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stilf appears to have been well contained: Over
the past twelve months, the consumer price
index excluding food and energy items has risen
2Ya percent—near the lower end of the narrow
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Monetary Policy Report to the Congress

Report submitted to the Congress on July 18, 1996,
pursuant to the [ull Employment and Balanced
Growth Act of 1978

MONETARY DOLICY AND 111},
{CONOMIC O1i11LOOK

The U.S. cconomy performed well in the first half of

1996. In carly February, when the Federal Reserve
prepared its last report on monetary policy, there was
somie concern about the strength and durability of the
current ecconomic expansion: The cconomy was oper-
ating at a relatively high level of resource utilization,
but it was not ¢xhibiting a great deal of forward
momentun. As the year has unfolded, however, eco-
nomic activity has proved quite robust. After rising
only lractionally in the Tourth quatter of 1995, real
gross domestic product posted a solid gain over the
first half of 1996, providing a considerable lift to job
growth. Looking alicad, the members ol the Federal
Open Market Comumittee (FOMC) anticipate that ceo-
nomic activity will grow more moderalely, on aver-
age, in coming quarters and that the unemployment
rate will remain around the level ithas averaged over
the past year and a hall.

Although overall consumer price inflation was
boosted by higher encrgy prices during the first haif
of the year, the undertying trend of prices still appears
to have been well contained. Over the past twelve
months, the consumer price index excluding food and
cnergy items has risen 2% percent icar the lower
end of the narrow range that has prevailed since carly
1994. Morcover, the deflator for personal consump-
tion cxpenditures on items other than food and energy
derived from data reported in the national income
and product accounts (NIPA) has continued o show a
slowing trend.

The combination of brisk prowth and favorable
underlying inflation so far this ycar has, of course,
been welcome. Nonetheless, mounting pressures on
resources are apparcnt in some segments of the
cconomy- —most notably in the labor market—and
these pressures must be monitored closely. Allowing

I. The charts for the report are available onrequest from Publica-
tions Services, Mail Stop 127, Board of Governors of the Federal
Reserve System, Washington, DC 20551,

inflationary forces to intensily would ultimately dis-
rupt the growth process. The Federal Reserve recog-
nizes that its contribution to promoting the optimal
performance of the economy involves containing the
rate of inflation and, over time, moving toward price
stability,

Mounctary Policy, Financial Markets, and the
liconomy over the Fivst Hall of 1996

Information available around the turn ol the year
suggested that the cconomy had downshifted after
posting a strong gain in the third quarter of’ 1995, 'The
growth of final demand appeared to have slowed,
reflecting importantly a deceeleration ol consumer
spending. In addition, hesitant growth abroad and a
strengthening in the foreign exchange value of the
dollar relative to the levels prevailing at mid-1995
were seen as limiting the prospects for further growth
in cxporls. The slowdown in the growth of final
demand had given rise to inventory buildups in
some industries; in turn, the production cutbacks
undertaken in response to those buildups were having
a further damping cffect on cconomic activity. Mean-
while, data on prices and wages suggested that inlla-
tion performance continued to be fairly satisfactory--
indeed, better than many members of the FOMC had
expected as of midyear 1995, To keep the stance off
monctary policy from becoming effectively more
restrictive owing 1o the slowdown in inflation in the
second hatt of tast year and 1o promote sustainable
growth, the Commitice cased the stance of policy in
December 1995 and again at the end of January 1996,
bringing the federal funds rate down a half percent-
age point in total, to 5% pereent.

Most patticipants in financial markets were unsur-
prised by these policy adjustments, given the eco-
nomic backdrop. Morcover, they anticipated that
there would be scope for additional casing steps in
the cowming months, 'Thus, between mid-December
and the end of January, interest rates on ‘Treasury
securities generally moved lower, especially at short
and intermediate maturities, and stock price indexes
cdged higher on balance. The dollar strengthened
stightly on net against the currencies ol the other
Group ol Ten (G-10) countries, reflecting, in part,
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disappointing news about the pace of activity in
Europe and consequently larger declines in interest
rates there than in the United States.

The underlying trends in the economy carly in the
year werc obscured to a degrec by extraordinarily
adverse weather that affected a significant part of the
country. Through the course of the next few months,
however, it became increasingly clear that the econ-
omy had regained vitality,. Consumer spending
perked up after a lackluster holiday season and was
only temporarily depressed by the severe winter,
Business demand for equipment proved quite strong,
as did housing demand. The strengthening in sales
facilitated businesses’ cfforts to control their inven-
tories, and as that situation improved, industrial
production rebounded smartly. Overall employment
growth was brisk, and by June the unemployment
rate reached its lowest level in six years.

Intlation during the first half ot the year was gener-
ally well behaved. Energy prices surged, mainly in
response (o a run-up in the world price of oil, and bad
news aboul grain crops raised the prospect of higher
food prices down the road. However, price inflation
for consumer items other than food and energy held
steady or moved a bit lower. Labor costs presented a
mixed picture. The increase in total hourly compen-
sation over the first three months of the year, as
measured by the cmployment cost index (ECI), was
in line with its recent moderate trend. However,
within total compensation, the wage and salary com-
ponent of the ECI surged in the first quarter, and
further signals of wage acceleration came from a
more rapid increase in average hourly carnings in the
second quarter.

Against the backdrop of stronger activity but sub-
dued inflation trends, the Federal Reserve made no
adjustiments to its policy stance after January. With
cconomic activity more clearly on the upswing, how-
ever, and prospects for a breakthrough on the federal
budget sceming to fade, intermediate- and long-term
interest rates reversed course in Hebruary and trended
up over subsequent months. Since the end of Decem-
ber, the yield on the thirty-year Treasury bond has
increased about | percentage point, on net, while the
yield on the five-year note has risen about |V per-
centage points over the same period. The rate on
threc-month bills has edged up only slightly. Despite
the backup in bond yields, major stock-price indexes
rose considerably further through the first half of the
year; most of those gains were erased in late June and
the first half” of July, however, as company reports
raised questions about the pace of carnings growth.
The rise in bond yiclds has boosted the dollar in
toreign exchange markets; since mid-April, the dollar

has generally traded against an average of the cur-
rencies of the other major industrial countries about
4 percent above its level at the end of December.

During the first half of the year, credit remained
easily available to most houschold and business
applicants. Interest rate spreads on private debt over
Treasury securities remained narrow. In response to
the recent increase in delinquencies on credit card
accounts, many banks have tightened their standards
for approval of new accounts, but this appears to
have only partially reversed a marked relaxation of
such standards earlier this decade, and banks overall
remain aggressive in the pursuit of new borrowers,
especially business clients. The debt of all domestic
nonfinancial sectors combined expanded at about a
4¥a percent annual pace, placing this aggregate ncar
the middle of its monitoring range. M2 and M3 are
currently ncar the 5 percent and 6 percent upper
boundarics of their respective growth ranges, in line
with the FOMC’s expectation as of last February. In
contrast to the experience of the carly 1990s, growth
tn the monetary aggregates relative to nominal gross
domestic product has been broadly in line with his-
torical relationships, given the structure of interest
rates.

Economic Projections for 1996 and 1997

As noted previously, the members of the Board of
Governors and the Reserve Bank presidents, all of
whom participate in the deliberations of the Federal
Open Market Committee, gencrally think it likely
that economic activity will return to a moderate
growth path in the second half of 1996 and in 1997
after the larger gains in the first half of this year, The
resulting increase in real GDP over 1996 as a whole
would be in the range ol 2V2 percent to 2¥4 percent,
somewhat above the forecasts in the February report
on monetary policy. For 1997, the central tendency of
the forecasts spans a range of 14 percent to 2Y4 per-
cent. The civilian unemployment rate, which aver-
aged around 5'2 percent in the sccond quarter of
1996, is expected to stay near this level through the
end of this year and perhaps to edge higher during
1997,

Economic activity clearly retains considerable
momentum. The trend in final demand is positive,
and inventories appear to be well aligned with the
current pace of sales-—perhaps cven a bit lean.
Accordingly, the members ol the FOMC recognize
the possibility that growth could remain elevated a
while, with the potential for putting greater pressure
on resources. Nonetheless, most members think that



some slowing from the rapid growth pace recorded,
on average, in the first half is the most likely out-
come. Housing construction and other interest-
seasitive activity should be restrained to some degree
by the rise in long-term interest rates over the past
several months. And although some ol the lagging
cconomics abroad are expected to perform better this
year, there are still concerns about the solidity of that
acceleration and the associated ift to U.S. exports. In
addition, growth in rcal business fixed investment
appears to be tapering off, although spending will
likely remain buoyant because of the rapid rate ol
product innovation and dramatic price declines in the
computer arca. Consuner spending is also expected
to grow less rapidly in coming quarters. Household
wealth has been boosted substantially by the rup-up
in stock prices over the past year and a half, but
for many houscholds, debt burdens have risen signifi-
cantly in recenl years and may represent a constraini
on purchases of big-ticket items.

Most members of the FOMC expect the rise in the
consumier price index over the four quarters of 1996
to be in the range of 3 percent 1o 3Ya pereent, about
Ya percentage point higher than they predicted last
winter. 'The projected increase in the consumer price
index is also somewhat larger than that recorded in
1995, Howevet, that step-up would mainly reflect
developments in the (ood and energy sectors, which

I, Lconontic projections foc 1990 qud 1997

Percent
Federal Reserve governors ‘
and Reserve Bank presidents
Indicator d ation
, Central
Range tendency
1996

Change, fourth quarter
to fourth quarter?
Nominal GDP ........... 4Y4-5Y% 5-5V2 5.0
Real GDP .......... . 244-3 24-2%s 2.6
Consumer price index? .. 3-3% 33 3.2
Average level,
Sourth guarter
Civilian unemployment

TAE Lieiliiiiein SVa-5%a About 52 5.6

1997

Change, fourth quarter
ta fourth quarter!
Nominal GDP ........... 4-5'% 4V4-5 51
Real GDP ....... . L2 1¥4-2V4 2.3
Consumer price index? ., 23434 23 2.8
Average level,
Sourth quarter
Civilian unemployment

FAE o eeiiiiinnein 5Y-6 5Y4-5Ys 57
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are likely to add to overall inflation in 1996 afler
having damped it in 1995, Apart from these volatile
scectors, inflation has remained in check so far this
year despite high levels of resource utilization and
repotts that tightness in some parts of the labor
market is placing upward pressure on wages. Assuni-
ing no further adverse shocks to food and cnergy
prices, and in the context of the Federal Reserve’s
intent o keep trend inflation well contained, the
Committee believes that overall CP1 inflation should
recede. Accordingly, the central tendency ol the
FOMCs forecasts shows CPIL intlation dropping back
to the range of 2% percent to 3 percent in 1997,

The Committee’s inflation projections incorporate
the technical nuprovements the Bureau of Labor
Statistics is making to the CPl in 1996 and 1997,
they are expected to shave a little from inflation in
both years, The Committee also recognizes that the
remaining biases in the CPl are not negligible and
may not be stable over time. Thus, it will continue to
monitor a variety ol alternative measures of price
change as it attempts to gauge progress toward the
long-run goal of price stability.

The Administration has just released its midycar
update Lo its cconomic and budgetary projections. s
forecasts for real growth and inflation in 1996 and
1997 are broadly in line with the central tendencies of
the forecasts of Federal Reserve policymakers.

Money and Debt Ranges jor 1996 and 1997

At its meeting carlier this month, the Commitiee
reaffirmed the ranges for 1996 growth of money and
debt that it had established in February: | percent (o
S percent for M2, 2 percent to 6 pereent for M3, and
3 pereent to 7 percent for the debt of the domes-
tic nonfinancial sectors. In addition, the Committee
set provisional growth ranges for 1997 at the same
levels.

ln setting the ranges for M2 and M3, the Commit-
tee intended to communicate its expectation as o the
growth of these monctary aggregates that would

2. Ranges lor prowtit ol monctary and debt apgregates

Percent
A Provisional for
ggregate 1995 1996 1997
1-5 1-5 1-5
2-6 2-6 2-6

3-7 3-7 37

1. Chagge lrota average lod tourth quatter of preceding year 1o average for
fourth quatter of year indicated.
2. Al wihan consuners,

Norr. Change hom average o towth guatter of preceding yean to average
tor fourth quarter of year indicated.
L Mondtoning, vange ton debt of domwestic nontinancial sectons,
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result unider conditions of approximate price stability,
assuming that the aggregates exhibit the same trends
relative to nominal spending that prevailed for many
years until the carly 1990s and that scem to have
reemerged after an intervening period o marked
deviation., Based on that reemergence and on Com-

mittee members’ expectations for the growth of

nominal GDP in 1996 and 1997, the Commitiec
anticipates that both M2 and M3 will probably finish
near the upper boundaries of their respective ranges
cach year. The Committee expects that the debt ol the
domestic nonfinancial sectors will remain near the
middle of its monitoring range in (996 and 1997. In
light of the rapid pace of technological change and
innovation still occurring in the financial sector—and

the attendant uncertainty about the future behavior of

the aggregates—the Comumittee will continue to rely
on a wide range of othier information in determining
its policy stance.

FCONOMIC AND FINANCIAL DEVELOPMENTS
IN 1996

Feonomic activity has increased substantially thus tar
this year. Real gross domestic product grew at an

annual rate of about 2% percent in the first gquarter of

1996, and the available data point to a much larger
increase in the sceond guarter. The increases in activ-
ity have been facilitated by generally supportive
{inancial conditions: Although long-term  interest
rates have risen considerably on net since carly 1996,
intermediaries have continued to supply credit to
most borrowers on favorable terms, and interest rate
spreads on corporate seeurities over Treasury securi-
tics have remained narrow. In the forcign exchange
markets, the dollar has appreciated, on average,
against the currencies of the other major industrial
countrics.

Fconomic Developments
The Houschold Sector

After a sluggish performance in late 1995, spending
by houscholds has picked up noticeably this year.
Consumer cexpenditures increased about 3V percent
at an annual rate i real terms in the first quarter and
appear to have posted another sizable gain in the
sccond quarter. In addition, according to indexes such
as those compiled by the Survey Rescarch Center
at the University ol Michigan and the Conference
Board, consumer sentiment has generally been rela-

tively upbeat. In the real estate market, sales of new
single-family dwellings have posted an average level
well above thal of last year, thus encouraging build-
ers to boost housing starts,

Outlays for durable goods have continued to be the
strongest component of spending, extending the long-
standing uptrend in the share of durables in total real
consumption. Declining relative prices and the avail-
ability of innovative products have continued to lift
demund for home electronic equipment and soltware
products. In addition, sales of light motor vehicles,
holstered by relatively generous incentives and per-
haps by the cash freed up by the surge in mortgage
refinancings last winter, averaged a healthy 15 mil-
lion unit annual rate in the first hall of 1996.

After a lackluster performance in 1995, real out-
lays tor nondurable goods have also risen this year;
the average level of these expenditures in April and
May was nearly 3 percent at an annual rate above that
recorded in the fourth quarter. Meanwhile, spending
on services has remained on a moderate uptrend, with
short-run variations reflecting the etfects of weather
on household energy use.

Consumer spending has been supported by brisk
gains in wage and salary income associated with
the better pace ol hiring this year. However, other
components of before-tax income, taken together,
have risen less rapidly than they did in 1995, and
gains in after-tax income were restrained by larger-
than-usual tax bills (final paymients less refunds) this
spring. Accordingly, the level of the personal saving
rate in May was somewhat below that recorded in
late 1995, although fragmentary data suggest that
saving rose sharply in June. In any cvent, taking a
longer perspective, spending and income have grown
at roughly similar rates over the past few years, and
the saving rate has generally fluctuated in a fairly
narrow bund between 4 pereent and 5 pereent since
1993~ -a low fevel historically.

The recent developments in financial markets may
have had an important influence on the spending
decisions of individual houscholds. In particular,
houscholds  holding large stock  portfolios have
cnjoyed sizable increases in wealth over the past year
and a half, which may be inducing them 1o consume
greater fractions of their incomes than they would
otherwise. At the same time, a growing number of
houscholds are apparently finding it difficult to meet
their debt-service obligations, judging Irom the
appreciable rise in delinquency rates on consumer
loans in recent years. In addition, it is possible that

job insceurity and longer-run concerns about retire-

ment income have caused many houscholds to raise
their targets for asset accumulation. However, the



relative stability of the saving rate over the past few
years suggests that the net clfecet of these factors
on overall consumption  at least to date-  has been
lmited.

Residential construction has, on the whole, been
robust this year. Private housing starts averaged
nearly 1.5 million units at an annual rate through
June, a pace appreciably above that in 1995, In
addition, the volume of shipments of mobile homes
(“manulacturcd housing™), which has doubled over
the past five years, now stands around 350,000 units
at an annwal rate, the highest level since 1974,

In the single-family scctor, starts and sales of new
homes were surprisingly lirm in the face ol severe
weather in carly 1996, and they moved stitl higher in

the sccond quarter. Morcover, the regular survey of

the National Association of Homebuilders continued
o indicate solid demand through carly July, and the
Mortgage Bankers Association reported  that loan
applications for home purchases remained  brisk
through midycar.

Relative to the lows reached in carly 1996, the rate
on thirty-ycar conventional fixed-rate homne mort-
gages has risen ucarly 12 percentage points and has
been fluctuating around 8% percent in recent weeks,
However, a number ol factors seem to have cush-
ioned the etfects of these higher mortgage rates. In
particular, rates on adjustable-rate mortgages have
risen only about hall as much as have those on
thirty-year fixed-rate loans. Also, house prices have
firmed somewhat, which may have raised confidence
in the investment value of residential real estate and
thus contributed to the recent rise in the honcowner-
ship rate, which is now at its highest level since the
carly 1980s. Probably more tmportant in this regaed,
however, is the trend in the alfordability of housing,
One simple measure of affordability is the monthly
mortgage payment on a uew honie having a given set
of attributes, divided by average monthly houschold
income. Despite the increase in mortgage rates this
year, this measure suggests that the cashi-flow burden
of homeownership is stll only modestly above the
lows ol the past thirty years.

Construction of multifamily housing averaged

about 300,000 units at an annual rate in the first half

of 1996, a rate somewhat above that in 1995 but
a fairly low onc historically. Market conditions vary
geographically, but the rental vacancy rate for the
nation as a whole scems to have tilted back up, after
generally trending down between mid-1993 and mid-
1995, Also, the absorption rate, which measures the
percentage of apartmients that are rented within three
months of their completion, edged back down in
1995 after several years ol increascs.
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The Business Sector

Developments in the business sector were uite
lavorable in the first hall of 1996, After decelerating
i 1995, real business fixed investment rose at a
12/ percent annual rate in the first quarter of 1996,
with sizable advances for both equipment and struc-
tures. And, although real investment appears to have
decelerated again in the second quarter, it probably
posted an appreciable gain. Over the past four years,
real investment has grown around 8 percent per year,
on average, and now stands at a level that implics
quite substantial growth in the capital stock. The
updating of capital and the increase in capital per
worker are key to lilting productivity growth and
living standards.

Oudays lor producers’ durable cquipment rose at
an annual rate of about 14 pereent in real terms in the
first quarter, after a 7% percent rise over the course of
1995. As has been true throughout the expansion,
imiuch of the first-quarter growth was in real outlays
for computers uand other information-processing
cquipment;  such investment  received  particular
impetus from exlensive price cutting in virtually all
segments of the computer market and from a push
o acquire the state-ol-the-art equipment needed
o lake full advantage of popular new software and
opportunities  for information transfer. However,
incoming orders data and recent ancedotal reports
suggest that the growth in real outlays for computers
may be slowing. Mcanwhile, demand for other types
of capital equipment, which had softencd in 1995,
firmed somewhat in the first quarter.

In the nonresidential construction arca, real invest-
ment continued o expand in the first quarter. How-
cver, the monthly data suggest that outlays softened
in the sccond quarter, an occurrence that is consistent
with the downturn in contracts  a forward-looking
indicator of construction outlays — since late 1995,

Trends within the construction sector have been
divergent. In the office sector, the modest recovery
that seemed to be under way appears to have waned
even though vacancy rates have continued to [all and
transactions prices have continued to rise. Outlays
dropped noticeably in the fourth quarter of 1995 and
the first quarter ol 1996, and preliminary data suggest
that they remained at a Tairly low level in the second
quarter. In contrast, spending for commercial struc-
tures other than office buildings, which has been
rising briskly since 1992, continued to advance
through the first quarter— although further gains may
be limited by an cmerging excess of retail space in
some parts of the country and the recent leveling out
of transactions prices. Llsewhere, outlays for indus-
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trial construction, which had moved up over 1994
and the first halt of 1995, have been nearly flat over
the past few quarters, while construction of hotels
and motels, which account for less than [0 percent of
structures outlays, has boomed.

[nvestment in nonfarm business inventories slowed
dramatically in the fourth quarter of 1995 after run-
ning at a fairly rapid pace over much of last year, and
it nearly ccased in the first quarter of 1996 as motor
vehicle stocks plummeted. Automotive stocks had
risen appreciably over the second half of 1995, and
some reduction was in train even before a March
strike at General Motors curbed production; with
the strike, dealer stocks were drawn down sharply.
In addition, although firms outside motor vehicles
apparently made considerable progress in rectifying
inventory imbalances in late 1995, many continued to
restrain production in response to continued weak
orders in carly 1996; producers ol houschold dura-
bles and textiles are notable examples.

Inventory investment evidently rebounded in the
second quarter, mainly because motor vehicle stocks
stabilized as sales and production returned to
rough balance. Outside of motor vehicles, stocks
accumulated moderately, on balance, in April and
May. As of May, inventory—sales ratios for all major
sectors were noticeably below their levels in late
1995; the decline in the ratio for retailers was espe-
cially steep.

Heonomic profits of all U.S. corporations continued
to surge in the first quarter, extending the steep climb
that began in the early 1990s. The strength in profits
in recent quarters has been attributable in large part to
robust earnings growth at domestic financial institu-
tions and a rebound in profits at foreign subsidiaries
of U.S. corporations. In the domestic nonfinancial
corporate sector, the profit share—pretax  profits
divided by the scctor’s GDP—has been hovering
around 10 percent since mid-1994, after having risen
appreciably over the preceding few years; its carrent
level is similar to the levels attained in the mid- 1980s
but well below the highs of the 1960s and [970s.
About half of the increase in the sector’s profit share
since the carly 1990s has reflected a reduction in net
interest expenses.

The Govermment Scetor

Although the nation continues to grapple with the
prospect of growing federal budget deficits in the
years ahead, the incoming news on the budget for
fiscal 1996 has been extremely favorable. The deficit

in the unificd budget over the first eight months of the
fiscal year—the period {rom October to May-—was
only $109 biltion, $27 billion less than during the
comparable period of fiscal 1995, The improvement
in the deficit primarily reflected exceptionally rapid
growth in receipts; outlays continued fo rise at about
the same pace as had been recorded, on average, over
the preceding four years. H present trends continue,
the fiscal 1996 deficit, when measured as a percent-
age of nominal GDP, will be the smallest since 1979,

Federal receipts in the first cight months of fiscal
1996 were 8 percent higher than in the same period a
year carlier; the rise was considerably greater than
that of nominal GDP. Boosted by the upswing in
business profits, corporate taxes have becn increasing
at double-digit rates since fiscal 1993, and that path
has extended into fiscal 1996. Individual income
taxes have also risen sharply this year; little informa-
tion is available on the tactors behind the surge in
individual payments, but it may have resulted, at least
in part, from capital gains realizations associated
with the strong performance in financial markets last
year.

In total, tederal outlays in the first cight months of
fiscal 1996 were 4 percent higher than during the
corresponding period of fiscal 1995, Outlay growth
was damped by the reductions in discretionary
domestic spending implied by this yecar’s appropria-
tions legislation. However, expenditures for “manda-
tory” programs continued to rise rapidly, and net
outlays for deposit insurance were less negative than
in 1995 (that is, insurance premiums and the pro-
ceeds from net sales of thrift assets declined). In
addition, net interest payments increased moderately,
reflecting the growth in the stock ol outstanding
federal debt.

Federal  expenditures  on  consumption  and
investment—the part of federal spending included
directly in GDP—increased at an annual rate of about
0 percent in real terms in the first quarter of 1996
after declining about 13 percent in the fourth quarter
of 1995. In part, real spending rose in the tirst quarter
because the government shutdowns that occurred dur-
ing the budget crisis depressed real spending less in
the first quarter than in the fourth. Even so, given the
enacted appropriations, the first-quarter increase was
almost surely a transitory spike.

The fiscal position of states and localitics has been
relatively stable in the aggregate over the past few
years. As measured in the NIPA, the surplus (net of
social insurance funds) in the scctor’s operating
accounts has fluctuated in the range of $30 billion to
$40 billion (annual rate) since the beginning of 1994;
it stood around the middle of that range in the first



quarter. On the whole, these governments are in
considerably better shape than they were in the early
1990s. Even so, the sector remains under pressure to
balance rising demand for services—oespecially in
education, corrections, and health care—against the
public desire for tax reliel.

Real expenditures on consumption and  gross
investment—-the part of state and local spending
included directly in GDP— declined somewhat in the
first quarter of 1996. However, the decrease reflected
primarily the effects of the unusually adverse winter
weather, and spending appears to have rebounded in
the sccond quarter. State and local employment
posted a respectable gain, on net, over the first six
months of the year. In addition, outlays for construc-
tion rose about 3%2 percent in real terins over the year
ending in the first quarter, reflecting higher spending
on highways and schools; monthly construction data
through May suggest that spending rose substantially
in the second quarter.

Reccipts of state and local governments rose about
4 percent in nominal terms over the year ending in
the first quarter, about matching the rise in nominal
GDP. The sector’s own-source general receipts,
which comprise income, corporate, and indirect
business taxes, rose about | percentage point laster,
with solid gains in all major components. Federal
grants have changed little, on net, over the past
four quarters.

The External Sector

The nominal trade deficit in goods and services wid-
ened from its low fourth-quarter level of $78 billion
at an annual rate to $97 billion in the first quarter of
19906, slightly less than the deficit of $105 billion for
1995 as a whole. The current account deficit stood at
$142 billion (annual rate) in the first quarter, about
the same as the tigure for 1995 as a whole. In April,
the trade deficit increased from the average level for
the first quarter.

After expanding very slowly during the second
half of 1995, the quantity of U.S. imports of goods
and services rose about 10 percent at an annual rate
in the first quarter, and preliminary data for April
show another sizable increase. The rebound in
imports largely reflected the streagthening of ULS.
cconomic activity. [n addition, non-oil immport prices
have declined somewhat since last fall, after having
risen sharply in late 1994 and carly 1995. A turn-
around in imported automotive vehicles, consumer
goods, and non-oil industrial supplies, following
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more than six months of declines, accounted for most
of the increasce in imports during the first four months
of 1996.

The quantity ol ULS. exports of goods and scrvices
expanded at a 2 percent annual rate during the first
quarter; it also appcars to have expanded at about this
pace in April. The somewhat subdued pace of export
growth so far this year reflects, in part, a bunching of
shipments, particularly of machinery, that resulted in
an unusually strong increase in exports in the fourth
quarter of last year.

Trends in cconomic activily have varied across the
major foreign industrial countries so tar in 1996, In
Japan, econornic recovery appears to have taken hold,
although the underlying pace of real GDP growth is
clearly less than the nearly 13 percent annual rate
reported for the first quarter; the first-quarter growth
rate was boosted, in part, by a temporary surge in
government spending and measurement practices
associaled with the leap year? In Canada, growth
remained subdued in the first quarter as real GDP
rose only |V4 percent at an annual rate despite much
stronger growth in domestic demand; indicators for
the second quarter suggest some strengthening.

Liconomic performance so far this year in Hurope
has been mixed. In Germany, real GDP declined
another 12 percent at an annual rate in the first
quarter, largely because severe weather caused a sub-
stantial contraction in construction spending; prelimi-
nary data suggest that construction activity rebounded
in the second quarter with the return to more normal
weather. In contrast, French real GDP expanded
nearly 5 percent at an annual rate in the first quarter,
supported by a very sizable rebound in consumption
as well as leap-year effects; strikes during the fourth
quarter of last year depressed economic activity and
contributed o a decline in private consumption
spending. Indicators for the second quarter suggest
that output growth moderated from its first-quarter
pace. In the United Kingdom, rcal GDP grew at an
annual rate of 12 percent during the first quarter,
somewhat more stowly than during the second half of
1995. On the policy front, most Buropean countrics
are secking to rein in their fiscal deficits during 1996
and 1997, in part to comply with the criterion in the
Muaastricht Treaty that countrics participating in the
third stage of the Buropean Monetary Union, now
scheduled to begin on January 1, 1999, not have
excessive fiscal deficits. As a reference value, the

2. Atthough the statistical agencies in many countries take the
number of working days in the quarter into account when scasonally
adjusting data, the statistical agencies in Japan, France, and ltaly
among the G-10 countries do not make working-day adjustiments.
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treaty specifies that deficits greater than 3 percent of a
country’s GDP are cxcessive, but it also provides
scope for accepting deficits above that Ievel in some
circumstances.

In Mexico, robust growth of real GDP in the first
quarter cxtended the recovery in cconomic activity
that began in the second half of 1995, Through June,
the Mexican trade balance remained roughly stable
at the level reached toward the end ol last year
after having improved markedly over the course of
1995. Argentina also appears to be emerging from
the steep declines in output experienced during the
first half of 1995, while Chile continues to enjoy
steady growth. Activity in Brazil has begun to expand
again in recent months, {ollowing a sharp contraction
in mid-1995.

Economic growth in our major Asian trading part-
ners (other than Japan) appears o have picked up
again this year after slowing noticecably during the
second hall” of 1995 from the extremely rapid rates
recorded in 1994 and the first half of 1995, The
recent pickup in activity was associated with an cas-
ing of monetary policy in some of these countrics in
the second half of last year and the early part of this
year. In China, output appears to have expanded
during the first quarter at around the 10 pereent
annual rate recorded in 1995, with a pickup in con-
sumption spending compensating for weaker growth
in the external sector.

Consumer price inflation generally stayed low in
the major foreign industrial countries and declined
or remained moderate clsewhere. In Japan, prices in
the second quarter, on average, were slightly above
their year-carlier levels because of the elfects of yen
depreciation on import prices; this upturn followed a
year of deflation. In western Germany, inflation
slowed through June to only about Y4 percent. Intla-
tion in Italy remained higher than in the other major
forcign industrial countries but slowed o below
4 percent through June. In Canada, inflation also
moved down further this year, to about 1Y percent in
May.

Inflation trends in Latin America have been mixed.
In Mexico, the twelve-month change in consumer
prices diminished to about 32 percent in June, com-
pared with a reading of 52 percent for the twelve
months ending in December 1995, Consumer price
inflation has also declined further in Brazil and
remained low in Argentina. In contrast, prices have
picked up in Venezucela in response to the deprecia-
tion of its currency associated with the adoption of a
program of macroeconomic stabilization. In Asia,
inflation has decreased so far in 1996 in China and
remained moderate to low elsewhere.

F.abor Market Developments

Labor demand was strong over the first half of 1996.
Growth in nonfarm payroll employment exhibited
considerable month-to-month variability but aver-
aged a hefty 235,000 per month. In addition, the
civilian unemployment rate remained low, holding in
the narrow range around 5% percent that has pre-
vailed since late 1994,

Employment gains were fairly broadly based over
the first half of the ycar. The services sector, which
now accounts for nearly 30 percent of nonfarm cm-
ployment, continued to be a mainstay of job growth,
showing increases of neacly 120,000 per month, on
average, over the first half. Within services, growth
in employment in business services remained rapid,
with large gains al computer and data processing
firms as well as at temporary help agencics, and
employment in health services trended up further.
In addition, construction payrolls rosc a brisk 30,000
per month, on average—an annual rate of about
7 percent. Elsewhere, payrolls at wholesale and retail
trade establishments continued to increase at about
the same pace as that in 1995, and employment in the
finance, insurance, and real estate category picked up
after having been nearly flat over 1994 and 1995,

Developments in manufacturing were uneven but
showed some improvement in the sccond quarter. As
1996 started, firms were still adjusting employment
to the slower path of output that had been evident
since early 1995, and payrolls—especially at firms
producing nondurable goods—-were reduced further.
In the past three months, manufacturing employment
has held fairly stcady, buoyed by the pickup in indus-
trial activity, and the average factory workweck,
which had contracted appreciably in 1995, trended up
through June.

For the nonfarm business scctor as a whole, pro-
ductivity rose at an annual rate of about 2 percent in
the first quarter of 1996, cchoing the acceleration in
output. However, productivity had posted an outright
decline in the fourth quarter of 1995; all told, produc-
tivity rosc about | percent over the year ending in the
first quarter of 1996, in line with the average pace
this decade. In the manufacturing scctor, productivity
rose 4% percent over the past year, although the
reported increase was probably overstated because
firms in this sector have been relying increasingly on
workers supplied by temporary help firms, who are
counted as service industry employees rather than as
manufacturing employees in the establishment sur-
vey of the Burcau of Labor Statistics.

Labor force participation has remained sluggish
this year. The participation rate, which measures the



percentage of the working-age  population that is
cither employed or looking for work, did retrace the
dip that occurred in late 1995, But taking a longer
perspective, the overall participation rate (adjusted
for the redesign of the houschold survey in 1994 has
changed little, on nct, since 1989 alter rising lairly
steadily from the mid-1960s to the late 1980s. The
flattening reflects mainly a marked deceleration in
women’s participation, owing both o a leveling off
in the pereentage of women who are in the labor
force for at Teast part of a piven year and slower
growth in the average number of weeks they spend in
the labor force that year. Morcover, with the average
number ol weeks these women spend in the labor
force having risen to a fevel only slightly below the
average for men, a significant rebound in participa-
tion does not scem very likely over the near term.
The sluggishness in participation tends to restrain the
growth of potentiad output unless it is offsel by a
better productivity performance or by laster growth
in the working-age population  neither of which has
yet been in evidence.

Despite the tghtness in labor markels in recent
quarters, the broad trends in hourly compensation
appear to have held fairly steady. The employment
cost index for private industry  a measure that
includes wages and benefits rose at an annual rate
ol about 3 percent over both the first three months
of 1996 and over the twelve months ending in
March; the ECL had also increased about 3 percent
over the twelve months ending in March 1995, Com-
pensation growth has continued to be damped by a
marked deceleration i employer-paid  benefits
especially payments for medical iusurance, which
have been restrained by the slowing in medical care
costs, the swilch in insurance arrangements from
traditional indemmnity plans (o health maintenance
organizations and other managed care plans, and
changes in the provisions of health plans (includ-
ing greater sharing of health care costs by cmploy-
ces). On the whole, wages also seem 1o have been
hield in check, although the most recent data may
be hinting at some acceleration. Notably, the wage
and salary component ol the ECL rose sharply in
the first quarter; although the data are volatile
and the first-quarter ligure likely overstates current
wage trends, the twelve onth change in the series
moved up to 3V pereent, nearly Vo pereentage
point larger than the increases in the preceding (wo

years. Separate data on average hourly carnings ol

production or nonsupervisory workers afso show a
recent acceleration in wages; the twelve-month
change in this series moved up to about 3V percent

in Junc.
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Price Devetopments

The underlyig trend ol prices has remained lavor-
able this year  notably, the CPL excluding food and
enerpy rose at an annual rate of 2% percent over the
first six months of the year, near the lower end of the
narrow range than has been evident since carly 1994,
Developments in food and energy markets boosted
overall inflation, however, and the total CP1 rose at an
annual rate of 35 percent over the first half; this
pattern was the reverse of that seen in 1995, when a
small drop in energy prices, combined with only a
modest increase i food prices, held the rise in the
total CP1 o just 270 percent. Meanwhile, the pro-
ducer price index for finished goods rose about
2% pereent over the twelve months ending in Junc;
excluding food and energy, the PP rose 1V2 percent,
a bit less than over the preceding year.

Consumer energy prices picked up around the turn
of the year and rose at an annual rate ol about
[2 percent, on net, over the first six months of 1996,
With crude oil stocks drained by strong worldwide
demand ftor heating oil and weather-related supply
disruptions in the North Sca and clsewhere, the
spot price of West ‘Texas intermediate (W) soared
from around $ 18 per barrel, on average, in the sceond
half of 1995 (o a high of around $25 per barrel in
mid-April; the W'l price has since retraced much
ol that run up. Reflecting the surge in crude oil
prices, retail prices of refined petroleum products
rose sharply through May, on balance. However, they
fell markedly in June, and private surveys of gasoline
prices inply a lurther decrease in carly July.

Retail Tood prices rose at an annual rate ol about
4 pereent over the first six months of 1996, somewhat
above the pace of the preceding few years. At the
farm level, prices of grains and other commoditics
rose o exceptionally high levels as adverse crop
conditions in some parts ol the country exacerbated
an already tight stock situation. Por some foods-
notably, dairy products, cercals and bakery products,
poultry, and pork- the pass-through tends to occur
relatively rapidly, and retail prices ol such items have
already risen appreciably. Beel prices fell through
May as producers sold olf herds in response to higher
feed costs and poor range conditions; they {urned
around in June and will likely rise further over the
next several quarters as the selloff of breeding stock
will eventually lead to tighter supplies.

Price increases tor consumer goods other than food
and energy slowed to T opercent at an annual rate
over the first hall of 1996, after averaging about
/5 pereent per year over the preceding three years.
lucreases in goods prices have been restrained, in
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part, by the uptrend in the doflar since mid-1995,
which has helped to damp import prices, In addition,
with the operating rate in the manufacturing sector
having falten to about its long-term average, pressure
from the materials side has been limited. Indeed, the
PPI for intermediate materials (excluding tood and
energy) actually fell a bit over the past twelve
months, after having risen 7%2 percent over the
preceding year. Looking ahead, however, the latest
report from the National Association of Purchasing
Managers suggests that vendor performance deterio-
rated markedly in June, a development that could
portend some firming of prices of materials and sup-
plies over the near term.

Prices ol non-energy services rose 3% percent at
an annual rate over the first half, about the same
as the rise over 1995 as a whole. Airfares accel-
erated significantly in the first half. However, shelter
costs increased less rapidly than they had in 1995,
and prices of medical care continued to decelerate;
over the six months ending in June, the CPI for
medical care services rose at an annual rate of only
about 3% percent, roughly 1 percentage point below
the 1995 pace. Moreover, there is some evidence
that the CPI may be understating the recent slow-
ing in medical care inflation, in part because it
does not fully capture the discounts negotiated
between miedical providers and insurers, including
managed care plans. The price measure used to
deflate consumer expenditures on medical care in the
NIPA better reflects such factors; it rose less than
2 percent over the year ending in the first quarter of
1996 after having risen 4% percent over the preced-
ing year,

Judging from the various surveys of consumers
and forecasters, expectations of near-term CPI infla-
tion deteriorated slightly in the first half of 1996,
Notably, although both the University of Michigan
and the Conference Board had reported a noticeable
drop in their one-year-ahead measures in the second
hall of 1995, that improvement was not sustained in
1996; the recent monthly readings have bounced
around, but the June results from both surveys were
similar to those recorded, on average, in the first half
of 1995, In contrast, longer-run inflation expecta-
tions, which have presumably been less affected by
the recent news in food and energy markets, have
held fairly steady. Smoothing through the monthly
data, the University of Michigan’s measure of
expected CPI inflationt over the next five to ten years
has not changed much since late 1994, and the survey
of professional forecasters conducted by the Federal
Reserve Bank of Philadelphia during the second quar-
ter of 1996 produced the same expectation for the

succeeding ten years as that in the survey taken in the
tourth quarter of 1995,

Financial Developments
Credit

Financial conditions in the first half of 1996 sup-
ported the pickup in the growth of spending. For the
most part, lenders continued to pursue credit appli-
cants aggressively as reflected, for example, in nar-
row spreads of interest rates on corporate securities
over those on Treasury securities. The debt of domes-
tic nonfinancial sectors increased about 4% percent
at an annual rate from the fourth quarter of 1995
through May ot this year, a pace that was a bit slower
than last year but still sufficient to place the level of
this aggregate in the middle of its monitoring range
for 1996.

The Government Sector.  Federal debt outstanding
increased about 4 percent at an annual rate over the
first half of 1996, a shade below the average rate of
increase last year. The impasse over the debt ceiling
disrupted the timing and size of some Treasury auc-
tions but did not alter the longer-term trajectory of
federal debt.

The pattern of net borrowing by state and local
governments in the past several ycars has been
heavily influenced by their efforts to retire debt issued
at relatively high interest rates in the mid-1980s.
They have pursucd these efforts through a strategy of
advance refunding: In the carly 1990s, when bond
yields were seen as espectally favorable, state and
local governments issued new debt, even before call
provisions on the older bonds could be exercised, and
placed the proceeds in escrow accounts. As it became
possible to do so, the issuing governments began
calling the older debt, using the contents of the
escrow accounts to complete the transactions. Re-
flecting these retirements, the amount of state and
local government debt outstanding declined about
4 percent per year in 1994 and 1995, This process is
still in train but evidently on a smaller scale; avail-
able information suggests that state and local govern-
ment debt outstanding declined only marginally dur-
ing the first half of this year.

The Household Sector.  The pace of borrowing by
households appears to have moderated somewhat
from the elevated rates of 1994 and 1995, but it
remains substantial. In particular, consumer credit
cxpanded at a 9% percent annual rate from the fourth



quarter of’ 1995 through May of this year, a rate that
was down from 142 percent over the four quarters of
1995, Mortgage debt actually expanded somewhat
more rapidly during the first quarter than in (995
(7% percent at an annual rate versus 62 pereent),
and available indicators suggest that growth during
the sccond quarter dropped back onuly to about last
year’s pace. The recent backup in mortgage rates,
which only began in I'ebruary, has had little etfect on
borrowing thus far and might even have increased it
temporarily by accelerating transactions.

The rapid growth in houschold debt during the
past few years has resulted in a sizable increase in
the estimated ratio of scheduled payments of princi-
pal and interest o disposable personal income. This
measure of debt-servicing burden has trended up over
the past two years, and as of the first quarter of 1996,
was approaching—-but still short of- -the levels
attained toward the end of the fast business cycle
expansion.

Several other recent indicators suggest that some
households are experiencing [mancial strains. For
example, the Consolidated Report of Condition and
Income shows that the delinquency rate on credit-
card receivables at connuercial banks has increased
significantly in recent quarters, retracing about one-
third of the improvement that took place during the
first few years of the current cconomic expansion.
The delinquency rate on auto loans at the finance
companies affiliated with the major manufacturers
moved up sharply beginning about two years ago and
since late last year has hovered around historically
high levels. Anecdotal evidence suggests that the rise
in both credit card and auto-loan delinquency rates
reflects a strategy to liberalize lending standards as
part of an overall marketing effort. The auto loan
delinquency rate has also been boosted a bit by the
increased prevalence of leasing, Lease customers tend
10 be betier credit risks than the average conventional
borrower, and the shift toward lcasing has had the
effect of skimming the more financially secure car
buyers and thus degrading somewhat the remaining
pool of people linancing their purchases through con-
ventional loan contracts.

The personal bankeuptey rate also surged to a new
high this year. The extent to which this development
reflects mounting financial difficultics of houscholds
is clouded, however, by changes in lederal law (elfec-
tive at the start ol [995) that may have increased the
attractiveness of bankruptey by increasing the value
of asscts that can be protected from liguidation in
bankruptey proceedings. The “cost’” of bankrupiey to
houscholds has also been effectively lowered by the
greater willingness of lenders to extend credit to
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riskicr borrowers-——cven those with a previous bank-
ruptey on their records.

Other indicators are less suggestive ol a deteriora-
tion in the financial condition of houscholds. For
cxample, the delinquency rate for morlgage loans
sixty days or more past due at all lenders is near its
lowest level in two decades, while the rate on closed-
end consumer foans ——despite having moved up over
the past cighteen months—-remains low by historical
standards. Morcover, the aggregate balance sheet of
the houschold sector clearly is in very good shape;
owing in large part to the surge in equity prices over
the past year and a hall, the ratio of houschold net
worth to disposable personal income moved up into
record territory recently.

Apparently in response to the recent run-up in
delinquency and charge-ofl rates on consumer loans,
banks have sclectively tightened their standards for
consumer lending. ‘I'hese actions reversed steps taken
carlier in the decade, when many card issuers
increased the growth ol their credit card reccivables
by offering accounts o customers who previously
would have been denied credit. The beliel was that
more sophisticated credit-scoring techniques would
control risks adequately, but it appears that some
“adverse selection” oceurred and that the uptick in
delinquencies has been larger than at least some
banks had planned. About 20 percent ol the respon-
dents in the Pederal Reserve’s most recent survey of
senior foan officers reported having tightened stan-
dards for approving applications for credit cards, and
10 pereent repotted tightening standards for other
consumer loans, Notwithstanding the recent tighten-
ing of standards, supply conditions for loans from
banks to consumers still appear accommodative.

The Business Sector. The debt of noanfinancial
businesses also appears to have expanded somewhat
less rapidly during the first half of 1996 than it did
fast year. In part, the moderation in borrowing can be
traced to the behavior of the financing gap for incor-
porated nonfinancial enterprises—the excess of their
capital expenditures (including inventory investment)
over their internally generated funds, During, 1995,
this gap narrowed quite substantially, reflecting
strong profits and a marked reduction in inventory
investment. Available indications are that the gap has
remained small this year.

lixternal funding for business spending has been
in plentiful supply thus Tar this year. One picce of
evidenee on this point is that interest rate spreads on
investment-grade bonds have edged down slightly
since the beginning of the year. Additionally, spreads
on high-yicld bonds have declined markedly and
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arc as low as they have been in at least a decade.
Also, supply conditions for loans from banks to busi-
nesses continue to look quite favorable. According to
the Federal Reserve’s most recent survey of bank
lending officers, standards tor approval of commer-
cial and industrial foans were about unchanged from
January to May of this year, and terms on such loans
were cased on net. Surveys by the National Federa-
tion of Independent Business indicate that small busi-
nesses have not faced difticulty getting credit, and
stories abound of new small-business lending pro-
grams of banks.

Gross offerings of long-term bonds by nonfinancial
corporations have been running about in line with last
year’s pace. However, the mix of issuers has shifted
somewhat, reflecting the changing structure of rates.
Late last year and carly this year, investment-grade
corporations were issuing a hefty volume ol bonds to
pay down commercial paper and to refinance existing
long-term debt. As the rates on investinent-grade
bonds increased this year, issuance of such debt
dropped off. Rates on high-yield bonds moved up
fess, however, and issuers of those bonds continued
to offer new debt at a rapid pace.

Gross issuance of cquity shares by nonfinancial
corporations has been exceedingly strong this year,

Indeed, total offerings in each of the three months of

the second quarter set successive monthly records.
This activity has been fueled by initial public offer-
ings and other cquity issuance by relatively young
comparies. Share retirements by nonfinancial corpo-
rations have also been very heavy. Announced stock
buybacks by such firms in both the first and second
quarters ran at $28 bitlion per quarter-- the fastest
pace since the late 1980s. On net, available informa-
tion suggests that nonfinancial corporations retired
cven more equity during the fiest half of 1996 than
they had in 1995.

Share retirements and merger activity have gener-
ated much less issuance of debt recently than they did
in the 1980s. Recent share repurchases have been
undertaken mostly by companies secking 1o return
the excess cash on their balance sheets to stockhold-
ers. And recent mergers and acquisitions have mainly
been accomplished through stock swaps between
companies in similar lines of business, rather than the
leveraged transactions commonplace in the [980s. In
Jine with the limited extent of debt financing, the
mergers executed thus far in 1996 have resulted in
little net change in bond ratings- -again in marked
contrast to the experience of the 1980s.

Depository Intermediation. 'The growth of credit
provided by depository institutions slowed sharply in

the fourth quarter of last year and first quarter of this
year, and conunercial bank credit—a component of
total depository credit for which more recent data are
available—slowed further in the sccond quarter. The
share of thrift institutions in total depository credit
has continued to decline in recent quarters. This
fong-standing trend may have been given additional
impetus last summer by the opening up of a differen-
tial between the premium rates paid by banks and
thrifts for their deposit insurance; this ditferential has
reduced the cost of funds for banks relative to the
cost of funds for thrift institutions,

The reduction and subsequent elimination of the
deposit insurance premium  for financially souad
banks probably played a role in shifting bank funding
toward deposits. During the first half of’ 1996, banks
increased their deposit liabilitics more rapidly than
their nondeposit liabilities—a contrast from the pre-
ceding few years when banks relied disproportion-
ately for their funding on nondeposit sources, includ-
ing borrowing from their forcign offices.

The Moncetary Aggregates

The increased reliance on deposit sources of funding
by banks has helped support the growth of the broad
money aggregates of late. Between the fourth quarter
of last year and June of this ycar, M3 expanded at an
annual rate of about 6 percent, putting it at the upper
boundary of its annual growth cone. As in 1995, the
growth in M3 this year was led by those compounents
not included in M2. In the aggregate, these comnpo-
nents increased about [} percent at an annual rate
between the fourth quarter of last year and Jane of
this year, only moderately below the 1995 average
pace of 14V percent. Institution-only money-market
mutual funds increased about 18 percent at an annual
rate over this period. This component of the money
stock increased especially rapidly during the first
three months ol the year. Often, the yields on these
funds lag changes in short-term market interest rates,
making them particularly attractive investments when
short-termn market rates are declining, as they were
around the turn of the year when the Federal Reserve
cased policy.

M2 increased 4% percent at an annual rate between
the fourth quarter of 1995 and June of this year,
leaving it ncar the upper boundary of its growth
range. For many years before the carly 1990s, the
velocity of M2 (defined as the ratio of nominal GDP
to M2) moved roughly in tandem with the oppor-
tunity cost ol holding M2-- that is, the interest earn-
ings forgone by holding M2 assets rather than market



instruments such as Treasury bills. This relationship
implicd that M2 (ended 10 move in proportion o
nominal GDP, except as it was influcnced by changes
in the opportunity cost of holding it. When the oppot-
tunity cost rose, owners ol M2 tended o cconomize
on their holdings, driving up the velocity of M2,

Beginning around the carly 1990s, however, this
historical refationship began to break down. Indeed,
in 1991 and 1992, the velocity of M2 rose sharply
cven as the opportunity cost of holding M2 declined.
A number of reasons for this development have been
adduced, including the unusually steeply sloped yield
curve aud very low level of short-term interest rates,
which helped 1o attract the public out of hiquid bal-
ances and into more readily available long-term
mutual funds; the credit crunch at banks and the
resolution of troubled thrift institutions, which re-
duced the aggressiveness with which these institu-
tions sought retail deposits; and houschold balance-
sheet restructuring, which entailed in part repayiment
ol loans out ol liquid money balances. The divergent
movement of the velocity of M2 and its opportunity
cost continued until the end of 1992, More recently,
the variables have once again been moving essen-
tially in parallel. In tight of the rapid ongoing pace of
innovation and technological change in financial scr-
vices, however, it is impossible to know whether the
new parallel movement of velocity and the opportu-
nity cost will persist.

M declined about [% percent at an annual rate
during the first hatl of 1996, just as it had done over
the four quarters of 1995, The recent sluggish behav-
jor of M1 reflects the ongoing spread of so-called
sweep programs, under which idle reseevable depos-
its are “swepl” into money-market-deposit accounts
(MMDAS). (The appendix provides additional infor-
mation on sweep accounts.) Fstimates based on
initial amounts swept suggest that Mt would have
expanded at about a 7 pereent annual rate during the
first hall of 1996 in the absence ol these programs.
Another lactor contributing to the recent weakness in
MI has been the growth of currency, which has been
sluggish by the standards ol the carly 1990s. Foreign
demand for currency apparently has tatled off some-
what. In large part, the slackening in net foreign
demand owes to substantial reflows from Argentina
and Mexico, where carlier worst-case fears about the
stability of the financial systemn have not been real-
ized. Reflows from Western Hurope and Asia have
also been significant, but net shipments to the former
Sovicet Union remain sizable. On the whole, demand
for the new $100 bill has been substantial, but this
has not had any detectable effect on the stock of
currency outstanding.
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The sluggish growth of currency has held down
expansion of the monetary base o only about 2 per-
cenl at an annual rate thus far this year. The other
restraint on the growth of the base has been the
turnaround in the behavior of required reserves. After
surging at double-digit rates in 1992 and 1993,
required reserves have been on a downward trend,
and at an increasing rate. Thus lar this year, required
reserves have contracted about 7%2 percent at an
annual rate. The emergence of this tread is perhaps
the most direct consequence of the spread of sweep
programs. Absent such programs, required reserves
probably would have increased about 10 percent over
the same period, owing to strong growth in demand
deposits. Continued spread of sweep programs could
affect the federal Tunds market, perhaps leading to
greater volatility like that experienced in carly 1991
following the climination ol reserve requirements on
nontransactions deposits. Thus far, such instabilities
have not been realized, but the Federal Reserve is
monitoring the situation carelully.

lnterest Rates, Hquity Prices,
and lixchange Rates

Interest Rates.  nterest rates on Treasury securi-
tics rose over the first hall of 1996, with the most
pronounced increases occurring for intermediate-term
securities. Between the end of Deceniber 1995 and
the middle ol July, the rate on three-month bills
increased somewhat less than Y4 percentage point, the
rate on five-year notes rose about V4 percentage
points, and the rate on thirty-year bonds rose about
[ percentage point. Despite these increases, nominal
Treasury rates overall continued to be relatively low
by the standards ol the past twenty years.

The spread between interest rates on investment-
grade private bonds and those on comparable-
maturity ‘T'reasury securities remained narrow during
the first half of the year, In pacticular, the average
spread on Baa-rated industrial bonds over thirty-year
Treasury bonds continued to fluctuate near where it
has been for the past several years and well below the
levels typical of the 1980s. The spread on investment-
grade utility bonds continued to drilt upward, but this
appeared to rellect the market’s increasing perception
that some firms in that industry might become riskier
as a result of deregulation and new competitive pres-
sures. The rate spread on high-yield bonds over the
comparable T'reasury notes narrowed sharply, revers-
ing the upward drift ol 1995, and returning this
measure to the low end of its range over the past
decade. The continuing, tow level of spreads on most
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investment-grade securitics, as well as the marked
decline of the spread on high-yield securities,
appeared to reflect in part market participants’
increasing confidence in the durability of the cco-
nomic expansion and consequent optimism about the
creditworthiness of corporate borrowers.

Fquity Prices.  Share prices have fallen in recent
weeks, most notably those of “high-tech” companies
whose ability to maintain steep earnings trajectories
has come into question. On net, though, broad in-
dexes of cquity prices have held steady or moved up
slightly since the end of 1995, As of July 16, the
S&P 500 composite index of stock prices had
increased 2 percent thus far this year, while the
NASDAQ index had returned to its beginning-of-year
level. Even this performance has been impressive,
given that it occurred in the face of appreciable
upward movement in long-term interest rates.

Fxchange Rates.  Since id-April, the weighted-
average value of the dollar in terms of the other G-10
currencies has generally been about 4 percent above
its level at the end of Deceinber, although the dollar
has moved down somewhat in mid-July. When com-
pared with an index of currencics from a somewhat
broader group of U.S. trading partners, the dollar has
appreciated 3 percent since December after adjust-
ment for changes in relative consumer prices. The
dollar has risen on balance about 4 percent in terms
of the German mark and about 6 percent in terms of
the Japanese yen.

The dollar has been supported by pereeptions of a
disparity in the performance of the US. economy
relative to that of many of our major trading partners
and the resulting expectations for the course of rela-
tive interest rates. Specifically, while data suggesting
robust growth in the United States caused interest
rates 1o rise, questions remained about the strength of
expansions in a number of other industrial countries,
particularly in Burope. Average long-term (ten-ycar)
interest rates in the other G-10 countries have risen
only slightly, about 20 basis points, since the end of
December. With U.S. rates rising substantially more
than that, the appreciation of the dollar over this
period is consistent with the shift in the long-term
interest differential in favor of the dollar. In addition,
the dollar was lifted to an extent against the yen by
data early in the year showing that the Japanese
external surpluses were narrowing.

Despite a weak output performance, long-term
interest rates in Germany have risen about 50 basis
points, with much of that increase coming during the
first quarter. Long-term interest rates have actually

fallen since the end of last year in some European
countries, such as France and ltaly, where political
and economic policy uncertaintics have been re-
duced. In Japan, long-terim inferest rates have risen
about 30 basis points, on balance. Short-term market
interest rates abroad are gencrally lower than they
were at the end of last year. German short-term
market rates are down nearly 50 basis points, while
rates in France are down more than 100 basis points
and those in the United Kingdom are down 70 basis
points. Official lending rates have been reduced by
the central banks in Germany, France, the United
Kingdom, and several other European countries in
1996. In Japan, short-term market interest rates
remain near the historically low levels reached during
the second half of 1995 as the Bank of Japan’s
official rates have been unchanged. Stock markets
in the foreign G-10 countries have risen 3 percent to
15 percent since the end of December, except in the
United Kingdom, where stock prices, on balance, are
about unchanged.

The Mexican peso traded during the first half of
1996 in a range somewhat stronger than that which
prevailed at the end of 1995, Mexican twenty-cight-
day wreasury bill (cetes) rates have declined from
nearly 50 percent in December to around 30 percent
as the rate of inflation has fallen. The economic
positions ol Mexican households and firms have
improved since early 1995, but problems in the finan-
cial system remain, as cvidenced by increasing
amounts of nonperforming loans at banks. Stock
prices have risen, on balance, about 5 percent in peso
terms since December, buoyed by the interest rate
declines and evidence of recovery in the Mexican
€conoiny.

The pace at which private foreigners acquired U.S.
assets increased markedly in the first quarter.
Although private net purchases of U.S. Treasury secu-
ritics were small, there were large increases in the
private holdings of’ U.S. government agency bonds
and U.S. corporate bonds, as U.S. corporations issued
heavily in the Eurobond market. In addition, direct
investment capital inflows surged to alimost $30 bil-
lion in the first quarter, reflecting a pickup in {oreign
acquisitions of U.S. firms. Together, these gross
inflows totaled ncarty $80 billion, roughly twice the
U.S. current account deficit for the quarter. U.S. net
purchases of forcign stocks and boads were also
sizable in the first quarter, with net purchases of
foreign stocks from Japan particularly large. U.S.
direct investment abroad slowed somewhat between
the fourth quarter of 1995 and the first quarter of
1996 but remained near the record pace for all of last
year. In April and May, private foreign interest in



U.S. securities continued to be strong while U.S.
investor interest in foreign stocks cooled somewhat
from the strong first-quarter pacce.

Foreign official holdings in the United States
increased about $52 billion in the first quarter of 1996
after a record $110 billion rise in 1995. These
increases reflected both intervention to support the
foreign exchange value of the dollar by certain indus-
trial countrics and substantial reserve accumulation
by several developing countrics. Data for April and
May indicated continued increases in official hold-
ings in the United States but on a much more modest
scale.

APPENDIX: SWEEPS OF RETAIL
TRANSACTION DUEPOSITS

In January 1994, depository institutions began imple-
menting sweep programs for retail customers.’ In
such programs, balances in houschold transaction
accounts (typically NOW accounts, but also some
demand deposits, both of which are included in M1)
are swept into savings deposits, which are part of the
non-M1 portion of M2. Such sweeps shift deposits
from reservable (transactions) accounts to nonreserv-
able (savings) accounts without impairing depositors’
ability to access the funds for transactions purposes.
Depositories have an incentive to establish these pro-
grams because reserves held at the Federal Reserve
ecarn no interest. Retail sweep programs reduce
reported reserves, the monetary base, and M1, They
have no effect on M2, because both transactions and
savings accounts are in M2.

Retail sweep programs have been established either
as daily sweeps or as weekend sweeps. Under a daily
sweep, a depositor’s transaction balances above a
target level are shifted cach night into a special
savings account created for the purpose. It debits
threaten to reduce the remaining transaction account
balances below zero, enough {unds are transferred
back from the savings account 1o reestablish the
target level of transaction balances. Because only six
transfers are allowed out of a savings account within
a statement month, on the sixth transfer, the entire

3. Sweep accounts for business customers of banks became wide-
spread in the mid-1970s. They involve sweeps of demand deposits
into repurchase agreeinents or other money market instruments whose
minimum sizes are too large to accommodate households.
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3. Sweeps of transaction deposits into savings accounts

Billions of dollars

. Monthly averages of .
Period initi ayl am ou%nts Cumulative total

1994
January ............. 53 53
February .. 2.2 7.5
March .. 0 15
April ......... 0 7.5
May .......... 0 75
June ...l 0 75
hly ... 0 15
August ........ 0 75
September .. L5 9.0
October ..... 6 9.6
November ... o 3 99
December ............ .0 9.9

1995
January ... 0 99
February .. 0 99
March ........ 0 99
April ......... .0 9.9
BY .oiaeieien 5.0 149
June ........ 7.3 22.2
by ... 6 22.8
August ........ 4.6 274
September 59 333
October ....... 717 41.0
November 4.3 453
December 9.2 54.5

1996
Janwary ... 13.7 68.2
7.0 75.2
6.4 81.6
78 89.4
8.4 978

Norr, Figures are the estimated total of transaction account balances initially
swept info savings accounts owing to the introduction of new sweep programs.
Monthly totals are averages of daily data.

Regular monthly updates of initial amounts swept may be obtained by
cmail by sending an email address along with a phone number to
sweeps frb @ frb.gov. Those without access to email may request data by

calling (202) 872-7577.

savings batance is returned to the transaction account.
Alternatively, in a weekend sweep program, all
affected transaction account balances are swept
into the special purpose savings account over the
weekend and then returned on Monday. Some
“weekend sweep” programs undertake sweeps on
certain holidays as well.

No information is available on the current amounts
of transaction balances that are being swept into
savings accounts. The Federal Reserve has obtained
data from depositories only on the initial amounts
swept on the date each program was established. The
table, which is updated and made available 10 the
public on an ongoing basis, shows that the initial
amounts swept under programs implemented through
May 1996 have cumulated to $98 billion. With a
marginal reserve requirement of [0 percent on
most of these balances, the cumulative reduction of
required reserves attributable to the initial amounts
swept has been nearly $10 billion.

(Table 4 appears on the following page.)
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40 Growth ol money and debt

Percent
Period Mt M2 M3 Domestic
’ - - nonfinancial debt

Year!

1980 . 7.5 8.7 9.6 9.5

FOB e e 54(2.5% 9.0 124 10,2

1082 L 8.8 8.8 9.7 9.8

TR e 10.3 1.8 9.5 119

1084 o e 54 8.1 10.8 14.6

LOBS e 120 8.6 7 4.4

1086 .o e 15.5 92 9.0 13.3

FOB7 6.3 42 5.9 10.0

FOB8 o e 4.3 5.7 6.3 8.8

L9BY L e .6 52 4.0 19

1990 . o 4.1 4.1 1.8 6.8

B991 L 79 3.1 1.2 +4.6

1992 e 14.3 1.8 .6 4.7

L0993 e 10.5 1.4 1.0 52

1904 24 .6 1.6 5.2

FO08 e -1.8 4.0 5.9 5.6

Quarter (unnual rate)?

1995:1 oo -1 1.0 4.5 34
e s -5 LR} 6.3 7.1
2 NI ~1.5 6.9 19 49
L =51 4.1 4.5 4.7

1996:1 Lo i e e e =27 5.9 7.2 4.7
2 -5 4.1 5.3 n.a

1. From average for towth quarter of preceding, yea o average tor touth 2. Adyusted for shitts to NOW accounts in 1981,

quanter of year indicated,

3. From average tor precedimg quarter to average tor quaiter indicated.
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Industrial Production and Capacity Utilization

for June 1996

Released for publication July 10

Industrial production increased 0.5 percent in June
after a downward revised gain ol (.5 percent in
May. The output of consumer durables, business
cquipuient, construction  supplies, and  materials
advanced nearly | percent or more. After a relatively
hot May, however, the production of nondurable
consumer goods fell as electricity output slackened.

Industrial production indexes
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AL 1257 pereent of its 1987 average, total industrial
production in June was 3.5 pereent higher than it
was in June 1995, For the sccond qguarter, industrial
production increased at a scasonally adjusted annual
rate of 5.0 percent, up from 3.0 pereent in the first
quarter; the recovery in the output of motor vehicles
and parts after the General Motors strike in March
accounted for the acceleration.
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Industrial production and capacity utilization, June 1996

Category 1996
M. Apr! Muay*
Fotal ... ... ... 123.6 124.5 125.1
Previous estimate ... 123.6 1244 125.3
Major market groups
Products, total® ... oo 120.0 120.7 1211
Consumer goods ... 115.3 115.8 116.1
Business equipment 162.7 166.4 166.5
Construction supplics L s 109.5 110.6
Malterials. ..o e L 129.1 1302 131.2
Muajor industry groups
Manufacturing ... 125.2 126.5 1269
Durable (... 135.0 1384 139.0
Nondurable ....... [RRN 1134 1136
Mining ................ 1011 100.5 1010
Utilities ... 128.0 1260 1292
Average, Low, High,
1967 95 1982 1988 89
|
Total ... 82.1 71.8 84.9
Previous estimate ... L
Manutacturing .............0 oL 8l.4 7.0 85.2
Advanced processing ..o RO/ /1.4 83.5
Primary processing ....... ... ..., 82.6 06.8 89.0
Mining ... 87.4 80.6 86.5
Utilities ... 86.9 6.2 9.6

[ndustiial production, index, 1987 =100

Percentage change

1996! June 1995
‘ (3]
June? M.’ | Apr } May* \ Junev June 1996
1257 5 7 5 5 35
5 N 7
121.8 -6 .0 3 3 3.0
116.2 1.1 .5 2 0 1.2
168.3 -1.3 2.3 | 1O 8.5
1S 2.0 1.7 9 9 4.0
1323 -2 9 8 R 4.3
127.6 -9 1.1 R .0 35
140.4 .4 2.0 4 1.0 6.8
1136 -2 2 . . -6
102.5 32 -5 5 1.5 LS
127.6 1.1 1.6 2.0 1.3 5.4
S I Mimo
Capacitly utilization, percent Capucity,
per-
1995 1996 contugy
) change,
June 1995
. ac o ay! 0 Lo
June Mar. I Apr., | May ‘ Junes June 1996
83.5 82.6 82.9 83.1 83.2 39
8.0 82.9 83.2
82.7 81.3 818 8.8 82.0 4.4
8.8 19.0 80.4 80).2 80.4 5.1
87.0 853 85.3 85.6 85.7 2.6
9().2 90.3 89.9 90.3 91.7 -
89,7 94.0 924 94.6 933 13

Note, Data scasonally adjusted or caleulated from seasonally adjusted
motthly data,
[. Change from preceding mnonth.

Industrial capacity utilization rose 0.1 percentage
point in June, to 83.2 percent.

When analyzed by market group, the data show
that the output of consumer goods was unchanged in
June, with a 1.6 percent increase in the production of
durable consumer goods offset by a 0.4 percent
decrease in the output of the much larger consumer
nondurables category. The increase in the output of
durables resulted from roughly equal gains in auto-
motive products and other durable goods; most of the
increase in the latter reflected a jump in the output of
appliances. About half’ of the decline in the produc-
tion of consumer nondurables resulted from the drop
in the residential use of electricity. The output of
paper products, gasoline, and food also decreased.

The production of business equipment rose 1.0 pei-
cent, bolstered by sizable gains in both information
processing equipment and transit cquipment. The
1.7 percent increase in the output ol information
processing equipment was led by another large gain
in the output of office and computing cquipment, but

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

the output of other components of this group, includ-
ing communications equipment, copiers, and measur-
ing instruments also advanced strongly. Increases in
auto and light truck assemblices and in aircraft manu-
facturing boosted the output of transit equipment,
although cuts in heavy and medium truck assemblies
partly offset those gains. The production of industrial
equipment was unchanged for a second month, and
the output of other equipment edged up; production
in both groups has fallen oft after having peaked in
February. The output of defense and space equip-
ment, pushed down by a strike at an aircraft manutac-
turer, more than reversed its (.7 percent increase in
May.

The output ol construction supplies rose 0.9 per-
cent for a second month. The production of durable
goods mualerials grew | percent, with strength
throughout the components ot this group, including
semiconductors, computer parts, basic metals, and
the parts used to make motor vehicles. The output of
nondurable materials edged up; a drop in paper partly



offset gains in textiles, chemicals, and containers.
The production of energy materials rose, despite the
drop in clectricity output, because ol gains in natural
gas and crude oil extraction, as well as an increasce in
coal mining,

When analyzed by industry group, the data show
that manufacturing output advanced 0.6 percent after
a gain of half’ that size in May. Gains were wide-
spread among industries in durable manufacturing;
the only easing was in the output of furniture and
{ixtures, which had increased 2.2 percent in May.
Production increased more than | pereent for comput-
ers, electrical machinery, stecl, and motor vchicles
and parts. The output of nondurables rose 0.1 per-
cent, the same amount as in May. Although output
advanced in most of the industries within nondurable
manufacturing, the declines in the outpat of foods
and paper and products offset most of the gains. After
an increase in May, the production in mining rose
.5 percent; the output at atilities fell a similar
anount.

The strength in durables and the weakness in non-
durables continue their patterns of the past year or
more; the output of durables has risen 6.8 percent
since June 1995, and the production ot nondurables
has declined 0.6 percent over the same period. Utili-
tics have also shown solid gains during the past year,
rising 5.4 percent. Utility output grew about 14 per-
cent per year, on average, between 1977 and 1995,

The factory operating rate advanced 0.2 pereentage
point in June, to 2.0 pereent, the same level as in the
fourth quarter of 1995. Utilization rates increased for
both advanced- and primary-processing industrics,
with most industrics showing increases in operating
rates. The rate for iron and steel rose more than
[ percentage point, while the rates for leather and
products, tobacco, motor vehicles and parts, and tex-
tile mill products rose more than ¥4 percentage point.
The largest decrease in utilization came in paper and
products, where the operating rate fell 0.9 percentage
point. The utilization rate for mining increased
i.4 percentage points; although the rate for utilitics
fell 1.3 percentage points, it remains more than 6 per-
centage points above its 1967-95 average.

This release and the history for all series pub-
lished here are available on the Internet at the
Board of Governors’ World Wide Web  site,
http://www.bog.frb.fed.us.

1996 REVISION ANNOUNCEMENT

During the fourth quarter of 1996, the Federal

Reserve will publish a revision ol its measures of

industrial production, capacity utilization, and indus-
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trial use ot electric power. The revision of [P and
capacity will both incorporate updated source data
for recent years and feature a change in the imethod of
aggregating the indexes. From 1977 onward, the
value-added proportions used to weight individual
series will be updated annually rather than quinquen-
nially. In addition, the production and capacity
indexes will be rebased so that 1992 actual output
equals 100.

The aggregate 1P indexes will be constructed with
a superlative index formulation similar to that intro-
duced by the Burcau of Heonomic Analysis in its
December 1995 revision of the National Income and
Product Accounts. At present, the aggregate 1P
indexes are computed as linked Laspeyres indexes,
with the weights updated every five years. Because of
the rapid fall in the relative price ot computing power,
that periodic updating of weights is too infrequent to
provide reliable estimates of current changes in out-
put and capacity. With the publication of the revision,
we will update our value-added proportions annually
and use a Fisher index-number methodology. This
new superlative index formulation will be applied to
all aggregates ol 1P, capacity, and gross value of
product.

The regular updating of source data for 1P will
include the introduction of annual data from the /994
Annual Survey of Manufuctures ot the Burcau of the
Census.

The statistics ou the industrial use of electric power
will be revised back to 1972, These revisions stem
from three basic sources. First, the new figures incor-
porate more complete reports received from utilities
for the past few years. Sccond, an updated panel of
reporters on cogencration will be fully integrated into
our survey ol electric power use. Third, the levels of
the monthly electric power series for manufacturing
industrics will be benchmarked to indexes derived
from data published in the Census Burcau’s annual
surveys and censuses of manufactures. These indexes
will also be revised so that 1992 clectric power usage
equals 100.

The revised data will be available at the Board’s
World Wide Web site. The data will also be available
on diskettes (rom the Board of Governors of the
Federal Reserve Systemn, Publication Services, 202-
452-3245. The revised data will also be available
through the Economic Bulletin Board of the Depart-
ment of Commerce; {or information call 202-482-
[986. In addition to the data currently provided, the
time series of implicit prices necessary for a user to
aggregate [P and capacity under the new micthodol-
ogy will be provided. For information on the plans
for these revisions, call 202-452-3 151,



Statements to the Congress

Statement by Griffith 1. Garwood, Director, Division
of Consumer and Community Affuairs, Board of Gov-
ernors of the Federal Reserve System, before the
Subcommittee on Financial Institutions and Con-
sumer Credit of the Committee on Banking and
Financial Services, US. House of Representatives,
June 19, [996

The Board of Governors of the Federal Reserve Sys-
tem appreciates this opportunity to comment on
issues concerning the coverage of clectronic henefit
transfer (EBT) programs under the Electronic Fund
Transfer Act (EFTA) and the Board’s Regulation E.
Under amendments to Regulation E adopted by the
Board in February 1994, EBT programs are subject
to modified Regulation [§ requirements scheduled to
take effect on a mandatory basis on March 1, 1997,

This hearing will examine the potential impact of

applying Regulation [ to these programs, particularly
the potential costs of compliance with the rules that
limit a recipient’s liability for unauthorized transfers.
I will discuss coverage of EBT programs under the
EYTA, which the Board is responsible for implement-

ing; address the states’ concern that the costs of

complying with Regulation B could impede the
development of EBT programs; and make some
comments about legislative proposals.

Govermmnent agencies have developed EBT pro-
grams in which recipients use plastic cards and per-
sonal identification numbers (PINs) to access food
stamp benelits at point-of-sale (POS) terminals in
food stores and cash benefits at either automated
teller machines (ATMs) or at POS terminals. The
Board supports the nationwide effort to provide
public benefits—such as social seeurity, food stamps,
and Aid to Vamilies with Dependemt Children—to
citizens electronically.

The clectronic transfer of benetfits otfers numerous
advantages over paper-based delivery systems, both
for recipients and for program agencies. Lor recipi-
ents, these advantages include Faster aceess to bene-
fits, greater convenience in terms ol times and loca-
tions for obtaining benefits, improved security
because funds may be accessed as needed, lower
cosls because recipients avoid check-cashing [ees,
and greater privacy and dignity. For agencies, EBT
programs offer a single, integrated system that can

more cfficiently deliver benefits for both state and
tederal programs by reducing the cost of benefit
delivery, facilitating the management of program
funds, and helping to reduce [raud.

As EBT programs developed in the early 1990s,
the Board considered whether, and in what manner,
Regulation E ought to apply. The objective was to
provide legal certainty so that agencies could make
informed decisions about developing or expanding
programs. The EFTA, enacted in 1978, provides the
basic framework that establishes the rights and
responsibilities of participants in electronic payment
systems. The Congress directed the Board to pre-
scribe regulations implementing the law and to
demonstrate—-to the extent practicable—that the con-
sumer protection of the regulation outweighs the
compliance costs necessary o provide this protection.

Transfers covered by the act and Regulation E
include transfers initiated through ATMs, point-of-
sale terminals, telephone bill-payment systems, or
home banking programs. The act and regulation
restrict the unsolicited issuance of ATM cards and
other access devices. They provide for disclosure of
the terms and conditions of an LT service, limita-
tions on consumer liability for unauthorized transfers,
crror resolution, and documentation of  transfers
through terminal receipts and periodic statements.

Under the EFTA, the Board has a broad mandate to
determine coverage when electronic services are
offered by entities other than traditional financial
institutions, Section 904(d) of the act provides that if
EFT services are made available to consumers by a
person other than a financial institution holding a
consumer’s account, the Board shall ensure that the
act’s provisions are made applicable to such persons
and services. It was under this mandate that the
Board considered whether, and how, government
agencies that offer EBT programs should be required
to comply.

The legislative history of the EFTA provided guid-
ance on the Board’s authority to determine if particu-
lar services should be covered by the act. Under
section 904(c), rules issued by the Board “may con-
tain such classifications, differentiations, or other
provisions—as in the judgment of the Board are
necessary or proper to effectuate the purposes of this
title, lor| to prevent circumvention or evasion



thereol. . .7 In discussing section 904(c), a Senate
Banking Committee report stated that ““since no one
can foresee EFT developments in the future, regula-
tions would keep pace with new services and assure
that the act’s basic protections continue o apply.”!

In February 1993, the Board proposed amendments
to Regulation I providing modified coverage of 1EBT
programs. In Febriary 1994, the Board adopted final
amendments. In adopting the amendments, the Board
noted that the act’s fegislative history, the language

of the act and regulation, and the strong similarity of

EBT systems 1o other B services supported cover-
age of EBT programs under the act and regulation.
From a public viewpoint, an EB'T program functions

much like a checking account with direct deposit of

government benelits and ATM and POS  services
availuble to access the benefits.

The Board considered the arguments presented by
governments and agencies on why Regulation [
ought zot 1o apply. Agencics suggested, for example,
that it was inappropriate for Regulation E to apply
because government agencics dilfer frow private-
sector financial iustitutions in & number of ways
related o how compliance costs can be borne.
Despite these arguments, the Board determined that
all consumers using BFT services are entitled to
receive substantially the same protections under the
EETA and Regulation I! and that this includes recipi-
ents of governnient benetits. Thus, the Board’s rules
provide benetit recipients much the same rights that
are available to other users ol clectronic payment
mechanisms and apply o government  agencies
requirenients that are largely equivalent to those that
govern private-scetor BT services. I essence, the
Board rejected the idea ol treating benefit recipients
diffecently from other citivens by denying them the
rights and protections of the Electronic Fund Transter
Act,

To facilitate compliance, the Board made certain
modifications to Regulation F oas it would apply 0
EBT. Under the rules that go into clfect next March,
modificd requircments apply to EB'T programs that
recognize their special characteristics. First, an
agency must disclose a recipient’s liability for unau-
thorized transfers, the types of transfers the recipient
may make, a notice about crror resolution proce-
dures, and certain {ees that may be imposed; gener-
ally, BT programs provide training for benefit
recipients that includes written disclosures. Sceoud,
an agency must document EETs through receipts at

L. Fuir Fund Transfer Act, Senate Report 95 915,95 Cong. 2 Sess,
(GPO, 1978).
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ATMs and POS terminals; BT programs gencrally
use existing payment systems or dedicated terminals,
and both provide receipts, To address the cost con-
cerns of programe agencies, the Board provided an
exeeption {rom the periodic statement requircient
under certain circumstances. lnstead of sending
monthly statements, EBT programs may provide
account balance information by telephone or at a
terminal and a written account history upon request.
The purpose of this maodification was 1o climinate
papet. The attached chart summarizes the applicable
provisions.”

To cnable states that are interested in EB'T to test
and implement their progratus, the Board defayed the
date of mandatory compliance with the final rule to
March 1, 1997, The Board approved the delay in
response 1o a request made by the Federal EBT Task
Force and endorsed by the Vice President. The task
force- which represents all the major federal agen-
cics with bencfit programs- -has  been  working
toward a nationwide system for the clectronic deliv-
cry of govermment benefits. The task lorce asked for
the three-year delay so (hat, in cooperation with the
states, the agencies could take the necessary mea-
sures for implementing EB'T programs in compliance
with Regulation 1.

The Board was, and remains, awarce ol the states’
concern that the costs ol complying with Regula-
tion E could impede the development of ERT pro-
grams. Before adopting the final rule, the Board
specilically solicited comment on the operational and
cost impacts of coverage, particularly in the arcas of
liability for unauthorized transfers and error resotu-
ton. In its proposal, the Board stated that any com-
ments opposing application of Regulation 15 on the
basis ol cost should be supported by substantial and
persuasive data. While many states submitted cost
estimates in response to the proposal, the Board was
not persuaded that a case had been made for exermpt-
ing programs [rom Regulation .

Today, many stales continue to assert that the appli-
cation ol Regulation 15 would make BEBT prohibi-
tively expensive, primarily because of the rules that
limit the recipient’s liability for unauthorized trans-
fers, Generally, Regulation [ limits Hability 1o $50 if
the recipient notifies the agency within two business
days ol learning of the loss or thelt of the card. States
express concern that potential losses from fraud and
misuse could foree them to discontinue BT pro-

2. The attachment 1o this statement as available Irom Publications
Services, Mail Stop 127, Board of Governors of the Federal Reserve
System, Washington, DC 20551,
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grams when compliance with Regulation E becomes
mandatory next March.

Without minimizing the states’ concern, it is
important not to overstate the risks. Regulation B
does not mandate an automatic replacement of bene-
fits when a claim of lost or stolen funds is made by a
consumer. The agency will investigate the claim,
consider the available evidence, and make a determi-
nation about whether a transfer was unauthorized or
was made by the recipient or by someone to whom
the recipient turnished access. If it turns out that a
recipient has given a family member or someone else
access to benefits, the recipient is fully lable for
transfers. And although an agency may not routinely
reject a claim because the recipient has filed a claim
previously, the agency could factor in previous claims
and losses by the recipient in deciding whether to
honor a claim of unauthorized use.

The Board recognizes that there are legitimate
concerns about the need 1o control for fraudulent
claims. But there are means that an agency may adopt
to help minimize fraudulent claims that do not con-
flict with Regulation B, means that exist today in the
paper-based system. For example: the agency could
putl recipients on restricted issuance (such as credit-
ing the recipient’s benetits biweckly, rather than
monthly); restrict the sites at which the recipicnt
could reccive benefits; or appoint a representative
payce. The agency could also place the recipient on a
paper back-up system. Although these limitations
may be desirable only in certain circumstances, such
measures are possible approaches for dealing with
recipients who misuse the EBT system.

Since 1994, states have had an opportunity to
develop ctfective management controls and operating
rules to control the cost of compliance with Regula-
tion B, This has provided a chance to find other
practical solutions to the liability exposure. In addi-
tion, the Department ol Agriculture has carried out
test programs that should provide uscful data about
the actual costs of coverage.

The Board is aware of the various bills that would
exempt EBT programs (rom the ENTA. The “Per-
sonal Responsibility and Work Opportunity Act of
1995,” H.R.4, which was passed by the Congress and
vetoed by the President, would have exempted EBT
programs that distribute needs-tested benetits and are

established or administered by states or localities.
Other bills remain ander consideration.

Whether these legislative proposals to exempt EBT
programs from the EFTA are wise is obviously a
decision tor the Congress should it choose to amend
the law, and the Board would not object to such
action. However, the Board olfers one observation, If
aun exemption is granted, limited to a particular cate-
gory of EBT programs (such as nceds-tested pro-
grams administered at the state and local level) with-
out applying to EBT programs across the board,
varying rules for different government benefit pro-
grams would result. This could make it very difficult
to implement the multipurpose, one-card, unified
national delivery system envisioned by the Congress
and by the federal government. Fither the federal and
state programs would have to issue separate cards or
they would have to explain to recipients how and
why different rules apply depending on the source of
the funds.

In conclusion, the Board believes that coverage of
EBT programs by the BFTA and Regulation E is
appropriate under the taw as it currently exists. The
EFTA provides that all consumers using electronic
fund transfer services have certain rights and respon-
sibilities in connection with the transfer of their
funds. Thus, the rule extends to benetit recipients the
same rights that are available to other users of elec-
tronic payment services. The rule applics to govern-
ment agencies requirements  and responsibilities
equivalent to those that apply to private-sector EFT
services. Therelore all citizens, regardless of the
source of their electronic transactions, are covered by
essentially the same rules.

The Board also belicves that it should be possible
to implement EBT programs in conformity with
Regulation E and EFTA and at the same time main-
tain the integrity of the programs and their account-
ability for public funds. But to the extent that it is
necessary to balance the consumer protection
afforded by the EFTA against concern about the
potential effect of the law’s compliance costs on the
nationwide delivery ot EBT, the Congress may wish
to reexamine the scope of the law’s coverage.
Today’s hearing provides a very useful forum for that
examination, and we appreciate the opportunity to
participate.
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Statement by Edward W. Kelley, Jr.,, Member of the
Bourd of Governors of the Federal Reserve System,
before the Subcommittee on Capital Markets, Securi-
ties and Government-Sponsored Enterprises, Com-
mittee on Banking and Financial Services, U.S. House
of Representatives, June 26, 1996

It is a pleasure to appear before this subcommitice to
discuss the supervision of bank sales practices on
behalf of the Federal Reserve. The recent publication
of various survey results has focused attention on the
performance of the banking and sccurities industries
in educating customers about the critical differcnces
between FDIC-insured deposits and uninsured invest-
ment products sold on bank premises.

The Board has a long history of concerns about
possible customer confusion between insured deposit
instruments and uninsured investment products sold
on bank premiscs. We have worked and continue to
work diligently to minimize customer confusion
through a number of supervisory and educational
initiatives. These initiatives include coordination
among the banking agencies to formulate clear and

comprehensive guidelines governing the conduct of

sales programs for nondeposit investment products
offered on bank premises; the development of
detailed examination procedures covering all aspects
of sales of nondeposit products; and the development
and implementation of an ambitious, multilaceted
education program for consumers and for banks. We
also have developed a productive relationship with
the National Association of  Sccurities Dealers
(NASD) that includes the coordination of examina-
tions of bank-aftiliated broker-dealers and the shar-
ing of examination information in appropriate cir-
cumstances. Finally, the banking agencies and the
securities  self-regulatory organizations have been
working together to extend the same professional
qualification standards found in the securities indus-
try to bank sales personnel.

Before discussing these matters in more detail, |
believe it would be helplul to discuss briefly the

continuing growth of the banking industry’s sale of

mutual funds and other nondeposit investment prod-
ucts that has occurred since carly 1994, when the
Board last testified on this subject.

MUTUAL FUND SALES

It is estimated that there were $3.1 trillion of mutual
funds outstanding as ol April 1996, up about 50 per-
cent from year-cad 1994, Of this amount, bank pro-
prietary funds accounted for about $420 billion, about

60 percent of which were money market funds. As
you can see, the banking industry’s share of total
mutual funds outstanding is relatively small, particu-
larly when money market funds are excluded.

With respect o sales volume, excluding moncy
market funds, banks sold about $32 billion of equity
and debt funds in 1995, up from $29 billion in 1994,
These uninsured investment products--whose prices
arc most susceptible (o changes in interest rates and
other market lactors—gencrate the most concern that
customers understand they could lose the principal
that they invested. Over the years, the banking agen-
cies have consistently sought to protect and educate
customers who might incorrectly belicve that such
investments are insured deposit instruments.

INTERAGENCY STATEMENT

In February 1994, the banking agencies jointly issued
an Interagency Statement on the Retail Sales of Non-
deposit [nvestment Products. The interagency state-
ment calls for banks sclling such products on their
premises to intensify their disclosure efforts to advise
retail customers that the investments are not deposits
insured by the FDIC, are not guaranteed by the bank,
and are subject to the risk of loss of principal. Thesc
three disclosures arc quite similar to those that have
been required by the Federal Reserve since 1972,
when it issued interpretations of Regulation Y per-
taining to bank holding company sales of uninsured
investment instruments such as commercial paper.
Banks were required to provide disclosures that were
intended to enhance customer awarcness and mini-
mize the mistaken notion that an investmeat product
purchased on bank premises was the same as an
insured deposit.

The interagency statement also formalized the
agencies’ expectation that sales of investment prod-
ucts would take place in an arca of the lobby dis-
tinctly separate from teller windows and other loca-
tions where deposits could be made. Moreover,
advertisements and account statements that contain
information about both insured deposits and unin-
sured investment products must separate the informa-
tion and provide the three disclosures [ mentioned
carlier. Appropriate standards for training, compensa-
tion, suitability, and supervision also were discussed.

Finally, the intcragency statement addressed the
relationship between banks and third parties that sell
investment products on bank premises—by far the
most typical scenario, because approximately 87 per-
cent of all sales on bank premises occur through
broker—dealers.




EXAMINATION PROCEDURES

Shortly after issuing the interagency statement, the
Federal Reserve developed detailed examination pro-
cedures for use in state member banks that sell mutual
funds to retail customers. The procedures arce
intended to enhance the supervision of these activi-
tics and to ensure bank compliance with the guide-
lines contained in the interagency statement. The
procedures focus on the adequacy of disclosure, the
physical separation of sccuritics sales from deposit-
taking activities, and other procedures intended to
avoid customer confusion and ensure  custonmer
protection.

[n the two years since implementation, our examin-
ers have found that banks gencerally have procedures
in place that comply with the guidelines in the inter-
agency statement. In some cases, cxaminers have
identificd material deficiencies in sales programs and
instructed that they be corrected. Although the Ted-
cral Reserve is prepared to initiate an enforcement
action against any bank found to operate a sales
program it a manncr not consistent with principles of
safety and soundness, in each case in which problems
were discovered the bank responded promptly. In
some cases this included a temporary suspension off
sale activitics until deficiencies were corrected. We
have also found many banks to be proactive in their
cfforts to operate investment sales programs in a safce
and sound manner, and our staff answers frequent
inquiries concerning compliance with the require-
ments of the interagency statement.

NASD COORDINATION

In January 1995, the banking agencies entered into an
Agreement in Principle with the NASD to coordinate
the supervision and examination of bank-affiliated
broker-dealers between the NASD and the banking
agencics. In the interest of functional supervision and
to avoid duplicative efforts to supervise and examine
entitics subject o the legal jurisdiction of both the
NASD and the banking agencies, arrangements were
made 1o sharc cxamination schedules, coordinate
examinations, and share pertinent findings relevant to
the retail securitics sales activities of such firms.
Pursuant 1o the agreement, the Federal Reserve has
worked closely with the NASD on several occasions
to address supervisory issucs arising from the exami-
nation of a statec member bunk and an altiliated
broker—dealer that conducts retail sales activities on
the bank’s premises. While the Federal Reserve has
addressed the issues with the bank (o seek corrective

action in responsc to the problems, the NASD has
addressed the matter with the affiliated broker—dcaler,
thereby ensuring that all partics to the business activ-
ity arc responding to the supervisors’ collective
concerns,

Most important, we have established effective lines
of communication and a cooperative working rela-
tionship with the NASD. We think that this relation-
ship has made our supervisory programs more
cifective.

NASD PROPOSED RULEMAKING

In late 1994, the NASD proposed new rules govern-
ing sales of securities on bank premises by member
firms. The Federal Reserve worked with NASD staff’
and provided extensive comments on the proposal,
many of which were incorporated into its revised
rule. The NASD also relied on the expertise of the
many commenters as well as on the advice of' a newly
created committee of bank-afliliated broker—dealers
and third-party providers that sell through banks. The
result is that the NASD’s proposed rule now is gener-
ally consistent with the interagency statcinent with
respect to the important issues of separation and
disclosure. We informally have communicated with
NASD representatives on issues, such as use of conti-
dential information, that need additional clarification.
The extensive communication in connection with this
rulemaking demonstrates the commitment of both the
industry and the regulators to achieve consistency in
rules and guidelines governing this arca. Our goal is
to maximize the benefits and minimize the burdens
resulting from our joint jurisdiction in this area.

BANKING AGENCIES’ PROPOSED RULEMAKING
ON PROFESSIONAL QUALIFICATIONS

The staft’ of the banking agencies is nearing comple-
tion of a proposed rule to establish a professional
qualifications program for banks selling securities to
retail customers that closcly follows securities indus-
try requirements. We believe the establishment of
professional qualification requirements is in the best
interests of the banking industry and of consumers.
Briefly, the proposed rule would require bank
cmployees to lake and pass a sceuritics induastry
professional qualification examination before begin-
ning to sell securitics to retail customers, This will
ensure that bank sccurities representatives are appro-
priately trained and educated as required by the inter-
agency statement and will enhance the ability of



banks to serve their retail sccuritics customers.
Continuing cducation requirements, such as those
required of broker—dealers and their employees, also
would be imposed to ensure continucd familiarity
with industry practices, sceuritics issucs, and regula-
tory requirements. Finally, bank sales personnel
would be subject 1o a registration process under
which employment and certain  disciplinary and
customer complaint information could be accessed
by members of the public. The banking agencies are
working with the NASD to arrange for the NASD’s
new Central Registration Deposilory (o maintain
registration information filed with the banking
agencics.

In our discussions with the trade organizations and
industry participants, we have cncountered strong
support for the proposed rule. We will encourage the
banking industry to participate by commenting on the
proposal as the banking agencies work closely with
the securities self-regulatory organizations to bring
this proposal to fruition.

MARKET TRENDS SURVEY

The FDIC recently released the results of its market
trends survey, which show that some banks and secu-
rities firms seling on bank premises need to improve
their elforts to advise customers of the risks associ-
ated with nondeposit investment products. We agree.
While there have been various consumer surveys that
have shown an increasing awarcness among the
investing public that mutual funds and other invest-
ment products purchased at banks are not FDIC-
insured, more can be done. For those investors who
do not understand the risks associated with the lack
of EDIC insurance, point-of-sale disclosures remain
important. In this regard, the lederal Reserve is
working closely with the other federal banking agen-
cies to promote disclosure by banks through the
cxamination process, promote  greater consumer
understanding through cducation, and promote pro-
fessional qualification standards (or bank sales per-
sonnel. We also will continue to work with the NASD
to obtain further improvenients in disclosure by
broker—dealers sclling sccuritics on banks premises.
As I noted carlicr, approximately 87 percent ol all
seeurities sold on bank premises are through sales
representatives ol NASD-registered broker -dealers.

EDUCATION INITIATIVES

In an effort to help bank customers understand that
not all products sold at banks ure insured by the
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federal government, the Federal Reserve launched a
multidimeasional, national  education  program
designed to deliver this message to consumers. In
addition to the interagency statement, for the past
cighteen months the Federal Reserve has been
engaged in an intensive education program aimed at
both retail customers and bankers. Mutual Funds:
Understand the Risks, as the program is known, is
quite comprehensive. It includes material for both a
consumer seminar presentation and a banker compli-
ance prograny, a video that can be used by bankers
and other professionals in their dealings with retail
customers; and compliance checklists o help bankers
operate in a manner that complies with the inter-
agency slatement.

The goal of the consumer seminar program is Lo
help retail customers understand  the  differences
between insured deposits and uninsured investments;
the goal of the banker cducation program is to
increase compliance with the interagency staiciment,
which in turn will help infornmy and protect customers.
The program has been well reccived and has been
discussed in numerous publications. The American
Bankers Association has featured the program in its
newsletter and has broadeast the video on its Skylink
System.

To date, seventy consumer seminars and forty-
scven banker training programs have been held
around the country, reaching more than 7,500
consuers— including a seminar in Spanish o an
audience in Puerto Rico—and nearly 1,400 bankers.
Materials have been distributed to another 3,150 con-
sumers via exhibits and town meetings sponsorcd by
the Securitics and Exchange Commission. Nearly
10,000 copies of the video, more than 7,000 copics
of the compliance checklists, and approximately
1,500 copics of the consumer outreach package have
been distributed. The materials have been shared
with federal and state regulators and are available
from the Board. Selected materials have been trans-
lated into Spanish.

These seminars and cducational initiatives appear
to work. A comparison of knowledge levels before
and after a consumer seminar indicates that indi-
viduals seem to have a better understanding of the
risks associated with nondeposit investment prod-
ucts: 91 percent know these products  arc  not
EDIC-insured, compared with 65 percent before the
seminar; 87 percent know these products carry the
risk of loss of principal, compared with 72 percent
before the seminar. Bankers who attended our train-
ing scssions report that they leel better able to
comply with the interagency statement, especially
with respect to disclosure and the physical separation
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of the investment sales area from deposit-taking
activities.

We intend to do more. We have completed a video
public service announcement that will be distributed
this summer to 145 stations in the top forty national
television markets. Materials for the bankers training
program are currently being updated, and we hope to
initiate another round of banker education programs
soon.

CONCLUSION

The continuing growth in bank sales ot mutual funds
and other uninsured investments necessitates a com-

mitment on the part of the banking industry and bank
supervisors to the principle that effective disclosure
of risks is in the best interest of the customer and the
banking organization. Banks can best ensure that
their sales staffs are operating in a manner consistent
with this objective if they develop comprehensive
training programs and effectively monitor compli-
ance with policies and procedures governing sales of
nondeposit products. The Federal Reserve will con-
tinue to seek ways to strengthen its educational and
supervisory programs to promote compliance with
the guidelines in the interagency statement so that
bank customers are served in a safe and sound
manner counsistent with principles of customer
protection. [l



Announcements

AIAN GREENSPAN: REAPPOINTMENT
AS CHAIRMAN OF T BOARD O GOVERNORS

ALICE M. RIVLIN: APPOINTMENT
AS A MEMBER OF T1HE BOARD 0" GOVERNORS
AND AS VICE CHAIR

TAURENCE H., MIEYER: APPOINTMENT
AS A MEMBER OF T1HE BOARD OF GOVERNORS

On February 22, 1996, President Clinton announced
his intention to reappoint Alan Greenspan as Chair-
man of the Board ol Governors and to nominate
Alice M. Rivlin as a member of the Board of Gover-
nors and Vice Chair, and Lawrence H. Meyer as a
nicmber of the Board of Governors. The three
appointiments were confirmed by the Senate on
June 20, and the oaths of office were administered as
follows: Dr. Greenspan on June 21, Dr. Meyer on
Junc 24, and Dr. Rivlin on June 25, A formal
swearing-in ceremony  was held on June 25 for
Dr. Greenspan, with Seceretary of the 'I'reasury Robert
Rubin administering the oath of office.

The text ol President Clinton’s  announcement
follows:

The President. Good afternoon. As we seek Lo sustain
cconomic growth there is no wore important institution in
our country than the Federal Reserve. Its decision can help
determine whether buosinesses can borrow and  grow,
whether families can buy a home, and whether our finan-
cial system is sound. Its independeunce and its professional-
ism are an important safeguard for our cconomy.

Over the past three years, my administration has had a
respectful and productive relationship with the Federal
Reserve. During this time, we have done our job to help
grow this cconomy, first by cutling our deficit in half, and
secondly, by increasing important investments in educa-
tion, technology and defense conversion.

The Fed, in tarn, has done its job making independent
and professional judgments on monctary policy. Together
our cfforts have helped to create a climate for sustained
cconomic growth- -the {owest combination of unemploy-
ment, inflation and mortgage rates in 27 years. This rela-
tionship has worked.

Today | am pleased to announce my decision, first, o
reappoint Alan Greenspan as the Chairman ol the Federal
Reserve Board. He brings his years ol experience as a
prominent cconomist and, | might add, a leading Republi-
can, and a carcer capped by eight years of service as the
Chairman of the Federal Reserve. During his tenure he has
inspired confidence and for good reason. He has worked
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with our administration to saleguard the stability of global
financial markets, recognizing that today even temporary
difficulties in one corner of the globe can have lar-reaching
cffects in another. And more importantly, his decisions
have helped us to work toward a period of sustained
cconomic growth,

Pm also proud (o announce my intention to nominate
two distinguished economists o join Chairman Greenspan
at the Fed. Fivst, T am nominating Dr. Alice Rivlin as the
Vice Chair of the Federal Reserve Board.

As a founding director of the Congressional Budget
Office, a Senior Fellow at Brookings Institution, and Presi-
dent of the American Feonomics Association, she is one of
our nation’s foremost experts on how to keep the economy
growing. And as my Dircctor of the Office of Management
and Budget, she has been my strong right arm as we have
cut wastelul spending and moved toward a balanced
budget.

I have come 1o deeply value her independence. She
always calls it as she sees it. And [ know from working
with her for three years that her ultimate test is how the
decisions we make aflect the lives and future of ordinary
American citizens.

Alice Rivlin has the right combination of mind and heart
to serve our country well as the Viee Chair of the Federal
Reserve. T will miss her, and T appreciate her willingness to
take on this new responsibility.

For the position ol Member of the Federal Reserve
Board 1 am today nominating Laurence Meyer. Dr, Meyer
is @ professor ol cconomics at Washington University. He
is renowned as one ol our nation’s leading cconomic
forecasters. This year he received the annual award as the
most accurate forecaster among blue-chip economists, an
award he also won in 1993, Because of that, his cconomic
forecasts are closely listened to at both OMB and CBO.
Now, that is no small feal. (Laughter.)

He consults widely Tor American businesses, and his

Judgment and experience will serve our nation well at the

Federal Reserve.

I we all continue to do our part and the Dederal Reserve
continues to be strong, forthright, and resolute, we can
create a climate for sustained growth and prosperity {or the
American people for years to come. T look forward to
working with these nominees, and 1 hope the Senate will
give them speedy and favorable consideration.

Thank you, Mr. Greenspan. Alice, Dr. Meyer, thank you
very much.

(. Do you have any guarantees {rom the Senate,
Mr. President?

The President. T don’t know that there are any guaran-
tees left in this old world, but 1 feel quite confident that this
team of people will be continmed.

. Mr. President, do you think these three people will be
able to engage in the kind of debate you were talking about
in New York last week?



728 Pederal Reserve Bulletin [ 1 August 1996

The President. | do. And 1 feel good about it. After all,
what should our objective be? Our objective should be to
achieve the maximum sustainable cconomic growth in our
country consistent with not letting inflation get out of hand.
And the ed can’t do that alone. The rest of us have 1o do
our part, too.

1 think balancing the budget is an important part of it [
think bringing the benefits of education and technology to
all the members of the work force who are stuck in
stagnant wages now is a very important part of it. [ think
creating inccutives to invest in the arcas where there aren’t
enough jobs of any kind, in the inner cities and the tural
areas, is an important part of it -that’s what our empower-
ment zone meeting today is about. And | think paying
some special attention to all those people who have been
downsized and trying to devise ways that will speed their
reentry into the job market at appropriate levels is an
important part of it.

S0 no one can do this job alone, but I think that the truth
is that we’re entering a new ceonomty and it’s a subject that
ought to be open to honest debate. [ was encouraged by the
comments that Chairman Greenspan made in his two
appearances before the Congress in the last couple of days,
And [ feel good about this group of distinguished Ameri-
cans being in the positions for which I have nominated
then.

Q. Thank you, Mr. President.

The President. Thank you.

(. Can we ask Dr. Riviin a question?

The President. Sure.

Q. What level of growth would you like o sec,
Dr. Rivlin? (Laughter) And Dr. Meyer as well i you
could.

Dr Riviin. A sustainable level consistent with low infla-
tion. (Laughter.)

. Dr. Rivlin, could we ask, have you had a change of
heart? Didn’t you indicate just recently that you weren’t
really interested in this job?

Dr Riviin. Yes, I did. (Laughter.)

Q. Is the President persuasive or- -

The President. | haven't lost all my powers of persua-
sion. (Laughter.) Battered and bloody though I may be,
[ can still, once in a while, make u good argument.
(Laughter.)

‘Thank you.

The Press. 'Thank you.

ISSUANCE OF INVESTMENT SCHEME ADVISORY

The Federal Reserve Board on June 11, 1996, issued
an Investment Scheme Advisory alert cautioning the
public about the continued proliferation ol illegal
“prime bank™ financial instruments and scams.

This Investment Scheme Advisory updates an
October 1993 interagency alert concerning fraudulent
“prime bank™ financial instruments and investment
programs that supposedly invest in them.

The advisory also states that, contrary to state-
ments in some of the written materials used by indi-
viduals involved with the (raudulent schemes, the
Federal Reserve does not, among other things, autho-

rize, sanction, or oversee any investment programs or
plans involving “prime bank” products. The Tederal
Reserve also does not license traders in “prime bank”
instruments or have agents abroad to sell or redeemn
such financial instruments.

MODIFICATION OF PRUDENTIAL LIMITATIONS
ON RISKLESS PRINCIPAL TRANSACTIONS

The Federal Reserve Board announced on June 11,
1996, the modification ot the prudential limitalions
established by the Board for the “riskless principal”
activities of bank holding companies. Bank holding
cowpanies  that previously have received Board
approval to conduct riskless principal transactions
may cngage in this activity subject to the modified
framework of limitations.

PROPOSED ACTION

The Federal Reserve Board on June 27, 1990,
requested public comment on a proposal to simplily
and update the requirements of its Regulation D
governing the reserve requirenients ol depository
institutions.  Comunents  should be received by
August 16,

ISSUANCE OF A REPORT ON THE: COMBINIED
STATEMENT OF CONDITION OF THE FEDERAL
RESERVE BANKS

The Federal Reserve Board issued on July 2, 1996, a
report by an independent accounting firm certifying
the combined statement ol condition of the Federal
Reserve Banks as ol the end of 1995 together with
related statements of income and changes in capital.

This was the first financial audit of the combined
{inancial statements of the Reserve Banks performed
by an independent accounting firm, in this case by
Coopers & Lybrand. The certified financial state-
ments and footnotes appear in this issue of the
Bulletin on pages 780-89.

Audits of each Reserve Bank have tong been con-
ducted by ecach Bank’s general auditor and by the
Board’s financial examiners. This is the first year that
the System has issued independently audited com-
bined Reserve Bank financial statements and foot-
notes similar to those provided in the private sector.

Other audits of the Board and Reserve Banks are
conducted by the General Accounting Office and the
Board’s Inspector General.



PUBLICATION OF THE JUNE 1996 UPDATE
OF THE BANK HOLDING COMPANY
SUPERVISION MANUAL

The June 1996 update of the Bank Holding Company
Supervision Manual, Supplement No. 10, has beea
published. The inspection guidance dealing with
mortgage banking nonbank subsidiarics of bank hold-
ing companies has been substantially revised. This
revision provides supervisory guidance regarding
oversight by a company’s board of dircctors and
senior management; activities comprising loan pro-
duction, markeling, servicing, and administration;
and issues relating to mortgage-servicing rights, finan-
cial analysis, and intercompany transactions.

The update also includes inspection guidance on
rating the adequacy of risk management processes
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and internal controls. In addition, the Manual
includes new or revised summaries of certain non-
banking activitics that have been approved by Board
order- —including, Futures Comuission Merchants,
Scction 20 companies, futures (and options thereon)
involving financial and nonfinancial commoditics,
and related advisory services. The sections for Regu-
lation O (Loans to Executive Ofticers, Directors, and
Principal Sharcholders of Member Banks) and inter-
company transactions have been changed o incorpo-
rate the new definition of unimpaired capital and
surplus. A more detailed list of changes ts tncluded in
the revision package.

The public may obtain the Manual and the updates
(including pricing information) from Publications
Services, Mail Stop 127, Board of Governors of the
Federal Reserve System, Washington, DC 20551, [



Legal Developments

FINAL RULIE—AMENDMENT 1O REGUIATION S

The Board ol Governors is amending 12 CER. Pait 219,
Subpart A of its Repulation § (Reimbursement for Provid-

ing Financial Records; Recordkeeping Requirements for

Certain Financial Records), which implements the require-
ment under the Right to Financial Privacy Act ("REPA™)
that the Board cstablish the rates and conditions under
which payment shall be made by a govermment authority (o
a {inancial institution for assembling or providing financial
records pursuant to REPA. These amendiments update the
lees to be charged and streamline the subpart generally.

Effective July 12, 1990, 12 C.ER. Part 219 is amended
as follows:

Part 219- Reimbursement for Providing Financial
Records,; Recordkeeping Reqguirements for Certain
Financial Records (Regulation S)

Stthpart A -Reimbursement to Financial Institutions
Jor Providing l'inancial Records

[. The authority citation Tor Subpart A continues to read as
follows:

Authoriry: 12 ULS.C. 3415

2. Subpart A is amended by revising sections 219.2 through
219.6 to read as follows:

Scction 219.2— Delinitions.

For the purposes ol this subpart, the following definitions

shall apply:

Customer means any person or authorized representative off

that person who uses any service ol a financial institution,
or for whom a financial institution acts or has acted as a
liduciary in relation to an account maintained in the per-
son’s name. Customer does not include corporations or
partnerships comprised ol more than five persons.

Financial institution means any ollice ol a bank, savings
bank, card issucr as detined in section 103 of the Consum-
ers Credit Protection Act (15 U.S.C. 1602(n)), industrial
loan company, trust company, savings association, building
and loan, or homestead association (including cooperative
banks), credit union, or consumer finance institution, lo-
cated in any Stale or (ereitory of the United States, the
District of Columbia, fucrto Rico, Guam, American Sa-
moa, or the Virgin Islands.
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Financial record means an original or copy of, or inlor-
mation known to have been derived [rom, any record held
by a financial institution pertaining to a customer’s rela-
tionship with the tinancial institution.

Government authority means any agency or departiment
ol the United States, or any ofticer, employee or agent
thereof.

Person means an individual or a partnership ol five or
fewer individuals.

Section 2193 Cost reimbursement.

(@) I'ees payable. Except as provided in section 2194, a

government authority, or a court issuing an order or sub-

pocna i connection with grand jury proceedings, secking
access to financial records pertaining 1o a customer shall
reimburse the financial institution for reasonably necessary
costs directly incurred in scarching lor, reproducing or
transporting books, papers, records, or other data as set

forth in this scction, The reimbursement schedule Tor a

financial institution is set forth in Appendix A to this

section. I a financial institution has financial records that

are stored al an independent storage facility that charges a

fee to scarch for, reproduce, or transport particular records

requested, these costs are considered 1o be direetly incorred
by the financial institdtion and may be included in the
reimbursement.

(b)Y Search and processing costs. (1) Reimbursement of

search and processing costs shall cover the total amount
of personnel tinme spent in locating, retrieving, reproduc-
ing, and preparing financial records for shipment, Scarch
and processing costs shall not cover analysis ol material
or legal advice.
(2) I itemized separately, scarch and processing costs
may include the actual cost of cextracting information
stored by comiputer in the format in which it is normally
produced, based on computer tine and necessary sup-
plics; however, personnel time for computer scarch may
he paid for only at the rates specified in Appendix A (o
this section,

(¢) Reproduction costs, The rehmbursement rales for repro-

duction costs for requested documents are set forth in

Appendix A to this section. Copies of photographs, films,

computer tapes, and other materials not listed in Appendix

A 1o this section are reimbursed at actual cost.

() Transportation costs. Reimbursement lor transpottation

costs shall be for the reasonably necessary cosis directly

incorred 1o transport personnel to locate and ietrieve the
requested information, and 1o convey such material (o the

place of examination.



732 Pederal Reserve Bulletn [T August 1996

Appendiv Ato Section 2195 Reimbursenient

Schedule

Reproduction:

Photocopy, per page .25

Paper copies al microliche, per frame $.25

Duplicate microliche, per microliche $.50

Computer diskette $5.00
Scarch aind Processing:

Clerical/Technical, hourly rate $11.00

Manager/Supervisory, hourly rate $17.00

Scetion 21944 Lixeeptions.

A financial institution is not entitled to reimbursenient
uncer this subpart for costs incwired i assembling o
providing financial records or information related 1o:

() Security intevests, bankruptey claims, debt collection.
Any financial records provided as an incident to perfecting
aosecutity interest, proviang a claim in bankruptey, or other
wise collecting on a debt owing cither 1o the tinancial
institution itsellor in its role as a liduciary.

(b)Y Govermmuent loan progranes. inancial records that are
necessiy o permit the appropriate govermnent authory
Lo carry out its 1esponsibilities under a povernment foan,
loan guaranty or foan insurance progran.

(¢) Nonidentifiable tnformation. Financial records that are
ot identiticd with or identiltable as being dertved Trom the
financial records ol a particular customer.

(Y Financial supervisory agencies. Fiancial records dis
closed (o a linancial supervisory ageney in the exercise of
its supervisory, regulitory, or monctary  functions with
respect to alinancial institution,

() hternal Revenue supunons., Financial records disclosed
in accordance with procedures authotized by the Internal
Revenue Code.

() Federally required reports, Finaneial records required
to be reported i accordance with any federal statute or rule
promulgated thereunder.

(2) Govermment civil or criminal litigation, Financial
records sought by a government anthority under the Fed-
cral Rules of Civil or Criminal Procedure or comparable
rules ol other courts in connection with litipation to which
the government authority and the custonier are partics.

(DY Admiinistrative agency subpoenas. Financial records
sought by a government authority pursuant to an adininis
trative subpocna issued by an administrative law judge in
an adjudicatory proceeding subject o 5 US.CL 554 and 1o
which the government authority and the castomer are
partics.

() Lnvestigation of financial institition or its noncustones
Financial records sought by o government authority in
connection with a lawful proceeding, investigation, exanii-
nation, or inspection directed at the financial institution in
possession ol such tecords, or at i entity that is not a
custoper as defined i section 219.2 ol this part.

(1) General Acconnting Office requests. Financial records
sought by the General Accounting Oflice pursuant (o an
authorized proceeding, investigation, examination, or audit
directed ata government authority,

(k) Lederal Housing Finance Board requests. Financial
records orinformation sought by the Federal Housing
Finance Board (IHFB) or any of the Federal home loan
bantks in the exercise of the FIHB's authority 1o extend
credit to financial institutions or othiers,

() Department of Veterans Aflairs. ‘The disclosure ol the
name and address ol any customer 1o the Department of
Velerans Altairs where such disclosure is necessary (o, and
used solely Tor, the proper administration ol benelits pro-
arams under laws administered by that Department,

Scection 2195 Conditions To1r payment.

() Direet costs. Payment shadl be made only for costs that
are both dircetly incuired and reasonably necessary o
provide requested material. Search and processing, repro-
duction, and transportation costs shall he considered sepa
rately when determining whether the costs are reasonably
NECessary.

(b)Y Compliance with lesal process, request, or authoriza-
tion, No payment may be made to a linancial institution
until it satistactorily complies with the legad process, the
fornmal written request, or the customer authorization.
When the fegal process or Tormal written request is with-
drawn, or the customer authorization is revoked, or where
the customier successtully challenges disclosure 1o a grand

Jury or povernment authority, the financial institution shall

be reimbursed Tor the reasonably necessary costs incurred
in assembling the requested fimancial records prior to the
time the financial mstitution s notificd of such event.

() lremized bill or invoice. No reunbursement is required
unless o Gnancial institution submits an itemized bill or
invoice specilically detaling its scarch and processing,
reproduction, and  transportation costs. Scarch and pro-
cessing time shoufd be billed in 15 minute increments,

Section 219.6 Payment procedures.

() Notice to submit invoice. Proniptly tollowing a service
ol lesal process or request, the court or government author-
ity shall notily the financial institution that it must submit
an itemized bill or invoice in order to obtain payment and
shall turnish an address Tor this purpose.

(b) Special notice. 1y prand jury or government anthority
withdraws the legal process or format waitten request, or il
the customer revokes the authorization, or il" the legal
process or request has been successtully challenged by the
customer, the grand jury or government authority shall
promptly notify the financial institution of these facts, and
shall also notily the financial institution that it must submit
anitemized bill or invoice i order o obtain payment off
costs incarred prior 1o the tine of the notice to the financial
institution receives (this notice.



Section 219.7 | Removed|

3. Section 219.7 15 removed.

ORDERS ISSULD UNDER BANK THOLDING COMPANY ACT

Orders Ixsued Under Section 3 of the Bank Holding
Company Act

Bank of Boston Corporation
Boston, Massachuscelts

Order Approving Acquisition of a Bank Holdig
Company

Bauk ol Boston Corporation (*Bank of Boston™), a bank
holding company within the meaning ol the Bank Holding
Company Act (CBHC Act™), has requested the Board's
approval under section 3 of the BHC Act (12 US.C.
§ 1842) to acquire The Boston Bancorp (*Bancorp™) and
thereby indirectly acquire its wholly owned subsidiary,
South Boston Savings Bank (“Savings Bank™), all in Bos
ton, Massachusetts.!

Notice of the proposal. allording interested persons an
opportunity to submil comments, has been published
(O federal Register 11,639 (1996)). The time for filing,
comments has expired, and the Board has considered the
application and all comments received in light ol the
{actors sct forth in section 3(cy of the BHC Act.’

Bank of Boston, with consolidated assets of approxi-
mately $47.4 billion, operates subsidiary banks in Massa-
chuscts, Connecticut, Florida, and Rhode Island, and a
special purpose bank in Maine that provides cash manage-
ment serviees. Bank ol Boston is the Tarpest commercial
banking, organization in Massachuscits, controlling depos
its o $15.4 billion, representing, approximately 15.2 per-
cent in total deposits in commercial banks or thrift institu-

1. Bank of Boston proposes 1o acquite Bancorp by mergig its
wholly owned subsidizny, BancBoston Merger Co., into Bancorp with
Bancorp to be the swviving company. Alier consumniation ol this
proposal, Bank ol Boston would micipe Savings Bank with and into its
wholly owned subsidiary bank, The First National Bank of Boston
(CENBR™). The Oftice ol the Comptroller of the Currency (COCCT)
has approved this merper under the Bank Merper Act (12 ULS.CL
§ 182K8(e)). Bank of Boston also has requested Board approval to
acquire options for up (o 199 pereent of Bancorp's stock.

2. The Boatd recerved comments Nom an individaal (" Protestant™)
contending, without providing any suppotting cvidence, that acquisi
tions of smadl mstitutions by large bank holdmy companies have
number of adverse elleets, includmg decreased competition, iercased
risk of fwlare to the banking system. mercased collusion (o set fees for
banking, products and services and higher fees Tot fewer savices (0
customers, pinticularly small businesses, The Board has caiclully
cansidered these comments in light of @l the tacts of wecord, fucluding
supervisory wilormation and examination reports, i the Board’s eval-
uation of the competitive ellects of this proposal, and in its consider
alion of the financial and managenal resomees ol (the companmies
involved, the futare prospects of these companies and the elleet of the
proposal on the convenence ad needs of the community sceved.
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tions  (“depository  institutions”) in - Massachusetts.*
Bancorp is the tenth largest conunercial banking organiza
tion in Massachusetts, controlling $1.4 billion ol deposits,
representing approximately [L3 pereent of total deposits in
depository institutions i the state. On consunmation of
the proposal, Bank ol Boston would remain the largest
commercial banking orpanization in Massachusetls, con-
rrolling $16.8 billion ol deposits, representing approxi-
matcly 16.5 percent ol total deposits iy depository institu-
tions in Massachusetts.

Competitive Counsiderations

The BHC Act prohibits the Board from approving an
application under seetion 3 ol the BHC Actif the proposal
would result in a monopoly, or il the proposal would
substantially lessen competition in any relevant market,
unless such anticompetitive eficets are clearly outweighed
in the public interest by the probable elieet ol the transac-
tion in meeting, the convenience and needs ol the commu-
mity 1o be served. Bank ol Boston and Bancorp compete
directly in the Boston banking market.!

Bank of Boston i~ the second largest depository institu-
tion i the market, controlfing deposits of approximately
$12.2 billion, representing approximately 8.3 percent ol
total deposits i depository institutions in the market
(market deposits™).” Savings Bank is the tenth dargest
depository institution in the market, controlling deposits of
$ 1.4 billion, representing approximately [ pereent ol mar-
ket deposits, On consummation of this proposal, Bank of
Boston would become the largest depository institution
in the market, controlling  deposits of approximately
$13.0 billion, representing approximately 2001 percent ol
market deposits. The maket would remain moderately
concentrated as measured by the Terfindahl Hirsehman
fndex CTHII), and numerous compelitors would remain
in the market.*

3o Asset data are as of December 31, 1995, Stale deposit data e as
ol Jitne 30, 1995,

1 The Boston banking marhet is approximated by the Boston RMA
and the towns of Greenville, Lyndeborouph, Mason, and New Tpswich
it Hillsborough County, all in New [Hampshiie.

5. Market share data are as of June 30, 1995, and are based on
caleulattons i wlhich the deposits of thifCinstitutions e included at
50 pereent. The Board previously has indicated that thrift institutions
have become, o have the potential fo become, signiticant competiors
of commercial banks. See WM Bancorp, 76 Federal Reserve Bulletn
TRE (LOO0), National City Corporaton, 0 Federal Reserve Bulletin
TA3 (198D, Thus, the Board has repularly weluded thiilt deposits in
the caleulation of inarket share on o SO percent weighted basis. See,
e Post Hawdiian e, T Eederal Reserve Bulletin 52 (1991).
Because the deposits of Savings Bank would be controlled by a
commercial banking organization alter consummation of the proposal,
they have been meluded at 100 percent i the caleulation of market
shiares Tor Bank of Boston alter consunnnation ol this proposal. See
Norwest Corporation, I8 Vederal Reserve Bulfetin 452 (1992).

6, The HH foc the Boston banking, market would increase by
55 points o 1090, Under the revised Department of Justice Merper
CGuidelines, 49 Federal Register 26,823 Qune 29, 1984), a niuhet in
which the post merger HE is between 1000 and 1800 is considered to
be modetately concenteated. The Justice Departiment s informed the
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The Board sought comments from the Depurtinent of
Justice (*"'DOJ) on the competitive cftects ol this pro-
posal, and DOJ advised the Board that the proposal is not
likely to have a significantly adverse eflect on competition
in any relevant banking market.” In light of all the facts of
record, and for the reasons discussed above, the Board
concludes that consummation of the proposal is not likely
to have a significantly adverse effect on competition or on
the concentration of banking services in the Boston bank-
ing warket or any other relevant market.

Other BHC Act Factors

The BHC Act also requires the Board to consider the
lactors specified in section 3 in light of all the facts of
record presented by an application. 'Those factors include
considerations relating to the financial and managerial re-
sources and future prospects of the institutions involved as
well as other supervisory factors, and the convenience and
needs of the community to be served.

The Board has carcfully considered the financial and
managerial resources and future prospects of Bank ol Bos-
ton and Bancorp, and their respective subsidiaries, and
other supervisory lactors in light of all the facts of record.
These lacts include supervisory reports of examination
assessing the financial and managerial resources of the
organizations, confidential financial information provided
by Bank of Boston and the relative size of 1he two institu-
tions. Bank ol Boston would incur no additionat debt in
connection with this proposal and has suflicient financial
and managerial resources to efiect this transaction without
impairing those resources. After consummation ol this
proposal, morcover, all of Bank of Boston’s subsidiary
banks would remain well capitalized. Based on these and
afl the facts ol record, the Board concludes that all the
supervisory factors under the BHC Act weigh in favor of
approving this proposal.

A. Convenience and Needs Factor

The Board has long held that consideration of the conve-
nience and needs tactor should include a review of the
records of the relevant depository institutions under the
Community Reinvestment Act (12 US.CL§ 2901 er seq.)
(“CRA). As provided in the CRA, the Board has evalu-
ated this factor in light of examination by the primary
lederal supervisor of the CRA performance records of the
relevant institutions. The institution’s most recent CRA

Board that a bank merger or acquisition generally will not be chal
lenged (in the absence ot other factors indicating anticompetitive
cliects)y unless the post merper HEE is at teast 1800 and the merger
increases the THT by more than 200 points. The Justice Department
has stated that the higher than normal THHL theesholds for screening
bank mergers tor anticompetinve eftects unplicitly recognizes the
compelitive ¢llect of limited purpose lenders and other nondeposuory
financial entities.

7. Protestant presented no facts to mdicate that Bank ot Boston or
Rancorp have colluded with any othwr paity to set fees i violation of
federal antitrust laws.

performance evaluation is a particularly important consid-
cration in the applications process because it represents a
detailed on-site evaluation of the institution’s  overall
record of performance under the CRA by ils primary
federal supervisor® Inaddition, the Board considers an
institution’s  policies and practices for compliance with
applicable fair [ending faws. The Board afso takes into
account information on an institution’s lending activities
that assist in meeting the credit needs of low- and
moderate-income neighborhioods, including programs and
activities mitiated since the most recent CRA performance
examination.

Performance Examinations. All ol Bank ol Boston's
subsidiary banks received a rating of “satistactory™ or
“outstanding™ i their most recent examinations for CRA
performance by their primary federal supervisors, FNBB,
which would survive the merper with Savings Bank, re-
ceived an outstanding” rating tn its most recent examina-
tion for CRA performance by its primary supervisor, the
QCC, as of December 19, 1994 (1994 Examination™).

Record of Performance by I'NBB.The 1994 Examina-
tiont found that FNBB had initiated a number of successiul
strategies 1o help address identified housing and smalt
business credit needs and that the volume of residential
mortgage, housing rehabilitation and small business loans
originated and purchased was significant throughout the
bank’s community.” Overall, credit extensions and loan
applications reflected a reasonable geographic distribution
in cach of the bank’s communities, inctuding low- and
moderate-income arcas. No evidence of prohibited diserim-
inatory or other illegal credit practices was noted in the
examination. Lxaminers also commiended FNBB for its
leadership in working with government sponsored  loan
programs tor aftordable housing, and small business,™ and
its high level of participation in community development
and redevelopment projects, 't

8. The Board notes that the Statement ol the Tederal Financial
Supervisory Agencies Regardimg the Commumty Reinvestment Act
provides that a CRA examination is an important and often controlling
factor m the considerattion of an institation’s CRA record and that
reporls ol these examinations witl e piven great weight in the
applications process. S4 Federal Register at 13,745,

9. Protestant wsserts that consolidation of the banking industry has
substantially mipanced the ability of small businesses (o negotiate with
banks, thereby making them valnerable to high bank fees. "Fhe record
indicates that ENBB has taken steps designed to provide special
services (o assist small businesses with their banking needs, F'NBB
formed a Small Business Banking Department in 1993, for example,
and introduced the Business Focus Account™ with overdrafl protec
tion and othier special teatures, The bank also expanded its lendig to
sl businesses thiough its “Credit [nitiative Program™ and features
asimpliied small business loan application,

10, ENBB participates in loan progriams sponsored by the Smadl
Business Adminstiation ¢SBA™) and was the Lugest SBA Tender in
Massachusetts in 199-4 FNBB also participates i other programs that
promote smadl business lendmg such as the Massachusetts Business
Development Corporation and the Eeonomic Development Individual
Corporation.

1L The record does not support Protestant’s allegation aboul exces-
stve lees. The record mdieates that Bank of Boston has an established
record of providing a full range of banking seivices s delincated



INBR’s eltorts to ascertain the credit needs ol its com-
munity include contacts with conmumity-based organizi-
tions and a review ol demographic datain designing prod
ucts to mecet those needs. Txaminers also noted that FNBB
uses cllective marketing, strategies that include marketing
and advertising programs to reach residents in low- and
moderale-inconie areas,

Conclusion on Convenience and Needs Factor. As dis-
cussed above, the Board has carclully reviewed the rele-
vanl CRA examination information, the programs and pol-
icics impleniented by the relevant inslitations, comments
and concerns raised by Protestant, and other facts of record
i its consideration of the effect ol this gansaction on the
convenience and needs of the conumunity. Based on this
review, the Board concludes that convenience and needs
considerations are consistent with approval of this applica-
tton.

Conelusion

Based on the foregoing and all other facts of record, the
Board has determined that the application should be, and
licreby is, approved.!” T'he Board™s approval is expressly
conditioned on Bank of Boston’s compliance with all the
commitments niade in connection with this application.
The commitients and conditions relicd on by the Board in
reaching this decision shall be decoed to be conditions
imposed in writing by the Board in connection with its
findings and decision, and, as such, may be cenlorced in
proceedings under applicable law.

The transaction shall not be consummated before the
fiftcenth calendar day following, the effective date of this
order, or later than three months alter the elfective date of

conmnities, including substantial lending services and oflers a range
ol retail banking services. xaminers noted. lor example, that FNBB
oflers a “First Step” product Tine with tow cost services including, a
low lee checking account that waives fees Jor individuals over
65 years of age, ind under certain other cncumstances, Birst Step also
includes a basic savings account with no mininm balance, no charge
lor chiech cashing, and a monthly lee, which may be waived for
individuals older than 63 or younper than I8, ‘The record does not
support the conclusion that the fees charged by Bank ol Boston Tot
checking accounts or otlier banking services are based fnany way o a
factor prohibited by faw.

12, Protestant requested notifteation ol any public mecting or hew
ing on this application but did not request that such a miecting, o
hearing be held as provided me the Board’s Rules ol Procedure.
12 CLERL 262.3(0).

The Bowtd notes that a hearing, is required wicder seetion 3ch) ol the
BIC Act only il the appropriate supervisory authority for the bank to
be acquited makes a timely wtlen recomnendation of denial. No
supervisory agency has recommended denial of tie proposal. Genet
ally, under the Board’s Rules ot Procedure, the Board may, in is
discretion, hold a public hearing or meeting. on an appheation (o
clartfy tactual issues related (o the application and to provide an
opportunity  {or testimony, il appropriate. 12 C.ER. 2062.3(¢) and
202.25(h). AN imerested pacties fave had anopportunity to present
their views and Protestant has subniitted conmments that have been
considered by the Board, On the basis of all the Tacts of record, the
Board has detenmined that o public mecting o hearing, is not neces
sary (o clarify the factaal record of the application, or otherwise
warranted in this case.
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this order, unless such period is extended for good cause by
the Bouard or by the Pederal Reserve Bank ol Boston,
acting pursuant 1o delegated authority.

By order of the Board of Governors, ellective June 3,
19906,

Volmig for this action: Chaitman Pro ‘Tempore Greenspan and
Governors Lindsey, Phillips, and Yellen. Absent and not voting:
Governor Kelley,

JUNNIFER . JONINSON
Deputy Secretary of the Board

Community Bancshares ol Marysville, Inc.
Marysville, Kansas

Order Approving Acquisition of a Bank

Community Bancshares ol Marysville, Inc., Marysville,
Kansas C*Community ™), a bunk holding company within
the meaning ol the Bank Tolding Company Act ("BHC
Act™) has applied for the Board™s approval under section 3
ol the BIC Act o acquire Conununity  State Bank,
Hanover, Kansas ("*Bank™).!

Notice of the proposal, alfording inlerested persons an
opportunily (o submil counments, has been published
(O1 Federal Register 15,203 (1990)). 'The tiune for filing
comments has expired, and the Board has considered the
application and all comments received in light ol the
factors set forth i section 3(¢) of the BIC Act.

Contmunity is the 47th farpest banking organization in
Kiunsas controlling $1OL. 1 million in deposits, represeiting,
less than | pereent of total deposits in commercial banks in
Kansas.” Bunk is the 226th fargest banking organization in
Kansas, with $21.3 million in deposits, representing less
than | pereent of total deposits in commercial banking,
orgattizations in Kansas. On consummation ol this pro-
posal, Community would become the 35th largest banking,
organtzation in Kansas, controlling deposits ol $122.4 mil-
Hon, representing tess than | opereent ol total deposits in
commercial banking orpanizations in the state.

1. On consummation ol the proposal, Community would meipe
Rauk tuto s subsidiaey bank, Citizens State Rank, Marysville, Kansas
(CSB?). This tansaction sequeres approval under the Bank Merget
Act (12 U.5.C,§ 1828(¢1) by the Federal Deposit Insarance Corpora
tion, the primay federal supervisor of CSB,

2. Al banking data ate as of June 30, 1995, Market shares data are
based on calealations i which the deposits ol thritl institations are
eluded at 50 percent. The Board previously has indicated tha thift
institutions have beconie, or have the potential 1o become, sipnificin
competitors ol conmercial bauks. See Midwest Financial Group, 75
lederal Reserve Balletin 386 (F989); National City Corporation, 70
Federal Reserve Bulletin 743 (1984). Thus, the Bowrd repulatly has
mcluded thritt deposits in the calentation ol marhet shane on a 50-
pereetit weighted basis. See, eg, st Hawdiian, tue, 17 Pederal
Reserve Bulletin 52 (1991),
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Community and Bank compete directly in the Marshall-
Washington County, Kansas, banking market.® In the
Marshall-Waslington County banking market, Community
is the largest depository iustitution in the marhet, control-
ling deposits of $101.1 mitlion, representing 28.7 percent
ol total deposits in conunercial banks in the market ¢ mar-
ket deposits™). Bunk is the fourth largest depository institu-
tion in the market, controlling $21.3 million in deposits,
representing 6.0 pereent ol total market deposits. On con-
summation ot the proposal, Community would remain
the largest depository institution  in the market with
$122.4 willion in deposits, representing 34,7 pereent off
warket  deposits. The  Herlindahl Hirschman - Index
(“HHI"Y would increase by 347 points to 1848 as a resudt
of the proposed transaction, !

‘The Board notes that the HEL levels are only guidelines
that arc uscd by the Board, the Department of Justice, and
the other banking agencies 1o help identily cases in which a
more detailed competitive analysis is appropriate 10 assure
that the proposal would not have a significantly adverse
cllicet on competition in any relevant market. A proposal
tiat fails to pass the T market sereen may, nonetheless,
be approved because other information may indicate that
the proposal would not have a significantly adverse eltect
on competition. In this case, the Departinent of Justice has
reviewed the proposal and advised the Board that consum-
mation of the proposal is not likely to have any signifi-
cantly adverse  competitive  effects in the  Marshall-
Washington County banking market and any other relevant
banking markel.

Other Tacts indicate that the market concentration as
mcasurcd by the HET tends to ovarstate the competitive
cfliects of this proposal in the Marshall-Washington County
banking market. ‘Thirteen commercial bank  competitors
and one theilt instittdion would remain in this sparsely
populated, rural market after consummation of this pro-
posal. Two ol the commercial bank conpetitors would
cach have more than 10 percent of market deposits. Kansas
law, morcover, permils Kansas banks to branch statewide.”
Accordingly, based on all the facts of record, the Board
concludes that consummation of the proposal would not
result ina significantly adverse ellfect on competition in
any relevant market.

3. The Maishall-Washimgton County, Kansas, banking market con-
sists of all ol Marshall and Washmgton Counties, in Kansas, except
the town ol Chitton,

o tnder the revised Depatiment of Justice: Merger Gudelines
(19 Federal Register 20,823 (June 29, 198-h)), a market in which the
post-merger T s over 1800 is considered to be concentrated. "The
Justice Depattment has inlormed the Board that a bank merger or
acquisition generally will not be chatlenged (in the abscence ot other
factors indicating anti competitive ellects) unless the post merget
HHL is at least 1800 and the merger inereases the HHI by 200 pounts,
The Justice Departient has stated vt the higher than normal HIL
thiresholds for sereening bank mergers {or anti-competitive effects
iplicitty recognize the competitive eflect of timited-purpose lenders
and other non depository fimancial entities.

S, Kan, Stat, Anne §9 1) (Supp. 1995).

The Bourd concludes that the fmancial and managerial
resources and [wture prospects ol the organizations in-
volved in the proposal are consistent with approval as are
the other supervisory ftactors the Board must consider
under section 3 ol the BHC Act.® In addition, consider-
ations relating to the convenience and needs of the connmu-
nities 1o be served are consistent with approval ol the
application.”’

Based on the foregoing and all the facts of record, the
Board has determined that the proposal should be, and
liereby is, approved. The commitments and conditions
relied on by the Board in reaching this decision are deemed
o be conditions imposed in writing by the Board in con-
nection with its findings and decision, and, as such, may be
enforced in proceedings under applicable law.

The transactions shall noi be consumated before the
fifteenth calendar day following the cflective date ol this
order, and the transactions shall not be consunnnated later
than three months after the elfective date of this order,
unless such period is extended Tor pood cause by the Board
or the Federal Reserve Bank of Kansas City, acting, pursu-
ant to delegated authority.

By order of the Board of Governors, eflective June 17,
19906,

6. Protestants have requested that the Board hold o public hearing,
on the application. Scction 3(b) of the BHC Act does not requiie the
Board 1o hold a hearmg on an application unless the appropriate
supervisory authority ol the bank 10 be acquired makes @ tmely
wiitten recommendation of denial ol the application. 1 this case, the
Board has not received such a recommendation. Generally, under the
Bowrd's Rules of Procedure, the Board may, inits disciction, hold a
public hearing on an application to clity factual issaes related o the
application and to provide an opportunity tor testimony, il appropri-
ate. 12 CLERL262.3(¢) and 262.250d). Protestants ave had an oppor-
tunity to present written submissions, and have submitted written
commenls that have been considered by the Boad, Protestants” e
quest fails 1o demonstrale why  their watten submissions do not
adequately present their allegations or why a public hearing is other
wise warranted in this case. Based on alb the taces of recond, the Board
has deternuned that o public heating, is not necessary 1o clanily the
factaal record in this application and s not wareanted in this case.
Accordingly, Protestants” 1equest for a public hearing is denied,

7. The Board carelully considered letters and a petition opposing the
proposal from a number of residents in Barnes, Kansas (collectively
“Protestants™), @ town in the north central part ol the state with a
population of 150, Protestants object to Community’s plans to close
Bank’s branch i Barnes followmg the merper of Bank with CSRB,
This branch is the only financial institution cwrently operating
Barnes. CSB has responded that its tull-serviee branch in Watervile,
Kansas, which is approximately sia miles from Barnes, would con
tinue o provide banking services 1o the residents ol Barnes as part ol
its primary service e Tls branch also oflfers direct-deposit and
bank- by- mail services.

The Board notes that in connection with the proposal Bank has
already contracted (o sell the branch building in Barues (o another
bank and that purchasing bank has agieed to open a branch ar the
Barnes location. In Light of these Tacts, it appears that the convenience
and needs of the commuanily, including banking scivices 1o the resi-
dents of Barnes, would continue to be served alfer consuntnation of
the proposal.



Voting lor this action: Governors Kelley, Fandsey, Phiflips, and
Yellen, Absent and not voting: Chaitnian Pro ‘Tempore Greenspai,

JENNIFER ). JOHNSON
Deputy Secretary of the Board

C'roghan Bancshares, loc.,
I'remont, Ohio

Osder Approving the Acquisition of « Bank [lolding
Company, the Merger of Banks, and the Establishment of
Branches

Croghan Bancshares, Ine.. remont, Ohio, ("Croghan™), a
bank holding company within the meaning ol the Bank
Holding Company Act (CBHC Act™), has requested the
Board’s approval under section 5 of ithe BHOC Act
(12 080§ 1842) (0 acquire Union Baneshares Cop.
(“*Union™), and theweby indivectly acquire its wholly
owned subsidiary bartk, Union Bank and Savings Com
pany, (“Union Bank™), both in Bellevae, Ohio.! Croghan’s
subsidiary bank, The Croghan Colonial Bank, Fremont,
Ohio (" Croghan Bank™), a state member bank, also has
requested Board approval under section 18(c¢) ol the Fed-
eral Deposit Insurance Act (12 US.C0§ 1828(¢)) (the
“Bank Merger Act™), and section 9 ol the Federal Reserve
Act (120U.8.C.8 320 to meree with Union Bank and
establish branches at the cunrent locations of Union Bank’s
branches.’

Notice ol the proposal, alfording, mterested persons an
opportunity 1o submil comments, has been published
(61 Federal Register 15940 (1996)) and given in accor-
dance with the Bank Meirger Act and the Board’s Ruales of
Procedure (12 CR. 262.3()). As required by the Bank
Merger Act, reporls on e competitive efieets of the
merger were requested from the United States Attorney
General (“Department ol Justice™), the Ollice ol the
Comptroller ol the Curnency C"OCC™), and the Federal
Deposit Insurance Corporation (UFDIC™), The tine for
filing conuneuts has expired, and the Board has considered
the proposal and all comments received i light of the
lactors set lorth 1 section 3(¢) ol the BHC Act, the Bank
Merger Act, and section 9 of the Federal Reserve Act.

Croghan is the 718t largest commercial banking organi-
zation in Ohio, controlling deposits o approximately
$205.9 million, representing, less than | percent ol total
deposits in commercial banks or thrift institutions (*“depos-
itory institutions™) in Ohio.* Union is (he [48th larpest
commercial banking organization in Ohio, controliing ap-
proximately $81.9 wmillion in deposits, represeuting less

1. Croghan proposes o acqgutnre Union by merping its wholly owned
subsidtay, Croghan Acquisition Corp., mto Union, with Union as the
surviving, company, Umon would be dissolved aler the merper ol
Crophan Bank and Union Bank.

2. Croghan Bunk woulkd establish brancties at the following Union
Bank locations: One Union Squane, Bellevue; T4 N Sandusky Street,
Bellevue; and 100°S, Main Steet, Clyder and TE Montoe: Street,
Monroceville, all in Ohio,

3. State deposit datacare as of June 30, 1995
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than | percent of otal deposits i depository institutions in
the state. On consummation ol the proposal, Croghan
would become tie S4th faegest commercial bankiug organi-
zation in Olio, controlling $287.8 wmilhon in deposits,
representing, less than 1 pereent of total deposits in deposi-
tory iustitutions in Ohio,

Competitive Considerations

Croghan and Union conipele direetly in the Fremont, Ohio,
banking market C*Premont banking, market™).! Croghan is
the largest commercial banking organization in the Tre
mont banking market, controlling deposits ol approxi
mately  $205.9  million, approximately
40.2 pereent of total deposits in depository institutions in
the warket (Cmarket deposits™), Union s the 10th Larpest

representing,

commniercial banking orpanization in the market. control-
ling deposits ol approximately $7.6 million, representing
.5 percent of market deposits. On consunmation of the
proposal, Cropghan would remain the fargest commerciaf
banking organization in the market, controlling deposits of
approximalely $213.5 million, representing approxinately
417 percent of market deposits, and  the Herfindahl

Hirschman Tndex (HITY for the Tremont banking market
would merease by Y points to 2320, This increase in
markel concentration as measured by the THIT would not
exceed the Departiment ol Justice Merger Guidelines. The
Board notes, morcover, that ten competitors wonld remain
in the Fremont banking market. Four ol these competitors
arc among the largest commercial banking organizations in
Ohio, and three ol the competitors would cach have more
than 11 percent of nirkel deposits, In addition, Ohio law
permits statewide branching.’ The Department of Justice
has reviewed the proposal and advised the Board  that
consumimation of the proposal would not likely have any

4. The Premont banking aunket is approximated by Sandushy
County, Ohio, excluding, the aeas ol the Woodville Township and the
City of Betlevue,

5. Market share data are as of June 30, 1995, and we based o a
caleulation in which the deposits of theitt institutions are included al
SO pereent. The Boand previousty has indicated that ift mstitutons
have become, o have the potential 1o becone, significant competitors
of commercial banks. See WM Bancorp, 16 Federal Reserve Bulletin
TR (1990 Nettione Cury Corporation, 10 Federal Reserve Riudletin
743 (1984). Thus, (he Board has repulatly included theilt deposits in
the caleulation of market stiue ona S0-pereent weiphted basis, See,
g st Hawaidian Ine., T Federal Reserve Bulletin 52 (1991).

6. Under the revised Department of” Justice Merger Gudelines,
A9 Federal Register 26,823 (June 29, 1984), o matket in which the
post merger FHIT is above 1800 is considered 1o be tnghly concen
tuted. The Departinent of Justice has informed the Board that a bank
merger or acquisition generally will not be challenped (in the absence
ol other factors indicating auticompetitive effects) unless the post-
merger HE s at least 1800 and the merper mereases the THI by more
thiane 200 ponits. The Department of Tustice has stated that the Tugher
than novmad THHI tuesholds for seicening, bank mergers for anticom
petitive effects implicily cecognizes the competitive elteet ol limited-
putpose lenders and other nondepository linancial catities,

/. Ohio Rev, Code Ann. § THELOY (Anderson 1988).
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isignilicantly adverse compelitive effects in the Fremont
banking market or any other relevant banking market.®

Based on these and all ol the Tacts of record, the Board
concludes that conswmnation of the proposal is not likely
1o have a significantly adverse eflect on competition or the
concentration of banking services in the Tremont banking,
market or any other relevant market. In light ol all the facts
ol record, the Board also concludes that the linancial and
matagerial resources wnd future prospects ol Croghan and
Union and their respeetive subsidiaries are consistent with
approval, as are supervisory factors the Board must con
sider under the BHC Act, the Bank Merger Act, and the
Federal Reserve Act. i addition, considerations relating to
the convenience and needs of the community to be served
are consistent with approval,

FFor these reasons. and m light ol alt the other facts of
record, the Board has determined  that the applications
should be, and hereby ave, approved. The Board™s approval
is expressly conditioned on Croghan’s compliance with all
the commitments made in connection with the applica:
tions. The commitments relied on by the Board in reaching,
this deciston shall be deenied o be conditions imposed in
writing by the Board in connection with its {indings and
decision, andd, as such, may be cnforced i proceedings
under applicable law.

The transactions shall not be constmmated belore the
tifteenth catendar day following the eflective date of this
order, or later than three months alter the elfective date of
this order, unless such period is extended for pood cause by
the Board or by the Federal Reserve Bank of Cleveland,
acting pursuant to delegated authority.

By order of the Board of Governaors, elleetive June 10,
1996,

Voting lor thes action: Chamman Pro “Tempore Greenspan, and
Governors Landsey, Plullips, and Yellen, Absent and not voting:
Governor Kelley,

JENNIFER T JOHNSON
Deputy Secretary of the Board

First Commictee Banks ol lortda, Inc.
Winter Haven, orida

Order Approving the Acquisition of a Bank

First Commerce Banks ol Florida, Inc., Winter Haven
(First Comimeree™), a bank holding, conpany within the
meaning of the Bank Tlolding Company Act " BHC Act™),
has requested the Board’s approval under section 3 ol the
BIC Act (12 US8.C.§ 1842) 1o acquire all the voting,
shares of Prime Bank ol Central Florida, Titusville, both in
[lorida (" Prime Bank™).!

8 The OCC and FDIC also have not objected o the proposal.

. Fist Commerce proposes to nierge Prine Bank into Prinie
Successor Baok, an wterm Blovida state chartered bank, with Prime
Suceessor Bank surviving the merper, Prime Successor Btk would

Notice ol the proposal, allording interested persons an
opportunity to submil comments, has been published
(Ol Federal Register 9459 (1996)). The time for filing,
comments has expired, and the Board bas considered the
application and all comments received in ight of the
factors set forth in section 3 ol the BHC Act.

First Commerce is the 91st fargest commercial banking,
organization in Florida, controlling deposits ol approxi-
mately $103.9 miflion, representing less than | percent ol
total deposits in comntercial banks in the state. Prime Bank
is the 77t Targest commercial banking, orpanization in
Florida, controlling deposits ol approximately $46.4 mil-
lion, representing less than 1 percent ol total deposits in
commercial banking organizations in the state. On consuni-
mation ol this proposal, First Commerce would become the
63d Largest conunercial banking orpanization i Florida,
controlling approximately $150.3 million in deposits, rep-
resenting less than 1 opereent of total deposits i commier-
cial banking organizations in the state.”

Competitive Considerations

The Board is prohibited from approving an application
under section 3 ol the BHC Act il the proposal would
restlt in w monopoly, or i the proposal woukd substantially
lessen competition in any relevant market unless such
anticompetitive eficets we clearly omtweighed i the public
interest by the probable cflect of the transaction in mecting
the convenience and needs of the conumunity (o be served.,
First Commerce and Prime Bank do not compete in any
banking market. Based on all the Tacts of record, the Bowrd
concludes that coasutmmation ol this proposal would not
result inany significantly adverse elleet on competition or
on the concentration of banking resources in any relevant
banking narket.

Other Faciors under the BHC Act
AL Supervisory Lactors

The BHC Act also requires the Board 1o consider the
linancial and managerial resources and [ulure prospects ol
the comipanies and banks involved, the convenience and
needs of the community 1o be served, and certain other
supervisory lactors.

The Board has carctully considered the (inancial and
managerial resources and future prospects ol First Coni-
meree, its subsidiary bank, and Prime Bank, as well as
other supervisory factors in light ol all the facts of record.
These facts wclude supervisory repotts ol examination
assessing the financial and managerial resourees of the
organizations and confidential financial information pro-

be tenamed Prime Bank ol Central Florida, “T'he Florida Department ol
Banking and inance approved the merper of Prime Bank with Prime
Successar Bank on May 29, 1996, conditioned on the receipt of all
equited approvals and compliance withe other filing requirements
under lorida faw.

oState deposit data e as of December 31, 1995,



vided by First Commerce. Based on these and all other

facts ol record, the Board concludes that all the supervisory
lactors under the BHC Act, including financial and muana
perial resources, weigh in Favor of approving this proposal.

B. Convenience and Needs Factor

The Board long has held that consideration of the conve-

nicuce and needs factor includes a review ol the records of

the relevant depository institutions under the Community
Reinvestment Act (12 US.Co§ 2901 ef seqgy (TCRA”),
As provided in the CRA, the Board has evaluated this
factor in light of cxaminations by the primary federal
supervisor of the CRA performance records ol the relevant
institutions.

The Board also has caretully considered comments from
The Fair Housing Continuam, Inc., Cocoa, Florida (*"Prot-
estant™), contending that Prime Bank does nol adequatcly
ascertain, or assist in meceting, the credit needs ol comimu-
nitics  with  predominately  low- to moderate- income
(*LMI) and minority residents. Protestant also alleges,
o the basts ol datu tiled under the Home Mortgage Disclo-
sure Act (12 US.C§ 2801 ¢t seq.) CTHMDA™), that Prime
Bank illegally discriminates in its mortgage lending. " In
addition, Protestant  alleges  that Prime Bank  opens
branches only in neiphborhoods with predominately non-
minority residents.

First Commerce states that it intends to continue Prime
Bank’s current CRA program and would review and moni-
tor this program alter consununation ol the proposal. First
Commerce believes that Prime Bank will benefit from the
collective resources of itst Commiercee, including addi-
tional lending resources and CRA experience, and has

3. Protestant also maintains that Pringe Bank mitates but docs not
complete community development projects, and has not completed
two projects involving the City ol Titusvitle and one involving Habitat
for Tlumanity (" Habitat™). Prime Bank has provided documentation
from the City ol "Fitusville that confirmed Prime Bank's patticipation
in its housing incentive plan, This submission stated that the defays in
implementing a new home buyers program were not related 1o any
action or lack of action by Prime Bank. Pomie Bank also noted that
presented several real estate proposals to Habitat that were dechned
for reasons involving zommyg issues or because Habitat had sueplus
real estate inventory at the tine.

4, Protestant has filed a housing discriimmation complaint with the
Department of Housing and Urban Development ("HUD™), alleging
that Prime Bank capaged mlending practices that discriminate on the
basis of race and national oripin. This complaint is in the initial stages
of investigation by THUD and no hnding, of illcgal discrimination has
been made against Pame Baonk. Morcover, under (the Fair Housing Act
(42 US.Co 8 3000 ef seq), TTUD has junisdiction to - determine
whether Prime Baonk s m o compliance with Lur fendmg laws and (o
adjudicate Protestant’s complaint, ‘The Board previously has noted
that its imited jurisdiction under the specilie statutory Factors set Torth
in the BEHC Act does nol authonze the Bowd o adjudicate disputes
between a commernter and an applicant or tarpet institution that arise
under o statute adniustered and enforeed by another ageney. On the
other hand, substantiated improper actions may be considered by the
Board in light of all facts ot record ot an application under the fuctors
i he BHC Act or in the context of the Board's supervisory authority
over its regulated bankmy organizations. See Norwest Corporation,
82 Lederal Reserve Bulletin S80 (19906).
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stated that it is committed to assuring that all ol its subsid-
lary banks maintain satisfactory or outstanding CRA rat-
ings.

An institution’s most recent CRA performance evalua-
tion is o particularly important consideration in the applica-
tions process because it represents a detailed on-site evalu-
ation ol the institution’s overall record of performance
under the CRA by the institution’s primary federal supervi-
sor> e addition, the Board considers an institution’s poli-
cics and practices tor compliance with applicable lair lend-
ing laws. The Board also takes into account information on
an institution’s lending activities that assist in mecting, the
credit needs of LMD neighborhoods, including programs
and activities initiated since the institution’s most reeent
CRA performance examination,

Performance Fxaminations. First Commercee’s subsid-
iary bank, First Commerce Bank of Polk County, Winter
Haven, Flortda (C*First Commerce Bank ™), received a *“sat-
isfaclory™ rating from its primary federal supervisor, thie
Federal Deposit Tnsurance Corporation (“T'DIC™), in ils
most recent examination for CRA performance as of Octo-
ber 1995 (“First Connnerce Bank Examination™).© Prime
Bank also received o satisfactory™ rating from the FDIC
al its most recent examination for CRA performance as of
April 1994 (“Prime Bank Examination™).

Performance Record of First Conunerce Bank. The First
Commerce Bank Tixamination stated that the bank’s cony-
munity detincation was reasonable and did not exclude any
LMI ncighborhoods, Examiners found that First Com-
merce Bank solicited loan applications [rom all segnients
of the community and that irst Commmerce Bank had not
engaged in illepal eredit practices or practices that discour-
aged applications for any type of credit. Examiners also
found that extensions of credit, applications, withdrawals,
and denials were sufficiently distributed throughout First
Commierce Bank’s delincated community. Tn addition, ex-
aminers noted that cmployees of First Commierce Bank
reccived  training  regarding  fair  lending  and  ant-
discrimination laws, and that the board of dircctors 1e
viewed geocoding data to ensure that applications were
received from all arcas of First Commerce Bank’s delin-
cated community. Examiners also noted that First Com-
merce Bank advertised in newspapers and other publica-
tions that are distributed throughout the community. Tirst
Commerce Bank’s branch oflices were considered by ex-
aminers to be readily accessible to all members ol the
community.

S, The Board notes that the Statement of the Pederal Financial
Supervisory Apencies Regarding the Connnunity Reinvestinent Act
provides that a CRA examination is an mportant and often controlling,
factor in the constderation of an institution’s CRA record and that
reports of these eaaminations witl be grven great weight in the
applications process, S Federal Register 13742, 13,745 (1989).

6. First Commerce reecived approval from the Tederal Reserve
Bank of Atlanta (o acquire First Mercantde National Bank, Tong-
wouod, Floridi, in May 1996, First Mercantile National Bank received
a Ssatislactory™ rating [rom the Ofhice ot the Comptrotler ol the
Currency in its most recent examination for CRA performance as of
September 1993,
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Fiest Commerce Bank cngages in several lending and
commiunity development programs to help meet the credit
needs ol its community, including LMI neighborhoods. For
example, First Commerce Bank extended Tour loans in
connection with the Allordable Housing Program ol the
City ol Winter Haven, and also extended an interest-free
line of eredit to the Habitat for Humanity, which assists in
the construction ol allordable housing for low-income lam-
ilics throughout First Comnerce Bank’s community, Fx-
aminers also found that First Commerce Bank's officers
and directors were involved inoa variety ol community
organizations, including the Auburndale Redevelopment
Committee, the Lakeland Housing Awthority, and the Mi-
nority Lending Advisory Council.

Performance Record of Prime Bank. Prime Bank is a
small banking organization with assets ol $5.3 million and
deposits of less than $50 million. Accordingly, it is unable
Lo originale a large number ol mortgages for its own
portfolio. P'rimie Bank. however, originates and processes
mortgages through a number ol povermment loan progrinis
that are designed o incerease credit avatlability i its com
munity, including toans lor LML residents, such as the
Federal Housing Administration ("FHA™), Veterans Ad-
ministratton (VA7) and the Farmers Tlome Administra-
tion programs.” The Prine Bank Examination noted Prime
Bank’s participation in the Brevard County Housing Au
thority Bond Program ("Bond Program™), which is de-

signed to benefit first-time EMLE home buyers. As part of

the Bond Program, Prime Bank originates VA and FHA
loans. The record indicates that from 1991 through 1994,
Prime Bank originated FHA and VA Toans totathing more
than $9 million for the Bond Program. Prime Bank slates
that, in 1995, it originated approximately $2.5 million in
Bond Program loans, most ol which were FHA and VA
louns. Examiners also found that Prime Baok is actively
involved in tocal community development and redevelop-
ment projects. For example, Prime Bank has agreed 1o
provide home purchase financing for a new subdivision
development that will provide housing for 32 low-income
Families.

The Prime Bank Examination found that the bank main-
tained contact with government olficials and community
feaders inan ellort to determine the credit needs within
Primme Bank™s conununity, In addition, examiners noted
that Prime Bank had ongoing contact with community
development organizations. 'The Prime Bank Examination
also conctuded that Prime Bank clfectively advertised its
residential loans and other credit products throughout the
local conmunity, including 1.MI neighborhoods.® Tn addi-
tion, examiners noted that Prime Bank’s branch ollices are

7. Prime Bank also is a Federal National Mortgape Association
approved lender and scivicer.

8. Primie Bank advertises s banking, products m focal nesspapers
and on local sadio, Prnme Bank also has sponsored several continuing
cducatton sentinars for focal realtors on conventional loans, FHA, VA,
and other loan programs destgued o meet the credit needs ol LMI
individuals,

centradly located and reasonably accessible to all sepments
ol the delineated community.

The Board has carelully reviewed FIMDA data for Prime
Bank in light of Protestant’s comments.” These data indi
cate that the number and percentapge ol applications [rom
and loans 1o individuals in 1L.MI census tracts increased
between 1993 and 1995, T addition, Prime Bank’s pereent-
age of applications from and loans (o African-American
applicants increased during this same period and is compa
rable 1o or exceeds the representation  of - Alrican
Americans in Prime Bank’'s service community. ‘The per-
centage ol loans that Prime Bank made to LMI applicants
also increased lrom 1994 (o 1995, Morcover, the Prinw
Bank Exammation Tound that the bank’™s 1993 TIMDA data
disclosed o reasonable penctration of the various census
tracts that compiise its delincated community, including,
LMI neighborhoods.

The HMDA data, however, also reflect disparities in the
rate of denials by racial group. "The Board is concerned
when the tecord ol an institution indicates disparities in
lending to minority applicants, and believes that all banks
are obligated 10 ensure that their tending practices are
based on eriteria that assure not only sale and sound
lendimg, but also equal access o credit by creditworthy
applicants regardless ol race. 'The Board recognizes, how-
ever, that TIMDA data alone provide an incomplele mea-
sure ol i institution’s lending in its community because
these data cover only o few categories ol housing-related
lending and provide limited information about the covered
loans. ' TIMDA data, therefore, have limitations that make
the data an inadequate basis, absent other information, tor
concluding that wn institution has engaged in illegal dis-
crimination in lending.

The Prime Bank Examination, which, as noted, included
a review ol Prime Bank’s 1993 MDA data, tound no
evidence ol illegal discrinunation or other prohibited credit
practices. In addition, examiners noted that Primie Bank’s
loan policies and procedures revealed no practices de-
signed to discourage applications Tor credit, and Tound no
substantive violations ol fair lending laws or HMDA re-
porting requirements. Morcover, Prime Bank indicates that
it has established a loan review program 1o assure that

9 Protestant contends that Frime Bank detines ats service area (o
exclude potential minonty borrowers, The Board believes that an
assesstient ol an o mslitution’s dehineated community can be most
cifectively considered in e on site examination by the mstitution’s
primaey federal supervisor and that such an examination provides a
better opportunity 1o consider wihiether an institution’s delineated
conummity reflects dlepal disermmination me light of all the institu-
tion’s lending activities. See Nosthe Fork Bancorporation, 82 Federal
Reserve Baltetr 338 (1990), The Prime Bank Fxamination found that
Prime Bank’s delineated  commmity - was e
wbittacdy exclude any weas, particularly LM arcas.

10, For example, these data do not provide a basis for an indepen
dent assessment of whether an applicant who was denied credit was in
fact creditworthy, Credit history problems and excessive debt levels
relative 1o income, reasons most frequently cited for acredit dendal,
are not avatlable from HIMBA data,

omable and did not




applicants receive cqual treatmentand are not denied credit
on i prohibited basis,

Conclusion Regarding Convenience and Needs Iactor.,
As discussed above, the Board has carefully reviewed the
relevant CRA exanination information, the programs it
plemented by the relevant institutions, the policies in place
to cnsure fair lending, relevant HIMDA and other lending
data, comments and concerns rased by Protestant, and
other lacts of record in ity consideration of the effect of tlus
transaction on the convenience aind needs of the conny:
nity. Based on this review, the Board concludes that conve:
nicnee and needs considerations, including, the records ol
performance ol First Commerce and Prime Bank, e con
sistent with approval of this application.

Conclusion

Basced on the foregomy and all the facts of record, the
Board has determined that the application should be, and
hiereby is, approved.'t The Board's upproval of the pro
posal is conditioned on compliance by First Connnerce
with the commitments made in connection with this appli
cation. The commitments and condittons relied on by the
Bowd in reaching this decision shall be deemed to be
conditions imposed in writing by the Board in connection
with ity findings and decision, and, as such, may be en-
lorced inproceedimgs under applicable law.

The acqusition shall not be consummated belore the
fifteenth calendar day Tollowing the ¢ffective date of this

order, or fater than thiee months after the elfective date off

this order, unless such pertod s extended Tor good cause by
the Bowrd or the Federal Reserve Bank ol Atlanta, acting
pursuant to delegated authority.

By order of the Board ol Governors, ellective June 5,
1990,

L1 Protestant requests that the Bowd hold @ public: heanng o
meeting on this proposal o pernnt otal presentations on the applica
tion and Protestant’s comments. Section 3y ol the BHC Act does not
require the Board to hold a pubtic hearmg or meeting on an apphca
tion unless the approprate supervisory authovity for the bank to be
acquired makes a tmely writen secommendanon ol denal T ths
case, neither the FDIC nor any state supervisory authority has recom -
mended denial.

Under the Bomd's tafes, the Boawd may, ouats diseretion, hold a
public hearmyg, or mectng onan application o clanly Lactual ssues
and to provide an oppostaity Tor testisnony, b appropoate. [0 CRR.
20.2.30¢) and 202.05¢d). The Bowd has carelully considered Protes
tant’s request e bight ol all the facts ol record, Protestant has Tiad
ample opportuntty (o subnut its views, and has, e fact, made waitten
subnussions that huiwve been considered by the Board aiacting, on this
application. Protestant does not indhicate what, 1f any., addittonal views
would be expressed at @ public hearmy or meetimg, or why Protes
tant’s witlten subnssions do not adequately present its views. Based
on all the lacts of record, the Bowd has detetnuned  that a publhie
hewring o mecting is not necessary o clanly the Tactaal recondin this
application, or otherwise warranted e this case, Aceondingly, Protes
tant’s request for w public hearing or meeting: on thos application is

hereby denied.
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Yoty for this action: Chacman: Pro- Fempoe: Greenspan and
Governors Kelley, Lindsey, Phalhps, and Yellen,

JENNIFER . JOHNSON
Deputy Secretary of the Board

Ilathead Holdine Company ol Bigfork
Bigfork, Mon(ana

Order Approving Acquisition of Shares of « Bank

Flathead Holding Company ol Biglork, Biglork (*Vlat-
head ™), a bank holding company within the micaning of the
Bank Holding Company Act ("BHC Act™), has requested
the Bowd’s approval under section 3 ol the BHCO Act
(12 U.8.0.8 1842) 10 acquire up 1o 234 percent ol the
voling, shares of BankWest, NCA L, Kalispell, both in Mon-
Lana (" Bank West™).

Notice ol this proposal, aflording. interested persons an
opportunily o submit comments, has been published
(O Federal Register 15483 (1990)). The time Tor filing
conments has expired, and the Board bas considered the
proposal and all comments received mtight of the factors
set Torth i section 3 of the BHIC Act.

Elathead is afliliated with Mountain Bank System, Inc.,
Whitelish, Montatia ("MBS™), throuph common owner-
ship.” Together, Flathead and MBS are the 14th largest
depository institution in Montana, controlling approxi
mately $108 million in deposits, representing approxi
mately 1.5 percent ol total deposits i depository institu
tions 1 the state.” BankWest, witl 1otal consolidated assets
ol approximately $40.9 mitlion, is (he 48th farpest deposi
oty institution in Montiaa, controlling approxitmately
$32.5 million uy deposits, representmg less than 1 percent
ol total deposits in depository institutions in the state, On
constimation ol this proposal, Flathead and MBS collec-
tively would become the [2th largest depository inslitution
in Montana, controtting deposits oft $140 million, repre-
senting approximately 2 pereent of the total deposits in
depository institutions in the state.

Flathead proposes 1o acquire less than 25 pereent ol the
voting shares of BankWest, which is nol a normal acquisi-
tion for a bank holding company. Nonethieless, the require-
ment i osection 3(a)3) of the BHC Act that the Board’s
approval be obtained before w bank holding company ac-
quires more thun 5 pereent ol the voting shares of a bank
supgests that Congress contemplated the acquisition by
bank holding companics ol between 5 and 25 percent of
the voting, shares ol a bank or a bank holding company.
The Board has indicated that acquisitions ol less than a

1. MBS contiols Mountain Bank., Whitehsh ("Mountain Bank ™).
and Valley Bank ol Belgrade. Betprade, both in Montan.

20 Asset and deposit datacare as of Mareh 3001996, T this context,
deposttory instuntions include commercial banks, savings banks, and
SV PN AsS0Ckitons,

3o Assetand deposit datacare as of March 3101996 I this conteat,
depository institutions include commiercrad banks, savines banks, and

.\il\’ill}'\ ASSOCILIons.,
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25-pereent voting, interest may nevertheless permitl a bank
holding company to exercise a controlting, influence over
the management and policies ol another bank  holding,
company.

On consummation ol the proposal, Flathcad would be
the largest sharcholder of BankWest and would have the
ability to eleet at least one member to BankWest's board of
directors, Flathead has indicated, moreover, that it might,
[rom time 1o time, exercise a controlling influence over the
management or polices of BankWest if, in its view, circum-
stances would warrant such action, Based on all the facts of
record, the Board concludes that Flathead would have the
ability to exercise a controlling influence over the manage-
ment or policies of BankWest and thereby would control
BankWest for purposes of the BHC Act.»

Competitive Considerations

The BHC Act provides that the Board may not approve a
proposal submitted under section 3 of the Act if the pro-
posal wounld result in a monopoly or 1 the ctfect of the
proposial niay be substantially to lessen competition in any
relevant market unless the Board finds that the anticompeti-
tive effects of the proposed transaction are clearly out-
weighed in the public interest by the probuble eltect of the
transaction in meeting the convenience and needs ol the
comniunity to be served. In evaluating the competitive
cfieets of this proposal, the Board has carclully considered
BankWest’s contentions that consummation ol this pro-
posal would result in significantly adverse ellects on com-
petition for banking services, particutarly for small busi-
ness loans, and that the relevant geograpliic banking markel
is smaller than the market defined by the Federal Reserve
Bank ol Minncapolis (“Reserve Bank™).

A. Relevant Product Markcet

The Board has long held that the product market for
evaluating bunk mergers and acquisitions is the cluster of
products and services offered by banking institutions,* and
the Supreme Court has emphasized that it is the cluster of
products and services that, as a matter of trade reality,
makes banking a distinet line ol commerce.” According, to

4. See Mcl.cod Baneshares, Ine T3 Federal Reserve Budletin 7244
(V987 Hudson Financial Associates, 72 Federal Reserve Bulletin
150 (1986).

5. Flathead has acknowledged that, it the Board deems Flathead to
control BankWest, Flathead must serve as a sowce of financial and
managerial strength o BankWest and would be subgeet o cross-
puarantee Hability provisions of the Federal Deposit Insurance Corpo-
ttion Act - comnection with any delault by or insuraice fund
assistance to BankWest. See 12 CER. 225400, 12 US.CL
RELIRIGIERE

6. See Chase Manhattan Corporation, 81 Federal Reserve Bualletin
883 (1995); The Bank of New York Company, Inc., 74 Federal Reserve
Bufletin 257, 201 (1988).

7. United States v, Philadelphia National Bank, 3740 0.8, 321, 357
(1963 (LS. v, Philadelphia National ™). Accord Unired States v
Connecticut National Bank, 418 11.S. 656 (1974); {/nued States v.

the Court, this clustering facilitates the convenient aceess
to these products and services and vests the cluster with
cconomic significance beyond the individual products and
services that constitute the cluster® Other courts have
foltowed this position.” In addition, a study conducted by
Board stafl supports the conclusion that customers con-
tinue to seek to obtain this cluster of services.' After
carclully considering all the facts of record in hight of
relevant Board and judicial precedents, the Board con-
cludes that the appropriate product market in this case is
the cluster of banking products and services.

B. Definition of Relevant Banking, Market

The Board and the courts have found that the relevant
batking market for analyzing the competitive cllect ol a
proposal must reflect commercial and banking realitics and
should consist of the local arca where the banks tnvolved
ofter their services and where local customers can practica-
bly turn for alternatives.!! Flathead and MBS compete
directly with BankWest in the Kalispell banking market, an
arca that is approximated by Flathcad and Lincoln Coun-
tics and the Bigtork-Swan River and Polson Divisions of
Lake County, all in Montana (“*Kalispell Banking Mar-
ket™). In reaching this conclusion, the Board has carefully
considered BankWest’s argument that the relevant geo-
graphic market for this proposal should be limited 1o
Flathcad County.

Kalispell, with a population of L1917, is a regional trade
center in Flathead County.' In 1992, the Board considered
whether Lincoln County and Flathcad County are in the
same banking market. ‘The Board noted at that time that a
number of considerations indicated an economic integra-

Phillipshursg National Bank, 399 TS, 350 (1969) (U8 v Phillips-
hitrg™ ).

R US v, Phillipsbure, 399 U.S. at 301,

9. See United States v. Central State Bank, 621 1.Supp. 1276 (W.1),
Mich. 1985), «ff "d per curiam, 817 1.2d 22 (6th Cir. 1987).

10, See Gregory B Bllichausen and John D, Walken, Banhing
Markets and the Use of Financial Scrvices by Small and Medinm-
Sized Businesses, 70 Federal Reserve Bulletin 720 (1990). For a
discussion ot this study, see First Hawatian, Inc., 1T Federal Reserve
Bulletin 82 (19901,

11, Protestant maintains that the relevant geographic market for
analyzing the competitive effects ol this proposal should be limited to
the arcas included in the delincated service arcas of the subsidiary
banks of Flathead and its afitliate, MBS, The Board believes that a
bank’s delineated community under the Commumity Reinvestiment
Act does not neeessarily 1epresent the appropriate peographic market
for analyzing the competitive cflects of a proposal. The geographic
market for analyzing competitive efifects takes into account the pres-
ence of othier banks, access by the bank s custoniers to competitors of
wnd reasonable substitutes for the bank, and cconomic or demographic
factors that contribute to competition. See St Joseph Valley Bank, 68
Federal Reserve Bulletin 673 (1982) "The key question to be consid-
ered in making this selection *is not where the parties to the merger
do business or even where they compete, but where, within the arca of
comipetitive averlap, the clfect of the merger on competition will be
direct and immediate.” U8 v, Pliladelphia National, 374 U5, al 357,
US v Plallipshurg, 399 .S, at 364 65,

12, Population data are based on 1990 data from the United States
Department of Commerce, Burcau of the Census (*Census Bureau™).



tion of Kalispell and the rest ol Flathead County with
Fincoln County and the northern pant of Fake County, both
ol which are adjucent to Flathcad County, and supported
the conclusion that Lincoln County and the northern part ol
Lake County are part ol the Kalispell Banking, Marker."
Kalispell has continued (o develop as a regional trade
center and the number ol health care and commercial
facilities in Kafispel! that we available fo cesidents in the
region has increased " A recent smvey by the Reserve
Bank indicates that merchants in Kalispell regalarly adver-
tise i newspapers with substaatial circulation in Lincoln
County and northern Lake County. Commuting, data also
support the inclusion of northern Lake County in the
Kalispell Banking Market.

Banking data also indicate that the relevant banking,
market should include Lincoln County. For example, ap-
proximately 18 percent ol the loan accounts in Flathead’s
alliliate bank, Mountin Bank, and approximately 9.4 per-
cent ol Mountain Bauk’s deposit accounts were held by
Lincoln County residents. ' In addition, recent interviews
conducted by Reserve Bank stadl” with members ol the
Chambers of Connneree in the towns of Libby and Fureka
in Lincoln County indicated that depository institutions m
those towns ensure that interest rates tor deposits and foans
are competitive with the rates for depository institutions in
I'lathcad County. 'These interviews also indicated that small
business owners e Lincoln County considered Flathead
County banks as leasible allernatives to banks o Libby and
Burcha,

Based on all the facts of record, and for the reasons
stated, the Board concludes that the televant banking mar
ket within which to evaluate the competitive elieets of this
proposal is the Kalispell Banking Maket, which includes
Flathcad County, Lincoln County, and the northern part ol
lake County.

13, These considerations inctuded Katispel!'s designation as « “sec
ond level trading center™ by the Bureau ol Business and Eeonomice
Rescarch at the Unjversity of Montina in Missoula (" Burean of
Business™), the availability of hospitals and the region’s only aiport
in Kalispell, the number of stores i Kalispell and Lincoln County
residents shopping in Kahspell, and the timited ntmiber of banking,
facilitics In FLincoln County. See Glacier Bawcorp, Ine., 18 Federal
Reserve Bulletin TUY (1992). These factors adso were applicable (o the
northern part of Lake County and suppotted ts inclusion in the
Kalispell Banking Maket.

14, Fhe Burcau of Busiess has indicated tha Kalispel! has become
o more mffuential egtonal tade center sinee 19920 In addition,
Kalispell’s population has prown approxmuately 16 pereent between
1990 and 1994, including a 6 percent iercase fron 1997 1o 1YO:,

15, 1990 dita from the Census Burean indicate that 18.0 pereent ol
the Lake County worktoree commutes to jobs e Flathead County.

16. Flathead also has indicated that wesidents ol Fake County hold a
significant number ol loan and deposit accounts at its subsidiay banh,
Flathead Bank of Biglodk, Biplork, Montana, whiclt is located approx
imately 2.5 miiles from the border of Tahe County.
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. Competitive Lilleets i the Kalispell Banking
Market

Flathead and MBS collectively are the Toarth fargest depos
itory institution in the Kalispett Banking Market, control
ting deposits ol approgimately $85 million, representing,
approximately LA percent ol the total deposits in deposi-
tory institations in the market (" market deposits” ).t Bank
West is the cighth larpest depository institution in the
market, controlling, deposits ol approximately $32.5 mil-
lion, representing. approximately 4. percent of market
deposits. On consumniation ol this proposal, lathead and
MBS would become the second Lurgest depository institu
tion 1w the Kalispell Banking, Market, controlling deposits
ol approximately $117 million, representing approximalely
15.8 percent of market deposits, The market, as measured
by the Herdindahl Hoschman fodex CITH™), would re
main moderately concentrated, and the HI would in-
crease by 100 points to 1474 as o tesult ol this wransac
tion."™ "This increase would not exceed the threshold
standards in the Department of Justice Merger Guidelines
(*Merper Guidelines™ ). In addition, ten depository institu
tion competitors would remain in the Kalispell Banking
Market.

The Departiment ol Justice has reviewed the proposal
and advised the Board that consummation ol the proposal
would not likely have any sipnilicantly adverse compeli-
Live cffects inthe Kalispell Banking Market or any other
relevant banking, muuket™ In light of all the lacts of
record, the Board concludes that consmmation ol the
proposal would not result in any significantly  adverse
elfects on competition or the concentration ol banking,
resowrees in the Kalispell Banking Market, or any other
relevant banking nrarkel, 0

17, Maahet stine dat ace as ol Mareh 310 1996, These data ae
based on caleulations i whivh the deposits ol thrilt institutions are
included at 50 percent. The Bowd has previously indieated that thilt
institations have become, or have the potential (o become, signtheant
competitors of conmwrcrd banks. See Midwest Fowancial Group, 1S
Federal Reserve Bulletin 386 (1989, National City Corporation, 10
Federal Reserve Bulletin 743 (1984,

18, Under the revised Merper Gaidelines, A9 Tederal Register
26,823 (June 29, 1984 a market in which the post tierger THHI 1
between 1000 and 1R00 iy considered to be moderately concentuited
and a marker above 1800 is considered 1o be highly concentrated. The
Depantment of fustice has talormed the Board that a bank merper o
acquisition penerally will not be challenged Gin the absence ol other
Lactors indicating anbicompentive cffects) undess the post merger HHY
is at feast 1800 and the merper increases the L by more than 200
points. The Departmient of Justice has stated that the Tregher i
normal HHT thestiolds tor sereening bank micipers tor anticompeti
tive effects implicitly recognize the competitive effeet ol lintited
putpose fenders and othier non depository hmancial cuntitics.,

19, The Offiee of the Comptrolier of the Cunency (OCC and e
Federal Deposit Insutanee Corporation ("IFDICT™) atso have not ob
jected o the proposal.

200 The Bowrd also notes that, il Flathead Connty alone were
considered to be the welevant banking market, the THID merease (075
points (o 18OG) based on the chister of bankimg services would not
exceed the thieshold limits in the Merger Guidelines. Tn addition, the
threshold Tinnts i the Merper Guadelines would not be eaceeded by
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Other Factory

The Board has carclully reviewed the financial and mana-
perial resources and future prospects ol Flathead, MBS and
BankWest, and their subsidiary banks, i light of all the
lacts of record, including comments from BankWest and
relevant supervisory reporls of examination.” The Board
notes that Flathead and s affibiated banks and BankWest
are in satistactory linancial condition and would remain so

alter constumation of the proposal. In addition, reports of

examitation assessing, the managerial resowrees ol Flat-
head and MBS indicate this Tactor is consistent with ap-
proval.

Based on all the tacts of record, including connuents
received and supervisory indormation, and for the reasons
discussed above, the Bowrd concludes that considerations
related to the financial and managerial resources and luture
prospects of Flathead, MBS, and BinkWest, and their
subsidiary banks, are consistent with approval, as are other
supervisory lactors the Board must consider”” Consider-
attons refating 1o the convenience and needs of the commu-

this proposad i the Kalispell Bankmg Market it small business loans
were considered as o sepatate product marhet. Thus, assomimg thai the
iclevant banking market s Flathead County alone and the vetevant
banking product is small business foans — assumptions that the Boand
tepes ts Jor the reasons discussed above  the Board does nol beheve
this tansaction would have a signifteantly adverse elleet on competi
ton e hight of all the Lacts ot record. For example. five commercial
bankwg orpantzation competitors would remain in Flathead County fo
seeve i relatively small population, Four ol those competitors cach
would hold more than 10 pereent of the sinall business loans outstand-
g i Plathead County. I addition, tic presence ot Kalispell 1 this
wea mkes Flathead County an attractive market for entry, and
Montana banhs are permited to hranch statewide without fimitation.

21 BanhWest contends that this proposal would weaken Flathead's
finaneial condition and render Flathead unable to serve as o sowee ol
francial steength to BaokWest, BankWest also miaintains that an
Order ol Protubition by the FDIC agamst a puncipat shareholder of
Flathead and Mountan Bank presents adverse considerations, The
sharcholder™s votmg shwes in both orgamizations have been tans
{erred to independent trusices with the approval ol the FDIC and the
Federal Reserve System in order to prevent the sharcholder from
participating ditectly o indinecdy i the management or contiol ot
these organizattons, Recent inspection and exanunation wepoits indi-
cate that the shwcholder has not excrersed or attempled 1o exercise a
conteollmyg influcnce over the nwugenent and policies of Flathewd or
Mountn Bank.

22, Bank West contends that this proposal would violate the Deposi-
tory  lnstittion Management loatettocks Act (12 US.CU 8 3201)
Crlnetlocks Act™) because Blathead would be able 1o eleet at teast
one director to the bank™s bowd ol directors and anatfiliate bank is
located in the same commumty as Bank West. Under the Interlocks
Act amd the Board's Regalation 1 (12 COWRE 212 ¢t e, the
prohibition against wtettoching, nmanagement ofheials for banks fo-
cated in the same community does not apply to institutions that are
alhltues. As noted above, Flathead wouald be considered 1o connol
Bank West alter constammation ol the proposal, thereby making 1<t
head and BankWest aflilaies, Accordmpty, a management ofticial
tetlock between Flathead and BankWest would not be prohibited
under the Intetlocks Act, Another conmenter has objected to Blat
heads direct solicitation ol Bank West shincholders to purchase staes
insiead of directing such ofiers 1 the bank s boind of directors, There
15 no - lepal o regalatory profbition under applicable Taw agiunst
direct oflers to piachase shares of o bank o bank holdig company. as
fong as there are no matenial musstiensents o omissions,

nitics to be served also are consistent witlt approval of this
application.

Conclusion

Based o all the facts of record, the Board has determined
that this apphication should be, and hereby is, approved.”’
The Board's approval is specificalty conditioned on com-
pliance by Flathead with all the commitments made in
connection with this application. For the purpose ol this
action, the commitiients and conditions relied on by the
Board in reaching its decision are deemed (o be conditions
imposed in writing by the Board in connection with its
findings and decision and, as such, may be enlorced in
proceedings under applicable taw.

The proposed acquisition of BankWestU's voting shares
shall not be consummated belore the fifteenth calendar day
following, the citective date of this order, and not later than
three months after the effective date of this order, unless
such period is extended for good cause by the Board or by
the Reserve Bank, acting pursuant to delegated authority.

By order of the Board of Governors, cllective June 24,
19906.

Voting {or (s action: Chairman Chieenspan and Governors Kelley,
Lindsey, Phillips, and Yellen, Abstaining from this action: Governor
Meyer.

WILLIAM W. WILLS
Secretary of the Board

230 BankWest also has requested a formal hearing in connection
with this proposal to permit the bank the opportunity 1o present
evidence, to challenge the representations made by Tlathead, and to
obtain wformation from Flathead on the disputed issues in this case,
including information on the principal sharcholder’s shares hetd by
the voting trast and the effeets of the proposal in the relevant product
and geographic markets, Section 3(hy of the BHC Act does not requie
the Boaed to hold o public heaving on an apphication unless the
appropriate supervisory authority for the bank to be acquired miakes o
timely written recomnendation of” denial of the application. In this
case. the Board has not received such o reconunendation from the
QCC, BathWest's primary federal supervisor,

Under its rules, the Board may. in its discretion, hotd a public
hewing or mecting on an application to clanly factual issues related to
the application and (o provide an opportunity lor testimony, il appro-
priate. 120 CHERLD2623(0) and 262.25(d). 'The Board has carefully
constdered BankWesUs requestin light of all the tacts of record. Tn the
Bowd's view, BankWest has had ample opportunity to submit its
views, and his in fact submitted materiads that have been considered
by the Board 1 acting on this application. BankWest's vequest Lails o
demonstrate why its substantial written submissions <o not adeqately
present its atlepations or why a public hearing or meeting is otherwise
wartanted in this case, After a careful review of all the Tacts of record.
niorcover, e Board has concluded that Bank West disputes the weight
that should be accorded (o, and the conclusions that may be drawn
fron, the facts ol record or disputes facts that are nol material to the
Board’s decision. For these aeasons, and based on all the Tacts ol
record, the Board has determined that @ public heating or mecting is
ot necessity 1o claity the tactual record in the application, and is not
warranted m this case, Accordingly, BankWest™s request tor a public
hearing or meeting is denied.



R&G Vinancial Corporation
Hato Rey, Puerto Rico

Order Approving the Formation of a Bank Holding
Company

R&G Financial Corporation, Hato Rey (“Applicant™), has
applied for the Bowd’s approval under section 3 of the
Bank llolding Company Act (12 1.5.C.§ 1842) ("BHC
Act’) to become a bank holding company by acquiring,
88.1 pereent of the voting shares of R G Premier Bank of
Puerto Rico, Hato Rey (“Bank™), both in Puerto Rico.
Applicant also has requested the Boand’s consent under
section 4(e)(13) of the BHC Act and section 211.5¢¢) ol the
Board’s Regulaion K (12 CLER. 21 1.5(¢)) 1o acquire all
the voting shares of R&G Mortgape Corporation, Hato
Rey, Pucrto Rico ("Company™), and thereby enpage in
home mortgage fending and servicing, activities in Puerto
Rico.

Notice of the proposal, affording interested persons an
opportunily to submil comments, has heen published
(Ol Federal Register 15,070 (1996)). The time {or filing
comments has expired, and the Board has considered the
application and afl comments received i light of the
factors set torth in section 3(c) of the BHC Act.

Bank is the [2th Targest commercial banking organi-
zation in Puerto Rico, controlling lotal deposits ol
$479.6 million, representing, 2.2 percent ol (otal deposits in
commercial banks in the commonwealth." The proposal

represents a reorganizition of his ownership interest by the
principal sharcholder ol Bank and would not result in the
acquisition ol any additional banking assets. Based on all
the facts of record, the Board concludes that the proposal
would not result in any significantly adverse eflects on
competition or concentration ol banking resources in any
relevant banking market.

The BHC Act also requires the Boacd to consider the

financial and managerial resources and fulure prospects of

Applicant, Bank, and Company, the convenicnee and needs
of the community (o be served, and certain other supervi
sory lactors.” The Board has carctully considered all these
factors in light ol all the fucts of record, including reports
ol examination and other supetvisory information from the
bank’s primary federal supervisor. Based on these and
other facts of record, the Board concludes that all the

fuctors the Board is required to consider under seetion 3 of

the BHC Act are consistent with approval of the proposal.

Applicant also has applicd under section 4(c)(13) ol the
BHC Act and scetion 211.5(¢) of Regulation K for the
Board’s prior consent to acquire all the voling shares of
Company. Company cugages i home mortgage lending,
and servicing activities in Puerto Rico and, under seetion
A1) and Regulation K, is deemed o operate outside
the United States. The Board has considered all the factors
specified in section He)(3) and Regulation K and, based

N I)(‘]mﬁl data e as ol June 30, 1995,
2. 8¢e 12U8.0,§ 1812002 und (D,
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on all the facts of record. finds these Tactors to be consis
tent with approval

Basced on the Toregoing and all the facts of record, the
Board has determined that the application and request for
consent should be, and tiereby wre, approved. The Bowrd’s
approval is specilically conditioned on compliance with all
the commitments made in connection with the application
and request for consent, 'The commitments and conditions
relied on by the Board in reaching this decision are deemed
lo be conditions imposed i writing by the Bowrd in con-
nection with its findings and decision and, as such, may be
enflorced in proceedings under applicable law.,

The acquisition of Bank shall not be consummaled be-
fore the (ifteenth calendar day Tollowing the ¢lfective date
of this order or fater than three months after the cfleetive
date ol this order, unless such period is extended lor good
cause by the Board or by the Federal Reserve Bank ol New
York, acting pursuant to delegated authority, The acquisi-
tion ol Company shall not be consummated ater than one
year aller the eftective date of this order, unless such period
is extended for good cause by the Board.

By order of the Board of Governors, ellective June 17,
1990.

Voting lor this action: Governors Kelley, Lindsey, Phdlips, and
Yeller. Absent and not voting: Chairnan Pro ‘Tempore Grecnspan.

JENNIFER ). JOTINSON
Deputy Secretary of the Board

Union Planters Corporation
Memphis, Tennessee

Order Approving the Acquisition of o« Bank

Union Planters Corporation, Memphis, ‘Tennessee (“Appli-
cant’), a bank holding company within the meaning of the
Bank lolding Company Act ("BHC Act™), has requested
the Bowd’s approval under section 3 ol the BIC Act
(12 U.S.C0§ 1842) to acquire all the voting shares of
Fastern National Bank, Miami. I'orida (““Bank’™™).!

Notice of this proposal, altording interested persons an
opportunity to submit conments, has been published
(60 I'ederal Register 56,151 (1993))." The time for filing

3o 8ce 12 CER2HLS(C). Althouph these activities wlso are pernils
sible tnder the Bomd™s Regulation Y (12 CLER, 225.25¢)( 1)), Appli
cant is nol required to obtain approval under Regulation Y becanse the
Board is approving this  acquisition  under Regulation K. See
12 CHR225.22(p).

[ Applicant proposes to merge its de novo subsidiary hank, Fastern
huterim National Bank, Miami, Flovida, with and into Baok, The
Office of the Comptroffer of the Caneney (COCC™) has approved s
merger pustant to section F8(e) ol the Federad Deposit Insurance Act
(12 US.Co§ 1828(0). Bank™s name would be chaped o Union
Planters Bank ol Flotida, N.AL, Miami, Florida.

2. Comments from the Mid-South Peace and Justice Center, Mem
phis, Tennessee (T Protestant™ ), maintam thit two typograpincal errors
in the newspaper notice published in Memphis requise iepublication.
The name of Bank and the sticet address ot Applicant were misspelled
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comments has expired and the Board has considered the
proposal and all comments recetved in light of the factors
set forth in section 3 ol the BHC Act.

Applicant, with total consolidated assets ol $11.3 billion,
operates subsidiary banks in Arkansas, Kentucky, Louisi-
ana, Missourt, Mississippi, and ‘Tennessee, and thrifts in
Alabama and tennessee.* Applicant is the fourth Targest
commercial banking organization in ‘Tennessee, controlling,
deposits o $4.8  billion, representing  approxinately
9.2 pereent ol the total deposits in commercial banking
organizations in ‘Tenuessee, Bank, with total consolidated
assets of $266.9 million, is the 35th Targest commercial
bunking organization in Florida, controlling deposits of
$233.8 willion, representing less than | opereent of total
deposits tn commercial banking organizations in Florida.

Interstate Analysis

Seetion 3(d) of the BHC Act, as amended by Section 101
of the Riegle-Neal Interstate Banking and Branching Fli-
cicncy Act ol 1994, allows the Board to approve o proposal
by a bank holding, conpany to acquire control of a bank
located in a state other than the home state of such bank
holding company, i’ certain conditions are met. For pur-
poscs of the BHC Act, the home state ol Applicant is
Tennessee, and Applicant would acquire o bank in Flori-
dit ‘The conditions for an interstate acquisition under
section 3(d) are met in this case.” Tn view ot all the Tacts of
record, the Board is permitted 1o approve this proposal
under section 3(d)y ol the BHC Act.

in this notice. As required by the Board’s Rules ol Procedure and
Regulation Y, notice ol the proposal was published corectly m the
Federal Register and in a newspaper o peneral civculation m Mian,
Florida, where Bank is located. See 12 C R 262.3(b) and 225, 14(b).
I tight of the minor natuie of the enos, the fact that the names of
Applicant and Bank were coreetly spelled in the newspaper notices
published i the respective cities where these institutions are located
wid in the Federal Register, and the Tact that the misspellings did not
mash the tdentity or location ol Applicant or Bank, the Board con-
cludes that notice was suflicient 1o provide miterested  parties the
opportunity to comment on the proposal, as evidenced by Profestant™s
submissions, and that republicaton ol the notice in Memphus is not
warraited m light of all the facts of 1ecord.

3. Assetand deposit datacare as of December 31, 1995,

P2 US.CU ER42(d). Pub. 1. No. 103 328, 108 Stat. 2338 (1994).
A bank holding company’s home state is that state in which the
operations of the bank holding company’s banking subsidiaries were
principally conducted on July 1, 1966, or the date on which the
company became a bank holding company, whichever s later,

SOI2Z USO8 BRADNHA) and (B) and 18A2(A2)HA) and (B).
Applicant’s sabsuliary banks are adeguately capitalized and ade-
quately manaped. Bank has been in existence ad continuously oper
aled for the minimum periods of time requited under Florda law. In
addition, on consummation ol this proposal. Applicant and its alli
ates would control less than O pereent of the total amount of depostts
ol insured depository institutions - the United States and less than
30 pereent o the total amount ot deposits o insured  depository
institutions in Florica.

Competitive Considerations

The BHC Act prohibits the Board from approving an
application under section 3 of the BHC Act il the proposal
would result in a monopoly, or il the proposal would
substantially lessen competition in any relevant banking,
market, unless such anticompetitive effects are clearly out-
weighed in the public interest by the probable eflect of the
transuction in meeting the convenience and needs of the
cotmmunity to be served. Applicant and Bank do not coni-
pete direetly in any relevant banking markel. Based on alf
the lacts of record, the Board concludes that consummation
of this proposal would not result in any significantly ad-
verse effects on conipetition or on the concentration of
banking resourees in any relevant banking market.

Other Factors wnder the BHC Act

The BHC Act also requires the Bowrd to consider the
financial and managerial resources and future prospects of
the companies and banks involved, the contvenience and
needs of the community to be served, and certain other
supervisory lactors.

A. Supervisory Factors

The Board lias carctully considered the financial and man-
agerial resources and Tuture prospects ol Applicant, its
subsidiaries, and Bank, as well as other supervisory factors
in light of all the facts of record.e These Tacts include
supervisory reports of examination assessing the financial
and managerial resources of the organizations and confi-
dential linancial  information provided by Applicant.’

6. ‘The Venezuelan Supenntendent of Banks and Other Financial
Institutions (“*Supermtendent”™) has requested the Board 1o delay the
sale o transfer of shares of Bank to Applicant until alleged claims
regarding ownership ol Bank's stock arising from prior stock transfers
can be resolved. The Superintendent has taken no legal action in ot
outside the United States to adjudicate its alleged claims regarding the
ownerslip of Bank’s stock, and no such claims have been substanti-
ated (o date, In veviewing applications under section 3 of the BHC
Act. the Bowrd is limited to considering the specific factors set forth in
the BHC Act, and the Board has carefolty considered the effects ol
this proposal under the factors specified o the BHC Act See Western
Baneshares, hic. v, Bowd of Governors, 480 F2d 749 (10t Cir,
1973). For example, the Board has reviewed the potential impact ol
such claims on the financial resources ol Applicant. The limited
jurisdiction granted to the Board to 1eview applications under the
BHC Act does not aathorize the Board (o adjudicate such claims,
Maoreover, processing of this application has been delayed beyond (he
time periods provided under the procedures in Regulation Y, and
Apphicant has informed the Board that the contract to purchase Bank
terminates on June 30th unfess Applicant reecives Board action and
all appropriate waiting, periods have expiied. Based onall the Tacts of
record, and tor the 1easons discussed above, the Board concludes that
the recond s suflicient 1o act on the proposal and that a delay is not
warranted under the facts presented.

7. Protestant also contends that an action [led under (he Racketeer
Influenced and Corrupt Organizations Act (18 U.S.Co§ 1961) in
connection with the sale of secuntized automobile receivables by
three nonbank subsidiaries ol Applicant on behall of o third party
raises adverse managerial considerations. In 1991, o fedeial juy in



Based on all the lacts of record, the Board concludes that
all the supervisory factors under the BHC Act, including
financial and managerial cesources, weigh in favor of ap-
proving this proposal.

B. Convenience and Needs Tactor

The Board has long held that cousideration of the conve-

nicnee wird needs lactor includes a review of the records of

the relevant depository institutions under the Community
Reinvestment Act (12 ULS.Co § 2901 e seq) (CCRA™).
As provided i the CRA, the Board has cvaluated this
factor in lfight of examinations by the primary (ederal
supervisor ol the CRA performance records ol the relevant
institutions.

‘The Board also has carctully considered comments [rom
Protestant criticizing Applicant’s record ol petformance
under the CRA i mecting the credit needs of minority
individuals and low and moderate-incone communitics in
Memphis, ‘Tennessee, and contending, that Applicant’s
management is insensitive o such credit needs. [n addi-
tion, Protestant afleges that data filed under the Home
Mortgage Disclosure Act ("HMDA™) (12 U.S.CL§ 2801)
indicate that  Applicant’s fead bank, Union Planters
National Bank, Memphis, Tennessee (CUPNB™), illepally
discriminates in its lending activitics and compares unla-
vorably to other banks operating in the Memphis communi-
ty.® Protestant also penerally references comments it sub-
nitted in connection with prior applications, which include
criticisms regarding Applicant’s record ol providing ser-
vices at its branches and Applicant’s branch closing poli-
cies.,

An institution’s most recent CRA performance evalua
tion is a particularly important consideration in the applica:
Lions process because it represents o detailed on-site evalu-
ation of the mnstitution’s overall record of performance
under the CRA by its primary lederal supervisor.” Tu uddi
tion, the Board considers an institation™s policies and prac-
tices lor compliance with applicable (air lending laws. The
Board also takes into account information on i tustitu-
tion’s lending activities that assist in meeting the credit
needs ol fow- and moderate-income neighborhoods, in-

this action found that ApplicanCs subsidiaries were civitly hable,
under RICO, for losses that o savings assocration sostaited  attes
purchasing these instruments Trom the subsidiaries i TO88 and 1984,
ApplicanCs subsidiaries settled the case and have ceased cngaging in
this activity. Morcover, corrective actions und operational contiols 1o
enswe compliance with refevant faws have been implemented by
Applicant and found 1o be sufficient after review i subsequent exam
inations by the Federal Reseive Bank ol St Lonis,

8. Protestant also contends that Applicant should present a plan 10
comnmunity groups for edevelopment ot low- and mioderate: income
neighborfioods in Meniphis,

9. The Board notes that the Statement ol the Federal Financial
Supervisory Agencies Regarding the Community Reinvestinent Act
provides that a CRA examination s an important and often controlling
factor in the consideration of an mstitution’s CRA record and that
reports of these examinations will be piven preat weight in the
applications process. S4 Federal Register 13,742, 13,745 (1989).
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cluding programs and activities inttiated since its most
recent CRA performance examination,

Performance Examinations. All ol Applicant’s subsid-
jary banks and thriits that have been examined for CRA
performance received Coutstanding™ or “satisfuctory ™ rat-
ings from their primary federal supervisors in their most
recent examinations, In particular, UPNB reccived a “satis-
factory”™ CRA performance rating, from its primary lederal
supervisor, the OCC, at its most recent examination as off
October 1994 (1994 Examination™ ). 'The 1994 Examina-
tion found no evidence ol prohibited discrimination or
other iltegal credit practices. Morcover, examiners found
1o cvidence of practices intended o discourage applica-
tions for the (ypes of credit listed in the bank’s CRA
statements. ' Bank received a0 Usatislactory™ rvating, for
CRA performance from the OCC as of September 1994,

Previons Review of CRA Record. 'The Board has re-
viewed Applicant’s CRA performance record i fight of
substantially similar comments submitted by Protestant in
connection with two recent applications filed by Appli
cant.'t [n these cases, the Board carefully considered UP-
NB’s CRA performance recond, including [TIMDA - data,
lending, activitics, marketing, and outreach activitics,'” ser
vices provided at branches, and branch closing policies.
For the reasons discussed in detail w the Capiral Order and
the First State Order, which are hiereby incorporated by
reference, the Board concluded that the convenience and
needs factor, including the CRA performance record of
Applicant, was consistent with approval ol acquisitions
under the BHC Act.

Conclusion on Convenience and Needs actor. [n his
case, the Board has carelully considered the entire record
inits review ol the convenienee and needs factor under the
BHC Act. Based on all the lacts of record, including
information provided by Protestant and Applicant, CRA
performance examinations and other wformation from Ap-
plicant’s primary lederal supervisors, and the previons
reviews of Applicant’s CRA record described in the Capi-
tal Order and the First State Order, the Board concludes

10, Protestant notes that several mdividuals have desenbed m
stances i whictt Applicant’s subsidiaey bagks may have illegally
denied credit 1o nmnority borrowers. The Board has relerred these
conmnents to the appropriate federal supervisor of the stitutions,
which has sulhcient repulatory anthority to addiess these situations il
the individuals can sabstantiste their aflepations (o the apency.

VL See Union Planters Corporation, 82 Vederal Reserve Buldletin
T8 (1996) CCaputal Order™y, and Union Planters Corporation, 81
lederal Reserve Bulletin 800 (1995) ("1 st State Order’™).

12, Protestant contends that the absence ol African-Anierican loan
officers i Applicant’s newspuaper advertisenments idicates @ tacus ot
aflluent, nonminority customers and an msensitivity o the credit
needs of the Afvican American community. Applicant responds that it
advertises credit products in newspapers and radio stations owned hy
minorities (hat focus on communities with predominantly mmority
residents throughout the Memphis community, and uses minority
actors i numerous newspaper and television advertisements. In addi
tion, the 1994 Exannoation tound that UPNB™s marketing proprant is
efieetve and designed (o mforny all sepments of its defineated conmmu-
nity of the avatlability of credit products and services, and that UPNB
advertises its credi products and services troughout its defineated
commuily.
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that the eflforts of Applicant and Bank 1o help mieet the
credit needs of all segments of the communities served,
including fow and moderate-income neighborhoods and
minority residents, are consistent with approval.™ In this
light, the Bowd concludes that convenienee and needs
considerations, including the CRA perfomincee records ol
the companics and banks involved in this proposal, wre
consistent with approval.

Conclusion

Based on the faregoing and wl other facts of vecord, the
Board has determined that the application should be. and
hereby is, approved. ! The Board's approvad is specifically
conditioned on compliance by Applicant with all commit
ments made in connection with this application as well as
the conditions discussed in this order and in the above-
referenced arders. For purposes ol this action, these com-
mitments and conditions witl both be considered condi
tions mmposed o writing and, as such, may be enforeed in
proceedings under applicable faw,

The acquisttion shall not be consummated before the
lilteenth day following the effective date ol this order or
Jater thaw three months alter the eflective date ol this order,
unless stch period is extended for good cause by the Board
or by the Federal Reserve Bank of St Louis, acting pursu-
ant 1o delepated authority.,

By order ol the Board of Governors, elfective June S,
1996,

Votmg lor thes action. Chagman Pro Tempote: Greenspan and
Governors Kelley, Eovdsey, Phillips, and Yellen.

JUNNIEER J. JONNSON
Deputy Secretaiy of the Board

[3. Protestant’s commients also reterate allegations regarding the
ieltective enforeemient of the CRA by federal supervisors and cedtain
management misconduct at a Mississippi state bk acquoed by
Applicant in 1991 These matters weie considered inthe Capital
Oreder and the Fase State Order. The Board also has relerred Protes-
tant’s comments repading the state bank 1o the Federal Deposit
Insurance Corporation, the printy federal supervisor of the bank, o
investigation and appropriate sapervisory action il these allegations
can be substantiated.

[, Protestant alleges that the clection ol only one Atrican American
dircctor to UPNB™ bowd ol directors mdicates allegal employment
discrmination. Applicant respouds that this director, who suceessiutly
nnages one ol the targest chiurehes in Memphis and s influential
throughout tie community, wis elected o provide addittonal instght
and diversity 1o UPNB'S boad of directors, Appheant and UPNB e
required under the regnlations ol the Departmient ol Labor (o file
annual epotts with the gual Eniployment Opportumity Conmission
CEEOCT), and the EEOC has jurisdiction 1o investigate and deter
mine whether companes are mecomphance with federal equal employ-
went Lws, The Board has voted that unsabstantited allepations of
improper actions under a statnte administered by another federal
agency 18 beyvoad the scope ol the Board™s review under the factors
speatiied mthe BHC Act. On the other hand, substantiated improper

actions may be considered by the Board e hight ot all the facts of

record ol an application vder the BHC Act’s factors or in the contet
ol the Bowd™s general supervisory anthorty over ats regulated bank-
ing organtzations. See Nopwest Corporation, 82 Federal Reserve
Budletn 580 (1990),

Orders Issued Under Section 4 of the Bank Holding
Company Act

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

Order Approving a Notice to Engage in Ceriain
Nonbanking Activities

The Bank of New York Company, Inc., New York, New
York ("BNY ™), a bank holding company within the mican-
ing of the Baok Holding Company (“BIC™”Y Act, has
requested the Board s approval under section e y8) ol the
BHC Act (12 U.8.C, § [843(¢)(8)) and section 225.23 of
the Board’s Regulation Y (12 CLER. 225.23) to enpage
de novo in the Tollowing nonbanking activities through its
indirecet wholly owned subsidiary, BNY Capital Markels,
Inc., New York, New York ("Company™):
(1) Making, acquiring and scivicing loans and other
extensions of credit, pursuant to section 22525(by 1) of
Regulation Y (12 CU1LRL 225.25¢(h)(1));
(2) Providing investnient and financial advisory ser-
vices, pursuant to section 225.25(b)(4) of Regulation Y
(12 CER. 225.25(byd));
(%) Providing discount and full -service seeurities broker
age services, pursuant to section 225.25(h)(15) of Regu-
latton Y (12 CLILR. 225.25(b)(15));
(4y Underwriting, and dealing in obligations ol the United
States, general obligations of states and their political
subdivisions, and other obligations in which state mem-
ber banks may underwrite and deal under 12 ULS.C.
8§ 335 and 24(7) (bank-cligible sccurities™), pursuarnt
lo section 223.25(0)(16) of Regulation Y (12 CLER.
225.25()(16)),
(5) Underwriting and dealing in, 1o a linited extent,
certain municipal revenue bonds (including certain un-

5

rated  and  “private ownership™  mumnicipal  revenue
bonds), -4 family mortpage-related sccurities, con-
sumer receivable-related securities, and contmercial pa-
per (collectively, bank-incligible securities™); and

(() Acting as agent in the private placement of all types
ol sceurities, and buying and selling all types ol seeuri-
ties on the order of custoniers as o “riskless principal.”

Company currently is a subsidiary of BNY’s principal
bank subsidiary, 'The Bank of New York, New York, New
York (" Bank of New York™).! Company would engape in
the proposed activities worldwide following a reorpaniza
tion in which Company would become a subsidiary ol
BNY’s wholly owued nonbank subsidiary, BNY Capital
Markets Holdings, Inc., New York, New York.

Notice of the proposal, affording interested persous an
opportunity o submit conmimerits, has been published
(O Federal Register 19,627 (1996)). 'The time for liling
comnents has expived, and the Board has considered the

Lo Company canently engages i hiited private placement and
linancial advisory activities.



notice atid all conmmients received i light of die factors set
forth in section A(C)8) ol the BHC Act.

BNY, with total consolidated assets ol approximately
$54 billion, is the Tth largest banking organization in the
United States.” BNY operates commercial bank subsidiar
ies 1o New York, New Jersey, and Connecticat, and cn-
pages, through other subsidiaries, i various petmissible
nonbanking activitics. Company is registered as a broker-
dealer with the Sccurities and xchange Commission
(CUSECTTY under the Securities Lixehange Act ol 1934
(13 U.8.C.§ 78 er seq) and is a member ol the National
Association ol Securities Dealfers, Ine. C"NASD™). Accord
inply, Company is subject (o the recordkeeping amd report-
ing obligations, liduciary standards, and other requirements
ol the Seeurities Exchange Act ol 1934, the SEC, and (he
NASD.

Activities Approved by Reoulation

As noted above, Company proposes (o engape in lending,
investment and  financial advisory, securitics brokerage,
and bank eligible sceurities underwriting and dealing activ
itics that have all been deternined by repulation (o be

closely refated o banking for purposes of section He ) 8) of

the BHC Act! BNY has committed that Company will
conduct these activilies i accordance with the fimitations
set forth in Regulation Y and thie Bourd’s orders relating to
these activities. !

Unelersvriving cnd Dealing (0 Bank Tueligible Securitics

The Board has detenmined that
framework of imitations establishied in previous decisions

subject to the prudential

to address the potential Tor conflicts of interests, unsound
banking practices, or other adverse elfects  the proposed
activities of underwriting and dealing - bank-incligible

securities are so closely related to banking as to be 4 proper

incident thereto within the meaning of section (HexE) of

the BIC Act BNY has committed that Company wili
conduct these underwriting and dealing activities using, the

2o Assetand ranking data are as of December 31, 1995

3o8ee 12 CHR 22590, (InCh, (e sy and ()HCL6).

4 To address the potential confhicts of inferests arising from Compa
uy's conduet of both Tull service broherage activines and bank
melipable securttion underwiitmg and dealing activities, BNY has
commuied that Company wdl inform s brokerage customers at the
commencement of the refattonship that, as a peneral matter. Company
niy be i principal or may be eneaged in underwrtting with iespeet (o,
or may purchase from an alhliate, those securities for which broherage
and advisory services we provided, Inaddition, ar the tune any
broherage order is tahen, Conpany witlh wiforin brokerage customers
(usuadly orally) whether Company is acting as apent or principal with
espeet to asecarity, Condnmagions sent to customers also will state
whether Company s acting as agent or poncipal. See PNC Financial
Corporation, 15 Federal Reserve Bulletin 3960 (1989 Bankers Lt
New York Co 1V Eederal Reserve Bulletnr 695 (1988),

S See Citicorp I8 Lederal Reserve Bulletn 113 (1987 (7Can
corp” ), afl ' d s none Secirines Industry s n v Board of Goves
nors of the Federal Reserve Sysienr, 839 1240 QOd Cie), eert
demed, 486 US 1059 (1988), as modihed by Order Approvins
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sanie niethods and procedures and saubject o the sanie
prudential Tinutations established by the Bouard e the Sece-
tion 20 Orders,o

The Board has also previousty concluded that underwrit
ing and dealing in private ownership™ industiial develop-
ment bonds that qualily as “excempt facility bonds™ under
section 142 of the Internal Revenue Code (C*Code™)7 s a
pernnissible activity under section A(cH8) of the BHC Act.®
BNY will conduct this activity according o the pradeutial
lintitations set forth in the Section 20 Orders.”

BNY proposcs 1o have two director interlochs between
Company and its alliliated baaks, The wterlocking docee
tors would not be ofticers ol the altiliated banks and would
represent less than a magority ol the board ol divectors ol
Company and the alliliated banks, Fhe directors also would
ot have authority o conduct the day 1o day business ol
the afliliated banks or o handle individual transactions.
The Board previousty has permitted the type ol limited

Modifications to Section 20 Ouders, 15 Federal Reserve Bulletin 151
(1989) (colleetively, Section 20 Orders ™).

0. BNY has requested that the Boasd permit The Bank of New York
Capital Marhets Lid, United Kingdom CTBNY UK ), a lorepu subsd-
iy ol the Bank of New York established under section 2aa) of {he
Federal Reserve Act (12 ELS.CO§ 6015(6)), o market the stiuctured
inanee and loan syndication services ol Conpany lo overseas issuets
and investors, The Board previously has permitted Regulation K
subsuchaties ol domiestie banks. subject 1o certam conditions. 1o min
ket the services and secarities of therr secton 200 affiliates, See
BankAmerica Corporation, 80 ederal Reserve Battetr 11040 (1994);
Letter Trom Jenuiler 1o dohason. Deputy Secrelary ol the Bowd, to
Magjone Ti Gross. Chenieal Banking Corp. (M, 29, 1995), BNY
has commutied that BNY UK will engage in these activities subject o
thie condittons and restrictions previously relied on by the Bowd n
approving stieh eross marketing achivities,

/o8ee 26 US.C08 12,

8. See Bank South Coiporation, 8V T ederal Reseryve Bulletn 1116
(1995) (" Bank Soutl™y. In addition 1o the prvate ownership honds
discussed i Banh Sondi, BNY proposes that Company be permitted
to underwrite and deal moto a Tonated extent. private ownersinp bonds

that are issued for the followme taditonal povernment scivices:
airports, docks and wharves. mass commuating factlities, and tigh-
spead tercity vl Taclies, all ol which qualily as “exempt Lacslity
bouds™ under the Code, Under the Code, exempt Laeility bonds are
issued o fingncee the gequesttion or constiuction of facttes that
provide certain types ol traditional povernment services

9 In connection with its proposal to underwrite and deal i unrated
mumerpal revenue bonds, inchuding uncated  public ownership and
Spovate ownership ™ mdustrad devetopient bonds, BNY has cormnit
led that Company will not anderwnite any untated munepal reveonue
bond until Company conducts an independent credit ieviesw (o detes
e that the securtties are ol investment grade quahty and that no
sigfe issue ol uncated munmcipal revenue bods, including aiated
public ownership and “pinate ownership” mdustial development
honds, underweitten by Company would exceed $7.5 willion. BNY
also has provided other comntitments previonsly selicd upon by the
Board m authorizing a section 20 company 1o underwrite and deal in,
to i limited extent. untated municipal tevenue bonds, See Lettes
Interpreting Sectron 20 Orders. 81 Federal Reserve Bulletin 198
(1995). In additon, BNY has committed that Company  will not
nnderwnite or deal o uncated  monerpad tevenue bonds until BNY
subints and Bowd stall reviews (the credit evaluation packages thal
Company will use to determme that uncated municipal revenue bonds
are ol investment prade quality.
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director interfocks proposed by BNY.'Y The Board expects
BNY to ensure that the framework estublished pursuant to
the Section 200 Orders will be maintained in all other
respects.

The Board has determined that the conduct ol the securi-
tics underwriting and dealing activities proposed by BNY
is consistent with section 20 ol the Glass Steagall Act
(12 08,008 377), provided that the company engaged in
the underwriting and dealing activities derives no more
than 10 pereent of its (otal gross revenue from underwrit-
ing and dealing, tn bank-tneligible securities over any (two
year period !t BNY has committed that Company  will
conduct its bank-ineligible sccurities underwriting and
dealing activitics subject 1o the 10 pereent revenue test
established by the Board in previous orders,!”

Private Placement Activities

Privite placement involves the placement of new issues ol
securities with a linited number of sophisticated purchas-
ers e i nonpublic ollfering, A financial intermedicny i a
private placement transaction acts solely as an agent ol the
issuer in soliciting purchasers and does not purchase the
securities and attempt to aesell them. Sccunties that are
privitely placed are not subject (o the registration require:
ments of the Securities Act of 1933 and we ofiered only 1o
fianeially soplusticated institutions and individuals and
not to the public. Company would not privately place
registered securities and would place securties only with
customers that quality as aceredited mvestors.

The Board has detevmined by order that, subject 1o
prudential Timitations that address (he potential Tor con-
flicts of interests, unsound banking  practices, or other
adverse eflects, the proposed private placeiment activities
are 5o closely related to banking as to be a proper incident
thereto within the meaning ol section He)®) of the BHO

10, See Bank Soatlr Corporation, 1) Federal Reserve Bulletin 316
(1993).

H1. See Section 20 Orders, Complianee wath the 10 pereent revenue
hinutation shall be calealated o accordanee with the method stted
JP Morgan & Co fne., 15 Fedeval Reserve Balletin 192 (1989), as
modilicd by the Order Approving Modijreations 1o the Secton 20
Orders, 15 Federal Reserve Bublem 1Y (1989, the Order Approving
Modifications to the Section 20 Orders. 79 Federal Reserve Bulletin
226 (199 %), and the Supplement o Order Appioviee Modifications o
Section 20 Orders, 19 1 ederal Reserve Bullerin 360 (1993), The
Board notes that BNY has not adopted the: Bowrd's alternative
indexed-revenue test to measwre complianee with the H-percent linu
tation on bank incligible securitios activities, and, absent such elec
tion, BNY would continue to cmploy the Bowd's origmal 10 pereent
revenue (est,

12, Company also may coapage inactivities that are neeessary
incidents o the proposed underwritmg and dealig activities, provided
that they are teated as part ol the bank iueliptble securities activities.,
Unless Company receves speciiic appnoval winder seetion He 8y of
the BHC Act to condact the activities ndependently, any revenues
from the icidental activities st be counted as mehigible revenues
subject to the 1O pereent revenue Tntation,

Act." The Board also has determined that acting as agent
in the private placement of sceurities does not constitute
underwriting and deating in securitics for purposes ol
section 20 ol the Gilass Steagall Act, and that revenue
derived front these activities is consequently not subject to
the 10-pereent revenue limitation on bank-ineligible securi-
ties underwriting and dealing, '

BNY has committed that Company will conduct its
private placement activities using the siame methods and
procedures, and subject to the same prudential limitations
established by the Board in Bankers Trust and J.P. Morgan,
inctuding the comprehensive framework ol restrictions im-
posed by the Board in connection with underwriting and
dealing, in bank-incligible securities, which were designecd
o avoid potential contlicts of interests, unsound banking
practices, and other adverse effeets.

Riskless Principal Activities

“Riskless principal” is the term used in the securities
business to refer to a transaction in which a broker-dealer,
after receiving an order 1o buy (or selly a sceurity for a
customer, purchases (or sells) the security for its own
account to ollsel a contemporancous sale to (or purchase
from) the customer.'® A broker-dealer acting as a riskless
principal is not obligated to buy (or sell) a security for its
customuer untit after the broker-dealer executes the offset-
ting purchase (or sale) for its own account. The Board
previously has concluded that, subject to certain condi-
tions, viskless principal activities do not counstitute the
underwriting, public sale, or distribution of securities for
purposes of the Glass: Steagall Act.'” BNY has committed
that Company would comply with these conditions, as
listed in Appendix Ao As a SEC registered broker-dealer,
Company also will conduct its riskless principal activitics
in accordance with federal securities laws and regulations,
In Bankers Trast, the Board also determined that riskless
principal activitics are closely related to banking within the
meaning of section 4(c)(8) of the BHC Act.

In order to approve this notice, the Board niust consider
whiether the activities proposed are a proper incident 1o
banking, that is whether the activitics proposed “can rea-
sonably be expected to produce henefits 1o the public, such
as greater convenience, increased competition, or gains in
clliciency, that outweigh possible adverse eflects, such as
undue concentration of resources, decreased or unfair com-
petition, conflicts of interest, or unsound banking prac-

13, See J P Morgan & Co. dne, 76 Federal Reserve Bulletin 26
(1990) (S P Morgan™), Bankers Trust New York Corporation, 75
Federval Reserve Budlerin 829 (1989) (" Banhers Trust™).

11 See Bankers Trust.

15. Among the prudential limitations discussed more fully in Bank
ers thseand S P Morgan, BNY has commitied that Comipany will not
privately place 1egistered investment company seeurities or securities
of imvestment companies that e sponsored o advised by BNY or any
of its adithates. T addition, Company will make no general solicitition
o genetal advertismg for securities it places,

10, See SEC Rule TOb-1OG08)() (17 CR, 240,100 TOGXEM D).

1708 Morgan, Bankers Tust.



tices.” ™ In reaching the conclusion that riskless principal
activities were @ proper incident (o banking in Bankers
Trast, the Board refied on commitments that the applicant
in that case would conduct its riskless principal activities
subject to many ol the prudential limitations established by
the Board with respect to bank-ineligible securities under-
writing and dealing (7 Underwriting Corditions™ ).

BNY proposes in this case that Company be permitted to
act as a riskiess principal without subjeeting this activity to
the Underwriting Conditions. The Board sought public
comment ot BNY's proposal sceking veliel from the Un
derwriting Conditions in comection with the conduct of its
riskless principal activities. See 01 Federal Register 19,627
(1996). The Board received no comments on this aspeet ol
the proposal.

I Bankers Trust, the Board concluded that riskless
principal transactions conducted inaccordance with the
conditions proposed by BNY do not constitute sccurities
underwriting or dealing and are essentially cquivalent 1o
brokerage transactions.’® Because  sceurities brokeragpe
transactions do not raise the potential Tor conflicts ol
interest, unsound banking practices or other adverse ellects
that may be presented by baitk inehigible securities under-
writing and dealing activities, the Board has not required
bank holding companies to conduet seeurities brokerage
activities in compliance with the Underwriting Condi
tions.”! For the reasons set forth below and based on the
Board’s experience in supervising, riskless principal activi
ties, the Board concludes that riskless principal transac
tions conducted in accordance with the condilions dis
cussed in this order atso do not present the types of
concerns that the Underwriting, Conditions are designed (o
address.

The Underwriting Conditions seek to prevent the con-
(licts of interest and other potential adverse eltects that may
arise because an underwriting subsidiary bears principal
and reputational risks with respect to the bank-ineligible
securitics in which it underwrites and deals and to prevent
the transter ol the sisks associated with the underwriting
subsidiary’s bank-meligible sccuritics activities (o ifs affif
jated banks and thriftts. Because an underwriting subsidiary
is engaged in bank- ineligible securities activities, the Un-
derwriting Conditions also seek to separate, both operation-
ally and in the public’s mind, the underwriting subsidiary
from its bank and thrilt affiliates. In addition, the Under-
writing Conditions scek 1o prevent unfair compelition in
bank-ineligible securities activities by prohibiting the lend
ing alliliates ol an underwriting, subsidiary front disclosing

18, 12 LLS.CL 8 1RE3(0)(8).
19, Bankers Trast at 834
20, See Banheis Tt at 834, The SEC also has stated that riskless
principal transactions are lunctionally equivalem to agency transac
tiotis. Sce Lxchanpe Act Rel No, 3370030 repyted i [1993-199 1
Transter Binder] Fed, See. L Rep (CCHD Y 85,320 (March 9, 1994,
Fixchange Act Rell No.o 21708, reprinted i 11984 1985 Transter
Binder| Fed. Sec. 1. Rep (CCHY 83,734 (Feb. h 1985).

24 See 12 COERE 22525(0)(15); see also BankAmerica Coipora-
tionn, OV Federal Reserve Bulletin 105 (198 3),
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conflidential customer information o the underwriting sub-
sidiary (and vice-versa) withoul the customer’s consent,”’

As noted above, riskless principal activities have been
carctully defined to distinguish these activities from securi-
ties underwriting and dealing activities. These definitional
limitations ensure that Company's riskless principal trans-
actions will be castomer driven and that Company will not
bear principal or reputationad risk with vespect 1o the seeu-
rities that it purchases (or sells) as a riskless principal.”
Accordingly, BNY and its allitiates would not face the type
ol conflicts ol inferests sought 1o be addressed by the
Underwriting, Conditions. I addition, because banks them-
selves may engage in riskless principal activities,” it does
not appear necessary (o retain limitations that separate
operationally the riskless principal activities ol a subsidiary
lrom its bank or theilt aflitiates.

BNY proposes 1o conduct Company’s riskless principal
activities in accordance with the limitations established by
the Board Tor the Tull-service securities brokerage activities
ol bank holding companices. These Hutations require that
Company make certain disclosures (o ity customiers ™ and
prohibit Company and its afliliates rom sharing any conli-
dential information concerning, their respective customers
without thic consent of the custorner. ™

Based on its experience in monitoring and examining
riskless principal activities conducted by bank  holding,
compantes since 1989, the Board has determined that risk-
less principal activities, when conducted in accordance
with the federal scewities Taws and the definitional Timita-
tions and customer disclosure requirements in Appendix A,

are not seeurities underwriting or dealing activities and are
not likely to give rise o the potential adverse ciiects th
the Underwriting. Conditions are designed to address. For
these reasons, and based on all the tacts ol record, includ:
ing the commitments made by BNY, the Board has deter-
mined to grant BNY s request to conduct riskless principal
activitics without applying the Underwriting Conditions
listed in Appendix B to the conduct of that activity.”” 'This
does not affeet the applicabitity of the Underwriting, Condi-
tions (o the privaie placement, or the underwriting, dealing,
and other bank-ineligible securitics activities conducted by
Company.

22, See Clticorp at SO0,

23, Although Company’s customer (or counterparty) may fail to pay
tor sccutitics purchased ot Lail o deliver securties sold i o niskless
principal transaction, the Board previously has determined that this
risk, whict s sintifar to the tisk incuned in broherage tansactions,
does not transtorm a riskless principal ansaction 1o a transaction
for Company's own account. See Reahers Trust at 833,

24 See OCC nterp, L, Noc 620, reprinted in [ 1993 1994 Transle
Binder] Fed. Bankimg L, Rep (CCHY § 83,508 (July 7, 1993).

25, 8ee 12 CHR. 22525(0YIS)HD. These fimitations are included
in Appendix A,

20, 1d

27, The Board has today detenined o prant reliel” lrom these
conditions to other bank holdmg, companies conducting tiskless prin
capatl activities. See Ovder Revisong the Linotations Applicable to
Riskless Principal Acuvities, 82 Federal Reserve Bulletin 759 (1996).
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Other Considerations Regarding the Proper {ncident io
Banking Standard

As part ol the Board’s evaluation of the proper incident to
banking factors, the Board considers the linancial and
managerial tesources of the notificant and its substdiarices
and the cltect the transaction would have on such resoure-
es. 8 Based on all the facts of record, the Board concludes
that financial and managerial considerations are counsistent
with approval ol the notice.

As noted above, BNY has committed that Company will
conduct its bank-incligible securitics underwriting and
dealing activities in accordance with the prudemtial frame-
waork established by the Board’s Scction 20 Orders. Under
the framework and conditions established in this order and
the Scetion 20 Orders, the Bourd concludes that Compa-
ny’s proposed limited conduct of bank-incligible securities
underwriting and dealing activities is not likely to result in
significantly adverse effects, such as undue concentration
of resourees, decreased or unfair competition, conflicts of
interest, or unsound banking practices. Similarly, the Board
finds no cvidence that Company’s private placement and
other activities — conducted under the framework and con-
ditions established in this order- wouald likely result in any
significantly adverse efieets. The Board expects, morcover,
that the de novo entry of Company into the market for the
proposed services would provide added convenience to
BNY’s customers, would lead 1o improved methods of
niceting customer financing needs, and would increase the
level of competition among, existing, providers ol these
services, The Board also expects that Company’s perfor-
mance ol the private placement and financial advisory
activities, in which BNY currently engages to a limited
extent, will lead to greater elliciencies within the BNY
carporate systea and theeeby permit BNY ta provide bet-
ter services 1o its customers. Accordingly, the Board has
determined that the performance of the proposed activities
by BNY can reasonably be expeeted to produce public
benefits that outweigh possible adverse cffects under the

proper incident to banking standard of section 4(¢)(8) of

the BHC Act.

Based on all the facts ol record, and subject o the
commitiments made by BNY, as well as the terms and
conditions set forth io this order and in the Board orders
noted above. the Board has determined that the notice
should be, and hereby s, approved. Approval of the pro-
posal is specifically conditioned on compliance by BNY
and Company with the commitments niade in conuection
with the 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 sct lorth in Regulation Y, including those in
sections 2257 and 22523(g) (12 C.ER. 2257 and
225.23(g)). and to the Board’s authority (o require modifi-

I See 12 CHRL 225245 see also The Fagi Bank, Lad., 75 Federal
Reserve Bulfetin 94 (1989 Baverische Yereinsbank MG T3 Eederal
Reserve Bulletin 155 (1O87).

cation or termination of the activitics of a bank holding
company or any of its subsidiarics as the Board finds
neeessary 1o assure compliance with, and to prevent eva-
sion of, the provisions of the BHC Act and the Board’s
regulations and orders issued thereunder. T approving the
proposal, the Board has retied on all the facts of record and
all the representations and commitinents made by BNY,
These commitments and conditions shall be decimed to be
conditions imposed in writing by the Board in connection
with 1ts findings and decisions, and may be enforced in
proceedings under applicable law.

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 New York, acting pursuant to
delegated authority.

By order of the Bourd of Governors, effective June (0,
1996.

Voling tor this action: Chairman Pro ‘Temipore Greenspan and
Governors Lindsey, Phiflips and Yetlen, Absent and not voting: Gov
crnor Kelley.

JENNHER ). JOIINSON
bepuaty Secrerary of the Board

Appendix A

BNY has commitied that Company would comply with the
following conditions with respect to its riskless principal
activities:

{1y Company will engage in riskless principal transactions
only in the secondary market.

(2) Company will not act as riskless principal in sclling
bunk-incligible sceurities at the order of a customer that is
the issuer of the securities or i any lransaction where
Company has a contractual agreement to place the securi-
ties as agent of the issuer.

(3) Company will not engage in any riskless principal
transaction for any bank-incligible security carvied in its
inventory.

(4) Company will not engage in riskless principal transac-
tions on behalf ol any LS. afliliate that enpages in bank-
ineligible sccuritics underwriting and dealing, or any for-
cign afliliate that engages in sccurities dealing activities
outside the United States.

(5) Company will not act as a riskless principal in any
transaction involving a bank-incligible security for which
Company or an alliliate makes a market.

(6) Neither Company nor its afliliates will hold themselves
out as making a market in the bank-ineligible securities
that Company buys and sclls as riskless principal, nor enter
quotes Tor specttic bank-ineligible securities in any dealer
quotation system in connection with Company’s riskless
principal transactions; except that Company and its aflili-
ates may cnter bid or ask quotations, or publish “oflering
waunted™ or “bid wanted” notices on trading systems other
than NASDAQ or an exchange, i Company or the alliliate



does not cnter price quotations on dilferent sides of the
market for a particular sccurity for two business days.
(That is, Company or its alliliate must wail at least two
business days after entering @ “bid” quotation on a sceu-
rity before entering an “ask™ quotation with respect to the
same security, and vice-versa,)

(7) Company will not act as viskless principal (or registered

favestient cotmpuiy  seeurities ot lor any securities of
investiient companies that are advised by BNY or any of

its afliliates.
(8) Company will mainlain specific records, including
records time-stamped inaccordance with SHC' require-
ments, that clearly identily all riskless principal transac-
tions.
(9) Because BNY proposes 1o provide riskless principal
services in combination witly investiment advisory services,
Company will prominently disclose in writing to its cus-
toniers that:
(1) Conmpany is solely responsible for its contractual
obligations and commitments;
(b)y Company is not a bunk and is separate from any
alliliated bank; and
(¢) The sceurities sold, ollered, or reconmmended by
Company are not insured by thie FDIC and are ot
obligations of, or endorsed or guaranteed in any way by,
any bank (unless this is (he case),

These disclosures must be made before Company provides
any riskless principal or advisory services to a customer,
and the disclosure in clause (a) also must be made by
Company in its customer account statements, The disclo-
sures may be provided orally so long as written disclosures
are provided to the customer immediately thereafter, In
addition, Company and its afhiliates will not share any
conlidential information concerning, their respective cus-
tomers without the consent ol the customier. See 12 CLER,
225.25(b)(15)(iD).

Appendix B
BNY hereby is relicved from the following Underwriting
Conditions with respeet to Company’s riskless principal

activitios:

(1) Neither BNY nor any subsidiary shall dircetly or indi-

rectly extend credit, issuc or enter into a stand-by letter of

credit, asset purchase agreement, indemuily, guarantee,
insurance or other facility that might be viewed as enhane-
ing the creditwortliness or marketabitity of ineligible secu-
rities purchased (or sold) as a riskless principal by Com
pany.

(2) Neither BNY nor any subsidiary (other than Company)
shall knowingly cxtend credit o a customer direetly or
indirectly sccured by, or {for the purpose ol purchasing, any
incligible security that Company purchases (or sells) as a
riskless principal.

(3) Neither BNY nor any of its subsidiatics niay, directly or

indirectly. extend credit to issuers ol ineligible securities

Legal Developments 753

purchased (or sold) as tiskless principal by Company fot
the purpose ol the payment ol principal, interest or divi
dends on such securities, except thit BNY and its subsid-
iaries may extend credit to an issuer of seeurities purchased
(or sold) as riskless principal by Cotpany for purposes of
paying the principal on the securities, provided that at least
three years has clapsed since the date of Company’s pur-
chase (or sale) and the credit extension meets prodent and
objective eredit standards,
(4) BNY shall adopt appropriate procedures, including,
maintenance of necessary documentary records, (o assure
that any extension of credit by it or any ol its subsidiarics
to issuers ol incligible securitics purchased (or sold) as
riskless principal by Company are onan arm’s length basis
lor purposes other than payment of principal, interest or
dividends on the issuer’s inelipible sccurities being, pur-
chased (or sold) as riskless principal by Company.
(5) 'The requirements relating 1o credit extensions 10 issuers
noted in paragraphs | 4 above also shall apply (o exten
sions of credit to parties that are the major users of projects
that are financed by industrial revenue bonds.
(6) BNY’s afliliated banks and thrifts may not express an
opiuion on the value or the advisability of the purchase or
sade of (ncligible securities that are purchased (or sold) as
riskless principal by Company unless the bunk or thrift
afliliate notifies the customer that Company is purchasing,
(or selling) the security.
(7) Netther BNY nor its bank, thrift or trust or investment
advisory subsidiaries shall purchase, as a trustee or in any
other fiduciary capacity, for accounts over which they have
investiment discretion, ineligible securitics that are pur-
chased (or sold) as riskless prmcipal by Company unless
such purchase is specilically authotized under the instru-
ment creating the fiduciary relationship, by court order, ot
by the law ol the jurisdiction under which the trust is
administered.
(8) Neither BNY nor any of its subsidiaries shall purchase
as principal wcehigibie securitics that are sold as a riskless
principal by Company.!
(0) Company may ouly purchase (or sell) as riskless princt-
pal incligible sceurities issucd by (or representing, interests
in, or sceured by, obligations of) alliliates i the sceuritices
are:

() Rated by an unafiiliated, nationally recognized statis-

tical rating organization;

. As noted above, BNY lis committed that Company will conduct
its riskless puncipal activities maccordance with the lnitations set
forth in Appendin AL These Timitations prohibit Company from enpag
ing in riskless poncipal transactions on behall of any loreipn alliliate
that engages in secunties deafing, activities outside the United States,
o any VLS, afliliate that engages m bank incligible securities under
writing, and dealing, In addition, these lontations prolubit Company
from purchasing or selling as tiskless principal any bank meligible
seeutity that Company hokds in its inventory, Because BNY proposes
to engage inriskless principal through its seetion 20 allifiate, the
structural limitations contained 1 the Underwriting Conditions con-
linue to apply to that subsidiay.



754 Federal Reserve Bulletinl | August 1996

() Issucd or puaranteed by FNMA, FHEMCO, or GNMA
(or represent inlerests in seeurities issued or guaranteed
by FNMA, FHLEMC, or GNMA); or

(¢) Purchased from or sold to sophisticated institations.

Caisse Nationale de Credit Agricole, S.A,
Yaris, France

Order Approving o Notice to fagage in Various
Nonbanking Activities Through a Joint Venture

Caisse Nationale de Credit Agricole, S AL, Paris, France
("ONCA”)Y, u forcign banking organization subject to the
Bank Holding Compuny Act ("BHC Act™), has requested
the Board’s approval under section 4(¢)(8) ol the BHC Act
(12 ULS.C.§ 1843(0)(8)) and scetion 225.23 of the Board's
Regulation Y (12 CLER. 225.23) 1o cengage through
CALFP (US), 1nc., New York, New York ("Company™). a
joint venture, in the following nonbanking activitics:

(1) Providing sccurities brokerage services pursuant to

section 225.25(b)(15) of Regulation Y

(2) Providing tnvestment advisory services pursuant to

(3) Providing forcign exchange advisory and transac-
tional services pursuant to section 225.25(b)(17) of Reg-
ulation Y;

(4) Acting as agent in the private placement of securi-
ties, and providing related advisory services;

(5) Acting as riskless principal in the purchase and sale
ol all types of securitics on behalf of customers;

(6) Acting as broker and agent and providing advisory
services with respect to nterest rate and curreney swaps
and swap dertvative products, and swaps, swap deriva-
tive products and over-the -counter options linked 10
certain commodities, stock, bond or commodity indices,
a hybrid ol interest rates and such commoditices or indi-
ces, a specially tailored basket of sceurities selected by
the parties, or particular equity securities; and

(7) Providing, advisory services, including discretionary
portfolio management services, with respect o tutures
and options on lutures on financial and nonfinancial
commaoditics.

Company would oaly provide these services to institutional
customers, as defined in section 225.2(p) of Regutation Y
(12 CUERL 225.2(p)), and has proposed to conduct these
activitics worldwide.

Company is an indirect subsidiary ol Credit Agticole
Lazard  Financial  Products Bank,  Loodon, England
(CCALEP Bank™), and Credit Agricole Lazard Financial
Products Limited, Loudon, England (“CALIP THolding ™).}
CNCA owns 75 percent of the capital of CALEP Holding,

1. CALEP tlolding is the parent company of CALEP Bank, & UK.
company licensed as o bank i the United Kingdom. CALFP Bank
inteuds to hold its investment in Company through a UK. holding
company whose sole tunction would be to hold the shaes of Com-

pany.

and Three Houses Investiment Company, Limited, London,
England (""Three Houses™), owns the remaiiting, 25 per-
cent” Three Houses is controlled by Lazard Freres & Co,
1.1.C., New York, New York: Lazard Freves et Cle, Paris,
I'rance; and Lazard Brothers & Co., Limited, London,
England (collectively, “lLazard Dreres™). Lazard Freres
provides a wide wrray of advisory and brokerage services,
and underwrites and deals i all types of debt and equity
seeurities.

Notice of this proposal, allording interested persons an
opportunity 1o submit conments, has been published
(00 Federal Register 62,092 and 63,527 (1995)). The time
Tor filing comments has expired, and the Board has consid-
ered the proposal and all comments received in light of the
factors set forth i section 4(¢)(8) of the BHC Act.

CNCA, with total consolidated assets equivalent 1o ap-
proximately $334.2 billion, is the [Sth largest banking
orgatization in the world, and the largest banking organiza-
tion i Fraoce In the United States, CNCA operales
branches i Chicago, Hlinois, and New York, New York;
and maintains representative olfices in San Francisco, Cali-
fornta, and tHouston, Texas, CNCA also engages directly
and through subsidiaries in permissible nonbanking activi-
ties in the United States and abroad.

Company is, and will continue o be, a broker-dealer
registered with the Securitics and Exchange Commission
(SEC™Y under the Sccurities Exchange Act ol 1934
(15 U.S.C.§ 78a ef seq), and is a member ol the National
Association of Sccuritics Dealers, Ine, (“NASD™). Accord-
ingly, Company is subject to the record-keeping and report-
ing obligations, fiductary standards, and other requirements
of the Securities Exchange Act ol 1934, the SEC, and the
NASD.!

Private Placement and Riskless Principal Activities

The Board previousty has determined that the proposed
privie placement® and riskless principal® activitics are so

20 ONCA and Three Houses have equal voting dghts in CALIP
Holding, Three Houses has an option to aequue addittonal voling
shares of CALIP Holding that could raise its interest in CALIP
Holding o 50 percent.

3. Asset data are as of Deceber 31 1995,

4. CNCA does not expeet Company (o conduet its business in such
A way as 1oorequire it Lo register as a commmadity trading advisor
CCTA™Y under the Commodity Eachange Act (7 US.CL§ | et seq.),
or as an investment adviser under the Tnvestment Advisers Act ol
1940 (15 US.C§ 8Ob-1 ¢ seq.).

S, Puvate placement involves the placenient ol new securities witle a
limited number of sophisticated purchasers ina nonpublic offermg. A
financial mtermediary ina private placement (ransaction acts solely as
anagent for the issoer mesolicitmy, purchasers, and does not putchase
the seeuritios and attempt to resell them, Seeurities that are privately
placed are not subject to the registiation requirements of the Securities
Act ol 1933, and are offered only to {inancially sophisticated institu-
tons and individuals and not to the public. Company would not
privately place registered secitios, and would only place sceuritices
with customers who gualily as aceredited investors.

0. Raskless principal™ is the term ased in the seeurities business to
refer 1o a tiansaction in which a broker-dealer, after receiving an order
o buy (o1 sell) a secuity from a customer, purchases (or sells) the



closely related to banking within the meaning ol section
4c)8) ol the BHC Act, provided that the activilics are
conducted within the prudential framework ol limitations
established in previous decisions (o address the potential
for conllicts ol interests, unsound banking practices, and
other adverse eflects.” The Board also previously has deter-
mined that acting as agent in the private placement of
seeuritics, and purchasing and selling securities on the
order of customers as riskless principal, do not constitute
underwriting or dealing i securities lor purposes of sec
tion 20 of the Glass Steagall Act, when conducted in the
manner established by prior orders, and, accordingly, that
revenues derived from these activitios are not subject (o the
{0-percent revenue limitation on bank- ineligible scecuritics
underwriting and dealing activities.® CNCA has comniitted
that Company will conduct its private placement and risk-
fess principal activities using the same methods and proce-
dures, and subject 1o the same prodential limitations, as
were established by the Board in J.P Morgan and Bankers
Trust.” These methods, procedures, and prudential Tinita-
tions include the compichensive restrictions desigied (o
avoid potential conllicts ol interests, unsound banking
practices, and other adverse elfects imposed by the Board
in cases involving underwriting and dealing in bank
inclipible sccuritics.

seeutity tor tts own account 1o oflset a contemporatceous sale to (ot
purchase from) the custoner, See Scearities and Exchange Connnis
sion Rule 10b 10, 17 CERD 240 10b- 10GOER)(1). Riskless principal
transactions are understood in the industry 1o melude only tiasactions
i the secondiny market,

T 12 US.COo§ IBEXCHRY. See J P Morgan & Company Incoipo
rated, 70 Federal Reserve Bulletin 26 (1990) (0.0 Moirgan™ ), and
Bankers Trust New York Corporation, 15 Federal Reserve Bulletin
829 (1989) (““Bankers Tiust™),

8. See Bankers Trast at 831 833, The termn “hank- ineligible secuti
ties™ refers ol types ol debt and equity sccarities that a banh nty
not underwrite or deal m dieetly ander the Glass Steagall Act
(12 U.S.CL 88 24(7) and 335),

9. Among the prudential funitations detaifed more fully /.7
Morgan and Bankers Trust ave that Company will maintain specitic
records that will clearly wentily all riskless proneipal transactions, and
that Company will not engage in any rishless principal transactions {or
any sceurities carried i ils imventory, When acting as a rishless
principal, Company will engage only in transactions in the secondary
market, and not at the order ol a custoner that is the issuer of the
seeuritics to be sold; will not act as riskless principal o any ransac
tion involving a security for which it makes a market; and will not
hold itself out as making a marhet mthe securtties that it boys and
sells as a niskless principal. Motcover, Company will notl cnpape in
rishless principal transactions on behall of any toreign adiitiates that
crpage in securities dealing activities outside the United States, and
will not act as riskless principal tor registered open-end investment
company securities. In addition, Company will not act as « riskless
principal witle respect o any securities of mvestrent companies tht
are advised by CNCA or any ol s alliliates. With respect to prvate
placement activities, CNCA has committed that Company will not
privately place registered investent company seeurilies o seeuritics
of investinent compaunies that ate sponsored or advised by CNCA or
any ol its aflitiates,
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Other Activities

The Board previously has determined that a bank holding
company niay acl as broher or agent and provide advisory
services with respect (o various swap transactions, includ
ing conmodity and index swaps based on a specially
tailored basket of securities selected by the parties. ' "T'he
Board also previeusly has determined by regulation or
order that a bank holding company may provide sceurities
brokerage services, investiient advisory services, loreign
exchange advisory and transactionad services, and advisory
services with respeet 1o futures and options ot futures on
financial and nontinancial connnoditics.” CNCA hias com -
mitted that Company will conduct its activitics in accor
dance with the Timitations set torth in Repulation Y, the
Board's orders, and related mterpretations,

Proper [ncident to Banking Standard

In order to approve this proposal, the Board also must
determine that the proposed activities are a proper incident
1o banking, that is, that the proposal “can reasonably be
expected to produce benefits (o the public, such as preater
convenience. increased conipetition, o1 gains in efficiency,
that outweiph possible adverse ellects, such as undue con-
centration ol resources, decreased or unlair competition,
conflicts of interests, or unsound banking practices.” !’

As part of its review of these Tactors, the Board consid
ers the financial and managerial resources ol the notilicant
and its subsidiaries and the clleet the transaction would
hiave on such resources.! s The Board notes that ONCA's
capital ratios satisly apphicable rish-based capital standards
established under the Basle Accord, and are considered
cquivalent to the capital levels that would be required ol a
U.S. banking organization. Based on all the facts of record,
the Board concludes that financial and managerial consid
crations are consistent with approval of this proposal.

The Board previously has expressed concern thal joint
ventures nol lead to a matrix ol refationships between

1. See Swiss Band Corporation, 81U Pederal Reserve Bulletin 185,
190 (1995). CNCA proposes thiat Conipany also aet as broker or apent
witlh respeet 1o swaps and swap detivative products hinked to particn
lar equity securities, Company would not own or take possession ol
any of the underlying securities, nor would 1t act as act as principal or
counter party in any such ttansacuion. ‘e Board believes that this
activily is operationally and lunctionally simiku to the swaps activi
ties previously approved by the Board and, therefore, the activity is
permissible for bank holding companics.

LE 12 CHRE 225250y, (1S), and (17); Credit Suisse, 81 Fed
eral Reserve Bullen 803 (1990) (providing Tutuies refated diserction
ary portfolio nanagement serviees), J P Morgan & Company hicor
porated, 8O Federal Reserve Budletn 151 (1994) (providing tatares
related advisory senvices willy respect 1o contiacls on nonlimancial
connnodities); and Security Pacific Corporation, [V Federal Reserve
Bulletin 820 (1988) (providing tutwes welated advisory services with
out registermyg, as i CTA).

12,12 U.S.C08 184 3(¢)(R).

13, See 12CHRD 22520 see also The Ty Bank, Lanited, 15
Iederal Reserve Bulletin 90 (1989), Baverisclie Yercishank AG, 73
Federal Reserve Bulletin 155 (1987),
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co venturers that could break down the legally mandated
sepanation ol banking and commerce.!! The Board has
stated that this concern is particulirly acute where the joint
veature involves o elationship between a bank holding,
company and a securities fum, and the potential exists for
the mingting ol permissible and mmpernissible securities
activities." In this case, CNCA would engage in the pro-
posed activities in amanner consistent with previously
approved joint venture proposals and has made o number
ol comuitments similar to those the Board has relied on in
prior joinl venture cases infended to sepacate the activities
of a bank holding company and the jomt venture front the
impermissible activities ol a securities co ventuer,' These
include a commitment that CNCA and Lazard Freres con
duct their business on an ann’s length, non preferential

basis with no solicitation ol business lor, nor referral ol

custoniers Lo, cach other, and that CNCA not invest in, or
nominale dircctors of L Lazard Freves in the United States.

or the reasons discussed above, and in relianee oo all
the conmitments made i comtection with this proposal
and the conditions discussed i this order, the Board be
licves that the proposal is not likely to resuft in decreased
or unlair competition, conflicts ol interests, nnsound bank-
ing practices, undue concentration ol resources, or other
adverse eflects. The Bowd expects, moreover, that the
cntry ol Companty into the market for the proposed ser
vices would provide added convenience 1o CNCA's cus
tomers, and would increase the level ol competition among,
existing providers of thiese services. Accordingly, the Board
fas determined that the performance of the proposed activ
itics by Company can reasonably be expected to produoce
public henefits that outweigh possible adverse effects under
the proper incident (o banking standard of section d(e)®)
ol the BHC Act,

Conclusion

Based on the Toregoing and all the faets ol record, includ-
ing the commitments discussed above and adl conuitments
made - connection with this proposal, the Board has
determined too and hereby does, approve this proposal
subject 1o all the terms and conditions set forth in this
order, and in the above referenced regulations and orders
that refate to the proposed activities, 'The Board’s detern
nation also is subject o all the terms and conditions set
forth in the Board's Regutation Y, mcluding those in sec-
tions 2257 and 2252 3(p) (12 C.ER. 2257 and 225.23(p)),
and to the Board s anthority (o tequire such moditication or
termination of the activities of a bank holding company or
any ol its subsidiaries as the Board linds necessary to
assure complianee witly, and (o prevent evasion ol the

14, See, g, The Mavbaco Company and Fquitable Bancorpora
ton, 09 Federal Reserve Bulletin 315 (198 3).

15, See Amsterdam Rotterdam Bank, NV . 70 Pederal Reserve
Bulletin 835 CLO8-Y: Hhe Cluo Lrust and Banking Company, Lisited.,
18 Lederal Reserve Bullen 206 1992y (" Cluto Trist™),

6. See Bangue Nationale de Pares, RO Federal Reseirve Bidleon
G38 (1991 Cho Lrust

provisions of the BHC Act and the Board s regulations and
orders issued thereunder, The Board’s decision is specili
cally conditioned on compliance with all the commitments
made i connection with this proposal, including the con-
mitments discussed in this order and in the above noted
Board repulations and orders. These commitments and
conditions shall both be deemed 1o be conditions imposed
in writing by the Board in connection with its findings and
decision, and, as such, may be enforeed in proceedings
under applicable faw.

This transaction shall not be consununated later than
three mounths after the effective dale of this order, unless
such period is extended Tor good cause by the Board or by
the Federal Reserve Bank ol Chicago, acting pursuant to
delepated aathority.

By order of the Board of Governors, ellective June 10,
1090,

Voting lor this action. Chartman Pro- ‘Tempore Gireeaspan and
Governors Lindsey, Phillips, and Yellen. Absent and not volmy:
Governa Kelley,

JENNIFER B JOHNSON
Deputy Secretary of the Board

Union Planters Corporation
Meinphis, Tennessee

Order Approving the Acqiiisition of a Savings
Association

Union Planters Corporation, Memplis, ‘Tennessee (CAppli-
cant”y, a bank holding company within the meaning ol the
Bank Holding Company Act ("BIC Act™), has requested
the Board's approval under section 4(c)(8) ol the BHC Act
(12 U.S.C0 8 I8A3(eHR)) and section 225.23 ol the Board’s
Regulation Y (12 CUERL 225.23) 1o acquire all the voting,
shares ol Franklin Financial Group, Inc., and thereby ac-
quire Pranklin Tederal Savings Bank ("EFESB™), both of
Muorristown. ‘Tennessee, and engage in the operation of a
savings association pursuant to section 225.25(b)9) of
Regulation Y (12 (L ER. 325.25(b)(y).!

Notice of this proposal, affording interested persons an
opportunity Lo submit comments, has been published
(O Federal Regisier 18,145 (1996)). The tine Tor liling,
comments has expired, and the Board has considered the
proposal and all commments received in light of the factors
set forth in section 4e)8) of the BHC Act.

Applicant, with total consolidated assets ol $ 113 billion,
operaltes subsidiary banks in Alabama, Arkansas, Ken

I Apphicant also would acquire the subsidiaries of FESB:

(1) Colonial Loan Association, Motistown, ‘Tennessee, and thereby
ke, acquie, and service loans pursuant o section 225.25(b)(1) of
Repulation Y (12 C 1R 2259.25(by ), and

() Franklin Inswance Group, Tuc.. Mowistown, ‘Tentiessee, and
therehy act as agent i the sade ol insurance directly related 1o
extensions of credil pursuant to seetton 2235 25(0)8)() and (i) ol
Repulation Y (12 C R 22525080 and (ii)).




tucky, Louisiana, Mississippi, Florida, and ‘Tennessee.” Ap-
plicant is the third Largest commercial banking orgaitiza
tion in Tennessee, coutrolling. $4.9 billion i deposits,
representing approximately 8.9 percent ol total deposits
depository institutions in the state.® FESB, with total con-
solidated assets of $125 million is the 74t largest deposi-
tory institution in ‘Tennessee, controlling $108 million in
deposits, representing less than | percent of total deposils

it depository institutions in the stade. On conswmmation ol

the transaction, Applicant would remain the third largest
commercial banking organization in ‘Tennessee, controlling,
deposits of $5.0 billion, representimg approximately
9.1 percent of total deposits in depository institutions i the
slate,

Proposed Activitiey

The Board has determined that the operation of a savings
association by a bank holding company is closely related (o
banking for purposes ol section (ey8) of the BIIC Act.
The Board requires savings associations acquired by bank
holding companies to confonm their direet and indirect
activities 1o those that are perniissible for bank holding
companies under section A(e)®) ol the BHC Act and
Regulation Y. Applicant has commitied 1o confoim all
activities of FESB 1o those requiretnents.” 'The Board also
has determined by regulation that the proposed lending and
credit-related insurance activities are closely related (o
banking within the meaning of section J1(e)(8) of the BHC
Acte Applicant has committed to conduct these activities
subject to the limitations in Regalation Y.

Under section /AHe)X8) ol the BHC Act, the Board is
required to consider whether a proposal is likely to result in
any signilicantly adverse eflects, such as nndue concentra-
tion ol resources, decreased or untair competition, conflicts
ol interests, or unsound banking practices. Applicant and
FESB compete directly i the Morristown, ‘Tennessee,
banking markel.” Consumitnation ot this proposal would
not result in concentration fevels in this market that would
exceed the threshold standards of market coneentration s
measured by the Tledindahl Theschman Index (T

D0AN dataare as ol June 30, 1995, and are adjosted 1o reflect
acquisitions by Apphcant constunmated throuph January 26, 1996,

b Incthis context, deposiory institutions include conmmercral banks,
savings banks, and savings associations.,

Ao See [2CHERD 22525)(9).

5. Applicant bras connitted that all impennssible real estate activi
ties will be divested or terminated within two yewrs of consunmmition
of the proposal, it no new impernussible projects or investiments
will be undertaken dunmg this petiod, and that capital adequacy
podelines will be miet, exeluding specilied weal estate investients.

Applicant also has conmuted that any mipernissible securitics or

imsurinee activities conducted by FESB will cease onar before
Constmimation

O. See 12 COERD 225250 and (&) 1) and ().

7. The Monistown, Tennessee, banking nnket is approxmiated by
Hamblen and Grainger Counties, nmus the town ol Blaine oy Grainper
County. and the towns of Baneberry, Jetferson City, Jeflerson Bstates,
Leadvale, Talbot, and Whee Pue in Jeflerson County, all in 'Tennes
see.
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under the Department ol Justice merger guidelines.® After
considering the relatively small change in concentiation as
measred by the HEHL, Applicants shaie ol total deposits in
depository instititions? in the market C market share ™), the
number of competitors that would renain in this market,
and all other Tacts of record, the Board concludes that
conspmmation ol this proposal would not result 1 any
significantly adverse eflects o competition or on the con
centration of banking resources in the Morristown, Tennes
see, banking market, or any other relevant banking market,

Record of Performance under the Compumity
Reinvestient Act

In aeting on o proposal to acquire a savings association
under section AeyR)Y ol the BHC Act, the Board reviews
the records of the velevant depository institutions under the
Community Retnvestiment Act (12 US.C§ 2000 ¢ seq.)
CTORA) As provided i the CRA, the Board has evalu
ated this lactor o light of examinations by the primary
federal supervisor ol the CRA perfotmancee ol the relevant
institntions.

The Board also has carelully considered comuuents from
The Mid South Peace and Justice Center, Memphis, Ten-
nessee UProtestant ™),
mance ol Applicant under the CRA in mecting the credit
needs ol minority individuals and low- and moderate:
inconme cottmunitics i Memphis, ‘Tennessee, and contend
ing (hat Applicant’s management is insensitive to such

criticizing, the record ol petlor

8. On conswmnahon ol the proposal. the T would incicase 0
poits to FHS Under the aevised Depattinent ol Justice: Merper
Guudelmes, 19 Frederal Regisier 26,823 (June 29, 198 1), a mauket n
which the post merper THI is between 1000 and ERO0 is constdered
moderately concentrated. The Justice Department has inforned the
Board that a bank merger o acqmisition penerally will not he chal-
lenged (in the absence ol other lactors indicating anticompetitive
clleetsy unless the post merper THHL s an least 1800 and the meroct
increases the THHE by niore than 200 points, ‘The Justice Departiment
tiats stated that the higher e aormal T thesholds for screening,
bank mergers for anticompetitive ellects implicitly recopnize the
competitive ellect ol Lintited putpose feuders and other non-depositonry
financial entities.,

9. Market share data betore consumuattion are based on cadeulations
in which the deposits of tuilt institutions we included at 50 pereent.
The Board previously has indhicated that thidt mstitidions have be-
come, o1 have the potential to become, significant competitors ol
commercial banks. See WM Bancorp, 16 Federal Reserve Bullerin
£43 (198D, Because the depostts ol FESB would be transferred w a
commerciad bank under thes proposal, those deposies are mcluded at
100 pereent in the caleulation of Applicant’s pro forma market shane,
See Novwest Corporation, I8 ederal Reserve Bulledin 452 (1992);
Frest Bank, e, 16 Federal Reserve Bulletin 669, 670 0.9 (1990),

10 The Board previousty has detetined that the CRA by its tenns
generally does not apply to applications by bank holdiny compaunes 1o
acquire nonbanking companies under section He X8y ol the BHC Act.
Che Mutsur Bank, Lid 16 Federal Reserve Biudlerin 381 (1990). 'The
Boatd abso has stared that, wnlibe other companies that may be
acquited by bank holding companics under section -He)(8) ol the BEHIC
Act, savigs associations ate depostory mstitutions, as that term s
defmed in the CRAL and thos acquisitions of savings associations are
subject (o review ander the express terms of the CRAL Noiwest
Corporation. 16 Federal Reserve Bulletin 873 (1990).
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credit needs." The Board has reviewed Applicunt’s CRA
performance record in light of substantially similar com-
ments that were subuiitted by Protestant in connection with
recent applications filed by Applicant.””

An institution’s most recent CRA performance evalua-
tion is a particularly important consideration in the applica-
tions process because il represents a detailed on-site evalu-
ation of the institution’s overall record of performance
under the CRA by its primgoy (ederal supervisor.' In
addition, the Board considers an institution’s policies and
practices Tor compliance with applicable fair lending laws.
‘The Board also takes into account information on an insti-
tution’s lending activitios that assist in niceting the eredit
needs of low- and moderate-income neighborhoods, in-
cluding programs and activities initiated since its most
recent CRA performance examination.

All ol Applicant’s subsidiary bunks and Uwifts that have
been examined Tor CRA performance received outstand-
ing” or “satisfactory™ ratings from theie primary federal
supervisors in their most reeent examinations. Applicant’s
lead bank, Union Planters National Bank, Mcemphis, Ten-
nessee (CTUPNB™), received a Usatisfuctory” CRA perfor-

.

mance rating from its primary lederal supervisor, the Oflice
of the Comptroller of the Currency (OCC™), at its most
recent examination as of October 1994 (1994 Examina-

tion™).'" "The 1994 Examination Tound no evidence of

prohibited discrimination or other illegal credit practices.'
Morcover, examiners found no cvidence of practices in-
tended Lo discourage applications for the types of credit

1. Protestant cites the failute by Applicant 1o close its oflices in
observance of Martin Luther King Day as an example ol manage-
nient’s msensitivity 1o Alican Americans, Applicant states that s
holiday closing policy is designed to coincide with the holidays on
whicl essentrally atl of 1ts customers ae closed lor business, namely
New Year's Day, Independence Day, Thanksgiving Day, and Clirist-
s Day, and 1o provide banking services o its customers on atl other
mattonally recognized holidays. Applicants ciployees miay be ap-
proved to take two additional holidays under this policy.

12, See Union Planters Corporation, 82 F'ederal Reserve Bulletin
75 (19906) (acquisition of Eastern National Bank) (" Eastern National
Ovder™y, Unton Planters Corporanon, 82 Federal Reserve Bulletin 78
(1990); and Union Planters Corporation, 81U Federal Reserve Bulletin
800 (1995) (collectively, “the Union Planters Orders™).

{3, The Board notes that the Statement of the Federal Financral
Supervisory Agencies Regardimg the Community Reinvestment Act
provides that a CRA examination is an mpottant and olten controlling
lactor in the constderation of an institution’s CRA - record and that
seports o these examinations will be given preat weipht in the
applications process. 54 Federal Regoter 13742, LTS (198Y),

L4, Protestant requests that the Board 1eview the 1995 data tited by
UPNB under the Home Mortgage Diselosure Act (12 US.CL§ 2801)
CHMDA™). FIMDA data lor 1995 are preliminary and have not been
released to thie public by the banking agencies, However, these data
mdicate decrcases i the demal tatios lor applications recerved from
low- and moderate-income census tracts compared to hiph income
censts tracts, and for applications reecwved trome Adrican Americans
compined to nonminorities, from 1994 (o 1995,

15, Protestant indicates, based on the experence of an unidentified
housing developer. that delays in processing mortgage loan applica
tions frow low and moderate income customers al the Whitehaven
branch of UPNB may have been racially motivated. The Bowd has
relerred these conments (o the prinsany federal supervisor ol the bank,
the OCC, foreview and consideration.

listed in the bank’s CRA stalements. FESB also received a
“satislactory” rating for CRA performance from its pri-
mary lederal supervisor, the Olfice of "Thrilt Supervision,
as of October 1994,

The Board has reviewed Applicant’s CRA performance
record in light of all the facts of record, including informa-
tion provided by Protestant and Applicant, CRA perfor-
nranee examinations and other information from Appli-
cant’s primary  lederal supervisors, and the  previous
reviews of Applicant’s CRA record that have included
consideration of HMDA data, lending activities, marketing,
and outreach activities, services provided at branches, and
branch closing policics, as more fully described in (he
Union Planters Orders and incorporated herein by refer-
cnee. Based on all the facts of record, the Board concludes
that the efforts of Applicant and FESB to help meet the
credit needs ol all segments of the communities served,
including low- and moderate-income neighborhoods and
minority residents, are consistent with approval.'e

Other Considerations

In order o approve this proposal, the Board also must
determine that the proposed activities are a proper incident
to banking, that is, that the proposal “can reasonably be
expected to produce benefits to the public, such as greater
convenience, increased competition, or gains in cfliciency,
that outweigh possible adverse effects, such as undue con-
centration of resources, decreased or unfair competition,
conflicts of interests, or unsound banking practices.”

10, Protestant reiterates allegations of cerlain nnagement miscon-
duct at a Mississippi state bank that was acquived by Applicant
1994, Protestant requests the Board to delay action on all proposals by
Union Planters until these matters are resolved. The Board has previ
ously considered these allegations and veferred the matter to - the
primary federal supervisor ol the state bank involved, the Federal
Deposit Insurance Corporation, for review and consideration. Based
on all the Tacts ol 1ecord, and i light of applicable processing time
frames prescribed by the BIHC Act and the Board's Regulation Y, the
Board believes that the record is sutficient to act on this proposal and
that delay of consideration of this application is not warranted.

17, 12 ULS.CU§ T843¢e)8). Protestant contends that atlegations in
pending lawsuits tiled agamst Applicant raise adverse considerations
for the convenience and needs ol the public it Applicant is permitted
o engage in the sale ol credit-related msurance as agent. ‘Fhese
altepations imvolve the forced placement of cottiteral insurance, a
provision ni the loan agreemient that allows a lender to obtain insur
ance lor its coltateral at the botrower's eapense i coverage lapses.
Protestant maintains, for example, that Applicant should not be per-
mitted o extend credit and simultancously sell eredit-related insur-
ance.

Applieant states that the pending lawsuits in Mississippi ate based
principally onactivitios conducted by a state-chartered bank belore it
wits acquited by Applicant, These activities have been lerminated.,
Applicant also denies that any improper activities have occurred, and
there bas been no adjudication ol wrongdoing by Applicant in the
pending actions. The Board notes, niorcover, that Applicant may not
require @ borrower to purchase credit related insurance from Appli
cant as a condition or requirerient of oblaming an extenston ol credit
from any afliliate of Applicant under applicable anti-tying restiictions,
See 12 USC 88 1972 and 1464(y); 12 CLER. 2257,



As part ol its review of these Tactors, the Board has
considered the financial and managerial resourees off Appli-
cant, FI'SB, and their respective subsidiaries and the effeet
the transaction would have on such resources.'™ Based on
all the facts of record, the Board concludes that linancial
and managerial considerations are consistent with approval
of this proposal."

lor the reasons discussed above, and in reliance on all
the commitments nade in connection with this proposal,
and the conditions discussed in this order, the Board con-
cludes that the propaosal is not likely to result in decreased
or unfair competition, conflicts of interests, unsound bank-
ing practices, undue concentration of resources, or other
adverse eflects. The Board expects, morcaver, that the
acquisition ol FESB by Applicant would provide added
convenience (o FESB's customers. In particular, FHSB
would be able to olfer its customers additional products
and services thal are currently offered by Applicant and it
subsidiarics, including discount brokerage services, invest-
ment products, credit card services, tust services, and
management advice. Accordingly, the Board has deter
mined that this proposal can reasonably be expected 1o
produce public benelits that owtweigh any adverse cliects
under the proper incident to banking, standard ol section
4(e)(8) of the BHIC Act.

Conclusion

Based on all the facts of record, including commitments
made o the Board by Applicant in connection with this
proposal, the Board has determined that this proposal
should be, and hereby is, approved. 'The Board’s approval
is specifically conditioned on compliance by Applicant
with all commitments made in connection with this pro-
posal and on Applicant receiving all necessary federal and
state approvals.

The Board’s determination s subject Lo all the condi-
tions in the Board™s Regulation Y, including those in see-
tions 2257 and 225.23(e)3) (12 CHR 2257 and
225.23(2X3)), and 1o the Board's authority to require such
modification or lenmination ol the activities ol a holding,
company or any ol its subsidiaries as the Board finds
necessary 1o assure complianee with, or (o prevent evasion

of, the provisions and purposes of the BHC Act and the

18. See 12C1R. 22524, see also The Fui Bank, Limited, 75
Federal Reserve Bulletn 94 (LO89Y, Baverisehie Vereinsbanh AG, 713
Federal Reserve Bullerin 155 (1087).

19. Protestant contends that a suspension i processing Applicant’s
application to acquire  BEastern Nattonad Bank,  Miami, Florida
(Bank ™), raises adverse managerial considerations about the extent
ol the due diligence review o the transactuon by Apphcait. As
discussed i the Fastern National Order, the Venezuelan Superinten
dent of Banks and other Financal Institutions requested the Bowd 10
delay action on e proposal by Applicant o acquite Bank until
alleged claims agamst the selling parties epanding. ownerstup of
Bank’s stock could he 1esolved. For the teasons discussed fally in the
Lastern Nattonal Order, the Boad Tound the statutory factors retated
to the acquisition of Bauk, in that case, o be satistied and approved
the proposat.
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Board's regulations and orders issucd thereunder. The com-
mitmients and conditions relied on by the Board inreaching
this decision are decmed 1o be conditions imposed  in
writing by the Board in connection with its findings and
decision, and, as such, may be enforced in procecdings
under applicable law.

The transaction shall not be consummited later than
three months following the eflective date of this order,
unless such period is extended Tor good cause by the Board
or by the TFederal Reserve Bank of St Louis, acting pursue
ant Lo delegated anthority.,

By order of the Board ol Governors, eflective June 10,
19906,

Voting tor this action: Chairman Pro Tempore Chieenspan and
Governors Lindsey, Phillips, and Yelleno Absent and not voting:
Governor Kelley,

JUNNIER T JOHNSON
Deputy Secretary of the Board

Order Revising the Limitations Applicable to Riskless
Principal Activities

In 1989, the Board (st authorized a bank holding com-
pany to engage in buying and selling all types of securities
on the order of customers as a riskless principal.”? © Risk-
less principal” is the term used inthe seeurities business (o
reler to a transaction i which a broker dealer, after receiv -
ing i order to buy (or sell) a security for a customer,
purchases (or sells) the security for its own account to
ollset a contemporancous sale to (or purchase from) the
customer. A broker-dealer acting as a rviskless principal is
not oblipated 1o buy (or scll) a sccurity for its customer
wntil after the broker-dealer executes the oftsetting pur-
chase (or sale) Tor its own accounnt,

The Board has carelully delined riskless principal activi
ties and has imposed several limitations designed o distin-
guish riskless principal activities from securities underwrit:
ing and deading.” In Barkers Trust, the Board concluded
that riskless principal aclivities conducted in accordance
with these limitations do not constitute the underwriting,
public sule, or distribution of securtties for purposes of
section 20 ol the Glass Steagall Act (12 US.CL§ 377).
The Board also concluded that riskless principal activities
are closely refated 1o banking for purposes ol section
AHE) ol the Bank tHolding Company (“BLIC™) At
(12 U.S.C. 8 1843(0)(8)). In determining that the conduct
ol riskless principad activities is a proper incident to bauk
ing, the Board relied on the applicant’s commitiment to
conduct ity riskless principal activities in accordance with
many of the prudential limitations ("Underwriting, Condi
tions™™)y established by the Board in connection with ap-
provals authorizing bank holding companies 1o underwrite

1. See Bankers Thust New York Corporation, 15 Federal Reserve
Bulletin 829 (1989) (“Bankers Tiast™ ), see also J.P Moirgan &
Company, Inc., 76 Federal Reserve Bulletin 26 (1990).

2o These limitations are set lonth in Appendix AL
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and deal in securities in which state member banks may not
underwrite or deal (bank-incligible securities™).

In connection with a proposal considered today by a
bunk holding company (o engage in riskless principal activ-
ities, the Board has reviewed the continned appropriateness
of applying the Underwriting Conditions to the conduct off
riskless principal activities. In that case, the Board deter-
mined, based on its experience in monitoring and examin-
ing the condact ol riskless principal activities by bank
holding companics, that the Underwriting Conditions were
not necessary 1o address identifiable adverse clieets. Ac-
cordingly, the Board permitted the bank holding company
to engage in riskless principal transactions through a non-
bank subsidiary without conducting this activity in accor-
dance with the Underwriting Conditions.® "Fhe riskless
principal activitics must be conducted in accordance with
the limitations sct forth in Appendix A, which are designed
to distinguish riskless principal activities Iron securitics
underwriting and dealing activities.

In reaching its decision, the Board noted that rishless
principal transactions are essentially cquivalent to securi-
tics brokerage transactions and must be conducted m com-
pliance with the federal secwities laws.t Bank holding
companies we not required o conduct securities brokerage
activities in accordance with the Underwriting Conditions.
The Board concluded that the definitional limitations set
forth in Appendix A would ensure that riskless prmcipal
transactions would be customer-driven and that the bank
holding company would oot bear principal or reputational
risk with respect to the securities that it would purchase (or
selly as u riskless principal.” To ensure that customers are
informed, the bank holding company agreed that, if it
provides riskless principal services in combination with
advisory services, it would provide its customers the dis-
closures estublished by the Board for the full-service bro-
kerage activities ol bank holding companics.©

In light of the Board’s decision today in the application
by The Bank of New York Conpany, [nce., the Board has
determined 1o grant identical refiel o other bank hotding
companics previously approved to conduct riskless princi-
pal activities pursuant to section (c}8) of the BHC Act,
Accordingly, for the reasons discussed in this order and in
the BNY Order, the Board hereby determines that bank
holding companics that have been authorized by the Board
to engage in riskless principal activities pursuant to section
4(c)¥) of the BHC Act may conduct these activities with-
out applying the Underwriting Conditions set forth in Ap-
pendix B to the conduct of these activities, provided that

3. See Vhe Bank of New York Company, Ine., 82 Federal Reserve
Bulletin 748 (1996) ("BNY Order™). Notice ol the bank holding
compiny’s proposal was published in the Federal Regoster in accor-
dance with the Boad's rutes. See 61 Federal Register 19,627 (May 2.
1996). The Bowd received no comments on the proposal.

d.See Bankers Trust

3. The Bowrd also noted that banks may engage in riskless principal
transactions on behall of then customers. See OCC Tinterp. L, No.
020, seprinted in [1993-1994 Transter Binder] Fed, Banking 1. Rep.
(CCHY 9 83,508 (July 7, 1993).

6. See 12 CER 225 25(M)(15) ).

the bank holding company continues o comply with the
limitations set Torth in Appendix A, This action does not
relieve bank holding companies that conduct riskless prin-
cipal activitics through subsidiaries that also engage in
bank-incligible securities underwriting and dealing activi-
tics or private placement activities from complying with
the Underwriting Conditions or any other condition estab-
lished by the Board with respeet to those activities, includ-
ing conditions that limit a subsidiary’s relationships with
its altiliates. In addition, this action does not grant relief
from any other conditions or conmitients.

By order of the Board ol Governors, eftective June [0,
19906.

Voting for ths action: Chainman Pro ‘Tempore Greenspan and
Governors Lindsey, Phillips and Yelien, Absent and not voting: Gov-
crnor Kelley.

JENNIFER J. JOHNSON
Deputy Sceretary of the Board

Appendix A

(1) "the bank holding company subsidiary authorized 1o
engage in riskless principal activities (“"Company ™) may
engage in riskless principal transactions only in the second-
ary markel.

(2) Company may not act as riskless principal in selling
bank-incligible securities at the order of a customer that is
the issuer of the sceurities or in any transaction where
Company has a contractual agreement to place the securi-
ties as agent of the issuet.

(3) Company may not engage in any riskless principal
transaction lor any bank-incligible sccurity carried in its
inventory.

(4) Company may not engage in riskless principat transac-
tions on behall of any U.S. afiliate that engages in bank-
ineligible securities underwriting and dealing, or any for-
cign adtiliate that engages in securities dealing, activities
outside the United States.

(5) Company may not act as a riskless principal in any
transaction ivolving a bank-incligible security for which
Company or an afliliate makes a market.

(6) Neither Company nor its aftiliates may hold themselves
oul as making a market in the bank-ineligible securitics
that Company buys and sells as riskiess principal, nor enter
quotes for specitic bank-incligible sceuritics in any dealer
quotation system in connection with Company’s riskless
principal transactions; except that Company and its afliti-
ates may enter bid or ask quotations, or publish “offering
wanted” or “bid wanted™ notices on trading systems othier
than NASDAQ or an exchange, il Company or the afliliate
does not enter price quotations on different sides of the
market for a particular sceurity for two business days.
(That is, Company or its alfiliate must wait at least two
business days after entering a “bid” quotation on a secu-
rity hefore entering an “ask™ quotation with respect to the
sume security, and vice-versa,)



(7) Company may nol act as rishless principal lor regis
tered investment company securities or for any securities
of nvestiment companies that are advised by the bank
holding company or any ol its atlilintes.
(8) Company will maintain specific records, including,
records time-stamped inaccordance with SEC require
ments, that clearly adentily all siskless principal transac
tions.
(9} I the bank holding company provides riskless principal
services i combindtion with investment advisory services,
the buank holding company witl prominently disctose in
writing toits custoniers that:
(1) 'The bank holding company is solely responsible for
its contractual oblipations and commnitments;
() "The bank holdmg company is not a bank and is
separale From any alliliated bank; and
(¢) The securities sold, oflfered, or recommiended by the
bank holding company ae not insured by the FDIC and
are not obligations of, or cudorsed o1 puwanteed i any
way by, any bank (unless this is the case).

These disclosures must be made before the baok holding
company provides any riskless principal or advisory sei

vices 1o a customer, and the disclosure m o clause (a) also
must be made by the bank holding company i its customer
account statements. 'The disclosures may be provided orally
so long as written disclosures we provided (o the customer
immediately therealter, In addition, Company and its aflili

ates will not share any confidential information concerning,
their respective customers without the consent ol the cus

tomer. See 12 COHLRL 2252250 1S) ).

Appendix B

Bank holding companics e hereby selieved from the
following Underwriting Conditions in connection witlt the
conduct of riskless principal activities:

(1Y Neither the bank holding company nor any subsid
iwry shall direetly or indireetly extend credit, issue or
enter into e stand by letter ol credil, asset purchase
agrecrient, indemimty, guarantee, insurance or othier fa-
cility that might be viewed as enhancing the creditwor-
thiness or marhetability ol meligible securities pur
chased (or sold) as a riskless principal by Riskless
Principal Subsidiary.!

(2) Neither the bank holding company nor any subsid-
tary (other than the Riskless Primcipal Subsidiary) shall
knowingly extend credit 1o a customer directly or indt-
rectly secured by, or for the purpose ol purchasing, any
ineligible security that the Rishless Principal Subsidiary
purchases (or sells) as a rishless principal.

(3) Neither the bank holding company nor any ol s
subsidiarics may, directy or indirectly. extend credit (o

o Raskdess Principad Subsidiary™ refers (o any nonbank subsidiary
ol a bauh holdmge company authorized to cupape mrishless prncipal
activities under section -He)®) of the BHC Act
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issuers of nelipible securitics purchased (or sold) as
riskless principal by the Rishless Principal Subsidiuy
for the purpose of the payment of principal, interest ot
dividends on such securities, except that the bank hold
ing company and its subsidiarios may extend credit to an
issuct of securities purcliased (or sold) as riskless princei
pal by the Rishiess Principal Subsidiary [or puposes o
paying the principal on the seeurities, provided ihat al
feast 3 years has clapsed siiee the date of the Riskless
Principal Subsidiauy’s purchase (or sale) and the credit
extension meets pradent and objective credit standards.
(1) The bank holding company shall adopt appropriate
procedures, including maintenance ol necessiy docu -
mientary records, 1o assure that any extension ol credit
by it or any of ity subsidiaries (o issucts of neligible
securtiies purchased (o sold)y as riskless principal by
Riskless Principal Subsidiauy are on an iom’s lenpth
basis for purposes other than payment of principal, inter
estoor dividends on the assuer’s ineligible securities
being purchased (or sold) as riskless principal by Risk
less Principal Subsidizny.

(5) The requitements telating (o credit extensions (o
issuets noted in paragraphs [ above also shiadb apply (o
extensions ol credit to parties that are the major users off
projects that are fimanced by industiial revenue bonds.
(0) The bank holding company™s afliliated banks and
thrifts may not express an opinion on the value or the
advisability ol (he purchase or sale ol ineligible securd
ties that we purchased (or sold) as riskless principal by
Riskless Principal Subsidiary unfess the bank or thrift
allilinge notifies the customier that Riskless Principal
Subsidimy is purchasing (o setfing) the security.

(/) Nether the bank holding company nor its bank, thrilt
or tiust or invesiment advisory subsidiacies shall puay
chise, as a tustee or i any other liduciary capacity, for
accounts over which they have investinent diseretion,
incligible securitios that are purchased (or sold) as rish
less principal by Riskhless Principal Subsidiary anless
such purchase is speeifically authorized under the instin
menl creating the fiduciy elationship, by court order,
or by (he law ol the jurisdiction under which the trost is
adniinistered.

(8) Neither the bhank holding company nor any of its
subsidiaries shall purchase as principal ineligible securi
tics that are sold as o riskless principal by Riskless
Principal Subsidiary.”’

(9) The Riskless Principal Subsidiary may only purchase
(or sclly as riskless principal mehigible secentics issued

2o As noted above, o bank holdmg company may rely oo the welwet
provided by this order ouly o thie bank holding company conducts ils
rishless prineipal activities in accordance with (the inntations set forth
e Appendix AL Phese landtations poolibi o baok bolding company
subsidiary Trom cnpagg e oshless principal Gansactions on behall
ol any loreipn aflileue that enpages in seenntios dealing activities
outside the United Stades, o any LES, atliliae that engapes e bank
incligible sectndies undenwriting and deating Inaddition, these Tand
tations prohibit a bank holding, compiny subsidiary (rom purchasing,
or selfling as nshless prncipal any bank eligible secuty thae the

subsidiary holdsin s inventory
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by (or representing interests in, or secued by, obliga
tions ol alliliates 1l the securities are:

(i) Rated by an unattilinted, nationally recopnized statrs
tical rating organizalion;

(b) Issued or guarantced by FENMALEFHEMC, or GNMA
(or represent interests b seeuritios issued or puaranteed
by FNMA, FHLMC, or GNMA); or

(¢) Purchased [tom or sold to sophisticated institutions,

The Tollowing limitatons on the conduct of riskless

principat activitios are relicved only with respect Lo those
bank holding company subsidiaries that engage in riskiess
principal and sccurities broherage activities, but that do not
cugage in bank-ineligible securities underwriting and deal -
ing or private placement activities.?
(10) There will be no ollicer, director, or employee inter-
focks between Riskless Principal Subsidinry and any of the
bank holding company’s bank or thrift subsidiaries. The
Riskless Principal Subsidiary will have separate oltices
from any aftiliated bank o theilt,

(11 The Riskless Principal Subsidiary will provide cach of

its customers with a special disclosure statement desceribing,
the difierence between the Riskless Principal Subsidiary
and its bank and theilt aflifiates and pomting out that an
altiliated bank or thrilt could be a lender (o an issuer and
relerring (the customer to the disclosure documents Lo
details. Riskless Principat Subsidhary also should disclose
any material lending relationship between the issuer and a
bank or lending alfiliate of Company as required under the
seeurities laws, !

(12) No bank or thrilt afliliate of o Riskless Principal
Subsidiary will act as agent for, ot enpage in marketing
activities on behalt ol the Riskless Principal Subsidiary. In
this regard, prospectuses and sales literature relating to
seeurities being purchased (or sold) by Riskless Principal
Subsidiary as riskless principal may not be distributed by a
bank or thrilt afliliate, nor should any such literature be
made available (o the public at any offices ol any such
alliliate, untess specifically requested by a customer.

(13) The bank holding company shall assure that no bank
or thrift subsidiary shall, diectly or indirectly, extend
credit inany manner to a Riskless Principal Subsidiary or a
subsidiary thereol or issue @ guaraniee, aeeeptaiscee, or
letter of credit, including an endorsement or standby letter
ol credit, for the benelit of Riskless Principal Subsidiary or
asubsidiary thereof,

(1) No bank or thrift alfiliate of bank holding, company
shall, diveetly or indirectly. for its own account, purchase
linancial assets of Riskless Principal Subsidiary or a sub-
sidiary thercol or sell such assels to Riskless Principal

30 As discussed above, this order does not elieve a bank holding,
company authotized (o engage e bank incligible securitics underwrit
ing and dealing or private placeient activities from any ol the
conditions established by the Board with sespeet 1o the conduct ol
those activities, micluding any of the lintations tat apply pencrally (o
the subsidiary conducting those activities,

Lo The disclostes tequired 1o be made e the conducet of tiskless
prncipal activities e listed i Appendin A

Subsidiary ot any subsidiary (hereol. This limitation shall
not apply 1o the purchase and sale of ULS, "Treasury securi-
tics or direet obligations ol the Canadian federal povern-
ment that are not subject to repurchase or reverse repur
chase agreements between Riskless Principal Subsidiary
and s bank and thrity affiliates.

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

Firstar Corporation
Milwaukee, Wisconsin

Firstar Corporation ol Minnesota
Bloomington, Minnesota

Ouvder Approving the Acquisition of Bank Holding
Companiey

Firstar Corporation, Milwaukee, Wisconsin ("FCM™), and
its wholly owned subsidiary, irstar Corporation of Minne
sota, Bloomington, Minnesota (together, “Iirstar™), both
bank holding compauics within the meaning of the Bank
Holding Compauny Act ("BHC Act’™), have requested the
Board’s approval under section 3 ol the BHC  Act
(12 U808 1842) 10 acquire Jacob Schmidt Company
(Jacob™), and s subsidiary, American Bancorporation,
Inc. (C"American™),! both in St Paul, and thereby indirectly
acquire Anterican’s subsidiary  baoks: American Bank,
N.AL and American Commercial Bank, both in St. Paul;
American Bank Lake City, Lake City: and American Bank
Moorhead, Moorhead, all in Minnesota,” In addition,
[irstar has requested the Bowd™s approval under section
4(CHRY of the BHC Act (12 US.C0 § E843(¢)(8)) and sec-

225.23(a)) to acquire all the voting shares ol American’s
wholly owned nonbank subsidiaries.

Notice ot the proposal, allording tnterested persons an
opportunity o submit comments, has been published
(O Lederal Register 13,496 (1996)). The time lor iling

L. Jacob canrently owns approximately 51 pereent ol the voting
shares of American. Firstar has eotered into agreements to purchase
the remating voting shate wterest in Awerican {ronn the other share
holders.

20 The Otlice ol the Comptroller of the Currency (COCC™) has
approved  Firstar's apphication ander seetion 18(¢) of the Federal
Deposit Insurance Act (12 LLS.CL§ 1828(c) (the Bank Merger Act), to
merge Amencan Bank and Commercral Bank with and into Fusta
Bank of Minnesota, N AL, Mimncapolis, Minnesota. First intends to
sell Lake City Bank and Moorhead Bank.

Lo Fista would acquite Amcerican Credit: Corporation, St. Paul,
Minnesoti, and thereby engage meoasset based lending pursuant (o
section 225 25(h)(1)iv) of Regulation Y (12 CURE 225 25(0)1(iv)).
I addition, Firstar would acquire Lake City Apency, Tne., Lake City,
Minnesota, which engages i inswance apency activities pursuant (o
section 225 25(0)(8)(v) ol Regulation Y (12 CLERL 225 25(b)RY(Iv)).
Fistar also would acquire two maetive nonbank subsidiaries ol Amer-
wan, Fist Ageney ol Barnesville, Barnesville, and Glasser-American
Morttgage Company, St Paul, both in Minnesota, and has committed
not (o engage mactivities through these subsidiaries without the prior
approvalb ol the Federal Reserve System,



coments has expired, and the Board has considered this
proposal and all conunents received in Light of the factors
set forth in sections 3 and 4Hc)(8) of the BHC Act.

Firstar, with total consolidated assets of $19.2 bitlion,
operates subsidiary banks in Arizona, Hlinois, lowa. Min-
nesola, and Wisconsio,® Fiestar is the (hird largest banking
or thrift orpanization (“depository institution™) in Minne-
sola, controlling deposits ol approximately $1.0 billion,
representing approxmmately 3.2 perceat ol total deposits in
depository institutions in the state.” Americun is the sixth
largest depository institution in Minnesota, controlling, de-
posits ol $953  million, aepresenting,  approxinately
1.9 pereent of total deposits in depository institutions in the
state. On consummation ol this proposal, Firstar would
remain the tind largest depository institution in Minne-
sola, controtling deposits of $2.5 billion, representing ap
proximately 5.1 percent ol fotal deposits in depository
institutions in the state,

Inmterstate Analysis

Scction 3(d) of the BIHC Act, as amended by Section 101
ol the Ricgle-Neal Interstate Banking and Branching 1iffi-
cicney Act of 1994, allows the Board 1o approve an appli-
cation by 4 bank holding company (o acquire control ol a
bank located in a state other than the home state ol such a
bank holding contpany, il certain conditions are mel. lor
purposes ol the BHC Act, the home state ol Firstar is
Wisconsin, and Firstir would acquire banks in Minnesota.®
The conditions for an interstate acquisition under section
3d)y are met in this case.’ o view of all the facts ol record,
the Board is permitted to approve this proposal under
section 3(d) of the BHC Act.

Competitive Considerations

Firstar and American compete diveetly in the Minucapolis-
St. Panl, Minnesota banking market (“"Minncuapolis-St.
Paul banking market™).®

4. Asset data are as of December 31, (995,

5. State deposit data e as of December 31, 1995,

0. Pub. I No. 103 328, 108 Stat. 2338 (1994). A bank holdmg
company’s home state s that state i which the operations ol the bauk
holding company’s banking subsidiaries were pincipally conducted
on July 1, 1966, or the date on which the company became a baik
hotding company, whichever is Later.

7. See 12 US.CO88 ER2MCDAY and () and 1842(d)(2)(A)Y and
(3). Fustar is adequately capitalized and adequately managed. Ameri-
can’s banks have been in existence and continuously operated for the
minimn period of time required under Minnesota faw, e addition,
upon consununation ol this proposal, Firsta and its afliliates would
cantrol less than 1O pereent of the total amount ol deposits of insared
depository institutions i the United States and less than 30 pereent of
the total amount of deposits in Minnesota, as required by law.

8. The Minucapotis-St. Paul banking miahet is approxemated by all
ol Anoka, Hennepin, Ramsey, Washington, Carver, Scott, and Dakota
Counties in Minnesota; Lent, Chisago [ ake, Shater, Wyoming and
Francomia townships i Chisago County, Mitmesota; Blue 1ill,
Orroch, Fivonia, and Big Fake Townships and the City of ik River in
Shierburn County, Mimmnesota; Monticello, Otsego, Bullalo, Franklott,
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Firstar operates the third larpest depository institution in
the narket, and controls deposits of - approximately
$1.0 billion, representing approximately 5.9 percent ol
total deposits e depository institutions in the ket
("market deposits™).2 American operates the fifth Tarpest
depository institation in the market, and controls deposits
ol approxonately $778.5 million, representing approxi
malely 2.9 pereent of market deposits,

On consunumation of this proposal, Firstar would remain
the third largest depository institution in the market, con
tiolling deposits of $2.4 billion, representing approxi
mately 8.8 pereent of market deposits, The change in
markel concentration, as measured by the Hertindaht -
Hirschman Index (CHHIPY, would not exceed the threshold
fevels i the Department ol Justice merger guidelines. ' In
addition, numerous competitors would remain in this mar
ket. Based on all the {acts of record, the Board concludes
that consummation of this proposal would not result inany
significantly adverse elfect on competition or concentrtiorn
ol banking resources in the Minneapolis-St.Paul banking,
macket or any other relevant banking market.

Other Factors Under the BHO Act

The BHC Act also requires the Bowrd o consider the
convenience and needs ol the community to be served, the
financial and managerial resources and future prospects ol
the companies and banks involved, and certain other super-
visory lactors,

In its consideration of the convenience and needs factor,
the Board has carclully reviewed comments from the Tair
Lending Coalition, Tne. (*Protestant’™), which maintain
thiat the closing of the Teutonia Avenue branch in Milwau
kee by Firstar Bank Milwaikee, N.AL, Milwaukee, Wis-
consin (" Milwaukee Bank™) in April 1996, adversely af

Rockford, and Taanklin Townships in Wripht County, Miunesota,
Lanesbuigh Township in e Sucwr County, Minnesota; and the Town
of Hudson in St. Crois County, Wisconsin,

9. Manket data are as of December 30, 1995, Market share dadiacare
based on calculations mwhich the deposits ol thrift institutions are
included at 50 pereent. 'The Bomd previously has indeated that thrift
instentions have become, or hiave the potential 1o become, signilican
compettors ol commercial banks, See WM Bancorp, 16 Federal
Reserve Bulletin 188 (1990, National Cuy Corporation, 10 Federal
Reserve Bulletin 743 (1984). Thus, the Board has regalarly included
thodt depostts e the caleulation of prarket shie ona 50-pereent
weighted basis, See, Fivst Hawaiian Due., 17 Pedeval Reserve Bulletin
521991,

10, On consumution ol this proposal, the THIT would incicase by
34 points to o level of 1866, Under the revised Departinent ol Justice
Merger Guidelines, 19 Federal Regorer 26,823 (June 29, 1984), a
market in which the post merger FIHI s above 1800 is considered 1o
be highly concentrated, The Justice Departiment bas informed the
Board thal a bank merger or acquistion penerally will not be chal
lenped (in the absence of other factors indicating anticompetdive
cllects) unless the post merger T s at feast 1800 and the werger
increases the L by more than 200 points. The Justice Department
s stated that the higher than nocal THIT theesholds for sereening
bank merpers for anticompetitive ellects implicitly secopnize the
competitive effect of limited -purpose fenders and other nou depository
financial entitics,
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fected access to banking scivices Tor African Americans
and clderly persons residing i this low 1o moderate-
income arca. Protestant also requests that the Board inves-
tigale whether the branch closing fostered racial and eco-
sepregation in Milwaukee, The
considered these comments carelully in tight ol the limited
scope of the Board™s authority under the BHC Act and the
Community Reinvestment Act 12 US.CU§ 2901 ef seq.)
(CCCRA™Y and all the Tacts ol record, including the bank’s

NOMmic Board s

Soutstanding” rating at s most recent examination for
performance under the CRAL as of October 1995, by ils
primary federal supervisor, (he OCC (OCC examin
tion™), and the branch closing information filed by Milwau-
kee Bank with the OCC under the Joint Agency Policy
Statenment on Branch Closings and section <12 of the Ted-
cral Deposit Insurance Act (12 US.CC§ 1IR3 -1 (7 IFDIC
Act™).

The OCC examination found that the branch closing,
policy for Milwaukee Bank was satislactory and noted no
materially adverse cllects trot branch closings i low - to
moderate-income neighborhoods during the examination
period. The branch closing policy required the bank to
study the economic impact of any proposed branch closing
ot (he comuunity served by the branch, to solicit input
from the community, and to consider whether alternative
financial facilities were available 1o the afleeted customers
betore deciding 1o close the Tewtonia Avenue branch,
Firstar has indicated, moreover, thal this branch was closed
because the bank’s lease was not renewed, Marketing
studics conducted by Fistar over a five month period
showed that 80 pereent ol the customers that used (he
Tewtonia Avenue branch also used one or more ol the
bunk’s other branches, and 64 pereent of the branch’s
customers that responded 1o atelephone survey stated that
another branch ol Firstar could conveniently scrve their
banking needs. Firstar has three branches, and seven other
depository institution maintain branches, within three miles
ol the Teutonia Avenue branch.

Firstar does not propose o close any branches of” the
depository institution subsidiaries ol American in connec-
tion with this proposal. Based on ail the facts ol record,
including the comments by Protestant, and for the reasons
discussed above, the Bowd concludes thal convenience
and needs considerations are consistent with approval. tor
these reasons, the Board also conclades that the facts ol
record do not support Protestant’s request (o delay action
on this application in order to conduct a special investipa-
Hon.

In light ol all the facts ol record. the Board also con-
cludes that the hnancial and managerial resources and
future prospects of Firstar and Jacob, and their respective
subsidiaties, ae consistent with approval, as are the other
supervisory lactors the Board must consider wnder sec-
lion 3 ol the BEHC Act.

Firstar also has requested Board approval, pursuant to
section d(e)8) ol the BHC Act, to acquire the nonbanking
subsidiarics of American. The Board previously has deter-
mined by regulation or order that these activities are closely

related 1o banking for purposes ol section Ae)®) ol the
BHC Act. Firstar has committed that it will conduct these
activities in accordance with the Board’s regulations and
orders approving these activities Tor bank holding companies.

I order to approve this proposal, the Board atso must
determine that the pertormance ol the proposed nonbank-
ing activities can reasonably e expected to - produce
benelits to the public ... that outweigh possible adverse
clfects, such as undue concentration of resources, de-
creased or unfair competiton, conllicts of interests or
unsound banking practices,” 12 US.CU§ 1843(c)(8). [nev-
cry case under section 4 ol (he BHC Act, the Board
considers the linancial condition and resources ol the appli-
cant and its subsidiaries and the effect of the transaction on
these resources.'t Based on all the facts of record, the
Board has concluded that financial and managerial consid-
crations are consistent with approval.

The Board also concludes that this proposal would cen-
able Firstar 1o provide greater convenience and improved
service (o Firstar's customers and to customers of Ameri-
can’s nonbanking subsidiaries. ‘The record in this case
indicates that there are numerous providers of these non-
banking scrvices, and there is no evidence in the record to
indicate that consummation of this proposal is likely to
result inany signiticantly adverse eflects, such as undue
concentration of resources, decreased or unfair competi-
ton, conflicts ol interests, or unsound banking practices
that would outweigh the public benelits of this proposal.
Accordingly, the Board has determined that the balance of
public interest factors it must consider under section 4(¢)(8)
of the BIC Act is favorable and consistent with approval
ol the notice to acquire American’s nonbanking subsidiarics.

Conclusion

Based on the foregoing, including the commitments made
to the Board by Fustar in connection with this application
and notice, and in light ol all the Tacts of record, the Board
has determined that the application and notice should be,
and hereby are, approved.’” The Board’s approval is specil-

L See (20 HFR, 22520 See also The Puji Bank Limited, 75
Federal Reserve Bullean OV (198D): Baverische Vereinsbank AG, 13
Federal Reserve Bulletin 155 (1987).

120 Protestant tequests that the Bomd hold o public heating o
public meeting on the adverse eftects of closing the Teutonia Avenue
branch, Scction 3hy of the BHC Act does not require the Board o
bold a public heating or mecting onan application wiless the appropsi
ale supervisory authority tor the bank to be acquired makes a timely
wrilten recommendation ol dencd of the applicauon. In this case, the
Bowrd has not recewved suelt a cecommendation from any state or
lederal supervisory authority, Under its tades, the Boasd may, in it
diserenon, hold @ public bearmg o meeting on an application to
Clandy factuad ssues related 1o the application and to- provide an
opportunity lor testimony, it appropriate. 12 CERC 262.3(c)
262 25(dy The Board has carelully considered Protestant’s request in
light of all the tacts of record. In the Board’s view, Protestant has had
ample opportunity to subit its views, and has, mfact, submitted
materals that have been considered by 1he Board in acting on this
application, Protestant’s request Tats to demonstrate why its substan-
tral wintten submissions do not adequately prescnt its allegations or



ically conditioned on compliance by Firstar with all the
commitments niade in conaection with the propasal. ‘The
Board’s determinations on the proposed nonbanking activ-
itics also are subject 1o all the conditions set forth in
Regulation Y, including those in sections 22577 and
225.23(0)3) of Repulation Y (12 CHR. 2257 and
225.23(b)(3)), and to the Board™s authority to require such
modification or termination of the activities ol a bank
holding. company or any of its subsidiaries as the Board
finds necessary to ensure compliance with, and o prevent
cvasion of, the provisions of the BHC Actand the Board’s

regulations and orders issued thereunder. For purposes ol
this action, the commitments and conditions relied on by
the Bowrd in reachig (his decision are decned 10 be
conditions imposed i writing by the Board in connection
with its lindings and decision, and, as such, may be en-
forced in proceedings under applicable Taw.

The acquisition of American’s subsidiary banks shall not
be consummated before the fitteenth calendar day lotlow
ing the elfective date ol this order, and this proposal shall
not be consummated later than three months alter the
cllective date of this order, unless such period is extended
for pood cause by the Board or by the Federal Reserve
Bank of Chicago, acting, pursuant to defepated authority.

By order of the Board of Governors, effective June 24,

19906.

Voting lor this action: Chairnian Gieenspan and Governors Kelley,
Lindsey, Phillips, and Yellen, Abstaining from this action: Governor
Meyer,

WILLIAM W, WILES
Secretary of the Board

ORDERS ISSULD UINDIER BANK MERGER ACT

West One Bank, [daho
Boise, Idaho

Order Approving the Merger of Banks and Lstablistment
of Bank Branches

West One Bank, Idaho, Botse (West One™), a state mem
ber bank, hias requested the Board™s approval under section

18(¢) of the Federal  Deposit Insurance  Act

why t public hearing or mecting, is othenwise warranted m this case.
Protestant partiapated in severab meetings that were held by Fistu on
the closing of the “Teatonia Avenue branch, Inaddition, section 42 ol
the EDICT Act also provides a miechanisni {or mterested persons (o
request @ public meeting reganding o branch closing at the time the
closing s announced and Protestant del not availl himsell of this
opportunity. Alter a caueful teview of all the Tacts ol record, the Board
has concluded (hat Protestant disputes the werght that should be
accorded to, and the conclusions thaC may be diawn fron, the facts off
record, or disputes facts that are not nyadernal o the Board s decision,
For these reasons, and based on all the facts of record, the Board has
determined that a public hearmg, or meetmg s not necessiry Lo clarity
the factual record in the applicidion, and is not warrited my this case,
Accordingly, Protestant’s request for a public hearing o1 meeting s
denied.
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(12 U.8.¢.§ 1828(¢y) (the “Bank Merper Act™) (o merge
with U, S. Bank ol Idaho, Nuational Association, Cocur
D’Alene, both in Idaho (US. Bank™), with West One
surviving the merger. West One also has requested  the
Board’s approval under section 9 ol the Federal Reserve
Act (12 U.8.008 321) 1o establish branches al the current
locations of the ULS, Bank branches.!

Notice ol the proposal, alfording interested persons an
opportunity 1o subniit conunents, has been piven in accor-
dance with the Bank Merger Act and the Board™s Rules ol
Procedure (12 CUERD 262.3(b)). As required by the Bank
Merper Act, repotls on the competitive elfects ol the
merger were requested tom the United States: Attorney
General, the Oflice ol the Comptroller ol the Curreney
CrOCC™), and the Federal Deposit Insurance Corporation.
The time for liling comments has expired, and the Board
has considered thie proposal and all conmuents received in
light of the factors set Torth i the Bank Merper Act and
section 9 of the Pederal Reserve Act.

West One and LS, Bank are wholly owned subsidiarices
of 1. 8.
ULS. Bancorp, with total consolidated asscts of $31.9 bil-
lion, is the largest conmercial banking orpanization in
Idaho, controlling deposts ol approximately $3.4 billion,

Bancorp, Poctland, Orcgon (“US. Bancorp™).

representing 37.8 pereent ol the total deposits i comer-
cial banking organizations i ldiaho.”

The Bank Merger Act prohibits the Board Trom approv
ing « proposal under the Act il the proposal would result in
a monopoly or il tie proposal would substantially lessen
competition in any relevant banking market unless such
anticompetitive clfects are clearly outweighed in the public
interest by the probable eliicet of the transaction in meeting,
the convenience and needs ol the community 1o be served.
The proposal represents a corporate reorganization ol
ULS. Bancorp’s existing banking operations in ldaho. Based
ot all the facts of 1ecord, consununation ol the proposal
would not have any significantly adverse effects on compe
tition or the concentration ol banking 1esources in any
relevant banking niuhet.

The Bank Merger Act also requires the Board to con-
sider the financial and managerial resources and  Tuture
prospects of the banks involved. The Board has carclully
reviewed these Tactors in light of all the Tacts ol record,
including  comments received Trom several individuals
C*Commenters™), and relevant teports ol examination and
other supervisory itfonmation [rom federal supervisory
agencies, Based on all the facts of record, the Board
concludes that these factors are consistent with approval of
the proposal.t Considerations relating 1o the convenienee

1. The locations ol the brauches that West One proposes to establish
are listed mthe Appendin,

20 Asset data e as of December 31, 1995, Peposit data are as of
June 30, 1995,

Ao Commenters mauntain that their pending legal actions against
West One have not been properdy disclosed i the proposal or to
sharcholders, wd that their clanns adversely aflfect the financiab e
sources ol the bauk, These Tawsais are based on allegations that tetate
to Commenters™ loan tansactions with. West One that resuited
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and needs of the community. also required to be reviewed
under the Bank Merger Act, wre consistent with approval,
The Board also has considered the factors it is required
to consider when reviewing w proposal to - establish
branches under scction 9 ol the Tederal Reserve  Act
(12 U.S.C.§ 321 ¢ seq), and has determined that those

factors are consistent with approval ol the establishiment of

West One branches at the present sites of the UL, Bank
branch oflices.

Based on the loregoing and all the facts ol record, the
Board has determined that these applications should be,
and hereby are, approved.! The Board’s approval of the
proposal is conditioned on complianee with the commniil-
ments made in connection with these applications. For
purposcs ol this action, the commitments and conditions
relicd on i reaching this decision are both conditions
imposed inowriting by the Board and, as such, may be
cnforced i proceedings under applicable law.,

The merper ol LS. Bank and West One miay not be
consummated before the lifteenth calendar day following

foreclosure proceedings by the bank niore than wen yewrs apo. The
Board notes that Conmmenters Titipated their claims in courts that had

the authortty o provide Commenters with appropriate emedies, it

miproper actions could have been substantiated. Trial and appellate
courts have not granted refiet to Commenters, ULS, Bancorp, the only
shurcholder of West One, is aware ol these levat actions, The Board

has considered the eftect of these claims on the tinancial resources ol

West One n light of reports ol examination and other information
about the fhancial strength ol the baak and its parent holding com-
pittty.

One Conmmienter also contends that from 1983 through 1987, West
Oune misreported ity allowaee for loan and lease Tosses. West One
wis L nationadly chantered institation before it became o skite member
bank m 1992, "The Board has consulied with the OCC, the primary
lederal supervisor ol West One at that time, and has provided a copy
ol Commentet's allegations o the QOCC In addmon. the Board has
cousidered West One’s record lor accuracy in ifs teports sinee it
becime a state member bank. The Board also notes that the same
atlegations of misieporting by West One were considered by the
Securtties and Fxchange Commission ("SEC™) in connection wilh
LS. Bancorp’s acquisition of West Oue Buncorp in 1995, and the
SEC determined that the allegations did not waant investigation
under the securties laws.

4. Commenters have requested that the Board hold o public hearing
or meeting on issues tised by their comments, Neither the Bank
Merger Act nor seetionr 9 ol the Federal Reserve Act provide (o
public hearmgs or mectings onan application. Under the Board's
Rules of Procedure, however, the Board miy, mits diseretion, hold a
public hearing or meeting on an application to clarity factual issues
wclated to the application and to provide an opportutty for testimony,
il appropriate, 12 CER, 262.3(¢). The Board notes that Commenters
have had ample opportuniy o submit ther views and have, in fact,
submitted comments on these applications, The requests tail 1o dem
onstrate why the witten submisstons do not adequately present com-
menters” allegations or why a public heavng or mecting is otherwise
warranted in the case, For these reasons, and based onall the tacts of
record, the Board has determined that o public heanng or meeting is
nol necessay (o clanty the tactual record in the proposal and are not
wantanted mothis case. Accordingly, Connenters” iequest for a publie
heanng or meeting s denied.

Conmumenters have also reguested that the Board delay acting on the
proposal until their allegations e investigated. Based on all the Tacts
of record, and for the reasons previousty discussed, the Board con
cludes that a detay is not wairranted and that the record s suflicient to
act on the proposal.

the cliective date of this order, and this proposal may not
be consunumnated later than three months after the effective
date of this order, unless such period is extended by the
Board or by the Federal Reserve Bank of San Irancisco,
acting pursuant to delegated authority.

By order of the Board of Governors, eflective June 17,
1990.

Voting for this action; Governors Keliey, Lindsey, Phillips, and
Yellen. Absent and not voting: Chairnan Pro ‘Tempore Greenspatt.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix

Locations of branches of US. Bank to be established by
West One:

Cocur D’Alene
301 North 3rd Strect
Cocur D’Alene, [daho 83810

Fight & Bannock Branch
802 West Bannock
Boise, daho 83702

Bryden Avenue Financial
(Supermarket location)
332 Thain Road
[.ewtston, Idaho 83501

Silver Lake Mall Branch
123 West Hanley Avenue
Cocur 1Y’ Alene, [daho 83814

Meridian Branch
132 East Fairview
Meridian, Idaho 83642

Post Falls Branch
709 Fast Scltice Way
Post Lalls, ldaho 83854

Caldwell Branch
2015 East Cleveland Blvd.
Caldwell, daho 83602

Appleway Financial Market
West 225 Apple Way
Cocur D’ Alene, ldaho 83814

Westpark Towne Plaza Branch
075 North Milwaukee Avenue
Boisc, Idaho 83704

Vista Avenue Branch
{103 Vista Avenue
Boise, ldaho 93705



Colverdale MceMilfan Branch
12195 West MeMillan Road
Boise, Idaho 83704

ORDIERS ISSUED UNDER F'EDERAL RESERVE ACT

lowa State Bank
Hull, Towa

Order Approving Establishiment of « Branch

lowa State Bank, Hull, Towa (“Bank’™), a stale mentber
bank, has requested the Board’s approval under section 9
ol the Federal Reserve Act (12 US.CU8 321 ¢f seql) o
establish a branch at 1101 Main Street, Hull, lowa.!

Notice of the proposal, altording interested persons an
opportunity to submit comments, has been published in
accordance with the Board's Rules of Procedure. The time
for filing comments has expired, and the Board has consid-
cred the application and all comments received in light off
the factors set Torth in section 9 ol the Federal Reserve Act,

Bank, with total assets ol $33.9 million,” is a wholly
owned subsidiary of Vogel Bancshaes, nc., Orange City,
). Bank operates in the Sioux

3

lowa (““Vogel Baneshares
County, lowa, banking market, which includes the lowns
ol ITull and Sheldon.*

The Board has carclully reviewed the Tactors it is re
quired to consider in proposals (o establish a branch under
the Federal Reserve Act.! Based on all the facts ol record,
the Board concludes that these lactors, including the finan -
cial condition ol Bank, the general character ol its manage
ment, and the proposed exercise of corporate powers, are

consistent with approval and the purposes of section 9 ol

the Federal Reserve Act. The Board also concludes that
Bank’s efforts to mecet the credit needs ol its entire comniu-

I, Bank proposes fo relocate its main ollice trom Hubl 1o Sheldon,
lowa, 16 miles away, and to tetam the Mam Street location in Huall as
a full-service branch. The lowa Superintendent of Banking has ap
praved the proposed relocation to Sheldon and the estuablishiment of
branch in Hull.

2. Asset dataare as of Marche 311990,

3. The banking market is approxanated by Stoux County and Floyd,
Carroll, Baker, and Caledonia townships m O Brien County. lowa,

4. See 12 UK., § 122,

5. The Board has carefully considered conminents from two banks in
Sheldon contending that the town is unable to support an additional
competitor and that Bank s proposal would adversely affect the safety
and soundness of the commercial banks that cavently serve the town,
The Board notes that there is no evidenee ol tecord 1o indicate that
this proposal would have an adverse effeet on the satety and sound
ness of Bank or Vogel Baneshares. Inaddition, the number of compet
itors in the Sioux County banking, market would remain the sane, and
the residents of Sheldon would have the benefit of an additional
provider of banking scivices. The increase m conpetition under these
circumstances s a positive aspect of the proposal, Based on all the
facts of record, the Bomd concludes that these conuments do not taise
adverse considerations under the statutory factors the Board is e
quired to consider under the Federal Reserve Act,
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nity, including low and moderate-income neighborhoods,
are consistent with approval ©

Based on the Toregoing and all other facts of record, the
Board has determined that this notice should be, and hereby
is, approved. The Board's approval is specilically condi
tioned on Bank™s compliance with all commitments made
in connection with the application. The commitments and
conditions relied on by the Board are deemed to be condi-
tions imposed in writing by the Board in connection with
its findings and decision, and, as such, may be ealoreed in
procecdings under applicable law.,

The Hull office shall be in operation as a branch no later
than one year alter the elfective date of this order, unless
such period is extended for good cause shown by the Board
or by the Federal Reserve Bank of Chicago, acting, pursu-
ant Lo defegated authorily.

By order of the Board ol Governors, ellective June 24,
19906.

Yoting Tor this action: Chaitman Greenspan and Governos Kelley,
Lindscy, Philtips and Yellen, Abstaming [rom this action: Governon
Meyer.

WILLIAM W. WILES
Secretary of the Board

Korea Long Term Credit Bank
Scoul, Korea

Ovder Approving Esiablistunent of « Branch

Korca Long ‘Term Credil Bank, Scoul, Korea (“Bank™), a
forcign bank within the meaning of the Tnternational Bank-
ing Act (the “IBA™), hias applicd under section 7d) of the
IBA (12 ULS.CU§ 3105(d)) to establish a state licensed
branch in New Yok, New York, The Yorcipn Bank Super-
vision Enhancement Act of 1991 ("FBSEA™), which
amended the IBAL provides that o foreign baok must oblain
the approval of the Boad to establish o brancly in the
United States.

Notice ol the application, alfording, interested persons an
opportanity to submit comments, has been published in a
newspaper ol general circulation in New Yok, New York
(The New York Times, February 28, 1996). 'The tine for
liling comments has expired, and all comments have been
considered.

Bank, with assets of $27.5 billion," is primarily cnpaged
in wholesale banking, providing a broad range ol financial
services o privale business enterprises. Shares ol Bank are
widely held, and no individual sharcholder owns more than
1O pereent of any class ol the voting scecurities of Bank, In
Korea, Bank operates 34 branches and has seven nonbank
subsidiatics involved i activitics such as investment bank

6. Baok tecetved a Usateslactory” cating frone the Pederal Reserve
Bank of Chicapo under the Conmmumnity Remvestinent Act in ils wiost
recent exannition, as of July 25, 1995,

[ Data are as ol Decensber 30 1995 unless otherwise noted.
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ing, credit card operations. constumer fending, factoning,
cquipment rental, and mvestment management and advi-
sory services. Bank™s loreign operations include bank sub
sidiaties in London and Hong Kong, branches in ‘Tokyo
and the Cayman Islands, and representative offices i Hong,
Kang, Singapore, New York, and China.

Bank proposes to upprade s New York representative
office o state licensed branch that would engage i a
variety ol activities. mclading trade finance, lending,
deposit-taking, and lund management. Bank does not en-
pape ditectly or indireetly ni any nonbankimg activities in
the United States and would be iquahilying banking orga-
nization within the meming of Regulaton K (12 CUOER.
210123y alter establishing the proposed branch,

Bank has received prelimniny approval from Korea's
Ministry of Finanee and Leonomy (the “Ministry™) o
establish the proposed braach, subject to approval ol the
branch by the welevant ULS, authorities,

I order to approve anapplication by a foreign bank to
establish o branch in the United States, the IBA and Regu-
lation K require the Bowd to determine that the foreign
hank applicant engages doecetly in the business of banking,
outstde ol the United States and has farnished to the Board
the indormation it needs (o assess the application ade
quately. The Board must also determime that the foreign
bank is subject to comprehensive supervision or regulation
on a consolidated basis by its home country supervisor
(12 U.8.C0 § 3102y 12 CHERD P20y, The
Board may also ake into account additional standards set
forth inthe IBA and Repudation K (12 USO8 3HOS(AH)-
(hy 12 CHER 22 He)).

Bank cngages directly in the business of banking outside
ol the United States through its banking operations n
Korca, Bank also has provided the Bowd sitls the imforma-
ton necessary to assess (the application through subnis-
stons that addiess the relevant issues.

Regulation K provides that a Toreign bank will be con

sidered 10 be subject o comprehensive supervision or

regulation on aconsolidated basis i the Board determines
that the bank s supervised and regulated insuch a manner
that its home country supervisor reccives sullicient infor
mation o the bank™s worldwide operations, including the
relationship ol the bank to any altiliates, 1o assess the
overadl financial condition ol the bauk and ils compliance
with faw and regulation.” I making ils determination

20l assessing this standard, the Board considers, among other
Tactors, e extent 1o whieh the home connty supervisonn,

(1) Bnswre that the bank has adegiere procedues tor monitoring, and

coutiotling s activitios worldwide:

Gy Obtann imtormattone oo the conditton of the bank and it subsid

taries and offees throuply repadin cvanmnation teports, andit teporls,

or otherwise:

(1) Obtam mtormation on the dealmgs with and relationshp be

tween e banh and s atlibiates, both toreren and domestie;

(iv) Reccive Tron the bank Inancial ieports that aee consolidated on

i worldw ide basis, or comparable information that peanits analysis

ol the bank’s tmanciad condition o a worldwide consoludated Dasis:

andd

under this standard, the Board has considered the foltowing
information,

Bank is licensed in Korea under the Long Term Credit
Bank Law of 1980 and is currently the only long-term
credit bank in Korea, The Long ‘Termn Credit Bank Law
grants the Ministry  primary  supervisory authority over
Jong-term credit banks and sole authority in Korea to grant
a license to, or to authorize the establishment ol a branch
of . a long-term credit bank. ‘The Ministiy cooperates with
the Oflice of Bank Supervision and Fxamination ol the
Bank ol Korea (the “OBSE™) i supervising Bauk, in
recognition ol the OBSEs expertise in banking supervi-
sory matlers arising from its respensibilities in relation to
commercial banks.*

Bank is required to submit o number of periodic reports
to the Ministry and the OBSE, and the Ministry may
request any other information concerting Bank’s business
that it deems appropriate. Bank must provide the Ministry
with annual consolidated (inancial statements covering its
worldwide operations. Other vequired reports welude an-
nual rish-based capital reports, semi-annual bank-only fi-
nancial statements, quarterly statements on loreign ex-
change dealings, and monthly reports covering topics such
as classification of unsecured loans, funding, and invest
ment and trust activitics. The Ministry reviews the reports
submitted directly by Bank or indirectly through the OBSI
and is kept apprised of Bank’s operations through regutar
and frequent contacts with Bank's senior management.

[n addition, the Ministry conducts regular and special
on-site Oaminations of Bank, ofter in conjunction with the
OBSILL The Ministry™s gencral examination policy is 1o
conduct on site examinations ol Bank once a year, al-
though the Ministry may waive the on=sile examination for
a given year Fach annual onssite examination mcludes the
head oftice and approximately (0 percent of Bank’s ran
donily sclected branches. These exauninations pencrally
cover matters such as capital adeguacy, asset quality, com-
pliance with applicable Taw, and the adequacy ol internal
controls and record-keeping practices. Whenever it is
deemed necessary, the Ministry also conduets special on-
site examinations o Bank regarding specilic matters or
specilic branch offices.

The Ministry’s supervisory authority extends to all non-
bank business conducted by Bank through its domestic
subsidiaries. Several of these subsidiaries also are subject

(v) Evaluate prudential standards, such as capitad adequacy and tisk

assel expostie, on a worldwide hasis,

These we indicia ol comprehensive, consolidated supervision; no
single factor is essential and other elenents may inform the Board’s
determination,

A Commercial banks ate licensed in Korea under the General
Banking Act rather than the Long Teun Credit Bank Faw and e
subyect 1o the primary supervisory authority ol the OBSE. The Boad
has previously detenmned, m connection with applications by Korcan
commeicial banks, that these banks weie subject o home country
supervision on i comprehiensive, consoldated basis. See Donghwa
Bank, 81 Federal Reserve Bulletin 740 (1Y95); Cho Hung Bank, 81
Federal Reserve Bualletin 475 (1995); KorAm Bank, 80 Federal Re-
serve Balletn 181 (1994



to regulation by other Korcan govetnmental agencies. In
addition, Bank is prohibited by faw lom making i loan mn
an amount equal 1o or preater than 25 percent or more of s
capital and surplus o any single person or entity. 'The
Ministry monitors Bank’s proposals repandmg loans 1o
alliliates.

Under Korea's Foretpn Exchange Control Law, Bank's
international operations are supervised by the OBSE pursu
ant 1o authority delegated to it by the Ministey. The Minis
try may obtain supervisory information from the other
Korean supervisory authorities, which direetly oversec
Bank’s domestic alfiliates.

The Ministry has various enforcement powers ove
Bank. The Ministry may suspend all or part ol Banl's

busimess i 1 finds that Bank has violated any provision ol

applicable Korean law or has engaged i acts contrary (o
the public imerest, To addition, an olficer o director ol
Bunk who knowmgly submits Talse tnformation inieports
ta the Ministry or who hinders the Ministry’s supervision
ol Bank may be subject to fime or inprisomment.

Based on all the facts of record, the Board has deter
mined that Bank is subject to comprehensive supervision
and repulation on a consolidated basis by its home country
SUPCEVISOLS,

The Board has taken mto account the additional stan-
dards set forth in section 7 of the IBA and in Regulation K.
(See 12 U.S.C§ 31053 ¢y 12 CHRE 211.240)(2)).
As noted above, Bank has reccived preliminary aathority
lrom the Ministry to establish the state licensed branch,
subject to approval of the proposed branch by the relevant
LLS. authoritics.

Bank must comply with tisk based  capital standards
adopted by Korca! Bank's capital is o excess ol the
minimun levels that would be required by the Basle Capi
tal Accord and is considered equivalent (o capital that
would be required of a ULS. banking orpanization. Manage
rial and other linancial resources of Bank are also consid
cred consistent with approval, and Bank appears (o have
the experience and  capacity (o support the  proposed
branch, Bank has established controls and proceduies Tor
the proposed branch in order to ensure complianee with
applicabie U.S. Law, as well as controls and procedues Tor
its worldwide operations pencrally,

Bank has committed to make available to the Board such
information on the operations or activitios of Bank and any
ol its affiliates that the Board deems necessary to determine
and enforee complianee with the IBA, the Bank Holding
Company Act ol 1956, as wnended, and other applicable
federal Taw, The Board has reviewed the restrictions on
disclosure in Korea and has conmmumnicated with the appro
priade authotitics reparding access (o infornation, "o the
extent that the provision of such information may be pro

4 As of Tanuary 1, 1996, all Korean bankiny mstitntions, meluding
Bank, have been required 1o maintain a capital adequacy tatio ol al
least 8 percent in conlormance with the mmimuny standiards required
by the Basle Capital Accord. Bank is cunrently w tull complianee with
these standards,
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ubited o impeded by Taw, Bank hias commitied 1o cooper
ate with the Board in oblaining any consents or waivers
that mipht be required Trony third parties Tfor disclosure. In
addition, subject to certain condittons, the Mmistry and the
OBST niay share mlormation on Bank’s operations with
other supervisars, including the Board. Tn light ol these
commitments ad other Tacts of record, and subject (o the
condition described below, (he Board has concluded that
Baik hias provided adequate assurances ol aceess (o any
necessary mlormation the Bowd may request.

On the basis of all the facts of record, and subject to the
commitments made by Bank, as well as the terms and
conditions set torth in this order, the Board has determined
that Bank™s application o estabhish a state Tieensed brancly
should be, and hicieby is, approved, Should aay resuic
tions on access o mformation on the operations or activi
tics of Bank o any ol its altiliates subsequently interlere
with the Board’s ability 1o detennine the sadety and sound-
ness ol Bank's TLS, operations or the compliance by Bank
or any ol s alhiliates with applhicable federal faw, the
Board may requite ermnation ol any ol Bank’s direct or
indireet activities i the United States. Approval ol this
application also is conditioned specilically on compliance
by Bank with the commgments made in connection with
this application and with (he conditions i this order. The
commitments and conditions referred Lo above e condi:
tions mposed i writing, by the Board i connection with
its decision and may be enforced in procecdings under
12 U808 IRI8 o1 12 ULS.CU 8 1847 against Bank, its ol -
fices, orits altiliates.

By otder of the Board of Governors, elfective June 24,
1996,

Voting {or His action” Clianman Chieenspan and Governors Kelley,
Landsey, Phillips, and Yellens Abstainmg Trom this action: Governos
Meyer.

WILLIAM W, WILIS
Secretary of the Board

ORDERS ISSULD UINDER INTERNATIONAL BANKING ACT

National Bank ol Canada
Montread, Canada

Order Approving Lstablishmen of Representative Officeys

National Bank ol Canada, Montreal, Canada (“Bank™), a
forcign bank within the meaning of the International Bank
ing. Act (CIBA™), has applied under section 10(a) ol the
IBA (12 US.C08 3107(a)) to establish representative ol

5. the Board™s anthority to approve the establistunent of the pro
posed branch paablels the continumy authority ol the stale ot New
York to license offices ol Torerpn bank. Fhe Bowrd's approval ol this
application does not supplant the awthonty ot the state of New Yok,
and s apent, the New York State Bankmg Department, to License the
proposed braneh of Bank in accordanee with any terms o conditions
that the state of New York may anpose,
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fices in Denver, Colorado; Boca Raton, Florida; Baltimore,
Maryland; Boston, Massachuselts; Southlicld, Michigan;
Cliarlotte, North Carohina; Cincinnati, Ohio; Cleveland,
Ohio; Pittsburgh, Pennsylvania; Memphis, Temessee; and
Richmond, Virginia. The Forcign Bank Supervision Fin-
hancement Act ol 1991 (“IFFBSEA™), which amended the
IBA, provides that a foreign bank must obtain the approval
of the Board to establish o representative ollice in the
United States.

Notice of the application, alfording interested persons an
opportunity (o submit comments, has been published in the

following, newspapers ol general civculation: The Denver

Post, licbruary 20, 1996; The Miami Herald, February 20,
1996; The Baltimore Sun, February 26, 1996; The Boston
Crlobe, Yichrumy 20, 1996; The Detroit Free Press. bebru-
ary 20, 1996; The Charlotie Observer, February 26, 1996;
The Cincinnati Engrirer, February 20, 1996; The Cleve-
land Plain Dedaler, Vebeaaey 26, 19965 The Pittshurgh
Post-Gazrette, Lebruay 26, 19905 The Memplis Conuner-
cial Appeal, 1<cbruary 26, 1996; and The Richmond Times-
Dispatch, February 20, 1996, The time lor filing comments
has expired, and all comments have been considered.

Bank, with total consolidated asscts ol approximalely
$36 billion,! is the sixth fargest bank in Canada, providing
wholesale and retail financial  services to o customers
throughout Canada. The shares ol Bank are publicly traded
and widely held, with no sharcholders owning more thin
10 percent of Baok.

Bank operates 044 domestic branches and 14 interna-
tional ollices, including branches, representative offices
and banking and financial subsidiaries in BEuarope, Asia, and
the Caribbean. In the United States, Bank  operates
branches in New York, New York, and Chicago, Hlinois;
agencics in Atlanta, Georgia, and Los Angeles, Calilorniag
representative oflices in Buflalo, New York, and Dallas,
Texas: and a regional administrative oflice in New York,
New York. Bank also wholly owns a savings bank subsid-
iary in Pompano Beach, Florida, and a nonbanking subsid-
iary cngaged in permissible activities.”

Bank’s primary purpose (or establishing the proposed
representative oftices is to market the products and services
ol Bank, solicit foan business for Bank, and scrve as a
laison between the head oflice in Montreal and potential
and existing custoners in the states served by the represen-
tative offices. The proposed representative ollices would
not solicit depostts Tor Bank; woukd not have authority to
make any business decisions for Bank; and would not have
authority to contract in the name ol Bank,

[n acting on an application to establish a representative
oflice, the IBA and Regulation K provide that the Board
shiall take into account whether the forcign bank engages

I, Asset data are as of October 3, 1995,

2. National Canada Finanee Corporation ("NCEFC™), New Yoik,
New York, which engages inasset based lending to middle market
companies, operates 13 othiees i the United States, The proposed
representative oftices would she prenises with NCEFC, Bank has
stated thar the proposed representative oflices would not represent nor
provide services (o NCEC,

dircetly in the business of banking outside of the United
States and has furnished to the Board the information it
needs 1o assess the application adequately. 'The Board also
shall take into account whether the forcign bank and any
lorcign bank parent is subject to comprehensive supervi-
sion or regulation on a consolidated basis by its home
country supervisor (12 US.CU§ 3105(d)(2); 12 CRR,
211.24)." The Board may also take into account additional
standards as set forth in the IBA and Regulation K
(12 U.S.C0§ 3105()()-(4); 12 CER. 211.24(0)).

In this case, with respect to the issue ol supervision by
liome country authoritics, the Board has considered the
following information. Bank is supervised and regulated
by the Oflice of the Superintendent of Financial [nstitutions
("OSEI™). ‘The OSEL s responsible Tor the prudential
supervision and regalation ol federally regulated financial
institutions. The Board has previously determined, in con-
nection with an application involving another Canadian
bank, Bank of Montreal, Montreal, Canada (“"BOM”), thal
BOM was subject 1o honie country supervision on a con-
soliduted basis.* Bank is supervised by (he OSIFL on the
same terms and conditions as BOM. Based on all the Tacts
ol record, the Board has determined that Bank is subject to
comprehensive supervision and regulation on a consoli-
dated basis by its home country supervisors.

The Board also has taken into account the additional
standards set forth in section 7 of the 1IBA (See 12 U.S.C
§ JOS(3-(); 12 CERL 2112420, The OSEL has
approved the establishment of the proposed representative
oflices.

With respect to the financial and managerial resources off
Bank, taking into consideration Buank’s record of opera-
tions in its home country, its overall financial resources,
and its standing with its home country supervisors, the
Board has also determined that financial and managetial
factors are consistent with approval of the proposed repre-
sentative offices. Bank uppears 1o have the experience and
capacity (o support the proposed representative oflices and
also has established controls and procedures (or the pro-
posed representative ollices to ensure compliance with ULS.
law.

3o Inassessing s standard, the Bowd considers, among other
factors, the extent to which the honie country supervisors:

(1) Ensure that the bank has adequate procedures for monitoring and

conttolling its activities worldwide;

(i) Obtain mlormation on die condition of the bauk and its subsid-

tinies and oftices through regular examination reports, audit reports,

ot otherwise;

(i) Obtam information on the dealmgs with wud retationship be-

tween the bank and its aftiliates, both forcign and domestic;

(iv) Receive from the baok tinancial reports that are consolidated on

i worldwide basis, or compaable infornation that permits analysis

ol the bank s financial condition on a worldwide consolidated basis:

and

(v) Lvaluate prudential standards, such as capital adequacy and rish

asset exposure, ona worldwide basis,

These are indicia of comprehiensive, consolidated supervision. No
single Tactor is essential and other elements may inform the Board's
determination.

FoSee Bank of Montreal, 80O [Federal Reserve Bulletin 925 (1994),



Finally, with respect o access (o information about
Bank's operations, the Board has reviewed the restrictions
on disclosure in refevant jurisdictions in which Bank oper-
ates and has communicated with relevant government au-
thoritics about access Lo information. Bank has committed
to make available to the Board such information on the
operations ol Bank and any afliliate of Bank that the Board
deems necessary to deterntine and enforee compliance with
the IBA, the BHC Act, as amended, and other applicable
federal Taw. To the extent that the provision of such infor-
mation may be prohibited by law, Bank has conmmitted to
cooperate with the Board to obtain any necessary consents
or waivers that might be required from third parties for
disclosure. In addition, subject 1o certain conditions, the
OSET may share information on Bank’s operations with
other supervisors, including the Board. In light ol these
commitments and other fiucts of record, and subject to the
condition described befow, the Board concludes that Bank
has provided adequate assurances ol access (0 any neces-
sary information the Board may request.

On the basis of all the facts of record, and subject to 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 1o establish the representative of -
fices should be, and hicreby is, approved. Should any re-
strictions on access to information on the operations or
activities of Bank and its alliliates subsequently interfere
with the Board’s ability 10 obtain information to determine
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and enforce compliance by Bank or its afliliates with
applicable federal statutes, the Board may require termina-
tion of uny of the Bank’s dircct or indirect activitics in the
United States. Approval of this application is also specifi-
cally conditioned on Bank’s conmpliance with the commit-
wents made in connection with the application, and with
the conditions in this order.” "The commitments and condi
tions referred to above wre conditions nposed in writing
by the Board in comnection with its decision, and may be
enforced in proceedings  under 12 US.CL§ 1818 or
12 US.C.§ 1847 apainst Bank, its oflices, and its afliliates,

By order of the Board of Governors, clfective June 10,
1996.

Voting, lor this action: Chaiman Pro ‘fempore Greenspan and
Governors Lindsey, Phillips, and Yellen, Absent and not voting:
Governot Kelley.

JUNNIFER J. JOUNSON
Deputy Secretary of the Bowd

5. The Board’s anthority Lo approve the establishment ol the pro-
posed representative ollice parallels the coutinuing authority oi the
various state banking depattients to license oflices of foreipn banks.
The Board’s approval of this application docs not supplant the author-
ity of these states, and their agents, the state bankiong departments, to
license the proposed representative oflices of Bank in accordanee wilh
any terms or conditions that these states may iimpose,

APPLICATIONS APPROVED UNDER BANK [{OLDING COMPANY ACH

By the Secretary of the Board

Recent applications have been approved by the Seeretary ol the Board as listed below. Copies are available upoit request to
the Freedom of Information Oflice, Oflice ol the Secretary, Board of Governors of the Federal Reserve System,

Washington, D.C. 20551,

Scetion 3

Applicani(s)

liftective Date

Boatmen’s Bancshares, ne.,
St. Louis, Missouri

I'irst Merchants Corporation,
Muncic, Indiana

I'irst National of Nebraska, Inc.,
Onmiaha, Nebraska

First National of Colorado,
Omaha, Nebraska

Horizon Bancorp, Inc.,
Beekley, West Virgimia

Bank(s)

Canadian Bancshares, Inc.,
Canadian, 'Texas
Iirst State Bank of Canadian,
Canadian, Texas
Union National Bancorp,
Liberty, Indiana
The Union County National Bank of Liberty,
Liberty. Indiana
Boulder Bancorporation,
Boulder, Colorado
The Bank of Boulder,
Boulder, Colorado
Twentieth Bancorp, Inc.,
Luntington, West Virginia

June 5, 1996

June 11, 1996

June 21, 1996

June 28, 1996
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By Uederal Reserve Banky

Recent applications have been approved by the Federal Reserve Banks as Listed befow. Copies are available upon request to

the Reserve Banks,

Scction 3

Applicant(s)

Acadiana Bancshares, Inc.,
Lafayetie, Louisiana
Associated Bane-Corp.,
Green Bay, Wisconsin
Associated hnois Bane-Corp.,
Chicago, Hlinois

Brookwood Group, 1.,
Columbia, Tennessee

Central Wisconsin Bancorporation,
Inc.,
Colby, Wisconsin

The Colomal BancGroup, Inc.,
Montgonery, Alabama

The Colonial BaneGroup, Inc.,
Montgomery, Alabama

Columbia Bancorp,
The Dalles, Oregon

Connnunity Bankshares
Incorporated,
Petersburg, Virginia

Delavan Baneshares, Inc.,
Delavan, Wisconsin

F&M Bancorporation,
Kaukauna, Wisconsin

First Community Bank Holding
Corporation,
Orange City, Florida

First Hawaiian, Inc.,
Honolulu, Hawaii

First National Corporation,
Orangeburg, South Caroling

I'NB Corparation,
Christiansburg, Virginia

FFort Brooke Bancorporation,
Brandon, [Florida

Goodenow Bancorporation,
Okoboji, Towa

Granville Baneshares, Inc.,
Granville, Hlinois

Bank(s)

Reserve Bank

Effective Date

L.BA Savings Bank,
Lalayette, Louisiana

Mid-America National Bancorp, Inc.,

Chicago. llinois
Mid-America National Bank of
Chicugo.
Chicago, Hhinois
The Middle Tennessee Bank,
Cotumbia, Tennessee
Owen-Curtiss State Bank,
Owen, Wisconsin

Commercial Bancorp of Georgia, Ine.,

Lawrenceville, Georgia
Commercial Bank of Georgia,
Lawrenceville, Georgia
Southern Banking Corporation,
Orlando, Florida
Southern Bank of Cential Florida,
Altamonte Springs, Florida
Klickitat Valley Bank,
Goldendale, Washington
Commerce Bank of Virginia,
Richmond, Virginia

Community Bank Delavan,
Delavan, Wisconsin

Community State Bank,
Algoma, Wisconsin

First Community Bank,
Orange City, Florida

ANB Financial Corporation,
Kennewick, Washington

National Bank ol York County,
Rock Fhll, South Carolina

The First National Bank of
Christiansburg,
Christiansburg, Virginia

l'ort Brooke Bank,
Brandon, Florida

Jackson Bancorporation. Inc.,
Fairmont, Minnesola

Bank Midwest, Minnesota fowa, NLA L,

Fairmont, Minnesota
Sheridan State Bank,
Sheridan, Hinois

Atlanta

Chicago

Atlanta

Chicago

Atlanta

Atlanta

San Francisco

Richmond

Chicago
Chicago

Atlanta

San Francisco
Richmond

Richmond

Atlanta

Chicago

Chicago

May 23, 1996

Muay 23, 1990

June 7, 19960

June 4, 1996

May 23, 1996
May 31, 1996
May 29, 1996

June 4, 1996

May 29, 1996
June 5, 1996

June 7, 1996

June 17, 1996
June 14, 1996

May 29, 1996

June 6, 1996

June 18, 1996

June 19, 1996



Scction 3—- Continued

Applicant(s)
Hills Bancorporation,
Hills, lowa

Horizon Bancorp Fmiployee Stock
Owunership Plan,
Michigan City, Indiana
HUBCO, Inc.,
Mahwah, New Jersey

Independent Baneshares, Inc.,
Powder Springs, Georgla
Key Florida Bancorp, Inc.,
Bradenton, Florida
I.indoc, Inc.,
Ordway, Colorado
Newnan Holdings, Ince.,
Newnan, Georgia

Qutsource Capital Group, Inc.,
[.ubbock, Texas

Outsource Delaware Capital Group,
luc.,
Dover, Delaware

Palim Beach National THolding
Company,
North Palm Beach, Plorida

Plano Bancshares, Inc.,
Plano, Texas

Plano Bancshares of Delaware, Inc.,
Dover, Delaware

Prairicland Fmployees Stock
Ownership Plan,
Bushnell, Hinois

Premicr Financial Bancorp, Inc.,
Georgetown, Kentucky

Sccurity Bane Corporation,
Springticld, Ohio

Southeast Texas Baneshares, Inc.,
Beaumont, ‘Texas

Bank(s)

Alliance Bancorporation,
Lisbon, lowa
Trimpe’s, Inc.,
Lisbon, fowa
Lisbon Bank and ‘T'rust Company,
Lisbon, lowa
Horizon Baucorp,
Michigan City, Indiana

Lafayette American Bank and Trust
Company,
Bridgeport, Connecticut

Independent Bank & ‘T'rust Company,

Powder Springs, Georgia

Liberty National Bank,
Bradenton, Florida

Pucblo Bancorporation, loc.,
Pucblo, Colorado

Southside Financial Group, Inc.,
Laycetteville, Georgia

Citizens Bank & ‘Trust of Fayette
Counly,
Fayelteville, Georgia

Outsource Delaware Capital Group,
e,
Dover, Delaware

First Bank & Trust Compuny,
Wlhite Deer, ‘Texas

First Bank & Urast Company,
White Deer, Texas

Palim Beach National Bank and Trust

Conipany,
North Palm Beach, Florida
Lirst MeKinney Baneshares, Ine.,
McKinney, Texas
First Bank,
MceKinney, Texas
Prairicland Bancorp, Inc.,
Bushnell, HHinois

Larmers Deposit Bancorp,
Eminence, Kentucky

CitNat Bancorp,
Urbana, Ohio

Citizens National Bank of Urbana,
Urbana, Ohio

Port Neches Baneshares, Inc.,
Port Neches, Texas

Reserve Bank

Chicago

Chicago

New York

Atlanta
Atlanta
Kansas Clily

Atlanta

Dallas

Dallas

Atlanta

Dallas

Chicago

Cleveland

Cleveland

Dallas

Legal Developments 773

tiltective Dalte

June

June

June

May

May

June

May

May

May

June

May

June

June

May

May

6, 1996

14, 1990
7, 1996

30, 1990
30, 1990
18, 1990

23, 1996

30, 1996

30, 1996
19, 1996

30, 1996

13, 1996

6, 19906

30, 1996

29, 1996
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Scction 3 Continued

Applicant(s)
State National Banceshares, Inc.,
L.ubbock, ‘Texas

State National Banceshares of
Delaware, Ince.,
Dover, Delaware
Stichting Prioriteit ABN AMRO
Holding,
Awmsterdam, The Netherlands
Stichting Administratickamtoor ABN
AMRO Holding.
Amsterdan, ‘The Netherlands
ABN AMRO Tolding N.V.,
Amsterdam, ‘The Netherlands
ABN AMRO Bunk N.V,,
Amsterdam, ‘The Netherbands
ABN AMRO North America, Inc.,
Chicago, Hlinois
Thomson [nvestment Company, Inc.,
Savanna, Hlinois

Van Diest Investiment Company,
Aunkeny, fowa
West Coast Bancorp,
Lake Oswego, Oregon
Wildceat, Inc.,
Cedar Rapids, lowa
XI'T Baneshares, Ine.,
Littletield, "Fexas

X' Delawane. o,
Dover, Delaware

Section 4

Applicant(s)

Anita Bancorporation,
Atlantic, lowa

The Bank of Nova Scotia,
Toronto, Ontario, Canada

Barnctt Banks, Inc.,
Jacksonville, Torida

Boscobel Bancorp, Inc.,
Boscobel, Wisconsin

Rank(s)

State National Bancshares ol Delaware,
lie.,
Dover, Delaware

State National Bank of West Texas,
[ubbock, Texas

State National Bank of West Texas,
l.ubbock, Texas

Comerica Bank-1linois,
Franklin Park, linois

Gateway State Bank,
Clinton, lowa
Suvanna Bancorp, Inc.,
Savanna, Hlinois
Savanna State Bank,
Savanna, [linois
Fast Des Moines National Bank,
Des Moines, Towa
Vancouver Bancorp,
Vincouver, Washington
Hartford-Carlisle Savings Bank,
Carlisle, Towa
XI'T Delaware, Inc.,
Dover, Delaware
Seeurity State Bank,
Littletield, Texas
Sccurity State Bank,
Litletield, ‘Texas

Nonbanking Activity/Company

To engage in making and servicing,
loans

Scotia Capital Markets (ISA) Inc.,
New York, New York

Barnett Community Development
Corporation,
Jacksonville, Florida

To engage i making and servicing,
loans

Rescerve Bank Liltective Date

Dallas June 14, 1996

Dallas June 14, 1996

Chicago May 29, 1996

Chicago June 6, 1996

Chicago June 4, 1996

San Francisco May 22, 1996

Chicago May 31, 1996
Dallas June 12, 1996
Dallas June 12, 1996

Reserve Bank [iliieetive Date

Chicago May 29, 1996

New York June 1L, 1996
Atlanta June 7, 1996

Chicago May 23, 1996



Scection 4 Continued

Applicant(s)

Community Bancshares. Tuc.,
Joseph, Oregon

Community Bank System, Inc.,
Dewitt, New York

D & D Bancshares, Inc.,
Mount Auburn, lowa

HISBC Holdings ple,
London, England

HSBC Holdings BY,
Amsterdam, The Netherlands

Newnan Holdings, Inc.,
Newniu, Georgia

Norwest Corporation,
Minncapolis, Minnesota

Norwest Financial Services, Inc.,
1>es Moines, lowa

Norwest Corporalion,
Minncapolis, Minnesota

Qutsource Capital Group, lnc.,
Lubbock. Texas

Outsource Delaware Capital Group,
Inc.,
Dover, Delaware

Tattnall Bancshares, Inc.,
Reidsville, Georgia

VCR Bancorporation Lid.,
Carlisle, Towa

Sections 3 and 4

Applicant(s)
Center Bancorp, Inc.,
Union, New Jersey

Grand Premier Financial, Inc.,
Wauconda, [linois

Noubanking Activity/Company
Cltizens "Title and Escrow Scrvice, Inc.,
Lnterprise, Oregon
Mayer Management Co., Inc.,
Utica, New York
To engage de novo in making and
servicing loans
HSBC Futures, Inc..
New York, New York

To engage in operating a savings
association

Aman Collection Service, Inc.,
Aberdeen, South Dakota

Real Estate Financial,
Palin Harbor, Florida

Outsource 1ease, luc.,
L.ubbock, Texas

Rall Mortgage Corporation,
I.ubbock, Texas

Reidsville Insurance Agency, Inc.,
Reidsville, Georgia

‘To engage de novo 1 the making and
servicing ol loans

Nonbauking Activity/Company

Unon Center Interim National Bank,
Union, New Jersey

Lehigh Savings Bank, S.1.A.,
Union, New Jersey

Notthern Hlinois Financial Corporation,
Wauconda, IHinois

Premier Insurance Services, Ine.,
Warren, Hlinois

Reserve Bank

San Francisco

New York
Chicago

New York

Atlanta

Minncapolis

Minncapolis

Dallas

Atlanta

Chicago

Reserve Bank

New York

Chicago

Legal Developmenty

Lillective Date
.iunc 71 2,7 1996
June 4, 1996
May 24, 1990

June 7, 1996

May 23, 1996

May 23, 1996

June 14, 1996

May 30, 1996

June 18, 1996

June 7, 1990

liffective Date

May 29, 1996

May 24, 1996
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APPLICATIONS APPRON 1D UNDER BANK MERGER ACT
By [Federal Reserye Banks

Recent applications hiave been approved by thie Tederal Reserve Banks as listed below. Copies are avaitabie upon request to

the Reserve Banks.

Applicait(s) Bank(s) Reserve Bank Lilteetive Date

Adams Bank & Trust, Adams Savings & Loan Association Kansas City May 29, 1996
Ogallala, Nebrasha ol Chappell,

Chiappell, Nebraska

Baylake Bank, The Bank, Chicago June 12, 1996
Sturgeon Bay, Wisconsin Manawa, Wisconsin

Centura Bank, Fissex Savings Bank, 1<S.B., Richmond May 30. 1996
Rocky Mount, North Carolina Virginia Beach, Virginia

Hlarels ‘Trust and Savings Bank, Houschold Bank, [s.b., Clicago Muay 29, 1996
Chicago, Hlinois Prospect Heights, Hlinois

PENDING CASES INVOLVING T1HE BOARD OF GOVERNORS

This list of pending cases does not include suits against the
Federal Reserve Banks inwhich the Board of Governors s not
named a party.

Lideramericas Tivestments, Lid. v, Board of Governors, No.
D6 60326 (5th Cir, liled May 8, 1996). Petition for review
ol order imposing civil money penalties and cease and
desist order inenforcement case,

Kuniz v, Board of Governors, No. 96 1137 (D.C Ci, hifed
April 25, 1996). Petition tor review of a Board order dated
March 25, 1996, approving an application by CoreStates
Financial Cop., Philadelphia, Pennsylvania to acquire Me-
tidian Bancorp, Ine., Reading, Pennsylvani, The Board’s
motion to dismiss was filed on June 3. 1990,

Kuntz v, Board of Governors, No. 96 1079 (D.C. Cir., filed
March 7, 1990). Petition for ieview of a Bowrd order dated
February 7. 1996, approving applications by "The Filth
Third Bank. Cincinnati, Ohio, and The Filth Third Bank of
Columbus, Columbus, Olno, 1o acyuire certain assels and
assume certain Liabilities o 25 branches of NBD Bank,
Columbus, Ohio. Petitioner has moved o consolidate the
case with Kunt. v, Bowrd of Governors, No. 95 1495, On
April 8, 1990, the Board filed o motion (o dismiss the
action,

Henderson v, Board of Governors, No. 90 1054 (1).C. Clir,
filed February 16, 1996), Petition for review ol a Board
order dated January 17, 1996, approving the merger of First
Citizens BaneShares, Ine, Raleigh, North Carolina, with
Allied Bank Capital, Inc., Sanford, Notth Carolma. Petition:
ers” motton for @ stay was dented on March 7, 1996,

Research riangle lustitiie v Board of Governors, No.
[:96CVOGTO2 (M.D.NLCL, filed February 12, 1996). Con
tract dispute. On May 3, 1996, the Board filed @ motion to
dismiss the actiow, i re. Subpocena Duces Tecum, Misce, No.
QO-MS-3CP))y (). DO filed February 7, 1996). Motion
to enforee a subpoena issued to the Board seeking, among,

other things, bank examination material. The action was
dismissed by stipulation on May 16, 1996,

Tuner City Press/Community on the Move v, Board of Gover-
nors, No. 96-4008 (2nd Cir, tiled January 19, 19906), Peti-
tion for review of a Board order dated January 5, 1996,
approving the applications and notices by Chemical Bank-
ing Corporation to merge with The Chase Manhattan Cor-
poration, both ol New York, New York, and by Chemical
Bank to merge with The Chase Manhattan Bank, N.AL, both
ol New York, New York, Petitioners” motion Jor an emer-
geney stay ol the transaction was denied following oral
argunmient on March 26, 1996, ‘The case has been consoli-
dated Tor oral arpument and decision with Lee v, Board of
Ciovernors, No.9S 4134 (2d Clir).

Hotchkiss v Board of Governors, No. 3:96CV7033 (N.D.
Ohio, fifed January 19, 1996). Appeal of order ol bank-
ruptey court granting Board’s motion for summary judg-
ment in adversary proceeding challenging dischargeability
ol Board consent order. On June 21, 1996, appellant filed a
notice ol voluntary dismissal.

Menick v. Greenspan, No. 95-CV-01916 (D, D.C, filed Octo-
ber 10, 1995). Complaint alleging sex, age, and handicap
disciimination in coiployment,

Kune: v, Board of Governors, No. 95- 1495 (D.C. Cir,, liled
September 21, 1995). Petition for review o Board order
dated August 23, 1995, approving the applications of The
Fifth Third Bank, Cincinnati, Ohio, to acquire certain assets
and assutie certain labilities of 12 branches of PNC Bank,
Ohio, N.A. Cinctnnati, Ohio, and to cstablish certain
braiches, The Board™s motion to dismiss was filed on
October 20, 1995,

Lee v Board of Governors, No, 95 4134 (2nd Cur, filed
August 22, 1995). Petition for review of Board orders dated
July 24, 1995, approving cettain steps ol a corporale reorga-
nization of VLS. Trust Corporation, New York, New York,
and the acquisition of ULS. "I'tust by Chase Manhattan



Corporation, New York, New York. On September 12,
1995, the court denied petitioners’ motion for an emerpency
stay of the Board’s orders. The Board's briel” was {iled on
April 16, 1996,

Beckman v, Greenspan, No, 95 35473 (Oth Cir, liled May 4,
1995). Appeal ol disnmissal ol action against Board and
others seeking damages Tor alleged violations ol constitu-
tional and common law rights. The appellants™ briel
was [iled on June 23, 1995; the Board’s brict was filed on
July 12, 1995,

Board of Governors v, Scott, Mise. No. 95 127 (LEFFO/PIA) (D,
D.CL filed April 14, 1995). Application to enforee an ad
ministrative investigatory subpocna for documents and tes
timony. On Auguast 3, 1995, the magistrate judge issued an
order granting in part and denying in part the Board's
application. On September 18, 1995, the intervenor moved
for reconsideration of a portion of the magistrate’s ruling.
On May 6. 1996, the court denied the motion for reconsid-
cration, The intervenors” notice of appeal was filed May 3,
19906.

Money Station, Ine. v, Board of Governors, No, 95 1182
(D.C. Cir, filed Mareh 30, 1995). Petitton Tor review of a
Board order dated March 1, 1995, approving notices by
Bank One Corporation, Columbus, Ohio; CoreStates inan-
cial Corp., Philadelphia, Pennsylvania; PNC Bank Corp.,
Pittsburgh, Pennsylvania; and KeyCorp, Cleveland, Ohio,
1o acquire certain data processing assets of National Clity
Corporation, Cleveland, Ohio, through a joint venture sub-
sidiary. On April 23, 1996, the court vacated the Board’s
order, The Board’s petition lor rehearing and suggestion for
rehearing in bance was lifed on June 7, 1996,

I re Subpoena Duces Tecnn, Misc. No. 95 06 (D.D.C, filed
January 6, 1995). Action to enforce subpocna seching pie-
decisional supervisory documents sought i connection with
an action by Bank ol New Eagland Corporation’s trustec in
bankruptey against the Federal Deposit Insurance Corpora
tion. 'The Board filed its opposition on Janvary 20, 1995,
Oral argument on the motion was held July 14, 1995,

Bourd of Governors v, Pharaon, No. 91-C1V 6250 (S.1D. New

York, filed September 17, 1091). Action to freese assets off

individual pending administrative  adjudication ol civil
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noney penalty assessment by the Board. On September 17,
1991, the court issued an order temporarily restraining the
transler or disposition of the individual’s assets.

FINAL FINFORCEMENT ORDERS ISSUFD BY 11 BOARD
OF GOVERNORS

Gary 5. Missner
New York, New York

T'he Federal Reserve Board announced on June [, {990,
the issuance ol a combined Cease and Desist Order and
Assessinent of a Civil Money Penalty against Gary S,
Missner. a lornier employee ol BT Securities Corporation,
New York, New York, a subsidiary of Bankers Trust New
York Corporation, New York, New York.

TERMINATION OF ENFORCEMENT ACTIONS

The Federal Reserve Board announced on Juie 3, 1990,
the termination of the following enforcement actions:

Bank ol White Sulpliur Springs

White Sulphur Springs, West Virginia
Written Agreement dated February 28, 1992 terminated
May 10, 1996,

Bank Bumiputra Malaysia Berhard
Kuala Lumpur, Malaysia

Written Agrecment dated  April 26, 1991 terminated
May 3. 1996.

Dyer &M Baneshares
Dyer, "Tennessee

Cease and Desist Order dated January 14, 1994
terminated May 3, 1996,
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Membership of the Board of Governors

of the Federal Reserve System, 1913-96

APPOINTIVEE. MEMBERS!

lederal Reserve Date of initial

Namwe

District oath of office
Charles S. Hambin ............ Boston ................ Aug. 10, 1914
Paul M. Warburg, .............. New York oo Aug, 10, 1914
Frederic A Delano ... Chicago ............... Aug. 10, 1914
W.P.G. Harding ................ Adanta ... Aug. 10, 1914
Adolph C. Miller ..............San Francisco ..., Aug. 10, 1914
Albert Strauss ..o New York .o Oct. 26, 1918
Henry A, Mochlenpalr ... Chicago ..o Nov, 10, 1919
Edmund Platt ... New York oo lune 8, 1920
David C. Wills ... Cleveland ..o Sept. 29, 1920
John R. Mitchell .............. Minneapolis .......... May 12, 1921
Milo D. Campbell ... Chicago ............... Mar, 4, 1923
Daniel R, Crissinger ... Cleveland oo May 1, 1923
George R James oSG Lows oo May t4, 1923
Ldward H. Cunningham ... Chicago oo May {4, 1923
Roy A. Young ................. Minneapolis ... Oct. 4, 1927
Fugene Meyer oo New York oo Sept. 16, 1930
Wayland W. Magee............ Kansas City .......... May 18, 1931
Eugene R. Black ... Atlanta ... May 19, 1933
M.S. Szymezak L. Chicago ... June 14, 1933
JJ, Thomas ... Kansas City .......... hine 14, 1933
Marriner S. beeles ............San Francisco ... Nov. 15, 1934
Joseph A, Broderick ... New York .o Feb. 3, 1936
John K. McKee ... Cleveland ... teb. 3, 1930
Ronald Ransom ............... Atlanta ..o I'ch. 3, 1930
Ralph W. Morrison ........... Dallas ..o tieb. 10, 1936
Chester C, Davis ... Richmond ............] lune 25, 1936
trnest G Draper oo New York oo Mar, 30, 1938
Rudolph M. Evans ............ Richmond ............ Mar. 14, 1942
James K. Vardaman, Jr. ...... St Louis ... Apr. 4, 1946
Lawrence Clayton ............ Boston ... Feb, 14, 1947
Thomas B. McCabe .......... Philadelphia .......... Apr. 15, 1948
Lidward .. Norton ............. Atlanta ...............8¢epl |, 1950
Oliver S. Powell .............. Minncapolis ..........Sept. |, 1950
Wm. McC. Martin, Jr. ....... New York ... April 2, 1951
AL, Mills, Jr. .................San Prancisco ... .. fieb. 18, 1952
J.1. Robertson oo Kansas City .......... licb, 18, 1952
C. Canby Balderston ......... Philadelphia .......... Aug. 12, 1954
Paul B, Miller ... Minncapolis .......... Aug. 13, 1954
Chas. N. Shepardson ... Dallas ... Mar. 17, 1955
GAL King, Jr oo Atlanta ... Mar. 25, 1959
George W, Mitehetl oo Chicago ............... Aug. 31, 1061
J. Dewey Daane ... Richmond ............ Nov. 29, 1963
Sherman 1. Maiset ... San Francisco ........ Apr. 30, 1965
Andrew 1. Brimmer ... Philadelphia .......... Mar. 9, 1966
William W. Sherrill ........... Dallas ... May 1, 1967
Arthur ¥ Buns oo New York oo Jan. 31, 1970
John K. Shechan ... .St Louds oo lan. <, 1972
Jeffrey M. Bucher ............San Prancisco ... June 5, 1972
Robert C, Holland ... Kansas City ... Tune 11, 1973
Henry C. Wallich ............. Boston ... Mar, 8, 1974

Philip Ii. Coldwell ............ Dallas ... Oct. 29, 1974

Other dates and intomation elating
o membership?

Reappointed in 1916 and 1926. Served until
Feh. 3, 1936.°

Term expired Aug. 9, 1918,

Resigned July 21, 1918.

Term expired Aug. 9, 1922,

Reappointed in 1924, Reappointed in 1934 from the
Richmond District. Served until Feb, 3, 1936.3

Resigned Mar. 15, 1920,

Term expired Aug. 9, 1920,

Reappointed in [928. Resigned Sept. 14, 1930.

Term expired Mar. 4, 1921.

Resigned May 12, 1923,

Died Mar. 22, 1923.

Resigned Sept. 15, 1927.

Reappointed in 1931, Served until Feb, 3, 19364

Died Nov. 28, 1930.

Resigned Aug. 31, 1930,

Resigned May 10, 1933,

Term expired Jan, 24, (933,

Resigned Aug. 15, 1934,

Reappointed in 1936 and (948, Resigned May 31, 1961,

Served until Feb. 10, 19306.9

Reappointed in 1936, 1940, and 1944, Resigned
July 14, 1951.

Resigned Sept. 30, 1937,

Served unti! Apr. 4, 1946.°

Reappointed in 1942, Diced Dec. 2, 1947,

Resigned July 9, 1936,

Reappointed in 1940, Resigned Apr. 15, 1941,

Served until Sept. 1, 1950.°

Served until Aug. 13, 19543

Resigned Nov. 30, 1958.

Dicd Dec. 4, 1949,

Resigned Mar, 31, 1951,

Resigned Jan, 31, 1952,

Resigned June 30, 1952,

Reappointed in 1956, Term expired Jan. 31, 1970,

Reappointed in 1958, Resigned Feh. 28, 1965.

Reappointed in 1964, Resigned Apr. 30, 1973,

Served through Feb. 28, 1960.

Dicd Oct, 21, 1954.

Retired Ape. 30, 1967.

Reappointed in 1960. Resigned Sept. 18, 1963,

Reappointed in 1962, Served until Feb, 13, 1976.1

Scrved until Mar. 8, 1974}

Served through May 31, 1972,

Resigued Aug. 31, 1974,

Reappointed in 1908, Resigned Nov. 15, 1971,

Term began Feb. 1, 1970, Resigned Mar. 31, 1978,

Resigned June [, 1975,

Resigned Jan. 2, 1976,

Resigned May 15, 1976,

Resigned Dece. 15, 1986,

Served through Feb. 29, 1980
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Name Federal Reserve Buate of initial Other dates and information relating
District oath of ofice to membership?

Philip C. Jackson, Jr. .......... Atlanta ................ July 14, 1975 Resigned Nov. 17, 1978.

J. Charles Partee ............... Richmond ............ Jan. 5, 1976 Served antil Feb. 7, 19806,

Stephen S. Gardner ............ Phitadelphia .......... teb. 13, 1976 Died Nov. 19, 1978,

David M. Lilly ................. Minneapolis .......... June 1, 1976 Resigned Feb. 24, 1978,

G, William Miller .............San Francisco ........ Mar. &8, 1978 Resigned Aug. 6, 1979,

Nancy I Teeters ...l Chicago ..........o.... Sept. 18, 1978 Served through June 27, (984,

FEmmett J. Rice ................ New York ..ol fune 20, 1979 Resigned Dec. 31, 1986.

Frederick H. Schultz .......... Atlanta ................ July 27, 1979 Served through Feb. 11, 1982,

Paul A, Volcker ... Philadelphia .......... Aug. 6, 1979 Resigned August 11, 1987,

Lyle . Gramley ............... Kansas City .......... May 28, 1980 Resigned Sept. [, 1985.

Preston Martin .................8a;n Francisco ... Mar. 31, 1982 Resigned April 30, 19806.

Muartha R, Seger ............... Chicago ... July 2, 1984 Resigned March 11, 1991,

Wayne D. Angell .............. Kansas City .......... Feb. 7, 1986 Served through Feb, 9, 1994,

Manuel 11. Johnson ........... Richmond ............ Feb. 7, 1986 Resigned August 3, 1990,

1. Robert Heller ...............8an Francisco ... Aug. 19, 1986 Resigned July 31, 1989,

Edward W. Kelley, Jr. ......... Dallas ... May 20, 1987 Reappointed in 1990.

Alan Greenspan ... New York ..., Aug. 11, 1987 Reappointed in 1992,

John P LaWare ................ Boston ...l Aug. 15, 1988 Resigned April 30, [995.

David W. Mullins, Jr. ........St Louis ........o... .. May 21, 1990 Resigned Feb. 14, 1994,

Lawrence B. Lindsey ......... Richmond ............ Nov. 26, 1991

Susan M. Phillips .............. Chicago ............... Dec. 2, 1991

Alan S, Blinder ................ Philadelphia .......... June 27, 1994 Term expired Jan, 31, 1996.

Janet L. Yellen ................8an Francisco ... Aug. 12, 1994

Laurence H. Meyer ... St Louis ..o June 24, 1996

Alice M. Riviin ................ Philadelphia ..........] Jlunc 25, 1996

Chairmen® Vice Chairmen

Charles S. Hamlin ........... Aug. 10, 1914 Aug. 9, 1916 l'rederic A, Delano ..., Aug. 10, 1914--Aug. 9, 1916

W.LG. Harding .............. Aug. 10, 1916--Aug. 9, 1922 Paul M. Warburg ............ Aug. 10, 1916-Aug. 9, 1918

Danicl R. Crissinger ........ May 1, 1923-Sept. 15, 1927 Albert Strauss ...l Oct, 26, 1918—Mar. 15, 1920

Roy A. Young ................ Oct. 4, 1927 Aug. 31, 1930 Edmund Platt ................ July 23, 1920-Sept. 14, 1930

Eugene Meyer ... Sept. 16, 1930- May 10, 1933 JJoThomas o, Aug. 21, 1934-Fcebh. 10, 1936

Bugene R, Black ............. May 19, 1933 Aug. 15, 1934 Ronald Ransom .............. Aug. 0, 1936-Dec. 2, 1947

Marriner S, FEccles ........... Nov. 15, 1934-Jan. 31, 1048 C. Canby Balderstou ........ Mar. 11, 1955-Fch. 28, 1966

Thomas B, McCabe ......... Apr. 15, 1948 Mar. 31, 1951 J1. Robertson ... Mar. 1, 1966--Apr. 30, 1973

Wim. McC. Martin, Ji. ...... Apr. 2, 1951-Jan. 31, 1970 George W. Mitchell ... May 1, 1973-Feb. 13, 1976

Arthur I, Burns .............. teb. 1, 1970 -Jan. 31, 1978 Stephen S, Gardner ... Feb, 13, 1976-Nov. 19, 1978

G. William Miller ........... Mar. 8, 1978--Aug. 6, 1979 Frederick H. Schultz ........ July 27, 1979 Lbeb. 11, 1982

Paul A. Volcker .............. Aug. 6, 1979--Aug. 11, 1987 Preston Martin ............... Mar. 31, 1982--Apr. 30, 1980

Alan Greenspan ............. Aug. |1, 1987 Manuel H. Johnson ......... Aug. 4, 1986-Aug. 3, 1990
David W. Mullins, Jr. ... fuly 24, 1991 -ticb. 14, 1994
Alan S, Blinder ... June 27, 1994-Jan. 31, 1996
Alice M, Rivlin ..............] June 25, 1996 -

EX-O1rricio MiEMBERS!

Secretaries of the Treasury Comptrollers of the Currency

W.G. McAdoo ............... Dec. 23, 1913 Dec. 15, 1918 John Skelton Williams ... teb, 2, 1914-Mar. 2, 1921

Carter Glass .................. Dee. 16, 1918 -Feb. 1, 1920 Danicl R, Crissinger ........ Mar. 17, 1921-Apr. 30, 1923

David F. Houston ............ feh. 2, 1920 Mar. 3, 1921 Henry M. Dawes ... May [, 1923-Dec. 17, 1924

Andrew W, Mellon .......... Mar. 4, 1921- Feb. 12, 1932 Joseph W. Mclntosh ........ Dec. 20, 1924- Nov. 20, 1928

Ogden L. Mills .............. Feb. 12, 1932-Mar. 4, 1933 JW.Pole ...l Nov. 21, 1928 Sept. 20, 1932

William H{. Woodia ......... Muar, 4, 1933~ Dec. 31, 1933 JIET. O'Connor ..o, May 11, 1933—-1li¢ch. 1, 1936

Henry Morgenthau Jr. ... Jan. [, 1934 -Feb. 1, 19306

(. Under the provisions of the original Federal Reserve Act, the Vederal ive members in oltice on the date of that act shoutd continue to serve until Feb. 1,

Reserve Board was composed of seven members, including five appointive
members, the Secretary of the Treasury, who was ex oflicio chainman ol the
Board, and the Comptroller of the Currency. ‘The original eom of office was ten
years, and the five origmal appomtive members had terms ol two, four, six,
cight, and ten years respectively. In 1922 the number of appotitive members was
increased to six, and in 1933 the teum of office was mereased Lo twelve years.
The Banking Act ol 1935, approved Avg. 23, 1935, changed the name of the
Federal Reserve Board to the Bowd of Governos of the Federal Reserve System
and provided that the Boad should be composed ol seven appoiutive members;
that the Secretaty of the Trieasury and the Comptrolier of the Curreney should
continte (o serve as wmembers untit Feb, 1, 1936 that the  appoint-

1936, or unnl their suceessots were appomted and had qualified; and that
thercalter the eims ol members should be fourteen years and  that  the
designation of Charrman and Viee Chainman of the Boatd should be for o term of
lour years.

2. Date atter words V' Resigned” and “Retired”™ denotes final day of service.

3. Successor took ofhee on this date.

4. Chairman and Vice Chairman were designated  Governor and - Viee
Governor before Aug. 23, 1935

5. Sewved as Chaitman Pro ‘Tempore from February 3, 1948, 10 Apiil 15,
1948,

6. Scrved as Chairman Pro Tempore from Macch 3, 1996, to June 20, 1996.



Combined Financial Statements
of the Federal Reserve Banks

The financial statements of the Federal Reserve Banks were audited by Coopers &
l.ybrand, independent public accountants, for the year ended December 31, 1995

Coopers & Lybrand L.L.P.

Coopers
&Lybrand

@ profiess onal services fum
REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Governors of The Federal Reserve System
and the Board of Directors of The Federal Reserve Banks:

We have audited the accompanying combined statcment ol condition of The
Federal Reserve Banks (the “Reserve Banks™) as of Decentber 31, 1995, and the related
statements ol income and changes in capital for the year then ended. These financial
statements are the responsibility of the Reserve Banks” management. Our responsibility
is to express an opinion on the financial statements based on our audit,

We conducted our audit in accordance with generally accepted auditing standards,
Those standards require that we plan and perform the audit to obtain reasonable
assurances about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclo-
sures in the financial statements. An audit also includes assessing the accounting,
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

As discussed in Note 3, the combined financial statements were prepared in
conformity with the accounting principles, policies, and practices established by the
Board of Governors of The Federal Reserve System. These principles, policies, and
practices, which were designed to meet the specialized accounting and reporting needs
of 'The Federal Reserve System, are set forth in the Financial Accounting Manual for
Federal Reserve Banks and constitute a comprehensive basts of accounting other than
generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the combined financial position of the Reserve Banks at Deceinber 31,
1995, and combined results of their operations lor the year ended, on the basis of
accounting desceribed in Note 3.

This report is intended solely for the information and use of the Board of
Governors of 'The Federal Reserve System and the Boards of Directors and management
ol The Federal Reserve Banks, and should not be used for any other purpose.

Q%_ y %Lﬂ///

Washington, D.C.
March 22, 1996




I'EDERAL RESERVE BANKS
COMBINED STATEMENT OIF CONDITION
December 31, 1095
(in millions)
ASSETS
GOI CCITIICHICS Lo e e e e $ 11,050
Special drawing rights cettificates ..o 10,168
G0 T RO 425
ltems in process ol collection ... 4,769
Loans Lo depository institutions 135
U.S. government and federal agency securities, net 390,491
Investments denominated in foreign currencies ... . 21,099
Accrued 1nterest reccivable Lo 4,101
Bank premises and equipment, nel ..o 1,646
[0 T T T T { P 1,271
Ol SSCIS Lot e e e $451,155
[JABILITIES AND CAPITAL
LiaB rries
Liederal Reserve notes outstanding, NCL ..o e $400,935
Deposits
DICPOSIOry ISUIULIONS ..o e 29,6011
ULS. Treasury, general aCCOUNL .o 5,979
Oher deposits oo 669
Deferred Credil TLCIS oo e 4,538
Interest on Federal Reserve notes due U, Treasury 650
Accrted DENCIIL COSE vt 672
OLher Babil s L 169
Total abilities oo 443,223
CAPITAL
Capital paid-111 L 3,960
Surplus oo 3,966
Total capital L 7,932
Total liabilitics and capital ... $451,155
The accompanying notes are an integral part of these financial statements.
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FEDERAL RESERVE BANKS
COMBINED STATEMENT OF INCOME
for the year ended December 31, 1995

(in millions)

Interest income

Interest on ULS. government SCCUIHES ..oiii i, $23,826
Interest on foreign currencies ............... 784
Interest on loans to depository institutions I
Total ICIESTINCOME Lottt e 24,621
Other operating income
INCOME TOM SCIVICES o e 739
Reimbursable services to government agencics ..o 221
Horeign curreney Zains, NEt ... 1,005
Government SeCUritiecs gaing, NCL ..o 6
Other income 56
Total other operating inCoME ... e 2,027
Operating expenses
Salaries and other benefits 1,226
Occupancy expense .. 165
Equipment expense 243
Cost of unreimbursed Treasury SCIVICES oo, 38
Assessments by Board of Governors 532
OLRCT CXPEIISCS Lo e 452
Total OPerating CXPENSES ..o e 2,656
Income before cumulative effect of accounting change ...l 23,992
Cumulative effect of change in accounting principle ..., (89)
Net income prior to distribution ..., $23,903
Distribution of net income
Dividends paid to member banks ... $ 231
Transferred tO SUPIUS oo e 283
Payments 1o US. Treasury oo 23,389
$23,903

The accompanying notes are an integral part of these financial statements,
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EDERAL RESERVE BANKS
COMRBINED STATEMENT OF CHANGES IN CAPITAL
for the year ended December 31, 1995
(in millions)
Capital Total
paid-in Surplus capital
Balance at December 31, 1994
(73.67 million shares) ..., $3,083 $3,683 $7,360
Net income transterred
tosurplus o C 283 283
Net change in capital stock
issued (5.66 mitlion shares) ..o 283 283
Balance at December 31, 1995
(79.33 million shiwes) ..o $3,9066 $3,906 $7,932
The accompanying notes are an integral part ol these linancial stalenients.
NOTES TO COMBINED FINANCIAL STATEMENTS OF THE FEDERAL RESERVE BANKS, DEcEMBiRr 31, 1995

1) ORGANIZATION AND BASIS OF PRESENTATION
(

The twelve ederal Reserve Banks (Reserve Banks) are part ol
the Federal Reserve System (Systeny) created by Congress under
the Federal Reserve Act of 1913 ('ederal Reserve Act) which
established the central bank ol the United States. The Reserve
Banks are federal instiunentalities chartered by the federal gov-
crnment and possess a unique set of governmental, corporate, amd
central bank characteristics. Other major clements of the System
arc the Board of Governors of the Federal Reserve System (Board
of Governors), the lederal Open Market Committee, and the
Federal Advisory Council. The Reserve Banks are not subject to
federal o state income taxes.,

Although the Reserve Banks are chartered s independent
organizations overseen by the Board of Governors, the Reserve
Banks work jointly to carry out their statutory responsibilitics.
The majority of the assets, liabilities, and income of the Reserve
Banks is derived from central bank activitics and responsibilities
with regard to monetary policy and currency. For this reason, the
accompanying combined set of financial statements for the twelve
independent Reserve Banks is prepared, adjusted to climinate
interdistiict accounts and transactions.

Corporate Structure

The Reserve Banks serve twelve Federal Reserve Districts nation
wide. In accordance with the Federal Reserve Act, each Reserve
Bauk has a corporate stiucture with supervision and coutral
exercised by a Board of Dircetors chosen partly by nomination
and election by member banks and partly by the Board of Gaover-
nors. Banks that are members of the System inctude all national
banks and any state-chartered bank that clects to become a
member.

Bouard of Directors

The Federal Reserve Act specilies the composition of Reserve
Bank boards of dircctors. Each boacd is commposed ol nine mem-
bers serving, three-year terms: theee directors, including those
designated as Chairman and Deputy Chairman, are appointed by
the Board ol Governors; and six directors are clected by member
banks. Of the six clected by member banks, three represent the
public and three represent member banks. Member bunks are
divided into three classes according to size. Member banks in
cach class elect one director representing menber banks and one
representing the public. Inany clection of directors, cach member
bank receives one vote, regardless of the numiber of shares of
Reserve Bank stock it holds.

(2) OPERATIONS AND SERVICES

The System performs a variety of services and operations. Fune-
tions include Tormulating and conducting moncetary policy; partici-
pating actively in the payments mechanisn, inclwding farpe-dollar
transfers of funds, antomated clearing house operations, and check
processing; distribution ol coin and currency; fiscal agency func-
tions for the ULS, "Freasury and certain federal agencies; serving as
the federal govermnent’s baok; providing short-term loans o
depository institutions; serving the consumer and the community
by providing cducational materials and inlornation regarding
consumer laws; supetvising bank holding, companies and state
member banks; and administering other regulations of the Board
of Governors. The Board of Governors” operating costs are funded
through assessments on the Reserve Banks.



784 Pederal Reserve Bulletin [ 1 August 1996

(3) SIGNIFICAN'T ACCOUNTING POLICHES

In carrying out various responsibilities as the nation’s central
bank, the Reserve Banks paiticipate in activities that result in
income, particularly interest incomne from securities held in the
System Open Market Account (SOMA). “The income is incidental
to the Reserve Banks” public responsibilitics and does not moli-
vate activities or policy decisions, Specialized accounting prin-
ciples Tor entitics with the unigue powers and responsibilities off
the nation’s central bank have not heen formulated by the Finan-
cial Accounting Standards Board. The Board ol Governors has
developed specialized accounting principles and practices that it
believes are appropriate lor the significantly different nature and
{unction of a central bank as compared to the private sector. These
accounting principles and practices are generally docuniented in
the Financial Accounting Manual for Federal Reserve Banks (1he
Financial Accounting Manual), which is published by the Board
ol Governors. All Reserve Banks are required to adopt and apply
accounting policies and practices that are consistent with the
Financial Accounting Manual, 'Fhe limancial statements have been
prepared in accordance with the Financial Accounting Manual,
Differences exist between the policies of the Systen and generally
accepted accounting principles (GAAP). The primary difference
is the presentation of all seearity holdings at amottized cost rather
thatr at the fair value presentation requirements of GAAD,
Accounting policies and practices for LS. government and fed-
cral agency securities and investments denominated in foreign
curtencies are further deseribed in note 3(D). In addition, the
Board of Governors and the Reserve Banks have celected not to
include a Statenent of Cash Flows, as the liquidity and cash
position of the Reserve Banks are not ol primary concern to the
shareholders and other users ol these financial statements. Other
information regarding the Reserve Banks' activities is provided,
or nuay be derived fron, the Statenients of Condition, Income, and
Changes in Capital. Theretfore, a Statement of Cash IFlows would
not provide any additional usctul information, There are no other
sipnificant differences between the policies outlined in the Finan-
cicl Accounting Manual and GAAP, The preparation of financial
stutements in contormity with the Financial Accounting Manual
requires management (o make estimates and assumptions that
affect the reported amounts of assets and Habifitics and disclosure
ol contingent assets and liabilities at the date of the financial
statements and the reported amounts ot income and expenses
during the teporting period. Actual results could differ from those
estimates. Unigue accounts and significant accounting policies are
explained below.

(A) Gold Certificates

The Secretary of the Treasury is authorized to issue gold certifi-
cates o the System to monetize pold held by the ULS. Freasury.
Payment lor the gold certificates by the Reserve Banks is made by
crediting equivalent amourtds - dollars ito the account estab-
lished tor the ULS. Treaswy. These pold certiticates held by the
Reserve Banks are required to be backed by the gold of the U.S,
Treasury. The ULS. Treasury may reacquire the gobd certificates at
any time, and the Reserve Banks muost deliver them to the ULS.
Treasury. At such time, the US, Treasury’s account is charged
and the Reserve Banks” gold certificate account is lowered. The
value of gold for purposes ol backing the gold certilicates is set by
law at $427% a ine troy ounee.

(B) Special Drawing Rights Certificates

Special drawing nghts (SDRs) are issued by the International
Monctary Fund (the Fund) to its members in proportion to cach
member’s quota in the Fund at the time ol issuance. SDRs serve
as a supplement o international monctary reserves and may be
transferied trom one national monetary  authority to another.
Under the law providing for U.S. participation in the SDR system,
the Scerctary of the U.S. ‘Treasury is authorized o issue SDR
certificates, somewhat like gold certificates, to the Reserve Banks.
AL such time, equivalent amounts in dollars are credited 1o the
account established for the ULS. Treasury, and Reserve Banks’
SDR certificate account is increased. The Reserve Banks are
required to purchase SDRs, at the direction of the ULS. Treasury,
for the purpose ol financing SDR certificate acquisitions or for
financing exchange stabilization operations.

(CY Loans to Depository Institutions

The Depository [nstitutions Deregulation and Monctary Control
Act of 1980 provides that all depository institutions that maintain
reservable transaction accounts or nonpersonal time deposits, as
defined in Regudation 1 issued by the Board of Governors, have
borrowing privileges at the discretion ol the Reserve Banks.
Borrowers execute certain lending agreements and deposit sulfi-
cient collateral before credit is extended. Voans are evaluated for
collectibility, and currently all are considered collectible and fully
colfateralized. H any loans were deemed (o be uncollectible, an
appropriate reserve would be establishied. Interest is recorded on
the acerual method and is charged at the discount rate established
at least every lourteen days by the Boards of Directors ol the
Reserve Banks, subject to review by the Board of Governors.
However, Reserve Banks retain the option to impose a surcharge
above that rate in certain circumstances.

(D) US. Government and Federal Agency Securities and
Investments Denominated in Foreign Currencies

The Federal Open Market Committee (FOMCY) is composed of
menibers of the Board of Governors, the president of the Federal
Reserve Bank of New York (FRBNY), and, on a rotating basis,
four other Reserve Bank presidents. The FOMC has designated
the FRBNY (o exceute open market transactions on its behalll The
FOMC establishes policy regarding open market operations, over-
sees these operations, and issues authorizations and directives to
the FRBNY for its execution ol transactions. Authorized transac-
tion types include direct purchases and sales of sceuritics, matched
sade- purchase transactions, and the purchase of sccurities under
agreements for repurchase, These transactions are conducted in
U.S. government and federal agency seeurities.

Specilically, the FRBNY provides or absorbs reserve deposits
ol depository institutions by purchasing or selling government
seeurities 1espectively in the open market. While the application
of current market prices o the securitics currently held by the
Reserve Banks may result in values substantially above or below
their carrying valoes, these unrealized changes in value would
have no necessaiy elleet on the quantity of reserves available (o
the banking system or on the prospects for future Reserve Bank
carnings or capital.

In addition to conducting outright sales and purchases ol secu-
rities, FRBNY ix also authorized by the FOMC to enter into
matched sale purchase transactions. These are generally over-
night transactions in which FRBNY sclls a sceurity and buys it



back the next day at the rate specified at the conumencement of the
transaction. ‘These transactions are accounted for as separate sale
and purchase transactions. At December 31, 1995, malched sale
purchase transactions involving U.S. povernment seeurities witl a
par value of $12.3 billion were outstanding.

In addition to authorizing and directing operations in- the
domestic sceurities market, the FOMC anthorizes and directs the
FRBNY to execute operations in foreign exchange markets for
major currencies and 1o invest the resulting balances, to the extent
possible, inassels with aturitics of twelve months or less,
Balances and changes in balances arise from transactions (o
counter disorderly conditions in exchanpe markets and other
needs speeified by the FOMC in canying out the Systeni’s central
bank responsibilities.

The above activitics result in fncome lor the Reserve Banks.
Although the resulting portiolio generates interest income and the
transactions can result in gains or losses when holdings are sold
prior to maturity, decisions regarding the securitios and foreign
currencies, including their purchase and suale, are motivated by
maonetary policy objectives tather than profit. Accordingly, carn-
ings and any gains or losses resulting [rom the sales of such
currencies and secutities are incidental to the open market opera-
tions and do not motivate its activitics or policy decisions.

lu order to ensure the effective conduct ol open market opera-
tions, the FOMC authorizes the Reserve Banks to lend ULS.
povernment seeurities held in SOMA (o ULS. government seeuri-
ties deaders and to banks participating in VLS, government seeuri-
tics clearing arrangements conducted througly a Reserve Bank,
under such instructions as the FOMC may specify [rom time (o
time. At December 31, 1995, LS, government seeurities with a
par value of $1.1 billion were loaned. These seeuritics-lending,
transactions are fully collateralized by other US. government
seeurities. It is the FOMC's policy to take possession of the
collaleral in amounts in excess of the market values ol the
securities loancd, ‘The market values ol the collateral and the
securities loaned are monitored by the Reserve Banks on a daily
basis, with additional collateral obtained as necessary. The seeuri-
ties lent continue o be catried in SOMA. Income carned by the
Reserve Banks on securitios lending transactions is reporled as
“Other income.”

In accordance with the Federal Reserve Act, and as hurther
explained in note 3(1), all domestic securities and investments
denominated in lorcign cwrrencies are available as collateral tor
et Federal Reserve notes outstanding. At December 31,0 1995,
seeuritics with a par value ot $379.7 billion were pledged as
collateral.

(1) Bank Premises and Fguipment

Bank premises aud equipment are stated at cost less accumulated
depreciation. Depreciation is caleulated on a straight line basis
over cstimated useful Tives of assets ranging from two 1o filty
years. New assels, major alterations, renovations, and improve-
ments are capitalized at cost as additions to (he asset accounts.
Maintenance, repairs, and minor replacements are charged to
operations in the year incurred.

(F) Federal Reserve Notes

lederal Reserve notes are the circulating, cutrency ol the United
States, ‘These notes are issued through the various Federal Reserve

ageuts to the Reserve Banks upon deposit with such agents ol

certain classes of collateral security, typically U.S. government
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seeurities. These notes are identitied as issued o a speceitic
Reserve Bank. The Federal Reserve Act provides that the collat
eral security tendered by the Reserve Bank to the Federal Reserve
agent must be equal 1o the sum of the notes applicd Tor by such
Reserve Bank. The collateral value is equal to the par value of the
seeurities tendered. The Board of Governors may, at any time, call
upon a Reserve Bank for additional sceurity to adequately collat-
cralize the Pederal Reserve notes. 'To satisly the obligation to
provide sulficient collateral {or its outstanding, Federal Reserve
notes, the Reserve Banks have entered into an agreement that
provides that certain assets ol the Reserve Banks are jointly
pledged as collateral tor the ederal Reserve notes of all Reserve
Banks. [n the event that this collateral is insufficient, the Act
provides that Federal Reserve notes become a first and paramount
licn on all the assets ol the Reserve Banks. Finally, as oblipations
of the United States, Federal Reserve notes are backed by the full
faith and credit of the US. povermmient. The Federid Reserve
notes oulstanding, net account represents Federal Reserve notes
reduced by cash held in the vaults of the Reserve Banks.

(G Capital Paid-In

The Federal Reserve Act requires that cach member bauk sub-
seribe o the capital stock of the Reserve Bank inan amount equal
to 6 percent of the capital and sarplus of the member bank. As a
mentber bank’s capital and surplus changes, its holdings of the
Reserve Bank’s stock must be adjusted. Member banks are those
state-chattered banks that choose to join the System and all
national banks. Carrently, only one-hall” of the subscription is
paid-in and the remainder is subject to call, These shares are
nonvoling witlt a par value of $100. They may not be translerred
or hypothecated,

By law, cach member bank is entitled to receive an annual
dividend ol 6 pereent on the paid- b capital stock, This camulative
dividend is paid scemiannually. A member bank is liable for
Reserve Bank liabilitics up to twice the par value of stock sub
scribed by it

(M Swurplus

The Board of Governors requites Reserve Banks (o maintain a
surplus equal to the wmount of capital paid-in as of Decenber 31
ol the prior year. This amount is intended o provide additional
capital and reduce the possibility that the Rescrve Banks would be
required to call on member banks for additional capital. Reserve
Banks are required by the Board of Governors to transler to the
LS. Treasury excess earnings, alter providing Tor the costs of
operations, payment ol dividends, and reservation of an amount
neeessary (o equate surplus with capital paid-in, as payment of
interest on Lederal Reserve notes outstanding, In the event of
losses, payments o the US, Preasury are suspended antil such
losses are 1ecovered throuph subsequent carnings. Weekly pay-
mends Lo the US. Treasury vary signilicantly.

(1) Cost of Unreimibursed Treasary Services

Reserve Banks are required by the Federal Rescive Act to serve as
fiscal agents and depositories of the United States. By statute, the
Department ol the “Treasury is permitted, but not required, to pay
for these services. The costs of providing fiscal agency and
depository services o the ‘Treasury Department that have been
billed but will not be paid are reported as the *Cosi of unreim-
bursed ‘T'reasury services.”
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() Accounting Change

Eiftective January 1, 1995, the Financial Aceonnting Manual was

changed to require that Reserve Banks use the acerual method of

accounting to recognize the obligation to provide benefits to
former or inactive employees consistent with Statement of Finan-
cial  Accounting  Standards  (SFFAS) No. 112, “Employers’
Accounting for Postemployment Benefits.” Prior to 1995, the
Reserve Banks recognized costs for postemployment benefits
when paid. The comulative eftect of this change in accounting tor
benefits was recognized by the Reserve Banks as a one-time
charge to expense ol $54.8 million. Additionally, the Reserve

Banks recognized an increase in 1995 operating expenses of

approximately $4.7 million, net ot a one-titne credit of $1.5 mil-
lion that reftects the cffect of a special carly retirement benefit
oftered by one District during 1995,

Fiffective January 1, 1995, the Reserve Banks also began aceru-
ing a liability for employces’ rights to receive compensation for
future absences consistent with SFAS No. 43, “Accounting for
Compensated Absences.” Prior to 1995, the Reserve Banks recog-
nized these costs when paid. The cumulative eftect of this change
in accounting for compensated absences was recognized by the
Reserve Banks as o one-time charge to expense of $19.3 miflion.
Ongoing operating expenses for the year ended December 31,
1995, were not materially allected by the change in accounting, for
these costs.

Eitective January |, 1995, the Reserve Banks hegan recogniz-
ing impairment losses consistent with SEFAS No. 121, “Account-
ing for the Impairment ol Long-Lived Asscts and for Long-Lived
Assets to Be Disposed Of Prior to 1995, the Reserve Banks did
not recognize impairment losses. The cumulative effect of this
change in accounting for impairment losses was recognized as a
one-time charge o expense of $14.5 million. The impairment loss
represented the impairment in value of certain bank buildings.
Fair value of the buildings was based on management’s estimate

of arket value. The impairment recognized was a result of

management’s intention to relocate and resulted trom structural
detects and asbestos. An additional impairment loss was recog-
nized during 1995, as discussed in note 6.

(4) U.S. GOVERNMENT AND FEDERAL AGENCY
SECURITIES

Securities bought outright and held under repurchase agreements
are held in the SOMA at the FRBNY. These securities are
recorded at cost on a scttlement-date basis, adjusted for the
amortization of premiums and accretion of discounts. Interest
income is recorded on the accrual method and is reported as
“Interest on U.S. government securities.” Gains and losses result-
ing from sales of securities are determined by the specific identifi-
cation method and are reported as “Government securities gains,
net.”’

Securities held at December 31, 1995, that were bought out-
right were as follows (in thousands):

Par value

Federal agenicy o0 oo $ 2,633,995
LS. Treasury

Bills oo 183,115,712
NOECS o e e 151,013,150
Bonds oo 44,068,604
Total par value oo o 380,831,401
Unamortized premiums ..o 4,508,183
Unacereted discounts .o oo o (3,477,093)
$381,862,551

Securities held under repurchase agreements at December 31,
1995, were as follows (in thousands):
Par value

Pederal ageney oo $ 1,100,000
LS Treasuny oo 12,762,000

Totat parvalue _oooo 13,862,000
Unamortized premivms .« 902,643
Unacereted discounts . ...oo o (136,641)

$14,628,002

The maturities of investment sccurities held at December 31,
1995, that were bought outright were as follows (in thousands):

Par value

U.s. Federal
Maturities of government agency
securities held securilies obligations

Withan ISdays ... $ 7,580,014 $ 240,000

16 days o 90 days . 03,738,368 474,000
Ol daysto 1 yem ..., 123,216,569 527,295
Over | year to S yewrs 85,272,558 840,950
Over 5 years 1o 10 yean 31,469,096 520,750
Over f0yems (oo oo oo 36,920,857 25,000

Total oo $378,197,466 $2,633,995

The maturities of all repurchase agreements are fifteen days or less.

(5) INVESTMENTS DENOMINA I'ED IN FOREIGN
CURRENCIES

The FRBNY, on behall of the Rescerve Banks, holds foreign
currency deposits and government debt instruments denominated
in forcign currencies with foreign central banks and the Bank for
International Scttlements. Investments denominated in forcign
currencies are limited to maturitics of one year or less and are
accounted for at cost on a settlement date basis, adjusted for
amortization of premiums and aceretion of discounts. Forcign
currency-denominated assets of the Reserve Banks are revalued
monthly at current market exchange rates in order to report these
assets in ULS. doltars, with any gains or fosses reported as “For-
eign currency gains, net.” Interest income is recorded on the
accrual basis and is reported as “Interest on foreign currencies.”
These investments are guaranteed as to principal and interest by
the Toreign governments or are contracts with the central banks or
the Bank for International Settlements.

During 1995, the FRBNY was authorized to hold balances of,
and to have outstanding spot and forward contracts 1o receive or
to deliver, the following foreign currencies:



Italian lire

Japanese yen
Mexicun pesos
Netherlands guilders

Austrian schillings
Belgian francs
Canadian dollars
Dyanish kroner
Pounds sterling
French francs
German marks

Norwegian kroner
Swedish kroner
Swiss fraucs

In addition, at the direction of the BFOMC, the FRBNY is
authorized to maintain eciprocal cwrrency arrangements (17X
swiaps) for SOMA for periods up (o a maximun of twelve months
with the following forcign central banks:

Amount of arrangement
(naillions of dollars

Foreipn central bank cquivalent)
Austrian National Bank .......0 .00 0 Lo $ 250
National Bank of Belgium ... . 1,000
Bank of Canada .......... 2,000
National Bank of Denniark 250

Bank of Bugland ........... o LT 00

Bauk of France ....... 2,000
Gierman Federal Bank . .00 0 o 6,000
Bank of ltaly . 3,000
Bank of Japan ... 5,000
Bank ol Mexico 6,000!
Netlierlands Baak 500
Bank of Notway .. 250

Bank of Sweden ..., .. o o o 300
Swiss National Bank ... . ..o oo 4,000

Bank for nternational Settlemnents:
Dollars against Swiss bances ..., ., L e 600
Dollars against authorized Buropean curiencic:

other than Swiss franes oo Lo

P The swap artangement with the Bank of Mexico consisted of a regular
$3 billion line and a special temporary $3 billion line, The special line expired
on January 31, 1996, As of December 31, 1995, the Bank of Mexico had
$6350 mithon outstanding under 1ty facility; however, this amount wis iepaid
Januiry 1996,

In connection with its loreign curtency activities, the FRBNY,
on behalt of the Reserve Banks, enters o contracts that may
involve oft-balance-sheet market risk and credit risk because they
may represent contractual commitments mvolving future settle-
ment. The eredit risk is controlled through credit approvals, limits,
and daily monitoring procedures.

Foreign exchange contracts are contractual agreements between
two parties 1o exchange specified currencies, at o specified price,
on a specified date. Spot foreign contracts normally settle two
days after the trade date, whereas the settlement date on forward
contracts is negotiated between the contracting parties but will
extend beyond two days from the trade date. FRBNY generally
enters into spot contracts, with any forward contracts generally
limited to the second leg ol a swap/warchousing trunsaction. As of
December 31, 1995, the Reserve Banks hid no open foreign
exchange contracts exeept as noted below.

An F/X swap arrangement is & renewable, short-term reciprocal
currency atrangement, generally for up to one year, between two
parlics, the FRBNY, on behalf ol the Reserve Banks, and an
authorized foreign central bank, who agree to exchange their
currencies up (o a prearranged maximum amount and for an
agreed upon period of time. These arrangements give the Pederal
Reserve temporary aceess o the foreign currencies that it needs
for intervention operations to support the dollar or give the partne
foreign central bank temporary access o dollars it needs to
support its own currencies. Drawings under the F/X swap arrange
ments can be initiated by cither the FRBNY or the partner foreign
central banks. ‘The /X swaps are structured so that the party
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initiating the transaction (the drawer) bears the exchange rate risk
upon maturity. ‘The FRBNY will generally invest the foreign
currency received under an F/X swap in interest-bearing instru-
ments. As ol December 31, 1995, there was an open F/X swap of
$650 million, which was diawn at the direction of a foreign
central bank. Interest income on the resulting foreign currency
holdings is accrued and repotted as “Interest on foreign curren-
cies.” Unrealized gains and losses on revaluation of (he resulting,
currency holdings are reported as a component of “Other asscts,”
since there is no exchange rate risk to FRBNY at maturity of the
/X swap.

The FOMC has an agreement (o “*warchouse™ foreign curren
cies for the VLS. Freasury and the Hxchange Stabitization Fund
(ESE). This is an arrangement under which the FOMC agrees o
exchange, at the request of the Treasury, U.S. dollars for Toreign
currencies held by the Treasury or BSE over a limited period of
time. 'The purpose of the warchousing (acility is to supplement the
U.S. dollar resources of the Treasury and LSE (or financing
purchases of foreign currencies and related international opera
tions. As of December 31, 1995, this facility was $20 billion, with
nothing outstanding,.

(6) BANK PREMISES AND HQUIPMENT

A summary of bank premises and equipment at Decetber 31,
1995, is as lollows (in millions):

Bank premises

T N T (4
Buildmgs ... L K¥3
Building machinery and equipment ..o . 231
CONSUHCTON I PIOEICSS Lot s i 129
1410

Fess accumulated depreciation .. o0 J 284
Bank preniises, nel oo 0 0 $1,126
Furnuture and equipnient . . o R IR 2
Less accumulated depreciation ..o 0oL B 672
Furniture and equipment, net . o000 0 oo $ 500
Bauk premises and equipment, net . oo o o $1,046

Depreciation expense Tor the year ended December 31, 1995 was
$ 180 million.

Bank premises and equipment include the following amounts
for leases that have been capitalized (in millions):

RBank premises and equipment .. L o0 o L $92.5
Accumulated depreciation ..o L 29.0
Capitalized feases, neU oo oo L e e 03

Certain ol the Reserve Banks fease unused space to outside
tenants, Those leases have terms ranging from one to lifteen
years., Rental income [tom such leases was $16 million in 1995,
Future minimum fease payments under agreements existing, at
December 31, 1995, were (in thousands):

1996 .. Y RALE
1997 11,846
1998 10,366
1999 . 9,225
2000 . o . .. 8,954
Thereafter oo oo 0L 19,227

$72,570

During 1995, one Reserve Bank recognized impairment losses
ot $16.3 million on the value of bank buildings. Fair value of the
buildings was based on appraised value. The impairment was
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recognized as a result of management's intention to relocate and
resulted from a genceral decline inreal estate values in the areain
which the butldings were Tocated. This loss is included on the
Statement of Income as i component of “Other expenses.”

(7) COMMIIMENTS

At December 31, 1995, the Reserve Banks were obligated under

noncancelable leases Tor premises and equipment with terms,
including renewal options, ranging from one lo approximalely
twenty-cight years. These leases provide for increased rentals
based upon increases inoreal estale taxes, operating costs, or
selected price indices.

Rental expense under operating leases for certain operating
facilitics, warchouses, data processing, and olfice equipment
(including taxes, insurance, and maintenance when included in
rent), net of sublease rentals, was $04 million in 1995, Certain ol
the Reserve Bunks” feases have options (o renew.

Fature minimum rental payments under capital eases and non-
cancelable operating leases, net of sublease ventals with terins of
one year or more, al December 3, 1995, were (in thousands):

Oprerating Captal

oo . e e e $I8,121 S Lo
1997 ... B.O87 $,878
1998 .. 16,518 1,337
1999 ... . 11,987 122
2000, .. .. e e e 14,375
Thereafter .. 0 0 00 0 13,924 .o
$96,012 S10018

Anounts tepresenting tuterest ..o L0 L0 053
Present vakie of net mnimuny

lease payments 0 L0 L Lo $ 9305

The Reserve Banks had the following other material connnit-
nients and long-terin obligations at December 31, 1995:

Contractual  commitiments and long-term obligations totaling
$258.2 million through 1999 for the land, constraction, relo-
cation, and other costs related to new buildings. As of
December 31, 1995, $70.1 million of this amount was
recognized.

Contractual commitments totaling. $81.3 mitlion through 1996 for
the purclise of high-speed currency processing machines.

(8) RETIREMENT AND THRIFE PLANS

Substantially all of the Reseive Banks” employees participate in
the Retirement Plan tor Employees of the System. The System’s
plan is a delined benefit plan which covers employees of the
Reserve Banks, the Board ol Governors, and the Plan Administra-
tive Office. Benefits are based on fength of service and level of
compensation. FRBNY acts as the plan sponsor, The prepaid
pension cost s reporled as a component ol Other assets, The
prepaid pension cost includes amounts related to Board off Gover-
nors participation in the plan.

Contributions (o the System’s plan are actuarially determmed
and fully funded by participating employers at amounts prescribed
by the Plan Administiator (with the exception of o mandatory
contribution of 7 pereent of salary by employees of the Board of
Governors), No separate accounting: is maintained ol assets con

tributed by the panticipating cmployers, and net peasion costs for
the period s the required  contiibution  for the  period.

Folowing is a reconciliation between the plan’s Tunded status
and amounts included in the Reserve Banks’ balance sheet at
December 31, 1995 (in millions):

Accnmulated benetit obligation

Vested oo L s s $ 1,679
Nonvested cooocoo0 Lo Lo 01
Total oo Lo b 1770

Plan assets at laie value, prmanly listed stocks and bonds . b 3628
Fesss Actuatial present value of projected benefit obligation ... (2,13
Plan assets inexeess of projected heneli obligation oo 1,498
I esst Uneecoginzed net tansition obhgation oo e 212
Umiecognized netgain ooooooo0 0 B 606
Unrecognized pror seivice cost oo oo 0 (150)
Prepand pensioncost o0 00 L0 L0 L L S 776

Costs were projected using @ 7 percent discount rate. The rate
ol compensation increase used was 5 pereent per year and a
9 percent long-term rate ol eturn on plan assels was assumed.

The components of the net pension credit for 1995 wre shown
below (in millions):

Service costs benefits carned dwing the year oo oo 49
Interest cost on progected benetit obligation . e 133
Actual retumm on planassets © . 0 Lo e e (842}
Netanmortization and detecal 537
Cost ot special teanmation benefits 4
Netpeasion (Credity oo o L e S(L1Y)

The net periodic cost for 1995 s based on a discount rate of
8.75 pereent, average compensation increase rate of 5.5 pereent,
and expected long-lerm rate of return on assets o' 9 pereent.

Eriployees ol the Reserve Banks may also participate in the
Federal Reserve Systent’s Phritt Plan. Under the Thrift Plan,
cmiployees may contribute a percentage ol their salaries up o a
maximum 19 percent limit as prescribed by the [nternal Revenue
Serviee. Matching contributions by the Reserve Baiks are based
on a fixed percentage of cach employee’s basic contributions.
Currently, the Reserve Banks niateh 80 percent ol the first 6 per-
cent of salary contributed by the employee, The Reserve Banks’
Thrift Plan contributions totaled $38 million in 1995,

(9) POSTRETIREMENT AND POSTEMPLOYMENT
BENEEFITS OTHER THAN PENSIONS

In addition o the Reserve Banks' defined benelit retirement plan,
employees who have met certain age and length-ol=service e
quirements are cligible for both medical benefits and life insur-
ance coverage duwing, ceticement. Phe retivee wedical plan is
contributory and provides benelits to retirees, their covered depen-
dents, and beneficiaries, The lile insurance plan is noncontribu-
tory and covers retirees only.

The Reserve Bauks fund benelits payable under the medical
and life imsurance plans as due. The Reserve Banks use a Junuary
I measurement date. 'The tollowing is a reconciliation between the
plar’s funded status and the amounts recognized in the Reserve
Banhs combined balance sheet as of December 31, 1995, (in
mitlions):



Accumulated postretirement benehit obligation

Reurees and covered spouses ... L PO L S $303.0
Actives eligible to retire e e . SHR
Other actuves and disabled .o e PR AT 0
Total accumulated postietivement benelit obhgation L. 590.3
Unantontized net transition obligation . o.oooo0 0 0 o 0.0

Unrecogmzed net toss . o T (Y
Unrecognized prior service cost o000 oo o o T4

Accrued postreturement benelit cost

Costs tor the Rescive Banks were projected using a 7 pereent
discount rate and the following heaith care cost trend rates. T'he
initial trend vate for medical costs lor (996 is 10 percent for
retirees over sixty-five and for retirees under sixty-five with the
ultimate trend rate decieasing 1o 5.5 pereent by 2004, Changing
the assumed health care cost trend rates by | percentage point in
cach year would change the accumulated postretirement benefit
obligation at December 31, 1995, by approxintately $111.5 mil
lion, und the aggregate service and interest cost conyponents of net
periodic postretirenment benefit cost recognized as of Decemnber 31
by approximately $12.0 million.

The lollowing is a swmmary ol the components ol net periodic
postretirement cost for the year ended December 31, 1995 (in
millions):

Service cost o
[nterest cost ol accumulated benetit obligation .
Netamortization and detereal .
Cost ol special termination benetits L.

Net petiodic cost ... e
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The Reserve Banks began using the accrual method of account-
g to recognize the obligation 1o provide henelits to former or
inactive cmployees, consistent with SFAS 112, “Employers
Accounting for Postemployment Benelits,” etfective Janvary |,
1995, Benetits include medical and dental insurance, survivor
income, disability income, and those workers” compensation
expenses sell-insured by individual Reserve Buanks. Costs were
projected using the same discount and health care trend rates as
were used for projecting postretirement costs. ‘The acerued
postemployment benefit costs recognized by the Reserve Banks at
December 31, 1995, were $39.0 niillion, This cost is included as a
component of Accrued benefit cost on the Statement ol Condition.
Net periodie costs of $13.6 million were included in 1995 operat-
ing expenses.

(10} CONTINGENCIES

The Reserve Banks are involved in certain legal actions and
claims arising in the ordinary course ol business. Although it is
difficult o predict the ultimate outcome ol these actions, in
managenient’s opinion, based on discussions with counsel, the
atorementioned litigation and claims will be resolved without
material adverse clfect on the financial position of the Reserve
Banks or results ol operations,
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SYMBOLS AND ABBREVIATIONS

¢ Corrected G-10 Group of ‘l'en
¢ Listimated GNMA Government National Mortgage Association
n.a. Not available ahp Gross domestic product
n.e.c. Not elsewhere classified HUD Departient of Housing and Urban
P Preliminary Development
r Revised  (Notation appears on column heading IMF International Mouctary Fund
when about half ol the figures in that column 10 Interest only
are changed.) 1PCs Individuals, partnerships, and corporations
* Amounts insignificant in terms of the last decimal IRA Individual retirement account
plice shown in the table (for example, less than MMDA Money market deposit account
500,000 when the smallestunit given is millions) MSA Metropolitan statistical arca
0 Calculated to be zeto NOW Negotiable order of withdrawal
C Cell not applicable oD Other checkable deposit
ATS Automatic transter service OPEC Organization of Petroleum Lxporting Countrics
BIK Bank insurance fund oTs Office of Thrilt Supervision
oD Clertificate of deposit PO Printcipal only
MO Collateralized morttgage obligation REIT Real estate investment trust
FER Tederal Financing Bank REMIC Real estate mortgage investment conduit
FLIA Federal Housing Administration RP Repurchase agreement
FHI.BB Federal Home Loan Bank Board R'TC Resolution Trust Corporation
FHLMC Federal Home Foan Mortpage Corporation SAJE Savings Association Insurance Fund
I'mHA Farmers Home Administration SCO Securitized credit obligation
INMA bederal National Mortgage Association SDR Special drawing right
EBSLIC Federal Savings and [oan Insurance Corporation SIC Standard Industrial Classification
G-7 Group of Seven VA Departinent of Veterans Affairs

GENERAL INFORMATION

In many of the tables, components do not surm to totals because off include not fully guaranteed issues) as well as direct obliga-
rounding. tions of the Treasury. “State and local government” also in-

Minus signs arc used to indicate (1) a decrease, (2) a negative cludes  municipalitics, special  districts, and  other  political
figure, or (3) an outflow. subdivisions.

“ULS. government sceurities” may include guaranteed issues
of U.S. government agencies (the flow of funds ligures also
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1.10  RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Percent annual rate of change, seasonally adjusted’

1995 1996 1996
Monetary or credit aggregale
Q2 Q3 Q4 Q1! Jan. Feb. Mar, Apr. May
Reserves of depository institutions
T Total .o e -15 -5 -69 -79 —16.1 ~16.4 19.2 -11.7 ~-20.5
2 -6.6 =25 =11 -85 -21.0 =27 13.2 -6 -154
3 -8.2 ~24 —6.4 -6.5 -1.5 ~16.3 19.6 —13.2 -~213
4 Monetary base” .. ... ... 58 1.7 27 1.5 4 -4 8.8 -7 1.0
Concepts of money, hqmd assets, and debr*
5 Ml . -4 -5 -5.1 =27 =61 -20 10.0 -3.1 —-6.6
6 38 6.9 4.1° 59 4.8 5.4° 1.7 20° -1.6
7 6.3 8.0 4.5 7.2 74" 10.0° 1.0 18" 35
8§ L 7.3 9.1 59 51" 4.0° 4.4" 12.5 4.5 n.a
9 7.0 4.6 45 54" 5.3 7.1° 4.3° 4.8 na
10 58 109 8.3" 9.7 9.7 8.6" 124" 4.2 6
1 16.9 12.4 6.3 12.5" 17.9" 28.5" 8.3 9" 23.1
Time and savings deposits
Commercial banks
12 Savings, mcludmg MMDAS. ... oo -6.5 9.0 13.1 226 28.2 16.5 252 8.8 4.1
13 Small time’ 204 110 48" 2.5 50 ~1.2° ~4.5" —3.5 -23
14 Large time™ 13.6 13.0°6 19.4 88 -63 197 27.4° 8.5" 19.2
Thrift institutions
15 Savings, including MMDAS . ....... ... . i —14.5 =73 £ -3 -3.0 6.0 57 14.3 4.9
16 Small time 235 4.4" 5.0° —24" -8.7 3 -8.7 -7 =27
17 Large time 16.7 13.7 8.0 6.2 16.0 1.6 -95 1.6 -9.5
Money market mutual funds
18 Retail ... ... .. o 4.2 36.9 16.5 14.7 9.0 5.6 326 27 -32
19 Institution-onky . ... ... . e 305 27.6 103 279 18.0 69.2 21.6 -13.0 ~10.3
Repurchase agreements and Eurodollars
20 Repurchase agreements™ .. ... L 7.4 ~5.0 -14.6 1.3 459 17 -135 -7.8 19
21 Burodollars™ . L 18.6 9.4 ~6.7 15.7" 56.6° 1137 | -349° 25.6° 6.3
Debt (‘()mponen/x"
22 Federal. . 54 4.6 23 27 -20 7.6° 1.2 3.0 n.a,
23 Nonfedera 7.6 4.7 53 6.3 79" 70" 19 5.5 n.a.

1. Unless otherwise noted, rates of change are calculated from average amounts outstand-
ing during preceding month or quarter.

2. Figures incorporate adjustments for discontinuities, or
regulatory changes in reserve requirements. (See also table 1.20.)

3. The seasonally adjusted, break-adjusted monetary base consists of (1) seasonally
adjusted, break-adjusted total reserves (line 1), plus (2) the seasonaily adjuslcd currency
component of the money stock. plus (3) (for all quarierly reporters on the “Report of
Transaction Accounts, Other Deposns and Vault Cash” and for all weekl) reponers whose
vault cash exceeds their  reserves) the s d, break.

“breaks,” associated with

amounts held by depository institutions. the U.S. government. money market funds, and
foreign banks and official institutions, Seasonally adjusted M3 is calculated by summing large
time depos institutional money lund batances, RP liabilities, and Eurodollars, cuch
seusonally adjusted scparately, and adding this result to sedsonally adjusted M2.

: M3 pius the nonbank public holdings of US. savings bonds, short-term Treasury
securitics, commercial paper. and bankers acceptances. aet of money markel fund holdings of
these assets. Seasonally adjusted L is computed by summing U.S. savings bonds, shon-term
Treasury securities, commercial paper. and bankers acceptances, each seasonally adjusted

between current vault cash and the amount applied to sansfy current reserve requirements.
4. Composition of the money stock measures and debt is as follows:

M1: (1) currency outside the U.S. Treasury, Federal Reserve Banks, and the vaults of
depository institutions, (2) travelers checks of nonbank issuers, (3) demand deposits at all
commercial banks other than those owed to depository institutions, the U.S. government, and
foreign banks and official institutions, less cash items in the process of collection and Federal
Reserve float, and (4) other checkable deposits (OCDs), consisting of negotiable order of
withdrawal (NOW) and automatic transfer service (ATS) accounts at depository institutions,
credit union share draft accounts, and demand deposits at thrift institutions. Seasonally
adjusted M1 is computed by summing currency, travelers checks. demand deposits. and
OCDs, each scasonally adjusted separately.

M2: M1 plus (1} savings (inctuding MMDAs), (2) smali-denomination time deposits (time
deposits—including retail RPs—in amounts of less than $100.000), and (3} balances in retail
money market mutual funds (money funds with minimum initial investments of less than
$50.000). Excludes individual retirement accounts (IRAs) and Keogh balances at depository
institutions and money market funds. Seasonally adjusted M2 is calcufated by summing
savings deposits, small-denomination time deposits, and retail money fund balances, each
seasonally adjusted separately, and adding this result to seasonally adjusted M1.

M3: M2 plus (1) large-denomination time deposits (in amounts of $100,000 or more), (2)
balances in institutional money funds (money funds with minimum initial investments of
$50.000 or more). (3) RP liabilities (overnight and term) issued by afl depository institutions,
and (4) Eurodollars (overnight and term) heid by U.S. residents at foreign branches of U.S.
banks worldwide and at all banking offices in the United Kingdom and Canada. Excludes

ly, and then adding this resuh to M3,

Dehl The debt aggregate is the outstanding credit market debt of the domestic nonfinancial
sectors—the federal sector (US. government, not including government-sponsored enter-
prises or federally related mortgage pools) and the nonfederal sectors (state and local
governments, households and nonprofit organizations, nonfinancial corporate and nonfarm
noncorporate businesses, and farms), Nonfederal debt consists of mortgages, tax-exempt and
corporate bonds, consumer csedit. bank foans, commercial paper, and other loans. The data,
which are derived from the Federal Reserve Board's flow of funds accounts. are break-
adjusted (that is, discontinuities in the daty have been smoothed into the series) and
month-averaged (that is. the data have been derived by averaging adjacemt month-end levels).

5. Sum of (1) savings deposits (inctuding MMDASs), (2) small time deposits, and (3) retail
money fund balances, each seasonally adjusted separately.

6. Sum of (1) large time deposits, (2) institutional money fund balances, (3) RP liabilities
(overnight and term) issued by depository institutions, and (43 Euredollars (overnight and
termy of U.S. addressees, each seasonally adjusted separately.

7. Small time deposits—including retail RPs—are those issued in amounts of less than
$100,000. All IRA and Keogh account balances at commercial banks and thrift institutions
are subtracted from small time deposits.

8. Large time deposits are those issued in amounts of $100.000 or more, excluding those
booked at international banking facilities.

9. Large time deposits at commercial banks less those held by money market funds,
depository institutions. the U.S. government, and (oreign banks and official institutions.

10. Includes both overnight and term.
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Millions of dollars

RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT'

Monev Stock and Bank Credit

AS

daily 1

Average of daily ligures Tor week ending on date tndicated

Factor 1996 1996
Mar. AP May Apr 17 Apr. 24 May | May 8 May 15 May 22 May 29
SUPPLYING RESERVE FUNDS
I Reserve Bank credit ousstanding ..o 414343 418.391 416,807 420,131 421821 414701 417.534 415263 416944 416,368
S, government sveurities”
2 Bought outright—System account . ... ... 377.309 378891 N7 379.270 380,152 379.507 380618 379272 380,034 380439
3 feld wnder repurchase agrecments ... L 2398 4.5066 1,983 5.830 6126 529 1403 727 235 2176
Federal agency obligations
4 Iiuuﬂhl outright ..o 2559 2492 1442 2491 2491 2444 2444 2444 2444 2439
5 Hekd under uplmh.l\c greements L. 417 180 503 22 266 179 99 2 876 686
6 Acceptanves (1] 0 (4] 0 (] 0 0 0 ] 0
Loans 1o depository i
7 i i 10 5 24 4 179 R 22 27 26 25
N i RE] 106 24 36 (=} 78 93 13 133
v g 0 3] [ i 0 1] 0 0 0 {}
o lo.n P 614 313 s17 397 140 -0 932 867 393 157
11 Other Foderal Reserve assets oo 31025 RIS 31054 32.004 32431 ILYOR 31937 31832 30043 30313
12 Goldstoek oo 11053 11,052 11.051 11053 11.052 11,052 11051 11.05] 11051 11.051
13 Special drawing rights certificate accownt ... ... 10,168 10,168 10168 10408 1,108 10,168 10,168 10,168 10,168 10,1638
4 Treasury currency outstanding Lo 24220 24281 24343 24278 24202 24306 24320 334 24348 24362
ABSOURBING RESERVE FUNDS
15 Currency in circulation 413770 418246 419977 419308 317,635 416,902 418248 419,385 419,663 422105
16 Treaswry cash holdings 207 RIS 276 2 9 292 306 205 205 264
17 A010 7318 KA 7.055 R.25) 8.700 0537 5073 5.127 578
[ 186 187 196 189 150 177 189 183 224 1Yo
19 3092 5038 0188 5.800 0453 0001 6,037 0000 0714
20 . R 370 362 303 366 381 368 381 3065 kS
21 Other Federal Reserve h § 13.022 12.813 12,885 12,050 12.898 12,664 12.705 12930 {2,929 12971
32 Reserve balances with Federal Reserve Baoks* IS515 18700 16,771 19047 21,032 13448 18.721 139601 17932 14178
tnd-of-monih figures Wednesday ligures
Mar. Apr. May Api 17 Apr. 24 May | May 8 May 15 May 22 May 29
SUPPLYING RESERYE: FUNDS
1 Reserve Bank credit (illl\l'llldlll“ ............... 415,990 110,892 420961 428783 436292 419101 427165 41832 423,609 J19.893
(LS. government securit
2 chit uu(n“hl 377.0560 ARLROO 381340 379827 AURT [ 379571 3R0.121 3R0.134 380,064 %1789
3 3890 5704 13412 17,544 3704 6,392 3,089 7003 3305
- & R 244 2428 2491 2491 2444 2444 2444 2444 2428
N Held under repure 4] 1.350 152 1.820 1.230 H20 15 1.867 850
6 Acceplances 4] [} 0 [} ) [0} 0 0 0
Laans Lo depository instiiutions
7 /\1(|u\||nu|| credit ... 34 2 R | 78 21 210 23 IR 22
B somal credit Lo 9 71 148 A4 51 ral 80 103 4 139
i ended credin | ) ) 0 n 1} ] 4] (] (] f)
10 Flom 28 821 RE} RRIO 302 17 S.90 573 02 050
o Orher I MAT 31728 3038 32532 33091 32060 32298 20948 30,520 30.652
12 Gold stock 11.053 114152 1051 L0353 11032 11052 11051 11051 11,051 FLOSE
13 Special drawing v [LINTIH 10168 10168 10168 1168 10,168 1168 10168 10,168 1168
4 Freasury cureney outstanding . 24250 24306 24370 24,278 24292 2300 24320 24334 REREE 24302
ABSORBING RESERVE FUNDS
15 Curreney i civculation oL 416.261 417.081 49404 417.793 417,918 419742 420,381 421021 423728
16 Treasury cash holdings RIN 288 319 36 313 265 265 204 265
Deposits, other than veserve
| cderal Reserve Banks
7.021 1042 3757 15.668 TR37 11.967 5877 4.079 4,900 5381
191 [t 160 210 187 173 229 175 180
5928 60355 0237 0,053 6055 0.001 6037 6,006 0714
48 300 0 370 36i 376 353 357
1 I 12714 12559 13,148 12771 12.779 12712 12805 12,781
” RL\\.IV\ balances with $ederat Reserve !Lmks 18.090 14.268 20,358 36455 27.508 19803 23.048 16,069

Lo Amoeunts of cash hebd as reserves are shown in table £ 12, fine 2

20 Includes securities loane
with Federal Reserve Banks-
under nuched sale--purchase ransactions.

Tully euaranteed by TLS, government securities pledged
wh excludes seeurities sold it sehedielted to be bought back

3. Exchndes required clearing balinces and adjustments to compensate for float.
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1.12  RESERVES AND BORROWINGS Depository Institutions'

Mittions of dollars

Prorated monthly averages of hiwechhy averages
Reserve classification 1993 1994 1995 1995 1996
Dec. Dec. Dec. Now. Dec, Fan. Feb. Mar. Apr. May
1 Reserve balances with Reserve Banks®. 29374 24658 20,440 20,000 20440 17.703 10,7492 18420 19,181
2 Total vault cash’ 30818 40,378 42017 40576 420147 44.700 42,205 40,908 40,967
3 Applied vault cash’ 33484 30,682 37400 36.332 37400 170 30458 30.08%
4 Surplus vault cash®. ; 3,690 1.057 4244 4,057 5.020 4310
5 TTotal reserves” 62858 01.340 S7.900 56,397 57.900 50934 884
6 Required reserves. oo EREREEEE 61795 b 172 50,622 SS454 S6.622 35449 3347
7 Excess ve balances at Reserve Banks” 1063 INTGS 1.278 943 1278 [Eh 1437 120
8 Total borrov an Reserve Banks™ 82 200 257 204 3R 35 21 9l
9 Seasonal borrowings 31 100 Bl 73 7 7 1 34
100 Extended credit”. 0 0 i 0 0 0 0 0
Biweekly averages of daily figures for two week periods ending on dates indicated
1906
Jan, 31 fiebo 14 feb. 28 Nar, 13 Mar, 27 Apr. 10 Apr. 24 May 8 May 22 June S
I Reserve balances with Reserve Banks 15,055 15.540 17.938 18,192 IS492 IR.054 20,331 16.870! 10.9:40 16,339
2 Total vaalt cash’. 40042 40,320 40438 0977 0478 42,089 40901 409706
3 Applicd vault cash” | 39.0206 35468 RUXUTN] 36767 30417 700 36001 30,150
4 Surplus vault cash’. 0416 4858 4428 L.2t0 4001 4.900 4810 4820
5 Total reserves” L 33406 54502 ST 56748 REKITNY 53.037 S2.403
6 Required 52436 S4.507 55,620 Sa002 52.200 5174
7 E u70 1054 1 hiv 1,063 836 754
8 47 47 122 92 i29 156
9 Seasonal borrowings b 16 30 71 103 138
10 Extended credit”. o 0 0 0 0 i 0
1. Data i this table also appear in the Bowrd™s 113 (502) weekly statistical release. For 3. Total vaali cash dine 23 less applicd vanli cash (line 3).
ordering address, see inside front cover. Data are not break-xljosted or seasomilly adjusted. 0. Reserve balances with Federal Reserve Banks dine 1y plos applicd vault cash

2. Excludes required cle
includes other of-halance-sheet “as-ol™ adjustiments.
3 Total “lageed™ vault cash held by depository

istitations subject

10

mces wnd adjustments 10 compensate for loat and

reserve

requirements. Diates refer 1o the maintenance periods during which the vault cash may be used

o satisfy
days alter the fagy

serve requirenients, The matntenince period for weekly reporters ends sisteen
< computation period during which the vault cashis held. Before Nov., 25,

1992, the maintenance period ended thirty days alter the lagged conputation period.

o AH vaude cash held during the cd computation period by “bound ™ institations (tha
is. those whose required reserves o their viult cash) plus the amount of vaolt cash
applicd during the matntenance period by “nonbound™ institutions ¢that is, those whose vaule
cash exceeds their required reservesy o satisly CUrrent reserve requirements,

thine 3y,

7. Vorad reserves dine 5) fess required reserves tline 6),

K. Ao includes adjustunent credit,

9. Consists of borrowing at the discount window ander the terms and conditions estah-
lished for the extended credit program 1o help depository institutions deal withy sustained
figuidity pressures. Because there is not the simne need to repay such borrowing prompily as
with waditional short-ierm adjustiment credit, the money market effect ol extended credit is

sinnilan to that of nonborrowed reserves,

.13 SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS  Large Banks'
Mitlions of dollars. averages of daily figures
1990, week ending Monday
Source and maturity
Apr. | Apr. 8 Apr. 15 Apr. 22 Apr. 29 May. 6 May. 13 May. 20 May. 27
Federal finds purchased. reprrchase agreenenmts. and other
selected borrowings
From commercial hanks in the United
t Tor one day or under continuing contract 83,135 93,383 90,606 87.700 S$1.920 Y0.634 V028t 87.271 N3doid
2 For all other maturitics 13,693 15.245 13.022 15.649 17.657 17.658 IR.09t 17.719 IS 158
from other depository institutions. for
institutions, and LLS. government
3 For one day or under continuing cont 20,089 23382 24,078 19054 14876 26,513 22,6013 20793
4 Lorall other maturities ... 17.006 18,141 19418 21,270 21738 21808 23200
Repurchase agreements on US, government and federal
ALCRey securities
Brokers and nonbank dealers in securities
5 For one day or under continui 11939 21031 19.212 160,707 19490 201208 24.202 21354
O For all other maturitics ..., oo 33927 32227 37.5802 40479 41910 34427 40445
All ather customers
7 For one day or under continuing contraet L 35.063 34918 30844 34546 EARIE) 30,149 37.5 39106
S Foralb other naturities ... oo (BN R 185.634 13,084 13050 13,062 13.732 14125 14130
Mo
Federal funds loans and resate agreements in ingnediately
available funds in watirities of one day or woder
CORIMNG contract
9 o commercial banks in the Unijed States. ... 59.288 63,423 064802 68117 4724 O8.708 63,6044 03153
10 To all asher specified customers™ ... 23.208 27.200 20,003 20.548 29922 26,390 20432 25,047

1. Banks with assets of $4 bitlion or more as of Dec. 31, 1988
Dati in this table also appear in the Board's 115 (507 weekly statistical refease. For
ordering address, see inside front cover.

20 Brokers and nonbank dealers in securities, other depositony institutions, forcign banks

and official institutions, and LS,

LOVETNIICHY dgencics.



.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments Al

Current and previous levels

Adjustment credit! Seasonal credit® Extended credit’
Foederal Reserve
Bank
7/?/%(» Ellective date Previous rate 7/?/[:%1 Elective date Previous rate 7/?/.:)6 Effective date Previous rate
Boston .......... 5.00 2196 525 540 775196 540 5.90 7/5/96 5.90
New York. .. 1731796
Philadelphi 1/31/96
Cleveland . . . 113106
Richmond. . 211196
Atlanta 173106
Chicago 21196
2/5/96
/31796
2/1{96
1/31/96
5.00 1/31/96 540 T/5/96 540 5.90 /5196 590
Range of rates lor adjustment eredit in recent ycur{'
Range (or | FR. Bank Range tor | ER. Bank Range (or | FR. Bank
Ellective date feve—All of Eftective dae feveh—All ol Ellective date leveh—All of
E.R. Banks N.Y. LR, Banks N.Y. F.R. Banks N.Y.
fneffect Dec. 311977 0oL 6 6 1981—Nov, 2. 13-14 13 1988—Aug. 9 ... 6-0.5 6.5
6 13 13 L 6.5 6.5
1978—Jan. 6.5 Dee. 4. 12 12
0.5 1989—Fch. 24 ... .. ... ... 6.5-7 7
May 7 1982—-July 20 .. 11512 115 27 7 7
7 23 s 115
July 7.25 Aug, 2. (AR N 11 F990—Dec. 19 ..o 6.5 6.5
7.25 11 11
Aug. 2 7.5 10.5 10.5 199 1—Fcb. 6
Sept. 2 8 1-10.5 10 &
Oct. 8.5 10 10 Aps. ] 5.5
8.5 9.5-10 9.5 May 2 53
Nov. V.3 9.5 9.5 Sept. 5
9.5 9-9.5 9 5
Y 9 Nov, 43
1979 -July 10 8.5-9 9 45
Aug. 10.5 R.5-9 85 Dec. 2 35
10.5 8.5 8.5 K
Sept. 1
2 3] 1984—Apr. 8.5-9 Y 1992—July 3
Oct. 12 | 9 9 3
12 Nov. 2 859 8.5
8.5 8.5 1994—May 15
1980-—Feb. 13 Dec. 8 8 ! 35
13 Aug. 4
May 13 1985-—May 2 7.5-8 75 4
R 12 7.5 7.5 Nov. 4.75
June 1 1 4.75
1 1986—Maw. 7-75 7
July 2 10 7 7 1995-—Feb.
10 Apr. 2 6.5-7 6.5
Sept. 1 2 6.5 6.5
Nov. 12 July 6 6 1996—Jan. 3 ..o 5.00-5.25 5.00
Dec. 13 Aug. 3.5-60 5.5 Feh. 5. ... ......... 5.00 5.00
12 55 5.5
1981-—-May 14 Incffect July 5.1996 .. ... ... .. 5.00 5.00
14 1987 -Sept. 4 .. 556 6
(RN 6 &

1. Available on a short-term basis o help depository institutions meet temporary needs for
funds that cannot be met through reasonable alternative sources. The highest rate established
{ S 1o dqumlmy institutions may be charged on adjus ment Lruln lu.ms of unusual size
l|l from a major u|x r‘uml_ problem a the horrower

asonal needs for
I'un« g s movements in their deposits and loans and
that cannot hL met throf The discount rate on scasonat credit takes
tito account rawes dmr-ud by market sources of funds and ordinarily is reestablished on the
first business day of cach Iwo-week reserve maintenance period: however, it is never less than
the discount rate applicable to adjustment credit.

3. May be made available 10 depository insticutions when similar as:
reasonably availabfe from other sources. inciuding special industry lenders. Such credit may
hc |\mvukd when exceptional circumstances (including sustained deposit drains, impaired
s o money market funds, or sudden deterioration in loan repayment performance) or
pr: s involve only a particular institution. or 1o meet the needs of institutions expericn
difticulties adjusting to changing market conditions over a fonger period {particularly at times
ol deposit disintermediation). The discount rate applicable to adjustment credit ordinanily is
charged on extended-credit loans outstanding fess than thinty days: however, at the discretion

istance is not

of the Federal Reserve Bank, this time period may be shortened. Beyond this initial period, a
Hexible rate somewhat above rates charged on market sources of funds is charged. The rate
ordinarily is reestablished on the first business day of each two-week reserve maintenance
period, but it is never less than the discount rate applicable to adjustment credit plus 50 basis
points.

4. For carlier data, see the following publications of the Board of Governors: Banking and
Monetary Statistics, 19141941, and 19411970, and the Ananal Statistical Digest, 1970-
1979, .

In 1980 and 1981, the Federal Reserve applicd a surcharge to short-term adjustment-credit
borrowings by institutions with deposits of $500 million or more that had borrowed in
successive weeks or in more than four weeks in a calendar quarter. A 3 percent surcharge was
in effect from Mar. 17, 1980, through May 7. 1980, A surcharge of 2 percent was reimposed
on Nov. 17, 1980 the surcharge was subsequently raised to 3 percent on Dec. 5, 1980, and 10
4 percent on May 5. 1981, The surcharge was reduced 10 3 pereent effective Sept. 220 1981,
and 1o 2 pereent effective Octe 12019810 As of Oct. 1, 1981, the formula for applying the
surcharge was changed from o calendar quarter to a moving thirteen-week period. The
surcharge was eliminated on Nov. 17, 1981,
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t.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS'

Type of deposit

Net 1ransaction (Il'l'llll”l.\i
150 million-$52.0 millionJ‘ ..
2 More than $52.0 million™ . ..

3 Nonpersonal time deposit

4 Lurocurrency. iabilities®,

Reguirenient
Percentiage -
F “5:’['::‘:;2 of Effcctive date
3 1271995
0 12/19/95
0 12/27/90
0 12/27/90

1. Required reserves must be held in the form ol deposits with Federal Reserve Banks
or vault cash. Nonmember institutions may maintain reserve balances with a Federal
Reserve Bank indirectly. on a pass-through basis, with certain approved institutions. For
previous reserve requirements, see carlier edittons of the Aunteal Repore or the Federal
Reserve Bulletin, Under the Monetary Control Act of 1980, depository institstions
include commercial banks, mutual savings banks, savings and loan associations, credit
unions, agencies and branches of foreign banks, and Edge Act corporations.

270 i ccounts include all deposits against which the account holder is permitied
to make withdrawals by negotiable or transferable instruments. payment orders ol with-
al. or telephone or preauthorized transfees for the purpose of 1 ng payments. o third
persons or others. However, money market deposit accounts (MMDAS) and similar accounts
stibject o the rules that permit no more than six preauthorized. automatic. or other transfers
per month (ol which no more than thice may be by cheek, draft. debit card. or similar order)
are savings deposits, Dot transaclion accounts.

3. The Monctary Control Act of 1980 requires thar the amount of transaction accounts
against which the 3 pereent reserve requirement applics be moditicd annually by 80 pereent of
the percentage change in transaction accounts held by all depository institutions, determined
as of June 30 of cach year. -Elfective Dec. 19, 1995, the amount was decreased from $34.0
mitlion 10 $52.0 million.

Under the Garn=St Germain Depository Institutions Act of 1982, the Board adjusts the
wnount of reservable labilities subject to a zero percent reserve requirement cach year for the

:eeding calendar year by 80 percent of the percentage increase in the total. reservable
cs ol all depository institutions, measured on an annual basis as ol June 30, No
corresponding adjustment is made in the event of a dece The exempiion applies only to
accounts that would be subject 10 a 3 percent reserve requirement. Effective Dec. 19, 1995,
the exemption was raised from $4.2 million to $4.3 million,

4. The erve requirement was  reduced  from 12 percent to 10 percemt on
Apr. 2. 1992, for institutions that report weekly, and on Apr. 16, 1992, for institutions that
report yuaterty.

5. For institutions that report weekly, the reserve requirement on nonpersonal time deposits
with an original maturity of less than 12 years was reduced from 3 percent to 1Y2 percent for
the maintenance period that began Dec. 1301990, and 1o zero for the maitenance period that
began Dec 270 1990, For institutions that report quarterly. the reserve requirement on
nonpersonal time deposits with an original maturity of less than 112 years was reduced from 3
pereent 1o zero on Jan, 17, 1991,

The reserve requirement on nonpersonal time deposits with an original maturity of 142
years of more has been zero since Oct. 6, 1983,

6. The reserve requirement on Evrocarrency iabilities was reduced Irom 3 percent to zero
in the same manner and on the same dates as the reserve requirement on nonpersonal time
deposits with an original maturity of less than 112 years (see note S).
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS'

Millions of dollars .
1995 1996
Type of transaction
7 - 1993 1994 1995
and maturity
Oct. Nov. Dec. Jan, Feb. Mar. Apr.

U.S. TREASURY SECURITIES

Outright transactions (excluding matched
transactions)
Treasury bills

1 Grosspurchases.................. ... 17117 1 17,484 10,932 1,350 4,271 0 0 0 0 88
2 Gross sales. . . .. 0 0 0 0 0 (4 0 0 0 0
3 Exchanges . . 332,229 376,277 398,487 29,397 39.057 31535 31,476 39.332 30,556 32218
4 Redemptions ............ ... ... .0 ] 0 900 900 0 0 0 0 0 0
Others within one year
S5 Grosspurchases. ........... ... . il 1.223 1,238 390 0 0 390 0 0 0 35
6 Gross sales. ... .. 0 0 0 0 0 0 0 0 0 0
7 Maturity shifis . 31.368 0 0 1,745 6,108 0 2,048 2,746 0 35114
8  Exchanges ... —-36,582 ~21,444 0 ~2,049 -4937 0 -3,287 -1.575 0 —4,824
9 Redemptions . 0 0 0 0 0 1,228 0 0 787
One to five years
10 Gross purchas: 10,350 9,168 4.966 0 0 2317 0 0 0 1,899
11 Gross sales. 0 0 0 0 0 0 0 0 0 0
12 Maturity shifts . . .| =27.40 —6.004 0 - 1,745 -5.292 0 —2,048 —1,908 0 3511
13 Exchanges .................ciiviiiiiiia.. 0 17.801 0 2,049 3,237 0 3,287 5,175 0 4,824
Five to ten years
14 Grosspurchases.............covviiuiininn. 4,168 3818 1,239 0 400 0 0 0 0 479
15 Gross sales. .. 0 0 0 0 0 0 0 [t} 0 0
16 Mauwurity shifts . . .. 0 -3,145 0 4] —-816 0 0 —-818 0 0
17 Exchanges ................ ... .. ... ... 0 2,903 0 0 1,700 0 0 1,500 0 0
More than ten years
18 Gross purchases. ......oouetineeenenannnen, 3457 3,606 3,122 0 0 1,884 0 0 0 1,065
19 Gross sales. .. 0 0 0 0 0 0 0 0 0 0
20 Maturity shifts . .. 0 -918 0 0 0 0 0 -20 0 0
21 Exchanges .......... ... ... ..ol 0 775 0 0 0 0 0 900 0 0
All maturities
22 Gross purchases . ...............iiiiiiiii.. 36915 35314 20,649 1,350 4.67¢ 4,591 0 0 Q 3,566
23 Gross sales .. .. 0 0 0 0 0 0 0 [¢] 0
24 Redemptions .............c.iiiiiiiiiiiiinn 767 2,337 2,376 1.385 ] 0 1,228 1] 0 787

Matched transactions
25 Gross purchases.

1,475,941 | 1,700,836 | 2,197,736 | 216,755 226,340 227,858 260,425 274,290 251,623 253,482

26 GTOSS SAES ..ot 1475085 | 1,701,309 | 2,202,030 | 213,161 | 228419 | 228071 259,186 | 275979 | 251.086 | 251,510
Repurchase agreements

27 Gross purchases ...l 475,447 309,276 | 331,694 28,825 44,569 34,325 16,040 6230 31,602 48,869

28 GROSS SHIES .\ o ettt 470,723 | 314,898 | 328497 | 32980 39.876 28.546 28,802 6,230 217,706 50,345

29 Net change in US. Treasury securities, . ............ 41,729 29,882 17,175 ~597 7.285 10.157 —12,751 —1,689 4,433 3,274

FEDERAL AGENCY OBLIGATIONS

Ouiright transuctions

30 Gross purchases ...l [4] 0 0 0 0 0 0 0 0 0
3t G 5 .. . 1] 0 0 0 0 0 0 0 0 0
3 Rcdempuom .................................. 774 1,002 1,303 83 120 58 1) 0 108 82
Repurchase agreements
33 Gross purchases ... 35,063 52,696 36,851 3.740 3,763 2,888 9,793 765 5,640 2,372
34 Grosssales ....... ... 34,669 52,696 36,776 3,605 3973 1,788 10,893 765 4,640 3,372
35 Net change in federal agency obligations ........... —380 - 1,002 ~1.228 52 -330 1,042 —1,100 [¢] 892 -1,082
36 Total net change in System Open Market Account . .. 41,348 28,880 15,948 —545 6,955 11,199 -13,851 -1,689 5,325 2,192

1. Sales, redemptions, and negative tigures reduce holdings of the Syslem Open Market
Account; all other figures increase such holdings.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements'

Miltions of dellars

Wednesday End of month
Account 1996 1990
May | May 8 May 15 May 22 May 29 Mar. 31 Apr. 30 May 31
Consolidated condition statement
1 Gold certilicate accoun. . 11.052 11,051 1,051 11051 11651 11053 11,052 HLOS)
2 Special drawing rights certificate account ..., ... L 10,168 10,168 1,168 10,168 10,168 10.168 10,168 10.168
BCOM .o 574 579 575 569 S38 579 574 852
Louns
4 To depository institutions .. ... oo 92 101 126 142 161 43 93 I53
5 Other . e 1) 4] 0 O 0 0 0 Y]
6 Acceptances held under repurcha 0 0 i 0 { 0 0 0
Federal agency oblizations
7 Bought outright 2444 2444 2444 2444 2428 2520 2444 2428
8 Held under repurchase 1.250 620 15 1.867 850 1,000 0 1.350
9 Total U.S. Treasury securil 383,272 386,513 385223 388,504 380,952 381,806 387.050
10 Bought outrigl 379.571 380,121 REIARE] 380,001 377,050 IR 1806 31340
i Bills .. 183.026 183.576 183.589 184416 183.202 185,262 184,801
12 Notes 150,102 150.102 150,102 15,102 148 885 150,102 150,102
13 Bonds. . . 46,443 40.443 46,443 40,443 44909 40,443 46,443
14 Held under repurchase ements 301 6,392 5089 7.903 3.896 (] 5,704
15 Total loans and securities . ............... ... ... .. 387,058 389,678 387.808 393,017 388,593 384,521 384,343 390,983
16 tems in process of collection. .. ... oo oL 6,450 11.677 6.268 S.388 8.200 4,197 8,452 4.007
17 Bank premises oo 1158 .16} 1171 [N 1170 1150 LASY 171
Other assets
I8 Denominated in loreign currencie 19,706 19713 19.721 19.729 19.737 19,985 19,705 19.561
19 Altother' oo 11,13 11.344 9,306 9,585 9.693 10,333 1.760 9.538
20 Totalassets ... ... +47.297 455,372 446,068 450,678 449,151 441,986 446,21 447.032
LIABILITIES
21 Federal Reserve noles ..o 394498 396.205 396887 397,505 400,169 392003 394 230 JONTT
22 Total deposits .. ... 34,285 40,424 30,924 35245 28.579 3230 31.975 30901
23 Depository institutions. .. ... 21716 34013 26,241 298101 22660 24740 20407 20,085
24 US. Treasu ieneral account. 11.967 5877 1079 4906 5.381 7.021 11042 3757
25 Foreign—Oficial accounts ... .. . . 187 173 229 175 180 191 160 160
20 OMCT Lo 414 361 376 353 337 REH 360 300
27 Deferred credit tems. ..o 6.275 5.904 5.545 5023 7.022 4009 7441 4.210
28 Other liabilities and accrued dividends 4.064 4.328 4226 4217 ERRE 4.201 4061 4542
29 Total liabifities .. ... 439,122 446,921 437.583 442,091 440523 433.534 437.713 438,420
CAPITAL ACCOUNTS
30 Capital padd in. oo o 4023 4.020 4,050 S 100 100 4.037 4.154
31 Surplus .. 3.957 39606 3.966 3.960 3.966 3.906 3.960
32 Other capital accounts . 195 465 469 2 562 49 492
33 “Total diabilities and capital accounts. ... ... 447.297 455,372 446,068 430.678 49,151 441,986 446,211 447032
MEMO
34 Marketable US. Treasury securities held in custady for
forcign and international accounts ... ... ... 549.259 551.297 553,042 550,963 553973 550,496 556,662
Federal Reserve note statement
35 Federal Reserve notes outstanding (issued o Banks) ... ... .. 307.902 510.367 511322 513,625 513943 500,144 307,028 514008
36 LESS: Held by Federal Reserve Banks. ... ... . 113,404 114102 114435 116,120 113774 11324 113.691 115,325
37 Federal Reserve notes. nel ... 394,498 396,205 390887 397.505 400,169 392903 394.230 398773
Collateral held against notes. net
38 Gold certificate ace . 11052 11,051 11050 H.051 11.051 11.053 11.052 11051
Special drawil 10.168 HL168 10,168 10,168 10168 10.168 10,168 [[IN{iHS
0 4] 0 0 O [} 0 Y]
373278 375040 375.608 376,286 378.950 371.682 373.017 377554
394,498 396.265 396.887 397.505 400.169 392,903 394,236 398,773

. For ordering address. see inside front cover.
2. Inctudes sccurities loaned:

Some of the data in this table also appear in the Boad's H.4.1 (503) weekly statistical

fully guarantced by U.S. Treasury securities pledged with

Federal Reserve Banks—and excludes securities sold and scheduled to be bought back under

[

wiched sale—purchase transactions.

3. Valued monthly at market exchange rates.
4. Includes special investment account at the Federal Reserve Banh of Chicago in Treasury

bifls maturing within ninety
5. Includes exchange-trar

ton account rellecting the monthly revaluation at market

exchange rates of foreign exchange commitments,
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holding

Millions of dodlars

Wednesday End of month
Type of holding and maturity 1996 1996
May 1 May 8 May 15 May 22 May 29 Mar. 31 Apr. 30 May 3t
Flotal loans. ... .. . .. 922 1ot 126 142 161 43 22 156
2 Within fifteen days’ oo 36 37 52 135 148 36 59 75
3 Sixteen days o ninety days ... 56 64 74 7 12 7 33 80
4 Total US. Treasury securities. ....................... 383,349 386513 385,223 388,564 385,154 377,056 381,806 381,346
5 Within fifieen days’. ... 21,349 200117 10,563 23838 20.249 8,963 15,945 2.926
6 Sixteen days 10 ninety days . 87.527 89.053 84416 86.962 92,031 99,039 91464 98,950
7 Ninety-one days 10 one year. 111384 114,327 117.906 114426 109.536 109.875 111381 116.114
8 One year to five years 91,995 91,995 91,676 91,676 91,676 89,228 91,993 91.694
9 Five years to ten yeu 32,299 32299 32941 32941 32941 32,451 32.299 32941
10 More than 1en years 38721 38.721 38.721 38.721 38.721 37.801 387210 38,721
I'T Total federat agency obligations ..................... 3,694 3,064 2,459 4,314 3,278 2,526 2,443 2,428
12 Within fifteen days'. ... ..o o 1.250 620 3 2215 1222 280 154 372
13 Sixicen days 1o ninety days . . 683 841 845 513 473 569 685 473
14 Ninety-one days to one year. 7 578 575 575 575 600 377 575
15 One year 1o live years 512 512 512 512 512 526 512 512
16 Five years (o ten years . . 492 492 472 472 472 527 492 472
17 More than 10 YOUrs, ... ..o 25 25 25 25 25 25 25 25
1. Holdings under repurchase agreements are classitied as maturing within lifteen days in NOTE. Total acceptanees data have been deleted fromy this table because data are no longer
accordance with maximum maturity of the agreements. avaitable.
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120 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE'
Billions of dollars, averages of daily hgures
1095 1990
e 1992 1993 1994 1995
e D Dec Dee. | Dec
Qct, Nav, [BXY Jan. teb, M, A, May
e . . SO JE B - —
Seasonally adjusted
ADIUS LD FOR , )
CHANGES IN RESERVE REQUIREMENTS -

b lotal teservest P ST 60.52 59.36 56 36 S6 84 50.33 50.36 55.61 5485 S5 73 55.18 S.24
2 Nonborowed reserves! e S4.24 60 -k 50.16 56.11 56 59 5613 56.11 $5.57 S 81 5571 55.00 S11

t Nonbotrowed reserses phus extended credn™, 5424 ({1 S0.16 5611 5659 o003 56011 59.57 5181 3571 55.09 Sl
4 Reyuoed teserves L0000 Lo 532 BRI SE 20 5504 3576 8519 $5.09 402 5400 5459 54,00 83,37

5 Monetuy base” 0 oo o 351.24 386 88 L JIRT2 [ 435,00 | 43274 | 43321 | 43501 43517 1 13367 | 43680 | 1060 | 43695

Not seasonally adjusted
— U - — -

6 Totlieseves' oo L 5606 62,37 al 13 “ 58 (:‘ 3056 56 57 5802 SO U5 5380 “ ‘\»).‘)7—‘ 56.00 53,30

! Nonhortowed reserves S . 5594 62,29 6092 5770 56,41 037 5176 691 5377 5195 55.00' S417

8 Nonbortowed tesarves plus extended aedit’ 3593 ) 6092 5776 56 %1 56 37 S71.76 6,91 5377 5495 S5.90' S30/
4 Requued reseryey’ R 54.90 o3 5996 S0.74 55.48 3503 S6 74 55447 52,98 5384 51.88 5243
10 Monetay base” 154 55 WG [ 42251 [ 43003 [ 43160 ] 3322 | J3003 | 41601 430,29 BRS | 437,07 | 43608

NOT ADIUSTED 1OR
CHANGES IN RESERVE REQUARI MI‘NI.\"”

W Yot reserves't L 56 54 62 Ro 6134 57.90 S6.40 S0.4() 5790 “0.93 ARWA 54 88 55 87

12 Nonborowed 1eseives. .. oo 5642 062,78 ol 57 64 56.15 S6.19 5164 5690 5372 5186 5578

14 Nonbanowed 1eserves plus extended credit® S6.42 62,78 of 13 57.64 5615 50 19 5704 56,00 N1L72 5486 5578

I Requuediieserves oo L0 55.39 61 80 o1/ 56.62 5532 5545 56.02 8545 5200 5375 5475

15 Monetary base! 360 90 39762 436 34 | 43809 | ads | 96 [ 43626 [ LTS | 442 9]

16 Lacess teserves 't e e 116 106 . 108 A .28 149 .85 114 tt2

17 Horowings from the Tederal Reserve 12 08 21 20 28 0 26 04 04 .02 (18]

I 1 atest monthly and biweckly gwes e avalable from the Boad’s HU 3 (502) weekly
statistical release Fhistorical data stonting e 1939 and estimates of the eftect on jequated
weserves of danges moreserve equireinents awe avaitable fome the Money and Reserves
Projections Secton, Divisian of Monetary Attans, Board of Governors ot the Federal Reserve
System, Waslington, DC 20551

20 Bagoes wefiect adyustinents tor discontinuitios, on “hieaks,”™ assocated with wegulatory
clanges moreserve wequirements, (See abso lable 1,100

3 Suasonatly adpusted, eak adposted 1otal tesarves cgqual seasonatly - adjusted, break
adqusted equured reserves (hne 4y plus excess weserves (laie 16)

Lo Scasonally adjusted, break-acjusted nonbortowed 1eserves eqied seasonally adjuested,

break-adjusted total teserves (hie 1 tess total bouowmps ot deposttiny istiations tron the
l'ederal Reserve ¢hine 17)
S. kadended credit consists ot honowmg at the discount window ander the rerms and
conditions established for the extended credit program to lielp depositony nstitunans deal
with sustwined Tiquadity pressues, Beasuse there as not the e need o repay such
bonowmyg promptly as with tiaditonal short-tenm adjustment credit, the money ket ettect
of extended credit s sunilan o that of nenbotrowed eserves

6. ‘The seasonally adjusted, break-adiusted monetiny hase constats ol (1) seasonally
adyusted, break adjusted totad reserves (e B plus (2) the seasonally adjusted caeency
component ol the money stock, plis (3) (lor all quatterly tepoiters on e “Repoit ol
Transaction Accounts, Othier Deposits and Vault Cash™ aud for adl those weekly weporters
whose vault cash esceeds then required aeservesy the seasonally adjusted, break-adyusted
diference between ament valt cashand the amount applied 10 satisly ciuent 1eserve
reyquenients,

7 Breah-adpsted total 1escrves equal break adgusted requied reserves (hise 9 plus exeess
reserves (e 10),

8, To adjust reqiured weserves tor discontimuties that e due woegulatony changes m
1eserve tequiemients, a multplicative: procedine s used 1o eshinite what equned eserves
would have been in past penods had canent teserve requirerents been ineftect Break-
adjusted requined reserves inchude wequued reserves agamst transactions depostts and nonpes
sonal e and savings deposits (but not seservable nondeposit habilities ),

9. The break-adjusted monetany base equals (1) break-adpested totab teserves (tine 6), plus
(2) the (unadjusted) curtency component of the money stock, plus (3 (tor all guasterly
tepotters on the “Report ol Transaction Accounts, Othier Deposits and Vaalt Casli”™ and tor all
those weekly reporters whose vaalt cash exceeds thew sequued reserves) the bieak adjosted
difference between cunent vault cash and the ot applicd o satisly conem ieserve
wequements,

10, Reflects actual weserve requaements, mcluding those on nondepostt liabilites, with no
adpstments to ehmmate the eflects of discontinuities associated wath regalatory changes in
1ENCIVE Tequienients

11 Reserve balances watlt Federat Reserve Banks plus vaul caste used to satisty reseive
requitements

12 Fhe monetary base, not hredak-adjusted and not seasenally adpusted, consists of (1) totad
roserves dme 1E) plus (2) requited eleanmg balances and adjustments to compensate for floal
at Pederal Reserve Banks, plus (3) the cuneicy component ot the money stock, plus (b (loz
all quanierly seporters on the “Report of Transaction Acconnts, Other Deposits and Vault
Cash™ and for all those weekly reponiers whose vindt cash eaceeds theinequued reserves) the
datference between cunrent vault cashe and the amount apphed 1o satisty cuent eseive
wequitements, Suiee the mtroduction o COnCIPOERCENIS ECIve gty in Februmy
1984, cunreney and vault cash figuies have been measured ovar the computation petiods
endung on Mondays

1.3, Uhnadjusted total 1eserves (line 1) less uadjusted requited seserves (e 14y,
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Billions ol dollars, averages of daly fipures
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NOTES O LABLE 17

bobatest monthly nd weekly temes we avarlable from the Bowd™s 16 (5U8) weekly
stitisticl releases thstoncal datu st g i 1999 are asvarlable trom the Money and Reserves
Projections Sechon, Division of Manctas Aflaes, Boad of Gosemors of the Tederal Reserse
Systemn, Washimglon, DC OO
> Composttion of the money stock imeastres and debl iscas tollow

M D) cutency onstde the ULS Dreasury, Toderal Reserve: Banks, and he vandts of
deposttory mstiinhions, () lraselers chiccks of nothank issuers, Gy demd deposits at all
commenal banks other than these owed 1o depositons istiutions, the U8, povernment, dand
torergn banhs and ofhcrd msttutions. Jess cashotens e the process ot collecion and Federal
Resenve ot awd chy atber chiechable deposits (OCTISE Consisting of nepotiable owdes ol
withdrawal (NOW) and aulomatie ranster service CAES) accounts an depostiony nshitetens,
credit mon shace dialc accounts, and demand deposits ab thnlt institutions Seasarally
adpusted M1 s computed by simmnng cunency, tavelers chechs, demand deposits, aid
OCDs, cach seasonalhy adpasted separatety

M2 plus () swiages deposts Guchuding: MIMDASY O siall denonimstion: e
deposits tte depostis anclsdimg actath RS e amoonts of fess than S100,0000, amd 3y
Balances el money arhet nttual Tunds gnoney tands st mimsung nntal mivest
ments ol less than 0000 T scludes indinadual etmement accounts (1HRAs) and Keaply
balances - deposttory imstitutzons and money market tunds - Seasonally adpusted M2
Caleulated by st savigs deposits, simall denenunation tme depostts, and retar money
Tund balances, cacly seasonally adposted sepaately, and adding s gesalt o seasonally
wdjusted MY

MAADL plus oy Lo denommation e deposts (e awmounts ol STO00N00 o motey
wsaued by all depositors msatations, €y balanees in wsttutional inoney uads giones: tinds
with snrmmuin ntal wsestments of SS0,000 o miotey, (3) RE abilaes (overnight and e
isted by all deposttosy wstitions, and T orodollas (overmg bt awad wrmy aeld by 1S
tesidents at forerrn branchies ol (08 banks worlds el ar all bankine ofices nt the Haed
Kagdom and Canadis xchwdes amonnts beld by depositors mstitations, the 1S eovero
menl, money waehet tunds, and toreren banks and othieal msututons Seasonally adpsied
M s calcudated by sunmamy finee e deposits mstitatonal mones fune halances, RIF
Lrabitines, and Fwedollas, cach seasonally acjusted separateiv, and adhng tis result
seasottally adpsted A

[ N3 plus the nosbank pubhc holdmes of TS savings bonds, short tenmn Treasuy
secutties, commerctal papetsand bankers acceptaness, net ol money nurher fund holdings ot

s honds, shoet eo
wey, cach seasonally adjusted

Hese dssets Seasonally adjosted Ty computed by sunmmg U8, savi
Lreasury seanws, conmerctal paper, and banhers accepts
sepatately, and then addimg this result o M3
Debt e debl agmegate s the owtstudmg credit manket debt of the domestic nonfinane il
sectorsthe tedeial sector (LS povennment, not mcluding goyvernment sponsened entes
prses or tedetally selated mongage pools) ad the aondederal sectors (state and - Tocal
povermnents, houselolds ad nonproht organizations, nonhinancid corporate il nonfacan
noncorporate busmesses.and farms) Nontederal debt consists of monlgages, i exernpt aigl
corporaie bonds, cansumer ciedat, bank toas, commercal paper, and other loans The dita,
which are densed tom the Pederal Reserve Boand’s tlow of funds weeouts, ae break
adpusted (that s, discontiuises e ghe data have beens sioothed mto the sertwes) and
month averaped (that s, the data have heen denved by averagmg dpacent inonth end levels),
3 Carreney outside the TES Breastry, Federad Reserve Banks, and vaults ol depository
mstitations
Lo Oustianchng amount ol US dollae denomimated avelers chiecks of nonbank issuers
braveters checks tsued by depository mstitutions are mcuded nedemand deposis
5 Demnand deposits ab commereial ranks and Torerpu related mstitatons other than tose
owed (e depository stiations, the TS povernment. awed forerga bianks and ofliceal sty
tans, less cashotenss oy the process ol collection and Tederal Reserve dloat.
O Consists of NOW il ATS account badisees at i depository nistitutions, ceedit unton
share dialt sccount balanees, and dennd depesits at thislcnstitaons,
/S ol (1) savings deposits Gnclading MAMDAS) 2 simall ime deposits, and 33 el
woney tund bakan ey
8 Sam ol (hy Lape tnne depostts 23 s tnatonad imoney Tuse balances, (3) R Dalilines
(overntght and tenn ssued by deposiory nstntions, ind (8 Eodollas overmght and
teert) ol TS addiessees

9 Sl e deposits mchuchng et REPS - are those sssaed e imnounts ol less than
SIO0000 AL TRAS and keoglt accownts at conmereal baaks and thodt wmstitutions e
subtacted tro seiadt tne deposits

10 e e depostis e those wsaed e amounts of $100.000 or more, exclchng those
hooked atnternational bankny Lacilties

T Fage e depostts al conmmercial banks less those Bield by money mirhel fumds,
depository ustitutions the UES povemment, and Torerpn hanks and olhaal msiutions

1.2 Inchudes both overmght aad ter,



Monetary and Credit Aggregates AlS
1.22  DEPOSIT INTEREST RATES AND AMOUNTS OUTSTANDING Commercial and BIF-insured saving banks'
1995 1996
Ie 1993 1994’
cm Dec. Dec.
Sept. Oct. Nov. Dec.! Jan. Feb. Mar. Apr. May
Interest rates tannual effective yields)?
INSURED COMMERCIAL BANKS
1 Negotiable order of withdrawal accoumts ..., .. 1.86 1.96 192 191 1.93 1.9t 1.90 91 185 1.89 1.88
2 Savings deposits” oo 246 292 3.3 EAR 3.13 310 3.0t 298 291 291 289
Interest-bearing time deposits with balances of
lexs than $100,000. by matnrity
3 71091 days 268 379 410 443 410 4.02 399 4.02 401 399
4 92 10 182 days 291 445 475 474 4068 +4.57 445 449 4.51 451
S 183 days to 1 year 313 S02 MK s 502 491 479 4.83 486 489
6 More than 1 year 10 212 year: . . 355 574 532 527 s5.7 5.03 4.89 494 5.03 81
7 More than 22 yewrs oL 4.28 6.30 5.59 549 sS40 5.26 5.10 KR 528 5.36
BIF-INSURED SAVINGS BANKSJ
8 Negotiable unlu‘ol withdrawal accounts ... .. 1.87 1.94 2.00 1.98 194 1.91 .85 1.84 1.83 184 1.82
9 Savings deposits 263 287 2935 296 2,99 298 295 292 2386 285 2.84
hweresi-bearing time deposits with balances of
less than $100.000. by marrity
10710 91 days 281 3.80 438 4.20
192 10 182 days 302 .89 4.86 477
12 183 days o | year 331 3.52 5.00 491
13 More than | vear to 2%2 vewrs .67 6.09 2 500
14 More than 22 vears oo 4.62 642 5.4
Amounts outstanding (miflions ol doflars)
INSURED COMMERCIAL BANKS
305,237 304,901 253.568 258,175 57008 | 248,417 245749 242,930 218.604 228,736} 208932
767.035 737081 746.351 745.936' 753,139 776,466 768,071 784,035 827,666 805431 839,656
il 598.270 586,449 583,762 585.896° 588.905 615,113 612324 623,110 661919 640,003 670.277
Nonpersonal 168.759 156,633 160.589 160.040° | 164144 161,353 155,750 160,925 165748 165,428 169379
Interest-bearing time deposits with bulunces of
lexs than STOL000, by maturity
19 7 10 91 days 29.362 32218 29,794 29,906 31,093 2070 33783 35719 35377 34.076 33417
2092 10 182 days 109050 Y0401 92,250 93,3907 95513 93941 95,350 97.219 97.141 96,06+ 96.272
21083 days w1 year 145.386 163.282 189.603" 187727 184.704° 183834 184,046 184,095 186,158 190.045 193,043
22 More than I N 139,781 164,499 204,869 206,579 208.315" 208,601 212394 210493 208915 208.277 207.849
23 More than 292 ye 180461 192,632 201.000 199.471" 199,389 199,002 199,254 198,922 198980 197.797 196,558
24 IRA and Keogh plan deposits ... ... 144,011 092 150.29% 150,101 149,647 150.067 150,366 149,963 150,496 150,586 150089
BEF-INSURED SAVINGS BANKS'
25 Negotiabie order nl withdrawal accounts .. ... .. 11,191 10.698 10,884 10.789 11,088 11918 11,139 11,597 11,703 11492 11,744
26 Savings deposit . . 80.376 68.223 67.726 67,732 68,345 08.643 66.702 67.614 67276 66808 67715
27 Persomal . 77.263 65,396 64519 64432 64,932 65.366 63.377 64,524 64.208 63.559 64,199
2R Nunpcrsunn 3013 2826 3.207 3.300 3413 3.277 3325 3.000 3068 3249 31516
Interest-hearing time deposits with balances of
less than $100.000, by matnrity
29 71091 days 2.746 2,008 1,656 1Lov) 1819 2.001 2009 243 2179 2,345
3092 to 182 days . . 12974 10.867 10,757 10,790 11,394 12,140 12,334 13,247 13941 13.934
3P 83 daysto Fyear ..o 17469 17484 23.654 24,006 24833 25,686 26,304 26863 27.265 28.079
32 More than | year to 2V years 16.589 16,964 26.558 27049 27482 26,582 26945 25.684 25422
33 More than 2V2 years ... ..o 200504 20,339 222510 22552 22866 22449 21819 22.526 22.638
34 IRA and Keogh plan accounts, .. ..o 19,791 18.370 21.029 21042 21.231° 21408 20827 20,845 20,615 20,553 20,543

I BIE. Bank Insurance Fund. Data in his able also appear in the Board's LG (508)
Special Supplementary Table monthly statistical release. For ordering address, see inside
front cover. Estimates are based on data collected by the Federad Reserve System from a
stratified random sample of about 425 commercial banks and 75 s banks on the last day
of cach month. Data are not seasonally adjusted and include [IRA and Keogh deposits and
Toreign currency-denominated deposits. Data exclude retail repurchase agreenmients and depos-
its held in LLS. branches and agencies of foreign banks.

4.

As of October 3,
reflect a series break caused by a change in the sur

3. Includes personal and nnnpcrsmml money
Inchudes both mutual and federal savings

banks.

1994, interest rate data for NOW accounts and savings
ey used 1o colleet these dinta,
ket deposits.

deposits
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1.23 BANK DEBITS AND DEPOSIET

TURNOVER'

Debuts are e bilhions ot dollars; tinover is talio of debis o deposits; monthly data are at annual vates

Bank group, or type ol deposit

D1 BELS

i
Dennd deposits
All mstned banks |

3 Mo New Yok City h.m}u BN
i Other baunks
-+ Other chechable (l(pn\ll\

Savings deposits llmhulnnvv “VIMI)'\\J .

-

DEPOSHE FURNOVT R

Denand deposiny’

Al wswed banks
Major New York ¢ Il) banks
Other banks

®

Other chiechahle «kpnsl[\ .
1Y Savings depostis ancludimg MMI)/\\)

Druis

Denndd deposiy’

Al used banks
Major New Yok ¢ |l\' Imukx
Other banks o0 o0

Other cheehable deposits!
Savirps deposits tnchuding MMDAY)'

-

DIPOSHT [URNOYVER

Demand deposiy”
1o Albinsmed banks 0 o000 o
17 Magor New Yok Cily banks
18 Otler banks

19 Othier chechable &|L|ln\ll\ ,,,,,,,
20 Savings deposits i duding MM[)A\)

1993

3L/
171,204 %
163,559/
31815
31074

7859
LR
RREN()

oy
Lo

ERRR DAY
1710835
163,619 7

IXL N

98

1801
A 19789
P18

(I
io

oy’

369,020 1
1911688
177,860 3

DL
37003

RIS RBAR
[O1226 0
177.895.7

195 6
Lviiamt

8182
40104
4353

2.6
[

1995

[S88

R

7,603
200,161
196,487 9

12074
4,507 8

8741
A 86T
RYRIA

154

TOSFR
201,182.6
196,475 4

ORI
S0

LYEX)
L8731
s

Se

RIRRYXT]
210,336.0
201,590.4

o904
532806

7.5
8,209 7
480D

Not

ST 6 -‘

2125060
201007

4,505.4
S07501

8954
52920
76,7

177
08

(8.0 1
7.1 J /5

409,400 9
2044840
04,976 9

1RO S
S,079.4

905 §
5,223
1963

seasotlty adju

[OLIE R
ROREAS AT
195.:4/40

15606
5488 7

RO6L5
501006
40715

178
71

asoially adjusted

397,538.3
203977.5
193,560.%

1.995.5
5, 7038.6

8527
50697
45-H1

sted

AU1BR02
210,780.0
01,0007

AR
001389

847
49009
4539

(9.0
8

430,522
293799
JOE142.0

605
0,005 ¢

DIV
9,308 (4
it

IK () ’()XJ

293140
227,298
020208

3,859
0,209,

SIS 6
S, 1007
o ks
20
8.1

195G

A47,959.01
238,517.8
2004217

50347
6,397.2

950 8
5,852.3
HRO.6

o
81

SO0
222.007.5
192.895.5"

40386
57904

901t
954275
459 8

19.9
74

422,702,606
224,060.4
198,630,

5,020
06,3406

8810
5,008 2
4510

4429838
236,954 2
206,000 6

50727
06,5037

9110
06,0605
K06

ERR!
8.0

I Ihstorieal tables contamng revised data tae cacher penods can e obtuned trong the

Publications Section, Division ol Support Services,

Reserve System, Washimigton, DC 20551

Boatd ol Governors o the

Federal

Data e thes table also appear e the Bowrd's Goo (10010 monthly statsticad retease, 1ot

ordermyg address, see nside front cover
2 Al averages of monthly tripwies,

3. Represents accounts ol mdhviduals, partnenships, and cotporanons and ol stites and

pohitical subdivisions

1o As of Jamuary 1994, other chicckable deoposits (OCHs), previonsly defued as automatic
transier to demand deposits (ATSs) and negotable onder of withdiawal (NOW Y accounts

were eapainded o mclude telephone ad preasthonzed  tanster accounts

redelined OCDs for debts data o be consestent with OCDs Ton depostts data.
S, Money niohet depost aecounts

Tios chanpe



Commercial Banking Institutions A7

.26 ASSEYS AND LIABLLITIES OFF COMMERCIAL BANKS'

Bitlions of dollars

Maonthly averpes Wednesday hyanes
Account 1995 1995 o' 1996
oo B R [ [ - _
May Noy Dt L, leb Man Apt May May 8 May 15 May ! May 9
AT COMMERCIA] Seasonably adjusted
BANKING INSTTUTIONS
Avsens

L Bank credat . Ao RURRE 3605 1 30316 b2 L6335 164944 FESRR EXERR I 30500 3,601 ) 3,008,
? Secwities m bank credit, 985./' DR 9007 990 | DURE RIDN 986 985 988 088,/ 80,7 98941
3 LS, povernment secunitios 7. 7115 71038 7029 JARE J05.2 J(820) 7135 9.2 5.0 ARN) 7127
4 Other seewsities ., . s RARY R W7D JRO0 AN YA YR Ml RYANI RVAR 2
5 Loans and leases m bank credit’ 2,508,/ 601 20149 RE(S TN 26467 26547 260708 RS 20004 206619 RECYRTH 26620
O Commereral and nxdustal . 08/ % /180 7160 7225 5a 23 FACE] FARNY JATIN AR FRRY 700
K Reab estate o0 . FORR 1LO/81 10793 1,016 2 189 3 19+ LIOSE 10087 [HEoAN 10061 1090.0 1,0UA,2
8 Revolving honie equity 7.2 /B8 1 7 7949 /0.8 8O0 ok M7 ny 96 97
9 Other . . 9666 999 3 1.00%)..2 1,000.6 OO0 1LO1ES LS8 LOI5Y9 10158 1.016.1 10164 1014 S
10 Constniet . . 4129 499 457 S0 <4 5009 503.0 S, 2 RISER 036 Mo ST SOLK
11 Secontyt L . . . 883 8609 83./ K49 RS/ 85 B30 818 YA T 8.0 R
12 Other o0 L o . 7130 AR D 2474 256 47 8 25 RER 30 AN 2561 845
13 Interbank louns? . - s 18560 1961 196.8 2000 1982 20544 20 1 RARN 2158 D084 0.1
14 Casdr assets’ . 210s 76 2247 2334 2191 25 20 RGO RN DG RERNG 2006
15 Other assels? R 280 2309 RRDXE 230 2426 RASNG 23S RIZE RS 242 L RALES
16 Total assets’ .. .. H053.7 Higo. (' 4,208.7 4,249.0 42418 4,235 +269.9 2716 2814 4,275.4 $,270.8 4,249.1

Liabdities
L/ Deposits o0 oo . . . 257006 RECERN 205402 D08/ JOR10 2HS RYaVA 167 VRS 20813 2106 1030
1K Tramsaction. ... . 86/ JOR.2 REANY 834 666 TR} 11y 7581 NS TIR0 FARKY 33
19 Nontrasachion . . 1./84.0 18719 1,885.3 19038 190144 10331 LOds 5 1958 2 L9320 1959 2 19601 1959 7
0 I arge tune . 916 4243 4213 4217 S8 PR3 4308 4492 RRRIAY IR G RN
21 Other i o 1,4923 106 14610 11820 1,188 5 1,508 15130 15191 151/ 4 1,508 1,520 1.516.3
22 Bonowmps . . 0715 Ol 600 & 053 W14 o872 L nr 12201 R e [$OKY]
23 From banks o the ULS 1853 [98.9 198.1 RU 1994 20779 JG 2005 2106 2085 2048 2060
24 From nonbanks in e U8, 4920 116,20 192.2 w71 4059 195 ROTR RUMG 5135 du1t OV 1934
25 Net due to setated loregn offiees L RIIRS 2600 2101 RO 264 RAY S N5% JOR.2 2378 RGRTS 259§
26 Other halnhties? o D2y ARG 27 230 2344 D56 EARIY DN 20 NP3 G2 b
27 ‘Total Swabilities ... RVIPAL SE08.0' A5 38938 RE AR 3475.7 RAIRN] 3902.3 39252 39071 39017 RE VRS ]
28 Restdual (assets tess habilities)®. ISR LFARY LAYV 155, 398 9 1038 3968 369 4 LRIEN] 308, 3 LIaN| 32

Not seasomally adpsted
Awets

29 Bank credut . e 389 8! 35004 30129 56225 INERIN 30278 3,650 §,007 1,097 8 1610.5 Lol Lolde
0 Securities in bank credit YaLa¥ DLV DR 9779 GHY 085 YR30 U5V W26 DURNE D8/ 6 D880
31 US povernment seeuttties . ny 09 1002 7.0 12 6 10 AN Nyt 7159 JARN 1119
b Oiher secunhies . .. 2000 20 27400 R 2196 RAYS 204 REAY() 210N 2/6.7 2008 216,10
i3 1 oans and leases nn bask credi” L[ 085 RO o0 RSN 613 260106 2060.0 20608 20052 2,0564 2,061 8 RNGRTIRN
3 Commercral and mdustoal 6927 e et RS 1236 Do Jaunt 7380 190 JAUN 784 /45,2
34 Real estate ... . o L 00 TOBSR 10840 L8600 LOKG.2 1URR O [RESIR) L027 [KLIR 1OV LG 1,091 023
16 Revolviy home vguly . I 19,3 92 795 794 790 4 M 156 M7 RN Mo
37 Other R 9639 10045 1LY 1LO00.S 1400.8 1S LO12 S [KURKE) (KU 10135 [KURN{ Lot/
i Consumer . P 4713 1937 S018 S05.0 S01.1 4998 SO 001 S 501, S01.2 S080
i Secwty!. .. o 838 8R4 8.0 80.8 8K/ Ko 0) Kol 717 832 TLA 800 Jo
10 Other BN 200,/ ERRR 240 24 437 217 25001 500 210 2506 REON 2510
H Interbank loans? . 199 199,06 200 Y130 190.1 2082 200, 2000 2074 2089 [98 3 2013
12 Cash assetst . e RILE EAGE] REHNY 24000 2109 208 6L 6o Tt ayatl 2004 2200
B3 Other assest 0 . L RN RA RS RASES M 200 o Mo RRTR 20 250 ERY R RN
BETotal assets’ L L L L S 4,193.1' 42431 $h257.2 42355 $,222.8 $,200.2 +4,200).2 42724 4,203.2 4258 200.7

iabidities
45 Depostts oo e 20602 2O 0 20904 20910 20720 RES TR 240 2,003 20005 2710538 20184 RNARK]
46 Tewsaction, . 1144 1K1 800! 795 759.5 FARX(] Ty 64 T T30 AR 7508
1 Nonttansaction ... . PN 1,/85 8 LB/ 1,881, 18089 19126 19312 19184 1,960.3 19512 EO0O0.1 1960.5 196244
A8 Linge ime . . . L L 065 4243 4203 4188 4264 4298 it A6 139.0 4487 46,2 REDN|
49 Other oL . . 1,389.3 14520 460 [RON 1,186.1 1,504 15110 15057 |G L5164 LSEEY 1LSEst
SO Bonowmps oL . 6767 083/ 695 ) o220 O8RS Y40 [{PRR} T 8./ 006 au} OUR.Y
51 From banks m the U1S, . 1830 K0! 2008 250 1972 20207 JOR.0 20600 JOR8 2006 1996 2050
52 Lo nonbanks mothe U0S 0 du3D 183 ] RESRS A0 REE L1601 AR/ 4979 S99 ROIN W98 3
53 Net due toelated foreign offices L RAER) 2020 2038 Y2 2782 2021 2547 2584 30 200 2L 2600
54 Other habilities? 2250 23008 23R! PARD] RRER RRFA 2mY 251 60 2299 2106 220
9 Total liabilities .. . o 37058 34347 RECANY 3.890.4 IH70.5 3,855.7 3802.% 38945 39057 K998 K687 38941
56 Restdual (assets fess Halities)” . §19.2 39K 4 R 60O 305.0 W01 38 0 305/ 06 G 034 305/ 3665

Footnotes appear on following page
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26 ASSETS AND LIABILITIES OF COMMERCIAT BANKS!

Billions ot dollars

Continued

Actount IRA OO

May

DOMESTICNTTY CHARTERED
COMNMERCEA BARNKS

Avsen
S/ Bank credit 1079 3% L1020 INVIiN} 35,1978
S8 Secunhes m o haok areda BRLRY 891 8350 RSO
59 LIS, groverment secunihies .o (G [CYNS [ olo.l
£ Other secunties C 2 000 2 RATSY
e T oans aued leases i bank cedn? RS 2808 1 EREIN RN
02 Commerctal and mdustual 51544 Sy 5352 S0
63 Real estate . [0 3 LOH LOBO LOSTO
O Revolving home cquaty . 72 /8.8 0.1 Ju6
65 Other | 960 968G 9713
o0 Consumer . . o Wy JOs7 SO0}
o7 Seeunty 't . . AR 445 N0, 556
OR Other . o . [FAN 185/ 191, 1961
69 Interbauk loans? 161/ 1691 1787 1822
TOCash assety” 1840 186 1936 J0M0
71 Other assets” 16408 Vi 1511 1820
17 Total assets’ RARYA 36391 36717 3,707.7
Drabndines
T3 Deposits 2l 24750 EROIN RARRNY
Al Liansacnon T JAL RS 1031 17
759 Nontsaction 1o3E 17153 1.178.4 1,750 7
70 Farpe hnwge 2o i 20 RFAN|
71 Othey 1,388 4 1.1/ 0 1458 3 14780
/% Bonowigs S0 5057 RIZRY 5010
79 bFrom banks mthe US 1642 1787 1909 186,/
g0 Erom nonbanks m the LS () 8/ LDYA{) SR

81 Net due toelated Toreen ollices . 86,3 80.0 L0 DAYy

82 Other labiiies™, tHSY [REN {9 (AR
83 Total liabitities 320016 32770 8357 33609
81 Restdual Gassets Tess habihtes)?, LER 62,1 OO oy
Auven
Ry Bank credn . 1080 4 L1723 LR} ARG
86 Secunties i bank credn 8621 833 8IS EERNS)
8/ LS, povernment seeuntlics 610 630,0 60 610
b Other secunues 2N RCH 2080 2067
RO Lowns and leases m bank credi’” YR 28170 LRRR ] RERA
90 Commercral and mdustoal 5204 RRAN) AR N0
91 Redl estate . Lo02 7 LMo S L7 LOSO N
9 Revolving hone equity .. I /93 IR 795
94 (b RASYS) U673 O8O 913
9t Consner . I3 RURWS A0S SO0
DA Securyt . s S NS4 O Y S0
9 Othet 1719 1874 1915 1957
97 Interbaok loans! 1539 IFAR 1847 1899
098 Cash assets? 1813 190,/ 2088 RIVES
90 Other assets® 164 8 1763 183/ 1815
100 Tutal assets’ 35307 30558 37026 328
Fabdines
101 Deposits oo o0 o 73093 288 LR REA EAR RV
2 Tansaction Jon b HIs JUR 3 Ry
103 Nontransaction 16310 1L/1G6K [IWARE} 10440
104 [inge tane | IR R RO 2094
10y Other 1,385, LR 1SR [NTARY
106 Bonowmgs AN 56006 S7T60.8 SR SKL7
ta/  Leom banks i the US 163 &t DT 193/
LO8 Lrom nonbanks o the LS Jor 1 U560 9202 Eht Y]

109 Net due 1o getated forcion offices ., 98 884 804 g1y

LIO Otler Tuabdities® o000 oo 1150 108! 1533 (RIS
L1 Total liabilitics 3,196.7 S04 33488 33580
T2 Restdual tassets Tess Trabnlines ), 1340 35204 IRERN 318

Monthly averapes

Wednesday hputes
toan! 1990
Fvh, M, Apt May May 8 May Iy May 22 May 20
Seasonally adjusted
3196 3 L1976 1200 3 207 W0 30034 3243804 3.200.%
R543 811K 812 8104 Bt 8301 R3S 811
AR 0355 0350 6371 630 (310N 0365 0338
2100 2084 074 2086 0/0 2100 2000 M0R.3
JAB0 ERRRE 24674 25058 23088 28033 LR Y 28022
51015 S HLO MY 51090 S0 504 S5 540
10550 10604 1626 ({1026 1062 > [RUS I 062> 10621
9.8 08 SO0 ToN 9.4 9.7 196 79/
WIS OR1 1 O8O YR 9 U878 DERR D29 HR2 -}
S S SO0 S0 2 MK SO0 RIRNN SR SR
SH3 NS 582 S0 8 S 10 530 480
147/ 1972 REIRS 1995 DR 199.6 2002 199.0
{738 I8 Lo (DI 1008 s 198 % 188 3 1810
1898 188 3 1953 1925 100/ 1901 1954 1834
18600 180.0 18860 1884 JURNH 1873 1353 1801
3,089.1 37005 37277 37208 A0 3,740.2 37158 30984
25162 BRREL IAHY RN RN 15800 25605 ] R 25269
7564 JALYS 614 IR Yt Mot 1669 Ja3 N, TAS
1,700, 17450 1,786 1,900 1793 1,798 2 1798.5 P79t
2739 200N RERE Y780 Y718 2189 2.2 2RO
14861 1,5025 15087 1,518.0 [516.2 15193 15193 [IRIRI4
5737 5154 SE8.3 SH2 o0} S0 5754 SI7d
1760 1872 156,/ 1860 1911 1850 1N1Y 1861
317 IR 016 1o | L (R (ORI 913
905 810 816 879 Ys g 817 wiy 824
155,/ 1108 15749 [RIVA 150 [53.7 [RYAY (RN
3.340.0 33199 33786 RRIEXT 3,390.2 RRYUN, L3587 3,330.9
353 006 3101 0200 b 3504 i/l 36/ 1
Not seasonadlly adjusted
ARE IND Ot LRI LS R 3,190 V2IEY LA O 3200 1
U i/ K175 K03 8925 ERRN 8165 Rlind
39,3 Hiy/ (108 00 OL0 (33 03746 630.1
02 2085 2000 o3 o 2L 14 2100
REE L1V RERS 28617 206209 23060 23018 20 IRICIN
3307 Sy 550/ ST Y hRI{Y 5504 oD AN
LOS1 7 1059, 1,054, 10597 10394 106607 10389 1059
791 i oa! 7.1 9. 9.0 95 Mo
RN 9/0.1 9m 980 9N PR 9194 94794
501 1 003 S081 S0t S017 Al S 5030
534 S16 Sl 490 531 4609 309 Ry
(930 1948 w73 1969 106 | 1969 [DAR 1980
1772 1832 180 1810 88,1 1912 1775 1760
1917 1815 tw6 (DR IR8 7 (DR 1ROA 2000
1810 1859 1878 188 0 1910 187 INLL 1860
36855 36843 37230 3718.3 37342 37289 3689, RAJ DA
20070 JAl9n 201071 RARRS] 2827 RARSER] 202 LRI
J4KR FARD) T4 758 13 7549 078 700
[NELY) INIAR) L7800 1,796 5 1791~ 1970 1, /904 (NI
RYAN ALY 26 RETIR KON REEN 2840
11834 [RAN A0 [N [IRIRWS [IST RN [ISIRN}
5728 S67.5 5730 SKLS VRN 5705 S04
1/85 (821 186 % 1819 188 1 IR4R t70.8
910 B 867 W4 1018 3028 7.1
DR 815 80 932 976 817 o1 s
1544 1510 1560 1520 1IN 1518 (MY
33204 33231 336010 3,458.7 3,472.6 33715 3,330.2 3,352
9| sal 2 D) BSY6 606 3971 Y./ LEIN

I Covers the fotlowimg types ol nsututions 1o the iy staes and the Pistincn ot
Columina, domestically drtered commercal banks that subnmt a weesly report of condition
(large domestey, ather domestically chartered commerera banks tsmall donestic); branches
and apencres of lorergn banks; New Yorh State mvestngent companies, ane Felge Act and
agreement corporattons (Qorergn-related msotutons), Eacludes international bankg Lacilt
tes Dataare Wednesday values, o prorata averages ol Wediesday values Tage domestic
banks constitute @ urnverse, data lor simall demeste banks and foregen elated mstitutions e
estipites bised on weekly samples and on quantes ead condition eports Txia are adjusted
lo1 breaks caused by techassitications ol assets il hatnlines

20 Eaddudes Tedetal Tunds sold 1o, weverse wepurdchinse apeenients witly, and Joans 1o
commeratal banks o the Uated Sttes,

LoConsisty of resene wepiciase agrceients with broker deaters agd foans o puichiase
and cary secinties

LoConsists of federal funeds sold toreverse repachase wrreements wathy and loans (o
commiete b banks m the United States

S Inchudes vault cashy, cashatems s process ol collectnon, demsand bakances due rom
depository mstitutions mthe United States, balanees doe o Tederal Reserve Banks, and
ather cashassets

6 Iacludes the due fror position withorelated Torergn oflsces, which s included i Lines
25 5L 8 and 109

7 bavcludes uncarned micome, reserves for Tosses onfoans and leases, and reseeves fon
trauster ik, Loans aie reported gross of these items,

8 Lacludes the due o position with welated foreign ofbices, which i mcluded i hnes 2,
S4BT, and 109,

Y Hos balaaeing gem s ot mtonded as omeasine ol cquaty capital tor ase i capttal
adequacy anabysis



Weelkly Reporting Commercial Banhs ALY

1.27  ASSETS AND LIABILITIES OF LARGE WEEKLY REPOR FING COMMERCIAL BANKS

Milltons ot dollars, Wednesday hipaies

1600
Account - - -- - — - - - - - - - - - - -
Apt b Apr1o Ap 17 Ap 23 Mav 1 May 8 May 15 May 2 AMay 29
ASSEILS
I Cashand badanees doe lom depository mstutions F1sone L1100 [REREY] 117,760 118,673 119831 [NIRER 123,000
T US Lreastny and govermment secunnes IR0 IS IRIS00 REIRORE 'SR/ EORNA RN RD] 280,104 279,708
3 Dladmy aceount . . IRy T1.O80 19411 19,002 2RI 2318063 2017 22965
l fuvestment accomit . , 260 200 REXIR 61874 Lok 200083 ol 200270 158,080 250,13/
bl Montpage backed securties . FEE208 [N RISV 113273 iy L6027 115,620 116562 110,001 115,604
AT others, by matinty
O One yeam o1 less . 0039 3108 R INIO3 $5.050 35002 IR 3 33,387
/ One year throuph hve vears . [AS [(RRYA) [NV [N 62001 62,7703 07.082 6181 (SRR
b Mote than bive veas . 17 e JRA60 IRTS H/ 800 17,61 RYARRYS 10,901
O Other seaattts . . 115,950 [IERYSS 119007 173,995 R0 124607 172,291 123351
1) Dradmy account ., . 1510 EOTL Lot AN 1830 LR 110 123/
11 Investinent account . P 01181 03,790 6105 O340 (3,383 [(RREY [RTRRY) 63,307 03411
12 State and docal goverament by mitunny e INU78 18,95 Jo o1 19,065 18,041 18.800 18,784 18,81 I8.X29
I3 Oae year on fess . 1o [dl] L0 RV IXIVNS [XIRY) LO1O Y 019
It More than one year L [RWATH 1H73s 1R [BRAF 1185/ Ve Ly /73 14 784 PRI
I Other bords, corporate stochs, aned secanties 15,003 TERIX 1 W6 bLvio RRIRENE [NIRhH G108 11581 RN
16 Other tading decount assets . . SNIUy S S0 SUN AL DT K981 aR,a7/0 RYNFA 48,06
7 bederal funds sold” . [RNIROD L0008 [ARARR 11808 105,731 121,656 119912 112,698 106,695
{8 [o commercntl banks m o the Unied Staes . Trav NRD 5,008 79203 87,000 R,/ 87,610 78,385 IR AN
19 "o nanhagk brokers and deaders i securties 1048 REWATS IR RX] 15,040 [HIRA LRM I 26,800 28,906 26801
My Yo others' . 6,381 SO LS 1 1203 1L bebt? AN 9,318 U583
21 Other loans and leases, gross . . . 12000738 1,293,000 1.296,727 1207m8 1,802,123 1,9/.559 .95 867 1,203.815 1,790,182
RS Comneroal and mdustiiat . . . IRIIOA( 570 359,059 INONAIN 363,620 361,247 300, /97 359,003 350,880
RAI Bankers acceptanees and conmeroal paper . 1ots 1,603 1,158 IR LS01 1189 1482 1373 .
O Allollwer . . L 15y 300! RS0 IIRIRY! 362119 359, /58 139,365 357,600
RN LS addiessees 182,601 18870 s 150,351 156,983 150,548 ISER7/
20 Non U5 addsessees o . BVItR 2739 LAH Y 7oN INEA RIS R
2 Real estie Todans Lo S0O,8N/ O8RS SOSKTL SO7RTY S0 S6, 10 05,196 203,601
28 Revolving, home eqmy TR Lol 17,033 11007 18,191 I8 /16 18,00y 18102 RYRODI
" Al othey . . RRUR VA 461,681 OO 8 1Y 159,688 SN RRLRSFAY 157,303 199,605
3 to ndividuals tor pessonal expenditure YOS VIR, AN UMY LCXOR0Y (0, 160 280,704 2 IR | 5315
3] o depository and hraocal imstsiitions . JAREYA 762 13,059 735130 AR SR JANEY 12,600 AWy
IR} Comaercral banks o the Unted States . 10,6060 ETNRYS 1,050 (RIS 1 N80 (R RENVA] GO
N Banhs 1 loseipn countines, . . 1033 1900 1021 3510 401 1813 2877 3,542
34 Noibank depository and otber fngmaoad mstitanons [ORTH 2908 IRV REWAY) M EOR 28,000 20016 20,500
B For puichasmg ad canyme secunnes . [AREY) 11801 15122 15,79 .86 [BXIRY 1LS1/ 16,611
36 Lo banee agrenlturat producuon . 6,318 657y 0387 6,610 0,09/ 04./02 0x11 6,90 6013
37 To states and pohitical sulxdivisions 10,40 13,10/ 10,45 10,317 10,188 10,260 10,359 10,50/ 10401
i Fo toren vovermments and olhical mstitngons AR 1,424 1,237 [EENY L2 1,080 11y 1.096 [ O8¢
39 All other Toans L B . RECIE 26,097 26,501 0,197 MLOR0 M 628 Y507 BRI J8A07
10 T ease fmatcmg recenvables 67 ISR 4N 500 15,700 [RESTER] 16467 ool it 46,107 16,880
HELbss Bueaned meome . L6 1.81? 1513 1808 I 805 (R 1877 1,850 1.865
N omt and fease reserve ! . 33050 13060 33,019 12008 33117 13,008 L8 .08/ 1,083
1 Other Toans and Teases, net . Fomansot | 189.007 [ 1261860' | 12627 10! 1.6/ 801 1,002 400 1,260,809 1238878 1,201,084
AV Al other assets 1149500 [RENA Y [REXSOIN I HL 600" [RFATARY 118,717 150537 113,923 JERRND)
45 Total assets. . . . o S 20305470 | 2,043,145 | 043,717 | 2049854 | 2003598 | 2,089,092 LE,US‘).MO 2,029,078 | 2,087475

Footnates appeac onthe Tollow mg pagre,



A20  Domestic Financial Statistics [ 1 August 1996

1.27  ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS  Continued
Millions ol dollas, Wednesday figures
1990
Account I ~
A 3 At Apu 17 Apr 24 May | May & May 15 ’7 Muay 22 May 29
LIABIESIIS
46 Deposls . o o0 1236948 | 1,232452" | L236,517 | 1,212,132 1,231,923 1,215,690 1,236,930 | 1,202,246 | 1,221,291
4/ Demand A|L||U\l\\ 315,277 311,202 310,236" 302,621 322,658 301,006 323,033 294,104 115,572
4% Individuals, p.nlluulupx ‘Il!(l unpnl,nmn\ 270,048 267.244 200,122 254,789 274,400 258,201 275,727 252,479 267,838
49 Other holders © .0 o000 0 0 0 44,570 43,958 RYNERE +7.832 48,258 42,396 47,306 41,725 47,734
50 States and |m||m.|l \\Il)lll\l\ll)ll\ ‘‘‘‘‘‘ X028 8,000 8,123 RR20 9,802 8,204 ¥,914 %,303 8,935
51 US, govermnent .. . 2,258 2493 5,178 6,515 3,136 1,731 3,075 1,739 1,470
52 Depository \II\II[[HIUII\ n lllu Uniuted States I peatY 19,894 20,939" 19,630 21,798 20,157 22,3814 19,637 24,101
5S4 Banks m forengn counties 4,977 503 4,567 5279 3,042 5,293 5,443 5,004 5,540
54 Foretgn povernments aud othcial ll)\lllllllnn\ 621 ans 610 57% (%) 594 091 590 L 776
55 Contified and othees’ checks 0 oo 7. 140 0813 1.660 6979 7818 6,557 6,800 6,452 7,306
50 Lransi ton balanees other than demand dv|\ux|l\" 80,892 80,267 9,990 82851 80,823 80,250 76,7606 71,487 72,032
ST Nontransachon balanees . o0 oL . 834,779 814,98 830,291 826,058 828,442 834,449 837,131 836,705 833,687
58 Tndivaduals, paresships, ‘lllll [a] pnl.mml\ ..... 807932 807,939 803,515" 797 958" TI9.310 BOL6T3 807,569 &(16,910 B14,2§9
4 Other holderws 000 0 20847 27,048 20,775 28,009 29,132 29,716 29,562 29,795 29,468
of) States ad pohieal \ulnhvnum\ RRICHS 23,074 22,307 22325 22872 2341 23,261 23,478 23,225
61 US govermnent . .. . oo o . 2,037 2,205 2.558' 4,032 4,014 4,019 4,042 4,040 4,040
62 Depository Bt ons 1 th \)nnul States . 1,524 1.400° 1,537 2.03° 1,941 i.bo6 1.948 1,958 1,8R4
61 Forenn governments, oflictal mstitutions, and banks 305 05 i 03 306 310 311 31K 319
04 Liabihities tor bonowed mone, y ........ . 392,692 306,785 398,015 416,631 411,525 421,002 406,808 405,250 406,709
65 Bonowings from bederal wavn Ihmk\ P 4] §] [§] 4] 4] 0 [§] 4] 4]
66 Treaswry tax and loan notes [T PRPPR 11,358 5,921 24,794 26456 24,228 14,238 3,648 2,182 3,355
07 Other labilities tor bonowed money” ..., 437 J00.R6:4 373.821" 390175 387,300 400,764 403,217 403,354
68 Other habhties Gnetuding subordmated notes i del hmlun \) 207,175 208104 212,930 224 582 225,242 227,195 220,808 225,742 214,297
69 Total Habilities ... . .. ..., LRIGHIS' | 1,847,340" | 1LB48,068' | 1 8SI345" | LK6K,689 | 1B6IRYZ | 1,864,663 | LRIZZI8 | 1,441,290
0 Residual (total assets Jess total labilives)y” L 193,740 195,805 195,640 196 S04 104,908 19s, 199 105,173 195,840 196,178
MmO ‘

71 Total loans and leases, gross, adjusted, plus secunities”™ . LOBY26H | Lov813 | 1697,002" | 1695077 | 1704096 | [L700,680 | 1,694,243 | 1,088,936 | 1,687,476
72 Time depostts m smounts of $H0,000 o1 moie 119,407 11%,211 119,119 122439 121,537 123,988 125,319 125,591 124,714
73 1 oans sold outnight o aflbiates” R [NRIS L1060 1,008 1,088 1 OR( 1,056 1,018 1,039 1,032
74 Commercad and mdustad o . RN Co 208 208 208 208 208 208 208 208 208
/5 Other .. Lo f Redb K38 829 K20 812 789 780 171 765
76 Foreign buanch credit ¢ xluulul lu s 10\1(1\[1[\ n 26,901 27107 27,861 27837 27527 27113 28,057 27,880 28,202
77 Net owed o related wstautions abroad 711,204 07,716" 73,340° 945,16 1,048 93,087 3,508 7,840 K740

I Includes certiheates ol patticipatton, isstied of gutanteed by agencies ol the US
povernment, in pools of wesudential morgages

2 Includes secuities purcliased under agreenients o wsell,

3 Inctudes allocated nansier nsh resetve,

+. [neludes negotiable order of wathduwal (NOWs) and autornatie anster service (A1S)
accounts, and telephone and presuthonized ansters of savings deposirs,

S eludes horowmgs only Lo other than doectly related nshtutions

6 fucludes Tederal tunds purchased and seeanties sold urder agreements 1o repichise,

Fhus balanciog stem is not miended as o measwe ol equity capital for use e capital

adequacy anadysis.

B, Lxchudes loans 1o and Tederal funds transactions with commercial banks in the
Unisted States,

O Aflthates include o hansk’s own toreign branches, nonconsolidated nonbank athilates ot
the bank, the bank’s holding company (i1 not o bank), i nonconsolilated nonhank
subsidraries of the holding company.

th. Credi extended by foregn ranches ot domestically chaniered weekly reportng banks
to nonbank U8 aestdents Consists maunly ol conunercial and industiial toans, but includes
an unkiowin ameunt of Gedit extended to other than nonfurancial businesses.



Weekly Reporting Conunercial Banks

1.28  LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS

Assets and Liabilitics

Millions of dollars, Wednesday hgaes

A2l

Accoint B
Apr b A, 10
ASNSI IS
ICashe aned balances due trom depositony
wstitunons . Lo L oL L [RORFA) 15,859
2 US reaswry and govenmnent agency
seeunihes . . 16, 41" 16, /85"
FOther secunities - L 12,6600 43000
4 Federad tunds sold! Y61 20,094
S o commeretat basks i the ited Stes 5 LR 1,100
[} To olhers N 19,014 14,993
7 Other foans and Tedases, pross . .. 185,101" 184827
8 Commerciab and mduostral . . . 122,043 [RIICESY
9 Rankers aceeptances and commercal papet 5,108 5,489
10 All other . . P 117,580 116,516
1 S addiessees A - 1 110,36
1. Non-U S, addiessees . . 6,216 o051
13 L oans secured by yeal estate 0007 20,0000
14 1 oans 1o deposttory and hieane ral
mstitutions . 0,501 3001
1N Commercrad banks e the United States 2306 2 548
16 Banks m loreipn connties jual 51010
v Nonbah financial mstitotims, o S 3984
18 Lo purchasimy i carrying secunties, . 4937 1,952
t9  To lotepn govermments ained oflictad
nshtuons L [ER3] 482
0 Allotber. 000 . Ly 4228
21 Other assets (clanns on nontelated partiesy 32000 34150
20 Total assets’ L0 . 384,801 387,308
Laanmn s
23 Deposus or credut balinees owed 10 othe
than docctly selated mstitutons 108,056 O, 30
2 Demand deposns’ L P 16 3930
25 Indwviduals, patinersiops, and cotporations 3,119 3,207
260 Othwev o0 o0 . 871 AR
7/ Nonttansaction aceounls . 101,060 97,108
28 Budividoals, partneshngs, and corpotations . 72,4010 64,250
N Othe e 9 150 28,153
30 Borowings rom other than duectly
welated mstttons . L . L0 16,140
Vo bederal hunds purchased? . 11,608 45,781
320 laom commercral haks in the United Stales 12,004 CNAR
33 From others . R 145,604 15,928
b Other Liabihities Tor borrowed money HOREY 100,850
9 Lo conmnercial banks a the United States, RIRAY] 251
W0 Mo others .. A RSN 26,608
37 Other Trabitities (o nomelated paties 59, 160 [RRVEL
38 Total liabifities” RESRIUE 387,808
Mi:MO
39 Total loans (gross) and secanties, adjusted” KINETN RORIEES
HOONet owed torelated mstitunons alnoad , . [RRICEET 1,070

Apr 17

15,506

Eo60"
418610
31479
0907
24,573
183,709
121,761
ENRE)
116,607
110,229
6,8/8
20,004

30,110
224
[RINT|
Y1AES
4,807

080
oy
IERIRY

393819

105,173
A0
A
125
1o, 047
JARRR
Kb

8875
5K/
1.0.057
10,220
RURL

408
25070
[(RX(REY

393,819

RESIOIGY

0, 6/

199
Apr i May | May 8
15,342 183 17613
ABO10" 1819 0831
15,378 4300 490
I8,065 8, /8N 26,813
8634 TR (1,884
19,434 1706 19,924
189, 105’ 185,395 183,500
12,007 119,40/ 118,350
5102 AT 400
115,805 1ELO71 11398
[IO NIV 108, 3.1 17,209
6,191 60,477 6,088
20, 380" 20,402 20370
3.676 100 33 0/9
2,560 ERRTY Vi1
5120 L7 3089
29997 31,7559 MO8
5031 5,008 1517
6O~ EVA) SRS
LO10 ek b3
3/ 080 W01 085
392,324 395,030 93997
108448 108,136 108,351
4,210 4.0° AMAR
A8 3181 3000
138 Al ]R3l
104,217 14424 104,100
11,189 JANEX] 14808
JUb8 29010 290934
759,903 R¥, 391 83,024
FHOY3 55,0060 50,405
8,700 16,175 10,602
35,931 (BRSO} 39,804
3270 14085 1610
Lo 1008 (|
26,101 29018 30,398
[(ORRES 60,598 60,308
392,324 395,646 3,997
202,655 ROYRVEI 29488}
LU 10,960 103,807

May >

13,019

8,809
13770
L0560
N0
[N, 347
RS V05
119599
1787
[NRRY
H8.6) 3
0O 194
20,389

14,039
200
3Lk
280
00N

SK 1
08
.80,

394,132

10V, 8381
F200
1,550

6
105,131
771
IR0

810/
19,200
13801
35400
3RO

ool
20,60/
(R B

394,132

R
100,790

May 2?

15,077

49,50
3,888
35,09
f.280
18,010
187,250
119,906
4,715
119,450
108,953
0,19/
20612

$1,021
027
3,008
R, IRY
5,425

601
O8RS
30,630

307,039

101,37y
S04
1510
R
07,271
1,308
210018

82,70/
16,03

397,039

200,109
106,688

May 29

15,491

49,984
FHSOY
27,6404
N0
17,075
I8/ to)
(19,734
4oL
11:h¥23
108,625
619/
RIARES

31482
2 80y
LNERA]

RTINS
2030

290
NG
0. 1069

401,131

(IERN
1,459
LRV}
184
108,172
/9,22
O

19485
057
8,760
10,897
VEROK
+ 100
RUNE:
61,855

S01,181

Y9N8 8
LIDYIY

Lo Inchucles secunties purchased wrder agrecments toresell
2 Includes tansacions with nonbank brokers aid dealers i securmes

Volor US, branches and agencaes o Totepn banks Tuving aonet “due Trom™ positson,

mcludes net due hom related mstitions abroad
4 Includes other tansaction deposits,

5 Inelides securdies sobd ander agieements o wepaichase
6 For US Branches and apencwes ol Torerpn banks having awet “due 0™

nicludes net owed torelated mstiutions abroad

posthion,

1o ExAudes 1oans toand lederal Tunds transactions with conmercil banks o the United

Staies
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1,32 COMMERCIAL PAPER AND BANKERS DOLEAR ACCEPTANCES OUTSTANDING

Milhions ol dolkas, end of perod

Yew ending Becember 1995 1996
Ttem - N N - - - R I R - - - T
1991 1992 1993 1991 DR New bed lan Leh, M, Apt
Conmeroal paper (seasonally adjusted unless noted othierwise)
1A issuers . 518,832 Sd5.019 555,075 595,382 674,927 669,601 674,927 685,797 087,064 695,201 710,749
Fancnal unnp.mu‘\' ,
> Deater placed pape Aklnlu\ RO 160,100 BN ERAR NVEH RYARIN 270, AR JKK, 08 JO8308 EORE RS 8507
i Proeatly placed paper 7 1otal 182, 103 [WARSIA 180, 18y 7 01 210853 RN MR R 208,160 208,040 08,880 211833
1 Nonfuancal unn]mun-\‘ . 134,470 (17998 [IRRWAD] 161613 18K,200 179801 188,260 189,001 180,310 193,788 195,319
Bankers dollar aceeptances ol seasondlly adjusted )’
S Total . . 43,770 38,194 32848 29,242
By holider
O Aceepting banks N (RIS 10N IR R 11./8%
/ Own nlls P . Ry 9.7 10,707 10,162
R Bills bought howe other banks 1.670 1,198 (ANt 1,34
buederal Reserse Banks®
O Loreign conespondents 1./39 1,210 A 410 1 Ha na . Hd [N na,
U Others . RS HORTIN) 19,207 1700
By basny
T Impouts mto Uhinted Staes [RIERE 12,000 10,717 10,06
12 Taports from United: States 10,351 8.000 JARDX) 0,49y
L3 Al other . 0,577 1/.890 L1838 L4t Y
to nstintons engared pomanly o commercal, sivings, and motdgage hankang sales, 5 Data an bankers dolla acceptances are vathered lrom approsinaely 10O institutions,
personal, aid miangage hnancag. Tactonng. fuance leasmy, and other busmess lepding, The repottng proup s revised every Janvay Begimnmyg By 1995, data Tor Bankers
mstndnee undesw nng, aad other msestnent actsoies dollat aceeptanees will be cponed aonually in Septenibao
* dncludes adf inumeral company paper sold by dealers on the apen mathet 6 I 1977 the Pederal Reserse discontmued operations i bankers dolla seceptancees Tog
4 As peponied by mancial companies that place then paper dizeetly witlois estors 105 OV 11 deeount
I Ineludes pubhic atihties and s engaged prmacly 1 such acty iies as communie
tions, constiteton, sanutac oy, munng wholesale and setast tade, transportation, ad
SUCIVICES
133 PRIMUERATE CHARGED BY BANKS  Short- Term Business Loans
Percent per yew
bute ol changre Rate Penod Aerape Penod Average Perod Averape
! Ll rate rate
1993 Lin [ " 600 juns . 600 oL . 600 1995 Jan . 3.590
(RO . TN /1N e . 600 toh 900
1991 Ma 0.3 19 8NN3 At 006 Mt .o . G0tk
Apr 19 . (LA A (IR Apr,oL G.00
May 1/ 125 19434 H10 May - P 499 May .. 9.00
Aug 16 A H00 lune A Tune Y00
Nov o 1 .o B S 610 Julv K Tuly . .80
600 Aue Auy . 8./5
1995 beb 1 . . RAH 60 Sept B LA Sopt . LA
Tuly / hIA 600 Ot A Ot A, 8.
Dee 0 . R 8 () 0.0 Nuoy F Kis Nov. [P 8 /5
000 1 S 850 Dec, B.05
1996 teb | 8N 600
600 1996 Tan, 890
600 leh 8.05
GO0 N 875
Apt. . 8.5
May oL 805
Hurie . 825
I the prine rate s one of several base rates tat banks use 1o pree shott wenm bisiess Repon Date on thns table also appear e the Bowd™s THD (519) weekly and Gl (15)
Toans Ehe table shoss the date oot wew sate Cane 1o be the predonunant o quated momthly stabesticab eleases on orderng adiiess, see mside o covet

by a mggonty ol the tventy five Lirgest banks by asset sz, based o the most recent Call



1.35 INTEREST RATES  Money and Capital Matkets

Financial Markets  A23

Percent per year, figates we averages ol busmess day data undess otherwise noted

Ttem [BUR) 194 | 1499
Leh
MONEY MARKE T INSTRUNN TS
I ledenal tunds! o (IR [ 384 R
7 Iscount window botowime . 100 360 S 500
Commerctal papes 0
4 [ wonth 37 A 594 D]
} 3 month §n oo 593 Sy
5 Gooontlh ... 330 194 .93 1yy
I inence paper, dinecthy placed ™
G I month .o . i1 (IR n R 5.0
/ Pmonth Lo . . bl [N WA .00
8 O month Iy 1596 SO8 i
Buankers aceeptane ey’ ™"
9 3 month . . (N (10 SR S 07
1 6 month LA G818 5 80 191
Coitificates of deposit, secondiny marker' '
I Fmomb 0 o0 SHl 43R AR RIRE]
12 $month . S/ 403 59 a0
14 6 month N i8R LG NOR RRIRY
L Taadollar depostts, 3 month™ " . I8 103 304 KR}
UN Breasary bildls
Secondary market
1y $month . . 300 P2s S I8s
6 6 momh . L ol 350 V7
17 Iyem oL . .o LD S0 YO0 tow
Auchon averape "
I8 Ymonth L . 300 (IR Sl LRV
19 6 momh . L 30 I 606 AR 179
0 I seam LR s N OU RN
USOTREASURY NOTES AND BONDS
Constant mtti irest
A [ yem .o (] ARE SO 19l
2 D vew L 105 59l 015 N
2 Pvean . . . [ [{y) Oy S0
. S 069 038 538
Ial vem . . . A 091 650 a0
0 HY yean RPN SR/ 709 65/ S Xl
7 20-yeu . O, A [{h 639
8 Waew L oY 737 6 8K 6
Compoe
29 More than 10 vems (ong e 61 7 H 693 6%
SEALE AND Lo NOLES AND BONDS
Moody's serien"”?
30 Aaa . RAIEH ST N RO a2
31 Baa . P R (A 610 A
0 Bond Buver senes'! . . 360 [ 503 513
CORPORALL BONDS
38 Seasoned msues, all ndusioes' Y 800 /83 11
Retting group
11 Ana . . L i Y /.59 699
WOAR L . Rl 81 A /1o
6 A e UL b ] 8 /31
37 Baa . jus 8.61% 8.0 7o}
88 A tated, weently offered wity honds ' 76 8,20 /80 IRl
Mentey )
Dividend price vatio!’
1 Connon stocks L A ER A0 R

1990 1996, week ending
M, Apr Blay May Nay 10 May 1/ May 7} May $1
530 AR IR} 330 A N0 AR S04
SO0 300 500 S 00 v 00 340 H.00 500
339 S H 338 Al AN RIRh N30 RIS
R 53 3 N 00 S0 N R S04/ S AX
50 RIRE S vl Sk hpit 5 H S
509 Vil RRD) 5 34 TS Y
TS MY 510 P R0 5% 5oy
S 3N AR N A RIRE hRa!
S22 RIA N 5 30 ARt N S )
SET 58 A1 N Al AR} S 30 300 RIRR)
S 3l a3 RS R AR AR 531 53 RIRTI
R 5360 N3G a0 ARy 5 30 RIRRY BRI
830 AR S N RS S by A
508 530 530 530 AN 530 RIRR} RIRN}
196 L9y SO 5,00 a0 S0l a0l S0
196 400 N S0 a1 S S S
hR1$) a3 AR} A48 RIRRY 808 S0 ARV
DI [0 S S (0 RN} RAIR S 2.3
490 SO08 502 S O8 ol S o5 o
Loy N/ w3 530 na w4 wa AN
ARl Sk Yot N.08 S0/ 5450 AU ()
N OO 5490 610 6.08 [(n} .01 603 017
S 19 6l 0.7 67 033 0.2 620 03
597 O [{S [(8 O35 [fR O.H [(RE
014 08 0 00 (X4 674 0O 00 65/ 0H oY
[ERY) a5l 671 671 H R 0O 6OR 00N 677
(oA 6 U8 71 AR /0 704 102 709
000 6/ 694 090 70 H 8/ OR1 603
672 6Yl 708 710 v JALR} (S Ity
5,44 ho? hA! N 38N S50 50 n. 70
N2 SO S U/ 600 389 SR/ 610 601
S 501 A O 00 008 AR 98/ S
705 /80 7191 791 801 /806 18 /849
[ 150 76 1on 1 Il [ARR] 7,61
AN 7638 7 780 /187 TP /068 (A
108 /34 791 797 S0 /90 78> N
803 819 80 IR 8 L3RR 80 8.7
115 7.90 BOR 82 8,01 R 790 8O
202 !‘”); J RERE LR A)‘ e )“)() RN RA

bothe danly effective federal foods rate s aoweebted v ernape ob iades oo trades thiouph
New York brokers
2O Weekly hipmes we averages of seven calendiae day s endig, on Wednesdiay ol the
cunent week, monthly hypwes melade cach calendar day e the month
3.0 Annualized using a 360 day vear Jor baok miciest
b Rate tor the Federal Reserve Bank of New Yok,
3. Quoted onawdiscount basis
O, Anaverage of ollenng rakes onconnercial papet phiced by severdl feadimg dealets tor
firars whose hord ratmg s A on the equivalent
7 A average of oftenmy rates ou paper directly placed by bance companies
8. Representattve closmy yiclds for aceeptimees of the aphest rated money centes baks,
S0 Anaverage of dealer oflenny raes onmatiomtly aded certicates ol deposu
10 Bid vates for Furodolae deposits at approsnmately 1100 ame Fondon tme: Data are
for mdieation purposes onfy
I Aucnon date B danly daca, weekly and monthly averages computed on it issae date
basis

1 Viekds onacively naded issues adpested 1o comstanm matmmies: Sonree U Depan
ment of e Leasuy

13 Gencral obhipation bonds based on Fhuaesday iowes, Moady s Tnvestors Seivice

14, State and Tocal povennent genceal oblgation honds watunng o iw ety yeas are tsed
wcompthing thes index The twenty: bond mdex Tas aonatng roughly egvalent o Moodys”
Al vatmg Based on‘Fhuesdhay fipnees,

15 Darly igines trom Moody's Tnvestors Senvice: Based ony iebds 1o matunty on selected
long tenn honds,

16 Compration of (the Federal Reserve This senes s an estinete ot the yield onwecently
ollered, A-rated uality bonds with a thaty year atunty aud hve years of call protection,
Weekly datame based on Taday quotatons

17 Standrd & Poor’s conporate serwes, Connon stoch ratio is hased on thie 500 stocks i
the poce indes

NOLE Soue ol the datam s table adso appeac e the Boad™s HOES (519) weekly aid
G ety monthly statsteal eleases For ordeg addeess, see tsede Jront covey
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136 STOCK MARKIET - Seleeted Statisties
1995 (996
Toddie aton 1y 1941 s f——- g - - ——— —— - - r— - =7
Sept (k1 Nov Dec, lan Ieb, Min Ape. May
Prices and adimy voline {averages ol daly fipuiesy
Comnton soch prces (imdeves)
I New Yok Stoch Fachange
Dev, 31,1965 N RERET] S9N 3100 H i1 /s 31758 12790 §29 22 ARICRINGY 36 /3 3180 354 81
! Industrial 00 10 LRI 36/ 1) 901 AEUNE] 3% 60 RIRAN 30y 4359 130 55 LYY 15203
i “Cransporlation 2P 08 RaYAV 0t RUAIRB] RUIIN 30,00 0453 300,43 LRI A7 20412 IREXS
b Unily 1i15s 101906 11l 140/ 12459 L1449 1739 12709 IR 12083 [RRI 12486
hl 1 otance, 216 9 209,75 RAL RS 260,72 RIS 206,12 21830 RYARY 2009/ 290 -4 2R7M2 290 13
6 Standard & Pao’s Corporation
[ARAT NS jiy! Ao ot S SINTT SKI02 SO~ 93 GLESY 61 6 St o107 6L/ 17 661,74
7 Amencan Stoch fchange |
(Aup 3L, 192y Al IRL I [RORY] AL SO 530 20 50,93 SR 01 S108 hIRIRYY S050Y 580.60 60093
Voltme of tradm (thowsands of shiesy
8 New York Stock bachange RORYA 200050 IRAWALH [SRNT 30N 1K 300,199 w3 RATCRINTY RRRXCIN 126,198 RIDORY J03, 1844
O Amerean Stock 1 schange 18,188 17951 LURREY 25,42 17.07" 10,24 1083 21069 27407 22 O8% 2880 DR 12
- - 4 —— 1 _ R S - _ - -
Custoner hiancing comitlions of dollas, end of period batancesy
10 Margin credit at broker-dealers' 6,310 64,460 6,080 T7076 75,005 77878 76,680 73,530 77,090 78,308 RLI70 80,1060
ccredi batances ar brokerst
{1 fan acconnty” 12,360 11095 1,250 11800 [-4, /53 15,590 16,050 J-L950 15,8 1Y 1y 170 15,780 16,890
12 Cash accounts RENAR RN A1 HY 24,790 29808 10,340 VA0 3 3700 L3 33,100 43,700
Margn sequuemnents (pereent ol market value ad efte. tive date)”
M [H 1908 Tuie 8. TU6R May 6, (970 Dece 6, 1971 Noy, X4, 197 Jan. 301974
13 Margin stocks 70 80 03 55 05 50
1+ Convertihle bods S0 o0 S S0 S0 50
£ Shon sales 70 80 On S5 05 50

Il Judy 1976 actmancral group, composed ol banks and msanee compunies, was alded
1o the proup ot stocks on winddi the indes s based The mndex s now based o 100 mdusinial
stocks (lormet Iy 425, 20 tanspostation Gormerly 1y rahy, 0 pubhc andiy Gonerly 60y, and
S0 fnrancal,

2 Onduly SO 988 the Amcnicant Stock T achange rebased s andes, ellecavely cuing
previous weadings - hadl

3oSmee Tuly 1985 under the resised Repubation 1) margn credit at bioker deadets bas
teicluded credi entended agatist stocks, comvertiile: bomds, stocks aequared thiongh die
exerene ol subscnpion nghis, coporate bonds, and povermment secanties: Sepaate report
my ol dati tor e stocks, convertible bonds, and subscrpton issues was discontinued m
Apul 1981

b lree aredit babnces are amounts i accounts with no wntulblicd conmmbnenis o
brohers and e subgec o withdrawal by costomers o denand

S Seresntated n fune FUR

G Margin requuements, stated iy wepalations adopted by (e Board al Governois pursuant
(o the Scaumhes Fschange At of 193 Tmnt the wmnomst of credit that can be used 1o
purctine and cany g seeuntes” Gas detined the wepatanons) when such aredit s

colliterahized by secunbes, Margin requurements onsecunties other than ophions aie (e
difference berween the nurhet vabue CLOD percent) and the maxinnmn loan value of collateral
as prescnbed by the Board Regulation | was adopted efleenve Ot 19, 1934, Regulation H
cllective May 11936, Regulation Gy eflectve Mar T 1968, and Repulation X, ellective
Nov 1. 1971

On Jan 18977 (he Bowd ot Govemnors for the hist tuoe estabbished s Regulation T (e
mstad maggn requared Jor wnting opuons on secanties, settng at 3 percent ol e cuent
anhel vadue of the slock undedymg e opnon On Sept 30, 1985, the Board chanped the
equited wahal g, afosang 1t ta be e same as the oplion mintenance margn weguined
by e appropriate exchange or selt regulatory organization, sich mamtenanee margim sules
st be approsad by the Secunties and Exchange Commission Fllectve Jan 31, 1980, the
SEC approved new manlenance margin aules, permntting margios o be the phce of tie option
plus 1y percent o the niarket value of the stoch underlying, the option

Lftecty e June 8. TORK marg s were set 1o be the prce of the option plas 20 percent of the
mathet value ol the stock wndetlying the aption (or 19 percent m the case ol stock-nides
aplions)
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1.38  FEDERAL FISCAL AND FINANCING OPERATTONS
Millions ol dollus

Fiseal yem Calendig yew
Type ol account or operation 1995 1996
1993 1994 1995 - - - - - - - - ==
Dee Faa leh Mar, A May
S budyer!
I Recepls, total .. L A [NRRREE 1,257,137 1,355,213 IR {42,022 89,140 89,011 208,380 90,0k
2 On budget oo - 1,601 922111 1,004,134 110,322 110,615 60,012 N6,0/7 160,774 60,106
POt budget.. . G e 319 335,020 351,079 21,940 12307 RERIRY) 32,384 42,012 209138
4 Outlays, total, .0 . 1,108,615 1,400,841 1,519,133 132,084 123,647 133,644 146,286 130,093 13,802
5 On budget . . e b L2 088 {181,469 1,230,404 121,75+ 98,05/ 105,711 108,365 105,131 1 1,480
6 Oft budget ..o . . 206,587 219,372 288,604 232 25,591 219383 J7021 25,862 28,850
7osuiplus o detient ¢ ) ol L oL Lo 255,141 203,104 164,920 5,280 19,274 41,295 44,775 12,493 93,298
8 On budget .~ oo - 0487 258,758 220,338 A3 12,958 F4799 51,08K 55,043 54,380
Dl Of bodget ... . P s, 447 595,054 62,415 16,717 0,710 S04 AL 16,750 1,082
Souice of francing {total}
10 Bortowmg from the pubhe 248,594 184,998 171,288 18,35k A,747 47,002 39,189 35,400 J033
11 ()pcx.m)n;,Y cash (d ¢, O Hicease () 6,283 16,564 2,007 5,610 16,959 0,297 9,283 26,4449 44,809
12 Other Lo e - 429 1,542 5361 74062 2412 9,024 19/ 10,478 L1
MENO
13 Treasuny operating balance (level, end ot
penod) e P . 52,500 15,942 37,949 20,495 37,454 S Es7 RARYE) 48,3238 4511
Td Tederal Reserve Banks s . 17,289 0,848 8,020 5,974 8,210 9,032 1021 11,042 INAY)
15 lax il loan accounts . C 15,217 29,094 29,329 14,515 29,243 29,509 14,853 37,281 AT
1 Sice 1990, oft-budget ttewns have been the social secunty trust fuids (edeal old ape net gan ot loss tor VS, cureney valuattion adjustment; et gain or loss tor IMI loan
survivors miswance and federal disability msmance) and the LS, Postal Setvice, viluation adijustinient; and profiton sale of gotd,
2. lucludes special drawang nghts (SR8 teseive posibion on e U8 quota i the SOURCE. Monthly totals: US. Depatiment ol the freasuwy, Manthiy Lreasury Staiement of
International Monetiwy Pund (IME); Toans 10 the IME; olher casle ad monetiny assets, Recepts and Outlayy of the US Government; ftscal year totals: US, Oflice of Management
accrued nterest payable 1o 1the public; allocations of SRS deposit funds; nuscellancous aud Budget, Budget of the 118, Government,

Habiltty Gneludmg cheeks outstandimg) and asset accounts, seipniotage; merensent on gold,
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1,39 US, BUDGET RECEIPTS AND OUTTAYS!

Miltions ol dollas

Iiscal yewm Calendar yewm
Souree o type 19944 (995 1996
1094 1004 —— - —— —_— - - = —— —— — = - --
Hl H2 11 12 M, Apt. May
Riceiets
I Al sowrees L .o | 1,287,737 1,355,213 652,235 625,556 710,542 656,402 89,011 203,386 90,044
2 Indviduad income taxes, net .. . 544,058 590,244 275,052 2733158 307,49% 292393 22524 07,514 20914
VoooWathheld oL e . 459,694 Y927 225, 3K7 240,063 251,198 256,916 1,834 38,030 45,399
J Nonwithheld .0 e 160,363 175,786 117,929 42,009 132,001 43,100 5,790 K9, 192 6,352
S Retunds oo o0 o . . 77.077 R5,948 68,325 8787 75,054 10,038 25,118 20,822 21,850
Cotporation meamne tases
6 Gross eeeipts Coe o 154,205 174422 80,5135' 78,593 92,132 88,302 17,793 20,912 3,047
/ Relunds o0 o0 oo . Co 13,820 17418 0,932 1,747 10,399 7518 2342 1,975 1077
8 Soctal msuranee tanes and contubutions, net ., 461,475 ARed b7 248,301 2200400 201,847 224209 41,7603 61),58% 48,076
9 Employnient taaes and contbations . L 428 810 451,045 28,718 206,615' 241,550 211,424 41,086 56,015 K, 04
10 Unemployment aiswanee o e 28,004 28,878 17,301 11,177 (8,001 10,702 258 1,028 10,155
1l Other netaecepts” oo . .. 4,601 4550 2,284 2349 2,279 2,247 419 346 417
(2 Baase nes, o0 . S 58,21y 784 20,448 30,1787 27,452 30,014 413 hSTT LNER}
14 Customs deposits . .. . 20,009 10,31 9404 1,041 8 84R' 9,849 1,928 1,388 1,427
FEEstate and gl taxes .o S 15,225 14,763 8,190' 1007 7125 1.8 1LEy7 2704 LS
15 Muscellancous luclpls" e o 2227 31,914 11,040 13, 169" 15,750¢ 1,374 207 1,080 1,929
QUi AaYS
16 All types . ... e S| L4084 1,519,133 710,620 752,151 760,824 752,511 136,286 L0943 143,342
17 Natwonal detense . o0 . R 21,642 272,006 133,844 141,885 135,678 142,954 22479 22,725 26,604
18 International aftaus ... .. . 17,083 {0,434 5,800 11HERY 4,797 6,991 1,401 ORS 1,165
19 General seience, space, and technology 16,227 16,724 8,502 7,604 ROb1 8,810 1,381 1,544 1,584
20 gy ... . e - 5,219 4,936 2,237 2023 2,157 2,203 13 17 200
21 Natwval esourees and eovioment . . . 21004 22,105 10,111 11,911 10,272 12,633 1,502 1,660 1,757
22 Apnenltare o000 P [5.046 9,773 7,451 7623 4,040 3,062 02 249 L75
21 Commterce ard fousing credit .0 oL 511K 14,441 4,962 4,270 13,937 4,412 1443 1,741 256
24 Transpoitation L . Coe 1R,006 39,150 16,739 21,835 18,102 19931 RRACR 2,804 3,324
25 Community aod reptonal development o L Y454 10,641 4,571 6,284 5,043 0,085 1.007 1,026 K26
26 Education, tamng, cmployment, and
soctal services. R . 40,507 54,003 19,262 27,450 25878 24,894 4301 014 3,901
2 Health 0 o0 . e . W22 115,418 53,195 54147 S8 57,078 10.317 10,458 11,201
28 Social secunty and Medicase, . 404,312 JU5701 232,777 20,817 251,975 251,387 44,239 a4,216 10,727
2O Income security. L o e e MR 220,449 109,080 101,806 117,347 101,078 25927 240t 21,407
30 Veterans benedits and seivices L, o YR 17,938 10,680 19,761 19,208 18,684 3300 2974 5,254
31 Admuistration of ushice . Lo oo 15,2560 16,223 7,718 7,754 8,053 8117 341 1,585 1,683
12 General govenmment . . ... .o . 11,303 [ 4,835 5,084 7,355 5,795" 1,621 760 25 180
33 Netmterest” oL . o 22,45/ 232173 90 K44 10,444 10,169 119,350 20,244 20,403 20,359
44 Undistubuted ofisctuing u'u‘lplx(" AP . 3,772 RUWEE 17,308 20,060 17,632 26904 2490 2082 2,091
1 Functional details do not sum (o wtal oatlays tor caendar yeanr data because evisions 1o 4 Deponsits ot carnmgs by Federal Reserve Banks and ohicr miscelfancots receits.
manthly totals have not been distributed among Tunctions. Fiseal year totad for ieeeipts aid 5. Includes mterest weeeived by trust funds,
outhitys do not conespond to calendin year data Because revisions from the Budyet have not G, Rents and oyalties tor the outer contimental shell, US, govermnent contributions Lot
been tully distiboted across months. cmployce retnement, and certa asset sales
2. Old-age, disainhity, and hospital inswance, and tathoad retirement accounnts, SOURCE Tiscal yeur totabs: (LS, Ofhice of Management and Budgel, Budget of the 118,
3 Federdd emiployee retuement contnbutions and civil service actuement and Government, Foscal Year 1997, monthly and hall yea totads: TS, Department of the Trea-

disability tund, swy, Monthiy Lreasin v Statement of Receprs and Outlays of the US Governnrent.



1.40  FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dolkus, end ol month

Federal Finance  A27

1904 1995 19960
frem — - | TTTTT T T - -
M, 31 June 30 Sept, 30 ’7”&\', 3 Mar, 31 ( June 30 Sept. 30 Dec, $1 Mar. 31
t Federal debt outstanding ... . ..o .. 4,602 4,673 4,721 4,827 4,891 4,978 5,001 5,047 5,183
2 Public debt securities., .. oo L i 4,576 4,040 4,693 4,800 4,804 4,951 4,974 4,989 SR
3 Held by public. ..o G 3,434 3,443 3,480 3,543 3610 1,633 1,053 3,084 n.a
4 Held by agencies..o. oo o0 o e 1,142 1,201 1,213 1,257 1,253 1,417 1,421 1,305 0
5 Ageney secudties . L . e 20 28 29 27 27 27 27 28 0
6 [eld by public. . . L e o 26 27 29 27 20 27 27 28 i,
7 Held by agencies. ... L S 4] 0 0 0 0 0 Q 0 i,
8 Debt subject to statutory Janid. ... ... . s 4,491 4,559 4,605 4,711 4,775 4,861 4,885 4,900 5030
Y Public debt secuuties e e Co Lo 4,491 4,559 4,608 4711 4,774 4801 4,885 4,900 5,030
10 Other debt’ 0L e 0 0 i 0 i 0 [ i 0
Mi MO
11 Statwtory debt Howe. .. oo F 4,900 4,900 4,900 4,900 4,000 4,900 4,900 4,900 5,500

1. Consists of guatanteed debt of US “Treasmy and other fedetal agencies, specified
patticipation certificates, notes to meernational Jending ovganizations, and District of Colum-
hia stadium bonds,

SOURCE. LS. Depatiment of the Treasury, Monthiy Statement of the Public Debt of the

United States and Theasury Bulletin,

141 GROSS PUBLIC DEBT OF US. TREASURY  l'ypes and Ownership

Billions of dollats, end of period

1905 1990
Fype andd holder 1992 1993 1994 1998 F—— = -
W2 [ 04 0l
1 Tutul gross public debt . ... ... . P AP 4,177.0 4,535.7 4,800.2 4.988.7 4,951.4 49740 49887 51178
By type
2 Interest-heanng .. 41739 4,532.% 4,709.2 4,904.4 4,947 8 4,950 4,964.4 5,083,00
3 Marhetable .. 2,754 | 20805 3,126 0 3,307.2 1,252.6 3,200.5 3,307.2 1,475.1
4 Bills ... 0577 714.0 7338 760/ T8 7425 o077 811.9
5 Notes . 1,608.9 1,764.0 1,867.0 2,000.3 1,074.1 1,980.3 2,010 20141
0 Bonds..... . .. ..., 4725 4959 SH0L3 5210 S14.7 5226 521.2 5340
7 Noamatketable! L, [RICR 1,542.9 1,643.1 1,657 2 [,695.2 1,69).2 1,657.2 1,707.9
8 State and local government seues 153.5 149.5 132.6 048 121.2 113.4 104.5 9.5
9 Fotetgn issues™. L Lo 374 41.5 42,5 40.8 Gt 41.0 40.8 40.4
1y Goverament 7.4 445 42,5 40.8 4t.4 410 4.8 40.4
1l Public . PN AP . .. £ £ Kt 0 R\ 0 0 Rl
12 Savings bonds and notes ... e L 155.0 169.4 1778 IR1 9 180.1 181.2 181.9 183.0
13 Government account seres . e e 1,043.5 1,150.0 1,259.8 1,299 6 1,322.0 1,324.3 1,299.6 1,357.7
14 Nop-interest-bearing . .. ... o BN . RN 34 L0 24.3 3.6 233 248 4.8
By holder*
19 1S, Treasmy and other tederad agencies and st funds oo 1,047 8 [,153.5 1,257.1 1,3015 1,316 6 13208 1,304.5
16 Federal Reserve Banks ... .. e 2.5 3342 374.1 391.0 189.0 3741 391.0
|7 Private wvestors ., .. e e e e e 28109 3,047.4 3, 1080 3,204.9 3,245.0 3,2°00.5 3,294.9
18 Commercial banks. ... .. [ e Cee . 294 4 1222 290.1 2850 208.0 2800 285.0
{0 Money minket tunds ... o o N 097 RO.8 67.6 711 38.7 642 7.3
200 Inswanee conpanies ... . 197.5 2345 240.1 2520 2486 2505 252,0
21 Other compantes . . I BN [ tv2.5 2130 226.5 2888 2077 2244 288.8 1o
22 State and local treasues ™. oo T 5794 631.9 521.4 420.0 F70.9 4229 420.0
Indsviduals
23 Savings bouds . 157.3 1719 180.5 185,00 182.0 183.5 185.0
24 Other securities . 1319 137.9 150.7 1627 161,60 162.4 1627
25 Fotegy and intenationd” ., L 349.7 6240 6H88.0 RO1.8 184, 1 Rd8.1 K01.8
26 Othet nuseellaneous mvestors® 057.5 632.1 802.5 7683 412,38 KR 7068.3

1. Includes (ot shows separately) securities sssued o the Rual Bleetificanon Adnnnistia-
tion, depository bonds, reticenment pla bonds, and mdividual ietrenent honds,

2. Nommiwketable series denomnated in dollins, and seties depominated m toreign cur
rency lield by toreigners.,

3. Held almost entirely by (LS Ticasury and other federal agencies and trust lunds.

4. Data fot Federal Reserve Banks and U8, povennent agenetes and st finds e agual
holdings; data for other groups we ‘Treasry estimates,

5. Includes stute and locul pension funds

6. In March 1996, m a redetinition of sees, tully defeased debt backed by nonmarketable
federal seeurities was semoved lom "Other miscellancous mvestots™ ad added to “State and
local treasuries.” The data shown here have been revised accordimgply.

7 Consists ol investments of foreen

States,

balanees and

mternational accounts m the Uneed

8. Inchudes savings and loan associanons, nonpiofit institutions, ciedit wons, puwiua)
savings banks, corporate pension triust tands, dealers and brokers, certain ULS, Treasy

deposit accounts
SOURCE, U8

and tederally sponsoted agencics.
Treasuey Department, data by type ol seeuuty, Monthiy Statement of the

Public Debt of the United States; data by holder, Hreasioy Bulletin.
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1.42 US. GOVERNMENT SECURITIES DEALERS Transactions'
Millions of dollars, daily averages
1996 1996, week ending
fiem
Feb. Mar. Apr. Apr. 3 Apr. 10 Apr. 17 Apr. 24 May | May 8 May 15 May 22 May 29
OUTRIGHT TRANSACTIONS?
By type of security
1 US. Treasury bills .......... ... ... 65.579 56,391 55,901 70.854 57.295 52,787 50.364 54,108 46,741 46,521 40,748 50427
Coupon securities, by maturity
2 Fiveyearsorless................ 125,757 107,071 97.390 89.934 100,814 102,533 102,601 86.613 108.826 94.074 83,123 92,097
3 More than five year: 67,611 49.903 41,998 40.022 41.521 44,926 39.363 43.591 60,332 52,906 46,403 38,724
4 Federal agency ... .. -1 26,759 27,395 28936 26.832 20,583 30.480 30,338 35,186 28,211 30,051 28.324 28.629
5 Morntgage-backed . .............. ... 40,755" 42,087" 34.788° 491" 47,964 33,798 24,402 28855 53.716 42,084 23,317 23.526
By type of counterparty
With interdealer broker
6 US. Treasury ........ 148,665 124,458 112,758 111,975 145.861 114,531 112,998 107.725 126.461 113,545 98,482 104,682
7 Federal agency . .. . 1,107 671 795 586 648 697 1.046 907 616 824 710 474
8  Mortgage-backed ................ 14,640°¢ 15,597° 11.326" 15.704° 13976 12,030 8,046 8.614 18,088 13.906 8.543 10,361
With other
9 US. Treasury ................... 110,281 88.907 82,531 88,835 83.768 85,715 79,331 76,586 79.956 71792 76.566
10 Federal agency ... L1 25,652 26.725° 28.141 26,246 19,935 29,783 29.291 34.279 29,227 27.615 28.155
1l Mortgage-backed ................ 26,114 26.490° 23.461" 28,387 33,987 21.768 16.356 20,240 28,178 14,774 13.165
FUTURES TRANSACTIONS®
By type of detiverable security
12 US. Treasury bills ................ 346 487 369 212 541 an2 581 134 426 859 96 256
Coupon securities, by maturity
13 Fiveyearsorless................ 2,269 2,055 1,203 1,216 1,435 1,443 1,031 876 1,645 1.532 1,327 1.598
14 More than five year: 17.420 14,824 11,717 10,186 12,738 14,022 10,297 10,736 17,060 12.218 10,771 10,765
15 Federal agency ... .. . [} 0 0 0 0 0 0 0 0 0 0 0
16 Mortgage-backed .................. 0 [4] 0 0 0 0 0 1) 0 0 0 0
OPTIONS TRANSACTIONS*
By type of underlying securiry
17 US. Treasury bills ................. 0 0 0 0 0 0 0 0 0 [¢] O 0
Coupon securities, by maturity
{8 Fiveyearsorless................ 2,730 2,775 1,582 2,213 1,376 1,585 1408 1.526 1,328 3.217 2.640 2,126
19 More than five year: 4,580 3.073 3,773 7 3712 4.669 3.625 3.391 4.099 3.982 4878 2987
20 Federal agency . ... 0 L] 0 0 0 0 (] (¢} 0 0 0 0
21 Mortgage-backed 1,341 1125 1110 1.250 1401 979 1116 868 1,565 1417 625 541

1. Transactions are market purchases and sales of securities as reported to the Federal
Reserve Bank of New York by the U.S. government securities deaters on its published list of
primary dealers. Monthly averages are based on the number of trading days in the month.
Transactions are assumed cvenly distributed among the- trading days of the report week.
Immediate, forward, and futures transactions are reported at principal value, which does not
include accrued interest; options transactions are reported at the face valuc of the underlying
securities.

Dealers report cumulative transactions for each week ending Wednesday.

2. Outright transactions include immediate and forward transactions, Immediate delivery
refers to purchases or sales of securitics (other than mortgage-backed federal agency securi-
ties) for which delivery scheduled in five business days or less and “when-issued”
securities that settle on the issue date of offering. Transactions for immediate delivery of mongage-
backed agency securities include purchases and sales for which delivery is scheduled in thiny business
days or less. Stripped securities are reported at market vatue by maturity of coupon or corpus.

Forward transactions are agreements made in the over-the-counter market that specify
delayed delivery. Forward contracts for US. Treasury securities and federal agency debt
securities 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 thirty business days.

3. Futures transactions are standardized agreements arranged on an exchange. At futures
transactions are included regardiess of time to delivery.

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

NOTE. “n.a.” indicates that data arc 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,




Federal Finance  A29

143 US. GOVERNMENT SECURITIES DEALERS Positions und Financing'

Miftions of dollars

1996 1996, week ending
ftem
Feb. Mar. Apr. Apr 3 Apr. 10 Apr. 17 Apr. 24 May 1 May 8 May 15 May 22
Positions”
NET OUTRIGHT POSITIONS”
By ixpe of security
I US. Treasury bill 8316 20889 17.114 44820 2404 2884 7.2 11.554 12031 16.296 14951
Coupon sritics, by maturity
2 Fiveyearsor less. .. ... 0,296 4387 8.7 4,651 12474 0523 6.242 1.796 —402
3 More than tive years | ~24.377 - 20,494 —3028 - 28372 = 25451 —~26.208 ~25.003 =22.04}1
4 Federal agency 2dale 23995 27192 3139 28138 24404
S Montgage-backed ... oo L 31979 23353 32930 32543 30,376 35,657
NET FUTURES POSITIONS”
6 2582 2842 33060 3208 2,626 2.685 4.630 4547 1610 - 4R9R% -4.563
7 Five years or less ... .. .. 87 023 1.073 340 1419 1,222 1132 788 1.062 1.267 401
8 More than live years ... D057 4301 4.285 5215 1462 3418 0,004 -5, 2783 =2460 ~4.541
9 Federal ageney . ... o 0 ] 4] 4] 1] 0 0 U 0 0 0
10 Mongage-backed ..o o o0 {] ] 4] (] (1] (1] 0 1] i} 8] (8]
NET OPFIONS POSITIONS
By type of deliverable securi
F1US. Treasury bifls ..o 0 0 0 0 0 0 0 1] 0 [§] H
Coupon secarities.
12 Five years or e N 1.381 1.542 2257 1.720 1.796 1.250 1023 091 676 307
13 More than five y 2706 177 1.081 1317 1.9460 ST 727 429 1491 1366 688
14 Federal ¢ 3 )] 1] 0 0 0 0 0 [i] 0 0 0
15 Mortgage-backed 082 4.049 4,435 3062 4,890 4,275 4044 4.808 4,570 3.688 3.603
I~'|||:1||c|nf
Reverse repurchuse agreenients
16 Overnight and continui 264,559 258213 256,694 240 204 273465 204,387 239010 252384 271,735 252.85%
17 Tesm . 424.730 435402 J67.300 425,008 H3.217 475,400 HO0.874 478.354 410,344 8774
Securities borrowed
1% Overnight and continuing .. ... ... 166,781 172347 166,490 104,068 t70.460 166,267 163797 166473 175434 178128
19 Term 63,05t 06,212 67.330 05,130 64403 67.651 ay,072 09,357 62976
Secaritios received as pledge
20 Overnight and continuing 1878 4477 3275 A9 4377 R RN 2529 2241 2,063 2487 2446
21 Term 126 065 s 93 53 %1 3 27 R 29 41
Repurchase agrecments
22 Overnight and continuing 562,396 357.004 577.949 562.672 94,004 000,073 554,205 36797 360.778 577.866 564.022
23 Term X795 393,400 99,259 374 377959 RUARNIT] 425905 413006 420,442 357.241 392,652
Securities loaned
24 Overnight and contmuing . ... ....... .. 4714 5202 4.72% 4.909 4,852 4,592 4.589 4812 4.803 1579 4.769
28 Term oo 2.4 2.362 200 2.270 N n.a. 217 3242 3223 3,086 na
Securities pledged
26 Overnight and continuing 33230 0836 37100 36,223 36,352 38.533 37.322 36547 36,963 41.397 43.031
27 ‘lerm 7.230 8343 RSN ENE KOR8 8837 883 8465 R.028 6,738 6.163
Collareralized louns
28 OQvernight and contipuing i . na. o, na. na. n.a. na. n.a. n.a.
29 Term na. na . i na. na, na. na. X na,
20 Total t4.6067 12176 144052 14443 15,108 15317 10,638 13316 12,567 12,697
MEMO: Matehed book”
Securities in
31 Overnight and continuing 253451 23903 244480 243714 253469 28,186 45137 236,730 259949 250.282
32 Term 1260056' | 433861 4018 1 424355 437703 471000 480,346 488,139 407,901 437,150
Sectirities out
33 Overnight and continuing 135540 328321 48,5357 330029 304716 R R RRL AN 344315 31079 345.621 334,007
34 Term 330450 23R.6 349203 323433 324955 345458 374859 365,614 372213 303.369 332831

. Data for positions and financing are obtatned (rom reports subinitted 1o the Federal
¢ Bank of New York by the U.S. government securitics deaters ot sts published list of
primary dealers. Weekly figures are close-of-business Wednesday data. Positions Tor calendar
days of the report week are assumed (o be constant. Monthly averiges are based on the
number of calendar days in the month,

Securities positions are reported at market vilue.

3. Net outright positions include immediate and forward positions, Net immediate posi-
tions include securities purchased or sold (other than mortgage-backed agency seeurities) thin
have been delivered or are scheduled 10 be delivered in five business days or less and
“when-issued " securities that settfe on the issue date of offering. Net inmediae positions for
morgage-backed agency securities include seeurities purchased or sokd that have heen
delivered or are scheduled 10 be delivered in thirty business days or fess,

Forward positions refiect agreements made in the over-the-coumter market that speciiy
delayed delivery. Forward contracts for U.S. Treasury securities and federal ageney debt
securities are included when the time o defivery is more than live business days, Forward
contracts for mongage-backed agency securities are included when ihe time 1o delivery s
more than thirty business days.

4. Futares positions reflect standardized agreements arranged on an exchange. All futures
positions are included regardless of tme to delivery.

5. Overnight financing s 10 agreements made on one business day that matuse 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 erminated without advance notice by
cither party: term agreements have o fixed maturity ol more than one business day. Financing
data e reported inwems ol actual funds paid or received. including acerued 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
becadse of the “matching™ of secerities of different vadues or different types of collateraliza-
tion.

NOTE, " indicakes that data are not published because of insuflicient activity.

Major changes in the repont form filed by primary deuders induced a break in the dealer dats
series as of the week ending July 6, 1994,
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dollars, end of period

1995 1996
Agency 1992 1993 1994 1995
Nov. Dec. Jan. Feb. Mar.
i Federal and federally sponsored agencies. .. .................. 483,970 570,711 738,928 na. na na n.a. n.a.
2 Federal agencies. ... ... .veueure et 41.829 45,193 39.186 37.347 39.207 37.347 37,273 31,986
3 7 6 6 6 6 6 6 6
4 Expont-Import Bank” 7.208 5315 3455 2,050 2512 2,050 2,050 2.050
S Federal Housing Administration 374 255 tie 97 93 97 3 35 n.a.
6  Government National Mortgage
pamc:pauon‘ AAAAAAAAAA n.a. n.a. n.a. na. n.a. na. na. n.a.
7 Postal Service®........ 10,660 9.732 8,073 5.765 7.265 5,765 5,765 300
8  Tennessee Valiey Authority. . 23.580 29.885 27.536 29429 29.331 29.429 29,421 29.595
9 United States Railway Assocmnon na. n.a. na. n.a. n.a. na. n.a. n.a.
10 Federally sponsored dgencles7 ................................ 442,141 523452 807.264 791.660 807.264 799,547 808.398 815.523
11 Federal Home Loan Banks ... .. 114733 139512 243,194 229,034 243,194 234,664 233404 239.253
12 Federal Home Loan Morigage Corporauon 29.631 49,993 119.961 115,603 119,961 120.868 123777 124,278
13 Federal National Mongagc Association . 166,300 201,112 299.174 289,768 299.174 297,657 304,159 306.815
14  Farm Credit Banks" 51910 53,123 57379 56,694 57379 58,659 57,536 59,428
15 Student Loan Marketing Association’ 39.650 39.784 47,529 50,535 47,529 47,673 49,495 45,723
16 Financing Corporation® .. 8,170 8.170 %.170 8,170 8170 8.170 8,170 8,170
17 Farm Credit Financial Assistance Corporanon 1.261 1.261 1.261 1,261 1,261 1,261 1.261 1,261
18 Resolution Funding Corporation’®. . ... ..................... 29996 29.996 29.996 29,996 29.996 29,996 29996 29,996
MEMO R
19 Federal Financing Bank debt" 154,994 128,187 103,817 78,681 81,693 78,681 78.512 68,037
Lending 10 federal and federally sponsored agencies
20 Export- lmpon Bank® ... .. 7.202 5309 3449 2,044 2.506 2.044 2.044 2,044
21 Postal Service® 10,440 9,732 8,073 5.765 7.265 5,765 5 765 300
22 Student Loan Markeu 2 4.790 4.760 4. na. na. na.
23 Tennessee Valley Authority. . ... .. 6,975 6.325 3.200 ”4 200 3200 3,200 '5 200 na. n.a.
24 United States Railway Association® na. na. n.a. n.a. na. n.a. n.a. n.a.
Other lending'*
25 Farmers Home Administration. .. ........... ... . ... ... 42979 3R.619 33.719 21015 21015 21,015 21015 21,015
26 Rural Electrification Administration . . 18172 17.578 17.392 17.144 171414 17.144 17.026 17.040
27 Other. .o 64.436 45.864 17.9%4 29.513 30,566 29,513 29,462 27,638

t0. The Financing Corporation, established in August 1987 10 recapitalize the Federal
Savings and Loan Insurance Corporation, undertook its first borrowing in October 1987.
Oct. 1, 1976. 11, The Farm Credit Financial Assistance Corporation, established in January 1988 1o

I. Consists of mortgages assumed by the Defense Department between 1957 and 1963
under family housing and homeowners assistance programs.
2. Includes participation certifi reclassified as debt t

3. On-budget since Sept. 30, 1976.

4. Consists of debentures issued in payment of Federal Housing Administration insurance
claims. Once issued. these securitics may be sold privately on the securities market.

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

6. Off-budgel.

7. Includes outstanding noncontingent liabilities: notes, bonds, and deb

Yool

provide assistance to the Farm Credit System, undertook its first borrowmg in July 1988,

12. The Resofution Funding Corporation. established by the Fi al Ins ons Reform.
Recovery. and Enforcement Act of 1989, undertook its first borrowing in October 1989.

13. The FFB. which began operations in 1974, is authorized to purchase or sell obligations
issued, sold, or guaranteed by other federal agencies. Because FFB incurs debt solely for the
purpose of fending to other agencies. its debt is not included in the main portion of the table 10
avoid double counting.

14. Includes FFB purchases of agency assels and guaranieed loans: the latter are loans
d by numerous agencics. with the amounts guaranieed by any one agency generally

Federal Agricultural Mortgage Corporation: therefore details do not sum (o total..Some dam
are estimated.

8. Excludes borrowing by the Farm Credit Financial Assistance Corporation, which is
shown on line 17.

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

hcmg small. The Farmers Home Administration entry consists cxcluchly of agency assets,
whercas the Rural Electrification Administration entry consists of both agency assets and
guaranteed foans.
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1.45 NEW SECURITY ISSUES Tax-Exempt State and Local Governments

Millions of dollars

w3 1996
Type of issue or issuer, 1993 1994 1995
or use

Oct. Nov. Dec. Jan, Feb. Mar. Apr. May

I Al issues, new and refunding’ ... ... 279945 | 153950 { 143.101 13.898 16,839 16978 11,545 11,598 15244 13199 14,991
By tvpe of issne

2 General obligation . . . . . o] Y0599 54404 55737 6,184 6,194 5489 6,074 2063 4846 3083 5476
FROVENUC Lo 189,346 99,546 86555 7714 10,645 11,489 5471 9,535 10,398 K116 9515
4 27.999 19186 14.215 1491 954 1630 6vs 904 926 2.807
3 178,704 93,896 91,40 10736 11.678 7052 7.820 {0141 9,571 9.824
6 73.232 38.86% 36,658 4012 434 2.863 3083 4,199 2702 2360

91,434 1 105972 94,412 7.868 11485 11,070 6,517 6,383 10.621 9,487 9.594

8 Education . 16831 21.267 24926 1785 3377 28968 2.065 1.847 2442 2442
9 Fransportation . 9,167 10.836 11.887 367 1469 1178 573 1417 682 778
10 Utitities and cor 12014 10,192 9618 1.780 554 1.664 439 892 592 1.368
o Social welfare . 13837 20.289 18,612 1716 2177 Loid 933 2718 1.660 1.764
12 Indostrial aid . 6862 K16l 0,566 227 0650 1325 322 785 751 302
13 Other purposes 32723 35227 26518 1993 388 23218 2,083 2965 3651 2940
1. Par amounts of fong-term issues based on date of sake. SOURCE.  Sceurities Datn - Company  beginning  January 19930 Javestment
2. Includes school districts, Dealer’ s Digest betore then,
146 NEW SECURITY ISSUES U.S. Corporations
Mitlions of dollars
1995 1996
Type ol issue. nAwIIL'ring.n 1993 1994 1995
OF issuer
Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr.
1 ANsswes' L 769,088 583,240 na. 57.262 52,112 55,349 40149 47.394" 60,715" 54,5247 44978
2BondS . 646,634 498,039 na. 49905 43,452 47.568 34,619 42,643 51.560" 47.356" 32,500
By type of offering
3 Public, domestic 487029 JO8.800 43,137 36,602 43330 22 33882 004 40,612 27.000
4 Private placement, domestic’ ... Lo 1212206 na. na, na. na na. na na. n.a. na.
S Soldabroad . ..o oo 38.379 76,910 6,768 6700 4232 2399 K761 6,656 6,744 5,500
By industry group
6 Manulacturing 88,160 42,950 3,284 3397 4017 3.205 3809 2472 3210 2210
7 Commercial and miscel .. 58.559 37039 2,607 Rk 4178 3099 2451 2,604 3.852 3004
8 Transportation ... .. . . 10816 5727 908 187 225 1,24} 064 584" 57 120
9 Public urility 56.330 11974 91y 1241 485 6385 1821 935 678 471
10 Communication . . 31950 18158 2829 2389 3333 648 748 2.691 1.873 S35
It Real estate and financial 4820 369,769 29365 32706 25,742 33.450° 42258 37.686' 26,100
12 Stocks” . .. 122,454 na 7357 8660 7.781 5530 4,756" 9160" 7393 12478
By npe of offering
13 Public prefesred. .. ... 18.897 12,570 1H).964 1,035 836 2210 B9 2067 3258 967 2,000
14 Common . 82657 47.828 57.800 TR24 557 4.640) 2589 5.0902' 6,426/ 100,478
15 Private placement” ... 20900 24800 nan. n.a. n.it na. n.a. na. na.
By indus
16 Manufacty .. 22071 17.798 2383 LRIS 2200 681 295! 1543 2.036' 3.966
17 Commercial and miscellancous 257601 15713 i 2,801 4028 3274 2,032 25217 2,659 3577 4112
18 Transportation 2237 2.203 32 39 47 156 3y 141 23 37
19 Public utitity 7.050 2214 190 o0 36 322 15 ’09 319 149
20 Commun 3439 494 17 0 0 0 200 122 100" 144
21 Real estate 61001 46,733 1903 208 2,166 1.739 1,588 ATy 1,130 4070
b Figures represent gross proceeds of issues maturing in more than one ri they are the 2. Monthly data cover only public offerings.
principal amount or number of units cateukated by multiplying by the offering price. Figures 3. Monthiy data are not available.
exclude secondary offerings. employee stock plans, investment companies other than closed- SOURCE. Beginning July 1993, Sccuriies Data Company and the Board of Governors ot

end, intracorpor;
ownership securit

ransactions, equities sold abroad, and Yankee bonds, Swck data include the Federal Reserve System.
s issued by limited partnerships.

c
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Assets’

Millions of dollars

1995 1996
Item 1994 1995
Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr.
1 Sales of own shares® ........................ 841,286 871,415 68,694 72,730 70,499 94,719 112,332 90,370 93,856 101,847
2 Redempllons ofownshares ................... 699,823 699,497 54473 56,174 52,727 67,945 75,354 60,398 65,748 81,008
3 Netsales ... .. .ooiiiiiiiiieiiiaaas 141,463 171,918 14,221 16,556 17,772 26,774 36,978 29,972 28,108 20,839
4 Assets’ ... 1,550,490 | 2,067,337 | 1,962,817 | 1,963,496 | 2,032,958 | 2,067,337 | 2,143,185 | 2,181,711 | 2,212,517 | 2,292,722
S5 Cash® ..o 121,296 142,572 127,446 133,653 141,489 142,572 150,772 144,520 142,697 148,794
6 Other ......ooiiiiiiii e 1,429,195 | 1,924,765 | 1,835,371 1,829,843 ) 1,891,470 | 1,924,765 1,992414 | 2,037,191 | 2,069.820 | 2,143,928

1. Data on sales and redemptions exclude money market mutual funds but include
limited-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 convemons from one fund to another in the same group.

3. Excludes sales and red g from of shares into or out of money
market mutua) funds within'the same fund falmly

1.48 GCORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data at seasonally adjusted annual rates

4. Market value at end of period, less current liabilities.

5. Includes all U.S. Treasury securities and other short-term debt securities.

SOURCE. 1 Company i Dala based on reports of membership, which
comprises sub ially all op n g d with the Securities and
Exchange Commission. Data reﬂect underwrmngs of newly formed companies afier their
initial offering of securities.

1994 1995 1996
Account 1993 1994 1995
Q2 Q3 Q4 Q! Q2 Q3 Q4 Q1
i Profits with inventory valuation and
capital consumption adjustment ................. 464.5 526.5 588.6 5315 549.8 568.9 559.6 561.1 6i4.9 618.6 652.0
2 Profits before taxes. ................ 464.3 528.2 600.8 523.2 547.5 5704 594.1 588.4 609.6 611.0 649.0
3 Profits-tax liability . . 163.8 195.3 218.7 192.8 2034 2135 2173 214.2 2245 218.7 2334
4 Profits after taxes . .. 300.5 3329 382.1 3304 344.( 356.8 376.8 374.1 385.1 392.3 4156
5 Dividends.......... .| 1923 2110 2274 208.8 2125 218.5 2217 224.6 228.5 234.7 239.9
6 Undistributed profits .. ............... . il 103.3 1219 1547 1217 131.6 138.3 155.1 149.6 156.6 157.6 175.7
7 Inventory valuation ............ ...l —6.6 -133 —-28.1 -9.8 - 165 -2238 -519 -423 -93 -8.8 -17.4"
8 Capital consumption adjustment .. ... 6.7 116 159 18.1 18.8 213 174 15.0 14.6 16.5 204"

SOURCE. U.S. Department of Commerce, Survey of Current Business.
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1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities'
Billions of dollars, end of period; not seasonally adjusted
1994 1995
Account 1993 1994 1995
Q2 Q3 Q4 Qi Q2 Q3 Q4
ASSETS
1 Accounts receivable, g 4828 8510 614.6 SH3 524.1 551.0 568.5 586.9 594.7 614.6
2 Consumer. 116.5 134.8 1520 124.3 130.3 134.8 {358 4.7 146.2 1520
3 Business 294.6 337.6 3759 3132 317.2 3376 3519 3618 362.4 3759
4 Reulestate ... 71.7 78.5 86.6 73.8 76.6 RS 80.8 834 86.1 86.6
5 LESS: Reserves for uncaraed income. ................ 50.7 55.0 63.2 519 S 350 589 621 61.2 63.2
6 Reserves forfosses. .............. L 1.2 124 14.1 121 121 124 129 137 128 TN
7 Accounts receivable, net. ... ... L 4209 483.5 537.3 447.3 460.9 483.5 496.7 Sid 5107 537.3
& Allother. . .......oooii i 170.9 1834 2107 174.6 1772 183.4 194.6 198,13 198.1 2107
9 Totalassets ..., 591.8 666.9 748.0 621.9 638.1 666.9 6914 709.2 717.8 748.0
LIABILITIES AND CAPITAL
10 Bank Boans. ..o i 212 231 233 24 21.2 2.0 218 218 231
11 Comwmerscial paper.......... .. .o 184.6 (84,5 171.2 i71.0 184.6 181.3 1813 178.0 184.5
Debt
12 Owed to parent 427 510 62.3 44.7 50.0 51.0 525 575 59.0 62.3
13 Not elsewhere classifi 206.0 235.0 284.7 219.6 2282 2350 2544 2044 2721 284.7
14 All other habilities. . ............ ... ... oo o 87.1 99.5 106.2 89.9 95.0 995 102.5 1021 102.4 106.2
15 Capital, surplus, and undivided profits. ., ............. 714 759 87.2 732 723 75.7 79.7 825 844 872
16 ‘Total liabilities and capital .. ... ............ ... ... 591.8 666.9 7480 6219 638.1 666.9 691.4 709.2 7.8 748.0
1. Includes finance company subsidiaries of bank holding companics but not of retailers 2. Before deduction for unearned income and losses.
and banks, Data are amounts carried on the bajance sheets of linance companies; securitized
pools are not shown, as they are not on the books.
1.52 DOMESTIC FINANCE COMPANIES Consumer, Real Estate, and Business Credit'
Millions of doflars. amounts outstanding, end of period
1995 1996
Type of credit 1993 1994 1995
Nov. Dec. Jan. Feb. Mar* Apr.
Scasonally adjusted
ETotal ..o 546,103 | 615618" | 69L,616" | 687.894" | 691,616" | 696099 | 700977 | 702925 | 707741
2 CONSUMEN. .ottt 160.227° 176,085' 198.861" 196,773 198.861" 200,162 202.548" 203,280 205,184
3 Real estate” . . . . .. 72,043 78.910° 87.077 87.550" R7.077° 88.084 88.188" 89.502 89.943
G BUSINESS ... 313.833" 360,624 405.678" 403.571" 405.678" 407.853" 410,241" 410,144 412,614
Not seasonally adjusted
STotal. ... 550,751 620,975 697,340 687,944 697,340 697,312 701,576" 705,173 710,154
6 Consumer................. 162,770 178,999 202,101 198.072 202,101 201774 202.108 202,337 203,532
7 Motor vehicles 61.609 70,061 68,167 70,061 71420 73312 72129 73810
8  Other consumer” . . .. 73,221 81.988 78.926 81988 81,186 R1.214 79.779 79,489
9 Securitized motor vehicl 31,897 33,633 34.394 33,633 32,128 30,364 31093 30476
10 Securitized other consumer 12,272 16419 16,585 16.419 17.040 17.218 19,336 19.757
Ih Realestate™ ............ 78,479 86,606 R7.672 86.606 88.495 88,520 §9.056 89,975
12 Business 363,497 408.633 402,200 408,633 407,042 410.948" 413,780 416.647
13 Motor chicles 118,197 133277 129,708 133277 132,062 132,153 133,621 133.892
14 Retail’ 21,514 25,304 24564 25304 25,906 26.591 26,663 27.346
5 Wholesale®. . 35,037 36,427 33519 36,427 34,198 33,386 33910 32,155
16 Leasing. . .. 61,646 71,546 71.625 71.546 71958 72176 73.048 74,393
17 Equipment ... 157,953 177.297 173,183 177.297 175984 176,461 177.285 178,507
18 Retail 4 39,680 48,843 44,194 48,843 48,737 48.660 48,696 47912
19 Wholesale” . 9.678 10,266 10.889 10.266 9.260 R914 9213 9.663
20 Leasing. . . . 108,595 FIS 188 118,100 118,188 117,987 TI8.BRT" 119376 120,931
2t Other business . 61,495 65,363 66,678 65,363 66.643 68.070 69,497 69,193
22 Securitized business assel 25852 32,696 32.631 32.696 32,354 34.204 33377 35,055
23 Retail 2869 4.494 4,723 4,974 4.723 4.467 4,252 4,067 4,367
24 Wholesaie 10,584 14.826 21327 21,208 21.327 20,130 23,460 22,622 24327
25 Leasing 8179 6.532 6.646 6.449 6,646 6,757 6,552 6.688 6,361

1. Includes finance company subsidiaries of bank holding companies 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 G.20 (422) monthly statistical release. For ordering address, sec inside
front cover.

2. Includes all loans secured by tiens on any type of real estate. for example, first and junior
morigages and home equity loans.

3. Includes personal cash loans, mobile home loans, and Jjoans to purchase other types of
consumer goods such as appliances, apparel. general merchandise. and recreation vehicles.

4. Outstanding balances of pools upon which securities have been issued; these balances
are no longer carried on the balance sheets of the loan originator.

5. Passenger car Heets and commercial land vehicles for which licenses are required.

6. Credit arising from transactions between manufacturers and dealers. that is. foor plan
financing.

7. Includes loans on commercial accounts receivable. factored commercial accounts, and
receivable dealer capital: small loans used primarily for business or farm purposes; and
wholesale and lease paper for mobile homes, campers, and travel trailers.
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1.53  MORTGAGE MARKETS Mortgages on New Homes

Millions of dollars except as noted

1995 1996
ftem 1993 1994 1995
Nov. Dec. Jan. el Mar, Apr May
Terms and viclds in prinyey and secondary markels
PRIMARY MARKETS
Terms' _
1 Purchase price (thousands of dollars). . . 163.1 1704 178.0 sl 1705
2 Amount of foan (thousands of doltars). . 123.0 120.8 136.4 1404 137.6
3 Loan-to-price ratio (pereent) 78.0 8.8 789 79.1 795
4 Maturity (years) e 26.1 275 237 27.6 272
§ Fees and charges (percent of loan amount)™ .. ... ..., 1.30 129 122 1.21 L16
Yield (percent per vear)
6 Contract rate' .. 7.03 7.26 7.00 757
7 Effective rate’ . 7.24 747 o 7.76
8 Contract rate (HU D se 7.37 8.58 746 822
SECONDARY MARK
Yield (percent per year)
9 FHA morigages (Section 2030 .. L 746 R.68 818 7.1 K09 852 8.57
10 GNMA seeurities® ... 0.65 7.96 757 671 740 7.62 781
Activity m secondany markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period}
T Todo oo 190.861 249928 5.619 262,014 263,308 267.330
127 FHA/VA insured . 23857 28.901 622 IRT4 29,132 30,442
13 Conventionad .. .. 167.004 21027 230097 233270 234677 236,888
14 Mongage transactions purchased (during period) . ... ... 92,037 62389 30308 0148 4510 3370 TS 3339 0,720
Mortggge vommitments {diving period)
15 Issued 92,537 54038 56092 06,038 4,763 hWATH 7043 0293 5,500 3228
16 To seli® 5097 1.820 360 10 o 3 0 29 o 13
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings tend u/'/n'riml)‘\'
17 Joual. ... 55.012 72.093 HI7424 029497 107424 RN 14793 7420 19520 121058
18 FHA/VA insured .. 321 276 267 271 207 226 223 220 216 212
19 Conventional ..... .. 54.091 72416 07,157 112726 07,157 [REIRLE 14570 H17.200 119304 120,840
Mortgage transactions tduring period)
20 Purchases .. ..o 220.242 124,097 Y8470 9.989 13,108 112,801 [RICOS 120
2 Sales. 208,723 17010 83877 9,01t FLTI2 RFRR 11,384 PILUSK
22 Mortgage commitments contracied (during period) .. ... 274599 136,067 118,659 11,330 4004 12763 10.37% 13.009 11075
1. Weighted averages based on sample surveys of mortgages originated by major instity- 6, Average net vields o investors on tdly moditied pass-through seearities backed by

tional lender groups for purchase of newly built homes: compiled by the Federid Housing
Fin.lmc Board in cooperation with the Federal Deposit Insurance Corporation.

lncludes all fees, commissions. discoums. and *points’

\\."‘.” 1o obtain a foan,

3. Average eflective interest rate on loans closed for purchase of newly built homes,

assuming prepayment at the end of ten years,

4. Average contract rate 0n new comunitments lor copventional lirst mort,
Department of Housing

day ol the subsequent month.

5. Averd

2e gross

sicld on thirty-

* paid (by the borrower or the Federal Ihm\ln" Administration or gaaranteed by the ln,»unncm ol Ve

ages: {rom U,
and Urban Development (HUD). Based on transactions on the fir

e Associanon (GNMAY
prepayment i welve sears on pools of thisty-year mortgages insined by the
ctis Aflairs.

7. Does ot inchude standby - conaninments ued, but includes sk mdby commitments
conver

8. Includes pasticipation toans as welt as whobe fowm.,

9. hicludes conventional and government-underwriten o
Mortgage Cmpumxim'\ nortgage comanitments and mortg
under mortgage securitios swap programs, whereas the

morteages and guaranieed by the Government Nationad Morigay
assumi

s, The Federal Home Loan
transactions inclade activiry
wresponding data tor FNMA

r. minimum-downpayment lirst mortgages insured exclude sw up activiy.

by the Federal Housing Administration (FHA) for immediate delivery in the privae

secondary market. Based on transactions on first duy of subsequent month.
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1.5 MORTGAGE DERT OUTSTANDING'
Millions of dotas, cud of pered
1995 1996
Iype ol holder aud property 1992 1943 1994 - = = - - - - - -
0l Q) (93 18 QI
I Al holders. 4092984 4,268,420' daA474, 100 4 515,854 4,584,560 H063,804' 4,705,884 4,774,998
By vpe of properny

2 One- o fow-tanitly 1esulences L 3,037,108 3227131 [RTIXIRAT 3,465,005 390878 3038000 3041698 LORIOT0

3 Multitannly 1esidences REATRRY] 2/0L796 REAR RN 270,498 280,390 RESEET JRR090 290 48

G Conunereial -0 oo 000 s T00,60 1 089,290 O84.803 O, 088 093,017 ity JO8406/ 713,751

S Tam 80.748 LR DA 820/ R3403 83,850 K420 84,629 85,189

By iype of holder

6 Muor inaneial mstityiions 176918/ 1,767,845 LRISKIO LS8R ES LROE, L/5 1,895,085 1,894,539 1,895 878
7 Commercrd banks' .0 . ROLS1S GH0 bt 004,280 10248 1053018 1,002,780 [ORO,37% 1LORY /4
8 One o tom-faundy ... 507,780 56,538 611,600/ G235, 478 648,709 662,126 603,584 000,306
9 Multlamity .00 o0 SR04 H.018 [N A9,746 40,594 43,003 RRRAI 45,201
10 Conumeraal ERER R 321400 330,100 330,705 L0170 11,826 349,100 1736
I Y P 149,88, 20802 20,567 22050 23575 PRR RS 24,800 23931
12 Savings mstitattons ' . 621072 598,330 396,199 (€IS SO 1S 61614 6,789 2959018
13 One o fow Lnuly 180,622 69,059 V7490 184,625 182,005 189,150 A82705 AR 020
11 Muttfamily. ... ... ... 09,791 671,367 O, M0 03,778 01404 63,509 61,920 60,49:1
[ Commercral o0 0 o000 L L L 08,235 60,704 Se,011 31085 54,054 SO0 51.800 1 ORY
16 bam oo o i 309 289 RS 22 | R 299
17 [ tte mswanee unnpnm 216,102 229,061 RARTRERS 215,181 115,482 RVEDR 203,377 212801
(R One 1o fow kunly ... (RIS 9458 7910 /892 1011 8,010 7833 181
1 Multilaimly 20770 25814 21300 2h250 24310 246010 24,070 RANI
20 Conmercial o000 0 L0 0 1U¥,269 184,305 {73,530 IVARER 174565 174,044 [71,859 171405
a1 TG o e 9,022 008 0577 9900 0,596 9043 9,619 0,528
22 Pederal and related apencies - o000 oo 280,204 327004 HENGIE LIWAYARY RIRWRR HCORRE 3MLRIE 2204
20 Governnnent National [\'Illll)'«l),\ /\wu wion . oo 0 2 o 15 / J ! ’
RES Oue w fow-mly 00000 0 o 30 19 o 13 7 2 J 2
Rhl Multihanmly. o000 0 oo s 0 7 8] ] 0 il 0 0
20 Farners Hlome \dmun |mlu>n 41,695 41,380 781 J1L,857 RERAW) 11,898 41,791 [AIREAS
i One o tom-tanty oo 0 16,912 19,303 [§,826 14,507 13207 12904 12,643 t2,327
R Mulotamily, 000 10,545 10,940 1,319 11HS [N 11,597 1ol HLO30
29 Connerenal 5. 158 5,00 5,670 5,807 RIOAD 0,180 0,248 0,305
30 Favm 0 90504 9,719 [0.0960 RS [NPREDI 11,291 (1,082 11,266
3 1 ederal Housing .\ml \/L l\ s’ /\\!mnmlmllnn\ . 12581 12,215 {0,064 10,8491) 10,008 9,54 9,800 8,110
32 One-todow bty o000 0 oo 50054 3, 304 4458 DNAR 4848 LUIR 5,180 L2208
33 Muttdaenly. ... oo 1428 0,851 0,211 0,175 Y200 Hol7 1,000 L2l
1 Resoluton” Ims! ( ulpumlum 32045 17,284 104028 DIRNE] 6,156 LRRY 1,864 1§l
45 One- 1o low-tamdy 0 0 o0 o [.2.960 7,204 9,20 AWAR] 2870 2,299 o it
e Multitanuly 9,621 5,327 ERRU 194 1,910 020 [(R¥4 0
37 Commerersd . 00 Lo L 9446} 4,754 2309 20492 1615 1,170 ERA} (
iR Bam oo 3] 0 8] ] 0 4] 0 4
k1) federal Depost tnsuance ¢ n]|)lml(|“|\ ..... {) IANER 1821 0,730 6,039 3,018 4308 5,553
40 (ne o tour fanuly B 0 23061 1,0 &) 731 GlIR 102 1 818
41 Malttapualy.. . . 0 1,426 1,595 1,310 RS AR 128 S60)
1 Commercial . .0 0 o0 [l 10,319 ST §,980) 73 3,674 3,481 L1
ix Faun e e ¢ (0 0 o} 4] 4} a ()
23 tederal '\'xl|<\11.|| Mml)v ape /\\wm l.mun . 137581 166,642 178,059 Litols 178,160 152,004 184, /8? 181531
5 One 1o fow-Lamly . TR 124,016 15310 162,160 1o, 787 162,674 160,193 L6812 167895
Hy Multitamly., .. . . ... 14,508 15,432 15,899 15835 15,788 19836 15,660 19,636
%4 tedeal Lansed Baoks . 00 o0 28,601 28,400 JR,95% JR065 JRO05 REARY 28128 RER1
8 One 1o fow-Lanily ... {687 1,675 1.671 1.051 1,648 1650 1,673 1,700
- batin oo o s e e 6077 20,785 J0.885 Joctl 20,3457 20,095 20,155 27491
S0 Pederal Homie T oan Mortpage © HI[)U! umn 13,6065 46,89 1,780 REWATS ERIRTE NEIRARY 50,849 51120
S One- 1o four-fanuly . 303 RANERY §8,u50/ RN bz 18049 16,997 50,058
52 Mulutanily 2,034 254 2830 RN} V6L $ad34 1857 062
53 Motlgape pools o tisis™ . . R P26 | Laeks7r | om0 | vdest | Lo oL msorn 185 4,613 1,895,300
S Govenment National Marigape \wm.mun P 419,516 114,066 450,034 151,401 RAYRI] J63.054 YRR 5824
S5 One- 1o lowr lannly HO67S 404,80 B4 TR REANIRRS -Hi6,RNS ARENEN 401153 4o Lo h
56 Multitanuly. . . . o B84 9,202 0,136 97769 10,240 10,540 10,845 L7
57 fedetal Home Loan Molly e JO07514 704 0,851 RURN DI 8.2 10! RURRYO) 515,051 521320
58 Oune- Lo tour-tamify J01,525 J42.002 SHK 770 REUNETE RURN RS 00487 S12.248 521,721
59 Multitmidy. . . 5,980 4,535 5126 3,080 IRIARY ORI 2813 2,605
of) Fedesal National Morgrape Assocntion 0L REEXCID] J95,505 S0, 843 533,002 343,069 399,509 582,994 999,540
Ol One- o dow Tanudy o0 0 435979 86,80 320,763 323,004 F43,001 34,400 308,704 584,427
o2 Multifaunly. 9,000 8721 9,580 9,359 10,578 11,185 13,23 [RXVIN
63 Farmers Hone z\dlllllll\ll.llll!n ,,,,, 8 28 19 14 13 1 1 10
o1 One- to fowr-lamily 8 5 4 ) ) 2 ? |
05 Mulidannly. . o0 0 . 0 0 0 0 0 0 0 il
06 Comeretal 1/ [ b / 4 hl S Bl
) Barm oo o e e 13 10 / bl h) hl + -+
o8 Prvate mongage conduits 162,217 20 BOO 240,150 291597 RAXIDEY 208,4020' 283204 205,601
oY One to tow fanmly . 140,718 173,635 194,401 o8, 010! 028 207,679 JLEO S 220,022
70 Multitanily. .. 0,105 8,701 114928 15,744 1781 18,903 21,079 PRy
7 Commereral o . 0 0 o oo s 15,191 25,469 i 17814 H0,09 4 K38 H,4%0 SN
72 Tt . 0 0 ( 0 [} 4] 8] 4]
73 tudviduals and othen” 603, /0 alg,000 610590 02,819 o1hs78! 053,619 aS0001 GOO.OR0
74 One to tow- I.mnly ‘‘‘‘‘ 17871 455,016 [IANEYA dos ! 180,44/ RUTISIRE AR0,660 S04 193
75 Mullitanuly [N 05,39/ 0,601 10,305 710 JLRo7 73,044 14,354
76 Commereal . 15,411 739017 /H,153% 16,607 71281 7R RS0 18801
I T O 15,270 [ 100w 12651 1,730 12,7196 17872 11,850 12,970

Multlanly debtrelers o loans on stoictutes of hye o ntace unts

2 hachudes faans licld by ooudepostt bust companes bat nol Joans helid by bank nost
departinents,

3 Ineludes savings Danhs and savoips and loan associaions

4L puaanteed seeantes sold to the Tederd bmanciny Bank wese weallocated rom
BllA modpage pools o Tk lA mongape holdings o T986 Qd- hecanse of accounting
cllanges by te Farers Home Admnnstiation

5 Outstandig prncipal balanes ol nonggape backed secunties msied or puaiantecd by
tie apency ndicated,

G, Other hobders medude montgage compinnies, wal estate mvestient tsts, state o local
credit agencies, stale and Jocab rebrement fonds, noninswed pensson tands, credit umons, and
Nince compies

SOURCT Based on data frem viutots sstitstional and govemment sousces, Sepaation of
nontarn nottpage delit by Gpe ot property, b not aepoted direetly, and interpolations and
exttapolations, when wequired for some quuiners, e ostimated e pat by the Federal Reseyve,
De 69 fron foside Maontpage Secutties
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1.55 CONSUMER INSTALLMENT CREDIT!
Millioas ol dallus, wmounts outstanding, end o pesiod
[CORK 1996
Holder and type of credu 1993 1994" 1995
Nov Dec Jan. e, Mau. Apr
Seasonatly adjusted

I L S B4, TR 966,457 1,103,164 1,094,352 1,103,164 1,113,509 1,124,253 1,133,642 L, 140,181
2 Automobile 279,786 317,182 351,052 147,234 351,052 352461 154,810 356,310 159,507

3 RL-VHIying. 287,011 139,137 413,894 407,181 413,894 419,030 425,778 431,190 438,460
4 Other 217,321 L 3,93y 338,218 339,737 38,218 342,018 343,006 L 346,136 [ 342,214

Not seasonally adjusted
Sotabo. oo 0 o 863,924 990,247 1,131,747 1,101,356 1,131,747 LI23,813 1,121,348 1,123,315 1,129,433
By major holder

O Commercial banks L 399,084 462,923 507044 495,978 507414 502,400 500,140 499,702 504,652
7 Pinance companies 116,453 134,830 152,624 147,093 152,624 152,606 154,365 151,744 153,299
8 Credit umons ., 101,034 119,594 131,939 130,940 131,939 131,257 130,839 130,837 131,873
9 Savings instlutions 17,453 38,408 40,106 40,508 40,106 40,000 40,000 40,000 19,999
10 Nenhiancwl busines - 77,229 80,021 83,001 T7.948 85,001 80,733 T8, 138 70,681 73,765
11 Pools of secuntized assetst L 141,070 147,811 214,604 208,892 214,603 210,817 217,800 224,286 225,845

By major ivpe af Credit’?

12 Automabile [P 281,538 319,718 354,260 451,029 154,260 351,909 352,583 152,634 385,073
13 Conunercial hanks 122,000 141,805 (49,004 147,995 (49,044 148,186 147,703 148,455 150,455
e} Floance companies ... 56,0587 61,609 70,626 68,167 70,626 71,420 73,312 72,129 T3RI0
15 Pools of secunttized assets 19,561 30,376 44,616 44,91 44,610 42,569 41,755 42 R68 40,5960
16 Revolving G e 12,201 357,307 435,074 410,401 435,674 420,024 424,057 425,823 411,733
17 Conmnercial basks 0.0 0 149,920 182,021 210,208 197,088 210,298 200,080 198,886 196,836 201,858
18 Nonfmanaal bhusmess 56,128 56,790 53,525 48,530 53,525 50,520 48,013 47,416 44,526
19 PPools of secuntized assets™. oL 80,242 96,130 147,934 141,934 147,934 151,640 153,300 157,600 161,185
20 0ther oo, o0 oo 280,185 313,225 341,813 339,844 341,813 345,820 344,108 344,858 342,027
21 Commercial banks, 127,764 139,007 148,022 150,895 148,022 154,134 153,551 154,471 152,349
22 Finance companies 60,390 73,221 81,998 78,920 81,008 81,186 R1,053 79,620 79,489
23 Nonhnatcial buasiness L 27,104 20831 21,536 29412 31,536 0,203 29,525 29,265 29,239
24 Pools of secunitized assets'. .. i1,267 15,305 22,053 22,207 22,054 22,608 22,721 23728 24,004

[, Ihe Board's settes onamounts of credit covers most short- and ntermediate-term credit
extended to mdviduals that is scheduted to be sepaid (o1 has the option ot 1epaynent) i two
or o mstallnents, Datac un tos table also appear e the Boand's G119 (421) monthly
statistical teledse, For ordenng addiess, see mside bont coven

3. Includes retailers and gasoline compames

4. Outstandig balances of pools upon whidl secmities have been sssued; these balances
are no longer catned on the batance sheets ot the loan onginator,
5. Totals include estmyates tor certam holders tor which only consumer credit totals are

2, Compises mobile hotne toans and all other wstallment Toans that are nov meluded avalable,
automobile o tevolving credit, such as foans for education, boats, tiatlers, o vacations These
Touns pay be secured or wseoned,
.56  TERMS OF CONSUMER INSTALLMENT CREDIT!
Percent per year except as noted
1995 1996
[tem 1993 1994 1995
Qct. Nov, Dec Jan, Leh, Mar. Apt.
INTERE ST RATLS
Commerciul banky®
bodd-month new cat 0 oo 8.04 K12 9.57 na 9.36 . n.a .12 na, na.
2 2-monmth pesonal .. 0 oo 13.47 IR 13.94 i, 13.80 na. .. 13.04 1. n.i.
Credit card plan
3 Allaccounts, .o P na, 15.69 16.02 na, 15.81 . na 15.82 k. 1,
4 Accomnts awsessed mterest Lo L0 na, 15.77 15.79 na 15.71 0., na 15.41 0. L.
Auto finance compantes
S Newear.. oo L0 9.48 9.79 119 10.89 1184 10,52 9.74 Y806 9.77 9.64
6 Usedcar.. oo 12.79 15,49 1148 14,06 1398 1183 13.27 13.28 13.19 13.20
Orrr s
Manu v fronthy)
7 Newcar. ..o . 54.5 540 sS4 546 545 S3.0 S8 52.3 S1LR 51.8
R Used car, 488 50.2 522 523 522 SIR 52.2 521 520 S1E
I oan-to-vatue ratio
9 New car .. 9t 92 v2 92 92 DR 92 o1 91 vl
0 Usedeu.. 0 o oo oo 98 vy v9 99 99 99 949 98 98 99
Amornt fonaced (dollas)
11 New e, 14,342 15,375 160,210 16,430 16,583 17,034 16,69% 16,627 16,520 16,605
12 Used car. 9875 10,709 11,590 11,883 12,012 12,152 12,059 11,990 11,934 12,024

I, The Board's seties o amotnits of credit covees miost shott- and mtenmediate-term credit
extended to individuals that 15 scheduled o be repaad (o1 has the option of 1epayment) mn two
ot mote wstalhnents, Data i this table also appear i the Boased™s GUEY (421) monthly
statistical telease. For ondenny, addess, see niade trant cavey

2 Dataare avatlable for only
3 Atauto finance companices,

the second month of cach quaiter.
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Billwons ol dollaus, quaderly data at seasonatly adjusted amual vates

Flow of I'unds
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Lransacuon catepory ot seclol

| Total net horcowing by domestic nonfinancial sectors

By sector and urstranen
2 ULS, govenment L
3 Theasuy seawities, .
[ Budgel ey isies and mopages

S Pivae oL S

By iy ument
O Municipal secunties
/o Corporate bonds ., oL
& Mottpages .

9 Home notigages.. .
10 Multdanily esidential,
Il Commercial
12 TS R

13 Consuter aedit

L+ Bank loans new,

15 Comtuernal paper

16 Other loas and advanees

By botyowiny secton
1/ Houwschokd
18 Nonfimancal husmess

19 Farm .. .
20 Nonlam noncorpatate
o Conporate .

72 St and local povernment

23 Toreren net borrowmg e Usiied States
2 Bamds .

25 Bank loans ne v

26 Commercial paper

27 Other loans and advances

O8 Total domustic plus foreign

29 Total et borrowing by firanciat sectors

By unttwonent
A0 US. povennment-related .
81 Government sponsored citerprise secisios
32 Manlgage pool seeanties .
39 Toans o US povermnent .

31 Povale -

15 Copoate bonds

16 Matpapes

Y/ Bank loans new

8 Open markel papet

0 Othen Joans and advances

By borreving secton
S0 Governmenl sponsored enterpuses
AU Pederally related motyage poals
£ Pavale fimancel sectors
G300 Commercnl bupks, .
40 Haok holdimg companes
Funding comporations,
DUVINES Hstituhons |
G Credit umons . .
A8 Lale msuranee comgrnes
A0 Pance companies
S Mongape companies oo
51 Real estate wivestinent tusts (RE1TS)
52 Beohers and dealers .
S5 Bssuers o asset-backed secuntes (ABSs)
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Flow of Funds A39

1.58 SUMMARY OF FINANCIAL TRANSACTIONS'

Billions of dollars except as noted; quarterly data at seasonally adjusted annual rates

1994 1995" 1996
Transaction category or sector 1991 1992 1993 1994 1995°
Q3 Q4 Ql Q2 Q3 Q4 Ql
NET LENDING IN CREDIT MARKETS2
1 Total net lending in credit markets ................. 652.1" 805.6"| 988.4"| 1,066.57| 1,245.6 | 1,035.9" | 1,205.27 | 1,214.8 | 1,364.9 | 1,169.0 | 1,233.7 | 1,214.0
2 Private domestic nonfinancial sectors ................. 105.2° 87.9 656" 2589" -—848( 21347 2278 3534 —-1423 | —-549] ~177.3 | ~133.6
3 HousehoMs ................... . 29.0° 81.7° 5227 3047 5051 2923 3434" 1708 1 -772 20321 —90.7 ; ~103.6
4 Nonfarm noncorporate business .. -53 —-.1 6 N 1.0 N 9 5 Lt LI 1.2 1.2
5 Nonfinancial corporate business 30.7 278 9.1" 48.1" -35 37.3" 5321 —411 395 —-50.2 376 527
6  State and local governments . .. 50.8 —2L.5 37 —-946 | —133.7¢ —117.0 | —169.7 -949 | —105.7 | 2090} —125.3 -83.9
7 US. government .. 105 [ -119 | —184 | —-242 =213 —113 ] -244 -132] -243| -239| -~-239| -—246
8 Rest of the world . 13.3 98.2 128.3 134.4 2717 1375 2109 241.2 326.1 358.0 161.7 3216
9 Financial sectors ................. 523171 63L5 812.8 697.4° | 1,0800 1 696.3 | 790.8" 951.6 | 1,205.3 889.8 | 1,273.1 | 1,045
10 Government sponsored enterprises . . 154 68.8 90.2 AN 94.7 12191 1714 282 975 61.5 191.7 423
11 Federally related mortgage pools . .. . 136.6 115.6 83.6 116.5 982 98.3° 72.2° 264 64.9 1199 i81.4 109.3
12 Monetary authority ........... . 311 279 36.2 315 12.7 29.7 30.0 16.3 208 ) —11.1 24.7 14.3
13 Commercial banking . . . 80.8 95.3 1422 163.4 266.3 183.4 174.5 343.1 3156 248.9 1577 130.7
14 U.S. chartered banks ................. 357 69.5 149.6 148.1 186.6 155.6 174.2 183.4 2224 2275 1129 859
15 Foreign banking offices in United States . 48.5 16.5 ~9.8 11.2 754 229 -5.6 158.8 83.9 24.1 350 511
16 Bank holding companies.............. . -5 5.6 0 9 -3 27 -24 -15 53 -9.6 46 -53
17 Banks in U.S. affiliated areas . . -19 3.7 24 33 4.7 22 8.3 24 4.0 70 5.2 -9
18  Funding corporations . 8.2 177 | —194"] -274 62| ~434 —4.7 39.8 -35 55| —~17.0 1549
19 Thrift institutions. ... ... ~146.1 -61.3 ~17 349 8.7 53.8 324 282 9.7 436 | —46.8 =21
20  Life insurance companies . . 86.5 78.5 100.9 66.3 98.7 89.5 79.4 1324 131.2 770 54.3 122.1
21 Other insurance companies . 30.0 6.7 27.7 249 214 253 304 19.2 217 21.8 228 222
22 Private pension funds ................ 35.4 41.1 459 410 61.3 42,5 74.7 58.9 57.2 50.5 78.5 778
23 State and local government retirement funds . . 411 23.0 19.8 29.0 2141 —~1L} 36.6 624 32 6.8 13.2 873
24 Finance companies .................. . -92 7.5 ~9.0 68.2 63.6 63.8" 81.7" 925 65.7 43.7 52.9 56.7
25  Mortgage companies . 1.2 A -0 -22.9 -341 -140 2.1 —144 29.9 73 -36.4 1.7
26  Mutual funds .. ... 80.1 126.2 159.5 ~7.1 5251 =293 | -704 —15,1 215 520 1515 629
27  Closed-end funds . 12.8 18.2 11.0 —-5.5 58| —136 | —100 35 6.4 84 50 -12
28  Money market mutual funds 327 47 204 30.0 86.5 577 539 53.1 135.2 33.2 124.6 170.1
29 Real estate investment trusts (REITs) . -7 L1 6 4.7 1.8 55 2 1.8 1.8 1.8 19 1.9
30 Brokers and dealers.................. 17.5 ~-13 148 | -44.2 90.1 | -219 -8.0 30.5 146.2 -1.8 185.6 § —101.1
31 Asset-backed securities issuers (ABSs) .. . 50.07 53.7° 80.8" 61.9" 1123 50.6" 42.6° 55.5 100.9 1446 148.0 1122
32 Bankpersonal trusts ...l 100 8.0 9.5 7.1 -18.8 77 1.4 -10.8 -20.6 -2379 -20.2 ~18.1
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
33 Net flows through credit markets . .................. 652.1"| 805.6"| 988.4"] 1,066.57] 1,245.6 | 1,035.9° | 1,205.2" | 1,214.8 | 1,364.9 | 1,169.0 | 1,233.7 | 12140
Other financial sources
34 Official foreign exchange ........................... -59 -6 8 -5.8 8.8 2 -8.6 17.8 103 9.0 -1.9 -2.1
35 Special drawing rights certificates . . 0 -20 0 0 22 0 0 0 0 8.6 0 0
36 Treasury cumency .............. s 0 2 4 3 6 8 7 7 7 8 .0
37 Life insurance reserves . . 25.7 273 352 34.0 499 67.7 216 54.0 49.9 299 66.0 56.0
38 Pension fund reserves . 198.2 238.6 2473 248.0 25851 2380 2934 3025 3107 223.0 197.7 30L5
39 Interbank claims ............... -34 494 50.5" 89.7° 10.1 4.1 9991 —136 2521 —43.2 7181 ~80.9
40 Checkable deposits and currency 86.3 1135 173 =97 -125]| -660 | —405 428 1335} —15L.5 ) -75.0 517
41 Small time and savings deposits. 1.5] -572 -70.3 —40.0 9.5 -51.8 —46.9 18.1 112.0 142.2 1136 174.7
42 Large time deposits......... -5851 ~732 | -235 19.6 65.6 84.0 36.5 116.8 69.2 763 3 52.0
43 Money market fund shares .. ... 416 4.5 202 433 142.3 564 86.5 59.9 2335 121.2 154.8 2256
44 Security repurchase agreements . .l ~165 43.1 naz 78.3 10.7 86.0 51.9 161.8 130.7 85.1 65.2 -31.6
45 Foreign deposits.............. .| -265 -35| —185 458 5.8 28.1 97.9 39.2 90.6 | —-638| -428) -320
46 Mutual fund shares e 147.2 209.1 323.7 1289 173.9 129.7 | —12.6 78.5 1733 195.3 248.6 290.9
47 Corporate equities 62.2 858 1184 219 ~147| ~16.4 | -685 -385} -166 N -431 -176
48 Security credit . . .. 514 4.6 614 -.1 2671 -593 371 -10.7 30.8 354 51.3 80.3
49 Trade payables . 31.0 46.6 5441 110" 106.0 97.2"1 1494° 113.6 30.5 183.2 96.8 129.7
50 Taxes payable-................. -74" 9.7 5.2 32 1.3 10.2° 4.2 15.3 -43 4.0 ~9.8 9.5
51 Noncorporate proprietors’ equity . . 5 16.7° 34" 22,6 387 46,0 23.1° 269 335 48.6 45.7 53.1
52 Investment in bank personal trusts . 16.1 —7.1 1.6 18.8 -47.7 23.6 11.9 -443 | ~-456| -639| -37.1 —47.3
53 Miscellaneous ... ... ..ol 2782°| 28057 364.6"| 236.8" 46191 26481 3034 3272 505.1 3476 667.6 466.0
54 Total financial sources. . ........................... 1,473.97| 1,79047 | 2,351.77| 2,113.5" | 2,730.1 | 1,979.2" | 2,245.77 | 2,482.9 | 3,237.8 | 2,357.5 | 2,8423 | 2,893.5
Floats not included in assets (—)
55 U.S. government checkable deposits .................. =131 7 ~15 ~48 —6.0 74 —24.4 132 =163 3.5 -24.3 17.8
56 Other checkable deposits L. 4.5 1.6 -13 -28 -38 ~33 -23 -37 -39 -35 -4.2 -39
57 Trade credit ......... ... oo 36.1 1.3 -6.6" -781 ~148 126" ~44.07 79.5 1271 41| -1073 ) -71.6
Liabiliries not identified as assets (—)
58 Treasury CUITENCY ... .uvvnrineininneiinonainenann. -6 -2 -2 -.2 -5 -2 -2 -2 -4 -3 -1.0 -9
59 Interbank claims ............. 26.2 -49 42 =27 -3.1 0.1 -17 8 82 761 -29.1 124
60 Security repurchase agreements . e -9.5 3.6 343 315 11.0] =535 86.7 644 | —-473 396 | -127 -76.7
61 Foreign deposits. ............. Lot 240 ~2.8 -7 369 ~15 395 55.7° 45.6 816§ —-936| -395] —415
62 Taxes payable . . . -22" 1.9 1.1° 8.6 8.7 10.8 -9 -89 316 10.8 141 -240
63 Miscellaneous ............... . 9.7 ="} ~126.1" | ~138.7°) -29.8 | -44.3") —107.3"| ~-2306 | -36.9 -48 153.1 123.3
64 Total identified to sectors as assets . ................. 1,446.8" | 1,769.3| 2,444.97| 2,193.7"| 2,769.8 | 2,000.1" | 2,284.27 | 2,522.7 | 3,208.3 | 2,442.4 | 2,905.9 | 2,958.8
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.

F.6 and E7. For ordering address, see inside front cover.
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1.59 SUMMARY OF CREDIT MARKET DEBT OUTSTANDING'

Billions of dollars, end of period

1994 1995" 1996
Transaction calegory or sector 1992 1993 1994 1995’
Q3 Q4 0l Q2 03 Q4 QI
Nonfinancial sectors
1 ‘Total credit market debt owed by
domestic nonfinancial sectors . ..., ... L1L,894.57 | £2,537.8" | 13.0163.07 | 13,8959 | 12965.8" | 13.163.07 | 13,3393 | 13,5484 [ 13,7078 | 138959 | 14,0721
By sector und instrument
2 US gOVErRMENt. .. ...l 3.080.3 3.3365 34023 3.636.7 34323 34922 35579 3.6034 3.636.7 37172
3 Treasury sccurities . 3.061.6 3.3009 3.465.6 3.608.5 3404.1 3.465.6 35315 3.5760.5 3.608.5 3.689.6
4 Budget agency issues and morlgages .. ... ... 8.8 26.6 207 28.2 282 26.7 204 26.9 28.2 27,6
SPrivate. ... 88142 1 92013 9.670.7° | 10259.2 9.533.6" 9.670.7" 97814 99649 | 101044 | 102592 | 103549
By instrument
6 Municipal securities . ... L 1.302.8 1.348.2 1.307.0 1.362.6 13354 1.331.7 1.309.9 1.307.0 1.304.1
7 Corporate bonds . . 1.154.5 1.2533.0 1.326.3 1,251.5 1.266.3 1.290.9 1.305.8 1.326.3 13410
8 Mortgages....... 4.088.7 44544 4.691.8 4.400.5¢ 454 44958 4.563.2 4.041.2 4.691.8 4.748.6
9 Home mortgages . 3.0374 3.430.0° 3.634.7 337460 | 343007 34651 4.4 35940 36347 3.682.6
10 Multilamily residential. ..o 2725 269.1 280.2 270.2 26900 2098 2733 2768 280.2 28410
8] Commercial . 6Ys.1 6723 o924 673.1 6723 677.6 681.6 686.1 692.4 696.7
12 Farm . ... c ]0.7 R0 84.6 82.6 83.0 834 839 844 84.6 85.2
12 Consumer credit. . . . 802.4' 988.8' 11317 9339 ORR.8° 989.3 1.029.7 1.077.5 INRIWv 11233
14 Bank loans ne.c. ... 6722 749.0' 8320 724.9* 749.0/ 782.8 8100 825.6 R52.0 8619
15 Commercial paper 107.1 139.2 157.4 138.7 139.2 149.8 162.9 1633 157.4 173.2
16 Other loans and advane 686.5 733.0 7929 7216 7380 762.0 775.8 781.2 7929 8027
By borrowing scctor
17 402147 | 42720 1.634.7' 50183 4.3515.1" 4.634.7 4.670.5 47844 4.908.0 50183 5.003.2
18 3.696.8 3770.2 KON ERVIRS RE$ X)) 39201 4.002.7 4.084.0 41223 41718 42248
19 136.3 138.3 141.2 143.2 1431 141.2 138.9 1428 1439 143.2 1409
20 11229 1.1299 1.142.0 1.178.0 11374 1.142.0 11545 1.163.3 1.170.4 1.178.0 1185.0
21 Corporate ............ . .. 24376 2 2.638.0 2.850.7 2605.0 26380 27002 27778 2307.0 2R850.7 28989
22 State and local government .. ... ... 10959 INRER L0O69.1 11328 13148 1.102.2 1.096.8 1.074.1 1.069.1 1.066.9
23 Foreign credit market debt held in
United States. . ....................... KIRN] 3819 361.6 429.4 3524 3606 376.8 387.6 4009 4294 438.5
24 Bonds .. 146.2 2274 234.6 2811 227.0 2340 2379 2504 263.4 REIN 2924
25 Bank loans n.e.c. 239 24.6 26.1 4.0 26.3 26,1 22 29.6 26 340 6.8
26 Commercial paper . . - 717 687 414 55.0 399 414 509 4801 55.8 55.0 515
27 Other loans and advances ... ... 65.3 6l.1 59.6 S58.7 58.0 59.6 S9.8 9.5 59.0 58.7 S7.8
2% Total credit market debt owed by noafinancial
sectors, domestic and foreign ... ... .. ... 12,207.6" [ 12919.7" | 13.524.6" | 14,3253 | 1331837 | 13,524.6" | 137160 | 139359 | 14017.7 | 143253 | 145107
Financial sectors
29 Total credit market debt owed by
financial sectors. . ... 302507 | 332057 | 379467 4.242.1 3,656.2° | 3,794.6 3.861.4 39708 40939 4.242.1 4.317.1
By instriment
30 US. govermment-telaied 1.720.0 2,172.7' 23778 20933 201727 2.196.2 22471 2.300.4 23778 24166
31 Government-sponsored enterprise: 443.1 7060.6 807.5 638.3 700.6 7163 7481 773.5 R807.5 8169
32 Mongage pool seeurities .. 1.272.0 L4720 1.570.3 | 4549 ta72.1 1479.9 1.490.0 1.520.6 1.599.7
33 Loans from US 48 0 0 0 0 0 0 0 0
M Private .o 1.305.1" 16219 1.804.3 1.563.0° 1.621.Y 1.665.2 1.724.7 1.793.8 1.900.6
35 Comorate bonds 7384 9735 1.158.9 949.5" 9735 10123 1.050.4 1.110.2 1189.0
36 Mongages . ... 54 187 240 17.5 18.7 20,0 213 226 254
37 Bank loans nec. .. 80.5 553 58.3 534 55.3 534 584 60.3 59.1
38 Open market paper . 3943 442.8 488,14 4205 4428 4541 462.8 473.6 4928
39 Other foans and advances, ... ... L 86.6 1316 135.0 1220 136 1254 1257 127.0 133.6
By borrowing sector
40 Government-sponsored enterprise 4479 700.6 807.5 638.3 700.6 7163 T4R.1 7735 8075 8169
41 Federally refated mongage pools 12720 1.472.1° 1.570.3 14549 1472.10 14799 1.499.0 1.526.6 1.570.3 1.599.7
42 Private financial scctors .., 1.305.1 16219 1.864.3 1.563.0° 16219 1.665.2 1.724.7 1.793.8 1.864.3 1.900.6
43 Commercial banks . . 80.0 u4.5 102.6 92.6 94.5 95.0 99.9 102.6 102.6 100.5
4+ Bank holding compan 4.6 133.6 148.0 1296 133.6 137.7 142.9 150.0 148.0 141.6
45 Funding corporations . 161.6 160y 199.3 2339 200.6 1993 2210 2299 240.0 2339 2446
46 i uti RE.4 Ya.6 1124 115.0 103.4 1124 107.7 105.9 7.2 115.0 1i7.8
47 Credicunions .. .. . kY 2 S 4 -4 5 E 3 4 4 4
48 Lile insurance companies ... .. 0 2 ki 5 2 .0 0 .6 0 5 .1
49 Finance companies. 3904 390.5 440.7 492.3 4209 440.7 456.7 467.2 4719 4923 499.8
50 e companies . .. . 30.2 30.2 187 16.6 18.5 187 16.9 206 216 16.6 16.8
5t e investment trusts (REFT 139 174 3 36.5 203 KIN| 24 337 350 36.5 3R.0
52 217 337 343 29.3 294 43 209 260.8 274 293 214
33 Issuers of assei-backed securities (ABSs) L. ... 4043 487.6" 5561 689.1 53717 550.1° 570.0 596.8 637.8 689.1 718K
Al sectors
54 Total credit market debt. domestic and foreign. . .. | 15,232.6" | 16,241.2" | 17.319.2" | 18,5674 | 16.974.57 | 17.319.2" 179078 | 182115 | 18.567.4
35 US. governiment securitie 4.795.5 a. 5.605.00 6,014.6 5.665.07 5.830.6 39035 6.014.6
56 Municipal securitics . o] 13028 1. 1.348.2 1.307.0 1.348.2 1.300.9 1.307.0
57 Corporate and foreign bonds .. ... ..o 203900 |2 246100 2.766.3 24610 2.679.5 2.766.3
58 Mongages. .. ... ... 4.094.1 4.260.0 4.473.0" 47159 44731 4.663.9 47159
59 Consumer credit . . 802.4° 863.9' 988.%' L1307 988.8" . 1.077.5 LA3LT
60 Bunk founs new. .. 776.6 Tok.2 8304 944.9 830.4" 8644 RU8.6 9174 9449
61 Open market paper . . 579.04 580.0 6235 7004 6235 654.7 6738 2.7 0.4
62 Other loans and advances 843.1 8511 9291 986.6 9291 947.2 961.0 967.1 986.6

1. 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 front cover,
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15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data except as noted

Selected Measures

A47

Change from 12
months carlier

Change from 3 months earlier
{annual rate)

Change from | month carlier

Index
e level.
cm 1995 1996 1996 May
1995 1996 1996 '
May May
June Sept. Dee Mar. Jan. Feb. Mar. Apr. May
CONSUMER PRICY
(1982-84 =100y
PAWRems ... oo 3.2 29 35 1.6 24 4.0 4 2 4 4 3 156.6
2F00d. 33 25 6 27 1.9 32 A A .6 3 N 1520
3 ay iten; . 33 6.2 58 -10.5 1.9 158 19 ) 14 32 i 1129
+ Al ilems less food and energ Al 27 30 2 22 35 3 2 3 N 2 165.1
5 Commaodities . 1.5 15 9 20 1.7 2.0 4 =1 4 = £ 1417
6 SeTVICeS Lo 38 32 4.3 REY 25 34 A 3 2 3 3 1784
PRODUCER PRICES
(1982=100)
7 Finished goods. . .. 22 23 1.3 1.6 44 25 2 - 5 4 -1 131.0
8 Consumer foods 1.1 2.6 25 88 4.4 3 -4 -2 6 -3 0 131.3
9 Consumer energy . . . 5.5 5.0 1.5 -10.2 10.8 17.8 2.4 -6 24 28 -6 84.4
10 Other consumer goods, .. ... 21 1.7 29 23 3.4 3 -1 A B 0 N 144.1
o Capital equipment .. ..o 1.8 14 1.8 1.8 29 -3 -1 A —.1 2 =4 138.4
Tntermediate materials
12 Excluding foods and feeds .. ... .. 74 0 9 -6 6 -1.0 N ~4" R 3 2 126.0
13 Excluding energy. .. ..ooov oo 79 =10 43 [ -29 -32 -3 -3 =2 -2 2 1342
Crudde materials
14 Foods ..o -9.2 279 4.0 348 208 -38 -4 -0 .1 40 0.3 1274
15 Encrgy . . . . BB 159 i4.6 =210 339 38.1 7.7" -5 59 109 -33 839
6 Oher .o 19.2 12.5 39 -17.60 - 184 -10.2 2 -7 =18 -5 -3 158.0

1. Not scasonally adjusted.

e of homeownership.

Figures for consumer prices are for all urban consumers and reflect a rental-cquivalence

SOURCE. U.S. Departiment of Labor, Burcau of Labor Statistics.
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2100 NONFINANCTAL BUSINESS ACTIVITY  Sclected Measures

Monthly data scasonally adjusted, ad indexes 1987100, except as noted

]7 1995 {990
Measure (993 (Ut 1995 [~ —— — T T T T 1 T
Sepl. Oct Nov. Dec, Jan. J Eeb. M. Ap, May
I Industeial production' L L 1LS TE8.1 1219 1228 122.2 122.6 ( 122.8 122.5 124.2 123.0 12:4.4 125.3
Marker g oupngs
2 boducts, o o 1H0.0 156 118.3 bl 1181 188 1192 118.6 120/ 120.0 1209 L2200
Voobinalotowd o o 1427 118.3 120 1220 121.3 1219 1221 1219 12415 1235 1249 1256
| Consumer pouds 109 5 1147 LS.l Lo 14y 1159 [ARW) (BN Ito o 1154 Lt [RION]
b Fquipiment . . .o P75 12514 L3014 [REW 13 s RIS 1124 133.7 1323 1367 RO 1404
G Intenuediake IR 10074 1w ) 10,5 1002 100,13 1] 108.5 9.3 109.4 1087 1094
7 Materials s 1220 1274 128.1 1281 1284 1284 1288 1294 129.0 1208 3.0
Indistiy groupanys
8 Muanulacturimy (123 19.7 1239 1249 [2h L2458 1248 1245 126.2 1252 120.5 127 2
9 Capaaity utihzation, ndnutacturing lp«-lu'nli". . 80.0 833 R0 2R 822 820 K1Y 8l 823 8.3 819 82.0
10 Constiuction vonttaes' . L 105.0' 1112 180 12,0 120.0 1210 a0 194 113.0 [ 2.0 1240 12000
11 Nonagriealtual craployusent, wotal’ 18 6 BRI [ERY1S 154 115.5' 150 L5 158 116.3 16.s 166 L1700
12 Goudy producing, total DAY Ush YRy 9RO vy 918 979 v7.7 EL] LA DR.1 UR.2
14 Manutactunng, totak . oo 948 05,1 969 96.49' 96./' 96 0 96, /' 96,4 6.5 96,2 96,2 96.2
! Manutacturing. production workers 95,3 Dyt 98 3 R4 ug.1! ug 0 981" 97/ 7.8 Y74 7.4 97.4
15 Serviee prodocing 1129 o [19.5 1209 1201 120 12).6' 1216 122k 1225 1229
16 Persoual meome, total e [41 4 48 3 15744 15K ¥ [59.6 1601 l61.1 161.2 1625 lod 0
17 Wages and siliary disbursements, oL 146.0 1420 150.4 1520 153.0 1524 1537 1534 155.1 155, 156 6
18 Manulactunmy o 1194 1250 120.3 12960 129.5 1295 1298 128.4 1208 129.1 3o
19 Disposable personat ncome” [ 424 1492 157.8 [543 Lo0.4 t6t.6 161.7 164.7 162.8 1634 162 5 ..
20 Retarl sales” 1347 1448 152, 1534 153.0 154.3 1553 1554 158.6 159.4 159.0 160.2
Prce”
ST Consumer (1982 8B4 100y .00 1dds 1 18,7 1524 54,2 153.7 1536 1545 154.4 1544 155, 156.4 150.06
20 Producer hnshed goods (1982 [00) 1247 1255 1279 1279 1287 128.7 1201 129.4 1294 1%0.2 130.8 1300

I Datacim this table also appear mothe Board™s G177 (3119) monthly statishical 1etease. ot
the odering addiess, see the mside front cover, The Tatest Bustotieal tession o the mdusteial
production mdex and the capaaity atilization rates was seleased i Novenber 1995 See A
Revison o ndustoal Praduction and Capacnty: Utthzation, 19910 93" Federal Reserve
Butlern, vol 82 (lanuary 1996), pp 10 25 For @ dekaled description of the mdustial
praduction mdey, see “industral Production: J989 Developments and Flistosieat Revision,”
1 ederat Reserve Bulletn, ol 16 tApnt 1990, pp 187 204

2. Ratio ol indes ol praduction 1o mdex ot capaeity Based on data fiom the 1 ederat
Reserve, DREMcGraw Tl €8, Depariment ot Comnieree, and other sauices,

1 Index of dollar value of total constiuction conteaets, meludang tesidential, nontestden
tial, and eavy enpmecing, om McGuaw Thil nfomiation Systems Company, bW Dodge
Duviston,

4o Based ondata liom US Depanhnent of Tabor, Fmplovinent and Fanmgs, Senies covers
cnployees only, excluding personnel o the mmed toces

50 Based o dats iom ULS. Depattinent of Conimerce, Sieevey of Cuarrent Business,

6 Based on dati pot seasonally adjusted. Seasonalty adjusted data lor clianges in the pice
indexes can be obtamed trom the ©S Depaument ol Labor, Buiean of Labot Statistics,
Monthly abor Review,

NOLE Basie data (not indeaes) 1or serjes mentioned in notes 4 and 5, and mdexes lor serices
mentoned monotes 3 and O, canalso be tound w the Survey of Current Business,

Frgures tor mdustt production far the latest month gie prehmmiay, and nany figuies tos
the thiee onths preceding the kitest month have been evised. See “Recent Developments i
Inchstiial Capaerty and Utilizatun,” Federal Reserve Hulletin, vol. 76 (June 1990), pp.
HUT3S See also U lndustiab Pioduction Capaeity and Capacity Unbization sinee 1987,
Federal Reserve Butlern, vol, 79 (June 19933, pp, 590 605,

200 LABOR FORCLE, EMPLOYMENT, AND UNEMPLOYMENT
“Thousands of persons; monthly data seasonally adjusted
1995t tun
Catepory 1993 1994 1995 f———-1 ————p ——-—F - —_—
(xl, Nov, Dee. Jan leh, Mal. Apr May
HOUSE O D SURVEY DALA!
1 Covilian labor tosee’ Lo 128,010 131,056 132,304 132,473 132,471 132,352 132,903 143,018 133,655 113,361 133,910
Eplovment
2 Nonagncaltwal mdustiest 00 116,242 ISOXT 121,400 121,810 121,739 121,650 121,698 122,143 122,064 122,726 122,071
§ Agncuiune 074 3,409 3.0 3434 RIRRE] 4,328 3,520 3519 1,487 3,308 3,401
Unemploviment
-+ Numbey | . P LRSS 7,900 74404 7,229 7,409 1,371 7,077 7,855 7,506 7,260 1,448
S Rate (percent ol creilian tabou toreey L (33 6.0 5.6 5 5.0 530 S8 55 5.0 sS4 5.0
FSTABDISHMENT SURVEY DALY

6 Nonagricaitural payroll employment 110,325 113,423 116,597 117,749 | 117,899 118,136 | 118,070 118,579 18,737 118,900 119,248
/ Manubwtunny L oo 18,003 18,001 1%,-H)0 18,478 18,353 18,367 18,332 18,282 14,278 1,284
3 Mg L . [N oy 579 571% 569 S70 573 574 84 578
Y Contract constouction., I -Hod? 4006 5,244 5,200 5,210 8,223 5,549 5,340 5,451 5,319
10 Transpottanion ad public utthties 5,781 58482 0,194 0,212 6,243 0,249 6,2/0 0,289 6,788 4,305
P Diade . e 25,075 26,302 27,156 27,128 27,778 27 832 27,869 21891 27,970 28,022
12 Twanee, o0 o000 Lo 0,712 6,789 0,948 6,859 6,871 0,887 0,919 6,942 6,940 0,960
I3 Sciviee 3078 31,805 12,788 13,460 13,540 $3,601 34902 34,045 100 14,281
U Goversmnent. . ... .0 0 L 18817 19,04 19,282 19,349 9,338 19,347 19,346 19,365 19, 304 19,199 19,442

L Begmimng January 1994 retlects redesign of cutrent population suevey and population
contols Trom the 1990 census

> Persons sisteen yeas ol age and older, ncludimg Resideat Amsed Forees, Monthly
figues e bascd on sample dataccolleered dunng the calendar week that contans the tweltth
day. anmual data e averapes ol monthly figares, By definttion, seasonalty dovs not exist e
populanon ipues

o lncludes selt employed, unpaid tannly, and domestie service workers

4. Tucludes all Jull- and pait-time employees who worked duting, ot reeeived pay for, the
pay perod it mehudes the twellth day of the month; excludes proprctars, se-cmployed
persons, houseliotd and unpiied tanuly workers, and niembers of the amed forees. Dataae
adjusted to the Marel 1992 beochmark, and only seasonally adpusted data ine available at thos
tine.

SOURCT

Based vo data lrone US Department of Labor, Eaployment and Faymngs.



2,12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION!

Seasonally adjusted

Selected Measures  A43

1995 (990 1995 1996 1995 (996
Setwes o e e - - - -1 - ST T[T T T T T T -
Q) 01 0l ol ) L 03 04 01 ) l: 0 04 o
Output (1987100} Capactty (percent ol 1987 outpul) Capacity utthzation rate l|\cu'rn|)Y
I Total industyy ... .. ..., . AN 121.4 122.3 122.5 1234 1450 [ETOR] 147.7 149.1 837 LRX0 82.9 82.8
2 Manutactwing. ... L e 1233 [24.1 24,0 1253 148,77 150.2 151.9 1535 B30 B0 820 R0
3 Mimay pmu‘ssmg‘ ....... . e e f77 171 7.1 116.6 1448 145.2 [RIN] 1369 8/.0 KO0 86,1 85,2
4 Advanced pmccwinzg‘l ‘‘‘‘‘‘‘‘ 126.0 12758 1281 120.4 155 ¢ 15°7.8 1549.5 1615 810 /0.9 803 B 2
5 Dutable goods. .. ... P 1314 133.0 13,2 1360 159.2 1632 166.7 82.5 LR Bl 81.0
6 Lamber and products e 102.9 1046 1058 104 6 L./ 12019 1207 86,7 870 8/ #3.0)
7 Primay metals ..o oo . 1191 118.2 118 & H18.6 1281 129.5 1303 92.9 IR 91y 910
8 Tien and st 1219 1213 1113 1226 132.4 133 KRR 921 vi 3 909 91,2
9 Nonfeitons . JERN 1139 153 (3.1 122.5 (2.0} [REE a0 924 EARY g907
18] Iidustriad machmery and \qmpuum 1701 178.9 180.8 195 6 200.5 2100 2181 87.0 8O 8 K81 hiw)
I Electtical |}mgh|nuy ......... P 1702 1 /8.4 182.9 186.4 199.0 2159 2218 Ro () 80,5 845 K0
12 Motor vehicles and pants e e Ly s 14017 140.5 132.6 174.4 170.8 [/0.2 181.3 RO G o /8.4 AN
14 Acrospice and nnseellincous
thnspoation cquipment . L L 88,/ 86,49 70.0 839 1309 130.1 (RO 128.6 ol 608 611 03,2
14 Nondutable 4),:nml\. . 1143 1139 113.5 137.1 137.7 [RLIR) 139.0 LAY 830 LR RO
15 Textle mill products .. - 1109 1094 106.5 1304 (3.6 [RRE (34,7 877 Rb8 874 197
16 Paper and procuas, 0 PR {195 1181 1144 1317 1328 [REKY [REN 920 90,0 882 818
17 Chemicals and products 124.0 1264 12740 154.7 1556 156.5 157.5 80,2 801 807 80LO
8 Plasties matcrials 118 1231 1269 1338 1354 147, 138.0 919 R7 34 80,/ 01,6
19 Petroleum products, 109.2 107,77 109.6 116.2 1164 116.0 116.8 DA PAR PARY D)
20 Minimg . e - P 100.7 100.2 V8.2 98.7 1Nty L) LN LR 8]8.2
21 Utikles o 120.7 124.7 1241 1267 136.0 895 RN 015 3.2
22 Electiic 12044 125.0 L1y 1264 135t Gt 93 a3t G4 K
1973 1975 Previous L')’ll(" Latest © 19960
[ - S S S
fheh Low 1hgh [ow frigh Fow My Dec. lan. Lol Mar! A May"
Capacity utilization 1ate (pul\'«'ul)y
g S — = — e - — - = - -
I ‘Total industry. ..., . PR 892 72.0 §7.3 7.8 849 TR0 847 529 2.4 438 82.6 8.4 83.2
2 Manutactming ... ... R KR.Y 0.8 874 0.4 85.2 70.0 82.8 89 81 824 83 RLY R0
i Primary px‘ncr\xing‘ ,,,,, - 922 [ 89.7 066.8 89.0 719 K78 8.0 854 81y 85,0 859.0 85,0
+ Advanced processing PN B7 5 70 863 Thd K38 To.t RO R RO 00 811 T9.06 L K6
5 Dutable goods .. PR 88.8 08.5 8609 650 84.0 AN 823 8./ 813 82N 1.0 823 B9
O Fambet and products. ... . 90.1 0622 876 609 933 101 887 BR. 1 AR 4.8 88t 8.0 KX.0
v Primay metabs, .. . 100.6 60,2 102 4 408 028 74.2 03 92,6 915 898 89 6 0.5 DI
] hon and steel, L 105.8 600 1104 8.3 93.7 720 RERY a9l.8 95.6 889 8.1 0.1 8X.0
9 Noofertous. .., . 924 613 90.5 0620 By 7 752 DA 939 v 7 91.0 90 2 DI DRN
(o fefustiial machinery wd
equipment ... L 9.1 45 921 619 84.0 71.8 87.1 8.8 S¥ 8 899 904 8U 8 an
t] Electeal machmery . .. L. .. ®7.8 038 89.4 N 84.9 770 806.0 bR Ny 851 818 B0 830
12 Maotor vehicles and pats P 934 511 03.0 RRRY 85.1 50,0 79.6 /8.1 50 779 a6,/ 79.1 94
13 Actospace and nseellaneous
tansportation equipment . ... 770 60.0 81.1 00,9 8R4 78.8 67.0 olS (AR 055 00,3 60/ 6609
14 Nonduwable goods. .. PP 87.9 /8 87.0 769 86,7 80.3 835 K21 Nl 819 810 81,2 Rl
[k} testite mdl procucts 920 6.4 o7 48 921 788 4714 812 /80 79.4 81,6 89 9.4
16 Paper and products . . 96.9 o0 4.2 820 94.8 80.7 930 K81 ¥5.3 Lo 85.0 85.1 898
17 Chemicals ad products 879 (O} 85.1 0.1 859 790 802 LIRG B8 RO/ 80,2 79.7 9.5
18 Plastics uktensals N 102.0 S0.6 909 (AR 97.0 748 91.9 KO0 9(L¥ 914 926 . o
19 Petwoleum products . .. ., AU 96.7 811 80.5 08,2 R8.5 846 924 93 933 94 94.0 914 030
20 Mining. ... ... B Od.d 884 90.6 06 86.5 801 89,7 877 30.8 87.6 0.4 89 R
21 Unlies . 95.6 825 H8.3 76.2 v2 6 L RN 000 DR Wd LRNY 939 DAY 948
22 Plectic. 99.0 82/ 88.3 787 V4 8 867 1.7 931 vl VL9 s 2 3./ 973

1, Data s table also appen in e Bond's G E () monthly statstical telease. For

3 Primary processitg weludes textiles, Tumber, piper; mdustiial chemicals, syathene

the ordening addiess, see the insude tront cover. The latest Instorical teviston ot the industisal matetials, terthizer matenals; petiolemn products; subber ad plasties: stone, clay, and glass;
production mdex and the capacity uttization aates was released m Noventber 1995, See A primary metals; and fabicated metals

Revision 1o Industinal Production and Capacity Otilization, 1991 95" federal Reserve
Bulletin, vol. 82 (Jilllllilxy 1096), pp 10 25, Fou a detailed descuption ot the industraal fh
production index, see " Industrial Production: 1989 Developments and Hhstorical Revision,” il

4, Advanced processig mludes Loods; ohaceo, apparel; tuemitwee aid fintues, ponting
nd publishing; chemical products such as diugs and wrleties; agncultuial chemies 1wl
nd products; mschine y; transportation equgpuent; instutentst aud mscellancous manutae

e

Federal Reserve Bulletin, vol 16 (April 1990), pp. 187 204, fuies,

2, Capacity utilization s caleulated as the mll() of the Federal Reserve's seisonally adjusted
mdex o industrial production to the conesponding nidex of capacity.

5. Momhly laghs, 1978 80; monthly lows, 1932
0. Monthly highs, [O88 8% maonthly tows, 1990 91
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2,13 INDUSTRIAL PRODUCTION

Monthly data scasonally adjusted

Inderes and Gross Value!

Domestic Nonfinancial Statistics L1 August 1996

sl
52
53
sS4
55
56

5

]

5

X

1092 1995 1996
Cooup pLo- !\J‘)\ S
poi- avy
tion May June July Aug. Sept. Qct Nov. { Dec. Jan. Leb.! Mar! Apr. May"
Index (1987 100)
- B _
MATOR MARKE 1§
Total indes .. 100.0 121.9 121.3 121.4 121, 122.7 1228 1222 122.6 122.8 122.5 124.2 123.6 1244
Products., e e 60 6 118.3 117.5 n7y [19.2 194 11K8.3 1188 L18.6 120.7 12000 120.9
Frral ])Il)LhILl\ ca 46.3 12144 1206 1201 122.4 1226 121.3 121.9 1219 124.5 123.5 1249
Consuner gouds, total 28.0 115.1 1141 114.8 11589 116.0 114.9 115.9 1td.6 16,6 1153 L16.1
Duable consimner goods S50 [ 1242 | 1206 | 1223 1240 [ 1258 1 1234 | 1249 12003 | 125.1 1193 | 1260
Automotve products, o0 Lo 25 p 130/ 1271 129.1 1307 [ 1329 ] 1285 | 1305 1259 | 1331 1208 | 1345
Autos and trucks 1.6 1314 1274 129.5 I" 19 132.0 133.1 128.6 1208 1241 133.5 1Ll 135.9
Autos, constier 4 1031 994 19,2 1010 100.0 102.6 1002 10 2 92.8 9.7 7.0 104.1
Truckhs, constiney N 817 1771 1836 1639 188.2 1877 179.1 182.8 180 4 194.4 1731 192.7
Auto paits and athed Llu)tlx v 127 % £25.0 126.8 1206 120.0 130L8 1207 130.2 1281 130.7 173 130.0
Other 0 o0 0 L1886 o7 [ATOR 1181 1181 119.6 L18.9 119.9 1155 1K1 1184 118.5
Appliances, ulumunx dlld an
conditioneis . .. . ) 115.5 131.2 1314 1322 1158 139.4 140.1 1453 1419 1322 137.5 1359 139.9 137.6
Capeting and (uinnee. 8 105.8 1040 101 8 1079 104 4 1069 105 ¢ (0] 107.4 1011 103.4 Hy7.2 1044 105.0
Miscellaneous home goods 1.5 118.2 [REN 118 O 1174 118.0 1178 116.9 7o 118.3 116.2 117.7 [16.9 117.0 118.0
Nondurable consumer goods L, 240 1129 1124 131 f13.0 113.9 1137 1.9 113.8 113.2 1133 [14.5 11.bdd 137 1141
Foods and tobacea oo L 103 ] 13 | s | ndd 128 ¢ HIL8 | Lo | Tl 1Y |t | Hoe | t20 | 22 | 22 | ey
Clothmg., ... 24 94.8 96.7 910 936 919 3.4 929 91.5 89.7 8Y.2 u0o 3 89.0 88,7 88 6
Chenncal products 45 1303 1273 128.6 1286 132.6 134.0 135.7 1350 136.5 138.1 138 1 136.8 134.6 134 8
Paper products. . 20 1066 106.5 106.3 107.6 1067 107.3 106.6 10X 4 106.3 104.9 106.0 1058 106.3 107.0
Fueigy ... 29 16,5 S8 1158 1ol 1223 119.0 113.1 1211 119.5 1210 122.6 1248 1203 124 8
tuels . 0 1188 108 2 108 8 108.2 1084 {14 107.3 {082 R 6 108 6 s 12,2 1122 1130
Residential \|l|lmn 21 196 a0 187 o4 128.2 1222 1154 126.6 1241 12011 127.2 128.7 125.1 129.8
buuipnient . 177 134 130.8 142 1316 132,09 [REN 134 1323 1337 137.3 1367 1303 [40.4
Busiess equipment ..o 137 | 1857 § 4543 | 15501 1857 | 1575 | I582 1569 [ 1584 | 1005 | 1648 | 163.0 | 1664 | 1677
Iitoraation processing ad related 5.7 tun.1 193.9 1060 1972 201.0 203.0 7()(\ 5 208.1 2004 2143 2205 2228 225.5 22913
Computer and ofliee u[lu]unux( 14 3745 162.1 3632 717 379.6 | 3900 | J02.9 | 178 | 4307 | 4429 | 20633 | 481.0 | 4954 | 5065
[udustiial .. . 4.0 127.5 120.5 1262 127.1 129.1 1287 128.6 129.1 120.5 120.6 |RRI 130.5 1301 130.6
Trawsit. oo oL 2.6 136.3 139.06 1403 JRUA 138.0 1379 1223 119.6 124.5 128.1 133.2 120.4 1353 1342
Autos and trucks L 12 1401 137.8 139.5 1199 141.3 143.3 1357 1342 135.3 129.1 1360 113.0 140.0 1386
Other . 1.4 123.2 1227 [22.6 1226 1222 123.3 1209 1204 1217 122,01 123.5 1225 122.3 121.0
Detense and space u]lllpln( 1|l e 33 659 6h.3 06,8 66,5 6.1 65.2 044 629 62.0 [Q3) 631 04.0 0638 04.0
Ol and gas well dolling . K} 87.1 903 K0.8 K84 ®9.5 Ry 3 815 831 83K 85.1 X9.7 90,4 HO0.6 104.3
Manutactred homes, B 2 152.7 1483 149.0 [48.0 [55.9 158.0 158.9 161.8 164 4 158.1 157.8 1682 L7
termedeate products, total 14.3 1000 1082 10,2 LO8.5 109.4 109.5 109.2 1093 110.1 108 5 109.3 10Y.4 108.7 109.4
Constiuction supplies 5.4 108.2 106 6 107.2 107.3 670 108.4 1083 [O8 7 110.5 107.2 109.3 o 1104 107
Busmess supplies oo 9.0 H%.6 1094 1091 169.5 HLo [10.3 109.9 109.9 110.0 109.6 10Y.5 1UK.5 107.9 108.7
Matenals L NN . A 1274 1272 1208 1208 1281 1281 128.1 1284 128.4 128.5 1294 129.2 129.8 131.0
Dutable goods IIMIUI‘I S 208 115 139.8 1397 140.2 1423 ld4.1 1439 1453 td4.8 145.8 147.3 145.7 147.7 149.1
I)umhlL constier patts S 4.0 [38.5 1359 1358 1339 138.4 13v.8 138.6 1401 1393 140.6 1411 1123 1423 143.9
Fqupent patts F 75 163.0 1603 161.7 1644 167.4 169.1 1694 1700 170.8 L/ 176.3 177.3 177.9 184).2
Other . 9.2 1262 125.0 124,5 1244 1249 126.8 126.5 1279 1272 1282 127.8 1274 127.0 127.7
Baste metal niatenas | 31 12577 1 1255 [ 1235 | 1249 | 12314 127.0 | 1243 | 1281 1206 | 1257 | 1237 | 1242 | 1235 | 1233
Nondurable goods matetials. . R4 119.8 1222 12004 1189 1188 117.4 1187 1t6 o 174 1157 1161 116.2 L1614 116.4
fextde matenals L0 oo 11 a9 2 1128 {ou.0 1620 104.2 106.2 167.3 1048 103.3 100.3 ({181 103.1 100.8 1026
Papey materials | 1.8 1205 1256 1210 1239 1204 1n70 121.4 1143 152 11 113.4 112.9 113.3 {149
Chenteal materiads | 19 1244 1262 125.2 1244 123.1 1233 1229 1227 1219 1218 1283 12t.6 121.6 121.0
Otlie 20 oS | 169 | 174 [ T3S | Lo | 1S 140 { 1141 RS [ 1152 | 117.1 a4 [ 117.1 1169
Encrgy matenals 9/ 106.0 107.2 107 2 107.5 108.5 1058 105 5 1087 106.0 105.9 106.1 108.3 106.7 108.1
Primary eneigy | e 0.3 1019 023 103.0 102.3 101.4 1012 1017 1008 101.0 100.6 101.3 104.0 102.1 103.3
Converled fuel umlul.ll\ ......... 33 6O 1169 1ss 118.1 122.8 115.0 [ERNI 1154 116.2 166 1155 117.0 1158 117.8
SPECIAL AGGRIGATES
Total excludmg autos and tachs oL 972 1215 1200 1214 1212 1223 122.4 1219 122.3 £22.5 1224 1218 1239 124.0 1249
Total excluduge motor vehicles and pas . 95.2 | 1209 | 1205 | 1205 | 1207 | 1207 | 1208 [ 1203 | 1207 | 1209 | 1200 | 1233 | 1237 | 1234 | 1243
Totul u(lmlmp computer and othee
cquipment . . 08.2 118.2 178 117.8 FI7.R 1189 189 181 118.4 118.5 L18.4} [19.5 t1g7 119.4 120.1
Consumer goods tmludm; Jkll«)\ and Hml\\ . 27.0 110 133 1149 [ 144} 1148 fd49 140 1150 114.7 1140 115.5 L15.6 t14.8 11572
Consumer goods LX\llILIIII}_ eneigy 257 1140 [ARE 147 1145 [15.1 sz Lsa s 3 1153 1139 1159 1143 t1s.s 1155
Business eguipment excluding autos .lml
wuche. . 125 1570 1S58 156.5 1572 1989 159.5 158.4 1590 160.5 163.5 1675 1679 168.9 170.5
Business cquipment L\&lll(llll” u»mpulu and
ofhee equipment 12,2 1330 1325 133.2 1332 13444 1343 1316 1308 131.3 126 135.5 1323 1347 135.1
Muatetials exchuding energy 20.7 1319 1344 1438 1347 135.1 1361 136. 136.60 136, 1360.6 137.% 136.7 138.1 139.1
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INDUSTRIAL PRODUCTION

N 1
Indexes and Gross Value

C'ontmued

Selected Measires
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Gaoup

MAIOR INDUSTRIES

39 Total index

o) Mantlacturmg
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0
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o7
O8
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I

92 Mg

Prinuary processiy
Advanced processing

Ditable pods .
Tumber and products
Funniitwe il (intues
Store, clay, and glass

procluets .
Primary metals
lion el steel
Raw sieel
Nonletious,

Labreeated mietal produets

Tnclustiad mactnmery and
vitipnient,
Computer and oflice
cyupent,
Llectncal machinery
Transpattation equipmient

Motor vehicles and parts
Aatos and light iacks

Acrospace and
miseellueous
fansportation
cquipnient

Instiiaments
Miscellancous

Nondurable goods
Foodds
Tobaceo products
Lextibe mill proxhuces
Appael products
Paper and proxducts
Ponting and publshng
Chenneals and produces
Petioleum puoducts

Rubbet aad plastie procucis

1 eathier and proxduecs

Mol

Coat e

Ol e gas extraction
Stone and canth nunerals

97 Utlines

1000 Manulacturing exc luding niotey

101 Manulactning excluding othee

Blectne oo
Gias

SPLECIAL AGGRIGALES

vehwles and patts

and computimg machines

MAJOR MARKI 15

102 Producis, total
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122
1,033}
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1o/
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(RN
tH7.0
(R
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s
1116

101
11y,
127004
117
[N
(AR

/78

3/
1/19
[N
19
(R

2,245.0

WAL
113y
6183
4909

May

B8
1096
1023

(ARt
159
803
(NIRRT
s
1204
990
1730
107 4
138,
830

100.5
1613
1aos

931
L

IR
121,
1755

[RIR!

((8Y

2,231.5

1,737 1
11223
6151
A9L0

Tune

12044

1263

JRTIN
1034
this

18
[
12
1>y
iy
[N

[FAN

3nid
1750
131
137
12492

88 1
[RETD)
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1
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[REN)
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9.0 143005 DR
110 (R 1253
109.0 [R5 oo
1377 135/ 1398
8.7 hitRS K]0
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[REN]
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174109
1Sl
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22558
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4178
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e/
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17530
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[RYA
108 0
0,2
(R
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1°6.6
163

15}

1.7

23,2981

1,794 2
L84
niv g
1R 8

1996

M !

123.0

1250
1169
1291

135/
(N7
08 /

3.0

198/

Mo
1880
1029
[REIN
(B

8.0
130
1’1o

(NRE
g
o7
1093
$9.0
o
68
1266
(D]
[ Hro
66

(I
1660
tHix

PR
1175
1Y

[RIN
40

(R

2,208.4

1,761.0

11289
[(REN
5004

1244

1’0
tho
13t

1380
(S
t09.0

0t
86
1719
129
AN
ISR

194.6

s
IR8 5
(IR

[N
(AR
931
10s /
90
[N
96
126.1
RO
180
/54

99§
1605
109 5
9
o

256

1253
6006
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eyt J 1206

2,303.8

1,804,/
1140/
0570
500 1

125.3

B
{74
131K

1397
[O8 ¥
i

(010
1181
{204
150
{16 8
J00

MNI6.S
190.8
[NRRS
1150
1358

DR
155 3
o
DR
1y

12001

[RA

23128

t8119
11500
661.9
SO0 9

I

the arderny addiess, see the wsude hont cover
production mdes and the capacity utilizanon ates was teleased m November 1995 See “A
Revision to hidusiial Produection ad Capacity Utillizatwon, 1998 957 Federal Reserve

Dati in this table also appear mthe Boasd's GA7 (119 monthly statistical selease bor

Hie Latest hostancal ievision of the mdusting,

Bulletn, vol 82 (anuary 19963, pp 1625, Lor a detuled deseniption of 1he mdistial
TORY Develognoents amd Ehistoneal Revision,”

production mdex, see " Industinl Production
Federal Reserve Budleto, sob, 70, (AP 1990y, pp, 18/ 201
Y Standard mdustnal <lass Ticaton
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2.1 HOUSING AND CONSTRUCEION

Monthly ligines at seasonatly adjusted annual rates except as noted

Domestic Nonfinancial Statistics | ] August 1996
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Census Bureau m July 1976,
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15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data except as noted

Selected Measures

A47

Change from 12
months carlier

Change from 3 months earlier
{annual rate)

Change from | month carlier

Index
e level.
cm 1995 1996 1996 May
1995 1996 1996 '
May May
June Sept. Dee Mar. Jan. Feb. Mar. Apr. May
CONSUMER PRICY
(1982-84 =100y
PAWRems ... oo 3.2 29 35 1.6 24 4.0 4 2 4 4 3 156.6
2F00d. 33 25 6 27 1.9 32 A A .6 3 N 1520
3 ay iten; . 33 6.2 58 -10.5 1.9 158 19 ) 14 32 i 1129
+ Al ilems less food and energ Al 27 30 2 22 35 3 2 3 N 2 165.1
5 Commaodities . 1.5 15 9 20 1.7 2.0 4 =1 4 = £ 1417
6 SeTVICeS Lo 38 32 4.3 REY 25 34 A 3 2 3 3 1784
PRODUCER PRICES
(1982=100)
7 Finished goods. . .. 22 23 1.3 1.6 44 25 2 - 5 4 -1 131.0
8 Consumer foods 1.1 2.6 25 88 4.4 3 -4 -2 6 -3 0 131.3
9 Consumer energy . . . 5.5 5.0 1.5 -10.2 10.8 17.8 2.4 -6 24 28 -6 84.4
10 Other consumer goods, .. ... 21 1.7 29 23 3.4 3 -1 A B 0 N 144.1
o Capital equipment .. ..o 1.8 14 1.8 1.8 29 -3 -1 A —.1 2 =4 138.4
Tntermediate materials
12 Excluding foods and feeds .. ... .. 74 0 9 -6 6 -1.0 N ~4" R 3 2 126.0
13 Excluding energy. .. ..ooov oo 79 =10 43 [ -29 -32 -3 -3 =2 -2 2 1342
Crudde materials
14 Foods ..o -9.2 279 4.0 348 208 -38 -4 -0 .1 40 0.3 1274
15 Encrgy . . . . BB 159 i4.6 =210 339 38.1 7.7" -5 59 109 -33 839
6 Oher .o 19.2 12.5 39 -17.60 - 184 -10.2 2 -7 =18 -5 -3 158.0

1. Not scasonally adjusted.

e of homeownership.

Figures for consumer prices are for all urban consumers and reflect a rental-cquivalence

SOURCE. U.S. Departiment of Labor, Burcau of Labor Statistics.
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2,16 GROSS DOMESTIC PRODUCT AND INCOME
Billions of cutrent dollars except as noteds quantetly dataat scasonally adjusted annual rates
(DD 1996
Aceount 1993 (994 199% — — 17— — —
0l Q2 04 04 o
GROSS DOAMESTIC PROBUC T
1 Total 6,550.2 69314 7,245.8 7478 7,196.5 7,298.5 73404 7,478
By sottice
2 Personal consmnption expendituees SRR 4098 / RIORS IS 184603 40087 1,960.0 H990.3 50027
S Duiable poads 000 Lo 30,/ S804 006} 5930 ol 0 6158 2
4 Nondurabte poads 1,368 9 14007 14861 HEFRNY 14809 14014 14048 5 0O
3 Seviees L 25546 D088 ] 2838 20117 2K 2R528 2,884.7 29149
6 Giross povate domestic mvestinent 8711 1,003 4 [RURE 10720 1,050 3 1,074 8 1,06-4.0 1,068.9
7 Foved investimem 8505 9319 1,028.2 1,0139 103 1,036 6 1,0k 2 1,070.7
8 Nonresidential ERLI o6l JALN 71236 T34 T40.3 /49,1 769.0
0 Stictuges . PN 1718 1800 (697 1915 197.6 208 2040 208 4
10 Procucers” duable cqumpnient 1270 870 RELE 529.0 Sin 8 SR 547 S60.6
il Residentral structores . 2847 28771 JRUR 00 4 2509 2903 290.5 301.7
12 Cliange u business mventones . R YO EURY 370 581 L 82 1738 1.7
13 Nonfimn . 208 480 396 60.8 L 4y [RD] 27
Ib Netexports ol goods and seryices [{E) 964 1023 106.6 1224 100 R 70.% 975
15 Pxports o000 o0 6o0 ) 720 8OLS 118.6 1969 8125 8249 820
16 Tnports 72409 8181 9067 KRS | 91w 3 9133 900,2 9297
1/ Government consumption expeikhitures and gross investnent 1.289.9 1,307 1,358.5 1,360 1,3549 [3als 1,363 5 1,383.7
18 bBedeval o0 0 o . P . 32210 5163 S1a.7 5199 5220 s16./ S07 R 5086
19 State and locad o0 L . Ce 767 8 798 4 847 8.20.1 8373 8477 8557 8051
By mapen nype of produect
20 Finab sales, ol 0,529,/ 68718 12088 1089 7 THO2S 1.260.4 71,3226 790
21 Goods L0 R RARN S 26004 20173 REGAN] 26845 26971 2,749.1
22 Dunable . A 10138 [HE R INERR] L1186 [NREA}] 11625 L1645 L1911
kR Nondurable o000 oo 1387 2 183 1LSES - 17 15088 152200 15326 1,5571.7
2 Sevices 3,5%1.7 320 19200 18320 39045 10432 1083 | 4,010.1
Rh Structues hRYAY) 505 4 66 0198 015,/ 0320 0423 O51 -1
20 Chanpe m busmess mventories 2006 59.5 370 S 10 8. 178 1.7
20 Duarable poods o AP . 157 ] 319 St RhA 0.2 YR 123
8 Noodwrable goods Hy 277 22 37 AR} vl 9.k 110
Minmo
29 Tatal GDP in chained {992 dallins 06,3838 6,004.2 6,739.0 0,701.0 6,709.4 6,768.3 6,776.5 68127
NATIONAL INCONI
Wolotal L. 50944 5,495.1 5,799.2 5,697.7 5,738.9 5.849.2 SMLLL 6,001.4
3 Compensation ot cmployees 1,809 -1 LOOR 3§ J.2099 Litho 41789 12359 1,280,2 4,325/
3 Wages and salanes L e IKIORIN 12559 4197 33040 [RUEI] 34423 3,480.1 15210
34 Govermnen! and poverment enlerprises SEE2 no2 s 0t 7 6L6 S 6t 6 6244 6269 G340
3 Other . 25100 206534 29718 RVATIXG RVYANI) JRIRY J RS540 JRRIO
35 Supplement to wapes and salanes A 752 /89 5 7I86 785.0 1937 800 1 804 |
30 Fmployer contubutions foi sociab msutine e LRI 150, 3005 360 8 3630 67 R 309 8 375.0
3 Other Labor meome o0 L "0V 4022 H200 77 1220 4259 4302 291
R Propietors” meonme! . 200 104 1784 4720 i oo 4867 499 5
W Busimes and protessional! 36N 415y 4498 RER R A AT 4549 RUT
] om0 ERA} 5.0 29.0 IR A REN() JR 5t 8 iRk
1 Rental mcome ot |u'|snn\’ ,,,,, 1025 116.6 1222 1206 1210 1200,9 18 1269
A2 Caporate prohis! L0 RIS 8205 S8R0 559.0 R 6L1EY 6l8 G 6520
B Pl betare tint L 013 3280 600.8 5911 SR8 4 60V.0 6010 490
J1 0 hvewory valuation adpetnent . N IR ETIPINPIN Ho 133 RN S1.Y KA 0.3 8.8 174
B Capetal consumprion adpustinent 67 o 159 1 15.0 (B¥) 16,5 204
SO Netanterest .0 0 L R | 018 4010 0L H02.6 RUVE 9.7 973

I Wabhoinventory valuation and capital constmphion adjpstinents
Y Wi capital constmption adjustinent

4 boralier tax prolits, dividends, and the Tike, see table 148
SOURCE, LS, Depmtment of Conuneree, Sivey of Cunrent Busiiess



2,17  PERSONAL INCOMIL AND SAVING

Rillions of curent dollars except as noted; quanterly data at scasonatly adjusted amual rates

Selected Measures

A49

1995 1996
Account 1993 1994 1995 A R — - SRR el
[]] Q2 0 Ot ol
PIRSONAL INCOMI AND SAVING
I ‘Total personal income .. e §,479.2 5,750.2 0,101,7 5,995.5 00619 6,135.0 0,219 60,2884
2 Wage and salary disbuisements ..., 3,090.0 3,241.1 1419.7 38016 33933 34428 44819 1,520.2
o Commodity-praducing mdustizes 781.3 8250 858.7 850.2 855.0 3599 8035 860,
4 Manulactuning 911 06213 6428 0434 O HLS 6429 [(RAN] 013.0
5 Distributive industiies 098 4 7393 187.9 TOR8 178.0 7954 8OR.Y 821.6
6 Sewviee mxdusties Lo . 1,026.0 [,0743 L1513 [,120.2 [, 1-40.0 [,162.8 1,182.2 [,198.4
7 Government and government LI]I( rpmn L S84 2 602.5 6217 6103 619.0 0241 6269 0310
8 Other labor income . 1809 4022 4240 aNr7 4302 429.1
9 Proprietons’ income! . 420.0 4509 4783 420 4867 499 §
10 Business and pmlcs\lnn.ll ,,,,,,, e 388 1 4159 4493 4415 4549 461.1
Ll Taun! . RPN PR 320 3150 200 28RS 3R Eh )
(2 Rentat meonie ol pu\nns 102.5 116.6 1222 12006 1258 1269
13 Dvidends .o 186.8 199.6 2148 2008 2210 220.6
(4 Peasonal iterest income 0473 061.0 7140 7019 725.2 1240
1S “Thanster payments w107 950.3 1,022.6 1,002.4 LO4T 4 10630
16 Old-age suvivors, dlmxh:lnv, and health mstrance benelits 4444 472.9 507.4 497.0 516.1 509
17 Lass: Personal comtubutions for social insucaiee 259,60 2781 2945 2902 RORN 90,2 2088 L0
18 EQUALS: Persomal meone ..., 5,479.2 5,750.2 6,101.7 59955 0,061.9 0,135.6 6,213.9 0,288.4
19 LSSt Personal tax and nontax payments 0689.9 73104 043 1700 K015 1984 80/.2 8219
200 EQUALS: Disposable personal income o0 L [ 4,789 3 5,018.8 53,3074 52254 5,200.4 53302 3,406,/ 95,4035
21 Le8s, Personal outlays . L Co P 45729 48268 5,066 7 49722 50490 51006 5.1409 85,2147
22 BQUALS: Personal saving . .. ... . o 264 192.4 240.8 2541 2114 2326 2058 28,8
MIMO
Per capita (chamed 1992 dolla v}
23 Gross doniestic pmduu PR 24,7241 25,3327 25,613.7 25,5901 25,540.2 25,6059 25,608.7 FANAYA
24 Personal consumption expendutures 16,807 4 17,150.5 17.402.2 17,280 4 73016 17,4654 17.477.5 17,592.7
25 Disposalle personal income . e e e 18,075.0 18,3200 18,757 0 18,6720 18,644,0 18,794 1 18,9260 18,9880
26 Saving wate (peieent) oo 45 38 4.5 48 +0 44 4.9 -H6
GIROSS SAVING
27 Gross saving ... L e e 938.4 10559 11416 L1105 1L092.3 11587 1,207.9 1,207.8
28 Gnoss private saving . . . PR 964.3 1,006,0 1,062 5 1,0399 1,007 3 1,076.1 1,126.0 (L2450
20 Personal saving 2164 f92 4 2408 2533 214 RERNG 2654 YR 8
30 Undistibuted cotporate profis' . 103.4 120.2 142.5 1200 1223 162.0 165.2 178,/
31 Corporate inventory vahuation adpustied nl 0.6 13.3 - 28.1 519 Ao 9.3 8.8 1744
Captial comsumption allowanc ey
32 Cotpoale Lo oo o H70 441.0 454.0 e 4 451,43 456.9 463.0 [INKQ
33 Noneaporate . ... 2231 2377 225872 2202 2224 PRI 2334 220.1
34 Gross governient saving . .. 26.1 49.9 Jo.1 705 83,0 9.0 8.3 839
35 Lederal o N 186 5 119.3 RE.R 999 86,3 877 811 822
36 Consumption of hxul (.\]ul ll ....... . 68D 0.6 AR AN 142 /LR AR 732
37 Cutent stplus o defient (), national Aot L. 254.7 189.9 162.6 (VAR 160.5 161 6 1549 155 5
8 State and focal ... . ton.s 169.2 167.9 1704 1703 1673 1624 1661
39 Consumption ot fixed m]ul A 05.6 6.4 729 R 723 14 T3 /Nl
40 Cutent siwplus o defict ), n.mnlml ‘mn\ml\ 44,9 99.7 950 990 990 Gy &4 1 RINt]
41 Gross investment ... . ... e Co 993.5 1,087.2 f,146.1 1,146.7 ,113.9 1,150.7 1L,178.0 1,168.0
42 Gross private domestic mvestinent P R/L1 1,014.4 1,065.3 [JIFRAG 10503 1,074 8 1,064 0 106K 9
44 Gross government investnent, 2106 2123 2219 219 1 2280 22477 220.1 28R
44 Netforeign mvestiuent ... oo oo e 88.2 139.0 1411 1444 161 1489 10RO 129.8
45 Statistical discrepaney. ... L 85.1 3.3 4.5 36.2 216 —50 349 —W.5
With mventory valuation and capttal consumption adjustinents, SOURCE, (LS. Depantiment ot Commiciee, Supvey of Cirrent Bustness,

2. With capital consamption adjustinent,



A50  International Statistics [T August 1996

LHY O ULSD INTERNATIONAL TRANSACTIONS - Suminuay
Millions of dollars; quartedy dati seasonally adjusted exeept as noted”
1993" 1996
Tem credits or debits [CORE 1991 1995 e e T1- - T e
Ol Q) 03} 0 QL
1 Babanee oncunent aocown 99936 AR08 [EENEN WSt H0076 37,688 W4 as 35,58K
) Merchandsse tade baluiee 13,6049 16124 [WARIRS RENAR 4792/ RS 18,070 DRNVAR
3 Merchandise exports 156,832 S 463 NSO H) 138,591 112,085 - LUK [RURISRS 0,019
-} Merchandise nnports SO OORSK | VRN 183,171 190910 187,53 187,048 12,0~/
b Militiny transactions, net 88t 14601 1985 628 854 1,100 Q78 (R
6O Orther ey e ansadions, et 9,080 N9 Y [N 11,780 15,24 17,093 171,657 17,798
7 hrvestment mcone, net DNAN RNRD) 84016 o0 R 361 1,800 305
8 (LS government vty 16873 IS8 6 10,959 2R H 2RI RIURRS RO Ldo
G U8 povernment pensions il other transters Lust (A 3020 758 6/ 964 73 1,026
14 Provate teritances and other transters, 16730 19,506 20,6060 5,048 OB 5,008 .01 S 475
11 Chanpe m US government assets other Hhan olhciad
FUSUIVe assels el (invrease, AR tH 280 [RE} 179 AR 199 Al
12 Clange i U0S ool resernve assets anctease, [FRED] 5,010 9.4 S8 RRE 1,893 191 1/
[ Gold 1 0 [l 0 0 0 [l 0
[ Special diawsng tights (SDRs) 537 T ROK N6/ 156 ! 147 199
Iy Reserve posttiot in lernational Mooelary Iluul B DA 2166 520 7RO PRI I3 819
6 toteipn canencies . L 97 5,099 0,168 PO ALY 1.780 1261 01 1,004
I/ Change i U S priviiee .{w'l\ abroad Gncrease, ) 190 889 155,00 RO ENY 0,75 105,308 37,954 9K,200 55,801
I8 Bank-tepoited clams 20947 8,101 6.1 20014 REPRAIL ReH0O 1,072 L310
(] Nonhank reported clanns 1.351 ERARII) L2 4,547 2290 7,500 14,278 .
20 (S purchases o torere seaunihe . net 116,253 60,10 D860 FRYE| 2011 35,839 ERRRV 33,00
U1 U8 diect mvestiuents abroad. et 18,161 5405 95,500 £5,058% 182 15,091 REREW, 208149
20 Change m foreipn oflical assets e nited Stales (ocease, ) AN ERY RIRER) 109,157 21827 §7,380 YW 1RO 11,300 51,382
23 {, § e Astly seaudwes, RV 68,813 TIRR 25,208 20489 1.0,08:4 55,600
AN Other TS govemment «\I!Inumun\ 6,077 L7344 1126 1,320 518 161 R
2 Other TS, govemnent Habtlttes . RRERY 1,082 IR3} 28 71 {240 19
20 Other TLS, habilines e purles o by U1y Inulk\ 500 4 862 H),6.30 1,062 18478 3008 3,004
27 Othet foreipn oftictal assets” . 2 5,206 R 204 228 280 21l
28 Change i foresen prvate assets i Cinted States (merease, ) 1 /8,843 RERN R S 705 69,173 JRO4 /9,030 B/.800 NYMARS
L] 1S Bank reported hainhites 20859 [BRRRES '5,084 L8600 10,200 RRER, $2.770N 29,019
W LS nonbank-teported Tabilines, oo 10,189 710 11,578 9076 7,285 6945 [t,27)
| Forepn prvate puchases ol 1S, Treasuny ~umuu~ ml 24481 LN RRL 99,3 1) 20,904 30,368 37,209 1731 11784
32 toretpen puichases o other LS secantios, et K002 S0 95,208 19,180 204960 ST M 354047
i toreyn duect nvestments e Uhnted: States, net IRNERN 10,60 60,20 LO78S 9,092 R 11/08 2510
11 Allocation of special diawmg nghts 8] 0 [} 3] 0 0 1§l 0
33 Iisarepancy 13,550 JRIRAS AR 9,806 33,857 RIRE} 20400 7,496
36 e 1o seasonal adjustinient, 0,514 206 R INEE] 4,305
i/ Betore seasanal adjuastiment PRS0 135200 LS R 3,087 AL 100 126 YR,267 13,801
Mo
Clanges i officrad avseny
I U S olicial reserye assels tnredase A7 5, U6 9740 5,38 R {893 191 1/
0 Foregn ohicral assets i Uoted States, excluding Tine 2
dndease, v 0 JOs10 7,000 108,675 10153 A7.115 0.5 10,020 SET
40 Change m Orpanzation ot Pettoleuny baportngy: Countiies ol
assets e U States (part of e 22) o iNAN 104 3959 H2 i o,147 Labis Lebi/

1 Seasondl Tactors gre not caleulated tor Tmes 1216, 18 20,77 - and 3810,
2 Dataue onan internattonal accounts bases Lhe datacdiion Trom the Census basts data,
showie m table 1L Tor reasons of coverage Am(l fstng Miltary exports are excluded trom
nerchandise teade dataand ace meluded o bne S
i Reporting banks mclude all ty pes ol depositony nstiugons as wellbas some brokers and
deaders

Lo Assoaated pronandy withe nulitary sales conteacts and other dnsactons mmped with

or through foreien ottical agencies

S, Cansasts of mvestments i LS. corparate stovhs and e debt secanities ol puvate

corpotations aid state and local governnments

SOCRCE US Deparineat of Commerce, Buwean ot Econonite Analyses, Surves of Ciorent

Busiiess



Stmmary Statistics  AS1

311 US FOREIGN TRADE'
Millions of dotlars; monthly data sceasonally adjusted
[CORY 1996
ftem 199 4" 1994 D S e M sl - =
Ot Nov Dec, fan ! fob! Ma Ap
4 — —_ - - -

{ Goods and services, balince .0 L 72,08/ 104,381 105,064 6,902 6,098 6,399 9,6K0 6,054 801 8,029
2 Marchandise 132,007 166,123 173,424 13100 12,324 12,601 15,505 12,784 1:1,:450 14,6506
3 Services Lo 00,570 61,742 08,360 6,207 0,220 0,42 SR 0,130 0,438 a2/
4 Goods and services, exports 612053 698, 30H 780,529 67,534 67,997 08 088 00,403 09,103 00,277 09,91t
S Merchandise. ..o oL 450,844 502,462 575,439 49,528 49,777 50,120 48,045 50,88 % H0.H00 51,670
{] Services L. e e e 180,119 195,839 210,590 18,000 18,220 17,968 17,848 18,280 18,787 [8,271
7 Gowods and services, impotts . 714,990 R12,082 891,593 74,430 14,005 Y448/ 16,119 15817 11,289 I8N0
8 Merchandise 589,441 GOR,5K5 749,363 62,63/ 62,101 62,121 O, 150 03,06/ 04,940 60,320
9 Services 135,549 L 134,097 142,230 11,799 11,994 11,766 12,9 12150 12,349 12,049

1. Data show wonthly values consistent with quaitetly figwies i the US. balanee ol
Payments accounts,

SOURCE. I 900, LS, Depatinent ol Connnerce, Burcan of the Census and Butean: of
Fcononie Analysis,

312 UK. RESERVID ASSETS
Millions of dollars, end ol petiod
199> 1996
Asset [BIN 1993 1994 p——— = - - — = ——— — - - - - -
Oct Nov. Dee Jan. el Mat. ’7 Apt May!'

I Tatal, ... ... 71,323 73,442 74,335 86,224 85,755 85832 82,717 84,270 84,212 B3710 83,469
2 Giold stock, including Tischange

Stabilization Fund’ o0 11,050 11053 11051 11,051 t1,050 L1.050 LE052 11,083 11,053 11,05 11,052
3 Special diawing nghts™ P 8,504 9,039 10,049 10,949 [WIRERES 11.037 10,778 11,1006 1104 110,963 11,037
+ Reserve pysition e Intermational Monetary

Tund ™. .. 11,759 11818 12,0130 14,700 14,577 Lot 1,312 (B30 15,249 IS0/ 15,027
5 Foetgn cunencies SHLO05 HL542 41,215 49,524 49,0m9 19,090 46,579 47,298 40,861 H0.5/78 16,153

1. Gold held “under canmmk™ at Federat Reserve Banks tor toreign and intetiatonal
accounts s not meluded i the gold stock of the United States; see table 313, line 3 Gold
stock is valued at $42,22 per fine oy ounce,

2. Speenl drawing 1ights (SDRs) we valued aceotdmg 10w techuue adopted by the
Internationral Monetary Fund (IME) i Fuly 1974 Values ae based onaoweighted average of
exchimge wates for the conencies of mentber countiies: From July 1974 thiough Decemiber
1980, sixteen cinencies were used, sinee Januay 1981, tive cunencies have been used. US

SDR holdimgs and seserve positions i the IME also Jive beens valoed on thns Bisss sinee July
1974,
3 Includes allocations of SDRs by the Inteoanonal Monetary Fusd on Jan, 1ol the year
mdicated, as tollows: 1970 $867 million; 1971 $717 wadhon; 1972 $7 10 nnihon; 1979
S 1L nulhons 1980 s 1152 mithwon; 1981 $1,09 3 pulhion; plus net bansac tons i SDRs
4 Valued at current market exchange rates,

313 FOREIGN OFIICIAL ASSETS HELD AT FEDERAL RESERVE BANKS'
Millions ot dollats, end ol petiod
1995 1996
Assel 1992 1903 g4 f——p e m e —— = — g — o — - —- - -
Qct. Nov Dec. Jan. Lel, Miu. Ap Mayh
| Deposits.......... . .. e 208 386 250 278 194 Rh{0 168 29 191 106 L6
Held i custady R
2 US Treasury seennifies” 114081 379,494 441,806 507,075 322,950 N2 532,170 559, /-H 573438 5730014 578,608
3 Bamarked gold S 13,118 12,327 12,083 L7709 L1702 1, /02 1,02 11,689 1,500 [NEIB5Y [RISAV]

1o Bxcludes deposits ancd TS, Freasuy secuuties hield tor aintennonal and - cepronal
organizations

2. Marketable TLS. “Teasiny bills, notes, aid bonds and nomshetable US. Tieasmy
seeuntes, i cach case measted at lace (ot markhet) value

Lo Held mdorergn and mternational accounts and vidued at S42.22 per e oy ounce, ol
included i the gold stock of tie United States



AS2  International Statistics 11 August 1996

315 SELECTED US. LIABILITIES 1O FOREIGN OFFICIAL INSTITUTIONS

Millions of dollats, cnd of period

199y 1996
lem 1993 1991 e : : T Sy
(SN Ny D lan 1eh Mar, A"
- - [ o — - -+ - 4 - - - . - - - -4 -
1 Total', NP - . . AK2015 S20,9.84 618,072 032,800 630,645 644,570 670,229' O82,470" 686,045
By npe N
2 Baabihties sepotted by banks m mcY Umited States R ORI 73,386 108,034 L0061 108 1 uy 03,200 14582 [RIVREY)
¥ OUS, Teastey bills aid cerliheates Lo L . 151,100 [RURYAE 157,000 71,366 16854t [WARIAY] 11,138 (98,387 186,638
US Treasney bonds and notes
4 Murketatde, - e Lo IRV [ARRIRY] WIS OIRERRE MWI68 ) 306,009 $10,U81) 319,/28 137.98)
3 Nonmaketable', 0 L . .05 0,104 6,10/ 00419 0491 0120 0.1 6,199 0,736
6 S seeutites other Huwa US CLicasury secunties” L . 11205 17,804 Sb 205 S 6O AR {h SRR 5 660 5,619 S
Iy areq
7 l‘,\un[n" Lo Lo e el 207031 RN 2004 U8 180 RRENEY 25040 231,389 RERRYDN ML 161
8 Canada e L e 15,28 108 20 [BRRRY (DRI [RAYA 18830 0,846 0,878
9 fatin Ameneacand Candbbean o . L s ERRUHY (IR 01 694 O3 06,790 J0.281" 10,497 72557 1090}
1 Asta, . . e P 107,700 280 W oos 311638 310,960 IRV 338,000 139,000 S 300
1 Alnca, . S . . o 0N REEI /60 00186 6796 0,901 6571 G581 7.488
12 Other counties .. . . RS RRE [IREN OB 500 1200 LOIR 1880 5353
(. Inctudes the Bank dor Imemanonal Settlemnonts Venesuw b, heginnne December P00 300 vea matanty ssue, Arpentina, beganmg, Apnil
2 Ponapally dentand deposits, e depossts, bankers aceeptane s, commnieicual et 10U 30 [RTEHTTSE AN
nepgottable e certificates of deposil, and botowiongs andet iepurchase agrecments S Debt secunies ot UBspovennment corpotatons and Jederally spousored apenaies, and
3. Inclodes nomsatkelable cortibcates o mdebledness and Treasary bibls issued 1o ofical U'S corporate stocks aid bonds
shitutions of toretgn counties NOURCEH Basedl ow TS Diepiiment of he Treasury data s on data eponed (o (e
b Bxcludes notes issued to foreign ollicral nonreserve apenaes Includes caneent salae of departnent by banks cineicdmg Tederal Reseive Banks) and secanties dealess e the Uhated
7eto coupon ‘Treasury bond ssues o Toeie povermaeats as lotlows Mesico, begmmng Seites, and on the 1989 beachmark swivey ol toreipn portdoho mvestinent me the Unted
March TUBR, 20 vear matunity ssue and hegnmng March TY90, B sem ity ssae, Htates

3100 LIABILUHES TO, AND CLAIMS ON. FORFAGNERS  Reported by Banks in the United States’
Payable in Foreign Currencies

Milhons of dollis, end ol perud

14994 199G
Item 1992 1993 (DN} - o -

lune Sep! he M
I Banks” habnbioes . . 13,796 78050 BYK 106,621 102 0 H 112,50 109,020
2 Baks” clanes . L . o 02,799 62017 OLLOEYD 11004 HUNOR TERT OO IR
3 Depostts, . . P TR0 00018 19,001 28,000 RRWAR REN{t1 LRI
-4 Other clanms L . 3RS0 RINAN 10 iR2M 3,796 N RG b7,328
S Chums ot banks” domestie customners L His2 17854 10,878 10,14 6,024 o L 6,001

f Dati o ckans exchide Toreiga cunrencies hebd by VS monetars asthonties 2oAssets owned Iy customiers of the repotting bank Jocated aa the Usited: States that

tepresent clagis on toreg s held by eporting: banks lor thie accounts of the domesti
custon s



37 LIABILITIES TO FOREIGNERS

Payable in U.S. dolars

Millions ol dollais, end ot period

Bank-Reported Data - AS3

Reported by Banks in the United States?

.
[CON) 1990
ltem 1901} [CON 1094 e - — - - - - - — - - - -
(SN Nov, Dec. Jan beh. M, Ap "
BY HOUDYR ANDTYERE OF LIABICITY
t Total, all torcigners 926,672 | LOI4808' | 1,095,603 | 1LOYK,S12 | LI04,705 | LOYS,603' | (,094,3382" | 1,097,342 | 1,096,389 | 1,096,416
2 Bauks” own habilies 620919 718,140 119,183 162,723 755,089 71083 FARNERS 128,352 723,768 /31,691
4 Demand Alqmslls 21,509 23,3860 2ol 23,101 RERER RIS RENT- 23507 J3.852 2410
[ ‘LIL])U\II\ 175,100 186,512 193,238 200,580 193,884 193038 (U853 192,152 193,121 191,770
S Othet (RN 112,984 139,247 146,150 IS HELS [RERAVE 111,963 149,000 138,341 146,507
6 Own toretn Ollices! 182/ 195,598 190,538 190,574 3070 302,518 180195 63,698 370,461 308,911
7 Banks” custodial liabihines® [OP AR 290,308 346,120 §35,/89 340,610 216,120 (AT N D] 30K,990 370,621 01705
R US Tieasury blls and conticates” 176,739 162.008' 197,341 188,975 201,845 197,341 J0878 173,305 228,705 HENL
9 Other negottable and rewdily transter \bl«
mistroments 36,289 12530 52 246 Ay J0.008 RRAT 0,074 P30 10,184 44,07
K1) Other L. 86,129 90,928 96,533 VY304 97,802 96,534 (00,728 102,191 H1, 488 102912
11 Nouniooetiy interational and yeponal (Hj'illll/‘llll!ll\x 10,930 8,600 11,039 10091 9,100 11,039 10,627 11,057 9,16 216
12 Banks” own habihties o 3,639 8170 10,34/ 8106 8,339 10,347 9,008’ 10,202 8,938 10,390
13 Demand depostts, . P 15 29 21 1! 3 21 0 13 10 8
14 me ‘«Ix‘[mxll\ 2780 3A0R 4,056 3501 3,031 L0560 1389 3079 3N/ 3,019
15 Other 2 R4 L8 10 S.0700 RS RRIYA 5,6/0' 3,008 0, /00 5,013 0,383
16 Banks™ custachal habthitee! L 5,50/ 130 692 1,828 1,455 oy uyoy 195 918 82
b US Treasury badls and e Hileates” .. o 12T I8 150 1,312 907 30 164 355 S61 426
& Oihiey negotiable and seadly lx.\\\\lu.\l\h
steuments . . [WORES 119 N 86 443 311 230 230 208 400
19 Other L P 0 0 t 0 0 l 0 10 50 0
) Ofhical mstiutions” L 220821 200,907 215,062 265,510 2810012 275,602 277,868 204,440 01,804 297085
21 Bunks' own labilites RN Ok, Lkt 59,935 84,181 83,99/ 59,081 R4, 181 85,0400 84,077 8K, 055 91,04?
RES Demand depoyits o 1601 1,501 2,098 1ot 1,600 2, 0u8 150 1,655 1eh23 1,6/9
23 F'hne lhpnml\ N 1,053 23,5101 31,120 30,701 0,./57" 3,120 RESIE 208611 AL8T/ 35,810
2 Othier FE A0.891 30,860 49,003 51,557 ARIAN 492,963 35,119 52,501 RIWAR SAAa
25 Banks custodial babihines” e 156,677 IRENIARY 192,481 1851 1us, 831 192,481 192,828 210,353 213,839 200,054
06 LS Treasury lls amd centthieanes” [51.100 130571 16850 157,271 171,300 168,531 173,919 193,188 198,187 180,638
) Other negottable and reachly transterable
mstiunients e e 50482 RIS 23,003 J4.000 236100 24,6018 18,537 18,138 14.9/0 19,065
8 Otlies 9y M6 bt 238 NS 3 LE7 1,027 187 350
29 Banks!" SO0 71 678,30/ 087,620 0989 1Y OR7 RS 087,620/ 08,87 006, 209" 063,190 ah1,199
10 ks’ own labilities A A18.755 561466 561,015 RYARIES 561,985 | S0 H0H5 531018 516,903' 530,108 5331978
3 Uinadlihiated torergn banks 160,182 167,908 171,507 1849 14! 178,000 171,507 171,148 173,210 165,647 165.061
3 Demand 4|(|m\|l\ 9, /18 [L{ARRY 11,756' [IRE] 11,232 11,750° 1,247 10,918 {1,453 11,905
43 Tinie deposits” 105,262 i/l 103,687 e 105,271 103,08/ t10,519 14, 309! 100,117 26,810
3 Otler 45,50 16,104 S0,060:4 59,300 61,506 560,061 53480 37,053 8307/ 30,410
k8] Own toregn oflices! HEWIR] 395,558 192,538 390,574 83070 102538 380,499 163,008 30461 368V
36 Banks custodeal habilities” . 113,106 L1L901! [RERYAY 123,131 175,300 123575 128,129 129,300 107082 127,521
3/ US. Lreasumry lls and certiieates” . 10,71 [AIRANE 15,86 16,479 16,687 19,8649 15,002 t7.94/ 15,967 16,801
I8 Other negotiable and eadily lldll\hhlhh
nstiinents 1,020 11,50 13,015 DNAR) 13,070 13085 13,390 12,004 11,861 10,699
39 Other . 85,084 LONE ‘ DLOT7L 97,218 PAR NS DANITA 98647 99,265 99,251 100,021
S Othier Toreigners 70 111878 121,282 [RRWAY) 120,611 121,282 122,970 175,616 171829 126,610
- Banks" own I1,||y|l||u N /8,381 80,804 91,910 94,742 VY08 | 91910 9381 BRI 93,047 96,201
12 Bemand de postis 10,23 1160 l(l 385 Ly 10,140 LO,ARS 10,383 (4,861 {0,060 10,198
13 Fime deposits 15411 ARSE 53775 53,990 54225 53,775 59,544 341,508 56,000 A5,171
14 Other RENAR RN 27,550 HEY 34, 700 V7,550 R R VL7440 IR/ 50,320
A5 Banks” custodial habthies® . e 24,304 28,015 20,472 20,015 RFART) ma RUN R R IRRIN 28,782 3L 3y
46 US, Trewsury bills and cenibeates” L 10,65 1 LROS 12,588 13,927 {2,830 17,588 [RNFA 13,705 13,792 13,204
+H ther negotiable and readly trasteahle
mshuments o . 12,765 14,633 19,007 13,671 12,796 15,267 1Ho21 1201 [RIAY 1TE513
s Other . . . .. . V46 1,577 1517 1817 1o 1,517 [INRR 1.RRY 1,649 2541
NMI-MO
19 Negotable tne certilicates ol deposit mecustody 1o
torergners {7,507 17,894 9,089 1,290 uR/ 9,099 10479 1054 4 10,003 8, 306

L. Reportng banks melude all types of deposttory mstitations ss well as some brohers and
dealers Eacludes bods aid notes ol matanties longer than one yeat.

Y bachudes nepotiable troe certiicates of deposit, wlich e acluded i 7 Other nepotia
ble and readtly transierable instouments ™

3. loctudes borrowing wnder repinehase agieements

to Lo VLS, banks, mcludes mmounts owed to own forerpn hrandies ad forergn subsidian
1es consolidated iy quatterly: Consolidated Reports of Condition filed with bank repulatory
agencios, Tor agencies, hianches, and nigonity owaied substciaies ol foretgn binths, consists
prncpally of amounts owed o the head oflice o paeal Toweipn bank, snd o toreaipn
Inanches, agenuies, ve whotly owned subsidiimes o3 1he head ofiiee or patent foreagn hank

5. Fmancial clams o aesidents of the Unated States, otlier than long, tenn securiies, held
by o thiough reparting basks for fowen castomers

6. Includes nonmarketable cetbcates of mdebtedness and Treasury bills issued 1o ofhcad
nstitutions of forcign couliws,

7o Puncapatly bankers aceeptances, conmeraaal paper, and nepotable tme cedtilicales ol
deposit

B Ponapally the Intemational Bank for Reconstuctnon and Developient, the fater
Anwnean Development Bank, aid the Asian Development Bank, Bxcludes 2 holdings of
dollas” of the Toterationsl Mooetary und

9. Lorerpn central baks, Toteign central povermments, and the Bank for Tntemational
Settlements

10, bactudes central bantks, which are meluded i~ Otlcat instoutions,”
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307 LIABILITIES TO FOREIGNERS Reported by Banks i the United States' Continued
1995 1946
e 1904 1994 1955 -~ - N R R _ _ _
[N Nov e lan leb, M Aprl
- S _ - - 4— 1 - - - - R
AREA
S0 Total, all torcigner s 926,672 | LOLLE08' | 1L095.608 | 1LOSK,512 | 1104705 | 1,095,603 | 1,004,332" | 1,097,342 | L096,389" | 1,096,410
S Foreign countrices 015,730 | 1006,202' ] LOBLS6L | LOSE2ZI8 [ L094L910 | 1084504 | L0710 | 1,086,285 | 1,086,913 | 1,085,200
N Fwope 371911 00, /10" 0.0, /80 b 1Y) 381018 302, /80 368,40 371088 [FARYRY Yivo b
Al Austin 1o 1988 1517 LR87 [NAN ERRY) RV, 2006 INIR IR
AR Belgiune and T asemboune 8,670 s AR RN DX SRS RAS AR PRSI RVAR 9581 EYRYR
hh Denniish Ny 288 2o IREYS LHS 240 200 3801 2870 LY
a8 bl 1872 1.0 JERT] YoH9 1 30s RN N 200 1,768 1203
N/ Faanc 0416 RIS 0201 BANEN 1015 39,001 30,047 oY RAREINS 01
38 Germany 20085 REATIY REXIERY 0,367 0,198 RONERR 195,988 RANIDR ™oy YIS
S0 Cheeae [IRID] 1,303 IXITN 208 2,200 RN (OO 163 1260 1/
Ol Ltaly 11750 10,885 10875 10,251 10,759 ISR VA DXL 124168 [NNTAI 10178
01 Nethelands 16,006 16013 13,774 [NIORE} 15,317 [RIVASS [HIRRIS 12,173 [IRCEUS [RRDF
o Notway O YR [0 [N 1087 1,91 1,067 1216 Loy 915
03 Portugal 300 RIATH Yol RICTE R RIVAT RIS 3095 2931 AR RRU]
61 Russi AL 1120 1950 1,338 B/ 10 TRA8 9,180 9,371 8./08
{5} Span 0,490 [NXA 10,012 1307 HEROY 10012 TIRAR 11,580 18,970 19548
06 Sweden RVAH 3094 LS 203 1720 0 Y%A R 100 L0413
6/ Switzerland Foab A RANIRYS R /s |ARIRYS HL800 ol 49,0m 3 36,805
OR Finhes [RE) 3,31 RNERS -Lon/ LOTO Lt 400 1,559 1,103 L
[ Unned kangdam 113993 163, /0! RNV [RYNAN] FIS AN {30,007 102654 110,985 NN 116,064
700 Yuposhnw!' . i 0 S 111 NI 11 17/ 104 16 1H I
Al Other Furope and other Toner USSR ! IRIREY] V) 26,380 LU RIG RSN 20,389 et 13,626 RRNI0Y RERUT|
77 Canada {URE R THio8 ROSVRS N A8 RN HORYAS 8.6 RENSR) T 60" ROOWAD]
23 ate Ancrca and Cantbhean 30 08N [RERSIE o6 [RRAR] 136,580 [RITATH) Ty, 70% [RRKIRCH EEENALY ARINIY
/1 Arpenlina 177 17,203 12230 L1530 13081 12,730 [RIRRE! 11,761 11,984 IBNE)
Al Batiumas AR oot 94001 96,087 8/./10 BRI 96,850 91,703 88,0010 89,910
70 Bermuda N7 8,121 +897 6,389 6,501 1897 1,633 L0 5,008 LY
/7 Buvil . . 5,301 9.1 23097 D100 21301 AENCYS VAR AN I 189" 20,10/
18 Buinsh West hinlses SRRV 239 50y RERAILE) 236,053 YH) AN TIOR3 LARIR T KEFARTY 240,630 19009
/9 Clule LISy [N 2805 Y 1600 YR T978 RN IR T RAR
80 Colombia LAl Lot L0600 3,309 1 L0006 INARY 3,800 A8 10 14900
81 Cuba 4 K] 8 IR b 8 / ’ 7 N/
82 Fawador Pt 871> IR [IREN] 130/ [ 1.030 1.201 1071 1,04
R3 Gualemala 1207 1101 17 106K 1o 1/s [N (K7 1 oot LORS
hEs Faruca Hu AL AR S tH 181 SO0 s R G
85 Moo SN0 [IRAYE T ESSY KR UA 0003 71558 61 REWU L ARYAY 24,330
80 Netherlaneds Antiltes Losa SO/ 4,072 BIED] AR LoT? LIS Lol F 2 N
8/ Paikaina LR [IARY] [ e INod 1R 6N 1.0 160" LoIo! 3LRRY
8y Peru . DAY von uzs 80/ Ul 91 1.0 [KEON 90! 1081
89 Crupuay Lol 19/ 1835 1,836 1oy 1835 1,790 1./20 [ 90K 1,718
D] Venezucla 1 IN6 13,084 TEsIo 12610 Pot! HKLO 17,662 12600 13,059 B2
ul o Othiet [ 6./00 /a3l 7097 ALY 1031 709 1.766' 18063 ENR
42 Asi 1hs0/ 15133 29000 2061 [RRSUL AN BN VAN RREA A 2 PO IR0
Clhinea
94 People’s Repubhe of China it 11,066 43,750 A R ARNAY IANAR) 32200 RERRIH] 5 801
94 Repubhe of Clisna Clawan) 62/ DRER) [NIvaN} 10,729 [RIRIG INAR! (RN 17,955 IRIRIR 11,0538
95 Hony Kong [FRRR L7100 20,304 Y1803 20,080 20,401 A0/ LR 20087 18, H/9
06 fndia 1L RAERE] 1,374 1.010 8,27 LR YA 3.703 3,500 1.990) 375
9/ Indonesta . 1980 1,587 108 RAVE 28 208 REUN 2800 200 2627
98 Tstaed L3S SRR [XOFRS N2 LOY0 Loz IR RN S AE 5,0
DU fapan B Gl 166 6981 [IEONDR 1160 105,510 109,193 1036,/ 78 [RRRIAR IARARIRY {1,054
100 Korea (South) RIE 5,104 RNARS 3,308 5,504 5.2 5,000 5,00/ 3R/ 5,800
01 Philippines 1035 RVAR 089 1880 7 B 3.0RY 20 200 [RRT$ 2303
12 fhadand PR (137 6,100 1279 10, 138 IR 1207 [RA] 13,389 120158 £2.90n
103 Middle Fastern ol exportimg countes” 15,800 14,182 15982 17,350 16,738 13582 L/ 13,10 IRASE 11893
104 Other . 1 LR 15,11 18,078 I8 42/ N 18,908 {8150 RRRRI 18 KEN 18021
105 Alica 0,613 [IRRaN 104 7100 IR ot 1,079 1818 7089 1882
106 gyt Y08 1879 IR (ISR 100/ 230 1818 LAY PONT 1002
1/ Mortoceo g4 hy {4 G 60 104 22 5. 03 td
108 South Alnca Inl ISR AV Dt 106 739 Loy 665 (AR 1,001
10w Zaie - IR 9 10 -1 ° H 1 8 o 8
1 Ot exporting counbies!! A3 [IRA N 1./9/ LAttt 1,826 1,797 1,771 | U6R 1.706 1901
1 Ol P00 26 2858 LAt YIRS 2NSY RV 2,750 YR 80
112 Other . . 1192 6430 6,714 6,315 6,853 0473 SO0 5,509 60,23 0050
(13 Austialia 4N S S » 00/ RAT S0 HE Lo 4,50 5019 L8Y6
fr Othe A1 891 1.1°9 (BRI 1095 119 by 1,006 Dhe) 1 Lo
TS NonmoneLary miernariional and egional onguzations (L9306 8,000 [NREEDS IO 4, fiH [NKIRDS 10,622 tLos? ag.ra 16
116 Interatonal N 0851 1537 DRIV B S S, H0 9,300 .03 1028 FR RS DORR
1/ Taun .\lll\‘lll‘.lllvu';'ltllhll‘h L8 o013 hUR) 30 37, N9 419 ROE /5% 12
18 Ot n'ylmlxl\" . B0/ o B0 128} 933 S (R0 AN 780 80
P1oStce December 19920 has excluded Bosnd, Croatia, aid Slovenia I Poncpally the Tnetnatnonal Bank o Reconshuction and Developient Fseludes
17 Iidwdes the Bank dor fternabional Settlements  Swce December 19970 has Toldimes ol dollus™ of the [teranonal Monetars Fund

necluded sl parts ol the Tormer LLSSSRfescept Russia), aned Bosina, Croatia, and Stoventa
13 Compases Bahinn, Dang hag, Kowan, Oman, Qatan, Sande Arabia, and Uosted Arab
Einnrates CLhincral States),
1L Compuoses Alecria, Gabong Dby a, and Niperg

16 Poncipally the Tter Amencan Developrsent Bank
12 Asiang Afncan, Meblle Fastern, and Furopean regtonal otpantzations, eseept the Baok

tor Intemanonal Settlements, which s luded i Orker Bagope,™
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318 BANKS™ OWN CLAIMS ON FOREIGNERS Reported by Banks in the Umted States!
Payable in ULS. Dollars

Mithons ol dollus, ed of perod

1995 {9960
Arca o counliy 1wy 1ou} 1995 - - - - - o
Oct Nov Iee Jan, beh M. Ap "
L Total, all foreigners .. 488,497 483,242 526,341 | 522,030 534.891" 526,341 516,195 R25,176 520,174
2 Foreign countries . 486,002 478051 S240¢ 520,978 532470 S24.410 S13416! 521,302 518,458
3ohwope o . 23741 173380 [RUANIY 1311 131,060 130,310 [RRIORA 138,571 137,100 130050
+ Austia . B . 2 092 509 KR 03y 05 083 /13 79?2 1.O83
5 Belpmm and T osembouy 053 6 /4R 1,590 7,103 10,601 1,504 B0 BA1Y S8 Sl
6 Dennunk e N 1129 103 031 of)? 103 S 599 98 293
7 Finland AN . DR Sl [KINR 1916 1.0u7 [KOAN 1.397/ 1313 1782 1,309
8 France .. o0 P TR 12140 11199 14,807 15,749 11,799 [IRERR RS 1ol IRIWAR 1,188
9 Germany .0 . 1o 1,608 8§04 8,081 8, 1 LRI RO7 R.774 9,200 86017
10 Cheece AN . o9l 60} S0 104 V8 Y hRR} o013 a0/ 6020
I laly . . . 883 0,013 S04 5,54) 5,800 5,304 H,010 1838 RN 3.000
1 Nethertands o 3,063 2,959 5051 1,507 Loy 54051 1,400 1702 5951 0,101
13 Norwav . o . 390 501 605 1,15/ 1370 665 1,008 1108 1016 193
1 Portugal . . . LR 38 888 1,030 RGO 888 853 143 773 889
1S Russia . . . 2310 v73 0660 HO0 G 6HOO 018 77N 808 lan
to Spain . L7 3,030 Y166 3,167 3,191 2100 3810 Lot S 000 5319
17 Sweden L Lo LOUY 2,000 0P 2300 2,060 RRTR Ry 205 RN
18 Swiatzerlind L 0,005 A AT 1071 6,335 RIORE] 107 [NOAR J010 {84 6,314
19 Turhey . . . . 1,301 B/8 185 830 9260 785 AR J0/7 810 974
0 United Kingslom . . 62,011 60,846 61388 69,01y GO 67,388 IANEY, /3,010 73075 a8 /0
2 Yuposlavia', .. 1A 205 117 RRE] 23 IRy 81 1S 120 Y08
22 Other Furope and othier fonpes USSR S 1,/81 1171 334 ENT 1524 INEN] B0t 373 1ows 3,004
23 Canada L0 L 18,0l 18, 100 16,005 1781 17,0000 16,095 15,680' [REANS 13,30y L/.339
2 Latn Amenc ad Canbbean e REATE 224573 ™/,399 291,325 260,63 INT 800 YA R 218551 RTINS S NNA]
R Atgentina .. L . [Rya SNRGE 6,134 6,003 6,000 6,439 018 0,05/ (Al 06,206
20 Bahamas . o . 63354 60, HO 39058 99, /88 00,030 RVRAH 60,784 03,311 65,028 RN
27 Bernmuda B RO01 8181 S L8 5,587 8,000 S 18 SO0 Lk (R0 50581
IR Baal o000 . P . 1188 983 13,097 13,381 12083 13047 [RIRER 1391 13,81/ 14,270
200 Bonsh West Indies N DORID] DAL [REIN] 123,700 129477 123911 127,759 108833 113,236 118,506
30 Clule . - 1613 80 N0t LOo0 [N RRIRAS 1996 1593 4,599 053
4 Colombia . AP 3181 Lot Lot 1,503 G510 AR LG22 4490 LS 17 IRRE]
3 Cuba A . o 0 ( 0 t) 0 0 4 ) 4]
W kewador L . . o8 1 [ hEA) Nt K1/ 874 Bl K12 9/ 459
1 Guatemala . .o - TRE 360 iRy 38 At 5/ 130 Rl 125} 473
b Famaiea P 195 798 §23 IRY 89 i3 2049 362 340 (RN
30 Mesico Lo 19879 17,110 18028 10,657 16,80 18,078 17,011 17,107 16,951 17,193
A/ Netherlands Antstles o 2083 F390 9229 9,033 12014 9000 1,013 12973 16,90 RI8
38 Pagama .. P 2801 AN D 1018 2,800 3,049 3018 R AR 2820 2010 JH03
39 Pera . [(RY) vo7 1829 1,501 1877 1,829 1,76 1928 1936 2000
i Uapuoay o . 9HY SHd BRI 44 13 1o [ 403 [TAR] 510
H Venesuely e 2910 1831 1601 1,820 Lovs 1,661 1590 1572 1,554 [IRVAY
% Othes . 36 3,660 33014 3680 3,188 303 31697 1023 AN/ IRt
43 Asta . . N . TS 107079 115, o HEENTS [ARIEES 11306 108,989 HI6,ORY 111,209 [RERP
China
1t People’s Republic ol China - . 2071 830 1023 L2 1,064 1,023 Lot (ISR REIRD) o0
AN Republic of Clina ¢ Lanwany . 2625 [ (IWAR} 1,995 18t 1,713 (N 1101 1,729 1,615
16 Honp Kooy . P 1088 91061 12,89 12,939 10,713 12,8095 P 15.80/ [RIRER 1,520
1/ India . - . SRY RN 1L.&Hy 1921 PR LRI 186t 1,839 1.869 1,96
B Idonesid . . 1,507 O 1L.O/% 1,628 IRYES 078 118 TR 1601 19
49 Isael L N e 826 088 739 88O 128 /9 [ 083 605 (X
S dapan . . . 60,03 RUNRY 1308 61878 60N 2 61308 AN 077 ARSI SEASES
51 Koea (Sowthy . . C 1539 HIORG (RIS (RN [ANERY T LEsu Pyobwt {704 [IUCR
N Plolippies . . 1o 602 1,350 674 /849 [.350 811 119 1,207 i
N3 ‘Heuland . AP 2070 2002 25497 P S0R RARRI A7 ) 397 3,290 3,001 RV
31 Middle Fastemn ol exporting countues? . IRNER! 13,748 v.63Y 9,963 g0t 9639 8,098 0,110 RGN 4,00
39 Othet FETEPE e G813 EWAR] 0,18 0,378 [{ETAY 6,482 1.662 5,300 50994 7.807
36 Alicn R P 3801 3,050 RNV, RAS VAR RVAY L JUN 'R R AN
3/ Epypt ., . 196 s 20 AR RISHS 210 M08 23/ Y 225
S Moracco . RHd| 129 S v/ 143 SHi SE 561 85 S0
59 South Miea P . RN 0633 il TN 00 - 162 15 183 520 S0/ 403
o Zaue P . 13 ’ 1 | | { | { 1 |
ol Oil exportig countires® L . 1,109 R0 AN Rhif) VI8 ) 84 5820 N6 01
6 Othet o L . L1y 30/ ORS ot Y90 9¥S 1 (K13 1031 Dlthy URD)
63 Other R 3100 26/ 20060 100~ RN ou| 'A08 3,003 S0
01 Amstrahie 00 . . . 203/ 2180 1,622 2,005 1,964 1,627 1822 RRS] Lo AR
05 Othes A 873 Oy 845 871 1036 Sy Yo 155 Lo jax
066 Nonmanelary mterational and weponal organizaiions® 2405 159 1931 1,658 141 JORD 2302 209 181} Y6
1 Reporting banks include all types of deposttory anstiutions as wetl as some rokers and 4 Comprises Balnan, frae, Trag, Kuwat, O, Qatan, Saudne Aralna, and United Arab
deaders, Enicates (Liacral States)
20 Smce December 1992, has excluded Bosma, Croatid, aid Slovenia SCompises Algena, Gabon, Dibya, and Nipetia
o Includes the Bank for fntetnatonal Settlements: See December 1992 s included all 6 Excludes the Bank tor Intomational Sentlements, windvs mcluded me Other bagope ™

s o the former US S R eseept Russiay, and Bosasa, Craatia, and Slovenii
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Payable in U.S. Dollars

Milhions ot dollars, end ol period

International Statistics | 1 August 1996

BANKS™ OWN AND DOMESTIC CUSTOMERS™ C1LAIMS ON FOREIGNERS

Reported by Banks in the United States!

[yvpe ol cham

b Total

» Banks clanus .

Vo boreign pubhc honawers

b Owa toreren ofbces

5 Unalliliated Torergi banks
0 Deposits

/ Other

K AN othier forergnets .

. . §
Y Clanus ol banks" domestic customers

10 Deposns o

11 Negotiable and eadily teansterable
stents ! . .

1Y Outstandmy collectons and other

dary

MiMo
14 Custoner habiliny onaccepiances,

1E Dollar depostts i banks abroad, sepatied by
nonbanking business eaterprses e the
Uited States’ o

BRIV

IR

S75818"

00
ORS00
10863
[CRUN
ROV
IR

EYRRIE
[IIAS]

3186

1 o1

YIORE

RON RU]

tuad

599,521

N
23006
EENEE
109,228
a9 250
1978
a/.Hs

[REORNU]
HERWY

36,008

(RN

Ry

2,196

(DAY - = -
Ot

649,108
826,31 322,640
RERR 20878
WU [NV
Hx,700 304/
$7.013 47003
61,38/ Sa 81k
[T DRREN]
122767

SROY

RN

D008

S HO

0.7 LR R

1995
Nowy bee Jan !
649,108
ERRR 370,34 N22909
19,368 LRI RENN
KO0} 05,002 300,70
94,555 DRG0 97,24
12,0908 LY BRI 35,520
56,000 ol N/ o1, 718
100,30} miL 2/ L8
[RASFILYS
WY
k1o
M0.087
8.110
41858 0/ 27830

16,105
21365
290,691
o8, 137
37,565
O6LST)
3000

LENTY

1491
M Apt?
651,007
925,176 hEI WA
27,608 29,111
208405 204,167
101,620 99,686
S1.609 37621
60,011 62,068
[IIRRI SR 2210
125 891
08,800}
(PRI
17817
2.0
R N B -
15,012 .

{, For banks™ s, datacare monthly, for choms of baths domiestic costomers, data ae

tor quanter ending sith imonth mdicated

branches

Reportmg hanks mcude all types of depostiony mstitution as well as some brokos d

dealers,

For US banks sachwles amounts due Trom own loreigie branches and Toreign sabsidian

1es consolelaed mquenterly: Consohidated Repores of Conditten iled walic ank segalatory

apencies For agencies, branches and magonty owned subsideanes ol Torergn hanks consisis

principally ot amownts due frem the head othee oe parent forerpn bank, and bom Llaeign
encies, or wholly owaed subsihates of the head ofliee o parent forerpn bank

3 Assens hield by eporing banks i the accounts of the domesie customers,
b Panapally nepotiable tme cetiiicates ol depostt, bankers aceeptances, and commercial

papet,
Nl

i fudes demand and nmiedeposus and nepotable and sonnegotiable certiicaes ol

depostt denonnneted m LS dolas sstied by banks alnoad

3200 BANKS OWN CLAIMS ON UNAFEFILIATED FOREIGNERS  Repotted by Banks in the United States!
Payable in U.S. Dollars
Milhons ol dollars, end of perod
1995 1996
Matinity, by borrower K 199 1993 1994 = — 7 - B E
June Se Dec! Ma ¥
I dotal 195,119 202,506 200,442 220,289" 216,960 231,724
By bono g
> Matunity of one yeat o less 1as, 42N 172,662 log, 331 180,312 178,606 116,077 191916
3 Forerpu publie hoirowers [WRIR 17.828 15,435 15822 11,19 15015 19,574
I Al other torepners 15,510 154844 152,890 170, 10 Lo 7 161,162 172,312
S Matny of more than one year . L9 2990H SEALL a1 38,300" 16161 39,808
0 Lot public banowers 13260 108714 /838 1892 8.0 7,506 8,110
All other toreigoers 18,308 190140 M8/3 260,085 30,080" 18,055 3L,6U8
By wea
Matunity ol one vear o less
8 Lurope S3 A0 ST 35,712 o),323% hRNENSY S3.89/ 56,031
9 Canada . 0,001 1121 6,600 1838 7135 6,089 1900
10 Fatin Amenca and Canbbean SO G L9 RN /T 68630 71,319 12,397 807
11 Asa 5700 LR 30851 1045 12536 RINRY 40212
[ Al i./81 1.X20 1476 [Ny 1201 1.7 o7
[ All other N 6,005 3794 RNDA L1129 L3 23R4 4,898
Matutity of more tan one vea
L trurope hRIiv S0 12038 L0 ARUR 082/
s Canada yORT R LAY 3085 IRVAN 2561
L6 Latn Awerwca and Canbbean 5302 11,025 15,717 17,557 0220 19,510
L Asid 5048 5,600 SR 6,058" FRYA 8,407
i A, TR0 1934 [.583% [ ARG [ iKY (474
19 Al other ' Ho RY) 1385 1LOIS L 931

o Reporting banks o lude all ty pes o depostory mstitutions as wellas some hrokers and

deaders

)

3

Matiaay i e remaing untlh matwity,

Ieludes nommonetary miemational and repronal onganizations
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. and Foreign Offices of U.S. Banks'

Billions of dollars, end of period

1994 1995 1996
Area or country 1992 1993
Mar. June Sept. Dec. Mar, June Sept. Dec. Mar.P
ITotal. .o 344.7 407.7 475.7° 484.8" 485.7" 495.6" 540.9 525.0° 526.3" 549.7" 568.8
2 G-10 countries and Switzerland 1313 161.8 177.8' 1724 182.2" 189.9" 21000 201.6' 196.6" 203.7° 201.3
3 0 74 79" 8.6 9.6 7.0 10.2° 94" 10.7 13.5 10.5
4 153 12.0 16.6 18.6 207 19.1 19.8 19.3 17.4" 19.2 17.9
5 9.1 12.6 29.7 24.7 240 24.7 3.2 29.%' 27.2 26.4 315
6 Maly ........ 6.5 7.7 156 4.0 IL.6 I8 0.6 0.7 126 L5 i3.1
7 O 47 38 34 34 36 R 13 4.0 34 3.0
8 Sweden...... 23 27 29 30 2.6 27 3 3.0 27 27 32
Y Swiizerland . ... 18 59 4.5 5.4 3.5 Sl 5.7 6.2 6.3" 6.3 5.2
10 United Kingdom . . . 59.7 84.3 69.4 64.0F 78.1° 85,2 89.4 859" 79.8 82.4" 848
11 Canada.......... .. 6.3 6.9 78 9.9 0.2 10.0 1.3 1A 119 9.4 92
120 Japan oo 188 17.6 19.6 0.7 16.5 207 259 221 240 285 229
13 Other industrialized countries . ..., . ... 240 25.6 1207 128" 42,5 45.0° 439 430" 50.0" 50.0 60.7
14 Austria ... 4 1.0 Lo Lo [ Y N 1.2 9 1.2
I3 Denmark....... 1.0 LO° 1.1 9 1.3 1.7 1. 1.3 2.6 31
16 Finland........ K 1.0 R 8 9 1.1 S5 N 8 7
17 Greece . . 32 kvl 4.6 4.2 4.4 1% 4.9 S50 5.6° 5.5
I8 Norway. 1.7 1.6 1.6 1.6 2.0 24 1.8 23 32 21
19 Pornugal 8 1.2 1.1 1.0 1.2 1.0 1.2 1.9 13" 1.6
20 Spain .. . 9.9 13.2 12.6 14.0 13.6 14.1 133 133 11.6 175
21 Turkey ... 2.1 24 2.0 1.8 1.6 1.4 i4 1.9° 1.8" 1.9
22 Other Western Europe . 2.6 31 28 1O 2.7 2.5 2.6 3.0 4.7 38
23 South Africa. . ..... . . . 11 1.2 1.2 1.2 1.0 1.5 14 1.3 12 1.7
2 ALl L 23 12.7 13.7 15.0 154 126 143 174 16.4 287
25 OPEC ... 174 229 210 216 23R 19.5 20.2° RNy 22.94° 211
26 Ecuador S 6 5 4 3 5 N 7 7 8
27 Venezu AN | 4.6 4.4 39 37 35 35 3.0 27 29
28 Indones 33 34 32 33 38 1.0 41 44 4.8" 4.7
29 Middle East countri 74 132 124 13.0 15.0 10,7 114 13.6' 13.3 123
30 African countries ... ... ... 1.2 1t i i 8 7 5 6 6 .5
31 Non-OPEC developing countries ... ...t 726 83.1 94.5° 94.7° 93,1’ 95.9° 984 103.6 104.0° 112.5 116.2
Latin America
32 Argentina. ... 6.6 1.7 8.7 9.8 10.5 11.2 4 123 109 129 12.7
33 Brazil .. 10.8 120 12.7 12.0 9.3 8.4 9.2 9.9 13.6" 13.7 17.2
34 Chile. .. 4.4 4.7 St 5.1 5.5 6.1 6.4 7.1 6.4 6.8 6.4
35 Colombia . 1.8 21 2.1 24 2.4 2.6 2.6 2.6 29 29 29
36 Mexico. 16.0 17.8 19.0 1R.6 19.8 184 17.8 17.6 16.3 17.3 6.1
37 Pera ... . . . N 4 KoY 6 6 .5 6 R N R 9
AR ONeT e 2.6 341 29 27 28 27 24 2.6 2.6 28 31
Asia
China
39 People’s Republic of China . . 7 2.0 8 8 1.0 1.1 1.1 P4 1.7 1.8 33
40 Republic of China (Taiwan) . 52 7.3 7.6 71 6.9 92 8.5 9.0 9.0 94 9.7
£y India................. .. 32 32 34 37 39 4.2 38 4.0 4.4 44 4.7
42 Ismeb....l 4 .S 4 4 4 4 6 7 5 5 S
43 Korea (South) 6.6 6.7 14.1 143 144 16.2 16.9 18.7 18.0 9.1 194
+ Malaysia, . kR 4.4 52 52 39 31 39 4.1 4.3 4.4 4.7
45 Philippines 36 31 34 32 2.9 33 3.0 36 33 4.1 39
46 Thailand . .. .. . . . . 22 3. 3.0 33 35 21 33 338 39 4.9 5.2
A7 Other Ashl . ..o kN 31 EA| 32 34 4.7 4.9 k] 37 4.5 43
Africa
B8 ORQYPt 2 4 3 A 3 3 4 4 4 4 2
49 Morocco . . . . 6 7 8 7 7 6 6 9 8" 7 7
50 Zaire.. 0 .0 ( O 0 0 0 ] 0 Ki] 0
51 Other Al 1.0 8 [N 1K) 9 3 7 6 7 9 7
52 Eastern Europe. 3.1 3.2 38 32 30 2.7 23 1.8 34 4.2 6.2
53 Russiat 1.9 1.6 1.6 %3 11 8 7 4 6 1.0 1.4
54 Yugoslav 6 6 5 S S s 4 2 4 3 3
550 Other .o 6 9 1.6 b4 1.5 14 1.2 1.0 23 28 4.5
56 Offshore bunking CERLETS. .. ... vut vt ittt aaeanee 58.1 73.0 78.5 80.5' 77.° 713 843 821 859" 99.5" 100.2
57  Bahamas......... 6.9 10.9 13.7 13.3 13.8 10.3 12.5 84 126 1.5 13.4
58 Bermuda. ...l 6.2 8.9 8.8 6.5 6.0 8.4 8.6 8.3 6.1 6.3 53
39 Cayman lslands and other Britis| 21.5 18.0 17.8 238 215 199 194 237 234 321 28.5
60 Netherlands Antilles . ... .. 1.1 26 34 25 1.7 1.3 9 24 55 99 10.7
61 Panama® . ... ... 19 24 2.0 2.0 1.8° i3 11 1.3 1.2 1.4 1.}
62 Lebanon .. .1 A A B A A A N A A N
63 Hong Kong .. 139 18.7 19.7 21.8 203 199 0.4 23 237 25.1 25.6
04 Singupurc. e . . . 6.5 1.2 i3.0 10.6 Hae 1.1 19.1° 148 133 13.1 154
65 Other! . 0 N A 0 0 N 0 0 A Al .1
66 Misceliancous and unatfocated® .. ... . oo o 39.7 434 559 69.6" 65.7" 66.6" 82.2° RS 639 57.4° 62.5

1. The banking offices covered by these data include U.S. oftices and foreign branches of
U.S. banks. including U.S. banks that are subsidiaries of foreign banks. Oftices not covered
include U.S. agencies and branches of foreign banks. Beginning March 1994, the data include
large foreign subsidiaries of U.S. banks. The data also inciude other types of U.S. depository
institutions as well as some types of brokers and dealers. To etiminate duplication. the data
are adjusted to exclude the claims on loreign branches held by a U.S. office or another foreign
branch of the same banking institution.

These data are on a gross claims basis and do not necessarily reflect the ultimate country
risk or exposure of U.S. banks. More complete data on the country risk exposure of U.S. banks
are available in the quarterly Country Exposure Lending Survey published by the Federal
Financial Institutions Examination Council.

2. Organization ol Petroleum Exponting Countries, shown individually; other members of
OPEC (Algeria, Gabon. Iran, Irag, Kuwail, Libya. Nigeria, Qatar, Saudi Arabia, and United
Arab Emirates): and Bahrain and Oman (not formally members of OPEC).

3. Excludes Liberia. Beginning March 1994 includes Namibia,

. As of December 1992, excludes other republics of the former Soviet Union.,

. As of December 1992, excludes Croatia, Bosnia and Hercegovinia, and Slovenia.
. Includes Canal Zone.

. Foreign branch claims only.

. Includes New Zealand, Liberia, and imernational and regional organizations.

EEN - VAN
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International Statistics [ August 1996

122 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in
the United States
Millions of dobars, end ol period
199.4 1995
type ol liabihty, and area or conntry oy 1993 1904 — 17 — = 7 T — - 7| - —
Sept Dec. M June Sept Deel?
LoTatal 0 oo o 0 45,511 50,597 54,309 57,630 54,300 50,187 49,973 47,673 46,494
2 Payable indoflus 0 o0 oo 17,450 18,728 18,208 41,879 18,208 35,003 281 £3,908 13,049
3 Payable in loweipn conencws o0 8,055 11,864 16,011 15,751 16,011 144,284 15,690 13,765 12,545
Iy type
S laancial halnhnes L 23840 29,220 12,954 36,440 $2,05.0 29715 29,282 20,287 24287
S Payable i dollas L 16,960 18,548 18818 22,558 18,818 16, /04 15,028 14872 {2,040
6 Payable e torepn cuneneies 0881 10,681 k4,130 13,882 [ERRI 13,071 14,254 12,365 {1,338
7 Commercial baluhues o0 o000 21,670 21,371 21,355 21,190 21,355 20,0412 20,691 21430 22,207
8 Pradde payables . e . 9,560 8,802 10,008 9,550 10,005 9841 10,527 10,061 Loy
9 Advanee reeepts and other abilities 12,104 12,569 11,350 LE bet) [1,350 10,568 10,164 11,375 FL,194
10 Payable v dolls o000 0 0 0 o 20,496 20,183 19,480 19,321 19,480 10,199 19,253 20,030 21,000
It Payable w forepn cuneneres 0 L 1,174 1,188 1,875 1 RO6Y 1,875 1,213 1,448 1,400 1,207
By wea or country
Tinancial lahnes
12 TFuope e e 13,387 18,810 21,708 25,284 21,703 17,541 18,223 16,401 15,627
13 Belgiun and Fasembouy L oo Hd 179 495 a0l AOA] 6l2 718 7 0]
B} France . L e e 6218 1530 1,727 2041 1,727 RAIATH 1,101 1,165 9949
[} Giermany .. HRY YA 1,961 L6/ [,961 1,755 1,589 1,670 198
16 Nethiedands oo A3 552 (i34 552 63 S30 414 406
1/ Switzestand . 69 0634 6HR8 N3 [{hi LER 156 048 LAY
1% United Kingdona o000 00 0 0 0 8,610 13,432 15,543 18,323 15,543 10, /64 12,138 10,518 10,138
Y Canada . L e e Sebd K9y 639 618 629 1,817 LOR) 797 032
20 fatm Amenca and Canbbean Lo 10538 1.359 2,034 1,977 2034 2,005 1,950 1,904 1,429
2 Balamas .00 o0 0 Lo 179 1. 148 101 121 101 135 81 " O8
2 Benauda . 114 0 80 s 80 149 1iR L4 152
23 Brasad oo o oo 19 18 2007 7 207 58 58 {1l Y
Ry British West hihes 2 B850 1.543 9ug 1,174 YO8 1.OOK 1,030 93 BOR
5 Mevico . i2 1/ Q0 15 0 10 3 3 12
26 Venesucle oo O 5 5 5 b 5 1 3 2
Ry Asta SRR 5,950 8,403 8405 8,403 8,156 8,024 0,947 5,088
28 Tapan . o . e 1750 4887 7314 7,248 FRIT) TR Nkl 0,308 3,430
29 Middle Fasten o1l exporting counties' L 19 A 15 31 35 27 25 25 27
i Alnca . e e e e O 133 135 IR 115 150 151 149 150
il Onl-cxporling conntries’ 0 123 [RE} [ RR] 122 122 22 122
32 Al other e e N (09 S0 ] 50 Bt 12 39 ab
Conmercral Tiabuics
W Jwmope ... L e 7,308 0,82/ 0,773 6,308 6,774 0,042 6,776 7,204 1,700
b Belgim and §uaembowyg . 208 239 2H 287 241 | 3 349 331
N brance .0 o0 o0 L 100 0655 /28 14 728 12 S04 S28 481
30 G Y oL 729 084 604 552 604 482 S50 660 Tl
3 Netherlands ., 0 oo 535 ORY 122 74 122 S0 448 5066 500
18 Switzerland L 50 7N 327 101} 427 [y 432 255 414
39 Uhnted Kmgdom 2,508 2039 2444 2,450 240 J ki 2,002 1,351 3,508
40 Canada 1,002 879 1,037 1068 1oy [PARSY Lo 1,219 1,040
Ba Fatime Ameriea aned Cangbbean . 0 00 o0 o0 L 1,544 1,058 1,857 1,783 1,857 1,308 1,830 {607 1,7H)
42 Balumas 3 21 19 3 14 8 3 1 I
43 Bennuda Lo i 150 145 200 319 260 07 200 209
T Branl e 200 214 161 1H/ 161 9 17 [BX] 98
-+ Butish West Jidies I 2 23 %) 2 29 12 5 S0
46 Meateo 457 R S74 072 574 456 20 357 g
+7 Veneoele o0 oo 142 123 276 189 276 273 204 75 221
AR Asla PO 10,594 11,980 10,741 10,470 1 10,151 D78 14,2/ 10421
1 Tapan C e S . 3,012 EXIR) 4,555 G128 1,555 4110 1541 3,478 3,315
50 Muldle Eastemn oil expotting counties’ ..o 1,889 1,534 1,576 1,603 1,576 187 1,790 1,617 1,912
51 Atea oL R 08 484 $2K [16):1 428 3R} 481 RO 019
S22 Otl exporling counties™ 0 oo L 109 167 250 26 256 Y 252 Fall 254
53 Ot . L 875 574 St 63 59 354 474 83 O87
1 Compaises Babam, han, Trag, Kuswait, Oman, Qatar, Sawdy Avabra, and United: Avab 2. Comprises Algena, Gabon, Labya, and Nigera
Fronnates ¢ Frocal Slatesy 3 Includes nommonetary mtetnationat and reglonal organizations



Nonbank-Reported Data A59

323 CLAIMS ON UNAFFILIATED FOREIGNERS  Reported by Nonbanking Business Finterprises in
the United States

Millions of dollars, end ot period

1994 1995
Type of claim, wil aea on country 1992 1993 1994 i e j‘ T -
Sepl. Dec. ’l M. Tune Sept. Dee?
PROtl o IS 45,073 49,159 57,888 54,833 57,888 52,218 58,051 53,424 52,484
2 Payable wy dollis ... PN 42,281 45,161 53,805 50,460 53,805 44,425 94,138 49,090 AR08/
A Payable in forein cunencies Lo 2,192 3,99% 4,087 4,373 08 3,794 3914 3,728 3,796
y tvpe
4 Fipancud clanns L e e e 20,509 27771 13,897 32,2140 34,8497 29,600 34,574 29,891 27,398
h Deposits oL Lo 17,695 15,717 18,507 19,118 18,507 17,118 22,040 17,9/4 15,033
8 Payable n dollws o000 16,872 5,182 18,026 18,502 18,020 16,458 21,351 17,393 14,6054
7 Payable m toreipn currencies 821 S35 481 0616 481 657 608 S81 479
B Other foanctal claims L . R.R14 12,054 15,140 13,118 15,390 12,491 12,528 11,917 12,2653
9 Payable m dollay .. N N BN 7,800 10,862 14,306 18,903 14,300 11,275 11,370 11,689 10,076
10 Payable i foreign cotencies . 0 oL A R 924 1,192 1,084 1,218 1,084 1,216 1,158 1,278 1,289
11 Commetetal claims L. L e G 18,564 21,388 23,991 22,597 23,991 22,610 PAR YN 23584 29,085
Trade weecivables ., e e P 16,007 18,425 21,158 19,825 21,158 20,415 21,320 21,400 224974
13 Advance payments and other clms o000 PR 2,557 2,903 2834 2,772 2813 297 2181 2124 22
It Payable mdollas o000 oo e P V2,514 17 20474 20,055 MEYE] 20,692 21,417 21,014 23,057
15 Payable m toreipn cuneneres L. e e e 1,045 2,211 RTES 2,542 IS0 1,920 2060 1.91Y 2,008
By area o1 countiy
Fanerad cliaims
16 Huwope o000 o . 9,331 1,290 7,936 RYl4 1,930 7,030 1927 1,840 1,609
L/ Belgmm and Luxembourg e 8 134 80 1S 80 146 155 160 193
1% France oo R e e 704 826 &) 931 800 ROR /30 753 K03
19 Gerniny .. L PP 320 520 S4) 413 sS40 57 350 30t 436
20 Netherlands .0 0 000 o0 o0 s o 515 502 429 504 420 606 (93} 522 517
21 Switzetkand . S e e AR 490 530 5§23 77 523 490 St 540 498
22 United Kingdom ..o oo e . 0,752 3,585 4,049 5,024 4,649 LR +, 190 4924 4,303
23 Camda oL . L IR ENPI P 1833 2,082 1581 3,812 3,581 3 ReAB 3,105 4,520 285t
24 Latin Ametica wid Canbhiean . 13,803 16,224 19,546 1,608 19,936 16,100 RANSD] 15,345 14,500
25 Rahamas ... TR 1,330 2424 1,121 2424 Yt} 2,355 1,550 1,u65
26 Bennuda .00 0 40 175 27 52 27 A 85 15 81
24 Boaril oo ORG 654 S 411 520 S28 502 Ril 830
RA] Brush West hudies 11,747 12,699 15,228 13,694 15,228 (3,541 [WAUN (1816 [(3,393
29 Mexico 445 872 123 a9l 723 AR 635 487 5
30 Venesuele o000 o0 oo s 29 161 i5 3t 35 24 27 50 32
i1 R0 1,65/ 1,871 2170 1,871 1,504 1,235 2,160 1,579
32 0068 892 RAR] o6l s 021 471 1,404 871
i 3 3 141 19 141 -4 3 -+ 3
WMo AR Lo L e e 83 99 In (97 174 (4t 13K {88 kY]
35 Ol exportiig countries PRI . 9 { O 0 0 9 9 [ S
30 Altother? oL . e s . S05 40t 600 529 6{H) Lras 410 K3 K3
Commerctal claims
3/ Latope oo oo e e e 8,451 9,105 9,540 K810 9,540 3,947 9,200 8,862 0,822
iR Belgiun and Luxembowg o 189 183 214 178 213 199 218 224 231
39 FIUICE oot e 1,537 194/ 1,481 1,66 1,481 {790 16649 1106 1830
40 Gemany ..., 933 1O 1,027 hER! 1,027 wr 1,023 947 170
4 Netherlands .. 952 423 3 33 1 324 41 AN 452
42 Switzetland ., Lo TR e 362 432 557 538 557 556 612 14K 520
43 United Kmgdom . ... ..o L e RPN . 2,004 2377 2,550 2,505 2,550 23R8 2.46Y9 2,419 2,655
44 Canada L L e e . 1,286 1,781 1,Ugs 1,906 1,08% 2010 20048 1,u71 [, 950
45 Tatme Ametica and Canbbean ... [ . 3,044 3704 7 3,963 4,017 41401 4,370 4,159 4,348
46 Rahamas Lo B 2% 11 D) 34 9 17 21 20 El
47 Bermuda 258 182 234 246 234 208 210 248 72
48 Brani 157 460 612 471 612 695 171 745 89/
49 British W 40 il X3 49 83 55 83 O 9
S0 Mexico A . o e e 024 Y90 1,243 1,137 1,243 1106 1,100 1,026 9RS
5t Venesuelt oo S e Ceee 345 203 348 ARY RU3 205 19 125 285
82 Asa L e e [P PN 4,806 6,014 6,482 0,674 0,982 6,200 0,316 G826 7,307
51 Japan N . 1,903 2275 2,055 2,591 1654 1,011 2001 1,908 [,808
54 Middbe Fastern onl-esporhing coustues’™ L N 693 104 708 617 708 68Y 707 75 o4
55 Aluca Lo L 554 493 154 447 454 408 478 IR 051
50 Oil-cxporting counties’ 8 72 67 6l 07 " al) T 87
STt AUsd 2\ RIY L 92 910 R4 Qg 971 1004
. Compises Bahuan, han, g, Kuwait, Ooin, Qatar, Saudi Arabia, and United Arab 20 Comprises Algeria, Gabon, Labya, and Nigetia,

Loiates (Fiucwl States), 3. Includes nonmonetuy intermitional and regional orgranizations,
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Millions of dollats

International Statistics [ August 1996

FOREIGN TRANSACTIONS IN SECURITIES

Fransacton, aud e o country

I Toregn purchases
Foreign sales

Net purchases, or sales (- )
+ Foreign countries .

5 Bwope
0 Funee
7 Gomasy L.

8 Netheilands

Yo Swateerlamd L

10 Unied Kigdom .
b Canada . . .
2 fatn Amenca and Canbbean

3 Muddde Fast! .

4 Other Asig
5 Japan
16 Atuca .
£/ Gther countries

18 Nonmuonctary international and
regional orgauizations

Boans”

19 Poregn pmchases
20 Foreign sales

21 Net purcliases, or siles t)

22 Foreign countiies ... o0 0 Lo

23 Lmope .
2 Fanee .
25 Germany
26 Netherlands oL
27 Switzertand L
28 Ungted Kugdon
29 Canada o
30 Latm Amenica and Catibbean .
31 Muddie Fast?
12 Other Asia
A3 Lapan

4 Al L
35 Other counties

36 Nonnmwmetary internationat and
regional organizations

37 Stocks, net purchases, or sales ¢
I8 bareign puiclases
M bmeign sates L .
40 Bonds, net puecdiases, on sales ¢y
41 toreyn purchases
42 Foreipn sales

Net purchases, or sales (- ), of stocks and bonds

g

Foreign countries .. ... . ...
I Bope
40 Canada o
47 Lot Amcrica and Cabhean
A8 Asia L

4 Japan L

S50 Atica .
S1 Oiher countries

“n
r~

Nonmonetary international and
regional organizations, ...,

1991

154,503
B, 716

1877
1867

0,714
2010
20
RARAT
3
R0
1100
RRER|
LR
124
L1
0

I

1

REVR B
120,604

59,921

59,030

37,005
240
65/

3,300
£,03

A6

A8,071
380,106
41

PRRN
XK, 08
857,502

—57,298

~57.818

1905

02,88
8700

IL175
11,380

I8y
1,099
184/
3,50
2284
8.001
(517
AN

3/
2504
20124
! >

08

—208

93030
206951

80,079
86,533

09815
114
4,800
14603

do

31020
2.560
o144
1,869
5,659
2350

244
26

0, /86
15,408
W6, 2%

47,159
%89, 113
036,302

- 97,945
—97, 140

41,905
1,871
1,071

RLO 1

23,070

27

83

- BOS

1996 1995
Jan (ht Nuy, e, Jan
Apt L
LIS, corporate secunties
_ R v,’,‘, _ ‘,’, - -
20:h159 41,402 1,937 RN YD] 13,574
196,253 L2860 19,071 14,372 1918
7906 1,308 2,866 2,107 1,626
7934 —1,328 2877 2,109 1,623
1087 1047 9454 LO2K U5
3 4 S8 82 164
462 3 131 I 239
1,125 38 20 373 GO0
1481 o 1/ 191 030
284 h¥A Sy 1,277 163
1,125 ] R 175 615
2097 2920 1301 219 A8/
K3l i 63 118 S0/
1,185 ol 32 hhE) a0
660 S0 o6 (231 gt
[0 17 20 | G
140 17 90 7 52
— 28 =40 =1t 2 3
122,765 2040 3,642 71,098 20,59
85,110 v, 199 RUVAY 20017 17,726
37,025 7.225 10,901 581 8,805
37,543 7,293 10,948 | 553 8,824
I
21515 o418 9,/59 | 1,300 5024
2,008 132 XS] 147 830
3,021 it RO1 236 20
403 204 210 HO] 156
212 1R 101 81 50
16,613 4,594 6499 G925 185
B4/ 139 20 {8t XN
8,550 ol 1,426 bR 2.000
393 240 I[85 187 104
4319 11206 705 291 1,272
1,045 (351 /99 9t ARt
30 223 240 L8 16
R 140 20 [ 03
82 —68 —47 28 42
lotergn seemuties
— - — - - -
29118 5,709 1,725 0,830 (RN
[EERS]] 20,382 30,307 2,306 33,481
173010 EAR RN 208 39,196 19913
11,779 7,980 6,235 3,923 L4712
35 K41 76,389 /8,503 80,310 8,508
365,820 81100 N4, 798 84,233 88,980
~H1 K94 — 13,449 - 7,960 -~ 10,753 — 11,904
~4747 — 13,240 - 7,882 —10,812 —10,935
12847 1,249 4,609 ERRIAR] 1973
3U57 [N H0-4 14 2649
4714 3.481 184 802 3
16,990 Iotl 2,001 -L3RY 4,685
DRDA] R 1,388 1,685 L4227
707 ) v 124 96
1,562 913 613 470 41
— 147 -1 78 59 31

52,260
51083

32./59
21608

6,280

37457
43,101

93,005
Y6, 9y

- 7,008

— 6,884

—125

(DI

My, Apt!

S e
55,280 ~E00s
SEHAM) 18,772
830 4,273
876 4129
1370 1,129
onl RR19Y
hig) 174
208 287
500 ol7
B2 M6
o 52
38 RO8
i O
291 1,852
I 1,440
e 3
216 3
b 4
39,308 24,107
3 18,094
144,198 5414
14,107 5,383
3,970 3,04/
670 78S
407 721
060 52
Ry 141
4,245 2264
119 354
140 34
13 122
83l 108%
245 120
3 40
30 2
K8 K1l
10,41 6,638
17 370740
46,458 REUME.
[N 112
03,239 81,199
Q9 354 B1087
16456 | —6,526
--16,4060 — 6,464
4,584 1,809
1,863 Gl
2,582 1,008
9,755 1,993
3,225 950
436 [
1,240 104
4 —57

I Comprises oil-eaporting counties as follows, Balnain, ban, ag, kusat, Onen, Qatan,

Saudh Atabia, and Unnted Avab Franates (aciad States)

2, Ineludes state and local govermment seeuniies and seenuties ol UL,
agencies and corporations Also includes ssues of new debl seewdities sold abroad by U S

cotporations otganezed to luvanee direet mvestments abtoad

government
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MARKETABLE TLS, TREASURY

Milhons ol dollars: net purehiases, o sales (

Securities Holdings and Transactionstinterest and Fxchange Rates

BONDS AND NOTES

) durueg period

Poreipn ‘Transactions!

AGI

1996 1049 1496
Aredor couniy oy [BON) -
ln Ot Now D lan Feh Mo A
Apt
I Total estinited 78,801 133,991 52,965 HR1Y 15,307 - YAl 14,008 15,4451 7,007 10,489
2 Loweipn counties TS OV 1A S hins Los [RRA PRUTY 13,703 1619 600 17861
i buarape . S Y S0.000 R ooy 8210 [t /181 b [ [XSFRY DRV
1 Belgim and Lavebowre 1.098 54 S04 RE 81 1 119 120 ] 194
b Cienmany 5.0 0,136 000N PR3 N I~ B8N 1,829 ON8 TR
0 Netiwrlands 1o~ LX9 RVAI 160 BN W 80/ ARN] 1/ [NV
/ Sweden 2 N8R 1o ) 0 RS I 804 i 780
3 Swatzerland Nt 17 Lot 1/} SO8 O0h /6 81 {5} I3
9 Unged Kingdone BN ALITS [ARRI 5.90% 1,309 [y (6] Lol LN 606/
10 Other Furope and foomer USSR AR 0,/1% 220 L XTS5 bRl LIRIPRS ANAN LRO8 1944 1 082
il Canada i 39l ™) AR L6} 1 08 1RO/ 1863 N 1166
[ I atm Amenica and Canthbean 10,383 18,609 ROK0 [WASE] 13, 190 LI62 Tail RACR (SRS {U81
R Venestekt . . 319 ’ 2In 9 KRR, Gl i DR} ol |
14 Other Fatin Ametica and Caibbean 20,193 y? K80 1033 LR A0 8920 1896 600 3,850
[ Nethefads Antlles fa. g RN L) 16, 141 [RSY DRRIY {004 IR O ey [.8/6
16 Asi . . (Y1 Pray 16,951 6,879 10/ [N 0,920 ROl0 6911 LR
t/ lapan 098 16,863 10513 [[ORNR] {310 NLO9Y Lo 369 IARE ’ 382
I8 Allg ') I 1o 976 S0 [RH [ 1 100 L 0
19 Other ) 90N hH 1% i) [PA o 8 9 Al
0 Nonmonetary intesnational and reyional organzations 161 419 1,200 169 il 138 30y A (O] [IRTA
2 Internationat S0 9 [ ' HE iy 210 HIR G/ (1K
20 Latin Amencan wegional Il 261 [IGAY 18 i 11 (R} ™ . E.00R
MIAO
YO Towergn counlnes /R0 [RATRRN S EIOS 1050 11986 9016 13,703 1o,19° 00y 17801
s Offcrad wstitutions (RIS 39,620 MR 50N 91y XS Nt 12,61 K081 1718 ®.0N3
25 Other forepn W8I DRORY) 19868 1,653 (R HLo6T 1,088 7,511 1,058 DO
O expariing ¢onntries
20 Mlkl(ll\" bast W 1.0/ [N o K0 TAORN o8 [ i/ 86}
' Abtica 3} ? | 3 0 8] 0 | 0 4
1o Othetal aned prsate gansactions e nuehelable TS Treasiny secunties Tavine an 20 Comprses Badnani, han, Teag, kuwait, Onean, Qatar, Saudi Avabu, dond thinted A

onptat matunty of more i one sear Dak are: based onemonthly tansictions eporis
acludes nonmarketable 1S Treasany bonds and notes Bekd By oftical mshiiitions of toregm
countes

Fanwrates Chracial Stages)

3 Comprises Atpera Guborn, 1ty wod Nergerne

e o e . ' . e |
3200 DISCOUNT RATES OF TOREIGN CENTRAL BANKS
Pereent per yew, werages of daly figues
IRde on June 3019960 Rate on hawe 30, 19960
Conntiy Counliy )
v Nonth o Month
Porcent ellective Percent cllecine
Austita, v Apr 199G Giermtany vy Apr 1996
Belyum L Apr 199y Italy 90 June 199y
Canala n 0 Apr 1996 Japan D Sept 908
Denmarh 30y Apr 1946 Netherbanods 'S Apr 1996
Erance 36 Tune 1994 Swilzerlawd I Dec, 199y
I Rates shown wae mianly those at wluch the cennal bank either discounts o ke Do Smee debruarny TYRTL the vate has been that ae whiel e Bank of Eranee discounls

adyances aganst chpble connneraad paper o povermient secannes for connmercrad bianks oo
brokers. For counties wih nioge than one e apphesble o such discounts o5 advances the
rale shown s the one ab which it s undestood ahat tie contral bank tansacts the fupest
proputhion ol its credit operations

Licasury bills Tor seven o wen days

327  FOREIGN SHORT TERM INTEREST RATES!
Pereent per yew, averages ol daily figares
199y toun
Lype or country [DER 19u1 1994 -
et lan teb Mo Apt May I
I Lwadolis N Xt RRR 901 ) S v 8 s 0 3306 Yo
2 Unsted Kingelom REhh S8 H 61 o [} 613 60 59/ 603 2 R0
3 Canada . v AR /1 R SR AN RIS 503 [ L8/
b Gemany AN IRt [N iy 451 i §0n P 519 (D)
5 Switzerland () (XI5 gy (IR 6% tot fas a8 19 L]
6 Netherlads 0 /3 209 10 398 10 300 10y T R4 Jol > 81
/ Lrance . K10 N 641 S/ Ian P Pl 38/ 378 181
8 ltaly . s . 10 09 LRy 10 13 [RURYA 100y 9 vl 98 960 R 8% 8 /1
9 Beipum 310 NN 173 L (Y i LIRS LR D i
1 Tapan 90 ' 120 AN AN al o0 al 00 51

Rates are for thiee month wteibank lowns, with

e Tallowmy exceptions Cang

frnee company papers Belsiuoy, tiee montly Freaswy hidlscand Japan, C1 rae

wht



AG2  International Statistics [ I August

328 FOREIGN EXCHANGE RATES!

Curreney units per dollar exeept as noted

1996

Conoby foneney wint 1043
U Astaliaddolla o o 01993
2oAusta/schilline 0 . 1163
3 Relpnun/bian . 31581
4 Canadaddalla . . 12902
3 Chinag 7R Avuan . 3 179N
6 Denmark/hrone . [(RRN
7 Dwland/markka .o NIRRT
B D nanceffrang 5 06604
Y Germany/deutsche mak (RS
) Cirecce/diachnt LRUNR
11 Hong Konp/doila . INERY
LY ndfiupee . . 3000
13 hrelandd/pound . 116 1/
L Daby/ina . 17341
Iy Fapan/ye Coe . LI OR
16 Mataysiy/oine el . RV
17 Nethedands/palder . - [IERE S}
(8 New Zedland/dotio . R
19 Norway fheone 71009
200 Pogtupatfes ndo 161 08
21 Smvaporerdolla LOIAS
22 South Atncadand | 10100
3 South Kowafswon . 8O0~ /5
L Spam/pescta 17708
™ oS Eankafiupee I8
260 Swedenzhiona i 7195
24 Swtzetkand lrane . . (YA
I8 Tansanfdotla 260 Ho
" Lhalandzbalit . . IR R
30 Unded Kagdom/pound 15016
MO
1 Unted Statesdolta . 03 4%

L

199}

73161
114
33 0
13661
KO0
IR
S Ro
NS
(IR
a0

/1290
39
ooy
LY
10218

(RTRRY

| ¥190
S 3NK

10553
Ty 91

[FRRYA
3950
806 03
[RER
010
77160
366/
2616
Iy lol
[RENN]

CINEE]

19495

Jho/3
10076
RN YA
[IRVAR]
8 100
NG
L3703
86T
(IR
IR Ih

ALY
37 MR
Tolr 35
(KGOS
9340
RIRUFA)
oot
or 62
0,435
110 8%

[
3 OIR0
1128
ol
SO
/106
(IR
HORDA
290
I8 /.8y

%105

Lan

AR
10 206
W ORT
13069
3N
306018
b0
SO/
1163y
YR Y

IARD)
AR
15818
18R/
[[GANA

Y8501

I 6338

o6 {9

[N REA
15190

[IRRAN
fatld
I8/ 13
[1338
NIRRT
0./
IR
2700
25,208
19288

PSSR

beh,

15557

10371

ALTES
[IRTAN
hIRRRA
REYAD)
IR
Y0110
11604

RERIR

N ARE}
HORDA
P3RL10

SO0

WD)
ARy
LG
af Hn
GHOR

19249

Ly
L0
SN0
12360
AR AT
68115
Viun/
RVAE.SY
2y 250
1533 60}

B b

Mai,

ZAR
10,391
HURYAl
1 3650
831y
5700
-} 6066
SONK8
| 47706
JH N

[ ARS}
(R b}
In7 21
[0203
10391
25/
1 6SHY
[
642177
[RRAUR]

[WRISNAY
39091
/81 31
12439
RRNAY
O /3%
| 1959
27400
25051
15771

d6 5/

t0

Apy

18500
10 580
3002
[IRRURS
EIRRht
SULLE
VO8N
S
15018
RN

AR}
v
15051

505 060

1720
RN
1 6805
68 11
64001

IR

(IR
(IR
/80
[REND]
Stiod
o /1
L2180
2/ 188
2890
151 60

BV RIS

May

79700
10,7872
31502
13694
K 4179
S.9160
RIVARS
RE RS
(IR
ALY

1.1363%
35005
156
1,556 71
6, 8
2930
17135
a8 /1
[{RYAL
15751

[Nt
ARV
180 86
1274
b ROY
O /984
JIRR R
RER Y
25089
15152

BN

1

Tune

/()‘ljl)
16,755
3443
13058
R 4421
SR
40710
9148/
1 5782

ML

7.0104
39 100
158 31

230

108 96
ERUI
17120

67,050
63316

15740

14090
[RRYE)
T8Iy
[RERY)
55509
6080/
12979
21004
25351
(5416

R 10

I Aserages of certified noon bhuyamg rares m News York for cable tansteis Dats i tlas
table also appear mthe Board™s Gy 0105y maonthly stansteal elease For ordenmg addeess,

see nsade front cover
2o Value i US cents,

Londes of werhted average exehange vidue ot U8 dotlin apamst the cutienctes of len

mdastial cotntnes

The wepht for eacly ot the en countries o the 1972 76 average

world

Gade ol tar country divided by the average world tade of ali e countnes combined, Seves
tevsed s of Auvist VIR see Federal Reserve Ballenn vol 61 tupast 197%), p 700)



Guide to Statistical Releases and Special Tables

STATISTICAL RELEASES- List Published Semiannually, with Latest Bulletin Reference

Anticipated schedule of release dates for periodic releases oo June
SPECIAL TABLES  Data Published Irregularly, with Latest Bulletin Reference

Title and Date

Assets and liabilities of commercial banks

MtCI L, L3 August
JUNE B0, OO November
September 30, 1993 February
DeCeiiber B, L May
Terms of lending at commercial banks

AU L November
N OV L e e February
Lebruary 1996 May
May L9006 o August
Assets and liabilities of U.S. branches and agencies of foreign banks

March B L, L L October
JUNC B0, LO0 S November
SePlemIber B0, LS tebruary
December B, L0 L May
Pro forma balance sheet and income statements for priced servvice operations

MarCh B, 00 L August
JUNE B0, LS e e October
September 30, 1000 L January
VB R B, 000 July

Assets and liabilities of life insurance companies
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September 30, 199} May
December 31, 1991 August
September 30, 1992 March

Residential lending reported under the Home Mortgage Disclosure Act
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1993
1994
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Commercial and mdustial toans

Special Tables T August 1996

TERMS OFF LENDING AT COMMERCIAL BANKS

Survey ot Loans Made, May 6 10, 1996'
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Commercial and mdwstial loans Contmued
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Commercial and industiial loans

Continued

Continued
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4.23  TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, May 6 10, 1996' - Continued

NOTES

L. The suevey ol lenns of bank lending 1o bosiness collects data on gross loan extensions
made duting the first tull business week in thie mid-month ol cach quatter by a sanple of 340
commercial banks of all sizes. A sample of 250 banks wepots loans to faumers, The sample
dataate blown up to estimate the lending feons at all wswed commerctal banks during that
week. The estimated terms of bank fenduig are not mtended tor use incollecting the terms of
loans extended over the entite quatter o 1esiding i the pottiolios of those banks. Constiue-
tion and land development foans mddude both unsecwied oans and loans secwed by eal
estate, Thus, some of the construction and Land developnient loins would be teported on the
stitement of condition as eal estate foans and the emainder as busiess toans. Mortgage
loans, purchased Toans, foreign loans, and loans ot fess that $1,000 we excluded om the
survey. As of September 30, 1990 assets of most of the Lige banks were at least $7 O biltion.
For all msuted banks, total assets averaged $275 million

2 Average matutities we weighted by foan siz¢; excludes demand loans,

3. Liffective (compounded) annual interest rate caleudated (tom the stated 1ate and otlier
terms of the loans and weighted by loan size.

4. 'Lhe chances are about two out ol thiee that the average 1ate shown would diller by less
than the aniount of the standard error lrani the aveage tate that would be lound by a complete
survey of lending at sl banks.

5 The tate used 1o price the Tagest dollin volume of Toans. Base pricing vates include the
prone tate (ometines aetered to s a bank™s “hasic™ or “reterence” vate); the federal funds
ritte; domestic money manket rates other than the federal junds vaies foreign money mathet
natesy and ozher base tates not included m the (oregoing classitications

6. Ovenight boans matwre o the tallowing business day.

7. Demand loans have ao stated dite of matarity.

& Nommal (not compounded) annual interest rate caleulated from the stated tate and ather
tetms of the loans and werghied by loan size.

9. Caleudated by weighting the prime tate repotied by cach bank by the volume o loans
wpotted by that bank, suuming the results, aud then averaging over ail reporting banks

10, The propottion o loans made at rates below the prime may vary substantially rom the
propotton ol sucl foans outstanding m banks” porttolios,



Index to Statistical Tables

References are to pages A3 A67 although the prefix “A’"is omitted in this index

ACCEPTANCLS, bankets (See Bankers acceptances) Deposits (See also specific types)
Agricultural loans, commercial banks, 19, 20 Banks, by classes, 4, 17 21
Assets and liabilities (See also Forcigners) Federal Reserve Bunks, 5, 10
Banks, by classes, 17 21 Interest tates, 15
Domestic {inance companies, 33 Turnover, 16
lederal Reserve Banks, 10 Discount rates at Reserve Banks and at foreign central banks and
Financial institations, 25 lorcign countrics (See Interest rates)
Foreign banks, LLS. branches and agencies, 21 Discounts and advances by Reserve Banks (See Toans)
Automobiles Dividends, corporate, 32
Consunier installment credit, 36
Production, 44, 45 EMPLOYMENT, 42

Lurodollars, 23

BANKERS acceptances, 10, 11, 19- 22,23 : leage 1o
Bankers balances, 17- 21, (See also Poreigners) FARM mortgage loans, 55
Bonds (See also U.S. government sceutitics)

New issuces, 31

Rates, 23
Branch banks, 21
Business activity, nonfinancial, 42
Business toans (See Commercial and industrial toans)

Federal agency obligations, 5, 9, 10, 1, 28, 29
Federal credit agencies, 30
Federal finance
Debt subject to statutory limitation, and types and ownership
of gross debt, 27
Receipts and outlays, 25, 26
Treasury financing ot surplus, or deficit, 25
Treasury operating balance, 25
CAPACTTY utilization, 43 Federal Financing Buank, 30
Capital accounts Federal funds, 0, 19, 20, 21, 23, 25
Banks, by clusses, 17 Federal Homie Loan Banks, 30
Federal Reserve Banks, 10 Federal Home Loan Mortgage Corporation, 30, 34, 35
Central banks, discount rates, 61 Federal Housing Administiation, 30, 34, 35
Cettificates of deposit, 23 I*tcdcrul Land Banks. 35 L R
Conunercial and industrial loans Federal National Morigage Association, 30, 34, 35
Commercial banks, 19, 20 FCd,ch .R.CSCI'VC Banks
Weekly reporting banks, 19 21 ( (_mchtmn sl:ncm'cnl‘ 10
Commercial banks Discount rates (See [nterest rates)
Assets and liabilities, 17 21, 64 67 U.S. government seeurities held, S, 10, LI, 27
Federal Reserve credit, 5, 6, 10, 11
Federal Reserve notes, 10
Federally sponsored credit agencices, 30
linance companies
Assets and liabilities, 33
Business credit, 33
1.0aus, 36
Paper, 22, 23
Financial institutions, loans to, 19, 20, 21
Float, S
Flow of funds, 37 -41
Foreign banks, assets and liabilitics of U.S. branches and
agencies, 20, 21
Foreign curreney operations. 10
Foreign deposits in ULS. bunks, 5, 20
Foreign exchange rates, 62
Foreign trade, 51

Commercial and industeial loans, 17-21
Consumer loans held, by type and terms, 36
Deposit interest rates of insured, 15
Loans sold outright, 20
Real estate mortgages held, by holder and property, 35
Terms of lending, 64 67
Time and savings deposits, 4
Commercial paper, 22, 23, 33
Condition statements (See Assets and liabilitics)
Construction, 42, 46
Consumer instaliment credit, 36
Consumer prices, 42
Consumption expenditures, 49, 50
Carporations
Profits and their distribution, 32
Security issues, 31, 61
Cost of living (See Consumer prices)

Credit unions, 36 Forcigners

Currency iu cireulation, 5, 13 (*,I‘“[“‘;* on, 52, 55, 56, 57, 59

Customer credit, stock market, 24 [iabilities to, 20, 51, 52, 53, 58, 60, 61

GOLD

DEBITS to deposit accounts, 16 Certificate account, 10

Debt (See specific types of debt or securities) Stwock, 5, 51

Demand deposits Government National Mortgage Association, 30, 34, 35
Banks, by classes, 17 21 Ciross domestic product, 48
Ownership by individuals, partnerships, and

corporations, 20, 21 HOUSING, new and existing units, 40

Turnover, 16

Depository institutions INCOME, personal and national, 42, 48, 49
Reserve requirements, 8 [ndustrial production, 42, 44

Reserves and related iterns, 4, 5, 6, 12 Installiment toans, 36



[nsuratce companies, 27, 35
[nterest rates

Rounds, 23

Commercial banks, 64 6/

Consunier installment credit, 36

Deposits, 15

Federal Reserve Bunks, 7/

Foreign central banks and (oreign countiies, 61

Money and capital markets, 23

Mortgages, 34

Prinie rate, 22
International capital transactions of United States, 50 61
International organizations, 52, 53, 55, 58, 59
Inventories, 48
lavestinent companies, issucs and assets, 32
lnvestments (See also specific 1ypes)

Banks, by classes, 17 24

Commercial banks, 4, 17 21

Federal Reserve Banks, (0, 11

Financial institutions, 39

[.LABOR lorce, 42
Life insurance companies (See lnsurance contpanics)
Loans (See also specific types)

Banks, by classes, [7 21

C'ommercial banks, 17 21

Federal Reserve Bauks, 5, 0,7, 10, 11

tinancial institutions, 35

Insured or guaranteed by United States, 34, 35

MANUFACTURING
Capacity utilization, 43
Production, 43, 45

Margin requirements, 24

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 6
Reserve requirements, 8

Mining production, 15

Mobile homes shipped, 46

Monetary and credit apgrepates, 4, 12

Money and capital market rates, 23

Money stock measures and components, 4. 13

Mortgages (See Real estate loais)

Mutual funds, 32

Mutual savings banks (See Theift institutions)

NATIONAL defense outlays, 26
National income, 48

OPEN market transactions, 9

PLERSONAL. income, 9

Prices
Consumer and producer, 42, 47
Stock market, 24

Prime rate, 22

Producer prices, 42, 47

Production, 42, 44

I’rolits, corporate, 32

REAL estate loans
Ranks, by classes, 19, 20, 35
Terms, yields, and ativity, 34
T'ype ol holder and property motlgaged, 35

Repurchase agreenients, 6
Reserve requirements, 8
Ruserves
Commercial banks, 17
Depaository institutions, 4, 5, 6, 12
I‘'ederal Reserve Banks, 10
LLS. reserve assets, 51
Residential mortgage loans, 34
Retail erede and retail sades, 36, 42

SAVING
Flow of funds, 37 41
National income accounts, 48
Savings mstitutions, 35, 30, 37
Savings deposits (See Time and savings deposits)
Sceurities (See also specific types)
Federal and federally sponsored eredit apencies, 30
Loreign transactions, 60
New issues, 31
Prices, 24
Special drawing rights, 5, 10, 50, 51
State and local governments
beposits, 19, 20
[oldings of U.S. povernment seeurities, 27
New security issues, 31
Ownership of sceurities issued by, 19, 21
Rales on seeurities, 23
Stock miarket, selected statistics, 241
Stocks (See also Sccurities)
New issues, 31
Prices, 24
Student Lo Marketing Association, 30

TAX receipls, federal, 20

Thiilt insututions, <. (See also Credit unmons and Savings
institations)

Time and savings deposits, 4, 13, 15, 17 21

Trade, loreign, 51

Treasury cash, Treasury cutrency, 5

Ticasury deposits, 5, 10, 25

Treasary operating balance, 25

UNEMPLOYMENT, 42
LS. government balances
Connnercial bank holdings, 17/ 21
Treasury deposits at Reserve Banks, 5, 10, 25
U.S. povernment securities
Rank holdings, {7/ 21,27
Dealer transactions, positions, and financing, 29
tederal Reserve Bank holdings, 5, 10, 11, 27
Foreign and international holdings and
transactions, 10,27, 6t
Open markel transactions, 9
Outstanding, by type and holder, 27, 28
Rates, 23
ULS. international transactions, 50 62
Utilities, production, 45

VICTERANS Administration, 34, 39

WELKLY 1epoiting banks, 1/ 21
Wholesale (producer) prices, 42, 4/

YIELDS (See Interest rates)
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Federal Open Market Committee
and Advisory Councils

FEDERAL OPEN MARKET COMMITTLL

MEMBIRS
ALAN GREENSPAN, Chairman WiLLiam J. McDoNouaH, Vice Chairman
LpwarDp . Borense LawRrENCE B, LINDSEY Aricr M. Rivian
Jerry [ JorDAN Rosert D, MOTrER, IR GARY H. SrerN
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SUSAN M. Pririrs

ALTERNATE MEMBERS
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RictarD G, TiiGiMan, Fifth District Crart s 1. Doy, Eleventh District
CHARLES H, Ricr, Sixth District WiLLIAM 15 ZueNDi, T'wellth District

Hergrre V. ProcuaNow, Secretary Emeritus
Jamrs ANNABLE, Co-Secretary
Wit t1am J. Korsvik, Co-Secretary
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Roprerr G, Grikr, Houston, ‘Texas

Kennero R Harney, Chevy Chase, Maryland
Gall K. Hinsesrann, San Francisco, California
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THRIFT INSTITUTIONS ADVISORY COUNCI,
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MARGOT SAUNDERS, Washington, D.C".
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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) 728-3886. You may also use the publications order
form available  on the  Boards World  Wide  Web  site
(http://'www.bog.trb.fed.us). When a charge is indicated, payment

should accompany request and be made payable to the Board of

Governors of the Federal Reserve System or may be ordered via
Muastercard or Visa. Payment from foreign residents should be
drawn on « U.S. buank.

BOOKS AND MISCELIANEOUS PUBLICATIONS

Tur FEDERAL RESERVE SyS1emM—PURPOSES AND FUuNCLIONS,
1994. 157 pp.

ANNUAL REPORT,

ANNUAL Rrport: BunGrt Review, 1994 95,

Fenrratl Restrve Butieoin, Monthly. $25.00 per year or $2.50
cach in the United States, its possessions, Canada, and
Mexico. Elsewhere, $35.00 per year or $3.00 each.

ANNUAL STATISTICAL DhGesT: period covered, release date, num-
ber of pages, and price.

1981 October 1982 239 pp. $ 6.50
1982 December 1983 266 pp. $ 7.50
1983 October 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
198089 March 1991 712 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 INTEREST AND EXCHANGE RATES — WERKT Y SERIES OF
CuArts. Weekly. $30.00 per year or $.70 each in the United
States, its possessions, Canada, and Mexico. Elsewhere,
$35.00 per year or $.80 each.

THe Funeral RestrvE Acr and other statutory provisions atfect-
ing the Federal Reserve System, as amended through August
1990. 646 pp. $10.00.

REGULATIONS OF THE BOARD 0F GOVERNORS OI THI. FLDERAL
RESERVE SYSTEM.

ANNUAL  PercenNtaGr Rare ‘Taprrs (Truth in Lending-—
Regulation 7)) Vol. [ (Regular Transactions). 1969. 100 pp,
Vol. I (Itregular Transactions). 1969. 116 pp. Each volume
$2.25.

GUIDE 10 THE Frow ot Funps AccounTs. 672 pp. $8.50 cach.

FEDERAL RESERVE REGUIATORY SERVICE. Loose-leaf; updated
monthly. (Requests must be prepaid.)

Consunier and Community Aflairs Handbook. $75.00 per year.

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 far subscribers outside the United States are as follows
and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Fach Handbook, $90.00 per year.

FEODERAL REFSERVE REGUI ATORY SERVICE FOR PERSONAL
C'oMpu I'ERS. Diskettes; updated monthly.

Standalone PC. $300 per year.

Network, maximum | concurrent user. $300 per year.

Network, maximum 10 concurrent users, $750 per year.

Network, maximum 50 concurrent users. $2,000 per year.

Network, maximum 100 concurrent users. $3,000 per year.

Subscribers outside the United States should add $50 to cover
additional airmail costs.

THi U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A Mut1l-
COUNTRY MobiL, May 1984. 590 pp. $14.50 cach.

INDUSTRIAL  PRODUCTION— 1986 LipirioN,  December
440 pp. $9.00 cach.

FINANCIAL Furures aND Oprions N ik US. Bconowmy,
December 1986, 264 pp. $10.00 cach.

FINANCIAL SECTORS IN OPEN ECONOMIES: LEMPIRICAL ANALY-
s1s AND Poricy [ssuEs. August 1990. 608 pp. $25.00 cach.

1986.

EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies are
avdilable without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

A Guide to Business Credit for Women, Minorities, 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 Committecs

A Consumer’s Guide to Mortgage Lock-Ins

A Consumer’s Guide to Mortgage Settlement Costs

A Consumer’s Guide to Mortgage Refinancings

Home Mortgages: Understanding the Process and Your Right
to Fair Lending

How to File & Consumer Complaint

Making Deposits: When Will Your Money Be Available?

Making Sense 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



STAFEF STUDIES: Ounly Summaries Printed in the

Studies and papers on cconomic and financial subjects that are of

BULLETIN

general interest. Requests to obtain single copies of the full text or
to be added to the mailing list for the series may be sent to
Publications Services.

Staff Studies =157 arc out of print.

158,

159.

160),

161.

162.

THE ADEQUACY AND CONSISTENCY OF MARGIN REQUIRE-
MENTS IN T MARKETS FOR STOCKS AND DERIVAIIVE

Pronucrs, by Mirk J. Warshawsky with the assistance of

Dietrich Harnhart. September 1989, 23 pp.

NEwW DATA ON 1HE PERFORMANCE OF NONBANK SUBSIDI-
Arits OF BAnk HotoinG Comranies, by Nellie Liang and
Donald Savage. F'ebruary 1990. 12 pp.

BANKING MARKETS AND THE USE OF FINANCIAT SER-
VICES BY SMALL AND MEOIUM-SizeD  BusiNesses, by
Gregory b, lillichausen and John D). Wolken. September
1990. 35 pp.

A REVIEW oF CORPORATE RESTRUCTURING ACTIVILY,
1980-90, by Murgaret Hastings Pickering, May 1991,
21 pp.

LIVIDENCE ON THE 5171 OF BANKING MARKELS FROM MORT-
GAGE LOAN RATES IN TweENtY Crries, by Stephen Al
Rhoades. February 1992, 11 pp.

163,

104,

165.

1606.

167,

168,

16Y.

CLEARANCE AND SETILEMENT IN US. SECURITIES MAR-
kETs, by Patrick Parkinson, Adam Gilbert, Limily Gollob,
Fauren Hargraves, Richard Mead, Jell” Stehm, and Mary
Ann Taylor. March 1992, 37 pp.

T 1989 92 Crevrr CroNcn ror Reat Bstate, by
James T, Fergus and John [ Goodman, Jr. July 1993,
20 pp.

THE DEMAND FOR TRADE CREDIL: AN INVESTIGA TION OF
MoTtves FOR TrADE CREDIT USE BY SMALL BUSINESSES, by
Gregory 1 Ellichausen and John D. Wolken. September
{993, (8 pp.

Tre HeoNomies o tHE Privari PLACEMENT MARKET, by
Mark Carey, Stephen Prowse, John Rea, and Gregory Udell.
January 1994, (11 pp.

A SUMMARY OF MERGER PERFORMANCE STUDIES IN BANK-
ING, 1980-93, AND AN ASSESSMENT OF THE “OPERATING
PERFORMANCE” AND “HveNT STUDY” METHODOLOGIES,
by Stephen AL Rhoades. July 1994, 37 pp,

Tue PEeoNomies or ruk Privark BQuirty MARKET, by
George W. Fenn, Nellie Liang, and Stephen Prowse. Novein-
her 1995, 69 pp.

BANK MERGERS AND INDUSTRYWIDE STRUCTURLE, 1980 94,
by Stephen A, Rhoades. February 1996, 32 pp.
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Maps of the Federal Reserve System
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LLEGEND
Both pages
B 'cderal Reserve Bank city

Bouard of Governors of the Federal
Reserve System, Washington, D.C.

NoOTE

The Federal Reserve officially identifies Districts by number
and Reserve Bank cily (shown on both pages) and by letter
(shown on the facing page).

In the 12th District, the Scattle Branch serves Alaska,
and the San Prancisco Bank serves Hawaii.

The System serves commonwealths and territovies as
follows: the New York Bank scerves the Conmimonwealth

lacing page
* licderal Reserve Branch city

Branch boundary

ol Puerto Rico and the US. Virgin lIslands; the San
Francisco Bank serves American Samoa, Guam, and the
Commonwecalth 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

FEDERAL RESERVE BANK

branch, or facility 7ip
BOSTONY ................ 02100
NEW YORK* (... 10045
Bultalo ... 14240
PHILADELPHIA oo 19105
CLEVELAND? ... 44101
Cincinnati ... 45201
Pittsburgh ... 15230
RICHMOND?® .. oo, 23219
Baltimore ...l 21203
Charlotte ... 28230
Culpeper oo 22700
ATLANTA ... 30303
Birmingham ..............0 35283
Jacksonville ... 0032231
Miami ... 33152
Nashville ... 37203
New Orleans ..o 70101
CINCAGOY 60OV
Dettoit oo 48231
ST.LOUIS oo, 63166
Little Rock ............... 72203
Louisville ..o 40232
Memphis .o 38101
MINNEAPOLIS ............ 55480
telena ... 0059001
KANSAS CITY .......ooo00 04198
Denver oo 80217
Oklahoma City ........... 73125
Omaha ... 08102
DALLAS ... 75201
EEPaso oo 70994
Houston ..., 77252
San Antonio ..o 78295
SAN FRANCISCO ... ..., 94120
{.os Angeles ..o 90051
Portland ... 97208
Salt Lake City ............ 84125

Scattle ... 98124

Chairman
Deputy Chairman

President
First Vice President

Vice President
in charge of branch

Jerome H, Grossman
William €. Brainard

John €. Whitchead
Thotnas W. Jones
Joseph J. Casliglia

Donald J. Kennedy
Joan Carter

A. William Reynolds

G. Watts Humphrey, Ir.
John N. Faylor, Jr.
John I Ryan 111

Claudme B, Malone
Robert L, Strickland

Michael R, Watson

James O. Roberson

Hugh M. Brown

Danicl E. Sweat, Ir.
Donald E. Boomershine
Toan D. Rutfier
R. Kirk Landon
Paula Tovell
Lucimarian Roberts

Robert M. Healey
Lester H, McKeever, Jr.
vacancy

John ¥, McDhonnell
Susan S, Elliott

Janet M. Jones

John A, Williams

John V. Myers

Jean D. Kinsey
David A. Koch
[ane W. Basso

Herman Cain
A. Drue Jennings
Peter 1. Wold
Barry L. Eller
l.cRoy W. Thom

Cece Smith

Roger R. Hemminghaus
Patricia Z.. Holland-Branch
Issac 1 Kempner HI
Carol 1.. Thonipson

Judith M. Runstad
James A Vohs
Anita E. Landecker
Ross R. Runkel
Gierald R. Shenatt
George L Russell, Jr.

Cathy L. Minchan
Paul M. Connolly

William J. McDonough
Firnest I Patrikis

Lidward G. Bochne

William H. Stone, Jr.

Jerry 1. Jordan
Sandra Pianalto

J. Alfred Broaddus, Jr.
Walter A, Varvel

Jack Giuynn
Patrick K. Barron

Michuel 1, Moskow
William C. Conrad

Thomas C. Melzer

W. LeGrande Rives
Gary H. Stern

Colleen K. Strand
Thomas M. Hoenig

Richard K. Rasdall

Robert . McTeer. .
Helen EL Holecomb

Robert T. Parry
John F. Moore

Carl W, Turnipseed!

Charles A, Cerino!
Harold J. Swart!

Willizn J. ‘Pignanelli!
Dan M. Bechter!
Julius Maltnowski, Jr.”

James M. Mckee!
Fred R. Heir!
Jamnes D, Hawkins!
James T, Curry HI
Melvyn K. Purcell
Robert J. Musso

David R, Allardice!

Robert A. Hopkins
Thomas A. Boone
John P Baumgartner

John D, Johnson

Carl M, Gambs!
Kelly I. Dubbert
Harold .. Shewnmaker

Sammic C. Clay
Robert Smith, 1!
James L. Stull'?

Mark Mullinix!
Raymond ., Lauence!
Andrea P Wolcott
Gordon Werkema?

FAdditional offices of these Banks ae located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; East Ruthertord, New Jersey 070165 Jericho,
New York [1753; Utica at Otiskany, New York 134245 Columbus, Olo 43216; Columbia, South Carohina 292107 Chaleston, West Virginm 253115
Des Momes, lowa 50306; Indianapolis, Indiana 46204, Milwaukee, Wisconsin 53202; and Peotia, Hlinois 61607,

I. Senior Vice President.
2. Assistunt Viee President.
3. Executive Vice President




