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Credit Supply In the
First Half of 19/1

NET FLOWS OF CREDIT to nonfinancial borrowers during the first
half of this year were at much the highest rate for any 6-month
period covered by the available record, which begins in 1952.
Both in dollar terms and relative to GNP, the total flow was
larger than in any single quarter in the 1952—70 period and was
well above the 1960-70 average. Equity issues by corporations
were also very large and on a net basis above any previous half-
year from 1952.

Net borrowings in credit markets in the first half of 1971 were
at a seasonally adjusted annual rate of $131 billion, and with
another $13 billion of net new equity funds for corporations the
net total of funds raised was at a $144 billion rate. This record
volume of flows in credit and equity markets arose from an un-
usual combination of heavy Federal borrowing, credit demands
by State and local governments that exceeded the current require-
ments of these units, and a volume of private borrowing that was
high relative to capital outlays and saving although not in relation
to GNP. As Table 1 indicates, only for State and local govern-
ments was credit market financing above earlier highs, relative
to GNP, for a 6-month period. This component of the credit flow
appears to have been about $8 billion, at annual rates, above
the amounts indicated by historical relationships to operating
needs and was a major source of the large size of the first-half
total. Nevertheless, the volume of private borrowing, together
with the Federal need for funds, would have kept the total above
earlier peaks even if borrowing by State and local governments
had been at a lower rate.
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International capital flows have been an influence in raising
credit demands in U.S. markets this year, with much of the
effect in borrowing by domestic sectors rather than in direct
lending to foreigners. A large part of the heavy net outflow of
private capital this year was from domestic nonbank sectors and
included reductions of foreign liabilities as well as increases in
asset holdings abroad. These nonbank outflows were probably
financed in part by borrowing in the domestic market that is
included mainly in the business total in Table 1.

TABLE 1

NET FUNDS RAISED BY NONFINANCIAL SECTORS
IN CREDIT AND EQUITY MARKETS

Per cent of GNP

HL/71 | . _
Item (billions !

! of ' Preceding

|dollurs) 1 HI/7L high

I | (half-ycar)
Total............ © 44,1 13.93 12,10 (H2/67)
Corporate

cquities........ 13.1 1.26 .80 (H2/69)

Credit market
instruments.. 131,0 12.67 11.65 (H2/68)

U.S. Govt..... 23.1 2.21 2.90 (H2/53)
State and |

local govts.,. . 21.2 2.03 1.59 (H2/54)
Houscholds. . .. 31.4 3.03 5.18 (H1/55)
Business. ...... 49.7 4.82 5.26 (H1/69)
Foreign....... 5.7 .55 .80 (H1/64)

L Scasonally adjusted annual rate.

The supply of funds to credit markets to meet these large
demands was not only large but unusual in its structure. Perhaps
the central feature of financial developments in the first half of
the year was the almost 20 per cent annual rate of growth in
time and savings accounts at banks and savings institutions, The
total flow into such accounts was at a $90 billion annual rate, or
70 per cent of the rate of total borrowing. This was far above the
50 per cent relationship in the 1961-65 period, when these
deposits were growing at 12 per cent per year, and twice the
ratio for 1966-70. The first-half inflow was a continuation of a
shift of funds into institutions by private nonfinancial investors
that had begun in mid-1970 after interest rate ceilings had been
lifted on large negotiable certificates of deposit of shorter maturi-
ties at banks. Growth in the first half of this year was at a more
rapid rate than in the second half of 1970, however, and was
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relatively more in passbook deposits and at savings institutions
and less in large CD’s.

A sizable part of the second-half 1970 deposit flow had becn
a conversion of money market funds from bank-related com-
mercial paper into CD’s issued by the same group of institutions
and did not increasc the flow of bank-related credit. During the
first half of this year such conversions were no longer important,
and with the accelerated flow into smaller deposits, the relation
to bank credit flows was part of a broader set of adjustments of
both asscts and liabilities of banks.

Another striking featurc of credit supply in the first half of
this year—to some extent related to the deposit flows—was the
heavy volume of U.S. Government securities purchased by for-
eign central banks. This foreign official supply was a reflection
of the large private capital outflows from the United States. In
the first half of the year—even before external flows reached
their peak in the August crisis—net private capital outflows
together with net U.S. Government lending to foreign borrowers
were at an annual rate of over $20 billion. Much of the private
outflow was repayment of forcign liabilities, by both banks and
nonbanks, rather than lending to forcigners. Bank repayments of
forcign debt were one of the offsets during the first half of the
year to the large deposit inflows and can be viewed as financed
by the deposit flows. Nonbank outflows were financed in a
varicty of forms, including to some extent, credit market borrow-
ings in Table 1. The $20 billion estimate of capital outflows in-
cludes a major part of the extraordinarily large unidentified trans-
actions in the balance of payments statement for the first half of
the year. These unidentified outflows may also be partly reflected
in domestic borrowing in the domestic market.

While financial flows were both large and in unusual forms
during the first half of the year, their net effect for the domestic
economy was to restore some normal patterns in asset holdings
after departures from earlicr trends during the credit tightness of
1969-70. By the end of 1969 liquid asset holdings of private
nonfinancial sectors in the U.S. had become somewhat low in
total and heavily invested in direct market instruments. The
volume of deposit flows into banks and savings institutions after
mid-1970 has been roughly suflicient to restore earlier trends in
deposit holdings, to bring total liquid asset holdings to earlier
levels relative to GNP, and to keep pace with growth in GNP.
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n.a. Not applicable, or not available,

* Less than $50 million,
1 Seasonally adjusted annual rate.
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This article reviews for the first half of 1971 the roles of deposit
flows to institutions, debt and asset management by intermedia-
ries, and balance of payments developments in generating the
record flow of credit to borrowers and the asset position of private
investors. Because the first half of the year represented to a large
extent a period of readjustment by both borrowers and lenders
away from extreme financial positions that had been reached
during the credit tightness of 1969, comparisons in the follow-
ing discussion are primarily with 1969, in order to indicate the
extent of change in position. The year 1970 was in many ways
transitional between 1969 and 1971, with interest rates stable
at very high levels in the first half and falling in the second. The
readjustment process became more extensive early this year and
presents a broader contrast with 1969 conditions.

Table 2 gives a stratified picture of the connections between
total funds raised by nonfinancial borrowers, on the one hand,
and the combination of transactions by foreign, financial, and
private nonfinancial investors that supplied that credit. The
body of the table refers to debt instruments, fixed-value deposits
and currency, and nondeposit sources of intermediary credit.
Purchases of corporate equities are shown separately at the bot-
tom of the table. Equity markets affect credit demand and supply,
particularly when new offerings are as large as they have been
this year, but they are shown in the table as external to flows of
borrowed funds.

Foreign direct lending in U.S. credit markets—net purchases of
Government securities and private credit market instruments—
was large enough in the first half of this year to produce a marked
contrast between total funds raised (line 7 of Table 2) and pri-
vate domestic lending in markets (line 11). With total credit
flows at a rate $45 billion higher than in 1969, the rate of private

7 Demand and time deposits, amounts owed to foreign branches,
and balances at U.S. agencies of foreign banks, .
8 Mainly insurance and pension reserves. Includes internal funds of

2 Housceholds, nonfinancial business, State and local governments,
nonprofit organizations, and personal trust funds, Excludes State and
locjllzgovernment employee retirement funds, which are in lines 12
an X

3 U.S. Govt., sponsored credit agencies, and Federal Reserve Sys-
tem. Federul Reserve component consists of U.S. Govt. securities
and bankers’ acceptances, See Table §.

4 Net security issues by federally sponsored credit agencies plus net
issues of GNMA-guaranteed morigage-backed sccurities,

5 Commercial banks, savings institutions, insurance and pension
funds, finance companies, investment companies, security brokers and
dealers, and agencies of foreign banks. Types of credit supplied are
shown in Table 7.

¢ Bond issues, commercial paper, bank loans, and home loan bank
credit. Some of this credit is supplied by other intermediaries and is
included on line 12,

intermediarics, Treasury cash balances, member bank horrowing, and
miscellaneous liabilities, net of uses of funds other than credit in-
struments.

9 From last quarter of preceding period to last quarter of this
period, at annual rates. In fifth column, amount in GNP, seasonally
adjusted annual rate, for 1970 Q4.

10 Amounts outstanding are market values of holdings for week of
Dec. 31, Includes small amounts for financial institutions but ex-
cludes investment company shares,

1 Based in New York Stock Exchange index, which rose 9.4 per
cent during the first half.

12 Negative in line 20. Net of equity issues by open-end investment
companies.

Source.—Page A72 fI. of this BULLETIN and June 1971 BULLETIN, p.
AT1.2,
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TABLE 2
STRUCTURE OF CREDIT SUPPLY, 1969-—1st HALF, 1971

In billions of dollars unless otherwise noted

! ]
Net flow of funds i Amounts
©oout-

Line ltem i . standing,

H1/71 1 Dec. 31,
1969 1970 ! H1/71 less 1970

1969
1. Total funds ramcd by nonﬁnancnal scctors. . ... - 90.4 97.5 1441 53.7 n.a
2. Corporate cquity issues, net................. | 4.8 6.8 13.1 8.3 n.a
3. Credit instruments, by issuing sector:
Total,.oe e i e I 85.7 90.7 131.0 45.3 1,449.9
4. U.S. Government. . ............ooohiunn —3.6 12.8 23.1 26.7 30] .4
5. FOreign. ..o s 3.7 2.6 5.7 2.0 50.8
6. Privatc domestic sectors 2. ... ... ... .. 85.6 75.3 102.2 16.6 1,097.7
7. Total funds advanced in credit markets (line 3)... 85.7 90.7 131.0 45.3 1,449.9
8. Less. Foreign net purchases of U.S. credit T - ’
INSUFUMENES, .. .t i e i i a e -.3 10.3 28.7 29.0 25.0
9. Credit from public dgcncu.s (Table 5) 3, 15.8 8.3 10.6 —5.2 164.0
10.  Plus: Agency borrowing notinline 1 1., .. 8.8 8.7 —-.6 -9.4 38.9
11. Equals: Private domestic supply in credit markcts
Also (lines 12—184-21). Also (sum of lines
19 through 23) (Table 6)................. 79.0 71.1 91.1 12.1 1,299.7
Intermediation:
12. Funds supplied directly by private domestic
Sfinancial institutions in credit markets ... 53.7  64.7  103.2 49.5 1,048.¢
13. Commercial banks............. ... .. ... 17.7 28.1 50.5 32.8 435.2
14. Savings institutions....................i 14.3 16.3 44.5 30.2 251.2
15. Insurance and pension funds............ 1200 15.2 12.4 4 287.%
16. Other finance. ..................oo00. L0097 5.1 —-4.2 —13.9 74.
Sources of funds supplied.................... i 53,7 64.7 103.2 49.5 1,048.6
17. Private domestic deposits (18419)....... 1.8 57.6 104.5 102.7 609 .8
18. Credit market borrowing (Table 7) 6., ... 16.7 2.0 * —16,7 74 .8
19. Foreign funds at banks 7............... 9.4 -7.9 -10.2 -—19.6 2%.9
20. Other,net 8,.......................... 25.8 13.0 8.9 —16.9 340).1
Private domestic nonfinancial sectors: 2
21, Direct purchases of credit market instruments ;
(lines 11 —12418) (Table 7)............ 42.0 8.3 —~12.1 54,1 325.9
22, Time and savings accounts.................. —-2.4 549 90,2 92.6 454.3
23. Demand deposits. . oo 4.3 2.6 14.3 10.0 155.5
24, CUITCNCY . . v e et e e e . 2.8 3.5 4.7 1.9 50.1
25. Total of market instruments, deposits, and cur- | - ) - o
rency (lines 214-224-234-24, or 11 —19-204-24)| 46.7 69.4 97.2 50.5 965.8
Memorandum items:
26. Change in GNP 9. . ....................... 57.8 40.4 109.2 51.4 988.4
27. Total forcign funds (8-+19)................. 9.1 2.4 18.5 9.4 48.9
Corporate cquities market
28. Net new issues1o . oo oo oo 4.7 6.8 12.9 8.2 '364.0
Net purchases by—-
29. Financial institutions 2. ............... 7.0 8.8 20.7 13.7 98.9
30. Foreign. ....... .o i 1.6 7 .2 —1.4 18.1
31. Private domestic nonfinancial ........... ' -3.8 =26 —-8.0 —4.2 747.0
32 Private domestic direct purchases as per cent |
of total credit advanced (lines 11i7) ... .. 92.1 78.4 60.5 ........ 89.6
33, Private intermediation as per cent of private )
: domestic credit supply (lines 12i11)..... 68.0 91.0 113.3 ........ 80.7

Annual rate
of growth,
HI/71
(per cent)

)
e A
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domestic lending was only $12 billion above 1969. Most of the
$33 billion difference was in the sharp increase in foreign net
purchases of U.S. Government securities, included in line 8.
These flows were slightly negative in 1969 and rose to a $27
billion annual rate in the first half of 1971. The increase from
1969 was larger than the $27 billion rise in rate of total Fed-
eral borrowing and left domestic investors with a larger net rate
of liquidation than in 1969 (Table 3).

TABLE 3
U.S. GOVERNMENT SECURITIES

In billions of dollars

1960-68

Item average - 1969 1970 ! HI1/7]

Total net issues 2., 6.0 —3.6 12,8 323.1
Foreign purchases?, . 3 —1.8 9.1 27.4
3.7 —4.3

Domestic purchasesl 5.7 —1 :8

1 Seasonally adjusted annual rate.
2 Line 4 of Table 2.
3 Includes Euro-dollar borrowing by U.S. Treasury and Export-
lmPort Bank.
Private and official. For details, sce Table 4.

The foreign purchases of Government securities were mainly
by central banks and other official reserve holders that were
acquiring dollar balances as a result of private capital flows out
of the United States. About one-fifth of the purchases were Euro-
dollar securities issued by the Treasury and the Export-Import
Bank during the half-year to foreign branches of U.S. banks,
however. These Euro-dollar issues, as a private foreign source of
credit to the Government, served to reduce somewhat the net
total of private capital outflows and thus to restrain the growth of
foreign official dollar holdings. Apart from the Euro-dollar issues,
there was little direct flow into U.S. credit instruments from
private foreign sources.

As Table 4 shows, the combination of private net outflows,
U.S. Government lending abroad, and unrecorded transactions
was at a $22 billion annual rate during the first half of the year—
or at a $28 billion rate apart from the Government’s Euro-dollar
borrowing from U.S. bank branches abroad. These amounts were
nearly equal, respectively, to foreign official buying of Treasury
securities and to the total foreign flow into Government issues
that is in Table 3. About $13 billion of the private outflow was
repayment by U.S. banks of their private foreign liabilities, in
contrast to an $8 billion inflow from such sources in 1969. Most
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of the flow in both periods was in borrowings from overscas
branches, but the amounts also include net changes in foreign
deposits directly at U.S. banks. Thus from 1969 to the first half
of 1971 this $21 billion reversal in bank flows was a large part
of the total change in capital flows and unrecorded transactions
on line B of Table 4. Private nonbank outflows were also large,

TABLE 4
U.S. BALANCE OF PAYMENTS

I'n billions of dollars

Change:

ltem | 1969 | 1970t HI;7L: 1969 to
| HIm
A. Balance on current account?. ......... -9 4 -1.0 —.1
B. Private capital flows, U.S. Govt. net
lending, and errors and omissions® . 3.6 - 11.1 —22.2 —25.8
U.S. Govt. net lending! .. .......... -1.9 2.0 —2.6 0.7
Long-term private capital flows...... -1 —1.5 5.3 —-5.2
Nonliquid short-term private capital .
OWS. . ot er e -6 —-.5  —1.7 =1.1
Errors and omissions............... —-2.6 —1.1 =6.7 —4.1
Foreign funds at U.S. commercial !
banks® . ... . oo i 7.6 —6.2 --12.8 —-20.2
Foreign private purchases of U.S. |
Govt. securities®. . ... oL I N -.2 6.0 +5.9
Other liquid private capital, net...... 1.1 5 .9 —.4
C. Over-all balance7 (official reserve-
transactions basls)—A—l—B ........ | 2.7 -10.7 0 --23.2 --25.9

Financed by -
Foreign official purchases of U.S. (m\t

SCCUTIICS . .o as =19 9.3 21.4 +23.3
Decrease in U.S. official reserve dssus'.' —1.2 3.3 1.4 +4.6
Other ofticial reserve transactions. ... .. .4 —1.9 -1.6 -2.0

1 Seasonally adjusted annual rate.

2 Balance on goods and services, remittances and pensions, and U.S. Government grants {excluding
military).

"-‘l l\‘;iyxzus signy indicate outilows,

4 Includes capital subscriptions; net of increase in Govt. nonliquid liabilities to others than foreign
official reserve holders,

5 Bank liabilitics to forcign ollicial reserve holders are included in the last line of the table.

o Includes in 1971 Euro-dollar issues by U.S. Treasury and Export-Import Bank.

7 Betfore counting allocation of Special Drawing Rights.
however. On the basis of recorded transactions and before de-
ducting the Government’s Euro-dollar borrowing, they were at a
$6 billion annual rate, compared with $0.4 billion in 1969, and
included increases in U.S. direct investment flows, a shift in
short-term liabilitics abroad from borrowing in both 1969 and
1970 to debt repayment this year, and a shift from reducing
foreign liquid claims to building them up. If a large part of the
cerrors and omissions item is assumed to be unrecorded U.S.

apital outflows, the total nonbank private flow this year may
have been as much as a $15 billion rate.

Bank repayments of foreign borrowings were occasioned
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mainly by the immense deposit inflows from domestic sources
that began in the third quarter of 1970. These domestic deposits
came to banks at interest costs well below the Euro-dollar rates
prevailing during the period and made foreign borrowing a
costly source of funds. Nonbank capital outflows also reflected
rate spreads between U.S. and European markets, as well as the
exchange rate uncertainties this year. The dollar balances trans-
ferred to foreign monetary authorities in settlement of these
capitol flows were invested largely in Treasury securities to pro-
duce the large direct flow to Government financing from foreign
sources. To the extent that domestic nonbank outflows—either
lending or reduction of liabilities abroad—were financed by
domestic borrowing in U.S. credit markets, they contributed to
the high rate of domestic private borrowing this year. The extent
of such borrowing cannot be measured, but by increasing the
amount of foreign direct buying of U.S. Government securities, it
had the effect of substituting private credit demand in the U.S.
market for Government borrowing from domestic sources.

Government-related financial intermediation has become a major
aspect of credit supply in recent years through the lending acti-
vities of federally sponsored credit agencies such as the Federal
National Mortgage Association, the Federal home loan banks,
and the Federal intermediate credit banks. During 1969 and
1970 agency holdings of housing mortgages and loans to savings
and loan associations increased by $16 billion, almost doubling
their 1968 year-end holdings of $18 billion. These lending
activities and the farm credit programs, included in line 9 of
Table 2, were financed by a $17 billion growth in agency securi-
ties outstanding. What the volume and form of credit flows would

TABLE S
PUBLIC AGENCY CREDIT FLOWS, BY FORM OF CREDIT EXTENDED

In billions of dollars

| H1/71

Item 1969 1970 i T HI1/71 less

| 1969
U.S. Govt. securitics. ............... 2.7 6.6 6.7 4.0
Residential mortgages............... 4.6 5.7 3.9 —.7
Federal home loan bank advances. ... 4.0 1.3 —6.0 —10.0
Other.......ocvi i 4.5 4.3 6.0 1.5
Total (line 9 of Table 2).........1 15.8 18.3 10.6 —5.2

1 Seasonally adjusted annual rate.
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‘have been without the growth...in'.—.ag'enéy_' lending cannot be
guessed, but the figures for private lending in 1969 and 1970 in
Table 2 include sizable purchases of agency sccuritics, from line
10, in place of mortgages and other credit forms that are in the
totals of funds raised in line 3 of the table. In the first half of this
year, residential mortgage lending through these agencies was
somewhat reduced, and therc were sharp repayments of borrow-
ings from home loan banks. Funds supplied by the Federal
Reserve, also in line 9, were mainly through net purchases of
U.S. Government securities—$4 billion in 1969 and $5 billion
in 1970—as an asset base for growth in member bank reserves
and currency in circulation.

With absorption and conversion of credit flows by foreign and
public sectors, direct supply of credit by private domestic lenders
(line 11) was not only lower than total borrowing in the periods
shown but also sharply changed in structure. Thus, in 1969,
in the presence of large credit programs of Federal agencies and
the security issues to finance those programs, private lenders—
intermediarics and nonfinancial sectors together—were net
buyers of U.S. Government and agency sccurities at a time when
the Government was retiring debt, and private flows into loans
and mortgages werc well below total borrowing in those forms
(Table 6). In the first half of 1971, when foreign buying of
Government sccuritics was large, there was an opposite relation-
ship, and private domestic sources put funds into loans and
TABLE 6
TOTAL BORROWING AND PRIVATE DOMESTIC CREDIT SUPPLY

In biltions of doftars

Column.... ......... 1 P2 3 4 5 6
' 1969 _ 4+ HI1/71

- — _I e - = e

I
Total . Private | (5)
borrow-  domestic  less

Item

| .
Total -l’rivalc‘ 2)

borrow- 'domestic  less

ing! | credit . (D) ing! credit | (4)
supply 2 l | supply?
| i

Total net flow........ 85.7 79.0 -6.7 131.0 91.1 —-39.9

U.S. Govt. sceurities  --3.6 1 4.0 8.2 23.1 1=-11.6 —34.7

Other sceurities. . .. . 21.2 20.7 —.5 45.0 44.8 -2
f.oans and mort-~

EARCS . L. 68.1 53.7 —14.4 62.9 57.9 —-5.0

I Line 7 of Table 2.

2 Direet lending in markets by intermediaries and nonfinancial investors (line 11 of Table 2).
1 Seasonally adjusted annual rate. ’

4 Includes issues of Federal agencies.
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private securities while liquidating Government securities on a
net basis.

The 1969 shift in form of credit in private markets stemmed
from public policy aims of supporting housing mortgages. Agency
securities from the housing program absorbed a sizable share of
the funds that were drawn out of deposits and into market
instruments for the higher returns available in the market. The
reverse shift this year, toward an increased loan component in
private supply, was consistent with credit conditions that included
a large volume of deposit inflows to institutions specializing in
loan and mortgage credit rather than purchases of securities in
the open market.

Over the last 15 years private financial institutions have been the
direct source of about 85 per cent of private credit supply, which
they financed through domestic and foreign deposit flows, secur-
ity issues, money market borrowing, and growth in insurance
and pension reserves. By half-years the proportion has ranged
from a high of 124 per cent of the total in the second half of
1960 to a low of 61 per cent in the second half of 1969, the only
half-year in the period in which net inflows of deposits were
negative. From 1969 to the first half of 1971, with the surge of
domestic deposit growth, institutional supply of credit almost
doubled as a rate of flow, rising from $54 billion, net, in 1969
to more than a $100 billion rate this year (line 12 of Table 2)—
$12 billion larger than total private domestic supply (line 11).
Large as it was, the $50 billion increase from 1969 in institu-
tional credit flow was only half of the increase in domestic
deposit inflows to institutions, which grew from almost zero for
1969 as a whole to a $104 billion rate in the first half of this year.
Net domestic flows into deposits were in themselves 15 per cent
larger than total private credit supply, an unprecedented rela-
tionship for any 6-month period in the available record, which
begins in 1952. Almost half of the increase in deposit flow from
1969 was offset, however, by major reductions in other sources
of intermediary funds: a drop in market borrowing by inter-
mediaries from a $17 billion rate in 1969 to almost zero (line
18), the run-off of foreign liabilities discussed earlier (line 19),
and a sharp reduction in other sources of funds (line 20).
While substituting deposit funds for other liabilities this year,
the institutions also put a relatively large part of their credit flows
into marketable securities rather than loans (Table 7), indicating
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TABLE 7
DISTRIBUTION OF DIRECT PRIVATE CREDIT SUPPLY

In billions of dollars

. - |
! ! Mu-  Resi-

{ U.S. | nici- : Cor- | den- | Open

|
‘ |
Type of credit  Govt. ' pal porate ! tial !market | Other ' Total
secu- | secu- ! bonds| mort- | paper |
Sector | rities | rities : | gages l |
1 ! | i
S S oL
i _ 1969
Total private domestic
SUPPIY. . oo { 4.6 8.1 12,6 158 3.3 346 '79.0
Nonfinancial sectors........ | 15.0 6.8 7.7 2 8.6 3.7 42,0
Financial institutions....... —10.4 1.3 6.6 15.6 3.5 37.0 53.7
Less: Funds raised by
finance. . ... oo ii e e (.7 ...... 8.8) (6.1) (16.7)

1971 -First haif 2

L.
Total private domestic [ _
supply. ..o —11.6 209 239 247 -4 33.6 191.1

|
Nonfinancial sectors........ i—24.1 43 11,2 —.9 -—-6.4 3.8 —12.1
Financial institutions.. ... ... | 2.5 16,6 16.7 28.3 1.3 27.8 103.2
Less: Funds raised by |
flNANCE. . . ot e 4.00 2.7 (—=4.7) (--2.0)......

I Line 11 of Table 2.
2 Seasonally adjusted annual rates.

that the upsurge of deposits was substantially larger than could be
absorbed by loan demand. Banks and savings institutions bought
large amounts of Government securities, while private nonfinan-
cial sectors liquidated holdings at a net rate of $24 billion; banks
supplied most of the large net flow in the municipal sccurities
market; and mutual savings banks bought more than a quarter
of the net issues of corporate bonds. Although flows into residen-
tial mortgages were up considerably from 1969 the rise was
offset by a roughly cqual drop in other loan flows from inter-
mediaries.

Insurance companies and pension funds, while not deposit
institutions, have also had sharp incrcases since 1969 in their net
inflows of funds. Very little of the increment has gone into credit
market lending, however. In the first half of this year corporate
equities absorbed over 60 per cent of the total net flow from
insurance and pension funds, compared with 45 per cent in 1969.
Equity purchases by institutions this ycar were at a net rate that
was $14 billion higher than in 1969 (line 29 of Table 2), a rise
that was almost double the $8 billion increase in net new issues
(linc 28). Thus in spite of the major shift by corporations toward
equity issues in external financing in the first half of the year,
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individuals were still net sellers of corporate shares in large
amounts, as they had been throughout the 1960’s.

Credit market claims and deposit holdings of houscholds, busi-
ness, and State and local governments (line 25 of Table 2) have
represented, directly or indirectly, about 70 per cent of the credit
supplied to the nonfinancial economy over the last 15 years, The
larger part of thesc holdings have been in the form of deposit
claims on financial institutions and were the principal basis for
institutional credit supply. Direct holdings of market instruments
consist of U.S. Treasury, agency, and municipal securities, cor-
porate bonds, commercial paper, consumer credit, and a small
amount of mortgages. Net purchases of these direct market in-
vestments (line 21 of Table 2) since the mid-1950’s have aver-
aged 17 per cent of total credit supply (linc 7). In 1969 the
proportion was very much larger than this (49 per cent), but by
the first half of 1971 it had shifted radically, with liquidation of
direct holdings offsetting flows by these sectors into deposits at
institutions.

The combination of negative direct flows and large positive
deposit flows by this group had also occurred in earlier relaxations
of tight credit conditions in 1954, 1958, 1960-61, and 1967.
The pattern reflects mainly a shift of liguidity holdings out of
open market instruments, where rates had been more attractive
than on decposits during the tight period but then fell below
deposit rates as conditions cased. The liquidations this year
were mainly in Government securities and open market paper
(Table 7), markets in which there had been large purchases in
1969. Net buying of municipal and corporate bonds together
were fairly steady over 1969, 1970, and the first half of this year
at annual rates between $12 billion and $15 billion.

The $100 billion rate of flow into private deposits was, as
mentioned in the introduction to this article, a central feature
of credit supply during the haif-year. The growth was in all
forms of deposits but was highest in savings institution accounts
and in time deposits at banks. The size of the flow was reflected
in carlier discussion of credit supply from foreign sources, public
agencies, and private intermediaries. The flow was larger as a
rate of deposit growth and as a per cent of GNP than in any
of the carlier liquidity shifts, but it followed an equally unprece-
dented shift of deposit funds into the open market in 1969 (Chart
3). As in carlier rebounds, the inflow brought holdings of
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deposits to levels in June 1971 that were higher, in relation to
both total private assets and GNP, than beforc the withdrawals
began (Chart 1).

The size of the swing in 1969-71 out of and then into deposits
and the new high levels of deposit holdings have not significantly
changed or weakened the stable relation that has existed for many
years between total liquid assets of private nonfinaucial in-
vestors and total GNP. A simple measure of holdings of liquid
assets—currency, deposits, U.S. Government and agency se-
curities, and commercial paper-—has stayed within 81 and 83
per cent of GNP for most of the last 15 years. The ratio has
tended to dip toward 80 per cent at the more acute phases of
tight credit episodes—such as in 1966 and the end of 1969—
but for June 1971 the ratio had recovered to 81.4 per cent.

Within this stability in total liquid assct holdings, there have
been longer-run shifts among deposits, Government securities,
and commercial paper as well as short-run fluctuations. The new
high level for deposit holdings in June (Chart 1) is part of a
strong upward trend in time and savings accounts that has
offset most of a Jong downward trend in Government sccurity

‘Private Domestic Nonfinancial Sectors:
1 FINANCIAL ASSET HOLDINGS
Total and liquid assets are stable relative to GNP;

PER CENT OF GNP
185 : 90

TOTAL FINANCIAL ASSETS :
95/' LIQUID ASSETS 80

b T T T T T T T (T TN R S SN I S S SR

growth in deposits offsets decrease in Governments;

70 25

~U.8, GOVT. SECURITIES -
Z | P | 1 | i | 1 \ 1 } 1 1 i i [

time and savings deposits grow

45 40
35 30
TIME AND SAVINGS .
ACCOUNTS / MONEY
25 ' 20
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holdings as liquidity instruments for these sectors. From the
end of 1956 to the end of 1970 total holdings of Government
sccurities by the private domestic nonfinancial group fell from
23 per cent of GNP to 13.5 per cent, paralleling a decrease in
total Government debt outstanding relative to GNP. At the same
time deposits increased from 58 to 67 per cent. Commercial
paper holdings have risen sharply in recent years and for 1969
and 1970 they contribute a significant element to the stability
mentioned for the later 1960’s.

This stability in liquid assets is carricd over to the larger total
of deposits and all security holdings (Chart 1), which includes
corporate and municipal bonds, mortgages, and consumer credit
paper in addition to the liquid asset holdings. This total has been
roughly equal to GNP in dollar amount since 1955, ranging from
101 per cent at high points to a low of 96 per cent in the third
quarter of 1969. Following the easing of credit conditions in
1970 this total recovered to 99 per cent in June 1971. The total
has a more stable growth rate than GNP (Chart 2}, but move-
ments in the two growth rates have been closely coincident. The
relation is reflected in Table 2, where net flows into private
deposits and securities (line 25) are of roughly the same amounts
as dollar changes in GNP over the periods shown (line 26).
Annual growth rates from the fourth quarter of 1970 to the sec-
ond quarter of 1971 were 10 and 11 per cent, respectively, with
some distortion in the figures because of the automobile strike in
the fourth quarter of 1970.

2 | Private Domestic Nonfinancial Sectors:
| GROWTH RATES of GNP and ASSETS

PERCENTAGE CHANGE AT ANNUAL RATES

TOTAL FINANCIAL
ASSETS -

In the larger context of long-term trends in private financial
investment, there is thus evidence that the massive flow of deposits
to institutions since June 1970 was mainly a readjustment of
balance sheet structure to a normal pattern. The $100 billion
rate of growth this year in private deposits and securitics (line 25
of Table 2) was large in dollars and as a percentage of GNP, but
it was moderate in relation to the change in GNP and gives no
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evidence that investors have moved to extreme positions on the
other side of historical patterns. Like changes in GNP the flow
has been a leading series relative to GNP itself, and during rapid
increases in GNP such as in the first half of 1971, it has tended
to be a large percentage of GNP.

Private Domestic Nonfinancial Sectors:

3 |NET ACQUISITIONS of FINANCIAL ASSETS
Total flows are high this year and

PER CENT OF GNP

TOTAL NET ACQUISITIONS

0 | 1 i | -' | ! : | .|. ; : | o
include a Iarge shift from securities to deposuts

11.5. GOVT. SECURITIES

DEPOSITS

- ! ! 1 i | | ! I | 1 1 i i | | i I I
commercial paper has recently been a significant component

9 - 9
TIME AND SAVINGS ACCQUNTS
6 : ]
3 MQNEY s
. [ P >
.-L".L/::l, s, "'—.\4-“.«. e .a'-""“""“”f'\/" = . -’”’ 0

+ R © COMMERCIAL PAPER __. -
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A comparison of the financial assets of private nonfinancial
sectors with their borrowings in credit markets supports the pic-
ture of normal relationships (Chart 4). Private borrowing has
becn larger than private flows into deposits and securities since
the carly 1950’s by about 3 per cent of GNP, with the extra credit
coming mainly from insurance and pension reserves and retained
earnings of financial institutions and flowing into capital expendi-
tures and foreign investment. With its larger flow, private debt
has risen from a level of 81 per cent of GNP at the end of 1956
to a level of 111 per cent at the end of 1970, Both the size and
the timing of changes in the rate of borrowing have been about
the same as those in financial asset flows, however.

A slight but distinct Jag nevertheless appears in the borrowing
series in Chart 4, and private borrowing rates tend to coincide in
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Private Domestic Nonfinancial Sectors:
4 |FINANCIAL ASSETS and DEBTS
Totals outstanding

PER CENT OF GNP

" R 120
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movement more with the level of GNP as against the asset flow
correspondence with change in GNP. That pattern is as evident
for 1969-71 as for early movements. The difference in timing
reflects the timing of Federal Government borrowing, which has
tended to be highest in the strong phases of GNP upswings. High
rates of Government borrowing reflect the troughs of Govern-
ment deficit positions on a cash basis, and these deficits—excess
cash outflow in current account—are for the private economy
net surplus positions—excess cash inflow—that in the first in-
stance are invested directly or indirectly in public securitics.

The principal difference between this year and carlier cyclical
upswings in this respect has been that the direct buying of Gov-
crnment securities has had a large foreign component, whereas in
carlier similar periods the buying was mainly by the banking sys-
tem. Much of that foreign demand, as mentioned earlier, reflected
U.S. bank repayments of foreign borrowings out of the hcavy
deposit inflows to banks. Insofar as the deposit flows werc a
return by domestic investors to a more normal liquidity structure
following the 1969 distortions, the foreign official demand for
Government securities was in this upswing a substitute for bank
and other domestic financing of the Federal deficit in carlier
cycles. O



CREDIT SUPPLY, H1, 1971

NOTES
CHARTS

777

Amounts outstanding are yecar-cod levels incremented within

years by seasonally adjusted flows.
charts as ratios of centered 2-quarter moving averages;
period plotted is Q1/71.

are shown on the
last
Asset flows are from p. A-73.1 of

T'lows

this BULLETIN, bottom section, lines 2-12, excluding corporate

equities and security credit.

Private borrowing is from p. A-

73.1, top section, lines 23, 24, 25 less equity issues (p. A-73.4,

top, line 13).
line 2.

Assets and debts outstanding arte from March

U.S. Government borrowing is on p. A-73.1,

1971

BuLLuiN, pp. A-7112f1 and June 1971 BULLETIN, p. A-T1.2,
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Revised Measures of
Manufacturing Capacity Utilization

The Federal Reserve series for manufactur-
ing capacity and capacity utilization have
been revised to be on a comparable basis
with the new index of industrial production
published in the July 1971 BuLLeTIN. The
shift in the comparison base of the produc-
tion index from the 1957-59 average to
1967 resulted in a corresponding change in
the levels of the capacity index and left the
over-all level of the capacity utilization in-
dex unchanged. The revised capacity series
appear in the accompanying tables.

The quarterly movements of the capacity
utilization figures have been revised slightly
back to the beginning of 1954 because of
revisions in the monthly fluctuations of the
manufacturing production indexes. The
levels of capacity utilization have been raised
since 1966, with the largest increases of
around three percentage points occurring in
the period from the second quarter of 1967
to the first quarter of 1969. The increases
have been smaller since the first quarter of
1969, and the difference in level between the
new and old series was 1.9 percentage points
in the second quarter of 1971. Thesc revi-
sions in levels reflect also a recalculation of
the long-run relationships among certain of
the input series, affecting both the post-1966
period and the pre-1954 period. In the post-
1966 period, upward revisions were domi-
nated by the more rapid growth in the new
production indexes.

The methods used in calculating the re-

Nore.—This article was prepared by Nathan

Edmonson of the Board's Division of Research and
Statistics,

vised capacity utilization series are the same
as those described in the November 1966
BurLeTIN. The principal data used to com-
pile the series are capacity and capacity
utilization rates reported by companies in
the year-end McGraw-Hill reports, “Busi-
ness Plans for New Plants and Equipment,”
manufacturing capital stock from Bureau of
Census Annual Survey of Manufactures and
Census of Manufactures, and the manu-
facturing component of the Federal Reserve
industrial production index.

The capacity series for total manufactur-
ing has continued to be compiled and pub-
lished for two special industry groupings
that are not shown separately in either the
old or the new industrial production index:
primary processing industries and advanced
processing industrics. The higher utilization
rate for total manufacturing in recent years
hag been due primarily to the upward revi-
sion in the new production series for the ad-
vanced processing industries. In addition, an
upward shift in the relative importance of
the advanced processing group augmented
the effect of higher utilization rates for that
group on total manufacturing utilization
rates.

The revision left utilization rates for the
primary processing group cssentially un-
changed except for the 1948-51 period. The
utilization rates for advanced products and
total manufacturing remained largely un-
changed from 1954 to 1964,

Quarterly estimates of the capacity and
capacity utilization series are available

779
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around the 25th of the month following each  sion of Administrative Scrvices, Board of
quarter. Requests for these estimates should ~ Governors of the Federal Reserve System,
be addressed to Publications Services, Divi- Washington, D.C. 20551. a

TOTAL MANUFACTURING: OUTPUT AND CAPACITY
1967 output= 100

Qutput Capacity
Year
Annual Annual
Q1 QIlI QIII QIv average Ql QN QI Qlv average
41.3 41.5 41.9 41.5 41.5 43.7 44.5 45.2 45.9 44.8
40.2 38.7 39.1 38.4 39.1 46.6 47.0 47.5 48,0 47.3
40.6 44.2 48.0 48.8 45.4 48.6 49.1 49.6 50. 1 49.4
49.8 49,9 48.7 48.8 49.3 50.7 51.5 52.2 52,9 51.8
49.9 49,1 50.2 54.5 50.9 53.7 54.4 55.3 56.1 54.9
55.8 56.6 56.3 53.1 55.4 56.9 57.7 58.5 59.3 58.1
51.2 50.9 51.1 52.6 51.4 60.1 60.8 61.6 62.3 61.2
55.5 58.0 58.7 60.1 58.1 63.1 64.0 64.9 65.7 64.4
60,1 60.2 59.2 61.5 60.3 66.7 67.8 68.8 69.8 68.3
62.4 61.5 61.6 58.9 61.1 70.9 71.8 72.8 73.8 74.8
55.5 54.6 57.3 60.0 56.9 74.7 75.4 76.0 76.7 75.7
63.0 66.1 63.4 63.6 64.0 77.5 78.2 79.0 79.7 78.6
67.7 66.0 64,7 62.9 65.3 80.4 81.2 81.9 82.7 81.6
61.9 64.5 66.8 69.1 65.6 83.4 84.1 84.8 85.5 84.5
70.2 71.0 71.7 72.4 71.3 86.3 87.2 88.1 89.0 87.7
73.6 75.6 76.1 77.5 75.7 89.8 90.7 91.6 92.4 91.2
78.6 80.6 82.0 83.2 81.1 93.3 94.3 95.3 96,3 94.8
86.2 87.8 90.0 91.9 89.0 97.6 99.2 100.8 102.4 100.0
95.1 97.7 99.3 100.2 98.1 104.1 105.9 107.6 109.4 106.7
98.4 98.9 99.9 101.9 99.9 11,2 112.8 114.5 116,2 113.7
103.5 105.3 106.3 107.3 105.6 117.9 119.6 121.3 123.0 120.5
109.5 110.4 111.8 110.1 110.4 124.9 126.8 128.7 130.6 127,7
106.7 106.7 105.8 to1.5 105.2 132.3 134.0 135.6 137.2 134.8
103.5 105.5 103.8 ...l i 138.8 140.3 141.8 ...,
I When manufacturing output as shown here is divided by the ca- the ratio of total manufacturing output to total manufacturing ca-
pacity index shown here, the result may difler very slightly from the pacity. Qutput is seasonally adjusted.
estimated utilization rate for total manufacturing as shown in the fol-
lowing table. The differences are due in part to rounding and in part » Preliminary.
to the fact that the utilization rate for manufacturing has been calcu-
lated as a weighted average of utilization for primary-processing indus- NoTte.—Estimates based on data from Federal Reserve, Depart-

tries and utilization for advanced-processing industries, rather than as ment of Commerce, and McGraw-Hill Economics Department.
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UTILIZATION OF CAPACITY
In per cent
Total manufacturing Advanced products Primary products
vear e e - | SR - U,
Annual ; ) Apnual | Annual
Ql QI QNI  QIV average, Ql QI QI QIV average QI QH QIII QIV  average
94.4 93.3 92,7 90.4 92.7 91.7 90.3 89,5 87.8 89.8 99.5 98.9 98.6 95.2 98. 1
86.4 82,3 82.1 79.9 82,7 84.4 §2.1 81.8 80.0 82,1 90.0 §42.8 82.8 79.7 83.8
83.6 90.1 96.7 97.4 91.9 8.1 8§6.8 93.4 94.0 88.8 88.2 96.3 102.9 103.9 97.8
1951 ..t 98.1 96.9 93.3 92.3 9s.1 | 95.1 93.3 90.5 91.1 92.5 103.8 103.5 98.5 94.4  100.1
1952, ... 93,0 90.2 90.8 97.2  92.8 92.5 92,9 92.0 97.2  93.7 93.8 35.3 88.5 97.2 91.2
1953........... ... 98.0 98.0 96.2 89.6 95.5 98.4 98.2 96.6 91.0 96. 1 97.2 97.6 95.5 87.1 94.3
1954, ............. 85.4 83.7 83.0 84.4 84,1 | 87.0 84.5 83.6 &9 34.7 82.3 82.2 81.9 85.2 82,9
1955, ...t §7.8 90.5 90.4 91.3 90.0 ; 86.4 B88.4 88.0 89.1 87.7 90.3 94.3 95.0 95.3 93.7
1956.............. 90.0  88.8 86.1 88.1 88.2 R7.8 B7.1 86.0 8$6.8 86.9 94.2 92.0 86.1 90. 4 90.7
1957, . ... BB.0 85.6 K4.6 79.8 84.5 ; 87.3 85.4 841 797 84,1 89.2 86.1 85. 80.0 85.2
19S8.. ... ...t 74.3 72,5 75.3 M. 751, 75,3 73,4 4.5 76,9  75.0 72.5 70.9 76.9 80.5 75.2
1959, ... .ot X 81.2 84.4 80.3 79.8 §1.4 ' 79.4 81.8 81.8 79.9 80.7 84.6 89.3 77.6 79.0 82.7
1960.............. T 841 BLL.2Z 7.0 70.2 80.1 ' 82.9 §L.4 7T9.5 77.3 80.3 86.5 81.0 78. T4.1 79.4
1961, ............. [74.2 767 78.7 80.8 77.6 75.3  76.6 77,5 79.7 77.3 72.3 76.8 81.0 82.8 78.2
1962.............. 81.3 81.4 #1.4 81.4 41.4 . 80.3 8l.4 §81.6 &81.2 81.1 83.1 81.4 81.1 81.6 81.8
1963.............. 8.9 83.3 831 1.8 83.0 ° 81.8 82.2 §82.8 83.3 82.5 82.1 85.2 3.8 84.8 84.0
1964, . ............. 84.2 §5.4 H6.0 86.3 85.5 | 33.4 B4.5 £4.4 84.4 84.2 85.7 7.1 89.0 90.1 88.0
1965, .. ... . ! 88.3 8.5 89.3 §9.7 89.0 186.7 87.1 87.9 89.3 87.8 91.2 91.1 91.8 90.5 9.1
; 62.3 92,3 91.6 91.9 '91.0 91.9 92,0 92,2 41.8 92.2 92.9 92.48 90.6 92.1
7.7 87.3 7.7  87.9 " 89.9 89.5 88.6 88.4 89,1 87.1 84.4 84.9 86.5 85.7
8.1 87.6 87.2 87.7 88.8 88.3 §&3.2 87.3 88.1 86.1 87.0 86.6 87.0 86.48
§7.1 86.9 84.3 86. S 87.1 86.1 §5.8 82.5 85.4 88.7 88.8 89.0 87.6 88.5
79.6  78.0 74.0 8.1 79.2 1.2 6.1 71.7 76.3 83.4 82.3 81.5 78.3 81.4
5.0 732 oL 72,2 72,2 V.6 L.l 79.0 80.7 T6.0 L

» Preliminary.

Notr.-—Seasonally adjusted estimates based

on data from

Federal Reserve, Dept, of Commerce, and MeGraw-Hill Economics Dept.
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Foreign Exchange Operations

This 19th joint interim report reflects the
Treasury—-Federal Reserve policy of making
available additional information on foreign
exchange operations from time to time. The
Federal Reserve Bank of New York acts as
agent for both the Treasury and the Federal
Open Market Committee of the Federal Re-
serve System in the conduct of foreign ex-
change operations.

In 1970, the official settlements balance of
the United States swung into a deficit of
$10.7 billion from a surplus of $2.7 billion
in 1969. This deterioration was attributable
primarily to short-term capital outflows in
response to interest rate differentials. As
U.S. money rates and credit conditions eased
progressively in 1970, European rates lagged
well behind, and short-term money flowed in
heavy volume from the United States to the
Euro-dollar market and on from there to
the national money markets and central
bank reserves of Europe.

These outflows of dollars were naturally
attracted to the highest foreign bidders.
Through most of the period, German short-
term rates exerted the strongest pull, with
the result that German banks and industrial
firms—in sceking an escape from stringent
credit conditions in Germany—borrowed
well over $6 billion abroad in 1970, thereby
more than accounting for the $6.3 billion
reserve gain of the German Federal Bank.
Other major recipients of the overflow from
the Euro-dollar market were the United
Kingdom, France, Ttaly, Belgium, the Neth-
erlands, and Switzerland.

Financing by the United States of the un-
usually high official settlements deficit in

This report was prepared by Charles A.
Coombs, Senior Vice President in charge of
the Foreign Department of the Federal Re-
serve Bank of New York, and Special Man-
ager, System Open Market Account. It
covers the period March through September
1971, Previous reports have been published
in the March and September BULLETINS of
each year beginning with September 1962.

1970 was facilitated by the fact that a sub-
stantial part of dollar reserve gaing abroad
favored those countries that were in the
process of rebuilding depleted dollar re-
serves or were content to accumulate dollars
in anticipation of scheduled debt repayments
to U.S. agencies or to the International
Monetary Fund (IMF). As of the end of
1970, Federal Reserve swap debt amounted
to no more than $810 million, Market con-
fidence in the dollar was surprisingly well
sustained.

Early in 1971, however, the international
financial markets began to sense an impend-
ing crisis of the dollar. As interest rate differ-
entials between the United States and
Europe widened out still further, outflows
of short-term funds to the European markets
accelerated and forced most European cur-
rencies hard against their ceilings. Despite
Federal Reserve and Treasury efforts to slow
down or offset the repayment of U.S. bank
debt to the Euro-dollar market, $3.3 billion
more of such debt was repaid during the first
quarter of 1971. Even more ominous, the
severe slump of the U.S. trade surplus during
late 1970 persisted into carly 1971 and
aroused increasing apprehension of a loss of
U.S. competitive strength in world markets.

783
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As the weekly figures of dollar reserve gains
abroad confirmed the generalized weakness
of the dollar and the prospect that the U.S.
deficit was rising well above the abnormally
high level of 1970, overt speculation began
to appear in the exchange markets in March,
further swelling the torrent of dollars flowing
to foreign markets.

Although the developing weakness of the
dollar was generalized across the European
currency exchanges, the German mark was
particularly exposed to speculative buying
pressure in view of the continuing strength
of Germany’s trade surplus, a severely re-
strictive credit policy that kept German in-
terest rates well above international levels,
and the lack of restraints on German indus-
trial borrowing abroad. During the period
February—April 1971, German corporate
borrowing abroad amounted to roughly $2.5
billion, nearly equivalent to total business
lending by the entire German banking sys-
tem over the same period. In February, the
German Federal Bank tried to squeeze out
the interest-arbitrage incentive to short-term
capital inflows by driving the forward mark
to a sizable discount through forward sales
conducted through the agency of the Federal
Reserve Bank of New York. This experi-
ment proved excessively costly and was
quickly abandoned.

With speculation beginning to appear in
late March and early April, the German
Federal Bank initiated a new program of
forward mark sales in Frankfurt, with the
objective of reassuring the market on the
stability of the mark parity. This operation
succeeded in temporarily restoring a fragile
measure of confidence, but the German Gov-
ernment remained confronted with the di-
lemma of how to make its restrictive credit
policy effective while simultaneously allow-
ing its business corporations unfettered ac-
cess to the Euro-dollar market.

Early in May, a report by the main

German economic research institutes, rec-
ommending either a floating of the mark
rate or revaluation as the best solution to
this and other policy dilemmas, was greeted
sympathetically by certain high-ranking Ger-
man officials. The market seized on this ap-
parent shift of policy, and speculative funds
flooded into Germany. The German central
bank was forced to buy dollars in mounting
volume: more than $1 billion on May 3 and
4 and a further $1 billion in the first 40 min-
utes of trading on May 5, at which point it
withdrew from the market.

To protect themselves against the back-
wash of the German move, the central banks
of the Netherlands, Switzerland, Belgium,
and Austria similarly terminated official sup-
port of the dollar that same morning. Over
the weekend, the Swiss franc and the Aus-
trian schilling were revalued by 7.07 per cent
and 5.05 per cent, respectively, while the
German mark and Dutch guilder were al-
lowed to float. The Belgian market was re-
opened on the basis of the previous interven-
tion limits, but with a further separation
between the official and financial franc mar-
kets. The revaluations of the Swiss franc and
Austrian schilling did little, however, to
bring about a spontaneous return flow of
speculative funds as the foreign exchange
markets remained highly nervous. In par-
ticular, the flotation of the mark and guilder
aroused widespread fears in the market that
other countries might take similar action.
Furthermore, as the mark and guilder floated
upward, they tended to become barometers
of weakening confidence in the dollar.

Meanwhile, current statistics on the per-
formance of the U.S. economy failed to mea-
sure up to earlier hopes, and the foreign
trade balance slipped into a deepening defi-
cit in April and subsequent months. Accord-
ing to Department of Commerce figures, the
trade deficit for the second quarter was $1.0
billion, while the over-all U.S. payments
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deficit for the first half of the year soared to  range of trade and investment decisions in
$11.6 billion on an official settlement basis.  the market.

In July and ecarly August events moved in- On Friday, August 6, a congressional sub-
exorably toward their climax as speculative ~ committee report asserted that the dollar
anticipations reached throughout the full  had become overvalued and called for cor-
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rective action through a general realignment
of exchange rates. That same day the U.S.
Treasury reported a loss of gold and other
reserve assets totaling more than $1 billion,
mainly as a consequence of British and
French repayment of debt to the IMF. Over
the following week, the flight from the dollar
accelerated sharply as $3.7 billion moved
across the cxchanges and into central bank
hands. On Sunday, August 15, President
Nixon announced a major new program of
domestic and international economic mea-
sures. Using powers available under the
Economic Stabilization Act of 1970, the
President ordered a 90-day freeze on wages
and prices and, in order to stimulatc a more
rapid expansion of production and employ-
ment, recommended new tax measures. With
respect to international payments, the Presi-
dent introduced a 10 per cent temporary sur-
charge on dutiable imports into the United
States and announced a temporary suspen-
sion of convertibility of the dollar into gold
and other reserve assets.

The major European governments kept
their exchange markets closed all of the fol-
lowing week, as they sought to develop some
joint policy response to the U.S. measures.
These negotiating efforts failed, and on
Monday, August 23, European governments
reopened their exchange markets on an un-
coordinated basis. While each government
continued to adhere to its pre-August 15
parity, all but the French Government sus-
pended their commitments to defend the pre-
vious upper limits of their exchange rates.
Such continuing intervention by the Bank of
France was confined, however, to a segre-
gated market for commercial transactions,
while all other transactions were diverted to
a “financial franc” market that was allowed
to find its own level. The Japanese Govern-
ment initially sought to maintain the rate for
the yen by continuing to intervene at the ceil-
ing, but it was swamped by an inflow of dol-

lars, which by the month-end had swollen of-
ficial reserves by $4.4 billion. On August 28,
official intervention at the ceiling for the yen
was suspended, and the yen immediately
rose 4.7 per cent; in subsequent weeks the
yen moved gradually higher. By October 8,
the rates of the major trading currencies of
the world had moved to the following per-
centage premiums over their former official
ceilings: *

Currency Premium over ceiling
German mark ... . 9.5
Japanese yen Lo .6
Dutch guilder .. ... 7.0
Canadian dollar ... .. 6.4
Belgian franc:

Commercijal 6.4

Financial 6.3
Sterling o 2.9
Italian lita ... .. .. ... 14
Swiss franc . .. 1.1
French franc:

Commercial . .. —0.3

Financial ... .. .. 1.7

The exchange rate structure thus emerg-
ing after August 15 was, in most instances,
the product of controlled rather than free
floating. Many central banks continued to
intervene on an ad hoc basis, while the
market was further strongly influenced by a
wide variety of new exchange controls, the
U.S. import surcharge, and sharply conflict-
ing official appraisals of an appropriate re-
alignment of parities.

During the period under review, the Fed-
eral Reserve made frequent and sizable
drawings on several of the swap lines in

order to absorb temporarily foreign official

! The appreciation of floating currencies is mea-
sured throughout this report as the percentage pre-
mium of the midpoint between bid and offered rates
over the former official ceiling, all in cents per unit
of foreign currency. Since the currencies concerned
had been at, or close to, the official upper intervention
limits for some time before being allowed to float,
this is the most meaningful measure of the actual
appreciation of the rates, Many reports covering the
recent period have used the percentage premium over
parity as the common point, and a reasonable approxi-
mation of that value can be calculated by adding 0.75
percentage point to the premiums quoted in this re-
port. In the case of the Swiss franc, however, 1.8
percentage points should be added.
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TABLE 1

FEDERAL RESERVE RECIPROCAL CURRENCY
ARRANGEMENTS

In nillions of dollars

e 2 e, it

Amount of
facility,
Oct. 14, 1971

Institution

Austrian National Bank....................... 200
National Bank of Belgivm .. ................... 600
Bank of Canada........ 1,000
Natjonal Bank of Denmark.................... 200
Bank of England 2,000
Bank of France............. i 1,000
German Yederal Bank. ... ... 1,000
Bankof RRaly. .......... .. ... ... . .. oo | 1,250
Bankof Japan......... ... . oo 1,000
Bank of Mexico. ... 130
Netherlands Bank......... 300
Bank of Norway.......... 200
Bank of Sweden. .......... 250
Swiss National Bank...............c.0e 1,000
Bank for International Settlements:
Swiss francs/dollars., ... ... o ool 600
Other authorized European currencies/dolars. . .. 1,000
Total. vttt e 11,730

RO PR T PP PSS R PRIE ST

dollar gains that might otherwisc have been
converted into gold or other reserve assets.
(See Table 1 for the listing of the swap ar-
rangements and Table 2 for the swap opera-
tions described in this report.) As of the
beginning of 1971, Federal Reserve debt
under the swap lines amounted to $810 mil-
lion. Through August 13, new drawings
amounted to $3,565 million, while repay-
ments of $1,330 million were effected

TABLE 2
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through Treasury sales of gold and Special
Drawing Rights (SDR’s), U.S. borrowings
from the IMF, Treasury issuance of foreign
currency securities, and use of foreign cur-
rency balances. The residual swap debt com-
mitments outstanding as of August 13 thus
amounted to $3,045 million.

No further drawings on the swap lines by
either the Federal Reserve or foreign central
banks have been made since August [3. As
individual swap drawings have matured they
have been rolled over, except for a $35 mil-
lion Belgian franc drawing that was repaid
in early October with francs purchased in
the market. Thus, as of October 14, $3,010
million of swap debt remained outstanding.
Most of this debt was incurred to offset spec-
ulative flows of funds that in due course will
presumably reverse themselves and so permit
repayment of the swap debt outstanding.

Of the Federal Reserve’s total swap com-
mitments, $1.6 billion is outstanding under
the Swiss franc swap lines with the Swiss Na-
tional Bank and the Bank for International
Settlements (BIS). As of the beginning of
1971, Federal Reserve swap debt to the
Swiss National Bank amounted to $300 mil-
lion and rose further to $450 million on

FEDERAL RESERVE SYSTEM SWAP ACTIVITY UNDER ITS RECIPROCAL SWAP

LINES

In millions of dollars equivalent

| Drawings, or repayments (—)
I System o e System
! swap swap
Transactions with-- - L drawings, 1971 drawings,
Jan b, | Oct L4,
1971 i 1971
i 1 HI j Oct.
t-14
National Bank of Belgium............... 210.0 |{_ 33303330 200-07scol ) s6s.0
Rank of England.,...................... | ........................ 750.0 ... ... 750.0
German Federal Bank . ............... ..o o0 [ 13670 l(zag.(; ............. . 60.0
. ) i 130. O !
Netherlands Bank................... ... | 0.0 1 =300100 ~250.0.. .. .. () .......
Swiss National Bank................. 30000 _}1288 _ 2500[ _’_I?Oj(_) o :| +1,000.0
Bank for International Settlemnents (Swiss i ' !
francs). c oo IS 600.0,...... 600.0
Bank for International Settlements (Bel- | | |
glan francs). ..o vve i ‘ .......... | 35.0...... .0 35.0
T iea | 615.0| $55.02.395.0.. ... 13 o100
Total. .. ..o 810.0 {..475.0 _455.0|. - __35'0| J-3,010.0
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March 1. This debt was fully liquidated in
early March through a Treasury sale of gold
and Swiss franc securities to the Swiss Na-
tional Bank, together with an outright pur-
chase of Swiss francs by the Federal Rescrve
from the Swiss National Bank.

No further drawings on the Swiss Na-
tional Bank were made until May 17, when
the Federal Reserve made a $250 million
equivalent drawing in order to assist return
flows to the New York market of specula-
tive funds that had moved into Switzerland
in anticipation of the revaluation of the
Swiss franc on May 9. During the first half
of August, the Swiss National Bank was
forced to absorb a massive inflow of dollars.
In response to a Swiss request, the Federal
Reserve drew the remaining $350 million
equivalent available under the $600 million
swap line with the National Bank, and after
that facility had been enlarged to $1 billion
on August 12, drew in full the additional
$400 million of Swiss francs thus provided.
Furthermore, the System drew the entire
$600 million equivalent available under the
Swiss franc/dollar swap lines with the BIS,
thereby increasing System commitments in
Swiss francs to a total of $1.6 billion.

As of October 14, $600 million of Fed-
eral Reserve drawings in Belgian francs re-
mained outstanding on the swap lines with
the National Bank of Belgium and with the
BIS. Such swap debt stood at $355 million
on January 27 but was reduced to $230 mil-
lion on January 29 by a U.S. Treasury draw-
ing of $125 million of Belgian francs from
the IMF. As Euro-dollar rates fell sharply
during the first quarter of 1971, an influx of
short-term funds into Belgium necessitated
new Federal Reserve drawings, which rose
to a total of $450 million equivalent by early
April. The speculative crisis culminating in
the floating of the mark in early May forced
the Federal Reserve to draw an additional
$95 million on the Belgian franc swap line,

which was offset to the extent of $55 million
by repayments financed by U.S. Treasury
sales of SDR’s to the National Bank. On
June 21, the Belgian franc swap debt of the
Federal Reserve was reduced from $490
million to $340 million through a U.S.
Treasury'drawing of $150 million of Belgian
francs from the IMF.

Again in latc July and August, however,
heavy speculative flows of funds into
Belgium necessitated $160 million of new
drawings by the Federal Reserve, thereby ex-
hausting the $500 million line with the Na-
tional Bank. On August 12, the facility was
enlarged to $600 million and the additional
$100 million of Belgian francs thus made
available was fully drawn. Finally, on Au-
gust 13, the Federal Reserve drew $35 mil-
lion of Belgian francs from the BIS under the
$1 billion reciprocal line that provides for
swaps of dollars against certain European
currencies other than Swiss francs. This
drawing brought the Federal Reserve swap
commitments in Belgian francs to $635 mil-
lion equivalent. Then in October the Fed-
eral Reserve liquidated a maturing swap
drawing of $35 million by purchasing the
necessary francs in the exchange market,
thereby reducing the debt outstanding to
$600 million.

As previously noted, the German Federal
Bank initiated in early April 1971 a series of
forward mark operations in an effort to
strengthen market confidence in the mark
parity. The Federal Reserve Bank of New
York, dealing for the System account, par-
ticipated in thesc forward mark sales to the
cxtent of $75.7 million. Cover for these
Federal Reserve commitments to the market
was provided in part by balances on hand
and in part by swap drawings totaling $60
million equivalent on the German central
bank. These drawings remained outstand-
ing as of October 14.

The remaining $750 million of Federal
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Reserve swap debt is accounted for by a
drawing in this amount on the swap line
with the Bank of England, executed on
August 13. Here again, this swap debt re-
mained outstanding as of October 14.
Finally, the Federal Rescrve was indebted
as of the beginning of 1971 to the full ex-
tent of the $300 million available under the
swap line with the Netherlands Bank. Dur-
ing the first quarter of 1971 this $300 mil-
lion of Federal Reserve debt, plus another
$25 million of surplus dollars on the books
of the Netherlands Bank, was fully liqui-
dated in a series of special transactions in-
volving (1) a Federal Reserve sale of $75
million equivalent of German mark bal-
ances to the Netherlands Bank, (2) a U.S.
Treasury sale of $25 million of gold and
$100 million of SDR’s to the Dutch authori-
ties, and (3) a U.S. drawing of $125 mil-
lion equivalent of guilders from the IMF.
Again in the late spring, however, the
speculative crisis leading up to the floating
of the mark as well as other factors necessi-
tated new IFedcral Reserve drawings on the
Netherlands Bank in the amount of $250
million equivalent. When the Dutch Govern-
ment allowed the guilder to float on May 10,

prior understandings governing the swap
arrangement with the Federal Reserve, im-
mediately sold sufficient guilders to the
System to enable it to liquidate the $250 mil-
lion equivalent swap commitment. This re-
payment procedurc naturally added to the
uncovered dollars on the books of the Neth-
erlands Bank, and the U.S. Treasury subse-
quently absorbed an equivalent amount of
such dollars through a $150 million sale of
SDR’s on May 21 and a drawing of $100
million equivalent of guilders from the IMF
on June 21.

Despite such heavy swap drawings by the
Federal Reserve during the period under re-
view, the U.S. stocks of gold and other re-
serve assets were severely eroded by the flow
of dolars into foreign central banks. From
January 1 through mid-August a total of
$3.1 billion in such assets was paid out, in-
cluding $864 million of gold, $394 million
of foreign exchange, $480 million of SDR’s,
and $1,362 million taken down against the
"U.S. IMF position.

This substantial use of reserve assets was
supplemented by new issues of U.S. Treasury
foreign - currency - denominated  securities
(Table 3). In March the Treasury issued

the Netherlands Bank, in accordance with $249.7 million Swiss-franc-denominated
TABLE 3
U.S. TREASURY SECURITIES, FOREIGN CURRENCY SERIES
Tu millions of dollars equivalent
Tssues, or redemptions (--)
Out- ‘______ SR e =|  Out-
standing, standing,
Issued to — Jan. 1, 1971 Oct. 14,
1971 I e 1971
I | 111 m
German Federal Bank....................0 §39.6 |...........o.o oo 539.6
German banks, ..o aon e I 1355 | STEEE) EETTPRr [ 135.5
Swiss National Bank..._.............. .. 540.6 A I TR L E I
Bank for International Settlements 2.... ... 150.0 . }288 o :> 158.1
Total . . ....... 1,365.7 _oad i 12,006.4

1 Transactions related to activation by the Swiss National Bank of the revaluation clause covering
all outstanding Swiss-franc-denominated securities of the ULS. Treasury at the time of the Swiss {ranc's

revaluation in May. .
2 Denominated in Swiss francs.

NoTk.--There were no issues or redemptions during the period October 1-14. Discrepancies in

totals result from minor valuation adjustments and from rounding.
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TABLE 4

DRAWINGS AND REPAYMENTS ON FEDERAL RESERVE
SYSTEM BY ITS SWAP PARTNERS

In millions of dollars

Drawings,
or repayments {—)
Drawings |~ | Drawings
Banks drawing on System on System, 1971 on System,
Jan. I, Sept. 30,
1971 1971
1 | 11 111
Bank for Intcrnationat Settlements [ 2.0 6.0]..... 1 .
(against German marks) | i —21.0/-6.0|..... Jro
2.0 6.0).....
Total....................... ERRRREERE .{—-21-0]—6.0..--- } .........

1

certificates of indebtedness to the Swiss Na- ~ GERMAN MARK
tional Bank in order to help repay System  Inflationary trends in Germany, reflecting
swap commitments of $450 million, and in  both demand and wage—push pressures, have
August it issued a $333 million equivalent  been a major concern of the German Gov-
note to that bank to cover the Swiss National ~ ernment since early 1970. Although some
Bank’s dollar purchases of August 13. Asof  fiscal measures were introduced in the sec-
October 14, the total of such securities out-  ond half of 1970, the major burden of the
standing amounted to $2,006 million. The  anti-inflationary effort was assumed by the
Treasury’s only swap operation during the  monetary authorities, who used both inter-
period was under a special $100 million  est rates and reserve requircments to re-
facility with the National Bank of Belgium,  strain monetary and credit expansion. With
entered into and drawn upon in full in May  domestic credit demand pressing against the
and liquidated at maturity in early August.  restricted supply of domestic funds, German
As shown in Table 4, drawings on the  banks began early in 1970 to repatriate for-
Federal Reserve by its swap partners during  eign balances and to borrow additional funds
the period were confined to purely routine  from abroad to meet their customers’ needs.
use by the BIS of one of its lines in connec-  Starting in the spring of 1970 the German
tion with overnight cash needs. Federal Bank had moved to curb such in-
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flows, largely through marginal reserve re-
quirements on the growth of the banks’ for-
eign liabilities, and these measures were
strengthened over the course of the year.
Full freedom remained available, however,
for German business corporations to borrow
directly abroad, particularly in the Euro-
dollar market, to meet their credit needs.
These inflows of short-term funds arc esti-
mated by the Federal Bank to have totaled
some $6.6 billion for the year, more than
Germany’s reserve gain of $6.3 billion for
that period.

In early 1971 the continuing decline in
Euro-dollar rates opened wider arbitrage in-
centives in favor of the mark, and German
corporations further increased their heavy
recourse to foreign financing. By late Janu-
ary the German Federal Bank was again
absorbing substantial amounts of dollars
from the market. Toward the end of Febru-
ary, the uncovered arbitrage incentives in
favor of Germany stood at around 2 per-
centage points on a 3-month comparison,
while the discount on the forward mark was
only about 14 per cent per annum. As an
alternative to cutting domestic interest rates,
but still secking to close this differential, the
Federal Bank in late February asked the
Federal Reserve Bank of New York to offer
3-month forward marks in the New York

791

market, for the account of the German cen-
tral bank.

This operation had the immediate effect
of moving the spot mark rate away from its
ceiling and halting the spot inflow into Ger-
man reserves, and within a few days the
forward mark discount widened to nearly
2 per cent. Meanwhile, however, the under-
lying interest differential had also widened
to around 2%2 per cent owing mainly to a
further decline of Euro-dollar rates, and it
soon became clear that massive sales by the
German central bank would be required to
maintain the forward mark at a sufficient dis-
count. Accordingly, the operation was
phased out by mid-March after $537 million
of forward mark sales. As the spot rate
moved back to its ceiling, the German cen-
tral bank was again forced to take in dollars.

On March 31 the German Federal Bank
Council, in a long-awaited move, cut the
central bank’s discount and “Lombard”
rates by 1 full percentage point to 5 per cent
and 6%2 per cent, respectively, effective
April 1. At the same time, however, the
Council reinforced credit restraint by re-
ducing the banks’ rediscount quotas by 10
per cent. With little easing of domestic
liquidity conditions thus in prospect, bid-
ding for marks surged with strong specula-
tive overtones. Within 3 days, the Federal
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Bank took in more than $1.3 billion in hold-
ing the spot mark at the ceiling and swapped
some $600 million of this inflow out in the
market for 3 months’ delivery.

In this atmospliere of mounting apprehen-
sion, the German central bank sought to re-
assure the market by initiating on April 2 a
new scries of forward operations, offering
3-month marks at the spot ceiling rate. The
Federal Reserve Bank of New York, dealing
for System account, joined in the operation
by offering forward marks at the same rate
in New York after the Frankfurt market had
closed. This concerted intervention had a
calming effect on the market over the next
few weeks, and the spot rate for the mark
soon moved away from the ceiling as funds
began to flow out of Germany on a covered
basis. The carlier influx had helped to pro-
duce ample liquidity conditions in Germany,
and with short-term money market rates de-
clining there while Euro-dollar yields were
now turning upward, near-term arbitrage
incentives shifted in favor of Euro-dollar
placements.

Underlying market nervousness surfaced
from time to time during the month, how-
ever, and the Federal Bank and the Federal
Reserve continued the operation through
most of April—oftering forward marks on
the same basis and doing business nearly
every day. By latc April, these forward sales
by the German central bank had reached
$1.5 billion equivalent, while those by the
Federal Reserve amounted to $75.7 million.
Cover for these Federal Reserve commit-
ments to the market was provided in part by
balances on hand and in part by swap draw-
ings totaling $60 million equivalent on the
German Federal Bank. On April 28, the
German Federal Bank Council decided that
the time had come to withdraw its offer of
forward marks at a fixed rate and to let the
forward rates reach their own level. The
market, already beset by rumors of a devel-

oping rift among European Economic Com-
munity (EEC) nations following a meeting
of the Finance Ministers a few days earlier,
reacted sharply, and both spot and forward
marks were heavily bid.

On April 30, German reserves stood at
$16.7 billion, representing a gain of ncarly
$3.0 billion for the first 4 months of 1971,
while the forward dollar contracts of the
German Federal Bank had risen to $2.7
billion. Over the same period, German cor-
porations had raised close to $4 billion
abroad, representing roughly half of their
total credit needs.

On Monday, May 3, the main German
economic research institutes issued a report
calling for a prompt floating or revaluation
of the mark. Sympathetic reactions to this
report by high-ranking German officials per-
suaded the market that some such move
would soon be forthcoming. In holding the
spot rate at the ceiling, the German Federal
Bank was accordingly flooded with offers of
dollars against marks. Over the 2 days May
3 and 4, the bank had to absorb more than
$1 billion, and on the morning of Wednes-
day, May 5, a further $1 billion was taken in
within the first 40 minutes of trading. At
that point the German Federal Bank sus-
pended its market operations. Although Ger-
man banks were legally free to continue to
deal if they wished, there was no official
fixing, and trading virtually ccased in the
Frankfurt market for the rest of the week.
The mark was still traded elsewhere during
the 3 days, however, and in New York the
rate rose to around $0.2800, or some 1.6 per
cent above the previous ceiling.

On Sunday, May 9, after an inconclusive
meeting of the EEC Finance Ministers, the
German authorities announced that, as an
anti-inflationary mecasure, the trading limits
for the mark would be suspended tempo-
rarily—eflectively allowing the mark rate to
float—although the official parity was to
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remain unchanged. It was also announced
that other measures to fight inflation were
being prepared; these included the reimposi-
tion of a ban on interest payments on large
deposits held by nonresidents, the barring of
foreigners from buying German money
market paper, and the freezing of some
Federal and state government spending. The
Frankfurt market reopened on May 10, and
the mark traded well above its former ceil-
ing—fluctuating sharply in response to both
facts and rumors. Traders generally doubted
that the rate would return to within its old
limits, and the possibility was widely dis-
cussed that the German authorities would
begin to sell dollars in the market at rates
well above the former official ceiling.

By May 24 the spot mark had risen to a
premium of 3.7 per cent above the previous
ceiling but then it began to settle back, as
rising Euro-dollar rates increased the cost
of holding speculative mark positions. On
June 1 the spot rate dropped sharply, but
when the mark weakened further on the
morning of June 2 in Frankfurt, the German
central bank offered to sell dollars in small
amounts at the equivalent of about $0.2803.
This led to an abrupt reversal in the market,
but the German central bank nevertheless
began to sell dollars the next morning. These
sales were not at fixed levels but on the basis
of the most acceptable rates to the Federal
Bank at any given point in time. The opera-
tion was pursued over the following weeks,
resulting in a progressive ratcheting upward
of the mark rate. By mid-June the authori-
ties had sold $1.7 billion, considerably more
than they had taken in under maturing for-
ward contracts from the operations in Febru-
ary and March, and the spot mark had ad-
vanced to a 3.6 per cent premium over the
former ceiling.

The heavy outflow of funds from Ger-
many helped to tighten domestic money
market conditions considerably, and this

tightening was supported by other actions,
including a substantial increase in the banks’
minimum reserve requirements. On June 2,
requirements against domestic liabilities
were raised across-the-board by 15 per cent,
while the requirements against foreign lia-
bilities were lifted to twice the level of the
new domestic rates. With large tax payments
reducing domestic liquidity further, German
interest rates advanced sharply, and by late
June, when the stringency had become
acute, they moved above Euro-dollar rates
for comparable maturitics, maintaining a
substantial edge through July.

These arbitrage considerations, along with
the continuing view in the market that the
prospects were still strong for an even fur-
ther risc in the mark rate, kept the rate buoy-
ant, and it sometimes moved above levels
at which the German Federal Bank was then
willing to sell dollars. Beginning in mid-July,
however, the Federal Bank progressively
lowered its selling rate for dollars and the
mark rate spiraled upward. Over all, from
June 3 through the end of July, the Federal
Bank sold $4.8 billion in the spot market
while it took in a total of $2.7 billion
through maturing forward contracts. Thus,
on balance, its reserves fell by some $2 bil-
lion to $17.0 billion at the end of July.

By late July the spot mark had leveled off
again, to around $0.2890, a 4.9 per cent
premium. But a new upsurge in the rate de-
veloped in carly August, when generalized
speculation against the dollar developed in
full force. As the mark rose, the German
Federal Bank stopped offering dollars. On
August 12, with the market beset by rumors
of a new parity being sct at even a higher
level, the rate jumped to a premium of 7.6
per cent, and the Federal Bank stepped in on
the other side of the market and purchased
a modest amount of dollars.

After President Nixon's address on Au-
gust 15, formal exchange dealings were sus-
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pended in Germany through the full week
of August 16-20. During the week, con-
sultations proceeded within the EEC coun-
tries as to the basis under which the markets
would be reopened. With no agreement
reached among the EEC members on a com-
mon exchange policy, the German Govern-
ment reopened the market on August 23
with the mark rate floating as before. With
trading volume continuing at generally re-
duced levels, the mark ratc fluctuated closely
around a premium of 7 per cent until mid-
September, after which it rose sharply to as
high as a 10 per cent premium prior to the
IMF meeting. The German Federal Bank
then began to intervene in both spot and for-
ward markets to moderate the rise in the
rate. By carly October the mark rate had
backed oftf somewhat to a premium of
around 9.5 per cent.

Sterling showed increasing strength as 1971
began, with the spot rate moving in January
from below parity to near its $2.42 upper
limit. Britain’s current-account balance of
payments was still in surplus, and seasonal
factors are favorable early in the year. The
dominant source of demand for sterling,
however, was a growing inflow of interest-
sensitive funds, coupled with the pressures
arising from heavy tax payments against the
background of a severe credit squeeze and
reduced corporate liquidity. Domestically,
economic activity had turned sluggish, but
at the same time the U.K. authorities were
faced with sharply rising wages and prices.
To counter the inflationary pressures, the
authoritics had been maintaining a firm grip
on domestic monetary conditions, and Brit-
ish interest rates moved up in early 1971,
At the same time, interest rates clsewhere
were declining, particularly in the United
States and in the Euro-dollar market,

By late 1970 Euro-dollar rates already

had moved below rates on comparable ster-
ling instruments, and the further decline in
early 1971 widened the gap even more. In
January, the British authorities moved to
reduce the resulting inflows of funds by
modifying the exchange control regulations
so as to restrain new foreign currency bor-
rowings by British corporations for domestic
use. Throughout the first quarter, with per-
sistent rumors that the Bank of England’s
discount rate would be cut (it had been held
at 7 per cent since April 1970), heavy de-
mand developed for British Government se-
curities, while seasonal tax payments further
absorbed liquidity. The inflows from abroad
continued and, with sterling holding near its
upper limit, the Bank of England took in a
large volume of dollars through February
and March.

From the reserve gains in the first quarter,
the U.K. authorities were able to repay more
than $1.6 billion of international credits,
thereby fully liquidating their indebtedness
to all monetary institutions other than the
IMF. Among the repayments made during
the quarter were the remaining $226 mil-
lion of credits under the 1966 Basle arrange-
ment (of this, $76 million was shared
equally by the U.S. Treasury and the Federal
Reserve) and $99 million to the same U.S,
agencics representing the last portion of
sterling which had been held on a covered or
guaranteed basis. In addition, on March 31
the United Kingdom liquidated prior to ma-
turity $685 million of its obligations to the
IMF. Even after these very large repay-
ments, British official reserves rose during
the first quarter by $190 million, excluding
the $299 million allocation of SDR's and
$500 million that was transferred into later
months through special arrangements.

On March 30, the British Government
presented to Parliament a moderately cx-
pansionary budget, which was generally well
received in the market. The fiscal measures
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were to be accompanied by a small relaxa-
tion of the ceilings on bank credit expansion.
Subsequently, on April 1, the Bank of Eng-
land cut its discount rate from 7 per cent
to 6 per cent. The Bank noted that the move
was intended to bring British domestic yields
into closer harmony with rates abroad
(which had fallen substantially since the
beginning of the year). British interest rates
immediately came down and, with Euro-
dollar rates simultaneously firming, the gap
between domestic and international rates
was sharply reduced. The subsequent easing
in the spot sterling rate was only short-lived,
however, as demand arising from oil royalty
and tax payments soon pushed the rate to
the ceiling again.

Meanwhile, the U.K. current-account po-
sition was improving strongly, from the
strike-reduced $82 million surplus of the first
quarter to a record of $792 million for the
second quarter. Although this swing re-
flected in part a distortion of the trade figures
as a result of strikes, such deferred commer-
cial demand for pounds kept sterling buoy-
ant at a time when it usually begins to case
with the passing of favorable seasonal fac-
tors. Fluctuations in the sterling rate during
that period mainly reflected the changing
relationship between domestic interest rates
and rates in the Euro-dollar market. With
interest rates holding fairly steady in Lon-
don, the tightening of the Euro-dollar
market late in May exerted some downward
pressure on the pound, but when Euro-
dollar rates moved lower in June sterling
came into demand again.

During thc second quarter, British re-
serves posted a further gain of $303 million,
while $1.2 billion was shifted into later
months again through special arrangements.
These gains, and the continued strength of
sterling, enabled the United Kingdom to
make a further paydown on its IMF obliga-
tions. On July 19, Charcellor Barber an-
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nounced that the United Kingdom would re-
pay the remaining $614 million owed to the
IMF under the June 1968 drawing. The re-
payment was carried out on August 9, con-
currently with a large French repayment to
the Fund. This left outstanding only the $1
billion drawn by the United Kingdom under
the 1969 standby arrangement with the
IMF.

Trading in sterling remained orderly in
July, but in the first days of August the
pound was caught up in the general wave of
speculative demand that hit all major for-
eign currencies. With the sterling rate
pressed against its upper limit, the Bank of
England had to absorb large amounts of
dollars from the market, To provide cover
for this inflow, on August 13 the Federal
Reserve activated the swap line with the
Bank of England, drawing $750 million
equivalent of sterling.

On the Monday following President Nix-
on’s statement of August 15, the British
authorities closed their market by prohibit-
ing their banks from dealing in foreign ex-
change, and the prohibition was extended
cach day of that week. As an interim meas-
ure, however, the Bank of England allowed
banks to lend foreign currencies to resi-
dents for payment to nonresidents. Dur-
ing that week trading in sterling was very
thin in New York and on the Continent, with
wide swings in quotations. On Monday, Au-
gust 23, the London market was reopened
on the basis of the $2.42 upper limit being
suspended temporarily, while the parity of
the pound and the lower limit remained un-
changed. On subsequent days, with trading
gradually recovering, the sterling rate moved
to as high as $2.4830 on August 26, a pre-
mium of 2.5 per cent over the ceiling, before
backing off.

Following the floating of the Japanese
yen, the British authorities feared a renewed
speculative influx into sterling. Conse-
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quently, the Bank of England announced on
August 27 new measures to deter hot money
inflows. These included a prohibition of in-
terest payments by banks in the United King-
dom on increases in sterling balances held
by non-sterling-area depositors, and a com-
plete ban on additional nonresident deposits
with other financial institutions and local
authorities. Nonresidents were also pro-
hibited from purchasing additional sterling
certificates of deposit as well as Government,
Government-guaranteed, and local authority
securities maturing before October 1, 1976.
Finally, permission for the banks to swap
foreign currency deposits into sterling for
lending to residents was withdrawn. The
sterling rate fell sharply after that to around
$2.45%5, about 1.5 per cent above the pre-
vious ceiling. On the following Thursday,
September 2, the Bank of England reduced
its discount rate from 6 per cent to 5 per
cent. (On the same day, the reserve figures
for the end of August were released, indicat-
ing a gain of $937 million after the $614
million repayment to the IMF.)

The bank rate cut was followed by a drop
in domestic interest rates, but Euro-dollar
rates fell even more rapidly. This may have
contributed to keeping sterling firm, the spot
rate fluctuating around $2.46 until mid-
September. By that time the volume of cur-
rent commercial business had recovered, but
transactions related to capital movements,
in contrast, had practically dried up. With
the approach of the IMF mcetings, however,
the sterling rate strengthened and in Septem-
ber, British official reserves rose by $206
million. Also during September the British
Treasury announced the rencwal for 2 years
of the $2 billion second sterling-balances
arrangement of 1968 with the BIS, under
which the Bank of England can obtain cred-
its to offset reductions in the sterling bal-
ances—both oflicial and private—of ster-
ling-area countries.

The upswing in the sterling rate continued
into early October, when in active trading,
the spot rate rose above $2.49, to a 3 per
cent premium over the previous ceiling. On
October 6, the British authorities announced
a further tightening of the exchange controls
introduced at the end of August. The carlier
ban on additions to the holdings by non-
sterling-area residents of specified securities
was extended to all such securities, irrespec-
tive of maturity, as well as to sterling accep-
tances, commercial bills, and promissory
notes. After a brief dip in response to these
steps, sterling moved back close to the $2.49
level.

SWISS FRANC

The Swiss franc rate rose steadily in early
1971, as strong domestic credit demand ab-
sorbed bank liquidity while a continuing de-
cline in Euro-dollar rates rcduced the incen-
tive to place funds abroad. By late February
the franc rate reached the ceiling and the
Swiss National Bank had to absorb $150
million. To provide cover for this intake, on
March 1 the Federal Reserve drew an equiv-
alent amount of francs under the swap ar-
rangement with the Swiss National Bank;
since $300 million drawn under the swap
line in October 1970 was still outstanding,
this brought the System’s commitments in
Swiss francs to $450 million. This debt was
liquidated in early March through a com-
bination of a U.S. Treasury sale of $75 mil-
lion of gold and $250 million of Swiss-franc-
denominated securities to the National
Bank, which also agreed to scll outright
$200 million equivalent of Swiss francs to
the Federal Reserve. The System was
thereby able to pay off the entirc $450 mil-
lion equivalent of swap drawings outstand-
ing.

Even after the injection of liquidity re-
sulting from the National Bank’s purchase
of dollars in late February, the Swiss franc
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rate remained strong throughout March.
Late in the month, the National Bank helped
the Swiss banks mect their quarter-end needs
by entering into a total of $470 million of
swaps and also rediscounting domestic paper
for them. Despite this assistance, however,
the spot rate moved to the National Bank’s
intervention point by the end of the month.

When the German mark became subject
to speculative pressure in the first days of
April, speculative demand developed for the
Swiss franc as well. On April | the Swiss
Parliament transferred to the Government
the authority to change the franc’s parity,
and there were rumors that the Government
would immediately avail itself of this new
power by revaluing the franc. As a result,
the National Bank had to purchase $390
million, net, in the first half of the month,
before tensions moderated somewhat. The
casing was short-lived, however, as the ex-
change market atmosphere  deteriorated
sharply late in April when the Swiss franc
was caught up in the wave of speculation
centered on the mark.

Since a large share of Swiss trade is with
Germany, the prospect of a further possible
revaluation of the mark, or of a rising float-
ing rate, led many traders to expect that the
Swiss Government, alrecady struggling with
inflation, would follow a German move.
With the spot franc driven to the ceiling in
early May. the National Bank’s dollar pur-
chases mounted rapidly. On the morning of
May 5 the National Bank took in $600 mil-
lion and, when the German Federal Bank
suspended its operations, the Swiss authori-
ties immediately did the same. Later that
day, in New York, the spot franc rose in
heavy trading to around $0.2400 and fluctu-
ated widely over the following 2 days, as the
market awaited the decisions that might
emerge over the weekend.

On Sunday, May 9, the Swiss authoritics
announced a 7.07 per cent revaluation of the

franc, to a new par value of $0.2448%, the
first change of the franc’s external value in
35 years. The new intervention limits were
formally set at $0.24037% and $0.249334,
or at 1.8 per cent on cither side of the new
par. The change in the Swiss franc’s parity
activated the revaluation clauses on all Swiss
franc-denominated U.S. Treasury sccurities
issued to the Swiss National Bank—cither in
its own name or that of the Swiss Confedera-
tion—and to the BIS. Conscquently, the Na-
tional Bank sold to the U.S. Treasury 4,110
million Swiss francs at the franc’s old ceiling
($0.2328%4 ) for $956.9 million. The Trea-
sury, in turn, redeemed all its Swiss-franc-
denominated securitics, and replaced them
simultaneously with new securities for the
same Swiss franc amounts, selling the franc
proceeds to absorb $989.3 million from the
National Bank.

When the market reopened on May 10,
the spot franc traded just below the new
parity, but there was no reversal of the ear-
lier large inflows. The exchange markets re-
mained very uneasy and, despite extremely
liquid monetary conditions in Switzerland,
Swiss banks were reluctant to shift funds
into the Euro-dollar market. In view of the
potentially wide swings of the spot rate, un-
covered placements were risky, while [or-
ward cover was not available in large
amounts at attractive rates. Under these con-
ditions, the National Bank sought means of
exerting a calming influence on the market
and of absorbing excess Swiss franc liquid-
ity.

As a first step, an arrangement was
worked out between the National Bank and
the Federal Reserve, using the BIS as inter-
mediary. On May 17, the National Bank
sold $250 million to its commercial banks
on a 3-month swap basis, on the understand-
ing that the banks would deposit these funds
with the BIS which, in turn, would invest
them in certificates of deposit (CID’s) of
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U.S. banks, thereby avoiding an increase in
the supply of Euro-dollars. Cover for this
operation was provided by means of a Fed-
eral Reserve swap drawing of $250 million
equivalent on the line with the Swiss Na-
tional Bank. (The National Bank was not
authorized at that time to undertake forward
market operations on its own account; a bill
authorizing it to do so had been proposed to
Parliament and was subsequently passed in
late June.)

Late in May, the National Bank gave as-
surance to the banks that it would maintain
an effective ceiling for the Swiss franc of
$0.2463 and a floor of $0.2433 (0.6 per
cent above and below par, respectively).
With their potential spot exchange risks
thus reduced, the banks began to purchase
substantial amounts of dollars from the cen-
tral bank. Moreover, with Euro-dollar yields
rising sharply toward the month-end, addi-
tional funds flowed out of Switzerland, and
the franc rate dropped sharply until it almost
reached the informal lower intervention level
on June 1.

On June 2, however, after the German
Federal Bank offered to scll dollars at a
rate well above the previous mark ceiling,
the Swiss franc rebounded along with other
European currencies and held close to par
until mid-June. Then, as some covering of
short dollar positions developed, an easier
tone set in and the spot rate declined mark-
cdly. (Following its normal practice, the
National Bank provided swaps to assist the
banks over the midyear statcment period,
the total in June reaching $607 million.)
Nevertheless, the rate did not rcach the point
at which the National Bank had indicated it
would sell dollars. During that month, and
again in July, in two transactions of $50
million each the U.S. Treasury sold gold to
the National Bank to absorb some of the
dollars the Bank had purchased in May.

There was little change in the market at-

mosphere in July. Over-all, in the 2 months
that followed its revaluation, the Swiss franc
had been little affected by the various specu-
lative forays in other exchange markets, but
this relative quiet was broken in carly Au-
gust. With other major continental curren-
cies partly insulated by either exchange con-
trols or floating rates, the Swiss franc began
to bear the brunt of the speculative attack
against the dollar. On August 4, after the
French authorities moved to halt inflows to
their country, demand for Swiss francs
surged and the rate moved quickly from par
to the level at which the Swiss National
Bank was prepared to buy dollars. Demand
swelled further on the following day, and
the National Bank took in a total of more
than $400 million. Meanwhile, however, the
National Bank had negotiated an agreement
with the Swiss banks under which, in the
event of massive speculative inflows, it could
prohibit the payment of interest on addi-
tional short-term deposits in francs by non-
residents and require the banks to hold up
to 100 per cent reserves against such funds;
this arrangement was to go into effect on
August 20.

On Monday, August 9, the National Bank
announced that the franc proceceds of any
further dollar sales to it would be placed in
blocked accounts for 10 days—that is, until
the agreement with thc banks to sterilize
inflows would be implemented—but the
Swiss authorities were faced with further
massive offers of dollars on every day that
week, during which they absorbed a fur-
ther $1.7 billion. In response to the National
Bank’s request to cover thesc inflows, the
Federal Reserve drew the remaining $350
million equivalent available under the $600
million swap line with the National Bank
and, after that facility had been enlarged to
$1 billion on August 12, drew in full the
additional $400 million of Swiss francs thus
provided. Furthermore, the System drew the
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entire $600 million equivalent available
under the Swiss franc/dollar swap line with
the BIS. Thesc drawings raised System com-
mitments in Swiss francs to a total of $1.6
billion. Finally, to absorb the National
Bank’s intake of August 13, the Treasury
issued to it a $333 million Swiss-franc-
denominated note.

After the U.S. measures of August 15, the
Swiss National Bank suspended its exchange
operations during the week of August 16—
20, although commercial banks carried on
limited dealings among themselves for im-
mediate needs. When the other European
markets were opened on August 23, the
Swiss National Bank kept its market oflici-
ally closed; this left the Swiss franc effec-
tively floating, since the commercial banks
remained free to trade in foreign currencics.
In the general uncertainty and nervousness
that prevailed in the markets, the franc rate
rose sharply to 3 per cent over the previous
informal ceiling by August 26. That day the
National Bank announced it had reached an
agreement with the three large Swiss banks
to discourage speculative inflows. Under the
terms of this agreement, the banks would
buy a daily maximum of $2 million from
any one customer when the spot rate was
between $0.2525'4 and $0.25313 and $1
million at rates of $0.25315% or higher. The
franc proceeds of any sale in excess of these
amounts would be blocked in non-interest-
bearing accounts for 3 months.

The following day the National Bank
reached an agreement with the Swiss Bank-
ers’ Association to extend the interest pay-
ment ban on foreign funds that had flowed
into Switzerland since July 31 to all franc
placements; originally, the ban had applied
only to funds with a maturity of less than
6 months. These and earlier restrictions on
dealing in francs, along with the uncertain-
ties generated by an effectively floating rate,
kept both the size and the number of trans-

actions far below normal. Speculative flows
especially were sharply curtailed by the Na-
tional Bank’s regulations. In addition, with
the rise in Euro-dollar rates and the down-
ward drift of the German mark, the spot
franc backed away sharply, reaching by Sep-
tember 1 the $0.2500 level. On September 8
the Swiss Government asked Parliament for
emergency authority to take various addi-
tional measures to defend the franc if this
should again become necessary, including
the power to impose negative interest rates
on hot money inflows and to declarc the
present voluntary agreement with the large
banks to be legally binding on all Swiss
banks. The franc rate firmed in mid-Septem-
ber, but trading remained generally quiet
through early October.

DUTCH GUILDER

In 1970 the Dutch economy continued to
suffer from inflationary wage and price
trends, leading to a deterioration in the cur-
rent account of the balance of payments. As
in other European countries, the Dutch
authorities had relied heavily on monetary
policy to curb excess domestic demand.
While credit conditions were thus kept tight
in the Netherlands, interest rates in the
Euro-dollar market were declining. On sev-
cral occasions during the autumn and winter
months, the short-term uncovered interest-
arbitrage comparison shifted in favor of
guilder placements. Moreover, in the second
half of 1970, heavy foreign demand had
developed for guilder-denominated bond
issues being floated in the Dutch and inter-
national capital markets. Therefore, even
though the Dutch current account was mov-
ing into deeper deficit, a massive inflow of
both short- and long-term capital held the
spot guilder rate at or near its ceiling through
most of the second half of 1970, and Dutch
oflicial reserves grew by $551 million in
that period.



800 FEDERAL RESERVE BULLETIN o OCTOBER 1971

As was related in the preceding report,
the Federal Reserve provided cover for the
central bank’s dollar intake by drawing, dur-
ing the second half of 1970, the full $300
million equivalent available under the swap
facility with the Netherlands Bank. In view
of the sustained strength of the guilder dur-
ing the course of the first quarter of 1971,
this $300 million of Federal Reserve debt—
plus another $25 million of surplus dollars
on the books of the Netherlands Bank—was
fully liquidated in a series of special trans-
actions involving (1) a Federal Reserve
sale of $75 million equivalent of German
mark balances to the Netherlands Bank, (2)
a U.S. Treasury sale of $25 million of gold
and $100 million of SDR’s to the Dutch
authorities, and (3) a U.S. drawing of $125
million equivalent of guilders from the IMF.

Early in 1971, liquidity in the Dutch
market remained tight, contrary to the usual
seasonal easing, and the spot guilder rate
held close to the ceiling. Under these cir-
cumstances the Netherlands Bank initiated
a new series of swaps with Dutch commer-
cial banks, offering to buy dollars spot
against sale for delivery in 3 months’ time
at rates favorable to the banks. These market
swap transactions were continued into early
March and amounted to some $380 million.
At that point the Amsterdam money market
turned more liquid and, with Dutch interest
rates falling sharply in mid-March while
Euro-dollar rates stabilized, the uncovered
arbitrage incentives shifted substantially
against guilder placements, leading to a
softening of the spot rate.

Even though the Netherlands Bank was
thus able to avoid intervening in the spot
market for a considerable period of time, it
acquired a substantial amount of dollars on
March 31 when, in connection with the
United Kingdom’s repayment to the IMF,
the Bank of England purchased $110 mil-
lion of guilders from the Dutch authorities.
At that time, the Federal Reserve reactivated

its swap line with the Netherlands Bank,
drawing $130 million of guilders to provide
cover both for the dollars bought from the
Bank of England and for $20 million of bal-
ances that were in excess of the Netherlands
Bank’s usual level of uncovered holdings.

In early April, when bidding for German
marks surged, with strong speculative over-
tones, the guilder also came into demand.
The spot guilder returned to the ceiling, and
the Netherlands Bank was obliged to inter-
vene. The Federal Reserve covered the in-
take through an additional swap drawing of
$40 million equivalent. In order to reduce
the incentive for further inflows, effective
April 5 the Netherlands Bank lowered its
discount rate from 6 per cent to 5%2 per
cent. With the Amsterdam money market
highly liquid following the carlier influx, the
spot guilder moved away from its $0.2783 2
ceiling and traded at lower levels for a few
weeks. This liquidity began to be reab-
sorbed, however, when Dutch banks had to
pay guilders over to the central bank at the
maturity of the swaps entered into carly in
the year; although the guilder exchange ratc
firmed as a result, the central bank did not
have to purchase dollars outright.

In the last days of April, however, the
guilder was caught up in the spreading spec-
ulative demand for European currencies.
The spot guilder rose to the ceiling, and on
May 3 and 4 the Netherlands Bank absorbed
dollars on a rapidly rising scale. These were
covered by a Federal Reserve drawing of
$80 million, which brought System swap
commitments to the Netherlands Bank up
to $250 million. In the heavy trading of the
morning of May 5, the Netherlands Bank
purchased $240 million before halting
market intervention. Formal trading re-
mained suspended in the Netherlands for the
remainder of the week, while in New York
the guilder floated to a slight premium over
its ceiling.

On Sunday, May 9, the Dutch Govern-
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ment, following a similar move by Germany,
announced that the Netherlands Bank was
temporarily withdrawing its buying and sell-
ing rates for the dollar, effectively allowing
the guilder to float. Simultancously with
the Dutch Government’s decision to float the
guilder, the Netherlands Bank, in accord-
ance with understandings governing the
swap arrangement with the Federal Reserve,
sold suflicient guilders to the System to
cnable it to liquidate the $250 million
equivalent of swap commitments. This re-
payment procedure added to the uncovered
dollars on the books of the Netherlands
Bank, and the U.S. Treasury subscquently
absorbed the dollars through a $150 million
sale of SDR’s on May 21 and a drawing of
$100 million equivalent of guilders from
the IMF on June 21.

When the Dutch cxchange market re-
opencd on May [0, the guilder began trad-
ing at a premium of 1.8 per cent over the
previous ceiling but, even though the Am-
sterdam moncy market was extremely liquid,
virtually no unwinding of speculative posi-
tions took place. In the next few weceks the
guilder moved in sympathy with the German
mark, although at much smaller premiums,
fluctuating in the New York market between
1.0 per cent and 2.0 per cent over its previ-
ous ceiling. Late in May, with the Dutch
money market remaining casy and Euro-
dollar rates rising sharply, the guilder rate
cased back toward its previous ceiling. At
that time the major Dutch banks agreed to
ceasc paying intercst on nonresident demand
deposits, and on June 1 the Dutch authori-
tics moved further to discourage inflows of
foreign short-term funds by barring non-
residents from purchasing Dutch Treasury
paper and guilder-denominated bankers’
acceptances.

When the German Federal Bank cntered
its market as a seller of dollars early in
June, the guilder strengthened in sympathy
with the sharp upward reaction of the mark
rate. The Netherlands Bank remained out

of the exchange market, however, and the
guilder rate thercafter fell back cven though
the mark moved progressively higher. Aftcr
further fluctuations, the guilder rate settled
at around 0.7 per cent above the former
ceiling from mid-June through carly July.

By that time the Netherlands Bank still
held nearly $250 million of surplus dollars,
most of which had been purchased on May
5. In order to absorb part of these dollars,
the U.S. Treasury sold to the Dutch authori-
ties $100 million of SDR’s on July 16, and
it absorbed a further $150 million in con-
nection with a larger drawing of guilders
from the Fund on August 9. On that day,
the British and French repayments to the
IMF included a large allotment of Dutch
guilders, amounting to $297 million equiv-
alent, which would be purchased from the
Netherlands Bank and would result in a
further increase in the bank’s dollar reserves.
Consequently, the Treasury agreed to draw
a total of $447 million equivalent of guilders
from the Fund.

In July and carly August, with the gen-
eral deepening of uncertainties in the cx-
changes, the guilder rate began to rise again,
reaching 4.3 per cent over the previous ceil-
ing on August 13. In the week of August
16-20, the Dutch exchange market was
closed, and Dutch and foreign banks dealt
guilders only in limited amounts to meet
customers’ immediate nceds. In New York,
the rate touched $0.2950, 5.3 per cent over
the ceiling at one point. The Dutch authori-
tics continued to permit the guilder rate to
float when the Amsterdam market reopened
on August 23, but, under an agreement be-
tween the Netherlands and Belgium, the
central banks of the two countries stood
ready to intervenc in order to maintain the
cross rates between their currencies within
the limits of 1.5 per cent on cither side of
the ollicial parities. By ecarly September, the
guilder rate was holding at just over $0.2900
—some 4.2 per cent above the former ceil-
ing—while, operating under the new agree-
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ment providing for the linking of the Bene-
lux currencies, the Netherlands Bank
supported the cross rate by buying Belgian
francs.

In September the Dutch authorities took
additional steps to discourage capital in-
flows. Effective September 6, a so-called
“closed circuit for bonds” was introduced
whereby purchases by nonresidents of
guilder-denominated bonds can be effected
from residents only with guilders obtained
through the sale of such bonds by nonresi-
dents to residents. Effective September 15,
the Netherlands Bank lowered its discount
rate by 2 percentage point, to 5 per cent,
explaining that the reduction had been made
in support of the measures directed at coun-
tering foreign capital inflows. The spot
guilder rate nevertheless rose strongly in the
second half of September, moving up along
with most other European currencies, and
it held around $0.2975, almost 7 per cent
over the former ceiling, through early
October.

BELGIAN FRANC

Through most of 1970, the Belgian franc
had been bolstered by a growing payments
surplus on current account and by an influx
of short-term funds. The Belgian authorities,
struggling to contain inflation, kept interest
rates firm in the face of declining rates
abroad. Late in the year, however, the Na-
tional Bank cut its discount rate twice, but
in early 1971 the renewed decline of Euro-
dollar rates again opened wide interest
differentials in favor of Belgium. The Bel-
gian authorities then moved to absorb,
mainly through domestic borrowings by the
Belgian Treasury, some of the domestic
liquidity that was being created by the capi-
tal inflows, and took the opportunity to
further reduce Belgium’s official borrowings
in foreign currencies. The National Bank’s
dollar reserve gains continued, however, and

the Federal Reserve covered these gains by
drawings on the swap arrangement. As
noted in previous reports, the System had
initiated drawings on the Belgian franc line
in June 1970, and at the year-end such
drawings stood at $210 million. After rising
to $355 million by January 27, the System’s
swap debt was reduced to $230 million on
January 29, through use of $125 million
equivalent of Belgian francs drawn by the
U.S. Treasury from the IMF. By early
March, however, the System’s swap com-
mitments had risen to $420 million equiv-
alent.

By that time, however, the value-added
tax, introduced in Belgium at the beginning
of the year, started to have its expected
effects on Belgian trade. Prior to the tax,
importers had run down their inventories
and now they were rebuilding them, with
the result that the trade account had swung
into deficit in February. Moreover, the large
injections of liquidity resulting from capital
inflows had eased domestic money market
conditions and, with Euro-dollar rates bot-
toming out in mid-March, demand for Bel-
gian francs eased somewhat. On March 24,
the National Bank of Belgium moved to
limit future inflows of funds—and their
effects on domestic credit expansion—by
reducing its discount rate 2 percentage
point to 6 per cent, by asking the banks to
exercise restraint in enlarging their net ex-
ternal liability positions, and by extending
through September its quantitative restric-
tions on the expansion of short-term bank
credit.

Late in March, however, the Belgian
franc was caught up in the general specula-
tion in European currencies, and the Na-
tional Bank again began to absorb dollars
from the market. On April 7 the Federal
Reserve drew an additional $30 million
equivalent on its swap line with the National
Bank to cover part of the inflow, thereby
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increasing total drawings to $450 million.
In addition, the National Bank acquired $50
million through a sale of Belgian francs to
the Bank of England, which needed the
francs in connection with a debt repayment
to the IMF on March 31. The U.S. Treasury
absorbed these dollars by selling $25 million
of SDR’s and $25 million of gold to the
National Bank.

Exchange market uncertainties led to new
inflows in the latter part of April and in
early May. The underlying situation had
not changed—Belgian trade was still in
deficit on a customs basis—but leads and
lags built up in favor of the franc, holding
the oflicial rate at the National Bank’s inter-
vention point and adding to official reserve
gains. The pressures came to a head on
Wednesday, May 5, when the National Bank
took in $100 million before joining scveral
other continental European central banks in
suspending trading. The Brussels market
remained closed until the following Tuesday
when the Belgian authoritics announced
modifications in the two-market exchange
system for the franc, resulting in a complete
separation of commercial and financial
transactions. The National Bank would
maintain the existing official intervention
levels for commercial transactions, but all
capital flows, whether inward or outward,
as well as private transfers and tourist trans-
actions were to pass through the financial
franc market, which would not be sup-
ported. (Previously, capital imports could
be converted through either the official or
the financial franc markets, although capital
exports by residents were permitted to move
only through the latter.)

Meanwhile, there was the question of
dealing with the reserve gains of the Na-
tional Bank in late April and early May,
which amounted to more than $250 million.
This was accomplished through a series of
transactions between May 10 and May 24:

(1) the U.S. Treasury sold $55 million of
SDR’s and $85 million of gold to the Na-
tional Bank of Belguim; (2) the Treasury
established and drew in full a special $100
million swap facility with the National Bank;
(3) the Federal Reserve made two swap
repayments and onc new drawing which
resulted in a $10 million net increase in
drawings outstanding. Then at the end of
the month, when there was a further inflow
of funds to Belgium, the System made an
additional drawing of $30 million, bringing
total swap commitments outstanding under
the Federal Reserve line to $490 million
equivalent.

Market expectations of a revaluation of
the Belgian franc were on the wane at the
end of May. Moreover, ample liquidity
conditions in Brussels began to cxert a drag
on the franc rate and, as Euro-dollar rates
rose, very large uncovered differentials
opened up over Belgian money market rates.
Then, on June 3 the National Bank re-
quested that any increase in the Belgian
commercial banks’ net external liability posi-
tions above the levels prevailing at the end
of May be matched by non-interest-bearing
Belgian franc deposits with it. The Belgian
banks accordingly began to shift funds
abroad as offsets to their liabilities. In the
oflicial market the spot franc rate dropped
to par by June 17, at which point the Na-
tional Bank intervened in the market with
a small sale of dollars to halt the decline.
The financial franc, which had commanded
a premium of roughly 1 per cent over the
official franc ceiling in mid-May, fell even
further until it was trading at par with, and
at times below, the official franc rate.

The Belgian franc rate stayed below the
ceiling through early July. Trading was very
thin, however, and did not provide an op-
portunity for a reduction in the Federal
Reserve’s swap drawings. In order to enable
the Federal Reserve to liquidate some of its
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commitments, the U.S. Treasury acquired
on June 21, in a multicurrency drawing
from the IMF, $150 million of Belgian
francs; these francs were used to reduce
System swap drawings on the National Bank
to $340 million equivalent.

The wave of speculation that hit the ex-
changes later in July and continued into
the first half of August spilled over into the
Belgian franc market and, with the franc
rate pushed back to the cciling, the National
Bank of Belgium was obliged to absorb
nearly $350 million. Moveover, on August
9, the British and French repayments to the
IMF included a large allotment of Belgian
francs, amounting to $315 million equiva-
lent. Since the francs would be purchased
from the National Bank, thereby increasing
the bank’s dollar reserves, the Treasury
agreed to absorb the dollars by a simul-
taneous drawing on the Fund. The Treasury
also agreed to repay at the same timec the
$100 million equivalent drawn in May
under its special swap line with the National
Bank, using additional francs drawn from
the IMF, so that the total Fund drawing
amounted to $415 million. To cover the
National Bank’s large dollar intake from the
market, the System drew $65 million on
the swap line in late July and a total of $95
million in early August, thercby exhausting
the $500 million line with the National
Bank. On August 12 the facility was cn-
larged to $600 million, and the additional
$100 million of Belgian francs that thus
became available was drawn in full. Finally
to cover the dollar gains of the National
Bank on August 13, the Treasury sold $50
million of SDR’s and the Federal Reserve
drew $35 million of Belgian francs from the
BIS, under the $1 billion reciprocal line
which provides for swaps against certain
European currencies other than Swiss
francs. This drawing brought the Federal
Reserve’s swap commitments in Belgian
francs to $635 million equivalent.

Following President Nixon’s speech on
August 15 the Belgian authorities closed
their exchange market, and it remained
closed for the following week. After the
EEC dccision to open markets again on
August 23, the Belgian Government decided
to allow the official franc as well as the
financial franc to float. Once the market
opened, the rates in the two tiers tended to
come together for an effective appreciation
above the former official ceiling of a little
more than 2.5 per cent. In addition, Belgium
entered into an agreement with the Nether-
lands to limit the variation in the cross rate
between the Belgian franc and the guilder
to 1.5 per cent on cither side of their official
parities.

Trading in the Belgian franc turned
quicter during the remainder of August and
through mid-September. In view of the
changed conditions since the floating of the
Belgian franc, the National Bank suspended
on September 15 its request of last Junc
that any increase in the Belgian commercial
banks’ nect external liability positions be
matched by non-interest-bearing Belgian
franc deposits with it, and the funds that had
becn blocked under that measure were re-
turned to the banks. Similarly, the earlier
request, made in March, that the banks
exercise restraint in their foreign borrowing
was also suspended. A few days later, the
National Bank announced that the quantita-
tive restrictions on the expansion of short-
term bank credit, which in March had been
extended through the end of September,
would be allowed to expire at that time since
the risk of inflationary excess demand for
goods and services had been sharply re-
duced. Finally, the National Bank lowered
its discount rate from 6 per cent to 52
per cent, effective September 23.

In the latter part of September the franc
rate advanced to a premium of around 6 per
cent over the former ceiling, largely in re-
sponse to the general bidding-up of Euro-
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pean currency rates as a hedge against a
possible realignment of currency values
during the IMF annual meeting, and re-
mained firm in early October. On October
12, the Federal Reserve reduced its swap
indebtedness to the National Bank by $35
million, to $565 million equivalent, using
francs purchased in the market.

FRENCH FRANC

The French balance of payments on a cash
basis had been in sizable surplus in 1970, on
both current and capital accounts, and con-
tinucd strong as 1971 began. Although the
repatriation of French funds from abroad
had tapered off over the course of last year,
additional inflows had developed in response
to favorable interest-arbitrage incentives.
The French authorities had moved cau-
tiously to ecase monctary policy, but with
Euro-dollar rates falling sharply, wide dif-
ferentials opened on several occasions in
favor of franc placements over Euro-dollars.
In latc 1970 and carly 1971 the Bank of
France repeatedly reduced its domestic in-
tervention rates to narrow the interest-
arbitrage spreads. Even so, the combination
of the strong underlying payments position
and the continuing inflows led to fairly per-
sistent demand for French francs in the
exchanges in the early months of 1971. The
franc rate fluctuated in a narrow range near
its upper limit throughout the first quarter,
during which French reserves rose by $369
million, excluding the allocation of SDR’s.

An casier tone developed for the franc in
carly April, as the French authoritics al-
lowed the risc in Euro-dollar rates to reduce
the arbitrage incentives in favor of franc
placements. Toward the end of April, how-
ever, the usual month-end demand for francs
was augmented by hot money inflows, re-
flecting mounting tensions in the exchange
markets. The spot franc rate was pushed to
the ceiling and the central bank had to

absorb dollars in mounting volume. Never-
theless, the rush into francs was not over-
whelming, mainly reflecting leads and lags,
and the Bank of France did not withdraw
from the exchange market on May 5 when
several other continental European central
banks suspended intervention in their mar-
kets.

On subscquent days the flows halted and,
as Euro-dollar rates rosc sharply, some
reflux of funds developed. With francs now
oftered on the market, the spot franc
dropped away from the ceiling. On May 10,
on the basis of the large reserve gains since
the preceding fall, France made a further
repayment to the IMF against carlier draw-
ings. The repayment amounted to $375
million (with a substantial portion, $282
million, required in gold which was pur-
chased from the U.S. Treasury), and
France’s indebtedness to the Fund was
thereby reduced to a little over $600 million.

During May, the French authorities took
a series of steps to ward off renewed specula-
tion in the franc and to absorb excess domes-
tic liquidity created by earlier inflows. On
two occasions, the Bank of France raised
its reserve requirements for French banks.
Morcover, the National Credit Council
authorized the Bank of France to raise
reserve requirements on nonresidents’ de-
posits to 100 per cent, if this became neces-
sary, and warned that it had thc power to
prohibit or limit the payment of interest
on such deposits. These moves, along with
the clearly stated intention of the French
authorities not to revalue the franc or allow
it to float, prevented speculative pressures
from developing at that time. Conscquently,
with arbitrage incentives still well in favor
of Euro-dollars, the Bank of France raised
its own rates on discounts and secured ad-
vances by !4 percentage point to 6% per
cent and 84 per cent per annum, respec-
tively. The French franc nevertheless had a
softer tone through the rest of May and into
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June. For the second quarter as a whole,
French reserves rose by a further $165
million.

In the last days of June and in early July,
there was a dramatic shift in the market
atmosphere and the franc came into heavy
demand. At first the pressure reflected the
movement of funds in response to yet an-
other reversal of interest differentials in
favor of France and to the usual bunching
of export proceeds around the month-end.
Then, after an inconclusive meeting of the
EEC’s Finance Ministers on July 1 and 2,
rumors began to circulate in the market that
the French Government might agree to a
widening of the trading margins of all EEC
currencies against the dollar. For the first
time during the prolonged period of unsettle-
ment, the speculative focus now shifted to
the French franc and, as the spot rate was
driven to the ceiling, the Bank of France had
to absorb dollars from the market on a
large scale.

To deal with these flows, the Bank of
France lowered its domestic intervention
rates considerably—thereby pushing French
money market yields well below similar
Euro-dollar quotations—and raised its mini-
mum reserve rcquirements further. Never-
theless, the strong demand continued
through July, and the Bank of France
recorded a reserve gain of $498 million for
the month. On August 9 France prepayed
in full its remaining indebtedness to the
IMF, totaling $609 million. In discharging
this obligation, the Bank of France pur-
chased $191 million of gold from the United
States.

In early August the French authorities
took further steps to counteract the domestic
effects of the latest inflows and to ward off
further flows. Reserve requirements werc
again raised, and therc was some relaxation
of existing exchange controls. In addition,
on August 4 the banks were instructed not

to increase their net external indebtedness
or decrease their net claims vis-d-vis non-
residents from the levels prevailing on
August 3. In this connection, the banks were
expected to refrain from selling francs to
nonresidents whose motivation for buying
francs appeared to be speculative. With the
franc already in strong demand, this mea-
sure was immediately seized upon by the
market as evidence of the French authori-
ties’ unwillingness to accumulate additional
dollars, and, in the confusion, quotations for
francs in markets outside France moved
above the official ceiling.

On August 5, the Bank of France quickly
moved to clarify the instructions and the
market quieted somewhat. At that time the
banks agreed to stop paying interest on non-
resident deposits of less than 91 days, and
this ban was later made mandatory by the
authorities. Nevertheless, in the general run
on the dollar taking placc at the time, the
demand for francs was unrelenting, and the
Bank of France continued to take in dollars
on a daily basis through Friday, August 13.

Following President Nixon’s speech, the
French exchange market was closed for
the week of August 16-20. The French
Government reopened the market on Mon-
day, August 23, on the basis of a two-tier
exchange system. The Bank of France would
defend the franc at the prescribed interven-
tion points only in the official market,
through which trade and trade-related
service transactions would be effected. All
capital transfers, as well as tourist and most
other nongovernmental service transactions,
would henceforth be strictly segregated in
a financial market where the franc rate
would be allowed to find its own level. At
the same time, measures werc taken to pre-
vent leads and lags from developing in the
future, including a requirement that im-
ports (other than equipment goods) be paid
for within 3 months from their entry into
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France, and importers were given 1 month
to comply with this new rule.

Given the complexity of these exchange
regulations, trading in the official franc
market was very limited at first, with wide
spreads in quotations, but commercial busi-
ness picked up fairly rapidly. Trading was
slower to develop in the financial franc
market, where the rate moved to a 2.5 per
cent premium over that of the official franc.
In the wake of the floating of the yen on
August 27, renewed demand developed for
the official franc—the only major currency
still kept within its prescribed limits—and
the Bank of France again had to absorb
dollars. French official reserves rose by
$1,087 million in August.

In September, there was some reversal
of the previous flows into francs, as the
French exchange regulations, which were
further claborated, began to bite. In partic-
ular, French exporters and importers had
to unwind some of the leads and lags built
up prior to mid-August. With the official
franc rate dropping below the ceiling, the
Bank of France sold substantial amounts
of dollars over the course of the month, and
reserves declined by $333 million for Scp-
tember as a whole. The financial franc rate,
which had reached a premium of 4.0 per
cent over the official rate, gradually eased off
to a premium of 2.1 per cent in early
October.

ITALIAN LIRA

The lira continued its recovery through the
first months of 1971, drawing its strength
from large capital inflows, including sizable
Euro-dollar borrowings by Italian corpora-
tions and official entities. Labor unrest re-
mained a major concern in Italy, however,
and with export production still sluggish the
current account showed little underlying
improvement. The Bank of Italy, which had

already moved toward a somewhat easier
monetary policy in the fall of 1970, took
advantage of the sustained capital inflow to
encourage business activity by reducing its
rate on secured advances in January and its
discount rate in early April, both from 5%
per cent to 5 per cent. Demand for the lirc
remained strong in April, however, and for
the first 4 months of the year as a whole
official reserves rosec by $794 million, ex-
cluding the new allocation of SDR’s.

While the lira was also affected by the
growing speculation in European currencies
leading up to the crisis of early May, Italy’s
continuing domestic difficulties served to
dampen the demand for lire, and the pres-
sures consequently were not as great as in
other major currencies. Thus, when several
continental European central banks sus-
pended operations on May 5 and some
governments subsequently floated or re-
valued their currencics, the Italian authori-
ties kept the lira market open and rode
through the storm. Later in May the Italian
lira rate began to ease, as Euro-dollar rates
rose relative to domestic interest rates. With
labor unrest mounting anew and provincial
elections adding new uncertainties, the lira
fell to around par in early June. The lira
developed a better tone toward the end of
June, however, and held above par through
July. Nevertheless, even though the current-
account trend in the balance of payments
was improving, Italian reserves declined on
balance by $103 million in the May-July
period.

Early in August, the lira was caught up in
the mounting speculation against the dollar;
the spot rate rose to the ceiling on August
9, and the Italian authorities had to inter-
vene on a number of days during that week.
After President Nixon’s speech on August
15, the Italian authorities also kept their
exchange market closed during the week of
August 16-20, while intensive consultations
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took place within the EEC. The lira rate
moved up substantially in New York, but
trading was extremely thin and the range
between bid and offered rates was very wide.
When Italy reopened its exchange market on
August 23, the authorities announced that
they would no longer intervene at the official
limits, although they might enter the market
at other rates if this seemed advisable. De-
mand for lire was quite strong at first as the
tourist season was in full swing, receipts had
been backed up during the week of August
16-20, and leads and lags had shifted in
Italy’s favor. The lira rate held at a premium
of roughly 1.5 percentage points over the
official ceiling, before settling back some-
what. For the month as a whole, Italian
reserves rose by $424 million.

In mid-September, in view of the high
rates prevailing in the Euro-dollar market at
that time, the Italian Electricity Authority
(ENEL) decided to prepay in November
the $300 million Euro-dollar loan it had
contracted in May 1970. Additional Euro-
dollar loans of minor amounts were also
beginning to be repaid by Italian entities,
which had been very heavy borrowers during
the preceding year and a half. This imparted
a somewhat softer tone to the lira market,
and the rate remained fairly steady even
though other European currencies rose
strongly against the dollar later in Sep-
tember.

JAPANESE YEN

For several years leading up to 1971, Japan
had experienced balance of payments sur-
pluses on the order of $1 billion to $2 bil-
lion, based largely on a growing trade
surplus. Japanese exports had proved to be
increasingly competitive in world markets,
with particular success in the United States
(exports to this country rose by 20 per cent
in 1970 alone) but also with significant

inroads into European markets as well.
Japan’s over-all balance of payments surplus
amounted to $1.4 billion in 1970 and would
have been even larger except for efforts by
the Japanese authorities to trim the total.
In 1970, along with some easing of trade
restrictions and capital controls, the authori-
ties had encouraged Japanese banks and
trading companies to shift away from dollar
financing to yen financing of imports. One
technique employed by the authorities was to
make special credit facilities available to
Japanese banks under terms which enabled
the banks to offer yen financing at prefer-
ential rates. Moreover, the Japanese Gov-
ernment made some $200 million of addi-
tional funds available to the World Bank
and other international lending agencies for
development aid. Even with these efforts,
however, there was a growing belief in the
markets that the yen was fundamentally
undervalued.

A slowdown in the rate of growth of the
Japanese economy, which began in mid-
1970 and became more pronounced in early
1971, came at a time when other industrial
countries were struggling with inflationary
pressures and served to aggravate the inter-
national imbalance in the early months of
this year. Import growth slowed but exports
expanded even more rapidly than before.
On the domestic front the Japanese authori-
ties turned to more stimulative policies, and
the Bank of Japan made a further cut in
its lending rates in January. Even so, the
decline in Japanese interest rates did not
match that in the United States and in the
Euro-dollar market. Consequently, there
was a risk that the earlier yen shift might be
reversed and the Japanese authorities took
further measures to preclude this, including
a doubling of the availabilities to the Japa-
nese banks to cover 30 per cent of their
import credits. The authorities also eased
some of the controls on outflows of funds
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and constructed additional barriers against
inflows. Demand for yen remained strong,
however, and Japanese reserves rose by
$931 million in the first quarter, not count-
ing the allocation of SDR’s.

With market expectations of a possible
yen revaluation already strong, the Japanese
currency was also caught up in the wave of
speculation that hit the European markets
in late April and early May. Leads and lags
resulted in a large influx of funds to Japan;
in particular, therc werc sizable yen prepay-
ments for ships under construction in Japa-
nese yards. The Japanese authorities kept
the market open, however, and moved to
deal with the problem by tightening their
exchange regulations and reducing domestic
interest rates further. (Effective May 8, the
Bank of Japan lowered its rates on discounts
and secured advances by Y4 percentage
point to 5%2 per cent and 5% per cent,
respectively.) With demand for yen con-
tinuing strong in both the spot and forward
markets, amounts actually transacted were
constrained by Japan’s exchange control
mechanism. Under the circumstances, it be-
came difficult for Japanese exporters, whose
receipts were almost entirely denominated
in dollars, to obtain forward cover. In June,
the authoritics moved to alleviate this short-
age of cover, again through the technique of
placing dollars at the disposal of the foreign
exchange banks, in two allotments totaling
$500 million. Despite the efforts of the
Japancse authorities to curb the demand for
yen, official reserves rose by $1,902 million
in the second quarter. As in the year before,
the Japanesc Government made additional
funds available to the World Bank, amount-
ing to $200 million in the first half of 1971.

The demand pressurc for yen continued
unrelenting in July, and on July 22 the
Ministry of Finance made a further deposit
of some $300 million with the Japanese
banks. Moreover, ecffective July 28, the

Bank of Japan cut its discount rate by a
further ¥4 percentage point to 5%4 per cent.
Japanese official reserves nevertheless rose
by another $328 million in July.

The worldwide speculation against the
dollar building up in late July and early
August led to even greater demand pressures
on the yen than before. Even though the
Bank of Japan was holding the yen rate at
its upper limit by absorbing dollars daily, the
exchange control apparatus left much of the
demand for yen unsatisfied, and the appara-
tus itself was subjected to great strain.
Because of the time difference, when Presi-
dent Nixon announced the U.S. measures
on Sunday night, August 15, it was already
Monday morning in Tokyo and the market
was open for trading. The Japanese authori-
ties nevertheless kept the market open the
remainder of that day and through the rest
of the week as well.

With dealers all around the world now
convinced more than ever that a revaluation
of the yen was imminent, the Bank of Japan
had to absorb dollars on a massive scale
over the following days, despite reinforcc-
ment of exchange control policies. Japanese
banks, in particular, liquidated their long
positions in dollars by converting into yen
the dollars they were borrowing from every
possible source in the United States as well
as from the Euro-dollar market. Finally,
after further very large exchange gains on
August 26 and 27, the Japanese authorities
decided to “suspend temporarily the exist-
ing fluctuation margin for buying and selling
quotations of foreign exchange, while main-
taining the present parity of the yen.” The
vast inflow during August was reflected in a
$4.4 billion gain in official reserves for the
month as a whole.

In Tokyo on August 28 the spot yen im-
mediately rose to a premium of 4.7 per cent
over the ceiling. The rate pushed gradually
higher through September, despite substan-
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tial further purchases of dollars by the Japa-
nese authorities and some additional tight-
ening of exchange control measures. With
the tightening of the controls, Japanese
banks found themselves unable to accept
yen payments into the so-called free-yen
accounts of foreign banks on their books
and, in some cases, reportedly felt it neces-
sary to convert balances in such accounts
into dollars. This meant that the foreign
banks in many cases were involuntarily
short of yen and were unable to meet their
commitments to customers on maturing for-
ward contracts or to guarantee delivery on
new spot transactions. With this failure in
the payments mechanism, trading in Japa-
nese yen dropped to nominal levels in New
York, and in early September the yen was
suspended from official trading in Frankfurt,
Germany. The Japanese authoritics subse-
quently eased their restrictions slightly, but
some payments problems persisted through
September. By early October, the yen rate
had risen to a premium of almost 8 per cent
over the previous ceiling.

CANADIAN DOLLAR

The Canadian dollar continued strong early
in 1971, largely on the basis of a still buoy-
ant trade surplus and substantial long-term
capital inflows. Furthermore, with the fall
of interest rates in the United States, un-
covered arbitrage incentives opened in favor
of Canada, while the decline in Euro-dollar
rates may have led to some repatriation of
previous outtflows to that market from
Canada. The spot rate—floating since June
1970—moved above $0.99 in late January,
and there were widespread expectations in
the market that it might rise above parity
with the U.S. dollar. Mecanwhile, the Cana-
dian authorities were in the process of stimu-
lating the domestic economy and were
reluctant to see the Canadian dollar rate

advance much higher. Among other mea-
sures, the Bank of Canada cut its discount
rate in February, and by mid-March Cana-
dian interest rates had moved below corre-
sponding rates in the United States, which
were beginning to turn around. At the same
time Euro-dollar rates also leveled off and,
although the Canadian dollar continued to
fluctuate above $0.99, the market seemed to
move into better balance.

The Canadian dollar was little affected by
the turmoil in the continental exchanges in
late April and early May. The market was
active, but no cumulative rise in the Cana-
dian dollar rate developed. Instead, the
subsequent rise in Euro-dollar and U.S. in-
terest rates in May further widened the
arbitrage incentives against placements in
Canadian instruments, and the Canadian
dollar rate drifted downward. Moreover,
continued large wage settlements in Canada
had already raised fears of a revival of in-
flationary pressures, and there were market
rumors that an expansionary budget would
be presented in mid-June. Indeed, when the
rate dropped below the $0.99 level at the
end of May, commercial firms and banks
began to reduce their long Canadian dollar
positions, or even in some cases to go short,
and these sales of Canadian dollars added to
the downward momentum of the rate.

By June 10 the spot rate had fallen below
$0.98 in heavy trading and, less than a week
later, it reached $0.9755, the lowest point
in 8 months. On June 18, Finance Minister
Benson presented a moderately expansion-
ary budget, which was well received in the
market. Subsequently, the Canadian dollar
held fairly steady through the end of June
and into July.

In the latter part of July, with the onset
of the period of seasonal strength for
Canada’s balance of payments, the spot rate
began to firm, moving again above $0.98.
Early in August the Canadian dollar began
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to respond to the general turmoil in the
exchange markets and, with heavy advance
covering by Canadian exporters, the spot
rate moved close to $0.99 by August 13.
On August 16, following announcement of
President Nixon’s new economic program,
the rate rose further, with trading active in
New York as well as in the Canadian ex-
changes, which stayed open. After surging
to $0.9943 on the morning of August 17,
the rate eased sharply, falling to $0.9850
one week later as the market became in-
creasingly concerned over the possibility
that the 10 per cent import surcharge im-
posed by the U.S. Government might cut
decply into Canada’s exports. In a move
aimed at softening the blow of the U.S.
import surcharge on domestic business activ-
ity and employment, the Canadian Govern-
ment announced on September 7 the estab-
lishment of a $80 million (Canadian) fund
from which payments of up to two-thirds of
the surcharge would be made to individual
companies meeting certain conditions. Dur-
ing September and early October the rate
held mainly in a range of $0.98V2 to
$0.99v4.

EURC-DOLLAR

With only brief interruptions, Euro-dollar
rates declined fairly steadily throughout the
second half of 1970 and in early 1971,
Although many factors contributed to this
slide, it reflected mainly the marked easing
of liquidity conditions and domestic credit
demand in the United States. With short-
term interest rates falling sharply here, U.S.
banks rapidly repaid Euro-dollar borrowings
that they had built up through their branches
during the previous period of monetary
stringency in this country. Outstanding lia-
bilities of U.S. banks to their foreign
branches, which had reached a peak of $15
billion in October 1969, were reduced to

less than $8 billion at the close of 1970 and
continued to fall in early 1971.
Meanwhile, most European countries
were still pursuing policies of monetary
restraint and were reluctant to allow domes-
tic rates to decline, or at least to fall as
swiftly as rates in the United States or in
the Euro-dollar market. Consequently, wide
interest-arbitrage incentives opened in favor
of domestic European markets over both the
U.S. money market and the Euro-dollar
market, and large amounts of dollars were
taken up by European borrowers—banks
and nonbanks—for conversion into local
currencies. German business firms in partic-
ular were heavy borrowers, but there were
sizable flows to other countries as well. With
many currencies at or near their upper
intervention points, European central banks
were obliged to absorb the dollars offered on
the cxchanges, which added to their inter-
national reserves while simultaneously ex-
panding domestic liquidity and thereby
tending to negate their policies of restraint.
As described above, several central banks
reduced their discount and lending rates and
tried other techniques either to prevent the
inflows by regulation or to absorb the
domestic liquidity generated by the inflows.
For their part, the U.S. authorities at-
tempted to moderate the pace of repayment
by U.S. banks and to prevent these repay-
ments from adding further to the reserve
gains of foreign central banks. At the end
of November 1970, the Federal Reserve
raised its marginal reserve requirements
against such borrowings in excess of reserve-
free base levels, thereby inducing the banks
to take a second look at the possible cost of
borrowing should they need to have recourse
to the Euro-dollar market in the future. The
banks’ repayments resumed after the year-
end, however, and in January and February
the Export-Import Bank offered to the for-
eign branches of U.S. banks $1.5 billion of
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special 3-month securities that the banks
could count toward maintenance of their
reserve-free Euro-dollar bases. Thus, while
U.S. banks continued to cut back their
recourse to Euro-dollar financing—banks’
liabilities to their own foreign branches fell
by almost $5 billion in the first quarter to
just under $3 billion—the securities issued
reduced the amount of funds actually repaid
to the market by about $1.5 billion.

Euro-dollar rates bottomed out in March.
During that month, U.S. short-term interest
rates leveled off and then began to rise once
again. At the same time the considerably
higher yields available in the British and
German money markets continued to exert
upward pressure on Euro-dollar rates. Con-
sequently, Euro-dollar quotations, which
for 3-month deposits reached as low as 5
per cent per annum in early March, began to
turn upward. Rates tended to rise further
on quarter-end demand, and this strength
was maintained into early April as the pace
of repayment by U.S. banks began to slow.
In addition, the U.S. Treasury followed up
the Export-Import Bank’s earlier borrowings
by itself issuing $1.5 billion of 3-month
certificates of indebtedness to the foreign
branches of U.S. banks.

By this time, however, the growing uncer-
tainties in the exchanges began to be re-
flected in the Euro-dollar market. In normal
times, the Euro-dollar market serves as an
international intermediary both for deposi-
tors seeking higher rates of return on their
money and for borrowers seeking lower cost
credit than they can obtain at home; such
flows, which depend on the expectation of
orderly international financial relations, had
been the dominating factor through 1970
and early 1971. At other times, the Euro-
dollar market has served as a staging area
for international currency speculation—
with funds pouring in from currencies that
are expected to fall in value or moving out
to currencies that arc expected to appreciate.

In late March and early April the flows
out of the Euro-dollar market began increas-
ingly to assume a speculative character. At
that point several foreign central banks cut
their discount rates and, with Euro-dollar
rates on the rise, interest-arbitrage spreads
in favor of domestic European markets were
narrowed or even reversed. Even so, the
increasing expectation of drastic changes in
currency relationships led to snowballing
purchases of most European currencies.
Much of this flow reflected leads and lags
or consisted of direct transfers of funds,
particularly out of the United States. But
some of these flows were financed by bor-
rowing Euro-dollars at short term, with the
dollars sold against other currencies and the
Euro-dollar borrowings subsequently rolled
over as long as the short positions were
maintained.

At the same time, there was a great deal
of discussion of the possibility that individ-
ual governments would place controls on
their own banks’ operations in the market.
Rumors also developed that central banks,
which were reviewing the role of their own
placements in the Euro-dollar market, would
come to an agreement which would have
the effect of pushing up Euro-dollar rates.
Consequently, as currency speculation
swelled in April and early May, Euro-dollar
rates moved up sharply, with wide day-to-
day fluctuations reflecting the volatile moods
in the exchanges; the 3-month rate climbed
to around 7%2 per cent and overnight rates
at times to 45 per cent or more. Euro-dollar
yields receded a bit through mid-May after
the speculative onslaught abated but, in the
absence of any significant reversal of specu-
lative positions, the rates remained at levels
well above those prevailing before the
run-up.

By late May, however, there were growing
expectations that the Euro-dollar market
would tighten further. In part this was based
on continuing rumors of coordinated central
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bank efforts to raise Euro-dollar rates. At
the same time, U.S. money market rates
were rising, and U.S. banks’ liabilities to
their foreign branches had leveled off at
between $1% billion and $2 billion. (With
the U.S. Treasury beginning to take over
maturing Export-Import Bank notes, and
later renewing its own obligations as well,
the full $3 billion of official U.S. borrowings
in the Euro-dollar market was still out-
standing.) The tightening of the Euro-dollar
market pushed the 3-month rate briefly to
as high as 8 per cent by June 1. On June 2,
however, the German Federal Bank began
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offering to sell dollars in the exchange
market. This move provoked a sharp reac-
tion in the Euro-dollar market, and rates
immediately broke downward. Subsequent
spot sales by the Federal Bank soon ex-
ceeded the amounts being taken in by the
German authorities under maturing forward
contracts, thus augmenting the supply of
Euro-dollars. By mid-June, the 3-month rate
had fallen back to just over 7 per cent per
annum,

From their discussions, the central banks

rcached a common view of some of the fea-
tures of the Euro-dollar market, including
the role of official placements. On June 14,
Dr. Jelle Zijlstra, President of the Nether-
lands Bank, addressing the annual general
meeting of the BIS in his capacity as Presi-
dent of that institution, said:

It is becoming increasingly clear that the Ruro-
currency market needs guidance and supervision.
The group of Governors meeting regularly in
Basle decided to set up a study group under my
chairmanship to analyze the problem and to work
out terms of reference for a standing group which
might suggest policies to be adopted by the Gov-
ernors. I am confident that the Governors will be
able to bring the Euro-currency market into better
harmony with the proper functioning of the in-
ternational monetary system, I may say, in fact,
that we have already decided for the time being
not to place additional official funds in the market
and cven to withdraw funds when such action is
prudent in the fight of market conditions.

The gradual falling back of Euro-dollar
rates was halted briefly in the last days of
June, when the usual midyear squeeze devel-
oped. The decline nevertheless resumed
through the first half of July, with the
3-month rate dropping below 6%2 per cent.
Meanwhile, the Federal Bank had been sell-
ing substantial amounts of dollars virtually
daily, often in amounts larger than were
being taken in under maturing forward con-
tracts.

Late in July and into early August, the
Euro-dollar market was again caught in the
backwash of currency speculation as there
was substantial use of the Euro-dollar mar-
ket to finance conversions into European
currencies or Japanese yen. With little
money coming into the Euro-dollar market,
rates were bid up strongly and, on August
17 (the settlement date for currencies pur-
chased on Friday, August 13), 3-month
deposits were at 10 per cent per annum,
7-day funds at 20 per cent, and overnight
funds reached above 40 per cent at one
point. After these heavy commitments were
met, Euro-dollar rates receded somewhat,
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Nevertheless, with thc widespread uncer-
tainties over the ultimate outcome of the
negotiations to resolve the many issues
raised by the U.S. measures of August 15,
investors were unwilling to make new place-
ments in Euro-dollars, and the rates re-
mained several percentage points above
those on comparable investments in major
financial centers. An acute squeeze devel-
oped at the month-end, with quotations on
overnight Euro-dollars driven briefly as high
as 200 per cent.

With Euro-dollar rates at relatively high
levels, there was evidence of further liquida-
tion of borrowings in the Euro-dollar mar-
ket. In August the U.S. Treasury began to
repay the $3 billion of special certificates
it had placed with the foreign branches of

U.S. banks. By mid-October only some
$550 million of the Treasury's certificates
remained outstanding. Not all of this was
returned to the Euro-dollar market, how-
ever, since U.S, banks reabsorbed some of
the funds by increasing their own liabilities
to branches from about $1.5 billion in early
August to around $2.5 billion by the end
of September. Among European borrowers,
the Italian Electricity Authority announced
in September it would repay $300 million of
its carlier longer-term borrowings in the
Euro-dollar market. Toward the end of
September, however, the various quarter-
end pressures subjected the market to a fur-
ther squeeze before rates eased early in
October, when the 3-month rate dipped
to around 7 per cent. C



Statements to Congress

Statement of George W. Mitchell, Member,
Board of Governors of the Federal Reserve
System, to the Subcommittee on Rural De-
velopment of the Senate Committee on

Agriculture and Forestry, September 24,
1971.

I am pleased to appear today in response to
your request that a representative of the
Federal Reserve Board discuss the relation-
ships between general monetary policy and
expansion of Federally sponsored credit
programs in rural areas, such as that pro-
posed in S. 2223,

At the outset, T would like to note that
the Federal Reserve recognizes a need to
accelerate the pace of rural development.
It is well known that average personal in-
come of rural residents continues signifi-
cantly below that of urban dwellers, and that
educational, medical, and social service fa-
cilities are more limited in rural communi-
ties. Growth in rural job opportunities has
for many years fallen far short of providing
employment to all the young adults raised
in rural areas, and consequently we have
been experiencing both massive migration
to cities and underemployment of those
who chose to remain in the country. The in-
ability of rural communities to provide
more of the jobs and the amenities of modern
life desired by their young people continues
to aggravate the problems being experi-
enced by our larger cities. Thus, we are all
well advised to devote some of our energies
to improvement of the pace and quality of
rural development.

Acceleration of economic development
in rural areas encounters problems other
than those of adequate and reasonably

priced credit—problems such as lack of
nonfarm resources and distance from con-
sumer markets. Case studies of rural com-
munities have concluded that local initiative
and leadership plays a vital role in success-
ful development in the face of these inherent
disadvantages. This element should be rec-
ognized in the design of credit programs in-
tended to foster rural development. The
credit program can be a catalyst that spurs
local action.

Onc role of a credit program can be to
help equalize the access of various eco-
nomic sectors or areas to the Nation’s flow
of capital funds. A portion of our national
savings, in the form of retained earnings
of farm, industrial, and commercial enter-
prises, is directly employed by the saver.
Another portion is moved from savers to
investment uses in the same community by
local banks and other depository institutions.
But a substantial portion is gathered by
large insurance companies, pension funds,
large banks, and like institutions, and is
made available in national capital and
money markets. In these markets, these
funds are used to purchase credit instru-
ments offered in sizable blocks by well-
known firms and public and private institu-
tions. Smaller users of credit, and those
not known nationally, thus are not ordinar-
ily able to compete directly for these funds.
They may, however, obtain indirect access
cither through private arrangements with
larger institutions, or through a Federal
credit program. A prominent example of
the latter route is the Federally sponsored
cooperative Farm Credit System, which
lends to farmers those funds that it raises
through sale of credit instruments in the

815
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national capital markets. The bill you are
considering would provide similar Feder-
ally sponsored indirect access to capital
markets to other rural residents, firms, and
governments, probably thereby improving
upon such indirect access as these groups
may already have achieved through exist-
ing private or public arrangements.

The addition of another economic sector
—in this case, rural nonfarm business and
governments—to those for whom Federal
credit programs have already been pro-
vided would not, in my opinion, significantly
handicap the capability of the Federal Re-
serve to administer monetary policy. It
would, however, affect the distribution of
the impact of restrictive policy among sec-
tors, and would tend to increase the cost
of funds raised through all Federal credit
programs. The significance of these effects
would be directly related to the size of the
added program.

Distribution of the impact of restrictive
monetary policy would be affected because
Federally sponsored programs have demon-
strated their ability to raise substantial
amounts of funds even during periods of
tight money. But with restrictive policy
holding down the over-all volume of funds
available, the funds raised by an additional
Federal program, beyond those that the
sector served would have otherwise ob-
taincd, must necessarily be balanced by a
reduction in funds raised by other sectors.
Among the sectors that appear especially
vulnerable to this effect are those that do not
have access to capital markets.

Although, as just noted, the ability to
raise a substantial volume of funds is
achieved by access to the market in periods
of monetary restraint, the cost of these
funds is likely to be rapidly and significantly
aflected both by policy actions and by eco-
nomic developments in general. Rural bor-
rowers from Federally sponsored agencies

are thus likely to encounter more rapid and
sizable variations in interest cost than other
rural borrowers who are obtaining their
loans from typical rural banks. Because
rural banks obtain most of their loanable
funds through local deposits rather than in
money markets, the rates of interest they
charge their borrowers have not generally
responded rapidly to changes in rates in
national markets. The rural borrowers
given market access through a credit pro-
gram are likely to find funds available dur-
ing periods of restraint, but probably at a
relatively high price. Some may postpone
their projects until intercst rates fall. In
other words, if rural development is stimu-
lated by improving rural access to national
capital markets, the degrce of stimulus
would be rclated to the prevailing degree of
monetary ease or restraint and its eflect on
interest rate levels.

The impact of likely fluctuations in in-
terest rates may be reduced or eliminated
for some borrowers by providing a sub-
sidy such as that proposed in S. 2223. More
generally, subsidies may be provided in a
Federal credit program as a further stimulus
to the activity being promoted. In this
event, it is desirable that the clement of
subsidy be provided in a form that is readily
evident and quantifiable, as is done in
S. 2223, and that the continued need for and
amount of such subsidy be subject to peri-
odic congressional review. On this topic,
as well as on the design of Federal credit
programs in general, the recommendations
made in 1963 by the Committee on Federal
Credit Programs (Dillon, Bell, Heller, and
Martin) continue to provide sound guid-
ance.

I have mentioned the Federal Reserve
interest in rural development. Our studies of
regional and agricultural lending indicate
that for many years after World War 1I
most rural banks had funds in excess of
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local loan demands. Some yecars ago, how-
cver, this situation began to change. Banks
in many rural areas, such as arcas in which
the livestock industry has been rapidly cx-
panding, have cxhausted accumulations of
liquidity and still continue to face loan
demands that arc increasing faster than
their local deposits. To participate better in
meeting the credit demands of their com-
munities, rural banks in this position necd
improved access to nonlocal sources of
funds, through development of markets for
their assets and liabilities, through banking
structure change that would bring the serv-
ices of larger banks to rural areas, or
through improved credit services via cor-
respondent banking, the Federal inter-
mediate credit banks, or the Federal Reserve
discount mechanism. Federal Reserve staff
work undertaken in the course of our reap-
praisal of the discount mechanism, and
since published, noted in detail and at length
the disadvantages faced by small rural banks
in attempting to develop nonlocal sources
of funds. Consequently, the Board has under
consideration a proposal that would expand
and routinize the availability of funds at
our discount window for the seasonal needs
faced by these banks.

As a further outgrowth of that work, a
System committee is conducting a program
of research into the possibilities afforded by
the other sources of nonlocal funds that 1
have mentioned. Our principal focus in this
work is on mechanisms through which rural
banks could raise funds in financial markets.
These markets presently do not accom-
modate the small sizes and amounts of
sccurities that each rural bank has to offer.
Therefore we are examining ways in which
such instruments could be pooled into larger
lots, or endorsed by larger banks, or in other
ways be made more attractive to investors
in central markets. Other phases of the
research program are examining (1) how

well correspondent banking relationships are
currently functioning in terms of supplying
funds to rural banks, (2) the effect that bank
branching and holding company activity has
had on farm lending by banks in several
States where the law has recently permitted
such structure changes, and (3) the reasons
why the mechanism which permits com-
mercial banks to discount farm loans at
Federal intermediate credit banks has not
been used to a significant extent. We hope
that our studies and findings will be helpful
in efforts to maintain the role of rural banks
as a credit source for agricultural and other
rural development.

Statement by Arthur F. Burns, Chairman,
Board of Governors of the Federal Reserve
System, before the Subcommittee on Domes-
tic Finance of the Committee on Banking
and Currency, House of Representatives,
September 27, 1971,

Mr. Chairman, I am here in response to
your invitation to discuss Federal Rescrve
transactions in obligations issued by Fed-
eral agencies, and particularly the decision
announced September 16 by the Federal
Open Market Committec—to broaden such
transactions to include outright purchases
and sales as well as repurchase agreements.

This committec will recall that the Sys-
tem’s authority to purchase agency issues
was broadened in 1966. Up to that time we
were authorized to purchase obligations
“which are direct obligations of the United
States or which are fully guaranteed by the
United States.” This authority covered
some, but not all, agency issucs. The prin-
cipal issues in terms of aggregate size and
market activity were incligible for purchase
by the System. These incligible issues in-
cluded Federal intermediate credit bank
debentures, Federal home loan bank notes
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and bonds, Federal land bank bonds, bank
for cooperatives debentures, and Federal
National Mortgage Association debentures
and certificates of participation.

In 1966, the Board recommended that
the authority for System transactions in
agency issues be amended to make all issues
eligible. In support of this recommendation,
Vice Chairman Robertson testified that it
“would increase the potential flexibility of
open market transactions and could also
serve to make these securities somewhat
more attractive to investors.” He also
pointed out that “it might prove desirable
to conduct such operations in the form of
repurchase agreements” in order “to reduce
the risk of undesired System market domi-
nance associated with sizable outright trans-
actions by the System.”

Accordingly, the Congress added to Sec-
tion 14(b) of the Federal Reserve Act
authority for the System “to buy and sell
in the open market, under the direction and
regulations of the Federal Open Market
Committee, any obligation which is a direct
obligation of, or fully guaranteed as to prin-
cipal and interest by, any agency of the
United States.”

In commenting on this amendment, the
Senate Banking and Currency Committee
report included the following statement,
reflecting similar comments in Vice Chair-
man Robertson’s testimony:

“By authorizing System transactions in agency
issues, the bill would place them on the same foot-
ing as direct obligations of the U.S. Government
so far as System open market operations are con-
cerned.  As with direct Treasury debt, System
decisions as to whether, when, and how much to
buy or sell of agency issues would have to be
made with a view to the nced for supplying or
absorbing reserves as indicated by the stance of
monetary policy and in light of developments in
the markets, including the need to cope with dis-
orderly market conditions, should they emerge. In

any cvent, it would be important, as at present, to
avoid any semblance of ‘rigging’ the markets or

‘pegging’ the interest rates for any particular
issues, for such actions would give rise to official
dominance of the markets that would run counter
to many of the broader objectives of Federal
financial policies and might in fact harm rather
than aid the propitious functioning of the market
for such securities,”

As you know, System open market oper-
ations are conducted to carry out the objec-
tives of monetary policy by affecting the
volume of bank reserves, money, bank
credit, and conditions in credit markets. In
December 1966 the System started transac-
tions in agency issues with a view to fitting
such transactions into its open market oper-
ations. In line with the Board’s testimony on
the 1966 amendment, it was then decided to
confine these new transactions to repurchase
agreements. From time to time, however, the
Federal Open Market Committee has con-
sidered broadening operations in agency
issues to include outright purchases and sales
as well as repurchase agreements. After due
deliberation, the Committee has now
decided to take this step, as the announce-
ment of September 16 indicates, in order
to widen the base of System open market
operations and at the same time to add
breadth to the market for agency securities.

The recent decision to begin outright
transactions reflects the fact that the market
in agency issues, while less broad than that
in Treasury issues, has grown substantially in
recent years. The amount of Federal agency
issues outstanding in the hands of private
investors has risen from about $8 billion at
the end of 1960 to $14.1 billion at the close
of 1965 and to nearly $45 billion in early
August of this year. The $45 billion of
agency issues amounted to 28 per cent of the
amount of Treasury issues outstanding at the
time; at the end of 1960 the comparable
figure was 5%2 per cent. Thus there is less
risk that System purchases or sales could
dominate the market.

Since the hope is that System operations
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will help to improve the market for these
issues, we must be careful to avoid driving
away other investors, as might happen if the
System acquired a disproportionately large
share of an issue and depressed its yield
relative to other investment alternatives. To
protect against this risk, the initial guide-
lines for System purchases include a pro-
vision limiting our holdings of any issue to
10 per cent of the amount outstanding.

We expect our portfolio of agency issues
to grow modestly in the coming months,
taking into account the amount of growth
in bank reserves that is appropriate for
monectary policy, the size of the market in
agency issucs, and the necessity of con-
tinuing operations in Treasury obligations
as well. Transactions will be made in the
market, at prices set by the market. We will
seek quotations from dealers and buy or scll
at the most favorable prices quoted. We
will not buy any new issue until at lcast 2
weeks after it is issued, so as to provide an
opportunity for establishing a fair price in
the market for the issue without interference
by the Federal Reserve.

You will notice that the initial guidelines
at the end of my statement provide that our
holdings of agency issues will be allowed to
run off at maturity. This reflects a technical
problem, in that the procedures by which
agency issues arc now marketed do not
provide for exchange of maturing issues on
the basis that the System now exchanges its
holdings of maturing Treasury issues for new
issues. Presumably such arrangements could
be worked out for agency issues. This illus-
trates a point made in the announcement of
September 16—that the initial guidelines
will be subject to review and revision as
operating cxperience is gained.

We plan to buy only taxable securities for
which there is an active secondary market.
The requirement of an active secondary mar-
ket will help to insure that the System’s port-
folio remains liquid; it will also encourage
issuing agencies and underwriters to develop
sccondary markets in their securities.

Under the initial guidelines, an issue will
be eligible for purchase if at least $300
million is outstanding; for longer-term issues
(over 5 years) the cutoff will be $200 mil-
lion. In carly August, when there were about
$45 billion of agency issues outstanding,
about $32 billion of thesc met the size test.
A breakdown of these eligible issues is shown
in the following table:

ISSUES ELIGIBLE FOR SYSTEM TRANSACTIONS
UNDER INITIAL GUIDELINES *

Amounts Number

Maturity * in billions of issues
0-5 years ... .. ... ... $25.3 61
Over 5 years.. ...... .. 6.8 21
Total ... ........ 322 82

Agency

Farm credit agencies. ... $10.8 25
FHLB .. ... .. ... .. .. 5.6 15
FNMA ... ... .. ... ... 10.1 28
GNMA .., ... ... 4.3 10
Export-Tmport Bank ... . LS 4

! Minimum issuc size is $300 million for issues ma-
turing in 5 ycars or less and $200 million for issues
maturing in more than 5 years.

One cannot say with certainty what the
results of our experimental transactions in
agency issues will be. We hope they will be
beneficial in terms of greater {lexibility for
System open market operations, broader
markets for agency sccurities, and a nar-
rower spread between such securities and
Treasury obligations. If the borrowing costs
of Federal agencics are reduced, however
modestly, that result will be most welcome to
the Federal Reserve as well as the issuing
agencies and the public they serve. o



Record of Policy Actions
of the Federal Open Market Committee

Records of policy actions taken by the Federal Open Market Com-
mittee at each meeting, in the form in which they will appear in the
Board’s Annual Report, are released approximately 90 days following
the date of the meeting and arc subsequently published in the Federal
Reserve BULLETIN.

The record for ecach meeting includes the votes on the policy deci-
sions made at the meeting as well as a résumé of the basis for the
decisions. The summary descriptions of economic and financial condi-
tions are based on the information that was available to the Committee
at the time of the meeting, rather than on data as they may have
been revised since then.

Policy directives of the Federal Open Market Committee are issued
to the Federal Reserve Bank of New York—the Bank selected by
the Committec to cxecute transactions for the System Open Market
Account.

Records of policy actions have been published regularly in the
BULLETIN beginning with the July 1967 issue, and such records have
continued to be published in the Board’s Annual Reports.

The records for the meetings held in 1971 through June 8 wecre
published in the BULLETINS for April, pages 320-27; May, pages
391-98; June, pages 503-11; July, pages 599-606; August, pages
663-71; and September, pages 715-22, The record for the meeting
held on June 29, 1971, follows:
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MEETING HELD ON JUNE 29, 1971
1. Authority to effect transactions in System Account.

Information rcviewed at this mecting suggested that real output
of goods and services was expanding moderately in the second quarter,
after having risen sharply earlicr in the year under the stimulus of the
post-strike recovery in the automobile industry. Continued moderate
gains in activity appeared to be in prospect for the rest of 1971.

Retail sales had declined in May, but according to weekly data
they turned up in the first half of June. It appeared likely that the
volume of retail sales in the second quarter as a whole would be ap-
preciably above that of the first quarter. According to tentative
estimates, industrial production was rising in June at a slower rate
than in May. Conditions in labor markets remained slack; both the
number of persons receiving unemployment insurance benefits and
the number making initial claims for such benefits had increased fur-
ther in recent weeks. In May private housing starts remained close to
the advanced level that had been reached in the two preceding months.

Both consumer prices of goods and services and wholesale prices
of industrial commodities increased sharply in May—the latter for
the second successive month—after having risen at moderate rates
carlier in the year. Wage rates continued to advance rapidly in most
sectors of the economy.

The expectation that over-all economic activity would continue a
gradual expansion in the second half of 1971 was based in part on
the assumption that there would not be a strike in the steel industry
when wage contracts expired at the end of July—or that if there were
a strikc, it would not be of long duration. The latest staff projections,
like those of 3 weeks carlier, suggested that the rise in residential
construction outlays would slow as the year progressed but would
remain sizable, and that expenditures by State and local governments
would continue to expand at a substaritial ratc. As before, it appeared
that business fixed investment outlays would increase relatively little
in the second half. And it was still anticipated that growth of con-
sumer spending would be sustained in part by the recent increase in
social security benefits, including retroactive payments made in late
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June; by a possible military pay raise; and by some decline in the
personal saving rate.

The U.S. merchandise trade balance, which had shifted from a
small surplus in the first quarter to a large deficit in April, remained
in substantial deficit in May as a rise in exports was matched by
a roughly equal rise in imports. The over-all balance of payments on
the official settlements basis had been in surplus in recent wecks, in
part because of some reversal of earlier speculative outflows of short-
term capital from the United States. Funds moved out of Germany
as the German Federal Bank bought a large amount of marks (sold
dollars) at rising cxchange rates for the mark; the rate currently was
about 4.7 per cent above its par value, compared with 3.8 per cent in
early June. The outflow from Germany depressed very short-term
interest rates in the Euro-dollar market, and this decline in Euro-
dollar rates apparently had been a factor contributing to the upturn in
recent weeks in the liabilities of U.S. banks to their foreign branches.
The exchange rate for the Dutch guilder had increased sharply when
the German Federal Bank began to sell dollars, but later it declined
to 1.6 per cent above par.

In connection with its sales of dollars in foreign exchange markets,
the German Federal Bank not only sold U.S. Treasury bills but also
redeemed a substantial volume of special nonmarketable U.S. Treasury
securities it had acquired earlier. In part for this reason, the Treasury’s
cash balance was drawn down to a very low level prior to thc mid-
June tax date, and in the period June 8-16 the Treasury financed
part of its cash needs temporarily through the sale of special certifi-
cates of indebtedness to the Federal Reserve Banks.?

To replenish its cash balance, on June 22 the Treasury auctioned
$2v4 billion of 16-month notes for payment on the day of this meet-
ing, and on Junc 30 it was scheduled to auction for payment on
July 6 $134 billion of tax-anticipation bills due in September. Also,
on the day before this meeting the Treasury announced that the Ger-
man Federal Bank would acquire up to $5 billion of special medium-
term U.S. Treasury securities in an operation to be completed within
the next few weeks, and that the Federal Bank had already acquired
$3 billion of the contemplated total. This acquisition was financed

' The maximum volume of such certificates outstanding in the June 8-16
period was $610 million, on June 10.
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in part by the sale of $1 billion of Treasury bills in the market, thus
adding a like amount to the Treasury balance, and in part by the
redemption of about $2 billion of short-term special Treasury securi-
tics the Federal Bank had acquired carlier in the year.

Interest rates on most types of long- and short-term market securi-
ties had increased on balance since the Junc 8 meeting of the Com-
mittee. Contributing to the upward rate pressures were investor con-
cern about the size of the Treasury’s potential needs for cash and
indications that the Federal Reserve was fostering firmer money
market conditions in an effort to moderate the growth of the monetary
aggregates. The market for State and local government bonds re-
mained under pressure throughout the period, but conditions in the
market for new corporatc bonds—and to a lesser extent in that for
long-term Treasury securitics—improved somcewhat after midmonth,
mainly as a result of some indicated reduction in the forthcoming
volume of new corporate issues,

In short-term markets, rates on Treasury bills were subject to
additional pressurcs arising out of actual and anticipated sales of
bills by forcign official accounts. The market rate on 3-month bills,
at about 4.95 per cent on the day before this mecting, was roughly
50 basis points above its level of 3 wecks earlier. During June banks
raised further their offering rates on large-denomination CD’s, and
carly in the month several medium-sized banks increased their prime
lending rate from 534 to 6 per cent. However, at the time of this
meeting most banks werc maintaining a 5% per cent prime rate,

Contract interest rates on conventional new-home mortgages edged
up during May after trending down for ncarly a year. In the morc
sensitive sccondary market for federally insured mortgages, yields had
turned up in late April and had reachcd a new high for 1971 in carly
June. Sccondary-market yields later stabilized, apparently in part ag
a result of a special FNMA auction of purchase commitments on
June 9, which was aimed at reducing inventories of mortgage com-
panies and other institutions that originated loans for resale. Inflows
of savings funds to nonbank thrift institutions remained large dur-
ing the first half of June.

Tentative estimates for June suggested that consumer-type time
and savings deposits at commercial banks were continuing to cxpand
at the relativcly rapid rate of the two preceding months and that the
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volume of large-denomination CD’s outstanding was rising somewhat
from its average level in May. It appeared from data for weekly
reporting banks that the sharp increase in business loans recorded in
May was not continuing in June. Total bank credit, as mcasured
by the adjusted proxy scries—daily-average member bank deposits,
adjusted to include funds from nondeposit sources—was tentatively
estimated to have risen at an annual rate of about 7.5 per cent from
May to June and about 7 per cent over the second quarter as a
whole.? Over the first quarter, the adjusted bank credit proxy had
increased at a rate of approximately 11 per cent.

Both the narrow and the broader measures of the money stock-—
M, (private demand deposits plus currency in circulation) and M,
(M, plus commercial bank time deposits other than large-denomina-
tion CD’s)—appeared to be growing rapidly on the average in June,
although not so rapidly as in May. For the sccond quarter as a
whole, M, was currently estimated to have expanded at a rate of about
11.5 per cent, and M, at a 13 per cent rate.

System open market operations in the period since the June 8
mecting of the Committee had been directed at attaining somewhat
firmer conditions in the moncy market in light of the continued rapid
growth of the monetary aggregates. The Federal funds rate, which
had been fluctuating around 434 per cent shortly before the preced-
ing meeting, rose gradually over the pcriod to the neighborhood of
5% per cent. In the 3 weeks ending June 23 member bank borrow-
ings averaged about $390 million, compared with about $330 million
in the preceding 4 weeks.

Staff analysis suggested that, if conditions in the money market
were similar to those that had prevailed on the average during the
period since the previous meeting, M, would grow slightly less in the
third quarter than it had in the second, and growth in M, also would
slow somewhat. In contrast, the adjusted bank credit proxy was ex-
pected to expand more rapidly in the third quarter than it had in the
second, According to the analysis, if money market conditions were
somewhat firmer, it was likely that both M, and M, would cxpand at
annual rates in the neighborhood of 9 per cent over the third quarter,

® Calculated on the basis of the daily-average level in the last month of the
quarter relative to that in the last month of the preceding quarter.,
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but that growth in thesc aggregates would recede to quite modest
proportions by the final quarter of the year.

In the Committee’s discussion considerable concern was cx-
pressed about the rapid growth in the monetary aggregates, particu-
larly in light of the persistence of inflationary pressures and cxpecta-
tions. At the same time, concern was expressed about the rccent
upward pressurcs on interest rates, in view of the dependence of the
current economic recovery on continued expansion in such interest-
sensitive scctors of the cconomy as residential construction.

While the members agreed that an unduly sharp firming of money
market conditions should be avoided because of the risk of undesired
repercussions on market interest rates, the Committce decided that
open market operations in the coming period should be directed at
achiecving more moderate growth in monetary aggregates over the
months ahcad. As at the preceding meeting, it was agreed that ac-
count should be taken of developments in capital markets in the con-
duct of operations.

The following current cconomic policy directive was issued to the
Federal Reserve Bank of New York:

The information reviewed at this meeting suggests that real out-
put of goods and services is expanding modcrately in the current
quarter and that the unemployment rate has remained high. Wage
rates in most scctors arc continuing to rise at a rapid pace. The
rate of advance in both consumer prices and wholesale prices of
industrial commodities has stepped up again recently after moder-
ating carlier in the year. In June, according to tentative cstimates,
the money stock both narrowly and broadly defined is still growing
rapidly on average, although less than in May; growth in the bank
credit proxy remains below the first-quarter rate. Interest rates on
most types of market securitics have increased on balance in recent
weeks. The market exchange rate for the German mark has ad-
vanced, and a substantial flow of funds from Germany to other
markets has occurred in recent weeks. In consequence of a partial
reversal of the carlier speculative outflows of short-term capital
from the United States and of an increase in Euro-dollar borrowings
of U.S. banks, there has been a surplus in the U.S. payments balance
on the official settlements basis in this period. The U.S. merchan-
dise trade balance, which had been in small surplus in the first
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quarter, was in deficit in April and May. In light of the foregoing
developments, it is the policy of the Federal Open Market Commit-
tee to foster financial conditions conducive to the resumption of sus-
tainable economic growth, while encouraging an orderly reduction
in the rate of inflation, moderation of short-term capital outflows,
and attainment of reasonable equilibrium in the country’s balance
of payments.

To implement this policy, the Committee seeks to achieve more
moderate growth in monetary aggregates over the months ahead,
taking account of developments in capital markets. System open
market operations until the next meeting of the Committee shall
be conducted with a view to achieving bank reserve and money
market conditions consistent with those objectives.

Votes for this action: Messrs. Burns, Hayes,
Brimmer, Clay, Daane, Maisel, Mayo, Mitchell,
Morris, Robertson, Sherrill, and Coldwell. Votes
against this action: None.

Absent and not voting: Mr. Kimbrel. (Mr.
Coldwell voted as his alternate.)

2. Amendment to continuing authority directive.

The Committee amended paragraph 2 of its continuing authority
directive to the Federal Reserve Bank of New York with respect to
domestic open market operations, to reduce the dollar limit on Fed-
eral Reserve Bank holdings of short-term certificates of indebtedness
purchased directly from the Treasury from $2 billion to $1 billion.

Votes for this action: Messrs, Burns, Hayes,
Brimmer, Clay, Daane, Maisel, Mayo, Mitchell,
Morris, Robertson, Sherrill, and Coldwell. Votes
against this action: None.

Absent and not voting: Mr. Kimbrel, (Mr.
Coldwell voted as his alternate.)

The dollar limit in question had been increased to $2 billion at
the preceding meeting of the Committee, after the System Account
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Manager advised that an expected sharp decline in the Treasury’s
cash balance in the period before the mid-June tax payment date
might necessitate temporary borrowing by the Treasury from the
System in an amount exceeding the then-existing $1 billion limit. It
had been anticipated at the time of that action that the $1 billion
limit would be restored at today’s meeting.




Law Department

Statutes, regulations, interpretations, and decisions

SECURITIES CREDIT TRANSACTIONS:
RULES GOVERNING BORROWERS

Pursuant to section 7(f) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78g), as amended
by an Act of October 26, 1970 (84 Stat, 1114),
the Board of Governors has adopted, effective
November 1, 1971, a regulation governing bor-
rowers who obtain securities credit.

The new regulation—designated Regulation X
—will require persons borrowing in the United
States to comply with the margin regulations ap-
plicable to the lender extending him credit on
sccurities. If a U.S. person borrows abroad, he

must, with certain exceptions, comply with the
provisions of the margin regulation that would
apply if the credit were obtained in the United
States.

The Board’s regulations regarding lenders are
Regulation G, “Securities Credit by Persons Other
than Banks, Brokers, or Dealers”, Regulation T,
“Credit by Brokers and Dealers”, and Regulation
U, “Credit by Banks for the Purpose of Purchas-
ing or Carrying Margin Stocks”. The text of
Regulation X reads as set forth below. (The
Statutory Appendix, which is not printed herein,
referred to in the Regulation comprises parts of
15 US.C. 78.)

REGULATION X
(12 CFR 224)

Effective November 1, 1971

RULES GOVERNING BORROWERS WHO OBTAIN
SECURITIES CREDIT *

SECTION 224.1—SCOPE OF PART

This Part 224 (Regulation X) contains Rules
and Regulations promulgated by the Board of
Governors of the Federal Reserve System (“the
Board”) under the Securities Exchange Act of
1934 as amended (‘“‘the Act”) and applies to all
persons described below who obtain, receive, or
enjoy the beneficial use of credit for the purpose
of purchasing or carrying securitics.! For defini-
tions of technical terms see section 224.5, Parts
207, 220, and 221 (Margin Regulations G, T, and
U) and the Statutory Appendix. The purpose of
this part (Regulation X) is to prevent the infusion
of unregulated credit obtained both outside and
within the United States into United States securi-
ties markets in circumvention of the provisions of
the Board’s margin regulations or by borrowers
falsely certifying the purposc of a loan or other-

* This text corresponds to the Code of Federal Regula-
tions, Title 12, Chapter II, Part 224, cited as 12 CFR 224,
The words “this part,” as used herein, mean Regulation X,

'15 U.S.C. 78g.
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wise wilfully and intentionally evading the pro-
visions of those regulations. When the term “ob-
tain credit” is used in this part (Regulation X) it
means “‘obtain, receive, or enjoy the beneficial use
of credit” and when the term “purpose credit” is
used, it means “credit for the purpose of purchas-
ing or carrying securities.” When the term ‘“bor-
rower” is used, it means a person who obtains
credit. This part (Regulation X) implements sec-
tion 7(f) of the Act, and generally applies to
borrowers who are:

(a) Persons who obtain credit from within the
United States, or

(b) Those persons who obtain credit from out-
side the United States who are:

(1) United States persons,?

(2) Foreign persons who are controlled by
United States persons,?® or

?For definition of the term ‘“United States person,” sec

Statutory Appendix, section 7(f)(2) (A).

3 For definition of the term ‘“foreign person controlled
by a United States person,” see Statutory Appendix, sec-
tion 7(f) (2) (C).



(3) Forcign persons acting on behalf of or
in conjunction with ' United States persons.

SECTION 224.2—-GENERAL RULE

(a) Credit obtained from within the United
States. A borrower shall not obtain any purpose
credit from within the United States unless he does
so in compliance with the following conditions:

(1) Credit obtained from a G-lender shall con-
form to the provisions of Part 207 (Regulation
G), which is hereby incorporated in this part
(Regulation X). When the term “G-lender™ is
used in this part (Regulation X), it mcans a per-
son who is not a broker/dealer or bank, who in
the ordinary course of his business extends, main-
tains, or arranges credit that is secured, dircctly or
indirectly, in whole or in part, by collateral that
includes any margin sccuritics, and who is subject
to the registration requirement of section 207.1(a)
of Part 207 (Regulation G).

(2) Credit obtained from a broker/dcaler shall
conform to the provisions of Part 220 (Regula-
tion T), which is hereby incorporated in this part
(Regulation X). When the term “broker/dcaler”
is used in this part (Regulation X), it means a
person who is a broker or dealer, including cvery
member of a national sccuritics cxchange, and
includes a foreign branch or subsidiary of a
broker/dealer.

(3) Credit obtained from a bank shall con-
form to the provisions of Part 221 (Regulation
U), except for section 221.2(i). Except for such
section, Part 221 (Regulation U) is hereby incor-
porated in this part (Rcgulation X). When the
term “bank” is used in this part (Regulation X),
it means a bank that is subject to Part 221 (Regu-
lation U).5

(b) Credit obtained from outside the United
States. (1) A United States person or forcign
person controlled by a United States person or
acting on behalf of or in conjunction with such
a person shall not obtain any purpose credit ¢ from
outside the United States except in compliance
with the following conditions:

(i) Credit obtained from a foreign branch of a

s

' For definition of the term “acting on behalf of or in
conjunction with,” see section 224.5(a) of this part (Regu-
lation X).

*For definition of the term “bank™ meaning “bank
that is subject to Regulation U,” see section 224.5(b) of
this part (Regulation X) and Statutory Appendix, section
3(a)(6).

*For definition of the term *“‘purpose credit,” see sec-
tion 224.5(j) of this part (Regulation X).

G-lender shall conform to the provisions of Part
207 (Regulation G), except that the requirement
of section 207.1(e) as to obtaining a statement of
the purpose of the credit shall not apply.

(ii) Credit obtained from a foreign branch or
subsidiary of a broker/dcaler shall conform to the
provisions of Part 220 (Regulation T).

(iii) Credit obtained from a foreign branch of
a bank shall conform to the provisions of Part 221
(Regulation U) which would apply if the credit
were obtained from the head office of the bank in
the United States, except that the requirement of
scction 221.3(a) of Part 221 (Regulation U) as
to obtaining a statement of the purpose of the
credit shall not apply.

(iv) Credit obtained from a forcign lender shall
conform to the provisions of Part 207 (Regula-
tion G) which would apply if the person extend-
ing, arranging, or maintaining the credit were a
G-lender, except that the requirement of sce-
tion 207.1(¢) of Part 207 (Regulation G) as to
obtaining a statement of the purposc of the credit
shall not apply. When the term “foreign lender”
is used in this part (Regulation X) it means any
person, other than a United States person, who in
the ordinary course of his business extends, main-
tains, or arranges purpose credit outside the
United States and who is not a foreign branch or
subsidiary of a broker/dealer, a foreign branch of
a bank, or a foreign branch of a G-lender.

(2) The provisions of subparagraph (1) of this
paragraph 224.2(b) shall not apply to credit ¢x-
tended before November 1, 1971, except that as
to credit extended after October 26, 1970, the
requirements as to withdrawals and substitutions
of collateral shall apply after May [, 1972, as
follows: the requirements in paragraph 207.1(j)
of Part 207 (Regulation G) shall apply to credit
obtained from a foreign branch of a G-lender or
from a foreign lender: the requirements in para-
graph 220.3(b) of Part 220 (Regulation T) shall
apply to credit obtained from a forcign branch or
subsidiary of a broker/dealer; and the require-
ments in paragraph 221.1(b) of Part 221 (Regula-
tion U) shall apply to credit obtained from a
forcign branch of a bank.

(3) Record of credit. Every borrower subject
to this Part 224 (Regulation X) who obtains any
credit from a lender described in subdivisions (i),
(iii), or (iv) of paragraph 224.2(b) (1), if such
credit is sccured directly or indirectly, in whole or
in part, by collateral that includes any security,
shall prepare and retain in his records, for at lcast
6 years after such credit is extinguished, a record
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substantially in conformity with the requirements
of Federal Reserve Form X-1.

SECTION 224.3—EXEMPTIONS

The following classes of persons shall be ex-
empted from the provisions of section 7(f) of the
Act and this part (Regulation X) to the extent
described below:

(a) A United States person whose permanent
residence is outside the United States, and who
does not during any calendar year obtain a total
of more than $5,000 or have outstanding at any
time during any calendar year a total of more
than $5,000 in credit obtained outside the United
States to purchase or carry margin securities.

(b) A borrower who is not a United States
person, but is controlled by or acting on behalf
of or in conjunction with such person, who ob-
tains credit for the purpose of bona fide clearing,
market making, or arbitrage transactions in off-
shore debt securities that are convertible into mar-
gin securities, except that any credit outstanding
against collateral consisting of such securities shall
be brought into conformity with the other pro-
visions of this part (Regulation X)7 upon the con-
version of such securities into margin securities.

(c) A borrower who is not a United States
person, but is controlled by or acting on behalf of
or in conjunction with such person, who obtains
credit from outside the United States, which bor-
rower has been exempted by the Board of Gov-
ernors of the Federal Reserve System, by Order,
from the requirements of this part (Regulation
X), either unconditionally or upon specified terms
and conditions or for stated periods, upon a find-
ing that exceptional circumstances warrant the
granting of such an exemption, and that the ex-
emption is consonant with the purposes of sec-
tion 7(f) of the Act and the provisions of this part
(Regulation X).

SECTION 224.4—REPORTS AND RECORDS

Every borrower described in section 224.1 who
obtains any credit that is secured directly or in-
directly, in whole or in part, by collateral that
includes any securities, shall maintain such rec-
ords and file such reports as may be prescribed by
the Board of Governors of the Federal Reserve
System to enable it to perform the functions
conferred upon it by the Act.

" Including Parts 207, 220, or 221 (Regulations G, T,
and U) where applicable.

SECTION 224.5—DEFINITIONS

Unless the context otherwise requires, or it is
otherwise specified herein, the terms used in and
for the purposes of this part (Regulation X) have
the meanings given them in this section 224.5, in
sections 3(a) or 7(f) of the Act, or in Parts 207,
220, or 221 (Regulations G, T, or U). The rele-
vant portions of sections 3(a) and 7(f) of the Act
are set forth in the Statutory Appendix. In the
case of inconsistency between definitions appear-
ing in this section 224.5 and those appearing in
Parts 207, 220, or 221 (Regulations G, T, or U),
the definition appearing in the regulation that ap-
plies to the particular credit involved, whether
Parts 207, 220, or 221 (Regulations G, T, or U),
shall prevail.

(a) The term “acting on behalf of or in con-
junction with” in reference to a foreign person
means obtaining credit for the purpose of pur-
chasing or carrying a security in which, or in the
income or gains or losses from which, a United
States person or a foreign person controlled by a
United States person has a substantial direct or
indirect beneficial interest. Absent these factors
the term does not include an interest derived
solely from the ownership of less than 50 per cent
of the outstanding capital stock issued by such
foreign person who is obtaining such credit.

(b) The term “bank” means a bank as defined
in section 3(a) (6) of the Act, including a foreign
branch of a bank, except that such term does not
include a bank which is a member of a national
securities exchange, a foreign affiliate of a bank,
or a foreign bank.

(c) The term “broker/dealer” means any
broker or dealer including every member of a
national securities exchange, and includes a for-
eign branch or subsidiary of a broker/dealer.

(d) The term “foreign lender” means a person,
other than a United States person, who in the
ordinary course of his business extends, maintains,
or arranges purpose credit outside the United
States and who is not a foreign branch or sub-
sidiary of a broker/dealer, a foreign branch of a
bank, or a foreign branch of a G-lender.

(e) The term “G-lender” means a person who
is not a broker/dealer or bank, who in the ordi-
nary course of his business extends, maintains, or
arranges credit that is secured, directly or in-
directly, in whole or in part, by collateral that
includes any margin securities, and who is sub-
ject to the registration requirement of section
207.1(a) of Part 207 (Regulation G).
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(f) The term “indirectly secured” includes any
arrangement with the lender under which the right
ot ability to sell, pledge, or otherwise dispose of
securities owned by the borrower (or by any other
person who has made the use of such securities
available to the borrower) is in any way restricted
as long as the credit remains outstanding, or under
which the exercise of such right, whether by
written agreement or otherwise, is or may be
cause for acceleration of maturity of the credit.
The foregoing shall not apply, however—

(1) if such restriction arises solely by virtue of
an arrangement with the lender which pertains
generally to the borrower’s asscts unless a sub-
stantial part of such assets consists of margin
securities, or

(2) if the lender in good faith has not relied
upon such securitics as collateral in the extension
or maintenance of the particular credit, or

(3) to securities held by the lender only in the
capacity of custodian, depositary, or trustee, or
under similar circumstances, if the lender in good
faith has not relied upon such securities as col-
lateral in the extension or maintenance of the
particular credit.

(g) The term “lender” means a person who in
the ordinary course of his business extends, main-
tains, or arranges for credit, including a G-lender,
a broker/dealer, a bank, and a forcign lender.

(h) The term “margin security” shall have thc
meaning of “margin sccurity” as defined in sec-
tion 207.2(d) of Part 207 (Regulation G) if the
borrower is obtaining credit from a G-lender or
a foreign lender, the meaning of “margin security”
as defined in section 220.2(f) of Part 220 (Regu-
lation T) if the borrower is obtaining credit from
a broker/dealer, and the meaning of “margin
stock” as defined in section 221.3(v) of Part 221
(Regulation U) if the borrower is obtaining credit
from a bank.

(i) The term “offshore debt security” as to this
part (Regulation X) means a debt security offered
only outside the United States, the purchase of
which by a United States person would give rise
to a liability under the Interest Equalization Tax
(26 U.S.C. 4911 et seq).

(j) The term “purpose credit” means credit for
the purpose of purchasing or carrying securities.
The purpose of a credit is determined by sub-
stance rather than form, The following are some
examples of purpose credit:

(1) Credit which is for the purpose, whether
immediate, incidental, or ultimate, of purchasing
or carrying a security is “purpose credit,” despite
any temporary application of the funds otherwise.

(2) Credit to enable the borrower to reduce or
retirc indebtedness which was originally incurred
to purchase a security is for the purpose of “carry-
ing” such a security.

(3) Credit that is secured directly or indirectly,
in wholc or in part, by collateral that includes any
securities, is presumed to be for the purpose of
purchasing or carrying securities, unless the bor-
rower has complied with the requirements of Part
207 (Regulation G), Part 220 (Regulation T), or
Part 221 (Regulation U) as to the statement of
the purpose of a credit, if such requirements are
applicable, or in the case of credit obtained from
a foreign lender, can furnish satisfactory evidence
of the use of the credit for a purpose other than
purchasing or carrying sccurities.

(4) An extension of credit provided for in a
plan, program, or investment contract offered or
sold or otherwise initiated after August 31, 1969,
which provides for the acquisition both of any
securities and of goods, services, property inter-
ests, or investments,

(k) The term “obtain credit” means to obtain,
receive, or enjoy the beneficial use of credit.

(1) The term “United States” includes any State
of the United States, the District of Columbia,
Puerto Rico, the Canal Zone, the Virgin Islands,
or any other posscssion of the United States.

SECTION 224.6—MISCELLANEOQUS
PROVISIONS

(a) Innocent mistake. An innocent mistake
made in good faith by a borrower in connection
with the obtaining of a credit shall not be deemed
to be a violation of this part (Regulation X) if
promptly after discovery of the mistake the bor-
rower takes whatever action is practicable to
remedy the non-compliance,

(b) Aiding or abetting, Any person who wil-
fully aids or abets the violation by any other per-
son of any provision of this part (Regulation X)
shall be deemed to be in violation of this part
(Regulation X). For the purpose of this para-
graph, the term “aids or abets” shall include, but
not be limited to, counsels, commands, induces, or
procures,
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BANK HOLDING COMPANIES: PRESUMPTIONS
REGARDING CONTROL; FOREIGN BUSINESS
ACTIVITIES OF DOMESTIC COMPANIES

The Board of Governors has amended its Regu-
lation Y, “Bank Holding Companies”, with respect
to (1) presumptions regarding control of a bank
or other company (section 222.2) and (2) the
types of foreign business activities in which
domestic bank holding companies may engage. In
addition, to avoid unnecessary repetition of sta-
tutory provisions in its regulation, sections 222.3
(c) and (d) are deleted.

The text of the amendments, effective Septem-
ber 21, 1971, reads as follows:

AMENDMENTS TO REGULATION Y

Section 222.2 is amended, sections 222.3(c)
and (d) are deleted, and section 222.4 is amended
by adding paragraph (f) as set forth below:

SECTION 222.2—DETERMINATIONS
REGARDING CONTROL

(a) Conclusive presumptions of control. Con-
clusive presumptions that a company controls a
bank or other company are established by section
2(a)(2)(A) and (B) and by section 2(g) (1) and
(2) of the Act. In addition, the Board has deter-
mined that, whenever the transferability of 25
per cent or more of any class of voting securities
of a company is conditioned in any manner,
whether pursuant to an agreement, by-law, article
of incorporation, or otherwise, upon the transfer
of 25 per cent or more of any class of voting
securities of another company, the holders of the
securities affected by the condition (that is, those
who hold both the securities whose transferability
is so conditioned and the securities whose transfer
can be required to satisfy the condition) con-
stitute, in their capacity as such, a “company” for
the purposes of the Act unless one of the issuers
of such securities is a subsidiary of the other and
is so identified in an order of the Board or in a
registration statement or report accepted by the
Board under the Act.

(b) Rebuttable presumptions of control. A re-
buttable presumption that a company controls a
bank or other company is established by section
2(g) (3) of the Act. In addition, the Board has es-
tablished, for use in proceedings instituted in ac-
cordance with the procedures of paragraph (c)
below, the following rebuttable presumptions:

(1) A company that owns, controls, or has
power to vote more than 5 per cent of any class

of voting securities of a bank or other company
(except where such securities are held in a fidu-
ciary capacity and the company does not have
sole discretionary authority to excrcisc the voting
rights) presumably controls that bank or other
company if (i) one or more of the company’s di-
rectors, trustees, or partners, or officers or em-
ployees with policymaking functions serves in any
of these capacities with the bank or other com-
pany, and (ii) no other person owns, controls, or
has power to vote as much as 5 per cent of any
class of voting securities of that bank or other
company.

(2) A company that owns, controls, or has
power to vote more than 5 per cent of any class
of voting securitics of a bank or other company
(except where such securities are held in a fidu-
ciary capacity and the company does not have
sole discretionary authority to exercise the voting
rights) presumably controls that bank or other
company if additional voting securities are owned,
controlled, or held with power to vote by indi-
viduals (or members of their immediate families
as defined in § 206.2(k) of this chapter (Regula-
tion F)) who are directors, officers, trustees, or
partners of the company (or own, directly or in-
directly, 25 per cent or more of any class of vot-
ing securities of the company) and, together with
the company’s sccurities, aggregate 25 per cent or
more of any class of voting securities of that bank
or other company.

(3) A company that enters into any agreement
or understanding with a bank or other company
(other than an investment advisory agreement),
such as a management contract, pursuant to which
the company or any of its subsidiaries exerciscs
significant influence with respect to the general
management or overall operations of the bank or
other company presumably controls such bank
or other company.

(4) A company that enters into any agreement
or understanding under which the rights of a
holder of voting securities of a bank or other
company are restricted in any manner presumably
controls the shares involved, unless the agreement
or understanding (i) is a mutual agreement among
shareholders granting to each other a right of first
refusal with respect to their shares, or (ii) is inci-
dent to a bona fide loan transaction, or (iii) relates
to restrictions on transferability and continues
only for such time as may reasonably be necessary
to obtain approval from a Federal bank super-
visory authority with respect to acquisition by the
company of such securities.
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(5) A company that owns directly or indirectly
securitics that are immediately convertible at the
option of the holder or owner thercof into voting
securities presumably owns or controls the voting
sccurities.

(c) Procedures for determining control. (1) In
any case in which a presumption established by
paragraph (b) of this scction applics, or in any
other case where it appears to the Board that a
company exercises a controlling influence over the
management or policies of a bank or other com-
pany, and the company has not complied with the
provisions of the Act, the Board may inform the
company that a preliminary determination of con-
trol has been made on the basis of the facts sum-
marized in the communication. Such company
shall within 30 days (or such longer period of time
as may be permitted by the Board) (i) indicate to
the Board its willingness to terminate the control
relationship and to furnish promptly its specific
plan to do so; or (ii) state that it will promptly
seck Board approval to rctain the control relation-
ship, or, if the control relationship has existed
continuously since prior to December 31, 1970
(in a manner not covered by section 2(a)(2) (A)
or (B)), that it will register as a bank holding
company or, if already a holding company, report
the bank or other company as a subsidiary, or
otherwise comply with the applicable provisions of
the Act; or (iii) set forth such facts and circum-
stances as may support its contention that there is
not a control relationship.

(2) A company may request a hcaring to con-
test the Board's preliminary determination of con-
trol. In the event a hearing is held, any applicable
presumptions established by paragraph (b) of this
section shall be considered in the usual manner in
accordance with the rules of evidence, and the
Board will by order, on the basis of the record of
the hearing, decide the issues involved and direct
such action as may be necessary or appropriate in
the circumstances. In the event no hearing is held,
but the preliminary determination of control is
contested, the Board will decide the matter on the
basis of the evidence available to it, relying on the
presumptions established in paragraph (b) of this
section, and will by order direct such action as
may be necessary or appropriate in the circum-
stances.

SECTION 222.4—NONBANKING
ACTIVITIES
* n i

(f) Foreign activities of domestic holding com-

panies. (1) Any bank holding company may, with
the consent of the Board, own or control voting
shares of any company in which a company or-
ganized under section 25(a) of the Federal Re-
serve Act (12 U.S.C. 611-631) may invest other
than a company that accepts deposits or similar
credit balances in the United States.

(2) The procedures governing the Board’s con-
sent shall be the same as those set forth in § 211.8
of this chapter (Regulation K). In addition, the
Board grants its general consent for any bank
holding company to acquire from any of its sub-
sidiaries any shares the subsidiary holds with the
consent of the Board pursuant to Parts 211 or 213
of this chapter (Regulations K and M). The Board
may at any time, upon notice, suspend the gencral
consent procedures with respect to any bank hold-
ing company or with respect to the acquisition of
shares of companics engaged in particular Kinds
of activities.

(3) It shall be a condition to the Board's
specific consent to the continued holding of voting
shares of any subsidiary of a bank holding com-
pany which are acquired or held on the basis of
an cxemption under section 4(c)(13) of the Act
that the subsidiary may take the following actions
only with prior Board approval: (a) establish
branch offices or agencies in the United States or
to engage in receiving deposits in any forcign
country (other than a forcign country in which
it alrecady has such an activity with the Board’s
approval) or (b) issue in the United States any
debentures, bonds, promissory notes, or similar
obligations, other than instruments or obligations
due within one year.

(4) A bank holding company shall inform the
Board, through its Federal Reserve Bank within
30 days after the close of cach semiannual period,
of all shares acquired or disposed of during that
period that are or were held under the authority
of this paragraph. With respect to any acquisi-
tion, such information shall (unless previously fur-
nished) include brief descriptions of the business
of the companics whose shares were acquired.

TRUTH IN LENDING

The Board of Governors has amended Regu-
lation Z, “Truth in Lending”, in order to add
Columbus Day as a holiday for purposes of cal-
culating the time in which certain credit trans-
actions may be rescinded. This is reflected in an
amendment to footnote 14 in section 226.9, effcc-
tive Qctober 1, 1971, as set forth below:
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AMENDMENT TO REGULATION Z

Footnote 14 in section 226.9 is amended to
read as follows:

SECTION 226.9—RIGHT TO RESCIND
CERTAIN TRANSACTIONS

" * " # *

X For the purpose of this section, a business day is any
calendar day except Sunday and those legal public holidays
specified in Section 6103(a) of Title 5 of the United States
Code (New Year’s Day, Washington's Birthday, Memorial
Day, Independence Day, Labor Day, Columbus Day,
Veterans Day, Thanksgiving Day and Christmas Day).

DELEGATION OF AUTHORITY

The Board of Governors has amended its Rules
Regarding Delegation of Authority effective Sep-
tember 2, 1971, pursuant to the provisions of
section 11(k) of the Federal Reserve Act (12
U.S.C. 248(k)) to delegate to the Director of its
Division of Supervision and Regulation authority
to approve, upon application, a repayment sched-
ule with respect to the deficiency on stock option
loans as defined in § 207.4(a)(2)(ii) of Regu-
lation G in lesser amounts and over longer
periods of time than those prescribed therein. The
text of the amendment reads as follows:

AMENDMENT TO
RULES REGARDING DELEGATION
OF AUTHORITY

Section 265.2(c) is amended by adding sub-
paragraph (18) as set forth below:

SECTION 265.2(c)—SPECIFIC FUNCTIONS
DELEGATED TO BOARD EMPLOYEES
AND FEDERAL RESERVE BANKS

* * * * *

(c) The Director of the Division of Supervision
and Regulation (or, in his absence, the Acting
Director) is authorized:

* * * * *

(18) Under the provisions of § 207.4(a)(2)
(ii) of this chapter (Regulation G) to approve re-
payments of the “deficiency” on stock option loans
in lower amounts and over longer periods of time
than those specified in the regulation.

ORDERS UNDER BANK MERGER ACT

THE WESTERN GREENBRIER BANK,
RAINELLE, WEST VIRGINIA

In the matter of the application of The Western
Greenbrier Bank, Rainelle, West Virginia, for ap-
proval of acquisition of assets and assumption of
liabilities of The Bank of Rainelle, Rainelle, West
Virginia.

ORDER APPROVING APPLICATION FOR ACQUISITION
OF ASSETS AND ASSUMPTION OF LIABILITIES
UNDER BANK MERGER ACT

There has come before the Board of Governors,
pursuant to the Bank Merger Act (12 US.C.
1828(c)), an application by The Western Green-
brier Bank, Rainelle, West Virginia (‘‘Greenbrier
Bank”), a member State bank of the Federal
Reserve System, for the Board’s prior approval of
the merger of that bank with The Bank of
Rainelle, Rainclle, West Virginia (“Rainelle
Bank™), by means of the purchase of assets and
assumption of liabilities of the Rainelle Bank.
Upon consummation of the transaction the present
office of the Rainelle Bank will be closed. Notice
of the proposed action, in form approved by the
Board, has been published as required by said Act.

In accordance with the Act, the Board requested
reports on competitive factors involved from the
Attorney General, the Comptroller of the Cur-
rency, and the Federal Deposit Insurance Corpo-
ration. The Board has considercd all relevant ma-
terial contained in the record in the light of the
factors set forth in the Act, including the effect
of the proposal on competition, the financial and
managerial resources and prospects of the banks
concerned, and the convenience and needs of the
communities to be served, and finds that:

Rainelle Bank ($3.9 million deposits), the
smallest of six banks in Greenbrier County holding
9 per cent of county deposits, is the smaller of two
banks located in Rainelle. Tt was established in
1911 as a subsidiary of a local lumber company
and throughout its existence has served primarily
as a depository for the benefit of that company
and its employees. In December 1970, Georgia
Pacific Corporation and its subsidiary, Georgia
Pacific Timber Corporation, acquired the assets of
the lumber company and, as an incident to that
acquisition, the Rainelle Bank. Shortly thereafter,
upon passage of the Bank Holding Company Act
Amendments of 1970 on December 31, 1970, the
Georgia Pacific corporations became holding com-
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panies subject to the provisions of the Act. Pursu-
ant to section 4(c)(12) of the Act, the Georgia
Pacific corporations have filed with the Board of
Governors irrevocable declarations of intent to
divest themselves of their interest in Rainelle
Bank.

The present proposal comes as a result of
Georgia Pacific’s efforts to dispose of its interest in
Rainelle Bank pursuant to the aforesaid declara-
tion. Numerous individuals and banking organ-
izations were contacted by Georgia Pacific for
the purposc of finding a prospective purchaser of
Rainelle Bank. All cfforts to sell the stock of
Rainelle Bank including such efforts to sell the
Bank to residents of the Rainelle area or another
bank outside of Rainclle were unsuccessful,
Georgia Pacific is thus presented with the alterna-
tive of liquidating Rainclle Bank or disposing of
it by merger with Greenbricr Bank. If this appli-
cation is denied, Georgia Pacific intends to
liquidate Rainelle Bank.

A principal reason given for Georgia Pacific's
failure to interest any prospective purchaser other
than Greenbrier Bank is that West Virginia laws
prohibit branching and the formation of bank
holding companies in the State. Any cxisting bank
acquiring Rainelle Bank, therefore, would have
to ceasc operating at any other location to be able
to continue the activities of Rainellc Bank in
Rainelle. Rainelle Bank has operated in rent-free
quarters owncd by the lumber company. These
facilities are inadequate and it will be neccssary
for any purchaser to construct new banking quar-
ters. Georgia Pacific has said it would not im-
prove Bank’s facilities because of its intent to
cease the Bank’s operations pursuant to its irre-
vocable declaration filed with the Board. The
necessity for the construction of new quarters
coupled with the economy of the Rainclle arca,
discussed below, have been further factors in-
fluencing necgatively the decision of prospective
purchasers.

Rainelle (population 1,800) is an cconomically
stagnant and geographically remote community
situated in a mountainous area in the southeastern
section of the State of West Virginia. Population
of the Rainelle area decreased significantly in the
last 10 years, in part as a result of local coal min-
ing facilities becoming highly mechanized and the
location of the community. Future prospects {or
cconomic growth arc very uncertain and the
operation of the lumber mill, formerly Rainclle’s
largest employer, as a consequence of its acquisi-

tion by Georgia Pacific, is to become highly
automated, resulting in further unemployment in
the area.

Rainelle Bank has never functioned aggressively
as a commercial bank, cither by way of competing
for deposits in Rainelle or Greenbrier County or
adequately serving the credit nceds of its com-
munity. Its depository character, extremely small
loan to deposit ratio, and failure to improve its
inadequate banking facilitics support this con-
clusion. (Approximately 45 per cent of its demand
deposits derive from 14 accounts; Rainclle Bank's
total loans represent only about 14 per cent of
total deposits.)

Applicant, Greenbrier Bank ($6.2 million de-
posits), located one mile west of Rainelle Bank is
the only potential purchaser that has expressed
any interest in acquiring Rainelle Bank. It is the
fifth largest of six banks in Greenbrier County
with 12 per cent of commercial bank deposits.
Upon consummation of the proposed merger,
Greenbrier Bank will rank second in Greenbrier
County, with approximately 21 per cent of the
commercial bank deposits in the county. Con-
summation of the proposed transaction will have
no significantly adverse cffect upon competition in
Greenbrier County.

Rainclle is located ncar the boundary of Fayette
County which contains offices of eight banks.
Banks located in Alderson, Ronceverte and White
Sulfur Springs advertisc in the Rainelle newspaper
and presently do provide financial services to some
residents of the Rainelle area. Completion of a
new interstate highway leading to these surround-
ing communities will incrcase thc ability of
Rainelle area residents to utilize thesc existing
banking alternatives. While approval of the instant
proposal may appcar to have the effect of elimina-
ting some cxisting competition in the town of
Rainelle, the same elimination of such competition
will occur if this proposal is denied and Rainelle
Bank liquidated.

Terms of the proposed transaction do not ap-
pear to involve the payment of any premium by
the Greenbrier Bank to Georgia Pacific reflecting
the acquisition of a going concern or indicating an
intent on that Bank’s part to acquire a monopoly
position in Rainelle, The virtual certainty that
Rainelle Bank will be liquidated leads to the con-
clusion that any diminution or deterioration in
competition in Rainclle will arise independently
of the proposed merger. Since there is no other
known prospective purchaser for Rainclle Bank,
the Board concludes that the purpose of the pro-
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posed merger is not onc of lesscning competition,
but of mitigating possible undesirable conse-
quences to the community of Rainelle and should
not be viewed as the acquisition of a monopoly by
Applicant of Rainelle.

While the financial condition of Rainelle Bank
is satisfactory, it faces serious management suc-
cession problems since its chicl operating officer is
in poor health and has stated his intention to
retire and there is no successor available from the
bank’s present staff. The financial condition of
Greenbricr Bank is satisfactory although it also
has a rclatively low loan volume. Its management
and banking quarters appear adequate and con-
summation of the present proposal should enable
it to better serve the financial nceds of Rainelle, Tt,
therefore, appears that the financial nceds of the
Rainelle community will be more adequately
served by the strengthened Greenbrier Bank.

Avoidance of public inconveniecnce and con-
fusion brought about by the liquidation of the
Rainelle Bank and the infusion of additional
resources into the Greenbricr Bank, with the
resulting cnlarged lending capability, clearly con-
stitutc significant public intercst benefits to the
convenience and neceds of the Rainelle community
which in our opinion outweigh any anticompetitive
consequences which will result by virtuc of the
approval of this proposal.

The Board has considered all rclevant material
contained in the record, in light of the factors set
forth in the Bank Merger Act, and it is the Board’s
judgment that the proposed transaction would be
in the public intercst, and that the application
should be approved.

IT 1S HEREBY ORDERED, on the basis of the
record, that said application be and hereby is
approved for the reasons summarized above, pro-
vided that the action so approved shall not be con-
summated (a) before the thirtieth calendar day
following the date of this Order or (b) later than
thrce months after the date of this Order, unless
such period is extended for good causc by the
Board or by the Federal Rescrve Bank of Rich-
mond pursuant to delegated authority.

By order of the Board of Governors, October 5,
1971,

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daanc, Maisel, and

Brimmer, Absent and not voting: Chairman Burns
and Governor Sherrill.

(Signed) TYNAN SMITH,
Secretary of the Board.

[SEAL]

THE CITIZENS CENTRAL BANK
ARCADE, NEW YORK

In the matter of the application of The Citizens
Central Bank, Arcade, New York, for approval of
merger with Bank of Elba, Elba, New York,

ORDER APPROVING MERGER OF BANKS

There has come before the Board of Governors,
pursuant to thc Bank Merger Act (12 U.S.C.
1828(c) ), an application by The Citizens Central
Bank, Arcade, New York (“Citizens Bank”), a
member State bank of the Federal Reserve System,
for the Board’s prior approval of the merger of
that bank and Bank of Elba, Flba, New York
(“Elba Bank”), under thc charter and name of
Citizens Bank.

As an incident to the merger, the sole office of
Elba Bank would become a branch of the result-
ing bank. Notice of the proposed merger, in form
approved by the Board, has been published pur-
suant to said Act.

In accordance with the Act, the Board requested
reports on the competitive factors involved from
the Attorncy General, the Comptroller of the
Currency, and the Federal Deposit Insurance Cor-
poration. The Board has considered all relevant
material contained in the record in the light of the
factors set forth in the Act. including the effect of
the proposal on compctition, the financial and
managerial resources and prospects of the banks
concerned, and the convenience and needs of the
communities to be served, and finds that:

Citizens Bank, a subsidiary of Charter New
York Corporation, New York, with deposits of
$35 million, is the eleventh largest of 32 banks
headquartered in New York’s Ninth Banking Dis-
trict wherein it operates five banking offices in
three of the District's cight counties (all banking
data are as of December 31, 1970). FElba Bank,
with deposits of $2 million, operates its sole office
in Elba and is the only bank serving the town.
It is the smallest of threc banks domiciled in
Genesce County wherein it holds 11 per cent of
total county dcposits. The ncarest offices of
Citizens Bank to Elba Bank arc its main office in
Arcade and its branch in Silver Springs, located 46
and 41 miles, respectively, from Elba. In the in-
tervening area there are cight banking offices,
which include branches of the threc largest
Buffalo-based banks.

The relevant market within which the com-
petitive effects of the proposed merger arc to be
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assessed is the Batavia Banking Market, which
cncompasses an area approximately half the dis-
tance between Rochester and Buffalo, consisting of
Gencsec County and the towns of Bennington.
Attica, Middleburg, and Covington in Wyoming
County. Elba Bank is the seventh smallest of
cight banks represcnted in the market. The pro-
posed merger is Applicant’s first cntry into this
market and would result in its control of only 1.9
per cent of the market’s total deposits.

The merging banks do not compete with one
another in the relevant market, and there is no
significant competition between other subsidiary
banks of Charter New York Corporation and Elba
Bank. Further, no substantial potential com-
petition would be foreclosed by consummation of
the proposed merger considering Elba Bank’s size.
the ecconomy of the area, and the restrictions
placed on branching into Elba by New York Statc
banking laws. Consummation of the proposed
transaction would not result in a substantial in-
crease in concentration levels on a local or State-
wide basis. Based upon all the facts revealed in
the record, the Board concludes that the merger
would not have an adverse effect on competition in
any relevant arca.

The financial and managerial resources and
prospects of the merging banks and the resulting
bank are satisfactory and consistent with approval

of the application. Considerations under the con-
venience and needs aspects of the proposal lend
some support in favor of approval since con-
summation of the merger would provide customers
of Elba Bank with a more varied range of banking
services than is presently offered them. Based upon
the foregoing, it is the Board's judgment that con-
summation of the proposal would be in the public
interest and that the application should be ap-
proved.

IT 1S HEREBY ORDERED, On the basis of the find-
ings summarized above, that said application be
and hcreby is approved, provided that the action
so approved shall not be consummated (a) before
the thirtieth calendar day following the datc of this
Order or (b) later than three months after the
date of this Order, unless such period is extended
for good cause by the Board, or by the Federal
Rescarch Bank of New York pursuant to dcle-
gated authority.

By order of the Board of Governors, October 5,
1971,

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Maisel, and
Brimmer, Absent and not voting: Chairman Burns
and Governor Sherrill.

(Signed) TYNAN SMITHI,
Secretary of the Board.

[SEAL]
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ORDERS UNDER SECTION 3 OF BANK HOLDING
COMPANY ACT

BOATMEN’S BANCSHARES, INC.,
ST. LOUIS, MISSOURIL

In the matter of the application of Boatmen’s
Bancshares, Inc., St. Louis, Missouri, for approval
of acquisition of 80 per cent or more of the voting
shares of Bank of O’Fallon, O'Fallon, Missouri.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HoLDING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Rescrve Regula-
tion Y (12 CFR 222.3(a)). an application by
Boatmen's Bancshares, Inc. (“Applicant™), St
Louis, Missouri, a registered bank holding com-
pany, for the Board’s prior approval of the acquisi-
tion of 80 per cent or more of the voting shares of
Bank of O'Fallon (“Bank”), O’Fallon, Missouri.

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the appli-
cation to thc Commissioner of Finance for the
State of Missouri, and requested his vicws and
recommendation. The Commissioner responded
that his office had no objection to approval of the
application,

Notice of receipt of the application was pub-
lished in the Federal Register on June 26, 1971
(36 Fedcral Register 12192), providing an oppor-
tunity for interested persons to submit comments
and views with respect to the proposal. A copy of
the application was forwarded to the United States
Department of Justice for its consideration. Time
for filing comments and views has expired and all
those received have been considered.

The Board has considered the application in the
light of the factors set forth in section 3(¢) of the
Act, including the cffect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of the Applicant
and the banks concerned, and the convenicnce and
needs of the communities to be served, and finds
that:

Applicant has three subsidiary banks with
aggregate deposits of $328.8 million, representing
2.9 per cent of the total commercial bank deposits
in the State and. on the basis of deposits, is the
sixth largest banking organization and sixth largest
bank holding company in Missouri. (All banking
data are as of December 31, 1970, adjusted to

reflect holding company acquisitions and forma-
tions approved by the Board through July 31,
1971.)

Bank ($8.7 million of deposits), the only bank
in O'Fallon, is located 35 miles northwest of St.
Louis, and ranks sixth among the eight banks in
St. Charles County and second among the five
banks competing in its primary service area, which
is approximated by the City of O’Fallon and en-
virons. Bank holds 31.7 per cent of the commer-
cial bank deposits in its primary service area. Each
of Applicant’s present subsidiary banks is located
more than 23 miles from Bank, and none of them
appears to compete with Bank to any significant
extent. It appears, therefore, that consummation
of the proposed acquisition would not eliminate
any meaningful competition, Moreover, in light
of the facts of record, including the distances
separating Applicant’s present subsidiaries from
Bank, Missouri's restrictive branching law, and the
availability of numerous banking alternatives, it
does not appear that any significant potential com-
petition would be foreclosed by the consummation
of Applicant’s proposal.

On the basis of the record before it, the Board
concludes that consummation of the proposed
acquisition would not adversely affect competition
in any relevant area nor have undue adverse effects
on other banks in the area involved and, in fact,
may enhance competition in the service area by
cnabling Bank to beccome a more cffective com-
petitor. The financial and managerial resources
and future prospects of Applicant, its subsidiaries,
and Bank arc gencrally considered satisfactory and
consistent with approval of the application. Con-
siderations relating to the convenience and needs
of the communities to be scrved lend some weight
in support of approval of the application. Appli-
cant proposes to expand many of Bank’s cxisting
services and to assist Bank in cstablishing several
new scrvices, including data processing and trust
scrvices, The residents of Bank's service area
should bencefit from the added convenience result-
ing from the broader range of scrvices offered by
Bank.

In considering this application the Board noted
that the Applicant’s tender offer to stockholders of
Bank is in an amount greater than twice the per
share book value. The premium is equal to 13 per
cent of decposits, and is greater than premiums
ordinarily offered in cases that have been consid-
ered by the Board. As a matter of policy in its
administration of the Holding Company Act, the
Board is concerned with cxcessive premiums. Such
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premiums raisc the question whether holding
companies are making sound business judgments;
they also tend to weaken the carning power of
holding companies. An even more serious question
is whether a bank is being acquired because of a
dominant market position that will be exploited
further by affiliation with a strong holding com-
pany. If so, the public interest would ordinarily
require a holding company to cnter the market
de novo. In the present case, however, in view
of the size of the community and the bank in-
volved and the Board's evaluation of other rele-
vant circumstances in the record, including the
fact that another holding company has applied for
a new charter in O’Fallon, thc Board has con-
cluded that the premium involved, although a mat-
ter of concern, is not such as to require denjal of
the application.

It is the Board’s judgment that consummation of
the proposed acquisition would be in the public
interest, and that the application should be ap-
proved.

IT IS HEREBY ORDERED, on the basis of the
record, that said application be and hereby is
approved for the reasons summarized above, pro-
vided that the acquisition so approved shall not be
consummated (a) before the thirticth calendar
day following the date of this Order or (b) later
than threc months after the date of this Order.
unless such period is extended for good cause by
the Board or by the Federal Rescrve Bank of St
Louis pursuant to delegated authority.

By order of the Board of Governors, September
10. 1971.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daane¢, Maisel, Brimmer,
and Sherrill. Absent and not voting: Chairman Burns.

(Signed) TyNAN SMm1T1.
Secretary.

[sraL]

MIDWEST BANCORPORATION (OI° OHIO).
INC., WILMINGTON. DELAWARE

In the matter of the application of Midwest
Bancorporation (of Ohio), Inc., Wilmington,
Delaware, for approval of action to become a bank
holding company through the acquisition of 100
per cent of the voring shares (less directors’ quali-
Iying shares) of (1) the successor by merger to
The Midwest Bank & Trust Company, Clevelund,
Ohio, and (2) the successor by merger 10 The
Firelands Community Bank, Huron, Ohio.

ORDER APPROVING ACTION TO BECOME
A BANK HoLpING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a) (1) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(1))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)). an application by
Midwest Bancorporation (of Ohio), Inc., Wil-
mington, Delaware, for the Board’s prior approval
of action whereby Applicant would become a bank
holding company through the acquisition of 100
per cent of the voting shares (less dircctors’ quali-
{ying shares) of (1) the successor by merger to
The Midwest Bank & Trust Company, Cleveland,
Ohio (“"Midwest Bank™), and (2) the successor by
merger to The Firelands Community Bank,
Huron. Ohio (“‘Firclands Bank™).

The banks into which Midwest Bank and Fire-
lands Bank arc to be merged have no significance
except as a means of acquiring the voting shares
of the banks involved. Accordingly, the proposed
acquisition ol the shares of the successor organiza-
tions arc treated herein as the proposed acquisi-
tions of the shares of Midwest Bank and Firclands
Bank.

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the appli-
cation to the Ohio Superintendent of Banks, and
requested his views and recommendation. The
Superintendent of Banks offered no objection to
approval of the application.

Notice of receipt of the application was pub-
lished in the Federal Register on July 29, 1971 (36
Federal Register 14080). providing an opportunity
for interested persons to submit comments and
views with respect to the proposal. A copy of the
application was forwarded to the United States
Department of Justice for its consideration, Time
for filing comments and views has expired and all
those received have been considered.

The Board has considered the application in the
light of the factors sct forth in section 3(c¢) of the
Act. including the effect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of the Applicant
and the banks concerned, and the convenience and
needs of the communitics to be served, and finds
that:

Applicant is a newly-organized corporation.
Upon consummation of the proposal hercin, Ap-
plicant would control $41 million in deposits,
representing .19 per cent of total commercial bank
deposits in the State, and would become the cighth
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largest of the nine multi-bank holding companics
operating in Ohio. (All banking data are as of
December 31, 1970, adjusted to reflect holding
company formations and acquisitions approved by
the Board through August 31, 1971.)

Midwest Bank ($25.7 million deposits), the
only oflicc of which is located in downtown
Cleveland, operates in the Cleveland banking
market, which is approximated by Cuyahoga,
Geauga, Lake, and Torain Counties, and controls
.4 per cent of the commercial bank deposits in
that market. On the basis of deposits, Midwest
Bank is the sixtcenth largest of the twenty-seven
banks in the market.

Firelands Bank ($15.3 million deposits), head-
quartcred in Huron with one branch office in
Berlin, Ohio, primarily serves the Eric County
arca. On the basis of deposits, Firclands Bank is
the fifth largest of the six banks located in Erie
County, with approximately 9 per cent of the
commercial bank deposits in that arca.

Midwest Bank and Firelands Bank do not com-
petc with each other to any meaningful extent, and
the development of such competition in the fore-
sceable future appears unlikely. The necarest offices
of the two banks are separated by a distance of
more than 50 miles, with numerous banks inter-
vening, and Ohio law prevents either bank from
branching into the county in which the other is
located. On the basis of the record before it, the
Board concludes that consummation of the pro-
posal would have no adverse effect on competition
in any relevant area.

The financial condition of each proposed sub-
sidiary bank appcars satisfactory; both are re-
garded as having competent managements and
favorable prospects. Tt appears that Applicant
would begin operations in satisfactory condition
and with compctent management; Applicant’s
prospects, which are largely dependent upon those
of its two proposed subsidiaries, also appear favor-
able. There is no evidence that the existing bank-
ing needs of the communities involved are not
being met. Affiliation of the two banks, however,
would increasc the lending capabilities of cach
bank by means of participation arrangements, and
would cnable the Firclands Bank to offer trust
services. These considerations relative to the con-
venience and nceds of the communities to be
served lend some weight toward approval. It is
the Board’s judgment that the proposed trans-
action would be in the public interest and that
the application should be approved.

IT 18 HEREBY ORDERED, on the basis of the

record, that said application be and hereby is ap-
proved for the rcasons summarized above, pro-
vided that the action so approved shall not be con-
summated (a) beforc the thirticth calendar day
following the date of this Order or (b) later than
threc months after the date of this Order, unless
such period is extended for good cause by the
Board, or by the Federal Reserve Bank of Cleve-
land pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 16, 1971,

Voting for this action: Vice Chairman Robertson
and Governor_s Mitchell, Maisel, and Brimmer. Absent
and not voting: Chairman Burns and Governors
Daance and Sherrill.

(Signed) TYNAN SMITH,
Secretary.

IsEAL]

PEOPL.ES MID-ILLLINOIS CORPORATION,
BILOOMINGTON, ILLINOIS

In the matter of the application of Peoples Mid-
Hlinois Corpaoration, Bloomington, llinois, for ap-
proval of action to become a bank holding com-
pany through the acquisition of 80 per cent or
more of the voting shares of Peoples Bank of
Bloomington, Bloomington, Ilinois.

ORDER APPROVING ACTION TO BECOME
A BANK HoLDING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a) (1) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a) (1))
and section 222.3(a) of Fedcral Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
Peoples Mid-Illinois Corporation, Bloomington,
Illinois, for the Board's prior approval of action
whercby Applicant would become a bank holding
company through the acquisition of 80 per cent
or more of the voting shares of Pcoples Bank
of Bloomington, Bloomington, Tllinois (“‘Pcoples
Bank™).

As required by scction 3(b) of the Act, the
Board gave written notice of receipt of the ap-
plication to the Commissioner of Banks and Trust
Companies of the State of 1llinois, and requested
his views and recommendation. The Commis-
sioner recommended approval of the application.

Notice of receipt of the application was pub-
lished in the Federal Register on July 30, 1971
(36 Federal Register 14152). providing an op-
portunity for interested persons to submit com-
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ments and views with respect to the proposal. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views
has expired and all those received have been
considered.

The Board has considered the application in the
light of the factors set forth in section 3(c) of the
Act. including the cffect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of the Applicant
and the banks concerned. and the convenience and
necds of the communitics to be served. and finds
that:

Applicant is a nonoperating corporation formed
for the purpose ol acquiring Bank as a subsidiary.
Upon consummation of the proposal, Applicant
will control .1 per cent of the total commercial
bank deposits in the State.

Peoples Bank ($40.5 million in deposits), lo-
cated in Bloomington approximately 130 miles
southwest of Chicago, is the largest of 20 banks
in the Bloomington arca, and controls 19.5 per
cent of deposits in that area. (Banking data are
as of December 31, 1970; and reflect holding
company formations and acquisitions approved
through August 31, 1971.) As Applicant has no
present opecrations or subsidiaries, consummation
of this proposal would climinate neither existing
nor potential competition nor does it appear that
there would be any adverse cffects on any bank in
the market.

Applicant was recently organized for the pur-
posc of consummating the present proposal and
has not engaged in any business activitics. Ap-
plicant’s management has been drawn from dirce-
tors and oflicers of Bank. Applicant’s financial
condition and future prospects are dependent on
thosc of Bank. The financial and managerial re-
sources and future prospects of Bank are satis-
factory and consistent with approval of this ap-
plication. Although consummation of the proposal
would not have any immediate effects on the con-
venience and needs of the community, considera-
tions related to these factors are consistent with
approval. It is the Board's judgment that con-
summation of the proposal would be in the pub-
lic interest and that the application should be
approved.

I'T 15 HEREBY ORDERED, on the basis of the rec-
ord, that said application be and hereby is ap-
proved for the reasons summarized above, pro-
vided that the action so approved shall not be
consummated (a) before the thirticth calendar
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day following the date of this Order or (b) later
than three months after the date of this Order,
unless such period is extended for good cause by
the Board or by the Federal Rescrve Bank of
Chicago pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 16, 197].

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Maisel, and Brimmer. Absent
and not voting: Chairman Burns and Governors
Daane and Sherrill.

(Signed) TYNAN SMITH,
Secretary.

[sEaL]

SOUTHEAST BANKING CORPORATION,
MIAMI, FLORIDA

In the matter of the application of Southeast
Banking Corporation, Miami, Florida, for ap-
proval of the acquisition of 80 per cent or more
of the voting shares of First National Beach Bank,
Jacksonville Beach, Jacksonville Beach, Florida.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK Horping CoMPANY

There has come before the Board of Governors,
pursuant to scction 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
Southcast Banking Corporation (“Applicant™),
Miami, Florida, a registered bank holding com-
pany. for the Board's prior approval of the acquisi-
tion of 80 per cent or more of the voting shares of
First National Beach Bank, Jacksonville Beach
(“*Bank™), Jacksonville Beach, Florida.

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the ap-
plication to the Comptroller of the Currency, and
requested his views and recommendation. The
Comptroller reccommended approval of the ap-
plication.

Notice of receipt of the application was pub-
lished in the Federal Register on July 10, 1971
(36 Tederal Register 13004), providing an op-
portunity for interested persons to submit com-
ments and views with respect to the proposed
transaction. A copy of thc application was for-
warded to the United States Department of Justice
for its consideration. The time for filing com-
ments and views has cxpired and all thosc re-
ceived have been considered by the Board.
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The Board has considered the application in the
light of the factors set forth in section 3(c) of the
Act, including the effect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of Applicant and
the banks concerned, and the convenience and
needs of the communities to be served and finds
that:

Applicant presently controls 13 banks with ag-
gregate deposits of $1,050 million, representing
7.5 per cent of total commercial bank deposits
held by Florida's banks, and is the State’s second
largest banking organization. (All banking data
are as of December 31, 1970, and reflect holding
company formations and acquisitions approved by
the Board through July 31, 1971.) Applicant's ac-
quisition of Bank, with deposits of approximately
$22 million, would not represent a significant in-
creasc in Applicant’s share of total deposits in the
State.

Bank is located at Jacksonville Beach, a coastal
community in Duval County, approximately 20
miles east of Jacksonville. On the basis of de-
posits, Bank is the seventh largest of 16 banking
organizations in the Jacksonville banking market,
which is approximated by Duval County, and
holds 1.7 per cent of the commercial bank de-
posits in this market. Acquisition of Bank by
Applicant would result in Applicant’s control of
3.2 per cent of the Jacksonville market as the
sixth largest banking organization operating
therein. No significant competition appears to
exist between any of Applicant's subsidiary banks
and Bank. The closest of Applicant's subsidiaries
to Bank is located in downtown Jacksonville, ap-
proximately 17 miles west of Bank; and, on the
basis of the facts of record, notably, Florida’s
restrictive branching laws and the fact that the
17-mile intervening area contains a number of
banks, an intra-coastal waterway and a 10-mile
undeveloped area, it appears that meaningful fu-
ture competition between Applicant’s subsidiaries
and Bank is not likely to develop.

Based upon the record, the Board concludes
that consummation of the proposed acquisition
would have no significant adverse effect on com-
petition in any relevant area. The financial condi-
tions and managerial resources of Applicant and
its subsidiary banks are regarded as generally
satisfactory, and thc prospects for cach appear
favorable. Bank’s financial condition appears gen-
erally satisfactory; and Applicant has stated that
it will provide capital and personnel to Bank as
nceded. The major banking needs of the Jackson-

ville Beach community apparently are being
served adequately by the existing banking institu-
tions. However, there appears to be a growing
need for trust services in the immediate area Bank
serves, which arc not conveniently available to the
Jacksonville Beach community, Applicant pro-
poses to assist Bank in establishing a trust depart-
ment. Considerations under the convenience and
needs aspects of this proposal are consistent with
approval of the application. It is the Board’s judg-
ment that consummation of the proposed acquisi-
tion would be in the public interest and that the
application should be approved.

IT 1S HEREBY ORDERED, on the basis of the
Board’s findings and reasons summarized above,
that said application be and hereby is approved,
provided that the acquisition so approved shall not
be consummated (a) before the thirtieth calendar
day following the date of this Order or (b) later
than three months after the date of this Order,
unless such time be cxtended for good cause by
the Board, or by the Federal Reserve Bank of
Atlanta pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 16, 1971.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Maisel, and Brimmer. Ab-
sent and not voting: Chairman Burns and Governors
Daane and Sherrill,

(Signed) TYNAN SMITH,
Secretary.

[sEAL]

MIDLAND INVESTMENT CORPORATION,
CASPER, WYOMING

In the marter of the application of Midland
Investment Corporation, Casper, Wyoming, for
approval of action to become a buank holding
company through the acquisition of at least 80 per
cent of the voting shares of Hilltop National Bank,
Casper, Wyoming.

ORDER APPROVING ACTION TO BECOME
A Bank Horping CoMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(1) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(1))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
Midland Investment Corporation, Casper, Wyo-
ming, for the Board's prior approval of action
whereby Applicant would become a bank holding
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company through the acquisition of at least 80 per
cent of the voting shares of Hilltop National Bank
(“Bank”), Casper, Wyoming.

As required by scction 3(b) of the Act, the
Board gave written notice of receipt of the ap-
plication to the Comptroller of the Currency, and
requested his views and recommendation. The
Comptroller recommended approval of the ap-
plication.

Notice of reccipt of the application was pub-
lished in the Federal Register on July 17, 1971
(36 Federal Register 13300), providing an op-
portunity for interested persons to submit com-
ments and views with respect to the proposal. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views
has expired and all those received have been
considered.

The Board has considered the application in
the light of the factors sct forth in section 3(c)
of the Act, including the cffect of the proposed
acquisition on competition, the financial and
managerial resources and future prospects of the
Applicant and the banks concerned, and the con-
venience and needs of the communities to be
served, and finds that:

Applicant is a nonoperating corporation formed
for the purpose of acquiring Bank (deposits of
$7.2 million) as a subsidiary. Bank is the fourth
largest of six banks in the Casper banking market
and holds 4.3 per cent of arca deposits. (All
banking data are as of December 31, 1970, and
reflect holding company formations and acquisi-
tions approved through July 31, 1971.)

Since Applicant has no present operations or
subsidiaries and since the proposed acquisition
involves only a corporate reorganization in the
nature of a transfer of ownership of Bank from
individuals to a holding company, consummation
of the proposal would eliminate ncither existing
nor potential competition and would not appear
to have any adverse cffects on any other banks in
the area involved. Thus, factors related to com-
petition are consistent with approval.

Applicant has no immediate plans to make any
new services available, but has stated that it will
augment the capital structure of Bank, which
would enable Bank more adequately to serve its
customers, Applicant has arranged to borrow
$300,000 from an unaffiliated bank which Ap-
plicant proposes to use to strengthen Bank’s fi-
nancial condition. Although, as a result of this
loan, Applicant’s debt to equity ratio is higher

than normally preferred, Applicant's plan for ser-
vicing its debt appears to be reasonable and no
impairment of Bank's financial condition secems
likely. Applicant’s proposal to strengthen the
capital structure of Bank lends weight in favor of
approval of the application. Tt is the Board’s judg-
ment that the proposed transaction would be in
the public interest and the application should be
approved.

IT 1s HEREBY ORDERED, on the basis of the rec-
ord, that said application be and hercby is ap-
proved for the reasons summarized above, pro-
vided that the acquisition so approved shall not be
consummated (a) before the thirticth calendar day
following the date of this Order or (b) later than
three months after the date of this Order, unless
such period is extended for good cause by the
Board or by the Federal Reserve Bank of Kansas
City pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 16, 1971.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Maisel, and Brimmer. Absent
and not voting: Chairman Burns and Governors
Daane and Sherrill.

(Signed) TYNAN SMITH,
Secretary.

[SEAL]

T G BANCSHARES CO.,
ST. LOUIS, MISSOURI

In the martter of the application of T G Banc-
shares Co., St. Louis, Missouri, for approval of
acquisition of 99.8 per cent or more of the voting
shares of Continental Bank & Trust Company,
Richmond Heights, Missouri.

ORDER APPROVING ACQUISITION OF BANK STtoCk
BY BANK HoLpING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a) (3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
T G Bancshares Co., St. Louis, Missouri, a bank
holding company, for the Board's prior approval
of the acquisition of 99.8 per cent or more of the
voting shares of Continental Bank & Trust Com-
pany, Richmond Heights, Missouri (“Bank”).

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the ap-
plication to the Commissioner of Finance for the
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State of Missouri, and requested his views and
recommendation. The Commissioner responded
that his office had no objection to approval of the
application.

Notice of receipt of the application was pub-
lished in the Federal Register on July 24, 1971
(36 Federal Register 13820), providing an op-
portunity for interested persons to submit com-
ments and views with respect to the proposal. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views
has cxpired and all those reccived have been
considered.

The Board has considered the application in the
light of the factors set forth in section 3(c) of the
Act, including the cffect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of the Applicant
and the banks concerned, and the convenience and
nceds of thc communities to be served, and finds
that:

Applicant, the cighth largest bank holding com-
pany and the ninth largest banking organization in
Missouri, has two subsidiary banks with $130.4
million in deposits, representing approximately
1.1 per cent of the total commercial bank deposits
in the State. (All banking data arc as of Decem-
ber 31, 1970, adjusted to reflect holding company
formations and acquisitions approved by the
Board through August 31, 1971.) Consummation
of the proposal herein would increase Applicant’s
sharc of deposits only slightly, and its ranking
among the State’s other banking organizations
would remain the same.

Bank ($13.7 million deposits), with 2 per cent
of the arca’s deposits, ranks fourtcenth of the
cightecen banks located in its primary service area,
which is approximated by the cast central portion
of St. Louis County and a small segment of the
City of St. Louis. Applicant’s two subsidiary banks
arc located approximately seven and twenty-nine
miles from Bank, and neither competes with Bank
to any significant cxtent. Morcover, in light of
geographical  barriers, Missouri’s  restrictive
branching law, and the presence of numerous
alternative banking facilities, it appears unlikely
that consummation of the proposal herein would
foreclose any significant potential competition. As
a result of its affiliation with Applicant, Bank
should be able to compete more effectively with
the larger banks in its service area.

Based upon the foregoing, the Board concludes
that consummation of the proposal would not

have an adverse effect on competition in any
relevant arca. Considerations relating to the fi-
nancial and managerial resources and prospects
arc regarded as consistent with approval as they
relate to Applicant and its subsidiaries, and Iend
strong weight in support of approval as they re-
late to Bank, since Applicant would provide Bank
with additional qualified management personnel
and strengthen Bank’s capital structure. Consid-
crations relating to the convenience and necds of
the communities to be served lend some additional
weight in support of approval; Applicant proposes
to expand Bank’s trust operations and to increasc
its lending capabilitics through participations with
Applicant’s lcad bank in St. Louis. It is the
Board's judgment that the proposed transaction
would be in the public interest, and that the
application should be approved.

IT 1S HEREBY ORDERED, on the basis of the
record, that said application be and hereby is
approved for the reasons summarized above, pro-
vided that the action so approved shall not be
consummated (a) before the thirticth calendar
day following the date of this Order or (b) later
than threce months after the date of this Order,
unless such period is extended for good cause by
the Board or by the Federal Reserve Bank of
St. Louis pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 16, 1971,

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Maisel, and Brimmer. Absent
and not voting: Chairman Burns and Governors
Daane and Sherrill,

(Signed) TYNAN SMITH,
Secretary.

[SEAL]

FIDELITY AMERICAN BANKSHARES, INC.,
LLYNCHBURG, VIRGINIA

In the matter of the application of Fidelity
American Bankshares, Inc., Lynchburg, Virginia,
for approval of acquisition of 80 per cent or more
of the voting shares of Metompkin Bank and Trust
Company, Parksley, Virginia.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HoLbING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regula-
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tion Y (12 CFR 222.3(a)), an application by
Fidelity Amecrican Bankshares, Inc.. Lynchburg.
Virginia, a registered bank holding company. for
the Board's prior approval of the acquisition of
80 per cent or more of the voting shares of
Metompkin Bank and Trust Company, Parksley.
Virginia (“Bank™).

As required by scction 3(b) of the Act, the
Board gave written notice of receipt of the ap-
plication to the Virginia Commissioner of Bank-
ing, and requested his views and recommendation.
The Commissioner recommended approval,

Notice of receipt of the application was pub-
lished in the Federal Register on July 20, 1971
(36 Federal Register 13350), providing an op-
portunity for interested persons to submit com-
ments and views with respect to the proposal. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views
has expired and all those received have been
considered.

The Board has considered the application in the
light of the factors set forth in section 3(c¢) of the
Act, including the cffect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of the Applicant
and the banks concerned, and the convenience
and needs of the communities 10 be served. and
finds that:

Applicant, the cighth largest banking organiza-
tion in Virginia, controls five banks which hold
combined deposits of approximately $310.7 mil-
lion. representing 3.9 per cent of the total com-
mercial bank deposits held by Virginia banks.
(All banking data arc as of December 31, 1970,
adjusted to reflect holding company formations
and acquisitions through July 31, 1971.) Upon
acquisition of Mectompkin Bank and Trust Com-
pany ($6.2 million deposits), Applicant would
increasc its share of deposits in the State by only
0.1 percentage point, representing no significant
increasc in Applicant’s control of deposits in the
State, or change in its present ranking. In a sepa-
rate application filed concurrently with the instant
matter, Applicant proposes to acquire 80 per cent
or morc of the voting shares of The Culpeper

National Bank, Culpeper, Virginia. Afliliation of

both banks would increase Applicant’s share of the
total Virginia commercial bank deposits to 4.3 per
cent and would not, therefore, have any significant
cffect on the concentration of banking resources in
Virginia or on Applicant’s State-wide competitive
position.
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Bank operates its main office in Parksley, one
branch in Bloxom four miles north of the main
office, and a sccond branch in Oak Hall 14 miles
northeast of Parksley. All offices arc located in
Accomack County, on Virginia's castern shore
between the Chesapeake Bay and the Atlantic
Ocean. Bank is one of six banking institutions in
Accomack County (Bank's relevant market),
where it ranks fifth in size with 11.7 per cent of
arca deposits. Applicant’s subsidiary office closest
to Bank is located 85 miles away via two bridge-
tunnel toll facilitics, and apparently no significant
present competition exists between Bank and this
office, or any of Applicant’s other offices. It also
appears unlikely that consummation of this pro-
posal would foreclose potential competition be-
cause of Virginia's restrictive branching laws, the
wide separation between Applicant's offices and
Bank, and the presence of many other banking
offices in the intervening area. Based on the fore-
going, and the record before it, the Board con-
cludes that consummation of the proposed ac-
quisition would not have an adverse cffect on
competition in any relevant market.

The financial condition and management of Ap-
plicant and its subsidiarics are satisfactory and the
prospects of cach are favorable. On the contrary,
however, the financial condition of Bank is un-
satisfactory and the capital base of the institution
can provide only a limited margin of protection
for the safety of depositors’ funds. Applicant has
made a commitment to supply adequate capital if
this proposal is authorized. Thus. considerations
relating to the banking factors weigh strongly in
favor of approval of the application.

Although there is no indication that present
banking needs of the arca are not being adequately
served at the present time, it is apparent that
consummation of the proposal would not only
strengthen the Bank but provide the managerial
skill to offer o wide range of banking services that
would serve to benefit the public. Considering the
possible loss of a banking institution in the arca.
the convenience and needs of the community
weigh heavily in favor of approval of the applica-
tion. It is the Board's judgment that consumma-
tion of the proposed transaction would be in the
public interest, and that the application should be
approved.

IT 1S HEREBY ORDERED, on the basis of the ree-
ord. that said application be and hereby is
approved for the reasons summarized above, pro-
vided that the action so approved shall not be con-
summated (a) before the thirtieth calendar day
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following the date of this Order or (b) later than
three months after the date of this Order, unless
such period is extended for good cause by the
Board or by the Federal Reserve Bank of Rich-
mond pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 16, 1971.

Voling for this action: Vice Chairman Robertson
and Governors Mitchell, Maisel, and Brimmer. Absent
and not voting: Chairman Burns and Governors
Daane and Sherrill.

(Signed) TyNaAN SMITH,
Secretary.

fsiar]

In the matter of the application of Fidelity
American Bankshares, Inc., Lynchburg, Virginia,
for approval of acquisition of 80 per cent or more
of the voting shares of The Culpeper National
Bank, Culpeper, Virginia.

ORDER APPROVING ACQUISITION OF BANK STtOCK
BY BANK HOLDING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
Fidelity American Bankshares, Inc., Lynchburg,
Virginia, a registered bank holding company, for
the Board’s prior approval of the acquisition of
80 per cent or more of the voting shares of The
Culpeper National Bank, Culpeper, Virginia
(“'Bank”).

As required by section 3(b) of the Act, the
Board gave written notice of reccipt of the ap-
plication to the Comptroller of the Currency, and
requested his views and rccommendation. The
Comptroller recommended approval of the ap-
plication.

Notice of receipt of the application was pub-
lished in the Federal Register on July 20, 1971
(36 Fedecral Register 13350), providing an op-
portunity for intcrested persons to submit com-
ments and views with respect to the proposal. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views
has expired and all those rececived have been
considered.

The Board has considered the application in the
light of the factors sct forth in section 3(¢) of the
Act, including the cffect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of the Applicant
and the banks concerned, and the convenience and
nceds of the communities to be scrved, and finds
that:

Applicant, the cighth largest banking organiza-
tion in Virginia, controls five banks which hold
combined deposits of approximately $310.7 mil-
lion, representing 3.9 per cent of the total com-
mercial bank deposits held by Virginia banks.
(ANl banking data are as of December 31, 1970,
adjusted to reflect holding company formations
and acquisitions through July 31, 1971.) Upon
acquisition of The Culpeper National Bank
($22.1 million deposits), Applicant would in-
crease its share of deposits in the Statc by only
0.3 percentage points, representing no significant
increasc in Applicant’s control of deposits in the
State, or change in its present ranking. In a sepa-
rate application filed concurrently with the instant
matter, Applicant proposes to acquirc 80 per cent
or more of the voting shares of Mctompkin Bank
and Trust Company, Parksley, Virginia, Affilia-
tion of both banks would increase Applicant’s
share of the total Virginia commercial bank de-
posits to 4.3 per cent and would not, therefore,
have any significant effect on the concentration of
banking resources in Virginia or on Applicant’s
State-wide competitive position.

Bank operates its main office, together with two
branches, in the town of Culpeper. Bank’s service
area includes all of Culpeper County and fringe
arcas of the bordering counties of Rappahannock,
Madison, Fauquier and Orange. Six banking or-
ganizations compete within this service area, the
largest of which controls 25.9 per cent of the
service area deposits. Bank ranks second in size,
with 24.5 per cent of such deposits, although
another Culpeper bank is of comparable size,
holding 24.4 per cent. A branch of the sccond
largest banking organization in Virginia ranks
fourth in area deposits with 15.2 per cent, while
the two remaining institutions arc rural banks
located 12 and 15 miles from Culpeper. Because
of the number of banking alternatives available
over a relatively widespread and cssentially rural
arca, it does not appear that consummation of
Applicant’s proposed acquisition would have any
detrimental effect on other competing banks.

Applicant’s subsidiary office closest to Bank is
located 90 miles southwest of Culpeper. There is
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no meaningful existing competition between Bank
and this office, or any of Applicant’s other offices.
It also appears unlikely that consummation of this
proposal would preclude potential competition in
the light of the facts of record, notably, the dis-
tances involved and the unlikelihood that Ap-
plicant would cnter Bank's market de novo. Based
on the foregoing, and the record before it, the
Board concludes that consummation of the pro-
posed acquisition would not have an adverse effect
on competition in any relevant market.

The banking factors, as they relate to Appli-
cant, its subsidiaries, and Bank are satisfactory
and consistent with approval of the application.
Considerations relating to the convenience and
needs of the area lend some weight toward ap-
proval. Although the more important banking
needs of the arca are being served at the present
time, afliliation of Bank with Applicant will in-
crease Bank’s loan limits, enable Bank to mect the
need for mortgages, provide a broader range of
loans, and achicve internal operating economics
which could ultimatcly benefit its customers, It
is the Board’s judgment that consummation of the
proposed transaction would be in the public inter-
est, and that the application should be approved.

IT 1S HEREBY ORDERED, on the basis of the rec-
ord. that said application be and hereby is ap-
proved for the rcasons summarized above, pro-
vided that the action so approved shall not be
consummated (a) before the thirtieth calendar
day following the date of this Order or (b) later
than thrce months after the date of this Order,
unless such period is extended for good cause by
the Board or by the Federal Reserve Bank of
Richmond pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 16. 1971,

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Maisel, and Brimmer. Absent
and not voting: Chairman Burns and Governors
Daanc¢ and Sherrill.

(Signed) TYNAN SMITH,
Secretary.

[SEAL]

AMERICAN BANCORPORATION, INC.,
KANSAS CITY. MISSOURI

In the matter of the application of American
Bancorporation, Inc., Kansas City, Missouri, for
approval of action to become a bank holding
company through the acquisition of 90 per cent

or more of the voting shares of Linwood State
Bank, Kansas City, Missouri.

ORDER APPROVING ACTION TO BECOME
A Bank Hoiping CoMpany

There has come belore the Board of Governors.
pursuant to section 3(a) (1) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a) (1))
and section 222.3(a) ol Federal Reserve Regu-
lation Y (12 CFR 222.3(a)). an application by
American Bancorporation, Inc., Kansas City, Mis-
souri, for the Board’s prior approval of action
whereby Applicant would become a bank holding
company through the acquisition of 90 per cent
or more of the voting shares of Linwood State
Bank. Kansas City, Missouri (“Bank™).

As required by section 3(b) of the Act. the
Board gave written notice of receipt ol the ap-
plication to the Missouri Commissioncr of Fi-
nance, and requested his views and recommenda-
tion. The Commissioner responded that his oflice
had no objection to approval of the application.

Notice of receipt of the application was pub-
lished in the Federal Register on July 24, 1971
(36 Federal Register 13820), providing an op-
portunity for interested persons to submit com-
ments and views with respect to the proposal. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views
has expired and all those received have been
considered.

The Board has considered the application in the
light of the factors sct forth in section 3(c) of the
Act, including the effect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of the Applicant
and the bank concerned, and the convenience and
needs of the communities to be served, and finds
that:

Applicant, a nonoperating corporation, was
formed for the express purpose of acquiring Bank
($18.9 million deposits). (All banking data arc
as of December 31. 1970.) Members of the Price
family directly or indircctly own approximately
95 per cent of the voting shares of Bank., The
proposed transaction is essentially a corporate re-
organization in which the ownership of Bank will
be realigned among its major stockholders. Inas-
much as Applicant has no present operations or
subsidiarics, consummation of the proposal would
not alter existing banking competition nor sig-
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nificantly affect potential competition. Nor does
it appear that there would be any adverse cffects
on any bank in the area.

The financial and managerial resources and
future prospects of Bank are satisfactory and
consistent with approval of the application. In
acquiring Bank, Applicant will incur a substantial
debt in relation to its net worth, which will re-
quire an extended repayment period. Although
long term acquisition debt is a matter of concern
to the Board, the particular facts of this case do
not indicate the financial stability of the holding
company or the bank will be weakened as a result
thercof. Bank is well capitalized and its past carn-
ings indicate that Applicant will be able to readily
service the debt from future earnings without
adversely affecting the condition of Bank. Fur-
thermore, Applicant indicates that it will not pay
any dividends as long as the dcbt is outstanding
and that the dividends of Bank will be limited to
the amount necessary to service the debt. In light
of these considerations, the Board does not con-
sider the acquisition debt in this case to be such as
to require denial of the application.

Consummation of the proposal would have no
immediate effect on the convenience and needs of
the community involved, but improved services
may be provided in the future because of the more
flexible corporate structure of the holding com-
pany. It is the Board’s judgment that the trans-
action would be in the public interest, and that the
application should be approved.

IT 1S HEREBY ORDERED, on the basis of the
record, that said application be and hereby is
approved for the reasons summarized above, pro-
vided that the action so approved shall not be
consummated (a) before the thirtieth calendar
day following the date of this Order or (b) later
than threce months after the date of this Order,
unless such period is extended for good cause by
the Board, or by the Federal Reserve Bank of
Kansas City pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 21, 1971.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Maisel, Brimmer,
and Sherrill, Absent and not voting: Chairman Burns,

(Signed) TYNAN SMITH,
Secretary.

[SEAL]

GAILBANK. INC., AND
UNITED STATES BANCSHARES, INC,,
GALVESTON, TEXAS

In the matter of the applications of Galbank,
Inc., and its wholly-owned subsidiary, United
States National Bancshares, Inc., both of Galves-
ton, Texas, for approval of acquisition of 61.15
per cent or more of the voting shares of Sugar
Land State Bank, Sugar Land, Texas.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HoLDING COMPANIES

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and scction 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), applications by Gal-
bank, Inc. (“Galbank™), and its wholly-owned
subsidiary, United States National Bancshares,
Inc. (“National”), for the Board’s prior approval
of the acquisition of 61.15 per cent or more of the
voting shares of Sugar Land Statc Bank, Sugar
Land, Texas (“Bank™). The acquisition will be
made by National and as a result Galbank will
indirectly acquire voting shares of the Bank.

As required by scction 3(b) of the Act, the
Board gave written notice of receipt of the ap-
plications to the Texas Commissioner of Banking
and requested his views and recommendation. The
Commissioner recommended approval of the
proposal.

Notice of receipt of the applications was pub-
lished in the Federal Register on August 3, 1971
(36 Fedcral Register 14284 and 14286), provid-
ing an opportunity for interested persons to sub-
mit comments and views with respect to the
proposal. A copy of cach application was for-
warded to the United States Department of Justice
for its consideration, Time for filing comments
and views has expired and all those reccived have
been considered.

The Board has considered the applications in
the light of the factors set forth in scction 3(c)
of the Act, including thc cffect of the proposcd
acquisition on competition, the financial and
managerial resources and future prospects of the
Applicant and the banks concerned, and the con-
venicnce and nceds of the communitics to be
served, and finds that:

Galbank, through National, controls one bank
with deposits of $44.8 million representing ap-
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proximately .2 per cent of commercial bank de-
posits in Texas. (All banking data arc as of
December 31, 1970, adjusted to reflect holding
company formations and acquisitions approved by
the Board through August 31, 1971.) Acquisition
of Bank (deposits of $10.0 million) would not
materially affect Applicants’ share of deposits in
the State.

Bank is the second largest of cight banks scrv-
ing the castern portion of Fort Bend County and
the southwestern cdge of Houston, with control of
approximatcly 18 per cent of the arca deposits.
Applicants’ bank is located 50 miles southeast of
Bank in Galveston and there is little existing
competition between the two. Due to the distances
involved, the presence of intervening banks, and
the Texas prohibition against branching, therc is
also little probability of future competition de-
veloping between the subsidiary and Bank. Con-
sidering these factors and others of record, the
Board concludes that consummation of the pro-
posed acquisition would not adversely affect com-
petition in any relevant arca. In fact, acquisition
of Bank by Applicants may serve to enhance com-
petition since it would result in the first ownership
of a Houston arca bank by a holding company
located outside of Houston.

On the record before the Board, considerations
relating to the financial condition, management
and prospects of Applicants, their subsidiaries,
and Bank arc consistent with approval of the
applications. Convenience and nceds of banking
customers in the arca will be advanced through
consummation of the proposed acquisition since
Applicants will be able to provide more extensive
services such as increased commercial loan capa-
bilitics, interim construction financing, and greater
credit and trust services. It is the
Board's judgment that the proposed transaction
would be in the public interest and that the ap-
plications should be approved.

17 1S HEREBY ORDERED, on the basis of the rec-
ord, that said applications be and hercby are
approved tor the reasons summarized above. pro-
vided that the action so approved shall not be con-
summated (a) before the thirtieth calendar day
following the date of this Order or (b) later than
three months after the date of this Order, unless
such period is extended for good causc by the
Board. or by the Federal Reserve Bank of Dallas
pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 21. 1971,

consumer
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Voling for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Maisel, Brimmer,
and Sherrill. Absent and not voting: Chairman Burns.

(Signed) TYNAN SMITH.
Secretary.

[SEAL]

BANKS OF IOWA, INC,,
CEDAR RAPIDS, IOWA

In the martter of the application of Banks of
lowa, Inc., Cedar Rapids, Iowa, for approval of
acquisition of 80 per cent or more of the voting
shares of Union Bank and Trust Company,
Ottumwa, lowa.

ORDER APPROVING ACQUISITION OF BaNk Stock
BY BANK HorpiNnG COMPANY

There has come before the Board of Governors,
pursuant to scction 3(a) (3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and scction 222.3(a) of Federal Reserve Regu-
lation Y (12 CFR 222.3(a)), an application by
Banks of Towa, Inc., Cedar Rapids, Towa, for the
Board’s prior approval of the acquisition of 80 per
cent or more of the voting shares of Union Bank
and Trust Company, Ottumwa, Towa (“Bank™).

As required by scction 3(b) of the Act, the
Board gave written notice of receipt of the ap-
plication to the Department of Banking of the
State of lTowa and requested its views and rec-
ommendation. The Superintendent of Banking of
the State of Towa recommended approval of the
application.

Notice of receipt of the application was pub-
lished in the Federal Register on June 15, 1971
(36 Yederal Register 11538), providing an op-
portunity for intercsted persons to submit com-
ments and views with respect to the proposal. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views
has cxpired and all those reccived have been
considered.

IT 1S HEREBY ORDERED, on the basis of the rec-
ord, that said application be and hereby is ap-
proved for the reasons sct forth in the Board’s
Statement of this date, provided that the action
so approved shall not be consummated (a) before
the thirticth calendar day following the datc of
this Order, or (b) later than threc months after
the date of this Order, unless such period is ex-
tended for good cause by the Board or by the
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Fedcral Reserve Bank of Chicago pursuant to
delegated authority.

By order of the Board of Governors, Septem-
ber 21, 1971.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Malsql, Brimmer,
and Sherrill. Absent and not voting: Chairman Burns.

(Signed) TYNAN SMITH,
Secretary.
[SEAL]

STATEMENT

Banks of Towa, Inc., Cedar Rapids, Iowa (““Ap-
plicant”), a bank holding company, has applicd
to the Board of Governors, pursuant to section
3(a)(3) of the Bank Holding Company Act of
1956 (12 U.S.C. 1842 (a)(3)), for prior ap-
proval of the acquisition of 80 per cent or more
of the voting shares of Union Bank and Trust
Company, Ottumwa, Iowa (“Bank”).

Views and recominendation of supervisory au-
thority. As required by section 3(b) of the Act,
the Board notified the Department of Banking of
the State of Towa of receipt of the application and
requested its views and recommendation thereon.
The Supecrintendent of Banking of the State of
Iowa recommended approval of the proposed
acquisition.

Statutory considerations. Section 3(c) of the
Act provides that the Board shall not approve an
acquisition that would result in a monopoly or
would be in furtherance of any combination or
conspiracy to monopolize or to attempt to mo-
nopolize the business of banking in any part of
the United States. Nor may the Board approve
a proposed acquisition the effect of which, in any
section of the country, may be substantially to
lessen competition, or to tend to creatc a mo-
nopoly, or which in any other manner would be
in restraint of trade, unless the Board finds that
the anticompetitive effects of the proposed trans-
action are clearly outweighed in the public interest
by the probable effect of the transaction in meeting
the convenience and needs of the communities to
be served. In cach case, the Board is required to
take into consideration the financial and mana-
gerial resources and future prospects of the bank
holding company and the banks concerned, and
the convenience and needs of the communities to
be served.

Competitive effect of proposed transaction. Ap-
plicant, the fifth largest banking organization and
fourth largest bank holding company in lTowa,

controls onc bank, The Merchants National Bank
of Cedar Rapids (“Merchants”), with deposits of
approximately $161 million, representing 2.4 per
cent of the total commercial bank deposits in the
State. (All banking data are as of December 31,
1970, and reflect holding company formations and
acquisitions approved through August 31, 1971.)
Applicant’s acquisition of Union Bank (about
$44 million in deposits) would increase Appli-
cant’s sharc of deposits in Iowa by .7 percentage
points and result in Applicant’s becoming the
fourth largest banking organization and bank
holding company in Iowa.

Union Bank is the largest of four banks located
in Wapello County, the relevant market arca, with
54.4 per cent of deposits in the market. The closest
office of Merchants to Union Bank is approxi-
mately 63 miles away and ncither bank obtains a
significant amount of deposits or loans from the
other’'s market. On the facts of record, notably,
the distance involved, the large number of banks
in the intervening arca, and the State’s restrictive
branching law, there appears to be little likclihood
that significant competition between the two banks
would develop in the future.

The Board has considercd a report of the De-
partment of Justice which concluded that “The
overall effect of this transaction on competition
would, therefore, be adverse.” The Department
advised that no effect on existing competition be-
tween Merchants and Union Bank could be
anticipated from consummation of the proposal
hercin but that potential competition between
Applicant and Bank would be eliminated because
Applicant could enter the Ottumwa area market
de novo or by acquiring a smaller bank, or Union
Bank could organize a bank holding company and
cnter the Cedar Rapids market to become a com-
petitor of Applicant’s.

Entry into the Wapello County market on a de
novo basis does not appear to be attractive. The
cvidencc shows that the population of Wapello
County declined by 8.6 per cent over the past
decade, and it is cxpected that the county will
not expcrience more than moderate cconomic
growth in the near future. Additionally, the pres-
ent population per banking office, and the ratio
of deposits to banking offices, in the market area
are not attractive for new entry.

There appears to be little likelihood of Appli-
cant’s acquiring a smaller bank in the Wapello
market than Union Bank. Applicant has stated
that, of the three banks in Ottumwa, the second
largest bank (26.8 per cent of market deposits)
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in the market arca is not available because of that
bank’s long-cxisting ties with a large Des Moines
bank, and the apparent disinterest of the con-
trolling sharcholders to affiliate with Applicant:
and that the third largest bank (15.9 per cent of
market deposits) which is family-owned and con-
trolled appears to have no interest in selling to
or in joining with Applicant or any other bank
holding company.

Consummation of the proposal would climinate
Bank as a potential lead bank in a regional bank
holding company; however, Union Bank’s top
management is near retirement age and the bank
at present does not appear to have the manage-
ment depth to become the lead bank of a holding
company.

Although Union Bank is the largest in the rele-
vant market arca, its rate of growth during the last
five years has becen considerably less than that of
any of the other banks in Wapello County. and
Bank’s sharc of the market has declined from 60
to 54 per cent. Thus, the other banks in the arca
have been successful in competing with Bank, and
it is belicved that consummation of the proposal
would not have any significant adverse effect on
any of the competing banks.

On the basis of the record before it, the Board
concludes that consummation of the proposal
would not result in a monopoly, nor be in fur-
therance ol any combination, conspiracy or
attempt to monopolize the business of banking in
any part of the United States and would not
restrain trade, substantially lessen competition, or
tend to create a monopoly in any scction of the
country,

Financial and managerial resources and future
prospects. The financial and managerial resources
and future prospects of Applicant, its subsidiary
bank and Bank arc satisfactory. However, Bank's
top management is ncar rctirement age and
management depth is lacking. Tt will be necessary
for Bank to have an available source of qualified
management personnel if it is to continue 10
assist in the development of the Ottumwa arca.
Applicant’s ability to provide for management as
required lends weight in favor of approval.

Convenience and needs of the communities in-
volved. As stated above, Wapello County's econ-
omy has expericnced difficultics in recent years
and prospects for the near future are uncertain,
However, cflorts are being made to revitalize the
arca's lagging cconomy through an extensive
urban renewal program approved for Ottumwa
and to be implemented during the next several
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years.  Afliliation with Applicant would expand
Bank’s cffective lending limit which should assist
the community in acquiring and servicing new
industrial and commercial enterprises. Applicant
proposcs to cnsure capable management and to
make available to Bank the investment knowledge
of Applicant’s present subsidiary bank. Considera-
tions related to the convenience and needs of the
communities lend weight for approval of the
application,

Summary and conclusion, On the basis of all
the relevant facts contained in the record, and in
light of the factors sct forth in section 3(¢) of the
Act, it is the Board's judgment that the proposed
transaction would be in the public interest. and
that the application should be approved.

FIDELITY AMERICAN BANKSHARES, INC.,
LYNCHBURG, VIRGINIA

In the matter of the application of Fidelity
American Bankshares, Inc., Lynchburg, Virginia,
for approval of acquisition of 80 per cent or more
of the voting shares of Peoples Bank of Gretna,
Grema, Virginia.

ORrDER DENYING ACQUISITION OF Bank SToCK
BY BaNK Horping CoMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
Fidelity American Bankshares, Inc., Lynchburg,
Virginia, a registered bank holding company, for
the Board’s prior approval of the acquisition of
80 per cent or more of the voting shares of Peoples
Bank of Gretna, Gretna, Virginia (“Bank”).

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the applica-
tion to the Virginia Commissioner of Banking, and
requested his views and recommendation. The
Commissioner recommended approval of the ap-
plication.

Notice of receipt of the application was pub-
fished in the Federal Register on July 20, 1971 (36
Federal Register 13350). providing an opportunity
for interested persons to submit comments and
views with respect to the proposal. A copy of the
application was lorwarded to the United States
Department of Justice for its consideration. Time
for filing comments and views has expired and all
those received have been considered.
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I'T 1S HEREBY ORDERED, for the reasons sct forth
in the Board’s Statement of this date, that said
application be and hereby is denied.

By order of the Board of Governors, September
21, 1971.

Voting for this action: Vice Chairn_lun Robertson
and Governors Mitchell, Daane, Maiscl, Brimmer.
and Sherrill, Absent and not voting: Chairman Burns,

(Signed) TyNAN SMITH,
Secretary.

[SEAL]

STATEMENT

Fidelity American Bankshares, Inc.. Lynchburg,
Virginia, a registecred bank holding company, has
applicd to the Board of Governors, pursuant to
section 3(a)(3) of the Bank Holding Company
Act of 1956 (12 U.S.C. 1842(a)(3)), for prior
approval of the acquisition of 80 per cent or more
of the voting shares of Pcoples Bank of Gretna,
Gretna, Virginia (“Bank”).

Views and recommendation of supervisory
authority.  As rcquired by scction 3(b) of the
Act, the Board notified the Virginia Commissioner
of Banking of receipt of the application and re-
quested his views and recommendation thercon.
The Commissioner recommended approval of the
application.

Statutory considerations. Section 3(¢) of the
Act provides that the Board shall not approve an
acquisition that would result in a monopoly or
would be in furtherance of any combination or
conspiracy to monopolize or to attempt to monop-
olizec the business of banking in any part of the
United States. Nor may the Board approve a
proposed acquisition the cffect of which, in any
scction of the country, may be substantially to
lessen competition, or to tend to create a monop-
oly, or which in any other manner would be in
restraint of trade, unless the Board finds that the
anticompetitive cffects of the proposed transaction
are clearly outweighed in the public interest by
the probable effect of the transaction in meeting
the convenicnce and needs of the communitics to
be served. In cach case, the Board is required to
take into consideration the financial and manage-
rial resources and future prospects of the bank
holding company and the banks concerned, and
the convenience and needs of the communities to
be served.

Competitive effect of proposed transaction, Ap-
plicant controls five banks with aggregate deposits

approximating $310.7 million and is the cighth
largest banking organization in Virginia. The ac-
quisition of Bank (deposits of $10.5 million)
would increase Applicant’s share of commercial
bank deposits in the State from 3.9 per cent to
4.0 per cent and would not change its present
ranking.! (All banking data are as of December
31, 1970, and reflect holding company formations
and acquisitions approved by the Board through
August 15, 1971.)

Bank operates but one office, located in Gretna,
Virginia, a town with an approximate population
of 950 and situated in the north-central part of
Pittsylvania County. Iis principal competitors ?
arc two banking organizations located 13 miles
to the north in Altavista, a town on the southern
edge of Campbell County. Onc of the Altavista
banks is a branch office of Applicant’s lead bank.

The primary service arca of Bank includes the
town of Gretna and that portion of Pittsylvania
County within an approximate radius of 10 miles.
However, considering the importance of Altavista
as a trade and employment center for an area that
includes Gretna, and the fact that Bank is situated
on the samc arterial highway as the Altavista
office of The Fidelity National Bank, Applicant’s
lead bank, with no intervening banks between the
two, there would appear to be a definite overlap
between the service arca of Bank and that of Ap-
plicant’s Altavista branch. This is confirmed by
the extent of loan and deposit business which cach
derives from the service arca of the other.

Almost 14 per cent of the total deposits and 10
per cent of the loans of the Altavista branch of
Fidclity National originate in the service area of
Bank. A further indication of Fidelity National's
entrenchment in Bank’s service area is observed
from the flact that almost 14 per cent of its in-
stalment loans and over 12 per cent of its time
loans originatc in the Gretna area. Thus, within
the Altavista-Gretna market, there is a substantial

YIn separate Orders dated September 16, 1971, the
Board has approved concurrent applications filed by
Applicant to acquire 80 per cent or more of the voting
shares of The Culpeper National Bank, Culpeper, Virginia,
and Metompkin Bank and Trust Company, Parksley,
Virginia. Afliliation of both banks will increase Appli-
cant’s share of the total Virginia deposits to 4.3 per cent,
while its  State-wide competitive position will remain
unaltered.

*Two Chatham banks, located approximately 10 miles
south of Gretna, arc excluded from our analysis, since
they are much less competitive in the Altavista-Gretna
market than mere proximity would indicate. This is pri-
marily due to the fact that the town of Chatham is more
oriented to the city of Danville (population 46,400) in
terms of both employment and trade.
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amount of present competition between Fidelity
National and Bank. Both banks actively compete
for this banking busincss, among other ways.
through their advertisements in the Altavista
Journal, the area’s only ncwspaper.

Of the three banks located in the Altavista-
Gretna banking market, The First National Bank
of Altavista holds the largest, or 43.9 per cent, of
arca deposits. Bank ranks sccond, with 30.7 per
cent of market deposits, while the branch office
of The Fidelity National Bank, Applicant’s lead
bank, ranks third in size with 25.4 per cent.
Afliliation of Bank with Applicant would thus
increase Applicant’s sharc of market deposits to
56.1 per cent, and cnable it to control the domi-
nant sharc in this market. Banking customers
within the Altavista-Gretna market are, for the
most part, almost wholly dependent upon the
three present banking institutions for the price and
quality of their banking needs. Should the number
of banking alternatives in the market be reduced
from three to two. the vigor of competition is
likely to diminish. ‘These alternatives bring sub-
stantial weight against approval of the present
proposal.

There arc apparently several banking organiza-
tions in Virginia who are desirous of entering the
Altavista-Gretna market through acquisition of
Bank. One such potential entrant made a firm
offer of affiliation with Bank, while negotiations
with another were terminated when Bank made
a dccision to seck afliliation with the Applicant.
Neither of these alternative proposals would have
the anticompetitive consequences as are to be
found in the present application.

Based on the foregoing, the Board concludes
that consummation of Applicant’s proposal would
not result in a monopoly or be in furtherance of
any combination, conspiracy, or attempt to mo-
nopolize the business of banking in any arca. How-
cver, the anticompetitive effects of the proposal
are sufficiently scrious as to provide significant
weight against approval of the application.

Financial and managerial resources and future
prospects. The financial condition of Applicant
and its subsidiary banks is satisfactory, their
management is capable, and prospects of the
group arc favorable.

The financial condition and management of
Bank arc generally satisfactory, and its prospects.
whether operating independently or as a subsidiary
of Applicant, arc favorable.

These considerations. while consistent  with

approval of the application, provide no significant
weight in support of such action,

Convenience and needs of the communities
involved. As Applicant concedes, Bank’s loan
limit of $90,000 has thus far not proved detri-
mental to its customers. Affiliation with Applicant
would not provide any additional services not
presently available in the arca through the Alta-
vista branch of Applicant’s lcad bank. Considera-
tions relating to the convenience and necds of the
commumitics involved are little more than consis-
tent with approval.

Sumumary and conclusion. On the basis of all
relevant facts contained in the record, and in the
light of the factors set forth in section 3(¢) of the
Act. it is the Board's judgment that the proposed
transaction would not be in the public interest,
and the application should be denied.

PLLAZA BANCSHARES, INC.,
KANSAS CITY, MISSOURI

In the matter of the application of Plaza Banc-
shares, Inc., Kansas City, Missouri, for approval
of action to become a bank holding company
through the acquisition of 100 per cent of the
voting shares (less directors’ qualifying shares)
of the successor by merger to the Plaza Bank of
Commerce, Kansas City, Missouri.

ORDER APPROVING ACTION TO BECOME
A BaNk HoLpiNG COMPANY

There has come before the Board of Governors,
pursuant to section 3(a) (1) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(1))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
Plaza Bancshares, Inc., Kansas City, Missouri, for
the Board’s prior approval of action whereby Ap-
plicant would become a bank holding company
through the acquisition of 100 per cent of the
voting shares (less directors’ qualifying shares) of
the successor by merger to the Plaza Bank of
Commerce, Kansas City, Missouri (“Bank”).
(Bank is to be merged into a nonoperating bank
that has significance only as a vehicle to accom-
plish the acquisition of all the shares of Bank;
accordingly, acquisition of the shares of the
successor bank is treated as an acquisition of the
shares of Bank.)

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the applica-
tion to the Commissioner of Finance of the State
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of Missouri, and requested his views and recom-
mendation. The Commissioner did not object to
approval of the application,

Notice of receipt of the application was pub-
lished in the Federal Register on July 28, 1971
(36 Federal Register 13951). providing an op-
portunity for interested persons to submit com-
ments and views with respect to the proposal.. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views
has expired and all those received have been
considered.

The Board has considered the application in the
light of the factors set forth in section 3(c¢) of the
Act, including the cffect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of the Applicant
and the banks concerned, and the convenience
and nceds of the communities to be scrved. and
finds that:

Applicant is a recently organized corporation,
formed for the purpose of becoming a bank hold-
ing company. Bank (deposits of $46.4 million)
is the cighth largest of 40 banks in the Kansas
City arca and the cleventh largest of 125 banks
in the Kansas City SMSA. controlling 1.4 per cent
of the deposits in that SMSA and only .4 per cent
of the total commercial bank deposits in Missouri.
(Banking data arc as of December 31, 1970.)

The proposal constitutes a corporate reorganiza-
tion and reflects no cxpansion of the corporate
interests or significant change in the character of
banking facilitics involved:; consummation of the
proposal would not alter cxisting banking com-
petition nor significantly affect potential competi-
tion. The financial and managerial resources and
future prospects of Applicant and Bank are satis-
factory and consistent with approval of the ap-
plication. Consummation of the proposal would
not have any immediate effects on the convenicence
and nceds of the community, but improved ser-
vices may be provided in the future under the
more flexible corporate structure of the holding
company system. It is the Board's judgment that
consummation of the proposal would be in the
public interest and that the application should be
approved.

[T 1S HEREBY ORDERED. on the basis of the
record. that said application be and hereby is
approved for the reasons summarized above.
provided that the action so approved shall not be
consummated (a) before the thirticth calendar
day following the date of this Qrder or (b) later

than three months after the date of this Order,
unless such period is extended for good cause by
thc Board or by the Federal Reserve Bank of
Kansas City pursuant to delegated authority.

By order of the Board of Governors, September
21, 1971.

Voting for this action: Vice Chairman Robertson
and Govqrnors Mitchell, Daanc, Maisel, Brimmer,
and Sherrill. Absent and not voting: Chairman Burns,

(Signed) TYNAN SMITH,
Secretary.

[SEAL]

EMPIRE SHARES CORPORATION,
NEW YORK. NEW YORK

In the matter of the application of Empire
Shares Corporation, New York, New York, for
approval of acquisition of 39.9627 per cent of the
voting shares of Community State Bank. Alhany,
New York.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HOLDING COMPANY

There has come before the Board of Governors
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3(a)), an application by
Empire Shares Corporation, New York, New
York, a registered bank holding company, which
presently owns 42,7 per cent of the voting shares
of Community State Bank (“Bank™), Albany,
New York, for the Board’s prior approval of the
acquisition of an additional 39.9627 per cent of
the voting shares of Bank.

As required by scction 3(b) of the Act, the
Board gave written notice of receipt of the ap-
plication to the Superintendent of Banks of the
State of New York, and requested his views and
recommendation. The Superintendent has offered
no objcction to approval of the application.

Notice of receipt of the application was pub-
lished in the Federal Register on August 19, 1971
(36 Federal Register 16144), providing an op-
portunity for intcrested persons to submit com-
ments and views with respect to the proposal. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration.  Time for filing comments and views
has expired and all those received have been
considered.

The Board has considered the application in the
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light of the factors sct forth in section 3(¢) of the
Act, including the cffect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of the Applicant
and the banks concerned, and the convenience
and necds of the communitics to be served, and
finds that:

Applicant is a wholly-owned subsidiary of The
Morris Plan Corporation, New York. New York.
a registered bank holding company that is a
wholly-owned subsidiary of Financial General
Bankshares, Inc.. Washington, . €., also a regis-
tered bank holding company. The shares of Bank
which Applicant in this application proposes to
acquire are presently owned in varying amounts
by four other wholly-owned subsidiaries of The
Morris Plan Corporation cach of which is a
registered bank holding company. Under Ap-
plicant’s proposal, cach of these four bank hold-
ing companics would issue its shares of Bank as
a dividend to The Morris Plan Corporation which
would then contribute said Bank shares to Appli-
cant.

Applicant, presently the twelfth Targest of four-
teen existing or proposed multi-bank holding com-
panies in the Statc of New York, has three
subsidiary banks with $314 million in aggregate
deposits, representing 0.4 per cent of the total
commercial bank deposits in the State. (All bank-
ing data, except where otherwise indicated, are as
of December 31, 1970, and reflect bank holding
company formations and acquisitions approved
by the Board to August 31, 1971.) Bank, pres-
ently the ninth largest of fifteen banking organiza-
tions competing in the Albany banking market,
which is approximated by Albany. Schenectady,
and Renssclaer Counties, had $34.2 million in
deposits as of June 30, 1970, representing 1.6 per
cent of total commercial bank deposits in the arca
and 0.04 per cent of total commercial bank
deposits in the State.

Inasmuch as the proposal merely constitutes a
strengthening of  Applicant's already  substantial
control over Bank and projects no change in the
character of the banking [lacilitics involved, con-
summation of the proposal would neither increase
the amount of deposits which Applicant controls,
nor alter its present ranking. Similarly, consum-
mation of the proposal would not alter existing
banking competition nor foreclose potential com-
petition. nor have any adverse cffects on other
banks in the Albany market. The financial and
managerial resources and future prospects of Ap-
plicant and Bank are regarded as satisfactory and
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consistent with approval of the application. It
appears that the convenience and needs of the
communities involved will not be affected by con-
summation of this proposal. It is thc Board’s
judgment that the proposed transaction would be
in the public interest and that the application
should be approved.

I'T 1S HEREBY ORDERED, on the basis of the rec-
ord, that said application be and hereby is ap-
proved for the recasons summarized above,
provided that the acquisition so approved shall not
be consummated (a) before the thirtieth calendar
day following the date of this Order or (b) later
than three months after the date of this Order,
unless such period is extended for good cause by
the Board, or by the Federal Reserve Bank of New
York pursuant to delegated authority.

By order of the Board of Governors. September
21,1971,

Voling for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Maisel, Brimmer,
and Sherrill. Absent and not voting: Chairman Burns.

(Signed) Ty~NAN SMITH,
Secretary.

|S1AL]J

UNITED CAROLINA BANCSHARES
CORPORATION,
WHITLEVILLE, NORTH CAROLINA

In the matter of the application of United
Carolina  Bancshares  Corporation,  Whiteville,
North Carolina, for approval of acquisition of 100
per cent of the voting shares (less directors’ quali-
fying shares) of the successor by merger to Cape
Fear Bank & Trust Company, Fayetteville, North
Cuarolina.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HoOLDING COMPANY

‘There has come before the Board of Governors,
pursuant o section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3)).
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CKFR 222.3(a)). an application by
United Carolina Bancshares Corporation, White-
ville, North Carolina, a registered bank holding
company, for the Board’s prior approval of the
acquisition of 100 per cent of the voting shares
(less dircetors’ qualifying shares) of the successor
by merger to Cape Fear Bank & Trust Company,
Fayetteville, North Carolina  ("Bank”). The
bank into which Bank is to be merged has no
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significance except as a means of acquiring all of
the shares of Bank. Accordingly, the proposed
acquisition of the shares of the successor organiza-
tion is treated herein as the proposed acquisition
of the shares of Bank.

As required by section 3(b) of the Act, the
Board give written notice of receipt of the applica-
tion to the Commissioner of Banks of the State of
North Carolina and requested his views and rec-
ommendation. The Commissioner recommended
approval of the application.

Notice of receipt of the application was pub-
lished in the Federal Register on August 3, 1971
(36 Federal Register 14285), providing an op-
portunity for intercsted persons to submit com-
ments and views with respect to the proposed
transaction. A copy of the application was for-
warded to the United States Department of Justice
for its consideration. Time for filing comments and
views has cxpired and all those received have been
considered by the Board.

The Board has considered the application in the
light of the factors set forth in section 3(¢) of the
Act, including the effect of the proposed acquisi-
tion on competition, the financial and managerial
resources and future prospects of Applicant and
the banks concerned, and the convenience and
necds of the communities to be served. Upon
such consideration the Board finds that:

Applicant, the cighth largest banking organiza-
tion in North Carolina, controls two banks with
deposits of $169.9 million, representing approxi-
mately 2.3 per cent of total commercial bank
deposits in the State, (All banking data arc as of
December 31, 1970, adjusted to reflect holding
company formations and acquisitions approved by
the Board through August 31, 1971.) The acquisi-
tion of Bank ($10.9 million deposits), would
increase Applicant’s control of deposits in the
State only insignificantly, and its present ranking
among banking organizations in the Statc would
remain unchanged.

Bank, with threc offices, is the smallest of six
banks operating in the TFayetteville-Clinton
market, which is approximated by Cumberland
County and the northern two thirds of Sampson
County, and holds 4.3 per cent of market deposits.
The five competing banks in the market arc
branches of banking institutions which are larger
than Applicant and rank among the Statc’s seven
largest banking organizations. Onec of Applicant's
subsidiary banks has an office in Robeson County,
22 miles south of Bank’s main office, and neither
it nor Applicant’s other subsidiary bank competes

with Bank to any significant extent. It further
appears that the proposed acquisition would not
foreclose significant potential competition: a large
number of existing banking institutions in the arca
and a low population-to-bank ratio mitigatc
against Applicant’s entry into the Fayetteville-
Clinton market through the establishment of a
new bank. It does not appear, therefore, that
significant competition would be eliminated. nor
significant potential competition forcclosed by
consummation of Applicant’s proposal, nor that
there would be adverse cffects on any other bank.

The financial and managerial resources and
prospects of Applicant, its subsidiaries, and Bank
arc regarded as satisfactory and consistent with
approval of the application. The major banking
needs of the communitics involved arc presently
being met by the existing institutions; however, as
a result of its affiliation with Applicant, Bank
would be able to offer expanded and improved
services, including mortgage financing, auditing,
business development, and trust and data process-
ing scrvices. These considerations relating to con-
venience and needs lend some weight in support
of approval of the application. It is the Board's
judgment that consummation of the proposed
acquisition would be in the public interest, and
that the application should be approved.

IT IS HEREBY ORDERED, on the basis of the
record, that said application be and hereby is
approved for the rcasons summarized above, pro-
vided that the action so approved shall not be
consummated (a) before the thirticth calendar day
following the date of this Order or (b) later than
threc months after the date of this Order, unless
such period is extended for good cause by the
Board or by the Federal Reserve Bank of Rich-
mond pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 28, 1971,

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Maisel, Brimmer,
and Sherrill. Absent and not voting: Chairman Burns.

(Signed) TYNAN SMITIH,
Secretary.
[SEAL]

SECURITY NEW YORK STATE
CORPORATION,
ROCHESTER, NEW YORK

In the maitter of the upplication of Security
New York State Corporation, Rochester, New
York, for approval of acquisition of 100 per cent
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of the voting shares of First Bank and Trust Com-
pany of Corning, Corning, New York.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BaNK HolDING COMPANY

There has come before the Board of Gover-
nors, pursuant to section 3(a)(3) of the Bank
Holding Company Act of 1956 (12 U.S.C.
1842(a)(3)) and scction 222.3(a) of Federal
Reserve Regulation Y (12 CEFR 222.3(a)). an
application by Sccurity New York State Corpora-
tion (“Applicant™), Rochester, New York, for
the Board's prior approval of the acquisition of
100 per cent of the voting shares of First Bank
and Trust Company of Corning (“First Corning™).
Corning, New York.

As required by section 3(b) of the Act, the
Board gave written notice ol receipt of the applica-
tion to the New York Superintendent of Banks
and requested his views and recommendation. The
New York State Banking Board approved an
application involving the present proposal in
accordance with the recommendation of the New
York State Superintendent of Banks and advised
the Board of its action.

Notice of receipt of the application was pub-
lished in the Federal Register on June 24, 1971
(36 Federal Register 12057), providing an op-
portunity for interested persons to submit com-
ments and views with respect to the proposal. A
copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views
has expired and all those received have been
considered.

The Board has considered the application in
the light of the factors sct forth in section 3(c)
of the Act, including the effect of the proposed
acquisition on competition, the financial and
managerial resources and future prospects of the
Applicant and the banks concerned, and the con-
venience and needs of the communities to be
served, and finds that:

Applicant, the nineteenth largest banking orga-
nization and sixth largest multi-bank holding com-
pany in New York State. has six subsidiary banks
with aggregate deposits of approximately $478
million, representing .5 per cent of total commer-
cial bank deposits in the State.  (All banking data
arc as of Dccember 31, 1970, unless otherwise
noted, and reflect all holding company formations
and acquisitions approved by the Board through
July 31, 1971.)
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Applicant’s principal subsidiary operates an
extensive branch network throughout the State's
Fighth Banking District and is the third largest of
31 banks located in that District, controlling 16.6
per cent of that area’s deposits. Consummation of
this proposal, involving acquisition of the seventh
largest bank in the District, would increase Ap-
plicant’s share of commercial bank deposits in
that District to approximately 18 per cent.

First Corning (deposits of $28.6 million, con-
stituting 11 per cent of commercial bank deposits
in the market) is the fourth largest of ninc banks
located in the Corning-Elmira area which ap-
proximates the relevant banking market.

Applicants subsidiary located closest to First
Corning is approximately 20 miles northwest of
Corning in the Village of Bath and is considered
to operale in an adjacent market. Although there
does not appear 1o be a significant amount of
cxisting competition between  Applicant’s Bath
subsidiary and First Corning, some potential com-
petition may be foreclosed by consummation of
this proposal. It is likely that some increased com-
petition between Applicant’s Bath subsidiary and
First Corning may develop in the future absent
consummation of this proposal. In addition, the
proposal would climinate TFirst Corning as a
vehicle for entry by a new competitor not now
represented in the Eighth Banking District. While
Applicant could enter the Corning-Elmira market
by establishing a de novo branch or by acquisition
of a smaller bank, the present stagnant condition
of the area’s cconomy and the large number of
banking offices alrcady in the arca makes these
possibilitics remote.  Acquisition of First Corning
by Applicant will result in the removal of home
oflice protection in Corning and thereby liberalize
the branching possibilitics in that city.

Afliliation with Applicant will cnable TFirst
Corning to compete more aggressively with the
larger banks in the market and permit it to more
adequately respond to the financial nceds of the
larger business firms in the arca.

Although the members of the Board in varying
degrees view the transaction as having an adversc
cffect on competition, there is unanimous agrce-
ment that the anticompetitive effects are clearly
outweighed in the public interest by the probable
effect of the transaction in mecting the con-
venience and needs of the community to be served.
Consideration of the financial and managerial
resources and future prospects of Applicant and
First Corning lends further weight to approval.
Specifically, First Corning has experienced recent



858 FEDERAL RESERVE BULLETIN o OCTOBER 1971

financial and managerial difficulties, and Applicant
proposes and appears able to undertake specific
measures (including significant strengthening of
First Corning’s capital accounts) to improve First
Corning’s present financial condition and to con-
tinue to improve operating procedures. Applicant
has been providing some managerial assistance
to First Corning, and plans to continue to draw
on its managerial resources to provide the addi-
tional assistance necessary to improve First Corn-
ing's present condition. Affiliation with Applicant
appears to offer the additional prospect that ex-
panded and improved banking services, such as a
more varied loan policy, will be provided to cus-
tomers and First Corning’s operations will be
strengthened by special services provided by Ap-
plicant.

IT 1S HEREBY ORDERED, on the basis of the
record, that said application be and hereby is ap-
proved for the reasons summarized above, pro-
vided that the action so approved shall not be
consummated (a) before the thirtieth calendar day
following the datc of this Order or (b) later than
three months after the date of the Order, unless
such period is cxtended for good cause by the
Board, or by the Federal Reserve Bank of New
York pursuant to delegated authority.

By order of the Board of Governors, Septem-
ber 28, 1971.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Maisel, Brimmer,
and Sherrill. Absent and not voting: Chairman Burns.

(Signed) TYNAN SMITH,
Secretary.

[SEAL]

MID AMERICAN BANCORPORATION, INC,,
ST. PAUL, MINNESOTA

In the matter of the application of Mid America
Bancorporation, Inc., St. Paul, Minnesota, for
approval of acquisition of 90 per cent or more of
the voting shares of Mid America State Bank of
Mendota Heights, Mendota Heights, Minnesota,
a proposed new bank.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HoLDING COMPANY

There has come before the Board of Gover-
nors, pursuant to section 3(a)(3) of the Bank
Holding Company Act of 1956 (12 U.S.C. 1842
(a) (3)) and section 222.3(a) of Federal Reserve
Regulation Y (12 CFR 222.3(a)), an application

by Mid America Bancorporation, Inc., St. Paul,
Minnesota, a registered bank holding company,
for the Board’s prior approval of the acquisition
of 90 per cent or more of the voting shares of Mid
America State Bank of Mendota Heights, Mendota
Heights, Minnesota (‘“Bank”), a proposed new
bank,

As required by section 3(b) of thc Act, the
Board gave written notice of receipt of the ap-
plication to the Minnesota Commissioner of Banks
and requested his views and recommendation. The
Commissioner indicated that he would not object
to this application.

Notice of receipt of the application was pub-
lished in the Federal Register on August 3, 1971
(36 Federal Register 14284), providing an op-
portunity for interested persons to submit com-
ments and views with respect to the proposal.
A copy of the application was forwarded to the
United States Department of Justice for its con-
sideration. Time for filing comments and views
has expired and all those received have been con-
sidered.

The Board has considered the application in the
light of the factors set forth in section 3(c¢) of
the Act, including the effect of the proposed
acquisition on competition, the financial and man-
agerial resources and future prospects of the
Applicant and the banks concerned, and the con-
venience and needs of the communities to be
served, and finds that:

Applicant controls four banks with aggregate
deposits of approximately $35 million, represent-
ing .4 per cent of the total commercial bank
deposits in the State, and is the fifth largest bank
holding company group in Minnesota. (All bank-
ing data are as of December 31, 1970, and reflect
holding company formations and acquisitions ap-
proved through August 31, 1971.) Since Bank
is a proposed new bank, no existing competition
would be eliminated by consummation of the pro-
posal herein, nor would concentration be increased
in any relevant area.

Bank will be located in a growing residential
area six miles south of St. Paul. Bank's proposed
site is adjacent to the first shopping complex in
the Mendota Heights area. Applicant’s closest
subsidiary to Bank is located 5.7 miles northwest
of Bank but is separated from Bank by competing
banks and the Mississippi River. Applicant’s exist-
ing Egan Township subsidiary is 7.2 miles south-
west of Bank, and derives less than 5 per cent of
its business from the projected service area of
Bank. The overlap apparently is due to the fact
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that no banks are located in the projected service
area of Bank and that the Egan Township sub-
sidiary is the bank closest to the southern portion
of said area,

Consummation of the proposal would not give
Applicant a dominant position in the relevant
market which is defined as the Minneapolis-St.
Paul banking market. That market is one of the
most concentrated in the country with 105 banks
including six holding company groups which
hold, in the aggregate, close to 74 per cent of
deposits, with Applicant controlling the smallest
percentage of deposits (.7 per cent). It appears
that acquisition of Bank would enable Applicant
to compete more effectively with the larger orga-
nizations in the relevant market.

On the basis of the record before it, the Board
concludes that consummation of the proposed
acquisition would not adversely affect competition
in any relevant area. The financial condition,
management, and prospects of Applicant and its
subsidiary banks are regarded as generally satis-
factory. Bank has no operating financial history.
Its proposed capitalization is considered satis-
factory, and Bank will be able to draw on Appli-
cant for management. Bank will receive from
Applicant technical and managerial resources, and
aid in raising capital as needed. Bank’s prospects
appear favorable. The banking factors are con-
sistent with approval. Bank’s proposed location
is in a service area where there are no banks and
where residents and businesses generally do their
banking by commuting out of the service area.
The proposed bank would provide services more
convenient to area customers, and should also
stimulate business activity in the community, Con-
siderations relating to the convenience and needs
of the communities to be served lend some weight
toward approval of the application. It is the
Board’s judgment that consummation of the pro-
posed acquisition would be in the public interest
and that the application should be approved.

IT 1S HEREBY ORDERED, on the basis of the
record, that said application be and hereby is
approved for the reasons summarized above,
provided that the action so approved shall not be
consummated (a) before the thirtieth calendar
day following the date of this Order or (b) later
than three months after the date of this Order;
and provided further that (c) Mid America State
Bank of Mendota Heights, Mendota Heights,
Minnesota, shall be opened for business not later
than six months after the date of this Order.
Each of the periods described in (b) and (c) may

be extended for good cause by the Board, or by
the Federal Reserve Bank of Minneapolis pursuant
to delegated authority.

By order of the Board of Governors, September
28, 1971.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Maisel, Brimmer,
and Sherrill. Absent and not voting: Chairman Burns.

(Signed) TYNAN SMITH,
Secretary.

|SEAL]

NORTHERN VIRGINIA BANKSHARES
INCORPORATED,
BAILEY'S CROSSROADS, VIRGINIA

In the matter of the application of Northern
Virginia Bankshares Incorporated, Bailey's Cross-
roads, Virginia, for approval of acquisition of
41.96 per cent or more of the voting shares of The
Bank of Arlington, Arlington, Virginia.

ORDER APPROVING ACQUISITION OF BANK STOCK
BY BANK HoLDING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(3))
and section 222.3(a) of Federal Reserve Regu-
lation Y (12 CFR 222.3(a)), an application by
Northern Virginia Bankshares Incorporated,
Bailey’s Crossroads, Virginia, for the Board's prior
approval of the acquisition of 41.96 per cent or
more of the voting shares of The Bank of Arling-
ton, Arlington, Virginia (“Bank”).

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the appli-
cation to the Virginia Commissioner of Banking
and requested his views and recommendation. The
Commissioner recommended approval of the
application.

Notice of receipt of the application was pub-
lished in the Federal Register on August 21, 1971
(36 Federal Register 16536), providing an oppor-
tunity for interested persons to submit comments
and views with respect to the proposal. A copy of
the application was forwarded to the United
States Department of Justice for its consideration.
Time for filing comments and views has expired
and all those received have been considered.

The Board has considered the application in the
light of the factors set forth in section 3(c) of the
Act, including the effect of the proposed acquisi-
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tion on competition, the financial and managerial
resources and future prospects of the Applicant
and the banks concerned, and the convenience and
needs of the communitics to be served, and finds
that:

Applicant, the smallest bank holding company
in Virginia, controls two subsidiary banks with
aggregate deposits of $12.7 million, rcpresenting
less than .2 per cent of the total commercial bank
deposits in the State. (Unless otherwisce indicated,
all banking data are as of December 31, 1970,
adjusted to reflect holding company acquisitions
and formations approved by the Board through
August 31, 1971.) Consummation of the proposal
herein would increase Applicant’s share of de-
posits in the State only slightly, and it would
remain the State's smallest bank holding company.

Bank, which began operations on February 1,
1971, is located in suburban Washington, D.C.,
and is the smallest of the seven banking organiza-
tions operating in Arlington County, holding $3.2
million in deposits as of June 30, 1971. Although
the closest offices of Applicant’s subsidiary banks
and Bank are six miles apart, there are numerous
offices of competing institutions in the intervening
area, and Bank competes directly with scveral
larger institutions, including Virginia's largest
bank and affiliatcs of five holding companies, all
significantly larger than Applicant. Furthermore,
the principal organizers of Bank included persons
who are closcly associated with Applicant. In light
of that relationship and other factors set forth
above, consummation of the proposal herein
would not climinate substantial existing competi-
tion. Moreover, the development of any sub-
stantial future competition between Bank and
either of Applicant’s subsidiarics appears unlikely
because of the size of Bank, the presence of a
large number of competing institutions in the im-
mediate area, and the Virginia law restricting de
novo branching across county boundaries. Ac-
quisition of Bank by Applicant should enhance
Bank's ability to compete more cffectively with
the area’s larger banking institutions. On the
basis of the record before it, the Board concludes
that consummation of the proposal would not ad-
versely affect competition in any area.

Considerations relating to the financial condi-
tion, management, and prospects of Applicant, its
present subsidiaries, and Bank are consistent with
approval of the application. As a result of its
affiliation with Applicant, Bank would be in a
position to better serve the expanding needs of its
community. Considerations relating to the con-

venience and needs factors, therefore, lend some
weight in support of approval of the application,
Tt is the Board’s judgment that the proposed trans-
action would be in the public interest, and that
the application should be approved.

IT 1S HEREBY ORDERED, on the basis of the
record, that said application be and hercby is
approved for the reasons summarized above, pro-
vided that the action so approved shall not be
consummated (a) before the thirtieth calendar day
following the date of this Order or (b) later than
three months after the date of this Order, unless
such period is extended for good cause by the
Board, or by the Federal Reserve Bank of Rich-
mond pursuant to delegated authority.

By order of the Board of Governors, October 5,
1971.

Voting for this action: Vice Chairman Robertson
and Governors Mitchell, Daane, Maisel, and
Brimmer. Absent and not voting: Chairman Burns
and Governor Sherrill.

(Signed) TYNAN SMITH,
Secretary of the Board.

[SEAL]

CENTRAL AND STATE NATIONAL
CORPORATION OF ALABAMA,
BIRMINGHAM, ALABAMA

In the matrer of the application of Central and
State National Corporation of Alabama, Birming-
ham, Alabama, for approval of action to become
a bank holding company through the acquisition
of 80 per cent or more of the voting shares of
Central Bank and Trust Company, Birmingham,
Alabama, and State National Bank of Alabama,
Decatur, Alabama.

ORDER APPROVING ACTION TO BECOME
A BANK HOLDING COMPANY

There has come before the Board of Governors,
pursuant to section 3(a) (1) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1842(a)(1))
and section 222.3(a) of Federal Reserve Regula-
tion Y (12 CFR 222.3 (a)), an application by
Central and State National Corporation of Ala-
bama, Birmingham, Alabama, for the Board’s
prior approval of action whereby Applicant would
become a bank holding company through the
acquisition of 80 per cent or more of the voting
shares of Central Bank and Trust Company, Birm-
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ingham, Alabama, and State National Bank of
Alabama, Decatur, Alabama.

As required by section 3(b) of the Act, the
Board gave written notice of receipt of the ap-
plication to the Comptroller of the Currency and
to the Superintendent of Banks for the Statc of
Alabama and requested their views and recom-
mendations. The Comptroller recommended
approval; the Superintendent replicd that his de-
partment did not wish to express views or rccom-
mendations regarding the subject application. al-
though it found no apparent violation of the
banking laws of the State.

Notice of receipt of the application was pub-
lished in the Federal Register on February i,
1971 (36 Federal Register 2881), providing an
opportunity for intercsted persons to submit com-
ments and views with respect to the proposed
transaction, In response to several requests, the
Board permitted an Oral Presentation Order to be
published in the Federal Register on April 10,
1971 (36 Federal Register 6923). All persons
desiring to give testimony, present cvidence or
otherwisc participate in the presentation held in
Birmingham, Alabama, on May 13, 1971, werc
permitted to do so. A copy of the application
was forwarded to the United States Dcepartment
of Justice for its consideration. Time for filing
comments and views has expired and all those
reccived, the entire rccord of the presentation,
including the transcript, exhibits, cxceptions, rul-
ings, all briefs and memoranda filed in conncction
with the oral presentation and this proposal have
been considered by the Board.

IT IS HEREBY ORDERED, on the basis of the
record, that said application be and hereby is
approved for the reasons set forth in the Board’s
Statement of this date, provided that the action
so approved shall not be consummated (a) before
the thirtieth calendar day following the date of this
Order, or (b) later than three months after the
date of this Order, unless such period is cxtended
for good cause by the Board or by the Federal
Reserve Bank of Atlanta pursuant to dclegated
authority.

By order of the Board of Governors, October 7,
1971.

Voting for this action: Chairman Burns and Gov-
ernors Mitchell, Daane, and Sherrill. Voting against

this action: Governors Robertson, Maisel, and
Brimmer,
(Signed) TYNAN SMITH,
Secretary of the Board.
[SEAL]

STATEMENT

Central and State National Corporation, Birm-
ingham, Alabama has applicd to the Board pur-
suant to section 3(a)(1) of the Bank Holding
Company Act of 1956 for prior approval of action
to become a bank holding company through the
acquisition of 80 per cent or more of the voting
sharcs of Central Bank and Trust Company
(*“Central”), Birmingham, Alabama and State Na-
tional Bank of Alabama (“Statec National”), De-
catur, Alabama,

Views and recommendations of supervisory
authorities. As required by scction 3(b) of the
Act, the Board gave written notice of recceipt of
the application to the Comptroller of the Currency
and to the Superintendent of Banks for the State
of Alabama and requested their views and recom-
mendations. The Comptroller recommended ap-
proval; the Superintendent replied that, “this de-
partment does not wish to express views or
recommendations regarding the Central and State
National Corporation of Alabama, a proposed
bank holding company, as provided in your letter
of Fcbruary 5, 1971, as there is no apparent
violation of the banking laws of the State.”

Public Oral Presentation. Notice of receipt of
the application was published in the Federal
Register on February 11, 1971 (36 Federal Regis-
ter 2881), which provided an opportunity for
interested persons to submit their comments and
views with respect to the proposed transaction.
Thereafter, in accordance with Section 3 of the
Act and after receipt of a significant number of
objections and requests for a public hearing con-
cerning the proposed transaction, the Board acting
at its discretion published in the Federal Register
on April 10, 1971, its Order for Public Oral
Presentation (36 Trederal Register 6923). All per-
sons desiring to appear at or otherwise participate
in the Public Oral Presentation held in Birming-
ham, Alabama, May 13, 1971, werc permitted to
do so. Proponents and opponents of Applicant’s
proposal presented their views at the presentation
held before the General Counsel of the Board of
Governors. The entire record of the presentation
including all materials submitted in connection
with the presentation and this proposal have been
considered by the Board.

Statutory considerations. Scction 3(c) of the
Act provides that the Board shall not approve
an acquisition that would result in a monopoly or
would be in furtherance of any combination or
conspiracy to monopolize or to attempt to mo-
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nopolize the business of banking in any part of
the United States, Nor may the Board approve
a proposed acquisition, the effect of which, in any
section of the country may be substantially to les-
sen competition or tend to create a monopoly,
or which in any other manner would be in re-
straint of trade, unless the Board finds that the
anticompetitive effects of thc proposed transac-
tion arc clearly outweighed in the public interest
by the probable cffect of the transaction in meet-
ing the convenience and needs of the communities
to be served. In each casc, the Board is required
to take into consideration the financial and man-
agerial resources and futurc prospects of the bank
holding company and the banks concerned, and
the convenience and needs of thc communities to
be served.

Competitive effects of proposed transaction.
The ten largest banking organizations in the State
of Alabama control total deposits of $2.41 billion,
representing 48.0 per cent of the deposits held by
all commercial banks in the State.!

Applicant proposes to acquirc State National
($232 million deposits) and Central ($121 million
deposits), the fourth and seventh largest banking
organizations in Alabama. Upon consummation of
its proposal, Applicant would control 7.0 per cent
of commercial bank deposits in the State and
becomc the State’s second multi-bank holding
company and its third largest banking organiza-
tion. The recent formation of First Alabama
Bancshares (1971 Federal Reserve BULLETIN
404) to become the State’s first multi-bank holding
company combined the fifth, sixth, and tenth
largest banks in the State and created the State’s
second largest banking organization.

Statec National has its main office in Decatur,
the county seat of Morgan County, Alabama.
Under a “grandfather” provision of the Alabama
banking law, it is the only bank in the State
permitted to establish branches across county lines
(it is permitted to branch into 14 counties). At
the present time, it operates 29 offices in 12
counties located in northern Alabama. It is the
largest bank operating in this 12 county region;
in five counties it has less than 20 per cent of total
deposits, and in four countics it has morc than
40 per cent of total deposits. While each office
has the capability of drawing on the resources of
the bank for large loan demands, the record

! All banking data arc as of December 31, 1970, unless
otherwise indicated and reflect holding company forma-
tions approved by the Board through September 30, 1971,

establishes that each office operates with relative
autonomy in so far as usual loans are concerned.

Central Bank is located in Birmingham, the
county seat of Jefferson County and the financial
and industrial center of thc State. It is the fourth
largest of 10 banking organizations in Birmingham
and Jefferson County which approximates its
relevant market and controls 9 per cent of county
deposits. Although Central has experienced extra-
ordinary growth since its formation in 1964, a
significant proportion of its deposits reflect man-
agement’s aggressive solicitation of correspondent
accounts and large denomination certificates of
deposit from banks outside of its retail banking
market. At the present time, 23 per cent of Cen-
tral's total deposits reflect correspondent bank
accounts, placing Central second in total corre-
spondent balances in the State.

In 1968, Central attempted to merge with State
National. Although the proposal received agency
approval, it was declared impermissible by the
Alabama courts for reasons not germane to the
present application. At the time of the proposed
merger individuals associated with Central ac-
quired approximately 26 per cent of the outstand-
ing stock of State National. The two banks have
maintained a cooperative relationship since 1968,
with the president of Central serving as a special
consultant and chairman of State National’s execu-
tive committee. This application is the result of
Central’s continued efforts to formalize this rela-
tionship.

The closest banking offices of Central and State
National are located 40 miles apart in separate
markets, therefore, no meaningful competition
exists between these banks which would be elimi-
nated by the proposed affiliation. It is doubtful
that these banks would compete in the future ab-
sent termination of their present management re-
lationship and reduction of stock holdings in State
National by interests associated with Central. In
addition, State National has not been an active
competitor in the correspondent field with only
1.0 per cent of its deposits in correspondent bal-
ances (after deducting the balance carried by
Central Bank).

The Board has considered the effects on the
banking structure of Alabama of its recent ap-
proval of the application of First Alabama Banc-
shares which was based upon the expectation that
the formation “would enhance competition in
several markets in Alabama.” The Board con-
cludes that consummation of Applicant’s proposal
will not lessen existing or foreclose significant po-
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tential competition in any relevant market. In-
stead, consummation of the proposal will enable
Central to compete more effectively with the larger
banking organizations in Birmingham and will
permit Applicant to become a meaningful competi-
tor with other statewide bank holding companics
emerging in Alabama.

The threc largest banking organizations in
Birmingham control approximately 84 per cent
of commercial bank deposits in that market. Con-
summation of Applicant’s proposal should estab-
lish an additional alternative for customers for
larger or specialized banking services in Birming-
ham. The competitive cffect on smaller, pre-
dominantly retail banks in Birmingham should not
be significant in view of the existing size disparity
between these banks and the larger banks in the
market.

State National, although the largest bank in its
12 county area, operates primarily in small local
markets and serves only one major metropolitan
market in the State—Huntsville. In 5 of the 12
counties State National’s share of county deposits
is less than 20 per cent. In the First Alabama
detcrmination, the Board noted the “competitive
capabilitics” of State National as support for im-
proving the competitive strength of First Ala-
bama's proposed Huntsville subsidiary which is the
largest bank in Madison County. Affiliation with
Central will cnable State National to maximize
its resource strength and compeltitive capability
in order to satisfy growing financial require-
ments and further stimulate cconomic develop-
ment in the northern Alabama counties. The
competitive position of smaller, primarily retail.
banks in the State National’s 12 county opcrating
area should not be significantly changed by for-
malizing the affiliation of Central and State Na-
tional in a holding company organization in view
of the existing overall dominant character of
Statc National in relation to these smaller banks.

In connection with the review of the proposal’s
effect on competition, the Board considered com-
ments of the Department of Justice which con-
cluded that consummation of Applicant’s proposal
will have an adverse effect on potential competi-
tion. The Department found that Applicant’s pro-
posal would reduce the possibility for eventual
deconcentration in each market by removing both
banks as potential entrants into the market of the
other.

The Board recognizes that alternative methods
of entry into the respective markets are availablc
to Central and State National (and might be likely

if the present relationship between the banks were
to terminatc). However, any possible adverse
cflects on potential competition resulting from con-
summation of Applicant’s proposal are, in the
Board’s view, not so significant as to outweigh the
procompetitive result of reducing the existing com-
petitive advantage and market domination of the
State’s largest banking organizations. The Board
believes it to be in the economic interest of the
State of Alabama to permit a combination of the
resource potential of State National with the ag-
gressive, innovative character of Central for the
purposc of improving the competitive environment
among the State’s largest banking institutions. At
the same time, the opportunity for moderate and
smaller size banking institutions in the State to
form regional affiliations which would encourage
further deconcentration at other levels of com-
mercial bank competition will be preserved.

On the basis of all relevant facts contained in
the record, it is the Board’s judgment that consum-
mation of the proposed transaction would not
result in a monopoly or be in furtherance of any
combination, conspiracy or attempt to monopolize
the business of banking in any part of the country.

Financial and managerial resources and future
prospects. Applicant, a newly formed corporation,
has no operating history. Since its assets, for the
most part, will consist of its stock interest in
Central and State National, and since Applicant’s
management will be drawn from both banks, the
financial condition, management resources and
prospects of Applicant are dependent in all re-
spects on those of the banks.

The financial condition of both Central and
State National arc generally satisfactory. Prospects
of both banks and therefore Applicant appear
favorable. Management of both banks (which has
been coordinated at the executive level since per-
sons associated with Central acquired a 26 per cent
interest in State National) and Applicant are ‘con-
sidered capable and experienced and in all respects
satisfactory. The prospect of increased cooperation
should have a beneficial effect on the operations
of both banks.

The Board concludes that considerations relat-
ing to banking factors, as they relate to Applicant,
State National and Central, are consistent with
approval.

Convenience and needs of the communities in-
volved. Both Central and State National are fuil
service banks and there is no evidence in the
record to indicate that substantial banking needs
are unserved. However, Applicant points to an
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increased competitive environment in all fields of
banking, including offering improved trust services
at Central as benefits occurring as a result of
consummation. In addition, Applicant proposes
other broad initiatives as part of a ten point
program to be undertaken or further developed.

Proponents appcaring at the oral presentation
discussed at least three of the components of Ap-
plicant’s program in detail: establishment of a
venture capital loan department to encourage new
industrial development in the State of Alabama;
creation of an agriculture and timber department,
formation of a forcign department to serve those
customers with international financial require-
ments. Although some of these services are pres-
ently provided by Central and State National
individually or by other statewide competitors
located in Birmingham, Huntsville, and Mobile,
initiation or expansion of these services by Appli-
cant would provide an additional alternative for
existing services and a sourcc for meeting in-
creased demands for financial services brought
about by economic development in the State.

Applicant has indicated that Central will dis-
continue its absorption of exchange charges on
items drawn on non par banks within 90 days
after approval of the subject proposal. The Board
has on a number of occasions expressed its view
that the practice of non par banking is contrary to
the public interest. The beneficial consequence of
discontinuation of this practice, however, will
occur throughout the entire State as a result of a
recently enacted amendment to the State’s banking
law which prohibits the practice of non par pay-
ment of checks as of July 1, 1972.

Factors relating to the convenience and needs of
the communities concerned weigh in favor of ap-
proval of the application.

Summary and conclusion. On the basis of all the
relevant facts contained in the record, and in the
light of factors set forth in section 3(c) of the Act,
it is the Board’s judgment that the proposed trans-
action would be in the public interest and that
the application should be approved.

DISSENTING STATEMENT OF GOVERNORS
ROBERTSON, MAISEL, AND BRIMMER

We dissent from the action taken by the major-
ity in this case. In our opinion, consummation of
the proposal will have adverse effects on potential
competition in the State of Alabama which are
not outweighed by considerations of the con-
venience and needs of any community in the State.

In the light of the effect of the recent formation
of First Alabama Bancshares on the structurc of
banking in the State (which joined the fifth, sixth,
and tenth largest banks in Alabama, 1971 Federal
Reserve BULLETIN 404), the Board's action today
authorizing the combination of the fourth and
seventh largest banks in the State further concen-
trates the scarce financial resources of the Statc
to an increasingly undesirable level. Approval of
this proposal reduces the number of potential lead
banks in the State with the probable result that
most of Alabama’s banking resources will even-
tually be controlled by as few as five or six bank-
ing organizations.

The Board has on previous occasions (c.g., 1968
Federal Reserve BULLETIN 925) recognized that
the primary objective of Congress in establishing
the competitive standard to be applied in adminis-
tering the Act was to prevent the concentration of
banking resources in the hands of a few large
banking organizations and to protect and encour-
age a framework for a banking structure consisting
of as many separate and competing banking or-
ganizations as can best serve the needs of the
banking public. The Board’s approval of this trans-
action, in our judgment, frustrates that objective,

As concerns State National, thc resource
strength of that bank and its exclusive branching
privilege were recognized by the Board in the
First Alabama determination. As a result of the
majority’s action in this case, the dominance of
State National will be further entrenched by the
addition of the fastest growing and most aggres-
sive force in the Birmingham market. The
attempted competitive equalization sought by the
Board in its action in the First Alabama applica-
tion is destroyed by the effects of the action here.

As concerns Central, the majority contends that
the creation of a larger organization to be head-
quartered in Birmingham will have procompetitive
effects throughout Jefferson County by reducing
the size disparity among the larger banking or-
ganizations competing there. However, Central
Bank has proven itself to be an aggressive, innova-
tive and successful competitor in the State’s most
competitive banking area. It is doubtful that this
action will significantly enhance Central’s proven
competitive abilities. Neither would the latter be
diminished by a denial.

As concerns both banks, the Department of
Justice has concluded that consummation of the
proposal would eliminate potential competition
by reducing the possibility that disaffiliation could
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result in cventual deconcentration in cach local
markct. We are in agreement with the Depart-
ment’s conclusion. The existing rclationship was
established in 1968 in furtherance of Central’s
unsuccessiul attempt to merge with State National.
This afliliation is neither strong nor irreversible
and in no way minimizes the anticompetitive con-
sequences resulting from this proposal. By fore-
closing the possibility of future disaffiliation,
morcover, the majority's action eliminates the
morc desirable alternative of each bank becoming
the lead bank in competing statewide bank hold-
ing companics. Both State National and Central
arc among the few banks in the State of Alabama
capable of supporting such organizations,
Additionally, although only a small amount of
retail banking and correspondent competition
presently exists between Central and State Na-
tional, a significant amount of potential compcti-
tion in the State’s wholesale banking market will
be foreclosed by approval of this application. Cen-
tral has rapidly grown to its present position of
second in the State in correspondent balance ($30
million) through the aggressive solicitation of such
accounts. Statc National has the capability (al-
though not presently utilized) of becoming a
strong competitor for correspondent balances. Ap-

proval of the First Alabama formation removed
First National Bank of Huntsville and Exchange
Security of Birmingham as competitors for cor-
respondent balances in the northern Alabama
area (for banks not wishing to have correspondent
relations with a competitor); consummation of this
proposal will further reduce the remaining cor-
respondent alternatives for smaller nonaffiliated
banks in northern Alabama.

In our view, Applicant points to no significant
new service or other benefit to any area of the
State that outweigh the adverse effects that this
formation will have on competition, Additional
programs to be institutcd by Applicant are pres-
cently available either from each bank inde-
pendently or from other banking organizations in
the State. As the Board observed in its considera-
tion of the Charter New York application (1968
Federal Reserve BULLETIN 925), “‘there is no cvi-
dence that such a broadened and improved service
offering could not be accomplished by means less
inimical to the preservation of future competition.”

On all the facts of record, we conclude that the
proposed formation will lessen potential competi-
tion without offsetting public benefit, and that the
application should be denied.



Announcements

CHANGES IN BOARD STAFF

The Board of Governors of the Federal Reserve
System has announced the following changes in
its official staff:

David C. Melnicoff, First Vice President of
the Federal Reserve Bank of Philadelphia, has
been named Deputy Executive Director of the
Board, effective October 12, 1971.

Edwin J. Johnson, Director of the Division of
Personnel Administration, has been designated
Assistant to the Board effective November 1, 1971,

Ronald G. Burke has been appointed Director
of the Division of Personnel Administration to
succeed Mr. Johnson, also effective on November
1, 1971,

Mr. Melnicoff, in addition to serving in various
capacities in research and administration at the
Reserve Bank of Philadelphia, has been associated
with the Penn Fruit Company, the Pennsylvania
Railroad, and Fels and Company. He holds B.A.
and M.A. degrees from the University of Penn-
sylvania.

Mr. Burke has been with Computer Sciences
Corporation, Falls Church, Virginia. Prior em-
ployment has included positions with Booz, Allen
Applied Rescarch Corporation and the System
Devclopment Corporation. He holds a B.S.
degree from Ball State University and has done
graduate study at American University and the
University of Southern California.

ELECTION OF DIRECTOR

C. Graham Berwind, Jr., was clected on October
7 as a director of the Federal Reserve Bank of
Philadelphia to serve the remainder of a 3-year
term expiring December 31, 1971, and for a new
3-year term beginning January 1, 1972. He is
president of the Berwind Corporation in Philadel-
phia. He succeeds Henry A. Thouron, who re-
signed on February 4, 1971.

DEATH OF A DIRECTOR

Ronald E. Reitmeier, who had served since Janu-
ary 1, 1969, as a Board-appointed director of the
Louisville Branch of the Federal Reserve Bank of
St. Louis, died on October 16, He was president
of Catalysts and Chemicals Inc. in Louisville.

866

TRANSACTIONS IN FEDERAL AGENCY
SECURITIES

The Federal Open Market Committec of the
Federal Reserve System announced on September
16, 1971, that it had authorized outright pur-
chase and sale transactions in securitics of Federal
agencies. The System's open market operations
have involved mainly transactions in U.S. Trea-
sury issues, Transactions in Federal agency securi-
ties will be initiated in the near future.

The volume of securities issued by Federal
agencies has been growing rapidly in recent years.
These securities are marketed to raise funds for a
variety of governmental lending activities in such
fields as housing, agriculture, and export financing.

System open market operations are conducted
to carry out the objectives of monetary policy by
affecting the volume of bank reserves, money,
bank credit, and conditions in credit markets. The
purpose of the new authorization is to widen the
base of System open market operations and at the
same time to add breadth to the market for agency
securities. Up to now, open market operations in
Federal agency issues have been confined to
repurchase agreements with securities dealers.

Purchases and sales of Federal agency issues
will be conducted by the Federal Reserve Bank of
New York for the System Open Market Account.
Along with other System Account transactions,
they will be reflected in the weekly condition
statement of the Federal Reserve Banks, which is
issued every Thursday.

The Committee has approved initial guidelines
for operations in agency issues. They are de-
signed to assure that such operations will be con-
sistent with other open market operations, to
minimize technical operating problems, and to
avoid dominating the Federal agency market.
The guidelines will be subject to review and
revision as operating experience is gained. Be-
cause the outstanding volume of many agency
issues is small relative to that of U.S. Treasury
obligations, Federal Reserve operations in such
issues will be on a limited scale. They will not be
directed at supporting individual sectors of the
agency market or at channeling funds into issues
of particular agencies.



ADMISSION OF STATE BANKS
TO MEMBERSHIP IN THE
FEDERAL RESERVE SYSTEM

The following banks were admitted to member-
ship in the Federal Reserve System during the
period September 16, 1971, through October 15,
1971:

Colorado

Brighton. . . ..

Ohio

Cincinnati.

Virginia

Sterling. .. ..

... .Platte Valley Bank
.The Southcrn Bank

... .Commonwealth Bank and
Trust Company of Virginia

867



National Summary of Business Conditions

Released for publication October 18

Industrial production and nonfarm employment
increased in September following two months of
decline. Retail sales continued at advanced levels
and wholesale commodity prices were somewhat
lower. Commercial bank credit continued to ex-
pand. The money stock decreascd, while the ex-
pansion in time and savings deposits accelerated.
Yields on long-term securities declined further.

INDUSTRIAL PRODUCTION

Industrial production in September rose 0.5 per
cent to an index of 105.3 (1967—100) from 104.8
reached in August (revised downward from last
month's estimate of 105.1). The September total
is still about 6 per cent below the 1969 high but 2
per cent above last November’s auto strike low
point.

The September increase in the total index
largely reflected partial recovery of about one-
fourth in iron and steel production from a down-
ward revised level in August. In the early part of
October raw steel output showed some decline.

Production of both consumer goods and busi-
ness cquipment increased somewhat in September,
while defense output, which was revised up-
ward in recent months, is cstimated to have de-
clincd. Auto assemblies remained at an annual
rate of 8%z million units in September and early
October. Production of other automotive products

INDUSTRIAL PRODUCTION
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increased in Scptember and nondurable consumer
goods expanded further.

EMPLOYMENT

Nonfarm payroll cmployment increased 300,000
in September. Manufacturing rose 130,000 after
declining in the preceding 3 months, with the
largest gains in durable goods. The average work-
weck of manufacturing workers declined again by
0.2 hour to 39.6 hours reflecting widespread
reductions. The unemployment ratc was little
changed, 6.0 per cent compared with 6.1 per cent
in August, as employment gains were largely
offset by continued strong growth in the labor
force.

RETAIL SALES

The total value of retail sales continued at ad-
vanced levels in September and the early part of
October, according to early reports. Unit sales of
domestic autos were about 12 per cent above the
July-August level and at an annual rate of around
914 million units. Sales of imported autos were
reduced from the record rate recached in August
reflecting partly the cffects of dock strikes in
curtailing domestic dcalers’ stocks.

AGRICULTURE

Crop prospects improved somewhat in September
to a level 12 per cent above last year and 8 per
cent above the previous 1969 record. Iarge feed
and food grain harvests arc in prospect and a
heavy movement under Federal price support
loans is anticipated, Output and marketings of
livestock and products have continued to exceed
the advanced levels of a year carlier,

WHOLESALE AND CONSUMER PRICES

Wholesale prices, scasonally adjusted, declined 0.4
per cent from August to September owing mainly
to a decrease in prices of farm and food products.
Prices of industrial commodities were slightly
lower reflecting reductions mainly for motor
vehicles. Up to mid-October, average prices of



commodities traded in the organized markets not
limited by Federal ceilings continued to case off,

Consumer prices rose 0.4 per cent seasonally
adjusted in August, reflecting in the main advances
occurring before the mid-August Federal price and
wage frecze. Prices of services continued upward
and there was a sharp increase in gasoline prices.

BANK CREDIT, DEPOSITS, AND RESERVES

Commercial bank credit (adjusted for transfers
of loans between banks and their afliliates) in-
creased at an annual rate of about 10 per cent in
September, somewhat slower than in August but
the same as for the entire third quarter. Growth
in most major categories of loans accounted for
a substantial part of the rise. In addition. a sizable
volume of municipal and Federal agency securitics
was acquired following some reduction in such
holdings during August. These acquisitions were
offset in farge part by a continued decline in hold-
ings of U.S. Treasury sccuritices.

The money stock declined at an annual rate of
3.7 per cent in September following a relatively
small increase in August. This brought the rise
for the third quarter to 3 per cent. considerably
below the 11 per cent second quarter rate. Expan-
sion in time and savings deposits increased in
September to an annual rate ot about 16 per cent.

PRICES
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over twice as fast as in August. This rise was
associated with a sharp increase in large negotia-
ble CD. Other time and savings deposits con-
tinued to expand at a moderate pace.

Net borrowed reserves of member banks aver-
aged about $325 million over the five weeks end-
ing September 29 compared with $635 million in
August. Member bank borrowings at the Federal
Reserve declined and excess reserves rose slightly.

SECURITY MARKETS

Treasury bill yiclds fell by about 35 to 55 basis
points between mid-September and mid-October.
The 3-month bill was bid at around 4.45 per cent
in the middle of October, down from 4.85 per cent
a month carlicr. Over the same period. rates on
C.S. Government notes and bonds declined by
some 20 to 30 basis points.

Yiclds on new corporate sccuritics were steady
at a higher level through the first three weeks of
the period but declined to about the fevel of carly
September by mid-October, while yields on sca-
soned sccurity issues remained steady. Municipal
security rates fell moderately on balance during
the period.

Common stock prices fell moderately on aver-
age volume.
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Guide to Tabular Presentation

SYMBOLS AND ABBREVIATIONS

e Estimated
c Corrected
p Preliminary
r Revised
rp Revised preliminary
I, II,
11, 1V Quarters
n.e.c. Not clsewhere classified
A.R. Annual rate
S.A. Monthly (or quarterly) figures adjusted for

seasonal variation

GENERAL INFORMATION

Minus signs are used to indicate (1) a decrease, (2)
a negative figure, or (3) an outflow.

A heavy vertical rule is used in the following in-
stances: (1) to the right (to the lcft) of a total when
the components shown to the right (left) of it add to
that total (totals separated by ordinary rules include
more components than those shown), (2) to the right
(to the left) of items that are not part of a balance
sheet, (3) to the left of memorandum items.

“U.S. Govt. securities” may include guaranteed issues
of U.S. Govt. agencies (the flow of funds figures also

N.S.A Monthly (or quarterly) figurcs not adjusted
for seasonal variation

IPC Individuals, partnerships, and corporations

SMSA Standard metropolitan statistical arca

A Assets

L Liabilities

S Sources of funds

9 Uses of funds

Amounts insignificant in terms of the par-
ticular unit (c.g., less than 500,000 when
the unit is millions)

(1) Zero, (2) no figure to be expected, or
(3) figure dclayed

include not fully guaranteed issues) as well as direct
obligations of the Treasury. “State and local govt.” also
includes municipalitics, special districts, and other politi-
cal subdivisions.

In some of the tables details do not add to totals
because of rounding.

The footnotes labeled NoTe (which always appear
last) provide (1) the source or sources of data that do
not originate in the System; (2) notice when figures are
estimates; and (3) information on other characteristics
of the data.
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A4 BANK RESERVES AND RELATED ITEMS o OCTOBER 1971
MEMBER BANK RESERVES, FEDERAL RESERVE BANK CREDIT, AND RELATED ITEMS

(In millions of dollars)

Factors supplying reserve funds
e L e - C e —o —
Reserve Bank credit outstanding
———— S Freus.
Period or date U.S. Govt. securities ! Special ury
_ e e aem : . . Drawing cur-
Dis- Gold Sohis e
Held counts Other stock . Rl'-%'-h}hl . r““iy
under and Float 2 F.R. Total 4 certilicit :’ _0,“&
RBought repur- ad- " assets 3 accoun stand-
Total out- chase vances i ng
right agree-
ment
Averages of daily figures {
1939—DXCCue e e nineeennn 2,510 F 2,510 8 17,518 2,956
1641—Dec.....ovvviiiinnn 2,219 2,219 5 22,759 3,239
1945—Dec.. ..o iinn 23,708 23,708 381 20,047 4,322
1950-—Dec,cv o v 20,345 20,336 9 142 22,879 4,629
1960—Dec.. oo vvivvin 27,248 27,170 78 94 17,954 |....oovnt 5,396
1965 —~Dec.oooviviiiiinn., 40,885 40,772 113 490 13,799 |..oovvenn 5,565
1966—Dec.. oo in vt 43,760 43,274 486 570 13,158 ..., 6.284
48,891 48,810 81 238 12,436 |....onenn 6,777
52,529 52,454 5 765 s 10,367 |oovianenn 6,810
57,500 57,295 205 1,086 3,235 2,204 64,100 10,367 |.......... 6,841
59,903 59,625 278 607 2,832 1,216 64,619 11,300 400 ' 7,049
59,533 59,360 173 462 2,933 1,734 64,708 11,117 400 ' 7,069
60,393 60,004 8y 425 2,933 1,314 65,132 1,117 400 ¢ 7,100
61,088 . ol,310 378 321 3,570 1,032 ' 66,708 $1,108 400 7,145
62,068 61,941 127 370 3,636 1,216 67,363 10,732 400 | 7,157
62,350 62,051 299 328 2,974 1,065 66,797 10,732 400 7,188
62,719 62,381 338 319 v 2,671 896 66,691 10,732 ' 400 ' 7,235
63,371 63,153 218 148 3,047 1,103 67,747 10,732 400 - 7,291
64,714 04,368 346 330 2,704 * 1,076 68,926 10,448 400 7,357
64,642 64,574 68 453 2,690 979 - 68,834 10,332 400 7,419
66,001 65,652 349 820 3,001 1,150 . 71,052 10,332 400 7,437
Aug.. . 66,324 606,143 181 804 2,572 991 70,749 10,184 400 7,460
SePLl. 67,106 66,794 312 501 2,956 900 . 71,550 10,132 400 7,523
Week ending— !
1971— July 65,772 65,461 Al 661 2,965 1,092 ! 70,586 10,332 400 ; 7,431
65,826 65,6069 157 991 3,179 1,145 | 71,216 10,332 400 7,430
66,435 65,694 741 1,121 3,189 1,156 ' 71,982 10,332 400 ; 7,440
66,055 65,721 334 545 2,734 1,187 70,600 10,332 400 | 7,443
Aug. 66,182 65,822 360 764 2,583 1,222 70,819 10,332 400 : 7,443
1 66,158 65,872 286 593 2,517 1,257 70,585 10,246 400 ' 7,453
606,067 65,956 It 1,179 2,692 1,044 71,029 10,132 400 7,457
66,353 66,353 ).......... 771 2,71t 726 70,615 10,132 400 7,465
Sept. 66,779 ' 66,635 t44 | 706 2,433 776 70,766 10,132 400 l 7,475
67,156 60,726 430 | 765 2,594 817 70,439 10,132 400 7,494
67,082 66,59 486 | 457 2,920 894 71,455 10,132 400 7,522
66,687 66,687 |.......... I 328 3,615 923 71,603 10,132 ! 400 7,532
67,393 | 67,071 322 426 2,884 963 71,753 . 10,132 400 7,542
!
Lnd of month !
1970-=July oo © 65,841 065,841 |.......... : 778 2,618 1,209 70,501 10,332 | 400 7,445
Aug ... o - 66,937 4 66,635 302 | 858 2,250 786 70,938 10,132 400 7,479
SepLr oo - 67,627 667,627 ...t H 198 3,137 1,00t ! 72,014 10,132 400 . 7,547
. 1
Wednesday
1971 —July 65,118 |6 765,118 |.......... 469 2,959 ! 1,123 ' 69,730 10,332 400 . 7,430
65,636 665,636 |.......... 1,840 3,314 1,157 72,004 10,332 400 7,431
66,680 ¢ 65,704 976 1,563 2,802 1,201 72,328 10,332 400 ¢ 7,441
05,762 6 65,762 |.......... 782 2,553 1,205 | 70,356 . 10,332 400 7,449
; 1
Aug, 67,216 0 65,841 1,375 655 2,479 1,281 ‘ 71,729 10,332 400 , 7,446
66,017 0 65,902 115 573 . 2,386 1,336 70,359 10,132 400 | 7,457
66,260 6 05,942 38 1,123 ' 2,814 749 ' 70,998 10,132 400 7,457
66,406 0 66,406 1.......... 1,803 2,454 772 i 71,487 10,132 400 7,466
Sept. 67,337 0 66,0635 989 2,259 828 71,551 i 10,132 400 7,490
67,483 6 66,741 338 2,568 857 71,381 ‘ 10,132 400 7,512
65,726 | 61765,726 349 3,165 948 70,238 | 10,132 400 7,528
66,587 6 66,587 941 3,085 961 71,622 : 10,132 400 7,539
67,601 6 67,386 82 2,506 | 995 71,635 10,132 | 400 7,547
| .

For notes see opposite page.



OCTOBER 1971 « BANK RESERVES AND RELATED ITEMS

A5

MEMBER BANK RESERVES, FEDERAL RESERVE BANK CREDIT, AND RELATED ITEMS—Continued

(In millions of dollars)

Factors absorbing reserve funds

Deposits, other
than member bank Member bank
Cur- Treas- rCSCrves, . Other rescrves Period or date
rency ur with F.R. Banks Other |+ FE.R.
in o |- o F.R. lia-
cir- hold- ! ac- tilities |
cula- ings counts?3 and With | Cur-
tion 8 Treas- For- 2 capital3 . rency
ury eign Other . R. and Total
Banks coins
Averages of daily figures
7,609 2,402 616 739 248 | 11,473 |ooiniinnnnns 1939—Dec.
10,985 2,189 592 1,531 292 | 12,812 |. .. 1941—Dee.
28,452 2,269 625 1,247 493 ... 16,027 1. 1945—Dec.
27,806 1,290 615 920 353 739 [ 17,31 |oiviiiiinnes 1950—Dec.
33,019 408 522 250 ! 495 1,029 |00 19,283 |....oiivieeenes 1960—Dcc.
42,206 808 683 154 231 k3. 2 IR 18,747 3,972 22,719 |oiiiiiens 1965—0DDec.
44,579 1,191 291 164 429 L T I 19,568 4,262 23,830 |....ieeeen 1966—Dec.
47,000 1,428 902 150 451 -204 |.......... 20,753 4,507 25,260 |.coiiiiiieenns 1967—Dec.
50,609 756 360 225 458 1,105 ..o 22,484 4,737 27,221 Lo 1968—Dec.
53,591 636 1,194 146 458 ... 2,192 23,0M 4,960 28,031 .......eee 1969—-Dec.
54,931 457 1,070 141 750 ...l 2,300 23,719 5,100 28,825 [ 1970--Scpt.
55,063 459 1,042 142 747 |l 2,249 23,593 5,108 28,701 ..o c i Oct.
55,864 453 890 149 721 Lol 2,256 23,416 5,142 28,558 .. Nov,
57,013 427 849 145 735 | 2,205 23,928 5,340 29,265 | Dec
56,192 445 1,028 15§ 786 2,109 24,938 5,550 1971—Jan.
55,754 465 1,025 153 778 2,232 24,710 5,170 Feb.
56,123 467 783 139 718 2,227 24,601 5,085 .Mar
56,716 499 1,047 148 752 2,194 24,814 5,071 LApr.
57,155 506 1,112 173 690 2,244 25,251 5,168 May
57,969 491 652 155 698 2,227 24,793 5,230 .June
58,847 471 1,546 161 714 2,251 25,231 5,316 . July
58,906 477 1,021 181 712 2,298 25,098 5,357 30,455 Aug.
59,012 466 1,621 151 T2 G 2,296 25,347 5,493 30,440 Sept.
! Week ending—
58,671 460 1,535 170 707 ool 2,307 24,898 5,415 30,313 ..o 1971 —July 7
58,182 460 1,778 162 721 2,264 24,811 5,443 30,254 | 14
58,955 470 1,602 166 703 ..o 2,183 26,074 4,858 30,932 ... 21
58,683 488 1,383 137 708 ... 2,236 25,142 5,481 30,623 | 28
58,691 484 1,121 174 740 | 2,322 25,456 5,438 30,894 ... Aug. 4
59,014 475 1,157 169 726 ... 2,406 24,737 5,593 30,330 i
59,112 473 1,038 176 730 .. 2,190 25,298 5,307 30,605
58,875 479 1,153 184 681 ... 2,253 24,986 5,125 30,111
58,711 473 1,213 194 691 2,324 25,167 5,352 30,519
59,063 464 1,318 16S 7Lt 2,402 25,341 5,514 30,855
59,354 458 1,388 139 708 2,226 25,236 5,618 30,851
58,992 470 1,760 150 704 2,234 25,357 5,279 30,636
58,685 473 2,009 146 718 2,299 25,496 5,586 31,082
End of month
58,558 479 1,115 162 754 L. 2,291 25,321 5,438 30,759 Lo 1971-- July
58,890 452 987 122 669 ... .. 2,361 25,467 5,354 30,821 ..o Aug,
58,788 464 2,102 166 777 | 2,374 25,422 5,541 30,963 ..o Sept.”
‘ Wednesday
59,184 468 2,065 196 Ty | 2,321 i 22,945 5,424 28,369 ... 1971 July 7
59,230 468 2,516 163 694 |l 2,133 24,964 5,451 30,415 | 14
58,916 492 1,110 Ls 698 ... 2,211 26,960 4,858 JLBI8 [oeei i 21
58,781 493 1,413 149 722 |oviiiin 2,251 24,728 5,479 30,207 |ooe e 28
58,930 481 733 178 724 ...l 2,393 26,469 5,438 31,907 ..o Aug. 4
59,253 476 1,292 163 740 ...l 2,422 24,002 5,591 29,593
59,133 478 1,184 166 T 2,217 25,089 5,307 30,396
58,854 488 1,375 138 689 ... 2,275 25,669 5,125 30,794
58,920 471 1,194 142 682 ... 2,374 25,790 5,330 3,129
59,498 466 1,185 152 733 oo 2,427 24,965 5,501 30,476
59,332 465 1,386 139 767 .. 2,210 23,999 5,610 20,609
58,940 480 1,939 146 690 ... 2,251 25,247 5,279 30,526
58,832 475 2,021 | 166 ’ T2 | 2,317 1 25,191 5,580 30,777
|

I Includes Federal Agency issues held under repurchase agreements as
of Dec. 1, 1966 and Federal Agency issues bought outright as ol Sept. 29,

1971.

¢ Beginning with 1960 reflects a minor change in concept; sce l'eb.
1961 BULLETIN, p. 164
s Beginning Apr, 16, 1969, “Otker IF.R, assets” and “Other F.R.
liabilities and capital” are shown separately; formerly, they were

netted together and reported as “Other F.R. accounts,”

4 Includes industrial loans and acceptances, until Aug. 21, 1959, when
industrial loan program was discontinued, For holdings of acceptances

pages

pledged with F.R. Banks.

on Wed, and end-of-month dates, see tables on F.R. Banks on following
Sce also note 2,

S part allowed as reserves Dec, 1, 1959- Nov. 23, 1960; all allowed
thereafter. Beginning with Jan, 1963, figures are estimated except for
weekly averages, Beginning Sept. 12, 1968, amount is based on close-
of-business figures for reserve period 2 weeks previous Lo report date.

6 [ncludes securities loaned--fully secured by U.S. Govi. securities

7 Reflects securities sold, and scheduled to be bought back, under
matched sale/purchase transactions.



A6 BANK RESERVES AND RELATED ITEMS o OCTOBER 1971
RESERVES AND BORROWINGS OF MEMBER BANKS
(In millions of dollars)
‘ Reserve city banks
All member banks
New York City City of Chicago
) e —- e — - [ — — _ S
Period Reserves Bor- Reserves . Bor- Reserves | Bor- '
row- : . © row- : e - row-
) iml;s lrr:f ing[s l::.e | in%s Frr:f’
Total | Re- - . a serves | Total | Re- | . a serves | Total | Re- |, A serves
held |quireat Excess B}arl}ks held |quired! Excess | Bla-\.nf}c.s held |quired ! Excess ﬂlﬂ.l!}(’s
1939—Dec........ 11,473) 6,462( 5,011 3| 5,008 5,623] 3,012, 2,611|....... 2,611 1,141 601 540 540
1941—Dec........ 12,812] 9,422| 3,390 s| 3,385 5,142] 4,153 989|....... 989| 1,143 848 295).. 295
1945—Dec........ 16,027] 14,536 1,491 334| 1,157| 4,118] 4,070 48 192 —144 939 924 14 t4
1950—Dec....... .| 17,391] 16,364] 1,027 142 885| 4,742 4,616 125‘ 58 67 1,199 1,191 8 3
756 87 669 3,6871 3,658 29, 19 10 958 953 4 --4
536 327 2091 3,9511 3,895 56| 37 19| 1,056] 1,05l 5 —-21
411 243 168| 4,083 4,062 21 35 --14| 1,083] 1,086 -3 —31
452 454 —2| 4,301] 4,260 41 111 —70( 1,143] 1,128 15 -8
345 238 107| 5,052] 5,034 18! 40 =22 1,225] 1,217 8 -3
455 765. - 310 5,157| 35,057 100 230; --130| 1,199] 1,184 15 -70
257| 1,086 —829' 5,441] 5,385 50 259 —203| 1,285] 1,267 I8 -9
272 607 —335) 5,497 5,436 61 117 -56( 1,316f 1,310 6 —8
254 462° --208 5,583 5,542 41 12 29, £,307] 1,309 -2 —13
120 425 -305 5,441] 5,444 -3 60 --63( 1,282] 1,283 -1 ~12
272 321 —-49! 5,623] 5,589 34 25 9| 1,329] 1,322 7 3
1971—Jan........| 30,488} 30,209 279: 370 -91| 5,976] 5,917 59 40 19- 11,3871 1,392 -5 —6
Feb........ 29,8801 29,679 201 328 —127| 5,854] 5,810 44 29 15 1,403] 1,380 23 19
Mar........ 29,686| 29,487 199 319 - 1200 5,664] 5,703 -39 51 --90,  1,375] 1,384 -9 —25
Apro....... 29,885] 29,745 140 148 —8 ,6901 5,696 —06 15 =21 1,392] 1,385 7 4 3
May....... 30,419] 30,107 312 330 - 18| 5,837} 5,791 46 113 —67| 1,436] 1,421 15 13 2
June....... 30,023] 29,892 131 453 —322| 5,637| 5,674 --37 90| ~—127| 1,387] 1,405 - 18] 21 -39
July.... 30,547| 30,385 162 820! —658| 5,729 5,754 —25 86| ~-111| 1,407 1,408 - 28 —-29
Augo.on. 30,455] 30,257 198 804 —606| 5,693 5,640 53 164 -111 1,417 1,410 7 Nt
Sept.?,..... 30,840] 30,592 248 501 —253| 5,684] 5,675 9 38 —29| 1,415} 1,423 -8 4 --12
Week ending—
1970—Sept. 2....| 28,370] 28,192 178 660 --482| 5,303] 5,288 15 79: - 64 1,277 1,276 | S 1
9., 28,931 28,516 415 7631 - -348| 5,539] 5,450 89 187 —98" 1,311] 1,293 18 29 B ¥
28,565 356! 500 -144| 5,599] 5,478 121 89 32| 1,302) 1,326 24 ....... --24
28,441 —47 460. --507, 5,296] 5,380 —84! 78  —162" 1,315] 1,289 26 12 14
28,762 272 6611 —389 5,581} 5,476 105: 103 2 1,319] 1,340 -2 18 -39
1971 —Feb. 29,722 237 283 —46. 5,775] 5,742 33]... 33| 1,331 1,346 15 15
1 29,555 205 247 —42| 5,685] 5,755 =700, .., —70| 1,379] 1,367 | ] 12
29,905 297 561| —264| 6,118] 6,043 75 117 —42| 1,367] 1,388 —21 18 --39
29,599 317 250 67, 5,770] 5,732 38| ....... 38 1,417] 1,386 1 IR 31
Mar 29,372 170! 258 —88; 5,583} 5,568 5....... 15, 1,387 1,402 —15....... —15
29,322 82 421) —339( 5,595] 5,657 —62 120 —182. 1,355} 1,367 —12 44 —56
29,690 265 290 —25 5,853] 5,830 23 46 —23, 1,447} 1,419 28 ....... 28
29,414 68 333 -—265 5,664] 5,669 --5 59 —64. [,354] 1,365 —~11 14, —~25
29,564 376 257 119| 5,847| 5,714 133)....... 133 1,390} 1,379 11 14, -3
I
Apr, 29,393 277 197 80| 5,569 5,631 —62|....... ~62( 1,367] 1,351 16)....... 16
29,417. 208 150 58, 5,748{ 5,652 96 17 79; 1,346] 1,367 =200 1 —~21
29,857 81 84 -3 5,728 5,784 —56)....... —56/ 1,381 I,384| =3 -3
30,109 48 176| —128| 5,625] 5,082 —57 46| —103; 1,430] 1,418 12 18 -6
May 30,415 365 174, 191 5,907| 5,817 90 46 44| 1,440] 1,449 —-9| ....... -9
29,854 230 99 13t| 5,657] 5,716 —59 9 —981 1,424] 1,393 Mo 31
30,260 102: 306 -204| 5,986] 5,967 19 143 —124| 1,426] 1,455 -29 41 -70
30,072 174 267 ~93| 5,768 5’781. —13 100 —113| [,435] 1,416 19 18 1
June 2., 30,276] 29,991 285 646 —301: 5,693 5,638 55 171 —116| 1,387} 1,396 -9 --9
. 29,886] 29,813 73 153 -80, 5,648] 5,680 -32 46 —78| 1,414] 1,413 | B 1
30,225] 29,959 266 403 -137 5,742 5,729‘ 13 129] —~116{ 1,473} 1,467 6 ... 6
29,919| 29,709 210 619 —409 5,648} 5,607 41 103 —62| 1,338] 1,351 13 i —90
30,292] 30,060 232! 750 518 5,676] 5,699 --23 107| —130} 1,405} 1,394 11 | B LU
i
July 7....| 30,313] 30,036 277 661 —384 5,689] 5,663 26 34 —8| 1,388] 1,374 14
14., 30,254] 30,249 5 991| --986 5,747] 5,814 —67 252 --319( 1,390] 1,412 —22
21...., 30,932| 30,650 282 I,121] —839 5,911 5,856 55 65 —10| 1,464] 1,451 ’ —103
28. 30,623| 30,556 67 545 --478 5,671} 5,718; —~47 o =771 1,383] 1,384 -1 —8
i | ! '
Aug. 4.. 30,894] 30,460 434 764 —330 5,781] 5,677 104 43 61| 1,447] 1,434 | R T 13
11.. 30,330] 30,303 27 593: -566  5,625] 5,699 —T74' ... —T74; 1,419 1,431 -12| ....... ‘ —12
18.. 30,605] 30,381 224 1,179 —955 5,816] 5,748 68: 342 ~274; 1,416] 1,412 4 31 —-27
25. 30,111} 30,020 91 771 --680 5,456] 5,522 —66 267 —333| 1,387] 1,383 4....... 4
| .
Sept. 1., 30,5191 30,195 324 706) —382 5,679 5,561, 118 116 2| 1,398 1,39")’ —1 l| -2
8....| 30,855} 30,650 205 765 -560 5,719 5,75‘)| —40(....... —40[ 1,428] 1,423 5 4 I
15....] 30,8511 30,604 247 457, —210 5,762| 5,690 2 ..., 72 1,441] 1,448 -7 3 —10
22¢,,.: 30,636] 30,409 227 328/ —101 5,484] 5,578 —94 86! —I180[ 1,393 1,412 -19 9 —28
29»,..| 31,082] 30,729 353 426 —73I 5,816] 5,689 127 36i 9t 1,411 I,412| 1. —1

For notes see opposite page.



OCTOBER 1971 n BANK RESERVES AND RELATED ITEMS

A7

RESERVES AND BORROWINGS OF MEMBER BANKS—Continued

(In millions of dollars)

Other reserve city banks

Country banks

|
|
Reserves Reserves .
Borrow- Borrow- \ Period
JE ings at Free ings at Free
| kR, reserves IL.R. Teserves |
R : Banks . Bunks
L‘;;;‘ll Required | Fxcess | }:ml Required!  Lxcess i
3,140 1,953 1,188 1.......... T 1,188 1,568 897 671 3 668 1939-—Dec.
4,317 3,014 1,303 | ‘ 1,302 2,210 1,406 | 804 4 800 .. 1941 —Dec.
6,394 5,976 418 96 322 4,576 3,566 | 1,01l 46 965 1945—Dec.
6,689 6,458 232 50 182 4,761 4,099 663 29 634 ..1950—Dec.
\
7,950 7,851 100 20 80 6,689 6,066 623 40 583 1960—Dec.
8,393 8,325 68 190 --122 7,347 6,939 408 74 334 |l .. 1963—Dec.
8,735 8,713 22 125 —103 7,707 7,337 370 55 IS | 1964—Dec.
9,056 8,989 67 228 --16l 8,219 7,889 330 92 238 [ 1965—Dec.
10,081 10,031 50 105 —55 8,901 8,634 267 80 187 |ovvvviirerarnns 1967—Dec
10,990 10,900 90 270 —180 9,875 9,625 250 180 L 1968---Dec.
10,970 10,964 [ 479 - 473 10,335 10,158 177 321 44 Ll . 1969—Dec.
11,407 11,375 32 369 -337 10,605 10,432 173 107 66 |.....iiean 1970—Sept.
11,319 1,270 49 338 -289 10,492 10,326 166 101 3 I Oct.
11,216 11,274 —58 301 359 10,619 10,437 182 53 120 oo Nov.
11,548 11,506 42 264 222 10,765 10,576 ! 189 23 I Dec
|
11,974 11,962 12 294 282 11,151 10,938 | 213 a5 178 1971—Jan,
11,647 11,712 65 268 333 10,976 10,777 199 27 172 Feb.
11,732 11,651 81 236 -155 10,915 10,749 166 16 150 Mar
11,754 11,789 - 38 119 154 11,049 10,875 174 1o 164 JApr,
11,923 11,832 ol 136 --45 11,223 11,063 | 160 68 92 May
11,743 11,735 8 181 -173 1,256 t,078 178 [61 17 June
11,939 11,929 10 441 - 431 11,472 11,294 . 178 265 87 JJuly
11,871 1 11,883 12 425 - 437 11,474 11,324 150 208 -58 ! Auyg.
12,100 12,074 26 | R1F] 292 11,641 11,420 221 141 g0 | ..Sept.”
I Week ending-—
1,232 11,242 —10 402 1 --412 10,558 10, 386 172 179 v -7 | 1970--Sept. 2
11,509 © 11,424 85 430 --345 10,572 10,349 223 117 9
11,445 11,376 69 317 -248 10,575 10,385 190 94
11,241 11,328 --87 320 -407 10,542 10,444 98 50
11,406 11,393 13 | 386 373 10,728 10,553 175 154
11,766 11,759 7 253 | —246 11,087 10,875 212§ 30
11,728 1,702 26 229 ¢ =203 10,968 10,731 237 18
11,733 11,753 - 20 380 400 10,984 10,721 | 263 46
11,744 11,673 71 28 | —157 10,985 10,808 177 22
11,633 11,655 --22 242 -264 10,939 10,747 192 16
11,537 11,572 —35 244 -279 10,917 10,726 191 13
11,774 11,724 50 231 - 181 10,881 10,717 164 13
11,567 11,613 46 245 -291 10,897 10,767 130 15
11,752 11,694 58 221 | 163 10,951 10,777 174 22
11,758 11,634 124 184 | - 60 10,976 10,777 199 13
11,622 1,702 —80 127 —207 10,909 10,696 213 6
11,807 11,826 --19 80 -99 11,022 10,863 159 4
11,910 11,955 45 98 -143 11,192 11,054 138 14
12,044 11,939 105 101 4 11,389 11,210 179 27
1,826 11,752 74 42 32 1,177 10,993 184 18
11,805 1,871 - 66 71 137 11,145 10,967 178 51
11,820 | 11,780 40 93 --53 11,223 11,095 128 56
11,891 11,857 34 17 —283 11,305 11,100 205 158
11,693 11,753 —60 52 112 11,131 10,967 164 55
11,812 11,749 63 113 --50 11,198 11,014 184 161
11,703 11,640 63 286 =223 11,230 10, 1rt 119 153
11,827 11,759 68 324 —-256 11,384 1,208 176 308
1
11,847 11,801 46 372 ! -326 11,389 11,198 191 255
11,786 11,876 —9%0 498 - 588 11,331 11,147 184 241
12,089 12,028 ol 607 —546 11,468 11,315 153 333
11,946 11,993 —47 296 -3 11,623 11,401 162 ) 212
I
12,094 11,973 121 429 308 11,572 11,376 196 ! 292
11,856 11,898 —42 375 -417 11,430 11,275 155 1 218
11,883 11,901 —18 545 -563 11,490 11,320 170 2601
11,798 11,788 10 372 362 11,470 11,327 143 132
11,935 11,896 39 404 -365 11,507 11,339 (68 185
12,182 12,138 44 S8R --544 11,526 11,330 196 173
12,140 12,098 42 324 -282 11,508 11,308 140 130
11,974 12,010 BT 146 —182 I[,785 11,409 370 87
12,164 12,075 89 231 142 11,692 11,553 139 159

{ Beginning Sept, 12, 1968, amount is based on close-of-business fig-

ures {or reserve period 2 weeks previous to report date.

NoTr.—Averages of daily figures.

—A Monthly data are averages of daily
figures within the calendar month; they are nol averages of the 4 or 5
weeks ending on Wed, that fall within the month,

1964, reserves are estimated except for weekly averages.

Total reserves held: Based on figures at close of business through Nov,
1959 ; thercafter on closing figures for balances with l-'.R..Bunks and open-
ing figures for allowable cash; see also note 3 to preceding table.

Beginning with Jan.

Required reserves : Based on deposits as of opening of business each day.
Borrowings ut F.R. Banks: Based on closing figures.



A8

MAJOR RESERVE CITY BANKS o OCTOBER 1971

BASIC RESERVE POSITION, AND FEDERAL FUNDS AND RELATED TRANSACTIONS

(In millions of dollars, except as noted)

Basic reserve position

| .
Related transactions with

Interbank Federal funds transactions U.S. Govt, securities dealers

I, : — I -
. | Less— Net— Gross transactions Net transactions .
Reporting banks
we kan i E Net Total I Bor-
veek ending— ixcess [ ’ .oans row-
re- | Bore | nter- g Perncrent tv;lg:;i_ty cl}::sr;s ! gt"‘:f:t 1o ings lcr:ients
serves T e R Fte):;::'(al or . avg. c::sr:-:s Sales |actions2| ofnet | selling jdealers? dgz?::s4
Banks | funds deficit |required buying | banks
! trans reserves : banks
Total—46 banks
1971—August 183 165 5,190 (—5,172 39.7 | 9,613 | 4,423 | 3,681 5,932 742 1,201 396 805
27 47 | 6,302 |—6,322 48.6 | 10,608 : 4,306 | 3,264 | 7,344 1,042 1,046 436 610
71 560 | 6,195 |—6,684 51,3 | 10,790 | 4,595 | 3,780 | 7,010 816 1,305 447 858
—4 326 | 5,646 |—5,975 47.1 | 10,347 | 4,701 3,718 6,629 983 | 1,677 388 1,289
Sept, 146 151 ; 6,110 |—6,114 47.8 | 10,329 | 4,219 | 3,584 . 6,745 635 1,593 355 1,238
74 286 ' 7,711 |—7,923 60.2 | 11,763 | 4,052 | 3,456 : 8,307 596 1,867 349 1,518
126 97 . 8,258 [--8,230 62.9 | 12,323 | 4,065 3,666 1 8,657 398 2,174 339 1,835
-20 134 | 8,066 |—8,220 63.8 112,397 | 4,331 4,003 : 8,394 328 , 1,876 292 1,587
135 37| 6,113 |--6,016 46,2 | 10,537 | 4,424 | 3,635 | 6,902 789 1,504 291 1,213
8 in New York Clty
1971—August 4..... 83 43 | 2,002 |—1,962 38.1 3,011 1,008 990 971 75 896
11..... 4 ..., 2,872 |—2,868 55.3 3,537 665 665 846 123 723
18..... 61 338 | 2,879 |—3,156 60.3 3,635 757 718 1,112 176 935
25, ~1 229 | 2,198 (-2,428  48.4 | 3,135 937 776 1,298 211 1,087
Sept. 1..... 107 99 | 2,529 —2,521 ; 49.9 3,213 ° 683 683 1,108 176 932
8..... 25 | 3,897 "—3,871 74.0 | 4,415 518 518 1,198 194 1,004
15..... 78 ... 3,768 —3,691 71.4 | 4,390 622 621 1,272 192 1,080
2..... —26 86 3,436 —3,549 70.2 | 4,219 782 783 1,078 141 937
29,.... 97 ..ot .656 —2,559 49.5 3,312 657 657 961 94 1 867
38 outside !
New York City | !
! . ! !
1971—August 4..... 100 - 122 | 3,188 —3,210 40.8 6,603 3,415 - 2,691 3,912 724 230 321 -9l
11,.... 23 | 47 3,430 —3,454 44,1 7,071 3,641 2,6C0 | 4,471 1,042 200 314 —114
18, 10 222 | 3,316 —3,528 45.3 7,154 3,838 : 3,062 | 4,092 194 271 -1
25..... -3 97 | 3,448 —3,548 46.2 | 7,212 3,764 ; 2,942 | 4,270 822 379 177 203
Sept. oo 40 52| 3,581 -3,593 46.4 | 7,116 . 3,536 | 2,900 | 4,216 635 - 485 ! 179 306
8..... 49 286 | 3,815 —4,052 5i.1 7,349 3,534 | 2,938 | 4,410 596 669 ! 155 514
15..... 48 97 | 4,490 —4,540 57.3 7,933 3,443 3,045 | 4,889 398 901 147 755
22,.... 7 49 | 4,629 —4,672 59.8 8,178 3,549 | 3,220 | 4,958 328 801 151 651
29..... 38 37 458 —3,457 44,0 | 7,225 3,768 | 2,979 | 4,247 789 . 542 197 346
: ;
5 in Clty of Chicago
1971—Avugust 4..... B B D 1,422 —1,423 108.9 1,968 | 545 514 1,453 1 31 87 [...oen 87
... =2 | 1,503 --1,505 [15.3 1,972 469 462 1,510 7 43 [ 43
18., 2 31 1,449 ! —1,478 114.9 1,886 437 435 1,451 2 35 1o 35
25..... L2 1,443 (—1,438 114,1 2,007 564 549 1,457 15 95 iiihen 95
Sept. T..... 6 ....... 1,280 |—1,274 99.9 1,861 581 559 1,302 22 93 [........ 93
B..... 9 | ©1,291 | —1,282 99.0 1,905 615 594 1,311 20 2 ... 52
15..... =20 1,343 | —1,345 101.9 1,892 549 549 1,343 [........ 128 ... .. 128
22..... -7 9 1,206 '—1,221 95.0 1,833 627 613 1,220 14 8 ........ 86
29..... —4 | 806 -810 63.0 1,471 665 665 BO6 |........ 93 .o 93
33 others . !
1971—August 4..... 101 122 1,766 |—1,787 27.2 | 4,635 | 2,869 | 2,176 | 2,459 693 144 32t —178
11..... 25 47 1,927 |—1,949 29.9 | 5,099 | 3,173 2,138 2,962 1,035 157 314 —156
18..... 8 191 1,868 | —2,050 31.5 5,269 3,401 2,627 | 2,642 775 159 271 —112
25.. -8 97 | 2,005 (—2,110 32.9 5,205 3,201 2,393 | 2,812 807 285 177 108
Sept. ) PR 34 52| 2,301 --2,319 35.8 5,256 | 2,955 2,341 2,914 613 392 179 213
8..... 40 286 | 2,524 :—-2,770 ; 41.7 5,443 | 2,919 [ 2,344 . 3,100 576 617 155 462
15..... 50 97 ' 3,147 [-3,194 ' 48.4 . 6,041 2,894 | 2,496 | 3,545 398 774 147 | 627
22,.... 13 39 . 3,424 (--3,450 52.8 | 6,345 2,922 | 2,608 3,738 314 . 715 151 565
29..... 42 37 2 651 1 —2,646 40.2 5,754 3,103 | 2,3[4 | 3,441 789 | I 449 197 . 253
1 Based upon reserve balances, including all adjustments applicable to  banks, repurchase agreements (purchases of securities from dealers

the reporting period. Prior to Sept. 25, 1968, carryover reserve deficiencies,
if any, were deducted. Excess reserves for later periods are net of all carry-
Over reserves.

2 Derived from averages for individual banks for entire week. Figure
for each bank indicates extent to which the bank’s weekly average pur-
chases and sales are offsetting.

3 Federal funds loaned, net funds supplied to each dealer by clearing

subject to resale), or other lending arrangements.

4 Federal funds borrowed, net funds acquired from each dealer by
clearing banks, reverse repurchase agreements (sales of securities to
dcalers subject to repurchase), resale agreements, and borrowings secured
by Govt. or other jssues.

NoTE.-—~Weekly averages of daily figures. }-or descnptlon of series
and back data, see Aug. 1964 BULLETIN, pp. 944~



OCTOBER 1971 o« F.R. BANK INTEREST RATES

A9

CURRENT RATES

{Per cent per annum)

Advances to and discounts for member banks
e - e -1 Advances to all others under
Advances and discounts under Advances under last par. Sec. 133
Federal Reserve Bank Secs. 13 and 13a ! Sec. 1()(b)z
Sl:atte 5’6‘ Effective Previous geatle ;’6‘ Effective Previous slee gg Effective Previous
571 " date rate Tt date rate Foar date rate
BOStOM.1eetvtievnareoinanrenes 5 July 19, 1971 4% 515 July 19, 1971 (3 7 July 19, 19 6;/
New YOrK.cvv e vcviiiiannennnn. 5 July 16 1971 434 514 July 16, 1971 514 7 July I6 19 l 62
Philadelphia 5 July 16, 1971 434 514 July 16, 1971 54 7 July l6 1971 634
Cleveland . 5 July 23, 1971 ! 4% 51(9, July 23, 1971 514 7 July 23, 1971 63
Richmond 5 July 23, 1971 434 515 July 23, 1971 Sl;; 7 July 23, 1971 634
Atlanta. . 5 July 19,1971 = 4% 514 July 19, 1971 51 7 July 19, 1971 634
Chicag0..c.ccvvvvververinnann.a, 5 July 23, 1971 434 514 July 23, 1971 514 7 July 23, 1971 6%
St. Louns PPN 5 July 16, 1971 a3, | sih July 16, 1971 514 7 July 16, 1971 634
Mlnncapolls PN 5 July 19,1971 434 to5l4 July 19, 1971 514 7 July 19, 1971 64
Kansas City.ooovevivivinnnnen,, 5 July 23,1971 © 4% | 514 July 23, 1971 Sl | 7 July 23, 1971 634
DallaS. e o v tvvvreenirnoinnnaas 5 July 23,1971 |+ 434 ! 514 July 23, 1971 51y H 7 July 23, 1971 634
San Francisco.«n..oueoreeorniis 5 i July 16, 1971 4% 514 July 16, 1971 5% |' 7 July 16, 1971 634
i !

1 Discounts of eligible paper and advances secured by such paper or by
U.S. Govt, obligations or any other obligations eligible for F.R. Bank
purchase. Maximum maturity: 90 days except that discounts of certain
bankers’ acceptances and of agricultural paper may have maturities not

2 Advances secured to the satisfaction of the F.R, Bank, Maximum
maturity: 4 months,
3 Advances to individuals, partnerships, or corporations other than

member banks secured by direct obligations of, or obligations fully

over 6 months and 9 months, respectively, guaranteced as to principal and interest by, the US, Govt. or any
agency thereof. Maximum maturity: 90 days.
SUMMARY OF EARLIER CHANGES
{Per cent per annum)
Range F.R. Range F.R, Range F.R.
Effective (or level)-—| Bank Effective {or level)—| Bank Effective (or level)—| Bank
date All F.R. of date All F.R. of date All F.R, of
Banks N.Y. Banks NY. Banks N.Y.
In effect Dec. 31, 1945.....] t 14 1 {1957—Aug. 9........... j -3 k] 1965---Dec. 4 -4l 41
: 23000 173 k13 414 412
1946—Apr. 25........... 1 11 | Nov. I5........... 3 -3 3
May 10........... 1 1 Dee. 2........... 3 3 1967—Apr. 4 4—4% :
1948-—Jan. 144 11958—Jan. 22........... 2%-3 3 Nov, 4 -4l4 415
A };;4 24, ... 23/4 -3 2% 4 4%
ug. 3 Mar. 7........... 214-3 214 __ Ma 7. 4
1 '|3 ........... 2%7/2% 217 1968—Mar, 4/§ 5 5/6
200000 /A 214 51 51
1950—Aug. 1% Apr. 18 152 | 1% Apr. SpAloip
1Y May 9......o.... % 13 Aug. ;1/4 S1 512
Aug. I5........... 134-2 134 3 514 sij
1953—Jan. 2 Sept. [2........... 134-2 2 Dec. % 5‘/1 Sip
2 o 23000 5 2 iy 2 5i5
.24, - 2
1954—Feb, 1% New, gl 21/2/‘ 315 [1969.~Apr. 5‘/1—6 6
1% 6 6
Apr. 14 11959--Mar. ~ 3 |1970—Nov. 5%-6 6
1% -3 534-6 5%
May 20...000ut, 1 1% May 31 534 534
June | 3i4
—Apr. 11413 1 " S 334-3 53
1955—Apr 125 o S, | | i Dec. b et A
May | &7 13 oo, 5 514
Aug. B2 | 1% 6o 3 3154 4 |to71—an. 8. 51451 51
Va2l | 2 e Sl | 3y oS | s
Sept 2 %/ 2 14,0000 31 3th 19,00 57351 | si4
Sept. 2| 2 Aug. 12,0000 3 | 3 220,000 5 -si4] s
] Sept. 9.t 3 20, i 5
Nov. 2%—2’/; 2l b, 13 434-5 s
1 I eb, 13.....ni... -
2 2% ligsa—suly EJ (VA B 173 Feb A ) ey
1956—Apr. 214-3 2% 3 k273 Taly 16, nn... 4%s 5
24 243 34 3. 5 5
Aug, 234-3 3 [964—Nov. 24........... 344 4 | ATt
3 3 300000000t 4 4 In effect Sept. 30, 1971.... 5 5
|
+ Preferential rate of ¥4 of 1 per cent for advances secured by U.S, g 4, 1. 85 Sept. 1-2, 2.10; cht 8, 2.15; Nov. 10, 2.375; 1956—Aug.
Govt. obligations maturing in ! year or less. The rate of 1 per cent was 4 29 2.7 1957~Aug 22, 3.5 1960—0ct. 31-Nov. 17, Dec. 28-29,
continued for discounts of eligible paper and advances secured by such 2.75; 1961 —Jun 9, Feb. 6~ 7 2.75; Apr. 3-4, 2.50; June 29 2.75; July

paper or by U.S, Govt. obligations with maturities beyond 1 year,

NoTe.—Rates under Secs. 13 and [3a (as described in table and notes
above), For data before 1946, see Banking and ,‘Wum’mry Statistics, 1943,
pp. 439-42 and Supplement to Section 12, p.

The rate charged by the F.R. Bank of N.Y. on repurchase contracts
against U.S. Govt, obligations was the same as jts discount rate except
in the following periods (rates in percentages): 1955—May 4-6, 1.65;

20 3l Aug. 1-3, 2.50; Sept. "28-29, 2.75; Oct. 5, 250 Oct. 23 Nov. 3,

. 1962—Mar. 20—21 2.75; 1964—Dec. 10, BRS Dec. 15, 17 22, 24,
28 30 31, 3.875; 1965—Jan, 4—8 3.875; 1968—Apr 4 5,11, 15 16 5.125;
Apr 30, 5.75; Mayl -3,6,9, 132 16, 575; June 7, 11— 13 l9 21 24 5.75;
July 5, ‘6 5625 Aug. 16 19 525 1971—Jan! 21, 27 475 Feb. l—2
4.50; 4 ll 4.25; 16-17, 400 is- 19, '3,75. Mar. l—-2 lO 12, 15— 18, 24,
29—31.3.75. Apr 1-2 5-6375 13 15 21, 28, 4.125. May3—6 17, 4125
18-20, 4.375, 26—27,‘{ 50; June'1, 4.50,
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RESERVE AND MARGIN REQUIREMENTS = OCTOBER 1971

RESERVE REQUIREMENTS OF MEMBER BANKS

(Per cent of deposits)

Dec. 31, 1949, through July 13, 1966 Beginning July 14, 1966
Net demand Net demand Time deposits 4.3
deposits 2 deposits 2.4 (all classes of banks)
Time
depos-
its Reserve Country . Other
Effective date 1 . (all Effective date 1 city banks banks Sav- time deposits
Central | Re- | 50 | classes ings
reserve | serve try o depos-
bc't),; bc"ﬂ banks | banks) Under | Over | Under | Over its Under [ Over
anks | banks $5 mil- | $5 mil- | $5 mil- | $5 mil- $5 mil- | $5 mil-
lion lion lion lion lion lion
In effect Dec, 31, 1949, ... 22 18 12 5 l966—-§uly 61614 612 64 64 2
ept. 8, 15.....[...... e O DI
1951—Jan, 11,16......... 23 19
Jan, 25, Feb. 1.... 24 20 1967—Mar. 2........ ereees e EPTEEEREEEE k1% 34 fuuue
1953—July 9, l.......... 22 19 Mar. 16........ Ceeareereeeaans SRR REE Cevs
1954—June 24, 16......... 21
July 29, Aug. 1.... 20 18 1968—Jan. 11, 18..... 164 17 12 121 |oovvnifeannd]e
1958—Feb, 27, Mar. 1.... 1914 1714
Mar, 20, Apr. I.,.. 19 17 1969—Apr. 17........ 17 1714 1214 13 fooooiiifereadde
Apr. 17,0000, 1814
Apr. 24,........... 18 1615 1970—Oct. 1..vo oo d]. PR PPN FET R I P I e 5
1960—Sept. 1.,.......... 17% [..nv0ve
Nov.24............0....... .. eees In effect Sept. 30, 1971, 17 17% 1215 13 3 3 5
Dec. 1........ 164 [..v00nn]ss . 1
1962—July 28............ ()] N Present legal
Oct, 25, Nov, l..oofievenens e requirement:
Minimum.......... 10 7 3 3 3
Maximum.......... 22 14 10 10 10

1 When two dates are shown, the first applies to the change at central
reserve or reserve city banks and the second to the change at country
banks. For changes prior to 1950 sce Board's Annual Reports.

2 Demand deposits subject to reserve requirements are gross demand
deposits minus cash items in process of collection and demand balances
due from domestic banks.

3 Authority of the Board of Governors to classify or reclassify cities
as central reserve citics was terminated effective July 28, 1962,

4 Since Oct. 16, 1969, member banks have been required under Regula-
tion M to maintain reserves against balances above a specified base due
from domestic offices to their foreign branches. Effective Jan. 7, 1971, the
applicable reserve percentage was increased from the original 10 per cent
to 20 per cent. Regulation I imposes a similar reserve requirement on bor-

rowings above a specified base from foreign banks by domestic offices

of a member bank. For details concerning these requirements, sce Regula-

tions D and M and appropriate supplements and amendments thereto.
5 Effective Jan. 5, 1967, time deposits such as Christmas and vacation

club accounts became subject to same requirements as savings deposits.
6 Sec preceding columns for earliest effective date of this rate.

Note.—All required reserves were held on deposit with F.R. Banks
June 21, 1917, until Dec, 1959, From Dec. 1959 to Nov. 1960, member
banks were allowed to count part of their currency and coin as reserves;
effective Nov, 24, 1960, they were allowed to count all as reserves. For
further details, sec Board’s Annual Reports.

MARGIN REQUIREMENTS

(Per cent of market value)

Period |

For credit extended under Regulations T (brokers and dealers),
U (banks), and G (others than brokers, dealers, or banks)
‘ ‘ On margin stocks ‘ On convertible bonds |

Beginning Ending e - — R . On short sales

date : date ! (T
: T v | @ T U G
|
e ‘ —— e e
1937—Nov. | | 1945—Feb. 4.......... 40 50
1945—Feb. 5 . July 4.......... 50 50
July 5 , 1946 —Jan. 20.......... 75 5
1946—Jan. 21 1947—Jan. 3l.......... 100 100
1947—Feb. 1 \ 1949—Mar. 29.,........ 75 75
1949—Mar. 30 1951-—Jan, 16.......... 50 50
1951—Jan. 17 1953- -Feb. 19.......... 75 | 75
1953—Feb. 20 1955—Jan.  3.......... 50 50
1955-—Jan. 4 Apr. 220,000 50 | 60
Apr. 23 1958—Jan. 15.......... 70 70
1958—Jan. 16 Aug., 4.......... 50 50
Aug. 5 Oct. 15.......... 70 70
Oct. 16 1960—Juty 27.......... 90 1 90
1960—-July 28 | 1962—July 9.......... 70 i 70
1962—July 10 1963—Nov. S.......... 50 50
1963 —Nov. 6 1968—Mar. 10.......... 70 70
|
~

1968—Mar. 11 June 70 50 70
June 8 | 1970—May 5 . 80 : 60 80
Effective May 6, 1970................ 65 | 50 65

Notr.—Regulations G, T, and U, prescribed in accordance with the Securities Exchange Act of 1934, limit the amount of credit
to purchase and carry margin stocks that may be extended on securities as collateral by prescribing a maximum loan value, which is
a specified percentage of the market value of the collateral at the time the credit is extended; margin requirements are the difference
between the market value (100 per cent) and the maximum loan value. The term margin stocks is defined in the corresponding regulation,

Regulation G and special margin requirements for bonds convertible into stocks were adopted by the Board of Governors effective

Mar. 11, 1968,



OCTOBER 1971 = MAXIMUM INTEREST RATES; BANK DEPOSITS

All

MAXIMUM INTEREST RATES PAYABLE ON TIME AND SAVINGS DEPOSITS

(Per cent per annum)

Rates Jan, 1, 1962—July 19, 1966

Lifective date

Type of deposit ) Type of deposit
Jan. 1, July 17, | Nov, 24, | Dec. 6,
1962 1963 1964 1965
Savings deposits: ! Savings deposits. .
12 months or more, ....... 4 4 } 4 4 Other time deposits:
Less than 12 months....... k1% k1% Multiple maturity:3
30-89 days...........
90 days—I year Al
I year to 2 years.
2 years and over. . ...
Single-maturity ¢
Less than $100,000:
Other time deposits: 2 J0daystol year.,....
2 months ormore........ 4 1 year 1o 2 years.
6 months to 12 months,. 3l 4 414 514 2yearsand over. .. ...
90 days to 6 months.. .. 214 2 $100,000 and over:
Less than 90 days......... 1 1 4 30-59 days.....ooun
(30-89 days) 60-89 days.....
90-179 days. ...
180 days to 1 year
1 year or more. ,
|

July 20, | Sept. 26,

1966

L%

Rates beginning July 20, 1966

LiYective date

Apr. 19, | Jan, 21,

1966 1968 1970
4 4 4y,
4 4 41
S

5 5 5t
S
5

N 5 5
5%

[ 5% (1)

5% (4

S 6 ( 634
! . 7

l Joe | Ty

1 Closing date for the Postal Savings System was Mar. 28, 1966, Max-
imum rates on postal savings accounts coincided with those on savings

deposits.

2 IFor exceptions with respect to certain foreign time deposits, sce
BusLerins for Oct, 1962, p. 12795 Aug. 1965, p, 1084; and Feb. 1968,

p. 167

3 Multiple-maturity time deposits include deposits that are automati-
cally renewable at maturity without action by the depositor and deposits
that are payable after written notice of withdrawal,

4 The rates in effect beginning Jun. 21 through June 23, 1970, were 614
per cent on maturities of 30-59 days and 64 per cent on maturities of

60-89 dauys. Effective June 24, 1970, maximum interest rates on these
maturitics were suspended until further notice.

Norr,—Maximum rates that may be paid by member banks are estab-
lished by the Board of Governors under provisions of Regulation Q;
however, a member bank may not pay a rate in excess of the maximum
rate payable by State banks or trust companies on like deposits under
the laws of the State in which the member bank is located, Beginning
Feb. 1, 1936, maximum rates that may be paid by nonmember insured
commercial banks, as established by the FDIC, have been the same as
those in effect for member banks.

DEPOSITS, CASH, AND RESERVES OF MEMBER BANKS

(In millions of dollars)

Reserve city banks
All |——— ]
. N Country
Item nll:mllgur New Cit / banks
4nkS 1 York of Other
City | Chicago .
Four weeks ending July 14, 1971
|
Gross demund— -Total. . .1194,073 | 44,399 8,080 68,063 [ 73,532
interbank............ 26,953 | 12,960 1,459 9,539 2,995
U.S. Govt. 5,700 971 233 2,261 . 2,237
Other. . ... 161,420 | 30,468 | 6,389 | 56,264 | 68,300
Net demand 1, 144,723 1 26,537 6,199 | 51,042 | 60,944
Time. ..o 198,028 | 24,439 7,152 | 71,797 | 94,641
Demand  balances due
from dom. banks..... 11,21t 1,165 212 2,734, 7,100
Currency and coin. . 5,308 433 124 1,662 3,089
Balances with LR,
Banks............... ,887 5,257 1,256 | 10,129 8,245
Total reserves held. . ... 300095 | 5,690 1 1,380 | 11,791 . 11,334
Required 30,014 | 5,696 1.383 | 11,769 @ 11,166
EXCeSS. oo 181 —6 3! 22 - 168
1

Reserve city banks

Ite ]_A‘IL, T ~ |Country

em "bL,I"kajr New City banks

ks 1 York of Other
City | Chicago
Four weeks ending Aug. 11, 1971

Gross demand  Total.... (191,258 | 43,619 7,889 : 66,821 72,930
Interbank. .. .. .| 26,492 | 12,978 1,357 | 9,261 2,895
U.S. Govt... o 5,014 858 251 1,840 . 2,064
Other...... . 159,753 | 29,782 6,281 | 55,719 © 67,971

Net demand | . 143,776 | 25,837 6,203 | 50.750 ; 60,987
Timeoo oo i i 199,711 | 24,828 7,316 | 72,115 | 95,451
Demand  balances  due !

_from dom, banks......" 10,637 1,000 122 2,633 6.791
Currency and coin,......| 5,143 436 18 1,658 3,131
Balances with IR, .

Banks. 352 5,311 1,310 ' 10,338 | 8,393
Total reserves held. ... .. 30,695 5,747 1,428 11,996 ! 11,524
Required. ..o ..o .. 30,492 5,738 1,425 11.973 11.357
EXCess. oot 203 9 3 23 167

1 Demand deposits subject to reserve requirements are gross demand
deposits minus cash items in process of collection and demand balances

due from domestic banks.

NoTE.—-Averages of daily figures, ctose of business.



A 12 FEDERAL RESERVE BANKS = OCTOBER 1971
CONSOLIDATED STATEMENT OF CONDITION OF ALL FEDERAL RESERVE BANKS
(In millions of dollars)
Wednesday End of month
Item 1971 1971 1970
Sept. 29 Sept. 22 ‘ Sept. 15 | Secpt. 8 Sept. 1 Sept. 30 Aug. 31 [ Sept. 30
Assets
Gold certificate acCOUNt. ..o vveii i s | 9,875 9,875 9,875 9,875 9,875 9,875 9,875 10,819
Special Drawing Rights certificate account......... 400 ! 400 400 400 40 401 400 400
0T | 305 ! 299 285 278 282 310 280 221
Discounts and advances: !
Member bank borrowings. ... .ov it ‘ 382 941 349 338 989 198 858 852
116 18 1T o S I Y T Tl e o O T
Acceptances:
Bought outright............ .o 50 48 50 52 52 51 52 36
Held under repurchase agreements. ..o.oo.ovouun "3 O U DA 83 86 |.......... 55 51
Federal agency obligations: !
Boughtoutright. ............ v 153 S S I I Y P (1 U I
Held under repurchase agreements. .............. 38 | 188 17 (... ... 69 80
U.S. Govt. securities: .
Bought outright:
Bills. oot e ‘ 29,343 28,783 27,922 28,937 28,937 29,584 28,937 24,110
Certificates—Other, ... o e e [ [ e e
OLES. . oottt e 34,719 34,583 34,583 34,583 34,513 34,719 34,513 32,758
BONAS .+ vt e et e e 3,263 ,221 1221 b221 ,185 1263 3,185 2,732
Total bought outright. ... ... .voveirireierns] V67,325 | 166,587 |1°265,726 | 166,741 | 166,635 | 167,566 : 66,635 | 159,600
Held under repurchase agreements.....oooooo. 237 [ 554 585 |.......... 23 378
Total U.S. Govt. securities. ... ..ot | 67,562 66,587 65,726 67,295 | 67,220 67,566 66,868 59,975
Total loans and sccurities. .. ..o v, ' 68,134 67,576 66,125 67,956 68,464 67,876 67,902 60,994
Cash items in process of collection. . ...t 10,420 11,543 12,389 10,023 10,157 9,875 9,232 9,233
Bank Premuises. oo e 148 148 148 147 145 148 142 122
Other assets: i
Penominated in foreign currencies, ... 23 ! 23 23 ! 23 23 23 23! 680
IMYF gold deposited 3. 144 144 144 144 144 144 144 187
Allother, ..o 680 ‘ 646 633 543 516 686 477 | 689
Total assets. v oo vrvviin i e 90 129 ! 90,654 90,022 89,389 90, 006 89,337 88,475 i 83,345
Linbilities — o
1I:‘).R. LT L R R 51,808 | 51,923 52,297 52,472 51,926 51,758 51,887 48,087
cposits: | :
Member bank reserves. oo vunvev i, 25,191 | 25,247 23,999 24,965 25,790 ; 25,422 25,467 23,938
U.S. Treasurer—General account, 2 021 1,939 1,386 1,185 1, 94 2,102 987 1,238
g)oacu,n -------------------------------------- 166 : 146 139 152 i 166 122 136
t
IMF gold deposit 3. 144 144 144 144 144 144 144 144
AlLOther oo v i i e 568 : 546 623 589 538 633 525 581
Total deposits........oooiiiiiiiie 28,090 28,022 26,291 27,035 27,808 ‘ 28,467 27,245 26,037
Deferred availability cash items. ...t 7,914 8,458 9,224 7,455 7, 898 6,738 6,982 6 920
Other liabilities and accrued dividends,............. 582 580 605 607 | 627 617 626
Total liabilities. ......coovin v 88,394 88,983 88,417 87,569 88,251 " 87 590 86,731 81,670
Capital accounts i
Capital paid in. 734 734 734 734 733 ° 734 731 691
Surplus.., ... 702 702 702 702 702 702 702 669
Other capital accounts. ......... 299 235 169 384 320 it 311 315
Total liabilities and capital accounts. .............. )0 129 90 654 90,022 89,389 90,006 89 337 88,475 83,345
Contingent liability on acceptances purchased for i T -
foreign correspondents. .o v i 260 261 267 269 245 259 245 235
Marketable U.S. Govt. securities held in custody for
foreign and international accounts., . .. © 21,323 21,427 21,308 21,033 20,346 21,406 20,351 9,300
|
Federal Reserve Notes=—=Federal Reserve Agents® Accounts
F.R. notes outstanding (issued to Bank)............ 55,212 55,245 55,332 55,241 55,139 55,154 55,161 51,471
Collateral held ugainst notes outstanding
Gold certificate account. 3,145 3,145 3,145 3,145 3,190 3,145 3,190 3,300
U.S. Govt. securities. . . 53,480 53,480 53,440 53,440 53,440 53,480 53,440 49,700
Total collateral. ... .o 56,625 56,625 56,585 56,585 56,630 56,625 56,630 53,000
1 See note 6 o 3 See note 1 {b) at top of p. A-75.

2 See note 7 o
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STATEMENT OF CONDITION OF EACH FEDERAL RESERVE BANK ON SEPTEMBER 30, 1971

(In millions of doflars)

ltem

Assets
Gold certificate account. ... ... .o
Special Drawing Rights certif. acct
F.R. notes ot other banks.......
Other cash

Discounts and advances:
Secured by U.S. Govt, securities. . . .
Other

Acceptances:
Bought outright
Held under repurchase agreements. .

Federal agency obligations:

Bought outright
Held under repurl.hase agreements. .

U.S. Govt. securitics:

Bought outright......

Held under repurchase agreements.. ... ] . ...

Total loans and sccurities. ..........
Cash items in process of collection. .
Bank premises...........ooiiin
Other assets: . ;
Denominated in foreign currencies, .

IMYF gold deposited 3............
Allother............civiinit
Total assets. v .....vvviiiien .
Liabilities
FRONOWES. .. oovivnvniiinnenenes
Deposits: .
Member bank reserves. ..o ...
U.S. Treasurer—General account. .
Foreign..coocovvivevnnnnnieninn
QOther:
IMF gold deposit 3, ...........
Allother. ... ...
Total deposits.....co..ovvevinennnn
Deferred availability cash items......

Other liabilities and accrued dividends
Total liabilities. .......oooveooinn
Capital accounts
Capital paid in

Surplus
Other capital ‘sccounts

Total liabilitics and capital accounts. .

Contingent liability on acceptances
purchased for foreign correspond-
ents

10,084
627

92,008

)
Boston '

Total

|
9,875 493

400 23
1,072 143!
310 10
196 9
st.......
61 3
167.566] 3,149
67,876 3,161
13,221 742
148 2

2,856

901
109
9.

|

New
York

2, 90(;’

208
32

2,060
8

22 973

12,903

6, 505
75
4 2‘)

78,008

1,451
160

22,517

191
185
80;

i
3 Oﬁ

4 626 22 971 4 826 7 l8l () 9<)s|

F.R. notes outsmndim, (issued to |
Bank)...ooviiiiiiiiineiiiiiany !
Collateral held agamst notes out- -

standing: :
Gold certificate account.
U.S. Govt. securitics , .. ..........

Total collateral

i's

3,145
| 53,480

| 56,625

3,024

200
2,920

3,120

13,311

500;
13,000

13,500

1
Phila- . . . : . an- | San
Cleve- | Rich- | Atlan-  Chi- St. Minne-
dels " ‘e . sas Dallas | Fran-
phia land | mond ta cago | Louis | apolis City ‘ | cisco
- R ! - — —— i e — i
409 818 852 414 1,25 366 137|423 229 1,613
23 3 36 2 70 15 7 5 14 49
67 59 83 187, 48 24 40 3% 33| 13a
" 28 36 40 43 17 7 27 18 4
.| ) ! i (
43 2 3 4 83 “ ( A
.............. CUUURTRN IUURTR SRR SN FEURTURL SRS ISR
| _ ;
....... ......--.--....I..-..-.'unn.unn.......,...... ....:....-~---|l|.:--..
3l 5 4 o0 2 1 2 3| 9
..................... L PN PRSP FPRPPO
578 5,204| 4,922 3,401 11,070 2,467 1,279| 2,704 3,139] 9,421
3624 5, z|1| 4,930 3,408| 11,163 2,469 1,281| 2,708 3,142 9,430
654 950 o9¢| 1.314 2,314 695 s620 854|864 1,216
3 2. 13 16 17 14 19 i8] 9, 8
( 2 1 2 3 | | f| K 3
""" 3449 ""'Aé "'”34 ""i(')l' "“'ij"""i() T AP TR TP
4,826 (» 99 s 437 14,974 z (,24. 2_,064 4,108. 4,351 12,596
| : . ! _
3,033 4,309 4,641 2,564 9,232 2,004 92| 1,968 2,072 6,356
1,08 1,826 1,297] 1,589 3,412 927| 622| 1,207 1,402 4,676
93 73 17| 103 49 79 750 T30 Cito, 309
10 17 10 12l 28 6 4 8 100 23
...... z‘l IR ISR PITH O 23’2|
1163 1,917 1,441] 1,708 3,592 1,013, 707 1,347 1_,5_25'&_?,32\5
soFl 7S TH| L030 LTsY sas o ala) 67 631 897
33 s 4t T 102 2 EE 88
4,736 7,025 6,899 5,323! 14,709° 3,565 2,026' 4,035| 4,257 12,370
38 67 38 500 109 25 17 3 a1 93
3 63 36 105 24 16 30 39 88
6 26 22 st |0| 5 12 14 45
l}i 974 3,624| 2, 064 4','@:' 4'351| l2 596
R ; |
mj 23| 13l ) 39 9i 6 11| |5| 33
Federal Rescrve Notes—Federal Reservc Agcnls Accounts
3,108 4,486 4,797 2,747] 9,522| 2,105| o29| 2,062 2,230 6,833
i
300|500 4RS....... 5500 s ided S
3,000 4,100 4,415 960] 2,125 2, 260 7,000
3,300 4,600 “ 960 2,125i ..,285| 7,000

1 Sce note 6 on p. A-5,

2 After deducting $17 million participations of other F.R, Banks.

3 Sec note 1 (b) to table at top of p,

A-75,

4 After deducting $137 million participations of other IR, Banks.

5 After deducting $191 million participations of other F.R. Banks.

Norr.—-Some figures for cash items in process of collection and for
member bank reserves are preliminary.
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OPEN MARKET ACCOUNT o OCTOBER 1971

TRANSACTIONS OF THE SYSTEM OPEN MARKET ACCOUNT

(In millions

of dollars)

Outright transactions in U.S, Govt. securities, by maturity
Total Treasury bills Others within 1 year 1-5 years
Month e S N . | . - e
Exch,, [ixch
. maturity y ixch,
cr')m_fs Grloss Redemp- C;}’:ﬁzs Gr;ass Redemp- (;:,L(:_ss Grloss shifts, (;a:;oris Grloss or
sales tions sales tions - sales or sales maturity
chases ; chases chases redemp- chases shifts
tions
1970—Aug. 1,127 106 * 1,127 106 ol e =21 e —129
Sept. 2,657 2,367 308 2,474 2,367 308 2 P 90 e
Oct.. 245 183 134 245 183 134 | ifhe, R PP IR Y
Nov........ 2,871 1,391 |......a 2,715 1,391 ool 37 feenininnn 6,362 80 l......... —6,712
Dec........ 3,414 2,280 |..... ... 2,883 2,280 | - 2 P N 365 | e
1971—, 1,515 1,547 327 1,515 1,547 K 2 I I e I S PPN
F 5,832 5,153 |......... 5,347 2 1 T P P —3,732 174 [......... 4,092
3,142 2,523 240 2,600 2,523 b2 ) I I 1 R R Ceea
2,229 1,298 50 2,033 1,298 50 oo 2 1o ... -2
1,291 248 ... 1,163 248 |........ PR 464 46 | —136
1,955 1,165 37 1,893 1,165 K A P e 82 K: S P —82
2,067 1,617 127 2,067 1,617 127 v o e
1,818 1,024 [......... 1,709 1,024 |ooooifenien o, 991 84 |......... —444
Outright transactions in U.S. Govt, securities—Continued Repurchase Bankers’
e e L s e S agreements Vederal acceptances
(U.S. Govt. Net agency e e
5-10 years Over 10 years securities) change obliga-
Month .- e in U.S. tions Under Net
; Exch Govt. (nctlrc- Out- rc}{)ur- change!
. Exch. ‘nss 2xch, secur- | purchase v chase
?’L‘fs Gross | or ma- (;’Lors_s Gross | or ma- C;L(;ss Gross ities agree- “ﬁ'tl,‘tt' ng;cc-
- sales turity . sales turity i sales ments) ments,
chases shifts chases shifts chases net
1970—Aug.. 2,852 1,351 31 -4 30 1,407
5 3,861 28 50 3 21 101
3,353 40 8 e —14 34
4,125 1,218 —-27 1 13 1,204
5,334 908 —6l 21 —50 819
1971—Jan.. ..l.. .. . 2,298 —359 . 2 e —357
Feb. ... 4,183 679 |.....h... I PO 673
Mar.... 5,242 1,698 186 * 85 1,968
Apr.... 6,404 —439 —186 3 —85 ~707
May... 4,076 1,043 |......... 8 48 1,099
June..., 1,165 754 |0 —1 —48 705
July.... 3,044 323 | /N P 316
Aug..., 1,951 1,027 69 | --3 55 1,079

L Net change in U.S. Govt. securilies, Federal agency obligations, and

bankers’ acceptances.

. Note.—Sales, redemptions, and negative figures reduce System hold-
ings; all other figures increase such holdings.

CONVERTIBLE FOREIGN CURRENCIES HELD BY FEDERAL RESERVE BANKS

(In millions of U.S.

dollar cquivalent)

End of ; Pounds
period Total sterling
1968—Dec........ 2,061 1,444
1969—Dec,....... 1,967 1,575
1970—June. ...... 690 180
uly....... 290 180

Aug.. 280 180
Sept...... 680 580

(470 R 408 306

Nov. 265 t6l

Dec.. 257 154
1971—Jan, 186 80
Feb. 107 M

34 .

34 *

94 *

96 .

Austrian
schillings

Belgian | Canadian

francs dollars
8 3 .
{ L
» L]
L] »
L] »
» L]
* *
* -
* »
1
| L
1 L
1 o,
1 *
I .
2 L

Danish French

kroner francs

........ 433
. 199

German
marks

Italian
lire

Japanese 1\{cthfr-
yen ands
guilders
I 4
| 3
[ v L3
1 .
1 -
{ *
| «
t -
1 »
| T
| A IR
|
| I P
)
I I ’
|

Swiss
francs

Shuumuun pbhphLLWRUL pw




OCTOBER 1971 o FEDERAL RESERVE BANKS; BANK DEBITS
MATURITY DISTRIBUTION OF LOANS AND U.S. GOVERNMENT SECURITIES

HELD BY FEDERAL RESERVE BANKS

(In millions of dollars)

A 15

ftem

Discounts and advances—Total
Within 15 days
16 <lays to 90 days.
91 days to | year

Acceptinces—Total
Within 15 days

16 days to 90 days. oo iiiiiii i
9L days to | Year, oo verrriin it i

U.S. Government securities
Within 15 days!
16 days to 90 days.
91 days to I year..
Over | year to 5 years
Over 5 years to 10 years
Over 10 years

I'ederal agency ohhgdnons— Total
Within 15 days!. R
16 days to 90 ddys
91 days to t ycar.
Qver | year to 5 yeur.
Over § years Lo 10 years

Wednesday End of month
1971 1971 1970
_ ; = | R R
Sept. 29 Sept. 22 Sept. 15 Sept. 8 | Sept. | Sept. 30 ; Aug. 3l Sept. 30
. . P R O A
382 941 ! 349 338 ‘ 989 198 858 853
380 939 348 337 | 988 196 857 851
2 2 i 1 1 2 1 2
91 48 50 135 138 51 107 87
53 I4 14 99 97 Ht 67 65
38 34 36 36 41 40 40 22
................ I 267,562 66,587 65,726 67,295 67,220 67,566 66,868 60,055
............................... - 24,498 . 4,209 3,078 4,129 4,040 2,575 2,542 3,086
.......................... 17,516 17,511 17,650 18,202 18,294 17,517 18,904 11,569
....................... 15,896 15,355 15,485 15,347 15,368 17,822 15,904 13,880
..................... ,325 23,218 23,219 23,323 23,240 23,325 23,240 25,356
..................... ! 5,411 5,388 5,388 5,388 5,377 5,411 5,377 5,524
| 916 906 906 906 901 916 901 640
OVEE T YOUTS « ¢ v cv vttt s i e S o

! Holdings under repurchase agreements are classified as maturing
within 15 days in accordance with maximum maturity of the agreements.

ment) are shown below,

BANK DEBITS AND DEPOSIT TURNOVER

(Scasonally adjusted annual rates)

2 Excludes Federal agency obligations held under repurchase agreement.
Total holdings of such obligations (outright and under repurchase agree-

Period
Total
233

SMSA’s

1970—July. .8
Aug.. .5

Sept.. .0

Oct.. 2

Nov .9

Dec .5
1971—Jan.. ... veevninnanas .4
Febowovivnnoiin .9

Mar .9

Apr .7

May .2

June .7

July .2

Aug h. 4

Debits ta demand deposit accounts! |
(billions of dollars)

Turnover of demand deposits

lsoml 232 | 226 | l"olal

Leading SMSA’s tal
A's
E— her
v (excl. ot i

N.Y. . Gothers2 i N.Y, SMSA’s ‘ SMSAS
4,324.3 2,508.2 ° 5,883.6 ; 3,375.3 ' 73.1
4,770.6 + 2,478.8 . 5,779.9 3.301.1 75.7
4,668.1 - 2,502.9 | 5,883.9 | 3,381.0 75.3
4,809.8 | 2,497.4 5,880.5 3,383.0 78.1
4,824.0 | 2,420.1 5,709.9 1 3,289.8 75.6
5,016.1 2,480.1 5,880.3 | 3,400.2 77.0
4,825.9 2,453.5 5,862.5 . 3,408.9 76.3
5,477.4 | 2,524.1 ! ¢6,031.5 1 3,507.4 82.0
5,309.7 | 2,505.3 6,116.2 3,610.9 79.5
5,356.8 2,597.1 6,301.9 3,704.8 80.5
4,903.9 2,573.9  r6,215.3 r3,641.4 r76.6
5,202.8 2,765.2  76,612.9  73,847.7 80.1
5,147.4 ' 2,773.9 r6,618.9 1 r3,845.0 79.8
5,704.7 ¢ 2,795.7  6,661.5 3,865.8 83,7

Leading SMSA’s Total 232 226
———— | SMSA’ other
(excl. | gMSA’s
NY. 6 others? N.Y.) .
145.3 79.4 53.6 43.1
162.8 77.9 52.5 42.2
61,0 77.9 53.0 42.8
175.9 78.4 53.4 43,2
168.5 . 75.8 51.6 41.8
170.6 i 76.7 52.4 42.6
168.3 | 76.8 52.6 42.9
191,3 79.5 54.0 43,9
183.5 76.5 i 53.3 4.1
185.6 78.7 54.4 44,7
171.2 77.9 53.4 43.7
179.3 82.4 55.8 r45.3
178.9 82.7 55.7 45,1
198.7 83.4 56.0 45.2

1 Excludes interbank and U.S. Govt. demand deposit accounts,
2 Boston, Philadelphia, Chicago, Detroit, San Francisco-Oukland, and

Los Angeles-Long Beach.

For description of series, see Mar, 1965 BULLETIN,
The data shown here differ from those shown in the Mnr 1965 BULLETIN

p. 390.

because they have been revised, as described in the Mar. 1967 BULLETIN,

p. 389

Note.—Total SMSA’s includes some cities and counties not designated

as SMSA's,



A 16 U.S. CURRENCY o OCTOBER 1971
DENOMINATIONS IN CIRCULATION
(In millions of dollars)
Total Coin and small denomination currency Large denomination currency
End of period | *% HF ,

tion ! Total | Coin , st 2 | 32 $5 $10 $20 | Total | $50 $100 | $500 |$1,000|$5,000 ($10,000

7,598 | 5,553 500 ' 5590 36 | 1,009 1,772 | 1,576 | 2,048 460 919 | 191 425 20 32

11,160 8,120 751 6935 44 1,355 | 2,731 | 2,545 | 3,044 724 | 1,433 261 556 24 46
20,683 | 1,274 1,039 73 2,313 | 6,782 | 9,201 | 7,834 | 2,327 | 4,220 454 801 7 24
20,020 | 1,404 | 1,048 65 | 2,110 | 6,275 | 9,119 | 8,850 | 2,548 | 5,070 | 428 782 5 17
19,305 | 1,554 1,113 64 | 2,049 | 5,998 | 8,529 | 8,438 | 2,422 | 5,043 ' 368 588 4 12
22,021 | 1,927 . 1,312 15 2,151 | 6,617 | 9,940 | 9,136 | 2,736 | 5,641 307 438 3 12
22:856 | 2,182 | 1,494 83 | 2,186 | 6,624 {10,288 | 9,337 | 2,792 | 5,886 | 275 373 3 9
23,264 | 2,304 | 1,511 85 2,216 | 6,672 |10,476 | 9,326 | 2,803 | 5,913 261 341 3 5
23,521 | 2,427 | 1,533 88 2,246 - 6,691 (10,536 | 9,348 | 2,815 | 5,954 249 316 3 10
24,388 | 2,582 | 1,588 92 | 2,313 ' 6,878 |10,935 | 9,531 | 2,869 | 6,106 | 242 300 3 10
25,356 | 2,782 | 1,636 97 2,375 7,071 (11,395 | 9,983 | 2,990 | 6,448 240 293 3 10
26,807 | 3,030 | 1,722 103 2,469 7,373 (12,109 (10,885 | 3,221 | 7,110 249 298 3 4
28,100 | 3,405 | 1,806 | 11t 2,517 ¢ 7,543 (12,717 (11,519 | 3,381 | 7,590 | 248 293 2 4
29,842 | 4,027 | 1,908 127 | 2,618 | 7,794 (13,369 [12,214 | 3,540 | 8,135 | 245 288 3 4
31,695 | 4,480 | 2,051 137 2,756 | 8,070 (14,201 112,969 | 3,700 | 8,735 241 286 3 4
337468 | 4,918 | 2,035 136 | 2,850 | 8,366 (15,162 [13.758 | 3,915 | 9311 | 240 285 3 4
36,163 | 5,691 | 2,049 136 2,993 | 8,786 (16,508 114,798 | 4,186 (10,068 244 292 3 4
37,917 { 6,021 | 2,213 136 | 3,092 | 8,989 17,466 {16,033 | 4,499 [11.016 | 234 276 3 5
38,042 | 6,170 | 2,142 ; 136 | 2,942 | 8,743 17,909 |16,627 | 4,654 [11,487 | 220 259 3 4
38,082 | 6,193 | 2,168 136 | 2,964 | 8,747 |17,875 (16,712 | 4,668 [11,562 | 219 257 3 4
38,192 [ 6,213 | 2,181 | 136 | 2,975 | 8,761 117,926 16,829 | 4,694 11,656 | 217 255 3 4
39,284 | 6,251 | 2,242 | 136 | 3,068 | 9,090 (18,497 (17,097 | 4,781 11,839 | 216 254 3 4
39,639 | 6,281 | 2,310 | 136 | 3,161 | 9,170 |18,581 [17,454 | 4,806 12,084 | 215 252 3 4
38,081 | 6,254 1 2,190 | 136 | 2,971 | 8,673 |17,857 (17,264 | 4,809 111,983 | 214 251 3 4
38,298 | 6,266 | 2,178 | 136 1 2,972 | 8,753 (17,994 |17,313 | 4,822 '12,022 | 213 249 3 4
38,785 | 6,303 | 2,200 | 136 | 3,011 | 8,835 |18,300 (17,519 | 4,892 !12,160 | 212 : 248 3 4
38,917 | 6,360 | 2,206 136 3,001 | 8,826 (18,388 [17,675 | 4,917 i12.294 210 | 246 3 4
39,509 | 6,410 | 2,245 136 3,048 | 8,960 (18,711 [17,894 § 4,994 |12,438 i210 245 3 4
40,263 | 6,472 . 2,277 | 136 | 3,099 ! 9,137 (19,144 18,130 | 5,075 12,596 | 209 | 243 3 4
40,238 ,493 ;2,260 | 136 | 3,068 | 9,031 119,251 |18,321 } 5,129 (12,735 | 208 ] 242 3 4
40,442 | 6,537 | 2,267 136 3,058 | 9,045 (19,398 (18,462 | 5,162 il2,845 207 | 241 [ 2 4

1 Qutside Treasury and F.R. Banks, Before 1955 details are slightly
overstated because they include small amounts of paper currency held
by the Treasury and the F.R. Banks for which a denominational break-
down is not available,

KINDS OF UNITED STATES CURRENCY

2 Paper currency only; $1 silver coins reported under coin.

Note.—Condensed {rom Statement of United States Currency and
Coin, issued by the Treasury,

OUTSTANDING AND IN CIRCULATION

{Condensed from Circulation Statement of United States Money, issued by Treasury Department. In millions of dollars)

Held in the Treasury

Currency in circulation !

Total, out- Held by
standing, | Assecurity For F.R. 1971 1970
Kind of currency August 31,1 against Treasury F.R. Banks .
1971 gold and cash Banks and
silver and Agents Aug. July Aug.
certificates Agents 31 31 31

Gold
Gold certificates. ., ..

Federal Reserve notes. ..
Treasury currency—Total, .

Standard silver dollars
Nonsilver dollars. . .

Fractional coin..
United States notes. . .
In process of retirement4.

(9,875)

Total—Aug. 31, 1971... 572, (9,875) 468 9,874
July 31, 1971 5 72,880 (10,075) 487 10,074
Aug. 31, 1970.........ooci 5 69,597 (11,045) 468 11,044

1 Qutside Treasury and F.R. Banks. Includes any paper currency held
outside the United States and currency and coin held by banks. = Esti-
mated totals for Wed. dates shown in table on p. A-5.

2 Includes $144 million gold deposited by and held for the International
Monetary Fund.

3 Consists of credits payable in gold certificates, the Gold Certificate
Fund—Board of Governors, FRS.

4 Redeemable from the general fund of the Treasury.

3 Does not include all items shown, as gold certificates are secured by
gold. Duplications are shown in parentheses.

NoTe.—Preparced from Statement of United States Currency and Coin
and other data furnished by the Treasury. For explanation of currency
reserves and security features, see the Circulation Statement or the Aug.
1961 BULLETIN, p. 936.



OCTOBER 1971 » MONEY STOCK
MEASURES OF THE MONEY STOCK

(In billions of dollars)

Al7

Seasonally adjusted

A

Month or weck | ;

Not seasonally adjusted

|
Al M ! Ms

M i

M (M1 plus time (M plus deposits (M plus time (M3 plus deposits
[ (Currency plus deposits at coml. | at nonbank thrift (Currency plus deposits at coml. | at nonbank thrift
i demand deposits)  banks other than institutions)2 demand deposits) | banks other than | institutions)2
: large time CD’s) ! large time CD's) 1
183.1 345.6 528.5 188.6 350.1 533.3
197.4 378.2 572.6 203.4 ! 383.0 577.5
203.6 387.1 ! 588.4 209.8 | 392.0 593.5
212.8 ' 409.6 619.7 211.4 | 408.2 618.0
213.0 412.1 623.9 213.0 412.3 624.0
213.5 414.5 628.2 215.3 415.4 628.6
214.6 419.0 634.6 221.1 4241 640.0
214.8 423.0 6421 221.3 428.9 648.4
217.3 , 430.8 654.0 25.5 428.4 651.3
219.4 437.6 664.8 217.4 436.3 663.8
22(.1 442.0 673.7 222.2 444.3 676.1
223.9 447.3 682.4 219.7 4443 679.1
225.6 451.4 689.4 223.6 449.6 688.0
227.5 454.1 695.2 225.8 452.6 694.0
228.0 455.9 699.4 224.7 452.5 695.5
227.3 456.5 702.1 225.7 i 454.9 700.3
Week ending—
1971 Sept. 1........ ... .. 227.5 455.9 224, 452.6
8 .. 227.8 456.0 225.9 454.7
227.1 455.8 227.9 457.1
226.8 4506. 1 225.3 i 454.)
226.7 456.4 223.4 i 453.2

COMPONENTS OF MONEY STOCK MEASURES AND RELATED ITEMS

(In billions of dotlars)

Seasonally adjusted

|
| Not seasonally adjusted ’

Commercial banks | Commercial banks | C.S.
Month ... _+ Non- ; . o o ___| Non- Govt,
or bank 1 i bank ! depos-
week Cur- De- Time and savings thrift Cur- | De- ‘Time and savings thrilt its §
rency mand . deposits institu-  rency mand deposits | institu-
I | depos- | tions 4 depos- | R | tions 4
i its its |
i CD’s *  Other | Total | ! CD’s 3 | Other Total
\ ;
1967---Dec. 40.4 142.7 21.0 162.5 183.5 ! 183.0 41.2 147.4 © 20.6 161.5 182.1 | 183.1 5.0
1968-—Dec............ 43.4 | 154.0 , 24.0 180.8 204.8 ; 194.4 44.3 159.1 ¢ 23.6 179.6 203.2 194.6 5.0
1969—Dec..,.ovvv ot - 46.0 157.7;  11.2. 183.4 194.6 . 201.3 46.9 162.9 1.1 182.1 193.2 201.5 5.6
] - H
48.2 164.6 21.7 196.8 218.5 210.1 48.2 163.1 | 21,6 196.8 218.4 | 209.8 6.8
48.5 164.5 23.2 199.1 222.2 211.9 48.5 164.5 ; 23.2 199.3 222.5 211.7 . 6.1
48.7 164.8 23.9 201.1 225.0  213.6 49.2 166.1 ) 24.6 200.0 | 224.6 | 213.2: 5.6
48.9 165.7 26.0 1 204.4 230.4 2i5.6 50.0 | 1711 25.8 203.0 228.7 215.9 7.1
H .
49.2 165.5 27.1 208.2 | 235.3 219.2 49.1 ! 172.1" 27.0  207.6 234.5 219.6 6.6
49.6 167.7 27.4 | 213.5 240.9 + 223.2 49.2 166.3 27.4 ; 212.9 ] 240.3 223.0 8.3
£0.0 169.4 27.8 218.3 246.1 ' 227.2 49.5 167.8 28.0 ; 218.9 246.9 227.5 5.4
50.5 170.5 27.3 | 221.0 | 248.3: 231.6° S50.1 172.1 27.1 222.1 249.2 231.9 5.5
50.9 173,0 27.9 223.4 | 251.4 | 235.1 50.5 169.2 . 27.6 | 224.5 252.1 234.8 7.8
51.2 174.4 , 28,6+ 225.8 254.4 | 238.0 sh.1 172.5 28.4 | 226.1 254.4 238.4 5.4
1.7 175.8 30.1 226.6 256.8 241.1 51.9 173.8 29.5 226.9 256.4 241.4 | 6.8
51.8 176.2 30.3 227.8 258.2 | 241.5 T 172.7 31.2 227.8 259.1 243.0 6.8
52.0 | 175.3 | 32.4 2292 261.6 ‘ 245.6 ;. S2.0, 173.8 32.1 229.2 261.4 245.3 ‘ 7.4
' I .

Week ending— | . | ' i
1971 —Sept. 1o...... - 51.8 175.8 RIVIE 51.4 172.8 3.6 | 228.4 8.3
8 52.0 © 175.8 3.5 52.6 | 173.3 1.9 228.8 6.6
52.0 175.1 3.9 s2.1; 175.8 3.4 229.2 6.3
52.0 174.8 . 32.7 51,9, 173.4 32.1 229.t . 8.0
51.8 174.9 | 3.5 51.4 | 1721 130 229.7 8.9

1 Includes, in addition to currency and demand deposits, savings de-
posits, time deposits open account, and time certificates of deposits other
than negotiable time certificates of deposit issued in denominations of
$100,000 or more by large weekly reporting commercial banks.

2 Includes My, plus the average of the beginning and e¢nd of month
deposits of mutual savings banks and savings and loan sharcs.

3 Negotiable time certificates of deposit issued in denominations of
$100,000 or more by large weekly reporting commercial banks.

4 Average of the beginning and end-of-month deposits of mutual savings
banks and savings and loan shares.

5 At all commercial banks.

Nore.—For description of revised series and for back data, see Dec. 1970
BuLLETIN, pp. 887-909.

Average of daily figures. Money stock consists of (1) demand deposits
at all commercial banks other than those due domestic commercial
banks and the U.S. Govt., less cash items in process of collection and F.R.
oat; (2) foreign demand balances at F.R. Banks; and (3) currency outside
the Treasury, EF.R. Banks, and vaults of all commercial banks. Time de-
posits adjusted are time deposits at all commercial banks other than those
due to domestic commercial banks ind the U.S. Govt.




A 18

BANK RESERVES; BANK CREDIT o

OCTOBER 1971

AGGREGATE RESERVES AND MEMBER BANK DEPOSITS

(In billions of dollars)

Member bank reserves, S.A.! Deposits subject to reserve requirements2 Total member

— bank deposits

plus nondeposit

S.A. N.S.A. items?
Period
Total Non- Demand Demand
borrowed | Required Time [ __ _ Time I
Total and Total and S.A, N.S.A.
savings | Private U.S. savings { Private U.S.
Govt. Govt,

1967—Dec........ 25,94 25.68 25.60 273.5 149.9 | 118.9 4.6 | 276.2 1 148.1 123.6 L T O P
1968—Dec........ 27.96 27.22 27.61 298.2 165.8 128.2 4.2 301.2 163.8 | 133.3 4.1 e
1969—Dec.. . ..... 27.93 26.81 27.7 285.8 151,5 129.4 4.9 | 288.6 | 149.7 134.4 4.6 | 305.7 308.6
1970—Sept.,...... 29,24 28.71 29,02 308.0 | 169.5 132.3 6.2 | 306.8 169.9 | 131.2 5.8 | 324.5 323.2
Oct.v.vnnns 29,39 28.93 29,13 310.6 173.0 - 132.4 5.2 310.9 173.2 | 132.6 5.1 324.8 | 325.1
29.47 29.03 29.23 314.0 175.7 132.3 6.0 312.8 174.9 133.4 4.6 | 326.7 | 325.6

29.93 29,58 29,70 319.6 179.9 133.5 6.2 322.8 178.2 138.7 6.0 | 331.2 334.4

30.23 29.80 30.03 323.9 183.2 134.1 6.7 328.2 182.8 139.7 5.6 | 334.1 338.3

30.52 30.18 30.26 329.1 187.5 135.4 6.2 | 328.4 187.1 134.3 7.0 | 337.7 | 337.0

30.75 30.40 30.53 333.2 191.7 136.7 4.8 3322 192.3 135.4 4.5 | 340.2 | 339.2

30.82 30.64 30.61 336.6 193.3 137.9 5.4 337.3 193.6 139.0 4.7 341.7 342.4

31.25 30.96 31.00 339.7 195.5 140.0 4.2 | 338.4 195.8 135.9 1 6.7 | 343.8 342.5

31.26 30.80 31.08 341.2 197.5 139.9 3.9 340.2 197.6 138.2 4.4 345.7 344.7

31.27 30,47 31.09 343.7 199.2 140.8 3.7 3441 198.9 139.4 - 5.7 348.0 | 348.4

31.65 30.87 31.47 347.1 199.9 141.1 6.1 344.6 | 200.8 138.1 . 5.8 351.0 | 348.6

32.07 31.64 31.91 349.5 | 202.9 140.3 6.3 348.1 202,7 . 139.2 . 6.2 | 353,51 352.1

: i

1 Averages of daily figures. Data reflect percentages of reserve require-
ments made effective Apr. 17, 1969. Required reserves are based on
average deposits with a 2-week lag.

2 Averages of daily figures, Deposits subject to reserve requirements in-
clude total time and savings deposits and net demand deposits as defined
by Regulation D. Private demand deposits include all demand deposits ex-
cept those duc to the U.S. Govt., less cash items in process of collection
and demand balances duce from domestic commercial banks. Effective June
9, 1966, balances accumulated for repayment of personal loans were elim-
inated from time deposits for reserve purposes. Jan. 1969 data are not
comparable with ecarlier data due to the withdrawal from the System on
Jan. 2, 1969, of a large member bank.

3 Total member bank deposits subject to reserve requirements, plus
Euro-clotlar borrowings, bank-related commercial paper, and certain
other nondeposit items. This series for deposits is referred to as “the
adjusted bank credit proxy.”

Nore.—Due to changes in Regulations M and D, required reserves
include increases of approximately $400 million since Oct. 16, 1969.
Back data may be obtained from the Banking Section, Division of Research
and Statistics, Board of Governors of the Federal Reserve System, Wash-
ington, D.C. 20551,

LOANS AND INVESTMENTS

(In billions of dollars)

Seasonally adjusted Not scasonally adjusted
Date Securitics Securities
Totall,2 | Loans!, 2" Us Totall,2 | Loans!, 2 S 1
: .S. U.S.

Govt. Other2 Govt. Qther2

1965—Decc. 31.......... e e 294.4 192.6 57.1 44.8 301.8 197.4 59.5 44.9
1966—Dec, 31.......vounut [N . 310.5 208.2 53.6 48.7 317.9 213,0 56.2 48.8
1967—Dec, 30., ... iiiiiinriaeraietaneenan, 346.5 225.4 59.7 61.4 354,5 230.5 62.5 61.5
1968—DeC. 31,1 cuuni it iiiaiiariaas 384.6 251.6 61.5 71.5 393.4 257.4 64.5 1.5
1969—Dec. 313, ... i i i i e e 401.3 278.1 51.9 71.3 410.5 284.5 54.7 71.3
1970—July 412.8 281.5 55.8 75.5 412.6 283.4 53.5 75.7
Aug. 418.3 284.1 57.5 76.7 415.4 283.2 55.1 77.1

Sept. 423.7 287.3 57.6 78.8 423.3 288.0 55.8 79.5

Oct. 424.4 287.3 56.3 80.8 424.0 285.9 57. 8.0

Nov 428.2 288.4 56.7 83.1 427.7 286.9 58.3 82,5

Dec. 3l i i i 435.1 290.5 58.5 86.0 445, 297.2 61.7 86.1
1971—=Jan. 27.. .. it e 438.9 292.0 58.7 88.2 438.0 289.3 61.5 87.1
Feb, 24.. ... . it 444.6 295.2 59.9 89.6 440.9 290.6 61.4 88.9

Mar. 31, .. e e e 448.6 295,2 61.4 92.0 446.4 293.3 61.6 91.5

Apr. 28, .. 449 .2 295.4 60.2 93.7 449.3 295.1 60.0 94,2

May 26.......iiiii 453.9 298.9 60.0 95,0 451.8 298.2 58.8 94.9

June 30...... .o oo 458.7 299.2 62,9 96.6 462.8 305.2 60.3 97.4

July 28, ... 461.3 301.7 61.8 | 97.9 461.2 303.8 59.3 98.2
Aug. 25.. . . 466.5 307.4 61.6 97.6 463.2 306.5 58.7 98, |

Sept. 297, .. 470. | 310.4 60.7 99.0 | 469.4 310.8 58.7 99.9

t Adjusted to exclude interbank loans.

2 Beginning June 9, 1966, about $1.1 billion of balances accumulated
for payment of personal loans were deducted as a result of a change in
Federal Reserve regulations.

Beginning June 30, 1966, CCC certificates of interest and Lxport-
Import Bank portfolio fund participation certificates totaling an estimated
$1 billion are included in **Other securities’ rather than “Loans.”

3 Beginning June 30, 1969, data revised to include alt bank-premiscs
subsidiaries and other significant majority-owned domestic subsidiaries;
earlier data include commercial banks only. Also, loans and investments
are now reported gross, without valuation reserves deducted, rather than
net of valuation reserves as was done previously. For a description of the

revision, sec Aug. 1969 BULLETIN, pp. 642-46.

4 Beginning June 30, 1971, Farmers Home Administration insured notes
totaling approximately $700 million are included in “Other securities™
rather than in “'Loans.”

Norr.—For monthly data 1948-68, sce Aug. 1968 BuLLrTiN, pp. A-94
-—-A-97, For a description of the scasonally adjusted series sec the follow-
ing BuLLerins: July 1962, pp. 797-802; July 1966, pp. 950-55; and Sept.
1967, pp. 1511-17.

Data are for last Wed. of month except for June 30 and Dec. 31; data
z}rc partly or wholly estimated except when June 30 and Dec. 3 are call
dates.



OCTOBER 1971 - BANKS AND THE MONETARY SYSTEM A 19
CONSOLIDATED CONDITION STATEMENT
(In millions of dollars)
Assets Liabilities
R el _ Total and capital
otal |_.__ . _
Bank credit assets,
-l _ | ne—
Gold | Treas- Total Canital
Date stoclk m:'l?'_ U.S. ‘Treasury securities liabil- Total 'j:m:“
and ities o b
SDR rency . S = Other and deposits | misc,
certifi- | Out- Total | Loans Coml, ., secu- | capital, | 204 L ac-
“atesl stand- net d Federal T currency | counts,
cates ing 2 Total sa":'ti\ngs Reserve | Otherd | Tities net net
- banks Banks
1947—Dec. 31......0vuen 22,754 | 4,562 | 160,832 | 43,023 | 107,086 | 81,199 | 22,559 3,328 | 10,723 1 188,148 | 175,348 ' 12,800
1950—Dec. 30........... 22,706 | 4,636 | 171,667 | 60,366 | 96,560 | 72,894 | 20,778 2,888 | 14,741 | 199,008 | 184,384 | 14,624
1967--Dee, 30...00einnn 11,982 | 6,784 | 468,943 282,040 | 117,064 | 66,752 | 49,112 1,200 | 69,839 | 487,709 | 444,043 | 43,670
1968—Dec. 3t .vouuun.. 10,367 | 6,795 | 514,427 |311,334 | 121,273 68,285 | 52,937 51 | 81,820 | 531,589 | 484,212 | 47,379
1969—Dec. 315.......... 10,367 | 6,849 | 532,663 335,127 | 115,129 | 57,952 | 57,154 23 | 82,407 | 549,879 | 485,545 | 64,337
1970—Sept. 30, ... .0 11,500 | 7,100 | 554,800 |343,800 | 119,000 | 59,000 | 60,000 |........ 91,900 | 573,300 | 504,600 | 68,800
Oct. 28..vvvvennn. 11,500 | 7,100 | 554,500 |341,400 | 119,700 { 60,400 | 59,300 |........ 93,400 | 573,100 | 505,500 | 67,600
Nov.25.........0 11,500 | 7,100 | 559,300 |341,600 | 122,600 | 61,500 | 61,100 |........ 95,100 | 578,000 | 510,400 | 67,600
Dec. 31..ovvennn. 11,132 | 7,149 | 580,899 |354,447 | 127,207 | 64,814 | 62,142 251 | 99,245 599 180 | 535,157 | 64,020
1971—Jan. 11,100 | 7,200 | 574,100 |346,300 | 127,000 | 64,700 | 62,000 300 (100,800 | 592,400 | 527,200 | 65,200
Feb. 2 11,100 | 7,200 | 577,500 §347,300 | 127,200 | 64,800 | 61,700 700 103,000 | 395,800 | 529,600 | 66,300
Mar. 3 11,100 | 7,300 | 586,700 [350,100 | 129,900 | 65,000 . 64,200 800 (106,600 | 605,100 | 539,100 | 66,000
Apr. 11,100 | 7,300 | 589,300 |351,100 | 128,300 | 63,400 64,000 900 |110,000 | 607,800 [ 544,300 | 63,400
May 10,700 | 7,400 | 594,700 |355,300 | 128,100 [ 62,200 | 64,900 900 |111,300 | 612,800 | 550,400 | 62,300
June 3 10,732 | 7,420 | 608,204 |363,301 | 130,479 | 63,565 | 65,518 1,396 114,424 626,356 560,032 | 66,324
July 10,700 ; 7,400 | 605,300 |360,100 | 129,700 | 62,800 | 65,800 1,100 -115,400 | 623,400 | 559,500 ; 64,000
Aug. 2 10,500 | 7,500 | 611,300 |365,700 | 130, 1000 62,200 | 66,400 1,400 115,600 | 629,300 | 563,500 | 65,800
Sept. 10,500 | 7,500 | 617,300 |368,200 " 131,400 | 62,300 | 67,600 1,600 117,700 § 635,300 | 567,300 | 68,000
: i
DETAILS OF DEPOSITS AND CURRENCY
Money stock Related deposits (not scasonally adjusted)
Scasonally adjusted 6 Not seasonally adjusted Time U.S. Government
Date
For-
De- “ De- ) i Treas- At
r(e:r‘:g- mand (::2- mand Com- | Mutual &v‘:ﬂs vho| ury | coml [ At
Total outsit)llc deposits | Total Ol;.(l-l‘i(};e deposits | ‘T'otal | mercial | savings ‘q S_g ne cash and F.R.
1 banks ad- b bks ad- banks & | banks ¢ tk‘)r,n 3 hold- | savings| Banks
. E justed? han justed 7 ¢ ings | banks
I
1947.- Dec. 31....| 110,500 26,100 84,400( 113,597| 26,476 87,1211 56,411| 35,249 17,746 3,416 1,682| 1,336/ 1,452 870
1950—Dec. 30....| 114,600] 24,600 90,000 117,670] 25,398- 92,272] 59,246| 36,314| 20,009| 2,923| 2,518 1,293| 2,989 668
1967—Dec. 30....: 181,500] 39,600, 141,900 191,232] 41,071 150,161| 242,657} 182,243 60,414|..,.... 2,179 1,344 5,50 1,123
1968—Decc. 3l...., 199,600 42,600( 157,000 207,347 43,527 163,820] 267,627} 202,786 64,841(....... 2,455 695 5,385 703
1969-- -Dec., 315...' 206,800] 45,400| 161,400| 214,689 46,358| 168,331| 260,992] 193,533 67, L I 2,683 596 5,273 1,312
1970—-Sept. © 203,500 47,200| 156,300| 202,200] 47,300( 154,900 289,400} 219,500| 69,900 400 8,800| 1,200
Oct. ...l 201,800] 47,400] 154,400/ 202,500] 47,300 155,300 292,100] 221,900{ 70,200 500 6,600| 1,300
Nov .1 202,3000 47,600| 154,700] 205,500] 48,900( 156,600 294,900] 224,400; 70,500].. 500 6,200 800
Dec. 31 i 209,400] 47,800] 161,600 219,422] 49,779| 169,643| 302,591] 230,622 71,969 431| 8,409 1,156
1971—Jan. 27....- 203,300] 48,300 155,000 205,900 47,600 158,300 307,600] 235,000 72,600 500, 9,500/ 1,200
Feb. 24....| 204,900 48,500( 156,400 203,800] 47,900| 155,900| 313,900 240,400| 73,500 500f 7,500| 1,400
Mar.31...." 214,100] 49,300] 164,800 208,200] 48,800 159,400| 322,100] 247,000\ 75,100 500 5,000 900
Apr. 28.... 207,200] 48,900| 158,300} 207,400] 48,500 158,800| 324,200] 248,300\ 75,900 500| 8,600( 1,400
May 26...." 212,400] 49,500] 162,900] 209,900] 49,400 160,500| 328,400{ 251,700| 76,800 500 8,500 900
June 30..... 217,900 50,000( 167,900 215,010 50,491( 164,519 331,873{ 253, 1651 78,222 454 8,939 1,274
July 28....| 213,900 50,400( 163,500 213,700 50,500| 163,200, 334, »000| 255,800 78,200 500{ 7,400| 1,400
Aug. 25.. 214,700 50,300( 164,400 213,000 50,600 162,300 336,300 257,70() 78,600 500{ 10,000| 1,400
Sept. 29+, . ‘ 213,800 50,400( 163,400 212,400 50,500 161,900 140,600 261,400| 79,200 500{ 9,500 2,000

1 Includes Special Drawing Rights certificates beginning January 1970,

2 Beginning with data for June 30, 1966, about $1.1 billion in *Deposits
accumulated for payment of personal loans” were excluded from “Time
deposits” and deducted from *‘Loans’ at all commercial banks. These
changes resulted from a change in Federal Reserve regulations. Sec table
(and notes), Deposits Accumudated for Payment of Personal Loans, p. A-32.

See footnote 1 on p. A-23,

3 After June 30, 1967, Postal Savings System accounts were eliminated
from this Statement,

4 Sec second paragraph of note 2.

5 Figures for this and later dates take into account the following changes
(beginning June 30, 1969) for commercial banks: (1) inclusion of con-
solidated reports (including figures for all bank-premises subsidiaries and
other significant majority-owned domestic subsidiuries) and (2) reporting
of figures for total loans and for individual categories of securitics on a
gross basis—that is, betore deduction of valuation reserves, See also note !,

6 Series began in 1946; data are available only for last Wed. of month,

7 Other than interbank and U.S. Govt., less cash items in process of
collection,

8 See first paragraph of note 2.
9 Includes relatively small amounts of demand deposits. Beginning with
i‘)l_llne: 1961, also includes certain accounts previously classified as other lia-
ilities.
10 Reclassification of deposits of forcign central banks in May 1961 re-
duced this item by $1,900 million ($1,500 million to time deposits and $400
million to demand deposits).

Nore,—For back (igures and descriptions of the consolidated condition
statement and the seasonally adjusted series on currency outside lmnks and
demand deposits adjusted, see “Banks and the Monetary System,”” Section
1 of Supplement to Banking and Monetary Statistics, 1962, and BULLETINS
for Jan, 1948 and Feb. 1960. Except on call dates, ﬁgurcs are partly esti-
mated and are rounded to the nearest $100 million.

Tor description of substantive changes in official call reports of
condition beginning June 1969, see BULLETIN for Aug. 1969, pp. 642-46,
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PRINCIPAL ASSETS AND LIABILITIES AND NUMBER, BY CLASS OF BANK

(Amounts in millions of dollars)

Class of bank
and date

Tot

Loans and investments

al | Loans
1

Securities

uUs. |
Treas- | (ther
ury 2

All commercial banks:
941—Dec, 31, ..
1945—Dee. 31..
1947—Dec. 31 o,

1966—Dec. 31,..
1967—Dec. 30...
1968—Dec. 31...
1969—Dec. 31 7.

1970 —Sept. 30. ..
Oct. 28...
Nov. 25...
Dec., 3H...

1971—Jan. 27...
Feb, 24...
Mar. 31...
Apr. 28...
May 26...
June 30...
July 28...
Aug. 25...
Sept. 29 »,

Member of
F.R, System:
1941-—I>ec. 31...
1945—Dec. 31...
1947—Dec. 31...

1966 —Dec. 31...
1967 —Dec. 30...
1968 —Dec. 31...
1969—Dec, 31 7,

1970—Sept. 30, ..
Oct. 28, ..
Nov. 25, ..
Dec. 31...

1971--Jan, 27...
Feb., 24...
Mar. 31...
Apr. 28...
May 26...
June 30...
July 28...
Aug. 25...
Sept. 29...

Reserve city member:
New York City:8
1941 —Dec. 31.
1945—Dec.
1947—Dec.

3
3
1966—Dec. 3
1967—Decc. 3
1968—Dec. 3
1969—Dec. 317,

1970—Sept. 30...
Oct. 28...
Nov. 25...
Dec. 31...
1971—Jan. 27...
Feb. 24...
Mar. 31, ..
Apr. 28...
May 26...
June 30...
July 28...

Aug. 25...
Sept. 29...

50,
124,
116,

322,
359
401
421

436,
439,
442,
461,

454,
458,
463,
467,
469,
480,
478,
482,
489,

43,
107,
97,

263,
293,
325,
336,

46,
348,
350,
365,

359,
362,
366,
368,
369,
378,
376,
379,
385,

12,
26,
20,

46,
52,
57,
60,

59,
59,
59,
62,

60,
60,
59,
60,
59,
6l
59
60,

746| 21,714
019] 26.083
284 38,057

661| 217,726

2903] 235,954
1262] 265259
1597] 295,547

7901 301,530
590] 301,460
970f 302 160
194§ 313 334

2500 305,600
040{ 307,740
500| 310,380
030] 312.340
010] 315,380
524| 322886
300 320870
230| 325,450
620] 330,990

521 18,021
1831 22,775
846] 32,628

687| 182,802
1201 196,849
086] 220,285
738] 242,119

643| 244,769
424) 2447377
746] 244,342
940 253,936

731| 247,183
488 248,916
723| 2501777
539] 252,040,
182] 253,513
233 2590530
133] 257,988
269| 261,993
379| 266.569

86| 4,072
143 7,334
393 70179

536 35,941
141] 39,059
047] 42,968
333 48,305

484| 46,265
215 45,990
657 45,717
3471 47)161

658 45,791
791] 46,610
912 45457
115 45.7a1
020 45,441

J0501 47,243
vo88| 46,382

886 47,659
97

21,808 7,225
90,606 7,331
69,221 9,006

56,163| 48,772
62,473 61,477
64,466 71,537
54,709 71,341

55,750 79,510
57,180| 80,950
58.280| 82,530
61.742| 86,118

Cash
assets 3

Total
ussets—
Total
lia-
bilities
and
capital
ac-
counts#4

Total?

Deposits

Interbank3

Other

Bor-

De-
mand | Time

Demand

U.S.
Govt.

Other

Times

row-
ings

Total
capital
ac-
counts

Num-
ber

banks

61,520 87,130
61,430, 88,870,
611620, ¢

o
(7]
[=3
(=}

60,030 94,160
58,770/ 94,860 8

60,254 97,383
59,280| 98,150]
38, 1720 98,060
58,740 99,890

19,539| 5,961
78,338/ 6,070
57,914 7,304

41,924 38,960
46,956| 49,315
47,881 56,920
39,833| 54,785

40,779, 61,095
41,872 62,175
42’661 63,643
45,399| 66,604

45,222( 67,326
44,840| 68,732
45,193 70,753
43.704| 72,795,
42.601{ 73,068
44,038| 74,665
42.844| 75,301
42,337 74,939
42)368| 76,442

7,265 1,559
17,574 1,235
11,972 1,242

26,551
34,806
37,502

69,119

89, 1984
85,760

88 190]

23,113
29,845
32,445

60,738
68,946

6.637
6,439
7,261

14,869
18,797
19,948

. 22,349

23,057
195175
20,151
21,715

21,274

79,104
160,312
155,377

403,368
451,012

. 500,657

530,665

543,900
539,190
546,950
576,242

559,200
561,810
580,930
578,200
576,610
599,429
587,470
591,080
602,050

68,121
138,304
132,060

334,559
373,584
412,541
432,270,

440,724
435,498
441,486
465,644

451,224

87 753

88,026
83,785
85,368
89,384

90,982

71,283
150,227
144,103

352,287
305,008
434,023
435,577

447, 3208
440,030
446, 170]
480,940

462,730
463,950
483,470
479,640
478,570
503,018
489140
491180
497,530

61,717
129,670
122,528

291,063
326,033
355,414
349,883

358,433
350, ,996
355, ,5664
384,596

369,092
369,632}
386.692)
382,149
379,887
400,973
388,088
389,558
394,598

17,932
30,121
25,216

10,982
14,065
12,792 240

19,770 967
21,883| 1,314
24,747 1,211
27,174 735

26,480| 1,710,
24,780| 1,740
24,680 1,740
30,608| 1,975

25,360 2,030

27,050/ 2,500

10,385 140,
13,576 64
12,353 50

18,788 794
20,8111 1,169
23,519( 1,061
25,841 609

25,339| 1,500,
23,643 1,535
23.516| 1,535
29.142| 1733

24,179! 1,785
24°680| 1,744
291399/ 1,749
25,278 1,776
23,243| 1,838
291965 1,980
25°436| 1,804
25,169 1,883
25.829( 2,274

4,202 6
4,453 12

10,349 268
12,1611 719

44,349

921
94,367

167,751
184,066
199,901
208,870

190,810
185,030
189,080

60! 188,180

209,335
190,810

198, 860
194,310
191,930
206,918
197.310]
195.020)
197,180

138,218
151,980
163,920
169,750

153,951

9| 148,472

151,385
168,032

152,695
150,712
159,983
155,728
153,227
165,827
157,436
155,336
157,000

12,051
17,287
19,040

26,535
31,282
33,351
36,126

31,072

28,552
32 816

29,379
28,578
29,229

15,952
30,241
35,360,

158,806
182,511
203,154
193,744

219,850
222,230
224,830
231,084

235,280
240,870

261,880

12,347
24,210
28,340

128,831
147,442
162,605
149,569

170,385
172,177
174,275
179,229

182,504
186,766
191,835
192,410
194,916
196,218
I97,0I6

199,263
202,126

807
1,236
1,445

17,449,
20,062
20,076
14,944

18,712

23, 1536
24,104
24,393
24,637

N
S
<
=
=]

24,050,
24}620!
26,850]

19,557
20,440

23, 749

| 45,311

0| 28,098

42, 1958

42,730
43,050
43, 1530
43,740
43, 1910

44,800
44 980
45,110

5,886
7,589
8,464

26,278

30,060
32,047

33,479
33,481
33,629
34,100

33,950
34,213

13,661

13,678
13,684
13,687
13,686

W L ) W R0 L L W
N NN
< D
=]

39

For notes see p. A-23,
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PRINCIPAL ASSETS AND LIABILITIES AND NUMBER, BY CLASS OF BANK—Continued

(Amounts in millions of dollars)

Loans and investments Depoms
o e Total ——— _. -
assets—
Securities Total Tnterbank 3 Other Total | Num-
Class of bank e e lia- e — ——— .. .w-.——— | Bor- [capital| ber
and date Cash | bilities row- ac- of
Total l.oans assets3 and Demand ings | counts | banks
1 U.S. capital | Total?d .
Treas- | Other ac- De- | Time Time$
ury 2 counts4 mand U.S.

Govt. | Other

Reserve city member (cont.):
City of Chicago: 8.9

1941 —Dec, 954 1,430 376 1,566 4,363 4,057 1,035...... i 127] 2,419 476, . ... .. 288 13
1945—Dec. 1,333 4,213 385 1,489 7,459 7,046 1,312...... 1,552 3.462 709 ...... an 12
1947—Decc. 3 1,801 2,890 971 1,739] 6,866 6,402 1,217]...... 721 4,201 913[..... .. 426 14
1966—Dec. 3 8,756 1,545 1,502 2,638 14,935 12,673] 1,433 25 3100 6,008| 4,898, 484| 1,199 11
1967—Dec. 9,223 1,574] 1,947 2,947 16,296 13,985 1,434 21 267 6,250 6,013 383 1,346 10
1968—Dec. 3 10,286) 1,863] 2,125 3,008 18,099 14,526] 1,535 21 257 6,542 6,171 6821 1,433 9
1969—Dec. 10,771 1,564 2,030, 2,802 17,927 13,264 1,677 15 175 6,770 4,626 1,290 1,517 9
1970—Sept. 1,150 1,746/ 2,161| 2,788 18,849 13,764] 1,595 69| 380 6,017 5,703| 1,959 1,562 9
Oct. 10,735 1,925 2,175 3,040, 18,841| 13,399 1,301 791 250 5,921 5,848 2,253| 1,565 9
Nov, 10,921 1,839 2,316 2,981; 19,016/ 13,538 1,375 79| 250, 5,855 5,979 2,330: 1,580 9
Dec 11,214 2,105 2,427 3,074 19,892 15,041 1,930 49| 2821 6,663 6,117, 1,851 1,586 9
1971—Jan. 10,901| 2,208 2,421 2,981| 19,487 14,303 1,313 791 487 6,091: 6,333 1,969 1,591, 9
Feb 11,0000 2,048 2,431; 3,083 19,482 14,264] 1,451 S8 252 6,010 6,493 2,125 1,618 9
Mar, 11,345 2,179, 2,532 2,695 19,609 14,665 2,074 130| 168/ 5,598, 6,695 1,961 1,635 9
Apr 11,051 1,940, 2,735| 3,159 19,874| 15,048 1,326| 123| 414{ 6,415 6,770 2,304/ 1,622 9
May 11,293 1,677} 2,883 3,0l1) 19,741) 14,95(1 1,300] 143} 419) 6,18{) 6,908 2,180 1,616 9
June L7770 1,736 2,964 3,080 20,477 15,636 1,489 85 317 6,648 7,097| 2,359 1,637 9
July 11,724 1,565 2,839, 3,199 20,233 15,413 1,448 150] 277 6,389 7,149 2,489 1,634 9
Aug 12,1131 1,528 2,705 3,089 20,364 15,234 1,365 142; 380 5,997| 7,350 2,447 1,638 9
Sept 12,273 1,671 2,760i 2,756/ 20,438 15,571} 1 339 191 374/ 6,028 7,639 1,952 1,649 9
Other reserve city: 8.9 |
1941—Dec. 31....... 15,3471 7,105 6,467, 1,776' 8,518 24,430 22,313] 4,356 104] 491| 12,557 4,806)....... 1,967 351
1945—Dec. 31....... 40,108] 8,514| 29,552 2,042 11,286| S1,898 49,085 6,418 30| 8,221| 24,655 9,760 2| 2,566 359
1947—Dec. 31....... 36,0401 13,449| 20,196 2,396_ 13, 1 066) 49,659 46,467 5,627 22| 405 28,990 11,423 1| 2,844 353

1966—Dcc. 31 ..
1967—Dec. 30..
1968—Dec. 31

95,8311 69,464] 13,040 13,326. 24,228, 123,863 108,804 §,593) 233] 1,633( 49,004 49,341 1,952 9, 47( 169
105,724 73,571| 14.667| 17,487 26.867 136,626 120,485 9,374 310 I,715| 53,288' 55,798 2,555/ 10,032 163
119,006] 83,634| 15,036| 20,337 28.136| 151,957 132,305 10,181 307 1,884 57,4491 62,484) 4,239 10,684 161

1969-—Dec. 31 7..... 121,324)  90,896| 11,944| 18,484 29,954 157,512 126,232] 10,663 242| [,575| 58,923 54,829 9,881| 11,464 157
1970—Sept. 30....... 125,582 91,955 12,859 20,768| 27,368] 159,587 129,246] 8,992 628 3,082 53,139| 63,405| 9,019! 12,040| (56
Oct. 28....... 126,646] 91,973| 13,299| 21,374 25,157 158,316 127,238 9,032, 599 2,138 51,709| 63,760 9,380° 12,032 156
Nov.25....... 126,943 91,3011 13,789| 21,853 26,774| 160,182 129,249] 9,213  561| 1,977} 52,625 64,873| 9,711| 12,053 156
Dec. 31....... 133,718) 96,158) 14,700 22,860, 31,263) 171,733) 140,518] 11,317, 592 2,547] 59,328| 66, 1734 lO 391) 12,221 156
1971—Jan. 27....... 130,725 92,805| 14,490| 23,430| 26,930 164,214| 133,018] 8,875 675| 3,141| 52,463| 67,864 10,413| 12,234| 156
Feb. 24....... 131,751] 92,932 14,498/ 24,321( 26,701| 164,992( 133,375 9,169 G86| 2,262| 52,063 69,195} 10,014| 12,321 156
Mar. 31,...... 134,204 94,302| 14,636/ 25,266 29,361 170,513| 138,409 9,791 692! 1,592| 55,594 70,740| 11,044| 12,474 156
Apr. 28....... 134,119] 94,416/ 13,830 25,873 28,581| 169,509 136,752 9,036] 652 3,066/ 53,562| 70,436 11,889 12,502 156
May 26....... 134,2441 95,022 13,409{ 25,813 28,193 169,4200 137,136} 9,009] 714, 2,671 53,5190 71,223} 11,325 12 561 156
June 30....... 137,326] 97,061| 14,5521 25 713| 30,901| 175,607 142,776| 10,166/  735| 2,954] 57,622 71,299( 12,153 12,82() 156
July 28....... 136,792] 97,128| 13,487 26,177, 26,803} 170,828| 138,268 9,150 684| 1,999| 54,884 71,551( 11,822 12,785 156
Aug. 25....... 137,513] 98,538 13,132| 25,843 27,3411 172,142, 138,865 9,111 667| 3,366| 54,235| 71,486 12,375 12,854 156
Sept. 29....... 140,060 |00 339| 13,121 26,600! 27,832| 175,407| 140,334] 9.237| 846 2,982 54,557 72, 712 13,927 12,922 156
Country member: 8.9 | i
1941—Dec. 31 12,518  5,800| 4,377 2,250, 6,402 19,466 17,415 792 30| 225 10,109| 6,258 4 1,982 6,219
1945—Dec. 31 35,002| 5,596| 26,999 2,408] 10,632 46,059 43,418 1,207 17| 5,465| 24.,235| 12,494 11l 2,525 6,476
1947—Dec. 31 36,324] 10,199| 22,857] 3,268] 10,778] 47,553| 44,443 1,056 17| 432| 28,378 14,560 23| 2,934] 6,519
1966—Dec. 31,...... 109,518] 68,641 22,419| 18,458 19,004 131,338 117,749 2,392 69 1,474 56,672| 57,144 308| 10,309 5,958
1967—Decc. 30....... 122,511]  74,995( 24,689| 22,826 20,334| 146,052 131,156 2,766 96, 1,564| 61,161( 65,569 552/ 11,005/ 5,886
1968—Dec. 31....... 134,759 83,397 24,998 26,364| 22,664| 161,122( 144,682 2,839 111} 1,281 66,578| 73,873 804| 11,807 5,796
1969—Dec. 317...... 140,715] 92,147 21,278| 27,291] 23,928 169,078 148,007 3,152 84| 1,671| 67,930 75,170| 1,820 12,766 5,691
1970—Sept. 30. .... .. 146,519 95,398 21,030 30,001' 22,640| 174,262| 151,404 2,501| 84 2,441} 63,723| 82,565| 2,007 13,438/ 5,607
Oct, 28....... 147,728 95,679| 21,311( 30,738 21,606 174,556 151,062 2,572 81] 2,123 62, ,818° 83,468 2,350| 13,499| 5,604
Nov,25....... 149,0700 96,503| 21,570| 30,997| 22,516] 176,920, 153,125 2,652 81| 1,879 64 353 84,160 2,273| 13,572 5,596
Dec. 31....... 154, 1130} 99,404| 22,586( 32,140, 25,448 184,635 161,850{ 3,387 [35' 2,592 69,806 85,930, 1,836/ 13,807 5,589
1971--Jan. 27....... 152,818 97,686] 22,513| 32,619( 22,336( [80,086( 157,059 2,721 81| 2,316| 64,380| 87,561 2,178 13,676/ 5,584
Feb, 24....... 154,467] 98,374| 22,916 33,177 22,119| 181,664 158,145] 2,693 81| 2,337| 63,287, 89,747| 2,446 13,764 5,577
Mar. 31....... 156,551 99,673| 22,695| 34,183| 23,925 186,072 162,273 2,862 81 1,393| 65,677: 92,260 2,361{ 13,826 5,574
Apr. 28....... 158,579] 100,832| 22,618( 35,129 22,694 186,808 162,599 2,655 81( 2,085 64,958| 92,820 2,505| 13,932 5,570
May 26....... 160,056 101,757} 22,5081 35,791| 22,882} 188,553| 163,827] 2,680  135| 2,185| 64,975 93,8521 2,660l 13,970| 5,565
June 30....... 163,371] 103,449| 22,634 37,289 24,563| 193,374 168,852] 3,087 224! 2,512| 68,742 94,286] 2,656! 14,499 5,559
July 28....... 163,225 102,754| 22,955| 37,516 23,059 191,971| 167,088 2,776; 135| 2,281} 66,784 95,112 2,866 14,128 5,553
Aug, 25%, ..| 164,524 103,683| 22,884( 37,957, 22,946 193,200 168,067 2,775 135 2,597| 66,526 96,034/ 2,726| 14,153| 5,553
Sept. 292, 166 618] 105,257 22,863( 38, ,498| 23 519 196,222 170 060| 2, ,782| 224 2,730] 67 |36| 97,138| 3,146( 14,195 5 553

For notes see p. A-23,



A 22 COMMERCIAL BANKS « OCTOBER 1971

PRINCIPAL ASSETS AND LIABILITIES AND NUMBER, BY CLASS OF BANK—Continued

(Amounts in millions of dollars)

! i !
| [.oans and investments | Deposits .
|.. . - Total _ !
1 assels— |
Classification by - i Securities Total Interbank 3 Other |
FRS membership | e _.. Cash lia- I F __.___| Bor- | Total | Num-
and FDIC i | ,assets3 | bilitics row- |capital| ber
insurance | Total Loans and Total? Demand ings ac- " of
[ 1 U.S. | Other capital De- e Time ‘counts ! banks
Treas- 2 ac- mand | Time s
‘ ury counts4 (';Jojt Other ‘
- P | — - ke — - —
lm’zlu‘ned| banks: ‘ : ; , |
otal: :
1941—Dec, 31... 49,290 21,259 21,046 6,984| 25,788| 76,820 69,411 10,654 1,762 41,298| 15,699 10| 6,844 13,426
1945-.-Dec, 31..1 121,809 25,765 88,912 7,131; 34,292 157,544 147,775 13,883 23,740 80,276/ 29,876 2150 8,671 13,297
1947 ~Dec. 31,.1 114,274] 37,583 67,‘)4l| 8,750, 36,926| 152,733 141,851 12,615| 54/ 1,325 92,975 34,882 61| 9,734 13,398
1963--Idec, 20..' 252,579 155,261l 62,723 34,594 50,337, 3!0,730! 273,657 15,077, 443 6,712| 140,702 110,723, 3,571 25.277; 13,284
1964—Dec. 31..' 275,053 174,234: 62,499 38,320 59,911, 343,876° 305,113] 17,664 733 6,487| 154,043 126,185 2,580 27,377 13,486
1965—Dec. 31.. 303,593 200,109 59,120 44,364 60,327| 374,051| 330,323 18,149 923 5,508 159,659| 146,084| 4,325/ 29,827 13,540
) ! \
1966—Dec. 31.. 321,473 217,379| 55,788| 48,307 68,515/ 401,409! 351,438 19,497 Hﬂl| 4,975 166,689' 159,396| 4,717| 31,609 13,533
1967—Dec. 30.. 358,536 235,502! 62,094 60,941 77,348 448,878 394,118] 21,598] 1,258 5,219: 182,984 183,060° 5,531| 33,916/ 13,510
1968--Dec. 31.. 399,566 264,600 64,028 70,‘)38i 83,061 498,071 432,719 24,427| 1,155 5,000 198,535 203,602 8,675 36,530! 13,481
1969—June 307.. 408,620 283,199| 53,723 71,697 87,311| 513,960, 423,957 24,889 800/ 5,624 l92,357i 200,287| 14,450 38,321 13,464
Dec. 31..1 419,746] 294,638. 54,3991 70,709 89,090 527,598' 434, 138] 26,858 695 5,038) 207,311l 194,237, 18,024| 39,450 13,464
. | : |
1970—June 30.. 421,141| 294,963 51,248! 74,929, 84,885 526,484 431,094] 26,017 829 8,040, 191,752 204,456 18,215 41,159 13,478
Dec. 31.." 458,919] 312,006 61,438 85,475‘ 92,708| 572,682 479,174 30,233| 1,874 7,898 208,037 231,132 19,149 42,427 13,502
1971--June 30..| 478,302 321,575 59,991 96,735 95,181| 595,819| 501,283| 30,953 2,166| 8,391 205,736 254,036 22,297 44,816 13,547
National member: r
41—Dec. 31..i 27,571 11,725 12,039 3,806 14,977 43,433, 39,458 6,786 1,088 23,262, 8,322 4/ 3,640 5,117
1945—Dec. 31.. 69,312] 13,925 51,250° 4,137 20,144| 90,220 84,939 9,229 14,013 45,473| 16,224 78| 4,644 5,017
1947—Dec. 31.. 65,2800 21,428| 38,674 5,178 22,024 88,182 82,023] 8,375 35 795 53,541] 19,278 45 5,409 5,005
1963—Dec. 20..: 137,447 84,845 33,384 19,218 28,635 170,233' 150,823 8,863| 146 3,691 76,836 61,288) 1,704| 13,548 4,615
1964 --Dec, 31... 151,406] 96,688| 33,405. 21,312 34,064| 190,289, 169,615] 10,521 201 3,604 84,534] 70,746 1,109 15,048, 4,773
1965—Dec, 31..! 176,605 118,537 32,347 25,720 36,880| 219,744 193,860 12,064 458 3,284 92,533| 85,522 2,627, 17,434i 4,815
1966—Dec. 31..| 187,251] 129,182 30,355 27,713 41,690 235,996 206,456] 12,588 4371 3,035 96,755 93,642 3,120 18,45‘)' 4,799
1967--Decc. 30..| 208,971} 139,315 34,308 35,348 46,634| 263,375| 231,374 13,877. 6521 3,142 106,019 107.684! 3,478 19,730 4,758
1968 —Dcc. 31..| 236,130 15‘),257I 35,300 41,572 50,953| 296,594 257,884 15,117 657 3,090 116,422| 122,597, 5,923 21,524 4,716
1969—June 307.! 242,241] 170,834 29,481 41,927, 52,271; 305,800, 251,489 14,324 437 3,534| 113,134 120,060, 9,895| 22,628 4,700
Dec. 31.. 247,526 177,435 29,576 40,514! 54,721 313,927, 256,314] 16,299 361[ 3,049 121,719 114,885 12,279 23,248 4,668
1970-~June 30.. 247,862 176,376 28,191 43,295 51,942| 312,480 254,261| 14,947 393 5,066 113,296 120,559 13,051| 24,106 4,637
Dec. 31..! 271,760 187,554’ 34,203, 50,004 56,028 340,764 283,663| 18,051 982 4,740 122,298 137,592 13,100 24,868 4,620
1971—June 30.. 281,830y l‘)2,33‘)l 33,759 55,732 57,244, 352,807 294,025 16,575 l,44l| 5,118l 121,096 149,795| 15,629 25,999 4,598
: 1
State member: : I | ! | | |
1941—Dec, 31.. 15,9500 6,295 7,500 2,155 8,145 24,688 22,259 3,739 621 13,874 4,025 1 2,246/ 1,502
1945—Dec. 31.. 37,871 #,850; 27,089. 1,933 9,731 48,084 44,730 4,411 8,166! 24,168 7,986 130, 2,945 1,867
1947—Dec. 31..I_ 32,566 ll,200‘ 19,240 2,125 10,822, 43,879 40,505 3,978 (&3 38!| 27,068 9,062 9l 3,055 1,918
1963—Dec. 20.. 72,680 46,866 IS,()SBi 9,855 15,760, 91,235 78,553} 5,655, 236 2.295| 40,725! 29,642 1,795 7,506/ 1,497
1964—Dcc. 31..° 77,091} 51,002 15,312 10,777 18,673 98,852 86,10i74) 6,486, 453 2,234) 44,005 32,931 1,372 7,853 1,452
1965—Dcc. 31..| 74,972 51’262i 12,645 11,065 15,934 93,640 81,65 5.3‘)Oi 382 1,606 39,598 34,680 1,607 7,492 1,406
1966 —Dec. 31.." 177,377 54,560I 11,569, 11,247, 19,049, 99,504 85,5471 6,200 357 1,397, 41,464, 36,129' 1,498 7,819 1,351
1967—Dec. 30..| 85,1281 58,513 12,649 13,966, 22,312 111.188] 95.637] 6,934 516/ 1,489 45,961| 40,736 1,892 8,368/ 1,313
1968—Dcc. 31..| 89,894 61,965 12,581 15,348, 22,803‘ 116,885 98,467 8,402 404, 1,219 47,4.‘)8| 40,945 2,535 8,536 1,262
1969—June 307.' 88,346 64.0()7i 9,902 14,437 26,344 119,358 93,858] 9,773 285 1,341 45,152 37,307| 4,104 8,689 1,236
Dee. 31.. 90,088 65.560| 10,257 14,271 24,313 119,219, 94,445 9,541 248 1,065: 48,030 35,560 5,116 8,800 1,201
197v—June 30..: 88,404 64,439 ‘),133! 14,832 23,598: 117,209 91,967| 10,175 299 1,891 42,620 36,983 4,457| 9,078! 1,166
Dec. 31..‘ 94,760] 66,963 11,196 16,600 25,472I 125,460 101,512] 11,091 750 1,720 45,734 42,218 5,478 9,232 1,147
1971—June 30.." 96,939 67,726 10,279 18,934 27,499. 129,955‘ 107,484 13,389, 539 1,865 44,731 46,959 6,071| 9,823 1,138
Nonmember : : i | :
1941-—Dec. 31.. 5,776 3,241 1,509| 1,025 2,668 8,708 7,702 129 S3 4.l62! 3,360 6 959 6,810
1945——Dec. 31.., 14,639] 2,992 10,584 1,063 4.448| 19,256] 18,119 244 1,560, 10,635 5,680 7 1,08} 6,416
1947—Dec, 31..| 16,444 4,958 10,039 1,448 4,083 20,691 19,340 262 149 12,366, 6,558 7| 1,271‘ 6,478
|
1963—Dec. 20..| 42,464 23,550I 13,391 5,523 5,942 49,275 44,280 559, 61 726 23,140, 19,793 72 4,234 7,173
1964—Dec. 31..| 46,567 26,544 13,790° 6,233 7,174 54,747 49,389 658: 70, 649 25,5041 22,509 99 4,488 7,262
1965—Dec. 31..| 52,028 30,310, 14,137 7,581 7,513 60,679 54,806 695 83 618 27,528| 25,882 91 4,912) 7,320
1966—Decc. 31..; 56,857] 33,636, 13,873 9,349 7,777{ 65,921| 59,43 709 87, 543 28,471 29,625 ‘)9{ 5,342’ 7,384
1967—Decc. 30.." 64,4491 37,675 15,146| 11,629| 8,403 74,328 67,10 786 89 588 31,004 34,640 162! 5,830, 7,440
1968—Dec. 31..) 73,553} 43,378 16,155 14,020| 9.305I 84,605 76,368 908 94 691 34,615 40,060 217 6,482 7,504
1969—June 307.| 78,032 48,358 14,341 15,333 8,696 88,802 78,61 791 78 749 34,070 42,921 451| 7,004/ 7,528
Dec. 31.. 82,133 51,643 14,565 15,925 10,056 94,453| 83,3801 1,017 85 924| 37,561 43,792 629 7,403 7,595
1970—June 30..| 84,875 54,149 l3,924i 16,802) 9,346 96,794| 84,865 894 137, 1,083 35,8371 46,913 708 7,975 17,675
Dec. 31..| 92,399 57,489 16,039, 18,871| 11,208 106,457 93,998f 1,091 141 1,438/ 40,005 51,322 571" 8,326 7,735
1971—June 30..| 99,532 61,509 15,953 22,070 10,439; 113,058 99,77 989 186; 1,409 39,908 57,283 597, 8,993, 7,811
i I | | | | | !

For notes sec p. A-23.



OCTOBER 1971 - COMMERCIAL BANKS
PRINCIPAL ASSETS AND LIABILITIES AND NUMBER, BY CLASS OF BANK—Continued

(Amounts in millions of dollars)

A 23

L.oans and investments . Deposits '
| . CTotal | _ . e
: assets~ -
C'lassification by ' Securitics * Total Interbank3 Other . 1
FRS membership i —____ Cash | lia- . el Bor- I‘()!a' Num-
and FDIC . i assets? | bilities row- Cn:é“" l:::tr
insurance ; Total l.oiln.\ o ! c:y?i(tjul Total} | . T ,  Demand _ ings | oints  banks
| - Treas- t;wr ac- mand ime .~ :JS__ ; Tlrsnc
toury .counts .
i \ Govt. Other
Noninsured .
nonmember:
1941—~Dec. 31.... .. 1,457 455 761 241 763 2,283 1,872 329 1,291 253 13 329: 852
1945—Dec. I1...... 2,211 38 1,693 200 514 2,768 2,452 181 1,905 365 4 279 714
1947—Dec. 316..... 2,009 474 1,280 255 576 2,643| 2,251 l77l 185; 18 1,392 478 4 325 783
1963 —Dcc. 20 1,57t 745 463 362 374 2,029 1.463 190 83: 17! 832 341 93 389 285
1964-—Dec. 31. 2,312 1,355 483 474 578 3,033 2,057 273: 86" 23 1,141 534 99 406 274
1965—Dec. 31 2,455F 1,549 418, 489 572; 3,200 2,113 2717 85 17| 1,121 612 147 434 263
(967—Dec. 30...... 2,638 1,735 3701 533 S7T91 3 ‘4()4: 2,172 285, 58 15| 1,081 733 246 457 211
1968 —Dec. 31...... ¢ 2,901 1,875 429 597 691 3,789 2,519 319i 56 10| 1,366° 767 224 464 197
1969 ~June 307.....| 2,809] 1,800 321 688 898 3,942 2,556 298 81 [5| 1,430 731 290 502 209
Dcc. 31...... 2,9821 2,041 310 632 895 4,198/ 2,570 316 41 16/ 1,559 638 336, 528 197
1970—June 30...... © 3,043 2,073 321 650 746 4,140 2,280 321 69 36| 1,247 06| 331 549 193
Dec. 31...... 3,079 2,132 304 642 934| 4,365! 2,570 375. 101 40| 1,298 756 226 532 184
1 ! .
1971—June 30....." 2,968 2’.,057i 263 648! 960 4,356 2,480 360 4lI 20| 1,182 877 250 495. 182
1 | .
Total nonmember: ; i .
1941 —Dec. 31...... 7,233) 3,696 2,270 (,266] 3,431| 10,992 9,573 457 5,504 3,613 {8 1,288( 7,662
1945—Dec. 31...... ©16,849F 3,310 12,277 1,262 4,962| 22,024 20,571 425 14,101 6,045 1 1,362( 7,130
1947—Dec. 31...... 18,454 5'432i £1,318 1,703 4.659| 23,334| 21,591 439 190 167, 13,758 7,036 12| 1,596| 7,261
1963—Dec. 20...... 44,035 24,2")5| 13,854 5,885 6,316| 50,304| 45,743 749 144 743| 23,972 20,134 165 4,623 7,458
1964—Decc. 31...... 48,879| 27,899| 14,273 6,707 7,752| 57,780| 51,447 930 156, 672| 26,645 23,043 198| 4,894| 7,536
1965—Dec. 31...... 54,483} 31,858| 14,555 8,070 8,085 63,879 56,919 ‘)72[ 168, 635 28,649 26,495 238| 5,345 7,583
1967—Dec. 30...... 67,087| 39,409 15,516 12,162 8,983 77,732( 69,279 ,071 147 603| 32,085 35,3721 408 6,286| 7,651
1968—Dec. 31...... 76,454| 45,253| 16,585 14,617 9,997! 88,394| 78,887] 1,227 150 701| 35,981 40,827; 441 6,945 7,701
i
1969-—June 307.....| 80,841] 50,159 14,662 16,021| 9,594| 92,743| 81,166] 1,090 160 765| 35,500 43,652 41 7,506 7,737
Dece. 30, .. 85,115) 53,683| 14,875 16,556( 10,950! 98,651 85,949] 1,333 126| 940| 39,120 44,430 965. 7,931 7,792
1970—June 30...... 87,919] 56,222: 14,245 17,452| 10,092:100,934| 87,145 1,215 207\ (,119| 37,084 47,520| 1,038| 8,523 7,868
Dee. 31...... ; 95,4781 59,621 16,342 19,514 12,143°110,822| 96,568} 1,466 243) 1,478) 41,303 52,078 796] 8,858/ 7,919
1971—June 30..... 'l02,500 63,566 16,216 22,718} 1,398 117,414 102,254 1,348 2271 1,429 4l,09li 58,160 847| 9,489 7,993
; ! ! i

1 Beginning June 30, 1966, loans to farmers directly guarantced by
CCC were reclassified as sceurities, and Export-Import Bank porttolio
fund participations were reclassificd from loans to sccurities. This reduced
Total loans and increased “Other securitics’” by about $1 bilfion. Total
loans include Federal funds sold, and beginning with June 1967 sccurities
purchased under resale agreements, figures for which are included in
“Federal funds sold, etc,,”” on p. A-24

Beginning June 30, 1971, Farmers Home Administration notes are
classified as “Other securities” rather than “Loans.” As a result of this
change, approximately $700 million was transferred to “Other securities’
for the period ending June 30, 1971, for all commercial banks.

See also table (and notes) at the bottom of p. A-32.

2 Sce first two paragraphs of note 1.

3 Reciprocal balances excluded beginning with 1942,

4 Includes items not shown separately. Sce also note 1.

5 Sce last paragraph of note 1.

¢ Beginning with Dec. 31, 1947, the scries was revised; for deseription,
sce note 4, p. 587, May 1964 BULLETIN.

7 Figure takes into account the following changes beginning June 30,
1969: (1) inclusion of consolidated reports (including figures for all bank-
premises subsidiaries and other significant majority-owned domestic
subsidiaries) and (2) reporting of figures for total loans and for individual
categories of securities on a gross basis—that is, before deduction of
valuation reserves—rather than net as previously reported,

8 Regarding reclassification as a reserve city, see Aug, 1962 BULLETIN,
p. 993. For various changes between reserve city and country status in
196063, sce note 6, p. 587, May [964 BULLETIN.

9 Beginning Jan. 4, 1968, a country bank with deposits of $32{ million
was reclassified as a reserve city bank. Beginning Feb, 29, 1968, a reserve
city bank in Chicago with total deposits of $190 million was reclassified as
a country bank.

Nove,—Data are for all commercial banks in the United States (includ-
ing Alaska and Hawaii, beginning with 1959). Commercial banks represent
all commercial banks, both member and nonmember; stock savings
banks; and nondeposit trust companies.

For the period Junc 1941-June 1962 member banks include mutual
savings banks as follows: three before Jan, 1960; two through Dec. 1960,
and one through June 1962, Those banks arc not included in insured
commercial banks.

Beginning June 30, 1969, commercial banks and member banks exclude
a small national bank in the Virgin Islands; also, member banks exclude,
and noninsured commercial banks include, through June 30, 1970, a small
member bank engaged exclusively in trust business.

Comparability of figures for classes of banks is affected somewhat by
changes in F.R. membership, deposit insurance status, and the reserve
classifications of cities and individual banks, and by mergers, etc.

Data for national bunks for Dec. 31, 1965, have been adjusted to make
them comparable with State bank data.

Figures are partly estimated except on call dates.

For revisions in series before June 30, 1947, sce July 1947 BuLLETIN,
pp. 870 7L,



A 24 COMMERCIAL BANKS o OCTOBER 1971
LOANS AND INVESTMENTS BY CLASS OF BANK
(In millions of dollars)
'I Other loans 1 Investments
For
. To U.S. Treasury
Total | Fed. g;‘g}?sﬁg financial securities 6
Class of loans! | eral Com- . securityiesg institutions Other, State
bank and and | funds mer~ | Agri- Real to — .| and Oth
call date invest- | sold, | Total | cial | cul- es- in- [Other| local er
ments | etc,2 | 3.4 | and | tur- | To tate | di- 5 govt, [ €U
- fals ll:ro- . vi‘i-3 Bilgs secu- |ities
us- ers ] uals an ;| rities
trial and lothers Banks|Others Total certifi- Notes | Bonds
deal- cates
ers
Total:2
1947—Dec. 31..]116,284}]...... 38,057|18,167|1,660{ 830|1,220| 115|......| 9,393] 5,723 947(69,221| 9,982| 6,034/53,205( 5,276]3,729
1969—Dec. 3110/422,728] 9,9281286,750/108,443 (10,320|5,739(4,027| 2,488|15,062|70,020|63,256(7,388|54,709 59,183(12,158
1970—Dec. 31..461,998]16,241[297,897(112,486:11,155|6,33213,536| 2,660(15,855(72,492(65,807|7,574|61,742]|. .. 69,637|16,481
1971—June 30.(481,270}15,663|307,969(114,362:12,226|5,634|3 493 2,844(16,958(75,777|69,149(7,527]60,254 77,994(19,389
All insured:
1941—Dec. 31..| 49,290]......| 21,259] 9,214|1,450| 614| 662 4,773 4,505 |21,046] 988| 3,159/16,899| 3,651(3,333
1945—Dec. 31..1121,809]...... 25,765 9,461(1,314(3,164(3,606 4,677| 2,361(1,132(88,912[21,526(16,045|51,342{ 3,873(3,258
1947—Dec. 31.. ll4 274)...... 37,583(18, ‘ol12 1,610/ 823|1,190 9,266| 5,654 914|67,941] 9,676| 5,918]52,347( 5,129|3,621
1969—Dec. 31101419 ,746] 9,693(284,9451107,68510,31415,644(3,9911 2,425/14 ,890(69,669(63,008]7,319(54,399}. .. ...} ......|...... 58,840)11,869
1970—Dec. 31..|458,919]15,942{296,064|111,540(11,141(6,207(3,516| 2,581|15,713|72,302(65,55617,507(61,438|......|......[...... 69,301 (16,174
1971—June 30.|478,302115,381{306,194(113,411(12,211|5,555|3,480| 2,718[16,825(75,615|68,942{7,437|59,991]......|......[...... 77,687(19,048
Member—Total:
1941—Dec. 31..| 43,521]...... 18,021| 8,671} 972| 594| 598 3,494 3,653 19,539 9711 ,007(15,561| 3,090|2,871
1945—Dec. 31..[107,183}. ... .. 22,775| 8,949| 855|3,133(3,378 3,455 1,900(1,057(78,338|19,260.14,271|44,807| 3,254|2,815
1947—Dec. 31..| 97,846]...... 32,628(16,962(1,046 811(1,065 7,130| 4,662 839|57,914] 7,80 ,815|45,295| 4,199(3,105
1969—Dec. 3110[337,613] 7,356/|235,639{96,095|6,187(5,408(3,286| 2,258(14,035|53,207|48,388(6,776(39,833]......|......0...... 47,227,558
1970—Dec. 31, .(366,520]12, 677241,840 97,954|6,538|5,963|3,028| 2,345|14, ,688 54,60049,829(6,895(45,399]......[.........o00 55,662110,942
1971—June 30.[378,769}12, »026[248,040(98, 573|7, 0945 333(3,024| 2,496]15, *7170(56.,934/52,037 6,777(44,038]......|......1.... .. 61,963(12,702
New York City:
1941—Dec. 31.. 4,072 2,807 123 522 7,265 3| 1,623 5,331 729| 830
1945—Dec. 31.. 7,334| 3,044 80 287] 272|17,574] 3,910| 3,325110,339] 606 629
1947—Dec. 31.. ,179] 5,361 m 564 238(11,972] 1,642| 55 ,772| 638 604
1969—Dec. 3110 60,333] 802| 47,503;28,189 3,835 3,595{1,807| 5,048]......[......|[...... 6,192{ 1788
1970—Dec. 31..| 62,347 774| 46,386{27,189 3,883] 3,907(1,622f 6,009]......[......[...... 7,757(1,420
1971 —June 30.| 61,059 996 46,247|26,948 4,202( 3,916|1,385) 5,116)......0......0. ... .. ,298(1,401
Clty of Chicago:
1941—Dec. 31.. 954 732 22 95 1,430 256 1531 1,022 182 193
1945—Dec. 31, 1,333] 760 36 51 40( 4,213| 1,600 749| 1,864] 181| 204
1947—Dec. 31.. 11801| 1,418 46| 149 26| 2,890] 367| 248| 2,274] 213} 185
1969—Nec. 3110 14,365 215 10,556| 6,444 192
1970—Dec. 31 ..} 15,745 475| 10,739 6,502 372
1971—June 30. 16, 4717 612 11,164| 6,515 384
Other reserve city:
941—Dec. 31..| 15,347]...... 7,105| 3,456| 300 114| 194 4l...... 1,527 1,508 6,467 295 7511 5,421 956 820
1945—Dec. 31..| 40,108]...... 8,514| 3,661| 205 427(1,503 170...... 1 ,459|  855| 387(29,552| 8,016 5 653 15 883| 1,126| 916
1947—Dec. 31..| 36,040}......| 13, 449 7,088 225| 170| 484 15...... 3,147) 1,969 351 20 196] 2,731 901 15, '563 1,342(1,053
1969—Dec. 3110/121,628¢ 3,021 88,180(37,701|1,386 878]|1,300 876| 6,006{19,706(17,569(2,757(11,944]......|......[...... 16,625(1,859
1970—Dec. 31..|133,861] 6,007] 90,293|38,627(1,428| 909|1,322| 798 7,015|19,848|17,322|3,024|14,700......|......]|. veeed119,77113,089
1971—June 30.{137,451} 5,010{ 92,176/38,189]1,601| 786(1,419 893! 7,517/20,722{17,929(3,120/14, 552 .................. 22 4093, 304
Country:
1941—Dec. 31..] 12,518]...... 5,890( 1,676 659 20| 183 b1 1,823 1,528 4,377| 110 481| 3,787| 1,222|1,028
1945—Dec, 31..{ 35,002 ... " 5,596| 1,484| 648 42| 471 4. ... 1,881 707, 359(26,999| 5,732| 4,544|16,722| 1,342|1,067
1947—Dec,3l.. 36,324|...... 10 199| 3,096] 818 23| 227 L] PN 3,827] 1,979 224)22,857| 3,063( 2,108|17,687| 2 006 1,262
1969—Dec. 3110|141,286] 3,318| 89,401|23,762:4,739| 498 947 148| 2,263(28,824/|26,362|1,858(|21,278 22,572/4,718
1970—Dec. 31..|154,568] 5,420( 94,421!25,637,5,052| 524 828 239( 2,648)|30,005]27,585/1,903(22,586 |26,079(6,062
1971 —June 30.(163,782] 5,407| 98,452,26,922|5,433| 352 723| 279| 2,577(31,148(29,113|1,905(22,634 29,675|7,614
Nonmember:
1947—Dec. 31..| 18,454|...... 5,432] 1,205 614 20| 156 20, 2,266 1,061| 109(t1,318[ 2,179| 1,219| 7,920| 1,073| 625
1969—Dec. 3110 85,115] 2,572 51,111|12,348|4,141; 329 741 2311 1,028(|16,813(14,868 612(14,875]......|......|[...... 11,956(4,600
1970—Dec. 31..| 95,478] 3,564 56,058|14,532|4,617] 369| 507| 316| 1,168(17,891(15,978| 679(16,342]......|......[...... 13,97515,538
1971—June 30.(102,500] 3,638| 59,929(15,789|5,131! 301| 468 348| 1,187(18,843(17,112] 749|16,216]......[......]...... 16 031]6,687

1 Beginning with June 30, 1948, figures for various loan items are
shown gross (i.e., before deduction of valuation reserves); they do not
add to the total and are not entirely comparable with prior figures. Total
loans continue to be shown net. See also note 10.

2 Includes securities purchased under resale agreements. Prior to June 30,
1967, they were included in loans—for the most part in loans to *‘Banks,"”
Prior to Dec. 1965, Federnl funds sold were included with “Total” loans
and loans to “Banks.”

3 See table (and notes), Deposits Accumulated for Payment of Personal
Loans, p. A-32.

4 Breakdowns of loan, investment, and deposit classifications are not
available before 1947; summary figures for 1941 and 1945 appear in the
table on pp. A-20—A-

5 Beginning with June 30, 1966, loans to farmers directly guaranteed
by CCC were reclassified as “Other securities," and Export-Import Bank
portfolio fund participations were reclassiﬁed from loans to *“Other
securities,”" This increased “Other securities’* by about $! billion,

6 Beginning with Dec, 31, 1965, components shown at par rather than
at book value; they do not add to 'the total (shown at book value) and are
not entirely compurable with prior figures. See also note 10,

For other notes see opposite page.



OCTOBER 1971 - COMMERCIAL BANKS A 25
RESERVES AND LIABILITIES BY CLASS OF BANK
(In millions of dollars)
Demand deposits | Time deposits
Re- | ¢ e De-d Interbank o Certi o . A Capi
Class of serves | SUI- | ances | man nterban orti- U.S. : Bor- | L8P
bank and with '::gy ‘zgh pg:i.!s State f.if,g Govt. | State row- “:“:l_
call date Bl::{ks coin | mestic | ad- clijofl 1?)231 ofli- IPC I.;‘;:L‘ l;‘:s‘:” ]g'ég‘ IPC3 | 085 counts
banks? |justed8| Do- | For- | govt cers’ Sav- | govt |
mestic?| eign? | BOVL | checks, s govt.
etc. 8
Total:3
1947—Dec. 31....| 17,796| 2,216} 10,216( 87,123| 11,362| 1,430( 1,343| 6,799 2,581] 84,987 240 111 866| 34,383 65/10,059
1969—Dec. 3119, .| 21,449] 7,320 20,314|172,079] 24,553| 2,620 5,054 17,558| 11,899; 179,413 735 211{13,221|181,443'18,360(39,978
1970—Dec. 31....| 23,319| 7,046 23,136]173,912| 27.442| 3.166| 7,938| 17,763 8,540 183,032 1,975 463{23,225(208,201 19,375(42,958
1971—June 30... 24 066| 7,634] 21,546|168,263| 28,699 2,614| 8,412| 17,276| 11,949, 177,692 2 207 517(26,221|228,176 22,547|45,311
All insured:
1941—Dec, 31....| 12,396| 1,358 8,570| 37,845 9,823] 673| 1,762| 3,677) 1,077} 36,544| 158 59| 492( 15,146/ 10| 6,844
1945—Dec. 31....] 15.810| 1,829 11,075| 74.722| 12,566 1,248(23,740| 5,098 2.585| 72,593 70] 103] 496| 29,277| 215| 8,671
1947—Dec. 31....| 17,796| 2.145| 9.736| 85,751 11,236| 1.379| 1,325 6,692 2,559 83,723 54| 111y 826| 33,946, 61| 9,734
1969—Dec. 3110, .| 21,449| 7,292( 19,528(|170,280| 24,386( 2,471| 5,038| 17,434 ll ,476| 178,401 695 211(13,166|180,860|18,024(39,450
1970—Dec. 31....| 23,319 7,028 22,332|172,351| 27,235| 2,998| 7,898| 17,636{ 8,352| 182,048| 1,874, 462(23,150(207,519(19,149 42,427
1971—June 30... 24 066 7,610 20,748/168,860 28 519| 2,434 8,392| 17,185 1t 716 176,815 2,166 517(26,132|227,387/22,297 44,816
Member—Total:
1941—Dec. 31.... 2 1,009 33,061 140 50| 418| 11,878 4| 5,886
1945—Dec, 31. 1 2,450 62,950 64 9 3991 23,712 208} 7,589
1947—Dec. 31. 2 2.401| 72,704 50| 105 693| 27,542 54 8,464
1969—Dec. 3110, ,| 21,449 5,676| 11,931(133,435] 23,441( 2,399| 4,114( 13,274| 10,483| 145,992 609 186| 9,951(140,308 17,305(32,047
1970—Dec. 31....| 23,319| 5,445 13,744|133,169| 26,260| 2,882 6,460| 13,250 7,309] 147,473| 1,733 406(18,406|160,998.18,578|34,100
1971—June 30...| 24, 1066 5,870 12,971|127,670| 27,605| 2,360| 6,983] 12, '953 10,654] 142,220| 1 980 462|20,534(175,757:21,700(35,822
New York Clty:
1941—Dec. 31.... 93 141| 10,761| 3,595| 607 866 319 450| 11,282 6f...... 29 778(..... 1,648
1945—Dec. 31. 111 78| 15,065 3,535( 1,105] 6,940 2371 1,338; 15,712 17 10 20| 1,206 195| 2,120
1947—Dec. 31.... 15t 70| 16,6531 3,236 1,217; 267 290 1,105} 17,646 12 12 14; 1,418 30; 2,259
1969—Dec. 3110,.] 4,358 463 455 21,316/ 8,708| 1,641 694 1,168 6,605 28,354. 268 45| 207| 14,692/4,405/ 6,30t
1970—Dec. 31....| 4,683 436| 1,308| 19,770| 10,283( 2,225 1,039 1,17t| 3,286 27,779 956 71] 1,464 18,913|4,500 6,486
1971—June 30...| 4,716] 466/ 1,193| IS5, 1264 13,504 1,717 1,199 789 6,032| 25,9941 937 68| 1,896| 21,572:4,531) 6,860
Clty of Chicago: l
1941—Dec. 31. 1,021 43 298| 2,215 1,027 8 127 233 34 288
1945—Dec, 31. 942 36| 200) 3,153} 1,292 20| 1,552 237 66 317
1947—Dec. 31....| 1,070 30 175 3,737} 1,196 21 72 285 63 ) 426
1969—Dec. 3110, 869 123 150 s5,221| 1,581 9| 175 268 229 4,409,1,290| 1,517
1970—Dec. 31....] 1,148 126 1601 5,120 1,853 77 282 240 210 5,549 1,851} 1,586
1971—June 30... 991 126] 247 5,044 1,439 51 318 352 211 6,3532,359] 1,636
Other reserve city: '
1941—Dec. 31, 2,590| 11,117| 4,302 54| 491 1,144 286 11,127 104 201 243 4,542|..... 1,967
1945—Dec. 31 . 2.174] 22)372| 6.307| 110] 8,221{ 1,763 sL1| 22281 30 38| 160] 9.563 2| 2,566
1947—Dec. 31. 2,125| 25,714| 5,497 131 405 2,282 705 26,003 22 45 332| 11,045 11 2,844
1969—Dec. 3l10 3,456( 44,169| 10,072 590| 1,575 3,934| 1,928 53,062 242 86: 4,609/ 50,439(9,881)11,464
1970—Dec. 31.... 3,731| 44,093| 10,805 512| 2,547 3,793 2,035 53,499 592 222. 8,489| 58,165(10,391|12,221
1971—June 30.,. 10,394| 1,822} 4,069| 43,872 9,631 535| 2,954 3,716| 2,455| 51,451 735 249} 8 863| 62,312(12,163/12,826
Country: !
1941 —Dec. 2,210 526| 3,216] 9,66l 790 2 2251 1,370 239 8,500 30 31 146( 6,082 4| 1,982
1945—Dec. 4,527|  796| 4,665] 23,595 1,199 8| 5,465 2,004 435 21,797 17 52 219| 12,224 11} 2,525
1947—Dec. 4,993  929| 3,900| 27,424| 1,049 7 2,647 528 25,203 17 45|  337| 14,1777 23} 2,934
1969—Dec. 3110, . 7,179| 3,302 7,870| 62,729 3,080 72| 1,671 7,905( 1,721| 58,304 84 54| 4,920| 70,768{1,820(12,766
1970—Dec. 31....| 7,778| 3,135 8,544} 64,185 3,319 68| 2,592| 8,045 1,779| 59,982 135 112| 7,885| 78,370|1,836(13,807
1971—June 30...| 7,964| 3,455 7,461] 63,490 3,031 56| 2,513| 8,095 1,956] 58,691 223 143| 9,033| 85,521|2,656|14,499
Noumember:3
1947—Dec. 31. 544| 3,947| 13,595 ass 55| 167] 1,295 180] 12,284 190 6| 172 6,858I 12| 1,596
1969—Dec. 3110, [....... 1,644| 8,383| 38,644 1,112 2221 9401 4,284| 1,416| 33,420 126 25| 3,269 41,135 965| 7,931
1970—Dec. 31....}.......| 1,602| 9,392 40,743 1,182| 284| 1,478| 4,513| 1,230/ 135,560 243 57| 4,819 47,200 796| 8,858
1971—June 30.,.[....... 1,765 8,576| 40,593| 1,094 254 1,429| 4,323 1,295 35,472 227 55| 5,688 52,419 847 9,489

7 Beginning with 1942, excludes reciprocal bank balances.

8 Through 1960 demand deposits other than interbank and U.S.
Govt., less cash items in process of collection; beginning with 1961
demand deposits other than domestic commercial interbank and U.S
Govt,, less cash items in process of collection.

9 For reclassification of certain deposits in 1961, see note 6, p. 589,
May 1964 BULLETIN,

10 Beginning Tune 30, 1969, reflects (1) inclusion of consolidated reports
(including figures for all bank-prcmlscs subsidiaries and other significant
majority-owned domestic subsidiaries) and (2) reporting of figures for
total loans and for individual categories of securities on a gross basis—that
is, before deduction of valuation reserves. See also notes I and 6.

Note.—Data are for all commercial banks in the United States; member
banks in U.S. possessions were included through 1968 and then excluded,

For the period June 1941—June 1962 member banks include mutual
savings banks as follows: three before Jan. 1960, two through Dec. 1960,
and one through June 1962, Those banks are not ‘included in all insured or
total banks.

A small noninsured member bank engaged exclusively in trust business
is treated as a noninsured bank and not as a member bank for the period
June 30, 1969—June 30, 1970.

Comparability of figures for classes of banks is affected somewhat by
changes in F.R, membership, deposit insurance status, and the reserve
classifications of cities and individual banks, and by mergers, etc.

For other notes see opposite page,



A 26 WEEKLY REPORTING BANKS o OCTOBER 1971
ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS
(In millions of dollars)
Loans
Federal funds sold, cte. 1 Other
To brokers For purchasing
and dealers or carrying securities
Total involving— — o To nonbank
 loans — - finan.
Wednesday + and | Com- To brokers To institutions
invest- To | mer- and dealers others
ments com- To cial R I, —
mer- U.S. i others | Total and | |
cial } Treus- . Other indus- Pers
banks | ury se- trial U.S. U.5. and
se- curi- Treas- | Other | Treas- Other | sales
curi- ties ury secs, ury secs. | finan. | Other
ties secs, secs. cos.,
etc,
Large banks—- i |
Total : : . |
1970 ‘ J ,
Sept. 2., 243,357 6,266] 1,036 227 15| 172,264] 79,504 746, 3,086 103 2,299 7,148| 5,889
[ 243,880 6,175) 1,106 175 166" 172,695] 79,716 927 2,756 105° 2,309 7,193| 5,851
16,........ 247,051 6,089] 1,777 207 119. 174,203] 80,822 835 3,061 105 2,322| 7,280 5,855
23, 243,899 5,300 662 239 121, 173,426] 80,794 721" 2,833 102 2,316] 6,897 5,894
30......... i 245,838 4,937] 1,160 255 194| 174,441| 81,154 554 3,104 104; 2,329} 7,272 5,957
. ; |
Aug. 265,456 8,267 409 13 140 181,720] 81,807| 2,154 482 4,074 148| 2,414, 7,099| 6,959
264,831 8,12 386 17 68| 181,677] 81,634/ 2,150 613 3,791 149: 2,405 7,192 7,027
. 266,409J 8,08) 504 66 172; 183,621] 82,522| 2,138 724; 3,907 118 2.411; 6,793 7,123
266,428| 7,699 679 64 l58; 183,877] 82,588| 2,135 780| 3,951 H‘)I 2,434: 6,619 7,012
Sept. 17........ 268,905 8,435 708 120 156- 185,236| 82,951| 2,130 665 4,493 136; 2,421, 6,845 7,121
8 ... 268,925 8,629 861 ki3 136! 184,761 82,925 2,111, 661 4,207 124 2,414 6,592 7,094
IS, ... 274,553 9,542] 1,798 64 181! 187,156] 83,854| 2,115° 1,096. 4,567 174 2,428. 6,824 7,215
250, ... 270,699 8,225] 1,036 63 137] 186,049 83,874 2,107 822i 4,296 144. 2,429. 6,279 7,195
290, ., 271,389 8,962 800 61 129| 186,246] 83,741] 2,106 7091 4,472 1291 2,434 6,305| 7,243
New York City ’ ]
! ' i
1970 i i i
Sept, 2......... 55,554 1,358 25 10 34| 42,101] 25,712 504. 2,017 14 680| 2,209: 1,503
[ J 55,296 864 24|....... 40| 42,372] 25,933 667, 1,720 15; 679 2,267. 1,493
16......... ' 56,521 930, 20 10 59| 43,099] 26,522 611 1,913 131 676| 2,206 1,457
23,0 55,421 960f. ... i 15| 42,453 26 434 534 1,744 13 674, 2,008 1,500
30,........ 55,779 514 20g ....... 3 43 131 26 715 454 1,993 14 66‘)I 2,243 1,532
1971 \ ' .
| . :
Aug. 34| 43,300{ 25,608 380| 2,841: 21 579 2,238 1,590
3‘ 43,221} 25,617 508| 2,485 20. 575 2,317 1,624
6, 44,050} 25,965 581 2,526! 20: 578| 2,113 1,646
19. 44,068] 26,087 625 2,645! 22'I 583 2,030 1,561
Sept. 5 44,799] 26,304 555 3,071 22. 579 2,204 1,583
20 44,551] 26,335 558 2,856 22 581 2,015 1,607
19 45,750 26,685 927( 3,078 23 595. 2,169} 1,620
13| 44,879] 26,612, 656 2,911 23, 592 ,878| 1,606
12| 44,855] 26,433 560 3,037 26i 594| 1,924| 1,643
Qutside H !
New York City
1970
Sept. 2,000 187,803 4,908] 1,011 217 81| 130,163 53,792 242| 1,069 89 1,619| 4,939 4,386
Goreienns 188,584 5,311 1,082 175 126| 130,323 53,783 260| 1,036 90| 1,630 4,926/ 4,358
16......... 190,530 5,159 1,757 197 60| 131,104] 54,300 224| 1,148 92 1,646| 5,074| 4,398
23,0000 188,478 4,340 662 239 106 130,973 54,360 187 1,089 89| 1,642 4,889 4,394
30........ 190,059 4,423] 1,140 255; 163] 131,310] 54,439 tool 1,111 90| 1,660 5,029| 4,425
1971 |
208,394 7,049 294 13 106| 138,420} 56,199 39| 102 1,233 127| 1,835] 4,861 5,369
208,207 6,995 355 17 65| 138,456] 56,017 34 105| 1,306 129 1,830¢ 4,875: 5,403
209,074 6,930 469 66 166| 139,571] 56,557 21 143| 1,381 98 1,833 4,680 5,477
209,225 6,846 667 64 139| 139,809] 56,501 18, 155 1,306 97! 1,851| 4,589 5,451
Sept. 1r........ 210,588 7,227 704 120 151] 140,437| 56,647 l3! 110| 1,422 [14: 1,842 4,641, 5,538
80, ... 210,89 7,393 856 38 116 l40 210] 56,590 92 103| 1,351 102 1,833| 4,577 5,487
150, 0000 .| 214,645 8,29 1,772 64 162| 141 406 57,169 94. 169| 1,489 1511 1,833| 4,655 5,595
22 212,196 7,079 996 50 124| 141, ,170] 57,262 87 166| 1,385 121, 1,837 4,401 5,589
290, . .| 213, 1056 7,835 767 61 117] 141, 1391 57,308 2| 149| 1,435 103| 1,840 4,381| 5,600

For notes see p. A-30,
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ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS—Continued

(In millions of dollars)

Loans (cont.) Investments

Other (cont.)

U.S. Treasury sccurities

- | !
To commercial : Notes and bonds
banks I maturing— |
, | ! Wednesday
Con- |
Real sumer Jor- All . Certif-
estate instal- eign other Total Bills | icates
Do- For- ment govts,? Within 1 to After
mes- eign ! [ 5 yrs. 5 yrs,
tic | :
| | -
P e i e o - - T
. | | | Large banks
i ! ! Total
' - 1970
33,743 402 1,374 21,117 908 13,917I 24,764 3,605, 14,806 k \
33,771 362 1,482 21,128 958 (4,111 24,710 35611 14,761
33,876 417 1,415 21,130 966  14,106: 24,625 3,545| 14,726’ :
33,918 409° 1,512 21195 935 [3.874| 24,402 3,564 14,691
33,939 424 1,428 21.250 ‘)2(): 13,990| 24,793 3,570  14,648:
36,210 569| 1,849 22,843 802| 14,310, 25,183 3,556| 14,929
36,367 587 1,964 22,876 810" 14,1120 25,031 3,593 14,882
36,512 792 2,664| 22925 821, 14,171 25,007 3,350| 15,838
36,645 814I 2,795 23,002 824 14,159 24,960 3,367 15,859
36,727 877 2,508! 23,095 812: 14,455 24,934 3,387 16,014
36,815 900 2,603 23,103 8§08 14,404 25,085 3.422| 16,024
36,993 877,  2,629] 23,155 832" 14,397 25,278 3,694 15,698
37,107 857 2,657, 23,186 838 14,258 25,217 3,766/ 15,619
37,183 888 2,595 23,290 7‘)‘)I 14,352 25,094 3,837 15,464
! l ! New York City
. ; : _ 1970
3,475 188 754 [,849 sst 2,631 s, 073l 512| 2,981 a2 Sept. 2
3,511 150 830 1,842 597 2,654 5,153 1,210 ..o ... 519 2,961
3,528, 204 793, 1,844 604 2,718 4,984 1186 ........ 505 2,984
3,521 186 861! 1,846 571 2,546 4,858 1135 ..., 489 2,835
3,491 199 789, 1,836 568 2,614 4,832 1, 134)........ ; 475 2,832
: i
3,813 195 911 1,874 554 2,68l 4,378 741, ... 522 2,774
3,824 211 977 1,877 558 2,612 4,310 663 ........ 502 2,800
3,853 278 1,383/ 1,894 561 2,635 4,424 525 ... 446 3,203
3,857‘ 303 1,328 1,891: 558 2,561 4,597 645 .. ...... 404 3,294
3,876 377 1,090 l,896l 540° 2,685 4,540 596 ........ 405 3,294
3,878 390 1,149 1,899 534 2,708 4,555 SU7)...0 0 440 3,263
3,910 390 1,184 1,910 537 2,701 4,694 650(........ 483 3,217
3,929 380 1,206 1,909 534\ 2,623 ,538 559(........ 473 3,162
3,‘)5()I 412 1,167 1,906 5341 2,655 4,486 S47 ... SO0 1,0‘)4_
’ I ‘ | Outside
: | New York City
X ! | 1970
| .
30,268! 214 620, 19,268 3570 11,286 19,626 10,825
30,260 212 652| 19,286 361" 11,457 19,557 11,800
30,348 213 622| 19,286 362 11,391: 19,64] 11,832
30,397 223 651 19,349 364 11,328 19,544 11,856
30,448 225 639 19,414 358| 11,376 19,961 11,816
|
32,397 374 938 20,969 248 11,629 20,805 12, I55|
32,543 376 987 20,999 252 11,500 20,721 12,082'
32,659 514 1,281 21,031 260 11,536 20,583 12,632
32,788 511 1,467 21,111 266/ 11,598 20,363 12,565
32,851 soo| 1,418 21,199 272| 11,7701 20,394 12,720
32,937 st0l 17454 21,204 2741 11,696) 20,530 12.761]
33,083 487 {,445 21,245 295" 11,696 20,584 12,481
33,178, 477| 1,451 21.277 304| 11,635 20,679 12,457
33,233; 476| 1.428' 21,384 265 II,697| 20,608 12,370|
| .

For notes see p. A-30,
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ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS——Continued

(In millions of dollars)

Investments (cont.)
Other securities
' Cash f Invest-
Obligations Other bonds, items Re- Bal- ments Total
of State corp. stock, in serves Cur- ances | in sub- assets/
Wednesday and and process | with rency with sidiar- | Other total
political securities of F.R. and do-  ies not | assets liabil~
Total subdivisions collec- | Banks coin mestic | consol- ities
- tion banks | idated
Tax Certif,
war-~ All of All
rants3 other | partici- | other5
pation4
|
Large banks—
Total
1970
Sept. 5,086| 29,164| 1,024| 3,411 29,844 17,719 3,243 4,757 705 14,334] 313,959
5,167t 29,230( 1,045 3,411| 29,949| 17,252 3,282] 5,464 710 14,2491 314,786
5,769 29,839 1,049 3,374| 33,174| 16,768 3,354 5,872 709] 14,191] 321,119
5,580| 29,705 1,039 3,425 28,198| 18,129 3,428 4,919 710 14,078 313,361
5,681 29,815 1,042 3,520 32,851 17,895 3,306 5,896 704| 14,345] 320,835
Aug. 7,801, 34,976/ 1,375| 5,572 31,875 20,057 3,220 6,160 786| 15,667) 343,221
7,675 35,008 1,353 5,403| 3(,Sl6| 17,972 3,486 5,562 784| 15,666] 339,817
7,466 34,860 1,292 5,338/ 30,303 18,588 3,494 5,813 786 15,427] 340,820
7,424 34,964 1,271 5,3321 29,811; 19,311 3,615 5,808 786 15,635] 341,394
Sept, 7,650 35,028 1,297 5,341 33,541 19,386 3,482 6,462 7917 15,959] 348,526
7,949 34,867 1,286 5,313] 31,9711 19,085 3,525 6,667 791 15,811] 346,775
8,380 35,302 1,351 5,501 36,268| 17,805 3,608 6,909 794" 15,717] 355,654
8,065 35,150 1,323 5,434) 33,213/ 18,468 3,641 5,992 796; 15,630] 348,439
8,090 35,239| 1,327 5,441| 32,235 18,637 3,702{ 6,206 799 15,780| 348,748
!
1970
Sept. 1,317 4,597 86 888 13,878 4,244 431 459 325 5,095] 79,986
1,325: 4,543 86 889 13,861. 4,954 443 637 330; 5,015) 80,536
1,719 4,752 75 873 14,742 4,585 439 667 332| 5,055] 82,341
1,586 4,674 60 815 12,908 4,673 418 509 332 4,966] 79,227
1,630 4,705 64 852 16,036 4,901 405 1,158 332I 5,038] 83,649
o |
Aug. 1,433 5,217 226/ 1,141 14,018 5,534I 431 886 348 5,419| 83,698
1,373 5,284 201 1,063| 14,937 4,506 436 839 349, 5.479] 83,170
l,346i 5,122 217 982| 12,981| 4,458 430 1,060 349 ,434] 82,047
1,351I 5,115 207 981} 14,135 5,241 426 969 349 5,478] 83,801
Sept. 1,406 5,098 227| 1,030 15,942 4,799 422| 1,008 350 5,500] 86,428
1,420 5,021 2210 1,002] 13)897| 4,934 429 1,199 350 5.387] 84,227
1,792 5,133 2191 1,023] 16,530 ,841 4371 1,490 350 5,358] 88,914
1,438 5,206 217]  1,013] 15,874] 4,044 422 1,010 352| 5,352] 85,557
1,401 5,178 216 1,025 |5,788; 5,449 440 891 352 5,301 86,554
Outside : !
New York City ! !
1970 '
I
Sept. 3,769° 24,567 938,  2,523| 15,966| 13,475 2,812 4,298 380 9,239] 233,973
3,842! 24,687 959, 2,522 16,088 12,298 2,839 4,827 380 9,234) 234,250
4,050: 25,087 974, 2,501 18,432| 12,183 2,915 5,205 377 9,136] 238,778
3,994 25,031 979 2,610] 15,290| 13,456 3,010 4,410 378 9,112] 234,134
4,051 25,110 978| 2,668 16,815 12,994 2,901 4,738 372 9,307] 237,186
Aug. 6,368 29,759 1,149 4,431 17,857 14,523| 2,789 5,274 438I 10,248] 259,523
6,302| 29,814 1,142 4,340 16.579| 13,466 3,050 4.723 435| 10.187] 256,647
6,120( 29,738 1,075 4,356| 17,322| 14,130 3,064] 4,753 437  9,993] 258,773
6,073 29,849 1,064 4,351 15,676 14,070 3,189 4,839 437 10,157] 257,593
Sept. 6,244| 29,930 1,070{ 4,311| 17,599 14,587, 3,060, 5,364 441 10,459 262,098
6,529\ 29,846] 1,065 4,311 18,074 14,151 3,096 5,468 441:  10,424] 262,548
6,588/ 30,169 1,132) 4,478 19,738 12,964; 71 5,419 444| 10,359] 266,740
,627| 29,944 1,106 4,421| 17,339 14,424 3,219 4,982 444 10,278] 262,882
6,689 30,061 1,111 4,416 16,447] 13,188 3,262 5,315 4471 10,479] 262,194

For notes see p. A-30.
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ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS~—Continued

(In millions of dollars)

Deposits
Demand Time and savings
g . ..._._: e — ‘ ( ;
Domestic !
interbank Foreign IPC i
States ) I o .. _ .. __\ States Wednesday
and | Certi- and - Do-
polit- , fied polit- . mes- . For-
Total | IPC ical | US. | | and | Total6 ical | tic eign
sub- | Govt. | Com- | Mutual Com- . offi- sub- . inter- govts.2:
divi- | mer- sav-  Govts.,| mer- cers’ Sav- | Other | divi- | bank : :
, sions vocial | ings etc.2 cial  checks ings | sions | t :
’ | banks : ! !
. | ! i
——— 1
| I Large Banks-- -
! i Total
' i 1970
N 1
131,607] 93,029 6,194| 3,815 18,236 5675 787 1,948 7,031| 110,633] 42,965 41,537 11,455 1,190( 5,067|......... Sept. 2
131,505} 93,492 5,758| 2,931 18,739 621, 745\ 2,347 6,872| 111,158} 43,081] 42,031| 11,453; 1,239 5,022|............... 9
138,347} 97,217  6,357| 4,690 19,493. 553 823| 2,205 7,009! 111,671} 42,985 42,442( 11,542 1,265 BBl 16
130,726} 91,797  6,056| 5,916: 17,411 504 7700 2,173 6,099: 112,870F 43,193| 43,607| 11,660 1,342| 4,791|.............. 23
140,021 94,52l. 7,682 5,798 20,961 657 8510 2,191 7,360 113,635) 43,650| 44,378) 11,612] 1,269 4,678]....,......... 30
i . 1971
139,404] 97,1817 6,620 2,890 21,490 703 758, 2,358| 7,404| 132,931| 52,645| 56,998| 15,065| 1,554 4,646|......... Aug. 4
138,109] 96,110 6.611; 2.333| 21,128 617" 1,281 2,208! 7,731| 133,179| 52,877 57,486| 15,110/ 1,525. 4,970l.............. 11
139.164] 96.208| 6.212| 6.001| 20.168 620 946 2,461 6,548' 133,494| 52,749 57,771| 15,060\ 1.586' 4,845!. .. . . .. ... .. 18
139,672] 95,690 6,062 6’272. 20,565 608 800 2,4l6. 7,259 133,827] 52,657 57,863' 15,256 1,680 4,858............... 25
145,012] 99,579 6,6011 4,838 21,937 604 831 2,543, 8,079 134,070] 52,693] 58,154 15,282 1,710| 4,892|......... Sept. 1»
141,702 97,861 6,377 4,242 22,289 661 8051 2,399, 7,068. 134 3611 52,7700 58,301; 15,256/ 11,7350 4,955(............... 8»
149,396[103,312) 6,518 4,928 22,540 606 881 2,449| 8,(62] 133,81t] 52,575| 57,6671 15,183 1,815 4,765|.............. 152
142,345] 97.637) 6.262 5,145 21.851 559|  746' 2,374] 7,771] 134,798) 52.521! 58,082 15,325; 1,893 4,737|.............. 220
141,222] 96.346| 6,378 5.636| 21,235 641 762 2,421 7.803| 136,148| 52,607] 59.,051| 15,395! 1,989 4,543|.... .. ... ... 29»
_ New York City
_ ' . . 1970
38,569] 22,827 611 710" 7,478 302|647, 1,333 4.661| 16,657) 1,842| 4,503  784| 638
38,506 22,434 529 588 7,626 351 589 1,704; 4,685 16,833 1,947 4,734 813 678
40,850} 23,751 798 1,078 7,970 287 675 1,569 4,722| 16,958] 1,855 4,800 876 679
38,024} 22,303 5921 1,391 7,331 252, 630| 1,536| 3,989 17,3921 2,000 5,365i 895 704

43,092 22501" 1,512 1.309. 10/135| 383 709| 1548 2,995 17.661] 2.115' 5.855' 847 632

39,282| 21,711 509 545 9,610 378 586 1,648 4,295 23,013] 4,831

12,080| 1,515] 751
30,928| 20,764| 795 428 9,973 39| 1,1t6| (.598 4.935' 22,980 4.957| 12,120 1.548 746
38.495| 20,896!  769| 1,545| 8.747 308 '777| (.695 3758 23.379] 4.878| 12.368| 1,542 820
40.456| 21.626' 468 1,506| 9.888; 311 635| 1.611] 4,4111 23.346 4.945| 12, 1,566| 886

42,707) 23,423 534| 1,050| 10,296 320 685| 1,762) 4,6370 23,1830 4,935l 12,
, 805! 10,125 353 637| 1,603| 3.947| 23,091 4,885 12,25

44,072 23)735  907| 1,127 10,611 301 731] 1)634| 5.026 22.584) 4)737; 11.583| 1.487] 850,

41,5771 21,877 590 1,156) 10,681 288 597" 1,608, 4,780 22,941] 4,725| 11, '

41.229| 21,549 730, 1.243) 10,385 353  637. 1.629] 4,903, 23.613| 4,598 1

Outside
New York City

1970

93,038] 70,202 5,583 3,105 10,758]  265| 140, &is| 2,370) 93,976} 41,123] 37,034, 10,671
92:999| 71.058| 52201 2.343| 11,113, 270|  1s6| 43| 2.187| 94.325) 41.134] 37.297| 10,640
97.497| 73.466| 57559 3,612 11.523| 266  148|  636| 2.287| 94.713] 41.130| 37.642| 10,666
92.702] 69.494| 5.46a| 4.525| 10,080 252' 140l 637 2.110| 95,478] 41.193| 38 242| 10,765
96,929} 72,020 6.170| 4.489| 10,826| 274 142 643 2,365 95,974| 41.535| 38.523| 10,765
) i i
100,122} 75,4700 6,111, 2,345 11,8800 3250 172) 710 3,100) 109,018] 47,814] 44,918 13,550
98.181] 75,346 5.816] 1,905 11,155] 298  165|  700| 2