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Report submitted to the Congress on February 20,
1996, pursuant to the Full Euiployment and Balanced
Growth Act of 1978

MONETARY POLICY AND T
[SCONOMIC OUTLOOK

The cconomy performed well in 1995, Moderate
cconomic growth kept the uncmployment rate at a
relatively low level, and inflation, as measured by the
change in the consumer price index, was in a range
of 3 pereent or less for the filth straight year, the
first such occurrcuce in thirty ycars., This desirable
combination of low inflation and low unemployment
provided further substantiation of a fundamental
point that the Board has wade tn past reports—
namely, that there is no trade-oft in the long run
between the monctary policy goals of maximum
employment and stable prices set in the Federal
Reserve Act. Indeed, it is by fostering price stability
that a central bank can make its greatest contribution
to the eflicient operation and overall ability of the
nation’s cconomy to create jobs and advance living
standards over time.

As cconomic prospects changed in 1995 and carly
1996, the Federal Reserve found that promoting full
employment and price stability required several
adjustments in its policy settings. Last February, the
cconomy still scenied to be pressing against its poten-
tial, and prices were tending to accelerate. To reduce
the risk that intlation might mount, with the attendant
threat to continued cconomic expansion, the ederal
Open Market Conunittee raised the federal funds rate
an additional V2> percentage point, to 6 percent. Infla-
tion did, in fact, pick up in the first pact of 1995, but
data released during the spring indicated that price
pressures were receding, and the Committee reduced
the federal funds rate Y4 percentage point at its July
meeting. Through the remainder of the year, inflation
was even more favorabie than had been anticipated in
July, and inflation expectations decrcased. In addi-
tion, an apparent slowing of cconomic activity late in

1. The charts Tor the report are available on request from Publica
tions Scivices, Mail Stop 127, Board of Governors of the Tederal
Reserve System, Washington, DC 20551
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the year further reduced the potential for inflationary
pressures poing forward., Fo forestall an unduc
increase in real interest rates as inflation slowed, and
to guard against the possibility of unnecessary slack
developing in the cconomy, the Comunittee cased
reserve conditions in December and again at the end
of January 1990, reducing the federal (unds rate a
total of 2 percentage point,

Monetary policy casings since mid-1995 contrib-
uted to declines in short-term market interest rates,
which by mid-February were down 1 to 2 percentage
points from the highs reached carly last year.
Intermediate- and long-term rates also moved sharply
lower last year as the risks ol rising inllation receded
and as prospects for substantial progress in reducing
the federal budget deficit scenmied to improve. As of
mid-February, these rates were 1V to 2% percentage
points below their levels at the beginning ol 1995,
Helped by lower interest rates and Tavorable carn-
ings, major cquity price indexes rose 30 percent to
40 percent last year and have moved still higher in
carly 1996. These financial developments reduced the
cost 1o businesses of financing investment and to
houscholds of buying homes and consumer durables;
houscholds were also aided by substantial additions
to financial wealth from rising bond and cquity
prices.

The foreign exchange value of the U.S. dollar,
nicasured 1 terms of the currencies of the other
Group of Ten (G-10) countries, fell about 5 percent,
on net, during 1995, The dollar appreciated substan-
tially from the summer on and has advanced further
on balance i1 1996 but not enough to offsct a sharp
decline that took place in the first four months of
1995, Interest rates fell in most other forcign indus-
trial countrics, which also were experiencing slower
cconomic growth, but by less than the decline in rates
in the Uanited States. Barly tn 1995, the dollar also
was pulled down by the reactions to the crisis in
Mexico, but the negative influence on the dollar from
this source appeared to lessen as Mexican financial
markets stabilized over the balance of the year. Infla-
tion rates in major industrial countries held tairly
steady in 1995 at levels somewhat lower than those
prevailing in this country; thus, depreciation ot the
dollar in real terms against other G- 10 currencics was
less than the depreciation in nominal terms. Against



the currencies of a broader group of U.S. trading
partners, the dollar’s rcal depreciation in 1995 was
even smaller.

Borrowing and spending in the United States was
facilitated not only by lower interest rates but also
by favorable supply conditions in credit markets.
Spreads hetween interest rates on securitics issued by
private firms and those issucd by the Treasury gener-
ally remained narrow, and banks continued to case
terms and qualifying standards on loans to businesses
and houscholds through most of the year. Total debt
ol domestic nonfinancial sectors grew slightly more

than 5 percent last year, just above the midpoint of

the Committee’s 3 percent to 7 percent monitoring
range. Rapid growth of business spending on inven-
tories and fixed capital early in the year boosted the
credit demands of firms, despite strong corporate
profits. Borrowing was also lifted by the financing of
heavy net retirements ot equity shares in connection
with mergers and share repurchase programs, Growth
of household debt sfowed a bit but remained brisk;
consumer credit continued to grow quite rapidly.
Federal debt growth was relatively modest for a
sccond year, influcnced by a lower deficit and con-
straints on normal scasonal borrowing at year-end
owing to the federal debt ceiling. Outstanding state
and local government debt ran off more rapidly than
in 1994,

Commercial banks and thrift institutions again
financed a farge portion of the borrowing last year;
their share of total outstanding debt of nontederal
sectors edged up in 1994 and 1995 afier having
declined for more than fifteen years. The growth in
depository credit was funded primarily with deposits,
boosting the expansion of the broad monctary aggre-
gates. M3 grew 6 pereent, at the upper end of its
2 percent to 6 percent annual range established hy the
Committee at midyear. Depositorices relied heavily on
large-denomination time deposits for funding, but
retail deposits also showed gains as declining market
interest rates made these deposits more attractive o
retail customers. M2 advanced 4Y4 percent, putting it
in the upper portion of its [ percent to 5 percent
annual range. The expansion of M2 was the largest in
six years, and its velocity was unchanged after hav-
ing increased during the previous three years, None-
theless, growth ol the aggregate was erratic through
the year, and the stability ot its relationship to nomi-
nal spending remains in doubt. M1 declined last year
for the first time since the beginning of the official
series in 1959, An increasing number of banks
introduced retail sweep accounts, which shift money
from interest-bearing checkable accounts to savings
accounts to reduce banks’ reserve requirements.

Without these shifts, M1 would have risen in 1995,
although slowly.

Economic Projections for {996

The relatively small amount of information that is
available for 1996 indicates that the cconomy has
started off slowly carly this ycar, but fundamental
conditions appear to be more encouraging than recent
data might seem to suggest. Bad weather in a number
of regions and the partial shutdown of the tederal
government have been disruptive to the cconomy this
winter. These influences seem likely to leave only
temporary imprints on spending and production, cre-
ating volatility in incoming data over the near term
while having little effect on underlying trends.

The economy has also been slowed by production
adjustments in some industries in which efforts are
being made to bring stocks into better alignment with
sales. Inventory accumulation apparently slowed in
the fourth quarter, and with financial conditions
remaining broadly conducive to growth of private
final sales, inventory problems of a degree that might
prompt a sustained period of widespread production
adjustments do not seem likely. In the household
sector, the accumulation of financial wealth brought
on by the rise in the stock market has provided
the wherewithal for increases in consumption greater
than would otherwise have been  expected
countering the potential negative influcaces of more
burdensome levels of consumer debt. At the same
time, reductions in mortgage interest rates have put
the cost of financing a house within reach of a greater
number of families and made it possible for a signifi-
cant number of houscholds to ease their debt-service
burdens by refinancing their homes at lower rates. In

1. Economic projections for 1996

Percent
Federal Reserve Governors
and Reserve Bank presidents
Indicator p ‘ Administration
entra
Range tendency
Change, fourth quarter
to fourth quarter’!
Nominal GDP ........... 4-5 4V4—4% 5.1
Real GDP? ............. 12214 2-2%a 2.2
Consumer price index? .. 23 2¥a-3 31
Average level,
Jourth quarter
Civilian unemployment
TALE ..iiehiaans 5Y%-6 $-5Y 574

1. Change from avetage for foutth quatter of preceding year to average tor
fowrth guarter of 1996.

2. Chain-weighted.

3. Al wiban consumiers.

4. Annual average.



the business scctor, reductions in the cost of financing
investment in new capital are providing some oflset
to the slowing tendencies that normally accompany a
cyclical moderation in the growth of aggregate out-
put. In addition, business investment in high-tech
equipment likely will continue to be boosted not only
by the ready availability of finasce but also by tech-
nological upgrades and ongoing steep declines in the
cffective price of real computing power.

In the U.S. external scctor, growth of exports
strengthened after some sluggishuess carly in 1995,
Expansion ol income abroad scems likely to pick up
this year, although the prospects still are subject to
sone  downside risk. [mports, meanwhile, have
slowed from the very rapid pace scen carlier in the
expansion. On uet, the underlying trends in exports
and imports of goods and services appear 1o be
essentially canceling out in terins ol their combined
contribution to growth of U.S. real gross domestic
product.

Against the backdrop of these developments, mem-
bers ol the Board ol Governors and the Reserve Bank
Presidents, all ol whom participate in the delibera-
tions of the Federal Open Market Committee, antici-
pate that the U.S. cconomy will grow moderately,
with little change in underlying inflation trends. The
central tendency of the participants’ forecasts ol real
GDP growth ranges trom 2 percent to 2Vi percent,
measured as the cumulative change in output {rom
the final quarter of’ 1995 to the final quarter of 1996.
The rise in activity is expected to be accompanicd by
further expansion of job opportunitics and little
change, on net, in the civilian uncniployment rate
over the Tour quatters of 1996, The central tendency
of the unemployment rate forecasts for the fourth
quarter of 1996 is a range of 5V percent to 5% per-
cent, compared with an average of 5.6 pereent in the

final quarter of 1995. The Committee’s forecasts of

cconomic growth and uncmployment are quite simi-
lar to those of the Administration.

The central tendency ol the Governors” and
Reserve Bank presidents” forecasts ol the rise in the
consumer price index over the four quarters of 1996
is a range of 2¥ percent to 3 percent, a shade to the
high side of the actual outcome of 1995, At this carly
point in 1996, with grain stocks cxceptionally tight,
there is some risk that food price increases at retail
could be larger than those of recent years, especially
il crop production should remain subpar again this
year; and, even though recent upward pressures on

energy prices should ditninish with the return of

normal weather, another year ol declining prices can-
not be taken as a given. Nonetheless, the experience
with inflation at high levels of resource utilization
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was fuvorable 1 1995, and with businesses still
tightly focused on cost control and efficicncy gain,
broad tendencies toward increased rates ol price
increase are not anticipated. 'The Administration fore-
cast of inflation is higher than the forecasts of the
Federal Reserve officials, but the difference is not
significant given the uncertainties of forecasting.
Price increases like those being forecast for the
coming year would lcave inflation no higher than it
was in the first year or so of the current economic
expansion, with the rate ol increase holding apprecia-
bly below the average rate seen during the expansion
of the 1980s. Although the Tederal Reserve’s long-
run goal of restoring price stability has not yet been
achieved, the capping of inflation and its dimination
over recent business cycles is a clear indication of the
substantial progress that has been miade to date.

Money and Debt Ranges for 1996

The Commnitittee’s intention to make further progress
over time toward price stability formed the basis for
the selection of the growth ranges for the monetary
aggregates in 1996, hn reaflirming the ranges that
were adopted on a provisional basis in July, the
Committee noted that it viewed them as benchmarks
for what would be expected under conditions of
reasonable price stability and historical velocity
behavior. The Commitlee set the range for M2 at
I perecent to 5 percent and the range for M3 at
2 pereent to O percent.

Given its expectations for inflation i 1996, the
Committee anticipates that nominal GDP will grow
somewhat faster this year than would be the case if
the cconomy already were at price stability. [ veloci-
ties of the aggregates were to exhibit roughly normal
behavior this year and nominal income were (o
expand as anticipated by the Committee, M2 and M3
night grow near the upper ends of their ranges. In
assessing  the possible outcomes, the Commitlee
noted that considerable uncertainty remains about the
uselulness of the moncetary aggregates in guiding the

2. Ranges tor growth ol monctary and debt aggrepates

Percent
Aggregate 1994 1995 1996
i-3 -5 ts
04 2-6! 2-6
4-8 17 37

Notr. Change trom average for lourth quaiter ol preceding year to average
{or tourth quarter ot year indicated.

. Revised at July 1995 FOMC meeting,

2. Monitoring range for debt of domestic nonfinancial sectons,
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pursuit of its macrocconomic objectives. Although
the mongtary aggregates have been behaving more in
line with historical patterns than was the case carlier
in the decade, the etfects of linancial innovation and
deregulation over the years have raised questions
about the stability of the relationships hetween the
aggregates and nominal GDP that have yet to be
resolved.

The Committee also reaffirmed the 3 percent to
7 pereent growth range tor debt. Although there are
indications that lenders may no longer be easing
terms and conditions for granting credit to businesses
and houscholds, the Committee anticipated that credit
supplics would remain ample and that debt would
grow at about the same pace as nominal GDP. Such
increases would be consistent with containing infla-
tion and promoting sustainable growth.

THE PERFORMANCE OF THE INCONOMY

Mecasured in terms of the chain-type indexes that are
now being emphasized by the Burcau of Economic
Analysis, growth of real GDP averaged slightly less
than 1> percent at an annual rate over the first three
quarters of 1995 after a gain of 3% pereent in 1994,
The rise in aggregate output this past year was
accompanied by an increase in payroll employment
of Va4 million, and the uncmployment rate, after
having lallen sharply in 1994, held (airly steady over
the course of 1995, keeping o a range of about
5Vs percent 1o 54 pereent. Consumer prices, as mea-
sured by the CPI for all items, rose 2% percent over
the four quarters of 1995, an increase that was virtu-
ally the same as those of the two previous years.
Growth of output during the past year was slowed
in part by the actions of businesses to reduce the pace
of inventory accunmulation after a burst of stockpiling
in 1994, Final sales- —a measure of current output that
does not end up in inventories- -rose al an average
rate of 2 percent over the first three quarters of 1995

after an increase of 3 percent over the four quarters of

1994, The slowing of final sales was largely a reflec-

tion of a downshilting in growth of the real outlays of
houscholds and businesses, from clevated rates of

increase in 1994 to rates that were more sustainable.
Real government outlays for consumption and invest-
ment edged down slightly, on net, during the first
three quarters of 1995, Increases in real exports

and real imports of goods and services were smaller

than those of 1994: their combined contribution to
GDP growth in the first three quarters was slightly
negative.

The Household Sector

Real personal consumption expenditures rose at an
annual rate ot about 2% percent over the first three
quarters of 1995 after having risen slightly more than
3 percent over the four quarters of 1994, Available
data suggest that growth of real outlays slowed fur-
ther in the fourth quarter. The reduced rate of rise in
consumption spending this past ycar came against the
backdrop of moderate gains in employment and
income. The financial wealth of households surged,
but impetus o spending from this source cvidently
was countered by other influences, such as increases
in debt burdens among some houscholds and an
apparent rise, according to survey data, in consum-
ers’ concerns about job security.

Real consumer expenditurcs for durable goods
increased at an annual rate of 2% percent over the
first three quarters of 1995, a slower rate of risc than
in other recent ycars. Consumer cxpenditures for
motor vehicles declined slightly, on nct, over the first
three quarters after having moved up ncarly 20 per-
cent over the three previous years; in the fourth
quarter, unit sales of cars and light trucks, a key
indicator of real outlays for vehicles, were down
slightly from their third-quarter pace. Incentive pro-
grams that provided price concessions of one sort or
another to buyers probably gave some lift to sales
in 1995. However, “pent-up” demand, which had
helped to boost sales earlier in the expansion, prob-
ably was no longer an important factor. Recent sales
data do not scem to point to any big shifts in demand
for vehicles around the turn of the year: The average
rate of sales of cars and light trucks in December and
January was a touch above the average for 1995 as a
whole.

Real outlays for durable goods other than motor
vehicles continued to rise at a brisk pace in 1995 but
not so rapidly as in other recent years. Spending [or
furniture and household cquipment hit a temporary
lull in the first part of 1995 but picked up again over
the next two quarters, lifted in part by a rebound in
construction of new houses. Fourth-quarter data on
retail sales scem to point to a further sizable increasc
in outlays for houschold durables; according to most
anecdotal accounts, spending for home computers
and other electronic gear, which has been surging in
recent years, continued to move up rapidly through
the latter part of 1995.

Consumer expenditures for nondurables increased
at an annual rate of about 14 percent, in real terms,
over the first three quarters of 1995, a little less than
the average of the previous ten years and consider-
ably less than in 1994, The growth of real expendi-



tures on apparel slowed sharply after three yeuars of

sizable advances. In the fourth quarter, real outlays
for nondurables appear to have been lackluster.

Real expenditures for services
more than half of total consumer outlays---increased
at an annual rate ol about 2% percent over the first
three quarters of 1995, moderately faster than in
cither 1993 or 1994, After having declined in 1994,
outlays for energy services increascd sharply over the
first three quarters of 1995: The unusualty mild
wedther of late 1994 pave way, first, to more normal
winter conditions in carly 1995 and, later on, 10 hot
summer weather that lifted fuel requirements [or
cooling. Spending gains for other categories of ser-
vices proceeded at an annual rate of about 2V per-
cent over the first three guarters of 1995, about the
swne rate of rise as in the (wo previous years.,

Real disposable personal income rose al an average
annual rate of about 2Y2 percent over the first three
quarters ol 1995, a gain that was about in linc with
the previous year’s increase. Monthly data through
November sugpest that growth of real income may
have picked up a little in the fourth quarter. Nomioal
personal income appears to have increased slightly

faster in 1995 (han it did in 1994, and growth of

nominal disposable inconie, which excludes income
taxes, apparently held close to its 1994 pace. Inflation
continued to take only « moderate bite from increases
in nominal receipts: The chain-type price index for
personal consumption expenditures rose at an annual
rate of 2%2 percent over the first three quarters of
1995, matching, almost exactly, the increases in cach
of the two previous years.

After little change during 1994, the real value ol
houschold wealth surged in 1995, The value of assets
was boosted substantially by huge increases in the
prices of stocks and bonds. Liabilitics continued to

rise fairly rapidly but at a rate well below the rate of

increase in houschold assets; rapid growth of con-
sumer credit was again the most notable feature on

the liability side. Behind these aggregate measures of

houschold asscts and liabilities was some wide varia-
tion in the circumstances ol individual houscholds.
Appreciation ol share prices and the rally in the bond

market provided a substantial boost to the wealth of

houscholds holding large amounts o) those assets.
However, houscholds holding few such assets bene-
fited little from the rally in sccurities prices, and
sonmie of these houscholds bhegan to experience grealer
financial pressure in 19950 Debts taken on carlier
proved to be difficult to repay in some instances, and
a rising number ol houscholds saw their loans fall

into delinquency. Overall, however, the incidence of

financial stress among houscholds appears to have

which account lor
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been limited, as sustained increases i personal
income helped to facititate timely repayment of
obligations.

Consuiers maintained relatively  upbeat pereep-
tions ol current and future economtic conditions dur-
ing 1995, The mcasure of consumer conlidence that
is prepared by the Conlerence Board held fairly
steady at a high level, The mdex of consumer senti-
ment that is compiled by the University of Michipan
Survey Rescarch Center edged down a littie, on net,
from the end of 1994 (o the end ol 1995, but its tevel
also remained relatively high. By contrast, some sur-
vey questions dealing specifically with perceptions of
Jabor market conditions pointed 1o increased con-
cerns about job prospects during the year; although
cmployment continued 1o rise i the aggregale,
announcements ol job cuts by sonie major corporu-
tions may have rekindled consumers™ anxicties about

job sccurity. In January of this year, consunicr assess-

wents ol labor market conditions softened further,
and the broader indexes of sentiment also declined.
The January levels ol the indexes were on the low
side of their averages of the past couple ol years but
were well above levels that were reported ihrough
most of the lirst three years of the expansion.

Consumers tended to save a slightly higher propor-
tion of their income in 1995 than they had in {994,
Large increases in financial wealth usually cause
houscholds to spend o greater share of their current
income, thereby reducing the share ol income that is
saved. However, rising debt burdens and increased
nervoustess about job prospects would work in the
opposile direction, and these influences may have
offset the effect of increases in wealth. Sonie house-
holds also miay have started focusing more intently
on saving for retirement, especiatly in light of
increased political debate about curbing the growth
of entitlements provided under government programs.
Nonetheless, the personal saving rate for all of 1995,
while moving up a litte, remained in a range that was
relatively low by historical standards,

Residential investment fell in the first hall of 1995
but turned up in the third quarter. Both the down-
swing in the first half and the subsequent rebound
after midyear appear to have been shaped, at least in
a rough way, by swings in mortgage interest rates.
Although housing activity had been slow o respond
1o increases in mortgage interest rates through much
of 1994, sizable declines in sales of new and existing
homes started o show up toward the end of that year,
and by carly 1995, pertits and starts also were
dropping. Howcver, the decline in activity proved to
be relatively short and mild. By March, mortgage
interest rates already were down appreciably Itom the
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peaks of late 1994, and midway through the second
quarter, most indicators of housing activity were start-
ing to rebound. Sales of new homes surged to espe-
cially high levels during the summer, and permits
and starts of single-family units rose appreciably.
In the autumn, sales retreated from their midyear
peaks. Starts also slipped back somewhat during the
autumn, but permits held firm.

The intraycar swings in the various housing indica-
tors left the annual totals for these indicators at fairly
clevated levels. The average pace of sales of existing
homes over the first cleven months of 1995 was well
above the average for the 1980s, ceven after having
adjusted for increases in the stock of houses. Starts
and sales of new single-family dwellings in 1995
were about one-tenth higher than their averages for
the 1980s. So far in the 1990s, demographic influ-
cnces have been less supportive ol housing activity
than in the 1980s, as the rate of houschold formation
has lagged—in part because many young adults have
delayed setting up their own domiciles. However, an
offsetting impetus to demand has come from the
improved aftfordability of housing, brought about in
particular by declines in mortgage interest rates.

Construction of multifamily units, after having
taken a notable step toward recovery in 1994, rose
only moderately further in 1995, Over the first cleven
months of 1995, starts of multifamily units amounted
to 280,000 at an annual rate, compared with about
200,000 the previous year and a low of 162,000 in
1993, Financing for the construction of new multi-
family projects appearcd to be readily available this
past year. However, the national vacancy rate for
multifamily rental units, while down trom the peaks
of a few years ago, remained relatively high, and
increases in rents were not of a magnitude to provide
much incentive for the construction of new units,

The Business Sector

Most indicators of business activity remained favor-
able in 1995, but strength was less widespread than it
had been in 1994, and growth overall was less robust.
The output of all nonfarm businesses rose at an
annual rate of slightly less than 2 percent over the
first three quarters of 1995, after a gain of 4 percent
in 1994—a pace that could not have been sustained
given already high operating levels. Inventory prob-
lems cropped up in some lines of manufacturing and
trade in 1995 and prompted production adjustments.
Scattered structural problems were apparent as well,
especially in parts of retail trade in which intense
competition for market share caused financial losses

and eventual bankruptey for some enterprises. More
generally, however, business profits remained high in
1995, as firms continued to cniphasize strategics that
have served them well throughout the 1990s—most
notably, tight control over costs and rapid adoption of
new technologices, achieved by way of heavy invest-
ment in high-tech equipment.

In total, real business fixed investment increased at
an annual rate of 8 percent over the first three quar-
ters of 1995 after a gain of 10 pereent in 1994,
Growth in business spending for equipment contin-
ued 1o outpace the growth of investment in structures,
even though the latter scored its largest gain of the
past several years. On a quarterly basis, investment
remained very strong through the first quarter of
1995. After having slowed sharply in the spring, it
then picked up somewhat in the third quarter. Frag-
mentary data for the fourth quarter suggest that
investinent in plant and equipment recorded a gain of
at least moderate size in that period.

Businesses continued to invest heavily in comput-
ers in 1995, In real terms, these expenditures rose at
an annual rate of nearly 30 percent over the first three
quarters of the year, an increase that was even more
rapid than that of 1994. Excluding computers, real
investment outlays increased less rapidly, on balance,
than in 1994, and growth alter the first quarter was
modest, on net. In the equipment category, outlays
for information-processing equipment other than
computers moved up at an annual rate of about
13 percent in the first hall of 1995 but fell back a
little in the third quarter. Spending (or industrial
equipment followed a roughly similar pattern, with a
small third-quarter decline coming on the heels of
large gains in the first half of the year. Real outlays
for transportation equipment declined in the second
quarter but rebounded in the third, Real investment
in nonresidential structures moved up in cach of
the first three quarters of 1995, at an annual rate of
more than 6 percent, on average, after a gain of
32 percent during 1994 the most recent year brought
increased construction of most types of nonresiden-
tial buildings.

In the industrial scctor, elevated levels of invest-
ment in cquipment and structures in 1995 led to a
gain of about 4 percent in industrial capacity. How-
ever, in a turnabout from the outcome of the previous
year, output of the industrial seclor rose considerably
less rapidly than capacity: A gain of 1'% pereent in
total industrial production over the four quarters of
1995 was a sharp slowdown from a 1994 rise of more
than 62 percent. Production of conswner goods fol-
lowed a choppy pattern during 1995 and rose less
than Y2 pereent over the year as a whole, the smallest



annual increase ol the current expansion. The output
of business equipment advauced in cach quarter, but
a cumulative gain of 44 percent lor this category
was smaller than the increases of other recent years.
Production of materials {altered temporarily in the
second quarter, but production gains resumed there-
after, leading to a rise ol about 2%4 percent over the
four quarters of the year.

With capacity expanding rapidly and production
growth slowing, the rate of capacity utilization in
industry turned down sharply in 1995, backing away
from the high operating rates of late 1994, As of this
past December, the utilization rate in manufacturing
was about Y2 percentage point above its long-term
average. [n January of this year, utilization rates fell
noticeably: Vehicle producers reduced assembly rates
last month, and winter storms temporarily shut down
manulacturing operations more generally.

After having risen rapidly during 1994, business
inventories continued to build at a substantial pace in
the carly part of 1995, By the end of the lirst quarter,
real inveatorics of nonfarm businesses were about
52 percent above the level of a year carlier. Mean-
while, strength that had been evident in final sales
during 1994 gave way to more subdued growth in the
first quarter of 1995, and the ratio of inventories to

sales rose, In the second and third quarters, growth of

inventories was roughly in line with growth ol busi-
ness final sales; consequently, aggregate inventory

sales ratios held fairly steady during this period.
Although data on inventory change in the year's final
quarter are oot yet complete, the available indicators
suggest that significant imbalances probably were
present in only a few industrics at year-end. Potential
for wider inventory problems appears to have been
contained through a combination of production
restraint late in 1995, caution in ordering merchan-
dise from abroad, and discounting by some retailers
during the holiday shopping scason. Wholesalers

reduced their inveatories in the final (wo months of

1995, and manulacturers’ stocks 10se only slightly;
aggregate inventory sales ratios moved down in both
sectors.

Business profits rose further over the first three
quarters of 1995, Heonomic profits of all U.S. corpo-
rations increased at an annual rate of nearly 11 per-
cent, a pace similar to that seen over the four quarters
of 1994. The profits of corporations from their operi-
tions in the rest of the world moved up sharply, on
net, and earnings from domestic operations also con-
tinued to advance. The strongest gains i domestic
profits came at {inancial corporations and reflected, in
part, an increased volume of lending by financial
institutions, reduced premiums on deposit insurance
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at commercial banks, and rising profits of sccurities
dealers. The cconomic profits carned by nonfinancial
corporations from their domestic operations rose at
an annual rate of about 3% percent over the first three
quarters ol 1995 after three years in which the annual
increases were 15 percent or more. A toderation of
output growth at nonfinancial corporations and a
flattening of the rise in profits per unit of output both
worked to reduce the rate of growth in nominal
carnings in 1995, Nonctheless, with unit costs ulso
moving up al a moderate pace, the share of the value
ol nonfinancial corporate output that ended up as
profits changed little, on net, in the first three quar-
ters, holding in a range that was relatively high in
comparison to the average profit share over the past
couple of decades.

The Government Sector

At the federal fevel, combined real outlays for invest:
ment and consumption fell at an annual rate of about
4%y pereent over the first three quarters of 1995,
dropping to a level about 13 percent below its annual
peak in 1990. Both investment and consumption were
cut back over the first three quarters ol 1995. OQutlays
for defense continued to contract, and nondelfense
expenditures turned down, reversing a moderate
increase that took place over the four quarters of
1994,

Federal outlays in the unified budget, which covers
items such as transfers and grants, as well as con-
sumption and investment expenditures other than the
consumption of fixed capital, rose 3% pereent in
nontinal terms i fiscal 1995, matching  almost
exactly the percentage rise ol the previous fiscal year.
Nominal outlays for defense declined 3% percent in
both fiscal 1995 and fiscal 1994, Outlays for social
seeurity increased about 5 percent in both years.
Spending for Medicare and Medicaid continued to
rise at rates appreciably laster than the growth of
nominal GDP. Net interest payments jumped in fiscal
1995 after three years of relatively little change, but
working in the other direction, net outlays for deposit
insurance were more negative than in 1994 (that is,
the margin between insurance premiums and the pay-
out for losses increased). Proceeds from auctions ol
spectrum rights also helped to hold down expendi-
tures; like the premiums for deposit insurance, these
proceeds enter the budget as a negative outlay. In the
first three months of fiscal 1996~ that is, the three-
month period ended in December- federal outlays
were about | percent lower in nominal terms than in
the comparable period of fiscal 1995, Nominal out-
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lays for defense have continued to trend down this
fiscal year, and the spending restraint embodied in
recent continuing budget resolutions has translated
into sharep cuts in nondetense outlays.

Federal receipts rose 7% percent in liscal 1995,
after having increased 9 percent in fiscal 1994, In
both years, categories of receipts that are most closely
related to the state of the cconomy showed sizable
increases. With recepts moving up more rapidly than
spending in fiscal 1995, the federal budget deficit fell
for a third consecutive year, 0 $164 billion. Progress
in reducing the deficit in recent years has come {from
cyclical expansion of the economy, tax increascs,
noarecurring factors such as the sale of spectrum
rights, and adherence 1o the budgetary restraints
cmbodiced in the Budget Enforcement Act of 1990

and the Omnibus Budgetary Reconciliation Act of

1993.

The economic expansion also has helped to relieve
budgetary pressures that many state and local govern-
ments were experiencing earlier in the 1990s. Exclud-
ing social insurance funds, surpluses in the combined
current accounts of state and local governments were
equal to about Y2 percent of nominal GDP in the first
three quarters of 1995; this figure was more than
double the average for 1991 and 1992, when budget-
Ary pressures were most severe.

Even so, stale and local budgets remain at the
center of strongly competing pressures, with the
demand for many of the services that typically arc
provided by these governments continuing to rise at a
time when the public also is expressing desire for tax
relief. Although states and localities have responded
to these pressures in different ways, the aggregate
picture is onc in which expenditures and revenues
have continued to rise faster than nominal GDP—but
by smaller margins than in the carly part of the
1990s. In total, the current expenditures of state and
local governments, made up mainly of transfers and
consumption cxpenditures, werc cqual to about
122 percent of nominal GDP in the first three quar-
ters of 1995, up slightly from the percentages of the
two previous years and about | % percentage points
higher than the comparable figure for 1989, Total
receipts of state and local governments were equal to
about 13% percent of nominal GDP in the first three
quarters of 1995, up just a touch from the comparable
percentages of the two previous years but about
t4 percentage points higher than the percentage in
1989,

State and local outlays that are included in GDP
have been rising less rapidly than the current expendi-
tures of these jurisdictions because GDP excludes
transfer payments, which have been growing faster

than other outlays. In real terms, combined state and
local outlays for consumption and investment
increased at an annual rate of about 22 percent over
the first three quarters of 1995, Real investment
expenditures, which consist mainly of outlays for
construction, moved up at an annual rate of almost
7 percent. By contrast, consumption expenditures,
which are about four times the size of investment
outlays, rose only modestly in real terms—at an
average annual rate ol about 1Y% percent.

The Lxternal Sector

Growth of real GDP in the major foreign industrial
countries other than Japan slowed sharply in 1995
from the robust rates of’ 1994, In Canada, where
economic activity had been particularly vigorous
through the end of 1994, the slowdown reflected
weaker U.S. growth as well as macroeconomic poli-
cies intended o achieve improved fiscal balance and
to prevent the reemergence ol inflationary pressures.
In Germany and the other European cconomics,
appreciation of their currencies in terms of the dollar
during the carly months of the ycar and efforts to
reduce public sector deficits contributed to the decline
in the rate of real output growth. In contrast, Japan
showed some tentative signs of recovery late in 1995
after almost no growth during the previous three
years.

With the cxpansion of rcal GDP slowing in the
foreign G-10 countries at a time when some slack
remained, inflation stayed low. The average rate of
consumer price inflation in these countries remained
about 2 percent last year, essentially the same as in
1994 and somewhat less than in the United States.

Economic growth in the major developing coun-
tries slowed on average in 1995 from the strong pace
recorded for 1994, The substantial contraction of
economic activity in Mexico had important cffects on
U.S. trade, but real output also slowed in other devel-
oping countries, including Argentina. In response to
the December 1994 collapse of the Mexican peso,
the Mexican government adopted a set of policies
intended to tighten monetary conditions, maintain
wage restraint, and reduce government spending 1o
mitigate the inflationary impact of the peso’s devalu-
ation and to achicve significant reduction in the cur-
rent account deficit in 1995, Through the third quar-
ler, the Mexican current account was approximately
balanced; a deficit of about $20 billion had cumulated
during the comparable three quarters of 1994, The
merchandise trade balance improved to moderate



surplus in 1995 from a substantial deficit in 1994.
The improved trade performance in part reflected a
severe contraction in aggregate demand. Mexican
real output fell sharply carly in the year but picked up
toward the end of the year, for an annual decline of
nearly 7 percent.

The newly industrializing cconormies in Asia- -for
example, Malaysia, Korea, and ‘Taiwan-- -continued
to grow rapidly during 1995, at about the same rate as
in 1994. Although growth in most of these countries
was driven by a strong expansion in internal demand,
especially in investment, most countries also bene-
fited {rom very fast export growth. The marked accel-
eration in exports was attributable at least in part to a
real depreciation of their currencies against the yen

and key Furopean currencies during the early part of

the year.

In the first cleven moaths of 1995 the nominal U.S.
trade deficit in goods and services reached about
$115 billion at a seasonally adjusted annual rate, a
level slightly greater than the $1006 billion recorded
for 1994. U.S. income growth in 1995 was similar to
the average for our trading partners, but as is typi-
cally the case, comparable increases in income
scemed to bring forth an increase in ULS. demand for
imports that was larger than the average increases in
demand for our exports by the foreign countries with
which we trade. ffects of the dollar’s depreciation
during 1994 and carly 1995 worked in the opposite
direction, tending to boost exports and hold down
imiports. Overall, the result of these offsetting tenden-
cies was that the dollar value of exports grew some-
what laster than the dollar value of imports through
November. Nonetheless, with the level of imports
exceeding the level of exports at the start of the year,
these growth rates translated into a slightly larger
deficit. The current account deficit averaged about
$160 billion at an annual rate during the f{irst three
quarters of 1995, Both the trade deficit and the deficit
on net investment incomie widened somewhat, result-
ing in an increase from the $150 billion current
account deficit experienced in 1994,

Real exports of goods and services grew at an
annual rate ol about 5 percent over the first three
quarters of 1995, Agricultural exports remained at
clevated levels, and the volume of computer exports
continued to rise sharply. Other merchandise exports
expanded in real terms at a marginally slower rate
than did the total; within this broad category, machin-
ery and industrial supplies accounted for the largest

increases. Tabulation of the export data by country of

destination showed divergent patlerns: Hxports to
Mexico dropped in response to the cconomic crisis in
that country, but shipments to developing countries
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in Asia rose sharply. Exports to Western Europe,
Canada, and Japan increased as well,

Imports ol goods and services increased at an
annual rate ot about 6 pereent in real terms durtng the
first three quarters, a slower rate of advance than
during 1994. Tmports of computers and semiconduc-
tors rose sharply, but imports of other machinery,
consumer poods, and industrial supplics slowed.
Import prices increased about 2% percent in the
twelve months ending in December 1995, An end to
the very rapid rise in world non-oil commodity prices
and low inflation abroad helped o restrain the rise in
import prices.

In the flirst three quarters of 1995, recorded net
capital inflows into the United States were substantial
and nearly balanced the deficit in the U.S. current
account, Sharp increases were reported in both for-
cign assets in the United States and US. asscts
abroad.

Foreign official asset holdings in the United States
increased almost $100 billion through Sceptember.
These increases reflected both intervention by certain
industrial countries to support the foreign exchange
value of the dollar and very substantial accumulation
of reserves by several developing countries in Asia
and Latin America. Private foreign asscts in the
United States also rose rapidly. Net purchases of ULS.
Treasury sccurities by private foreigners totaled
$97 billion, an amount far cxceeding previous
records. Net purchases of U.S. government agency
bonds and corporate bonds were also very large.

Direct investment inflows reached almost $50 bil-
lion in the first three quarters of' 1995; this (otal was
about cqual to the inflow during all of 1994 and
almost matched the record pace of 1989, Mergers and
acquisitions added substantially 10 the inflow of funds
from foreign direct investors in the United States.
U.S. direct investment abroad was cven larger than
foreign direct investment in the United States and
also approached previous peak rates. U.S. nct pur-
chases of foreign stocks and bonds were up from
1994 but below the 1993 peak rate. The bulk of the
net U.S. purchases of foreign securitics were from the
industrial countrics; net purchases from emerging
markets played a relatively small role.

Labor Markets

The number of jobs on nonfarm payrolls increased
14 million over the twelve months ended in Decem-
ber 1995, After a sharp rise during 1994, gains in
cmployment slowed in the first part of 1995, and the
second quarter brought only a small increase. There-



294 Federal Reserve Bulletin {1 April 1996

after, increases picked up somewhat. Nearly 450,000
jobs were added in the final three months of the year,
a4 gain of about 1Y% percent at an annual rate. In
January of this year, with the weather keeping many
workers at home during the reference week for the
monthly survey of establishments, payroll employ-
ment fell sharply.

As in 1994, increases in payroll employment in
1995 came mainly in the private sector of the econ-
omy, but gains there were more mixed than those of
1994. In manufacturing, cmployment fell about
160,000 over the twelve months ended in December,
reversing almost half” of the previous year’s gain.
Losses were concentrated in industries that produce
nondurables. A decline this past year in the number
of jobs at apparel manufacturers was onc of the
largest ever in that industry. Sizable reductions in
cmployment also were reported by manufacturers of
textiles, tobacco, leather products, and petroleum and
coal. In many of these industries, cyclical decelera-
tion of the economy in 1995 compounded the cftects
of adjustments stemmming from longer-run structural
changes. In contrast to the widespread contraction in
employment among producers of nondurables, em-
ployment at the manufacturers of durable goods
increased slightly during 1995. Hiring continued to
expand briskly at firms that produce business cquip-
ment. Metal fabricators also sustained growth in
employment but at a slower pace than in 1994, The
number of jobs in transportion equipment declined,
on net.

In most other sectors of the economy, employment
rose moderately last year. The number of jobs in
construction increased 140,000 over the twelve
months ended in Deccember, a rise of more than
3 percent. In the private service-producing sector,
which now accounts for about three-fourths of all
jobs in the private scctor, employment increased
1.7 million in 1995 after having advanced 2.6 million
in 1994, Establishments that are involved in whole-
sale trade continued to boost payrolls at a relatively
brisk pace in 1995. Retailers also added to employ-
ment but at a considerably slower rate than in 1994;
within retail trade, employment at apparel outlets fell
substantially last year, and payrolls at stores selling
general merchandise dropped moderately after a large
increase in 1994, Providers of health services added
slightly more jobs than in other recent years. At firms
that supply services to other businesses, cmployment
growth was sizable again in 1995 but less rapid than
in either of the two previous years; in this category,
providers of computer services expanded their job
counts at an accelerated pace in 1995, but suppliers
of personnel-—a category that includes temporary

help agencies—added jobs at a much slower rate than
in other recent years.

Results from the monthly survey of households
showed the civilian unemployment rate holding in a
narrow range throughout 1995, and the rate reported
in December—5.6 percent of the labor force
was near the midpoint of that narrow range. In Janu-
ary of this year, the unemployment rate ticked up to
5.8 percent.

The proportion of working-age persons choosing
to participate in the labor force edged down slightly,
on net, over the course of 1995. It has changed little,
on balance, since the start of the 1990s. By contrast,
the two previous decades brought substantial net
increases in labor force participation, although
longer-term trends during the two decades were inter-
rupted at times by spells of cyclical sluggishness in
the economy. Two or three years ago, cyclical influ-
ences also seemed to be a plausible explanation for
the sluggishness of labor force participation in the
current business expansion. But, with the participa-
tion rate remaining shuggish as job opportunities have
continued to expand, the evidence is pointing increas-
ingly toward a slower rate of rise in the trend of
participation. Slower growth of participation will tend
to limit the growth of potential output unless an
offsetting risc is forthcoming in the trend of produc-
tivity growth. So far in the current expansion, mea-
sured increases in productivity seem to have followed
a fairly typical cyclical pattern, with larger increases
carly in the expansion and smaller gains, on average,
in subsequent years. Overall, however, this pattern
has not yielded evidence of a significant pickup in the
longer-term trend of productivity growth.

The average unemployment rate for all of 1995
was about 4 percentage point below the average for
1994, and it was only a little above the levels to
which the unemployment rate fell in the latter stages
of the long business expansion of the 1980s. The low
unemployment rates reached back then proved to be
unsustainable, as they eventually were accompanied
by a significant step-up in the rate of inflation,
brought on in pact by faster rates of rise in hourly
compensation and unit labor costs. The current
expansion, in contrast, has remained relatively free of
increased inflation pressurcs working through the
labor markets. The employment cost index for hourly
compensation of workers in private nonfarm indus-
tries rose only 2.8 percent over the twelve months
ended in December, the smallest annual increase on
record in a series that goes back to the start of the
1980s. Hourly wages increased 2.8 percent during the
past year, the same relatively low rate of increase as
in 1994, The cost of fringe benefits, prorated to an




hourly basis, rosc only 2.7 percent last year, the
smallest annual rise on record. With many {irms still
undergoing restructurings and reorganizations, many
of which have involved permanent job losses, work-
ers probably have been more reluctant 1o press for
wage increases than they normally would have been
during a period of tight labor markets. Also, firms
have been making unprecedented eftorts to gain bet-
ter control over the rate ol rise in the cost of benelits
provided to employcees, especially those related o
health care. Although some of these efforts may have
only a one-time citect oun the level of benelit costs,
groundwork also seems o have been laid for slower
growth of benelits over time than would otherwise
have prevailed.

Prices

Early in 1995, inflation pressures that had started
building in 1994 scemned o be gaining in intensity,
Indexes of spot commodity prices continued to surge
in the carly part of lTast ycar, and in the producer price
index, materials prices recorded some of the largest
monthly increases of the past decade and a half.
Consumer prices also began to exhibit some upward
pressure, with the index for items other than food and
energy moving up fairly rapidly over the first four
months of the year.

The surge in inflation proved to be relatively short-
lived, however, The spot prices ol industrial com-
moditics turned down in the spring ol the year and
fell further, on net, after midyear. Price increases for
intermediate materials slowed in the sceond and third
quarters of’ 1995, and by the final quarter of the year
these prices also were declining. Monthly increases
in the core CPI slowed in May; thereafter, increases
generally were small over the remainder of the year.
The slowing of the cconomy after the start of the year
appears to have cut short the buildup of inflationary
pressures belore they could have much effect on the
underlying processes of wage and price determina-
tion. In the end, the rise in the CPI excluding food
and encrgy from the linal quarter of 1994 to the linal
quarter of 1995 amounted to 3 percent, an increase
that differed little from those of the two previous
years. The increase in the total CPLin 1995 came in
at 2% percent, the fifth consecutive year in which it
has been in a range of 3 percent or less.

In the aggregate, rates of price increase held lairly
steady for both goods and services this past year. The
CPI for commoxlities other than food and energy rose
IY4 percent over the four quarters of 1995 after
increases of V5 percent in both 1993 and 1994, The
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last three-year period in which prices ol these goods
rose by such small amounts came in the middle part
ol the 1960s. Apparel prices continued to decline last
year but not so rapidly as in the previous year. Price
increases for vehicles moderated. The 1995 rise in
the CPI for services other than energy was 3% per-
cent; although this increase exceeded the 1994 rise by
a slight amount, the results for both years were
among the smallest increases for this category in the
last three decades.

Trends in food prices and energy prices remained
favorable to consumers in 1995, The rise in food
prices from the final quarter of 1994 o the final
quarter of 1995 was slightly more than 2% percent,
almost exactly the same as the increases of the (wo
previous years. ‘The last yearly increase in food prices
in excess of 3 percent canie tive years ago, in 1990,
In the intervening years, production adjustments by
farmers and weather problems of one sort or another
have caused temporary surges in the prices of some
farm commoditics, but these surges have not resulted
in widespread pressures on food prices at the retail
level, Moderate rates of increase in the costs of
nonfarm inputs that contribute heavily to value added
have been an important anchor in the setting of food
prices at the consumer level. Also, if only by chance,
years of poor crops—-like that of 1995, when grain
and oilseed production plummeted—have tended to
be interspersed with years of” good crops, a pattern
that has prevented sustained upward pressures on
farm and food prices. In the energy arca, prices at the
consumer level fell 1% percent, on net, over the four
quarters of 1995, more than reversing a moderate
1994 increasc. Gasoline prices dropped nearly 5 per-
cent, on net, over the four quarters of the year, and
consumer prices of natural gas also declined appre-
ciably. However, some upward pressures developed
in late 1995 and carly this year, largely in response to
uncxpectedly cold temperatures that boosted {uel
requirentents for winter heating,

All told, the price developments of 1995 appear to
have lelt a favorable imprint on expectations ol future
rates of inflation, il results from various surveys of
consumers and forecasters are an accurate reflection
ol the views held by the broader public. Monthly
responses 1o the surveys tead to bounce around some-
what, but over 1995 as a whole, average rcadings ol
anticipated price increases one year into the future
were slightly lower than those of 1994, and survey
responses aboul inflation prospects over the longer
term came down more substantially. Although the
responses regarding expected inflation still tended, on
balance, to run to the high side of actual rates of price
increase, the casing ol inflation expectations this past
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year provided another encouraging sign that inflation
processes that helped to undermine other recent
business ¢xpansions are still in check in the current
expansion.

FINANCIAL, CREDIT, AND MONETARY
DEVELOPMENTS

In 1995 and early 1996, the Federal Reserve had to
adjust its policy stance several times to promote
credit market conditions supportive of sustained
growth with low inflation. At the beginning of 1995,
some risk remained that inflation might rise. To pro-
vide additional insurance against that development,
the Federal Open Market Committee (FOMC) tight-
ened reserve conditions, raising the intended federal
funds rate V2 percentage point, to 6 percent, thereby
extending the cpisode of policy firming that had
begun one year carlier. As time passed, it became
clear that these policy tightenings had been success-
ful in containing inflationary pressures, and the Sys-
tem initiated 4 point reductions in the federal funds
rate in July and December 1995 and January 1996.

Most market interest rates had peaked before the
policy tightening last February. During the spring,
interest rates declined appreciably, as market partici-
pants increasingly came to believe that no additional
policy restraint would be forthcoming, and, indeed,
that easing might be in the cards. Mounting evidence
that the growth of spending had downshifted and
price pressurcs were muted, along with greater hopes
that substantial progress would be made toward
reducing the federal budget deficit, contributed to the
change in attitudes and to the drop in interest rates,
especially longer-term rates. On balance during 1995,
interest rates dropped | to 2% percentage points,
with the largest declines registered on intermediate-
and long-term securities. This year, short- and
intermediate-term interest rates have fallen somewhat
further, while long-term rates are unchanged to a
little higher.

During the first part of last year, ¢xpectations of
lower U.S. interest rates relative to other G-10 coun-
tries and other factors such as the crisis in Mexico
contributed to a 10 percent depreciation of the trade-
weighted exchange value of the dollar. By year-end,
though, the dollar had retraced about halt of these
losses, and it has appreciated further on balance in
1996.

The course of interest rates during the year influ-
enced overall credit flows and their composition. The
expansion of the total debt of domestic nonfinancial
sectors was relatively strong during the first half of

the year but moderated later in 1995, For the year,
debt grew 54 percent, a bit above the midpoint of its
annual growth range. Initially, household and non-
financial business credit demands were concentrated
in floating-rate or short-term debt instruments. As the
yield curve flattened, credit demands shifted to fixed-
rate, long-term debt instruments.

Because depository institutions are important
sources of short-term and floating-rate credit to
households and businesses, depository assets grew
rapidly early on and then backed oft. The need to
fund the increase in assets, along with declines in
market interest rates relative to yields on retail depos-
its, led to the fastest growth in M2 and M3 since the
late 1980s; M2 ended the year in the upper part of its
annual range, and M3 was at the upper end of its
range. In contrast, M1 declined for the first time since
the beginning of the official series in 1959, as many
banks introduced retail sweep accounts that shifted
deposits trom interest-bearing checking accounts to
savings-type accounts in order to reduce rescrve
requirements.

The Course of Policy and Interest Rates

The Federal Reserve entered 1995 having tightened
policy appreciably during the previous year. Short-
term interest rates had risen more than 2% percentage
points from the end of 1993, and long-term rates
were up 2 percentage points. Policy tightening had
been necessitated by the threat of rising inflation
posed by unusually low real short-term interest rates
earlier in the 1990s. Rates had been kept low to
counter the effects of impediments to credit flows and
economic growth. But as these impediments were
reduced, the economy expanded at an unsustainable
pace and margins of underutilized labor and capital
began to erode. Ultimately, absent a firmer policy,
excessive demands on productive resources and
resulting higher inflation would have produced
strains, threatening cconomic expansion.

In carly February the policy actions taken in 1994
did not appear to be sufficient to head off inflationary
pressures. The growth of economic activity had not
shown convincing signs of slowing to a more sustain-
able pace, and available information, including a
marked rise in materials prices during the last half of
1994, seemed indicative of emerging resource con-
straints and building inflationary pressures. In these
circumstances, the FOMC agreed on a 2 percentage
point increase in the federal funds rate, and the Board
of Governors approved an equal increase in the dis-
count rate.



During the remainder of the winter and through the
spring, incoming data signaled that economic growth
was finally moderating. At tirst, it was unclear if the
slowdown was temporary or il it was a lasting shilt
toward « sustainable rate of cconomic expansion in
the neighborhood ol the economy’s potential. Adding
to the uncertainty was a pickup ol consumer price
inflation and a pronounced weakeuing in the foreign
exchange value of the dollar. At the March meeting,
the FOMC determined that it would be prudent to
await further information before taking any addi-
tional policy actions, but it alerted the Manager of the
System Open Market Account that, il intermeeting
action were to be required, the step would more
likely be to firn than to case.

By the May meeting, substantial evidence had
accumufated that the threat of rising inflation had
lessened. Economic growth had slowed; although the
adjustment to inventory imbalances that had devel-
oped carlier in the year was contributing to the slow-
down, the underlying trajectory of final sales was still
uncertain, The FOMC determined that the existing
stance of policy was appropriate and expressed 1o
presumption as to the direction ol potential policy
action over the interniecting period, issuing a sym-
metric directive to the Account Manager.

Intermediate- and long-term interest rates had
fallen throughout the winter and spring, as evidence
accumulated that the expansion of cconomic activity
was slowing and that inflationary pressures were
ebbing. Furthermore, budget discassions in the
Congress scemed to foreshadow  signilicant fiscal
restraint over the balance of the decade, putting addi-
tional downward pressure on these rates. Short-term
rates had declined less, but in late spring, linancial
market  participants had  begun 1o anticipate an
casing of monctary policy. By midyear, the three-
month Treasury bill rate had declined about V4 per-
centage point from its level at the beginning of the
year, while rates on securitics with maturities greater
than one year had dropped as much as 2 percentage
points.

Employment data released shortly after the May
FOMC meeting were surprisingly weak, and by the
July meeting it appeared that growth of aggregate
output had sagged markedly during the second quar-
ter as businesses sought to keep inventories from
rising (o undesirable levels. This deceleration ol out-
put growth was accompanied by a soltening of indus-
trial prices and a marked reduction in the pace at
which materials prices were rising. With the econ-
omy growing more slowly than had been anticipated
and potential inflationary pressures receding, the
POMC voted to case teserve pressures slightly with a
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Ya percentage point decline in the intended federal
funds rate.

Although linancial market participants had antici-
pated a decline in the federal funds rate at somce
point, bond and equity markets rallied strongly imme-
diately after the change in policy was announced.
However, a pickup in cconomic growth during the
sutnner wade Turther reductions in the funds rate
appear less likely, and interest rates backed up for a
time.

The Comumitice did keep rates unchanged at the
August and September meetings. Although inflation
had improved, the slowdown had been anticipated to
a considerable extent. Morcover, uncertainties about
federal budget poficies and their effects on the ceon-
omy remained substantial.

At the November mecting, the economic signals
were mixed. Aneedotal information tended to suggest
a softening in spending alter the third quarter, but the
extent of any slowing of spending and inflation was
unclear. Although short-term rates remained above
long-terin averages on a real, inflation-adjusted basis,
substantial rallics in boud and stock markets were
thought likely to buoy spending. Against this back-
drop, the PFOMC voted to maintain the existing stance
ol monetary policy.

The generally positive news about inflation and
hopes for a budget agreement had helped propel the
bond market higher throughout the fall. By the
December mecting,  intermediate- and  long-term
interest rates were [Va to 2% pereentage points below
their levels at the beginning of the year. The bond
market rally, along with strong earnings reports,
pushed equity prices higher during the year, and by
mid-December, equity price indexes were up aboul
35 percent from levels at the beginning of the year.
Since the last casing in July. inflation had been some-
what more favorable than anticipated, and the expan-
sion of economic activity had moderated substan-
tially after having posted a strong third quarter. With
both inflation and inflation cxpectations more sub-
dued than expected, and with the slowing in cco-
nomic growth suggesting that price pressures would
continue to be contained, the FOMC decided to re-
duce the intended federal funds rate an additional
Ya percentage poing, bringing it to 5% percent.

The data available at the time of the FOMC meet-
ing in late January gave stronger evidence of slowing
cconomic expansion. ‘This development  reduced
potential inflationary pressures going forward and
raised questions  about whether monetary  policy
might unduly restrain the pace of expansion. The
Committee believed that a further slight casing in
monetary policy was consistent with keeping infla-
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tion contained and fostering sustainable growth,
given that price and cost trends were already sub-
dued. In these circumstances, the Committee lowered
the intended federal funds rate ¥4 percentage point, to
5% percent, and the Board approved an equivalent
reduction in the discount rate, to 5 pereent.

Partly as a consequence of the System actions in
December and January, short- and intermediate-term
interest rates have fallen Y4 to 2 percentage point
since mid-December. However, on balance, longer-
term rates are unchanged to a little higher. The
absence of a firm agreement to reduce the federal
budget deficit, and some tentative signs most recently
that the economy might not be so sluggish as some
market participants had feared, have held up longer-
term rates.

Credit and Money Flows

On balance in 1995, the debt of the domestic nonfi-
nancial sectors grew at about the same pace as in the
previous year, although within the year, debt growth
was much stronger in the first half than in the second.
Credit supplies remained plentiful: Banks continued
to be willing lenders, and in securities markets most
interest-rate spreads remained quite narrow. Debt
burdens for households increased, but cxcept for a
few types of consumer credit obligations, delin-
quency rates remained at low levels. Rising equity

3. Growth of money and debt

Percent

prices bolstered the overall financial condition of
households.

Federal debt rose 3% percent in 1995, slightly less
than in 1994. The federal government’s demands for
credit fell largely because the budget deficit shrank
about 20 percent for the calendar year. Federal debt
growth also slowed toward year-end as the Treasury
drew down its cash balance to keep barrowing within
the $4.9 trillion debt ceiling.

State and local government debt fell 5'2 percent—
more than in 1994. A few years earlier, municipalities
had taken advantage of low long-term rates to pre-
refund a substantial volume of issues, many of which
were eligible to be called in 1995, As those securities
were called, and with gross issuance light, the stock
of municipal securities contracted for a second con-
secutive year. Despite the overall reduction in debt
outstanding, the ratios of tax-exempt to taxable yields
jumped in the first half of the year and, for long-term
debt, held at an elevated level during the remainder
of the year. This increase was associated with con-
cerns about the effect on demands for tax-free
municipal debt of proposals for changes in federal
taxation that would sharply reduce the tax advantages
of holding municipal bonds.

Household borrowing remained robust in 1995,
moderating only a bit from 1994, and the ratio of
household debt to disposable personal income rose
further. Even so, the financial condition of this sector
remained good on balance, although there were signs

Period M1

Domestic
M2 M3 nonfinancial debt

(252

HOE »Souw

Lo inwhe Rkl

1995:1 . RPN -1

8.7 9.6 9.5
9.0 124 10.2
8.8 9.7 9.8
1.8 9.5 11.9
8.1 108 14.6
8.6 7.7 14.3
9.2 9.0 133
4.2 59 9.9
5.7 6.3 9.0
52 4.0 7.8
4.1 1.8 6.8
3.1 1.2 4.6
1.8 .6 4.7
14 1.0 52
.6 1.6 52
4.2 6.1 53
1.4 4.8 5.3
4.3 6.7 7.0
7.0 8.0 4.6
4.0 4.4 39

L. Trom average tor fourth quarter of preceding year to average tor fourth
quartter of year indicated.

2. Adjusted for shifts to NOW accounts in 1981,
3. From average for preceding quarter to average tor quarter indicated.



of deterioration. The rally in the domestic equity
markets supported houschold balance sheets by
boosting net worth sharply. In addition, delinquency

rates on home mortgages and closed-end consumer

loans at banks, while rising, remained at low levels.
Other indicators, however, provided evidence that
some households were likely beginning to experience
increased financial pressures. For instance, delin-
quency rates on credit card debt held by banks and on
auto loans booked at captive finance companics rose
sharply. Furthermore, the average houschold debt-
service burden- —calculated as the share of disposable
income needed to mecet required payments on mort-
gage and consumer debt- continued to rise last year.
This measure of debt burden has now reversed about
onc-half of the decline it posted carlier in the decade.

The average debt-service burden of nonfinancial
corporations—the ratio ol net interest payments (o
cash flow—also rose last year, bul it remained well
bencath the most recent peak reached in 1990, The
increase in debt burden was in part associated with
the relatively strong growth of the debt of nonfinan-
cial businesses. This scctor’s debt growth was espe-
cially robust carly in the ycar, when business fixed
investment picked up further and inventory accumu-
lation was rapid. Debt issuance was also boosted
by the rising wave of mergers, although a good
number involved stock swaps. Financing needs fell
back later on as investinent growth slowed and profits
increased. Funding patterns also shifted as bond
yields fell, and firms relied more heavily on longer-
term debt. Despite the increase in credit demands,
interest rate spreads ol investment-grade private
securities over comparable Treasuries widened only
slightly and remained narrow by historical standards,
suggesting that lenders continued to view halance
sheets of nonfinancial corporations as remaining
healthy on the whole. Spreads on below-investment-
grade debt rosc more sharply but stayed well bencath
levels reached carly in the decade.

Commercial banks met a significant portion of the
increase in business credit demands last year, which,
in turn, contributed to the rapid cxpansion of bank
balance sheets. Banks funded a portion of the loan

4. Distribution of bank asscts by capital status

Percentage of industry asscts
1990:Q4 1995:Q3
Undercapitalized .................. 313 5
Adequately capitalized ............ 38.6 29
Well capitalized ................... 30.4 96.6

Noti. Adjusted for exammer ratings,
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increase by reducing  their sceuritics  holdings,
although higher market prices of sccuritics and ofl-
balance-sheet contracts left reported securities hold-
ings slightly higher for the year, L fact, bank sceurity
holdings relative to the size ol their balance sheets
rerained elevated and, together with banks’ strong
capital positions, indicated that late in the year banks
were well positioned to continue accommodating (he
credit  demands  of houscholds and  businesses.
Although qualitative information  suggested  that
batks were no longer reducing the standards busi-
nesses needed 1o mecet to qualify for loans, some
casing of credit lerms continued, with interest rate
spreads on business loans narrowing further. Growth
ol real estate loans held by banks slowed over the
year as the share of fixed rate mortgages in total
originations rose with the decline in long-ferm rates.
Banks tend 1o sceuritize fixed rate mortgages more
than adjustable rate loans. Consumer loans on the
books of banks began the year growing at very high
rates; this growth decelerated throughout 1995 as the
volume of securitization increased. In response (o
rising delinquency rates, somme banks tightened terms
and standards for consumer loans toward the end of
1995 and carly 1996.

Total assets of thrift institutions are estimated 1o
have risen slightly last year. Growth at healthy thrift
institutions more than offset a substantial transler of
thrift assets to commercial banks through mergers.
The revival of growth in thrift asscts, along with the
strong showing of bank credit, helped to nudge up
depository credit as a share ol domestic nonfinancial
debt for the second straight year after filteen years of
declines. Banks and thrift institutions still account for
more than one-third of all credit to nonfinancial
sectors.

Banks and thrift institutions funded a large share of
their asset growth with deposits, and M3 grew 6 per-
cent. The non-M2 portion of M3 was especially
strong, in part as depository institutions substituted
large time deposits for nondeposit sources of {unds.
The sharp reduction in deposit insuraiee premiums,
which made large time deposits a more attractive
source of funds, probably contributed to this shift.
Late in the year, branches and agencies ol Japanese
banks, facing some resistance in U.S. funding mar-
kets, ran off time deposits while continuing to
increase their funding from overseas oftices.

M2 rose as lower market interest rates and a flatter
yield carve increased the relative attractiveness of
retail deposits.” As is typical, deposit interest rates,

2. In February 1996 M2 was redelined to exclude overnight repur-
chase agreements (RI’s) and overnight Eurodollars; these instruments
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and to a lesser cxtent returns on moncy market
mutual funds, adjusted slowly to declines in market
rates last year. Falling interest rates for comparable
maturity market instruments were not the whole story
for the growth of M2, however. As the yield curve
flattened, the relative gains from holding longer-term
assets with less certain price behavior fell, and this
probably strengthened houschold demand for com-
ponents of M2. Even so, M2 velocity was about
unchanged after having increased lor four years.

MI fell almost 2 percent in 1995, the first annual
decline since the beginning of the Board’s official
series in 1959, Sweeps of deposits from reservable
checeking accounts, a component of M1, to nonreserv-
able money market deposit accounts were a major
influence. Without these sweeps, M1 would have
risen | percent. By the end of last year, sweeps had
spread to thirty-two bank holding companices, and the
initial amounts swept by these programs totaled
$54 billion. The corresponding decline of more
than $5 billion in required reserves largely showed
through to reserve balances maintained at Federal
Reserve Banks. As banks continue 1o introduce retail
sweep programs in the future, the aggregate level of
required reserve balances will tend to fall further.
Although it has not happened yet, one possible conse-
quence of the declining required reserve balances is
greater instability in the aggregate demand for
reserves and in overnight interest rates. In 1991, after
the cut in reserve requirements at the end of 1990,
unusually low levels of required reserve balances
were associated with greater variability in the federal
funds rate, as banks’ volatile clearing needs began to
dominate the demand for reserves, making daily re-
serve demand more difficult to estimate.,

The run-oft in reserve balances held down the
growth of the monctary base to 4 percent in 1995, In
addition, currency growth slowed, primarily owing to
reduced shipments abroad. Foreign demand moder-
ated with the stabilization of financial conditions in
sonte countries  where  dollars  circulate widely.
Indeed, reduced demands from abroad contributed 1o

will remain in M3. These items were first included in M2 in 1980
because they were being substituted for demand deposits as busi-
nesses were in the process of managing their cash holdings more
closely. Since then, other uses of overnight RPs and Eurodollars have
come to dominate movements, Morcover, while RPs and Eurodollars
are only 3 percent ol M2, they contribute substantially to the short-run
volatility of that aggregate. Removing these components from M2
should make the weekly levels of the aggregate less volatile and
reduce the reporting burden on banks that have had to distinguish
between overnight and teeme RPs and Eurodollars. On a monthly and
quarterly busis, the relationships of the two mieasures of M2 1o incotne
and interest rates are almost indistinguishable. the historical M2
data presented in this report exclude overnight RPs and overnight
Furodollars,

a rare decline in the currency component of M1 this
past summer, the first decrease since the carly 1960s.
The demand for existing Federal Reserve notes also
slackened in anticipation of the mwroduction of a
newly designed $100 bill that will be more dilficult to
counterfeit.

Foreign Exchange Developments

The weighted-average foreign exchange value of the
dollar in terms of the other G-10 currencics declined
about 5 pereent on balance last year, The dollar fell
sharply through April and rcached a low almost
10 percent below its value at the end of 1994, The
downward pressure against the dollar was sparked by
indications of some slowing ol the pace of U.S. real
output growth, which contributed to expectations that
further increases in ULS. interest rates were unlikely,
and by the acrimony surrounding the ongoing trade
dispute between the United States and Japan. The
crisis in Mexico also weighed on the dollar, On
several occasions in March and early April the Trad-
ing Desk at the Federal Reserve Bank of New York,
joined by some other central banks, intervened to buy
dollars on behalf of the Department of the Treasury
and the Federal Reserve System in an cffort to
counter the pressure for dollar depreciation.

The release hy the G-7 officials of the communigué
from their meeting in late April supporting an orderly
reversal of the dollar’s decline and the signing of a
trade agreement between the United States and Japan
at the end of June helped to stabilize the doflar, which
had fluctuated narrowly until carly August. The dol-
lar then rebounded somewhat and remained within a
narrow range through the end of the year. The recov-
ery of the dollar stemmed, in part, from perceptions
that its earlier decline, patticularly in terms of the
yen, had been excessive in light of the underlying
fundamentals. Morcover, weakness in the cconomics
of some other major industrial countries began to
cmerge, reducing prospective  returns  available
abroad. At times (rom May through August, the
Trading Desk again centered the market in conjunc-
tion with other central banks to intervene in support
of the dollar, reinforcing the view that U.S. authori-
tics were commiitted to a strong dollar,

In all of the major foreign industrial countries,
long-term interest rates declined during 1995, nearly
reversing the increases that had occurred during the
previous year. On average, rates on foreign govern-
ment issues with maturitics of ten years fell about
150 basis points in the twelve months to December,
somewhat less than the decline that occurred in the



comparable U.S. rate. In Canada, where economic
activity slowed sharply, the drop in long-term rates
nearly matched that in the United States, while in
ltaly, where political uncertainty remained a concern
throughout the ycar, rates fell only 100 basis points.
During the first few weeks of this year, long-term
rates abroad gencrally moved down somewhat more
but then most recently returned to their December
average levels. An important exceptiont is Japan,
where rates have risen from their late-December lev-
els, apparently reflecting market pereeptions that the
stage is set for a Japanesc ccononiic recovery. Short-
termn market rates in the major foreign industrial
countrics were mixed, but on average rates moved
down.

On balance, the dollar depreciated about 8 percent
in terms of the German mark during 1995 and by
similar amounts in terms of most other currencies
participating in the lixchange Rate Mechanism of the
Huropean Union. Alter substantial  depreciation
against the mark carly in the year, the dollar stabi-
lized and then partly recovered as economic indica-
tors revealed significant softening in economic activ-
ity in Germany. Fasing by the Bundesbank during, the
sccond half of the year reinforced the view that mark
interest rates were not likely to rise and might fall
further. The dollar depreciated slightly, on balance, in
terms ot the Canadian dollar, despite peciods of sell-
ing pressure on the Canadian dolar during the year
related to Canada’s fiscal situation and possible
sceession by Quebec,

Although the dollar did fall to a record low, below
80 yen to the dollar in mid-April, by year-end the
dollar had appreciated slightly in terms of the yen
from its level at the end ol 1994, So far this year, the
dollar has appreciated somewhat [urther against the
yen. Resolution of the trade dispute and repeated
episodes of exchange market intervention by the

Monetary Policy Report 1o the Congress 30]

Bank of Japan, sometimes in conjunction with U.S.
and foreign moncetary authoritics, contributed to the
appreciation of the dolar in terms of the yen during
the second half ol the year. However, the fundamen-
tal cause of the yen’s decline during that period
probably was the casing of monetary policy by the
Bank of Japan that pushed short-term market interest
rates to extremely low levels,

In terms of the Mexican peso, the dollar appreci-
ated sharply from the onset of the crisis in late
December 1994 to March. The dollar subscequently
retraced some of those gains, and the peso—dollar rate
fluctuated narrowly through the middle of the year.
Uncertainty about the prospects lor Mexican ceo-
nomic performance and macroeconomic  policy
sparked renewed appreciation ol the dollar in terms
of the peso in November. Since November, data
indicating that the decline in Mexican real cconomic
activity may have ended, some intervention by the
Bank of Mexico in support of the peso, and a percep-
tion that the decline in the peso may have gone oo
tar given the underlying fundamentals have contrib-
uted to some rebound of the peso. During the year,
the Mexican authorities drew $3 billion on short-
term swap lines with the Federal Reserve and the
Exchange Stabilization Fund (FSF) ol the U.S. Trea-
sury and $10.5 billion on a medinm-term swap facil-
ity provided by the ESE By the end of January 1990,
the short-term drawings had been entirely repaid.

Adjusted for relative consunmier price inflation, the
dollar was little changed, on balance, against a
multilateral-trade-weighted average of the currencies
of cight developing countries that are important
U.S. trading partners. The dollar’s 30 percent real
appreciation against the Mexican peso was about
offset by real depreciations against the other seven
currencices. I
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The Fiscal Position of the State and Local
Government Sector: Developments in the 1990s

Laura S. Rubin, of the Board’s Division of Research
and Statistics, prepared this article. Jeff Campione
and Robin McKnight provided research ussistuance.

After difficulties during the carly 1990s, the fiscal
position of state and local governments has improved
considerably in the past three years. States, as a
group, have fared relatively well, although some tocal
governments are still struggling with fiscal difficul-
ties. In addition, the sector as a whole continues to
face persistent underlying structural problems. This
article first examines the primary budget concepts
that are generally used to evaluate the fiscal condition
of state and local governments. Next it surveys the
status of the various levels of government, that is,
states, cities, counties, and school districts. Then it
discusses some of the underlying problems in state
and local budgeting, particularly in the areas of health
care, education, corrections, and pensions,

BUDGET CONCEPTS

The national income and product accounts (NIPA),
published by the Commerce Department, provide a
comprehensive summary of the receipts and expendi-
tures of all state and local governments and their
enterprises. Up-to-date NIPA information for the state
governments and the local governments separately is
not available, although social insurance fund data for
the sector are published and will be discussed later.
According 1o the NIPA, the fiscal position of state
and local governments, excluding their social insur-
ance funds, has improved in recent years: Although
the surplus of current accounts dipped markedly in
1990, it then trended up for sceveral years and
remained about unchanged over 1994 and 1995, A
similar pattern is apparent for the surplus as a share
o' GDP, but more broadly, when measured this way,
the surplus has been on a general downward trend for
the past quarter-century (chart 1).

The examination of data published by a variety of
statec and local organizations provides some insight
into how the various levels of government are faring.
These sources focus on the general [und budgets,

which are the primary accounts for financing day-to-
day operations of both state and local governments.
In every state except Vermont, the general fund and
many other budget accounts are required to be bal-
anced, either within each fiscal year or over a two-
year period. The accompanying box discusses state
balanced-budget requirements and the ways states
meet them.

The general fund accounts of state governments
exclude earmarked funds, federal funds, and pension
funds. They also exclude most outlays for capital
investment. As a result, the general fund accounts of
all state and local governments cover only about half
of the sector’s spending, and therefore any reading of

1. State and local sector surplus, 1968 -95
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Notr. Shaded areas indicate periods of recession as defined by the National
Bureau ot Economic Research. Data are quarterly and on & NIPA basis; they
exclude social insmance tunds; the figure for 1995 is through Q3.



the fiscal position of a govermment hased solely o its
general fund budget is incomplete. However, data on
the peneral fund accounts, particularly for states, are
readily available and are viewed as a good indicator
of state fiscal conditions. Although both the general
fund accounts and the NIPA include interest outlays,
only the NIPA includes the services ol capital
assets- cquipment and structures  as expenditures.!

The general fund accounts of state and local gov-
ernments may include revenues that are not counted
in the NIPA but that could buoy, or mask, an other-

I Until the revision to the NIPA, teleased in January 1996, the
spending measure (hat determined the NIPA suiplus or delicit for state
and local governments mcluded purchases ol all durable goods and
structures. However, the NIPA now feature i current account measure
of the surplus or deficit, Thus, outlays for cquipment, a component ol
durable goods, and structures have been reclassified as investment,
and services of these assets, along with compensation and spending on
other services, nondutable goods, and certain durable goods that are
not capitalized, like parts, are being reported as current-account pur
chases or government consuption expenditures,
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wise tenuous budgetary picture. The following are
examples ol budgetary practices used by many states.

* States focus on a general Tunds measure that
refiects their balance sheet position rather than the
difference between revenues and outlays over a year.
Thus, states whaose current-year expenditures exceed
their current-year revenues could still be reporting a
positive year-end general fund “halance” as long as
that gap docs not exceed the net surpluses accumu-
lated in previous years. Por example, for fiscal year
1995, which ended June 30, 1995, the National Con-
ference of State Legislators (NCSIL) projected a clos-
ing balance of $4 billion even though planned expen-
ditures were expected to exceed revenues by more

than $1 billion.”

2. Corina L. Eekl, Karen Carter, and Arturo Peres, State Budyget
Actions 1994, National Conference of State Legislatures (November
1994y, . 42.

State Requirements for Balanced Budgets

The definition of “balance™ used by state governments does
not necessarily accord with the generally accepted view, say
for individuals, that current revenues cover current expen-
ditures, For statc governments, a balanced general fund
budget for a given fiscal year requires that revenues plus
surpluses from preceding years be at least as large as
outlays. Forty-nine states have balanced-budget require-
ments. They focus on general fund budgets, although, in
many states, other state funds are also expected to balance.
More states have constitutionally mandated balanced-
budget requirements than statutory requirements. Generally,
the governor must submit a balanced budget or the legisla-
ture must enact one, In some states the budget need not be
in balance at the end of the fiscal ycar, whereas other states
allow the carryover of a deficit into the next fiscal year if
necessary.

If a shortfall in the general fund is anticipated during the
planning stages of a budget, which occur during the legisla-
tive session preceding a given fiscal year, state governments
usually cut spending or increase taxes, fees, and charges. In
addition, many governments rely on interfund transfers, for
cxample, from so-called rainy-day funds or from other
funds, to ensure fiscal balance. Forty-five states have budget
stabilization, or rainy-day. funds whose primary purpose is
to provide revenue during periods of fiscal distress.! In
addition, some states transfer money from trust funds, which
always have a large, positive balance. For example, funds

1. Revenues for the rainy-day funds are determined through appropria-
fions or automativally as a function of a stale’s budget surplus. Only
Arkansas, Hawaii, Hlinois, Montana, and Orcgon, atong with the District of
Columbia, do not have rainy-day tunds,

may be transferred from a state’s education or transporta-
tion trust fund to the general fund near year-end and then
transferred back shortly thercafier. Generally, these types of
transfers do not involve pension funds.

Some states have also used proceeds of short-term debt
offerings, and occasionally bonds, to cover short-
falls in their general fund accounts, thereby “balancing”
those budgets. Other balancing techniques employed when
shortfalls appear toward the end of the fiscal year include
the postponement of payments until afler the end of the year
or, sometimes, the acceleration of some receipts into the
year. Finally, certain functions may be moved outside the
realm of the general fund budget. Thus, although a simple
comparison of expected outlays and receipts from current
sources may imply a deficit, considerable fiscal maneuver-
ing can produce a “balance.”

Analysts emphasize that state officials want and try to act
responsibly to balance their budgets. Moreover, concern
about a state’s municipat bond rating may encourage actions
to balance its budget. Therefore, even without explicit laws,
the manifest intention of officials is to balance stale and
local budgets according to the terms and definitions de-
scribed above, and the primary motivation for balanced
budgets is not the formal requirement but rather “tradition,
practice, and public expectation.”? Wyoming is a case in
point: Although the state is not legally required by constitu-
tion or statutory provision to balance its budget, the expee-
tation is so strong that it is considered to have the require-
ment in practice.

2. Ron Snell, State Balanced Budget Requirements: Provisions and Prac-
tice, National Conference of State Legislatures, forthcoming.
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» Second, governments may count the proceeds of
short-term debt ofterings as a source of {unds (reve-
nue), although these are not included in the NIPA.

 Third, governments may transfer funds into their
general fund from other accounts, or they may sell an
asset. For example, in the period from fiscal 1991 to
1994, the State of New York sold more than
$300 million of assets to public authoritics, which
borrowed to finance the purchases. A transaction of
this type increases revenue in the general fund but
does not change the fiscal condition for the state on a
NIPA basis.

THE CURRENT {1SCAL CONDITION OF STATES
AND LOCAL GOVERNMENTS

Like the NIPA, the general fund accounts of states
and many local governments suggest significant
improvement from weakness earlier in the 1990s.
Expenditures for the sector are split about evenly
between states and local governments. At the local
government level, the share of cxpenditures is
roughly one-third each for cities and school districts,
with counties making up most of the remaining out-
lays. State revenues have come in above the expecta-
tions of state budget planners for the past few years,
and year-end balances have grown to more than
5 percent of expenditures. For some local govern-
ments, general fund data are not available. However,
even though the data sources are varied, the story is
clear: Many local governments still appear to be
struggling to improve their budgetary positions.

Stutes

The fiscal position of most states has continued to
improve. According to a recent survey by the

2. Indicators of the fiscal position of states

National Conference of State Legislatures (NCSL),
general fund balances have risen from less than | per-
cent of states’ expenditures in fiscal 1992 to an
estimated 5.1 percent in fiscal 1995 (chart 2). Indeed,
the recent improvement compares favorably with the
period from 1984 to 1990 when general fund bal-
ances averaged 4 percent of expenditures. Even so,
while the improvement is nationwide, weakness is
still apparent in a number of states.

In fiscal 1995, which ended last June for most state
governments, tax collections were stronger than
expected; as a result, budgets improved despite con-
siderable growth in outlays and small legislated tax
reductions. However, budget officers are expecting
their fiscal stance to weaken a little in fiscal 1996
because they are expecting revenue growth to slow.
According to a midyear survey of the 1996 fiscal
situation by NCSL, forty states estimated that reve-
nues would come in at or above target for the current
fiscal year. But ten states were expecting revenues to
be below projections, compared with just two states
last year. Several of these states indicated that the
weakness was due to smaller-than-expected sales and
excise taxcs, whereas a few states blamed weaker
personal income tax collections. The states reporting
problems were ldaho, Hawaii, Maine, Maryland,
Nebraska, New Mexico, Rhode Island, South Dakota,
Vermont, and Wyoming. On the spending side, most
states indicated that expenditures were expected to
end up close to planned levels, and fewer states than
last year are expecting overruns.

The strengthening in fiscal positions since the early
1990s reflects several factors. Among these factors
were tax hikes and spending restraint early in the
decade and a slowing of the growth in outlays for
Medicaid from the enormous advances seen carly in
the 1990s. Even so, Medicaid payments increased
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nearly [0 percent in cach of the past two years, and
they are expected to rise at about the same rate in
fiscal 1996,

With the improvements in budget positions, many
states have cut taxes in recent years. In 1995, many
states cut the personal income tax, and some acted to
reduce local property taxes. However, according to
the Center for the Study of the States, “Few of the
reductions were large cnough to make a big differ-
cnce in the income ol laxpayers or the fiscal situation
of the states.”? States tend o raise taxes during or
immediately afier a recession to make up for short-
falls and then to hold the line or even cut taxes
several years later when receipls are strong, The
small tax reductions in fiscal 1995, like those in 1985,
followed that general cyclical pattern (chart 2).

Local Governmentys

Although no comprehensive data sources on the cur-
rent fiscal position of local governments are avail-
able, information from various sources indicates that
the budgets of local governments as a group have not
fared as well as those of states. According to the
Census ot Governments, which is available only
through 1992, local governments experienced consid-
crably more fiscal distress than states between the
mid-1980s and 1992, Although local governments
cecorded deficits beginning in 1986, state govern-
ments were not in deficit until 1991, In addition, local

govermnent delicits were larger as a percentage of

their expenditures than were state government defi-
cits. Other data sources also substantiate the continu-
ation of fiscal difficultics at the local government
level.

Clities

According o survey data [rom the National League
of Cities, the fiscal condition of cities improved con-
siderably in 1993 and 1994, In fiscal 1995, however,
more¢ than half of farge citics reporting were expect-
ing to run deficits in their general fund accounts
(chart 3). If, after final data are available, these defi-
cits are substantiated, the percentage of citics with
deficits in 1995 will be the largest since at least 1985.
Fiscal 1994 tarned out (o be a better year than had
been projected primarily because cities succeeded in
holding down the growth of expenditures. ven so, in
1994, nearly 30 percent ol cities were reporting defi-

3. Steven DL Gold, 1995 "Tax Cuts: Widespread But Not Revolu-
tonary,” State Fiscal Brief (December 1995), p. 1.

The State and Local Government Sector 308

cits. A more recent opinion survey indicates that in
fiscal 1995 economic and fiscal conditions continued
to improve; as a result, the budgetary position of
many citics may turn out o have been better than
expected carlier. The Tactors having the most nega-
tive effects on the fiscal position of cities included
infrastructure needs and spending, unfunded federal
and state mandates, city employee health benetits,
and crime.

Counlties

The National Association of Counties has been sur-
veying counties for only a lew years. ln general, the
survey reporls suggest continuing fiscal weakness.
According to the 1995 report, when counties were
asked to describe their fiscal condition, less than
5 percent of respondents said that revenues were
expanding and that they were able to undertake new
programs. In contrast, more than 60 percent cither

3. Indicators of the liscal position of Jocal povernments,
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were having difficulty maintaining services or were
reducing discretionary programs, and 4 percent char-
acterized thetr fiscal position as in crisis.

School Districts

Data from the National Education Association sug-
gest that the fiscal condition of school districts
appears no better than that of cities and countics.
Public school districts, whose data include capital
accounts, ran a surplus through the school year end-
ing in 1989 and have been in deficit ever since
(chart 3). The deficils reflect imbalances in operating
accounts as well as a step-up in school construction
carly in the 1990s.

In summary, a number of local governments have
continued (o experience budgetary problems. The
weakness probably is due partly to reductions in aid
by state governments, especially in the carly 1990,
as states tricd 1o deal with their own fiscal distress.
For example, the growth of state aid for public educa-
tion slowed sharply beginning in 1991 (chart 4).
However, after years of cutting aid to local govern-
ments, about half the states are planning to help local
governments during fiscal 1996, particularly through
increased school aid.

CONTINUING PRESSURES
Although the current situation looks more favorable

for many governmeats, difticult problems may be
looming on the horizon. Problems could arise from

4. State aid for public education (K- 12) measured by the
percentage change from year to year, [986 95
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tisticy, Aptil 1995

political and cconomic events, such as reductions in
federal aid or an economic downturn, as well as from
the fundamental underlying changes in demand that
have been stretching governments for the past dec-
ade. Three particular areas of concern—-corrections,
health, and education—retlect both demographic and
social trends. In addition, with a considerable share
ol state and local pension plans underfunded, meet-
ing payments for future retirees could add signifi-
cantly to fiscal pressure. Finally, i legislation to
reduce the tederal budget deficit is cnacted, it will
likely entail reductions in aid to state and local
governments.

Corrections

Though still a relatively small portion of total spend-
ing, corrections has been one of the fastest-growing
programs of state and local governments in recent
years. Spurred by rising crime rates and a growing
awarencss of and concern about safety, legislators
have been cager to get tough on criminals. As a
result, governments have been quick to adopt mea-
sures that set mandatory minunum sentences and to
try juveniles as adults. Between 1993 and the end of
1995, twenty-four states had passed “three strikes
and you're out” type of laws, which require manda-
tory sentences for habitual oftenders.

Not surprisingly, the costs of the criminal justice
system appear to be rising. In fiscal 1995, appropria-
tions for corrections rose at least 10 percent in four-
teen states. Funds were spent on hiring additional
prosecutors and policemen, adding beds to existing
facilitics, and building new jails and prisons. The
“three strikes” laws could prove particularly costly
as they raise the need for prison capacity. Several
states have estimated significant increases in state
expenditures to build more prisons in the years ahead.
In addition, some states anticipate additional court
costs. For example, the California Judicial Council
anticipates a rising number of felony jury trials.?
Defendants may be more willing to accept the risk of
a trial and less willing 1o take a plea bargain that
would result in a lengthy jail term.

The number of prison inmates rose dramatically
between 1980 and 1995, with the number of state
prisoners tripling to ubout | million in 1995
(chart 5).5 By comparison, the state prison population

4. Donna Lyons, ‘Three Strikes’ Legislation Update, National Con-
ference of State Legislatures (December 1995).

5. In 1994, state tacilities held 62 pereent of incarcerated individu-
als, and jails under the jurisdictions of local governments held 33 per-
cent;, tederal prisons held the remaining 6 pereent,



was cssentially flat from 1930 to 1970 and rose only
a little during the 1970s. The recent wave of anti-
crime legislation, including the “three strikes™ laws,
appears o be bolstering prison populations further. In
1995, the number of prisoners under the jurisdiction
of state authoritics jumped 9.1 percent, compared
with a gain of 7.2 percent, on average, during the
preceding f{ive years.

5. Demand for state and local services, 1977-95
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The recent increases in prison populations reflect
both more arrests and an increased  likelihood of
incarceration after arrest. These trends are associated
with the increasc in anti-crime measures and the rise
of illegal drug usc; notably, the percentage of prison-
crs serving sentences for drug-related charges rose
from 6 percent to 22 percent during the past fifteen
years. However, the good news is that the rate of
violent crime came down a little in 1993 and 1994
and that the rate for property crime has fallen 9 per-
cent since its high in 1991, These developments
likely are improving the perception of public safety.

Medicaid

Medicaid provides specific medical services to most
recipicnts of federal cash assistance programs (Aid to
Families with Dependent Children and Supplemental
Security Income) and to others meeting a separate
test of financial need. States administer the program
and, with the federal government, fund it. The pro-
grams vary considerably because states may choose
to ofter optional services that are not mandated and
because their policies on reimbursement and adminis-
tration differ. The federal match 1s a function of the
per capita income of the particular state, and the
federal government’s share ranges from 50 percent to
78 percent.

Between 1988 and 1993, total transfer paymients
for Medicaid rose from 10 percent 10 more than
16 percent of state and local government expendi-
tures.® The increase reflected various factors includ-
ing the recession, rising health care costs, a surge
in the use of provider taxes, and the shift ol many
beneticiaries from state genceral assistance prograns
Lo Medicaid.” The number of recipients also rose
because tederal mandates were expanded to require
states to cover individuals at higher levels of income
and to include previously optional services. In par-
ticular, coverage ol pregnant women and children
was significantly expanded primarily by raising the
income limit below which familics qualificd and by
extending the age limit for ¢ligible children.

6. State and local transter payments for Medicaid include the
federal matching grant along with state and local government
payments.,

7. Early in the decade, many states accepted donations rom or
imposed taxes on health care providers, such as hospitals, in schemes
to help bolster lederal matching cequirements for Medicaid. The term
“provider taxes” includes these taxes, fees, and contributions. In
recent years, the use of provider taxes has been muted by federal
regulations.
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In recent years, the pressure on state budgets {rom
Medicaid expenditures has waned as the economy
has strengthened and the rise in health care costs has
slowed, Moreover, most of the newly cligible indi-
viduals have now been added to the rolls. Notably,
the growth of Medicaid recipients has slowed from a
high of 12 percent in 1991 to just 3 percent in 1995
(chart 5). Correspondingly, the share of Medicaid
spending has stabilized since 1993 as advances in
state and local government expenditures on Medicaid
have come down from the necarty 30 percent increase
in 1991. Nevertheless, at a range of 8-9 percent,
growth in Medicaid spending has remained high in
recent years and is expected to exceed increases in
most other state and local progranmis in the near term
(chart 0).

Lducation

After a major push to upgrade public school systems
in the 1970s and 1980s, many state and local govern-
ments reduced their efforts in the 1990s. Although
state spending on education increased during the first
half of the 1990s, states assigned higher prioritics to
other programs, particularly corrections and Medi-
caid, and the pace of growth of education spending
lagged. As a result, state spending on cducation fell
as a share of general fund spending from just under
50 percent in 1989 to less than 42 percent in 1995,
even as public school enrollment steadily increased
(chart 5).

The increase in public education programs during
the 1970s and 1980s added noticeably to costs. As a

6. Comparison of nominal government expenditures
by program, [988-95
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result of the Education of the Handicapped Act
passed in 1975, proportionately more handicapped
children were educated in the public school system.
In addition, programs for gifted, learning-disabled,
and bilingual children were expanded, all adding
significantly to costs. Besides the increase in pro-
grams, some states adopted quality standards tor their
education systems, and these measures also helped (o
speed up growth in operational outlays.

Because of the reordering of priorities, in fiscal
1991 growth in actual K—12 spending—at less than
half the pace of the previous year—fell far short of
planned increases in appropriations, as states made
midyear adjustments to spending plans with the goal
of balancing their budgets. Again in 1994, growth in
actual spending fell short of appropriations. On bal-
ance, states reduced the growth in aid to local public
schools in the 1990s (chart 4). Higher education took
an cven bigger hit: Growth in appropriations fell in
1991 and 1992, and the level of appropriations actu-
ally declined slightly in fiscal 1993,

With the improvement in state budgets in recent
years, some ciforts are being made to make up for
cuts carlier in the decade. For fiscal 1995, growth in
actual spending rose about 8 percent for K12 educa-
tion, but based on appropriations, growth in outlays
for education is likely to slow again in fiscal 1996.
Growth in spending for higher education rose some-
what to nearly 4 percent in fiscal 1995 and is
expected to remain at that pace in 1996. In addition,
some states are working on plans to aid local govern-
ments in 1996, Nonetheless, the demographics are
such that state and local governments will be facing a
rising demand for public education. Annual increases
in K-12 enrollment in public schools are expected to
hover in the 2 percent range through 1997 and then
to rise more gradually over the next decade. Public
clementary school enrollment is expected to peak in
2002, whereas enrollment in high schools is forecast
to advance for several more years. As a result, gov-
ernments may be forced to increase speading on
education in the years ahecad, even if they are not
expanding programs.

Pensions

Another arca of concern affecting  state  and
local budgets is pensions. Many are considerably
underfunded, and meeting pension obligations will
add to fiscal pressure in the yecars ahcad for many
governments.

State and local public employee retirement systems
(PERS), along with other social insurance systems,



are included in the NIPA. [nllows to the insurance
funds include contributions by cmiployers and person-
nel as well as interest carnings. Offsetting these reve-
nues are transfer payments to retirees and administra-
tive expenses. Surpluses of state and local social
insurance funds are a source of saving that is avail-
able cacli year to the rest of the economy through the
credit and equity markets. Through the 1970s and
1980s the surpluses grew steadily on a NIPA basis;
alter peaking at $08 billion in 1992, the surplus fell to
$58 billion in 1995.

For the state and local scctor as a whole, the
retirement systens constitute approximately 90 per-
cent of all the social insurance funds, which in some
states also include workers” compensation and temy

porary disability insurance. Roughly 90 percent of

the pension assets of all state and local government
workers are held by about 10 peccent of the approxi-
mately 6,000 pension funds in the sector. About
90 percent of state and local government employcees
arc covered by delined benefit pension plans, and
9 pereent of workers are covered by defined contribu-
tion plans.® PERS alone control more than $1 trillion
in assets nearly 30 percent of all pension asselts.
Assets of PERS arce invested mainly in US. gov-
ernment securities and in corporate stocks and bonds.
State and local governments administer the retire-
ment systems, and state and local laws govern the

provision ol retirement benefits and the protection of

the plans™ assets. In some cases the pension fund is
the sole guarantor, and in others the employers, that
is, the governments themselves, stand behind the
systems. The Public Pension Coordinating Council
(PPCC) provides information and helps coordinate
activitics ol the pension administrators.”  Unlike
private pension plans, however, PERS are not subject
Lo the provisions of the Employee Retirement Income
Security Act ol 1974 (HRISA). ERISA provides stan-
dards for participation, vesting, lunding, fiduciary
dutics, disclosure, and reporting and  prescribes
mechanisms to enforce these standards.

A important distinction exists between the cor-
pus, or assets, of state and local pension trusts and the
government’s contributions. Although state and local
governments have rarely borrowed {rom the corpus,
they have, at times, altered their pension fund contri-
butions in respouse to budgetary  distress. Annual
contributions depend on actuarial assumptions, one

8. State and local government employees have the option of partici-
pating i social secunity, but given the broad availability of the public
crployees retirement systems, most have chosen not 1o do so.

9. PPCC is conducting a suivey to detennme the proportion of
those systems backed by the governments themselves,
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ol which is the expected rate of return on pension
fund investments. o the carly 1990s, many states
adopted uarealistically high rates of return, which
allowed them to reduce their own contributions,
therchby {reeing up funds for general government
purposes. Meanwhile, some states took other steps (o
help bolster the general fund. For example, California
postponed normal employer contributions lor fiscal
1994 until fiscal 1995, and Maine made the decision
o spread the unfunded pension liability over more
years., As a result, povernment coutributions actually
fell in real terms in the late 1980s and carly 19905,
According to the Government Accounting Office, in
1991 only 80 percent ol actuarially required annual
coutributions were being made.

Based on definitions applied by state and local
governments, in the carly 1990s total assets of PERS
covered more than 80 pereent ol total liabilitics,
which are calculated to include current liabilities plus
liabilitics based on assumed future salary and service
increases up to retirement.’! Governments expect o
exist indefinitely and therelore include the stream of
future benefits in this calcufation. The ratio ol assets
to habilitics is referred to as the actuarial acerued
liability funding ratio. By comparison, lor private
sector pension plans, the Tunding ratio omits liabili-
ties accruing from luture services,

The view ol the PPCC 1s that PERS are fairly well
funded and that plan participants are also protected
by the laws of state and local governments.!! In 1975,
the funding level was just 51 percent. Then, spurred
partly by concern about the prospect ol being
included under the terms of ERISA, state and local
governments worked to increase the level of funding
in the pension funds up to the 82 pereent level in
fiscal 1992. However, the funding status of public
pension plans varies widely, and many plans are
significantly underfunded, with funding ratios of less
than 75 percent. In addition, the funding ratios may
vary according o the type of plan. For example,
proportionately more plans for police and firelighters
are poorly funded compared with plans for gencral
government cinployees (chart 7).

Data from the Bureau ol Lconomic Analysis indi-
cate that net inllows to state and local pension funds,
in the aggregate, deteriorated between the late 1980s
and 1995, The accumutated  surpluses of  these

10, Current liabtities are accrued benelits carned to date by work
ers and retirees based on years ol service and salaries.

11 Some analysts argue that one can compare the pension funding,
ralio 1o o home mortgage; that is, if 80 percent of a home mortgage is
paid oft, with twenty 1o twenty five years felt on the mortgage, the
mortpage holder is in pood shape
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accounts fund future pension liabilities, and the
adequacy of these surpluses must be judged in rela-
tion to the growth of liabilities. Although a good
measure of liabilities is not available, total wages and
salaries is used as a very rough indicatot. The surplus
of the social insurance funds measured in relation to
state and local employee wages and salaries rose
steadily through the 1970s and leveled off in the
1980s.'2 However, in recent years, the surplus has
come down relative to payrolls (chart 8). Much of
this decline can be explained by the weakness in real
government contributions as previously noted; per-
sonal contributions by government workers trended
up until 1994 and then flattencd. Meanwhile, the
growth in real benefits to annuitants appears to have
accelerated. In addition, the ratio of active state and
local workers (o retirees is declining.

2. The charts show social insurance funds instead of retirement
funds because the data are more readily available.

7. Distribution of state and focal pension plans
by funding ratio, fiscal ycar 1992
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Clearly, problems exist for many state and local
retirement systems, and some governments will find
pension fund requirements a source of financial strain
in the yecurs ahead. However, although data are not
yet available, the stock market boom of 1995 appears
to have raised the assets of pension funds consider-
ably and probably helped improve funding ratios for
many state and local pension plans.

SUMMARY

Some states have only recently pulled out of the
period of fiscal distress that characterized much of
the early 1990s, and many citics, counties, and school
districts are still wrestling to balance their budgets. In
addition, tax burdens have remained at roughly the
same high levels that have prevailed for the past
twenty-five years (chart 9), and some citizens appear
to be calling for lower taxes and less government.
Therefore, many governments may not be in a finan-
cial or political position to make up possible federal
cutbacks in aid.

On balance, despite the recent rosy picture, the
sector’s tuture fiscal health is far from certain. As
described, many governments are coping with under-
lying structural changes, particularly growing popu-
lations of prisoners, school-age children, and low-

8. State and local social insurance funds, 1973-95
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income individuals in necd of health care. In addi-
tion, some governments will need to add to pension
funds in the years ahcad to bring them to full funding,
Many governments may not be prepared if the
cconomy weakens or if federal aid is cut. Reductions
in lederal grants have been under consideration for

9. State and local tax revenuce as a percentage of nominal
GDP, 1959-05
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some time, and the current impasse in Washington is
creating uncertainty for state and local budget plan-
ners. Many state and local officials are concerned;
however, most have still not developed specitic cop-
ing strategics, and most state legislatures have not
taken any formal action. Rather, planning has cen-
tered on fiscal analysis, data collection, and issue
monitoring. Some governmnents have  established
interagency review committees, but quite a few have
adopted a wait-and-sce approach. In addition, some
private groups, such as charitable organizations and
business groups, have developed proposals.

Another important factor contributing to the uncer-
tain luture for the state and local sector is the direc-
tion ol aggregate economic activity. Most lorecasters
are calling for continued growth in 1996 and 1997,
perhaps at a somewhat slower pace than in the previ-
ous two years. Generally, state and local planners
incorporate those forecasts into their own revenue
projections. As always, uncxpected weakness in eco-
nomic growth could upset state and local fiscal posi-
tions. Given the uncertaintics on the receipt side and
continuing demand pressures, state and tocal povern-
ments may have to work hard to maintain program
goals and keep their budgets in balance. [



Industrial Production and Capacity Utilization
for February 1996

Released for publication March 15 ment and in related durable goods materials; the
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Previous estimate ... ...

Manutacturing ... 814 0.0 85.2
Advanced processing ... . 807 714 83.5
Primary processing ... .. ... 82.6 66.8 89.0

Mining ... L 87.4 80.6 86.5

Utilities oo oo 86.9 76.2 92.6

Industriat production, mdex, t987: 100

Percentage change

1996
1995 1996! Feb. 1995
to
Vieh,v Nov.! Deg.! Jan.’ Lebv teb. 1996
123.7 3 A 4 t.2 1.6
2 2 6O
1200 4 A -5 .4 1.5
s 9 K{ -1.3 1.2 2
163.8 2 9 1.6 1.9 0.2
110.5 K 1.0 2.2 23 9
1203 3 £ -3 1.0 1.8
126, 1 1 ? Ri 1.4 1.7
1372 ¢} 4 2 1.9 3.9
F13.8 -5 2 O 8 9
08.8 N -0 A 1.5 2.0
1218 3.1 -0 [} 1.2 2.7
T P . Mimo
Capacily utilization, pereent Capacity,
llL‘I
1995 1996 contage
change,
ieh, 1995
e ' ot AL iehp to
lich, \ Nov. \ Dee, Jan. Lieh. ¥ lieh. 1996
84,7 82.9 82.7 82.1 82.9 RE
82.8 827 81.9
84.2 81.9 81.8 81.2 82.1 4.3
82.0 80.3 80.1 79.0 80.6 4.9
89.3 85.9 85,7 84.9 85.7 2.8
90.0 87.7 87.2 80.8 88.1 A
8.2 92.5 91.9 90.7 89.6 11

Note, Data scasonally adjusted or caleulated from seasonally adjusted
monthly data.
1. Change from preceding month.

declined, on balance, over the past two months. At
123.7 percent of its 1987 average, industrial produc-
tion in February was up 1.6 percent Irom February
1995. Capacity utilization rose (.8 percentage point
in February, to 82.9 percent.

When analyzed by market group, the data show
that the production of consumer goods rebounded
1.2 percent after having dropped a similar amount in
January, The output of durable consumer goods rose
3.7 percent but remained below its Decemiber level,
as the pickup in production of goods for the home,
such as appliances, did not fully reverse its drop in
January. The production of motor vehicles was about
I percent higher than in December. The output of
nondurable consumer goods rose 0.6 percent, to a
level a bit higher than in December. ‘The production
of consumer chemicals and food cxceeded their
December levels, The output of business cquipment
rose sharply in both January and February, reflecting,
in part, the increase in aircratt production. The out-
put ol information processing cquipment remained
strong, and the production of industrial equipment,

2. Contans components in addition to those shown.
1 Revised,
p Preliminary.

which had been sluggish since fast summer, picked
up.

The output of construction supplies increased more
than 2 percent, returning to the high fevel at the end
of last year. The production of materials rose sharply,
more than reversing the loss in January. The output of
durable matertals rose 1.5 percent after having posted
a small gain in January. February’s gain in the
production of durable materials mainly reflected
increases in parts and components for equipment,
particularly those used in information processing
equipment and in aircraft; the output of basic metals
also rose sharply. The production of nondurable
materials rose 0.9 percent but remained 0.7 percent
below its level in Decerber, The output of energy
materials was about unchanged.

When analyzed by industry group, the data show
that manufacturing output rosc 1.4 percent in Feb-
ruary and was more than | percent higher than in
December. The strength since the end of last year has
been primarily concentrated in durables; in addition
to the cebound in the production of aircraft and parts,
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noticeable growth occurred in primary metals, indus-
trial machinery and equipment, electrical machinery,
instruments, and stone, clay, and glass products. The
level of output of nondurables was just slightly higher
than in December; the food and petroleum industries
showed the most notable improvements, while the
output of apparel fell. The output of mining rose
1.5 percent, with a rebound in coal mining account-
ing for nearly half of the gain. The output at utilities
fell 1.2 percent, its third successive monthly decline.

Capacity utilization in manufacturing rose 0.9 per-
centage point, to 82.1 percent, the same as it was

in October. Utilization in the advaaced-processing
industries rose 1.0 percentage point, to 80.6 per-
cent, its highest level since last September. Among
the primary-processing industrics, utilization rose
0.8 percentage point, to 85.7 percent, the same as
it was in December, The rate of factory utilization
increased for all major manufacturing industries
except chemicals. The operating rate in mining
advanced 1.3 percentage points, to 88.1 percent,
while the rate at utilities declined .1 percentage
points, to 89.6 percent. (]



Statements to the Congress

Statement by Alan Greenspan, Chairman, Board of

Governors of the Federal Reserve System, before the
Subcommittee on Domestic and International Mone-
tary Policy, Committee on Bunking and Financial
Services, US. House of Representatives, I'ebruary 20),
1996

[ appreciate the opportunity to appear before this
commitice to present the Federal Reserve’s semi-
annual report on monetary policy.!

The U.S. cconomy performed reasonably well in
1995, One and three-quarter million new jobs were
added o payrolls over the year, and the unemploy-
ment ratc was at the lowest sustained level in five
years. Despite the retatively high level of resource
utilization, inflation remained well contained, with
the consumer price index (CPI) rising less than 3 per-
cenml—the fitth year running at 3 percent or below. A
reduction in inflation expectations, together with
anticipation of significant progress toward eliminat-
ing federal budget deficits, was reflected in financial
markets, where long-term interest rates  dropped
sharply and stock prices rose dramatically over the
year.

This outcome was influenced, in part, by monctary
policy actions taken by the Federal Reserve in recent
years. Responding to evidence that inflationary pres-
sures were building, we progressively raised short-
term interest rates over 1994 and carly 1995, Rates
had been purposely held at quite fow, stimulative
levels in 1993, We moved in 1994 (o levels more
consistent with sustainable growth, Our intent was to
be preemptive- -1o head off an incipicnt increase in
inflationary pressures and to forestall the emergence
ol imbalances that so often in the past have under-
mincd cconomic expansions.

As we entered the spring ol 1995, it became
increasingly cvident that our policy was likely to
succeed. Although various price indexes were rising
a bit more rapidly, there were indications that pres-
sures would not continue to intensify and might even
reverse 1o a degree. Moderating overall demand
growth left businesses with excess inventories. In
response, firms initiated production cutbacks (o pre-

1. See “Monctary Policy Report to the Congress,” in this issuc,

vent serious inventory imbalances, and the growth
ol cconomic activity slowed substantially. With infla-
tion pressures apparently receding, the previous
degree of restraint in monetary policy was no longer
deemed necessary, and the Federal Open Market
Comuittee (FOMC) consequently  implemented a
small reduction in reserve market pressures last July.

During the summer and carly fall, aggregate
demand growth strengthened. As a result, business
stocks of raw materials and finished goods appeared
somewhat better aligned with sales. In sum, the ccon-
omy, as hoped, appeared to have moved onto a trajec-
tory that could be maintained--- one less steep than in
1994, when the rate of growth was clearly unsustain-
able, but one that nevectheless would imply contin-
ued significant growth in employment and incoes.

Importantly, the performance of the cconomy
scemed to be consistent with maintaining low infla-
tion. Despite the step-up in growth and the relatively
high levels of resource utilization, measured inflation
abated a little, and many of the signs that had been
pointing toward greater price pressures gradually dis-
appeared. Expectations ol both near- and longer-term
inflation fell substantially over the second half of the
year, as gauged by survey results as well as by the
downward movements in longer-lerm interest rates.
The fall in bond rates was also encouraged by
improving prospects for significant progress in reduc-
ing the federal budget deficit. The declines in actual
and expected inflation meant that maintaining the
existing nominal federal funds rate would raise real
short-term interest rates, implying a slight effective
firming in the stance of monctary policy. Such a shilt
would have been particularly inappropriate because
cconomic growth near the end of the year seemed o
be slowing, and some FOMC members were con-
cerned about the risks of prolonged sluggishness.
Consequently, the Committee decided in December
that a further reduction in the funds rate was
warranted,

Information becoming available in late December
and January raised additional questions about the
prospective pace of expansion. The situation was
difficult to judge, partly because cconomic statistics
were more sparse than usual, mainly because of the
government shutdowns. In addition, harsh weather in
January disrupted both data flows and patterns of
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econotitic activity. But several indicators—including
initial claims for unemployment insurance, purchas-
ing managers’ surveys, and consumer confidence
measurcs—appeared to signal some softening in the
cconomy. Consonant with this pattern, some Reserve
Bank presidents reported that they scemed to be
detecting ancedotal indications of weakness in the
expansion  within their Districts with  somewhat
greater [requency than previously. Moreover, growth
in several ol our major trading partoers seemed to be
lagging, which could tend to moderate demand for
exports.

A number of factors have prompted the recent
tendency toward renewed weakness, Some are clearly
quite transitory-—related, for example, to bad weather
or to the federal government shutdown. Others may
be somewhat more significant but still temporary.
The constraint on government spending while perma-
nent budget authorizations are being negotiated is
one. Another may be a temporary reduction in output
in some industries as businesses have further adjusted
inventories to disappointing sales. As [ noted last
July, the change in the pace of inventory investment
when the cconomy shilts gears can be substantial.
Inventory investment surged in 1994 and into the
carly months of 1995 but proceeded to tall markedly
throughout the rest of the year. This has placed sig-
nificant downward pressure on output, which should
lift as inventory adjustments subside. But lor the
moment, the pressures remain in the motor vehicle
industry and elsewhere.

Ultimately, of course, it is the path of final demand
after the temporary influences work themselves out
that determinges the trajectory of the economy. There
are some factors, such as high consumer debt levels,
that may be working to restrain spending. But as |
shall be detailing shortly, a number of fundamentals
point to an cconomy basically on track for sustained
growth, so any weakness is likely to be temporary.
Nonctheless, the Committee decided in late January
that the cvidence suggested sufticient risk of subpar
performance going forwird to warrant another slight
casing of the stance of monetary policy. Given the
subdued trends in costs and wages, the odds that such
a move would boost tnflation pressures scemed low.,

In assessing the likely course of the economy and
the appropriate stance of policy, one question is the
significance, if any, of the uge of the business expan-
sion. Some analysts, viewing recent weakness, have
observed that the expansion is approaching the start
of its sixth year and is now one of the longer peace-
time spans of growth in the past half century. Eco-
nomic expansions, however, do not necessarily die of
old age. Although the factors governing cach indi-

vidual business cycle are not always clear, expan-
sions usually end because serious imbalances eventu-
ally develop.

When aggregate demand cxceeds the economy’s
potential, for example, inflationary pressures pick up.
The incvitable increase in market interest rates, as
inflation expectations rise and price pressures inten-
sify, depresses final demand. Lagging demand, in
turn, sets off’ an inventory correction that frequently
triggers a downturn in the economy. As I noted, we
acted in 1994 to forestall such a process. Monetary
policy began to tighten in advance of the buildup
of inflationary pressures, and at least to date, these
pressures appear 10 have been held in check.

Capital expenditures by houscholds and firms can
also contribute significantly to the development of
cycle-ending imbalances. The levels of stocks of
such real assets have effects on output very similar to
those of business inventories. In typical cycles, capi-
tal expenditures tend to grow rapidly in the early
stages of recovery: Pent-up demands coming out of a
recession by consumers and businesses are satistied
by rapid growth of spending on capital asscts. There
is a limit, however, on, say, how many cars people
choose to own or how many square feet of floor
space retailers need to service customers. Spending
on such assets generally tends to grow more slowly
after the pent-up demand is met. As with business
inventories, the downshifting of spending on con-
sumer durable goods or business plant and cquipment
may not occur smoothly. The dynamics of expanding
output and rising profit expectations often creatc a
degrec of exuberance, which, as in much of human
nature, tends on occasion to excess—in this case, in
the tform of a temporary overaccumulation of assets.
The ensuing correction in demand for such assets
triggers production adjustments that can significantly
mute growth for a time or even cause a downturn if
the imbalances are large enough.

The current extent of any asset overhang is ditticult
to determine. The growth of demand for durables and
some categories ol capital goods has evidently
slowed, but the available evidence does not suggest a
degrec of saturation in capital assets that would tip
the cconomy into a downturn.

Morcover, financial conditions are likely to be gen-
crally supportive of spending. The low level of long-
term interest rates should have an especially favor-
able effect. Low rates increase the affordability of
housing for consumers and foster investment in pro-
ductive plant and cquipment by businesses. The
decline in interest rates has also contributed to a
pronounced rise in stock prices. The spread of mutual
fund investments has meant that the gain in wealth as



financial asset prices have visen has been shared by
an ever-wider segment of houscholds, These develop-
ments should tend to counter, in part, the depressing
effects on spending of rising debt burdens. In addi-
tion, with the condition of most financial institutions
strong, lenders are likely (o remain wilting to extend
credit o firms and houscholds on favorable terms,
We have seen sotne move by lenders toward tighter
standards, but these actions are a modest correction
after a marked swing toward case and should not
constrain the availability of funds to creditworthy
borrowers.

Against this backdrop, Federal Reserve policymak-
ers expect that the most likely outcome (or 1996 as a
whole is further moderate growth. On the new chain-
weighted basis, the central tendency of the forecasts
of Board members und Reserve Bank presidents is
for real gross domestic product to expand 2 percent
to 2V percent on a fourth-quarter-to-fourth-quarter
basis, similar to the Administration’s outlook. With
output expanding roughly in line with standard csti-
mates of the increase in the productive capacity of the
ccononmy, the uncmployment rate is cxpected to
remain around recent levels, as is also forecast by the
Administration.

The Federal Open Market Conmmittee expects a
continuation of reasonably good inflation perfor-
mance in 1996, The success during 1995 in keeping
the increase in the consumer price index below 3 per-
cent in the fifth year of an expansion illustrates that
an extended period ol growth with low inflation is
possible. And most on the Conmnitlee anticipate con-
sumer price inflation at or somewhat below 3 pereent
in 1996. Although well-known biases in the CPI, as
well as the more lavorable price performance of
business equipment, which is not included in that
index, indicate that the true rate of inflation for the
whole cconomy would be significantly lower than
3 pereent, the Committee recognized that its expecta-
tions for inflation do not imply that price stability has
as yet been reached. Noncetheless, keeping inflation
(rom rising signiticuatly during econoniic expansions
will permit a gradual ratcheting down of inflation
over the course ol successive business cycles that
will eventually result in the achievement of price
stability.

To emphasize its continued conmiitment 1o price
stability, the Committee chose to reallirm the rela-
tively low ranges for money growth in 1996 that it
had selected on a provisional basis last July. "These
ranges are identical o those cmployed in 1995—
I percent to 5 percent for M2 and 2 percent (o
6 percent for M3, The Conunittee also reaftirmed the
3 pereent 10 7 percent tanpe for debt, Patterns of
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money growth and velocity have been erratic in
recent years, but should the monetary aggregates at
some point reestablish their previous trend relation-
ships with nominal income, average growth near the
center of these ranges should be consistent with the
eventual achievement ol price stability.

Determining whether further changes to the stance
ol monctary policy will be necessary in the months
ahcad 1o foster progress toward our goals will be a
continuing chatlenge. ln formulating monctary pol-
icy, while we have in mind a forecast of the most
likely outcome, we must also evaluate the conse-
quences ol other possible developments. Thus, it is
sometimes the case that we take out monctary policy
“Insurance” when we perceive an imbalance in the
net costs or benelits of coming out on one side or the
other ot the most probable scenario. For example, in
our most recent actions, we saw a decline in the
federal funds rate as not increasing inflationary risks
unacceptably, while addressing the downside risks to
the most likely lorecast. En ussessing the costs and
benelits ol adjustments to the stance of policy, mem-
bers of the Commiitice recognize that policy allects
the ceconomy and inflation with a lag and thus needs
to be formulated with a focus on the future. Over the
past year, we have kept firmly in mind our goals of
containing inflation in the near term and moving, over
time toward price stability, and they will continue to
guide us in the period ahead.

Structural Torces may be assisting us in this regacd.
[ncreases in producers’ costs and in output prices
proved to be a little tower last year than many had
anticipated. Although it is too soon to draw any
definitive conclusions, this expericnee provides some
tentative evidence that basic, ongoing changes in the
structure of the cconoty may be helping to hold
down price pressures. These changes stem {rom the
introduction of new technologics into a wide variety
ot production processes thiroughout the cconomy.
Successive generations of these new technologies are
being quickly embodied in the nation’s capital stock,
and older technologies are, at a somewhat sfower
pace, being phased out. As a consequence, the
nation’s capital stock is turning over at an increas-
ingly rapid pace, ot primarily because of physical
deterioration but reflecting technological and cco-
nomic obsolescence.

The more rapid advance of information and com-
munications technology and the associated accelera-
tion in the turnover of the capital stock are being
mirrored in a brisk restructuring of firms. In linc with
their adoption ol new organizational structures and
technologics, many cuterprises are finding that their
needs for vartous forms ol labor are evolving, just as
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quickly. In some cases, the job skills that were
adequate only five years ago are no longer as rele-
vant. Partly for that reason, most corporate restructur-
ings have involved a significant number of permanent
dismissals.

The phenomenon of restructuring can be especially
unfortunate for those workers directly caught up in
the process. Many dedicated, long-term workers in
all types of US. businesses—including  long-
established, stable, and profitable firms—have been
let go.

An important consequence of the layofts and dis-
missals associated with restructuring activity is a
significant and widely reported increase in the sense
of job insccurity. Concern about cmployment has
been manitested in unusually low levels of indicators
of labor unrest. Work stoppages, for example, were at
a fifty-ycar low last year. And contract negotiators for
tabor unions have sought to obtain greater job secu-
rity for their members through very long-term labor
contracts, including some with virtually unprec-
cdented lengths of five or six years.

Of particular relevance to the inflation outlook, the
sense of job insccurity is having a pronounced eftect
in damping labor costs. For example, the increase in
the employment cost index for compensation in the
private sector, which includes both wage and salary
payments and benclit costs, slowed further in 1995,
to 2% percent, despite labor market conditions that,
by historical standards, were fairly tight. With pro-
ductivity also expanding, the increase in unit labor
costs was even lower. In manufacturing, such costs
have actually been falling in recent years. While the
link between labor costs, which account for two-
thirds of consolidated business sector costs, and
prices is not rigid, these very limited increases in
labor cxpenses nonctheless constitute a significant
restraint on inflation.

In addition to its cffect on labor costs, the more
rapid pace of technological change is reducing busi-
ness costs through other channels. Initially most
important, the downsizing of products resulting (rom
semiconductor technologies, together  with  the
increasing proportion of national outpul accounted
for by high-tech products, has reduced costs of trans-
porting the average unit of gross domestic product.
Quite simply, small products can be moved more
quickly and at lower cost.

More recently, dramatic advances in telecommuni-
cations technologies have lowered the costs of pro-
duction for a variety of products by further slashing
the information component of those costs. Increas-
ingly, the physical distance between communications
cndpoints is becoming less relevant in determining

the difficulty and cost of transporting information.
Once fiber-optic and satellite technologies arc in
place, the added resource cost of another 200 miles or
2,000 miles is often quite trivial. As a consequence,
the movement of inputs and outputs across geo-
graphic distance is progressively becoming a smaller
component of overall business expenses, particularly
as intellectual—and therefore immaterial—products
become proportionately more important in the econ-
omy. This enables an average business firm to
broaden markets and sales far beyond its original
domicile. Accordingly, fixed costs are spread more
widely. For the world market as a whole, the special-
ization of labor is enhanced to the benefit of stan-
dards of living of all market pacticipants.

To be sure, advancing technology, with its pro-
found implications for the naturc of the economy, is
nothing new, and the pace of improvement has never
been even. But it is possible that we may be in the
midst of a guickening of the process. It is possible
that the rate at which earlier computer technologies
are being applied to new production processes is still
increasing. This would explain the recent decline in
the growth of unit costs. Nonctheless, we have to be
carcful in projecting a further acceleration in the
application of technology indefinitely into the future,
as would be required for technological change to
depress the rate of increase in unit business costs
even more, Similarly, suppressed wage cost growth
as a conscquence of job insecurity can be carried only
so far. At some point in the foture, the tradeofl of
subdued wage growth for job security has to come to
an end. While it is difficult to judge the time frame on
such adjustments, the risks to cost and price inflation
going forward are not entirely skewed to the down-
side, especially with the economy so recently operat-
ing at high levels of resource utilization.

In light of the quickened pace of technological
change, the question arises whether the U.S. economy
can expand more rapidly on an ongoing basis than the
2 percent to 2% percent range for measured GDP
forecasted for (996 by government agencies and
most private forecasters without adding to inflation-
ary pressures, which, in turn, would undermine
growth. The Federal Reserve would certainly wel-
come faster growth—provided that it is sustainable,

The particular rate of maximum sustainable growth
in an cconomy as complex and cver-changing as ours
is difficult to pin down. Fortunately, the Federal
Reserve does not need to have a firm judgment on
such an estimate, for persistent deviations of actual
growth from that of capacity potential will soon send
signals that a policy adjustment is nceded. Should the
nation’s true growth potential exceed actual growth,



for example, the disparity and lessened strain would

be signaled in shorter fead times on the delivery of

materials, declining overtime, aund ebbing inllationary
pressures. Conversely, actual growth in excess ol the
economy’s true potential would soon result in tight-
ened markets and other distortions that, as history
amply demonstrates, would propel the econonty into
recession, Conscequently, we must be cautious in
reaching conclusions that growth in productivity and
hence of potential output has as yet risen to mateh the
evident step-up in technological advance.

The hypothesis that advancing technology has
enhanced productivity growth would be more persua-
sive if national data on productivity increases showed
a distinct improvement. To a degree, the lack of any
marked pickup may be a shorlcoming of the statistics
rather than a refutation of the hypothesis. Faalty data
could be arising, in part, because business purchases
are increasingly concentrated in items  that are
expensed but which market prices suggest should be
capitalized. Growing disparities between book capital
and its valuation in cquity markets may, in part,
reflect widening cffects of this misclassification. If
this problem is indecd growing, we may be under-
estimating the growth of our GDP and productivity.

This classification problem compounds other diffi-
cultics with measuring output in the increasingly
important service scctor. The output of services---and
the productivity of labor in that scctor— is particu-
larly hard to measure. In pact, the statisticians have
simply thrown up their hands, gauging output in
some service industries just in terms of labor input.
By construction, such a procedure will miss improve-
ments in productivity caused by other inputs. In
manulacturing, where output is more tangible and
therefore casier to assess, measured productivity has
been rising briskly, sugpesting that technological
advances are indeed having some clfect.

Nonctheless, there is still a nagging inconsistency:
The cvidence of signilicant  restructurings  and
improvements in technology and real costs within
business establishments does not seem to be {ully
reflected in our national productivity measurcments,
It is possible that some ol the frenctic pace of busi-
ness restructuring is mere wheel spinning—changing
production inputs without increasing output— -rather
than real increases in productivity. One cause of the
wheel spinning, it that is what it is, may be that it
takes some time for firms to adapt in such a way that
major new technology is translated into increased
output.

In an intriguing parallel, clectric motors in the late
nincteenth century were well known as a technology
but were initially integrated into production systems
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that were designed for steam-driven power plants. It
was not until the gradual conversion of previously
vertical factories into horizontal lacilitics, mainly in
the 1920s, that firms were able to take full advantage
of the synergies implicit in the electric dynamo, thus
achieving dramatic productivity increases. Analo-
gously, existing production systems today to somce
degree cannot be casily integrated with new inlorma-
tion and communication technologies. Some existing
cquipment is not capable of control by computer, for
example. Thus, it may be that the full advantage of
even the current generation of information and com-
munication equipmient will be exploited over a spuan
of quite a few years and only afler a considerably
updated stock ol physical capital has been put in
place.

While the Pederal Reserve does not need to estab-
lish targets - -and definitely not limits- - for long-term
growth, it is helptul in coming o shorter-run policy
insights to have some judgments about the growth in
potential GDP in the past and what it is likely to be in
the future. Judgments of potential, quite naturally, are
based on experience. Through the four quarters of
1994, for cxample, real GDP, pressed by strong
demand, rose 3 pereent. If that were the true rate of
increase in the ceconomy’s long-run potential, then we
would have expected 1o change i rates ol resource
utilization. Instead, industrial capacity utilization rose
nearly 3 pereentage points, and the unemployment
rate dropped | percentage point. Morcover, we began
to see signs ol strains on facilities; deliverics of
materials stlowed appreciably, and factory overtime
rose sharply. These signs of developing pressures on
capacity suggest that the growth rate in ¢conomic
potential in 1994 was below 3% percent. In gencral,
as we get close 1o presumed potential, we are required
to step up our surveillance for inflationary pressures.

Listimates of potential growth necessarily recog-
nize that expansion in the cconomy over time comes
essentially from three factors— growth in population,
increases in labor force participation, and gains in
average labor productivity. Of these factors, the first
two arc determined basically by demographic and
social factors and scem unlikely to change dramati-
cally over the next few years. Thus, the source ol any
significant pickup of output growth would need to be
a more rapid pace of productivity growth. Iere, the
uncerlainty of the pace of conversion ol rapid techno-
logical advance into productivity gains is crucial to
the determination.

To be fully cffective in achiceving potential produc-
tivity immprovements, technological innovations also
require a considerable amount of human investiient
on the part of workers who have to deal with these
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devices on a day-to-day basis. On this score, we still
may not have progressed very far. Many workers still
possess only rudimentary skills in manipulating
advanced information technology. In these circum-
stances, firms and employees alike need to recognize
that obtaining the potential rewards of the new tech-
nologies in the years ahead will require a renewed
commitment to effective education and training, espe-
cially on-the-job training. This is especially the case
if we are to prevent the disruptions to lives and the
nation’s capacity to produce that arise {rom mis-
matches between jobs and workers. We need to
improve the preparation for the job market our
schools do, but even better schools are unlikely to be
able to provide adequate skills to support a lifetime of
work. Indeed, the need to ensure that our labor force
has the ongoing education and training necessary to
compete in an increasingly sophisticated world econ-
omy is a critical task for the years ahead.

Our nation faces many important and difficult chal-
lenges in economic policy. Nonetheless, we have
made significant and fundamental gains in macro-
cconomic performance in recent years that enhance
the prospects for maximum sustainable cconomic
growth. Inflation, as measured by the consumer price
index, has been gradually reduced from a peak of
more than 13 percent in 1979 (o 22 percent last year.
Lower rates of inflation have brought a variety of
benefits to the economy, including lower long-term

interest rates, a sense of greater economic stability, an
improved environment for houschold and business
planning, and more robust investment in capital
expenditures. The years ahead should see further
progress against intlation and the eventual achieve-
ment of price stability.

We have also made considerable progress on the
fiscal front. Over the past ten years and especially
since 1993, our clected political leaders, through
sometimes prolonged and even painful negotiations,
have been successful in reaching several agreements
that have significantly narrowed the budget deficit.
But more remains to be done. As I have emphasized
many times, lower budget deficits are the surest and
most direct way to increase national saving. Higher
national saving would help to reduce real interest
rates further, promoting more rapid accumulation of
productive capital embodying recent technological
advances. Agreement is widely shared that attaining
a higher national saving rate quite soon is crucial,
particularly in view of the anticipated shift in the
nation’s demographics in the first few decades of the
next century.

Lower inflation and reduced budget deficits will by
no means solve all ot the economic problems we
face. But the achievement of price stability and fed-
eral budgel balance or surplus will provide the best
possible macroeconomic climate in which the nation
can address other economic challenges.

Chairman Greenspan presented identical testimony before the
Committee on Banking, Housing, and Urban Affuirs, U.S. Senate, February 21, 1996.

Statement by Theodore E. Allison, Assistant to the
Board, Board of Governors of the F'ederal Reserve
System, before the Subcommittee on General Over-
sight and Investigations of the Committee on Banking
and Financial Services, US. House of Representa-
tives, February 27, 1996

Thank you for providing the Federal Reserve Board
an opportunity to present information on the security
of U.S. currency. [ am Theodore E. Allison, Assistant
to the Board with responsibility for the sccurity of
Federal Reserve notes.

In my statement today, I will provide evidence that
the currency of the United States is safe-—that is,
relatively free from counterfeits—both domestically
aud internationally. To do so, 1 will show that the
Federal Reserve receives from circulation a suffictent
quantity of currency notes to always have an up-to-
date and reasonably accurate view ol the notes in

circulation, [ will outline the equipment and proce-
dures used to verity the genuineness of the notes
processed by the Federal Reserve Banks, We are
confident that these procedures permit thorough iden-
tification of counterfeits and thus prevent the reissu-
ing of counterfeits. Finally, I will report the level of
counterfeit notes that we detect, which is very low.

I recommend for the subcommittee’s further con-
sideration an important statcment on this subject pre-
sented by the Honorable Edward W. Kelley, Jr.,
Member of the Board of Governors, to the House
Banking Committee on July (3, 1994, setting torth
the Federal Reserve’s support for design improve-
ments in the currency notes.! That statement
describes, among other things, the enormous con-

I. ‘The attachment to this statement is available from Publications
Services, Mail Stop 127, Board of Governors of the Federal Reserve
System, Washington DC 20551,



fidence and esteem with which our currency  is

regarded throughout the world and the importance of

maintaining that confidence and esteem. I would sug-
gest that a copy of Governor Kelley’s statement be
included along with mine in the record.

Despite the relatively low level of counterfeiting of

Federal Reserve notes at this time, counterfeiting is a
serious crime. I it were to take place in much higher
volumes, it might undermine confidence in the genu-
in¢ currency and might, in cxtrenie circuinstarees,
also threaten the nation’s economic stability. For this
reason, the Federal Reserve has developed proce-
dures for ensuring that all wnotes paid out by the
Reserve Banks are genuine.

The Federal Reserve’s confidence in the safety of
U.S. currency notes in circulation has two loun-
dations. The first 1s the large proportion of outstand-
ing notes that the Reserve Banks receive from
circulation eacht year and are thercfore able to exam-
ine. The second is the ability ol note-counting cquip-
ment at Rescrve Baoks 1o distinguish genuine notes
accurately.

Depository institutions in the United States make
frequent deposits with the Federal Reserve of cur-
rency notes that will not be needed to meet their
customers’ requirements, tor credit to the depository
institution’s reserve account at the Reserve Bank.
(Similarly, depository institutions withdraw currency
notes from the Federal Reserve, for a charge o their
reserve account, when their stocks fall to insufficient
levels.)

During 1995, the Federal Reserve received from
circulation 22 billion currency notes having a value
of $344 billion. 'The amount outstanding was 17 bil-
lion notes with a valuc of about $390 billion, in
circulation worldwide, at ycar-end. The PFederal
Reserve received the currency noles estimated to be
circulating within the United States, on average, more
than twice during the year, so that the Reserve Banks
receive and examine a number of notes equal 1o about
20 percent of the domestic circulation cach month.
Consequently, the Federal Reserve has an up-to-date,
and quite clear, picture ol the noles in circulation in
the United States. Morcover, if there were an increase
in the passing of counterfeit notes in the future, the
Federal Reserve would be able to detect it promptly.

tmportantly, given the concerns of this subcommit-
tee, about $1 in cvery seven that were held outside
the United States was sent back through a depository
institution to the Federal Reserve. This amount repre-
sents a significant sample ol the ULS. currency notes
held abroad and also gives the Pederal Reserve a
fairly good picture of the notes in circulation outside
the country.
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Because $100 notes circulate somewhat more
slowly than notes of other denominations, Reserve
Banks have a somewhat less frequent opportunity 1o
inspeet them. Nevertheless, the data show that for
$100 notes, as for other denominations, the Federal
Reserve has a fairly good picture of the outstanding
circulation, both at home and abroad.

Having established that we have a fairly clear and
current view on the outstanding circulation, 1 will
turn now to the Federal Reserve’s tools and proce-
dures Tor examining incoming receipts ol currency
notes.

Fach of the 22 billion notes received by the Fed-
eral Reserve cach year is individually inspected by a
highly automated and highly sophisticated counting-
and-verification machine. The machines count the
notes and examine cach one for genuinencss, correct
denomination, and fitness (essentially, cleanliness and
absence of tears). At the end ol the line, shredders in
the machines destroy all genuine notes that are not fit
1o be issucd again.

The machine examination of cach $100 note and
$50 note for genuineness involves three independent
levels of serutiny.” To be regarded by the machine as
a genuine note that is potentially suitable to be recir-
culated, the note must successfully pass all three
levels. We have great confidence in the security fea-
tures in the notes to which the sensors in the
machines are keyed. We have a similarly very high
level of confidence in the accuracy and rehability of
the seusors, Moreover, 1o reduce to a practical miagi-
mum the probability of falsely aceepting a counterfeit
nole as genuine, we set the decision criteria in the
processing machines to be very suspicious ol pos-
sible counterfeits.

Fvery note that is separated out by a machine as
possibly not genuine is then put back through a
second, slower-speed processing machine equipped
with the same sensors for a second check for gen-
uincness. I the sccond machine also separates out a
note as a possible counterfeit, the note is inspected by
a Federal Reserve technician. These individuals are
highly trained, both by the Reserve Bank itselt and
periodically by the Secret Service, and they have the
linal word as to genuineness. Any note that is identi-
ficd by the technician as counterfeit s set aside to be
forwarded to the Secret Service, The combination of
our highly sophisticated processing machines, our
practice of operating the machines at a high level of

2. This statement desciibes the procedures for genuineness exani-
nation of $100 notes and $50 notes, Procedures Tor other denomina-
tions are similar but not identical.
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suspicion, and our highly capable technicians cnable
us o detect virtually all counterteits that we receive.

So far, it has been established both that the Federal
Reserve has an up-to-date and reasonably clear view
on the outstanding circulation, at home and abroad,
and that we have the tools and procedures to identify
virtually all counterfeit notes in the deposits that we
receive.

The remaining issuc is, what fraction of counter-
feits do we see in our incoming deposits and, as
a consequence, what may we say about the safety
of the outstanding circulation? The answers arc
reassuring.

Counterfeits in $100 deposits at the Federal
Reserve during 1995 amounted to three-quarters of
I pereent of | percent ((0075%). That is, we found on
average seventy-five counterfeits in cvery 1 million
notes processed. In value, the total was $6.9 million
in receipts of $93 billion.

Deposits of $100 notes at the Federal Reserve that
were understood to have originated outside  the
United States had a lower proportion, about fifty-five
counterfeits in every million notes processed.

Counterfeits in $50 deposits at the Federal Reserve
during the year amounted to eight per million of the
$50 notes processed. For $20 notes, $10 notes, and

$5 notes, the proportions were seven per million,
sixteen per mitlion, and two per million respectively.
The grand total was $8.8 million of counterfeits in
incoming receipts of $344 billion.

Depository institutions, cxchange houses, and
retailers, both domestic and forcign, also detect coun-
terfeit notes. Based on Sceret Service statistics, the
total value of counterfeit notes detected in the United
States was about $32 million in 1995, an amount that,
at about 12 cents per capita, was still relatively low.

The Federal Reserve does not believe that counter-
feiting is an inconsequential matter. Counterfeiting at
any level is unacceptable. Counterfeits successfully
passed on the public represent real losses to real
individuals and firms. The existence of this level of
successtul passing demonsirates that the dollar is a
frequent target of would-be counterfeiters and that
constant vigilance is essential, both by law enforce-
ment personnel and by the general public who handle
S1 notes.

There is considerable cvidence from the Federal
Reserve’s note-processing activity, however, that the
successtul passing of counterfeits, within the United
States and abroad, is so small as to be insignificant
from a macrocconomic perspective and has no dis-
cernible ctfect on public contidence in U.S. currency.

Stutement by Edward W. Kelley, Ji.,, Member, Board
of Governors of the Federal Reserve System, before
the Committee on Banking and Financial Services,
LS. House of Representatives, February 28, 1996

I am pleased to appear before the banking committee
on behalt of the Federal Reserve to discuss the impact
of crime on the stability of the banking system and
the Federal Reserve’s efforts to assist banks and law
enforcement officials in countering criminal activity.
As a bank supervisory agency, the Federal Reserve
Board places a high priority on providing assistance
in deterring, detecting, and reporting criminal activi-
tics directed at banking organizations, and we appre-
clate the committee’s interest in this important arca.
Your letter of invitation asked me to address the
threat that criminal activity poses to the banking
system, and [ would like to turn initially to that issue.
Although all bank losses that resull from criminal
activity are unacceptable, it is important to put the
risks associated with criminal activities affecting
banks in the appropriate context. As of September 30,
1995, the more than 10,000 insured commercial
banks in the United States had total aggregate assets

of about $4.2 trillion, combined capital of approxi-
mately $350 billion, and carnings of $37 billion for
the first three quarters ol 1995.

In view of the current financial strength of the U.S.
banking system and estimates of the extent of banks’
losses resulting from criminal misconduct, which
include the banking industry’s 1994 cstimates of
approximately $800 million in losses associated with
check fraud and $700 million from credit card fraud,
we believe that losses from criminal activitics do not
pose a systemic risk to the banking system. Also, we
have no information that suggests that any individual
U.S. banking organization has been overtaken or sub-
stantially threatened by criminal organizations or
activities.

Although we see no systemic threat to the banking
system, we obviously are concerned about the risks
to the reputation and integrity of our nation’s banks
arising from criminal clements using the banking
system for illicit purposes. These risks are best illus-
trated by money laundering, estimates of which range
between $300 billion and $500 billion annually.
Although no amount of moncey laundering is accept-
able, there is no evidence that the flow of these funds



through U.S. banks on its own poses a systemic risk.
However, if left unchecked, the use of our banking
system by criminal elements could undermine the
reputation of banks or weaken the public’s conti-
dence in banks as safckeepers ol their funds. For this
reason, and to support our law enforcement agencics
in their efforts to combat crime, the Federal Reserve’s
efforts to attack the money laundering problem con-
tinue to be one ol our highest bank supervisory
priorities.

FEDERAL RESERVE ROLE

As a banking supervisor, the Federal Reserve has
an important role in casuring that criminal activity
does not pose a systemic threat and, as important, in
improving the ability of individual banking organiza-
tions in the United States and abroad to protect
themselves from illicit activities. Because bank sys-
tems and bank employees are the first and strongest
line of defense against financial crimes, the Federal
Reserve places a high priority on ensuring that bank-
ing organizations have appropriate controls in place
to protect themselves and their customers from crimi-
nal activitics. The Federal Reserve places an equally
high priority on supporting efforts by U.S. law
enforcement agencics to apprehend criminal enter-
prises before they can cause harm to consumers and
banking organizations.

A banking organization’s best protection against
illicit activities is its own policies and procedures
designed to identify and then reject potentially illegal
or damaging transactions. For this reason, the Federal
Reserve and other regulators have implemented vari-
ous directives for banks 1o establish internal controls
and procedures designed to detect unusual or suspi-
cious transactions that, if unchecked, could lead to
fraud, money laundering, or other types of criminal
misconduct.

To understand and properly evaluate the effective-
ness of a banking organization’s controls and proce-
dures, we have developed extensive examination pro-
cedures and manuals, and our bank examiners are
provided with comprehensive training and with
timely information 1o assist them in identifying suspi-
cious or unusual transactions. 1 need to emphasize,
however, that we do not expect our examiners (o act
as police. The Federal Reserve is a bank supervisory
agency, not a criminal law enforcement authority; we
sec our role as auxiliary to the legitimate law enforce-
ment duties of criminal justice agencies. Our examin-
ers do not, nor should they, possess the necessary
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tools required to fully investigate and prosecute
criminal conduct. This is a tunction ably handied by
our law enforcement collcagues.

In recent years, however, the Federal Reserve
determined that in some instances it is necessary o
go beyond the scope ol an ordinary bank ¢xamination
to determine if violations of law or regulation have
occurred. Por this reason, in 1993 the Special Investi-
gations and Examinations Unit was created in the
Board’s Division of Banking Supervision and Regu-
lation. This unit’s function, in part, continues (o be
that of taking information developed during the
course of an cxamination and conducting a special-
ized investigation or examination to determine what,
il any, laws have been violated through activity con-
ducted at a bank. The unit notifies the appropriate law
enforcement agency when apparent criminal viola-
tions are detected and works hand in hand with them
whenever necessary.

KNOWING YOUR CUSTOMER AND SUSPICIOUS-
TRANSACTION REPORTING

The Federal Reserve believes that the most prudent
mcthod for banking organizations to protect them-
selves from allowing criminal transactions to be con-
ducted at, or through, their institutions is to adopt
what has become known as “Know Your Customer”
policics and procedures. Salety and soundness con-
siderations dictate that banking organizations have
adequate policies and procedures in this arca, includ-
ing procedures to ensure compliance with the rules
and regulations designed to assist in the detection of
criminal activity; decrease illegal activity through
increased awareness by employees; protect the repu-
tation of a banking organization; and promote good,
as opposed to unsavory, customer relationships,
“Know Your Customer” procedures, which are
applicd to all facets of a banking operation, allow the
organization to identily its customers and the transac-
tions that they conduct on a regular basis, be alert o
transactions that may be irregular or abnormal for a
particular customer, determine whether there is an
apparent valid or lawful purpose for the transactions,
and report (o the appropriate authorities those transac-
tions that appear to be suspicious or criminal in
nature. One of the more significant components of
“Know Your Customer” procedures is the ability of
banking organizations to identify and report suspi-
cious or potentially criminal activitics. For the past
ten years, the Federal Reserve and the other federal
bank supervisory agencies have required banking
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organizations to report suspected criminal activities
to us, as well as to vartous federal law enforcement
agencies. In 1995, more than 70,000 criminal refer-
rals were filed.

To reduce the burden on financial institutions while
increasing the usefulness of the information provided
on suspected criminal conduct, the Federal Reserve,
together with the other federal bank supervisory
agencics and the Department of the Treasury, revised
the criminal referral process in several significant
respects, First, effective on April | of this ycar, the
new process combines the current criminal referral
rules of the bank supervisory agencies with the
Treasury Department’s suspicious-activity reporting
requirements related o money laundering offenscs.
Sccond, a uniform interagency reporting form has
been developed for purposes of referrals to all agen-
cies. Third, we have provided for the filing of the
uniform form in one location as opposed to the
current requirement of filing six or seven copies, and
banks will have the ability to use computer software,
to be distributed by us, to assist in the preparation and
magnetic filing of the reports.

Another important improvement is the statutory
protection recently afforded banking organizations
that report suspicious or criminal conduct, which
provides banking organizations and their employees
with immunity from civil liability for reporting
known or suspected criminal offenses or suspicious
activities. This protection, tong sought by the banking
community and supported by the Federal Reserve,
gives great comfort to banking organizations that
they will not be held liable for providing timely and
useful information to law enforcement authoritics.

FEDERAL RESERVE INFORMATION ASSISTANCE

Over the years the Federal Reserve has also taken the
initiative to provide timely and useful information to
banking organizations with regard to ongoing crimi-
nal conduct or potential schemes that may have an
adverse impact on them. In the past few years, the
F'ederal Reserve and the other federal banking super-
visory agencies have issued bulletins on such matters
as “Prime Bank Fraud” schemes and credit card
fraud. Such notices to the banking industry are
intended to alert banks of the potential dangers of
such schemes and practices.

From time to time, the Federal Reserve has also
developed and issued policy statements with regard
to activitics occurring in banking organizations that
we have determined could pose a threat to the integ-

rity of a bank. Onec such example was the Federal
Reserve’s development and issuance of a policy state-
ment on “payable through accounts” in 1994, The
purpose of the policy statement was to ensure that
banks that engage in payable-through activity-—
which basically involves the use of a checking
account at a bank in the United States by an indi-
vidual who resides outside of this country—have
appropriate procedures in place to ensure that no
illicit activities are being conducted through these
accounts.

Also, in accordance with section 404 of the Moncey
Laundering Suppression Act of 1994, the Federal
Reserve has been working with the Treasury to estab-
lish a process whereby the federal law enforcement
community will provide, on a regular basis, informa-
tion with regard 10 new or emerging money launder-
ing schemes, which will then be disseminated to
financial institutions,

ANTI-MONEY [AUNDERING EFFORTS

The Federal Reserve continues to be a lcader among
the federal banking supervisory agencies in address-
ing money laundering-related matters. The staft of
the Federal Reserve has been in the forefront of the
battle to deter money laundering through banking
organizations by, among other things, developing
anti-money laundering guidelines, conducting money
laundering investigations, providing expertise for law
enforcement initiatives, and providing training to
vdrious government agencies.

Training provided by the Federal Reserve staff to
law enforcement agencies has included programs at
the FBI Academy and the Treasury’s Federal Law
Entorcement Training Center. Additionally, the Fed-
cral Reserve staff has provided training in anti—
money laundering procedures to foreign govern-
ments, such as Russia, Poland, Hungary, the Czech
Republic, Brazil, Ecuador, Argentina, and several
other countries in the Middle East and the Far East.

In accordance with section 404 of the Moncy
Laundering Suppression Act of' 1994, the Federal
Reserve chaired a working group that has developed
enhanced examination procedures to identify appro-
priate anti-money laundering procedures initiated by
banking organizations. Along with these cnhanced
money laundering procedures, the Federal Reserve
will very shortly release newly revised Bank Secrecy
Act examination procedures that will allow examin-
crs to determine more efficiently and effectively com-
pliance with the Bank Secrecy Act.



COORDINATION ACTIVITIES

The Federal Reserve rouatinely coordinates with fed-
cral law enforcement agencies with regard 1o poten-
tial criminal matters, including anti money launder-
ing activitics. The scope of this coordination ranges
from our work on the criminal referral process to
specific, case-by-case assistance to law enforcement
agencies resulting from examinations of’ banking
organizations.

The Federal Reserve is a founding member and
active participant in the well-regarded  interagency
Bank Fraud Working Group, which consists of repre-
sentatives of thirteen federal law entorceient and
bank supervisory agencics. Among other things, this
group, which has been meeting on a monthly basis
since the mid-1980s, has coordinated the dissemina-
tion of relevant and timely information on such
matters of mutual interest or concern as  Asian
gangs’ usc of check fraud and check counterfeiting:
West African advance fee schemes and credit card
fraud; and assct forfeiture of criminally derived
funds.

The Federal Reserve is also an active participant in
the Financial Action Task Force (FATE), which was
established by the Group of Scven countrics. The
Board staft has contributed signilicantly (o the
FATE’s mission of cducating countries around the
world in anti-money laundering and fraud prevention
ctforts.

OFFSHORE CORPORATIONS AND BANKS

As a result of our staff”s work with law enforcement
authorities, we recognize that crume is an interna-

tional activity that is increasingly making usc of

offshore corporations and banks. These are two sepa-
rate problems that we address in different manners.
With regard to offshore corporations, because the
Federal Reserve cannot control a sovereign nation’s
laws governing the establishment of corporations in

its territory, we can only address the activitics of

these companics when they seek to do business in the
United States through banks we supervise. In this
regard, our principal ool is the “Know Your Cus-
tomer” policy. As | said belore, every domestic and
foreign banking organization supervised by the Fed-
eral Reserve should have adequate policies in this
area. This means, for example, that if a state member
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bank or a U.S. branch of a forcign bank maintains a
deposit relationship with a corporate entity, wherever
it is chartered, it should take steps to identify its
business and the nature of its routine transactions to
evaluate better whether it is engaging in any suspi-
cious activitics. While no federal bank regulator or
law enforcement agency can monitor every transac-
tion undertaken by every corporation doing business
with & U.S. financial institution, we can, and we
routinely do, measure the internal controls and risk
management systems implemented by the banks to
make certain that the banks are, in fact, adhering to
their policics and arc aware of the business of their
customers, including any that may use offshore
corporations.

With regard to foreign banks, the Board, since
it was given the power by the Congress in 1991,
carclully scrutinizes any foreign bank secking to do
business in the United States, This includes making
certain that the bank is subject to comprehensive
consolidated supervision in its home country, review-
ing the bank’s global anti-money laundering proce-
dures, and conducting background checks with U.S.
law cnforcement and other agencies. In addition,
as | mentioned, we thoroughly review the opera-
tions of these banks in the United States to make
certain their activities here fully comply with U.S.
laws and regulations, The Federal Reserve is also
working in a number of arcas to improve the bank
supervisory standards in other banking centers and
to make certain that there is adequate cooperation
among supervisors so that gaps do not occur in the
consolidated  supervision of international banking
organizations,

CONCLUSION

fn conclusion, we have undertaken extensive eflorts
and have used significant resources to combat illegal
activitics involving domestic and internationa) bank-
ing organizations. | believe that the Federal Reserve
has made significant contributions to the federal gov-
crnment’s law enforcement endeavors. Because we
have a vital interest in protecting the banking system
from criminal clements, we will be continuing our
cooperative cftorts with other bank supervisors and
the criminal justice agencies to develop and imple-
ment programs to better detect criminal misconduct
involving banks. ]
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Announcements

ELECTION OF ALAN GREENSPAN AS CHAIRMAN
PRO TEMPORE OF THE BOARD OF GOVERNORS
OF THE FEDERAL RESERVE SYSTEM

The Federal Reserve Board on March 1, 1996, elected
Alan Greenspan as Chairman Pro Tempore pending
Senate confirmation of his appointment to a third
term as Chairman. The action was cffective begin-
ning Sunday, March 3.

On February 22, President Clinton announced his
intent to nominate Dr. Greenspan to a third term as
Chairman. His current term expired on March 2. The
designation as Chairman Pro Tempore will permit
Dr. Greenspan to continue to carry out the duties of
the Chairman while the confirmation process is under
wity.

REGULATION K: FINAL RULE

The Federal Reserve Board on February 16, 1996,
announced a final rule setting out the criteria for
evaluating continued operation of a foreign bank in
the United States. The rule applics in cases in which
the foreign bank is not subject to comprehensive
supervision or regulation on a consolidated basis by
its home-country supervisor. The final rule, which
amends Regulation K (International Banking Opera-
tions), was effective March 25, 1996,

The Board will take these criteria into account in
reaching a view regarding whether a foreign bank
that the Board has determined is not subject to com-
prehensive, consolidated, home-country supervision
should be permitted to continue its U.S. operations
with or without supervisory constraints or whether
such U.S. operations should be terminated.

ADJUSTMENT OF DOLLAR AMOUNT
TRIGGERING ADDITIONAL DISCLOSURE
REQUIREMENTS UNDER REGULATION Z

The Federal Reserve Board published on February 1,
1996, an adjustment of the dollar amount that triggers
additional disclosure requirements under Regula-

tion Z (Truth in Lending) for mortgage loans that
bear fees above a certain amount.

The Home Ownership and Equity Protection Act
of 1994 bars credit terms such as balloon payments
and requires additional disclosures when total points
and fees payable by the consumer exceed $400 or
8 percent of the total loan amount, whichever is
larger. The Board must adjust this amount each year
based on the percent change in the consumer price
index as of June 1. Accordingly, the Board has
adjusted the dollar amount from $400 to $412.

PROPOSED ACTION

The Federal Reserve Board on February 16, 1996,
requested comment on a proposecd revision to Regula-
tion K with respect to the management of offshore
offices by U.S. branches and agencies of foreign
banks. Comments were requested by March 25, 1996.

FEDERAL RESERVE REGULATORY SERVICE
AVAILABLE ON DISKETTE FOR PERSONAL
COMPUTERS

The Federal Reserve Regulatory Service (FRRS) is
available on diskette for use on personal computers.
Created using Folio VIEWS® scarch-and-retrieval
software, this electronic service allows usets to
construct searches that are as simple or as complex
as they need. The software enables users to do the
following:

» Search for any word, phrase, or combination of
words and phrases

» Search the complete text or only main headings

* Limit searches to a specific portion of the FRRS
(for example, to a statute, a regulation, or one section
of a statute or regulation)

» Condense the results of a search to make it easier
to review.

The electronic version, like the print version, is
updated once a month. Monthly diskettes are simply
loaded to update the text on the floppy drive.



Besides an on-screen user’s  manual  and  a
command-specific liclp system, a printed user’s guide
will explain the basic features of the soltware and
how best to use them in rescarching the FRRS. A
tclephone number will also be provided Tor technical
assistance.

Other teatures of this service include the following:

« Cross-references and indexes with hypertext
links that take the uscr directly to referenced text in
the FRRS

* Pop-up footnoles

* The capability of printing text or translerring it
to a diskette for word processing

* Mouse compatability (will operate as a DOS
application under Windows).

The clectronic FRRS requires the following:

* IBM-compatible PC, DOS 3.0 or higher

e Drive capable of handling 3.5-inch high-density
floppy disks

» Available disk space of 17 miegabytes

* Available RAM of 512K

* IIGA or VGA board to view graphics

* Color monitor (recommended but not required).

For a standalone PC, the annual subscription fee is
$300. For network subscriptions, the annual fee
is $300 for onc concurrent user, $750 for a maxunum
of ten concurrent users, $2,000 for a maximum of
fifty concurrent users, and $3,000 for a maximum of
one hundred concurrent users. Subscribers outside
the United States should add $50 to cover additional
airmail costs. Lach network subscriber will receive a

single set of diskcttes and 4 correspounding number of

aser’s puides. Additional user’s gaides may be pur-
chased (or $5 cach.

Orders should be sent to Publications Services,
Mail Stop 127, Board of Governors of the liederal
Reserve System, Washington, DC 20551, All sub-
scription requests must be accompanied by a check or
money order payable to the Board of Governors
of the Federal Reserve System or charged 1o VISA or
MasterCard. Charge customers only may fax their
orders 10 (202) 728-5880.

REVISIONS TO 11H1: MONEY STOCK DATA

Mecasures of the money stock were revised in Febru-
ary ol this year to incorporate the result of the annual
benchimark and scasonal factor review, as well as a
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minor redefinition of M2, Data in tables 1.10 and
1.21 i the statistical appendix to the Bulletin reflect
these changes beginning with this issuc.

The revisions hiad no ceffect on the annual growth
ratc of M2 over 1995, but they raised the annual
growth rates ol M and M3 by 0.1 percentage point
over the past year. For carlicr years, revisions to the
annual growth rates of M2 ranged between 0.5 and
+0.4 percentage potut, while the annual growth rates
of M1 and M3 were revised by smaller atnounts,

Redefinition

A minor redelinition ol M2 was implemented with
this year’s benchmark. Overnight wholesale repur-
chase agreements and overnight Eurodollars have
been removed [rom M2, They are now included in
the non-M2 component of M3. These overnight com-
ponents are quite volatile and difficult to measure
accurately. Their movements no longer exhibit the
negative correlation with demand deposits that had
been observed in 1980, when they were originally
wcluded in M2, The redelinition does not alfect the
quarterly and annual behavior of M2 nor its relation-
ship to interest rates and income. The redefinition,
which has no cifect on M1 or M3, lowered M2 in
all years since 19609 by amounts that cumulated to
$118 billion in 1995.

Benchmark Revisions

The benchmark incorporated minor revisions o data
reported on the weekly and quarterly deposit reports,
and it took account of deposit data from Call Reports
lor banks and thrift institutions that were not weekly
or quarterly deposit reporters. The benchimark also
incorporated historical data for a number of money
market mutual funds that began reporting lor the first
time daring 1995, raising the levels of M2 and M3
over the year by amounts that cumulated o $1 billion
and $9 billion respectively.

Seasonal Review Revisiony

In a process similar to that used in previous years,
scasonal factors for the monctary aggrepales were
revised using the X-11T ARIMA procedure applied to
the benchmarked data through December 1995, How-
ever, this year, scasonal factors were constructed lor
total repurchase agreements and total Liurodoliar
deposits, both ol which arc now entirely in the
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non-M2 component of M3. Furthermore, the non-M1
component of M2 and the non-M2 component of M3
have been scasonally adjusted by summing their sea-
sonally adjusted components; previously, both the
non-M1 component of M2 and the non-M2 compo-
nent of M3 were cach seasonally adjusted as a whole.

Complete historical data are available in printed
form from the Money and Reserves Projection Sec-
tion, Mail Stop 72, Division of Monetary Affairs,
Board of Governors of the Federal Reserve System,

Washington, DC 20551 (202) 452-3062. The histori-
cal data are also available on floppy diskette for a fee
of $25 per diskette from Publications Services, Mail
Stop 127, Board of Governors of the Federal Reserve
System, Washington, DC 20551 (202) 452-3245.
Revised monthly historical data for M1, M2, M3, and
total nonfinancial debt are also available from the
Economic Bulletin Board of the U.S. Department of
Commerce. Call (202) 482-1986 for information on
how to gain access to the Economic Bulletin Board.

Tables on seasonal factors follow.
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1. Monthly scasonal factors used to construct M1, January [995-March 1997
Other checkable deposits!
) . Nanbank travelers ™
Yeat and month Currency o o Demand deposits
checks I
fotal Al banks
1995 Januwy 9950 9568 1.0140 10165 1.0242
tichruary . 9943 9541 9773 D953 1.0012
March ... Y973 9656 9767 1.0008 1.0024
Aprib o oo Lopts 9723 1.0000 1.0210 1.0196
May ..o L0008 867 9763 990t LOROK
June ..o 1.0032 1.0274 9905 956 9921
July oo 1.0049 1.0668 1.0009 9921 874
August ..., L.o016 1.0745 9936 0892 LY
September HY95 1.0495 9975 0943 OORYS
October . L9974 10124 1.0077 A016 990)
November 1.0002 9750 {0197 1.0000 9995
December 100D 0584 1.0466 1.0144 1.O168
1990 - Janwiwy ..o 9948 9557 10141 1.0166 1.0243
Febroay 9945 9527 9771 9949 1.00006
March ... 9974 9648 9705 1.0004 1.0016
April .o 9995 9740 9994 1.0209 1.0195
May ... o 10O 9884 9752 9894 9860
June oo 1.0030 1.0285 9907 D958 9919
July ..o 1003t 1.0674 1.0015 9924 D876
August ... 10023 1.0753 9941 L0893 L9880
September .. 084 1.0495 D980 9948 0943
October ... ... 065 1.0109 1.0076 9915 9901
November 10005 0744 1.0193 1.0001 99949
December 1.0057 L0581 1.0465 1.0147 10171
1997 Junuary ..o o 952 9551 1.0140 1.0163 1 0241
bebroary ... oo 9934 9522 9771 9948 1.0003
March ..o oo H6Y 9649 9767 1.0003 1.OGT

[. Seasonally adjusted other checkable deposits at thritt institutions are
derived as the difference between total other checkable deposits, seasonally

adjusted, and scasonally adjusted other checkable deposits at commercial banks,

2. Monthly scasonal factors used to construct M2 and M3, January 1995-March 1997
Savings and Small- Large- Money market motual funds
Year and month MMDA denomination denomination RPs Lurodol lars
deposits! time deposits! time deposits! In M2 Iu M3 only

1995- Januarty ... 9952 L9967 L9u22 1.0037 10315 L0916 L9995
Tebrumy ... . ... 9939 9984 9952 1.0078 1.0263% 9845 9999
March ..o L 9981 10015 9953 LOLLE 1.0032 9913 10102
April oo oo 9993 1.0028 L9928 1.0104 98RO 9954 872
May ... 9981 1.0029 10068 9967 9915 0994 8G2
June ..ol 1.0022 1.0031 1.0025 9933 0792 1.0202 9909
July ..o 1.0027 1.0039 9957 Y980 L9876 £.0028 9897
August ... 1.0033 1.0023 1.0028 1.OGIR 9994 1.0056 1001
September 1.00273 1.0004 1.0023 9918 834 1.0045 1.0026
October ... o 1.0019 YYRY 1.0069 9905 9915 1.0104 LO110
1.0040 9951 1.0085 9960 1.0103 9992 10179
1.6000 9932 9997 10006 1.0097 M919 1.0082
1996- January 9953 9900 9920 1.0043 1.0330 9930 986
Febroary 9935 9983 9956 1.0069 1.0232 9851 9964
Match ..o 9970 1.0020 9957 1.0092 1.0015 9904 1.0042
April ... OYRY 1.0034 9923 1.0099 888 L9960 0856
May ... 9976 1.0037 1.0064 996 D89y 1.0016 LY
June ..ol . 1.0020 1.0036 1.00214 9929 0802 1.0199 9921
July oo 1.0029 1.0042 055 9991 9894 1.0031 9936
August ... L 1.0036 1.0024 1.0022 1.0028 HURE 1.0054 1.0043
September ... . 1.0027 1.0001 10020 9924 9823 1.0051 1.0050
October ..., . 1.0022 D985 1.0077 9902 9933 1.0096 10121
November ..., .. . 1004 9948 1.0090 V959 1.0101 0976 1 0166
December ... . oL 9994 9928 9997 1.0007 1.0096 9907 1.00S |
1997- Januaty ... 49953 9958 9918 10043 1.0344 9938 9993
Febroaty ..o 9934 L9983 9957 1.0070 1.0220 LI 9941
March ..o 0974 1.0024 9963 {0083 1.0007 9896 10014

1. Seasonal factors are applied to deposits data at both comnnercial banks and thritt institutions.
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3. Weekly seasonal factors used to construct M1, December 4, 1995-March 31, 1997

hank travelers Other checkable deposits!
Week ending Currency Non “'" ‘lr‘f“ ers Demand deposits —_— - - -
checks -
Totat At banks
1995 December 4 ... L 9981 9573 1.0284 1.0132 1.0099
|5 1.0048 9578 1.0395 1.0198 1.0187
18 1.0054 9583 1.0391 1.0130 1.0171
25 Lo 1.0173 9588 1.0449 1.0073 1.0148
1996— January Lo 1.0067 9593 1.0814 10161 10219
8 1.0029 9583 1.0592 1.0497 1.0558
15 .. 9969 9560 10310 1.0293 L0386
2 9931 9549 .9945 1.0078 L0187
29 9866 9533 .9666 9827 9888
Febroary 5 ... 9927 9522 9880 1.0073 1.0129
2 oo 9966 9524 9787 L0010 1.0061
19 ... 9952 9527 9795 9895 9957
26 . 9893 9530 9652 9813 9882
March 4 9947 9539 9771 1.0085 [RUND
| S 1.0000 9590 9786 1.0081 1.0104
8 9976 9642 9766 9969 L9987
25 oo 19950 9693 9587 9876 9887
April | 19956 9745 9922 9981 9971
8 1.0053 9754 1.0066 1.0361 1.0295
15 oo 1.0035 9744 1.0178 1.0380 1.0383
22 9977 9735 .9960 1.0259 1.0265
29 9926 9726 9803 9901t 9901
May 6 1.0025 9751 9865 1.0055 1.0018
13 1.0031 9822 9796 9959 9919
20 1.0003 9893 9756 9864 9800
27 1.0002 9964 9537 9717 9703
June K T 1.0010 1.0035 9898 .9950 19942
0 .o 1.0072 1.0149 9994 1.0160 1.6084
17 oo 1.0035 1.0262 9938 1.0024 9986
P 9991 1.0375 9682 9772 9760
July oo 1.0015 1.0488 1.0018 9806 9780
& oo 10102 1.0569 1.0247 1.0166 1.0095
15 oo 10057 1.0637 1.0181 9997 9942
22 10010 10705 9909 9824 9794
29 o 9976 1.0773 9730 9733 9694
August S o 1.0040 1.0813 1.0058 1.0039 9984
12 1.0063 1.0783 L0016 9983 9940
19 1.0021 1.0753 1.0034 9847 9846
26 9970 1.0722 9718 9710 9741
September 2 ... 1.0009 1.0692 9874 9913 9904
9 1.00SS 1.0613 1.0138 1.0202 1.0157
16 .. 9999 1.0525 1.0091 1.0048 1.0032
23 o 9946 1.0437 9801 9810 9818
0 9918 1.0350 9922 9722 Y761
October T o 9999 1.0262 1.0198 1.0OBO 1.0042
14 9992 1.0174 1.0198 1.0000 19939
20 .9954 1.0087 1.0073 9887 9871
28 Ll 9931 9999 9827 9711 9764
November 4 ............ 9993 9912 1.0144 1.0011 9995
[ 1.0046 9831 1.0162 1.0078 1.0067
8o 1.0001 9750 1.0290 9993 9999
25 oo .9989 9669 1.0070 L9861 9898
December 2 ... 9952 9587 1.0308 1.0038 9994
9 1.0008 9577 1.0368 1.0243 1.0228
6 ..o 1.0030 9580 1.0417 L0119 1.0135
23 . 1.0122 9582 1.0430 1.0099 1.0158
30 oo 1.0098 9584 1.0625 1.06097 1.0153
1997- January O 10021 9579 1.0797 1.0519 1.0569
13 9984 9564 1.0341 1.0393 1.0451
20 o 9948 9549 1.0031 10151 1.0266
27 oo 9896 9535 9681 9795 9891
Februaty 3 ... 9916 9520 9835 9935 .9996
W 9962 9521 9821 1.0109 1.0133
17 .o .9953 9522 19832 9928 9976
24 oo K95 9523 9646 9814 9896
March 3o 9930 9524 9745 9944 L0016
10 1.0006 9579 9859 1.0172 1.0197
17 .9973 9635 9836 1.0017 1.0028
24 9947 9691 9621 9913 .9908
R I 9954 4748 9740 9896 YR74
L. Seasonally adjusted other checkable deposits at thrift tostitutions are adjusted, and seasonally adjusted other checkable deposits at commercial banks.

derived as the difference between total other checkable deposits, scasonally
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4. Weekly seasonal factors used to construct M2 and M3, December 4, 1995-March 31, 1997
Savings and Small- Large- Money market mutual funds
Week ending MMDA denomination denomination RPs Furodollars

deposits! time deposits time deposits ! in M2 In M3 only

1995 - December 4 .. 1.0035 9937 1.0047 1.0002 1.0066 49949 1.0133

11 1.0049 9933 1.0047 1.0067 1.0085 9906 1.0020

18 1.6014 9926 10011 1.0062 1.0132 9932 1.0033

25 9958 9925 9976 9989 1.0072 D866 1.0083

1996~ January { 9951 9941 9915 9887 1.0005 0962 LOY77

8 1.0008 9952 9898 9919 9978 9906 10022

15 9979 9958 9929 1.0055 1.0372 9938 YoR7

22 9921 9962 9925 1.0120 1.0419 9915 9912

29 9872 9966 9914 1.0093 1.0577 9986 1.0034

February 9922 9975 9915 1.0068 1.0372 9833 9857

9959 9980 9967 1.0086 {0318 Y873 0886

.9939 9982 9966 1.0053 1.0181 9848 9964

99(3 9985 9963 1.0073 1.0207 L9858 1.0083

March 4 9947 9999 9956 1.0067 1.0063 Y819 1.0028

9981 1.0013 9984 1.0092 1.0040 9860 9964

9984 1.0020 9962 1.0098 1.0032 9909 1.0040

9966 1.0026 9966 1.0118 1.0055 9971 10078

April 9989 1.0036 9908 1.0071 9941 9927 10101

1.0074 1.0038 9914 1.0125 9925 9965 9838

1.0041 1.0034 9894 1.0142 9950 9943 9810

9947 1.0031 9928 1.0123 085 9978 9827

D898 10030 9946 1.0035 Y852 D986 9935

May 9952 1.0037 1.0001 9963 9828 9965 9713

9993 1.0038 1.0060 9952 U879 9970 9725

9980 1.0037 1.0063 9951 9933 1.0012 9880

Y956 1.0035 1.0116 9990 Y75 1.0043 1.0101

June 1.0010 1.0036 1.0079 9931 (U838 1.0132 9962

1.0060 1.0037 1.0082 9954 9835 1.0175 9833

1.0048 1.0033 1.0054 9945 9833 1.0276 9901

9988 1.0030 9991 9922 0784 1.0199 49931

July 9975 1.0045 9918 LT 9701 1.0173 1.0014

1.0059 1.0053 9912 9889 9756 9995 9761

1.0056 1.0046 9952 1.0014 9893 1.0016 9861

1.0019 1.0038 9963 1.0025 9951 1.0028 9965

987 1.0032 9985 1.0040 9979 1.0074 10116

August 5 oo 1.0037 1.0033 19999 1.0023 9923 9997 1.0044

1 1.0063 1.0031 1.00} 1.0042 908 1.0075 1.0026

1.0044 1.0025 1.0012 1.0027 9973 1.0033 9978

1.0008 1.0017 1.0053 1.0054 1.0064 1.0088 1.0094

September 2 ... 1.0025 1.0014 1.0032 9983 9949 1.0064 10088

1.0078 1.0011 1.0022 9942 L9858 1.0022 9943

1.0065 10000 10018 9949 (98RO 1.0084 1.0003

9996 4991 1.0012 9926 9789 1.0045 1.0017

9971 9997 1.0022 9871 D721 1.0051 1.0226

October T oo 1.0046 1.0008 1.0089 9867 9850 L9980 1.0073

4 ... 1.0053 9994 1.0073 9922 9850 1.0105 1.0050

21 1.0014 9981 1.0065 9913 9969 1.0098 1.0101

28 o 9974 9967 1.0080 9914 1.0004 1.0197 1.0254

November 4 ... ...... 1.0024 9962 10081 9905 1.0040 1.0102 1.0140

11 1.0070 D9S8 1.0119 19936 1.0068 1.0001 1.0082

18 1.006! 9948 1.0087 9946 1.0038 9952 10130

1.0018 9939 1.0091 1.0013 10161 9907 1.0264

December 1.0018 .9935 1.0060 9976 1.0164 9969 1.0214

1.0053 9931 1.0043 1.OO18 1.0034 9911 9953

1.0032 9923 1.0039 1.0060 1.0125 9940 9998

D960 9921 1.0002 1.0024 1.0085 9813 1.0023

9943 9931 9904 9953 1.0117 9946 1.0183

1997 January [.O014 9948 9871 9854 9961 9906 1.0059

1.0009 9956 9926 1.0040 1.0329 9947 10007

9947 9959 9934 1.0101 1.0427 9933 9937

9881 9961 9940 1.0125 1.0564 9980 1.0020

February 9899 9967 9912 1.0075 1.0414 9902 9921

9954 9975 9945 1.0083 1.0321 9827 9827

9947 9982 9959 1.0055 1.0189 9911 9945

9918 9989 9978 1.0067 1.0174 9865 1.0024

March 49931 1.0001 9972 1.0068 1.0091 U829 1.0004

9986 1.0015 9996 10084 1.O01S 9840 9909

9994 1.0022 9979 1.0092 1.0059 9905 1.0021

9967 1.0029 9962 1.0102 9996 9936 1.0052

9966 1.0040 9912 1.0060 9973 9934 1.0079

L. Seasonal factors are applied to deposits data at both commercial banks and thrift institutions.
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FINAL RULE=- AMENDMIENT 1O REGULATION A

The Board of Governors is amending 12 C.ER, Part 201,
its Regulation A (Extensions of Credit by Federal Reserve

Banks; Change in Discount Rate) to reflect its approval of

a decrease in the basic discount rate wt cach Federal Re-
serve Bank. The Board acted on requests submitted by the
Boards ol Directors of the twelve Federal Reserve Banks.

Eflective February 5, 1996, 12 CLER. Part 201 s
amended as follows:

Part 201—Extensions of Credit by Federal Reserve
Banks (Regulation A)

1. The authority citation for 12 C.ER. Part 201 continues
to read as follows:

Authority: 12 US.C. 343 et sey., 347a, 347, 347¢, 347d,
348 ef seq., 357, 374, 314a and 461,

2. Section 201,51 is revised to read as {ollows:

Section 2015 [—Adjustiment credit for depository institu-
tions.

The rates for adjustment credit provided to - depository

institutions under section 201.3(a) are:

Federal Reserve Bank Rate Liffective
Boston ... 5.00 February 1, 1996
New York ..o, 5.00 Januvary 31, 1996
Philadelphia...............o.... 5.00 January 31, 1996
Cleveland...........o 5.00 January 31, 1996
Richmond ....................... 5.00 February 1, 1996
Atlanta.....ooo 5.00 January 31, 1990
Chicago....oo.ooo 5.00 February [, 1996
SULLOWIS. oo 5.00 Lebruary S, 1996
Minneapolis..................... 5.00 January 31, 1990
Kansas City oo 5.00 tiebruary [, 1996
Dallas ... 5.00 January 31, 19906
San Trancisco......... 5.00 January 31, 1996

FINAL RULI—AMENDMENTS TO REGUIATIONS H, K,
AND Y

The Board ol Governors is amending 12 C.ER. Parts 208,

211, and 225, its Regulations H, K, and Y (Mcutbership of

State Banking Institwtions in the Federal Reserve Systeny;
International Banking Operations; Bank Holding Compa-
nies and Change in Control; Reports of Suspicious Activity

Under the Bank Secrecy Act), on the reporting of known or
suspected criminal and suspicious activitics by the domes-
tic and foreign banking organizations supervised by the
Board. 'This final rule streamlines reporting requirements
by providing that such an organization file a new Suspi-
cious Activity Report (“SAR™) with the Board and the
appropriate federal law enforcement agencies by sending a
SAR to the Financial Crimes Enforcement Network of the
Department of the Treasury to report @ known or suspected
criminal offense or a transaction that it suspects involves
money laundering or violates the Bank Sccrecy Act.

Effective April 1, 1996, 12 C.ER. Parts 208, 211, and
225 are amended as follows:

Puart 208 — Membership of State Banking
Institutions in the Federal Reserve System
(Regulation H)

L. The authority citation for 12 C.IER. Part 208 continues
to read as follows:

Authority: 12 U.S8.C. 36, 248(a), 248(c), 321- 338, 371d,
461, 481-480, 601, 611, 1814, 1823(j), 1828(0), 18310,
1831p-1, 3105, 3310, 3331-3351, and 3906-3909;
15 U.S.C. 78b, 781(b), 781(g), 781(1), T8o-4(c)(5), T8q,
T8-1 and 78w; 31 U.S.C. 5318; 42 U.S.C. 41024, 41044,
4104b, 4106, and 4128,

2. Section 208.20 and its heading are revised to read as
follows:

Section 208.20— Suspicious Activity Reports.

(a) Purpose. 'This section ensures that a state member bank
files a Suspicious Activity Report when it detects a known
or suspeceted viotation of Federal law, or a suspicious
transaction related 10 a money laundering activity or a
violation of the Bank Scerecy Act. This section applics to
all state member banks.
(b) Definitions. For the purposes of this section:
(1) FinCEN mceans the Financial Crimes Enforcement
Network of the Departinent of the Treasury.
(2) Institution-affliated party mcans any institution-
affifiated party as that term is defined in 12 US.C.
1786(r), or 1813(u) and 18 [8(b)(3),(4) or (5).
(3) SAR means a Suspicious Activity Report on the form
prescribed by the Board.
(¢) SARs required. A state member bank shall file a SAR
with the appropriate Federal law enforcement agencies and
the Department of the Treasury in accordance with the
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form’s instructions by sending a completed SAR to Fin-

CEN in the folfowing circumstances:
(1) Tusider abuse (nvolving any amount. Whenever the
state member bank detects any known or suspected
Federal criminal violation, or pattern of criminal viola-
tions, commitled or attempted against the bank or in-
volving a transaction or transactions conducted through
the bank, where the bank believes that it was either an
actual or potential victim of a criminual violation, or
series ol criminal violations, or that the bank was used to
facilitate a criminal transaction, and the bank has a
substantial basis for identilying one of its directors,
oflicers, cmployees, agents or other institution-afliliated
partics as having committed or aided in the commission
of a criminal act regardless of the amount involved in
the violation.
(2) Violations aggregating 35,000 or more where «
suspect can be identified. Whenever the state member
bank detects any known or suspected Federal criminal
violation, or patterin ol criminal violations, committed or
attemplted against the bank or involving a transaction or
transactions conducted through the bank and involving
or aggregating $5,000 or more in lunds or other assets,
where the bank believes that it was cither an actual or
potential victimt of a criminal violation, or series of
critminal violations, or that the bank was used to facili-
tate a criminal transaction, and the bank has a substantial
basis for identifying a possible suspect or group of
suspects. If it is determined prior to filing this report that
the identificd suspect or group of suspects has used an

“alias,” then information regarding the (rue identity of

the suspect or group ol suspects, as well as aliay identiti-
ers, such as drivers’ license or social seeurity numbers,
addresses and telephone numbers, must be reported.

(3) Violations aggregating $25,000 or more regardless
of a potential suspect. Whenever the state member bank
detects any known or suspected Tederal criminal viola-
tion, or pattern of criminal violations, committed or
attempted against the bank or involving a transaction or
transactions conducted through the bank and involving
or aggregating $25,000 or more in funds or other assets,
where the bank belicves thal it was cither an actual or
potential victim of a criminal violation, or serics of
criminal violations, or that the bank was used to facili-
tate a criminal transaction, cven though there is no
substantinl basis {or identifying a possible suspect or
group of suspects.

(4) Transactions aggregating $5,000 or more that in-
volve potential money laundering or violations of the
Bank Secrecy Act. Any transaction (which for purposes
ol this paragraph (¢)(4) means a deposit, withdrawal,
transler between accounts, exchange of carrency, loan,
extension of credit, purchase or sale of any stock, bond,
cettilicale of deposit, or other monctary instrument or
investiment sccurily, or any other payment, transfer, or
delivery by, through, or to a financial institution, by
whatever means cffected) conducted or attempted by, at
or through the statc member bunk and involving or

aggregating $5,000 or more in funds or other assets, if

the bank knows, suspects, or has reason to suspect that:
(1) The transaction involves funds derived from illegal
activities or is intended or conducted in order to hide
or disguise funds or assets derived from illegal activi-
ties (including, without limitation, the ownership, na-
ture, source, location, or control of such funds or
assets) as part of a plan to violale or evade any law or
regulation or to avoid any transaction reporting re-
quircment under federal Taw;
(it) The transaction is designed to evade any repula-
tions promulgated under the Bank Scereey Act; or
(iii) The transaction has no business or apparent law-
ful purposc or is not the sort in which the particular
customer would normally be expected to engage, and
the bank knows of no reasonable explanation lor the
transaction after examining the available facts, includ-
ing the background and possible purpose of the trans-
action.

() Time for reporting. A state member bank is required 1o
file a SAR no later than 30 calendar days after the date ol
initial detection of facts that may constitule a basis for
filing & SAR. II' no suspect was identified on the date of
detection of the incident requiring the filing, a state mem-
ber bank may delay filing o SAR for an additional 30
calendar days to identity a suspect. In no case shall report-
ing be delayed more than 60 calendar days after the date off
initial detection of a reportable transaction. In situations
involving violations requiring immediate attention, such as
when a reportable violation is on-going, the financial insti-
tution shall immediately notify, by tefephone, an appropri-
ate law enforcement authosity and the Board in addition to
fiting a timely SAR.

() Reports to state and local authorities. State member

banks are encouraged to file a copy ol the SAR with state

and local law enforcement agencices where appropriate.

(£) Fxceptions. (1) A state member bank need not file a

SAR for a robbery or burglary committed or attempted
that is reported to appropriate law enforcement authori-
tics.
(2) A state member bank need not file a SAR for lost,
missing, counterleit, or stolen securitics i it liles a
report pursuant  to the reporting  requirements ol
17 C.ER. 240.17(-1.

(£) Retention of records. A state member bank shall main-

tain a copy of any SAR filed and the original or business

record equivalent of any supporting documentation for a

period of five years from the date of the filing of the SAR.

Supporting documentation shall be identificd and main-

tained by the bank as such, and shall be deemed to have

been filed with the SAR. A state member bank must make
all supporting documentation available to appropriate law
cnforcement agencies uporn request.

(h) Notification to board of directors. The management of a

state member bank shall promiptly notify its board of

directors, or a committee thereof, of any report filed pursu-
ant to this section,

(1) Compliance. Failure to file a SAR in accordance with



this scction and the instructions may subject the state
member bank, its directors, officers, cployees, agents, or
other institution- afliliated partics to supervisory action.

(i) Confidentiality of SARs. SARs arc confidential, Any
state member bauk subpocnacd or otherwise requested to
disclose a SAR or the information contained in a SAR shall
decline 10 produce the SAR or to provide any information
that would disclose that a SAR has been prepared or filed
citing this section, applicable law (e.g., 31 U.S.C. 5318(g)),
or both, and notify the Board.

(k) Safe Harbor. 'The sale harbor provisions of 31 U.S.C.
5318(g), which cxempts any state member bank that makes
a disclosure of any possible violation of law or regulation
from lability under any law or regulation ol the United
States, or any constitution, law or regulation of any state or
political subdivision, covers all reports of suspected or
known criminal violations and suspicious activities to law
enforcement and financial institution supervisory authori-

tics, including supporting documentation, regardless of

whether such reports are filed pursuant to this section or
are filed on a voluntary busis.

Part 21 [—International Banking Operations
(Regulation K)

1. 'The authority citation for 12 C.ER. Part 211 continues
to read as follows:

Authority: 12 US.CL 221 ef seq., 1818, 18414 of seq., 3101
et seq., 3901 et seq.

Scctions 211.8 and 211.24.

2. In sections 21108 and 211.24(1), remove the words
“criming) referral form™ and add, in their place, the words
“suspicious activity report™.

Part 225 —Bank Holding Companices and Change in
Bank Control (Regulation Y)

1. 'The authority citation for 12 C.ER. Part 225 continucs
to read as follows:

Authority: 12 US.C I81T7()(13), 181K, [831i, 1831p-1,
1843(¢)(8), (844(h), 1972(D), 3106, 3108, 3310, 3331-
3351, 3907, and 3909.

Scction 225.4-- [Amended],

2. In section 225.4, the heading ol paragraph () is revised
to read “Suspicious Activity Report.”’.

3. In section 225.4(1), remove the words “criminal referral
form” and add, in their place, the words “suspicious
activity report™.
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FINAL RULE= AMENDMENT 10O REGUIATION K

The Board of Governors is amending 12 C.ER. Part 211,
its Regulation K (International Banking Operations). Sce-
tion 202(e)(7) of the Pederal Deposit Insurance Corpora-
tion Improvement Act of 1991 (“FDICIA” or “Act’) pro-
vides that the Board, in consultation with the Treasury,
develop and publish criteria 1o be used in cvaluating the
operations of any foreign bank in the United States that the
Board has determined is not subject 1o comprehensive
supervision or regulation on a consolidated basis, This final
rule amends Regulation K on International Banking Opera-
tions to sct out such criteria pursuant to section 202¢(e)(7)
of FDICIA.

FEflective March 25, 1996, 12 CLER. Part 211 is amended
as follows:

Part 21 [—International Banking Operations
(Regulation K)

I. The authority citation for Part 211 continues (o read as
follows:

Authority: 12 US.C. 221 ef seq., 1818, 1841 ¢t seq., 3101
et seq., 3901 et seq.

2. A new section 21130 is added to Subpart B to read as
follows:

Scction 211.30- Criteria lor evaluating the ULS.
operations of foreign banks not subject to
consolidated supervision.

(a) General. Pursuant to the Forcign Bank Supervision
Enhancement Act, Pub.l.. 102 242, 105 Stat. 2286 (1991),
the Board shall develop and publish criteria to be used i
cvaluating the operations of any foreign bank in the United
States that the Board has determined is unot subject to
comprehensive supervision or regulation on a consolidated
basis.
(b) Criteria. Following a determination by the Board that,
having taken into account the standards set forth in section
211.24(c)(1) of this subpart, a forcign bank is not subject o
comprehensive, consolidated  supervision by its home
country supervisor, the Board shatl consider the following
criferia in determining whether the foreign bank’s ULS.
operations should be permitied to continue and, il so,
whether any supervisory constraints should be placed upon
the bank in connection with those operations:
(1) The proportion of the foreign bank’s total asscts and
total liabilities that arc located or booked in its home
country, as well as the distribution and location of its
assets and liabilitics that are located or booked clse-
where;
(2) 'The extent to which the operations and asscets of the
forcign bank and any affiliates are subject to supervision
by its home country supervisor,
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(3) Whether the appropriate authorities in the home
country of such foreign bank are actively working 1o
establish arrangements Tor the cotprehensive, consoli-
dated supervision of such bank and whether demonstra-
ble progress is being made;

(4) Whether the forcign bank has effective and reliable
systems of internal controls and management informa-
tion and reporting, which cnable its management prop-
erly to oversee its worldwide operations;

(5) Whether the foreign bank’s home country supervisor
has any objection to the bank continuing to operate in
the United States;

(6) Whether the foreign bank’s home country supervisor
and the hone country supervisor of any parent ol the
forcign baunk share material information regarding the
operations of the foreign bank with other supervisory
authoritics:

(7) The relationship ol the LS, operations to the other
operations ol the foreign bank, including whether the
forcign bank maintains funds i its U.S. offices that are
in excess of amounts due to its US. oflices from the
loreign bank’s non-U.S. oflices;

(8) The soundness of the foreign bank’s overall financial
condition:

(9) The managerial resources of the forcign bank. includ-
ing the competence, experience, and integrity of the
officers and dircctors and the integrity of its principal
sharcholders;

(10) The scope and frequency ol external audits of the
foreign bank;

(11} The operating record of the foreign bank generally
and its role it the banking system in its home country;
(12) The foreign bank’s record of compliance with rele-
vant laws, as well as the adequacy ol its money launder-
ing controls and procedures, in respect of its worldwide
operations;

(13) The operating, record of the US, oflices of the
forcign bank;

(14) The views and recommendations of the Office of

the Comptrolier of the Currency or the state banking
regulators in those states in which the forcign bank has
operations, as appropriate;
(15) Whether the forcign bank, if" requested, has pro-
vided the Board with adequate assurances that such
information will be made available on the operations or
activities of the foreign bank and any of its aflitiates as
the Board deems necessary to determine and entoree
compliance with the International Banking Act, the Bank
Holding Company Act, and other applicable lederal
banking statutes; and
(16} Any othier information refevant to the salety and
soundness of the US. operations of the foreign bank.

(¢) Restrictions on US. operations.
(1) Terms of agreement. Any torcign bank that the Board
determines is not subject to comprehensive supervision
or regdation on a consolidated basis by its home coun-
try supervisor may be required to enter into an agree-
ment o conduct its US. operations subject 1o such

restrictions as the Board, having considered the criteria
set forth in paragraph (b) ol this section, determines to
be appropriate in order to assure the safety and sound-
ness of its 1.8, operations,

(2) Failure to enter into or comply with agreement. A
forcign bank that is required by the Board to enter into
anagreement pursuant to paragraph (¢)(1) of this section
and either fails to do so or fails to comply with the terms
ol such agreement may be subject to enforcement action
in order to assure safe and sound banking operations
under 12 U.S.C, 1818, or to termination or a recommen-
dation for termination of its LS. operations under sec-
tion 21 1.25(a) and (¢) of this subpart and scction (7)(c)
of the IBA (12 U.S.C. 3105(¢)).

ORDERS ISSUED UNDER BANK THOLDING COMPANY ACT

Orders Issued Under Section 3 of the Bank Holding
Company Act

Mille Lacs Bancorporation, Inc.
Onamia, Minnesota

Order Approving the Formation of a Bank Holding
Company

Mille Lacs Bancorporation, Inc. (“Applicant’), has applicd
under section 3()(1) of the Bank Holding Company Act
(12 ULS.CL8 1842(a)(1) ef seq.) CBHC Aet”™) to becomie a
bank holding company by acquiring all the voting shares off
Mille Lacs Bancshares, Inc. (*“Buancshares™), and thereby
indirectly acquire First State Bank of Onamia (“Bank”),
all of Onamia, Minnesota.!

Notice of the application, affording interested persons an
opportunity to submit comments, has been published (60
Federal Register 46,596 (1995)). 'The time for filing coni-
ments has expired, and the Board has considered the appli-
cation and all comments received in light of the factors set
forth in section 3(¢) of the BHC Act.

Applicant is a nonoperating corporation formed for the
purpose of acquiring Bancshares, Based on ali the facts of
record, the Board believes that consummation of the pro-
posal would not result in any significantly adverse effects
on competition or the concentration of banking resources
in any relevant banking market. Accordingly, the Board
concludes that competitive considerations are consistent
with approval.

As part of this proposal, the Mille Lacs Band of Ojibwe
Indians (*“the Band™), a federally recognized Native Amer-
ican tribe with approximately 2,800 corotled members,

L. Immediately after consummation, Applicant would merge Banc-
shaies out of existence. Bank has received preliminary approval {from
the Oftice of the Comptroller of the Currency to convert from a bank
chartered under the laws of Minnesota 1o a national banking associa-
tion, subject to and contingent on the suceesstul completion of Appli-
cant’s acquisition of Bancshares.



would acquire divectly up to 100 percent of the shares of
Applicant. The Band’s ownership ol more than 25 pereent
ol the voting shares ol Applicant raises the issuc of whether
the Band would be considered a ~company™ within the
meaning of the BHC Act and. therefore, a bank holding
company.

Section 2(b) ol the BHC Act defines “company”™ as
“any corporation, partnership, business teust, association,
or similar organization ., but shall not include any
corporation the majority of the shares ol which are owned
by the United States or by any state.”” The list of types of
entitics that are within the definition ol” “cotmpany™ does
not include a reference to any type of sovereign govern-
ment, indicating that Congress did not intend the definition
to include sovercign povermnents, While the delinition
specilically excludes a company the majority of which is
owned by the United States or by any state, it docs not
specifically exclude the sovereign governmment owner ol
company. This suggests that Congress believed that an
exclusion for sovereign governmients was not necessary
because sovercign governments were not included within
the definition.

On this basis, the Board has determined that foreign
governments are tot companies for purposes ol the BHC
Act.? Native American tribes are unique, domestic sover-
cign entitics that possess extensive self-povernment pow-
ers and have many ol the attributes of a sovereipn govern-
ment.! ‘the Supreme Court has chavacterized  Native
American tribes as “domestic, dependent nations™ and,
thus, “much more than private, voluntary organizations,”

The Band is a lederally recognized Native American
tribal government organized under the Indian Reorganiza-
tion Act ol 1934,7 which is governed by both a constitution
and by-laws adopted by the Band’s Legislative Branch, Tor
these reasons, the Board concludes that the Band should be
considered a sovercign government, and, therefore, ex-
cluded from the BHC Act’s definition ol “company.”® In
this case, the Band would hold Applicant’s shares commu-

212 0.5.C. 8 1841(b).

3. Although the Boad has appmoved applications in which forcign
povernment ownership ol an applicant was noted, it has not applied
the BHC Act to a foreign government that controls a bank or hank
holding company. See Letter dated Augast 19, 1988, front William W.
Wiles, Sceretary of the Board, (o Patricia 8. Skipen; see also Corpora
cion Bancaria de Fspana, 81 Federal Reserve Bulletin 598 (1993);
Societe Generule, 67 Federal Reserve Bulletin 453 (1981).

4. Native American tiibes and the Federal govermuent share a
unique relationship  while tribes 1etain certain atributes ol sover-
cignty, “all aspeets of hidian soverepnty aie subject to deleasance by
Congress.”” National barmers Union Ins. Coo v Crow Tribe of Indians,
471 ULS, 845, 851 .16 (18S) (quoting Escondido Mutual Water Co
v Ladolla Bands of Mission Indians, 406 U,S. 765, 788 n.30 (1984));
see United States v. Wheeler, 435 1LS, 313, 323 (1977).

5. Cherohee Nation v.Georgia, 30US, (5 Pel) 1 (183D

O. United States v. Mazinie, 419 UK, 544, 857 (1973).

7. Act of June 18, 1934, ch. 576, § 16, 48 Stat. 987 (coditied at
25 US.CL§ 4061 178).

8. On the other hand, (i company or similin organization that was
controlled by a Native American (ribe owned a US. bank, that
organization would be, as in the case of a company controlled by a
forcign povernment, a “company’ under the BHC Act. See Letter
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natly for the benefit of the Band’s members.” Based on
these and all the Tacts of record, the Board concludes that
the Band would not become a bank holding compaiy on
consummation of its proposal to acquire more  than
25 pereent of the voling shares ol Applicant.

The Band would own and control Bank through Appli-
cant, a registered bank holding company. The Band, its
affifiates, Applicant, and Bank have made a nmnber of
commitnments 1o ensure that the activities ol Applicant and
Bank would be consistent with the purposes ol the BHC
Act and other fedeval banking laws, The commitinents
separate the Bank's lending activitics from certain com-
mercial activities ol the Band, recognize that the Band and
its afliliates are subject to linitations imposed by sections
23A and 238 ol the Federal Reserve Act and the Board's
Regulation O (Loans to Insiders), and provide the Board
wilh adequate assurances that the Band and its aflifiates
will make available the information on their operations and
activitics that is necessary for the Board to determine and
enforce compliance with applicable federal banking laws,
The Band atso has recognized the jurisdiction ol the Board
to enforce compliance with the banking faws and agreed to
the jurisdiction ol the federal courts for purposes of cn-
forcement of the banking laws. The Band also has made
several commitments to assure the Board of the safe and
sound operation oft Bank and Applicant. In light of these
commitments, and based on all facts of record, the Board
concludes that the future prospects of Bank and Applicant,
and all other supervisory factors the Board must consider
under section 3 of the BHO Act, are consisient with ap
proval.

Financial and managerial considerations are also consis
tent with approval, as are considerations relating to - the
convenience and needs of the community 1o be served and
other supervisory factors the Board is required to consider
under section 3 of the BHC Act also are consistent with
approval.

Bascd on the Toregoing and all the Tacts of record, the
Board has determined that this application should be, and
hereby s, approved. The Bowrd's approval is specilically
conditioned on compliance by Applicant with all the com
mitments made in connection with this application, includ-
ing those made by the Band and its affihiates. Vor purposes
of this action, the commitments and conditions relicd on by
the Board in reaching (his decision are deemed (o be
conditions imposed in weiting by the Board in connection
with its findings and decision, and, as such, may be cn-
lforced in proceedings under applicable law.

dated August 19, 1988, fiom Williant W, Wiles, Secretary of the
Board, to Patricia 8. Skigen.

9. The stock of Applicant will be owned direetly by the Band, and
the Band's Exccutive Branch would be authorized 1o vote the shares
under the Band’s constitution and by-taws. Although the Executive
Branch’s members share corlam attributes with trastees, in light of the
unique form and structe of the Band’s proposed stock holdings, the
recognized sovereignty of the Band, and other facts of record, the
Board believes that no regulatory purpose would be served by 1equir-
ing a notice under the Change e Bank Control for changes in the
Fxecutive Branch's membership.
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This transaction shall not be consunmted belore the
lilteenth calendar day Tollowing the eliective date of this
ordet, or later than three months atter the clliective date of
this order, unless such period is extended Tor good cause by
the Federal Reserve Bank of Minncapolis, acting purstant
to delegated authority.

By order ol the Bouard of Governors, ctfective eb-
ruiry 28, 1996,

Voting for this action: Chanman Greenspan and Governors Lind-
sey. Phillips and Yellen, Absent and not voting: Governor Kelley.

WILLIAM W, WILES
Secretary of the Board

North Tork Bancorporation, lic.
Mattituck, New York

Order Approving the Acquisition of « Bank

North Fork Bancorporation, Inc., Mattituck, New York
(North Fork™), a bank holding conpany within the mean-
ing ol the Bank Holding Company Act ("BIC Act”), has
apphicd under section 3 of the BHC Act (12 US.CL§ 1842)
to acquire indireetly all the voting securities ol Extebank,
Stony Brook, New York!!

Notice of the applications, aflording interested persons
an opportunity (o submit comments, has been publistied
(OO0 Federal Register 52,185 and 56,151 (1995)). The tine
for liling comments has expired, and the Board has consid
ered the applications and all comments received in light of
the factors set forth in the BIIC Act.

North Fork, with total consolidated assets of approxi-
mately $2.9 billion, is the 15th largest connereial banking
organization in New York State, controlting, approximately
$2.4 billion in deposits, representing approximately 1 per-
cent of total deposits in conmercial banking organizations
in the state.” Alter the transfer of the assets and liabilities
refated to its international and fiduciary businesses, 1ixle-
bank would be the 4.3d Largest commercial banking organi-
zation in New York State, with approximately $442 million
intotal assels, and  would  control  approximately
$392 million in deposits, representing less than | percent
ol total deposits ol commercial banking organizations in
the state. Upon consumitiition of the proposal, North Fork
would beconie the [3th Lirgest commercial banking organiza-
tion in New York State, and would control approximately

1. Extebank is o wholly owned subsidiey of Bauco Bxtenion de
Bspana, S.AL Madiid, Spain (" Banco Eaterion™). Extebank proposes
o transler all deposits and assets associated with its fiduciary and
international banking businesses (o Banco Extetion before consunima
tion of this proposal. Immedtely alten acquiring, all of the Extebank
shares, North Fork would merge Extebank with and into North Fork
Bank, Mattituck, New York (ONEFFB™), o wholly owned subsidiary of
North Fark. NFB, o state nonmember bank, has received approval
from the Federal Deposit Insmance Corporation CTFDICT) and - the
New York State Banking Boad to eftect this merper,

20 Asset and state depostt data we as ol June 30, 1995, Madket
deposit datiare as of June 30, 1994,

$2.8 billion in deposits, representing, approximately | percent
of total deposits in the state.

North Fork and Extebank compete directly in the Metro-
politan New York-New Jersey banking market.! After con
sumnuition of this proposal, this banking market would
remiain unconcentrated  as measured by the  Herfin-
dahl Hirschman Index (C"HHEP), T and numerous competi-
tors would remain iy the market. Based on all the facts off
record, the Board concludes that consummation ol this
proposal is not likely to resull in significantly adverse
elfects on competition in the Metropolitan New York-New
Jersey banking market or any other relevant banking inar-
ket.

The Board also has reviewed the linancial resouwrees off
the companies and banks involved in this proposal and the
elicet of the proposed transaction on the futare prospects ol
these orgaaizations. North Fork and NEFB are well capital-
ized and would remain well capitalized folfowing consum-
mation of this proposal.® North Fork would not incur any
additional debt as a result of this transaction. Bascd on all
the fucts of record, including a review of relevant exantina
tion reports and other supervisory information, the Board
concludes that financial cousiderations, including the (u-
ture prospects of North Fork and NIFB, are consisten! with
approval.® The Board also has carcfully reviewed the man-
agerial tesources of Noreth Fork and NEB in light ol conli-
dential examination reports and other relevant supervisory

3o The Mewopolttan New York-New Jersey banking market is
approsimated by New Yok Citys Long Island, and Orange, Putnany,
Rockland, Sullivan and Westchester Counties in New York; Bergen,
Pissex, Hudson, Hunterdon, Middlesex, Monmouth, Morris, Ocean,
Passaic, Somerset, Sussex, Union, Wairen and portions ol Mereer
Counties in New Jersey; Pike Counly in Pennsylvaniag and portions of
Faithield and Litchheld Counties in Connecticut.

4o Phe T Tor the Metropolitan New York-New Jersey banking
nuuket would remain at 536 pomts. Under the revised Depattiment ol
Justice Marger Guidelines, 40 Federal Register 26,823 (June 29,
1984), a nuwhet in which the post merger HHI is less than 1000 is
considered 1o be unconcentiated. The Department ol Justice has
informed the Bomd that a bank merger or acquisition: will not be
challenged (o the absence of other factors idicating anticompetitive
clleets) unless the post-merger THI is al feast 1800 and the merger
increases the HHE by more than 200 points. The Departiment of Justice
has stated that the higher than normal D thresholds for screening
bank mergers Tor anticompetitive eflfects implicitly recognize  the
conipetitive eficet of fimited: purpose fenders and othier non-depository
hnancal entities.

5. The Board teceived conunents from Inner Clity Press/Community
on the Move (U Protestant”) contending: that a dividend recently paid
by Extebank to Banco Extertor may have left bxiebank andercapital
ized. The dividend was reviewed and approved by the FDIC and the
Superintendent of  the New York State Bankoe Department
(NYSBD”) before its paymient. Extebank did not become undercap
italized alter payment of the dividend.

O. Protestant suggests that Extebank has not properly tiansferred s
fiduciury business (o ffanco Bxtenor, Protestant provided no substanti
ation for this claim and bases the allegation solely on Protestant’s
contention that Extebank quickly received the customer approvals
necessary o efleet this anster, The econd does not support any
findimg ol impropricty in the ransfer of this business. ‘The Board and
the FDIC have sufiicient supervisory authority to address any issues
under the federal banking faws that may be raised it any necessiny
customier approvals for this transler were not obtained.



information.” Based on all the facts ol record, the Board
concludes that managerial factors are consistent with ap-
proval ol this proposal,® as are the other supervisory factors
that the Board is required to consider under section 3 of the
BHC Act?

Convenience and Needs Consideraiiony

It acting on an application to acquire a depository institu-
tion, the Board must consider the convenience and needs of
the communities to be served and take iato account the
records of the relevant deposttory institutions under the
Community Reinvestiment Act (12 US.CL § 2901 ¢f seq.)
(“CRA”). The CRA requires the federal financial supervi-
sory agencies to encourage financial institutions to help
mecet the credit needs of the tocal communities in which
they operate, consistent with their safe and sound opera-
tion. To accomplish this end, the CRA requires the appro-
priate federal supervisory authority 1o “assess the institu-
tion’s record of meeting the credit needs of its cantire
community, including fow- to moderate-income neighbor-
hoods, consistent with the sale and sound operation of such
institution,” and to take that record into account in its
evaluation of bank expansion proposals, o

7. Protestant contends that Notth ok conducted an inadequate due
diligence review ol Bayside Pederal Savings Bank, Queens, New
York (“‘Bayside™), before ils acquisitton ol that institution in Novem-
ber 1994, Protestant also contends that Noith Fork and Extebank have
taken cerlain fmproper actions i anticipation of the approval ol this
proposal, including the implementation by Extebank ol changes in its
cployee retirement plans and mailing Extebank depositors informa
tion about the proposed transaction. fu addition, rotestant asser(s that
its allegations relating o the convenience md needs factor and the
recent departure of certain officers of North Fork and Extebank raise
adverse managerial concerns, o reviewing, the financial and manage
rial factors in this case, the Board has considered these conunents
carefully in light of all the tacts of record, including relevant examina-
tion reports and supervisory information.

8, Protestant alleges that North Fotk has violated certain passivity
commitments it made (o the Board in connection with its acquisition
ot voting shares ol Suftolk Bancorp (“Sutfolk™) by publicly cxpress
ing an interest inacquiring Sulfolk and by subsequently agreeing 1o
permit Sultolk o epurchase all of its stock from North Fork. See
North Fork Bancorporation, Inc., 81 Federal Reserve Bulletin 7134
(1995). The Board has caelully teviewed these allegations in light of
all the facts of record, including a review by the Federal Reserve Bank
of New York of North Fork’s compliance with the commitments and
other confidential supervisory mformation. Based on all the facts of
record, the Board concludes that North Fork’s actions have not
constituted the exercise ol a controlling influence over Suftolk in
violation of the conmiitiments made by Noith fork o the BHC Act.

9. Protestant as
reflected i NIFB's 1994 loan application register was unsale and
unsound based on the bortower’s stated income. ‘The loan application
register provides only limited information, which is insullicient to
permit the evaluation of any single loan transaction, In addition, the
transaction relerred to by Protestant is isolated in NFB’s loan applicit-
tion repister of over LO0O transactions. Based on all the facts ol
record, (he Board concludes that this single transaction does not reflect
adversely o the fimcial or managetial resources o satety and
soundness of Notth Fork or NI'B.

10, 12 1.S.C. § 2903,

oty that the wnount of a particulin loan transaction
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Protestant alleges, on the basis of data filed under the
Home Morlgage Disclosure Act (12 U.S.C. § 2801 ¢t seq.)
(“HMDA™), that NFB has failed to assist in meeting the
housing-related credit needs ol low- to moderate-income
communitics in the New York State counties of Nassau,
Westchester, and Rockland. In addition, Protestant criti-
cizes NEB’s record of marketing and lending to minorities
in New York State and atleges that NFB has failed (o tend
to individuals in commuaities with predominantly minority
populations (“minorily communitics™) in Nassau, Queens,
Manhattan, the Bronx, and Brooklyn.!" Protestant alse
alleges that NI'B’s lending activities violate the Fqual
Credit Opportunity Act (15 US.C. § 1691 ¢f seq.) and the
Fair Housing Act (42 U.S.CL § 3001 et seq.) (together, the
“fair lending laws™). !

The Board has carcfully reviewed the CRA performance
record of NEFB, Protestant’s comments and North Fork’s
responses, and all other relevant facts ol record in light of
the CRA, relevant fair lending faws and related regulatory
materials, the Board’s regulations, and the Statement of the
Federal Financial Supervisory Agencies Regarding the
Community Reinvestment Act (“Agency CRA - State-
ment”’),

Evaluation of CRA Performance
A Exantination Record of CRA Performance

The Agency CRA Statenient provides that a CRA examina-
tion is an inportant and often controlling factor in the
consideration of an institution’s CRA record, and that
reports of these examinations will be given great weight in
the applications process.™ NIFFB reecived a “satisfactory”
raling from the FDIC, its primary federal supervisor, in its
most recent examination for CRA performance, as of No-
vember 28, 19941 pixtebank also received a “satislacto-
ry” rating {rom the FDIC at its most recent CRA perlor-
manee examination, as of March 13, 1995,

B. [IMDA Data and Lending Activities

The Board has carelully considered Protestant’s allegations
about NEB’s leading in fow- to moderate-income commu-
nities and to minorities in New York in light of (993, 1994,

I'1. These arcas include the South Bronx, defined as Community
Districts 1 4, Fast and Central Harlem in Manhatian, and the Bush-
wick, Bedford-Stuyvesant, Brownsville, and Hast New York scctions
of Brooklyn.

12, Protestant also submitted a letter from au anonymous patty
allegmg that certain customers of Extebank ate not in favor of the
proposed transaction and that consunnmation of this proposal would
result i the loss of services cunently provided by Extebank, branch
closuies and job losses.

13,54 Federal Register 13,7742 (1989).

4, Id. at 13,745.

15, FThe NYSBD also assigned NFB a “satisfactory” rating, i its
most recent assessnient of the bank’s complianee with the CRA, as off
June 30, 1994, pursuant 1o section 28-b of New York Banking Law.
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and preliminary 1995 1IMDA data for NIFB.'e The 1994
CRA performance examination by the FDIC concluded, on
the basis of 1993 THIMDA data, that NI'B had achieved an
overall satistactory level of performance in neeting the
credit needs of fow- (o moderate-income conuntunities. The
data for 1993, 1994, and 1995 generally indicate that NIFB

is assisting in meeting, the housing- related credit needs off

low- to moderate-tncome communitics. For example, 1994

MDA data indicate that approximately 24 pereent of

NEB’s loan originations in the five countics currently
within its delincated community were in low- to moderate-
income census tracts.?” This compares favorably to lenders
in the aggregate, which in 1994 originated approximately
8 pereent of their HMDA-reportable loans in this five-
county arca in low- to moderate-income census tracts.'™ [n
Suflolk, where the majority ol NFB’s branches are located,
approximately 30 percent of NEB’s loan originations in
1994 and 33 perceent in 1993 were in low- to moderate-
income census tracts.'” In addition, & comparison ol 1993
and 1994 TIMDA data for NI‘B indicates an increase in the
nwnber of applications received from borrowers in low- (o
moderate-income census tracts in Nassau, Westchester, and
Queens.

Preliminary 1995 HMDA data filed by NEB indicate that
approximately 53 percent of the bank’s IHIMDA-reportable
loan originations in the Bronx were in minority census
tracts, and approximately 24 percent ol its HMDA-
reportable loan originations in Manhattan were in minority
census tracts. ' In comparison, fenders in the aggregate
originated approximately 52 percent of their loans in the

16. Preliminay 1995 HMDA data filed by North Forh reflects
lending through November 30, 1995,

17, The counties are Sultolk, Nassau, Westchester, Rochland, and
Queens counties m New Yotk State.

18 I 1993, approximately 29 percent of NEB’s THIMDA-reportable
loan originations in this five-county arca were [or properties in low- to
moderate-income census tracts, I 1993, lenders in the agprepate
originated approximately 7 percent of their foans in this five-county
area i low- (o moderate-inconie census tracts, based on 1993 HMDA
data.

19. Approximately 21 percent of the census tracts in Suflotk are
low- 1o moderate-income census tracts, and fenders in the aggregate
originated approxinuitely 16 pereent of thei loans in Suftolk in ow-
to moderate-income census bacts in 1994 and 1993,

20, The 1994 FDIC performance examination encomaged the bunk
to mcrease its level of lendmg in low o moderate come arcas m
Nassau, Westehester, and Rockfand, based on a review of the bank’s
1993 HMDA data. As noted above, NFE's 1994 FHIMDA data indicate
an inerease wethe number of appheations received from low- to
moderate income census tracts i Nassau and Westehester, and the
pereentage of loan applications icecived by NIFB in 1994 from fow- (o
noderite income census tracts in Westehester exceeded the percent-
ape recetved by lenders in the aggregate in this county in 1994,
Rockland County contans only one low- to modetale meome census
tract, and thus tract penerated less than one-hall of 1 percent ol
HMDA-1eportable applications received by all lenders i Rockland in
1994, NI'B has developed programs and entered into commitmients
with the NYSBD that we designed to increase the bank’s fending in
Jow- (o moderate-income communities in Nassau, Westchester, and
Rockland counties.

21 In thus context, minority census tacts™ s defined as census
fracts with a nunority population exceeding 75 percent.

Bronx and § percent of their loans in Manhattan in minor-
ity census tracts, based ou 1994 HMDA data.

HMDA data for NEFB, however, atso generally indicate
some disparitics in the rate ol loan originations, denials,
and applications by racial proup and wcome level. The
Board is concerned when an institution’s record indicates
disparitics in lending to minority applicants and believes
that all banks are obligated 1o ensure that their lending
practices are based on criteria that assure not only safe and
sound banking, but also cqual access to credit by creditwor-
thy applicants regardless of race. 'The Board recognizes,
however, that HMDA data alone provide an incomplete
measure ol an institution’s lending in its community and
have lunitations that make the data an imadequate basis,
abscnt other information, for concluding that an institution
has engaged in itlegal diserimination in making lending,
decisions.

Because of the limitations of HIMDA data, the Board has
carcfully reviewed other information, particularly examina-
tion reports that provide an on-site evaluation of compli-
ance by the bank with the fair lending laws. FDIC examin-
ers found no evidence of prohibited  discriminatory
practices or of any practices intended to discourage appli-
cations for the types of credit set Torth in the bank’s CRA
statement, m NEB’s most recent CRA performance exami-
nation. During its most recent CRA - performance assess-
ment of NFB, the NYSBD also found no evidence of
legal discrimination or any lending policies or underwrit-
ing standards that would tend to be biased against any class
ol persons protected by the fair lending laws, FDIC exam-
iners found that NIFB solicits credit applications from all
segments of its focal community, including, low- to
moderate-income  neighborhoods, and  that NEFB  had
achieved a reasonable penctration of all segments of its
delincated community, inciuding low- o moderate-income
communitics, based on a review ol the bank’s apgregale
(993 HHMDA data.

Since 1993, NEB has initiated a gumber ol loan pro-
grams designed o assist in meeting the housing-related
credit needs of low- 1o moderate-income borrowers. In
1994, the bank began participating in the Pederal National
Mortpage Association ("FNMA™) Community Homebuyer
program, which provides affordable mortgages 10 qualily-
ing low- to moderate-income borrowers, and pernits loan-
to-value ratios of up to 97 percent. Also, in 1994, NFB
began its Alternate Financing for Overextension of Revolv-
ing Debt CCAFFORD™) program. This portfolio mortgage
product is designed specilically for low- 1o moderate-
income borrowers, uses flexible underwriting, criteria, and
seeks Lo provide mortgages to persons who do not meet
FNMA and Federal Home Toan Mortgage Corporation
underwriting  guidefines.  NEB - also  developed  an

22, Comparsons are to aggregate 1994 data because agprepate data
for 1995 wre not yet available. Prelimmay 1995 FIMDA data for NI'B
indicate that approximately 62 pereent ol NFB'S loan originations in
Brooklyn were in unnority census tracts. In comparison, lenders in the
aggrepate otiginated approximately 32 percent ol their loans in Brook-
lyn i minority census tracts, based on 1994 MDA data.



adjustable-rate mortgage product ("ARM™) for first-lime
honie buyers and low- (o moderate-income borrowers that
uses flexible underwriting standards, meluding higher debt
to-income ratios.”* In the third quarier of 1995, NI'B also
received approval (o olfer below  narket-rate mortgage
loans with reduced down payment requirements in con-
Junction with the State of New York Mortgage Agency. In
1994, NEB originated 12 loans, totalling approximately
$ 1.2 million, under these affordable mortgage programs. ™

NIB also is a certified Small Business Administration
(“SBA™) lender, and made four SBA loans for a total of
more than $300,000 in 1994, Morcover, in 1993 and 1994,
NI'B provided approaimately $750,000 in funding to the
New York Business Development Corporation, which
mikes loans to small and medium-sized businesses in
New York.

N has established policics and procedures designed to
cusure that bank personnel do not discrininate in the
lending process on a basis prohibited by the fair lending
laws. AlL branch employcees, Tor example, including em-
ployees hired thirough the acquisition of other banking
arpanizations, are required 1o participate in a video-based
fair lending seminar, Band tellers also receive instructions
on the requirements of the CRA, HMDA, and fair lending
laws during this introductory training program. In 1994,
NI‘B began conducting annual fair lending seminars for
key branch employees, Atiendance at annual seninars is
nandatory for branch managers, assistant branch manag-
ers, and client service representatives, and approximately
356 emiployees attended the seminars conducted in 1995,
In 1995, the bank’s fending division conducted fair fending
sessions Tor all lending personnel involved with the bank’s
consumer, commercial, and residential fending programs.
Selt=testing, materials are distributed to cmployees during
sach training, program. NFB's comipliance olticer also con
ducts annual fair lending compliance audits of the bank’s
lending departimients, and the tesulls of the reviews are
given 1o the bank’s manageient and board of directors.”?

23,0 Application fees on tlus ARM iy be waived il the loan is
penerated atan NEB sponsored home buyet sciminar,

24 During the fitst ten months of 1995, NEFB orginated an addt
tional nine loans, totalling over $1 adlon, under these programs.

25, Protestant contends that the multi faily lending progrant of
Bayside Federal Savings Bank ("Bayside™), prior to North Fork’s
acquisition of Baysidke, illepally “redlned” predomumantly minority
arcas in New York, and that Notth Fork contimued these practices atter
acquiring. Bayside. Protestam allepes that a current sharcholder of
Notth Fork (*Sharcholder™) participated in the discriminatory lending
practices ol Bayside and other hinancial institutions, and that Share
hotder and his afiiliates are involved in the multi family lending
activitics of North Fork, North Fork has dened these allegations,
Prefitninmy 1995 1IMDA data filed by Nonh Fork mdicate that a
substantial percentape of NIFR s multt fanuly loan oviginations in the
Broux (50 peteent), Brooklyn (62 percent). and Manhatta (28 per-
cent) were for properties in census tracts with a minority population
exceeding 75 pereent. Notth Fork also states that Sharcholder, who
controls approsimately .6 percent of Notth Foik's outstanding, slares,
holds no position with North Fork or NFB and does not contiol the
multi-family fending activities of Nooth Fork or NEB.
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NI‘B has entered into a commitment with the NYSBD (o
originate $20 million in toans in low- to moderate: income
census tracts in Nussau, Westehester, and Rockland coun-
ties between 1996 and 19987 Pursuant to this commit-
ment, NFB will fmplement a program designed to increase
the bank’s leading 10 low- to moderate-inconie and minor-
ity residents of these countics. NIFFB has committed, for
example, that it will launch an advertising campaign in
these counties, hire two additional foan originators for the
countics, and provide commission incentives to originators
ol Toans o low  to modcerale-income and ntinority individ-
uals. In addition, the bank will conduct two first-time home
buyer seminars in cach county during cach year ol the
program. 'The bank’s progress in implenienting this pro-
gram will be monitored by a committee consisting ol the
bank’s senior muanagement, including its president and
chicf executive ofticer, and the bank will submit periodic
progress repotts to the NYSBD.

C. Other Aspects of CRA Performance

NEB ascertaing the ceredit necds of its delineated commu-
nity primarily through a call program that maintaing ongo-
ing contact with business owners and civie, community,
and religious leaders. During the {irst six months ol 1994,
NEB contacted 23 community organizations and more than
100 charitable organizations.”’ Fixaminers noted that NI'B
maintained regular contact with the Community Preserva-
tion Corporation ("*CPC), the Mount Vernon Feononiic
Council, the Long Island Mid-Suffolk Business Associa-
tion, and the Chamber ol Commerce in the bank’s delin-
cated communities. In addition, examiners noted that NI‘B
maintained lrequent contacts with the Board ol Realtors ol
Long Island to determine the housing-related credit needs
ol the bank’s Long Island comuunities,

Lixaminers also concluded that NIFB’s marketing pro
gram was designed to inform all sepments of its delincated
community of the bank’s credit products, and that the bank
solicited credit applications Irom all segments ol its local
community, inctuding low o moderate-income neighbor-
hoods. For example, NFB advertised its credit products in
local newspapers, including free publications, and spon-
sored first-time home buyer seminars to inform community
members of the afordable housing products offered by the
bank.’#

NYSBD exaniners noted that the bank had a total of
$57.5 mitlion in commitments outstanding to small busi-
nesses,  non-profil organizations  that  benefit low  to
moderate-income individuals, minorities, and other disad-

26. Specilically, NFB has committed 1o lend at least $9.7 mullion,
$9.2 million, and $1.1 million in low  to modetate-tmcome census
tracts in Nassat, Westehester, and Rockland counties, 1espectively,
during the three-year petiod endmg December 31, 1998,

27. In 1993, NI'B contacted more than 190 celipious and charitable
proups, and 37 local commumity groups.

28, NYSBD examners noted that the bank held two first time hoe
buyer semimars i the fnst quanter of 1994, and an additional fow
seminars were scheduled for the remainder of 1994,
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vantaged communitics, as of May 31, {994, NFB partici-
pated in a varicty of community development activities,
cither through loans to community development organiza-
tions or through direct loans to nonprolit or community
service organizations. For example, in 1994, NFB commil-
ted $816,000 1o the revolving loan and permanent financ-
ing lending facilitics of the CPC, which provides construce-
tion and permanent loans for the rehabilitation of low- to
moderate-incote housing and funding for the purchase
and rchabilitation of foreclosed propertics.?? Furthermore,
NEB provided $146,000 in permanent funding to the
Greenport Alfordable Housing Project in 1994 for the
construction of two residential properties. In 1994, NFB
also provided a $157,000 commercial mortgage and a
$32,000 unsecured term note to the Selden-Centereach
Community Coalition, a nonprolit foster care residence,
anel a $600,000 revolving line of credit to A Planned
Program for Life Enrichment, fuc., a nonprofit social ser-
vice provider.

D. Community Delincation

Protestant alleges that NFB inproperly excludes the Bronx,
Brooklyn, Manhattan, and portions of Queens [rom ity
delincated local community tor purposes of the CRAM
NEB currently operates branches in Suffolk, Nassau,
Westchester, Rockland, and Queens counties, and the
bank’s delincation consists of those countics, NFB sclected
those counties Tor its delincated conmmunity using a meth-
odology permitted by applicable regulations.* The bank’s
delincation was reviewed by the New York State Banking

29, n 1995, NEB committed approximately $1 million for CPC’s
financing activitics.

30, The eim note was used by the Coalition for partial funding of

its purchase of a safe house for abused and abandoned children.

31, Protestant also assetts that North Fork should be required to
submit its branch closing plans. The Board also received comments
from the East Yaphank Civie Association, Yaphank, New York,
contending that its community would be adversely affected it Fixte-
bank’s Yaphank branch were closed. North Tork has indicated that it
does not plan to close any branch in a low- to moderate-income census
tiact in connection with this proposal, and that no decision has been
made regarding the Yaphank branch. The Board notes that branch
closing decisions would be made under NFB’s branch closure policy,
which requires that the bank solicit the views of community leaders
and customers 1o determine il reasonable alternatives exist (o any
proposed branch closure. NEB's branch closure policy also requires
that the bank provide customers, the NYSBD, and the FDIC at least
90 days prior notice of any proposed branch closure,

32, NEB has 28 branches in Suftolk, seven branches in Nassau,
seven branches in Queens, four branches in Westchester, and thiee
branches in Rockland. A bank may delineate its local community by
using any one ol the tollowing methods:

(1) The existing boundaries, such as those of standard metropolitan

statistical arcas or counties in which the bunk’s oflice or oflices are

located. and adjacent areas if appropriate;

(2) The local arcas around cach oflice or group ol oitices where 1t

makes a substantial portion of its loans and all other areas equidis-

tant from its oftices; and

(3) Any other reasonable delineation that mecets the purpose of the

CRA and does not exclude low  and moderate-income neighbor-

hoods. See, e.g., 12 CER. 228.3(b).

Board in connection with this proposal and found not to
arbitrarily exclude low- to moderate-income communi-
ties. ¥ Furthermore, NFB’s most recent performance as-
sessment by the NYSBD and performance examination by
the FDIC concluded that the bank’s community delineation
was reasonable and did not arbitrarily exclude low- (o
moderate-income neighborhoods. After this performance
examination and assessment, NIFB acquired branches in
Queens County through its acquisition of Bayside in No-
vember 1994, and NIB subscquently adjusted its local
delincation to include all of Queens County.

The reasonableness of an institution’s delincated local
community depends on a number ol factors, including a
careful review of the areas surrounding the locations of an
institution’s main oflice, branches and deposit-taking auto-
mated teller machines. The review of an institution’s delin-
cated community also requires consideration of” whether
the institution has arbitrarily excluded low- and moderate-
income arcas, taking into account the institution’s size and
linancial condition. The Board belicves that an assessment
ol an institution’s delineated community can be most effec-
tively considered in an on-site examination by the institu-
tion’s primary lederal supervisor. The Board also believes
that an on-site examination provides a better opportunity to
consider whether an institution’s delineated community
reflects illegal discrimination in light of all the institution’s
lending activities.

NEB has followed applicable regulations in cstablishing
its community delincation. NEFB’s primary supervisors
have reviewed this delincation during the bank’s most
recemt CRA examinations and since the completion of the
examinations and found the bank’s delincation to be rea-
sonable. In light of NFB’s recent acquisitions, the Board
expects NEFB to review its delincated community under
applicable regulations with its primary lederal supervisor
at its upcoming CRA cxamination. The Board notes that
NFB has recognized in the past that an acquisition may
require NFB to expand its delincated community beyond
that of the acquired institution. As noted above, NFB
recently expanded its local community to include all of
Queens County as a result of the Bayside acquisition, and
the bank has indicated that it would reassess Extebunk’s

33, Protestant alleges that North Fork has violated fair lending laws
by expanding its branch presence outside Sultfolk County in a manner
that avoids minority and low- to moderate-income communitics, par-
ticulaly the Bronx. North Fork acyuired its branches in Westchester,
Rockland, and Queens through the acquisition ol other banking orga-
nizations. FDIC and NYSBD examiners found no evidence of prohib-
ited discrimination by NFB in its delineation, brauch locations or
other activitics. As discussed above, NI‘B has adopted policies de-
signed to prevent lending discrimination on a basis prohibited by the
fair lending laws.

34. The Boatd notes that, prior to North Fork’s acquisition ol
Bayside, the Oftice of Thritt Supervision had concluded, at the most
recent CRA evaluation of Bayside, as ol November 1993, that Bay-
side’s delineated community, which included all of New York City
(including the Bronx, Manhattan, and Brooklyn), and Nassau, Suftolk,
and Westchester counties, was uarcasonably large. Bayside accord-
ingly reduced the size of its delineation to include only portions of
Queens County.



delincated local community in Manhattan after operating
[ixtebank’s Manhattan branch for a penod ol time. > NIYB
also has made a commitment to file with the NYSBD a
comprehensive CRA plan that will include a study ol its
delincated comnumity. i

Conclusion Regarding Convenience and Needs
Considerations

The Board has carefully considered all the facts of record,
inctuding ProtestanC’s conunents, in reviewing the conve-
nience and needs factor under the BIC Act. Based on &
review of North Tork’s entire record of peclormance, in-
cluding information submitted by North Fork and Protes-

tant, the Board concludes that North Fork’s record of

performance in helping, to niect the credit needs ol its
communily, including low - and moderale-income neigh-
borhoods, is consistent with approval of these applications.
The Board expects Nowth Fork (o continae to strengthen its
CRA performance and will monitor North Tork’s progress
in considering future applications by North otk to acquire
deposit-taking facilitics.* To permit the Board to monitor
North Fork’s progress, North Fork must file with the Ted-
cral Reserve Bank of New York (CReserve Bank ™) the
CRA plan and other information liled by NIFB with the
NYSBD for a period of two years from the date of this
order. In addition, North Fork must {ile quarterly reports
with the Reserve Bank on its lending in minority communi-
tics within the five countics currently in its delincated
cotmunity for two years from the date of this order.
Basced on the foregounp and all the Tacts ol record, the
Board has determined that these applications should be,

35 Nowth Fork has indicated that it will modify its delineated
conununity to reflect its proposed acquisition of Tixtebank by adopting
Extebank’s current dehineated area in Manhattan., FDIC examiners
lound lixtebank's delincation of this arca to be reasonable at lixte
bank’s most recent CRA petfornance exinination, as of March 1995,

36, A prefiminay plan must be submitted 1o the NYSBID by
March 31, 1996.

7. Protestant contends that the Bomd should detay consideration off

this proposal and consider it in conjunction with NFB's proposed
purchase of ten branches from Fost Nationwide Bank, FS1B3, Dallas,
“Texas (UFirst Nationwide ™). Protestant also snggests that the Board
delay consideration of this proposal until Protestant’s suit against the
NYSBD stemming (tom its approval of this proposal is resolved and
the Board obtains additional information rom North Fork, including,
information about Notth Fork's multi family fending activities and its
relationship with Sharcholder or his alliliates. Because the First Na-
tionwide branches would be acquited directty by NEB, a state non-
member bank, no application to the Federal Reserve System is 1c
quured for that proposal, That proposal is subject to approval by the
FDIC, which is the prinvuy federad supervisor of NIFBL The Boad
notes that Protestant has filed extensive conments o this branch
acquisition with the FDIC, The Boatd is required under applicable law
and Qs processing procedues (o et on applications submitted under
the BHC Act within specitied time penods. As discussed above, the
Board has carelully reviewed the tecord of this case, incliding Protes
tant’s comments relatmg 1o North Fork's multi family lending activi
ties. Based on all the facts ol recoid, the Board concludes that the
record {8 suthiciont toact on tlus proposal at this tane, and that delay or
denial of this proposal on the prounds of mformational insuflicicncy s
not warranted,
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and hereby are, approved. ™ The Board’s approval is specil’
ically conditioned on compliance by North Fork and NI'B
with the commmitiments made in connection with these ap-
plications, as well as (he conditions discussed in this order,
For purposes ol this action, the conumitments and condi-
tions relied on in reaching this decision are decmed to be
conditions imposed in writing by the Board and, ax such,
may be enloreed in proceedings under applicable law.

These transactions shall not be consummated before the
fifteenth calendar day following the clfective date of this
order, or fater than three months alter the ellective date ol
this order, unless such period is extended for pood cause by
the Board or the Reserve Bank, acting, pursuant (o dele-
pated authority.

By order of the Board of Governors, cffective ebru
ary 20, 1996,

Voting for this action: Chainman Greenspan and Governors Kelley,
Lindsey, Phillips, and Yellen.

JENNIFER J, JOHNSON
Deputy Secretary of the Board

UJB Financial Corp.
Princeton, New Jersey

United Jersey Bank
[Tackensack, New Jersey

Order Approving the Acquisition and Merger of a Bank

UJB Vinancial Corp., Princeton, New Jeesey (©“UIB Finan
cial”’) a bank holding company within the meaning ol the
Bank Holding Company Act ("BHC Act™), has applicd
under section 3 of the BHC Act (12 US.CO§ 1842) to
acquire Flemington National Bank and Trust Compaay,
Flemington, New Jersey (CFlemington™), UJB Fiancial's
lead bank subsidiary, United Jersey Baok, Tackensack,
New Jersey (““UJB Bank™), a state member bank, also has
applicd pursuant to seetion 18(¢) ol the Tederal Deposit
Insurance Act (12 US.CL§ I828(¢)) (the “Bank Merper

8. Protestant has requested thar the Board hotd a public hearmg ot
mecting on these appheations. Section 3(b) of the BHC Act does not
require the Board (o hold o hearmg or meeting on an application
unless the appropriate supervisory authority of the bank to be acquued
makes @ tinely wiitten recommendation of denial of the application.
I this case, the Board has not veceived such a0 wecommendation.
Generally, under the Board’s Rules of Procedure, the Bowd may, inits
discretion, hold a public hearing or meeting on an application to
clarify factual issues related o he application and o provide an
opportutity for testimony, il apptopriate. 12 C1ER. 262, 4e) and
262.25(d). Protestant has had an opportunity 1o present writtea sub
missions, and has subitted substantial written comnients that have
been considered by the Board. Protestant’s request fails 1o demon
strate why its wiitten submissions do not adequately present its
allegations or why a public hearing or meeting is otherwise warranled
in this case. Based on all the facts of record, the Board has determined
that a public hearmgp o meeting is not necessiny to clardy the tactual
record in these applications, and s not warranied in this case. Accord
ingly, Protestant’s iequest for a public hearing or meeting is deted.
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Act™), and section 9 of the Federal Reserve Act (12 US.CL
§ 320 to merge with Flemington and to establish branches
at the locations set forth i the Appendix.

Notice of the applications, allording interested persons
air opportunily 10 submit connnents, has been published
(60 Federal Register 58,361 (1995)). As required by the
Bank Merger Act, ieports on the competitive eflects of the
merger were requested from the United States Altorney
Gieneral. the Office of the Comptrotler of the Currency, and
the Federal Deposit Tnsurance Corporation (C"FDIC™), The
time for filing comments has expired, and the Board has
considered this proposal and all comments reccived in fight
ol the factors set Torth in the BHC Act, the Bank Merger
Actand section 9 of the Federal Reserve Act.

UJB Financial, with total  consolidated
$21.2 bitlion, controls subsidiary batiks in New Jersey and

assets  of

Pennsylvania.! UJIB Financial is the second largest com-
mercial banking organization in New Jersey, controlling
$15.1 billion in deposits, representing 119 pereent of total
deposits ininsured depository institutions in the state.”
Flemington is the 67th largest insured depository institu-
tiorr in New Jersey, controlling $253.2 million in deposits,
representing less than | percent of total deposits in insured

depository institutions in the state. Upon consummation of

this proposal, UJB Financial would remain the second
fargest commercial banking organization in New Jersey,
controlling deposits ol approgimately $15.4 billion, repre-
senting approximately 121 percent ol total deposits in
insurcd depository institutions in the state.

HIB Financial and Fleminglon compete in the New
York-New Jersey Metropolitan banking, market,® where
UIB Financial is the sixth largest commercial banking,
organization, controlling $13.4 billion in deposits, repre-
senting 3.9 pereent of the total deposits in insured deposi-
tory institutions in the market (Cmarket deposits™)t Flem-

1o Asset data e as of September 30, 19950 All datac have been
updated toreflect the Board™s approval of UJB Financial's application
to aequire Summit Bancorporation, Summit, New Jersey. OB Finan-
cial Corp., 82 Federal Reserve Buolletin 345 (1996) (" Summit Or-
dery.

2. State deposit daka e as of June 30, 1995, In this context, insured
depository mstitutions mclude comniercial battks, savings banks, and
savitgs associations,

3 The New York-New Jersey Metiopolitan banking market in-
cludes Bergen, Esseal Hudson, Hunterdon, Muddlesex, Monmouth,
Morns, Ocea, Passate, Somerset, Sussex, Umon, and Wanen Coun-
tes, and seven municipalities m Mereer County, all in New Jeisey:
Bronx, Dutchess, Kings, Nassau, New York, Orange, Putnam, Queens,
Rictunond, Rochland, Suttolk, Sullivan, Ulster, and  Westchester
Counties in New Yorks Pihe County, Pennsylvania; and 2.2 numicipal
ities i Favcield and Baehlickl Counties in Connecticut.

4. Manket deposit data wue as of fune 30, 1994, Market share data
ate based on caleulations i which the deposits of du il institutions are
included at 50 pereent. The Bowrd previously has indicated that thrift
mistitutions tave become, or have the potential o become, major
compeiitors ol commerctal banks, See Midvwest Frooancial Group, 75
Federal Reserve Bulletin 386 (1989); Nattonal City Corporation, 70
Iederal Reserve Bulletin 143 (1984). Thas, the Board has regulaly
included theitt deposits wthe calealation of market concentralion on
S0-pereent wetghted basis. See ¢ g, First Hawaian, lue., 77 Federal
Reserve Bulletin 31 (199 1),

ington is the T Ith largest insured depository institution in
the market, controlting $241.7 million in deposits, repre-
senting less than | pereent of market deposits. Upon con-
summation of these proposals, UIB Financial would re-
main the sixth largest commercial banking organization in
the market. controlling approximately $13.6 billion, repre-
senting approximately 4.0 percent of market deposits. The
Hertindahl-Hirschman Index (“HHI'Y would increase by
less than | point to 783.2 Based on all the facts of record,
the Board concludes that consummation of this proposal
would not have a significantly adverse effect on competi-
tion or the concentration ol banking resources in any
relevant market.

The linancial and managerial resources and future pros-
pects of UIB Financial and Flemington, and their respec-
tive subsidiaries are consistent with approval of this pro-
posul, as are the other supervisory factors the Board must
consider under the BIHC Act, Bank Merger Act, and the
Lederal Reserve Act. Considerations relating to the conve-
nicnee and needs of the communitices to be served are also
consistent with approval.

Basced on the forepoing and other facts ol record, the
Board has determined that the applications should be, and
hereby are, approved.© The Board’s approval is specifically
conditioned on compliance with all the commitments made
by UIB Financial in conneetion with this application. For
purposes of this action, the commitments and conditions
relied on in reaching this decision shall be deemed 1o be
conditions imposed in writing by the Board and, as such,
miay be enforced in proceedings under applicable law,

The transactions shall not be consummated betore the
lilteenth calendar day following the effective date of this
order, or later than three months after the eflective date ol
this order, unless such period is extended for good cause by
the Federal Reserve Bank of New York, acting pursuant to
delegated authority.

5. Under the revised Depatment of Justice Merger Guidelines,
49 Federal Register 26,823 (June 29, 1984), a market in whach the
post- merger HE is less than 1000 is considered unconcentrated. The
Justice Department has intormed the Board that a bank merger or
acquisition generalty will not be chatlenged (in the absence of other
factors indicating anti-competitive clieets) unless the post-merper
HE s al least 1800 and the merger inereases the HEL by more than
200 points. The Justice Department has stated that the higher (han
nomal threshold tor an inercase in the THH when sereening bank
mergers and acquisittons ot anticompetitive ellects implicitly recop-
nizes the competitive eifect ol limit-purpose lenders and other non-
depository financial entities.

6. The Bowd received comments from an individual (“Profestant™)
teguesting that this proposal be denied o1 delayed until the Board can
conduct an investigation and hold a hicarmg or public meeting on the
issues raised i her comments. These comments were carcefully consid-
ered by the Board in connection with the proposal by UJB Financial 1o
acquire Summil, Based on all the facis of record, and for the reasons
explained in the Summit Order, which are incorporated herein by
reference, Protestant’s requests relating to this proposal ate dented.



By order of the Board of Governors, clfective Febru-

ary 5, 1990.

Voting for this action: Chairman Greenspan and Governors Kelley,
Lindscy, Phillips, and Yellen,

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix

Main Office, 56 Main Street, Flemington, New Jersey

Circle Office, 224 South Main Street, Flemington, New
Jersey

Clinton Point Ofllice, 189 Center Street, Clinton Township,
New Jersey

Ringoces Oltice, Hiphway 179 and Boss Road, Past Amwell
Township, New Jersey

Sergeantsville Office, 775 Rte 523, Delaware "Township,
New Jersey

Shop Rite Oftice, Commerce St Rte 202 & 31, Raritan
Township, New Jersey

Three Bridges Oflice, 698 Broad Street, Three Bridge, New
Jersey

Lambertville Oftice, 333 Notth Main St., Suite [, Lam-
bertville, New Jersey

UJB Financial Corp.
Princeton, New Jersey

United Jerscy Bank
Iackensack, New Jersey

Order Approving the Merger of Bank Holding
Companies, the Merger of Banks, and Fstablishment of
Branches

UIB Financial Corp., Princeton, New Jersey (UJB Finan-
cial™), a bank holding company within the meaning ol the
Bank Holding Company Act ("BHC Act™), has applied
under section 3 of the BHC Act (12 US.C. § [842) 1o
merge with Summit Bancorporation (“*Summit™), and
thereby indirectly  acquire  Summit - Bank (' Summit
Bauk™), both in Chatham, New Jersey.! UJB Financial’s
lead subsidiary bank, Uunited Jersey Bank, Hackensack,
New Jersey (“UIB Bank™), a state member bank, also has
applicd pursuant to section [8(c) ol the Federal Deposit
Insurance Act (12 ULS.C. § [1828(¢)) (the “Bank Merper
Act™), and section 9 ol the Federal Reserve Act (12 ULS.CL
§ 321 1o merge with Summit Bank, and 1o establish
branches at the locations set forth in the Appendix.

Notice of the applications, alfording interested persons
an opportuntity 1o submit comments, has been published
(60 Federal Register 58,627 (1995)). As required by the

1. UIB Financial also has applicd to acquire up to 19.9 pereent of
the voting shares of Sumniit through the excicise ol an option pranted
by Summit in connection with this proposal. Upon consummation ol
this proposal, this option would become moot.
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Bank Merger Act, reports ou the competitive effects of the
merger were requested frome the United States Attorney
General, the Office of the Comptrotler of the Currency, and
the Federal Deposit Insuratice Corporation (C'FDIC™). The
time for filing conunents has expired, and the Bowrd has
considered this proposal and adl comments received in light
ol the factors set forth in the BHC Act, the Bank Merger
Act anud section 9 of the Federal Reserve Act,

UIB  Financial, with total  consolidated  assets ol
$15.5 bitlion, controls subsidiary banks in New Jersey and
Pennsytvania.” UIB Financial is the third larpest commer
cial banking organization in New Jersey, controlling
$10.6 billion in deposits, representing 8.4 percent ol total
deposits in insured depository institulions in the state.?
Summit is the seventh largest commereial banking orpani-
sation in New Jersey, controlling $4.5 billion in deposits,
representing 3.5 pereent of total deposits in insured depos-
itory institutions in the state. Upon consummation of this
proposal, UJB Financial would become the second Larpest
commercial banking orpanization in New Jersey, control-
ling deposits of $15.1 billion, representing 119 percent off
total deposits in insured depository institutions in (he state.

UIB Financial and Summit compete in the New York-
New Jersey Metropolitan banking market.! In the New
York-New Jersey Metropolitan market, UIB Financial is
the seventh largest commercial banking organization, con
trolling $9 billion in deposits, representing 2.6 pereent of
the total deposits ininsured depository institutions in the
market (Cmarkel deposits”). Summit is the t4ih laorgest
cottnercial bankiug organization in the market, control-
ling $4.4 billion in deposits, representing 1.3 percent of
market deposits. On consummation ol these proposals,
UIB Financial would become the sixth larpest commercial
banking organization in the market, controlling $1.3.4 bil-
Lot in deposits, representing 3.9 pereent ol market depos
its, and numerous banking institutions would remain in the
market. The Herlindahl - Hirschman Index (CHIHIPT) would

2. Asset datacare as ol September 30, 1995,

A State deposit data are as ol June 30, 1995, [n thes conlext, insted
depository institutions include commercial banks, savings banks, and
savings ussociations.

4. The New York-New Jersey Metiopolitan banking niuhet in
cludes Bergen, Essex, Hudson, Hunterdon, Middleses, Monmouth,
Motris, Ocean, Passaic, Somerset, Sussex, Union, and Wacten Coun
ties, dand seven municipalities i Mereer Coutty, all in New Jersey:
Bronx, Dutchess, Kings, Nassau, New York, Orange, Putnan, Queens,
Richmond, Rocktand, Sullolh, Sultivan, Ulster, and  Westehester
Counntics in New York; Pike County, Pennsylvaniag and 272 muanicipal-
ities in Fairtield and Litchticld Counties in Connecticut.

5. Marhet deposit data aue as of June 30, 19040 Market share data
are based on calenlations in which the deposits of thudt institntions e
included at SO percent. The Board previously has indicated that thidt
institutions have become, or have the potential o beconie, majon
competitors ol conmuiercial banks. See Midieest Financial Group, 75
Federal Reserve Bulleun 380 (1989); National City Corporation, 10
lederal Reserve Bulletin 743 (1984). Thus, the Board has regularly
included thrift deposits i the caleulation of market concentratton on a
50-pereent weighted basis. See e g, First Hawaiian, Ine., 17 Federal
Reserve Bullerin ST (1991).
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increase by 7 points 1o 7820 Based on all the facts of
record, the Board concludes that consummation ol this
proposal would not have a significantly adverse effect on
competition or the concentration of banking resources in
any relevant market,

The financial and managerial resources’” and future pros-
peets of UIB Financial, Summit, and their respective sub-
sidianes. and other supervisory factors the Bourd must
consider under the BHC Act, Bank Mcerger Act, and the
Federal Reserve Act wre consistent with approval ol this
proposal.® Considerations relating to the convenience and
needs of the communities 1o be served also are consistent
witl approval .’

6. Under the tevised Depattiment of Justice Merger Guidehnes, 49
Federal Register 20,823 (June 29, 1984), aomarhet m which the post-
metger T s Hess than 1000 is considered unconeentrated, The
Justice Department has informed the Bowd that a bank mierger o
acquisition gencrally will not be challenged (in the absence of other
factors indicatmy ant competitive clfects) unless the post merger
HEIT is at least 1800 and the merger increases the THI by more than
200 points. The Justice Departinent has stated that the higher than
notaal threshold Tor an increase in the HEL when sereening, bank
mergers and acquisttions for auticompeltitive cflects implicitly recog-
nizes the compentive ellect of limit-pupose lenders and other non-
deposttory fmancial entities.

/. 'The Board has carefully teviewed comuients from an attorney
CrProtestant 7y hased on allegations contined in several lawsuits tiled
by Protestint against UIB Bank, UIR Financial, and its wholly owned
subsidiany rico Mortgage Company, lne, (CUI'oco™), on behall of
individual borrowers, ‘These allepations ielate to certain activities by a
moitgage broker employed Trom TO8R to 1989 by First Central Mout-
sitgre Services, ne CrHinst Central™), an unathhated mortgape otigina
tor that sold morlgages 1o UIB Financial and other financial institu-
tons, UTB Financiad and its subsidiaties have denred these allegations
and have said that they had no knowledge of these aclivities at the
time they oceurred. None of the individuals mvolved in these allega
tions is curtently employed by or associated with LB Financial or
any of it subsidianies, and there e no atlegations that management
of UIB Fiancial was involved m these matters, UJB Frnancial is in
the process of diquidating Thico, and the amount of the mortgage
tansactions i dispute represents @ small percentage ot UIB Finan-
cial™s totad assets. "The civil actions mitiated by Protestant are in their
prelmmay stapes and Tave not to date resalted in any ndings of
wrongdoing by LIB Financial or any of 1ts subsidianies or manage-
ment. ‘The Board has also considered information contained in rele-
vanl repotls of examingtion assessing the managerial resources ol
UIB Financial and its subsidianies. 1 a cout determines, o an
examination iinds, that UK Financial or any of its subsidiaries have
engaged i improper activities, the Board or the primary federal
supervisor ol the relevant subsidiary of UJB Fovancial retains jurisdic
tron wnd full supervisory anthority to take appropiate action.

8. Protestant matains that UIB Finaneiad failed to disclose the
eatstence of pendmg Tingation related to te events at First Central to
the Board in connection with these applications and o examiners from
the Federal Reserve Bank ol New York (CRescrve Bank™) duing a
recent consunen complianee exanmation. Protestant contends that
these onmissions aise supervisory tssues relevan( to these applications
and 1o UIB Bank’s pertormance rating under the Commnumnity Rein-
vestment Act (C"CRA™) Alter o review ol all the Tacts of record,
including relevantieports of examination, information made available
(o the examiners, and information provided by UJB Financial during
the processing ol these applications, (he Board concludes that issues
ielated to this lingation have been Tully disclosed 1o the Board in
connection with the Reserve Bank’s examination and this application.

9 Protestant also gquestions the record ol UJB Financial under the
CRAL AL of UIB Fiancial’s sabsidiary banks were rated “satisfacto-

Based on the Toregoing and other lacts ol record, the
Board has determined that the applications should be, and
liereby are, approved.!” The Board’s approval is specifi-
cally conditioned on compliance with all the commitments
made by UIB Financial in connection with this application.
For purposes of this action, the commitments and condi-
tions relied on in reaching this decision shall be deemed to
be conditions fmposed in writing by the Board and, as
such, may be cnforeed in proceedings under applicable
law.

The transactions shall not be consummated before the
fifteenth calendar day following the eflective date of this
order, or later than three months after the ellective date of
this order, unless such period is extended for good cause by
the Tederal Reserve Bank ol New York, acting pursuant 1o
defegated authority.

By order of the Board of Governors, effective ebru-
ary 5, 1996,

Voung for this action: Chairman Greenspan and Governors Kelley,
Lindscy, Phillips, and Yellen.

JENNIFER 1, JOINSON
Depuiy Secretary of the Board

ry” o1 Toutstanding™ by their primary lederal supervisors, in ther
most recent exantinations for CRA petformance, and examiners found
o evidence of discriminatory or other illegal credit practices. UJ1R
Bank received a “satistactory”™ CRA petfonmance ating as ol July
1995, from the Reserve Bank. Sumont Baunk was also rated “satistac
lory™ in its most recent examination for CRA performance by its
praminy federal supervisor,

10, Protestant reguests that the Board delay action on these applici
tions until the Board has conducted an investigition and held a
hearing or a public meceting on the issues raised in her comments.
Section 3(b) of the BHC Act does not require the Board to hold a
public hearing or mieeting on an application unless the appropriate
supervisoty authortty for the bank to be acquited makes a timely
written iccommendation of denial ol the application. The Board has
not received such arccommendation from any state or federal supervi
sory authority in this case. Under its Rules of Procedure, the Board
may, in its discretion, hold a public hearing or meeting on an applica-
tion to clarify lactual issues related to the application and o provide
an opportunity for testimony, 1 appropriate, 12 CUERL 262.3(c) and
202250, The Board is also requuired under applicable law and its
processing procedures 1o act on apphications submitted under the BHC
Actand the Bank Merger Act within speciticd time periods.

Protestant has had ample opportunity to submit her views and has,
i fact, submitted malterials that have been considered by the Board in
acting on these applications. Protestant’s request fails to demonstiate
why her wutten submissions do not adequately present her altepa
tions. As discussed above, the Boand has carefully reviewed the record
in this case, including information provided by the Protestant and UJR
Financial, and contained in relevant reports of examination. Based on
all the tacts ol record, the Board concludes that the record is sullicient
to act on this proposal at this time, and that delay or denial of this
proposal on the grounds ol informational insufliciency or inaceuracy
is not wartanted. The Bowd also concludes that o public mectimg o1
hearing is not necessary o clacity the tactual record mthese applica-
tions, or otherwise warranted in this case, and, therefore, the request
lor & public hearing o meeting on these applications s denied.

B
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401 Hackensack Avenue, Hackensack, New Jersey

80 Main Street, West Orange, New Juisey

343 Millburn Avenue, Millburn, New Jersey

250 Passaic Avenue, Tairficld, New Jersey

161 Maplewood Avenue, Maplewood, New Jersey

161 Eagle Rock Avenue, Roseland, New Jersey

1521 Springticld Avenue, Maplewood, New Jersey

Onc Newark Center, Newark, New Jersey

{882 Springlicld Avenue, Maplewood, New Jersey

301 South Livingston Avenue, Livingston, New Jersey

203 Rie 202--31 South, Flemington, New Jersey

400 Voorhees Corner Road, Flemington, New Jersey

92 Rie 173, Clinton, New Jersey

16 Nassau Street, Princcton, New Jersey

['1 State Road, Princeton, New Jersey

5001 Stelton Road, South Plainficld, New Jersey

800 Iniman Avenae, Colonta, New Jersey

900 Ouk Tree Road, South Plainficld, New Jersey

1876 Highway 27, Edison, New Jersey

378 Amboy Avenue, Woodbridge, New Jersey

46 Parsonage Road, Menlo Park, New Jersey

1050 Raritan Road, Clark, New Jersey

[35 Jefferson Avenue, Elizabeth, New Jersey

10 Westfield Avenue, Clark/Rabiway, New Jersey

Lincoln Boulevard & Broadway, Clark/Rahway, New Jer-
sey

145 Snyder Avenue, Berkeley Heights, New Jersey

556 Morris Avenue, Ciba/Geigy, New Jersey

100 Fiest Street, Flizabeth, New Jersey

15 South Street, New Providence, New Jersey

Village Shopping Center, New Providence, New Jersey

173 1ilm Street, Westlicld, New Jersey

865 Mountain Avenue, Mountainside, New Jersey

335 Last Front Streel, Plaiuticld, New Jersey

175 Mortis Avenue, Springlicld, New Jersey

707 New Brunswick Avenue, Pohatcong, New Jersey

Route 57 at Mill Pond, Washington, New Jerscy

382 Memorial Parkway, Philfipsburg, New Jersey

711 Lacey Road, Lacey, New Jersey

785 Rte 72, Manahawkin, New Jersey

200 Rte 37 Liast, Tows River, New lersey

65 Nautilus Drive, Ocean Acres, New Jersey

2114 Lakewood Road, Pleasant Plains, New Jersey

501 Arnold Avenue, Point Pleasant Beach, New Jersey

1508 Central Avenue, Barnegat Light, New Jersey

385 Adamston Road, Adaumnston, New Jersey

531 Main Avenue, Bay Head, New Jersey

2205 Grand Central Aveswe, Lavallette, New Jersey

Manhattan Street, Jacksot, New Jerscy

137 Van Zile Roud, Channel Plaza, New Jersey

2701 Lakewood Road, Rte 88, Occan County, New Jersey

60 Stirling Road, Watchung Circle, New Jersey

Somerset Shopping Center, Bridgewater, New Jersey

Washington Valley Road, Martinsville, New Jersey

50 West Main Street, Somerville, New Jersey

19 West High Street, Somerville, New Jersey
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619 East Main Steeet, Finderne, New Jersey

5 Mountain View Road, Warren-Chubb, New Jersey

One State Bank Plaza, Manville, New Jersey

Martinsville Road, West Gate/Chubb, New Jersey

3421 Rie 22 Fast, Branchburg, New Jersey

Lamington Road, Bedminster, New Jersey

367 Springlield Avenue, Summit, New Jersey

DeBorest Avenue & Beechwood, Summit, New Jersey

467 Park Avenue, Scoteh Plains, New Jersey

26 Morris Turnpike, Short Hills, New Jersey

600 Mountain Avenue, Bell Labs, New Jersey

1322 Sca Girt Avenue, Wall Township, New Jersey

634 Newman Springs Road, Lincrolt, New Jersey

liirst Avenuce at Ric 36, At Highlands, New Jersey

G611 Main Steeet, Belmar, New Jersey

99 Broad Avenue, Catontown, New Jersey

Route 66 at Neptune Blvd, Neptune Twp, Monmouth
County, New Jersey

155 Main Street, Manasquan, New Jersey

517 Prospect Avenue, Little Silver, New Jersey

405 Union Avenue, Brielle, New Jersey

1184 Rte 35, Middletown, New Jersey

Route 9 and Campbell Court, Frechold, New Jersey

30 Columbia Turnpike, Florham Park, New Jersey

1031 Valley Road, Stivling, New Jersey

£17 Main Street, Madison, New Jersey

355 Madison Avenue, Morristown, New Jersey

3799 Ric 46, Parsippany, New Jersey

269 Main Street, Chatham, New Jersey

irie Lackawana RR Station, Chatham, New Jersey

188 South Street, Morristown, New Jersey

10 Park Place, Morristown, New Jersey

38 Broadway, Denville, New Jersey

640 Shunpike Road, Chatham, New Jersey

16 Waverly Place, Madison, New fersey

1501 Long Beach Bivd, Ship Bottont, New Jersey

1051 Rie 37 West, West Dover, New Jersey

200 Webster Avenue, Scaside Heights, New Jersey

2232 Bridge Avenue, Bridge Avenue, New Jersey

889 Fischer Boulevard, Toms River, New Jersey

401 Bay Avenue, Beach Haven, New Jersey

Rte 35 & Atlantic Ave., Manasquan Borougly, Monuiouth
County, New Jersey

150 Chambers Bridpge Road, Brick ‘Township, Occan
County, New Jersey

2 Ric 37 West at Rie 9, Dover Township, Occan County,
New Jersey

2284 West County Line Road, Jackson Township, New
lersey

200 East Kennedy Boulevard, Lakewood 'Township, Occan
County, New Jersey

395 Rte 70, Lakewood Township, Ocean County, New
Jersey

Columbus Blvd & Hamilton Ave., Scaside Hpts, Occan
County, New Jersey

Rte 37 & Law Road, Dover Township, Ocean County, New
Jersey

11 Lacey Road, Manchester Township, Ocean County,
New Jersey
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Orders Issued Under Section 4 of the Bank Holding
Compuany Act

Compagnic Financiere de Paribas

Paris, France

Order Approving Notice to Provide Mobile Teleplione
Billing Software

Compagnic Financicre de Paribas, Paris, France (“Pari-
bas’), a bank holding company within the meaning of the
Bank Tolding Company Act ("BHC Act™), has given
notice under section 4(c)(¥) of the BHC Act (12 U.S.C.
§1843(c)8)) and section 225.23(a) of the Board’s Regula-
tion Y (12 CIWR. 225.23(a)) Lo engage de novo through a
new United States subsidiary (“Company ™) in providing
certain data processing and transmission services nation-
wide, under  section 225.25(b)(7)  of  Regulation Y
(12 C.ER. 225.25(b)(7)).!

Paribas, through Company, would offer an integrated
solftware program (“"CABS™) to operators of digital mobile
telephone networks ("Operator™) to perform billing and
account-related services for the Operator’s customer ac-
counts. CABS would not be a part of an Operator’s net-
work operating and switching system, and it would be
operated on dedicated hardware that is separate from the
hardware and soltware that runs the network.

Notice of this proposal, allording interested persons an
opportunity to submit comments, has been published (60
Federal Register 62,092 (1995)). The time lor filing com-
ments has expired, and the Board has considered the notice
and all comments received in light of the Tactors set forth
in section 4(e)}8) of the BHC Act’

Paribas, with $282.5 billion in consolidated assets, is the
fifth largest commercial banking organization in France
and the 29th largest commercial banking organization in
the world, and it engages in a wide range of banking, and
nonbanking activitics outside the United States.® Paribas
operates branches in New York, New York, and Chicago,
Hlinois; agencies in Los Angeles, California, and Houston,
Texas; and representative offices in San Francisco, Califor-
nia, and Dallas, Texas, Paribas also engages through its
subsidiarics in the United States in a broad range of non-
banking activitics.

Proposed Activities

CARBS calculates an Operator’s customer bills based on
data provided by the Operator’s network operating system

1o Paribas owns 5000 pereent and France Lelecom, the French
national telephone operating company, owns 40.9 percent of Financi
re Sema, a Freneh investment company that owns 4 1.6 percent of the
voling shares ol Sent Group ple, London, England (*Sema Group ™).
Sema Group developed the software described in this order and
proposes 1o establish Company as o wholly owned United States
subsidiary 1o sell the deseribed software in the United States.

2.The Bowd received one comment {rom another banking organiza
tion suppotting this proposal.

3 Asset data are as of June 30, 1995, Ranking data are as of
December 31, 1994,

alter customers’ calls are completed (such as the date,
time, duration, and destination ol the call); additional data
provided by the Operator concerning the terms ol custom-
ers’ service contracts (such as subscription fees, applicable
discounts, and special chargesy; and individual accourt
balances. Based on these data, CABS produces the billing
statements that the Operator sends 1o its customers for
payment by customers directly to the Operator,

CABS also performs general accounting services, such
as making summary entries in the Operator’s general led-
ger reflecting payments and changes in accounts receivable
and payable, and recording payments automatically and
making pre-authorized debits directly from customers’
bank or credit card accounts. CABS also reports past duc
and closed accounts to the Operator. In addition, CABS
can submit call data to a network clearing house and
receive such data [rom a clearing house to ensure proper
billing and account scttlements for multi-network  tele-
phone calls.

To facilitate these billing functions, CABS stores basic
information (such as name, address, and telephone num-
ber) necessary to identily a customer when a new account
is opened.t CABS also stores information that identifics the
services 1o be provided to the customer and the customer’s
handset. CABS transmits the latter information, and infor-
mation about the payment status of cach account and
istructions for the issuance of personal identilication num-
bers, to the Operator’s caller and equipment verification
files, Tor use by the Operator 1o limit access to the tele-
phone network. The caller and cyuipment verification files
are maintained by the Operator independently ol CABS.

As noted previousty, CABS is not part ol and does not
intervene in the operation of the Operator’s network access
or switching system.® CABS is operated on dedicated
hardware that is separate from the hardware and software
that runs the mobile telephone network itself.

Closely Related to Banking Analysis

Section 4(¢)(8) of the BHC Act provides that a bank
holding company may, with Board approval, engage in any
activity that the Board determines to be “so closely related
to banking or managing or controlling banks as to be a
proper incident thereto.”e The Board has determined that

4. Company would play no role in soliciting or contacting new or
prospective customers. These functions would be handled by the
Operator or a third party.

5. Data compiled by CABS for billing purposes may be reported by
CABS to the Operaton for use indentilying, atypical usage patterns
that indicate frandulent use. All access determinations, including
those based on usage patterns and customenr and equipment identifica
tion and account data, are made by the Operator.

0. 12 US.C § IB4ICHEB). See National Courter Association yv.
Board of Governors of the Federal Reserve System, 516 F.2d 1229,
1237 (D.C. Cir. 1975) (" National Courier™). In addition, the Board
may consider uny other basis that may demonstrate that the proposed
activity has a reasonable or close connection or relationship to bank-
ing or managing or controlling banks. See Board Statement Regarding
Regulation Y, 49 Federal Register 800 (1984); Secarities Industiy



certain dati processing activities are closely related (o
banking and, therelore, perimissible tor bank holding com-
panics under section A(e)8) ol the BIC Act, Section
225.25(b) 7y of Repulation Y permits bank holding compa-
nics to provide data processing, and data transmission ser-
vices, lacilities (including software), or data bases, or
access thereto, by any technological means, so long as the
data to be processed or furnished are “*linancial, banking,
or cconomic™ i nature.” Regulation Y also provides that
bank holding companies may engage in incidental activie
ties that are necessary Lo carry on an activity that is closely
related to banking.®

In 1971, when data processing services were added to
Regulation Y's list of activitics deemed closely related 1o
banking, the performance ol billing services was specili-
cally included in the rule as an example ol processing
“banking, financial, or related economic data”.? The Board
noted at that timie that banks historically had performed
certain types of billing services Tor nonlinancial custom-
ers, ' and commenters had suggested that billing, services
(like the other services specifically mentioned) were inte-

erafly related 1o the “hasic money transler function” of

bunks. "

I 1982, the Board amended its data processing, regula
tionr to expand the types of services that could be per
formed by bank holdmg companies and the types ol data
on which data processing could be performed.'” In particu-
lar, the types of permissible data were expanded to include
all “financial, banking or cconomic™ information.'* This
change permitted bank holding companics to process all
types of cconomice data and climinated the requireient that
ccononne data be related™ to other bauking or linancial
data.

Association v, Board of Governors of the Iederval Reserve System,
408 U8 207, 210 211 n.d (1984,

7. Regudation Y also requires that the services be provided pursuant
1o a written aprecment and places certain finntations on the facilities
and hardware provided with the data processmg services. In paticular,
the facilities muost be designed, marketed, and operated tor the pro
cessing and transmission ol financial, bankmg, or cconomie datag
handware must be provided only m conjunction with permissible
software; and general purpose hardware must not constitute more than
30 pereent ol the cost ol any pachayed offering. See 12 CUR.
225.25()(7). Paribas has commited that Company will comply with
these tequirements and limitations in providing the proposcd services

8 See 12 C LR 225206002y, National Cowrier, S16 12d at 1239
41.

9. Approved data processmp activities included “storing and pro
cessing other bankimyg, hnancial, or related ccononiic data, such as
petlotmmg payroll, accounts tecervable o payuble, o billing set
vices" ST Federal Reserve Bulletin 512,19 /71),

10. See Memorandunm from Fepal Division (o Boad ol Governors
(June 7, 1971) at 8.

L1, See Supplemental Statement ol the American Bankers Associa-
tion (April 30, 1971), at 6 /3 see also BankAmerica Cotporation, 66
Fedeyal Reserve Bulletin 511 (1980),

12, See A7 Federal Register 37368 (Aupust 26, 1982); Memoran
dum from Legal Division to Bowd of Governors (Aupust 12, 1982).

13, The Tanguage ol the 1982 wmendment remains in the current
version ol Regulation YoSee 12 CUHUR, 225 25(h) /).
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In making this change, the Board deleted the reference to
specific examples of permissible data processing functions,
such as performing payroll, accounts receivable, and bill-
mg services. The Board stated, however, that it intended
the changes o expand the defincation of permissible data
processing services and types ol data that could be pro-
cessed by bank holding companics. On this basis, the
Board has continued to approve data processing proposals
to provide billing services for nonlinancial customers. !

‘The principal function of CABS is lo collect dala neees-
sary 1o prepare and transmit bills Tor Operators, In light of
the forepoing, the Board has determined that the perfor-
mance ol these billing functions — including opening, cus-
tomer accounts, preparing custonier account statemments,
initiating, payments by customers and other networks, re-
cording paynments and accounts receivable and payable in
the Operator’s peneral fedger, and reporting past due and
closed accounts is an activity that is closely related to
banking and constitutes the processing and transinission of
banking, financial, or cconomic data within the meaning of
Repulation Y and prior Board decisions,

As described above, CABS also would perfornn certain
linsited nonfinancial data processing and transmission ser-
vices in connection with its billing functions. These ser
vices are the transmission ol customer identification and
account information (o the Operator’s verification files; and
the generation or certain reporls based on these data that
nay be used by the Operator to detect possible fraudalent
use ol the network, The data that CABS processes and
transmits to the Operator for access and sceurity purposes
consist of data that CABS stores and uses 1o perfornt its
basic billing lunction.

Paribas has stated that CABS would not perforn these
functions apart from its billing services, and that these
lunctions would be a relatively small part of ity opera-
tion.™ In light of the lorcgoing, the Board has concluded
that the limited role o be played by CABS inan Operator’s
aceess and security functions appears to be incidental to
the primary billing and account Tunctions that would be
provided (o the Operator, and therelore permissible under
Regulation Y and prior Board decisions,

Other Considerations

In order to approve this proposal, the Board also must
determrine that the proposed activity is a proper incident to
bunking, that is, that the proposal “‘can rcasonably be
expected (o produce benelits 1o the public, such as greater
convenicnee. increased competition, or pains in efficiency,
trat outweigh possible adverse ellects, such as undue con-
centration ol resources, decercased or unlair competition,
conflicts of interests, or unsound banking practices.” 10 As

I See, e.o, BNCCORP,INC ., 81 Federal Reseive Bulletin 295,
207 (1995).

15, Paribas indicates that it s tikely that less than 5 percent ol the
data screens generated by CARBS wonld consist of fraad detection and
other network access inlomion,

16, 12 ULS.CL§ 1RA3(CHB).
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part of the Board’s evaluation ol these factors, the Board
considers the financial and managerial resources ol the
notificant and its subsidiarics and the cfiect the transaction
would have on such resources. '’ "The record indicates that
Company’s de nove entry would enhance competition in
the market for the proposed services. In addition, the
experience of Sema Group in providing the described
services abroad should assist it in making improved billing
and account-related services available to Operators, More-
over, there is no evidence in the record to indicate that this
proposal would lead to any undue concentration ol re-
sources, conflicts ol interests, unsound banking practices,
or other adverse eftects that would outweigh the public
benedits ol this proposal.™ Accordingly, the Board has
determined that the balance of the public interest factors it
is required to consider under the proper incident to banking
standard of section 4(¢)(8) of the BHC Act is tavorable and
consistent with approval of this notice.

Based on all the facts of record, the Board has deter-
mined that the notice should be, and hereby is, approved.
The Board’s approval is specifically conditioned on com-
pliance with the commitments made in connection with
this notice and with the conditions referred to in this order.
The Board’s determination afso is subject to alf the condi-
tious set forth in Regulation Y, including those in sectious
2257 and 225.23(g) of Regulation Y, and to the Board’s
authority to require such modification or termination of the
activities of a bank holding company or any ol its subsid-
jaries as the Board finds necessary 1o ensure compliance
with, and to prevent evasion of, the provisions of the BHC
Act and the Board’s regulations and orders issucd thereun-
der. For purposes of this action, these conditions and
commitiments are deemed to be conditions inposed in
writing by the Board in connection with its findings and
decision, and, as such, may be enforced in proceedings
under applicable law.

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

By order of the Board of Governors, eliective Febru-
ary 20, 1996.

Voting tor this action: Chairman Greeuspan and Governors Kelley,
Lindscy, Phillips, and Yellen.

JENNIFER J, JOHNSON
Deputy Secretary of the Board

17, See 12CER, 22524, See also The Fuji Bank, Limited, 75
Fedeval Reserve Bulletin 94 (1989);, Baverische Vercnshanh AG, 73
Federal Reserve Bulletin 155 (1987). 'Tie Board notes that Paribas’s
capitad ratios sutisty applicable visk-based standids under the Basle
Accord and are considered equivalent to the capital levels that would
be requited of a ULS. banking organization.

8. Paribas also has made certain commitments previously relied on
by the Boad to address potentially adverse competitive and other
clicets that miay be presented by joint venture proposals.

Corporacion Bancaria de Espafia, S.A.
Madrid, Spain

Order Approving a Natice to Iingage De Novo in Certain
Securities Brokerage, Investment Advisory, “Riskless
Principal” and Private Placement Activities

Corporacion Bancaria de Espaiia, S.A., Madrid, Spain
(“Notiticant™), a bank holding company within the mean-
ing of the Bank IHolding Company Act (“BHC Act™), has
requested the Board’s approval pursuant to section 4(¢)(8)
of the BHC Act (12 U.S.C. § 1843(c)(®)) and scction
225.23 of the Board’s Regulation Y (12 (.JLR. 225.23) to
engage de novo through its wholly owned subsidiary, Ar-
gentaria International Securities Inc.. New York, New York
(“Company”), in the following securities-related activi-
tics:

(1) Providing financial and investment advisory services

pursuant to section 225.25(b)4) ol Regulation Y

(12 C.IER. 225.25(b)(4));

(2) Providing full-service brokerage services pursuant to

section 225.25(b)(15) of Regulation 'Y (12 C.ER.

225.25(b)(15));

(3) Acting as agent in the private placement of all types

of seeuritics; und

(4) Buying and sclling all types of securitics on the order

of investors as a “riskless principal.”

Notificant proposes to engage in these activities world-
wide.

Notice of this proposal, alfording intercsted persons an
opportunity to submit comments, has been published (61
Federal Register 1029 (1996)). The time for filing com-
ments has expired, and the Board has considered the notice
and all comments received in light of the factors set forth
in section 4(¢)(8) of the BHC Act.

Notiticant, with consolidated assets cquivalent to ap-
proximately $89.5 billion, is the third largest commercial
banking organization in Spain and provides « wide range
of banking, f(inancial, and related services worldwide
through its various subsidiarics and affiliated companics.!
Through its subsidiary, Banco xterior de Espaiia, S.A.,
Madrid, Spain (“Banco Exterior’™), Notificant controls
Extebank, Stonybrook, New York, the 40th largest com-
mercial bank in New York.” Banco Exterior also maintains
an ageney in Miami, Florida, and a branch in New York,
New York.

Company intends to register as a broker-dealer with the
Securitics and Exchange Commission (“SEC™), and to
seek admission to the National Association of Sccurities
Dealers Inc. (“NASD™). Upon registration with the SEC
and admission to the NASD, Company would be subject to
the recordkeeping, reporting, fiduciary standards, and other
requirements ol the Sccuritics Exchange Act ol 1934
(15 U.S.C. § 78a ¢t seq.), the SEC, and the NASD.

1. Assel data are as of December 31, 1994,
2. Deposit dati e as of September 30, 1995,



The Board previously has deterniined by regulation that
cugaging in linancial and investnient advisory activitics
and sceurities brokerage activities is closely related o
banking and permissible tor bank holding companies undes
section 4(¢)(8) of the BHC Act.® Notilicant has committed
that Company witl conduct these activities in accordance

with the limitations of scctions 225.25(0)4) and (15) of

Regulation Y.

Private placement involves the placement ol new issucs
ol scecuritics with w Hmited number ol sophisticated pur-
chasers in a nonpublic offering. A linancial ntermediary in

a private placement transaction acts solely as an agent ol

the issuer in soliciting purchasers, and does not purcehiase
the securities and attempt o resell them. Securities that are
privately placed are not subject Lo the registration require
ments of the Sccutitios Act of 1933 (15 US.CU77a ¢f seq)
and are offered only to financially sophisticated institutions
and individuals and not to the public. Notificant has com-
mitted that Company will not privately place registered
securities, and will only place seeurities with “institutional

custoniers™ as that termi is defined in section 225.2(g) ol

Regulation Y (12 C.HRL225.2(p)).

“Riskless principal™ is the term used in the securitics
business to refer 10 a transaction in which a broker dealer,
alter receiving, an order froms a customer (o buy (or selly a
seeurity, purchases (or sells) the security for its own ac-
count o oflset a contetmporancous sale (o (or purcliase
rom) the customer.! “Riskless principal™ transactions are
understood in the industry to include only transactions in
the sccondary market. Thus, under the proposal, Company
would not act as a “riskless principal” i selling seeuritics
at the order ol a customer that is the issuer of the securities
1o be sold, or in any transaction where Company has a
contractual agrecment to place the securities as agent ol the
issuer. Company also wouldd not act as a “riskless princi-
pal” in any (ransaction tnvolving a security for which it
makes a market,

The Board previously has determined by order that.
subject to prudential limitations that addiess the potential
for conflicts ol interests, unsound banking, practices, and
other adverse effects, the proposed privite placement and
riskless principal activities are so closely related 1o bank-

ing as to be a proper incident thereto within the meaning of

section He}8) ol the BHC Act.> The Board also has
previously determined that acting as agent in the private
placement of securitios, and purchasing and selling securi-
tics on the order of investors as a “riskless principal,” do
not constitute underwriting and dealing in sccuritics lor
purposes ol section 20 ol the Glass Steagall Act (12 US.C
§ 377y, and that revenue derived froan such activities s not
subject to the 10 pereent revenue Himitation on underwrit-

3. 8ee 12 CER225.05()¢D) and (15).

4. See Seeurities and Exchange Commission Rale 10b [0 (F7 CUER,
240, 10D TOGX))).

S See P Morgan & Company Incorporated. 76 Federal Reserve
Bulletin 26 (1990); Bankers Trast New Yook Coiporation, 15 Federal
Keserve Budletin 829 (1989).
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ing and dealing in incligible scecurities.® Notificant has
commitied that Company will conduct its private place-
ment and “riskless principal™ activities ina manner consis:
tent with the Timitations, methods, and procedures estabr
lished by the Bowrd in prior orders, as modificd to reflect
the status of Notificant as a forcign banking organization.’
In order to approve these notices, the Board also is
required to determine that the performance of the proposed
activitics by Notilicant can reasonably be expected 10 pro
duce public benefits that would outweigh possible adverse
cllects under the proper incident to banking standard of
section e 8) of the BHC Act® 'The public benelits in this
case are expected 1o include incrcased competition and
new services for Notificant's custonters, I every case
involving, a nonbanking acquisition by a bank holding
company under section 4 of the BHC Act, the Board
considers the financial coudition and resources ol the appli-
cant and its subsidiaries and the cffect of the proposal on
those resources that are not outweighed by public benelits
in this case.” In this case, the Board notes that Notificant
and its subsidiaries meet the relevant risk-based capital
stundards established under the Basle Accord, and have
capital equivalent to that which would be required of a
United States banking orpanization. In view of these and
other facts of record, the Board has determined that finan
cial factors are consistent with approval ol this proposal.
The managerial resources ol Notilicant also are consistent
with approval, Under the [rumework established in tiis and
prior decisions, consumination of this proposal is not likely
to result in any signilicantly adverse ceffects, such as undue
concentration of resources, deercased or unlair competi-
tion, conflicts ol interests, or unsound banking practices.

0. 1d.

7. See The Sunutomo Bank, Linited. 1] federal Reserve Bulletn
V3O (1991, Creditanstalt Bankverein, 11 Federal Reserve Bulletn
183 (1991); The Roval Bank of Scotland Group PLC, 16 Federal
Reserve Bulletin 866 (1990); Canadian Imperial Bank of Consierce,
et al, 16 Federal Reserve Bulletin 158 (1990), Aong, the pradential
limitations detatled more fully i these orders are that Company will
mamtain spectlic records that will ¢learty identify all “rishless princi
pal™ transactions, and that Company will not cngape o any “rishless
principal” fransactions for auy sccwition cartied in Qs mventory.
When acting as a “nishless prmcpal,” Company will ouly engage in
transactions in the secondany nuuket, and not at the order of
customer that is the ssaer of the securities o be sold; will not act as a
“riskless principal™ o any tansacton involving a security tor which
it makes a market; and wikl not hold atsell out as making a market
the securitios that 1t buys and sells as a v nishless prinerpal.” Morcover,
Company will not engage m Urishless prcipal” transactions on
behall ol its forcign allitiates that cnpage in securities dealing activi
ties outside the United States and will not act as “'riskless principalt™
for segistered mvestment contpany securities. Inaddition, Company
will not act as a “riskless principal™ with respect 1o any sectrthies of
investment companies that e advised by Notilicant or any of its
wltilintes, With regard (o provate pliacement activities, Notihcant has
committed that Company will nol prevately place registered mvest
meat company secutitis or secutities ol mvestment companies that
are advised by Notificant or any ol its afliliates.

812 0LS.CU§ I8A3CX8).

O, 12 CHRE 225245 The e Bank, Lisnited, 15 Federal Reserve
Builetin 94 (1989); Baverischie Verelnsbank AG, T3 Federal Reserve
Butiletin 155 (1987,



352 Pederal Reserve Bulletinl T April 1996

Based on the Toregoing and other facts ol record, and
subject to the commitments made by Notificant, the Board
has determined that the balance of public interest factors it
is required to consider under seetion 4(CH8) is lavorable.
Accordingly, the Board has determined that this notice
should be. and hereby is, approved, subject to all the terms
and conditions set forth in (his order, and in the regulations
and orders noted above, The Board’s deternination also is
subject o all the terms and conditions set Torth i its
Repufation Y. including those in secetions 2257 and
225.23(h), and to the Board’s authority to require modifica-
tion or terminaion of the activities of a bank holding,
company or any ol its subsidiarics as it finds necessary to
assure compliance with, and to prevent evasion of, the
provisions of the BHC Act, and the Board's regulations
and orders issued thereunder. The Board’s decision is
specifically conditioned on compliance with all the com-
mitments made in connection with this notice, including
those discussed in this order and the conditions set forth in
the Board repulations and orders noted above, These com-
mitments and conditions shiall be deemed 10 be conditions
imposed in wriling by the Board i connection with its
findings and decisions, and, as such, may be enforced in
proceedings under applicable law.

This transaction shall not be consutmmated fater that
three mounths alter the eflective date of this order, unless
such period is extended for good cause by the Board or by
the Federal Reserve Bank of New York, acting pursuant 1o
delegated authority.

By order of the Board of Governors, effective Febru-
ary 12, 1990.

Vating Tor s action: Chadiman Greenspan and Governors Lind-
sey. Phillips. and Yelen. Absent and not voting: Governor Kelley.

JENNIFER T, JOIINSON
Deputy Secretary of the Board

First Uition Corporation
Charlotte, North Carolina

Orcder Approving Notice to Lingage in Data Processing
Activities

First Union Corporation, Cliarlotie, North Carolina (" First
Union™), a bank holding company within the meaning ol
the Bank Holding, Company Act (“BHC Act™), has given
notice under section 4 ol the BHC Act (12 US.C.
§ [843(¢)(8)) and section 22523 of the Board’s Regula-
tion Y (12 C.ERC225.23) of its proposal to acquire up 1o
20 pereent the voting shares ol Internet, Tuc., Reston,
Virginia (hiternet™), and thereby continue (o cngage in
data processing and  transmission services pursuant (o
12 CORL 225.25(0)(7), and providing bank management
consulting advice 1o depository institutions pursuant to
12 COER. 225.25(h)(L1). This application would permit
First Union to retain shares of Internet it acquired through

its national providing bank subsidiaries and transfer those
shares to First Union.!

Notice of this proposal, affording interested persons an
opportunity to submit comments, has been published (01
ederal Register 1758 (1996)). The time for (iling coni-
ments has expired, and the Board has considered the notice
and all comments received in light of the factors set Torth
In section 4(¢)(8) of the BHC Act.

[First Union, with total consolidated assets ol $129 bil
lion, operates banks in Connecticut, Delaware, Florida,
Georgia, Maryland, New Jersey, New York, North Caro-
lina, Pennsylvania, South Carolina, Tennessee, Virginia,
and the District ol Columbia.” First Union engages it a
number of banking and nonbanking activities in (hese
states and nationwide.*

Section 4(e)(8) of the BHC Act provides that a banh
holding company may, with Board approval, engage in any
activity that the Board determines to be
to banking or managing or controlling banks as to be a
proper incident thereto™ The Board previously has deter-
mined by regulation that, subject to the limitations estab-
lished in Regulation Y, certain data processing and man-

so closely related

agement consulting activities are closely refated to banking,
lor purposes ol section 4c)(8) of the BHC Act and, there-
fore, are permissible Tor bank holding companices.” First
Union has conunitted that the proposed activities will be
conducted in conformity with the imitations established in
Regulation Y.

It order to approve this notice, the Board is required to
determine that the continued performance of the proposed
activitics by First Union can rcasonably be expected (o
produce benelits 1o the public that would outweigh possi
ble adverse clfects under the proper incident to banking,
standard of section 4(¢)(8) of the BHC Act.® The Board
expeets that this proposal would maintain or increase the
level of competition among providers ol those services.
The Board also anticipates that First Union’s proposed
activitics would result in enhanced efficiency and increased
convenience tor customers. Morcover, there is no evidence
in the record that consummation ol this proposal would
result in any significantly adverse elfects, such as undue
concentration of resources, decrcased or unlair competi-
tion, conllicts of interests, or unsound banking practices
that are not outweighed by the benelits of this proposal.
Accordingly, the Board has concluded that the balance of
the public interest factors it is required 1o consider under
the proper incident to banking standard ol section 4(c)(8)

. In January 1994, Taest Union received approval (o acquire up to
9.4 percent of the Internet’s voting shares (80 Federal Reserve Bulle
1in 263 (1994)). First Union acquired the additional shares through its
subsidiiny national banks (First Unton National Bank ol Virginia,
Romioke, Virgmia, acquired 4 pereent o October 1995, and st
Union acquired an addittonal 5.7 percent, when it acquired Vst
Fidelity Bank, N.A., Llkton, Maryland).

2, Asset data are as of December 31, 1995,

3. State deposit data are as of June 30, 1995,

412 USO8 1843te)8).

542 CUHRL225.25(0)(7) and (1),

6. 12 U.8.0. 8 1843(¢)(8).



of the BHC Act is favorable and consistent with approval
of this notice.

In every case involving a nonbanking acquisition by a
bank holding company under section 4 of the BHC Act, the
Board also considers the linancial condition and resources
ol the applicant and its subsidiaries and the effect of the

transaction on thosc resources. Based on all the fuacts of

record, the Board has concluded that the linancial consider-
ations are consistent with approval of this proposal.’

Based on the forepoing and all the facts ol record, the
Board has determined that this notice should be, and hereby
is, approved. The Board's approval is specificadly condi
tioned on compliance by First Union with all commitinents
made in connection with this notice and the conditions
refenied 1o in this order. 'The Board’s determination also is
subject o all the conditions in Regulation Y, including
those i sections 225.7 and 225.23(b)(3) (12 CAIR. 225.7
and 225.23(b)(3)), and to the Board's authorily 1o sequire
such modification or lermination ol the activities ol a
holding company or any of its subsidiarics as the Board
finds necessary 1o assure compliance with, or to prevent
evasion of, the provisions and purposes of the BHC Act
and the Board's regulations and orders issued thercunder.
The commitments and coaditions elied on by the Board in
reaching this decision are deemed 1o be conditions im-
posed in writing by (he Board in connection with its
findings and decision, and as such may be enforced in
proceedings under applicable law.

This transaction shall not be consummated later than
three months following the cffective date ol this order,
unless such period is extended for good cause by the Board
or by the Federal Reserve Bank of Richmond, acting
pursuant to delepated authority,

By order of the Board ol Governors, eflective Tiebru-
ary 26, 1996,

7. The Bowd  has recerved comiments  from Tiner City
Press/Comununity on the Move (UProtestant ™) obyecting (o Lirst
Union’s management in light of reported investipations by the Secuti-
ties and Exchange Commission with regand (o Fiest Union and a
passive mvestor, Banco Santander. Protestant’s conmients regarding
First Union’s managemient were caretally considered by the Board in
connection with the proposal by First Union to acquire Society First
Fedetal Sivings Bank, Foirt Myers, Flonda ("Society FSB”). In
addition, Protestant objects to Uhis notiee o the basis that First Union
failed (0 notily the Bowd of its increased ownership of Internet. The
Board has reviewed the circumistances suttounding the acquisition of
the additional Internet shates and notes that in this application, 17ist
Union seeks approval (o retinn the shares ol Internet. Based on these
and all the other tacts of record, mcluding eview ol relevant reports
of exanunation and the findings explamed in the Society FSRK Order,
which are incorpotated herein by reference, the Board believes that
managenal lactors are consistent with approval ol this proposal. The
Board also notes that Protestant’s conmments relating to First Union's
performance under the Commumty  Reinvestient Act (12 ULS.CL
§ 2901 et aeq.) (CCRAY are not relevant o the {actors required (o be
considered in an application under seetion A(e)8) of the BHC Act to
acquire i nondepository conipany beeause the CRA by its terms does
not apply to such applications. See The Mitsur Bank, Lid., 76 Federal
Reserve Bullegn 3810 (1990), 'The Boad, however, reviewed Protes-
tant’s allepations reparding the CRA record of First Union in connec
tion with the review ol st Umon’s proposal 1o acquire Society FSB.
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Votmg tor this action: Chainman Chieenspan, and Governors Kelley,
Lindsey, Phillips, and Yellen.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

First Union Corporation
Charlotte, North Carolina

Order Approving Acquisition of « Savings Assoctation

First Union Corporation, Charlotte, North Carolina (" First
Union™), a bank holding company within the nicaning off
the Bank Holding Company Act (“BHC Act™), has given
notice under scction 4 ol the BHC Act (12 ULS.CL
§ 18431¢e)(8)) and section 22523 of the Board™s Regula-
tion Y (12 CLIER. 225.23) ol its proposal to acquire all the
voting shares of Sociely First Federal Savings Bank, Lort
Myers, Florida (" Socicty FSB™).!

Notice ol this proposal, alfording interested persons an
opportinity to submit comments, has been published (61
Federal Register 1758 (1996)). The tiine for filing com-
ments has expired, and the Board has considered the notice
and all conuments received in light of the factors set lorth
i section He)(8) of the BHO Act.

‘The Board has determined that the operation ol a suvings
association by a bank holding company is closcly related o
banking for purposcs of section 4(e)(8) of the BHC Act.”
The Board requires savings associations acquired by bank
holding companies o conform their direet and indirect
activities to those permissible for bank holding companics
under section A(e)8) of the BIC Act and Regulation Y.
First Unionn has commitied to conform all activities ol
Sociely FSB to those requirements.?

First Union, with total consolidated assets ol $129 bil-
lion, operates banks in Connecticut, Delaware, Tlorida,
Georgia, Maryland, New Jersey, New York, North Caro
lina, Peansylvania, South Caroling, ‘Tennessee, Virginia,
and the District of Columbia.' First Union is the sccond
largest commercial depository institution in Florida, con-
trolling $26.7 billion in deposits, representing approxi-

I Tollowing the acyuisttion of Socicty FSB and approval by the
Office of the Comptroller of the Currency (COCC™), First: Union
proposes to merpe Society F'SB with and into its subsidiary bank, First
Umon National Bank of Horida, Jachsonville, Florida CIUNB-1"),

2. 8ee 12 CER225.25(h)9).

3. Fast Umon has commtted  that all unpermissible real estate
activitios will be divested or terminated withim two yewrs of consuim
mation of the proposal, that no new impermissible projects or invest-
ments will be undertaken during (his period, and that capital adequacy
guidelines will be miet, excluding specified real estate investiments,
Lirst Union also has committed thal any tmpenmissible securities or
insurance activities conducted by Society FSIB will cease on or belore
CONSUNINALon.,

First Uinion also has comnutied to divest Soctety FSB'S interest in
Florida Informanagement Services, Ine. (C7FES™), which is o company
engaged in diti processing activities, within two years ol consumima
tion of this proposal, pending consideration by the Board of First
Union’s notice to acquire 1S,

4. Axset dati e as of December 31, 1995,
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mately 15.5 percent of total deposits in depository institu-
tions in the state.” Society FSB is the [7th largest
depository institution in Florida, controlling $1.1 billion in
deposits, representing less than one percent of total depos-
its in depository institutions in Florida.® On consummation
ol this proposal, First Union would remain the second
largest deposilory institution in the state, controlling depos-
its ol $27.8 billion, representing approximately 16.2 per-
cent of total deposits i depository institutions in the state.

Competitive Considerations

Under section 4(¢)(8) ol the BHC Act the Board is required
o consider whether a proposal is likely to result in any
significantly adverse effects, such as undue concentration
ol resources or unfair conpetition, conflicts of mterests, or
unsound banking practices, First Union and Society ISB
compete directly in four banking markets in Florida.” Con-
summation of this proposal would not result in concentra-
tion levels in those markets that would exceed the thresh-
old standards of market concentration as measured by the
Herfindahl Thrschman Index (“HHT) under the Depart-
ment ol Justice merger guidelines.® After considering First
Union’s share of total deposits in depository institutions” in
the market (“market share™), the change in concentration

5. State deposit data are as of June 30, 1995,

6. Depository institutions include commercial banks, savings banks,
and savings associations,

7. These banking markets ae Fort Myers, Naples, Polk County, and
Panta Gorda, all m Flotida, The Inner City Press/Community on the
Move (CProtestant” ) maintains that the increase in concentration and
i Lirst Unions shane of deposits that would result from this proposal
would adversely allect competitton m these banking markets.

8. Market data are as of June 30, 1995, Under the revised Depant-
ment of Justice: Merger Guidelines, 49 Federal Register 26 823
(June 29, 1984y, a marhet in which the post-merger T is over [800
is considered to be highly concentrated. In such markets, the Justice
Department s fikely to challenge a merger that increases the HHI by
wore than 50 points, The Justice Department has imfonmed the Board
that a bank merger or acquisition geneally will not be challenged (in
the absence of other factors indicating anticompetitive eflects) unless
the post merger HI is at least 1800 and the merper mereases the HEE
by more than 200 points, The Justice Depattment has stated that the
tigher than normad HHI theesholds for screening bank mergers for
anticompetitive eflects implicitly recognize that the competitive el-
tects ol limuted-purpose fenders and other non-depository  linancial
entities,

9. Marhet data before consunimation are based on caleulations in
which the deposits of thidt institutions are included at 50 percent. The
Board previousty has indicated that thrilt institutions have become, or
have the potential (o become, major competitors of commercial banks.
See Mudwest Financial Group, 75 Federal Reserve Bulletin: 380
(1989, National City Corporation, 70 Federal Reserve Bulletin 743
(1984). "T'hus, the Board has regularly included theitt deposits in the
calculation of market share on a 50 pereent weighted basis. See, e.g
First Hawaidian Ine.TT Federal Reserve Bulletin 52 (1991, Because
the deposits ol Society FSB would be controlled by a commercial
banking orgamization alter constmmation ot the proposal, they have
been included at 10O pereent in the caleulation of the market share off
First Unton atter consumniation of this proposal. See Norwest Corpo-
ration, 18 Federal Reserve Bulletin 452 (1992, First Banks, Lie , 76
Federal Reserve Bulfeiin 669, 670 n.9 (1990),

as measured by the HHEL' the number of competitors that
would remain in these markets, and all other facts of
record, the Board concludes that consummation of this
proposal would not result in any signilicantly adverse
cffects on competition or the concentration of banking
resources in any relevant banking market.

Convenience and Needs Considerations

In acting on an application to acquire a savings association
under section 4 of the BHC Act, the Board reviews the
records of the relevant depository institutions under the
Community Reinvestiment Act (12 U.S.C. § 2901 er seq.)
(“CRA”).Y The CRA requires the federal financial super-
visory agencies to encourage financial institutions to help
mect the credit needs of the local communitics in which
they operate, consistent with their safe and sound opera-
tion. "To accomplish this cud, the CRA requires the appro-
priade federal supervisory authority to “assess the institu -
tion’s record of meeting the credit needs ol its entire
community, including low- and moderate-income neigh-
borhoods, consistent with the safe and sound operation of
such institution,” and to take that record into account in its
evaluation of bank holding company applications.!”

The Board received comments from Protestant criticiz-
ing the CRA performance record of First Union and main -
laining that First Union’s branch closing and fee policies
present adverse considerations under the CRAL In partic-
ular, Protestant contends that First Union’s past practices
indicate that a substantial number of Society FSB's
branches would be closed to the detriment of low- and
moderate-income areas. Protestant also maintaing that Fiest
Union’s recently announced policy o charge a fee for
inquiries about balances and other information to account

10, Upon consummation of the proposal, the 1 for the four
Flovida banking markets would increase as follows: in ort Myers
(379 points to 1698), in Naples (91 points to [638), in Polk County
(52 points 1o 1576), and in Panta Gorda (72 poiats to 1542). Afte
consummation, First Union’s relative size and market share m cach
market would be as follows: Fort Myers (the largest with 281 pereent
market share); Naples (second largest with [8.9 percent market share);
Polk County (sccond largest with 193 pereent market share); and
Punta Gorda (fourth largest with 16.3 pereent market share).

11 "The Board previously has determined that the CRA by its terms
generally does not apply to applications by bank holding companies to
acquire nonbanking companies under section d(e)}8) ol the BHC Act.
‘Fhie Mitsui Bank, Lid | 76 Federal Reserve Budlerin 381 (1990). 'I'he
Board also has stated that, unlike other companies that may  be
acquired by bank holding companies nnder section 4(¢)(8) of the BHC
Act, savings associations are depository institations, as that tei is
defined in the CRA, and thus acquisitions of savings associations are
subject 1o review under the express terms of the CRAL Norwest
Corporation, 16 Federal Reserve Bulletin 873 (1990).

12,12 US.C.§ 2903,

13, Protestant also contends that a number of Society FSB employ-
ces would lose their jobs as a result ol this proposal. Although First
Union has not indicated the number, 1f any, of jobs that will be
climinated as o result of this proposal, the record indicates that in
previous cases, First Union has taken several steps (o minimize
adverse effects on employees. ‘These steps include outplacement ser-
vices to displaced workers and giving cmiployees priority consider-
ation tor other openings at Fiist Union.



holders who do not maintain a minimum  balance would
primarily disadvantage low-income account holders in
New Jersey, New York, and Connecticul.

T'he Board has carclully reviewed the CRA performance
records of First Unijon, its subsidiary banks, and Society
ESB, and all the comments received on this application,
responses Lo those comments submitted by First Union,
and all other relevant facts of record in light of the CRA,
the Board’s regulations, and the Statement ot the Federal
Financial Supervisory Agencies Regarding the Community
Reinvestment Act (“Agency CRA Statement™). '

The Board recently reviewed the CRA - perlormance
record of Figst Union i light ol similar issues raised by
Protestant and other commenters in the context of another
application.'> In evaluating that proposal, the Board care-
fully considered First Unionw’s CRA performance record
and, in particular, the record ol its lead subsidiary bank,
First Union National Bank of North Carolina, Charloqte,
North Carolina (“FUNB-NC™),

FUNB-NC received an “outstanding” rating from its
primary lederal supervisor, the OCC, at its most recent
publicly available cxamination for CRA performance in
April 1994, and First Union's remaining seven subsidiary
banks,'® received “satisfactory” ratings from the OCC in
the most recent examinations ol their CRA performance,
including its subsidiary bank in Florida, First Union Na
tional Bank of Florida, Jacksonville, Florida (“FUNRB-
LYY Bxaminers also Tound that adl of First Union’s banks
were in compliance with applicable antidiscrimination laws
and regulations and that none ol the bauks engaged in
practices that would discourape individuals [rom applying
for credit.!®

The 1994 CRA performance examinations for both
FUNB-NC and FUNR-ET, found that geographic distribu-

tion ol credit throughout the delincated communities of

both banks were rcasonable and that management ol both
banks developed policies and procedures to identify and
address customer needs, including adjusting, its normal
business hours. First Union’s CRA plans and related lend-
ing activitics were developed locally by its subsidiary
banks to incorporate the unique credit needs of particular
communitics. For example, First Union has several special-
ized fending programs designed to improve its lending (o
low- and moderate-income communities. [n particufar, the
1994 FUNB-NC Examination found that the bank oflered

V4. 54 Fedesal Register 13,742 (1989).

I5. See Virst Union Coiporation, 81 Federal Reserve Bulletin 1143
(1995) C*Furst Unionllis st Iidelity Order ™).

16. The OCC conducted a jomt CRA exammation of all of First
Unton’s subsidiary banks in Apiil 1994,

17. In May 1995, Society FSB ulso reccived a “satistactory™ CRA
performance rating from the Oflice of "Fhiitt Supervision, its primary
federal supervisor.

18, "The OCC’s exammers noted that Fist Unton and its bank
subsidiaries had inplemented a comprehensive program to promote
compliance with fair lending laws and regolations and to promolte
consistent treatmient of alf eredit applicants, Bxaminers wlso noted that
Lirst Union’s compliance cltotts were penodically assessed through
internal reviews by its managenient.
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the Affordable Home Mortgage Loan, a specialized prod-
uct that oflered fexible erins, such as higher-than-normal
debt-to-income requirements and lower dowi payments,

FUNB-NC also participated, directly or through Iirst
Union Mortgage, in government-insured loan programs,
including programs sponsored by the Small Business Ad-
ministration, the Farmers Home Administration, Tederal
Housing Administration, and the Velerans Administration,
First Union’s subsidiary barks also engaged in other small
business fending activity. Tor example, in July 1993,
FUNB-NC introduced a progrant for siall business owii-
ers 1o borrow wmounts up o $ 100,000, All of First Union’s
subsidiary banks also participated and invested in local
community development projects. b light of these and
other lacts discussed in detail in the First Unionllirst
Iidelity Order, winch are incorporated by relerence, the
Board concluded that the CRA performance record of 1irst
Union was consistent with approval ol the applications
under the BHC Act.

Protestant alleges that First Union’s fees in general and
its recently announced phone and teller fees, illepally dis-
criminate against low- and moderate-income individuals, ™
The Board notes that First Unjon ofters a full range of
credit products and banking, services that assist in meeting
the credit and banking needs ol low- and moderate- income
individoals, including products to provide loans in small
amounts 1o low- and moderate-income individuals, no-
minimum-balance  checking  accounts  for low-  and
moderale-income customers that allow ten fice posted
checks per statement period, and overdraft protection for
small business owners. First Union has afso stated that it
would not impose lees for “chargeable inquiries,” such as
inquirics about account balances and information on out-
standing cheeks on customer accounts nol maintaining a
minimum balance i urban conununitics with low- and
moderate-income census tracts served by the former Hiest
Iidelity banks in New Jersey, New York, and Connecticut,
including the Bronx. There is no evidence in the record of
this application that the fees charged by First Union are
based on any factor that would be prohibited under law.

19, Protestant also contends that the allegations of *price disciimi-
nation,” whicl were reviewed in the Firse Uweondfirst Fiddelity Order,
should be reconsidered in this application becanse First Union would
increase its market share in Florida, Those allegations were based on
information provided by a commenter on the First Unon/list Fidelity
application, that alleped that customers outside First Union’s home
state of North Carolina, patticubuly in Flovida, paid higher fees lor
cettain serviees than Fiest Union's North Caolina customers, The
Board reviewed this matter ciucelully in the £irse mon/livst Fidelity
Order and adopts the reasons and findings on this matter explained in
the First Union!tirst Fidelity Order. 'The Board has also considered
the facts of record developed in thes case, including (he fact that there
is no evidenee ol diserinnoation on an ilegal basis and that there are
numetous other depositony institution competitors. As explained
above, the Boawd concludes that First Unon would not, as a result off
this acquisition, pain o dominant position in any Florida bankmy,
nurket that could support anticompetitive pricing by First Unon, The
Baoard also notes that the Depattinent of Justice has full statatory
authority to investipate and redress any illepal pricing practices that
Protestant can substantiate.
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While the Board has recognized that banks help serve the
banking needs of their communities by making basic bank-
ing services available at a nominal or no charge, the CRA
does not cequire that banks lanit fees for serviees.

First Union has indicated that any branches ol Society
that arce closed would be subject to its branch closing
policy, which was carelully reviewed in the lirst Union/
First Fidelity Order. First Union’s subsidiary banks have
adopted a branch closing policy that provides for objective
determinations ol branches 10 be closed, consideration of
alternative solwtions, examination of options 10 minimize
potential adverse elicets and inconvenience on the commu-
nitics, and suflicient advance notice to communities. The
policy also specifies that il an action aflects a low- and
moderate-income community, additional analyses, commu-
nity contacts and/or review ol needs ascertainment calls
are appropriate. Liach subsidiary bank’s branch closing
policy was reviewed as part ol its CRA pertformance evalu-
ation by the OCC and found to be satisfactory.”®

The Board has carclully reviewed all the facts of record
in considering the CRA performance records of First Union
and Socicty FSB. Based on these facts, including informa-
tion provided by the Protestant and First Union and the
facts and review in the Firse Unionllirst Fidelity Order,
which are incorporated by reference in this order, the
Board concludes that considerations relating to the CRA
are consistent with approval.

Other Considerationy

The Board also concludes that the financial and managerial
resources of Flest Union and Society FSB are consistent
with approval ol this proposal.”!

The record also indicates that consummation of this
proposal would result in a broader hinancind network

20. Protestant has requested that the Board deny this application as
ntormationally incomplete or, in the aliernative, delay this proposal
until First Union provides information regding Society FSB
branches that would be closed. As explained above, the Board has
evaluated First Union’s branch closing policy and believes that the
policy is adequate. The Bowd is required under applicable law and its
processing procedures o act on applications submitted under the BHC
Act within a spectfied time. Based on all the Tacts of record, including
repotls ol examinatton and other information trom egulatory agen-
cies, the Board concludes that the recond is suflicient 1o act on this
proposal at this time, and that delay or demal of this proposal on the
grounds of informational insuMiciency 1s not warranted.

21, Protestant maintains, based on several media sources, that
mnvestigations by the Securities and Exchange Commission ("SEC™)
mto insider trading violations by Banco Santander, a passive mvestor
in tirst Union, and into alleged violations ol standard practices m the
sale of mutual funds by a brokerage subsidiary ol Fust Union’s
subsidiary national bank wartant denial or delay of this application
until the Bowd can conduct its own investigation ol the alleged
matters currently under consideration by the SEC, Based on all the
fucts of record, mcluding confidential information trom the relevant
supervisory agencies, the Board does not believe that the reports cited
by the Protestant warrant dental ol this proposal. The Board and the
OCC, the priny supervisor ol Fust Union’s subsidiary banks, also
retam sullicient supervisory authority o address any improper prac-
tices that are substantiated.

through which First Union could serve its customers in
Florida. In addition, former Society I'SB customers would
have increased services, including special lending and leas-
g programs, corporate banking products, trust services,
and investment management services, and access to First
Union’s extensive banking network in Florida, The Board
also finds that consummation ol this proposal is not likely
to result in any significantly adverse eflects, such as undue
concentration of resources, decreased or unfair competi-
tion, conflicts ol interests, or unsound banking practices
that would outweigh the public benefits of this proposal.
Accordingly, the Board has determined that the balance of
public interest factors it must consider under section 4(c)(8)
of the BHC Act s favorable and consistent with approval.

Based on the foregoing and all the facts ol record, the
Board has determined that this notice should be, and herehy
is, approved. The Board’s approval is specilicatly condi-
tioned on compliance by First Union with all commitiients
made in connection with this notice. The Board’s determi-
nation is also subject to all the conditions in Repulation Y,
including those in scctions 2257 and 225.23(b)(3)
(12 C.ER. 2257 and 225.23(b)(3)) and to the Board’s
authority to require such modification or termination of the
activities of a holding company or any of its subsidiarics as
the Board finds necessary to assure compliance with, or to
prevent evasion ol the provisions and purposes of the
BHC Act and the Board’s regulations and orders issued
thereunder. The commitiments and conditions relied on by
the Board in reaching this decision are deemed o be
conditions imposed in writing by the Board in connection
with its findings and decision, and as such may be enforced
in proceedings under applicable law,

The transaction shall not be consumniated later than
three months following the cliective date ol this order,
unless such period is extended for good cause by the Board
or by the Federal Reserve Bank of Richmond, acting,
pursuant to delegated authority.

By order of the Board of Governors, elfective Febru-
ary 26, 1996.

Voting for this action: Chainman Greenspan, and Governots Kelley,
Lindscy, Philhps, and Yellen,

JENNIFER J. JOHNSON
Deputy Secretary of the Board

HSBC Holdings plc
London, England

HSBC Holdings BV
Amsterdam, The Netherlands

Order Approving a Notice to Engage in Underwriting
and Dealing in Bank-lneligible Securities on a Limited
Basis, and Certain Other Nonbanking Activities



HSBC Holdings ple, London, England, and HSBC Hold-
ings BV, Amsterdam, ‘The Netherlands (together, " Notiti
cants™), bank holding companies within the meaning of the
Bank Holding Company Act ("BHC Act™), have requested
the Board's approval under scetion 4(e)(8) of the BHC Act
(12 0.5.C. § 1843¢eX)®)) and scection 22523(a) ol the
Board’s Regulation Y (12 CUERD 225.23(a)) (o enpage
de novo i the lollowmg activities through their wholly
owned subsidiary, HSBC Sccurities, Inc., New York, New
York (“"HSBC Sccurities™):!
(1) Underwriting, and dealing in, to a hmited extent, all
types of debt and equity sceurities, other than ownership
interests in open-cnd investment compianies;
(2) Trading Tutures, options on futures, and options
based on ULS, povernment securities, certificates ol de-
posit and other money macket instrunents that are per-
mitssible investments lor national banks, and non U.S.
sovereign debt securities; and

(3 Acting as agent in the syndication ol Toans.

Notificants propose to conduct these activities worldwide.

Notice of this proposal, alfording interested persons an
opportunity to submit conunents, has been published (61
Federal Register 1936 (1996)). The time Tor filing com-
ments has expired, and the Board has considered the notice
and all conunents received in light of the factors set Torth
in section 4(¢)(R) ol the BHC Act.

Notificants, with consolidated assets equivalent to ap-
proximately $344 billion, provide a wide range of banking,
financial, and related services worldwide through various
subsidiarics and alfiliated companics.” Notiticants own Ma-
rinc Midland Bank, Butlalo, New York, which has deposits
of approximately $16.0 billion. In addition, Notificants’
Hong Kong banking subsidiaries, The Hongkong and
Shanghai Banking Corporation Limited and Hang Seng
Bank Limited, maintain branches in Los Angeles and
San Francisco, California; Chicago, Hlinois; New York,
New York: Portland, Oregon: and Seattle, Washington; and
an ageney in Houston, Texas. Midland Bank ple, London,
England, a banking subsidiary ol Notilicants, maiutains a
branch in New York, New York.

HSBC Sceuritics is a broker dealer repistered with the
Sceurities and Tixchange Conumnission C*SEC”) and is a
imember of the National Assoctation ol Sceurities Dealers
("NASD™). Accordingly, HSBC Sceurities is subject 1o the
recordkeeping, reporting, liduciary slandards. and other

I Notificants recently mierped their wholly owned subsidiary. James
Capel, Inc., New York, New York, into THISBC Sccurities. HSBC
Sceurities is cutrently engaged ina number of nonbanking activities,
including securities rokerage, underwriting and deating in bank-
chigible scewities, and trading toreign exchange for nonhedgmyg pur-
poses, See HSBC Holdings ple, 81 Federal Reserve Bulletin 728
(1995); The Hlong Kong Shanghai Banking Corporation, 12 Iederal
Reserve Bulletin 345 (1980); The Hong Kong Shanghal Banking
Corporation, 75 Federal Reserve Bulletin 217 (1989),

2. Asset datacare as of June 30, 1995, and use exchange rates then in
eflect. Deposit data ae as of December 31, 1995,
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requirecnients ol the Sceurities Uxchange Act ol 1934
(15 US.C.T8a ef seq.), the SEC, and the NASD.

The Board previously has determined by regulation and
order that the proposed lending and derivatives trading
activitics are closely related to banking and permissible for
bank holding companics under section 4(c)(8) of the BHC
Actl.® Notificants have stated that HSBC Securitics would
conduct these activities in accordance with the Himitations
previously imposed by the Board.

Underwriting and Dealing in Bank-Ineligible Securities

T'he Board also has deterniined that, subject to the pruden-
tial framework ol fimitations established in previous deci-
sions 1o address the potential for conflicts ol iuterests,
unsowd banking practices, or other adverse effects (“sec-
tion 20 lirewalls™), the proposed activities of underwriling,
and dealing in bank-incligible sccurities are so closely
related Lo banking as (o be o proper incident thereto within
the meaning of scction Hc)(8) of the BHC Act.t Notili-
cants have committed that HSBC Sccurities will conduct
the proposed underwriting and dealing activities using, the
same methods and procedures and subject to the prudential
limitations established by the Board in the Scetion 20
Orders.,

The Board also has determined that the conduct ol these
seearities underwriting and dealing activities is consistent
with section 20 ol the Glass Steagall Act (12 U.S.C
§ 377, provided that the contpany engaged in the activities
derives no more than 10 percent of its 1otal gross revenue
from underwriting and dealing in bank-incligible securitics
over any two-year period.® Notificants have committed that

3o 8See 12 CHR22525(0)(1); Swiss Bank Corporation, 81 Eederal
Reserve Bulletin 182 (1995).

4. See Canadian hperial Bank of Conunerce, et al., 16 Federal
Reserve Bulletin 158 (1990); L. Moigan & Co. Incorporated, et .,
75 Federal Reserve Bulletn 192 (1989), «f"d sub nom Sccuritios
Tucdustrios Ass'nov. Board of Governors of the Federal Reserve Svstem,
D00 1°2d 360 (D.C, Cu. 1990, Citicarp, et al 73 Federal Reserve
Bulletin 473 (1987), aff "d sub nom. Securities ndustry Ass'n v, Board
of Governors of the Federal Reserve System, 839 122d 47 (2d Cir
1988), cert. demed, 486 1S, 1059 (1988) (collectively, “Section 20
Orders™).

5. See Seetion 20 Orders. Compliance with the 10-percent 1evenue
litation shall be calculated in accordance with the method stated m
the Section 20 Orders, as modilied by the Order Approving Modifica-
tions to the Section 20 Orders, 75 Federal Reserve Bulletin 751
(1989); the Order Approving Modifications 1o the Section 20 Orders,
79 Federal Reserve Budlerin 226 (1993); and the Supplement 1o Order
Approving Modifications to Section 20 Orders, 19 Federal Reserve
Bulletine 360 (1993} (collectively, “Maodification Orders™). ‘T'he Board
notes that Notiticants have not adopted the Board™s alternative
indexed-revenue test to measure compliance with the 10-percent Hini
tation on bank-inchigible sceurities activities, and, absent such elec-
tion, will continue to employ the Board™s oviginal 10-percent ievenue
test. The Board also notes that FISBC Seceurities may ¢ngape
activities that are necessary incidents o the proposed underwriting
andl dealing, activitics, provided they are treated as part of the bank
mehgible securities activities, unless TISBC Secutities reecives spe-
cilic approval under section HC8) of the BIC Act o conducet the
activitics independently. Untl such approval is obtained, any revenues
from the incidental activities must be counted as ineligible 1evenues
subject to the 10 percent revenue Tunitation.
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HSBC Securities will conduct its underwriting and dealing
activities in bank-incligible sceurities  subject to the
10-percent revenue test.

Financial Factors, Managerial Resources, and Other
Considerations

In order to approve this notice, the Board also must deter-
mine that the proposed activities “can reasonably be ex-
pected to produce benelits to the public, such as greater
convenicnee, increased competition, or pains in efficiency,
that outweigh possible adverse cfiects, such as undue con-
centration of resources, decreased or unlair competition,
conflicts of interests, or unsound banking practices.” In
evaluating these factors under section 4(¢)(8) of the BHC
Act, the Board considers the financial and managerial
resources ol the notiticant and its subsidiaries and the cftect
the transaction would have on such resources.” The Board
notes that Notificants” capital ratios satisfy applicable risk-
based standards established under the Basle Accord, and
are considered cquivalent to the capital levels that would
be required of a ULS. banking organization. 'The Board also
has reviewed the capitatization of Notificants and HSBC
Securities in accordance with the standards set forth in the
Section 20 Orders. Bascd on all the facts of record, inclwd-
ing Notificants’ projections of the volume of underwriting
and dealing in bank-incligible sccurities that would be
performed by HSBC' Sccurities, the Board concludes the
capitalization of Notiticants and HSBC Sceuritics is consis-
tent with approval. On the basis of all the facts of record,
including the foregoing, the Board has concluded that
financial and managerial considerations are consistent with
approval of this notice.

Notiftcants and HSBC Sceurities have substantial experi-
ence in trading bank-cligible securities and derivative prod-
ucts. HSBC Sccurities, as a primary dealer, currently en-
gages in a significant volume ol dealing in U.S. government
securitics for its own account, and has broad experience in
trading and monitoring bank-cligible sceurities positions,
HSBC Securities has gained substantial experience in trad-
ing derivative products based on bank-cligible securities in
connection with its primary dealer activitics. Morcover,
Notilicants have extensive, worldwide cxperience in trad-
ing futures, options, and options on futures contracts based
on financial instruments,

The Board has reviewed the risk management policies,
procedures, systems and controls to be used by HSBC
Securities in conducting and monitoring the proposed ac-
tivities. "These policies and risk management systems
should help in minimizing the likelihood of significant
losses that could result from the activities that arc the
subject of this notice,

0. 12 1L8.C.§ 1843(¢)(8).

7. See 12CEFR. 22524, See also The i Bank, Limited, 75
lederal Reserve Bulletin 94 (1989); Baverische Vereinshank AG, 73
Federal Reserve Bulletin 155 (1987).

For example, HSBC Sccuritics has instituted  internal
controls to restrict the credit risk, market risk, and opera-
tions risk associated with Tutures and options trading. Noti-
ficants would establish credit exposure limits for HSBC
Securities. The Credit Manager of HSBC Sccurities would
manage and monitor the company’s exposure to credit
risk.®

Market risk at FISBC Securities is controlled by impos-
ing exposure limits for cach business unit and for the
portfolio as a whole. The HSBC Securitics board of direc-
tors formally adopts market sensitivity timits and stop loss
limitations for the company, which are set forth in HSBC
Securtties’s Market Risk Limit Mandate. Fach trading desk
is subject to specific exposure limits, and trading desk
managers sel trading limits that restrict each trader’s au-
thorily to open ot close positions.

Operations risk is mitigated by comprehensive review
and monitoring procedures, including independent verifica-
tion of trade data and compliance with trading limits, as
well as the hiring ol experienced operations stafl and the
implementation ol detaited recordkeeping procedures and
systems. Monitoring and enforcement of HSBC Securi-
ties’s risk management policies and procedures would be
facilitated by computer systems that would report all posi-
tions on a real-time basis.

Senior management and internal auditing personnel
would be closely involved with monitoring the conduct of
the proposed derivatives trading activities. HSBC Securi-
tics’s Risk Management Unit would oversee direetly all the
proposed trading activities. Trading managers would be
responsible for monitoring intra-day compliance with es-
tablished trading limits and the Risk Management Unit and
senior management would review daily reports oft HSBC
Sccurities’s positions.,

As a registered broker-dealer, HSBC Sceuritics would be
required to comply with the SEC’s net capital rule.” Notifi-
cants anticipate that HSBC Sccurities’s position in deriva-
tive instruments would be small in comparison with its
primary dealer operations.

8. Lixchange-traded derivatives transactions of HSBC Securitics
would be exccuted and cleared by HSBC Futures, Inc., New York,
New York (“HSBC Futures”). HSBC Futures also provides futures-
related  setvices to unafliliated parties. [n order to minimize any
potential contlicts of interests that could result from the refated activi-
tics of HSBC Securities and HSBC Futures, Notificants have commit-
ted that HSBC Futwres will disclose to its customers its afliliate
relationship with HSBC Securities, and the fact that HSBC Sccurities
trades futures, options, and options on futuies contracts for its own
account. This disclosure will occur both at the beginuing, of the
customer relationship and upon confirmation of any order. [n addition,
Notificants have committed that HSBC Futures will not share non-
public customer information with HSBC Secuiities without the ¢x-
press writlen consent of the customer, and that in any case in which
HSBC Futures knowingly executes a transaction to which HSBC
Securities is a parly, it will make prior disclosure of that fact to its
customer and obtain (he customer’s prior consent to the arrangement.
See The Dai-lehi Kangyo Bank, Limited, 80 Federal Reserve Bulletin
148 (1994).

Y. See 15 CER. 240.15¢3 1.



Under the framework established in this and prior deci-
sions, consummation ol this proposal is not likely to resull
in significantly adverse eflects. such as undue concentra-
tion ol resources, decrcased or unfaic competition, conllicts
ol interests, or unsound banking practices.'® The Board
also cxpects that HSBC Sceurities’s engaging in the pro
posed activities de novo would enhance market competi-
tion and provide greater convenience to HSBC Securities’s
customiers. On the basis of the forepotng and all the other
facts of record, the Board has concluded that the batance of
public interest Tactors it is required to o consider under
section 4(¢)(8) of the BHC Act is favorable, and, therefore,
that the proposed activities constitute a proper incident o
banking within the mcaning ol the BHC Act.

Accordingly, and [or the reasons set Torth i this order
and in the Scction 20 Orders, the Board has concluded that
Notificants” proposal (o cugage through TISBC Securities
it the proposed activities is consistent with the Glass
Steagall Act, and that the proposed activities are so closely
related to banking as to be proper mcidents thereto within
the meaning of section 4(e)8) of the BHC Act, provided
that Nolilicants limit HSBC Sccurilies’™s activities as speci-
licd in this order and the Section 20 Orders, as modified by
the Modification Orders.

On the basis of the record, the Board has determined (o,
and hereby does, approve (this notice subject to all the
terms and conditions discussed in this order and o the
Scction 20 Orders as modilied by the Maodification Orders.
The Board’s approval ol this proposal extends only to
activities conducted within the limitations of those orders
and this order, including, the Board’s ieservation ol author
ity to establish additional limitations to ensure that HSBC
Securities’s activities are consistent with salety and sound-
ness, conllicts ol interests, and other relevant consider-
ations under the BHC Act. Underwriting and dealing in
any manner other than as approved in this order and the
Seetion 20 Orders (as moditied by the Moditication Or-
ders) s not authorized for HSBC Securities.

The Federal Reserve Bank ol New York has reviewed
the operational and managerial infrastructure of HISBC
Securities, including, its computer, audit, and acconnting
systems, and internal riskh management procedures and
controls, The Reserve Bank has determined that TISBC
Sccurities has established an operational and managerial
infrastructure for underwriting and dealing in all types ol

10, "The Bowrd notes that in order to addiess potential conflicts of
interests arising lrom HSBC Seeunties’s conduct ol Tull service bro
hewage activites topether with underweiting and  dealing in bank
ineligible secutities, Notificants have comuntted that HSBC Securities
will inform its customers at the commencement of the relationship
that, as a peneral matier, HHISBC Sceutitios may be a princeipal or may
be engaged in undenwiiting with respect to, o may purchase fronn an
alliliate, those securities for which broherape and advisory services
we provided. In addition, at the time any broherage onden s taken, the
custonmicr will be informed (usually otally) whether HSBC Scewmrities
is acting as agent or principal with respect o aseenrity. Confirmations
sent (o customers also will state whether HSBO Securities s acting as
agent ot principal. See PNC Iancial Corp o 15 Federal Reserve
Bulletin 396 (1989).
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debt and equity securities that is adequate to ensure compli
ance with the requiretients ol this order and the Section 20
Orders. On the basis ol the Reserve Bank’s review and all
the facts of record, meluding the steps taken and the
policies and procedures implemented by Notificauts and by
HSBC Sceurities in connection with this notice and in
response 10 the infrastructure review, the Board has deter
mined that TISBC Sccuritics has in place the managerial
and operational inlrastructure and other policies and proce-
dures necessary o comply with the requirements ol the
Section 20 Orders and this order. Accordingly, HSBC
Securities may commence underwriting and dealing in all
types ol debt and cequity seeurities as permitied by and
subject to the conditions of this order.

T'he Board's determination is also subject to all the tenus
and conditions set forth in Regulation Y, including those in
seetions 2257 and 225.23(p), and 1o the Board’s authority
(o require modification or fermination of the activitics of a
bank holding company or any of s subsidiarics as the
Board linds necessary 1o assure compliance with, and to
prevent evasion ol the provisions ol the BHC Act and the
Board’s segulations and orders issucd  thercunder, The
Board’s decision is specitically conditioned on compliance
with all the commitiments made in connection with this
notice, including the commitients discussed in this order
and the conditions set Torth in the above noted Board
regulations and orders. These commitments and conditions
shatl be deemed o be conditions imposed in writing, by the
Board in connection with its findings and decisions, and
may be enforced in proceedings under applicable law.

This transaction shall not be consunmumated later than
three months after the effective date of this order unless
such period is extended Tor good cause by the Board or by
the Pederal Reserve Bank of New York, acting, pursuant to
delegated authority.

By order of the Board ol Governors, effective Feb
raary 15, 1996,

Volting for this action: Chawmman Gieenspan and Governors Kelley,
Lindsey, Philtips, aid Yetlen.

JENNIFER ). JOHNSON
Deputy Secretary of the Board

KeyCorp
Cleveland, Ohio

Order Approving a Notice 1o Engage in Certain
Nonbanking Activities

Key Corp, Cleveland, Ohio ("Notificant™), a bank holding
company within the meaning ol the Bank Holding Com-
pany Act (“"BHC Act™), has given nolice under section
4(c)8) ol the BHC Act (12 ULS.CL§ [843(0)(8) and sec-
tion 225.23 of the Board’s Regulation Y (12 CLER.225.23)
of its intention to establish a de novo subsidiary, Key
Capital Markets, Inc., Cleveland, Ohio ¢"Company ™), and
thereby engage in the following, nonbanking activities:
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(1) Underwriting and dealing in, to a limited extent,
certain municipal revenue bonds (including certain un-
rated municipal revenue bonds), 14 family mortgage-
related securities, consumer receivable-related  seeuri-
tics, and  commercial (" bank-ineligible
securities™);

(2) Acting as agent in the private placement of all types

paper

of securities, and buying and selling all types ol securi-
tics on the order ol customers as a “riskless principal™;
(3 Trading for its own account, lor purposes other than
hedging, in futures, options, and options on [utures
contracts based on bank-cligible securities and certifi-
cates of deposits or other money market instruments
cligible for investmient by national banks;

(4)y Providing imvestment and {inancial advisory ser-
vices, pursuant Lo section 225.25(b)(4) ol Regulation Y
(12 CUARL225.25(0) ()

(5) Providing discount and full service securities broker-
age services, pursuiant o section 225.25(0)(15) of Repu-
lation Y (12 C.ER. 225.25(b)(15));

(0) Underwriting and dealing in obligations of the United
States and other obligations that state member banks
may underwrite and deal in under 12 U.S.C) §§ 335 and
247y (“bank-cligible sccurities™), pursuant (o section
225.25(b)(16) of Regulation Y (12 C.LR.
225.25(b)y(10)); and

(7) Providing forcign exchanpe advisory and transac-

tional services, pursuant Lo section 225.25(by(17) of

Regulation Y (12 CLICR, 225.25(b)(17)).

Notice of this proposal, aflording interested persons an
opportunity to submit conments, has been published (60
Federal Regisier 67,136 (1995)). The time Tor Gling com-
mients has expited, and the Board has considered the notice
and all comments received in dight of the factors set forth
n section 4(0)(8) of the BHC Act.

Notificant, with total consolidated assets ol approxi-
mately $68 billion, is the cighth fargest banking organiza-
tion in the United States.! Notificant operates banking,
subsidiaries 1 Alaska, Colorado, Tdaho, Indiana, Maine,
Michigan, New York, Ohio, Oregon, Utah, and Washing-
ton and engages, through other subsidiaries, in various
permissible nonbanking activitics. Company has applied to
register as a broker-dealer with the Securities and Ex-
change Commission (“SHC'Y under the Sceurities Ex-
change Act ol 1934 (15 U.S.C. § 784 ¢t seq.) and has
sought membership in the National Association of Sccuri-
tics Dealers, Ine. (“"NASD™), On registration with the SEC
and admission to the NASD, Company would be subject to
the recordkeeping and reporting obligations, fiduciary stan-
dards, and other requircments of the Sccurities Exchange
Act of 1934, the SEC, and the NASD.,

| /Kss;;z\ndrunlkin;: data are as ol September 30, 1995,

Activities Approved by Regulation

As noted above, Company’s proposed investment and fi-
aancial advisory, seeurities brokerage, bank-cligible securi-
ties underwriting and dealing, and forcign exchange advi-
sory and transactional  service  activities  have  been
determined by regulation to be activities that are closely
related to banking for purposes ol section 4e)8) ol the
BHC Act.” Notificant has committed that Company will
conduct these activities in accordance with the limitations
set torth in Regulation Y and the Board’s orders relating o
these activities.?

Underwriting and Dealing in Bank-Ineligible Securities

The Board has determined that, subject to the prudential
framework of Himitations established in previous decisions
to address the potential for conflicts of interests, unsound
banking practices, or other adverse eflects, the proposed
activities of underwriting and dealing in bank-incligible
seeurities are so closely related to banking as to be a proper
incident thereto within the meaning ol section 4(cH8) ol
the BHC Act.* Notilicant has committed that Conpany
will conduct the proposed underwriting and dealing activi-
tics in bank-ineligible securities using the same methods
and procedures and subject to the same prudential limita-
tions cstablished by the Board in the Section 20 Orders.

2. 85¢e 12 CER,225.25(D) ), (D1S), (bY(16), and (b)(17).

3. The Board notes that in order (o address potential contlicts of
interests arising trom Company s conduct of full-seivice brokerape
activities wong with underwiiting and dealing in buuk- ineligible secu-
rities, Notificant has committed that Conpany will inforngits full-ser-
vice brokerage customers at the commencement ol the relationship
that, as a general matter, Company may be a principal or may be
engaged inunderwriting with respect to, or may purchiase from an
alliltate, those securities Tor which brokerage and advisory services
ate provided. In addttion, at the time any bioherage order is taken, the
customer will be informed (usually ocallyy whether the Company s
acting as agent or prncpal with respect (o a security. Contirmations
senl to custorers also will state whether the Company is acting as
agent or pincipal. See PNC Finaneial Corp., 78 Federal Reserve
Bulletin 396 (1989).

4, 8ee Citicarp, et al., 13 Federal Reserve Bulletin 473 (1987), aff "d
s nom. Sccurities Industiy Ass'n v, Board of Governors of the
Federal Beserve Systen, 839 F2d 47 (2d Cir), cert. denied, 486 ULS,
1059 (1988). as modilied by Order Approving Modifications to Sec
tion 20 Orders, 15 Federal Reserve Bulletin 751 (1989) (collectively,
“Section 20 Orders™). Notificant proposes that Company underwrite
and deal in, to a limited extent, “private ownership™ mdustrial devel
opment bonds that are issued for the provision ol the following
sovernmental services: water lacilities, sewer fucilitics, solid waste
disposal facilities, clectric energy and gas Tacilities, and local distict
heating or cooling facilities (collectively, *traditional governmental
services™ ). AN U private ownership” bonds that Company proposes to
underwrite and deal in would qualify as “exempt facility boods”
under the Internal Revenue Code. See 26 US.C.§ 142, The Board
previously has concluded that underwriting and dealing in “private
ownersinp™ industrial development bonds issued for taditional gov-
eroment services is i permissible activity under section 4(c)(8) of the
BHC Act it conducted subject to the conditions and pradeutial limita-
tions set forth m the Section 20 Orders. See Bank South Corporation,
81 Federal Reserve Bulletin 1116 (1995),



Notilicant has requested that the Board permit fimited
director and oflicer interlocks between Company and the
bank and thrift subsidiarics ol Notilicant, or the subsidiar-
ics of such banks and thrilts (“afliliated banks™). Notifi-
cant proposes to have two director interfocks between
Company and aftiliated banks, The directors would not be
ofticers of the affiliated banks, nor would they have author-
ity 1o conduct thie day-to-day business of afliliaied banks or
to handle individual transactions. In addition, the interlock-
ing directors would represent less than a majority of the
board of Company and the affiliated banks. Notificant also
has requested the Board to permit one olticer interlock
between Company and its afliliated banks. ‘This officer
would be an attorney or other oflicer ol a noubuanking
subsidiary of Notificant who would serve as assistant seere-
tary ol Company and its afliliated banks. Notificant has
indicated that this interlock is sought primarily to facilitate
the provision of corporate tegal and recordkeeping services
to Company. The ollicer would provide ondy legal counsel
and corporate recordkeeping, services o Company, and
would not serve as a management oflicial of or have policy
making responsibilities Tor Company, nor would the oflicer
have any sales responsibifities or have any contact with
customers of Company or the general public.

The Board previously has permitted the type ol limited
dircctor and ofticer interlocks proposed by Notificant.> In
view ol the limitations and commitments proposed by
Notilicant, the Board believes that Company would remain
operationatly distinet from its alliliated banks and that the

proposed interlocks are not likely to result in conflicts of

interests, unsound hanking practices, or other adverse ef-
fects. Accordingly, the Board has concluded that Notifi-
cant’s proposed interlocks should be permitted. The Board
expects Notilicant to ensure that the Iramework established
pursuant to the Section 20 Orders will be maintained in ali
other respects.®

The Board also has determined that the conduct of the
securitics underwriting and dealing activities proposed by
Notificant is consistent with section 20 of the Glass-
Steagall Act (12 US.CL§ 377), provided that the company
engaged in the underwriting and dealing activities derives
no more than [0 percent ol its total gross revenue from
underwriting and dealing in bank-ineligible sccuritics over

5. See National City Corporation, 80 Federal Reserve Bulletin 340
(1994).,

6. I connection with its proposal to underwrite and deal i unrated
municipal revenue bonds, including uncated public ownership and
“private ownership™ andustrial development bonds, Notificant has
committed that Company will tot underwrite any unrated muanicipa
revenue bond until Company conducts an independent credit review
and determines that the secwtities are of investment grade quality.
Notificant also has committed that no single issue of unrated wanicr
pal revenue bonds, including unrated public ownership and *private
ownership” mdustrial development bonds, underwritten by Company
would exceed $7.5 miblion, and has provided other commitments
previously relied upon by the Boad in authorizing a section 20
company 1o undawrite and deal in, to a limited extent, unrated
municipal revenue bonds. See Letter Interpreting Section 20 Orders,
81 Federal Reserve Bulletin 198 (1995),
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any two-year period.” Notilicant has cotumnitted that Com-
pany will conduct its underwriting, and dealing activitics in
bank- incligible sccurities subject to the 10-percent reve-
nue test established by the Board in previous orders.®

Private Placement and “Riskless Principal” Activities

Private placement involves the placement of new issues of
securitics with a limited number of sophisticated purchas-
ers i a nonpublic offering. A financial intermediary in a
private placement transaction acts solely as an agent of the
issucr i soliciting purchasers and does not purchase the
seeurities and attempt o resell them. Securities that are
privately placed are not subject to the registration require-
ments of the Securities Act of 1933 and are offered only to
financially sophisticated institutions and individuals and
not o the public. Company would not privately place
registered sccuritics and would place securities only with
customers that qualify as accredited investors.

“Riskless principal” is the term used in the securitics
business to refer (o a transaction in which a broker-dealer,
alter receiving an order 1o buy (or sell) a sceurity for a
custonier, purchases (or sclls) the security for its own
account to offset a contemporancous sale 1o (or purchase
from) the customer? Riskless principal transactions are
understood i the industry 10 include only transactions in
the sccondary market. Thus, Company would not act as a
riskless principal in selling securities at the order of a
customer that is the issuer ol the securities to be sold or in
any transaction where Company has a contractual agree-
ment to place the securitics as agent of the issuer. Company
also would not act as o riskless principal in any transaction
involving a security Tor which it makes a market.

The Board has detertuined by order that, subject to
pradential limitations that address the potential for con-
(ficts of interests, unsound banking practices, or other
adverse ellects, the proposed private placement and risk-
less principal activitics are so closely related 1o banking, as
1o be a proper incident thereto within the meaning of

1. See Section 20 Ouders. Comphance with the 10-percent revenue
limitation shail be caleakuted i accordince with the method stated in
S0 Morgan & Co Incorporated, 75 Federal Reserve Bulletin 192
(1989}, as modified by the Owder Approving Modifications to the
Section 20 Orders, 75 Federal Reserve Bulletin 751 (1989); the Order
Approving Modtfications to the Section 20 Orders, 19 Federal Reserve
Bulletin 226 (1993); and the Supplement to Order Approving Modifi
cations (o Section 20 Orders, 79 Federal Reserve Bulletin 360 (1993),
The Board notes that Notificant has not adopted the Board’s alterna -
tive indexed-revenue test to measure compliance with the 10-peicent
limitation on bank-incligable secutities wctivities, and, absent such
clection, Notificant would continue to employ the Boawrd’s original
[0-pereent revenue test.

8. Compuany also may cngage inactivities that are necessary mei-
dents o the proposed underwriting and dealing activitics, provided
that they are treated as part of the bank-ineligible securities activities,
unless Company has received specific approval under section A(c)(8)
ol the BHC Act to conduct the activities independently. Until such
approval is oblained, any revenues from the incidental activities must
be counted as inelipible revenues subject to the 10 percent revenue
[imitation.

9. See SEC Rule 10b- TOGOIG) (H7 CERL 240.10D- 10()(8)(1)).
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section 4(e)(8) ol the BHC Act.' The Board also has

determined that acting as agent in the privale placement ol

seeuritics and purchasing and sefling securities on the
order of investors as a riskless principal do not constitute
underwriting and dealing in securitics Tor puarposes of
scetion 200 of the Glass Steagall Act, and that revenue
derived  from  these activities is not subject to the
HO-pereent revenue limitation on bank-inctigible securitics
underwriting, and dealing, !

Nolificant has committed that Company will conduct its
private placement and riskless principal aclivities using the
same methods and procedures, and subject to the same
prudential limitations established by the Board in Bankers
Trust and . Morgan,’? including the comprehensive
ramework of restrictions imposed by the Board in connece-
tion with underwriting and dealing in bank-ineligible secu-

ritics, which were designed 1o avoid potential conllicts of

interests, unsound banking, practices, and other adverse
eflects. !

Trading Futures and Options on Bank ligible
Tustrinnents

The Board also previously has deternmned that purchasing

and sclling, for purposes other than hedging, exchange-

10, See J.0 Morgan & Company ncorporated, 76 Federal Reserve
Bulletin 26 (1990) (.0 Morgan™ ). Bankers Trust New York Corpo
ration, 15 Federal Reserve Bullerin 829 (1989) (" Bankers 'Hust).

L. See Bankers Trust.

12, Among the prudential Timitations discussed more tully in Bank
ery truse and S0 Morgan e that Company will maintain specilic
records that will elearly identity all visktess principal transactons, and
that Company will not engage in any tiskless principal transactions lor
any seeutites carried inits mventory. When acting as o riskless
prncipal, Company will not hold itsell out as making a market in the
seeurities that it buys and sells as a riskless prncipal, In addition,
Company will not act as a riskless prinepal for open-end mvestment
company securities ot with respect 10 any securitics ol investment
comtpanies that are advised by Notiheant or any of its afliliates. With
repard 1o privite placement activities, Notificant has conmutied that
Company will nol privately place registered investiment company
seeurities or securities of investiment companies that are sponsored or
advised by Notilicant or any of its alliliates.

13, In previous orders approving riskless principal activities, the
Board has relied on commitments by bank holding companies 1o
reftain trom entermp quotes tor specific securities m the NASDAQ or
any other dealer quotation system in connectton with iskless proncipal
tansactions, See Bakers Trust. Notilicant proposes thut Company,
acting as @ nishless prncipal, be peimitted 1o enter bid o ask quota-
tions, or publish “oflering wanted™ or “bud wanted™ notices, on
trading systems other than an exchange or the NASDAQ),

In order o ensare that Company would not hold itselt owt as a
market maker with respect o seeunties for which it acts as viskless
principal, Notiicant las committed that Company will not enter price
quotations on diterent sides ol the miuket for a patticular security
during the same two business day period. In other words, Company
would not enter an “ask™ quote for two business days after entering a
“bid” quote with respect to the same seeurity, and vice versa, The
Bomrd previously has determimed that these activities are pernnssible
and do not constitute underwriting and dealing in securtties for pur-
poses ot the Glass Steagall Act. See BankAmerica Corporation, 79
Federal Reserve Bulletin 1163 (1993); Dauplun Deposit Cosporation,
77 Federal Reserve Bulletin 672 (1991).

traded and over-the-counter futures, options, and options
on futures based on bank-eligible sccurities and certificates
of deposit or other money market instruments cligible for
investment by national banks is closely related to bank-
gt

Proper Incident to Banking Standard and Other
Considerationy

Under the proper incident to banking standard ol section
4(c)R) of the BHC Act, in order to approve this notice, the
Board must determine that the performance ol the pro-
posed activities by Notilicant can rcasonably be expected
to produce public benefits that would outweigh possible
adverse elfects. As part of the Board’s evaluation of these
lactors, the Board considers the financial and managerial
resources ol the notilicant and its subsidiaries and the clfect
the transaction would have on such resources.”™ Based on
all the facts of record, the Board concludes that financial
and managerial considerations are consistent with approval
ol this notice.

As noted above. Notificant has committed that Company
will conduct its bank-ineligible sccurities underwriting and
dealing activities in accordance with the prudential frame-
work established by the Board in its Section 20 Orders.
Under the ramework and conditions established in this
order and the Section 20 Orders, the Board concludes that
Company’s proposced underwriting and dealing in, to
limited extent, bank-ineligible securities is not likely to
result in significantly adverse cliects, such as undue con-
centration of resources, decreased or unfair competition,
conflicts of interest, or unsound banking practices. More-
over, the Board expects that the de novo entry ol Company
into the market for the proposed services would provide
added convenience to Notificant’s customers and would
increase the level of competition among existing providers
ol these services,

With respect to trading activities, Notificant, through its
bank subsidiaries, has gained substantial experience in
trading and monitoring positions in bank-cligible sccuri
tics. In connection with these activitics, Notificant has
developed expertise in (rading derivative instruments re-
lated to bank-cligible securities and money market instru-
ments and has established comprehensive operational, ac-
counting, and control systems to limit and monitor the risks
associated with trading derivative products based on bank-
cligible sceurities and money market instruments. ‘The
Board has carcfully reviewed the operational, accounting,
and risk management policies and systems used by Notifi-
cant and its subsidiaries in connection with their tradiag,
activities. These policies and systems are designed (o miti -
gate the credit risk, market risk, and operations risk that

14, See Swiss Bank Corporation, 8V Federal Reserve Bulletin 185
(1995); Swisy Bank Corporation, 17 Federal Reserve Bulletin 759
(1991) C* 1991 Swiss Bank Order™).

15, See 12CHR. 225245 see also The Fup Bank, Limited, 75
Federal Reserve Bulletin 94 (1989); Baverische Vereinshank AG, T4
Federal Reserve Bualletin 155 (1987),



artse from the proposed trading activities and are similar to
the policies and systetus relied on by the Board in approv-
ing such activitics for section 20 companics,'©

Notificant has indicated that Company would implement
the procedures and systems currently in place at Notifi-
cant’s bank subsidiarics lor conducting and monitoring
Company’s proposed trading activitics in bank-cligible sc-
curitics and related derivative instruments,'” The Board
also notes that Notificant proposes to transfer 1o Company
personnel who have substantial experience in operating
NotificanCs risk mianagement systems. Based on these
representations and all other facts ol record, the Board has
determined that the performance of the proposed activitics
by Notificant can reasonably be expected (o produce public
benelits that outweigh possible adverse eflects under the

proper incident to banking standard of section 4(¢)(8) of

the BHC Act.'®

Based on all the lacts ol record, and subject to the
commniitments made by Notilicant, as well as the terms and
conditions set forth in this order and in the Board orders
noted above, the Board has determined that the notice
should be, and hereby is, approved. Approval of this pro-
posal is specilically conditioned on compliance by Notifi-
cant and Company with the connnitments made in connee-
tion with this notice and the conditions referenced in this
order and the above- cited Board regulations and orders.,
The Board’s determination also is subject to all the terms
and conditions set forth in Regulation Y, including those in
sections 2257 and  22523(g) (12 CLER. 225.7 and
225.23(g)) and to the Board’s authority to require modifi-
cation or termination ol the activities of a bank holding
company or any ol its subsidiarics as the Board {inds
necessary 1o assure compliance with, and 1o prevent eva-

(6. Sce Swiss Bank Corporation, 81 Federal Reserve Bulletin 185
(1995); The Dai-lehi Kangyo Bank, Limited, 80 Federal Reserve
Bulletin 148 (1994); 1991 Swiss Bank Order,

17. Notilicant has committed that Company will not become a
specialist or market-maker with respeet to eligible dervivative instiu-
ments. The Board notes that Company would use the instruments
listed in the 1991 Swiss Bank Ovder 1o hedge the miacket risk resulting
from its proposed derivative activities, and that Comparny, as a regis-
tered broker-dealer, would be reyuired 1o comply with the SEC's
minimum net capital rules. See 15 CER. 240.15¢3 1.

18, Society Asset Managemient, luc, (“SAMI™), an indireet wholly
owned subsidiary of Notificant’s subsidiary bank, Socicty National
Bank, Cleveland, Ohio, engages in providing investment advice on
certain of the detivative instruments proposed to be traded in by
Company. It order to mininuze any potential contlicts of interests that
could result from the velated activities of Company and SAMI, Notili-
cant has committed that SAMI will disclose to its custoniers that it is
afliliated with Company, and that Company trades futures, options,
and options on futures for its own account, This disclosure will occur
both at the commencement ol the costomer relationship and upon
confirmation of any order. In addition, Notificant has conmitted that
SAMI will not share nonpublic customier information with Company
without lhe express wrilten consent ot the castomer, and that in any
case in which SAML knowingly executes a transaction to which
Company is & party, it will make prior disclosure of that fact 1o its
customer and obtam the customer’s prior consent to the arangement.
These commitments are similar 1o commitments relicd on by the
Board in similar previous cases. See The Dai-lehi Kangyo Bank,
Limited, 80 Federal Reserve Bulletin 148 (1994,
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sion of, the provisions of the BHC Act and the Board’s
regulations and orders issued thereunder. In approving this
proposal, the Board has relied on all the Tacts of record and
all the representations and commitments made by Notifi-
cant. ‘These commitments and conditions shall be deemed
to be conditions imposed i writing by the Board in con-
nection with its findings and decisions, and oy be cen-
forced in proceedings under applicable Taw.

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

By order of the Board of Governors, cticetive Feb-
ruary 20, 1996,

Voting for this action: Chainuan Greenspan and Governors Kefley,
Lindsey, and Phitlips. Absent and not voting: Governor Yellen.

JENNIPER ] JOHNSON
Deputy Secretary of the Board

The Royal Bank of Canada
Montreal, Quebee, Canada

Order Approving a Notice to Engage in Data Processing
Activities

The Royal Bank of Canada, Montreal, Quebee, Canada
("RBOC™), a foreign banking organization that is subject
to the provisions of the Bank Holding Company Act
(“BITIC Act”), has requested approval under section 4(¢)(8)
of the BHC Act (12 U.S.C", § 1843(c)8)) and scction
225.23() of the Board’s Regufation Y (12 CLER,
225.23(a)) 1o acquire 20 pereent ol the voting shares ol
MECA Software, 1.1L.C., Fairlicld, Connecticut (“Com-
pany’). As a result of this proposal, RBOC would engage
through Company in the development, production, and
provision ol home banking, personal financial manage
ment, and other computer software pursuant o section
225.25(b)(7) of Regulation Y (12 C.ER. 225.25(0)(7)
throughout the United States and Canada.

Notice of the proposal, alfording interested persons an
opportunity to submit comments, has been published (61
Federal Register 168 (1996)). The time for filing com-
ments has expired, and the Board has considered  this
proposal and all comments received, in light of the factors
set forth in section 4(¢)(8) ol the BHC Act.

RBOC, with fotal consolidated assels equivalent to ap-
proximately $136.5 billion, operates a branch in New York,
New York; a representative oftice in Chicago, Hlinois; and
agencies in Los Angeles, California, and Miami, Florida.'
RBOC also engages through subsidiaries in permissible
nonbanking activities in the United States.

1. Assel data are as of October 31, 1995, and are based on exchange
rates then in cltect.
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Contpany is currently jointly owned by national bank
subsidiarics o BankAmerica Corporation, San Francisco,
California, and NationsBank Corporation, Charlotie, North
Carolina.”

Proposed Activities

Company currently develops, produces, markets, and sup-
ports compulter software products that enable individuals to
organize their personal finances. Company’s principal soft-
ware product is Managing Your Money, a computer pro-
gram that permits customers o conduct basic banking
transactions and personal (inancial management using their
personal computers.® Following consummation ol this pro-
posal, Company would continue to market Managing Your
Moncey and other financial software to financial institutions
and other customers, In addition, Company would continue
to provide customized financial and banking computer
software 1o linancial institutions to perntit them 1o ofler
liome banking and personal finance services to their cus-
tomers.

The Board previously has determined that processing
financial, banking, and cconomic data is closely related 1o
banking and therefore peemissible for bank holding compa-
iies under scetion 4(¢)(8) of the BHC Act.? The Board
believes that the development, production, and sale of
computer software, such as Managing Your Money, o
process financial, banking, or cconomic data, is closely
related 1o banking under section 4(¢)8) of the BHC Act
and encompassed within the activities permissible under
the Bouard’s data processing regulation. RBOC has conuit-
ted that Company will conduct these data processing activ-
ities in accordance with the requirements set torth in Regu-
lation Y.»

20000 Interpretative Letter Noo 677, geprinted in [1994- 1995
tansier Binder| Fed. Banking L. Rep. (CCIHD § 83,625, National bank
subsidiaries of Ileet Financial Group, Inc., Providence, Rhode 1sland,
and First Bank Systems, Ince., Minncapolis, Minnesota, have appliced
to the Oflice of the Comptrolier of the Curtency to acquite an interest
in Company.

3 For example, Managing Your Money enables customers 1o pay
bills, view wnd reconcite checkmg account registers, pain access o
their checking and savings account statements, transter funds between
accounts, reeeive stock quotations, and engage m tax and financial
planning,.

4. In particuln, section 225.25(b)(7) of Regulation Y permits bank
holding companies to provide data processing and data transmission
serviees, facilities (including softwane), data bases, or aceess 1o such
services, facilities, or data bases by any technological means, so long
as the data to be processed o furnished are “fmancial, banking, or
ceononne” in nature. See 12 CLIR225.25(b)(7).

5. Regulation Y also requires that the services be provided pursuant
to a written agreement and places certain timitations on the facilities
and hardware provided with the data processing services, In particular,
the facilities must be designed, marketed and operated for the pro-
cessing and transmission ol financial, banking, or cconomic datay
hardwire must be provided only in conjunction with permissible
soltware; and general purpose hardware must ot constitute more than
30 percent of the cost ol any packaged offering., RBOC has comuitted
that Company will provide the proposed services pursuant to a written

Company also previously developed several nonfinan-
cial software products, including games, a computer secu-
rity program, a medical reference library, and a program
providing basic legal forms. RBOC indicates that Com-
pany docs not dedicate any employees or resources exclu-
sively to the development or marketing of nonfinancial
software, and that revenues from the separate sale ol nonfi-
nancial software accounted for approximately 7 percent of
Company’s 1994 revenues. RBOC also indicates that Com-
pany has no intention to develop any new nonfinancial
software or 1o upgrade, enhance, or pronmote its current
nonfinancial programs, and that this portion of Company’s
business is expected to diminish over time. In view of the
limited nature of this activity in this case, the Board
concludes that RBOC may proceed to acquire the proposed
20 percent interest in Company.

In order to approve this notice, the Board also must
determine that the proposed activities are a proper incident
to banking, that is, that the performance ol the proposed
activities by RBOC through Company “can reasonably be
expected to produce benefits to the public, such as greater
convenience, increased competition, or gains in clficicuey,
that outweigh possible adverse effects, such as undue con-
centration of resources, decrcased or unfair competition,
conflicts of interests, or unsound banking practices.”©

As part of its review of these factors in every case
involving & nonbanking acquisition by a bank holding
company under scction 4 of the BHC Act, the Board
considers the financial and managerial resources ol the
notificant and its subsidiaries, and the company to be
acquired, and the effecet ol the proposed transaction on
those resources.” Based on all the facts of record, the Board
has concluded that financial and managerial considerations
are consistent with approval of this proposal.

The Board expects that the proposed capital investment
by RBOC in Company would improve Company’s ability
to compete in the financial soltware market. RBOC’s par-
ticipation in Company also would likely result in an expan-
sion of Company's customer base and thereby help estab-
fish Company as a viable competitor in the industry. The
Board also anticipates that Company’s proposed activitics,
which should be enhanced as a result of this proposal,
would result in a wider range of services and products,
greater efliciency, and increascd conveniencee for custoniers
of RBOC and other financial institutions.

There is no evidence in the record that consummation of
this proposal would result in any significantly adverse
eflects, such as undue concentration ol resources, de-
creased or unfair competition, conflicts ol interests, or
unsound banking practices that are not outwetghed by the
public benetits of this proposal. RBOC does not currently
provide these products and services and the Board notes

agreement and will provide tacilities and hardware within the limita-
tions established by Regulation Y.

6. 12US.C8 1843(e)8).

7. See 12CHER. 22524, See also The Fuji Bank, Limited, 75
Federal Reserve Bulletin 94 (1989); and Bayerische Vercinsbank, AG,
T3 Federal Reserve Bulletin 155 (1987).



that there s no evidence that the proposed transaction
would decrease the level ol existing or potential competi
tion among providers ol these services.

On the basis ol the Tforepoing and all the facts of record,
the Board fas concluded that the balance ol the public
mterest factors it is vequired to consider under the proper
incident to banking standard ol scction e )(8) ol the BHC
Act is favorable, and consistent with approval ol this
notice.

Conclusion

Basced on the Toregoing and all the tacts of record, the
Board has determined that the notice should be, and hereby
is, approved. Approval of this proposal is specifically con
ditioned on compliance by RBOC with the commitients
made in connection with this notice and with the condi-
tions referred to in this order, ‘The Board’s determination
also is subject (o all the conditions set Torth in Repula-

tion Y, including those in sections 2257 and 225.23(p) ol

Regulation Y (12 CUARL 22577 and 225.23(g)), and to the
Board’s authority to require such modilication or (ermina
tion ol the activities of a bank holding company or any of
its subsidiarics as the Board f{inds necessary (o ensure
compliance with, and (o prevent evasion of, the provisions
of the BHC Act and the Board’s repulations and orders
issued thercunder. fFor purposes of this action, these com-
mitments and conditions shiall be dectmed 1o be conditions
imposed in writing, by the Board in connection with its
findings and decision, and, as such, may be cnforced in
proceedings nnder applicable faw.,

This transaction shall not be consummated later than
three months after the elfective date ol (his order, unless
such period s extended for good cause by the Boward or by
the Pederal Reserve Bank ol New York, acting pursuant 1o
delegated authority.

By order ol the Board of Governots, effective Febru
ary 6, 1996.

Voting lor this action: Chanman Cireenspan and Governors Kelley,
Lindsey, Phillips, and Yellen.

JENNIFER T, JOHNSON
Deputy Secretary of the Board

The Sunitomo Bank, [imited
Osaka, Japan

Order Approving a Notice to Fingage in Trust Company
Activities

The Sumitomo Bank, Limited, Osaka, Japan ("Swumi
tomao™), a bank holding company within the meaning of
the Bank Holding Company Act ("BHC Act™), has piven
notice under section X&) ol the BHC Act (12 U.S.C.
§  I843(C)8)) and section 22523 ol the Board's Repula-
ton Y (12 C.ER. 225238 of its proposal o acquire,
through its subsidiary, the Suniitomo Bank ol New York
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Trust Company, New York, New Yok (Sumitomo
Trast™). the trust business of Daiwa Bank Trust Company,
New York, New York (“"Daiwa Trust™), a wholly owned
subsidiary of The Daiwa Bank, Limited, Osaka, Japan
(“Daiwa’), and the custody business ol the New York
braich ol Daiwa and thereby engage i (rust compaiy
activities pursuant 1o section 225.25(b)(3) ol Regulation Y
(12 CLERL 225.25(b)(3)).

Notice of this proposal, allording interested persons an
opportunity to submit conmments, has been published
(Ol Lederal Register 352 (1990)). The time lor filing
comments bas expired, and the Board has considered the
notice and all comments received in light of (he factors set
[orth in section 4(c)}8) ol the BIC Act.

Sumitomo, with (otal consolidated assets equivalent 1o
approximately $54 1 billion, is the fourth largest banking,
organization in Japan and the world." In the United States,
i addition 1o Sumitomo ‘T'rust, a hited purpose trusl
comparty, Sumitotio operates The Sumitomo Bank ol Cal-
ifornia, San Francisco, California, and owns a 3.6 percent
mterest i CPB Tac., Honolulu, Hawaii C*CPB™Y. Sunii
tomo operates branches in Los Angeles and San Francisco,
California; Chicago, Hlinois; and New York, New York.
Sumitomo also operates agencics in Atlanta, Georgia, and
Houston, ‘Texas; and a representative oltice in Scattle,
Washington. Sumitomo also engages directly and through
subsidiarics i othier permissible nonbanking, activities in
the United States and abroad,

The Board previousty has determined by regulation that,
subject to the Himitations established in Regulation Y, on-
gaging n trust relaled and custodial activities is closely
related 1o banking within the meaning of the BHC Act and,
therefore, s permiissible for bank holding companices.?
Sumitomo has committed that these proposed activitics
will be conducted i conformity with the limitations estab
lished in Regulation Y.

In order 1o approve this notice, the Board is required to
determine that the performance of the proposed activitics
by Sumitomo can reasonably be expected to produce bene
{its to the public that would outweigh paossible adverse
cifects under the proper incident 1o banking standard of
sechion He)X®) ol the BHC Act.!

The Board expects that this proposal would provide
eains in cfliciency, added convenicnce 1o Sumitomo cus-
tomers, and another source ol trust services for Daiwa’s
lormer customers.” Morcover, consumntation of this pro-
posal is not likely to result i oany significantly adverse
cflects, such as undue concentration ol resources,  de-
creased or unlaiv competition, conflicts ol interests, or

1 Asset data e as of Septeber 30, 1995,

2.CPB controls 100 percent of the voting shares of Central Pacific
Bank, Honolulu, Hawaii.

30See 12 COR225.25()().

G2 U800 8 TRA3(e)(8).

5. On November 1, 1995, Daiwa and Daiwa Trast entered into
consent orders with the Boavd and othet federal and state authorities to
terminate the banking operations of Daiwa and Darwa ‘Frust in the
United States by February 2, 1990,
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unsound banking practices. Accordingly, the Board has
concluded that the performance ol the proposed activitics
by Sumitonmo can reasonably be expected to produce pub-
lic benetits that would outweigh any adverse effects under
the proper incident to banking standard of section 4(c)(8)
of the BHC Act.”

lu every case involving a nonbanking acquisition by a
bank holding company under section 4 of the BHC Act, the
Board considers the f(inancial condition and resources of
the notificant and its subsidiaries and the clieet of the
transaction on these resources.’ The Board notes that Sumi-
tomo meets the relevant risk-based capital standards estab-
lished under the Basle Accord, and has capital equivalent
to that which would be required ol a United States banking
organization. In view of these and other facts ol record, the
Board has determined that the financial lactors are consis-
tent with approval of the notice. The managerial resources
ol Sumitomo and its subsidiaries also are consistent with
approval.

Based on the foregoing and all the lacts of record, the
Board has determined that the notice should be, and hereby
is, approved. The Board’s determination is subject 1o all
the terms and conditions set forth in Regulation Y, includ-
ing those in sections 2257 and 225.23(b), and to the
Board’s authority to require modification or lermination of
the activities ol a bank holding company or any of its

6. The Board received comments from the Inner City Press/
Communty on the Move (HCPT) on this proposal, [CP wiges the
Bowd to scrutinize closety the transaction in light of the Board’s
consent order lerminatmg the operations ot Daiwia and to pay patticu-
lar attention to compliance by Sumitomo and Daiwa with the Commu-
nity Reinvestment Act (12 US.Co§ 2901 ef seq.y (TCRA™).1CP
argues that the proposal by Samitomo to acqiiite only the nonbanking
aperations of Danwa Trust through a nonbank company will eliminate
A tinancial institution that currently is subject to the CRA i favor off
one that 15 not subject to the CRAL In addition, 1CP argues that the
Board should carctully evaluate whether the possibility that Sumi-
tomo night nierge with Daiwa could result in a circwmvention ol the
Board’s termination order.

The Board has caretully seviewed this transaction, including Sumi-
tonma’s compliance record, in light ol all the facts of record and the
standards that apply under the BHC Act. The Board does not believe
that 1CP"s concern that the traosaction would tesuft in the climmation
ol an institution that v subject 1o the CRA justities denial ol this
proposal. ‘the CRA does not provide any basis for the Board to
requite that Datwit and Datwa Toast transter their tiast and custody
opetations to an institution that is subject to the CRA,

The Board believes there is no evidence in the wecord (o show that
the proposul would citcumvent the repulators’ termination order.
Sumitomo, which would acquire the trust operations of Daiwa and
Daiwa Trust, is o sepatate commercial bank that currently has an
established trust and banking business i (he United States. 1CP
provides no evidence that, if Sumitomo wete to acquire all of Daiwa’s
operations in the futwe, the proposed acquisition of the United States
operations of Daiwa by Sumitomo at this time would i fact perit
Daiwa to continue to operate in the United States in contravention ol
the Bowd's wermination order. 1 Sunitomo or any other organization
were 1o acquire or merge with Daiwa in the futuie, the Bowd would
retain jurisdiction to review the facts sonoundimg such i tansaction
and monitor and enforce its termination order with Daiwa.

7. See 12 CHRL 22524 [ujr Bank, Limited, 15 Federal Reseive
Bulletin 94 (1989); Bayerische Vercinshank AG, 13 Federal Reserve
Bulletn 155 (1987).

subsidiaries as the Board finds necessary 1o assure compli-
ance with, and to prevent evasion ol the provisions ol the
BHC Act, and the Board’s regulations and orders issued
thereunder. The Board’s decision also is specilically condi-
tioned on compliance with all the commitments made in
connection with this notice, including, but not limited to,
comuiitments made with respeet to retention and mainte-
nance of documents, and the conditions set forth in this
order and in the Board’s regulations as noted above. These
commitments and conditions shall be deemed 1o be condi-
tions imposed in writing by the Board in connection with
its findings and decisions and, as such, may be enforeed in
proceedings under applicable law,

This transaction shall not be consummalted later than
three months following the cliective date ol this order,
unless such period is extended for good cause by the Board
or by the Federal Reserve Bank of San Francisco, acting,
pursuant to delegated authority.

By order of the Board of Governors, eflective bebru-
ary 2, 1996,

Voting Tor this action: Chairman  Greenspan, Vice Chairman
Blinder, and Governors Kelley, Lindscy, Phillips, and Yellen.

WILLIAM W, WIILES
Secretary of the Board

ORDERS ISSUED UNDER BANK MERGER ACT

The Fifth Third Bank
Cincinnati, Ohio

The Fifth Third Bank of Columbus
Columbus, Ohio

Order Approving the Merger of Banks and Establishment
of Branches

The Fifth Third Bank, Cincinnati, Ohio (“Fifth Third-
Cincinnati™), and The Fifth Third Bank of Columbus,
Columbus, Ohio (“Fifth Third-Columbus”) (collectively,
“Fifth Third”), both statec member banks, have applicd
under section 18(¢) of the Federal Deposit Insurance Act
(12 US.CL§ 1828(¢)) (the “Bank Merger Act”) to acquire
certain assets and assume cerlain fiabilities of 25 branches
of NBD Bank, Columbus, Ohio (“NBD”). Fifth Third also
has applicd under section 9 of the Federal Reserve Act
(12 U.S.C. § 321) to establish branches at the current loca-
tions of 14 of the NBD branches.!

Notice of the proposals, affording interested persons an
opportunity 1o submit comments, has been given in accor-
dance with the Bank Merger Act and the Board’s Rules off

L. "The locations of the branches that cach bank proposes to acqyuite
are listed in the Appendix, which includes T branches to be acquired
and merged into exasting branches of Filth "Phird.




Procedure (12 CLER. 262.3(b)).” As required by the Bank
Merger Act, reports on the competitive ceffects of the
mierger were requested {rom the United States Attorney
General, the Office of the Comptroller of the Currency, and
the Federal Deposit lusurance Corporation (“1DIC™). The
time for filing comments has expired, and the Board has
considered the proposal and all comments received in light
ol the factors set forth in the Bank Merger Act and the
Federal Reserve Act.

Fifth Third Bancorp, Cincinnati, Ohio (*"Bancorp™),
controls six banks and one thrift institution in Ohio, includ-
ing Fifth Third-Cincinnati and Fifth Third-Columbus. Ban-
corp is the fourth fargest commercial banking or thrift
organization in Ohio, controlling deposits ol $8.5 billion,
representing approximately 6.5 percent of total deposits in
depository institutions in Ohio.® The branches of NBD that
Fifth ‘third-Cincinnati and Fifth Third-Cotumbus propose
10 acquire control deposits of $529 million, representing
less than 1 percent ol total deposits in depository institu-
tions in Ohio, On consummation ol the proposed transic-
tion, Bancorp would remain the fourth largest commercial
banking or thrift organization in Ohio, controlling deposits
ol $9 billion, representing approximaltely 6.9 percent of
lotal deposits in depository institutions in the state.

Filth Third-Cincinnati and NBD compete directly in the
Dayton, Ohto banking market, and Filth Third-Columbus
and NBD compete directly in the Columbus, Ohio banking
market.t On consunnuation of this proposal, these banking
markets would remain moderately  concentrated as mea-

2. The Bowrd received comments from an individual (" Protestant’™)
who matntains (hat notice ol this proposal should have been provided
10 all customers of the afiected institutions in their monthly account
statements and Lo the public tiough an electronic on-line data basc,
Protestant also believes that aceess to apphications filed with the
Liederal Reserve System should be made available through an on-line
data base similar to the access provided by the Governnient Printing
Ollice for the Congressional Record, the Federal Register, and other
publications distributed by the Superintendent ol Docunients, pursu -
ant to the Governmuent Printing Ollice Llectionic Information Access
Finhancement Act of 1993, DL, 103 40, 107 Star, 112 (June 8, 1993)
(“Access Act™).

The Bomd's Rules of Proceduwe (12 CERL 202.3(0)(3)) require an
applicant state member bank to publish notice at feast three tines i a
newspaper of general circulation in the community in which the head
olfice of cach ol the banks to be o party o the merger is located and to
provide a public commnient period of at least 30 days alter publication
ol the first notice. Applicants have complied with these publication
requirements, [0 addition, copics ol the nonconfidential portion of
applications filed with the System, which are not subject to the Access
Act, aie provided by the Federal Reserve Bunks or the Board upon
request, and a copy ol all nonconfidential portions of these applica-
tious has been provided to Protestant. Based on adl the facts of record,
the Board concludes that notice and copies of thiis proposal have been
provided i accordance with the Boacd's cades, and that the public,
including Protestant, was adequately infornied of the proposal.

3. Deposit data are as of June 30, 1995, [n this context, depository
institutions include commercial banks, savings banks, and savings
assoctations.

4. The Dayton banking market is approximated by Greene, Miami.
and Montgomery Counties; Bethel and Mad River Townships in Clark
County; and Clear Creek, Wayne, and Massie Townships in Warren
County, all in Ohio. The Columbus banking market is approximated
by Franklin, Delaware, Fartield, Licking, Madison, Pickaway, and
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sured by the Hertindahl Hirschman Index (“HHIE)Y.® In
light of the competition oflfered by other depository institu-
tions in the market, the number of competitors that would
remain in the market after consummation ol the proposal,
the relatively small increase in concentration as measured
by the HILY and all other facts ol record, the Bourd
concludes that consummation ol the proposal would not
result ina significantly adverse effect on competition in
any relevant banking market.

Convenience and Needs Considerations

I acting on an application under the Bank Merper Act, the
Board must consider the convenience and needs ol the
communitics to be served and take mto account the records
of the relevant depository institutions under the Commu
nity Reinvestment Act (12 US.C§ 2900 et seq.)
(“CRA”). The CRA requires the lederal financial supervi-
sory agencies to cncourage linancial institutions (o help
meet the credit needs ol the local communities in which
they operate, consistent with their safe and sound opera-
tion. To accomplish this end, the CRA requires the appro-
priate lederal supervisory authority 1o “assess the institu
tion’s record of meeting the credit needs ol its entire
community, including low- and moderate income neigh-
borhoods, consistent with the sale and sound operation of
such institution,” and to take that record o account in its
cvaluation of bank expansion proposals.’

Protestant generally contends that Fitth "Thivd has lailed
to meet the credit needs of commercial borrowers in Day -
ton, Ohio, and that NBD illegally discriminates against
making loans on commercial propertics in certain arcas in
Dayton.® The Board has carclully reviewed the CRA per-
formance records of Filth "Third and NBD; Protestaut’s
comments and applicants’ responscs o those comments;
and all other relevant facts of record in light ol the CRA,

Unton Counties, Peury Township in Hocking County, and Thotn
Towuoship in Petry County, all i Oliio,

5. Under the tevised Department of Justice Merger Guidelines, 49
Federal Register 26,823 (June 29, 1984), 1 manket in which the pos(-
merger HHT is less (han 1000 s considered unconcentrated, and a
market in which the post-mierger HIH1 s between 1000 and 1800 is
considered moderately concentrated. “Fhe Justice Department has in
formed the Board that a bank merger o acquisition gencrally will not
be challenged (in the absence of other factors indicating anticompeti -
tive cltects) unless the post merger T s at feast 1800 and he
merger increases the T by more than 200 points. ‘The Justice
Bepattment has stated that the higher than nommal I nesholds for
screening bank mergers tor anticompetitive eflects imphicitly 1ecog-
nize the competitive eflect of limited- purpose fenders and other non-
depository financial institutions.

6. The HHH would increase by 21 points 1o 1550 in the Colmnbus
banking market, and by 76 points 1o 1494 m the Dayton banking
market.

T2 U8.C§ 2903,

8. Protestant cites the deniad of his loan application by NBIY as
cvidence of ilfegal discrimination against commercial borrowers. Fifth
Third responds that financial considerations were not consistent with
approval of the loan request. Protestants allegations relating 1o his
loan denial have been referred o NBD's primary federal supervisor,
the EFDILC, Tor consideration.
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the Bourd's regulations, and the Statement of the Federal
Financial Supervisory Agencies Regarding the Community
Reinvestment Act ("Apency CRA Statement™).”

The Agency CRA Statement provides that a CRA exam-
ination is an important and often controlling factor in the
consideration of an institution’s CRA record and that re-
ports of these examinations will be given great weight in
the applications process. ' Fifth ‘Third-Cincinnati and Filth
Third-Columbus botlt recetved “outstanding™ ratings from
the Federal Reserve Bank of Cleveland and the FDIC,
respectively, in their most recent examinations for CRA
performance, as of December 1994 and February 1994,
NBID also received an outstandmg” CRA rating, [rom the
FDIC inits most recent examination for CRA - petfor-

mance, as ol May (994, Iixaminers found no evidence of

practices intended 1o discourage loan applications at any of
these institutions and found all of the banks to be in
compliance with fedetal Fair lending laws,

The Board also notes that it reviewed Fifth Third-
Cincinnati’s record of CRA performance, particularly ity
small business lending activities in low- and moderate-

income arcas i Ohio, i light of substantially similar

comments submitted by Protestant in connection with a
reeent application filed by the bank.'t The bank’s sinall
business lending activities include Smalt Business Admin-
istration lending programs, ollicer call programs, and a
second review program, The bank also parlicipates in
Ohio’s Mini-Loan Prograni, and has provided funding and
techmical assistance o the Dayton Minority Busiuess De-
velopment Center. Based on all the facts ol record, includ-
ing for the reasons explained in the Filth Third Order,
which are incorporated hercin by reference, the Board
believes that considerations relating (o the convenience and
needs of the communities to be served, including the CRA
performance records of the banks involved, are consistent
with approval,

Other Considerations

The Board also concludes that the financial and managerial
resources and future prospects ol Fifth 'Third are consistent
with approval, as are the other factors required 1w be
considered under the Bank Merger Act and the Federal
Reserve Act.!”

O, 54 Federal Register 13,74 (1989),

10, 1. al 13,745,

bl See The Fifth Thuad Bank, 81 Federal Reserve Bulletin 970
(1995 CEitth Thicd Ovdec™y (Order dated August 23, 1995, approv
ing the acquisition of certain branches from PNC Bank, Ohio, NAL
Cincinnati, Ohio, "PNC”). Protestant asseits that, i connection with
this acquistiion, Fifth Thud Cincumnat Tost matenals related to his
loan application, winch was denied later by PNC. Applicants state that
Iles on loans that had been denied were not acquited in this proposal.
As noted in the Fitth Thisd Order, Protestant’s comments on his
denied loan application have been referred o PNC?S primary Tederad
supervisor, the Office of the Comptolier of the Cusnrency, for consider-
aton,

12, Protestant reiterates his allegations that fees were improperly
assessed by Fifth Third agamst an account maintained by Protestant’s

Based on the Toregoing and all the facts of record, the
Board has determined that these proposals should be, and
hereby are, approved.t The Board’s approval is specili-
cally conditioned on compliance by Filth Third  with
all commitments made in connection with these proposals.
The commitments and conditions relicd on by the Board
are deemed to be conditions imposed in writing by the
Board in connection with its tindings and decision, and, as
stch, may be enforced in procecdings under applicable faw.

These transactions may not be consummated belore the
fifteenth calendar day alter the effective date ol this order,
or later than three months alter the eflfective date ol this
order, unless such period is extended by the Board or by
the Federal Reserve Bank of Cleveland, acting pursuant to
delegated authority.

By order of the Board ol Governors, ellective Febru
ary 7, 1996,

Voting for this action: Chaitman Greenspan and Governors Kelley,
Lindsey, and Phillips. Absent and not voting: Governor Yellen.

BARBARA R, LOWRIEY
Associate Secretary of the Board

Appendix

Branch offices of NBD to be acqutired by ifih
Third-Ctucinnati:

100 West Second Street, Dayton, Ohio#

5130 Satem Avenue, Trotwood, Ohio*

896 . National Road, Vandalia, Ohio™

2829 Mianusburg-Centerville, Miamisburg, Ohio*
2601 Far Hills Avenue, Oakwood, Ohio

I B Central Avenue, West Carrollton, Ohio

4884 Airway Road, Dayton, Ohio

3245 [ Patterson Road. Beaverereek, Ohio®

Branch offices of NBD to be acquired by ifth
Third-Columbus:

6500 Tussing Road, Reynoldsburgp, Ohio®*
2757 Festival Lane, Dublin, Ohio*

company. Based on all the Tacts ol record, including supervisory
information, and for the reasons stated 1 the Filth Third Oeder, these
allegations do not warrant dental of this proposal.

13, Protestant maintains that applicants should be required to pro
vide additional informution refated Lo theit CRA performance, other
busitiess activities, and conpliance with the Bourd™s Regulations ¢
and CC'The Board is required under applicable law and its applica
tion processing regulations to act on applications submitted under the
Bank Merger Act and the Federal Reserve Act within specitied time
periods. As discussed above, the Bowrd has carefully 1eviewed the
record in this case, including information provided by Protestant, the
applicants, and by elevant reports of examination, Based on all the
lacts ol record, the Board concludes that delay or deniat ol this
proposal on the prounds of informational insufliciency is not war
ranted,

“Branch oflices of NBD to be merged into Fitth Third upon consum
mation ol the proposed tansaction.



1330 Morse Road, Columbus, Ohio™

175 S. 3rd Street, Columbus, Ohio*

6300 Frantz Road, Dublin, Ohio™

1851 W. Henderson Road, Upper Arlington, Ohio
1756 W. Lane Avenue, Columbus, Ohio

54 W. Wilson Bridge Road, Worthington, Ohio
2500 Dublin- Granville Road, Columbus, Ohio
3407 Cleveland Avenue, Columbus, Ohio

45 Huber Village Boulevard, Westerville, Ohio
3460 S. High Street, Columbus, Ohio

3870 k. Livingston Avenuce, Columbus, Ohio
2450 E. Main Street, Bexley, Ohio

7070 E. Main Street, Reynoldsburg, Ohio*
2680 W. Broad Street, Columbus, Ohio¥

5727 Fmporiun Square, Columbus, Ohio*

ORDERS ISSUED UNDER INTERNATIONAL BANKING ACT

The Sumitomo Bank, Limited
Osaka, Japan

Order Approving Establishinent of Representative Offices

The Sumitomo Bank, Linited, Osaka, Japan (“Bank™), a
forcign bank within the meaning of the International Bank-
ing Act (IBA™), has applicd under section 10(a) of the
IBA (12 US.Co§ 3107) Lo establish representative
oftices in the following locations: Los Angeles and San
Francisco, California; Miami and "Tampa, Florida; Atlanta,
Georgia; Baltimore, Maryland; Boston, Massachusetts;
Minncapolis, Minnesota; St Louis, Missouri; New York,
New York; Philadelphia and Pittsburgh, Pennsylvania; and
Dallas and Houston, "l'exas. 'The Forcign Bank Supervision
Lnhancement Act of 1991, which amended the 1BA, pro-
vides that a foreign bank must obtain the approval of the
Bourd 1o establish representative ollices in the United
States.

Notice of the applications, affording interested persons
ai opportunity 1o submit coniments, has been published in
a newspaper of general circulation with regard to cach
representative office.” The time Tor filing comments has

t. Notices were published in the {ollowing communitics where
Bank proposes to establish representative olfices: Los Angeles, Cali
tornia (The Los Angeles Times, December 15, 1995); San Francisco,
Calilfornia (The San Franciseo Clyonicle, December 15, 1995); Mi
ami, Flovida (The Miami Herald, December 15, 1995); Tampa, lorda
(The Fampa Tribune, December 150 1995); Atlanta, Georgia (The
Atlanta Journal and Constiturion, December 1, 1995); Baltimore,
Maryland (The Baltimore Sun, December 14, 1995); Boston, Massa-
chusetts (The Boston Globe, December 15, 1995); Minneapolis, Mm
nesota (Fhe Star Tribune, December 15, 1995); St Louis, Missouri
(The St. Louis Post-Dispatel, December 15, 1995); New York, New
York (F'he New York Times, December 15, 1995); Philadelphia, Petn-
sylvania (The Philadelphia tigurer, December 15, 1995); Pittsburgh,
Pennsylvania (The Patsbisgh Post Gazette, Decenber 15, 1995);
Dallas, ‘Texas (The Daily Conunercial Recoird, December 15, 1995):
and Houston, Texas (The Houston Clironicle, December 15, 1995).
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expired, and the Board has considered the applications and
all comments received.”

Bank. with total consolidated assets equivalent to ap
proximately $541 billion,* is the fourth largest bunking,
organization in Japan and the world. In the United States,
Bank currently operates subsidiary banks in San Francisco,
California and Tonofulu, [lawaii; a limited purpose trust
company i New York, New York; branches in Los Ange
les and San Francisco, Catiforma; Chicago, Hinois; and
New York, New York; agencies i Atlanta, Georgia; and
Houston, 'Texas; and a representative office i Seattle,
Washington. Bank also engages directly and through sub-
sidiaries in other permissible nonbanking activities in the
United States and abroad.

The proposed representative offices would assume the
existing business ol certain offices ol The Daiwa Bank,
Limited." The proposed representative olfices would en-
gage in traditional representative functions, including loan
production and rescarching potential markets. ‘The pro-
posed representative ollices would nol accepl any deposits
or make any foans, and would Timit their operations 1o
those consistent with the Board’s regulations.”

In acting on applications 1o establish representative of
fices, the 1IBA and Regulation K provide that the Board
shall take into account whether the foreipn bank cngapes
directly in the business of banking outside of the United
States and has furnished the Board with the information it
needs to assess the application adeqguatety, The Board also
shall take into account whether the foreign bank and any
forcign bank parent is subject o comprehensive supervi
sion or regulation on o consohidated basis by its home
country supervisor (12 US.Co§ 3105(d)2); 12 CUR,
211.24).0 The Board may also take into account additional

2. For discussion of the comment aeceived from the tnner City
Press/Comniunity on e Move, see the Boad's Order dated Febiu
ary 2, 1996, approving the notice by Bank 1o engage i trust company
aclivities.

30 AN financial data are as of September 30, 1995,

4. 0n November 1, 1995, The Darwa Baak, Limited entered into a
Consent Order with the Bowrd and other Federat and state authortties
Lo terminate its banking operations in the Umited States by Febuary 2,
1990.

SOA2 CUHER. 20E24 ).

0. In assessing this stndard, the Bowd considers, amony othet
factors, the extent to which the home coutitry supervisors:

(i) Pnsure that the bantk has adequate procedures for monitoring
and controlling s activities worldwide;
(i) ObLun information on the conddion ol the bank and s
subsidiaries and oftices through repular examination reports,
audit reports, or otherwise:
(1ii) Obtain information on the deahmgs with and telationship
between the bank and its atfiliates, bots foreign and domestic;
(iv) Receive from the bank tinancial reports that are consolidated
on a worldwide basis, or comparable wformaton that permits
analysis of the bank’s fruancial condition on o worldwide consol-
idated basis; and
(v) Fvaluate pradential standards, suchi as capital adequacy il
risk asset exposure, on a worldwide basis.
These are indicia ol comprehensive, consolidated supervision, No
single factor s essentral and other elements may inform the Bowd's
determination.
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standards as sel Torth in the 1BA and Regulation K
(12 U.8.C§ 3105(d)(3)-(4); 12 CLER. 211.24(¢)).

[n this case, with respeet to the issue of supervision by
home country authorities, the Board has considered the
following intormation. Bank is subject to the regulatory
and supervisory authotity of the Japanese Ministry of Fi-
nance ("MOIy and the Bank of Japan. The Board previ-
ously has determined in comnection with an application
involving another Japanese bank that the bantk was subject
1o comprehensive, consolidated home country  supervi-
sion.’ In this case, Bank is supervised on substantially the
same terms and conditions as the othey Japanese bank.
Morcover, the MOIF recently announced plans to enhance
its bank supervision in @ number ol arcas, cluding
strengthening, on-site inspections; establishing more con-
prehensive puidelines for internal audits, controls, and risk
management; increasing enforcement tools Tor distressed
bunking institutions; and promoting closer information ex-
chunges with forcign supervisory authorities. Based on all
the Tacts ol record, the Board has determined that Bank is
subject o comprehiensive supervision on a consolidated
basis by s home country supervisors,

The Board also notes that Bank engages directly in the
business of banking outside the United States through its
banking operations i Japan and elsewhere. Bank has pro-
vided the Board with the information necessary 1o assess
the application adequately.

The Board afso has taken into account the additional
standards set forth in section 7 of the IBA and Regula-
tion K (See 12U.S.00 § 305()3)-(4); 12 CLER,
201.24(¢)(2)).
Finance has consented to the establishiment of the proposcd
representative otlices.

Taking into consideration Bank’s record ol operations in
f1s home country, its overall financial resources, and its
standing with its home country supervisors, the Board also
has determined that financial and managerial lactors are
consistent with approval ol the proposed representative
oftices. Bank appears 1o have the experience and capacity
Lo support the proposed representative offices and  has
established controls and procedures for the proposed repre-
sentative offices to ensure compliance with ULS. law.

Finalty, with respect 1o access o information about
Bank’s operations, Bank has committed o make available
o the Board such information on the operations of” Bank
and its alliliates that the Board deems necessary to deter-
mine and enforce compliance with the IBA, the Bank

Holding Company Act ol 1956, as amended, and other
applicable Federal faw. To the extent that the provision ol

such information may be prohibited by law, Bank has
committed to cooperate with the Board i obtaining any
consents or waivers that might be requited from third
partics for disciosure. In fight of these commitments and
other facts of record, and subject to the condition described
below, the Board concludes that Bank has provided ade-

7. Bank of Tokvo, 81 Federal Reserve Bulletin 279 (1995).

hi this regard, the Jupancse Ministry of

quate assurances of access to any necessary information
the Board may request.

On the basis ol all the Tacts of record, and subject to the
commitments made by Bank, as well as the terms and
conditions sct forth in this order, the Board has determined
that Bank’s applications to establish representative offices
should be, and hereby are, approved. Should any restric-
tions on access o information on the operations or activi-
ties of Bank and any of its alliliates subsequently interfere
with the Board’s ability to determine the compliance by
Bank or its alliliates with applicable Tederal statutes, the
Board may require termination ol any ol Bank’s or its
aftiliates” direct or indirect activitics in the United States,
Approval ol these applications is also specifically condi-
tioned on compliance by Bank with all commitments made
in connection with these applications, including but not
limited to commitments made with respect to retention and
maintenance of documents, and with the conditions in this
order.® The commitments and conditions referred to above
are conditions imposed in writing by the Board in cannee-
tion with its decision, and may be enforced in proceedings
under 12 US.Co§ 1818 against Bank, its ollices, and its
aftiliates.

By order of the Board of Governors, ceffective Yebru-
ary 2, 1996.

Voting for this action: Chairman Greenspan, Viee Chairman
Blinder, and Governors Kelley, Lindsey, Phillips, and Yellen.

WILLIAM W. WILES
Secretary of the Board

Union Bank of Switzerland
Zurich, Switzerland

Order Approving Establishiment of a Branch

Union Bank of Switzerland (“Bank™), Zurich, Switzer-
land, a forcign bank within the meaning ol the Interna-
tional Banking Act (“IBA™), has applicd under section 7(d)
of the IBA (12 US.C. §3105(d)) to establish a state-
licensed limited branch in New York, New York., The
Foreign Bank Supervision Enhancement Act ol 1991
(“FBSEA™), which amended the IBA, provides that a
loreign bank must obtain the approval ol the Board to
establish a branch in the United States.

Notice of the application, alfording interested persons an
opportunity to submit coments, has been published in
newspaper of general circutation in New York, New York
(The New York limes, November t7, 1995), 'The time (or

8. The Board’s authority to approve the estublishment of the pro-
posed oftices paratlels the continuing, authority of state banking regu-
lators to license ollices of a foreign bank. "The Boad's approval off
these applications does not supplant the authority ol the relevant state
banking regulators 1o license the proposed offices ol Bank in accor-
dance with any terns or conditions that such state banking regulators
miy inpose.



filing comments has expired, and all commernts have been
considered.

Bauk, with total consolidated assets of approximately
$3006.6 billion,' is the largest bank in Switzerland, and it
engages in a wide range of banking activitics worldwide
directly and through subsidiaries.” As of December 31,
1995, shares of Bank representing approximatety 117 per-
cent of total voting, rights were held by BK Vision AG, BZ,

Stiltung, and Stillhalter Vision AG, which are members of

the B7. Group. No other sharcholder holds more than
5 percent of total voting rights.

In the United States, Bank operates branches in New
York, New York; Chicago, Hlinois; and Los Angeles, Cali-
fornia; an agency in Houston, ‘Texas; and a representative
oflice in San Francisco, California. Bank also operates
UBS Securities, Inc., New York, New York, a subsidiary
engaged in sceurities activitics that are grandfathered under
the [BA; UBS Finance (Delaware) Inc., Wilmington, Dela-
ware, a commercial paper issuing subsidiary; and several
other subsidiaries in the United States.

Bank’s primary purpose for cstablishing the proposed
limited branch is to provide private banking and assct
management services in the U.S. market. Bank alrcady
provides similar scrvices at its existing New York branch.
As a limited branch, the proposed branch would be prohib-
ited from accepting deposits from sources other than those

permitted under section 5 of the IBA and section 25A of

the Federal Reserve Actt Bank would continue to be a
qualilying forcign banking organization within the mean
ing of Regulation K after establishing the proposced branch.
12 C.ER. 211.23(b).

Bank has received approvals [rom the Swiss Federal
Banking Commission (“SFBC™) and the New York State
Banking Department of its proposal to establish the pro-
posed branch.

Iy order (o approve an application by a foreign bank 1o
establish a branch in the United States, the IBA and Regu-
lation K require the Board 1o determine that the loreign
bank applicant engages directly tn the business of banking
outside of the United States, and has Turnished to the Board
the information it needs to adequately assess the applica-
tion. The Board also must determine that the forcign bank
is subject to comprehensive supetvision or regulation on
consolidated  basis by its home country  supervisor
(12 U.8.C. 8§ 3105(d)(2)). The Board may also take into
account additional standacds as sct forth in the [BA
(12 U.S.C. § 3105(d)(3)-(4)) and Regulation K (12 C.ER,
211.24¢)).

1. Asset data are as of June 30, 1995,

2. The principal subsidiaries of Bank are engaged in the securities
and banking business.

3. Bank’s home state is Calitornia. Under section 5 of the IBA, a
foreign bank may establish a branch outside its home state that Hmits
its deposit-taking 1o that ol an Fdge corporation operating under
section 25A of the Pederal Reserve Act.
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Bank engages directly in the business of banking outside
ol the United States throught its commercial banking opera-
tions in Switzerland and several other countries. Bank also
has provided the Board with the information necessary (o
assess the application through submissions that address the
relevant issuces.

Regulation K provides that a foreign bank will be con-
sidered 10 be subject 1o comprehensive supervision or
regulation on a consolidated basis if the Board determines
that the bauk is supervised and regulated in such a manner
that its home country supervisor receives suflicient infor-
mation on the foreign bank’s wotldwide operations, includ-
ing the relationship of the foreign bank to any alliliate, to
assess the overall financial condition of the foreign bank
and its compliance with law and regulation (12 CLER.
211.24¢)(1). " o making its determination under this stan-
dard, the Board has considered the following information,

Bauk is supervised and reputated by the SFBC. The
SEBC is respousible for the prudeutial supervision and
regulation of credil institutions. The Board has previously
determined, in connection with an application involving,
another Swiss bank, Coutts & Co., AG (“Coutts™), that
Coutts was subject o home country supervision on a
consolidated basis.> Bank is supervised by the SEFBC on the
same terms and conditions as Coutts. Bank also has pro-
vided additional information regarding the supervision and
regulation ol Bank’s activities by entities other than the
SIFBC. Based on all the Tacts of record, the Board has
determnined that Bank is subject to comprehensive supervi-
sion and regulation on a consolidated basis by its home
country Supervisors.

The Board has also taken into account the additional
standards sct forth in scction 7 of the IBA (See 12 US.C,
§ 3105(DB3)-(4y; 12 CER 211.24(¢)(2)). Bank has pro-
vided the Board with the information necessary to assess
the application through submissions that address the rele
vant tssues. As noled above, Bank has received the consent
ol the SFBC to establish the proposed  state-licensed
branch.

Switzerland is a signatory to the Basle risk-basced capital
standards, and Swiss risk-based capital standards meet

4, In assessing thus standard, the Board cousiders, among, othet
tactors, the extent to wlich the honie cowttey supetvisors:
(i) Ensure that the bank has adequate procedures Tor monitoring,
and controlling its activitics worldwide,
(i) Obtain information on the condition of the bank and its
subsidiarics and oflices through regular examination reports,
audit reports, or otherwise;
(iii) Obtain information on the dealings with and elationship
between the bank and its afliliates, both foreign and domestic;
(iv) Receive ron the baok financial reports that e consolidated
on a worldwide basis, or compatable information (hat permits
analysis ol the bank’s financial condition on a wotldwide consol
idated basis;
(v) Evaluate prudential standards, such as capital adequacy and
risk asset exposure, on a worldwide basis.
These are indicia of comprehensive, consolidated supervision. No
smgle factor is essential, and other clemeats may inform the Board’s
determination.
5. 8ee Coutts & Co., AG, T Federal Reserve Bulletin 636 (1093),
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those establishied by the Busle Capital Accord and the
European Union. Bank’s capital is in excess of the mini-
mum levels that would be required by the Baste Capital
Accord and is considered equivalent to capital that would
be required of a LS. banking organization. Managerial and
other financial resources of Bank also are considered con-
sistent with approval, and Bank appears to have the experi-
ence and capacity to support the proposed branch. Bank
s established controls and procedures Tor the proposed
branch in order to ensure compliance with ULS. taw, as well
as controls and procedures for its worldwide operations in
gencral,

Finally, the Board has reviewed the restrictions on dis-
closure in relevant jurisdictions in which Bank operates
and has communicated with relevant government authori-
tics about access o information. Bank has committed that
it will make available to the Board such information on the
operations ol Bank and any afiifiate of Bank that the Board
deems necessary to determine and enlorce compliance with
the 1BA, the Bank Holding Company Act ol 19506, as
amended. and other applicable federal law. "To the extent
that the provision ol such information is prohibited or
impeded by law, Bank has committed to cooperate with the
Board 10 obtain any necessiry consents or waivers that
might be required from third parties in connection with
disclosure ol certain information. In addition, subject to
certain conditions, the SFBC may share information on
Bank’s operations with other supervisors, inciuding, the
Board. In light of these commitments and other facts ol
record, and subject to the condition deseribed below, the
Board concludes that Bank has provided adequate assur-
ances ol access 1o any necessary information the Board
may request.

On the basis of all the facts of record, and subject o the

commitments made by Bank, as well as the terms and
conditions set forth in this order, the Board has determined
that Bank’s application to establish u state-licensed limited
branch should be, and hereby is, approved. Should any
restrictions on access 1o information on the operations or
activities of Bank and its aftiliates subsequently interfere
with the Board’s ability to obtain information to determine
and enforce compliance by Bank or its affiliates with
applicable federal statates, the Board may require termina-
tion of any of the Bank’s direct or indireet activitices in the
United States. Approval ol this application is also speciti-
cally conditioned on Bank’s compliance with the commit-
ments made i connection with this application, and with
the conditions in this order.® The commitments and condi-
tons referred 1o above are conditions imposed in writing
by the Board in connection with its decision, and may be
enforced in - proceedings under 12 US.Co § 1818 or
[2 U.S.CL§ 1847 against Bank, its office, and its affiliates.

By order of the Board of Governors, ceffective Febru-
ary 28, 1996.

Votmg for this action: Chainnan Greenspan and Governoss Find-
sey, Phillips and Yellen. Absent and not voting: Governor Kelley,

WILLIAM W. WILES
Secretary of the Board

6. The Board’s authority to approve the establishment ot the pro-
posed branch parallels the continuing authority of the State of New
York to license olbiees of a foreign hank. ‘The Board’s approval of this
application does not supplant the authority of the State of New York,
and its agent, the New York State Banking Departiment, to license the
proposed branch of Bank in accordance with any terms or conditions
that the State of New York may inpose.

INDEX OF ORDERS ISSUED OR ACTIONS TAKEN BY THE BOARD O GOVERNORS OF THE [ EDERAL RESERVE SYSTEM

(October 1, 1995-December 31, 1995)

Applicant L
P or Activity

Ist United Bancorp,

Boca Raton, Hlorida South,

Merrit Istand, Florida

Merged or Acquired Bank

The American Bancorporation of the

The American Bank of the South,

Merritt Island, Florida
Premier Acquisition Corporation,

Bance One Corporation,

Columbus, Ohio Columbus, Ohio

Premicer Bancorp, Inc.,

Baton Rouge, Louisiana

Prenner Bank, NOAL,

Baton Rouge, Louisiana

Banco Santander, S.A.,
Madrid, Spain

11°8 Participagoes ¢ Servigos, S.A.,
Funchal, Portugal

First Union Corporation.
Charlotte. North Carolina 1995

Bulleti
Date of wlletin
Volume
Approval
and Page
December 1, 82, 151
1995
November 29, 82, 88
1995
October 206, 81, 1139



Index of Orders - Continued

Applicant

Bank South Corporation,
Atlanta, Georgia
Barclays PLC,
London, England
Barclays Bank P1LC,
London, England

The Berens Corporation,
Houston, Texas

Berens Delaware, Ine.,
Wilmington, Delawire

Boatmen’s Bancshares, Inc.,
St. Louis, Missouri

Chemiical International Finance
[Limited,
New York, New York
Citibank Overscas Investment
Corporation,
New Castle, Delaware

Crédit Communal de Belgique S AL

Brussels, Belgium
Decutsche Bank AG,
Frankfurt, Germany

First American Corporation,
Nashville, Tennessee

Merged or Acquired Bank
or Activity

Bank South Securities Corporation,
Atlanta, Georgia
Wells Fargo Investinent Advisors,

San Francisco, California

The Nikko Building ULS.AL, Inc.,
San Francisco, California

Wells Fargo Institutional "T'rust
Company, N.A,,
San Francisco, Calilornia

Wells Fargo Nikko Investiment
Advisors,
San Francisco, California

Wells largo Nikko Investiment Advisors
International,
San Francisco, Calilornia

Wells Fargo Foreign Funds Advisors,
San Francisco, Calilornia

401(k) MasterWorks Division ol Wells
Fargo Bank, N.A.,
San Francisco, California

First National Bank ol Dayton,
Dayton, Texas

Berens Credit Corporation,
Houston, "lexas

Fourth Uinancial Corporation,
Wichita, Kansas

Bank IV, N.A.,
Wichita, Kansas

Bank 1V Oklahoma, N.AL,
Tulsa, Oklahoma

Chemical Bank Norge, A.S.,
Oslo, Norway

Citibank Espana, S.A,,
Madrid, Spain

To establish a state-licensed branch in
New York, New York

Deutsche Bank Sharps Pixley, Inc.,
New York, New York

Deutsche Sharps Pixley Metals, Inc.,
New York, New York

Fiest City Bancorp,
Murlreesboro, 'Tennessee

lirst City Bank,
Murlreesboro, ‘fennessee

Citizens Bank,
Smithville, Tennessee
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. Bulletin

Date ol

Voluine
Approval

and Page
October 24, &1, 1116
1995
December 21, 82, 158
1995
December 6, 82, 166
1995
December 21, 82, 107
1995
October 2, 81, 1160
1995
October 4, 81, 1161
1995
November 20, 82, 104
1095
December 13, 82, 161
1995
ecember H, 82, 153

1995
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Index of Orders-- -Continued

Applicant

Firstar Corporation,
Milwaukee, Wisconsin
Firstar Corporation of Towa,

Des Moines, [owa

First Bank System, Ine.,
Minncapolis, Minuesota

Fiest Union Corporation,
Charlotte, North Carolina

First Union Corporation ol New
Jersey,
Newark, New Jersey

First National of Nebraska, Inc.,
Omaha, Nebraska
st Union Corporation,
Charlotte, North Carolina
RS Financial Corporation,
Raleigh, North Carolina
Fleet Bank,
Albany, New York
Fleet Bank-NUH,
Nashua, New Hampshire
[leet Financial Group,
Providence, Rhode [sland

Keystone Financial, Inc.,
Harrishurg, Pennsylvania

Mercantile Bancorporation Inc.,
St. Louis, Missouri

National Australia Bank Limited,
Metbourne, Australia

National Equitics Limited,
Melbourne, Australia

National Australia Group Limited,

London, Lngland

National Americas Holding Limited,

1L.ondon, England
MNC* Acquisition Co.,
Melbourne, Australia
NationsBank Corporation,
Charlotte, North Carolina

Merged or Acquired Bank
or Activity

Harvest Financial Corp.,
Dubuque, lowa

Harvest Savings Bank, a Federal
Savings Bank,
Dubuque, lowa

FirsTier Financial, Inc.,
Omaha, Nebraska

First Fidelity Bancorporation,
Newark, New Jersey

First Fidelity Bancorporation,
Philadelphia, Pennsylvania

First Fidelity Bank, N.A.,
Lilkton, Maryland

Virst Fidelity Bank,
Stamford, Connecticut

First Fidelity Bank, Delaware,
Wilmington, Delaware

First Technology Solutions, Inc.,
Omaha, Nebraska

Ralcigh Federal Savings Bauk,
Raleigh, North Carolina

Shawmut Bank New York,
Schenectady, New York
Shawmut Bank NII,
Manchester, New Hampshire
Shawmut National Corporation,
[Hartford, Connecticut,
Shawmut National Corporation,
Boston, Massachusetts

Martindale Andres & Company, Inc.,
West Conshohocken, Pennsylvania

Seccurity Bank of Conway, FS.B.,
Conway, Arkansas

Michigan National Corporation,
Farmington Hitls, Michigan

Michigan National Bank,
Farmington Hills, Michigan

C'SE Holdings, Inc.,
Miami, Florida

Citizens Federal Bank, a Federal
Savings Bank,
Miami, Florida

Date of
Approval

Bulletin
Volume
and Page

December (1,
1995

December (8,
{995

October 26,
1995

November 27,
{995

October 260,
1995

November 14,
1995
November 14,
1995
November 14,
[995

November 6,
1995
November 29,
1995

Qctober 16,
1995

QOctober 17,

1995

82, 162

82, 169

81, 1143

82, 82

81, 1118

82, 50
82, 50

82, 50

82, 84

82, 86

81, 1153

81, 1124
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Applhicant

NationsBank Corporation,
Charlotte, North Carolina

NationsBank Corporation,
Charlotte, North Carolina
NB Holdings, Inc.,
Charlotte, North Carolina
NationsBank Corporation,
Charlotte, North Carolina
NB Holdings, Inc.,
Charlotte, North Carolina

NBD Bancorp, Inc.,
Detroit, Michigan

Norwest Corporation,
Minneapolis, Minnesota

Norwest Corporation,
Minncapolis, Mitmesota
Norwest Corporatiots,
Minneapolis, Minnesota
Norwest Financial Services, lnc.,
Des Moines, Towa
Premier Bancorp, e,
Baton Rouge, Louisiana

The Shorebank Corporation,
Chicago, Hlinois

Signet Bank/Virginia,
Richmond, Virginia
South'l'rust Corporation,

Birminghani, Alabama

Merged or Acquired Bank
or Activity

Bank South Corporation,
Atlanta, Georgia

Bank South,
Atlanta, Georgia

Intercontinental Bank,
Miami, Florida

North Florida Bank Corporation.
Madison, Florida

Bank of Madison County, National
Association,
Madison, Florida

First Chicago Corporation,
Chicago, Hlinois

Anierican National Corporation,
Chicago, Hlinois

First National Bank of Chicago,
Chicago, Hlinois

American National Bank & ‘I'rust
Company,
Chicago, Winois

1C'C National Bank,
Wilmington, Delaware

Canton Banceshares, Inc.,
Canton, inois

Canton State Bank,
Canton, Hlinois

The Foothill Group, Inc.,
Los Angeles, California

Orlandi Valuta,
t.os Angeles, California

Orlandi Valuta Nacional,
Boulder Clity, Nevada

HINB Corporation,
Homer, Louisiana

Itomer National Bank,
Homer, Louisiana

Indecorp, Inc.,
Chicago, Hlinois

Independence Bank,
Chicago, Hlinois

Drexel National Bank,
Chicago, Hlinois

Signet Bank/Maryland,
Baltimore, Maryland

South'l'rust Sccurities, Inc.,
Birmingham, Alabamia

Lxate ol
Approval

December 18,

1995

October 17,
1995

December 6,
1995

Novenber 7,
1995

December 18,
1995

October 17,
1995
October 17,
1995

November 9,
1995

October 106,
1995

October 2,
1995
Oclober 30,
1995

Bulletin
Volume
and Page

82, 172

81, 1105

82, 154

82, 03

82, 150

81, 1128

81,1130

82,75

81, 1107

81, 1157

81, 1132
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Index of Orders—-Continued

. Merged or Acquired Bank Date of Bulletin
Applicant . Volume
or Activily Approval
and Page
Stichting Prioriteit ABN AMRO Alfred Berg, Inc., October 30, 81, 1134
Holding, New York, New York 1995
Amsterdam, ‘The Netherlands
Stichting Administratickantoor ABN
AMRO Holding,
Amsterdan, The Netherlands
ABN AMRO Holding N.V.,
Amsterdam, The Netherlands
ABN AMRO Bank N.V,,
Amsterdam, The Netherlands
SunTrust Banks, Inc., Sun'Trust Capital Markets, Inc., October 16, 81, 1137
Atlanta, Georgia Atlanta, Georgia 1995
UB&T Financial Corporation, United Bank & ‘Trust, N.A., October 23, 81, 1112
Dallas, Texas Dallas, Texas 1995
UB&'T Delaware Financial Southeast Bancshares, Inc.,
Corporation, Dallas, Texas
Dover, Delaware Commercial National Bank,
Dallas, Texas
Union Planters Corporation, Capital Bancorporation, Inc., November 20, 82,78
Memphis, ‘Tennessee Cape Girardeau, Missouri 19935

Maryland Avenue Bancorporation,
Clayton, Missouri

Century State Baneshares,
Jackson, Missouri

U8, Bancorp, West One Buncorp, December 11, 82, 177
Portland, Oregon Boise, 1daho 1995

Wellington State Bank, Bank ol America Texas, N.A., December 6, 82, 183
Wellington, Texas Irving, Texas 1995

Wells Fargo & Company, Wells Fargo Equity Capital, [nc., December 13, 82, 165
San Francisco, California San Francisco, California 1995

APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Secretary of the Board

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

Washington, D.C:. 20551,

Section 3

Applicant(s) Bank(s) Effective Date
Whitney Holding Corporation, First Citizens BancStock, Inc., February 9, 1996
New Orleans, Louisiana Morgan City, Louisiana

First National Bank in St. Mary Parish,
Morgan City, Louisiana



Section 4

Applicant(s)
Old National Bancorp,
Fvansville, Indiana

Bank(s)

Advantage Financial Services, Inc.,
Indianapolis, Indiana

APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By Federal Reserve Banks

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

the Reserve Banks.

Scction 3

Applicant(s)

Ameribane, Ing.,
St. Louis, Missouri

Associated Bane-Corp.,
Green Bay, Wisconsin

Banc One Corporation,
Columbus, Ohio

KeyCorp,
Cleveland, Ohio

National City Corporation,
Cleveland, Ohio

PNC Bank Corp,
Pittsburgh, Pennsylvania

Bancshares of Nichols Hills, [ne.,
Ponca City, Oklahoma

Baxter Baneshares, Inc.,
Baxter Springs, Kansas

Citi-Bancshares, Inc.,
Leesburg, Florida
Durden Bankshares, hic.,
Twin City, Georgia
Fvans Bancshares, lnc.,
Evansdale, Towa
PABP Bancshares, luc.,
Pensacola, Florida

The First Bancshares, Inc.,
Hatticsburg, Mississippi

Bank(s)

MidAmerican Corporation, Kansas City
Rocland Park, Kansas

MidAmerican Insurance Agencey, lnc.,
Rocland Park, Kansas

Associated Banc-Shares, Inc.,
Madison, Wisconsin

Chicago

Greater Cotumbia Baneshares, Inc.,
Portuge, Wisconsin

The First National Bank
of Portage,
Portage, Wisconsin

Electronic Payment Services, Ine.,
Wilmington, Delaware

Cleveland

Bank of Nichols Hills,
Oklahoma City, Oklahoma

The Baxter State Bank,
Baxter Springs, Kansas

PPeople’s National Bank,

Kausas City

Kansas City

Seneca, Missouri

Citizens First Baneshares, Inc., Atlanta
Ocala, Florida
Durden Banking Company, lic., Atlanta

Twin City, Georgia
Olmsted National Bank,
Rochester. Minnesota

Chicago

First American Bank of Pensacola, Atanta
National Association,
Pensacola, Florida

The Fiest National Bank of Mississippi, Atlanta

Hattiesburg, Mississippi

Reserve Bank

Legal Developments 377

tiffective Date

February 13, 1996

Eftective Date

January 25, 1990

Licbruary 8, 1990

February 13, 1990

tebraary 16, 1996

February 15, 1996

Licbruary 15, 1996
tebruary 20, 1996
Lebruary 16, 1996

February 16, 1990

February 8, 1096
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Section 3——Continued

Applicant(s)

FirstBank Holding Company of
Colorado,

[Lakewood, Colorado
FirstBank Holding Company off
Colorado Employee Stock

Ownership Plan,
Lakewood, Cotorado

First Decatur Bancshares, Inc.,
Decatur, Hinois

FirstMerit Corporation,
Akron, Ohio
First National Baneshares, Inc.,
Lidmond, Oklahoma
I'NB Bankshares, Inc.,
Milnor, North Dakota
Hamburg Financial, Inc.,
Hamburg, fowa

James River Bankshares, Inc.,
Sullolk, Virginia

Lindsey Baneshares, 1nc.,
Harrisonville, Missouri

Marine Bancorp, Inc.,
Springfield, Hlinois

Magna Group, Inc.,
St. Louis, Missouri

Mercantile Bancorporation, Inc.,
St. Louis, Missouri

Middlefork Financial Group, Inc.,
Iyden, Kentucky

Norwest Corporation,
Minncapolis, Minnesota

Peoples Banceshares, Ine.,
Kansas City, Missouri

Pionecer Bancshares, lic.,
Ponca City, Oklahoma

Pioncer Baneshares, Ine., Employcee
Stack Ownership Plan,
Ponca City, Oklahoma

Platte Valley Baneshares, Inc.,
Kansas City, Missouri

Bank(s)

Bank of Douglas County, Kansas City

Castle Rock, Colorado

First Shelby Financial Group, luce., Chicago
Shelbyville, Winois

First Trust Bank,
Shelbyville, Hinois

FirstMerit Bank, N.A., Cleveland

Clearwater, Florida

First National Bank of Edmond, Kansas Clity
Iidmond, Oklahoma

Lirst National Bank,
L.isbon, North Dakota

Thurman State Corporation,
1.incoln, Nebraska

United National Bank of Towa,
Sidney, towa

Bank of Isle of Wight,
Smithlicld, Virginia

Minncapolis

Chicago

Richmond

Harrisonville Bancshares, Inc., Kansas City
Harrisonville, Missouri

Marine Bank, Springfield, St. Louis
Springfickd, Hlinois

River Bend Baneshares, toe., St Louis
Fast Alton, [Hinois

Mercantile Bank of Jackson County, In
Orpanization,

Kausas Cily, Missouri

Kansas Clity

Farmers & Traders Bank of Campton, Cleveland
Campton, Kentuchy
Henrietta Baneshares, Inc., Minneapolis

[Henriettla, Texas

Henrietta Delaware Financial
Corporation,
Dover, Delaware

The First National Bank ol Henrietta,
Henrietta, Texas

First State Bank of [ubbard,
Hubbard, Texas

Lindsey Bancshares, Inc.,
tHarrisonville, Missourt

Bancshares ol Nichols Hills, Inc.,
Ponca City, Oklahoma

Kansas City

Kansas City

Lindscy Baneshares, Inc.,
Harrisonville, Missourt

Kansas City

Reserve Bank

Ellective Date

Licbruary 2, 1996

January 30, 1996

Lebruary 12, 1996
February 21, 1996
lichruary 7, 1996

February 5, 1996

February 8, 1990
lebraary 15, 1996
February 1, 1996
February 6, 1996

January 25, 1996

January 29, 1996

February 6, 1996

tebruary 15, 1996

['ebruary 16, 1996

February 15, 1996



Section 3—-Continucd

Applicant(s)

Regions Merger Subsidiary, Inc.,
Gainesville, Georgia

Sabine Bancshares, Inc.,

Many, Louisiana

Storm Lake Security
Bancorporation,
Storm Lake, fowa

Sunset Bancorp, Inc.,
Sunset, Louisiana

Valley Bancorp, Inc.,
Phocnx, Arizona

ValliCorp Holdings, Inc.,
Fresno, California

Wells River Bancorp, lnc,,
Wellsville, Ohio

Section 4

Applicani(s)

Banque Nationale de Paris,
Paris, France

BancWest Corporation,
San Francisco, California

Firstbank of inois Co.,
Springfield, Hlinois

Mountain Bank Systems, lic.,
Whitefish, Montana

Ohio Valley Banc Corp.,
Gallipolis, Ohio

Pinetlas Bancshares Corporation,
St. Petersburg, Florida

Regions Financial Corporation,
Birmingham, Atabama

Regions Merger Subsidiary, Inc.,
Gainesville, Georgia

Summit Bancorp,
Akron, Ohio

Texas Community Bancshares, Inc.,
Dallas, Texas

Iirst Lakewood, lne.,
Dover, Delaware

Bank(s)

First National Bancorp,
Gainesville, Georgia

First Commumity Bancshaves, Ine.,
Winnfield, Louisiana

Winn Bancshares, Inc.,
Winnfield, Louisiana

Security ‘Trust & Savings Bank,
Storm Lake, lowa

Bank of Sunset and Trust Company,
Sunset, Louisiana
Valley Bank of Arizona,
Phocnix, Arizona
Commerce Bank of San Luis Obispo,
National Association,
San Luis Obispo, California
CoBank Financial Corporation,
San Lais Obispo, California
Perpetual Savings Bank,
Wellsville, Ohio

Nonbanking Activity/Company

Northbay Financial Corporation,
Petaluma, California

Northbay Savings Bank, F.S.8.,
Petaluma, California

MidCountry Financial, Inc.,
Highland, Hlinois

Mountain Financial, Inc.,
liurcka, Montana

[oan Central, Inc., Gallipolis, Ohio

Lickhofl, Picper & Willoughby, Inc.,
Tampa, Horida
First National Bancorp,
Gainesville, Georgia
I'F Bancorp, Inc.,
New Smyrna Beach, Florida
First Pederal Savings Bank of New
Smyrna Beach,
New Smyrna Beach, Florida
First Federal Savings Bank
of Citrus County,
Inverness, Florida

Summit Bane Investments Corporation,

Akron, Ohio
Fiduciary Consulting Services, LLC,
Dallas, Texas

Reserve Bank

Atlanta

Dallas

Chicago

Atlanta
San Francisco

San Francisco

Cleveland

Reserve Bank

San Francisco

Chicago
Minneapolis
Cleveland
Atlanta

Atlanta

Cleveland

Dallas
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Liftective Date

January 20, 1990

Lebruary 1, 1996

January 31, 1996

January 20, 1996
February 6, 1996

February 260, 1996

Iichruary 2, 1996

Eftective Date

february 10, 1996

January 30, 1996
February 13, 1996
Fanuary 26, 1996
January 26, 1996

January 26, 1990

I'ebraary 15, 1990

February 10, 1990
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Scction 4 Continucd

Applicant(s)

Texas Community Baneshares, Inc.,
Dallas, ‘Texas Inc.,
First Lakewood, Inc., Dallas, "Texas
Dover, Delaware
Traxshares, Inc.,
[.¢ Center, Minnesota
Wells Fargo & Company,

is own accoutt

San Francisco, California

Noubanking Activity/Company

Texas Community Financial Services,

To engage de novo in making loans for
£ 8

To engage de novo in the activities of

Reserve Bank Iiflective Dale

Dallas

January 31, 1996

Minneapolis February 1, 1996

San Francisco February (4, 1996

installing, owning, operating, and

maintaining astomatic teller machines

in the State of Oregon

Sections 3 and 4

Applicant(s)

Reliance Banceshares, Inc.,
Milwaukee, Wisconsin
Whitaker Bank Corporation of

Kentucky,
Lexington, Kentucky

Corporation,

Nonbanking Activity/Company

Reliance Savings Bank,
Milwaukee, Wisconsin
Mount Sterling National Holding

Reserve Bank Eftective Date

Chicago February 16, 1996

Cleveland February 2, 1996

Mount Sterling, Kentucky

APPLICATIONS APPROVED UNDER BANK MERGER ACT BY I'EDERAL RESERVE BANKS

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

the Reserve Banks.

Applicant(s) Bank(s)

Reserve Bank Fiftective Date

BIW Acquisition Bank,
Suffolk, Virginia
Conmerce Bank of San Luis Obispo,
National Association,
San Luis Obispo, California
Vecetra Bank of Boulder,
Boulder, Colorado

Bank of Isle ol Wight, February 8, 1996
Smithficld, Virginia
ValliWide Bank,

1resno, California

Richmond

San lrancisco February 20, 1996

Vecetra Bank,
Denver, Colorado

Kansas City February 1, 1990

PENDING CASES INVOLVING THE BOARD OF
GOVERNORS

This list of pending cases does not include suits against the
Federal Reserve Banks in which the Board of Governors is nor
named a pariy,

Henderson v, Board of Governors, No. 90 1054 (D.C. Cit.,
filed February 16, 1996). Petition for review of a Board
order dated January [7, 1996, approving the merger of First
Citizens BancShares, Ine., Raleigh, North Carolina, with
Allicd Bank Capital, loc, Sanford, North Carolina. On
February 10, the petitioners moved for a stay of the Board’s
order. The Board opposed the motion on February 26, 1996,

Research Triangle Institure v, Board of Governors, No.
1:06CV00102 (M.DN.C., filed February 12, 1996). Con-
tract dispute.

In re: Subpoena Duces Tecum, Misc. No, 96-MS-(TPJ) (D.
D.C. tiled February 7, 1996). Motion to enforce a subpoena
issued to the Board seeking, among other things, bank
examination material. The Board’s opposition was filed on
Fiebruary 20, 1996.

Inner City PressiCommunity on the Move v. Board of Gover-
nors, No. 96 4008 (2nd Cir, tiled January 19, 1996). Peti-
tion for review of a Board order dated January 5, 1996,
approving the applications and notices by Chenical Bank-
ing Corporation to merge with The Chase Manhattan Cor-
poration, both of New York, New York, and by Chemical



Bank to merge with The Chase Manhattan Bauk, N.AL, both
ol New York, New York,

Hotchkiss v. Board of Governors, No. 3:96C°V70335 (N.D.
Ohio, filed January 19, 1996). Appeal ol order ol bank-
ruptey court pranting Bowrd's miotion for suninry judg-
ment in adversary proceeding challenging dischargeability
ol Board consent order. The Board’s briel is due Aprd 1,
1996,

Menick v. Greenspan, No. 95 CV 01916 (D, D.C filed Octo-
ber 10, 1995), Complaint alleging sex, age, and handicap
diserimination in ciployment.

Kuniz v. Board of Governors, No. 95 1195 (D.C. Clr, filed
September 21, 19935). Petition for review of’ Board order
dated August 23, 1995, approving the applications ol ‘The
Filth Third Bank, Cincinnati, Ohio, 1o acquire certain assets
and assume certain Habilities of 12 branches of PNC Bank,
Ohio, N.A., Cincinnati, Ohio, and (o establish certain
branches, ‘The Board™s motion to dismiss was filed on
October 26, 1995,

Lee v, Board of Governors, No. 94 4134 (2nd Ci, filed
August 22, 1995). Petition for review ol Board orders dated
Juty 24, 1995, approving certain steps ol a corporate reorga-
nization of ULS, Trust Corporation, New York, New York,
and the acquisition of 0.S. Trust by Chase Manhattan
Corporation, New York, New York. On September 12,
1995, the court denied petitioners” motion for an cmergency
stay ol the Board’s ordess.

Jones v. Board of Governors, No, 95 1359 (D.C, Cir., filed
July 17, 1995y, Petition for review ol a Board order dated
June 19, 1995, approving the application by st Com
merce Corporation, New Orleans, Louisiana, o acquire
lL.akeside Baneshares, Lake Charles, Fouisiana. On Novem
ber 15, 1995, the court granted (hie Board’s motion (o
dismiss. On December 26, 1995, the petitioner filed a
request for reconsideration. ‘The motion was demed on
tebruary 26, 19906,

Beckman v, Greenspan, No. 95 35474 (9th Cie, filed May 4,
1995). Appeal of dismissal of action against Board and
others seeking damages lor alleged violations of constitu-
tional and common faw rights. The appellants’ brief was
filed on June 23, 1995 the Bowrd’s briel was hled on
July 12, 1995,

Board of Governors v. Scott, Mise. No. 95 127 (LIFO/PIAY (D.
D.C tiled April 14, 1995). Application to enforce an ad-
ministrative investigatory subpocna for documents and tes-
timony. On August 3, 1995, the magistrate judge issued an
order granting in part and denying in part the Board’s
application. On Scptember 18, 1995, the intervenor moved
for reconsideration of a portion ol the magistrate’s ruling,

Money Station, Tne. v, Board of Governors, No. 95 1182
(D.C, Cir., liled March 30, 1995, Petition tor review of a
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Board order dated March , 1995, approving notices by
Bank One Corporation, Columbas, Ohio; CoreStates Finar
cial Corp.. Philadelphia, Pennsylvania; PNC Bank Corp.,
Pittsburgh. Pennsylvania; and KeyCorp, Cleveland, Ohio,
to acquire certain data processing assets ol National Clity
Corporation, Cleveland, Ohio, through a joint venture sub-
sidiary. Oral argumient was heard on Febraary 2, 1996,

Jones v, Board of Governors, No, 95 142 (D.C. Cin, iled
March 3, 1995). Petition Tor review ol a Board order dated
February 2, 1995, approving the applications by First Com-
meree Corporation, New Orleans, Louisiana, 1o merpe with
City Bancorp, Inc,, New [beria, Louisiana, and First Bank
shares, Ine., Shidedl, Louisiana. Oral argument was heard on
Fiebruary 27, 1996,

In re Subpoena Duces Tecum, Mise. No. 95 06 (D.D.C diled
January 6, 1995). Action 1o enlorce subpoena seeking pre-
decistonal supervisory documents sought i connection with
ain action by Bank of New England Corporation’s trustee in
bankruptey against the Federal Deposit lnsutance Cotpora
tion. The Board Gled its opposition on January 20, 1995,
Oral argunient on the motion was held July 14, 1995,

Board of Governors v, Pharaon, No, 91-CTV 6250 (S.1). New
York, filed Seplember 17, 1991). Action 1o ficeze assels of
individual pending administrative adjudication ol civil
money penalty assessment by the Board, On September {7/,
1991, the coutt issucd an order temporarily restraining the
transter or disposition of the individual’s assets.

FINAL DINFORCEMENT ORDERS ISSUED BY 11 BOARD
O GOVERNORS

Steen Ronlov
L.akewood, Colorado

The Pederal Reserve Board announced on February 2,
1990, the issuance of an Order ol Prohibition against Steen
Ronlov, a former institution- affiliated party of the Jeflerson
Bank and 'Trust, Lakewood, Colorado, a Tormer state mem-
ber bank.

Mitchell A, Vasques
New York, New York

The Tederal Reserve Board announced on Fiebruary 29,
19906, the issuance of a Combined Cease and Desist Order
and Assessment of a Civil Money Penalty against Mitchel|
A. Vasquer, a former employee ol B Sceurities Corpora
tion, New York, a subsidiary ol Bankers Trust New York
Corporation, New York, New York.,
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Gross domestic product and income
Personal income and saving

INTERNATIONAL STATISTICS

Sununary Statistics

LS. international transactions
U.S. Toreign trade

LS. rescrve assels

Foreipn ofticial assets held at Federal Reserve
Banks

Selfected ULS. labitities to foreign official
institutions

Sunumary

Reported by Banks in the United States
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Liabilitics 1o forcigners

Banks™ own claims on foreigners

Banks" own and domestic custoniers” claims on
foreigners

Banks” vwn claims on unaffiliated foreigners

AO60

A0
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AG3
A64

AGS
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ADOO
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A6

Claims on [oreign countries -
Combined domestic offices and Toreign branches

Reported by Nonbanking Business
Isnterprises in the United States

Liabilities to unaftiliated forcigners
Claims on unaffiliated foreigners

Securities Holdings and Transactions

Foreign transactions in securitics
Marketable U.S. Treasury bonds and
notes-  Foreign transactions

Interest and I'xchange Rates

Discount rates of foreign central banks
Foreign short-term interest rates
Foreign exchange rates
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SYMBOLS AND ABBRIEVIATIONS

..
n.c.c.

0

Al'S
BII
D
CMO
BB
FHA
111138
FHIMC
FmHA
FNMA
FSLIC
G-7

Corrected

Estimated

Not available

Not elsewhere classificd

Preliminary

Revised  (Notation appears on column  heading
when about half of the figures in that column
are changed.)

Amounts insignificant in terms of the last decimal
place shown in the table (lor example, less than
500,000 when the smallestunit given is millions)

Calculated to be zero

Cell not applicable

Automatic transfer service

Bank insurance fund

Certificate of deposit

Collateralized martgage obligation

Federal Financing Bank

Lederal Housing Administration

Federal Home Foan Bank Board

tiederal Home Loan Mortgage Corporation

Farmiers Home Administration

Federal National Mortgage Association

Federal Savings and ©oan Insurance Corporation

Group ol Seven

GENERAL INFORMATION

In many of the tables, components do not sum to totals because off
rounding.

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow.

“U.S. government securities” may include guaranteed issues
of U.S. government ageucics (the flow ol funds figures also

G-10 Group of 'Ten

GNMA Government National Mortgage Association

GhP Gross domestic product

HUD Department of Housing and Urban
Development

IMFE Interuational Monetary Tund

10O Interest only

IPCs Individuals, partnerships, and corporations

IRA [ndividual retireinent account

MMDA Moncy market deposit account

MSA Metropolitan statistical area

NOW Negotiable order of withdrawal

acD Other checkable deposit

OPEC Organization ol Petroleum Exporting Countries

ors Office of Thrift Supervision

PO Principal only

REIT Real estate investiment trust

REMIC Real estate mortgage investment conduit

RP Repurchase agreement

RTC Resolution Trust Corporation

SAlY Savings Association Insurance Fund

SCO Seeuritized credit obligation

SDR Special drawing right

SIC Standard Industrial Classification

VA Department of Veterans Affairs

include not fully guaranteed issues) as well as direet obliga-
tions of the Treasury. “State and local government” also in-
cludes municipalitics, special  districts, and  other  political
subdivisions.
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Pereent annual rate of change, seasonally adjusted

RESERVES, MONLEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

1995 1995 1996
Monetary or credit aggiegate E— * - T — 1
QF 2 J Q3 Q4 Sept. Oct Nov, Dee [HIIN
- - _ JE B | SR JE
[ - S J— - b — —
Reserves of deposttony institudions '
[ Total 37 8.0 1.2 2 il {14 1.7 4 157
2 Requoed . . 40 7.0 23 8.0 2.3 144 8.9 59 0.6
3 Nonbortowed G e Rt 80 22 6.7 10 108 0.8 B 1.1
o Monetary base” 00 o0 oons s o 60 5.7 L/ 2, 2.4 L9 12 5.2 K
Concepts of money, hqud assets, and deb!
S ML . L A I 51 iR 8.8 ) 4.5 61
6o M2 14 43 YAl 10 44 24 37 5.0 52
T M3 4.8 67 8.4 4 5.5 19 2.7 37 7.8
L. 63 7.0 9.4 59 9.9 57 [ 58 na,
9 Debt 53 7.0 46 4.0 3.4 30 5.9 1O i
Nont Graciion componenis
10 B M2 N 22 006 [A R3] 81 g2 7S [(X4) (48] ol
I T T 9.8 (69 12t 5.9 97 0.8 9 1.8 8.4
Tume and saviigy depostis
Conunerctal hanks
12 Savigs, includmg MMDAS L 1. 605 9.0 131 1.7 12.2 10.2 232 29,/
13 Small ume Gt e e RARY 204 1o 3.9 4.0 3.1 40 1.7 44
I+ Farge e 118 136 13.2 202 [2.6 37 0.4 7.0 49
‘Thed e insutatons
In Savings, metuding MMDAS 2001 145 7.3 28 .o 3 (O] 27 27
W Smallome’ o 0 Lo 19,7 235 43 4.7 47 o 6l 3.7 93
i7 T arge ue® 226 16.7 141 8.2 6.5 s 4.8 48 {0.0
Money market mudual funds
I8 Retadl 00 o s 7 19.0 6 S 10.8 18.6 12.8 14.0 138 9.9
19 hstwatenonly 0 o000 0 0 17.6 305 2746 9.2 17.6 10,3 21 129 7.0
Repuichase agieements and Fuodotlars
20 Repaichase gccments T 37 IR 53 I 25 15.6 254 40.6 337
21 Bmodollars! 20.0 18.6 9.4 tio 17 208 RDA 5.4 446
Debt componenty)
2 lederd 51 54 4.0 21 K 29 BN 24 i
2% Nontedewd, 00 00 L0 Lo S 75 Lo 47 44 iR 59 49 i
1. Unless otherwise noted, 1ates ot change are caleulated Brom average amounts outstand- amounts held by depository uwtitutions, the U'S. government, money aiket tunds, aud
uig duning preceding month o1 quarter lotetgn banks and ofticial insbtutions: Scasonally adjusted M3 is caleulated by sumanmg large

20 Figwes meorpotate adjustients tor discontinuities, or “bivaks,”™ associated with
regulatory changes mreserve tequitements, {See also table 120)

3 the seasonally adjusted, break-adpusted monetiny bise consists ot (1) seasonally
achested, break-adpsted wotal 1eserves ine 1), plues (23 the seasomally adfusted cureency
component of the money stock, plus (3) (knatl quatderly separters on the “Report ot
Thansaction Accounts, Other Deposits and Vault Cash™ and for all weekly 1epotiers whose
vault casle exceeds then jequoed reserves) the scasonally adjusted, break adpusted diflewence
between curent vault casl and the amount applied 10 satisfy ctinent reserve teguinenients,

b Composthon of the money stock measures aiil debt s as follows®

ML (1) canency outside e US “Tieastiny, bederal Reserve Banks, and the vaakbts ol
depository wstetuttons, (2) tavelers chiechs of nonbank ssuers, (3) demand deposats at all
commicrcial batks other thai those owed to depository mstitutions, the LS. government, and
foreign anks snd oflical mstitations, less cash tems in the process of cotlecnon and Federal
Reserve tloat, aud (4) other checkable deposus (OCDs), consisting ot nepottable oder of
withdiawal (NOW) tind smtomatic transfer service (AI'SY accounts st depository nstitutions,
aedi anon share dialt accounts, and demaud deposis at tholt mstitutions, Seasonadly
adjusted MT 1 computed by summmg curreney, travelers checks, demand deposits, and
OCDs, cach seasonally adjusted sepatately

M2 M1 plas (1) savings (ncluding MMDAL), (2) small denonioation hinse deposus (tome
deposisweluding et RS wcamounts of Tess than $10G,000). and (33 balances moetail
toney wahet aatual fuds Groney tuads with nimmmmm . mtal myestients o ess than
$50,000). Eacludes mdividual wetement acconms (IRAs) and Keogh balances at depository
nstitattons and money marhet funds Seasonally adjusted M2 is caleulated by summing
savings deposits, smiad] denomnnation tone deposits, and retal maoney fund balances, each
seasonalty adjusted separately, and adding s result 1o seasonally adjusted M1

M3 M2 plus (D) luge denomination time deposits (m amounts o $ 100,000 o1 more), (2)
balances ot msttational money tunds Gnoney Tunds with mummun mral mvestiments of
SSOL000 0r mote), (3) RP Labihties tovernight and teomy tssaed by all depostary mstitutions,
and (5 Futodotbars tosermght and 1eim) hield by U'S sesidents at torewen braoches ot 1S
banks worldwide and at all bankimg effices wthe Umited Kingdom and Canada Fxcludes

tme depostts, insttutional money  fund  balances, RP labilities, and Burodollars, cach
seasonally adjusted separately, and adding this result o scasonally adjusted M2

[ M3 plus the nonbank pubhic hnldings of US. savings bonds, short tenm Ticasuy
secufities, comuereal papet, wnd hinhers acceptances, net of money market fund hofdmgs of’
these assets, Seasonally adypsted 1 as computed by summumg U.S. ~avings boods, shonl teint
Treastry seawrities, commerctal paper, and hankers aceeptances, vach seasonally adjusted
sepanately, and then addig this wesult o M3,

Debt, The debt aggiegate 1s the outstanding credit market debt ol the domestic nonfinine al
sectorsthe tederal sector (S goveranient, not mcluding, governmment sposored etet
prises o fedetally aelated mortgage poolsy and the nonfederal sectors (state and  local
governnients, households and nonproht ongmizations, nonfinancial cotporate and nontatrm
noncorporate busmesses, and tarmis). Nontederal debt consists of mortgages, tax-exempt and
cotporate bonds, consumer credit, bank laans, conmercial papet, and ather loans The dita,
which e denved hom the Federal Reserve Boatd's tlow ol funds accounts, ate break
adjusted Ohat 1s, discontmuities in the data have been smoothed mta the seres) and
month-averaged (U s, the datachave been denved by averaging adjacent month-end fevels),

S, Swmot (D savings deposits (meluding MMDAR), (2) small time deposits, and (33 1etail
money fund baances, cach seasonally adjusted sepatately.

6 Sumol (1) large time deposits, (2) nstrutional money fund balances, (3) RP Labilities
(overmght il 1etm) tssued by depository mstitutions, and (4) Fanodollars (ovennght and
term) of US addressees, each seasonably adjusted separanety.

7. Sl ime deposits mcluding etind RPs - ate those ssued i aumounts of less that
$100,000 AILIRA and Keogh account balances at commercial banks and thiilt fustitutions
are subtiacted trom smaldl e deposits

K. Farge tme deposits arc those ssued i amiounts of $ 100,000 or more, excluding those
baoked at mternational bankmg lacilities,

9. Large ume deposits at commercral Banks less those leld by money macket tunds,
deposttory mstitutions, the US. government, and foreign banks and oflicial institutions,

10, Incdudes both overmght and term,



.1l RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT'

Millions ol dollars

Money Stock and Bank Credit  AS

Factor

SUPPLYING RISERVI. FUNDS

[ Reserve Bank credit outstanding e

ULS. govermuient securitics”
2 Bought outright- - System account . .
3 Teld under tepurchase agieements L.
Federal agency obligations

4 Bought outright ... ...,

5 Held under 1epurchase agrecments

6 Acceplances oL oo L
Loans to depository insttutions

7 Adjustment ereddt .

8 Scasonal credit. .. . . oo L

9 Extended eredt ..o o oL

10 Float
1T Other Fedetal Reseive assets oo

2 Gold stock
3 Special drawing, 1ig
14 Treasiny curency owtstanding ...

ABSORBING RESERVE FUNDS

15 Cuwiency i chcutation PN .

16 Treaswey cash holdings . . . . ...,
Deposits, other than reseive h.ll.lmu with

Federal Reseive Banks

17 Beasmy oo

18 TPoeipn ...

19 Scvice- !LLIIL‘LI hALnlus .md adjustinents

200 Other o0 o0 0 oo

21 Other Federal Ruuw labilitres and capital L.

22 Reserve balances with Lederal Reserve Banks

SUPPLYING RISSERVE FUNDS

1 Reseive Bank credit (m(\hln(lmy .......
LS, government secunties”

2 Bought outtight ~ Systein account ..

3 Held under wepurchase agreements o
Federal agency obligations

4 Bought ootight . ... ...« oo

5 Held under iepurchase ‘\;vuumnls ......

O Aceeptances ... ..
L oans to depository nstitions

7 Adjustment credit .

8 Scisonal credit ..

sxtended credit .

[ lndl ........

2 Goldstock ...
3 Specual drawing tights ceruficate AL&(HIIII .....
14 “Teaswey cunency outstanduy, .. ... .

ABSORBING RISERVE FUNDS

1S Cuitency in circulation ... L e

16 ‘Tieasmy cash holdings .

Deposits, other than reseive batances, w:(h
lederal Reserve Banks

(7 Teaswty oo

I8 Foreign ..

19 Service- lle\l(Ll h.l

200 Other ..o oo e e

21 Other Federal I{uuvn Labilines And n.qnl‘\l

22 Reserve balances with Federal Reserve Banks

Average of

daly figes

werage of dasly bgwies o1 week ending on date indicated

t4us 1996 1999
Nov, Dec. Jan. bee. 20 Dec, 27
414,165 40757 416,469 421,941 424,004
373,048 478,548 376,397 378879 178,595
3,249 5,626 1,810 +4.848 7.997
2790 2,654 2,634 2,607 2,636
320 43 590 0 979
0 0 0 0 0
166 119 706 510 44
a7 40 5 43 43
0 0 0 i} 0
a1 1,170' 2,401 2,769 hURY
32,018 32,231 32,496 12,249 32815
11,050 1 OS50 11,051 11,050 11,050
10,168 10,168 {0,168 {0,168 10,168
23,893 23,958 24,020 23,960' 23,974
414,038 419,587 417,877 418,824 422,532
287 271 247 271 270
5410 0,762 6,298 8,633 7,169
203 204 191 210 172
5,108 5487 5,997 5,250 9,558
326 306 333 304 296
13,006 12,847 12,741 13,164 13,070
19.897 20410 18,024 20,405 20,130'
End of-month higures
Noy e, “ Jan Bec, 20 Dece. 27
412,867 428,440 413,137 429,336 425,020
373,819 178,197 378,208 378,439 L1410
06,983 12,162 0 8,235 0,724
2092 2034 2,634 2,647 2,634
0 1,100 0 0 0
O [¢] <} @ 4]
5 1 10 3,432 22
50 24 S 45 41
0 0 0 0 0
1,817 107" Y29 4,125 1,642
3,136 33,504 31,350 32,424 12,815
11,050 11,050 11,032 LLO50 11050
10,168 10,168 10,168 10,168 10,168
2303 23,088 24,044 23,960' 23,974
410,/19" 424, 230° 412,629 421,304 424,68(0'
26 270 273 210 270
5,103 5979 8.210 11,383 5779
194 340 168 220 178
5,239 6,349 0,317 5,250 5,558
282 932 406 308 279
12,097 12,342 11,832 12,959 12,838
16,908 24,159! 18,569 22 820 20,6730

1996

Jan, 10 Jan 1/ Jan. 24 fun, 31
428,549 421,502 416,530 412,457 409,556
A78.555 378,425 377,756 374,412 374871
11,794 2,556 548 Q0 4]
2,614 2044 2,034 2,644 2,634
885 1,572 643 4] 0
0 0 0 0 0
124 4 13 12 10
24 4 3 4 5

0 ( 0 0

1082 3,950 2475 2 8¥7

35,252 32,358 12,439 12,558
11,050 11,050 11,050 11,050 11,052
10,168 10,168 10,168 0,168 10,168
21,988 24,002 24,010 24,030 24,014
424,340 421,507 419,161 415,696 412,334
202 217 225 71 rn
0,306 5,314 3548 12108 0,964
297 182 14 174 207
6,349 5,672 5428 0,421 6,317
741 232 287 JH ddd
12,463 12,593 12.940 12,877 12,704
22,992 21,005 18.000 14,739 15,685

Wednesday figures

Jan. 3 Tan, 10 Jan 17 Jan, 24 Jan. 31
445,257 415,603 426,583 408,770 AL3, 187
78,749 376,544 177,701 31504 178,208
11,745 0 1,500 4 4]
2,634 2,034 2,034 2,634 2,034
1,592 () 3,000 [¢] 0
0 o O O I}
289 9 142 13 10
10 ¢ 3 4 5
0 [} 8] 0 0
1,240 4,190 9237 930 929
12,998 12,228 32,367 12,675 31,350
11,050 11,050 11,050 11,052 11,052
1,168 10,168 10,168 10,168 10,168
23,088 24,002 24,016 24,030 24,044
424,595 420,591 418,043 414,422 412,629
217 218 270 272 273
4,/87 5,79 7,859 7,089 8,210
105 177 166 173 165
0,149 5,672 5,428 0,421 6,317
257 210 306 U 406
12,459 12,557 12,678 12,033 11,832
31,634 15,571 26,400 12,697 18,569

1. Amounts ol cashy held as teserves are shown m table 142, line 2.
2. Includes securinies toaned  tully pwwanteed by U.S govermment secanities pledped
with Federal Reserve Banks  and eacludes secarities sold and schedubed to be boupht back

under mistched sale -puichase tansactions,

3. Excludes requited clearing balances and adjustients o compensate for float.
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112 RESERVES AND BORROWINGS  Depository Institutions’

Millions of dollats

Prorated monthly averages of mweekly aveiages

Reserve classilication 1993 1994 1995 1908 1906

Dee D D July Aug Sept el Nov, Drec lan
1 Reseive balances with Reserve Banks” . 0 oL 29,374 24,058 204300 20,840 20,563 20,519 200055 J0,060 20,440 17,7166
2 Total vault cash’ Lo . . 681K 40,378 42,117 40,530 40,186/ 40,652 RIIRTE 40,576 42,017 44,7190
3 Applicd vault canlt! L . 33,484 36,082 37,460 16,350 30,255 30,640 36,345 30,332 74060 39,172
4 Suplus vaalt ek . 3,334 3,696! 4,657 3,980 303 oL 4219 4,244 4,657 5,619
S lotal reserves® P e 62,858 61,440 57,900 57,380 So.819 57,159 56, HID 56,397 57,900 50,937
O Required teserves. . L Ce 61,795 o017 56,022 50,300 558132 56,200 55,319 59,454 S0,0027 35,441
i Lixcess reserve batances af Reserve Banks’ . oL 1,064 1,108 1.27% 1,090 URK 950 FORI Q3 1,278 1,486
% Total bonowmgs at Reserve Banks® 0L . 82 10 257 A7 282 213 245 204 257 R
9 Seasoual borowiags . e 3l 104) 40 231 258 252 199 3 40 7
10 bExtended credn”. oL P 0 0 [ 0 0 0 L Q 0 Q 0

Brweekly averages of daily iguies {or two week periods ending ondates mdicated

1995 1996

Sept 27 Octe 11 Oct 23 Nov & Dec 20 Jan 3 Jan. 17 Jun. $1

| Reserve halances with Reserve Ranks . L 200182 19,886 20,496 10,131 20270 20,438 19,563 21,558 19,658 15,060

2 Fotad vault cash® . . . 40,031 156! 19,859 41,120 A0,218 40,653 42044 1,805 Hh 106 H0H2

3 Applied vault cash? - . . S 36,550 16,805 35,770 30,846 36,071 36,274 IR054 37,453 30,104 19,629

4 Suiplus vault cash™, oL . P 4,075 4,352 4,091 4,280 ERREH 4.379 4,890 4,513 5,067 [(NYE
S Total reserves” . L e .. 56,718 56,090 50,205 56,180 56,31 56,712 571,018 58,910 58,762 54,689

O Requited teserves, B . 55,781 55,312 35,400 55129 95,5414 55,023 56,508 57,313 57143 53,301
7 Excess reserve balanees at Reserve Banks! 957 1378 860 1,082 197 1,089 1,107 1,597 1,619 1,329

8 fatal bonowings at Reserve Banks 214 [RY 227 121 236 233 300 218 22 16

9 Seasonal bortowmgs . L .. 201 240 204 116 03 Sl 4l 3 4 5
0 batended credn”. o o 0 0 0 0 0 0 0 0 0 0

LDt m this table abso appear mthe Boazd’s 13 (502) weekly stanshieal welease For
ordering addeess, see mside tront cover, Data aie not break-adjusted or seasonally adjusted,

2, Excludes requoed dearmy batances and adjustments 1o compeosate tor float and
ncludes other ofl-balance-sheet “as-ot™ adjustments,

3 oTotal “lagged” vault cash held by depostory anstitutions subject 1o 1eserve
requirenients, Dates refer to the manteisnce petods duting whiel the vault cashmaty be used
to satisty 1eserve equiements  The mamtenance pediod for weekly aeparters ends sixteen
days atter the Tagged computation pertod dinsg which the vanlt cash s held Before Nov, 25,
1992, the mamtenance pertod eaded ity days ater e Tygged computation penod

4o AlL vault cash held duning the lagged computation petiad by “bound ™ institations (that
15, those whose tequoed teserves exceed thenr vault cash) plus the amount of vaualt cash
apphied dumg the mantenanee period by “nonbousd ™™ stitubions (that 1s, those whose vault
cashexceeds then requined seserves) to satisty curtent reserve requiements

5 Totad vault cash (e 2 dess apphied vaol cash (e 1),

6 Reserve hatinces with Federal Reserve Baoks (hine 1) plus apphed vault cash
(Ime 3)

7. lotalieserves (ine 5) less requened reserves (e 6),

& Also mceludes adjasiment credht,

Y, Consists of bortowang at the discount window under the tenms and conditions estab
lished for the extended credu progran 10 help deposttory mstitutions deal with sustauned
liquidity presswies Because there s not the sanke need 1o epay sach botuawing promptly as
with trachtional shov-tenm adpustment acdi, the money marhet eflect of oxtended credat is
simifar to that of nonbortowed rescrves,



Money Stock and Bank Credit - A7

i.13 SELECTED BORROWINGS IN IMMEDIATELY AVALLABLLE FUNDS  Large Banks'

Millions of dotlas, averages of daily figures

1995, week endmg Monday 1996, week ending Monday
Souree mud natuy [ - - T . - — -1 - 1 T -
Dec, 4 e Dec. I8 1 lan, 8 Jan. 15 Jan. 22 Jan 29
O H Y IS SR R R, L _ I
Federal frnds purchased, repurchase agreements, and other
selected boirownigy
Lrom commercial banks i the United: States
| For one day or under continumg contract B 92,013 91.010 95899 93,042 87,495 91478 90,105 85,691 18,477
2 For all other matunties . . o 14,382 14,208 1-4.609' 16,230 17,/81 14,763 14,524 13,759 14,008
Frony othet deposttory institutions, foreign banks and ollscral
imstitwtons, and US poverniment agencies
3 Lot one day or under contbuing conttael .. L 22,676 272,680 20,6092 20,590 2,312 23027 23,088 24,008 19,658
4 Lor all other matuntes |, Coe e 19,903 20,178 19,985 21,315 20,603 19,427 10,500 19,155 19,908
Repurchase agreements on US governmment and federad
HECROY secltiftes
Brokers and nonbank dealers o securities
S For one day o tkler contnuung, contiact . 19,4145 16,78 18,413 16,121 17,234 20,104 20,047 19,918 18,932
6 Forall other matwities P - 23,700 27,007 24,221 25,24 22U25 25,774 27.454 20,854 28,083
All other customers
/ Tor one day o under continmng contiact Lo 4HL88 7 42,598 43,007 41,224 41,272 45,524 13,607 43,700
& Tor all other niatuuties RN C . 16,2514 16,079 16,103 17,141 18,286 16,154 16,790 15,799
M1 mo
Irederal funds loans and esale agreements in numediately
avatlable funds o matitties of one day o under
CONMING ORtret |
9 Ta connnercial banks n the lHn‘lul States, ., P 60,904 58,401 63,983 67,332 64,799 08,303 41929 65,987 60,016
10 Lo all other speedied castomers” . P 10,009 28,616 AT 10,494 3,267 34,492 37,005 32,429 20,037
[ Banks with assets of $4 billion o1 maore as ol Pee, 31, 1988 2. Buokers and nonbank dealets mosecunties, other deposttory institutions, foreign banks
Data o this table also appear e the Bomd’s TLS (507) weekly statistical elease. 1oy and athicral nstituons, and U8, govemment agencies.

ardenng addiess, see mside front cover
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1.14  FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Cursent and previous levels

Adjustment credu’ Scasanal credit? —‘ Extended eredu?
"’C(lt‘lﬂl I{C\l‘l\’(’ LA e
Bank On - S On PR e - § On — . . .
YR9G Llective date Previous e Y896 Eftective date Previous rate /8196 tiftective date Previous rate
Boston ... .. . 5.00 2/1/%6 5.25 5.20 2/29/96 515 5.70 2/20/96 5.65
New Yoik, 173196
Philadelphia 1/31/96
Cleveland . . 173100
Richmond, . | 2/1/96
Atlanta ... 13m0
Chicago ..., .. 2/1/96
St Touws. . .. . 2/5/96
Munneapohs 1/31/96
Kansas Cuy ..o 2/1/90
Dallas N 173196
San Franewseo, ... 500 t/3196 5.28 ‘J 5.20 2/29/96 515 5.70 2/29/96 5.65
Range of rates tor adjustment credit in secent years?
Range (ot FR. Bank Range (o1 I“R. Bank Range (or | ER. Bank
Bitective date tevel)- Al of Fllective date fevel)  All of Eftective date levely Al of
FR. Banks N.Y. FR. Banks NY I*R. Banks N.Y.
Inefteet Dee, 31,1977 0 o0 6 6 1981 -Nov. 2. . 13 14 1 1988 -Aug. 9 ...... C 6 6.5 6.5
[ 11 13 L 6.5 65
978 Ja 9L 05 Dec, 4. 12 12
00 .. 0.5 1989 - Feb, 6.5 7 7
May 11 ..... 7 1982 July 11512 s 2 7 7
120 7 11.5 it.5
July Vv Lo 7.25 Aug. 1E-11.5 I 1990 -Dec, 0.5 6.5
... 7.25 Il B
Aug. 21 ... 7.5 10.5% 1035 1991 ~teb. 6 65 6
Sept. 22 ... ¥ 10 1.5 {¢] [} [}
Oct 16 ... 8.5 . .. . 10 10 Am 556 h
200 0 o 8.5 Oct. 12 0000 0 oo 9.5 10 9.5 May 2....... ....... 55 5.5
Nov. 1 ... 9.5 13 9.5 9.5 Sept. 13 .. oL 555 S
Voo 9.5 Nov. 22 .. 9 0.5 9 17 ... 5 5
20 . . 9 9 Nov. 6 ..., 455 4.5
1979 July 10 10 Dec L 85 9 9 7. .. 4.5 4.5
Aug. 10105 105 15 ..... 859 8.5 Dec. 20, .0 oo 3.5 4.5 3.5
p (] 105 17 .00 8.5 .5 24, .. 3.8 3.5
Sept 105 11 1t
2 [ Il 1984 -Apm. Y 8§59 9 1992 Juty 2 ... oL, 335 3
Oct. 112 12 13, 9 9 T Lo 3 3
12 12 Nov. 21 . 859 &5
20 ... B.5 8.5 1994- May 3-35 35
19RO Teh, 12 13 13 Dec. 24 .. 8 8 I 35 3.5
13 13 Aug 1.5-4 4
May 12-13 14 1985 - May 20 . ... ... 75 8 7.5 4 4
12 12 B 15 7.5 Nov., 4 4,75 475
June 1112 tl 475 4.75
It L 1986 Mar. 7 ... 7-715 7
July 2 10 11 10 7 7 1995 - Feb. 1. ... o] 475525 5.25
i to 10 Apr. 657 6.5 Qo . 5.25 5.25
Sept. 11 11 2 6.5 0.5
Nov. 12 12 July [ [ 1996 Jun. 31 ... .. .. 500525 5.00
Dec 12 13 13 Aug. 556 5.5 e, S ... oL 5.00 5.00
13 13 SSs 5.5
1981 May S ... . - 13 14 td Incfiect Mai 8, 1996 . ..., .. 5.00 5.00
AT . 14 14 tOR7 Sept. 4 ..o 550 0
I T 6 6

1. Available on asshort-term basis to lelp depository mstitutions mieet temporary needs o
tunds that cannot be met thiouglticasonable alternative somces The ghest tate established
for Joans 1o depository mstitations may be charged on adjustment ciedt loans of unusual size
that 1esult frone a nkyor opeiating problem at the harrower’s {acility

2. Avaulable to help telatively small deposttory institutions meet regulan seasonal needs tor
funds that arse from a clear pattenn of mbayearly movements in then depasits and lowns and
that cannot be met thiougdt speaial industry tenders, The discount rate on scasonal credit takes
into account 1ates charged by wnket sowces of tunds and ordinarily v 1eestablished on the
first busmess day ot cach two-week teserve nrnntenance period; however, 1t s neve tess than
the discount rate appheable to adjustiient credit,

3. May be made available to depository institutions when sinulan assistance 18 not
reasomitbly aviilable o ather sources, metnding spectal ndustry lenders, Such credit nay
be provided when exceptional cucunstances (including sustamed deposit deains, mpared
aceess to money matket funds, o sudden detetioration - loan wepayment performance} ot
practices mvolve only a partteadar imstitulion, o o meet the needs of uistitutions expenencing
difiiculties adjusting 1o changing matket conditions over a longer pettod (particulaly at times
of deposit dismtermediation). ‘the discount 1ate applicable w adjustment credic ardinanly 1s
chinged on extended-credit foans outstandmg less than thuty days; however, at the discietion

of the Fedetal Reserve Bak, this tme peniod may be shartened. Beyound thns initial period, a
{lexable 1ate somewhat above rates charged on market sowces of funds is chaged, The ate
ordinatily is reestablished an the first business day of cach two-week Aintenance
pertad, but it s nevet less than the discount wate applicable to adjustinent aedit plus 30 basis
points,

4 For canlier data, see the following publications ot the Boavd of Governors: Banking and
Monetary Statistics, 1914 1941, and 1941- 1970, and the Annnal Statistical Digest, 1970--
1979,

In (980 and 1981, the Fedetal Reserve applied a smchatge to shod-term adjustiment-credut
bonowings by institutions with depostts ol $500 nulhon or more that had botowed in
suceessive weeks o inmore than four weeks ina calendar quarter. A 3 pereent swcharge was
n eftect from Man 17, 1980, through May 7, 1980, A suichatge of 2 percent was remmposed
on Nov. 17, 1980; the suichaige was subsequently naised 1o 3 peicent on Dee, 5, 1980, and 0
4 pereent on May 5, 1981, The swcharge was reduced to 3 pereent effective Sept. 22, 1981,
and to 2 percent eflective Oct, 12, 1981 As of Oct. 1, 1981, the toumuta for applymg the
sttchatge was changed from a cadendin quarter to 4 moving thiteen-week period. The
suicharge was elininated on Nov, 17, 1981,
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115 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Type of deposit

Net transac ion accounts ;
[ %0 nnllion %52.0 nullnml
7 Mare than $52.0 mullon

R
3 Nonpersonal tne depostts

o
4 lwocuoeney habihoes”,

Requanement
““’"”"‘F" ol Liffective date
deposits
‘‘‘‘‘‘ 3 12719495
‘‘‘‘‘ i} 12/19/95
0 12421190
........ 0 12421190

I Requned reserves mst be held e the fonm of deposins wath Federal Reseive Banks
ar vaull casti, Nonmiewmber nstitutions may mntaim reserve balances watly a Federal
Reserve Bank mdiectly, on apass thioupl bases, with certaun approved institutions For
Previows teserve requiensents, see canher edittons ol the Amnral Report on the Federal
Reserve Bullern Under the Moty Control Act ol TO8(, deposiory institutions
melude commercial banks, mutual savings banks, savings and loan associations, credit
unons, agencies and manches of Toreign ks, and Ldee Act corpotations

20 Pransaction accounts nekude all deposits agast which the account holdeo s perontied
o make wathdiawals by negotiable o tansterable mstiiments, payment orders of wath-
diawal, and telephone and predauthonzed ansters tor the puipose of making payments to
thud persous o others, However, money market deposit accounts (MMDAS) and simikin
accounts subject 1o the ules that peomt no more than sty preauthorized, automane, or other
tansters per montly, ol which o moere than tiee may be checks, aie savings deposits, not
fansaction aecounts,

§0 The Monetay Conttol Aot of P98 equnes thiae the amaowit of tragsaction gecottots
agaumst wiieh thie 3 percent reserve requireinent applics be snodified annuatly by 80 peicent ol
e percentage change i ansaction accounts held by all depositony imstnutions, deterimned
as al June 30 ol cacl yeawr Bllecive Dee 19, 1995, the amotint wis decreased from 854 0
milhon (o $52 0 nilhon,

Uniler the Game St Geymam Deposttory Tstitwtoons Act ol 1982, the Boad adjusts the
amnount ol reservable hablities subjeet 1o o zero peicent reserve equirenient each yean for the

succeeding calendine year hy 80 percent of the percentage increine methe total 1eservable
Labitities of all depository mstitutions, measaed onan annuad basis as ol June 30 No
couesponding adjustment is made e the event of a decrease, Ellective Dee, 19, 1995, (he
eacmption was vaised Jron w2 mihon o $:L3 nulhon The exemption apphes only to
accounts that would be subyedt o a3 percent reserve requienient,

4 The weserve requoement was aeduced fiom 120 pereent 1o [0 percent on

Apr 2, 19920 tor mstitmhons that report weekly, and on Apn, 16, 1992, for istiutions that
reportguaterly,
5. Tor ustitutions that report weekly, the reserve seguirement en nonpersonal thne deposits
with an onginal mataty ol less than T years was ieduced trom 3 pereent o 179 pereent los
the mamtenanee pentod that began Dee 13,1990, and to ze1o for the mantenance persod it
bepan Dee 27,1990, The reserve requitement on nonpersonal tune deposits witle an orngmal
matunity of 154 years ot more s been zeia suce O, 6, 1984

Lon asttutions that report quarterly, the reserve aequarenient on nonpersonal e deposits
with an onginal wratueety o dess than U5 yews was teduced from 4 peecent w cero on dan. 17,
1991,

6. The seserve teguireinent an Burocurieney Tablities was reduced Trom 3 pereent 1o ze1o
1 the same manner and on the sane dates as was the roserve regaitement on nonpersonal
tue deposits with an ongaal matunty ol less than [ yes (see note 5).
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS'

Miliions of dollars

1995
Type of transaction 1993 1994 1995
and maturity N N
June July Aug. Sept. Oct. Nov. Dec
U.S. TREASURY SECURITIES
Outright transactions {excinding matched
1ransactions)
Treasury bills
1 Grosspurchases. .........coooiiiiiiiininia. 17,7117 17.484 10,932 4470 0 433 409 1.350 4,271 0
2 Gross sales (i} 0 0 0 0 0 0 0 0
3 Exchanges . . 332229 376,277 398,487 42983 25213 39.195 30.333 29,397 39,057 31,535
4 Redemplions ...........c.ccveuiiiiniiinion.. 0 900 0 0 0 900 0 0
Others within one year
5 Gross purchases. . ... e 1,223 1,238 390 6] 0 0 0 0 ] 390
6 Gross sales. .. (] 0 0 0 0 0 0 0 0 0
7 Maturity shifts 31,368 0 0 2,177 2.063 7.805 0 1.745 6,108 0
8  Exchanges ..... b ~36,582 —21.444 0 -1.392 ~562 -5.599 0 —2,049 ~4,937 0
9 Redemptions ..............oiiiiiiiiiiia, 0 0 0 0 300 0 485 0 0 0
One to five years
10 Gross purchases. . ......o.ovvveiriinonanrann, 10,350 9,168 4966 0 0 0 100 0 0 2,317
11 Gross sales 0 0 0 0 0 4] 0 0 0 0
12 Maturity shifis Ao-2a40 -6,004 0 ~2.177 -2.063 —3.379 0 ~1,745 -5.292 0
13 Exchanges ... ...l 0 17,801 0 1.392 562 4.905 0 2.049 3237 0
Five 10 ten years
14 Gross purchases. ... 4,168 3818 1.239 0 0 0 0 0 400 0
0 0 0 0 0 Q0 O 0 0 0
0 —3,145 0 o 0 -319 0 0 —816 0
0 2,903 0 O 0 1.800 0 0 1,700 0
3.457 3,606 3122 0 0 0 100 1] 0 1,884
19 Gross sales. .. 0 0 0 0 0 4] 0 0 [{] 0
20 Maturity shifl . . 0 -918 0 0 0 —525 0 0 0 0
20 Exchanges .....:..... .o 1] 775 0 0 0 1,100 0 0 0 0
All maturities
22 Gross purchases 36915 35314 20.649 4470 0 433 609 1,350 4.671 4,591
23 Gross sales ... . 0 0 0 0 0 O O 0 0 [
24 Redemplions ... 767 2,337 2376 [ G 0 0 1,385 0 0
Matched transactions
25 Gross purchases . 1,475,941 1 1,700,836 | 2,197,736 170,083 166,674 179,571 195830 216,755 226,340 227,858
26 Gross sules ... 1,475,085 | 1,701.309 | 2,202.030 171,959 163.490 185.711 198,587 213.161 228,419 228,071
R(’[’ll/'('h(l.\'(' (IR}'(’(‘I"('HI.\'
27 Gross purchases 475.447 309.276 331694 40,989 8517 4.130 43,286 28,825 44.569 34325
28 Grosssales ... 470,723 311,898 328,497 28.196 24,851 1.075 39.896 32,980 39.876 28.546
29 Net change in U.S. Treasury securities. . ............ 41.729 29.882 17,475 15.387 ~13.141 -2.65) 1,241 ~597 7.285 10,157
FEDERAL AGENCY OBLIGATIONS
Qutright rransactions
30 Gross purchases ... . i 0 0 0 0 0 0 0 0 0 0
31 Gross sales .. . . 0 0 0 0 0 0 0 0 0 0
32 Redemptions .......... ... ... .. ... 774 1,002 1,303 262 333 122 46 83 120 58
Repurchase agreements
33 Gross purchases 35,063 52.696 36851 1.941 711 1.610 1434 3.740 3,763 2,888
34 Gross sales ... oL 34.669 52,696 36,776 2,180 L7 1510 1,459 3.605 3973 1,788
35 Net change in federal agency obligations ........... - 380 ~ 1002 -1.228 -50t -794 -22 ~7t 52 —330 1,042
36 Total net change in System Open Market Account . . . 41,348 28,880 15,948 14,886 -13,935 -2,673 L170 —545 6,955 11,199

I. Sales. redemptions, and negative figures reduce holdings of the System Open Market

Account: all other ligures increase such holdings.
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1.18  FEDERAL RESERVE BANKS  Condition and Federal Reserve Note Statements!

Millions of dollus

Wedneslay Faid of month
Account 1990 t995 1996
Jan, 3 Jan, 10 [ Jan. 1/ Jaw. 24 Jan 31 Nov, 30 Dece. 31 Tan 31
Consolidated condition statemen
= "~ - - - l”‘ I - 7’_"—’ 0 - -
ASSEIS ]‘
1 Gold certificate account, R C e 11,050 LLO%0 11050 11,052 11,052 11.050 11,050 11,052
2 Spuml diawmg Ilghlx umluuu aeconnt L., 10,168 10,168 10,168 10,168 10,168 10,168 1, 168 10,108
3 Coin .ol 412 417 447 492 A1 A2 424 S13
Loans
4 To depositony mstitutions oL L - . 209 8 145 1 15 RA] (RN (R}
5O0ther .0 IR . 0 O 0 0 0 i) 1) 8}
O Auupl.umx hekd wdet upuulm\n ‘I;'uunull\ C . 0 0 0 ] 0 0 0 0
Federal agency obligations
7 Bought outnght . Lo e AP 2,034 2,034 2,034 2,044 2,034 2,092 7,031 2,034
8 Held under wepuichase .mu ke nls I . 1,592 0 3,000 ¢} 0 QO 1,100 0
9 Total US. Treasury scecurities. .. .. , . e 390,494 376,543 379,201 372,514 378,208 380,802 390,959 478,208
10 Bought ulllllﬂl\l" Lo [N P V78,149 376,543 371,701 312514 378,208 15819 378,191 378,208
B} Bills . 183,667 181,301 183,847 178,660 84,355 183,428 183,116 184,355
17 Notes 151,013 156,013 149,788 149,785 149,785 147,881 IS1,H 149,785
13 Bonds R . 44.069 44,009 44,069 41009 44,069 42,610 44,000 41,069
t4 fleld unde uplluh.m ‘\Hununl\ ..... S . 11,745 4] 1,500 ] 0 6,083 12,762 0
15 Total toans and securitics e . 395,019 379,185 384,980 375,165 380,857 A83,549 394,829 380,857
16 Tiems 1 pracess of collecton. .. .0 L, L. e [5,725 HhL4 34 18912 5.797 0,374 4419 3,169 6,374
17 Bank premises ... F Lo o 1,129 1,130 1,135 1,135 1,134 1,14 [,126 [WRRS
Other assely
18 Denonnnated in foregn CHICOCISS oo e R 21,102 20013 21,124 21,134 19,798 21,049 21,099 19,798
19 All other™ . oo - S e e 10,750 10,098 10,130 10,406 10,447 8,800 11,258 10,447
20 lotal assets ... e L N 465,357 443,59 457,945 435,350 440,344 440,582 454,723 4d0), 844
LIABI TS
21 Pederal Reserve notes . P P 401,236 197,224 395,344 391,156 389,371 393,505 403 89,171
22 'Fotal deposits .. PRI Coe 43,525 28,505 40,206 26,473 33,903 30,549 36,908 3,903
23 Depostory mstitations . ... [ . 8,36 22,350 3936 18,898 25,122 24,309 20,6011 25,022
24 (LS. Dicaswy  General account R ceee H787 5,796 7,859 1089 8,210 5,703 5,079 8,210
25 Forcign  Othcial accounts . e PN 165 177 166 173 165 194 186 163
26 Other . L L L0 N G P 257 210 306 33 406 82 942 Ho
27 Defeed crednt ttems, ... 0 oL P 8,137 5,250 $,65G 5,087 5,239 RREVS 4,538 5,239
28 Other habilines and acerued (IIV]('UIL]\ ..... e .. 4,328 4,141 4,280 4,192 4,181 4,615 4,400 4,181
29 Total liwbilities . . . . ... L . 457,225 435,180 449,547 426,910 432,693 432,531 446,790 432,693
CAPLLAL ACCOUNTS
30 Caputal pad o, AR 76 983 3,088 5,991 3,996 3,058 3,906 3,490
3 Swmplus.ooooon o0 F C 3.vod 3,906 3,906 3,960 3,054 3071 3,960 3,054
32 (nher capitad .l&umnl\ .............. e 192 460 444 483 | 422 0 1
33 ‘Totat tinbilities and capital accounts ... .. 465,357 443,596 457,945 435,350 440,344 444,582 454,723 440,344
MiMO
34 Marketable 118 Ticasiy secwities held m custody to
toreigr and mternational decounts .. Lo 502,958 504,929 J 500,981 503,921 500,044 306,035 J 500,174 SOY, 044
JRR EE D U R T J— L ——
Federal Reserve note statement
- N ——— — - e
35 Pedenl Reserve notes outstandmg (ssued to Banks) .. .. 480,003 480,114 480,715 484 906 489,867 377,940 481,044 480 867
36 Less: Held by Fedeal Reseive Banks. . . o 78,778 82,800 85,371 93,750 100,496 84,441 80,100 0,490
37 Federad Reserve notes, et .00 L . BN 401,236 197,224 391,156 389 371 193,508 400,035 R 371
Cotlateral held against notes, net
I8 Gold certificate account . .. 11050 11,050 11,050 11,052 11,052 11,050 11,050 11,052
39 Speaiad diawing tights ce lllII(AIIL account . .. . 10,168 10,168 10,168 10,168 10,168 10,168 10,168 10,168
40 Other eligible assets .0 0 oo AP 0 0 Q [¢] 0 ¢ 8] 0
4b ULS, Treasury and agenc y wewnties L . . 180,018 376,000 374,126 369,936 168,150 472,286 379,717 08,150
42 Total collateral . .. .. ... e e e 401,236 397,224 195,344 JUL,150 389,371 393,505 400,935 389,371
1. Somse of the datam this table also appear mthe Bowmd’s H4 1 (503) weekly stabistical 3 Valued monthly at market excamge tites,
release. For ordenng addeess, see mside fiont cover. 4. Includes spectad mvestment account at the Federal Reserve Bank of Chicagae m Tieasny
2. Inctudes secutities loaned  Tully gitanteed by US Ticasmy secunities pledged with bils matwing within ninety days.
Tederal Reserve Banks  and excludes seeunties sold and seheduded 1o be bought back undes 5. ncludes exclange-tanstation: account sefiectmg the monthly revaluation a niahet

matched sale purchase timsactions., cxchange tates of foreign exchange commtments,
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119 FEDERAL RESERVE BANKS  Matutity Distribution ot Loan and Security Holding
Mitlions ol dollais
Wednesday End of month
Fype ot holding akl matuny 1990 loas 1996
- R L B
Jan 3 Jan. 10 T 17 Jan 24 Jan 31 Naov, 30 Dec. 31 Jan, 3L
L Total loans P . P 299 8 145 17 1S 55 R7 15
2 Wathm fleen days' .0 U 297 6 -4t 16 15 29 85 15
VoNixteen days o ety days L B IR 2 2 1 i 26 2

4 Total US. Freasury securities L e 390,494 376,543 379,241 372,514 378,208 373819 378,197 378,208
5 Within hifteen dd}‘\l ........... 26,631 14,549 11,546 14,402 20,294 5924 1,580 20,294
6 Sixteen days to minety days KR40 90,887 DRE ST R3,280 84,103 87,192 9373% &4.103%
7 Niety vne days o one year, ... ., 121,568 117,234 121,502 121,537 114461 130,0:H1 128217 19461
8 One yea o ive years 85,503 85,503 84901 84,904 85,901 82,950 85,273 85,9601
9 Five yeas to ten yens 3,00 LRy 3469 31,09 31,409 30876 31,4649 3100
1 Moe than ten years © o000 L 0 L L L 36,921 36,921 16,921 36,921 16,921 35,610 36,901 16,921
11 Yotal federal agency obligations . . 4,226 2,664 5,634 2,634 2,634 2,692 2,634 2,634
12 Watdun hiteen tl‘l)‘\I P . 1,592 ¢} 5,10 141 141 372 240 141
B3 Siateen days w ety days 0 o 1754 754 613 (8] 600 R4 474 66
L4 Ninety one days o one yea 87 o/ o7 604 ol7 531 527 017
IS One year o ive yeats ., 841 (&) [ Orh 66 853 841 664
16 1ave years 1o wi years 527 527 527 827 527 52 427 527
1/ More thai ten years, ..o L 25 25 25 25 25 25 25 25

o Holdimgs under 1epurchase agreements mie classited as matwiimg within fifteen days
accordance wille maximum nktunty of the agreenients.,

NOTE. [otal aceeptances data have been deleted trom thus table becamse data me no longer

available
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120 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE!
Billions of dollars, averages of daily figures
1995 1996
lte 1992 19913 1994 1995 e JE R
o pee. | bee. | e | bec
June July Aug. Sept. Oct Nov. Dee, Jan
Scasonally adjusted
ADIUSTED FOR R B ~ _ o
CHANGES IN RESERVE REQUIRLMINIS T T I [ - -
1 Totab teservest s oo L 6(0.50 59.34 50.3% 5735 57.606 5187
2 Nonbontowed aeseives™ o000 Lo Glhd2 59,13 50,08 57.08 5728 57.09
3 Nonbonowed ieserves |1Iu\ extended aredit”, L L L 60.42 5913 56,08 57.08 5728 57.09
b Required seserves P 59.44 SR.17 55.06 56.39 56,57 50.42
S Monetary base® .o L RO.90' | 418.74" [ 435.02' | 420.26' | 429 79 431.65
Not seasonally adjusted
6 Total 1eseives’ . e e e e 56.06 62,37 61,13 58.01 57.13 57.49 5693 57.29 56,54 56 50 5801 56,490
7 Nonbonowed weseives, .00 0 oo 55.93 02.29 601,92 5776 56.85 57,12 50.65 57.01 5630 56.38 57.76 56,914
& Nonbornowed 1eserves plm extended credn® L 55.93 62.29 60.92 57.76 5085 5712 56.05 57.01 56.30 56015 57,76 560.93
9 Reguned 1eseryes . 5490 at. 41 59.96 56.74 56,10 56,40 §5.95 50.44 55 46 55.02 56,74 5548
10 Monctary base” L e e 354,55 { 39059 [ 42251 [ 43900 [ 43026 | 43130 ] 43008 | 43162 [ 43054 [ 433207 { 339.01° | 43598
NOT ADJUSTLD TOR
CHANGES IN RESIFRVE REQUIRI MENTS™
1 Tolreseves't o0 56.54 62 86 6§.34 57.90 57.04 §7.39 50,82 S04} 56.40 5790 56.94
12 Nonbouowed teserves. oo oy e 56.42 06278 o113 57.64 56.77 57402 56.54 50,15 56,19 57.64 50,90
13 Nonbouowed 1eserves plus extended uulll 56,412 06218 61.13 57.64 5077 57.02 50.54 56,15 S6.19 5704 50.90
14 Reguited IESEIVES o o e 55.39 61.80 6017 50.0.2 56,08 56.30 55.8% 55.42 5545 56, 5548
IS Motctiny base ™ 000000 00 Lo 360,90 | 39062 427.25 | 44444 | 43457 | 43556 | 41559 438,19 | 4d.ad | 441,92
16 Eixcess teserves™ o000 L0 L e 116 1.06 1.17 1.28 6 109 99 94 1.28 149
17 Botowmgs fiom (lIL Iulu.ll l(uxuw PR 12 kil 21 20 27 A7 28 2 20 04

1. Latest monthly and buweckly figutes aie available fom the Boaud's FL3 (507) weekly

statistical release. Thstoncal data stanting m 1959 and estimates of the eftect on reguired
reserves of changes in eserve equitements we available ftom the Mouey and Reserves
Projections Section, Division of Monctary Aftaits, Board of Governors of e Federal Reserve
System, Washigton, DC 20551,

2. {‘iymm reflect adjusunents lor discontinuities, or “breaky,” assocuaied with wcpulatory
changes inweserve requnements, (See also table 1.10.)

a sonalty adjusted, neak adjusted total wserves cqual seasonally wdusted, bieak-
i ves (hine 4) plus excess 1eserves (line 16).

. Scasonally adjusted, break adjusted nonbonowed reserves eguat seasonadly adjusted,
break-adjusted total reserves (line 13 less 1otal borrowings of depostory institutions from the
Federad Reserve (line 17).

S, Extended credit consists of bonowing at the discount window under the teims and
canditions established for the extended credit progiam o help depostory institutions deal
with sustamied  Lquudity pressimes, Because there is not the same need to tepay such
botowing promptly as with traditional shott-term adjustiment Gedit, the money maket effect
ot extended credits simdae to that of nonbonowed 1eserves

The seasonally adjosted, bieak-adjusted monetny base consists of (1) scasonally
adjusted, break-adjusted total weseives (Ime 1), plus (2) the seasonally adjusted cuteency
component of the noney stock, plus (3) (for all quatterly reporters on the “Report of
Transaction Aceounts, Other Depostts and Vault Cash™ and for all those weekly reporters
whose vault cash exceeds their requued 1eserves) the seasonally adjusted, bieak-adjusted
difference hetween carent vault cash and the amount applied 1o satisty conrent reserve
1eguitements.

7. Break-adjusted otal reserves equal reak-adpusted equuedreserves (e 93 plas exeess
1eserves (line 16),

8. To adjust 1equited reserves tor discontinuities that wme due 1o sepulatory chanpes m
reserve requiemients, a multipheative procedue is used to estomate what requined 1escives
would have been m past periods had cunent reserve requoements been n eltect. Break
adjusted requited reserves welude 1equired teserves apainst tansactions deposits ad nonpee
sonal tme and savings deposits (but notieservable nondeposit liabilimes).

The break-adjusted monetazy base cquals (1) ieak-adjusted total rescrves (e 6), plus
(2) the (unadjusted) conency component of the money stock, plus (3) (tor all quarterly
eporters onthe *Report ot Transaction Accounts, Other Deposits and Vaadt Cashy™” and for alt
those weekly 1eportets whose vault cash exceeds then requited reserves) the icak-adjusted
diflerence between conent vanlt cash and the amount applicd to satisly cunent 1esetve
requairements,

10, Reflects actual reserve requuenients, mcluding those on nondepostt labilities, warl no
adjustments to chnate the effects of discontnuties associated with segulatory clauges
LEMCIVE LEUIEemeTs,

11, Reserve balances with Pederal Reserve Banks plus vault cash wused 1o sitisly reserve
reqiiiementls,

12, The monctany base, not neah-adpusted and not seasonally adjusted, consists ol (1) total
weserves (Jine 11, plus (2) requited cleanng balances and adjustments to compensate for float
at bederal Reserve Banks, plus (3) the canency component of the money stock, plus (4) (tor
all quadderly reporters on the “Report ol “Tansaction Accounts, Other Deposits and Vault
Cash" and tor all these weekly 1eporters whose vaalt cash exceeds thieit reguned seserves) the
difterence between cunient vault cash and the amount apphied to satisly curent reserve
iequirements, Since the intioduction ol contempoiancous reserve requitements m Iebruaty
1984, cunency and vault cash figires have been measmed over the computatton periods
cidirg on Meotidiys,

13, Unisdjusted totid 1eserves (lne 11 less unadjusted wequited teserves (e 14),
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Bitlions of dollas, averages of daily figuies
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1999' 1996
e 1992} 1993 1994 [DUAS - oL |
tem Dec Dec. Dec Dec.
Ot Nov D Jan
Seasonatly adjusted
Measies
ML.oooooooos o 0 1,024, LI2R6 11487 124w [NRIR] 1,120.0 1,124 8 [REDN]
M2 s 3387 34941 3,509.4 3,070.2 30421 3,6093.2 3070.2 J.686.0
Moo 41874 4,249.6 43194 1,582.0 L5875 4,567.9 4,582.0 JO01L8
L s L 5,005 8 5,104.5 53034 5.1 3,000.0 5,007.9 5,695.1 n.a,
bebt 11.881.7 125164 (31532 1 X k.0 lI & 13,7:45.0 13,807 8 15,8418 n,
M1 components
Curreney ... Lo G e 2929 2200 3510 3732 370.8 V1.6 3782 373.6
Travelers cleehs® Lo L 7.9 8.5 89 8.8 89 8.9 89
Demand dqm\n\i . Ce e LRD N 184 3 IR 384 & 38R 388 2 IEDR 3935
Other checkable de pmm P 38 40 40249 383.0 304, 1 3603 1530 3431
Nontiapsaction components
n M2 o e 20043 2,365.4 23607 2,545 2.510L3 25242 2,545 4 2,500.9
in M3 nnl\' ‘‘‘‘‘‘‘ 748 6 1556 K099 9118 9154 9147 911K 9258
Commerctal hunks
Savings deposits, |mllldl|lp MMBDAS 0 0 o FRIN T85O 7519 7750 7539 160.3 Ti50 1042
\nmll time «l(pmll\ FETRRRE S00.3 4704 0S4 576.2 5732 87504 5762 5783
Large ttme dqnmlx‘ e 2806 2723 2087 M35 335.8 3l S 3485 3419
Lhift ontiattions
Savings deposis, |||L]llt|lll), MMDAS . RERNY) 4338 A970 150.5 3072 360 3 150.5 358.7
Small tme deposits’ wo L 3619 376 318.2 199,95 156.0 58,4 1595 3567
Farge ume deposits 0/.1 01.5 o8 75.1 715 4.8 5.1 76.1
Money m ket muduad findy
Retal . . A56.0 3587 388 475.1 4643 40v.7 RYRNL 190y
hisbtution- nnly ,,,,,,, BN - L 1499.% 197.9 1837 220.1 223.6 2240 264 2290
Repuorchase agreements gnd Lwodolln s
Repurchase .I]_lLLI\lLIll\‘ ‘‘‘‘‘ Lo 128.1 157.5 180 4 178 1 1894 185 3 1 /8.1 183 1
Tarodotlas'= e o6y 00.3 823 887 921 894 88,/ 92.0
Debt components
Federal debt oo 0 Lo 3,008.06 13284 3,:497.0 L,038.4 3,6032.6 16158 3,038.4 i
Nonfedetal debt o0 0 0 0 oo 8.813.1 9,188.1 0,655.0 10,2081 10,013 10,1621 16,203+ i
Not seasonatly adjusted
-—_— - Y — [ - o I —
Measures’
ML . . e e 1,046.0 11537 11742 1,150.7 L3l 1,136.5 [,150.7 L1280
M2 e e P 1455 1 3514010 35298 3,689 9 3.038.1 1,058.8 3,689 9 3087 8
ML e e 4,208 % 427148 RN 46040 4.557.4 41,5808 46030 461644
Lo 5,103,1 5,194 2 54329 87247 5.050.1 5.081.2 5.724.7 L,
Dett 0 L0 Lo 11,8832 12,509 3 11458 13,8280 13704,/ 13,7718 (3886 .
M1 componenis
Curteney PRI 29510 48 3575 3761 3700 3/1.7 370.1 3.7
Travelers checks !, . . 78 706 LN K5 89 87 8.5 8.5
Demand dtlnml\ e e e L e e 3544 HIE 8 SO0t 408.0 3911 3958 408.0 3990
Otber checkable dqnmls ‘‘‘‘‘‘‘‘‘‘‘ 1889 $19.4 4081 3380 3610 360 3 358.0 1488
Nontiamaction mu/mm N
I M2 L L P 2.9t 2,300, 2,355.0 28802 25070 253223 2,532 2,559.8
tn M3 ()Ill\’ s e EREI 7502 7571 8114 9142 919 3 922.0 G13.2 G280
Commercal banks
Savings deposits, meluhng MMDAS . Lo 7529 7843 751.0 7150 7554 704 YARY T4
Smadl ime deposis” - N C e S07.8 408.2 5025 5723 5726 520 5724 570.0
Lage time deposits™ 2862 272.1 208 5 33 33,1 el 3 1434 2.0
Thitfe intitutions
Savings deposits, meludimg MMDAS J24 334 3909 359 3 629 617 §59.5
siall e deposts” R . e 3060,9 do.1 3os 387.1 350.2 356.7 3571
1ange tine deposits™ PN 67.0 [ 618 75.1 75.0 755 751
Money market mutual fundy
Retwl .o N Cooe e 159 1 1583 8K 2 4753 459.9 4078 F15 3 48101
Institution unl) AN G 2011 1994 1855 RESKO 2208 226 3% 228.0 1372
Repurchase agreemonts and Faodallars
Reputchase gpiecinents’ 1312 156 0 179.2 1ot 1912 1851 1767 181 &
Lurodolbs ax 7 670 R4 89,4 032 907 8.4 919
Debt components
Pederad debt 000 L o . 3,009 8 3,329 5 3,:490.0 3,639 8 36101 31,6359 1,308 il
Nonfederd debt o000 . . e K& 9,179 8 96168 10,1888 10,0936 1354 10,188 8 nan

Footnotes appear on following page
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NOTES FOTABLE 121

1o Catest monthly and weekly figtres are avatlable lrow the Board’s H 6 (S08) weekly
statsstical release, Histoncal data startig v 1959 e avatlable from the Money wmnd Reserves
Projections Section, Division of Maonetary Alfans, Board ol Govemaors of the bederal Reserve
Systen, Wishmgton, DC 20551

2 Composition of the oney stock easties and debt s as follows:

M1 (1) currency outside the ULS Treasury, Federal Reseave Banks, and the vaults ot
depositany mistitotions, (2) travelers chiechs ot nonbank issuers, (33 demand deposits at all
comnrerctal banks other than those owed 1o depository wstitutions, the US, government, wxd
Toreagm banks and ofhicial nsntunons, less cash items v the process of collecton and Fedeal
Resarve oat, and ¢h other chiechable deposis (OCDs), consisting ol negotiable onder ot
williciwal (NOW) and autoratie tanster serviee (ATS) accounts at depository mstifutions,
credit umon share diatt accounts, and demand deposits al thutt institutions, Scasonally
adjusted M1 1y computed by summimg: curency, tavelers checks, demand deposits, and
OCDs, cacl seasonally adjusted separately.

M2: ML plus (1) savings deposits Gncluding: MMDAS), (2) simall-denommation fnne
deposits (e depostts meluding et RPs e amounts ol dess than $100,0000, and (3)
batances m retail money market mutual fuds (money Tunds with nemimun it mvest
ments of less than $30,000), Ixcludes mchvidual vetireient acconnts (IRAs) and Keoph
balances at deposdory instations and money market lunds Seasonally adjusted M2 s
caleulated by summing savings deposits, small denommation e deposits, and 1etal money
fund balanees, cach seasopally adjusted separately, and wddimg this tesplt to seasonally
adjusted ML

M3 M2 plus (1) buge-denonunation mne deposits (i amounts o $100,000 or more)
tssted by all depository mstitutions, (2) balances minstitutional money funds (money funds
with e mital mvestiments o $50,000 o maore), (3 RE habihties (overnight and ten)
tssued by all deposttony wstitotions, and (8 Linodollus (overnight and teom) held by V.S,
esidents at loreign branches of US. banks worldwide and at all hanking ollices it Unated
Kmgdont and Canada, Fxchides amounts eld by depuository tastitutions, the LS povern-
ment, money mathet tunds, and foreten basks and othcral instaatons Scasonally adjusted
M3 s cadeulated by sunnng lage time deposits, mstitutional money Tund balances, RP
habihities, amd BEwmodollars, cach seasonalty adjusted separately, and addmg ths esult o
seisonalty adjusted M2,

[ M3 plus the nonbank pubhie holdings of TS, savings bonds, short-lenm Treasuy
securities, comercal paper, and bankers aceeptances, et of money nanhet Lund holdmgs ol

these assets: Scasonally adjusted Lo computed by sumiming .S, savings bonds, shoil-term
Preasmy secatities, commercal paper, and bankers acceptanees, cach seasonally adjpsted
sepatately, and then adding this yesult 10 M3,

Debt: The debt aggrepate s the outstunding cedit manket debt of the domestic nonfinan ial
sectors e tederal seetor (LS, government, not meluding govermunent sponsoted ente
puses on Jederally elated ottgage pools) and the nontederal sectors (state ad local
governments, houseliokls and nonproht ongamezations, nonbnanctal cotporate and nonfarm
noncorporate businesses, and farms) Nondedersl debr consists of movgages, tax exempt ad
corpotate bowds, consumer credat, bank loans, commercial papes, and other loans, 1he data,
whuch are denved trom the Federal Reserve Board’s flow of tunds accounts, me break
adyusted  (that is, discontinuities mthe data Tive beens smoothed mto the senes) and
month-averaged (hat s, the data have been derived by aveagng adjacent month cod levels)

3. Cantency outside the TS, Freasury, Federal Reserve Bunks, and vauldts of depostlory
mstitutions.

4 Outstanding wmount ot VLS, dollar-denominated travelers chechs of nonbank issuers
“Travelers chechs isued hy depository instinetions wie meluded mdemand deposies,

3 Demand deposis at commercial banks and foreign-refated wstitubions other than those
owed Lo depository institutons, the U S, government, and toretn banks and olbeial mstitu-
tons, less cash et i the process ot collection and Federal Reserve dloat,

6, Conansts of NOW and AT'S account bilances at all depository mstitutions, credit unon
shiane diadt account balances, and demand depostts at Ut mstiutions,

7. Sum ot (1) savings deposits (mcluding MMDAS), (2) siiall time deposits, and (3 el
mouey fund balances.

8. Sum ot (D) loge e depostts, (2) wstiational money tund balances, (4) RP halibines
(overnaght and term) issued by depository mstittttons, aid (4) Twrodallaes (overnight and
tenn) ol ULS, addressees,

9 Small tme deposis weluding eetad RPs e those issued i amounts ot less than
$100.000. AlL IRAS and Keoph accounts at commercial banks aud 1hift institutions are
subtracted from small tme deposits.,

10, Large e deposits e those tsued inamounts ot $100,000 or more, eacluding those
booked at mternational baoking facilities.

T Lange time deposits at commeretal hanks tess those lield by money mihet s,
depository msttutions, the ULS government, and latetgn baiks and oflicial institutions,

12, Includes both overnight and teom,
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1,22 DEPOSIT INTEREST RATES AND AMOUNTS OUTSTANDING  Commercial and BIE-insured saving banks’

1995 1996
Ite 1993 1994
tem Dec, Dec,
May June July Aug. Sept, Oct. Nov. Pec! Jan,
Interest rates (annuat ellective yicILIs)”
INSURED COMMERCIAL BANKS
1 Negotiable avder of withdrawal acconts .. L. 1.86 196 2.00 1.97 1.93% 1.93 194 1.93 1.95 1.92 1Ly2
2 Savings deposits” L . N .. 246 292 EAL) 317 313 312 34 RRY 303 310 3.0t
Interest-bearny e deposits with balanees of
less than $100,000, by matu ity
Y709 days oo . 2,65 379 4.25 4,20 4.17 4.10 4.10 4.01 4.12 4.1 397
49210 182 d.lys ........................ .. 291 4.44 4.03 4.8t 4.77 4.77 478 4.75 4.74 4.69 4.58
S 183 daysto I yew o o0 oo N 313 5.12 549 527 S8 515 514 518 512 503 4.92
6 More than 1 yea to 24 y As 355 574 S.82 553 538 5.39 532 534 527 548 544
7 Muoie than 22 yeurs | 4.28 6.30 o1l 579 5.62 5.03 560 5.56 5.49 5.41 5.26
BLE-INSURE DY SAVINGS BANKS!
8 Negouable order ul withdrawal accounts .. ., 1.87 1 94 1.97 1.98 1.97 198 1.98 197 1.94 191 .84
9 Savings de [)lb\ll\ . s e 2.63 287 2.93 297 297 2.96 2.96 2.97 2.99 299 2496
Interest-bearing tune deposits with balunces of
fess than $100,000, by manu ity
10 71090 days ... ... SR 281 A.80 427 4.24 4.28 4.34 429 4.45 444 4.39
11 9210 182 days . ... . N 3.02 4 89 534 5.22 5.16 512 508 5.02 4.95 4.87
12 183 daysto Lyemn oo oo oo, . R 5.52 582 561 5.47 545 5.35 5.28 519 5407
13 More than | yein 10 214 yewrs ... .. . 307 6.9 6.09 5.78 5.62 5.60 5,514 5.46 5.32 5.22
14 More than 2V years ... e 4.62 6,43 633 599 582 5.78 574 5.64 5.47 534
Amounts outstandimg (milliens ol dollars)
INSURED COMMI RCIAL BANKS —‘
15 Negotable order ol withdiawal accounts ... ... 305,237 304,896 275,446 276,406 274,140 267,644 253,174 258411 259,259 252434 250,508
16 Savings (l\.‘[l(l\ll\‘ e e 767,035 737,068 715,843 721,498 726,697 735,930 744,839 747,943 767,431 793,168 785,837

17 Pesonal ... . . . 598,270 580,438 561,875 566,220 570,299 575,204 584,239 587,235 599,787 628,372 626,183
18 Nonpersonal . 16R,739 156,630 153,968 155,279 156,398 160,726 166,600 160,707 167,644 164,796 159,654

Interest-bearing ime deposiin with batances of
lexs than $100,000, by matr ity

19 71090 days .. ... .. e e 29,302 12,265 31,655 32,258 33,142 30,037 29,804 249,940 31,083 32,807 33,846
200 92 o 182 days . Lo I 108,050 96,650 91,0184 92,304 91,975 91,796 92,220 94,418 97,401 96,902 94,494
20 W3 daysto Tyear oo Co. .| 145,386 163,062 185,983 189,110 189,011 189,505 189,338 188,859 188,043 147,828 188,948
22 Mare than | year to 2V yews .o . 139,781 164,395 195,557 198,805 202,467 204,453 203,548 206,993 211,169 211,388 215,161
23 More than 2%2 yeawrs ... DN 180,461 192,712 194,400 195,689 195,023 201,306 200,182 200,201 202,357 203,227 204,178
24 IRA and Keogh plan deposis .00 0oL tdd 11 144,007 149,496 149,488 150,426 150,648 149,570 151,094 151,869 152,300 153,056
BIE-INSURFD SAVINGS BANKS'
25 Negotiable order of withdiawal accounts .. 11,191 11,175 10,967 11,237 LE 147 10,999 11408 1L 6l 12,727 (1,050
26 Savings deposits e 80,370 70,082 67,349 66,952 66,409 60,478 69,752 69,636 70,265 71,402 69,619

27 Pesomd 77,2014 67,159 64,127 63,736 63,194 63,149 66,403 66,193 606,688 67,919 66,095

28 Nonpersonal BN .. EREE] 2,923 3,222 3,216 1215 3,329 3,349 3,443 3,577 3,482 3,524
tnierest-bearing e depostts with balances of
{esy than $100,000, by sty
29 7w 9l days . ... . e 2,746 2,144 (,.804 1,555 1,769 1,850 1,739 1,768 1,903 2,118 2,074
3092 to 182 days .. ... P 12,974 11,361 11,323 10,939 11,030 11,079 14,258 11,231 11,848 12,754 13,046
3t 183 days to T year . . . . 17469 18,391 20,491 21,545 21,969 22,294 24,837 25,036 25,887 27,072 27,907
32 Muoie than | year 1o 24 ymlx . . . 16,589 17,787 23,996 24,413 24,870 25,029 27,825 27,158 28,247 28,966 28,124
33 Mote than 2% yews . oo e 20,501 21,293 22,548 22,733 22,713 22,5063 23,351 23,470 23,574 24,247 23,923
34 IRA and Keogh plan accounts. ..o - 19,791 19,008 20,200 20,196 20,286 20,333 21913 21,784 21,758 21,949 22,089
I BIE, Bank Insurance Fund. Dataoan this table also appear m the Board’s H6 (508) 2. As ot October 31, 1994, witerest rate data for NOW accouits and savings deposits
Spectal Supplementary ‘Table montly statistical welease. For ordermng addiess, see unide reflect @ seres break caused by a change in the survey used to collect these data,
fiont cover Estimates are based on data collected by the Federal Reserve System trom a 3. Includes personal and nonpersonal money maiket deposits
stratified rndonm sample of about 425 commerctal banks and 75 savings banks o the list day 4. Includes both matuad and federal savings banks,

of vach month, Data are not scasonally adjusted und include IRA and Keogh deposits and
toretgn cunency-denonmmated deposits. Data exclude 1etal tepurchase agreements and depos
1ty held i U8, branches and agencies of foregn banks,



Monetary and Credit Aggregates  All

1.23 BANK DEBITS AND DEPOSIT TURNOVER'
Debits are in billions of dollars: turnover is ratio of debits to deposits: monthly data are at annual rates
1995
Bank group, or type of deposit 1992° 1993° 19947
June July Aug. Sept. Oct.! Nov.
DEBITS Seasonally adjusted
Demand 4/4'/)0.\/1,\"
P A insured banks ..o 313,280 33478401 369.029.1 391.053.7 407.389.4 307.843.0 H13.944.4 4094918
2 Mujor New York City banks . . . 1654477 171.224.3 191.168.8 197.712.2 200.835.9 207.576.7 210.336.4 2044834
30 Otherbanks. ..o oo 147.680.4 163.559.7 177.860.3 193.341.5 200 190.266.9 203.608.0 205.008.4
4 Other checkable deposits? 37803 R 1] I 3.798.6 41423 3.593.7 4.236.1 43668 4.690.6 4891.5
5 Savings deposits (inctuding MMDASs) 33091 34974 37663 432608 3980.7 4454 4.898.4 53285 57029
DEPOSIT TURNOVER
Demand deposits’
6 Al insured banks 8259 7859 8174 901.8 849.3 887.9 858.0 907.7 9038
7 Major New York 4.795.3 41981 44815 47189 46247 49709 3.018.0 5.269.7 52222
8 Otherbanks. ... ... .o o 4287 J24.6 4351 505.7 4629 480.7 450.5 489.3 496.5
9 144 .Y 12.6 i5.1 129 15.5 16.3 18.0 19.1
10 4.7 4.6 4.9 0.0 3 6.5 6.6 7.1 7.0
DERITS Not seasonally adjusted
Demand deposits }
11 Al insured banks .. 3133449 334.899.2 RICA RIS 425.855.1 390.226.6 4218753 395.203.2 413.563.0 308.249.2
12 Major New York City . 165.595.0 171.283.5 191.226.0 209.349.5 1968731 213958.6 2079942 212,506.0 7445
I3 Otherbanks. ... oo 147.749.9 163.615.7 177.895.7 216.3505.0 1933535 2079167 187.200.0 2000590 5.504.7
14 Other checkable dupuxil\4 RIVAXN) 34817 37956 42616 35254 4.203.3 44319 45657 45065
15 Saviegs deposits tincluding 33100 3498.3 37644 44327 4.034.1 4.750.1 4.849.1 S075.0 REIRN|
DEPOSIT TURNOVER
Demand 4/1'[70.\'[“‘
16 Allinswced banks ..o o oo 826.1 786.1 8IR.2 941.3 8482 936.7 8504 860.3
17 Major New York City banks . 48035 4.197.9 44903 4.972.0 4.657.5 33430 5.069.5 5.046.6
I8 Owherbanks. .00 428.8 4248 435.3 3277 462.8 5007 453 462.7
19 Other checkable deposits? 144 1Y 12.6 157 129 15.6 16.7 17.7 17.8
20 Savings deposits (inchding MMDAs) 4.7 4.0 4.9 (] 5.0 0.5 o0 0.8 72

. Historical ables containing revised data for earlier periods can be obtained from the
Publications Section, Division of Sapport Services, Board of Govemors ol the Federal
Reserve System, Washington, DC 20551,

Data in this table also appear in the Board's G.6 (406) monihly statistical release. For
ordering addres: inside front cover.

2 Amnuad >s of monthly
3. Represents accounts of individuals, pannerships, and corporations and of states and
political subdivisions,

4. As of Tanuary 1994, other checkable deposits (OCDs Y, previously detined-as awtomatic
transfer 1o demand deposits (ATSs) and negotiable order of withdrawal (NOW) accounts,
were expanded o include telephone and preauthorized  transier accounts. This change
redefined OCDs Tor debits data to be consistent with OCDs Tor depuosits datar,

5. Money market deposit accounts,
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1.26 ASSETS AND LIABILITIES OF COMMERCIAL BANKS'

Billions of dollars

Monthly averages Wednesday figures
Account 1995 1995 1996 1996
Jan. July Aug. Sept. Oct. Nov. Dec. Jan. Jan. 10 Jan. 17 Jan. 24 Jan. 31
ALL COMMERCIAL Seasonally adjusted
BANKING INSTITUTIONS -
Assets

t Bankcredit. ...l 33548 35262 35641 3.586.2 3.595.8 36219 36222 36272 36227
2 Securities in bank credit . 950.1 49759 982.2 986.8 989.1 988.6 983.1 917 9943
3 U.S. government securitie: 7293 7039 7084 7158 7127 704.5 706.2 7034 704.3
4 Other securities .......... . 2208 2720 2738 2711 2764 2841 2769 288.3 290.0
5 Loans and leases in bank credit® ...| 24046 2550.3 25819 25994 26067 26332 2639.1 26354 26284
6 Commercial and industrial .. .. .. 656.7 697.8 708.5 7150 718.3 725.1 7229 7269 726.8
7 Realestate .............. .. 10138 10623 10723 1076.8 10770 1.083.6 1083.6 10839 1.085.1
8 Revolving home equity .. 757 780 784 788 792 797 79.6 797 79.8
9 Other .............. .. 9380 984.3 937 9979 9979 1.003.9 1.004.0 1.004.2 10053
10 Consumer 4572 481.1 489.5 4912 4933 4977 4980 4972 4970
1t Security*. 733 87.1 86.6 86.2 827 839 878 849 79.1
12 Other .. 2036 2221 2252 230.2 2354 2428 246.7 242.6 240.5
13 Interbank loans*. 177.0 192.8 192.1 1939 193.7 2003 2013 198.7 195.2
14 Cash assets® ... .. 2188 2138 2149 2160 2235 2329 2345 216.0 2325
15 Otherassets® ..................... 2257 2237 2256 2269 2334 2300 2309 230.1 228.1
16 Total assets” ..................... 39194 4,099.5 4,1399 4,166.5 4,189.9 42293 4,231.7 42152 42217

Liabilities
17 Deposits .....ovvnnnii i 2.540.0 26000 26169 26296 26425 26381 26532 2,680.0 2.688.1 2.687.2 26034 26823
18 Transacti .. 805.7 7920 7833 781.1 7778 766.1 7708 7799 785.3 7855 7670 7834
19 Nontransaction . 1.734.3 L3170 1.833.6 1.848.5 1.864.7 18720 1,.882.4 190011 1.902.8 1.901.7 1,.896.4 1.898.8
20 Large time . .. 3664 4024 409.5 4158 4236 4231 4218 4219 4242 421.3 4190 4235
21 Other .. 13679 14146 1424.1 14327 14414 1.448.8 146015 1.478.1 1478.5 14804 14774 14754
22 Borrowings .. ....... 6459 6858 6878 687.3 6823 6726 687.7 7015 695.7 7028 4.6 7000
23 From banks in the US. . 1815 1956 1943 197.9 197.84 1959 194.6 244 205.7 2078 2020 2004
24 From nonbanks in the U.S, 4644 490.2 4935 489.5 484.5 4767 4932 497.1 4900 495.0 5026 499.6
25 Net due to related foreign oftice: .. 2449 2357 2447 2520 2576 264.0 263.6 2702 265.0 2785 2686 2673
26 Other diabilities®. .................. 166.1 2106 2124 2190 219, 2200 2274 2206 2i3.2 2197 2245 2254
27 Total liabilities . . ................. 3,59.9 37410 3,761.9 3,7879 38015 37948 348318 38724 38624 34888.2 33612 38749
28 Residual (assets less liabilities)? .. .. .. 3225 3584 W67 3520 3594 3718 358.1 3569 398 355.6 3540 3468

Not seasonally adjusted
Assets

20 Bank credit ...l 33482 35189 3.540.0 35689 357719 35926 3.603.3 36024 36164 36131 36035 36110
30 Securitics in bank credit .. 940.6 9726 981.7 9852 986.8 985.8 979.5 976.3 9728 975.1 975.7 918
31 U.S. government securitic: 7237 7019 7114 7101 7124 714.1 7080 699.0 6994 698.7 6978 699.8
32 Other securities .. ....... 2169 2708 2704 2752 2747 .7 2715 2713 2734 2764 27179 2820
33 Loans and leases in bank cred 2407.6 25463 25582 25837 25914 26069 26239 2636.2 26436 26380 26218 26292
34 Commercial and industrial . . 6539 69R.6 608.7 7039 706.7 7133 716.5 7221 7195 17 7223 7246
35 Realestate ............ 10134 1.062.2 1.067.7 1.074.0 1078.6 10824 10818 10834 10850 1.084.6 1.082.1 1.083.2
36 Revolving home equity 756 78.1 85 789 79.1 79.3 79.2 796 79.5 795 796 79.6
37 Other . .. 9378 984.1 989.2 995.1 999.6 10031 LO02.6 L0039 1.005.4 L0051 10025 1,003.6
38 Consumer . 461.5 4786 4859 49038 4899 4921 499.1 5023 504.0 5035 5006 49.7
39 Security? 753 84.3 82.1 86.3 85.2 87.5 860.5 856 87.7 85.1 84.4 83.1
40 Other .. 203.5 m7 2238 2287 230.7 2315 240.1 2426 2474 2431 2384 2386
41 Interbank loal 185.1 189.6 184.6 1879 197.2 2060 2001 2119 2166 199.2 201.5
42 Cash ass .. 2255 2017 2026 2158 22001 238.1 240.3 2293 2722 2137 2282
43 Other assets® ..................... 2264 240 2250 226.7 226.5 2331 317 230.1 2343 217 2326
44 Total assets’ ..................... 39288 4,087.5 40953 4,1423 41634 4,179.6 42238 42370 42310 4.279.7 4,187.7 42168

Liabilitics
45 Deposits . ... 25477 26016 26038 26284 26425 26540 26843 2.686.7 2.698.7 27183 26339 26674
46 Transaction. . . .. .. 818.1 7842 769.0 77198 T80 779.7 8059 791.6 7973 820.1 7456 7157
Nonlrans.lcllon . 17296 1.817.4 18348 1.848.6 1.864.5 1.874.3 1.878.3 1.895.1 1.901.4 1.898.2 1.488.3 1.891.8
3639 400.5 408.7 4149 4220 4242 420.8 4190 4199 4182 4177 421.5
1,365.6 14169 1.426.1 14337 13425 1.450.2 14575 1476.1 14815 1.480.1 14707 1.4702
636.8 6954 686.2 693.5 688.0 681.6 692.1 688.7 686.0 694.9 6825 684.1
1874 1937 188.3 190.2 1929 198.0 2074 213 2143 219.1 2016 2027
. 4494 RUN 4979 5033 495.1 4836 484.8 4774 4718 4758 480:9 4814
3 Net due to rel.\l(.d foreign olhc e 2513 2340 2430 2476 2587 2629 264.1 2773 2703 2832 828 2722
54 Other liabilities®. . ................. 167.3 208 2123 2192 2184 220 2227 223 2154 204 2259 2292
55 Total liabilities ................... 3,603.1 37408 3.745.3 3,788.7 3.807.6 38205 3.863.2 38750 38705 39175 38250 38529
56 Residual (assets less labilities)? .. .. .. 3257 346.7 350.0 3536 3358 359.4 3606 362.1 360.5 3621 3626 3639

Footnotes appear on last page.
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1.26 ASSETS AND LIABILITIES OF COMMERCIAL BANKS'-—Continued

Billions of dollars

Monthly averages Wodnesdiny figures
Account 1995 1995 1996 ’ 1000
Jan. July Aug. Sept. Oct. Nov. Dec. Jan. Jan. 10 S 17 Jan. 24 Jan. 34
DOMESTICALLY CHARTERED Seasonally adjusted
COMMERCIAL. BANKS o
Assets
ST Bank credit. .. ... oL 30004 3 HMY 26 31390 31489 6060 KR ) L1926 AL 34905 RRDAA
S8 Securitics in bank credit . 8674 8493 .7 8331 5.2 301 NAST 8324 NS0
59 U.S. government securitie 6091 639.8 27 o810 o150 012 (ST 30
60 Other securities ... ... 198.3 295 2100 2070 212 2048 200 25n
61 Loans and feases in bank credit® . .. 21339 2349 23185 233608 23392 23350
02 Commercial and indusirial ... .. 4915 5348 RES N 3394 S0 3394 S04
63 Real estate 9732 L0401 14413 LERY LIRR.O LiMu [KE
64 Revolving home equi . 75.7 TRE 79.2 797 9.0 7 T
65 Other ... .. 897.5 961.3 9622 9692 HouL) BN w7
66 Consumer 4572 1.2 4933 77 M0 7.2
67 Security? 6.4 536 6.4 5587 Sd4
68 Other _ .. . 1659 1854 189.9 1945 [EAR
69 Interbank Joans?. ... .. .. 153.0 16%.8 1739 1826 1844
70 Cash assets’ 191.6 185.8 1930 2003 230 200
7 Other assers® ... 1725 1737 178.2 1768 1787 1724
72 Total assets’ .................... 3461.7 3,585.4 36099 3,626.3 36308 3.660.3 36953 37es 36885
Liabilities
T3 Deposits ... ... 23883 2484 24589 24698 24713 24885 25098 RN 25236
74 Transaction. 795.7 7740 7124 768.7 756.6 TO0N 6.8 7740
75 Nontransaction 1.592.6 1.674.4 LoR6.8 L7011 17147 1.727.7 17407 L7478
76 Large time | . B 2 2503 2550 2609 2674 208 2710 04
77 Other ........ ... ... .. 14241 IRRIR (S IEA L4473 1 ASKG 14781 14774
78 Borrowings ... 5425 5672 5696 5670 565.1 5772 So0.3 S84
79 From banks in 1he U.S 164.6 1759 178.8 1781 176.1 1760 1827 INSS
%0 From nonbanks in the U.S. R 3780 3913 300.7 388y 389.0 4011 4076 3089
81 Net due to related foreign offices .. .. 90.1 008 92.2 92.6 89.8 914 933 88.3
82 Other liabilities®. .. ... ... .. 1227 1369 1416 i141.2 1428 146.7 144 140.0
%3 Total liabilities 31437 32433 32623 3.270.6 32689 33038 375 3335 33630 RRLYR
%4 Residual (assets less liabilitics)? . ... 38 3421 M16 3556 3629 356.5 RO 613 Hs M0 3402
Not seasonally adjusied
Assets
85 Bunk credit ... . o 29m0 31023 LT8R RARKY] 31697 34774 34K0.6 RREER]
86 Sccurities in bank credit e 8568 8454 8503 ®54.2 856.0 8495 R4S 8428
87 U.S. povernment securities ... .. 661.6 6379 ! 640.3 647.2 640 6334 621%
88 Other securities . .. 195.2 075 206.8 074 2088 2084 2106 R
89 Loans and leases in bank credit®. . . . . 21333 22569 22685 33994 2337 2379 2.336.1 23404
90 Commercial and indusinal ... 488.6 27 S215 5248 5289 5315 £ 530.7 RS
91 Real estate ... y729 10243 10304 L0369 10414 L4586 146.1 488 Losud
92 Revolving home equity . ... .. 756 3 784 789 79.0 9.3 79.2 795 A
93 Other ... ... .. 8974 946.3 9520 9381 9623 9669 993 95
94 Consumer . 461.5 4786 4859 49008 4899 4091 S02.3 R
95 Security”. S e 4.9 505 99 516 519 57.1 Sl 540
96 Other .. ... 1654 1808 180.8 184.2 1874 193.1 194.1 197.% 194 %
97 Interbank foans* .. ... oLl 1597 168.2 1613 1630 164.6 1849 1904 1914 197.2
9% Cash assets® ... 198.7 1844 1748 1879 1940 2079 2rt 198.2 210
99 Other assets” 1733 1726 1716 1726 1735 1775 1769 1763 1794
100 Total assets” ... ... ... 34654 35708 35696 3609.2 3629.7 36910 37004 3.693.2 17429
Liabilities
101 Depos 2395.3 24394 24367 24579 24714 24862 25187 25253 25339 25882
102 Transaction. 808.0 7748 7597 770.2 TORE 700 7950 714 7808 K100 738N
103 Nontransaction . 1664.6 16770 L6877 17027 1.716.2 17231 1,7439 1.747.2 [NE [RER
104 Large time . 2483 2 2607 267.2 2654 2689 2675 293 BOUR
105 Other ... 14163 14420 L4H90 14577 14750 14797 14788 14003
106 Borrowings . . 5716 5747 5761 5833 3808 57840 SKSX RER
107 From banks in the U.S 1730 17406 1783 187.7 1895 1933 19549 [RUR]
108 From nonbanks in the U, 3980 400.2 W76 3956 3914 3847 aRas s
{09 Net due o related forei 818 920 884 ¥9.3 934 856 6 wid
110 Other liabilities®. . ., 1370 {36 1444 18 1450 [R1KY] 430 [EIRY
{1t Total liabititi 31453 32298 3.279.7 3.295.1 33362 3342 33384 3.386.0 32942 3312
112 Residual (assels less liabilities)” . .. .. 320.1 3410 3500} 3534 354.8 356.3 3348 3505 3568 AEN

Footnotes appear on following page.



A20 Domestic Financial Statistics OJ April 1996

NOTES TO TABLE 1.26

1. Covers the following types of institutions in the fifty states and the District of

Columbia: domestically chanered commercial banks that submit a weekly report of condition
darge domestic): other domestically chartered commercial banks tsmall domestic): branches
and agencies of foreign banks: New York State investment companics. and Edge Act and
agreement corporations (foreign-related institutions). Excludes international banking facili-
ties, Data are Wednesday values, or pro rata averages of Wednesday values, Large domestic
banks constitute a universe: data for small domestic banks and foreigi wed institutions are
estimates based on weekly samples and on quarter-end condition reports. Data are adjusted
tor breaks caused by reclassifications of assets and Habilitie;

2. Excludes federal funds sold o, reverse repurchase
commercial banks in the United States.

3. Consists of reserve repurchase agreements with broker—dealers and loans 1o purchase
and carry sceurities,

4. Consists of federal funds sold to, reverse repurchase agreements with, and foans o
commiercial banks in the United States.

cements with, and loans to

5. Includes vault cash. cash items in process of collection, demand balances due from
depository institutions in the United States, balances duc from Federal Reserve Banks. and
other cash assets,

6. Excludes the duc-from position with related foreign offices, which is included in lines
25,53, 81 and 109,

7. Excludes uncarned income, reserves for fosses on foans and leases, and reserves for
transfer risk. Loans are reporied gross of these items

8. Excludes the due-to position with relaied foreign oftices, which is included in tines 25.
5381, and 109,

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

. Data have been benchmarked 1o the September 1995 Call Report: they also reflect
new scasonal factors,




Weekly Reporting Commercial Banks

1.27 ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS

Millions of dollars, Wednesday figures

A21]

1995 1996
Account
Dec. 6 Dec. 13 Dec. 20 Dec. 27 Jan. 3 Jan. 10 Jan. 17 Jan. 24 Jan. 31
ASSETS

1 Cash and bal: due from dep y institutions .. ....... 120,350 120.285" 132,782 135731 160,189 125,982 157.574 114,680 124,466

2 US. Treasury and government securities .......... 295.845" 293,978" 293,621" 287.030" 247,313 285,647 286,376 283,857 285.431

3 Trading account ............... 24,677 24,564" 25,260" 24,106° 25.123 25.614 26,136 22,866 23713

4 Investment account ... 271,169 269,413 268,361 262,924 262,190 260033 260,240 260,991 261,717

5 Mortgage-backed securities’ ........................ 108.656" 107,348" 107.863" 106.580" 109,253 109,422 110,128 110,486 111,662

All others, by maturity

6 One year or 1ess . ......ooovuiiniiii e 43437 43,358 471117 44,425 41,356 39.877 39,607 39,031 38.404

7 One year through five years . 67.731" 68,185 63,794" 63.310" 63,494 62,864 63,092 63.578 63,467

8 More than five years ...... 51,345° 50,521° 49,594" 48.609" 48,088 47,870 47,412 47.896 48,185

9 Other securities .......... 125.071° 123.914° 122,374 122,753° 126,712 124,219 125452 125.849 125,312
10 Trading account . .. 1.647 1,562 1,955 1,780 2022 1.693 1,572 1,579 1,544
11 nvestment account .................. 65,353 65,261 64,489 64,541 64,916 66,314 66,107 66,067 65,380
12 State and local government, by maturity 19,459 19.320 19,281 19,236 19.036 19,036 19,034 19.038 18.997
13 One yearorless ................. 4,893 4,839 4,797 4,768 4473 4455 4,441 4442 4424
14 More thanone year ................... 14,566 14,480 14,485 14,469 14,563 14,581 14,594 14,596 14,573
15 Other bonds, corporate stocks, and securities . 45,894 45,942 45,207 45,304 45,880 47,275 47,072 47,029 46,382
16 Other trading account assets .......................... 58,102 57,090 55,930° 56.432" 59.774 56,216 51,773 58.202 58,388
17 Federal funds sold® .....................ocooooiiii... 107,412 102,984 118,032 110392 129,208 113,626 119,105 110,323 110,591
18  To commercial banks in the United States . 70.763 67,252 80,700 75.328 89,162 75,639 83,482 73,330 74,148
19  To nonbank brokers and dealers in securities 32,068 30,350 32,102 30,039 33,045 30,551 29,494 30,575 29.894
20 TOOthErS® .. \ueieinerenneeaeainnns 4,581 5,382 5230 5.025 7.001 7.437 6,128 6,418 6,549
21 Other loans and leases, gross . 1,266,093 | 1,267,937" | 1.280,818" | §,285900" [ 1.296.495 | 1.292,137 | 1,292,323 | 1,281,905 | 1,285.560
22 Commercial and industrial 346,883 345,045 348,165 348.306" 351,660 348,203 349,183 349477 352,561
23 Bankers acceptances and commercial paper 1,397 1,408 1,303 1,361 1,402 1372 1,366 1,404 1,318
24 Allother ... ... .. ...l 345,486" 343,637 346,862" 346,945" 350,258 346.832 347.817 348,073 351.242
25 U.S. addressees .. 342.889" 340,018 344.228" 344,352° 347,574 344,149 345096 345,327 348472
26 Non-U.S. addressees 2,598 2,619 2,634 2,592" 2,684 2.683 2,121 2,746 2770
27  Realestate loans.......... 503,947 503.270 502,152 500,807 503,704 508,009 507,755 505,832 506,327
28 Revolving, home equity 47,573 47,706 47.771° 47,838" 47971 47982 48,033 48,019 48,000
29 Allother ..................... 456,344" 455,564 454,381° 452,969 455,734 460,028 459,722 457.813 458,327
30 To individuals for personal expenditures 246,755° 248,985 25221 255,865" 255,780 255,999 255,095 252,221 251,132
31 To depository and financial institutions 66.361" 66,672 67.814" 73,288" 74.024 72,529 72,985 71,046 69,537
32 Commercial banks in the' United States 37.792" 38,293 38,825" 44,399" 44,798 43.943 44,792 42,887 41,267
33 Banks in foreign countries 3,078 2.877 4,075 3.560 3,691 2,983 3.108 3.701 3,153
34 Nonbank depository and other finan 25491 25,501 24914 25329 25,536 25,603 25,085 24,458 25117
35 For purchasing and carrying securities . ......... 16,006 16,599 20,609 18,950 18.335 15716 16,165 15,425 17,495
36 To finance agricultural production .. 6,454 6,489" 6,483" 6,532 6,892 6,700 6,594 6,579 6,522
37 To states and political subdivisions ...... 10,769 10.936 10.807 10,672 10,492 10,549 10.554 10,713 10,606
38 To foreign governments and oflicial institution: 1,021 1.131 1094 1.121 {,136 1,364 1,196 1,182 1,159
39 Al other loans ...... . 28,060 28,799 31.221 29,664 32,557 30,777 30,364 26,975 27.530
40 Lease-financing receivables . 39,867 40,011 40,262 40,694" 41,918 42,289 42431 42,455 42,691
41 LESS: Unearned income ... .. 1.736 1,732 1.731 1,757 1.729 1,764 1,732 1,736 1,735
42 Loan and lease reserve’ 33,686 33,704" 33,620 33462 33,591 33457 33455 33,288 33277
43 Other loans and leases, net . .. 1,230,674° | 1,232,501" | 1,245468" | 1.250,681" { 1,261,175 1,256,916 1.257.135 1,246,880 1,250,548
44 Allotherassets ...........c.o ittt 142,038° 139,979" 145,076" 141.504" 143,573 141,847 142,533 138,716 142,061
45 Total assets. ... ... 2,021,387 | 2,013,640° | 2,057,352 | 2,048,090" | 2,108,169 | 2,048,237 | 2,088,176 | 2,020,305 [ 2,038,409

Footnotes appear on the following page.
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1.27  ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS—Continued
Miltions ol dollars. Wednesday figures
19935 1996
Account
Dee. 6 Dee. 13 Dec. 20 Dec. 27 Jan, 3 Jan. 10} Jan. 17 Jan, 24 Jan. 31
LIABILITIES
46 Deposits L2M606 | E201.6260 1 1213783 | 1218774' | 1265024 | 1220595 | 1249088 | 1191403 | 1.211.570
37 Demand deposits L7206 RIRSEI 327.501 335.375 3384957 323000 341290 299,095 316.255
4 Individuals, partnerships. and ¢ 202860 203,308 270.614 280,300 209.667 272083 282,675 251544 205977
Other hokders ... ... .. J 36947 55075 59.290 50027 58015 47.551 50278
States and politics 8204 9.874 10388 10314 8330 9.010 9467 10.164
SOVl L 1,800 2,350 1808 2235 3828 2384 2.382
wy institutions in the United States ... 20880 paival] 23.059 23228 X776 20075 21496
in forcign countries ..o 534 4980 5837 s.als s 5.204 S.615
v governmients and oflicial institutions SI8 675 590 914 619 RIN] 09
i eflicers” cheeks . 12,023 16,337 12700 9.706 IR 10,157 9911
Transaction balances other than demand deposits™ . oo Y6862 93,104 96.214 Y5508 93.267 93450 87.023 88848
Nomransaction hakances 796017 793982 790.009 TRTR0L RE338 814,342 805280 806467
Individuals, partnership: oo 7730248 771594 768.00¢" 765886 791014 781019 782.028
Other holders ... 22793 22388 MRS 21918 23328 23366 23.839
States and political subdivisions ... 20,393 20,064" 19.667" 19518 20,747 20,581 20,905
ULS. government P 594 628 554 623 747 772 829
Depository institutions in the United States ..o 1512 1,404 1.393 1474 1475 1609 1.835
Foreign governmentis. oflicial institutions, and banks . 294 2093 300 300 358 344 270
for horrowed muncyﬁ ........................ 407442 401,459 435442 419,130 J13.913 418720 406,710 409,504
e from Pederal Reserve Banks §] 0 3405 0 1] 130 0
amd loan notes 3.232 5028 RIRA) 17,121 44 10,50 230060 21405
404280 396431° 01,142 J02.004 409409 J08.095 383,650 388,009
216,566' 217677 215603 210014 211.286 220,170 227.098 220315
69 Total Biabilities .. ... ... oo 1,828,613 1.820.762" | 1864829 | 1.856,923" | 1.916,083 | £834794 | 1893983 | 1825201 | 1,842.390
70° Residual (tolal assets fess total tiabilities)’ .. ... ... ... 192,774 192.878 192,524 191167 192,086 193443 194,193 195,004 196,019
MEMO ) .
71 Total loans and teases, gross, adjusted. plus securities™ . FLOSSROO" | 1683267 [ LOYSIY | 1686348 L703.768 1 1696047 | 1094982 [ LORSTH6 | 1.69147N
72 Fime deposits in amounts ol S!(N).l)‘)() or more HO6,043 16040 L4751 112,083 113,989 116464 8.0t 17244 118290
73 Loans sold outright 10 aliliaes” 1,328 138 1309 1.294 1.286 1.246 1.237 1.226 1.215
74 Commercial and industrial 279 279 279 277 277 277 277 276 275
75 Other oo i 1049 L3R 1,030 L7 1.009 970 960 950 o940
76 Foreign, branch: credit extended o ULS, residenis™' o 26,125 26,120 20414 27.02 20955 27812 27.304 27143 27814
77 Net owed to related institutions abroad . ..o 77.108 MA67 82923 88067 91318 80409 91,151 91,295 N38dS

1. Includes contiticates ol participation. issued or guaranteed by agencies of the ULS,
government. in pools of residential morga

2. Includes seeurities purchased unde

3. dncludes allocated wanster nisk reserve

<. Includes negotiable order of withdrawal (NOWs) and automatic iransier service (ATS)
accounts, and telephone and preauthorized transiers of savings deposits.

S Includes borrowings only from other than direetly related institutions,

0. Includes federal funds pu ed and securities sold undel ments o repurchase,

7. This balancing Hem is not intended as & measure of equity capital Tor use in capital-
adequaiey analysis.

goes.
cments 10 rescll.

8 Eactudes tomts to and federal funds trsactions with comurercial banks ot
United States.,

9. Afliliates include a bank’s own (oreign branches, nonconsolidimed nonbank afiiliates off
the bank. the bank™s holding company G not o bank). and nonconsolidaied - non'ank
subsidiaries of the holding company.

10, Crediv extended by Torcign branches of domestically chantered weekly reporting banks
1o nonbank L sidents, Consists prainly of commercial and industrial Toans, but includes
an saknown amout of credit exiended o other than nontinancial businesses.
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1.28 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS
Assets and Liabilities

Millions of dollars, Wednesday figures

1995 1996
Account
Dec. 6 Dec. 13 Dec. 20 Dec. 27 Jan. 3 Jan. 10 Jan. 17 Jan. 24 Jan. 31
ASSETS
I Cash and balances duc from depository
NSEULONS . ..o 17.596 17445 18,439 18.852 18.596 18,650 18805 19.282 18,636
2 U.S. Tr and government ageacy
sect 44,123 44,6035 127 42,680 42284 42760 42,772 42214 42544
3 Other securi N R 40,464 39.537 39,985 40,604 40,854 43387 43.857 46,968
4 Federal funds sold . . 27534 25,573 29,623 27,848 32484 31,089 29905 27917
5 Tocommercial banks in the United States 9952 7418 11,597 7.933 £.993 8.890 8.091 7.602
6 17,582 18,158 18,026 19915 23.491 22199 21814 20314
7 180,452 182,299 182,989 183.954 182,012 181,623 180,999 181.613
8 116,560 117,064 117715 117,927 117,610 118.359 118,615 118,802
9 Bankers acceptances and commercial paper . 4542 4,358 4,548 4.559 4753 4920 5.035 5034
10 All other. .. 2183 112,018 112,706 113,166 113,368 112,856 113,439 113,580 113,668
X] U.S. addre 107.087 106,909 107.399 107,448 107,679 107.167 107.713 107,626 107.765
12 Non-U.S. addres: . . 5095 5010 5.307 5718 5.689 5.689 5.725 5954 5903
13 Loans secured by real estate. .. ... ... 22202 22.027 22,057 22016 21,759 21510 21502 21,253 21,165
14 Louns to depository and financial
institutions . 30.231 29,724 29,708 30,290 30.590 30,330 30,089 29,737 30,063
15 Commercial banks in the United § 3239 3018 3117 2146 2752 2,618 2.387 2.630 2444
16 Banks in forcign countries . 3,145 2994 3.129 3.254 3.209 3.235 3.003 2,844 2819
17 Nonbank financial institutions. 23,4846 23612 23,462 24,290 24,629 24478 24.699 24,262 24,800
18 For purchasing and carrying securi 5611 6,152 7458 6417 6807 5.267 5033 4.732 4,888
19 To foreign governments and official
ISUIINONS .o 467 452 455 452 633 650 642 643 587
20 Allother. ... . . 41501 4.131" 4.146' 4551 4,654 4.957 4476 4491 4,557
21 Other assets (claims on nonrelated parties) .. .. .. 43,138 45.088 40.703 39.567 40,739 40.274 38941 39,981 40,230
22 Total assels’ ... 380,12t 388,261 378,404 380,079 379,852 382,644 384,586 383,607 386,938
LIABILITIES
23 Deposits or credit balances owed 10 other
than directly relaled institutions .. ... ..., 104,370 105,439 107409 105.326 102209 102,853 101,358 100,494 100,709
24 Demand deposits . 4,059 4,380 +.398 5,094 4,541 4.556 4,354 4,134 4,483
25 Individuals. parinershi 3148 3,190 3.620 4016 3,653 3.809 3,584 3018 3416
26 Other . 914 1.190 777 1.079 bt 747 770 LOLS 1,067
27 Nontransaction accoumts . 100311 101,059 103,011 100,231 97.668 98.297 97.004 96,360 96.226
28 Individuals, partnerships e 72925 74155 74,527 71,569 69,031 69,258 67936 66,080 65.759
200 Oer L 27.386 260,904 28484 28,6063 28,637 29039 29,067 30.280 30,466
30 Borrow
related institution: 72,197 73498 74.531 72072 74.151 73,765 73.802 72.761 71.685
3 Federal Tunds purchased 45,535 44,606 45,723 4,607 48.649 50,333 48,196 47.355 47,553
32 From commercial banks in the United 8.425 9,166 9,760 9,503 10,481 10,122 10,882 9,604 11,188
33 From others 37010 35440 35.963 35,104 38,168 40.212 37314 37.751 36,365
34 Other liabitities for borrowed money . 26,662 28,892 28.808 27.466 25502 23431 25,606 25,406 24,132
35 To commercial banks in the United 4,446 4.551 4498 4.587 4212 3786 4.396 4.090 4013
36 To others e 2217 24341 24,310 22878 21.290 19,646 21210 21316 20,119
37 Other liabilities to nonrelated | 65823 06,092 60,434 59.897 59,171 58,626 60.148 62936 64.696
38 Totad Babilities® ... ... 380,121 381,261 378,404 380,079 379,852 382,644 184,586 383,607 386,938
MEMO
39 Total loans (gross) and sceurities, adjusted” 280,522 279,985 281,004 280,935 284,005 286,499 287.593 286,254 288.996
40 Net owed 1o related institutions abroad ..., .. 110,865 110,559 108,304 116,402 118,495 121,790 121.309 120,048 120818
1. Includes sceurities purchased under agreements to resell. 5. Includes securities sold under agreements (o repurchase.
2. Includes transactions with nonbank brokers and dealers in securities. 6. For US. branches and agencies of forcign banks having a net “due to™ position,
3. For US. branches and agencies of foreign banks having a net “due from™ position, includes net owed 1o related institutions abroad.
includes net due from related institutions abroad. 7. Excludes loans 10 and federal funds transactions with commercial banks in the United

4. Includes other ransaction deposits, States.
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1.32  COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

Year ending December 1995
Itlem
1991 1992 1993 1994 1995 July Aug. Sept. Oct. Nov. Dec.
Commercial paper (seasonally adjusted unless noted otherwise)

T Allissuwers . ................o i 528,832 545,619 555,075 595,382 671,577 657,938 660,719 669,686 673,392 671,081 671,577

Financial companies’
2 Dealer-placed paper-. total ............. 212,999 226,456 218,947 223.038 273,978 262,695 261,904 268,838 271,299 271,337 273978
3 Dircctly placed paper-, total. ... ........ 182,463 171,605 180,389 207,704 208.136 215473 215,361 213,883 215.214 214,420 208,136
4 Nonfinancial companies®. . ... ............ 133.370 147,558 155,739 164,643 189.463 179,770 183,454 186.965 186.879 179,324 189,463

Bankers dollar acceptances (not seasonally udju.\sled)5

STotal. ... o 43,770 38,194 32,348 29,835

By holder
6 Acceptingbanks ... ..ol 11017 10,555 12.421 11,783
7 Ownbills.............. . 9,347 9.0897 10,707 10.462
& Bills bought from other banks 1670 1,458 L714 1,321

Federai Reserve Banks'
9 Forcign correspondents .. .............. 1,739 1.276 725 410 n.a. n.a. na n.a. na ni. n.a
10 Others..................oioi, 31,014 26,364 19,202 17,642

By basis
|1 Imports into United States ............... 12,843 12,209 10,217 10,062
12 Exports from United States . 10,351 8,096 7.293 6.355
13 Allother. . ..., 20,577 17,890 14.838 13.417

L. Instiwstions engaged primarily in commercial, savings, and mortgage banking: sales,

personal, and morgage financing; factoring, finance leasing, and other business lending:

insurance underwriting: and other investment activities.

2. Includes all financial-company paper sold by dealers in the open market.

3. As reported by financial companies that place their paper directiy with investors,
4. Includes public utilities and firms engaged primarily in such activities as communica-
tions, construction, manufacturing, mining, wholesale and retail trade. transportation. and

services,

5. Data on bankers dollar acceptances are gathered from approximately 100 institutions.

dollar acceprances will be reported annually in September.
6. In 1977 the Federal Reserve discontinued operations in bankers dollar acceptances for

its own account.

The reporting group is revised every January. Beginning January 1995, data for Bankers



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

Percent per year

Financial Markets

A25

Date of change Rate Period Avr::‘;g" Period AV::[:"'L Period A\;i'!‘e'ge
1993—Jan. 1 6.00 1993 6.00 1994—1Jan. ... 6.00 1995—Jan. .. 8.50
1994 7.15 Feb. 6.00 Feb. 9.00
1994—Mar. 2 6.25 1995 8.83 Mar. 6.006 Mar. 9.00
Apr. 6.75 Apr. 6.45 Apr. 9.00
May 7.25 1993—Jan. . 6.00 May 6.99 May 9.00
Aug. 7.75 Feb. 6.00 Junc 7.25 June 9.00
Nov. 8.50 Mar. 6.00 July 7.25 July 8.80
Apr. 6.00 Aug 7.51 Aug 8.75
1995—Feb. 9.00 May 6.00 Sept 1.5 Sept 8.75
July 8.75 Junc 6.00 Oct. 7.75 QOct. 8.75
Dec. 8.50 July . 6.00 Nov. 8.15 Nov. 8.75
Aug. 6.00 Dec. 8.50 Dec 8.65
1996—Fch, 1 s 8.28 Sept. 6.00
Oct 6.00 1996—Jan. .. 8.50
Nov. 6.00 Feb. . 825
Dec. 6.00

1. The prime rate is one of several base rates that banks use 10 price short-term business
loans. The table shows the date on which a new rate camie to be the predominant one quoted
by a majority of the twenty-five Jargest banks by asset size. based on the most recent Call

Report. Data in this table also appear in the Board's H.1S (519) weekly and G.13 (415)
monthly siatistical releases. For ordering address, sec inside front cover.
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1.35 INTEREST RATES Money and Capital Markets
Percent per year: tigures are averages of business day data unless otherwise noted
1995,
1995 1996 weck 1996, week ending
liem 1993 1994 1995 ending
Oct. Nov. Dec. Jan Dec. 29 Jan. § Jan, 12 Jan. 19 Jan. 26
MONEY MARKET {NSTRUMENTS
U Federal funds'> ... 3m 421 5.83 5.76 5.80 5.60 5.56 5.48 5.35 5.53 5.61 5.44
2 Discount window borrowing™® ... ... ... 3.00 3.60 5.21 528 5.25 5.25 524 528 5.25 5.25 5.25 5.25
Commercial pap(’r‘j'(‘
3 bmonth ... 317 4.43 593 5.81 5.80 5.84 5.56 5.83 5.63 5.59 3.57 5.51
4 3-month .. . . 3.22 4.66 593 582 5.74 S5.64 5.40 5.61 5.49 545 5.40 5.35
S 6Gmonth ... ... 3.30 4.93 593 571 5.59 543 523 5.39 532 5.29 523 5.17
Finance paper, divectly plac ed™T
6 l-month ...... .. ... 3.42 4.33 5.81 571 5.69 570 544 5.60 5.50 547 544 5.40
7 3-month .. . 36 4.52 5.78 5.66 5.59 5.47 5.25 5.39 5.34 532 5.26 5.19
8 Gmonth ......... ...l 3.5 4.56 5.68 5.51 5.35 5.20 501 5.12 5.10 5.06 5.01 4.95
Bankers m'u'plulu'c.\’]'5"‘
9 3month ... 313 4.56 5.81 571 5.64 5.52 5.31 5.46 5.3 5.36 5.32 5.28
10 6-month ... 321 4.83 5.80 5.61 547 5.34 5.44 528 521 520 5.14 510
Certificates of deposit. secondary marker™®
11 {-month EN Y] 4.38 587 5,75 5.7% 575 547 5.64 5.53 5.52 5.48 544
12 3-monih .. . . B3 4.63 5.92 579 5.74 5.62 5.39 5.53 5.44 545 5.39 5.36
13- 6-month ... 328 4.96 5.98 5.76 5.64 549 5.28 542 5.35 5.35 5.28 5.23
14 Eurodoliar deposits, 3-month™!" . 318 4.63 5.93 5.81 5.75 5.64 5.40 5.56 5.49 547 5.39 5.34
US. Treasury bills. <
Secondary market™
15 3-month .... 3.00 4.25 549 528 5.36 5.14 5.00 489 5.02 5.03 4.9% 497
16 6-month .. 312 4.64 5.56 532 527 5.13 492 498 5.00 4.98 4.85 490
17 leyear .. .. 39 5.02 5.60 528 5.4 5.03 4.82 4.94 4.9% 4.89 477 4.79
Auction average
8 3month ... ... .l 3.m 4.29 5.5 5.30 5.35 5.16 5.02 491 5.04 5.03 502 4.99
19 6-momh .. 3.14 4.66 5.59 5.34 529 5.15 497 5.04 503 5.02 493 4.88
B B 333 5.02 5.69 5.30 5.5 5.06 4.89 na. n.a. 489 na. n.a.
U.S. TREASURY NOTES AND BONDS
Constant maturities'?
2 I-year . 3.43 5.32 594 5.59 543 5.31 509 5.21 S.18 5.17 503 5.08
22 2-year . 4.05 594 6.15 5.70 5.48 532 5.11 5.22 5.8 5.20 5.04 5.09
23 Reyear ... 444 6.27 6.25 577 557 539 5.20 5.29 5.26 5.29 5.13 5.18
24 S-year.... . 5.14 6.69 6.38 5.86 5.69 5.51 536 5.4 539 5.44 5.30 535
25 Teyear ..., . 5.54 691 6.50 597 543 5.63 5.54 5.56 5.54 5.62 547 5.53
26 10-year 587 7.09 6.57 6.04 5.93 574 5.65 5.64 5.63 5.74 5.58 5.65
27 20-year 629 749 6.95 645 6.33 6.12 6.11 606 6.06 6.18 0.06 6.1
28 30-year 6.59 7.37 6.88 637 6.26 6.06 6.05 6.00 6.00 6.12 6.01 6.06
Composite
29 More than 10 years tlong-term) ............ 6.45 7.41 693 643 6.21 6.1 6.07 6.04 6.03 6.14 6.03 008
STATE AND LOCAL NOTES AND BONDS
Moody's series'?
30 Aaa .. 5.38 5.77 5.80 5.74 5.03 540 5.27 5.29 522 5.25 5.30 330
31 Baa . . 5.83 6.17 6.10 595 579 5.66 559 5.00 5.59 545 5.69 5.61
32 Bond Buyer series'™ L 5.60 6.18 595 5.80 5.64 545 5.43 544 5.37 5.50 5.40 5.46
CORPORATE BONDS
33 Seasoned issucs, all industeies’™ ... ... 7.54 8.26 783 739 7.30 711 710 7.05 7.05 715 7.08 7.10
Rating group
34 A0 L 722 797 759 712 702 6.82 6.80 6.76 6.75 6.86 6.80 6.81
7.40 8.15 172 7.27 7.18 6.99 6.99 6.93 6.94 7.02 6.96 7.00
7.58 8.28 7.83 7.39 7.32 7.13 7.12 707 707 7.18 7.1 7.13
7.93 8.63 8.20 715 7.68 7.49 7417 743 742 7.52 745 747
A-rated, recently offered utility bonds 7.46 829 7.86 7.36 7.30 730 7.09 6.98 7.08 7107 7.00 7.4
MEMO
Dividend—price ratio! 7
39 Common SLOCks .. .ooue il 278 282 2.56 244 237 2.30 231 2314 228 237 235 230

1. The daily éffective federal funds rate is a weighted average of rates on trades through
New York brokers.
2. Weekly figures are averages of seven calendar days ending on Wednesday of the
cusrent week: monthly figures include each calendar day in the month.
3. Annualized using a 360-day year for bank interest.
4. Rute 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 whosc bond rating is AA or the equivaient.
7. An average of offering rates on paper directly placed by finance companies.
8. Representative closing yields for acceptances of the highesi-rated money center banks.
9. An average of dealer offering rates on nationally traded certificates of deposit.
10. Bid rates for Evrodollar deposits at approximately 1§:00 a.m. London time. Data are
{or indication purposes only.
11, Auction date for daily data: weekly and monthly averages computed on an issue-date
basis.

12, Yields on actively traded issues adjusied to constant maturities. Source: U.S. Depan-
menl of the Treasury.

13. General obligation bonds based on Thursday figures: Moody's Investors Service.

i4. State and local government general obligation bonds matusing in twenty years are used
in compiling this index. The twenty-bond index has a rating roughly equivalent to Moodys’
Al rating. Based on Thursday figures.

15. Daily ligures from Moody's Investors Service. Based on yields 10 maturity on selected
long-term bonds.

16. Compilation of the Federal Reserve. This series is an estimate of the yield on recently
offered. A-rated utility bonds with a thirty-year maturity and five years of call protection.
Weekly data are based on Friday quotations.

17. Standard & Poor’s corporate series. Common stock ratio is based on the 500 stocks in
the price index.

NOTE. Some of the in this table also appear in the Board’s H.15 (519) weekly and
G.13 (415) monthly statistical releases. For ordering address, see inside front cover.
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1995 1996
Indicator 1993 1994 1995
May June ity Aug. Sept. Oct. Nov. Dec. Jan.
Prices and trading volume (averages of daily figures)
Common stock prices (indexes)
1 New York Stock Exchange
(Dec. 31, 1965 = 50) ................ 249.71 254,16 291.18 281.81 289.52 298.18 300.05 31041 31478 317.58 327.90 329.22
2 Industrial ...... <o} 30050 31532 367.40 357.01 366.75 379.13 379.79 390.42 389.63 398.66 41211 413.05
3 Transportation .. 242.68 247.17 270.14 254.70 256.80 279.15 285.63 295.54 | 291.16 300.06 303.53 300.43
4 U.\lllly ....... Lo 11455 104.96 1i4.61 106.02 108.12 109.59 111.06 114.67 123.59 119.49 173.95 127.09
S O Fimance....... ... ..o, 216.55 209.75 238.48 228.45 236.26 240.49 245.27 260.72 265.12 266.12 273.36 274.96
6 Standard & Poor’s C P i
(1941-43 =10y ................... 451.63 460.42 541.72 523.83 539.35 557.37 559.1t 578.77 582.92 595.53 614.57 614.42
7 American Stock Exchange |
(Aug. 31,1973 =50 .............. 438.77 44949 | 498.13 487.03 492.60 513.25 526.86 547.64 530.26 52993 538.01 54048
Volume of trading (thousands of shares)
8 New York Stock Exchange ............... 263374 1290652 [345.729" 1341905 |{345547 |[363,780 {309,879 |352,184 }365,108" | 360,199 | 384310 | 416,048
9 American Stock Exchange ................ 18.188 17.951 20,387 19,266 24,622 23,283 21825 25422 17,865 16,724 21,085 21.069
Customer financing (millions of dollars, end-of-period balances)
10 Margin credit at broker—dealers® ......... 60,310 61,160 76,680 64,070 66,340 67,600 71,440 77,076 75,005 77,875 76,680 73,530
Free credit halam es at brokers®
11 Margin accounts® 12,360 14,095 16,250 13,403 13,710 13,830 13,900 14,806 14,753 15.590 16,250 14,950
12 Cash accounts .......................... 27715 28,870 34,340 27,464 29.860 28,600 29,190 29,796 29.908 30,340 34,340 32.465
Margin requirements (percent of market value and effective date)®
Mar. 11, {968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 lan. 3, 1974
13 Margin stocks . ......... ool 70 80 65 55 65 S0
14 Convertible bonds o 50 60 50 50 50 50
15 Shortsales ...l 70 80 65 55 65 50

1. 1n July 1976 a financial group, composed of banks and insurance companies, was added
1o the group of stocks on which the index is based. The index is now based on 400 industrial
stocks (formerly 425), 20 transportation (formerly 15 rail), 40 public utility (formerly 60), and
40 financiaf, .

2. On July 5, 1983, the American Stock Exchange rebased its index, effectively cutting
previous readings in half.

3. Since July 1983, under the revised Regulation T, margin credit at broker—dealers has
included credit extended against stocks, convertible bonds, stocks acquired through the
exercise of subscription rights, corporate bonds, and government securities. Separate report-
ing of data for margin stocks, convertible bonds, and subscription issues was discontinued in
April 1984.

4. Free credit balances are amounts in accounts wuh no unfulfilled commitments to
brokers and are subjecl to withd; on dem

5. Series initiated in June 1984,

6. Margin reg stated in adopted by the Board of Governors pursuant
to the Securities Exchange Act of 1934, limit the amount of credit that can be used to
purchase and carry “‘margin securities” (as defined in the reguiations) when such credit is

collateralized by securities. Margin requirements on securities other than options are the
difference between the market value (100 percent) and the maximum loan value of collaterat
as prescribed by the Board. Regulation T was adopted effective Oct. 15, 1934; Regulation U,
effective May 1, 1936: Regulation G, effective Mar. 11, 1968; and Regulation X, effective
Nov. 1, 1971,

On Jan, 1, 1977, the Board of Governors for the first time established in Regulation T the
initial margin required for writing options on securities, setting it at 30 percent of the current
market value of the stock undertying the option. On Sept. 30, 1985, the Board chnnged the
required initial margin, allowing it to be lhe same as lhe opuon mamtenance margin requnred
by the appropriate or self- y of uch margin rules
must be approved by the Securities and Exchange Comm:ssnon 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 of the option plus 20 percent of the
market value of the stock underlying the option {or 15 percent in the case of stock-index
options).
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Fiscal year Calendar year
Type of account or operation 1995 1996
1993 1994 1995
Aug. Sept. Oct. Nov. Dec. Jan,

US. budger!
1 Receipts, total ............. ool 1.153.226 1,257.451" 1,350,576 96,560 143.219 90.008 138,271 142,922
2 On-budget... 841,292 922,425' 999,496 69.265 2510 7 63.651 110,322 110.615
3 Off-budget. . . 311,934 335,026 351.080 27295 30.709 23.393 26.357 27.949 32,307
4 OQutlays, total. . . 1,408,532 1.460,553 1,514,389 130,411 135,933 118,352 128.458 132,984 123.647
5 On-budget .. 1,141,945 1,181.181" 1,225,724 104,135 105,098 92,151 101,767 121,753 98.057
6  Oft-budget ........... 266,587 279372 288,665 26,276 30.836 26.200 26,691 14,232 25,591
7 Surplus or deficit (—). total oo —255,306 —203,370 163,813 -33,851 7.286 —22.758 —38.450 5.286 19.274
8§ On-budget ........... 1 -300,653 258.756" —226,228 —34.870 7412 —19,951 -38.116 —11.431 12.558
9 Oft-budget ............................ 45347 55,654 62415 1019 —126 -2.807 -334 16,717 6.716

Source of financing (total)
16 Borrowing from the public. ................. 248,594 184,696 171,288 16,071 -6.618 12,353 38,339 — 18,358 —4,747
11 Operating cash (decrease. or increase (—) . 6.283 16,564 -2.007 30,776 ~19.820 16755 -4.911 5.610 —16959
120ther ™. ... 429 1.842" —5.468 -12.9% 19.152 7350 5.022 7.462 2432

MEMO
13 Treasury operating balance (level, end of

Hod) L. 52,506 35,942 37.949 18,129 37,949 21,194 26,105 20,495 37454

14 Federal Reserve Banks 17.289 6.848 8,620 4.767 8.620 7.01R 5.703 5979 8210
15  Tax and loan accounts 35217 29,094 29329 13,363 29,329 14.176 20,402 14,515 29,243

1. Since 1990, ofi-budget items have been the social security trust funds (federal old-age net gain or loss for U.S. currency valuation adjustment; net gain or loss lor IMF loan-
survivors insurance and federal disability insurance) and the U.S. Postal Service. valuation adjustment; and profit on sale of gold.

2. Includes special drawing rights (SDRs): reserve position on the US. quota in the SOURCE. U.S. Department of the Treasury, Monthiy Treasury Statement of Receipts and
International- Monetary Fund (IMF): loans to the IMF: other cash and monetary assets; Outlays of the US. Government, and U.S. Office of Management and Budget. Budget of the
accrued interest payable to the public: allocations of SDRs; deposit funds; miscellancous US. Government.

liabitity (including checks outstanding) and assel accounts: seigniorage; increment on gold;
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1.39 U.S. BUDGET RECEIPTS AND OUTLAYS'

Millions of dollars

Fiscal year Calendar year
Source or type 1994 1995 1995 1996
1994 1995
Hl H2 H1 H2 Nov. Dec. Jan.
RECEIPTS
L Allsources . ............... ..ol 1,257,453 1,350,576 652,234 625,557 710,542 656,400 90,008 138,271 142,922
2 Individual income taxes, net 543,055 590,457 275052 273,474 307.498 292,393 39,524 33,479 86,192
3 Withheld ... .. 459,699 499,898 225,387 240,062 251,398 256.918 39,945 50,597 55,351
4 Presidential Election C. S 70 69 63 10 58 9 | 0 1
5  Nonwithheld ..................... AN 160,047 175815 117,937 42,031 132,006 43,100 1.991 3,227 3159
6 Refunds 76,761 85,624 68,325 9,207 75,958 10,058 2414 646 319
Corporation income taxes
7 Gross receipts . . 154,205 174,422 80,536 78,392 92,132 88,302 3,056 38.954 6.381
8  Refunds 13,820 17,334 6,933 7.331 10,399 7,518 1,362 932 1,223
9 Social i .. 461475 484,474 248,301 220,141 261,837 224,269 38,199 37,762 42,197
10 Employment taxes and contributions- . .. .. .. 428,810 451,046 228,714 206,613 228,663 211,323 34919 37123 40,742
1t Self-employment. taxes and contributions® . 24,433 27,127 20,762 4,135 23,429 3,557 91 333 2,188
12 Unemployment insurance . ................ 28,004 28.878 17.301 11,177 18,001 10,702 2,940 223 1,081
13 Othernet receipts® ...................... 4,664 4,550 2,284 2.349 2,267 2,247 340 416 374
14 EXCiSe RAXES. . .o\ttt enannenee e 55,225 57,485 26,444 30,062 27452 30,014 5.154 4,870 4241
15 Customs deposits . 20,099 19,300 9.500 11,042 8.847 9,849 1,593 1,439 1,482
16 Estate and gift taxe: s 15,225 14,764 8,197 7,07 7424 7718 1,349 1,383 1,288
17 Miscellaneous receipts” .................... 21,988 27,306 1,170 13.305 15.749 11374 2,496 1.618 2364
OUTLAYS
I8 Alltypes . ... 1,460,553 1,514,428 710,620 752,151 760,824 752,505 128,458 132,984 123,647
19 National defense 281,563 272,179 133,844 141,885 135.930 132,954 21.234 25376 20.243
20 Imernational affai 17,083 16,448 5,800 11,889 4,726 6,994 Lel6 431 1,089
21 General science, space, and technology . 16,227 17,563 8,502 7,604 8,611 8.810 1.474 1,274 1.536
22 Energy. ... . 5219 5.146 2,237 2,923 2,358 2,203 489 —163 15
23 Natural resources and environment . Ce 21,064 23,328 10,111 11,911 10,273 12,633 2,245 174 1.869
24 Agricubture ... ..o 15,057 9,763 7.451 7.623 4,040 3,062 2,291 708 336
25 Commerce and housing credit ............... -5.122 - 18,740 —4.962 ~4,270 ~13,937° 4,412 —~1,465 ~45]) -2,014
26 Transportation.................... e 38,134 38,555 16,739 21.835 18,192 19934 3.284 317 3,094
27 G ity and regional development ........ 10,454 11,000 4,57t 6,283 4857 6,085 1,087 912 1,009
28 Education, training, employment, and
social services 46,307 52,706 19,262 27,450 25,738 24 820 4,185 3,623 5418
29 Health 106,836 114,760 53.195 54,147 58,759 57,013 10,189 8.567 8.665
30 Social see . 464,312 495,700 232,777 236.817 251,975 251387 41,947 43299 42,786
31 Income security 214,036 220,214 109,080 101,806 117.639 104,214 18,134 19,738 17,188
32 Veterans benefits and services ............... 37.642 37935 16,686 19,761 19,268 18,684 3.280 4,435 2,165
33 Administration of justice .. 15,238 16,255 7718 7,753 8,062 8,113 1,258 1,233 1,806
34 General government . 11,316 13,856 5,084 7,355 5,797 7.623 717 1,924 391
35 Net interest® ..., .......... 202,957 232,175 99,844 109.434 116,170 119,350 19,058 19.934 20,765
36 Undistributed offsetting receipts’ . ............ -37772 —44,455 —17,308 —20,066 =17,632 -26,994 ~2.565 ~2,683 -2,812
1. Functional details do not sum to total outlays for calendar year data because revisions 10 5. Deposits of eamings by Federal Reserve Banks and other miscellaneous receipts.
monthly totals have not been distributed among functions. Fiscal year total for outlays does 6. Includes interest reccived by trust funds.
not correspond to calendar year data because revisions from the Budget have not been fully 7. Rents and royalties for the outer continental shelf, U,S. government contributions for
distributed across months. employee retitement, and certain asset sales.
2, Old-age, disability, and hospital insurance, and railroad retirement accounts. SOURCE. U.S. Depaniment of the Treasury, Monthly Treasury Statement of Receipts and
3. Old-age, disability, and hospital insurance. Outlays of the US. Government; and U.S. Office of Management and Budget, Budger of the
4. Federal employee retirement contributions and civil service retirement and US. Government, Fiscal Year 1996,

disability fund.
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars, end of month

1993 1994 1995
ltem
Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31 June 30 Sept. 30 Dee. 31
1 Federal debt outstanding .......... P 4.562 4.602 4,673 4,721 4,827 4.891 4,978 5,001 5017
2 Public debt securities. ... ... ... i i 4,536 4576 4,646 4.693 4 800 4864 4951 4974 4989
3 Held by public. . . . . 3382 3434 3443 3480 3.543 3610 3.635 3653 n.a.
4 Heldbyagencies.....o....v i 1.154 1,142 1.203 1.213 1.257 1.255 L3147 1321 na.
S Agency securities. .. .. ... oo 27 26 28 29 27 27 27 27 28
6 Held by public. . . . . 27 26 27 29 27 26 27 27 na.
7 Heldbyagencies................ oL 0 0 0 0 0 0 0 0 n.a.
8 Debt subject to statutory limit. .............. ... ... 4,446 4,491 4,559 4,605 4,711 4,775 4.861 4.885 4,900
9 Public dcbll SCCURLIES. ..ot 4.445 4491 4.559 4.605 4711 4.774 4.861 4.885 4900
10 Otherdebt’. ... . 0 0 0 0 0 0 0 6 o
MEMO
11 Stawtory debt limit ... . e 4.900 4.900 4900 4.900 4.900 4.900 4.900 4.900 4.900
1. Consists of guaranteed debt of U.S. Treasury and other federal agencies. specitied SOURCES. U.S. Department of the Treasury. Monthiy Statement of the Public Debt of the
participation certificates. notes to international lending organizations, and District of Colum- United States and Treasury Bulletin.
bia stadium bonds.
141 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars. end of period
1995
Type and holder 1992 1993 1994 1995
Ql Q? Q3 Q4
| Total gross public debt ... ....... . ... ... ... 4,177.0 4,535.7 4.800.2 4.988.7 4.864.1 49514 4974.0 4.988.7
By nype
2 Imcrest-bearing . ... 41739 45323 4,769.2 4.964.4 4.860.5 49478 4.950.6 49644
3 Marketable . oL 2.754.1 2.989.5 3126.0 3.307.2 32273 32526 3.260.5 3.307.2
4 Bills .. 057.7 714.6 7338 760.7 756.5 748.3 7425 760.7
5 Notes 1.608.9 1.764.0 1.867.0 20103 1.938.2 1.974.7 1.980.3 20103
6 Bond . . . . 4725 4959 5103 5212 5177 514.7 5226 521.2
7 Nonmarketable' ... ... . . A 1.419.8 1.542.9 1.643.1 1.657.2 163322 1.695.2 1.690.2 1.657.2
8 State and local governm 1535 149.5 132.6 104.5 1229 121.2 113.4 104.5
9 Foreign issues” 37.4 43.5 425 4.8 418 414 41.0 408
10 Government 3.4 43.5 425 40.8 418 414 41.0 40.8
i1 Public....... 0 0 0 0 0 0 0 0
12 Savings bonds and note 155.0 169.4 177.8 181.9 178.8 1801 181.2 181.9
13 Governiment account series”. . PN 1.043.5 1.150.0 1,259.8 1.299.6 1,259.2 1,322.0 13243 1.299.6
14 Non-interest-heating ... ... e EN| 34 310 243 36 36 233 243
By holder®
15 U.S. Treasury and other federal agencies and trust funds. ... ... 1.047.8 1.153.5 1.257.1 1.254.7 1.316.6 1.3208
16 Federal Reserve Banks . . . 302.5 3342 37401 369.3 389.0 37400
|7 Private investors ..., 28399 3.047.7 3.168.0 32392 3,245.0 3.279.5
I8 Commercial bank: 2944 3222 290.6 3075 297.7 295.0
19 Moncy market fund 79.7 80.8 67.6 67.7 58.7 64.2
200 Insurance compani 197.5 2345 2428 2492 283.5 2550
21 Other companies 192.5 213.0 2265 na. 230.3 2277 2241 na.
22 State and local treasuric: 476.7 5089 440.8 402.7 375.8 3700
Individuals
23 Savings hm)q.\ ............................................. 157.3 171.9 180.5 181.4 182.6 183.5
24 Other securitics . . e 131.9 137.9 150.7 161.4 161.6 162.4
25 Forcign and international” . 5497 623.0 688.6 729.0 7841 847.8
26 Other miscellancous investors” 760.2 755.4 879.9 910.0 903.4 8775
. Includes (not shown separately) secusities issued to the Rurat Electrification Administra- 5. Consists of investments of foreign balances and international accounts in the United
tion, depository bonds, retirement plan bonds, and individual retirement bonds. States.
2. Nonmarketable series denominated in dollars, and series denominated in foreign cur- 6. Includes savings and loan associations. nonprotit institutions. credit unions. mutual
rency held by foreigners. savings banks. corporate pension trust funds. dealers and brokers. certain U.S. Treasury
3. Held aimost entirely by U.S. Treasury and other federal agencies and trust funds. deposit accounts, and tederally sponsored agencies.
4. Data for Federal Reserve Banks and U.S. government agencies and trust tunds are actual SOURCES. U.S. Treasury Depantment. data by type of security, Monthly Statement of the

holdings: data for other groups are Treasusy estimates. Public Debt of the United States: data by holder, Treasury Bulletin
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1.42  U.S. GOVERNMENT SECURITIES DEALERS Transactions'
Millions of dollars. daily averages
1995° 1995, week ending 1996, week ending
Ttem
Oct. Nov. Dec. Dec. 6 Pec. 13 Dec. 20 Dec. 27 Jan. 3 Jan. 10 Jan. 17 Jan. 24 Jan. 31
OUTRIGHT TRANSA(‘TIOst
By type of security
b US. Treasury bitls ... .. .. 45.200 57.014 54313 52.604 59422 63364 41,678 47.601 52,037 50.869 56.486 56.939
Coupon securitics, by maturity
2 Fiveyearsorless. ... 91.621 94461 84,303 98.063 93.082 94.515 57.488 62937 R0.614 100864 126,171 121,484
3. More than five years ... ..ol 49,845 50,029 43,615 63,752 45811 45429 22243 36.055 53920 54,687 59.142 58119
4 Federal ageney ... ..o 24,426 26,013 26.368 26,334 23,038 27.843 27.813 28.180 26,535 28,897 29,975 26477
5 Mortgage-backed ... oo 29,520 34.071 3.205 46,112 49,166 29.672 12.273 1R.185 53.361 46,897 ht 28,703
By type of connterparry
With intesdealer broker
6 US Treasury ................... 108,427 114,669 104,651 121,087 118.376 115336 68973 82,108 109.151 119,761 141,748 139.201
7 Federal agency .. .. 711 775 672 360 649 24 470 623 631 750 1,328 1.200
8 Mongage-backed . . 11.425 12428 12.863 16,360 19.343 12312 5.091 6.594 16,778 16,481 10,475 9.989
With other
9 US. Treasury ...l 78,238 86,835 77,580 93.332 79.940 87.972 52436 64485 77.421 86,659 100,050 97.341
10 Federat agency . .. . 23715 25238 25,696 25474 22389 27118 27.343 27,557 25904 28,147 28.647 25278
11 Morgage-backed . . 18,095 21.643 20,342 29.752 29.823 17.360 7182 11.591 36.584 30416 18.107 18.714
FUTURES TRANSACTIONS'
By type of defiverable security
12 US. Treasury bills ................ 017 164 603 903 907 390 345 294 459 297 405 678
Coupon securitics, by maturity
13 Five years or les 1,583 2,154 2,045 3.682 1.798 2,082 835 1715 1159 1.344 2,254 1.513
14 More than five yea 14.720 14.536 12,577 17.398 14,199 14,180 5.150 9722 15,565 14.384 14.646 14.583
15 Federal ageney ... ... 0 0 0 0 0 0 0 0 0 0 ] 0
16 Mortgage-backed 0 0 0 0 0 0 0 0 0 0 0 0
OPTIONS TRANSACTIONS?
By type of underlving security
17 U.S. Treasury bilt 0 0 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
18 Five years or less 2.1 1.055 1.098 9¥s 1,227 1.272 918 928 1.472 2793 2,046 1.688
19 More than live 4709 4,668 3808 5771 3475 4,366 2881 2.828 3.853 3.832 4,562 4.345
20 Federal agency .. 0 0 0 0 0 [t} 0 0 0 0 0 0
21 Mong 971 1.099 862 1,229 618 537 1161 954 989 919 821 685

L. Transactions are market purcha and safes of seeurities as reported 1o the Federal
Reserve Bank of New York by the U.S. government sceurities dealers on its published list of
primary dealers. Monthly averages are based on the number of trading days in the month.
Tramsactions are assumed evenly distributed among the trading days of the report week.
fmmediate, forward, and futures transactions are reported at principal value, which does not
nclude accrued inierest: options wansactions are reported at the face value of the underlying
securities.

Dealers report cumulative transactions for cach week ending Wednesday.

2. Outright transactions include immediate and forward ransactions. Immediate delivery
refers o purchases or sales of securities (other than morigage-backed federal agency securi-
tiesy for which delivery is scheduled in five business or less and “when-
securities that seutle on the issue date of olfering, Transactions for immediate (Ighvuy of montgage
backed agency sceurities include puschases and sales for which defivery is schedwled in thiny busiress
days or less, Stripped securities are reported at market value by maturity of coupon or corpus.

Forward ransactions are agreements made in the over-the-counter market that specify
delayed detivery. Forward contsacts for ULS, Treasury securities and federal agency debt
seeuritics are included when the time to delivery is more than five business days. Forward
contracts for mortgage-backed agency securities are included when the time o delivery is
more than thisty hl iness days.

3. Futures transactions are standardized agreements asranged on an exchange. All futures
transactions are incfuded regardiess of time to delivery.

4. Options transactions are purchases or sales of put and call options, whether arranged on
nized exchange or in the over-the-counter market, and taclude options on futures
S. Treasury and federal agency securities.
indicates that data are not published because ol insulficient activity.

n the report form filed by primary dealers induced a break in the dealer data
series as of the week ending July 6. 1994,
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1.43 US. GOVERNMENT SECURITIES DEALERS Positions and Financing'
Millions of dollars
1995 1995, week ending 1996, week ending
lItem
Oct. Nov. Dec Dec. 6 Dec. 13 Dec. 20 Dec. 27 Jan. 3 Jan. 10 Jan. 17 Jan. 24
Positions®
NET QUTRIGHT POSITIONS®
By type of security
| US Treasury bills ................... -64 11.391 16,960 20,027 28.476 13,812 10,313 7.601 14,302 14,043 6,551
Coupon securities, by maturity
2 ‘Fiveyearsorless.................. 14476 12423 21,659 25979 18.846 20.330 20,901 23.756 18,612 17,387 25,287
3 More than five yeal 15,124 -9.732 -11,698 | —10,167 ~10,082 | —13,002 | —-13.109 [ —12,069 | —11958 | —14,10! —15,848
4 Federal agency .. ... .. 24,009 21.768 22.446 20212 21.058 21.540 24,992 25.356 24,789 24,991 23,637
5 Mortgage-backed .......... ... .. ... 36.240 35.869 39,509 39,964 39.497 39.062 39516 39,621 37,124 37,785 40,213
NET FUTURES POSITIONS®
By 1ype of deliverable security
6 US. Treasury bills ........0.......... —3.462 =5.175 —2.484 —4,142 -1.899 -1973 -2.212 -2.393 ~3.001 -3.147 -2,505
Coupon securities, by maturity
7 Fiveyearsorless.................. -930 4,508 —-4,338 —3.263 —4.088 -5,242 —4,596 -4,351 -3,176 -3,158 —1,144
&  More than five years . —13,744 -17.358 —17.662 —19.,050 —18,305 -17.328 —17.830 — 14,745 ~10.127 - 13,600 —14,908
9 Federal agency ....... . 0 0 0 0 0 0 0 0 0 0 0
10 Mortgage-backed ........... ... 0. 0 4] 0 0 0 0 0 0 0 0 0
NET OPTIONS POSITIONS
By type of deliverable securiry
1T US. Treasury bills ............. ..., n.a. 0 0 0 0 0 0 0 0 0 0
Coupon sccutitics, by maturity
12 Fiveyearsorless.................. 3,044 479 —1,439 =1,120 -1,550 —1,158 =2,101 — 1,058 —1,443 — 147 =273
13 More than five yea —427 3.629 7.216 6,800 6.173 6.978 7,980 8.748 4.854 8,286 8,149
14 Federal agency ... .. . 0 0 0 0 0 0 0 0 0 0 0
15 Mortgage-backed ...... ... ... . ... 1,591 1,199 -~90 -9 —427 —-752 440 608 1,219 200 498
Financing®
Reverse repurchase agreements
16 Overnight and continuing . ............ 228244 249,011 240,460 235317 247.871 243,019 230,890 247477 248451 253,892 243,761
17 Term. ..o 420,502 404.181 389.626 398,590 409.436 382918 380,824 368,655 396.047 403,107 446,293
Secarities borrowed
18 Overnight and continuing ............. 162.865 152.800 154.078 153,410 152,319 149.905 154,473 164,769 175912 173.330 168,665
19 Term ..o 65,506 64.611 62.835 64,263 63,508 62,352 63,822 58,637 60,169 59.834 60,040
Securities received as pledge
20 Overnight and continuing .. ........... 2377 2.005 4,132 3.683 4,118 3,988 4,343 4712 5,002 2,461 2,286
20 Term ..o 43 56 69 89 88 2t 106 28 39 79 47
Repwrchase agreements
22 Overnight and continuing ............. 509,729 522,504 535,088 538,239 537,813 546,540 519,030 533,654 556,821 549,853 543,788
WTerm ..o 356.662" 370,772" 355.266 352,087 378,976 349,504 348.698 340,117 350104 366,579 405,734
Securities loaned
24 Overnight and continuing ............. 5715 6.001 5.543 5,726 5,607 5.175 5,402 6,051 6,155 5,524 5,678
25 Ferm ..o 2,710 2.794 1916 2572 2,610 1.560 1,265 1,479 1,657 1.534 1,564
Securities pledged
26 Overnight and comtining .. ... ... 30.091 28,087 34.010 29,342 33127 33274 38,743 35.559 35,999 34,854 33,846
27 Term .o 3,958 4577 5518 5.543 5639 5,508 5744 4,892 5,250 5301 5,488
Collateralized loans
28 Overnight and continuing 16,631 17,639 12,694 17,223 15,213 10,960 7.316 na n.a. n.a. na.
29 Term 2367 2.002 1.989 1.964 2010 na. fa. na n.a. n.a. n.a.
MEMO: Matched book®
Securities in
30 Overnight and continuing . ............ 232,058 244 861 240,188 234,682 240410 243757 232,213 255,769 258.116 271,371 253,080
3P Term .o 410,727 401,682 391.284 402,536 412.825 385,012 379,807 367,770 397.677 401,084 441,503
Securities ot
32 Overnight and continuing . o 21,797 313,847 311,008 310,366 317,969 315510 300,351 310,539 339,072 328,967 330,979
I3Term. ... 302,123 318.594 309.089 308,691 330,882 303.412 300,465 296.576 304,557 321,064 347,962

I. Data for positions and financing are obtained from reports submitted to the Federal

4. Futures positions reflect standardized agreements arranged on an exchange. Al futures

Reserve Bank of New York by the U.S. goverament securities dealers on its published list of
primary dealers. Weekly hgures are closc-ol-business Wednesday data. Positions for cajendar
days of the report week are assumed to be constant. Monthly averages are based on the
number of calendar days in the month.

2. Sccurities positions are reported at market value,

3. Net outright positions include immediate and forward positions. Net isnmediate posi-
tions include securities purchased or sold (other than mortgage-backed agency sccurities) that
have been delivered or are scheduled to be delivered in five business days or less and
“when-issued ™" securities that settle on the issue date of offering. Net immediate positions for
mortgage-backed agency sccurities include securities purchased or sold that have been
delivered or are scheduled (o be delivered in thirty business days or fess.

Forward positions reflect agreements made in the over-the-counter market that specily
delayed delivery. Forward contracts for U.S. Treasury securities and federal agency debt
securities are included when the time to delivery is more than five business days. Forward
contracts for morigage-backed agency securities are included when the time 1o delivery js
more than thirty business days.

positions are included regardiess of time to delivery.

5. Overnight financing refers to agreements 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 advance notice by
either party: term agreements have a fixed maturity of more than one business day. Financing
data are reported in terms of actual funds paid or received, including accrued interest.

6. Matched-book-data reflect financial intermediation activity in which the borrowing and
lending transactions are maiched. Matched-book data are included in the financing break-
downs given above. The reverse repurchase and repurchase numbers are not always equal
because of the “matching™ of securities of different values or d types of coll
tion.

NOTE. “n.a.” indicates that data are not published because of insufficient activity.

Major changes in the report form filed by primary dealers induced a break in the dealer data
series as of the week ending July 6. 1994.




1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Miilions of dollars. end of period

Federal Finance

A3

w

1995
Agency 1991 1992 1993 1994
July Ang. Sept. Ot Nov.
I Federal and federally sponsored agencies. . ................. .. 442,772 483,970 570,711 738,928 788.323 801.819 811,182 i 0.
2 Federal agencies. ... i 41,033 41.829 45,193 3Y.186 39403 39581 K030 38273 39.207
3 Defense Dcpdnmml 7 7 6 6 6 6 6 6
4 Expori-lmpon Bank™> 9.809 7.208 3455 2,652 2.652 2512 2512 2512
5 Federal Housing Administration 397 374 16 84 83 87 88 93
6 Government N.u:on.ll Mortgag
Pdl’lltlpdllon na. na. niL na, na. na. [IXIN na.
7 Postai Service” .. ... 8421 10,660 8073 8,615 8,615 7.265 7.265 7.265
8 Tennessee Valley Authority 22401 23.580 27.536 2R.046 28.225 28,160 28.366 29331
9 United Sunes Railway Association® n.a. na. na. i na. na. n.a. n.a.
10 Federally sponsored agencies’ 401.737 442,141 699,742 748.920 762238 772152 na. nar
11 Federal Home Loan Banks 107.543 114733 205817 223100 228.299 236,851 234,192 239,034
12 Federal Home Loan Morgage Corpor.mon 20631 93.279 111427 112341 111610 115.626 115,603
13 Federat National Mortgage Association ........... ... ... ... K 166300 257230 268458 275271 277.192 280.582 289,768
14 Farm Credit Banks® ... .. 52199 S1910 53175 54979 55.800 50.694
15 Swdent Loan Marketing A 38.319 39,650 30,335 32 51,323 51,672 RIR ‘)(lh 50,535
16  Financing Corporation’” . 8,170 8,170 2.170 8,170 8170 8470 8170 8,170
17 Farm Credit Financial Assistanc 1.261 1.261 1.261 1.261 1.261 1.261 1261 1.264
18 Resolution Funding Cnrpnmll(m 29,996 29,990 29996 29996 29,990 29996 29,996 29996 29996
MEMO
19 Federal Financing Bank debt™ ... ... . ... ............. 185,576 154,994 128,187 103.817 88.892 86.776 84.297 82,622 81,693
Lending 10 fedeval apd federally \pon\mwl agencies
20 Expori-lmport Bank® 9.803 7.202 5.309 344 2,646 2,640 2,506 2 i()(, 2,506
21 Postal Serviee®. ... .. 8.201 10,440 9,732 3073 8615 8,613 7.265 7265
22 Student Loan Marketing 4.820 4,790 4 7(vl> na. na na. n.a na.
23 Tennessee Valley Authority 10,725 6.975 3200 3.200 3.200 3,200
24 United States Railway Ass ni. na, na. na. na. na.
Other lmuhny”
25 Farmers Home Administration. . ............. .. ... oL 48.534 42979 3R.619 33,719 28419 27.384 20,845 26,210 REHN
26 Rural Electrification Administration . 18.562 18172 17.578 17,392 17.274 17.276 17.276 17.045 17141
27 Other. .o 84,931 64436 15.864 37984 28.738 27.655 27.205 26,396 HL566

1. Consists of morigages assumed by the Defense Department between 1957 and 1963

under family housing and homeowner:
- Includes participation certificates rec
'{ On-budger since Sept. 30, 1976,

nee programs.

assilied as debt beginning Oct. 1, 1976,

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

H. The Farm Credit Financial Assistance: Corporation, established in fanuary 1988 10
provide assistance to the Farm Credit System, undertook its first borrowing in July 1988,

4. Consists of debentures issued in payment of Federal Housing Administration insurance
claims, Once issued. these sceurities mary be sold privately on the securities market,

3. Certili bl participation issued belore fiscal year 1969 by the Goverament National
Mortgage Association acting as trustee for the Farmers Home Adminisiration, the Department
of Health. Education. and Welfare, the Department of Housing and Urban Development, the
Sinall Business Administration. and the Veterans Administration.

6. Off-budget.

7. Inchudes ourstanding noncontingent liabilities: notes, bonds, and debentures. Includes
Federal Agricultural Monigage Corporation: therefore details do not sum io total. Some data
are estimated.,

8. Excludes borrowing by the Farm Credit Financial Assistance Corporation, which is
shown on 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 shown on line 22.

12, The Resolution Funding Corporation, established by the Fianeial Instiiutions Reform,
Recovery, and Enforcement Act of 1989, undertook its first borrowing in October {989,

13 The FFB, which began operations in 1974, is authorized o punh.:w or sell obli
issued, sold, or guaranteed by other federat agencies. Because FFB incurs debi solely for the
purpose of lending 1o other agencies. its debt is not included in the main portion of the table to
avoid double counting.

14, Includes FFB purchases of agency assets and puaranteed loanst the latter are foans
uaranteed by numerous agencies, with the amounts Meed hy any one agency generaily
being small. The Farmers Home Administration entry consists exclusively of agency assets,
whereas the- Rural Electritication: Adminisiration entry consists of both ageney assets and
guarantecd loans,
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1.45 NEW SECURITY ISSUES Tax-Exempt State and Local Governments

Millions of dollars

1995 1996
Type of issuc or issuer, 1993 1994 1995
or use N -
June July Aug. Sept. Oct. Nov. Dec. Jan.
1 All issues, new and refunding' . ..................... 279,945 | 153,950 | 146,204 | 17,230 11,575 12,450 9,698 13,336 16,580 17,220 10,351
By type of issue
2 General obligatio 90,599 54,404 56,265 5755 3.529 4.519 3,635 6.252 6,084 5,680
3 Revenue ... 189.346 99.546 88.197 12,201 6.248 7.789 6,129 7322 10,496 11,540

By type of issuer

4 Sldu.7 .................. 27.999 19.186 14,762 1.329 645 647 1.510 1.825 1,491 951

5. Special district or statutory authority” <o 178.714 | 95896 | 92470 | 11382 7.399 7.491 5.821 7.831 10477 | 11,920

6 Municipality, county, or township .................... 73,232 38,868 37,230 5.245 1.733 4.200 2433 3918 4612 4,349

7 Issues for new capital ... 91,434 | 105972 | 102,823 | 13.083 8,740 6,685 | 6339 7828 | 11439 | 11,929 na.
By use of proceeds

8 Education . ..o 16.831 21.267 23.963 2.494 1.924 1180 1.929 1,725 3,250 2463

9 Im‘}ﬁl""'l““o" - e coe 9,167 10,836 12.596 3127 1.926 869 446 631 1,452 1,174

10 Utilities and cons 12014 10,192 11.125 1.235 485 1,504 563 1.794 756 1,741

11 Social }\'cllgre . 13.837 20.289 19.380 2.062 1.333 1421 1.228 1.587 2,253 1,604

12 Industrial aid ... 6.862 8,161 6.032 a1t 500 200 627 203 404 1,269

13 Other putposes 32723 | 35227 | 31339 | 4467 2216 1967 [ 2050 2114 3324 3.678
1. Par amounts of long-term issues based on date of sale, SOURCES.  Securities  Data  Company  beginning  January  1993;  Invesiment
2. Includes school districts. Dealer's Digest before then.

1.46 NEW SECURITY ISSUES U.S. Corporations

Millions of dollars

» 1995*
Type of issuc, Qﬂ\:nng, 1993 1994 1995
ot issuer
May June July Aug. Sept. Oct. Nov. Dec.
T ANssues' ..o 769,088 582.569 n.a. 55,145 57.054 36,437 50,052 56,980 53850 . 56,115 40,452
2 BONAST. . 646,634 497,414 n.a. 48,807 49,293 31,833 43,800 49,655 45,197 48,506 34,836
By type of offering
3 Public, dOMESHC -« oot 487,029 365,115 487.071 40.280 43.106 25,617 34,465 43,137 36.792 43,232 32,112
4 Private placement, domestic’ L. 121226 76,061 n.a. na, n.a. n.a, n.a. n.a. na. n.a. n.a.
3 Soldabroad. . ...l 38.379 56,238 79.384 8.528 6.186 6.216 9.335 6518 8.406 5.274 2,723
By industry group
6 Manubactaring .. ... o 88.160 43,423 42.439 2359 6,808 4.456 4.057 3.284 3.497 4,092 3,305
7 Comumer i . 58,559 40,652 37.001 6,085 4.528 1.403 2.480 2,607 3,532 4,178 3,099
& Transportation ... .. R . 10,816 6.867 5.727 100 657 10 133 908 187 225 1,240
9 Public utility .. 56.330 13.298 12.270 2,530 2,675 540 640 911 1.241 782 685
10 Communication .. B 31.950 13.340 18,158 1.767 1.745 1,520 1.240 2.829 2.389 3333 648
11 Real estate and financial ..o 400,820 379.834 371475 35.061 32880 23,904 35.249 39,118 34.352 35.897 25,858
12 S106RS" oot 122,454 85,155 n.a. 6338 7.761 4,604 6,252 7.353 8,646 7,768 5,502
By tspe of offcring
13 Public preferred, 18.897 12.527 11,048 1,548 742 768 1,261 1,035 836 2.210 890
14 Common ...... BN 82,657 47.828 57,228 4,702 7.019 3836 4991 6,318 7.810 5,558 4,612
15 Private placement” ..o 20,900 24,800 n.a. na. n.a. n.a. n.a. n.a. n.a. n.a.
By indnstry group
16 Manufactaring ... oo 22271 17.798 2.370 2.345 1.306 2,254 2,389 1.801 2,200 678
17 Commertcial and m e 25.761 15.713 n.a. 1.134 2749 1969 1.533 2791 4.628 2,969 2,631
18 Transportation . .. 2.237 2.203 101 0 0 87 32 39 97 148
19 Public utility 7.050 2214 185 29 133 91 190 60 336 322
20 Communication . . 1439 494 ] Q0 64 0 47 0 0 0
21 Real estate and fnancia 61.004 46,733 2.536 2458 1132 2.287 1,905 2118 2.166 1,724
1. Figures represent gross proceeds of issues maturing in more than one year: they are the 2. Monthly data cover only public ofterings.
principal amount or number of units calcutated by multiplying by the uﬂ't,nn" price. Figures 3. Monthly data are not available.
exclude secondary offerings, employee stock pl.mx investment companies other than closed- SOURCES. Beginning July 1993, Securities Data Company and the Board of Governors of
end, intracorporate transactions, cyuities sold abroad. and Yankee bonds. Stock dawa include the Federal Reserve System.

ownership securitics issued by limited partnerships.



1.47 OPEN-END INVESTMENT COMPANIES

Millions of dollars

Securities Market and Corporate Finance A35

Net Sales and Assets'

1995
ftem 1993 1994
May June July Aug. Sept. Oct. Nov. Dec.
| Sales of own shares” ........................ 851,885 841,286 70,798 74,749 76,081 72,113 68,694 72,730 70,499 99,059
2 Redemptions of own shares ................... 567.881 699,823 57,033 61,932 56.344 57.610 54,473 56.174 52,727 67.885
3 Netsales'. ... ... ... ... i 284,004 141,463 13.765 12817 19.736 14.503 14,224 16.556 17,772 31.173
4OASSetst e 1,510,209 | 1,550,490 | 1,769,287 | 1,808,753 | 1,880,754 | 1,908,525 | 1962817 | 1,963,496 | 2,032,958 | 2,070.527
5 Cash® 100,209 121,296 128,375 122,461 126.340 127,173 127.446 133,653 141,489 142,852
SOther ...l 1,409.838 1,429,195 1,640,913 1,686,292 1.754.415 1,781,352 1835371 1,829,843 1,891,470 1.927.675

t. Data on sales and redemptions c¢xclude money market mutual funds but include
{imited-maturity municipal bond funds. Data on asset positions exclude both money market
mutual funds and limited-maturity municipal bond funds.

2. Includes reinvestment of net income dividends. Excludes reinvestment of capital gains
distributions and share issue of conversions from one fund to another in the same group.

3. Excludes sales and redemptions resulting from transfers of shares into or out of money
market mutua funds within the same fund family.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data at seasonally adjusted annual rates

4. Market value at end of period, Jess current liabilities,

5. Inctudes all U.S. Treasury securities and other short-term debt securities.

SOURCE. Investment Company Institute. Data based on reports of membership, which
comprises substantially all open—end investment companies registered with the Securities and
Exchange Commission. Data reflect underwritings of newly formed companies afier their
initiat offering of securities.

1994 1995
Account 1993 1994 1995

Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4

1 Profits with inventory valuation and
capital consumption adjustment 464.5 520.5 na. 455.9 531.5 549.8 568.9 559.6 561.1 6149 na,

2 Profits before taxes. ............... 464.3 528.2 n.a. 4717 5232 547.5 5704 594.1 5884 609.6 na.
3 Profits-tax liability 163.8 1953 n.a. 171.4 192.8 2034 2135 2173 2142 2245 n.a.
4 Profits after taxes . 300.5 3329 na. 300.3 3304 3448 356.8 3768 3741 385.1 n.a.
5 Dividends. ... .. .. 197.3 2H.0 2274 2044 208.8 2125 218.5 2217 224.6 2285 2347
6 Undistributed profits . .................... ... ... 103.3 121.9 na. 95.9 121.7 1316 1383 155.1 149.6 156.6 a.a.
7 Inventory valuation —6.6 ~13.3 -27.6 -39 -938 - 6.5 =519 —42.3 -9.3 ~68
8 Capital consumption adjus 6.7 1.6 159 -8 18.1 188 17.4 15.0 14.6 16.5

SOURCE. U.S. Department of Commerce, Survey of Current Business.
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.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities'
Billions of dollars, end of period: not scasonally adjusted
1994 1995
Account 1992 1993 1994
Q! Q2 Q3 Q4 Qi Q2 Q3
ASSETS
1 Accounts receivable, grus.\z 491.8 482.8 551.0 494.5 S511.3 524.0 S51.0 568.5 586.9 5947
2 Coasumer........... 118.3 1165 134.8 120.1 124.3 1303 1348 135.8 141.7 146.2
3 Business. 301.3 2946 337.6 3ma 313.2 7.2 3376 3519 361.8 3624
4 Reabestate ... o 722 717 78.5 72.1 738 76.6 78.5 80.8 834 86.1
5 LESS: Reserves for uncarned income PN 532 0.7 550 51.2 519 Sk 550 589 621 61.2
6 Reserves for fosses. ... 16.2 1.2 i24 1.6 121 121 124 129 137 13.8
7 Accounts receivable.net, ... oo 4224 4209 4835 431.7 447.3 460.9 4835 496.7 Sibt 5197
S Allother. ... 1425 170.9 183.4 1712 174.6 177.2 1834 194.6 198.1 198.1
9 Totabassets . ............... ... ... i 564.9 591.8 666.9 602.9 621.9 638.1 666.9 691.4 709.2 717.8
LIABILITIES AND CAPITAL
10 Bank loans. .. .. .. . e 376 25.7 212 242 233 21.6 212 210 20S 21.8
I Commercial paper. .. ... o 156.4 159.2 184.6 165.9 1712 1710 184.6 1813 181.3 178.0
Debr
12 Owed 10 parent 395 427 510 41.1 447 50.0 510 52.5 57.8 59.0
13 Not elsewhere © 196.3 206.0 235.0 20017 219.6 2282 2350 254.4 2644 27204
14 All other Habilit; 68.0 87.1 99.5 90.5 89.9 95.0 99.5 H2.5 1021 1017
1S Capital, surplus, and undivided profits. . .......... ..., 67.1 714 75.7 69.5 73.2 723 757 79.7 825 84.4
16 Total liabilities and capital ... ..................... 564.9 591.8 666.9 602,9 6219 638.1 666.9 691.4 709.2 71
1. Includes finance company subsidiaries of bank holding companics but not of retailers 2. Before deduction for unearned income and losscs.
and banks. Data are amounts-carried on the balance sheets of finance companies: securitized
poals are not shown, as they are not on the books.
1.52 DOMESTIC FINANCE COMPANIES Consumer, Real Estate, and Business Credit'
Millions of dollars, amounts outstanding, end of period
1995
Type of credit 1993 1994 1995
July Aug. Sept. Oct. Nov. Dec
Scasonally adjusted
Plhotal ..o 545,533 614,784 686,645 661,656 671,807 675,247 682,627 687,187 686,645
2 Consumer 160,349 176,198 195895 189,898 191,806 193,555 164,620 197.303 195.895
3 Real estate” . . . . 71.965 78.770 86,944 84 886 85,756 86.121 87.266 87.699 86,944
B OBUSIICSS . 313219 359816 403.805 386.872 394,245 395.571 400,741 402185 403805
Not scasonally adjusted
STotal. ..o 550,751 620,975 693,739 658,140 665,535 672,653 681,965 687,944 693,739
6 CONSUMEr. . ... ..o 162,770 178.999 199088 187.803 190.830 193,615 194931 198.072 199.088
7 Motor v s 56,057 61,609 69,650 65861 682714 GR.857 70,816 68.167 69,650
8 Other consumer” .. .. . 60,396 73.221 80,732 76.302 77.251 77.345 77.865 78,920 80,732
9 Securitized motor vehicles™, 36,024 31.897 33633 32.381 31.551 31,693 30.096 34,394 33.633
1) Securitized other consumer? . 10,293 12,272 15,073 13,259 13.757 15,720 16.154 16.585 15073
11 Real estate™ 71.727 78479 86,606 84,987 86,107 86,128 87471 87.672 86.606
12 Bus 316,254 363,497 408.045 385350 388,598 392910 399.563 402.200 408,045
13 95,173 118,197 133.242 124,005 124,444 125,053 129.216 129.708 133,242
14 Retail® ... .. 18.09¢ 21514 25157 22953 23.883 5.006 25.752 24,564 25.157
15 Wholesale” 31,148 35037 36,402 32.147 31.392 29313 32209 33519 36.402
16 Leasing. .. 45,934 61,630 71,683 68.905 69.169 70.734 71.255 71.625 71,683
17 Equipment 145452 157953 176.745 170,253 170.825 171239 172,657 173,183 176.745
IR Retail .. 35513 39.680 46.420 42.541 43.121 42823 43.697 44,194 46.420
v ! 8.001 9.678 10,254 (2.1 12.278 12.210 11.581 10.889 10.254
20 101,938 108.595 120.071 115.601 115426 116,206 117379 18,100 120,071
21 53997 61,495 65.363 63.869 64,941 66,111 66,238 66.678 65,363
22 21,632 25.852 32,695 27.223 28.388 30.507 31.452 32.631 32.695
23 2.869 4494 4723 4.784 4.587 4818 4.586 4974 4723
p2) . . . 10,584 14.826 21,327 16,469 17.986 19.773 20,390 21.208 21.327
25 Leasing .. ... 81479 6.532 6.645 5970 5815 5916 6.476 6.449 6,645

1. Includes finance company subsidiarics of bank holding companics but not of retailers
and banks. Data are before deductions for unearned income and losses. Data in this table also
appear in the Board's G20 (422) monthly statisticat release. For ordering address, see inside
front cover.

2. fncludes all loans secured by licns on any type of real estate. for-example. first and junior
mortgages and home equity loans.

3. Includes personal cash loans. mobile home loans, and loans to purchase other types of
consumer goods such as appliances, apparel, general merchandise. and recrcation vehicles.

4. Outstanding balances of pools upon which securities have been issucd: these balances
arc no longer carried on the balance shects of the loan originator.

5. Passenger car fleets and commercial land vehicles for which licenses are required.

6. Credit arising tfrom transactions between manufacturers and dealers, that is, floor plan
tinancing.

7. Includes loans on commercial accounts receivable. factored commercial accounts, and
reccivable dealer capital: small loans used primarily for business or farm purposes; and
wholesale and lease paper for mobile homes, campers, and travel traiters.



.53 MORTGAGE MARKETS Mortgages on New Homes

Millions of dollars except as noted

Real Estate A37

1995 1996
Item 1993 1994
Juty Aug. Sept. Oct. Nov. Dec. Jan.
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Terms'
| Purchasc price (thousands of dollars). ............ .... 163.1 170.4 169.4 170.4 174.8 174.3 178.6 181.7 179.2
2 Amount of toan (thousands of dollars). 123.0 130.8 134.5 130.4 130.6 131.8 133.0 136.4 1409 135.8
3 Loan-to-price ratio (percent). ... ... 780 78.8 78.6 789 78.9 78.1 778 789 79.1 77.3
4 Maturity (years). . 5 e 26.1 275 277 26.6 273 280 26.6 277 27.6 279
5 Fees and charges (percem ‘of loan amount)? ... .. 1.30 1.29 1.21 1.18 1.12 1.20 .11 1.22 1.2 1.07
Yield (percent per year)
6 Contract rate . . 7.03 7.26 7.65 7.58 7.56 7.50 7.39 7.27 7.20 7145
7 Effective rate’ 7.24 747 7.85 7.78 7.75 7.69 7.58 7.46 7.40 7.32
8 Contract rate (HUD series)* ........................ 7.37 8.58 8.05 798 791 778 762 746 7.30 7.23
SECONDARY MARKETS
Yield (percent per year)
9 FHA mortgages (Section 203)° 7.46 8.68 8.18 8.09 8.03 8.03 7.61 751 1.52 7.11
10 GNMA securities® . ... .oovoerie e 6.65 7.96 7.57 727 7.49 7.26 7.46 7.01 6.82 6.71
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
T Total. oo 190,861 253,541 235,882 238,850 241378 246,234 249928 253,511 255,619
£2 FHA/VA insured 23,857 28,762" 28,655" 24,787" 28,726 28.765" 28.901° 28,762 28,622
13 Conventional ................ i 167,004 |94 499 224,749 207,227 210063 212,652 217,469 221,027 224,749 226,997
14 Morngage transactions purchased (during period) ... .... 92,037 62,389 56,598 5,657 5,688 5,002 7.443 6.148 6,243 4.810
Mortgage commitments (during period)
1S ASSUEA” . .. 92,537 54,038 56,092 4512 6,284 6,019 6,732 6.038 4,765 5.750
T R 5.097 1,820 360 26 53 9 0 10 0 3
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage
17 Total . 55,012 72693 107,424 88.874 91.544 94,989 99,758 102,997 107,424 111,143
18 FHA/VA . 321 276 267 250 246 281 276 27 267 270
19 COnVCnllondl .................................. 54,691 72,416 107,157 88,624 91,298 94,708 99,482 102,726 107,157 110.873
Mortgage transactions (during period)
20 Purc 229.242 124,697 98,470 7316 9,594 11,458 11,092 9,989 13,108 13,357
21 Sales. 208,723 "7.110 85,877 6,074 8,161 10,239 9.856 9011 11,712 11,624
22 Mortgage commitments contracted (during period)’ . .. .. 274,599 136,067 118,659 8.106 10.578 12469 10,388 11,339 14,609 12,765

J. Weighted averages based on sample surveys of mortgages originated by major institu-
tional lender groups for purchase of newly built homes; 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 foan.

3. Average effective interest rate on loans closed for purchase of newly built homes,
assuming prepayment at the end of ten years.

4. Average contract rate on new ¢ for conv al first mortgages: from U.S.
Department of Housing and Urban Devefopment (HUD). Based on transactions on the first
day of the subsequent month.

5. Average gross yield on thirty-year. minimum-downpayment first mortgages insured
by the Federat Housmb Administration (FHA) for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month.

6. Average net yiclds 10 ‘investors on fully modified pass-through securities backed by
mortgages and guaranteed by the Government National Mortgage Association (GNMA),
assuming prepayment in iwelve years on pools of thirty-year montgages insured by the
Federal Housing Administration or guaranteed by the Department of Veterans Affairs.

7. Does not include standby commitments issued, but includes standby commitments
converted.

8. Includes participation loans as well as whole loans.

9. Includes conventional and government-underwritten loans. The Federal Home Loan
Mortgage Corporation’s mortgage commitments and mortgage transactions include activity
under mortgage securities swap programs, whereas the corsesponding data for FNMA
exclude swap activity.
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1.54° MORTGAGE DEBT OUTSTANDING'

Millions of dollars, end of period

1994 1995
Type of holder and property 1991 1992 1993
Q3 Q4 Ql Q2 Q¥
T Allholders. ... ... i 3,962,607 4,094,067 4,268,983 4,419,367 4,475,242 4,517,245 4,585,646 4,654,573
By type of property
2 One- to four-family residences ............................... 2.849,780 | 3.037.408 | 3.227.633 | 3375955 | 3432165 | 3.466,120 | 3,524.669 | 3,583,881
3 Multifamily residences. .. ... 284,412 274,234 270,796 275,956 275,304 276,445 280,602 283.767
4 Commercial ......... . 749,110 701,687 689,360 684,831 684,803 691,276 696,526 702.506
SFamm .. 79,305 80.738 81,194 82,625 82971 83.404 83.850 84.419
By type of holder
6 Major financial institgtions ............. ... 1,846,726 1,769,187 1,767,835 1,786,074 1.815.810 1,841.815 1,868,175 1.895,299
7 Commercial banks® ... 876,100 894,513 940,444 981,365 1,004,280 1.024.854 1,053,048 1.072,791
8 One- to four-famity . 483,623 507,780 556.538 592,021 611,697 625378 648,705 663,307
9 Multifamily........ 36,935 38.024 38,635 38,004 38916 39,746 40,593 42,537
i0 Commercial . 337,095 328.826 324,409 328,931 330100 336,795 340,176 343.123
il Fam ....... 18.447 19,882 20,862 22,408 22.567 22,936 23,575 23,823
{2 Savings institutions”. 705,367 627972 598,330 587,545 596.199 601,777 599,745 604,616
13 One- to four-family . 538,358 486,622 469,959 466,704 477499 483,625 482,005 488.707
14 Multifamily. . . ... 79.881 69,791 67,362 65,532 64,400 63,778 64,404 63,437
15 Commercial . 86,741 68,235 60,704 55,017 54,011 54,085 53,054 52,182
16 Farm .............. 388 324 305 291 289 288 282 291
17 Life insurance companies . 265,258 246,702 229.061 217.165 215332 215,184 215.382 217,892
18 One- to four-family .. 11,547 11441 9.458 7.984 7.910 7.892 7911 8.006
19 Multifamily........ 29,562 27,770 25814 24.534 24.306 24250 24310 24,601
20 Commercial . 214,105 198,269 184,305 175.168 173.539 173,142 173,565 175,643
21 Famm .o 10,044 9,222 9,484 9,479 9.577 9,900 9,596 9.643
22 Federal and related agencies . ....... ... ... ..o 266,146 286,263 328,598 329,304 323.491 319,770 315,208 314,358
23 Government National Morigage Association 19 30 22 12 6 15 7 2
24 One- to four-family 19 30 15 12 6 15 7 2
25 Multifamily. ....... 0 0 7 0 0 0 0 0
26  Farmers Home Administration 41713 41,695 41,386 41,587 41,781 41,857 41917 41,858
27 One- to four-family . 18,496 16,912 15,303 14,084 13.826 13,507 13.217 12914
28 Multifamily. . 10,141 10.575 10,940 11,243 11.319 10418 11512 11.557
29 Commercial . 4,905 5,158 5,406 5,608 5,670 5.807 5,949 6.096
30 Farm ...l 8171 9,050 9,739 10,652 10,966 11,124 11,239 11,291
31 Federal Housing and Veterans' Administratiol 10,733 12,581 12,215 10.533 10,964 10,890 10,098 9.535
32 One- to four-family .................. 4,036 5,153 5,364 4321 4,753 4,715 4,438 4918
33 Muitifamily. .. .......... 6.697 7.428 6.851 6,212 6,21t 6,175 5.260 4617
34 Resolution Trust Corporation 45.822 32,045 17.284 15,403 10.428 9.342 6.456 4.889
35 One- 10 four-family . 14.535 12,960 7.203 6.998 5.200 4.755 2,870 2,299
36 Multifamily. .. ... 15,018 9,621 5327 4,569 2.859 2,494 1.940 1.420
37 Commercial . 16,269 9.464 4,754 3.836 2,369 2.092 1,645 1170
38 Farm .......... ... 0 0 Q0 0 0 0 0 0
39 Federal Deposit Insurance Corporation 0 0 14,112 9,169 7.821 6.730 6,039 5.015
40 One- to four-family ............. 0 0 2,367 1,241 1.049 840 731 618
41 Muitifamily. ... .. 0 0 1,426 2,090 1,595 1.310 1,435 722
42 Commercial . 0 ] 10,319 5.838 5177 4.580 4.173 3.674
43 Farm ................ ..., 0 0 0 0 0 0 0 0
44 Federal National Mortgage Association . 112,283 137,584 166,642 177,200 178.059 177,615 178.462 182,229
45 One- to four-family ............... 100,387 124,016 151,310 161,255 162,160 161,780 162,674 166,393
46 Multifamily. . .. .. 11.896 13,568 15,332 15.945 15.899 15,835 15,788 15,836
47  Federal Land Banks . 28,767 28,664 28,460 28,538 28,555 28,065 28.005 28,151
48 One- to four-family . 1,693 1,687 1,675 1,679 1,671 1,651 1,648 1,656
49 Farm . ... e 27.074 26977 26,785 26,859 26.885 26414 26.357 26.495
50  Federal Home Loan Mortgage Carporation . 26,809 33,665 48,476 46.863 45876 45,256 44,224 42,678
51 One- to four-family .................. .. 24,125 31,032 45,929 44,208 43,046 42,122 40,963 39.244
52 Multifamily. ... ... 2.684 2,633 2,547 2,655 2.830 3.134 3.261 3,434
53 Mortgage pools or trusis® 1,258,155 1,434,264 1,563,453 1,693,908 1.716.209 1,731.272 1.759.314 1,797,162
54 Government National Mongage Association 425,295 419.516 414,066 444976 450934 454,401 457,101 463,654
55 One- to four-family . 415,767 410,675 404,864 435511 441,198 444,632 446,855 453,114
56 Muhifamily. ... 9.528 8.841 9,202 9.465 9.736 9,769 10,246 10.540
57  Federa) Home Loan Mortgage Corporation . 359.163 407514 446,029 482,987 486.480 488.723 496,139 503,457
58 One- to four-family : 351,906 401,525 441,494 479,539 483,354 485,643 493,105 500,504
59 Multifamily. .. ........ 7.257 5,989 4,535 3,448 3.126 3,080 3,034 2953
60  Federa! Nationai Mortigage As 371,984 444,979 495,525 523512 530.343 533262 543,669 559,585
61 One- to four-family . ... 362,667 435979 486,804 514,375 520.763 523903 533,001 548,400
62 Multifamily........... 9.317 9,000 8.721 9.137 9.580 9.359 10,578 11,185
63 Farmers Home Administration®. 47 38 28 20 19 14 13 12
64 One- to four-family ........ B 8 5 4 3 2 2 2
65 Multifamify. .. ..... 0 0 0 0 0 0 0 0
66 Commercial . 19 17 13 9 9 7 6 5
67 Farm ............. 17 13 10 7 7 5 5 S
68  Private mortgage condu 101,665 162,217 207,806 242413 248,433 254,871 262,393 270.454
69 One- to four-family . 91.489 140,718 173,635 193,787 196.733 201,314 205.018 209713
70 Multifamily. . . ... 3.698 6,305 8.701 13,891 14.925 15.743 17,281 18,903
71 Commercial . 6479 15.194 25469 34,735 36,774 37814 40.094 41,838
72 Farm ..o 0 0 (i} 0 0 0 0 0
73 Individuals and others® ©.... .. ... ... . i 591.580 604.353 609,097 610,080 619,732 624,388 642949 647,754
74 One- to four-family . 431.122 447 871 455.709 452232 461.297 464,346 481.028 484,084
75 Mulifamily. ....... 61,798 64,688 65.397 69.230 69,602 70,352 71.261 72,024
76  Commercial 83.496 76,524 73.982 75.689 76,153 76.955 77.864 78,774
TT 0 O Farm e 15,164 15.270 14,009 12,929 12.681 12,736 12,796 12.871
1. Multifamily debs refers to loans on structures of five or more units. 6. Other holders inciude mortgage ¢ real estate i trusts, state and local

2. Includes loans held by nondeposit trust companies but not loans held by bank

departments.
3. Includes savings banks and savings and loan associations.

4. FmHA-guarantecd securities sold to the Federal Financing Bank were reailocated from
FmHA mortgage pools to FmHA mortgage holdings in 1986:Q4 because of accounting

changes by the Farmers Home Administration.

trust

Line 69 from Inside Mortgage Securities.

5. OQutstanding principal balances of mortgage-backed sccurities insured or guaranteed by

the agency indicated.

credit agencies, state and local retirement funds. noninsured pension funds, credit unions, and
finance companies.

SOURCE. Based on data from various institutional and government sources. Separation of
nonfarm mortgage debt by type of property, if not reported direcily, and interpolations and
extrapolations, when required for some quarters, are estimated in part by the Federal Reserve.



1.55 CONSUMER INSTALLMENT CREDIT'

Miltions of dolfars. amounts outstanding. end of period

Consumer Installment Credit

A39

1995
Holder and type of credit 1993 1994 1995
July Aug. Sept. Oct. Nov. Dec
Scasonally adjusted
PTotal ..o 790,351 902,853 1,022,925 979.375 989.695 993,843 1,005,178 1,015,031° 1,022,925
2 Automobile ... 280,566 317.237 353,105 337127 339.770 341,155 344,671 349,080 353.105
3 Revolying 286.588 334511 394.752 375272 379,669 382.094 387180 390,140 394752
F0ther . ... 223.197 251,106 275067 266976 270.255 270.595 273326 275811 275.067
Not seasonally adjusted
STotal........... ... . i 809,440 925,000 1,048,713 971,965 990,428 996,525 1,005,423 1,018,963" 1,048,715
By major holder
6 Commercial banks. ................... .. 367.566 427.851 164,993 441,165 451,784 449,502 451.232 453,690 464,993
7 Finance companies . 116,453 134.830 150,382 142,163 145,522 146.202 148,681 147,093 150,382
8 Credil unions . . 101.634 119.594 133,428 126.500 128,424 129,027 130,261 130972 133,128
9 Savings instituti 37,855 38,468 38,500 38.907 38.634 38.894 38.500 38,500 38,500
10 Nonlinancial bus 55,296 60,957 57497 56.360 55723 54177 54.607 53.139 57,497
11 Pools of securitized assets™. ............ .. 130,636 143.300 204,215 166,870 170,341 178,723 182,142 195.569" 204,215
By major type of credit®
12 Automobile ... ool 281458 318213 354,174 336,154 341,716 344.401 347.513 350,966 354174
13 Commercial banl 122,000 141851 151.057 146.149 148.549 148,901 150,782 149,905 151,057
14 Finance compan 56.057 61.609 69.650 65861 68,271 68,857 70816 68,167 69,650
15 Pools ol securitized assets™ . ... ... 39481 34918 43.660 37071 36,681 37.476 36,453 43,2407 43,666
16 Revolving 301,837 352.266 415.679 370,520 377.784 380,341 384.625 392,706 415,679
17 Commercial banks 149,920 180,183 198.076 184.245 180,163 185,572 186.463 189,405 198.076
18 Nonfinancial busines: 50125 5534 51,971 50,520 48.976 48.968 49.358 47.839 51971
19 Pools of securitized assets™ . ... ... 79878 94.376 142,722 114338 117,729 123,749 126,739 132,978 142,722
226,145 254.521 278.862 264.734 269.467 271,845 273285 275291 278,862
95.646 5817 FI5.860 110,771 114,072 115,029. 113,987 114,380 115.860
2 Finance compan 600,396 73221 80.732 76.302 77.251 77.345 77.865 78.926 80,732
23 Nonlinancial bus 5471 5.616 5.526 5.243 5.286 5271 5,249 5,300 5.526
24 Pools of securitized assets™ ... 11.277 14.006 17,827 15461 15931 17.49% 18950 19.351 17.827
1. The Board’s series on amounts of credit covers most short- and intermediate-term credit 3. Includes retailers and gasoline companies.
extended to individuals that is scheduled to be repaid (or has the option of repayment) in two 4. Owstanding batances of pools upon which sccurities have been issued: these balances
or more instaliments. Daia i this table also appear in the Board's G.19 (4213 monthly are no longer carried on the balance sheets of the foan originator.
statistical release. For ordering address, see nside front cover. 5. Totals include estimates for certain holders for which only consumer credit totals are
2. Comprises mobile home Joans and all other installment loans that are not included in available.
automobile or revolving credit. such as loans for education, boats, trailers, or vacations. These
loans may be secured or unsecured.
1.56 TERMS OF CONSUMER INSTALLMENT CREDIT!
Percent per year except as noted
1995
ftem 1993 1994 1995
June July Aug. Sept. Oct. Nov. Dec
INTEREST RATES
Commercial banks®
1 48-monthmew car ... L 8.09 8.12 9.57 na. n.a. 9.44 na. na. 9.36 na.
2 23-momh personal ..ol 13.47 13.19 13.94 na. n.a. 13.84 na. n.a. 13.80 na.
Credit card plan
3 Al accounts .. 15.69 16.02 na. n.a. 1598 na. na. 15.81 na.
4 Accounts na. 15.77 15.79 na. n.a. 15.94 n.a. n.a. 1571 na.
Anto finance companies
5 New car 948 9.79 1119 11.08 1101 10.85 10.75 10.89 10.84 10.52
6 Used car 12.79 1349 14.48 14.63 14.35 1423 1412 14.06 13.98 13.83
OTHER TERMS’
Manwrity tmonths)
7 545 540 5400 539 5401 335 534 54.6 54.5 536
3 48.8 50.2 522 523 524 523 523 523 522 518
Louan-to-value ratio
O New Caf ... 91 92 92 92 92 92 92 92 92 92
10 Usedcar. ... 98 99 99 99 100 99 100 99 99 99
Amonnt financed (dollars)
11 New car 14,332 15.375 16,210 16,083 16,086 16.056 16,402 16,430 16.583 17,034
12 Used car 9.875 10.709 11,590 11,518 11.637 11.662 11725 11,883 12,012 12,152

1. The Board’s series on amounts of credit covers most short- and intermediate-term credit

extended to individuals that i

heduled to be repaid (or has the option of repayment) in two

or more installments. Data in this table also appear in the Board’s G119 (421 monthly
statistical refease. For ordering address, see nside front cover,

2. Data are available for only the second month of cach quater.
3. At auto finance companies.



A40 Domestic Financial Statistics &3 April 1996

1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'

Billions of dollars; quarterly data at seasonally adjusted annual rates

1994 1995
Transaction category or sector 1990 1991 1992 1993 1994
Ql [ Q2 ] Q3 J Q4 Ql I Q l Q3
Nonfinancial sectors
i Total net borrowing by domestic nonfinancial sectors. ...| 669.4 480.6 545.3 625.9 617.0 6525 | 5812 580.0 831.0 877.5 513.1
By sector and instrument
2 US OVErIMENT . . .. ovvvei it iiie e 246.9 278.2 304.0 256.1 155.9 206.4 131.3 135.6 266.8 202.8 65.8
3 Treasury securities. ............. 238.7 2920 303.8 2483 155.7 207.7 126.6 1328 268.0 201.2 654
4 Budget agency issues and mortgages ... ... 82 —13.8 2 78 2 ~13 47 29 -12 1.6 4
SPrivate ... 4225 202.4 2413 369.8 461.1 446.1 449.9 4443 564.2 674.8 4473
By instrument
6 Municipal securities. .. .......... ... il 49.3 87.8 30.5 748 | -293 157 ] -207 | —-584 ~533 | —-106 | —115.8
7  Corporate bonds .. .. 47.1 78.8 67.6 75.2 233 34.2 374 154 55.3 99.0 60.7
8 Mongages......... 2324 158.4 1309 1572 196.5 174.2 1942 203.9 219.6 238.8 2519
9 Home mortgages . .. .. 226.3 173.6 187.6 187.9 2045 203.3 186.2 208.8 192.5 204.2 2153
0 Multifamily residential. 1.5 =55 { —104 -6.0 13 -3 4.0 5.6 29 15.0 11.9
11 Commercial . . 6.1 -100 | —478 | =250 | —11.1 -294 1.1 -12.7 225 17.8 224
12 ~-1.6 4 1.4 .5 18 6 29 22 1.7 1.8 23
13 15.6 -14.8 73 589 12i.2 65.0 129.8 124.8 93.8 158.1 109.6
14 Bank loans nec. 4 =409 | —-13.7 38 727 57.7 58.7 97.1 143.5 94.4 99.4
15 Commercial paper. ..... .. 9.7 -18.4 8.6 10.0 214 26.1 9.7 26.4 234 375 16.0
16 Other loans and advances . ......................... 68.1 —48.5 10.1 -10.2 55.4 732 40.8 35.1 82.2 5717 256
By borrowing sector
17 Household.............. .. ... ... ..ol 263.7 182.7 200.7 246.5 360.3 2923 | 3499 379.7 301.8 388.9 380.3
18 Nonfinancial busine: 1122 -61.9 19.5 61.0 144.3 154.1 139.4 130.0 3145 302.8 187.0
19 Farm .............. K] 2.1 L3 20 2.8 3.1 7.8 24 9 36 4.3
20 Nonfarm noncorporate t.1 -11.0 | -160 7.0 124 13.2 10.0 8.8 51.3 43.5 215
21 Corporate. ............ 1100 -53.0 34.1 52.0 1293 1377 1217 1188 262.3 255.7 161.1
22 State and local government 46.6 81.6 21.1 623 | —434 -3] =395 | —-654 -52.1 -16.9 | —119.9
23 Foreign net borrowing in United States ................. 239 14.8 226 68.8 =203 | -1003 | -342 19.6 614 404 97.5
24 Boads..........o.iiiia. 214 15.0 15.7 81.3 7.1 -26{ —174 208 135 499 55.0
25 Bank loans nec... =29 3.1 23 7 1.4 6.0 -4.5 4.7 8.1 56 8.2
26  Commercial paper. ... .. .. 12.3 6.4 5.2 -9.0 | =273 [ —101.8 =52 —8.1 379 | -1L1 309
27  Otherloansand advances . ......................... -10 -98 -6 -4.2 -6 -1.8 =71 22 1.9 -4.0 34
28 Total domestic plus foreign. . ........................ 693.2 495.4 568.0 694.7 596.6 5522 | 5470 599.5 8924 918.0 610.6
Financial sectors
29 Total net borrowing by financial sectors............... 2109 154.5 240.1 290.8 459.4 493.1 380.1 419.7 268.7 432.0 407.7
By.instrument
30 US. government-related .................. ... 167.4 145.7 1558 164.2 2843 3094 264.5 245.7 93.0 197.7 230.1
31 Government-sponsored enterprises securities. 17.1 9.2 40.3 80.6 176.9 160.0 146.6 152.1 629 127.2 1015
32 Mortgage pool securities. ............... .| 1503 136.6 115.6 83.6 112.1 168.5 ne 93.6 300 705 128.6
33 Loans from US. government ....................... -.1l 0 .0 0 -48 -19.2 0 0 0 0 0
........................................... 436 8.7 84.3 126.6 175.2 183.8 1155 174.0 175.7 2344 1776
53.5 68.8 828 1198 1134 161.1 96.4 99.5 156.5 170.2 133.0
6 5 6 36 9.8 9.8 124 12.0 5.t 48 2.3
4.7 8.8 22 ~13.0 -12.3 ~12.0 -274 -18.7 N 24.1 -6.8
3 . . 8.6 | —320 -1 -6.2 416 35.1 4.3 41.3 38.5 340 433
39  Other loans and advances . ......................... ~239 | -37.3 -6 224 226 | —103 298 328 —24.5 1.3 59
By borrowing sector
G ponsored PHSES .. ..o 17.0 9.1 40.2 80.6 1721 140.8 146.6 152.1 . 629 1272 101.5
41 Federally related mortgage pools . . 150.3 136.6 115.6 83.6 1241 168.5 1179 93.6 . 30.0 70.5 128.6
42 Private financial sectors. ......... 43.6 8.7 843 126.6 175.2 183.8 155 174.0 .3 175.7 2344 177.6
43 Commercial banks. . . 9 -10.7 17 4.6 9.9 9 10.6 239 A 6.3 18.2 9.6
44 Bank holding companies =271 -25 2.3 8.8 10.3 3.5 10.1 11.5 .0 13.3 238 252
45  Funding corporations. 15.4 —6.5 13.2 29 242 48.8 ~10.5 47.3 .1 61.6 214 419
46 Savings institutions -309 —44.7 -7.0 1.3 12.8 -5.35 5.8 14.8 .1 -189 -6.8 49
47  Credit unions ...... 0 0 0 2 2 A 2 5 2 -3 -1 a
48  Life insurance companics 0 0 .0 2 3 0 0 0 i.3 0 .l -1
49 Finance companies . . . .. 238 17.7 -1.6 2 50.2 63.7 63.6 16.3 57.3 83.1 572 6.5
50  Mongage companies . .0 -2.4 8.0 0| -115 —21.8 -182 =70 f.1 =74 14.8 =120
51  Real estate investment trusts (REITs) 8 1.2 3 34 13.7 145 15.3 18.8 6.3 6.9 6.4 22
52 Brokersanddealers. ................. .. 1.5 3.7 2.7 12.0 .5 =99 3 ~7.6 19.3 -29.5 -.1 2.1
53 Issuers of asset-backed securities (ABSs) . ............. 598 529 58.6 83.0 64.5 894 385 554 74.5 60.8 994 97.1
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'—Continued

1994 1995
Transaction category or sector 1990 1991 1992 1993 1994
Q! Q2 Q3 Q4 QI Q2 Q3
All sectors
54 Total net borrowing, all sectors. . ................... 904.1 649.9 808.0 985.5 | 1,056.0 | 1.045.3 927.0 | LO19.2 § 1.232.6 | L1601 | 1,350.0 | 1,018.3
55 U.S. government securities ............... . 4144 4240 | 459.8 4203 4449 5349 | 3958 3813 1 4675 400.5 295.9
56 Municipal securities. . . .. 493 87.8 305 74.8 =293 157 =207 ~58.4 —53.8 —10.6 | 1158
57 Corporate and foreign bonds 1220 1625 1 1661 | 2763 1438 [ 1927 | 1164 1357 | 1304 319.0 | 2487
58 Mortgages ....0......... 2330 1589 131.5 1608 206.3 184.0 206.6 2159 2184 2436 254.2
59 Consumer credit. 15.6 —14.8 73 58.9 121.2 65.0 129.8 1248 165.2 158.1 109.6
60 Bank loans nec. .. 22 -29.4 -9.3 ~8.5 61.8 51.8 26.8 9.1 78.5 124.1 100.7
61 Open market paper . .. . 30.7 —44.0 13.1 =51 357 4.7 8.8 59.6 1153 60.4 90.2
62 Other loans and advances . ............... ..o 37.1 -95.6 8.9 8.0 717 419 63.5 70.2 110 55.0 348
Funds raised through mutual funds and corporate equities
63 Total net shareissues ....................... ... ... 18.4 209.1 293.5 428.6 140.7 2944 2528 104.7 —-89.1 5.2 161.2 193.9
64 Mutual funds . . 63.0 146.9 207.7 310.2 119.6 187.2 190.2 121.8 =20.6 56.1 165.1 168.8
65 Corporate eqi S . -~44.6 62.2 85.8 1184 107.2 62.6 -17.1 —-68.5 | —509 -39 251
66 Nonfinancial corporations -63.0 18.3 27.0 203 -9.6 =20 =500 | —118.0 | —684 —59.6 —84.8
67  Financial corporations. .. ... .. . 1.0 13.3 28.1 36.6 48.3 8.6 98 163 4.8 18.7 279
68 Foreign shares purchased by US. residents . .. ... ... 74 30.7 30.7 60.5 68.5 459 231 332 12.8 37.0 82.0

I. Data in this table also appear in the Board's Z.4 (780) quasterly statistical release. tables
F.2 through F.5. For ordering address. see inside (ront cover.
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1.58 SUMMARY OF FINANCIAL TRANSACTIONS'

Billions of dollars except as noted; quarterly data at seasonally adjusted annual rates

1994" 1995"
Transaction category or sector 1990° 1991° 19927 1993° 1994°
Ql Q2 Q3 Q4 Ql Q2 Q3
NET LENDING IN CREDIT MARKETS?
i Total net lending in credit markets ............... 904.1 6499 808.0 985.5 } 1,056.0 | 1,045.3 927.0 | 1,019.2 | 1,232.6 | L1611 | 1,350.0 | 1,018.3
2 Private domestic nonfinancial séctors . 223.6 96.6 90.2 49.4 262.5 2843 344.2 167.7 253.9 691 ~176.0 | —173.8
3 Households .................... 2106 204 87.0 238 307.5 258.5 386.3 246.5 338.6 198.3 | ~118.0 63.7
4 Nonfarm noncorporate business ... -35 ~53 —.1 6 7 —.4 1.5 7 9 5 ~1.0 -1.0
5  Nonfinancial corporate business ... -26.1 30.7 27.8 21.3 519 58.6 27.5 375 84.1 1 -850 4861 —285
6  State and local governments . ... 426 508 | -245 371 9761 -324| -7L1| -17.0| —1697 | —1069 { —105.7 | —208.0
7 US. government .............. 33.7 105F —119| -84 -—242| -464] —146[ -—113| —244| -—132| -243| -234
8 Rest of the world .. 86.7 133 98.2 128.3 134.4 1233 65.7 137.5 2109 242.6 325.5 354.7
9 Financial sectors .................. 560.2 529.5 631.6 826.2 683.3 684.2 5307 7253 792.1 924.8 1 12248 860.8
0  Government sponsored enterprises . 14.0 15.1 68.8 90.2 123.2 9.3 1009 1254 175.2 152 86.9 50.8
11 Federally related mortgage pools .. 150.3 136.6 115.6 83.6 112.1 168.5 1175 93.6 68.5 300 705 128.6
12 Monetary authority ... 8.1 314 279 36.2 315 41.5 24.9 29.7 30.0 16.3 208 | —1L1
13 Commercial banking . . 125.1 80.8 953 1422 163.4 167.4 1285 1834 1745 342.7 316.0 2438
14 U.S. chartered banks .................. 949 357 69.5 149.6 148.1 126.3 136.1 155.6 1742 1834 2224 2215
15 Foreign banking offices in United States . 284 48.5 16.5 -9.8 11.2 373 - I0.0 29 =56 158.8 83.9 24.3
16 Bank holding companies............... -28 =15 5.6 0 9 3.4 2.7 =24 =20 5.7 -9.0
17 Banks in U.S. affiliated areas .. 45 =19 3.7 24 33 N 2. I 22 8.3 24 4.0 1.0
18 Funding corporations .......... -138 15.7 17.7 =571 -342 -24| -73.1 -373 ] -239 -84 ] -231 -129
19 Thrift institutions. . . . . -1576} —146.11 —61.3 -17 34.9 1.8 41.5 53.8 324 282 9.1 409
20 Life insurance companies . 107.2 86.5 78.5 100.9 66.3 69.7 26.7 89.5 794 132.4 131.2 77.0
21 Other insurance compames 264 30.0 6.7 27.7 24.9 21.8 223 253 30.4 20.7 20.4 18.6
22 Private pension funds . 54.0 354 41.1 459 47.0 209 499 425 74.7 93.6 878 1035
23 Stae and local govemmem . 328 41.1 23.0 19.8 290 44.1 464 | -—11.1 36.6 624 32 529
24  Finance companies .................. 29.5 -92 7.5 ~9.0 68.2 679 612 63.1 804 91.8 70.1 40.3
25  Mongage companies . 0 11.2 1 0 -229 -435 -36.3 -140 2.1 —148 29.7 ~24.0
26 Mutwal funds ........ 36.2 80.1 126.2 1595 -106 15.8 4.2 .1 -6241 —148 216 220
27 Closed-end funds ....... 1.3 12.8 18.2 1.0 -55 1321 -116]| -136( ~-10.0 -5 7.2 10.0
28  Money market mutual funds......... 71.5 327 4.7 204 307 ~17.9 26.6 577 56.5 50.5 135.2 324
29  Real estate investment trusts (REITs) . -7 -1 1.1 6 4.7 6.6 6.6 5.5 2 2.5 34 21
30 Brokers and dealers................ 2.8 17.5 -1.3 4.8 —-44.2 —80.3 -57.7 =219 ~8.0 30.5 146.2 ~.8
31 Asset-backed securities issuers (ABSs) S1.1 48.9 538 80.5 57.8 879 42.8 46.3 54.3 48.7 87.0 85.2
32 Bankpersonal trusts ....... ... ... ...l i59 10.0 8.0 9.5 7.1 89 10.2 77 14 1.6 18 L5
RELATION OF LAABILITIES
TO FINANCIAL ASSETS
33 Net fiows through credit markets ................. 904.1 649.9 808.0 985.5 1 1,056.0 | 1,045.3 927.0 ,019.2 | 1,232.6 | 1,161.1 | 1,350.0 | 1,018.3
Other financial sources
34 Official foreign exchange ..................... ..., 2.0 -59 -1.6 8 -58 -2 —14.6 2 -8.6 17.8 10.3 9.0
35 Special drawing rights certificates . . 15 0 =20 0 0 0 0 0 0 0 0 8.6
36 Treasury currency ............... 1.0 0 2 4 N 7 .6 8 7 7 7 8
37 Life insurance reserves . . 25.7 25.7 273 352 340 249 21.7 67.7 21.6 54.0 49.9 299
38 Pension fund reserves 241.7 196.4 236.8 2448 2449 237.3 217.5 234.8 290.0 307.2 280.3 2526
39 Interbank claims .............. 35.0 ~34 435 519 89.6 1438 1135 31 98.1 -22.6 305 —l165
40 Checkable deposits and currency . 43.6 86.3 1135 17.3 -9.7 11261 -449| ~660] —405 4238 1334 | —150.3
41 Small time and savings deposits. . 637 1.5] =572 -703] -400 -37] -575| -518] -—-469 18.1 1129 106.4
42 Large time deposits. ......... —66.1 —-585| =732 -235 196 -387 =36 84.0 36.5 1168 69.0 110.0
43 Money market fund shares . ... 68.6 41.6 4.5 202 433 -38 34.0 564 86.5 599 2335 120.8
44 Security repurchase agreements =242 -165 43.1 71.2 783 93 166.0 86.0 51.9 163.6 129.5 85.2
45 Foreign deposits. . ......... 279| -265 ~35] —185 45.8 6.6 50.6 28.1 979 39.2 90.6 310
46 Mutual fund shares . . . 63.0 146.9 2077 3102 119.6 187.2 190.2 121.8 —20.6 56.1 165.1 168.8
47 Corporate equities . . . —-44.6 62.2 85.8 118.4 21.1 107.2 62.6 ~17.1 —68.5 -50.9 -39 25.1
48 Security credit . .. .. 3.5 51.4 4.6 61.4 ~.4 42.6 -20.7 ~59.3 37.1 -10.7 308 14.0
49 Trade payables .. 35.5 29.7 46.0 344 116.3 86.6 110.7 104.5 163.5 112.6 293 118.6
50 Taxes payable ... R -4.8 -6.2 8.5 4.5 30 1081 —i3.1 10.1 4.3 15.5 -39 5.1
51 Noncorporate propnelo equity ... 13.0 4.5 238 I() 2 336 | -244 533 63.5 421 429 45.0 61.8
52 Investment in bank personal trusts . 297 16.4 -7.1 1.6 18.8 15.0 24.7 23.6 119 21.0 23 20.8
53 Miscellaneous . ...........ooiiiiiiii 154.5 284.9 287.2 335.8 250.8 307.6 324 301.9 361.0 2310 459.5 113.7
54 Total financial sources. .......................... 1,574.3 | 1,480.1 [ 1,795.9 | 2,297.5 | 2,119.9 | 2,267.0 § 1,850.5 | 2,011.7 | 2,350.6 | 2,376.0 | 3,234.8 | 2,133.6
Floats not included in assets (—)
55 U.S. government checkable deposits ................ 33 —13.1 N -15 —4.8 -3.1 8 74 —244 13.2 -16.3 29
56 Other checkable deposits ........... . 8.5 4.5 1.6 -1.3 -28 -19 -35 -33 -23 -37 -39 =35
57 Tradecredit ...........c.ooiviiiiiinininiianas -82 308 13.0 154 353 100.6 54.4 336 | —475 255 4901 -129
Liabilities not identified as assets (—)
58 Treasury CUITENCY ... ...ovvireninannanarananannns 2 -6 -2 -2 -2 -2 -2 -2 -2 -2 -4 -3
59 Interbank claims .............. 1.6 26.2 -49 4.2 =27 -248 54 10.1 -1.7 8 8.2 7.9
60 Security repurchase agreements . . -32.1 -9.5 .6 34.3 293 | -25.1 1039 | —19.2 57.6 738 —-420 74
61 Foreign deposits. .............. 259 -240 -2.8 =71 36.5 =37 536.1 BT 54.8 47.1 822 1.5
62 Taxes payable ... . -17 -1.0 10.8 10.4 8.5 17.7 6.2 10.8 -8 —8.7 319 11.8
63 Miscellaneous .....0.... .ot —~86.3 20.8 ~1.4 237 —1416| —148.1 | —-514.1 ~57.4 153.1 { -340.3 | —1569 | —178.7
64 Total identified to sectors as assets ................ 1,663.2 | 1,446.0 | 1,778.6 | 2,219.5 | 2,162.6 | 2,355.6 | 2,141.5 | 1,991.2 | 2,162.0 | 2,568.5 | 3,282.8 | 2,297.6

f. Data in this tabie also appear in the Board’s Z.1 (780) quarterly statistical release, tables

F.6 and E.7. For ordering address, see inside front cover.

2. Excludes corporate equities and mutual fund shares.




1.59 SUMMARY OF CREDIT MARKET DEBT OUTSTANDING'

Billions of dollars, end of period

Flow of Funds

A43

1994 1995
Transaction category or sector 1991 1992 1993 1994
Qt Q2 Q3 Q4 Ql Q2 Q3
Nonfinancial sectors
I Total credit market debt owed by
domestic nontinancial sectors . .......... 11,348.2 | 11,896.7 | 12,537.4 | 13,160.6 | 12,676.2 | 12,808.0 } 12,962.6 | 13,160.6 | 13,336.6 | 13,541.7 | 13,680.0
By sector and instrument
2 US. government, ... ..ol 2.776.4 3,080.3 3,336.5 34923 3,387.7 34323 34923 35579 3,583.5 3.603.4
3 Treasury securities . . 27578 30616 3.309.9 3.465.6 3.361.4 3.404.1 3,465.6 35315 3.556.7 3.576.5
4 Budget agency issues and mong ges 18.6 18.8 26.6 26.7 26.3 282 26. 26.4 26.8 26.9
SPrivate. ..o 8.571.8 88163 9.200.9 9.668.3 9,288.5 9,530.3 9,668.3 9,778.6 9,958.2 | 10,076.6
By instrument
6 Municipal securities...................... 12722 1,302.8 1,377.5 1,348.2 1,379.9 1,372.2 1,362.6 1.348.2 1,333.6 1,328.3 1,304.3
7 Corporate bonds 10869 | L1545 | 12297 | 12530 | 12383 | 1,2476 | 12585 ] 12530 | 12668 | 1,2916 | 1.306.8
8  Mongages..... 3,957.8 4,088.7 4,260.0 4,456.5 4,289.7 4.345.8 44019 4,456.5 4,497.2 4,564.4 4.632.8
9 Home morigages ... 2.849.8 3,0374 3,2276 34322 3,264.6 3.3187 3.376.0 34322 3.466.1 3.524.7 3,583.9
0 Multifamily residential 282.8 2725 267.8 269.1 267.8 268.8 270.2 269.1 269.8 2736 276.6
1] Commercial ...... 7459 698.1 683.4 672.3 676.0 676.3 673.1 672.3 6779 682.3 687.9
12 Farm ......... 79.3 80.7 81.2 83.0 81.3 82.1 82.6 83.0 834 839 844
13 Consumer credit . . 797.2 804.6 863.5 984.7 859.6 891.6 9294 984.7 987.9 1,026.5 1,060.8
{4 Bank loans ne.c. . 686.0 672.2 676.0 748.6 686.5 705.3 124.7 748.6 781.0 808.8 828.0
15  Commercial paper ....... N 98.5 107.1 117.8 139.2 129.9 1357 138.7 139.2 149.8 1629 1633
16 Other loans and advances ................. 673.2 686.5 676.3 738.0 704.5 7144 7216 738.0 762.3 7758 780.8
By borrowing sector
17 Houschald. . ... 38229 4.023.6 42724 4,632.3 43119 4.407.5 4,511.8 4,6323 4.674.6 4,779.5 4,883.8
18 Nonfinancial business. 3,674.2 3,696.8 3,770.3 3.921.1 38199 3.860.3 3.885.6 39218 4.003.6 4,085.1 4,i24.2
19 Faom ................ 135.0 136.3 138.3 1412 136.7 141.5 143.1 141.2 138.9 1428 1449
20 Nonfarm noncorporate 1,137.3 11229 11299 1,1420 1,1329 1.135.6 1.137.4 1,142.0 1,154.5 1.165.6 1,170.6
24 Corporate ............ 24019 2,4376 2,502.0 26379 2,550.3 2,583.7 2.605.0 26379 2,710.1 2,776.7 2,808.8
22 State .md local government 10748 1,095.9 1,158.2 1,114.8 1,156.6 1,144.2 1,132.8 11148 1,100.4 1,093.5 1,068.5
23 Foreign credit market debt held in
United States. ........................ 299.7 3131 381.9 361.6 356.5 348.7 352.4 361.6 376.8 387.6 410.7
24 Bonds ...l 130.5 146.2 2274 234.6 2268 2224 2276 2346 2379 250.4 264.2
25 Bank loans nec. . 21.6 239 24.6 26.1 26.2 25.1 26.3 26.1 282 296 316
26 Commercial paper . . PN 81.8 7.7 68.7 41.4 433 42,0 399 414 50.9 48.1 55.8
27 Other loans and advances ................... 65.9 65.3 61.1 59.6 60.3 59.2 58.6 59.6 59.8 59.5 59.1
28 Total credit market debt owed by nonfinancial
sectors, domestic and foreign ........... .. 11,6479 | 12,209.7 | 12,919.3 | 13,522.2 | 13,032.7 | 13,156.7 { 13,315.0 | 13,522.2 | 13,7134 | 13,929.3 | 14,090.7
Financial sectors
29 Total credit market debt owed by
financial sectors. . . ..................... 2,769.2 3,0249 33210 3,785.7 3,447.3 3,545.3 3,648.1 3,785.7 3,854.5 3,965.4 4,065.0
By instrument
30 US. govemment-related. . .. ................... 1,564.2 1,720.0 1,884.1 2.168.4 1,961.5 2,030.5 2,089.8 2,168.4 2,192.7 2,245.0 2.300.2
3] Govemment-sponsored enterprises securities. 4029 443.1 5237 700.6 563.7 600.3 638.3 700.6 716.3 748.1 773.5
32 Mongage pool securities .. ............ 11565 | 12720 | 13556 | 14678 | 1.397.8 [ 1430 1 1.451. 5 14678 | 14764 | 14969 | 15267
33 Loans from US. government . 4.8 4.8 4.8 0 0 0 0 0 0
34 Private ... 1,205.1 1.304.9 1.436.9 1.617.3 1.485.8 I.5|4.9 1,558,3 1,617.3 1.661.8 1,720.3 1,764.8
35  Coporate bonds . 649.1 738.2 858.0 969.0 895.9 920.0 944.8 969.0 1,008.1 1.050.6 1,083.9
36 Morgages. ... 438 54 8.9 18.7 114 4.5 17.5 18.7 200 212 21.8
37  Bank loans nec.. 784 80.5 67.6 55.3 634 56.3 534 55.3 542 599 58.3
38  Open market paper . . . 385.7 3943 393.5 442.8 408.8 4103 420.5 442.8 454.1 462.8 473.6
39  Otherloans and advances. .. ................. 87.1 86.6 108.9 1316 1063 113.8 122.0 1316 1254 125.7 1272
By borrowing sector
40 Govemment-sponsored enterprises 407.7 4479 528.5 700.6 563.7 600.3 638.3 700.6 716.3 7484 773.5
4] Federally related mortgage pools 1,156.5 1,272.0 1,355.6 1.467.8 1,397.8 1,430.1 1451.5 1,467.8 1.476.4 1.496.9 1,526.7
42 Private financial sectors . .. .. .. 1.205.1 1.304.9 1.436.9 1,617.3 1,485.8 £,514.9 1.558.3 1.617.3 1,661.8 1 720 3 1,764.8
43 Commercial banks. . . 723 80.0 84.6 94.5 83.7 86.7 926 94.5 95.0 9.9 1022
44 Bank holding companies 1123 114.6 123.4 1336 1242 126.8 129.6 1336 136.9 l42 9 149.2
45  Funding corporations 1391 161.6 169.9 199.3 190.7 191.5 200.6 199.3 2281 229.9 2374
46  Savings institutions . 95.4 88.4 99.6 1124 98.3 99.7 103.4 112.4 107.7 106.0 107.2
47  Creditunions ..... 0 .0 2 5 3 3 4 5 4 3 4
48  Life insurance companies . .0 .0 2 6 3 3 3 6 6 6 6
49  Finance companies. . . . ... 3919 3904 390.5 440.7 4019 414.2 4209 440.7 456.7 467.2 4719
50 Mortgage companties ........ 222 302 30.2 18.7 24.8 20.2 18.5 18.7 16.9 206 17.6
5t Real estate investment trusts (REITs) . 13.6 13.9 17.4 311 21.0 24.8 29.5 318 328 344 35.0
52 Brokersanddealers............ 19.0 217 337 343 313 31.3 29.4 343 269 268 274
53 Issuers of asset-backed securities (ABSS) . . . 3393 404.2 487.2 551.6 509.5 519.2 5330 5516 566.8 5917 6159
All sectors
54 Total credit market debt, domestic and foreign. ... | 14,417.1 | 15234.6 | 16,240.3 | 17,307.9 | 16,480.0 | 16,702.0 | 16,963.1 | 17,307.9 | 17,5678 | 17,894.6 | 18,155.7
55 U.S. government secunities. . ................... 4,335.7 4,795.5 52158 5,660.7 5.349.2 54259 5.522.1 5,660.7 5,750.6 5,828.5 5.903.6
56 Municipal securities. . . 1,272.2 1,302.8 1.377.5 1,348.2 1.3799 1,3722 1,362.6 1,348.2 1,333.6 1,328.3 1.304.3
57 Corporate and foreign bonds . 1,866.5 20389 23152 2,456.5 2,360.9 2,390.0 2,4239 2.456.5 25129 2,592.6 2,654.8
58 Mortgages. .. ............ 3,962.6 4,094.1 4,269.0 4,475.2 4,301.1 4,360.3 44194 44752 45172 4,585.6 4.654.6
59 Consumer credit . 797.2 804.6 863.5 984.7 859.6 891.6 929.4 984.7 987.9 1,026.5 1,060.8
60 Bank loans nec.... 785.9 776.6 768.2 830.0 776.1 786.7 804.3 830.0 863.3 898.2 917.9
61 Open market paper .. .... L. 565.9 579.0 580.0 623.5 582.0 5819 599.2 623.5 654.7 673.8 692.7
62 Other loans and advances ..................... 831.0 843.1 851.1 929.1 8712 8874 902.2 929.1 947.5 961.0 967.1

t. Data in this table also appear in the Board's Z.1 (780) quarterly statistical release, tables

L.2 through L.4. For ordering address, see inside {ront cover.



A44 Domestic Financial Statistics (1 April 1996

1.60° SUMMARY OF FINANCIAL ASSETS AND LIABILITIES'

Billions of dollars except as noted, end of period

1994° 1995"
Transaction category or sector 1991° 1992 1993" 1994"
Ql Q2 Q3 Q4 Qi Q2 Q3
CREDIT MARKET DEBT OUTSTANDING:
i Total credit market assets ....................... 14,417.1 } 15,234.6 | 16,240.3 | 17,307.9 | 16,480.0 | 16,702.0 | 16,963.1 | 17,307.9 | 17,567.8 | 17,894.6 | 18,155.7
2 Private domestic nonfinancial sectors ............... 25914 2.673.7 2,729.3 3,018.0 2.780.8 2,856.2 2910.6 3,018.0 2,985.3 29224 2,897.7
3 Households ................... 1,561.4 1.640.6 1.666.0 1,999.6 1,719.5 1.8019 1.879.3 1,999.6 2.023.8 19747 2.009.5
4 Nonfarm noncorporate business . 38.3 38.1 38.8 39.5 387 39.1 39.3 39.5 39.6 394 39.1
5 Nonfi ial corporate busi . 230.0 257.8 283.7 335.6 291.5 298.5 306.8 3356 307.3 3193 3115
6 State and local governments .. .. 761.7 7372 740.8 643.3 731.1 716.8 685.3 614.6 592.1 5317
7 US. goverament ............ 246.9 235.0 230.7 206.5 2190 215.4 2126 203.2 197.1 191.3
8 Rest of the world .. 928.8 1,022.8 1.146.6 1,255.7 1,192.0 1.205.4 1,240.7 1,324.7 1.402.8 1,492.5
9 Financial sectors. .. ............. §0,650.1 | [1,303.1 | 12.133.7 1 12,827.7 | 12.288.2 } 124250 | 12,599.1 13.054.6 | 13,3723 | 13,574.2
10 Government-sponsored enterprises . 389.0 457.8 548.0 671.2 570.2 596.0 627.5 673.3 695.8 708.5
11 Federally related mortgage pools .. 1,156.5 1,272.0 1.355.6 1,467.8 1,397.8 1,430.1 1.451.5 1,476.4 1.496.9 1.526.7
12 Monetary authority............ 2725 300.4 336.7 368.2 3415 3516 356.8 367.1 375.7 370.6
13 Commercial banking . 28533 294861 30908 32543 3.1198| 31559 | 3,203 9 33277 | 34098 § 34730
14 U.S. chartered banks. ............. 250251 257191 27215 286961 2.743.8 | 278034 2.82 2,906.5 | 2.963.7 | 3.023.7
15 Foreign banking offices in United States . 319.2 335.8 3260 337.1 331.8 3308 33 ‘5 373.6 396.0 401.2
16 Bank holding companies . ......... 11.9 17.5 17.5 18.4 18.2 18.3 19.0 17.9 19.3 17.0
17 Banks in U.S. affiliated arcas 19.7 234 258 29.2 26.0 26.5 271 29.8 30.8 3L0
i8  Funding corporations ....... 144.8 162.5 149.5 1272 142.8 120.0 119.2 130.2 128.1 128.7
19 Thrift institutions . . . . 1,192.6 1,134.5 11327 1.167.6 1.§34.2 [,146.1 1,160.4 L1734 1.177.3 1,188.1
20 Life insurance companies 1.224.6 1,309.1 1,420.6 1.487.0 1.441.1 1,449.0 1.470.7 1.523.1 1.557.1 15755
21 Other insurance companies 376.6 3894 4227 4464 427.8 433.1 439.1 451.3 456.1 460.5
22 Private pension funds ... 530.6 571.7 617.6 664.6 622.8 635.3 645.9 688.0 709.9 735.8
23 State and local government retirement funds . 3945 417.5 437.3 466.3 447.2 459.2 4543 480.7 482.1 4933
24 Finance companies................. 488.9 496.4 482.8 5510 4945 Si13 524.1 568.5 586.9 594.1
25  Mortgage companies . 60.3 60.5 60.4 37.5 49.5 404 37.0 338 41.2 352
26 Mutual funds ...... 440.2 566.4 7259 7153 7338 735.0 736.3 7159 7215 728.3
27 Closed-end funds ......... 495 67.7 786 73.1 81.9 790 75.6 73.0 74.8 773
28 Money market mutval funds ... .. 403.9 408.6 429.0 459.6 434.1 4335 4379 480.6 508.0 505.5
29 Real estate investment trusts (REITs 7.0 8.1 8.6 13.3 10.3 11.9 133 13.9 14.7 15.2
30 Brokers and dealers ............... 124.0 122.7 137.5 933 115.2 100.8 95.3 101.0 137.5 137.3
31 Asset-backed securities issuers (ABSs) e 317.8 3779 458.4 516.1 480.3 491.0 502.6 5283 550.1 5714
32 Bank personal trusts ......... . oo 2235 2318 240.9 248.0 243.2 245.7 2477 248.0 2484 248.8 249.2
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
33 Total credit market debt . ........................ 14,417.1 | 15,234.6 | 16,240.3 | 17,307.9 | 16,480.0 | 16,702.0 | 16,963.1 | 17,307.9 { 17,567.8 | 17,894.6 | 18,155.7
Other liabilitics
34 Official foreign exchange.......................... 554 518 534 532 56.4 549 55.5 532 64,1 67.1 65.1
35 Special drawing rights certificat 10.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0 3.0 10.2
36 Treasury currency. ......... 16.3 16.5 17.0 17.6 (7.4 7.3 17.5 178 18.0 18,2
37 Life insurance reserves . 405.7 433.0 468.2 502.2 474.4 4799 496.8 515.7 528.4 5356
38 Pension fund resesves . 3,655.4 4,055.1 44716 4.693.9 4469.6 4.524.0 4,675.6 4905.9 5,356.1
39 Interbank claims........... 96.4 1326 190.8 281.4 2234 239.6 2519 2721 2745
40 Deposits at financial institutions . 50243 ] 505027 5.15491 52960 5.158.1 S.186.7 | 52124 5.390.0 5.639.1
41 Checkable deposits and currency 1,020.9 1,1344 1.251.7 1,242.0 1.220.5 1,229.9 1,205.0 1.1939 1,200.7
42 Small time and savings deposits 2,350.7 | 22935) 22232) 20833 223391 22144 | 21994 2.200.1 2,246.9
43 Large time deposits ........ 4884 4152 3917 4112 382.7 3793 402.6 441.4 485.8
44 Money market fund shares ... 5350 539.5 559.6 602.9 575.6 569.2 578.7 634.0 702.6
45  Security repurchase agreements. . 355.8 3999 4711 549.4 486.2 522.1 548.1 603.9 655.7
46 Foreign deposits. .. ......... 273.5 267.7 257.6 307.1 259.2 2719 2789 3169 347.3
47 Mutual fund shares 769.5 992.5 1,375.4 1,477.3 1,434.2 1.445.4 15158 1.552.8 1,793.1
48 Security credit ... 188.9 277 279.0 279.0 283.7 279.1 2639 269.5 280.9
49 Trade payables . 957.6 1.003.7 1.038.2 1.154.5 1.033.3 1,068.3 10931 1,155.7 1,197.5
50 Taxes payable ............ 1.2 79.7 84.2 87.3 89.2 82.0 86.3 93.5 91.6
51 Investment in bank personal tru 6393 660.6 691.3 6994 6854 680.0 701.1 . 736.3 817.0
52 Misceltaneous ............ 44438 | 47912 50289 53790| s2400| 52323 53282 53790 54262 55021 5.534.0
53 Total liabilities. .. ............................ ... 30,7510 | 32,727.2 | 35,201.2 ¢ 37,236.8 | 35,632.8 | 35,999.5 | 36,669.1 | 37,236.8 | 37,9754 | 38,943.7 | 39,768.6
Financial assets not included in liabilities (+)
54 Gold and special drawing rights .............. .. ... 223 19.6 20.1 21 20.4 20.8 210 211 22.7 229 22
55 Corporate equities e 4.863.6 54629 6,278.5 6,203.4 6,142.6 5.965.8 6,228.7 6.293.4 6.835.8 7.393.0 8,013.8
56 Houschold equity in noncorporate business . ........., 2,519.4 24517 2,448.6 25489 2498.8 2.531.2 2.559.7 2.548.9 2,564.6 2,584.2 2.597.6
Floats not included in assets (—)
57 U.S. government checkable deposits ................ 38 6.8 5.6 3.4 3 9 1.2 34 4.2 2.0 4
58 Other checkable deposits e 404 420 407 33,0 363 387 306 38.0 333 357 273
59 Trade Credit .. .........ouinininaniiiiiiaanns ~192.1 ~1783 | -156.61 —1223| —1908 1 -2036| -2032 | =-1223| ~177.9 | =-§932| ~-2039
Liabilities not identified as assets (=)
60 Treasury currency. ................. e -4.7 -49 -5.1 -5.4 =52 =52 -53 -54 -54 -55 -5.6
61 Interbank claims —-4.2 -93 —4.7 —6.5 =77 -74 ~34 -6.5 -2.17 =29 .l
62 Security repurchase agreemen 259 27.5 61.8 91.1 63.6 84.5 90.3 91.1 117.6 100.5 114.3
63 Foreign deposits .......... 2226 217.6 2183 258.3 2174 2314 2411 258.3 270.1 290.6 291.0
64 Taxes payable ... con i7.8 25.3 26.2 242 15.5 213 220 24.2 79 21.3 23.8
65 Miscellaneous ... ... ... ... ol ~700.7{ 5784 -—5946| -7559) -546.2| -6344 ] -—6662 ] -7559 | -—82L1 —8333 | -8827
66 Total identified to sectors as assets ................ 38,747.5§ 41,113.2 | 44,356.8 | 46,575.2 | 44,711.4 | 44,991.1 | 45971.5 | 46,575.2 | 47,972.7 | 49,528.8 | 51,037.3

L.6 and L.7. For ordering address, see inside front cover.

1. Data in this table also appear in the Board's Z.1 (780) quarterly statistical release, tables

2. Excludes corporate equities and mutual fund shares.



2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures
Monthly data seasonally adjusted, and indexes 1987=100. except as noted

Selected Measures

A45

1995 1996
Mcasure 1993 1994 1995
May June July Aug Sept. Oct. Nov. Dec Jan.
I Industrial production’.................... 11L5 118.1 1219 121.3 1204 121.8 122.7 1228 122.2° 12247 122.6" 1219
- Marker groupings
2 Products, total . ................ 110.0 1156 1183 1175 1179 118.0 119.2 1194 118.3 118.6° 119.0 il8.2
3 Final, totai . .. 1127 1183 121.3 120.6 121.1 1212 1224 1226 121.3 121.7" 1219 1212
4 (Eonsumcr 20 109.5 137 115.0 114.1 1148 t14.6 159 116.0 1149° 115.5 115.3' 1136
N Equipment . 175 125.3 131.4 1308 131.2 1316 1329 133.1 1315 131.3' 1324 1334
6 Intermediate . . 1018 107.3 1(09.0 108.2 108.2 1085 109.4 109.5 109.2° 109.4° 100 109.1
T Materials ... 1138 1220 1274 127.2 126 8 126.8 128.1 128.1 128.1° 128.3° 128.2 127.6
Industry groupings
8 Manufacturing ... ... Lol H23 119.7 1239 123.2 123.3 1233 1242 1249 1244 1245 124.7° 124.0
9 Capacity utilization, manufacturing (percent)®, . 80.6 833 829 R2.8 82.6 82.3 82.6 82.8 821" 820 818 81.0
10 Construction contracts” .. .................. 105.1 142 1158 119.0 122.0 118.0 123.0 119.0 116.0 1140 107.0 na
11 Nonagricuttural employment, total* ... ... ... 108.4 13 [REX 114.0 143 114.3 114.6 114.7 1148 1150 115.1 1149
12 Goods-praducing, total ... ... 94.3 95.6 98.2 98.2 98.2 979 979 979 97.9 97.8 98.0 97.8
13 Manufacturing, total ..... ... 94.8 95.1 96.9 971 97.0 96.6 96.6 96.4 96.3 96.2 96.4 96.0
14 Manufacturing, production worke: 95.3 97.4 98.3 98.6 98.3 97.8 979 97.7 97.5 974 971.7 97.2
IS5 Service-producing .. ........ .. 1129 116.3 119.5 1t9.1 1194 9.6 H9.9 120.1 120.1 120.4 120.6 12004
16 Personal income, total . 1413 148.3 157.4 1559 157.0 157.8 1579 158.7 159.9 160.2 na. na.
17 Wages and salary dhhur\t.mcm 136.0 1426 150.5 148.5 149.9 i5t.2 150.9 151.9 153.2 153.1 na. na.
18 Mdnumuunng ........... 1193 125.0 1293 128.5 128.8 129.0 1293 129.6 1295 129.6 na. na.
19 Dispos: blc personal income’ 1424 149.2 ni. 156.5 1574 158.2 158.3 159.0 160.2 160.6 na, n.a,
20 Retail sales™ . ... 1347 145.1 152.6 1522 1535 1529 1539 153.8 1534 154.7" 155.7° 155.2
Prices”
21 Consumer (1982-84=100) ................. 144.5 148.2 152.4 1522 1525 1525 1529 153.2 153.7 153.6 153.5 154.4
22 Producer finished goods (1982=100). ........ 1247 125.5 127.9 1281 128.2 128.2 128.1 127.9 128.5 128.6 129.0 1295

1. Data in this table also appear in the Board’s G.17 (419) montbly statistical relcase. For

5. Based on data from U.S. Department of Commerce. Survey of Current Business.

the ordering address, sce the inside front cover. The latest historical revision of the industrial
production index and the capacity utilization rates was released in November 1995, See “A
Revision 10 Industriat Production and Capacity Utilization, 1991-95." Federal Reserve
Bulletin, vol. 82 (January 1996). pp. 16-25. For a detailed description of the industrial
production index, see “Industrial Prodduction: 1989 Developments and Historical Revision,™
Federal Reserve Bulletin, vol. 76 (April 1990y, pp. 187204,

2. Ratio of index of production to index of capacity. Based on data from the Federal
Reserve, DRI MeGraw-Hill, US. Depaniment of Commerce, and other sources.
Index of dotlar value of total construction contracts. including residential, nonresiden-
tial. and heavy engineering, from McGraw-Hill Information Systems Company. EW. Dodge
Division,

4. Based on data from U.S. Department of Labor, Emplovment and Earnings. Series covers
employees only, excluding personnel in the armed forces.

LABOR FORCE. EMPLOYMENT, AND UNEMPLOYMENT

Thousands of persons; monthly data scasonally adjusted

6. Based on data not scasonally adjusted. Seasonatly adjusted data for changes in the price
indexes can be obtained from the U.S. Department of Lubor, Burcau of Labor Statistics,
Monthiy Labor Review,

NOTE. Basic data (not indexes) for series mentioned in notes 4 and 5, and indexes for series
mentioned in notes 3 and 6. can also be found in the Survey of Current Business.

Figures for industrial production for the latest month are prefiminary. and many figures for
the three months preceding the ltest month have been revised. See “Recent Developments in
Industrial Capacity and Utilization.”™ Federal Reserve Bulletin, vol. 76 (June 1990), pp.
411-35. Sce ajso “Industrial Production Capacity and Capacity Utilization since 1987,
Federal Reserve Bulletin, vol. 79 (June 1993), pp. S90-60S.

1995 1996
Category 1993 1994 1995
June July Aug. Sept. Oct. Nov. Dec. Jan.
HOUSEHOLD SURVEY DATA!
1 Civilian labor foree® ... oo 128.040 131,056 132,304 131.869 132,519 1322110 132591 132,648 132442 132284 132,837
Employment
2 Nonagricultural industries?® 116,232 119.651 121,460 121034 121,550 121417 121 867 121,944 121.734 121.598 121,615
3 Agriculure. ... 3074 3409 3440 3451 3409 3302 3,273 3,455 3.276 3.306 3.548
Unemployment
4 Number ... ............ o 8.734 7996 7.404 7.384 7.559 7431 7451 7.249 7432 7.380 7.674
5 Raie (percent of civilian labor Torce) . . . 0.8 6.1 5.6 5.6 5.7 5.6 5.6 5.5 5.6 5.6 58
ESTABLISHMENT SURVEY DATA
6 Nonagricultural payroll employment®, ... ... 110,525 113,423 116,597 116,547 | 116,575 116838 | 116932 | 117,000 117,212 | 117.373 H7172
7 Manufacturing 18,003 18,064 18.406 1R.428 18.353 18.357 18,322 18.301 18.272 i8.316 18,244
8 Mining ...... 61t 604 579 382 577 575 573 571 567 566 5635
9 Contract construction. . 4.642 4916 5244 5.230 5.226 5233 5.262 5287 5.295 5.302 5315
10 Transportation and publ 5787 5.842 6.194 6,192 6.195 6.217 6.206 6,217 6.240 6,251 6.242
11 Trade 25675 26,362 27.156 2718 27.184 27177 27,245 27,256 27,362 27.362 27.317
12 Finance 6.712 6,789 6.948 6,930 6,938 6.947 6957 6977 6991 7.0M 7009
3 Service . .. 30278 31,805 32.788 32,784 32.820 32.9%6 33,047 33.076 33,185 33.250 33.167
14 Government 18.817 19,041 19282 19.283 19.282 19.346 19.320 19.315 19.300 19.325 19313

I. Beginning January 1994, reflects redesign of current population survey and population
controls Irnm the 1990 census.

2. Persons sixteen years of age and older. including Resident Armed Forces. Monthly
hgurcs are based on sample data collected during the calendar week that contains the twelfth
day; annuai data are averages of monthly figures. By definition. scasonality does not exist in
population figures.

3. Includes scif-employed, unpaid family. and domestic service workers.

4. Includes all full- and part-time employees who worked during. or received pay for. the
pay period that includes the twelfth day of the month: excludesproprictors, self-cmployed
persons, houschold and unpaid family workers, and members ol the armed forees. Data are
adjusted 10 the March 1992 benchmark, and only scasonally adjusted data are availabte at this
time.

SOURCE. Based on data from U.S. Department of Labor. Employment and Earnings.
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2.12 ' OUTPUT, CAPACITY, AND CAPACITY UTILIZATION'

Seasonally adjusted

1995 1995 1995
Series
Qi Q2 Q3 Q4 Q Q2 Q3 Q4 Q1 Q Q3 Q4
Output (1987=100) Capacity (percent of 1987 output) Capacity utilization rate (percent)®
I Totalindustry ............................ 121.8 1214 1223 1224 1437 145.0 146.4 147.8 84.8 837 836 828
2 Manufacturing. .............o i 124.0 123.3 124.1 1245 147.2 148.7 150.3 152.0 84.3 829 82.6 82.0
3 Primary processing’ .. .. ....ooiieiieiian. 119.1 177 117.1 117.1 1334 134.4 135.4 136.4 89.3 87.6 86.5 858
4 Advanced processing” .................... 126.3 126.0 127.5 128.1 153.8 155.6 1575 159.5 82.2 81.0 809 80.3
S Durable goods............oiiiiiiinan.. 1320 1314 133.0 134.2 156.8 158.9 161.1 163.4 84.2 82.7 82.5 82.1
6 Lumber and products . . 105.3 102.9 104.6 105.9 1174 118.0 118.6 119.2 89.7 87.2 88.2 88.8
7 Primary metals . ... .. 121.2 119.1 1182 118.7 126.9 127.5 128.0 128.6 95.6 93.4 92.3 923
8 Iron and steel . 1254 121.9 1213 121.5 130.9 131.7 1325 1332 958 926 91.6 91.2
9 Nonferrous .................. 115.6 115.1 113.9 114.8 121.5 121.9 1222 122.5 95.2 94.5 93.2 937
10 Industrial hi 1719 1744 1789 186.4 194.8 199.6 204.5 209.7 88.2 874 87.5 88.9
11 Electrical machinery. . .| 1679 1712 178.4 1829 191.6 197.6 2039 2104 87.7 86.7 87.5 86.9
12 Motor vehicles and pans ............... 147.7 140.5 140.7 140.5 1721 174.2 176.4 178.7 858 80.6 79.8 78.6
13 Acrospace and mlscellaneous
transportation equipment ............ 89.6 88.7 86.9 79.3 132.2 132.2 132.1 132.1 67.8 67.1 65.8 60.0
14  Nondurable goods........................ 1152 1144 114.3 £13.9 136.6 1375 138.4 139.4 84.3 83.2 826 81.7
1S Textile mill products . 1164 113.7 1109 109.6 129.1 130.1 131.1 132.1 90.2 875 84.6 83.0
16 Paper and products. . . .. 121.0 1212 1195 117.9 130.6 131.5 1325 1334 92.7 92.1 90.2 88.4
17 Chemicals and products . 1253 124.0 124.6 1259 153.7 154.7 155.6 156.6 81.5 80.1 80.1 804
18 Plastics materials . .. . .o 1215 1229 118.3 o 1324 133.8 1354 . 96.5 919 87.3 ...
19 Petroleum products. .................... 108.3 108.0 109.2 107.7 116.0 116.2 1164 116.6 93.3 29 938 92.4
20 MIRIDE .. ..ol 100.6 100.7 100.2 98.1 112.0 112.0 t12.0 1121 89.8 89.9 89.4 87.5
21 Utilities . . . .. 1184 120.7 1247 123.0 134.4 134.8 135.2 135.6 88.0 89.5 923 90.7
22 Electric 1189 1204 1250 1237 1317 132.4 1325 133.0 90.3 911 943 93.0
1973 1975 Previous cycle’ Laest cycte® 1995 1995 1996
High Low High Low High Low Jan. Aug. Sept. Oct.” Nov. Dec. Jan?
Capacity utilization rate (percem)2
1 Total industry................... 89.2 726 873 7.8 849 78.0 85.1 838 83.6 829 828 827 81.9
2 Manufacturing . .......... ...l 88.9 70.8 873 70.0 852 76.6 84.6 82.6 82.8 82.1 820 81.8 81.0
3 Primary processing>. ,........... 92.2 68.9 89.7 66.8 89.0 77.9 89.7 86.1 86.8 86.0 859 85.6 85.0
4 Advanced processing®........... 87.5 720 86.3 71.4 83.5 76.1 825 81.2 81.1 80.5 80.3 80.1 79.3
5 Durable goods ........ 88.8 68.5 86.9 65.0 84.0 73.7 84.4 82.6 83.0 82.0 82.2 82.1 814
6 Lumber and products. 90.1 622 876 60.9 93.3 76.1 914 87.5 89.4 88.8 88.6 89.1 874
7 Primary metals. .. ... 100.6 66.2 1024 46.8 92.8 742 96.0 90.1 94.4 90.1 94.1 926 94.3
8 Iron and steel. ..1 1058 66.6 1104 383 95.7 720 96.1 88.9 95.7 86.5 95.0 92.0 95.7
9 Nonferrous .. .............. 929 61.3 90.5 62.2 88.7 75.2 95.7 91.6 92.6 94.6 93.0 94 925
10 Industrial machinery and
equipment................ 96.4 74.5 92.1 64.9 84.0 71.8 88.7 87.8 87.9 88.4 88.8 89.5 89.2
1 Electrical machinery . . ... 87.8 63.8 894 711 849 770 879 87.7 87.8 87.6 87.2 86.0 844
12 Motor vehicles and parts 934 511 93.0 445 85.1 56.6 859 80.6 80.9 78.5 78.7 78.7 75.3
13 Aerospace and miscellaneous
transportation equipment . . . .. 77.0 66.6 81.1 66.9 884 78.8 67.7 66.0 65.0 60.6 58.8 60.6 624
14 Nondurable goods. ............... 87.9 71.8 87.0 76.9 86.7 80.3 84.9 82.6 824 82.2 81.6 81.3 80.5
15 Textile mill products . 92.0 60.4 91.7 738 92.1 78.8 91.0 85.7 84.1 84.3 82.7 81.8 79.7
16 r and products . 96.9 69.0 94.2 82.0 94.8 86.7 929 89.6 89.2 90.0 87.1 88.0 87.0
17 Chemicals and products. 87.9 69.9 85.1 70.1 85.9 79.0 823 80.0 80.4 811 80.3 799 79.3
18 Plastics materials 102.0 50.6 90.9 634 97.0 74.8 100.6 854 88.7 894 90.3 o ..
19 Petroleurn products . . ........... 96.7 81.1 89.5 68.2 88.5 84.6 929 93.2 94.5 91.8 922 93.3 94.2
0MInING. ... 94.4 884 96.6 80.6 86.5 86.1 89.8 89.2 89.2 87.6 87.5 87.4 87.2
ities. . .. 95.6 82.5 88.3 76.2 92.6 83.1 87.3 953 90.7 89.8 90.9 914 90.6
22 Electric..........oiiiii 99.0 82.7 88.3 78.7 94.8 86.7 89.7 98.1 92.5 93.1 93.0 93.0 92.0

1. Data in this table also appear in the Board's G.17 (419) monthly statistical release. For
the ordering address, see the inside front cover. The latest historical revision of the industrial
production index and the capacity utilization rates was released in November 1995. See “A
Revision to Industrial Production and Capacity Utilization, 1991-95," Federal Reserve
Builetin, vol. 82 (January 1996), pp. 16-25. For a detailed description of the industrial
production index, see “Industrial Production: 1989 Developments and Historical Revision,”
Federal Reserve Bulletin, vol. 76 (April 1990), pp. 187-204.

2. Capacity utilization is calculated as the ratio of the Federal Reserve’s seasonally adjusted
index of industrial production to the corresponding index of capacity.

3. Primary processing includes textiles; lumber. paper: industrial chemicals; synthetic
materials; fertilizer materials; petroleum products; rubber and plastics: stone, clay, and glass:
primary metals; and fabricated metals.

4. Advanced processing includes foods; tobacco; apparel: furniture and fixtures; printing
and publishing: chemical products such as drugs and toiletries; agricultural chemicals; leather
and products; machinery; transportation equipment; instruments; and miscellaneous manufac-
tures.

5. Monthly highs, 1978-80; monthiy lows, 1982.

6. Monthiy highs, 1988-89; monthty fows. 1990-91.
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'
Monthly data seasonally adjusted

1992 1995 1996
- 1995
Group pro ¥
por- avg.
tion Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct.! | Nov." | Dec. JanP

Index (1987 = 100)

MAJOR MARKETS

b Totabindex............................ 100.0 | 1209 | 1208 | 1207 § 1209 | 1204 | 1203 | 1204 | 1215 | 1227 ) 1228 | 1222 | 1224 | 1226 | 1219
2 PROGUCTS .« o v et 60.6 | 1183 | 1184 1H8.S | 177 4 1175 | 17 ] g0 | 192 1 1iva ] 183 | 1ise § 1190 | 1182
3 Final products . 1463 1213 213 1205 | 1209 | 12006 | 1200 § 1202 | 1224 | 12266 | 1283 | 1207 {1219 | 212
4 Consumer goods. total . . 286 | 1150 | 1155 153 | 1ad | g | e [ onde [ 1159 | 1160 | 1149 1 1155 | 1153 | 1136
5 Durable consumer good: 56 | 1242 7 1270 1260 { 1249 | 1216 | 1223 | 1213 | 1240 | 1258 | 1234 | 1249 | 1264 | 1214
6 Automotive products 25 | 1307 | 1344 1344 | 1307 | 12720 | 1290 1 1253 ] 1307 | 1329 | 1285 | 1305 § 1329 | 1266
7 Autos and trucks. 1.6 ] 1314 | 1366 1375 | 1328 | 1274 | 1295 § 1239 | 1320 | 1330 | 128.6 | 1298 | 132.1 | 1234
8 Autos. consumer .. 9 11031 | 1114 L2 | 1055 | 994 | 992 1 1000 | 1006 | 1026 | 1002 | 1002 ] 995 [ 920
9 71 181.7 | 1806 183.6 | 180.9 | 177.1 | 1836 ) 1639 | 1882 | 187.7 [ 179.0 | 1828 | 1906 | 1799
10 Auto parts and allied goo 9] 1278 | 1284 1267 | 1280 | 1250 | 1268 | 1266 | 1266 | 1308 | 1267 | 1302 | 133.0 | 1314
1 Other . 30 | 1se | 1208 186 | 1190 | 1167 [ 1163 | 1181 | 181 | 119.6 | 1189 | 1200 | 1207 | 1168
12 Applidnue\ television:

conditioners. . 7 135.6 1379 135.0 132.2 1316 131.2 1314 132.2 135.8 139.4 140.1 145.3 142.7 1314
13 Carpeting and furniture. R 105.8 106.4 108.3 106.4 109.1 103.0 H01L8 1079 104.4 106.9 105.6 104.3 167.0 104.9
14 Miscellaneous home “00(1 1.5 118.3 1213 120.7 119:7 118.8 1181 1180 1174 118.0 | 117.8 116.9 117.6 1i8.6 £17.0
15 Nondurable consumer gm)ds . 23.0 1128 123 1119 12.7 [ARR 112.4 1130 113.0 | 1139 113.7 1129 1133 112.6 1.8
16 Foods and tobacco ... ... 10.3 113 1115 i10.1 1.5 .2 1.5 131 1128 118 1t1.6 1LY i3 110.5 109.7
17 Clothing. . 24 95.0 99.6 98.3 98.7 96.9 96.7 94.6 93.6 939 934 909 91.9 90.9 88.4
18 Chemical pr( ucts . 4.5 1301 131.3 129.2 129.7 126.9 127.3 128.6 1286 | 1326 134.0 1357 1343 134.1 1334
19 Paper products 29 106.6 106.0 106.6 105.9 1069 106.5 106.3 107.6 | 1067 107.3 106.6 1084 106.1 1059
20 Energy. ... 2.9 1158 1109 1131 1139 112.2 115.8 IIRE 146.1 122.3 119.0 3.1 116.8 117.6 117.7
21 Fuels . 9 108.8 107.6 108.7 110.4 108.8 108.2 108.8 108.2 108.4 1.4 107.3 108.2 108.7 109.3
22 Residential militie 21 118.7 112.2 1148 1152 113.5 119.0 118.7 1194 128.2 1222 1154 1203 1214 121.2
23 Equipment.........ooioiieiii . 17.7 1314 130.4 131.0 1314 131.3 130.8 131.2 1316 132.9 133.1 131.5 1313 1324
24 Business equipment 13.7 155.7 153.2 154.3 155.1 155.0 1543 155.1 155.7 157.5 158.2 156.5 156.8 158.5
25 Information processi e 5.7 198.1 187.3 188.7 191.6 194.5 1939 196.0 197.2 | 201.0 | 203.0 | 206.5 { 207.7 | 210.0
26 Cmnpuler and office equipment . . . .. . 1.4 | 3734 | 3242 | 3349 | 3436 { 3564 { 362,01 [ 3632 | 371.7 | 379.6 | 390.0 | 4029 | 4174 | 430.8
27 Industrial . 4.0 127.4 126.5 127.2 126.9 126.1 126.5 126.2 127.4 129.1 128.7 128.6 129.1 129.1
28 Transit 2.6 136.3 1438 1459 145.7 1429 139.6 140.3 139.8 138.0 | 1379 1223 i19.7 1243
29 Autos and tru 1.2 1401 145.6 1477 {46.2 141.5 137.8 139.5 1399 t41.3 143.3 135.7 1342 1353
30 Other .......... 1.4 1233 127.2 127.2 126.3 123.2 122.7 1226 122.6 1222 1233 1209 1219 1221
3 Defense and space Lqmpmu\l 33 65.9 68.9 63.2 618 67.1 66.8 66.8 66.5 66.1 65.2 644 62.8 62.1
32 Oil and gas well drilling. . 6 87.1 87.7 ¥8.8 87.2 89.3 90.5 86.8 88.4 89.5 88.3 835 83.1 83.8
¥ 2 152.7 153.1 144.6 145.8 146.6 148.3 149.6 148.6 1559 158.0 158.9 161.8 164.4

143 ] 109.0 1 1095 1 1095 | 1092 | 1082 | 108.2 | (082-1 1085 | 1094 | 1095 { 109.2 [ 1094 | 1100 | 109.}
5.3 | 1082 [ 1097 { 1095 { 1092 | 108.0 | 1066 | 1072 | 107.3 | 107.0 | 1084 [ 1083 | $09.2 | 130.6 | 109.1
9.0 1 109.6 ] 1095 ] 109.6 ) 1093 | 1085 } 1094 | 109.1 1095 | LLO | 1103 | 1099} 1097 | 1098 | 109.2

394 | 1274 § 1271 127.1 1272 { 1270 { 127.2 {1 1268 | 1268 | 128.) 128.1 128.1 128.3 | 1282 | 1276

38 Durable goods material 208 1 1405 | 140.0 | 1402 | 1403 | 1398 | 1398 | 139.7 | 1402 | 1423 | 144.1 1439 | 1452 | 1447 | 1443

39 Durable consumer part 40 ¢ 1385 1429 | 1426 | 1404 | 1379 1359 | 1358 1339 138.4 139.8 138.6 | 1400 139.5 136.9
40 Equipment parts . .. 7.5 163.1 154.0 155.4 1573 158.9 160.3 161.7 164.4 167.1 169.1 169.4 170.9 171.5 17L3
41 Other .......... 9.2 126.1 1277 127.0 127.0 125.9 125.6 124.5 1244 1249 126.8 126.5 127.6 126.5 1269
42 Basic metal materi 3 125.6 1267 1264 1267 126.1 125.5 1235 1249 123.1 127.0 1243 1284 126.3 128.5
43 Nondurable goods materi 8.9 119.7 1222 121.5 1215 121.7 1222 1204 1189 118.8 117.8 118.7 116.7 117.1 116.0
44 Textife m.ncnd cee 1.1 109.2 5.1 H3s 113.6 1132 1128 109.0 102.6 109.2 106.2 107.3 104.8 103.0 100.9
45 I8 ] 1204 | 1209 | 1206 | 1225 | 1223 | 1256 } 1200 | 1239 1204 | 117.0 [ 1214 | 0143 | 1150 [ 1133
46 39 124.4 126.4 1258.7 125.6 125.6 126.2 125.2 124.4 123.1 123.3 1229 1227 1219 121.4
47 2.1 116.5 119.5 117.8 117.4 118.4 116.9 117.4 113.8 114.6 1151 1146 114.1 118.0 116.7
48  Energy materials . . . 9.7 §06.5 106.2 106.4 106.4 106.6 107.2 107.2 107.5 108.5 105.8 t05.5 105.4 105.7 105.0
49 Primary energy .. .. 6.3 1018 102.0 102.3 102.1 2.2 1023 103.0 102.3 101.4 101.2 1017 1004 100.3 99.8
50 Converted fuel mate 33 116.0 143 114.5 1149 1155 116.9 1155 118.1 1228 115.0 1131 i15.3 1165 1155

SPECIAL AGGREGATES

51 Total excluding autos and trucks ... ... ... 972 | 1205 | 1203 | 1211 1203 1 1209 | 121.0 + 1200 121.2 | 1223 } 1224 | 1219 1223 | 121.8
52 Total excluding motor vehicles and pans ... .. .. 95.2 120.8 120.5 1204 120.6 120.3 120.5 120.5 120.7 121.7 121.8 1213 1217 121.2
53 Towal excluding compuier and office

equipment 98.2 | 181 PI8.6 | 1184 | 1185 | 1179 ) 1178 | 1178 | 1178 1 1189 | 1189 | 118.1 1183 | 1174
54 Consumer goods 27.0 | 1139 11140 113.4 | 1138 | 113 1133 ] 1139 | 1140 | 1148 | 1149 | 1140 114.2 [ 1130
55 Consumer uouds uxdudmg energ y 257 | 1149 | 1160 | 1158 1154 | 1146 | 1139 | 147 | 1145 | 1151 157 | 1151 1150 | 1132
56 Business equipment excluding autos

HOCKS. oo 125 | 157.0 § 1537 [ 1547 | 1558 | 1562 | 1558 | 1565 | 157.2 | 1589 | 1595 | 1584 s 160.6 | 163.0
57 Business equipment excluding computer and

office equipment 122 [ 133.0 § 1343 [ 1346 | 1348 | 1337 1 1325 | 1332 1 1332 | 1344 | 1343 | 131.6 | 1307 | 1314 | 1322
58 Materials excluding energy ............... 297 11348 | 1346 [ 1345 | 1346 | 1343 | 1344 | 1338 | 1337 | 4350 | 1360 | 1362 | 1364 | 1363 [ 1356
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'—Continued

1995 1996

5 1992
SIC pro- 1995
Group code por- | avg’
tion Jan. Feb. Mar.

Apr. May June July Aug. | Sept. | Oct” | Nov.! | Dec. | Jan?

Index (1987 = 100)

MAJOR INDUSTRIES

1000 | 1219 {1218 | 121.7 | 1219

854 1239 .| 1241 | 1239 | 1240
266 | 1176 | 1194 j119.1 | 1189
589 | 1268 | 1264 | 1262 | 126.5

450 | 1325 [ 1318 1321 1322
20 1045 | 107.1 {1050 | 1039
4 | 111.6 | H13.8 | 1149 [ 1134

1214 | 1213 | 1204 | 1215 | 122.7 | 122.8 | 122.2 | 1224 | 1226 | 1219

1235 | 1232 | 1233 [ 1233 | 1242 | 1249 | 1244 [ 1245 | 1247 | 1240
16182 1 1179 | 117.1 | 1169 | 1166 | 1178 | 17.0 | 1172 | 1171 | 1164
1260 { 1257 | 1263 | 1263 | 127.8 | 1282 | 1279 | 128.0 { 1283 | 1276

1316 | 1311 131.5 | 1305 | [33.2 | 1344 | 1335 | 1343 [ 1348 | 1342
103.9 | 10017 | 103.0 | 103.7 | 103.7 | 1062 | 1057 | 105.6 | 106.4 | 104.5
114 | 1108 | 1113 | 1111 1109 | 1120 | 1109 | 1103 | 1093 | 08.0

2.1 | 1040 [1055 | 1047 | 1047 | 1034 | 104.1 | 103.8 [ 103.2 | 103.0 | 1038 | 1045 | 1046 | 1040 | 1034
30 11192 [ 1215 | 1208 | 1213 | 1202 | 1195 | 1975 | 183 | 1154 | 12010 | 1157 | 1210 { 1193 | 1216
1.7 | 1224 11255 [ 1249 | 1258 | 123.5 | 123.0 | 119.2 | 1193 | (17.7 | 1270 | [I5.1 | 1265 | 1228 | 128.0
A 147 1149 | 1164 | 1168 | 1147 | 113.0 | 1129 | 1115 | 1142 | 1186 | 1113 | 1164 | 1180
14 [ 147 |62 fus3 | usa | 1157 | nas | 149 | 1nes | 1119 | 1132 | 1158 | 1140 | 1145 | 1135
50 | 1139 [ 1143 (1150 | 1143 | 1123 | #1137 | 1137 | 1124 | 1143 | 1151 | 1140 | 1145 | 1151 | 1138
80 11777 F1714 {1718 | 1724 | 1743 | 1746 | 1744 | 176.0 | 1795 | 181.3 | 183.8 | 186.2 | 189.3 { 190.2
1.8 13734 {3242 [ 3349 {3436 [ 3564 | 362.1 [ 363.2 { 371.7 | 379.6 | 390.0 | 4029 | 4174 | 4308 | 4418
7.2 | 1749 11667 | 167.7 | 1694 | 169.6 | 1711 | 1730 | 1757 | 178.7 | 180.8 | 1824 | 183.6 | 182.8 | 1813
95 | 1134 (1178 | 1185 | 1180 | 1157 | 1132 | 1134 | 1116 | 1140 | 11401 | 1093 | 1086 | 1100 | 108.4
48 1419 1473 | 1484 | 1476 { 143.0 | 1388 | 139.7 | 136.7 | 142.1 | 1433 | 1397 | 140.7 | 1412 | 1355
25 | 1313 [ 137.1 [ 1386 | 1379 | 1329 | 1273 | 1292 | 1243 | 131.6 { 1328 | 1284 | 129.6 | 1315 | 1227
4.7 859 89.5 89.7 89.5 894 88.5 88.1 87.6 87.2 859 80.0 717 80.0 824
54 110.7 110.8 110.5 1109 112 109.6 110.9 110.2 114 1113 1114 111.2 110.8 110.7
13 11227 (1235 1240 233 | 1227 11223 | 1230 | 1214 | 1224 | 1229 | 1222 1233 | 1236 | 1230
405 1143 [ 1156 | 1148 | 1151 | 1146 | 1144 | 1143 | 1143 [ 1143 | (144 | 1143 | 1138 | 135 | 1126
94 1153 {1159 | 1142 { 150 {1151 | 159 } 1161 | 153 | 1155 | 155 | 1154 | 1152 | 1149 | 1147
1.6 90.0 88.6 88.1 923 92.0 89.3 96.4 99.1 91.3 90.2 88.2 89.2 86.2 83.7
1.8 | 11261172 [ 1159 | 1162 | 1172 | 1136 | 1104 | 1099 | 1124 | 10OS [ 1101 | 1093 | 1083 | 1057
2.2 958 | 100.6 99.8 99.3 974 97.5 95.5 94.3 94.5 945 933 92.5 92.5 90.3
36 | 1198 | 1210 [ 1210 | 1211 {1202 | 1224 | 1199 | 1213 | 1i86 | 1185 [ 1197 | 1163 | 1177 | 1166
6.8 994 | 100.1 | 100.3 99.3 99.2 99.0 98.6 99.0 | 100.5 99.8 98.9 994 98.9 98.2
9.9 1249 [1262 | 1247 [ 1250 | 1235 | 124.0 | 1244 | 124.0 | 1244 | 1253 | 1267 | 1257 | 1254 | 1247
14 | 1083 |107.7 | 1080 | 109.1 | 107.8 | 1074 | 108.6 | 109.0 | 108.5 | 1100 | 1069 [ 1075 | 1088 | 1099
35 1394 | 1418 {1419 | 1411 | 1408 | 1382 | 137.8 | 137.7 | 138.7 | 1398 | 139.7 | 140.1 | 1392 | 138.3
91 Leather and products . ... .. 31 3 81.3 854 85.1 85.8 82.7 83.0 81.2 78.7 808 80.5 79.7 78.3 770 756
92 Mining ... 6.9 999 | 1006 | 1008 | 1003 [ 1006 | 1005 | 101.0 | 100.7 | 100.0 { 1000 98.2 98.1 98.0 91.7
93 M 10 S5 | 1694 11642 | 1655 {1645 | 164.6 | 1643 | 1668 | 1722 | 724 | 1708 | 1783 | 1757 | 174.1 } 173.7
94 Coal.............. 12 1.0 11129 | 1160 | 1151 | 1140 | 1123 | 1108 | 1122 | 117.0 | 109.7 | 1162 | 1123 | 1095 | 1085 | 103.6
95  Oil and gas extraction ....... 13 438 918 924 93.0 922 93.1 934 93.6 919 924 912 89.2 89.7 89.8 90.5
96  Stone and earth minerals . . . .. 14 6 1123 30 | HE3 | 142 | 1127 [ 1 | 119 | 1135 | i | 1130 | 1124 | §187 | 1122 ) 1114
77 1207 173 | 118Ss {1192 | 188 | 122 | 121.0 | 1227 | 128.8 | 1227 | 1206 | 1233 | 1241 | 1230
-{491,493PT 6.1 p122.1 11180 | 1191 | 1195 | 1189 | 121.2 | 121.2 | 1222 | 1300 | 1227 | 1237 | 1236 | 123.8 | 1225
492,493PT 1.6 11200 | 1143 | 1164 | 118.0 | 1184 | 1255 | 1206 | 1245 | 1243 | 1224 | 1136 | 1219 | 1253 | 1250
SPECIAL AGGREGATES
100 Manufacturing excluding motor
vehicles and parts ........ N 80.6 | 1228 (1228 | 1224 | 1226 | §223 | 1222 | 1223 | 1225 | 123.0 | 1238 | 1234 | 1236 | 123.7 | 1233
101 Manufacturing excluding office
and computing machines . . . s 83.7 119.5 1204 120.0 120.1 119.3 1189 1H9.1 118.9 119.8 120.3 119.6 119.6 119.6 118.7
Gross value (billions of 1992 dollars, annual rates)
MAJOR MARKETS
102 Products, total . ............. .. 2,002.9 |2,244.7 {2,247.3 | 2,246.9 { 2,252.0 | 2,236.5 | 2,231.5 2,239.1 | 2,238.8| 2,257.8) 2,268.1| 2,240.3] 2,251.7| 2,261.0{ 2,244.6
103 Final .. ..........oooiiis, . 1,552.2 | 1,747.9 | 1,748.3 | 1,748.6 | 1,755.0 | 1,743.1 | 1.737.4| 1,745.6] 1,743.2| 1,760.5] 1,768.2] 1,741.9] 1,752.3} 1,758.0] 1.745.6
104 Consumer 1,033.4 |1,129.6 [ 1,134.6 { 1,131.1 [ 1,135.5] 1,125.2 | 1,122.3 | 1,128.4| 1,124.0| 1,135.7} 1,141.1] 1,125.1] 1,135.1] 1,1349| 1,118.6
105  Equipment 51881 6i82] 613.81 617.5] 619.5| 6179| 615.1F 617.1] 619.2] 624.8| 627.11 6167 61721 623.1} 627.1
106 Inienmediate 450.7 | 4968 | 499.0| 4983 | 497.0( 49341 4940| 4935| 4956 497.3| 4999 4984 4994| 503.0[ 4989

1. Data in this table aiso appear in the Board’s G.17 (419) monthly statistical release. For
the ordering address, see the inside front cover. The latest historical revision of the industrial
production index and the capacity utilization rates was released in November 1995. See “A
Revision to Industrial Production and Capacity Utilization, 1991-95" Federal Reserve

Bulletin, vol. 82 (January 1996), pp. 16~25. For a detailed description of the industrial
production index, see “Industrial Production; 1989 Developments and Historical Revision,”
Federal Reserve Bulletin, vol. 76, (April 1990), pp. 187-204.

2. Standard industrial classification.



. Recent data on value of new construction may not be strictly comparable with data for
previous periods because of changes by the Bureau of the Census in its estimating techniques.

For a description of these changes, see Construction Reports (C-30-76-5),

Cen

sus Bureau in July 1976.

ssued by the
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2.14 HOUSING AND CONSTRUCTION
Monthly figures at seasonally adjusted annual rates except as noted
1995
Item 1993 1994 1995
Mar. Apr. May June July Aug. Sept. Oct.” Nov. Dec
Private residential real estate activity (thousands of units except as noted)
NEW UNITS
} Permits authorized.................. 1199 1,372 1,331 1,235 1.243 1243 1,275 1.355 1,368 1,405 1,384 1.448° 1,478
2 One-family........ 987 1.068 997 911 905 930 958 1011 1.044 1,073 1.051 1.069° 1,110
3 Two-family or more .. 213 303 335 324 338 313 317 ko) 324 332 333 379" 368
4 Started ... 1,288 1457 1.351 1.241° 1,278 1.300° 13017 1.450° 1401" 1.401" 1.351 1,458° 1,385
5  One-family........ 1.126 1,198 1.073 992" (Kl 1,005 1.036" 1.125° 1135 11307 1109 1.129" L6
6  Two-family or more .. o 162 259 277 249" 261" 295 265" 325 266 271 242 329° 269
7 Under construction at end of period' . 680 762 ? 769 763 755 756 761 773 781 785 795 f
8  Omefamily................. 543 558 552 544 536 534 538 548 553 562 566
9 Two-family or more .. .. 137 204 na 217 219 219 222 223 225 228 mn 229 na.
10 Completed 1.193 1,347 1,443 1,334 1.342 1.256 1,345 1,246 1.254 1312 1.337
11 One-family. ..... 1,040 1.160 1,222 1.089 1,072 1.053 1,037 1012 998 1.032 1.043
12 Two-family or more 153 187 22t 245 270 203 308 234 256 280 294
~ 13 Mobile homes shipped .............. 254 304 340 326 nr 335" 3337 337 344 352" 354 358 352
Mercham builder activity in
one-family units
14 Numbersold ...................... 666 670 n.a. 612 607 667 723 781 703 682 663 649 n.a.
15 Number for sale at end of pesiod'. . ... .. 293 338 n.a. 347 348 347 347 344 349 352 362 375 na.
Price of units spld (thousands
of doflarsy
16 Median. . .. 126.1 130.4 na. 130.0 134.0 1339 133.7 1310 1349 130.0 137.0 1324 na,
17 Average .. 147.6 153.7 n.a. 153.3 157.8 158.0 160.2 154.2 162.0 156.0 155.3 155.5 n.a.
EXISTING UNITS {one-family)
18 Numbersold ...................... 3,800 3946 3,812 3,620 3.390 3,550 3.800 3990 4,820 4,450 4,110 4,040 3910
Price of units sold (thousands
of dollars)~
i9 Median . . . 106.5 19.6 1122 107.9 108.1 109.0 116.2 1159 117.6 1152 113.3 114.3 113.8
20 Average ... 133.1 136.4 1384 1345 134.2 135.4 143.2 1422 144.4 140.5 138.7 139.7 138.6
Value of new construction (millions of dollars)?
CONSTRUCTION
21 Total putin place.................. 464,504 | 506,904 | 527,169 | 523467 | 522,094 | 514,515 | 518,934 | 528,673" | 528,397" | 535,106" | 537,589 | 532,856 { 537,452
2Private ... 339161 | 376,566 | 334,366 | 383301 | 382,220 | 376,148 | 377,486 | 384,307 { 385,653' | 386.960° | 390,111 | 387.824 | 392311
23 Residential . .. 210,455 | 238884 | 236,175 | 237,894 | 234,109 | 231,342 | 228,388 | 231,002° | 233.982" | 237.618" | 238,302 | 239.459 | 241,163
24 Nonresidential . .. 128,706 | 137,682 | 148,191 | 145407 | 148,111 | 144,806 | 149,098 | 153.305" [ 151,671 | 1493427 | 150,809 [ 148,365 | 151.148
25 Industrial hu1|dlng§ . 19,533 21921 24,138 23911 24707 24.760 24,416 24399 [ 24,2027 | 24,096" 24940 24,579 24,050
26 Commercial building; 42,627 | 48,552 | 55,2064 55439 | 55011 51779 | 55420 | 57,0157 | 55709 | 550791 56576 | 55842 | 58848
27 Other buildings ........ S23626 1 239121 23993 1 23,062 | 23948 | 24319 { 23447 | 2452571 24015 | 23962" | 24557 | 23760 | 24,063
28 Public utilities and other. ... ... .. 42920 | 44097 | 44799 | 42995 | 44445 F 43948 | 45815 | 47366 | 47.745" | 46,205 | 45736 | 44,184 | 44,147
29 Publi‘c‘ ............................ 125,342 | 130,337 | 142,806 | 140,166 | 139.874 | 138,367 | 141447 | 144.366" | 142,744" | 148,146" | 147,478 | 145,032 | 145,141
30 lehlzlry . 2454 2319 2,938 3,048 2,736 2442 2,569 3.424° 3,010 3.090° 3164 3.169 3494
31 Highway................. 37.431 39,882 42,258 40,667 41,158 38,657 40,875 44,2747 § 429027 [ 42942° 44416 43.319 44,286
32 Conservation and development . 5978 6,228 6.425 7139 6,273 5,531 6,117 6,603 6,769° 6.469° 6,483 6.189 6.028
33 0ther . 79479 81,908 91,185 89,312 89.707 91.737 91,886 | 90,365 ] 90.063" [ 95,645° 93,415 92,355 91,633
|. Not at annual raies. SOURCE. Bureau of the Census estimates for al} series except (1) mobile homes, which are
2. Not seasonally adjusted. private. domestic shipments as reported by the Manufactured Housing Institute and season-
3

ally adjusted by the Census Bureau. and (2) sales and prices of existing units. which are

published by the National Association of Realtors. All back and current figures are available
from the onginating agency. Permit authorizations are those reported to the Census Bureau
from 19,000 jurisdictions beginning in 1994,
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2.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data except as noted

Change from 12 Change from 3 months earlier .
months earlier {annual rate) Change from | month earlier
Index
level,
Tiem 1995° 1995 199 Jan.
1995 1996 1996
Jan. Jan.
Mar. June Sept. Dec. Sept. Oct. Nov. Dec. Jan.
CONSUMER PRICES?
(1982-84=100)
S Alitems . ... 2.8 2.7 32 3.5 16 24 1 3 d 2 K] 1544
2Fo0d....... i 2.6 24 3 3.6 2.7 1.9 3 3 0 4 A 151.0
3 Energyitems ............... 29 8 -1.5 58 -105 1.9 -13 3 -9 1.1 1.9 105.0
4 All items less food and energy . 2.9 3.0 4.1 3.0 2.8 22 2 3 1 1 3 1634
5 Commodities ............. . 1.7 19 26 9 2.0 1.7 1 2 1 A 4 140.3
6 Services ..........ieiii i 35 34 4.8 43 3.0 25 3 3 2 1 3 176.6
PRODUCER PRICES
(1982=100)
7 Finished goods................... ...l 1.7 23 1.6 1.3 1.6 4.1 3 0 4 6 3 129.5
8  Consumer foods. . .. 7 23 -25 =25 8.8 44 1.2 -2 1.1 2 -2 1309
9  Consumer energy..... 4.1 2.5 3.6 1.5 -10.2 10.3 -5 -8 -4 37 2.7 78.5
10 Other consumer goods. .. 14 23 2.6 29 2.3 3.1 3 2 3 2 ~.1 143.8
11 Capital equipment . ............... ... 20 1.8 2.7 1.8 1.8 2.7 1 . 4 A —.1 138.3
Intermediate materials
12 Excluding foods and feeds ................. 5.9 1.9 9.5 39 -6 -9 -2 -2 ~.d B 1 1253
13 Excluding energy...................oooutn 6.3 1.6 10.5 4.2 1.5 -32 .0 -2 -2 -4 -3 134.7
Crude materials
T -89 121 ~4.6 40 34.8 204 35 21 29 -3 -4 1146
15 Energy .. ~4.3 74 —-4.5 14.6 =210 15.7 2.7 -7 2.1 23 73 750
16 Other ...t 177 -~71 20.5 39 -17.6 -19.6 -1.7 -23 -2.1 -1.0 0 161.7
1. Not seasonally adjusted. SOURCE. U.S. Department of Labor, Bureau of Labor Statistics.

2. Figures for consumer prices are for all urban consumers and reflect a rental-equivalence
measure of homeownership.
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2.16 GROSS DOMESTIC PRODUCT AND INCOME

Billions of current dollars except as noted; quarterly data at seasonally adjusted annual rates

1994 1995
Account 1993 1994 1995
Q4 Ql Q2 Q3" Q4
GROSS DOMESTIC PRODUCT
PTotal ... 6,550.2 69314 72417 7.080.0 74478 7.196.5 7.298.5 7,348.1
By source
2 Personal consumption expenditures ... .o 4.454.) 4.698.7 49234 4.796.0 18363 409087 40600 4.988.8
3 Durable goods . . 5307 580.9 606.5 o027 3030 604.0 6158 6132
4 Nondurable goods ......... ... i 1,368.9 1.429.7 1.4%85.2 1.439.0 14710 14809 §-101.4 1.491.2
5 SIVACES o 2,554.6 2.688.1 28317 27344 2N 28179 28528 28844
6 Gross private domestic investment .............. ... . ... 871.1 10144 1.067.5 10501 10720 14563 1.074.8 1,072.7
7 Fixed investment . 850.5 9549 1.029.3 9914 10139 L0163 1.036.6 1.050.5
8 Nonresidential 598.8 667.2 739y 697.9 1230 734 TI63 7553
9 SUUCIURES .ottt i 1718 180.2 20001 1888 194 5 {97.06 202.5 205.8
10 Producers’ durable equipment . . 4270 487.0 53938 S S0 5368 5438 549.5
n Residential structures . ... . .o 2517 2877 289.4 2935 290.4 28519 200.3 295.2
12 Change in business invenlories ............. ... ... ... . 20.6 59.5 R w7 0 282 222
13 Nonfarm ... ... 20.1 459 na, 351 RN 41.5 244
14 Net exports of goods and services -64.9 -96.4 -101.7 -99.7 Hio.o -1224 —100.8 =769
15 Exports ...... . . 660.0 7220 S04.5 763.6 im0 7909 8125 830.1
B6  IMPOrtS ... 7249 8184 906.2 LORR] S0 9193 9133 907.0
17 Government consumption expenditures and gross investment. ... ...... 1.289.9 1.314.7 1.358.5 1.3335 1.346.0 1.359.9 1.364.5 1,363.5
18 Federal ............ ... ... ..ol . 5221 516.3 516.8 5209 5190 3167 508.0
19 Stue and local 7678 798.4 841.7 8126 BRG] 8477 8554
By major tvpe of product
20 Final sales, total ... 6.529.7 6.871.8 7296 TO23 7.089.7 71625 73259
21 Goods ..... 24009 2532 2.660.7 2.600.9 20873 26423 2,698.5
22 Durable . . 1.013.8 1,085.9 1.146.9 11133 LIS 1LE40 1,172.6
23 Nondurable . 1,387.2 1.448.3 15138 14870 TA0R.7 1.508.3 15259
24 Services 3.581.7 37424 3v21.2 3R00.3 RE SR RN 3.984.6
25 Structures ... 547.0 5953 627.7 6l14.1 6198 6157 642.8
26 Change in business iNVENIOTIeS ... .. ... ovue oo 20.6 39.5 Ri A 58.7 S8 AN 38.2 222
27  Durable goods N . 157 39 35.3 331 544 285 202 289
28 Nondurable goods 49 7.7 29 25.0 37 54 9.1 ~6.7
MEMO
29 Total GDP in chained 1992 dollars ............................. 6,383.8 6,604.2 6.740.8 6,691.3 6,701.6 6.709.4 6.768.3 67838
NATIONAL INCOME
B0Total o 51944 na. 5.635.0 5,697.7 57389 5849.2 na.
31 Compensation of emnloyees 3.809.4 $.200.4 4.083.7 EREIK) 42811
32 Wages and salaries 3.095.2 34197 3.330.2 ERURNT 34803
33 Government and government ¢nterprises ................ 584.2 621.7 6083 6163 626.9
34 Other 25110 27980 27119 274006 29730 2,853.4
35  Suppiement to wage: 714.2 789.7 763.0° 778.0 785.6 800.8
36 Employer contributio . . 3333 3657 3558 36018 363,06 370.6
37 Other labor income ... ... i 3809 4240 1078 477 422.0 430.2
38 Proprictors’ income! L 420.0 4779 4094 4720 4747 485.2
39 Business and professional' . . . 388.1 4159 449.2 437.1 4435 4471 4547
40 Farm' Lo C 320 35.0 w7 323 RS 276 30.6
41 Rental income of Persons® .. .. ... 1025 116.6 1222 121.9 120.0 1216 1209 125.7
42 Corporate profiis' P R 464.5 526.8 na. S0X.9 559.0 6l 6§49 na.
43 Profits before tax’ .. 464.3 5282 na. 5704 S04t R84 609.6 na.
44 Inventory valuation adjustment . -6.6 - 133 27.60 - 51 423 ~9.3 -6.8
45 Capita) consumption adjustment . 6.7 (J K. 15.9 17.4 150 14.0 16.5
A6 NEUIMEIESt ...t 398.1 3928 na. 91} J03.9 402.0 3978 na,
1. With inventory valuation and capital consumption adjustiments. 3. For afier—tax prolits. dividends. and the like, sce table 1,48,

2. With capital consumption adjustient, SOURCE. U.S. Depariment of Conumerce. Strvey of Current Business.
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217 PERSONAL INCOME AND SAVING

Bitlions of current dodlars except as noted: quarterly data at seasonally adjusted annual rates

1994 1995
Account 1993 1994 1995
Q4 Qi Q2 Q3 04
PERSONAL INCOMLE AND SAVING
FTotal personal income .. L PN e 5,479.2 5,750.2 6,101.0 58939 59955 6,061.9 6,135.6 6,210.9
2 Woee and sty disbusements 3,090.6 32400 34197 33188 330616 33933 34423 34818
3 Commadany producimg mdustoes 7813 825.0 858.7 £46.0 856.2 859.9 863.8
! Wnttachiing 59301 621.3 6429 636.0 6434 640.5 6429 644.8
S Pastbatne mdusties 6984 739.3 787.8 762.7 768.8 778.6 7954 808.5
G e didustries 1.026.6 1.074.3 1.151.4 11016 11202 1.140.0 11628 1.182.5
T Gorermment wnd gove mmuu LIIlLIl‘II\L\ 584.2 602.5 6217 6083 616.3 619.6 624.1 626.9
ROt Laler incone 3809 4022 424.0 407.8 417.7 4220 4259 430.2
A gl ancote 420.0 4509 4779 469.4 4720 4747 479.6 485.2
1 Baaness and |nnl«\\|nn.|l 3881 4159 449.2 437.1 4435 447.1 4515 4547
i e oo . e 320 35.0 28.7 323 28.5 276 28.1 30.6
EY ROk sieomie of puwm 1025 116.6 1222 1219 120.6 121.6 1209 125.7
[JRSHANFTAN e 186.8 199.6 214.8 206.7 209.5 2122 2158 217
EUb b nterest income FU T 647.3 661.6 7144 678.4 7019 7139 7175 7242
LB e ter s ients 910.7 956.3 1L022.6 974.7 1,002.4 10168 1.029.9 1.041.4
e O age sunvors, dl\uhllll\ and health msaranee benchits 4444 4729 5074 48201 497.0 SO5.4 S10.7 5163
i i Personal comtmibutions For social msuraiee Lo 259.60 278010 2940 2835 2902 2927 296.2 2994
C5 ot s Peranad mcome . . A 54792 5.750.2 01010 SK939 59955 00619 0.135.6 60,2109
1O e Personal tax and noptlax paymients ... e 089.9 7314 794.6 748.1 770.0 8015 7984 808.3
20 s Disposable petsonal weome L L e 1.789.3 50188 53064 51458 52255 5.2604 5.337.2 5.402.5
B! Frsss Personal outlans, 0 o000 45729 4.820.5 5.065.7 49279 49722 5049.0 51046 51372
e s Pessomad saving Lo e 2164 192.4' 240.7 2178 2533 2114 23206 2054
Mg
i to tehained 1992 dollars)
Bt sdomentie product Lo o 24.724.2 25.332.6 34.199.9 25,568.6 25.559.1 25.540.2 256959 25.096.2
Lobor otiad consumption ¢ \punhulm 16.807.5 17.150.4 232237 17.280.5 17.280.3 17.391.7 17.465.5 17.461.0
 Dipeeable preisotial o 18075.0 18.320.0 25.033.0 18.544.0 18.672.0 18.634.0 18,794.0 18.907.0
20 S LHC TPOICUNTE L 4.5 38 45 4.2 438 4.0 4.4 19
GROSN SAVING
27 Gross saving ... e 938.4 1.035.9 na 1.064.9 1105 1,092.3 1,155.7 na.
e prvate saving . e e 964.5 1.000.0 na L0128 10399 1.007.3 1.076.1 na.
T Peronal sining L AN o P 2t6.4 1924 240.7 217.8 2533 2114 2326 2654
WY b adisinbuted corporate |~mt|l\ D 1034 1202 n.. 136.8 120.6 122.3 162.0 n.a.
HCorporne mventon yaluation .ul|u\l|nun D -6.6 -133 =276 -228 =519 -42.3 -9.3 -6.8
Copina? Cosaniption allowdaices
S Cogpaiate L e PN 417.0 441.0 454.0 4393 4444 4513 456.9 463.6
SUNGncapotate L .. O 223 237.7 2251 217.3 220.2 2247 2333
sovernment suphis, or dehiclt C ), national meome and
product accounts B e e -159.8 -90.2 n.a, -91.1 —-74.4 —06i.5 -067.7 na,
T hederad —254.7 ~189.9 na = 1904 —173.3 = 160.5 =161.6 na,
co S amd local L . J 94.9 99.7 n.a 99.3 99.0 99.0 939 na,
Gross inseshment ... e 993.5 1,087.2 N L104.5 1,146.7 L1139 1150.7 n.a.
TN G private domesie Investmen LoD K711 1.014.4 1.067.5 1.050.1 1.072.0 1.050.3 1.074.8 1.072.7
SOONCLoreign nveshiment L e - ¥8.2 ~139.6 nan - 161.9 - 1444 = 1601 — {489 1l
e Statistical discrepaney . ... o L 551 313 na. 39.7 36.2 21.6 =50 na.

1o Wth vemony vabuabion and capital consumption adjustments.
Wt captd consumption adjustsient

SOURCE. U.S. Departtient of Commerce, Swrvey of Current Business.
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data seasonaily adjusted except as noted'

1994 1995
ftem credits of debits 1992 1993 1994
Q3 Q4 Ql Q2 Qar
| Balance on current account. . ... —61.548 —99.925 — 151,243 -39.714 —39,025 —43.267 —39.482
2 Merchandise trade balance . . . —96,106 —132,618 = 166.099 ~44.627 ~45,030 ~48.802 —-H 433
3 Merchandise exports .............. oo 352 456,823 502.485 127.384 138,061 142 850 5.
4 Merchandise imports. . ... ... . oo —~589.441 ~668.584 172011 —-183.111 —191.652
5 Military transactions, net. 448 2148 1.124 342 587
6 Other service ransactions. net 57.328 57.739 14.696 15.068 14,782
7 Invesiment income, net . 9.000 =9,272 -2.533 -1.961 =604
§  US. government granls. ............ -16311 - 15814 X -2.867 —2.284
9 U.S. government pensions and other transfers. . ............... —-3.785 -4.247 - I 064 ~782 -989
10 Private remittances and other transfers. ... ... ... - H 330 —13.988 —15.700 —-3322 -3975 —3.947
[1 Change in U.S. government assets other than official
reserve assets, net (increase, ~). ... - 1.661 ~330 ~322 —283 —931 — 180 136
12 Change in US. official reserve assets (increase, ~) 3.901 - 1,379 5.346 - 165 2,033 -2 —1.893
13 Gold e ) 0 0 G 0 0 0
14 Special drawing rights (SDRs)............... 2316 -537 =441 ~ 11 -121 ~ 156 362
15 Reserve position in International Monetary Fund ~2692 ~44 494 273 ~27 ~T46 ~991
16 Foreign currencies . AU 4277 =797 5,293 -327 2181 — 1,780 -1.204
17 Change in US. private S —68.115 = 182.880 — 130,875 ~27.492 ~-56,258 -97.340 —41.098
18 Bank-reported claims”. . ... .. ... . 200,895 29.947 915 1.590 —39982 14.851
19 Nonbank-reported claims . . . 45 1,581 ~32.621 ~%8.051 ~18.499 Cee
20 U.S. purchases of foreign securities, net, . . —-46,415 = 141,807 -49.799 - 10976 =217} =34.251
21 U.S. direct investments abroad, net. . ... ... ... .o —42 640 ~72.601 —-49.370 - 10,053 -1 I ‘)"ﬂ -17.128 —-21.695
22 Change in foreign official assets in United States (increase, +) 40,466 72,146 39,409 19.691 ~421 22308 37.836 39479
23 US. Treasury securities. . ......... AN . 18,454 48,952 3().723 16477 7470 10,131 25,169 20.597
24 Other ULS, govesnment obligatio 3949 4.062 X 2222 1228 1.126 1.326 518
25 Other U.S. povernment liabilities 2,180 1,706 2‘21 I 494 692 ~154 506 194
26 Other US. Imhlhlus n.pnrlul by U S nks” . . . 16,571 14,841 2923 1.298 —9.856 10,040 7.886 18,398
27 Other toreign official ASSCIS™ . o oo e e e - 0688 2585 ~2473 —~R00 45 265 2,949 —~228
28 Change i foreign private asscts m United States Gincrease, +) 113357 176,382 251,956 60.045 85.136 72.533 86,495 66,185
29 US. bank-rcported liabili ies® S 15461 20,859 114396 19.650 34,676 -531 12,239 ~ 19958
30 U.S. nonbank-repored liabilitie: L. .. . 13.573 10,489 —~4.324 487 -5242 10113 10,527 s
31 Foreign privite purchases of U.S. Treasury sccuriti . 36.857 24,063 KERIN] 5428 25929 29910 30315 36.778
32 Foreiga purchases of other U.S. securities, net ....... . 20.867 79.864 58.625 14,762 10,195 5816 20,549 30,024
33 Foreign direct investments in United States, net . ... 17.599 41,107 49,448 19.718 19,578 17,225 12,865 19.341
34 Allocation of special drawing vights. ... oL [i] [t} 0 0 0 0 a 4]
35 Discrepancy -26,399 35,985 ~14.269 - 12,082 13718 19,527 19.178 —23330
36 Dueto s I . . . . N o . 0,041 782 6,183 331 —-7.086
37 Belore seasonal adjustment -26.399 35985 - 14,269 =5441 12936 13,344 18.847 - 16244
MEMO
Changes in official assets
38 U.S. official reserv s (i 3,901 -1370 5.346 — |65 2033 ~5318 ~2722 - 1,893
39 Foreign ofl
ncre: 38,286 70.440 37,198 19.197 ~LH3 22462 37,330 39,285
40 Change in Organization of Petroleum Exporting Countrics ollicial
assets in United States (part of line 22) . ......... ... ... 5942 =377 —-1.184 3564 1120 =322 =1 6,365
i. Seasonal factors are not calculated for lines 12-16, 18-20, 22-34, and 38—40. 4. Associated primarily with military sales contracts and other transactions arranged with
2. Data are on an international accounts basis. The data differ from the Census basis data, or through foreign oflicia
shown in table 3.14, for reasons of coverage and timing. Military exports are excluded from 5. Consists of investments in U.S. corporate stocks and in debt securities of private
merchandise trade data and are inctuded in line 5. corporations and state and local governments,
3. Reporting banks include all types ol depository institutions as well as some brokers and SOURCE. ULS. Department of (‘nmmcrcc, Bureau of Economic Analysis, Swrvey of Current

dealers. Business.
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3.11 U.S. FOREIGN TRADE!'
Millions of dollars; monthly data seasonally adjusted
1995
ftem 1993 1904 1995
June July Aug. Sept. Oct. Nov. Dec.P
1 Goods and services, balance ............. —74.842 —-106.214 -111.042 —11,385 = 11,070 —-8.248 —8.245 —8.160 -6.712 -6.777
2 Merchan —132,618 = 166,101 — 174,469 —16,493 —16.226 — 13,504 —13,746 —13.742 =12,176 -12.264
3 Services.. 57777 59.887 63,427 5,108 5.156 5,256 5.501 5.582 5464 5487
4 Goods and services, exports .. ............ 644,579 701,200 783.661 64,681 63,645 66,410 67.460 66,738 67.584 68,329
5  Merchandise e 456,824 502,484 574,878 47.381 46,372 49,084 49,779 48,982 49,584 50,461
6 Services ... 187,755 198,716 208.783 17.300 17.273 17.326 17.681 17,750 18,000 17.868
7 Goods and services, imports. ............. —-719,421 —-807414 ~894.703 ~76.066 =74.715 —74,658 ~-75.705 —74.898 —74.296 ~75.106
& Merchandise R —580.442 | —668,585 [ ~749.347 -63.874 —62,598 ~62.588 ~63.525 -62.724 —~61.760 ~62,725
9 Services ... —129.979 ~ 138,829 —145.356 —12.492 =12,117 -12.070 ~ 12,180 -12.174 ~12.536 -12,381

I. Data show monthly values consistent with quarterly figures in the U.S.
payments accounts.

balance ol

3.12 US. RESERVE ASSETS

Mitlions of dollars, end of period

SOURCE. FT900,
Economic Analysis.

U.S. Department

ol Commerce,

Burcau of the Census and Burcau of

1995 1996
Asset 1992 1993 1994
June July Aug. Sept. Oct. Now. Dec. Jan."
PTotal oo 71,323 73442 74335 90,063 91,534 86,648 87,152 86,224 85,755 85,832 82,117
2 Gold stock, including Exchange
Stabitization Fund’ .................. 11,056 11,053 11.051 11,054 11.053 11,053 051 11,051 11050 11.050 11,052
3 Special drawing rights™. .. 8,503 9,039 10,039 (1.869 11,487 11,146 11,035 10,949 11,034 11,037 10,778
4 Reserve position in Intern
Fund” . 11,759 11,818 12,030 14,276 14761 14,470 14.681 14,700 14,572 14,649 14312
5 Foreign currencies 40,005 41.532 41215 52,864 54,233 49979 50.385 49.524 49,089 49,096 46,575

1. Gold held “under carmark™ at Federal Rescrve Banks for foreign and international
accounts is not included in the gold stock of the United States: see table 3.13, line 3. Gold
stock is valued at $42.22 per hine troy ounce.

2. Special drawing rights (SDRs) are valued according to a technique adopted by the
International Monctary Fund (IMP) in July 1974, Values are based on a weighted average of
exchange rates for the currencies of member countries. From July 1974 through December
1980, sixtecn currencies were used; since January 1981, five currencies have been used. US.

SDR holdings and reserve positions in the IMF also have heen valued on this basis

1974,

ince July

3. Includes allocations of SDRs by the International Monctary Fund on Jan. 1 of 1he year
indicated, as foltows: 1970—$867 million: 1971--$717 million; 1972—$710 million; 1979—
$1.139 million: 1980—3%1.152 million; 1981—$1,093 million; plus net tansactions in SDRs.

4, Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS'

Millions of -dollars, end of period

1995 1996
Asset 1992 1993 1994
July Aug. Sept. Oct. Nov. Dec Jan.?
I Deposits. ... i 205 386 250 167 190 165 201 275 194 386 165
Held in custody R
2 U.S. Treasury securilies™ . ... ... 314481 379.394 441.866 482506 505613 502,737 506,572 507.075 522950 522170 532,776
3 Earmarked gold“ ........................ 13.118 12,327 12,033 1,725 11.728 11.728" 1728 11,709 11,702 11,702 11,702

[. Excludes deposits and U.S. Treasury securities held for international and regional
organizations.

2. Marketable U.S. Treasury bills, notes, and bonds and nonmarketable U.S. Treasury
securities, in cach case measured at face (not market) value.

3. Held in forcign and international accounts and valued at $42.22 per fine troy ounce: not
included in the gold stock of the United States.



Summary Statistics  AS55

3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

1995
ftem 1993 1994
June July Aug. Sept. Oct. Nov. Dec.P
UTotal' o 482915 520,578 580,151 604,548 612,972 619,517 618,417 632,446 629,160
By rype N
2 Liabilities reported by banks in lhex United States” 69,721 73,031 91,573 93,801 104,791 110051 107,870 109,232 105,643
3 US. Treasury bills and centificates™. . .................o il 151,100 139,570 154,517 159.654 157.516 163.093 157.987 171.366 168,534
U.S. Treasury bonds and notes
4 Marketable. . . R LR R PR RS 212237 254059 274,342 291,132 290,768 286,243 291948 291,033 293,684
5 Nonmarketable e 5,652 6,109 6.245 6,288 6.329 6,360 6.407 6,449 6.491
6 U.S. sccurities other than U.S. Treasury securitics® ................ 44,205 47.809 53474 53,673 53.568 53,764 54,205 53,366 54.808
By area
T EUIOPE, e 207,034 215,024 223853 224,380 221,130 222 869 222,679 228,180 221,604
8 Canada. . 15.285 17,235 19,549 21,746 21.508 20,522 20355 19.535 19473
9 Latin America and Caribbean ........... .. oo 55.898 41,492 50.327 58.126 63,383 63,424 61,335 62,060 65.826
10 Asia 197,702 236,819 278,767 290,878 297343 303.809 305,053 311,638 310955
11 4,052 4.179 4427 4,309 4433 4,684 4.761 6.086 6,296
12 Other countries 2,942 5.827 3226 5.107 5173 4.207 4,232 4.945 5004

1. Includes the Bank for International Settlements.

2. Principally demand deposits. time deposits, bankers acceptances, commercial paper.
negotiable time certificates of deposit. and borrowings under repurchase agreements.

3. Includes nonmarketable certificates of indebtedness and Treasury bills issued to official
institutions of foreign countries.

4. Excludes notes issued to foreign official nonreserve agencies. Includes current value of

zero-coupon Treasury bond issues to foreign governments as follows: Mexico, beginning
March 1988, 20-year maturity issue and beginning March 1990, 30-year maturity issue;

Venezuela. beginning December 1990, 30-year maturity issue: Argentina, beginning Aprit
1993, 30-year maturity issue,

5. Debt securities of U.S. government corporations and federally sponsored agencies. and
U.S. corporate stocks and bonds.

SOURCE. Based on US. Department of the Treasury data and on data reported to the
department by banks (including Federal Reserve Banks) and sceuritics dealers in the United
States, and on the 1989 benchmark survey of foreign portfolio investment in the United
States.

3.16 LIABILITIES TO, AND CLAIMS ON, FOREIGNERS Reported by Banks in the United States’

Payable in Foreign Currencies

Miilions of dollars. end of period

1994 1995
ltem 1991 1992 19937

Dec Mar. June Sept.
1 Banks' liabiliti 75.129 72.796 78.259 89,661 96,190 106,715 102,148
2 Banks' claim: 73,195 62,799 62,017 60,279 72,694 77.471 69,312
B Deposits 26,192 24,240 20,993 19,670 24,440 28915 25,648
4 Other claims .. ... e 47,003 38,559 41,024 40,609 48,254 48,256 43,664
5 Claims of banks™ domestic customers 3,398 4,432 12.854 10,587 8.732 9.890° 6,274

I, Data on claims exclude foreign currencies held by U.S. monetary authorities.

2. Assets owned by customers of the reporting bank located in the United States that
represent claims on foreigners held by reporting banks for the accounts of the domestic
customers.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States’

Payable in U.S. dollars
Millions of dollars, end of period

1995
ltem 1993 1994 1995
June July Aug. Sept. Oct. Nov. Dec.?
BY HOLDER AND TYPE OF LIABILITY
I Total, all foreigners........................... . ... 926,672 | 1,018,472"| 1,093,270 | 1,058,071" | 1,060,388" | 1,076,399" | 1,073,999" | 1,099,123 | 1,105,061 | 1,093,270
2 Banks’ own liabilities. . ............. .. ..o 626,919 722,155 747355 | 735.824") 731,017"| 745.652"1 735112 762,614 754,816 747,355
3 Demand deposi .. 21,569 23,386" 24,353 22,252 24,104° 21,779 23,703 23,159 23,114 24,353
4 Time depo: . | 175.106 186,512° 192,680 | 195237"] 191,793" [ 197.099" ] 188,153 202,532 193,829 192,680
5  Other’ ... 111,971 116,699 138,240 | 123.304" | 141,518 [ 139305 | 136,559" 146,364 153,912 138,240
6 Own foreign offices’ . 318,273 395,558 392,082 395,031 373,602 387,469 386,697 390,559 383961 392,082
7 Banks® custodial liabilities® . . ... .. e 299,753 296,317 345915 | 322247 329371 330,747 338,887 336,509 350,245 345,915
8 US. Treasury bills and certificates™. ................ 176.739 162,857 197,101 182,204 188,621 187.318 193.070 189,285 201,890 197,101
9 Other ncgotiable_and readily transferable
T 36,289 42,532 52,247 45.112 44,514 45,175 47,279 47,905 50,220 52,247
10 86,725 90,928 96,567 94,931 96,236 98.254 98,538 99,319 98,135 96,567
t! Nonmonetary international and regional organizalions“. .. 10,936 8.606 9,461 9.966" 12,185" 10,289" 13,0117 10,202 9,561 9461
12 Banks’ own liabilities . 5,639 8,176 8,769 9,162 13,014 8,985" 12,120 8374 8,106 8,769
13 Demand deposi 15 29 21 114 43 40 24" 77 33 21
14 Time deposi . 2,780 3,298 4,311 4,579 5,057 4,642 4315 3.901 3,576 431§
15 Other’ ... .. .. 2,844 4,849 4,437 4469 6,014 4303 7.781" 4,396 4497 4437
16 Banks’ custodial liabitities® ... ............. 5297 430 692 804 1,071 1,304 891 1,828 1,455 692
17 U.S. Treasury bills and centificates®. ... ........... 4275 281 350 312 551 826 354 1,342 962 350
18 Other negotiable_and readily transferable
instruments’ 1022 149 341 492 520 478 537 486 493 341
19 Other . ... e 0 0 | 0 0 0 0 0 0 1
20 Ofticial institutions’ 220.821 212,601 274,177 246,090 253,455 262,307 273,144 265,857 280,598 274,177
21 Banks’ own habi 64,144 59,580 81,706 73.119 75,437 83,392 85998 83.588 85,277 81,706
22 Demand depos 1600 1,564 2,101 1,398 1,429 1,547 1,362 1,646 1,690 2,101
23 Time deposits” . . 21,653 23511 30,101 27,253 29441 31,600 32.048 30,385 30,353 30,101
24 Other’ ... 40,891 34,505 49,504 44,468 44,597 50,245 52,588 51.557 53.234 49,504
25  Banks' custodial Habilities® ... ... ............... 156,677 153,021 192,471 172,971t 178,018 178,915 187,146 182,269 195,321 192,471
26 U.S. Treasury bills and certificates® . 151,100 139,570 168.534 154,517 159,654 157516 163,093 157,987 171366 168,534
27 Other negotiable_and readily transferable
INSIUMERTS . ... ... 5482 13,245 23.593 18.325 8,159 20,735 23777 24,028 23.600 23,593
28 OMEr .. e 95 206 344 129 205 664 276 254 355 344
29 Banks' . 592,171 | 681,301 | 687,649 1 68582771 665993 | 684260 | 670524" | 699341 | 687.649 | 687,649
30 Banks® own liabilities. . 478,755 566,411 564,309 | 566,356" | 545,391 562,829 547916 575910 562,349 564,309
31 Unaffitiated foreign banl 160,482 170.853 172,227 171,325 1 171,789 175,360 161,219 185.351 178.388 172,227
32 Demand depogits 9,718 10,633 11,740 10,554 12,121 10,061 11,817 11,339 11,232 11,740
33 Time deposits~ . 105,262 1§71 104,423 111,435 104,477 108,855 98.861 114,650 105,675 104,423
34 Other ...... 45,502 49,049 56,064 49,336 55.191 56,444 50,541 59,362 61,481 56,064
35 Own foreign oftices’ 318,273 395,558 392,082 | 395031 373,602 387469 386,697 390.559 383,961 392,082
36 Banks' custodial liabitities® ... ... .. ... ...l 113,416 114,890 123340 | 11947] 120,602 121,440 122,608 123,431 125,300 123.340
37 USS. Treasury bills and certificates®............... 10,712 11,240 15,634 15,021 15,535 15,489 16,170 16,429 16,687 15,634
38 Other negotiable_and readily transferable
BSEAUMENIS . . e 17,020 14,505 13,035 11,188 10,583 10,142 9.690 9,754 13,070 13,035
39 Other ..o 85.684 89,145 94,671 93.262 94,484 95,809 96,748 97,248 95,543 94,671
40 Other fOreigners ... .. ottt iineanas 102.744 115,964" 121,983 116,188 | 1287557 119,534" | 117,320° 123,723 127,253 121,983
41 Banks' own liabi 78.381 87.988" 92,571 87,187 99,075° 90.446" 89.,078" 94,742 99,084 92,571
42 10,236 11,160 10,491 10.186" 10,511 10,431 10,500° 10,097 10,159 10,491
43 TN .. 45411 48,532" 53.845 51,970 52,848" 52,002° 52,929" 53,596 54.225 53.845
44 e 22,734 28,296 28,235 25,0317 35,716 28313 25,649 31,049 34,700 28.235
45 Banks’ custodial liabilities 24.363 27976 29412 29,004 29,680 24,088 28.242 28,981 28,169 29412
46 U.S. Treasury bills and certificates®. . ............. 10,652 11,766 (2,583 12,354 12,881 13,487 13,453 13,527 12.875 12,583
47 Other negotiable_and readily transferable
instruments’. ... 12,765 14.633 15,278 15,107 15,252 13.820 13,275 13,637 13,057 15,278
48 Ol 946 1.577 1,551 1,540 1,547 1,781 1.514 1817 2.237 1,551
MEMO
49 Negotiable time certificates of deposit in custody for
foreigners. ... ... i 17.567 17.895 9.098 12,157 10,179 10,409 9938 10,290 10,064 9,098

t. Reporting banks include all types of depository institations as well as some brokers and
dealers. Excludes bonds and notes of maturities ionger than one year.

2. Excludes negoliable time certificates of deposit, which are included in *Other negotia-
ble and readily transferable instruments.”

3. Includes borrowing under repurchase agreements.

4. For U.S. banks, includes amounts owed 1o own foreign branches and foreign subsidiar-
ies consolidated in guarterly Consolidaied Reports of Condition filed with bank regulatory
agencies. For agencies, branches, and majority-owned subsidiaries of foreign banks, consists
principally of amounts owed to the head office or parent forcign bank, and to foreign
branches, agencies, or wholly owned subsidiaries of the head oftice or parent foreign bank.

5. Financial claims on residents of the United States, other than long-term securitics, held
by or through reporting banks for foreign customers.

institutions of foreign countries.

deposit.

8. Principally the Inter

| Bank for R

6. Includes nonmarketable certificates of indebtedness and Treasury bills issued 1o official
7. Principally bankers acceptances, commercial paper, and negotiable time centificates of

struction and Development, the Inter-

American Development Bank, and the Asian Development Bank. Excludes “holdings of
doilars™ of the International Monetary Fund.

Settlements.

10. Excludes central banks, which are included in “Official institutions.”

9. Foreign central banks, forcign central governments, and the Bank for International
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'—Continued
1995
ftem 1993 1994 1995
June July Aug. Sept. Oct.! Nov. Dec.?
AREA
50 Fotal, all foreigners. .. ... . 926.672 | LOIS4727| 1,093.270 | £,058,071" | 1,060,388" | 1,076,399° | 1,073,999" | 1,099,123 | 1,105,061 | 1,093,270
51 Foreign countries ... oo 915,736 | 1.009,866" [ 1,083.809 [ 1.048,105" | 1.048.2037 | 1,066,110 | LO60.988" | 1,088,921 { 1,495,500 | 1,083,809
52 BUIOPE . o 377911 39314 364276 374.851" 377,662 376,545 362.080 377.102 364,276
53 Austri 1917 3.653 3.726 3.855 3923 3,869 5221 4.887 3.726
54 Belgium and Luxembourg 28,670 21.978 24,626 21.079 24.803" 24,598 24,039 25.192 24626
55 Denmark 4517 2,784 2921 2 -ﬂ" 2031 2468 2476 3177 2921
56 Finland. .. 1.872 1436 2829 55 2.390 2270 1,972 2419 2315 2.829
57 France ... 40316 45217 39,194 45 U%h' 42,880 3801 43128 40410 39,194
58  Germany .. 260.683 27,191 24062 34345 33,794 31.390 "6 '56" 26,798 24062
B GICeCC oo 1,519 1,393 2011 2.365 231 2019 2,265 2011
60 haly ... 11,759 10.885 10,670 10,373 10,223 8947 Il) 10,759 10.670
6l Netherland 16.096 16.033 15.211 11.449 11.743 13,107 [RK ()()l) 15541 15211
62 Norway .. 2,966 2,338 1.394 1.305 119 Lot 1.048 1.287 1.394
63 Port 3306 2.846 2755 2.675 3165 3.033 2090 2718 2755
64 Russil ..o 2511 2714 7949 7171 6313 6.367 7338 8979 7949
65 Spain ... 20,496 14.675 10,011 11558 9.127' [4X ()(KV 10,100 13467 10.809 10,011
66 Sweden ... 2738 3094 3.245 2.208° 2.896' 3,167 2,035 3,720 3,245
67 Switzertand 41,560 41,956 43,604 42,192 41044 41406 42,588 $1178 43.604
68 Turkey... 3227 3341 4124 : 2973 3523 3936 1,067 4,010 4124
69 United Ki 133,993 163,793 139419 141,165 151341 150,781 141,577 147,448 148,384 139419
70 Yugostavia' ... . 3 245 177 220 214 146 205 210 171 177
71 Other Europe and other former USSR, 33331 27,769 26,348 25349 24811 23588 23885 22941 K304 26,348
T2 Canada. .. 20,235 24727 26,139 29,458 28.898 28.296 28872 35,358 27.730 26,139
73 Latin America and Caribbean . 362238 423797 438213 444089 436,258 347,523 434352 139,956 436,613
74 Argentina. i4.477 17.203 12.236 10.873 12404 11.539 11,180 11.539 13.034
75 B.lh.\mus 73820 104.002" 94,622 97.402° 88.731" 96.017" 92 850" 96,287 87,719 ‘)4 622
76 Bermuda . S.17 8448 4.897 7.074' 702! 6,794 5.990' 6,589 6,561 4897
77 Buil. . ... 5301 9.145 23764 18.250 21,232 26,743 27.592" 27.3066 27.364 23,764
78 British West Inclies . 193.699 236853 252401 245,065 244291 234,629 236,039 240,339 236,853
79 3183 312 3421 3.320 2677 2,890 2,698 2574 2.696 3421
80 371 4015 3.658 3276 3432 3349 3257 3,309 3443 3.638
&1 33 13 8 S Al 3 4 13 8 8
82 880 875 1.315 1179 INRN 1.t60 1,130 [IR18} 1,307 1.315
83 1.207 121 1.271 129 1100 i.122 1.197 1068 1.210 1.271
84 410 529 477 449 426 444 484 430 447 477
85 28019 12,250 24580 19,201 21006 2020 22,069 20924 20010 24,580
86 4.080 5217 4,682 4,628 6,068 4778 S016 5,349 5.644 4,682
87 3,582 4.551 4.200 4314 4.641 4,998 4,682 4.501 4.287 4200
Rt 929 900 973 997 944 1.028 909 897 916 973
89 1611 1.597 1.828 2.031 1,952 1.937 1.839 1.856 1912 1.828
Y0 12,786 13983 178! 11,248 1482 FL 195 11,971 12,6042 11,624 11,781
91 6.327 6,700 7.587 7212 0,882 FALN 6,849 7112 7.002 7.587
92 ASKL. L 144.527 155,042 240.750 184,352 192264 199,624 223057 222979 240,750
China
93 Peaple’s Republic of China 1011 10,066 33774 10,579 11,908 [3.208 22273 22,304 33774
94 Republic of China (Taiwan) . 10.627 9844 11.706 9,751 9,165 9838 10,253 10,729 11,706
95 Hun" Kong ....... 17,132 17,102 20319 23,040 24,152 21.852 20879 20319
96 14 2 3373 2,106 2745 2914 300 3373
97 1.986 2,708 2019 2175 2,366 204 2708
98 4435 4071 4573 4723 1200 3812 4,071
99 Japan 61.466 61284 109,192 83.370' 8917 104,315 104,566
100 Korea . 4913 5024 5743 4989 4.883" S460 5.367
101 Philippines. ... oo oo oo 2,035 2714 3.0960 2539 2793 2786 2844
102 Thaitand 6,137 6,460 12.253 11,502 V77 11,803 10,458
103 Middle Eastern oil-¢: 15.822 15489 15.582 16,851 16,474 15,779 16.895° 17.350
04 Other ..o 14,849 15471 18,939 16,933 15949 19034 17,931 18,426 18,446 lK ‘)'%‘)
6,633 6,523 7,641 0.784 6966 6,989 7.033 7211 7,793 7.641
1.X79 2,136 2044 1.840 1.924 2127 1,948 1907 2,136
97 104 90 94 87 79 66 60 HO4
South Afri 433 734 5960 1,002 740 467 034 1.200 739
109 Zaire .. 9 10 18 i3 i3 9 4 9 10
1o Oil-export 1,343 1,797 1418 1,364 1.667 1,792 1.544 1,826 1.797
bt Other 2762 2855 2518 2653 2.550 2559 2715 2785 2855
112 Other . 6036 6.790 3671 0,155 7333 5594 6,315 6,853 6.790
113 Aest S5.442 5.648 2944 5473 5459 4,777 5.007 5758 5,048
114 Other 894 1142 727 0682 1.674 817 1308 1095 1142
115 Nonmonetary nuun.llum.ll and regional organizations. 10,936 8.606 9361 9,966 12,185 10.289° 13011 10,202 9,561 946l
te  Imemationat®™ .. 6.851 7.537 7812 B34 10,496 8.273° 11.279" 8,366 8.237 7.812
17 Latin /\nu.rlun 3.218 613 893 804 834 FOLO 876 552 371 893
18 Other regionat® 867 456 756 848 855 1.006 856 1.284 953 756

1. Since December 1992, has excluded Bosnia, Croatia, and Slovenia.

12, Includes the Bank for [ntesnational Settlements, Since  December 1992, has
included ali parts of the former U.S.S.R. texcept Russia). and Bosnia, Croatia, and Slovenia,

3. Comprises Bahrain, tran, rag. Kuwait. Oman, Qutar, Saudi Arabia, and United Arab
Emirates (Trucial States).

4. Comprises Algeria. Gabon. Libya, and Nigeria.

“holdings of dofars™

15, Principally the Tnternational Bank for Reconstruction and Development. Excludes
of the nernational Monetary Fund.
16. Principally the Inter-American Development Bank.,
17, Asian. African. Middle Eastern, and European regional organizations, except the Bank

for International Setilements, which is included in ~*Other Europe.”
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States!
Payable in U.S. Dollars

Millions of dollars, end of period

1995
Area or country 1993 1994 1995
June Juty Aug.| Sept.” Oct.’ Nov. Dec.?
I Total, all foreigners. . ............................. 488,384" | 486,263" | 525963 | 521,761" | 508,977 | 521,107 515,042 522,609 533,806 525,963
2 Foreign countries . ........... ... ... ... .ol 485,979" | 481,672" | 524,097 | 519,128" | 507,660" | 519,690 512,215 520,951 532,385 524,097
FEUOPE ... 123,784 | 125807 130,424 129976" | 127.027" 127,681 116,578 131,504 131,643 130424
4 Austria ................ . 412 692 565 581 616 685 670 880 639 565
5 . Belgium and Luxembourg . 6,532 6.738 7.557 5.149 8.073" 8,257 7,056 7.103 10.691 1,557
6 Deomark ............... 382 1,030 404 599 443 428 410 634 602 404
7 Finland .. 594 691 1.055 394 967 1,001 {,221 1916 1,097 1055
8  France ... 11.822 12,768 14,742 15,363 15,443° £5.200 13956 14,807 15,259 14,742
9 Germany . 7,724 7.608 8,812 8.862 7.149° 8,731 8.691 8.081 8431 8,812
10 Greece .. . 691 604 441 442 445 386 385 404 378 444
o taly ...... . 8,834 6,043 5,364 6,736 6,070" 5,757 5,921 5,651 5,390 5,364
12 Netherlands . 3.063 2,957 5.048 4356 4,478 4,354 4.696 4471 4,907 5.048
13 Norway .... 396 504 665 1019 1.206 1,047 1.392 1,456 1.375 665
14 Portugal . 834 938 897 1208 987 916 1.036 862 897
15  Russia ... 23410 949 660 508 495 506 696 949 660
16 Spain 3717 3.530 2169 3,566 3,640° 3.494 3162 3,191 2.169
17 Sweden .. .. 4.254 4,098 2057 2,940 3.580" 2,840 2.642 2,362 2057
18 Switzerland 6,605 7493 7.087 10,291 7.540 7.362 6,320 5910 7,087
19 Turkey ......... 1,301 874 785 713 725 768 830 926 785
20 United Kingdom . 62,056 66.858" 67.661 65,949 63.871" 64,607 69,016 66,912 67,661
21 Yugoslavia®. ... . 473 265 147 229 230 230 233 237 147
22 Other Europe and other former USSR ... .. ... 1.784 t.167 4,308 1,071 1,069 1412 2,166 1,525 4.308
23 Cunada ... 18.620° 18,298" 16,017 19.750" 18.903" 17.306 18.623 17,834 17014 16,017
24 Latin America and Caribbean .. ..................... 2250797 1 2240607 | 257243 | 244315" | 238,847 | 250.189 250335 251,306 266,631 257,243
25 Argenting ... . 4474 5845 6.440 6.598 6,242 6.151 6.114 6,003 6,090 6,440
26 Bahamas . . 63,353° 66,775" 59,236 63,931" 59,906 61,224 62 888 55.788 60,030 59,236
27 Bermuda . 8,904 8,481 5.818 8,549 6.373 8.944 6,295 5,537 8,096 5818
28 Brazil .......... 11,848 9582 13.297 11,525 12,511 12,962 13,022 13334 12978 13.297
29 British West Indies . 99.319° 95,766° 123,797 114,258" | 114,504" 117.892 120,013 123,682 129,500 123,797
30 Chile 3.643 3.819 5.036 4,341 4264 4.663 4.388 4,660 4,775 5036
3t Colombia 3481 4.004 4,544 4,033 4.183 4,270 4,358 4,593 4,516 4.544
32 Cuba .. 0 0 0 0 0 0 0 0 0 0
33 Ecuador ... 681 681 811 768 725 805 846 847 811
34 Guatemala . 288 366 447 344 350 361 385 424 447
35 Jamaica .. .. 195 258 323 264 290 287 289 285 323
36 Mexico ..., .. 15,720 17.728 17.985 17.285 16,832 16,486 16,656 16.804 17,985
37 Netherlands Antilles . 2,683 1,580 9.228 2.881 6,313 5.602 9,233 12.048 9228
38 Panama ....... . 2,894 2,184 3.021 2514 2,503 2,594 2.846 3,044 3,021
39 Peru ... . 657 997 1,818 1,360 1,368 1.464 1,504 1,577 1818
40 Uruguay ... 969 503 472 377 424 386 441 451 472
4! Venezuela . . . 2910 1.831 1,656 1,611 1.596 1,480 1.826 1,678 1.656
42 Other ..o 3.363 3.660 3314 3,676 3,670 3,682 3,792 3.686 3.48¢ 3314
A3 ASI L. 111,775 107.350 115,273 118,807 | 117.212° 118,234 120,194 114,558 111,360 115.273
China
44 People’s Republic of China ..................... 2271 836 1,023 1,143 1,206 1,163 1306 1,241 1,069 1,023
45 Republic of China (Taiwan) . 2.625 1,447 L713 1,796 1915 1,600 1,584 1.595 1,484 1,713
46 Homg Kong ................ 10.828 9,162 12,890 14,934 14,756 14.520 15,677 12,539 10,710 12,890
47 india ...... 589 994 1.846 1,210 1,732 1,905 1.944 1,924 1,823 1,846
48 Indonesia 1.527 1,470 1,675 1.443 LS16 1.620 1.596 1,623 1,580 1675
49 lIsracl .. .. 826 688 736 950 749 700 712 886 728 736
50 Japan ....... . 60,032 59,428 61,303 61,050 61,280" 63,301 63,075 61,878 60.522 61,303
51 Korea (South) 7.539 10,286 14.062 12,669 13,134 12.836 12,975 13,340 14,038 14,062
52 Philippines . .. 1410 662 1,350 918 598 623 725 673 789 1.350
53 Thailand . 2,170 2,902 2.581 2,688 2,670 2,594 2,594 2,568 2,538 2,581
54 Middic Eastern oi . .. 15,115 13,743 9,629 12,571 11,948 11,403 16,723 9.963 9,604 9,629
S5 Other oo e 6,843 5,732 6,465 7435 5708 5.969 6,273 6,328 6475 6,465
SO Africa .. e 3.861 3,028 2.724 2919 2,907 2,826 2,705 2,783 2,732 2,724
57  Egyp ... .. 196 225 209 204 193 194 202 224 268 209
58 Morocco . 481 429 514 686 645 653 647 457 433 514
59 South Africa 633 671 459 563 531 544 454 604 462 459
.......... 4 2 i 2 7 2 2 { t |
1,129 842 552 657 659 614 615 586 578 552
1418 859 989 807 872 819 785 g1t 990 989
2,860 3,129° 2416 3,361 2,764 3454 3,780 2.966 3,005 2416
2,037 2,186 1,571 1,999 2,072 2072 2,639 2,095 1,969 L571
823 943" 845 1,362 692 1,382 1,141 871 1,036 845
66 Nonmonctary international and regional organizations® . . . 2.405 4,591 1,866 2,633 1317 1,417 2,827 1.658 1,421 1,866
1. Reporting banks inciude all types of depository institutions as well as some brokers and 4. Comprises Bahrain. Iran, Iraq. Kuwait, Oman, Qatar, Saudi Arabia, and United Arab
dealers. Emirates (Trucial States).
2. Since December 1992, has excluded Bosnia. Croatia, and Slovenia. 5. Comprises Algeria, Gabon, Libya, and Nigeria.
3. Includes the Bank for International Settlements. Since December 1992, has included all 6. Excludes the Bank for International Settiements. which is included in **Other Europe.”

parts of the former U.S.S.R. (except Russia). and Bosnia, Croatia. and. Slovenia.
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3.19 BANKS’ OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of dollars, end of period

1995
Type of claim 1993 19947 1995
June' July' Aug.” Sept. Oct.” Nov. Dec?
FPlotab. ..o o 575,500 601,615 .. 649,455 . N 641,020
2 Banks’ claims. . 488.384 486.263 525.963 521,761 508977 521,107 518, 047 522.609 533.806 525,963
3 Foreign publlc borro 29.069 23410 21,681 23,790 19.734 21.449 20,888 19.359 21,681
4 Own forelgn oftices” 285,510 283.548 303,944 301,847 293.151 297,045 303977 308931 303,944
5 Un.\lhll.l(ed foreign bank: 100,865 111.682 97.725 112,479 113.753 112,029 103,904 499,483 97,725
6 Deposits ......... 49,892 59,230 37344 58.793 59,798 57,718 47.106 42904 37344
7 Other......... aae 50,973 52452 60.381 53.686 53.955 5431 56,798 56579 60,381
8  All other foreigners ................... 72,940 67,623 102,613 83,645 82339 90,584 93,840 106.033 102,613
9 Claims of banks’ domestic customers® ... ... 87.116 t15.352 L. 127,694 . o 125978
10 POSIS oo 41,734 64.829 . 69,362 S e 59417
1t Negotiable and readnly transferable
nstruments® ... 31,186 36.008 . 39,237 . PN 45217
12 Outstanding collections and other
claims ... i4.196 14,515 e 19.095 - . 21,344
EMO
13 G liability on acceptances.......... 7.850 8,377 .. 8,739 .. S 8.751
14 Dollar deposits in banks abroad, reported by
nonbanking business enterprises in the
R United States”. .............coe.. 29,150 32,565 n.a. 35,599 34.221 35452 34,274 32321 30,197 na.
1. For banks® claims, data are monthiy: for chaims of banks’ domestic customers. data are principally of amounts due from the head office or parent foreign bank. and from foreign
for quarter ending with month indicated. branches, agencies, or wholly owned subsidiaries of the head office or parent loreign bank,
Reporting banks include all types of depository institution as well as some brokers and 3. Assets held by reporting banks in the accounts of their domestic customers.
dealers. 4. Principally negotiable time certificates of deposit. bankers acceptances, and commeicial
2. For U.S. banks, includes amounts due from own foreign branches and foreign subsidiar- paper.
ies consolidated in quartesly Consolidated Reports of Condition filed with bank regulatory 5. Includes demand and time deposits and negotiable and nonnegotiable centificates of
agencies. For agencies, branches, and majority-owned subsidiaries of foreign banks, consists deposit denominated in U.S. dollars issued by banks abroad.
3.20 BANKS® OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars
Millions of dollars, end of period
1994 1995
Maturity. by borrower and area® 1991 1992 19937
Dec. Mar. June Sept.”
Plotal ..o 195,302 195,119 202,576 202,705" 199,836" 219,480" 216,480
By borrower
2 Maturity of one yearorless................. 162,573 163,325 172,662 176.870" 171,297 191,090 184419
3 Foreign public borrowers 21,050 17.813 17972 15.575 15,758 15.954 14.745
4 Al other foreigners . ... 141,523 145,512 154,890 161,295" 155,539 175,136 169.674
5 Maturity of more than onc ye: 32,729 31,794 29.914 25,835 28.539 28,390 32061
6 Foreign public borrowers . 15.859 13,266 10,881 7.670 7.689 17126 7721
7 Allother foseigners .. ... 16,870 18,528 19.033 18,165 20.850 20,664 24340
By area
Maturity of one year or Jess
8 51.835 53,300 57413 58,473 54,763 60,749 52,374
9 6.444 6,091 7727 7.482" 7472 8.219° 7721
10 43,597 50.376 60,490 62477 64.073" 71.678" 73,923
11 51,059 45.709 41,418 40,696 38,227 44365 44210
12 5 . 2.549 1.784 1.820 1,376 1.227 1,447 1,261
13 Al olher ......................................... 7.089 6,065 3,794 6,366 5.535 4.632 1,930
Maturity of more than one year
14 Europe . 3.878 5,367 5310 3.901 4533 3,704 4,170
15 Canada 3,595 3.287 2,581 2,521 3622 3110 2815
16  Latin America and Caribbean . 18,277 15.312 14,028 12.293 13,074 14,149 17.397
17 Asia .o . 4459 5,038 s5.611 4744 5228 5493 5.698
18 Afric .. 2335 2,380 1.936 1.561 1.605 1,389 1.389
19 Allother' ... .. i 185 410 448 giS 477 545 592

1. Reporting banks inciude all types of depository institutions as well as some brokers and 2. Maturity is time remaining until maturity.
dealers. 3. Inciudes nonmonetary international and regional organizations.
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321 CLAIMS ON FOREIGN COUNTRIES Held by U.S. and Foreign Offices of U.S. Banks'

Billions of dollars, end of period

1993 1994 1995
Area or country 1991 1992
Sept. Dec. Mar. June Sept. Dec. Mar. June Sept.
PTotal. ..o 3435 3447 387.4 | 407.6" | 478.7" | 487.7" | 487.2" | 499.6" | 539.9" | 523.9" | 52457
2 G-10 countries and Switzerland . .. ... ... ..o 1375 131.3 152.0 161.9" 180.8 175.4" 183.8 193.0 208.3 200.3" 195.3"
Belgium and Luxembourg. . B 0 5.6 7.1 74 8.0 8.6 9.6 7.0 8.3 7.3 8.5
4 France................. .. 11.3 15.3 12.3 12.0 16.6 19.1 212 19.7 20.1 9.3 17.5"
5 Germany 8.3 9.1 12.2 12.6 299 250 242 24.7 313 299 28.6
6 laly..... 56 6.5 8.7 77 15.6 14.0 1.6 1.8 10.6 10.7 12.6
7 Netherlands . 0 28 37 4.7 4.1 3.6 35 3.6 36 4.3 39
8 Sweden..... 1.9 23 2.5 27 29 30 26 27 31 30 27
9 Switzerland .. .. 34 4.8 5.6 5.9 6.3 6.5 6.2 69 6.2 6.1 6.0
10 United Kingdom 68.4 59.7 739 84.4 70.0 65.1° 78.4 85.8" 89.9 86.7" 79.8°
i1 Canada....... 58 6.3 97 6.9° 78 9.7 10.0 9.8 10.7 10.8 11.7
120 Japan ... 222 18.8 16.4 17.6 19.6 207 16.5 200 245 221 240
13 Other industrialized countries .......... ... .. .. ..o i 22.8 24.0 260 25.6 422 42.6 425 453 439 432 49.7°
USINA L 6 1.2 .6 4 1.0 1.0 1.0 1.1 9 7 1.2
15 Denmark 9 9 L1 1.0 L1 1.1 9 1.2 1.6 1.1 1.6
16 Finland N 7 6 4 1.0 £ 8 1.0 1.1 S 7
17 Greece 2.6 3.0 32 32 38 4.6 43 4.5 49 5.0 5.1
i8  Norway 1.4 1.2 2.1 1.7 1.6 1.6 1.6 2.0 24 1.8 23
19 Portugal 6 4 10 8 1.2 1.1 1.0 1.2 Lo 1.2 1.7
20 Spain 8.3 8.9 9.3 9.9 13.2 12,6 14.0 13.6 14.1 133 3.3
21 Turkey ............ 14 1.3 2.1 2.1 24 21 1.8 L6 1.4 1.4 2.0
22 Other Western Europe 1.8 1.7 22 26 30° 28 1.0 27 25 26 30
23 South Africa........ .. 1.9 1.7 12 1.1 1.2 1.2 1.2 L0 14 1.4 1.3
24 Australia. ... 27 29 28 23 127 137 15.0 154 12.6 143 17.4
25 OPEC? ... 14.5 158 14.8 7.4 229 216 21.6 239 19.5 203 223
26 Ecuador 7 6 .5 5 5 S 4 .5 S5 7 )
27  Venezuela. 54 5.2 54 5.1 4.7 4.5 39 3.7 35 35 30
28  Indonesia . ....... 27 2.7 2.8 33 34 32 33 a8 4.0 4.1 44
29  Middle East countri .. 42 6.2 49 74 132 124 13.0 150 10.7 id 13.5
30 African countries . ... ... s 1.5 1l 1.1 1.2 1.t it 1.0 9 N .6 6
31 Non-OPEC developing countries .. ..................c.ooii... 64.3 72.6 77.4 83.0 942 94.5 93.0 95.9 98.4 103.6 t03.5
Latin America
320 ARZENUINA . .. ...t s 4.8 6.6 72 77 87 99 105 1.2 14 12.3 10.9
33 Brzil .. 9.6 10.8 1.7 120 12.7 120 93 84 492 10.0 13.1
34 Chile. .. 3.6 4.4 4.7 4.7 5.4 5.1 5.5 6.1 6.4 7.1 6.4
35 Colombia . 1.7 LR 2.0 2.1 22 24 24 26 2.6 26 29
36 Mexico. .. 155 16.0 17.5 17.6 8.8 184 19.6 18.4 17.8 17.6 16.3
37 Peru... 4 5 3 4 .6 6 6 S 6 8 7
38 Other ... o . s 21 2.6 27 3l 28 27 2.8 27 24 2.6 2.6
Asia
China
39 People’s Republic of China ........... ... ... .. ... ..., 3 N 5 2.0 8 8 1.0 1l 1.1 14 1.7
40 Republic of China (Taiwan) . . 4.1 52 6.4 73 76 7.1 6.9 92 85 9.0 9.0
41 India......... ool 3.0 32 29 32 34 37 39 42 38 4.0 44
42 dsrach. ... S 4 4 5 4 4 4 4 6 6 5
43 - Korea (South) . 68 6.6 6.5 6.7 14.1 14.3 14.4 16.2 169 18.7 8.0
44 Malaysia 23 kR 4.1 4.4 52 5.2 39 31 3.9 4.1 43
45 Philippines 37 36 2.6 31 34 32 29 33 30 3.6 33
46 Thailand . . . .. 1.7 2.2 2.8 kN 30 33 35 21 33 38 39
47 Other ASi . ... i 24 31 3.4 31 3l 32 34 47 49 35 36
Africa
8 EEYPl oo s 4 2 2 4 4 5 K 3 4 4 4
49 Morocco . 7 6 6 N 7 7 7 6 6 9 9
50 Zaire. .. .. 0 0 0 0 .0 0 .0 0 0 0 0
St Other Africa’ . ... e 7 1.0 8 ki 1.0 9 9 8 7 6 7
52 Eastern Europe 24 3 3.0 32 34 3.0 30 27 23 1.8 34
53 Russia*. 9 1.9 L7 1.6 1.5 12 1.1 8 .6 4 6
54 Yugoslavia® . e 9 6 6 6 5 5 .5 5 4 3 4
55 Other .. .o . N 6 7 9 14 1.4 1.5 1.4 1.2 1.0 23
56 Offshore banking CeRters. .. .........ooveuinivinvnnneianeans 53.8 58.1 67.9 730" 78.9 80.6" 77.2" 720 85.3" 82.4" 86.4"
57 Bahamas 1.9 6.9 127 10.9° 13.7 133 138 10.7° 13.3 84" 12,6
58 Bemwda............ ...l 23 6.2 55 8. 8.9 6.5 6.0 8.4 87 8.5 6.3
59 Cayman Istands and other British West Ink 15.5 215 15.1 18.0" 17.9° 23.8° 215 19.9 19.4 23.7° 234"
60 Netherlands Antilles .......... 1.2 NI 2.8 2.6 35 25 1.7 1.5 9 25 5.5
61 Panama®......... i4 1.9 2.1 24 20 1.9 1.9 1.3 .1 1.3 1.3
62 Lebanon . ... N N N N .1 1 . N .l .1 N
63 Hong Kong . 14.3 139 19.1 18.7 197 218 203 19.9 224 23.1 237
64 Sil\gag)orc‘ . .. 7.1 6.5 10.4 1.2 13.0 10.6 1.8 10.1 19.2 14.8° 133
65 Other . ... s 0 .0 K A 0 0 0 . 0 0 .l
66 Miscellaneous and unallocated® .. ... . ... .. ... . 479 397 46.2 434 559 69.7 65.8 66.7 82.0 7210 63.7°
1. The banking offices covered by these data include U.S. offices and foreign branches of 2. Organization of Petroleum Exporting Countries. shown individually: other members of
U.S. banks, including U.S. banks that are subsidiaries of foreign banks. Offices not covered OPEC (Algeria. Gabon, Iran, Iraq. Kuwait, Libya, Nigeria. Qatar. Saudi Arabia. and United
include U.S. agencies and branches of foreign banks. Beginning March t994, the data include Arab Emirates): and Bahrain and Oman (not formally members of OPEC).
large foreign subsidiaries of U.S, banks. The data aiso include other types of U.S. depository 3. Excludes Liberia. Beginning March 1994 includes Namibia.

institutions as well as some types of brokers and deaiers. To eliminate duplication. the data 4. As of December 1992, excludes other republics of the former Soviet Union.
are adjusted to exclude the claims on foreign branches held by a U.S. office or another foreign 5. As of December 1992, excludes Croatia. Bosnia and Hercegovinia. and Slovenia.
branch of the same banking institution. 6. Includes Canal Zone.
These data are on a gross claims basis and do not necessarily reflect the ultimate country 7. Foreign branch claims onfy.
risk or exposure of U.S. banks. More complete data on the country risk exposure of U.S. banks 8. Includes New Zealand, Liberia. and international and regional organizations.
are available in the quarterly Country Exposure Lending Survey published by the Federal
Financial Institutions Examination Council.



Nonbank-Reported Data  A61
322 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in
the United States
Millions of dollars, end of period
1994 1995
Type of liability, and area or country 1991 1992 1993
June Sept. Dec. Mar. June Sep.P
PTotal oo 44,708 45,511 50,597 57,193 59,163 55,656 51,530 51,236 48,912
2 Payable indollars .......... ... 39,029 37,456 38,728 43410 43442 39.645 37.246 35,530 35,147
3 Payable in foreign currencies ........... ... ..ol 5,679 8,055 11,869 13,783 15,751 16,011 14,284 15.706 13,765
By type
4 Financial liabilities ........ ... ... .ol 22,518 23841 29,226 37,973 34.301 31,118 30,545 27,476
5 Payable indollars ........... 18,104 16,960 18,545 24.091 20.165 18.047 16,277 15,111
6 Payable in foreign currencies . 4,414 6.881 10,681 13,882 14,136 13,071 14.268 12,365
7 Commercial liabilities .. ... ... ... . ... ... i 22,190 21,670 21,371 24,937 21,190 21,355 20412 20.691 21.436
8  Trade payables .. 9,252 9.566 8.802 9911 9,550 10,005 9,844 10.527 10,061
9 Advance receipts and other liabilities 12,938 12,104 12,569 12,026 11.640 14,350 10,568 10.164 11,375
10 Payableindollars ........... ... 20925 20,496 20,183 19,949 19.321 19,480 19199 19,253 20,036
11 Payable in foreign currencies 1.265 1,174 1,188 1.988 1,869 1,875 1.213 1.438 1.400
By area or country
. Financial liabifities
120 BUFOPE . oottt et e 12,003 13,387 18810 25,396 25,014 22018 17.880 18,571 16,735
13 Belgium and Luxembourg 216 414 175 524 661 498 612 778 347
14 France ................ 2,106 1,623 2539 1.590 2,241 1.727 2.046 1,101 1.354
15 Germany 682 889 975 939 1.467 1.961 1,755 1.589 1,670
16 Netherlands . 1,056 606 534 533 648 552 633 530 474
17 Switzertand .. ... 408 569 634 634 633 688 883 1,056 948
18 United Kingdom ............... ... .ol 6.528 8,610 13.332 19,962 18.649 15858 11.103 12,486 10.876
19 Canada ... e 292 544 859 698 618 629 1.817 893 797
20 Latin America and Caribbean . .............. ... ...... 4,784 4053 3,359 3,125 3,139 3021 3.024 2,808 2,762
21 Babamas ................ 537 379 1,148 1,052 L2 926 931 851 849
22 Bermuda 114 114 0 115 15 80 149 138 144
23 Brazil ....... 6 19 18 18 7 207 58 58 t
24 British West Indi 3524 2,850 1,533 1,297 1344 1,160 1.231 Lg 1018
25 Mexico ...... . 7 12 17 13 15 [} 10 3 3
26 Venezuela .............i. i 4 6 5 5 5 5 s 4 3
27 Asia ..., 5381 5.818 5956 5,998 8450 8.448 8,201 3.080 6,994
28 4,116 4.750 4,887 5,064 7.248 7314 7182 7.153 6,310
29 13 19 23 24 31 35 27 25 25
30 Africa 6 6 133 9 133 135 156 151 149
31 Oil-exponting countries 4 0 123 0 123 123 122 122 122
32 All other® ... 52 33 109 30 9 50 40 42 3%
Commercial liabilities
33 EUrope ... e 8,701 7.398 6,827 6,887 6.868 6,773 6,642 6,776 7,263
34 Belgium and Luxembourg 248 298 23y 254 287 241 271 31 349
35 France ................ 1,039 700 655 680 744 728 642 504 528
36 Germany . 1,052 729 684 670 552 604 482 556 660
37 Netherlands . .. 710 535 688 649 674 722 536 4438 566
38 Switzerland .. ... . 575 350 375 473 Kz 327 327 432 255
39 United Kingdom ........ ... ... ... oo 2,297 2,505 2,039 2,309 2,350 2444 2,848 2902 3,354
40 Canada ... e 1,014 1,002 879 1,070 1,068 1.037 1,235 1,146 1219
41 Latin America and Caribbean ......... ... ... ... 1,355 1,533 1.658 2,000 1,783 1.857 1,368 1.836 1607
42 Bahamas . ... . 3 3 21 2 6 19 8 3 i
43 Bermuda 310 W7 350 418 200 345 260 397 219
44 Brazil ....... 219 209 214 215 147 161 96 107 143
45 British West Indie 107 33 27 24 33 23 2 12 S
46 Mexico ...... 307 457 481 703 672 574 356 420 357
47 94 142 123 192 189 276 273 204 i75
43 9,334 10,594 10,980 10,832 10,370 10.741 10.151 9,978 10,275
49 3721 3,612 4314 4,250 4.128 4,555 4110 3.531 3475
50 1,498 1,889 1,534 1.835 1.663 1.576 1,787 1,790 1.647
51 Africa ............ ... e e 715 568 453 510 468 428 463 481 589
52 Oil-exporting countries™ .. ........ ... i 327 39 167 241 264 256 248 252 241
53 Other’. ... 1,071 575 574 638 633 519 553 474 483

1. Comprises Bahrain, lran, Iraq, Kuwait, Oman, Qatar, Saudi Arabja, and United Arab

Emirates (Trucial States).

2. Comprises Algeria, Gabon, Libya, and Nigeria.
3. Includes nonmonetary international and regional organizations.
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3.23 - CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in
the United States
Miltions of dollars, end of period
1994 1995
Type of claim, and area or country 1991 1992 1993
June Sept. Dec. Mar. June Sept.P
FTotal ..o s 45,262 45,073 49,159 52,510 54,833 57,888 52,218 58,030 53,616
2 Payable in dollars .......... 42,564 42,281 45,161 48,003 50,460 53,805 48,425 54,145 49,935
3 Payable in foreign currencies 2,698 2,792 3,998 4,507 4373 4,083 3.793 3.885 3,681
By type
4 Financial claims ... ... ... .. ... ... o, 27,882 26,509 27,771 30,234 32,236 33,897 29,606 34,567 29,802
5  Deposits ........... 20,080 17,695 15,717 17.824 19,118 18,507 17,115 22,021 17,889
6 Payable in dolbars ........ 19,080 16,872 15,182 17,203 18,502 18,026 16,458 21,349 17,345
7 Payable in foreign currencies . 1,000 823 535 621 616 481 657 672 544
8  Other financial claims ........ 7,802 8.814 12,054 12,410 13,118 15,390 12,491 12,546 11,913
9 Payable in doblars ........ 6,910 7.890 10,862 11,057 11.903 14,306 11,275 11,388 10,690
10 Payable in foreign currencies 892 924 1,192 1,353 1215 1,084 1.216 1,158 1,223
11 Commercial claims ... 17,380 18,564 21,388 22,276 22,597 23,991 22,612 23,463 23814
12 Trade receivables ................. .| 14,468 16,007 18,425 19,475 19.825 21,158 20415 21,312 21,687
13 Advance payments and other claims .................... 2912 2,557 2963 2,801 2072 2,833 2,197 2,151 2,127
14  Payable indollars ........... ... .. ...l 16,574 17.519 19,117 19,743 20,055 21473 20,692 21,408 21,900
15 Payable in foreign cumrencies .............. ... ... 806 1,045 2,271 2,533 2,542 2,518 1,920 2,055 1914
By area or country
Financial claims
16 UTOPE .. i 13,441 9.331 7,299 7372 8,914 7936 7,630 7.923 7.807
17 Belgium and Luxembourg 13 8 134 84 115 86 146 155 160
18 France 269 764 826 995 931 800 808 731 754
19 German 283 326 526 459 413 540 527 355 299
20 Netherlands 334 515 502 472 503 429 606 601 522
21 Switzerland 581 490 530 539 777 523 490 514 530
22 United Kingdom 11,534 6,252 3,585 3,673 5,023 4,649 4,040 4,787 4,895
23 Canada 2,642 1,833 2,032 3.470 3.812 3,581 3,848 3,705 3,525
24 Latin America and Caribbean ......................... 10,7117 13.893 16,224 16,465 16.608 19.536 16,109 21160 15,300
25 Bahamas 827 778 1,336 1,376 L2 2424 940 2,355 1,552
26 Bermuda 8 40 125 39 52 27 37 85 35
27 Brazil ....... 351 686 654 466 41t 520 528 502 851
28 British West Indies . 9.056 11,747 12.699 13,390 13,694 15,228 13,531 17.013 11,769
29 Mexico .......... 212 445 872 629 691 723 583 638 490
30 Vemezuela ........ ... ... . i 40 29 161 32 31 35 27 27 50
Bl ASI o e 640 R64 1,657 2.221 2,176 871 1,504 1,231 2,150
2 Japan ... ol 350 668 892 {344 661 953 621 467 1,393
33 Middle Eastern oil-cxporting countries 5 3 3 1 19 141 4 3 4
34 Affica ... 57 83 99 185 197 373 141 138 188
35 Oil-exporting countries 1 9 1 0 0 0 9 9 6
36 AHOMEI . i 385 505 460 521 529 600 374 410 832
Commercial claims
37 CBUIOPE L.t e 8,193 8451 9,105 8,976 8.810 9,540 8,947 9,190 8,884
38 Belgium and Luxembourg . . 194 189 184 189 178 213 199 218 226
39 France ................. 1,585 1,537 1,947 1,788 1,766 1,881 1,790 1,669 1,706
40 Germany 955 933 1,018 940 883 1,027 977 1,023 996
41 Netherlands 645 552 423 294 Ex}| 311 324 341 337
42 Switzerland .. ... 295 362 432 686 538 557 556 612 437
43 United Kingdom ................... 2,086 2,094 23717 2,445 2.505 2,556 2.388 2,459 2,501
44 Canada ... 1,124 1,286 1,781 1875 1,906 1,988 2,010 2,003 2.001
45 Latin America and Canbbean ......................... 2,655 3,043 3274 3,904 3,963 4,117 4,140 4,368 4,582
a6 Bahamas ................ 13 28 il 18 34 9 i7 21 101
47 Bermuda 264 255 182 295 246 234 208 210 245
48 Brazil ........... 427 357 460 500 471 612 695 777 745
49 British West Indies . 41 40 71 67 49 83 55 83 175
50 Mexico .......... 842 924 990 1,048 1,137 1.243 1,106 1.108 1,023
51 Venezueld ... ... e 203 345 293 304 388 348 295 319 335
52 ASHL e 4,591 4.866 6,014 6,330 6,679 6,982 6,200 6,514 6,830
53 Japan . . 1.899 1.903 2,275 2,498 2,591 2,655 1,914 2,010 1,996
54 Middle Eastern oii-exporting coun 620 693 704 642 617 708 689 707 778
55 Africa ... S R R 430 554 493 480 447 454 468 478 546
56 Oil-exporting countries™ .. ............. ... 95 78 72 83 64 67 mn 60 74
57 OMher . 390 364 721 71 192 910 847 910 971

. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab
Emirates (Trucial States).

2. Comprises Algeria, Gabon, Libya, and Nigeria.
3. Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dolars

1995 1995
Transaction, and area of country 1994 1995
JI‘;L_ June July Aug. Sept. Oct. Nov. Dec.P
U.S. corporate securities
STOCKS

| Foreign purchases ................. ... ... 350.593 462.884 462,884 45445 42,444 41,908 44,450 41,492 41,937 46,479
2 Foreignsales . ... 348,716 451,709 451.709 43,218 40,009 39,366 34218 42.860 39.07t 44372
3 Net purchases, or sales (=) ....................... 1,877 14,175 11,175 2,227 2,435 2,542 232 -1,368 2.866 2,107
4 Foreign countries .............. ... . ... ...... 1.867 11.380 11,380 2,235 2,443 2,565 295 -1328 2877 2,109
S EUIOPE . ..o e 6.714 4,847 4.847 —47 2,045 1.836 -1.319 1,647 954 1,028
6  France . =201 —1.099 - 1.0% -79 261 17 -126 -54 —-58 -382
7 Germany .. 210 - 1.837 —1.837 ~224 8 - 104 - 136 5 —13t =11
8 Netherlands . 2254 3.507 3.507 70 364 431 197 528 230 373
9 Switzerland ... .. . =30 —2.283 -2.283 =201 =20 ~847 9 449 227 191
10 United Kingdom . . 840 8,001 8,001 240 1.445 2330 ~1.114 878 543 1,277
11 Canada . —~1.160 ~1.517 ~-1,517 ~740 -425 - -197 ~74 405 -175
12 Latin America an ~2,41 5.814 5814 1,651 881 1,811 752 -2.920 1.361 219
13 Middie East’ —-1.142 -337 -337 -9 ~24 -5 -77 -8 -63 148
14 Other Asia .. -1.234 2.503 2.503 1.358 107 —96! 1048 6l 342 883
15  Japan . 1.162 ~2725 -2725 - 466 141 1076 —598 56 ~406 1.231
16 Africa .. .. 29 2 2 15 -5 17 34 ~17 ~26 =1
17 Other countrics 771 68 68 97 —136 -123 54 -i7 —96 7

i® Nonmonetary international and
regional organizations ....................... 1 =205 —205 -8 —~8 -23 -63 -0 -1 -2

BONpS®

19 Foreign purchases .. ..., 289,586 291938 291,938 2793y 23911 24,742 27,212 26,367 31642 21,686
20 Foreignosales ... ... o i 229.665 206,951 206,951 18.835 14,949 16,741 17,759 19.199 20.74! 26,017
21 Net purchases, or sales (=) ....................... 59,921 84,987 84,987 9,104 8.962 8,001 9,453 7,168 10,901 569
22 Foreign countries ............................... 59,036 85,441 85,441 9,111 9,129 7.982 9,431 7,236 10,948 541
23 EUIOPC ... 37.065 68,723 68,723 7716 6.340 5.561 6,959 6,361 9,759 1,297
24 France .. . . 242 1.143 1.143 44 7 538 63 732 101 137
25 Germany .. 657 5806 5,806 667 S 1.163 916 113 894 236
26 Netherlands 3322 1,463 1.463 -59 557 EN) 203 204 219 ot
27 Switzesland ..., 1,055 494 494 ~130 317 -99 343 148 101 —381
28 United Kingdom . 31.642 56.128 56,128 7.006 5.063 3.775 451 4,542 6999 913
29 Canada ............ . .. 2958 2,569 2569 159 169 415 349 139 20 181
30 Latin America and Caribbean ............... .. 5442 6.141 6.141 289 1,145 754 1719 ~6i 1,426 848
31 Middle Bast! ... L . 7 1.869 1.869 64 348 284 241 —246 188 187
32 Other Asia .. 12,153 5.659 5.659 785 I,189 919 139 1.126 —705 -293
33 Japan ... 5.486 2250 2.250 293 1.026 1008 —37 645 - 899 —-9%04
34 Africa ... .. -7 234 234 47 ~13 64 23 ~223 240 86
35 Other COUMIRIEs .. .. .vovtet i 654 246 246 51 —4Y9 —12 | 140 20 ~69

36 Nonmonetary international and
regional organizations ... ... ... .. ..., 885 —454 —454 -7 ~167 19 22 -68 —-47 28

Foreign securities

37 Stocks, net purchases, or sales (~) ... ~48.071 ~51,250 | -51.250 —4.409 ~8,188 -5.904 ~7.959 —5,755" —7.360
38 Foreign purchases . . .. <. | 386,106 345,164 345,164 29,123 28,582 30.867 28712 29382 32,032
39 Foreign salés . 434,177 396414 396414 33532 36.770 36.771 36,671 35,137 39,392
40 Bonds,.ncl purch; N ~9.224 -46.825 —464825 ~7.378 —-4.079 ~3755 ~5.206 =7.580" ~4,063
41 Foreign purchases ... ........ . 848.368 892,578 892,578 96,268 67,187 72277 83,396 76,889° 80.310
42 Foreignsales ... ... ... i 857,592 939,403 939,403 103.646 71.266 76,032 88,602 84.469" 84,373
43 Net purchases, or sales (—), of stocks and bonds ....| —57,295 —98,075 —-98,075 -11,787 —-12,267 ~9,659 -13,165 | —13,335" —-§1,423
44 Foreign countries ..........0 ... ... .. ... ..., -57815 -97,270 -97,270 —=11,476 —-12.048 —~9,486 —13,220 | —-13,226" —11,482
45 Europe -3516 —48.040 48,040 ~5.788 ~7955 -2,539 -2928 —7,243" ~6,226
46 Canada . .- -7475 —7.805 ~7.805 —-1427 = 1,301 —%51 3471 1,311 -8
47 Latin America 3 ari . coof ~18334 ~6.938 —-6.938 —513 — 185 817 781 -3.883 —786
48 Asia ... ~24.275 —=34.087 —34,007 ~2942 —-3.158 —7,250 ~7.533 -2,503" ~4,742
49 Japan . . ~ 17427 =25.119 =25.419 -1,264 —3.586 —5.499 ~5.360 —-849° ~4,031
50 Africa —467 —475 —475 -67 —45 34 - 117 5 —-192
S1 Othercountries ... —3.748 88 85 -739 596 303 48 —913 472
52 Nonmonetary international and
regional organizations. .. ......... ... ... ..., 520 ~805 ~805 =31 -219 ~173 55 -109 =78 59
{. Comprises oil-exporting countries as follows: Bahrain. fran. traq. Kuwait, Oman, Qatar, 2. Includes state and local gu\;crnmcnl securities and securities of U.S. government
Saudi Arabia. and United Arab Emirates (Trucial States). agencies and corporations. Also includes issues of new debt sccurities sold abroad by US.

corporations organized 10 finance direct investments absoad.
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions'

Millions of dollars; net purchases, or sales (—) during period

1995 1995
Area or country 1994 1995
JEZL— June July Auvg. Sept. Oct. Nov. Dec?
| Total estimated . .......... ... ... ... ..ol 78,801 | 133,987 | 133,987 | 22,631 31,871 26,082 § —-11,072 4,819 | 15307 -9,458
2 FOreign COUuMIFIes ... .. .ottt 78,637 | 133.552 § 133,552 | 22432 31,382 26442 | —11,002 4,650 | 14936 ~9.016
3 OBUIOPe .. 38,542 50,004 50.004 2702 13,336 9,170 6377 | —4,608 821 =1116
4 Belgium and Luxembourg 1,098 591 591 — 148 -53 580 143 -25 81 in
5 Germany ............. 5,709 6,136 6,136 | —1.866 1,039 2,995 2,568 2,831 52 452
6 Netherlands 1,254 1,891 1.891 1,078 883 - 1,468 ~ 0915 160 8313 381
7 Sweden ... 794 358 358 63 124 100 61 92 =30 ~285
8 Switzerland . ... 481 -472 —472 9 206 =515 818 174 —568 —664
9 United Kingdom ........ 23,365 34,782 34,782 1,396 7,315 7.950 55701 —5965 1.309 —4,373
10 Other Europe and former Ul N .. 5.841 6.718 6.718 2,470 3.822 -472 —-868 1 —1.875 —856 3.202
I Canada ..o 3491 252 252 433 720 —825 -2284 | -13864 -43 208
12 Latin America and Caribbean -10.383 [ 48,609 48,609 5,368 513 11,265 -5,299 17453 | 13496 3,762
13 Venezuela ... -319 -2 -2 121 -114 ~359 =524 -92 232 61
14 Other Latin America and -20,493 25.152 25,152 5.158 1,034 5.364 L1711 3,033 3.723 4,710
15 Netherlands Antilles .............. 10,429 23,459 23,459 89 —407 6,260 —3.946 14512 9,541 - 1,009
16 Asia ... 47317 32319 32319 12.605 16,490 7,322 | 10,055 | —6.879 =107 | —11,843
17 Japan .. 29.793 16,863 16,863 5,585 6,658 5.430 —4,021 | —10.115 1,316 5,695
I8 Africa ... .. 240 1,460 1,460 242 —~1 -130 108 501 458 248
19 Other ..o -570 908 Y08 1.082 324 =360 151 47 At =275
200 Nonmonelary international and regional organizations ............ 164 438 435 199 489 =360 ~70 169 37N —442
21 International ... 526 5 5 -409 314 =140 —196 2 368 -351
22 Latin American regional ~-154 261 261 623 t0s -10 -6 185 -43 =115
MEMO
23 FOFCIfn COUMMICS . ...ttt ittt aae e ies 78637 § 133,552 22,432 31,382 26442 | ~11,002 4650 | 14,936 -9,016
24 Official institutions .. 41.822 39.625 10,871 | 16,7907 -364 —4,525 5,705 -95' 2,651
25 Other foreign ... ..o it 36,815 93,927 11,561° 14,592° 26,806 -6477 —-1,055 | 15851" | ~11.667
Oil-exporting countries
26 Middle BEast™ ... .. =38 3075 3,075 815 3.582 1.890 =50 ~624 ~826 -1,085
27 ATTCH® e 0 2 2 { 0 4 0 0 0 0

1. Official and private wansactions in marketable U.S. Treasury securitics having an
original maturity of more than one year. Data are based on monthly transactions reports.
Excludes nonmarketable U.S. Treasury bonds and notes held by official institutions of foreign

countrics.

2. Comprises Bahrain, fran, Irag, Kuwait. Oman, Qatar, Saudi Arabia, and United Arab

Emirates (Trucial States).

3. Comprises Algeria, Gabon, Libya, and Nigeria.



3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS'

Percent per year. averages of daily figures

Interest and Exchange Rates A0S

Rate on Feb. 29, 1996 Rate on Feb. 290 [oon
Country Country
Percent Month Perent Mok
b eflective wree Gfentive
AUSHIA. ..o 3.0 Dec. 1995 Germany . .......... RXH] Dheg, 1003
Belgium. . 3.0 Dec. 1995 ltaly . 6 Fine s
Cuanada. 55 Feb. 1996 Japan . . N Sopt e
Denmark 4.0 Jan. 1996 Netherlands s froe. fuy
France 390 Feb. 1996 Switzerland Dov, 19

1. Rates shown are mainty those at which the central bank cither discounts or makes
advances against cligible commercial paper or government securities for commercial banks or
brokers. Far countries with more than one rate applicable to such discounts or advances, the
rate shown is the one at which it is understood that the central bank transacts the Jargest
proportion of its credit operations.

3\.27 FOREIGN SHORT-TERM INTEREST RATES'

Percent per year, averages of daily figures

2. Since February 1981, the rite has been that at which
y

Treasury bilts tor seven 1o ten days.

the Bank of Franee discounts

1995 IR
Type or country 1993 1994 1995
Aug. Sept. Oct. Nov, e, Jan. Ioh,

| Eurodollaes. ... ... . . 318 4.63 593 5.79 5.74 R 578 .04 S <t
2 United Kingdom . . 538 545 0.63 6.74 6.71 6.69 6.61 642 [ o
3 Canada......... .. 514 5.57 7.14 6.62 6.66 6H.66 62 591 SAN N

4 Germany. .. ... .. 717 525 443 4.35 4.09 400 9] K2 R

S Switzerland .. ... 479 4.03 294 279 2.67 215 198 bod 163

6 Netherlands ... 6.73 5.09 4.30 4.02 385 RE an 35K AN

7 France. .. . . A 8.30 572 643 5.81 586 6.73 574 Ay 450

8 ftaly ... 10.09 845 10.43 10,45 t0.36 10.74 10.65 10.5% tons

9 Belgium . . . .. 3.10 5.65 4.73 441 4.20 444 ART 7 N
10 Japan ..o 2.96 2.24 1.20 K2 56 St 54 A 33

1. Rates are for three-month interbank Joans, with the following exceptions: Canada,
finance company paper: Belgium, three-month Treasury bills; and Japan, CD rate.
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3.28 FOREIGN EXCHANGE RATES'

Currency units per dollar except as noted

1995 1996
Country/currency unit 1993 1994 1995
Sept. Oct. Nov. Dec. Jan. Feb.
1 Awstraliz/dolac® .. .o 67.993 73061 74073 75371 75.699 74.534 74.053 74171 75.557
2 Austria/schiliing 11.639 11409 10076 10.270 9.955 9974 10.142 10.296 10.321
3 Belgium,fiunc .. 34.581 23,426 29472 30.044 29.105 29.154 29.615 30.081 30.115
4 Canada/dollar .. 1.2902 1.3664 1.3725 1.3509 1.3458 1.3534 1.3693 1.3669 1.3752
5 China, PR /yuan 5.7795 86404 8.3700 8.3374 8.3353 8.3334 8.3350 8.3384 8.3338
6 Denmark/krone . 64863 6.3561 5.5999 5.6587 5.4912 5.4923 5.579) 5.6618 5.6749
7 Finland/markka . 5.7251 5.2340 43763 4.3754 4.2781 4.2489 4.3361 4.4510 4.5532
8 France/franc........ 5.6669 5.5459 4.9864 5.0352 4.9374 4.8882 49565 50117 5.0440
9 Germany/deutsche mar! s 1.6345 16216 1.4321 1.4601 1.4143 1.4173 1.4406 1.4635 1.4669
10 Greece/drachma. .. ...................... 229.64 242,50 231.68 235.65 232.65 234.16 238.06 24091 242.21
11 Hong Kong/dollar....................... 7.7357 7.7290 7.7357 7. 68 7.7317 7.7338 7.7345 7.7329 7.7323
12 india/rupec. . ... .. . 3i.291 31,394 32448 1510 34.656 34.710 34.966 35812 36.595
13 Ireland/pound? 146.47 149.69 160135 « 05 161.32 160.54 159.18 158.18 158.10
14 fualy/lira. . .. 1573.414 1.611.49 1.629.45 165741 1,605.69 1.592.67 1,593.88 1,584.87 1.570.00
15 Japan/yen. 11108 1028 9396 1W.55 100.84 101.94 101.85 105.78 105.79
16 Malaysia/i i 2.573% 2.6237 2.5073 2.5124 2.5324 2.5389 2.5399 2.5563 2.5487
17 Netherlands/zui 1.5585 1.8190 1.6044 1.6354 1.5846 1.5877 1.6127 1.6388 1.6424
18 New Zealand/dollar® 54027 59.358 65.625 65.607 65.899 65.224 64.996 66.195 67.495
19 Norway/krone .. .... .. 71009 70553 6.3355 6.3943 6.2397 6.2536 6.3579 6.4275 6.4103
20 Portugalfescudo. ... 16108 165.93 149.88 152.11 148.94 148.68 151.03 151.90 152.49
21 Singaporc/dofiar ..o oL 1.6158 1.5275 1.4171 1.4331 1.4231 1.4128 1.4148 1.4211 14115
22 South Africy/rand . 32729 3.5526 3.6286 3.6616 3.6502 3.6499 3.6632 3.6413 3.7420
23 South Korea/won . 80575 806.93 77282 772.04 767.20 769.78 771.31 787.13 780.12
24 Spain/pescta. . . A 127.4% 133.8% 124.64 12541 122.51 121.81 122.53 123.38 123.65
25 Sri Lankafrupee. ... 48.211 49.170 51.047 52.547 §2.539 53,199 53.808 53874 53.716
26 Sweden/krona .. .. U, 7.7956 7.7t61 7.1406 7.4227 6.8301 6.6088 6.6393 6.7405 6.8775
27 Switzerland/[ranc . 14781 1.3667 11812 1.1868 1.1453 1.1437 1.1631 1.1818 1.1967
28 Taiwan/dolar. . ... 26416 26.465 26.495 27.432 26925 27.257 27315 27.406 27485
29 Thailand/baht. ... ... Y e 25333 25.161 24.921 25129 25.115 25.166 25.164 25.298 25.250
30 United Kingdom/pound=............. .... 150.16 153.19 157.85 155.90 157.79 156.25 154.05 152.88 153.60
MEMO

31 United States/dobtar®. ... ................. RANE 91.32 84.25 85.69 84.10 84.14 85.07 86.23 86.41

1. Averages of certified noon buying rates in New Work tor cable wransfers. Data in this
1able also appear in the Board’s G.3 (4035) monthiy statistical release. For ordering address.

see inside front cover.
2. Valuc in U.S. cents.

3. Index of weighted-average exchange value of U.S. dollar against the currencies of ten
industriat countries. The weight for each of the ten countries is the 1972-76 average world
trade of that country divided by the average world trade of all ten countries combined. Series
revised as of August 1978 (see Federal Reserve Bullerin, vol. 64 (August 1978), p. 700).
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ACCEPTANCES, baitkers (See Bankers acceptances) Deposits- Continued
Agricultural loans, commercial banks, 21, 22 [nterest rates, 16
Asscts and liabilities (See also Foreigners) Turnover, 17
Banks, by classes, 18 23 Discount rates at Reserve Banks and at foreign central banks and
Domestic finance companies, 36 forcign countrices (See Interest rates)
Federal Reserve Banks, 1 Discounts and advances by Reserve Banks (See Toans)
Binancial institutions, 28 Dividends, corporate, 35
Foreign banks, ULS, branches and agencies, 23
Automobiles EMPLOYMIENT, 45

Consunier installment credit, 39

! Eurodollars, 26
Production, 47, 48

FARM mortgage loans, 38
Federal agency obligations, 5, 10, 11, 12, 31, 32
Federal eredit agencies, 33
Federal finance
Debt subject to statutory  limitation, and types and ownership
of gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus, or deficit, 28
Treasury operating balance, 28
Federal Financing Bank, 33

BANKERS acceptances, 11, 12,21 24,26
Bankers balances, 18 23, (See also Foreigners)
Baonds (See afso LS. govenmment scewities)
New issues, 34
Rates, 26
Branch banks, 23
Business activity, nonfimancial, 45
Business loans (See Commercial and industiial toans)

CAPACITY utitization, 16 Federal tunds, 7, 21, 22, 23, 20, 28
Capital accounts Federal Home Loan Banks, 33
Banks, by classes, {8 Federal Home Loan Mortgage Corporation, 33, 37, 38
Tederal Reserve Banks, 11 liederal Housing Adninistration, 33, 37, 38
Central banks, discount rates, 65 Federal Land Banks, 38
Certilicates of deposit, 26 tederal National Mortgage Association, 33, 37, 38
Commercial and industrial loans Federal Reserve Banks
Commercial banks, 21, 22 Condition statement, ||
Weekly teporting bauks, 21 23 Discount rates (See Interest rates)
Commercial banks U.S. government seeurities held, 5, 11, 12, 30
Assels and liabilities, 1823 Federal Reserve credit, 5, 6, 1L, 12
Conunercial and industrial loans, 18 23 Federal Reserve notes, 11
Consumer loans held, by type and terms, 39 Federally sponsored credit agencies, 33
Deposit interest rates ol insured, 16 Finance companices
Foans sold outright, 22 Assets and liabilities, 30
Real estate mottgages held, by holder and property, 38 Busiuess credit, 36
Tune and savings deposits, 4 1.oans, 39
Commercial paper, 24, 20, 36 Paper, 24, 20
Condition statements (See Assels and liabilities) Financial institutions, loans to, 21,22, 23
Construction, 45, 49 Float, 5
Consumer installment credit, 39 Flow of tunds, 40 44
Consumer prices, 45 Foreign banks, assets and labilities of U.S, branches and agencices,
Consumption expenditures, 52, 53 22,23
Corporations Foreign currency operations, |1
Profits and their distribution, 35 Foreign deposits in U.S. banks, 5, 22
Sceurity issues, 34, 65 Fareign exchange rates, 66
Cost of living (See Consumer prices) Foreign trade, 54
Credit unions, 39 Foreigners
Currency in circulation, 5, 14 Claims on, 55, 58, 59, 60, 62
Customer credit, stock market, 27 Liabilitics to, 22, 54, 55, 56, 01, 63, 64
DEBITS 1o deposit accounts, 17 GOLD
Debt (See specific types of debt or securities) Certificate account, 11
Demand deposits Stock, S, 54
Banks, by classes, 18 23 Government National Mortgage Association, 33, 37, 38
Owaership by individuals, partnerships, and Gross domestic product, 51 '

corporations, 22, 23
Turnover, 17
Depository institutions
Reserve requirements, 9

HOUSING, new and existing units, 49

Reserves and related items, 4, 5, 6, 13 INCOME, personal and national, 45, 51, 52
Deposits (See also specific types) lndustrial production, 45, 47
Banks, by classes, 4, 18-23 Installment loans, 39

Federal Reserve Banks, 5, 1 [nsurance companices, 30, 38



Interest rates

Bonds, 26

Consumer instaliment credit, 39

Deposits, 16

Federal Reserve Banks, 8

Foreign central banks and foreign countrics, 65

Money and capital maikets, 26

Mortgages, 37

Prime rate, 25
International capital tansactions of United States, 53 65
International organizations, 55, 56, 58, 61, 62
Inventorices, 51
[nvestment companies, issues and asscets, 35
Investments (See also specific types)

Banks, by classes, [8-23

Commercial baoks, 4, 823

Federal Reserve Banks, 11, 12

Financial institutions, 38

LLABOR force, 45
Life insurance companices (See Insurance companics)
[Loans (See also specific types)

Banks, by classes, 18 23

Comunercial banks, 18 23

Federal Reserve Banks, 5,6, 8, 11, 12

Iinancial institutions, 38

[nsured or guaranteed by United States, 37, 38

MANUFACTURING
Capacity utilization, 46
Production, 46, 48

Margin requirements, 27

Member banks (See alvo Depository institutions)
Tederat funds and repurchase agreemeuts, 7
Rescerve requirements, 9

Mining production, 48

Maobile homes shipped, 49

Monctary and credit agpregates, 4, 13

Money and capital market rates, 26

Money stock measuies and components, 4, 14

Mortgages (See Real estate loans)

Mutual funds, 35

Mutual savings banks (See Thrift institutions)

NATIONAL. defense outlays, 29
National income, 51

OPEN market transactions, 10

PERSONAL income, 52

Prices
Consumer and producer, 45, 50
Stock market, 27

Prime rate, 25

Producer prices, 45, 50

Production, 45, 47

Profits, corporale, 35

REAL estate loans

Banks, by classes, 21, 22, 34

Terms, yields, and activity, 37

Type of holder and propeity mortgaged, 38
Repurchase agreements, 7
Reserve requirements, 9

Reserves
Commercial banks, 18
Depository institutions, 4, 5, 6, 13
Federal Reserve Banks, 11
U.S. reserve assets, 54
Residential mortgage loans, 37
Retail credit and retail sales, 39, 45

SAVING
Flow of funds, 40 44
National income accounts, 51
Savings institutions, 38, 39, 40
Savings deposits (See Time and savings deposits)
Scecurities (See also specific types)
Federal and federally sponsored credit agencies, 33
Horeign transactions, 63
New issucs, 34
Prices, 27
Special drawing rights, S, 11, 53, 54
State and local governments
Deposils, 21, 22
Holdings of U.S. government securitics, 30
New sceurity issues, 34
Ownership of sceurities issued by, 21, 23
Rates on securities, 26
Stock market, sclected statistics, 27
Stocks (See also Sccurities)
New issues, 34
Prices, 27
Student Loan Marketing Association, 33

TAX receipts, federal, 29

Thrift institutions, 4. (See also Credit unions and Savings
institutions)

Time and savings deposits, 4, 14, 16, 18 23

Trade, foreign, 54

Treasury cash, Treasury curtency, 5

Treasury deposits, 5, 11, 28

Treasury operating balance, 28

UNEMPLOYMENT, 45
U.S. government balances
Commercial bank holdings, 18-23
Treasury deposits at Reserve Banks, 5, 11, 28
1.8, government securitics
Bank holdings, 18 23, 30
Dealer transactions, positions, and financing, 32
fiederal Reserve Bank holdings, 5, 11, 12, 30
Foreign and international holdings and
transactions, (1, 30, 64
Open market transactions, 10
Outstanding, by type and holder, 30, 3]
Rates, 26
(LS. international tansactions, 53 66
Utilitics, production, 48

VETERANS Administration, 37, 38

WLEEKLY reporting banks, 18 23
Wholesale (producer) prices, 45, 50

YIELDS (See Interest rates)
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Federal Reserve Board Publications

For ordering assistance, write. PUBLICATIONS SERVICES,
MS-127, Board of Governors of the Federal Reserve System,
Washington, DC 20551 or telephone (202) 452-3244 or FAX
(202) 728-5886. When a charge is indicated, payment should
accompany request and be made pavable 1o the Board of Gover-
nors of the Federal Reserve System or may be ordered via
Mastercard or Visa. Payment from foreign residents should be
drawn on a US. bank.

The FEDERAL RESERVE SYSTEM—PURPOSES AND FUNCTIONS,
1994, {57 pp.

ANNUAL REPORT.

ANNUAL RErOrT: BUunGET REVIEW, 1994-95,

Frpiral, REsErve Burertin, Monthly, $25.00 per year or $2.50
each in the United States, its possessions, Canada, and
Mexico. Elsewhere, $35.00 per year or $3.00 cach.

ANNUAL StaTISTICAL DIGEST: period covered, release date, nun-
ber of pages, and price.

1981 October 1982 239 pp. $ 6.50
1982 December 1983 2606 pp. $ 7.50
1983 QOctober 1984 264 pp. $11.50
1984 October 1985 254 pp. $12.50
1985 October 1986 231 pp. $15.00
1986 November 1987 288 pp. $15.00
1987 October 1988 272 pp. $15.00
1988 November 1989 256 pp. $25.00
1980-89 March 1991 T2 pp. $25.00
1990 November 1991 185 pp. $25.00
1991 November 1992 215 pp. $25.00
1992 December 1993 215 pp. $25.00
1993 December 1994 281 pp. $25.00
1994 December 1995 190 pp. $25.00

SELECTED INTERES T AND EXCHANGE RATES — WEEKLY SERIES OF
Cnarts. Weekly. $30.00 per year or $.70 cach in the United
States, its possessions, Canada, and Mexico. Llsewhere,
$35.00 per year or $.80 each.

THE FEDERAL RESERVE ACT and other statutory provisions affect-
ing the Federal Reseeve System, as amended through August
1990. 646 pp. $10.00.

REGULATIONS OF THE BOARD 011 GOVERNORS OF THE FEDERAL
RESERVE SYSTEM.

ANNUAL  PercentaGE Ratke Tasres (Truth in Lending—
Regulation 7) Vol [ (Regular Transactions). 1969. 100 pp.
Vol. Il (Irregular ‘T'ransactions). 1969. 116 pp. Each volume
$2.25.

GuIbE 10 THE FLow 01 FUNDS ACCOUNTS. 672 pp. $8.50 cach.

["ipERAL RESERVE REGULATORY SERVICE. Loose-leaf; updated
monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $75.00 per ycear.

Monetary Policy and Reserve Requirements Handbook. $75.00
per year.

Securities Credit Transactions Handbook. $75.00 per year.

The Payment System Handbook. $75.00 per year.

Federal Reserve Regulatory Service. Four vols. (Contains all
four Handbooks plus substantial additional material.) $200.00
per year.

Rates for subscribers outside the United States are as follows
and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Each Handbook, $90.00 per year.

THe US. ECONOMY IN AN INTERDEPENDENT WORI D! A Muttl-
COUNTRY MobrL, May (984, 590 pp. $14.50 cach.

INDUSTRIAL  PRODUCTION— 1986 Ebrrron. December  1986.
440 pp. $9.00 each.

FINANCIAL FUTURES AND OpPrions N rar US. EcoNomy.
December 1986. 264 pp. $10.00 cach.

FINANCIAL SECTORS IN OPEN ECONOMIES: EMPIRICAL ANALY-
s1S AND PoLICY [sSUES. August 1990, 608 pp. $25.00 each.

EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies are
availuble without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

A Guide to Business Credit for Women, Minoritics, and Small
Businesses

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees

A Consumer’s Guide to Mortgage Lock-Ins

A Consumer’s Guide to Mortgage Scttlement Costs

A Consumer’s Guide to Mortgage Refinancings

Home Mortgages: Understanding the Process and Your Right
to Fair Lending

How to File a Consumer Complaint

Making Deposits: When Will Your Money Be Available?

Making Sensc of Savings

SHOP: The Card You Pick Can Save You Money

Welcome to the Federal Reserve

When Your Home is on the Line: What You Should Know
About Home Equity Lines of Credit



STAFE STUDIES: Only Summaries Printed in the

BUILLETIN

Studies and papers on economic and financial subjects that are of
general interest. Requests to obtain single copies of the full text or
to be added to the mailing liste for the series may be sent to
Publications Services.

Staft Studies 1--157 are out of print.

158.

159.

160.

lol.

162.

THE ADEQUACY AND CONSISTENCY OF MARGIN REQUIRE-
MENTS IN THE MARKETS FOR STOCKS AND DERIVAITVE
Propucis, by Mark 1. Warshawsky with the assistance of
Dietrich Earnhart. September 1989, 23 pp.

NEW DATA ON 111E PERFORMANCE OF NONBANK SUBSIDI-
ARIES OF BANK HovrDING CompaNits, by Nellie Liang and
Donald Savage. February 1990, 12 pp.

BANKING MARkETS AND rHE USE 0F FINANCIAL SER-
VICES BY SMALL. AND MeEbium S1ZzEp Busingsses, by
Gregory H. Ellichausen and John D. Wolken. September
1990. 35 pp.

A REVIEW oF CORPORATE RESIRUCTURING ACTIVITY,
1980-90, by Margaret Hastings Pickering. May 1991,
21 pp.

EVIDENCE ON r1E SiZk OF BANKING MARKETS FROM MoR1-
GAGE LOAN RaTES IN TweNTY Criies, by Stephen Al
Rhoades. Febraary 1992, 11 pp.

163.

164,

165.

166.

167.

168.

169.
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CLEARANCE AND SETTLEMENT IN US. SECURITIES MAR-
kKETS, by Patrick Parkinson, Adam Gilbert, Emily Gollob,
Lauren Hargraves, Richard Mead, Jeff Stehm, and Mary
Ann Taylor. March 1992, 37 pp.

Tar 1989-92 Cripir CrUNCH FOR REAL BsTATE, by
James I. Fergus and John L. Goodman, Jr. July 1993,
20 pp.

THE DEMAND FOR TRADE CREDET: AN INVESTIGA TION OFF
MoTives FOR TraDE CREDEY USE BY SMALL BUSINESSES, by
Gregory E. Ellichausen and John D. Wolken. September
1993. 18 pp.

Trir ECONOMICS OF 1HE PRIVATE PLACEMENT MARKIET, by
Mark Carey, Stephen Prowse, John Rea, and Gregory Udell,
January 1994. 1] pp.

A SUMMARY OF MERGER PERFORMANCE STUDIES IN BANK-
ING, [980-93, AND AN ASSESSMENT OF THE “OPERATING
PERFORMANCE” AND “Ivient Stuny” METHODOLOGIES,
by Stephen AL Rhoades. July 1994, 37 pp.

Tne HeoNomics or vk Private Hourry Markr, by
George W, Fenn, Nellie Liang, and Stephen Prowse. Noven-
ber 1995. 69 pp.

BANK MERGERS AND INDUSTRYWIDE STRUCTURE, 1980 94,
by Stephen A. Rhoades. February 1996. 32 pp.
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Maps of the Federal Reserve System

LEGEND
Both pages
B Federal Reserve Bank city

Board of Governors of the Federal
Reserve System, Washington, D.C.

NoTe

The Federal Reserve officially identifies Districts by num-
ber and Reserve Bank city (shown on both pages) and by
leiter (shown on the facing page).

In the 12th District, the Seattle Branch serves Alaska,
and the San Francisco Bank serves Hawaii.

The System serves commonwealths and territories as
follows: the New York Bank serves the Commonwealth

Facing page
® Federal Reserve Branch city

— Branch boundary

of Puerto Rico and the U.S. Virgin Islands; the San Fran-
cisco Bank serves American Samoa, Guam, and the Com-
monwealth of the Northern Mariana islands. The Board of
Governors revised the branch boundaries of the System
most recently in December 1991.
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Federal Reserve Banks, Branches,

and Offices

IIEDERAL RESERVE BANK

branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON* ... 02106 Jerome L Grossman Cathy E. Minchan
William €, Brainard Paul M. Connolly
NEW YORK® .,............. 10045 John €. Whitchead William J. McDonough
Thomas W, Jones trnest T Patrikis
Buffulo ... 14240 Joseph J. Castiglia Carl W. Tutnipsced!
PHILADELPHIA ....... ... 19105 Donald J. Kennedy bdward G, Bochne
Joun Carter William [L. Stone, Jr.
CLEVELAND* oo 44101 AL Williaun Reynolds Jevey L. Jordan
(. Watts Humphrey, Jr. Sandra Pianatto
Cincinnati ... 45201 John N. Taylor, Ir. Charles A, Cerino!
Pittsburgh ................ 15230 John T Ryan (11 Harold J. Swart!
RICHMOND#* ... 23219 Claudine B. Malone 1. Alfred Broaddus, Jr.
Robert 1. Strickland Walter A, Varvel
Baltimore ... 21203 Michacel R. Watson William J. Tignanellit
Charlotte .................. 28230 James O, Roberson Dan M, Bechter!
Culpeper ..o, 22701 Julius Malinowski, Jr.?
ATLANTA oo 30303 Hugh M. Brown Jack Guynn
Danicl E. Sweat, Ir. Patrick K. Batron Janies M. Mckee!
Birmingham ............... 35283 Donald E. Boomershine bred R. Herr!
Jacksonville ceere.. 322310 Joan D). Ruffier James 1. Hawkins!
Miami .................... 33152 R. Kirtk Landon James T, Curry 1M1
Nashville ... 37203 Paula Lovell Melvyn K. Purcell
New Orleans ... 70161 Lucimarian Roberts Robert J. Musso
CHICAGO? 60690 Robert M. Healey Michael H. Moskow
Lester T McKeever, Jr. William €. Conrad
Detroit ... 48231 John D, orsyth David R. Allardice!
ST.LOULS ..o 63166 John E. Mcbonnell Thomas C. Melzet
Susan S. Eliott W. LeGrande Rives
Little Rock ...l 72203 Janet M. Jones Robert A. Hopkins
Louisville ... 40232 John A. Williams Thomas A. Boone
Memphis .o 38101 John V. Myers John P, Baumgartner
MINNEAPOLIS ............ 55480 Jcan D. Kinsey Gary . Stern
David A. Koch Colleen K, Strand
flelena oo 59601 Lune W, Basso John . Johnson
KANSAS CITY ..o 04198 Herman Cain Thomas M. Hoenig
A. Drue Jennings Richard K. Rasdall
Denver ..o 80217  Peter 1. Wold Carl M. Gambs'!
Oklahoma City ........... 73125  Barry L. Eller Mark I.. Mullinix
Omaba .o 68102 LeRoy W, Thom Harold t.. Shewmaker
DALLAS . .o 75201 Cece Smith Robert D. McTeer, Ir.
Roger R, Hemminghaus Tony J. Salvaggio
Bl Paso ... 79999 Patricia 7. Holland-Branch Sammie C. Clay
Houston .................. 77252 lIssac H Kempner [ Robert Smith, !
San Antonio ... 78295 Carol L. Thompson James 1. Stult?
SAN FRANCISCO ... ... 94120 Judith M. Runstad Robert T. Parry
James A. Vohs John I Moore
los Angeles ... 90051 Amta E. Landecker Temporarily vacant?
Portland ... 97208 Ross R. Runkel Raymond I1. Laurcnce
Salt Lake City ........... 84125 Gerald R. Sherraut Andrea P Wolcot
Seattle ... 98124 George I Russell, Jr. Gordon Werkema!

Chairman

President

Vice President

#Additional otlices of these Banks are located at Lewiston, Maine 4240; Windsor Locks, Connecticut 06096; East Rutherlord, New Jetsey 07016; Jericho,
New York 11753, Utica at Oriskany, New Yoik 1342:46 Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West Virginia 25311;
Des Moines, lowa 50306; Indianapolis, Indiana 46204; Milwaukee, Wisconsin 53202; and Peoria, Hlinois 61607,

1. Scnior Vice President.
2. Assistant Vice President.
3. bxecutive Viee President.





