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SURVEY OF FINANCE COMPANIES, 1996

Finance companies are major suppliers of credit
to consumers and businesses. The sector is made
up of roughly 1,250 nondepository financial
institutions, with 20 firms accounting for three-
fourths of the receivables. The Federal Reserve
System has been surveying the assets and liabili-
ties of finance companies, typically at five-year
intervals, since June 1955. This article summa-
rizes the results of the 1996 survey. Special
features of that survey are a breakdown of auto-
mobile leases into consumer and business com-
ponents and, relative to previous surveys, greater
detail on the composition of real estate credit
and more information on securitized loans and
leases.

THE ISSUANCE OF SERIES-1996 $100
FEDERAL RESERVE NOTES: GOALS,
STRATEGY, AND LIKELY RESULTS

In March 1996, the Federal Reserve began issu-
ing series-1996 $100 Federal Reserve notes.
Culminating a cooperative effort by the U.S.
Department of the Treasury and the Federal
Reserve System that dated from the 1980s, the
series-1996 note was the first major design
change in U.S. currency in sixty-six years. The
new note was developed to provide better pro-
tection for users of U.S. currency against the
growing threat of counterfeiting, especially that
posed by increasingly affordable and capable
color scanning and printing systems. This article
discusses the Federal Reserve’s strategy for
issuing newly designed $100 notes and says that
it appears likely to achieve its objectives: a
replacement of pre-series-1996 $100 notes that
is timely in relation to the developing threat of
counterfeiting, with a minimum impact on
holders and users of those notes throughout the
world.

OPEN MARKET OPERATIONS DURING 1996

During 1996, the Trading Desk at the Federal
Reserve Bank of New York managed reserve
conditions with the objective of maintaining the
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federal funds rate around the level desired by the
Federal Open Market Committee (FOMC). As
was the case last year, the need for permanent
reserve additions was relatively modest as
demand for currency grew moderately and
reserve requirements declined because of the
continued spread of sweep programs at commer-
cial banks. The decrease in operating balances
of depository institutions at Reserve Banks had
an impact on bank reserve management strate-
gies and the Desk’s choice of operations. The
Desk paid close attention to the daily pattern of
reserve demands and, by tailoring its operations
accordingly, maintained funds trading close to
the FOMC’s desired rate.

INDUSTRIAL PRODUCTION AND CAPACITY
UTILIZATION FOR MAY 1997

Industrial production increased 0.4 percent in
May, to 119.7 percent of its 1992 average, after
an upward-revised increase of 0.3 percent in
April. The utilization of industrial capacity
edged up 0.1 percentage point in May, to
83.7 percent.

STATEMENT TO THE CONGRESS

Alan Greenspan, Chairman, Board of Gover-
nors, presents the views of the Board of Gover-
nors of the Federal Reserve System on the
Financial Services Competitiveness Act of 1997,
a bill proposed to reform the Glass—Steagall
prohibitions to permit the affiliation of banks
and securities firms, and says that the Board
believes that this bill would improve the effi-
ciency and competitiveness of the financial ser-
vices industry and result in better service to
consumers but opposes the authorization of so-
called operating subsidiaries of banks to engage
in some financial activities not permitted to their
parent bank, before the House Committee on
Banking and Financial Services, May 22, 1997.
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Amendment to Regulation C.
Proposal to amend Regulation J.
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Publication of 83rd Annual Report, 1996.
Change in Board staff.

MINUTES OF THE MEETING OF THE
FEDERAL OPEN MARKET COMMITTEE
HELD ON MARCH 25, 1997

At its meeting on March 25, 1997, the Commit-
tee adopted a directive that called for a slight
increase in the degree of pressure on reserve
positions and that did not include a presumption
about adjustments to policy during the inter-
meeting period.

LEGAL DEVELOPMENTS

Various bank holding company, bank service
corporation, and bank merger orders; and pend-
ing cases.

COMBINED FINANCIAL STATEMENTS OF
THE FEDERAL RESERVE BANKS

These financial statements were prepared by an
independent accounting firm and certify the
combined statement of condition of the Federal
Reserve Banks as of the end of 1996 together
with related statements of income and changes
in capital.

A1l FINANCIAL AND BUSINESS STATISTICS

These tables reflect data available as of
May 28, 1997.
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Survey of Finance Companies, 1996

James D. August, Michael R. Grupe, Charles Luckett,
and Samuel M. Slowinski, of the Board’s Division of
Research and Statistics, prepared this article. Wayne
C. Cook, Pamela F. Gerbino, and Hank Leddon pro-
vided research assistance.

Finance companies are major suppliers of credit to
businesses for motor vehicles and other equipment
and to individuals for motor vehicles and other con-
sumer goods and services. Finance companies also
participate to a lesser extent in the provision of home
equity loans and commercial mortgages. At year-end
1996, the value of assets owned or securitized by
finance companies—total business and consumer
loans and leases and real estate—related receivables—
was slightly more than $800 billion. In funding these
receivables, finance companies have a sizable pres-
ence as borrowers in the markets for commercial
paper and corporate bonds and as issuers of asset-
backed securities.

Roughly 1,250 nondepository financial institutions
make up the finance company sector. These institu-
tions cover a broad range of types, from highly
diversified providers of financial services to narrowly
specialized firms and from multibillion-dollar organi-
zations with nationwide operations to local small-
loan companies with less than $10 million in assets.
Despite the diversity among firms, however, asset
ownership is heavily concentrated: More than three-
fourths of the industry’s receivables are owned or
securitized by the 20 largest firms (see box “Industry
Concentration,” p. 548).!

The Federal Reserve System has been surveying
the assets and liabilities of finance companies, typi-
cally at five-year intervals, since June 1955. The
quinquennial survey is designed primarily to estab-
lish benchmark data for the System’s monthly pub-
lished series on the outstanding receivables of finance
companies and to provide a comprehensive update on

I. Owned receivables are those assets that are held and financed
directly on the balance sheet. Securitized receivables—also referred to
within the finance company industry as “‘managed” receivables—are
those assets that have been securitized with servicing rights retained,
thereby generating fee income as off-balance-sheet items.

the sources of funds for these companies.? This article
summarizes the results of the most recent survey,
which covers balance sheet information as of
June 30, 1996.3 Special features of the 1996 survey
are a breakdown of automobile leases into consumer
and business components and, relative to previous
surveys, greater detail on the composition of real
estate credit and more information on securitized
loans and leases.* (See appendix A for details of the
survey’s sampling procedures and for balance-sheet
results by size of company.)

RECEIVABLES REPORTED BY FINANCE
COMPANIES

Over the period bounded by the last two surveys
(1990-96), the total value of receivables owned or
securitized by finance companies increased more than
50 percent, to $771 billion (table 1) (all survey data
reported here are as of June 30 of the relevant year).
Over that period, which encompassed an economic
recession and subsequent recovery and expansion,
industry receivables grew at a compound annual rate
of 7.3 percent, about 3 percentage points faster than
the growth of nominal GDP. Of special note in the
1996 survey data is the shift in the share of total
receivables from business, which declined seven per-
centage points, to consumers, which rose six points.
Even so, business receivables remained the largest
component as of mid-1996. The share of receivables
related to real estate in 1996, 13.5 percent, was
roughly the same as it was in 1990.

Another important development during the period
was the growth of securitization as an alternative to
on-balance-sheet financing. Securitization involves
pooling loans together, selling securities with the

2. Monthly data on finance company activities are collected on the
Domestic Finance Company Report of Consolidated Assets and
Liabilities (FR 2248; OMB No. 7100-0005) and published in the G.20
Federal Reserve Statistical Release, “Receivables Outstanding at
Finance Companies.”

3. The survey was originally scheduled for June 1995, but delays in
implementation caused a one-year postponement.

4. The confidentiality of data on individual companies precludes
reference to the position of particular firms in the various credit
markets.
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pooled loans as collateral, and removing the loans
from the balance sheet. Securitized receivables
jumped from $25 billion (5 percent of total receiv-
ables) in 1990 to $126 billion (16 percent of the total)
in 1996. Although consumer receivables continued to
represent more than half of total securitized receiv-
ables at mid-1996, securitized business receivables
expanded more rapidly over the period.

Business Receivables

Decades ago, consumer loans formed the largest part
of finance company assets, but business finance sur-
passed consumer finance in the mid-1970s, and has
exceeded consumer finance each year since then. At
$341 billion, or 44 percent of total receivables, busi-
ness receivables in 1996 were the largest part of
finance company operations. But in terms of growth
rate, business lending has fallen back; its 4.7 percent
compounded annual growth rate over the 1990-96
period was about half that of total consumer
receivables.

The financing of non-automotive capital equip-
ment formed the largest and fastest growing of the
three components of business finance, accounting for
60 percent of total business receivables in the 1996
survey, compared with about half in the 1990 survey
(table 2). The other two components of business
receivables at finance companies are motor vehicles
and a miscellaneous category (“‘other”) that includes
the financing of accounts receivable and whose share
dropped considerably from the earlier survey.

1. Muwor categories of finance company receivables
outstanding, owned and securitized, by category, 1990

and 1996
Billions Growth Share of total
of dollars (percent) (percent)
Cutegory
Cumu- | Annual
1990 1996 Tative tate 1990 1996
Total ............ 505.3 771.4 527 7.3 100 100
Ovwmed ......... 4804  645.0 343 3.0 95.1 83.6
Securitized ...... 249 1264 4084 314 49 164
Business ......... 2589 3413 38 47 51.2 44.2
Owned ........ 2558 3057 19.5 30 50.6 39.6
Securitized . ... il 356 LOSLS 503 6 4.6
Conzumer ....... 1852 3263 76.2 9.9 36.7 42.3
Owned ........ 1634 2590 58.5 8.0 323 336
Securitized ....|] 218 673 2092 207 4.3 8.7
Real gstate . ...... 612 1038 69.5 92 12.1 13.5
Owned ........ 61.2 80.4 3.2 4.6 12.1 10.4
Securitized ., .. na. 23.5 na.  na n.a 3.0
MemD
Total net assets ..| 530.7  824.6 554 7.6

NOTE. As of June 30.
n.a. Not available.

As business credit grew as a share of finance
company activity in the 1980s, finance companies
increased their share of all short- and intermediate-
term business credit, from about 19 percent in 1985
to 25 percent at the time of the 1990 survey (table 3).
Numerous factors played a role in the shift in market
shares between commercial banks and finance com-
panies. Although the relative importance of each
is not entirely clear, they likely included financial
deregulation, which created a more competitive envi-
ronment between bank and nonbank lenders; industry
consolidation, which sharply reduced the number of
commercial banks; risk-based capital regulations,
which increased the capital required of large portions
of the banking industry; and substantial loan losses,
which led many banks initially to tighten the terms
and standards for underwriting business loans and to
strengthen their capital positions.>

The slowing in the growth of business receivables
at finance companies during the current decade
reflects a less rapid pace of short- and intermediate-
term business borrowing in general, but also more
gradual gains in market share by these firms. A factor
that likely contributed to the latter development was
the opportunity perceived by the industy for substan-
tial profits in such consumer products as credit cards
and “subprime” (higher risk) lending.

Ironically, another factor helping to slow the
growth of business receivables at finance companies
may have been the relatively favorable macro-
economic conditions over the second half of the
1990-96 period. The strengthening economy of 1992
and beyond likely boosted the demand for financial
services by new and expanding small businesses, a
segment of the economy to which commercial banks
historically have been the major providers of credit
and other financial services. Data from the 1993
National Survey of Small Busiress Finances
(NSSBF) indicate that 41 percent of small businesses
obtained credit lines, loans, and leases from deposi-
tory lenders, including commercial banks and thrift
institutions, but only 19 percent of these businesses
turned to nondepository lenders, primarily finance

5. For a more complete discussion of factors affecting bank and
nonbank competition, see Rebel A. Cole, John D. Wolken, and
R. Louise Woodburn, “Bank and Nonbank Competition for Small
Business Credit: Evidence from the 1987 and 1993 National Surveys
of Small Business Finances,” Federal Reserve Bulletin, vol. 82,
November 1996, pp. 983-95, and other references contained therein.
See also Mark Carey, Mitchell Post, and Steven A. Sharpe, “Does
Corporate Lending by Banks and Finance Companies Differ? Evi-
dence on Specialization in Private Debt Contracting,” revision of
Finance and Economics Discussion Series 96-25 (Board of Governors
of the Federal Reserve System, January 1997).
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companies, for such credit products.® Strengthening
balance sheets of business firms since 1993 may have
encouraged banks to ease lending standards for their
business customers, and bank lending to businesses
in general has rebounded strongly since 1993
(although the bank share declined over the 1990-96
period as a whole).

As is true for business lending in general, the level
of business receivables at finance companies may be
understated to some extent by business use of credit
instruments treated in the statistics as consumer or
real estate loans. Many small business owners rely
on mortgages and personal credit cards to provide
part of their overall financing needs. For example,
39 percent of the respondents to the 1993 NSSBF
reported using a personal credit card for business
purposes.

Finally, 1995 revisions to the Community Rein-
vestment Act of 1977 require larger depository
institutions to disclose information about their small
business lending, thereby sharpening the focus on
such lending in the assessment of the performance
of creditors covered by the act.” These regulatory

6. The 1993 survey was cosponsored by the Federal Reserve Board
and the U.S. Small Business Administration to collect information
about the sources and types of financial services obtained by small
businesses. See Rebel A. Cole and John D. Wolken, “Financial
Services Used by Small Businesses: Evidence from the 1993 National
Survey of Small Business Finances,” Federal Reserve Bulletin,
vol. 81, July 1995, pp. 629-67.

7. The act was intended to encourage depository institutions o
meet the credit needs of households and small businesses in the
communities where the institutions are chartered. For a description of
the act and its evolution during the 1980s and 1990s, see Griffith L.
Garwood and Dolores S. Smith, “The Community Reinvestment Act:
Evolution and Current Issues,” Federal Reserve Bulletin, vol. 79,
April 1993, pp. 251-67.

changes may have prompted some depository lenders
to be more aggressive in seeking out opportunities for
lending to small businesses.

Equipment Finance

Equipment finance maintained a relatively strong
growth rate of 8 percent between benchmarks
(table 2). Details are not collected on the specific
types of capital goods covered by equipment finance,
but computers, other office machines, airplanes, and
construction equipment probably form the largest
subcategories. Leasing has long been the most com-
mon form of equipment finance provided by these
companies; in both the 1990 and 1996 surveys, about
two-thirds of equipment receivables were leases.

Motor Vehicle Finance

Motor vehicle finance reached nearly $90 billion in
June 1996. The wholesale category consists mainly
of inventory (“floor plan) financing for automobile
and truck dealers, provided chiefly by the finance
subsidiaries of the car and truck manufacturers. In the
1996 survey, finance companies had $32 billion in
wholesale motor vehicle receivables, about the same
as in 1990. However, a notable change from the
previous survey was the additional $22 billion of
securitized wholesale receivables. At the time of the
1990 survey, the practice of securitizing wholesale
receivables had just been initiated, and the total of
such instruments then amounted to only about $1 bil-
lion. About one-fourth of all business motor vehicle
credit is now funded by securitization.

2. Distnibution of business receivables vutstanding at finance companies, by category, 1990 and 1996

™ Share of category Share of total
Biltions of dollars Growth (percent) ( 0 {percent)
Category

1990 1996 Cumulative | Annual 1990 1996 1990 1996

Total .........oiiiinnnnn 258.9 341.3 318 4.7 100 100 100 100
Equipment ................. 129.4 205.0 58.4 8.0 100 100 50.0 60.1
Loans .............o.eeee 40.0 58.2 45.5 6.4 309 284 155 12.1
Leases ........oooiviienen 89.4 1379 54.2 75 69.1 67.3 345 40.4
Securitized ............... n.a. 89 n.a. na. n.a. 44 na. 2.6
Motor vehicle .............. 67.1 89.3 330 49 100 100 259 26.2

Wholesale

Loams ..ooooeveviinnns 329 323 -1.8 -0.3 49.0 362 127 9.5
Seci-uriﬂzad ............ 1.0 222 2,143.8 67.9 1.5 249 4 6.5
Loans .......coooeente 292 250 ~14.1 25 434 28.0 113 13
Leases ......coceeveeen 20 78 291.4 25.5 30 8.7 8 23
Securitized ........ 2.1 19 -7.6 -13 31 22 8 6
L8, 1. RN 624 47.1 -24.5 —4.6 100 100 24.1 13.8
Loans _....iicccvaiien . 624 4.6 -28.5 54 100 94,7 24.1 13.1
Securitized ............... n.a. 25 n.a. n.a. na. 53 n.a a

NoTE. As of June 30. n.a. Not available.
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Retail finance of motor vehicles for business
customers consists mainly of loans and leases to
relatively small businesses operating small fleets of
vehicles. (Larger companies typically obtain their
funds for financing such capital expenditures from
earnings and the direct issuance of debt in capital
markets.) As of June 1996, finance companies had
$25 billion in retail vehicle loans to businesses and
about $8 billion in retail leases; an additional $2 bil-
lion of retail loans and leases had been securitized.

Other Business Receivables

Little detail is available on the composition of
“other” business receivables. It includes commercial
accounts receivable, factored commercial accounts,
floor-plan loans for dealers in non-automotive goods,
and small cash loans to businesses or farms.® The
category declined over the period between bench-
marks, dropping from $62 biliion in 1990 to $47 bil-
lion in 1996.

Consumer Receivables

Consumer finance has been the fastest growing seg-
ment of finance company activities in the current
decade, expanding at a 9.9 percent compound annual
rate between the 1990 and 1996 surveys (table 4).
Consumer receivables, including securitized loans
and leases, reached $326 billion at mid-year 1996, up
from $185 billion at mid-1990. On the strength of a
three-fold increase in car and truck leasing, motor
vehicle finance has been the main force behind the
expansion of consumer receivables; it accounted for

8. “Other” business receivables refers to any loans or other types
of credit (including equipment operating leases) a survey respondent
reports after being queried about commercial vehicle loans, “floor
plan” financing (financing of inventory of motor vehicle dealers),
loans for business, industrial, and farm equipment, and most types of
leasing. See appendix B for added detail on “‘other” business
receivables.

two-thirds of total consumer finance in the latest
survey. Revolving credit (mainly credit card receiv-
ables) doubled during the period, but at $47 billion
still constituted a relatively small part of total con-
sumer finance. “Other”’ consumer loans, composed
of personal cash loans, sales finance contracts, and
other, smaller pieces, lagged a bit in growth. The lag
partly reflects the more widespread availability and
use of credit cards, which have become more conve-
nient substitutes for many types of consumer loans in
the “other” category.

Motor Vehicle Finance

The “‘captive” subsidiaries of the motor vehicle
manufacturers are by far the largest source of motor
vehicle finance among finance companies. Through
financial incentives and innovative products, the cap-
tives help their parent manufacturers smooth fluctua-
tions in motor vehicle demand arising from changes
in macroeconomic and financial market conditions.
In this regard, they have played a key role since the
mid-1980s in popularizing the motor vehicle lease as
a consumer product.

In 1985, revisions to the federal tax code phased
out the deductibility of interest payments on con-
sumer loans and thus boosted the relative appeal to
consumers of leases for financing the acquisition of
automobiles, light trucks, and sport utility vehicles.
In the latter part of the decade, automakers began
offering highly attractive lease terms as a marketing
tool through their finance company subsidiaries. They
reduced monthly lease payments by calculating them
with relatively low implicit interest rates and high
residual values (the latter of which results in less
depreciation to be financed by the lease payment);
this approach is a marketing strategy comparable to
that for sales earlier in the decade, in which they used
below-market interest rates on loans and cash rebates
to spur auto sales. Vigorous promotion of leasing was
extended to the light truck segment in the early
1990s. As a result of these developments, consumer

3. Selected domestic sources of short- and intermediate-term husiness credit, selected years, 1980-96

Outstanding (billions of dolars) Share of total (percent)
Source I
1980 I 1985 l 1990 1996 1980 | 1985 ] 1990 ! 1996
Total ...................... 4239 787.6 1,020.4 1,215.5 100 100 100 100
Commercial banks .......... 297.3 568.6 619.3 676.9 70.1 72.2 60.7 557
Direct (commercial paper) .. 40.5 n.7 1422 197.3 9.6 9.1 13.9 16.2
Finance companies ......... 86.] 147.3 258.9 341.3 20.3 18.7 254 28.1

NotTe. As of June 30.
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motor vehicle leases outstanding at finance com-
panies (including securitized leases) grew from an
estimated $22 billion in mid-1990 to a reported
$94 billion in mid-1996 (about 27 percent compound
annual growth).”

The surge in lease receivables has reestablished
finance companies as the largest supplier of motor
vehicle financing to consumers, a position that
commercial banks had held since the late 1950s.
Total consumer automotive receivables rose from
$118 billion to $217 billion at finance companies
from 1990 to 1996, whereas at banks such receiv-
ables rose during the period from $132 billion to only
$160 billion.'9 Although the lion’s share of such
growth at finance companies was attributable to leas-
ing, loans outstanding (both on book and securitized)
expanded 28 percent, a $27 billion increase that
nearly matched the increase at banks over the six-
year period. Finance companies took advantage of
continuing strong investor demand for asset-backed
securities to securitize most of the loan growth,
thereby restraining the growth of assets carried on
their balance sheets and thus minimizing the need for
direct financing. This move was probably instrumen-
tal in allowing the companies to maintain highly
favorable debt ratings while significantly expanding
their role as suppliers of motor vehicle finance.

9. The 1990 survey did not collect information on motor vehicle
leases separately for consumers and businesses; only the total was
reported. However, for comparison with results of the 1996 survey,
individual consumer and business components were eslimated using
the distribution reported in [996.

10. The bank data for these years do not include leases, but banks
have not been very heavily involved in that form of consumer
finance.

Revolving Credit

Revolving credit at finance companies consists
almost entirely of balances outstanding on credit card
accounts (revolving home equity loans are classified
as real estate debt). These receivables, including a bit
more than $6 billion of securitized credit card debt,
amounted to $47 billion in the 1996 survey, double
the level of outstandings in 1990. A substantial part
of these receivables—about $18 billion in mid-
1996—are originated and carried at bank subsidiaries
of large, diversified finance companies. However, in
view of the more than $450 billion of revolving credit
balances outstanding at all lenders as of mid-1996,
finance companies play a relatively small role in this
sector of the consumer finance market.

Other Consumer Receivables

“Other” consumer receivables comprises a diverse
mix of nonmortgage consumer loans, and they regis-
tered only slow growth over the 1990-96 period.
Personal cash loans, once the preeminent loan prod-
uct of non-automotive finance companies, is probably
the largest component of ‘“‘other.”!! Sales finance
contracts—loans made to finance the purchase of
specific items (such as furniture or appliances) and
usually originated by retail stores and sold to finance

I1. “Other” consumer receivables refers to loans and other types
of credit that a survey respondent reported after being queried about
loans to purchase motor vehicles, revolving lines of credit, and loans
secured by real estate. Companies were not requested to report any
detail for “other” consumer receivables; see definitions (appendix B)
for more information on this category.

4. Distribution of consumer receivables at finunce companies. by category, 1990 and 1996

_ Outstanding Growth Share of category Share of total
Category (billions of dollars) (percent) {percent) (percent)

1990 1996 Cumulative Annual rate 1990 1996 1990 J 1996

185.2 326.3 762 9.9 100 100 100 100
1182 217.3 838 10.7 100 100 63.9 66.6
96.1 123.0 28.0 42 81.3 56.6 519 317
79.8 86.3 8.1 1.3 67.5 39.7 43.1 26.4
16.2 36.7 1257 14.5 13.7 16.9 87 11.2
222 94.3 3254 273 18.7 434 11.9 289
222 86.7 291.3 255 18.7 39.9 119 26.6
na. 1.6 na n.a. n.a. 35 n.a. 23
23.3 46.5 99.1 122 100 100 12.6 14.2
225 40.1 78.7 10.2 96.2 86.4 12.1 12.3
9 6.3 621.5 39.0 33 13.6 5 1.9
43.6 625 433 6.2 100 100 23.6 19.2
39.0 45.8 17.4 27 894 732 21.1 14.0
4.6 16.7 260.9 239 10.6 26.8 25 5.1

Nott. As of June 30. n.a. Not available.
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companies—are also a sizable element of this cate-
gory. The importance of sales finance contracts and
cash loans has dwindled over the years as banks have
steadily moved toward the riskier end of the credit-
risk spectrum in their marketing of credit cards and as
a number of the large finance companies have estab-
lished credit card operations of their own. Mobile
home loans also are classified as “other” consumer
receivables and constitute the collateral behind most
of the securitized receivables labeled “other.”

Real Estate Receivables

With $104 billion in real estate receivables under
management in mid-1996 (table 1), finance compa-
nies inhabit only a small corner of the $5 trillion
market for residential and commercial mortgage
credit. Nevertheless, real estate lending has grown
vigorously at finance companies in recent years;
receivables increased at a 9.2 percent compound
annual rate between the 1990 and 1996 surveys.'?

The latest survey elicited more detail than did the
preceding surveys concerning types of real estate
loans outstanding. Loans to individual homeowners
on one- to four-family properties make up the largest
element of real estate lending, consisting in 1996 of
$47 billion in loans on book and another $23 billion
securitized. Commercial mortgages, including those
on farm and multifamily properties, amounted to
$33 billion.

Nearly all of the $71 billion in loans to individuals
represents home equity loans rather than loans to
purchase homes. Most commonly, the home equity
loans held by finance companies are closed-end with
fixed interest rates, but some companies also issue
home equity lines of credit, usually with adjustable
interest rates (separate figures on open- and closed-
end loans were not collected). Banks have the largest
presence in the home equity loan market; for June
1996, banks reported $146 billion of open- and
closed-end home equity loans on their books. Figures
for lenders other than banks and finance companies
are less precisely measured, but home equity credit in
total is estimated to have been about $320 billion in
mid-1996; finance companies were thus serving about
one-fifth of that segment of the mortgage market.

12. The quingennial survey does not collect information on the
lending activities of mortgage banking companies. These specialized
home mortgage lenders function primarily as mortgage originators,
financing their lending activities almost entirely through securitization
and generally carrying loans on their balance sheets pending future
securitization.

Industry Concentration

Like surveys in previous years, the 1996 survey revealed
further concentration among finance companies. For the
twenty largest firms ranked by total net assets, total
receivables as a share of total industry receivables
increased a bit, from 69 percent in 1990 to 71 percent in
1996 (table). Among the major categories of receivables,
only business receivables became less concentrated
among the twenty largest firms, but by only 4.percentage
points.

The concentration of consumer receivables. and real
estate receivables jumped during the intrasurvey period,
about 8 and 10 percentage points respectively. However,
the largest increase in concentration came in securitized
receivables, which rose 13 percentage points, to 55 per-
cent. As noted, the growth in both business and consumer
motor vehicle loans was financed in large part by
increased securitization, Larger, more well-established
securitization programs are likely to provide the greatest
cost benefits for their sponsoring companies because the
market yields on their securities generally require the
smallest risk premiums.

Proportion of finance company receivables, by
category, held at twenty largest finrms, 1990 and 1996

" Outstanding reoeivables at
m} twenty largest finance companies!
at all finance )
companies Amount Shg;ea:;ull
Category (bitlions (bitlions compéries
of dollars) of dollars) (percent)
1990] 1996 | 1990 [ 1996 | 1990 | 1996
Total ............ 5053 7714 3469 5472 686 709

Business .. 12779 3057 1867 1945 612 636
Consuimer . 141.3 2590 1096 2219 716 857
Real estate .......| 612 804 40.1 6l.1 655 760
Securitized ....... 249 1264 104 698 418 552
MEMO

Total net asséts ...| 530.7 8246 3796 6383 715 774

Note. As of June 30.
1. Ranked by total owned assets (excludes securitizad assets).

Although home equity loans extended by a finance
company typically rank below the top tier in credit
quality, interest rates for these collateralized loans
still tend to be lower than most credit card rates.
Moreover, home equity loans also feature longer
repayment periods than credit card debt. Thus finance
companies have marketed home equity loans, in part,
as a means of consolidating credit card debt because
doing so can reduce the borrower’s monthly pay-
ments substantially. Moreover, interest paid on a
home equity loan is a tax-deductible expense, provid-
ing an additional attraction for those who can itemize
such expenses on their tax returns.
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Home equity lending at finance companies has
grown markedly in the past three years or so, after a
period of sluggish growth in the overall market for
such credit. In the early part of the current decade,
stagnant or declining home values in many areas and
the recession’s overall damping effect on consumer
spending and borrowing deterred households from
taking on much additional home equity debt; more-
over, when interest rates fell to twenty-year lows in
1993, many homeowners liquidated outstanding
home equity loans in the course of refinancing all
their mortgage debt into one first-lien mortgage.!? By
1995, home values were advancing moderately, the
economy was stronger, and the wave of refinancing
had ebbed: Households were once again using home
equity to collateralize debt. Home equity loans from
all sources increased an estimated 11 percent in 1995
and 17 percent last year, to a year-end total of about
$350 billion. Growth at finance companies apparently
exceeded these aggregate increases in both years.!4

Finance companies appear to have increased their
presence in home equity lending even more rapidly
following the 1996 survey, funneling much of this
debt into securitized pools.!> Part of the recent growth
represents an attempt by finance companies to com-
pete for business going to the highly profitable credit
card segment of consumer lending, which is domi-
nated by banks; to do so, the finance companies have
expanded their use of subprime home equity loans as
a logical extension of their traditional business of
lending to individuals on a largely unsecured basis.

13. For a more complete discussion of the factors that limited
borrowing against home equity in the early 1990s, see Glenn B.
Canner, Thomas A. Durkin, and Charles A. Luckett, “Home Equity
Lending: Evidence from Recent Surveys,” Federal Reserve Bulletin,
vol. 80, July 1994, pp. 571-83.

14. Precise estimates of growth in home equity lending at finance
companies cannot be made for 1995 and 1996. As noted, the statistics
on real estate credit at finance companies were not disaggregated into
home mortgage and commercial components until the June 1996
survey, nor were comprehensive data on real estate securitizations at
these companies compiled until that time. Over the second half of
1996, the home mortgage component expanded at a 31 percent annual
rate.

5. The types of loans characterized by the “home equity” label
have expanded significantly in recent years. In the 1980s, the defining
characteristic of these loans was their status as second lien real estate
loans. They were used primarily for debt consolidation or home
improvement and also were characterized by relatively low balances,
shorter maturities, and low overall loan-to-value ratios when com-
bined with other mortgage debt of the borrower. In addition, most
borrowers were considered A-quality credits.

More recently, home equity loans have come to be defined prima-
rily by their status as nonconforming loans—including subprime
loans—owing either to their more flexible underwriting standards or
to the lower overall credit quality of the borrower. Thus, home equity
loans currently include first or junior lien loans that have fixed or
adjustable rates, that have relatively high loan-to-value ratios, and that
are used for home purchase, debt consolidation, or refinancing.

Subprime loans include those with more lenient
underwriting standards (such as high loan-to-value
ratios), those made to borrowers with blemished
credit histories, and those with both characteristics.
One such product introduced in just the past year is
the so-called one-twenty-five home equity loan, in
which the creditor will lend an amount that raises the
homeowner’s total mortgage debt to 125 percent of
the home’s estimated market value {(a condition that
effectively places at least part of the mortgage outside
the coverage of the collateral).

To assess the level of credit risk associated with
subprime lending, finance companies and other lend-
ers have come to rely increasingly on credit scoring
models as well as on more traditional methods of
evaluating credit risk. Credit scoring techniques have
been used by many lenders to increase underwriting
efficiency and reduce loss rates. These models use
statistical techniques to estimate the probability of
default on the basis of a variety of loan and borrower
characteristics. '®

SOURCES OF FINANCING AT FINANCE
COMPANIES

Finance companies traditionally have operated on a
relatively narrow base of equity. That base remained
remarkably stable at around 11 percent of total liabili-
ties and capital over the 1990-96 period (table 5). In
addition, borrowings from parent companies as a
share of total liabilities and capital also remained
unchanged at about 7 percent over the period.

The most striking change in the industry’s major
sources of financing since 1990 was the fairly sharp
decline in its reliance on commercial paper. Its use of
bank loans also slipped. The decline was more than
offset by increases in other borrowings in capital
markets—debt not elsewhere classified (NEC)—and
in miscellaneous categories of borrowing.

In part, the shift in industry financing from com-
mercial paper and bank loans to debt NEC and mis-
cellaneous debt likely reflected a pickup among the
highly rated companies in the use of medium-term
notes. The use of this type of financing increased
sharply over the 1990-96 period, especially since
1992, as many companies used their medium-term
note programs to lock in relatively low financing
costs for periods longer than those typically available

16. For a more complete discussion of credit scoring models, see
Robert B. Avery, Raphael W. Bostic, Paul S. Calem, and Glenn B.
Canner, “Credit Risk, Credit Scoring, and the Performance of Home
Mortgages,” Federal Reserve Bulletin, vol. 82, July 1996, pp. 622-48.
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5. Finance company liabilities and capital, 1990 and 1996

Qutstanding (billions of dollars) Growth (percent) Share of wotal {pescent)
Item

1990 1996 Cumulative Annual rate 1990 1996
Bank loans ............ocooiiiiiiinnen, 315 17.7 ~43.8 9.2 59 21
Commercial paper .... 164.0 169.6 34 6 309 20.6
Debt due to parent .............o00o00en 36.6 57.1 56.1 77 6.9 6.9
Debt not elsewhere classified ............ 171.7 323.7 88.5 11.} 323 39.3
Other .......... e 64.9 165.5 155.2 16.9 12.2 20.1
Total liabilities ..................... 468.6 733.6 56.5 78 88.3 89.0
Capital, surplus, and undivided profits .... 62.1 91.0 46.4 6.6 1.7 11.0

Total ..o 530.7 824.6 554 1.6 100 100

NoiE. As of June 30.

in the commercial paper market. For example, a
Federal Reserve survey found that medium-term
notes outstanding at finance companies, excluding
the auto finance companies, doubled from $39 billion
at the end of 1992 to $78 billion at the end of 1996.'7

As discussed above, finance companies have made
extensive use of securitization in recent years as a
means to fund the financial services they provide to
the business and household sectors. The standard
accounting practice is to treat the securitized receiv-
ables and the related securities as off-balance-sheet
items; viewed functionally, however, securitization
is best understood as a means of financing lending
operations that is closely akin to the issuance of
collateralized company debt.

Securitization was supporting 134 percent of the
industry’s total (balance sheet plus securitized) opera-
tions as of mid-1996, compared with 42 percent at
mid-1990. The proportions of total funding obtained
through traditional on-balance-sheet sources were
reduced accordingly. For instance, in the June 1996
survey, commercial paper was funding 17% percent
of total finance company activities, compared with
29% percent in the June 1990 survey.

DEVELOPMENTS SINCE THE JUNE 1996
BENCHMARK

In the nine months between June 30, 1996, and the
end of March 1997, the growth of finance company
receivables slowed marginally, as a surge in home
equity lending only partly offset a cooling of con-
sumer and business finance (table'6). The growth rate
of the business receivables component slackened only

17. See Michael P. O’Malley and Joyce A. Payne, 1996 Survey of
Corporate Medium-Term Notes,” Board of Governors of the Federal
Reserve System, April 1997.

moderately, but the composition of business credit
growth changed considerably. Equipment finance—
by far the strongest component between the
surveys—contracted slightly, and “other” business
credit reversed a long-term decline by growing at a
13 percent rate.

Consumer receivables at finance companies grew
at a substantially slower pace in the 1996-97 period
than they did in the preceding six years, a decline that
was in line with the trend in consumer borrowing
generally. Each component of consumer receivables
slowed to some extent in the latest period, particu-
larly motor vehicle finance. leasing continued to
grow rapidly but the amount of motor vehicle loans
outstanding was somewhat below its June 1996 level.

Real estate finance has expanded rapidly since the
middle of last year because of hefty gains in the
volume of home equity lending, as discussed above.

6. Major categories of finance company receivables, 1990,
1996. and March 1997

Outstanding Amnual growth rate
(billions of doilars) {percent)
Category
1990 | 1996 (MASh3L 190096 | 1996-97:
Total ............. 5053 7714 800.7 73 51
Business ......... 2589 341.3 348.4 4.7 28
Equipment ..... 129.4 205.0 2024 8.0 -1.7
Motor vehicle ..| 67.1 893 94.3 49 15
Other .......... 624 47.1 5.7 ~4.6 130
Consumer ........ 1852 326.3 336.8 929 43
Motor vehicle ..| 1182 217.3 2242 10.7 4.2
Revolving ...... 233 46.5 49.6 12.2 89
Other .......... 43.6 62.5 63.0 6.2 1.1
Real estate ....... 61.2 103.8 1155 92 15.0
Houscholds ... na. 707 85.1 na. 27.2
Commercial . ... n.a. 33.1 304 na. -10.9

NoTe. Includes leases and securitized receivables as well as loans on com-
pany balance sheets. Data for 1990 and 1996 are as of June 30.

1. Annualized percentage change from June 30, 1996, to March 31, 1997 (not
seasonally adjusted).

n.a. Not available.
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Loans to households grew at a 27 percent rate from
mid-1996 through March, but the overall gain in real
estate receivables was held to a 15 percent rate by a
decline in commercial real estate loans. Much of the
new volume was securitized: Finance company mort-
gages in asset pools increased at a 50 percent annual
rate.

As suggested by the developments in real estate
finance, securitization continued to find favor with
finance companies as a means to fund the growth of
receivables. In addition to their making sizable
increases in the amount of home equity loans they
pooled as backing for securities, finance companies
also securitized substantial amounts of credit card
receivables and non-automotive consumer loans.
Across all major categories of finance, securitized
receivables grew at an 8% percent annual rate in the
nine months through March 1997, while loans on
book increased about one-half that rate.

APPENDIX A: SAMPLING PROCEDURES

Pre-survey questionnaires were mailed to 3,017 com-
panies (the population-frame mailing list) that were
identified from the 1990 survey mailing list, the
Equipment Leasing Association of America, the
American Financial Services Association, and vari-
ous publications. Responses to the pre-survey ques-
tionnaire, as well as responses from follow-up sur-
veys, determined the sampling frame. Data were
collected on the size of the company, its primary type
of activity or specialty, and the classification of its
parent, if any. Companies were deleted from the
mailing list if they responded to the questionnaire
with information that showed they were out of busi-
ness, were sold to another firm, were not a finance
company, or were a subsidiary of another finance
company (table A.1).

A.l. Responses 1o tinance company survey, by disposition

of forms, 1996
Dispasition Number Percent
Total paniled ..........oo0ieielnl, 3.017 100
tormed . 2209 73.2
Usable ............co.coonen 859 285
Notusable ................... 1,350 447
Postel return ............... 836 217
Not-x Bnance company ..... 93 3t
Qut of business ............ 231 7.6
Finance company
subsidiary . 120 4.0
Bunk subsidiary 55 1.8
Other .......... 15 5
Notrewrned ................... 808 26.8

Follow-up surveys of both the nonrespondents and
the postal returns were taken to improve the sampling
frame and estimate additional companies that belong
in the population. With telephone follow-up methods
to expedite the data collection and improve the
results, a stratified random sample of 184 nonrespon-
dents yielded 60 usable companies. This outcome
allowed the addition of 263 companies to the popula-
tion in the same proportion as existed in the sample
regarding size and specialty class.

In a like manner, a stratified random sample of
120 postal returns yielded 16 usable companies.
Applying frequency rates to the usable postal returns
by size and specialty added an estimated 115 com-
panies to the population. Combining these estimates
with the number of usable companies from the pre-
survey mailing, the total number of finance compa-
nies in the population on June 30, 1996, was esti-
mated at 1,237.

The June 30, 1996, benchmark survey consisted
of two sample groups of companies: the 74 finance
companies surveyed monthly for the Domestic
Finance Company Report (FR 2248) and a stratified
random sample of 526 additional companies from
the population-frame mailing list. All of the
74 monthly reporters responded. A total of 157 of the
526 sampled companies responded, producing an
effective sample size of 231 companies. Despite the
low overall sample response rate of 38 percent, large
companies are well represented. Data were collected
from 58 of the 63 companies with assets greater than
$1 billion. These 63 companies are estimated to hold
about 95 percent of the total net assets of the industry.

Population estimates of assets and liabilities were
produced using the stratified mean expansion estima-
tor. Strata were based on the size and specialty of the
company. The estimator is defined as

N(h) * y(h)

Y=XY(h) =% i)

where

N(R) = total number of companies in stratum £
n(h) = number of sample companies in stratum h

y(h) = sample aggregate total for companies in
stratum h

Y(h) = estimated aggregate total for stratum h

Y = estimated national total.
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Millions of dollars

Item

ASSETS
Consumer receivables .................
Motor vehicle financing e
Loans ...
Leases .........ooooiiiiiiiiinnnn
Capital and leveraged ..........
Operating .............co.onnt
Revolving credit ..
Other ...t

Loans secured by real estate .......... )
One-to-four family homes .......... !
Commercial and farm .............. |

Business receivables ..................
Motor vehicle financing ............ |

Leases .............co.oiueennn
Capital and leveraged ........
Operating ..................0s

Business, industrial, and farm
equipment .............ccoiann
Loans (retail and wholesale) .....
Leases (capital and leveraged) .....
Other ... e
Non-motor vehicle operating leases ..

All other assets and receivables .......

Total assets, grOSS .......oooovoviviennns
Less reserves for unearned income ...
Less reserves for losses .............

Total assets, met ......................

LIABILITIES AND CAPITAL
Bank toans ...................o o
Commercial paper ...
Debt due to parent .........
Debt not elsewhere classified .
All other liabilities ....................
Capital, surplus, and undivided profits ..

Total liabilities and capital ...........

Mrmo
SECURITIZED RECEIVABLES

Consumer receivables ................. '
Motor vehicle financing
Loans .....cooiiiiiiiiiiniiinns .
Leases (capital and leveraged) .....
Revolving credit ....................
Other consumer receivables .........

Loans secured by real estate ...........
One-to-four family ..
Commercial and farm ...............

Business receivables ...................
Motor vebicle financing .............
Wholesale ...............oiiiial
Retail ...t
Loans ...
Leases ..........cooiiiiiiiiii
Capital and leveraged ........
Operating ....................
Business, industrial, and farm
equipment .....................
Loans (retail and wholesale) ......
Leascs (capital and leveraged) .....
Other ......ooviviiiniiii i

Total securitized receivables ..........

Number of companies responding

10 SUIVEY. oo eeeaeaenrnrninnnsn
Estimated number of companies

in population ....................

Size of company (net assets, millions of dollars)

All 5.000 T ] |
and more \ 1,000-4,999 200-999 50-199 | 1049 Less than 10

258,961 234,441 14,566 4,230 3.009 1,494 1,221
173,062 160,380 5,822 4,013 1,828 463 557
86,333 76.712 2,764 4,013 1,824 463 557
86,729 83,668 3.058 0 3 0 0
20,736 17,679 3,058 0 0 0 0
65,993 65,990 0 0 3 0 0
40.132 38.034 1,983 0 1 99 15
45,767 36,027 6,761 216 1,180 933 649
80,353 68,101 10,020 1,245 419 3N 197
47,258 38,526 8,086 6 217 257 165
33,095 29,575 1,934 1,238 203 113 32
305,722 225,528 54,752 17.501 5430 1.544 967
65,098 58.829 5,080 374 614 59 142
32.294 31,387 785 102 0 0 20
32,804 27,442 4,295 272 614 59 122
25,034 21,904 2,786 0 193 29 122
7,770 5,538 1,509 272 421 30 0
5,879 4,005 1,340 147 362 26 0
1,891 1,534 169 125 59 4 1]
161,872 113,569 33,659 11,086 2.502 834 221
58,169 45,151 9413 2,960 170 326 148
103,703 68.418 24,246 8.127 2332 507 73
44.602 23.797 13,858 5,172 703 467 604
34,149 29,332 2,155 868 1,610 184 0
251,521 230,266 10,453 7.636 1,978 633 556
896,557 758,336 89,792 30,611 10,836 4,042 2,941
58,874 46,150 8,806 2,236 980 347 355
13,106 9.998 1.612 912 356 166 63
824,576 702,188 79373 27,462 9,500 3,529 2,523
17,690 4914 6,502 2,532 2,109 928 705
169.568 152,210 12,484 4,324 440 35 75
57,121 25,071 23,438 6,622 1.605 339 47
323,673 300,490 16,637 3,581 1.710 588 668
165.538 146,252 10,039 6.940 1,414 601 293
90,985 73,252 10,272 3.464 2222 1,038 736
824,576 702,188 79,373 27,462 9,500 3,529 2,523
67,304 62,373 479 3751 6355 4“4 0
44,241 39.865 107 3,751 518 0 Q
36,675 32,298 107 3,751 518 0 0
7,566 7,566 0 0 0 0 0
6.320 6,276 0 0 0 44 [
16,742 16,233 372 0 137 0 0
23,455 21,074 2.380 0 0 0 0
23,445 21,074 2,37t 0 0 0 0
10 0 10 0 0 0 0
35,594 26,960 7.175 1,257 69 115 17
24,155 21,510 2,592 |2 37 4 0
22214 21.339 875 0 0 0 0
1,941 171 1,717 12 37 4 0
1,888 171 L7117 0 0 0 0
53 0 0 12 37 4 0
12 0 0 12 0 0 0
4} 0 0 0 37 4 0
8,944 4,468 3.630 702 33 HH 0
4,864 1,234 3,630 0 0 0 [
4,081 3234 0 702 33 S8 0
2,495 983 953 543 0 17
126,352 110,408 10,034 5,009 725 160 17
231 30 28 23 32 41 77
1.237 30 33 54 87 138 895

NOTE. See definitions in appendix B.
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APPENDIX B: DEFINITIONS OF CATEGORIES

For purposes of this survey, a finance company is
defined as a company (including Morris Plan com-
panies but excluding banks, credit unions, savings
and loan associations, cooperative banks, and savings
banks) in which the largest portion of the company’s
assets is in one or more of the following kinds of
receivables:

* Sales finance receivables. Installment paper aris-
ing from retail sales of passenger cars and mobile
homes, other consumer goods, such as general mer-
chandise, apparel, furniture, and household appli-
ances, or from outlays for home improvement loans
not secured by real estate.

* Personal cash loans to individuals and families.
Unsecured cash loans (including loans to pay for
insurance policies) or cash loans secured by insur-
ance policies, autos already paid for, and other
collateral.

» Short- and intermediate-term business receiv-
ables. Loans on commercial accounts receivables,
inventory loans, factoring, lease financing, retail
installment sales (or purchases) of commercial, indus-
trial, and farm equipment and commercial vehicles,
and wholesale financing of consumer and business
goods.

* Real estate loans. Loans, whatever the purpose,
secured by real property (as evidenced by deeds
of trust, land contracts, or other instruments) and
including junior-lien home-equity loans or second
mortgages.

Asser ftems

Receivables include direct loans and loans purchased
from manufacturers and retailers before deduction of
reserves for unearned income and reserves for losses.

I. Consumer Receivables

A. Motor Vehicle Financing. Credit arising from
retail sales of passenger cars and other vehicles such
as vans and pickup trucks. It excludes fleet sales,
personal cash loans secured by automobiles already
paid for, loans to finance the purchase of commercial
vehicles and farm equipment, and lease financing.

B. Revolving Credit. Retail credit that is extended
on a credit-line basis and that arises from the sale of

consumer goods other than passenger cars and mobile
homes. A single contract governs multiple use of the
account and purchases may be made with a credit
card. Generally, credit extensions can be made at the
consumer’s discretion, provided that they do not
cause the outstanding balance of the account to
exceed a prearranged credit limit.

C. Other Consumer Receivables. All credit arising
from retail sales of consumer goods other than pas-
senger cars that is not extended under a revolving
credit line. Includes financing of general merchan-
dise, apparel, furniture, household appliances; camp-
ers, trailers, mobile homes (when classified by state
law as personal property), motorcycles, airplanes,
helicopters, and boats purchased for personal use;
loans for automobile repair; credit to finance alter-
ations or improvements in existing residential proper-
ties occupied by the borrower; secured and unsecured
loans made directly to the borrower for household,
family, or other personal expenses; and unsecured
loans to purchase auto insurance policies as well as
loans secured by insurance policies, automobiles
already paid for, and other collateral. It excludes
loans for business purposes, rediscounted loans, loans
secured by real estate, and wholesale and lease
financing.

2. Loans Secured by Real Estale

A. One- to Four-Family. Credit arising from revolv-
ing or permanent loans secured by real estate as
evidenced by mortgages (FHA, FmHA, VA, or con-
ventional) or other liens (first or junior) on nonfarm
property containing one to four dwelling units
(including vacation homes) or more than four dwell-
ing units if each is separated from other units by
dividing walls that extend from ground to roof (row
houses, townhouses, or the like); mobile homes
when state laws define the purchase or holding of a
mobile home as the purchase or holding of real
property and where the loan to purchase the mobile
home is secured by that mobile home as evidenced by
a mortgage or other instrument on real property;
individual condominium dwelling units and loans
secured by an interest in individual cooperative units,
even if in a building with five or more dwelling units;
vacant lots in established single-family residential
sections or in areas set aside primarily for one- to
four-family homes; and housekeeping dwellings with
commercial units combined where use is primarily
residential and where only one- to four-family dwell-
ing units are involved.
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B. Multifamily. Credit arising from permanent non-
farm residential loans secured by real estate as evi-
denced by mortgages (FHA or conventional) or other
liens on nonfarm properties with five or more dwell-
ing units in structures (including apartment buildings
and apartment hotels) used primarily to accommo-
date households on a more or less permanent basis;
housekeeping dwellings of five or more units with
commercial units combined where use is primarily
residential; cooperative-type apartment buildings
containing five or more dwelling units; and vacant
lots in established multifamily residential sections or
in areas set aside primarily for multifamily residential
properties.

C. Commercial and Farm. Credit arising from loans
secured by real estate as evidenced by mortgages or
other liens on business and industrial properties,
hotels, motels, churches, hospitals, educational and
charitable institutions, dormitories, clubs, lodges,
association buildings, care facilities for aged persons
and orphans, golf courses, recreational facilities, and
similar properties. It includes all other nonresidential
loans secured by real estate as evidenced by mort-
gages or other liens. Credit arising from loans secured
by farmland and improvements thereon, as evidenced
by mortgages or other liens. Farmland includes all
land known to be used or usable for agricultural
purposes, such as crop and livestock production,
grazing or pasture land, whether tillable or not, and
whether wooded or not.

3. Business Receivables

A. Motor Vehicle Financing. Consists of retail cred-
its and wholesale credits.

{1) Retail (commercial vehicles). Credit arising
from retail sales of commercial land vehicles to busi-
ness. It includes trucks, buses, taxicabs, truck trailers,
and other on-the-road vehicles for which motor vehi-
cle licensing is required. It also includes fleet sales of
passenger cars, but excludes lease financing and
paper on business, industrial, or farm equipment.

(2) Wholesale. Credit arising from transactions
between manufacturers and dealers or other floor-
plan loans secured by passenger cars and commercial
land vehicles. It excludes paper secured by mobile
homes, passenger car trailers, boats, airplanes, heli-
copters, and business, industrial, and farm equipment.

B. Business, Industrial, and Farm Equipment. Con-
sists of retail and wholesale credits and capital and
leveraged leases.

(1) Retail and wholesale financing. Credit arising
from the retail sale to business of (or for the purchase
of) business, industrial, and farm equipment. It
includes all off-the-road equipment for which motor
vehicle licensing is not required as well as airplanes,
helicopters, and boats purchased for business use.
Loans may be secured by chattel mortgages or con-
ditional sales contracts (purchased money security
agreements) on the machinery or equipment. It
excludes loans to purchase commercial land vehicles
for which motor vehicle licensing is required and
loans secured by real estate. It also excludes lease
financing. Wholesale financing is credit arising from
transactions between manufacturers and dealers or
other floor-plan loans secured by business, industrial,
and farm equipment. It includes all off-the-road
equipment for which motor vehicle licensing is not
required, such as airplanes, helicopters, and boats.

(2) Capital and leveraged leases. lease receiv-
ables arising from the leasing of business, industrial,
and farm equipment. It includes Jease financing of all
off-the-road equipment for which motor vehicle
licensing is not required and lease financing of air-
planes, helicopters, and boats leased for business use.
It excludes lease financing of airplanes, helicopters,
and boats leased for personal or family use (included
in asset item 3.C), and excludes operating leases as
defined by Financial Accounting Standards Board
Statement of Financial Accounting Standards 13
(SFAS 13).

C. Other Business Receivables (Excluding Operat-
ing Leases). All other wholesale financing not
reported in asset items 3.A.2 and 3.B.1 above, includ-
ing floor-plan transactions between manufacturers
and dealers for items such as mobilec homes, campers,
and travel trailers. Includes all other business capital
and leveraged lease receivables not reported in asset
items 3.B.2 above and not reported in asset items
4.A.2, below, including credit arising from the leas-
ing of mobile homes, campers, and travel trailers.
Excludes operating leases as defined by SFAS 13 that
are included in asset items 4.B and 5 below. Includes
business credit with original maturities of up to
five years, including loans secured by commercial
accounts receivable less the balances withheld for
customers pending collection of receivables; com-
mercial accounts receivable purchased from factored
clients less any amount due and payable to factored
clients; and secured and unsecured advances of funds
to factored clients. It includes dealer loans, capital
loans, small loans used primarily for business or farm
purposes, multicollateral loans, rediscounted receiv-
ables of other finance companies less balances with-
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held, and all other business loans not elsewhere
classified. It excludes loans secured by real estate
(unless included as part of a multicollateral loan)
which is included in asset items 2.

4. Motor Vehicle {eases

Lease receivables arising from leasing of passenger
cars and commercial land vehicles, but excluding
leasing of mobile homes, campers, motor trailers,
boats, airplanes, helicopters, and business, industrial,
and farm equipment.

A. Capital and Leveraged Leases. Consists of con-
sumer and business leases.

(1) Consumer. Refer to credit on types of receiv-
ables covered by asset items 1.A above.

(2) Business. Refer to credit on types of receiv-
ables covered by asset items 3.A.1 above.

B. Operating Leases (as defined by SFAS 13). Con-
sists of consumer and business leases.

(1) Consumer. Refer to credit on types of receiv-
ables covered by asset items 1.A above.

(2) Business. Refer to credit on types of receiv-
ables covered by asset items 3.A.1 above.

5. Non Motor Vehicle Operating Leuses

For business, industrial, and farm equipment, refer
to credit on types of receivables covered by asset
items 3.B.1 above. For all other equipment, refer to
credit on types of receivables covered by asset
items 1.C and 3.C above. It includes all operating
leases as defined by SFAS 13 that are excluded from
the asset items above.

A. Consumer. Refer to credit on types of receivables
covered by asset items 1.C above.

B. Business. Refer to credit on types of receivables
covered by asset items 3.B.1 and 3.C above.

6. All Other Assets and Accounts and Notes
Receivable

All assets not already included above, including con-
solidated companies’ investments in nonconsolidated
foreign and domestic subsidiaries and affiliates. Non-
consolidated subsidiary and affiliate company claims
on consohidated companies (except debt due to par-

ent) should be netted against the consolidated com-
panies’ investment. It excludes operating leases
reported as asset items 4.B and 5 above and excludes
overdrafts.

7. Reserves

A. Reserves for Unearned Income. Includes un-
earned discounts and service charges on the above
receivables.

B. Reserves for Losses. Allowances for bad debts,
unallocated charge-offs, and any other valuation
allowances except the amount of unearned income
applicable to the receivables included above.

8. Total Asscts, Net

Sum of asset items |.A through 6 minus asset
items 7.A and 7.B.

Securitized Asset Itemns

Securitized assets include receivables that have been
packaged and sold by the reporting finance company
to a trustee or other third party who uses the receiv-
ables package as collateral for an asset-backed secu-
rity that is sold to investors. These assets are no
longer on the balance sheet of the reporting finance
company and thus are not included in the asset items.
Securitized assets consist of the total amount out-
standing, including all receivables securitized in the
current month and in prior months. They include
assets such as leases that were never on the company
books, but whose securitizations may be counted as a
managed asset, and exclude the amounts of outright
asset sales that have not been packaged to collateral-
ize an asset-backed security. Securitized assets are
reported using the same definitions used for their
unsecuritized counterparts in asset items 1 through 5
above.

Liabilities and Capital Items
1. Bank Loans
Short- and long-term loans and notes payable to

banks. Includes overdrafts but excludes commercial
paper and bank portions of participation loans.
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2. Commercial Paper

Promissory notes of large denominations sold directly
or through dealers to investors and issued for not
longer than 270 days. It includes short-term or
demand ““master’” notes and paper backed by letters
of credit or other guarantees, but excludes non-
negotiable promissory notes held by officers of the
firm, their families, and other individuals (which are
included in liabilities and capital item 4).

3. Debt Due to Parent

For a company that is the subsidiary of another
company (which is not a finance company), it
includes all short- and long-term indebtedness owed
to the parent company, but excludes the parent com-
pany’s equity (which is included in liabilities and
capital item 6).

4. Debt Not Elsewhere Classified

All other short- and long-term loans, notes, certifi-
cates, negotiable paper, or other indebtedness not
elsewhere classified. It excludes bank debt already
included in liabilities and capital items 1 and 3.

5. All Other Liabilities

All liabilities not already reported above or netted
against assets. It includes dealer reserves, all tax
accruals, short-term certificates of thrift or invest-
ment, deposit liabilities (other than those not with-
drawable during term of loan), and all other liabili-
ties. It excludes liabilities of consolidated companies
to nonconsolidated subsidiaries of affiliated compa-
nies, which should be netted against assets in asset
items 6 or shown in liabilities and capital items 3. It
also excludes borrower repayment deposits accumu-
lated but not credited against indebtedness until
repayment is made in full, which should be netted
against appropriate receivables under asset items
above.

6. Capital, Surplus, and Undivided Profits

All common and preferred stock and other capital or
surplus accounts, including undivided profits.

7. Total Liabilities and Capital

Sum of liabilities and capital items 1 through 6. [
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The Issuance of Series-1996 $100 Federal Reserve
Notes: Goals, Strategy, and Likely Results

Theodore E. Allison and Rosanna S. Pianalto, of the
Office of Board Members, prepared this article.

In March 1996, the Federal Reserve began issuing
series-1996 $100 Federal Reserve notes. Culminating
a cooperative effort by the U.S. Department of the
Treasury and the Federal Reserve System that dated
from the 1980s, the series-1996 note was the first
major design change in U.S. currency in sixty-six
years. The new note was developed to provide better
protection for users of U.S. currency against the
growing threat of counterfeiting, especially that posed
by increasingly affordable and capable color scan-
ning and printing systems.

The Federal Reserve’s strategy for issuing newly
designed $100 notes involves neither a recall of notes
with the old design nor a deadline for exchanging
them. The Federal Reserve is, however, withdrawing
pre-series-1996 notes when they are deposited at
Federal Reserve Banks.

THE CHOICE OF AN ISSUING STRATEGY
FOR NEWLY DESIGNED CURRENCY NOTES

Central banks have a range of available strategies for
introducing new currency designs, and no single strat-
egy is appropriate in every circumstance. In general,
when issuing new cuirency designs, central banks
wish to minimize the inconvenience to the public, to
minimize their own costs, and to achieve a timely
replacement of old-design notes. These objectives are
seldom mutually attainable, however, so choosing a
strategy requires the central bank to assess the
tradeoffs carefully, especially between convenience
to the public and timeliness of the replacement of
old-design notes.

At one extreme, an issuing authority might estab-
lish a relatively brief period—perhaps as short as a
few months—during which the public would have to
exchange notes of the old-design series for those of
the new. After the period ended, old-design notes
might no longer be valid or might be valid only at the
central bank. This option could be quite inconvenient
for the public and relatively costly to the central bank

because the old-design notes would be taken out of
circulation before the end of their otherwise useful
life. But it might be considered desirable if a prompt
withdrawal of old-design notes could avert what
otherwise might have been a serious counterfeiting
problem.

At the other extreme, an issuing authority might
replace old-design notes only as they became unfit
(that is, too soiled) for further circulation. This option
would likely be the least inconvenient to the public
and the least costly to the central bank; but under
certain conditions it might be unacceptable because it
would not achieve replacement quickly enough.

Assessing the impact of a strategy on public conve-
nience requires knowledge of where, by whom, and
for what purposes the currency is held. Whether the
timeliness of the likely replacement of old-design
notes resulting from a potential strategy is acceptable
depends on two things: the nature of the counterfeit-
ing threat to the old-design notes and the pace at
which old-design notes may be expected to be depos-
ited at the central bank under various strategies.

FEDERAL RESERVE GOALS AND STRATEGY
FOR INTRODUCING SERIES-1996 3100 NOTES

In developing plans for issuing series-1996 $100
notes, the Federal Reserve likewise was guided by
the goals of (1) imposing as little disruption as pos-
sible on business firms and households, both within
and outside the United States, and (2) carrying out
the introduction so as to achieve an expeditious sub-
stitution of new-design notes for the pre-series-1996
notes, In pursuing those objectives, the Federal
Reserve adopted a strategy for issuing the new-
design $100 notes that has several components:

» There was to be no recall of pre-series-1996
$100 notes, no requirement that the public exchange
old-design $100 notes for new-design notes, and, for
any holder who might wish to make such an
exchange, no time limit for doing so. No U.S. cur-
rency note has ever been recalled from circulation or
invalidated. All genuine $100 notes now in circula-
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To provide perspective on the strategy adopted by the
Federal Reserve for issuing the 1996 series $100 notes—
which, in brief, is to permit notes of previous series to
remain in circulation, as legal tender, for as long as holders
are willing to wse them but to withdraw and replace
previous-series $100 notes at the Federal Reserve at the first
opportunity-—here are the issuing policies used recently by
two major European central banks: the Bank of England
and the German Bundesbank. Each bank has issued a new
design for the highest-denomination note in its currency
within the last few years.

England

The Bank of England introduced a redesigned £50 note on
April 20, 1994 (as part of a series of new designs that began
in 1990 with a new £5 note). The public was informed that
the old series of £50 notes would remain legal tender for
some lime but that eventually legal tender status would
be withdrawn. In fact, previous-series £50 notes and new-
design £50 notes circulated together for about twenty-nine
months. During that period, the Bank of England withdrew
previous-series notes as they were returned to the Bank and
replaced them with new-design notes, achieving a replace-
ment of about 80 percent of the old series. In early 1996,
the Bank announced that, effective September 20, 1996,
£50 notes of the previous series would no longer have the

Two Alternative Strategies for Issuing New Currency Series

status of legal tender. However, the “promise to pay the
bearer the sum of . . . on Bank of England notes stands
good for all time, and the Bank will pay out in notés of the
series then current the face value of any genuine Bank of
England note, no matter how old.

Germany

The Bundesbank introduced a newly designed 100-
deutchmark note in October 1990 (as well as a new DM200
note at the same time and newly designed DM10, DM20,
and DMS50 notes in 1991 and 1992). In an approach gimilar
10 that used by the Bank of England, the Bundesbank
informed the public in advance that previous-series notes
would remain legal tender for some time but would eventu-
ally be recalled from circulation. Previous-series notes were |
withdrawn by the Land Central Banks (whose functions are |
similar to those of Federal Reserve Banks in the United
States) and replaced with new-design notes as they were
deposited by commercial banks. By September 1992, new-
series DM 100 notes accounted for 85 percent of the total
DM100 circulation (although lower denominations had not
at that point reached the same level of replacement). In June
1994, the Bundesbank announced a recall of the old-series
notes of all denominations. Notes of the previous series still
retain their value and may be exchanged at the Bundesbank
free of charge for notes of the new series.

tion will remain legal tender and will be accepted for
deposit at full face value at all Federal Reserve
Banks.

» The Federal Reserve has taken steps to ensure
the availability of an adequate supply of series-1996
$100 notes worldwide, primarily through commercial
banks that are active buyers and sellers of currency.

* The Treasury Department, with the participation
of the Federal Reserve and of U.S. embassies abroad,
has provided substantial information to the public
about the introduction of the new-design notes wher-
ever Federal Reserve notes are used to a significant
extent. This information has been disseminated partly
to reassure holders of old-design $100s that those
notes will remain valid and to discourage them from
exchanging the notes unnecessarily rapidly.

» The Federal Reserve is withdrawing pre-series-
1996 $100 notes as soon as they are deposited at
Federal Reserve Banks by depository institutions and
replacing them with series-1996 $100 notes.

* The Federal Reserve has promised depository
institutions that it will process all international depos-
its of $100 notes within two business days and all

domestic deposits within five business days of receipt
in order to be able to report promptly on any counter-
feit notes that the deposits may contain. The Federal
Reserve detects virtually all counterfeit notes in
deposits and charges the institution for them.

» Soon after introducing the series-1996 $100 note
in March 1996, the Federal Reserve began contacting
larger depository institutions to encourage them to
deposit their entire inventories of $100 notes at the
Federal Reserve in order to replace them with inven-
tories of the new-design notes. This process is likely
to continue and to be gradually extended to smaller
depository institutions. Depository institutions are not
required to sort their $100-note deposits according to
series, nor are they prohibited from paying pre-series-
1996 $100 notes to customers.

As previously indicated, various alternatives for
introducing the new-design $100 notes were avail-
able to the Federal Reserve (see box “Two Alterna-
tive Strategies for Issuing New Currency Series™).
This particular strategy was chosen in consideration
of the quantity of $100 notes in circulation, where
and for what purposes they are held, the nature of the
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counterfeiting threat, and the pace at which the strat-
egy could be expected to achieve a timely replace-
ment of old-design notes.

THE GROWTH AND LOCATION
OF US. CURRENCY IN CIRCUIATION

The value of Federal Reserve notes in circulation
has grown rapidly in the past twenty-five years and
especially since 1990 (chart 1).! That growth has
been fueled in large part by a strong demand for
$100 notes, which also has been especially robust
since 1990. By the end of 1995, just before the
introduction of series-1996 $100 notes, the value of
Federal Reserve notes in circulation had reached
about $400 billion and that of $100 notes about
$240 billion.

The growth both of total Federal Reserve notes and
of $100 notes has been propelled by growth in the
use of U.S. currency outside the United States. The
Board’s staff estimates that, by 1995, the proportion
of the growth in Federal Reserve noles outstanding
that was accounted for by international flows had
climbed to 74 percent (chart 2).2 It aiso estimates that
as much as $250 billion, or more than 60 percent, of
the approximately $400 billion of U.S. currency in
circulation at the end of 1995 was held outside the
United States and that as much as $160 billion, or
two-thirds, of the $240 billion of $100 notes in circu-
lation may have been held abroad.

The U.S. currency that is held outside the United
States appears to be quite dispersed. Data for origins
of deposits and destinations of withdrawals of Fed-
eral Reserve notes at Reserve Banks since 1990 indi-
cate that U.S. currency is used to a significant extent
in parts of Latin America, in parts of the former
Soviet Union, elsewhere in Eastern Europe, in parts
of the Middle East and of North Africa, and in
several countries in Southeast Asia.

1. In this article, the terms “U.S. currency” and “Federal Reserve
notes’” are used synonymously even though a small proportion of the
former consists of coins and of banknotes other than Federal Reserve
notes. The terms “U.S. currency in circulation” and “Federal Reserve
notes 1n circulation” refer to Federal Reserve notes held outside the
Federal Reserve System—that is, including amounts held by commer-
cial banks.

2. For more detail on the use of U.S. currency outside the United
States and on the Board staff’s estimates of the amount of such
currency, see Richard D. Porter and Ruth A. Judson, “*The Location of
U.S. Currency: How Much [s Abroad?” Federal Reserve Bulletin,
vol. 82 (October 1996), pp. 883-903. For an analytical treatment of
the impact of the new $100 notes on counterfeiting, see Edward J.
Green and Warren E. Weber, “Will the New $100 Bill Decrease
Counterfeiting,” Working Paper 571 (Federal Reserve Bank of Minne-
apolis, September 1996).

I, Value of Federal Reserve notes in circulation, 1970-96
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“Dollarization” of economies outside the United
States is not a new phenomenon, but it has become
significantly more common in the 1990s with the
liberalization and democratization of economic sys-
tems around the globe. The process of so changing
the economic system, which typically fosters new
business firms, more business and personal transac-
tions, and new household saving within the nation,
has at the same time often been accompanied by high
rates of inflation and inadequately developed finan-
cial sectors. Rapid inflation makes domestic currency
an unattractive medium for saving and transacting
and, at the extreme, impractical even as a unit of
account. Consequently, the demand in these nations
for “hard” currencies, especially dollars in many
cases, has been strong (see box, “How Federal
Reserve Notes Enter Circulation in a Country outside
the United States™).

2. Netinternational puyments of ULS. currency
as a proportion of annual growth in total circulaton
of notes, 1981-935
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The following scenario concerning the mythical emerging
nation of Costa Blancastan illustrates the usual process by
which Federal Reserve noles enter circulation in another
country. The scenario begins with the ABC Bank in Costa
Blancastan anticipating a demand from its customers for
$1 million of $100 Federal Reserve notes.

Day 1

Using its Costa Blancastani currency resources, ABC
Bank, in the foreign exchange market in Costa Blan-
castan, buys a dollar balance at a major western bank,
DEF Bank, in the amount of about $1,005,000. ABC
Bank now calls several banks that it knows are regular
buyers and sellers of Federal Reserve notes and asks
for offers on $1 million in $100 banknotes to be
delivered to its office in Costa Blancastan three days
later. After receiving offers, ABC Bank decides to buy
from XYZ Bank, which is based in, say, Zurich, Swit-
zerland, and has a branch in New York, which branch
in turn has a deposit account at the Federal Reserve
Bank of New York (FR Bank of New York). XYZ
Bank has quoted a price of $100.50 per $100 note—
that is, the face value of the notes plus 0.5 percent of
the value for handling. As is customary in such transac-
tions, the handling fee covers transportation to ABC
Bank’s facility. ABC Bank orders a transfer of
$1,005,000 from its deposit account at DEF Bank to its
account at XYZ Bank. XYZ Bank orders $1 million
in $100 Federal Reserve notes from FR Bank of
New York for pickup the following day.

Day 2

On the second day, XYZ Bank's armored carrier picks
up $1 million of $100 Federal Reserve notes at
FR Bank of New York and sends the package by
overnight air shipment to XYZ Bank in Zurich. FR
Bank of New York charges XYZ Bank's deposit
account in the amount of $1 million.

How Federal Reserve Notes Enter Circulation in a Country outside the United States

Day 3

The $1 million in $100 Federal Reserve notes arrives at
XYZ Bank on the morning of the third day. XYZ Bank
verifies the quantity and forwards the shipment to
Costa Blancastan, again by overnight air. (In practice,
XYZ Bank may have obtained considerably more than
$1 million of Federal Reserve notes from FR Bank of
New York in order to meet obligations to various
customers, like ABC Bank, that are located in a variety
of countries. These Federal Reserve notes would be
repackaged into smaller lots at the XYZ Bank's facility
in Zurich. XYZ Bank may also have purchased Fed-
eral Reserve notes from other customers, also
located in various countries, which it would have
shipped to FR Bank of New York for credit to its
account there.)

Day 4

In the morning of the fourth day the Federal Reserve
notes arrive in Costa Blancastan, where XYZ Bank has
arranged for their delivery by armored carrier to ABC
Bank. Upon receiving and verifying the notes, ABC
Bank places them on sale at its offices. anticipating
selling them at a price, in Costa Blancastani currency,
that will exceed their cost.

In macroeconomic terms, the description above presents the
transactions of an individual Costa Blancastani financial
institution and leaves the international accounts of Costa
Blancastan “‘out of balance.” In fact, there must have been
an ultimate counter party to ABC Bank's original foreign
exchange transaction who either was purchasing an
exported good from Costa Blancastan (for example, a com-
modity or a manufactured good) or was making a capital
investment in that nation (for example, buying an owner-
ship interest in a firm there) and therefore needed to acquire.
using a dollar balance, a deposit balance denominated in
Costa Blancastani currency. In the final macroeconomic
analy~is, then, the citizens (including the central bank) of
Costa Blancastan must have parted with $1 million worth of
commodities or manufactured goods, or have otherwise
reduced their net foreign asset position, to have acquired
$1 million of U.S. currency.

Moreover, our research suggests that, within many
dollarized countries, Federal Reserve notes are
widely held and used both by households and by
business firms of all sizes. Households use U.S. cur-
rency for short-term and long-term saving and in
transactions for a variety of higher-priced goods and
services, such as consumer durables and real estate.

Businesses are likely to find U.S. currency useful not
only as a hedge against local-currency inflation but
also for settling firm-to-firm transactions where clear-
ing and settlement systems for other payment media
(such as checks and electronic transfers) are not well
developed or where the existence of more than one
local currency would unduly complicate a transac-
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Depository institutions keep deposit accounts at one of the
twelve Federal Reserve Banks (collectively, the Federal
Reserve), both to satisfy their legal reserve requirements
(reserve balances) and to cover charges and credits arising
from payments made by and to the depository institutions
that are cleared through the Federal Reserve (clearing bal-
ances), A depository institution may obtain Federal Reserve
notes from the Federal Reserve in exchange for a deduction
from its deposit account and may deposit Federal Reserve
notes at the Federal Reserve in exchange for a credit to its
deposit account.

Here is an abbreviated balance sheet of the Federal
Reserve for December 31, 1996 (amounts are in billions of
dollars):

Federal Reserve Banks

U.S. governmeny securities 420  Depository institution
Other securitics 20 deposits 30

Other asscts - 20  Federal Reserve notes
in girculation 410
Other deposits 10
__ Capital accounts 10
460 460

Let's say that customers of depository institutions
increase their demand for Federal Reserve notes by $1 bil-
lion. Depasitory institutions would obtain that quantity of
Federal Reserve notes from the Federal Reserve against a
$1 billion charge to their deposit accounts. The first round
of accounting entries for the Federal Reserve would show
an inciease in Federal Reserve notes in circulation and
a decrease in depository institution deposits, both of
$1 billion:

Federal Reserve Banks
US. government sccurities 420  Depository institution
Other securities 20 its 38 29
Other assets 20 Federal Reserve notes
in circulation 410 411
Other deposits 10
___ Capital accounts 0
460 460 460

This transaction would, however, leave depository insti-
tutions, in the agpregate, with a $1 billion deficiency in

How Federal Reserve Notes in Circulation Provide a Benefit to Taxpayers

reserve balances or clearing balances, requirements for both .
of which are fixed in the short run. The result; without an
offsetting action by the Federal Reserve, would be a tighten-
ing of conditions in the federal funds market and an increase
in the federal funds rate. That result would bé inconsistent
with the Federal Reserve’s monetary policy objectives,
which are expressed in the very short run in tesms of a
particular value for the federal funds rate. To prevent that
result, and thus preserve existing conditions in the federal
funds market, the Federal Reserve would purchase $1 bil-
fion of securities (through an open market operation) in
order to provide $1 billion of new reserves. The Federal
Reserve’s resulting balance sheet position would show
liabilities for depository institution deposits restored to the
original level; liabilities for Federal Reserve notes in cir-
culation up $1 billion; and holdings of U.S. government
securities up $1 billion:

Federal Reserve Banks
U.S. government Depository
securities 420 421 institution .
Other securities 20 deposity 3 29
Other assets 20 Federal Reserve
notes in

In the new position, and for as long as the $1 billion of
additional Federal Reserve notes remain in eirculation, the
Federal Reserve's earnings will be higher by the amount of
earnings on the additional $1 billion of assets. At, say,
5 percent per year, the addition to earnings would be
$50 million per year.

Since, at the margin, all of the Federal Reserve's earnings
are paid to the US. Treasury, Treasury receipts likewise
will benefit by $50 million annually. Because that $50 mil-
lion would pay the Treasury's annual debt servicing cost on
$1 billion of outstanding government debt, it may be said
that an extra $1 billion of Federal Reserve notes-outstanding
has an effect equivalent to that of a $1 billion intérest-free
Joan to Treasury.

tion, as in cross-border transactions within the former
Soviet Union.

Quite apart from the phenomenon of the dollarized
countries, U.S. currency is widely used and accepted
internationally for business and leisure travel as well
as for salaries of and remittances by migrant workers
of many nationalities. Federal Reserve notes are also
a preferred medium for holding stores of wealth in
some countries in which gold once played a large role
for that purpose.

The extent of the worldwide dispersion of its
currency notes bestows important benefits on the

United States, not least of which is that it provides
significant revenue—perhaps as much as $15 billion
per year—to the U.S. Treasury (see box, “How Fed-
eral Reserve Notes in Circulation Provide a Benefit to
Taxpayers”). However, it also imposes certain obliga-
tions: Care must be taken not to disrupt the lives and
livelihoods of the hundreds of millions of households
and business firms outside the United States that have
chosen to hold a significant portion of their wealth or
working capital in U.S. currency.

In view of the widely dispersed holdings of Federal
Reserve notes throughout the world and the consider-
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able extent to which they are used by households for
saving and by business firms for working capital, it
seems appropriate that the Federal Reserve’s issuing
strategy would seek to minimize the inconvenience
to holders of $100 notes. A more aggressive strategy
could have been significantly disruptive to holders of
those notes and possibly even have raised questions
about the long-term desirability of holding U.S. cur-
rency notes as a vehicle for transactions and saving.
Another question is whether the strategy will
achieve an acceptably timely replacement of old-
design notes. The answer depends in part on an
assessment of the counterfeiting threat and in part on
the pace at which Federal Reserve notes can be
expected to be deposited at Federal Reserve Banks.

THE COUNTERFEITING THREAT
7o US. CURRENCY

The worldwide acceptance of U.S. currency has made
it a favorite target of counterfeiters. Indeed, Federal
Reserve notes are under attack from various sources,
most of them located outside the United States, and
various reprographic methods, ranging from home
scanners and printers to commercial-type printing
presses.

Fortunately, thanks to good law enforcement, a
generally good design, and, especially, a watchful
public, the currency of the United States is relatively
free from counterfeits, both domestically and interna-
tionally. The current value of counterfeits passed on
the public in the United States is on the order of
$30 mullion per year, which is less than 15 cents per
U.S. citizen.? Thus counterfeiting, though the cost of
which is too high in principle, has no discernible
effect on the U.S. economy. The successful passing of
counterfeit U.S. currency outside the United States
appears not to be appreciably different from that
within the United States, in relation to the quantity of
genuine notes in circulation.*

3. Counterfeits “*passed” are those that are detected in circulation,
having been successfully used in a transaction. Passed counterfeits do
not include those that are seized by law enforcement agencies before
having entered circulation.

4. More information about the security of U.S. currency against
counterfeiting may be found in “Statement by Theodore E. Allison,
Assistant 10 the Board, Board of Governors of the Federal Reserve
System, before the Subcommittee on General Oversight and Investi-
gations of the Committee on Banking and Financial Services, U.S.
House of Representatives, February 27, 1996, Federal Reserve Bul-
letin, vol. 82 (April 1996), pp. 320-22; and “Statement by Edward W.
Kelley, Jr., Member, Board of Governors of the Federal Reserve
System, before the Committee on Banking, Finance and Urban
Affairs, U.S. House of Representatives, July 13, 1994 Federal
Reserve Bulletin, vol. 80 (September 1994), pp. 789-91.

Moreover, the Federal Reserve is confident that it
has a reasonably clear and up-to-date picture of the
extent of counterfeiting of U.S. currency, both domes-
tically and abroad, so that any material change would
become evident fairly quickly. The clarity and timeli-
ness of the Federal Reserve’s picture of the counter-
feiting situation are provided by, first, the large pro-
portion of outstanding notes that the Federal Reserve
Banks receive from circulation each year and are
therefore able to examine and, second, the ability of
note-verifying equipment and the staff at Federal
Reserve Banks to accurately distinguish between
genuine and counterfeit notes.

Counterfeits in $100 deposits at the Federal
Reserve during 1995 amounted to 0.0075 percent.
That is, the Federal Reserve Banks found, on aver-
age, seventy-five counterfeit $100 notes in every
one million $100 notes processed. In value, counter-
feits amounted to $6.9 million in $100 receipts of
$93 billion. For 1995 deposits at Federal Reserve
Banks that originated outside the United States, the
rate of detection of counterfeit $100 notes was lower
than the overall rate, at fifty-four per million.

The seventy-five-per-million detection rate of $100
counterfeits in deposits at Federal Reserve Banks in
1995 was slightly lower than the rate in 1994, which
was eighty per million, and up slightly from the
seventy-one-per-million rate in 1991.

Although Federal Reserve notes are relatively free
from counterfeiting now, the security features of the
pre-1996 design were considered inadequate for deal-
ing with the emerging counterfeiting threats, espe-
cially those from computer-based scanners, printers,
and copiers that will be available to large numbers of
people and that will require little skill to operate.
That threat, however, is not yet critical. Indeed, sys-
tems that use scanners—driven either by copiers or
by computers—though becoming gradually better
and cheaper, still account for a small percentage
(7 percent) of the total $30 million in counterfeits
passed on the public in the United States.3

Clearly, neither the current counterfeiting situation
nor the likely threat over the coming several years
argues for causing significant inconvenience or dis-
ruption to the public in order to remove pre-series-
1996 notes from circulation. Nevertheless, the design
teatures of series-1996 notes provide the public with
better security against the future threat of counterfeit-
ing by scanner-based tools and other methods, and
old-design notes will, therefore, need to be replaced
over time. The rapidity of the replacement of old-

5. Fiscal year 1995. Data provided by Counterfeit Division, U.S.
Secret Service.
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design notes that the Federal Reserve’s issuing strat-
egy will achieve depends on the frequency with
which $100 notes are deposited at Federal Reserve
Banks and thereby can be withdrawn and replaced.

RAPIDITY OF REPIACEMENT OF PRE-1996
$100 NOTES AT FEDERAL RESERVE BANKS

The Federal Reserve’s experience in introducing
series-1990 $100 notes can provide a basis for eval-
uating the rapidity of replacement of pre-1996
$100 notes with those of series-1996. The issuance of
series-1990 notes began in August 1991 and con-
cluded in March 1996 with the introduction of their
successors. In issuing series-1990 notes, the Federal
Reserve followed essentially the same procedure that
was just described for the 1996 series.

The extent of replacement of pre-1990 notes with
series-1990 notes is indicated by the proportion of
$100 notes in circulation at any point that is
accounted for by notes of the new design. The Sys-
tem’s accounting records allow the Federal Reserve
to calculate this measure with high precision.® The
proportion of $100 notes in worldwide circulation
that was accounted for by series-1990 notes rose
continuously after the initial introduction, reaching
50 percent in August 1993 (twenty-four months after
initial introduction) and 75 percent at the end of 1995
(fifty-two months after initial introduction) (see
charts 3 and 4).

6. Because the denominator of the fraction just described is the
cumulative total of all $100 Federal Reserve notes issued in the past
and because some of those notes have been lost, destroyed, or taken
permanently out of circulation for numismatic purposes, the account-
ing approach slightly understates the true extent of replacement.

3. Issuance of series-1990 SO0 notes: Proportion
of worldwide circulation and of Federal Reserve
receipts of all $100 notes, 1991-96
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receipts of $100 notes

- ~ 75
— 50
Percentage of worldwide
circulation of $100 notes
— —- 25

wfi b bbb
1992 1993 1994 1995

4. Issuance of scries- 1990} and series-1996 S100 notes:

Proportion of worldwide circulation and
of Federal Reserve receipts of all $100 notes

Percent

§-1996, percentage of
Federal Reserve $100-notic receipts

— 75
- S$-1990, percentage of — 30
worldwide $100-note circulation
S-1996, percentage of
Federal Reserve $100-nowe receipts  — 25

S-1996. percentage
of worldwide $100-note circulation

! 1 i PHL
0 5 10 I5 20 25 30 35 40 45 50 55
Months after initial issuance

To estimate the rate of replacement of pre-1990
$100 notes within the United States, one can look at
the deposits of $100 notes at Federal Reserve Banks.
These deposits in any period represent the $100 notes
that were taken in by depository institutions from
their customers and were considered to be in excess
of the institutions’ needs in that period; therefore,
they are assumed to be a good indicator of the general
circulation of such notes within the United States. In
the period following the introduction of series-1990
$100 notes, the proportion of these notes in $100
receipts at Federal Reserve Banks rose steadily and
more quickly than the proportion for total circulation.
Series-1990 $100 notes accounted for more than
75 percent of such deposit receipts by August 1993
(the twenty-four-month point) and more than 85 per-
cent by the end of 1995 (after fifty-two months).

The extensive replacement of pre-1990 $100 notes
within only 4'4 years was made possible by a large
volume of $100 deposits by depository institutions at
Federal Reserve Banks. Throughout the period,
annual Reserve Bank receipts of $100 notes consis-
tently amounted to more than 30 percent of the
average worldwide circulation of $100 notes. During
1994 and 1995, receipts at Reserve Banks identified
by customers as coming from outside the United
States amounted to about 10 percent and 15 percent,
respectively, of the amounts estimated to be in circu-
lation outside the country during those periods; the
corresponding ratios for $100 deposits from domestic
sources were 80 percent and 90 percent. Thus, the
propensity of depository institutions to make frequent
deposits at the Federal Reserve of $100 notes consid-
ered excess to their needs—on average, more than
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30 percent of the total circulation of $100 notes each
year and more than 80 percent of the domestically
circulating $100 notes—gives the Federal Reserve an
opportunity to remove a great many notes of the prior
series and replace them with new-seties notes, with
no disruption to the public.

For the issuance of series-1996 $100 notes, thir-
teen months of available data are presented in chart 4.
At the end of April 1997, series-1996 $100 notes
composed 40.1 percent of all $100 notes in world-
wide circulation, well ahead of the 35.5 percent level
achieved after thirteen full months in the series-1990
introduction. At the same point, series-1996 notes
composed 56.7 percent of the domestic circulation
of $100 notes, as indicated by deposits at Federal
Reserve Banks; this was close to (and, in a sense,
better than) the 60.4 percent observed at the same
point in the series-1990 introduction (better because
it gives the Federal Reserve an opportunity to replace
even more pre-1996 notes).

It does not seem overly optimistic to project that
the circulation of series-1996 $100 notes will reach
75 percent of worldwide $100-note circulation and
85 percent of domestic circulation, ahead of the point
at which those levels were achieved in the series-
1990 introduction—that is, in fewer than fifty-two
months or by early in the year 2000.

SUMMARY

In its choice of issuing strategies for the series-1996
$100 note, the Federal Reserve was trying to balance
the objectives of achieving a sufficiently rapid
replacement of pre-1996 $100 notes while imposing
as little disruption as possible on the holders of those
notes. The essential features of the strategy adopted
are that (a) there is no recall of pre-series-1996
$100 notes or any other requirement that the public

exchange those notes and (b) pre-1996 $100 notes are
withdrawn as soon as they are deposited at Federal
Reserve Banks and are replaced with new-design
notes.

The outstanding $100 notes are widely dispersed.
Perhaps two-thirds of all $100 notes are held outside
the United States, chiefly by a great many households
and small business firms in countries in which U.S.
currency is viewed as preferable to the local currency
for household saving and for many household and
business transactions. The issuing strategy is mini-
mizing inconvenience to these holders; a more
aggressive strategy, in terms of inducing a faster
return of old-design $100 notes, could have been
significantly disruptive to holders abroad, possibly
even raising questions about the long-term desirabil-
ity of using U.S. currency for saving and for business
transactions. Neither the current counterfeiting situa-
tion nor the likely threat over the coming several
years argues for causing significant inconvenience
or disruption to the public in order to remove pre-
series-1996 $100 notes from circulation.

As demonstrated in the introduction of the series-
1990 $100 notes, the large volume of $100 notes
deposited by depository institutions at Federal
Reserve Banks makes possible an extensive and rela-
tively prompt replacement, at the Reserve Banks, of
earlier-series $100 notes with notes of the new series.
By the year 2000, series-1996 $100 notes may well
compose 75 percent of worldwide $100-note circula-
tion and 85 percent of $100-note circulation within
the United States.

In view of these circumstances, the Federal Re-
serve’s choice of issuing strategy appears likely to
achieve its objectives: a replacement of pre-series-
1996 $100 notes that is timely in relation to the
developing threat of counterfeiting, with a minimum
impact on holders and users of those notes through-
out the world. O
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Open Market Operations during 1996

This article is adapted from a report to the Federal
Open Market Committee by Peter R. Fisher, Execu-
tive Vice President of the Federal Reserve Bank of
New York and Manager of the System Open Market
Account. Gerald D. Cohen of the Domestic Money
Markets Staff was primarily responsible for the
preparation of this report. Many other members
of the Markets Group assisted in the preparation;
Cassandra Bryant and Drew Matus deserve special
recognition for their invaluable research support.

During 1996, the Trading Desk at the Federal
Reserve Bank of New York (the Desk) managed
reserve conditions with the objective of maintaining
the federal funds rate around the level desired by the
Federal Open Market Committee (FOMC). As was

1. Specifications trom Directives of the Federal Open
Maurket Committee and related information,
December 19, 1994-December 17, 1996

j Expected Borrowing allowance
. : Discount rate | federal funds for deriving
Daie of meeting (percent) rate NBR path
(percent) (millions of dollars)!

12019/94 ........ 5.25 5.50 75

50 on 1/182
/3010 1/31/96 .| 5.000n /31  5.250n1/31 503
209 ......... 5.00 5.25 75

75 on 4/252

100 on 5/92
5/21/96......... 5.00 5.25 100

150 on 5/232

175 on 6/62

225 on 6/202
M2 7T/39 ... 5.00 525 225

300 on 7/5

325 0n 7/182
8/20/96......... 5.00 5.25 325
924/96......... 5.00 525 325

300 on 9/26°

250 on 107102

200 on 10242

100 on 11772
H/13/96 ........ 5.00 525 100

750n 11721
12017196 ........ 5.00 5.25 *75

[. The borrowing allowance associated with the expected federal funds rate.

2. Change in borrowing assumption reflects technical adjustment to account
for actual or prospective behavior of seasonal borrowing.

3. The allowance was unchanged because the spread between the discount
rate and the expected federal funds rate was not changed.

the case last year, the need for permanent reserve
additions was relatively modest as demand for cur-
rency grew moderately and reserve requirements
declined because of the continued spread of sweep
programs at commercial banks. The decrease in bal-
ances of depository institutions at Reserve Banks
(operating balances) had an impact on bank reserve
management strategies and the Desk’s choice of
operations. The Desk paid close attention to the daily
pattern of reserve demands and, by tailoring its opera-
tions accordingly, maintained funds trading close to
the FOMC’s desired rate.

At the start of 1996, available evidence indicated
that a moderating economic expansion over the pre-
ceding months had reduced potential inflationary
pressures going forward while price and cost trends
were already subdued. The FOMC eased monetary
policy slightly at its first meeting of the year, lower-
ing the intended federal funds rate from 5% percent
to 5% percent (table 1). On the same day, the Board
of Governors approved a reduction in the discount
rate from 5% percent to 5 percent. By midyear,
concern that inflation pressures were building caused
the FOMC to adopt an asymmetric directive. How-
ever, although the pace of economic expansion was
generally robust, inflation remained quiescent, and
the Federal Reserve took no further policy actions to
affect interest rates in reserve markets.

{MPLEMENTATION OF POLICY
Reserve Management Procedures and Pructices
Operating Procedures

In carrying out the FOMC’s policy directives, the
Desk seeks to maintain the federal funds rate around
the level indicated by the Committee. Current operat-
ing procedures control the supply of reserves so that
they conform to the aggregate demand that banks
have for holding these balances at the FOMC’s
desired funds rate.

The average estimated demand that banks have for
holding reserves in each two-week maintenance
period is embodied in the nonborrowed reserve objec-
tive or path. The path is a projection of the reserves—
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balances held at the Federal Reserve plus applied
vault cash—that banks must hold to meet their
reserve requirements, plus any excess balances they
wish to hold, less an amount of reserves that the Desk
anticipates will be provided by borrowing at the
discount window. Open market operations are the
tool used to close any estimated gap bectween this
demand for nonborrowed reserves and the supply
forthcoming from market factors.

The borrowing allowance has retained a formal
role in the construction of the nonborrowed reserve
objective even though the link between the adjust-
ment component and the spread between the federal
funds and discount rates has virtually disappeared.
In constructing the nonborrowed reserve objective,
the Desk now expects borrowing to meet just a very
small fraction of total reserve demand in most
maintenance periods, even with the seasonal compo-
nent added. Nevertheless, adjustment borrowing can
increase to substantial levels in reaction to large,
inadvertent reserve shortages that would otherwise
leave banks in overdraft positions or short of meeting
their reserve requirements on settlement days.

Daily Formulation and Execution of Open Market
Operations

Open market operations are used to bring reserve
supplies in line with demand on a daily basis to
keep the funds rate at or near the level desired by
the FOMC. However, while period-average demands
are captured in the nonborrowed reserve objective,
daily levels of demand may fluctuate. Reserve sup-
plies can also vary from day to day because of
changes in numerous underlying factors. As a result,
reserve imbalances may develop on any day, poten-
tially causing the federal funds rate to deviate from
its intended level. Banks’ ability to average their
reserve holdings over a two-week maintenance period
to meet requirements can temper the pressure on the
federal funds rate when imbalances in supply and
demand develop.

Each morning the Desk receives updated estimates
of daily reserve supplics. The nonborrowed reserve
path may be adjusted formally or informally to
account for revisions to required reserves or updated
judgments about the level of excess reserves that
banks wish to hold. Following episodes of high
adjustment borrowing, the nonborrowed reserve
objective may also be adjusted to reflect the increased
supply of reserves that are forthcoming from this
source. Meanwhile, estimates of nonborrowed
reserve supply over the same two-week period will

be updated to reflect actual levels from the previous
day and the effects of any open market opcrations
arranged the previous day and to reflect revisions to
projected changes in the behavior of factors affecting
nonborrowed reserves in upcoming days. Utilizing
such daily reserve information, the Desk maintains
the federal funds rate in a range around the expected
level through its open market operations. The
observed behavior of the funds rate is also used in
formulating operations to the extent that it is believed
to be indicative of the true level of demand or supply.
However, deviations in the funds rate may reflect
market participants’ own perceptions about the bal-
ance between aggregate reserve supply and demand,
which at times may be based on a misreading of
market conditions. Thus, the Desk considers both the
reserve forecasts and funds market conditions when
planning open market operations.

In 1996, the Desk arranged outright purchases of
securities and occasional matched-sale transactions,
but the largest share of its operations was repurchase
agreements (RPs). As in past years, the usual time for
arranging temporary operations was 11:30 a.m. east-
ern time, shortly after revisions to reserve projections
became available. Because activity in the RP market
peaks much earlier in the morning, operations always
carry some risk that available collateral will be insuf-
ficient to meet the Desk’s reserve objective for the
day, an outcome that in fact has occurred from time
to time in recent years. For this reason, on days when
the Desk intended to arrange fairly large-sized RPs,
operations would sometimes be preannounced or
arranged an hour or so ahead of the usual intervention
time to help ensure adequate propositions.

Late in 1996, following a number of changes to
the methods and times for compiling reserve data
within the Federal Reserve System, the New York
and Board staffs began preparing their reserve fore-
casts on an earlier schedule. In December, the Desk
announced that, starting in 1997, its normal market
entry time for temporary operations would be
advanced one hour, to between 10:30 a.m. and 10:45
a.m.! Also starting in 1997, the Desk would begin
announcing the total par value of all accepted propo-
sitions on each market operation, temporary and out-
right, just after their completion. Before this change,
the Desk would indicate only the intended size of
“customer’ operations.

1. In conjunction with this change, the deadline for accepting
dealers’ withdrawals on term RPs that are not fixed was to be
advanced one hour, to 10:00 a.m.
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OPEN MARKET OPERATIONS

The general pattern of Desk activity during 1996
closely followed that of 1995, with seasonal increases
in required reserves and currency demand creating
reserve needs that were addressed, in part, with out-
right operations. The remaining needs were met with
temporary operations. One factor that had an impact
on the formulation of open market operations in 1996
was the growth in retail deposit sweep accounts and
the associated decrease in required reserves and
required operating balances. The decline in required
reserves lessened the need for outright purchases.
The lower required operating balances at times
seemed to affect the intra-period demand for reserves.
For example, on days of heavy payment flows, the
demand for excess reserves seemed to be greater than
in the past. The Desk was sensitive to the pattern of
reserve demands and tailored its operations accord-
ingly. Overall, banks appeared to adjust to tower
required operating balances without any meaningful
change in the amount of excess reserves held.

In 1996, banks and their affiliated branches swept
an estimated $170 billion from reservable transaction
account balances, $116 billion more than in the pre-
ceding year.? Estimates indicate that these sweeps
scaled back reserve requirements by between $10 bil-
lion and $11 billion.? Recognizing that the decline in
reserve requirements could complicate their reserve
management, banks increased their clearing balance
requirements $1.6 billion. The net effect of these

2. A retail sweep is initiated when balances in either a demand
deposit or a negotiable order of withdrawal (NOW) account are
transferred by the financial institution to a nonreservable money
market deposit account (MMDA). Depending on the specific sweep
arrangements, those funds may be “swept’” into the MMDA either for
an entire month, unless presentments exceed the account holder’s
demand deposit or NOW account balances. ot for the weekend. For a
more in-depth discussion of sweep programs, see “Open Market
Operations during 1995 in Federal Reserve Bank of New York,
Annual Report, 1995.

All sweep estimates refer to amounts initially swept by the deposi-
tory institution. These figures are not updated to include any subse-
quent shifts in the underlying balances.

The increase in initial sweeps during 1996 was distinguished from
the activity of earlier years by two factors. First, a larger population of
banks and branches opted either to initiate or to expand their sweep
operations. Second, sweep activity was increasingly augmented to
include demand deposits. In December 1995, initial sweeps from
demand deposits were minimal, at $230 million, or just 0.4 percent of
the total. Twelve months later, these sweeps rose to $17.1 billion,
approaching 10 percent of all recorded sweeps.

3. The effect of sweeps on reserve requirements is calculated in the
following manner. First. we take the level of initial sweeps, which
rose $116 billion in 1996, from $54 10 $170 billion. Second, we apply
reserve requirement ratios that are based on the level of deposits at
each bank, with a 3 percent reserve requirement on the first $52 mil-
lion of deposits and a 10 percent requirement on any additional
deposits. Since some smaller banks initiated sweep programs, the
10 percent requirement does not apply to all $116 billion of sweeps.

changes, together with a slight ($0.4 billion) increase
in applied vault cash, was a $5.5 billion decline in
required operating balances, from $24.1 billion in
late 1995 to $18.6 billion in December 1996.4

Permanent Activity for the Svstem Open
Market Account

Reserve Patterns

Changes in the size of the System’s portfolio of
domestic securities are designed to offset movements
in operating factors that affect reserve supplies as
well as to accommodate shifts in reserve demand.
Over time, most of the permanent expansion of the
System Open Market Account (SOMA) has served to
support the growth of currency. Shifts in other factors
and in levels of reserve requirements, although sig-
nificant in some years, over time have been of lesser
importance. In 1996, currency in circulation grew
$25.0 billion, up about $4.2 billion from its growth in
1995 but still well below the increases registered in
each of the preceding three years. The need for a
permanent expansion in the portfolio to support the
growth in currency was moderated by a $6.8 billion
decline in required reserves.> Movements in other
factors affecting nonborrowed reserve supply or
demand did not contribute significantly, on net, to the
need for permanent changes in the portfolio.

Outright Open Market Operations

To provide reserves on a permanent basis, the Sys-
tem’s portfolio of domestic securities expanded
$14.7 billion over 1996, measured from year-end
to year-end and excluding all temporary operations
(Appendixes B and C). A total of $17.1 billion of
U.S. Treasury securities was bought outright in the
market, with purchases arranged when large and sus-
tained reserve shortages were projected to develop.
Two bill passes were arranged, the first in June and
the second—a record-sized $6.5 billion purchase—
in November. There were also two sets of coupon
passes, the first spread over two business days in
April and the second spread over four business days

4. Required reserve balances (required reserves less applied vault
cash) are those balances held at the Federal Reserve to meet required
reserve needs. Required operating balances include both required
reserve balances and required clearing balances.

S. The decrease induced by sweep accounts was partially offset by
growth in other reservable deposits. Thus, required reserves fell about
34 billion less than the estimated sweep effect.
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in August. Each set of coupon passes consisted of
three separate operations covering different sectors of

the yicld curve. Only a very small amount of securi-

ties was purchased directly from foreign accounts. In
addition to providing the reserves necessitated by
movements in operating factors, outright purchases
offset $2.4 billion of redemptions of securities. These
redemptions primarily reflected original issue seven-
year Treasury notes and some holdings of federal
agency securities that matured on dates when no
suitable replacement securities were available.

After the bill pass in November, no further outright
purchases were made in 1996. In previous years, a
greater portion of the reserve needs caused by the
late-year seasonal buildup in currency and required
reserves was met with permanent additions to the
SOMA, with the Desk typically arranging one addi-
tional outright operation over the balance of the year.6
These acquisitions also usually left the Desk in a
position of having to drain reserves with temporary
(and sometimes even permanent) operations in late
January or early February of the following year when
the seasonal increases in currency and required
reserves unwound. This time of year is also typically
marked by seasonally low levels of required reserve
balances because levels of vault cash remain high
when the level of reserve requirements declines
sharply.

The absence of further outright operations in late
1996 was intended to place the Desk in a position of
needing to add reserves with temporary operations
when required reserve balances reached their sea-
sonal low level early in 1997. Two factors motivated
this decision. First, the Desk did not want to drain
reserves during periods when low operating balances
might lead to late-day firmness in the money market.
Second, bank reserve managers had all their experi-
ence with new lows in operating balances in 1996 in
the context of net reserve shortages. The Desk felt
that it would be better situated to respond to any
resultant change in funds market conditions with RPs
rather than matched-sale transactions.

SOMA Portfolio Management

Over the course of the year, the Desk continued to
manage the permanent holdings in the SOMA domes-

6. Over the final quarter of 1995, on net, the SOMA increased its
securities holdings $9.7 billion to help meet the $15.0 billion seasonal
increase in currency growth and reserve requirements. In the fourth
quarter of 1996, the system met only $6.4 billion of the $18.0 billion
seasonal increase in currency and required reserves through perma-
nent increases in its portfolio.

tic portfolio in a manner that ensured the liquidity of
the portfolio. Liquidity was maintained by holding
Treasury bills and Treasury coupon securities in
roughly equal proportions. At the same time, to mini-
mize any influence over the available public holdings
of specific issues and thereby leave debt management
in the domain of the Treasury, the acquisition of bills
and coupons largely mirrored the distribution of Trea-
sury issues within these two general classes of instru-
ments. As of the end of 1996, the net impact of all the
Desk’s activities affecting its permanent holdings,
including rollovers of maturing securities, left the
average maturity of Treasury securities in the SOMA
at 41 months, about two months greater than it was
one year earlier but below the 61-month average
maturity of total marketable Treasury debt. The
Treasury’s expanded issuance of 10-year notes and
30-year bonds contributed to the slight increase in
maturity of the SOMA portfolio.

In late October, the Treasury announced that it
would change the treatment of SOMA’s noncompeti-
tive bids at Treasury bill auctions. Beginning in the
first part of 1997, SOMA rollovers would be treated
as add-ons to the publicly auctioned amount rather
than deductions from the total auctioned size. This
change would provide better information to market
participants about the amount of bills available
for sale to the public, with the only remaining
uncertainty being the rollover amount of foreign
institutions.

Temporary SOMA Activity
Reserve Patterns

Temporary, or self-reversing. operations are an im-
portant tool used to meet reserve needs not addressed
by outright operations. These residual needs can vary
considerably in size from period to period, as well as
from day to day, and in 1996 ranged from moderate
“drain” to sizable “add” needs. In a typical mainte-
nance period with an add need, the Desk often
arranged successive multiday RPs spanning the entire
period. These operations would be supplemented by
shorter-term operations as circumstances warranted.
In particular, overnight operations were frequently
employed on the settlement day to address all remain-
Ing period needs. Most multiday RPs were of the
nonwithdrawable variety, but after the second week-
end withdrawable operations were sometimes used to
provide more flexibility in dealing with possible revi-
sions to estimates of reserve supply or demand during
the brief time that remained in the period. If substan-
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tial reserve needs were projected in a maintenance
period, overlapping term operations were sometimes
used.

From the demand side, reserve needs were skewed
toward the second half of maintenance periods, con-
tinuing a pattern seen in recent years. This pattern
seems to be related to the decrease in required oper-
ating balances, which increases the likelihood that
everyday uncertainties will bring a bank’s reserve
position closer to one of two extremes: either ending
the day overdrawn or holding an excess position that
is difficult to work off on subsequent days. Thus,
banks delay fully meeting their reserve requirements
until late in a maintenance period.

The profile of demand within a maintenance period
was not necessarily constant throughout 1996. For
example, during the second quarter, banks on average
held negative cumulative excess reserves until rela-
tively late in a maintenance period. One reason the
daily pattern of excess demand within maintenance
periods varied over the year is that days of heavy
payment flows that heightened the demand for
reserves, such as Treasury security settlement days,
fell within maintenance periods at different times
over the course of the year. The Desk attempted to
accommodate banks’ increased demand for reserves
on these days as well as their desire on surrounding
days to offset these elevated holdings.”

Fluctuations in the funds rate may arise late in the
day as banks attempt to avoid either overdrafts or
excess reserves, especially when low reserve require-
ment levels limit their flexibility. One way to observe
this is through the intraday range in the funds market.
The intraday range rose during early 1991, when
reserve requirements were sharply reduced; in con-
trast, the increase over the past two years has been
modest. Another measure of intraday funds rate
movements is the volume-weighted standard devia-
tion of daily trading. This statistic captures the level
of variation of trading around the effective rate. The
standard deviation of daily trading in the funds mar-
ket increased modestly over the past two years.

Reserve Forecasts

Throughout most of 1996 the Desk was in a position
of having to add a moderate amount of reserves on a

7. Actual excess holdings are affected by the Desk’s own reserve
management decisions and are subject to unexpected movements in
reserve supply arising from operating factors. The Desk’s operations
are designed to provide a level of reserve supply consistent with its
best estimate of demand.

temporary basis. Most of the reserve additions were
in the range of $2.5 billion to $7.5 billion per mainte-
nance period. Larger operations occurred near the
end of the year, when the reserve drain caused by the
seasonal increase in currency demand necessitated
temporary operations that added as much as
$16.3 billion of reserves on a period average basis.
The largest reserve drain periods occurred in late
January and early February, when currency demand
was at its yearly seasonal trough.

The projections of open market operations that
were needed to meet path for each reserve mainte-
nance period have varied over the past two years and
were revised within each period as required reserves
and market factor projections were updated. In most
periods in 1996, the revisions between the initial
estimates and the final estimates were small, but large
revisions—most notably the $2.7 billion revisions in
the maintenance periods ending mid-January and
early December—occasionally arose.

On average, the size of market factor forecast
errors made when comparing the estimates at the
beginning of the period with the final projections
made at the end of the period were somewhat larger
during 1996 than during 1995. The main reason for
this apparent deterioration in forecasting accuracy
was a significant increase in the error for applied
vault cash, although float and currency in circulation
also showed larger errors.

The deterioration in the projections of applied vault
cash is attributable to an increase in the proportion of
depositories that are not bound or only intermittently
bound by reserve requirements as a result of sweep
accounts.® For a bound institution, the level of vault
cash that can be applied to reserve requirements
(applied vault cash) is equal to the total vault cash
held by that institution in the previous maintenance
period. Data on applied vault cash are available for
these banks early in the maintenance period. How-
ever, for institutions that are nonbound, applied vault
cash equals the current level of required reserves, for
which final numbers are known only after the mainte-
nance period ends. As more institutions have become
nonbound because of sweep arrangements, projec-
tions of aggregate applied vault cash have depended
more heavily on forecasts of aggregate required
reserves and less on known amounts of lagged total
vault cash. Moreover, sweep accounts have increased
the number of institutions that switch between being

8. A bank is said to be “bound” by reserve requirements if its
holdings of vault cash are insufficient to meet all of its reserve
requirement and it consequently must hold positive balances in its
account with the Federal Reserve.
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bound and nonbound from maintenance period to
maintenance period, complicating the projection
problem. Staff have mitigated the forecast errors
somewhat by modifying procedures and software to
take full advantage of incoming data on individual
institutions so that applied vault cash projections are
updated as the maintenance period progresses. How-
ever, errors are likely to remain somewhat larger
under the current reserve requirement structure.

Temporary Open Market Operations

As a result of the issues discussed above and the
effect of low operating balances, the Desk relied on a
larger number of overnight system operations. These
were used to tailor reserve positions to the day-to-day
fluctuations in the intra-period demand for reserves, a
demand that was often revealed by the behavior of
the funds rate. The number of multiday operations
was similar to that in recent years, but the Desk
lengthened the maturity of many of the operations
this year.

The total volume of arranged RPs exceeded that in
1995, in part because of a decision by the Manager of
the System Open Market Account to conduct fewer
outright operations late in the year. The Desk met the
larger need at the end of 1996 by layering a number
of sizable, relatively long-lived, temporary opera-
tions. Although this strategy received a fair amount
of attention from market participants, empirical
analysis suggests that the funds market traded much
as it had in previous years when the temporary need
was smaller and much as it had been trading in 1996
before the seasonal add need developed.

APPENDIN A AUTHORIZATION FOR DOMESTIC
OPEN MARKET QPERATIONS

Open market operations during 1996 were conducted
under the Authorization for Domestic Open Market
Operations. No temporary change was made to the
authorization during 1996, and the authorized limit
on intermeeting-period changes in System account
holdings of U.S. government and federal agency
securities was held to $8 billion throughout the year.
The Authorization for Domestic Open Market
Operations in effect for 1996 is reprinted below:

Authorization for Domestic Open Market Operations

1. The Federal Open Market Committee authorizes and
directs the Federal Reserve Bank of New York, to the

extent necessary, to carry out the most recent domestic
policy directive adopted at a meeting of the Committee:

(a) To buy or sell U.S. government securities, includ-
ing securities of the Federal Financing Bank, and securities
that are direct obligations of, or fully guaranteed as to
principal and interest by, any agency of the United States in
the open market, from or to securities dealers and foreign
and international accounts maintained at the Federal
Reserve Bank of New York, on a cash, regular, or deferred
delivery basis, for the System Open Market Account at
market prices, and, for such Account, to exchange matur-
ing U.S. government and federal agency securities with the
Treasury or the individual agencies or to allow them to
mature without replacement; provided that the aggregate
amount of U.S. government and federal agency securities
held in such Account (including forward commitments) at
the close of business on the day of a meeting of the
Committee at which action is taken with respect to a
domestic policy directive shall not be increased or
decreased by more than $8.0 billion during the period
commencing with the opening of business on the day
following such meeting and ending with the close of busi-
ness on the day of the next such meeting;

(b) When appropriate, to buy or sell in the open
market, from or to acceptance dealers and foreign accounts
maintained at the Federal Reserve Bank of New York, on a
cash, regular, or deferred delivery basis, for the account of
the Federal Reserve Bank of New York at market discount
rates, prime bankers acceptances with maturities of up to
nine months at the time of acceptance that (1) arise out of
the current shipment of goods between countries or within
the United States, or (2) arise out of the storage within the
United States of goods under contract of sale or expected
to move into the channels of trade within a reasonable time
and that are secured throughout their life by a warehouse
receipt or similar document conveying title to the under-
lying goods; provided that the aggregate amount of bank-
ers acceptances held at any one time shall not exceed
$100 million;

(c) To buy U.S. government securities, obligations
that are direct obligations of, or fully guaranteed as to
principal and interest by, any agency of the United States,
and prime bankers acceptances of the types authorized for
purchase under 1(b) above, from dealers for the account of
the Federal Reserve Bank of New York under agreements
for repurchase of such securities, obligations, or accep-
tances in fifteen calendar days or less, at rates that, unless
otherwise expressly authorized by the Committee, shall be
determined by competitive bidding, after applying reason-
able limitations on the volume of agreements with indi-
vidual dealers; provided that in the event government
securities or agency issues covered by any such agreement
are not repurchased by the dealer pursuant to the agree-
ment or a renewal thereof, they shall be sold in the market
or transferred to the System Open Market Account; and
provided further that in the event bankers acceptances
covered by any such agreement are not repurchased by the
seller, they shall continue to be held by the Federal Reserve
Bank or shall be sold in the open market.

2. In order to ensure the effective conduct of open
market operations, the Federal Open Market Committee
authorizes and directs the Federal Reserve Banks to lend
U.S. government securities held in the System Open Mar-
ket Account to government securities dealers and to banks
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participating in government securities clearing arrange-
ments conducted through a Federal Reserve Bank, under
such instructions as the Committee may specify from time
to time.

3. In order to ensure the effective conduct of open
market operations, while assisting in the provision of short-
term investments for foreign and international accounts
maintained at the Federal Reserve Bank of New York, the
Federal Open Market Committee authorizes and directs the
Federal Reserve Bank of New York (a) for System Open
Market Account, to sell U.S. government securities to such
foreign and international accounts on the bases set forth in
paragraph 1(a) under agreements providing for the resale

APPENDIX I3

by such accounts of those securities within fifteen calendar
days on terms comparable to those available on such
transactions in the market, and (b) for New York Bank
account, when appropriate, to undertake with dealers, sub-
ject to the conditions imposed on purchases and sales of
securities in paragraph 1(c), repurchase agreements in U.S.
government and agency securities, and to arrange corre-
sponding sale and repurchase agreements between its own
account and foreign and international accounts maintained
at the Bank. Transactions undertaken with such accounts
under the provisions of this paragraph may provide for a
service fee when appropriate.

B.E. Operutions in Li.S. Treasury securities and federally sponsored agency securitics
hy the Federul Reserve Bunk of New York, December 31, 1993-December 31, 1996

Thousands of dollars

T
Type of issue ) . : Net Holdings, Holdings.
and maturity category Purchases Sales ; Redemptions Exchanges change 12/31/96 12131195
Operations for the System Open Market Account
Government securities
Treasury bills
Outright transactions .............. 9,900,700 0 0 —426,928,496 9,900,700
426,928,496
Matched sale~purchase
ransactions . ................. 3,092,399,472  3,094,769379 0 0 -2,369.907  14,706,039,000 12,336,132,000
Market . 52,874,000 52,874.000 0 0 0 0 0
Foreign official ................. 3,039,525,472  3,041,895,379 0 0 -2,369,907  14,706,039.000 12,336,132,000
Total Treasury bills
Including matched transactions ..| 3,102,300.172  3,094.769,379 0 0 7,530,793 190,646,505 183,115,712
Excluding matched transactions .. 9,900,700 0 0 0 9,900,700 205,352,544 195,451,844
Treasury notes and bonds
Within | year 524,200 0 2,014,839 —41,395,214  —42,885,853! 29,045,221 41,419,243
lto5 years ..... 3,898.400 0 0 31,459,662 35.358,062! 95,607,624 85,272,558
Stol0years .............. 1,116,100 0 0 6,665,552 7.781,652! 33781913 31,469,096
More than 10 years ,....... s 1,655,000 0 0 3,270,000 4,925,000! 41,825,857 39.920,857
Total notes and bonds .............. 7,193,700 0 2,014.839 0 5,178,861 200,260,615 195,081,754
Total Treasury securities
Including matched transactions 3,109,493,872  3,094,769,379 2,014,839 0 12,709,654 390,907,120 378.197,466
Excluding matched transactions . ... 17,094,400 0 2,014,839 0 15,079,561 405,613,159 390,533,598
Federally sponsored agency issues
Rollovers ...........coooioiiiinn, e -3,006,000 Ca s L
Within | year .. 0 0 244,295 2,906,000 —344,2952 1,223,050 1,241,295
1 to5ycats ... 0 0 130,000 100,000 -30,0002 519,900 840,950
StolOyears .............. 0 0 35,000 0 35,0002 456,750 526,750
More than 10 years ........ s 0 0 0 0 02 25,000 25,000
Total agency issues .................. 0 0 409,295 0 -409,295 2,224,700 2,633,995
Total System Account
Including matched transactions ... .. 3,109,493.872  3,094.769.379 2,424,134 0 12,300,359 393,131,820 380.831.461
Excluding matched transactions .... 17,094,400 0 2,424,134 0 14,670,266 407,837,859 393,167.593
Operations for the Federal Reserve Bank of New York Account
Repurchase agreements (RPs) by the
Federal Reserve Bank of New York
For the Syslem .......oooavvveeniinn, 532,921,000  ~525,200,000 0 0 7,721,000 21,583,000 13,862,000
Customer-related, passed through
to the market ................... 64,920,000 ~64,920,000 0 0 0 0 0

1. Does not include the following maturity shitts (in thousands of dollars):

Within 1 year
30,511,831

5to 10 years
-5,468,835

More than 10 years
-20,000

1 to 5 years
—-25,022,996

2. Does not include the following maturity shitts (in thousands ot dollars):

Within 1 year
326,050

1 to 5 years
291,050

5t0 10 years More than [0 years
-35,000 0
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C.1. Total US, Treasury and federully sponsored agency
securities held in the System Open Market Account,

December 31, 1996
Thousands of dollars

Net change
Ttem Holdings since
123195

Total agency issues ................ 2,224,700 ~409,295

Total U.S. Treasury securities ...... 390,907,120 12,709,654

Bills ........oovviiiis 190,646,505 7,530,784

Notes . .....covvvinnnnnnns o 150,921,721 1,588,571

Bonds .......ccieininiiininins 49,338,894 5,270,290
Total U.S. Treasury and

agency issues ................. 393,131,820 12,300,359

C.2. LS. Treasury bills held tn the System Open Market

Account, December 31,

1996

Thousands of dollars, except as noted

Percentage
Maturity date of Holdin; of total
issue outstanding, 12/3196 issue
outstanding
7,161,430 25.1
107,3202 258
4,580,8212 26.8
6,832,500 252
6,957,815 254
13,208,010 286
6,825,485 25.7
6,828,664 252
7.135,180 273
11,995,955 26.7
6,946,501 28.7
6,473,243 26.9
6,304,235 25.7
8,355,000 25.6
3,617,000 27.5
,400, 26.1
3,200,000 244
8,725.000 26.1
4,200,000 294
3.600,000 25.6
3.500,000 24.8
8,916,000 26.7
3,750,000 26.6
3,732,826 28.5
3,491,067 26.8
8,375,000 25.6
4,950,000 24.5
5,200.000 253
5,325,000 26.8
6,425,000 318
{000, 24.8
5527453 269
190,646,505 ‘e
7,530,784

1. Holdings of the January 9 Treasury bills were reduced $11,900,000 and
holdings of the January 16 Treasury bills by $2,806,039 reflecting sales under

matched sale-purchase agrcements.

2. The percentages include the amounts that were sold under matched sale—

purchase transactions.

C.3. US. Treasury notes hekd in the System Open Market

Account, December 31,

1996

Thousands of dollars, except as noted

Issue outstanding Percentage

Holdings, | oftoul | N, Claree

Matuit: 12731/ issue

Coupon date Y outstanding 12131195
Total that
matured in

1996 ....... 0 —41,189.243
1/15/97 606,500 6.3 8.000
1731/97 150,000 1.6 0
131197 400,000 2.2 0
2/15/97 1 794 796 9.1 95.000
2/28/97 72.000 4.8 0
2/28/97 597 000 32 22,000
3731/97 1,050,000 54 0
3/3197 484.000 43 0
411557 775,700 98 114,200
4/30/97 735,000 4.0 385,000
4/30/97 965,000 8.5 0
5/15/97 3.665,000 16.9 250.000
5/15/97 564,000 5.7 0
513197 725,000 38 0
5/31/97 403,000 37 0
6/30/97 692,435 3.6 0
6/30/97 430,000 3.9 0
71597 997.710 1.9 127,000
73197 400,000 33 0
w3 286,970 1.5 0
8/15/97 2,282,945 114 20,000
8/15/97 97.000 53 0
8/3197 574,000 52 0
8/31/97 719,830 3.7 50.000
93097 541,000 45 0
9/30/97 536,380 28 25.000
10/15/97 756,000 8.6 25,000
10731797 552,000 29 2,000
1013197 315,000 2.8 0
111597 3,218,000 15.5 308,000
111597 X 6.1 0
1173097 602,475 32 200,000
1173097 275.700 24 0
12731797 880,000 46 880.000
1273197 500,780 4.1 0
1/15/98 877.800 9.6 50,000
1/31/98 956,730 5.0 956,730
1/31/98 3 53 50,000
2/15/98 3.288,560 157 173,000
2/15/98 X 48 50,000
2/28/98 1,357,320 4.4 903,320

3/31/98 1,295,000 9.9
3/31/98 1,598,220 7.4 1,598,220
4/15/98 584,500 6.6 0
4/30/98 495,000 4.1 0
4/30/98 926,000 43 926.000
5/15/98 3,451,517 16.3 7,500
5/15/98 478,000 52 0
5/31/98 805,000 6.5 0
5131/98 671,000 3.2 671,000
6/30/98 1,471,000 11.7 (4]
6/30/98 1,177,000 54 1,177,000
598 1,275,140 13.1 55,000
3198 472,000 4.0 0
731/98 866,750 4.0 866,750
8/15/98 4,489,808 20.0 310000
8/15/98 1,011,000 8.9 177.000
8/31/98 591,000 4.5 0
873198 784,300 3.6 784,300
9/30/98 944,000 15 44,000
9/30/98 931,000 44 931,000
10/15/98 968,593 9.5 0
10/31/98 857,900 6.6 0
10/31/98 825,000 3.9 825,000
11/15/98 2,519,635 122 35,000
11/15/98 5, 54 25.000
11/30/98 929.000 77 50,000
11730/98 285,000 1.4 285.000
12/31/98 1,579,662 127 0
12/31/98 875,000 42 875,000
111599 892,045 8.5 36,500

131/99 377,000 29
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C 3 —Contind T TS Treiny Bl B D i riue Sxeloe Crpesn Mikan
Account December 310 1940
Thousands of dollars, except as noted Thousands of dollars, except as noted
Issuc outstanding Percentage ; . Issue outstanding . Percentage T
— s Holdings. of totad I\Czﬁ:lc‘::ngt INM Holdings, of louli> Nez;::fglgc
Maturity 12731196 issue ) . Maturit 12/3196 issue N <
Coupon date ? outstanding | 12/3V95 Coupon date Y outstanding ] 12/31/95
[ | N - - -
5000 ........... 2/15/99 3,472,140 15.8 3.472,140 Total that matured
8875 ... 2/15/99 845,000 8.7 152,000 in 1996 .....! 0 0
5500 ........... 2/28/99 435,000 3.7 0 '
5875 ... 3/31/99 1.875,000 14.6 0 3500 ... - 11/15/98 30,750 10.3 0
7000 ...l 4/15/99 1.073,700 10.5 0 11750 ...........  2/15/01 160,803 10.7 0
6500 ........... 4/30/99 1.219.620 9.9 0 13025 ... Is1sm 165,726 9.2 0
6375 ........... 5/15/99 2,602,124 1.2 2,602,124 8.000 .......... L1501 0 0 -505.810!
9125 ........... 5115199 1.127.500 1.3 0 13375 ... 813001 256.092 14.2 0
6.750 ........... 5/31/99 586.990 4.8 0 15750 .......... 11/15/01 172,904 9.6 0
6750 ........... 6/30/99 1,644.820 12.6 1,000 14250 ..., 2/15/02 159,800 89 0
6375 ... 7/15/99 349,000 35 2,000 11625 .......... 11715402 347,850 124 0
6.875 ........... 7/31/99 1,146,400 9.3 117,400 10750 .......... 2/15/03 739,250 24.6 85,000
6.000 ........... 8/15/99 1,780,110 7.8 1,780,110 10750 .......... 5/15/03 256,000 8.0 50.000
8000 ........... 8/15/99 797,600 78 29,600 12s .o 8/15/03 432,500 124 6,100
6875 ........... 8/31/99 701,480 57 100,000 1900 .......... 11/15/03 505,240 6.9 56,000
TA25 ol 9/30/99 1.078,752 8.4 0 12375 .......... 5115104 769,786 203 121,000
6000 ........... 10/15/99 406,113 39 0 13750 .......... 8/15/04 367,000 92 176,000
7300 ... 10/21/99 508,315 4.2 10,000 11625 .......... 1171504 519,200 6.3 0
5875 ... /1599 2,715,968 19 2,715,968 8250 .......... 5/15/05 1,513,660 36.0 0
7875 ... 11/15/99 687,000 6.4 20,000 12000 .......... 5715405 214,476 5.0 0
TI50 L 11/30/99 412,145 35 77,300 10750 .......... 8/15/05 882,000 9.5 357,000
7750 . 12/31/99 1,354,065 10.9 25.000 9375 ... 2/15/06 20,000 4 0
6375 ........... 1/15/00 689,545 6.8 0 7.625 ... .. 2115/07 1.396,164 332 0
7750 (...l 1/31/00 612,440 5.1 80,000 7875 ... HI/15/07 378.500 25.2 0
8500 ... 2/15/60 832,000 7.8 0 8375 ... 8/15/08 788.500 37.5 0
725 ool 2/29/0 935,290 75 63,000 8730 .......... 11/15/08 1,588.500 30.5 0
6875 ... 3/31/00 1.205.510 92 60.000 9.125 ... 5/15/09 891.205 19.4 20,000
5500 ...l 4/15/00 360,000 34 0 10375 ... 11/15/09 1,075,939 25.6 0
6750 ........... 4/30/00 767.750 6.2 115.000 11750 .......... 2/15/10 717,400 28.7 0
8875 ........... 5/15/00 480,000 4.6 0 10000 .......... 5/15/10 1.176,556 39.2 0
6250 ........ ... 5/31/00 642,460 5.1 15,000 12750 .......... 11/715/10 1.260,865 26.8 0
5875 ..l 6/30/00 740,100 59 15.100 13.875 .......... 5/15/11 1.073.542 233 30,000
6.125 ... 7/31/00 385,000 3.1 10,000 14000 .......... 11/15/11 885,091 18.) 0
8800 ........... 8/15/00 844,400 7.0 0 10375 (... 11/15/12 1,611,741 14.7 0
6.250 ...l 8/31/00 515,000 4.3 0 12000 .......... 8/15/13 3,040,772 205 25,000
6125 ........... 9/30/00 724,000 6.0 199,000 13.250 .......... 5/15/14 869,450 17.4 259,000
5750 ...l 10/31/00 537430 4.4 0 12500 .......... 8/15/14 905,720 17.8 50,000
8300 ........... 1H/15/00 841,000 73 25.000 18750 ........ .. 11/15/14 1,195,000 19.9 0
5625 ... 11/30/00 380,000 31 30,000 11250 .......... 2/15/15 1,335,733 10.5 0
5500 ... 12/31/00 800,000 63 800,000 10625 .......... 8/15/15 905,000 12.7 0
5250 ... 1/31/01 800,000 63 800,000 9875 .......... 11/15/15 501,500 7.3 35,000
7750 ...l 2/15/01 677,500 6.0 0 9250 .......... 2/15/16 780,000 10.7 0
5625 ... 2/28/01) 800,000 6.3 800,000 7250 ... 5/15/16 995,000 53 0
6375 .o 3/31/01 1.500,000 10.6 1.500.000 7500 ... 11/15/16 1.185.000 6.3 140,000
6250 (... 430/01 865,000 6.3 865.000 8750 .......... 55117 744,000 4.1 200,000
8000 ........... 5/15401 892,000 7.2 ] 8875 .......... 8/15/17 820.000 59 0
6300 ... 5/31/01 655,000 4.8 655,000 9123 ... 5/15/18 296,900 3.4 0
6.623 ........... 6/30/01 1,100.000 7.7 1,100,000 9000 .......... 11/15/18 256,000 2.8 0
6625 ... 7/31/01 700,000 5.0 700,000 8875 .......... 2/15/19 583,000 3.0 0
7875 ... 8/15/01 1,115,000 9.1 20,000 825 ...l 8/15/19 1,574,900 7.8 130,000
0500 .o &/31/01 525,000 38 525,000 8500 .......... 2/1520 590.879 58 0
6375 ... 9/30/01 650,000 4.5 650,000 8750 .......... 5/15/20 605,000 59 165.000
6250 ... 10/31/01 570,000 39 570,000 8750 ... 8/15/20 1,113,000 10.1 348,000
T500 ..o 11/15/01 1,543,000 6.4 175.000 7875 .. 2/15/21 463.000 4.2 38,000
SE75 .o 11/30/01 190,000 1.4 190.000 8125 ... 5/15/21 610,000 5.1 120,000
6125 (... 12/31/01 600,000 4.3 600.000 8125 ... 8/15/21 360,000 3.0 0
' 5/15/02 981.009 8.4 0 8000 .......... L1/15/21 855,000 2.6 50,000
8/15/02 2,190.000 92 0 T250 ... 8/15/22 445,000 4.3 45,000
2/15/03 2,095,000 8.9 0 7625 ... 11/15/22 470,000 4.4 0
8/15/03 3,620,000 12.9 0 7425 ... 2/15/23 982,000 53 0
2/15/04 550,000 4.2 0 6230 ... 8/15/23 980,000 43 0
5/15/04 1.880,550 13.1 0 7500 ...l 11/15/24 450,000 39 0
25 8/15/04 810.000 6.1 60,000 7625 ..o 2115125 700,000 6.0 0
7875 oo 11/15/04 1.613,040 11.3 10,000 6875 ... 8/15/25 1,100,000 8.7 0
TS00 Lo 215/05 1,150,000 8.3 0 [CX1,00 R 2/15/26 900,000 7.0 900,000
6300 ... i 5/15/05 2,000,000 13.6 0 6.750 ... 8/15/26 900.000 83 900,000
63500 ........... . 8/15/05 1,800,000 12.9 0 6500 .......... 11/15/26 1,470,000 12.8 1,470,000
S875 . LI/15/05 1,700,000 1.2 0
5625 ... 2/15/06 1,500,000 9.7 1,500,000 Total Treasury
6.875 ..o 5115106 1,700,000 10. 1,700,000 bonds ...... : . 49,338,894 e 5.270,290
TOOO oLl 7115106 1,620,752 7.1 1,620,752 !
65300 ... 10/15/06 1,844,800 8. 1,844,800 1. Called issue.

notes . ......

150,921,721 e 1,588,571
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Cs.

Federal Home Loan Bank securities held in the

System Open Muarket Account, December 31, 1996
Thousands of dollars, except as noted

C.7.

Federal Farm Credit Bank securities held in the

System Open Market Account, December 31, 1996
Thousands of dollars, except as noted

Issue outstanding

Percentage

Issue outstanding

Percctitag;

Holdings. of total N e:i‘:ci_"ge Holding: of total Ne;ﬁ:::nenge
Maturit 12/31/96 issue . Maturi 12/31/96 issue
Coupon date y outstanding 12731195 Coupon datety outstanding 12731195
Total that matured Totat that matured
in1996..... 0 —-116,000 in1996..... 0 —~887,000
6.850 ... 2/25/97 26,700 .6 0 .33 1102197 195,000 12.4 195,000
7.650 . 3725197 12,000 2.6 0 . 102/97 85,000 124 85,000
9.150 .. 3125197 5,000 1.7 0 . 2/03/97 125,000 7.9 125,000
6990 .. 4/25/97 14,000 38 0 5660 .......... 2/03/97 36,000 7.4 36,000
5.260 .. 4/27/98 14,000 47 0 5220 ...l 3/03/97 270,000 16.0 270,000
9.250 .. 11/25/98 5,000 1.1 0 5430 .......... 3/03/497 50,000 14.7 50,000
9.300 .. 1/25/99 2,000 6 0 5450 .......... 4/01/97 40,000 13.3 40,000
8.600 .. 6/25/99 3,900 1,2 0 5340 .......... 5/01/97 29.000 10 29.000
8.450 .. 7/26/99 5,000 2.0 0 5290 .......... 6/02/97 57.000 15.8 57,000
8.600 .. B/25/99 11,000 4.5 [¢] 11900 .......... 10/20/97 15.000 33 Q
8.375 .. 10/25/99 10,000 37 0 8650 .......... 10/01/99 10.000 29 0
8600 ........... 1/25/00 6,000 2.0 0
Total ........... 912,000 0
Total ........... 114,600 -116,000
C.6.  Federal National Mortgage Associution sccurities
held in the Svstem Open Market Account, C.8. Tederal Land Bank securities held in the System
December 31, 1996 Open Market Account, December 31, 1996
Thousands of dollars. except as noted Thousands of dollars, except as noted
Issue outstanding Percentage | ., . Issue outstanding Percentage
Holdings. | of o Net change Holdings, | oftowl | Netchange
Maturnity 12/31/96 issue > Maturit 12/31/96 issue
Coupon date Y outstanding 12131195 Coupon date Y outstanding 123495
Total that matured Total that matured
inl199..... 0 —188.500 in1996..... 0 —49,795
1710197 160,000 9.7 0 7350 .......... 1720097 16,650 3.7 0
6/10/97 27,000 4.5 0
710/97 10,000 1.7 0 Total ........... .o 16,650 e -49,795
9/10/97 35.000 7.0 0
911/97 0 0 -45.000!
10110197 4700 .6 0
2/10/98 10,000 1.6 0
3/11/98 50,000 6.3 0
4/10/98 30.000 5.0 0
8/10/98 50,000 10.0 4]
9/10/98 48,000 7.4 0
12/10/98 15,000 2.1 0
12/10/98 30.000 27 0
310799 25.000 3.6 0
3/10/99 0 0 -50.0001
6/10/99 23,000 28 0
7112199 5,000 1.0 0
8/11/99 15,000 3.0 0
10/14/99 100,000 25.0 100,000
11/10/99 7,000 4 0
2/10/00 25,000 5.0 ¢
4/10/00 10,000 1.3 0
91100 10,000 2.5 0
4/10/01 0 0 —35,000!
6/11/01 0 0 —20.000!
7710101 0 0 —-5.000!
1710/02 10.000 2.0 0
4/10/02 10,000 1.4 0
6/10/02 40,100 6.7 0
710002 12,000 24 0
9/10/02 35,000 54 0
4/10/03 30,000 4.3 0
6/10/03 25,000 5.0 0
710/03 15,000 3.0 0
12/10/03 10.000 1.3 0
4/14/04 100,000 12.5 0
6/10/04 24,650 31 0
7/14/04 5,000 8 0
10/12/04 30,000 15 0
9/12/05 20,000 5.0 0
11/10/05 100,000 25.0 0
12/10/15 10,000 4.0 0
3106 15,000 3.7 0
1,181,450 ~-243,500

1. Called issue.
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Industrial Production and Capacity Utilization

for May 1997

Released for publication June 17

Industrial production increased 0.4 percent in May,
about the same as in the previous two months; April
growth was revised up to 0.3 percent, and March
growth was revised down to 0.4 percent. The produc-
tion of motor vehicles partially rebounded in May, as
one of the strikes that had begun in April ended in
early May. Continued strength in commercial aircraft

Industrial production indexes
Twelve-month percent change

and the high-technology sector also contributed to the
widespread gains among durable manufacturing
industries. In addition, coal production jumped sub-
stantially, apparently in response to demand by elec-
tric utilities to replenish inventories. At 119.7 percent
of its 1992 average, industrial production in May was
4.3 percent above its level of May 1996. The rate of
industrial capacity utilization edged up 0.1 percent-
age point, to 83.7 percent.

Twelve-month percent change
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Industrial production and capacity utilization, May 1997

Industrial production. index, 1992=100
Percentage change
Category 1997
19971 May 1996
to
Feb.r \ Mar.* ‘ Apr.” Maye Feb.r ‘ Mar." ‘ Apr.© ’ May? May 1997
Total ... 118.4 118.8 119.2 119.7 5 4 3 4 4.3
Previous estimate ..................... 118.4 119.0 119.0 5 .6 0
Major market groups
Products, total> ....................... 114.8 115.3 1153 115.5 5 4 0 2 37
Consumer goods .......... .. 111.6 112.2 111.7 [11.6 -1 5 -4 —1 1.4
Business equipment 133.8 134.4 135.7 136.4 1.3 5 1.0 5 92
Construction supplies .. 120.0 121.4 1204 120.8 2.5 1.2 -8 3 4.0
Materials. ... 124.1 124.5 125.5 126.4 6 3 8 7 52
Major industry groups
Manufacturing 120.1 120.5 120.8 121.4 6 4 2 5 5.0
Durable ...... . 130.8 131.7 132.4 1334 1.0 7 .6 8 6.6
Nondurable . 108.6 108.7 108.5 108.8 1 .1 -2 2 3.1
Mining ......... . 106.3 107.6 107.1 109.2 2.6 1.3 -5 2.0 5.8
Utilitles ... 110.2 109.9 1124 110.2 2.3 -3 23 -1.9 -3.8
Capacity utilization, percent ng;tqu’
per-
1996 1997 gﬁgfgg:
Average, Low, High, A
1967-96 | 1982 | 1988-89 May 1996
May Feb.r Mar.* Apr.t Mayp May 1997
Total .................. ... 82.1 711 85.3 83.2 83.5 83.6 83.6 83.7 3.7
Previous estimate ..................... 83.5 83.7 83.4
Manufacturing ........................ 81.2 69.0 857 82.0 82.6 82.7 82.6 82.7 4.1
Advanced processing . 80.6 704 84.2 80.3 80.7 80.7 80.6 80.7 5.0
Primary processing .......... . 823 66.2 88.9 85.9 86.9 87.2 87.1 87.5 22
Mining ....................... .. 87.5 80.3 86.8 90.7 93.4 94.6 94.0 95.9 .1
Utilities ... 87.2 75.9 92.6 92.0 87.1 86.8 88.6 86.9 1.9

Notr. Data seasonally adjusted or calculated from seasonally adjusted
monthly data.
1. Change from preceding month.

When analyzed by market group, the data show
that the output of consumer goods was about
unchanged; gains in the production of durable goods
were offset by declines in nondurable consumer
goods. Among durables, the output of motor vehicles
recovered about one-fifth of the strike-related decline
in April. The production of appliances and of home
computing, video, and audio equipment regained
about two-thirds of April’s decline. The production
of nondurable consumer goods other than energy
products—namely food, clothing, and consumer
chemical products—eased slightly. A decrease in
residential electricity sales more than accounted for a
1 percent decrease in the output of consumer energy
products; temperatures were relatively cool in May,
reducing the need for air conditioning.

The output of business equipment rose 0.5 percent,
with most major categories posting gains. The output
of information processing equipment continued to
contribute to the growth in this sector. In addition, the
ongoing strength in commercial aircraft in combina-

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

tion with the rebound in business autos and trucks
boosted the production of transit equipment. The
output of industrial equipment, which is now esti-
mated to have jumped in April, edged down, while
the other equipment category advanced solidly for
another month, led by further strength in service
industry machinery and office furniture.

The output of construction supplies reversed
slightly less than one-half of April’s loss, putting it
near the upper end of its range during the past several
months. The production of materials rose 0.7 percent,
led by another sizable gain in the output of durable
goods materials. Among the components of durable
materials, the output of equipment parts, particularly
semiconductors, rose sharply. The production of
parts for consumer durables, mainly for motor vehi-
cles, also increased. Energy materials rose 0.3 per-
cent, as the large increase in coal production more
than offset the decline in electricity generation. The
output of nondurable goods materials was about
unchanged.
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When analyzed by industry group, the data show
that manufacturing output increased 0.5 percent after
a 0.2 percent increase in April. Excluding motor
vehicles and parts, the output in manufacturing rose
0.5 percent, just slightly faster than in the previous
two months. Much of the strength in the past few
months reflects the increased output of durable goods;
the production of nondurables is little changed from
the end of last year. Gains were widespread within
the durable goods sector, with only miscellaneous
manufacturing and the stone, clay, and glass industry
declining. Increases were especially strong in electri-
cal machinery and primary metals. The production
of nondurables increased 0.2 percent, recovering
all of the April decline. Gains in the output of petro-
leum, rubber and plastics, paper, textile mill products,
and printing more than offset weakness in other
categories.

A pickup in oil and gas drilling activity as well as
sharply higher coal production raised mining output,
but utility output fell.

The factory operating rate edged up 0.1 percentage
point, to 82.7 percent; the level has changed little in
recent months. The utilization rate for advanced-
processing industries increased 0.1 percentage point,
to 80.7 percent, which is just slightly above its long-
term average. The rate for primary-processing indus-
tries rose 0.4 percentage point, to 87.5 percent, but
remained below its recent high of 89.6 percent in
December 1994. Among the primary-processing
industries, the rate of utilization increased for all
industries except primary chemicals; stone, clay, and
glass; and fabricated metals.

Note. The data published in this release reflect the
semiannual revision to seasonal factors for motor
vehicle assemblies and for series that use production-
worker hours as their monthly indicator. Seasonal
factors were not changed before February 1997. [
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Statement to the Congress

Statement by Alan Greenspan, Chairman, Board of
Governors of the Federal Reserve System, before the
Committee on Banking and Financial Services, U.S.
House of Representatives, May 22, 1997

I am pleased to be here today to present the views of
the Board of Governors of the Federal Reserve Sys-
tem on the financial modernization legislation intro-
duced by chairman Leach, H.R.10, the Financial Ser-
vices Competitiveness Act of 1997. This bill would
reform the Glass—Steagall prohibitions to permit the
affiliation of banks and securities firms. It would also
permit bank and insurance company affiliations and
provide the flexibility for banking organizations to
engage in other “financial” or “‘incidental” activi-
ties. The Competitiveness Act would facilitate the
ownership of banks by other financial firms by creat-
ing a category of uninsured wholesale banks that may
have some commercial affiliations. H.R.10 would
produce identical rules for banks and federally char-
tered thrift institutions and rationalize their regulation
and supervision.

The Board strongly supports the approach to finan-
cial modernization embodied in H.R.10. We believe
it would improve the efficiency and competitiveness
of the financial services industry and result in more
choices and better service for consumers. However,
as the committee knows, the Board opposes one
aspect of the bill, the authorization for so-called
operating subsidiaries of banks to engage in some
financial activities not permitted to their parent bank.
Our concern is the transference of the safety net
subsidy directly to those activities that the bill would
authorize for subsidiaries of banks.

BETTER SERVICES TO THE PUBLIC

The Board believes that the Congress should widen
the permissible range of affiliations for banking orga-
nizations to expand the choices for consumers and
increase the efficiency of financial markets. Financial
modernization should remove outdated restrictions
that serve no useful purpose, that decrease economic
efficiency, and that, as a result, limit choices and
options for the consumer of financial services. Such

statutory prohibitions result in higher costs and lower
quality services for the public. Their removal would
permit banking organizations to compete more effec-
tively in their natural markets. The result would be a
more efficient financial system providing better ser-
vices to the public.

Indeed, the Board urges that, as you consider the
reforms before you, the focus not be on which set of
financial institutions should be permitted to take on a
new activity or which would, as a result, get a new
competitor. All are doing similar things now and are
currently in competition with each other, offering
similar products. Securities firms have for some time
offered checking-like accounts linked to mutual
funds, their affiliates routinely extend significant
credit directly to businesses, and they are becoming
increasingly important in the syndicated loan market.
Banking organizations are already conducting a secu-
rities business. Although indicative of the need for
reform, which institution has hurdled some earlier
restraint is not the issue. The Board believes that the
focus should be as follows: Do H.R.10 and the other
proposed bills promote a financial system that makes
the maximum contribution to the growth and stability
of the US. economy? Is the removal of existing
restraints in these bills consistent with a safe and
sound banking system and containment of the federal
safety net? Do the proposals increase the compatibil-
ity of our laws and regulations with the changing
technological and global market realities to ensure
that these goals are achieved? Are they consistent
with increased alternatives and convenience for the
public at a manageable risk to both the bank insur-
ance fund and financial market stability? With the
previously noted caveat, the Board believes that these
questions can be answered in the affirmative for the
bill.

Banking organizations are in a particularly good
position to provide securities underwriting, insur-
ance, and other financial services to investors. They
are knowledgeable about the institutional structure of
the market, skilled at evaluating risk, knowledgeable
about the financial needs of their customers, and
operate from locations that are convenient for the
public. Moreover, for centuries, the special expertise
of banking organizations has been to accumulate
borrower-specific information that they can use to
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make credit and related judgments that less well-
informed savers and depositors cannot make. Using
such information asymmetries has been the value
added of banking on the credit side.

It would appear that many companies and individu-
als want to deal with a full-service provider that can
handle their entire range of financing needs. This
preference for “one-stop shopping” is easy to under-
stand. Starting a new financial relationship is costly
for companies and individuals and, by extension, for
the economy as a whole. [t takes considerable time
and effort for a customer to convey to an outsider a
deep understanding of its financial situation. This
process, however, can be short-circuited by allowing
the customer to rely on a single organization for
deposit services, loans, strategic advice, the under-
writing of debt and equity securities, and other finan-
cial services. As evidence that there are economies
from this sharing of information, most of the sec-
tion 20 underwriting has been for companies that had
a prior relationship with the banking organization.

The economic benefits of “‘one-stop shopping”™ can
readily be seen for small and medium-sized firms.
These firms, as a rule, do not attract the interest of
major investment banks, and regional brokerage
houses do not provide the full range of financial
services these companies require. Rather, their pri-
mary financial relationship is with the commercial
banking organizations where they borrow and obtain
their services. From the borrower’s perspective, it
makes sense to leverage this relationship when the
time comes to access the capital markets for financ-
ing. It is thus reasonable to anticipate that if securities
activities are authorized for bank affiliates, banking
organizations, especially regional and smaller bank-
ing organizations, would use their information base
to facilitate securities offerings for smaller, regional
firms. The same efficiencies are likely to benefit local
municipal revenue bond issues.

The Board’s recent action to raise the section 20
limits on ineligible revenues to 25 percent of the total
will increase the number of banking organizations
that can engage in securities underwriting. However,
there are still a large number of banks that do not
have the necessary volume of government, agency,
and municipal bonds transactions to meet the other
75 percent of the total that would permit them to
engage in an economically viable volume of corpo-
rate or municipal revenue bond underwriting and
hence to service their smaller customers. Investment
banking services are now available for some of these
smaller issuers but at a relatively high cost. More-
over, the Board’s recent decision does not address
other important aspects of securities activities that are

dealt with by H.R.10, such as authorizing merchant
banking and mutual fund sponsorship.

The convenience and cost savings for companies
issuing securities will also accrue to individuals seek-
ing other financial services. There are real potential
benefits to consumers of “‘one-stop shopping” for
loans, deposits, money market accounts, securities,
and insurance. It is only artificial and outdated restric-
tions that stand in the way of lower cost and conve-
nient delivery systems for our citizens.

THE NEED FOR CONGRESS TO SHAPE
DEVELOPMENTS

Three major forces are rapidly changing our financial
system and rendering old structures obsolete. These
forces offer the Congress the opportunity to restruc-
ture the financial services industry in a way that will
serve the public interest by assuring minimum cost,
maximum service, and prudent risk management.

The most profound force is, of course, technology:
the rapid growth of computers and telecommunica-
tions. Their spread has lowered the cost and broad-
ened the scope of financial services, making possible
new product development that would have been
inconceivable a short time ago and, in the process,
challenging the institutional and market boundaries
that in an earlier day seemed so well defined.

Technological innovation has accelerated the sec-
ond major trend, financial globalization, that has been
in process for at least three decades. Both develop-
ments have expanded cross-border asset holdings,
trading, and credit flows, and, in response, both secu-
rities firms and U.S. and foreign banks have increased
their cross-border locations. Under a congressional
mandate, foreign offices of U.S. banking organiza-
tions have for some time been permitted, within
limits, to meet the competitive pressures of the local
markets in which they operate by conducting activi-
ties not permitted to them in the United States. In the
evolving international environment, these offshore
activities have included global securities underwrit-
ing and dealing. through subsidiaries, an activity in
which U.S. banking organizations have been among
the world leaders, despite limitations on their author-
ity to distribute securities in the United States.

Such a response to competition abroad is an exam-
ple of the third major trend reshaping financial
markets—market innovation—which has been as
much a reaction to technological change and global-
ization as an independent factor. These developments
make it virtually impossible to maintain some of the
rules and regulations established for a different eco-
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nomic environment. As a result, the kinds of activi-
ties our banking organizations are conducting no
longer fit the traditional paradigms of deposit-taking
and loan-making.

Technological change, globalization, and regula-
tory erosion will eventually make it impossible to
sustain outdated restrictions. That is what we are here
today to discuss—the need to remove outdated
restrictions and to rationalize our system for deliver-
ing financial services.

RISKS IN MODERNIZATION

To be sure, with the benefits of financial moderniza-
tion come some risks, but the Board believes the
evidence indicates that the risks in securities under-
writing and dealing are manageable. Underwriting
primarily is a deals-oriented, purchase and rapid
resale, mark-to-market business in which losses, if
any, are quickly cut as the firm moves to the next
deal. Since the enactment of the Securities Acts—
with their focus on investor protection—the broker—
dealer regulator, the Securities and Exchange Com-
mission (SEC), is quick to liquidate a firm with
insufficient capital relative to the market value of its
assets, constraining the size of any disturbance to the
market or affiliates. The SEC now applies such super-
vision to section 20 affiliates, and it would do so to
securities affiliates under H.R.10 and similar bills
introduced in this Congress. Section 20 affiliates have
operated during a period in which sharp swings have
occurred in world financial markets, but they still
were able to manage their risk exposures well with no
measurable risks to their parent or affiliated banks.
Indeed, to limit the exposure of the safety net, the
supervisors have insisted that securities affiliates have
risk management and control systems that assure that
risk can be managed and contained. As would be the
case for securities affiliates with the Competitiveness
Act, the Federal Reserve has required that such an
infrastructure exist before individual section 20 affili-
ates are authorized and that organizations engaging in
these activities through nonbank affiliates have bank
subsidiaries with strong capital positions.

The bill proposed by chairman Leach attempts to
accommodate the merchant banking business cur-
rently conducted by independent securities firms.
Both bank holding companies with section 20 subsid-
iaries and independent securities firms engage in
securities underwriting and dealing activities. How-
ever, independent securities firms also directly pro-
vide equity capital to a wide variety of companies
without any intention to manage or operate them. The

Leach bill would permit securities firms that acquire
commercial banks, as well as securities firms
acquired or established by bank holding companies,
to engage in all of these activities—underwriting and
dealing in securities, as well as merchant and invest-
ment banking through equity investment in any busi-
ness without becoming involved in the day-to-day
operations of that business. These powers are crucial
to permit securities firms to remain competitive
domestically and internationally. Under the bill, the
Board could establish rules to ensure that these activi-
ties do not pose significant risks to banks affiliated
with securities firms, serve as a “back door” to the
commingling of banking and commerce, or unduly
spread the subsidy impact in the safety net.

As for insurance, the evidence is clear that, where
risk is diversifiable and, hence, predictable, such as
life and certain property insurance lines, the resultant
business risks are manageable. The evidence is less
clear for catastrophe-related property insurance.
Other risks come from the same sorts of credit and
interest rate risks about which banks are already
knowledgeable. Life, automobile, and other insur-
ance sales are virtually riskless, and authorizing in-
surance brokerage sales by banks is likely to add
additional convenience and service, as well as lower
prices, for the public.

H.R.10 would continue the holding company
framework for nonbank activities, which the Board
believes is important to limit the direct risk of new
financial activities to banks and the safety net. The
Board is of the view that the risks from securities and
insurance underwriting are manageable using the
holding company framework proposed in the Com-
petitiveness Act. But there is another risk: the risk
of transference to nonbank affiliates of the subsidy
implicit in the federal safety net—deposit insurance,
the discount window, and access to the payments
system—with the attendant moral hazard. As the
committee knows, the Board believes that the sub-
sidy is more readily transferred to a subsidiary of an
insured depository institution than to its affiliates and
that the holding company structure creates the best
framework for limiting this leakage. We have con-
cluded accordingly that the further the separation
from the bank, the better the insulation. We are
concerned that conducting securities and similar
activities as principal in subsidiaries of U.S. banks
does not create sufficient distance from the bank.

Let me be clear that bank holding companies and
their subsidiaries also benefit from the subsidy im-
plicit in the safety net. Their capital costs are lower
since a portion—currently a large part of—the con-
solidated assets of the organization are in subsidiary
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depository institutions that have direct access to the
safety net. This transfer, of course, is significantly
smaller than the direct transfer to a bank subsidiary.
But it is large enough to suggest that we should be
cautious about extending permissible activities of
bank or financial services holding companies to
include nonfinancial commercial enterprises. Gener-
ally, public policy should give wide range to free
market competition, including business decisions on
affiliations. However, when such affiliations may
imply subsidy transters at best—and taxpayer sup-
port at worst—we should be very careful.

The world is changing rapidly, and it may well
become increasingly difficult to distinguish between
banking and aspects of commerce. However, the free
and open legal association of banking and commerce
would be a profound and surely irreversible structural
change in the U.S. economy. We should, as a result,
be careful to assure ourselves that whatever changes
are made in our financial system do not distort our
continued evolution to the most efficient financial
system. In earlier testimony, 1 suggested that we
would have to review carefully the kinds of combina-
tions that could occur with a permissible basket for
nonfinancial firms. As we have done so, the problems
exposed have led us to a more cautious position.
More generally, the subsidy transfer concerns and our
uncertainty about the ultimate impact of free affilia-
tion between banking and commerce on our financial
system suggest to the Board that at least any wider
authorization of banking and commerce should be
postponed while we focus on financial moderniza-
tion. Concerns about ensuring a two-way street
should be addressed without attempting to make final
decisions now about any future wider combinations
of banking and commerce.

The legislation proposed by chairman Leach also
provides for oversight of the consolidated activities
of a financial services holding company. The Board
believes such oversight is essential to a sound finan-
cial system in which the public can have confidence.
Some, however, have expressed concerns that such
oversight is incompatible with an institution that
owns a number of otherwise unregulated subsidiaries.
That view is presumably directed at an expected level
of significant supervisory intrusion and possibly from
fear of new regulatory constraints by those acquiring
a bank for the first time.

The Board also has concerns about excessive over-
sight, although for somewhat different reasons. In an
environment of greater deregulation and financial
reform, market discipline becomes ever more critical.
Such discipline requires that market participants cor-
rectly perceive that nonbanking entities are not cov-

ered by the federal safety net. Providing banklike
supervision to nonbank affiliates of banks in the
context of financial reform would send the wrong
signal, creating difficult moral hazard issues. For
these reasons, the agency charged with consolidated
oversight should have a clearly defined role—one
that permits it to protect affiliated banks and the
safety net from abuse and excessive risk, while per-
mitting operational synergies and imposing minimal
interference with the growth or activities of the
bank’s affiliates.

CONSOLIDATED OVERSIGHT

The Board believes that combination of the holding
company vehicle and Federal Reserve supervision
and regulation under the Bank Holding Company Act
has limited the transfer of the safety net from the
banks to the holding company parent and its nonbank
subsidiaries. The historical experience in supervising
bank holding companies also has shown that knowl-
edge of the financial strength and risks inherent in a
consolidated holding company can be critical to pro-
tecting an insured subsidiary bank and resolving
problems once they arise. Examples are easy to
recall: Bank of Credit and Commerce International,
Continental Illinois, Barings PLC, thrift institutions,
and Texas banks all exhibited problems that spread
quickly among their affiliates or required a consoli-
dated approach to resolve the problems at least cost
and disruption to the financial system. By approach-
ing matters from the perspective of a consolidated
organization, the Federal Reserve, the agency histori-
cally charged with conducting consolidated over-
sight, has also helped to prevent banking problems by
addressing operational or capital deficiencies within a
subsidiary bank, or elsewhere in the organization.
Moreover, continued gains in technology and in
innovative risk-management techniques permit orga-
nizations of all kinds to manage and control their
activities on an increasingly centralized basis, with
less attention paid to the individual legal entities that
make up the organization. In that environment, it
seems to the Board that oversight on a consolidated
basis of an organization’s broad-based activities
becomes more crucial, not less. Bank supervisors
throughout the world recognize this point and have
adopted consolidated oversight as a fundamental
principle. The Congress also recognized the necessity
of consolidated oversight for the U.S. banking sys-
tem, by requiring, as a condition for a foreign bank’s
entry into this country, that the bank be subject to
consolidated home country supervision. What is nec-
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essary for foreign banks entering the United States is
surely just as necessary for U.S. banks and the U.S.
banking system.

While important, consolidated oversight need not
become unduly intrusive to financial services holding
companies. The necessity to understand and review
centralized risk management and control mecha-
nisms, and similarly to review intraorganizational
fund transfers involving the insured depositories,
does not require banklike supervision of nonbank
affiliates. H.R.10 recognizes this. It would require the
banking agencies to rely to the fullest extent possible
on examination reports and other information col-
lected by supervisors of other regulated entities. It
would also provide for quite limited consolidated
oversight for those organizations in which the bank
subsidiaries represent a modest part of the overall
organization and do not exceed a maximum size. In
addition, the bill would require the banking agencies
to defer to the SEC in interpretations and enforce-
ment of the federal securities laws. It further elimi-
nates the current legal requirements for applications
for nonbanking activities by holding companies that
own relatively small banks, an approach we believe
could also be extended quite usefully to bank acquisi-
tion proposals. These are extremely important provi-
sions both for existing bank holding companies and
for securities firms and insurance companies that
wish to affiliate with banks. Such provisions would
greatly enhance the *“‘two-way street”” by eliminating
unnecessary burden and red tape.

The Board not only supports these changes but also
recognizes that its own traditional approach to super-
vising and regulating bank holding companies must
change as technology changes. Indeed, such changes
are already well under way. They include a much
streamlined application process; a more risk-focused,
less transaction-testing approach to inspections; fewer
firewalls between banking and securities affiliates of
bank holding companies to accommodate operating
synergies; and greater reliance on internal and exter-
nal auditors. In anticipation of financial moderniza-
tion legislation, the Board is considering alternative
approaches to evaluating the capital adequacy of
heterogeneous financial conglomerates, when bank-
ing 1s not the dominant activity. Such flexibility
would be required to ensure that banklike standards
are not indirectly imposed on insurance or securities
firms and that the standards of their primary regulator
prevail and allow them to compete effectively.

As the affiliates of banks increasingly conduct a
nonbanking business, the desirability of avoiding the
extension of banklike regulation will require that the
agency with oversight responsibility rely heavily on

published financial reports, agency reviews of exist-
ing management information, examinations by other
supervisors, and evaluations by market analysts when
assessing the overall strength and potential riskiness
of a bank’s parent and affiliates. Such information
can alert the oversight agency to look more closely at
the organization and, if necessary, take steps to pro-
tect an affiliated bank. Indeed, that agency should be
empowered and expected to prevent or curtail abu-
sive practices and undue risks in an organization
when they threaten affiliated banks and the safety net.
Similarly, it should be just as responsible to assure
that the transfer of the subsidy of the safety net from
the bank to its affiliate, through intraorganiza-
tional funds transfers and other means, is kept to a
minimum.

I believe the United States currently has a strong
and effective supervisory process and one that has
also permitted its banking and financial system to
fuel economic growth to a degree unmatched in the
world today. Although we have had our problems,
most notably with thrift institutions, we must not
forget our experience as we work toward a still better
approach. Our domestic banking system is also
widely recognized as the most innovative and best
capitalized system in the world, and its profits have
reached new record levels in recent years. As I have
pointed out previously, advancing technology will
inevitably require increasing reliance on private
counterparty surveillance to contain credit and mar-
ket risks. Nonetheless, we should recall that just six
or seven years ago, events created pressures to
expand and increase government banking supervision
at all levels. In the present environment of prosperity
and financial stability, it is easy to forget that experi-
ence and to believe that little or no oversight is now
needed for consolidated entities.

We must move forward, but with proper balance—
with a balance that I believe the bill maintains, with
the exception noted. The agency conducting consoli-
dated oversight must be permitted to monitor both the
financial condition of the organization and the poten-
tial transfer of risks to its insured depository affili-
ates. Moreover, we reiterate our concern that, regard-
less of how restructuring is addressed, the Congress
not impair the ability of the Federal Reserve to moni-
tor large banking organizations and respond effec-
tively to systemic crises.

CONCLUSION

Mr. Chairman, members of the committee, the ques-
tion is not whether we will have changes in financial
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markets. Technology, globalization, and market inno-
vations are bringing rapid changes that canunot be
reversed. The open questions are how banking orga-
nizations will participate and will they do so in ways
that appropriately balance the tradeofts among risk,
minimal use of the sovereign credit, and maximum
competition, public benefit, and convenience? If the
Congress does not act, the balancing will be done by
market forces and, when possible, regulators forced
to take positions by events. The Board believes that
the Congress needs to act and that the Leach

proposal—excluding authorization for new activities
in bank subsidiaries—accomplishes a balancing of
the risks and benefits of banks’ participation in finan-
cial modernization. The Board also urges that the
Congress resist efforts to so limit consolidated over-
sight of banking organizations as to raise questions
about our ability to limit risk exposures of insured
depositories, to limit the transference of the safety net
subsidy, or to prevent and manage financial market
crises. ]



584

Announcements

REGULATION C: AMENDMENT

The Federal Reserve Board on May 20, 1997, issued
an amendment to its Regulation C (Home Mortgage
Disclosure), making final an interim rule that raised
the exemption level for small institutions.

The interim rule was adopted last January, rais-
ing the exemption threshold from $10 million to
$28 million in assets. Institutions with assets totaling
$28 million or less are not required to collect HMDA
data in 1997.

The final rule also establishes an alternative way
for covered institutions to provide disclosure state-
ments in metropolitan areas where they have branch
offices, which they may begin using immediately.
Disclosure statements for individual institutions are
prepared by the Federal Financial Institutions Exami-
nation Council. Within three business days of receiv-
ing the statement from the Council, an institution
must make a complete copy of its disclosure state-
ment available to the public, at its home office.

For branch offices located in other metropolitan
areas, the institution will now have the option of
posting a notice informing the public that disclosures
will be provided upon written request and indicating
the address for sending requests. Previously, the rule
required that, within ten calendar days of receipt
from the Council, disclosures for these branch offices
be available for public inspection at one office in each
metropolitan area.

Individual disclosure statements pertaining to 1996
mortgage lending activity will likely be sent to report-
ing institutions starting in early June. Institutions
may begin using the new branch disclosure approach
immediately, both for the 1996 statements and for
earlier years’ data.

Both the branch disclosure rule and the change in
the asset threshold carry out amendments to the
Home Mortgage Disclosure Act that were signed into
law in September 1996.

PROPOSED ACTION

The Federal Reserve Board on May 15, 1997, issued
proposed amendments to Regulation J (Collection of
Checks and Other Items by Federal Reserve Banks
and Funds Transfers through Fedwire) to help ease
the transition to interstate branching in the check
collection area. Comments should be received by
July 21. Comments had already been requested on
regulatory proposals to define the location of a
depository institution for purposes of maintaining a
single reserve account for a multi-District institution
and for Federal Reserve membership.

ANNUAL REPORT: PUBLICATION

The 83rd Annual Report, 1996, of the Board of
Governors of the Federal Reserve System, covering
operations for the calendar year 1996, is available for
distribution. Copies may be obtained on request to
Publications Services, Mail Stop 127, Board of
Governors of the Federal Reserve System, Washing-
ton, DC 20551. Also available from Publications
Services is a separately printed companion document,
Annual Report: Budget Review, 1996-97, which de-
scribes the budgeted expenses of the Federal Reserve
System for 1997 and compares them with expenses
for 1995 and 1996. Both reports are also available at
http://www .bog.frb.fed.us/—the Board’s World Wide
Web site.

CHANGE IN BOARD STAFF

The Board of Governors announced that James 1.
Garner, Deputy Associate Director in the Division of
Banking Supervision and Regulation, retired on
June 3, 1997, after twenty-seven years of service to
the Federal Reserve System. |
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Minutes of the

Federal Open Market Committee Meeting

Held on March 25, 1997

A meeting of the Federal Open Market Committee
was held in the offices of the Board of Governors of
the Federal Reserve System in Washington, D.C., on
Tuesday, March 25, 1997, at 9:00 a.m.

Present:
Mr. Greenspan, Chairman
Mr. McDonough, Vice Chairman
Mr. Broaddus
Mr. Guynn
Mr. Kelley
Mr. Moskow
Mr. Meyer
Mr. Parry
Ms. Phillips
Ms. Rivlin

Messrs. Hoenig, Jordan, Melzer, and Ms. Minehan,
Alternate Members of the Federal Open Market
Committee

Messrs. Boehne, McTeer, and Stern, Presidents of the
Federal Reserve Banks of Philadelphia, Dallas,
and Minneapolis respectively

Mr. Kohn, Secretary and Economist
Mr. Bernard, Deputy Secretary

Mr. Coyne, Assistant Secretary

Mr. Gillum, Assistant Secretary

Mr. Mattingly, General Counsel

Mr. Baxter, Deputy General Counsel
Mr. Prell, Economist

Mr. Truman, Economist

Messrs. Eisenbeis, Goodfriend, Hunter, Lindsey,
Mishkin, Siegman, and Stockton, Associate
Economists

Mr. Fisher, Manager, System Open Market Account

Mr. Winn, Assistant to the Board, Office of Board
Members, Board of Governors

Mr. Ettin, Deputy Director, Division of Research and
Statistics, Board of Governors

Messrs. Madigan and Simpson, Associate Directors,
Divisions of Monetary Affairs and Research and
Statistics respectively, Board of Governors

Mr. Hooper, Assistant Director, Division of
International Finance, Board of Governors

Ms. Low, Open Market Secretariat Assistant,
Division of Monetary Affairs, Board of
Governors

Messrs. Dewald, Hakkio, Lang, Rolnick, and
Rosenblum, Senior Vice Presidents, Federal
Reserve Banks of St. Louis, Kansas City,
Philadelphia, Minneapolis, and Dallas
respectively

Messrs. Altig, Bentley, Judd, and Kopcke,

Vice Presidents, Federal Reserve Banks of
Cleveland, New York, San Francisco, and
Boston respectively

By unanimous vote, the minutes of the meeting of
the Federal Open Market Committee held on Febru-
ary 4-5, 1997, were approved.

The Manager of the System Open Market Account
reported on recent developments in foreign exchange
markets. There were no System open market transac-
tions in foreign currencies during the period since the
meeting on February 4-5, 1997, and thus no vote was
required of the Committee.

The Manager also reported on developments in
domestic financial markets and on System open mar-
ket transactions in U.S. government securities and
federal agency obligations during the period Febru-
ary 5, 1997, through March 24, 1997. By unanimous
vote, the Committee ratified these transactions.

The Manager advised the Committee that he con-
tinued to anticipate a pattern of reserve needs that
might require another unusnally large addition to the
System’s outright holdings of U.S. government secu-
rities during the relatively long intermeeting period
ahead. The limit on increases in outright holdings
between meetings had been raised to $12 billion at
the February meeting, and the Manager requested
that the higher limit be retained for the upcoming
period. By unanimous vote, the Committee amended
paragraph 1(a) of the Authorization for Domestic
Open Market Operations to raise the limit on inter-
meeting changes in such holdings from $8 billion to
$12 billion for the period ending with the close of
business on the date of the next meeting, May 20,
1997.
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The Committee then turned to a discussion of the
economic outlook and the implementation of mone-
tafy policy over the intermeeting period ahead. A
summary of the economic and financial information
available at the time of the meeting and of the Com-
mittee’s discussion is provided below, followed by
the domestic policy directive that was approved by
the Committee and issued to the Federal Reserve
Bank of New York.

The information reviewed at this meeting sug-
gested that the economy had continued to expand at a
relatively robust pace in early 1997 after having
strengthened markedly in the fourth quarter of 1996.
Much of the more recent growth reflected further
acceleration in consumer spending, but business
capital expenditures, housing activity, and an upturn
in inventory investment also had contributed to the
recent increase in total expenditures. By contrast,
available data pointed to a sharp drop in net exports
after a surge in the fourth quarter. To meet the strong
aggregate demand, employment had recorded another
large advance in early 1997 and industrial production
had risen somewhat further. The underlying trend in
consumer price inflation had remained subdued, but
the increase in average hourly earnings had continued
to edge higher early this year.

Private nonfarm payroll employment rose substan-
tially further in January and February. The gains
continued to be led by sizable advances in the ser-
vices and trade industries. Employment in construc-
tion increased considerably over the two months,
largely because of unseasonably warm weather across
much of the country in February that led to an earlier-
than-usual pickup in building activity. Aggregate
hours of private production workers, which were also
affected by changing weather conditions, were up
appreciably on balance over the two months, and the
average workweek increased considerably, reaching a
new recent high in February. The civilian unemploy-
ment rate, at 5.3 percent in February, was unchanged
from its average level in the second half of 1996.

Industrial production rose appreciably in February
after having declined slightly in January. The Febru-
ary advance resulted from a surge in the manufactur-
ing of durable goods that was only partly offset by a
plunge in the output of utilities associated with unsea-
sonably mild weather in that month. The utilization
of total manufacturing capacity was unchanged on
balance over the two months at a level slightly above
its long-term average.

Consumer spending strengthened considerably fur-
ther in early 1997 after having registered a sizable
increase over the fourth quarter. Nominal retail sales
rose sharply in January and February. The gains over

the two months were concentrated in sales of durable
goods, including motor vehicles and building materi-
als. Spending on services rose strongly in January
(latest data) but may have moderated in February
when milder-than-normal weather held down heating
costs. Recent surveys indicated that consumer confi-
dence had risen to the highest levels in many years.

Housing construction rose sharply in February after
two months of relatively depressed activity. On bal-
ance, various indicators of housing activity had been
mixed over the past several months and did not
suggest any clear trend in spending for new housing.

Recent trends in orders and shipments pointed to a
sizable further rise in outlays for producers’ durable
equipment in early 1997, largely reflecting continued
rapid growth in purchases of computers and some
further increase in spending for communications
equipment. Expenditures for other types of equip-
ment remained little changed. In the nonresidential
construction sector, trends in contracts suggested
some further spending gains in most market segments
after strong advances in the fourth quarter. Manufac-
turing and trade inventories rose somewhat in Janu-
ary, roughly offsetting small declines over the previ-
ous two months. With sales and shipments rising
rapidly in January, inventory—sales ratios for a wide
range of industries dropped further from already low
levels.

The nominal deficit on U.S. trade in goods and
services widened substantially in January from its
temporarily depressed rate in the fourth quarter.
Nearly all the deterioration in the trade balance
reflected a sharp rise in imports; that increase was
largely the result of a rebound in automotive ship-
ments from Canada, which had been temporarily
reduced by a strike. Recent information on economic
activity in the G-7 countries suggested continued
expansion at a moderate rate on average in early
1997, but rates of expansion had continued to diverge
among those economies. Growth in output still
appeared to be relatively strong in Japan, Canada,
and the United Kingdom, while much weaker eco-
nomic performances were indicated for the major
continental European countries. The economies of
the major developing countries in Latin America and
eastern Asia apparently continued to expand in late
1996.

Data for January and February were consistent
with the continuation of a subdued trend in under-
lying price inflation. Overall consumer price inflation
moderated somewhat over the two months from its
pace in the fourth quarter; smaller increases in energy
prices were an important factor in the slowdown, but
prices of consumer items other than food and energy
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also advanced at a slower rate over the first two
months of the year. For the twelve months ending in
February, consumer prices excluding food and energy
rose somewhat less than they had over the preceding
twelve months; a development contributing impor-
tantly to the deceleration was a smaller rise in non-oil
import prices associated with the appreciation of the
dollar. At the producer level, overall prices of fin-
ished goods declined somewhat in January and Feb-
ruary, reflecting an appreciable drop in the food and
energy components. For the twelve months ending in
February, the increase in the overall index of finished
goods prices was little changed from that over the
preceding twelve months, but excluding food and
energy prices, which had registered sizable advances
in 1996, the rise was considerably smaller over the
latest twelve-month period. At early stages of pro-
cessing, however, some producer prices had moved
up in recent months. Average hourly earnings of
production and nonsupervisory workers posted small
further increases in January and February but were up
appreciably more over the twelve months ending in
February than over the preceding twelve months.

At its meeting on February 4-5, 1997, the Commit-
tee issued a directive that called for maintaining the
existing degree of pressure on reserve positions. The
directive included a bias toward the possible firming
of reserve conditions, reflecting a consensus among
the members that the risks were clearly in the direc-
tion of an upward trend in inflation and that the next
policy move was more likely to be toward some
tightening than toward easing. In this regard, the
directive stated that in the context of the Committee’s
long-run objectives for price stability and sustainable
economic growth, and giving careful consideration to
economic, financial, and monetary developments,
somewhat greater reserve restraint would be accept-
able and slightly lesser reserve restraint might be
acceptable during the intermeeting period. The re-
serve conditions associated with this directive were
expected to be consistent with some slowing of the
growth of M2 and M3 over coming months.

Over the period since the February meeting, open
market operations were directed toward maintaining
the existing degree of pressure on reserve positions.
Federal funds continued to trade mainly at rates close
to the 54 percent level expected with an unchanged
policy stance, though the rate did at times fall below
that level in conjunction with unanticipated shortfalls
in demands for excess reserves. Most other market
interest rates rose somewhat over the intermeeting
period in apparent response to indications of stronger-
than-expected economic activity, perceptions that the
Federal Reserve had become more concerned about a

possible buildup in inflation pressures, and perhaps
disappointment over the prospects for legislation to
reduce the federal budget deficit. In these circum-
stances, expectations built that monetary policy
would be tightened. The rise in most market interest
rates was accompanied by slight declines in a number
of major indexes of stock market prices, although
stock prices in some industries posted more pro-
nounced declines.

In foreign exchange markets, the trade-weighted
value of the dollar in terms of the other G-10 curren-
cies rose further over the intermeeting period. The
dollar’s appreciation appeared to reflect spreading
perceptions of a relatively strong U.S. expansion and
associated increases in U.S. interest rates compared
with those abroad. The dollar’s rise was most pro-
nounced against the continental European currencies.

Growth of M2 moderated somewhat in January
and February from a brisk pace in late 1996, while
expansion of M3 remained rapid in both months.
Data for the first part of March suggested diminished
growth of both aggregates. The appreciable further
expansion of these broad aggregates thus far this year
probably continued to reflect elevated income growth,
and the relative strength of M3 was associated to an
important extent with heavy bank reliance on large-
denomination time deposits to fund robust asset
growth. M3 also continued to be boosted by the rapid
growth of money market mutual funds. The expan-
sion of total domestic nonfinancial debt appeared to
have slowed in the early part of the year in con-
junction with reduced borrowing by both federal and
state governments, which were drawing down cash
balances.

The staff forecast prepared for this meeting sug-
gested that the expansion in economic activity would
slow in coming quarters to a pace somewhat above
that of the economy’s estimated potential and would
moderate a bit further in 1998. Growth in consumer
spending was expected to decline appreciably from
its recent pace but to remain fairly brisk over the
quarters ahead, supported by further projected gains
in employment and incomes. Expansion in busi-
ness spending on equipment and structures also was
projected to moderate, but to a still relatively high
rate, in association with smaller increases in sales
and profits. Housing construction was forecast to
drift lower over coming quarters, partly reflecting the
rise that already had occurred in mortgage interest
rates. The staff continued to anticipate that fiscal
policy and the external sector would exert mildly
restraining effects on economic activity over the
year ahead. With resource utilization high and
labor compensation rising, core consumer price
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inflation was forecast to increase slightly over the
year ahead.

In the Committee’s discussion of current and pro-
spective economic developments, members referred
to the widespread statistical and anecdotal evidence
that the surprising strength in economic activity over
the closing months of 1996 was persisting in 1997.
Some observed that it was difficult to detect signs of
weakness or imbalances in domestic sectors of the
economy. While the members believed that some
slowing in the expansion was inevitable, they felt that
substantial uncertainty surrounded the timing and
extent of such slowing in the quarters ahead. Contin-
ued growth near, or even somewhat below, the recent
pace would raise resource utilization rates further
from their already high levels. Although labor mar-
kets already were tight. inflation had remained rela-
tively subdued. and there were no signs in price data
that it was picking up. However, the risks of a rise in
inflation down the road had increased appreciably as
a result of the strength of aggregate demand and the
increase in pressures on resources that likely would
accompany it absent a firming in financial conditions.

In their discussion of the outlook for spending in
key sectors of the economy, members emphasized the
strength of consumer spending in recent months.
They noted that anecdotal reports from numerous
parts of the country and surveys indicating very high
levels of consumer confidence tended to confirm
statistical evidence of an ebullient consumer sector.
While the recent surge in consumer demand probably
was supported mainly by rapid growth in employ-
ment and labor income, it seemed possible that con-
sumers also were responding increasingly to the
run-up in household net worth stemming from the
earlier buoyant performance of the stock market. The
effects of rising financial wealth on consumer spend-
ing were difficult to isolate, and they were undoubt-
edly restrained by efforts to accumulate savings for
future expenditures such as college expenses and
retirement. Moreover, the constraints on spending
imposed by the high debt burdens of many house-
holds tended to exert at least a partly offsetting influ-
ence on overall consumer spending. On balance,
however, the members belicved that the consumer
sector was likely to provide major ongoing support to
the expansion, though the increases in consumer
spending probably would diminish in the context of
more restrained growth in jobs and incomes. A num-
ber of members expressed the view, however, that the
risks to such a forecast were in the direction of more
robust consumer spending.

Business fixed investment, which had remained on
a steep uptrend for an extended period, also was
expected to provide continuing though moderating

stimulus to the overall economic expansion. Growth
in expenditures for business equipment was forecast
to decline from the extraordinary pace of recent
years, despite continuing brisk demand for computers
and communications equipment. With regard to the
outlook for nonresidential building activity, anecdotal
reports from several regions pointed to a further
pickup in commercial construction associated with
declining vacancy rates, rising property values and
rents, and readily available financing. Indeed, reports
from a few areas indicated the emergence of specula-
tive building activity. On the other hand, in some
regions, signs of slowing nonresidential construction
were reported.

Housing construction activity had fluctuated in
recent months, largely in response to changing
weather conditions, but such construction appeared to
be little changed on balance. Recent anecdotal reports
pointed to improving housing markets in several
regions and to some easing in a few. Looking ahead,
the members generally anticipated that housing activ-
ity would be maintained at a relatively high level,
perhaps slightly below that prevailing on average in
recent quarters, barring unanticipated developments
in the broader economy or in financial markets.
Although the rise that had occurred in mortgage
interest rates was a somewhat inhibiting influence on
the prospects for housing, favorable factors noted
during the meeting included the ongoing effects of
the large gains in stock market wealth, sizable
increases in employment and incomes, and a still
relatively favorable cash-flow affordability of home
ownership.

The persisting efforts by business firms to econo-
mize on their inventories had reduced the latter to
quite low levels in relation to sales. In the circum-
stances, current inventory levels were viewed as an
upside risk to the expansion that could be triggered
by unexpected strength in final demand. Absent an
upside surprise in demand, inventories might be
expected to remain a slightly positive factor in the
economic outlook; and if growth in final demand
were to moderate more than anticipated, the currently
lean inventories could be viewed as minimizing the
risks of accumulating weakness in the near term.

The outlook for fiscal policy remained one of mod-
est restraint; on the basis of existing legislation,
reductions were anticipated in constant-dollar pur-
chases of goods and services by the federal govern-
ment in fiscal years 1997 and 1998. A key element in
the potential impact of fiscal policy was the uncertain
outcome of the current effort to eliminate the federal
deficit over time. Although success in that effort
probably would have little effect on the government’s
budget position over the next few years, it likely



Minutes of the Federal Open Market Committee 589

would have some beneficial repercussions on busi-
ness and consumer confidence and possibly also on
financial markets. Financial markets would be espe-
cially positively affected by an agreement to reduce
significantly the growth of entitlements, which would
damp government spending and deficits over the
longer run.

The unwinding in the early months of 1997 of
special factors that had boosted net exports in the
fourth quarter of 1996 was offsetting some of the
effects on production of the persisting strength in
domestic demand. Beyond the near term, the appreci-
ated value of the dollar was expected to hold down
net exports, restraining overall demand and growth.
Some members observed in this regard that the dete-
rioration in net exports might be substantial. While
such an outcome would help to moderate inflationary
pressures on domestic resources in coming quarters,
it also would exacerbate the longer-term problem of
very large foreign trade and current account deficits.

In their review of developments bearing on the
outlook for inflation, members commented that the
risks now seemed to be tilted more clearly toward
higher inflation. They acknowledged that it was diffi-
cult to find indications of rising inflation in broad
measures of consumer or GDP-related prices; indeed,
such measures still could be viewed as consistent
with a slightly declining trend in price inflation. Even
50, prospects for a substantial period of economic
expansion at a rate that exceeded the estimated
growth of potential had generated increasing con-
cerns of rising inflationary pressures in an economy
that already was operating at high levels of resource
utilization. Members observed in this regard that
while there was little evidence of growing demand
pressures on capital resources, the tightness in labor
markets appeared to be intensifying. Indications of
such a development included not only widespread
anecdotal reports but a variety of data such as initial
ciaims, insured unemployment, and help-wanted
advertising. The rise in labor force participation to a
high percentage of the working age population had
helped to keep the unemployment rate from falling,
but the unexpected increase in participation was itself
suggesting tight conditions that were inducing mar-
ginal workers into the job market.

The data on worker compensation were somewhat
mixed, but they suggested some acceleration on bal-
ance. Members noted that the damping effects of
some temporary factors on labor costs could well
begin to wane soon, if they had not already begun to
do so. These included the possibility that job security
concerns might be diminishing after an extended
period of rapid job growth and low unemployment.
The downward trend in medical cost increases might

be in the process of shifting to a flat, if not a rising,
gradient according to informed observers. Moreover,
as the rise in labor force participation depleted the
pool of available workers, less productive workers
would tend to be hired, with adverse effects on pro-
ductivity and costs. The members recognized that
even though aggregate demand pressures seemed to
be pressing increasingly on available producer
resources, it was not possible to forecast with confi-
dence when the period of favorable price behavior
would end. Even so, it was clear that infiationary
developments in the economy had become a matter
of more urgent concern for monetary policy.

In light of this concern, in the Committee’s discus-
sion of policy for the intermeeting period ahead, the
members supported or could accept a proposal to
adjust policy toward a slightly less accommodative
stance and to move to symmetry in the directive.
They noted that continued relatively rapid growth of
economic activity in the first quarter suggested
greater persisting strength in demand than they had
anticipated. With resource use already at high levels,
further rapid growth risked greater pressures on
resources and rising inflation. Although inflation
remained remarkably subdued and any increase in
inflationary pressures likely would tend to emerge
only slowly, the strength in demand had developed
against the backdrop of financial conditions that,
broadly considered, were not substantially different
from those now prevailing. In this situation, they saw
a clear need for a preemptive policy action that would
head off any pickup of inflation, and it was noted that
a shift to a tighter policy stance would seem to pose
little risk to the expansion. Indeed, by countering any
tendency for inflation to rise and for higher inflation
expectations to become embedded in financial mar-
kets and economic decision-making more generally,
such action would help head off a more abrupt eco-
nomic slowing, or even a downturn, and thereby
would help sustain the expansion and preserve the
firm labor markets and their associated benefits.

A few members argued that a more substantial
tightening was needed at this juncture to provide a
better calibrated response to the persisting strength of
the economy and the related risk of intensifying
inflationary pressures. In their view, a more vigorous
action would lessen the need for tightening in the
future and also would foster a financial setting that
would be more conducive to sustained expansion.
Other members acknowledged that a smaller policy
move would have less effect in curbing inflationary
pressures, but they felt that a cautious approach to
policy was desirable at a time when the outlook for
economic activity and inflation remained subject to
substantial uncertainties. Some noted that a shift in
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policy direction, as the Committee was about to
undertake, often can have exaggerated effects in
financial markets, making it difficult to judge how
much additional restraint, if any, might be needed.

In their discussion of possible adjustments to pol-
icy during the intermeeting period, a majority of the
members favored a symmetric directive. While addi-
tional policy tightening might be needed at some
point, it did not appear very likely that developments
during the intermeeting period would require a fur-
ther policy move. Some added that inflation remained
quiescent and the near-term onset of an appreciable
slowing of the expansion to a rate more in line with
the economy’s potential could not be ruled out.
Accordingly, they felt that the directive should not
establish a presumption about further near-term pol-
icy tightening. Other members believed that growth
of the economy was not likely to slow enough to
alleviate excess demands for resources and that addi-
tional tightening would be needed sooner rather than
later to moderate inflationary pressures and prolong
the expansion. [n their view, the outlook called for
vigilance and the maintenance of an asymmetric
directive with a bias toward tightening, but they
could accept a symmetric directive with careful moni-
toring of new developments for any signs of the need
for prompt action.

At the conclusion of the Committee’s discussion,
all the members indicated that they supported or
could accept a directive that called for a slight
increase in the degree of pressure on reserve posi-
tions and that did not include a presumption about
adjustments to policy during the intermeeting period.
Accordingly, in the context of the Committee’s long-
run objectives for price stability and sustainable eco-
nomic growth, and giving careful consideration to
economic, financial, and monetary developments,
the Committee decided that slightly greater reserve
restraint or slightly lesser reserve restraint might be
acceptable during the intermeeting period. The re-
serve conditions contemplated at this meeting were
expected to be consistent with some moderation in
the expansion of M2 and M3 over coming months.

The Federal Reserve Bank of New York was autho-
rized and directed, until instructed otherwise by the
Committee, to execute transactions in the System
Account in accordance with the following domestic
policy directive:

The information reviewed at this meeting suggests that
relatively strong economic growth has continued in the
first quarter. Private nonfarm payroll employment increased
substantially further in January and February, and the civil-

tan unemployment rate, at 5.3 percent in February, was
unchanged from its level in the second half of 1996.
Industrial production rose moderately on balance in Janu-
ary and February. Nominal retail sales increased sharply
further over Januvary and February after a considerable
advance in the fourth quarter. Housing activity strength-
ened markedly over January and February, though much of
the rise probably related to unusually favorable weather.
Recent data on orders and contracts point to a further
sizable gain in business fixed investment in the first quar-
ter. The nominal deficit on U.S. trade in goods and services
widened substantially in January from its temporarily
depressed rate in the fourth quarter. Underlying price infla-
tion has remained subdued.

Most market interest rates have risen somewhat since
the Committee meeting on February 4-5, 1997. In foreign
exchange markets, the trade-weighted value of the dollar in
terms of the other G-10 currencies increased further over
the intermeeting period.

Growth of M2 moderated somewhat in January and
February from a brisk pace over the fourth quarter while
the expansion of M3 remained relatively robust; data for
the first part of March pointed to diminished growth in
both aggregates. Total domestic nonfinancial debt has
expanded moderately on balance over recent months.

The Federal Open Market Committee seeks monetary
and financial conditions that will foster price stability and
promote sustainable growth in output. In furtherance of
these objectives, the Committee at its meeting in February
established ranges for growth of M2 and M3 of 1 to
5 percent and 2 to 6 percent respectively, measured from
the fourth quarter of 1996 to the fourth quarter of 1997.
The monitoring range for growth of total domestic non-
financial debt was set at 3 to 7 percent for the year. The
behavior of the monetary aggregates will continue to be
evaluated in the light of progress toward price level stabil-
ity, movements in their velocities, and developments in the
economy and financial markets.

In the implementation of policy for the immediate future,
the Committee seeks to increase slightly the existing
degree of pressure on reserve positions. In the context of
the Committee’s long-run objectives for price stability and
sustainable economic growth, and giving careful consider-
ation to economic, financial, and monetary developments,
slightly greater reserve restraint or slightly lesser reserve
restraint might be acceptable in the intermeeting period.
The contemplated reserve conditions are expected to be
consistent with some moderation in the expansion of M2
and M3 over coming months.

Votes for this action: Messrs. Greenspan, McDonough,
Broaddus, Guynn, Kelley, Meyer, Moskow, Parry,
Mses. Phillips and Rivlin. Votes against this action:
None.

It was agreed that the next meeting of the Commit-
tee would be held on Tuesday, May 20, 1997.
The meeting adjourned at 12:20 p.m.

Donald L. Kohn
Secretary
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Legal Developments

FINAL RULE—AMENDMENT TO REGULATION C

The Board of Governors is amending 12 C.F.R. Part 203,
its Regulation C (Home Mortgage Disclosure). The revi-
sions implement the amendments to the Home Mortgage
Disclosure Act included in the Economic Growth and
Regulatory Paperwork Reduction Act of 1996. The action
makes final an interim rule adopted in January, which set
the asset-exemption threshold for depository institutions at
$28 million. The final rule also establishes an alternative
way for institutions to provide disclosure statements in
metropolitan areas where they have branch offices, which
they may begin using immediately. In addition, the Board
is extending its information collection authority under the
Paperwork Reduction Act for another three years, and
making technical amendments to the transmittal sheet ac-
companying the loan/application register.

Effective July 1, 1997, 12 C.FR. Part 203 is amended as
follows:

Part 203—Home Mortgage Disclosure (Regula-
tion C)

1. The authority citation for Part 203 continues to read as
follows:

Authoriry: 12 U.S.C. 2801-2810.

2. Section 203.3 is amended by revising paragraph
(a)(1)(i1) to read as follows:

Section 203.3—Exempt institutions.

(a) Exemption based on location, asset size, or number of
home purchase loans.
(1) * * * (ji) The institution’s total assets were at or
below the asset threshold established by the Board.
For data collection in 1997, the asset threshold is
$28 million as of December 31, 1996. For subsequent
years, the Board will adjust the threshold based on the
year-to-year change in the average of the Consumer
Price Index for Urban Wage Earners and Clerical
Workers, not seasonally adjusted, for each twelve-
month period ending in November, with rounding to
the nearest million. The Board will publish any adjust-
ment in the asset figure in December.

Ed * % * *

3. Section 203.5 is amended as follows:

a. Paragraph (b) is revised;

b. Under paragraph (c). the last sentence is revised; and
c. Paragraph (e) is revised.

The revisions and additions read as follows:

Section 203.5—Disclosure and reporting.

(b) Public disclosure of statement. (1) A financial institu-
tion shall make its mortgage loan disclosure statement
(to be prepared by the Federal Financial Institutions
Examination Council) available to the public at its home
office no later than three business days after receiving it
from the Examination Council.

(2) In addition, a financial institution shall either:

(i) Make its disclosure statement available to the
public (within ten business days of receiving it) in at
least one branch oftice in each additional MSA where
the institution has oftices (the disclosure statement
need only contain data relating to the MSA where the
branch is located); or

(1) Post the address for sending written requests for
the disclosure statement in the lobby of each branch
office in an MSA where the institution has offices, and
mail or deliver a copy of the disclosure statement,
within fifteen calendar days of receiving a written
request (the disclosure statement need only contain
data relating to the MSA for which the request is
made). Including the address in the general notice
required under paragraph (e) of this section satisfies
this requirement.

(¢) Public disclosure of loan application register. * * * The

modified register need only contain data relating to the

MSA tor which the request is made.

* ok ok k%

(e) Notice of availability. A financial institution shall post a
general notice about the availability of its HMDA data in
the lobby of its home office and of each branch office
located in an MSA. Tt shal] promptly upon request provide
the location of the institution’s offices where the statement
is available for inspection and copying, or it may include
the location in the notice.

4. In Appendix A to Part 203 under the heading Paperwork
Reduction Act Notice, the undesignated paragraph is re-
vised to read as follows:
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APPENDIX A TO PART 203—F ORM AND INSTRUCTIONS
FOR COMPLETION OF HMDA LOAN/APPLICATION
REGISTER

Paperwork Reduction Act Notice

Public reporting burden for coilection of this information is
estimated to vary from 10 to 10,000 hours per response,
with an average of 202 hours per response for state mem-
ber banks and 160 hours per response for mortgage bank-
ing subsidiaries, including time to gather and maintain the
data needed and to review instructions and complete the
information collection. This report is required by law
(12 U.S.C. 2801-2810 and 12 C.F.R. Part 203). An agency
may not conduct or sponsor, and an organization is not
required to respond to, a collection of information unless it
displays a currently valid OMB Control Number. The
OMB Control number for this information collection is
7100-0247. Send commenis regarding this burden estimate
or any other aspect of this collection of information, includ-
ing suggestions for reducing the burden, to Secretary,
Board of Governors of the Federal Reserve System, Wash-
ington, D.C. 20551; and to the Office of Information and
Regulatory Affairs, Office of Management and Budget,
Washington, D.C. 20503.

* ok ok ok ok

5. Paragraph 1 of Appendix A to Part 203 is amended as
follows:

a. Paragraph A. is amended by redesignating the introduc-
tory text, paragraph 1., and paragraph 2., as paragraph 1.,
paragraph l.a., and paragraph 1.b.. respectively;

b. Newly designated paragraph 1.a. is revised,;

c. A new paragraph 2. is added; and

d. The undesignated paragraph EXAMPLE, is designated
as paragraph 3. and revised. The addition and revisions
read as follows:

* * k0 ok *

L. Who Must File a Report
A. Depository Institutions
1. * Kk ok
a. Had assets of more than the asset threshold for
coverage as published by the Board each year in
December, and
2. For data collection in 1997, the asset threshold is
$28 million in total assets as of December 31, 1996,
3. Example. If on December 31 you had a home or
branch office in an MSA and your assets exceeded
the asset threshold, you must complete a register
that lists the home-purchase and home-
improvement loans that you originate or purchase
(and also lists applications that did not result in an
origination) beginning January I.

6. Paragraph I11. of Appendix A to Part 203 is amended as
follows:

a. Paragraph D. is revised;

b. Under paragraph E., paragraph 2. is revised and a new
paragraph 3. is added,;

¢. Paragraph F. is removed; and

d. Paragraph G. is redesignated as paragraph F. and in
newly redesignated paragraph F., the first paragraph fol-
lowing the heading is designated as paragraph 1. and a new
heading is added to the newly designated paragraph 1., and
paragraph 2. is added after the Home Mortgage Disclosure
Act Notice.

The revisions and additions read as follows:

I11. Submission of HMDA-LAR and Public Release of
Data

* L E

D. Avuilability of disclosure statement.
1. The Federal Financial Institutions Examination
Council (FFIEC) will prepare a disclosure state-
ment from the data you submit. Your disclosure
statement will be returned to the name and address
indicated on the transmittal sheet. Within three
business days of receiving the disclosure statement,
you must make a copy available at your home office
for inspection by the public. For these purposes a
business day is any calendar day other than a Satur-
day, Sunday, or legal public holiday. You also must
either:
a. Make your disclosure statement available to
the public, within ten business days of receiving
it from the FFIEC, in at least one branch office in
each additional MSA where you have offices (the
disclosure statement need only contain data relat-
ing to properties in the MSA where the branch
office is located); or
b. Post in the lobby of each branch office in an
MSA the address where a written request for the
disclosure statement may be sent, and mail or
deliver a copy of the statement to any person
requesting it, within fifteen calendar days of re-
ceiving a written request. The disclosure state-
ment need only contain data relating to the MSA
for which the request is made.
2. You may make the disclosure statement available
in paper form or, if the person requesting the data
agrees, in automated form (such as by PC diskette
Or computer tape).

E. Availability of modified loan application register.
2. You may make the modified register available in
paper or automated form (such as by PC diskette or
computer tape). Although you are not required to
make the modified loan application register avail-
able in census-tract order, you are strongly encour-
aged to do so in order to enhance its utility to users.
3. You must make your modified register available
following the calendar year for which the data are
complied, by March 31 for a request received on or
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before March 1, and within 30 days for a request
received after March 1. You are not required to
prepare a modified loan application register in ad-
vance of receiving a request from the public for this
information, but must be able to respond to a re-
quest within 30 days. A modified register need only
reflect data relating to the MSA for which the
request is made.

F. Posters.
1. Suggested language. * * *
2. Additional language for institutions making the
disclosure statement available upon request. For an
institution that makes its disclosure statement avail-
able upon request instead of at branch offices must
post a notice informing the public of the address to
which a request should be sent. For example, the
institution could include the following sentence in
its general notice: ‘To receive a copy of these data
send a written request to [address].’

k0 ko ok ok X

7. In Appendix A to Part 203, the LOAN/APPLICATION
REGISTER Transmittal Sheet is revised to read as follows:

SEE APPLICATION FORM NEXT PAGE

8. Supplement I to Part 203 is amended as follows:

a. Under Section 203.3—Exempt Institutions, under 3(a)
Exemption based on location, asset size, or number of
home-purchase loans, the second sentence of Paragraph 1.
General is revised; and

b. Under Section 203.5—Disclosure and Reporting, under
5(e) Notice of availability, the parenthetical at the end of
Paragraph 1. Poster—suggested text is revised. The revi-
sions read as follows: Supplement I to Part 203—Staff
Commentary

Section 203.3—Exempt Institutions

3(a) Exemption based on location, asset size, or number of
home-purchase loans.
1. General. * * * For example, a bank whose assets are
at or below the threshold on December 31 of a given
year reports data for that full calendar year, in which it
was covered, but does not report data for the succeeding
calendar year. * * *

* ok % k%

Section 203.5—Disclosure and Reporting

S(e) Notice of availability.
1. Poster—suggested text. * * *
(Appendix A of this part, paragraph IILF.)

ORDERS ISSUED UNDER BANK HOLDING COMPANY ACT

Orders Issued Under Section 3 of the Bank Holding
Company Act

NationsBank Corporation
Charlotte, North Carolina

NB Holdings Corporation
Charlotte, North Carolina

Order Approving the Ownership of Bank Shares In a
Fiduciary Capacity

NationsBank Corporation and NB Holdings Corporation,
both of Charlotte, North Carolina (collectively, “Na-
tionsBank ), bank holding companies within the meaning
of the Bank Holding Company Act (“BHC Act”), have
requested the Board’s approval under section 3 of the BHC
Act (12 U.S.C.§1842) to retain, in a fiduciary capacity with
sole voting authority, more than 5 percent, but less than
25 percent, of the voting shares of First National Security
Company, De Queen, Arkansas; Calvin B. Taylor Bank-
shares, Inc., Berlin, Maryland; First Perry Bancorp, Inc.,
Pinckneyville, Tllinois; and The First National Bank in
Falfurrias, Falfurrias, Texas (collectively, the “Banks”).!
The voting shares of the Banks are held by the trust
departments of two NationsBank subsidiary banks,
NationsBank, N.A., Charlotte, North Carolina, and
NationsBank of Texas, N.A., Dallas, Texas, and were
acquired in connection with previous acquisitions by
NationsBank.?

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 7784 (1997)). The time for filing
comments has expired, and the Board has considered the
applications and all comments received in light of the
factors set forth in the BHC Act.

NationsBank, with total consolidated assets of approxi-
mately $226 billion, is the fourth largest commercial bank-
ing organization in the United States, controlling approxi-
mately 5.5 percent of total banking assets of insured
commercial banks (“total banking assets”).? Its subsidiary

1. NationsBank would retain not more than the following percent-
ages of voting shares of the Banks:

(1) 15.6 percent of First National Security Company;

(2) 8 percent of Calvin B. Taylor Bankshares;

(3) 13.1 percent of First Perry Bancorp: and

(4) 15.5 percent of The First National Bank in Falfurrias.

2. The interests were acquired in connection with NationsBank’s
acquisition of MNC Financial, Inc., Baltimore, Maryland, and as
successor 1o two failed institutions, First Republic Bank Midland,
N.A., Midland. and NBC Bank-San Antonio, N.A. San Antonio, both
in Texas.

3. Consolidated asset data are as of December 31, 1996, and include
the acquisition of Boatmen’s Bancshares, Inc.. St. Louis, Missouri.
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Form FR HMDA-LAR.
OMB No. 7100-0247. Approval expires May 31, 2000.

LOAN/APPLICATION REGISTER
TRANSMITTAL SHEET

You must complete this transmittal sheet (please type or print) and attach it to the Loan/Application
Register, required by the Home Mortgage Disclosure Act, that you submit to your supervisory agency.

Agency Total line entries contained in
Reporter’s identification Number Code Reporter's Tax Identification Number attached Loan/Application Register
| | O Y Y I Y I Y Y

The Loan/Application Register that is attached covers activity during the year and contains a total of

pages.

Enter the name and address of your institution. The disclosure statement that is produced by the Federal Financial
Institutions Examination Council will be mailed to the address you supply below:

Name of Institution

Address

City, State, ZIP

Enter the name, telephone number, and facsimile number of a person who may be contacted about questions
regarding your register:

) ¢ )

Name Telephone Number Facsimile Number (if applicable)

If your institution is a subsidiary of another institution or corporation, enter the name of your parent:

Name

Address

City, State, ZIP

An officer of your institution must complete the following section.

| certify to the accuracy of the data contained in this register.

Name of Officer Signature Date



Legal Developments 595

banks operate in North Carolina, Arkansas, Delaware, the
District of Columbia, Florida. Georgia, 1llinois, lowa, Kansas,
Kentucky, Maryland, New Mexico, Oklahoma, South Caro-
lina, Tennessee, Texas, and Virginia. State deposit and rank-
ing data in light of the proposal are contained in Appendix A.

NationsBank holds the shares of the Banks in a fiduciary
capacity as trustee for predominately family trusts.
NationsBank did not acquire or express an interest in
acquiring any shares of the Banks on its own behalf, but
instead, NationsBank received shares that had been pur-
chased and placed in trust by the grantors. The trusts were
only acquired by NationsBank in connection with the ac-
quisition of the banking organization that was serving as
trustee when it was acquired. In almost every case, the
trusts were established by current or former officers or
directors of the Banks. NationsBank eventually will be
required to distribute the trusts’ assets, over which it tem-
porarily holds legal title, to the descendants of the current
beneficiaries of the trusts. There are no director or officer
interlocks between NationsBank and Banks.* Based on
these facts and all other facts of record, including commit-
ments made by Nationsbank in connection with this pro-
posal, it is the Board’s judgment that. for purposes of the
BHC Act, NationsBank’s retention of less than 25 percent
of the voting shares of the Banks would not result in
control of the Banks by NationsBank.

Competitive Considerations

In reviewing the competitive aspects of the proposal, the
Board notes that NationsBank controls a relatively small
percentage of the voting shares of the Banks. The Board
has, nevertheless, considered this proposal on the basis that
NationsBank would have the ability to alter the market
behavior of Banks in an anticompetitive manner.
NationsBank and the Banks compete directly in the
following banking markets: Scott County, Arkansas
("*Scott County’); Eastern Shore and Worcester County
(**Worcester County”’), Maryland; and McCurtain County,

4. NationsBank also has made a number of commitments that are
similar to commitments previously relied on by the Board to deter-
mine that an investing bank holding company would not exercise a
controlling influence over another bank holding company or bank for
purposes of the BHC Act. See, e.g., North Fork Bancorporation, Inc.,
81 Federal Reserve Bulletin 734 (1995) (acquisition of 19.9 percent of
the voting shares of a bank holding company); Mansura Bancshares,
Inc.. 719 Federal Reserve Bulletin 37 (1993) (acquisition of 9.7 percent
of the voting shares of a bank holding company); and SunTrust Banks,
Inc., 76 Federal Reserve Bulletin 542 (1990) (acquisition of up to
2499 percent of the voting shares of a bank). NationsBank has
committed, for example, except to the extent required in its capacity
as a fiduciary, not fo exercise or attempt to exercise a controlling
influence over the management or policies of the Banks: not to seek or
accept representation on the board of directors of the Banks; not to
challenge a nominee of management for the board of directors of the
Banks; and not to have any representative of NationsBank serve as an
officer, agent or employee of the Banks or any of their affiliates. The
Board concludes that these commitments adequately limit
NationsBank's ability to weaken or eliminate independent action by
the Banks.

Oklahoma.> Consummation of the proposal would exceed
the threshold levels of market concentration, as measured
by the Herfindahl-Hirschman Index (“*HHI""), in the Scott
County and Worcester County banking markets.®

A number of considerations indicate that the market
concentrations as measured by the HHI tend to overstate
the competitive effects of this proposal in Scott County and
Worcester County. In Scott County, for example, where
NationsBank and First National Security Company (*First
Security”’) compete, the largest principal shareholders of
the banking organization and grantors of the trust holding
First Security shares that are administered by NationsBank,
control more than 72 percent of First Security’s the voting
shares. The shareholders also serve as officers of First
Security. In Worcester County, ten competitors, including
three of the largest commercial banking organizations in
Maryland. would remain and the banking market has char-
acteristics that make it attractive for entry and expansion
by potential competitors.”

Based on these and other facts of record, including the
fiduciary nature of NationsBank’s interest and its commit-
ments to remain a passive shareholder, the Board con-
cludes that the proposal would not have a significantly
adverse effect on competition or concentration of banking
resources in the Scott County or Worcester County bank-
ing markets, or any relevant banking market. Accordingly,
the Board concludes that competitive considerations are
consistent with approval of the proposal.

Supervisory Factors

In light of all the facts of record, including supervisory
reports of examination, the Board also concluded that the
financial and managerial resources and future prospects of
the institutions involved in this proposal, and consider-
ations relating to the convenience and needs of the commu-
nities to be served, are consistent with approval, as are the
other supervisory factors the Board must consider under
section 3 of the BHC Act.

5. The banking markets are described in Appendix A.

6. The HHI would increase 844 points to 5141 in Scott County, and
299 points to 2045 in Worcester County. The increases in the HHI for
the remaining banking markets are contained in Appendix A. Under
the revised Department of Justice Merger Guidelines, 49 Federal
Register 26.823 (June 29, 1984). a market in which the post-merger
HHI is over 1800 is considered to be highly concentrated. The
Department of Justice (*DOJ™) has informed the Board that a bank
merger or acquisition generally will not be challenged (in the absence
of other factors indicating anticompetitive effects) unless the post-
merger HHI is at least 1800 and the merger increases the HHI by more
than 200 points. The DOJ has stated that the higher than normal HHI
thresholds for screening bank mergers for anticompetitive effects
implicitly recognize the competitive etfect ot limited-purpose lenders
and other non-depository financial entities.

7. From 1990 to 1995, the population in Worcester County in-
creased by 15.1 percent whereas the average increase in population
statewide was 6.1 percent. In the last five years, deposits in Worcester
County increased by 1 percent whereas the average increase in depos-
its for non-Metropolitan Statistical Area counties in the state like
Worcester County was approximately 0.01 percent.
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Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that the application should be, and
hereby is, approved. The Board’s approval of the proposal
is conditioned on compliance by NationsBank with the
commitments made in connection with this application,
including the commitments referred to in the order. The
commitments and conditions relied on by the Board in
reaching this decision shall be deemed to be conditions
imposed in writing by the Board in connection with its
findings and decision, and, as such, may be enforced in
proceedings under applicable law,

By order of the Board of Governors, effective May 12,
1997.

Voting for this action: Vice Chair Rivlin and Governors Kelley.
Phillips, and Meyer. Absent and not voting: Chairman Greenspan.

JENNIFER ]. JOHNSON
Depury Secretary of the Board

APPENDIX A

A. State deposit and ranking data if NationsBank were
considered to control the Banks.!

Arkansas. NationsBank would be the largest commercial
banking organization, controlling deposits of $3.5 billion,
representing 13.1 percent of the total deposits in commer-
cial banking organizations in the state.

Maryland. NationsBank would be the largest commer-
cial banking organization, controlling deposits of $9.6 bil-
lion, representing 23.9 percent of the total deposits in
commercial banking organizations in the state.

Hlinois. NationsBank would be the 17th largest commer-
cial banking organization, controlling deposits of approxi-
mately $1 billion, representing less than 1 percent of the
total deposits in commercial banking organizations in the
State.

Oklahoma. NationsBank would be the largest commer-
cial banking organization, controlling deposits of $3.1 bil-
lion, representing 10.6 percent of the total deposits in
commercial banking organizations in the state.

Texas. NationsBank would be the largest commercial
banking organization, controlling deposits of $25.6 billion,
representing 16.6 percent of the total deposits in commer-
cial banking organizations in the state.

B. Local banking markets where NationsBank and the
Banks compete:

1. State deposit data are as of June 30, 1996.

(1y Scotr County, Arkansas banking market—
approximated by Scott County, Arkansas.

(2) Eastern Shore, Maryland banking market—
approximated by Accomack County and Northampton
County Virginia; and the towns of Pocomoke City and
Snow Hill, Maryland. The HHI would increase 66 points
to 1480.

(3) Worcester County, Maryland banking market—
approximated by Worcester County, Maryland.

(4) McCurtain County, Oklahoma banking market—
approximated by McCurtain County, Oklahoma. The
HHI would increase 179 points to 1865.

Southern National Corporation
Winston-Salem, North Carolina

Order Approving the Merger of Bank Holding
Companies

Southern National Corporation, Winston-Salem, North
Carolina (*“Southern™), a bank holding company within the
meaning of the Bank Holding Company Act (**BHC Act”),
has requested the Board’s approval under section 3 of the
BHC Act (12 US.C. § 1842) to merge with United Caro-
lina Bancshares Corporation, Whiteville, North Carolina
(**United Carolina’"),’ and thereby acquire United Carolina
Bank, Whiteville, North Carolina, and United Carolina
Bank of South Carolina, Greer, South Carolina.

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 10,271 (1997)). The time for filing
comments has expired, and the Board has considered the
application and all comments received in light of the
factors set forth in section 3 of the BHC Act.

Southern is the third largest depository institution in
North Carolina, controlling deposits of $11.1 billion, repre-
senting 14.5 percent of total deposits in depository institu-
tions in that state, and is the third largest depository insti-
tution in South Carolina, controlling deposits of
$2.89 billion, representing 9.4 percent of total deposits in
depository institutions in the state.2 United Carolina is the
eighth largest depository institution in North Carolina,
controlling deposits of $3.4 billion, representing 4.4 per-
cent of total deposits in depository institutions in that state,
and is the fourteenth largest depository institution in South
Carolina, controlling deposits of $332 million, representing

1. Southern and United Carolina have granted each other an option
to purchase, under certain circumstances, outstanding common stock
of the other company. These options would terminate on consumma-
tion of the proposal. United Carolina would be required to obtain the
Board's approval under section 3 of the BHC Act before exercising its
option.

2. State and market data are as of June 30, 1996. In this context,
depository institutions include commercial banks, savings banks, and
savings associations.
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1.1 percent of total deposits in depository institutions in
that state.

On consummation of this proposal and all proposed
divestitures, totalling $529.5 million, Southern would be-
come the largest depository institution in North Carolina,
controlling 18.2 percent of total deposits in depository
institutions in that state, and would remain the third largest
depository institution in South Carolina, controlling
10.5 percent of total deposits in depository institutions in
that state.

Interstate Analysis

Section 3(d) of the BHC Act, as amended by Section 101
of the Riegle-Neal Interstate Banking and Branching Effi-
ciency Act of 1994, allows the Board to approve an appli-
cation by a bank holding company to acquire control of a
bank located in a state other than the home state of such
bank holding company, if certain conditions are met. For
purposes of the BHC Act, the home state of Southern is
North Carolina, and Southern proposes to acquire a bank in
South Carolina.? The conditions for an interstate acquisi-
tion enumerated in section 3(d) are met in this case,* and
the Board is permitted to approve this proposal under
section 3(d) of the BHC Act.

Competitive Considerations

The BHC Act prohibits the Board from approving an
application under section 3 of the BHC Act if the proposal
would result in a monopoly, or would substantially lessen
competition in any relevant banking market, unless the
Board finds that the anticompetitive effects of the proposal
are clearly outweighed in the public interest by the proba-
ble effect of the proposal in meeting the convenience and
needs of the community to be served.

Southern and United Carolina compete directly in
22 banking markets in North Carolina and 3 banking
markets in South Carolina. The Board has carefully re-
viewed the competitive effects of the proposal in these
banking markets in light of all the facts of record, including
the number of competitors that would remain in the mar-
kets, the characteristics of the markets, the projected in-
crease in the concentration of total deposits in depository

3. Pub. L. 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 is later.

4. 12 U.S.C. §§ 1842(d)(1)(A) and (B) and 1842(d)(2)(A) and (B).
Southern is adequately capitalized and adequately managed. On con-
summation of this proposal. Southern and its affiliates would control
less than [0 percent of the total amount of deposits of insured
depository institutions in the United States and less than 30 percent of
the total amount of deposits in South Carolina. In addition, United
Carolina Bank of South Carolina has been in existence and in contin-
uous operation for at least five years as required by South Carolina
law. All other requirements of section 3(d) of the BHC Act also would
be met on consummation of the proposal.

institutions® in the markets (“market deposits”) as mea-
sured by the Herfindahl-Hirschman Index (“HHI"’) under
the Department of Justice Merger Guidelines (“DOJ
Guidelines™),* and commitments made by Southern to
divest certain branches.” Consummation of the proposal,
without divestitures, would be consistent with the DOJ
Guidelines in seven banking markets in North Carolina and
all three of the banking markets in South Carolina.?

In order to mitigate the potential anticompetitive effects
of the proposal in other markets, Southern has committed
to make a number of divestitures.® With the proposed
divestitures, the concentration levels in eight additional
North Carolina banking markets would be consistent with
the DOJ Guidelines following consummation of the pro-
posal.'® The divested branches hold deposits of approxi-

5. Market concentration calculations include deposits of thrift insti-
tutions at 50 percent. The Board previously has indicated that thrift
institutions have become, or have the potential to become, significant
competitors of commercial banks. See Midwest Financial Group, 75
Federal Reserve Bulletin 386 (1989); National City Corporation, 70
Federal Reserve Bulletin 743 (1984). Thus, the Board has regularly
included thrift deposits in the calculation of market share on a
50-percent weighted basis. See, e.g., First Hawaiian Inc., 77 Federal
Reserve Bulletin 52 (1991).

6. Under the revised DOJ Guidelines, 49 Federal Register 26,823
(June 29, 1984), a market in which the post-merger HHI is less than
1000 is considered unconcentrated, and a market in which the post-
merger HHI is between 1000 and 1800 is considered moderately
concentrated. The Justice Department has informed the Board that a
bank merger or acquisition generally will not be challenged (in the
absence of other factors indicating anticompetitive effects) unless the
post-merger HHI is at least 1800 and the merger increases the HHI by
more than 200 points. The Justice Department has stated that the
higher than normal HHI thresholds for screening bank mergers for
anticompetitive effects implicitly recognize the competitive effect of
limited-purpose lenders and other non-depository financial institu-
tions.

7. With respect to each market in which Southern has committed to
divest offices to mitigate the anticompetitive effects of the proposal,
Southern has committed to execute sales agreements prior to consum-
mation of the acquisition of United Carolina and to complete the
divestitures within 180 days of consummation of the acquisition.
Southern also has committed that, in the event it 1s unsuccessful in
completing any divestiture within 180 days of consummation of the
proposal, Southern will transfer the unsold branch(es) to an indepen-
dent trustee that is acceptable to the Board and that will be instructed
to sell the branches promptly. BankAmerica Corporation, 78 Federal
Reserve Bulletin 338 (1992); United New Mexico Financial Corpora-
tion, 77 Fedeial Reserve Bulletin 484 (1991). Southern has also
committed to submit to the Board, no later than 60 days prior to the
expiration of the 180-day divestiture period, an executed trust agree-
ment acceptable to the Board stating the terms of the divestitures.

8. These banking markets are discussed in Appendix A.

9. Southern has committed to divest a total of 23 branches in
11 North Carolina banking markets. In these markets, Southern has
committed to make divestitures to an out-of-market competitor or to a
competitively suitable purchaser.

10. These banking markets are described in Appendix B. Southern
contends that the relevant banking market for Anson County. North
Carolina, should be either (1) the Charlotte-Rock Hill banking market,
or (2) the area within a 30-mile radius surrounding Wadesboro, the
largest community in Anson County. The Board and the courts have
concluded that the relevant banking market for analyzing the compet-
itive effects of a proposal must reflect commercial and banking
realities and should consist of the local area where the banks involved
offer their services and where local customers can practicably turn for
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mately $521.9 million, which represents 14 percent of the
total deposits held by United Carolina.!!

In the seven remaining North Carolina banking markets,
consummation of the proposal, adjusted to take account of
proposed divestitures in these markets, would exceed the
DOJ Guidelines, as measured by the HHI. The Board has
previously indicated that HHI levels are only guidelines
that are used by the Board, the Department of Justice, and
other banking agencies to help identify cases in which a
more detailed competitive analysis is appropriate to assure
that the proposal would not have a significantly adverse
effect on competition in any relevant market. A proposal
that fails to pass the HHI market screen may, nonetheless,
be approved because other information may indicate that
the proposal would not have a significantly adverse effect
on competition.

The Board believes that a number of additional factors in
these seven banking markets indicate that the increase in
concentration levels, as measured by the HHI, tends to
overstate the competitive effects of this proposal. The
mitigating factors in two of these markets are discussed in
Appendix C. The remaining five North Carolina banking
markets, which include banking markets with significant
increases in the HHI or in the resulting post-merger HHIs,
are discussed below.

Columbus County Banking Market. United Carolina is
the largest of the five depository institutions in the Colum-
bus County banking market, and controls deposits of
$336.2 million, representing 60.7 percent of market depos-
its.!> Southern is the second largest depository institution
in the market, and controls deposits of $105.8 million,
representing 19 percent of market deposits. In order to
mitigate the competitive effects in this market, Southern
has committed to divest three branches, representing ap-
proximately 16 percent of market deposits, to an out-of-

alternatives. See St. Joseph Valley Bank, 68 Federal Reserve Bulletin
673, 674 (1982). The key question to be considered in making this
decision "is not where the parties to the merger do business or even
where they compete, but where, within the area of competitive over-
lap, the effect of the merger on competition will be direct and
immediate.”” United States v. Philadelphia National Bank, 374 U.S.
321, 357 (1963); United States v. Phillipsburg National Bank. 399 U.S.
350, 364-65 (1969). The Board has considered Southern’s conten-
tions in light of all the facts of record. and concludes that the
appropriate market for analyzing the competitive effects of the pro-
posal is an area that is approximated by Anson County and those
partions of Union County not included in the Charlotte-Rock Hill
Ranally Metro Area (“RMA"). This market has been defined by the
Federal Reserve Bank of Richmond (' Reserve Bank™) as the Monroe,
North Carolina, banking market. The Board bases this conclusion on
an analysis of employment commuting data, traffic patterns, and
interviews with local bankers and other officials that were conducted
in March 1997 as part of an investigation of the area by the staff of the
Reserve Bank. as well as other facts of record that indicate that
commuting, travel and competition between Anson County and the
Charlotte-Rock Hill banking market is limited.

11. Southern has also committed to divest $8 million of deposits
and associated lending relationships in the Goldsboro, North Carolina,
banking market that are not currently allocated to any of the branches
to be divested.

12. The Columbus County banking market is approximated by
Columbus County, North Carolina.

market competitor. After consummation of the proposal
and the proposed divestiture, Southern would become the
largest depository institution in the market, controlling
63.8 percent of market deposits, and the HHI would in-
crease 277 points to 4493,

The high level of concentration in the Columbus County
banking market after consummation of the proposal, as
measured by the HHI, raises a significant competitive
issue. The Board is particularly concerned when the domi-
nant position of a banking organization is increased in a
market with high levels of concentration, as in this case.

The Board believes, on balance in this particular case,
that a number of factors indicate that the effect of the
transaction on competition in this market is not likely to be
significantly adverse. The increase in market share con-
trolled by the largest competitor in the market is small, as
measured by the percentage of market deposits. Southern
has proposed significant divestitures in this market to an
out-of-market competitor with substantial resources. This
purchaser ranks among the ten largest commercial banking
organizations in North Carolina, with banking assets
greater than $6 billion. The magnitude of the proposed
divestiture and the acquiror’s size and resources help en-
sure that the out-of-market competitor would effectively
replace Southern as the second largest competitor in the
market. In addition, five competitors would remain in the
market, including the out-of-market competitor that would
purchase three branches divested by Southern.

Although population, deposit, and other economic data
traditionally relied on by the Board do not indicate that the
market is attractive for entry in comparison to other mar-
kets in the state, two new depository institutions have
already indicated their intent to enter the market in 1997.
One competitor is a newly chartered commercial bank with
three offices that was formed by local residents concerned
about the elimination of the largest community based bank-
ing organization in their market. The other competitor is a
South Carolina commercial bank from a neighboring
county that already obtains a substantial volume of its
lending business from the Columbus County market and is
extending its market presence into Columbus County. If
the two new banks succeed in obtaining a total of
$5 million of the deposits currently held by Southern,
which is less than | percent of the total market deposits,
the effect of the proposal on the HHI for the Columbus
County market would be within the DOJ Guidelines.'?

The Board has carefully weighed the competitive effects
of the proposal in the Columbus County banking market in
light of these and all the facts of record. Although the
proposal presents a close case, the Board concludes that
entry by an out-of-market competitor with a significant
share of market deposits through the proposed divestiture,
and by two additional new competitors. indicates that
competition continues to develop in the Columbus County
banking market and that, on balance, consummation of the

13. The HHI would potentially increase 163 points to 4379.
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proposal would not substantially lessen competition in that
market.

Statesville Banking Market. Southern is the third largest
of ten depository institutions that compete in the Statesville
banking market, and controls deposits of $139.3 million,
representing 19.5 percent of market deposits.!# United
Carolina is the fourth largest depository institution in the
market, and controls deposits of $73.4 million, represent-
ing 10.3 percent of market deposits. On consummation of
the proposal, Southern would become the second largest
depository institution in the market, controlling 29.8 per-
cent of market deposits. The HHI would increase 400
points to 2265.

Nine competitors would remain in the Statesville bank-
ing market after consummation of the proposal, including
North Carolina’s five largest commercial banking organiza-
tions, all with significant market shares. In addition, a
number of factors indicate that the Statesville market is
attractive for entry and expansion.'s The rate of increase in
deposits and population, for example, and the banking
market's average per capita income and total deposits per
banking office, were greater in the Statesville banking
market, which is primarily composed of a non-MSA area,
than in the state’s other non-MSA counties.!® Two com-
mercial banks entered the market by acquisition, one in
1994 and another in 1996, and a newly chartered commer-
cial bank is expected to commence operations in 1997.17

Goldsboro Banking Market. Southern is the largest of
nine depository institutions that compete in the Goldsboro
banking market, and controls deposits of $270 million,

14. The Statesville banking market is approximated by Statesville,
North Carolina, including the portion of Iredell County not included
within the Charlotte-Rock Hill RMA.

15. Depository institutions in Iredell County have the largest amount
of total deposits held by depository institutions in all non- metropoli-
tan statistical area (“non-MSA”) counties in North Carolina. In 1996,
The New Observer, a large Charlotte newspaper, awarded Iredell
County the highest rating in its review of the North Carolina business
climate. The rating was based on several economic factors, including
job growth, change in employment, the level and change in per capita
income, the level and change in unemployment, and the level and
change in per capita retail sales. In addition, Statesville, which is the
economic center of the market, is located at the intersection of two
interstate highways (U.S. Interstates 77 and 40), a fact that contributes
to the attractiveness of the market for commercial enterprises and
access to major population centers, including Charlotie and Winston-
Salem.

16. Between 1993 and 1996. deposits increased on average in
Iredell County by 2.9 percent as compared to 1.4 percent for other
non-MSA counties in North Carolina. The average population in-
crease for the same period was 2.5 percent in Iredell County as
compared to 1.5 percent for other non-MSA counties. In 1994, per
capita income in Iredell County was $14,005 compared to $12.007 in
other non-MSA counties. Total deposits per banking office in 1996
were $29.9 million compared to $25.9 million in the other non-MSA
counties.

17. In interviews with the Reserve Bank. bankers in the Statesville
banking market indicated their belief that the market would remain
competitive after consummation of the proposal. Data also indicate
that concentration in the market. as measured by the HHI, has de-
creased in the past five years.

representing 31.8 percent of market deposits.’® United
Carolina is the fourth largest depository institution in the
market, and controls deposits of $79.6 million, represent-
ing 9.4 percent of market deposits. Southern proposes to
divest three branches, with deposits of $47.5 million, to
two smaller competitors in the banking market. After con-
summation of the proposal and the proposed divestiture,
Southern would control 35.6 percent of the market depos-
its, and the HHI would increase 248 points to 2295.

The divestitures would allow each of the two smaller
competitors to increase their share of market deposits by
approximately 3 percentage points. In addition, eight com-
mercial banking organizations, including the six largest
commercial banking organizations in North Carolina,
would remain in the banking market after consummation
of the proposal. The Goldsboro banking market is attrac-
tive for entry, and a savings bank established a presence in
the market within the past two years.

Sanford Banking Market. Southern is the largest of seven
depository institutions that compete in the Sanford banking
market, and controls deposits of $153.6 million, represent-
ing 29.2 percent of market deposits. United Carolina is the
fifth largest depository institution in the market, and con-
trols deposits of $42.3 million, representing 8.1 percent of
market deposits.!® Southern proposes to divest one branch
to an out-of-market competitor. After consummation of the
proposal and the proposed divestiture, Southern would
control 34.8 percent of the market deposits. The HHI
would increase 296 points to 2195.

Seven competitors would remain in the market after
Southern’s divestiture to an out-of-markel competitor, and
the market is attractive for entry. During the past three
years, the average rate of growth in population, the level of
per capita income, and the amount of deposits per banking
office in the Sanford market exceeded the rate of growth in
other non-MSA counties of the state.?” Two competitors in
the market opened new branches in 1996, and a commer-
cial bank entered the market de novo in May 1997. In
addition, a newly chartered commercial bank plans to enter
the market in 1997. It is anticipated that the attractiveness
of the market will increase when a four-lane highway
between Sanford and Raleigh is completed within the next
two years.

Fayetteville Banking Market. Southern is the largest of
11 depository institutions that compete in the Fayetteville
banking market, controlling deposits of $358.4 million,

18. The Goldsboro banking market is approximated by the Golds-
boro, North Carolina, RMA, including the remainder of Wayne
County.

19. The Sanford banking market is approximated by Lee County,
North Carolina.

20. Between 1993 and 1996, the population of Lee County in-
creased at a rate of 2.7 percent as compared to 1.5 percent for other
non-MSA counties in North Carolina. Per capita income in the county
was $14,304 in 1995 compared to $12,007 in other non-MSA coun-
ties. The rate of growth of deposits in the market was 1.8 percent
between 1993 and 1996, compared to a rate of growth of 1.4 percent
in other non-MSA counties.
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representing 26.0 percent of market deposits.2! United
Carolina is the fifth largest depository institution in the
market, controlling deposits of $132.9 million, represent-
ing 9.6 percent of market deposits. On consummation of
the proposal, Southern would control 35.6 percent of the
market deposits. The HHI would increase 500 points to
2019.

Ten competitors would remain in the market after con-
summation of the merger, including North Carolina’s five
largest commercial banking organizations, all with signifi-
cant market shares. The market also has characteristics,
including its size, that make it attractive for entry and
expansion. The Fayetteville banking market, for example,
contains an MSA and the state’s fourth largest population
center.

The Board sought comments from the United States
Attorney General (“Attorney General”), the Office of the
Comptroller of the Currency (“OCC”), and the Federal
Deposit Insurance Corporation (“FDIC™) on the competi-
tive effects of the proposal. The Attorney General has
advised the Board that, subject to the proposed divesti-
tures, consummation of the proposal would not likely have
any significantly adverse effects on competition in any
relevant market. The OCC and the FDIC also have not
objected to consummation of the proposal.

Based on all the facts of record, including the proposed
divestitures and for the reasons discussed above and ex-
plained in the appendixes, the Board concludes that con-
summation of the proposal would not have a significantly
adverse effect on competition or the concentration of bank-
ing resources in any relevant banking market.

Other Considerations

The Board has carefully considered the financial and man-
agerial resources of Southern, United Carolina, and their
respective subsidiaries, and the effect of the proposed ac-
quisition on the future prospects of these organizations,
and other supervisory factors in light of the facts of record.
Based on all the facts of record, the Board concludes that
the financial and managerial resources and future prospects
of Southern and United Carolina, and their respective
subsidiaries, are consistent with approval of the proposal,
as are the other supervisory factors the Board must con-
sider under section 3 of the BHC Act. Considerations
relating to the convenience and needs of the communities
to be served are also consistent with approval.

Based on the foregoing, including the commitments
made to the Board by Southern in connection with the
application, and in light of all the facts of record, the Board
has determined that this application should be. and hereby
is, approved. The Board’s approval is specifically condi-
tioned on compliance by Southern with all the commit-
ments made in connection with this application, including

21. The Fayetteville banking market is approximated by the Fayet-
teville, North Carolina, RMA, including the remainder of Cumberland
County.

the divestiture commitments discussed in the order. The
commitments and conditions relied on by the Board in
reaching this decision are deemed to be conditions im-
posed in writing by the Board in connection with its
findings and decision, and, as such, may be enforced in
proceedings under applicable law.

The acquisition shall not be consummated before the
fifteenth calendar day following the effective date of this
order, or later than three months after the effective date of
this order, unless such period is extended for good cause by
the Board, or by the Federal Reserve Bank of Richmond,
acting pursuant 1o delegated authority.

By order of the Board of Governors, effective May 29,
1997.

Voting for this action: Chairman Greenspan and Governors Kelley
and Phillips. Voting against this action: Vice Chair Rivlin and Gover-
nor Meyer.

WILLIAM W. WILES
Secretary of the Board

APPENDIX A

Banking markets in which consummation of the proposal
would not exceed DOJ Guidelines without divestitures:

North Carolina banking markets

Charlotte-Rock Hill: Approximated by the Charlotte, North
Carolina, and Rock Hill, South Carolina, RMA. After
consummation of the proposal, Southern would control
9.3 percent of the market deposits and would become the
third largest depository institution in the market. The HHI
would increase 43 points to 2481.

Durham-Chapel Hjll: Approximated by the Durham-
Chapel Hill, North Carolina, RMA, including the remain-
der of Durham and Orange Counties, and Chatham County
excluding the Burlington RMA. After consummation of
the proposal, Southern would control 11.7 percent of the
market deposits and would remain the fourth largest de-
pository mstitution in the market. The HHI would increase
16 points to 1702.

Greenshoro-High Point: Approximated by the Greensboro-
High Point, North Carolina, RMA, including the remainder
of the counties of Davidson and Randolph, excluding the
Winston-Salem RMA. After consummation of the pro-
posal, Southern would control 21 percent of the market
deposits and would remain the largest depository institu-
tion in the market. The HHI would increase 98 points to

"1239.

New Bern: Approximated by New Bern, North Carolina,
the counties of Carteret, Craven, and Pamlico, and the
eastern half of Jones County. After consummation of the
proposal, Southern would control 24.7 percent of the
market deposits, and would remain the third largest depos-
itory institution in the market. The HHI would increase
136 points to 2201,
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Raleigh: Approximated by the Raleigh, North Carolina,
RMA, including the remainder of Franklin, Harnett,
Johnston, and Wake Counties. After consummation of the
proposal, Southern would control 17.2 percent of the mar-
ket deposits and would become the second largest deposi-
tory institution in the market. The HHI would increase
139 points to 1391.

Wilmington: Approximated by the Wilmington, North
Carolina, RMA, including the remainder of Brunswick
County and Pender County. After consummation of the
proposal, Southern would control 29.9 percent of the mar-
ket deposits, and would become the largest depository
institution in the market. The HHI would increase
396 points to 1695.

Winston-Salem: Approximated by the Winston-Salem,
North Carolina, RMA, including the remainder of Davie
and Stokes Counties. After consummation of the proposal,
Southern would control 32.1 percent of the market deposits
and would remain the second largest depository institution
in the market. The HHI would increase 19 points to 2975.

South Carolina banking markets

Greenville: Approximated by the Greenville, South Caro-
lina, RMA, including the remainder of Greenville and
Pickens Counties. After consummation of the proposal,
Southern would control 23.7 percent of the market deposits
and would remain the largest depository institution in the
market. The HHI would increase 186 points to 1331.
Mpyrtle Beach-Conway Area: Approximated by the Myrtle
Beach-Conway, South Carolina, RMA, including the re-
mainder of Horry County. After consummation of the
proposal, Southern would control 9.2 percent of the market
deposits and would become the fifth largest depository
institution in the market. The HHI would increase
37 points to 1131.

Spartanburg: Approximated by the Spartanburg, South
Carolina, RMA, including the remainder of Spartanburg
County, excluding the Greenville RMA portion. After con-
summation of the proposal, Southern would control
10.2 percent of the market deposits and would become the
third largest depository institution in the market. The HHI
would increase 29 points to 1230.

APPENDIX B

North Carolina banking markets in which consummation
of the proposal would not exceed DOJ Guidelines with
divestitures:

Duplin County: Approximated by Duplin County, North
Carolina. After consummation of the merger and the pro-
posed divestitures to an out-of-market competitor, South-
ern would control 46.1 percent of the market deposits and
would become the largest depository institution in the
market. The HHI would increase 36 points to 2761.

Hoke County: Approximated by Hoke County, North Caro-
lina. After consummation of the merger and the proposed

divestiture to an out-of-market competitor, Southern would
control 56.5 percent of the market deposits and would
replace United Carolina as the largest depository institution
in the market. The HHI would not increase.

Martin County: Approximated by Martin County, North
Carolina. After consummation of the merger and the pro-
posed divestiture to an out-of-market competitor, Southern
would control 27 percent of the market deposits and would
remain the second largest depository institution in the
market. The HHI would not increase.

Monroe: Approximated by Anson and Union Counties,
North Carolina, excluding the portion of Union County
included in the Charlotte-Rock Hill RMA. After consum-
mation of the merger and the proposed divestitures to an
out-of-market competitor, Southern would control
40.8 percent of the market deposits and would remain the
largest depository institution in the market. The HHI would
increase 156 points to 2188.

Richmond County: Approximated by Richmond County,
North Carolina. After consummation of the merger and the
proposed divestitures to an out-of-market competitor and
an in-market firm, Southern would control 38.3 percent of
the market deposits and would replace United Carolina as
the largest depository institution in the market. Following
the proposed divestitures, the HHI would increase
179 points to 2272.

Robeson County: Approximated by Robeson County, North
Carolina, except for the portion of the county included in the
Fayetteville RMA. After consummation of the merger and the
proposed divestitures to an out-of-market competitor, South-
ern would control 37.2 percent of the market deposits and
would become the largest depository institution in the market.
The HHI would increase 183 points to 2205.

Sampson County: Approximated by Sampson County,
North Carolina. After consummation of the merger and the
proposed divestitures to an out-of-market competitor,
Southern would control 29.8 percent of the market deposits
and would remain the second largest depository institution
in the market. Following the proposed divestitures, the
HHI would increase 99 points to 3207.

Washington County: Approximated by Washington County,
North Carolina. After consummation of the merger and the
proposed divestitures to an out-of-market competitor,
Southern would control 29.7 percent of the market deposits
and would remain the largest depository institution in the
market. The HHI would not increase.

APPENDIX C

North Carolina banking markets in which consummation of
the proposal would exceed DOJ Guidelines. However, other
factors substantially mitigate the competitive effect of the
increases in market concentration as measured by the HHI:

Moore County: Approximated by Moore County, North
Carolina. After consummation of the merger, Southern
would control 37.7 percent of the market deposits and
would remain the largest depository institution in the mar-
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ket. The HHI would increase 330 points to 1988. Ten
competitors would remain in this market following con-
summation, including North Carolina’s five largest com-
mercial banking organizations. One of the thrifts in the
market is the second largest competitor for deposits. In
addition, the market has features that make it attractive for
entry and expansion. The rate of growth in population and
market deposits, and the level of per capita income exceed,
on average, that of other non-MSA counties in the state.
Pitt County: Approximated by Pitt County, North Carolina.
After consummation of the merger, Southern would control
27.3 percent of the market deposits and would become the
largest depository institution in the market. The HHI would
increase 325 points to 1886. Following consummation, ten
competitors would remain in the market, including North
Carolina’s six largest commercial banking organizations.
In addition, the market has features that make it attractive
for entry and expansion. Pitt County is the second largest
non-MSA county in the state with respect to total deposits.
The rate of growth in deposits and the level of per capita
income exceed. on average, that of other non-MSA coun-
ties. The record indicates that one thrift in the market fully
competes with commercial banks in making commercial
and retail loans. If this thrift’s deposits are given
100 percent weight, consistent with the Board’s precedent,
the HHI would increase 319 points to 1850.

Dissenting Statement of Vice Chair Rivlin and Governor
Mever

We believe the proposed transaction would have a signifi-
cantly adverse effect on competition in at least three local
banking markets: Columbus County, Statesville and Golds-
boro. Without additional divestitures to reduce the prospect
of significantly adverse competitive effects in these mar-
kets, we believe the application should be denied.

Our concern is greatest about the Columbus County
market. This is a case of a market that is initially very
highly concentrated and, in our view, extreme caution
should be exercised in connection with any merger that
further increases market concentration. The failure to reject
the merger or to make the merger conditional on further
divestitures in this market, in our view, sets an undesirable
precedent and allows a level of concentration and market
share that is too high to warrant Board approval.

Consummation of the transaction in the Columbus
County banking market would increase the HHI from over
4200 to nearly 4500. Southern would become the dominant
banking organization in the market and would increase its
share of market deposits to approximately 64 percent. In
addition to enhancing the dominant position of the largest
competitor, the proposal would increase the gap between
the share of market deposits controlled by the two largest
competitors. After consummation of the proposal, the sec-
ond largest competitor would control only 16 percent of
market deposits, a market share less than Southern cur-
rently controls as the market’s second largest competitor.
None of the remaining three competitors would control as
much as a 10 percent share of the market deposits.

We believe that strong mitigating factors would be re-
quired to justify an acquisition resulting in further concen-
tration of such a highly concentrated market. In this case,
while two firms propose to enter the market, this new entry
is not sufficient to mitigate the increased concentration that
would result from this transaction. Relevant data do not
indicate that the market is likely to attract sufficient new
entry to check the competitive influence of Southern as the
dominant firm after this acquisition. We do not find any
other factors that would mitigate the potentially significant
adverse effect that this acquisition is likely to have on
competition in the Columbus County banking market. Ac-
cordingly, we conclude that additional divestitures are nec-
essary in the Columbus County banking market before the
proposal warrants approval.

The Statesville and Goldsboro markets are much less
highly concentrated than the Columbus County market.
Nevertheless, the proposed transaction would still, in our
view, result in significantly adverse effects on competition
in each of these markets. The increase in concentration in
the Statesville market is the largest of any of the three
markets in question. This transaction would move this
market from one with a reasonable degree of competitive-
ness to one that is highly concentrated. The Goldsboro
market involves combining the largest and fourth largest
banks in the market and results in a post-merger market
share of 35.6 percent without any mitigating factor. Al-
though the threat of adverse competitive effects in the
Statesville and Goldsboro cases appears less dramatic than
in the case of the Columbus County market, the competi-
tive effects in the Statesville and Goldsboro push the outer
limits of what the Board has approved in the past and in
our judgement exceed the limits of what the Board should
approve.

May 29, 1997

Orders Issued Under Section 4 of the Bank Holding
Company Act

Banc One Corporation, Inc.
Columbus, Ohio

Order Approving Notice to Acquire a Savings
Association and to Engage in Certain Nonbanking
Activities

Banc One Corporation, Inc., Columbus, Ohio (“Banc
One™), a bank holding company within the meaning of the
Bank Holding Company Act (“BHC Act™), has requested
the Board’s approval under section 4(c)(8) of the BHC Act
(12 U.S.C. § 1843(c)(8)) and section 225.24(a) of the
Board’s Regulation Y (12 C.ER. 225.24(a)) to merge with
First USA, Inc., Dallas, Texas (“First USA”), and to ac-
quire First USA’s wholly owned subsidiary, First USA
Federal Savings Bank, Wilmington, Delaware (“‘First USA
FSB™). Banc One also has requested the Board’s approval
under section 4(c)(8) of the BHC Act to acquire the direct
and indirect nonbank subsidiaries of First USA listed in the
Appendix and thereby to operate nonbank depository insti-
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tutions, and to engage in activities related to extending
credit and data processing.!

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 11,895 (1997)).> The time for filing
comments has expired, and the Board has considered the
notice and all comments received in light of the factors set
forth in section 4(c)(8) of the BHC Act.?

Banc One, with total consolidated assets of approxi-
mately $102 billion, is the tenth largest commercial bank-
ing organization in the United States. Banc One operates
subsidiary banks: Arizona, Colorado, Illinois, Indiana,
Kentucky, Louisiana, Ohio, Oklahoma, Texas, Utah, West
Virginia, and Wisconsin, controlling approximately
2.7 percent of total banking assets in the United States.*
Banc One also engages through its subsidiaries in a broad
range of permissible nonbanking activities in the United
States. First USA, with total consolidated assets of $10.2
billion, controls deposits of $1.7 billion in its subsidiary
depository institutions.> After consummation of the pro-
posal, Banc One would be the eighth largest commercial
banking organization in the United States, with consoli-
dated assets of $112.2 billion.

The Board has determined that operating a savings asso-
ciation by a bank holding company is closely related to
banking for purposes of section 4(c)(8) of the BHC Act.
The Board requires a savings association acquired by a
bank holding company to conform its direct and indirect
activities to those permissible for a bank holding company
under section 4(c)(8) and Regulation Y. Banc One has
committed to conform all activities of First USA FSB to
those requirements.o

1. Banc One and First USA have granted each other an option to
purchase up to approximately 19.9 percent of the outstanding common
stock of the other company under certain circumstances. These op-
tions would terminate on consummation of the proposal. First USA
would be required to obtain the Board’s approval under section 3 of
the BHC Act before exercising its option.

2. Notice of the proposed acquisition of First USA FSB also was
published in appropriate newspapers in accordance with the Board’s
policy regarding applications to acquire a savings association.

3. Commenters on the proposal, including Inner City Press/
Community on the Move, the Delaware Community Reinvestment
Action Council, and the Black Citizens for Justice, Law & Order
(collectively ““Commenters’’) contend that the Board should not con-
sider the substance of Banc One’s submissions filed after time periods
prescribed in the Board’s Rules of Procedure for an applicant’s
response to comments. See 12 C.ER. 262.3(e). The Board notes that
both Banc One and Commeaters filed information and comments after
the period provided in the Board's Rules of Procedure. The Board has
the sole discretion under its Rules of Procedure to consider comments
and responses, including late submissions of information. This notice
was filed and many of the comments and responses were submitted
before the effective date of the Board’s recent revision to Regula-
tion Y. Accordingly, in reviewing this proposal, the Board has consid-
ered all the submissions filed, including submissions filed by Com-
menters and by Banc One after the relevant time periods.

4. Asset and deposit data are as of December 31, 1996.

5. In this context, the term depository institution includes commer-
cial banks, savings banks, and savings associations.

6. Banc One intends to merge First USA FSB with and into Banc
One’s subsidiary national bank, Bank One, Columbus. N.A, Colum-

The Board also has determined by regulation that operat-
ing nonbanking depository institutions and engaging in
activities related to extending credit and data processing, as
discussed in the Appendix, are closely related to banking
within the meaning of section 4(c)(8) of the BHC Act.
Applicant has committed to conduct these activities subject
to the limitations set forth in Regulation Y.

Competitive Considerations

In order to approve the proposal, the Board also must
determine that the performance of the proposed activities is
a proper incident to banking, that is, that the proposed
transaction ‘“‘can reasonably be expected to produce bene-
fits to the public . . . that outweigh possible adverse effects,
such as undue concentration of resources, decreased or
unfair competition, conflicts of interests, or unsound bank-
ing practices.” As part of the Board’s evaluation of these
factors, the Board has carefully considered the competitive
effects of the proposed transaction in light of all the facts of
record, including comments contending that the proposal
would have an adverse effect on competition in the credit
card industry.

Banc One and First USA compete as issuers of credit
cards and as merchant credit card processors.” Credit card
issuers compete nationally for credit card customers. First
USA is the fourth largest credit card issuer in the United
States, controlling approximately 6.8 percent of outstand-
ing credit card balances.® Banc One is the 11th largest
credit card issuer. controlling approximately 3.1 percent of
outstanding credit card balances. After consummation,
Banc One would become the third largest credit card
issuer, controlling approximately 10 percent of outstanding
credit card balances. The market would remain unconcen-
trated as measured by the Herfindahl-Hirschman Index
(“HHI"),® and numerous competitors would remain.'?

bus, Ohio. The merger is subject to the approval of Office of the
Comptroller of the Currency (“OCC”™) under section 18(c) of the
Federal Deposit Insurance Corporation Act (12 U.S.C.§ 1828(c), the
Bank Merger Act). and the Board has consulted with the OCC on the
proposed merger.

7. Merchant card processing consists of three primary activities:

(1) Merchant contract acquisition.
(2) Front-end network processing, and
(3) Back-end merchant accounting.

Merchant contract acquisition includes the marketing and sale of
card transaction processing services to merchants. Front-end network
processing includes card authorization at the time of a purchase and
the electronic capture of sales drafts. Back-end merchant accounting
includes recording the number and amount of all sales drafts and
credits submitted by each merchant, managing and reporting transac-
tion information, resolving charge backs, and investigating fraudulent
activity.

8. Market share is measured by the dollar amount of credit card
balances outstanding as of December 31, 1996, and is based on data
provided by the 50 largest issuers of Visa and MasterCard credit
cards.

9. The HHI would increase 42 points to 642. Under the revised
Department of Justice guidelines, 49 Federal Register 26,823
(June 29, 1984), a market in which the post-merger HHI is less than
1000 is considered unconcentrated. and a market in which the post-
merger HHI is between 1000 and 1800 is considered moderately



604 Federal Reserve Bulletin [ July 1997

Merchant credit card processors also compete nationally.
First USA is the third largest merchant credit card pro-
cessor, with approximately 7.3 percent of the total credit
and debit transactions processed, and Banc One is the tenth
largest processor, with approximately 2.7 percent of the
total credit and debit transactions processed.!! After con-
summation, Banc One would become the third largest
processor, controlling approximately 10 percent of the total
credit and debit transactions processed. Market concentra-
tion as measured by the HHI would remain moderately
concentrated,'? and numerous competitors would remain.

Based on all the facts of record, the Board concludes that
consummation of this proposal would not have a signifi-
cantly adverse effect on competition among credit card
issuers or merchant credit card processors, or in any other
relevant market.

Other Considerations

As part of its evaluation of the public interest factors, the
Board has carefully reviewed the financial and managerial
resources of Banc One, First USA, and their subsidiaries,
and the effect the transaction would have on such resources
in light of all the facts of record.!* The facts of record
include confidential financial information from Banc One
and reports of examination and other supervisory informa-
tion received from the primary federal and state supervi-
sors of the organizations assessing the financial and mana-
gerial resources of the organizations. Based on all the facts
of record, the Board concludes that the financial and mana-
gerial resources of the organizations involved in this pro-
posal are consistent with approval.'*

concentrated. The Justice Department generally will not challenge an
acquisition (in the absence of other factors indicating anticompetitive
effects) unless the post-merger HHI is at least 1800.

10. Commenters contend that the market for credit card issuers is
too concentrated and that credit card issuers are able to charge higher
than normal interest rates. If the competitive effect of the proposal
were considered only with respect to the 11 largest credit card issuers
(Banc One is the 11th largest credit card issuer), the proposal still
would be within the DOJ merger guidelines. The post-merger HHI
would increase by 88 points to 1176. and Banc One would control
approximately 14.4 percent of the outstanding credit card balances.

I'l. Market share is measured by the dollar amount of Visa and
MasterCard credit and debit transactions processed by the 75 largest
firms in 1996.

12. The HHI would increase by 40 points to 1013 as a result of the
proposal.

13. The Board has carefully reviewed the eftect of the downward
revision of earnings recently announced by First USA on the financial
considerations of the proposal. The Board concludes that the revision
would not have a materially adverse effect on the financial resources
of Banc One.

14. Commenters contend that an anonymously written employee
newsletter provides evidence of unfair and discriminatory labor prac-
tices at a subsidiary of First USA. In addition, some commenters
contend that service by a senior First USA executive as a director of
an unaffiliated subprime lender that recently reorganized in a bank-
ruptcy proceeding raises adverse managerial considerations. The com-
ments do not provide facts that indicate wrongdoing by the executive.
One commenter also generally alleges that the numbers of African

In acting on applications to acquire a savings associa-
tion, the Board has traditionally reviewed the records of
performance by the institutions involved under the Com-
munity Reinvestment Act (12 U.S.C. § 2901 et seq.
("CRA”)).’> Commenters have criticized aspects of the
CRA performance records of both institutions and the
record of compliance with fair lending laws by Banc One.
The Board has considered in detail almost identical com-
ments relating to Banc One in connection with its proposal
to acquire Liberty Bancorp, Inc., Oklahoma City, Oklaho-
ma.!¢ Based on all the facts of record, including the facts

Americans in management positions at Banc One and First USA are
disproportionately low.

As noted, the Board reviewed these comments in light of all the
facts of record, including supervisory assessments of the financial and
managerial resources of Banc One and relevant First USA subsidiar-
ies, and concluded that financial and managerial considerations are
consistent with approval. The Board also previously has stated that its
limited jurisdiction to review applications under the BHC Act does
not authorize the Board to adjudicate disputes involving an applicant
that arise under statutes, other than banking laws, that are adminis-
tered and enforced by another federal regulatory agency. See, e.g.,
Norwest Corporation, 82 Federal Reserve Bulletin 580 (1996); see
also Western Bancshares v. Board of Governors, 480 F.2d 749 (10th
Cir. 1973). Banc One and First USA are required to file an annual
report with the Equal Employment Opportunity Commission
(“EEOC”) covering all employees in its corporate structures under
the Department of Labor’s regulations. See 41 C.FR. 60-1.7(a) and
60-1.4. The Department of Labor, and the EEOC in particular, have
sufficient statutory authority to address disputes regarding unfair or
illegally discriminatory labor practices.

15. Banc One contends that recent changes in laws other than the
CRA have made the CRA. by its terms, inapplicable to the acquisition
of a savings association by a bank holding company. Section 2203 of
the Economic Growth and Regulatory Paper Reduction Act of 1996
(“*section 2203") eliminated the requirement for approval by the
Office of Thrift Supervision (“*OTS”) of acquisitions of savings
associations by bank holding companies. There is no indication that
section 2203 was intended to alter the applicability of the CRA. First
USA FSB is an insured depository institution that is subject to
evaluation under the CRA. Banc One’s contention also is inconsistent
with the Board’s long-standing policy of considering the CRA record
of bank holding companies in reviewing applications by bank holding
companies to acquire savings associations. In this light, the Board
concludes that the language and intent of the CRA support taking
CRA performance into account in an application by a bank holding
company to acquire a savings association such as First USA FSB.

16. Banc One Corporation, 82 Federal Reserve Bulletin 520 (1997)
("*Banc One/Liberty Order™). The Board has carefully reviewed addi-
tional contentions by Commenters that Banc One’s 1996 HMDA data
show:

(1) Disparities in denial rates to minorities compared to the denial

rates for nonminority borrowers;

(2) Significant HMDA reporting errors by Banc One, particularly

Banc One Financial Services (“BOFS™"); and

(3) Misrepresentations of Banc One’s referral program among its

affiliates, including loan purchases by BOFS.

The Board has reviewed the 1996 HMDA data and Banc One’s
overall CRA performance record in light of these allegations and the
limitations noted in the Banc One/Liberty Order that make HMDA
data an inadequate basis. absent other information, for concluding that
an institution has engaged in illegal lending discrimination. The Board
also has considered Commenters’ allegations about the accuracy of
Banc One’s HMDA data, particularty data from BOFS. The Board
notes that BOFS accounts for less than 1 percent of Banc One’s
consolidated net income, and that the Board has sufficient supervisory
authority to address inaccuracies in HMDA reporting by BOFS or
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and reasons discussed in the Banc One/Liberty Order,
which are specifically incorporated herein by reference, the
Board concludes that Banc One’s record of performance
under the CRA and record of compliance with fair lending
laws are consistent with approval of the proposal.!”

First USA FSB commenced operations in 1996, and has
not yet been evaluated for CRA performance by the Office
of Thrift Supervision, its primary federal supervisor. As
noted, Banc One intends to merge First USA FSB with and
into its lead subsidiary bank, Bank One, Columbus, N.A.,
Columbus, Ohio (**Columbus Bank”), which received an
“outstanding” rating at its most recent CRA performance
evaluation from the bank’s primary federal supervisor, the
OCC. First USA’s other insured depository institutions,
First USA Bank and First USA Financial Services, Inc.,
received “*satisfactory’ ratings for CRA performance from
their primary federal supervisor, the Federal Deposit Insur-
ance Corporation (“FDIC”), as of August 1996 and Sep-
tember 1996, respectively.'®

Based on all the facts of record, and for the reasons
discussed above and in the Banc One/Liberty Order, the
Board concludes that considerations relating to the CRA
performance records of the institutions involved are consis-
tent with approval of the proposal.'®

The record indicates that consummation of the proposal
would result in benefits to both consumers and merchants.
The proposal would enable Banc One to provide First USA
customers with access to a broad range of services. In

other Banc One nonbank affiliates if the reports are found to contain
inaccuracies. The Board also has considered the contention that al-
leged HMDA inaccuracies would constitute a misrepresentation of
Banc One’s referral program in light of Banc One’s managerial record
and the Board's long experience with supervising the organization.
Accordingly, and as explained in the Banc One/Liberty Order, Banc
One’s overall performance records under the CRA and fair lending
laws, including the most recent CRA performance examination ratings
of its subsidiary banks, and Banc One’s history of addressing areas of
weakness in its performance, are consistent with the Board’s approv-
ing an application under the BHC Act.

17. As noted, the Board has also considered these allegations and
Banc One’s record of performance in evaluating managerial factors.

18. A customer of First USA Bank contends that the bank breached
its credit card agreement and has violated Truth in Lending Act
requirements. The FDIC, the primary supervisor of First USA Bank, is
addressing the customer’s complaint. The Delaware Community Rein-
vestment Action Council contends First USA Bank’s most recent
CRA evaluation reflects substantial assistance from First USA FSB.
Banc One responds that, after the merger of First USA FSB into
Columbus Bank, First USA Bank would continue to assist in meeting
the credit needs of its communities through qualified investments or
through the assistance of Banc One affiliates such as Banc One
Community Development Corporation.

19. Commenters requested additional time in which to comment on
1996 data filed by Banc One under the Home Mortgage Disclosure
Act (12 U.S.C. § 2801 et seq.)(“HMDA™). Based on all the facts of
record, including the fact that Commenters did not request the 1996
HMDA data from Banc One. and that Banc One voluntarily provided
the information to Commenters, the Board concludes that Comment-
ers’ request for additional time to file comments was properly denied.
See, e.g., the Board’s Regulation C (12 C.FR. Part 203) on disclosure
of HMDA data. The Board also notes that Commenters have provided
substantial submissions on the 1996 HMDA data that have been
considered as part of this proposal.

addition, combined credit card operations of Banc One and
First USA would enhance the services and products cur-
rently provided by each of these organizations. Addition-
ally, there are public benefits to be derived from permitting
capital markets to operate so that bank holding companies
may make potentially profitable investments in nonbanking
companies when those investments are consistent, as in
this case, with the relevant considerations under the BHC
Act, and from permitting banking organizations to allocate
their resources in the manner they believe is most efficient.
Based on all the facts of record, the Board has determined
that consummation of this proposal can reasonably by
expected to produce public benefits that would outweigh
any likely adverse effects under the proper incident to
banking standard of section 4(c)(8) of the BHC Act.

Request for a Hearing

Commenters contend that their allegations raise issues of
disputed material facts and that a hearing is necessary in
order for commenters to obtain and to provide additional
information relevant to their allegations, particularly re-
garding Banc One’s record of CRA performance and com-
pliance by Banc One’s nonbanking subsidiaries with fair
lending laws. Commenters also cite the examination of
Banc One Mortgage Company (“BOMC™), a nonbank
subsidiary of Banc One, which was discussed in the Banc
One/Liberty Order, as evidence of disputed material facts.
The Board's rules provide for a hearing on notices under
section 4 of the BHC Act to acquire a savings association if
there are disputed issues of material fact relating to the
acquisition of the savings association that cannot be re-
solved in some other manner. See 12 C.E.R. 225.25(a)(2).
After a careful review of all the facts of record, the
Board has concluded that Commenters’ arguments amount
to a dispute with the weight that should be accorded to, and
the conclusions that the Board should draw from, the facts
of record. but do not identify disputed issues of fact that
are material to the Board’s decision. In addition, interested
parties have had an opportunity to present their views, and
commenters have submitted substantial written comments
that have been considered by the Board. Commenters’
request fails to show why a written presentation would not
suffice and to summarize what evidence would be pre-
sented at a hearing or meeting. See 12 C.ER. 262.3(e).
The examination discussed in the Banc One/Liberty
Order is intended to resolve a question about fair lending
oversight. procedures and practices at Banc One Mortgage
Company (“BOMC”) based on certain preliminary infor-
mation that was developed in the course of the Board’s
supervision of Banc One and on other complaints against
Banc One’s operations. The Board fully expects that Banc
One will take all necessary steps. including adopting and
implementing practices and procedures developed in con-
sultation with the Board. to ensure that any areas of weak-
ness in its fair lending policies and practices that may be
identified through the Board's examination are adequately
addressed, and the Board conditions its action on this
proposal on Banc One taking such actions. Based on all the
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facts of record, including the fact that BOMC accounts for
less than 1 percent of Banc One’s consolidated net income,
the fact that the Board has supervisory authority to require
bank holding companies and their subsidiaries to address
compliance deficiencies, Banc One’s record of addressing
supervisory and other issues identified by its supervisor,
the condition stated in this order, and Banc One’s overall
record of performance under the CRA and fair lending
laws, the Board does not believe that completion of the
BOMC examination, or receipt of additional information at
a public hearing or meeting, would provide facts material
to the Board’s consideration of the proposal at this time.

On the basis of all the facts of record, the Board has
determined that a public hearing or public meeting is not
required or necessary to clarify the factual record in this
proposal, or otherwise warranted in this case. Accordingly,
the request for a public hearing or meeting on the proposal
is hereby denied.

Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that the notice should be, and hereby
is, approved. The Board’s approval of the proposal is
specifically conditioned on compliance by Banc One with
the commitments made in connection with this notice and
conditions referred to in this order.2® The Board’s determi-
nation also is subject to all the conditions in Regulation Y,
including those in sections 225.7 and 225.23(g) (12 C.ER.
225.7 and 225.23(g)) and to the Board’s authority to re-
quire such modification or termination of the activities of a
holding company or any of its subsidiaries as the Board
finds necessary to assure compliance with, or to prevent
evasion of, the provisions and purposes of the BHC Act
and the Board’s regulations and orders issued thereunder.
The commitments and conditions relied on by the Board in
reaching this decision shall be deemed to be conditions
imposed in writing by the Board in connection with its
findings and decision. and, as such, may be enforced in
proceedings under applicable law.

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

By order of the Board of Governors, effective May 14,
1997.

20. Commenters also have requested that the Board delay action on
the proposal and investigate its allegations against Banc One and its
nonbanking subsidiaries through an on-site examination. Based on all
the facts of record. and for the reasons discussed in the Banc One/
Liberty Order which, as noted, have been specifically incorporated
herein, the Board concludes that delay or denial of the proposal until
the Board investigates Commenters” allegations or completes its ex-
amination of BOMC is not warranted.

Voting for this action: Vice Chair Rivlin and Governors Kelley,
Phillips. and Meyer. Absent and not voting: Chairman Greenspan.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

APPENDIX

Nonbanking Subsidiaries

Banc One proposes to acquire all of the voting shares of
the following nonbanking subsidiaries of First USA:

(a) First USA Bank, Wilmington, Delaware, a credit card
bank, and thereby engage in making revolving extensions
of credit in connection with the issuance of its consumer
credit cards, and conducting activities incidental to its
credit card business, pursuant to section 225.28(b)(2);

(b) First USA Financial Services, Inc., Murray, Utah, an
industrial loan company, and thereby engage in making
extensions of credit in connection with the issuance of
commercial credit cards to businesses, governmental units
and other entities, pursuant to sections 225.28(b)(2) and
225.28(b)(4);

(c) First USA Merchant Services, Inc., Dallas, Texas, and
thereby engage in processing credit and debit card transac-
tions for merchants directly and indirectly through finan-
cial institutions and independent sales organizations, in-
cluding card transaction authorization (‘‘authorization™),
processing of card transactions (‘‘capture’), settlement of
card transactions (“‘settlement”), and arranging for deposit
of funds in merchants’ accounts (“‘merchant funds depos-
it’"), pursuant to sections 225.28(b)(2) and 225.28(b)(14);
(d) First USA Technology, Inc., Dallas, Texas, and thereby
engage in serving as licensor for software provided to
merchants in connection with credit and debit card pro-
cessing activities, pursuant to sections 225.28(b}(2) and
225.28(b)(14);

(e) First Virtual Holdings Incorporated, San Diego, Califor-
nia, and thereby engage in providing merchants selling
their products and services over the Internet with a pay-
ment system that verifies the identity of the purchaser and
the seller to a credit card transaction, and engage in provid-
ing processing services, including authorization, capture,
settlement, and merchant funds deposit activities for the
credit card transaction; and operating a shared website on
the Internet for sellers of information products by manag-
ing all aspects of the selling process such as confirmation
of purchases, distribution of information products, account-
ing, settlement, and collection and payment of proceeds,
pursuant to section 225.28(b)(14);

(f) Gensar Technologies, Inc., Tampa, Florida, and thereby
engage in providing certain credit and debit card transac-
tion processing services and equipment for merchants di-
rectly and indirectly through financial institutions and inde-
pendent sales organizations, and acting as licensor of
personal computer-based software designed for the pro-
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cessing of financial data, pursuant to sections 225.28(b)(2)
and 225.28(b)(14);

(g) Merchant Link, Inc., Bethesda, Maryland, and thereby
engage in providing specialized help-desk services only in
connection with the operation of the bank card modules of
certain integrated hotel, restaurant, and retail financial man-
agement systems, pursuant to section 225.28(b)(14); and
cialized credit and debit card transactions processing ser-
vices, including authorization, capture, settlement, and
merchant funds deposit activities, and providing special-
ized personal computer-based software that is used by
direct response merchants in connection with the entry of
customer card data and card transaction processing, pursu-
ant to sections 225.28(b)(2) and 225.28(b)(14).

Other Interests

Banc One proposes to acquire the following interest of

First USA!!
50 percent ownership interest in PHH/Paymentech,
Wilmington. Delaware, a limited liability company
that is a joint venture with Paymentech Fleet Ser-
vices, Inc., a First USA subsidiary, and PHH Vehi-
cle Management Services Corp., and thereby en-
gage in providing credit card marketing, transaction
processing and other services to organizations that
operate fleets of vehicles, pursuant to section
225.28(b)(2).

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

Allied Irish Banks, plc
Dublin, Ireland

First Maryland Bancorp
Baltimore, Maryland

Order Approving Acquisition of a Bank Holding
Company

Allied Irish Banks, plc, Dublin, Ireland (“Allied Irish™),
and its subsidiary, First Maryland Bancorp, Baltimore,
Maryland (“First Maryland’’) (collectively, “Applicants™),
bank holding companies within the meaning of the Bank
Holding Company Act ("BHC Act”), have requested the
Board’s approval under section 3 of the BHC Act
(12 U.S.C. § 1842) to acquire Dauphin Deposit Corpora-
tion (“Dauphin’’) and thereby indirectly acquire Dauphin’s
subsidiary bank, Dauphin Bank and Trust Company
(“Dauphin Bank ™), both of Harrisburg, Pennsylvania.! Ap-

1. Banc One also proposes to acquire the inactive subsidiaries of
First USA, however, Banc One has committed not to engage in any
activities through these inactive subsidiaries without the prior ap-
proval of the Board or the Federal Reserve Bank of Cleveland.

1. Applicants also have requested the Board's approval to exercise
an option to purchase up to 19.9 percent of the voting shares of

plicants also have requested the Board’s approval under
section 4(c)8) of the BHC Act (12 U.S.C. § 1843(c)(8))
and section 225.24 of the Board’s Regulation Y (12 C.ER.
225.24) to acquire the nonbanking subsidiaries of Dauphin
and thereby engage in the nonbanking activities listed in
the Appendix.

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 16,579 (1997)). The time for filing
comments has expired, and the Board has considered the
proposal and all comments received in light of the factors
set forth in sections 3 and 4 of the BHC Act.

Allied Irish, with total consolidated assets equivalent to
approximately $43.9 billion, is the largest banking organi-
zation in Ireland, and it provides a full range of banking,
financial, and related services primarily in Ireland, the
United Kingdom, and the United States.? Allied Irish oper-
ates a branch in New York; through First Maryland, con-
trols three banking subsidiaries in Delaware, Maryland,
and Pennsylvania; and engages through other subsidiaries
in various nonbanking activities. First Maryland, with total
consolidated assets of $10.8 billion, is the 57th largest
commercial banking organization in the United States,
controlling $7.5 billion in deposits.

Allied Irish is the 18th largest commercial banking orga-
nization in Pennsylvania, controlling $872.6 million in
deposits, representing less than 1 percent of all deposits in
commercial banking institutions in the state.®> Dauphin is
the seventh largest commercial banking organization in
Pennsylvania, controlling $3.96 billion in deposits, repre-
senting approximately 2.9 percent of all deposits in com-
mercial banking institutions in the state. On consummation
of the proposal, Allied Irish would become the sixth largest
commercial banking organization in Pennsylvania, control-
ling deposits of $4.8 billion, representing approximately
3.5 percent of all deposits in commercial banking institu-
tions in the state.

Interstate Banking Analysis

Section 3(d) of the BHC Act, as amended by section 101 of
the Riegle-Neal Interstate Banking and Branching Effi-
ciency Act of 1994, allows the Board to approve an appli-
cation by a bank holding company to acquire a bank
located in a state other than the home state of such bank
holding company if certain conditions are met.* For pur-
poses of the BHC Act, the home state of Allied Irish and
First Maryland is Maryland, and Applicants propose to
acquire a bank in Pennsylvania. The conditions for an

Dauphin. The option would terminate on consummation of this pro-
posal.

2. Asset and national deposit and ranking data are as of Decem-
ber 31, 1996.

3. State deposit and ranking data are as of June 30, 1996.

4. Pub. L. No. 103-328, 108 Stat. 2338 (1994). A bank holding
company’s home state is the 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 is later.
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interstate acquisition under section 3(d) are met in this
case.’ In view of all the facts of record, the Board is
permitted to approve the proposal under section 3(d) of the
BHC Act.

Competitive Considerations

The BHC Act prohibits the Board from approving an
application under section 3 of the BHC Act if the proposal
would resultl in a monopoly or if the effect of the proposal
may be substantially to lessen competition in any relevant
market, unless the Board finds that the anticompetitive
effects of the proposal are clearly outweighed in the public
interest by the probable effect of the proposal in meeting
the convenience and needs of the community to be served.®

Allied Irish and Dauphin compete directly in the Hager-
stown, Maryland; Lancaster, Pennsylvania; and York,
Pennsylvania, banking markets.” On consummation of this
proposal, those markets would remain moderately concen-
trated as measured by the Herfindahl-Hirschman Index

5. See 12 US.C. §§ 1842(d)(1X(A) and (B) and 1842(d)(2)(A) and
(B). Allied Irish and First Maryland are adequately capitalized and
adequately managed. In addition, on consummation of the proposal.
Allied Irish and First Maryland would control less than 10 percent of
the total amount of deposits of insured depository institutions in the
United States and less than 30 percent of the total amount of deposits
of insured depository institutions in Pennsylvania. Pennsylvania does
not have a minimum age requirement or a statewide concentration
limit. All other requirements of section 3(d) of the BHC Act also
would be met on consummation of the proposal.

6. In evaluating the competitive effects of this proposal, the Board
has carefully considered comments received from an individual
(“"Protestant™) and a petition submitted by a number ot individuals
contending that the proposal would have adverse competitive etfects
in the area between Harrisburg, Pennsylvania. and Baltimore. Mary-
land, identified as the “‘Interstate 83 corridor.” and adverse effects on
small Pennsylvania banks. As indicated below. the Board has con-
cluded that the relevant geographic banking markets for analyzing the
competitive effects of this proposal are the Hagerstown. Lancaster.
and York banking markets. In reaching this decision, the Board has, as
in previous cases, considered the location of the relevant banks,
worker commuter patterns (as indicated by census data), and other
indicia of economic integration and the transmission of competitive
forces among large and small depository institutions. See *Third
District Banking Markets,” Federal Reserve Bank of Philadelphia
(August 1995). See also Chemical Banking Corporation, 82 Federal
Reserve Bulletin 239. 241 (1996). See United States v. Philadelphia
National Bank, 374 U.S. 321, 357 (1963); United States v. Phillips-
burg National Bank, 399 U.S. 350 (1969).

7. The Hagerstown. Maryland, banking market is approximated by
the Hagerstown Rand McNally Area (*RMA™), which includes por-
tions of Maryland, Pennsylvania, West Virginia, and the portions of
Washington County, Maryland, not in the Hagerstown RMA. The
Lancaster, Pennsylvania, banking market is approximated by Lan-
caster County, Pennsylvania. The York. Pennsylvania, banking market
is approximated by Adams and York Counties, both in Pennsylvania.

("“HHI").® After considering the number of competitors
that would remain in the market, the resulting market
concentration as measured by the HHI, and all other facts
of record. the Board has concluded that consummation of
this proposal would not have a significantly adverse effect
on competition or the concentration of banking resources
in any relevant banking market.

Certain Supervisory Considerations

Under the Foreign Bank Supervision Enhancement Act of
1991,° the Board may not approve an application under
section 3 of the BHC Act involving a foreign bank unless
the bank is “subject to comprehensive supervision or regu-
lation on a consolidated basis by the appropriate authorities
in the bank’s home country.”'® The Board previously has
determined, in an application under the BHC Act, that the
Bank of Ireland, Dublin, Ireland, was subject to compre-
hensive consolidated supervision by its home country au-
thorities.!” In this case, the Board has determined that
Allied Irish is supervised on substantially the same terms
and conditions as the Bank of Ireland. Based on all the
facts of record, the Board has concluded that Allied Irish is
subject to comprehensive supervision and regulation on a
consolidated basis by its home country supervisor.

The BHC Act also requires the Board to determine that
the applicant has provided adequate assurances that it will
make available to the Board such information on its opera-
tions and activities and those of its affiliates that the Board
deems appropriate to determine and enforce compliance
with the BHC Act. The Board has reviewed the restrictions
on disclosure in jurisdictions where Allied Irish has mate-
rial operations and has communicated with relevant gov-
ernment authorities concerning access to information. Al-

8. Under the revised Depariment of Justice Merger Guidelines,
49 Federal Register 26,823 (June 29, 1984), a market in which the
post-merger HHI is between 1000 and 1800 is considered moderately
concentrated. The Justice Department has informed the Board that a
bank merger or acquisition generally will not be challenged (in the
absence of other factors indicating anticompetitive effects) unless the
post-merger HHI is at least 1800 and the merger or acquisition
increases the HHI by at least 200 points. The Justice Department has
stated that the higher than normal threshold for an increase in the HHI
when screening bank mergers and acquisitions for anticompetitive
effects implicitly recognizes the competitive effect of limited-purpose
lenders and other nondepository financial entities. On consummation
of this transaction, the HHI in the relevant banking markets would
increase as follows: Hagerstown (12 points to 1375), Lancaster
(8 points to 1270). and York (633 points to 1654).

9. Pub. L. No. 102-242, § 201 et seq.. 105 Stat. 2286 (1991).

10. 12 US.C. § 1842(c)(3)}(B). As provided in Regulation Y. the
Board determines whether a foreign bank is subject to consolidated
home country supervision under the standards set forth in Regulation
K (International Banking Operations). 12 C.E.R. 225.13(a)4). Regula-
tion K provides that a foreign bank muy be considered subject to
consolidated supervision if the Board determines that the bank is
supervised or regulated in such a manner that its home country
supervisor receives sufficient information on the worldwide operations
of the foreign bank, including the relationship of the bank to its
aftiliates, to assess the foreign bank’s overall financial condition and
compliance with law and regulation. 12 C.ER. 211.24(c)(1)(ii).

L1. See Bank of Ireland, 81 Federal Reserve Bulletin 511 (1995).
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lied Irish has committed that, to the extent not prohibited
by applicable law, it will make available to the Board such
information on the operations of Allied Irish and any of its
affiliates that the Board deems necessary to determine and
enforce compliance with the BHC Act, the International
Banking Act (12 US.C. § 3101 et seq.). and other applica-
ble federal laws. Allied Irish also has committed to cooper-
ate with the Board to obtain any waivers or exemptions
that may be necessary in order to enable Allied Irish to
make any such information available to the Board. In light
of these commitments and other facts of record, the Board
has concluded that Allied Irish has provided adequate
assurances of access to any necessary information the
Board may request.'? For these reasons, and based on all
the facts of record, the Board has concluded that the
supervisory factors the Board is required to consider under
section 3(c)(3) of the BHC Act are consistent with ap-
proval.

Financial, Managerial. and Convenience and Needs
Considerations

In considering the financial and managerial factors in this
case, the Board notes that the Central Bank of [reland has
implemented the European Union's capital adequacy direc-
tive, which follows the Basle risk-based capital standards
with minor variations that conform with local accounting
practices. Thus, Allied Irish is subject to capital standards
that conform to the Basle Capital Accord. Allied Irish’s
capital levels comply with those standards and are consid-
ered equivalent to the capital that would be required of a
United States banking organization. The Board also has
considered other aspects of Allied Irish’s financial condi-
tion, as well as the capital position and other aspects of the
financial condition of First Maryland and the other institu-
tions involved in this transaction.

The proposed transaction is not expected to have a
significant adverse effect on the financial resources of
Allied Irish, First Maryland, or the other institutions in-
volved. Allied Irish and First Maryland, and their subsid-
iary depository institutions, are well-capitalized and ex-
pected to remain so on consummation of this proposal. The
Board also has considered the size of this acquisition
relative to the assets of Allied Irish and First Maryland, the
financing for this proposal, and the effect of this proposal
on the liquidity position of these institutions.

The Board also has carefully considered the managerial
resources of Allied Irish, First Maryland, and the other
institutions involved in this proposal in light of all the facts

12. In previous cases, the Board has reviewed relevant provisions of
confidentiality, secrecy, and other laws in jurisdictions in which Allied
Irish has material operations. See Bank of Ireland, 81 Federal Reserve
Bulletin 511 (1995);, HSBC Holdings plc. 81 Federal Reserve Bulletin
1037 (1995).

of record, including assessments of their managerial re-
sources by United States and Irish banking authorities.'?

Based on the foregoing and all the facts of record, the
Board has concluded that considerations relating to the
financial and managerial resources and future prospects of
Allied Irish. First Maryland, Dauphin, and their respective
subsidiaries are consistent with approval of the proposal, as
are the other supervisory factors the Board must consider
under section 3 of the BHC Act.

Convenience and needs considerations, including the
records of performance of the banking subsidiaries of
Allied Irish and Dauphin under the Community Reinvest-
ment Act (12 US.C. § 2903 er seq.) (“CRA™), also are
consistent with approval .}

Nonbanking Activities
A. Activities Approved by Regulation

The Board previously has determined by regulation that
the proposed lending, financial and investment advisory,
tax preparation, securities brokerage, riskless principal,
private placement, data processing, and credit-related in-
surance activities, and underwriting and dealing in bank-
eligible securities are closely related to banking within the
meaning of section 4(c)(8) of the BHC Act.'® Allied Irish
proposes to conduct these activities in accordance with

13. In considering the financial and managerial factors in this case,
the Board has carefully weighed comments by Protestant, including
comments that:

(1) Dauphin has invested in technology. training programs. and
other items to remain an independent financial institution;

(2) officials and representatives of Dauphin and Allied Irish have
made inconsistent statements about the competitive and other factors
in 1his case; and

(3) Protestant’s company incurred substantial financial losses be-
cause Farmers Bank. FSB, Baltimore. Maryland. a thrift institution
sold by Dauphin in 1994, violated state law by failing to record
documentation of the thrift’s loan to the company.

The Board has considered these contentions in light of all the facts
of record. including the alleged inconsistent statements themselves
and supervisory reports of examination assessing the financial and
managerial resources of Allied Irish. Dauphin, and their respective
subsidiaries. These examination reports have reviewed. among other
matters, the loan documentation policies and procedures of the rele-
vant institutions.

14. In considering the convenience and needs factor in this case, the
Board has carefully weighed comments by Protestant that Dauphin
Bank 's customer service would become less personal after the acquisi-
tion. The Board has reviewed this contention in light of all the facts of
record, including CRA performance examinations of the relevant
institutions. The Board notes that Allied Irish’s lead subsidiary bank,
First National Bank of Maryland, Baltimore, Maryland, received an
“outstanding™ rating in its most recent examination for CRA perfor-
mance from its primary federal supervisor, the Office of the Comptrol-
ler of the Currency, as of October 7, 1996. The Board also notes that
Allied Irish has not proposed to change the management of Dauphin
and intends to retain certain senior officers and directors. Allied Irish
has indicated that the proposed transaction would improve the ability
of the combined organization to meet the business credit needs of the
communities it serves through higher aggregate credit limits and
improved underwriting and asset syndication capabilities, among other
things.

15. See 12 C.F.R. 225.28(b)(1), (6), (7}, (8), (11). and (14).
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Regulation Y and relevant Board interpretations and or-
ders.

B. Underwriting and Dealing in Bank-Ineligible
Securities

Applicants also have proposed to acquire Dauphin’s sec-
tion 20 subsidiary, Hopper Soliday & Co., Inc., Lancaster,
Pennsylvania (“Company”). The Board previously autho-
rized Company to engage in underwriting and dealing in
bank-ineligible securities on a limited basis.'® This authori-
zation was based upon the Board’s prior determination
that, subject to the prudential framework of limitations
established in previous decisions to address the potential
for conflicts of interests, unsound banking practices, or
other adverse effects, the activities of underwriting and
dealing in bank-ineligible securities are so closely related
to banking as to be a proper incident thereto within the
meaning of section 4(c)(8) of the BHC Act.'” Allied Irish
has committed that Company will conduct the proposed
underwriting and dealing activities subject to the frame-
work, including the prudential limitations, established by
the Board in the Section 20 Orders.

In addition, the Board has determined that the conduct of
these securities underwriting and dealing activities is con-
sistent with section 20 of the Glass—Steagall Act
(12 U.S.C. § 377), provided that the company engaged in
the underwriting and dealing activities derives no more
than 25 percent of its total gross revenues from underwrit-
ing and dealing in bank-ineligible securities over any two-
year period.'® Allied Irish has committed that Company

16. See Dauphin Deposit Corporation, 77 Federal Reserve Bulletin
672 (1991). Company is registered as a broker-dealer with the Securi-
ties and Exchange Commission (*'SEC”) under the Securities Ex-
change Act of 1934 (15 U.S.C. § 78a et seq.) and ts a member of the
National Association of Securities Dealers, Inc. (*"NASD”’). Accord-
ingly, Company is subject to the recordkeeping and reporting obliga-
tions. fiduciary standards, and other requirements of the Securities
Exchange Act of 1934, the SEC, and the NASD.

17. See Canadian Imperial Bank of Commerce, et al., 76 Federal
Reserve Bulletin 158 (1990). J.P. Morgan & Co. Incorporated, et al .,
75 Federal Reserve Bulletin 192 (1989), aff’d sub nom. Securities
Industries Ass'n v. Board of Governors of the Federal Reserve System,
900 E.2d 360 (D.C. Cir. 1990); Ciricorp, et al., 73 Federal Reserve
Bulletin 473 (1987). aff’ d sub nom. Securities Industry Ass’n v. Board
of Governors of the Federal Reserve System. 839 F.2d 47 (2d Cir.
1988), cert. denied. 486 U.S. 1059 (1988): as modified by Review of
Restrictions on Director. Officer and Employee Interlocks, Cross-
Marketing Activities, and the Purchase and Sale of Financial Assets
Between a Section 20 Subsidiary and an Affiliated Bank or Thrift,
82 Federal Reserve Bulletin 113 (1996) (collectively, **Section 20
Orders™).

18. See Revenue Limit on Bank-Ineligible Activities of Subsidiaries
of Bank Holding Companies Engaged in Underwriting and Dealing in
Securities, 61 Federal Register 68.750 (1996). See also Section 20
Orders. Compliance with the 25-percent revenue limitation will be
calculated in accordance with the method stated in the Section 20
Orders. as modified by the Order Approving Modifications to the
Section 20 Orders, 75 Federal Reserve Bulletin 751 (1989):. and
10-Percent Revenue Limit on Bank-Ineligible Activities of Subsidiar-
ies of Bank Holding Companies Engaged in Underwriting and Deal-
ing in Securities, 61 Federal Register 48953 (1996) (collectively,
“Modification Orders™). The Board notes thai Company has not

will conduct its underwriting and dealing activities in bank-
ineligible securities subject to the 25-percent revenue test.'?

C. Other Nonbanking Considerations

In order to approve this proposal, the Board also must
determine that the proposed activities are a proper incident
to banking, that is, that the proposed transaction *‘can
reasonably be expected to produce benefits to the pub-
lic . . . that outweigh possible adverse effects. such as
undue concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking practic-
es.”’20

As part of the Board’s evaluation of these factors, the
Board considers the financial and managerial resources of
the notificant, its subsidiaries, and any company to be
acquired, and the effect the transaction would have on such
resources.?! As noted previously, Allied Irish’s capital ra-
tios satisfy applicable risk-based standards under the Basle
Accord and are considered equivalent to the capital levels
that would be required of a United States banking organiza-
tion. The Board also has reviewed the capitalization of
Allied Irish and Company in accordance with the standards
set forth in the Section 20 Orders and finds the capitaliza-
tion of each to be consistent with approval. The determina-
tion on the capitalization of Company is based on all the
facts of record, including projections of the volume of
Company’s underwriting and dealing activities in bank-
ineligible securities. The Board also has reviewed other
aspects of the financial condition and resources of Allied
Irish, Dauphin, and their respective subsidiaries, including
the effect of this proposal on the financial condition and
resources of these entities.

On the basis of its supervisory experience with Appli-
cants, Dauphin, and Company, the commitments provided
in this case, and the proposed management of Company.
the Board also has determined that Applicants and Com-
pany have established policies and procedures to ensure
compliance with this order and the Section 20 Orders,
including computer, audit, and accounting systems, inter-
nal risk management controls. and the necessary opera-
tional and managerial infrastructure. The Board also has
reviewed other aspects of the managerial resources of the
entities involved in this proposal, including the expected
effect of this proposal on such resources.

adopted the Board’s alternative indexed-revenue test to measure com-
pliance with the revenue limitation on bank-ineligible securities activ-
ities. and, absent such election. will continue to employ the Board's
standard 25-percent revenue test.

19. Company also may engage in activities that are necessary
incidents to the proposed underwriting and dealing activities. Unless
Company receives specific approval under section 4(c)(8) of the BHC
Act to conduct the activities independently, any revenues from the
incidental activities must be counted as ineligible revenues subject to
the Board’s revenue limitation.

20. See 12 US.C. § 1843(c)(8).

21. See 12 C.ER. 225.26; see also The Fuji Bank, Limited.
75 Federal Reserve Bulletin 94 (1989); Bayerische Vereinsbank AG,
73 Federal Reserve Bulletin 155 (1987).
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On the basis of the foregoing and all the facts of record,
the Board has concluded that financial and managerial
considerations are consistent with approval of this pro-
posal.

The Board expects that the proposed acquisition would
provide added convenience to customers of Dauphin and
Allied Irish. Allied Irish also has indicated that the pro-
posed transaction would result in operational efficiencies
that would allow it to be a more effective competitor and
thereby provide improved services at a lower cost to its
customers.

The Board also has carefully considered the competitive
effects of the proposed acquisition of Dauphin’s nonbank-
ing subsidiaries. Allied Irish operates nonbanking subsid-
iaries that compete with certain nonbanking subsidiaries of
Dauphin. In each case, the markets for these nonbanking
services are unconcentrated, and there are numerous pro-
viders of these services. As a result, consummation of this
proposal would have a de minimis effect on competition for
these services, and the Board has concluded that the pro-
posal would not result in a significantly adverse effect on
competition in any relevant market.

Under the framework established in this and prior deci-
sions, including the prudential limitations established by
the Board in the Section 20 Orders, moreover, consumma-
tion of the proposal is not likely to result in any signifi-
cantly adverse effects, such as undue concentration of
resources, decreased or unfair competition, conflicts of
interests, or unsound banking practices that would out-
weigh the public benefits of this proposal.

Accordingly, based on all the facts of record, the Board
has determined that the balance of public benefits that it
must consider under the proper incident to banking stan-
dard of section 4(c)(8) of the BHC Act is favorable and
consistent with approval of the proposal.

Conclusion

Based on the foregoing and all the other facts of record, the
Board has determined that the applications and notices
should be, and hereby are, approved.??> The Board’s ap-

22. Protestant has requested that the Board hold a public hearing or
meeting on all aspects of this proposal, particularly the effect of the
transaction on small banks in Pennsylvania. A number of other
individuals have signed a petition to join this request. Section 3(b) of
the BHC Act does not require the Board to hold a public hearing on an
application unless the appropriate supervisory authority for the bank
to be acquired makes a timely written recommendation of denial of
the application. In this case. the Board has not received such a
recommendation from any state or federal supervisory authority.

Under its rules, the Board also may. in its discretion. hold a public
hearing or meeting on an application or notice to clarify factual issues
related to the proposal and to provide an opportunity for testimony.
See 12 C.FR. 225.25(a)(2), 262.3(e), and 262.25(d). The Board has
carefully considered Protestant’s request for a hearing or meeting in
light of all the facts of record. In the Board’s view, Protestant has had
ample opportunity to submit views, and has, in fact. provided written
submissions that have been considered by the Board in acting on this
proposal. Protestant’s request fails to demonstrate why the written
submissions do not adequately present his ailegations. After a careful

proval is specifically conditioned on compliance by Allied
Irish with all the commitments made in connection with
this proposal and with the conditions stated or referred to
in this order, and on receipt by Applicants of all necessary
approvals from state and federal regulators and other au-
thorities.

The Board’s determination on the nonbanking activities
is also subject to all the terms and conditions set forth in
Regulation Y. including those in sections 225.7 and
225.25(c) of Regulation Y (12 C.F.R. 225.7 and 225.25(c)),
and to the Board’s authority to require such modification or
termination of the activities of a bank holding company or
any of its subsidiaries as the Board finds necessary to
ensure compliance with, and to prevent evasion of, the
provisions of the BHC Act and the Board’s regulations and
orders issued thereunder. The commitments and conditions
relied on by the Board in reaching this decision are deemed
to 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. If any re-
strictions on access to information on the operations or
activities of Allied Irish and its affiliates subsequently
interfere with the Board’s ability to obtain information 1o
determine the compliance by Allied Irish and its affiliates
with applicable federal statutes, the Board may require
termination of any of Allied Irish’s direct or indirect activ-
ities in the United States.

The acquisition of Dauphin shall not be consummated
before the fifteenth calendar day following the effective
date of this order, and the proposal shall not be consum-
mated later than three months after the effective date of this
order. unless such period is extended for good cause by the
Board or by the Federal Reserve Bank of Richmond, acting
pursuant to delegated authority.

By order of the Board of Governors, effective May 19,
1997.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Kelley. Phillips. and Meyer.

JENNIFER J. JOHNSON
Deputy Secretary of the Board
APPENDIX
Nonbanking Subsidiaries and Activities:
(1) Dauphin Life Insurance Company. Harrisburg, Penn-

sylvania, which would engage in reinsuring life, health,
and accident insurance directly related to extensions of

review of all the facts of record, the Board has concluded that
Protestant’s request fails to identify any genuine dispute about facts
that are material to the Board’s decision or any other basis on which a
hearing or meeting would be warranted. Based on all the facts of
record, the Board has determined that a public hearing or meeting is
not necessary to clarify the factual record in the proposal and is not
otherwise warranted in this case. Accordingly, the request for a public
hearing or meeting on the proposal is hereby denied.
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credit made by Dauphin Bank or other subsidiaries of
Allied Irish, pursuant to section 225.28(b)(11)(i) of Reg-
ulation Y (12 C.E.R. 225.28(b)(11)(i));
(2) Loans USA. Incorporated, Pasadena, Maryland
(“Loans USA”™).! which would engage in:
(a) Making. acquiring, brokering, or servicing loans
or other extensions of credit (including factoring, issu-
ing letters of credit, and accepting drafts) for its own
account or for the account of others, pursuant to
section 225.28(b)(1) of Regulation Y (12 C.ER.
235.28(b)(1));
(b) Providing tax preparation services to any person,
pursuant to section 225.28(b)(6)(v1) of Regulation Y
(12 C.ER. 22528(b)(6)(vi));
(c) Providing data processing and data transmission
services. pursuant to section 225.28(b)(14) of Regula-
tion Y (12 C.FR. 225.28(b)(14));
(d) Engaging in insurance agency and underwriting
activities with respect to life, health, and accident
insurance directly related to extensions of credit made
by Loans USA or other subsidiaries of Allied Irish,
pursuant to section 225.28(b)(11)(i) of Regulation Y
(12 C.ER. 225.28(b)(11)(i)): and
() Engaging in insurance agency activities with re-
spect to collateral insurance directly related to exten-
sions of credit made by Loans USA or other finance
company subsidiaries of Allied Irish, pursuant to sec-
tion 225.28(b)(11)(ii) of Regulation Y (12 C.FR.
225.28(b)(1 1)(i1)); and
(3) Hopper Soliday & Co., Inc., Lancaster, Pennsylva-
nia. which would engage in:
(a) Providing investment and financial advisory ser-
vices to any person, pursuant ta section 225.28(b)(6)
of Regulation Y (12 C.E.R. 225.28(b)(6));
(b) Providing discount and full-service securities bro-
kerage services. pursuant to section 225.28(b)(7)(i) of
Regulation Y (12 C.FR. 225.28(b)(7)(1));
(c) Buying and selling all types of securities on the
order of customers as a riskless principal, pursuant to
section 225.28(b)(7)(ii) of Regulation Y (12 C.FR.
225.28(b)(7)(ii)):
(d) Acting as agent in the private placement of securi-
ties, pursuant to section 225.28(b)(7)(iii) of Regula-
tion Y (12 C.E.R. 225.28(b)(7)(iii)):
(e) Underwriting and dealing in obligations of the
United States, general obligations of states and their
political subdivisions, and other obligations that state
member banks of the Federal Reserve System may be
authorized to underwrite and deal in under
12 U.S.C. §§ 24 and 335 (**bank-eligible securities™),
pursuant to section 225.28(b)(8)(i) of Regulation Y
(12 C.F.R. 225.28(b)(8)(i)). and
(f) Underwriting and dealing, on a Jimited basis, in all
types of debt and equity securities other than securi-
ties issued by open-end investment companies

1. This entity is a joint venture in which Dauphin holds a
33.33 percent equity interest.

(“bank-ineligible securities™). See Dauphin Deposit

Corporation, 77 Federal Reserve Bulletin 672 (1991).

Applicants also propose to acquire certain inactive non-
banking subsidiaries of Dauphin.

ORDERS ISSUED UNDER BANK MERGER ACT

Banco Popular de Puerto Rico
Hato Rey, Puerto Rico

Order Approving the Merger of Banks and Establishment
of Bank Branches

Banco Popular de Puerto Rico, Hato Rey (“Banco Popu-
lar™), a state member bank, has requested the Board’s
approval under section 18(c) of the Federal Deposit Insur-
ance Act (12 US.C. § 1828(c)) (the “Bank Merger Act”)
to merge with Roig Commercial Bank, Humacao (‘“Roig™),
both in Puerto Rico. Banco Popular also has requested the
Board's approval under section 9 of the Federal Reserve
Act (12 U.S.C. § 321) to establish branches at the current
locations of the main office and branches of Roig.!

Notice of the application, affording interested persons an
opportunity to submit comments, has been given in accor-
dance with the Bank Merger Act and the Board’s Rules of
Procedure (12 C.F.R. 262.3(b)). As required by the Bank
Merger Act, reports on the competitive effects of the
merger were requested from the United States Attorney
General, the Office of the Comptroller of the Currency, and
the Federal Deposit Insurance Corporation. The time for
filing comments has expired, and the Board has considered
the application and all comments received in light of the
factors set forth in the Bank Merger Act and section 9 of
the Federal Reserve Act.

Banco Popular, with total assets of approximately
$14 billion, is the largest commercial banking organization
in Puerto Rico, controlling deposits of approximately
$8.1 billion, representing 33.8 percent of total deposits in
commercial banks in the commonwealth.2 Roig, with total
assets of approximately $888 million, is the tenth largest
commercial banking organization in Puerto Rico, control-
ling deposits of approximately $647 million, representing
2.7 percent of total deposits in commercial banks in the
commonwealth. On consummation of the proposal, Banco
Popular would remain the largest commercial banking
organization in Puerto Rico, controlling deposits of approx-
imately $8.8 billion, representing 36.5 percent ot total
deposits in commercial banks in the commonwealth.

Competitive Considerations

The Bank Merger Act prohibits the Board from approving
an application if the proposal would result in a monopoly
or if the effect of the proposal may be substantially to

1. The locations of the branches that Banco Popular proposes to
establish are listed in the Appendix.
2. Asset and deposit data are as of December 31, 1996.
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lessen competition in any relevant market, unless the Board
finds that the anticompetitive effects of the proposal are
clearly outweighed in the public interest by the probable
effect of the proposal in meeting the convenience and
needs of the community to be served.?

Banco Popular and Roig compete directly in the San
Juan, Puerto Rico, banking market.# Banco Popular is the
largest depository institution in the market, controlling
approximately $6.8 billion of deposits, representing
32.8 percent of total deposits in depository institutions in
the market (““market deposits”).® Roig is the eighth largest
depository institution in the market, controlling approxi-
mately $647 million of deposits, representing 3.1 percent
of market deposits.

On consummation of the proposal, Banco Popular would
remain the largest depository institution in the San Juan
banking market, controlling approximately $7.5 billion of
deposits, representing 35.9 percent of market deposits. The
Board has carefully reviewed the competitive effects of the
proposal in the market in light of all the facts of record,
including the number of competitors that would remain in
the market, the characteristics of the market. and the pro-
jected increase in the concentration of market deposits, as
measured by the Herfindahl-Hirschman Index (“HHI”)
under the Department of Justice Merger Guidelines (“DOJ
Guidelines’). The HHI in the San Juan banking market
would increase by 203 points to 1950.6

3. 12 US.C. § 1828(c)(5)(b).

4. Banco Popular contends that the relevant banking market is the
entire island of Puerto Rico. The Board recently considered the proper
delineation of banking markets in Puerto Rico, including the San Juan
banking market. See Stutement by the Board of Governors of the
Federal Reserve System Regarding the Application of Banco San-
tander, S.A., 82 Federal Reserve Bulletin 833 (1996) (“Statement”).
For the reasons discussed in the Statement. which are incorporated
herein, the Board concludes that the relevant banking market to assess
the competitive effects of the proposal is the San Juan banking market.
The San Juan banking market consists of the San Juan-Caguas-
Arecibo Consolidated Metropolitan Statistical Area and the municipal-
ities of Aibonito, Barranquitas, Ciales, Jayuya, Lares, Maunabo, Oro-
covis, Quebradillas, Utuado, and Vieques.

5. In this context, market deposits include deposits at commercial
banks and savings and loan institutions. Market share data are based
on calculations in which the deposits of thrift institutions are included
at 50 percent. The Board previously has indicated that thrift institu-
tions have become, or have the potential to become. significant
competitors of commercial banks. See Midwest Financial Group,
75 Federal Reserve Bulletin 386 (1989), National City Corporation,
70 Federal Reserve Bulletin 743 (1984). Thus, the Board has regularly
included thrift deposits in the calculation of market share on a
50-percent weighted basis. See, e.g., First Hawaiian, Inc., 77 Federal
Reserve Bulletin 52 (1991).

6. Under the revised DOJ Guidelines, 49 Federal Regisrer 26,823
(June 29, 1984). a market in which the post-merger HHI is more than
1800 is considered highly concentrated. The Department of Justice
has informed the Board that a bank merger or acquisition generally
will not be challenged (in the absence of other factors indicating
anticompetitive effects) unless the post-merger HHI is at least 1800
and the merger increases the HHI by more than 200 points. The
Department of Justice has stated that the higher than normal HHI
thresholds for screening bank mergers for anticompetitive effects
implicitly recognizes the competitive ettect of limited-purpose lenders
and other non-depository financial entities.

Fifteen commercial banks and two thrifts would remain
in the market following consummation of the proposal. In
addition, more than 71 savings and credit union coopera-
tive societies (“‘cooperatives™) compete in the San Juan
banking market, of which 30 have more than $20 million
of deposits.” The Board has previously recognized that
cooperatives are significant competitors of commercial
banks in Puerto Rico.? If cooperatives are factored into the
calculation of the market indexes, the proposal does not
exceed the thresholds in the DOJ Guidelines in the San
Juan banking market.® In addition, the Department of Jus-
tice has reviewed the proposal and advised the Board that
consummation of the proposal would not be likely to have
any significantly adverse competitive effect in the San Juan
banking market or in any other relevant banking markets.
The Puerto Rico banking commissioner and the other fed-
eral banking agencies also have not objected to the pro-
posal.

Based on all the facts of record, and for the reasons
discussed in this order. the Board concludes that consum-
mation of the proposal would not have a significantly
adverse effect on competition or the concentration of bank-
ing resources in any relevant banking market.

Other Factors

The Bank Merger Act also requires the Board to consider
the financial and managerial resources and future prospects
of the existing and proposed institutions and the conve-
nience and needs of the community to be served. The
Board has carefully considered these factors in light of all
the facts of record. The facts of record include supervisory
reports of examination assessing the financial and manage-
rial resources of the organizations and their performance
under the Community Reinvestment Act, and financial and
other information provided by Banco Popular. Based on
these and all other facts of record, the Board concludes that
all the supervisory factors, and all considerations related to
the convenience and needs of the community to be served.
are consistent with approval under the Bank Merger Act.
The Board also concludes that all the factors that must be
considered under the Federal Reserve Act are consistent
with approval.

7. Deposit data for cooperatives are as of December 31, 1996.
Cooperatives with less than $1 million of deposits have not been
included in this analysis.

8. For a detailed discussion of the activities of cooperatives. incor-
porated herein by reference, see BanPonce Corporation, 11 Federal
Reserve Bulletin 43, 45 (1991); Statement at 834-835.

9. Based on the asset composition of cooperatives, the Board
believes that cooperatives are at least as significant as thrift institu-
tions as competitors of commercial banks, and should be weighted at
50 percent in the San Juan banking market. See Starement at 835 n.13.
1f deposits of cooperatives are weighted at 50 percent, the HHI for the
San Juan banking market would increase by 188 points to 1613.
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Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that this application should be, and
hereby is, approved. The Board’s approval of the proposal
is conditioned on compliance by Banco Popular with all
the commitments made in connection with this application.
The commitments and conditions referred to in this order
shall be deemed to be conditions imposed in writing by the
Board in connection with its finding and decision, and, as
such. may be enforced in proceedings under applicable
law.

The proposed merger shall not be consummated before
the fifteenth day after the effective date of this order, or
later than three months after the effective date of this order,
unless such period is extended by the Board or by the
Federal Reserve Bank of New York, acting pursuant to
delegated authority.

By order of the Board of Governors, effective May 27,
1997.

Voting for this action: Chairman Greenspan. Vice Chair Rivlin. and
Governors, Kelley. Phillips. and Meyer.

WILLIAM W. WILES
Secretary of the Board

APPENDIX

Branches to be established by Banco Popular de Puerto
Rico

(1) Road 2, Km. 11.9 (Service Road), Bayamén
(2) Road 1. Km. 32.9, Caguas
(3) Sixty-fifth Infantry Avenue, Km. 10.2, Carolina
(4) 10 Pedro M rquez Street, Culebra
(5) Garrido Morales and Victoria Streets, Fajardo
(6) 55 Antonio Lépez, Humacao
(7) Carreras & Georgetti Streets, Humacao
(8) 55 Font Martelo Avenue, Centro Comercial,
Humacao
(9) Palmanova Condominium, Palmas del Mar,
Humacao
(10) Road 3, Km. 81.6, Vista del Rio Plaza, Humacao
(11) Almodovar & Delfaus Streets, Juncos
(12) 63 ].C. Barbosa Street, Las Piedras
(13) 64 San Patricio, Loiza
(14) Road 3, Km. 36.2, Plaza del Oriente, Luquillo
(15) 1 Santiago Iglesias, Maunabo
(16) 19 Juan R. Garzot, Naguabo
(17) Road 3, Km. 22.2, Plaza del Yunque, Rio Grande
(18) Arzuaga & First Streets, San Juan
(19) 1472 Ashford Avenue. San Juan
(20) 355 De Diego Avenue, Stop 22, San Juan
(21) 1500 E.D. Roosevelt Avenue, San Juan
(22) 269 Ponce de Ledn Avenue, San Juan
(23) 1600 Ponce de Ledn Avenue, Stop 23, San Juan

(24) Tetuan & Cruz Streets, San Juan
(25) 1 Degetau Street, Yabucoa

Westamerica Bank
San Rafael, California

Order Approving the Merger of Banks and Establishment
of Bank Branches

Westamerica Bank, San Rafael, California, a state member
bank, has requested the Board’s approval under section
18(c) of the Federal Deposit Insurance Act (12 U.S.C.
§ 1828(c)) (the “"Bank Merger Act”) to merge with Valli-
Wide Bank, Fresno, California. Westamerica Bank also has
requested the Board’s approval under section 9 of the
Federal Reserve Act (12 US.C.§ 321) to establish
branches at the former branch locations of ValliWide
Bank.!

Notice of this proposal, affording interested persons an
opportunity to submit comments, has been given in accor-
dance with the Bank Merger Act and the Board’s Rules of
Procedure (12 CER. 262.3(b)). As required by the Bank
Merger Act, reports on the competitive effects of the
merger were requested from the United States Attorney
General and the Federal Deposit Insurance Corporation.
The time for filing comments has expired, and the Board
has considered the applications and all the facts of record
in light of the factors set forth in the Bank Merger Act and
section 9 of the Federal Reserve Act.

Westamerica Bank and ValliWide Bank are wholly
owned subsidiaries of Westamerica Bancorporation, San
Rafael, California ("~ Westamerica™), and the proposal rep-
resents a reorganization of two affiliated banks. West-
america, with total assets of $2.5 billion, is the tenth largest
commercial banking organization in California, controlling
deposits of approximately $3.2 billion, representing
1.4 percent of the total deposits in commercial banking
organizations in California.?

Convenience and Needs Factor

The Board has carefully considered the effect of the pro-
posal on the convenience and needs of the community to
be served in light of all the facts of record. In particular, the
Board has considered the performance record of West-
america Bank and ValliWide Bank and the programs for
helping serve the banking needs of the community as
explained in the Board’s order approving the acquisition of
ValliCorp Holding, Inc.. Fresno, California, by West-
america,> and the fact that the transaction under review in

1. The locations are contained in the Appendix.

2. Deposit data are as of June 30, 1996. and incorporate structural
changes through January 1997 and asset data are as of September 30,
1996.

3. See Westamerica Bank. 82 Federal Reserve Bulletin 435 (1997)
(“Westamerica Order” ). The acquisition of ValliCorp Holdings, Inc..
by Westamerica was consummated on April 12, 1997,
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this case represents a reorganization of affiliated institu-
tions.

The Board also has considered that Westamerica Bank
received an “outstanding” rating at the most recent exami-
nation of its CRA performance by the Federal Reserve
Bank of San Francisco (“Reserve Bank™), as of May 13,
1996 (**Westamerica Examination™). ValliWide Bank also
received an “outstanding” rating for CRA performance at
its most recent examination by the Reserve Bank, as of
January 22, 1996 (** ValliWide Examination™).

Westamerica has indicated that it plans to introduce
many of its Community Access Loan (“CAL”) products in
the communities currently served by ValliWide Bank. Sev-
eral of those programs are designed for low-income bor-
rowers and include the CAL Program, which provides
home equity loans, automobile loans, and home improve-
ment loans with lower monthly payment terms. West-
america plans that the merged bank would offer the CAL
PAL Loan program, which provides residential mortgage
loans with flexible underwriting criteria, lower down pay-
ments, and no private mortgage insurance, and the CAL
Business Loan Program, which offers “microenterprise” or
“incubator’® business loans to minorities and women
through local agencies that also provide technical support
to the borrowers. As explained more fully in the West-
america Order, Westamerica has implemented several pro-
grams that help serve the banking needs of the community,
including low- and moderate-income neighborhoods.

After the proposed merger, Westamerica would operate
approximately 85 branches throughout California. As part
of its review of the applications, the Board also has consid-
ered submissions by commenters (“"Commenters’ )* stating
that the proposed closing of certain branches of ValliWide
Bank would reduce access to banking facilities in several
communities and adversely affect the local businesses and
residents that currently rely on these branches.® As noted in
the Westamerica Order, examiners have reviewed West-
america’s branch closing policy, and found the policy to be
effective.

4. Commenters included a Congressman, a California state senator,
a cily manager and mayor, officials from the Board of Supervisors for
two counties, the California Reinvestment Committee (“CRC’"), and
lacal businesses and residents.

5. Commenters raised concerns about certain branches in Caruthers,
Coalinga, Dos Palos, Firebaugh, Hanford, Lamont, Lemoore and
Mendota, all in California. CRC also contends that 1995 data filed
under the Home Mortgage Disclosure Act (12 US.C. § 2801 er seq.)
(“HMDA”) show that Westamerica and ValliWide Bank made few
loans to minorities and that the outreach and marketing efforts of the
organizations were ineffective. The Board previously considered these
contentions in the Westamerica/ValliCorp proposal in light of all the
facts of record relating to both organizations, including their most
recent satisfactory or better ratings for performance under the Commu-
nity Reinvestment Act {12 US.C. § 2901 ef seq.) (CRA). their overall
CRA-related activities such as lending and ascertainment, and their
compliance with fair lending laws. In light of the facts discussed in
detail in the Westamerica Order, the Board concluded that consider-
ations relating to the convenience and needs of the community,
including the CRA performance records of Westamerica Bank and
ValliWide Bank. were consistent with approval for all the reasons,
which are incorporated herein.

The California Superintendent of Banks (*‘Superinten-
dent”) has reviewed the proposed branch closings and has
approved the closure of these branches after reviewing the
potential effect on the public convenience in the areas
served by the branches in light of substantially similar
comments submitted to the Superintendent.

The Board notes that Federal banking law addresses
branch closing by specifically requiring an insured deposi-
tory institution to provide notice to the appropriate regula-
tory agency prior to closing a branch.® The statute, how-
ever, does not authorize the federal regulators to prevent
the closing of any branch. Similarly, the Bank Merger Act
does not make approval of a proposal contingent on an
applicant maintaining open all branch offices of the result-
ing institution. The availability of bank services and offices
after a merger must be reviewed in the context of the effect
of the merger on the convenience and needs of communi-
ties served by the institution and is one of several factors
the Board must consider in assessing the effect of the
acquisition on the convenience and needs of the communi-
ties to be served.

Four of the branches to be closed. which serve the
communities of Caruthers, Coalinga, Hanford and
Lemoore, are located in middle income census tracts, and
each affected community would continue to be served by at
least one insured depository institution in the community.’
The four other branches that are proposed to be closed are
located in moderate-income census tracts in the communi-
ties of Lamont, Dos Palos, Firebaugh, and Mendota. Lam-
ont would continue to be served by a savings association in
that community, and several insured depository institutions
that are a short distance from Lamont. Dos Palos and
Firebaugh would also have an insured depository institu-
tion in each community. The Board also notes that a
California state-chartered bank has provided notice to the
Superintendent of its intention to open a branch in Fire-
baugh.® Although no other depository institution would

6. Section 42 of the Federal Deposit Insurance Act
(12 US.C. § 1831r-1) (section 42°"). as implemented by the Joint
Policy Statement Regarding Branch Closing (58 Federal Register
49,083 (1993)), requires that a bank provide the public with at least 30
days notice and the primary federal supervisor with at least 90 days
notice befare the date of the proposed branch closing. The bank also is
required to provide reasons and other supporting data for the closure,
consistent with the institution’s written policy for branch closing.
Westamerica has provided the Reserve Bank with all the information
required by section 42 for the proposed branch closing identified by
the Commenters and in the California communities of Atwater.
Bakersfield, Livingston, and Visalia.

7. The Hanford community is currently served by two branches of
ValliWide Bank. After the closure of one Hanford bank branch,
Westamerica would continue 1o serve the Hanford community.

8. Commenters assert that the insured depository institution that
would remain in Dos Palos and Firebaugh intends to sell its branch in
each community. If the branches are sold, bank branches could,
therefore, continue to be operated in Dos Palos and Firebaugh. In the
event that the branches are not sold, but instead are closed by the
institution, the closing would be reviewed under section 42 by the
institution’s primary federal supervisor, the Office of the Comptroller
of the Currency. Dos Palos is nine miles from Firebaugh, and the
record indicates that residents in this rural area of California are likely
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remain in Mendota, an on-site inspection conducted by the
Reserve Bank indicates a substantial degree of economic
integration between the communities of Mendota and Fire-
baugh, which are located within eight miles of each other
in a rural area in which residents travel to obtain necessary
services. As noted, Firebaugh is currently served by one
insured depository institution located in the community,
and another insured depository institution has filed with the
Superintendent its intent to establish a branch in that com-
munity.

The Board also has considered confidential financial
information provided by Westamerica regarding the profit-
ability of the branches proposed to be closed. These data
show that these ValliWide Bank branches have been un-
profitable for several years.

The Board has carefully considered the proposed closing
of each of these branches in light of these and all the other
facts of record including concerns that residents will, in
some cases, have to travel a greater distance for banking
services if certain ValliWide Bank branches are closed.
The Board believes that the CRA performance record of
Westamerica Bank and ValliWide Bank, the programs
Westamerica proposes to offer through the merged institu-
tion, the availability of banking services from other insured
depository institutions, the unprofitability of the branches.
other benefits offered by the merger, and the other facts
indicate that, on the whole, the convenience and needs of
the community weigh in favor of approval of this proposal.

Other Factors

The Bank Merger Act provides that the Board may not
approve an application if the effect of the acquisition of
another bank is to substantially lessen competition in any
section of the country unless the Board finds that the
anticompetitive effects of the proposal are clearly out-
weighed in the public interest by the probable effect of the
proposal in meeting the convenience and needs of the
community.” The proposal represents a reorganization of
Westamerica’s existing banking operations. Based on all
the facts of record, consummation of the proposal would
not have any significantly adverse effects on competition or
concentration of banking resources in any relevant banking
market.!?

to drive reasonable distances to obtain services. Accordingly, if the
branches are not sold to another depository institution, the residents of
Dos Palos could still have reasonable access to an insured depository
institution in Firebaugh.

9.12US.C. § 1828(c)(5)(B).

10. One commenter maintains that the proposal would reduce the
number of competitors and thereby substantially lessen competition in
the areas where the branches proposed to be closed are located. In
reviewing the competitive effects of the proposal. the Board notes that
this merger would not cause Westamerica to increase its market share
in any relevant banking market, and represents a reorganization of
Westamerica's existing subsidiaries. In addition, there is no evidence
that the branch closures are the result of agreements or understandings
by market participants to increase their market share. The branches to
be closed, moreover, are unprofitable. and may have been closed
regardless of the proposed merger.

The Bank Merger Act also requires the Board to con-
sider the financial and managerial resources and future
prospects of the existing and proposed institutions. The
Board notes that the proposal represents a corporate reorga-
nization for Westamerica and its subsidiaries, which would
result in a more efficient organization and does not involve
an expenditure of additional resources. Based on all the
facts of record, the Board concludes that all supervisory
factors under the Bank Merger Act are consistent with
approval. The Board also concludes that all factors re-
quired to be considered under the Federal Reserve Act are
consistent with approval."!

Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that these applications should be,!'?
and hereby are, approved.!* The Board’s approval of this
proposal is conditioned on compliance by Westamerica
Bank with the commitments made in connection with this
proposal. For purposes of this action. the commitments and
conditions relied on in reaching this decision are both

I1. Commenters also contend that the closure of certain branches
would increase unemployment in the tocal economy or possibly raise
crime due to the availability of cash in homes and businesses. The
commenters provide no evidence that the proposed branch closing
would have any effect on the crime rate in communities, and, as
indicated above, branches of other insured depository institutions
would remain in many of the relevant communities. The Bank Merger
Act specifically enumerates the factors the Board may consider in
reviewing a proposal under that Act. These factors relate to the effect
of the proposal on competition, the financial and managerial resources
of the institutions involved, certain supervisory factors, and the conve-
nience and needs of the communities served by the institutions in-
volved. The effect of the proposed acquisition on employment is not
among the factors the Board is to consider under the Bank Merger
Act.

12. Commenters have requested that the Board delay action until
other insured depository institutions are identified that can compete
with. or replace, the ValliWide Bank branches that would be closed.
As discussed above, the Board has carefully reviewed the record in
this case; and, based on all the facts of record, including the Comment-
er’s submissions, reports of examination, and Westamerica's re-
sponses, the Board concludes that the record is sufficient to act on this
proposal at this time.

13. Commenters have requested a hearing on the proposal. The
Board is not required under the Bank Merger Act or the Federal
Reserve Act to hold a public hearing or meeting in this case. Under its
rules. the Board may, in its discretion. hold a public hearing or
meeting on an application to clarify factual issues related to the
application and to provide an opportunity for testimony, if appropri-
ate. The Board has carefully considered the request for a hearing. In
the Board’s view, interested parties have had a sufficient opportunity
to present written submissions, and have submitted substantial written
comments that have been considered by the Board. The request fails
to show why a written presentation would not suffice in lieu of a
hearing. identifying specifically any questions of fact that are in
dispute, and summarizing what evidence would be presented at a
hearing. See 12 C.F.R. 262.3(e). On the basis of all the facts of record,
the Board has determined that a public meeting or hearing is not
necessary to clarify the factual record in these applications, or other-
wise warranted in this case. Accordingly, the request for a public
meeting or hearing on these applications is hereby denied.
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conditions imposed in writing by the Board and. as such,
may be enforced in proceedings under applicable law.

The merger of Westamerica Bank and ValliWide Bank
may not be consummated before the fifteenth calendar day
following the effective date of this order, and the proposal
may nol be consummated 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
Francisco, acting pursuant to delegated authority.

By order of the Board of Governors, effective May 27,
1997.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Kelley, Phillips, and Meyer.

WILLIAM W. WILES
Secretary of the Board

APPENDIX

Branch Offices of Valliwide Bank to be established by
Westamerica Bank

1255 Grand Avenue, Arroyo Grande, California 93420

540 Wall Street, Auburn, California 95603

1810 Chester Avenue, Bakersfield, California 93302

101 Main Street, Buttonwillow, California 93026

1835 Shaw Avenue, Clovis, California 93612

1172 E. Shaw Avenue, Fresno, California 93755

790 W. Shaw Avenue, Fresno, California 93755

1315 Van Ness Avenue, Fresno, California 93721

3006 W. Bullard Avenue, Fresno, California 93711

10375 Brunswick Boulevard, Grass Valley, California

95645

400 N. Irwin Street, Hanford, California 93230

36582 Dinero Way, Huron, California 93234

215 S. Madera Road, Kerman, California 93630

27 Big Blue Road, Kernville, California 93283

1400 Draper Street, Kingsburg, California 92631

6100 Lake Isabella Road, LLake Isabella, California 93240

401 W. Yosemite Avenue, Madera, California 93637

1666 ‘N’ Street, Merced, California 95341

310 Morro Bay Boulevard, Morro Bay, California 93442

126 W. F Street, Oakdale, California 95361

1204 Spring Street, Paso Robles, California 93446

2893 Sunrise Boulevard, Rancho Cordova, California
95742

545 Higuera Street. San Luis Obispo, California 93401

1601 Seventh Street, Sanger, California 93657

3700 McCall Avenue, Selma, California 93662

600 James Street, Shafter, California 93263

172 W. Stockton Rd., Sonora. California 95370

14729 Mono Way, Sonora, California 95370

811 Center Street, Taft, California 93283

255 E. King Avenue, Tulare, California 93274

701 W. Main Street, Visalia, California 93291

100 W. Court Street, Woodland, California 95695

ORDERS ISSUED UNDER INTERNATIONAL BANKING ACT

Agricultural Bank of China
Beijing, People’s Republic of China

Order Approving Establishment of a Representative
Office

Agricultural Bank of China (‘“Bank™), Beijing, People’s
Republic of China (“China”), a foreign bank within the
meaning of the International Banking Act (“IBA”), has
applied under section 10(a) of the IBA (12 US.C.
§ 3107(a)) to establish a representative office in New York,
New York. The Foreign Bank Supervision Enhancement
Act of 1991, which amended the IBA, provides that a
foreign bank must obtain the approval of the Board to
establish a representative office in the United States.

Notice of the application, affording interested persons an
opportunity to comment, has been published in a newspa-
per of general circulation in New York (The New York
Times, January 6, 1997). The time for filing comments has
expired, and the Board has considered the application and
all comments received.

Bank is the second largest of the four specialized banks
in China and is wholly owned by the Chinese government.
As of December 31, 1996, Bank had total assets of approx-
imately $177 billion. Bank operates numerous offices and
owns two subsidiaries in China. Outside China, Bank oper-
ates branches in Singapore and Hong Kong and representa-
tive offices in London, England, and Tokyo, Japan.

Until recently, one of Bank’s primary activities was
receiving funds from China’s federal, regional, and local
authorities and other sources and lending such funds to
support the development of agricultural and rural industrial
production and expand the circulation of commodities. In
connection with ongoing efforts to modernize the financial
system. however, Bank now engages in more traditional
commercial banking activities.

The activities of Bank’s proposed representative office
would include marketing, research, and liaison activities.
In addition, the representative office would engage in cer-
tain loan solicitation and servicing activities. All decisions
regarding loans would be made by Bank’s head office and
the representative office would not receive or handle any
funds in connection with its loan servicing activities.

In acting on an application to establish a representative
office, the IBA and Regulation K provide that the Board
shall take into account whether the foreign bank engages
directly in the business of banking outside of the United
States and has furnished to the Board the information it
needs to assess the application adequately. The Board also
shall take into account whether the foreign bank and any
foreign bank parent is subject to comprehensive supervi-
sion or regulation on a consolidated basis by its home
country supervisor (12 US.C.§ 3107(a)2); 12 C.ER.
211.24(d)). The Board may also take into account addi-
tional standards as set forth in the IBA (12 US.C.
§ 3105(d)(3)-(4)) and Regulation K (12 C.ER. 211.24(c)).
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The Board previously has stated that the standards that
apply to the establishment of a branch or agency need not
in every case apply to the establishment of a representative
office, because representative offices do not engage in a
banking business and cannot take deposits or make loans.!
In evaluating an application to establish a representative
office under the IBA and Regulation K, the Board will take
into account the standards that apply to the establishment
of branches and agencies, subject generally to the follow-
ing considerations. With respect to supervision by home
country authorities, a foreign bank that proposes to estab-
lish a representative office should be subject to a significant
degree of supervision by its home country supervisor.2 A
foreign bank’s financial and managerial resources will be
reviewed to determine whether its financial condition and
performance demonstrate that it is capable of complying
with applicable laws and has an operating record that
would be consistent with the establishment of a representa-
tive office in the United States. Finally, all foreign banks,
whether operating through branches, agencies or represen-
tative offices, will be required to provide adequate assur-
ances of access to information on the operations of the
bank and its affiliates necessary to determine compliance
with U.S. laws.

The Board has considered the following information
with respect to home country supervision of Bank. The
People’s Bank of China (the “PBOC™) is the licensing,
regulatory, and supervisory authority for banks and all
other financial institutions in China and, as such, is the
home country supervisor of Bank. The PBOC, which has
authorized Bank to establish the proposed representative
office, supervises the foreign and domestic activities of
Bank and its subsidiaries. The Board previously has deter-
mined, in connection with an application involving another
bank from China, the Industrial and Commercial Bank of
China (“*ICBC™), that ICBC was subject to a significant
degree of supervision by the PBOC.* The Board has deter-
mined that Bank is supervised by the PBOC on substan-
tially the same terms and conditions as ICBC. Based on all
the facts of record, the Board concludes that factors relat-
ing to the supervision of Bank by its home country supervi-
sor are consistent with approval of the proposed representa-
tive office.

The Board also has determined that, for purposes of the
IBA and Regulation K. Bank engages directly in the busi-
ness of banking outside of the United States through its
operations in China. Bank has provided the Board with the
information necessary to assess the application through
submissions that address relevant issues.

The Board also has taken into account the additional
standards set forth in section 7 of the IBA and Regula-

{. See Federal Register 6348, 6351 (1993).

2. See Citizens National Bank, 19 Federal Reserve Bulletin 805
(1993).

3. See Industrial and Commercial Bank of China, 83 Federal
Reserve Bulletin 212 (1997).

tion K (see 12US.C.§ 3105(d)3)-(4); 12C.FR.
211.24(c)2)). As noted above, the PBOC has authorized
Bank to establish the proposed representative office.

Taking into consideration Bank's record of operations in
its home country, its overall financial resources, and its
standing with its home country supervisors, the Board also
has determined that financial and managerial factors are
consistent with approval of the proposed representative
office.* Bank appears to have the experience and capacity
to support the proposed representative office and also has
established controls and procedures for the proposed repre-
sentative office to ensure compliance with U.S. law.

Finally, with respect to access to information on Bank’s
operations, the Board has reviewed the relevant provisions
of law in China and has communicated with appropriate
government authorities regarding access to information.
Bank has committed to make available to the Board such
information on the operations of Bank and any of its
affiliates that the Board deems necessary to determine and
enforce compliance with the IBA, the Bank Holding Com-
pany Act of 1956, as amended, and other applicable federal
law. To the extent that the provision of such information to
the Board may be prohibited or impeded by law, Bank has
committed to cooperate with the Board to obtain any
necessary consents or waivers that might be required from
third parties in connection with disclosure of such informa-
tion. In addition, subject to certain conditions, the PBOC
may share information on Bank’s operations with other
supervisors. including the Board. In light of the commit-
ments provided by Bank and other facts of record, and
subject to the condition described below, the Board con-
cludes that Bank has provided adequate assurances of
access to any necessary information the Board may re-
quest.

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 to establish a representative office
should be, and hereby is, approved. Should any restrictions
on access to information on the operations or activities of
Bank or any of its affiliates subsequently interfere with the
Board’s ability to determine the compliance by Bank or its
affiliates with applicable federal statutes, the Board may
require termination of any of Bank’s direct or indirect
activities in the United States. Approval of the application
is also specifically conditioned on compliance by Bank

4. One comment was received from Delta Tanning Corporation.
North Bergen, New Jersey. The Board has reviewed the information
submitted, which involves a commercial dispute with Bank, and
determined that the information does not warrant denial of the applica-
tion.
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with the commitments made in connection with the appli-
cation and with the conditions in this order.> The commit-
ments and conditions referred to above are conditions
imposed in writing by the Board in connection with its

5. The Board’s authority to approve the establishment of the pro-
posed representative office parallels the continuing authority of the
State of New York to license offices of a foreign bank. The Board’s
approval of this application does not supplant the authority of the
State of New York and its agent, the New York State Banking

decision, and may be enforced in proceedings under
12 U.S.C. § 1818 against Bank and its affiliates.

By order of the Board of Governors, effective May 14,
1997.

Voting for this action: Vice Chair Rivlin and Governors Kelley,
Meyer, and Phillips. Absent and not voting: Chairman Greenspan.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Department (the ““Department™), to license the proposed representa-
tive office of Bank in accordance with any terms or conditions that the
Department may impose.

INDEX OF ORDERS ISSUED OR ACTIONS TAKEN BY THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

(JANUARY 1, 1997-MARCH 31, 1997)

Bulletin
Volume
Applicant Merged or Acquired Bank or Activity Date of Approval and Page
AMCORE Financial, Inc., First National Bancorp. Inc., March 17, 1997 83, 429
Rockford, Illinois Monroe, Wisconsin
First National Bank & Trust,
Monroe, Wisconsin
Banc One Corporation, Banc One Capital Corporation, March 24, 1997 83, 439
Columbus. Ohio Columbus, Ohio
The Bank, of New York Company, Inc., BNY Capital Markets, Inc., February 12, 1997 83, 323
New York, New York New York, New York
Bank of Taiwan, First Commercial Bank, February 24, 1997 83, 314
Taipei, Taiwan Taipei, Taiwan
FCB Taiwan California Bank,
Alhambra, California
Canadian Imperial Bank, of Commerce, CIBC Investment Corporation, February 18, 1997 83, 324
Toronto, Ontario, Canada New York, New York
First Alamogordo Bancorp of Nevada, First Alamogordo Bancorp, Inc., March 24, 1997 83,432
Inc., Alamogordo, New Mexico
Alamogordo. New Mexico First National Bank of Alamogordo,
Alamogordo,
Alamogordo, New Mexico
First National Bank of Ruidoso,
Ruidoso, New Mexico
First Commercial Bank, FCB Taiwan California Bank, February 24, 1997 83, 315
Taipei, Taiwan Alhambra, California
HSBC Holdings PLC, CTUS, Inc., February 3, 1997 83, 326
London, United Kingdom Wilmington, Delaware
HSBC Holdings BV, First Federal Savings and Loan
Amsterdam, The Netherlands Association of Rochester.
HSBC Americas, Inc.. Rochester, New York
Buffalo, New York
Industrial and Commercial Bank of To establish a representative office in January 27, 1997 83,212
China, New York, New York
Beijing, People’s Republic of China
Land Bank of Taiwan, To establish a state-licensed branch in February 24, 1997 83, 336

Taipei. Taiwan

Los Angeles, California
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Continued—Index of Orders Issued

Bulletin
Volume
Applicant Merged or Acquired Bank or Activity Date of Approval and Page
Marine Midland Bank, First Federal Savings and Loan February 3, 1997 83, 326
Buffalo, New York Association of Rochester,
Rochester. New York
Norwest Corporation, Central Bancorporation, Inc., January 13, 1997 83, 209
Minneapolis, Minnesota Fort Worth, Texas
Central Bank and Trust Company,
Fort Worth, Texas
Pontotoc BancShares Corp.. First National Bank, of Pontotoc, March 3, 1997 83, 434
Pontotoc, Mississippi Pontotoc. Mississippi
Royal Bank of Canada. To establish a representative office in March 31, 1997 83, 442
Montreal, Quebec, Canada Houston, Texas
Stichting Prioriteit ABN AMRO Holding, Citicorp Futures Corporation, March 19, 1997 83, 441
Amsterdam, The Netherlands New York, New York
Stichting Administratiekantoor ABN CitiFutures Limited,
AMRO Holding, London, England
Amsterdam, The Netherlands Citicorp Futures Limited,
ABN AMRO Holding N.V., Singapore, China
Amsterdam. The Netherlands
ABN AMRO Bank N.V.,
Amsterdam, The Netherlands
Susquehanna Bancshares, Inc., Atcorp, Inc., February 3, 1997 83, 317
Lititz, Pennsylvania Marlton, New Jersey
Equity National Bank,
Atco, New Jersey
Farmers Banc Corp.,
Mullica Hill, New Jersey
Farmers National Bank,
Mullica Hill, New Jersey
Swiss Bank Corporation, To establish a state-licensed branch in January 21, 1997 83,214
Basle, Switzerland Stamford, Connecticut
The Toronto-Dominion Bank, Marketware International, Inc., February 18, 1997 83, 335
Toronto, Ontario, Canada Holmdel, New Jersey
Waterhouse Investor Services, Inc..
New York, New York
Union Planters Corporation, First National Bank. February 24, 1997 83, 320
Memphis, Tennessee Pontotoc, Mississippi
Westamerica Bancorporation, Vallicorp Holdings, Inc., March 19, 1997 83, 435

San Rafael, California

Fresno, California
Valliwide Bank,
Fresno, California
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APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT
By the Secretary of the Board

Recent applications have been approved by the Secretary of the Board as listed below. Copies are available upon request to
the Freedom of Information Office, Office of the Secretary, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551.

Section 3
Applicant(s) Bank(s) Effective Date
Bancorp Hawaii, Inc.. CU Bancorp. May 13, 1997
Honolulu, Hawaii Encino, California
California United Bank,
Encino. California
Citizens Banking Corporation. CB Financial Corporation, May 16, 1997
Flint, Michigan Jackson, Michigan
City Bank and Trust Company,
Jackson, Michigan
City Bank,
St Johns. Michigan
CB-North,
Charlevoix, Michigan
Compass Bancshares, Inc., Central Texas Bancorp, Inc., May 21, 1997
Birmingham, Alabama Waco, Texas
Compass Banks of Texas, Inc.. Texas National Bank of Waco,
Birmingham, Alabama Waco. Texas
Compass Bancorporation of Texas, Inc.,
Wilmington, Delaware
Eggemeyer Advisory Corp., California Commercial Bankshares, May 16, 1997
San Diego, California Newport Beach, California
Castle Creek Capital, L.L.C., National Bank of Southern California,
San Diego, California Newport Beach, California
Castle Creek Partners Fund - I, L.P,
San Diego, California
Monarch Bancorp.
Laguna Nigel, California
First Security Corporation, American Bancorp of Nevada, Inc., May 30. 1997
Salt Lake City, Utah Las Vegas, Nevada
Whipple Family Limited Partnership, Horizon Bancorp. Inc., May 30. 1997
Arkadelphia, Arkansas Arkadelphia, Arkansas

By Federal Reserve Banks

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

Section 3

Applicant(s) Bank(s) Reserve Bank Effective Date

Adams Bancshares, Inc., Employee Adams Bancshares, Inc., Minneapolis April 29, 1997
Stock Ownership Plan with Adams, Minnesota

401(¢k) Provision,
Adams, Minnesota
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Applicant(s)

Bank(s)

Reserve Bank

Effective Date

BanPonce Corporation,
Hato Rey, Puerto Rico
Popular International Bank, Inc.,
Hato Rey, Puerto Rico
BanPonce Financial Corp.,
Wilmington, Delaware
BanPonce Corporation,
Hato Rey, Puerto Rico
Popular International Bank, Inc.,
Hato Rey, Puerto Rico
BanPonce Financial Corp.,
Wilmington, Delaware
BNB Bancorp, Inc.,
Brookville, Ohio
BonState Bancshares, Inc..
Bonham, Texas

Bonham Financial Services, Inc.,
Dover, Delaware

Castle Creek Capital Partners
Fund-1, L.P,
San Diego, California

Central Bancompany, Inc.,
Jefferson City, Missouri

CH and JD Byrum, L.L.C,,
Indianapolis, Indiana

Citizens Bancorp,
Corvallis, Oregon

The Colonial BancGroup, Inc.,
Montgomery, Alabama

Commercial Bancshares, Inc.,
West Liberty, Kentucky
Commercial Bancshares Savings and
Employee Stock Ownership Plan,
West Liberty, Kentucky
Concordia Capital Corporation,
Vidalia, Louisiana
Conrad Company,
Minneapolis, Minnesota
Country Bancorporation,
Crawfordsville, lowa

CBC Bancorp, Ltd.,
Chicago, Illinois

National Bancorp, Inc.,
Streamwood, Illinois

AmericanMidwest Bank and Trust,
Melrose Park, Illinois

Brookville National Bank,
Brookville, Ohio
Bonham Financial Services, Inc.,
Dover, Delaware
Bonham State Bank,
Bohnam, Texas
Bonham State Bank,
Bonham, Texas
Castle Creek Capital. L.L.C.,
San Diego, California
Eggemeyer Advisory Corporation,
San Diego, California
Rancho Santa Fe National Bank,
Rancho Santa Fe, California
Warrensburg Bancshares, Inc.,
Warrensburg, Missouri
Bank of Warrensburg,
Warrensburg, Missouri
American State Corporation,
Lawrenceburg, Indiana
American State Bank,
Lawrenceburg, Indiana
Citizens Bank,
Corvallis, Oregon
Great Southern Bancorp,
West Palm Beach, Florida
First Commercial Banks of Florida,
Inc.,
Winter Haven, Florida
Commercial Bank,
West Liberty, Kentucky
Commercial Bancshares, Inc.,
West Liberty, Kentucky

Concordia Bank & Trust Company,
Vidalia, Louisiana

National Mercantile Bank,
Los Angeles, California

Hiawatha Bank and Trust Company,
Hiawatha, Iowa

New York

New York

Clevelnd

Dallas

Dallas

San Francisco

St. Louis

Chicago

San Francisco

Atlanta

Clevelnd

Clevelnd

Dallas
Minneapolis

Chicago

April 25, 1997

April 25, 1997

May 15, 1997

May 1, 1997

May 1, 1997

May 5, 1997

May 13, 1997

April 23, 1997

May 16, 1997

May 21, 1997

April 15, 1997

April 15, 1997

May 14, 1997
May 16, 1997

May 15, 1997



Legal Developments

623

Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Covenant Bancorp, Inc.,
Haddonfield, New Jersey

Cumberland Bancorp, Inc.,
Carthage, Tennessee

Eden Financial Corporation,
San Angelo. Texas

First Coastal Bancshares.
El Segundo, California

First Commercial Corporation,
Little Rock, Arkansas

First National Security Company,
DeQueen, Arkansas

First Robinson Financial
Corporation,
Robinson, Illinois

First Security Corporation Employee
Stock Ownership Plan,
Norcross, Georgia

Florida Bancshares, Inc.,
Dade City, Florida

F & M Bancorporation, Inc.,
Kaukauna, Wisconsin

F & M Merger Corporation,
Kaukauna, Wisconsin

F & M Bancorporation, Inc.,
Kaukauna, Wisconsin

F & M Merger Corporation,
Kaukauna, Wisconsin

GBC Bancorp, Inc.,
Lawrenceville, Georgia

Hawkins Financial Corporation,
Hawkins, Texas

Hawkins Delaware Financial
Corporation,

Wilmington, Delaware

Kremlin Bancshares, Inc.,
Kremlin, Oklahoma

Medina Bankshares, Inc.,
D’Hanis, Texas

Medina Financial, Inc.,
Carson City, Nevada

Northeast Kansas Bancshares, Inc.,
Valley Falls, Kansas

Covenant Bank,
Haddonfield, New Jersey

Bank of Mason.
Mason, Tennessee

The First State Bank of Rankin,
Rankin, Texas

First Coastal Bank, N.A.,
El Segundo, California

First Central Corporation,
Searcy, Arkansas

First National Bank,
Searcy. Arkansas

First National Bancshares of Hempstead
County, Inc.,
Hope, Arkansas

First Robinson Savings and Loan, FA.,
Robinson, Illinois

First Robinson Savings Bank, National
Association,
Robinson. Illinois

First Security Corporation,
Norcross, Georgia

First National Bank of Pasco,
Dade City, Florida

Citizen’s National Bancorporation, Inc.,
Darlington, Wisconsin

Citizen’s National Bank of Darlington,
Darlington, Wisconsin

Wisconsin Ban Corp,
Prairic Du Chien, Wisconsin

Prairie City Bank,
Prairie Du Chien, Wisconsin

Gwinnett Banking Company,
Lawrenceville, Georgia

The First State Bank of Hawkins,
Hawkins, Texas

Bank of Kremlin,
Kremlin, Oklahoma

Medina Financial, Inc.,
Carson City, Nevada

D’Hanis State Bank,
D’Hanis, Texas

D’Hanis State Bank,
D’Hanis, Texas

Valley Falls Insurance, Inc.,
Valley Falls, Kansas

Philadelphia

Atlanta

Dallas

San Francisco

St. Louis

St. Louis

St. Louis

Atlanta

Atlanta

Chicago

Chicago

Atlanta

Dallas

Kansas City

Dallas

Dallas

Kansas City

May 2, 1997

April 29, 1997

April 25, 1997

May 5, 1997

May 14, 1997

May 9, 1997

May 22, 1997

May (6, 1997

May 2, 1997

May 15, 1997

May 15, 1997

May 2, 1997

May 21, 1997

May 6, 1997

May 22, 1997

May 22, 1997

May 16, 1997
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Norwest Corporation,
Minneapolis, Minnesota

Parkway Bancorp, Inc.,
Harwood Heights, 1llinois

Penns Woods Bancorp. Inc.,
Williamsport, Pennsylvania

Pierce County Bancorp,
Tacoma, Washington

Pinnacle Bancorp, Inc..
Central City, Nebraska

Pinnacle Bancshares, Inc.,
Thomson, Georgia

Poteau Bancshares, Inc.,
Poteau, Oklahoma

Regions Financial Corporation,
Birmingham, Alabama

Regions Financial Corporation,
Birmingham, Alabama

Regions Financial Corporation,
Birmingham, Alabama

Regions Financial Corporation,
Birmingham, Alabama

Sankovitz Family Limited
Partnership,
Waseca, Minnesota

Southeast Bancorp, Inc.,
Corbin, Kentucky
The Union Illinois 1995 Investment
Limited Partnership,
Swansea, Illinois
West Point Bancorp, Inc.,
West Point, Nebraska

The First National Bankshares, Inc.,
Tucumcari, New Mexico

The First National Bank of Tucumcari,

Tucumcari, New Mexico

Jefferson Holding Corp.,
Chicago, Illinois

Jefterson State Bank,
Chicago, Illinois

Columbia Financial Corporation,
Bloomsburg, Pennsylvania

Pierce Commercial Bank,
Tacoma, Washington

First Ogallala Investment. Inc.,
Ogallala, Nebraska

McDuffie Bank & Trust,
Thomson, Georgia

First Poteau Corporation,
Poteau, Oklahoma

Poteau State Bank,
Poteau, Oklahoma

First Bankshares, Inc.,
East Point, Georgia

First Bank of Georgia,
East Point, Georgia

The New Iberia Bancorp, Inc.,
New Iberia, Louisiana

The New Iberia Bank,
New Iberia, Louisiana

First Mercantile National Bank,
Longwood, Florida

SB&T Corporation,
Smyrna, Georgia

Smyrna Bank & Trust Company,
Smyrna, Georgia

Frankson Investment Corporation,
Waseca, Minnesota

Bank of Ellendale.
Ellendale, Minnesota

First Bank of East Tennessee, NA,
La Follette, Tennessee

Union Illinois Company,
Swansea, Illinois

Dakota Bancshares, Inc.,
West Point, Nebraska

Minneapolis

Chicago

Philadelphia

San Francisco

Kansas City

Atlanta

Kansas City

Atlanta

Atlanta

Atlanta

Atlanta

Minneapolis

Clevelnd

St. Louis

Kansas City

May 21, 1997

April 23, 1997

May 2, 1997

April 24, 1997

May 5, 1997

May 8, 1997

May 21, 1997

May 8, 1997

May 14, 1997

April 30, 1997

May 8, 1997

May 8§, 1997

May 7, 1977

May 13, 1997

May 5, 1997
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Section 4

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

Carolina First Corporation.
Greenville, South Carolina

Community Trust Financial Services

Corporation,

Hiram, Georgia
Deutsche Bank AG,

Frankfurt, Germany

First Citizens Bancorp,
Cleveland, Tennessee

Firstrust Corporation,
New Orleans, Louisiana
Fishback Financial Corporation,
Brookings, South Dakota
Mellon Bank Corporation,
Pittsburgh, Pennsylvania
ChaseMellon, L.L.C,,
Ridgefield Park, New Jersey
Norwest Corporation,
Minneapolis, Minnesota
Norwest Corporation,
Minneapolis, Minnesota
Norwest Corporation,
Minneapolis, Minnesota
Southern National Corporation,
Winston-Salem, North Carolina

United Community Banks,
Blairsville, Georgia

Vermont Financial Services Corp.,

Brattleboro, Vermont

Sections 3 and 4

Net.B@nk, Inc.,
Roswell, Georgia

Atlanta Internet Bank,
Marietta, Georgia

Cash Transactions, L.L.C.,
Hiram, Georgia

Ganis Credit Corporation,
Newport Beach, California

Deutsche Financial Services
Corporation,
St. Louis. Missouri

The Home Bank, FS.B.,
Ducktown, Tennessee

The Home Bank,
Ducktown, Tennessee

Automated Technology Machines, Inc.,

New Orleans, Louisiana

To engage de novo in lending activities

Boatmen's Trust Company.
St. Louis, Missouri

Ohio Executive Mortgage Company.,
Mansfield, Ohio
Trinity Mortgage Affiliates,
Atlanta, Georgia
Trinity Mortgage Company,
Cedar Rapids, lowa
Phiilips Factors Corporation,
High Point, North Carolina
Phillips Financial Corporation,
High Point, North Carolina
United Family Finance,
Blue Ridge, Georgia
Eastern Bancorp, Inc.,
Dover, New Hampshire
Vermont Federal Bank, FSB,
Williston, Vermont

Richmond

Atlanta

New York

Atlanta

Atlanta
Minneapolis

Cleveland

Minneapolis
Minneapolis
Minneapolis

Richmond

Atlanta

Boston

April 30, 1997

May 16, 1997

May 16, 1997

May 2, 1997

May 21, 1997
May 21, 1997

April 24, 1997

May 13, 1997
May 13, 1997
May 14, 1997

May 7, 1997

May 2, 1997

April 30, 1997

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

First Bank System, Inc.,
Minneapolis, Minnesota

First Virginia Banks, Inc.,
Falls Church, Cirginia

First Bank of South Dakota,
Sioux Falls, South Dakota

First Interim Bank of Casper, fsb,
Casper, Wyoming

First Interim Bank of Cheyenne, fsb,

Cheyenne, Wyoming
Premier Bankshares Corporation,
Bluefield, Virginia

Minneapolis

Richmond

May 9. 1997

May 8, 1997
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Sections 3 and 4—Continued

Applicant(s) Nonbanking Activity/Company Reserve Bank Effective Date
Premier Bancshares, Inc., Central and Southern Holding Atlanta May 21, 1997
Atlanta, Georgia Company,

Milledgeville, Georgia

Central and Southern Bank of Georgia,
Milledgeville, Georgia

Central and Southern Bank of North

Georgia,
Greensboro, Georgia
Seacoast Banking Corporation of Port St. Lucie National Bank Holding Atlanta May 14, 1997
Florida, Corporation.
Stuart, Florida Port St. Lucie, Florida

Port St. Lucie National Bank,
Port St. Lucie, Florida

Spirit Mortgage Corporation,
Port St. Lucie, Florida

Tehama Bancorp, Tehama Bank, San Francisco May 15, 1997
Red Bluff, California Red Bluff, California

Bancorp Financial Services, Inc.,

Sacramento, California

APPLICATIONS APPROVED UNDER BANK MERGER ACT
By the Secretary of the Board

Recent applications have been approved by the Secretary of the Board as listed below. Copies are available upon request to
the Freedom of Information Office, Office of the Secretary, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551.

Applicant(s) Bank(s) Effective Date
Citizens Bank, City Bank and Trust Company, May 16, 1997
Flint, Michigan Jackson, Michigan
City Bank,
St. Johns, Michigan
CB-North,
Charlevoix, Michigan
First Security Bank of Nevada, American Bank of Commerce, May 30, 1997

Las Vegas, Nevada Las Vegas, Nevada
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By Federal Reserve Banks

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

the Reserve Banks.

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Bank of White Sulphur Springs,
White Sulphur Springs, West
Virginia

Colonial Bank,

Montgomery, Alabama

Colonial Bank,
Montgomery, Alabama

Consolidated Bank and Trust
Company,
Richmond, Virginia
Dacotah Bank,
Aberdeen, South Dakota

First Interstate Bank of Commerce,

Billings, Montana

First Virginia Bank-Southwest,
Roanoke, Virginia

The George Mason Bank,
Fairfax. Virginia

Huron Community Bank,
East Tawas, Michigan
Johnstown Bank and Trust

Company,

Johnstown, Pennsylvania
M&I Bank of Janesville,

Janesville, Wisconsin

M&I Madison Bank,
Madison, Wisconsin

Minden Bank & Trust Company,
Minden, Louisiana

Bank of Marlinton,
Marlinton. West Virginia

Colonial Bank,
Ardmore, Tennessee

Colonial Bank,
Lawrenceville, Georgia

Colonial Bank,
Orlando, Florida

Great Southern Bank,
West Palm Beach, Florida

First Commerce Bank of Polk County,
Winter Haven, Florida

First Union National Bank of Virginia,
Roanoke, Virginia

Dacotah Bank,
Clark, South Dakota
Dacotah Bank,
Faulkton, South Dakota
Dacotah Bank,
Lemmon, South Dakota
Dacotah Bank,
Mobridge, South Dakota
Dacotah Bank,
Webster, South Dakota
First Interstate Bank of Montana, N.A.,
Kalispell, Montana
Mountain Bank,
Whitefish, Montana
First Virginia Bank - Highlands,
Covington, Virginia
George Mason Bank,
National Association,
Bethesda, Maryland
Citizens Bank,
Flint, Michigan
National City Bank of Pennsylvania,
Pittsburgh, Pennsylvania

M&I Bank of Beloit,
Beloit, Wisconsin

M&I Bank of Delavan,
Delavan, Wisconsin

M&I Bank Southwest,
Spring Green, Wisconsin

First Federal Savings Bank,
Shreveport, Louisiana

Richmond

Atlanta

Atlanta

Richmond

Minneapolis

Minneapolis

Richmond

Richmond

Chicago

Philadelphia

Chicago

Chicago

Dallas

April 28, 1997

May 14, 1997

May 21, 1997

May 22, 1997

May 5. 1997

May 14, 1997

May 5, 1997

May 7, 1997

May 16, 1997

May 9, 1997

May 2, 1997

April 28, 1997

April 29, 1997
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Federal Reserve Banks—Continued

Applicant(s) Bank(s)

Reserve Bank Effective Date

Old Kent Bank,
Grand Rapids, Michigan

The Algonac Savings Bank,
Algonac, Michigan

Chicago April 24, 1997

The Commercial and Savings Bank of

St. Clair County,

St. Clair, Michigan
Boone Bank & Trust Company.

Security Savings Bank.

Gowrie, lowa Boone, lowa

PENDING CASES INVOLVING THE BOARD OF
GOVERNORS

This list of pending cases does not include suits against the
Federal Reserve Banks in which the Board of Governors is not
named a party.

Vickery v. Board of Governors, No. 97-1344 (D.C. Cir., filed
May 9, 1997). Petition for review of a Board order dated
April 14, 1997, prohibiting Charles R. Vickery, Jr., from
further participation in the banking industry.

Wilkins v. Board of Governors, No. 3:97CV331 (E.D. Va.,
filed May 2, 1997). Customer dispute with bank.

Pharaon v. Board of Governors, No. 97-1114 (D.C. Cir., filed
February 28, 1997). Petition for review of a Board order
dated January 31, 1997, imposing civil money penalties and
an order of prohibition for violations of the Bank Holding
Company Act.

Research Triangle Institute v. Board of Governors, No. 97—
1282 (4th Cir,, filed February 24. 1997). Appeal of district
court’s dismissal of contract claim.

Jones v. Board of Governors, No. CV97-0198 (W.D. Louisi-
ana, filed January 30, 1997). Complaint alleging violations
of the Fair Housing Act.

The New Mexico Alliance v. Board of Governors, No. 96~
9552 (10th Cir., filed December 24, 1996). Petition for
review of a Board order dated December 16, 1996, approv-
ing the acquisition by NationsBank Corporation and NB
Holdings Corporation, both of Charlotte, North Carolina, of
Boatmen’s Bancshares, Inc., St. Louis, Missouri. Also on
December 24, 1996, petitioners moved for an emergency
stay of the Board’s order. The motion for a stay was denied
by the 10th Circuit on January 3, 1997; on January 6, 1997,
petitioners’ application for emergency stay was denied by
the Supreme Court.

Artis v. Greenspan, No. 1:96CV02619 (D.D.C., filed Novem-
ber 19, 1996). Employment discrimination action. On
May 30, 1997. the court granted the Board’s motion to
dismiss the action.

Snyder v. Board of Governors, No. 96-1403 (D.C. Cir., filed
October 23, 1996). Petition for review of Board order dated

Chicago May 14, 1997

September 11, 1996, prohibiting John K. Snyder and
Donald E. Hedrick from further participation in the banking
industry. On May 8, 1997, the court of appeals granted the
Board’s motion to dismiss the petition. Petitioners filed a
petition for rehearing or rehearing en banc on May 15,
1997.

American Bankers Insurance Group, Inc. v. Board of Gover-
nors, No. 96-CV-2383-EGS (D.D.C,, filed October 16,
1996). Action seeking declaratory and injunctive relief in-
validating a new regulation issued by the Board under the
Truth in Lending Act relating to treatment of fees for debt
cancellation agreements. On October 18, 1996, the district
court denied plaintiffs’ motion for a temporary restraining
order. On January 17, 1997, the parties filed cross-motions
for summary judgment.

Clifford v. Board of Governors, No. 96-1342 (D.C. Cir., filed
September 17, 1996). Petition for review of Board order
dated August 21, 1996, denying petitioners’ motion to
dismiss an enforcement action against them. On May 6,
1997, the court of appeals granted the Board's motion to
dismiss the petition.

Artis v. Greenspan, No. 96-CV-02105 (D. D.C,, filed Septem-
ber 11, 1996). Class complaint alleging race discrimination
in employment. On December 20, 1996, the Board moved
to dismiss the action.

Leuthe v. Board of Governors, No. 96-5725 (E.D. Pa., filed
August 16, 1996). Action against the Board and other
Federal banking agencies challenging the constitutionality
of the Office of Financial Institution Adjudication. On Janu-
ary 24, 1997, the agencies filed a motion to dismiss the
action.

Long v. Board of Governors, No. 96-9526 (10th Cir., filed
July 31, 1996). Petition for review of Board order dated
July 2, 1996, assessing a civil money penalty and cease and
desist order for violations of the Bank Holding Company
Act. Oral argument was heard on May 12, 1997.

Interamericas Investments, Ltd. v. Board of Governors, No.
9660326 (5th Cir., filed May 8, 1996). Petition for review
of order imposing civil money penalties and cease and
desist order in enforcement case. On August 20, 1996,
petitioners’ motion for a stay of the Board’s orders pending
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judicial review was denied by the Court of Appeals. On
April 16, 1997, the court denied the petition for review.

Inner City Press/Community on the Move v. Board of Gover-
nors, No. 96-4008 (2nd Cir., filed January 19, 1996). 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 of New York, New York, and by Chemical
Bank to merge with The Chase Manhattan Bank, N.A., both
of New York, New York. Petitioners’ motion for an emer-
gency stay of the transaction was denied following oral
argument on March 26, 1996. The Board’s brief on the
merits was filed July 8, 1996. The case was consolidated for
oral argument and decision with Lee v. Board of Governors,
No. 95-4134 (2d Cir.); oral argument was held on Janu-
ary 13, 1997.

Lee v. Board of Governors, No. 954134 (2nd Cir., filed
August 22, 1995). Petition for review of Board orders dated
July 24, 1995, approving certain steps of a corporate reorga-
nization of U.S. Trust Corporation, New York, New York,
and the acquisition of U.S. Trust by Chase Manhattan
Corporation, New York, New York. On September 12,
1995, the court denied petitioners’ motion for an emergency
stay of the Board’s orders. The Board’s brief was filed on
April 16, 1996. Oral argument, consolidated with Inner City
Press/Community on the Move v. Board of Governors, took
place on January 13, 1997.

Beckman v. Greenspan, No. 95-35473 (9th Cir., filed May 4,
1995). Appeal of dismissal of action against Board and
others seeking damages for alleged violations of constitu-
tional and common law rights. The court of appeals af-
firmed the dismissal on April 12, 1996, and denied the
appellant’s request for rehearing on July 15, 1996.

In re Subpoena Duces Tecum, Misc. No. 95-06 (D.D.C., filed
January 6, 1995). Action to enforce subpoena seeking pre-
decisional supervisory documents sought in connection with
an action by Bank of New England Corporation’s trustee in
bankruptcy against the Federal Deposit Insurance Corpora-
tion. The Board filed its opposition on January 20, 1995.
Oral argument on the motion was held July 14, 1995.

Board of Governors v. Pharaon, No. 91-CIV-6250 (S.D. New
York, filed September 17, 1991). Action to freeze assets of
individual pending administrative adjudication of civil
money penalty assessment by the Board. On September 17,
1991, the court issued an order temporarily restraining the
transfer or disposition of the individual’s assets.

FINAL ENFORCEMENT ORDERS ISSUED BY THE BOARD
OF GOVERNORS

Toshihiko Araki
Yokohama, Japan

The Federal Reserve Board announced on May 30, 1997,
the issuance of an Order of Assessment of a Civil Money
Penalty against Toshihiko Araki, an officer and institution-
affiliated party of the New York Branch of The Bank of
Yokohama, Ltd., Yokohama, Japan.

Francisco Moncaleano
Bogota, Colombia

The Federal Reserve Board announced on May 16, 1997,
the issuance of an Order of Prohibition against Francisco
Moncaleano, a former vice president and institution-
affiliated party of the Miami agency of Banco Ganadero,
S.A., Bogota, Colombia.

Michael L. Riddle
John Averett

Park Jones

T. Stuart Ducote
Dallas,Texas

The Federal Reserve Board announced on May 22, 1997,
the issuance of consent Orders of Assessment of Civil
Money Penalties against Michael L. Riddle, John Averett,
Park Jones, and T. Stuart Ducote, former officers and
directors of Provident Bancorp of Texas, Inc., Dallas,
Texas, formerly a bank holding company.

WRITTEN AGREEMENTS APPROVED BY FEDERAL
RESERVE BANKS

Marin National Bancorp
San Rafael, California

The Federal Reserve Board announced on May 21, 1997,
the execution of a Written Agreement by and between
Marin National Bancorp, San Rafael, California, and the
Federal Reserve Bank of San Francisco.



Combined Financial Statements
of the Federal Reserve Banks

The financial statements of the Federal Reserve Banks were audited by Coopers & Lybrand, L.L.P.,
independent public accountants, for the years ended December 31, 1996 and 1995.

Coopers & Lybrand L.L.P

Coo ers
&Lybrand

a professional services firm

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 statements of condition of The
Federal Reserve Banks (the “Reserve Banks™) as of December 31, 1996 and 1995, and
the related combined statements of income and changes in capital for the years then
ended. These financial statements are the responsibility of the Reserve Banks’ manage-
ment. Our responsibility is to express an opinion on the financial statements based on
our audits.

We conducted our audits in accordance with generally accepted auditing standards.
Those standards require that we plan and perform the audits to obtain reasonable
assurance 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 audits provide 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 basis 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 as of Decem-
ber 31, 1996 and 1995, and combined results of their operations for the years then

ended, on the basis of accounting described in Note 3.
Of. / A

Washington, D.C.
March 31, 1997
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FEDERAL RESERVE BANKS
COMBINED STATEMENTS OF CONDITION
December 31, 1996 and 1995

(in millions)

ASSETS 1996 1995

Gold certificates ........ce.overniieniiiniiriiiaiicii i, $ 11,048 $ 11,050
Special drawing rights certificates ..................... 9,718 10,168
COIN oo 591 425
Items in process of collection ...............coovviivii. 12,761 4,769
Loans to depository institutions .........................co 85 135
U.S. government and federal agency securities, net ............... 416,875 396,491
Investments denominated in foreign currencies .................... 19,264 21,099
Accrued interest receivable ... 3,891 4,101
Bank premises and equipment, Det .............ocoeeniiiiiiiiinn, 1,757 1,646
OLNET ASSEES . .uininrntire ittt ettt eb e tarreresetaataiaaans 1,309 1,271

TOLAl ASSELS «evvnririririnireeearrrrreaveetreerrereaeaeanasannanas $477,299 $451,155

LIABILITIES AND CAPITAL

LIABILITIES
Federal Reserve notes outstanding, net ....................ocenl $426,522 $400,935
Deposits
Depository institutions .............oeeeviiierererererereninninen. 24,524 29,611
U.S. Treasury, general acCount .............coveeveverenenenennn. 7,742 5,979
Other deposits .........ccvvveiiniiiiniiiiiin e, 400 669
Deferred credit items ...........coooiiiriiiiiiiiiiiii e 7,464 4,538
Statutory surplus transfer due U.S. Treasury .................... 660 N
Interest on Federal Reserve notes due U.S. Treasury .......... - 650
Accrued benefit COSt ...vviniiniinirireiriii e eaenenas 712 672
Other Habilities .....ovvvriiiii e 177 169
Total lHabilities .......coooiviniii e ieianes 468,201 443,223
CAPITAL
Capital paid-In ..., 4,602 3,966
Surplus ..o e 4,496 3,966
Total capital ... 9,098 7,932
Total liabilities and capital ..........ccoocovevviviiinianns, $477,299 $451,155

The accompanying notes are an integral part of these financial statements.
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FEDERAL RESERVE BANKS
COMBINED STATEMENTS OF INCOME
for the years ended December 31, 1996 and 1995

(in millions)

1996 1995
Interest income
Interest on U.S. government SECUrities ..........co.verueieneennenn. $23,884 $23,826
Interest on foreign currencies .............occovviiiviiiii 443 784
Interest on loans to depository institutions ...............c...c....... 11 11
Total Interest INCOME ... .iviiriireirie e eieeeeneaeenens 24,338 24,621
Other operating income
INCOME frOM SEIVICES 1ovuivniiniiriiei e aeeas 787 739
Reimbursable services to government agencies ................... 216 221
Foreign currency gains (losses), net ...........oocoeveieiiiininnn.. (1,668) 1,005
Government securities gains, Net ............ocovvuiiiiiiiinninnn... 32 6
Other INCOME .....ivviiiiiiiiiii e 60 56
Total other operating income (10S8) ......oovvvviiiiiniinnins (573) 2,027
Operating expenses
Salaries and other benefits ........ccoovvvrieriicieiiiiiiicieeeeeas 1,283 1,226
OCCUPANCY EXPENSE ..ouovnriniinniniiririiiiainiiiin i inen. 177 165
Equipment XPense ...........cocvvveeiiiiiiiiiiiiii 259 243
Cost of unreimbursed Treasury SErvices ...........coccevvenenienen. 38 38
Assessments by Board of Governors .............ccovviiiininiin, 565 532
OhEr EXPEISES ..vvvererereiniereiaiatain it 468 452
Total operating eXpenses .........ov.veiververnerieenernenennnen 2,790 2,656
Income before cumulative effect of accounting changes ............ 20,975 23,992
Cumulative effect of changes in accounting principles .............. (89
Net income prior to distribution ..............coovviiiiiiiiiiin. $20,975 $23,903
Distribution of net income
Dividends paid to member banks ............... $ 256 $ 231
Transferred to SUrplus ..........cooovviiiiiiiiiii 636 283
Payments to U.S. Treasury as interest
on Federal Reserve notes ........coovvvvieieiiieeiienenenanennns 14,565 23,389
Payments to U.S. Treasury as required by statute ................. 5,518
$20,975 $23,903

The accompanying notes are an integral part of these financial statements.
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Balance at January !, 1995
Net income transferred

Net change in capital stock

Balance at December 31, 1995
Net income transferred
Statutory surplus transfer

Net change in capital stock

Balance at December 31, 1996

FEDERAL RESERVE BANKS
COMBINED STATEMENTS OF CHANGES IN CAPITAL
for the years ended December 31, 1996 and 1995

(in millions)

(73 million shares) ..................ceees
tosurplus ...,

issued (6 million shares) ..............

(79 million shares) .............coceeeninins
tO SULPIUS .evviiiiiieieieeeen
to U.S. Treasury ........ccoevvveenenn.s

issued (13 million shares) .............

(92 million shares) .........................

Capital Total

paid-in Surplus capital
........... $3,683 $3,683 $7,366
........... 283 283
........... 283 Ce 283
........... $3,966 $3,966 $7,932
........... C.. 636 636
........... (106) (106)
........... 636 . 636
........... $4,602 $4.496 $9,098

The accompanying notes are an integral part of these financial statements.

NoOTES TO COMBINED FINANCIAL STATEMENTS OF THE FEDERAL RESERVE BANKS, DECEMBER 31, 1996 AND 1995

(1) ORGANIZATION AND BASIS OF PRESENTATION

The twelve Federal Reserve Banks (Reserve Banks) are part of
the Federal Reserve System (System) created by Congress under
the Federal Reserve Act of 1913 (Federal Reserve Act) which
established the central bank of the United States. The Reserve
Banks are chartered by the federal government and possess a
unique set of governmental, corporate, and central bank character-
istics. Other major elements of the System are the Board of
Governors of the Federal Reserve System (Board of Governors),
the Federal Open Market Committee (FOMC), and the Federal
Advisory Council. The Reserve Banks are exempt from federal,
state, and local taxes except for taxes on real property.

Although the Reserve Banks are chartered as independent orga-
nizations overseen by the Board of Governors, the Reserve Banks
work jointly to carry out their statutory responsibilities. The
majority of the assets, liabilities, and income of the Reserve
Banks is derived from central bank activities 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 eliminate
interdistrict accounts and transactions.

Corporate Structure

The Reserve Banks serve twelve Federal Reserve Districts nation-
wide. In accordance with the Federal Reserve Act, supervision
and control of each Reserve Bank is exercised by a Board of
Directors chosen partly by nomination and election by member
banks and partly by the Board of Governors. Banks that are
members of the System include all national banks and any state
chartered bank that applies and is approved for membership in the
System.

Board of Directors

The Federal Reserve Act specifies the composition of Reserve
Bank boards of directors. Each board is composed of nine mem-
bers serving three-year terms: three directors, including those
designated as Chairman and Deputy Chairman, are appointed by
the Board of Governors and six directors are elected by member
banks. Of the six elected by member banks, three represent the
public and three represent member banks. Member banks are
divided into three classes according to size. Member banks in
each class elect one director representing member banks and one
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representing the public. In any election of directors, each member
bank receives one vote, regardless of the number of shares of
Reserve Bank stock it holds.

(2) OPERATIONS AND SERVICES

The System performs a variety of services and operations. Func-
tions include formulating and conducting monetary policy; partici-
pating actively in the payments mechanism, including large-dollar
transfers of funds, automated clearinghouse operations, and check
processing; distribution of coin and currency; fiscal agency func-
tions for the U.S. Treasury and certain federal agencies: serving as
the federal government’s bank; providing short-term loans to
depository institutions; serving the consumer and the community
by providing educational materials and information regarding
consumer laws; supervising 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.

(3) SIGNIFICANT ACCOUNTING POLICIES

Specialized accounting principles for entities with the unique
powers and responsibilities of the nation’s central bank have not
been formulated by the Financial Accounting Standards Board.
The Board of Governors has developed specialized accounting
principles and practices that it believes are appropriate for the
significantly different nature and function of a central bank as
compared to the private sector. These accounting principles and
practices are generally documented in the Financial Accounting
Manual for Federal Reserve Banks (the Financial Accounting
Manual), which is published by the Board of Governors. All
Reserve Banks are required to adopt and apply accounting poli-
cies and practices that are consistent with the Financial Account-
ing Manual. The financial statements have been prepared in
accordance with the Financial Accounting Manual. Differences
exist between the policies of the Reserve Banks and generally
accepted accounting principles (GAAP). The primary differences
are the presentation of all security holdings at amortized cost
rather than at the fair value presentation requirements of GAAP,
and the accounting for matched sale—purchase transactions as
separate sales and purchases, rather than secured borrowings with
pledged collateral, as is required by GAAP. Accounting policies
and practices for U.S. government and federal agency securities
and investments denominated in foreign currencies are further
described in note 3(D). In addition, the Board of Governors and
the Reserve Banks have elected not to include a Statement of
Cash Flows, as the liquidity and cash position of the Reserve
Banks are not of primary concern to users of these financial
statements.

Other information regarding the Reserve Banks’ activities is
provided in, or may be derived from, the Statements of Condition,
Income. and Changes in Capital. Therefore, a Statement of Cash
Flows would not provide any additional useful information. There
are no other significant differences between the policies outlined
in the Financial Accounting Manual and GAAP. The preparation
of financial statements in conformity with the Financial Account-
ing Manual requires management to make estimates and assump-
tions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of income and
expenses during the reporting 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 to the Reserve Banks to monetize gold held by the U.S.
Treasury. Payment for the gold certificates by the Reserve Banks
is made by crediting equivalemt amounts in dollars into the
account established for the U.S. Treasury. These gold certificates
held by the Reserve Banks are required to be backed by the gold
of the U.S. Treasury. The U.S. Treasury may reacquire the gold
certificates at any time and the Reserve Banks must deliver them
to the U.S. Treasury. At such time, the U.S. Treasury's account is
charged and the Reserve Banks’ gold certificate account is low-
ered. The value of gold for purposes of backing the gold certifi-
cates is set by law at $42% a fine troy ounce.

(B) Special Drawing Rights Certificates

Special drawing rights (SDRs) are issued by the International
Monetary Fund (the Fund) to its members in proportion to each
member’s quota in the Fund at the time of issuance. SDRs serve
as a supplement to international monetary reserves and may be
transferred from one national monetary authority to another.
Under the law providing for U.S. participation in the SDR system,
the Secretary of the U.S. Treasury is authorized to issue SDR
certificates, somewhat like gold certificates, to the Reserve Banks.
At such time, equivalent amounts in dollars are credited to the
account established for the U.S. Treasury, and Reserve Banks’
SDR certificate account is increased. The Reserve Banks are
required to purchase SDRs, at the direction of the U.S. Treasury,
for the purpose of financing SDR certificate acquisitions or for
financing exchange stabilization operations.

(C) Loans to Depository Institutions

The Depository Institutions Deregulation and Monetary Control
Act of 1980 provides that all depository institutions that maintain
reservable transaction accounts or nonpersonal time deposits, as
defined in Regulation D issued by the Board of Governors, have
borrowing privileges at the discretion of the Reserve Banks.
Borrowers execute certain lending agreements and deposit suffi-
cient collateral before credit is extended. Loans are evaluated for
collectibility. and currently all are considered collectible and fully
collateralized. If any loans were deemed to be uncollectible, an
appropriate reserve would be established. Interest is recorded on
the accrual method and is charged at the discount rate established
at least every fourteen days by the Boards of Directors of 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 FOMC is composed of members 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 to execute open market trans-
actions on its behalf and to hold the resulting securities in the
portfolio known as the System Open Markets Account (SOMA).
The FOMC establishes policy regarding open market operations,
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oversees these operations, and issues authorizations and directives
to the FRBNY for its execution of transactions. Authorized trans-
action types include direct purchases and sales of securities,
matched sale—purchase transactions, and the purchase of securi-
ties under agreements to resell. These transactions are conducted
in U.S. government and federal agency securities.

Specifically, the FRBNY provides or absorbs reserve deposits
of depository institutions by purchasing or selling government
securities, respectively, in the open market. While the application
of current market prices to the securities currently held by the
Reserve Banks may result in values substantially above or below
their carrying values, these unrealized changes in value would
have no necessary effect on the quantity of reserves available to
the banking system or on the prospects for future Reserve Bank
earnings or capital.

Matiched sale—purchase transactions are generally overnight
transactions in which FRBNY sells a security and buys it back the
next day at the rate specified at the commencement of the transac-
tion. These transactions are accounted for as separate sale and
purchase transactions. At December 31, 1996 and 1995, matched
sale—purchase transactions involving U.S. government securities
with par values of $15 billion and $12 billion respectively were
outstanding.

In addition to authorizing and directing operations in the
domestic securities market, the FOMC authorizes and directs the
FRBNY to execute operations in foreign exchange markets for
major currencies and, to the extent possible, invest the resulting
balances. The portfolio for each foreign currency shall generally
have an average duration of no more than eighteen months.
Balances and changes in balances arise from transactions to
counter disorderly conditions in exchange markets and other
needs specified by the FOMC in carrying out the System’s central
bank responsibilities.

Although the portfolios of U.S. government and federal agency
securities and investments denominated in foreign currencies gen-
erate interest income and the transactions can result in gains or
losses when holdings are sold prior to maturity, decisions regard-
ing these securities and investments, including their purchase and
sale, are motivated by monetary policy objectives rather than
profit. Accordingly, earnings and any gains or losses resulting
from the sales of such securities and investments are incidental to
the open market and foreign currency operations and do not
motivate activities or policy decisions.

In order to ensure the effective conduct of the domestic securi-
ties market, the FOMC authorizes the Reserve Banks to lend U.S.
government securities held in SOMA to securities dealers and to
banks participating in U.S. government securities clearing arrange-
ments conducted through a Reserve Bank, under such instructions
as the FOMC may specify from time to time. At December 31.
1996 and 1995, U.S. government securities with par values of
$489 million and $1 billion, respectively, were loaned. These
securities-lending transactions are fully collateralized by other
U.S. government securities. FOMC policy requires the Reserve
Banks to take possession of the collateral in amounts in excess of
the market values of the securities loaned. The market values of
the collateral and the securities loaned are monitored by the
Reserve Banks on a daily basis, with additional collateral obtained
as necessary. The securities loaned continue to be carried in
SOMA. Income earned by the Reserve Banks on securities-
lending transactions is reported as a component of “‘Other
income.”

In accordance with the Federal Reserve Act, and as further
explained in note 3(F). all domestic securities and investments
denominated in foreign currencies are available as collateral for

net Federal Reserve notes outstanding. At December 31, 1996 and
1995, domestic securities with par values of $406 billion and
$380 billion, respectively, were pledged as collateral. No invest-
ments denominated in foreign currencies were required as collat-
eral at December 31, 1996 and 1995.

(E) Bank Premises and Equipment

Bank premises and equipment are stated at cost less accumulated
depreciation. Depreciation is calculated on a straight-line basis
over estimated useful lives of assets ranging from two to fifty
years. New assets, major alterations, renovations, and improve-
ments are capitalized at cost as additions to the asset accounts.
Maintenance, repairs, and minor replacements are charged to
operations in the year incurred.

(F) Federal Reserve Notes

Federal Reserve notes are the circulating currency of the United
States. These notes are issued through the various Federal Reserve
agents to the Reserve Banks upon deposit with such agents of
certain classes of collateral security, typically U.S. government
securities. These notes are identified as issued to a specific
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 to the sum of the notes applied for by such
Reserve Bank. The collateral value is equal to the par value of the
securities tendered. The Board of Governors may, at any time, call
upon a Reserve Bank for additional security 10 adequately collat-
eralize the Federal Reserve notes. To satisfy the obligation to
provide sufficient collateral for its outstanding Federal Reserve
notes, the Reserve Banks have entered into an agreement that
provides that certain assets of the Reserve Banks are jointly
pledged as collateral for the Federal Reserve notes of all Reserve
Banks. In the event that this collateral is insufficient, the Federal
Reserve Act provides that Federal Reserve notes become a first
and paramount lien on all the assets of the Reserve Banks. Finally,
as obligations of the United States, Federal Reserve notes are
backed by the full faith and credit of the U.S. government. The
“Federal Reserve notes outstanding, net”” account represents Fed-
eral Reserve notes reduced by cash held in the vaults of the
Reserve Banks of $100 billion and $80 billion at December 31,
1996 and 1995, respectively.

(G) Capital Paid-In

The Federal Reserve Act requires that each member bank sub-
scribe to the capital stock of the Reserve Bank in an amount equal
to 6 percent of the capital and surplus of the member bank. As a
member bank’s capital and surplus changes, its holdings of the
Reserve Bank’s stock must be adjusted. Member banks are those
state-chartered banks that apply and are approved for membership
in the System and all national banks. Currently, only one-half of
the subscription is paid-in and the remainder is subject to call.
These shares are nonvoting with a par value of $100. They may
not be transferred or hypothecated.

By law, each member bank is entitled to receive an annual
dividend of 6 percent on the paid-in capital stock. This cumulative
dividend is paid semiannually. A member bank is liable for
Reserve Bank liabilities up to twice the par value of stock sub-
scribed by it.
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(H) Surplus

The Board of Governors requires Reserve Banks to maintain a
surplus equal to the amount of capital paid-in as of December 31
of the prior year. This amount is intended to provide additional
capital and reduce the possibility that the Reserve Banks would be
required to call on member banks for additional capital. Reserve
Banks are required by the Board of Governors to transfer to the
U.S. Treasury excess earnings, after providing for the costs of
operations, payment of dividends, and reservation of an amount
necessary to equate surplus with capital paid-in. Prior to Octo-
ber 1, 1996, this payment represented payment of interest on
Federal Reserve notes outstanding.

The Omnibus Budget Reconciliation Act of 1993 (Public Law
103-66, Section 3002) codified the existing Board surplus poli-
cies as statutory surplus transfers, rather than as payments of
interest on Federal Reserve notes, for federal government fiscal
years 1997 (which began on October 1, 1996) and 1998. In
addition, the legislation directs the Reserve Banks to transfer to
the U.S. Treasury additional surplus funds of $106 million and
$107 million during fiscal years 1997 and 1998 respectively.
Reserve Banks are not permitted to replenish surplus for these
amounts during this time. The Reserve Banks transferred
$106 million to the U.S. Treasury on October 1, 1996.

In the event of losses, payments to the U.S. Treasury are
suspended until such losses are recovered through subse-
quent earnings. Weekly payments to the U.S. Treasury vary
significantly.

(I) Cost of Unreimbursed Treasury Services

Reserve Banks are required by the Federal Reserve Act to serve as
fiscal agents and depositories of the United States. By statute, the
Department of the Treasury 1s permitted, but not required, to pay
for these services. The costs of providing fiscal agency and
depository services to the Treasury Department that have been
billed but will not be paid are reported as the “Cost of unreim-
bursed Treasury services.”

(J) Accounting Changes

Effective January 1, 1995, the Financial Accounting Manual was
changed to require that Reserve Banks use the accrual method of
accounting to recognize the obligation to provide benefits to
former or inactive employees consistent with Statement of Finan-
cial Accounting Standards (SFAS) No. 112, “Employers’
Accounting for Postemployment Benefits.”” Prior to 1995, the
Reserve Banks recognized costs for postemployment benefits
when paid. The cumulative effect of this change in accounting for
benefits was recognized by the Reserve Banks as a one-time
charge to expense of $55 million. Additionally, the Reserve Banks
recognized an increase in 1995 operating expenses of approxi-
mately $5 million, net of a one-time credit of $1 million that
reflects the effect of a special early retirement benefit offered by
one District during 1995.

Eftective January 1, 1995, the Reserve Banks also began accru-
ing a liability for employees’ 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 a one-time charge to expense of $19 million.

Ongoing operating expenses for the year ended December 31,
1995, were not materially affected by the change in accounting for
these costs.

Effective January 1, 1995, the Reserve Banks began recogniz-
ing impairment losses consistent with SFAS No. 121, “Account-
ing for the Impairment of Long-Lived Assets 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 to expense of $15 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 market value. The impairment recognized was a result of
management’s intention to relocate and resulted from structural
defects and asbestos. An additional impairment loss was recog-
nized during 1995, as discussed in note 6.

(4) U.S. GOVERNMENT AND FEDERAL AGENCY
SECURITIES

U.S. government and federal agency securities include securities
held under agreements to resell and securities bought outright,
which are held in the SOMA at the FRBNY. These securities are
recorded at cost on a settlement-date basis, adjusted for the
amortization of premiums and accretion of discounts. Gains and
losses resulting from sales of securities are determined for each
specific issue based on average cost. Interest income is recorded
on the accrual method. Interest income and gains and losses on
the sale of these securities are reported as “‘Interest on U.S.
government securities” and “Government securities gains, net”
respectively.

The U.S. government and federal agency securities bought
outright, which are held in the SOMA, at December 31 were as
follows (in millions):

1996 1995
Par value

Federal agency ........ ..., $ 2,225 $ 2,634

U.S. government
Bills ..o 183,116
Notes .. . 151.013
Bonds .. 44,069
Total par value 380,832
Unamortized premiums ........................... 4,677 4,508
Unaccreted discounts ...........c.ovivienenniiinnn. (3,548) (3.477)

$394.261

$381,863

U.S. government and federal agency securities held in SOMA
under agreements to resell at December 31 were as follows (in
millions):

1996 1995

Par value
Federal agency ........... $ 1,612 $ 1,100
US. government ......... 19,971 12,762
Total par value 21,583 13.862
Unamortized premiums 1,327 903
Unaccreted discounts ....... ~(296) (137)

$22.614

$14,628

The maturities of U.S. government and federal agency securi-
ties bought outright, which are held in the SOMA, at Decem-
ber 31, 1996, were as follows (in millions):
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Par value
us. Federal
Maturities of government agency
securities heid securities  obligations Total

Within 15days ........................ $ 7875 $ 450 $ 8325
16 daysto90days ..................... 89,036 541 89,577
9ldaystolyear................oonnne, 122,780 232 123,012
Over 1 yeartoSyears .................. 95,608 520 96,128
Over S yearsto 10 years ................ 33,782 457 34,239
Over 10 years 25 41,851

Total ..ot $2,225

$393.132

The resell date for securities purchased under agreements to
tesell does not exceed 15 days after the purchase date.

(5) INVESTMENTS DENOMINATED IN FOREIGN
CURRENCIES

The FRBNY, on behalf of the Reserve Banks, holds foreign
currency deposits with foreign central banks and the Bank for
International Settlements and invests in foreign government debt
instruments. Foreign government debt instruments held include
both securities bought outright and securities held under agree-
ments to resell. These investments are guaranteed as to principal
and interest by the foreign governments. Investments denomi-
nated in foreign currencies are recorded at cost on a settlement
date basis, adjusted for amortization of premiums and accretion of
discounts. Foreign currency-denominated assets of the Reserve
Banks are revalued monthly at current market exchange rates in
order to report these assets in U.S. dollars. Gains and losses
resulting from sales of securities are determined using the average
cost method. Realized and unrealized foreign currency gains and
losses are reported as “Foreign currency gains (losses), net.”
Interest income is recorded on the accrual basis and is reported as
“Interest on foreign currencies.”

Total investments denominated in foreign currencies, valued at
current exchange rates at December 31, were as follows (in
millions):

1996 1995
German Marks
Foreign currency deposits .................coviveniin.., $10,253 $12,329
Government debt instruments, including
agreements toresell ... 2,777 1,186
Japanese Yen
Foreign currency deposits ..............oiiiiininen,. 637 739
Government debt instruments, including
agreementstoresell ........... ... 5,515 6,130
Mexican Pesos
Foreign cutrency Swap .........c.ooveeiiiviiiivennen s L 602
87 118
$19,269 $21,104

In addition to the balances reflected above, $5 million in unearned
interest collected on certain foreign currency holdings was also
reflected as “Investments denominated in foreign currencies™ at
December 31, 1996 and 1995.

The FRBNY is authorized by the FOMC to hold balances of
and to execute spot and forward foreign exchange contracts to
receive or to deliver the currencies of fourteen foreign countries.
Foreign exchange contracts are contractual agreements between
two parties to exchange specified currencies, at a 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 of a swap/warehousing transaction.
Foreign currency exchange contracts may involve off-balance-
sheet market risk for the future settlement of currencies and
counterparty credit risk. The FRBNY controls credit risk by
obtaining credit approvals, establishing transaction limits, and
performing daily monitoring procedures. As of December 31,
1996 and 1995, the FRBNY had no open foreign exchange
contracts except as noted below.

At the direction of the FOMC, the FRBNY is authorized to
maintain reciprocal currency arrangements (F/X swaps) for
periods up to a maximum of twelve months with various foreign
central banks. An F/X swap arrangement is a renewable, short-
term reciprocal currency arrangement, generally for up to one
year, between two parties, the FRBNY, on behalf of the Reserve
Banks, and an authorized foreign central bank, who agree to
exchange their currencies up to a prearranged maximum amount
and for an agreed upon period of time, at an agreed upon interest
rate. These arrangements give the Federal Reserve temporary
access to the foreign currencies that it needs for intervention
operations to support the dollar or give the partner foreign central
bank temporary access to dollars it needs to support its own
currencies. Drawings under the F/X swap arrangements can be
initiated by either the FRBNY or the partner foreign central
banks.

The F/X swaps are structured so that the party initiating the
transaction (the drawer) bears the exchange rate risk upon matur-
ity. The FRBNY will generally invest the foreign currency
received under an F/X swap in interest-bearing instruments. Inter-
est income on the resulting foreign currency holdings is accrued
and reported as “Interest on foreign currencies.” Unrealized gains
and losses on revaluation of the resulting currency holdings are
reported as a component of “Other assets” or “Other liabilities,”
since there is no exchange rate risk to the Reserve Banks at the
maturity of the F/X swap. As of December 31, 1996, there were
no open F/X swaps. As of December 31, 1995, there was an open
F/X swap of $650 million, which was drawn at the direction of the
Bank of Mexico.

The FOMC has an agreement to “warehouse” foreign curren-
cies for the U.S. Treasury and the Exchange Stabilization Fund
(ESF). This is an arrangement under which the FOMC agrees to
exchange, at the request of the Treasury, U.S. dollars for foreign
currencies held by the Treasury or ESF over a limited period of
time. The purpose of the warehousing facility is to supplement the
U.S. dollar resources of the Treasury and ESF for financing
purchases of foreign currencies and related international opera-
tions. This facility was $20 billion, with nothing outstanding, as of
December 31, 1996 and 1995.

(6) BANK PREMISES AND EQUIPMENT

A summary of bank premises and equipment at December 31 is
as follows (in millions):

1996 1995
Bank premises and equipment
Land oo $ 192 $ 167
Buildings ... 883
Building machinery and equipment .. 231
Construction in progress ............. 129
Furniture and equipment ... . ... ... 1,192
2,793 2,602
Accumulated depreciation ......... ... ... L (1,036) (956)
Bank premises and equipment, net ............... $1,757 $1,646
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Depreciation expense was $192 million and $180 million for the
years ended December 31, 1996 and 1995, respectively.

Bank premises and equipment at December 31 include the
following amounts for leases that have been capitalized (in
millions):

1996 1995

Bank premises and equipment ............ ..o $96 $93
Accumulated depreciation ...........ciiiiiiiiiiiii (56) 29)
Capitalized leases,net ..................ccooL, $40 $64

Certain of the Reserve Banks lease unused space to outside
tenants. Those leases have terms ranging from one to fifteen
years. Rental income from such leases was $16 million for each of
the years ended December 31, 1996 and 1995. Future minimum
lease payments under agreements in existence at December 31,
1996, were (in millions):

During 1995, one Reserve Bank recognized impairment losses
of $16 million on the value of bank buildings. Fair value of the
buildings was based on appraised value. The impairment was
recognized as a result of management’s intention to relocate and
resulted from a general decline in real estate values in the area in
which the buildings were located. This loss is included on the
Statement of Income as a component of “Other expenses.”

(7) COMMITMENTS AND CONTINGENCIES

At December 31, 1996, the Reserve Banks were obligated under
noncancelable leases for premises and equipment with terms
ranging from one to approximately ten years. These leases pro-
vide for increased rentals based upon increases in real estate taxes,
operating costs, or selected price indices.

Rental expense under operating leases for certain operating
facilities, warehouses, data processing, and office equipment
(including taxes, insurance, and maintenance when included in
rent), net of sublease rentals, was $68 million and $64 million for
the years ended December 31, 1996 and 1995, respectively. Cer-
tain of the Reserve Banks’ leases have options to renew.

Future minimum rental payments under noncancelable operat-
ing leases, net of sublease rentals with terms of one year or more,
at December 31, 1996, were (in millions):

At December 31, 1996, the Reserve Banks had contractual
commitments through the year 2007 totaling $263 million for the
maintenance of currency processing machines, none of which has
been recognized. One Reserve Bank contracts for maintenance for
these machines on behalf of the System and allocates the costs
annually to each other Reserve Bank.

The Reserve Banks are involved in certain legal actions and
claims arising in the ordinary course of business. Although it is
difficult to predict the ultimate outcome of these actions, in
management’s opinion, based on discussions with counsel, the
aforementioned litigation and claims will be resolved without
material adverse effect on the financial position or results of
operations of the Reserve Banks.

(8) RETIREMENT AND THRIFT PLANS
Retirement Plans

The Reserve Banks currently offer two defined benefit retirement
plans to their employees, based on length of service and level of
compensation. Substantially all of the Reserve Banks’ employees
participate in the Retirement Plan for Employees of the System
(the System Plan) and the Benefit Equalization Retirement Plans
offered by each individual Reserve Bank (the BEPs).

The System Plan is a multi-employer plan. FRBNY acts as the
sponsor of the System Plan. The prepaid pension cost is reported
on the Combined Statement of Condition as a component of
*“Other assets.” The prepaid pension cost includes amounts related
to the participation of employees of the twelve Reserve Banks, the
Board of Governors, and the Plan Administrative Office in the
plan. The net pension credit is reported on the Combined State-
ment of Income as a component of “Other expenses.”

Contributions to the System Plan are actuarially determined and
fully funded by participating employers at amounts prescribed by
the Plan Administrator (with the exception of a mandatory contri-
bution of 7 percent of salary by certain employees of the Board of
Governors that participate in the plan). No separate accounting is
maintained of assets contributed by the participating employers.
It is the System’s policy to fund the pension liability as accrued.
No contributions were required to the System Plan during 1996 or
1995.

The BEPs are unfunded plans that were established January 1,
1996. Net pension cost for the period is actuarially determined
and is based on the same economic and mortality assumptions
used for the System Plan. The Reserve Banks’ projected benefit
obligation and net pension costs for the BEPs at December 31,
1996, and for the year then ended are not material.

Following is a reconciliation between the funded status of the
System Plan and amounts included in the Combined Statement of
Condition at December 31 (in millions):

1996 1995
Accumulated benefit obligation
Vested ........ $1,758 $1,679
Nonvested . .. __ & 91
Total $1,843 $1,770

Pian assets at fair value, primarily listed

stocks and bonds ........ ... $4.153 $3,628
Actuarial present value of projected benefit obligation .... (2,270)  (2,130)
Plan assets in excess of projecied benefit obligation .. ... .. 1,883 1.498
Less: Unrecognized net iransition obligation ............. 226 272
Unrecognized net gain ... .. ....... 884 606
Unrecognized prior service cost (144) (156)
Prepaid pension cost ...... ... $ 917 $ 776

The assumptions used in developing the pension benefit obliga-
tion for the System Plan and BEPs are as follows:
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1995
DISCOUNt rate .. .....oovirinineii i 7.00%
Rate of compensation increase 5.00%
Long-term rate of return on plan assets ................... 9.00% 9.00%

The components of the net pension credit for the years ended
December 31 are shown below (in millions):

1996 1995
Service costs—benefits earned during the year ............ $ 71 $ 49
Interest cost on projected benefit obligation . ... 133
Actual return on plan assets ................ (842)
Net amortization and deferral .............. 537

Cost of special termination benefits ...................... 4

Net pension (credit) ......... ..ol (119)

Thrift Plan

Employees of the Reserve Banks may also participate in the Thrift
Plan for Employees of the Federal Reserve System (the Thrift
Plan). The Thrift Plan is a qualified, defined contribution plan.
Under the Thrift Plan, employees may contribute a percentage of
their salaries up to a maximum 19 percent limit as prescribed by
the Internal Revenue Service. Matching contributions by the
Reserve Banks are based on a fixed percentage of each employ-
ee’s basic contribution. Currently, the Reserve Banks match
80 percent of the first 6 percent of salary contributed by the
employee. The Reserve Banks’ Thrift Plan contributions totaled
$40 million and $38 million for the years ended December 31,
1996 and 1995, respectively, and are reflected on the Combined
Statement of Income as a component of “Salaries and other
benefits.”

(9) POSTRETIREMENT BENEFITS OTHER THAN PENSIONS
AND POSTEMPLOYMENT BENEFITS

Postretirement Benefits Other Than Pensions

In addition to the Reserve Banks’ defined benefit retirement plans,
employees who have met certain age and length of service require-
ments are eligible for both medical benefits and life insurance
coverage during retirement. The retiree medical plan is contribu-
tory and provides benefits to retirees, their covered dependents,
and beneficiaries. The life insurance plan is noncontributory and
covers retirees only.

The Reserve Banks fund benefits payable under the medical
and life insurance plans as due. Net postretirement benefit cost is
actuarially determined using a January 1 measurement date. The
following is a reconciliation between the plans’ funded status and
the amounts recognized in the Reserve Banks’ Combined State-
ment of Condition as of December 31 (in millions):

1996 1995
Accumulated postretirement benefit obligation
Retirees and covered spouses ........................... $303 $303
Actives eligible to retire 53 35
Other actives and disabled .............................. 226 238
Total accumulated postretirement

benefit obligation ................. ... 582 596

Unrecognized net (1088) ...............ooviiiienennn, 23) (61)
Unrecognized prior service cost ..................o..vuons 84 77

Accryed postretirement benefitcost........... ... $643 $612

The assumptions used in developing the postretirement benefit
obligation are as follows:

1996 1995
DISCOUNITAE .. ...ttt e e 7.25% 7.00%
Rate of increase in health care costs—initial ... .. .. 9.50% 10.00%
Rate of increase in health care costs—ultimate ............ 5.50% 5.50%

The ultimate health care cost rate is expected to be achieved in
2004.

The following is a summary of the components of net periodic
postretirement cost for the years ended December 31 (in
millions):

1996 1995
SEIVICE COSE L.ttt ittt it ienniraiaieaanrcnnninnnnnnnnnnn $13
Interest cost of accumulated benefit obligation o 42
Net amortization and deferral ........................... .. 5)
Cost of special termination benefits .......................... s 1
Net periodic postretirement cost ...................... $51 $51

These costs are reflected on the Combined Statement of Income as
a component of “Salaries and other benefits.”

Changing the assumed health care cost trend rates by one
percentage point in each year would change the accumulated
postretirement benefit obligation at December 31, 1996 and 1995,
by approximately $118 million and $111 million respectively and
would change the aggregate service and interest cost components
of net periodic postretirement benefit cost for the years ended
December 31, 1996 and 1995, by approximately $18 million and
$12 million respectively.

Postemployment benefits

The Reserve Banks began using the accrual method of accounting
to recognize the obligation to provide benefits to former or inac-
tive employees, consistent with SFAS 112, “Employers’ Account-
ing for Postemployment Benefits,” effective January 1, 1995.
Benefits include medical and dental insurance, survivor income,
disability income, and those workers’ compensation expenses
self-insured by individual Reserve Banks. Costs were projected
using the same discount and health care trend rates as were used
for projecting postretirement costs. The accrued postemployment
benefit costs recognized by the Reserve Banks at December 31,
1996 and 1995, were $68 million and $60 million respectively.
This cost is included as a component of “Accrued benefit cost” on
the Combined Statement of Condition. Net periodic postemploy-
ment benefit costs included in 1996 and 1995 operating expenses
were $17 million an. $14 million respectively.
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c Corrected

e Estimated

n.a. Not available

n.e.c. Not elsewhere classified

p Preliminary

r Revised (Notation appears on column heading

when about half of the figures in that column
are changed.)

* Amounts insignificant in terms of the last decimal
place shown in the table (for example, less than
500,000 when the smallest unit given is millions)

0 Calculated to be zero

R Cell not applicable

ATS Automatic transfer service

BIF Bank insurance fund

CD Certificate of deposit

CMO Collateralized mortgage obligation
FEB Federal Financing Bank

FHA Federal Housing Administration

FHLBB Federal Home Loan Bank Board
FHLMC Federal Home Loan Mortgage Corporation

FmHA Farmers Home Administration

FNMA Federal National Mortgage Association

ESLIC Federal Savings and Loan Insurance Corporation
G-7 Group of Seven

GENERAL INFORMATION

In many of the tables, components do not sum to totals because of
rounding.

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow.

“U.S. government securities” may include guaranteed issues
of U.S. government agencies (the flow of funds figures also

G-10 Group of Ten

GNMA Government National Mortgage Association

GDP Gross domestic product

HUD Department of Housing and Urban
Development

IMF International Monetary Fund

10 Interest only

IPCs Individuals, partnerships, and corporations

IRA Individual retirement account

MMDA Money market deposit account

MSA Metropolitan statistical area

NOW Negotiable order of withdrawal

oCDh Other checkable deposit

OPEC Organization of Petroleum Exporting Countries

OTS Office of Thrift Supervision

PO Principal only

REIT Real estate investment trust

REMIC Real estate mortgage investment conduit

RP Repurchase agreement

RTC Resolution Trust Corporation

SAIF Savings Association Insurance Fund

SCO Securitized credit obligation

SDR Special drawing right

SIC Standard Industrial Classification

VA Department of Veterans Aftairs

include not fully guaranteed issues) as well as direct obliga-
tions of the Treasury. “State and local government” also in-
cludes municipalities, special districts, and other political
subdivisions.
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1.10 RESERVES, MONEY STOCK. LIQUID ASSETS, AND DEBT MEASURES

Percent annual rate of change, seasonally adjusted’

1996 1997 1996 1997
Monetary or credit apgregate
Q2 Q3 Q4 Q1 Dec Jan Feb Mar. Apr.
1 ~6.6 -16.4 -17.2 ~8.3 6.1 -13.1 -12.3 -17.0" —21.8
2 Required .. -89 -16.3 — 185 -84 -4 -85 ~-79 -20.7 ~186
3 Nonborrowed. -19 -176 -162 -7.2 7.5 —10.5 -12.3 —19.9 —24.4
4 Monetary base 3.0 53 5.4 5.6 8.8 39 5.7 35 1.7
3 ~ 14 6.5 ~7.3 -7 11 —14° 1.0° -6.0" =~11.2
6 45 34 5.0 5.9 7.5 52 LB S.f 6.7
7 6.4 5.4 7.9 7.7 10.5 5.8 9.0 6.8 8.9
8L 6.3 5.5 6.6 6.7 7.2 30" 10.1° 8.5 n.a.
9 59 33 48" 4.3 4.1 34 49 5.2 n.a.
Nontransaction components
10 I M2Y L e e 7.0 77 0.0 8.5 10.0 7.8" 6.7" 9.4 13.6
T In M3 0nly®. o e e e e 139 12.8 18.5" 14.2 210 64" 228" 12.8° 16.4
Time and savings deposits
Commercial bunks
12 Savings, w¢luding MMDASs 12.1 12.0 17.0 14.0° 15.1° 1347 9.3 7.1 200
13 Small time, -1.0 37" 4.7 28 4.3 1.0 1.8 4.9' 5.4
t4  Large time™ 18.6 18.0 222 125 242 -2 16.7 254 328
Thrift institutions
15  Savings, including MMDAs 6.5 2 8 2.7° 2.6 4.6" 2.9 2.3 1.0
16 Small time’ ... . -3.0 -3 2.1 -17 -27 3 1.0 -119 4.8
{7 Large nme’ -30 9.0 91 12.8 -30 288 18 1.5 7.3
Money market mutnal funds
I8 Retail ......... ... ..... ... 6.3 16.3 17.2 16.3 21.6 13.0 139 19.9 245
19 Institution-only 12.0 207 9.8 15.5 30.0 —12.0 36.9 251 -8
Repurchase agreements und Eurodollars
20 Repurchase :}greemenls"' .................................... 16.3" —4.4" 1.8 g4 -99 207 23.8" -96 97
21 Eurodollars™ ... . L 10.9 8.5 40.2° 280 569 394 14.4 —17.3 18.6
Debr camponents®
22 Federal...... ... . L ool ool i 47 38 3.2 1.8 29 -6 1.8 47 na.
23 Nonfederal. .. ......... .o Lo 6.3 5.8 54" 52 4.5 48 6.0 53 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 “breaks,” associated with
regulatory changes in reserve requirements. (See also 1able 1.20.)

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

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

M1: (1) currency outside the U.S. Treasury, Federal Reserve Banks, and the vaults of
depository nstitutions, (2) travelers checks of nonbank issuers, (3) demand dcposits 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 collectton wnd Federal
Reserve float, and (4) other checkable deposits (OCDs), consisting of negotiable order of
withdrawal (NOW) and automatic transfer service (ATS) accounts a1 depusitory institutions.
credit union share draft accounts, and demand deposits at thrift institutions. Scasonally
adjusted M1 s computed by summing currency, travelers checks. demand deposits, and
OCDs, each seasonally adjusied separately.

M2: M1 plus (1) savings (including MMDAS), (2) small-denommation 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
nstitutions and money market funds. Seasonally adjusted M2 s calculated 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 itial investments of
$50,000 or more). (3) RP liabilities (overnight and term) issued by all depository institutions,
and (4) Eurodollars {overmght and term) heid by U.S. residents at foreign branches of US
banks worldwide and at all banking oftices in the United Kingdom and Canada. Excludes

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 deposits, institutional money fund balances. RP liabilities, and Eurodolfars, each
seasonally adjusted separately. and adding this result to scasonally adjusted M2.

L: M3 plus the nonbank public holdings of U.S. savings bonds, short-term Treasury
securities, commercial paper, and bankers acceptances, net of money market fund holdings of
these assets. Seasonally adjusted L is computed by summing U.S. savings bonds, short-term
Treasury securities, commercial paper, and bankers acceptances. each seasonally adjusted
separately. and then adding this result to M3.

Debt: The debt aggregate is the outstanding credit market debt of the domesuc nonfinancial
sectors—the federal sector (U.S. government, not including government-sponsored enter-
prises or federally related mortgage pools) and the nonfederal sectors (state and local
governments, households and nonprofit organizations, nonfinancral corporate and nonfarm
noncorparate businesses. and farms). Nonfederal debt consists of mortgages. tax-exempt and
corporate bonds. consumer credit. bank loans. 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 data have been smoothed into the series) and
month-averaged (that is, the data have been derived by averaging adjacent month-end levels).

5. Sum aof (1) savings deposits (including MMDAs), (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 (4) Eurodollars (overnight and
term) of U.S. addressees, cach seasonally adjusted separately.

7. Small time deposits—including retail RPs—are those issued in amounts of less than
$100.000. All [RA and Keogh account balances at commercial banks and thrift institutions
are subtracted from small time deposits.

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

9. Large time deposils at commercial banks less those held by money market funds,
depository institutions, the LS. government, and foreign banks and official institutions.

10, Includes both overnight and term.



Money Stock and Bank Credit A5

1.11  RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT'

Millions of dollars

Average of

daily figures Average of daily figures for week ending on date ndicated

Factor 1997 1997

Feb. Mar. Apr. Mar. 19 Mar. 26 Apr. 2 Apr. 9 Apr. 16 Apr. 23 Apr. 30

SUPPLYING RESERVE FUNDS

1 Reserve Bank credit outstanding ............... 433,961 437437 448,874 438,267 438,421 438,612 442,176 443,099 445861 466,371
U.S government securities”
2 Boughl outright—System account’. .. ... ... 392,105 395.970 400,786 397082 397,707 396,821 400,792 401,182 400,720 401 462
3 Held under repurchase agreements ... ..... 6,772 7.38% 13.357 7.243 6,782 6,166 7.602 8,243 10,182 28,701
Federal ugency obligations
4 Bought outright ................. .. ... 2,034 2,008 1,985 2,011 2,006 1.994 1,994 1,984 1,984 1972
5 Held under repurchase agreements . 1.726 1,387 817 966 1,233 2,147 901 685 730 6]
6 Acceplances  ................... 0 0 0 0 0 0 0 0 0 0
Loans to depository institutions
7 Adjustment credit . ... 23 199 95 299 13 566 1 51 235 19
R Seasonal credit, 21 37 85 3s 4] 57 64 76 95 113
9 Extended credit ............ (] O Q 0 0 0 0 Q 0 Q
10 Float ... ... ..., .. s 526 413 643 510 454 426 33 3 887 {28
11 Other Federal Reserve assets ... ............ 30,753 30,035" 31,107 30,122 30,184 30435 30,491 30.648 31.028 32483
12 Gold stock .. ... . 11,050 11,051 11,052 11,051 11,051 11,050 11,051 11.052 11.052 11,052
13 Special drawing rights certificate account , . .. 9,400 9,226 9,200 9,200 9.200 9,200 9.200 9.200 9.200 9,200
14 Treasury currency outstanding . ...... ......... 25.075" 25.142° 25,205 25.142° 25,157° 25.173 25.187 25,201 25215 25229

ABSORBING RESERVE FUNDS

15 Currency 0 crrculation

16 Treasury cash holdings

Depasits. other than reserve balances, mlh
Federat Reserve Banks

441,044 443.404' 446,041 443,579 443,357" 444478 446,201 446,626 445,824 445,564
262 297 30 302 308 308 284 308 308 305

17 Treasury ... ... L il 4,998 5340 12,996 7.479 5.376 5535 4,826 7.837 8,660 32937
18 Foreign .. .. 182 202 174 166 167 304 164 176 164 187
19 Service-related balances and ad_]\.l“mr?l‘ll\ 7,137 7,058 7,038 7,029 7,069 6,945 6,961 7.021 7108 7.090
20 Other ...... ... 360 394 376 419 373 382 413 401 350 337
21 Other Federal Reserve liabilities and cnpn.:l . 14.069 14,501 15,040 14.633 14,663 14.630 14,975 15,032 15,026 15243
22 Reserve balances with Federal Reserve Banks? .. 11,433 11.158° 12366 10,05t 12,515 11,452 13.789 11,152 13,887 1,188
End-of-month tigurcs Wednesday figures
Feb. Mar. Apr. Mac. 19 Mar. 26 Apr. 2 Apr. 9 Apr. 16 Apr. 23 Apr 30
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit outstanding .............. 435272 342.403° 489,362 442,025 444,123 440,353 446,724 449,550 459.936 489302
US. government securities”
2 Bought outright—System account® . ..., .. .. 390,797 395.076 402,513 397.200 397.580 397.056 401,320 400,719 401.155 402,513
3 Held under repurchase agreements ... .. 0778 10485 50.378 9.889 10,948 R.211 10,947 13512 21.072 50.378
Federal agency obligations
4 Bought outright ......... . ... ... RN 2011 1.994 1,970 2011 1,994 1,994 1.994 1,984 1.984 1.970
5 Held under repurchase agreemcnrs ........ 1,626 1.096 989 1,205 2,471 1.731 1.671 785 2.034 989
6 ACCEPUUICES . . vt e et 0 0 0 0 0 0 0 0 0 0
Loans to depository institutior
7 Adjustment credit . ... .. 8 3.943 28 1,154 9 2 2 104 1.161 28
8 Seasonal credit . .. 29 55 128 40 52 60 69 79 107 128
9 Extended credit . . 0 0 0 0 0 0 0 0 4] 0
10 Float . .......... . 684 -519' 24 212 644 906 58 1,594 592 241
11 Other Federal Reserve assets .. ...... e 29.339 30272 33115 30.308 30,424 30.393 30.603 30.768 31.830 33115
12 Gold stock .. ... oL L 11,051 [1.050 11051 11,050 11,050 11,054 11,052 11,052 10,052 11.051
13 Special drawing rights certificate account . S 9,400 9.200 9.200 9.200 9,200 9.200) 9.200 9.200 9.200 9.200
14 Tn.lsury currency outstanding . ... ... e 25.111° 25.173" 25,219 25,1427 25,157 25,173 25187 25,201 25215 25,229
AHSORBING RESERVE FUNDS
15 Currency in circulation ............. .. ... 41, 444.544" 446.630 444,185 4443337 446,057 447,526 447.005 446,243 446,630
16 Treasury cash holdings ..... 313 309 307 313 280 308 308 305 RIVC]
Deposits, other than reserve balances, with
Federal Reserve Banks
17 Treasury ... . ........... 5.258 5945 52,215 9.035 4.420 5.092 3.446 17.8%4 15,863 52215
18  Foreign ...... . ......... .. 229 916 169 163 162 230 161 178 156 169
19 Service-rclated halanccs and AdJLISIHILﬂl\ ..... 7.131 6,945" 7,090 7.029 7.069 6,945 6,961 7.021 7.108 7.090
200 Other ... cees 345 350 348 412 362 377 392 366 323 348
21 Other Federal Reserve labilities and capital .. .. 14,135 14.816 14977 14,498 14,515 14.369 14.861 14997 14,993 14977
22 Reserve halunces with Federal Reserve Banks® . 11,801 13.997° 13,104 11,787 18,356 12.427 18.507 7.244 20411 13,104
1. Amounts of cash held as reserves are shown in table 1.12, line 2. 3. Includes compensation that adjusts for the effects of inflaton on the principal of
2. Includes securities loaned—fully guaranteed by US. governmem securities pledged mflation-indexed securities.
with Federal Reserve Banks—and excludes securities sold and scheduled 1o be bought back 4. Excludes required clearing balances and adjustments to compensate for float.

under matched sale—purchase transactions.
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1.12 RESERVES AND BORROWINGS Depository Institutions’

Millions of dollars

Prorated monthly averages of biweekly averages
Reserve classification 1994 1995 1996 1996 1997
Dec Dec Dec Oct. Nov. Dec, Jan. Feb. Mar. Apr.

1 Reserve balances with Reserve Banks?. . ... .. . ... 24,658 20,440 13,395 12,800 12,895 13,395 11,710 11,455 11,515 12,309

2 Total vault cash’. 40,378 42,094 44,426 42,925 42,745 44,426 37.172 43,375 42,116 41,381

3 Applied vault (:a%h4 36,682 37,460 37,848 36,749 36,862 37,848 38,932 36,588 36,029 35,574

4 Surplus vault cash’ 1.696 4,634 6,578 6,175 5,883 6,578 8.240 6,788 6,087 5,806
5 Total reserves 61,340 57.900 51,243 49,550 49756 51,243 50.642 48,0413 47543 47,883
6 Required re\erves e e 60,172 56,622 49.819 48,556 48,721 49,819 49419 47.012 46,383 46,869

7 Excess reserve balanu:s at Reserve Banks’ . 1,168 1,278 1,424 994 1,035 1.424 1.223 1,031 1,160 1,014
8 Total borrowings at Reserve Banks 209 257 155 287 214 155 45 42 156 261

9 Seasonal borrowings .. ... 100 40 68 212 109 68 1% 21 37 88
10 Extended credit” ... ........ ¢ 0 0 0 0 0 0 0 0 0

Biweekly averages of daily figures for two week periods ending on dates indicated
1997

Jan. 1 Jan. 15 Jan. 29 Feb. 12 Feb. 26 Mar. 12 Mar. 26 Apr. 9" Apr. 23 May 7

| Reserve balances with Reserve Banks®. ... ..., 14,063 13,060 10.285 £1,052 11,817 11,341 11,269 12,620 12,516 11,496

2 Total vault cash’. . ... ... e 44615 46.140 48.679 45,130 41,948 42,841 41,665 41,640 40,986 41,838

3 Applied vault c 38,070 39,029 39.078 37,673 35.672 36,490 35,674 35916 35,359 35,566

4 Sueplus vault cash’®. 6,545 7,112 9.601 7458 6,276 6.351 5,991 5.724 5,627 6,272

5 Total reserves” . 52,132 52,089 49,363 48.724 47.489 47.831 46,943 48,536 47,874 47,062

6 Required reserves . 50,595 50,859 48.142 47 688 46,493 46,593 45,872 47,313 47,209 45,619

7 Excess reserve balances at Rescrve Banks” ... . 1.537 1.230 1,221 1,036 996 1.238 LO71 1,223 665 1.443

8 Total borrowings at Reserve Banks”. 143 33 32 34 50 35 194 344 228 219

9 Seasonal borm\\mﬁ's . . 64 1% 18 18 23 27 38 6l 86 127

10 Extended credit?. ..o o 0 0 0 4] 0 0 0 0 0 0

| Data in this 1able also appear i the Board’s H.3 (502) weekly statistical release. For
ordering address, see nside tront cover. Data are not break-adjusted or seasonally adjusted.

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

3. Total “lagged” vault cash held by depository institutions subject to reserve
requirements. Dates refer to the maintenance periods during which the vault cash may be used
1o satisfy reserve requirements. The maintenance peniod tor weekly reporters ends sixieen
days after the lagged computation period during which the vault cash 15 held. Before Nov. 25,
1992, the mantcnance period ended thinly days after the lagged computation period.

4. All vault cash held during the lagged computation period by “hound™ institutions (that
is, those whose required reserves exceed their vault cash) plus the amount of vault cash
applied during the mantenance period by “nonbound™ institutions (that is. thase whaose vault
cash exceeds their required reserves) to sasfy currenl reserve requirements.

S. Total vault cash (Line 2) less applied vault cash (line 3).

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

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

8. Also wcludes adjustment credit

9. Consists of borrowing at the discount window under the terms and conditions estab-
hished tor the extended credit program 10 help depository instituuons deal with sustamed
liquidity pressures. Because there is not the same need to repay such borrowing promptly as
with traditional short-term adjustment credit, the money market effect of extended credit is
similar to that of nonborrowed reserves.

1.13  SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS Large Banks'
Millions of dollars, averages of daily hgures
1997
Source and maturity
Mar. 3 Mar. 10 Mar. 17 Mar. 24 Mar. 31 Apr. 7 Apr. 14 Apr. 21 Apr. 28
Federal funds purchased. repurchuse agreements, und other
selected burrowings
From commercial banks in the United States
I For one day or under continuing contract 79,923 86,313 §1.310 80.216 84,271 93,667 89,857 83,122 78,170
2 Forall other maturttees .. ..o o 14,342 13.669 13,850 15140 15913 14,756 15,401 15,737 16,344
From other depository institutions. foreign banks and oft
mshtunons, and US. gavernment agencies
3 For one day or under continuing contract . . . . 17,779 18,779 18,299 18,498 20,288 22,338 21,674 16,614 16,375
4 For all other maturities . ... 19,713 19,461 20.268 18,569 18.487 17,924 19,014 21,350 25,144
Repurchase agreements on U.S. guvernment and federal
ARENCY SecUriies
Brokers and nonbank dealers in secunties
S For one day or under continuing contract ..... .......... 14,968 12,846 13,816 15,093 13,938 13,716 13,788 13,927 12,193
6 For all other maturities . ..................0 ... 35,645 36,676 37.758 35,299 37,965 34,876 37.558 39,659 41,519
All other customers
7 For one day or under continuing contract .. . . .. ... 42,364" 42,574° 44,828° 46,089" 40,9857 44,791 45877 46,373 46,792
8  Forall other maturities ... .ovvvviin e 13.916 . 14,055 14,068 19,462 14,479 13.762 14,138 14,200
MEMO
Federal funds loans and resale agreements in immediately
available funds in maturities of one day o1 under
(,'(Ulfllllllllg’ contract
9 To commercial banks in the Unped States. . ... . ....... 73,239" 70,633 73,036' 70,988" 76,602" 81,187 75.802 76,355 81,087
10 To all other specified customers” . ............. .......... 24,134 20,959 23,726 23,771 23,046 25,408 23.052 24,232 23.078

1. Banks with assets of $4 billion or more as of Dec. 31, 1988,
Data in this table also appear in the Board’s H.5 (507) weekly statistical refease For
ordering address, see inside front cover

2. Brokers and nonbank dealers in securities, other depository institutions, toreign banks
and official nstitutions, and U.S. government agencies



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments A’

Current and previous levels

Adjustment credut' Seasonal credn’ Extended credit’
Federal Reserve
Bank
On Effective date Previous rate On Effcctive dat Previ On Effective d; Previ
6/6/97 A 6/6/97 cetive & Tevious rate 6/6/97 cctive date TEVIOUS ratc
Boston ......... 5.00 2/1/96 525 5.60 6/5/97 5.60 6.10 6/5/97 6.10
New York. .. . 1/31/96
Philadelphia . 1/31/96
Cleveland . . . 1/31/96
Richmond. 2/1/96
Atlanta .. .. .. S 1/31/96
Chicago ......... 2/1/96
St. Louis. . . .. 2/5/96
Minneapolis .. .. .. 1/31/96
Kansas City .. .. .. 2/1/96
Dallas........... 1/31/96
San Francisco. . ... 5.00 1/31/96 525 5.60 6/5/97 5.60 6.10 6/5/97 6.10
|
Range of rates for adjustment credit in recent years®
TRange (or | FR. Bank Range (or | FR. Bank Range (or | F.R. Bank
Effective date level}—All of Effective datc level)—All of Effective date leveh)—All of
F.R. Banks NY. F.R. Banks N.Y. FR. Banhs N.Y.
In effect Dec. 31,1977 ........ 4 6 1981—Naow. 13-14 13 1988—Aug. 9 ....... e 6-6.5 6.5
13 13 1o 6.5 6.5
1978—Jan. 6-6.5 6.5 Dec. 12 12
6.5 6.5 1989-—Feb. 24 ...... .. ... ... 6.5-7 7
May 6.5-7 7 1982—July 11.5-12 11.5 27T .. 7 7
1 7 7 2 115 115
July 7-7.25 7.25 Aug. 11-11.5 11 1990—Dec. 6.5
1 7.25 7.28 1 It
Aug. 7.75 7.5 10.5 10.5 1991—Feb. 6
Sept. 8 g 10-10.5 10 6
Oct. 8-8.5 85 10 10 Apr. 5.5
8.5 8.5 Oct 9.5-10 95 May 5.5
Nov. 8.5-95 9.5 9.5 9.5 Sept. 5
9.5 9.5 Nov 9-9.5 9 5
9 9 Nov 4.5
1979—July 10 10 Dec 8.5-9 v 4.5
Aug. 10-10.5 10.5 8.5-9 8.5 Dec 35
10.5 105 85 8.5 35
Sept. 10.5-11 11
11 11 8.5-9 9 1992—July 2 ...... ... 3-35 3
QOct. 11-12 12 9 9 T oo 3 3
2 12 8.5-9 8.5
8.5 8.5 1994—May {7 . . ... L. 3-35 35
198(—Feb. 12-13 13 8 8 18 ... . 35 35
13 13 Auvg. 16 ... 3.5-4 4
May 213 13 1985—May 20 ............... 7.5-8 7.5 18 4 4
12 12 24 7.5 75 Nov. 15 ... 4-4.75 475
June 11-12 11 17 475 4.75
11 1 1986—Mar. 7 7-1.5 7
July 10-11 10 10 7 7 1995—Feb. 1. 4.75-5.25 528
10 ) Apr. 2i 6.5-7 6.5 9. 5.25 5.25
Sept. 11 11 23... 6.5 6.5
Nov. 12 12 July 11 6 6 1996—1Jan. 5.00-5.25 5.00
Dec. 12-13 13 Aug 21 5.5-6 5.5 Feb. 5.00 5.00
3 13 22 55 5.5
1981—May 13-14 14 In effect June 6, 1997 ... ... .. 5.00 5.00
S 14 14 1987—Sept 3 ... 5.5-6 6
| 6
| I

1. Available on a short-term basis 10 help depository 1nstitutions meet temporary needs for
funds that cannot be met through reasonable alternative sources. The highest rate established
for loans to depository institutions may be charged on adjustment credit loans of unusual size
that result from a major operating problem at the borrower’s facility.

2. Available 1o heip relatively small deposutory institutions meet regular seasonal needs fot
tunds that arise trom a clear pattern of ntraycarly movements in their deposits and loans and
that cannot be met through special industry lenders. The discount rate on seasonal credit takes
nto account rates charged by market sources of funds and ordinarily is reestablished on the
first business day of each two-week reserve maintenance period: however, it is never less than
the discount rate applicable to adjustment credit.

3. May be made available to depostory institunons when similar assistance is not
reasonably avarlable from other sources, including special industry lenders Such credit may
be pravided when exceptional circumstances (including sustained deposit drawns. impaired
access to money market tunds, or sudden deterioration n loan repayment performance) or
practices involve only a particular institution. or to meet the needs of institutions experiencing
difficulties adjusting to changing market conditions over a longer period (particularly at times
of deposit disintermediation). The discouat rate applicable to adjustment credit ordinarily is
churged on extended-credit loans oulstanding less than thirty days; however, a1 the discretion

of the Federal Reserve Bank, this tume period may be shortened. Beyond this initial peniod. 4
flexible rate somewhat above rates charged on market sources of funds is charged. The rate
ordinarily is recstablished on the first business day of each two-week reserve maintenance
period, but i is never less than the discount rate applicable to adjustment credit plus 50 basis
puinis.

4. For earlier daty, see the tallowing publications of the Board of Guvernoes 8anking and
Monetary Statistics. 1914-1941, and 1941 -1970: and the Annual Statistcal Digest, 1970—
1979.

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term adjustment-credit
borrowmgs by institutions with deposits of $500 million or more that had borrowed in
successive weeks of in more than tous weeks in a calendar quarter. A 3 percent surcharge was
m effect from Mar. 17, 1980, through May 7, 1980. A surcharge of 2 percent was reimposed
on Nov. 17. [980; the surcharge was subsequenily raised to 3 percent on Dec. S, 1980, and to
4 percent on May 5, 1981, The surcharge was reduced to 3 percent etfective Sept, 22, 19%1,
and to 2 percent effective Oct. 12. 1981, As of Oct. |, [98]. the formula for applying the
surcharge was changed from a calendar quarter to a moving thirteen-week period. The
surcharge was ehiminated on Nov. 17. 1981,
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS'

Requirement
Type of deposit
Pergentagé of Effective date
eposits
Net transaction accounts®
1 $0 million-$49.3 million® . .. ... ... e e 3 1/2/97
2 More than $49.3 million® ... i e e e e 10 1/2/97
3 Nonpersonal fime deposits™. . . .. ..o\ttt e e e e e 0 12/27/90
4 Eurocurrency labilities®. . ... o L e e 0 12/27/90

1. Required reserves must be held in the form of deposits with Federal Reserve Banks
or vault cash. Nonmember institutions may maintain reserve balances with a Federal
Reserve Bank indirectly, on a pass-through basis, with certain approved institutions. For
previous teserve requirements, see earlier editions of the Annual Report or the Federal
Reserve Bulletin. Under the Monetary Control Act of 1980, depository institutions
include commercial banks, mutual savings banks, savings and loan associations, credit
unions, agencies and branches of foreign banks. and Edge Act corporations.

2. Transaction accounts include all deposits against which the account holder is permitied
to make withdrawals by negotiable or transferable instruments, payment orders of wath-
drawal, or telephone or preauthorized transfers for the purpose of making payments to third
persons or othcrs. However, accounts subject to the rules that permit no more than six
preauthorized. automatic, or ather transfers per month (of which no more than three may be
by check, draft, debit card, or similar order payable directly to third parties) are savings
deposits, not transaction accounts.

3. The Monetary Control Act of 1980 requires that the amount of transaction accounts
against which the 3 percent reserve requirement applies be modified annually by 80 percent of
the percentage change in transaction accounts held by all depository institutions, determined
as of June 30 of each year Effective with the reserve maintenance period beginning January 2,
1997, for depository institutions that report weekly, and with the period beginning January 16.
1997. for institutions that report quarterly, the amount was decreased from $52.0 million to
$49.3 million.

Under the Gamn-St Germain Depository Institutions Act of 1982, the Board adjusts the
amount of reservable liabilities subject to a zero percent reserve requirement each year for the

succeeding calendar year by 80 percent of the percentage increase n the total reservable
liabilities of all depository institutions, measured on an annual basis as of June 30. No
corresponding adjustment is made in the event of a decrease. The exemption applies only to
accounts that would be subject to a 3 percent reserve requirement. Effective with the reserve
maintenance period beginning January 2, 1997, for depository institutions that report weekly,
and with the period beginning January 16, 1997, for institutions that report quarterly, the
exemption was raised from $4.3 million to $4.4 million.

4. The reserve requirement was reduced from 12 percent to 10 percent on
Apr 2, 1992, for institutions that report weekly, and on Apr. 16, 1992, for institutions that
report quarterly.

3. For institutions that report weekly, the reserve requirement on nonpersonal time deposits
with an original maturity of less than 114 vears was reduced from 3 percent to 14 percent for
the maintenance period that began Dec. 13, 1990, and to zero for the maintenance period that
began Dec. 27, 1990. For instituttons that report quarterly, the reserve requirement on
nonpersonal time deposits with an original maturity of less than 1% years was reduced from 3
percent to zero on Jan. 17, 1991,

The reserve requirement on nonpersonal tme deposits with an original maturity of 14
years or more has been zero since Oct. 6. 1983,

6. The reserve requirement on Eurocurrency liabilities was reduced from 3 percent (o zero
in the same manner and on the same dates as the rescrve requirement on nonpersonal time
deposits with an original maturity of less than 1 V2 years (see note 51.
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS!

Millions of dollars

1996 997
Type of transaction 1994 1995 1996
and maturity : I
Sept. Oct. Nov. Dec. Jan. Feb. Mar.
U.S. TREASURY SECURITIES’
Qutright transactions (excluding matched
transactions)
Treasury bills
1 Gross purchases. .. .... 17484 10,932 9,501 4] [ 6,502 0 0 O 0
2 Grosssales . ..., 0 0 0 0 0 0 4] 0 0 0
3 Exchanges ........ 376,277 398,487 426,928" 32791 38,661 34,037 M 40,346 33,997° 31770
4 For new bills . . N 376.277 398,487 426.928" 32.791 38.661 34,037 34,211 40,346 33,647 3,770
5 Redempuons ............ ... 0 900 0 0 0 0 0 0 0 0
Others within one year
6 Grosspurchases. ...t 1.238 390 5247 0 0 0 0 0 818 0
7 Gross sales. .. . o 0 0 0 0 0 0 0 0 0 0
8 Mawnity shifts 0 43.574 30,512 2,371 1,623 3.818 2,259 2481 5,086 3,143
9 Exchanges .. —21,444 | 307971 —41.394 -2.890 -1.770 ~-5.655 —1.950 - 550 —2.864 —1,534
10 Redemptions 0 0 2015 0 0 0 0 607 0 0
One 10 five years
Il Gross purchases. ...t o« 0 i 9.168 4.966 3.898" 0 0 0 (] 0 1,125 2.861
12 Grosssales. . . . S 0 0 0 0 0 0 0 0 0 0
13 Maturity shifts —6.004 -34,646 | —25,022" -2371 -1,623 -2,102 -2.259 -2,481 —4.926 -3,143
14 Exchanges . 17.801 22912 31,459 2,890 1.395 2716 1,950 550 1874 1.534
Five to ten years
15 Gross purchases. .. ... 3818 1.239 L116° 0 0 Q 0 0 0 0
16 Gross sales. IR 0 0 0 0 0 0 0 0 0 0
17 Maturity shif . AR -3.145 —3,093 ~5.469" 0 0 ~1,716° 0 0 1,236 0
18  Exchanges . ... i 2,903 8.266 6.666 0 375 1470 0 0 890 0
More than ten years
19 Gross purchases. . ....o.voviiie o 3,606 3122 1.655" 0 0 0 0 [¢] 0 1,117
200 Grosssales ... Lol L Lol L 4] 0 0 0 0 0 0 Q a 0
21 Mauwrity shifts e e e ~918 -2253 -20 0 0 ] 0 a —1,396 0
22 Exchanges .................. J 775 1,800 3.270 0 0 1,470 0 0 450 0
All maturities
23 Gross purchases ....... .. .o 35,314 20,649 17,094 0 0 6,502 Q 0 1,943 3978
24 Gross sales ... Q 0 0 0 0 0 0 0 0 0
25 Redemplions ................coeiiiiiiiiiai.. 2337 2,376 2,015 0 0 0 0 607 0 0
Matched transactions
26 Gross purchases. ... ... .......... C e 1,700,836 | 2.197.736 | 3.092,399' | 234992 268,304 227.577 272,117 285,667 | 250,867 288373
27 Gross sales . . ..ol o L | 1700309 | 22202030 | 3.094.7697 | 238.036 267.128 226,505 273,872 283240 | 254,741 288,073
Repurchuse agreements
28 Gross purchases  ............ ..o . 309.276 331694 457.568 36,014 33.836 36,383 85,924 74,422 48,805 60,425
29 Gross sales ...l 311,898 328,497 450,359 33,374 33,020 36,665 73,501 86,673 45,747 60.718
30 Net change in U.S. Treasury securities. ............. 20,882 17,175 19.918" —404 1.993 7.293 10,669 - 10,430 1.127 3,984
FEDERAL AGENCY OBLIGATIONS
Outright runsactions
31 Gross purchases e . 0 0 0 [ 0 0 0 0 0 0
32 Gross sales ... . 0 0 0 0 0 4 0 0 0 0
33 Redemptions 1,002 1,303 409° 27 63 [14] (2 187 27 17
Repurchase agreements
34 Gross purchases  ........iiiiieis L i 52,696 36,851 75,354 4,536 12,683 9,264 7,796 17.668 9,795 14,300
35 Gross sales oo Lo 52,696 36.776 74,842 4,436 11.051 9471 8,947 17.995 9,454 14830
36 Net change in federal agency obligations .. ....... .. —1.002 ~1.228 103" 73 1,569 =217 —1,163 —514 314 —547
37 Total net change in System Open Market Account . . . 28.880 \ 15,948 20,021 =331 3,562 7.076 9,506 —10,944 1,441 3,437
1. Sales, redemptions, and negative figures reduce holdings of 1he System Open Market 2. Transuctions exclude changes in compensation for the effects of inflation on the principal

Account: all other figures increase such holdings of inflation-indexed securities
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements'

Millions of dolars

Wednesday End of month
Account 1997 1997
Apr. 2 Apr. 9 Apr. 16 Apr. 23 Apr 30 Feb. 28 Mar. 31 Apr. 30
Consolidated condition statement
ASSETS
1 Gold ceruficate account. . ..... R 11,050 11052 11.052 11,052 11.051 11.051 11,050 11.051
2 Special drawing rights certificate account . . . 9.200 9,200 9,200 9,200 9,200 9,400 B.200 9.200
F3CoIn ..o 660 653 646 633 619 740 673 619
Loans
4 To deposttary institubiony .. ..o o oo P 62 71 183 1.268 156 36 3.998 156
5 Other ... . ...... R . 0 0 0 0 0 0 0
6 Acceptances held under repurchase a; 0 0 0 0 0 0 0 0
Federal agency obligattons
7 Bought outnght .. . . ... e e e 1.994 1.994 1.984 1,984 1.970 2011 1,994 1,970
R Held under repurchuse agreements. ... ... R 1738 1671 785 2,034 989 1,626 1.096 989
9 Total U.S. Treasury securities. ... .................... 405,267 412,267 414,231 422,227 452,891 401,575 405,561 452,891
10 Bought outright” F . 397.056 401,320 400,719 401.155 402513 390,797 395.076 402,513
I Bills ... . ool e 191.130 195393 195,165 195.601 195,034 188.850 159.149 195,034
Notes 154,527 154,527 154,154 154.155 156.079 151,665 154,527 156,079
51,399 51,399 51,399 51,399 51.399 50.282 51,399 51,399
821 10,947 13.512 21,072 50,378 10.778 10.485 50,378
1S Total loans and securities . ......... ........ Lo 409,055 416,003 417,183 427,512 456,006 405,249 412,649 456,006
16 Items 0 process of vollection. ... ..., o 7.876 6,537 7,891 7.009 6.294 4,404 1.955 6,294
17 Bank premises. . ... o e 1.242 1245 1.247 1,248 1.238 1,244 1,249 1,238
Other asscts N
I8 Denominated in foreign currencies’ ..................... 17,952 17.959 17,966 17973 17,420 (7917 17.950 17.420
19 Allothes® . ..., e e R 1177 11453 {1.576 12,695 14 606 (0,201 11,076 14,606
20 Total assels . .. ... ... il 468,212 474,102 476,761 487,325 516,434 460,209 465,803 516,434
LIABILITIES
21 Federal Reserve notes . . ... . . ... oL Ll 421,829 423300 422759 421.967 422329 417.504 420,357 422,329
22 Total deposits . .............. ... ... il 25,460 29,757 31.936 44,264 73,266 24,707 29,056 73,266
23 Depository institutions. ........ 19,761 25,757 13.508 27921 20534 18,876 21.845 20.534
24 US. Treasury—General account. 5.092 3446 17.8%4 15863 52.215 5.258 5945 52215
25 Foreign—Official accounts 230 161 178 156 169 229 916 169
26 Other ... 377 392 360 323 348 345 350 348
27 Deferred credit items. ... ....oooie Lo 6,559 6,184 7.069 6,102 5.862 3803 1,574 5,862
I8 Other liabilities and accrued dividends®. . ................. 4,553 4951 3.059 5.040 5551 4.69] 4.661 5.551
29 ‘Total liabilities . .... ............ ... ... ... 458,396 464,192 466.823 477,373 507.008 450,765 455,648 507,008
CAPITAL ACCOUNTS
30 Capual paid in. ... . L. ool o0 4,762 4,790 4,792 4,793 4,796 4,725 4.762 4.796
A Surplus. .. .o . . . 4,4% 4.496 4.496 4,496 3475 4414 4,496 4475
32 Other capmal accounts. ............ ... ... ol 358 624 650 663 155 305 898 155
33 Total liabilities and capital accounts. ......... ......... 468.212 474,102 476,761 487,325 516,434 460,209 465,803 516,433
Mimo
34 Markerable U.S. Treasury securities held 1n custody for
foreipn and international accounts . .................. 651.516 650613 653.295 646,761 648,245 644,307 653,897 648,245
Federal Reserve note stutement
35 Federal Reserve notes outstanding (issucd to Banks) 525.782 526,396 527,330 528.534 529,350 525,220 525,843 529,350
36 LESS: Held by Federal Reserve Banks. ... .. ... . . 103.958 103.096 104,571 106.567 107.022 107.657 105,486 107.022
37 Federal Reserve notes, net ........ ... ... ... ... 421,824 421300 422,759 421,967 422329 417,564 420,357 422329
Collateral held aganst nutes, net
38 Gold certificate account . .................... ... 11,050 11052 11,052 11,052 11,051 11,051 11,050 11.051
39 Special drawing rights certificate account 9.200 9.200 9.200 9,200 9.200 9,400 9,200 9.200
40 Other eligible assets .............. . 0 0 0 0 0 0 0 0
41 US. Treusury and agency secuniies. .. ......... ......... 401,574 403.049 402.507 401715 402.077 397,112 400,107 402,077
42 Total collateral . ............... .................... 421,824 423.300 422,759 421,967 422,329 417,564 420,357 422,329
|
1. Somec of the data in this table also appear in the Board’s H.4.1 (503) weekly statistical 3. Valued monthly at market exchange rates.
relcase. For ordering address, see inside tront cover. 4. Includes special tnvestment account at the Federal Reserve Bank of Chicago in Treasury
2. Includes securities Joaned—tully guaranieed by U.S. Treasury sccunties pledged with bills matuning within mnety days.
Federal Rescrve Banks—and includes compensation thar adjusts for the effects of inflation on 5. Includes exchange-translation account reflecting the monthly revaluation at market
the principal of inflation-indexed securities. Excludes securities sold and scheduled to be exchange rates of foreign exchange commitments.

bought back under matched sale—purchasc transactions,



.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holding

Millions of dollars

Federal Reserve Banks All

Wednesday End of month
Type of holding and maturity 1997 1997

Apr. 2 Apr. 9 Apr. 16 Apr. 23 Apr. 30 Feb. 28 Mar. 31 Apr. 30

I Totalloans. . ................................ 62 n 183 1,268 156 36 3,998 156

2 Within fifieen days'. ... . 20 22 171 1.260 106 25 3977 106

3. Sixteen days tominety days . ... L 42 49 12 8 50 11 21 50

4 Total US. Treasury securities® ... ... .. . $05.267 412,267 414231 422,227 452,891 390,797 405,561 452.891
5 Within filteen du_\sl ,,,,,,,,,, e 21717 19,251 28,381 36.593 68 449 5,442 23476 68.449

6 Sixteen diys to ninety days . ... Lo 94,717 95929 89,773 89,222 90.660 98.725 32382 90,660
7 Ninety-one days toonc year. . . ... ... 117,727 125,980 125,152 125487 120,653 117.893 118.849 120.653

8 One year to five years.. . 92.382 92.382 91,797 91,797 94.000 91,130 92381 94.000

9 Five years to ten years 36.608 36,608 37,011 37,011 37.012 36,607 36.608 37.012
10 More than ten years  .............o0 . e 42,117 42,117 42,117 42,117 42,117 41,000 42,117 42117
11 Total federal agency obligations .......... ... 3,725 3,665 2,76% 4,018 2,959 2,011 3,090 2,959
12 Within tifteen days'. ... 1.741 1.681 951 2,200 1.141 320 1,378 1.141
13 Sixteen days to ninety di e 760 760 604 604 604 455 500 604
14 Ninety-one days to one year. ... o oo, 293 293 313 313 327 245 281 327
15 One yearto five years........... ... .. .. ... 460 460 430 430 416 510 460 416
16 Five years to ten years . 447 447 447 447 447 457 447 447
17 More than ten yeurs. . ... i i 25 25 25 25 25 25 25 25

1. Holdings under repurchase agreements arc classified as maturing within fifteen days in

accordance with maximum maturity of the agreements.

2. Includes compensation that adjusts for the effects of mflation on the

inflation-indexed securitics

principal of
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120 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE!

Billions of dollars, averages of daily figures

19%6 1997
Item 1663 1994 1995 1996
Dec. Dec. Dec. Dec.
Sept. Oct. Nov. Dec Jan. Feb. Mar, Apr.
|
ADJUSTED FOR ) Seasonally adjusted
CHANGES IN RESERVE REQUIREMENTS"
1 Total reserves®....... ............. 60.55 59.40 56.39 50.06 St28 50.08 49.81 50.06 49.52 49.01 48.31 47.44
2 Nonborrowed reserves® 60.46 59.20 56.13 49.91 5091 49.79 49.60 4991 4947 348.97 48.16 47.17
3 Nonborrowed reserves plu~ ‘extended credit’ 60.46 59.20 56.13 49.91 50.91 4979 49.60 4991 49.47 48.97 48.16 47.17
4 Required reserves . R 59.48 58.24 55.11 48.64 50.24 49.08 48.78 48.64 48.29 47.98 4715 46.42
5 Monetary base® ..o e 386.88 | 41848 | 434.52 | 452.67 | 445.81 | 447.08 | 44937 | 45267 | 454.14 | 456.28" | 457.62 | 458.27
|
Not seasonally adjusted
6 Total reserves’ .. .. ..ottt 62.37 61.13 58.02 51.52 51.21 49.78 50.01 §51.52 50.67 48.12 47.69 48.09
7 Nonborrowed reserves..... . ....... 62.29 60.92 57.76 51.37 50.84 49.49 49.79 51.37 50.62 48.08 47.53 47.83
8§ Nonbarrowed reserves plus extended credit’ 6229 60.92 5776 51.37 50.84 49.49 49.79 51.37 50.62 48.08 47.53 47.83
9 Required reserves 6131 5996 56.74 50.10 50.17 48,78 4897 S0.10 49.44 47.09 | 46.53 47.08
10 Monetary base® ... . 350.59 | 42251 439.03 | 456.72 | 44549 | 44538 | 449.20 | 456.72 | 455.55 | 45256 | 155.26' | 45R.20
NOT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS'?
11 Total reserves'! .. .. ... 62.86 61.34 57.90 51.24 51.00 49.55 49,76 51.24 50.64 48.04 47.54 47.88
12 Nonborrowed reserves. . ............... 62.78 61.13 57.64 51.09 50.63 49.26 49.54 51.09 50.60 48.00 47.39 47.62
13 Nonborrowed reserves plus extended credit 62.78 61.13 57.64 51.09 50.63 49.26 49.54 51.09 50.60 48.00 | 47.39 47.62
14 Required reserves .................... 61.80 60.17 56.62 49.82 49.96 48.56 48.72 4982 49.42 47.01 46.38 46.87
15 Monetary base, e 397.62 | 427.25 | 444.45 | 46349 | 45172 | 45191 | 45590 | 463.49 | 46271 | 459.64 | 462.22° | 465.10
16 Excess reserves’ 1.06 117 1.23 1.42 1.04 .99 1.04 1.42 1.22 1.03 1.16 1.0l
17 Borrowings from the Federal Reserve 08 .21 26 16 27 .29 21 16 05 04 16 .26

1. Latest monthly and biweekly figures are available from the Board’s H.3 (502) weekly
statistical release. Historical data siarting in 1959 and estimates of the effect on required
reserves of changes in reserve requirements are available from the Money and Reserves
Projections Section. Division of Monetary Affairs, Board of Governors of the Federal Reserve
System, Washington, DC 20551.

2. Figures reflect adjustments for discontinuities, or
changes in reserve requirements. (See aiso table 1.10.)

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

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

5. Extended credit consists of borrowing at the discount window under the terms and
conditions established for the extended credit program to help deposilory institutions deal
with sustained liquidity pressures. Because there is not the same need 1o repay such
borrowing promptly as with traditional short-term adjustment credit. the money market effect
of extended credit is similar to that of nonborrowed reserves.

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

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

“breaks,” associated with regulatory

8. To adjust required reserves for discontinuities that are due 1o regulatory changes in
reserve requirements, a multiplicative procedure is used to estimate what required reserves
would have been in past periods had current reserve requirements been in effect. Break-
adjusted required reserves include required reserves against transactions deposits und nonper-
sonal time and savings deposits (but not reservable nondeposit liabilities).

9. The break-adjusted monetary base equals (1) break-adjusted total reserves (ltne 6), plus
2) the (unadjusted) cumency component of the money stock, plus (3) (for all quarerly
reporters on the “Report of Transaction Accounts, Other Deposits and Vault Cash™ and for all
those weekly reporters whose vault cash exceeds their required reserves) the break-adjusted
difference between current vault cash and the amount apphed to satsfy curment reserve
requirements.

10. Reflects actual reserve requirements, including those on nondeposit liabilities, with no
adjustments to eliminate the effects of discontinutties associated with regulatory changes in
reserve requirements.

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

12. The monetary base, not break-adjusted and not scasonally adjusted, consists of (1) total
reserves (linc 11), plus (2} required clearing balances and adjustments to compensate for float
at Federal Reserve Bunks, plus (3) the currency component of the money stock, plus (4} (for
all quarterly reporters on the “Report of Transaction Accounts, Other Deposits and Vault
Cash” and for all those weekly reporters whose vault cash exceeds their required reserves) the
difference between current vault cash and the amount applied to satisfy current reserve
requirements. Since the introduction of contemporaneous reserve requirements m February
1984. currency and vault cash figures have been measured over the computation periods
ending on Mondays.

13. Unadjusted total reserves (line 11) less unadjusted required reserves (line 14).
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121 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES'
Billions of dollars. averages of daily figures
1997"
1993 1994 1995 1996
lem Dec. Dec. Dec. Dec.
Jan. Feb. Mar, Apr.
Seasonally adjusted
Measures®
1.129.8 1,150.7 1,129.0 1,081.0 1079.7 1,080.6 1,075.2 1.065.2
3.486.6 3,502.1 3,655.0 3,833.0¢ 3.849.7 3,866.0 3,882.4 3.9041
42544 4,328.7 4,594.8 4,927.7" 4,950.1 4,987.3 5,015.7 50529
5.167.8 5,309.8 5,699.8’ 6,058.1" 6.073.6 6,124.5 6,167.7 n.a.
12.514.6 13.156.4 13,8753 14,622.0 14,6633 14,722.9 14.786.3 n.a.
M1 components
6 CUmmency” . ... .. e 3222 3544 372.6 395.2 397.0 400.5 4024 4()% 7
7 Travelers checks® B 79 8.5 8.9 8.6 8.6 8.6 8.5
8 Demand deposits™ . 385.2 384.1 3911 402.4 401.7 404.2 402.8 395 ?
9 Other checkable depocm 414.5 403.8 356.5 2748 272.5 267.3 261.6 257.9
N()ntrun\u: Hon (um[hmml\
10 In M2 2,356.8 2,351.4 2.526.0 2,752.0° 2,769.9 27854 2.807.2 2.838.9
TE I M3 omly® 767.8 326.6 939.8 1,094.6° 1,100.4 11213 333 1,148.8
Commercial banks
12 Savings deposits, mcludmg MMDAs. . 785.2 752.4 776.0 903.9 9140 921.1 934.2 949.8
13 Small time deposits’ . e 468.3 503.2 576.0 592.0 592.5 593.4 595.8 598.5
14 Large time deposits'™ 1. ... . 2719 298. 3447 410.4 410.3 416.0 424.8 436.4
Thrift institutions
IS Savings deposits, mc]udlng MMDASs..................... 434.0 397.2 361.1 367.1 368.5 369.4 370.1 3735
16 Small time deposns ........... BN 3143 3143 357.7 3524 3525 3528 3493 3479
17 Large time deposits'® ............ ... . i 615 64.7 75.1 79.2 81.1 81.9 82.0 82.5
Money market mutual funds
I8 Retail ... ... 354.9 384.3 455.2 536.6 542.4 548.7 5578 569.2
19 Ingtitution-only. ... L 209.5 198.5 2469 2993 296.3 305.4 3118 3116
Repurchase agreements and Euwrodollars
20 Repurchase agr[‘cmcnls' 158.6 182.9 182.1 193.0° 196.4 200.3 198.7 200.3
21 Burodollars™ ... .. . 66.4 82.1 91.0 112.7° 116.4 117.8 116.1 117.9
Debr components
22 Federal debt....... ... ... ... . . il 33233 3,492.2 3.638.8 3.780.4 3,778.6 3.784.2 3,799.1 n.a.
23 Nonfederal debt. ... ... ... 9.191.2 9.664.2 10.236.6 10.841.6" 10.884.7 10,938.7 10,987.2 n.a.
Not seasonally adjusted
Measures®
1., 1.153.7 1.174.4 1,152.8 1,103.0 1,086.0 1.066.4 1,067.2 1,071.7
3,506.6 35225 3,675.3 38515 3.851.4 3,850.3 3,887.3 39211
4,274.8 43488 4,614.3 49447 4.955.7 4.978.5 5.022. 5,060.6
5.197.7 5,340.2 57317 6,086.4" 6,086.4 6.119.5 6,183.9 na.
12,516.6 13,158.0 13.875.8 14,621.3" 14,643.3 14.683.7 14,756.0 n.a.
M1 components
29 CUFTENCY™ . . oottt 324.8 357.5 376.2 3979 395.6 397.7 401.0 4034
30 Travelers checks® 7.6 8.1 8.5 83 8.2 8.3 8.2 8.2
31 Demand deposits™ .. . 401.8 400.3 407.3 418.8 405.6 394.6 396.0 396.3
32 Other checkable deposn 4194 408.6 360.8 278.0 276.5 2658 262.0 263.9
Nontr gnsac tion components
33 I M2T 2,352.9 2,348.1 25226 2,748.5° 2,7654 2,7839 2.820.1 2.849.4
34 I M3only® Lo 768.2 8263 939.0 1,093.2° 1,104.4 1,1282 1.135.3 1.139.5
Commercial banks
35 Savings deposits, muludmg MMDAs....... 784.3 7517 775.3 902.9 908.9 915.4 935.1 951.3
36 Small time deposits” . ... 466.8 501.5 573.8 589.8 591.7 593.8 597.3 600.3
37 Large time deposits'™ "1 2720 2989 345.7 411.9 406.7 4143 4240 4324
Thrift institutions
38 Savings deposits, mcludmg MMDAS. ..............o0.. 4334 396.8 360.8 366.7 366.5 367.1 370.5 374.0
39 Small time deposits’ ... ... ... .. 3133 3132 356.3 351.1 3521 3531 350.2 349.0
40 Large time deposits™” ... L 415 64.8 75.4 795 80.4 816 81.8 81.7
Money market mutual funds
41 Retail ..o 355.0 385.0 456.3 538.1 346.2 554.6 567.1 574.8
42 Tnstitution-only ..., s 210.6 199.8 248.2 300.5 3.8 315.5 3164 309.2
Repurchase agreements and Eurodollars
43 Repurchase agreements'? 156.6 179.6 178.0 187.8" 194.4 197.7 196.0 199.1
44 Burodollars™ . .. 67.6 832 91.8 113.5 118.1 119.1 117.2 117.1
Debt components
45 Federal debt ... ... ... ... .ol 33295 3,499.0 364590 37879 37734 3,783.0 3.815.4 n.a.
46 Nonfederaldebt.. ... .. ... ........ .. ................ 9,187.1 9,659.0 10.229.8 10.833.4" 10.869.9 10,900.8 10,940.6 na

Footnotes appear on following page.
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NOTES TO TABLE 1.21

1. Latest monthly and weekly figures are available from the Board’s H.6 (508) weekly
statistical release. Historical data starting in 1959 are available from the Money and Reserves
Projections Section, Division of Monetary Affairs. Board of Governors of the Federal Reserve
System, Washington, DC 20551.

2. 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 depositary institutions, the U.S. government, and
foreign banks and official institutions. less cash ttems in the process of collection and Federal
Reserve float, and (4) other checkabie depasits (QOCDs), 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 seasonally adjusted separately

M2: Mt plus (1) savings deposils (including MMDAs), ¢2) small-denomination time
deposits (time deposits—including retail RPs—m amounts of less than $100.000), and (3)
balances in retail money market mutual funds (money funds with nunimum initial invest-
ments of less than $50,000). Excludes individual retirement accounts (IRAs) and Keogh
balances at depository institutions and moeney market funds. Seasonally adjusted M2 is
calculated by sumrmung savings deposits. small-denominanon ime deposits. and retail money
fund balances, each seasonally adjusted separately. and adding this resull to seasonally
adjusted M.

M3: M2 plus (1) large-denomination time deposits (in amounts of $100,000 or more)
issued by all depository institutions, (2) balunces in institutional money funds (money funds
with minimum initial investments of $50,000 or more), (3) RP liabilities (overnight and term)
issued by all depository institutions, and (4) Eurodollars (overnight and term) held by U.S.
residents at foreign branches of U.S. banks worldwide and at all banking offices in the United
Kingdom and Canada. Excludes amounts held by depository institutions., the U.S. govern-
ment. money market funds, and foreign banks and officiul institutions. Seasonally adjusted
M3 is calculated by summing large time deposits, institutional money fund balances, RP
liabilities, and Eurodollars, each seasonally adjusted separately, and adding this resuit to
seasonally adjusted M2,

L: M3 plus the nonbank public holdings of US. savings bonds. short-term Treasury
securities, commercial paper, and bankers acceptances. net of maney market fund holdings of

these assets. Seasonally adjusted L is computed by summing U.S. savings bonds, short-term
Treasury securities, commercial paper, and bankers acceptances, each seasonally adjusted
separately, and then adding this result to M3,

Debt: The debr 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
corporale bonds, consumer credit, bank loans. 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 data have been smoothed into the series) and
month-averaged (that is, the data have been derived by averaging adjacent month-end levels).

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

4. Qutstanding amount of U.S. dollar-denomunated travelers checks of nonbank issuers.
Travelers checks issued by depository institutions are included 1n demand deposits.

S. Demand deposits at commercial banks and foreign-related institutions other than those
owed to depository institutions, the U.S. government, and foreign banks and official institu-
tions. less cash items in the process of collection and Federal Reserve float.

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

7. Sum of (1) savings deposits (including MMDAS). (2) small time deposits, and (3) retail
money fund balances.

& Sum of (1) large time deposits, (2) institutional money fund balances. (3) RP liabilities
(overnight and term) issued by depository institutions, and (4} Evrodollars (overnight and
term) of U.S. addressees.

9. Small time deposits—including retail RPs—are those issued in amounts of less than
$100.000. All IRAs and Keogh accounts at commercial banks and thrift institutions are
subtracted from small time deposits.

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

1. Large time deposits at commercial banks less those held by money market funds,
depository institutions, the U.S. government, and foreign banks and official institutions.

12. Includes both overnight and term.
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1.22 DEPOSIT INTEREST RATES AND AMOUNTS OUTSTANDING Commercial and BIF-insured saving banks'

1996 1997
Item 1995 1996
i Dec. Dec.
Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar." Apr.
Interest rates (annual effective yields)
INSURED COMMERCIAL BANKS
1 Negotiable orderyn\f withdrawal accounts® . . . . .. 191 n.a. 1.91 1.90 1.91 1.98 na. n.a. na. n.a. n.a.
2 Savings deposits™ ... Lo 310 n.a. 2.86 2.84 2.85 2.85 na. n.a. n.a. na, n.a.
Interest-bearing time deposits with balances of
less than $100.000, by maturity
371009 days Lo 4.10 4.03 4.17 4.11 4.11 4.08 4.03 4.03 4.05 4.02 4.0]
4 9210 182days ........... - 4.68 4.63 4.60 4.61 4.60 4.60 4.63 4.63 4.62 4.67 472
5 183 daysto | year ......... - 5.02 5.00 5.00 5.04 5.02 4.99 5.00 5.01 5.02 5.08 513
6 More than | year to 2!/ years . - 5.17 5.22 5.25 5.29 5.27 5.23 522 525 527 5.36 544
7 More than 2'2 years ...ooooiiiiii il 5.40 5.46 5.50 5.54 5.52 5.48 5.46 5.49 5.51 5.61 3.70
BIF-INSURED SAVINGS BANKS4
8 Negotiable ordcr’qf withdrawal accounts” . .. .. 1.91 n.a. 1.81 1.84 1.90 1.92 na. n.a. n.a. n.a, n.a.
9 Savings deposits™ ... 298 n.a. 2.86 2.84 2.80 2.82 na. na. na. n.a. na.
Interest-bearing nme deposits with balances of
less than $100,000, by maturity
10 7 to 91 days 4.43 4.66 4.64 4.59 4.64 4.67 4.66 4.75 4.73 4.78 4.81
11 92 to 182 days . . 4.95 5.02 5.06 5.11 5.08 5.03 5.02 5.05 5.04 5.05 5.12
12 183 daysto I year .......... . 5.18 5.28 5.26 533 5.32 5.29 5.28 5.31 5.31 534 5.39
13 More than | year to 212 years . o 5.33 5.53 5.59 5.61 5.60 5.56 553 558 5.59 5.66 572
14 More than 2V2 years ....................... 5.46 572 5.80 5.82 5.79 5.76 5.72 517 5.78 581 5.85
Amounts outstanding (millions of dollars)
INSURED COMMERCIAL BANKS
15 Negotiable orderzc%f withdrawal accounts” ... ... 248,417 n.a. 190,696 190.033 188,803 167,503 na. na. n.a. n.a. na.
16 Savings deposits™ ... ... ..., .. | 776,466 na. 860,719 | 852336 | 859.524 | 896.820 na. na. na. n.a. n.a.
17 Persomal ...... ... ... ... ... .. ... .. ... 615,113 n.a. 683.081 675,576 680,596 713,672 na. n.a. n.a. n.a. n.a.
18  Nompersonal .............c.coiiiiiia. 161,353 na. 177.638 176.759 178.928 183,148 n.a. n.a. n.a. n.a, na.
Interest-bearing time deposits with balances of
less than $100,000, by maturity
19 709l days ... 32,170 32,931 32,907 32,695 32.428 32,044 32,931 32,799 32,796 34979 34,669
20 92 to 182 days e 93,941 92,301 91,235 91.167 91,195 92,503 92,301 94,955 95,235 94,010 92,515
21 183 daysto lyear .............. ... .. ..... 183,834 201,449 200,038 200.008 199,397 201,281 201,449 201,491 202,329 202,805 205,864
22 More than | year to 2l years ............... 208,601 213,198 209,618 211,234 213,012 214,405 213,198 213,875 212970 213,921 215,925
23 More than 24 years ......... ... ... 199,002 199,906 199,755 198,324 199.126 198.539 199.906 198,077 197,958 197,061 196,238
24 IRA and Keogh plan deposits .. .............. 150,067 151,275 151,048 151,309 151,276 151,389 151,275 150,442 150,356 150,467 149,610
BIF-INSURED SAVINGS BANKS4
25 Negotiable order_of withdrawal accounts? .. .. .. 11,918 n.a. 10,682 9,838 9,938 9,710 n.a. na. n.a. n.a. n.a.
26 Savings dep()silsz‘ . 68.643 na. 67,431 67,980 67,975 68,102 na. n.a. na. n.a. n.a.
27 Personal ..... .. 65,366 n.a. 63,927 64,425 64,326 64,369 n.a. n.a. n.a. na. n.a.
28 Nonmpersonal ...t 3,277 na. 3.504 3.555 3,649 3.733 na. n.a. n.a. na. n.a.
Interest-bearing time deposits with balances of
less than $100.000, by maturity
29 71090 days ... 2,001 2,428 2,316 2,540 2503 2,405 2428 2,542 2,535 2,561 2,550
30 92 10 182 days .. 12,140 13,013 13,440 13,474 13.300 13,074 13,013 13,112 13.099 12,749 12,716
31 183 days to | year. . 25,686 28,792 29,339 29,383 29,659 29,329 28,792 29,503 29,510 29,572 29,562
32 More than | year to 2! .. 27,482 29,095 26,199 27,192 28,063 28,573 29,095 29,163 29,699 30,164 30,702
33 More than 22 years ... ... 22,866 22,254 22,477 22,348 22,156 21,823 22254 21,828 21.877 21977 22,172
34 ]RA and Keogh plan accounts. ... ... ........ 21,408 21,365 21,052 21,002 20,983 20,627 21,365 20,405 20,423 20,489 20,496
1. BIF, Bank Insurance Fund. Data in this table also appear in the Board’s H.6 (508) 2. Owing to statistical difficulties associated in part with the implementation of sweep
Special Supplemeatary Table monthly statistical release. For ordering address, see inside accounts, estimates for NOW and savings accounts are not available beginning December
front cover. Estimates are based on data collected by the Federal Reserve System from a 1996.
stratified random sample of about 425 commercial banks and 75 savings banks on the last day 3. Includes personal and nonpersonal money market deposits.
of each month. Data are not seasonaily adjusted and include IRA and Keogh deposits and 4. Includes both mutual and federal savings banks.

foreign currency-denominated deposits. Data exclude retail repurchase agreements and depos-
its held in U.S. branches and agencies of foreign banks.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities'
A. All commercial banks
Billions of dollars
Monthly averages Wednesday figures
Account 1996 1996 1997 1997
Apr. Oct. Nov. Dec. Jan Feb. Mar. Apr. Apr. 9 Apr. 16 Apr. 23 Apr. 30
Seasonally adjusted
Assels
I Bank credit........... ... ... oL 3,667.6 317182 37445 3,808.0 38471 3.869.0 3.905.0 38884 3.902.1 39039 39353
2 Securities in bank credit 990.4 969.2 980.1 1,005.0 1.020.8 LOt4.6 1,033.7 10329 1.035.8 10316 1.038.6
3 U.S. government securities |, 7078 7034 7072 706.7 7041 7083 TS 7202 7205 TR 7296
4 Other securities .. ...... 2826 2659 2729 298.3 3167 3064 311.2 3128 3153 3098 309.1
5 Loans and leases in bank credit 26712 27489 2,764.4 2.803.0 2.826.3 28544 2.871.3 28555 2.866.4 28723 2,896.7
6 Commercial and industrial .. ... 7321 770.6 7747 787.1 796.6 802.1 808.9 8034 810.6 810.1 814.0
7 Realestate ................. . 100 1,115.6 11215 11344 1,1404 1,153.8 1.162.6 1.160.4 1.160.1 1,163.1 1,168.1
8 Revolving home equity ..., ... 80.1 833 84.3 85.7 86.5 879 89.2 88.7 89.1 894 898
9 Other ...........oiu0 1.020.0 10322 10373 1.048.7 1,053.8 1,065.9 10734 10717 1071.0 1,073.7 1,078.3
10 Consumer. 504.7 5195 5217 5232 523.0 5217 519.5 5186 519.2 519.1 521.1
11 Security?. . ... 85.0 76.9 779 834 84.7 88.8 89.5 86.8 87.7 89.8 95.1
12 Other loans and leases. 2553 2664 268.6 2750 2817 2880 290.9 286.3 288.7 290.2 2984
13 Interbank loans 2089 204.6 2122 1979 204.0 219.7 2159 2115 213.1 2228 2140
14 Cash assets® . .. 2214 226.1 2327 2311 2310 236.3 2425 243.1 2338 2483 2470
15 Other assets® ..................... 2406 2533 2598 2620 273.1 2821 2819 284.1 280.0 2814 2822
16 Total assets® .................... 42814 4,345.5 4,392.5 44429 4499.2 4,551.2 4,589.1 4,5709 4,572.8 4,600.1 46221
Liabilities
17 Deposits .. ... 27122 27742 2.804.8 28320 28464 2,.872.0 29064 2.945.0 2,936.5 2965.5 29345 29483
18  Transaction. . ... 764.6 7127 715.1 7129 709.6 701.0 698.5 701.8 684.3 704.5 7017 719.2
19 Nontransaction 19476 20615 2,089.7 2,119.1 21367 21710 22079 22432 22523 2,261.0 22328 22291
20 Large time .............. N 4337 479.6 489.4 5077 5187 5352 5418 559.2 5599 561.2 559.1 560.3
21 Other .. e 15139 15819 1,600.3 1611.5 1,618.0 16358 1,666.1 1,684.0 1,692.3 1.699.8 1,673.7 1.668.8
22 Borrowings .......... . 706.4 689.4 7092 707.2 7278 7429 759.2 773.6 7674 766.9 7776 1.2
23 From banks in the U.S 3014 292.0 303.2 3069 3022 307.3 315.7 3155 3238 309.5 3126 3i94
24 Fromothers.................... 405.0 3974 406.0 400.3 425.6 435.7 4434 458.1 4436 457.4 4649 417
25 Net due 1o related foreign office: 258.0 2442 238.1 2314 2229 218.6 2104 212.9 2154 1919 2266 2179
26 Other liabilities ................ .. 2262 2427 2537 262.6 2720 289.8 2804 270.3 2737 267.5 268.5 27122
27 Total liabilities ................. .. 39028 3,950.6 4,005.9 4,033.2 4,069.0 41234 4,156.3 4,201.8 41929 4191.7 42071 4,229.7
28 Residual (assets less liabilities)’ . . .. .. 378.6 395.0 386.6 386.7 3739 3758 3949 3873 3780 381.0 393.0 3924
Not seasonally adjusted
Assets
29 Bank credit .......... ... .. ... 3.667.3 37198 37488 37715 3,800.3 3.840.0 3,859.6 3,904.6 3.884.1 3.904.5 39022 39380
30 Securities in bank credit ......... 992.6 969.1 978.7 9754 996.1 10174 10174 1,036.3 1.038.8 1,038.0 1,031.2 1.040.8
31 U.S. government securities . . . . .. 7105 703.9 7076 7023 700.7 7028 7129 725.2 724.1 724.3 7230 7309
32 Other securities . ............. 2820 2652 2712 2731 295.5 346 304.6 31L1 3147 3136 3083 3099
33 Loans and leases in bank credit® .. 26747 2750.7 27700 2,796.1 28102 21806 2,842.1 2,868.3 28453 2.866.5 28710 28972
34 Commercial and industrial .. .. .. 738.6 767.0 7728 7809 784.8 796.2 804.7 816.2 8075 818.0 8187 823.5
35 Realestate .................. 1,095.9 L1187 11258 1,1327 11364 1.137.3 11479 1,158.1 11556 1,156.5 1,1584 11636
36 Revolving home equity . . ... 795 839 847 85.5 85.7 86.1 87.1 88.5 87.6 88.3 889 89.5
37 Other ........ ... ... ..., L0t6.4 1.034.8 L0411 1.047.3 1,050.7 1.051.2 1.060.8 1.069.6 1,068.0 1.068.3 1.069.5 10741
38 Consumer C 5024 519.7 522.1 5275 528.8 5236 5171 517.0 5141 5164 518.0 5204
39 Security’. ... ... 862 76.7 79.3 810 826 858 8R4 90.0 852 89.7 90.7 96.5
40 Onther Joans and leases.. ....... 2517 268.6 2700 2740 2776 27196 284.1 2870 2830 285.9 285.1 2932
41 Interbank loans ............. . 207.8 199.4 2165 2133 2076 208.3 216.2 2143 216.3 216.1 21411 2079
42 Cash assets® . . .. . P 2172 227.1 2397 2469 2414 2322 2273 2379 2319 2350 2382 2476
43 Other assets’ ................. 2381 250.8 2586 269.0 2626 2129 2774 279.5 2793 277.2 276.4 285.0
44 Total assets® ..................... 42734 4,340.5 4,406.8 4,444.1 4,462.1 4,497.5 4,524.5 4,580.1 4,555.5 4,576.7 4,574.7 4,622.2
Liabilities
45 Deposits . . . 27127 2,7790 28218 2,863.9 2.8503 2,857.2 28052 29423 29471 29789 2907.1 29369
46 Transaction. . ... 7684 7104 7252 7457 721.0 694.1 686.3 705.0 690.7 7243 687.8 7180
47  Nontransaction 19443 2,068.6 2,096.5 21182 21293 2,163.1 2,208.8 22373 22563 2254.6 22193 22189
48 Large time . .. 4317 485.0 4939 507.8 5154 533.1 541.3 555.1 5526 555.1 556.5 559.6
49 Other ..... 15126 1,583.6 1,602.6 16103 16139 16299 16676 1,682.2 1,703.7 1.699.5 1,662.8 1.659.2
50 Borrowings .......... 706.2 681.8 699.0 699.5 7220 727.1 7389 7741 748.9 769.1 787.2 798.6
51 From banks in the U.S. 300.8 2854 2970 301.6 2964 2953 303.8 314.1 3118 3113 3126 3206
52 Fromothers................ 4054 3964 402.0 3979 4257 431.8 4352 459.9 4371 457.8 4747 4780
53 Net due to related foreign offices . .. .. 255.8 2458 2352 230.1 2333 2294 2193 211.2 203.9 182.4 2279 2295
54 Other liabilities ............... ... 2260 2418 257.5 258.5 269.2 917 278.5 270.6 2742 267.4 2669 2748
55 Total liabilities ................. .. 39008 39484 40134 4,051.9 4,074.8 41054 41319 4.198.1 4,174.1 41979 4,189.1 4239.7
56 Residual (assets less habilities)’ . . .. .. 3726 392.0 3934 392.1 3R7.3 392.1 3926 382.0 3814 378.8 385.6 3824
MEMO
57 Revaluation gains on off-balance-sheet
items® L o na. 624 65.5 69.3 89.0 1028 920 91.9 96.6 933 88.0 91.3
58 Revaluation losses on off-balance-
sheet items® . ......... ... ..., na 58.3 604 64.3 848 98.1 86.3 872 90.5 89.2 836 87.6

Footnotes appear on page A21.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities'—Continued
B. Domestically chartered commercial banks
Billions of dollars
Monthly avcrages Wednesday figures
Account 1996 1996 1997 1997
Apr. Oct. Nov. Dec Jan. Feb. Mar. Apr Apr. 9 Apr. 16 Apr. 23 Apr. 30
Seasonally adjusted
Assets
1 Bank credit. .. ... ... ... . ... .. 3,2139 3,237.7 3,250.7 3,267.4 3,291.1 33145 3,340.7 33675 3,360.2 3.365.4 3.369.2 3.379.6
2 Sccurities in bank credit . . .. 844.5 820.7 822.3 8249 8349 8442 8423 856.2 8574 859.2 857.1 854.3
3 U.S. government securities .. 635.2 620.7 620.1 618.9 624.9 6189 625.0 635.0 6334 635.0 635.9 637.1
4 Other securities ............... 209.3 1999 202.1 206.0 209.9 2253 217.4 2212 224.0 224.1 221.1 2172
5 Loans and leases in bank credit® . . . . .. 2,369.5 24170 24284 24425 2.456.3 24703 24984 25113 2,502.8 2,506.3 2,512.2 2,525.3
6 Commercial and industrial . . 5459 5648 566.6 570.8 572.2 578.4 584.3 590.2 586.1 591.0 590.8 594.2
7 Realestate ............... 1 0664 1,082.8 1.089.1 1,095.8 1,102.4 1,108.0 1,121.8 1,130.6 1.128.7 1,128.1 1,130.8 1,136.3
8 Revolving home equity . 833 84.3 85.3 85.7 86.5 87.9 892 83.7 89.1 89.4 89.8
9 Other ............... 986 ? 999.5 1.004.8 10105 1.016.8 1,021.5 1,033.9 10414 1.040.0 1,038.9 1,041.4 1.046.6
10 Consumer . . 304.7 5195 521.7 5227 523.2 523.0 521.7 5195 518.6 519.2 519.1 521.1
11 Security®. ... ... .. 52.8 44.0 429 43.6 453 45.1 493 46.5 484 451 47.0 447
12 Other loans and leases. 199.6 206.0 208.2 209.6 2132 2159 2212 224.5 221.0 2229 224.5 229.0
13 Interbank loans .......... 186.8 1840 192.0 182.3 174.6 181.6 194.8 195.1 192.1 197.4 200.9 190.3
14 Cash assets® ... .. 195.0 1964 201.8 199.8 199.9 197.8 203.5 2093 210.1 201.7 214.3 2125
15 Other assets® ................o..... 195.8 2196 2236 232.1 2233 231.0 2399 2415 242.8 240.6 240.4 242.0
16 Total assets® .................... 3,734.5 3,781.1 3.811.6 3.825.2 38329 3.869.1 3,923.2 3,957.4 3.949.2 3,949.1 3,968.8 3.968.3
Liabilities
17 Deposits ... ... 2,541.1 2,576.8 2,600.9 2,612.5 2,619.4 2.631.2 2,659.2 2,682.2 2,674.6 2,700.4 2,671.4 2,683.5
18 Transaction........ 754.3 702.3 704.9 702.7 699.2 691.1 687.7 690.7 673.0 693.4 690.4 708.2
19 Nontransaction 1,786.8 1,8745 1.896.0 1,909.8 1,920.2 1,940.1 19715 1,991.5 2,001.6 2,007.0 1,980.9 1,975.2
20 Large time .. .... 275.7 2952 2994 302.6 302.3 306.6 308.5 311.3 312.3 311.5 310.1 311.8
21 Other ....... ... 1,511.1 1,579.3 1.596.6 1,607.3 16179 1.633.4 1,663.1 1,680.2 1,689.2 1,695.5 1,670.8 1,663.5
22 Borrowings .......... 571.8 5725 584.1 585.9 5973 599.0 617.9 632.0 632.1 622.0 638.1 641.9
23 From banks in the U.S. 264.5 2602 270.5 274.5 2745 273.4 280.9 282.3 289.8 2738 282.9 285.8
24  Fromothers ............. 3133 3123 313.6 3115 3228 3256 337.0 349.7 3422 348.2 355.1 356.1
25 Net due to related foreign offices .. 85.8 76.5 71.0 69.1 72.0 782 68.2 177.5 74.4 65.3 89.7 84.6
26 Other liabilities . .................. 152.8 168.1 173.8 1797 1821 190.3 187.1 179.0 182.8 178.6 178.9 175.4
27 Total Habilities 3,357.6 3.3939 3.429.7 3,447.3 3,470.8 3,498.7 3,532.4 3,570.6 3.563.8 3,566.3 3,578.1 3,585.3
28 Restdual (assets less liabilities)?. ... .. 376.9 387.2 381.9 3719 362.1 3704 390.8 386.7 3854 382.8 390.7 382.9
Not seasonally adjusted
Assets
29 Bank credit ................... 32146 3,240.7 3.2554 3,2704 32924 3,306.7 33314 3,366.9 3.353.8 3,368.7 3,368.3 3,3824
30 Securities in bank credit 847.1 8207 821.2 8174 830.1 839.8 844.4 858.2 859.9 862.3 857.7 855.5
31 U.S. government securities 638.7 6218 620.6 617.2 618.0 615.8 626.6 638.2 637.6 639.6 638.8 638.5
32 Other securities ......... 208.4 198.8 200.7 200.2 21211 2240 217.7 220.0 2223 222.7 2189 217.1
33 Loans and leases in bank credit? . . 2.367.5 2,420.0 2,434.1 2,453.0 2.462.3 2,466.9 2,487.0 2,508.7 2,493.9 2,506.4 2,510.7 2,526.9
34 Commercial and industrial . . 351.8 5624 564.9 567.4 570.0 578.1 587.3 596.8 590.4 5974 598.3 602.8
35 Real estate  ............. 1,062.7 1,085.8 1.092.9 1.100.5 1.104.4 1.104.9 1,115.8 1, 1266 1.124.2 1, 1249 1,126.6 1.132.3
36 Revolving home equity . 79.5 839 84.7 85.5 85.7 86.1 87.1 87.6 88.9 89.5
37 Other ............... 983.2 1,0019 1.008.2 1,015.1 1,018.8 1,018.8 1.028.8 1 038 1 1,036.6 1 ()366 1,037.7 1,042.8
38 Consumer 502.4 519.7 5221 527.5 528.8 523.6 517.1 517.0 514.1 516.4 518.0 5204
39 Security?. .. ..., ... 539 438 443 44.8 445 462 48.9 47.0 46.8 47.1 47.9 46.1
40 Other loans and leases. 196.7 208.4 209.9 212.8 214.6 214.1 217.8 2213 218.5 220.6 219.8 2252
41 Interbank loans .......... 185.8 178.7 196.3 191.6 1843 186.0 191.3 193.5 196.9 200.4 192.2 184.1
42 Cash assets® ........ .. 191.4 197.0 208.5 214.7 209.8 199.8 1951 205.5 2004 203.5 205.2 213.7
43 Other assets’ .................... 1949 2173 2221 2313 224.6 2299 2358 240.6 241.1 2393 2369 2447
44 Total assets® .................... 3.729.8 3,777.3 3,825.8 3,851.5 3.855.4 3.866.7 3,897.8 3,950.6 3.936.2 3,955.9 3.946.7 3,968.9
Liabilities
45 Deposits . . . 2,545.7 2,576.3 26153 2,641.7 2,623.2 26195 2,648.2 2,686.0 2,694.5 27228 2,649.7 2.675.1
46  Transaction. .. .. 758.5 700.0 715.1 734.9 710.6 684.0 675.8 694.4 680.1 713.8 677.2 707.1
47  Nontransaction . 1,787.2 1,876.3 1.900.2 1,906.8 1.912.7 1,935.5 1.972.5 1,991.6 20144 2,009.0 1.972.6 1,967.9
48 Large time . . . 271.0 2950 300.0 299.3 301.0 300.4 308.4 3127 313.1 3126 3122 314.2
49 Other .. ... 15102 15813 1.600.2 1,607.6 1611.7 1,626.1 1.664.0 1,678.9 1,701.3 1,696.4 1.660.4 1,653.7
50 Borrowings ......... 576.0 5682 577.3 579.4 594.8 589.7 603.6 630.0 611.2 620.0 644.0 648.1
51 From banks in the U.S. 263.8 256.0 2642 268.5 267.6 263.7 270.5 280.8 277.5 2737 283.9 287.6
52  Fromothers ............. 3121 3121 313.1 3109 3272 326.0 3330 3492 3337 346.2 360.1 360.6
53 Net due to related foreign offices .. 85.8 782 68.4 66.2 73.6 799 72.5 8.8 71.4 61.5 93.8 922
54 Other liabilities .. ................. 1529 1688 176.9 177.0 180.1 189.7 185.4 179.5 183.8 179.1 178.2 176.7
55 Total liabilities . .................. 3,360.4 3,3914 34379 3,464.3 34718 3,478.9 3,509.7 3,574.2 3,560.9 3,583.4 3,565.7 3,592.1
56 Residual (assets less liabilities)”. ... .. 369.4 386.0 387.9 387.2 383.6 387.8 388.1 376.4 3753 3726 380.9 376.8
MEMO
57 Revaluation gains on off-balance-sheet
iems® . L n.a. 325 33.1 35.9 47.4 558 439 49.5 52.3 51.7 474 477
58 Revaluation losses on off-balance-
sheet items® .. ... . oL n.a. 289 28.9 318 44.0 50.9 432 44.6 47.0 47.1 423 43.1
59 Mortgage-backed securities? . ........ n.a. 236.8 2383 241.4 244.0 2436 2458 2493 248.2 249.0 250.3 250.2

Footnotes appear on page A21.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES

C. Large domestically chartered commercial banks

Billions of dollars

Assets and Liabilities'—Continued

Meonthly averages Wednesday figures
Account 1996 1996 1997 1997
Apr. Oct. Nov. Dec. Jan. Feb. Mur. Apr. Apr. 9 Apr. 16 Apr. 23 Apr. 30
Seasonally adjusted
Assets
1 Bank credit. . .o 1.845.1 1.826.7 1.831.0 1.839.9 1.854.5 18733 18844 1.901.1 1,897.0 1.901.0 1,902.9 1.906.0
2 Securities in bank credit .. .. .. 4358 4089 4119 414.5 1205 4309 4248 4352 436.1 4389 4364 4322
3 .S, povernment securities ... ... 306.6 289.2 2899 2884 2913 286.1 2894 2979 2960 2084 2994 299.1
4 Trading account. . ... ........ 19.8 212 215 194 17.2 16.1 177 0.1 210 202 198 19.7
N Investment account . 286.8 2680 2684 269.0 2741 269.9 2716 2778 2750 2782 2796 279.5
& Other sccunties . ... 129.3 119.7 1220 126.1 1291 1448 1354 1374 140.2 137.0 133.1
7 Trading account. . 589 351 578 60.7 636 799 69.8 72.1 750 713 67.7
8 Investment account S 704 646 64.2 654 646 649 65.6 65.3 651 657 654
9 State and local government. . 201 202 202 203 205 211 207 20.7 208 20.8 209
10 Other ..o 49.2 444 4.0 451 44.1 438 4.9 44.6 346 4.9 444
1t Loans and leases in bank credit® 192 14178 14191 14254 1,434.0 14424 1459.6 14639 140608 1 d66.6 14739
12 Commercial and mdustrial . . RYRR 385.7 385.8 I8KA 388.6 3928 397.0 401.4 39%.1 401.8 404.3
13 Real estate .. ... ... .. 570.2 563.7 565.1 5674 567.6 5684 5739 5770 5769 5763 579.5
14 Revolving home equity . 54.7 554 559 6.5 56.5 56.9 576 58.3 S8.1 S84 58.6
15 Other .............. 5155 S08.3 59.2 5109 S11.1 SIS 5163 5186 5188 5178 5209
16 Consumer. 280.7 287.1 286.8 2871 290.2 2919 290.8 289.3 288.7 2892 29011
17 Security?, . 474 9.1 379 RN 404 400 439 414 434 420 39.6
18 State and local government 13 1.0 1.3 14 11.2 112 11.1 109 109 0.8 109
19 Allother. ............ 125.7 13).2 1323 1329 136.0 138.2 1429 1459 1428 146.5 149.5
20 Interbank loans 1319 1335 1389 127.6 1205 1245 1234 1399 1384 147.1 135.5
21 Cash assets* . 129.7 129.6 1338 1319 1317 128.7 134.1 138.6 1405 1437 1404
22 Otherassets™ ... 147.1 164.0 1674 1743 167.0 172.8 175.0 1759 175.0 175.2 178.4
23 Total assets® .. .................. 2.216.9 22177 22352 22377 22382 22639 22914 23198 23150 2,3332 2,324.6
Liabdines
24 Deposits oo 13453 13711 1.382.6 1,390.0 1.382.5 1.380.5 1.388.2 1.399.% 1.394.5 1.409.3 13971 1.399.0
25 Transaction. .. ... 426.1 390.6 3912 390.0 3869 3774 3709 3706 360.2 370.2 3720 380.7
26 Nontransaction 919.2 9804 9914 10000 995.6 1,003.1 LO17.3 1.029.2 10343 1.039.1 1025.1 LOIR3
27 Large time . 128.0 1525 1542 1559 154.2 157.0 1579 1619 162.6 162.8 160.7 1619
28 Oher .. 791.2 8279 R37.2 8441 8414 846.1 8594 867.3 871.8 876.3 8644 856.4
29 BRorrowings ... 43622 4100 419.0 4194 4295 4297 30 4539 4553 448.1 458.7 456.9
30 From banks in the U.S. 185.5 1734 183.2 189.2 188.1 187.2 193.3 1947 2026 190.2 1939 1932
31 Fromothers........... 2507 236.6 2359 230.2 414 2425 2498 2552 2527 2579 20648 263.7
32 Net due to related foreign offic . 80.8 732 HR.8 66.4 68.0 743 643 731 69.7 61.1 85.7 799
33 Other liabilittes ............. ... ... 1264 14004 145.5 1513 1549 163.1 160.1 1538 157.5 154.0 1530 150.6
34 Total liabilities ................ ... 1.988.6 19943 2.016.0 2.027.1 2,034.8 2,047.6 2.055.6 2,080.6 20770 2,072.5 2,094.5 2.086.4
35 Reswdual (assets less liabilities)”, ..., . 2284 2234 219.2 2106 2034 2163 2358 2392 2380 7 387 2382
Not seasonally adjusted
Assets
36 Bank credit 18451 18272 1.834.2 1,840.1 18577 L8710 1.879.6 1,900.2 1.892.2 1929 1.899.8 1.908.7
37 Securiues n bank credit . 4347 4100 4125 4074 417.2 428.2 4254 4338 436.1 4382 4325 4301
28 U.S. government securities 306.6 2914 292 287.1 285.0 2844 2899 2979 2978 299.5 29R.0 2976
39 Trading account 20.0 20 227 18.1 163 163 IR& 20.2 220 210 19.2 19.0
40 Investment account . . 286.6 2694 2694 269.0 269.3 268.1 27111 2717 2758 278.5 2787 278.5
41 Other securities . 128.1 118.6 1204 1202 1316 [EXR 1355 1358 138.3 1387 134.6 1326
42 Trading account N 58.1 535 554 54.2 66.5 788 70.2 709 734 74.0 6.4 67.6
43 [nvestment account .. ........ 700 65.1 65.0 66.0 651 65.0 653 649 649 64.7 65.1 65.0
44 State and local government, . 213 202 203 204 205 211 20.7 208 206 207 210 211
45 Other ..o, 487 4.9 4.7 45.6 45 439 4.5 4.1 44.3 4.0 4.1 439
46 Loans and leases in bank credit® . .. 14103 14172 14217 14228 14405 14429 14542 1,466.4 1,456.2 14647 1.467.2 1478.6
47 Commercial and industrial ... ... 3785 3839 3848 385.1 3864 3928 399.5 406.8 401.7 407.6 407.6 411.3
4R Real estate ............... ... 569.1 564.4 566.7 57001 370.40 5679 5710 5756 575.7 574.7 5747 57840
49 Revolving home equity . 544 557 56.2 56.6 56.6 56.7 YA 579 57.3 578 58.2 585
S0 Other 514.7 508.7 5104 5136 5134 S11.2 5139 5177 5184 5169 516.5 5195
51 Consumer 2789 286.6 286.5 201.0 2948 291.7 288.0 2873 285.6 2472 876 289.0
52 Securityd. oL 48.5 390 390 30.6 395 409 436 419 413 417 432 415
53 State and local government. . .. .. 11.3 11 11.3 1.4 111 1.1 1kl 108 109 10.7 108 0.9
54 Allother. ... oo L 124.0 13222 1333 1356 1387 1384 1411 1440 1414y 1428 1434 1478
55 Interbank loans | 1304 1284} 1384 1338 129.0 126.8 1300 1379 1339 (394 1432 136.4
56 Cash asse . . 1275 129.1 137.8 143.2 139.5 1314 127.7 136.1 132 1333 138.4 142.0
57 Other assets™ ..o 1470 1620 1654 1729 1674 1704 171.8 1760 1749 1749 1744 179.8
58 Total assets” ..................... 22134 22102 2,239.7 22539 2,2583 22643 22736 23146 22975 23150 23200 23314
Liabhilities
S9 Deposits v 1347.4 1.368.2 13895 14061 1.388.7 1.378.5 1401.3 1.401.2 14238 13828 13969
60 Transaction............ 4298 IRTR 3978 411.2 394.5 374.1 374.0 3610 3854 3648 1843
61 Nontransaction 9176 ORO.S 991.7 994.8 994.2 1.004.5 10274 1040.1 10384 LO1RO 1012.6
62 Large time . 1283 1519 1545 1535 154.1 159.2 157.0 162.3 162.0 162.9 162.0 163.6
63 Other .. 7894 RIS R37.2 R41.3 840.1 8452 861.8 865.0 878.1 8755 856.0) 849.0
64 Borrowings . .. 4370 5.5 4138 4134 4253 4218 4345 4547 44272 4500 465.2 4637
65 From banks in the U.S. 185.9 169.8 178.7 1839 181.5 179.4 186.8 194.0 194.5 190.8 194.8 195.1
66 From nonbanks in the U.S 2511 2357 235.1 2295 2438 2424 247.7 26017 2477 259.2 2705 268.6
67 Net due to related foreign office 80.7 748 66.2 634 69.7 76.0 6.6 744 66.7 573 89.8 876
68 Other liabilities . .................. 126.2 140.8 148.8 149.0 1527 1621 1580 184.1 1583 154.2 1821 Is1.6
69 Total liabilities ................... 1.991.4 1,989.3 2,0183 2,031.9 2.036.4 20384 2,M3.2 20845 2,068.2 2,085.2 2,089.9 2,099.8
70 Residual (assets less liabilitics) ... ... 200 2209 214 2220 2219 2259 2304 2301 2293 2298 23011 2316
MEMO
71 Revatluation gains on off-halance-sheet
tems® L na. 325 331 35.9 474 558 489 49.5 523 517 474 47.7
72 Revaluation losses on off-
sheet items® ..., .. na 289 289 318 440 509 432 .6 47.0 471 423 43.1
73 Mortgage-backed securities” . .. L 1889 1903 1928 194.4 194.0 1948 1974 196.5 1972 198.3 198.1
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1.26  COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued
D. Small domestically chartered commercial banks

Billions of dollars

Moenthly averages Wednesday figures

Account 1996 1996° 1997 1997

Apr. Oct. Nov. Dec. Jan. Feb. Mar. Apr. Apr. 9 Apr. 16 Apr. 23 Apr. 30

Seasonally adjusted

Assets

I Bank credit. .................. ..., 1.368.9 14110 14197 14275 1,436.6 14412 1,456.3 14664 14632 14645 1.466.3 14735

2 Securities in bank credit . . 408.6 411.8 4104 4105 4144 4133 4176 421.0 4212 4203 4207 422.1

3 U.S. government securities 3286 3315 3302 3305 3336 332.8 3356 3371 3374 336.7 336.6 3379

4 Other securities .. ....... 80.0 80.2 80.2 79.9 30.8 80.5 82.0 839 83.8 837 84.1 842

5 Loans and leases in bank credit? . . 960.3 999.2 1,009.3 1,017.1 1,0222 1,027.9 1,038.7 10454 10420 10442 10456 10514

6 Commercial and industrial .. ... 1721 179.1 180.8 182.8 1835 185.6 187.3 188.8 188.0 188.5 189.0 190.0

7 Realestate ............... . 496.2 519.1 5240 5284 5348 5396 5479 5537 5518 5527 5545 556.8

8 Revolving home equity . .. 253 279 284 28.8 29.1 206 303 309 30.6 309 309 31.2

9 Other ............... .. 470.8 491.2 495.7 499.7 505.7 5100 5176 522.8 521.2 5219 523.6 525.7

10 Consumer , . . 2240 2324 2349 2356 2330 2311 2310 2301 2300 2293 2300 2310
11 Security?. .. ......... .. 54 49 5.0 50 49 5.1 53 51 50 52 49 5.1
2 Other loans and leases. . ........ 62.6 63.8 64.6 65.2 66.0 66.5 67.2 67.7 67.2 679 67.2 68.6
13 Interbank loans .................. 549 504 53.1 54.7 54.0 57.1 61.3 552 538 574 53.8 548
14 Cash assets* 65.3 66.8 68.0 679 682 69.1 69.5 70.7 69.7 704 70.6 721
3 487 556 36.1 578 36.2 382 649 65.6 67.8 66.0 65.2 63.6

1,517.6 1,563.5 1,576.4 1,587.5 1,594.7 1,605.2 1,631.8 1,637.6 1,634.2 1,637.9 16355 1,643.6

Liabilities
17 Deposits .. ... 1.1959 1.205.7 12183 12225 12369 1.250.6 12711 12824 1.280.1 1,291.1 12743 12844
18 Transaction...... . 3282 3117 3137 3127 3124 3137 3168 320.1 3129 3232 3185 3275
19 Nontransaction 8676 8%94.1 904.6 909.8 924.6 9369 954.3 962.3 967.2 9679 955.8 956.9
20 Large time . ... 1478 1427 1452 146.6 148.1 149.6 150.6 1494 149.7 148.8 1494 1499
21 Other ..... 7198 7514 759.4 7632 776.4 7874 803.7 812.8 8175 819.2 8064 807.0
22 Borrowings ......... 1417 1625 165.1 166.5 167.8 169.3 174.8 178.1 176.8 1739 1794 185.1
23 From banks in the U. 790 86.7 873 852 86.4 86.2 87.6 87.6 87.2 836 89.1 9.7
24  Fromothers ................ 62.6 758 717 813 815 83.1 872 904 89.6 90.3 90.3 924
25 Net due to related foreign offices . .. .. 5.1 34 22 27 40 40 39 44 4.7 42 4.0 47
26 Other liabilities ................... 264 28.0 282 285 272 2712 27.0 252 253 246 259 248
27 Total liabilities .. ................. 1.369.0 1,399.6 14137 1,420.2 14359 1451.2 1476.8 1,490.0 1,486.8 14938 1,483.6 1,499.0
28 Residual (assets less Habilities)?. ... .. 148.6 1639 162.7 167.3 158.7 154.1 1550 1476 1473 144.1 1520 1447

Not seasonally adjusted

Assets

29 Bank credit ......... 1,369.5 14135 14212 14303 14347 14357 14518 1466.8 1461.5 1,465.7 1468.5 1473.7

30 Securities in bank credit . .. 4124 4107 408.7 4100 4129 4116 4189 4244 4238 424.1 425.1 4254
31 U.S. government securities 3321 3305 3285 330.0 3324 3314 336.7 3403 339.8 340.1 3408 3409
32 Other securities . ........ 80.3 802 802 800 80.6 80.2 822 84.1 84.0 84.0 843 845
33 Loans and leases in bank credi? . . 9572 1,002.8 10125 1,020.3 1,021.8 1,024.0 1,032.8 1,042.3 10378 10417 1,434 10483
34 Commercial and industrial .. .. .. 1733 1785 180.1 182.3 183.6 1853 1879 1900 188.6 189.8 190.7 1915
35 Realestate .............. .. 493.6 521.3 5263 5304 5344 5370 5449 5510 5485 550.2 5520 554.3
36 Revolving home equity . .. 251 28.1 28.5 289 29.1 294 30.0 30.6 30.3 30.5 30.7 310
37 Other ............... .. 468.5 4932 4978 5015 505.4 507.6 5149 5204 5182 5197 521.3 5233
38 Consumer . .. 2235 2330 2356 236.5 2340 2319 229.1 229.8 2285 2292 2304 2314
39 Security®. ... ...l .. 54 48 52 52 50 52 53 5.1 55 54 4.7 4.7
40 Other loans and leases. . . . 614 652 65.3 65.8 64.8 64.6 65.7 66.5 66.6 67.1 65.6 66.5
41 Interbank loans ............. 554 50.7 579 57.8 553 59.1 61.3 356 63.0 61.0 49.0 477
42 Cash assets* ... .. 639 619 70.7 716 704 684 674 69.4 68.3 70.2 67.1 718
43 Other assets® ..................... 479 554 56.7 584 572 59.6 64.0 64.6 66.2 644 62.5 649
44 Total assets® ... ... ............. 1.516.4 1,567.1 1,586.1 1,597.6 15972 1.602.4 1.624.2 1,636.0 1,638.7 1,640.9 1,626.7 1,637.5
Liabilities
45 Deposits .. ..o 1,1983 12080 12258 1.235.6 1,2345 1,2410 1,266.1 1284.6 12934 1299.0 1,266.9 12782
46  Transaction. . . .. .. 3287 3122 3173 3236 316.1 3099 3125 3204 319.0 3284 3124 322.8
47  Nontransaction . .. 869.6 895.8 908.5 9120 918.5 931.1 953.6 964.2 974.3 970.6 954.6 9554
48 Large time . . . 148.7 143.1 145.5 145.8 146.9 1502 151.4 1504 151.1 149.7 150.2 150.6
49 Other . . 7208 752.7 763.0 766.2 771.6 7809 802.2 8138 8232 8209 804.3 804.8
50 Borrowings ......... .. 139.0 162.6 163.5 166.0 169.5 167.9 169.1 175.3 169.0 170.0 1788 1844
51 From banks in the U. 779 86.2 85.5 84.6 86.1 843 837 86.7 830 829 89.1 925
52 Fromothers............ 61.1 764 78.0 813 834 836 853 88.6 86.1 87.1 89.7 91.9
33 Net due to related foreign offices .. 5.1 34 22 27 40 4.0 39 44 4.7 42 4.0 47
54 Other liabilities ................... 26.7 280 28.1 280 274 217 273 254 25.5 249 26.1 25.1
55 Total liabilities ................... 1,369.0 1,402.0 1,419.6 14323 14355 14405 1,466.5 14898 1,492.6 1498.1 14758 14924
56 Residual (assets less liabilities)’. ... .. 1474 163.1 166.5 165.3 161.7 161.9 1577 146.3 146.0 1428 1509 1452
MEMO
57 Mortgage-backed securities? .. ....... na. 478 480 486 496 496 511 519 51.8 518 520 S2.1

Footnotes appear on page A21.
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1

E. Foreign-related institutions

Bitlions of dollars

.26 COMMERCIAL BANKS IN THE UNITED STATES

Assets and Liabilities'—Continued

Monthly averages

Wednesday figures

Account 1996 1996 1997 1997
Apr. Oct. Nov. Dec Jan. Feb. Mar. Apr. Apr. 9 Apr. 16 Apr. 23 Apr. 30
Seasonally adjusted
Assels
I Bank credit............. .. ... 4537 480.5 493.8 505.1 5169 5326 5283 5375 5283 5367 534.6 555.7
2 Securities in bank credit . ... 146.0 148.6 1578 1644 170.1 1766 1723 1773 175.5 176.6 174.5 184.4
3 U.S. government securities 726 826 870 87.6 81.7 852 833 87.6 86.7 854 85.8 925
4 Other securities . ........ 734 659 70.8 76.9 884 914 89.0 89.9 88.8 91.1 88.7 919
5 Loans and leases in bank cred 3077 3319 3360 340.6 346.7 356.0 3560 360.0 3527 360.1 360.1 3714
6 Commercial and industrial 186.2 2059 208.1 213.1 2149 2182 2177 2187 2173 2197 2193 219.8
7 Real estate . .. 336 327 324 320 320 323 320 319 3.7 321 323 31.8
8 Security®. ... ... 322 329 350 362 38.0 396 395 43.0 384 426 42.8 504
9 Other loans and leases. 55.7 604 604 594 61.8 658 66.7 66.4 654 657 65.7 694
10 Interbank loans .......... 220 20.6 202 21.8 234 23 249 208 194 15.7 219 238
11 Cash assets? . 264 29.7 309 31 312 33.1 328 332 330 321 340 345
12 Other assets® . .................... 4.8 337 36.2 370 38.7 422 422 404 413 394 410 40.1
13 Total assets® ..................... 546.9 564.4 580.9 594.7 609.9 630.0 6279 631.7 621.7 623.6 6313 6539
Liabilities
14 Deposits ... ...l 1711 1974 2039 2195 227.1 2410 2472 2628 261.9 265.1 263.1 264.9
15 Transaction, . ... 103 104 102 102 104 99 108 1.1 112 11.1 113 110
16 Nontransaction 160.8 187.0 1937 209.3 216.7 2311 2364 251.7 250.7 254.0 2519 2539
17 Large time . .. 158.0 1844 190.0 205.1 2165 2286 2334 2478 2476 2496 2489 2485
18 Other ... 29 26 37 42 0.1 24 30 39 21 43 29 54
19 Borrowings ......... 128.5 117.0 1251 1213 1306 144.0 1413 141.6 1253 1449 1395 1492
20 From banks in the U.S. 36.9 318 327 324 27.8 338 348 332 339 357 297 336
21 Fromothers........... 916 85.1 924 88.8 102.8 110.1 106.5 108.4 1014 109.2 100.8 1156
22 Net due to related foreign office .. 1722 167.7 167.1 162.3 150.6 140.1 1420 1354 1410 126.7 136.8 1334
23 Other liabilities ................... 734 746 80.0 82.8 89.9 9.6 933 913 90.9 88.8 89.5 96.9
24 Total liabilities ................. .. 5452 556.6 576.1 585.9 598.1 624.6 6238 631.2 629.1 625.4 629.0 644.4
25 Residual (assets less liabilities)”. ... .. 1.7 77 47 88 118 54 41 05 ~74 -8 23 9.5
Not seasonally adjusted
Assets
26 Bank credit ...................... 4527 4792 4934 501.0 5139 5332 5282 5371 5303 5358 5339 555.6
27 Securities in bank credit . .. 1455 1485 1575 158.0 166.0 1776 173.1 178.1 1789 175.7 173.6 185.3
28 U.S. government securities 718 82.1 870 85.1 827 869 86.2 87.0 86.3 84.8 842 924
29 Trading account. . ... .. 5.1 187 218 199 17.0 214 199 18.6 188 172 167 20.8
30 Investment account . 66.8 634 652 65.3 65.7 65.6 663 68.5 67.6 67.6 67.5 71.7
31 Other securities ... ... 73.6 66.3 70.5 729 833 9.6 86.9 91.1 924 %09 89.4 929
32 Trading account. . . . 39.1 479 516 54.0 614 679 632 642 65.8 64.2 62.3 65.6
33 Investment account . . . 34.5 184 189 189 22.0 227 237 26.8 26.6 26.8 270 27.2
34 Loans and leases in bank cred: 3072 3307 3359 343.0 3479 3556 355.1 359.6 3514 360.2 360.3 370.3
35 Commercial and industrial 186.8 2047 2079 2135 2148 218.1 2173 2194 2174 2206 2204 2207
36 Real estate  ........... 332 329 329 322 320 324 320 315 314 317 318 312
37 Security’. .. ... ...... 322 329 350 362 380 396 395 430 384 426 428 504
38 Other loans and leases. 550 60.2 60.1 61.2 63.1 65.5 663 65.7 645 653 65.3 68.0
39 Interbank loans .......... 220 20.6 202 21.8 234 23 249 208 194 15.7 219 238
40 Cash assets? . ... . 257 30.1 31.1 322 316 324 322 324 316 315 330 339
41 Other assets’ .................... 432 334 365 311 380 430 416 389 382 379 395 403
42 Total assets® .................... 5436 563.1 581.0 592.5 606.6 630.7 6267 6295 619.3 620.8 628.0 6533
Liabilities
43 Deposits ... 167.0 2027 2065 2222 2272 2378 2470 256.3 252.5 2574 261.8
44 Transaction. . . .. 99 104 102 109 104 10.2 106 10.7 10.6 10.7 109
45 Nontransaction . 157.1 1923 196.3 2113 2167 2276 236.5 2457 2419 246.7 2509
46 Large time . . . 154.7 190.0 1939 208.6 214.5 2237 2329 2424 2395 243 2454
47 Other .. ... 24 23 24 28 22 40 36 33 24 24 5.5
48 Borrowings ......... 130.3 1136 121.7 120.1 127.3 1374 1354 144.1 137. 1432 1504
49 From banks in the U.S. 370 294 32.8 331 28.8 236 232 334 342 287 334)
50 Fromothers............ 933 843 889 87.0 98.5 1058 2 110.7 103.4 1145 1178
51 Net due to related foreign offices .. 1700 167.6 166.8 163.9 159.3 149.1 146.6 1324 132.6 1340 137.2
52 Other liabilities ................... 73.1 73.1 80.6 815 89.1 102.0 931 91.1 904 88.7 98.1
53 Total liabilities . .................. 5404 5570 5755 587.7 602.9 6264 622.2 6239 613.2 614.5 6233 647.6
54 Residual (assets less liabilities)”. . . . .. 32 6.1 55 49 37 43 45 56 6.1 6.2 47 57
MEMO
55 Revaluation gains on off-batance-sheet
items®. ... na. 299 324 334 416 47.0 430 424 443 417 40.6 436
56 Revaluation losses on off-balance-
sheet ttems ... ... ... ... na. 293 315 325 40.8 472 43.1 42.7 43.5 421 41.3 4.5

Footnotes appear on page A21.
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NOTES TO TABLE 1.26

NOTE. Tables 1.26, 1.27, and .28 have been revised to reflect changes in the Board’s H.8
statistical release, “"Assets and Liabilities of Commercial Banks in the United States.” Table
1.27, “Assets and Liabilities of Large Weekly Reporting Commercial Banks,” and table 1.28,
“Large Weekly Reporting U.S. Branches and Agencies of Foreign Banks,” are no longer
being published in the Bulletin. [nstead, abbreviated balance sheets for both large and small
domestically chartered banks have been included in table 1.26, parts C and D. Data are both
merger-adjusted and break-adjusted. [n addition, data from large weekly reporting U.S.
branches and agencies of foreign banks have been replaced by balance sheet estimates of all
foreign-related institutions and are included in table 1.26, part E. These data are break-
adjusted.

The not-seasonally-adjusted data for al) tables now contain additional balance sheet items.
which were available as of October 2, 1996.

1. Covers the following types of institutions in the fifty states and the District of
Columbia: domestically chartered commercial banks that submit a weekly report of condition
(large domestic): other domestically chartered commercial banks (small domestic); branches
and agencies of foreign banks, and Edge Act and agreement corporations (foreign-related
institutions). Excludes International Banking Facilities. Data are Wednesday values or pro
rata averages of Wednesday values. Large domestic banks constitute a universe; data for
small domestic banks and foreign-related institutions are estimates based on weekly samples
and on quarter-end condition reports. Data are adjusted for breaks caused by reclassifications
of asscts and liabilities.

The data for large and small domestic banks presented on pp. A18 and A19 are adjusted 1o
remove the estimated effects of mergers between these two groups. The adjustment for
mergers changes past levels to make them comparable with current levels. Estimated

quantities of balance sheet items acquired in mergers are removed from past data for the bank
group that contained the acquired bank and put into past data for the group containing the
acquiring bank. Balance sheet data for acquired banks are obtained from Call Reports, and a
ratio procedure is used to adjust past levels,

2. Excludes federal funds sold to, reverse RPs with, and loans made to commercial banks
in the United States, all of which are included in “Interbank loans.”

3. Consists of reverse RPs with brokers and dealers and loans to purchase and carry
securities.

4. Includes vault cash, cash items in process of collection, balances due from depository
institutions, and balances due from Federal Reserve Banks.

5. Excludes the due-from position with related foreign offices, which is included in “Net
due to related foreign offices.”

6. Excludes unearned income, reserves for losses on loans and leases, and reserves for
transfer risk. Loans are reported gross of these items.

7. This balancing item is not intended as a measure of equity capital for use in capital
adequacy analysis. On a seasonally adjusted basis this item reflects any differences in the
seasonal patterns estimated for total assets and total liabilities.

8. Fair value of derivative contracts (interest rate, foreign exchange rate, other commodity
and equity contracts) in a gain/loss position, as determined under FASB Interpretation No. 39.

9. Includes mortgage-backed securities issued by U.S. government agencies, U.S.
government-sponsored enterprises, and private entities.
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollars. end of period

Year ending December 1996 1997
Item
1992 1993 1994 1995 1996 . . o P
Dec, Dec. Dec. Deo. Dec. Oct. Nov. Dec. Jan. Feb. Mar.
Commercial paper (scasonally adjusted unless noted otherwise)
1 Allissuers......................ooa 545,619 555,075 595,382 674,904 775,371 757,718 766,556 775,371 804,644 813,168 836,979
Financial companies' N
2 Dealer-placed paper~, total ............. 226,456 218.947 223,038 275815 361,147 349.288 354,400 361,147 376.908 387.164 402,291
3 Directly placed paper’, total .. .......... 171,605 180.389 207.701 210,829 229,662 225.977 228,553 229,662 238,133 239,509 246.215
4 Nonfinancial companies4 _________________ 147,558 155,739 164,643 188.260 184.563 182,454 183.603 184.563 189.602 186,495 188.473
Bankers dotlar acceptances (not seasonally adjuslcd}q
I
STotal. ...l 38,194 32,348 29.835 29.242 25754 1 1
By holder
6 Accepting banks ............ ... . ..., 10,555 12,421 11.783
7 Ownbills............. . 9,097 10,707 10,462
8  Bills bought from other banks .......... 1,458 1,714 1.321
Federal Reserve Banks'
9 Foreign correspondents . .. ............. 1,276 725 410 na. na. n.a. na. n.a. n.a. na. na
10 Others............... ... ........... 26,364 19,202 17.642
By basis
11 Imports into United States ............ ... 12,209 10217 10.062
12 Exports from United States. . ............. 8,096 7,293 6,355
13 Allother. ..., 17,890 14,838 13.417
1. Institutions engaged primarily in commercial, savings, and mortgage banking: sales, 5. Data on bankers dollar acceptances are gathered from approximately 00 institutions.
personal, and mortgage financing; factoring, finance leasing. and other business lending: The reporting group is revised every January. Beginming January 1995, data for Bankers
msurance underwriting: and other investment activities. dollar acceptances are reported annually in September.
2. Includes all financial-company paper sold by dealers in the open market. 6. In 1977 the Federal Reserve discontinued operations in bankers dollar acceptances for
3. As reported by financial comparies that place their paper directly with investors. its own account.

4. Includes public utilities and firms cngaged primarily in such activities as communica-
tions, construction, manufacturing, mining, wholesale and retail trade, transportation, and
services.

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

Percent per year

Date of change Rate Period Av?rage Period Avémge Period Average

rate rate rate

1994—Mar. 6.25 7.15 8.50 1996—Jan. . K.50

Apr. 6.75 8.83 9.00 Feb. 825

May 725 8.27 9.00 Mar. 825

Aug. 7.75 9.00 Apr. 8.25

Nov. 8.50 6.00 9.00 May 8.25

6.00 9.00 June 8.25

1995—Feb. 9.00 6.06 8.80 July . 8.25

July 875 6.45 8.75 Aug. 8.25

Dec. 8.50 6.99 875 Sept. 8.25

725 875 Oct. . 8.25

1996—Feb. 1. 8.25 7.25 8.75 Nov. 8.25

1997—Mar. 26 8.50 7.51 8.65 Dec. 8.25

7.75

775 1997—Jan. .. 8.25

815 Feb. 8.25

8.50 Mar. 8.30

Apr. 8.50

May 8.50

1. The prime rate is one of several base rates that banks use to price short-term business Report. Data 1n this table also appear in the Board’s H.15 (519) weekly and G.13 (415)

loans. The table shows the date on which a new rate came to he the predominant one quoted monthly statistical releases. For ordering address. see inside front cover.

by a majority of the Iwenty-five largest banks by asset size. based on the most recent Calt
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1.35 INTEREST RATES Money and Capital Markets
Percent per year: figures are averages of business day data unless otherwise noted
1997 1997, week ending
Item 1994 1995 [ouh
Jan. Feb. Mar. Apr. Mar. 28 Apr. 4 Apr. 11 Apr. 18 Apr. 25
MONEY MARKET INSTRUMLNTS
! Federal funds!> . +.21 5.83 3.30 5.25 5.19 5.39 351 5.40 5.86 5.37 5.48 5.48
2 Discount window hnmmnv 260 5.2 02 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Commerciul pap e '
3 l-month 443 5.93 5.43 543 5.39 5.51 5.61 5.66 5.67 5.62 5.60 5.59
4 3-month 4.06 5.93 541 5.45 540 5.56 5.71 5.70 572 5.69 5.71 5.70
S 6-month 493 5.93 5.42 5.48 542 5.61 5.79 5.75 5.77 5.717 5.80 5.80
Finance paper. divectly plac el
6 T-month ... ... 4.33 581 5.3 5.31 5.27 5.39 551 5.54 5.55 5.51 5.50 5.50
7 month 453 578 S 532 5.28 542 5.61 5.55 5.59 5.58 5.62 5.62
8 6-month .o 4.56 5.68 52 i 30 527 541 5.60 5.52 5.55 5.58 5.61 5.63
Bankers acceptum gt
9 3-month o e +4.56 5.81 5.31 5.34 529 544 5.62 5.58 5.60 5.62 5.62 5.63
10 6-month . . oo 4.83 5.80 531 5.35 5.30 5.50 571 5.65 5.66 370 573 5.74
Certificates of deposit. secondary market™”
al [-month P 4.38 .87 5.35 5.31 5.57 5.6l 5.60 5.57 5.55
12 Xmonth 4.63 592 543 5.37 5.71 5.65 5.70 5.70 5.71
13 6-month 4.96 5.98 5.54 547 5.90 5.81 5.87 5.88 591
14 Eurodollar deposits, 3-manth™10 4.63 5.93 5.38 544 536 5.50 5.70 5.6l 5.68 5.69 370 570
US Treasiny /u//\
Secondary market’
15 3-month 4.25 549 5.03 5.01 7 14 5.16 5.25 S.17 5.14 5.16 5.19
16 6-month 4.64 5.56 5.10 5.06 G 5.37 5.36 5.32 5.37 5.40 5.40
17 l-ycar ...... » 5.02 5.60 5.30 523 5 47 5.64 5.59 5.65 5.65 5.64 5.66
Auction average
18 3-month 429 5.51 5.02 505 5.00 5.14 5.17 5.26 5.8 5.14 5.5 5.21
19 6-month .60 5.59 5.00 511 S 05 5.24 535 5.33 5.31 5.30 542 5.3
200 l-year ... 3.02 5.69 5.23 5.31 5.34 5.36 5.66 n.a. 5.66 n.a. n.a. n
U.S. TREASURY NOTES AND BONDS
Constant maturities!
21 5.32 509 5.52 5.61 5.53 5.80 5.99 5.94 599 5.99 598 6.01
22 5.94 6.15 5.84 6.01 3.90 6.22 6.45 6.36 6.43 6.46 6.4 6.48
23 6.27 6.25 599 6.16 6.03 6.38 6.61 6.52 6.58 6.62 6.63 6.64
24 6.69 6.3%8 0.1%8 0.33 6.20 6.54 6.76 0.66 675 6.78 6.78 6.79
25 6.91 6.50 6.34 647 6.32 6.65 0.86 6.76 6.87 6.88 687 6.87
26 7.08 6.57 o.44 0.58 6.42 6.09 6.89 6.79 6.90 6.92 6.89 6.89
27 749 695 6.83 6.91 6.77 7.05 7.20 7.1 7.21 7.23 7.21 7.21
28 30-year . Lol 7.37 6.88 6.7] 6.83 6.69 6.93 7.09 7.00 7.10 7.12 7.10 7.10
Composite
20 More than 10 years (Jong-termy ... 7.41 693 6.80 6.80 6.76 7.03 7.18 7.09 7.20 7.21 7.19 7.18
STATE AND LOCAL NOTES AND BONDS
Moody's series"
30Aan L 577 5.80 5.40 5.36 5.55 5.66 5.59 5.68 5.66 5.62 5.66
31 Baa i 6.17 6.10 5.71 5.60 575 5.85 5.76 5.85 5.87 5.83 5.83
32 Bond Buver senes™ L1 6.18 595 5.72 5.6% 5.76 5.88 5.81 5.88 5.88 5.87 5.87
CORPORATE BONDS
33 Seasoned issues. all industries'S L 8.6 7.83 7.66 771 7.59 7.83 7.99 7.90 7.98 8.01 8.00 8.01
Rating group
AV AB L . 7.97 7.59 7.37 742 731 7.55 7.73 7.63 711 7.74 7.73 7.75
35 A 815 772 7.55 7.63 7.54 7.77 7.93 7.84 792 7.95 7.94 7.95
36 AL R 8.28 7.83 7.69 7.1 7.59 7.82 7.98 7.88 7.97 8.00 799 8.00
7 Baa... ... P 8.603 3.20 8.05 809 7.94 8.18 R34 8.24 8.33 8.36 834 8.35
38 A-rated. recently offered ull|l() bonds'® L 8.29 7.86 7.77 793 781 R.08 823 8.22 8.26 8.27 8.19 8.24
MEMO
Dividend-price ratio!”
39 Common stocks ... o0 oo . 2382 2.56 219 1.95 1.91 {91 1.98 1.92 2.03 2.00 1.99 1.97

{. The daily eftective federal funds rate is a weighted average of rates on trades through
New York brokers,

2. Wecekly figures are averages of seven calendar days ending on Wednesday of the
current weeh: monthly tigures include each calendar day 1n the month.

3. Aunualized using a 360-day year for bank interest.

4. Rate for the Federal Reserve Bank of New York.

5. Quoted un a discount basis.

0. Anaverage ot oftering rates on commercial paper placed by several leading dealers for
firms whose bond rating 15 AA or the cquivalent.

7. An average of offering rates on paper directly placed by finance companices.

8. Representative closing yields tor acceptances of the highest-rated money center banks.

9. An average of dealer oﬂt.nno rates on nationally traded certificates of deposit.

t0. Bid rates for Eurodollar dqmsm at approximately £1:00 a.m. London time. Data arc
far indication purposes only.

1. Auctron date for daily data; weekly and monthly averages computed on an ssuc-date
basis.

12, Yields on actively traded issues adjusted to constant maturities. Source: U.S. Depart-
menl of the Treasury.

13. Geuneral obligation bonds based on Thursday figures; Moody’s Investors Service.

14, State and local government general obligation bonds maturing in twenty years arc used
in compiling this index. The twenty-bond index has a rating roughly equivalent 1o Moodys'
Al rating. Based on Thursday figures.

15. Daily figures from Moody's Investors Service. Based on yields to matunty on selected
tong-term bonds.

Compilation of the Federal Reserve. This series is an estimate of the vieid on recently
rred, A-rated wtility bonds with a thirty-year maturity and five years of call protection,
Weckly data are based on Friday quotations,

17. Swandard & Peor’s corporate series. Common stock ratio is based on the 500 stocks in
the price index.

NOTE. Some of the data in this table also appear in tiw Board’s H.15 (519) weekly and
G.13 (415) monthly statistival releases. For ordertng address. see inside front cover.
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1.36 STOCK MARKET Selected Statistics

1996 1997
Indicator 1994 1995 1996
Aug. Scpt. Oct. Nov. Dec. Jan. Feb. Mar. Apr.
Prices and trading volume (averages of daily figures)!
Common stock prices {indexes)
1 New York Stock Exchange
(Dec. 31, 1965 = 50 254.16 291.18 357.98 354.59 361.96 373.54 388.75 391.61 403.58 418.57 416.72 401.00
2 Industrial ... .. .. L] 31832 367.40 453.57 44491 459.69 47398 490.60 494.38 509.18 524.30 523.08 506.69
3 Transportation .............. ... ....... 24717 270.14 327.30 321.61 323.12 3280 348.32 352.28 359.40 36418 37237 366.67
4 Uliey........ooooio0 o ol 104.96 110.64 126.36 12237 121.12 130,04 135.88 128.55 131.95 142 88 13238 126.66
5 Finance................ .0 oo 209.75 238.48 303.94 302,95 308.16 32442 345.30 350.01 Ja6l.4s 388.75 387.19 364.25
6 Standard & Poor’s Corporation
A94L-43 = 100 460.42 541.72 670.49 662.68 674.88 701.46 735.67 74325 766.22 798.39 79216 763.93
7 American Stock Exchange .
(Aug. 31. 1973 = s . ..., 449.49 498.13 570.86 554.88 564.87 574.46 583.21 5%2.96 S85.09 593.29 593.64 554.13
Volume of trading (thousands of shares)
& New York Stock Exchange 290,652 | 345,729 (409,740 |333,343 400951 |420R35 | 443521 431,538 | 526,631 508.199 | 496,241 | 473,094
9 Amernican Stock Exchange 17951 20.387 22,567 17.916 19,449 18,780 22151 23,648 24,019 21.250 19,232 19,121
S—
Customer financing (millions of dollars. end-of-period balances)
10 Margin credit at broker—dealers® ... ... . 61,160 76,680 97,400 82,980 89,300 88.740 91.680 97,400 99,460 | 100,000 | 100,160 98,870
Free credit balances at brokers®
11 Margin accounts’ 14,095 16,250 22,540 17,520 17,940 19,890 20,020 22,540 22,870 22,200 22930" | 22,700
12 Cash accounts 28.870 34,340 40,430 32,680 35,360 36.610 36,650 40,430 41,280 40,090 41,050 37,560
I
Margin requirements (percent of market value and effective date)’
Mar, 11, 1968 June 8. (968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
13 Margin stocks . 70 80 65 55 65 50
14 Convertible bonds . P 50 60 50 50 50 50
15 Shortsales .. ... 70 80 63 55 65 50

1. Daily data on prices are available upon request to the Board of Governors. For ordering
address, see inside front cover.

2. In July 1976 a financial group, composed of banks and insurance companies, was added
to the group of stocks on which the index is based. The index is now based on 400 industrial
stocks (formerly 425). 20 transportation (formerly 15 rail), 40 public utility (formerly 60), and
40 financial.

3. On July 5, 1983, the American Stock Exchange rebased its index, effectively cutting
previous readings in half.

4. Since July 1983, under the revised Regulation T, margin credit at broker—dealers has
included credit extended against stocks. convertible bonds, stocks acquired through the
exercise of subscription rights, corporate bonds, and government securitics. Separate report-
ing of data for margin stocks, convertible bonds, and subscription issues was discontinued in
April 1984,

S, Free credit balances are amounts in accounts with no unfulfilled commitments to
brokers and are subject to withdrawal by customers an demand.

6. Series imtiated in June 1984,

7. Margin requirements, stated in regulations adopted by the Board of Governors pursuant
to the Securities Exchange Act of 1934, limit the amount of credit that can be used 10
purchase and carry “‘margin securities” (as defined in the regufations) when such credit is
collateralized by securities. Margin requirements on securitics are the difference between the
market value (100 percent) and the maximum loan value of collateral as prescribed by the
Board. Regulation T was adopted effective Oct. 15, 1934; Regulation U, effective May .
1936, Regulation G, effective Mar. 11. 1968; and Regulation X, effective Nov. 1, 1971.

On Jun. t, 1977, the Board of Governors for the first time established in Regulation T the
nitial margin required for writing options on securities, setting 1t at 30 percent of the current
market value of the stock underlying the option. On Sept. 30, [985. the Board changed the
required mitial margin, alowing it to be the same as the uption maintenance margin required
by the appropriate exchange or self-regulatory orgarnization; such maintcnance margin rules
must be approved by the Securities and Exchange Commussion.
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Fiscal year Calendar year
Type of account or operation 1996 1997
1994 1995 1996
Nov. Dec. Jan. Feb. Mar. Apr.
U.S. budget'
I Receipts, total  .............. ... ... ... 1,258,627 1,351,830 1,453,062 97,849 148,489 150,718 90,293 108,099 228,588
2 On-budget. .. . 923,601 1,000,751 1,085,570 70,018 119,528 113,841 59,673 73,869 187,997
3 Off-budget. . ... o 335,026 351,079 367,492 27,831 28,961 36,877 30,620 34,230 40,591
4 Outlays, total . . . .. o 1,461,731 1,515,729 1,560,330 135,727 129,666 137,354 134,303 129,422 134,650
5  On-budget . 1,181,469 1,227,065 1,256,872 106,327 120,429 110,552 104,964 100,427 107,842
6 Off-budget ........... 279,372 288,664 300,458 29,400 9,237 26,802 29,339 28,996 26,807
7 Surplus or deficit (—), total —203,104 —163,899 —107,268 —37,878 18,823 13,364 —44,010 -21,323 93.939
8 On-budget .......... . —~258,758 -226,314 —174,302 —-36,309 —901 3,289 —45,291 —26.558 80.155
9  Off-budget ............................ 55.654 62.415 67.034 —1,569 19,724 10,075 1,281 5234 13,784
Source of financing (total)
10 Borrowing from the public.................. 185,344 171,288 129,712 45,459 —12,321 -16,776 35,968 28,833 —39,001
11 Operating cash (decrease, or increase {—)) .. 16,564 —2. —6,276 -673 —6,488 —3,785 21,357 —18,274 —55,908
12 0ther?. . . 1,196 —5.382 —16,168 —6,908 -14 7,197 —13,315 10,764 970
MEMO
13 Treasury operating balance (level, end of
period). ...l 35942 37,949 44,225 26,306 32,794 36,579 15,222 33,496 89,404
14 Federal Reserve Banks 6,848 8,620 7,700 4,857 7,742 6,770 5,258 5,945 52,215
I5  Tax and loan accounts 29,094 29,329 36,525 21,449 25,052 29,809 9,965 27,551 37,189
1. Since 1990, off-budget items have been the social security trust funds (federal old-age net gain or loss for U.S. currency valuation adjustment; net gain or loss for IMF loan-
survivors insurance and federal disability insurance) and the U.S. Postal Service. valuation adjustment; and profit on sale of gold.
2. Includes special drawing rights (SDRs); reserve position on the U.S. quota in the SOURCE. Monthly totals: U.S. Department of the Treasury, Monthly Treasury Statement of
International Monetary Fund (IMF); loans to the IMF; other cash and monetary assets; Receipts and Outlays of the US. Government, fiscal year totals: U.S. Office of Management
accrued interest payable to the public; allocations of SDRs; deposit funds; miscelianeous and Budget, Budget of the US. Government.

liability (including checks outstanding) and asset accounts; seigniorage; increment on gold;
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1.39  U.S. BUDGET RECEIPTS AND OUTLAYS'

Millions of dollars

Fiscal year Calendar year
Source or type 1995 1996 1997
1995 1996
HI1 H2 H1 H2 Feb. Mar. Apr.
RECEIPTS
I Allsources ......... .......... .| 1351830 1,453,062 711,003 656,865 767,099 707,551 90,293 108,099 228,588
2 Individual income taxes. net.... . . . . 590,244 656,417 307,498 292,393 347.285 323,884 37.400 16434 134,291
3 Withheld ... L P . 499.927 533.080 251,398 256916 264,177 279,988 48.351 49,994 45,582
4 Nonwithheld e 212,168 132,001 45521 162,782 53,491 2,948 6.380 110.878
5 Refunds .. 88.897 75,959 10.058 79,735 9.604 13.906 19.955 22177
Corporation income
6 Gross receipts . 174,422 189,055 92.132 88.302 96,480 95,364 4014 21,059 29,547
7 Refunds.... BN 17,418 17,231 10.399 7518 9,704 10,053 1777 2335 2,125
8 Social insurance taxes and contributiony. net . .. 484,473 509,414 261.837 224,269 277,767 240,326 41,784 44,197 54,644
9  Employment taxes and contribulions” L. 451,045 476,361 241557 211.323 257,446 227,777 38.969 43,547 50,771
10 Unemployment insurance . ... .. . . . .. 28878 28.584 18,001 10,702 18,068 10,302 2423 311 3,532
11 Other net receipts” ............. . 4,550 4,469 2.279 2247 2,254 2.245 391 339 341
12 EXCISe 1aXeS. .. ..ottt 57.484 34,014 27.452 0.014 25,682 27.016 5,106 3,998 4,768
13 Customs deposits . R 19,301 18,670 8,848 9.849 8,731 9.294 1,379 1,315 1,492
14 Estate and gift taxes 14,763 17.189 7425 7.718 8,775 8,835 1,180 1.468 3,308
15 Miscellancous receipts® 28.561 25,534 16,211 11.839 12.087 12,888 1,208 1,962 2,662
OUTLAYS
16 Alltypes.......................... .o 1,515,729 1,560,330 761,289 752,856 785,368 799,851 134.303" 129,422 134,650
17 National defense . 272,066 265,748 135,648 132,887 132,598 138,350 20.897 19.854 21,789
18 International affair . 16434 13,496 4.797 6,908 8,074 8.895 898 1.094 1,654
19 General science, space. and technology . ... .. 16.724 16,709 8.61t 7.970 8.897 9498 1417 1,478 1,395
20 Energy ... L 4.936 2,836 2.358 1.992 1,356 806 211 490 28
21 Natural resources and environment ........... 22,078 21,614 10,273 11,392 10.254 11,642 1.508 1410 1.545
22 Agniculture .. ... . TN 9.778 9.159 4,039 3.065 72 10.699 -96 26 -206
23 Commerce and housing credin .. ........ ., . —17,R08 -10.646 13471 -39547 —6,885 —6,198 — 1460 ~-2.586 -2,314
24 Transportation .. ............... .. ..., . 39.350 39,565 18,193 20.725 18.200 21,205 2842 2,810 2,955
25 Community and regional development 10.641 10,685 5073 5.569 5.245 6,192 608 920 1,067
26 Education. training, employment. and
social services. ... ... ... ... PN 54,263 52,001 25,893 26.212 25979 26.032 5,100 3,843 4,123
27 Health ..o oo .. 115418 119.378 59.057 57028 59,989 61,466 9,169 10,478 10,439
28 Social security and Medicare . 495,701 523,901 251975 251.388 264,647 269,409 44973 43,935 46,823
29 Income security. .. ..................... . 220.493 225,989 117,190 104.847 121,187 107,181 26,346 23,639 20,706
30 Veterans benefits and services .. ............. 37,890 36,985 19,269 18.678 18,140 21,107 3,384 1,772 3,342
31 Administration of justice . . . 16,216 17.548 8.051 8,001 9,015 9.595 2,074 1.612 1,454
32 General government .. ........ P 13,835 11,892 5,796 7.601 4.641 6,544 119 1,447 1,519
33 Netinterest® .............., P 232.169 241,090 116,169 119.348 120,576 122,568 19,362 20410 21,132
34 Undistributed offsctting receipts® . —44 455 -37,620 ~ 17,631 —26.995 -16,716 —~25.140 —3.049 —2810 —2.803
| Functional details do not sum to total outlays tor calendar vear data because revisions to 4. Deposits of earnings by Federal Reserve Banks and other muscellaneous receipts.
maonthly totals have not been distributed amiong functions. Fiscal year total for receipts and S. Includes nterest recerved by trust funds.
outlays do not correspond to calendar year data because revisions trom the Budget have not 6. Rents and royalties for the outer continental shelf, US. government contributions for
heen fully distributed across months employee retirement, and certain asset sales
2 Old-age, disability, and hospital insurance. and railroad retiremient accounts SOURCE. Fiscal yeur totals' U.S. Office of Management and Budget, Budger of the US
3 Federal employee retirement contributions and civil service retirement  and Governmeni, Fiscal Year 1998, monthly and half-year 1otals: U.S. Department of the Trea-

disabilnty fund. sury. Monthly Treasury Statement of Receipts and Quilays of the U.S. Government



1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars, end of month
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1995 1996 1997
Item
Mar 31 June 30 Sept. 30 Dec. 31 Mar 31 June 30 Sept. 30 Dec. 31 Mar. 31
1 Federal debt outstanding ... ....................... 4,891 4,978 5001 5,017 5,153 5197 5,260 5,357 5,415
2 Public debt securities. ........... . . .. .o oo 4,864 4951 4974 4.989 5118 5,161 5.228 5323 5381
3 Held by public . . . 3610 3635 3,653 3.684 3.764 3,739 3978 3826 na
4 Heldbyagencies...............o. o . oo 1,255 1.317 1,321 1.305 1.354 1.422 1,447 1.497 na
5 Agency SECUrlIes ... ... i 27 27 27 28 36 36 15 34 M4
6 Held by public . . B 26 27 27 28 28 28 27 27 n.a.
7 Held by agencies 0 0 [§] 0 3 8 8 8 n.a.
& Debt subject to statutory limit. . .... .. ... ... ... ... 4,775 4,861 4885 4,900 5,030 5,073 5,137 5,237 5.294
9 Public deblI SECUrties. . ... 4,774 4.861 4885 4.900 5,030 5,073 5137 5.237 5294
10 Other debt™. . ... ... . o 0 0 0 0 0 0 0 0 0
MEMO
{1 Swatutory debt imut ... ........0 . L L L 4,900 4,900 4500 4.900 5500 5.500 5.500 5.500 5,500

1. Consists of guaranteed debt of U.S. Treasury and other federal agencies. specified
parficipation certificates. notes to international lending organizations, and District of Colum-
bia stadium bonds.

SOURCE. U.S. Department of the Treasury, Monthly Statement of the Public Debr of the
United States and Treasury Bulletin

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars, end of period
1996 1997
Type and holder 1993 1994 1995 1996
Q2 Q3 Q4 0
| Total gross publicdebt ........ . . . ... ........... ... 4,535.7 +4,800.2 4,988.7 53232 5.161.1 52248 §,323.2 5,3809
By type
2 Interest-bearing . ... ... e 4,532.3 4,769.2 4.964.4 5.317.2 5,126.8 52208 5.317.2 5.375.1
3 Marketable . . . 2,989.5 34260 3,307.2 34597 3,348.4 34184 3.459.7 3.504.4
4 Bills ... 714.6 733.8 760.7 7774 773.6 7612 771.4 785.6
5 NOES L.t 1,764.0 1.867.0 20103 2.112.3 2.025.8 2,098.7 2,112.3 2.131.0
6 Bonds . ... ... Ll 4959 5103 521.2 555.0 534.1 5438 355.0 565.94
7 Inflation-indgxed notes n.a. na na. n.a, na. n.a n.a. 7.4
8  Nonmarketable®,........... RN 1.542.9 1.643.1 1.657.2 1.857.5 1.778.3 1.802.4 1.857.5 18708
9 State and local government senes . 149.5 1326 104.5 101.3 97.8 95.7 101.3 104.8
10 Foreign issues™. .. ... e e 43.5 425 40.8 374 37.8 373 374 36.%
11 Government ................ 435 425 40.8 474 37.8 371s 474 36.8
12 Public. ........ 0 0 0 0 0 0 .0 .0
13 Savings bonds and note 169.4 1778 181.9 1824 183.8 184.2 1824 182.6
14 Government account seri e . . 1.150.0 1.259.8 1,299.6 1,505.9 1,428.5 1.454.7 1,505.9 1.516.6
15 Non-interest-bearing ... 34 RIX) 243 6.0 343 4.0 6.0 58
By holder®
16 US. Treasury and other federal agencies and trust tunds . ....... ... ... 1,153.5 1.257.1 1.304.5 1.497.2 1.422.4 1.447.0 1.497.2
17 Federal Reserve Banks .......... R 3342 374.1 391.0 410.9 391.0 3v0.9 4109
18 Private investors .. ... 3,047.4 3168.0 3,294.9 34112 3.347.3 3,386.2 34112
19 Commercial banks. . ..... 3222 290.4 2787 272.0 280.2 2748 272.0
20 Money market funds 80.8 67.6 71.3 92.1 82.1 85.2 92.1
21 Insurance companie: 234.5 240.1 2415 REEXI) 2344 2345 234.0
22 Other companies . . 213.0 2265 228.8 2585 230.9 249.1 258.5 n.a
23 State and local treasuries™ 590.8 468.3 344.1 290.0 316.8 2985 290.0
Individuals
24 Savings bonds 171.9 180.5 185.0 187.0 186.5 186.8 187.0
25 Other securities 137.9 150.7 162.7 169.6 161.1 167.0 169.6
26 Foreign and international” . 623.0 688.6 862.2 11315 959.8 10309 1.131.5
27 Other miscellaneous investors” 673.3 K55 3 920.6 776.5 895.5 859 4 776.5

The U.S. Treasury first issued inflation-indexed notes dunng the first quarter of 1997
. Includes (not shown separately) securities issued to the Rural Electrification Administra-
tion, depository bonds, retirement plan bonds, and individual retirement bonds.

3. Nonmuarketable series denominated in dollars, and series denominated in foreign cur-
rency held by foreigners.

4. Held almost entirely by U.S. Treasury and other federal agencies and trust funds.

5. Data for Federal Reserve Banks and U.S. government agencies and trust funds are actual
holdings; data for other groups are Treasury estimates.

6. Includes state and local pension funds

7. In March 1996, 1n a redefinition of series, fully defeased debt backed by nonmarketable
federal secunuies was removed from “'Other miscellaneous investors™ and added 1o “State and
local treasuries.” The data shown here have been revised accordingly

to—

K Consists of investments of foreign balances and international accounts 1 the United
States,

9. Includes savings and loan associattons, nonprofit institutions, credit unions, mutual
savings banks. corporate pension trust funds, dealers and brokers, certain U.S. Treasury
deposit accounts. and federally sponsored agencies.

SOURCE. U.S. Treasury Decpartment, data by type of security, Monihly Statement of the
Public Debt of the United States, data by holder, Treasury Bulletin
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1.42  U.S. GOVERNMENT SECURITIES DEALERS Transactions'
Millions of dollars, daily averages
1997 1997, week ending
Item
Jan. Feb. Mar. Mar. 5 Mar. 12 Mar. 19 Mar. 26 Apr. 2 Apr. 9 Apr. 16 Apr. 23 Apr. 30
OUTRIGHT TRANSACTIONS?
By type of security
1 US. Treasury bills ................ 45941 43,025 51,477 57,425 46,179 45,170 57.182 57,308 48,797 56,123 41,435 47.730
Coupon securities, by maturity
2 Fiveyearsorless................ 110.875 108,283 116,859 125,323 104,384 108,231 132,151 118,691 101,182 97,085 105,669 120,966
3 More than five years .. 55,797 66,967 56,149 67,771 53,631 53512 55,090 54,252 50,739 50,914 43433 51.596
4 Federal agency . ...... 35,624 36.070 36,352 36,842 33,366 36.004 36,538 43,487 34,627 30,995 16,003 49,033
5 Mortgage-backed .................. 45,018 45373 41,420 44,647 54,640 35581 31773 42,243 62,772 37574 34216 33,270
By tvpe of counterparty
With interdealer broker
6 US Treasury ................... 122,621 122,673 127,746 138,676 116,349 118.810 141,227 128,483 113.629 118.529 106,416 125,095
7  Federal agency ... 1,141 1,338 1,117 1,283 1,406 849 1,123 801 1215 923 1,200 866
8  Mortgage-backed 14419 15,872 15,314 16.722 18,741 13,083 12,382 17,546 17,354 12.51) 11,631 12,747
With other
9 US.Treasury ................... 89,993 95,602 96,739 | 111,843 87.846 88,104 | 103,195 | 101,767 87,089 85.592 84,121 95,196
10 Federal agency . .. 34,483 34,732 35,235 35,559 31,960 35,155 35414 42,686 33,412 30,072 34,803 48,168
11 Mortgage-backed ................ 30,598 29,501 26,105 27,925 35,898 22,498 19,390 24,696 45,418 25.064 22,585 20,523
FUTURES TRANSACTIONS?
By rype of deliverable security
12 US. Treasury bills ................ 206 296 433 272 272 435 747 287 213 222 98 n.a.
Coupon securities, by maturity
13 Fiveyearsorless................ 1.489 1,797 2,150 3,316 1,845 2.059 1,681 2,561 1,407 1,532 1,798 1,806
14 More than five year: 14,518 13,442 14,670 15,867 14,100 15,972 13,807 13.205 12417 12,617 10,399 13,467
15 Federal agency . . (] 0 0 0 0 0 0 0 0 0 0 0
16 Mortgage-backed .................. 0 0 0 0 0 0 0 0 0 0 0 0
OPTIONS TRANSACTIONS*
By tvpe of underlving security
17 US. Treasury bills ................. 0 0 0 0 na. 0 0 0 ] 0 ] Q
Coupon securities, by maturity
18 Five yearsorless............. .. 3288 3,770 3,469 4,496 2,588 3,618 4,056 2,286 3,300 3475 3319 3,049
19 More than five years 5.045 5,196 4,649 5,079 4,568 4,658 4,118 5513 4,207 3461 3,586 5.360
20 Federal agency .. ..... 0 0 0 0 0 0 0 0 0 0 0 0
21 Mortgage-backed .................. 455 734 578 274 469 626 786 663 559 917 438 392
|

1. Transactions are market purchases and sales of securities as reported to the Federal
Reserve Bank of New York by the U.S. government securities dealers on its published list of
primary dealers. Monthly averages are based on the number of trading days in the month.
Transactions are assumed evenly 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 value of the underlying
securities.

Dealers report curnulative transactions for each week ending Wednesday.

2. Outright transactions include immediate and forward transactions. Immediate delivery
refers to purchases or sales of securities (other than mortgage-backed federal agency securi-
ties) for which delivery is scheduled in five business days or less and “when-issued”
securities that settle on the issue date of offering. Transactions for immediate delivery of mortgage-
backed agency securities include purchases and sales for which delivery is scheduled in thirty business
days or less. Stripped securities are repocted at market value by matunity of coupon or corpus.

Forward transactions are agreements made in the over-the-counter market that specify
delayed delivery. Forward contracts for U.S. Treasury securities and federal agency debt
securities are included when the time to delivery is more than five business days. Forward
contracts for mortgage-backed agency securities are included when the time 1o delivery is
more than thirty business days.

3. Futures transactions are standardized agreements arranged on an exchange. All futures
transactions are included regardless 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 are not published because of insufficient activity.

Major changes in the report form filed by primary dealers induced 2 break in the dealer data
series as of the week ending July 6, 1994,
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1.43  U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing'
Millions of dollars
1997 1997, week ending
Ttem
Jan. Feb. Mar. Mar. 5 Mar. 12 Mar. 19 Mar 26 Apr. 2 Apr. 9 Apr. 16 Apr. 23
Positions?
NFT OUTRIGHT pOSITlONS1
By type of securiy
I US Treasury bulls ... .. ... 5.582 5.047 14,352 15,465 14,794 8,298 10,344 26.710 3,724 —7.883
Coupaon securities, by maturity
2 Fiveyeansorless.............. - -8518 —8,602 —20,140 -19,249 ~13,783 —26.300 —19.581 —22,088 —28,635 =21.512
3 More than five years . ............. —24,851 —20,818 -28,545 —23,742 -26,745 —28,827 —31,508 -31,328 —28.769 -27,939
4 Federal agency . ... . .. 25,134 22,896 24.380 19,595 25,946 24816 24272 26,516 27.781 31474
5 Mortgage-backed . ... .. oLl 37.786 39.289 40.292 41,819 38,726 43914 39,745 36.652 36,155 34,737 34,286
NET FUTURES POSITIONS®
By type of deliverable securiry
6 US. Treasury bills . . ... .. Lo -2.074 —3,437 —-2.494 —2.848 —-2920 —2,1%6 ~2.029 —2,625 —2.870 -2225 -2
Coupon securitics, by maturity
7 Fiveyearsorless.......... . .. ... 388 851 3,130 2,406 2403 3,893 3,093 3,855 4,792 4883 1,067
8  More than five years ... -7.784 —11.153 -5,256 -8.454 —5.,803 —4,903 -3,899 —3.686 —2955 -5.794 -5.822
9 Federal agency - .. 0 0 0 0 0 0 0 0 0 0 [§]
10 Mongage-backed .................. 0 0 0 0 0 0 0 0 0 0 [i]
NET OPTIONS POSITIONS
By type of deliverable security
11 US. Treasury bills . ............ .. 0 0 0 0 0 0 0 0 0 0 0
Coupon securities. by maturity
12 Fiveyearsorless............ ~3.148 —2.518 —2.532 —2.063 -2.078 —2.184 -3,574 —2,665 - 3793 SRR RN BRA RS
13 More than five years ..... -5 382 —433 —-242 -327 =517 181 -1515 - 1.592 - 1,187 -974
14 Federal agency . . . 0 0 0 [i] 4] 0 0 0 Q 0 0
15 Mortgage-backed .. ......... ... ... 1,123 1,383 1405 701 656 1,420 2,088 2,180 2124 2439 247
Financing<
Reverse repurchase agreements
16 Overnight and continuing ........ 276,107 298.37) 284.574 291.399 292.233 276.570 281.084 283,120 276,493 269,801 274,540
17 Term ... JR6.628 87,843 502,687 478.859 503.643 524,732 516.788 480,771 536,000 532,910 570.364
Securities borrowed
18 Overnight and continuing ..... ....... 199,784 205.656 213214 206,506 218,683 213,561 211,626 214,001 213709 211,511 211,307
19 Term.......ooooii 80.149 83514 71877 80.628 79,553 79,443 74917 74,734 78,199 81,905 85,447
Securities received as pledge
20 Overnight and continuing . . . 5,298 3.204 5,937 3.088 4,267 7316 7.248 7,356 7.588 8.428 5,722
20 Term . ..o 45 43 na. na. na. n.a. n.a. na. n.a na. n.a.
Repurchase agreements
22 Overnight and continuing ............ 578,791 604,841 599.641 608.923 611.677 590,616 588,444 601,817 610.03R 609.606 586,782
23 Term. . . . Lo 443233 453814 456,364 433,452 458.23% 481,060 475.466 415,957 471,071 475,738 515,663
Securities loaned
24 Overnight and continuing .. .. ... 4,481 6881 5,321 6,071 4,699 5,045 5764 5,207 5.289 6.535 5.135
25 Term .. . L. 4.864 6.746 6.057 7455 7.174 7,201 4,062 4,585 4.189 3,912 4.595
Securities pledged
26 Overnight and continuing ... ........ .. 58.140 57.526 62,775 57,720 60,739 62,787 68,035 63,301 56,671 56,443 60,220
27 Term ... oo 2391 2,245 2026 1.702 £.809 2,297 2470 1.653 2,359 2,570 2,325
Colluteralized loans
28 Overmight and continuing .. ... . ..., n.a. na. na. na. na. na. n.a n.a. na, n.a. n.a,
29 Term . ... . AN n.a. n.a. na n.a. na n.a. na n.a. n.a, n.a. na
30 Total . 9.386 11457 10.604 11.763 13223 12,553 6.327 9.037 13482 14,008 11,298
MEMO' Matched book®
Securities in
31 QOvernight and continuing ............ 279,556 294,190 281,495 276941 291,987 284,004 274,067 278,245 276,500 272,708 285,844
2 Term ... 485,466 487.344 487.773 469.602 491,281 507,351 494,039 464.853 515,407 527.157 551,947
Securities out
33 Overnight and continuing ........ 351,842 367.612 356.156 370.533 357,073 344.713 363,626 357,959 365,058 363,043
34 Term . ...l 392,408 400,188 372.589 395.991 414850 409,064 359,443 457,422 409.212 448,247

1. Data for posiions and financing are obtained from reports subnutted to the Federal
Reserve Bank of New York by the U.S. government securities dealers on its published list of
primary dealers. Weekly figures are close-of-business Wednesday data. Positions for calendar
days of the report week are assumed to be constant. Monthly averages are based on the
number of calendar days in the month.

2. Securities positions are reported at market value.

3. Net outright positions include immediate and forward positions. Net immediate posi-
tions include sccurities purchased or sold (other than mortgage-backed agency securities) that
have been delivered or are scheduled 10 be delivered in five business days or less and
“when-issued™ securities that settle on the 15sue date of offering. Net immediate positions for
mortgage-backed agency sccurities nclude securities purchased or sold that have been
delivered or are scheduled to be delivered 1n thirty business days or less.

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

4. Futures positions reflect standardized agreements arranged on an exchange. All futures
positions are included regardless of ume to delivery.

5 Overnight financing refers to agreements made on one business day that mature on the
next business day; continuing contracts are agreements that remain 1n effect for more than one
business day but have no specihc maturity and can be termiated without advance notice by
either party; term agreements have a fixed maturity of more than one business day. Financing
data are reported in terms of actual funds paid or received. including accrued interest.

6. Matched-book data refiect financial intermediation activity in which the borrowing and
lending transactions are maiched. Matched-book data are included in the financing break-
downs given above. The reverse repurchase and repurchase numbers are not always equal
because of the “matching™ of securties of different values or different types of collateraliza-
non.

NOTE “n.a.” indicates that data are not published because of insufficient activity.

Major changes in the report form filed by primary dealers induced a break in the dealer data
<eries 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
1996 1997
Agency 1993 1994 1995 1996
Oct, Nov. Dec Jan. Febh.
| Federal and federally sponsored agencies. . ....... ........... 570.711 738,928 844.611 925,823 901,089 912,100 925,823 939416 927,400
2 Federal agencies. . ... ... . . e 45.193 39,186 37.347 19.380 30L800 29.909 29.380 29,481 29,302
3 Defense Depdrtmem 6 6 6 6 6 6 6 6 6
4 Export-Import Bank™ 5315 3455 2.050 1447 1.828 1.828 1.447 1437 1.437
5 Federal Housing Admmistration® 238 116 97 84 §2 84 ¥d 144 146
6  Government National Mongage Association certitic
pau'nupauoni . na. na. na. n.a. n.a. na. n.a.
7 Postal Service” 9,732 8.073 n.iv n.a. Nt 0.4 n.a.
8  Tennessee V’llky 29,885 27536 28,884 27.991 27XS% 27831 27714
9 United States Railway n.a. na. na. n.d. na. ni .
10 Federally sponsored ;qygnym; ....... 523452 69y, 74’ R07.264 806,443 870.289 8R2.191 8U6.443 vHY HYR 898097
11 Federal Home Loan Banks 139,512 243194 263,404 253836 252868 257053 255407
12 Federal Home Loan Mortgage Corporation 49,993 119961 156,980 148,435 158,158 163,171 k
13 Federal National M()rlgb‘\"c A\SUU\III()II .. 201,012 299174 33L270 321010 324378 333302 332,040
14 Earm Credit Banks® 53,123 57379 60,053 59.712 59,747 67,610 60075
15 Student Loan Mdykclmg Association” 39.784 47.529 44763 47,225 46991 48.78R 48,707
16 Fmancing Corporation’” ... ... ... .. 8,170 R0 X170 8.170 8,170 8.170 8,170
17 Fanun Credit Financial Assistance Corpnmlmn 1.261 1.261 1,261 1.261 1,261 1,261 1,261
18 Resolution Funding Corpor.\lmni‘ 29,990 29,996 20996 29,996 29 996 29.996 24 ‘Nh 249,996 29,996
MEMO
19 Federal Financing Bunk debt’> ............................ 128,187 103,817 78,081 58,172 61,051 58,921 58.172 57,635 57,625
Lending to federal und fede ra]l} pomowd agt’m ics
20 Export-Import Bank' L e 5,309 3,449 2,044 1,431 1.822 1.822 1431 1,431 1434
21 Postal Service e 9,732 8.073 5763 na. n.a. n.a. Nt n.a. na.
22 Student Loan Marketing Assoc ation . . . e 4,760 n.a. . na. n.a. n.a na na. na.
23 Teanessee Valley Aulhomy 0,325 3,200 3.200 n.. n.a. na. na. n.a na.
24 United States Raitway Association® ... ... . L. . na. n.a. na na n.a. n.a. ., na n..
Other lending'
35 Farmers Home Administration. . . . . . .. 38,619 33,719 20018 18325 18,700 18,325 18323 17875 17.875
26 Rurad Electriication Administraion 17,578 17.392 17044 16.702 16,753 16.772 16.702 16.702 16,710
27 Other 45864 37984 29513 21,714 J 23,776 22.002 21,7014 21,627 21.609

1. Consists of mortgages assumed by the Defense Department between 1957 and 1963
under family housing and homeowners assistance programs

2. Includes participation certificates reclassihied as debt beginning Oct. 1, 1976.

3. On-budget since Sept. 30, 1976.

4. Consists of debentures issued m payment of Federal Housing Adnunistration wsurance
clarms, Once issued, these securities may be sold privalely on the securives markel.

5. Certificates of participation tssued before tiscal year 1969 by the Government National
Morigage Association acting as trustee for the Farmers Home Administration, the Department
of Health, Education, and Wetfare, the Department of Housing and Urban Development, the
Small Business Administration, and the Velerans Administration.

6. Off-budget.

7. Includes outstanding noncontingent habilities: aotes. bonds, and debentures. Includes
Federal Agricultural Mortgage Corporation; thercfore details do not sum to total. Some daa
are estimated.

3. Excludes borrowing by the Farm Credit Financiai Axsistance Corporation, which is
shawn on fine 17.

9 Before late 1982, the association obtaned financing through the Federal Financing Bank
(FFB). Borrowing excludes that obtaned from the FFB, which s showi on Jine 22.

10 The Fmancing Corporation, established i Avgost 1987 1o recapitalize the Federal
Savings and Loan Insurance Corporation, undertook its first borrowing m October 1987,

1f. The Farm Credit FFinancial Assistance Corporation. established in January 198% 10
provide assistance to the Farny Credit Systeny, undertook its first burrowing m July 1988,

12. 'The Resolution Funding Corporation, established by the Financral Institutions Reform.
Recovers. und Enforcement Act of 1989, undertook its first bonowing i October 1989,

13. The FFB, which began operations in 1974, s autharized to purchase or sell obligatians
issucd, suld, or guaranteed by other federal agencies. Recause FFB incurs debt solely tor the
purpose of lending to other agencies. its debt is not included m the main portion of the table 1o
avoid double counting,

14. Includes FFB puichas

of agency assets and guaranteed loans: the latier are loans
guaranteed by numcerous ncies. with the amounts guarantecd hy any one agency generally
bemng small The Farmers Home Administration entry consists exclusively of agency assets.
whereas the Rurad Eleetrdication: Admoistration entry conssts ot hath ageney assets and
guaeanteed loans,
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1.45 NEW SECURITY ISSUES Tax-Exempt State and Local Governments

Millions of dollars

1996 1997
Type of issue or 1ssuer. 1994 1995 1996
or use h
Sept. Oct. Nov Dec, Jan. Feb. Mar. Apr
1 Al issues, new and refunding1 ...................... 153,950 | 145,657 | 171,222 11,693 16,750 14,520 17,431 10,340 12,052 13,771 14,697

By type of 1sxne
General obligation FS 84,404 56,980 60,409 3,024 5.467 5,134 4,755 4,160 4.287 5,479 6,232
Revenue PR e 99 546 88.677 | 110813 8.66Y 11.283 9,386 12.676 6,180 7.765 8,292 8,465

Wt

By type of issuer
State ... oL e 19,186 14,665 13,651 874 1,769 1,351 663 728 713 4,037 1127
Special dhstrict or statutory authority” .| 95896 93,500 | 113,228 8,137 10,923 9.091 12,315 6,306 8.341 7,316 10.188
Municipality, county, or township 38,868 37,492 44.343 2,682 4,058 4,078 4,453 3,306 2.998 2,418 3,382

[N

-~

Issues for mew capital ... ... .. ... . L 105972 | 102,390 | 112.298 7837 12,113 8,656 12,311 6,106 8.409 8,853 11,551

By use of proceeds

& Education ... .. .. 21.267 23,964 26,851 1522 2,693 1,530 2.306 1.974 1.924 2,321 3,203
9 Transportabon .. o 10.836 11.890 12,324 850 2.907 1,164 736 808 639 393 1,858
10 Luhties and conservation 10,192 9.618 9.791 720 1,441 1,102 1.006 749 901 952 336
Il Social wellare ... .. .... 20,289 19,566 24583 2,100 1.573 1974 3.294 1,265 1,281 2,605 1,869
12 Indusoial wid - Lo 8,161 6,581 6,287 439 556 460 1,081 231 481 298 724

13 Other purposes .. ... ... 35.227 30,771 32.462 2.206 2,943 2426 1.888 1,079 3,183 2.287 3.55¢

1. Par amounts of long-term issues based on date of salc. SOURCE. Securities Data Company beginning January 1990; Investment Dealer's
2. Includes schoot districts. Digest before then.

.46 NEW SECURITY ISSUES US. Corporations

Millions of dollars

1996 1997
Type of iVS\U(‘. offering, 1994 1995 1996
OF bhsuer
Aug. Sept. Ocl. Nov. Dec. Jan, Feb. Mar
1 Alissues” L S 583,240 na. na. 44,447 60,578 60,387 57,937 48,747 57,186" 46,976" 53,984
2 Bonds' .. ... R . ... | 498.039 | 573,206 na. 38,685 53,875 47,498 44,569 39,585 44,027 38,976 46,301
By rvpe of offering
3 Public, domestic ........ . . L 365,222 | 408,804 386,280 32,605 44,658 39.855 38,948 37,108 35.449 32.827" 41,863
4 Private placement, domestic® . 76,065 87,492 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. na.
S Soldabroad ........... ... ... .. 56,755 76,910 74,793 6.081 9218 7,643 5,621 2477 8.577 6,149 4438
By indisiry group
6 Manufacturmg ...l L . 43,423 61.070 41.959 3,092 4.045 5,969 2.720 5.096 4,088 4,791 3,003
7 Commercial and miscelianeaus . 40,735 50.689 33,076 2,661 3,195 5010 4,282 1,727 4926 1,829 1,227
8 Transportation 6,867 8430 S 293 620 436 270 341 366 100 324
9 Public utility 13,322 13,751 8,161 174 279 1.067 773 680 858 1.477 1135
10 Communtcaton . 13,340 224999 13,320 1,450 829 802 475 628 1,210 655 2877
V1 Real estate and financial .. ... oL 380,352 | 416,269 358,446 31,016 44,908 34,215 36,049 31113 31578 30.124 37,685
12 S10CKS™ . e 85,155 100,573 na. 5,762 6,703 12,889 13,368 9,162 13,159 8,000 7,683
By 1vpe of offering
13 Public preferred. .. ................... . 12,570 10,917 33,208 1.168 1.890 3,855 5.656 5452 8.048 1,504 2,889
14 Common .. . .. RN 47.828 57,556 83.052 4.594 4813 9,034 7,712 3,710 5011 6,496 4,794
15 Private placement’ - o 24,800 32,100 n.a na. n.a. n.a. n.a. n.a. n.a. n.a.
By tndustry group
16 Manufacturing .......... ..., e 17,798 21.545° 1,050 787 1,588 1,530 899 608 2,008 1.034
17 Commeruu_l and muscellaneous . o . 15,713 27 844 n.a. 2,143 3,080 5,752 3974 2922 1,827 3,041 2,022
18 Transportation 2,203 804 143 0 42 367 54 250 258 50
19 Public utility .. 2214 1936 306 212 100 210 103 1,847 96 793
20 Communication ....... cees 494 1,077 51 0 480 42 23 0 28 0
21 Real estate and financial. .. ......... PN 46,733 47,367 | 2,070 2,624 4928 7,219 5,161 8.292 2,588 3.745
1. Figures represent gross proceeds of 1$sues maturing in more than one year: they are the 2 Monthly data cover only public offerings.
prmncipal amount or number of umts calculated by multiplying by the offering price, Figures 3. Monthly data are not avaiable.
exclude secondary offerings, employee stock plans, investment companies other than closed- SOURCE. Beginning Tuly 1993, Securities Data Company and the Board of Governors of
end. intracorporate transactions, equities sold abroad. and Yankee bonds. Stock data include the Federal Reserve System.

ownerstup securitics issued by limited partnerships.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Assets’

Millions of dollars

1996 1997
Item 1995 1996
Sept. Qct. Nov. Dec San. Feb. Mar." Apr.
| Sales of own shares? .. ...................... 871,415 | 1,149,918 84,171 92,730 87,958 122,792 134,460 102,169 101,390 110,431
2 Redemptipns of own shares .... .............. 699,497 853,460 65,601 72,537 65,949 87,949 96,243 73,871 79,976 100,135
3 Netsales™. . ... 171,918 296,458 18,570 20,193 22,009 34,843 38,218 28,298 21,413 10,296
4 Assets’ . ... 2,067,337 | 2,637,398 | 2,474,339 | 2,517,049 | 2,652,884 | 2,637,398 | 2,752,273 | 2,772,715 | 2,700474 | 2,782,127
5 Cash® oo 142,572 139,396 156,689 149,937 146,044 137,973 152,297 153,525 160,570 178,704
6Other ...t i 1,924,765 | 2,498,002 | 2,317,651 2,367,112 | 2,506,840 | 2,499,425 | 2599976 | 2,619,189 | 2,539.906 | 2,603,423

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 capial gains
distributions and share issue of conversions from one fund to another in the same group.

3. Excludes sales and redemptions resulting from transfers of shares into or out of money
market mutual funds within the same fund famity.

1.48 CORPORATE 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. [nvestment Company Institute. Data based on reports of membership. which
comprises substantially all open—end investment companies registered with the Securities and
Exchange Commission. Data reflect underwritings of newly formed companies after their
initial offering of securities.

1995 1996 1997
Account 1994 1995 1996
Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1
| Profits with inventory valuation and

capital consumption adjustment ................. 554.1" 604.8" 670.2° 580.8" 630.0" 628.3" 661.2" 672.1" 677.3" 670.1" na

2 Profits before taxes. . .............. 531.2 598.9 639.9 589.6 607.2 604.2 642.2 644.6 635.6 637.1 n.a.
3 Profits-tax liability . 195.3 218.7 233.0 214.2 224.5 218.7 2334 2364 2334 2289 n.a.
4 Profits after taxes . . 3359 380.2 406.8 3753 382.8 385.5 408.8 408.1 402.2 408.2 n.a.
5 Dividends......... . .o 2110 2274 2442 224.6 2285 2347 2399 243.1 245.2 248.7 254.2
6 Undistibuted profits . ................. ... 1248 1528 162.6 150.8 1543 1508 168.9 165.1 1569 159.5 na.
7 Inventory valuation .............. .......... ... -133 -28.1 -89 -423 -93 -8.8 -174 -11.0 20 ~9.2 3.0
8 Capital consumption adjustment . .................... 36.2" 340 39.2° 335 320" 329 364" 38.6° 397" 422" 442

SOURCE. U.S. Depastment 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
1995 1996
Account 1994 1995 1996
Q2 Q3 Q4 Ql Q2 Q3 Q4
ASSETS
L Accounts recervable, arns’ L 3510 614.6 658.3° 586.9 5947 614.6 621.8 6313 642.0 658.3
2 Consumer . ooLoooo Lo 134.8 152.0 154.5 141.7 146.2 152.0 1519 1546 154.8 154.8
3 Businews .. 376 3759 981" 3018 3624 3759 380.9 3837 387.0 398.1
4 Real estate 785 Rb.6 INS7 834 R6.1 86.6 89.1 931 100.2 105.7
S LESS  Reserves lor uncarned inconie. S5.0 63.2 9.1 62.1 61.2 63.2 61.5 59.6 589 59.1
6 Reserves for losses. ... .. 124 14.1 148 13.7 13.8 14.1 14.2 4.1 147 14.8
7 Accounts recenable. net .. e e 483.5 537.3 S84.4 S1L.1 519.7 5373 546.1 5577 568.4 584.4"
® Allother ... L0 L0 oL 183.4 210.7 2424 198.1 198.1 2107 212.8 216.1 2268 2425
9 Totalassets ... ..o Ll 666.9 748.0 826.9" 709.2 717.8 748.0 758.9 773.8 795.2 826.9"
LIABIITES AND CADITAL
10 Bank loaas 212 231 278 215 LR 231 235 26.2 275 278
11 Conmerctal paper [REX (84.5 1929 1X1.2 178.0 184.5 184.8 186.9 189.4 1919
Debi
2O0wedtoparent ..o 510 62.3 79.2 575 59.0 62.3 62.3 68.4 71.9 79.2
13 Not elsewhere ¢ ed . 2350 284.7 320.0 264.4 2721 284.7 2914 3013 3115 3200
14 All ther liabilities. . . . 99.5 106.2 109.1° 102.1 1024 106.2 105.7 100.1 102.8 109.17
15 Capital, surplus, and und 75.7 87.2 97.9 82.5 84.4 87.2 9L 909 92.1 979
16 Total liabilities and capital. ... ... ... ... 666.9 748.0 Lszs.t)’ 709.2 7178 748.0 758.9 7738 795.2 826.9"
I, [ncludes tmance company subsidiaries of bank holding companies but not of retailers 2 Before deduction for uncarned wcome and losses
and banks. Dara are wmounts carried on the balance sheets of linance companies: securitized
pools are nat shawa, as they are not on the books.
1.52 DOMESTIC FINANCE COMPANIES Consumer, Real Estate. and Business Credit'
Mithons of dollars, amounts outstanding, end of penod
1996 1997
Type of credit 1994 1995 1996
Oct. Nov. Dec. Jan. Feb. N Mar,
\ |
Seasonally adjusted
t Total . . o0 L 615,618 691,616 7858277 749,165 757.064 755,827" 762,305 763,525 766,110
2 Consumer | 176,085 198 861 203513 212,511 212.775 213513 213.504 213,429 209,196
3 Real estate” 78910 87,477 106,300 102,933 104,776 106,300 108.476 110,841 113,180
4 Business .. o0 360,624 405,678 4360147 433,720 439514 436,014" 440,325 439,255 443,734
Not seasonally adjusted
SToal o 620,975 697,340 761,756" 747,970 757.079 761,756" 763,714 764,717 768,186
6 Cansumer L 178,999 202,11 216886 213026 214227 216.886" 215022 213,058 208.059
7 Mator \‘\'thlC\.{ . 61.609 70,061 73.484 75917 75.304 73,484 73933 74,337 73139
8 Other cansuaier . Y 73,221 81.988 80,984 77.527 77,868 80,984 80927 79,798 77.274
9 Secunitized motor vehicles f 31.897 33633 15,644 34,603 34177 35,644 33976 33,069 32,101
H) Secunitizgd ather consumer 12272 16419 26,774 24979 26,878 26,774" 26,286 25,854 25.545
11 Real estate™ .. . . ..., 78479 86.606 105728 103,184 104,943 105,728 108.980 111,265 112,630
12 Busimess o000 363.497 408 633 439,142 431.760 437.909 439.i42° 439612 440,394 447497
13 Molor vehicley .. 118,197 133.277 142.009' 139,966 142.210 142,009 145329 148,334 152,037
14 Retanl Joans™ oo 2185 27.868' 29,088 28.R25 27,868 28.549 28,629 28,617
15 Wholesale Touns” 35037 32.337 30.515 32,337 338]1 36.259 38,846
16 Leases 61,640 S SERO4 80.363 81,804 82.96Y 83,446 84,574
17 Equpment ... .. .. .. 157,953 177.297 184942 179.997 184.942 182,484 181.949 183,155
IN Loans 49.35% 59.109 60.991 38,735 60,991 §7.977 56.785 57.366
v Leases. o Lo (08,595 118,188 12395) 121,262 112,062 123,951 124,507 125,164 125789
20 Other busmess” 61.495 65.363 750 74,055 73,999 71,110 71.784 72,718 74,434
21 Securitized busine 25,852 32,696 41.08] 37.742 39,471 41,081 40015 37,393 37.871
22 Retanl Joans . .. 1.494 4.723 5.250 4.650 5,402 5,250 5,086 4778 4,470
23 Wholesale loans. 14.826 21327 24732 23,183 23,391 24732 24,143 21,699 22.247
24 Leases Lo 6,532 6,646 11.099 9,909 10.678 11.099 10.786 10,916 11,154

1. Includes hnance company subsidiaries of bank holding compames bot not of retailers
and banks. Daty are belure deductions tor unearned meome and losses. Data m this lable also
appear 0 the Board ~ (.20 (4223 monthly statstea! release. For ordering address see inside
front cover.

2. Includes abl loans secured by liens on dny type of real estate, for example, fiest and junior
mortgages and haime equity loans,

3. Includes personal cash louns. mobile home loans, and loans o purchase other types of
consumer goods such as apphances, apparel. general merchandise, and recreation vehicles,

4. Outstanding baiances of pools upon which securities have been issued; these balances
are no longer carried on the bakance sheets of the loan originator,

5. Passenger car fleets and commercial land vehicles for which licenses are required.

6. Credit arising from transactions between manufacturers and dealers. than s, floor plan
financing

7. Begming with the June 1996 data, retail and wholesale business equipment loans have
heen combined and are no langer separately available.

% Includes loans on commercial accounts receivable. factored commercial accounts, and
recewvable dealer capital: small loans used primarily for business or farm purposes; and
wholesale and lease paper tor mobile homes. campers, and trave) trailers.
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1.53 MORTGAGE MARKETS Mortgages on New Homes
Millions of dollars except as noted
1996 1997
[tem 1994 1995 1996 [
Oct. Nov. Dec. Jan. Feb. Mar. Apr.
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Terms'
1 Purchase price (thousands of dollars)........ ........ 170.4 175.8 182.4 183.9 188.1 170.8 1724 166.6 169.2 1725
2 Amount of loan (thousands of dollm) . 130.8 1345 1392 139.0 143.3 129.9 133.6 1309 1321 134.8
3 Loan-to-price ratio {percent) . 78.8 78.6 78.2 7.7 78.0 79.3 79.7 80.9 80.8 81.1
4 Maturity (years)...................... 27.5 27.7 27.2 27.4 274 27.5 279 28.2 28.0 278
5 Fees and charges (percent of loan amount 1.29 1.21 1.21 1.1t 1.19 1.01 1.02 1.03 0.99 1.04
Yield (percent per year)
6 Contract rdlel . 7.26 7.65 7.56 7.76 7.60 7.63 7.65 7.61 7.72 7.86
7 Effective rate™ = 747 7.85 777 7.95 7.80 7.79 7.81 778 7.88 8.03
8 Contract rate (HUD scries)* 8.58 8.05 8.03 8.01 7.73 7.91 794 7.94 825 8.19
SECONDARY MARKETS
Yield (pervent per year)
9 FHA monpages (Sectmn WHL 8.68 8.18 8.19 8.00 8.14 8.06 8.06 8.0 8.55 8.56
10 GNMA securities” ... ..o 7.96 7.57 48 7.53 7.19 7.33 7.51 7.37 7.69 7.80
\
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
L Tatal oo 222,057 253,511 287,052 279.544 283.835 287,052 288,504 288,951 292115 295 804
[2  FHA/VA insured 27,558 28,762 30,592 30,815 30.744 30,592 30.352 30,119 30.100 30,839
13 Conventional ....... . . ... .. L. 194,499 224,749 256,460 248,729 253,091 256,460 258,152 258,832 262.015 264.965
14 Mortgage transactions purchased (during penod) . . 62,389 56.59% 68.618 4235 6805 6,178 4,128 39 S.839 6,681
Mortgage commitments (during period)
1S LSSUEA . oo e 54,038 56,002 63,859 5.199 6,533 3991 4,384 4.407 8.299 3.898
16 1.820 360 3 0 4 28 71 0 1 0
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgare holdings (end of permdA
17 Total.................. 72,693 107,424 137,755 132.259 135,270 137,755 138.935 139925 144,558 147,150
18  FHA/VA insured 276 267 220 227 223 220 216 213 i n.a.
19 Conventiona) 72,416 107.157 137,535 132,032 135,047 137,535 138,719 139,712" 144,349" n.a.
Mortgage transactions (durmq period)
20 Purchases .. ............. . . ...... 124,697 98.470 128,566 9.538 9.198 9,943 9.507 8204 7403 8,981
20 Sales. .. . ... .o L 17,110 85877 119702 8,797 8.456 9,220 9.204 10271 6,796 8,269
22 Mortgage commitments contracted (during peniod)” . .. .. 136.067 118,659 128,995 8214 9,032 9,905 H,021 7,537 7.595 9.746

1. Weighted averages hased on sample surveys of mortgages originated by major institu-
tional lender groups for purchase of newly built homes; compiled by the Federal Housing
Finance Board in cooperation with the Federal Deposit [nsurance Carporation.

2 fIncludes all fees, commissions, discounts. and “ponts’” paid (by the borrower or the
seller) (o obtain a Joan.

3. Average effective interest rate on loans closed for purchase of newly built homes.
assuming prepayment at the end of ten years.

4. Average contract rate on new commitments for conventional first mortgages; from U.S.
Department of Housing and Urban Development (HUD). Based on transactions on the first
day of the subsequent month.

5. Average gross yield on thtrty-year, mimmum-downpayment first mortgages insured
by the Federal Housing Administranon (FHA) for immediate dehvery in the private
secondary market. Based on transactions on first day of subsequent month.

6. Average net yields to investors on fully modified pass-through securities backed by
mortgages and guaranteed by the Government National Mortgage Association (GNMA).
assuming prepayment in twelve years on pools of thirty-year mortgages insured by the
Federal Housing Admunistration or guaranteed by the Department of Veterans Affairs

7. Docs not include standby commitments issued, but includes standby commiments
converted.

8. Includes participation loans as well as wholc loans.

9. Includes conventional and government-underwritten loans. The Federal Home Loan
Mortgage Corporation’s mortgage commitments and mortgage transactions include activity
under mortgage securities swap programs, whereas the corresponding data for FNMA
exclude swap activity.



1.54 MORTGAGE DEBT OUTSTANDING'

Millions of dollars. end of period

Real Estate A35

1995 1996
Type of holder and property 1993 1994 1995
Q4 Ql Q2 Q3 Q4"
I Allholders. . ... ... ... ... ... ... ... 4,275,217 4,481,075 4,714,346 4,714,346 4,792,478 4.889,980 4,975,730 5,054,447
By type of property

2 One- to four-family residences ... . ... ... e S| 3233830 3.437.781 3,634,060 3,634,060 2,699,671 3.778.471 3,853,772 3.912,079

3 Mulufamily residences. PO 270.824 275,705 287,993 287,993 291,893 297,223 301.635 309.266
4 Nonfarm. nonresidential. . PN . . . 689,365 684,618 707,673 707,673 715.696 727,743 732,905 744994

SFarm ... ... 81,198 82971 84,620 84.620 85217 86,544 R7418 88.108

By iype of holder

6 Major linancial wistitgtions . 1.768.,093 1.815.845 1,888.970 1,888,970 1,901,524 1,925,056 1.953.214 1,977,208

7 Commercial banks” 940,595 1,004.322 1,080,366 1,080,366 1.087.207 1.099.643 112,961 1,136.139

8 One- to four-tamily 556,660 611,391 663,614 663,614 665.935 670.756 679.254 696,340

9 Multifamily. ........ . 38.657 39,360 41,842 43,842 44,700 45,368 46,530 47,026
10 Nonfarm, nonresidential. 324413 331,004 349.081 349,081 352,641 358,956 362,362 367,893
11 Farm.... ... 20,866 22,567 23,829 23,829 23,931 24,563 24,815 24.880
12 Savings institutions 598,437 596.191 596,789 596,789 602,631 612,849 628,037 628.719
13 One- to four-family . . N .. 470,000 477,626 482,351 482,351 489,634 499021 513,291 513,644
14 Multifamily. . ......... N .. AN 67.367 64.343 61,98R 61,988 60.540 60.820 61,434 61,670
15 Nonfarm, nonresidential. . B A 60.765 53,933 52,162 52,162 52.155 52.688 52,991 53,073
16 Farm ...... 105 289 288 288 302 320 320 KR
17 Life insurance com;mmea . 229,061 215,332 211,815 211.815 211,686 212,565 212216 212,351
18 One- to four-family .. 9,458 7.910 7476 7476 7472 7.503 7.48% 7,493
19 Multifamily. . ....... 25814 24,306 23,920 23,920 23,906 24,007 23.959 23,972
20 Nonfarm, nonresidential. NN . 184,305 173,539 170,783 170,783 170.681 171,402 171.059 171,152
21 Farm .... . ........... . 9,484 9577 9,636 9,636 9.627 9.653 9,710 9,735
22 Federal and related agencies ....... ....... e 327,014 319,327 313,760 313.760 312,950 314,694 311.697 308,708
23 Government National Mortgage Association . . . 22 6 2 2 2 2 2 2
24 One- to four-family 15 6 2 2 2 2 2 2
25 Multifamily. . . . 7 0 0 0 0 0 0 0
26 Farmers Home Adminis 41.386 41,781 41,791 41,791 41,594 41,547 41,575 41,596
27 One- to four-family 15.303 13.826 12,643 12,643 12,327 11,982 11,630 11,319
28 Multifamily. . ...... 10,940 11.319 11.617 11,617 11,636 11.645 11,652 11.685
29 Nonfam. nonresiden 5.406 5.670 6,248 6.248 6.365 6,552 6,681 6.841
30 Farm . .. 9,739 10,966 11.282 11,282 11.266 11.369 11613 11.752
31 Federal H()Lmng an 12215 10,964 9.809 9.809 8.439 8,052 6.627 5,977
32 One- 1w tour-family .. 5,364 4,753 3,180 5,180 4,228 3.861 3,190 3,258
33 Multifamily N 6,851 6,211 4,629 4,629 4,211 4,191 3438 2,719
34 Resolution Trust Corporatlon . . .. 17,284 10.428 1.864 1.864 0 0 0 0
35 One- to four-famity ......... .. 7.203 5.200 691 691 0 0 0 0
6 Multifamily. .. ....... .. .. 5.327 647 647 0 0 0 0
37 Nonfarm, nonresidential. 4,754 525 525 0 0 0 0
1y Farm ... . .......... 0 0 0 0 0 a 0 0
39 Federal Depasit Insurance Corporation. . - .. 14,112 7821 4,303 4,303 5,553 5,016 4,025 1,277
40 One- to four-family ....... . .. 2.367 1049 492 492 839 840 675 231
4t Muttifamily. ... oo e 1,426 1,595 428 428 1.099 955 766 194
42 Nonfarm. nonresidential. o 10,319 S5.177 3,383 3,383 3616 3.221 2.584 853
43 Farm ... . ......... 0 0 0 0 0 0 0
43 Federal National Mortgage Association 166.642 178.059 13,782 183,782 183,531 186.041 185,221 184,445
45 One- 10 four-family ..... . ... .. ... 151,310 162,160 168.122 168.122 167.895 170,572 170.0%3 169,765
46 Mulufamily. ... 15.332 15,899 15.660 15,660 15,636 15.469 15,138 14,680
47 Federal Land Banks . 28,460 28,555 28428 28,428 28.891 29,362 29,579 29973
43 One- to four-family 1,675 1,671 1,673 1,673 1,700 1,728 1,740 1,764
49 Farm 26,785 26,885 26,755 26,755 27,191 27,634 27839 28210
50 Federal Home Loan Mortgage Corpormmn 46.892 41,742 43,781 43,781 44,939 44,674 44,668 45437
51 Onc- to four-family ... .. 44,345 3%.882 39,929 39,929 40,877 40477 40304 40.691
52 Mulufamily. . ... ... 2.547 2.830 3,852 3,852 4.062 1197 4364 4.746
53 Mortgage pools OF WUStS™ ... . .ooiii e 1.570.666 1.726.833 1.861.864 1.861.864 1,905.515 1.963.909 2,008,229 2.055.077
54 Government National Monga;,e Association . .. 414,066 450934 472,292 472.292 475829 485.441 497.248 505,977
55 One- to four-family . 404.864 441,198 461,447 461447 464,650 473.950 485,303 493,795
56 Multifamily 9,202 9.736 10,845 11,179 11,491 11.945 12,182
57 Federal Home Loan Mon;:age (‘nrporauon . 447,147 490.851 515,051 524,327 536.671 545.608 554,260
5% One- 10 four-family . 442,612 487.725 512,238 521,722 534238 543.341 551,513
59 Mulfamily. . ... 0 L 4,535 3,126 2.813 2,605 2.207 2.747
60 Federal National Mortgage Aswuanon .. 495,525 530,343 582,959 599,546 636,362 650.780
6l One- to four-family 486,804 520.763 569.724 585,527 619.869 633210
62 Multifamuly. . 8,721 9580 13.235 14,019 16,493 17,570
63 Farmers Home Admi 28 19 3 10 7 3
64 One- to four-family . 5 3 2 ) 0 0
65 Maultifamily . 0 0 0 ] 0 0 0
66 Nonfarm, nonresidential. 13 9 5 5 5 4 il
67 Famy , e 10 7 4 4 4 3 3
68 Private monuge conduns 213901 154,686 291,551 291,551 305,803 320,502 329.003 344,057
69 One- 1o four-family® 179,730 202,987 222.892 222,892 230,221 239.153 244.527 246,904
70 Muitifamily, ......... 8,701 14,925 21.279 21,279 24477 26.809 28,141 33,689
71 Nonfarm, nonresidential. . . . . .- 25469 36,774 47.380 47.380 51,104 54,541 56,336 63,464
72 Farm .. . e 0 0 0 4] 0 0 §] 0
73 Indwiduals and others’ . ... ... N e 609.444 619,069 649,752 649,752 672,488 686.321 702,590 713,454
74 One- 10 four-tamily ... 456,115 460,632 485.5%84 485.584 506,641 518116 333,074 542,151
75 Multifamaly . . . . 65,398 69615 73.239 73,239 73,823 74.824 75,510 76,387
76  Nonfarm, nonresidential. . ... ... ... .. 73,922 76,142 78,105 78,105 79.129 80.379 80,888 81.718
TT 0 O FaImoo e 14,009 12.681 12,824 12.824 12.896 13.002 13.118 13,198

. Multifamly debt refers to loans on structures of five or more units.

2. Includes loans held by nondeposit frust companies but not Joans held by bank trust
depdnmenls

3. Includes savings banks and savings and loan associations.

4. FmHA-guaranteed securities sold to the Federal Financing Bank were reallocated from
FmHA morigage pools to FmHA mortgage holdings in 1986:Q4 because of accounting
changes by the Farmers Home Admuimistration,

5 Outstanding principal balances of mortgage-backed securities insured or guaranteed by
the agency indicated.

6. Includes securitized home cquity loans.

7. Other holders include mortgage companies, real estate investment trosts, state and local
credit agencies, state and local retirement funds, nominsured pension funds, credit unions, and
finance companies.

SOURCE. Based on data from various institutional and government sources. Separation ot
nonfarm morigage debt by type of property. if not reported directly. and interpolations and
extrapolations, when required for some quarters, are estimated in part by the Federal Reserve
Line 69 from Inside Mortgage Securities and other sources.
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1.55 CONSUMER CREDIT'

Millions of dollars, amounts outstanding, end of period

1996 1997
Holder and type of credit 1994 1995 1996"
Oct. Nov. Dec.” Jan. Feb. Mar
Scasonally adjusted
1 Total. ... 966,457 1,103,296 1,193,205 1,185,340° 1,190,219° 1,193,205 1,203,454 1.210,203 1.212,229
2 Automobile . ... .. 317,182 350,848 375.482 375.174¢ 374,635 375.182 376.149 375,344
3 Revolying. . . . 339,337 413,894 467,854 458,440 464,267 467.854 476,261 482,764
40ther?. .. L 309,939 338,554 350.169 351,726" 351,317" 350,169 351,044 352.548 354.120
Not seasonally adjusted
STotal. .. 990,247 1,131,881 1,225,101 1,187,081" 1,198,107" 1,225,101 1,214,650 1,206.90] 1,200,956
By major holder
6 Commercial banks. .. . ... ..., .. . 462,923 507753 530081 521.258 522,973 530,081 527210 521,292 515,186
7 Finance companies ........ ...... S 134,830 152,624 154,468 153,444 153.172 154,468 154860 154,135 150413
8 Credit unions .. . . . 119,594 131,939 144,148 143.018' 143,296" 144,148 144,432 143,788 143,942
9 Savings institutions 38,468 40,106 44711 44,860 44,786 44,711 44,636 44,563 44,488
{0 Nonfinancial business” . . . 86,621 85,061 79,745 67.954" 69.808" 79,745 75611 72639 74.559
11 Pools of securitized assets*. .. ............ 147,811 214398 271.948 256.547 264,072 271.948 267,881 270,484 272.368
By major type of credit®
12 Autommobile . ...l 319,715 354,055 378,791 A79.457" 378.788" 3178.791 375.740 374012 A71,351
13 Commercial bank . 141,895 149,094 153,983 154.841 154,837 153,983 153,256 152,311 151,186
14 Finance companies . 61,609 70626 73484 75917 75.304 73484 73.933 74,337 73,139
15 Pools of securitized assets®. . ... ... F 36,376 44411 51,171 48.020 48.242 51,171 48,473 47,070 46,266
357,307 435,674 492,367 457.926' 467,958" 492367 483,966 479,935 476,744
182,021 210,298 228615 214,995 217.924 228.615 224,153 217.709 210,157
18  Nonfinancial business® . . 56,790 51,525 46.901 38,105 19.275 46,901 43.900 41,813 43979
19 Pools of securitized assets®. .. .......... 96.130 147934 188.712 178.590 183,987 188,712 187,865 192,332 194,823
200ther ... 313,225 342,152 353.943 349,608" 351.361" 353.943 354.944 352,954 352,861
21 Commercial banks . 139,007 148,361 147,483 151,422 150,212 147,483 149.801 151272 153,843
22 Finance companies | 73,221 81,998 80,984 77,52 77,868 80,984 80.927 79,798 77,274
23 Nonfinancial business® 29,831 31,536 32844 29,849° 30,533 32,844 31,731 30,826 30.580
24 Pools of securitized assets™ . ............ 15,305 22053 32.065 29937 31,843 32,065 31,543 31,082 31,279
1. The Board’s series on amounts of credit covers most short- and intermediate-term credit 3. Includes retailers and gasoline companies.
extended to individuals. Data in this table also appear in the Board's G.19 (421) monthly 4. Outstanding balances of pools upon which securities have been issued: these balances
statistical release. For ordering address. see inside tront cover. are no loager carried on the balance shieets of the loan originator.
2. Comprises mobile home loans and all other loans that are not included in automobile or S. Totals include estimales for certain holders for which only consumer credit totals are
revolving credit, such as loans for education. boats, trailers, or vacations. These loans may be available,
secured or unsecured.
1.56 TERMS OF CONSUMER CREDIT'
Percent per year except as noted
1996 1997
ltem 1994 1995 1996
Sept. Oct. Nov. Dec. Jan. Feb. Mar.
INTEREST RATES
Commercial banks®
1 48-month new car .. . e S 8.12 9.57 9.05 n.a. na. 9.03 n.a. fa, 8.92 n.a.
2 24-month personal. . ............... RN 13.19 13.94 13.54 na. N, 13.62 na. n.a. 1346 n.a.
Credit card plan
3 Allaccounts. ... ...l 15.69 16.02 15.63 n.a. n.a. 15.62 n.a. a.a. 15.88 na
4 Accounts assessed interest ., . ...... S 1577 1579 15.50 n.a. na. 15.52 n.a. na. 15.13 n.a.
Auto finance companics
SNewcar........ ..., 9.79 11.19 9.84 10.52 10.40 10.31 8.60 7.17 7.44 8.08
6 Usedcar.. ... 13.49 14.48 13.53 13.87 13.75 13.56 1342 12.93 13.08 13.18
OTHER TERMS®
Maturity (months)
7 New car 54.0 54.1 516 519 525 523 523 §5.1 34.6 535
8 Used car 50.2 522 514 51.0 511 50.3 49.9 SIS 511 511
Loan-to-value ratio
O Newcar.................... 92 92 91 91 89 90 90 92 92 90
10 Usedear..............oon o0, . 99 99 100 100 101 102 99 99 9y 99
Amount financed (dollars)
11 Newear..................ooooi.. <o 15375 16,210 16,987 17,182 17.435 17.719 17,670 17.090 16,837 17.198
12 Usedcar. ... oo <ol 10,709 11,590 12.182 12,108 12.326 12,393 12,492 12,362 12,202 12,194
1. The Board’s series on amounts of credit covers most short- and intermediate-tcrm credit 2. Data are available for only the second month of each quarter.
extended 1o individuals. Data in this table also appear in the Board’s G.19 (421} monthly 3. Atauto finance companies

statistical release. For ordering address, see inside front cover.
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1.57 FUNDS RAISED IN US. CREDIT MARKETS'
Billions of dollars; quarterly data at seasonally adjusted annual rates
1995 1996 1997
Transaction category o7 seclor 1992 1993 1994 1995 19967 T
Q3 Q4 Ql ‘ 63} ‘ Q3 ‘ Q4 QI
Nonfinancial sectors
I Total net burrowing by domestic nonfinancial sectors . 545.6" | 6288 | 621.6" | 719.7° | 7518 57117 | 590.2" | 886.1" | 71507 | 71277 [ 6932 | 7629
By sector and instrument
2 Federal government. . .......... 304.0 256.1 1559 1444 145.0 86.0 59.3 2399 624 161.3 le.5 93.7
3 Treasury securities. .. .......... ... 3038 248.3 155.7 1429 146.6 85.6 54.1 2422 60.2 164.4 119.8 95.2
4 Budget agency securities and m(mg'lges ............... 2 7.8 2 1.5 -1.6 4 5.1 -23 22 =31 -33 - 1.4
S Nonfederal.... . .. ..... ... ... ... 241.6 372.7" 465.8" 575.3' 606.7 485.1" | 530.9° 646.3" | 6326 5514" 5767 669.1
By nstrument
6 Commercial paper............ ... ... ... 10.0 214 18.1 -9 18.1 14.1 30.3 [§EY —l6.l =29.0 13.1
7 Municipal securities. . 74.8 -293 —442 1.5 - 107.2 ~12.6 —18.9 377 =76.2 63.5 26.8
8 Corporate bonds . 75.2 233 733 72.5 59.8 82.0 60.9 715 67.8 80.9 794
O Bank loans ne.c. 3. 36 73.2 99.5° 70.2 75.07 779 40.6 75.0°0 1343 31.0 1384
10 Other loans and ad\ance. 10.1 -9.4 54.4 59.0 388 352 61.0 329 268 794 16.2 349
11 Mortgages . 133.5° 157.0° 196.4" 2280 334 247.7° 191.0° 3779 | 3304 268.0" 340.2 296.4
12 Home mongages . 190.3" 186.4" 203.9° 197.1 281.6 219.2 16147 33357 | 27607 248.4" 268.5 2743
13 Multifamily resdential. . ... . ... -10.7" -5.9° 1.7 15 18.9 11.6" 133 14.7° 18.3¢ 13.4° 29.1 63
14 Commercial . ........... oo —47.57 | =239" | =110 18.7° 274 14.8" 15.2 274" 397 2.7 399 14.3
15 1.4 5 1.8 L7 34 22 1.1 23" 53 35 2.6 1.5
16 5.0 61.5 126.3 1416 932 156.4 7.5 122.5' 91.2 94.2" 65.0 80.2
By borrowing sector
17 Household. .................. . ........ 201.0° 256.5' 3724 819" 403 .4 41387 | 334.6" 473.5° | 4203 3. 347.7 3914
(¥ Nonfinancial business 19.5 539 133.2° 23247 190.5 172.5' 207.0' 176.4" 187 8" 2409 156 8 237.5
19 Corporate. . e e 331 47.7 118.5" 197.0° 1464 1338 1749 130.9° 148.3° 2118 94.6 189.2
20 Nonfarm noncorpnmle —-16.0 42 119 3.7 40.8 35.2° 3300 455" 24 30.Y §5.0 48.8
1 Farm ... ..o o oo 13 2.0 28 1.6 33 3. 1.0 n 71" -i2 7.2 -4
22 State and local government. ... ... 21.1 62.3 -39.8 ~39.0 129 | -101.3 | —10.8' ~3.6 434 -61.6 722 403
23 Foreign net bomw«mb in United States . ................ 237 0.4 —153 69.5 67.4 88.3 769 49.1 366 106.0 778 29.0
24 Commercial paper . 52 -9.0 -27.3 13.6 109 237 -39 -85 9.5 38.6 AR 133
25  Bonds .. .. . 16.8 829 12.2 48.3 468 552 7279 479 [N 59.7 68.4 (7.3
26 Bank Jouns . e C... 23 ) 1.4 8.5 9.1 8.2 1.9 8.7 15.1 4,7 78 -6
27 Other loans and advances -6 -4.2 -16 -8 7 1.3 -39 1.1 7 31 -22 -9
28 Total domestic plus foreign. . ........... ... ... ..... 569.3° 699.3" 606.4" 789.1° 819.1 659.4" | 667.1" 935.3" | 751.5" 818.7" 771.0 791.9
Financial sectors
29 Total net borrowing by financial sectors . . .......... ... 240.0 291.3 467.7 447.2" 531.2 506.3" 574.3° 33097 | 689.3" 497.2° 607.2 3328
By instrument
30 Federal government-related. . ....... ... . ... 1558 1653 287.5 204.1 2311 227.7 305.5 137.8 296.0 240.4 250.0 112.4
31 Government-sponsored enterprise securities 40.3 80.6 176.9 105.9 90.4 101.5 132.1 314 126, 80.0 1233 107
32 Mortgage pool securities . . . ... 15.6 84.7 1154 08.2 130.7 126.2 1734 6.5 169.1 1604 126.8 HOR
33 Loans from US. government ... . ................ 0 0 ~4.8 K] 0 0 0 0 0 RY 0 0
M Private. ... 84.2 126.0 1802 243.17 300.1 278.6" 268 8 193.1" 393.3' 256.8" 3572 2203
35  Open market paper . . -7 -6.2 41.6 42.6 92.7 43.7 55.1 17.8 10s.7 85.2 162.0 177.1
36 Corporate bonds . .. 82.7 119.2 1184 185.6" 154.3 217.3’ 175.1° 147.6° | 204.7 120.7" 144.1 45.7
37  Bank loans ne.c, 22 =130 -12.3 5.6" 14.5 8.2 12" 254" 235" 4.7 5.0 -2.4
38 Other loans and ad\:m(‘es —.6 224 226 34 272 4.9 32.0 -5.5 48.6 339 318 —16.1
39 MOMEages. . ... 6 16 9.4 59" 1.4 4.5 7.7 7.7 10.8' 12.9° 43 16.0
By horrowing sector
40 Commercial banking. ... ... ... .. ...l 10.0 13.4 20.1 225 11.6 38.9 -9.7 -32.5 40.1 187 23.2 19.3
4] Savings institutions . . . . . =70 113 12.8 2.6 26.0 5.1 315 11.0 421 26.4 247 —14.6
42 Creditunions . .......... ..... 0 2 2 —.1 Nl .1 .0 -1 -2 3 2 -2
42 Life insurance companies . . . 0 2 3 -1 1.1 -.1 -4 25 3 -4 2.0 8
44 Government-sponsored enterpris 40.2 B0.6 172.1 1039 Y0.4 1015 1321 314 126 9 80.0 123.2 10,7
45 Federally related mortgage pools ... ... t15.6 84.7 1154 94.2 140.7 1262 1734 106.5 169.1 160.4 126.8 101.8
46 Issuers of asset-backed securities (ABSs) . 58.5 82.4 69.5 1332 130.2 164.8 187.5 137.1 1301 101.8' 150.6 52.6
47 Finance companies .................. -16 2 50.2 516 48.4 19.8 54.3 47.1 68.4 56.9 214 43.0
48 Mortgage companies .............. 8.0 0 —tL5 4 9.9 4.0 -10.0 200 16.0 1.6' 1§ -2.6
49 Real estate investment trusts (REIT%) . 3 34 13.7 6.0' 12, 4.5 8.3 8.2 1.5 13.7" 177 189
5() Brokers and dealers, . PN 2.7 120 S5 —=5.0 =20 21 7.7 -31.8 13.2 57 4.9 -29
51 Funding Cnrpurdhons ........... 13.2 29 242 320 62.1 '!9 4 -4 31.6 0.9 35.0 110.9 106.1
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'—Continued

1995 1996 1997
Transaction categary or sector 1992 1993 1994 1995 199¢6" T
Q3 l Q4 Ql Q2 Q3 Q4 Ql
All sectors
52 Total net borrowing, all sectors ... ... ... ... .. 809.3" | 990.6" | 1.074.1" | 1,236.3" | 13503 | L165.7" | 1,241.4" | 1,266.27 | 1,440.8" [ 1.315.9" | 1,378.2 | L124.7
53 Open market paper ........ —5.1 38.7 743 102.6 85.5 65.3 29.6 126.3 107.6 136.8 203.4
54 U.S. government sccunties . 421.4 448.1 3485 376.1 3137 364.8 377.7 358.4 401.7 366.5 206.2
55 Municipal securities ....... 74.8 -29.3 —44.2 Ls -1zl -126 ~18.9 377 -76.2 63.5 268
56 Corporate and foreign bonds. . .. 2713 153.9 307.2° 273.6 33220 3299 256.4" 287.4° | 2482 3024 1424
57 Bank loans ne.c........... N -8.6 62.3 1135 938 914 88.6 74.7 113.6 143.1' 438 135.4
38 Other loans and advances . . 87 70.7 6.6 66.7 41.3 89.1 28.6 76.1 116.5 45.8 17.9
59 Mortgages P .. 160.6" 206.2" 23387 3428 2522 198.7° 3856 350.4' 2809 3545 3124
60 Consumer credit. .. ... ... ... .. ... .. 61.5 126.3 141.6 932 156.4 117.5 122.5° 91.2" 94.2" 65.0 80.2
Funds raised through mutual funds and corporate equities
61 lotal netissues. . ... ... .. ... ... ... ... 3125 453.9° 153.0" | 156.3° 240.1 197.17 | 22867 | 306.3 | 396.7" 91.9" | 1654 184.3
62 Corporate equities . ... 103.4 130.17 2017 | —17.7° | -185 -4.9" | ~159' 2.8 530" | —i063"| —-232 | —545
63 Nonfinancial corporations 27.0 21.3 —449 | -738" | -81.2 | -028 | -712 | -924 -27.2 | -1388 | —-0664 | —B8438
64 Forcign shares purchased by U.S. residents 324 63.4 48.1 50.7 57.8 88.2 57.4 89.8 69.7 321 39.5 47.3
65 Financial corporatiol e . <. 440 459 20.9' 5.5 4.9 -3 2.2 s.1" 10.5 5 37 -17.0
66 Mutual funds ... 209.1 3237 128.9 1739 258.6 202.0 2445 303.8 343.7" 198.2" 188.6 238.8

. Data in thus 1able also appear in the Board's Z.1 (780) quanierly stabsiical release, tables

F.2 through F.5. For ordering address, see inside front cover.



Flow of Funds  A39
1.58 SUMMARY OF FINANCIAL TRANSACTIONS'
Billions ot dollars except as noted; quarterly data at seasonally adjusted annual rates
=T
1995 1996° 1997
Transachon category or scctor 1992 1993 1994 1995 1996
Q3 Q4 Q1 Q2 Q3 Q4 ol
NET LENDING IN CREDIT N[ARKETS2
1 Total net lending in credit markets . ....... 809.3" 990.6" | 1.074.17] 1.236.3" 1,165.77| 1,241.4" | 1,266.2 | 1.490.8 | 1,315.9 | 1.378.2 | 1,124.7
2 Domestie nontederal nonhnancial sectors ... 154" 7607 2528 ~824' | - (899" -78.0 33040 | —1799 -69.9 | -1I3R
3 Households .............. con 86.0" 3531 289.9° 84.6' | —936" | —121.1 3os —747 —424 | - 1873
4 Nonfinanciat corporate business 278 9.1 17.7° -38.8" [ 129" 40.4 39.9 14.8 -21.8 81.1
S Nonfarm noncorporate business —.1 -1.1 2 3 3 4 Kt 4 4 5
6 State and local povernments . 17 26| -550 ~1285 | -837 24| -208| -1204] -62 -76
7 Federal governmeni -11.9 -184 —24.2 -243 -244 -20.7 —152 -26.4 —-25.1 —18.7
X Rest of the world .. .. 98.4 129.3 1323 361.0 157.6 341.1 268.2 484.4 528.5 3603
Y Fuancial sectors . 607.4" 803.7 713.2" 91137 | 1,298.0" [ 1.023.8 8577 | 1.0378 9448 896.8
10 Monetary autharity . 279 36.2 315 -4.1 19.7 169 94 19.3 3.6 375
11 Commercial banking . . 953 1422 1634 2448 166.2 121.7 190.2 202.0 237.7 3103
12 U.S. chartered banks 69.5 149.6 148.1 227.0 118.1 80.5 1255 123.6 149.2 210.0
13 Foreign banking offices in United States 16.5 -9.3 1.2 25.6 36.1 442 57.5 729 78.5 92.1
14 Bunk holding companies.... ................... 5.6 0 9 =96 4.6 =5 54 48 10.6 22
15 Banks in US, offiliated areas . . ........ ..., 37 24 33 1.8 7.4 2.1 1.7 N -6 6.0
16 Savings institutions . .. =790 -233 6.7 322 —68.4 34.1 40.5 53.7 —38.8 -10.0
17 Credl[ unions i77 217 23.1 110 19.5 221 348 201 24.8 154
18 Buank personat trusts and L,Sldlt.‘s .0 9.5 7.1 —-237 2072 -35 4.2 7.8 7.2 ]2
19 Life insurance companies . 79.5° 100.9 66.7° 3.0 531° 487 25 120.1 67.6 56.1
20 Other insurance companies 6.7 27.7 249 219 223 23.6 237 249 253 262
21 Private pension funds ... .. ... 37.5 49.5" 47.7 59.9 §1.3' 69.5 454 419 295 57.6
22 Staie and local govemment retirement funds . 5.9 211 30.7 2.6 202 62.1 50.6 8.0 17.3 -2.8
23 Money market mutual funds 4.7 204 30.0 300 125.1 175.0 184 88.5 734 771
23 Muwaltunds ... oL 1262 159.5 =71 58.0 1419 81.8 S4.1 383 215 379
25 Closed-end tunds ... ... .. ... 18.2 4.4 -33 t6.7 132 10.9 9% 9.0 75 6.7
26 Government sponsored enl(‘rpn&u 68.8 88.6 120.6 50.0 186.5 334 1222 82.1 137.5 63.2
27 Federally related mortgage pools 115.6 84.7 1154 126.2 1734 106.5 169.1 160.4 126.8 101.8
28 Asset-backed securition issucrs (AB 537 79.9 62. 1544 141.4 1173 1209 75.1 107.3 27.6
29 Finance COMPAnies ......... .......ocooovee.... 7.5 -9.0 68.2 50.8 537 409 1.3 55.9 343 72.3
30 Mortgage COMPANIs  ....... - ....o.eeae el 1 0 —24.0 7.3 -364 518 -26.8 34 4.1 =5.0
31 Reuf ostare invesument trusts (REI 5 1 6 47 1.8 EEY 34 34 34 20 2.0
32 Brokers and dealers. . . .. -1 148 -4 -5.2 1893 | —109.0 [ -720 3355 77.40 ~{1.8
33 Funding corputations . ... .. 1337 -356°| -l67° 3.7 128 116.7 15.9 -11.9 -10.9 26.6
RELATION OF LIABILITIES
ro FINANCIAL ASSETS
34 Net flows through credit markets . ............ .. ... 809.3" 990.6" | 1,074.1"| 1.236.3" | 1,350.3 | 1,165.7" | 1,241.4" | 1,266.2 | 1,440.8 | 1,3159 | 1,378.2 | 1,124.7
Qrher financial sources
15 Ofticiad foreign excha . -1.6 8 - 5N 8.8 6.1 9.0 -19 -9 1.6 -26.6 N =222
36 Special drawing tights certificates . .. -2.0 0 RV 2.2 -5 8.6 Q0 0 0 -1.8 0 —2.1
37 Treasury cumrency ............. 2 4 7 6 0 3 0 0 .0 23 -23 4
38 Foreign deposits. -3.5 —185 540 335 4717 -29.5 18.2 85.0 9 1132 -85 59.4
39 Net interbank trunsactions. . . 494 50.5 89.8 9.9 —527 -13.1 80.9" -90.4 =543 —113.0 47.0 | —1263
40 Checkable deposis and LUl‘anL) 1135 117.3 -9.7 -128 16.0 | —113.1 -69.3 433 J4.5 107 1 —91.0 123.4
41 Smali time and savings deposits. . -57.2 -70.3 —-40.0 96.5 97.0 145.6 1149 2125 -36 84.6 95.6 170.8
42 Large time depasits . ... ... ... -73.2 -235 19.6 65.6 1139 80.2 -9 551 83.5 182.5 134.4 458
43 Money market fund shares . 45 20.2 433 142.3 145.8 1229 1511 244.0 4.1 147.4 187.7 2018
44 Secunly repurchase .1grtemen 43,1 71.2 78.3 110.7 38.6 92.6" 62.2" -193 117.9 —~294 85.3 30.7
45 Corporate equities 103.4 130.1" 241" 17.7' -185 ~49° [ 159" 2.5 53.0| -1063 -232) —545
46 Mutual fund shares .. 209.1 3237 1289 1739 258.6 202.0 244.5 3038 3437 1982 188.6 238.8
47 Trade payables 46.6 524 CING 102.5' 74.3 147.0' u8.7" 62.3 1374 -72 104.9 773
48 Sccunty credit . .. 4.6 61.4 -1 26.7 524 32.1 S0.1 120.6 -377 —4.3 1311 103.4
49 Life insurance reserves 28.0 360 345 449 40.0 33.1 383 19.0 325 36.6 51.8 S8.5
50 Pension fund rescrves 233.8" 259.1" 257.7° 247.6" 2747 250.8" 196.2° 2609 2383 2911 308.5 290.9
51 Taxes payable 9.7 52 32 13 26 34 -10.2 5.6 6.6 -1.2 —.6 —8.2
52 Investment in bank personal trusts -7.1 9 i7.8 —49.7 12,3 —65.3 -39.2 —.6 i1.8 19.2 198 23.5
53 Noncorporate proprietors’ equity 299 35.5° 27.9¢ 335" 25.7 36.47 298 26.0 14.8 432 18.8 322
54 Muscellaneous . ... oo 267.8" 363.9° 290.2" 564.07 500.8 510.2' 894.1 596.8 329.6 424.6 652.3 660.2
35 Total financial sources . .. . ... L. L 1,808.3" | 2,407.0" [ 2,179.5" [ 2,820.6" | 2,972.9 | 2,613.97 | 3.087.9" | 3,192.3 | 2.724.3 | 2,696.0 | 3,279.2 | 3.028.5
Liabilittes not wdentified as assets (=)
56 Treasury CUITCNCY ..ot -2 -2 -2 -5 =10 -3 -0 1. 1.0 1.3 —-3.1 -3
57 Foreign deposits . —2.8 =70 4.0 267" 29.7 - 56.0' 19.3° 62.7 31.3 88.6 —63.9 41.6
S& Net interbank liabilities ... ... .. —4.9 472 -2.7 —3.1 -34 12.3 -236 10.9 ~-26.59 -9.2 11.6 269
59 Sccurity repurchase at,rt-emems ...... 47" 46.1" 57.3" 55.1° 28.9 757" 30.9" 27.2 s | -1120 85.2 -70.)
60 Taxes payable . L0 o0 oo 11.9 1.1 8.6 87 37 10.3 22 —232 249 99 32 -342
61 Miscellaneous ..o 0 Lo Lol —37.97| 147 ("] —139.Y -4.3 -71.0 —45.1" 24637 | —147.1 -217.5 —62.4 143.0 285
Floars not included in assets (—)
62 Federal government checkable deposits 7 -5 -4.8 —6.0 .5 8.6 ~10.5 28.0 -24.2 -39
63 Other checkable deposits ..... .. . 1.6 —-1.3 -28 -38 —4.0) -38 ~4.2 ~4.0 ~4.0 ~4.1
64 Trade credit ... ........... e 1.3 -4.0 B3| —27.3" =320 45.1 26.6 -98.6 | -101.0 -8
65 Total identified to sectors as assets . . ....... ..., 1,824.07 | 2.506.8" | 2.211.17 | 2.775.07 | 3,021.6 | 2,659.7" | 2,981.6" | 3.2129 | 2,786.6 | 2.854.5 | 3,232.3 | 31019
|
I. Data in this table also appear in the Board’s Z.1 (780) quarterly statistical release. lables 2. Excludes corporate equities and mutual fund shares.

F.6 and F7. For ordering address, see inside tront cover.
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1.59 SUMMARY OF CREDIT MARKET DEBT OUTSTANDING'

Billions of dollars, end of period

1995 1996 1997
Transaction category or sector 1993 1994 1995 1996"
Q3 Q4 Ql Q Q3 Q4 Qi
Nonfinancial sectors
I Total eredit market debt owed by
domestic nonfinancial sectors .. ......... 12,538.8" | 13.166.6" | 13.886.3" | 14,638.1 | 13,702.9" | 13,886.3" | 14,084.8" | 14,237.37 | 14,424.5" | 14,638.1 | 14,808.2
By sector and instrument
2 Federal goverament .. ......... . il 3,336.5 34923 3,636.7 37818 3.603.4 ,636.7 37172 3.693.8 3.733.1 37818 3,829.8
3 Treasury securities ...... ....... ...l 33099 3,465.6 3.608.5 3,755.1 35765 L608.5 3.689.6 3.665.5 3.705.7 3.755.1 3.803.5
4 Budget agency securities and mortgages 266 26.7 28.2 266 269 282 116 28.2 274 266 26.3
S Nonfederal ........ ... .. ... .. ... 92023 | 06743} 10249.6° | 108363 | 100995 | 10.249.6"' | 10367.6" | 105435 | 10,691.4" [ 108363 | 109784
B\ mstrument
6 Commercial paper ....................... 117.8 139.2 157.4 156.4 163.3 157.4 174.2 181.7 173.0 156.4 168.7
7 Municipal securities and loans . 1,377.5 1,348.2 1,304.0 1,305.5 1.308.2 1,304.0 1,3008 1.306.8 1,290.6 1,305.5 1.314.2
8  Corporate bonds ....... 1,229.7 1.253.0 1,326.3 1,398.8 1,305.8 1,326.3 13415 1.359.4 1.376.4 1.398.8 14187
9 Bank loans nec ..., . 675.9 749.0 848.4" 918.6 824.3 848.4 856.4 8784 906.3" 918.6 953.1
10 Other loans and advances . 677.1 737.8 796.8 835.6 782.1 796.8 809.3 815.7 831.8 835.6 848.7
11 Mortgages. ......... ... . . 42604" | 4.456.8" [ 4,684.8 5,016.2 4637.6" | 46848 | 476247 [ 48535 | 49317 5,016.2 5.073.0
12 Home mortgages ... ... Lo L 32328 | 34367 | 36338 : 3.594.0° 3.633.8° 3,700.2° 37756 | 38489 3.915.4 3.966.8
13 Multitamily residential. . ................ 267.4' 269.17 279.6' 276.3" 279.6 283.3° 279" 291.2! 298.5 300.1
14 Commercial ......... 679.0 668.1° 686.8" 683.07 686.8" 693.6" 703.5° 704.2" 7142 717.8
[B) Farm ...... .. . 81.2 83.0 84.6 84.4 84.6 85.2 86.5 87.4 88.1 88.4
16 Cansumer credit. 8639 990.2 11319 10782 11319 11230 11479 1,181.6" 1.235.1 1,202.0
By horrowing sector
17 Househalds. .. ... . 4287.0" | 4.659.0" | 5,040.9 54443 4932.1" | 50409 [ 50034 | 52162 5,329.0° 54443 5.482.8
{8 Nonfinancial business 3,757 4° 38969 | 4,129.3 43197 408437 | 412937 | 448427 | 42306 | 42873 4319.7 4,391.3
19 Corporate 2,495.7 2.620.8' 2.817.8 2,964.2 2.779.6' 2,817.8" | 2,863.9" | 2906.1' | 29459 2,964.2 3,026.3
20 N()rlfdrﬂ’l noncorporate . 1,i23.1" 1,135.0° 1,168.7" 1,209.5 1,159.9° 1,168.7° 1,180.0" 1.188.2" 1,195.2" 1,209.5 1.221.6
200 Farm.. ool 138.3 (411" 142.7 146.0 144.8 1427 140.3 145.3 146.2 146.0 143.5
2 MJIC and tocal government ....... ..... 1.158.2 11184 1,079.4 1,092.3 1.083.1° 1,079.4° 1.080.0° 1.087.7° 1,075.0° 1.092.3 1,1043
23 Foreign credit market debt held in
United States. ...... e e . 385.6 3704 4399 507.2 419.8 4399 450.8 459.6 487.1 507.2 5133
24 Commercial paper 68.7 41.4 55.0 65.8 55.8 55.0 515 534 64.8 65.8 679
25 Bonds ... ... 230.1 2423 290.6 337.3 272.4 290.6 3025 305.3 3202 3373 341.7
26 Bunk loans nec, . . . 24.6 26.1 346 437 36 346 36.8 405 41.7 437 435
27 Other louns and advances .. ........... ..., 62.1 60.6 59.7 60.4 60.0 59.7 60.0 60.4 603 60.4 60.3
28 Total credit market debt owed hy nonfinancial
sectors, domestic and foreign .. .. . ..., .. 12,924.3° [ 13.537.0" | 14,326.27 | 15.145.3 | 14,122.77 | 14,326.2" | 14,535.6" | 14,6969" | 14911.6" | 151453 15,321.5
Financial sectors
29 Total credit market debt owed by
financial sectors. . . ... .. ... Lo 3321.7 3,794.6 4,244.4" 4,775.6 4,096.3 4,244.4" | 4,3254" | 4,497.8" | 46197 4,775.6 4.857.9
By nstrument
30 Federal government-related .. .. ... ..., ... 1,885.2 21727 2,376.8 2,607.9 2.300.1 2,376.8 2,414.1 2.489.5 2,545.3 2,607.9 2,639.7
31 Government-sponsored enterprise; 523.7 700.6 806.5 896.9 7735 806.5 814.4 846.1 866.1 896.9 899.6
32 Mongage pool secumtics ... ....... 1,356.8 1.472.1 1,570.3 L7111 (J 1.526.6 1,570.3 1,599.7 1.643.4 1.679.2 1,711.0 1.740.1
33 Loans from US. government . 4.8 0 .0 0 0 .0 0 .0 0 0
M Privale ... oo 1.436.4 1.621.9 1.867.6" 2,167. 7 1,796.2 1,867.6" 1.911.4" 2,(08.3" 2,074.4" 2.167.7 2.218.2
35 Open market papet ... ... .. e 393.5 442.8 488.0 580.7 473.6 488.0 491.9 5185 539.6 5%0.7 6245
36 Comporate bonds .. ... .. e 857.6 9735 1,159.1° 13134 1.112.6 1,159.1 1.192.7° 1,242.4 1.274.8" 13134 1321.2
37 Bankloansnec......... 67.6 553 60.9" 75.4 60.3 60.9" 66.7" 724" 73.3" 75.4 743
38  Other loans and advances. . ... ... ... 108.9 131.6 135.0 162.2 127.0 135.0 1316 145.8 154.2 162.2 (58.2
39 Mortgages e 89 18.7 A.6" 36.0 227 246 165" 29.2° 0.4 360 400
By borrowing secton
40 Commercial banks. .. ... ... ... 816 94.5 102.6 112.2 102.0 102.6 100.5 103.6 106.7 1122 4.5
41 Bunk holding companics 1234 1336 148.0 150.0 150.3 148.0 1414 144 149, 150.0 1520
42 Savings institutions . . . 99.6 1124 115.0 1411 107.2 115.0 L17.8 128.3 1349 1401 137.4
43 Credit unions 2 5 4 4 4 4 4 3 4 4 4
44 Life insurance companies 2 6 5 1.6 .6 S L1 1.2 1.1 1.6 1.8
45 Government-sponsored enterprises . . ... sS85 0.6 R06.5 896.9 7735 806.5 814.4 846.1 866.1 896.9 899.6
46 Federally related mortgage pools . . . . . 1.356 8 14721 1.570.3 1,711.0 1,526.6 1.570.3 1,599.7 16434 1.679.2 1.711.0 1.740.1
47 Issuers of asset-backed securities (ABSs) .. ...... ., 486.7 356.2 689.4 819.6 639.8 689.4 720.3 7517 779.3° 819.6 829.1
48 Brokersand dealers. ... ... Lo L L 137 KER] 29.3 27.3 274 29.3 21.4 24.6 26.1 27.3 16.6
49 Finance compames . . ... Lo 390.5 340.7 4923 540.7 4719 492.3 499.8 514.4 5284 540.7 5469
50 Mongage companies 302 18.7 19.1 29.0 21.6 19.1 24.1 28.1 28.5" 290 28.3
51 Real estate investment trusis (REITS). 17.4 3t 37.1° 49.9 35.0 37.1° 39.1° 420 454! 49.9 54.6
52 Funding corporations ... ... . 1699 199.3 1339 296.0 239.9 2339 245.6 205.6 274.5 296.0 3206
All sectors
53 Total credit market debt, domestic and foreign. . . . | 16,246.0° | 17.331.7" | 18,570.6" | 19.920.9 | 18,219.0" | 18,570.6" | 18,861.0" | 19.194.7" | 19,531.3" | 19,9209 | 20.179.4
54 Openmarket paper ... ...................... 580.0 623.5 700.4 803.0 692.7 700.4 717.6 753.6 7774 803.0 861.1
55 US government securities . .. .| 52169 5.665.0 6,013.6 6,389.7 5.903.5 6,013.6 6,131.3 6,183.2 6,278.4 6,389.7 6.469.4
56 Municipal securities. ... ... . 1,377.5 13482 1.304.0 1,305.5 1.308.2 1,304.0 1,300.8 1,306.8 1.290.6 1.305.5 1,314.2
57 Corporate and foreign bonds . . . . . 23174 2.468.8 2,776.0¢ 3,049.6 2.690.8 2.776.0° 2,836.7° 2907.1° 2971.4° 3,049.6 3,081.6
58 Bank loans nec.. ... ... Lol Lol T68.0 830.4 943.9 1,037.7 916.2 943.9 959.9 W14 1,021.3 1,037.7 1,070.9
59 Other loans and advances 8529 929.9 991.5 1,058.2 969.1 991.5 1,002.9 1.021.8 1,046.5 1,058.2 1.067.2
60 Mortgages. . . 4269.37 | 447567 | 4709.4' 5,052.2 4,660.3' 4,709.4" | 4.788.9' 48827 | 4964.1' 5.052.2 5.113.1
61 Consumer credit 8639 990.2 1,131.9 1.225.1 1.078.2 1,131.9 1.123.0 1.1479 1,181.6" 1.225.1 1,202.0

1. Datu 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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1.60 SUMMARY OF FINANCIAL ASSETS AND LIABILITIES'
Billions of dollars except as noted. end of period
1995 1996 1997
Transaction category or sector 1993 1994 1995 1996°
Q3 Q4 Q1 Q2 Q3 Q4 Q1
CREDIT MARKET DEBT OUTSTANDING:
I Total credit market assets ....... . ............ 16,246.07 | 17,331.7°| 18,570.6"| 19.920.9 | 18,219.0" | 18,570.6° | 18,861.0 | 19,194.7 | 19,531.3 | 19,920.9 | 20.179.4
2 Domestic nonfederal nonfinancial sectors ... ...... 2,786.5" 3.069.6"| 29359" 2963.1 | 2989.6"| 29359 2.891.1 29725 29492 2.963.1 29112
3 Households ........ . ........... .. 1.603.0"| 2.013.3 1.959.1" 2.003.8( 2.005.5 1,959.1" 1.928.1 1.999.9 20024 2.003.8 1.958.8
4 Nonfinancial corporate bustness . 2718 289.2° 286.8" 305.1 273.8' 286.8° 2736 285.7 291.6 305.1 3013
5 Nonfarm noncorporate business .......... ....... 37.0 372 37.5 379 374 375 376 RN 378 379 380
6 State and local governments . 7849 7299 652.5 616.3 672.9 652.5 651.8 649.1 617.4 616.3 6130
7 Federal government ....... 2317 207.5 186.1 164.2 192.2 186.1 180.8 177.0 170.5 164.2 159.5
8 Rest of the worid 1,147.8 1,254.7 1.561.8 1,967.3| 14934 1.561.8 1,653.6 1.718.2 1.840.6 19673 2,063.8
9 Financial sectors. ... ... 12,080.0" | 12,799.87| 13.886.9" | 14.826.2 13,543.9° | 13,886.97 | 14,135.5| 14.326.9 | 14571.0| 14,826.2 [ 15,0450
10 Monetary authority. .. .. 336.7 368.2 380.8 393.1 370.6 380.8 379.6 3%6.3 386.2 3931 397.1
11 Commercial banking . . 3,090.8 32543 3,520.1 3.708.0) 34732 3,520.1 3,541.6 3,590.8 36433 3,708.0 3,778.8
12 US. chartered banks ............ . 2,721.5 2.869.6 3,056.1 3759 3,023.7 3,056.1 3.068.8 3,101.3 31353 31759 3,220.9
13 Foreign banking offices in United Slale\ . 326.0 3371 412.6 4758 401.1 412.6 4222 4371 454.2 4758 4995
i4 Bank holding companies .. .. ......... ... ... 17.5 184 18.0 220 16.9 18.0 16.8 18.1 19.3 220 225
15 Banks n U.S, affiliated areas. 25.8 29.2 334 344 31.5 334 339 343 345 344 359
16 Savings institutions . P 91414 920.8 9133 9332 930.4 943.3 921.8 9320 945.4 933.2 9307
17 Credit unions . ..... ... . 218.7 246.8 263.0 288.5 258.5 2630 267.0 2769 282.6 288.5 290.9
18  Bank personal trusts and estates 2409 248.0 2292 2331 234.2 2292 228.3 229.4 2313 233.1 2352
19 Life insurance compames e N 1.416.0" | 1,482.6" 1.581.8" 164151 1,571.2° 1,581.8° 1,596.2 1.596.7 1,627.0 1,641.5 1,657.6
20 Other insurance companies . ............. 4227 446.4 468.7 492.8 463.0 468.7 474.5 480.2 486.4 492.8 499.3
21 Private pension funds .......... ... 611.4" 659.2" 722.3° 768.8 701.9" 722.3" 739.6 751.0 761.4 768.8 7832
22 State and local government retirement funds 4234 454.1 476.8 SI1.3 470.6 476.8 4919 505.0 500.3 511.3 510.2
23 Money market mutual funds 4290 459.0 545.5 6343 505.7 545.5 595.6 594.7 606.6 6343 659.0
2 Mutual funds ... ........ R 7259 718.8 7713 820.2 739.2 771.3 795.9 809.0 818.3 820.2 834.2
25  Closed-end funds .. ............ . 82.0 78.7 92.0 1.3 88.7 92.0 94.8 97.2 99.5 101.3 103.0
26 Government-sponsored enterprises . 546.4 667.0 755.0 8225 708.4 7850 762.7 767.6 788.2 822.5 837.6
27 Federally related mortgage pools ... 1,356.8 1,472.1 1.570.3 11,7000 1,526.6 1,570.3 1.599.7 16434 1.679.2 1,711.0 1.740.0
28 Asset-backed securities issuers (ABS\) 4579 520.7 633.7 7389 595.7 63).7 659.7 688.5 709.5 7389 7422
29  Finance companies. ................. 482.8 551.0 6152 658.3 594.7 615.2 621.7 633.2 642.0 658.3 672.7
30  Mortgage companies ... .......... 60.4 36.5 33.0 41.2 422 330 46.0 393 402 412 199
31 Real estate investment trusts (REITS). 8.6 13.3 15.5° 13.5 147 155 16.3 17.2 18.0 185 £9.0
32 Brokers and dealers ............ ... . 137.5 93.3 183.4 166.3 136.1 1834 156.2 138.2 147.1 166.3 163.4
33 Funding corporations ............ ... 117.9 109.0 115.9° 143.4 118.3° 115.9" 146.5 1503 152.6 143.4 151.1
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
34 Total credit marketdebt. .. . ...... .. ... ... .. 16,246.0" | 17,331.77 | 18.570.6"| 19,920.9 | 18,219.0" | 18,570.6" | 18,861.0 | 19,194.7 | 19,530.3 | 19,920.9 | 20,1794
Other liabilities
35 Official foreign exchange. .......... ... ... ..., 534 53.2 63.7 537 65.1 63.7 62.1 61.4 543 537 46.3
36 Special drawing rights certificates. ... . ............ 8.0 8.0 10.2 9.7 10.2 10.2 10.2 102 9.7 9.7 9.2
37 Treasury curtency. ............. 17.0 17.6 18.2 18.2 18.2 18.2 18.2 18.2 18.8 18.2 18.3
38 Foreign deposits. . . . - 271.8 324.6 3614 409.1 353.6 361.4 382.7 3829 4112 409.1 4239
39 Net interbank liabilities .............. 1893 280.1 290.7° 239.6 267.2 290.7" 266.0 249.1 223.6 239.6 204.0
40 Checkable deposits and currency 1,251.7 1.242.0 1,229.3 1.245.2 12003 1.229.3 1,183.3 1,212.3 1,220.8 1,245.2 1.218.9
41 Small rime and savings deposits . . . .. 22232 21833 227197 237671 2,2558 22797 23423 2,340.1 23574 2,376.7 2,428.7
42 Large tme deposils . ........ ... 391.7 411.2 4769 590.8 4715 476.9 493.6 5111 557.6 590.8 605.4
43 Money market fund shares .. 558.6 602.9 7453 891.1 702.7 745.3 816.9 809.5 838.1 8911 950.8
44 Security repurchase agreements. 471.1 549.4 660.1 698.7 654.8 660.1 666.1 692.1 687.6 698.7 717.1
45 Mutual fund shares........... 13754 14773 1,852.3 2,3424| 1.782.0 1.852.8 1,997.0 2,1299 22116 2.342.4 24103
46 Sccurity credit ...... 279.0 279.0 305.7 358.1 286.1 305.7 3269 318.6 317.8 358.1 3744
47 Life insurance reserves 470.8 505.3 550.2 590.2 540.6 550.2 555.0 563.1 577.2 590.2 604.8
48 Pension fund reserves .. 46429 484847 55708 6,2859| 544207 55708 5,748.3 5,883.4 6,013.2 6,285.9 6,396.7
49 Trade payables 1.048.2 1.139.2° 1,241.7° 1,316.0| 1,19227| 12417 1,229.1 1,264.4 1.263.9 1,316.0 1,307.7
50 Taxes payable 849 88.0 89.3 91.9 91.9 89.3 94.3 90.3 92.1 91.9 b36
51 Investment in bank personal trus . 691.3 699.4 767.4 872.0 758.6 7674 7937 811.7 8290 872.0 890.4
52 Miscellaneous . .......... ... oo 5.176.6"| 54629 59289 6.274.4| 57573 | 5.928.9' 6,067.5 6.089.1 6.197.3 6,274.4 6,387.6
53 Total liabilities. .............................. .. 35,451.8" | 37,503.8" | 41.012.7° 44,584.6 | 40,075.17 | 41,012.7" | 41,914.0| 42,632.0 | 43,412.6 | 44,584.6 | 45,267.5
Financtal assets not included in liabilities (+)
54 Gold and special drawing rights ... ............... 20.1 21.1 22.1 214 22.1 221 221 220 212 214 209
55 Corporate equities . .............. .... 6,280.0 6,263.3 8,389.9 10,090.01 79724 8,389.9 8,875.8 9,170.9 9,387.4 | 10,090.0 | 10.099.2
56 Houschold equity in noncorporate business 2,499.5"( 2,591.5"| 2,702.8" 2,740.7 | 2,657.7° | 2.702.8" 2,739.5 2,762.5 2,787.2 2,7407 2,827.2
Liahilities not identified as assets (—)
57 Treasury currency. .. . ... -5.1 ~-5.4 -5.8 —6.8 -5.6 -58 —6.1 -6.3 -6.0 ~6.8 ~-6.9
58 Foreign deposits ........ 2326 277.8" 307.6° 337.2 299.7" 307.6" 3232 3311 3532 337.2 3476
59 Net interbank transactions -47 -6.5 -9.0 —10.8 . —9.0 -2.6 -8.0 -11.6 -10.8 -1.3
60 Security repuschase agrecmcnls -1.6 557" 1109 139.8 1157 110.9° 1217 1414 129.7 139.8 125.3
61 Taxes payvabic 26.8 354 4.1 a5.1 39.1 441 239 380 419 45.1 311
62 Miscellancous —869.9"| —959.9° -993.3 | —1.2404| —876.3 —993.3" | —1.052.2] —1.1459 | -1,140.7 | —1.2404 [ —1,181.9
Floats not included in assets (—)
63 Federal government checkable deposits ............. 5.6 34 3.1 -1.6 6 31 0 -34 -1.7 -1.6 ~9.7
64 Other checkable deposits .. 40.7 38.0 342 3041 273 332 29.6 31.8 23.1 30.1 25.6
65 Trade credit ......... ... . ... —248.0 —240.7" | —268.0 -2999| —316.7°| —268.0° -319.2 —329.7 —365.5 —299.9 -367.2
66 Total identified to sectors as assets ... ............ 45,075.07 | 47,181.7" | 52,903.7" | 58,444.0 | 51.444.0" | 52,903.7" | 54,433.1 | 55,5384 56.586.0 | 58,444.0 | 59.252.7

1. Data in this 1able also appear in the Board's Z.1 (780) quarterly stanstical release. tables

L.6 and L.7. For ordering address, see inside front cover.

2. Excludes corporate equities and mutual fund shares.
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2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures
Monthly data seasonally adjusted, and indexes 1992=100, except as noted
1996 1997°
Measure 1994 1595 1996
Aug. Sept. Oct Nov Dec Jan. Feb. Mar. Apr.
1 Industrial pruductionI ................... 108.6 112.1 1152 115.8 116.0 116.2 117.2 117.7 117.8 8.4 119.0 119.0
Murket groupings
2 Products, total . .. 106.8 109.3 112.0 1122 1127 112.8 114.1 1143 114.2 1143 1155 1154
3 Final, total 107.1 109.9 112.8 113.0 1133 113.6 1148 1153 [15.1 1157 116.7 116.3
4 Consumer poods 1074 1089 1105 JRTIRY (10.8 1108 1123 1127 (7 7 1125 (g
5 Equipment .. .. 106.6 111.6 116.8 117.9 118.1 1184 119.0 119.6 120.8 1227 1239 1240
6 Intermediatc . 106.1 107.5 1094 110.0 110.6 110.2 111.9 s 111.6 112.0 112.0 1125
7 Materials .. ... oL oo 1113 116.6 1203 1215 121.2 121.7 1222 123.1 123.4 1240 1246 124.7
Industry groupings
8 Manufacturmg ... 109.4 113.2 116.3 117.2 117.4 117.6 118.5 119.2 119.3 120.1 120.8 120.5
9 Capacity mihzation, manufactunng (pcrcenl)ZA 83.1 83.1 §2.1 823 82.1 820 824 825 82.4 827 82.8 824
10 Construction contracts® .. .......... ....... 117.3 121.5° 130.3" 138.0 133.0 126.0 132.0° 128.0 128.0 129.0 129.0 131.0
11 Nonagricullural employment, ol . 112.0 115.0 117.3 117.8 117.8 1180 118.2 1184 118.7 119.0 1191 119.2
2 Goods-producing. 1otal 96.9 98.1 98.3 98.5 98.3 98.4 98.6 98.7 98.9 99.3 99.3 99.1
i3 Manufucturing, total 96.4 97.2 96.2 96.3 96.0 96.1 96.1 96.2 96.3 96.3 96.4 96.3
14 Manufacturing, production workers 97.5 98.7 97.5 97.5 972 97.3 974 97.4 97.6 97.6 97.7 97.6
15 Service-producing . ............. 116.8 120.3 1233 123.9 124.0 124.3 1244 1247 125.0 125.2 1254 125.7
16 Personal income, total . 148.2" 157.2" 165.9" 167.1" 168.1" 168.2 169.3" 170.5" 171.1 172.5 1735 na.
17 Wages and salary disbursements. .. ....... 1426 150.9 159.7 161.1 162.2 162.0 163.4 165.1 165.0 167.2 168.4 na.
18 Manufacturing ...... DRI 1249 1304 {353 1369 136.7 136.7 1374 1392 138.6 1393 1406 aa
19 Disposable personal income 149.1" 157.6' 165.5" 166.7" 167.6' 167.8" 168.8" 169.9" 1711 172.4 173.4 n.a
20 Retail sales™........... ... 144.6" 151.2° 158.5' 158.3" 159.6" 160.9° 160.5" 161.3" 1639 166.1 166.1 163.5
Prives”
21 Consumer (1982-84==100) .. .. 1482 1524 156.9 157.3 157.8 158.2 138.6 158.6 159.1 159.6 160.0 160.2
22 Producer finished goods (1982= 1255 1279 131.3 131.9 131.8 1327 1326 132.7 132.6 1322 1322 131.6

1. Data in this (able also appear in the Board’s G.17 (419) monthly statistical release. For
the ordering address, see the inside front cover. The latest historical revision of the industrial
production index and the capacity utilization rates was released in January 1997. See
“Industrial Production and Capacily Utilization: Historical Revision and Recent Develop-
ments.” Federal Reserve Buldletin, vol. 83 (February 1997). pp. 67-92. The article contains a
description of the new aggregation system for industrial production and capacity utilization.
For a detailed description of the industrial production index, see “‘Industrial Production: 1989
Developments and Historical Revision,” Federal Reserve Bulletin, vol. 76 (April 1990), pp.
187-204.

2. Ratio of index of production to index of capacity. Based on data from the Federal
Reserve, DRI McGraw-Hill, US. Department of Commerce. and other sources.

3. Index of dollar value of total construction contracts, including residential, nonresiden-
tial, and heavy engineering. from McGraw-Hill Information Systems Company, F.W. Dodge
Division.

4. Based on data from U.S. Department of Labor, Employment and Earnings. Series covers
employees only, excluding personnel 1n the armed forces.

5. Based on data from U.S. Department of Commerce. Survey of Current Business.

6. Based on data not seasonally adjusted. Seasonally adjusted data for changes in the price
indexes can be obtained from the U.S. Department of Labor, Bureau of Labor Siatistics.
Monthly Labor Review.

NOTE. Basic data (not indexes) for sertes mentioned in notes 4 and 5, and indexes for series
mentioned in notes 3 and 6. can also be found in the Survey of Current Business.

Figures for mndustrial production for the latest month arc preliminary, and many figures for
the three months preceding the latest month have been revised. See *“Recent Developments in
Industrial Capacity and Utihzation.” Federal Reserve Bulletn, vol. 76 (June 1990), pp.
411-35. See also “Industrial Production Capacity and Capacity Utilizanon since 1987,”
Federal Reserve Bulletin, vol. 79 (June 1993}, pp. 590-605.

2.11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands ot persons; monthly data seasonally adjusted
1996 1997°
Category 1994 1995 1996 T
Sept. Oct. Nov. Dec Jan. Feb. Mar. Apr.
HOUSEHOLD SURVEY DATA!
| Civilian labor force? . ....... ...... ... ... 131,056 132,304 133,943 134,291 134,636 134,831 135,022 135,848 135,634 136,319 136.098
Emplovment
2 Nonagriculwral mdustries® . ............... . 119,651 121,460 123,264 123.768 124,167 124,290 124,429 125,112 125,138 125.789 125.887
Agriculture. ... 3,409 3,440 3443 3.480 3,450 3.354 3420 3,468 3,292 3,386 3.497
Unemployment
4 Number ... ... .. e e e 7.996 7,404 7,236 7.043 7,019 7.187 7.167 7,268 7,205 7144 6,714
5 Rate (pereent of civiliun labor foree)....... .. 6.1 5.6 54 5.2 52 53 53 54 5.3 52 49
ESTABLISHMENT SURVEY DATA
6 Nonagricultural payroll employment”, .. ... ... 114,172 117.203 119,549 120,050 120,311 120,492 120,723 120,982 121,296 121,435 121,577
7 Manufactunng . 18.321 18468 18.282 18.241 18.254 18.262 18,270 18,296 18.299 18,316 18.302
8§ Minmg .. ....... 601 580 570 567 566 566 566 56% 370 569 570
9 Contract construction. 4,986 5,158 5,405 5449 5464 5.491 5,520 5,535 5.639 5614 5,570
10 Transportation and public uti 5,993 6,165 6,318 6,337 6,338 6,350 6,340 6,378 6.403 6416 6,434
I Trade ..o PN 26,670 27.585 28,174 28,321 28,446 28.508 28,586 28.584 28.630 28.702 2,735
12 Finance. .. 6.896 6,830 6977 7.009 7,026 7,038 7.052 7,062 7.077 7.095 7118
13 Service 31,579 33.107 34,360 34,607 34,709 34,780 34,865 35,015 35,101 35,173 35.266
14 Government 19.128 19.3t0 19459 19519 19,508 19.497 19.524 19.544 19577 19,550 19,582
|

1. Beginning January 1994, reflects redesign of current popalation survey and population
controls from the 1990 census.

2. Persons sixteen yeurs of age and vlder, including Resident Armed Forces Monthly
figures are based on sample data collecied during the calendar week that contains the tweltth
day; annual data are averages of monthly figures. By definition. seasonality does not exist in
population figures.

3. Includes self-employed. unpaid famly, and domestic service workers.,

4. Includes all full- and part-time employees who worked during. or recetved pay for, the
pay period that includes the twelfth day of the month; excludes proprietors. self-employed
persons. household and unpaid family workers. and members of the armed forces. Data are
adjusted to the March 1992 benchmark, and only scasonally adjusted data are available at this
time.

SOURCE Based on data trom U.S. Department of Labor, Employment and Earnings.
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2.12  OUTPUT, CAPACITY. AND CAPACITY UTILIZATION'
Seasonally adjusted
1996 1997 1996 1997 1996 1997
Series
Q2 Q3 Q4 QI Q2 3 Q4 Ql Q2 Q3 Q4 QI
Output (1992=100) Capacity (percent of 1992 autput) Capacity utilization rate (pcrcenl)z
1 Total industey . . .. ............ . . ..... 114.8 1158 117.0 118.4 1379 139.2 140.5 141.8 83.3 83,2 83.3 83.5
2 Manufactoring. ... . . L L Ll 115.8 172 1184 120.1 141.0 142.5 143.9 1453 821 823 823 82.6
3 Primary prmening" . 111.7 113.2 1139 [14.6 1299 130.7 1315 132.2 86.0 6.6 86.6 86.7
4 Advanced processing 117.8 119.1 120.7 1228 146.5 148.2 150.0 151.9 80.4 804 80.4 0.8
5 Durable goods. . ... 1254 127.2 128.1 130.8 1522 154.5 156.9 159.2 82.4 823 81.7 82.1
6 Lumber and produci 111.0 110.5 110.1 1111 128.2 129.1 130.0 131.0 86.6 85.6 84.7 84.8
7 Primary metals . . . 116.5 1186 119.8 1192 1287 129.8 1310 132.1 90.5 914 915 90.2
8 Iron and steel ..., . 115.8 117.9 118.6 117.7 130.3 1319 1335 1349 888 89.4 889 872
9 Nonferrous ........... 172 1194 121.1 1209 126.5 127.1 127.8 128.6 92.7 939 94.8 94.0
10 Industnal muchinery and eqmpmcm 154.6 158.9 161.5 166.5 171.6 176.3 181.3 186.5 o90).1 90.1 89.1 89.3
11 Electrical machinery....... ..., 162.3 164.5 167.2 172.6 193.2 200.6 208.5 2164 R4.0 R2.0 80.2 798
12 Motor vehicles and parts . ... ... . 130.4 13t.3 126.0 130.6 1749 176.1 177.3 178.2 746 745 71.0 713
13 Aerospace and muscellaneous
transportation equipment . ..., ..., ... 83.8 86.7 90.4 935 120.6 1202 119.8 119.6 69.5 722 755 78.2
14 Nondurable .gouds ..................... 105.5 106.5 108.1 108.7 129.0 129.6 130.1 1306 81.8 822 83.0 832
15 Textile mill produc 106.5 107.9 107.4 107.3 129.4 130.1 1308 131.3 82.3 829 82.1 817
16 Paper and products 107.9 109.0 109.8 11.2 1224 1229 1233 123.6 §8.2 88.7 89.0 90.0
17 ChleC_illb and products........... 107.3 109.2 112.4 13.0 1379 129.2 1403 141.5 77.8 78.4 80.1 799
18 Plastics materials . . 122.1 1253 1253 127.0 1265 134.0 L. 94.3 95.1 93.5 ..
19 Petroleum products. ........... . Lo 106.0 106.7 107.7 108.3 1135 113.8 113.9 93.4 939 94.6 95.)
20 Minmg ... oo 103.5 103.7 103.8 105.3 113.7 137 iz 910 91.2 91.3 926
21 Unlities. . . . oo L 114.0 110.5 113.0 e 1245 1259 126.5 91.6 88.2 89.8 ’79
22 Electnc. . oo o 114.0 110.8 112.4 112.0 1228 1244 125.1 92.8 89.6 90.4 R9.5
1973 1975 Previous cycle5 Latest cycle® 1996 1996 1997
High Low High Low High Low Apr. Nov. Dec. Jan. Feb. Mar. Apr¥
Capacity utilization rate (percent)’
| Total industey. .................. 89.2 72.6 87.3 71.1 85.3 78.1 83.1 834 83.5 83.3 83.5 83.7 834
2 Manufactuning .. ................. 88.5 70.5 86.9 69.0 85.7 76.6 82.0 824 R2.S R2.4 82.7 82.8 82.4
3 Primary processing”, .. ... ....... 91.2 68.2 88.1 66.2 88.9 77.8 85.6 86.5 86.6 86.2 86.9 87.0 86.8
4 Advanced processing”........... 87.2 71.8 86.7 704 842 76.1 80.4 80.5 808 80.7 20.8 81.0 804
5  Durable goods . . .. 89.2 68.9 87.7 63.9 84.5 732 823 R1.9 81.7 81.7 822 82.4 R1.8
6 Lumber and products BR7 61.2 87.9 60.8 93.6 75.5 86.2 87.0 829 331 85.6 85.8 R5.9
7 Primary metals. . 100.2 059 94.2 45.1 92.7 737 90.5 90.5 90.4 89.4 90.8 90.4 898
8 [ron and steel. . 1058 66.6 95.8 37.0 95.2 71.8 88.3 86.8 37.1 87.7 87.6 86.4 856
9 Nonferrous. . .............. 90.8 59.8 911 60.1 89.3 742 934 9.1 94.7 91.7 94.8 95.5 95.3
10 Industrial machinery and
equipment . . ... .......... . 96.0 743 93.2 64.0 85.4 724 90.2 89.2 89.0 89.2 804 892 89.0
1t Electrical machinery . . 89.2 64.7 89.4 71.6 84.0 75.1 84.5 80.2 80.0 78.9 799 80.6 80.5
12 Motor vehicles and parts ... ...... 934 51.3 95.0 45.5 89.1 559 74.7 7279 71.9 74.1 72.8 728 67.8
13 Aerospace and miscellaneous
transportation equipment . .. .. 78.4 67.6 819 66.6 873 79.2 68.9 75.4 76.4 7.1 78.1 79.4 79.5
14 Nondurable goods. . ........... . 87.8 71.7 87.5 76.4 873 80.7 81.6 829 835 83.1 83.2 833 R3]
15 Textile mill products . . 91.4 60.0 91.2 72.3 9N 4 711 815 82.7 81.1 RLO 81.0 831 R2.2
16 Paper and products . . 97.1 69.2 96.1 80.6 935 85.0 179 89.3 90.4 89.3 89.9 90.7 90.5
17 Chemicals and product 87.6 69.7 846 69.9 86.2 79.3 77.7 79.6 8.0 80.6 79.8 79.2 793
18 Plastics materials. . . 102.0 50.6 90.9 634 97.0 748 93.6 92.4 94.0 93.5 933 Co .
19 Petroleum products . . ........... 96.7 81.1 90.0 66.8 88.5 85.1 93.0 94.4 94,2 94.3 95.3 95.6 972
20 Mining. ... 943 88.2 96.0 80.3 86.8 86.1 90.4 91.1 91.9 91.1 929 93.7 93.2
21 Uilitie 96.2 829 89.1 759 92.6 834 91.3 9Lh 89.3 89.3 86.8 87.5 39.1
22 Electric.............. 99.0 82.7 88.2 789 95.0 R7.1 92.3 90.6 90.3 90.7 887 89.3 90.2

L. Data in this table also appear in the Board's G.17 (419) monthly staustical release. For

the ordering address, see the inside front cover. The latest histarical revision of the industrial
production index and the capacity utilization rates was released in January 1997. See
“Industriai Production and Capacity Utilization: Historical Revision and Recent Develop-
ments,” Federal Reserve Bulletin, vol. 83 (February 1997), pp. 67-92. The article contains a
description of the new aggregation system for industrial production and capacity utilization.
For a detailed description of the industrial production index, see *‘Industrial Production: 1989
Developments and Historical Revision.” Federal Reserve Bulletin, vol. 76 (April 1990), pp.
187-204.

2. Capacity uilization is calculated as the ratio of the Federal Reserve’s seasonally adjusted
index of industnal production to the corresponding index of capacity.

3. Primary processing includes textiles; lumber:. paper. ndustrial chemicals: synthetic
materials; fertilizer matenals: petroleum products: rubber and plastics, stone, clay, and glass;
primary metals: and fabricated metals.

4 Advanced processing includes foods: tobacco; upparel: turniture and fixtures; printing
and publishing: chemical products such as drugs and toiletries; agricultural chemicals, leather
and products; machinery: transportation equipment: instruments; and nuiscellancous manutac-
tures.

5. Monthly highs. 1978-80: monthly lows, 1982,

6. Monthly highs, 1988-8Y; monthly lows, 1990-91.
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2.13

INDUSTRIAL PRODUCTION Indexes and Gross Value'

Monthly data seasonally adjusted

1992 1996 1997
ro- 1996
Group gnr- avg.
tion Apr. May | June July | Aug. | Sept. | Oct. Nov. | Dec Jan. | Feb | Mar. | Aprf
Index (1992 = 100y
MAIOR MARKETS
I Totalindex............. ........... .| 100.0 | 115.2 | 1143 | 1148 | 1155 | 1155 | 1158 | 116.0 | 116.2 | 117.2 | 117.7 | 117.8 | 1184 | 119.0 | 119.0
2 Products. .. ... 60.5 | 1120 | 111.0 | 111.4 | 1123 | 1123 | 1122 § 1127 | 1128 | 1140 | 1143 | 1142 | 1148 | 1155 | 1154
3 Final products . .......... 463 | 1128 | 112.1 | 1122 | 1131 | 1134 | 113.0 | 1133 [ 113.6 | 1148 | 1153 [ 1151 | 1157 | 116.7 | 1163
4 Consumer goods, total . ... 29.1 | 1105 | 109.8 | 110.0 | 110.8 | 110.7 | 110.1 | 1105 | 1108 | 1123 | 1127 | 1117 | 1117 | 1125 | 1118
5 Durable consumer gGOdﬂ . 6.1 | 1262 | 1257 | 1269 | 1299 [ 1297 | 1280 | 127.1 | 1245 | 127.1 | 1284 | 1273 | 1294 | 131.7 | 1270
6 Automotive products. 26 | 1258 | 1260 | 1269 | 1300 | 1320 | 1287 | 1277 | 1220 | 1274 | 1272 | 1296 | 1309 | 1322 | 1236
7 Autos and trucks. . . 1.7 | 1326 | 1350 | 1350 | 137.7 | 1457 | 138.7 | 1346 | 1257 | 1338 | 1355 | 138.7 | 1392 | 1412 | 1253
8 Autos, consumer . . .o 9| 1202 | 12601 | 129.0 | 1333 | 137.8 | 1325 | 129.9 | 1123 | 1235 | 1159 | 1200 | 122.8 | 1253 | 114.6
9 Trucks, consumer ........... J | 1472 | 1503 | 1473 | 148.7 | 1613 | 1523 | 146.6 | 1474 | 1524 | 1649 | 167.0 | 165.0 | 166.6 | 143.8
10 Auto parts and allied goods . 9| 1145 | 1119 | 1140 | 1174 | 1124 | 1135 | 1162 | 1144 | 1164 | 1140 | 1155 | 117.6 | 117.9 | 1185
1 Other.......... ..., 35 126.3 125.3 126.7 129.7 128.0 127.5 126.6 126.2 126.8 129.1 125.5 128.2 131.2 129.2
12 Appliances, televisions, and air
conditioners. ............. 1.0 | 1730 [ 1702 | 1720 | 180.1 | 181.1 | 1759 | 1742 | 1765 [ 1769 [ I8L.% | 171.2 | 1819 | 186.1 | 1823
13 Carpeting and furniture. . . 8 1099 | 1091 [ 1124 | 1146 | 107.0 | 1111 | 1105 | 108.6 | 110.7 | 1093 | 1060 | 106.0 | 111.2 | 109.1
14 Miscellaneous home goods 1.6 | 107.9 | 108.0 | 1081 | 108.7 | 108.5 | 108.0 | 107.6 | 1065 | 1064 | 109.6 | 109.2 | 109.2 | 110.3 | 1094
15 Nondurable consumer goods . .. . 230 | 1065 | 1059 | 105.8 | 1060 | 106.0 | 1056 | 1063 | 107.3 | 108.5 | 108.7 | 107.8 | 1073 | 107.8 | 108.0
16 Foods and tobacco .......... 103 | 106.1 [ 105.7 | 1053 | 1058 | 1059 | 1054 | 106.1 | 1066 | 107.2 | 108.2 | 107.7 | 108.0 | 108.5 [ 107.8
17 Clothing. ......... 24 95.5 96.1 959 95.6 954 95.4 95.1 95.5 95.0 94.9 94.0 93.5 93.7 934
18 Chemical products . 45 | 1127 | 1100 | 1105 | 1106 | 1126 | 1113 | 113.5 | 1155 | 1173 | (188 | 117.9 | 1166 | 116.1 | 116.7
19 Paper products ....... 29 | 1011 | 1000 | 1007 | 1002 | 1014 | 101.8 | 1019 | 1029 | 1029 | 103.0 | 101.1 | tO1.6 | 1028 | 102.7
20 Energy . 29 | 1120 | V128 [ 1128 [ 113.2 | 109.40 | 1094 | 1094 | 1107 | 1153 | 1118 | 1104 | 1075 | 1086 | 1119
21 Fuels ..... ... . . 8 | 1066 | 1064 | 106.8 | 106.7 | 106.7 | 107.7 | 1054 | 108.1 | 107.8 | 106.0 | 1051 | 106.2 [ 107.2 [ 105.4
22 Residential utilities . ........... 2.1 | 1143 | 1155 | 1154 [ 116.0 | 109.9 | 110.0 | 1109 | 111.7 | 1185 | 1142 | 1126 | 107.8 | 109.0 | 112.9
23 Equipment........................... 172 | 1168 | 1159 | 1160 | 117.0 | 1181 | 117.9 | 118.1 | 1184 [ 119.0 | 119.6 | 120.8 | 122.7 | 1239 | 1240
24 Business equipment .......... 132 | 1266 | 1251 | 1250 | 126.6 | 128.1 | 127.7 | 1283 | 1288 [ 129.8 | 130.7 | 1321 | 133.8 | 1349 | 135.0
25 Information processing and related . . 54 | 1432 | 1405 | 1408 | 1439 | 144.1 | 1446 | 1463 | 1474 | 1471 | 1485 | 1496 | 152.8 | 154.7 | 1564
26 Computer and office equipment . . 1| 2920 | 2722 | 279.7 | 2894 [ 3017 [ 3062 | 3143 | 318.8 | 323.5 | 327.1 | 3357 | 345.6 | 353.1 | 3616
2 Industmal........ ... 4.0 | 1269 | 1275 | 1265 | 1263 | 1272 | 126.7 | 1263 | 127.0 | 127.1 | 127.3 | 1279 | 1279 | 127.9 | 1288
28 Transit......... 2.5 | 1000 97.5 97.5 | 1006 | 104.1 103.0 | 103.8 | 101.9 | 106.6 [ 107.2 [ 109.8 | 112.0 [ 113.7 [ 109.9
29 Autos and trucks 12 [ 1153 | 1185 | 118.0 | 120.8 | 1265 | 1209 | 117.7 | 1094 | 1159 | 1137 | 1172 | 119.1 | 119.6 | 110.0
30 Other................... 13 | 1164 | 1147 | 1153 | 1143 | 1180 [ 116.1 | 1155 | 118.7 | 119.9 | 121.4 | 1234 | 1245 | 1245 | 1243
31 Defense and space equipment . 33 77.0 774 779 77.0 717 719 71.7 77.0 76.1 76.2 74.7 75.5 75.7 75.7
32 Oil and gas well drilling. .. ... . 6 | 1205 | 1237 | 127.0 | 127.8 | 122.1 122.6 | 117.5 | 1202 | 120.7 | 123.6 | 130.8 | 140.7 | 1539 [ 1544
33 Manufactured homes ................ 2 | 1620 | 1648 | 1657 | 1679 | 163.0 | 1674 | 1656 | 1653 | 159.8 .. 1563 | 1635 | 1609
34 Intermediate products, total 142 | 1094 | 107.7 | 108.9 | 109.7 | 1089 [ 110.0 | 1106 | 1102 | 111.9 | 1113 | 1116 | 1120 | 1120 | 1125
35 Construction supplies . . . o 53| 1168 | 1142 | 1161 | 1183 | 1175 | 1192 | 119.8 | 117.7 | 1207 | 117.8 | 117.0 | 119.5 | 120.1 | 120.1
36 Business supplies ................... 89 | 1051 | 1039 | 1046 | 1046 | 1039 | 1046 | 1053 | 105.8 | 106.8 | 1074 | 1084 | 107.6 | 107.3 | 108.0
37 Materials .. ..o e 395 | 1203 | 1195 | 120.1 | 1205 | 1205 | 1215 | 1212 | K207 | 1222 | 123.1 | 1234 | 1240 | 1246 | 1247
38 Durable goods materials. 208 | 1340 | 1326 | 1335 | 1340 | 1345 | 1362 | 1355 | 1358 | 1365 | 137.8 | 1384 | 1392 [ 140.3 | 1403
39 Durable consurmer part: 4.0 | 1288 | 1301 | 1306 | 1304 | 1311 | 1339 [ 1283 | 1266 | 1297 | 1303 | 1321 129.8 | 1297 | 1265
40 Equipment pasts . . ... 7.6 | 159.2 | 155.7 | 157.2 | 1589 | 159.6 | 161.7 | 1626 | 1634 | 1653 | 167.9 | 169.4 | 1727 | 1766 | 179.1
41 Other ......... 92 | 1182 | 117.2 | 117.8 | 117.9 | 1182 | 1192 | 1192 | 120.0 | 119.1 | 1199 | 1193 | 119.8 | 1196 | 1153
42 Basic metal materials ., 30| 1130 | L1210 | 1122 | 1126 | 1129 | 1136 | 1147 | 117.2 | 1144 | 1157 | 1149 | 1161 | 1156 | 1153
43 Nondurable goods materials 89 | 1064 | 1055 | 1059 | 1062 | 1074 | 1065 | 1069 | 108.0 | 108.4 | 109.5 | 1096 | 1105 | 1107 | 1106
44 Textile materials ... ... 1.1 | 1063 [ 1056 | 106.1 | 1063 | 1099 | 1074 [ 107.1 | 1084 | 108.5 | 1059 [ 1068 | 107.8 | 107.6 | 107.5
45 Paper materials . . . . 1.8 | 1074 | 1069 | 1064 | 1052 | 109.1 | 108.2 [ 107.0 | 108.0 | 1109 | 1125 [ 1115 | 1133 | 114.1 [ 1135
46 Chemical materials . . 39 | 1059 [ 1041 | 1047 | 1053 | 106.1 | 1062 | 106.8 | 1093 [ 107.7 | 1102 | ikl | 1110 | 111.2 | [11.2
47 Other ................... 2.1 106.1 106.5 107.1 108.0 107.1 104.7 106.2 1039 106.3 106.3 105.3 107.6 107.4 107.6
48  Energy matenials. .. ...... 9.7 | 103.9 | 1042 | 1046 | 1048 | 1024 | 1040 | 1039 | 1039 | 104.0 | 1039 | 1038 [ 103.6 | 103.6 | 1042
49 Primary energy . 63 | 1026 | 1040 | 1035 | 1035 | 10L7 | 1032 | 1022 | 102.0 | 101.6 | 102.6 | 101.6 | 102.6 | 102.6 | 1025
50 Converted fuel materials. ............. 33 | 106.2 | 1046 | 1067 | 1072 | 103.9 | 1054 | 107.0 | 107.5 | 1085 | 1063 | 108.0 [ 1055 | 1054 | 107.3
SPECIAL AGGREGATES
51 Total excluding autos and trucks........... 97.1 | 1149 | 1139 | 1144 | 1150 | 1149 | 1154 | 1157 | U161 | 1169 | 1174 | 1174 | 118.0 | 1187 | 1189
52 Total excluding motor vehicles and parts .. ... .. 95.1 146 | 1135 | 1140 | 1147 | 1146 | 1150 | 154 | 1159 | 1166 | 1172 | 117,01 | 1178 | 1185 | 1188
53 Total excluding computer and office
equipment ................ ... 0982 | 1129 | 1122 | 1126 | 1132 | 113.1 | 1134 | 1135 | 113.7 | 1146 | 1151 | 1151 | 1156 | 1162 | 116.1
54 Consumer goods excluding autos and trucks 274 109.2 | 1084 | 108.7 | 109.3 108.9 | 108.6 109.2 | 1099 111.0 111.4 | 1103 110.2 1109 | 111.0
55 Consumer goods excluding energy ......... 262 | 1102 | 1094 | 1096 | 1104 | 1109 | 1102 | 1106 | HO8 | 1118 | 1128 [ 1119 | 1122 | 113.0 | 1118
56 Business equipment excluding autos and
trucks. ..o 120 | 127.7 | 1258 | 1257 | 127.2 | 128.2 | 1283 [ 1293 | 130.7 | 131.2 | 1324 | 133.6 | 1353 | 1364 | 1375
57 Business equipment excluding computer and
office equipment ........... ... 120 | 1158 | 1183 | 1147 | 1158 | 1168 | 1164 | 1163 | 1166 | 117.5 | 1182 | 1192 | 1205 [ 121.1 | 1208
58 Materials excluding energy ............... 29.8 | 1254 | 1242 | 1249 | 1254 | 126.1 1270 | 1266 | 127.1 | 127.8 | 129.0 | 1294 | 1303 | 131.1 | 1311
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'—Continued
1992 1996 1997
Grou sIC? pro- | 1996
P code por- avg.
tion Apr. May June July Aug. Sept. Oct. Nov. Dec. Jun! Feh." Mar. Apr.?
Index (1992 = 100)
MAIOR INDUSTRIES
59 Totalindex. ................ 1000 |115.2 | 1143 | 1148 | 115.5 | 1155 | 1158 | 1160 | 1162 | 117.2 | 117.7 | 117.8 | 1184 | 119.0 | 1190
&) Manufacturing . . . R5.4 116.3 115.2 1157 116.4 117.0 1172 117.4 i17.6 1185 119.2 119.3 1201 120.8 120.5
61 Primary processing. . . N 26.5 112.2 111.0 111.7 112.6 113.0 1131 1135 1138 113.8 114.0 113.8 1148 118.2 1152
62 Advanced processing . .. ... .. 589 1184 117.3 117.6 1183 1189 119.2 1193 119.5 120.8 121.7 122.0 122.8 1235 1232
63 Dunble goods. . ... ... 450 | 1257 1246 | 1252 | 1263 | 1269 | 1275 | 1272 | 1271 1284 | 1288 | 1295 | 1305 [ 1319 | 1315
61 [umber and products . . . 24 2.0 109.7 110.3 1104 1124 109.3 (B3] o7 109.2 1131 108.0 108.6 1121 1126 1130
65 Furniture and fixtures. . .. .. 25 1.4 108.9 1081 110.3 109.5 1031 108 .8 108.% 1104 1105 1105 109.7 1100 110.2 110.2
66 Stone, clay, and glass
products , ., .. ....... 32 21 Lo 108.5 109.8 13 1i4.1 [H18 P31 .7 1118 1113 112.7 112.6 1ed IR
67 Primary metals. . . . 33 kA 117.2 116.1 116.3 117.0 118.0 1133 L19.5 122.1 1185 118.8 117.8 1200 119.8 119.4
68 Iron and stee] . . . 3312 L7 116.4 114.6 1157 117.1 118.0 118.2 1174 123.2 1159 116.7 118.0 118.2 116.8 116.2
69 Raw steel . . .. . 331PT A 1122 112.1 112.9 114.9 1133 1136 1126 1115 108.7 1125 1.7 1123 114.2 114.1
70 Nonferrous. . .......... 333-69 14 118.0 117.9 116.9 116.8 117.9 118.5 1218 (20.7 121.4 121.2 117.6 121.9 123.1 1232
71 Fabricated metal products . . . 33 5.0 118.6 117.8 118.4 1189 119.1 119.4 119.3 1193 119.1 1195 119.2 119.6 120.4 120.5
n Industrial machinery and
equipment. . ......... 35 8.0 156.4 153.3 1543 156.1 1577 159.6 1594 1599 161.7 162.9 164.7 166.8 168.0 169.4
73 Computer and office
equipment. . ......... 357 18 (2969 |277.3 | 2847 | 2943 | 3065 | 3108 | 319.0 | 3236 | 3283 | 3325 | 3403 | 3505 | 357.8 | 3665
74 Electrical machinery. . ... .. 36 7.3 163.3 161.1 161.8 164.0 163.8 164.6 165.2 165.6 167.2 168.8 168.6 1728 176.4 178.4
75 Transportation equipment . . . 37 9.5 106.1 106.4 106.8 107.1 109.5 109.3 107.3 105.3 109.5 109.6 111.9 1.6 125 1083
76 Motor vehicles and parts . 37 49 126.9 130.3 130.5 1304 134.1 1328 127.0 1212 1289 127.9 132.0 129.8 1299 121.1
7 Autos and light trucks . 371PT 2.6 124.6 127.1 127.6 1304 137.3 131.0 127.4 117.3 1257 125.6 128.8 129.7 131.7 117.5
78 Aecrospace and
miscellancous
transportation
equipment. . ... ... 372-69 4.6 85.6 83.2 83.8 84.3 85.7 86.5 87.9 8Y.3 90.3 915 92.2 93.4 95.0) 951
7 Instruments . ... ... 28 54 1028 102.3 102.4 103.3 102.3 103.0 103.0 103.4 103.0 104.1 103.3 104.6 105.1 1054
80 Miscellaneons .. ... ... 39 1.3 1129 112.0 12z 113.1 113.0 1129 113.0 113.0 1141 116.6 1163 1174 116.8 116.0
31 Nondurable goods ......... 40.4 106.3 105.2 105.5 1059 106.4 106.2 106.9 107.4 107.9 1088 1085 1087 108.9 108.8
82 oods .. . 20 9.4 106.3 1059 105.6 106.1 106.5 105.5 106.2 107.1 107.6 108.2 108.2 118.6 108.9 108.3
83 Tobacco products 21 1.6 105.6 106.3 103.7 105.1 102.5 104.1 1049 104.0 105.4 108.9 104.6 105.3 106.8 105.5
84 Textile mill produ 22 L8 106.6 105.3 106.1 108.0 108.7 107.7 107.2 107.6 108.2 106.3 106.3 106.3 109.1 108.0
85 Apparcl products . . 23 22 98.2 99.0 99.0 99.0 98.3 98.5 98.2 97.8 97.3 97.2 96.2 958 96.4 95.4
86 Paper and products. . . 26 3.6 108.0 107.5 107.8 108.5 110.2 108.1 108.8 107.6 110.1 e 1103 12 112.2 112.0
87 Printing and publishing 27 6.7 98.4 96.9 97.9 97.1 97.6 979 99.1 99.7 100.0 99.8 100.5 100.7 100.5 101.0
g Chemicals and products . . . . 28 9.9 108.9 106.9 107.2 107.9 109.0 108.7 109.7 1113 1.8 [14.0 1az 112.9 112.4 112.8
%9 Petroleum products. . . ... .. 29 1.4 106.5 105.5 106.2 106.3 105.3 107.8 106.9 108.4 1074 107.3 147.4 108.5 108.9 110.7
90 Rubber and plastic products . 30 35 120.5 118.0 119.8 1209 1207 122.0 122.8 121.4 1217 122.6 121.1 1233 123.9 123.0
9t Leather and products . ... .. 31 3 80.0 81.1 80,7 81.0 80.0 79.5 794 8.4 713 80.1 78.3 77.6 78.4 772
92 Mining 6.9 102.9 102.9 103.2 104.4 103.1 104.5 103.4 1034 103.5 104.5 103.6 1057 106.6 106.1
93 Mets 10 5 102.0 99.4 100.9 101.7 1031 104.0 105.3 105.6 1025 106.3 105.7 1037 102.7 102.5
94 Coal o 12 1.0 105.9 105.3 108.0 108.9 027 109.6 106.2 107.5 108.8 109.5 106.4 109.6 1055 106.2
95 Oil and gas extraction . ...... 13 48 100.3 100.9 100.5 101.5 100.9 101.1 100.5 100.0 100.2 100.7 100.8 102.8 105.2 104.8
96 Stone and carth minerals .. ... 14 .6 118.7 116.3 1174 120.6 1206 121.7 1185 120.0 120.2 1229 117.2 122.3 1224 118.5
97 Utibbies .. . ..o R 7.7 | 1128 | 1135 [ 1146 | 1140 | 1094 | 1108 | 1111 111.9 | 1145 | 1126 | 1127 | 198K 10K [ 113.0
98 Electric . ... - .|491.493PT 6.2 112.7 1130 1148 114.2 110.1 1115 1109 112.0 112.7 112.6 113.2 1109 118 113.]
W Gav. e 492 493PT 1.6 113.2 115.0 113.6 136 107.1 108.5 1R 111.3 1209 112.7 1109 106.0 107.2 1124
SPECIAL AGGREGATES
100 Manufacturing excluding motor
vehicles and parts ... ... .. 80.5 1157 114.3 114.8 1156 1160 116.3 116.8 1173 117.9 118.6 118.6 119.5 120.2 120.4
101 Manufacturing excluding office
and computing machines . . . 83.6 1137 112.8 113.2 113.8 1143 4.4 1145 1147 115.5 116.1 1162 1169 1175 171
Gross value (billions of 1992 dollars, annual rates)
MAJOR MARKETS
102 Products. total . ............. 2,001.9 (2,258.7 |2,249.1 | 2,255.7 | 2,274.2 | 2,276.1 | 2,272.9 | 2,273.4| 2,270.7 | 2,303.5| 2,301.1| 2,302.9| 2,316.9| 2.332.5| 23221
103 Finad . ..o 1,552.1 [1.760.9 | 1,760.0 | 1,761.9 | 1,775.7 | 1,782.8 | 1,773.6 | 1.771.6 | 1,771.8| 1.795.1| 1,796.8| 1,798.4| 1.R103| 18252 18122
103 Consumer goods . . .. 1,049.6 [ 1.162.2 | 1.164.3 | 1,165.5 | 1,172.5 | 1I7L6 | 1,165.5] 1.163.0| 1.164.7| 1,182.2] 1,182.3| 1.176.3| 1.178.6 1187.5 1.077.7
105 Eguipment......... - 5025 5980 | 3950 | 3595.7| 6024 | 6105| 6074 6078| 6063 6121 6137/ 6214 6311 6370/ 6339
106 Intermediatc .. ............. 449.9 498.2 489.9 494.4 499.0 494.3 495.7 5021 499.3 508.6 5049 5051 S07.2 S08.2 $10.4

i. Data in this table also appear in the Board's G.17 (419) monthly statistical release. For
the ordering address. see the inside front cover. The latest histonical revision of the industrial
production index and the capacity utilhizaton rates was released wn January 1997, See
“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-

ments,” Federal Reserve Bullenn. vol 83 (February 1997), pp. 67-92. For a detaled

description of the industrial production index. see “Industriai Production: 1989 Develop-

ments and Historical Revision.” Federal Reserve Bullenn, vol. 76, (April 1990). pp 187-204.
2. Standard industnial classification.
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2.14 HOUSING AND CONSTRUCTION
Monthly figures at seasonally adjusted annual rates except as noted
1996 1997
[tem 1994 1995 1996
June July Aug. \ Sept. Oct. w Nov. Dec. Jan. \ Feb. Mar.
Private residential real estate activity (thousands of units except as noted)
NEwW UNITS
| Permits authorized . . ... ............ 1.372 1.333 1.426" 1.432 1,454" 1,408 1,391' 1,349° 1,391" 1.405" ! 1.438" 1457
2 One-family. . ... .. 1,069 4997 Lo 1.094' 1,077° 1061’ 1.029° 1,003 1016 999" ! 1,069 1,034
3 Two-family or more . 303 135 356" 33K 377 3447 Rl 346" 375" 406" ! 369 423
4 Started 1457 1354 1.477 1,488 1,492 1515 1470 1,407 1.486 1,353 1,554" 1,435
5 One-famil 1,198 1.076 1.161 1,214 1,164 1,222 1,148 1.104 1,133 1.024 1,237 1115
6 Two-fumily or more 259 278 ile 274 328 293 3 RlX) 353 329 37 320
7 Under construction at end of penod" . 755 775 819 826 K25 820 825 R25 828 LN 825 819
8  One-famly.......... e 584 554 534 594 593 593 592 588 584 571 578 572
9 Two-family or more . 171 22t 235 232 232 227 233 237 244 244 247 247
10 Completed ......... 1.346 1319 1407 1.426 1,463 1.449 1,356 1.375 1431 1,484 1,563 1400
11 One-family 1.161 1.073 1124 1,137 1.161 1,153 1.097 1129 1.151 1.177 1.258 1,107
12 Two-family ormore ........... 185 246 283 289 302 296 259 236 280 307 305 293
13 Mobile homes shipped ........... KA 341 362 372 366 69 372 364 354 338 353 355
Merchant builder activity in
one-family units
14 Number sold . . . 670 667 757 732 782 814 768 706 788 794 825 834 813
15 Number for sale at end of pel 340 374 326 355 352 343 331 330 327 322 314 307 297
Price of units sgld (thousands
of dellarsy
16 Median 130.0 133.9 140.0 140.0 1442 137.0 139.0 143.8 143.5 1449 145.0 141.0 142.5
17 Average 154.5 158.7 166.4 166.5 168.4 159.7 1674 168.4 172.0 171.8 17114 169.9 171.8
EXISTING UNITS (one-family}
I8 Numbersold .............. 3967 3812 4.087 4,160 4.150 4,100 4.020 4,000 4,060 3,950 3910 4.230 4.160
Price of wnity sold (thousands
of dodlursr
19 Median, . ................ 109.9 113.1 1182 122.9 121.5 1223 1178 116.6 1174 118.8 120.6 175 120.0
200 Average ... 136.8 139.1 145.5 150.2 149.6 1495 1447 143.6 1441 147.1 149.6 1447 147.5
Value of new construction (millions of dollarsy?
CONSTRUCTION
21 Total put inplace. ................. 525,968 | 547.105 | 567.313 | 563,122 | 559,312 | 564,715 | 572,262 | 582.537 | 594,043 | 588.146 | 588.889 | 601,447 | 600,092
22 Private .. ...... 399427 | 410.643 | 426,518 | 423.106 | 419,293 | 426,703 | 428.361 | 437.034 | 446,059 | 445439 | 446646 | 454,528 | 451919
23 Residentia . 238531 | 236916 | 246,090 | 246909 | 244931 | 246.019 | 246,407 | 246.935 | 249.167 | 250297 | 25,126 | 254,141 | 256,618
24 Nonrestdential . . 160.896 | 173727 | 1R0OA428 | 176,197 | 174,362 | 180.684 | 181,954 | 190.099 | 196892 | 195,142 | 96520 | 200.387 | 195301
25 Industrial buildin 28908 | 32,317 29981 28,755 28,770 | 27.082 29,656 | 33.043 31583 0 29413 30,395 | 30,142 | 28,058
26 Commercial buildings . 59506 | 67,513 70,011 69,280 | 68,262 | 72,146 70,672 | 74520 77,669 | 75.735 77,996 | 79931 77.987
27 Olhe_r buildings ...... 27.025 26,902 29235 28,533 28514 29,764 29.812 30,469 32,636 32,452 33,362 34,483 34,639
28 Public utilities and othe: 45457 | 46,994 | 51,201 49.620 | 48816 | 51.692 51814 | 52,057 55,004 57.542 54.767 | 55831 54617
29 Public.......o oo Lo 126.541 136462 | 140,795 | 140,016 | 140,020 | 138,012 | 143901 145,503 | 147,983 | 142,707 | 142244 | 146919 | (48174
30 Military . 2314 2977 2906 3,140 2,439 2,307 2583 2774 2,350 2,423 2524 2,618
31 Highway.. . . . . ..., .., . . 37.427 37,220 39,399 38308 39,194 36.507 40,483 35,326 40160 41,711 4).330 42,022
32 Conservation and development . . ... . 6378 6412 5,753 6,004 5.793 5.660 5473 6,095 5,974 5.708 5.838 5.558
33 Other .................. . 80,723 89,253 | 92,737 | 92564 | 92594 | 93538 95360 | 97308 | 99499 | 92865 92562 | 96,721 97478

1. Not at annual rates.
2. Notscasonally adjusted.

3. Recent data on value of new construction may not be strictly comparable with data for
previous periods because of changes by the Bureau of the Census in its estimating technigues.
For a description of these changes, see Construction Reports (C-30-76-5), issued by the
Census Bureau in July 1976.

SOURCE, Bureau of the Census estimates for all series except { 1) mobile homes. which ure
private. domesnic shipments as reported by the Manufactured Housing Insifute and scason-
ally adjusted by the Census Bureau, and (2) sales and prices of exising units, which are
published by the National Association of Realtors. All back and current figures are availuble
from the originating agency. Permit authorizations are those reported to the Census Bureau
from 19.000 jurisdictions beginning in 1994,
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2.15 CONSUMER AND PRODUCER PRICES
Percentage changes based on seasonally adjusted data except as noted
Change from 12 Change from 3 months earlier " .
months earlier (annual rate} Change from 1 month earlier
Index
ltem level,
1996 1997 1996 Apr.
1996 1997 1997!
Apr. Apr.
June Sept. Dec.f Mar. Dec Jan. Feb. Mar. Apr.
CONSUMER PRICES®
(1982-84=100)
L Allitems . ... 29 25 29 31 33 1.8 3 1 3 1 1 160.2
2Food. ... 2.6 28 43 53 34 3 0 -3 3 .0 -2 156.6
3 Energy items ........ 5.9 0 49 1.1 16.2 -28 1.5 8 3 -1.7 -15 1100
4 All items less food and encrgy . 2.7 27 2.5 2.7 24 2.4 2 -1 2 2 3 169.4
5 Commodities . . . 1.6 1.1 0 1.1 9 1.1 1 .1 .1 Bl 3 143.5
6 Services ... 32 33 34 34 3 2.7 3 .1 3 3 3 184.1
PRODYUICER PRICES
(1982=100)
7 Finished goods, 24 8 2.5 25 4.3 -30 5 -3 4 —.1 -6 131.6
& Consumer foo 1.9 24 5.3 4.6 2.4 - 1.8 -2 -1.0 -3 9 -4 134.3
9 Consumer energy 6.5 -1.3 2.5 7.0 26.2 ~17.3 3.3" 0" —1.2 -34 26 82.2
10 Other consumer good . . 1.8 1.0 22 -6 .6 .6 2! -7 =1 3 0 145.2
11 Capital equipment . ..................... 1.4 .1 6 12 -6 1.2 K A -t 3 -4 1385
Intermediate matertals
12 Excluding foods and teeds .. ............... 0 -2 6 1.0 22 =22 6 2 A -6 -3 125.2
13 Excluding energy. ... ..o -1.0 2 0 0 -3 6 A B 0 0 .0 134.2
Crude materials
14 Faods 17.5 —23 47.4 -94 -3.1 -2.7 -1.0 -19 2.1 116.8
53 Energy 213 -9.9 —14.1 8.7 -67.1 9.3 6.9 ~124 -19.2 8.7
16 Other —13.1 -1.0 -9.3 -2.6 15.2 0" 2.0 1.0 6 156.0

1. Not seasonally adjusted
2. Figures for consumer prices are for all urban consumers and reflect a rental-equivalence
measure of homeownership.

SOURCE. U.S. Department of Labor, Bureau of Labor Statistics.
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2.

16 GROSS DOMESTIC PRODUCT AND INCOME

Billions of current dollars except as noted; guarterly data at seasonally adjusted annual rates

1996 1997
Account 1994 1995 1996
Ql Q2 Q3 Q4 Q1
GROSS DOMESTIC PRODUCT
PTotal ... 6,935.7 72538 7.576.1 7,426.8 7.545.1 7,616.3 7.716.1 7,866.0
By source
2 Personal consumption expenditures 4,700.9 4,9249 S.t51.4 5,060.5 5,139.4 5,1654 5,240.3 5.346.4
3 Durable goods ............. ... ..., 580.9 606.4 632.1 625.2 637.6 630.5 635.2 661.1
4 Nondurable goods 1,429.7 1,4859 1,545.1 1,522.1 1.544.7 1,546.5 1.566.8 1,600.2
5 Services ................ 2,690.3 28326 29743 29132 29571 29885 3.038.3 3,085.1
6 Gross private domestic INVeSIMENt .. ... ... ... . ..o 1.0144 1,065.3 1.117.0 1.068.9 1,096.0 [.156.2 1.146.6 1,202.8
7 Fixed investment . . . . . ... 954.9 1.028.2 1,101.5 1.070.7 1.088.0 L1196 11278 1,151.8
8 Nonresidential ... . . .. .. 667.2 738.5 791.1 769.0 7738 807.0 814.5 833.3
9 Structures . ........ . . ... 180.2 199.7 2143 208.4 207.4 2135 2278 2343
10 Produccrs’ durable equipment . ..., e B 487.0 538.8 576.8 560.6 566.3 5935 586.7 599.0
11 Residential structures . ..... ... . L il 287.7 2898 3105 307 3142 3126 3133 318.5
12 Change in business inventories ......... .....o.coviiniiuna .o 595 37.0 154 -1.7 8.0 36.6 13.8 51.0
13 Nonfamm .. ... i 48.0 39.6 17.3 27 1.3 354 19.7 50.1
14 Net exports of goods and services .......... ... i -94.4 -94.7 —98.7 —86.3 -99.2 —1202 —89.1 —1114
15 Exports ... ................ o 719.1 8074 835.2 839.5 850.0 8443 887.0 899.3
16 Imports ... 813.5 902.0 953.9 925.8 946.2 964.5 976.0 1.010.6
17 Government consumption expenditures and gross investment.......... 1,314.7 1,358.3 1,406.4 1,383.7 1,408.8 14148 1,418.3 1.428.2
18  Federal ... ... 516.4 516.6 523.1 5186 529.6 525.5 S518.5 519.9
19 State and local 798.4 8417 883.3 865.1 879.2 889.3 R99.8 908.3
By major 1ype of product
20 Final sales. total ............. 6,876.2 72167 7.560.7 7,428.6 7,537.1 7.579.6 7.697.4 7.815.0
21 Goods ..... 2,534.4 2,662.2 27844 2,7493 2,782.0 2,785.0 2.821.1 2,871.0
22 Durable . ... 1,086.2 1,147.3 1.219.6 1.192.1 1,219.1 1.2255 1,241.7 1,263.2
23 Nondurable . 1,448.3 1.515.0 1.564.8 1.557.1 1,562.9 1.559.5 1,579.5 1,607.9
24 Services ... . .. .. - 17465 39269 4.105.2 40279 4.087.0 41220 4,183.8 42409
25 Structures ... . o 595.3 627.6 671.1 6514 668.0 672.6 692.5 703.1
26 Change in business inventories .......... ........ ...l 59.5 37.0 154 -1.7 8.0 36.6 18.8 51.0
27  Durable goods 319 349 12.7 12.3 9.9 347 -6.0 22.5
28 Nondurable goods ....... ... ... ... .. ... .. i ool 277 22 27 —14.0 -19 20 24.8 285
MEMO
29 Total GDP in chained 1992 dollars ............................ 6,608.4" 6,742.2" 6,906.8" 6,813.8" 6,892.17 6,928.1"7 6,993.3" 7.089.4
NATIONAL INCOME
30 Total ..o 5.535.2" 5,828.9" 6,164.2" 6,027.5" 6.132.27 6,216.6" 6,280.6" na.
31 Compensation of employees .............. .. ... ... 4.009.8 4,222.7 44485 43443 4.420.9 44829 4.546.0 4.637.5
32 Wages and salaries ... ... ... .. L. 32573 3433.2 3.630.1 3,540.2 3,606.5 3,659.6 37142 3,794.4
33 Government and government enterprises 602.5 621.7 641.2 634.0 638.9 644.6 647.2 656.7
34 Other ..............ooon oL 2,654.8 28115 29889 2,906.1 29675 3,015.1 3.067.0 3,137.8
315 Supplement to wages and salaries . . ......... 7524 789.5 RI84 804.1 814.4 823.3 831.8 8430
16 Employer contributions for social isurance ... ... ... ... 350.2 365.5 3822 375.0 3804 384.6 388.8 396.9
17 Other labor income ... . . ... . ..o L Ll 4022 4240 436.2 429.1 434.0 4386 442.9 446.1
3% Proprietors’ income' .. ... ... 464 .4° 486.1" 527.3° 308.17 524.6" 535.6 540.9" 548.7
39 Business and professional! 430.0° 458.2° 432.6" 47157 480.5 4855 49311 503.6
40 Fam' L e 34,37 279 4.7 36.6' NN 500" 479 45.1
41 Rental income of Persons”  .......... . . . ...l 112.1° 1.7 115.0" 114.5" 112.4 115.2" 117.9° 116.2
42 Corporate profits' 4 554.1' 604.8 670.2" 661.2" 672.1" 677.3" 670.1" na.
43 Profits before tax e 531.2 598.9 639.9 642.2 644.6 635.6 637.1 na.
44 Invenlory valuation adjustment . ... . -133 -28.1 -89 —17.4 -11.0 2.0 -9.2 3.0
45 Capital consumption adjustment . . .. 36.2" 34.0° 39.2° 36.4" 38.6" 0.7 422 44.2
46 Netinterest . ... ... 3949 403.6 403.3 399.5 402.3 405.6 405.7 n.a.

1. With inventory valuation and capital consumption adjustments.

2. With capital consumption adjustment.

3. For after—tax profits, dividends, and the like. see table 1.48.

SOURCE. U.S. Department of Commerce, Survey of Current Business.
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2.17 PERSONAL INCOME AND SAVING
Billions of current dollars except as noted: quarterly data at seasonally adjusted annual rates
1996 1997
Account 1994 1995 1996
Ql Q2 Q3 Q4 QI
PERSONAL INCOME AND SAVING
| Total personal income ... ............. .. ... e e 5.762.0" 6,112.4" 6.449.5" 6,304.5" 6,409.6" 6,498.9 6.584.9" 6,701.3
2 Wage and salary disbursements ................. e 3.241.8 3.430.6 3.630.1 35382 3.606.5 3.659.6 3.716.1 37925
3 Commodity-producing industries . 8249 863.5 902.7 878.7 900.3 911.0 9209 936.3
4 Manufacturing ........... 6211 648.4 672.5 6548 671.8 678.5 685.0 693.6
5 Dstnibutive industries . 739.2 783.7 8279 R10.5 8223 8324 846.5 862.5
& Service industries ... ... . 1,075.2 1,161.6 1,258.3 12154 1.244.9 1,2716 1.301.5 1.337.0
7 Government and govermment enterprises .. ...l 602.5 621.7 641.2 6340 638.9 644.6 6472 656.7
& Other labor income ... e o 402.2 424.0 436.2 429.1 434.0 438.6 4429 446.1
9 Propnetors’ income’ .. 4644 486.17 527.3" 508.1" 5246 540.9° 5487
10 Business and professional! 430.0 458.2° 482.6 471.5° 480.5" 493.1* 503.6
11 arm! L 34.3" 279 1.7 36.6" 44.1° 47.9° 451
12 Rental income of person 121" 1117 1150 1145 11247 117.9° 116.2
13 Dividends  ........... NP 199.6 214.8 2306 226.6 2293 23438 240.0
14 Personal interest income ... ... PN 663.7 717.1 738.2 726.1 733.1 750.5 758.3
15 Transfer payments .......o..oonenn. . . 956.3 1,022.6 1.079.7 1,063.0 1,075.6 1, 1,095.0 1,120.4
16 Old-age survivors, disability, and health insurance benefits .. ..., .. 4729 5074 539.1 5299 536.3 5482 562.2
17 LESS: Personal contributions for social insurance ................ 278.1 294.5 307.5 301.0 305.8 309.7 3134 3209
I8 EQUALS: Personal income ... 5.762.0" 6.112.4" 6,449.5" 6.304.5" 6,409.6" 6,498.9° 6.584.9" 6,701.3
19  LEss: Personal tax and nontax payments ...................... 7314 794.3 863.8 8249 870.6 872.5 887.2 887.0
20 EQUALS: Disposable personal income ............. S 5,030.6" 5318.1" 5.585.7 5.479.6° 5,539.0' 5.626.4" 5.697.7° 58143
21 LESS Personal outlays ... ... ... o oo 4,832.3 50715 53140 5.218.1 5,300.7 53298 5.407.5 5.515.9
22 EQUALS: Personal SavIng . ....ov v vnir et 198.3" 246.6' 271.6° 261.5° 238.3' 296.6" 290.2" 298.4
MEMO
Per capria (chamed 1992 dollurs )
23 Gross domesne product ... .. . 25,348.7" 2562607 26.014.3" 25,751.4 25,088.4" 26.065.0 26.251.3" 26,562.2
24 Personal consumption expenditures . . 17,158.4" 17.399.5" 17.667.4 17,570.2 17.675.7 17,6579 17.764.8 18.006.8
25 Disposable personal mcome ... 18.362.0' 18.789.0" 19.158.07 19,028.0° 19.053.0" 19.233.07 19.315.0 19.583.0
26 Saving rate (PEICERl) ... 39" 4.6" 4.9 48 43 53 5.1 5.1
GROSS SAVING
27 GGROSS SAVING ... e 1,055.9" 1,152.3 1,275.9° 1.218.4" 1,245.0" 1.314.6" 1,325.7" na.
28 Gross PrVAIE SAVING .. ... .ot 1,006.3" 1,072.3" 1.161.0" 1,134.3" ,122.1" 1,196.7° 1,190.6" na.
29 Personal saving 198.3° 246.6 271.6" 261.5 238.3" 296.6" 290.2° 298.4
30 Undistributed corporate p 147.8° 158.7" 192.9' 187.9" 192.6 198.6 192.5° na.
31 Corporate inventory valuatwn adjustment — ....... ........ ... ..., -133 —28.1 -89 -17.4 -11.0 2.0 -9.2 30
Cupital consumption allowances
32 Corporate  ............. 416.4" 435.9" 457.9° 449.6" 454.7° 461.1" 466.1° 471
33 Noncarporate 228.3° 2285 2386 2315 236.5° 240.5 243.7° 246.1
34 Gross government SAVINE ... ... .o oottt 49.6 30.0 115.0 84.1 1229 1178 135.0 na.
35 Federal .... ..... L. -119.6 -879 ~54.6 —82.0 —54.1 -48.4 -340 na.
36 Consumption of fixed capital 70.6 73.8 72.5 732 72.6 723 71.9 722
27 Current surplus or deticit {~), national accounts. -190.2 -161.7 -127.1 —155.2 —126.7 -1208 -105.9 na
3K Smrcandlocal ... 169.2 167.9 169.6 166.1 177.0 166.3 169.0 na.
ki Consumption of fixed capital . . . . N 69.4 729 76.6 751 76.0 77.1 78.1 791
30 Current surplus or deficit (—). national accounts. . .............. 99.7 95.0 93.0 91.0 101.0 89.2 90.9 na
4] Gross investment ... ... .. ... L 1,090.4 1,150.9 1,200.8 1,167.9 1.187.0 1,215.9 1,232.5 n.a,
42 Gross private domestic investment 1,014.4 1.065.3 1,117.0 1.068.9 1.096.0 1.156.2 1.146.6 1,202.8
43 Gross government investment . . 2123 2219 233.4 2288 2351 2342 2353 232.8
44 Net foreign investment ..., -136.4 —136.3 —149.5 —1299 —144.2 -174.6 —149.4 n.a.
45 Statistical discrepancy........ ... 34.5 -15" ~75.1 —50.6" —58.17 —98.7" -93.2" na.

. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

SOURCE. U.S. Department of Commerce, Survey of Current Business.
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data seasonally adjusted except as noted'

1995 1996
{tem credits or debits 1994 1995 1996
Q4 Ql Q2 Q3 Q47
1 Balance on CUITent aCCOUNL. . ... .« cvrvrvrae s creareeenan e — 148,405 —148,154 —165,095 —30,435 —35,274 —40,593 —47.853 —41,380
2 Merchandise trade balance? . . . .| —166,121 -173,424 - 187,674 -38,026 —43,127 —47,370 —51,869 —45,308
3 Merchandise exports . ............. ..., 502463 575,940 611,669 149,422 150,032 153,120 150,144 158,373
4 Merchandise imports............. .. ..... —668,584 749,364 ~799.343 —187.448 —193,159 -200,490 202,013 —203,681
5 Military transactions, net. . . 1,963 3,585 2.809 978 489 725 515 1,080
6 Other service transactions, net . 59,779 64,776 70,658 17,657 18,008 17.687 17.075 17,883
7 i -4,159 -8,016 -8.416 —1,890 311 —2.215 —4.098 -2414
8  U.S. government gmms ..... —15,816 —10959 - l4 634 -2,799 -4.259 -2.364 —2.580 -5431
9 US. government pensions and other transflers . . . —4.544 —3.420 233 -731 -1,012 - 1,081 - 1,064 -1,076
[} Private remittances and other transfers . ................. .. —19,506 -20.696 -23.605 —5.624 —5,684 -5975 -5.832 -6,114
11 Change in U.S. government assets other than official
reserve assets. net {increase, —)......... TN —34] —280 —665 -169 -152 —353 166 —=326
5,346 -9.742 6,668 191 17 —523 7489 -315
3 0 0 0 0 0 0 0 0
14 Spccm] drawing rights (SDRs). —441 —808 370 —147 -199 —-133 848 —146
15 Reserve posmon in lmemauoml Muneldn' Fund.... . . 494 —2,466 — 1,280 —163 —849 —220 —183 —28
16 Foreign CUrrencies . .. ....ooouveee i 5.293 —6,468 7,578 501 1,065 —-170 6,824 —141
17 Change in U.S. private gssets abroad (increase, —)............... —155,700 ~297,834 -312,833 —98,206 —68,588 —49,823 - 80,968 —113,454
18 Bank-reported claims® . . . . —8,161 —69.146 -88,219 =7272 1,714 —74 —-33,196 —56,663
19 Nonbank-reported claims .. .. —32.804 —34,219 N —14,278 —12,707 -3,374 —15,696 S
20 US. purchases of foreign securities, ncl . . . . -60,270 -08,960 —104,533 —32,539 —34,420 —20,200 —22,933 —26,980
21 U.S. direct investments abroad, net. . ... ........ .. ... —54.465 -95 509 -88,304 —-44,117 -23,175 —26,175 -9.143 -29.811
22 Change in foreign official assets in United States (increase, +).......... 40,253 109.757 122,778 11.369 52,021 13,566 24,235 32,956
23 US. Treasury securities. .......... . 30,745 68,813 111151 12,984 55,600 —3,384 25472 33,463
24 Other U.S. government obligations . 6,077 3,734 4,331 764 52 1,258 1.217 1,804
25 Other US. government liabilities™ ... ... 2,344 1.082 1404 1,249 -156 220 1,061 279
26 Other U.S. liabilities reported by U.S. banks 3,560 32.862 4.614 —3,908 —3,264 14,187 ~1.930 —4.379
27 Other foreign official assets” ... .. —-2.473 3,266 1.278 280 =211 1,285 —1,583 1.789
28 Change 1n foreign private assets m United States (increase, +) . . . . 245,123 314,705 402,268 87,860 47,454 86,987 118,735 149,092
29 US bank- -reported liabitities* .. ... ... . e 111.842 25283 —1.558 32,763 —35.57) 1,925 —=1,151 33,239
30 U.S nonbank-reported liabilities. . =7,710 34,578 Co 11,272 6,506 7.296 20,608 .
31 Foreign private purchases of U.S. Tredsur\ securitics, net . 34,225 99,340 153,784 1,734 11,832 31212 43,402 67,338
32 Foreign purchascs of other U.S. securities. net 57,006 95.268 131,682 27,321 35,993 29122 34,820 31.747
33 Foreign direct investments in United States. net 49.760 60.236 83,950 14,768 28,694 17.432 21,056 16,768
34 Allocation of special drawing rights. .. . . ... ... ... ... .. ... 0 0 0 0 0 0 0 0
35 Discrepancy . ............... . . 13,724 31.548 ~53.122 29.420 4,522 -9.261 -21.804 —26,573
36 Due to seasonal adjustment . .. . - 1,153 6,653 —449 —8,318 2,119
37  Before seasonal adjustment 13.724 31,548 -53.121 28.267 -2,13 -8,812 —13.486 —28,692
MEMO
Changes in official assets
38 US. official reserve assets (increase, —) .. . ...l 5,346 —-9.742 6.668 191 17 —523 7.489 —315
39 Foreign official assets in United States, exdudmo line 25
(increase, +) ............. ..., e 37.909 108,675 121.374 10.120 52,177 13,346 23,174 32,677
40 Change in Organization of Petroleum Exporting Countries official
assets in United States (part of hne 22) . . . . ........ -1.529 3.959 13.573 —1.435 —-G992 5,555 5479 3,531
L. Seasonal factors are not calculated for lines 12-16, 18-20, 22-34, and 38-40. 4. Associated primarily with military sales contracts and other transactions arranged with
2. Dara are on an international accounts basis. The data differ from the Census basis data, or through foreign official agencies.
shown in table 3.11, for reasons of coverage and tming Military exports are excluded from 5. Consists of mvestments in U.S. corporate stocks and mn debt secunties of private
merchandise trade data and are included in hine 5. corporalions and state and local governments.
3 Reporting banks include all types of depository msniutions as well as some brokers and SOURCE. U.S. Department of Commerce. Bureau of Economic Analysis, Survey of Current

dealers Business
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3.11 US. FOREIGN TRADE'
Millions of dollars: monthly data seasonally adjusted
1996 1997
Ttemn 1994 1995 1996
Sept. Oct. Nov. Dec. Jan. Feb. Mar?

| Goods and services. balance ............ --104,381 - 105,064 - 114.299 — 11,616 —8,066 ~7,968 —10.489 -12,334 —10.537 - 8.508

2 Merchandise. . —166.123 -173.424 | —187.766 -17.639 —14.211 —14,404 -16.871 —18614 - 17.006 = 15063

3 Services ...l 61,742 68,360 73,467 6.023 6.145 6,436 6.382 6.280 6,469 6.555

4 Goods and services, exports . ............. 698,301 786.529 835414 68.816 71,758 72,566 71210 70,645 73472 76.479

5  Merchandise. . 502.462 575.939 611.507 50.317 52,893 53,302 51.924 51.358 54,060 56,614

6 Services ... 195.839 210,590 223907 18.499 18,865 19.264 19,286 19.287 19412 19,865

7 Goods and services. imports — 802,682 -891.593 ~949,714 ~80.432 ~79,824 —80,534 —81,699 —82.979 —84,009 —R4.987

8  Merchandise. . —668.535 -749.363 —799.274 -67.956 —67,104 —67.706 68,795 —69,972 -71.066 -71.677

9 Services ... - 134.097 —142230 | —150.440 -12.476 —12.720 -12.828 —12.904 —13,007 —12,943 —13310

{. Data show monthly values consistent with quarterly tigures in the US. balance of SOURCE. FT900. U.S. Department of Commerce. Bureau of the Census and Bureav of
payments accounts. Economic Analysis.
3.12 US. RESERVE ASSETS
Millions of dollars. end of period
1996 1997
Asset 1993 1994 1695
Sept. Oct Nov. Dec. Jan. Feb. Mar. Apr#
UTotal ..o 73442 74,335 85,832 75.509 75.558 75,444 75,090 68,200 67,482 67,222 65873
2 Gold stock, inctuding Exchange
Stabilization Funq' .................. 11,053 11.051 11.050 11.050 11.049 11.049 11049 11,048 11.051 11,050 11.051
3 Special drawing rights™>. ... .. ... ... .. ... 9.039 10,039 11,037 10177 10.226 10.386 10.312 9,793 9,866 9.879 9.726
4 Reserve position in Internal
Fund” ... 11.818 12,030 14.649 15,421 15.517 15516 15.435 14,372 14.037 13.846 13.660

5 Foreign currencies 41,532 41215 49.096 38.861 38.765 38,493 38,294 32,987 32,528 32,447 31,436

1. Gold held “under earmark™ at Federal Reserve Banks for foreign and international
accounts is not included in the gold stock of the United States: see table 3.13. line 3. Gold
stock is valued at $42.22 per fine troy ounce.

2. Special drawing nghts (SDRs) are valued according to a techmque adopted by the
International Monetary Fund (IMF) in July 1974. Values are based on a weighted average of
exchange rates tor the currencies of member countrics. From July 1974 through December
1980, sixteen currencies were used; since January 1981, five currencics have heen used. U.S.

3.13 FOREIGN OFFICIAL ASSETS HELD

Millions of dollars. end of period

SDR holdings and reserve positions in the IMF also have been valued on this basis since July
1974.

3. Includes allocations of SDRs by the International Monetary Fund on Jun. 1 of the year
indicated, as fallows: 1970—$867 miliion; 1971—$717 million; 1972—3$710 mullion: 1979—
$1.639 million: 1980—%$1.152 million; 1981—%$1,093 million; plus net transactions 1 SDRs.

4. Valued at current market exchange rates.

AT FEDERAL RESERVE BANKS'

1996 1997
Asset 1993 1994 1995
Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr.?
1 Deposits. . ... 386 250 386 265 176 170 167 167 229 16 169
Held n custody |
2 US. Treasury se‘curilicx‘ .................. 379.394 441,866 522,170 609,801 619,987 634,165 628,049 646.130 662,375 672,059 668.536
3 Farmarked gold™ ..o o o ool 12.327 12,033 11.702 11,210 11,204 11.19% 11.197 11.197 11.175 11,034 10,044

L. Excludes deposits and U.S. Treasury securites held for international and regional
organizations.

2. Marketable U.S. Treasury bills. nates, and bonds and nonmarketable U.S. Treasury
sccurities, in each case measured at face {not market) value.

3. Held in foreign and international accounts and valued at $42.22 per fine (roy ounce: not
included in the gold stock of the United States,
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

1996/ 1997
[tem 1994 1995
Sept. Oct. Nov. Dec. Jan.! Feb. Mar.P
FTotal oo 520,934 630918 719,615 722.761 737,524 752,552 763,058 771,938 780,512
By type

2 Liabilities reported by banks in lhE United Stawes” ................ 73,386 107,394 116,386 109,995 107,071 112,116 119,671 116,646 119,605
3 US. Treasury bills and certificates” . . . . .. e 139,571 168.534 182,122 186,180 197,692 193.435 188.076 191,090 191,548

U.S. Treasury bonds and notes
4 Marketable. .. ... .o 0 oo 254,059 293.690) 158,225 363,063 366,903 380.565 388,587 398,630 405,443
5 6,109 6.491 6,057 5.892 5,929 5.968 6.007 6,043 6.084
6 47809 54 809 56,825 57.631 59,929 60,468 60717 59,529 57.832
7 218,374 222406 246,342 246,542 250,872 262,145 361.052 265,324
R 17.235 19473 21.351 21,764 21,360 21.151 21,237 21,083
9 41,492 66.721 69,338 70,481 76.977 77.547 79,412 80,329
10 236,824 31016 369,529 371,268 375,311 390.671 399,060 400,184
11 4.180 6.296 6,944 6,587 7.034 6.717 7411 7,908
12 5.827 5.004 6,109 6.117 5,968 4.825 3,764 4,782

1. Includes the Bank for International Settlements

2. Principally demand deposits. time deposils. bankers acceptances, commercial paper,
negotiable time certificates of deposit, and borrowings under repurchase agreements.

3. Includes nonmarketable certificates of indebledness and Treasury bills 1sued 1o official
institutions of foreign countries.

4. Excludes notes issued to foreign official nonreserve agencies. Includes current value of

zero-coupon Treasury bond issues to foreign governments as follows: Mexico, beginning
March 1988. 20-year maturity issue and beginmng March 1990, 30-year maturity issue;

Venezuela, beginning December 1990, 30-year maturity issue, Argentina, beginning April
1993, 30-year maturity issue,

5. Debt securities of U.S. government corporations and federally sponsored agencies. and
U.S. corporate stocks and bonds.

SOURCE. Based on U.S. Department of the Treasury data and on data reported to the
department by banks (including Federal Reserve Banks) and securities dealers in the United
States. and on the 1989 benchmark survey of foreign portfolio mvestment 1 the United
States.

3.16 LIABILITIES TO, AND CLAIMS ON. FOREIGNERS Reported by Banks in the United States'

Payable in Foreign Currencies

Millions of dollars, end of period

1996
Item 1993 1994 1995
Mar. June Sept Dec.
1 Banks® habilities .. ... . . 78,259 89.258 109,713 107.454 111,651 111,140 103,820
2 Banks® claims . 62,017 60,711 74,016 69.164 65,825 68,120 66,455
3 Deposits. . .. . . 20993 19,661 22.696 22213 20.890 24,026 22,904
4 Otherclaims ............. 41.024 41,050 51.320 46951 44935 44,094 43,551
S Claims of banks' domestic customers” 12.854 10.878 6,145 6.384 7.554 7.390 14,613

L. Data on claims exclude foreign currencies held by U.S monetary authorities.

2. Assets owned by customers of the reporting bank located n the United States that
represent claims on foreigners held by reporting banks for the accounts of the domestic
customers.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'
Payable in U.S. dollars
Millions of dollars, end of period
1996 1997
Irem 1994 1995 1996
Sept. Oct. Nov. Dec. Jan. Feb. Mar.P
BY HOLDER AND TYPE OF LIABILITY
1 Total, all foreigners............................... 1,014,996 | 1,099,549 | 1,137,737"| 1,091,897 | 1,124,315 | 1,116,775 | 1,137,737" | 1,135,726" | 1,158,001" | 1,153,355
2 Banks' own liabilities. .. ........................... 718,591 753461 759,012 724,792 757,645 740,998 | 759,012" | 765214" | 782,035 782,018
3 Demand deposils. . 23,386 24448 27,034 25,504 23,858 27,637 27,034 26,228" 25,085 28,012
4 Time geposils‘ . 186,512 192,558 188,717 192,525 197,388 192,543 188,717 186,723" 189,753" 189,430
5 Other ........ . . 113,215 140,165 141,733 150,230 150,302 143,690 141,733 158.871" 161,841° 151,849
6 Own foreign offices®. . ... 395,478 396,290 401,528 356,533 386,097 377,128 401,528 393392 405,356 412,727
7 Banks' custodial liabilities™ .. .....,....... . 296,405 346,088 378,725 367,105 366,670 375.777 378,725 370,512 375,966 371,337
8  U.S. Treasury bills and certificates®. .. .........oi... 162,938 197,355 220,575 212,478 214.609 225,046 220,575 214,727 217,817 222,213
9 Other negotiable and readily transferable
INSEEUMENLS . . o oot te e 42,539 52,200 64,040 57,702 54,045 54,568 64,040 62,971 59,668" 55,843
10 Other ... e 90,928 96,533 94,110 96.925 98,016 96,163 94,110 92,814 98,481 93,281
11 Nonmonetary international and regional organizalionssA .. 8.606 11,039 13,864 14.443 16,666 14,772 13,864 14,849 14,626 12,192
12 Banks' own liabilities. . .......................... 8,176 10,347 13,355 13,843 15.835 13.434 13,355 14,170 14,297 11.793
13 Demand deposits. . 29 21 29 26 67 46 29 55 51 49
14 Time ‘deposi - 3,298 4,656 5,785 5441 6,005 4,906 5,785 5,792 5,035 6,952
15 ther .. 4,849 5,670 7.541 8,376 9.763 8,482 7,541 8,323 9,211 4.792
16  Banks' custodial liabilities® . ...... ............... 430 692 509 600 831 1,338 509 679 329 399
17 U.S. Treasury bills and cettificates® 281 350 244 399 600 1,088 244 494 219 226
18 Other negotiable and readily transferable
S 149 341 265 201 231 226 265 185 110 158
19 Other ... 0 1 [4] 0 0 24 0 0 0 15
20 Official institutions® . .............................. 212957 275,928 305,551 298,508 296,175 304,763 305,551 307,747° 307,736 311,153
21 Banks’ own labilities. . ............... ... .. ..., 59.935 83,447 79,340 86,027 83,706 82,714 79,340 88,220 87,291" 90,425
2 Demand deposits. ... 1,564 2,098 1,511 2,049 1316 2,180 1,511 1.290 1378 2.390
23 Time deposits 23,511 30,717 33,664 34,902 35,551 35,292 33,664 32,717 34,472 32,658
24 Other® .......... 34,860 50,632 44,165 49,076 46,839 45242 44,165 54.213 51,4417 55.377
25  Banks' custodial liabilities® .......,............... 153,022 192,481 226,211 212,481 212,469 222,049 226211 219.527 220.445" 220,728
26 U.S. Treasury bills and certificates®. . . ............ 139.57 168.534 193.435 182,122 186.180 197,692 193,435 188.076 191,090 191,548
27 Other negotiable_and readily transferable
instruments’ . . 13.245 23,603 32350 30,051 25,085 24,000 32,350 31.291 29,008° 28,797
28 Other ... 206 344 426 308 B 357 426 160 347 383
29 Banks'® ..o 678,532 691,412 | 681,007"| 649,649 678,993 667,700 | 681,007 | 669.279" | 682,286 683,425
30  Banks’ own liabilities. . . .. 563,617 567,834 562,996 524,845 554,577 547,106 562.996" 553,704° 562,050 567,277
31 Unaffiliated foreign bank 168,139 171,544 161,468" 168,312 168.480 169,978 161,468" 160,312° 156,694° 154,550
32 Demand deposits 10,633 11,758 13,692" 12,764 11,156 13,304 13.692° 12,898 11,642 13,310
33 Time geposils' ............... 1HL171 103,471 91,200 91,906 96,223 94,345 91,200 89.567° 89,263" 88,380
34 ther” ... ... ... 46,335 56,315 56,576 63,642 61,101 62,329 56.576 57.847 55,789" 52,860
35 Own foreign offices* 395,478 396,290 401,528 356,533 386,097 377128 401.528 393,392 405,356 412,727
36 Banks® custodial liabilities® ... ....,.............i. 114915 123,578 118,011 124,804 124,416 120594 [ 118,001 115,575 120,236 116,148
37 U.S. Treasury bills and certificates® ... ............ 11,264 15,872 13,886 18,556 16,865 14,227 13.886 13,969 13,289 13,996
38 Other negotiable_and readily transferable
instruments’. .. ... 14,506 13,035 12.324 11.298 12,455 13,295 12,321 11,142 11,210 11,204
39 Other ... o 89,145 94,671 91.804 94950 95,096 93,072 91.804 90.464 95,737 90,948
40 Other foreigners .. ..........oviniiininiiinnennn. 114,901 121,170 137.315 129,297 132,481 129,540 137,315 143,851 153,353° 146,585
41 Banks® own liabilities . . 86,863 91,833 103.321 100,077 103,527 97,744 103,321 109,120 118,397 112,523
42 Demand deposits. . 11,160 10,571 11.802 10,665 11,319 12,107 11,802 11,985° 12,014 12.263
43 Time deposits” . 48,532 53,714 58,068 60,276 59,609 58,000 58,068 58,647 60,983" 61.440
44 Other' . . 27,171 27,548 33,451 29,136 32599 27,637 33,451 38.488" 45,400 38,820
45  Banks' custodial liabilities® ... ..., .. ............. 28,038 29,337 33,994 29,220 28,954 31,796 33,994 34,731 34,956 34,062
46 U.S. Treasury bills and certificates®. .. ............ 11,822 12,599 13,010 11,401 10,964 12,039 13,010 12,188 13,219 16,443
47 Other negotiable_and readily transferable
InStruments’. ., .. ... e 14,639 15.221 19,104 16,152 16,274 17,047 19,104 20,353 19.340 15,684
48 Other ... ... e 1.577 1.517 1,880 1.667 1,716 2,710 1,880 2,190 2,397 1,935
MEMO
49 Negotiable time certificates of deposit in custody for
foreigners. ............ .. ... 17,895 9,103 9,934 10,466 11,657 10.540 9,934 9,035 8,745 ‘ 9,332

1. Reporting banks include all types of depository institutions as well as some brokers and
dealers. Excludes bonds and notes of maturities longer than one year.

2. Excludes negotiable time certificates of deposit. which are included in **Other negotia-
ble and readily transferable instruments.”

3. Includes borrowing under repurchase agreements.

4. For U.S. banks, includes amounts owed to own foreign branches and foreign subsidiar-
ies consolidated in quarterly Consolidated Reports of Condition filed with bank regulatory
agencies. For agencies, branches, and majority-owned subsidiaries of foreign banks, consists
principally of amounts owed to the head office or parent foreign bank, and to foreign
branches, agencies, or wholly owned subsidiaries of the head office or parent foreign bank.

5. Financial claims on residents of the United States, other than long-term securities, held
by or through reporting banks for foreign customers.

6. Includes nonmarketable certificates of indebtedness and Treasury bilis issued to official
institutions of foreign countries.

7. Principally bankers acceptances. commercial paper, and negotiable time certificates of
deposit.

8. Principally the International Bank for Reconstruction and Development, the Inter-
American Development Bank, and the Asian Development Bank. Excludes ‘“holdings of
dollars” of the International Monetary Fund.

9. Foreign central banks, foreign central governments. and the Bank for International
Settlements.

10. Excludes central banks, which are included in *“Official institutions.”
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States' —Continued

1996 1997
Item 1994 1995 1996
Sept. Oct. Nov, Dec. Jan Feb. Mar.P
AREA
50 Total, all foreigners.............................. 1,014,996 | 1,099,549 | 1,137,7377| 1,091,897 | 1.124,315 | 1,116,775 | 1,137,737 | 1,135,726" | 1,158,001" | 1,153,355
51 Foreign countries .......... ... ... ... ........... 1,006,390 | 1,088,510 | 1,123,873 1,077.454 | 1,107,649 | 1,102,003 | 1,123,873" | 1,120,877" | 1,143,375" | 1,141,163
S2 EBUrope. .. ...l e s 390,869 362,819 368,352 352,049 374,418 381,204 368,352 379.630° 379,556 374,988
53 Austria................ G 3,588 3,537 5,101 6,017 6,250 5,101 4,794 4.010 4,589
54 Belgium and Luxembourg 21,877 24,792 23,576 22,482 21,006 23,576 22.842° 23537 22,106
55  Denmark e o .. 2.884 2,921 2,450 2,652 2,790 2450 2213 1.594 1,691
56 Finland................... F .. 1,436 2,831 1.463 812 1,557 1,463 1,583 1.338 1,017
57 France .. e e . 44,365 39,218 34,365 37,637 40,021 34,365 34,558° 35457 34,860
58 Gemmany ............ . ... . 27,109 24035 24,554 23,599 21,650 24,554 24.871" 24.142° 25,400
59  Greece.. . - cee 1,400 2,014 1.810 1.854 2,222 1.810 2,080 1,930 2,392
60 laly.... .. NN 10,885 10,868 10,701 12,509 10,262 10,701 10,366” 10,610 8,674
61  Netherlands L RN 16,033 13,745 10,995 9,626 11,132 10,995 9.760" 10,946 11,000
62 NOIWay ...t . 2,338 1,394 1,288 1,622 1,882 1,288 1.860 1,538 1,891
63 Portugal e e e e 2,846 2,761 1.865 1,473 1,723 1,865 1,747 16617 1,744
64 Russia......... ... o 2,726 7,948 7,571 4,761 8,215 7,571 7.160 6,819 7,771
65 Spain 14,675 10,011 16,922 20,359 18,228 16,922 20417 17.963" 18,789
66 Sweden ............ 3,094 3,246 1,291 1.814 1,656 1,291 2.269 1,527 1,921
67  Switzerland . .. .. .. .. 40,724 43,625 44215 42,226 37,981 44,215 43,266 46,6817 43,319
68  Turkey......... 3,341 4,124 6,723 7,992 7,311 6,723 7051 6,749 7177
69  United Kingdom 163,733 139,183 151,385 133,614 165.814 151,385 157.357 157,265" 154,223
70 Yugoslavna” ................... .. 245 177 206 214 216 232 206 212 239 248
71 Other Europe and other former U.S.S.R. oo 27,770 26,389 21,871 20.786 20.431 21,272 21,871 25,236 25.550"° 26,176
T2 Canada. . ... ..o 24,768 30,468 38,111 33,199 35,147 33,035 38,111 34,830 33,985° 37,116
73 Latin America and Caribbean ........... .......... 423,847 440,213 465,704" 433,796 444,847 438,574 465,704 455,456 471.897" 463,373
74 Argentina................ o .. 17,203 12,235 13,794 11,989 11,701 13.860 13,794 16,475° 17,018" 16,739
75 Bahamas ..... R . 104,014 94,991 88,299 86,880 101 414 91,494 88,299 90.460° 97.416" 88,680
76 Bermuda ..... . 8,424 4,897 5.299 4,880 6,443 5,299 5,103 8.803 8,203
77 Brazil.......... .- 9,145 23,797 27,663 23817 26,920 27,663 22.468° 23,859 23,694
78  British West Indies . . . .. 229,599 239,083 250,761 8 226,502 250,761 244,633° 248,571° 249,965
79 Chile . ... - .. 3127 2,826 2915 2,728 2915 2.987° 3,459 6,931
80  Colombia. . .. .. 4,615 3.659 3.256 2.838 3.256 2.791" 2,855" 2,807
81 Cuba ..... - . 13 g 21 18 21 19 19 19
82  Ecuador... R 875 1,314 1.767 1,574 1,767 1,617 1,633° 1,484
83  Guatemala . 1,121 1,276 1.282 1.235 1.282 1.348" 1,410 1378
84 Jamaica . .. 529 481 628 564 628 576 577 585
85  Mexico. . o 12,227 24,560 31,230 27,981 31,230 27.139" 27,442' 26,594
86  Netherlands Antilles o 5217 4,673 5977 4,437 5977 6,401" 6,085" 3474
87 Panama .......... o 4,551 4,264 4,077 4,002 4,077 3.849" 4.134" 3,847
88 Peru.... - 900 974 834 942 834 967" 917" 926
89  Uruguay. .. 1,597 1,836 1,888 1,753 1,888 1,915 1,857 1,843
90  Venezuela .. .. 13,986 11,808 17.361 17,377 17,361 18.119 18.100° 18,454
91 Other....... ..ottt 6,704 7,531 8,652° 7,906 8,652° 8,589" 7,742 7,750
92 ASIA . .. 154,346 240,595 236,716 243210 239,416 233,804 236,716 236,418" 244,507 250,686
China
93 Mainland . ... ... . ..o L0 Lo 10,066 33,750 30,441 32,068 26,998 29411 30,441 27917° 31,634 31,374
94 Taiwan e 9,844 11,714 15,990 15,721 15,449 16,613 15,990 16,682 15,621 15,797
95  Hong Kong 17,104 20,197 18,742 17,485 17,052 18,712 18,742 19.873 20,065 20,105
96 India...... e 2,338 3,373 1936 3,793 3,709 3,832 3936 4329 4,752 5435
97 Indonesia................... .. 1,587 2,708 2,297 2204 2436 240M 2,297 2,159 2473 2,671
98  Israel ............. ...l e e e 5,157 4,041 6,042 4,134 7.162 5,723 6,042 6,597 6.197 5,955
99 Japan............ .0 .. 62981 109,193 107,014 112,539 112,602 103,680 107,014 106,421 108,705 116,054
100 Korea (South) ... . . .- 5,124 5,749 5973 5,908 5.545 5897 5973 6.048 6276 6534
101 Philippines. . . . C e . 2,714 3.092 3,378 3,429 3,191 3.264 3378 2.340 2,437 2,389
102 Thailand.......... ... ... ..o L NS 6,466 12,279 10912 11,759 11,972 12,729 10912 9.873 10,752 9,394
i03  Middle Eastern oil-exporting couniries’? . 15,494 15,582 14,303 14,715 13,032 13,145 14,303 12,924 12,767 13,408
04 Other.... .. ... ... ... . e 15,471 18917 17.688 19,455 20,268 18,397 17,688 21.255 22,828 21,570
105 Africa. ... i i e 6,524 7,641 8,063 7,440 7,058 7,671 8,063 8.443 R0 8,533
106 Egypt... [ 1.87 2,136 2.012 1,894 1,904 1.901 2.012 1.933 2,033 2.000
107  Morocco ... 97 104 112 78 74 66 112 1 97 107
108  South Africa 433 739 458 482 435 641 458 610 720 827
109 Zaire ................. 9 10 10 6 11 10 10 5 7 9
110 Oil-exporting countries'* cee .- 1,343 1,797 2,608 2,051 1,940 2,384 2,608 3,005 2467 2929
111 Other...................... 2,763 2,855 2.863 2.929 2.694 2,669 2,863 2,689 2,786 2,661
112 Other ..ot e 6,036 6,774 6,927" 7.760 6,763 7,715 6,927 6,100 5320 6.467
113 Auvstralia o 5.142 5,647 5.468 5522 4,786 6,196 5,468 4,866 4,072 5,096
14 Other.......... ... .. . it ciann. 894 1.127 1.459" 2238 1.977 1,519 1,459" 1,234 1,248 1371
115 Nonmonetary international and regional organlldllons . 8,606 11,039 13.864 14,443 16,666 14,772 13.864 14,849 14.626 12,192
116 International™.............. . . . 7537 9,300 11,991 12,761 14,887 12,974 11,991 13,230 13,100 10,414
t17  Latin Amencan regional'® s 613 893 1,339 1.193 1.304 1,172 1.339 1,103 1120 1.317
118  Other regional L . 456 846 534 489 475 626 534 sl6 406 461
11. Since December 1992, has excluded Bosnia. Croaha, and Slovema. 15. Principally the International Bank for Reconstruction and Development. Excludes

12. Includes the Bank for International Settlements. Since December 1992, has
mcluded all parts of the former U.S.S.R. (except Russia), and Bosma, Croatia. and Slovenia.

13. Comprises Bahrain, Iran, Iraq. Kuwait. Oman, Qatar, Saudi Arabia, and United Arab
Emirates (Tructal States).

14. Comprises Algeria. Gabon, Libya, and Nigena.

“*holdings of dollars™ of the International Monetary Fund.

for International Setllements, which is included in “Other Europe.™

16. Principally the Inter- American Development Bank

17. Asian, African, Middle Eastern. and European regional orgamizations, except the Bank
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States!
Payable in U.S. Dollars

Millions of dollars, end of period

1996 1997
Area or country 1994 1995 1996
Sept. Oct. Nov. Dec. Jan. Feb. Mar.”
1 Total, al! foreigners. .............................. 485,432 532,444 | 600,6927 [ 544,646 563.454 574,920 | 600,692° | 608,506" | 634.696 636,385
2 Foreign countries ................ ... ............. 480,841 530,513 | 598,088" | 542,948 560,325 573,447 | 598.088" | 606.734" | 632.441 634,849
FEUIOPE .ot e 124,124 132,150 166,501 155,277 165.634 168,794 166,501 179,495" 194,236 205.420
4 Austria ... . 692 565 1,662 988 1,197 1,097 1,662 1,643 1,284 1,911
5  Belgium and Luxembourg . 6,923 7.624 6.727 6,903 6,828 6,403 6,727 7.611 6855 8,439
6 Denmark ............. 1.129 403 492 408 480 651 492 678 571 546
7 Finland . 512 1.055 971 1,350 1,068 1,228 971 1,144 976 1,684
8  France .. 12,149 15,033 15,246 12,078 12,792 12,198 15,246 18,111 20,576 24.929
9 Germany . 7,623 9.263 8472 8.670 8,546 7.195 8,472 9.659" 9077 11.971
10 Greece . 604 469 568 397 426 571 568 636 s30 750
o daly ool 6,044 5,370 6.457 5,870 5,007 5.957 6.437 5419 5,587 6,437
12 Netherlands ... . 2,960 5346 7,080 6,956 7.386 7.350 7.080 8,119 8,658 7,783
13 Norway ... i 504 665 808 1,199 1.617 1.894 K08 1.058 766 1.226
14 Porugat . 938 838 418 484 517 341 418 420 310 42]
15 Russia ... 973 660 1,669 1.135 1,413 1.533 1.669 1,673 1,704 2028
16 Spain .. 3,536 2,166 3,211 4,152 3.885 4181 3211 6,507 5.407 6.633
17 Sweden .. .. . . . 4098 2,080 2,673 2976 2919 2,882 2,673 3.028 3,323 2,765
18 Switzerland ..o 5.747 7474 19,798 10,930 16,110 18.071 19.798 21457 25,258 20.853
19 Turkey ... 878 803 1,109 1,083 962 1,131 1,109 1,029 1.221 1,240
20 United Kingdom . . .| 66863 67.784 85,057 85.732 89.961 92,143 85,057 86,7117 96,988 99,125
21 Yugoslavia?................ 265 147 115 87 118 112 115 108 107 87
22 Other Europe and other former US.S.R.3 . 1,686 4,355 3.968 3879 4,402 3,856 3968 4.484 5038 6.592
23 Canada ......... . . . 18,490 20,874 26436 25,343 23,066 22,013 26.436 26.348' 27881 35773
24 Latin America and Caribbean . ............ ... 224,229 256,944 | 274,127 240,683 243,634 253,761 274,127 271,654 275,255 260.265
25 Argentina ........... . 5,854 6.439 7.400 7.101 7,057 7,212 7,400 6.987 6,952 6,999
26 Bahamas ......... ... o 66,410 58.818 71,871 61,830 61,991 64,911 71871 62,679 66,771 67,714
27 Bermuda ....i.iiiiiii 8.533 5.741 4.103 3,680 4438 5,019 4,103 4444 5,980 6,305
28 Brazil ....... cee . 9,583 13,297 17,259 15,261 15417 16.141 17,259 17.620 17,758 17,624
29 British West Indies . . 96,373 124,037 105,510 102,157 105,891 105,234 105,510 108,643 110,143 98,205
30 Chile ...l 3,820 4,364 5,136 4,397 4,288 4,554 5,136 5.509" 5.602 5,784
31 Colombia 4.004 4,550 6.247 4,723 4811 4960 6,247 6,166 6,033 6.022
32 Cuba .... 0 0 [ 0 0 0 0 0 0 ]
33 Ecuador . 682 825 1,031 965 957 952 1,031 1,079" 1.124 1.155
34 Guatemala 366 457 62 507 546 568 620 612 634 629
35 Jamaica .. 258 323 345 339 362 365 345 336 336 366
36 Mexico . . 17,749 18,024 18.425 17,715 17,742 17,993 18,425 18,323" 18,297 19510
37  Netherlands Antilles . . 1.404 9,229 25.200 11.207 9.406 15,074 25.209 27.675 24250 18.759
38  Panama ............ . . 2.198 3,008 2,786 2,257 2,354 2,621 2,786 2,796" 2911 3,099
39 Peru ... . . . . 997 1.829 2720 2541 2.563 2,629 2.720 2.867 2944 2.502
40 Uruguay . 503 466 589 530 547 551 589 623 766 741
41 Venezuela 1,832 1,661 1,702 1,513 1,636 1.626 1.702 1.599" 1,452 1512
42 Other ... . 3.663 3,376 3174 3.960 3.628 3.351 3.174 3,696" 3.292 3339
43 ASIA L 107.800 115.336 122.538° 113.582 120,007 120,285 122.538° 121.362° 127,105 124,210
44 PR 836 1023 1,401 1,700 1,420 1.202 1,401 2,035 1,766 1456
45 . . 1,448 1,713 1.894 1,700 1.305 1412 1894 1,249 1,201 1.709
46 Hong Kong 9222 12.821 12.802 13.882 12.984 13.550 12.802 11.764 11,880 14,150
47 India ......... 994 1,846 1,946 1,975 281 2,027 1.946 1.824 1,957 2,194
48 Indonesia 1,472 1,696 1,762 1.653 1.577 1,636 1.762" 1,749" 1.896 2,080
49 Israel . N . 688 739 633 576 1017 624 633 692 6]7 635
50 Japan FN . . . 59,569 61.468 59.967 52326 59.343 59.886 59,967 59843 64.175 56,374
51 Korea (South} 10,286 13,975 18,961 17.48% 16.947 18,080 18.961 20214 20,077 19,987
32 Philippines . . 663 1318 1.697 1,255 1.335 1519 1.697 1,492 1.794 1,600
53 Thailand ... 2,902 2,612 2679 2,705 2,699 2.820 2,679 2,003 3.092 3441
54 Middle Eastern oil-exporting countrics® . . . . . 13,982 9,639 10,424 10,111 11,372 10,311 10,424 K582 8,889 10,078
55 Other ... 5,738 6,486 8.372 8.211 7.827 7127 8,372 8.915 9761t 10.606
56 Africa . 3,053 2,742 2,777 2,757 2,638 2,557 2.777 2731 297 2735
57 Egypt 225 210 247 241 204 212 247 246 245 244
58  Morocco . . 429 514 524 565 543 587 524 489 522 473
59 South Africa ... 674 465 584 572 614 551 584 572 564 455
60  Zaire ........... 2 1 0 1 1 ¢] 0 0 0 0
61  Oil-exporting countri . . 856 552 420 429 414 427 420 408 474 605
62 Other ... ... . 867 1,000 1,002 949 862 780 1.002 L6 967 958
63 Other ... ... .. ... 3,145 2467 5.709" 5.306 5.346 6.037 5.709" 5.144 5,192 6.346
64 Australia ... ... 2,192 1,622 4,577 3,641 3.798 4,336 4577 3.743 3176 4104
65 Other 953 845 1,132 1.665 1,548 1701 1,1327 1.401 2016 2242
66 Nonmonetary international and regional organizations® . . . 4,591 1.931 2.604 1.69% 3,129 1473 2.604 1.772 2255 1.506
1. Reporting banks include all types ot depository institutions as well as some brokers and 4. Comprises Bahrain, Iran, Iraq. Kawait, Oman. Qatar, Saudi Arabia. and United Arab
dealers. Emirates (Trucial States).
2. Since December 1992, has exctuded Bosnia, Croatia, and Slovema. 5. Comprises Algeria. Gabon. Libya, and Nigeria
3. Includes the Bank for International Settlements. Since December 1992, has inctuded all 6. Excludes the Bank for International Settlements. which 1s included mn **Other Europe.™

parts of the former U.S.S.R. {except Russia), and Bosnia, Croatia, and Slovema.
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3.19 BANKS' OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of dollars, end of period

1996 1597
Type of claim 1994 1995 1996 T
Sept. Oct. Nov. Dec. Jan. Feb. Mar.P
Thotal ... ... ... 601,814 655,211 744,136" 688,239 . .. 744,136
2 Banks’ claims. ... 485432 532,444 600.692° 544.646 563454 374,920 600,692 608,506 634.696 636,355
3 Foreign public borrgwers. . 23416 22,518 22,220 22924 25,185 20,420 22,220 26.039 24758 28,935
4 Own foreign offices™ .. .. 233,015 307.427 342501 311,588 330.377 335,089 342,511 331.276 361.490 360,126
S Unafiitiated foreign banks 110410 101.595 113.52% 109,546 108.701 107,928 113,523 121,203 118.058 118,355
[ Deposits ... 59.368 37,771 33.841" 35.377 36,142 32,420 33,841 39271 38,135 37,298
7 Other. . . 51,042 63.824 79,682 74,169 72,559 75,508 79,682 81,932 79,923 81,057
& All other foreigners . . 68,591 100,904 122,438 100,588 99,191 111,483 122,438 129,988 130,390 128,939
9 Claims of banks™ domestic 116,382 122,767 143,444 143,593 . . 143.444
10 Deposits ........... 64,829 S8.519 77.650 R0.695 . .. 77.650
Il Negotiable and readily transterable
instruments® ... e 36,111 44161 50,659 16491 . . 50.659
12 Ouistanding collections and other
claims . ... o . 15,442 20,087 15,135 16407 ce . 15,135
MEMO
13 Customer liability on acceptances. ... ... . 8427 8410 9,624 9.396 . . 9,624
14 Dollar deposits in banks abroad, reported by
nonbanking husiness enterprises in the
Unifed Stares™ . ..o 32,796 30,717 42,679 34,125 40.326 41.581 42,679 43,452 47,185 37418
1. For banks™ claims, data are monthly: for claims of hanks” domestic customers, data are principaliy of amounts due from the head office or parent foreign bank, and from foreign
for quarter ending with month indicated. branches, agencies, or wholly owned subsidiaries of the head office or parent foreign bank.
Reporting banks include all types of depository insutution as well as some brokers and 3. Assets held hy reporting banks in the accounts of their domestic customers.
dealers. 4 Principally negotiable time certificates of deposit, bankers acceptances, and commercial
2. For US. banks, includes amounts due from own foreign branches and foreign subsidiar- paper.
ies consalidated in quarterly Consohdated Reports of Condition filed with bank reguiatory 5. Includes demand and time depuosits and negotiable and nonnegatiable certiticates of
agencies, For agencies. branches. and mujority-owned subsidiaries of toreign banks. consists deposit denominated sn US. dodlars issued by banks abroad.

320 BANKS’ OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of dollars, end of period

1996
Maturity, by borrower and area’ 1993 1994 1995
Mar. June Sept. Dec.
P Tetal Lo . 202,566 202,282 224,932 233435 228.534 232,997 257,935"
By horrower
2 Maturity of one year or less .. ... ... 172,662 170,411 178,857 193,870 185,831 189,047 200717
X Foreign public borrowers 17.828 15.435 14,995 19,645 14,982 16,003 15.390
4 All other foreigners. ... 154,834 154976 163,862 174225 170899 173,044 196,327
5 Maturity of more than onc year 29,904 31.871 46,075 39,565 42,653 43950 46,218
6 Foreign public borrowers 10,874 7,838 7,522 8,131 8.126 6,922 6815
7 All other forcigners. ... . ... ... 19.030 24.033 38,553 31,434 34527 37028 39,403
By area
57413 56,381 35,622 57,979 §7.138 58,545 55,490
7.727 6,690 6,751 5470 6,806 8811 8,339
60,490 59,583 72,504 84,385 78,622 79.622 103,253
41418 40,567 40,296 40,312 38,078 37,199 38,136"
1.820 1379 1,295 1,326 1,279 1,320 1,316
3.794 5811 2,389 4,398 3,958 3550 5,183
5,310 4.358 4,995 6,835 8,193 7.017 6,963
2,581 3,505 2,751 2.563 3,689 3.531 2.645
14,025 15717 27.681 19416 19,564 21,382 24917
5,606 5.323 7941 8371 9,201 9.808 9.391
1.935 1,583 1421 1,449 1,410 1.349 1.361
447 1,385 1,286 931 596 76l 941
L. Reporting banks inctude all types of depository instituttons as well as some brokers and 2. Maturity 1~ tume remaining until maturity.

deulers. 3. Includes nonmonetary international and regional organizations.
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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
Dec. Mar. June Sept. Dec Mar, June Sept. Dec
FTotal. ..o 344.7 409.5 499.5 545.0 531.9 535.3 5519 574.6 612.8" 645.07
2 G-10 countries and Switzerland ... ... 1313 161.9 191.2 2121 206.5 203.0 206.0 203.4 226.9° 228.1
3 5.6 7.4 7.2 10.4 9.7 1.0 13.6 11.0 114 3 1.7
4 France................ 153 12.0 19.1 19.9 19.9 18.0 194 17.9 18.0 A 16.6
5 9.1 12.6 24.7 312 30.0 275 27.3 315 314 E 298
6 6.5 7.7 11.8 10.6 10.7 2.6 11.5 132 149 S.2 16.0
7 28 47 3.6 35 4.3 45 37 3.0 47 5.9 39
8 23 2.7 2.7 3 a1 2. 27 33 2.7 30 2.
9 Switzerland .. o 4R 59 s 5.7 6.2 6.6 6.7 52 63 6.2 53
10 United Kingdom ..... . 9.7 R4.4 BS% 90.1 87.1 R4 82.4 84.7 101.6 90.5 106
Il Canada........ 6.3 6.9 10.0 10.8 11.3 129 10.3 10.8 122 14.3 14.0
12 Japan . . . . L. 18.8 17.6 20.1 26.7 24.4 26.6 285 227 23.6 21.7 236
13 Other industrialized countries ................ ... ... ... ... 24.0 26.5 45.7 44.4 433 50.5 50.2 61.3 555 62.1 65.7"
14 Austna................. 1.2 7 1.1 9 7 1.2 9 1.3 1.2 1.0 1.1
(5 Denmark. . . 9 1.0 1.3 1.7 L4 1.8 2.6 34 33 1.7 1.5
6 Finland.................... i 4 9 1.1 5 7 8 N .6 6 8
17 Greece ... 3.0 32 4.5 4.9 5.0 51 5.7 5.6 56 6.1 6.7
I8 Norway. .. 1.2 1.7 2.0 2.4 1.8 2.3 32 2.1 23 30 8.0
(9 Portugal .. . 4 8 12 1.0 1.2 1.9 13 1.6 1.6 1.4 9
20 Spain .... B 8.9 9.9 13.6 14.1 13.0 133 11.6 17.5 13.6 16.1 132
21 Turkey ..ot 1.3 2.1 1.6 14 1.4 2.0 19 20 23 2.8 2.7
22 Other Western Europe. . 1.7 32 3.2 2.8 2.9 33 4.7 38 34 48 4.7
23 South Africa......... ... . 1.7 1.1 1.0 1.5 i4 1.3 1.2 7 20 1.7 2.0
24 Australia. ... o 29 23 154 126 143 17.4 16.4 217 19.6 228 24.0°
23S OPECT ... ............ 158 17.6 241 19.5 20.3 227 221 21.2 20.1 19.2 19.7°
26 Ecuador 6 5 5 5 7 7 N 8 9 9 1.1
27 Venezuela 52 5.1 37 35 3s 3.0 2.7 29 2.3 2.3 2.4
28 Indonesi .. 27 3.3 38 40 4.1 4.4 4.8 47 49 54 5.2
29 Middle East countries . 6.2 7.6 15.3 10.8 1.5 13.9 133 12.3 1.5 10.1 10.6’
30 African countres. .. . 1.1 1.2 9 a 6 6 6 .6 N 4 4
31 Non-OPEC developing countries . . . . ...................... 726 832 96.0 98.5 103.7 104.1 112.6 H8.6 126.4 124.1 1301
Latin America
32 Argenuna, .. ........ 6.6 7.7 11.2 114 123 10.9 12.9 127 14.1 15.0 143
3y Brazil ... L . . . 108 12.0 8.4 9.2 10.0 13.6 13.7 18.3 217 17.8 207
M Cle.....o.oL L .. . RN 4.4 4.7 6.1 6.4 7.1 6.4 6.8 64 6.7 6.6 70
35 Colombia . - 138 2.1 2.6 26 26 2.9 29 29 2.8 kN 4.1
36 Mexico. .. 16.0 17.9 18.4 17.9 17.6 163 17.3 16.1 154 16.1 16.2
37 Peru... 5 4 5 .6 .8 7 .8 9 1.2 1.3 1.6
IR Other ... 2.6 3.1 2.1 2.4 2.6 26 28 3.1 3.0 30 33
Asia
China
39 Mainland 7 2.0 1.1 1.1 1.4 1.7 1.8 33 29 2.6 2.5
40 Taiwan 5.2 73 9.2 8.5 9.0 9.0 94 97 9.8 10.3 10.2
41 India..... 32 3.2 4.2 38 4.0 44 44 4.7 4.2 38 43
42 srael ... 4 5 4 .6 7 5 5 5 6 5 S
43 Korea (South) 6.6 6.7 16.2 16.9 1R.7 18.0 19.1 193 21.7 219 21.5
44 Malaysia 31 44 3l 39 4.1 43 4.4 52 53 5.5 59
45 Philippines . 3.6 3.1 33 3.0 3.6 33 4.1 39 47 5.4 58
46 Thailand .. ... ... 22 33 2) 33 38 39 49 52 54 48 57
47  Other Asia . . . 31 31 4.7 49 3.5 37 45 43 4.8 4.1 4.1
Africa
I8 ERYPl« e e 2 4 3 4 4 4 4 s 5 6 7
49 Moracco S 6 7 6 6 9 9 7 7 8 7 7
50 Zaire.. ... B .0 0 0 0 0 0 0 0 0 0 A
ST Other Africa®. . ....oovt 1.0 8 8 7 6 8 9 8 8 (R 9
S2 Eastern Europe. .. ..o ER] 32 2.7 23 1.8 34 4.2 6.2 50 5.2 6.7
S3 Russia...... 1.9 16 8 T 4 .6 1.0 14 1.0 1.8 37
54 Yugoslavia’ 6 .6 5 4 3 4 3 3 3 3 2
S5 Other oo 6 9 1.4 1.2 1.0 2.3 2.8 45 37 3.1 28
56 Offshore banking centers 58.1 735 72.9 85.7 83.8 87.5 99.2 101.3 106.2 105.3 134.9°
57  Bahamas 69 10.9 10.2 12.5 8.4 12.6 1.0 139 17.3 14.2 20.3
58  Bermuda B 6.2 8.9 8.4 8.7 8.4 6.1 6.3 53 4.1 4.0 4.5
59 Cayman Islands and other British West Indies .. . .... 215 18.4 214 20.7 253 25.1 324 28.8 26.1 320 37.27
60 Netherlands Antilles . ........... ... . . . 1.1 26 1.3 5 2.4 53 9.9 10.7 13.0 11.5 259
6] Panamab. . .. .. .., 1.9 24 1.3 1.1 1.2 1.3 14 16 1.7 1.7 2.0
62 Lebanon 1 1 .1 B .1 .1 A 1 A 1 .1
63 Hong Kong 139 18.8 20.0 225 23.1 237 25.0 25.3 27.8 26.2 28.1°
64 Singapore . . e S 6.5 11.2 10.1 15.2 14.8 133 13.1 15.4 159 15.4 16.7
65 Other’.... ... .. ... 0L i .0 .1 B .0 0 .1 Nt B 1 Bl 1
66 Miscellaneous and unallocatedS .. ... ... ... .. ... . . ... 397 43.6 66.7 8213 723 63.9 57.3 62.2 723 49.6 59.3
| The bunking offices covered by these data include U.S. offices and foreign branches of 2. Organization of Petroieum Exporting Countries, shown individually: other members of
U.S. banks, wcluding U.S. banks that are subsidiaries of foreign banks Offices not covered OPEC (Algeria, Gabon, Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United
mnclude U.S. agencies and branches of foreign banks. Beginning March 1994, the data include Arab Emirates); and Bahrain and Oman (not formally members of OPEC).
targe foreign subsidiaries of U.S. banks. The data also include other types of U.S. depository 3. Excludes Liberia Beginning March 1994 includes Namibia.

wstitutions as well as some types of brokers and dealers. To eliminate duplication, the data 4. As of December 1992, excludes other republics of the former Soviet Union.
are adjusted to exclude the claims on foreign branches held by a U.S. office or another foreign 5. As of December 1992, excludes Croatia, Bosnia and Hercegovinia, and Slavenia.
branch of the same banking institution. 6. Includes Canal Zone.
These data are on a gross claims basis and do not necessarily reflect the ultimate country 7. Foreign branch claims only.
risk or exposure of U.S. banks. More complete data on the country risk exposure of U.S. banks 8. Includes New Zealand, Liberia, and international and regional organizations.
are available in the quarterly Country Exposure Lending Survey published by the Federal
Fiancial Institutions Examination Council.
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LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in

the United States

Millions of dollars, end of period

1995 1996
Type of liability. and area or country 1993 1994 1995
Sept. Dec. Mar. June Sept. Dec.P
T Total ... 50,597 54,309 46,448 47,673 46,448 49,907 48,990 51,105 53,658
2 Payable indollars ............. ... ... 38,728 38,298 33903 33,908 33,903 36,273 35385 36,402 38,372
3 Payable in foreign currencies  .......... 11.869 16,011 12,545 13,765 12,545 13.634 13.605 14.703 15,286
By nvpe
4 Financial habilities . ......... . ... oo oL 29,226 32,954 24.241 26,237 24.241 26,570 24 844 25.107 25,568
S Payable in doftars ... .. .. 18,545 1§ K8 12903 12872 12.903 13831 12.212 11,256 11,162
6 Payable in foreign currencies ..o o oL 10,681 14.136 11,338 12.365 11.338 12734 12.632 13,851 14,406
7 Commercial habidines ... . . ... 21.371 2) 358 22.207 21,436 22207 23337 24.146 25,998 28,090
8 Trade pdyAhlcs ,,,,, 8.802 10,008 11.013 10,061 11.013 10818 11,081 11,605 12519
9 Advance receipts and olhcx Il.nmhllu .......... 12.569 11,350 11,193 11,375 11,194 12,522 13.065 14,393 15571
10 Payable indollars ................. . . . .. ...l 20,183 19,450 21.000 20,036 21.000 22,442 23,173 25,146 27.210
11 Payable in foreign currencies ... . . ... 1,188 1,875 1.207 1,400 1.207 895 Y73 852 880
BV\' ared or ('ULHI[I‘V\‘
Financial liabilities
120 Burope ............o. i 18.810 21.703 15,622 16.401 15622 16.950 16.434 16,054 16,200
13 Belgium and Luxemboul 175 495 369 347 369 483 498 547 632
14 France ........... 2539 1,727 999 1.365 999 1.679 1.011 1,220 1,091
15 Germany . ......... 975 1,964 1,974 1,670 1,974 2160 1.850 2,276 1,834
16 Netherlands ..., ... 534 552 466 474 466 479 444 519 556
17 Switzerland . . 634 688 895 948 895 1,260 1,156 830 699
18 United Kingdom 13332 15.543 10,138 10,518 10,138 10,246 10,790 982t 10,202
19 Canada ... e K59 629 632 797 632 1.166 951 881 1,353
20 Latin America and Cartbbean ... . ... ... ..., 3,359 2034 1,783 L9004 1.783 1,876 969 LoIR 1,299
21 Bahamas ........ 1.148 101 59 79 59 78 M 50 46
22 Bermuda 0 80 147 144 147 126 28 25 50
23 Brazi o . 18 207 57 11 57 57 K 9 14
24 Bnitish West Indle\ . 1,533 voxR 866 930 866 946 826 764 1030
25 Mexico ... L 17 0 12 3 12 16 11 4 9
26 5 N 2 3 2 2 1 0 0
27 5,956 8.403 5.0%8 6.947 5.988 6,390 6.351 6.927 6,354
28 4.887 7.314 5436 6,308 5436 5.980 6.051 6,602 5.846
29 23 35 27 25 27 26 2 25 25
30 Africa e e e 133 135 150 149 150 131 72 132 22
31 Oil-cxporting countries™ 123 123 122 122 122 122 61 121 0
320 Alather’ L 109 50 66 39 66 57 67 95 340
Commercial liabilities

33 Europe .................. 6,827 6.773 7,700 7.263 7.700 8425 7916 3,654 9,584
34 Belgium and Luxembourg 23y 241 331 349 331 370 126 427 479
33 France 655 728 481 528 481 648 678 657 679
36 Germany 684 604 7607 Gol 767 867 839 959 972
37 Netherlands . . 6388 722 SO0 Jo6 500 639 617 68 736
3% Swuzerland ........ ..... 375 327 413 255 413 428 516 409 571
39 United Kingdom . ... ... 2.039 2,444 3568 1351 3.568 3.525 3.266 3,664 +4.293
40 Canada ... .. 879 1.037 1.040 1.219 1,040 w59 HHR 1.094 1.001
41 Latn America and Caribbean ... .......  ....... 1,658 1.857 1,740 1.607 1.740 2.110 2.301 2306 2.440
42 Bahamas ............ ... . . Ll 214 19 1 1 1 28 35 33 46
43 Bermuda 350 345 208 219 208 570 509 358 296
H Brazil 214 161 98 143 98 128 119 159 162
EN British West Indies . 27 23 56 5 36 10 10 15 14
46 Mexico ... ... 481 574 416 357 416 468 475 441 639
47 Venezuela ............... . ... ..., 123 276 22 175 22] 243 283 332 3R
48 Asia L. 10.980 10,741 10,421 10,275 10.421 10474 11.389 12.229 13.199
49 Japan 4314 4.555 3.315 3475 3315 3,725 3,943 4,150 4,551
50 Middle E"Nem oil-exporting countries' 1.534 1,576 1,912 1,647 1.912 1,747 1,784 1.951 2,165
51 Affica ..o 453 428 619 589 619 708 924 1.013 1,027

52 Oil-exporting countries™ .......... . . ...l 167 256 254 241 254 254 462 490 53
330 Other. .o e 574 519 687 183 687 661 618 702 839

1. Comprises Bahrain, Iran. Traq. Kuwait, Oman. Qatar. Saudi Arabia, and United Arab 2. Compnises Algeria. Gabon, Libya, and Nigena.

Emirates (Trucial States)

3 Includes nanmonetary international and regional orgamzations
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in
the United States
Millions of dollars, end of period
1995 1996
Type of claim, and area or country 1993 1994 1995
Sept. Dec. Mar. June Sept. Dec.?
1 Total . L 49,159 57,888 52,509 53,424 52,509 55,406 58,845 57,230 61,432
2 Payable mdofars Lo oo oL 45.161 53.805 48711 49,696 4K.711 51,007 54,000 52,555 56.908
3 Payable in foreign currencies 2998 4,083 3.79% 3728 279K 4,399 4.845 4675 4,524
By tvpe
4 Fmancial clasms . ...oo 000 0 L 27,771 33.897 27.398 29.891 27 .39% 30,772 33,994 32.857 33.647
5 Deposits ..., 15,717 18,507 15,133 17.974 13,132 17.595 18,364 18,941 20.223
6 Payable i dollars ... ... 15.(82 18.026 14.654 17.393 14.654 17.044 17.926 18.317 19.533
7 Payable in foreign currencics 535 481 479 581 479 551 438 624 690
8 Other financial claims ... .. 12,054 15.390 12,265 L1917 12.265 13.177 15,630 13916 13.424
9 Payable mn dollars ... ... 10.862 14.306 10976 10,689 10976 11,290 13.233 11.827 11.629
10 Payablc in foreign currencies . .. 1.192 1,084 1.289 1.22% 1,289 1.887 2397 2.089 1,795
11 Commercial claims . ....... . . . ..o 21,388 23.99t 25111 23533 25111 24,634 24 R51 24373
12 Trade recenvables . ... L 18,425 200358 22,998 21,409 21998 22,123 22276 22010
13 Advance payments and other claims .. . ... L 2.963 2.833 203 2.124 203 2,511 2575 2363
14 Payable indollars ... ... ... 19.4(7 20473 23,081 21.614 23,081 22,673 22.841 22411
15 Payable in foreign currencies  ............ ... .. 2271 2518 2.030 1,919 2,030 1.961 2,010 1.962
By area or country
Financial claims
16 Europe . ..., 7.299 7936 7.609 7.840 7.609 8,929 9.24) 8500 7.736
17 Belgivm and Luxembourg 134 86 193 160 193 159 151 126 185
18 France ....... ...... 826 800 802 753 8]03 1.015 679 733 654
19 Germany . . 526 540 436 am 436 320 206 272 276
20 Netherlands 502 429 517 522 S17 486 488 520 493
21 Switzerland . ... 530 523 498 530 498 470 461 431 473
22 United Kingdom ............ 1585 4,649 4303 4,924 4.303 5.568 6,169 5333 3.600
23 Canada ...l 2032 3,581 2.851 3.526 2.851 5,269 4773 4502 3445
24 Latin America and Caribbean 16.224 19.536 14,500 15,345 14,500 13,827 17,644 17,184 19.5M
25 Babamas ...l 1.336 2424 1.965 1,552 1,965 1.538 2,168 1746 1452
26 Bermuda 125 27 81 35 81 77 84 13 140
27 Brazil . ... .. 654 520 830 851 K30 1.019 1.242 1417 1.453
28 British West Indies | 12,699 15,228 10,393 11816 10.393 10,100 13.024 12809 15,182
29 Mexwu 872 722 554 487 554 461 192 411 458
30 Venesuela lol 35 32 50 32 40 23 17 23
I Asia 1.657 1.871 1.579 2.160 1579 1.890 1,571 1826 2215
32 Japan ... 892 953 K71 1.304 871 1,171 852 1,001 1,033
a3 Middle Eastern oil-ex 3 141 3 4 3 13 9 13 22
34 Africa 99 n 276 188 276 277 197 176 173
s Oitl-cxporting countties™ .. ... . ... e 1 0 3 6 Al 5 5 13 14
3 Allather’ ... L J60 600 583 832 583 580 568 669 569
Commercial clams
37 Burope . ool i e 9.105 9.540 9824 8,862 9.524 9776 9812 9,162 10,208
38 Belgwm and Luxembourg 184 213 24 224 23 247 239 213 221
39 France 1.947 LRR1 1830 1,706 1830 1.803 1,65% 1.525 1.641
40 Germany 1018 17 1070 997 1,070 1410 1,335 1.239 1,301
41 Netherlands .. 423 31l 452 338 452 442 481 420 539
42 Switzerland ... ... 432 557 520 438 520 579 602 388 620)
43 United Kingdom .. 2.377 2536 2.656 2.479 2,656 2,607 2651 2514 2.907
44 Canada ... L0 L L 1.781 1,988 1951 1,971 1.951 2,045 2,073 2032 2,147
45 Laun America and Caribbean .. ...... . ... ... ..., 3274 4,117 1,364 4,359 4,364 4,151 4,340 4,156 4985
46 Bahamas . ..., R (1 9 30 26 30 30 28 14 35
47 Bermuda 182 234 272 245 272 273 264 290 264
48 Brazil ......... 460 612 898 745 298 809 837 857 L.160
49 British West Indies . 71 83 79 66 79 106 103 119 190
50 Mexico .......... 1,243 993 1.026 993 K70 1,021 901 1,094
51 348 285 325 285 308 313 302 341
52 6,982 7312 6,826 7312 7.100 6.KR2 7.216 8.364
53 2.655 1.870 1.998 1.870 2,010 1.877 1.91% 2,065
54 708 974 775 974 1.024 K79 3 AN
S5 Africa Lo 493 454 654 544 654 667 688 716 719
56  Oil-exporting countries™ . ....... . . ... 72 67 87 74 87 107 83 142 165
57 Other'. .. o e 721 910 1,006 971 1.006 LA 1.054 L1091 1362

1. Comprises Bahrain, Iran. Iraq. Kuwal, Oman, Qatar, Saudi Arabia. and United Arab

Emirates (Trucial States).

2. Comprises Algeria, Gabon. Libya. and Nigena.
3 Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES
Millions of dollars

1997 1996 1997
Transaction, and area or country 1995 1996
Jan.— n
Mar. Sept. Oct. Nov. Dec. Jan. Feb. Mar!
U.S. corporate securities
STOCKS
I Foreign purchases 462,950 623,760 214,514 42,599 57,758 65,571 57,051 73,003 73,052 68,459
2 Foreignsales ................ ... ... .. ... 451,710 610,332 207,489 42,550 56,751 63,436 56.629 70,132 69,198 68,159
3 Net purchases, or sales (=) ........... ........... 11,240 13,428 7,025 49 1,007 2,135 422 2,871 3,854 300
4 Foreign countries ...... ......... . ... . ... 11,445 13,502 7,018 75 1,013 2,138 451 2,872 3,854 292
5 Europe ... 4,912 6,546 10,832 200 447 270 -229 3,238 5,478 2,116
6  France .. ~1,099 —2,354 650 -109 ~219 —248 —1,064 532 427 -309
7 Germany .. -1.837 1,104 2744 -85 116 -5 —18 959 1,086 699
8  Netherlands .. 3,507 1,389 366 —13 —132 163 =160 322 —334 378
9 Switzerland . ... -2.283 2710 1,366 —123 144 686 -470 289 779 298
10 United Kingdom . 8.066 4,119 3,283 475 909 658 1,487 -167 2,950 500
1t Canada  ................. .. . -1.517 2,221 1,104 191 742 704 -9 422 308 374
12 Latin America and Caribbean 5.814 5,563 338 252 —653 964 904 1,364 406 -1,432
13 Middle East’ .......... ... . —337 | —1,598 33 -153 15 -53 -7 -1 25 9
14 Other Asia . 2.503 906 —5,616 -575 511 267 -232 —2,175 —2,548 —893
15 Japan ~2.725 -372 —2,311 104 313 =579 —343 —1,559 -500 —252
16 Africa R e . 2 -81 146 -6 5 —23 10 -8 38 96
17 Other countries ... . .. ......... ... ... . . ... 68 -55 181 166 -54 9 -176 32 127 22
18 Nonmonetary international and
regional organizations ..... .. ... ... .. .. ... -205 -74 7 —26 -6 -3 -29 -1 0 8
BONDS’
19 Foreign purchases .... . ............c0 o oooon.. 293,533 421,474 140,573 37.424 40,668 46,440 48,955 47,980 43,638
20 Foreignsales ...... . ... ool 206,951 294,536 Ly 23,858 30.277 34,235 36.603 36,424 38090
21 Net purchases, or sales (=) ....................... 86,582 126,938 29,456 13,566 10,391 12,205 12,352 11,556 5,548
22 Foreign countries ............................... 87.036 126,767 29,433 13,568 10,406 12,215 10,229 12,356 11,543 5,534
23 BUIOPE - ..ot 70.318 74,997 20,524 8.367 6,279 5578 4.770 6,620 9,183 4,721
24 France ... ool . 1,143 5,474 516 565 713 72 252 73 103 340
25 Gemyany ..... ....... . .. - - 5938 5.164 401 331 -260 237 -27 -274 184 491
26  Netherlands . . PR . . 1,463 2,440 567 244 93 533 148 337 125 105
27 Switzerland 494 882 —149 403 59 —132 -30 -58 —189 98
28  United Kingdom . 57.591 54,644 18,331 6.248 5316 4232 4,498 6,443 8,988 2,900
29 Canada  .............. ... 2.569 4,197 1.824 122 181 402 391 379 1,055 390
30 Latin America and Caribbean . 6.141 22,901 134 1144 2,954 2.201 2,940 3,189 —623 -2432
31 Middle East' 1.869 1,637 1,651 65 210 513 412 480 691 480
32 Other Asia 5.659 22,765 4.690 3.681 787 3384 1,644 1.661 818 2211
33 Japan ... N N .. 2,250 13,694 2,978 1.963 1,037 2,245 1,395 1.597 122 1,259
34 Africa ..... BN R . 234 600 379 109 45 132 79 89 243 47
35 Other countries 246 —330 231 80 =51 5 =7 -62 176 117
36 Nonmonetary international and
regional organizations ............ ..... ..., —454 17 23 -2 —15 —~10 0 —4 13 14
Foreign securities
37 Stocks, net purchases, orsales (—) .................. —50.291 —58,606 | —11,822 —1.825 —-2,473 -2,161 —5,902 -3,643 —4,353 —3,826
38  Foreign purchases ............. . 345,540 456,826 145,006 31,227 40,185 46,838 41,850 47,084" 50,139 47,783
39 Foreignsales ....... . ... ...l 395,831 515,432 156,828 33,052 42,658 48,999 47,752 50,727 54,492 51,609
40 Bonds, net purchases, or sales (=) —48405 | -48,793 | -4331 -5419 ~5,948 -2.973 -10947 -710 - 1,481 —2,140
41 Foreign purchases . ....... .. .. - 889,541 1,118.678 351,520 113,089 117.032 104,662 95,095 109.567" 110,510 131,443
42 ForeignsaleS ...... ..ol 937,946 | 1,167.471 355.851 118,508 122,980 107,635 110,042 110,277 111,991 133,583
43 Net purchases, or sales (—). of stocks and bonds ... | —98,696 | —107,399 | —16,153 ~7,244 —8,421 —5,134 —16,849 —4,353" —5,834 —5,966
44 Foreign countries ........................0o0un. —97,891 | —106.528 | —16,349 —6.718 —8,443 —5,166 —16,838 —4,401° —-5916 —6,032
45 Europe .. .. R . .| —48.125 —57,432 -3.544 —-5.518 —-6.318 —-3174 - 10,740 741" -2,030 —2,255
46 Canada . . ....... ... .. -7.812 -6,279 2,296 210 —642 —667 -2,269 526" 1,880 -110
47 Latin America and Caribbean . .. -7.634 —9,503 —7.045 -2.264 886 3,571 -2,020 —2,264" —3,297 —1484
48 Asia . ... S| —34,056 =27,745 —6,630 902 =796 —4,135 -773 -2.829 —2,284 -1,517
49 Japan . .. | —25,072 —5,888 ~3.275 2,457 696 —633 2,218 —332 —2,269 —674
50 Africa . . . —327 —1,529 -47 -49 —468 —115 36 34 -7 -74
51 Other countries ......... . ... ....ii ciiiiaa, 63 —4,040 -1,379 1 -1,105 —646 —1.072 —609° —178 —592
52 Nonmonetary international and
regional organizations .. ......... ... .. ... ..... —805 —871 196 -526 22 32 -1 48 82 66
1. Comprises oil-exporting countries as follows: Bahrain, Iran, Iraq, Kuwait. Oman, Qatar, 2. Includes state and local government sccurities and securities of U.S. government
Saudi Arabia, and United Arab Emirates (Trucial States). agencies and corporations. Also includes issues of new debt securities sold abroad by U.S.

corporations organized to finance direct investments abroad.
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325 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions'

Millions of dollars: net purchases. or sales (—) during period

1997 1996 1997
Area or country 1995 1696
J:?d; Sept. Oct. Nov. Dec. Jan. Feb. Mar?
| Total estimated ................ ........... e 134,115 | 244,725 68,418 14,738 | 24,321 21,283 | 47,662 22,225 25,556 20,637
2 Foreign countries ... .. . .. ... [ L 133,676 | 246,567 68,236 14,893 23,784 22475 46,519 22,691 24,648 20.947
3 OEWrope ... L e 49,976 | 118345 27455 13,104 12,992 9312 14,778 4410 11.364 11,681
4 Belgium and’ Luxembuourg 591 1.486 764 489 --320 335 370 38 659 67
N Germany . . 6.136 17,647 | —3.,994 —-264 2813 3,024 1.499 556 | -1.227 --3.323
6 Netherlands ... ... .. NN e 1.891 —-582 218 16 —423 676 855 -671 546 343
7 Sweden . ... 358 2343 | —1.182 431 169 =52 26 —255 -246 -~581
R Switzerland . -472 327 -205 718 —599 -207 =517 241 992 —1.438
Y Uniled Kingdom 34,754 65381 23,245 7977 JURBI 801 7.263 2914 7.828 12.503
10 Other Eurape and former U.S R 6.718 31743 8.609 3.637 1.231 4.735 5,280 1.587 2912 4,110
I Canada 252 2.389 342 —215 | —1.744 -23 780 667 -96 -229
12 Latin America and Caribbean .. ... ... . ... Lo 48,609 25379 6443 | —19,359 1479 12,745 15.228 10.243 ~-5I5 - 3285
13 Venezuela ... ... .. —69 66 —45 —29 —68 212 -3 59 10
14 Other Latin Americ 13,026 12,109 —1.547 926 2715 5.292 6,401 1834 3814
15 Netherlands Amllks S R A . 2 12,422 —=5732 ) —17.967 582 10,098 9,724 3785 - 2308 =79
L6 Asia ....... . e 32. 98.001 35.349 20,713 9,889 1,337 16.744 8.540 12,451
17 Japan 41,390 12,855 4.875 6.629 1,219 7.593 4.264 2,063
1% Africa . . S . 1.085 64 30 -13 -12 -2 29 ~22
19 Other ... 1,368 | ~1367 622 1,181 —-884 551 =119 351
20 Nonmonetary internationat and regmndl orgamzdllon\ e 439 -1.842 132 - 157 537 -1.192 1,143 - 466 VUK - 30
21 Isternatonal ..o 0 Lo R 9 —1.390 —338 ~52 338 —1.136 773 -84 s30 -84
22 Latin American regional . . ... L. 261 ~779 441 ~90 -4 -2 232 =1 362 st}
MEMO
23 Foreign COUNtIies .. ...ttt 133,676 | 246,567 68,286 14.895 23,784 22,475 46,519 22.691 24048 20,947
24 Official institutions . N . . 29,631 86,875 24,878 17,188 4,838 3840 13,662 8022 10,043 6.%13
25  Otherforeign ......... ... .. ... . ... 94.045 | 159,692 43,408 -2.293 18.946 18.635 32857 14.669 14,6035 14,134
Oil-cxporting couniries
26 Middle East® . o i o e 3075 10,227 6,297 4969 | —-1.376 332 2279 1.242 2519 2536
27 AFTCRS o 2 L -1 1 0 0 0 QO ! ]
i. Official and private transactions in marketable US. Treasury securites having an 2. Comprises Bahrain, Iran, Iraq. Kuwait, Oman, Qatar. Saudi Arabia, and United Arab
original maturity of more than one year. Data are based on monthly transachons reports. Emirates (Trucial States).
Excludes nonmarketable U.S. Treasury bonds and notes held by official instilutions of foreign 3. Comprises Algeria. Gabon. Libya. and Nigeria.
courtries
326 DISCOUNT RATES OF FOREIGN CENTRAL BANKS'
Percent per year. averages of daily figures
Rate on May 31, (997 Rate on Muy 3, 1997
Country Country
. Month N Month
Percent cffoctive Percent effective
Austria. .. ... Apr 1996 Germany . ... 2.5 Apr. 1996
Belgium Apr. 1995 Italy . . 6.75 Jan. 1997
Cunada. . . Nav, 1996 Japan . .. S Sept. 1995
Dennmrk Nov. 1996 Netherlands . 2.3 Apr. 1996
France” Jan. 1997 Switzerland 1.0 Sepi. 1996
1. Rates shown are mamly those al which the central bank either discounts or makes 2. Since February 1981, the rate has been that at which the Bank of France discoums
advances against ehgible commercial paper or government securities for commercial banks or Treasury buls for seven to ten days
brokers. For couniries with more than one rate applicable to such discounts or advances, the
rate shown is the one at which it is understood that the central bank transacts the largest
proportion of its credit operations.
3.27 FOREIGN SHORT-TERM INTEREST RATES'
Percent per year, averages of daily figures
1996 1997
Type or country 1994 1995 1996
Nov. Dec. Jan. Feb. Mar. Apr. May
I Eurodollars. ... ... 4.63 5.93 5.38 5.38 543 5.44 5.36 5.50 370 5.69
2 United Kingdom 5.45 6.63 5.95 6.27 6.3] 6.28 6.16 617 6.35 6.41
3 Canada..... . 5.57 7.14 4.49 305 316 318 3.16 325 349 3.36
4 Germany. ... .. 525 443 321 309 313 303 3.08 316 A4 1.09
5 Switzerland 4.03 294 1.92 1.80 1.99 1.72 Lot 1.77 1.76 1.52
6 Netherlands . .. . ... ... 5.09 4.30 2.0% 292 299 294 295 32 345 315
7F 5.72 6.43 3.81 335 333 323 322 326 328 337
N §.45 10.43 8.79 740 7.22 721 7.33 7.40 7.09 6.2
v 5.65 4.73 3.9 303 0 3.00 310 3.40 322 322
10 Japan ... Lo 224 .20 58 51 51 .53 .54 .55 S8 58

[. Rutes are for three-month interbank [vans, with the following exceptions: Canada,
finance company paper: Belgium. three-month Treasury bills. and Japan, CD rate.
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3.28 FOREIGN EXCHANGE RATES'

Currency units per dollar except as noted

[
1996 1997
Country/eusrency umi 1994 1995 1996
Dec Jan Feb, Mar. Apr. May
1 Australuydollar? ... ... ... 73.161 74.073 78.283 79.661 77.756 76.768 78.747 77.868 77.510
2 Austria/schilling . ... 11.409 10.076 10.589 10923 11.289 11.785 11.932 12.050 t1.998
3 Belgium/franc .. 31426 29.472 30.970 31.992 33.087 34.556 34.961 35.328 35.188
4 Canada/dollar . ... ... 1.3664 1.3725 1.3638 1.3622 1.3494 1.3556 1.3725 1.3942 3.3804
S China. PR/yuan ... .. . 8.6397 8.3700 8.3389 8.3250 8.3260 8.3227 8.3258 8.3257 R.3229
6 Deamark/krone ... ... .. 63501 5.5999 5.8003 5.0428 6.1199 6.3867 6.4628 6.5226 6.4926
7 Finland/markka el . 5.2340 4.3763 4.5948 4.6388 4.7766 49792 5.0632 5.1375 5.1444
8 Franceflranc. .. .......... ... ... 5.5459 4.9864 5.1158 5.2427 5.4145 5.6536 5.7154 5.7672 5.7482
9 Germany/deutsche mark .. .......... .. . 1.6216 14321 1.5049 1.5525 1.6047 1.6747 1.6946 1.7119 1.7048
10 Greece/drachma. ... ... e e .| 24250 23168 240.82 24570 251.54 262.42 266.86 270.58 27195
11 Hong Kong/dollar.. . . ... .......... 7.7290 7.7357 7.7345 7.7355 7.7397 77474 7.7460 7.7483 7.7431
12 India/rupec. . ... 31.394 32.418 35.506 35882 35904 35.801 35.885 35.828 35.825
13 Irefand/pound=. ... ... 149.69 160.35 139.95 165.93 163.11 158.60 156.57 155.05 151.11
14 Raly/lira. .. 1,611.49 1.629.45 1,542.76 1,528.44 1,567.91 1,655.00 1.691.24 1,694.52 1,684.33
15 Japanfyen. . . 102.18 93.96 108.78 113.98 117.91 122.96 12277 125.64 119.19
16 Malaysw/ringgit .. .. 2.6237 2.5073 25154 2.5251 2.4900 2.4866 24773 2.5028 2.5070
17 Netherlands/euitder 1.8190 1.6044 1.6%63 1.7420 1.8023 1.8812 1.9071 1.9256 19173
18 New Zealand/dobtar 59.358 65.625 68.765 70.501 70.083% 69.084 69.789 69.220 69.097
1 > 7.0553 6.3355 6.4594 64710 6.4589 6.6323 6.7915 £.9932 7.07697
165.93 149.88 154.28 156.54 160.53 168.24 170.35 171.77 171.72
21 Smgapore/dollar ..o Lo oL 1.5275 1.4171 1.4100 1.3999 1.4061 1.4193 1.4378 1.4417 1.4368
22 South Atricajrand . ... Lo L 3.5526 3.6284 +.3011 4.6873 4.6402 4.4557 4.4319 4.4417 4.4608
23 South Kare/won . 06,93 772.69 805.00 84192 854.07 868.39 882.62 8§95.57 894.67
24 Spain/peseta. 133.88 124.64 126.68 130.69 134.79 141.85 143.72 144.48 143.93
25 Sri Lanka/mipee 49470 51.047 55.289 56.730 57.278 57.772 $7.873 58.826 58.862
26 Sweden/hrona . 7.7161 7.1406 6.7082 6.82823 7.0692 7.4069 7.6502 7.6942 7.6856
27 Switzerland/tranc 1.3667 11812 1.2361 1.3290 1.3913 1.4541 1.4634 1.4618 1.4331
28 Taiwan/dollar. . .. 26.465 26.495 27.468 27516 27.477 27.554 27.551 27.629 27.791
29 Thailand/baht . . . 25.161 24.92) 25.359 25.600 25.726 25957 25.959 26.064 25.751
30 United Kingdom/pound®. . ............. 153.19 157.85 156.07 166.39 165.85 162.56 160.96 16293 163 22
MEMO .
31 Umted Statev/dolfar .. .. e S 91.32 84.25 X734 88.71 91.01 94.52 55.60 96.39 v5.29
1. Averages of certified noon buying rates in New York for cable transters. Data in this 3. Index of weighted-average exchange value of U.S. dollar against the currencies of ten
table also appear 1n the Board's .S (403) monthly statistical release. For ordering address, industrial countries. The weight for cach of the ten countries is the 1972-76 average world
see inside {ront cover. trade of that country divided by the average world trade of all ten countries combined. Series

2. Value in ULS. cents. revised as of August 1978 (sce Federal Reserve Bulletin, vol. 64 {August 1978), p. 700).
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Guide to Statistical Releases and Special Tables

STATISTICAL RELEASES—List Published Semiannually, with Latest Bulletin Reference

Issue
Anticipated schedule of release dates for periodic releases ....................c June 1997
SPECIAL TABLES—Data Published Irregularly, with Latest Bulletin Reference
Tirle and Date Issue
Assets and liabilities of commercial banks
MaATC BT, 1000 ... ittt ettt e e e e e aae November 1996
JUNE B0, 1006 .ttt e e et ettt e i aaae November 1996
September 30, 1996 ... o February 1997
December 31, 1996 ... May 1997
Terms of lending at commercial banks
MY 1900 e e e August 1996
AUBUSE 1990 . e November 1996
N OVEIMDET 1006 ... e e s February 1997
February 1907 ..o May 1997
Assets and liabilities of US. branches and agencies of foreign banks
March 31, 1906 ..o s September 1996
JUNE 30, 1006 ittt e e e e et ettt November 1996
September 30, 1996 ... i February 1997
December 31, 1996 ... . i e May 1997
Pro forma balance sheet and income statements for priced service operations
March 31, 1906 .. e e July 1996
JUNE 30, 1006 ..o e e e s October 1996
September 30, 1996 ... i e January 1997
March 31, 1097 .. e July 1997
Assets and liabilities of life insurance companies
JUNE B0, 100 L. s December 1991
September 30, 1991 ... May 1992
December 31, 1901 ..o s August 1992
September 30, 1992 ..ot e March 1993

Residential lending reported under the Home Mortgage Disclosure Act
P September 1995
{1 O O PN September 1996

Page
AT2

Page

A96
A100
Ab4
Ab4

Abd
A104
A68
A6§

A64
A108
AT2
AT2

Ab4
Ab4
A64
Ab4

A79
A8l
A83
ATl

A68
A68
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431 PRO FORMA FINANCIAL STATEMENTS FOR FEDERAL RESERVE PRICED SERVICES

A. Pro forma balance sheet

Milhons of dollars

Item

Mar. 31, 1997

Mar. 31, 1996

Short-term assets (Note 1)
Imputed reserve requirement on clearing balances . ....... ... ... ... ..o
[nvestment in marketable sccurities .

Receivables .........
Materials and supplies. . .
Prepaid expenses .. ..... . . . ..
Items in process of collection. . ... . ... . i

Total ShOFE-termM @SSets. . ...t L vt iiit s it

Long-term assets (Note 2)
Premises. . .. ...
Furniture and equipment
Leases and leasehold improvements. . . .
Prepaid pension costs ....... ... e

Total IoNZ-1EIM ASSELS . . ..ttt ettt e e

Total assels . ...

Short-term habilities
Clearing balances and balances arising from early credit

of uncollected items . ........ . ... . L
Deferred-availability items
Short-term debt . .......... ... ... ...

Total short-term liabilities. ... ........ .. ... ... .. .. ..

Long-term liahilities
Obligations under capital leases . ........ ............ ... ... o
Longterm debt ...................... .

Postretirement/postemployment benefits obligation

672.9
6.056.1
63.5

454
27719

3839
137.3

35.2
303.0

7,036.9
2,470.0
113.9

188.2
1817

9.620.8

859.4

10,480.2

9,620.8

370.6

99914
488.8

10.480.2

557.2
5.014.8
63.1
10.6
39.8
1,827.4

365.3
146.6

21.5
2543

5.630.3
1,769.1
113.5

2.3
1763
179.7

7.512.9

75129

358.3

7.871.2
429.4

8,300.6

NoOTE. Components may not sum 10 totals becanse of rounding. The priced services

financial stalements consist of these tables and the accompanying notes.

B. Pro forma income statement

Millions of dollars

Ttem

Quarter ending Mar. 31, 1997

Quarter ending Mar. 31,

1996

Revenue from services provided to depository institutions (Note 4) ...
Operating expenses (Note 5)................. . ... 0 ..

Income from operations ............... e e e e
Imputed costs (Note 6)
Interest on float
Interest on debt
Sales taxes .. .. .. PRI
FDIC insurance .. ....... [

Income from operations after imputed costs

Other income and expenses (Note 7)
{nvestment income on clearing balances .........
Earnings credits .. ............. Ll

Income before income taxes . ..
Imputed income taxes (Note 8)

Income before cumulative effect of a change in accounting principle . ............

Cumulative effect on previous years from retroactive application of accrual
method of accounting for postemployment benefits
(net of $6.5 million 18X} .. ... ... e

Net income

MEMO
Targeted vetusn on equity (Note 9Y. ... ... ... ...

I
PRSP

193.0
163.3

29.7

10.1

28.0
9.0

19.0

oS
~ L2 ~)

|-

o~
=
Py

194.1
161.1

330

178
152

o=
PN

149

10.3

NOTE. Components may not sum 10 lotals because of rounding. The priced services

financial statements consist of these tables and the accompanying notes.



Bank-Reported Data A65

NOTES TO FINANCIAL STATEMENTS FOR FEDERAL RESERVE PRICED SERVICES

{1) SHORT-TERM ASSETS

The mputed reserve requirement on clearing balances held at Reserve Banks by depository
instieations reflects o treatment comparable to that of compensating balances held at corre-
spondent banks by respondent institutions. The reserve requirement imposed on respondent
balances must be held as vault cash or as nonearning balances maintained at a Reserve Bank:
thus, a portion of priced services clearing balances held with the Federal Reserve is shown as
required reserves on the asset side of the balance sheet. The remainder of clearing balances is
assumed to be invested 1n three-month Treasury bills, shown as mvestment 1 marketable
securities.

Receivables are (1) amounts due the Reserve Banks for priced services and (2) the share of
suspense-account and difference-account balances related 10 priced services.

Matenals and supplies are the mnventory value of short-term assets.

Prepaid cxpenses include salary advances and travel advances for priced-service personnel

ltems 1n process of collection is gross Federal Reserve cash items in pracess of collection
(CIPC}) stated on a basis comparable to that of a commercial bank. It reflects adjustments for
intra-System items that would otherwise be double-counted on a consolidated Federal
Reserve balance sheet: adjustments for items associated with non-priced items. such as those
colleeted tor governmem agencies: and adjustments for items associated with providing fixed
availability or credit before items arc recewved and processed. Among the costs to be
recovered under the Monetary Controi Act is the cost of float, or net CIPC during the period
(the difference between gross CIPC and deferred-availability items which 1s the portion of
gross CIPC that involves a linancing cost), valued at the federal funds rate.

(23 LONG-TERM ASSETS

Consists of long-term asscts used solely in priced services, the priced-services portion of
long-tem assets shared with nonpriced services, and an estimate of the assets of the Board of
Governors used m the development of priced services. Effective Jan. 1. 1987, the Reserve
Banks implemented the Financal Accounting Standards Board’s Statement of Financial
Accounnng Standards No. 87, Employers’ Accounting for Pensions (SFAS 87). Accordingly,
the Federal Reserve Banks recognized credits to expenses of $15.6 million in the first quarter
of 1997 and $12.2 million in the first quarter of 1996, and corresponding ncreases in this
asset account,

{3) LIABILITIES AND EQUITY

Under the maiched-book capital structure for assets that are not “sclf-financing,” short-term
assets are financed with shori-term debt. Long-term assets are financed with fong-term debt
and equity 1n o proportion cqual to the rano of long-term debt to equuty for the fifty fargest
bank holding companies. which are used in the model for the private-sector adjustment factor
{PSAF). The PSAF consists of the taxes that would have been paid and the return on capital
that would have been provided had priced services been furnished by a private-sector firm.
Other short-term habilities nclude clearing balances maintained at Reserve Banks and
deposit balances ansing from float. Other long-1enn liabilitics consist of obhigations on capital
Icases,

(4) REVENUE

Revenue represents charges to depository institutions for priced services and s realized from
each wsitution through one of two methods direct charges 10 an mstitution’s account or
charges against 1ts accumulated carmungs credits

(5) OPERATING EXPENS

Operaung expenses consist of the direct, indirect, and other general adnwinistrative expenses
of the Reserve Banks for priced services plus the expenses for statt members of the Baurd of

Governors working directly on the development of priced services. The expenses for Board
staff members were $0.7 million in the first quarter of 1997 and $0.7 nullion in 1he first
quarter of 1996. The credit to expenses under SFAS 87 (see note 2) is reflected in operating
expenscs.

(6) IMPUTED COSTS

Imputed costs consist of interest on float. interest on debt. sales taxes, and the FDIC
assessment. Interest on tloat s dertved from the value ot tloat to be recovered. euther
exphcitly or through per-item fees, during the period. Float costs include costs for checks,
book-entry securitics, noncash collection, ACH, and funds transfers.

Interest is imputed on the debt assumed necessary to finance priced-service assets The
sales taxes and FDIC assessment that the Federal Reserve would have paid had it been a
private-sector tirm are among the components of the PSAF tsee note 3

The foliowing hst shows the daily average recovery of float by the Reserve Banks for the
first quarter of 1997 and 1996 in millions of dotlars:

1997 1996

Total float 685.0 1,386.7
Unrecovered float 113 19.2
Float subject to recovery 673.7 1,367.5
Sources of float recovery

Income on clearing balances 67.7 136.6

As-of adjustments 346.1 590.9

Direct charges 146.4 2744

Per-item fees 113.4 365.6

Unrecovered fioat includes float generated by services to government agencies and by other
central bank services. Float recovered through income on clearing balances is the result of the
increase in investable clearing balances; the increase 15 produced by a deduction for float for
cash items in process of collection, which reduces imputed reserve requirements. The income
on clearing balances reduces the float to be recovered through other means As-of adjustments
and direct charges are mid-week closing float and interterritory check float, which may be
recovered from depositing institutions through adjustments to the institution’s reserve or
cleanng balance ar by valuing the float at the federal funds rate and billing the nstitution
directly. Float recovered through per-item fees is valued at the federal funds rate and has been
added to the cost base subject to recavery 1n the first quarter of 1997,

{7) OTHER INCOME AND EXPENSES

Consists of mvestment mcome on cleanng balances and the cost of earnings credis.
Investment income on clearing balances represents the average coupon-equivalent yicld on
three-month Treasury bills applied to the fotal clearing balance maintained, adjusted tor the
effect of reserve requirements on clearing balances. Expenses for earnings credits granted to
depository institutions on their clearing balances are derived by applying the average federal
funds rate to the required portion of the clearing balances. adjusted for the net effect of
reserve requirements on clearing bulances

(8) INCOME TAXES

Imputed income taxes are calculated at the effective tax rate derived from the PSAF maodel
(see note 3).

(9) RETURN ON EQUITY

Represents the after-tax rate of return on equity that the Federal Reserve would have carned
had it been a privatc business firm, as derived from the PSAF model (see note 3). This amount
is adjusted to reflect the recovery of automation consolidanon costs of $2.3 million for first
quarter of 1997 and $1.2 milhion for the first quarter of 1996, The Reserve Banks plan to
recaver these amounts, along with a finance charge, by the end of the year 2001,
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Index to Statistical Tables

References are to pages A3-A6S5 although the prefix “A” is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Assets and liabilities (See also Foreigners)
Commercial banks, 16-21
Domestic finance companies, 33
Federal Reserve Banks, 10
Foreign-related institutions, 20
Automobiles
Consumer credit, 36
Production, 44, 45

BANKERS acceptances, 5, 10, 22, 23
Bankers balances, 16-21. (See also Foreigners)
Bonds (See also U.S. government securities)
New issues, 31
Rates, 23
Business activity. nonfinancial, 42
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 43
Capital accounts
Commercial banks, 16-21
Federal Reserve Banks, 10
Central banks, discount rates. 61
Certificates of deposit. 23
Commercial and industrial loans
Commercial banks, 16-21
Weekly reporting banks, 18
Commercial banks
Assets and liabilities, 16-21
Commercial and industrial loans, 16-2]
Consumer loans held. by type and terms. 36
Deposit interest rates of insured. 15
Real estate mortgages held, by holder and property, 35
Time and savings deposits. 4
Commercial paper, 22, 23, 33
Condition statements {(See¢ Assets and liabilities)
Construction, 42, 46
Consumer credit, 36
Consumer prices, 42
Consumption expenditures, 48. 49
Corporations
Profits and their distribution. 32
Security issues, 31, 61
Cost of living (See Consumer prices)
Credit unions, 36
Currency in circulation, 5, 13
Customer credit, stock market, 24

DEBT (See specific types of debt or securities)
Demand deposits, 16-21
Depository institutions
Reserve requirements, 8
Reserves and related items, 4, 5, 6. 12
Deposits (See also specific types)
Commercial banks, 4, 16-21
Federal Reserve Banks, 5, 10
Interest rates, 15
Discount rates at Reserve Banks and at foreign central banks and
foreign countries (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 32

EMPLOYMENT, 42
Eurodollars, 23, 61

FARM mortgage loans, 35
Federal agency obligations, 5, 9, 10. L1, 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 fisancing of surplus. or deficit, 25
Treasury operating balance. 25
Federal Financing Bank, 30
Federal funds, 6, 23, 25
Federal Home Loan Banks, 30
Federal Home Loan Mortgage Corporation, 30, 34, 35
Federal Housing Administration, 30, 34, 35
Federal Land Banks, 35
Federal National Mortgage Association, 30, 34, 35
Federal Reserve Banks
Condition statement, 10
Discount rates (See Interest rates)
U.S. government securities held, 5, 10, 11. 27
Federal Reserve credit, 5, 6, 10, 11
Federal Reserve notes, 10
Federal Reserve System
Balance sheet for priced services, 64, 65
Condition statement for priced services, 64, 65
Federally sponsored credit agencies, 30
Finance companies
Assets and liabilities, 33
Business credit, 33
Loans, 36
Paper, 22, 23
Float, S
Flow of funds, 3741
Foreign currency operations, 10
Foreign deposits in U.S. banks. 5
Foreign exchange rates, 62
Foreign-related institutions, 20
Foreign trade, 51
Foreigners
Claims on, 52, 55, 56, 57. 59
Liabilities to, 51, 52, 53, 58, 60, 61

GOLD

Certificate account, 10

Stock, 5, 51
Government National Mortgage Association, 30, 34, 35
Gross domestic product, 48, 49

HOUSING. new and existing units, 46

INCOME and expenses, Federal Reserve System, 64, 65
Income, personal and national. 42, 48, 49
Industrial production, 42, 44
Insurance companies, 27, 35
Interest rates
Bonds, 23
Consumer credit, 36
Deposits, 15
Federal Reserve Banks, 7
Foreign central banks and foreign countries, 61
Money and capital markets, 23
Mortgages, 34
Prime rate, 22
International capital transactions of United States, 50-61
International organizations, 52, 53, 55, 58, 59
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Inventories, 48
Investment companies, issues and assets, 32
Investments (See also specific types)
Commercial banks, 4. 16-21
Federal Reserve Banks, 10, 11
Financial institutions, 35

LABOR force. 42

Life insurance companies (See Insurance companies)

Loans (See also specific types)
Commercial banks, 16-21
Federal Reserve Banks, 5. 6,7, 10, 11
Federal Reserve System, 64, 65
Financial 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, 45

Mobile homes shipped. 46

Monetary and credit aggregates, 4, 12

Money and capital market rates, 23

Money stock measures and components, 4, 13

Mortgages (See Real estate loans)

Mutual funds, 13, 32

Mutual savings banks (See Thrift institutions)

NATIONAL defense outlays, 26
National income, 48

OPEN market transactions, 9

PERSONAL income, 49

Prices
Consumer and producer, 42, 47
Stock market, 24

Prime rate, 22

Producer prices, 42, 47

Production, 42, 44

Profits, corporate, 32

REAL estate loans
Banks, 16-21, 35
Terms. yields, and activity, 34
Type of holder and property mortgaged, 35
Repurchase agreements, 6
Reserve requirements, 8
Reserves
Commercial banks, 16-21
Depository institutions, 4. 5, 6, 12
Federal Reserve Banks, 10
U.S. reserve assets, 51

Residential mortgage loans, 34, 35
Retail credit and retail sales, 36, 42

SAVING
Flow of funds, 3741
National income accounts, 48
Savings institutions, 35, 36, 37-41
Savings deposits (See Time and savings deposits)
Securities (See also specific types)
Federal and federally sponsored credit agencies, 30
Foreign transactions, 60
New issues, 31
Prices, 24
Special drawing rights, 5, 10, 50, 51
State and local governments
Holdings of U.S. government securities, 27
New security issues, 31
Rates on securities, 23
Stock market, selected statistics, 24
Stocks (See ulso Securities)
New issues, 31
Prices, 24
Student Loan Marketing Association, 30

TAX receipts, federal, 26

Thrift institutions, 4. (See also Credit unions and Savings
institutions)

Time and savings deposits, 4, 13. 15, 16-21

Trade, foreign, 51

Treasury cash, Treasury currency, 5

Treasury deposits, 5, 10, 25

Treasury operating balance, 25

UNEMPLOYMENT, 42
U.S. government balances
Commercial bank holdings, 16-21
Treasury deposits at Reserve Banks, 5. 10, 25
U.S. government securities
Bank holdings, 16-21, 27
Dealer transactions, positions, and financing, 29
Federal Reserve Bank holdings, §, 10, 11,27
Foreign and international holdings and
transactions, 10, 27, 61
Open market transactions, 9
Outstanding, by type and holder, 27, 28
Rates, 23
U.S. international transactions, 50-62
Utilities. production, 45

VETERANS Administration, 34, 35

WEEKLY reporting banks, 18
Wholesale (producer) prices, 42, 47

YIELDS (See Interest rates)
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Federal Reserve Board of Governors

and Official Staff

ALAN GREENSPAN, Chairman
ALICE M. R1VvLIN, Vice Chair

EpwarD W. KELLEY, JRr.
SUSAN M. PHILLIPS

OFFICE OF BOARD MEMBERS

JosepH R. COYNE. Assistant to the Board

DonNALD J. WINN, Assistant 1o the Board

THEODORE E. ALLISON, Assistant to the Board for Federal
Reserve System Affairs

LynN S. Fox, Deputy Congressional Liaison

WINTHROP P. HAMBLEY, Special Assistant to the Board

BOB STAHLY MOORE, Special Assistant to the Board

D1ANE E. WERNEKE, Special Assistant to the Board

PorTia W. THOMPSON, Equal Employment Opportunity
Programs Adviser

LEGAL DIVISION

J. VIRGIL. MATTINGLY, IR., General Counsel

ScotT G. ALVAREZ, Associate General Counsel
RICHARD M. ASHTON, Associate General Counsel
OLIVER IRELAND, Associate General Counsel
KATHLEEN M. O'Day, Associate General Counsel
ROBERT DEV. FRIERSON, Assistant General Counsel
KATHERINE H. WHEATLEY, Assistant General Counsel

OFFICE OF THE SECRETARY

WILLIAM W. WILES, Secretary
JENNIFER J. JOHNSON, Deputy Secretary
BARBARA R. LOWREY, Associate Secretary and Ombudsman

DIVISION OF BANKING
SUPERVISION AND REGULATION

RICHARD SPILLENKOTHEN, Director

STEPHEN C. SCHEMERING, Deputy Director

WILLIAM A. RYBACK, Associate Director

HERBERT A. BiErN, Deputy Associate Director

RoGER T. CoLE, Deputy Associate Director

HowaRrp A. AMER, Assistant Director

GERALD A. EDWARDS, JR., Assistant Director

STEPHEN M. HOFFMAN, JR., Assistant Director

Jamrs V. Houprt, Assistant Director

JACK P. JENNINGS, Assistant Director

MicHAEL G. MARTINSON, Assistant Director

RHOGER H PUGH, Assistant Director

SIDNEY M. SUSSAN, Assistant Director

MoLvy S. Wassom, Assistant Director

WILLIAM SCHNEIDER, Project Director,
National Information Center

DIVISION OF INTERNATIONAL FINANCE

EpwiN M. TRUMAN, Staff Director

LARRY J. PROMISEL, Senior Associate Director
CHARLES J. SIEGMAN, Senior Associate Director
DALE W. HENDERSON, Associate Director
Davip H. HOWARD, Senior Adviser

DonALD B. ApaMs, Assistant Director
THoMAS A. CONNORS, Assistant Director
PeTER HOOPER III. Assistant Director

KAREN H. JOHNSON, Assistant Director
CATHERINE L. MANN, Assistant Director
RALPH W. SMITH, JR., Assistant Director

DIVISION OF RESEARCH AND STATISTICS

MICHAEL J. PRELL, Director

EpwaRrD C. ETTIN, Deputy Director

Davip J. STOCKTON, Deputy Director
MaRTHA BETHEA. Associate Director
WiLLIaM R. JONES, Associate Director
MyYRON L. KwasT, Associate Director
PATRICK M. PARKINSON, Associate Director
THOMAS D. SIMPSON, Associate Director
LAWRENCE SLIFMAN, Associate Director
MARTHA S. SCANLON, Deputy Associate Director
PETER A. TINSLEY, Deputy Associate Director
Davip S. JONES, Assistant Director

STEPHEN A. RHOADES, Assistant Director
CHARLES S. STRUCKMEYER, Assistant Director
ALICE PATRICIA WHITE, Assistant Director
Joycke K. ZICKLER, Assistant Director

GLENN B. CANNER, Senior Adviser

JOoHN J. MINGO, Senior Adviser

DIVISION OF MONETARY AFFAIRS

DoNALD L. KoOHN, Director

Davip E. LINDSEY, Deputy Director

BriaN F. MADIGAN, Associate Director
RICHARD D. PORTER, Deputy Associate Director
VINCENT R. REINHART, Assistant Director

NORMAND R.V. BERNARD, Special Assistant to the Board

DIVISION OF CONSUMER
AND COMMUNITY AFFAIRS

GRIFFITH L. GARWOOD, Director

GLENN E. LONEY, Associate Director
DoLORES S. SMITH, Associate Director
MAUREEN P. ENGLISH, Assistant Director
IRENE SHAWN McNuULTY, Assistant Director
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LAURENCE H. MEYER

OFFICE OF
STAFF DIRECTOR FOR MANAGEMENT

S. Davip Frosr, Staff Director
SHEILA CLARK, EEO Programs Director

DIVISION OF HUMAN RESOURCES
MANAGEMENT

Davip L. SHANNON, Director

JoHN R. WEIS, Associate Director
JosepH H. HAYES, IR., Assistant Director
FRED HOROWITZ, Assistant Director

OFFICE OF THE CONTROLLER
GEORGE E. LIvINGsTON, Controller

STEPHEN J. CLARK, Assistant Controller (Programs and Budgets)
DARRELL R. PAULEY, Assistant Controlier (Finance)

DIVISION OF SUPPORT SERVICES

ROBERT E. FRAZIER, Director
GEORGE M. LOPEZ, Assistant Director
Davip L. WiLLIAMS, Assistant Director

DIVISION OF INFORMATION RESOURCES

MANAGEMENT

STEPHEN R. MALPHRUS, Director
MARIANNE M. EMERSON, Assistant Director
Po KyUNG KiM, Assistant Director
RAYMOND H. MASSEY, Assistant Director
EDwARD T. MULRENIN, Assistant Director
DAY W. RADEBAUGH, JR., Assistant Director
ELIZABETH B. RIGGS, Assistant Director
RicHARD C. STEVENS, Assistant Director

DIVISION OF RESERVE BANK OPERATIONS
AND PAYMENT SYSTEMS

CLYDE H. FARNSWORTH, JR., Director

Davip L. ROBINSON, Deputy Director (Finance and Control)
Louiske L. ROSEMAN, Associate Director

JACK DENNIS, JR., Assistant Director

EARL G. HAMILTON, Assistant Director

JEFFREY C. MARQUARDT, Assistant Director

FLORENCE M. YOUNG, Assistant Director

OFFICE OF THE INSPECTOR GENERAL

BRrENT L. BOWEN, Inspector General
DoNaLD L. ROBINSON, Assistant Inspector General
BARRY R. SNYDER, Assistant Inspector General
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Federal Open Market Committee
and Advisory Councils

FEDERAL OPEN MARKET COMMITTEE

MEMBERS
ALAN GREENSPAN, Chairman WiLLiaM J. MCDONOUGH, Vice Chairman
J. ALFRED BROADDUS, JR. LAURENCE H. MEYER SusaN M. PHILLIPS
Jack GUYNN MicuaeL H. Moskow ALICE M. RIVLIN
EpwarD W. KELLEY, JR. ROBERT T. PARRY
ALTERNATE MEMBERS
THOMAS M. HOENIG THomAas C. MELZER ERNEST T. PATRIKIS
JERRY L. JORDAN CaTHY E. MINEHAN
STAFF
DonNaLb L. KoHN, Secretary and Economist ROBERT A. EISENBEIS, Associate Economist
NorMAND R.V. BERNARD, Deputy Secretary MARVIN S. GOODFRIEND, Associate Economist
JosepH R. COYNE, Assistant Secretary WiLLiam C. HUNTER, Associate Economist
GARY P. GILLUM, Assistant Secretary Davip E. LINDSEY, Associate Economist
J. VIRGIL MATTINGLY, JR., General Counsel FRrREDERIC S. MISHKIN, Associate Economist
THoMAS C. BAXTER, JR., Deputy General Counsel LARRY J. PROMISEL, Associate Economist
MICHAEL J. PRELL, Economist CHARLES J. SIEGMAN, Associate Economist
EpwiN M. TRUMAN, Economist LAWRENCE SLIFMAN, Associate Economist
Jack BEEBE, Associate Economist Davip J. STOCKTON, Associate Economist

PETER R. FISHER, Manager, System Open Market Account

FEDERAL ADVISORY COUNCIL
WALTER V. SHIPLEY, President
CHARLES E. NELSON, Vice President

WiLL1aM M. CROZIER, JR., First District ROGER L. FiTZSIMONDS, Seventh District
WALTER V. SHIPLEY, Second District Tromas H. JacosseN, Eighth District
WALTER E. DALLER, JR., Third District RicHARD M. KovacivicH, Ninth District
RoBERT W. GILLESPIE, Fourth District CHARLES E. NELSON, Tenth District
KENNETH D. LEwIs, Fifth District CHARLES T. DovLE, Eleventh District
STEPHEN A. HANSEL, Sixth District WiLLiaM F. Zuenpt, Twelfth District

HERBERT V. PROCHNOW, Secretary Emeritus
JAMES ANNABLE, Co-Secretary
WiLLiaM J. Korsvik, Co-Secretary
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CONSUMER ADVISORY COUNCIL

Juria W. SEwaRrDp, Richmond. Virginia, Chairman
WiLLiaM N. LUND, Augusta, Maine, Vice Chairman

RicHARD S. AMADOR, Los Angeles, California
WAYNE-KENT A. BRADSHAW, Los Angeles, California
THoMAs R. BUTLER, Riverwoods, Hlinois
RoBERT A. Cook, Crofton, Maryland
HeriBerTO FLORES, Springfield. Massachusetts
EMANUEL FREEMAN, Philadelphia, Pennsylvania
Davibp C. FynN, Cleveland, Ohio

ROBERT G. GREER, Houston, Texas

KENNETH R. HARNEY, Chevy Chase, Maryland
GaIL K. HILLEBRAND, San Francisco, California
TERRY JORDE, Cando, North Dakota

FRANCINE C. JusTA, New York, New York
JANET C. KOEHLER, Jacksonville, Florida
EUGENE I. LEHRMANN, Madison, Wisconsin

ErroL T. Louts, Brooklyn, New York

PauL E. MULLINGS, McLean, Virginia
CaroL ParRrY, New York, New York

PHiLIP PRICE, JR., Philadelphia, Pennsylvania
RONALD A. PriLL, Minneapolis, Minnesota
Lisa Ricg, Toledo, Ohio

Jonn R. RINES, Detroit, Michigan

SISTER MARILYN Ross, Omaha, Nebraska
MARGOT SAUNDERS, Washington, D.C.

GAIL SMALL, Lame Deer, Montana

Y VONNE S. SpARKS, St. Louis, Missouri
GREGORY D. SQUIRES, Milwaukee, Wisconsin
GEORGE P. SURGEON, Chicago, Illinois
THEODORE J. WYS0ckKI, Jr., Chicago, Illinois

THRIFT INSTITUTIONS ADVISORY COUNCIL

Davip F. HoLLaND, Burlington, Massachusetts, President
CHARLES R. RINEHART, Irwindale. California, Vice President

BaRrY C. BURKHOLDER, Houston, Texas

Davip E. A. CArsoON, Bridgeport, Connecticut
MICHAEL T. CROWLEY, Jr., Milwaukee. Wisconsin
Douctas A. FErraro, Englewood, Colorado
WiLLIAM A. FiTZGERALD, Omaha, Nebraska

STEPHEN D. HAILER, Akron, Ohio

EpwARD J. MOLNAR, Harleysville, Pennsylvania

Guy C. PINKERTON, Seattle, Washington

TERRY R. WEST, Jacksonville, Florida

FREDERICK WILLETTS, III, Wilmington, North Carolina
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Federal Reserve Board Publications

For ordering assistance, write PUBLICATIONS SERVICES,
MS-127, Board of Governors of the Federal Reserve System,
Washington, DC 20551 or telephone (202) 452-3244 or FAX
(202) 728-5886. You may also use the publications order
form available on the Boards World Wide Web site
(http://www.bog.frb.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
Mastercard or Visa. Payment from foreign residents should be
drawn on a US. bank.

BOOKS AND MISCELLANEOUS PUBLICATIONS

THE FEDERAL RESERVE SYSTEM—-PURPOSES AND FUNCTIONS.
1994. 157 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 1995-96.

FEDERAL RESERVE BULLETIN. Monthly. $25.00 per year or $2.50
each in the United States, its possessions, Canada, and
Mexico. Elsewhere, $35.00 per year or $3.00 each.

ANNUAL STATISTICAL DIGEST: 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
1980-89 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
1990-95 November 1996 404 pp. $25.00

SELECTED INTEREST AND EXCHANGE RATES— WEEKLY SERIES OF
CHaRTS. 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.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM.

ANNUAL PERCENTAGE RATE TaBLes (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100 pp.
Vol. II (Irregular Transactions). 1969. 116 pp. Each volume
$5.00.

GuIDE TO THE FLOW OF FUNDS ACCOUNTS. 672 pp. $8.50 each.
FEDERAL RESERVE REGULATORY SERVICE. Loose-leaf; updated
monthly. (Requests must be prepaid.)
Consumer and Community Affairs Handbook. $75.00 per year.
Monetary Policy and Reserve Requirements Handbook. $75.00
per year.
Securities Credit Transactions Handbook. $75.00 per year.

The Payment System Handbook. $75.00 per year.

Federal Reserve Regulatory Service. Four vols. (Contains all
four Handbooks plus substantial additional material.) $200.00
per year.

Rates for subscribers outside the United States are as follows
and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Each Handbook, $90.00 per year.

FEDERAL RESERVE REGULATORY SERVICE FOR PERSONAL
CompUTERS. Diskettes; updated monthly.
Standalone PC. $300 per year.
Network, maximum 1 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.
THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A MULTI-
COUNTRY MODEL, May 1984. 590 pp. $14.50 each.
INDUSTRIAL PRODUCTION—1986 EDITION. December 1986.
440 pp. $9.00 each.
FiNnanciAL FuTures AND OPTIONS IN THE U.S. EcoNomy.
December 1986. 264 pp. $10.00 each.
FINANCIAL SECTORS IN OPEN ECONOMIES: EMPIRICAL ANALY-
SIS AND PoLicy Issugs. August 1990. 608 pp. $25.00 each.
RISK MEASUREMENT AND SYSTEMIC RisK: PROCEEDINGS OF A
JOINT CENTRAL BANK RESEARCH CONFERENCE. 1996.
578 pp. $25.00 each.

EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies are
available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

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 Committees

A Consumer’s Guide to Mortgage Lock-Ins

A Consumer’s Guide 10 Mortgage Settlement Costs

A Consumer’s Guide to Mortgage Refinancings

Home Mortgages: Understanding the Process and Your Right
to Fair Lending

How to File a Consumer Complaint

Making Deposits: When Will Your Money Be Available?

Making 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
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STAFF STUDIES: Only Summaries Printed in the
BULLETIN

Studies and papers on economic and financial subjects that are of

general interest. Requests to obiain 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 1-157 are out of print.

158. THE ADEQUACY AND CONSISTENCY OF MARGIN REQUIRE-
MENTS IN THE MARKETS FOR STOCKS AND DERIVATIVE
ProbucTs, by Mark J. Warshawsky with the assistance of
Dietrich Earnhart. September 1989. 23 pp.

159. NEw DATA ON THE PERFORMANCE OF NONBANK SUBSIDI-
ARIES OF BANK HoLDING CoMPANIES, by Nellie Liang and
Donald Savage. February 1990. 12 pp.

160. BANKING MARKETS AND THE USE OF FINANCIAL SER-
VICES BY SMALL AND MEDIUM-SIZED BUSINESSES, by
Gregory E. Elliehausen and John D. Wolken. September
1990. 35 pp.

161. A REVIEW OF CORPORATE RESTRUCTURING ACTIVITY,
1980-90, by Margaret Hastings Pickering. May 1991.
21 pp.

162. EVIDENCE ON THE SIZE OF BANKING MARKETS FROM MORT-
GAGE LoaN RaTEs IN TwenTty CiTiES, by Stephen A.
Rhoades. February 1992. 11 pp.

163. CLEARANCE AND SETTLEMENT IN U.S. SECURITIES MAR-
KETS, by Patrick Parkinson, Adam Gilbert, Emily Gollob,
Lauren Hargraves, Richard Mead, Jeff Stehm, and Mary
Ann Taylor. March 1992. 37 pp.

164. THE 1989-92 CrepDIT CRUNCH FOR REAL ESTATE, by
James T. Fergus and John L. Goodman, Jr. July 1993.
20 pp.

165. THE DEMAND FOR TRADE CREDIT: AN INVESTIGATION OF
MoTIVES FOR TRADE CREDIT USE BY SMALL BUSINESSES, by
Gregory E. Ellichausen and John D. Wolken. September
1993. 18 pp.

166. THE ECONOMICS OF THE PRIVATE PLACEMENT MARKET, by
Mark Carey, Stephen Prowse, John Rea, and Gregory Udell.
January 1994. 111 pp.

167. A SUMMARY OF MERGER PERFORMANCE STUDIES IN BANK-
ING, 1980-93, AND AN ASSESSMENT OF THE ‘“OPERATING
PERFORMANCE” AND “EVENT STUDY” METHODOLOGIES,
by Stephen A. Rhoades. July 1994. 37 pp.

168. THE EcoNoMics OF THE PRIVATE EQUITY MARKET, by
George W. Fenn, Nellie Liang, and Stephen Prowse. Novem-
ber 1995. 69 pp.

169. BANK MERGERS AND INDUSTRYWIDE STRUCTURE, 1980-94,
by Stephen A. Rhoades. February 1996. 32 pp.

REPRINTS OF SELECTED Bulletin ARTICLES

Some Bulletin articles are reprinted. The articles listed below are
those for which reprints are available. Beginning with the Janu-
ary 1997 issue, articles are available on the Board’s World Wide
Web site (http://www.bog.frb.fed.us) under Publications, Federal
Reserve Bulletin articles.

Limit of ten copies

FamIiLy FINANCES IN THE U.S.: RECENT EVIDENCE FROM THE
SURVEY OF CONSUMER FINANCES. January 1997.
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Maps of the Federal Reserve System

MINNEAPOLIS I 2 BOETON
7 = JANEWYORK
12 CHicaco Ml n 3 m
CLEVELAND ~ PHIT ADELPHIA
B SAN FRANCISCO 10 4
KansasCrry Ml -~ g o 00 5 8 RITMOND
St. Louis 5
|
11 - ATLANTA
DALLAS
ALASKA
HAWAII
LEGEND
Both pages Facing page

W Federal Reserve Bank city

Board of Governors of the Federal
Reserve System, Washington, D.C.

NOTE

The Federal Reserve officially identifies Districts by num-
ber and Reserve Bank city (shown on both pages) and by
letter (shown on the facing page).

In the 12th District, the Seattle Branch serves Alaska,
and the San Francisco Bank serves Hawaii.

The System serves commonwealths and territories as
follows: the New York Bank serves the Commonwealth

¢ Federal Reserve Branch city

— Branch boundary

of Puerto Rico and the U.S. Virgin Islands; the San Fran-
cisco Bank serves American Samoa, Guam, and the Com-
monwealth of the Northern Mariana Islands. The Board of
Governors revised the branch boundaries of the System
most recently in February 1996.
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Federal Reserve Banks, Branches,

and Offices

FEDERAL RESERVE BANK Chairman President Vice President
branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON* .................. 02106 William C. Brainard Cathy E. Minehan
Frederick J. Mancheski Paul M. Connolly
NEW YORK* ............... 10045 John C. Whitehead William J. McDonough
Thomas W. Jones Ernest T. Patrikis
Buffalo ................... 14240 Bal Dixit Carl W. Turnipseed'
PHILADELPHIA ........... 19105 Donald J. Kennedy Edward G. Boehne
Joan Carter William H. Stone, Jr.
CLEVELAND* ............. 44101 G. Watts Humphrey, Jr. Jerry L. Jordan
David H. Hoag Sandra Pianalto
Cincinnati ................ 45201 George C. Juilfs Charles A. Cerino'!
Pittsburgh ................ 15230 John T. Ryan, Il Harold J. Swart!
RICHMOND* .............. 23219 Claudine B. Malone J. Alfred Broaddus, Jr.
Robert L. Strickland Walter A. Varvel
Baltimore ................. 21203 Rebecca Hahn Windsor William J. Tignanelli'
Charlotte .................. 28230 Dennis D. Lowery Dan M. Bechter!
ATLANTA ...l 30303 Hugh M. Brown Jack Guynn
David R. Jones Patrick K. Barron James M. Mckee
Birmingham .............. 35283 D. Bruce Carr Fred R. Herr!
Jacksonville .............. 32231 Patrick C. Kelly James D. Hawkins'
Miami .................... 33152 Kaaren Johnson-Street James T. Curry III
Nashville ................. 37203 James E. Dalton, Jr. Melvyn K. Purcell
New Orleans ............. 70161 Jo Ann Slaydon Robert J. Musso
CHICAGO* ............o.... 60690 Lester H. McKeever, Jr. Michael H. Moskow
Arthur C. Martinez William C. Conrad
Detroit ...............oil 48231 Florine Mark David R. Allardice!
ST.LOUIS .................. 63166 John F. McDonnell Thomas C. Melzer
Susan S. Elliott W. LeGrande Rives
Little Rock ............... 72203 Robert D. Nabholz, Jr. Robert A. Hopkins
Louisville ................. 40232 John A. Williams Thomas A. Boone
Memphis ................. 38101 John V. Myers Martha L. Perine
MINNEAPOLIS ............ 55480 Jean D. Kinsey Gary H. Stern
David A. Koch Colleen K. Strand
Helena .................... 59601 Matthew J. Quinn John D. Johnson
KANSASCITY ............. 64198 A. Drue Jennings Thomas M. Hoenig
Jo Marie Dancik Richard K. Rasdall
Denver ..........oo.ooo.lL 80217 Peter I. Wold Carl M. Gambs'
Oklahoma City ........... 73125 Barry L. Eller Kelly J. Dubbert
Omaha .............ooeees 68102  Arthur L. Shoener Bradley C. Cloverdyke
DALLAS ... 75201 Roger R. Hemminghaus Robert D. McTeer, Jr.
Cece Smith Helen E. Holcomb
ElPaso ................... 79999  Alvin T. Johnson Sammie C. Clay
Houston .................. 77252 1. H. Kempner, III Robert Smith, III!
San Antonio .............. 78295 H. B. Zachry, Ir. James L. Stull!
SAN FRANCISCO ......... 94120 Judith M. Runstad Robert T. Parry
Gary G. Michael John F. Moore
Los Angeles .............. 90051 Aaqne L. Evans Mark L. Mullinix!
Portland .................. 97208 Carol A. Whipple Raymond H. Laurence!
Salt Lake City ............ 84125 Gerald R. Sherratt Andrea P. Wolcott
Seattle ...........coeil 98124 Richard R. Sonstelie Gordon R. G. Werkema?

*Additional offices of these Banks are located at Lewiston, Maine 04240: Windsor Locks, Connecticut 06096; East Rutherford, New Jersey 07016; Utica
at Oriskany, New York 13424; Columbus. Ohio 43216; Columbia, South Carolina 29210; Charleston, West Virginia 25311; Des Moines, fowa 50306;
Indianapolis, Indiana 46204; Milwaukee, Wisconsin 53202: and Peoria, Hlinois 61607.

1. Senior Vice President.
2. Executive Vice President



