at Reserve Banks’ ..... 1,047 922 1,665 2,168 1,809 1,179 1,030 1,029 1,008" 908
8 Total borrowings at Reserve Banks ............ 1,716 265 326 534 252 241 231 303 340 607
9  Seasonal borrowings at Reserve Banks . 130 84 7% 33 37 S5 79 151 222 317
10 Extended credit at Reserve Banks®........... 1,244 20 23 27 34 53 86 88 8 46
Biweekly averages of daily figures for weeks ending
1991

Apr. 3 Apr. 17 May 1 May 15 | May 29 | June 12 | June 26 | July 10" | July 24 Aug 7
1 Reserve balances with Reserve Banks® ......... 21,949 24,257 23,061 22,907 21,363 24,027 23,344 23,853 22,977 23,036
2 Total vaultcash’ ... ................c.oll 30,309 30,705 30,340 31,235 29,787 30,926 31,327 31,351 31,257
3 Applied vault cash 26,762 26,781 26,532 27,114 26,115 27,048 27,404 27,456 27,237
4  Surplus vault cash’. ... 3,547 3,924 3,809 4,121 3,672 3,878 3,923 3,895 4,019
5 Total reserves®. ........... 51,019 49,842 49,438 48,477 50,142 50,392 51,256 50,433 50,274
6 Required reServes ... ...ovevuevneonnezonens 50,218 48,645 48,469 47,358 49,411 49,110 50,374 49,493 49,391
7 Excess reserve balances at Reserve Banks’ .. ... 1,374 801 1,198 970 1,120 731 1,282 883 940 883
8 Total borrowings at Reserve Banks ............ 212 224 244 314 299 283 314 601 469 892
9  Seasonal borrowings at Reserve B?nks ....... 68 70 92 138 165 176 242 290 320 351
10 Extended credit at Reserve Banks®........... 62 76 103 128 59 9 8 5 4 188

1. These data also appear in the Board's H.3 (502) release. For address, see in-
side front cover.

2. Excludes required clearing balances and adjustments to compensate for float
and includes other off-balance sheet ‘‘as-of*’ adjustments.

3. Total ‘‘lagged” vault cash held by those depository institutions currently
subject to reserve requirements. Dates refer to the maintenance periods in which
the vault cash can be used to satisfy reserve ogulrementsA Under contempora-
neous reserve requir s end 30 days after the lagged
computation periods in which the balances are held.

4. All vault cash held during the fagged computation period by ‘‘bound™
institutions (i.e., those whose required reserves exceed their vault cash) plus the
amount of vault cash applied during the maintenance period by ‘‘nonbound’
institutions (i.e., those whose vault cash exceeds their required reserves) to

satisfy current reserve requirements.

5. Total vault cash (line 2) less applied vault cash (line 3).

@ 6. gi)eserve balances with Federal Reserve Banks (line 1) plus applied vault cash
ine 3).

7. Total reserves (line 5) less required reserves (line 6).

8. 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.

9. Data are prorated monthly averages of biweekly averages.
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A6 Domestic Financial Statistics 33 October 1991

1.13 SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS Large Banks!
Millions of dollars, averages of daily figures

1991, week ending Monday

Maturity and source
Feb. 11 | Feb. 18 | Feb. 25 Mar. 4 | Mar. 11 | Mar. 18 | Mar. 25 Apr. 1 Apr. 8

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 ............ 77,369 77,708 74,061 80,759 79,628 75,762 68,931 71,048 81,372
2 For all other maturities . ..........ocoviviiiienninne, 16,373 16,890 15,830 15,491 16,159 17,951 17,530 17,436 16,378
From other dgrository institutions, foreign banks and
foreign official institutions, and U.S. government
agencies
3 For one day or under continuing contract............. 31,641 32,389 30,568 31,090 30,565 27,997 31,312 29,035 31,718
4 Forall other maturities .............covieviviinin, 20,923 20,465 20,124 20,826 20,988 21,676 21,386 20,783 20,730

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

S5 For one day or under continuing contract. . 8,867 9,251 10,175 10,522 10,881 10,781 11,007 8,015 12,995

6  For all other maturities................... | 21,241 18,651 17,298 17,441 17,643 18,006 17,847 18,183 18,620
All other customers

7  For one day or under continuing contract. ............ 25,119 26,218 25,408 24,972 23,766 24,677 24,147 22,908 25,150

8 For all other maturities . ...................oooiennn 11,855 11,635 11,292 11,340 11,584 11,888 11,983 12,587 10,903

MEeMmo: Federal funds loans and resale agreements in
immediately available funds in maturities of one day
or under continuing contract

9 To commercial banks in the Unizted States.............. 42,209 42,099 40,092 46,140 42,822 41,746 39,240 41,515 44,681

10 To all other specified customers® ...................... 19,334 19,820 18,528 21,409 17,879 20,324 17,401 15,289 17,841
1. Banks with assets of $4 billion or more as of Dec. 31, 1988. 2. Brokers and nonbank dealers in securities; other depository institutions;
These data also appear in the Board's H.5 (507) release. For address, see inside foreign banks and official institutions; and United States government agencies.

front cover.
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Policy Instruments A7

1.14 FEDERAL RESERVE BANK INTEREST RATES
Percent per year

Current and previous levels

Adiustment credit Extended credit?
and .
Feder;] R;serve seasonal credit First 30 days of borrowing After 30 days of borrowing’
an
On Effective Previous On Effective Previous On Effective Previous .
8/30/91 date rate 8130191 date rate 830191 date rate - Effective date

Boston.......... 5 4/30/91 6 51 4/30/91 6 6.15 8/22/91 6.35 8/8/91
New York ...... 4/30/91 4/3091 8/22/91 8/8/91
Philadelphia. .. .. 4/30/91 4/30/91 8/22/91 8/8/91
Cleveland ........ 5/1/91 5/1/191 8/22/91 8/8/91
Richmond....... 4/30/91 4/30/91 8/22/91 8/8/91
Atlanta ......... 4/30/91 4/3091 8/22/91 8/8/91
Chicago......... 4/30/91 4/30/91 8/22/91 8/8/91
St. Louis. - 5/291 5/2/91 8/2291 8/8/91
Minneapolis . 4/30/91 4/30/91 8/22/91 8/8/91
Kansas City . 4/30191 4/30/91 8/22/91 8/8/91
Dallas . ... .. 4/3091 4/30/91 8/22/91 8/8/91
San Francisco . .. 54 4/30/91 6 b17] 4/3091 6 6.15 8/22/91 6.35 8/8/91

Range of rates for adjustment credit in recent years*

Range (or F.R. Range (or F.R. Range (or F.R.
Effective date }:ﬁ'iy; Bg'f'k Effective date kﬁ’ﬁ? E Bg}’k Effective date .}:l‘l/%); Bg?k
Banks N.Y. Banks N.Y. Banks N.Y.
In effect Dec. 31, 1977........ 6 6 13-14 14 1985—May 20 .............. 728 v
1978—Jan. 9 (%] 14 14 b Z V2 k2%
6Y2 13-14 13
May 7 3 13 1986—Mar. 7-7V2 7
7 12 12 7 7
Tuly TVa Apr. 6¥2-7 6Y2
s 1982—July 11} July 6 6
Aug. T 11%2 Aug. 516 5l
Sept. 8 Aug. 1t 5¥z h1%]
Oct. 82 11
:37] 10y 1987—Sept. 4............... S5¥-6 6
Nov. 9ls 10 L 6 6
9 10
Oct 94 1988—Aug. 662 (7]
1979—July 10 9l (37] 614
Aug. 102 Nov. 9
102 9 1989-—Feb., 6Y2-7 7
Sept. 11 Dec 9 7 7
11 814
Oct. lg 8 1990—Dec. 62 62
1
1984—Apr. 9 1991—Feb. 6-6%2 6
1980—Feb. 13 9 6 6
1 13 Nov 151 Apr. 5—6 5V
May 13 8la May 5% 5%
12 Dec. 8
June H In effect Aug. 30, 1991 ....... b17] h2%]
July 10
10
Sept. . 11
Nov. 17 ... 1 12
Dec. § 12-13 13

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 tﬂgt 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 seasonal program was established on Mar. 8,
1985, and the interest rate was a fixed rate 1. percent above the rate on adjustment
cresgit. The program was reestablished for 1986 and 1987 but was not renewed for
1

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

3. For extended-credit loans outstanding more than thirty 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 four 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 (O October 1991

1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Type of deposit, a!nd

Depository institution requirements
after implementation of the
Monetary Contro) Act

deposit interval
Pg;;gr;:tgf Effective date
Net transaction accounts™ *
$0 milHon=34 1.1 mIlHON. .. ..o e e s 3 12/18/90
More than $41.1 MiHHON .. ... .o e e s 12 12/18/9%0
Nonpersonal time deposits™ & ... ... .. oot ittt et e e 0 12/27/90
T T T (L1 L R 0 12/27/90

1. Required reserves must be held in the form of deposits with Federal Reserve
Banks or vault cash. Nonmember institutions 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 or the Federal Reserve 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 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. 20, 1988, the exemption was raised from $3.2
million to $3.4 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); and (2) net other transaction
accounts. The exemption applies only to 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
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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).

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 change in transaction accounts held by
all depository institutions, determined as of June 30 each year. Effective Dec. 18,
1990 for institutions reporting quarterly and Dec, 25, 1990 for institutions
reporting weekly, the amount was increased from $40.4 million to $41.1 million,

5. The reserve requirements on nonpersonal time deposits with an original
maturity of less than 1-1/2 years were reduced from 3 percent to 1-1/2 percent on
the maintenance period that began December 13, 1990, and to zero for the
maintenance period that began December 27, 1990, for institutions that report
weekly. The reserve requirement on nonpersonal time deposits with an original
maturity of 1-1/2 years or more has been zero since October 6, 1983.

6. For institutions that report quarterly, the reserves on nonpersonal time
deposits with an original maturity of less than 1-1/2 years were reduced from 3
percent to zero on January 17, 1991.

7. The reserve requirements on Eurocurrency liabilities were reduced from 3
percent to zero in the same manner and on the same dates as were the reserves on
nonpersonal time deposits with an original maturity of less than 1-1/2 years (see
notes S and 6).



Policy Instruments A9
1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS'
Millions of dollars
1990 1991
Type of transaction 1988 1989 1990
Dec Jan. Feb. Mar Apr. May June
U.S. TREASURY SECURITIES
Qutright transactions (excluding matched
transactions)
Treasury bills
I Gross purchases 8,223 14,284 24,739 0 0 1,967 313 %08 3,411 37
2 Gross sales 587 12,818 7,291 2,350 120 0 0 0 0 0
3 Exchanges 241,876 231,211 241,086 16,939 23,7027 21,38t 18,808 21,981 27,548 19.680
4 Redemptions ................oiiiiiiiiiinns ,200 12,730 ,400 3,000 ,000 0 0 0 0 0
QOthers within 1 year
S Grosspurchases ...........cccoiiiiianiin, 2,176 327 425 0 0 100 700 o 200 0
6 Grosssales.........coiiiiiiiiiiiiiiiie 0 0 0 0 0 0 0 0 ¢ 0
7  Maturity shifts. ... 23,854 28,848 25,638 1,991 989 2,292 413 4,324 5,175 0
8  Exchanges .. —24,588 | -25,783 | —27,424 0| —-1,326 3,045 -1,877 ~993 —4,887 0
9 Redemptions ...........cooviiniinniainnnes 0 500 0 0 0 0 0 0 4] 0
1to 5 years
10 Grosspurchases ............ccooeviianenenes 5,485 1,436 250 0 0 0 2,950 o Q 0
11 Grosssales.............. 800 490 200 200 (] 0 0 0 0 0
12 Maturity shifts -~25,534 | 21,770 | -1,991 ~778 -1,909 =213  -4,214 -3,410 0
13 Exchanges .............ccoiiiviieceiinnenans 23,250 25,410 0 929 2,545 1,877 777 4,287 0
5 to 10 years
14 Grosspurchases ..............ooviiiiiieens 1,579 287 0 0 0 350 50 0 0 0
15 Grosssales.............. 175 29 100 100 0 0 0 0 0 0
16 Maturity shifts -5946 | 2,231 -2,186 0 -212 -23 —200 ~110 1,605 0
17 Exchanges ..............cooviivineiiinnnnns 1,797 1,934 789 Q 397 400 0 216 400 0
More than 10 years
18 Grosspurchases .........coovveniieiiinaann. 1,398 284 0 0 0 0 ] 0 ] 0
19 Grosssales.............. 0 0 0 0 0 0 0 0 Q [
20 Maturity shifts —-188 —-1,086 —1,681 [} 0 -361 0 0 —160 0
21 Exchanges .............oviiiiiiiiiiiiiia 275 600 1,226 0 0 100 0 0 200 0
All maturities
22 Gross purchases 18,863 16,617 25,414 0 0 2,417 4,013 7,397 3,611 37
23 Grosssales ......co0un 1,562 13,337 7,591 2,650 120 0 0 0 0 0
24 Redemptions ..........coeviiiineneniieinns 2,200 13,230 4,400 3,000 1,000 0 4] 0 0 0
Matched transaction
25 Gross sales e s 1,168,484 | 1,323,480 { 1,369,052 | 125,844 | 130,751 127,589 151,096 { 185,662 147,796 118,503
26 Gross purchases ................ooveinnis 1,168,142 | 1,326,542 1 1,363,434 | 123,442 | 131,087 127,502 151,412 | 187,032 147,803 | 118,239
Repurchase agreemenrs2
27 Gross purchases ...............ooeiiiian 152,613 129,518 | 219,632 45,684 36,337 44,688 23,821 16,173 9,241 9,440
28 Gross Sales .....ovvviiiiiiiiiiiii e 151,497 132,688 | 202,551 31,022 38,462 44,809 38.589 16,173 9,241 8,478
29 Net change in U.S. government securities ....... 15,872 { —10,055 24,886 6,608 -2,909 2,209 | —10,439 8,768 3,618 335
FEDERAL AGENCY OBLIGATIONS
Qutright transactions
30 Grosspurchases .........ccvieiieiiiiiiiiin 0 0 0 0 0 0 0 0 Q 0
31 Gross sales 0 0 0 [4} 1] 0 0 0 0 0
32 Redemptions 587 442 183 1 0 0 0 91 4] 0
Repurchase agreements®
33 Gross purchases ...............cocieeiiiin 57,259 38,835 41,836 2,094 4,416 3,546 2,518 640 885 1,225
34 Grosssales ..ot 56,471 40,411 40,461 1,021 3,571 4,466 3,784 640 885 748
35 Net change in federal agency obligations ........ 198 -2,018 1,192 1,070 845 -920 —1,266 -9i 0 477
36 Total net change in System Open Market
ACCOUNE. . ...ttt 16,070 § —12,073 26,078 7,678 —2,064 1,290 | —11,70§ 8,676 3,618 812

1. Sales, redemptions, and negative figures reduce holdings of the System Open
Market Account; all other figures increase such holdings. Details may not sum to

totals because of rounding.
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2. In July 1984 the Open Market Trading Desk discontinued accepting bankers

acceptances in repurchase agreements.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements!

Millions of dollars

Wednesday End of month
Account 1991 1991
July 3 July 10 July 17 July 24 July 31 May 31 June 30 July 31
Consolidated condition
ASSETS
1 Gold certificate account .............ooviiiiiniian.. 11,062 11,062 11,062 11,062 11,062 11,057 11,062 11,062
2 Special drawing rights certificate account . 10,018 10,018 10,018 10,018 10,018 10,018 10,018 10,018
0. ot e 554 536 535 540 544 577 575 544
Loans
323 321 351 444 574 206 1,479 574
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 ]
Federal agency obligations
7 Boughtoutright ....................... ... 6,213 6,213 6,213 6,159 6159 6,213 6,2136 6,159
8 Held under repurchase agreements.................... 476 424 150 0 0 0 477 0
U.S. Treasury securities
9 Bought outright® ............ ..., .| 247,350 250,530 250,225 249,177 250,978 248,111 247,484 250,978
10 Bills........ 119,181 122,360 121,556 120,383 122,183 119,942 119,314 122,183
11 Notes. 96,707 96,707 97,207 97,332 97,332 96,707 96,707 97,332
12 Bonds..........ooviviiiinns . 31,463 31,463 31,463 31,463 31,463 31,463 31,463 31,463
13 Held under repurchase agreements ............. . 4,393 6,155 682 0 0 0 962 0
14 Total U.S. Treasury securities. ....................... 251,743 256,684 250,907 249,177 250,978 248,111 248,446 250,978
15 Total loans and securities. ...............coooivniinn, 258,755 263,642 257,622 255,780 257,710 254,530 256,615 257,710
16 Items in process of collection ...............coovuenn. 6,237 5,216 5,589 5,199 5.547 5,531 4,859 5,547
17 Bank Premuises. ... ....oovivniiiniiniieninniiiaonnsn, 932 932 938 938 940 915 931 940
Other assets
18 Denominf,ted in foreign currencies® ................... 28,714 28,719 28,801 28,378 28,497 30,835 28,682 28,497
19 Altother® . ... . 5,248 5,527 5,201 5,436 5,577 4,416 5,379 5,577
20 TOtal @SSELS. . ... .ovuveiiiieeiieniiie e 321,520 325,651 319,767 317,352 319,89 317,879 318,121 319,89
Liabilities
21 Federal Reserve notes...........ooovviennninennensn 274,741 275,595 274,048 272,869 272,962 271,019 272,000 272,962
Deposits
22 Depository institUtions ... .........c..cevevneievianens 27,217 32,024 25,534 27,162 27,871 26,223 22,202 27,871
23 U.S. Treasury—General account . 6,371 5,043 7,111 4,644 5,831 6,619 11,822 5,831
24 Foreign—Official accounts ............. - . 208 186 219 200 314 196 224 314
25 Other................ . . 199 184 232 174 212 225 213 212
26 Totaldeposits. ....................oiiianann, . 33,994 37,437 33,096 32,179 34,228 33,263 34,460 34,228
27 Deferred credit items................ . 5,530 4,772 4,990 4,547 4,541 5,028 4,579 4,541
28 Other liabitities and accrued dividends®.......... . 2,457 2,633 2,232 2,32 2,370 2,614 2,392 2,370
29 Total liabilities. ......................... .. ...l 316,721 320,438 314,365 311,917 314,102 311,923 313,431 314,102
Capital Accounts
30 Capital paid in......oovniiiii i e 2,548 2,547 2,548 2,556 2,556 2,545 2,546 2,556
31 Surplus ... . 2,185 2,307 2,364 2,390 2,423 2,216 2,114 2,423
32 Other capital accounts 66 360 489 490 815 1,195 31 815
33 Total liabilities and capital accounts ................... 321,520 325,651 319,767 317,352 319,89 317,879 318,121 319,896
34 MEemo: Marketable U.S. Treasury securities held in
custody for foreign and international accounts . .. .. 239,937 239,504 239,898 239,559 244,682 249,523 243,233 244,682

Federal Reserve note statement

35 Federal Reserve notes outstanding (issued to Bank) .... | 328,888 331,674 335,752 339,224 342,614 315,843 325,417 342,614
36 Less:Heldbybank.................oooiil, . 54,148 56,079 61,705 66,356 69,652 44,824 53,450 69,652
37 Federal Reserve notes, net................ | 274,741 275,595 274,048 272,869 272,962 271,019 271,967 272,962

Collateral held against notes net:

38 Gold certificate account ,.........cooiiiiiiiiinin, 11,062 11,062 11,062 11,062 11,062 11,057 11,062 11,062
39 Special drawing rights certificate account. ... . 10,018 10,018 10,018 10,018 10,018 10,018 10,018 10,018
40 Other eligible assets...............ooiene . Q 0 0 0 0 0 0 0
41 U.S. Treasury and agency securities . ................. 253,661 254,515 252,968 251,788 251,882 249,944 250,887 251,882
42 Totalcollateral. . ................ ..o coiiiiiiiinnn, 274,741 275,595 274,048 272,869 272,962 271,018 271,967 272,962
1. Some of these data also appear in the Board's H.4.1 (503) release. For 3. Valued monthly at market exchange rates.
address, see inside front cover. Components may not add to totals because of 4. Includes special in t at the Federal Reserve Bank of Chicago
rounding. 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.
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holding
Millions of dollars
Wednesday End of month
Type and maturity grouping 1991 1991

July 3 July 10 July 17 July 24 July 31 May 31 June 28" July 31
1 Loans—Total. ......ov.iviiviinirieieineiiiennnes 323 321 351 444 574 206 1,479 574
2 Within15days ................. c 104 113 326 385 393 106 1,336 393
3 16 days to 90 days 218 208 25 60 181 100 143 181
4 91 daysto ] year 0 0 0 0 0 ] 0 ]
5 Acceptances—Total........ ..o 0 0 0 0 0 0 0 0
6 Within 15days ............... 0 0 0 0 0 1] 0 0
7 16 days to 90 days 0 0 0 1] 0 Q 0 0
8 91 days to 1 year 0 0 0 0 0 ¢ 0 0
9 U.S. Treasury se?urities—Total e 251,743 256,684 250,97 249,177 250,978 248,111 247,484 250,978
10 Within IS days’..... .. 15,631 18,046 13,984 11,997 15,726 6,56 8,107 15,726
11 16 days to 90 days .. 59,013 58,358 55,366 54,982 54,238 65,504 62,898 54,238
12 9ldaystolyear........... 77,386 ,566 81,279 81,919 81,426 76,293 76,727 81,426
13 More than 1 year to 5 years. ... 62,413 62,413 62,731 62,731 62,040 62,453 62,453 62,040
14  More than S years to 10 years. . s 12,584 12,584 12,832 12,832 12,832 12,584 12,584 12,832
15 Morethan 10years ........cooiiiiiiieiiiiiies 24,716 24,716 24,716 24,716 24,716 24,716 24,716 24,716
16 Federal agency oPligations—Total .................. 6,689 6,637 6,363 6,159 6,159 6,213 6,213 6,159
17 Within 15days’............ooo i 491 523 359 154 170 302 205 170
18 16daysto90days .........ocovuiinieiiiiiienn 1,068 969 962 973 956 748 888 956
19 9l1daystolyear .........coieiiiiiiennieinnnes 1,433 1,445 1,342 1,397 1,384 1,507 1,423 1,384
20 More'than 1 year 1o S years..........ccovovvvnnns 2,499 2,523 2,523 2,458 2,487 2,458 2,499 2,487
21 Morethan Syearsto [0 years.................... 1,010 989 989 989 974 1,010 1,010 974
22 Morcthan 10 years .........ooovvivuecnnrnnnnnns 187 188 188 188 188 188 188 188

1. Holdings under repurchase agreements are classified as maturing within 15
days in accordance with maximum maturity of the agreements.
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1.20 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE!

Billions of dollars, averages of daily figures

1990 1991
Item 1987 1988 1989 1990
Dec. Dec. Dec. Dec.
Dec Jan. Feb. Mar. Apr. May June July
ADIUSTED FOR Seasonally adjusted
CHANGES IN RESERVE REQUIREMENTS?
1 Total reserves®. .. ...........ccoiiiieieeerenuneeeanens 4581 | 47.60 % 47.73 ) 49,10} 49.10 | 4947 ) 49.61 ( 4957} 49.39 | 50.07 1 50.43 | 50.51
2 Nonborrowed reserves?. . ..........cooivupieiiiinnns 4503 | 4588 | 47.46 | 48.78 | 48.78 | 48.93 | 49.36 | 49.32 | 49.16 | 49.77 | 50.09 § 49.91
3 Nonborrowed reserves plus extended credit. 4552 | 47.12 7 4748 | 48.80( 48.80 | 48.96 1 49.39 | 49.38 | 49.25| 49.85] 50.10 | 49.95
4 Required reseryes.............c.o.euuenu. 44.77 1 46.55| 46.81 | 47.44 | 47.44 ] 4730 | 47.80 | 48.39 | 4836 [ 49.04 | 49.42 | 49.60
S Monetary BASEE . . L 246.28 | 263.46 | 274.17 | 299.79 | 299.79 | 305.15 | 309.44 | 310.98 | 310.60 | 311.48 | 312.47 | 313.91
ADIUSTED FOR
CHANGES IN RESERVE REQUIREMENTS? Not seasonaily adjusted
6 Total TeServes ... .........cvuvriieieeeeaaeiirieaan., 47.04 | 49.00 | 49.18 | 50.58 | 50.58 | 50.76 | 48.55| 48.59 | 50.30 | 49.06 | 50.41 | 50.66
7 Nonborrowed reserves .............coveigirenriennns 46.26 | 47.29 | 48.91( 50.25 [, 50.25 ] 50.22 | 48.30 | 48.34 | 50.07 { 48.76 | 50.07 | 50.06
8 Nonborrowed reserves plus extended credit’. 46.75 1 48.53 | 4893 ] 50.28 ] 50.28 ] 50.25| 4833 | 48.40 ] 50.16 | 48.85| 50.077] 50.10
9 Required TESETVES® . ..\ttt 46.00 | 47.96 | 48.26 ] 48.91 i 4891 | 4859 46.74 | 47.41 | 49.27 | 48.03 | 49.40 49.75
10 Monetary base” .. ... ..ot 249.93 { 267.46 | 278.30 | 304.04 | 304.04 | 306.03 | 305.74 | 308.19 | 310.86 | 311.02 | 314.06 { 316.2}
NoOT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTs!?
11 Total reserves! ... . ... ... ............. ..l 62.14 1 63.75{ 6281} 59.12 ) 59.12 | 50.99 | 48.55| 48.59 | 50.30 | 49.06 | 50.41 50.66
12 Nonborrowed reserves .................. g 61.36 | 62.03 ] 62.54 | 58.79  S58.79 | 50.46 | 48.30 | 48.35| 50.07 | 48.76 | 50.07 | 50.06
13 Nonborrowed reserves plus extended credit”. 61.85| 63.27 | 6256 58.82 % 58.82 | 50.48 | 48.33 | 48.40| 50.16 { 4885 50.08 | 50.10
14 Required reserves. .............ooouiennnn, 61.09 | 62.70 | 61.89 57.46 | 57.46 ] 48.82 | 46.74 | 47.41 | 49.27 | 48.03 ] 49.40 | 49.75
15 Monetary base!? ... 266.06 | 283.00 | 292.55 | 313.70 | 313.70 | 309.30 | 308.53 | 311.04 [ 313.95 | 314.25 | 317.25" | 319.46
16 Excess reserves' . .................. 1.05 1.05 9 1.66 1.66 2.17 181 1.18 1.03 1.03 1.01 9
17 Borrowings from the Federal Reserve................. 78 1.72 27 3 33 53 25 24 .23 .30 .34 .61

1. 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 Monetary and Reserves
Projections Section, Division of Monetary Affairs, Board of Governors of the
Federal Reserve System, Washington, D.C. 20551.

2. Figures reflect adjustments for discontinuities or ‘‘breaks’' associated with
regulatory changes in reserve requirements.

3. Seasonally adjusted, break-adjusted total reserves equal seasonally
adjusted, break-adjusted required reserves (line 4) plus excess reserves (line 16).

4, Seasonally adjusted, break-adjusted nonborrowed reserves equal seasonally
adjusted, break-adjusted total reserves (line 1) less total borrowings of depository
institutions from the Federal Reserve (line 17).

5. 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 prompily as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
similar to that of nonborrowed reserves.

6. The seasonally adjusted, break-adjusted monetary base consists of (1}
seasonally adjusted, break-adjusted total reserves (line 1), plus (2) the seasonaily
adjusted currency component of the money stock. plus (3) (for all quarterly
reporters on the ‘‘Report of Transaction Accounts, Other Deposits and Vault
Cash'" and for all those weekly reporters whose vault cash exceeds their required
reserves, the seasonally adjusted, break-adjusted difference between current vault
cash and the amount applied to satisfy current reserve requirements.

7. Break-adjusted total reserves equal break-adjusted required reserves (line 9)
plus excess reserves (line 16).

8. To adjust required reserves for discontinuities because of regulatory changes
in reserve requirements, a multiplicative procedure is used to estimate what
required reserves would have been in past periods had current reserve require-
ments been in effect. Break-adjusted required reserves are equal to break-adjusted
required reserves held against transactions deposits.

9. The break-adjusted monetary base equals (1) break-adjusted total reserves
(line 6), plus (2) the (unadjusted} currency component of the money stock, plus (3}
(for all quarterly reporters on the ‘‘Report of Transaction Accounts, Other
Deposits and Vault Cash™ and for all those weekly reporters whose vault cash
exceeds their required reserves) the break-adjusted difference between current
vauit cash and the amount applied to satisfy current reserve requirements.

10. Reflects actual reserve requirements, including those on nondeposit liabil-
ities, with no adjustments to eliminate the effects of discontinuities associated
with changes in reserve requirements.

11. Reserve balances with Federal Reserve Banks plus vault cash used to
satisfy reserve requirements.

. The monetary base, not break-adjusted and not seasonally adjusted,
consists of (1) total reserves (line 11), plus (2) required clearing balances and
adjustments to compensate for float at Federal Reserve Banks, plus (3) the
currency component of the money stock, plus (4) (for all quarterly reporters on
the *‘Report of Transaction Accounts, Other Deposits and Vauit Cash’’ and for all
those weekly reporters whose vault cash exceeds their required reserves) the
difference between current vault cash and the amount applied to satisfy current
reserve requirements. After the introduction of CRR, currency and vault cash
figures are measured over the computation periods ending on Mondays.

13. Unadjusted total reserves (line 11) less unadjusted required reserves (line 14).
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1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES!
Billions of dollars, averages of daily figures

88 989 1
2 1987 19 1 1990
Item Dec. Dec. Dec. Dec.
Apr.” May” June” July
Seasonally adjusted
749.7 786.4 793.6 825.4 842.1 851.6 858.4 859.7
2,910.1 3,069.9 3,223.1 3,327.6 3,382.7 3,394.6 3,398.6 3,388.0
3,677.4 3,919.1 4,055.2 4,117 4,170.8 4,172 4,165.7 4,149.7
4,337.0 £,676.0 4,889.9 4,965.7" 4971.8 4,947.6 4,977.6 n.a.
8,345.1 9,107.6 9,790.4 10,436.1 10,576.2 10,621.6 10,671.6 n.a.
M1 components
6 CUITENCY . oo v ettt iae e iv e eenes 196.8 212.0 222.2 246.4 256.6 256.8 257.6 258.9
7 Travelers checks? . . 7.0 7.5 7.4 8.4 7.9 8.0 7.8 7.7
8 Demand deposits 286.5 286.3 278.7 276.9 275.8 278.7 281.0 278.9
9 Other checkable deposits 2593 280.7 285.2 293.8 301.9 308.1 3120 3142
Nomrqnsac tion components
10 In M2/ o s 2,160.4 2,283.5 2,429.5 2,502.2 2,540.5 2,542.9 2,540.2 2,528.3
1T M3only® L 767.3 849.3 832.1 784.1 788.1 778.2 767.1 761.7
Time and savings accounts
Commercial banks
12 Savings deposits . .......vveeiiiirerriiuiiiaaaaan 178.3 192.1 187.7 199.4 208.9 211.4 215.1 217.6
13 Money market depgsnt accounts 356.4 350.2 353.0 378.4 393.8 399.9 404.5 408.0
14 Small time deposits R TPRRRETS .. 388.0 47.5 531.4 598.1 604.1 601.2 601.7 601.0
15 Large time deposits' ... 326.6 368.0 401.9 386.1 398.5 399.3 398.1 394.1
Thrift institutions
16 Savings deposits ... .......iiihiiiieiie s 2337 2323 216.4 211.4 218.4 221.7 223.8 225.3
17  Money market depqsit accounts . . 168.5 151.2 133.1 127.6 132.8 136.2 137.6 139.2
18  Small time deposits’. 529.7 584.3 614.5 566.1 546.1 539.3 527.4 517.7
19  Large time deposits'. 162.6 174.3 161.6 121.0 108.8 104.6 100.9 97.7
Money market mutual funds
20 General purpose and broker-dealer.................... 221.7 241.1 313.6 345.4 364.2 365.1 364.3 359.4
21 Institution-only ... ..ooivi i 88.9 86.9 101.9 125.7 145.6 146.2 143.3 141.8
Debt components
22 Federaldebt. ..........coiiiiiiiiii i 1,957.9 2,114.2 2,268.1 2,534.3 2,590.8 2,613.1 2,645.5 n.a
23 Nonfederal debt ............ccooiiiiiveiiiiiinainnas 6,387.2 6,993.4 7,522.3 7,901.8 7,985.4 8,008.5 8,026.1 n.a
Not seasonally adjusted
766.2 804.2 811.9 844.3 852.8 841.6 857.7 862.0
2,923.0 3,083.3 3,236.6 3,341.6 3,396.2 3,374.0 3,391.6 3,391.3
3,690.3 3,931.5 4,067.0 4,123.8 4,179.9 4,154.0 4,160.2 4,152.6
4,352.8 4,691.8 4,907.4 4,984.3" 4,983.1 4,932.6 4,968.2 n.a.
8,329.1 9,093.2 9,775.9 10,423.3 10,531.6 10,576.7 10,628.8 n.a.
M! comp?nems
29 CUITENCY .« o e e itia i aarenaans 199.3 214.8 225.3 249.6 256.0 257.4 259.1 260.9
30 Travelers checks? . .. 6.5 6.9 6.9 7.8 7.5 7.8 8.1 8.5
31 Demand deposits. - 298.6 298.9 291.5 289.9 277.6 271.5 279.6 280.6
32 Other checkable dcposnts ........................... 261.8 283.5 288.2 297.0 3117 304.9 310.8 312.0
Nonqunsacnon components
33 In M2 .o e 2,156.8 2,279.1 2,424.7 2,497.3 2,543.4 2,532.5 2,533.9 2,529.4
34 InM3only® . ... 767.3 848.2 830.4 782.2 783.7 779.9 768.7 761.3
Time and savings accounts
Commercial banks
35  Savings deposits ............iiiiiieeeiiniens . 176.8 190.6 186.4 197.7 209.5 211.9 216.5 219.8
36 Money market dcposu account: 359.0 353.2 356.5 381.6 394.0 395.8 4019 404.7
37  Small time deposits’ TR 387.2 446.0 529.2 596.1 604.2 601.0 602.1 602.9
38 Large time deposits'™ 1. .. oL .. 325.8 366.8 400.4 386.1 396.3 398.9 397.7 392.9
Thrift institutions '
39 Savings depoSitS . ... ...viiiiii i 2314 2299 214.2 209.6 219.0 222.2 225.2 227.6
40 Money market dep%sn accounts .. 168.6 151.6 133.7 128.7 132.9 134.9 136.7 138.0
41  Small time deposnsl ...................... .. 529.5 583.8 613.8 564.1 546.2 539.1 527.7 519.3
42 Large time deposits'®.......... ..o 163.3 175.2 162.6 121.1 108.2 104.5 100.8 97.4
Money market mutual funds
43 General purpose and broker-dealer.................... 2t 240.7 313.5 345.5 368.5 360.5 358.0 354.5
44 Institution-only . .........oiiiiiiiiiiiiiiiiieaes 89.6 87.6 102.8 127.0 144.1 145.2 141.0 139.7
Repurchase agreements and eurodollars
45 Overnight ... ... eiriiiiiiiia e 83.2 83.4 77.3 74.0 69.1 67.1 65.8 62.6
L ¢ ¢ WO 197.1 227.7 179.8 161.5 150.3 146.7 144.2 146.4
Debt components
47 Federal debt ... .. 1,955.6 2,111.8 2,265.9 2,532.1 2,593.0 2,609.1 2,635.3 n.a.
48 Nonfederal debt .. .. - 6,373.5 6,981.4 7,509.9 7,891.2 7,938.6 7,967.6 7,993.4 n.a.

For notes see following page.
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NOTES TO TABLE 1.21

1. Latest monthly and weekly figures are available from the Board’s H.6 (508)
release. Historical data are available from the Money and Reserves Projection
Section, Division of Monetary Affairs, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551.

2. 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 deposnory 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 (OCDs) 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: Ml plus overnight (and continuing contract) repurchase agreements (RPs}
issued by all depository institutions 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 depos-
its—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) fore\gn gover and cial banks, and the U.S. government.

lus large-denomination time deposits and term RP liabilities (in
amoums of f 100,000 or more) issued by all depository institutions, term Eurodol-
fars 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
?vegnight RPs and Eurodollars held by institution-only money market mutual
unds.

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.

1

Debt: Debt of domestic nonfi ial sectors consists of out g 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, commercxal paper, bankers
acceptances, and other debt instruments. Data are derived from the Federal
Reserve Board’s flow of funds accounts. Debt data are based on monthly
averages.

3. Currency outside the U.S. Treasury, Federal Reserve Banks, and vaults of
depository institutions.

4. Qutstanding amount of U.S. dollar-denominated travelers checks of non-
bank issuers. Travelers checks issued by depository institutions are included in
demand deposits.

5. 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.

6. Consists of NOW and ATS balances at all depository institutions, credit
union share draft balances, and demand deposits at thrift institutions.

7. Sum of overnight RPs and overnight Eurodollars, money market fund
balances (general purpose and broker-dealer), MMDAS, and savings and small
time deposits.

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

Small-d ion time deposi luding retail RPs—are those issued
in amounts of less than $100,000. All individual retirement accounts (IRA) and
‘lj(eog}; 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-denomination time deposits at commercial banks less those held by
money market mutua! funds, depository institutions, and foreign banks and
official institutions.
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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.

19902 1991
Bank group, or type of customer 19882 19892 19902
Dec. Jan. Feb. Mar.” Apr.” May
DEBITS TO Seasonally adjusted
Demand deposits®
1 Allinsured banks................cooon0s 219,795.7 | 256,150.4 | 277,916.3 | 267,479.9 | 279,437.8 | 280,494.1 | 269,834.9 | 294,433.5 | 295,559.0
2 Major New York City banks. 115,475.6 | 129,319.9 | 131,784.0 | 130,154.6 | 138,638.1 | 138,037.7 | 133,302.7 | 146,499.3 | 148,074.9
3 Other banks...... FRETRRES 104,320.2 | 126,830.5 | 146,132.3 | 137,325.3 | 140,799.7 | 142,456.4 § 136,532.2 | 147,934.2 | 147.484.1
4 ATS-NOW accopnts”. . 2,478.1 2,910.5 3,349.6 3,368.4 3,559.1 3,533.7 3,240.3 3,820.3 3,620.2
5 Savings deposits® . ..., 537.0 547.5 558.8 527.2 572.9 551.4 523.7 577.1 548.6
DEeposIT TURNOVER
Demand deposits®
6 Allinsuredbanks...................... 622.9 735.1 800.6 779.5 828.3 817.8 792.0 870.3 867.0
7 Major New York City b: . 2,897.2 3,421.5 3,804.1 3,949.1 4,259.7 4,125.7 4,101.4 4,533.4 4,702.8
8  Other banks...... y 333.3 408.3 467.7 442.7 461.9 460.2 443.0 483.4 476.6
9 ATS-NOW accopnts 13.2 15.2 16.5 16.2 17.0 16.7 15.1 17.8 16.4
10 Savings deposits®. ...............iiinll 2.9 3.0 29 2.7 29 2.7 2.6 2.8 2.6
DEBITS TO Not seasonally adjusted
Demand deposits
11 Allinsured banks...................... 219,790.4 | 256,133.2 | 277,400.0 | 275,664.8 | 283,545.5 | 259,372.9 | 275,015.8 | 294,492.4 | 292,012.3
12 Major New York City banks............ 115,460.7 129,400.1 131,784.7 133,491.9 136,578.8 127,287.3 134,974.7 145,700.2 145,073.9
13 Other banks...... PEEREIEERTRPT PR 104,329.7 | 126,733.0 | 145,615.3 | 142,172.9 | 146,966.7 | 132,085.5 { 140,041.0 | 148,792.2 | 146,938.4
14 ATS-NOW accounts®. ..... . 2,477.3 2,910.7 33422 3,430.2 3,923.1 3,237.8 3,317.4 3,967.1 3,549.9
15 MMDA®....... FERTTEREIE cen 2,342.7 2,677.1 2,923.8 2,938.6 3,106.8 2,512.7 2,767.2 2,994.5 2,978.6
16 Savings deposits”. ...l 536.3 546.9 557.9 530.1 589.2 494.9 520.4 623.9 545.5
Depasit TURNOVER
Demand deposits®
17 Allinsuredbanks...................... 622.8 735.4 799.6 765.8 820.3 778.7 831.9 864.8 875.5
18  Major New York City banks. . . 2,896.7 3,426.2 3,810.0 3,760.0 3,993.4 3,899.0 4,378.4 4,565.4 4,742.5
19 Other banks...... FERRERRRER 333.2 408.0 466.3 438.2 4719 439.7 467.2 482.1 485.0
20 ATS-NOW accounts' 13.2 15.2 16.4 16.2 18.4 15.3 15.4 17.8 16.3
21 MMDAsS. .. ... 5 6.6 7.9 8.0 7.8 8.2 6.6 7.1 7.7 7.6
22 Savings deposits”®................ 2.9 29 29 2.7 3.0 2.5 2.5 3.0 2.6
1. Historical tables containing revised data for earlier periods may be obtained 3. Represents accounts of individuals, partnerships, and corporations and of
from the Banking and Money Market Statistics Section, Division of Monetary states and political subdivisions.
Affairs, Board of Governors of the Federal Reserve System, Washington, D.C. 4. Accounts authorized for negotiable orders of withdrawal (NOW) and ac-
20551, counts authorized for automatic transfer to demand deposits (ATS).
These data also appear on the Board's G.6 (406) release. For address, see inside 5. Excludes MMDA, ATS, and NOW accounts.
front cover. 6. Money market deposit accounts.

2. Annual averages of monthly figures.
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1.23 LOANS AND SECURITIES All Commercial Banks

Billions of dollars; averages of Wednesday figures

1990 1991
Item
Aug. Sept. Oct. Nov Dec. Jan. Feb. Apr. May June July
Seasonally adjusted
1 Total loans and securities' .. ... ... 2,704.9 | 2,708.0 | 2,713.6 | 2,716.6 |} 2,723.6 | 2,721.2 | 2,735.1 2,751.6 | 2,750.0 2,758.1 | 2,758.7
2 U.S. government securities ...... 445.7 450.1 453.1 454.0 454.2 454.1 458.0 479.2 484.9 492.9 502.9
3 Other securities. ................ 178.8 178.8 177.8 175.9 175.6 177.7 177.6 175.7 173.9 173.1 172.2
4 Total loans and leases' .......... 2,080.4 | 2,079.0 | 2,082.7 | 2,086.7 | 2,093.8 | 2,089.4 | 2,099.5 2,096.7 | 2,091.1 | 2,092.1 | 2,083.6
5 Commercial and industrial ., ... 645.1 644.7 643.7 646.5 648.1 644.3 643.9 640.0 633.2 629.7 626.3
6 Bankers acceptances held”. .. 7.4 7.5 7.3 7.4 7.5 7.7 6.9 6.7 6.8 6.5 6.6
7 Other commercial and
industrial............... 637.7 637.1 636.4 639.1 640.5 636.6 637.1 633.3 626.4 623.2 619.7
8 U.S. addressees®...._..... 633.4 632.6 631.7 634.0 635.3 631.1 631.5 627.8 620.6 617.3 614.0
9 Non-U.S. addressees’ . .. .. 4.3 4.5 4.7 5.1 53 5.5 5.5 5.5 5.8 5.9 5.7
10 Realestate................... 818.0 822.5 827.7 832.0 836.5 837.3 842.6 850.7 854.7 857.7 854.9
11 Individual.. 378.2 378.6 379.7 378.7 378.9 375.9 377.7 374.1 3734 371.7 369.4
12 Security 44.6 41.3 40.5 39.6 40.6 43.1 432 39.8 39.8 38.3 41.7
13 Nonbank financial
institutions ............... 35.0 35.2 34.8 34.6 347 342 353 35.2 36.1 36.2 359
14 Agricultural .................. 31.5 31.8 32.2 32.5 33.0 335 335 33.9 33.6 33.0 32.5
1S State and political
subdivisions 35.8 35.2 35.1 34.8 343 33.2 33.1 2.1 3.7 31.0 30.6
16  Foreign banks . . 7.9 8.1 9.0 8.1 7.2 6.0 6.1 6.8" 6.4 6.0 6.2
17 Foreign official in 3.2 33 3.2 3.2 3.2 3.0 3.1 3.0 3.0 3.0 31
18  Lease financing receivables 32.7 32.8 333 32.9 327 324 32.8 327 32.7 328 32.0
19 Al other loans 48.2 455 43.6 43.7 4.7 46.4 48.2 48.3 46.5" 52.7 50.9
Not seasonally adjuste
20 Total loans and securities’ 2,700.1 | 2,707.0 | 2,715.5 | 2,720.1 ,730.5 | 2,721.0 | 2,737.3 2,751.3 | 2,749.2 | 2,758.8 2,752.5
21 U.S. government securities 444.0 448.2 450.8 454.1 451.5 455.8 463.9 . 480.5 485.1 491.5 499.4
22 Other securities. ................ 179.1 179.0 178.0 176.6 176.3 177.9 177.3 i 175.1 173.8 173.2 171.5
23 Total loans and leases’ 2,077.1 | 2,079.8 | 2,086.7 | 2,089.3 | 2,102.7 | 2,087.3 | 2,096.1 . 2,095.7 | 2,090.3 | 2,094.1 | 2,081.7
24 Commercial and industrial g 643.5 640.9 641.2 644.5 648.0 641.1 643.0 . 644.7 637.1 632.0 626.6
25 Bankers acceptances held”. .. 7.2 7.5 7.4 7.6 7.7 7.6 7.0 .6 6.6 6.7 6.6 6.3
26 Other commercial and
industrial 636.3 633.4 6338 636.9 0.3 633.4 636.1 641.6 638.1 630.4 625.4 620.3
27 U.S. addressees’. . . -4 631.8 628.8 625.1 631.9 635.1 628.2 630.6 636.2 632.2 624.5 619.4 614.5
28 Non-U.S. addressees 4.5 4.6 4.7 5.0 5.2 53 55 5.4 59 5.9 6.0 58
29 Realestate................... 819.9 824.2 830.3 834.0 37.9 837.1 839.5 842.6 848.1 853.8 857.7 855.5
30 Individual.. 3774 380.4 380.6 379.8 83.8 380.1 377.1 372.8 371.5 371.8 369.7 367.2
31 Security ............ 43.9 40.3 39.5 38.5 40.0 40.9 4.7 40.1 413 39.0 40.5 415
32 Nonbank financial
institutions 35.0 349 347 35.0 36.1 34.7 349 354 34.8 357 36.3" 35.7
33 Agricultural ...l 32.5 329 3.1 329 329 32.8 326 326 32.8 331 333 334
34  State and political
subdivisions . 35.7 352 351 34.7 34.0 339 333 3.7 32.1 31.7 31.0 30.4
35 Foreign banks . 8.0 8.2 9.3 8.3 7.4 6.0 6.0 6.8 6.7 6.3 6.1 6.2
36 Foreign official i . 3.2 33 32 3.2 32 3.0 3.1 32 3.0 3.0 3.0 3.1
37 Lease financing receivables .. .. 32.6 32.8 333 331 32.8 328 329 329 27 32,6 32.6 31.8
38  All other loans 45.4 46.8 46.3 45.4 46.7 4.7 48.9 48.3" 48.0° 46.2" 51.9 50.4

1. Adjusted to exclude loans to commercial banks in the United States.

2. Includes nonfinancial commercial paper held.

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis

3. United States includes the fifty states and the District of Columbia.



Al7

Commercial Banking Institutions

1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!'

Billions of dollars, monthly averages

1990 1991
Source
Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr.” May” June July
Seasonally adjusted
1 Total nondeposit funds? ................ ... 283.8 | 283.0 291.8 | 2924 | 2879 277.27 | 265.1 | 264.2° | 263.3 259.7 | 249.5" | 249.5
2 Net balances due to related foreign offices’ . ... 19.0 21.5 29.9 30.1 34.6 33.5 24.9 30.2 30.9 26.1 19.2 19.3
3 Borrowings from other than commercial banks
in United States® ....................... 264.8 | 261.5 261.9 | 2622 | 253.37 | 243.6 240.2 | 23407 [ 2324 233.6 | 230.37 | 2303
4 Domestically chartered banks ... Lo 2022 | 198.8 196.9 195.0 | 187.1 182.2 177.1 | 1715 170.6 168.8 | 166.3 165.0
5  Foreign-related banks ..................... 62.6 62.7 65.0 67.3 66.2 61.5 63.1 62.6" 61.8 64.8 64.0" 65.3
Not seasonally adju.rteﬁj
6 Total nondeposit funds® ..................... 282.5 | 278.6 288.7 293.5 | 282.3 272.5 268.1 | 269.5 | 264.0 | 267.7 | 252.5" [ 246.3
7 Net balances due to related foreign offices® . ... 18.5 21.6" 29.6 30.8 37.2 33.7 24.8 29.7 29.0 28.6 19.5 16.9
8  Domestically chartered banks ....... -34 —4.2 -1.0 6 —4.1 | -152 | —152 1 -6.0 =35 -7 =315 -7.2
9  Foreign-related banks 21.9 25.8 30.6 30.2 41.3 48.4 40.0 35.6 32.5 29.3 23.0 24.1
10 Borrowings from olhfr than commercial banks
in United States® ................ L] 2640 | 2570 259.2 262.7 | 24527 | 2394 243.3 | 239.8" | 235.0 239.1 | 233.00 | 2295
11 Domestically chartered banks 201.7 | 195.6 195.0 197.6 | 182.8 177.7 179.4 | 175.8 171.4 173.5 | 167.2 162.9
12 Federal funds a;ld security RP
bgrrowings ........................ 198.1 191.6 191.7 194.7 180.0 174.4 176.6 172.6 168.5 170.7 164.3 159.7
13 Other® .....oovvi s .. 3.6 4.0 3.2 2.9 2.8 3.2 2.8 32 2.9 2.8 2.8 3.2
14 Foreign-related banks® .................... 62.3 61.5 64.2 65.1 62.3 61.7 63.9 64.0" 63.6 65.6 65.8" 66.5
MEMO
Gross large time deposits’
15 Seasonally adjusted .......... ... 449.2 443.6 438.0 435.2 431.8 441.0 450.6 | 451.0" 451.3 453.0 451.9" 447.5
16 Not seasonally adjusted 450.1 | 445.4 440.4 | 437.8 | 431.8 439.3 449.2 | 450.5 449.0 | 4526 | 45147 | 4463
U.S. Tre;(a.gury demand balances at commercial
banks
17 Seasonally adjusted ................. .. 0000 32.7 26.0 22.3 252 24.4 25.7 33.4 33.8 21.7 15.1 232 20.4
18 Not seasonally adjusted ..................... 235 31.0 20.9 19.2 23.0 29.4 39.3 28.4 20.4 19.8 23.6 20.7

1. Commercial banks are those in the fifty 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
carporations owned by domestically chartered and foreign banks.

These data also appear in the Board's G.10 (411) release. For address, see
inside front cover.

2. Includes federal funds, repurchase agreements (RPs), and other borrowing
from nonbanks and net balances due to related foreign offices.

3. Reflects net positions of U.S. chartered banks, Edge Act corporations, and
U.S. branches and agencies of foreign banks with related foreign offices plus net

promissory note or due bill, given for the purpose of borrowing money for the
banking business. This includes borrowings from Federal Reserve Banks and
from foreign banks, term federal funds, loan RPs, and sales of participations in
pooled loans.

5. Based on daily average data reported weekly by approximately 120 large
banks and quarterly or annual data reported by other banks.

6. Figures are partly daily averages and partly averages of Wednesday data.

7. Time deposits in denominations of $100.000 or more. Estimated averages of
daily data.

8. U.S. Treasury demand deposits and Treasury tax-and-loan notes at com-
mercial banks. Averages of daily data.

positions with own IBFs. X .
4. Other borrowings are borrowings through any instrument, such as a
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1.25 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS Last-Wednesday-of-Month Series!

Billions of dollars

1990 1991
Account
Sept Oct. Nov Jan. Feb. Mar. Apr. May June July
ALL COMMERCIAL BANKING
INSTITUTIONS?

1 Loans and securities .................. 2,887.1 | 2,931.3 | 2,925.1 | 2,936.9 | 2,908.7 | 2,924.9 | 2910.9 | 2,907.1 | 2,921.5 | 2,931.3 | 2,934.0

2 Investment securities................ 601.7 604.9 603.3 605.6 '612.8 614.0 628.3 628.5 634.1 638.6 646.
3 U.S. government securities ........ 434.5 438.0 437.6 439.6 47.6 449.5 463.3 465.1 471.8 477.8 487.3
4 Other........coovviiiiiiiiia, 167.2 166.8 165.7 166.0 165.2 164.5 165.1 163.4 162.2 160.7 159.6
S Trading account assets .............. 21.4 27.4 25.0 22.0 24.1 26.9 23.5 24.9 24.3 27.5 30.0
6 Totalloans......................... 2,264.0 | 2,299.0 | 2,296.9 | 2,309.3 | 2,271.8 | 2,283.9 | 2,259.1 | 2,253.6 | 2,263.2 | 2,265.3 | 2,257.1
7 Interbank loans. . 191.0 207.9 207.0 204.0 193.3 185.0 171.8 160. 172.5 166. 175.3
8 Loans excluding interbank ......... 2,073.0 | 2,091.2 | 2,089.8 | 2,105.3 | 2,078.6 | 2,099.0 | 2,087.3 [ 2,092.9 [ 2,090.6 | 2,098.5 [ 2,081.8
9 Commercial and industrial ....... 639.7 643.4 644.4 650.8 637.2 645.1 648.5 643. 635.1 631.7 624.8
10 Real estate 825.0 831.5 833.7 838.3 836.9 840.1 842.5 849.0 855.2 857.5 853.5
11 Individual . .. 381.2 380.8 380.5 384.7 378.6 376.4 371.5 372.0 370.7 369.5 368.1
12 Allother................ ... 227.1 235.5 231.2 231.5 225.9 237.4 224.8 2283 229.6 239.8 235.3
13 Total cash assets............cooueinnn 213.7 220.8 216.7 217.9 199.2 204.5 206.1 201.0 2243 212.3 216.0
14  Reserves with Federal Reserve Banks. 33.6 29.7 33.0 234 16.5 18.1 25.0 23.1 26.2 29.1 24.8
1S Cashinvault....................... 29.3 29.4 328 0 304 29.8 28.9 29.1 31.1 29.8 29.7
16  Cash items in process of collection . .. 81.1 85.4 78.4 0 74.7 79.9 76.9 74.3 87.2 78.3 87.8

17 Demand balances at U.S. deposm)ry

institutions . . . 27.0 28.5 284 6 28.1 277 27.6 26.4 30.8 283 28.6
18  Other cash assets .. 42.8 47.8 4.2 46.8 49.6 49.0 417 48.1 49.0 46.8 45.2
19 Otherassets.........ocovnievnnniiien.. 226.6 230.1 226.6 245.1 249.9 259.6 263.1 260.4 264.4 265.6 285.4
20 Total assets/total liabilities and capital. ... | 3,327.4 3,382.2 3,368.5 3,399.9 3,357.8 3,388.9 3,380.1 3,368.5 3,410.3 3,409.2 3,435.4
21 Deposits . ...t 2,300.1 [ 2,332.0 | 2,319.9 | 2,363.4 | 2,334.6 | 2,365.0 | 2,382.5 | 2,381.9 | 2,413.3 | 2,406.1 | 2,448.0
22  Transaction deposits ................ 595.3 612.1 598.1 637.1 587. 594.1 602.8 601. 617.6 611.2 639.4
23 Savings deposits.............. ...l 563.5 570.5 573.1 573.3 573.9 583.5 594.1 595.4 606.2 610.7 619.9
24 Timedeposits .........cooviiiiian.. 1L,141.3 | 1,149.4 | 1,148.8 | 1,152.9 | 1,172.8 | 1,187.3 | 1,185.6 | 1,185.3 | 1,189.5 | 1,184.2 | 1,188.8

25 Borrowings........ 570.9 591.0 570.6 548. 529. K X 499. X 500.

233.1 236.0 255.3

26 Other liabilities

27 Residual (assets less liabilities) ......... 223.4 223.3 2227
MEemo
28 U.S. government securities (including
trading account) .................. 445.1 454.2 451.9
29 Other securities (including trading
ACCOUNT) ... vvnerven i iianiinenns 178.0 178.1 176.4

DOMESTICALLY CHARTERED
COMMERCIAL BANKs?

30 Loans and securities . ..} 2,620.5 | 2,658.4 | 2,645.1
31 Investment securitie 569.0 571.5 569.8
32 U.S. government se 417.9 420.9 420.8
33 Other.......oooviiviiiiiiiiann 151.2 150.6 149.1
34 Trading account assets .............. 214 27. 25.0
35 Total loans........ . 2,059.5 | 2,050.3
36 Interbank loans . . . 164. 157.4
37 Loans excluding interbank ......... 1,884.0 1,895.5 1,892.9
38 Commercial and industrial ....... 513.2 515.4 513.4
39 Realestate .......ooovvinaninnnn 784.0 789.8 791.6
40 Individual . . . 381.2 380.8 380.5
41 Allother....................... 205.7 209.5 207.4
42 Total cashassets..............ouue 187.0 189.3 187.7
43  Reserves with Federal Reserve Banks. 32.1 28.5 31.5
44 Cashinvault....................... 29.2 29.4 328
45  Cash items in process of collection ... 79.0 83.6 76.4
46  Demand balances at U.S. depository

INSTHUtions .. .............o.n.. 25.1 26.6 26.2
47 Othercashassets................... 215 21.2 20.9
48 Other assets.........ovvvvvurinirannss 152.3 153.6 155.0
49 Total assets/liabilities and capital . ....... 2,959.7 | 3,000.3 | 2,987.8
50 Deposits .......oovuieniriiaiiiiins 2,220.1 | 2,253.8 | 2,243.3

. 584.4 601.5 587.7
.......... 560.4 567.4 569.8
.......... 1,075.3
.......... 395.8 400.4 39%4.1
124.1 127.5 131.5

51 ransaction deposits .
52  Savings deposits . .. ..
53  Time deposits ... ..

54 Borrowings........
55 Other liabilities

56 Residual (assets less liabilities) ......... 219.7 21%9.6 219.0
Memo

57 Real estate loans, revolving............ 58.6 60.6 61.1

58 Real estate loans, other................ 7254 729.2 730.5

2,654.2 | 2,628.0 | 2,642.3 | 2,635.6 | 2,628.9 | 2,637.8 | 2,640.8 | 2,647.7
570.5 575.3 577.4 588.6 592.3 595.7 600.5 609.1
421.7 426.5 429.3 440.2 445.5 449.2 453.5 465.4
148.8 148.7 148.2 148.5 146.8 146.5 144.9 143.8

22.0 24.1 26. 23.5 24.9 24.3 27.5 30.0

2,061.7 | 2,028.6 | 2,038.0 | 2,023.5 | 2,011.7 | 2,017.8 | 2,012.9 | 2,008.6

60.0 151.7 150.9 148. 134.2 144.5 139.0 149.9

1901.7 | 1,876.9 | 1,887.0 | 1,875.2 | 1,877.5 | 1,873.3 | 1,873.9 | 1,858.7
512.7 504.2 508.4 506. 502.4 495.0 490. 482.2
796.4 794.0 791.1 799.7 804.7 808.7 810.3 805.7
384.7 378.6 376.4 371.5 372.0 370.7 369.5 368.1

207.9 200.2 205.1 197.7 198.4 198.8 203.6 202.6
188.3 166.6 1727 177.0 171.6 193.6 184.3 189.4

23.0 15.3 17.0 24.0 219 25.8 283 23.9
32.0 30.3 29.8 28.8 29.1 311 29.8 29.7
83.9 72.9 78.2 74.9 72.6 85.5 76.2 86.1
27.6 26.2 25.8 25.8 24.8 28.8 26.5 26.8
218 22.0 219 234 23.2 224 23.6 23.1
167.8 166.9 171.3 167.9 161.9 162.3 164.3 168.8
2,91.4 | 2,986.3 | 2,980.4 | 2,962.4 | 2,993.7 | 2,989.4 | 3,006.0

2,236.2 | 2,255.2 | 2,266.2 [ 2,258.8 | 2,280.8 | 2,271.3 | 2,308.6

626.1 577.4 583.8 592.2 591.4 607. 600.9 629.3
570.0 570.6 580.2 590.6 591.9 602.5 607.1 616.2
1,088.1 | 1,091.2 | 1,083.4 | 1,075.6 | 1,070.8 | 1 063 4 1 1,063.1

375.6 380.1 371.8 354.9 346.5 355.1 64.4 349.3

131.4 124.2 136.8 136.0 132.6 131.9 128 4 1216
2198 | 2209 | 2226 | 2234 | 2245 | 2260 | 2253 | 2264

61.7 62.9 63.3 63.6 64.4 65.7 66.6 66.9
734.7 731.1 733.8 736.1 740.3 743.0 743.7 738.8

1. Back data are available from the Banking and Monetary Statistics Section,
Board of Governors of the Federal Reserve System, Washington, D.C., 20551.
These data also appear in the Board’s weekly H.8 (510) release.

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 quarter-end
condition report data. Data for other banking institutions are estimates made for
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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
commercial banks, branches 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.



Weekly Reporting Commercial Banks

1.26 ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS

Millions of dollars, Wednesday figures

Al19

1991
Account
June 5 June 12 | June 19 | June 26 July 3 July 10 July 17 July 24 July 31
ASSETS

1 Cash and balances due from depository institutions ..... 103,089 | 100,957 | 101,044"| 108,033 107,679 101,406 98,010 94,809 107,937

2 U.S. Treasury and government securities .............. 197,336"} 196,610 | 195,695 195,190 196,499 | 195480 | 197,694 197,156) 202,501

3 Trading 8CCOURL .......covviinieunerramnniaeenanns 16,006 15,967 16,225 15,120 16,249 15,573 16,642 14,917 17,741

4 Investment account ... 181,331" 180,643 179,470 | 180,071 180,250 | 179,907 | 181,052 182,239 184,761

5 Mortgage-backed secumles ...................... 81,597" 79,752" 8,402 78,155" 78,799 78,427 77,192 77,191 77,

All other maturing in

6 Oneyear orless............ccooviveneiuenininns 20,496 20,820 20,548 21,1417 22,071 22,207 22,377 22,685 22,564

7 Over one through five years .................... 45,385 44,974 45,457 45,648" 43,178 42,940 ,794 45,597 45,127

8 Over five YEaIS .......vuiievininirnanen 33,8537 35,096 35,063 35,127 36,202 36,333 36,688 36,766 39,225

9 Other securities . .. 57,984 57,946 58,098 58,091 57,354 57,124 56,917 56,710 57,223
10 Trading account .. 1,825 1,939 2,065 2,287 903 1,845 1,836 1,714 ,746
11  Investment account ... 56,159 56,008 56,033 55,805 55,451 55,279 55,081 54,996 55,477
12 State and political sul ons, by matul y .. 26,921 26,883 26,880 26,738 25,913 25,839 25,737 25,674 25,591
13 Oneyearorless .........ocovvvveicnnnnanannas 3,658 3,654 3,677 3,589 3,153 3,133 3,088 3, 3,112
14 OVEF ONE YEAL .. vvvvvvvenrrnrnenionsececcnnnns 23,263 23,229 23,204 23,149 22,760 2,706 22,649 22,576 22,479
15 Other bonds, corporate stocks, and securities ... ... 29,238 29,125 29,152 29,067 29,538 29,440 29,344 29,322 29,886
16 Other trading account assets ......................... 9, 10,020 10,145 10,041 10,051 10,495 10,332 10,737 10,534
17 Federal funds sold®> ............ 76,258 75,106 77,433 76,235 82,121 79,970 76,223 73,885 83,106
18 To commercial banks in the U.S.. 54,193 52,232 53,995 51,704 56,524 54,953 52,250 49,677 57,625
19 To nonba.gnk brokers and dealers ... 19,212 20,063 20,043 21,142 21,256 21,196 19,793 19,632 21,774
20 Toothers’ ........cooovviiiiiiiannniinn 2,853 2,811 3,395 3,3 4,3 3,82 41 4,57 3,707
21 Other loans and leases, gross 1,040,390" { 1,035,825 1,037,268" | 1,034,7247| 1,030,888 | 1,025,629 | 1,019,170 | 1,016,182 1,019,554
22 Commercial and industrial 311,936") 309,441 310,027"{ 308,232"| 308,939 306,236 04,100 | 302,507{ 303,611
23 Bankers’ acceptances and commercial paper. . . 1,723 1,691 1,749 1,578 1,579 1,620 1,634 ,766 1,884
24 Alother .........coviiiiiiniiiiienremaraninas 310,213} 307,7527| 308,278"| 306,655" 307,360 304,617 302,466{ 300,740{ 301,727
25 U.S. addressees .. 3 N . 305,917 303,199 301,061 299,333 300,103
26 Non-U.S. addressees 1,4 1, 1,418 1,405 1,407 1,623
27 Realestate loans .............oiiiiiiiieiienanian.s 403,732 403,628  400,235| 399,787} 398,368
28 Revolving, home equity ..... 37,978 38,059 38,156 38,105 38,226
29 AlTOther. . .....ovvi it iiiaa e 3 365,754 | 365,570 362,080 361,682 360,141
30 To individuals for personal expendltures ............. 188,907" | 187,862"| 188,283"| 187,588’ 185,070 184,171 184,314 184,685 185,046
31 To depository and financial institutions .............. 46,370 44,883 45,448 44,479 45,04, 44,014 44,117 43,808 44,756
32 Commercial banks in the United States . 21,030 19,779 20,658 19,814 19,536 18,702 19,315 20,340 20,110
33 Banks in foreign countries ...........coiviiiiain, 2,215 2,077 ,001 1,980 2,367 2,352 2,577 1,798 ,109
34 Nonbank depository and other financial institutions . .. 23,125 23,027 22,789 22,685 23,139 22,960 22,225 21,670 22,538
35 For purchasing and carrying securities .............. 11,811 11,527 11,795 13,942" 11,829 12,125 11,586 11,462 13,823
36 To finance agricultural production 6,198 6,216 6,208 6,215 6,290 6,292 6,324 6,261 ,280
37  To states and political subdivisions 19,346 19,332 19,273 19,199 18,996 18,944 18,911 18,829 18,848
38 To foreign govgmments and official institutions . 1,152 1,134 1,134 1,205 ,260 1,097 1,107 ,063 988
39 Allotherloans® ................. ..ol 22,808" 23,1007 22,675 22,986" 22,745 22,240 22,714 22,060 22,095
40  Lcase financing receivables ..........c..0.... 27,014" 26,933 26,908" 26,853 26,985 26,881 25,762 25,720 25,738
41 LEss: Unearned INCOME ..o vvvinienrnonneennns 3,965" 3,962 3,961" 3,948" 3,861 3,869 3,877 ,864 3,820
42 Loan and lease reserve’ ................... 37,546 37,629 37,544 37,136 36,315 36,647 36,689 36,767 36,973
43 Other loans and leases, net ..................... 998.879" | 9942347 9957637 993,640°| 990,712( 985,113| 978,605| 975,551 978,761
44 Other @sSels ... ....vvveerinniieianianneriiieeiaann, 153.934" | 154,1037| 152,071 154,5927| 158,758 | 153,862 149,931 150,733 155,172
45 Total BSSELS . .. ... v\uiieiii s 1,597,468" | 1,588,976" | 1,590,248" | 1,595,823 | 1,603,175 | 1,583,450 | 1,567,712 | 1,559,582 | 1,595,234

Footnotes appear on the following page.
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1.26 ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS—Continued

Millions of dollars, Wednesday figures

1991
Account
June 5 June 12 { June 19 | June 26 July 3 July 10 July 17 July 24 July 31
LiABILITIES

46 DEPOSILS .« .ottt e 1,115,568" |1,111,3537 {1,100,842" | 1,095,097" | 1,125,756 | 1,106,839 | 1,103,821 | 1,092,545 [ 1,115,490
47  Demand deposits ........ ... iiiiiiaiins 2252747 | 223,198" | 220,575 219,504" [ 238,785 | 221,191 21,313 602 ,796
48 Individuals, partnerships, and corporations 183,706" | 181,519" | 176,977" | 175,594" 191,008 179,586 180,222 171,689 186,072
49 Otherholders .........oocoviiiiunin..s 41,568 41,680 43,597" 43,910 47,776 41,605 41,091 39,913 47,724
50 States and political subdivisions 6,372 6,284 7,378 7,132 6,929 6,123 7,017 6,626 ,368
51 U.S. government ............... 1,795 1,975 3,514 1,655 2,362 1,614 1,337 1,712 3,195
52 Depository institutions in the United States 19,826 19,408 19.211" 19,573 22,583 19,540 19,081 18,021 21,474
53 Banks in foreign countries ............... 4,498 4,535 4,473 4,673 504 194 4,870 4,720 ,097
54 Foreign governments and official institutions . 582 661 509 672 537 517 604 811 591
55 Certified and officers” checks ............... 8,495 8,816 8,512 10,204 9,862 8,617 8,181 8,023 9,999
56  Transaction balances other than demand deposits* 91,894 90,102 88,694" 87,272 92,746 90,643 89,784 88,428 90,438
57 Nontransaction balances ..................... 798,400" | 798,053 | 791,572 1 788,321"1 794,226 795,005 792,724 792,515 791,256
58 Individuals, parinerships, and corporations 760,878 | 760,905" | 755,061"§ 751,917"| 758,994 759,808 757,516 757,134 755,860
59 Otherholders .........coovvvveiinunns 37,523 37,1487 36,512° X 35,232 35,197 35,209 35,382 35,396
&0 States and political subdivisions .. 31,535" 31,256" 30,626" 30,626 28,870 28.766 28,845 29,028 29,043
61 U.S. government .............coviains 1,138 1,153 1,167 W1 1,177 1,188 1,191 1,194 1,112
62 Depository institutions in the United States ...... 4,298" 4,191 4,207 4,101 4,752 4,809 4,745 4,724 4,808
63 Foreign governments, official institutions, and banks .. .. ss1” 547" 511 518 432 435 429 435 433
64 Liabilities for borrowed money®....................... 2653707 | 2624627 | 275,203 | 283,769" 265,217 264,676 255,245 256,622 268,461
65 Borrowings from Federal Reserve Banks 0 286 0 4] 0 0 0 35 125
66 Treasury tax and loan notes ............ 3,778" 5,012 27,319 27,654 12,330 10,736 10,331 14,125 25,758
67  Other liabilities for borrowed money® ............... 261,593 | 257,165" { 247,883 | 256,1157| 252,888 253,940 244,914 242,463 242,578
68 Other liabilities (including subordinated notes and

debentures) ..........iiiiiiiiiii 101,862" | 100,021 99,861 102,807 98,022 97,693 94,888 96,311 97,222
69 Total liabilities . ............. ... ... . ... ... 1,482,8007 (1,473,837 }1,475,905" 1,481,673 | 1,488,996 | 1,469,208 | 1,453,954 | 1,445,478 | 1,481,173
70 Residual (Total assets minus total liabilities)” ........... 114,667 115,140 114,343 114,150 114,179 114,242 113,758 114,104 114,061

MEeMo

71 Total loans and leases, gross, adjusted, plus securities® . .| 1,306,734 |1,303,497" | 1,303,986 | 1,302,764’ | 1,300,854 | 1,295,043 | 1,288,772 | 1,284,654 | 1,295,183
72 Time deposits in amounts of $100, or more . Lo 196,031 | 195,3557 | 192,654" | 190,646" 189,858 189,247 189,230 188,918 ,902
73 Loans soid outright to affiliates, total” ....... 1,021 1,032 1,042 1,284 1,263 1,262 1,259 1,255 1,282
74  Commercial and industrial ........... 540 538 546 644 668 641 645 643 658
TS 1= S N 482 494 496 641 595 621 613 612 624
76 Foreign branch credit extended to U.S. residents 24,049 23,867 23471 23,527 23,469 23,129 23,172 23,253 23,246
77 Net due to related institutions abroad ................. —2,682 —3,697 —2,805" -2.529 -9,381 —5,645 -7.327 -5,139 -6,144

Includes certificates of participation, issued or guaranteed by agencies of the

the United States.

u. S government, in pools of residential mortgages.
2. Includes securities purchased under agreements to resefl.
3. Includes allocated transfer risk reserve.
p 4. Includes NOW. ATS, and telephone and pre-authorized transfer savings
eposns
Includes borrowings only from other than directly related msmutmns
6 Includes federal funds purchased and securities sold under agr to

9. Affiliates include a bank's own foreign branches, nonconsolidated nonbank
affiliates of the bank, the bank’s holding company (if not a bank), and noncon-
solidated nonbank subsidiaries of the holding company.

10. Credit extended by foreign branches of domestically chartered weekly
reporting banks to nonbank U.S. residents. Consists mainly of commercial and
mdusmal loans but includes an unknown amount of credit extended to other than

repurchase.

7. This balancing item is not intended as a measure of equity capital for use in
capital adequacy analysis.

8, Excludes loans to and federal funds transactions with commercial banks in

NOTE Data that formerly appeared on table 1.28 Asset and Liabilities of Large
Weekly Reporting Commercial Banks in New York City may be obtained from the
Board’s H.4.2 (504) statistical release. For address see inside front cover.
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Weekly Reporting Commercial Banks A2l
1.30 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS Assets and
Liabilities
Millions of dollars, Wednesday figures
1991
Account
June 5 June 12 June 19 June 26 July 3 July 10 July 17 July 24 July 31
1 Cash and balances due from depository
NSttutions . ... oov i 14,497 15,074 14,974 15,039 15,743 14,800 14,429 15,134 14,878
2 U.S. Treasury ai
securities . . 14,210 14,570 14,310 14,477 14,144 14,360 14,372 14,674 14,327
3 Qther securities. . .. 7,207 7,195 7,262 7,259 7,334 7,347 7,259 7,257 7,304
4 Federal funds sold’ 8,845 10,883 9,233 R 7,125 10,118 7,241 9,098 10,079
5 To commeircial banks in the United Stats 2,317 4,032 2,139 4,798 3,375 4,556 2,873 3,927 4,797
6 To others 6,528 6,851 7,095 8,066 3,750 5,562 4,368 5171 5,282
7 Other loans and leases, gross 136,422 136,625 135,498 137,161 137,297 137,328 137,515 138,145 138,835
8 Commercial and industrial 1,945 82,172 82,567 83,155 83,672 83,318 83,851 84,24 84,127
9 Bankers accep and ¢
o T o 2,032 1,976 1,981 2,021 2,026 1,833 1,719 1,711 1,741
10 Allother.................vent 79,913 80,197 80,586 81,134 81,646 81,485 82,132 82,535 82,386
11 U.S. addressees ........... 77,591 77,897 78,238 78,919 79,495 79.375 79,966 80,435 80,245
12 Non-U.S. addressees....... 2,321 2,300 2,348 2,215 2,150 2,11 2,165 2,100 2,141
13 Loans secured by real estate .. - 31,569 31,679 31,843 31,931 32,036 32,193 32,365 32,281 32,191
14 To financial institutions.................. 17,513 17,566 16,501 17,110 16,522 16,227 16,246 16,769 17,206
15 Commercial banks in the United States. . 8,692 8,498 8,262 8,415 7,719 7, ¥ ,848 ,284
16 Banks in foreign countries .. 1,558 1,897 1,549 1,692 1,813 1,516 1,669 1,830 1,742
17 Nonbank financial institutions . . . . 7,263 7,172 6,690 7,002 6,990 6,751 6,713 7,091 7,180
18  For purchasing and carrying securities .. .. 2,578 2,412 2,504 2,830 2,936 3,3% 2,931 2,644 3,213
19  To foreign governments and official
NSULALIONS ...t 253 263 261 278 299 306 296 299 325
20 Allother..............ooieiieiinns .. 2,565 2,533 1,821 1,857 1,832 1,888 1,828 1,907 1,773
21 Other assets (claims on nonrelated parties) .. X 29,075 29,019 28,320 27,776 27,703 28,057 28,599 28,901
22 Total ASSets® . ...\ \vovi et 249,805 250,498 248,326 249,110 245,963 248,590 244,830 248,149 255,362
23 Peposits or credit balances due to other
than directly‘related institutions . .. 87.621" 87,819 87,404" 88,378 87,001 87,315 88,746 90,834 91,904
24 Demand deposits®.................. 3,757 3,611 3,872 4,340 4,125 662 3,875 3,956 4,00t
25 Individuals, partnerships, and
COTporations. .. ............ 2,400 2,248 2,440 2,480 2,339 2,294 2,399 2,370 2,379
26 Other.............oociiiivinnt . 1,356 1,362 1,432 1,860 1,786 1,367 1,476 1,586 1,622
27 Nontransaction acCOUNtS. . .......vvvvveenn- 83,864" 84,208" 83,5327 84,038 82,876 83,653 84,871 86,878 87,903
28 Individuals, partnerships, and
COTPOTALIONS. ...\t vivvieenrianannnne 62,2100 63,231” 63,069" 63,676" 62,673 62,791 63,773 64,863 65,067
29 Other.........ooveviiiiiiiiiiniinnnnns 21,654" 20,978 20,463 20,363 20,203 20,862 21,098 22,014 22,836
30  Borrowings from other than directly
related institulions5 .................. 93,150 88,740 93,649" 89,8107 92,404 93,697 88,552 86,834 93,268
31 Federal funds purchased”.................. 49,419 41,893 49,595 44,331 45,399 47,251 405 40,755 47,707
32  From commercial banks in the
United States. ...........ccooevennnn 21,703 17,6107 19,740" 19,689 21,067 20,712 19,246 15,961 21,485
33 Fromothers............ocoeennee .. 27,715 24,283 29,856" 24,642 24,332 26,539 25,159 24,794 26,222
34 Other liabilities for borrowed money 43,731 46,848" 44,054 45,479 47,005 s 44,147 46,078 45,561
35 To commercial banks in the
United States. .........cciveevennns 15,977 16,0027 15,026” 14,9407 14,562 14,484 14,594 14,017 14,824
36 Toothers..................... .. 27,754" 30,846" 29,028" 30,539 32,444 31,962 29,553 32,062 30,737
37 Other liabilities to nonrelated parties........ 28,52 28,105 27,928 27,874 26,209 26,042 26,124 26,519 27,023
38 Total liabilities® ... .................ooouvs 249,805 250,498 248,326 249,110 245,963 248,590 244,830 248,149 255,362
MEMO
39 Total loans (gross) and securities ad_iusted7 .| 155,676 156,743 155,903 158,547 154,805 156,637 155,650 157,399 157,464
40 Net due to related institutions abroad . . 792 8,757 1,314 ,058 3,804 4,602 452 8,721 2,129

1. Includes securities purchased under agreements to resell.
2. Includes transactions with nonbank brokers and dealers in securities.
3. Includes net due from related institutions abroad for U.S. branches and

agencies of foreign banks having a net due from position.

4. Includes other transaction deposits.
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the U.S.

S. Includes securities sold under agreements to repurchase.

6. Includes net due to related institutions abroad for U.S. branches and
agencies of foreign banks having a net due to position.

7. Excludes loans to and federal funds transactions with commercial banks in
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING
Millions of dollars, end of period

1991
1986 1987 1988 1989 1990
Instrument Dec. Dec. Dec. Dec. Dec.
Jan. Feb. Mar. Apr. May June
Commercial paper (seasonally adjusted unless noted otherwise)
1 ALLESSUErS. .. .ouvviiin s 331,316 | 358,997 | 458,464 | 530,123 | 566,688 | 569,165 | 561,406 | 565,734 | 541,648 | 533,091 | 533,659
Financial companies!
Dealer-placed paper*
2 Total....oooovvviiiiiiiiiiiina, 101,707 | 102,742 | 159,777 | 186,343 | 218,953 | 216,148 | 217,812 | 224,865 | 212,337 | 206,507 | 203,229
3 Bank-related Snol seasonally
adjusted)”............ ..ol 2,265 1,428 1,248 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Directly placed paper*
4 Total ..o 151,897 | 174,332 | 194,931 | 212,640 | 201,862 | 202,784 | 197,799 | 190,285 | 184,703 | 183,383 | 189,512
5 Bank-related gnot seasonally
adjusted)’ .......... .. ..o 40,860 43,173 43,155 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
6 Nonfinancial c:ompanies5 ............... 77,712 81,923 103,756 131,140 | 145,873 150,233 145,795 150,584 144,608 | 143,201 140,918
Bankers dollar acceptances (not seasonally adjustcd)(’
TTotal ..ottt 64,974 70,565 66,631 62,972 54,771 56,498 52,831 48,795 47,086 46,438 45,539
Holder
8 Accepting banks 13,423 10,943 9,086 9,433 9,017 10,029 10,240 9,237 8,593 10,138 10,028
9 Ownbills ... 11,707 9,464 8,022 8,510 7,930 8,539 8,391 7,569 7,599 8,179 8,414
10 Billsbought............ooovvvvnnin 1,716 1,479 1,064 924 1,087 1,490 1,849 1,668 994 1,959 1,613
Federal Reserve
11 Ownaccount.........c.oovvvninins 0 0 0 0 0 0 0 0 0 0 0
12 Foreign correspondents. ............. 1,317 965 1,493 1,066 918 927 892 872 934 1,053 1,203
13Others.....vcivniiiiineiiiiiiaiinins 50,234 58,638 56,052 52,473 44,836 45,542 41,699 38,686 37,559 35,247 34,308
Basis
14 Imports into United States............. 14,670 16,483 14,984 15,651 13,096 14,284 13,799 12,509 12,511 12,821 13,431
15 Exports from United States . ........... 12,960 15,227 14,410 13,683 12,703 12,870 12,082 11,500 11,219 11,511 11,416
16 Allother..........o..oooviviiiin, 37,344 38,855 37,237 33,638 28,973 29,344 26,950 24,786 23,356 22,106 20,691
1. Institutions engaged primarily in activities such as, but not limited to, 5. Includes public utilities and firms engaged primarily in such activities as
commercial savings, and mortgage banking; sales, personal, and mortgage financ- communications, construction, manufacturing, mining, wholesale and retail trade,
ing; factoring, finance leasing, and other business lending; insurance underwrit- transportation, and services,
ing; and other investment activities. 6. Beginning January 1988, the number of respondents in the bankers accep-
2. Includes all financial company paper sold by dealers in the open market. tance survey were reduced from 155 to 111 institutions—those with $100 million
3. Beginning January 1989, bank-related series have been discontinued. or more in total acceptances. The panel is revised every January and currently has
4. As reported by financial companies that place their paper directly with about 100 respondents. The current reporting group accounts for over 90 percent
investors. of total acceptances activity.

1.33 PRIME RATE CHARGED BY BANKS on Short-Term Business Loans

Percent per year

. Average . Average : Average
Date of change Rate Period o Period el eg Period rat:g
1988— Jan. 1 .. 8.75 [ 1988 .oiiiiiiiiiiiiieie, 9.32 | 1989— Jan. .. 10.50 | 1990— Jan. ... 10.11
Feb. 2 8.50 1989 .. Lbo10.87 Feb. 10.93 Feb. 10.00
May 11 9.00 | 19% 10.01 Mar 11.50 Mar. 10.00
July 14 9.50 Apr. 11.50 Apr. 10.00
Aug. 11 10.00 | 1988— Jan. 8.75 May 11.50 May 10.00
Nov. 28 10.50 Feb. 8.51 June 11.97 June 10.00
Mar. 8.50 July 10.98 July 10.00
1989— Feb. 11.00 Apr. 8.50 Aug 10.50 Aug. 10.00
11.50 May 8.84 Sept 10.50 Sept. 10.00
June 11.00 June 9.00 Oct. 10.50 Oct. 10.00
July 10.50 July 9.29 Nov. 10.50 Nov. 10.00
Aug. 9.84 Dec. 10.50 Dec. 10,00
1990— Jan. 10.00 Sept. 10.00
1991— Jan. 9.50 Oct. 10.00 1991— Jan. ... 9.52
Feb. 9.00 Nov. L] 10.05 Feb. 9.05
May 8.50 DeC. woovriiieienieens 10.50 Mar. 9.00
Sept. 8.00 Apr. 9.00
May 8.50
June 8.50
July 8.50
Aug. . 8.50

NoTE. These data also appear in the Board’s H.15 (519) and G.13 (415) releases.
For address, see inside front cover.
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Financial Markets A23
1.35 INTEREST RATES Money and Capital Markets
Averages, percent per year; weekly, monthly and annual figures are averages of business day data unless otherwise noted.
1991 1991, week ending
Item 1988 1989 1990
Apr. May June July June 28 | July S | July 12 | July 19 | July 26
MONEY MARKET INSTRUMENTS
1 Federal funds'2® ......... 7.57 9.21 8.10 | 5.91 5.78 5.90 5.82 5.79 6.34 5.79 5.85 5.75
2 Discount window borrowi 6.20 6.93 6.98 598 5.50 5.50 5.50 5.50 5.50 5.50 5.50 5.50
Commercial paper*>®
3 lmonth .......oooiiiiiiiiiii 7.58 9.11 8.15 6.08 5.91 6.06 5.98 6.08 6.06 5.96 5.93
4 7.66 8.9 8.06 6.07 5.92 6.11 6.05 6.12 6.13 6.13 6.04 5.98
5 7.68 8.80 7.95 6.07 5.94 6.16 6.14 18 6.17 6.15 6.09
Finance paper, directly placed>’
6 1-month 7.4 8.99 8.00 5.95 5.76 5.93 5.86 5.94 5.91 5.89 5.84 5.83
7  3-month 7.38 8.72 7.87 5.94 5.81 596 5.89 5.95 5.93 5.93 5.88 5.87
8 6-month 7.14 8.16 7.53 591 572 5.75 5.81 5.84 5.85 5.84 5.79 5.82
Bankers acceptances™>?
9 3month ...............nn 7.56 8.87 7.93 5.92 5.75 5.94 5.89 5.94 5.93 5.92 59 5.83
10 6Gmomth ............coiiiiiiaiian 7.60 8.67 7.80 5.92 5.77 6.00 5.97 6.01 6.04 6.01 5.96 5.91
Certificates rgf deposit, secondary
market’”
11 l1-month 7.59 9.11 8.15 6.03 5.86 6.00 5.92 5.99 595 5.95 5.91 5.89
12 3-month 1.73 9.09 8.15 6.06 5.91 6.07 5.98 6.05 6.04 6.02 597 5.94
13 6-month 791 9.08 8.17 6.16 6.03 6.26 6.25 6.30 6.32 6.31 6.24 6.21
14 Eurodoliar deposits, 3-month®'® ......... 7.85 9.16 8.16 6.1t 5.94 6.08 6.01 6.05 6.08 6.06 6.03 6.00
U.S. Treasury bill.;
Secondary market®’
6.67 8.11 7.50 5.65 5.46 5.57 5.58 5.56 5.58 5.57 5.59 5.58
6.91 8.03 7.46 5.71 5.61 575 5.70 5.74 571 5.68 573 5.72
7.13 792 735 5.85 5.76 5.96 5.91 5.96 6.00 5.90 592 5.90
6.68 8.12 7.51 5.67 5.51 5.60 5.58 5.58 5.59 5.58 5.56 5.60
6.92 8.04 7.47 5.73 5.65 5.76 57 5.76 5.71 5.71 570 5.7
717 7.91 7.36 5.88 5.71 573 6.00 n.a. 6.00 n.a. n.a. n.a.
U.S. TrEasury NOTES AND BONDS
Constant maturities'?
2 - O 7.65 8.53 7.89 6.24 6.13 6.36 6.31 6.36 6.40 6.30 6.32 6.29
22 2-year ...i.iiiineeanen 8.10 8.57 8.16 6.95 6.78 6.96 6.92 6.98 7.00 6.95 6.90 6.89
23 3-year ... 8.26 8.55 8.26 7.23 7.12 7.39 7.38 7.42 7.42 7.44 7.38 7.35
24 S-year ................ 8.47 8.50 8.37 7.70 7.70 7.94 7.91 7.96 7.95 7.97 7.92 7.87
25 Tyear .......iiianenn 8.71 8.52 8.52 7.92 7.94 8.17 8.15 8.20 8.18 8.21 8.15 8.11
26 10-year ............. 8.85 8.49 8.55 8.04 8.07 8.28 8.27 8.31 8.28 8.32 8.28 8.25
27 30-YEAr .......i.iiiiiiiiniiesiaieens 8.96 8.45 8.61 8.2t 8.27 847 8.45 8.49 8.45 8.50 8.47 843
Composite"
28 Over 10 years (long-term} .............. 8.98 8.58 8.74 8.29 833 8.54 8.50 8.56 8.51 8.55 8.52 8.47
STATE AND LocAL NOTES AND BONDs
Moody's series™
29 A8 ... .. i e 7.36 7.00 6.96 .70 .70 6.83 6.85 6.85 8 6.80 6.73
7.83 7.40 7.29 7.18 7.10 7.21 7.18 7.23 7.23 7.25 7.16 7.09
7.68 7.23 7.27 7.02 6.95 7.13 7.13 7.10 7.0 7.04 7.00
10.18 9.66 .77 9.33 9.32 9.45 9.42 9.46 9.44 9.46 9.42 9.39
9.71 9.26 9.32 8.86 8.86 9.01 9.00 9.04 9.04 9.04 8.99 8.97
9.94 9.46 9.56 9.12 9.15 9.28 9.25 9.29 9.27 9.28 9.27 9.23
16.24 9.74 9.82 9.39 9.41 9.55 9.51 9.55 9.53 9.55 9.52 9.50
10.83 10.18 10.36 9.94 9.86 9.96 9.89 9.95 9.91 9.96 9.92 9.84
37 A-rated, recently offered utility bonds'? ....] 10.20 9.79 10.01 9.46 9.45 9.53 9.55 9.51 9.58 9.53 9.61 9.53
MeMmo: Dividend-price ratio'
38 Preferred stocks ........voiviiiaiiinnt 9.23 9.05 8.96 8.43 8.21 8.26 8.21 8.24 822 8.14 8.25 8.27
39 Common Stocks . .....oovvviiiineennenn, 3.64 3.45 3.61 3.19 3.23 3.23 3.20 3.28 3.26 3.24 3.18 3.21

1. The daily effective federal funds rate is a weighted average of rates on

trades thr N.Y. brokers.
2. Weekly figures are averages of 7 calendar days ending on Wednesday of the
current week; monthly figures include each calendar day in the month.
3. Annualized using a 360-day year or bank interest.
4. Rate for the Federal Reserve Bank of New York.
5. Quoted on a discount basis.
6. An average of offering rates on commercial paper placed by several leading
dealers for firms whose bond rating is AA or the equivalent.
7. An average of offering rates on paper directly placed by finance companies.
8. Representative closing yields for acceptances of the highest rated money
center banks.
a 9. An average of dealer offering rates on nationally traded certificates of
leposit.
16. Bid rates for Eurodollar deposits at 1! a.m. London time. Data are for
indication purposes only.
11. Auction date for daily data; weekly and monthly averages computed on an
issue-date basis.
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12. Yields on actively traded issues adjusted to constant maturities. Source:
U.S. Treasury.

13. Unweighted average of rates on all outstanding bonds neither due nor
callable in less than 10 years, including one very low yielding ‘‘flower’'bond.

14. General obligation 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.



A24 Domestic Financial Statistics O October 1991

1.36  STOCK MARKET Selected Statistics

1990 1991
Indicator 1988 1989 1990
Nov. Dec. Jan. Feb. Mar. Apr. May June July
Prices and trading (averages of daily figures)
Common stock prices (indexes)
1 New York Stock Exchange
(Dec. 31,1965 =50) ........c.....0. 149.96 | 180.13 [ 183.58 | 172.21 | 179.57 | 177.95| 197.75 | 203.56 | 207.71 | 207.07" | 207.32 | 208.29
2 Industrial ........... ...| 180.83 | 228.04 ( 225.89 | 212.81 | 221.86 | 220.69 | 246.74 | 255.36 [ 260.16 | 260.13 | 261.16 | 262.69
3 Transportation .. 134.07 | 17490 | 158.88 ; 132.96 | 141.31 | 14589 | 166.06 [ 166.26 | 166,90 | 170.77 | 177.05| 177.27
4 Utlity ......... . 72.22 94,33 90.71 89.69 91.56 88.59 92.08 92.29 92.92 90.73 89.01 90.08
5 Finance ........c...iiiiiiiiiiiien.. 127.41 | 162.01 | 133.36 ([ 113.76 | 122.18 | 121.39 | 141.03 | 145.41 | 152.64 | 151.32 | 152.30 | 151.69
6 Standard & Poor’s Corporation
1941-43=10)' ... 265.86 | 323.05 | 334.83 ) 31529 328,75 ] 32549 | 362.26 | 372.28 ; 379.68 | 378.27"| 378.29 | 380.23
7 American Stock Exchange
(Aug. 31,1973 =50 ............... 295.06 | 356.67 | 338.58 | 294.88 | 305.54 [ 304.08 | 338.11 | 353.98 | 365.02 | 362.67 | 366.06 | 364.33
Volume of trading (thousands of shares)
8 New York Stock Exchange .............. 161,509 | 165,568 | 156,777 | 149,916 | 155,836 | 166,323 | 226,635 | 196,343 | 182,510 | 170,337 | 162,154 | 162,065
9 American Stock Exchange .............. 9,955 13,124 13,155 10,368 11,620 | 10,870 | 16,649 15,326 | 13,140 | 10,995 11,477 10,883
Customer financing (millions of dollars, end-of-period balances)
10 Margin credit at broker-dealers® .......... 32,740 | 34,320 | 28,210 | 27,820 | 28,210 | 27,390 | 28,860 | 29,660 | 30,020 | 29,980 | 31,280 | 30,600
Free credit balg ances at brokers*
11 Margin-account’ ...............ooiil 5,660 7,040 8,050 7,300 8,050 7,435 7,19 7,320 6,975 7,200 6,690 6,545
12 Cash-account.................oooiiinn 16,595 | 18,505 { 19,285 | 17,025 | 19,285 | 18,825 | 19,435 | 19,555 | 17,830 | 16,650 | 18,110 | 16,945
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 .. ....vviiiii i 70 80 65 55 65 50
14 Convertible bonds . e 50 &0 50 50 50 50
15 Shortsales ..........co.covniiiinannn.. 70 80 65 55 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
gZS), 2{(1)1 transportation (formerly 15 rail), 40 public utility (formerly 60), and 40

nanci

2. Beginning July 5, 1983, the American Stock Exchange rebased its mdex
eﬁectlvely cutting previous readmgs in half.

nning July 1983, under the revised Regulation T, margin credit at
brokcr—dgl alers includes credlt 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 subscription 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
‘‘margin securities’’ (as defined in the regulations) when such credit is collater-
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alized 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 Regu]atlon X, eﬁecuve 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 by
the Securities and Exchange Commission. Effective Jan. 31, 1986, the SEC
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.

Effective June 8, 1988, margins were set to be the price option plus 20 percent
of the market value of the stock underlying the option (or 15 percent in the case
of stock-index options).



1.37 SELECTED FINANCIAL INSTITUTIONS Selected Assets and Liabilities
Millions of dollars, end of period

Financial Markets

A2S

1990 1991
Account 1988 1989
Aug. Sept. Oct. Nov. Dec. Jan Feb. Mar. Apr. May
SAIF-insured institutions
| Assets ................ 1,350,500 { 1,249,055 | 1,156,789 | 1,125,653 | 1,116,354" | 1,109,055" | 1,084,821” | 1,066,015" ] 1,054,800" | 1,042,161" | 1,027,608" | 1,020,745
2 Mortgages............. 764,513 ] 733,729 684,936 | 665,655] 662,309 | 653,508"| 633,385"| 624,691"( 619,622"| 610,644"| 608,864"| 605,89
3 Mortgage-backed
securities ......... 214,587 1 170,532 | 156,398 | 154,197 ] 153,469 | 155,616 | 155,228 151,414" 149,329"1 147,539"| 143,976"] 141,550
4  Contra-assets to
mortgage assets! | 37,950 25,457 19,453 18,550 17,139 17,076" 16,897 15,185" 14,673" 14,4947 14,312" 14,359
5 Commercial loans .. ... | 33,889 32,150 27,868 26,762 26,051 25,2617 24,125 23,668 23,207 22,306" 21,913 21,736
6 Consumer loans.. ... . 61,922 58,685 53,387 51,874 50,746 50,177 48,7537 48,1317 47,731" 47,634 46,702" 45,826
7 Contra-assets to no;
mortgage loans” . 3,056 3,592 2,034 1,982 1,769 1,692 1,936 1,701 1,854 1,819 1,739 1,737
8 Cash and investment
curities. . ........ 186,986 | 166,053 153,061 148,058 | 145,286 | 145,998 | 146,644" 140,5237| 138,885"| 138,993 132,876"( 134,021
9 Other’ ................ 129,610 [ 116,955 102,627 99,640 97,579 97,2627 95,522 94,474" 92,553" 91,358" 89,328 87,773
10 Liabilities and net worth .| 1,350,500 | 1,249,055 | 1,156,789 | 1,125,653 | 1,116,354 | 1,109,055" | 1,084,821" | 1,066,015" | 1,054,800 | 1,042,161" | 1,027,608’ 1,020,745
11 Savings capital ....... | 971,700 [ 945,656 | 878,736 | 857,688 { 851,810 | 846,822 | 835,496 | 823,514"| 816,493"| 816,993"| 806,272"( 801,685
12 Borrowed money ...... 99,400 252,230 221,872 213,563 § 208,105 203,855 197,353 188,9147| 183,672 169,422"|  164,274" 159,636
13 FHLBB 134,168 124,577 105,882 101,731 100,574 100,493 100,391 95,819 94,658 90,555 86,779 82,312
14  Other .. 127,653 | 115,990 111,832} 107,531 103,362 96,962 93,095 89,014 78,867" 77,4957 77,324
15 Other .... 27,556 28,293 23,874 25,654" 26,152" 21,332" 22,167" 23,328 20,323" 21,726" 23,640
16 Net worth 23,612 27,889 30,526 30,793 32,225 30,6407 31,419" 31,308" 35,423 35,336" 35,783
SAIF-insured federal savings banks
17 Assets ................ 425,966 498,522 584,632 591,136 588,880 585,847 576,531 567,373 556,708 552,520 549,319 552,240
18 Mortgages ............ 230,734 | 283,844 | 328,895 | 332,927 | 332,431 | 328,122 } 320,233 | 316,889 | 313,880 | 309,618 | 311,932 | 312,230
19 Mortgage-backed
securities ......... 64,957 70,499 80,994 82,418 82,219 84,190 81,205 79,451 78,290 77,684 75,147 75,075
20 Contra-assets to
mortgage assets' .| 13,140 13,548 9,339 9,964 9,578 9,305 9,591 8,222 7,777 7,975 7,638 7,932
21 Commercial loans .. .... 16,731 18,143 18,662 18,767 18,458 18,197 17,674 17,299 17,008 16,556 16,215 16,340
22 Consumer loans.......| 24,222 28,212 31,183 30,750 ,682 30,421 29,933 31,179 29,292 30,586 30,433 30,283
23 Contra-assets to nop-
mortgage loans” . 889 1,193 813 980 51 805 990 770 895 966 951 1,031
24 Finance leases plus
interest............ 880 1,101 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
25 Cash and investment ..,| 61,029 64,538 73,756 73,602 75,117 72,454 75,940 71,066 67,721 68,157 65,786 68,847
26 Other ................ 35,412 39,981 44,129 46,043 45,287 45,319 K 44,768 44,210 43,714 43,292 43,377
27 Liabilities and net worth | 425,966 | 498,522 | 584,632 | 591,136 | 588,880 | 585,847 | 576,531 | 567,373 | 556,708 | 552,520 | 549,319 | 552,240
28 Savings capital ........| 298,197 360,547 424,260 434,705 436,080 436,903 434,297 428,822 422,745 425,720 422,955 424,158
29 Borrowed money .. 99,286 | 108,448 | 120,592 | 119,991 115,472 | 111,270 } 107,270 { 102,313 97,089 90,692 89,310 90,089
30 FHLBB 46,265 57,032 62,209 61,605 60,256 60,265 59,949 57,703 56,078 53,134 51,736 50,726
31 Other .... 53,021 51,416 58,383 58,386 55,216 51,005 47,321 44,610 41,011 37,558 37,574 39,363
32 Other ...... 8,075 9,041 10,128 8,253 ,063 9,824 8,193 8,356 8,721 7,700 8,21t 9,098
33 Networth............. 20,218 22,716 26,420 24,859 24,837 24,931 24,172 25,285 25,432 25,494 25,542 25,570
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1.37—Continued

1990 1991
Account 1988 1989
Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May
Credit unions*
34 Total assets/liabilities
and capital. . ....... 174,593 | 183,688 | 196,625 | 197,272 198,206
35 Federal ...... 114,566 | 120,666 | 128,715 | 129,086 130,073
36 State..... 60,027 63,022 67,910 68,186 68,133
37 Loans outstanding. 113,191 122,608 126,156 127,341 n.a. n.a. 127,132 n.a. n.a. n.a. n.a. n.a.
38 Federal ...... 73,766 80,272 82,040 82,823 83,029
39  State..... 39,425 42,336 44,116 44,518 44,102
40 Savings ........ ..I 159,010 167,371 178,081 177,532 179,974
41  Federal (shares)...... 104,431 109,653 | 116,411 | 115,469 117,892
42 State (shares and
deposits) ........... 54,579 57,718 61,670 62,063 62,082
Life insurance companies’
43 Assets................. 1,299,756 1,387,463 1,411,881
Securities
44 Government ........... 178,141 202,962 208,782
45  United States® .. 153,361 175,156 180,200
46  State aryd local . . K 11,818 12,038
47  Foreign’...... 15,752 15,988 16,544
48 Business ....... n.a 663,677 na 709,470 n.a n.a. 724,603 n.a. n.a. n.a. n.a. n.a.
49 Bonds........ 538,063 588,251 596,053
50 Stocks.............. 125,614 121,219 128,550
51 Mortgages............. 254,215 266,063 267,922
52 Real estate ..... 39,908 . 44,718
53 Policy loans ... 57,439 60,641 61,562
54 Other assets........... 106,376 103,783 104,294

1. Contra-assets are credit-balance accounts that must be subtracted from the
corresponding gross asset categories to yield net asset levels. Contra-assets to
mortgage loans, contracts, and pass-through securities include loans in process,
unearned discounts and deferred loan fees, valuation allowances for mortgages
*“‘held for sale,” and specific reserves and other valuation allowances.

2. Contra-assets are credit-balance accounts that must be subtracted from the
corresponding gross asset categories to yield net asset levels. Contra-assets to
nonmortgage loans include loans in process, unearned discounts and deferred loan

fees, and specific reserves and valuation allowances.

3. Includes holding of stock in Federal Home Loan Bank and Finance leases

plus interest.

4. Data include all federally insured credit unions, both federal and state
chartered, serving natural persons.
5. Data are no longer available on a monthly basis for life insurance companies.
6. Direct and guaranteed obligations. Excludes federal agency issues not
guaranteed, which are shown in the table under “‘Business’’ securities.
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7. Issues of foreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development.

NoTE. Savings Association Insurance Fund (SAIF)-insured institutions: Esti-
mates by the Office of Thrift Supervision (OTS) for all institutions insured by the
SAIF and based on the OTS thrift Financial Report.

SAIF-insured federal savings banks: Estimates by the OTS for federal savings
banks insured by the SAIF and based on the OTS thrift Financial Report.

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 ¢ach item separately
but are included, in total, in *‘Other asses.”



1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Financial Markets A27

Calendar year
Fiscal Fiscal Fiscal
Type of account or operation year year year 1991
1988 1989 1990
Feb. Mar. Apr. May June July

U.S. budget'
1 Receipts, total 908,166 990,701 1,031,308 67,657 64,805 140,380 63,560 103,389 78,593
2 On-budget.. 666,675 727,035 749,654 45,594 39,011 108,746 41,958 76,322 56,327
3 Off-budget.................iiieinn 241,491 263,666 281,654 22,063 25,794 31,634 21,602 27,067 22,266
4 OQutlays, total .....................0ehns 1,063,318 | 1,144,020 | 1,251,766 93,834 105,876 110,249 116,906 105,849 119,384
5  On-budget ... 860,627 933,107 | 1,026,701 72,667 83,340 90,362 95,903 ,901 99,532
6 Off-budget ... 202,691 210,911 25,065 21,167 22,536 19,887 21,003 14,948 19,852
7 Surplus or deficit (=), total ............... —155,151 | —153,319 { —220,458 -26,177 —41,071 30,131 —53,346 —-2,460 -40,791
8 Onbudget...................i —193,952 | 206,072 | —277,047 —27,073 —44,329 18,384 —53,945 —14,579 —43,205
9 Off-budget...............oiiiinl 38,800 52,753 56,590 896 3,258 11,747 599 12,119 2,414

Source of financing (total)
10 Borrowing from the public................ 166,139 141,806 264,453 34,611 -9,913 -9,399 41,742 10,715 34,434
11 Opemt;ng cash (decrease, or increase (<)) ... -7,962 3,425 818 2,341 28,473 -16,214 20,362 -15,730 6,728
12 Other “-+ v vvevvvnnnianninn e —-3,026 8,088 —44,813 —-10,775 22,511 —4,518 —-8,758 7,475 -371

MEmo
13 Treasury operating balance (level, end of

period) ...ii i 44,398 40,973 40,155 60,474 32,001 48,215 27,853 43,538 36,855

14  Federal Reserve Banks. 13,023 13,452 7,638 23,898 10,922 13,682 6,619 11,822 5,831
15 Tax and loan accounts ................. 31,375 27,521 32,517 36,577 21,078 34,533 21,234 31,761 31,024

1. In accordance with the Balanced Budget and Emergency Deficit Contral 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. The Postal Service B included as an
off-budget item in the Monthly Treasury Statement beginning in 1990.

2. Includes special drawing rights (SDRs); reserve position on the U.S. quota
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in the International Monetary Fund (IMF); loans to the IMF; other cash and
monetary assets; accrued interest payable to the public; allocations of special
drawing rights; deposit funds; miscellaneous liability (including checks outstand-
ing) and asset accounts; seigniorage; increment on gold; net gain or loss for U.S.
currency valuation adjustment; net gain or loss for IMF loan-valuation adjust-
ment; and profit on sale of gold.

Sources. Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government and the Budget of the U.S. Government.
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1.39 U.S. BUDGET RECEIPTS AND OUTLAYS!

Millions of dollars

Calendar year

Fiscal Fiscal
Source or type year year 1989 1990 1991
1989 1990
H2 H1 H2 Hi May June July
RECEIPTS
1 Allsources...............oovnvnnnnn 990,701 1,031,308 470,276 548,861 503,123 540,504 63,560 103,389 78,593
2 Individual income taxes, net......... 445,690 466,884 218,706 243,087 230,745 232,389 20,005 44,517 38,403
3 Withheld ............... .l .. 361,386 390,480 193,296 190,219 207,469 193,440 36,958 27,449 37,119
4  Presidential Election Campaign Fund . ... 32 32 3 30 3 31 6 6 0
5 Nonwithheld 154,839 149,189 33,303 117,675 31,728 109,405 3,067 18,681 2,971
6 Refunds..............oooioalll 70,567 72,817 ,898 64,838 8,455 70,487 20,026 1,618 1,687
Corporation income taxes
7 Gross receipts.......ooiiiiiiiia 117,015 110,017 52,269 58,830 54,044 58,903 2,931 17,472 3.039
8 Refunds 13,723 16,510 6,842 8,326 7,603 7,904 899 932 1,270
9 Social insurance taxes and contributions,
1 P 359,416 380,047 162,574 210,476 178,468 214,303 34,546 34,758 30,360
10 Employment taxe, es and
contributions®.............. ...l 332,859 353,891 152,407 195,269 167,224 199,727 27,192 34,152 28,424
11 Self-employmegt taxes and
contributions® ............... 18,504 21,795 1,947 19,017 2,638 2,150 1,604 3,136 0
12 Unemployment insurance. . .. .. 22,011 21,635 7,909 12,929 8,996 12,296 6,928 251 1,578
13 Othernetreceipts®..................... . 4,522 2,260 2,278 2,249 2,279 426 355 358
14 EXCiSE taxes .......oonnnevvennnnns 34,386 35,345 16,799 18,153 17,535 20,703 3,653 3,534 4,274
15 Customs deposits. . 16,334 16,707 8,667 8,09 8,568 7,488 1,244 1,215 1,464
16 Estate and gift taxes . s 8,745 11,500 4,451 6,442 5,333 5,631 835 708 1,065
17 Miscellaneous receipts’ 22.839 27,316 13,651 12,106 16,032 8,991 1,245 2,117 1,258
OuTLAYS
18 ARtypes.......covvvvinnnnninnenes 1,144,020 | 1,251,766 587,394 640,867 647,218 631,737 116,906 105,849 119,384
19 National defense ................... 303,559 299,335 149,613 152,733 149,497 122,089 25,069 21,934 23,910
20 International affairs ,574 3,760 5,971 , 77 A ,592 1,862 725 860
21 General science, space, and technology 12,838 14,420 7,091 6,974 8,081 7,496 1,410 1,199 1,312
22 ENRIBY .ot ivveninrivninaniiiniis 3,702 2,470 1,449 1,216 979 816 513 180 175
23 Natural resources and environment . 16,182 17,009 9,183 7,343 9,933 8,324 1,557 1,518 1,566
24 Agriculture ...... ... ool 16,948 11,998 4,132 7,450 6,878 7,684 1,638 597 664
25 Commerce and housing credit. . 29,091 67,495 22,295 38,672 37,491 17,9927 3,115 6,424" 15,199
26 Transportation ................ 27,608 29,495 14,982 13,754 16,218 14,748 2,631 2,562 2,721
27 Community and regional developm 5,361 X 4,879 3,987 3,939 3,552 698 503 542
28 Education, training, employment, and
social services.................. 36,694 37,479 18,663 19,537 18,988 21,234 3,404 3,175 2,967
29 Health. . ............c.ovviinnn,s 48,390 58,101 25,339 29,488 31,424 35,608 6,059 6,917 6,220
30 Social security and medicare. . e 317,506 346,383 162,322 175,997 176,353 190,247 32,621 33,907 32,246
31 Income security .........conviuninnn 136,031 148,299 7,950 78,475 75,948 88,778 16,307 9,827 14,803
32 Veterans benefits and services 30,066 29,112 14,864 15,217 15,479 14,326 3,674 1,168 2,654
33 Administration of justice ... ... 9,422 10,076 4,909 4,868 5,265 6,187 1,219 930 1,072
34 General go gmment ...... 9,124 10,822 4,760 4,916 6,976 5,212 1,266 1,592 —64
35 Netinterest® ................ 169,317 183,790 87,927 91,155 94,650 98,556 17,042 15,746 15,994
36 Undistributed offsetting receipts’ . -37,212 -36,615 —18,935 ~17,688 -19,829 -18,702 -3,180 -3,051 —-3,454

1. Functional details do not sum 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 to calendar year data because revisions from
the Budget 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, U.S. govern-

ment 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 1990.

Statement of
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars, end of period

1989 1990 1991
Item
June 30 | Sept.30 | Dec. 31 Mar. 31 June 30 Sept. 30 | Dec. 31 Mar. 31 June 30
1 Federal debt outstanding . ..................ooennnt 2,824.0 2,881.1 2,975.5 3,081.9 3,175.5 3,266.1 3,397.3 3,491.7 3,562.9
2 Public debt securities. . ........oviiiiiiiiiienns 2,799.9 2,857.4 2,953.0 3,052.0 3,143.8 3,233.3 3,364.8 3,465.2 3,538.0
3 Heldbypublic................ L] 2,142 2,180.7 2,245.2 2,329.3 2,368.8 2,437.6 2,536.6 n.a. n.a.
4  Held by agencies 6578 676.7 707.8 722! 775.0 795.8 828.3 n.a. n.a.
5 Agency SECUties .. ...o.vvviininerneianniinann es 24.0 23.7 22.5 29.9 31.7 328 32.5 n.a. n.a.
6 Heldbypublic................ Cees 23.6 23.5 2.4 29.8 31.6 32.6 324 n.a. n.a.
7  Held by agencies 5 .1 1 2 2 2 1 n.a. n.a.
8 Debt subject to statutory Bmit. .. ................... 2,784.6 2,829.8 2,921.7 2,988.9 3,077.0 3,161.2 3,281.7 3,377.1 3,450.3
9 Public debt securities. . ........coooiiiiiiii 2,784.3 2,829.5 2,921.4 2,988.6 3,076.6 3,160.9 3,281.3 3,376.7 3,449.8
10 Otherdebt! ... .. . ...t 2 3 3 3 4 4 4 4 4
11 Memo: Statutory debt limit ..................... .. 2,800.0 2,870.0 3,122.7 3,122.7 3,122.7 3,195.0 4,145.0 4,145.0 4,145.0
1. Consists of guaranteed debt of Treasury and other federal agencies, specified Sources. Treasury Bulletin and Monthly Stat t of the Public Debt of the
participation certificates, notes to international lending organizations, and District United States.
of Columbia stadium bonds.
1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars, end of period
19%0 1991
Type and holder 1987 1988 1989 1990
Q3 Q4 Q1 Q2
{ Total grosspublicdebt..............ooiiiiiiiienieinnn oo 2,431.7 2,684.4 2,953.0 3,364.8 3,233.3 3,364.8 34652 | 3,538.0
By type .
2 INterest-DEaTng. . .. . ovunvvntiariiieinr i 2,428.9 2,663.1 2,931.8 3,362.0 3,210.9 3,362.0 3,441.4 | 3,516.1"
3 Marketable . ... ..o e 1,724.7 1,821.3 1,945.4 2,195.8 2,092.8 2,195.8 2,2279 | 2,268.1
4 BilS. .ot 389.5 414.0 430.6 527.4 482.5 527.4 5333 521.5"
T 1 1 7 R 1,037.9 1,083.6 1,151.5 1,265.2 1,218.1 1,265.2 1,280.4 1,320.3
6 BONAS « .ot ete i 282.5 308.9 348.2 388.2 377.2 388.2 399.3 411.2
7 Nonmarketable! ... .. ... oiiniii i 704.2 841.8 986.4 1,166.2 1,118.2 1,166.2 1,213.5 1,248.0
8 State and locakgovcrnmem SETIES. . i vvsiar e e ienians . 151.5 163.3 160.8 161. 160.8 159.4 161.0
9 Foreignissues’ ............... 6.6 6.8 43.5 36.0 43.5 42.8 42.1
10 Government,........... 6.6 6.8 43.5 36.0 43.5 42.8 42.1
11 Public .........ooenn .0 .0 .0 .0 0 0 .0
12 Savings bonds and notes. ., 107.6 115.7 124.1 122.2 124.1 127.7 131.3
13 Government account series 575.6 695.6 813.8 779.4 813.8 853.1 883.2
14 Non-interest-bearing debt. ... .. 21.3 21.2 2.8 224 2.8 23.8 219
By holder*
15 U.S. Treasury and other federal agencies and trust funds. ......... 477.6 589.2 707.8 828.3 795.8 828.3 r
16 Federal Reserve Banks e, . 222.6 238.4 228.4 259.8 232.5 259.8
17 Private investors...... 1,731.4 1,858.5 2,015.8 2,288.3 2,207.3 2,288.3
18 Commercial banks .......... 201.5 193.8 174.8 n.a. 188.0 n.a.
19 Money market funds ........ 14.6 11.8 149 n.a. 33.6 n.a.
20  InSUrance COMPAMIES . ...uvvvvuanannassiianesacannn 104.9 107.3 130.1 n.a. 138.9 n.a. n.a. n.a.
21 Other COMPAMIES. <. .o ovvvereiannrieainaennenaanaenes . 84.6 87.1 98.8 n.a. 114.6 n.a.
22 State and local treasuries .. ... ... it 284.6 313.6 338.7 n.a. 344.0 n.a.
Individuals
23 Savings bONds .. .....i.iiiiii i 101.1 109.6 117.7 126.2 123.9 126.2
24  Other securities............. . 71.3 79.2 98.8 n.a. 114.6 n.a.
25  Foreign and international® ... 299.7 362.2 1929 na 404.9 n.a.
26  Other miscellaneous investors 569.1 593.4 672.5 n.a n.a. n.a.
1. Includes (not shown separately); Securities issued to the Rural Electrifica- estimates.

tion Administration; depository bonds, retirement plan bonds, and individual
retirement bonds,
N. )

.} series d d in dollar and series denominated in
foreign currency held by foreigners.
o 3. Held almost entirely by U.S. Treasury and other federal agencies and trust
unds.

4, Data for Federal Reserve Banks and U.S. Treasury and other Federal
agencies and trust funds are actual holdings; data for other groups are Treasury
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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
glaliement of the Public Debt of the United States; data by holder, the Treasury

ulletin.
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions’

Millions of dollars, daily averages, par value

1991 1991, week ending
Item
Apr. May June June S | June 12 | June 19 | June 26 | July 3 1 July 10 | July 17 | July 24 § July 31
IMMEDIATE TRANSACTIONS?
By type of security
U.S. Treasury securities
1 Bills..........oocoviiian. 30,498 | 30,745 | 30,281 | 36,132 | 28,990 26,200 | 30,228 ; 35068 | 27,527 | 27,252 | 23,224 | 30,130
Coupon securities
2 Maturing in less than 3.5 years .. | 37,426 | 43,429 | 32,941 | 38,248 | 32,478 28,826 | 32,234 | 38,197 | 30,539 | 32,948 | 32,346 | 32,414
3 Maturing in 3.5 to 7.5 years. .. .. 30,113 | 24,695 | 23,422 | 24,969 | 22,212 23,873 | 23,335 | 23,217 | 20,200 | 26,830 | 24,943 | 22,270
4 Maturing in 7.5 to 15 years ..... 11,243 14,556 10,805 13,252 11,636 10,114 9,310 10,523 7,112 8,949 7,971 10,746
S Maturing in 15 years or more ... | 12,905 | 13,550 | 11,497 12,858 | 12,736 12,074 9,546 9,787 9,682 10,782 9,653 13,834
Fegill;al agency securities
)
6 Maturing in less than 3.5 years .. | 4,231" | 4,2847 4,028" 4,518" 3,629 3,702 3,963 5,269 4,485 3,944 4,347 4,842
7 Maturing in 3.5 to 7.5 years. ... 577 642" 554" 81 5717 481 414 639 354 362 360 448
8 Maturing in 7.5 years or more .. 667 712" 662" 1,099 641" 519 621 519 693 583 844 425
Mortgage-backed securities
9 Pass-throyghs. . . 10,587° | 9,607 | 10,706 9,653 | 11,318 12,075 | 10,067 8,930 | 10,813 9,468 8,293 8,994
10 All others’. . ... 1,385" 1,364 1,867 1,658" 1,860" 1,964 1,761 2,218 1,489 1,775 1,742 1,972
By type of counterparty
Primary dealers and brokers
11 U.S. Treasury and Federal
agency securities........... 74,699 76,948 67,404 77,184 66,456 62,760 65,514 71,442 57,979 65,997 61,049 65,320
Federal agency
12 Debt securities............. 1,620 1,621" 1,365" 1,733 1,204 1,303 1,283 1,576 1,416 1,324 1,516 1,517
13 c Mortgage-backed securities.. | 5,742" 5,011" 6,053 5377 5,842" 7,468 5,678 4,992 5,989 5,085 4,517 4,372
ustomers
14  U.S. Treasury and Federal agency
SECUnties . ............ ..., 47,485 | 50,027 41,542 48,275 41,596 38,327 39,139 45,350 37,082 40,764 37,087 44,075
Federal agency
15 Debt securities............. 3,855 | 4,017 3,879 4,703" 3,643 3,397 3,714 4,850 4,116 3,565 4,036 4,198
16 Mortgage-backed securities. . 6,230" 5,960 6,520" 5,933 7,337 6,571 6,151 6,155 6,313 6,157 5,518 6,594
FUTURE AND FORWARD
TRANSACTIONS*
By type of deliverable security
U.S. Treasury securities
17 Bills...ooiiniiiiiniiiianan 3,782 4,201 5,531 4,927 4,005 5,807 6,841 6,286 3,306 3,187 3,072 2,721
Coupon securities
18 Maturing in less than 3.5 years . | 1,065 1,292 1,285 1,340 1,218 1,323 1,218 1,442 967 1,015 768 760
19 Maturing in 3.5t0 7.5 years. .. .. 740 569 607 593 704 628 456 714 224 621 580 416
20 Maturing in 7.5 to 15 years ..... 938 1,346 1,680 1,497 1,582 828 1,172 554 721 675 990
21 Maturing in 15 years or more ... 8,030 9,082" | 10,348 | 10,059 9,237 8,105 6,801 6,956 7.664 6,768 8,404
Feg:bml agency securities
t
22 Maturing in less than 3.5 years . . 56 57 68 9 116 24 31 106 7 227 80 4
23 Maturing in 3.5 t0 7.5 years. .. .. 25 11 47 10 141 4 n.a. 91 4 5 8 104
24 Maturing in 7.5 years or more .. 41 26 20 i1 22 18 28 18 22 10 22 30
Mortgage-backed securities
25 Pass-throyghs ................ 9,316 9,536 9,604 9,456 | 11,342 8,628 8,942 9,575 10,999 | 12,779 | 10,403 8,656
26 Allothers®................... 1,472 1,684 1,697 1,768 2,143 1,051 1,839 1,737 1,658 1,752 1,900 1,252
OPTION TRANSACTIONS®
By type of underlying securities
U.S. Treasury securities
27 Bills..................i n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Coupon securities
28 Maturing in less than 3.5 years . 874 1,056 2,104 2,264 2,189 1,356 2,740 1,928 650 4,723 6,717 6,586
29 Maturing in 3.5 to 7.5 years..... 196 138 243 157 293 254 146 458 176 174 47 22
30 Maturing in 7.5 to 15 years . .... 226 245 284 362 296 349 140 340 83 290 309 291
3 Maturing in 15 years or more ... | 2,249 2,205 2,048" 1,569 2,615 1,936 1,881 2,048 1,672 1,544 2,302 2,412
Federal agency securities
Debt
32 Maturing in less than 3.5 years . . n.a. n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
33 Maturing in 3.5 to 7.5 years. .. .. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
34 Maturing in 7.5 years or more .. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Mortgage-backed securities
35 333 202 275 249 443 310 158 103 237 412 146 432
36 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.

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. Immediate, forward, and future transactions
are reported at principal value, which does not include accrued interest; option
transactions are reported at the face value of the underlying securities.

Dealers report cumulative transactions for each week ending Wednesday.

2. Transactions for immediate delivery include purchases or sales of securities
(other than mortgage-backed agency securities) for which delivery is scheduled in
five business days or less and “‘when-issued”’ securities that settle on the issue
date of offering. Transactions for immediate delivery of mol -backed securities
include purchases and sales for which delivery is scheduled in thirty days or less.
Stripped securities are reported at market value by maturity of coupon or corpus.

3. Includes securities such as collateralized mortgage obligations (CMOs), reat
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estate mortgage investment conduits (REMICs); interest only (IOs), and principal
only (POs).

4. Futures transactions are standardized agreements arranged on an exchange.
Forward transactions are agreements made in the over-the-counter market that
specify delayed delivery. All futures transactions are included regardless of time
to delivery. Forward contracts for U.S. Treasury securities and federal agency
debt securities are included when the time to delivery is more than five days.
Forward contracts for mortgage-backed securities are included when the time to
delivery is more than thirty days.

5. Options transactions are purchases or sales of put and call options, whether
arranged on an organized exchange or in the over-the-counter market and include
options on futures contracts on U.S. Treasury and federal agency securities.

Note. In tables 1.42 and 1.43, the term "‘n.a.”” refers to data that are not
published because of insufficient activity.
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing'

Millions of dollars

1991
Item
Apr. May June May 29 | June 5 | June 12 | June 19 | June 26 | July 3 | July 10 | July 17 | July 24
Positions?
NET IMMEDIATE?

By type of security
U.S. Treasury securities
TBills. ..o 8,014 2,907 | 10,964 6,153 9,438 | 10,685 12,008 9,231 14,569 | 15,197 16,019] 18,545
Coupon securities
2 Maturing in less than 3.5 years ....... 3,892 -1,704| -1,976 —94 -166| —-2,150| -3,657 -942 -2,802| —4,455| —6,513| -3,238
3 Maturing in 3.5 to 7.5 years.. . 3,735 1,808 1,677 3,465 136 2,151 -477 3,083 4,083 7,356 7,192 9,515
4  Maturing in 7.5 to 15 years. .. o] —6,301F —4,4081 —4,972| -4,006| —-4,915| —4,941{ —-5278] —4,5607 —5,284| 5347 -5,5911 -3,84]1
5 Maturing in 15 years or more......... -12,982| —13,156 | —15,092| —13,102 | —13,947 | —14,841 j —-16,073 | —15,128 | ~15,186 | ~15,698 | ~17,357 | —18,307

Federal agency securities
Debt

6 Maturing in less than 3.5 years .. ... 3,547 4,960 6,230 4,597 6,490 5,598 6,158 6,835 6,077 6,274 5,863 5,286

7 Maturing in 3.5to 7.5 years........ 2,466 2,484 2,192 2,340 2,263 2,196 2,304 2,054 2,142 2,057 1,810 1,621

8 Maturing in 7.5 years or more 5,324 4,836 4,636 4,777 4,481 4,486 4,682 4,723 4,862 4,717 4,618 4,734
Mortgage-backed securities

9 Pass-throughs ..................co00 24,655| 26,165| 24,425| 19,464 | 22,231 26,345| 27,745| 23,575| 19,485| 23,848| 31,463| 28,856

10 Allothers® ........................ 9,373| 10,184] 10,940 9,939 10,492 10,439} 10,835| 10,863 12,693} 12,647 12,569( 11,432
Other money market instruments

11 Certificates of deposit 2,336 2,439 3,071 2,438 2,497 3,290 3,058 3,305 3,019 3,870 3,436 3,856

12 Commercial paper ........ 6,315 5,982 5,008 6,529 5,856 5,042 4,474 5,129 4,613 4,471 5,145 5,534

1,509 1,515 1,400 1,570 1,245 1,477 1,510 1,375 1,312 1,339 1,035 1,315

13 Bankers’ acceptances
FUTURE AND FORWARD®

By rype of deliverable security
U.S. Treasury securities

4 Bills..oooni i —12,209 | —18,953 | —13,075 [ —21,409 | —14,675| —11,880 | 11,758 | —12,801| ~15,953| ~16,984 | ~11,065| —8,782
Coupon securities
15  Maturing in less than 3.5 years ....... —1,044 520 530 —144 326 686 544 466 598 1,173 1,303 2,059
16  Maturing in 3.5 to 7.5 years.... -1,688] -1,254 1,000 —1,767 —-8i5 842 1,566 1,827 1,107 1,028 2,010 1,833
17 Maturing in 7.5 to 15 years..... . —200 —433 703 -850 29 1,038 714 716 917 379 704 -341
18  Maturing in 15 years or more......... —6,577| —4,116| —2,160| -3,039| -2,470 —730| —1,468| —3,083| —3,869| —2,734( ~-2,198| -4,744
ch:{’al agency securities
t
19 Maturing in less than 3.5 years..... 42 187 312 160 ~26 535 475 284 105 69 -97 52
20 Maturing in 3.5to 7.5 years........ 158 1 -138 10 —11 -172 —189 —159 —112 —104 -30 -57
21 Maturing in 7.5 years or more -20 -6 —54 5 22 -%0 ~133 -17 -1 —65 -13 1
Mortgage-backed securities
—15,368 | —8,907 | —10,441§ — 18,140 | —19,419| —15,565| —9,245| —14,066 | ~20,373 | —17,132
425 —348 —-69

22 Pass~thrmighs ...................... -11,134 [ —13,711
23 Alothers* ...l 1,588 752

Other money market instruments
24 Certificates of deposit

1,309 175 1,014 589 1,524 2,377 689

3,085 | —18,609 | —46,070 | —35,842 | —50,301 | —53,650 | —50,260 | —37,646 | —34,927 | —28,104 | 35,063 | —41,109

25  Commercial paper .............. .. n.a. na. na. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
26  Bankers’ acceptances n.a. n.a. na. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Financing®
Reverse repurchase agreements
27  Overnight and continuing . ........... 184,273 | 190,522 | 182,725 | 178,150 | 186,023 | 189,701 ] 188,649 | 175,447 | 168,763 | 188,649 | 181,852 | 172,000
28 TerM......cocovviiniiiiiiiiiaiaanes 230,965 | 230,051 | 243,720 | 227,947 | 240,046 | 256,504 | 257,295 | 226,886 ( 231,646 | 225,374 | 228,704 | 234,743
Repurchase agreements
29 8vemight and continuing ............ 280,196 | 274,319 | 279,426 | 276,970 | 289,136 | 293,647 | 295,542 | 270,154 | 230,426 | 292,787 | 296,801 | 287,693
30 Term ..........iiiiiiiiiiiiiiiiann 201,866 | 213,240 | 221,285 | 210,103 | 211,261 | 223,345 | 224,131 | 211,854 | 241,730 | 194,144 | 199,269 | 206,740
Securities borrowed
31 Overnight and continuing ............ 51,440 | 60,038 | 64,626 | 66,058 | 64,116 | 64,762 | 66,124 | 64,064 | 63,390 | 64,309 { 64,193 | 63,933
32 TerMe..eieiiienineairanannnnns 20,621 | 19,025 | 23,069 | 18,743 } 19,738 | 22,126 | 22,543 | 26,064 | 24,564 | 23917 | 23,078 | 22,534
Securities loaned
33 Overnight and continuing . ........... 6,538 7,062 7,096 6,723 7,133 6,889 7,202 7.525 6,478 7,038 7,807 7,619
34 Term......vevvniiiiniiiiiiiienains 874 724 1,297 652 821 n.a. 949 2,926 881 828 1,464 873
Collateralized loans
35  QOvernight and continuing ............ 4,122 4,503 5,962 5,005 5,825 5,740 5,546 6,324 6,614 6,871 6,262 | 6,344
36 Term...........ooiiiiiiiiiiiiien, 1,967 2,023 2,195 2,008 2,237 2,100 2,146 2,232 2,329 2,005 1,681 2,039
MeMo: Matched book’
Reverse repurchases
37 Overnight and continuing ............ 116,928 | 122,990 | 113,023 | 116,666 | 117,661 | 114,743 | 116,202 | 107,558 | 108,214 | 121,684 | 118,766 | 114,146
T V- 1 192,791 | 189,072 | 203,627 | 190,907 | 202,181 [ 214,468 | 213,218 | 191,150 | 191,511 | 191,736 | 187,696 | 190,618
Repurchases
39 vernight and continuing 154,692 | 152,094 | 154,997 | 154,322 [ 160,535 | 161,221 | 160,764 | 148,692 | 138,122 | 163,393 | 165,528 | 153,894
40 Term.......coveiiiiiiiiiiiiiiaiins 153,202 | 163,869 | 164,351 | 161,785 | 158,762 | 169,004 | 170,524 | 158,046 | 163,427 | 145,982 | 147,563 | 157,906

1. Data for positions and financing are obtained from reports submitted to the
Federal Reserve Bank of New York by the U.S. government securities dealers on
its published list of primary dealers. Weekly figures are close-of-business Wednes-
day data; monthly figures are averages of weekly data. Data for positions and
financing are averages of close-of-business Wednesday data.

2. Securities positions are reported at market value.

3. Net immediate positions include securities purchased or sold (other than
mortgage-backed agency securities) that have been delivered or are scheduled to
be delivered in five business days or less and ‘‘when-issued’’ securities settle on
the issue date of offering. Net immediate positions of mortgage-backed securities
include securities purchased or sold that have been delivered or are scheduled to
be delivered in thirty days or less.

4. Includes securities such as collateralized mortgage obligations (CMOs), real
estate mortgage investment conduits (REMICs), interest only (I0s), and principal
only (POs).

S. Futures positions are standardized contracts arranged on an exchange.

Forward positions reflect agreements made in the over-the-counter market that
specify delayed delivery. futures positions are included regardless of time to
delivery. Forward contracts for U.S. Treasury securities and for federal agency
debt securities are included when the time to delivery is more than five business
days. Forward contracts for mortgage-backed securities are included when the
time to delivery is more than thirty days.

6. Overnight fi ing refers to agr made on one business day that
mature on the next business day; continuing contracts are agreements that remain
in effect for more than one business day but have no specific maturity and can be
terminated without a requirement for advance notice by either party; term
agreements have a fixed maturity of more than one business day.

7. Matched-book data reflect financial intermediation activity in which the
borrowing and lending transactions are matched. Matched-book data are included
in the financing breakdowns listed above. The reverse repurchase and repurchase
numbers are not always equal because of the **matching’’ of securities of different
values or types of collateralization.
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dollars, end of period

1991
Agency 1987 1989 1990
Jan. Feb. Mar. Apr. May
1 Federal and federally sponsored agencies .................... 341,386 | 381,498 | 411,805 | 434,668 | 445,430 | 441,440 | 437,847 | 432,348 | 432,306
2 Federal agencies ..... .vvienireieirivenioavnninaranans 37,981 35,668 35,664 42,159 42,141 42,191 41,149 41,107 41,031
3 Defense Department! fre e 13 8 7 7 7 7 7 7 7
4 Export-Import Bank>’.... ., 1 11,9718 11,033 10,985 11,376 11,376 11,376 11,186 11,186 11,186
5  Federal Housing Administration®. . .. 183 150 328 393 329 361 370 365 407
6 Government N§tional Mortgage Assof
ceniﬁcateg 1,615 0 0 0 0 [ Q 0 1]
7  Postal Service 6,103 6,142 6,445 6,948 6,948 6,948 6,948 6,948 6,651
8 Tennessee Valley Authority ... 18,089 18,335 17,899 23,435 23,481 23,499 22,638 22,601 22,780
9  United States Railway Association' i} 0 0 0 0 0 0 0 0
10 Federally sponsored agencies” .........vvveeeinureeceeenns 303,405 | 345,830 | 375,407 [ 392,509 | 403,289 | 399,249 | 396,698 | 391,241 | 391,275
11  Federal Home Loan Banks..........covviiiniuvinrennnns 115,727 | 135.836 | 136,108 | 117,895 | 115,402 | 112,874 | 113,311 | 110,691 | 108,981
12 Federal Home Loan Mortgage Corporation ............... 17,645 22,797 26,148 30,941 33,187 32,640 31,425 29,768 29,016
13 Federal National Mortgage Association...............n.l 97,057 | 105,459 | 116,064 | 123,403 | 125,849 | 125974 | 124,885 | 124,189 | 126,806
14 Farm Credit Banks® ... ... it 55,275 53.127 54,864 53,590 53,717 52,480 51,890 52,049 51,485
15  Student Loan Marketirolg Association® .. 16,503 22,073 28,705 34,194 35,736 35,854 35,761 35,117 35,560
16 Financing Corpcmlion' .................... e 1,200 5,850 8,170 8,170 8,170 8,170 8,170 8,170 8,170
17 Farm Credit Financial Assistancf Corporation'! ........... 90 847 1,261 1,261 1,261 1,261 1,261 1,261
18 Resolution Funding Corporation?........................ 0 0 4,522 23,055 29,996 29,996 29,996 29,996 29,996
Memo
19 Federal Financing Bank debt ... 152,417 | 142,850 | 134,873 | 179,083 | 181,062 | 181,714 | 181,907 182,708 182,582
Lending to federal a!:d federally sponsored agencies
20 Export-Import Bank® ... ... .. ... i, 11,972 11,027 10,979 11,370 11,370 11,370 11,180 11,180 11,180
21 Postal SErvice®. . ... . et . 5,853 5,892 6,195 6,698 6,698 6,698 6, , 6,401
22 Student Loan Marketing Association . 4,940 4,910 4,880 4,850 4,850 4,850 4,850 4,850 4,850
23 Tennessee Valley Authority ... 16,709 16,955 16,519 14,055 14,101 14,119 13,258 13,221 13,400
24 United States Railway Associat; 0 i} 0 0 0 0 0 0
Other Lending'*
25 Farmers Home Administration. ............co.ooviiennann, 59,674 58,496 53,311 52,324 52,169 52,544 52,669 52,669 52,669
26 Rural Electrification Administration Lpo21,191 19,246 19,265 18,890 18,906 18,906 18,904 18,850 18,878
27 Other ..ottt 32,078 26,324 23,724 70,896 72,968 73,227 74,348 75,240 75,204

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. On-budget after Sept. 30, 1976.

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.

. Certificates of participation issued before fiscal 1969 by the Government
National Mortgage Association acting as trustee for the Farmers Home Admin-
istration; Department of Health, Education, and Welfare; Department of Housing
and Urban Development; Small Business Administration; and the Veterans
Administration.

6. Off-budget.

7. Includes outstanding noncontingent liabilities: notes, bonds, and deben-
tures. Some data are estimated.

8. Excludes borrowing by the Farm Credit Financial Assistance Corporation,
shown in line 17.

9. Before late 1982, the Association obtained financing through the Federal
Financing Bank (FFB). Borrowing excludes that obtained from the FFB, which is
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shown on line 22.

10. The Financing Corporation, established in August 1987 to recapitalize the
Federal Savings and Loan Insurance Corporation, undertook its first borrowing in
October 1987.

11. The Farm Credit Financial Assistance Corporation, established in January
1988 to provide assistance to the Farm Credit System, undertook its first
borrowing in July 1988.

12. The Resolution Funding Corporation, blished by the Fi ial Institu-
tions Reform, Recovery, and Enforcement Act of 1989, undertook its first
borrowing in October 1989.

13. 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.

14. 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

. ‘ 1990 1991
Type of 1;:\11; cc'r issuer, 1988 1989 1990
Dec. Jan. Feb. Mar. Apr. May June July
1 All issues, new and refum‘lingl ...................... 114,522 | 113,646 | 120,339 | 12,250 7,230 11,335 | 10,864 | 10,916 | 14,753 | 13,804 | 10,414
Type of issue
2 General obligation ............cooiiiiiiiiiienien 30,312 | 35,7741 39,610 | 3,536 | 2,343 4,838 4,219 3,771 4,946 4,442 3,350
3 REVEIUE . oeteere i eiae e esiareaeanen 84,210 | 77,873 | 81,295| 8,714 | 4,887 6,497 6,645 7,145 | 9,807 | 9,362 7,064
Type of issuer
4 SHAE . .iitnii i e 8,830 | 11,819 15,149 1,3% 713 2,027 1,195 1,199 1,890 1,529 576
S Special district and statutory aothority? ... L. 74,409 | 71,022 72,661 | 7,032 | 4,563 4,903 6,599 6,604 [ 9,549 5,057 3,322
6 Lf:nicipali!y, county, and township ................ 31,193 | 30,805 | 32,510 3,822 | 1,954 4,405 3,070 3,113 3,314 7,218 6,516
7 Issues for new capital, total ....................... 79,665 | 84,062 | 103,235 | 10,707 6,977 10,403 9,675 | 10,156 | 13,924 13,347 | 10,354
Use of proceeds
8 EdUCAtion .......o.vvvivrenrinenrnnanannes | 15,021 | 15,133 ( 17,042 1,418 | 1,079 1,579 2,583 2,001 2,462 2,684 2,041
3 6,870 | 11,650 | 2, 711 146 421 1,305 1,642 1,829 434

9 Transportation .......... 6,825 K 008
8,496 | 11,427 | 11,739 776 | 1,19 2,046 1,886 2,171 1,815 2,830 1,846

10 Utilities and conservation
11 Social welfare ........... 19,027 | 16,703 | 23,0991 2,001 891 698 2,140 921 3,373 2,455 2,090
12 Industrial aid ........ 5,624 5,036 6,117 933 607 768 554 319 743 1,040 411

13 Other purposes .......ooovvevreroarunaeareenens, 24,672 | 28,894 § 34,607 | 3,571 | 2,493 4,775 | 2,091 [ 3439 | 3,889 2,509 | 3,532

SOURCES. Investment Dealer’s Digest beginning April 1990. Securities Data/
Bond Buyer Municipal Data Base beginning 1986. Public Securities Association
for earlier data.

1. Par amounts of long-term issues based on date of sale.
2. Includes school districts beginning 1986.

1.46 NEW SECURITY ISSUES U.S. Corporations
Millions of doltars

) ) 1990 1991
Type of issue or issuer, 198 | 1989 | 1990
Nov. Dec. Jan. Feb. Mar. Apr. May June

1 AILESSUES . ot 410,898" | 379,535 | 339,5517 | 25,104” | 21,150 | 17,393 | 30,873 | 36,255 | 33,908" | 37,268 30,718
2 BOMASE . s 353,097" | 321,664" | 299,313 | 23,869 | 19,3617 | 16,497 | 29,071 | 32,306" | 28,595" | 29,850 25,100

Type of offering
3 Public, dOMESHC .. vvvvernenirnecennnn 202,215 | 181,393 | 189,271 | 22,163" 18,685" 15,838 | 25,9027 | 29,927" | 24,738" | 27.020° 22,800
4 Private placement, domestic® ........... 127,704" | 117,4207 | 86,988 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
5. Soldabroad . ....ooree e 23,178 22,851 23,054 1,706 676 659 3,168 2,379 3,857 2,830 2,300

Industry group
6 Manufacturing ............oc.vvenerinn 70,306 76,656" | 53,1107 6,639 2,887 3,390 8,116 7,240" 7,613 6,604 3,877
7 Commercial and miscellaneous ......... 62,7947 | 49,744" | 40,019 821 1,061 1,408 1,921 1,739" 2,936" 1,190 1,685
8 Transportation 10,275 10,0327 12,706" 457 351 711 563 985 502 665 567
9 Public utility . 20,834 18,688" | . 17,521" 2,209 2,082" 689 1,399 506 2,115 2,682 1,552
10 Communication 5,593 ,461 6,664" 693 1,380 97 669 988 845 337 1,838
11 Real estate and financial ............... 183,294 | 158,083 | 169,287" | 13,050 11,601 10,203 16,404 20,849" 14,585 18,373 15,581
12 StOCKS? . . oot 57,802 57,870 n.a. 1,235 1,789 896 1,802 3,949 5,313 7,418 5,618

Type of offerin
13 B e . 6544 | 6194 | 39971 265 175 0 150 | 123 s | 132 | L7
14 COMMON - - v oo yeeeeaanrsnnsneennnnn 35,911 26,030 19,443 970 1,614 896 1,652 2,716 4,711 6,027 3,887
15 Private placement®. ... ........vveeerins 15,346 | 25,647 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.

Industry group
16 Manufacturing ..........c.ooeuvvneunns 7,608 9,308 3,130 154 46 60 183 564 1,79 2,291 1,909
17 C ial and 8,449 7,446 5,279 42 110 18 546 1,096 1,521 1,563 851
18 Transportation . 1,535 1,929 126 0 5 242 0 249 416 277 0
19 Public utility .. 1,898 3,090 3,309 462 288 218 335 354 71 573 471
20 Communication ........... .. 515 1,904 416 0 6 n.a. 1] 0 [} i} 295
21 Real estate and financial. ............... 37,798 34,028 11,169 574 1,327 359 737 1,686 1,510 2,714 2,091

1. Figures which represent gross proceeds of issues maturing in more than one 3. Data are not available on a monthly basis. Before 1987, annual totals include
year, are the principal amount or number of units multiplied by offering price. underwritten issues only.
Excludes secondary offerings, employee stock plans, investment compani¢s other Sources. IDD Information Services, Inc., the Board of Governors of the
than closed-end, intracorporate transactions, equities sold abroad, and Yankee Federal Reserve System, and before 1989, the U.S. Securities and Exchange
bonds. Stock data include ownership securities 1ssued by limited partnerships. Commission.

2. Monthly data include only public offerings.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position

Millions of dollars

1990 1991
INVESTMENT COMPANIES! 1989 19%0
Nov. Dec. Jan. Feb. Mar. Apr. May” June
1 Sales of own Shares? .............coeeievvnnniniennns 306,445 | 345,780 25,583 34,553 38,012 30,605 31,597 40,356 36,719 33,877
2 Redemptions of own shares?. .oovvee e 272,165 | 289,573 22,085 29,484 27,648 23,390 25,372 32,895 26,972 27,617
I NELSAlES . .. ceoin e 34,280 | 56,207 » 5,069 | 10,364 7,215 6,226 7,461 9, 6,260
A ASSEIS e 553,871 | 570,744 | 557,676 | 570,744 | 590,296 | 616,472 | 632,052 | 647,053 | 671,852 | 660,466
5 Cash POSItion® .........ovieieeeiiiiiiiiiiiines 44,780 | 48,638 | 52,829 | 48,638 | 53,549 | 53,899 52,895 52,982 55,450 | 55,069
6 OMRET oot ot e e ettt e et e 509,091 | 522,106 | 504,847 | 522,106 | 536,747 } 562,573 | 579,154 | 594,071 | 616,402 | 605,397
1. Data on sales and redemptions exclude money market mutual funds but 4. Market value at end of period, less current liabilities.

include limited maturity municipal bond funds. Data on asset positions exclude S. Also includes all U.S. Treasury securities and other short-term debt
both money market mutual funds and limited maturity municipal bond funds. securities.

2. Includes reinvestment of investment income dividends. Excludes reinvest-
ment of capital gains distributions and share issue of conversions from one fund

to another in the same group.

3. Excludes share redemptions resulting from conversions from one fund to

another in the same group.

which comprise substantiallyrall open—end i

SoURCE. Invest C

I

Data based on reports of members,
nvestment companies registered with

the Securities and Exchange Commission. Data reflect newly formed companies

after their initial offering of securities.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1989 1990 1991
Account 1988 1989 1990
Q3 Q4 Q1 Q Q3 Q4 Q1 Q
1 Corporate profits with inventory valuation and
capital consumption adjustment 3376 | 3116 | 2983 | 3067 | 2909 | 2968 | 3066 | 300.7 | 2889 | 2862 | 287.9
2 Profits before tax. .. ....oveeerieenreerinnnnnn, 316.7 307.7 304.7 291.4 289.8 296.9 299.3 318.5 304.1 281.5 283.6
3 Profits tax Hability .. ...ovoeeronninns 1362 | 1351 | 132§ 1278 | 123.5 | 1299 | 1331 | 1391 | 1265 | 1151 | 1199
4 Profits after tax . ... .. ... 1805 | 1726 | 17250 1636 | 1663 | 167.1 | 166.1 | 179.4 | 177.6 | 166.4 | 163.7
s Dividends . ......overneraaaainn .| 1100 123.5 1339 | 125.0 127.7 130.3 | 133.0 135.1 137.2 | 137.5 136.4
6 Undistributed profits. . ...........cooveivunnnen 70.5 49.1 38.7 38.6 38.6 36.8 33.2 44.3 40.4 29.0 27.3
7 Inventory valuation. ... ........oovuivnieenecnneians =27.0 -21.7 —11.4 —6.1 -14.5 -11.4 -.5 -19.8 -13.8 8.1 4.1
8 Capital consumption adjustment .................... 47.8 25.5 4.9 21.4 15.6 11.3 7.7 2.0 ~14 | -35 3
SOURCE. Survey of Current Business (Department of Commerce).
1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment
Billions of dollars; quarterly data are at seasonaily adjusted annual rates.
1989 1990 1991
Industry 1989 1990 1991
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
1 Total nonfarm business................. 507.40 532.96 547.23 519.58 532.45 535.49 534.36 529.02 535.32 544.16 553.52
Manufacturing
2 Durable ioods industries . . . 82.56 82.9 80.06 83.41 86.35 84.34 82.67 78.62 81.53 81.53 79.71
3 Nondurable goods industrie: 101.24 109.79 110.11 108.47 105.02 110.82 111.81 111.52 108.58 109.58 111.74
Nonmanufacturing
4 ¥ining 9.21 9.87 9.88 9.38 9.58 9.84 9.98 10.09 9.85 10.05 9.96
ransj
5 Railn 6.26 6.41 5.44 6.80 6.45 6.66 5.60 6.90 5.60 5.15 5.81
6 Air.. 6.73 8.98 11.43 5.75 9.35 9.36 10.05 7.17 11.27 12.60 12.14
7 _ Other 5.85 6.20 7.47 5.69 6.33 5.84 5.76 6.88 6.71 7.50 7.45
Public utilities
8  Electric.......oooviiiiiiiiia 44.81 43,98 45.92 44.66 43.37 42.62 43.63 46.31 43.21 47.10 46.16
9 Gas and other..... . 21.47 23.02 2345 21.15 22.34 21.65 23.85 24.22 24.18 22.65 23.34
10 Commercial and other? 229.28 241.72 253.48 234.25 243.66 244.37 241.51 237.32 244.39 248,00 257.22

1. Anticipated by business.

2. “Other” consists of construction; wholesale and retail trade; finance and

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

insurance; personal and business services; and communication.
SOURCE. Survey of Current Business (Department of Commerce).



Domestic Finance Companies

1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities'

Billions of dollars, end of period; not seasonally adjusted

A35

1989 1990 1991
Account 1987 1988 1989
Q3 Q4 Qi Q2 Q3 Q4 Q1
ASSETS
Accounts receivable, gross2
1 CONSUMET. ...ttt iiin e eiiieres 141.1 146.2 140.8 146.3 140.8 137.9 138.6 140.9 136.07 131.6
2 Business... 207.4 236.5 256.0 246.8 256.0 262.9 274.8 275.4 290.8" 290.0
3 Real estate . 39.5 43.5 48.9 48.7 48.9 52.1 55.4 57.7 59.9 57.3
4 Total .ooiiiiii e 388.1 426.2 445.8 441.8 445.8 452.8 468.8 474.0 486.7" 478.9
Less:
5 Reserves for unearned income. ................... 453 50.0 52.0 529 52.0 51.9 54.3 55.1 56.6" 57.0
6 Reserves for 108ses. .........oovevirnaeiiiiiin..s 6.8 7.3 7.7 7.7 7.7 7.9 8.2 8.6 9.2 10.3
7 Accounts receivable, net..............ciiiiies 336.0 368.9 386.1 381.3 386.1 393.0 406.3 410.3 420.9 411.6
8 AILOWNET . ..o evii i ettt iie e iiianens 58.3 72.4 91.6 85.2 91.6 92.5 95.5 102.8 9.6 103.4
9 Total @sSets. . ........oovvurineiinrnanrrnnionnnn 394.2 41.3 471.6 466.4 471.6 485.5 501.9 513.1 520.6 515.0
L1aBILITIES AND CAPITAL
10 Bankloans..........covvvvnennns 16.4 15.4 14.5 12.2 14.5 13.9 15.8 15.6 19.4 220
11 Commercial paper ... 1284 142.0 149.5 147.2 149.5 152.9 152.4 148.6 152.7 141.2
Debt
12 Other shortterm...........c.ooiviivieiinaann 238.0 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
13 Long-term ...... 137.1 n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. n.a.
14 Due to parent n.a. 50.6 63.8 60.3 63.8 70.5 72.8 82.0 82.7 77.8
15 Not elsewhere classified . . n.a. 137.9 147.8 145.1 147.8 145.7 153.0 156.6 157.0 162.4
16 All other liabilities ................. 52.8 59.8 62.6 61.8 62.6 61.7 66.1 68.7 66.0" 68.0
17 Capital, surplus, and undivided profits ............ 31.5 35.6 394 39.8 394 40.7 418 41.6 42.8 43.7
18 Total linbilities and capital. ....................... 394.2 41.3 471.6 466.4 477.6 485.5 501.9 513.1 520.6 515.0
1. Components may not sum to totals because of rounding. 2. Excludes pools of securitized assets.
1.52 DOMESTIC FINANCE COMPANIES Business Credit OQutstanding and Net Change’
Millions of dollars, end of period, seasonally adjusted
1991
Type 1988 1989 1990
Jan. Feb. Mar. Apr. May June
| 234,891 | 258,957 | 292,638 | 293,383 | 294,284 | 294,225 | 294,569 | 297,171 | 298,228
Retail financing of installment sales
2 AUIOMOLIVE .ol iiii et a et 37,210 39,479 38,110 38,016 37,548 36,649 36,652 36,005 35,39
3 Equipment .. . 28,185 29,627 1,784 31,956 32,058 32,332 32,034 32,690 32,189
4 Pools of secul n.a. 698 951 911 879 828 777 737 707
Wholesale
5 Automotive ........... 32,953 33,814 32,283 32,404 31,428 30,329 30,066 30,055 29,305
6 Equipment .. . $,971 6,928 11,569 11,299 11,108 10,880 10,937 11,000 10,427
T AILOther. ... it 9,357 9,985 9,126 9,366 9,142 8,868 8,666 8,620 8,851
8 Pools of securitized assets” ......................0ihnn n.a. 0 2,950 2,836 3,353 3,354 2,905 2,855 2,805
Leasing
9 AULOIMIOLIVE . .\ eseiennrineieiiniinreiaairrananns 24,693 26,804 39,129 38,921 38,922 39,279 39,707 40,738 41,603
10 Equipment ... .......... 57,658 68,240 75,626 76,841 79,052 80,969 82,750 84,126 83,961
11 Pools of securitized assets n.a. 1,247 1,849 1,854 1,810 1,868 1,765 1,700 1,725
12 Loans on commercial accounts receivable and factored
commercial accounts receivable .................... 17,687 18,511 22,475 21,891 22,084 21,666 21,265 21,772 24,040
13 All other business credit.........c...ooiiiiiiiiiiiaann, 21,176 23,623 6,784 27,089 26,899 27,204 27,045 26,873 27,225
Net change (during period)
B4 Total . .ovneit i e 28,900 24,067 33,681 745 901 -59 M5 2,602" 1,057
Retail financing of installment sales
15 AULOMOLIVE . il iiennentinieaeirnaneianinaasnreanes 1,076 2,267 -1,369 -94 ~468 —900 4 —647 ~615
16 Equipment............., 3,108 1,442 2,157 171 103 274 —-298 656 —-501
17 Pools of securitized assets” ............coiiiiienieann, n.a. -26 253 -40 -32 =51 -51 ~40 =30
Wholesale
18 AULOMOLIVE ... tvieennrnerriieieneeinneernanenns 2,883 862 -1,531 121 -975 -1,100 -263 -11 =750
19 EqUIPMent . ... ..o.oivvniiiiii e e 393 958 4,641 -270 —192 —228 57 63 —573
20 Al Other. ...\ it 1,029 628 —860 240 =224 -215 -201 —46 231
21 Pools of securitized assets? ............o.coiereiiniinns n.a. 0 2,950 -114 517 1 —449 -50 -50
Leasing
22 AULOMOLIVE .+ .\ ieeentnieseeniannnernaeinnarnnensss 2,5% 2,110 12,326 ~209 1 358 428 1,031 865
23 EQUIPMENt ... .ovnitiityireicinieneneeneieiaieieenns 14,166 10,581 7,385 1,215 2,211 1,917 1,781 1,376" -165
24 Pools Of securitized asSets? .. .......ccooveeeernurinnnnn n.a. 526 602 5 —44 58 -103 —-65 25
25 Loans on commercial accounts receivable and factored
commercial accounts receivable ..................0L —484 826 3,964 —585 194 —418 -401 507" 2,268
26 All other business credit..........c.ocoviviiiiiianinn, 4,134 3,163 3,163 305 -190 305 —-158 -172" 352

Digitized for FRAGER
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1 se data also appear in the Board's G.20 (422) release. For address, see
sont .ar@?!

2. Data on pools of securitized assets are not seasonally adjusted.
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1.53 MORTGAGE MARKETS Conventional Mortgages on New Homes

Millions of dollars; exceptions noted.

1991
Item 1988 1989 1990
Jan. Feb. Mar, Apr. May June July
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Terms'
1 Purchase price (thousands of dollars).............. 150.0 159.6 153.2 148.3 153.2 136.7 151.4 146.8 166.7 165.1
2 Amount of loan (thousands of dollars)............. 110.5 117.0 112.4 112.3 113.8 100.4 114.5 109.2 121.9 121.6
3 Loan-price ratio (percent).............cooovvnnnnn 75.5 74.5 74.8 77.2 76.3 74.6 76.4 75.2 74.2 75.0
4 Maturity (years) ...........oovviinnenns PARERRER 28.0 28.1 27.3 28.1 28.3 25.7 26.8 26.1 26.8 27.0
5 Fees and charges (percent of loan amount)*........ 2.19 2.06 1.93 1.75 1.73 1.59 2.12 1.54 1.69 1.85
6 Contract rate (percent per year) .................. 8.81 9.76 9.68 9.36 9.28 9.16 9.24 9.26 9.18 9.12
Yield (percgnt per year)
7 OTS SETies” oottt 9.18 10.11 10.01 9.65 9.57 9.43 9.60 9.52 9.46 9.43
8 HUD series® ... ... iiiiiiiiiiniiineininns 10.30 10.21 10.08 9.53 9.49 9.49 9.51 9.46 9.60 9.46
SECONDARY MARKETS
Yield (percent per year)
9 FHA mortgages (glUD series)’ 10.49 10.24 10.17 9.58 9.57 9.61 9.61 9.62 9,71 9.59
10 GNMA securities 9.83 9.71 9.51 8.87 8.66 8.78" 8.62 8.65 9.04 8.93
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period) -
I Total ... e 101,329 | 104,974 | 113,329 | 117,445 | 118,284 | 119,196 | 120,074 | 121,798 [ 122,806 | 123,770
12 FHA/VA-insured 19,762 19,640 21,028 21,854 21,947 21,976 21,972 21,609 21,474 21,511
13 Conventional ................cooiiiiii, 81,567 85,335 92,302 95,591 96,337 97,220 98,102 [ 100,189 { 101,332 | 102,259
Mortgage transactions (during period)
B4 Purchases. . ......ooooviiiiiieiiiinnniineeenes 23,110 22,518 23,959 1,781 1,792 1,987 2,942 4,450 3,145 3,183
Mortgage commitmenys’
15 Issued (during period)® .....................o..ll n.a. n.a. 1,889 1,779 3,087 3,880 3,506 3,032 2,975
16 To sell (during period)®. . ..............ovvvninn.. n.a. n.a. 2 0 109 839 1,066 841 1,374
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of pen‘od)"
17 Total ..ot 15,105 20,105 20,419 22,300 22,855 23,221 23,870 24,525 n.a. n.a.
18 FHA/VA-insured . . 620 590 547 511 503 499 504 491 n.a. n.a.
19 Conventional..............ooviiiiaenn.. 14,485 19,516 19,871 21,789 22,352 22,722 21,188 21,843 n.a. n.a.
Mortgage transactions (during period)
20 PUIChASES . .. oot e 44,077 78,588 75,517 5,018 5,217 4,549 7,045 8,562 n.a. n.a.
21 SAleS . .vniii i s 39,780 73,446 73,817 4,438 4,549 6,183 6,226 7,692 10,789 8,053
Mortgage commitments'®
22 Contracted (during period)....................... 66,026 88,519 | 102,401 8,437 5,579 5,936 10,036 11,334 n.a. n.a.

I. Weighted averages based on sample surveys of mortgages originated by
major institutional lender groups; compiled by the Federal Housing Finance
Board in cooperation with the Federal Deposit Insurance Corporation.

2. Includes all fees, commissions, discounts, and “‘points” paid (by the
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 U.S. Department of Housing and Urban Development.

5. Average gross yields on thirty-year, minimum-downpayment, first mort-
gages, insured by the Federal Housing Administration for i iate delivery in
the private secondary market. Based on transactions on first day of subsequent
month. Large monthly movements in average yields may reflect market adjust-
ments to changes in maximum permissable contract rates.

6. Average net yields to investors on fully modified pass-through securities

backed by mortgages and guaranteed by the Government National Mortgage
Association, assuming prepayment in twelve years on pools of thirty-year
mortgages insured by the Federal Housing Administration or guaranteed by the
Department of Veterans Affairs carrying the prevailing ceiling rate. Monthly
figures are averages of Friday figures from the Wall Street Journal.

7. Includes some multifamily and nonprofit hospital loan commitments in
addition to one- to four-family loan commitments accepted in FNMA’s free
market auction system, and through the FNMA-GNMA tandem plans.

8. Does not include standby commitments issued, but includes standby
commitments converted.

9. Includes participation as well as whole loans.

10. Includes conventional and government-underwritten loans, Federai Home
Loan Mortgage Corporation (FHLMC's) mortgage 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 QUTSTANDING'
Millions of dollars, end of period

1990 1991
Type of holder and of property 1987 1988 1989
Q1 Q2 Q3 Q4 Qr

T AR holders. .. ..ottt 2,986,425 | 3,270,118 | 3,556,370 | 3,696,882 | 3,760,480 | 3,815,220 | 3,856,205 | 3,883,700

2 One-tofourfamily.........cooviiiiii i 1,962,958 | 2,201,231 | 2,429,689 | 2,554,496 | 2,619,522 | 2,669,613 | 2,708,951 | 2,740,122

3 Multifamily 8,899 291,405 303,416 305,838 301,789 ,993 304,004 303,543

4 Commercial 657,036 692,236 739,240 752,688 755,212 758,362 759,306 756,349

o 2 o+ Y N 87,532 85,247 84,025 83,861 83,957 84,252 83,943 83,686

6 Major financiat inslitgtions ................................ 1,665,291 | 1,831,472 | 1,931,537 | 1,939,005 | 1,940,366 | 1,932,978 | 1,912,099 { 1,890,344

7 éommercial banks®........ .. 592,449 674,003 767,069 786,802 814,598 830,81 843,136 855,256

8 One- to four-family . ... 275,613 334,367 389,632 5,009 431,115 445,218 454,851 462,975

9 Multifamily........... 32,756 33,912 38,876 37,913 38,420 37,898 37,116 38,021
10 Commercial .. 269,648 290,254 321,906 327,110 327,930 330,426 333,943 336,803
1 Farm ...........ccovnns 14,432 15,470 16,656 16,771 17,133 17,326 17,225 17,457
12 Savings inSHIUGONS® . ... 860,467 924,606 910,254 891,921 860,903 836,047 801,628 771,948
13 One- to four-family 602,408 671,722 669,220 658,405 642,110 626,297 600,154 584,639
14 Multifamily ........... 106,359 110,775 106,014 103,841 97,359 94,790 91,806 85,654
15 Commercial ..........oooiiniiiiiiins 150,943 141,433 134,370 129,056 120,866 114,430 109,168 101,187
16 o 757 676 650 619 568 S 500 46
17 Life inSUrance COMPAnIEs . .......c.veuvvnvrnrroanrn 212,375 232,863 254,214 260,282 264,865 266,063 267,335 263,139
18 One-to four-family ........c.ooviiiiiiii 13,226 11,164 12,231 12,525 12,740 12,773 12,052 11,514
19 Multifamily . ... 22,524 24,560 26,907 27,555 28,027 28,100 29,406 28,847
20 Commercial .. P 166,722 187,549 205,472 210,422 214,024 214,585 215,121 212,018
21 Farm .......... e s 5 9,590 9,604 9,780 10,075 10,605 10,756 10,760
22  Finance companies4 .................................... 29,716 37,846 45,476 45,808 47,104 49,784 48,777 49,658
23 Federal and refated agencies...............ccooviiiiiniann.s 192,721 200,570 209,498 216,146 227,818 242,695 250,762 262,167
24 Government National Mortgage Association .. 444 23 22 21 21 21 20
25 One- to four-family ...l .. 25 26 23 22 21 21 21 20
26 Mualtifamily . .. ..o e .. 419 0 0 0 0 0 0 0
27  Farmers Home Administration® . ..................... 43,051 42,018 41,176 41,125 41,175 41,269 41,439 41,545
28 One- to four-family . ... 18,169 18,347 18,422 18,419 18,434 18,476 18,527 18,578
29 Multifamily ... ... .o e 8,044 8,513 9,054 9,199 9,361 9,477 9,640 9,792
30 ComMErcial ......oovieiiii i 6,603 5,343 4,443 4,510 4,545 4,608 4,690 4,754
3 Farm . .oceeniiie e 10,235 9,815 9,257 8,997 8,835 8,708 8,582 8,421
32 Federal Housing and Veterans Administration............. 5,574 5,973 6,087 6,355 6,792 7,938 8,801 9,492
3 One-to fourfamily ...l .. 2,557 2,672 2,875 3,027 3,054 3,248 3,593 3,600
34 Multifamily ... ..o oo e 3,017 3,301 3,212 3,328 3,738 4,690 5,208 5,891
35 Federal National Mortgage Association............... 96,649 103,013 110,721 112,353 112,855 113,718 116,628 118,210
36 One- to four-family...... S 89,666 95,833 102,295 103,300 103,431 103,722 106,081 107,053
37 Multifamily....... 6,983 7,180 8,426 9,053 9,424 9,99 10,547 11,157
38  Federal Land Banks . 34,131 32,115 29,640 29,325 29,595 29,441 29,416 29,253
39 One- to four-family .. .. 2,008 1,890 1,210 1,197 1,741 1,766 1,838 1,884
40 Farm .o oooeeeiieua e 32,123 30,225 28,430 28,128 27,854 27,675 27,5717 27,368
41  Federal Home Loan Mortgage Corporation ........... 12,872 17.425 21,851 19,823 19,979 20,508 21,857 21,947
42 One- to fourfamily.................cocoiiiiat .. 11,430 15,077 18,248 16,772 17,316 17,810 19,185 9,460
43 Multifamily . ... 1,442 2,348 3,603 3,051 2,663 2,697 2,672 2,487
44 Mortgage pools or trusts® .. ..........o.ieiiiiiiiaiiiiis 718,297 811,847 946,766 984,811 | 1,024,893 | 1,060,640 | 1,103,950 | 1,138,889
45  Government National Mortgage Association . 317,555 340,527 368,367 376,962 385,456 194,859 403,613 412,982
46 One- to four-family . .........c.oooiiit .. 309,806 331,257 358,142 366,300 374,960 384,474 391,505 400,322
47 Muttifamily . . .......oo e . 7,749 9,270 10,225 10,662 10,496 10,385 12,108 12,660
48  Federal Home Loan Mortgage Corporation .. 212,634 226,406 272,870 281,736 295,340 301,797 316,359 328,305
49 One-to four-family .. ... .. 205,977 219,988 266,060 274,084 287,232 293,721 308,369 319,978
50 Multifamily . ......oove .. 6,657 6,418 6,810 7,652 8,108 8,077 7,990 8,327
51  Federal National Mortgage Association............. .. 139,960 178,250 228,232 246,391 263,330 281,806 299,833 312,101
52 One-tofourfamily ... ...................... L 137,988 172,331 219,577 237,916 254,811 273,335 291,194 303,554
53 Multifamily . 1,972 5.919 8,635 8,475 8,519 8,471 8,639 8,547
54  Farmers Home Administration®.................... 245 104 80 76 72 70 66 63
55 One- to four-family . 121 26 b3 20 19 18 17 16
56 Multifamily......... . 0 ] 0 0 0 0 0 0
57 Commercial ........ 63 38 26 25 24 24 24 23
58 3 61 40 33 3 30 29 26 24
59 Individuals and others” ...............ccveereuienniion.es 410,116 426,229 468,569 556,920 567,403 578,908 589,395 592,301
60 One-tofour-family . .........ooveiiiiieniiins 246,061 259,971 294,517 374,143 382,343 393,027 401,685 403,791
61  Multifamily ....... 80,977 79,209 81,634 83,666 82,040 80,636 80,808 K
62 Commercial 63,057 67,618 73,023 79,576 83,557 85,865 87,624 88,875
63 Farm ................ 20,021 19,431 19,395 19,536 19,463 19,379 19,278 19,187

S. Securities guaranteed by the Farmers Home Administration sold to the

1. Based on data from various institutional and governmental sources, with
Federal Financing Bank were reallocated from FmHA mortgage pools to FmHA

figures for some quarters estimated in part by the Federal Reserve. Multifamily
debt refers to loans on structures of five or more units.

2. Includes loans held by nondeposit trust companies but not bank 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 (credit balance accounts that must be subtracted from the corre-
sponding gross asset categories to yield net asset levels).

4. Assumed 10 be entirely one- to four-family loans.

mortgage holdings in 1986:4, because of accounting changes by the Farmers
Home Administration.

6. Outstanding principal balances of mortgage-backed securities insured or
guaranteed by the agency indicated. Includes private pools which are not shown
as a separate line item.

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
Millions of dollars, amounts outstanding, end of period

1990 1991
Holder and type of credit 1989 1990
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May’ June
Seasonally adjusted
1Total .......ooiiiiiiiii e 735,102 | 735,433 | 736,411 | 735,102 | 732,962 | 732,762 | 732,442 | 733,621 | 732,289 | 730,460
2 Automobile ............... o, 284,585 | 285,024 | 284,412 | 284,585 | 283,746 | 282,626 | 280,689 | 279,746 | 276,494 | 274,141
3 Revolving. ... . 082 | 220,110 | 220,031 | 221,690 | 220,110 | 219,588 | 221,556 | 224,817 { 225,994 | 227,301 | 227,726
4 Mobile home . . 20,919 20,680 20,492 20,919 20,459 20,200 20,123 20,098 19,796 19,939
50ther.... ...l 209,487 | 209,698 | 209,817 | 209,487 | 209,170 | 208,379 | 206,813 | 207,782 | 208,697 | 208,654

Not seasonally adjusted

6Total ..............oiiiiiiiiiiii, 730,901 | 748,300 | 736,091 | 738,626 | 748,300 | 736,399 | 729,264 | 725,462 | 727,907 | 727,717 | 727,890

By major holder
7 Commercial banks .................... 342,770 | 347,466 | 341,755 | 342,882 | 347,466 | 341,426 | 339,282 | 335,754 | 336,425 | 334,746 | 333,367
8 Finance companies. . 140,832 137,450 { 141,329 | 139,195 | 137,450 | 134,965 | 133,021 ( 131,552 | 133,462 | 134,045 | 133,903
9 Credit unions 93,114 92,911 93,190 92,918 92,911 91,991 91,131 90,772 91,413 91,549 91,600
10 Retailers... 44,154 43,552 38,282 39,095 43,552 40,945 38,864 38,497 37,817 36,782 36,702
57,253 45,616 48,055 47,121 45,616 44,939 43,875 42,491 41,707 40,764

11 Savings inst .. . 40,109
12 Gasoline companies ................... 3,935 4,822 4,749 4,753 4,822 4,766 4,404 4,296 4,357 4,507 4,591
13 Pools of securitized assets? ............ 48,843 76,483 68,731 72,662 76,483 77,367 78,687 82,100 82,726 85,324 87,618
By major type of credit’
14 Automobile ............. ...l 290,705 | 284,813 | 287,304 | 285,379 | 284,813 | 282,214 | 279,913 | 277,798 | 277,508 | 275,582 | 274,662
15 Commercialbanks .................. 126,288 | 126,259 | 127,667 | 126,544 | 126,259 { 126,235 | 124,745 | 123,411 | 122,710 | 121,631 | 121,361
16  Finance companies. ..... ........... 82,721 74,396 78,033 75,224 74,396 72,015 70,287 69,233 70,500 69,689 70,304
17 Pools of securitized assets? .......... 18,235 24,537 20,944 23,475 24,537 25,123 26,872 27,755 26,875 27,085 26,039
I8 Revolving.........oovvvininnvniininnn 210,310 | 232,370 | 218,337 | 222,643 | 232,370 | 223,606 | 220,714 | 221,400 | 222,627 | 224,30f | 225,585

19 Commercial banks .................. 130,811 { 132,433 | 127,108 | 129,117 | 132,433 | 125,814 | 125,673 | 124,619 | 126,009 | 126,047 | 124,069
20 Retailers............ . . 39,583 39,029 33,867 34,657 39,029 36,510 34,509 34,179 33,513 32,458 32,381
21  Gasoline companies . . ..., 3,935 4,822 4,749 4,753 4,822 4,766 4,404 4,29 4,357 . 4,591
22 Pools of securitized assets 23,477 44,335 40,798 42,297 44,335 44,773 44,451 46,722 47,116 49,667 52,897

23 Mobilehome ................iiiil 22,240 20,666 20,773 20,472 20,666 20,614 20,362 20,030 20,052 19,721 19,907
24 Commercial banks .................. 9,112 9,763 9,274 9,19 9,763 9,748 9,730 9,632 9,563 9,38 9,652
25 Finance companies. ................. 4,716 5,252 5,400 5,364 5,252 5,367 5,330 5,328 5,573 5,595 5,652

26 0ther. . ..oooviii i 207,646 | 210,451 | 209,677 | 210,132 | 210,451 | 209,965 | 208,275 | 206,234 | 207,720 | 208,113 [ 207,736
27  Commercial banks . . 76,559 79,011 77,706 78,022 79,011 79,629 79,134 78,092 78,141 77,682 78,285
28  Finance companies. 53,395 57,801 57,896 58,607 57,801 57,583 57,404 56,991 57,388 58,761 57,947
29  Retailers... 4,571 4,523 4,415 4,438 4,523 4,435 4,355 4,318 4,304 4,324 4,321

30 Pools of securitized assets® .......... 7,131 7,611 6,989 6,890 7,611 7,471 7,364 7,603 8,735 8,572 8,682
1. The Board’s series on amounts of credit covers most short- and intermedi- 2. Outstanding balances of pools upon which securities have been issued; these

ate-term credit extended to individuals that is scheduled to be repaid (or has the balances are no longer carried on the balance sheets of the Joan originator.

option of repayment) in two or more installments. 3. Totals include estimates for certain holders for which only consumer credit
These data also appear in the Board's G.19 (42t) release. For address, sec totals are available,

inside front cover.
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1.56 TERMS OF CONSUMER INSTALLMENT CREDIT!
Percent per year unless noted otherwise

1990 1991
Item 1988 1989 1990
Dec. Jan. Feb. Mar. Apr. May June
INTEREST RATES
Commercial banl:j]
1 48monthnewcar ..........ooooviiiienniinnnns 10.85 12.07 11.78 n.a. n.a. 11.60 n.a. n.a. 11.28 n.a.
2 24-month personal IRLLLRRRE 14.68 15.44 15.46 n.a. n.a. 15.42 n.a. n.a. 15.16 n.a.
3 120-month mobile home”. ...... 13.54 14.11 14.02 n.a. n.a. 13.88 n.a. n.a. 13.80 n.a.
4Creditcard.............oovviiiiiiiiiii e 17.78 18.02 18.17 n.a. n.a. 18.28 n.a. n.a. 18.22 n.a.
Auto finance companies
5 NEW Car ...ttt ittt 12.60 12.62 12.54 12.86 12.99 13.16 13.14 13.14 12.95 12.77
6 Usedcar.......oooviniviininiiniiiniinneinannns 15.11 16.18 15.99 16.04 15.70 15.90 15.82 15.82 15.85 15.74
OTHER TERMS*
Maturity (months)
T NEW CAF ..ottt cae s 56.2 54.2 54.6 54.7 54.9 55.2 55.2 55.4 55.5 55.5
8 Used car.. P 46.7 46.6 46.1 45.8 47.4 47.1 472 4713 47.3 47.3
Loan-to-va
9 New car .. 94 91 87 8s 88 88 87 87 87 88
10 Used car 98 97 95 94 96 9 97 97 96 97
Amount finan
LI 11,663 12,001 12,071 12,140 12,229 12,081 12,121 11,993 12,204 12,343
12 UsedCar.....oooniiniiniiiiiiii i 7,824 7,954 8,289 8,530 8,600 8,605 8,763 8,751 8,873 8,916
1. These data also appear in the Board's G.19 (421) release. For address, see 3. Before 1983 the maturity for new car loans was 36 months, and for mobile
inside front cover. home loans was 84 months.
2. Data for midmonth of quarter only. 4. At auto finance companies.
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1989 1990 1991
Transaction category or sector 1986 1987 1988 1989 1990
Q4 Qt l Q2 | Q3 | Q4 62}
Nonfinancial sectors
1 Total net borrowing by domestic nonfinancial sectors ..| 836.9 687.0 | 760.8 678.2 641.2 620.2 808.9 617.6 655.7 482.6 | 474.7
By sector and instrument
2 U.S.BOVEINMENt. ... ovoveeiinieneneeaniiiennann 144.9 | 157.5 | 1516 | 272.5 185.0 | 2473 1 2282 | 286.1 | 328.4 | 204.7
3 Treasury securities ...........coo.vnnns 143.4 | 140.0 150.0 | 264.4 189.6 217.8 2229 | 2875 329.4 228.7
4 Agency issues and mortgages 1.5 17.4 1.6 8.2 -4.6 29.6 5.4 ~1.3 -1.0 [ -24.0
SPrivate ... 542.1 | 603.3 | 526.6 368.7 435.2 561.6 389.4 369.6 154.2 270.0
By instrument
6  Debt capital instruments .. 465.8 | 453.2 | 459.2 | 379.8 | 309.3 347.0 | 391.6 | 3387 { 280.2 | 226.9 | 264.6
7 Tax-exempt obligations . 22.7 49.3 49.8 30.4 18.5 19.1 124 24.5 28.0 9.0 7.1
8 Corporate bonds 126.8 79.4 | 102.9 73.7 64.5 87.4 45.2 83.7 47.7 81.6 85.2
9 Mortgages........ 316.3 324.5 1 306.5 | 275.7 226.4 240.5 334.0 230.5 204.5 136.3 172.4
10 Home mortgages 218.7 1 2349 | 231.0 | 218.0 | 2116 214.3 | 283.5 | 235.2 | 183.1 144.4 | 181.0
11 Multifamily residential 33.5 244 16.7 16.4 3.0 9.5 2291 157 3.8 8 2
12 Commercial ,...................... 73.6 71.6 60.8 4.7 11.9 19.9 27.1 13.0 15.8 ~8.2 ~-9.4
13 Y o T -9.5 -64 i -2.1 -15 -.1 -3.2 .5 -1.9 1.8 -.8 .5
14  Other debt instruments. ......................... 156.1 88.9 | 144.1 146.8 59.3 88.2 170.0 50.7 89.3 | -72.7 5.4
15 Consumer credit . . 58.0 33.5 50.2 39.1 14.3 4.1 30.4 2.8 213 251 =236
16 Bank loans n.e.c. .. 66.9 10.0 39.8 39.9 -5.0 7.7 21.1 88 | —~15.8 | —-34.0 38.7
17 Open market paper . .| -9.3 2.3 11.9 20.4 9.7 -6.9 69.6 -6.2 173 | 417 5.1
18 Other ... 40.5 43.2 42.2 47.4 40.3 433 48.9 453 66.6 S5 -149
By borrowing sector
19 State and local government 36.2 48.8 45.6 29.6 14.6 16.5 8.9 17.7 28.5 3.1 7.1
20 Household .......... ... ... 293.0 | 302.2 | 314.9 | 285.0 | 2543 291.8 364.7 271.5 221.7 159.4 192.6
21  Nonfinancial business. 292.7 191.0 | 242.8 211.9 99.8 126.9 188.0 100.2 119.4 -8.3 70.3
22 Farm ..., -16.3 | —-10.6 -7.5 1.6 2.5 8.9 63 | -108 11.6 3.1 5.0
23 Nonfarm noncorporate L 99.2 77.9 65.7 50.8 11.1 35.0 45.5 35 183 | -23.0 | -17.0
24 COrporate .. ....oovniiivniii i ins 209.7 123.7 | 184.6 159.5 86.2 83.1 136.2 107.5 89.4 11.6 82.2
25 Foreign net borrowing in United States ............. 9.7 4.5 6.3 10.9 32.1 16.9 2.3 41.0 45.1 40.2 11.7
26 Bonds ....... i . 3.1 7.4 6.9 53 21.6 -1.0 32.7 25.8 1.2 26.5 8.9
27 Bankloans n.e.c. . -1.0 -3.6 -1.8 —.1 59 -4.3 -6.7 —-2.0 17.4 149 | ~27.7
28  Open market paper .. 11.5 2.1 8.7 13.3 123 222 | -164 23.1 27.3 15.3 45.5
29 U.S. government loans. . -39 -14] =75 | -7.5 | -76 .1 -73 | -59 -8 -165 | -15.0
30 Total domestic plus foreign......................... 846.6 | 691.5 | 767.1 689.1 673.3 637.1 811.2 | 658.6 700.8 522.8 | 4864
Financial sectors
31 Total net borrowing by financial sectors.............. 285.1 300.2 247.6 205.5 203.0 187.3 191.4 177.5 1754 267.5 115.1
By instrument
32 U.S. government related . ...... PT R R TR RN 154.1 171.8 119.8 151.0 167.4 . 156.4 1717 184.0 139.2 174.6 168.0
33 Sponsored credit agency securities . 30.2 449 25. 17.0 . —-4.7 9.7 17.1 2.3 19.0 14.5
34  Mortgage pool securities .................. A 142.3 74.9 125.8 150.3 . 161.1 162.0 166.8 116.9 155.5 153.5
35 Loans from U.S. government. ................... 4 -.8 0 0 .0 0 .0 .0 .0 K 0 0
36 Private..........cviiiii e 131.0 128.4 127.8 54.5 35.6 -9 30.9 19.7 -6.5 36.2 93.0 | -52.9
37 Corporatebonds ................ooinn.. 82.9 78.9 51.7 36.8 50.2 26.7 39.6 35.1 68.8 20.3 76.7 37.5
38 Mortgages........ooiiiiiii e .1 4 3 Ki} 8 3 -4 -7 8 2.6 5 1.0
39 Bankloansne.c. .............iiiiiia 4.0 -3.2 1.4 1.8 .7 2.0 4.2 =22 -.6 1.9 3.6 1.0
40 Openmarketpaper.............oooeneenns 24.2 279 54.8 26.9 8.6 11.0 36.3 9.5 | —44.6 41.9 271.7 | -64.5
41 Loans from Federal Home Loan Banks 9.8 244 197 { —110 | —247 | —41.0 | —488 } —220 | —30.9 | -30.5 | —-15.5 [ -27.9
By borrowing sector
42 Sponsored credit 8gencies . ...........iiiiiiiaiann 14.9 29.5 4.9 25.2 17.0 B —4.7 9.7 17.1 2.3 19.0 14.5
43 Mortgage pools ....... 139.2 | 1423 749 | 1258 | 1503 | 111.6 { 1611 | 162.0 | 166.8 | 116.9 | 1555 1 153.5
44 Private............. 131.0 128.4 127.8 54.5 35.6 -.9 30.9 19.7 ~6.5 36.2 93.0 [ -52.9
45  Commercial banks. ~3.6 6.2 -3.0 -14 =11 35 -7 -4.9 ~79 1 -12.5 210 | -22.0
46 Bank affiliates ........................ 15.2 143 5.2 6.2 | —-28.0 16.5 -39 —-8.0{ -3211} —-404 { -31.6 | 274
47  Savings and loan associations............ 20.9 19.6 199 | —14.1 | =312 | -44.7 | -56.2 | -15.8 | —53.5 [ —-31.9 | -23.4 | -29.1
48  Mutual savings banks . 42 8.1 1.9 -14 -.5 -2.3 . -8.3 6.5 -4.2 4.0 -2.2
49  Finance companies . . 54.7 40.8 67.7 46.3 56.7 23.5 52.6 25.3 27.7 96.9 76.9 -5.0
50 Real estate investment trusts (REITs). 8 3 3.5 -1.9 -4 =31 .1 ~.6 ~2.3 9 K 4
51  Securitized credit obligations (SCO) .............. 39.0 39.1 32.5 20.8 40.1 5.7 38.2 32.1 55.1 27.5 45.6 32.3
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Flow of Funds A4l

1.57—Continued

1989 1990 1991
Transaction category or sector 1986 1987 1988 1989 1990
Q3 Q4 Ql Q2 Q3 Q4 Q1
All sectors
54 Total net borrowing ...............coovvuieinnannn 1,131.7 | 991.7 | 1,014.7] 894.5 876.3 833.0 | 824.4 |1,002.5| 836.1 | 876.2 790.3 | 601.5
55 U.S. government Securities ....................... 369.5}1 317.5 277.21 302.6 | 439.9 | 298.7 | 341.4 419.0| 412.2 | 4254 | 503.0 | 372.7
56 State and local obligations ........................ 22.7 49.3 49.8 30.4 18.5 34.1 19.1 124 24.5 28.0 9.0 7.1
57 Corporate and foreignbonds ..............covvennn 212.8| 165.7 161.5§ 115.8 | 136.3 97.6 | 1259 11291 1783 69.3 1848 1 131.6
S8 MOTBABES. . v\ cvvrveevne et eneiennaansnss 316.4 | 3249 306.7 | 2757 | 227.1 | 272.7 | 240, 333.31 2313 | 2071 136.8 | 173.3
59 Consumercredit...................oiiiiiian., 58.0 33.5 50.2 39.1 14.3 37.1 44. 304 2.8 21.3 2.5 ] -23.6
60 Bank loans n.e.c.......oooviniiiiiiii i 69.9 3.2 394 | 415 1.6 56.5 7.5 12.2 6.2 35 | —15.6 12.1
61 Open market paper.........o.oevviveniniieecnenns 264 | 323 7541 60.6 30.7 48.5 51.6 62.6| —27.7 86.5 1.2 | -13.8
62 Otherloans .............covieviiiianiniien.. 56.1] 65.5 544 289 80 § —122 | -54 19.6 8.5 352 | -31.4 | -57.9
63 MeMmo: U.S. government, cash balance............. 01 =79 104 -5.9 83 | -22.7 | -73 22.9| -38.1 21.1 27.4 51.8
Totals net of changes in U.S. government cash balances
64 Net borrowing by domestic nonfinancial .. ............ 836.9 | 694.9 750.4 1 684.1 | 632.9 701.6 | 627.6 786.0 | 655.7 | 634.7 455.2 | 4229
65 Net borrowing by U.S. government.................. 215.0( 152.8 147.1] 157.5 | 264.2 196.7 | 192.4 224.4| 2663 | 265.1 301.0 | 152.9
External corporate equity funds raised in United States
66 Total net share issues ................c.0vveeiinnens 86.8 10.9 | —124.2| -63.7 114 | -61.0 14.9 -9.4 4731 -159 23.6 101.3
67 Mutualfunds. ... 159.0 73.9 1.1 41.3 61.4 57.9 72.4 47.8 71.0 46.1 80.6 87.6
68 Allother ...........covunenns . -63.0 | -1253| —105.1| —49.9 | -118.9| —57.6 | —57.2 | -23.6 | —62.0 | —56.9 13.7
69  Nonfinancial corporations . . K =755 | -129.5| ~124.2| ~63.0 | -146.3| —79.3 | —69.0 | —48.0 } —-74.0 | —61.0 [ —17.0
70  Financial corporations . .................cvuiuans K 14.6 33 24 6.1 —.1 4.5 10.1 6 13.0 9 1.9
71 Foreign shares purchased in United States .......... 1.2 -2.1 9 16.7 6.9 27.5 17.2 1.7 238 —-1.0 3.2 28.8
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A42 Domestic Financial Statistics [0 October 1991

1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS

Billions of dollars, except as noted; quarterly data are at seasonally adjusted annual rates.

1989 1990 1991

Transaction category or sector 1986 1987 1988 1989 1990
Q3 Q4 Q1 Q2 Q3 Q4 Ql

1 Total funds advanced in credit markets to domestic
nonfinancial sectors . ............. ..o 836.9 | 687.0 i 760.8| 6782 641.2 ] 678.8| 620.2 | 808.9 | 617.6) 655.7| 482.6 | 474.7

2 Total net advances by federal agencies and foreign
[ 2 L F 280.2 | 2488 | 210.7 ( 187.6; 261.0 | 218.3| 203.8 | 218.6 | 300.6| 324.8] 200.0 [ 304.5

By instrument

3 U.S. government securities. ..............c..eoviiin.. X 70.1 85.2 30.7 744 | 115.7 27.1 16.4 99.91 139.1 4.1 127.6
4 Residential mortgages....................oovis . . 139.1 86.3 | 137.9| 184.1 | 127.7( 178.3 | 182.3 | 206.7| 160.8| 186.7 { 184.1
5 Federal Home Loan Bank advances to thrifts . X 24.4 19.71 -11.0} -24.7 | ~41.0| —48.8 | -22.0 | —30.9| —30.5| —15.5{ -27.9
6 Other loans and securities...................o.uiunn.. . 15.1 19.4 30.0 271 15.8 47.1 41.8 248 5531 —-134 20.7
By lender
7 U.S, government...... et s A -1.9 -94 | -24 3291 -93 57 37.7 342 625 -2.8 31.6
8 Sponsored credit agencies and mortgage pools . . 169.3 | 12.0| 1253} 166.7 | 126.4| 158.4 | 184.2 | 166.3] 1656 150.8 | 172.3
9 Monetary authority...................00eeenn. .. . X 24.7 1051 =73 8.1 | -31.2| -46| -63 40.4 244 | 259 53.3
10 FOreign . ..oououn it . 62.7 97.6 72.1 53.2 | 1324 4.2 3.0 59.8 72.3 77.9 47.3
Agency and foreign borrowing not in line 1
11 Sponsored credit agencies and mortgage pools | 1548 | 1718 | 1198 | 151.0| 167.4 | 124.8] 156.4 | 171.7 | 184.0| 139.2| 174.6 | 168.0
12 FOreign .....iii e i . 9.7 4.5 6.3 10.9 32.1 30.4 16.9 23 41.0 45.1 40.2 1.7
13 Total private domestic funds advanced ................. 720.5 ; 614.5 676.2 | 652.5| 579.7 | 615.7| 589.7 | 764.2 542.0} 5152} 497.4 | 350.0
14 U.S. government securities. ............ooeeeerennon.. 300.¢F | 247.4 | 192.1 | 271.9| 365.5 | 183.0] 314.3 | 402.6 | 312.3| 286.2| 460.9] 245.0
15 State and local obligations. ...................couiinn. 2.7 49.3 49.8 30.4 18.5 34.1 19.1 124 24.5 28.0 9.0 7.1
16 Corporate and foreign bonds ..................cc0uee. 89.7 66.9 91.3 66.1 80.2 65.6 70.6 | 68.4 97.5 46.7( 108.3 69.8
17 Residential mortgages, ...........cooveiviaenennnennn 1159 | 1202 | 161.3 96.5 30.4 | 105.1 45.5 | 124.1 12.8 26.1] —41.5| -2.9
18 Other mortgages andloans .., ...........ovvvvnnann.. 212.0 | 155.2 | 2004} 176.6 60.5 | 186.9 91.5 | 134.9 64.1 97.7( -54.8 3.0
19  Less: Federal Home Loan Bank advances ........... 19.8 24.4 19.7 | —11.0| —24.7 | —41.0{ -48.8 | -22.0 | -30.9{ —30.5{ —15.5| —27.9
20 Total credit market funds advanced by private financial
mstitutions. .. ......... ... e 730.0 | 528.4 | 5623 ] 511.1| 421.6 | 353.9| 561.9 | 449.2 257.8| 419.4| 560.2 | 1494

By lending institutions
2] Commercial banking.............oovviiiiveieininnnan 198.1 | 1354 | 156.3 | 177.3( 120.1 | 183.7| 184.3 } 188.1 | 126.1] 102.7 63.2 | 1193
22 Savings institutions........ .
23 Insurance and pension funds .

24 Other fINANCE ... .vvooneerensnnsoiiie e 2642 | 76.6 | 86.9| 246.8| 2463 | 170.0| 3745 | 156.8 | 1153 257.0{ 4561 | 717
By sources of funds

25 Private domestic deposits and repurchase agreements ... | 277.1 | 162.8 | 229.2 | 225.2 58.3 | 284.4| 208.0 § 125.0 204 77.8 10.1 | 2314

26 Credit Market BOMTOWINE - « -« ...« .wvvvsssnsnsnnenen 1310 | 1284 | 127.8| sas5| 356 | -9 309 | 17| 65| 362{ 930( —52.9

27 Other SOUMCES. ..\ vv ettt ae e eianiaraeenaaaes 321.8 | 237.1 | 205.3 | 231.4{ 3277 70.4| 323.1 |3
28 Foreign funds. .. . . 9. X

29  Treasury balances . ..
30 Insurance and pension re .| 119
31 Other,net.........oviiiiiiiiiiiiirieeeinnes 187.

1042 nen [ -227| 1447

Private domestic nonfinancial investors

32 Direct lending in credit markets. ...................... 121.5 | 214.6 | 241.7 ([ 1959| 193.7 | 260.8 58.7 13347 | 277.8( 1320 30.2 | 147.7
33 U.S. government securities. . 27.0 86.0 | 125.0 | 134.3( 144.0 | 188.7 65.8 | 185.6 170.4 | 159.9 59.8 | 121.1
34  State and local obligations. . . -19.9 61.8 53.5 28.4 ~.5 39.0 12.8 -2 12.8 156 -300 | -22
35 Corporate and foreign bonds 52.9 233 -9.4 7 9.9 —4.7 14.6 54.8 29.0| -92.1 48.0 | —24.6
36 Open market paper......... 9.9 15.8 36.4 5.4 18.4 21.4| -64.6 61.0 42.5 1.7 -31.7 16.6
37  Other loans and mortgages 51.7 27.6 2.2 271 21.9 16.4 30.1 335 23.0 40.9 -9.8 36.7
38 Deposits and currency .........ooveiiiieniiiiananin.. 2975 | 179.3 | 232.8 | 2413 88.0 | 261.8( 230.6 | 142.1 56.31 113.6 39.8 | 243.0
39 Currency............. 14.4 19.0 14.7 11.7 226 6.0 10.1 26.1 23.1 32.2 9.1 46.0
40  Checkable deposits 96.4 -.9 12.9 1.5 1.2 14.7 65.8 221 ~194 15.1 7.0 27.9
41  Small time and savings accounts .................... 120.6 76.0 | 1224 | 100.5 52.5  163.1 109.1 | 110.7 18.2 59.7 21.4 | 103.2
42  Money market fundshares ..................... ... 43.2 28.9 2.2 85.2 61.8 | 116.7 65.6 72.2 4.71 1109 59.3 | 128.5
43 Large time deposits ............ ..o iiiiiiiiinn -32 37.2 40.8 23.1| —42.7 | ~23.8| ~13.4 |-252 —-55] —82.6} -57.5 13.9
44  Security repurchase agreements. . ................... 20.2 21.6 329 149 —-14.5 13.7] —-19.2 [-349 2.3 -25.21 -20.1 | -42.2
45  Deposits in foreign countries ........... ..ol 59 | =25 | —-11.2 4.4 7.0 | -28.6 124 | -89 12.8 3.6 20.6 | —34.4
46 Total of credit market instruments, deposits, and
CUETRIICY. . . oottt iii i iretine st enraannns 419.0 | 393.9 | 4745 | 437.2§ 281.7 | 522.7| 2893 | 476.8 334.1; 2456 70.0 | 390.7

MEeMo
47 Public holdings as percent of total. .................... 331 36.0 21.5 27.2 38.8 30.8 32.0 27.0 45.6 46.3 8.2 62.6
48 Private financial intermediation (percent). . .| 1013 86.0 83.2 78.3 72.7 57.5 95.3 | 58.8 47.6 814 1126 42.7
49 Total foreignfunds ...........cooviiiiiiiviieneane 110.7 } 106.4 | 106.9 62.2 88.9 | 162.8 23.6 49.4 73.81 1935 39.0 85.9

Corporate equities not included above
50 Totalmetissues..........................cioieiiiun 86.8 10.9 |-124.2 | -63.7 114 | -61.0 149 | -94 47.3| -159 23.6 | 1013
51  Mutual fund shares. . .| 159.0 73.9 1.1 41.3 614 57.9 72.4 47.8 71.0 46.1 80.6 87.6
52 Otherequities.............ocoviinieinann, .o )-722 1 -63.0 [-125.3 1-105.1 | —49.9 -118.9| -57.6 |-57.2| —23.6| —62.0| —56.9 13.7
53 Acquisitions by financial institutions . 50.9 32.0 -2.9 17.2 21.4 6.1 76.9 | 41.1 28] —66.2 379 43.1
54 Other net purchases ............oovvvenrieieniniiiin,s 359 [-21.2 |-121.4 | -80.9] -10.0 ) -67.1| —62.1 |—50.5| -25.5 50.3| —-14.2 58.2

NOTES BY LINE NUMBER. 30. Excludes net investment of these reserves in corporate equities.

1. Line 1 of table 1.57. 31, Mainly retained earnings and net miscellancous habilities.

2. Sum of lines 3-6 or 7-10. 32. Line 13 less line 20 plus line 26.

6. Includes farm and commercial mortgages. 33-37. Lines 14-18 less amounts acquired by private finance plus amounts

11. Credit market funds raised by federaily sponsored credit agencies, and net borrowed by private finance. Line 37 includes mortgages.
issues of federally related mortgage pool securities. . 39. Mainly an offset to line 9. .

13. Line 1 less line 2 plus line 11 and 12. Also line 20 less line 26 plus line 32. 46. Sum of lines 32 plus 38, or line 13 less line 27 plus lines 39 and 45.

Also sum of lines 28 and 47 less lines 40 and 46. 47. Line 2 divided by line 1.

18. Includes farm and commercial mortgages. 48. Line 20 divided by line 13.

25. Line 38 less lines 39 and 45. 49. Sum of lines 10 and 28.

26. Excludes equity issues and investment company shares. Includes line 19. 50, 52. Includes issues by fi ial institutions.

28. Foreign deposits at commercial banks, bank borrowings from foreign Note. Full statements for sectors and transaction types in flows and in amounts
branches, and liabilities of foreign banking agencies to foreign affiliates, less outstanding may be obtained from Flow of Funds Section, Division of Research
claims on foreign affiliates and deposits by banking institutions in foreign banks. and Statistics, Board of Governors of the Federal Reserve System, Washington,

Digitized for F29,ADgmand deposits and note balances at commercial banks. D.C. 20551.
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Flow of Funds A43
1.59 SUMMARY OF CREDIT MARKET DEBT QUTSTANDING
Billions of dollars; period-end levels.
1989 1990 1991
Transaction category or sector 1986 1987 1988 1989
Q3 Q4 Ql Q2 Q3 Q4 Q1
Nonfinancial sectors
1 Total credit market debt owed by
domestic nonfinancial sectors........... 7,646.3 | 8,343.9 | 9,096.0 | 9,805.2 | 9,605.1 | 9,805.2 ( 10,075.7 | 10,234.4 | 10,393.9 | 10,560.Z | 10,634.2
By sector and instrument
2 U.S.gOovernment...........covvninvnnenns 1,815.4 | 1,960.3 | 2,117.8 | 2,269.4 | 2,206.1 | 2,269.4 | 2,360.9] 2.401.7) 2,470.2| 2,568.9 | 2,624.7
3 Treasury securities ......... 18117 | 19552 | 2.095.2 | 2.245.2 | 2,180.7 | 2,245.2( 2,329.3| 2,368.8 | 2437.6| 2,536.5( 2,598.4
4  Agency issues and mortgages 3.6 5.2 226 242 25.4 24.2 31.6 329 32.6 324 26.4
By instrument
S PHVALE . .. te i eia it 5831.0 | 6,383.6 | 69782 | 7,535.8 | 7,399.0 { 7.535.8( 7,714.8 7.832.6| 7.923.7| 7,991.3( 8,009.5
6 Debt capital instruments ................ 9627 | 4,427.9 | 4,886.4 | 5283.3| 5,189.9 | 5,283.3( 5453.0| 5,542.3) 5,618.5( 5,681 5,730.5
7 Tax-exempt obligations ............... 679.1 728.4 790.8 821.2 816.4 821.2 822.2 827.2 837.4 839.7 839.6
8 Corporate bonds .................00 669.4 748.8 851.7 925.4 |+ 903.5 925.4 937.1 958.1 970.0 990.4 | 1,011.7
9 MOTtEARES . v e v veereiineiicnennns 2,614.2 | 2,950.7 | 3,243.8 | 3,536.6 | 3,470.0 | 3,536.6 | 3,693.61 3,757.0| 38111 38520} 3,879.2
10 Home mortgages ................... 1,720.8 | 1,943.1 | 2,173.9 | 2.404.3 | 2,347.6 | 2.404.3| 2,554.5| 2,619.5| 2,669.6 [ 2,709.0 | 2,740.1
11 Multifamily residential . 246.2 270.0 286.7 304.4 301.2 304.4 304.8 300.6 301.6 302.6 302.1
12 Commercial ....................... 551.4 648.7 696.4 742.6 734.9 742.6 750.5 752.9 755.6 756.5 753.4
13 Farm .....ooovviiiiiieeniiiann, 95.8 88.9 86.8 85.3 86.3 853 83.9 84.0 84.3 839 83.7
14 Other debt instruments ................. 1,868.2 | 1,955.7 | 2,919 | 22526 2,209.1 | 2,252.6 ¢ 2261.8}1 2,290.3} 23053 2,309.2) 2,279.0
15 Consumer credit ... . 659.8 693.2 743.5 790.6 771.0 790.6 782.3 789.4 798.7 808.9 782.3
16 Bank loans n.e.c. .. 666.0 673.3 713.1 763.0 750.7 763.0 749.7 755.7 749.8 751.2 748.9
17 Open market paper. . 62.9 73.8 85.7 107.1 113.3 107.1 126.0 128.7 131.8 116.9 119.9
18 Other......ooooiiiiiiiiiiiiias 479.6 515.3 549. 591.9 574.1 591.9 603.8 616.6 625.0 632.3 628.0
By borrowing sector .
19  State and local government. . ............ 510.1 558.9 604.5 634.1 629.9 634.1 634.3 637.6 647.8 648.7 648.6
20 Household...............oovviiiuinnn. 2,596.1 | 2,879.1 | 3,191.5 | 3,501.8 | 3.411.4 [ 3,501.8| 3,650.7| 3,725.8| 3,788.2 | 3,846.4 3,860.0
21 Nonfinancial business................... 27248 | 2,945.6 | 3,182.2 | 3,400.0 | 3,357.6 | 3,400.0 | 3,429.9| 3.469.3| 3,487.7| 3,49.i | 3,500.8
22 Farm ...oooiiiiieiaiiiiiiiiaaan 156.6 145.5 137.6 139.2 139.2 139.2 137.3 138.7 141.6 140.5 139.4
23 Nonfarm noncorporate. ............... 997.6 | 1,075.4 | 1,145.1 1,1959 | 1,183.0 | 1,1959| 1,208.3( 1,208.7( 1,208.7| 1,207.0 | [,203.7
24 COTpoOrate ......ovuvenuniivinnnennnns 1,570.6 7246 | 18995 | 20648 2,0355 | 2,064.8( 2,084.31 2,121.9( 2,137.4| 2,148.7[ 2,157.8
25 Foreign credit market debt held in
ted States. .. ... 238.3 244.6 253.9 261.5 257.7 261.5 261.8 273.1 283.4 293.7 296.3
26 BOAS. ..o 74.9 82.3 89.2 94.5 94.2 94.5 103.3 108.4 108.9 116.1 118.9
27 Bank loans n.e.c. ...... 26.9 23.3 21.5 21.4 22.6 21.4 19.0 19.3 23.7 27.3 19.6
28 Open market paper 374 41.2 49.9 63.0 57.5 63.0 59.3 65.1 715 75.3 87.0
29 U.S. governmentloans ................... 9.1 97.7 93.2 82.6 834 82.6 80.3 80.3 79.4 75.0 70.7
30 Total credit market debt owed by nonfinancial
sectors, domestic and foreign. . ........... 7,884.7 | 8,588.5 | 9,349.9 | 10,066.8 | 9,862.8 | 10,066.8 | 10,337.5 | 10,507.5 | 10,677.3 | 10,853.8 | 10,930.5
Financial sectors
31 Total credit market debt owed by
dal SECHOES. . ..o\ 1,529.8 | 1,836.8 | 2,084.4 | 2,322.4 | 2,263.8 | 2,322.4 | 2,358.4 | 2,406.7 | 2,448.8 | 2,527.7 | 2,543.2
By instrument
32 U.S. government related ................... 810.3 978.6 { 1,098.4 | 1,249.3 | 1,203.6 | 1,249.3 | 1,288.2 | 1,330.1 | 1,367.9 | 1,418.4 | 1,4553
33 Sponsored credit agency securities ......... 273.0 303.2 348.1 3733 370.4 3733 378.1 381.0 3844 393.6 396.9
34 Mortgage pool securities. ................. 531.6 670.4 745.3 871.0 828.2 871.0 905.2 944.2 978.5 1,019.9 { 1,053.5
35 Loans from U.S. govemment 57 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0
36 Private .........o0iennn 719.5 858.2 986.1 | 1,073.0 | 1,060.2 | 1,073.0 | 1,070.2 | 1,076.5 | 1,080.9 | 1,109.3 | 1,087.9
37  Corporate bonds . . 287.4 366.3 418.0 482.7 4.7 482.7 491.7 509.4 514.4 533.6 542.5
38 Mortgages........ 2.7 31 34 34 35 34 32 35 4.1 42 4.5
39 Bankloansn.ec... 36.1 2.8 34.2 36.0 34.1 36.0 33.2 34.8 349 36.7 34.8
40  Open market paper 284.6 322.9 377.7 409.1 398.8 409.1 409.1 402.5 409.6 417.7 399.2
41 Loans from Federal Home Loan Banks. .. .. 108.6 133.1 152.8 141.8 151.1 141.8 132.9 126.3 117.9 117.1 107.0
By borrowing sector
42 Sponsored credit agencies . ................. 278.7 308.2 353.1 378.3 3754 378.3 383.0 385.9 389.4 398.5 401.8
43 Mortgage pools . .....ovuiiiiiiniii e 531.6 670.4 745.3 871.0 828.2 871.0 905.2 944.2 978.5 | 1,019.9 | 1,053.5
44 Private financial sectors ...............vun 719.5 858.2 986.1 1,073.0 1,060.2 1,073.0 | 1,070.2 1,076.5 1,080.9 1,109.3 1,087.9
45 Commerciatbanks....................... 75.6 81.8 78.8 77.4 77.0 77. 73.4 73.3 70.7 76.3 68.1
46  Bank affiliates 