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Nineteen cighty-four was another year of

substantial economic growth, and the cx-
pansion of the past two years has been the
strongest cyclical upswing since the early
1950s.
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Chairman presented similar testimony be-
fore the House Commitiec on Banking,
Finance and Urban Affairs on February 26,
1985.

Chairman Volcker discusses the role of the
United States in the global economy—spe-
cifically the overall relationships between
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consistent with growth of M1 at an annual
rate of around 7 percent during the four-
month period from November to March and
with expansion of both M2 and M3 at an
annual rate of about 9 percent during the
same period. Because of the currently esti-
mated shortfall in M1 growth in the fourth
guarter compared with the members™ ¢x-
pectations at the beginning of the quarter,
the Committce decided that somewhat
more rapid growth of M1 would be accept-
able for the period ahead, particularly if the

{aster growth occurred in the context of

sluggish expansion in cconomic activity and
continued strength of the dollar in foreign
exchange markets. ‘The Committee also in-
dicated that greater restraint on reserve
positions might be acceptable in the cvent
of substantially more rapid growth in the
monetary aggregates than was currently ex-
pected and indications that economic activi-
ty and inflationary pressures were strength-
ening significantly. It was agreed that the
intermecting range for the federal funds
rate, which provides a mechanism for initi-
ating consultation of the Committee when
its boundaries arc persistently cxceeded,
should be reduced by one percentage point
10 6 10 10 percent.
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Monetary Policy Report to the Congress

Report submitted to the Congress on February
20, 1985, pursuant to the Vull Employment and
Balanced Growth Act of 19781

Ninetecen cighty-four was another ycar of sub-
stantial cconomic growth in the United States.
Production and cmployment gains were large,
making the expansion of the past two years—
with growth in real gross national product aver-
aging 6 percent per year—the strongest cyclical
upswing since the carly 1950s. Moreover, contin-
ued vigor of the economy was accompanied by
signs of some further lowering of inflationary
expectations.  Aggregate price medsures rose
around 4 percent last year, about the same as
during the two preceding years. While prices of
services continued to rise 5 to 6 percent, prices
of many goods were relatively flat, and underly-
ing wage trends seemed to be moderating.

Economic growth had been extraordinarily
rapid in the first half of 1984, and then slowed
abruptly around midycar. Although some slow-
ing in growth was widely anticipated, the abrupt-
ness of the change raised some question about
the continuing strength of expansionary forces.
However, during the last tew months of the year,
output and employment were clearly rising,
though at a more moderate pace than earlier in
the year.

The strong gains in overall activity during the
year drew attention away from a number of
continuing problems, but those problems arc
nonetheless real and scrious. The overall rate of
unemployment is still uncomfortably high and
the joblessness among certain groups—rtor exam-
ple, teenagers and blacks—remains well above

[. The charts to the report are available on request from
Publications Services, Board ol Governors of the Federal
Reserve System. Washington, D.C. 20551,

the average. Scctors of the ecconomy facing in-
tensc competition from abroad, such as agricul-
ture and certain mining and manutacturing indus-
tries, bave not participated in the rapid cconomic
expansion overall and have been under strong
financial stress. Strains also remain  evident
among {inancial institutions: a number of deposi-
tory institutions have experienced a deteriora-
tion in the quality of their loan portfolios, and the
carnings of thrift institutions remain constrained
by low-yiclding asscts accumulated in carlier
years.

While it has not been an impediment (o cco-
nomic expansion 1o date, growth in credit has
been exceptionally rapid, and many households
and busimesses have accumulated substantial in-
debtedness, olten in short-term or variable-rate
forms that make them especially vulnerable to
uncxpected cconomic developments. Also, de-
spite the impetus from strong U.S. demand,
growth in economic activity has been limited in a
number ol important industrialized countries:
and many developing countries, in Latin Ameri-
ca and clsewhere, are still struggling to restore
satistactory growth. While progress was made in
stabilizing the external finances of some of the
largest of those countries, that progress can only
be secure in the context of greater stability in
their own cconomies and of sustamed growth in
the industrialized world.

Many of the problems afflicting particular in-
dustries have causes and complications that, at
least in part, must be deall with in direct and
specific ways, But it is also evident that the
enormous imbalances in our federal fiscal pos-
ture and in our trade and current account posi-
tion have aggravated the problems and made
constructive solutions much more difficult. In an
expanding cconomy requiring more private cred-
it, the need to finance the large federal deficits
has contributed to the pressures that have held
real interest rates at historically high levels. The
failure to deal with budgetary deticits also has
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sustained doubts in the minds of the public about
the ability of the government to continue to curb
inflation over the long run.

The large federal deficits are mirrored in our

external imbalance. Many forcign investors have
been attracted to the comparatively high real
rates of return offered on dollar-denominated
assets, and U.S. lending abroad has been re-
duced. Other forces stimulating capital inflows
have been at work as well, including political and
economic uncertainties in other countries and
the relative stability and vigor of our economy.
The shift in capital flows has supplemented do-
mestic saving and helped finance the federal
government deficit and private investment. But,
at the samc time, the strong demand for the
dollar has driven its value on foreign exchange
markets to extremely high levels. As the dollar
has appreciated, the demand for our ¢xports has
suttered and our purchases of imported goods
have increased dramatically, resulting in strong
competitive pressures on the manufacturing,
mining, and agriculture sectors and leading to
calls for protectionist measures. Moreover, the
capital inflows lcad to mounting financial claims
of foreigners that the nation must be prepared to
deal with in future years, through reduced im-
ports or increased exports, in cither case lower-
ing domestic consumption.

OO D Dbt il

Notwithstanding the risks associated with the
domestic and international problems just out-
lined, the weight of the evidence points to rea-
sonably favorable near-term prospects for aggre-
gate economic performance. In recent months,
personal income growth has been strong, reflect-
ing continuing substantial gains in employment
and helping to support consumer spending.
Overbuilding of multifamily residential units and
offices in some parts of the country may pose
questions about the outlook in these areas, but

the lower interest rates that developed over

recent months suggest that single-family home-
building may strengthen. Surveys of businesses
indicate plans for continued growth in plant and
equipment spending in the coming months,
though at a slower pace than last year; mean-

while, some imbalances in business inventorics
that developed during 1984 appear to be well
along in the process of correction, and in some
sectors inventorics are quite lean relative to
sales. Many states and localities are experiencing
an improvement in their finances, which por-
tends further support to the expansion from that
sector. And, at the federal level, there continues
to be a strongly stimulative thrust from fiscal
policy.

The smallest increases in nominal wages and
compensation in more than a decade have been
accompanicd by an improvement in productivity
and downward pressures on energy and com-
modity prices. These developments help support
the possibilitics of continuing restraint in price
increases. Also, in the context of an economy
expanding at a sustainable rate, they are consis-
tent with continuing growth in average real in-
come.

Taking account of these factors, the members
of the Federal Open Market Committee (as well
as Federal Reserve Bank Presidents who are not
at present FOMC members) now foresee the
probable continuation of the economic cxpan-
sion through its third year, although at a more
moderate pace than in the first two years. The
central tendency of the members’ forecasts indi-
cates the probability of an increase in real gross
national product of between 3% and 4 percent
this year. The unemployment rate is expected to
decline in 1985 to a level of between 6% and 7
percent by the fourth quarter. At the same time,
most members ¢xpect general measures of price
inflation to remain close to recent trends.

When considering the general outlook for
1985, members of the FOMC recognized that
persisting problems could become aggravated for
particular sectors of the economy, and that there
are risks for the economy as a whole. Clearly,
there is growing distress in many farm communi-
tics. Incomes from farming have been low, land
prices are falling, and many producers face
heavy debt burdens. In the household and busi-
ness sectors, higher levels of indebtedness are
unlikely to forestall further gains in spending, but
unless moderated, they would in time add to
financial pressures.

Favorable price performance has been encour-
aged by the strength of the dollar in the exchange
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Change, fourth quarter to fourth quarter (percent)
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Real GNP ... i s
GNP deflator . ., ..ot e s
Average unemployment rate in the fourth quarter (percent)........

markets. A sharp and large reversal of that
strength could be reflected in at least temporarily
stronger inflationary pressures. Greater confi-
dence in prospects for price stability is, of
course, dependent over time on suitably re-
strained growth in the money supply; and that
necessary approach and more moderate real in-
terest rates would be facilitated by eftective
action to reduce substantially the size of federal
budget deficits in the upcoming and subsequent
fiscal years. Action to restore balance in the
government’s fiscal position is important to the
achievement of an environment conducive to
stable, strong economic growth. In their fore-
casts, the Committeec members assumed that the
exchange ratc would remain within the range of
recent months and that etfective fiscal action is in
prospect.

The “‘central tendency’ forecast of the FOMC
members is broadly consistent with that of the
administration, as indicated in the Economic
Report of the President, and that of the Congres-
sional Budget Office. The Administration’s pro-
jections for both real GNP growth and inflation
do fall, however, toward the upper part of the
ranges of Committee members’ forecasts, while
the CBO’s estimate of real growth is a bit lower
than the central tendency range of the FOMC.

At its meeting of February 12-13, the FOMC set
monetary and credit growth ranges for 1985
designed to be consistent with further sustain-
able economic growth and progress toward rca-
sonable price stability over time. Specifically,
the Committee (1) set a growth range tor M1 of 4
to 7 percent from the fourth quarter of 1984
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FOMC members and other
FRB Presidents

T Adminis- Congressional
tration Budget Office
Range Central
tendency
7 to 8% TV to 8 8.5 7.7
3V to 4V to 4 4.0 3.4
3t0 4% Ihtod 4.3 4.2
6210 TVa 6.9 7.0

6% to 7

through the fourth quarter of 1985, the same as
that tentatively selected last July; (2) established
target ranges of 6 to 9 percent and 6 to 9%
percent for M2 and M3 respectively, "2 percent-
age point higher at the upper end of the range
than that tentatively set in July; and (3) set an
associated monitoring range of' 9 to 12 percent for
the debt of domestic nonfinancial sectors, 1
percentage point higher than tentatively indicat-
ed. The upper end of the range for M1 is 1
percentage point below that of 1984, and the
range for M2 is the same as last year’s. The
upper end of the target range for M3 is slightly
above that for last yecar. That increase, as well as
the upward adjustment in the associated moni-
toring range for the debt of domestic nonfinancial
sectors, reflects analysis of developments during
1984 suggesting that growth somcwhat greater
than anticipated earlicr may be consistent with
Committee objectives for the year. Expansion
within these ranges would represent a significant
deceleration in the actual growth of M3 and debt
from the experience of last year when the target
ranges were exceeded.

In formulating thesc objectives, the Commit-
tee assumed that no new statutory or regulatory
developments would be enacted that would ap-
preciably influence the behavior of the monetary
and credit aggregates in 1985, Although at the
beginning of the year the minimum denomination
of Super NOW and money market deposit ac-
counts was reduced from $2,500 to $1,000, to
date the promotional activity accompanying this
change has been minor, and it appears that M1
and M2 have not been aflected sigmficantly.

On average, the behavior of M1 velocity—
nominal GNP divided by the money stock—
during 1984 wus broadly consistent with previous
cyclical patterns. Together with other evidence,
this development suggests that the factors re-



available domestic savings with the strong pri-
vate credit demands accompanying further
growth of economic activity, keeping interest
rates and exchange rates higher than they other-
wise would be. Such relatively high interest rates
and exchange rates limit expansion in thosc

sectors that are most sensitive to the cost of
credit and impair the competitive positions of

domestic import-competing and export indus-
tries. Decisive and credible actions to reduce
federal budget deficits would have favorable
effects on investors’ expectations and help to
lower interest rates, especially longer-term rates,
even before these reductions become fully effec-
tive. Such actions would work to relieve the
imbalances and strains within the economy, con-
tribute to further abatement of inflationary ex-
pectations, and so reinforce the prospects for
continued growth and stability.
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The economy recorded major gains in 1984, with
the real gross national product up 5% percent and
the unemployment rate down more than 1 per-
centage point over the ycar. The growth in
output and employment was exceptionally strong
in comparison with experience in other post-
Korean War expansions. But even more striking,
in terms of its departure from past norms, was
the extraordinary rise in domestic spending,
which again appreciably outstripped growth in
domestic production. Over the course of the year
such spending rose about 6% percent in real
terms. Consumers and businesses purchased
greatly increased quantities of imported goods,
whose relative prices were lowered by the appre-
ciation of the dollar in exchange markets, and the
U.S. trade deficit reached record proportions.
Last year’s economic gains were achieved
without a pickup in inflationary pressures, in part
owing to the rise n the exchange value of the
dollar. Aggregate indexes of prices rose about 4
percent or less, similar to rates of inflation re-
corded in 1983. Ample availability of industrial
capacity here and abroad helped to contain price
increases. Labor cost pressures also were limit-
ed, as wage increases actually were slightly
lower than a ycar carlicr. Labor markets contin-
ued to reffect the still considerable unempioy-
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ment in the economy as well as the adjustments
of wages in some sectors to the realities of forces
associated with deregulation and foreign compe-
tition. Wage changes also reflected the favorable
feedback cffect of lower inflation on anticipatory
or catch-up pay demands.

Although the nation as a whole has made

substantial progress in the past two years toward
the goals of sustained growth and high employ-
ment along with price stability, important seg-
ments of the economy have continued to experi-
ence considerable difficulty. One symptom of
continuing imbalances has been interest rates
that, relative to the prevailing rate of inflation,
have remained exceptionally high by historical
standards. However, after moving upward dur-
ing the first half of the year when economic
expansion was especially brisk, interest rates
retraced their advances in the second half of the
year. At yecar-end, they were, on balance, a little
lower. ;
Federal government tax and spending policies
have provided substantial stimulus to aggregate
demands for goods and services, but in credit
markets the deficits have added strongly to the
demands for funds and have been one important
force keeping interest rates high. Moreover,
there is general agreement that, unless legislative
measures are cnacted, budget deficits are likely
to increasc further, even in the context of a
reasonably growing economy. This prospect,
with its implication of continuing pressures on
the supply of savings, has been a factor in the
rise in the foreign exchange value of the dollar
and the attendant emergence of enormous defi-
cits in our trade and current accounts with other
nations. Although, as noted above, the sharply
higher value of the dollar has been an important
factor in the movement toward price stability,
inflationary pressures could become more appar-
ent if the U.S. dollar were to decline sharply—a
risk that could increase as fundamentally unsus-
tainable fiscal and external postures are extend-
ed.

The household sector continued to benefit fast
year from the economic expansion. Adjusting for
inflation, the rise in disposable income from the
fourth quarter of 1983 to the fourth quarter of
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1984 was S5¥4 percent, surpassing the large gain in
1983. This strong increase in income supported a
rapid rise in spending for consumer goods even
as the personal saving rate rose.

Household sector outlays in this expansion
have been tilted more toward durable goods than
has been typical. In the 1980-82 period, a time of
relatively slow income growth and high unem-
ployment, consumers had curtailed discretionary
purchases of household goods. Since the end of
1982, however, strong employment and income
growth and rising consumer confidence have
been translated into an appreciable restocking of
household durables.

The strength of automobile purchases in 1984
was a part of this restocking process. As the
stock of existing autos has aged, replacement
demand has grown. Most recently, reductions in
gasoline prices have lowered operating costs.
Automobile sales in 1984 rose to 10%2 million
units, the highest level since 1979. The foreign
share of the market declined, owing in large part
to the impact of limitations on Japanese units
during a period of expanding sales. Indeed, de-
mand for domestic autos proved to be so strong
that producers had difficulty supplying many of
the more popular models, even though auto
companies operated some factories at near full
capacity over most of the ycar. Total auto pro-
duction was up 14 percent {from the preceding
year, despite brief strikes in the autumn.

Spending for new homes slowed over the
course of 1984, with rising mortgage interest
rates through midyear a factor reducing housing
activity. However, there were some initial signs
of improvement in the housing sector at year-
end, associated with earlier declines in interest
rates during the fall. From the fourth quarter of
1983 to the fourth quarter of 1984, residential
construction outlays, in real terms, were up 32
percent after an extremely rapid advance in 1983.
For 1984 as a whole, 1.7 million new housing
units were started. This was below the peak rates
in the 1970s, but a marked improvement over the
performance of the first years of the 1980s, as
housing demand continued to be supported by
favorable demographic factors and expanding
incomes. Moreover, relatively stable house
prices and the growing usc of adjustable-rate
mortgages made home purchases more accessi-
ble for many households.

The second year of strong growth in income
and spending was accompanied by significant
changes in household balance sheets. Late in
1983 and in the first half of 1984, financial assets
declined relative to income-—owing primarily to
the sluggish performance of stock prices—retrac-
ing a portion of the strong gains made earlier in
the recovery. However, the subsequent rise in
equity prices helped to restore household asset
positions to their previous high levels, and since
the turn of the year, with stock prices up sharply,
asset positions have improved further. Mean-
while, growth of housechold indebtedness picked
up noticeably last year, and consumer install-
ment debt as a share of disposable income moved
to near its previous peak in the late 1970s.

Despite the rise in indebtedness, there were
few signs of increased financial stress in the
household sector. The incidence of payment
difficulties on consumer installment debt re-
mained historically low, and home mortgage
delinquency rates were about unchanged for the
year as a whole. Nonetheless, the proportion of
problem loans in the home mortgage market has
not receded from its recession high, and there is
some special concern about future prospects in
this arca owing to the added risk exposure of
homeowners who took on mortgages carrying
adjustable features, cspecially those made with
sizable initial interest rate concessions. The sus-
tained high level of mortgage loan delinquencies
to date appears attributable not so much to
adjustable-rate loans as 1o a combination of
unemployment that is still high and real estate
prices that arc more stable than some borrowers
had anticipated.

The increase in business spending for plant and
equipment was greater in 1984 than in 1983. In
fact, the rise in gross business capital outlays
over these two years combined was much larger
than in any other cconomic expansion since
World War 11. Profits in the nonfinancial corpo-
rate sector were up substantially in 1984, al-
though by year-end the level had fallen back a bit
owing to the slowing in sales growth.

Growth in business fixed investment spending
was strongest in the first half of the year, but



continued at a double-digit pace in real terms in
the second half. For the yecar as a whole, large
gains were registered for both equipment and
structures outlays. The ebullience of total spend-
ing reflected a number of factors, including the
more favorable tax laws enacted in 1981, the
desire to takc advantage of technological ad-
vances, and the further narrowing of the margin
of unused factory capacity under strong demand
growth. Continucd competitive pressure from
foreign producers provided additional impetus
for rapid modernization. At the same time, many
U.S. producers of capital equipment, especially
outside the ‘‘high tech’ arca, did not fully bene-
fit from this spending. Instead, foreign manufac-
turers captured an increasing share of capital
goods purchased by U.S. firms; for domestic
equipment spending, this share—approximately
25 percent—was nearly twice that experienced in
the late 1970s.

Businesses accumulated inventories in 1984
after reducing stocks in the preceding two years.
In real terms, business inventories rose $24 bil-
lion, a historically large gain. Those gains were
concentrated largely in the first half of the year,
alongside the rapid pace of the expansion of final
demand. When sales growth slackened in the
summer and autumn, businesses quickly cut
back on orders and production to avoid severe
imbalances.

In order to finance the combined increase in
capital spending and inventory investment, busi-
nesses relied heavily on external sources of
credit. Nonetheless, gross issuance of new equi-
ty weakened as stock prices declined early in the
year and then failed to surpass earlier highs when
they rallied in the summer. After accounting for
the retirement of equity associated with merger
activity and share repurchases, the net issuance
of stock was decidedly negative. Shorter-term
borrowing was favored by businesses in the first
half of 1984, as firms clected to finance mergers
initially through bank loans and commercial pa-
per, and the high level of long-term interest rates
discouraged bond issuance. In the second half of
the year, merger financing slowed and the de-
cline in interest rates contributed to some move-
ment toward longer-term debt issuance. Even so,
the traditional balance sheet ratios used 1o assess
aggregate business financial strength worsened
over the year: the ratio of loans and short-term
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paper to total debt of nonfinancial corporations
rose, as did the ratio of debt to equity.

Severe financial strains, in many cases related
to the high exchange value of the dollar, persist-
ed in some of thc nation’s basic industries.
Farmers continued to face less favorable export
conditions than in much of the previous decade,
land prices fell further, on average, and farm
income remained depressed. As a result, farmers
with large volumes of debt remaining from the
late 1970s continue to face serious debt-servicing
problems. The metals, agricultural implements,
and some cquipment industries also continue to
face significant problems.

The expanding economy lifted federal govern-
ment receipts in 1984. At the same time, outlay
growth was limited by further declines in reces-
sion-related expenditures and by a drop in agri-
cultural support payments. Nonetheless, the fed-
eral budget deficit remained enormous—more
than 5 percent of GNP and larger than total
domestic personal saving. Moreover, at the end
of the yecar the deficit was again rising.

Federal government purchases of goods and
services, the component of the budget that di-
rectly adds to GNP and accounts for about a
third of total federal outlays, rose strongly last
year. Excluding changes in Commodity Credit
Corporation farm inventories, federal purchases
were up nearly 52 percent, after adjustment for
inflation. A major thrust to federal purchases
came from defense spending, which increased
almost 7 percent in real terms.

At the state and local government level, real
purchases of goods and services rose 3% percent
in 1984, following two years of no change. The
renewed growth in such spending followed an
appreciable improvement in this sector’s fiscal
position: state and local governments experi-
enced a sizable operating and capital surplus in
1983 and early 1984 owing to the cffects of the
economic recovery as well as to increases in tax
rates.

The appreciation of the dollar over the past four
years directly contributed to the imbalance be-
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tween exports and imports in 1984. On a trade-
weighted average basis, the dollar climbed a
further 12 percent during the course of the year,
bringing the cumulative appreciation since the
end of 1980 to about 65 percent, and the rise has
continued into 1985, Part of the dollar’s strength
in the first half of last year may have been
generated by a widening of the difterential be-
tween real interest rates in the United States and
real rates abroad; however, the influence of this
factor appcars to have bcen reversed in the
second hall’ of the year. The relative dynamism
of the U.S. economy and success in curbing
inflation helped attract capital from abroad. Con-
versely, relatively slow cconomic growth clse-
where and cconomic and political uncertainties
in various countries also may have contributed to
the dollar’s appreciation throughout the year.
Notwithstanding a further weakening of the
international competitive position of U.S. firins
owing to the dollar’s appreciation, and despite
the sluggishness of foreign cconomies, the vol-
ume of U.S. merchandise exports increased 9

percent in 1984, Lixports to Canada, some of

which are reimported atter further fabrication,
accounted for about a third of the rise, with

Western Liurope and Mexico receiving most of

the remainder of the increase in exports. co-
nomic growth in many developing nations, oil-
producing as well as others, was limited by their
debt servicing problems, and demand by those
countries for U.S.-produced goods remained
generally depressed.

The vigorous expansion of the U.S. economy
and the strength of the dollar pushed the volume
of merchandisc imports sharply higher. Consum-
er goods, materials, and capital equipment
shared in the increase. The merchandise trade
deficit rose to about $110 billion. In addition to
the growing trade deficit, nct service receipts
were reduced, and the current account deficit
was about $100 billion in 1984, compared with
$42 billion in 1983.

Lt Wi Lo Phevedoas

Developments in labor markets continued to be
favorable during the second year of expansion.
Reflecting the strength of activity and improved

employment prospects, growth of the labor force
picked up last year. But the number of new jobs
expanded even more rapidly, and the uncmploy-
ment rate was 7.2 percent in the fourth quarter,
more than a percentage point below the rate at
the end of 1983. Indeed, since the recession low
in late 1982, nonfarm payroll employment has
increased nearly 7 million, the largest two-year
gain in three decades.

In 1984, empiloyment growth continued to be
widespread across industries. The trade and ser-
vice sectors each added more than one million

jobs. And there was a gain in construction em-

ployment, owing in large part to a rise in nonresi-
dential building. Government employment was
up a quarter of a million, reflecting the rise in
spending by state and local units. The manufac-
turing sector, which has borne the brunt of
increascd foreign competition, registered a large
increase of almost three-quarter million in 1984;
even so, the level of manufacturing employment
remained below its pre-recession peak.

Wage developments in 1984 were more favor-
able to the control of inflation; even though labor
market slack was reduced substantially further
during the year, wage rates increased less than in
1983. The employment cost index, a comprehen-
sive measure of change in wages and benefits,
rose just 4 percent in 1984, ncarly 1 percentage
point less than the year earhier. Morcover, major
collective bargaining agreements during the year
showed no acceleration in nominal wage rates,
even in those industries with improved ¢conomic
conditions.

These wage developments suggest that infla-
tionary cxpectations continued to moderate this
past ycar; to an wcreasing degree, workers and
managers now appear to be focusing on improv-
ing job security and on enhancing productivity,
often in au attempt to remain competitive with
foreign producers. Productivity increases in 1984
were substantial in the first half of the year, when
output grew rapidly, and helped keep overall
cost pressures down. Over the course of the
year, labor productivity increased 2Ys percent,
partly reflecting a cyclical adjustment to higher
levels of output as well as some improvement
apparently in the underlying trend rate of growth
from the very low pace of the 1970s. The combi-
nation of moderate compensation increases and



favorable productivity developments held down
cost pressures on prices; unit labor costs rose 2
percent over 1984, less than a fifth of the rate
experienced in 1979 and 1980.

Over 1984, the consumer price index rose 4
percent and the implicit deflator for the gross
national product 3% percent. The increases in
these broad indexes represent little change from
inflation rates that have prevailed since the be-
ginning of the expansion. 'The producer price
index for finished goods, which excludes the
prices of services, rose less than 2 percent last
year; basic commodity prices, which had ad-
vanced more than 30 percent early in 1983, fell
during most of 1984,

The relative softness of demand in worldwide
markets and the strength ot the dollar against
foreign currencics played a large role last year in
holding down prices of basic commodities. Im-
portantly, cnergy prices, which have been a
major factor in inflation rate movements for
more than a decade, moved down. The weakness
of demand during the recession and carly recov-
ery period restrained energy prices in 1981 and
1982 morcover, conservation measures and ad-
ditional oil production capacity in many coun-
tries have continued to relieve energy price pres-
sures.

Food prices at the retail level rose about in line
with overall prices in 1984, Early in the year,
food prices jumped sharply because farm sup-
plies were limited by the 1983 summer drought
and a winter freeze. However, supplies again
became plentiful as the year progressed, reflect-
ing more favorable harvests and sagging export
volume.

Apart from the food and cnergy areas, con-
sumer price inflation was hitle changed {rom a
year earlicr. ‘The rise in consumer goods prices
slowed appreciably, owing in part to the relative-
ly small increase in prices of imported goods, as
well as the accompanying competitive pressures
on domestic products. Scrvice prices rose more
rapidly over 1984 than in (983, although the rate
of inflation n the scctor remained well below
those rates recorded in the carly 1980s.
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Monetary policy in 1984 aimed basically at sup-
porting sustainable economic growth within the
context of long-term progress toward price sta-
bility. The target ranges for the monetary and
credit aggregates chosen by the Federal Open
Market Committee last February, and reaffirmed
in July, called for growth rates ¥ to [ percentage
point below those set for 1983. Measured from
the fourth quarter of 1983 to the fourth quarter of
1984, the target ranges for the monectary aggre-
gates were 4 to 8 percent for M1, and 6 to 9
percent for M2 and M3, The associated monitor-
ing range for the debt of domestic nonfinancial
sectors was fixed at 8 to 11 percent.

Underlying thesc objectives was the Commit-
tee’s expectation that the special factors distort-
ing monetary growth rates in 1982 and 1983
would be less unportant in 1984, and that rela-
tionships among the monetary aggregates—par-
ticularly Ml—and cconomic activity and infia-
tion would be more consistent with historical
trends and cyclical patterns. Portfolio adjust-
ments associated with the previous introduction
of new deposit accounts and with the steep drop
in interest rates during the 1982 recession ap-
peared to have ended. Furthermore, the econom-
1c expansion scemed 1o be reducing uncertainties
about employment and income prospects that
carlier had boosted demands for liquid precau-
tionary balances.

Over the year, increasing evidence suggested
that M1 was in fact behaving more in line with
historical experience. As a result, this aggregale
was given more weight in policy implementation
than had been the case during the latter part of
the cyclical downswing and the early phase of
the cconomic recovery. However, all of the
monetary and credit measures continued to be
evaluated in light of the outlook for the economy
and domestic and international financial mar-
kets.

diioarnd Monetary Policy

The actual growth rates of M1 and M2 over {984
were well within the target ranges established by
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the Federal Reserve, with M1 cxpanding 5.2
percent, somewhat below the midpoint of its
range, and M2 increasing 7.7 percent, a bit above
its midpoint. As had been anticipated in the
midyear policy report to the Congress, growth of
M3 and domestic nonfinancial debt, at 10.5 per-
cent and 13.4 percent respectively, exceeded
their ranges.? The relatively wide divergence
between M2 and M3 growth rates reflected main-
ly substantial issuance of large CDs and other
managed liabilitics by thrift institutions and com-
mercial banks in the face of heavy credit de-
mands.

Credit growth last year was the most rapid on
record, and much stronger relative to GNP ex-
pansion than historical trends would suggest. An
unusually large volume of mergers and related
activity, including “‘leveraged buyouts,’’ involv-
ing nonfinancial corporations accounted for
about 1 percentage point of the growth of overall
debt. Around $75 billion of equity was liquidated
in this process, with much of it replaced, at least
for a time, with short-term debt. In addition,
more than $10 billion of equity was retired
through corporate share repurchases, frequently
in defensive maneuvers to ward off’ unfriendly
takeover attempts.

Even after allowance is made for the unusually
large volume of merger-related borrowing, it is
clear that total credit demands were exception-
ally strong last year. Federal debt expansion, at
more than 16 percent, was unprecedented for the
second year of an economic expansion, both in
absolute terms and in relation to income. Private
domestic nonfinancial debt grew about 11%2 per-
cent (abstracting from growth of merger-related
debt issues), also faster than, but much closer to,
comparable stages of previous recoveries.

The behavior of M1 velocity in 1984 was
broadly consistent with past cyclical patterns. In
contrast to the unusual weakness of the previous
two years, MI velocity in 1984 increased 4
percent, only a little above the average rate of
growth during the sccond year of previous eco-
nomic expansions. M2 velocity increased 1V

2. The figures cited herein for the monetary aggregates are
based on recent benchmark and seasonal adjustment revi-
sions. Before those revisions, the 1984 increases were mea-
sured at 5.0 percent for M1, 7.5 percent for M2, and 10.0
percent for M3.

[N

Percentage changes

Domestic
Period M1 M2 M3 nonfinancial
sector debt
Fourth quarter to
fourth quarter
1979 oo, 7.5 8.1 10.3 12.1
1980.......c.ccnvtn. 7.5 9.0 9.6 9.6
1981. ...t 5.1 9.3 12.4 10.0
(2.512
1982, ...t 8.8 9.1 10.0 9.1
1983 ... .o 10.4 12.2 10.0 10.8
1984. . ... 5.2 7.7 10.5 13.4
Quarterly growth rates
d 6.2 7.2 9.2 12.9
2. 6.5 7.1 10.5 13.1
3 4.5 6.9 9.5 12.7
4. 3.4 9.0 11.0 12.7

t. M1, M2, and M3 incorporate citects of benchmark and seasonal
adjustment revisions made in Febroary 1985,

2. M1 figure in parentheses is adjusted for shifts to NOW accounts
in 1981,
percent, reversing two consecutive yearly de-
clines. The strengthening of velocity over 1984
apparently reflected, in part, some unwinding of
the precautionary and other motives that had
swelled demands for liquid assets in 1982 and
carly 1983, as well as the rise of short-term
interest rates in the first part of the year and, in
the case of M2, the abatement of dramatic in-
flows to money market deposit accounts
(MMDASs) associated with the initial authoriza-
tion of these accounts.

Demands for M1 balances, and for bank re-
serves (o support deposit growth, were robust
early in the year as the economy cxpanded
rapidly. Credit demands also were very strong,
and market interest rates began rising even as the
Federal Reserve, through open market opera-
tions, was keeping the degree of pressure on
bank reserve positions unchanged. In early
spring, with credit and money demands continu-
ing unabated and with economic growth continu-
ing at an extraordinary pace, the FOMC adopted
a somewhat more restraining posture toward
supplying reserves, and both short- and long-
term interest rates rose further as banks relied
more heavily on discount window credit to meet
their reserve nceds.? Borrowing for adjustment
and scasonal purposes increased to around $1

3. Annual seasonal and benchmark revisions 1o the mone-
tary aggregates subsequently lowered somewhat the growth
of M1 in the first half of 1984 relative to what was estimated
during the period.



billion in March and April atter averaging about
$650 million during the first two months of the
year. In April, the discount rate was raised 2
percentage point, to 9 percent, to bring this rate
into better alignment with short-term market
rates.

Despite the absence of any further tightening
of reserve availability by the Federal Reserve,
pressures on private short-term interest rates
intensified around early May in reaction to the
well-publicized liguidity problems of Continental
Hlinois Bank.4 Uncertaintics related to the inter-
national debt situation also added to market
concerns. In this environment, quality differen-
tials between yields on private money market
instruments and ‘T'reasury securities widened
substantially.

While M1 growth early in the year remained in
the upper part of the FOMC’s target range, M2
increased at a pace slightly below the midpoint of
its range even as the cconomy expanded rapidly,
Growth in M2 relative to income may have been
damped by substantial inflows to IRAs and
Keogh accounts, which are excluded from the
monetary aggregates. Also, as market interest
rates firmed, sizable spreads developed between
these rates and yields on retail deposits and
money market mutual funds, hkely encouraging
some investors to place funds directly in credit
market instruments. M3, meanwhile, pushed
above its longer-run range, as banks and thrift
institutions issued large CDs and other managed
liabilities to accommodate rapidly rising credit
demands.

After midyear, cconomic expansion slowed
markedly, particularly during the summer, tend-
ing to reduce transaction demands for money.
Growth in M3, though remaining somewhat
above the upper limit of its range, also moderat-
ed as demands for short-term business credit
slackened and as some banks adopted more
cautious lending and funding policies in light of
the strains on financial markets.

Initially, the slowing in M| was not resisted, as
it reversed a bulge that had brought M1 growth
well above the midpoint of the FOMC’s target

4. Large discount window borrowing by Continental Illi-
nois Bank, beginning in May, was offset in terms of its impact
on overall reserve supplics through open market operations.
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range. However, by late August and carly Sep-
tember, as evidence appeared of much slower
economic growth, with financial tensions high
and with the dollar rising rapidly on foreign
exchange markets, the Federal Reserve moved
to lessen the degree of restraint on bank reserve
positions. That process continued through much
of the rest of the year. Borrowing at the discount
window receded, reaching levels of around $575
million by late in 1984 and dropping further to
around $340 million, on average, during January
1985. Total reserves and nonborrowed reserves,
which had shown little expansion since June,
increased markedly in the final two months of the
year and into early 1985.

Mirroring the easing of reserve market condi-
tions, short-term interest rates dropped consider-
ably from their late-summer highs. Moreover,
quality spreads on various money market instru-
ments returned to within normal ranges as the
strains rclated to the problems of Continental
lllinois Bank remained contained and progress
was made in Latin American debt negotiations.
Responding to the provision of reserves and the
reduced rates on alternative outlets for liquid
funds, M1l-type balances rose rather sharply in
late 1984 and carly 1985. Growth of M2 also was
very rapid, as open market interest rates fell
below average yields on MMDASs, small-denomi-
nation time deposits, and money market mutual
fund shares.

The easing in financial markets during the
second half of 1984 was reflected in, and to an
extent encouraged by, two successive reductions
in the discount rate, first to 8% percent in No-
vember and then to 8 percent in December. By
vear-end, short-term interest rates were 2%z to
3l percentage points lower than they had been
during the summer, and % to 1% percentage
points below their levels at the beginning of the
year—in some cases near their cyclical lows of
carly 1982.

Long-term interest rates also declined in the
second half of the year, in part reflecting some
moderation of inflationary expectations. Buat for
the year as a whole, most long-term rates de-
clined less than Y2 percentage point, and re-
mained above their earlier cyclical lows. The still
relatively high level of long-term rates appears to
be influenced by the continuing budgetary uncer-



198 Federal Reserve Bulietin O April 1985

tainties, current strong demands for total credit,
and lingering. though lessened. fears of inflation.

Foreign savings financed a large share of the
domestic borrowing in 1984. Net inflows of capi-
tal from abroad were more than double the
already advanced pace of 1983. thus supplement-
ing domestic saving and enabling the financing of
the massive federal deficits at the same time that
private investment expanded rapidly. Banks con-
tinued to intermediate substantial amounts of
these inflows, and sales of Eurobonds by U.S.
corporations reached record levels. Direct in-
vestment in the United States also was very
strong, reflecting several large takeovers of do-
mestic firms by foreign corporations.

Much of the credit market borrowing—partic-
ularly that related to merger activity—was at
short term. Commercial paper debt of nonfinan-
cial businesses surged more than 50 percent,
offsetting two consecutive years of runoffs. With
strong loan demands in business, real estate, and
consumer areas, total loans at commercial banks
grew more than 14 percent.

Given only moderate inflows to core deposits
in the face of this brisk loan growth, commercial
banks increased their outstanding CDs in 1984
more than 14 percent, after having allowed a
large volume of CDs to run off during 1983.
Credit growth at banks was especially rapid
during the first half of last year. reflecting a wave
of bank-financed mergers. The bulk of the CD
issuance was concentrated in this period and
likely would have been even greater had not
banks also borrowed heavily from their foreign
offices. In the second half. loan expansion slack-
ened appreciably, and large time deposit growth
tapered off, as some earlier merger-related loans
were repaid with the proceeds from issuance of
commercial paper and other debt obligations and
from selective sales of assets of the merged
companies.

Strains on some sectors of the economy, as
well as the effects of overlv aggressive lending
policies by some institutions. continued to be
reflected in relatively high levelis of nonperform-
ing and other troubled loans in a number of

depository institutions. As the vear wore on,
there were signs of more forcefui efforts to deal
with these problems and their consequences.
Loan-ioss provisions were significantly in-
creased. and steps are being taken 1o correct
weaknesses in credit standards. The largest bank
holding companies generally improved their cap-
ital positions over the year, partly in response to
supervisory guidelines to raise capital ratios.
These approaches will take time to bear full fruit,
and progress in strengthening balance sheets will
be dependent on reasonable profitability as weli
as on developments external to the banking
system. In that connection, the strains in agricul-
tural areas. on heavily indebted foreign coun-
tries. and in sectors of the energy industry pose
continuing challenges.

In long-term markets, municipal bond offer-
ings achieved new highs in 1984. Tax-exempt
offerings were relatively light over the first half
of the vear as authority to issue single-family
housing revenue bonds lapsed and as the market
anticipated the imposition of retroactive ceilings
on tissuance of industrial development bonds
(IDBs). But volume rebounded in early summer
after passage of the Deficit Reduction Act. which
reauthorized housing bonds and stimulated a
flood of issues toward year-end to avoid stricter
rules for IDBs and student loan bonds. effective
January 1. 1985. Financial and nonfinancial cor-
porations also raised record amounts through
bond offerings: however, the maturities of new
issues tended to be much shorter than in previ-
ous vears. and many offerings carried provisions
that essentially transformed these obligations
into short-term or variable-rate debt.

Variable-rate instruments exhibited increasing
popularity within the home mortgage secior as
well. Adjustable-rate mortgages (ARMs) ac-
counted for almost two-thirds of the number of
conventional first mortgages on homes at major
institutional originators in 1984, up considerably
from only one-quarter of such originations the
previous vear. Thrifts, in particular. preferred to
acquire ARMs rather than fixed-raie mortgages
in an attempt to reduce their alreadv acute expo-
sure (o interest rate risk. The widespread accep-
tance of ARMs by consumers was attributable
partlv to substantial initial rate advantages of-
fered on ARMs compared with fixed-rate mori-



gages, as well as to other features that limited
borrower exposure to higher future interest pay-
ments, at least for several years. Large initial
rate discounts became less prevalent after the
adoption of somewhat tighter standards both for
purchases by federal credit agencies and for the
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underwriting of ARMs by private mortgage in-
surers. Yet, despite the shift toward ARMs dur-
ing 1984 and increased consumer and business
lending, the assets of thrifts remained heavily
concentrated in relatively low-yielding instru-
ments. i
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Staft Studies

The stuffs of the Board of Governors of the
Federal Reserve System and of the Federal
Reserve Banks undertake studies that cover a
wide range of economic and financial subjects.
From time to time the results of studies that are
of general interest to the professions and to
others are summarized in the FEDERAL RESERVE
BULLETIN.

The analyses and conclusions set forth are
those of the authors and do not necessarily

STUDY SUMMARY

indicate concurrence by the Board of Governors,
by the Federal Reserve Banks, or by the mem-
bers of their stuffs.

Single copies of the full text of euch of the
studies or papers summarized in the BULLETIN
are available without charge. The list of 'ederal
Reserve Board publications at the back of each
BULLETIN includes a separate section entitled
“Staff’ Studies’ that lists the studies that are
currently available.

COMPLIANCE COSTS AND CONSUMER BENEFITS OF THE ELECTRONIC FUND TRANSFER ACT:

RECENT SURVEY EVIDENCE

Frederick J. Schroeder—Staff, Board of Governors

Prepared as a staft study in the fall of 1984,

An understanding of the cconomic and institu-
tional effects of the Board’s consumer protection
regulations is important 1’ the Board is o carry
out the responsibilitics given to it by the Con-
gress. The Board requires information on com-
pliance efforts to ascertain that statutory con-
sumer protections are implemented and that
regulations are not unduly burdensome or com-
plex. Furthermore, recent laws require that the
Board review all of its regulations with a view to
minimizing compliance costs and eliminating un-
necessary burdens that compliance imposes on
small businesses.

The number of financial institutions offering
electronic fund transfer (EFT) services, the num-
ber of consumers demanding those services, and
the volume of consumer clectronic transactions
have steadily accelerated in the past decade.
This study cxamines the compliance costs and
consumer bencfits of Regulation I, which regu-
lates consumer TS, To ascertain the costs of
complying with Regulation I, the Board’s staft

conducted a survey of financial institutions in
1981-82. Respondents represented a wide varie-
ty of sizes, geographic regions, state branching
laws, and bank holding company aftiliations. The
results of the survey are analyzed in this study.

‘T'he survey was designed to determine start-up
and ongoing compliance costs separately. Sever-
al conclusions may be drawn. Larger institutions
tended to have higher ratios of start-up costs to
ongoing costs. Smaller institutions devoted, on
average, greater shares of their expenditures for
compliance to legal, administrative, and training
costs than larger institutions did. For all institu-
tions as a group, the change in data processing
systems was the most expensive start-up func-
tion. and labor was the most costly ongoing
function. Larger institutions tended to have low-
er compliance costs per EFT transaction and per
million dollars of total deposits; a possible infer-
ence is that some small institutions experience a
cost disadvantage in compliance.

Lconometric estimation of a cost relation



showed that start-up compliance costs varied
directly and significantly with the size of con-
sumer transaction deposits and with the provi-
sion of automated teller machines. Ongoing com-
pliance costs varied directly and significantly
with the number of EIF1 transactions. There was
no indication that the deposit growth rate, the
branching structure of the institution, or the size
of the parent firm significantly aftected compli-
ance costs. The econometric results provide cvi-
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dence of cconomies of scale in compliance and
imply that, as EFT transactions increase in vol-
ume and importance at an institution, average
compliance cost per transaction is likely to fall.

Consumer rights in FFT do not appear to be a
problem, and available cvidence indicates that
the number of account crrors and unauthorized
transfers is negligible both in absolute terms and
relative to the volume of EFT transactions oc-
curring in the payments system. [
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Industrial Production

Released for publication 'ebruary 15

Industrial production increased an estimated 0.4
percent in January following gains of 0.5 percent
in December and 0.4 percent in November. The
overall rise for January is bascd on strong gains
in automotive products, defense cquipment, and
energy materials, with relatively little change
elsewhere. At 166.6 percent of the 1967 average,
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1967 = 100
Grouping 1984 1985
Dec. Jan.
Total industrial production ......... 165.9 160.6
Products, total ... 169.2 1701
Final products.............. ..., 167.7 168.%
Consumer goods. ..o 163.6 164.7
Durable ... 163.7 166.9
Nondurable ............ . ... 163.5 163.8
Business cquipnient. . ... ... 190.9 191.4
Defense and space............. 144.1 145.7
Intermediate products.......... .. 174.6 175.0
Construction supplies .. ..., .. 158.9 159.3
Materials . ... ... o 160.7 161.3
Manufacturing ... ... .. . 168.0 168.4
Durable ... ... 159.2 159.8
Nondurable . ... ... . 0 180.7 180.8
Mining ... ... 124.6 125.2
Utilities .. ... o 181.2 184.9

Percentage change tfrom preceding month Percentage
: change,
1984 1985 Jan. 1984
i . - - to Jan.
1 Oct. 1 Nov. } Dec. Jan. 1985
1
Major market groupings
-4 4 5 4 S.1
A .S B S 6.5
4 i 8 NG 7.2
0 & 4 N 33
K 2.1 (.0 2.0 2
2 A 2 2 3.7
5 K 1.3 3 12,1
N Y 1.3 I.1 13.6
2 - & 2 4.3
A 9 11 3 2.4
1.5 N N K 3.0
Major industry groupings
2 A B 2 5.6
0 3 1.0 4 7.5
-5 A3 4 N 32
-4.0 1.0 -.2 S 3
2 23 -1.9 2.0 22

Notk. Indexes are seasonally adjusted.

sumer goods increased slightly again in January.
Output of defense and space equipment contin-
ued to be strong, increasing 1.1 percent. Howev-
er, business cquipment rose only about 0.3 per-
cent following a gain of 1.3 percent in December,
Output of construction supplics also rosc slightly
in January. Production of both durable and nou-
durable materials  continued to show little
change, but energy materials increased 2.2 per-
cent in January.

In industry groupings, manufacturing output
rose 0.2 percent in January as durable goods

increased 0.4 percent, and nondurable goods
output was little changed. Steel production, al-
though stll at depressed levels, posted gains in
both January and December. Mining output rose
0.5 pereent in January. Utilities gained 2.0 per-
cent, following a decline of 1.9 percent in the
previous month, reflecting a larger-than-scasonal
shift to winter weather between December and
January.



204

Statements to Congress

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Joint Economic Committec of the
U.S. Congress, February 5, 1985.

I am pleased to appear once again before this
commitiee to discuss the cconomic situation. As
you know, the Federal Reserve will be submit-
ting its semiannual report on monetary policy to
the Congress in about two weeks. My testimony
then will provide a full account of recent mone-
tary developments and will report on the deci-
sions to be taken shortly by the Federal Open
Market Committee regarding money and credit
targets for 1985. Thercfore, in my prepared re-
marks this morning, I will limit myself to a
broader view of the current cconomic setting,
with some emphasis on the interrelationships
between domestic and international develop-
ments.

Two years ago, when the current business
expansion was just beginning, 1 expressed to this
committec my belief that, through a difficult
period of economic and financial adjustment, we
had potentially been laying the groundwork for
sustained growth and prosperity. 1 felt then, and
1 feel now, that restoring and maintaining a
greater sense of price stability would be central
to that effort.

Today, I think it is fair to say that that bright
promise for the longer run remains. Economic
growth has, in fact, been strong over the past two
years, and inflation has remained at or very close

to the much lower levels reached at the start of

the recovery period. Since 1985 started, most
observers have shared the view that prospects
for further growth remain good, and expecctations
of stronger inflationary pressures as the expan-
sion period is extended, quite prevalent earlier,
have been at the lcast muted.

Nonetheless, clear risks and obstacles remain
to making good on our own potential both for
stability and growth, and to accomplishing that,
as wc must, in the context of a more prosperous

world. To a considerable degree, the “‘buts™ and
“ifs”” are well understood. Yet, that intellectual
understanding will be for naught if the appropri-
ate policy responses are lacking, whether be-
cause of unwarranted complacency bred by cur-
rent performance, because of the inherent
political difficulty of reaching the necessary con-
sensus, or because of some combination of the
two.

EVIDENCE OF PROGRESS

The clearcst evidence of progress toward our
long-run aims lies in the combination of better-
than-anticipated growth and lower-than-antici-
pated inflation over the past two years. To be
sure, the current expansion began from a low
level, and uncmployment has not yet been re-
duced to levels we have enjoyed historically and
want to regain. But after widespread doubts
about our economic prospects, the recovery of
1983 has blossomed imto what has been one of
the strongest cxpansions of the postwar period.

Real gross national product grew more than
5% percent over the course of 1984, bringing the
cumulative gain in domestic output over the past
two years to about 12 percent. The rise in
production has becn associated with an increase
in employment of more than 7 million since the
end of 1982, and the uncmployment rate has
fallen about 3%2 percentage points over that peri-
od, to about 7% percent. As part of that general
improvement, there has been a sharp rebound in
profits and a surge in business investment, fac-
tors that should bode well for our future growth
potential. Spending for innovative, high-technol-
ogy capital has grown ¢specially rapidly. Produc-
tivity has grown more strongly, although there
are still important questions as to how much the
underlying trend has improved.

The recent monthly data on consumer and
producer prices continue to show only very small
increases for a wide range of goods. For some



important commoditics, including petroleum and
a number of raw materials, price declines have
been more common than price increases. Prices
of most scrvices have continued to increase at a
substantially more rapid rate—averaging 5 1o 6
percent at the consumer level. Most of our
cconomy today is, in fact, a “‘service’ cconomy.
Those services are generally subject less directly
to competitive pressures from overseas. More-
over, labor-intensive scctors of the economy,
such as many services, may have less opportuni-
ty for productivity growth. Nevertheless, the
rate of price increase for services has been
significantly less than in the late 1970s and the
first years of the 1980s.

Further improvement will be necessary in
these areas to maintain progress toward stability.
In a direct sensc, that depends in considerable
part on whether the rate of nominal wage in-
creases continues to decline in service industries
to levels more characteristic of the rest of the
cconomy.

With inflation down, workers in general have
apparently felt less need to press for large in-
creases to make up for past price increases or to
stay ahcad of cxpected inflation. Businessmen
and workers in manufacturing, mining, and con-
struction have also recognized that they often
operate in a more competitive and more interna-
tional environment—one in which there are obvi-
ous perils in rising costs and prices and a premi-
um on cfficiency. The restraimt on wages and
costs generally neced not mean, however, re-
duced prospects for gains in real income. To the
contrary, the “‘payofl”” in a growing economy,
with rising productivity and more stable prices,
is more jobs and higher real incomes for the
average worker.

Success in containing inflation can help to
breed further success. It is indispensable to
prospects for achicving and maintaining a lower
level of interest rates, which, despite declines in
recent months, have remained historically high.
Over time, cxpectations of greater price stability
should become increasingly woven into the fab-
ric of household, business, and financial deci-
stonmaking. Efficiency and productivity should
benefit as less energy is spent in the largely futile
scarch for ways to “‘beat’ inflation. Pressures
for “‘precautionary’ wage and price increases
have diminished. As borrowing and lending hori-

zons arc lengthened, the financial structure
should be strengthened, and less ““inflation insur-
ance’” will be built into long-term interest rates.

OBSTACLES AND RISKS

After all the disappointments of the past with
failed anti-inflationary efforts, that process inev-
itably takes time. Meanwhile, we cannot simply
assume that inflation has been conquered, or that
we have in fact reached a new cra of sustained
growth. There are still too many obstacles to
permit that kind of satisfaction.

To put it bluntly, there are large and unsustain-
able imbalances in our c¢conomy, and in the
world cconomy. In the midst of the overall
improvement that 1 cited carlier, those imbal-
ances are reflected, for instance, in the intensity
of the strains in agriculture and in a number of
other basic industries. There have been ¢xcep-
tionally high levels of unemployment in many
other industrialized countries, and, looking
ahead, too few signs of really significant im-
provement in that respect. That outlook bears on
our own markets. Moreover, the financial posi-
tion of the heavily indebted developing countrics
remains vulnerable, and their difficulties can feed
back on our cconomic outlook and financial
system. And, as [ noted carlier, intercst rates
remain high relative both to historical experience
and to recent rates of inflation.

These difficulties arise, in part, out of structur-
al problems unique to one sector or another, and
to that cxtent must be addressed at that level.
The painful pressures on some  businesses,
farms, and financial institutions also reflect the
strain of adjusting 10 a less inflationary environ-
ment, when their financial decisions had, implic-
itly or explicitly, been based on expectations of
accelerating inflation. But these strains are being
aggravated by financial pressures and disloca-
tions related to our budgetary problems. Until
that underiying problem is decalt with appropri-
ately, we will unnecessarily be putting at risk all
those bright prospects for stability and growth of
which [ have spoken.

The distortions in the cconomy are manifest in
our massive trade and overall current account
deficits, which reached levels of almost $110
billion and $100 billion respectively during 1984,
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It is not a coincidence that those cxternal deficits
are accompanied by an cnormous internal budget
deficit—a deficit that, according to both adminis-
tration and Congressional Budget Office esti-

mates, will tend to grow further in the absence of

corrective action, even assuming healthy cco-
nomic growth,

Given the deep recession and high levels of

unemployment in 1982, the sluggishness of the
world economy, and the strains on developing
countries, sizable deficits in our budget and trade
accounts could and did serve an important tran-
sitional function in helping to cncourage recov-
ery here and abroad. Specifically, the domestic
deficit helped sustain and increase domestic pur-
chasing powecr, and the morce favorable tax treat-
ment for investment helped encourage capital
spending. The growth of our markets has proba-
bly been the single greatest expansionary force
for other countries over the past two ycars, and
our cconomy absorbed the brunt of the neces-
sary cfforts of the heavily indebted Latin Ameri-
can countries 1o restore external financial and
economic ¢quilibrium.

At the same time, the strength of the dollar in
the exchange markets, together with the ready
availability of goods from abroad, has been a
potent factor in damping inflationary forces and
satistying our consumption demands. What then,
it might be asked, is the difficulty? Why not rest
content?

The answer, most fundamentally, is that cco-
nomic analysis and common sense coincide in
telling us that the budgetary and trade deficits of
the magnitude we arc running at a time of grow-
ing prosperity arc simply unsustainable indefi-
nitely. They imply a dependence on growing
foreign borrowing by the United States that, left
unchecked, would sooner or later undermine the
confidence in our cconomy ¢ssential to a strong
currency and prospects for lower interest rates.
At the same time, the hard fact is that the budget
deficit, on top of the private investment needed
to support growth and productivity, outruns our
internal savings potential, The fargest and richest
cconomy in the world has perforce been required
for the time being to draw on savings generated
abroad; in that real sensc we are living beyond
our means. As we continue to draw so heavily on
the world’s savings, there is a drag on internally
generated expansion clsewhere, feeding back on

our trading prospects. And, the resulting imbal-
ances and financial strains generate political
pressurcs, here and abroad, for counterproduc-
tive protectionism, for economic nationalism,
and for excessive money creation that would, if
implemented, undercut and jeopardize all the
progress we have made,

THI EXTERNAL DIMENSION

While much of our rhetoric still skirts the issuc,
the time has passed when we can intelligently
assess our performance and our policies without
considering the external dimension—the implica-
tions for international trade and capital flows,
exchange rates, and cconomic and financial con-
ditions ¢lsewhere. Like it or not, world financial
markets and cconomies are integrated as never
before. Over time, | believe, we derive enormous
benefits from that fact. But it imposes disciplines
of its own.

The complications in analysis and the potential
tor good or ill were amply illustrated in 1984, As
you know, the growth of economic activity
slowed abruptly during the summer and early
fall. Following the cxceptionally rapid growth
over the first half of the year, some slowdown
should not have been surprising, given the fluctu-
ations in cousumption and inventory imbalances
common as an expansion period is extended. By
year-end, there was evidence once again of more
positive trends in household spending and some
inventory imbalances appeared to be at least
partially corrected.

But as domestic demands slowed, the more
fundamental imbalances remained and became
more obvious. Throughout this recovery, domes-
tic purchases of goods and services have in-
creased faster than domestic production. In ¢s-
sence, a lot of demand generated in this country
has flowed abroad through our rising trade defi-
cit, providing stimulus for production overscas
rather than in this country. The increase in
immports did not scem 1o matter much so long as
output and employment generally were expand-
ing so rapidly. But ¢ven then, important sectors
of the economy, in a rcal sense, did not share at
all fully in the overall recovery, with trade pres-
sures aggravating deep-scated structural prob-
lems. As soon as domestic demand dropped from



the extraordinarily rapid rate of the first halt” of

the year. the effects of the demand slowdown on
production werce amplificd by the rising trade
deficit.

From [982 to the second half of 1984, the
current account deteriorated about $100 billion,
pushing us into an external deficit equivalent to
2% to 3 percent of the gross national product.
Just as for a houschold or a business, current
spending abroad can exceed current income only
to the extent that we can draw on foreign assets
or that debt is increased. As a consequence, the
United States is in the process of moving from
being the world’s largest creditor to being the
world’s fargest debtor.

Thus far in the cxpansion, the net inflow of

capital nceded to finance the current account
deficit has been readily forthcoming, so much so
that the dollar cxchange rate has persistently
strengthened even as the U.S. current account
has deteriorated. No single factor appears (o
account for that flow. Relatively high interest
rates in this country, our success in reducing
inflation, and perceptions of political stability
and economic vitality all have contributed. But
political and cconomic uncertainties abroad ap-
pear 1o have played a part as well.

The strong flow of funds from abroad has
been a key factor helping to amcliorate financial
stresses in this country, as cxpansion generated
large new demands for private financing on top
of the continuing federal deficit. T'wo tables illus-
trate the point.!

As indicated, net domestic savings—personal,
business, and state and local government—have
increased appreciably as the economy has ex-
panded. The ratio of net savings to the GNP is
near the top of its historical range. But those
domestic savings have not been nearly enough to
finance both rising private investment and the
federal deficit. Those requircments, relative to
the gross national product, have risen about 4%
percentage points in the past two years to about
11V percent of the GNP, far above past relation-
ships. About half of the increase was met by
higher savings from abroad.

I do not believe we can escape the conclusion

. The attachments to this statement are available on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.(C. 2055¢(.
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that, without the ready availability of savings
from the rest of the world, pressures on our
financial markets would have been greater and
domestic interest rates would have been still
higher, at some point undermining the outlook
tor domestic housing and investment.

The kind of obvious ‘‘crowding out,”” so wide-
ly anticipated a year or two carlier, has been
avoided. But, in a real sense, important sectors
of our economy are paying the price. Those
dependent on foreign markets and those compet-
ing with imports are being *‘crowded.”” To put
the point in perspective, the $100 billion deterio-
ration 1 our current account—a measure of
“lost” markets for U.S. producers—is equiva-
lent in size to about two-thirds of the entire
residential housing sector.

As | emphasized carlier, viewed in a world
context, our ability and willingness to run a
sizable trade and current account deficit during a
period of strong domestic recovery had construc-
tive implications for others. But, as we look
ahead, neither we nor other countries can expect
growth to be maintained indefinitely on a shaky
foundation of large and growing trade deficits,
massive capital flows to the United States, and
accelerating international indebtedness.

The visible strains 11 some scctors of our
cconomy and inferest rates that have remained
historically high arc c¢lear warning signals. Per-
haps less obvious, but nonetheless real, the drain
of savings from other countries to the United
States and the related tendency for their curren-
cies to depreciate vis-a-vis the dollar appcar to
be inhibiting more forceful policies to cncourage
“home grown’ expansion abroad. A healthy
world cconomy—and better export markets for
the United Statcs—are ultimately dependent on
that expanston. The dilemma is that so long as
demands on our own capital markets cxceed our
capacity to save, the stability of our own finan-
cial markets is, in cffect, hostage to a large
continuing inflow of foreign capital.

That flow, in turn, is dependent on the mainte-
nance of confidence in our own prospects and in
our own currency. But so long as the imbalance
in our trade persists and increases, the greater
the risk that that confidence will be eroded,
disturbing our financial markets and jeopardizing
our growth. It is that apparent inconsistency that
must be confronted.
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THE ROLE OF MONETARY POLICY

While I will be testifying with respect to Federal
Reserve policy in some dctail shortly, a few
general observations about monetary policy are
appropriate in this context. That policy, in the
most general terms, is directed toward encourag-
ing the process of restoring price stability while
providing enough money to support sustainable
growth in demand and output. Reasonable pro-
gress in those directions was made in 1984,
Indeed, the strength of the dollar, despite the
larger current account deficit, helped to recon-
cile strong growth in demand over the year as a
whole with restraint on prices. But, as Iindicated
a few moments ago, the rising trade deficit, as
more of the domestically generated demand

spilled over abroad, clearly raises questions of

the sustainability of a process dependent on large
inflows of capital.

Monetary policy can stimulate growth in the
money supply, but it cannot creatc the real
savings necessary to finance high levels of in-
vestment and cxcessive budget deficits simulta-
neously. That depends upon all the factors induc-
ing individuals and businesses to save for the
future. Eftforts to, in effect, paper over the diffi-
culty by financing the huge budget deficit with
excessive money creation would surely be coun-
terproductive. We would undermine the growing
confidence in prospects for stability. That confi-
dence is a necessary ingredient in any effort to
see lower interest rates in the years ahead. [t is
also essential to maintain the flow of capital from
abroad upon which we are for the time being
dependent.

In sum, I sce no realistic escape from our
dilemma by reverting to inflationary monetary
policies. They could only accelerate the distur-
bances we want to avoid. Indeed, without action

on the budget and other fronts, the possibility of

a reduced flow of capital from abroad would, if it
materialized, constrict the flexibility of monetary
policy.

THE PROTECTIONIST “‘SOLUTION”’
The current trade imbalances and the strong

pressures on particular economic sectors certain-
ly lead 1o strong pressures for protection from

affccted industrics. But that approach toward
“relief” is symptomatic, not fundamental. In-
decd, yiclding to those pressures could only
aggravate the difficultics, so long as the underly-
ing financial imbalances persist.

Suppose, for mstance, strong protectionist
measures actually had a pronounced effect in
closing our trade deficit. Then, the capital inflow
from abroad would also be reduced, and the
interest ratc and inflationary pressures would be
increased. The benefits to one industry would be
offset by greater financial market pressures and
damage to others. Or, if the capital inflows were
maintained, the dollar would presumably be driv-
en still higher, shifting the burden to ¢xporters
and unprotected industries.

More realistically, protectionism here would
be matched, or more than matched, abroad, with
devastating conscquences for world trade and
growth.

A CONSTRUCTIVE APPROACH

Onc lesson from our experience seems clear. The
progress that has been made toward greater
efficicncy, cost restraint, and innovation needs
to be continued and encouraged by public policy
in a variety of ways rather than discouraged by a
retreat into protectionism or new  permanent
federal subsidies that distort the economy and
aggravate the deficit.

1 do not want to suggest all the burden of
sustaining a favorable economic climate and re-
storing external cquilibrium rests on the United
States. A number of industrialized countries
might reasonably review their own possibilities
for stimulus in the light of their high levels of
unemployment and rather sluggish growth, and
they could constructively work to remove the
structural impediments to their growth. There is
too much protection of markets abroad, and the
ctlorts to deal with that need to be maiutained.

There is no single “‘magic pill”” to restore
equilibrium and assure growth. But neither can
there be real doubt that it is within our capacity
to take a large step, here and now. to easc the
necessary adjustments in agriculture and indus-
try at home, to make us less dependent on
foreign savings, to improve trade prospects, and
thus to reinforce prospects for growth and stabil-
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ity. That step would be to make decisive reduc- of recession or in the early stages of recovery
tions in our budget deficit. Those reductions, to turn destructive at a time of relative prosperity.
be credible, should be large enough and assured They arc reflected in imbalances in our own
enough to have an impact on expectations and economy. At the same time, our dependence on
confidence, cven if they cannot be fully effective foreign savings can only impede the prospects

for some time. for sclf-sustaining growth abroad—and we can-
That is, of course, by now a tamiliar plea—but not indefinitely be virtually the only engine for
it is no less urgent for its familiarity. To the world expansion.
contrary, the sharply increased size of our exter- Action now, and action large and forcetul
nal deficit, the tendency for the budget deficit to enough 1o be scen to be decisive, is the construc-
grow even as the economy cxpands strongly, and tive way to resolve the impasse and to work
the still high interest rates should be warning toward international balance. In the process, it
enough that we are on an ultimately unsustain- will help enormously to ensure those bright pros-
able path. pects for growth and stability of which I spoke at
Deficits that are relatively benign in the depths the start. L]

Statement by Paul A. Volcker, Chairman, Bourd ed by our twin deficits—in our budget and in our

of Governors of the Federal Reserve System, external trading accounts. Those two deficits are
before the Committee on the Budget, U.S. Sen- themselves related to each other.
ate, February 8, 1985. Until those underlying problems are adequate-

ly addressed, we will be putting at risk our hard-
1 am pleased to appear once again before this won gains and the bright promise for the future.
committee to discuss the economic situation and, It is difhcult for me to see a constructive solution
in that context, some implications of the budget- to thosc problems without going to their source.
ary choices that you must make for the cconomy, The implication secems clear to me—we need to
for financial markets, and for our international deal effectively with the reality of an enormous
position. | realize that the task that confronts you budget deficit at a time of growing prosperity and

in dealing with the budgetary position is extreme- with the clear threat that, left untended, that
ly difficult. Those difficultics are matched by deficit will risc over future years cven in the
their significance for the well-being of our econ- context of a growing economy.

omy and, indeed, of the world cconomy gen- As background for your deliberations, I would
erally. emphasize the linkage of our budgetary posture

Farlier this weck [ testified before the Joint  to the external side of the economy. The simple
Economic Committee. That testimony reviewed fact is that we can no longer view our economy in
our economic progress, the obstacles and risks isolation from the rest of the world. As you
before us, and attempted to place questions of know, the imbalances in our economy are most

monetary and fiscal policy in that setting. obviously manifested in our massive trade and
Suffice it to say that the past two years have current account deficits, which reached about
demonstrated highly encouraging progress to- $110 billion and $100 billion respectively during
ward returning the economy to a path of sus- 1984. 1t is not a coincidence that these external
tained growth and stability. Most obscrvers con- deficits have developed alongside the internal
cur that the immediate prospects remain budget deficit.
favorable. But at the same time there are large That budget deficit, together with the rising
imbalances in our economic performance and investment necded to support growth and pro-
points of severce strain here and abroad. There ductivity, must be financed either internally or
arc particular factors helping to account for externally. We do not have the capacity now or
many of those strains, and they must be dealt prospectively, given the size of the federal defi-
with directly. But it 1s also true that most of thosc ¢it, to save cnough domestically to meet those

specific difficulties are reflected in and aggravat- needs. We have become perforce dependent on a
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growing net inflow of foreign savings to supple-
ment our own.

The two tables illustrate the point.! Kven as
domestic savings have grown, about one-quarter
of our net needs for investment and for deficit
financing have had to be met from foreign
sources. So far, that capital has been readily
available, partly because more new funds have
poured in from abroad and partly because our
banks are lending less to other countrics. That
flow has had the effect of containing pressures on
interest rates and on our capital markets, cven
though intcrest rates, as you know, have re-
mained high historically and relative to the cur-
rent rate of inflation.

But the implications of that capital inflow are
not all favorable, and the adverse implications
arc mounting. The mirror image ot a capital
inflow is the trade and current account deficits,
with adverse impacts on all those industries that
look to export markets or that compete with
imports. One cffect is that sizable sectors of the
American cconomy have not participated at all
fully in the recovery. The drain on foreign sav-
ings and the related depreciation of their curren-
cies vis-a-vis the dollar seem 1o be inhibiting
prospects for internally generated growth
abroad. At the same time, our capital markets
and interest rates have become hostage to a
continuing flow of toreign capital. Over time, the
interest cost of those foreign borrowings will
compound upon themscelves.

A basic objective of monctary policy is, of

course, to provide enough moncy to sustain

growth in domestic demand in a framework of

moving toward greater price stability. Some-

1. The attachments to this statement are available on

request from Publications Services, Board of Governors of

the Federal Rescrve System, Washington, D.(C. 20551,

times the suggestion is made that we can go
further and somehow resolve the imbalance be-
tween domestic savings and investment by ex-
panding the moncy supply. But printing money is
not a substitute for the real savings necessary to
finance high levels of investment and budget
deficits simultancously. kxcessive money cre-
ation would be counterproductive in two re-
spects. To the extent it stirred new inflationary
fears, after all the progress that has been made,
those fears would sustain the level of interest
rates and even drive them higher. By undermin-
ing the growing confidence in prospects for sta-
bility, it could discourage the capital inflow on
which, for the time being, we are dependent.

The I'ederal Reserve, the administration, and
the Congress have no magic wands to restore
equilibrium and to assure growth in one casy
stroke. Efforts must be made in a number of
dircctions to sustain the bright promise of the
economy. But the key ingredient in the policy
mix seems clear enough. Steps now toward deci-
sive, creditable reductions in our budget defi-
cits—Ilarge enough to have an impact on expecta-
tions and confidence in markets—would provide
the necessary sense of reassurance while work-
ing to alleviate the underlying imbalance be-
tween our capacity to save and the demands on
those resources.

I am sensitive to the difficult, practical, and
political decisions that must be made. But 1 also
know the longer the choices are delayed, the
greater the risks and the larger the task. As we
saw 1 the 1970s, confidence can be a fragile
thing. It nceds to be nourished and defended.

[t will take action, and strong action, to get the
deficit on a downward trend. Then growth can
help to do the rest. And your action on the
budget will help c¢normously in assuring that
growth can be sustained 1n a framework of
greater price stability. [l
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Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Commitiee on Bunking, Housing, and
Urban Affuirs, U.S. Senate, I'ebruary 20, 1985.

1 appreciate this opportunity to appear beforc
you to present the Federal Reserve’s monetary
policy objectives for 1985, In accordance with
the Humphrey—Hawkins Act, the semiannual
report of the Federal Reserve was transmitted to
you this morning. That report reviews in detail
economic developments and monetary policy in
1984, and sets forth for 1985 the plans for policy
by the Federal Open Market Committee. This
morning [ would like to discuss the Committee’s
decisions and the outlook for the cconomy in the
context of some important unfinished business
facing all of us responsible for economic policy.

THE ECONOMIC SETTING

The familiar objective of monetary policy is to
foster sustained cconomic growth and employ-
ment in a context of reasonable price stability.
Stated so gencrally, that objective can hardly be
challenged: it indced cncompasses the broad
goals of economic stabilization policy generally.
Measured in those terms, there is clear reason
for satisfaction in the performance of the econo-
my last ycar. In summary, with real gross nation-
al product up 5% percent over the year, and
about 12 percent in two years, we have enjoyed
the strongest cxpansion since the Korean War
period. On top of the gains in jobs in 1983,
employment increased more than 3 million last
year. The uncmployment rate fell one tull per-
centage point 1o 7.2 percent at year-end. Real
incomes for the average American are up.
Prospects for sustained growth and productivi-
ty over time rest importantly on success in
achieving and maintaining an environment of
greater stability of prices and financial markets.
In that light, it 1s ¢ncouraging that, contrary to
widespread carlier  ¢xpectations, the  strong
growth of’ 1984 took place without inflation in-
creasing appreciably from the sharply reduced
levels of 1982 and 1983. Specifically, the con-
sumer price index incrcased about 4 percent last
year, little changed from the previous two years,
and prices of most goods (in contrast to services)

at the wholesale and retail levels rose less than
that. While the cvidence is less tangible, there
are also encouraging signs that chronic expecta-
tions of future inflation have been damped.

The behavior of actual prices and nominal
wages, which by some mcasures rosc more slow-
ly in 1984 than in 1983 despitc expanding de-
mands for labor, may in some part reflect those
changes i attitude. Businessmen and workers
no longer seem so preoccupied with a need to
anticipatc inflation in their pricing and wage
decisions. And declines in bond vyields after
midyear seemed to reflect, to some degree, less
fear of future inflation.

To be sure, a number of factors that may not
be lasting have helped to hold price increases
down. The continuing appreciation of the dollar
and strong competition from imports have placed
strong pressures on prices and wages in some
manufacturing and mining industrics. Wide-
spread declines in commodity prices cannot per-
sist indefinitely. Unemployment is still higher
than we would like to see. But it is also true that
progress against inflation, as it is prolonged, can
potentially feed on itsell by encouraging re-
strained price and wage behavior.

As we start 1985, the immediate cconomic
outiook appears reasonably favorable in these
respects. Projections of Federal Open Market
Committee members that 1 will be reviewing
later in my testimony broadly parallel those of
the administration, the Congressional Budget
Office, and many other observers; economic
growth 1s cxpected to remain strong enough in
1985 to produce some further decline in unem-
ployment, with little it any pickup in inflation.

But we must not be beguiled by those tranquil
forecasts into any false sense of comfort that all
is well. If the enormous potential of the Ameri-
can economy for growth and stability—not just
for 1985 but for the years beyond—is to become
reality, we nced a sense of urgency, not of
relaxation.

For onc thing, with the general price level still
rising in the ncighborhood of 4 percent a year—
and with prices of services that today account tor
so much of the cconomy rising more rapidly than
that—we should not contuse cvidence of pro-
gress against inflation with ultimate success.
Indeed, the more tavorable price expectations |
noted a few moments ago could prove fragile—-
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highly vulnerable to any indications that public
policy is prepared to accept and to accommodate
inflationary forces. That must be of particular
concern in the conduct of monetary policy.

Perhaps more immediately, despite the
strength of the overall expansion, some impor-
tant areas of the economy are under strain and
there have been recurrent international and do-
mestic credit problems. Those strains and pres-
sures are aggravated by undertying imbalances
that, unless dealt with ettectively, will undercut
the long-term outfook.

One of those imbalances was highlighted by
the slowdown in growth of gross national prod-
uct we experienced in the third quarter. Such a
“‘pause’’ is not an unusual feature of an expan-
sion period. Demand does not grow smoothly,
and occasional inventory imbalances will devel-
op that require production adjustments. What

was unusual last summer was that the slowing of

demand growth was accompanied by a surge in
imports, magnifying the effects on domestic pro-
ducers. That summer import surge was reversed
by year-end, but the underlying trend toward
higher imports is clear. Our trade deficit in-
creased to about $110 billion in 1984, far higher
than ever before, and the entire external current
account deficit—counting both goods and ser-
vices—has deteriorated about $100 billion since
1982. The sustainability of that trend, politically
as well as cconomically, is, to say the least,
questionablc.

The rising trade deficit helps account for the
failure of a number of important sectors to partic-
ipate at all fully in the expansion. Agriculture,
heavy capital cquipment producers, and the met-
als industry, all of which face difficult structural
problems in any cvent, arc examples. They are
further pressed by interest rates that, as you
know, remain historically high, both in nominal
terms and relative to recent inflation.

[Looking abroad, growth in many industrial
countries remains sluggish amid continuing high

levels of unemployment, and depreciation of

their currencies vis-a-vis the dollar seems to be
one factor inhibiting more expansionary policics.
Important developing countries are still strug-
gling to restore stability and maintain growth
while taboring under heavy debt burdens. In this
interdependent  world, these  dificulties feed
back on our own prospects.

It is no coincidence that the record external
imbalance and continued high interest rates have
been accompanied by large federal budget defi-
cits—deficits that according to projections of
both the administration and the Congressional
Budget Otlice will only deepen in the years ahead
in the absence of decisive corrective action.

Government deficits can be relatively benign,
and even useful, in boosting incomes and pur-
chasing power in the slough of recession and
when private investment and credit demands are
weak. It is also true that our growing volume of
imports over the past two years has provided an
impetus for growth in other countries when other
expansionary forces were weak. Moreover, the
kind of obvious squecze on, or ‘‘crowding out’™’
of, domestic housing and investment that many
anticipated as the e¢xpansion has developed has
not been apparent.

We have been able to reconcile high deficits,
sharply rising imports, and strong investment
mainly for one reason: we have been able to
attract an cnormous amount of savings from
abroad to supplement our own. The net capital
inflow approached $100 billion last year, and it
will probably need to be still larger this year.
Domestic net savings—Dby individuals, busi-
nesses, and state and local governments—arc
running at about $325 billion, so the supplement
from abroad adds close to a third to net savings
generated internally. The net capital inflow was
equivalent last year to more than half the budget
deficit.

That same inflow of tfunds has encouraged a
very strong dollar. The strong dollar, in turn,
contributes importantly to the huge and growing
trade deficit. Our policy dilemma is simple but
perhaps not fully understood. We cannot logical-
ly welcome the capital inflow from abroad in one
breath and complain about the trade deficit in the
next. They arce two sides of the same coin.

We are managing to finance the deficit and
maintain housing and investment expenditures
with the help of imported capital. At the same
time, the exporter, those competing with im-
ports, and the farmer arc being “‘crowded out.”

Looking ahcad, the stability of our capital and
money markets is now dependent as never be-
tore on the willingness of foreigners to continue
to place growing amounts of money in our mar-
kets. So far, they have been not only willing but
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eager to do so. But we are in a real sense living
on borrowed money and time.

It is up to all of us to make constructive use of
both the money and the time. In essence, that is
the challenge for all of us—for monetary and
fiscal policy, and for all the other policies that
can contribute to a productive, growing econo-
my.

MONETARY POLICY IN 1984

As you will recall, the economy was expanding
particularly rapidly during the early part of 1984,
and demands for money and credit—and for
bank rescrves to support monetary growth—
were also strong. By carly spring, data available
at the time showed M1 increasing at rates well
into the upper portion of its range for the year,
which targeted growth at 4 to 8 percent.! At the
same time, driven by the financing needs gener-
ated by rising levels of private spending and by
the federal government, M3 and nonfinancial
credit were expanding around or above the upper
end of their long-term ranges.

The strong expansionary forces in the econo-
my were reflected in some limited upward move-
mernts in interest rates in February and March,
and early in the spring the Federal Reserve began
to exert some additional restraint on reserves
being supplied through open market operations.
Consequently, depository institutions were
forced to rely increasingly on borrowing at the
discount window to satistfy demands for re-
serves. With credit demands and the economy
continuing to expand strongly, and with markets
concerned about the possibility that inflationary
forces might reassert themselves as the period of
strong expansion lengthened, interest rates
moved noticeably higher in the spring. In April
the Federal Reserve increased its discount rate Y2
of a percentage point to 9 percent to bring this
rate into better alignment with market rates and
to discourage reserve adjustment at the discount
window.

I. The data in this testimony for the monetary aggregates
reflect recent seasonal and benchmark revisions. While the
changes for the year as a whole were small, the revised data
for M1 tor the first half of the year are lower, and the second
halt higher, than had been reported earlier.

Growth ranges for the aggregates for 1984 compared
with actual growth

Percentage increases, fourth quarter to tourth quarter

Aggregate Ranges (1‘;“1 “Ot\‘:/‘::]
Ml 4108 5.2
M2 . 6to9 7.7
M3, T 6to9 10.5
Domestic nonfinancial debt ... ... .. ... 8to 11 13.4

In May, a liquidity crisis developed in one of
the largest commercial banks in the country,
growing out of continuing concerns over weak-
nesses in its loan portfolio. The Federal Reserve,
the Federal Deposit Insurance Corporation
(FDIC), and the primary supervisor of the bank,
the Comptroller of the Currency, worked closely
together to support the orderly functioning of the
institution while more permanent recapitaliza-
tion and other elements of a long-term solution
could be developed. Nonetheless, that incident,
together with continuing concerns about interna-
tional debt problems, for a time contributed to
uneasiness in banking markets, and interest rates
on short-term private credit instruments rose
appreciably above those on government securi-
ties.?

Demands for money slackened after midyear
as the cconomic cxpansion slowed. Long-term
interest rates began to drop from the higher
levels reached in the spring as inflation concerns
moderated. With the problems of the Continental
Illinois Bank contained and progress made to-
ward restructuring the debts of some important
developing countries, the abnormal interest rate
spreads began to narrow, but the money markets
as a whole remained under some pressure. By
late August and September, with M1 growth
moving toward the midpoint of its range and M3
expansion slowing toward the upper end of its
range, and with some evidence that economic
growth had slowed, the Federal Reserve began
to ease pressurcs on reserve positions.

That process continued through the fall, and
borrowing at the discount window fell steadily
from September through January. Late in the
year, total and nonborrowed reserves began to
grow rapidly. Short-term interest rates declined

2. Appendixes A and B summarize these and related
developments, and the Federal Reserve response, more fully.
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between 2% and 32 percentage points over the
last four months of the ycar. Reacting to these
declines, and to an extent facilitating them, the
Federal Rescrve in two half-point steps reduced
the discount ratc to 8 percent, the lowest level
since 1978.

Several additional factors influenced judg-
ments about the appropriate degree of easing of
reserve positions during the fall. The dollar re-
mained exceptionally strong in foreign exchange
markets, potentially increasing pressures on
some sectors of the American economy and a
source of growing concern among some of our
trading partners expericncing depreciating cur-
rencies vis-a-vis the dollar. At the same time,
relatively favorable incoming data about prices
and wages tended to atlay concerns about actual
and potential inflationary pressures. In fact,
prices of many seansitive commodities were fall-
ing appreciably. In these circumstances, re-
serves could be provided more liberally, and
growth in the money supply more actively sup-
ported without providing a basis for a destructive
rise in inflation expectations.

The fall in interest rates and the more generous
provision of reserves in the context of some
increases in cconomic activity led to a rather
strong revival of M and M2 growth around year-
end, bringing both aggregates relatively close to
the midpoints of their respective ranges. As
monetary and credit growth continued at a rela-
tively rapid pace into January, the easing process
came to an end.

Unlike the pattern during much of 1982 and
1983, when M1 grew more rapidly than nominal
GNP (that is “‘velocity’” slowed), the income
velocity of MI rose 4 percent last year. That is
broadly in line with cyclical experience in the
past, taking into account both the pattern of
interest rale movements and income growth. M2
velocity also increased, rising about 1% percent
after two yearly declines.

These developments provide some support for
the view that velocity trends over time, as well as
cyclical changes for thesc aggregates, may be
returning to patterns more along the lines of
earlier expericnce. In contrast, in 1982 and 1983,
during a period of rapid transition to deregulation
of deposit interest rates and substantial econom-
ic uncertainty, those earlier patterns had been
disrupted and velocity had declined appreciably.

The rise in M3 and credit during 1984 e¢xceeded
expectations at the start of the year, and both
measures exceeded by a considerable margin the

whole. In fact, credit increased at its most rapid
pace for the entire period since World War 11,
both in absolute terms and relative to nominal
GNP. Debt growth of this magnitude would
appear to be much faster than consistent with the
long-run health of our economy and financial
system. It reflects to some degree the imbalances
in our economy I emphasized carlier.

For example, the budget deficit led to expan-
sion of federal debt of 16 percent, an unprece-
dented rate of growth in the second year of a
business cycle. The growth of the debt of nonfed-
cral scctors, at nearly 13 percent, also was high
relative to past experience. A portion of this
growth in private debt—perhaps about 1% per-
centage points—can be atiributed to a huge vol-
ume of mergers, leveraged buyouts, and stock
repurchases by businesses, which had the effect
of substituting debt for cquity. Despite somc
sizable sales of new stock, nonfinancial corpora-
tions on balance retired about $70 billion of stock
last ycar.

Whatever the circumstances and justification
for the particular companies involved, a financial
structure that tends toward more debt (and
shorter debt) relative to equity becomes more
vulnerable over time. More cash flow must be
dedicated to debt servicing; exposure to short-
run increases in interest rates is magnified; and
cushions against adverse economic or financial
developments are reduced. These are factors
that prudent lending institutions should take into
account in evaluating new credits, and reports
suggest that some banks did in fact review their
policies toward mergers and leveraged buyout
financing as the year wore on.

While the eflect cannot be isolated, the rapid
growth of debt relative to GNP may also reflect
the fact that domestic spending increased appre-
ciably faster than domestic production, which is
what the GNP measures. A new machine, for
instance, will require financing, whether pur-
chased at home or abroad, and sharply increas-
ing amounts of capital equipment have in fact
been imported. As I indicated earlier, directly or
indirectly, that financing may be supplied from
abroad, alleviating the pressures on our market.



But the debt burden incvitably rests with the
borrower.

MONETARY POLICY IN [985

At its meeting last week the FOMC agreed to
some small changes in some of the ranges tor the
monetary and debt aggregates tentatively set out
last July. The modifications are in responsc to
analysis of information now available and do not
represent any change in policy intentions. As
shown in the accompanying table, for M1, the
Committee reaflirmed the lower tentative range
it adopted last July of 4 to 7 percent growth from
the fourth quarter of 1984 to the fourth quarter of
1985. M2 is targeted to grow between 6 and 9
percent, the same range as used in 1984. The
upper end of that range was increased Y2 percent
from the tentative range for 1985 set in July. That
small adjustment reflects a technical yjudgment—
based on assessment of recent developments—
that M2 could expand more in line with income
growth this year, in keeping with the historic
record of little trend growth in its velocity.

The upper end of the new M3 range of 6 to 92
percent was also sct Y2 percent higher than
tentatively agreed in July. The associated moni-
toring range for credit was set at 9 to 12 percent,
a percentage point above the 1984 range. Adjust-
ments in both target ranges still contemplate a
considerable slowing in these (wo aggregates
from what actually occurred in 1984. Even so,
credit growth, fucled in part by the budget defi-
cit, 1s expected to be quite strong, significantly
exceeding the rate of expansion of GNP for the
third cousccutive year.

The Committee does not  anticipate  that
growth of debt within the targeted range would
necessarily posc significant new risks for the
cconomy or the financial system in the year
immediately ahead. However, a healthy financial
structure will in time require more restraint on
borrowing relative 1o the economic growth that,
in the last analysis, provides the wherewithal to
service the debt. One continuing problem in that
respect is the cextent to which the current tax
structure tends to favor debt rather than equity
financing, a point addressed in the administra-
tion’s reform proposals,

The ranges for growth in money and credit arc
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Growth ranges for the aggregates adopted for 1985
compared with tentative ranges and those for 1984

Percentage increases, fourth quarter to fourth quarter

Tentative
Adopted Tanges
. . . Ranges
Aggregate ranges for 1985
for 1985 setin | for1984
mid-1984
ML 4107 4107 4108
M2, oo 6to9 6to 8% 6toY
M3, ... o 6 to 9% 6to9 6109
Domestic nonfinancial
debt. ... oL 9to 12 Kto 1! 8to 1l

expected by FOMC members and nonvoting
Reserve Bank Presidents to support another year
of satisfactory economic expansion without an
acceleration of inflation. Forecasts of real GNP
growth centered around rates of 32 to 4 percent
from the fourth quarter of 1984 to the fourth
quarter of 1985—rates anticipated to be suflicient
to reduce the unemployment rate to around 6%
to 7 percent by year-end. Inflation, as measured
by the GNP deflator, was expected most fre-
quently to be in a range of 3% to 4 percent over
the year, about the same rate as prevailed in
1984 .7

In view of the necessarily tenuous nature of
any judgment about the outlook for exchange
rates, FOMC members in preparing their projec-
tions assumed that the dollar would fluctuate in a
range cncompassing its level ot recent months.
They also assumed that the federal budget deficit
would be reduced significantly in fiscal 1986
relative to base-line projections, a development
that would help damp both interest rate and
inflationary expectations. Obviously, those as-
sumptions suggest some of the important risks
inherent in the outlook.

As | indicated in discussing 1984 develop-
ments, we entered 1985 with the various mone-
tary aggregates growing relatively rapidly. The
targets for this year take, as usual, the actual
average for the fourth quarter of the previous
year as a starting point (or “*base’’). Consequent-
by, we are starting the year with the levels of the
aggregates above the target ranges as they have
been conventionally illustrated—that is by so-

3. These projections, now regularly set out in our Hum-
phrey—Hawkins Reports, should not be interpreted as indicat-
ing “‘targets’” for real growth or inflation in the short or longer
run. As discussed in appendix C, the Committee does not
target a specific long-range growth path for the economy.
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1. M1 target ranges and actual M1
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called ‘‘cones’ starting al a point late the previ-
ous year and widening through the current year.
(See charts 1 to 4.)

That conventional and widely used ‘‘picture’’
is essentially arbitrary. Interpreted rigidly (and
wrongly), the narrowness of a cone in the early
part of the year—literally narrower than some
weekly fluctuations in the money supply—would
attach policy importance to levels or movements
in the various aggregates that in fact have no
significance.

We have sometimes considered, and others
have suggested, a better ‘‘pictorial’” approach
would be to illustrate the targets by a different
(but also necessarily arbitrary) convention—par-
allel lines drawn back from the outer bounds of
the specified fourth quarter target ranges to the
base period, as shown in the charts. The target
range is then portrayed as maintaining the same
width throughout the year. The current levels of
the aggregates, as you can see in the charts, are
within such parallel lines.*

As a matter of economics and policy, rather
than graphics, the Committee is not disturbed by
the present level of M1 and M2 relative to its
intentions for the year. It contemplates that, as
the year progresses, growth will slow consistent
with the target ranges.

Consistent with that approach, as 1 indicated
earlier, the progressive process of casing reserve

4. Appendix D addresses the different but related ques-
tions of the appropriate ‘‘base’’ used in setting and illustrat-
ing targeted growth ranges.

positions undertaken in the latter part of 1984 has
ended. The provision of reserves through open
market operations is currently being conducted a
bit more cautiously to guard against inadvertent
“‘overshoots’ in supplying reserves. Any further
change in approach will, as always, depend upon
assessments of the trend of monetary growth in
the period ahead, evaluated in the context of the
flow of information in the economy, on prices,
and on domestic credit and exchange markets.

The annual target ranges for M1 and M2 as-
sume that trends in velocity are returning to a
more normal and predictable pattern. However,
there is some analysis that suggests the trend of
velocity over time may be a little lower than the
trend of 3 percent or so characteristic of much of
the postwar period when interest rates were
trending higher. Should developments during
1985 tend to confirm that somewhat lower veloci-
ty growth, and provided that inflationary pres-
sures remain subdued, the Committec antici-
pates that those aggregates might end the year in
the upper part of their ranges. The lower part of
the MI range would be consistent with greater
cyclical growth in velocity than now thought
likely. As usual, these ranges will be reviewed at
midyear, in accordance with Humphrey—-Haw-
kins Act procedures.

THE CHALLENGE AHEAD

The approach toward monetary policy that 1
have outlined for 1985 is designed to promote, as

2. M2 target ranges and actual M2
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best we can, our common objectives of sustained
growth and stability. We can build on the strong
progress of 1983 and 1984, There is forward
momentum in the economy. The public at large
seems to sense a greater degree of control over
inflation than for many a year—and I sense some
chance of further progress toward price stability
this year even as the cconomy grows.

Happily, despite the strength of the economic
advance and the financing of a huge deficit,
interest rates arc today little above those of two
years ago. 'The threats of financial dislocation
growing out of the debt probiems of much of the
developing world, or tfrom more purely domestic
financial pressures, have been well contained.
Points of strain will, without doubt, require con-
tinuing attention this year. But, in the context of
a healthy cconomy, they are capable of resolu-
tion,

By cncouraging appropriate growth in money
and credit, in discharging our supervisory rec-
sponsibilities, in performing when necessary the
essential functions of lender of last resort, and in
our general surveillance of the financial system,
the Federal Reserve can help build on that pro-
gress. We aim to do so. But it is equally impor-
tant to understand clearly what monetary policy
and the Federal Reserve cannot do.

The progress against inflation, the strength of
the dollar and the competition from abroad, and
some margins (it diminishing) of capacity and
manpower have provided a certain degree of
flexibility in the conduct of monetary poticy. But
that limited flexibility would be abused at our
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collective peril. Credibility in the eflfort to deal
with inflation is a precious thing. The lesson here
and abroad, now and through history, is that,
once a sense of price stability is lost, it can be
restored only with pain and suffering.

The Federal Reserve can theoretically run the
modern equivalent of the printing press—we can
create more money. But more money is not the
same as correcting the gross imbalance between
our ability to gencrate real savings and the de-
mands for those savings posed by housing, by
investment, and by the federal deficit.

To create moncey beyond that needed to sus-
tain orderly growth would be to invite renewed
inflation—damaging incentives 1o save in the
process. In contrast, to encourage savings from
income would be to provide more of the real
resources we need for tuture growth—and it
would help spur productivity and reduce price
pressures in the process.

If that route isn’t open to us—and as a practi-
cal matter we probably can’t do much right now
to change ingrained savings behavior—then the
only constructive alternative is to attack the
problem from the other side of the ledger by
reducing the federal deficit.

For the time being, capital from abroad has
been readily available 1o close the growing gap
between our domestic savings and the demands
upon them, moderating pressures on interest
rates. Indecd, the money attracted partly by
perceptions ol our strength has come so trecly
we have an exceptionally strong dollar. But that

4. Debt monitoring ranges and actual debt
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same strong dollar contributes to a massive trade
deficit that strains key sectors of industry and
our agriculture, aggravating structural problems.

No doubt bad monetary policy could drive the
dollar down—a monetary policy that aroused
inflationary cxpectations, undermined confi-
dence, and drove away foreign capital. But then,
how would we finance our investment and our
budget deficit?

Nor is the process of moncey creation adapted
to relieving particular sectoral strains within our
economy. We can and will, in our administration
of the discount window and in our actions as
lender of last resort, protect the essential finan-
cial fabric by supporting creditworthy depository
institutions faced with extraordinary needs.

But the evident problems of particular sectors,
in the last analysis, will yield only to measures
that support their efficiency and broaden their
markets, That i itself is a large agenda, for
government and thosc involved alike. And the
process will be much casier if we at the same
time address the basic imbalance between our

capacity to save and our need to invest and to
finance the government that I have emphasized
today.

CONCLUSION

I fully appreciate the difficulties of the decisions
before you as you collectively approach those
excruciating budgetary choices. As you do so, 1
know that you are aware of the priority that
progressive reduction of the deficit deserves.
That, indeed, would provide the most fundamen-
tal kind of reassurance that growth can be sus-
tained in an environment of greater stability.
For our part, in the conduct of monetary
policy, we in the Federal Reserve will be sensi-
tive to both the opportunities and the dangers
before us. We believe the approach | have out-
lined with respect to the monetary targets and
our implementation of policy sensibly reflects
and balances the concerns [ am sure we share.

APPENDIX A: THE IMPLICATIONS FOR
MONETARY POLICY OF THE NEAR FAILURE
OF THE CONTINENTAL [LLINOILS BANK

The condition of the Continental [Hinois Bank—
the seventh largest in the United States at the
beginning of 1984—had been a matter of concern
to regulatory authorities and market participants
for some time, particularly after the failure of the
Penn Square Bank in the middle of 1982 brought
to light large loan losses and weaknesses in credit
policy. Continuing profit and loan problems cul-
minated in rumors of possible impending failure
and a liquidity crisis in May 1984, involving
withdrawal or failure to renew billions of dollars
of deposits in the bank over a few days.

The Federal Deposit Insurance Corporation,
the Federal Reserve, and the Comptroller of the

Currency, with the cooperation of a group of

major banks, developed arrangements 1o provide
temporary capital and liquidity support pending
more permanent solutions and reorganization.
The Federal Reserve—acting as lender of last
resort—provided large amounts of funds through
the discount window to maintain the bank’s

liquidity. That lending rose irregularly from
about $3 billion during most of May to a peak of
more than $7 billion in August. During the au-
tumn the amount of outstanding loans declined to
much reduced levels.

Provision of funds through the discount win-
dow has the effect of expanding total bank re-
serves, and unless otherwise offset, the lending
to the bank would have had the effect of expand-
ing the money supply well beyond targeted
ranges. To maintain consistency of the reserve
provision with FOMC intentions, essentially
cquivalent amounts of reserves were absorbed
by open market operations. While the large bor-
rowings necessarily involved some added techni-
cal difficulties and uncertainties in the conduct of
open market operations, the Committee was able
to achieve its reserve objectives.

At the same time, however, the liquidity crisis
of Continental 1linois Bank, particularly in an
environment in which international debt and
other credit problems were attracting attention,
gencrated concern about possible threats to the
stability of other financial institutions. As a re-
sult, interest rates on banking liabilities rose
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appreciably relative to interest rates on Treasury
securities during the spring. More cautious fund-
ing and lending policies by a number of banks
appeared to have some cffect on maintaining
short-term interest rates at higher levels than
might otherwise have been the casc.

The extraordinary concerns in the marketplace
dissipated as the year wore on, reflecting some
sense of progress in dealing with both the inter-
national debt situation and points of domestic
financial strain. Strong liquidity pressures at one
of the largest savings and loan organizations
during the late summer and fall, requiring sizable
liquidity support by the Federal Home Loan
Bank System, had lesser cifects on market atti-
tudes. The experience ol 1984, together with
supervisory efforts and the strong continuing
pressures on some sectors of the cconomy have
underscored for depository institutions the im-
portance of adequate capital and prudent lending
policies, and other means of assessing and con-
trolling risk. Substantial efforts have been made
by many of the larger banking organizations to
increase capital ratios and to review credit stan-
dards. In time, in the environment of a growing
economy, thesc efforts should be refiected in
stronger institutions and a reinforced banking
system.

APPENDIX B: THE INTERNATIONAL DEBT
SITUATION IN 1984

At times during 1984, concerns about the exter-
nal debt problems of key borrowing countries
continued to be an important factor affecting
attitudes in financial markets. As the year began,
markets had substantial doubts about the viabili-
ty of the Brazilian adjustment program, the pro-
grams of the new Venezueclan and Argentine
governments were unknown, and there was
some sensce of weariness among the borrowing
countries and their creditors. Tensions were ag-
gravated by increases in dollar interest rates in
the spring and carly summer.

Subsequently, concerns in financial markets
receded somcwhat as interest rates moved low-
er, clear progress was recorded in narrowing
some countrics’ external imbalances, and plans
for long-term debt restructuring were developed
tor some of the largest borrowers,

The improvements in external accounts in
Mexico and Venezuela in Latin America, and in
Yugoslavia and Hungary in Eastern Europe,
produced current account surpluses last year.
Brazil’s current account deficit was cssentially
eliminated, and 4 number of other countries had
reduced deficits.

This progress was faciliated in many cases by
significant increases in exports, particularly to
the United States, and in most cases was accom-
panied by a recovery—or at least a slower rate of
decline—of imports. Such developments, cou-
pled with continued moderate capital inflows,
contributed to sizable increascs in the interna-
tional reserves of many of these countries and to
the prospects of reduced demands for extraordi-
nary external financing in the future. At the same
time, most of those countries managed to
achieve domestic growth.

Against this background, several of the major
borrowing countries were able to move on to a
second phase in their adjustment and financing
programs. One important initiative, when war-
ranted by progress in adjustment, has been plan-
ning for longer-term or multiyear restructuring of
outstanding debts on terms that reflect stronger
creditworthiness and permit planning on a more
assured basis for the future. Such arrangements
have been agreed in principle between the com-
mercial banks and Mexico and Venezucela; seri-
ous negotiations have begun with Brazil and
Yugoslavia; and the financing package prepared
for Argentina contains some longer-term ele-
ments.

However, it is also evident from developments
in 1984 and the first months of 1985 that the
process of adjustment, which began in 1982, is far
from complete, particularly on the internal side.
Financial markets will remain sensitive to indica-
tions of progress ot the lack thereot. Cooperation
among borrowing countries, commercial banks,
multilateral institutions, and creditor countries
will continue to be required. The need for imagi-
native and coanstructive solutions to problemns
faced by individual countries 1s not over,

APPENDIX C: TARGETING REAL (GROWTH
Questions sometimes arise as to whether the

Committee’s forecasts for real GNP growth or
prices are in the nature of short-run targets
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toward which the Federal Reserve “‘fine tunes’™
policy, or whether the Committee has precon-
ceptions about just how rapidiy the economy can
and should grow over the medium or longer run.

The answer to those questions 1s no. Monetary
policy 1is, of course, broadly directed toward
sustaining the growth process in a noninflation-
ary environment. But the Committee as a group
has no preconceived notion as to just how rapid
growth can or should be over a particular period
of time, without straining our resources or giving
rise to price pressures and imbalances that would
make it ultimately unsustainabie.

Our capacity for growth over time depends on
such variables as the trends in productivity, in
the labor force, in incentives to save and invest,
and in other factors over which monetary policy
has essentially no direct or long-run influence.
There are other policies, public and private,
quite outside the purview of monetary policy that
will influence both our growth potential and
actual growth paths over time. There arc debates

in and outside the Federal Reserve as 1o some of

these factors that affect cconomic growth, but
annual monetary targets and operational deci-
sions do not, and neced not, rest on such assump-
tions tor the long run.

For instance, the Comniittee would presum-
ably welcome faster growth than predicted for
[985 1f that proved consistent with moderating
inflationary torces, and indeed, less inflation
than anticipated would tend to encourage greater
growth, consistent with our monctary targets.
Indeed, the relationship between money and
economic growth at any point in time is suffi-
ciently loose that many other factors bear upon
actual performance.

In sum, policies are periodically reassessed in
light of incoming information about prices, out-
put, exchange rates, and other variables bearing
on our growth potential and prospects for infla-
tion. In practice there is sulficient flexibility in
our targeting procedures to accommodate infor-
mation that might suggest greater or lesser
growth potential over tine.

APPENDIX D: THE BASE 1OR MONETARY
TARGET RANGES

Some questions have been raised concerning the
“base™ used by the Pederal Open Market Com-

mittee in deciding on targets for the monetary
and credit aggregates for the calendar year. Con-
sistent with the Humphrey-Hawkins Act proce-
dures, the Commitiee’s target ranges are speci-
fied cach February as a range of the growth from
the fourth quarter of the previous calendar year
to the fourth quarter of the current calendar
year,

The convention that is usually used, is that the
beginning point—or “*base’ from which growth
is measured—is taken to be the fourth gquarter
average growth ol a particular monetary or credit
aggregate, Other “*bases’ could be used—and
occasionally have been used—if the convention-
al basc period 1s seriously distorted, by institu-
tional change or otherwise.

During its recent meeting the Comimittee, as it
has from time to time, discussed the issue of the
destrability of choosing a base for 1985 for onc or
more of the aggregates other than the conven-
tional one. It concluded that none of the fourth-
quarter averages {or the targeted aggregates were
distorted in a manner that strongly suggested the
desirability of departing from the usoal conven-
tion, and that such a departure might indeed
confuse communication of the Committee’s in-
tentions. It also noted that the average level of
both M and M2 during the fourth quarter of 1984
was reasonably close to the midpoint of the
previous year’s range, an alternative base sug-
gested by some. M3 and credit ran significantly
above the 1984 ranges. Rebasing those aggre-
gates at the midpoint of the 1984 ranges would
thus have implied a wrenching adjustment in the
levels of thosc aggregates, a result that would be
contrary to the Committee’s intentions. Essen-
tially, such a change would have implied a sub-
stantial tightening to bring the growth of those
aggregates into the new ranges, or, alternatively,
a specification of ranges of growth for 1985 that
would have been extraordinarily high and quite
out of keeping with longer-range intentions.

Morc broadly, a decision to regularly target
growth from the nudpoint of a previous year’s
range wottld seem to imply the continuing valid-
ity of a judgment made a year carlier that the
midpoint of a previous range 18 in Some sense a
uniquely “correct” devel ol a monctary aggre-
gate. 'The Commuittee does not share such a
conviction. Instead, it believes that the appropri-
ate trend of cach aggregate needs to be judged in
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the light of evidence as to velocity changes and
other factlors as they emerge over time,

In setting targets {or any year, the Committee
is, of course, awarc of the base level of the
aggregate. Adjustments in the new target ranges

themselves, or in the conduct of policy within
those ranges, can take account of any modest
distortions in the basc. Such considerations are
reflected in the discussion of policy in the testi-
mony.

Chairmun Volcker presented identical testimony before the House Subcommittee on Domestic
Monetary Policy of the Committee on Banking, Finance and Urban Affairs, February 26, 1985.

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Foreign Relutiony Committee, U.S.
Senate, February 27, 1985.

I am pleased to discuss with you this morning the
role of the United States in the global economy.
That role, of course, has many dimensions, and 1
can only touch upon a few of them this morn-
ing—specifically on the relationships between
our expansion and growth in the world generally,
certain aspects of trade and exchange rate poli-
¢y, and the problem of developing country debt.

As you know, we have enjoyed a strong recov-
cry for more than two years, with the real gross
national product rising some 12% percent from

the fourth quarter of 1982 to the fourth quarter of

1984.

GNP is a measure of production. Throughout
this period, domestic demand has increased fast-
er than GNP. In cssence, a significant fraction of
demand currently gencrated here—more than 2%
percent—is now flowing abroad, providing stim-
ulus to production overscas. Put another way,
U.S. purchases of goods and services have in-
creased about 15 percent over the past two
years, as compared with the (22 percent in-
crease in production.

With strong stimulus absent in the rest of the
world, the growth of demand in the United States
represented 70 percent of the total growth of
demand in the Organisation for Economic Co-
operation and Devclopment (OECD) arca trom
1982 to 1984, even though we accounted for only
40 percent of GNP for the OECD in 1982
Moreover, countries outside the OECD area,
including importantly many countries in Latin
America, have similarly benefited from the vigor
of the U.S. recovery.

The difference in economic performance over
this period has been starkly evident in employ-

ment figures. In the United States, jobs have
increased 7 million since the end of 1982, In
contrast, there has been virtually no increase in
employment in the rest of the OECD area as a
whole, and in many of those countries unemploy-
ment rates have continued to fluctuate around
their post-World War 11 highs.

At the same time, the growth and relative
dynamism of the American economy have
helped attract a flow of funds from abroad,
strengthening the dollar even as our external
trade and current accounts have moved into deep
deficit. The growing net capital inflow—now
supplementing net domestic savings of individ-
uals, businesses, and state and local govern-
ments by nearly a third-——has been a critically
important factor in enabling us to finance both
rising investment and the enormous federal defi-
cit. The strength of the dollar and the ready
availability of goods from abroad have also been
potent factors restraining price increases for
manufactured goods in the United States.

From one perspective, those results are grati-
fying for us, and our trading partners have bene-
fited as well. But there are, of course, serious
flaws—flaws that unless dealt with constructive-
ly, will undermine all the progress. Strains and
distortions are evident, for instance, in pressures
on our tarmers, miners, and producers of heavy
capital equipment. There have been exceptional-
ly high levels of unemployment in many other
industrialized countries, and, looking ahead, too
few signs of significant improvement in that
respect. Moreover, the financial position of the
heavily indebted developing countries remains
vulnerable, Those difficulties feed back on pros-
pects for our exports and for our financial sys-
tem. Interest rates remain high relative both to
historical experience and to recent rates of infla-
tion,

Those strains have specific causes and poten-
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tial remedics. But it s also true that they are all
aggravated by underlying imbalances in our trade
and budgetary accounts. U.S. trade and overall
current account deficits reached levels of almost
$110 billion and $100 billion respectively, during
1984. Such deficits scemed almost unimaginable
a few years ago; yet the present prospect is that
those cxternal deficits could rise still further.
And it is not a coincidence that those cxternal
deficits are accompanied by internal budget defi-
cits of unprecedented size during a period of
prosperity—deficits that, according to estimates
of both the administration and the Congressional
Budget Oftice, will tend to grow further in the
absence of corrective action even assuming
healthy U.S. economic growth.

Economic analysis and common sensc coin-
cide in telling us that the budgetary and trade
deficits of the magnitude we are running are not
sustainable indefinitely in a framework of growth
and prosperity. They imply a dependence on
foreign borrowing by the United States that, left
unchecked, will sooner or later undermine the
confidence in our cconomy essential to a strong
currency and to prospects for lower interest
rates. But the hard fact is that we have come to
rely on that foreign borrowing to finance the
combination of a budget deficit and the private
mvestment demands gencrated by a growing
economy. The largest and richest ecconomy in the
world has perforce been required for the time
being to draw on savings that might otherwisc
have been invested abroad. Indeed, the inflow of
savings from abroad 18 equal to something on the
order of 15 percent of net savings (or about 8
percent of gross savings) in all other OECD
countries combined. And, the related exchange
rate pressures, trade imbalances, and financial
strains gencrate political as well as economic
pressures toward cconomic nationalism and pro-
tectionism.

It secems to me cssential that those pressures
be resisted. There are powerful reasons why
such an approach is not in our cconomic interest
whatever the response abroad.

For instance, we have encouraged developing
countries 1o adopt policies that will enable them
to service thetr debts, to enhance over time their
productive capacity, and to grow. Success is
dependent upon their ability to increase ex-
ports—and as their exports grow they will also

import, from the United States and other indus-
trialized countries. But that success will be de-
nied if the United States and other industrial
countries protect their own markets from fair
competition by developing countries.

Even i we could somehow shield developing
countries trom broad protectionist measures—
and it is not clear that in practice we could do
so—there are other high cconomic costs from
widesprcad protectionism. Quotas, new tarifts,
or import surcharges all act directly to raisc
prices, and the problem would not be temporary
if the effect would be to refuel inflationary expec-
tations-—just at a time when so much progress
has been made in changing that psychology.
Other things cqual, protectionist measures that
actually had the effect of appreciably reducing
some imports would presumably be reflected in
still further upward pressures on the dollar,
hurting cxporters and industries that were not
protected.

Beyond those specifics there are potentially
much more damaging risks of a breakdown in a
world trading order built up so laboriously after
the chaos of the 1930s,

Consider, for example, the proposals now be-
ing discussed for a temporary import surcharge.
Those proposals arc sometimes coupled with
other mecasures to reduce our budget deficit.
Such proposals are offered as a relatively pain-
less means of raising government revenue while
simultancously addressing the trade deficit.

One attraction is that an import surcharge
effectively taxcs foreign exporters as well as
domestic residents. But it is also clear that any
benefits, cither for trade or for the budget, would
be temporary. More lasting favorable conse-
quences of the proposals would be derived not
from the temporary surcharge but from the ac-
companying budget measures.

I would question whether the imposition of a
surcharge makes those accompanying measures
easier, or more difficult, to enact. In any cvent,
S0 attractive a tax to the United States would
certainly be attractive to others as well. Most
countries have budget deficits larger than they
would like, and with high uncmployment would
not be averse to reducing imports. It the sur-
charge approach is, in eftect, legitimized by the
United States, wouldn’t others find almost irre-
sistible temptations to emulate our example?
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Would not that climinate any net benefits and
also have destructive implications for world
trade—upon which our hard-pressed farmers,
among others, are so dependent?

At a more fundamental level, we cannot logi-
cally take actions to reduce our trade deficit and
at the same time welcome the associated capital
inflows from abroad. The trade deficit and our
capital inflow arc two sides of the same coin.
Unless we reduce our budget deficit, success in
improving our trade balance, and thus reducing
the capital inflow, will only threaten stronger
pressurcs on our domestic financial markets,
jeopardizing housing and investment.

In essence, a lasting solution to the problem of
our external imbalance rests on simultaneously
restoring internal financial equilibrium. [ know of
no approach to that problem that promises suc-
cess other than straightforward measures to re-
duce our budget deficit over time. Approaches
that obscure that basic need will, in the end, be
counterproductive.

[ do not want in any way to suggest that,
important as action with respect to the budget
deficit is, that approach will somehow deal with
all the problems of the global economy. In partic-
ular, other industrial countries have clear re-
sponsibility and opportunity to take actions
themselves to enhance their cconomic prospects.
The importance of policies to deal with structural
rigidities in their economics has often been not-
ed. Moreover, in some important countrics
where inflationary pressurcs have been success-
fully contained, and where credible long-term
anti-inflationary monetary policies arc firmly in
place, there may be scope for action to stimulate
their growth by constructive measures to speed
tax reductions or otherwise.

Certainly, much remains to be done to restore
sustainable growth patterns in much of the devel-
oping world. Over the past two years or more, a
number of the more advanced and largest devel-
oping countrics, particularly in Latin America,
have made serious efforts to implement appropri-
ate adjustment programs in conjunction with the
International Monctary Fund (IMF) and private
financing arrangements. Clear progress—in
some cases, spectacular progress—has been
made in eliminating or narrowing external imbal-
ances. Mexico and Venezuela in Latin America
and Yugoslavia and Hungary in Eastern Euarope

have produced current account surpluses. Bra-
zil’s current account deficit was essentially elimi-
nated last year. Happily, most of those countries
have aiso managed to restorc a measure of
domestic growth. All of that progress was facili-
tated by access to foreign markets, most impor-
tantly in the United States.

In some instances, the progress in adjustment
has encouraged and justified longer-term or mul-
tivear restructuring of outstanding debts on
terms that reflect stronger creditworthiness and
permit planning on a more assured basis for the
future. Such arrangements have been agreed in
principle between the commercial banks and
Mexico, Venczuela, and Ecuador, and serious
negotiations arc under way with Brazil and Yu-
goslavia,

Howecver, these signs of progress do not mcan
that the “‘debt problem’ is behind us—or that,
more broadly, the borrowing countrics are firmly
on a path of sustained, strong growth in a context
of political and cconomic stability. Indeed, some
of the more fundamental adjustments necessary
to that end arc still absent, or only partially in
place. Inflation, for instance, remains disturbing-
ly high in many of the countrics, and in some is
still rising to new peaks. Spontaneous new in-
vestment by cither domestic firms or from
abroad has often been slow to develop, reflecting
in considerable part concern in some countrics
about the role for private investment and the
degree of controls and market distortions. More-
over, on the more purely financial side, cooper-
ation among borrowing countries, commercial
banks, multilateral institutions, and creditor
countries will continue to be required despite the
protracted and tedious nature of the process.
Rather than impatience, the need remains for
cnergetic and constructive approaches to the
longer-term problems faced by individual coun-
trics.

I will conclude with a tew words about the
dollar. Few if any anticipated the degree of
strength that the dollar has displayed persistently
for some time, nor can it fully be explained by
such factors as relative interest rates or differ-
ences in inflation rates. No doubt, relative confi-
dence in our economic prospects, in our political
stability, and in our business climate have played
a part, as has a sharp diminution in our bank
lending abroad. At the same time, the widening
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gap in our trade position suggests that our basic
competitive position cannot support so high a
dollar indefinitely.

The policy question is what measures can be
taken to encourage a reasonably competitive
equilibrium over time. 1 suggest that the general
approach I have alluded to today would work in
that direction.

Credible measures to reduce the U.S. budget
deficit would alleviate one source of inflationary
concern and encourage lower real interest rates
than would otherwise be the case. In that envi-
ronment, some other important industrial coun-
tries might find it ecasier to undertake more
stimulative policies at home. If they managed at
the same time to deal more eftectively with some
structural rigidities, the perceived contrast be-
tween the opportunities in the U.S. economy and
the relative sluggishness of European economies
could constructively be diminished. If develop-
ing countries could reduce inflation and restore
more confidence in their own business climate,

their own citizens would then employ more of

their savings in their own countries, and funds
could again be attracted in greater volume from
the United States or clsewhere.

At times, forceful official intervention in ex-
change markets could have a useful role to play.
But that role has to be complementary and
subsidiary to more basic measures to have last-
ing impact. That is why measures to deal with the
fundamental imbalances in our own financial
requirements are so important.

Over the near term, prospects for the econom-
ic performance of the United Statcs, and to a
lesser extent the rest of the world, appear to be
favorable. We want to build sensibly on those
strengths and to deal in a lasting way with the
imbalances. Purcly symptomatic treatment is not
adequate—and, in the form of protectionism, will
be counterproductive. The more basic approach-
es necessarily take time, and we have let too
much time pass already. But fortunately we can
still proceed from a position of strength. 1 trust
we will make the most of the opportunity before
us. (1



Announcements

MEETING OF
CONSUMER ADVISORY COUNCII.

The Federal Reserve Board announced that its
Consumer Advisory Council met on March 13
and 14, in sessions open to the public.

The council’s function is to advise the Board
on the excrcise of the Board’s responsibilitics
under the Consumer Credit Protection Act and
on other matters on which the Board sceks its
advice.

WITHDRAWAL OF CITICORP APPLICATION

The Federal Reserve Board has announced that
Citicorp has withdrawn its application under the
Bank Holding Company Act to engage, through a
wholly owned subsidiary, i underwriting and
dealing in corporate debt sccuritics (including
commercial papery, municipal revenue bonds,
mortgage-backed sccuritics, and certain other
debt obligations. "The application was withdrawn
before the Board decided whether to publish
notice of the proposal in the Federal Register,
which would have provided an opportunity for
public comment on the proposal.

The Citicorp application presented a novel
proposal that required an interpretation ot the
scope of the prohibition i the Glass—Steagall Act
against member banks being affiliated with com-
panies engaged principally m underwriting and
certain other securities activitics and also a find-
ing under the Bank Holding Company Act that
these activities arc closcly related to banking and
a proper incident therceto,

Citicorp argued that its subsidiary would not
be engaged principally in the proposed securitics
activities within the meaning of section 20 of the
Glass—Steagall Act because the subsidiary would
voluntarily hmit the volume of these activities to
less than 20 percent of its total activity, including
underwriting and dealing in U.S. government

9
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A

and other permissible securities. This {formula
would have allowed bank holding companies to
underwrite a volume ot sccurities cqual to or
greater than that of the largest sccuritics under-
writers or, indeed, would have permitted the
acquisition by bank holding companies of the
largest investment banking firms whose under-
writing activitics (other than thosc in government
and other permissible sccuritics) constitute only
a minor portion of their total activitics.

While the Board, in accordance with its estab-
lished practice, has allowed the withdrawal of
the application, the Board’s preliminary analysis
indicated that the application would be inconsis-
tent with the Glass—Steagall Act.

The Board belicves that the Congress is the
appropriate forum for resolution of the public
policy considerations involved in proposals,
such as that advanced by Citicorp, that would
dramatically alter the framework established by
the Congress i the Glass-Steagall Act for the
conduct of commercial banking and investment
banking businesses.

The Board believes that certain changes in this
framework are appropriate and desirable and
has, accordingly, supported legislation to autho-
rize bank holding companies to sponsor, control,
and distribute the sccuritics of mutual funds and
to underwrite and deal i municipal revenue
bonds, one- to four-tumily residential mortgage-
backed securitics, and commercial paper. The
Board urges carly congressional consideration of
this and other banking structure issues that need
legislative resolution,

AMIENDMENT TO REGULATION J

The Pederal Reserve Bourd has adopted an
amendment  to Regulation ) (Collection  of
Checks and Other tems and Wire 'Translers of
Funds) (o improve the system of notification lor
nonpayment ol checks of $2.500 or more that are
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processed through the Federal Reserve. At the
same time the Board approved a proposal to
improve notification services oftered by the Re-
serve Banks as part of the check collection
process. Both actions will become cifective in
October 1985.

The Board’s action, in general, requires a
depository institution upon which a large dollar
check is drawn (payor institution) to notify the
institution of first deposit within a specified time
limit that it is rceturning the check. To assist
payor institutions in meeting this requirement,
Reserve Banks will enhance their current notifi-
cation service. An enhanced notification service
will also be available to depository institutions
tor checks collected outside the Federal Re-
serve.

PROPOSED ACTION
The Federal Reserve Board has proposed for

comment an amendment to Regulation T (Credit
by Brokers and Dealers) that would change the

initial margin requirements tor the writing of

options on cquity sccuritics. Comment is re-
quested by March 15, 1985,

PUBLICATION OF
TRUST EXAMINATION MANUAL,

The Trust Examination Manual is now available.
This manual provides a clear statcment of Feder-
al Reserve trust examination policies, standards,
and procedures to provide guidance for examina-
tion personnel. It was prepared for use by trust
examination personnel of the Federal Reserve
Banks and should not be considered a legal
reference. The manual will be updated at least
twice a year and is available on request at a price
of $20 from Publications Scrvices, Board of
Governors of the Federal Rescrve System,
Washington, D.C. 20551.

CHANGES IN BOARD STAFE

The Board has announced the following changes
in the Division of Rescarch and Statistics:

Stephen P Taylor, Assistant Director, retired,
ctlective March [, 1985.

David E. Lindsey, Deputy Associate Director,
has been promoted to Associate Director, effec-
tive February 19, 1985.

Thomas D. Simpson, Assistant Director, has
been promoted to Deputy Associate Director,
cffective February 19, 1985,

Lawrence Slifman, Assistant Director, has
been promoted to Deputy Associate Director,
eftective February 19, 1985.

David B. Humphrey and Richard D. Porter
have both been appointed Assistant Directors,
ctfective February 19, 1985.

Mr. Humphrey has a Ph.D. trom the Universi-
ty of Calilornia at Berkeley and has been chief of
the Financial Studies Section since 1980,

Mr. Porter has a Ph.D. from the University of
Wisconsin and has been Chief of the Economet-
ric and Computer Applications Section since
1974,

The Board has also announced the temporary
appointment of 'Thomas E. Cimceno, Jr., as Depu-
ty Dircctor in the Division of Banking Supervi-
sion and Regulation, eftective Febraary 15, 1985,
Mr. Cimeno, who is currently Senior Vice Presi-
dent for Bank Supervision and Credit of the
IFederal Reserve Bank of Boston, will be on loan
to the Board for about one year.

REVISIONS 1O MONEY STOCK DATA

Mecasures of the moncey stock have been revised
to ncorporate annual benchmark and seasonal
adjustment changes, including revised monthly
and weekly seasonal adjustment factors, which
appear in the accompanying tables. Data pre-
sented in tables 1.10 and 1.21 of the BULLETIN
will reflect these revisions beginning with this
issue.

Deposits have been benchmarked to recent
call reports. In addition, a new survey has been
used to benchmark repurchase  aggreements
(RPs). The net impact of benchmark revisions
has been o raise growth of the aggregates some-
what in 1984 and also in 1983, For M3, in which
benchmark revisions are largest, the most impor-
tant source of revisions was term RPs at thrift
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institutions, which now incorporate information Following the practice introduced last year, the
from the new RP survey. nontransaction portion of M2 has been seasonal-

Revisions to seasonal factors were based on an ly adjusted as a whole—instead of being built up
X-11 ARIMA procedure used in recent years. from scasonally adjusted savings and small time

1. Seasonal factors used to construct M1, M2 and M3, monthly, 1984-85

Nonbank S . Nontransaction components
Year and month Currency travelers Fl:l‘é';:;?i::(,)'l (gi;?};‘;::ll — - . P‘ -
checks M2 M3 only
1984—January .. ... 19931 9393 1.0180 1.0234 .9994 9987
February....................... 9875 9480 9785 9729 1.0013 1.0017
March ..........ooo oo 9908 9517 986 9781 1.0037 1.0029
April ... 9966 9542 1.0187 1.0108 1.0028 9995
May ..o 1.0005 9794 9867 L9830 1.0007 1.0026
June.. ... .o 1.0042 1.0549 9992 9959 1.0013 9975
July oo 1.0085 1.1230 1.0025 1.0042 1.0015 19934
AURUST. .o 1.0039 1.1069 9870 9880 .9993 1.0019
September ..o 9982 1.0548 9924 9946 .9962 9992
October................o..... .. .9977 1.0006 1.0007 1.0052 9985 9971
November, ... . 1.0046 9519 1.0042 1.0085 9978 1.0038
December. ... . oo 1.0138 9360 1.0256 1.0355 9961 1.0035
1985—January .. ... .9934 9384 1.0175 1.0234 9998 9975
February............. ... . ... 9877 9471 9788 9729 1.0023 .9997
March ......... ... 9911 9510 9863 9778 1.0040 1.0023
April ..o 9966 .9547 1.0183 1.0103 1.0028 1.0000
May .. ... 1.0006 L9800 L9869 L9830 1.0008 1.0029
June. ... 1.0044 1.0560 1.0000 9964 1.0014 9984
July oo 1.0085 1.1237 1.0028 1.0050 1.0014 .9939
AUgUSL. ..o 1.0038 1.1075 9869 L9880 9988 1.0025
September ... 9981 1.0548 19924 9948 9958 .9993
October.........oooo i, 9977 1.0001 1.0006 1.0054 9983 .9966
November...................... 1.0046 9518 1.0039 1.0080 9978 1.0042
December......ooo oL 1.0133 9354 1.0253 1.0350 19962 1.0035
1. Factors tor transaction deposits are used to seasonally adjust the between scasonally adjusted transaction deposits and  scasonally
sum of demand deposits and other checkable deposits. Scasonally adjusted demand deposits,

adjusted other checkable deposits are derived as the difference

2. Scasonal factors for selected components of the monetary aggregates, monthly, 1984-85

Commercial bank deposits Thrift institution deposits tixperimental (t!(])l](')(ri/‘[:llul)u.“:d) factors
Year and month Small- Large- Snyal- [arge- Nonbank Frans

o denonti- denomi- oo denomi- denomi- e I et
Savings nation nation Suvings nation nation Currency tr.‘;v.""hk'].h ddC“Qn

time time time time checks eposits
1984—January ......... 9964 1.0040 1.0047 9935 1.0093 L9983 19935 .9393 1.0189
February........ 9916 1.0057 1.0011 9907 1.0075 1.0014 9881 L9480 L9778
March .......... 1.0021 1.0030 1.0037 .9993 1.0013 .9947 9915 9517 9827
April......o.o 1.0109 9910 9910 1.0064 9958 9933 9959 9542 1.0137
May............ 1.0104 9886 9917 1.0068 9879 9995 1.0004 9794 9839
June ... 1.0100 0896 L9964 1.0133 9875 9968 1.0034 1.0549 L9987
July ... 1.0095 9947 9955 1.0133 9950 9996 1.0080 1.1230 19995
August.......... 9985 1.0028 1.0056 9965 19994 1.0081 1.0051 1.1069 9908
September ... 9924 1.0058 1.0051 9939 1.0014 1.0038 9981 1.0548 L9979
October. ... 9954 1.0079 1.0031 L9982 1.0074 1.0081 9993 1.0006 1.0006
November....... 9915 1.0068 19999 9950 1.0068 1.0035 1.0075 9519 1.0089
December. ... .. 9903 1.0016 1.0055 9931 1.001S 9951 1.0167 9360 1.027%
1985—January ......... 9956 1.0043 1.0029 9929 {.0097 L9965 9940 U384 1.0206
February........ 9919 1.0055 L9982 L9908 1.0079 9996 L9879 9471 9771
March .......... 1.0026 1.0023 1.0013 .9992 1.0008 9941 9909 9510 L9809
April. ... [.O114 9904 9907 1.0060 19956 9938 9965 9547 1.0153
May ............ 1.010Y 9878 9923 1.0071 L9870 9996 9999 L9800 L9834
e ... ... 1.0107 J988Y 9982 1.0144 L0867 9972 1.0029 1.0560 L9976
July ... 1.0095 9949 L9968 1.0132 199449 1.0006 1.0085 1.1237 1.0007
August.......... 9984 1.0031 1.0067 9965 19995 1.0090 1.0049 1. 1075 9899
September L. L9925 10062 1.0061 L9939 1.0015 1.0037 L9978 1.0548 9973
October......... L9956 1.0081 1.0036 9986 1.0076 1.00K4 9996 1.0001 1.0018
Novembery. ... ... 9915 1.0070 999% 9953 1.0607? 1.0036 1.0065 9518 1.0080
December ... 9900 1.0018 1.0048 19926 1.0018 9947 1.0176 9354 1.0282
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3. Scasonal factors for sclected components ol the monctary aggregates, weekly.,
December 1984-December 1985

T T
| i Commercial bank deposits
. R [ ansacti i S i
Week ending Currency : l&é’;):;ﬁ:iﬁ’" ) (IIZ_:::::;;S o Small- ‘ Large-
! Savings denomination | denomination
| time ‘ time
' I t
1984- December 3.0 o oo 9999 1.0086 1.0141 QUL 1.0040 1.0024
10, o 1.0156 1.0252 1.0249 9948 1.0015 1.0021
17 10117 1.0239 1.0329 9912 1.0002 1.0037
Db 1.0212 1.0163 1.0260 9874 1.0007 1.0072
oo 1.008Y 1.0371 1.0589 9876 1.0028% 101058
1985—January o 1.0086 1.0692 1.0850 9979 1.0024 1.0067
S 1.0007 1.0400 1.0493 9977 1.0041 1.0024
20 9915 1.0094 1.0137 L9958 1.0054 1.0012
28 9819 9720 L9697 9928 1.0054 1.0025
February G L9872 9937 9910 9913 1.0047 1.0007
[ S 9942 9875 9817 9922 1.0049 998K
L8 9909 9783 9745 9921 1.0056 9967
A L9793 9596 L9505 9912 1.0065 L9968
March A 9849 9849 9765 L9945 1.004% 1.0004
I L9958 L9958 L9854 1.0007 1.0039 1.0024
18 9920 9898 9836 1.0017 1.0032 JY9RE
25 9871 9690 L9588 1.0042 1.0014 1.002%
April Lo RN L9876 L9810 F.0091 J99K7 1.0012
B 1.0046 1.0284 1.0197 [.0182 L9908 L998Y
15 1.0020 1.0363 1.0270 1.0138 9897 L9919
2 9957 1.0235 1.0140 1.0073 9902 LOBSK
29 9872 L9805 L9799 £.0056 9904 LIRSS
May O 1.0015 1.0017 9962 10085 L9880 9864
3 1.0054 L9975 9950 Lo L9884 L9889
2000 9999 L9900 L9890 1.O1IY J9K7S 9918
L 9982 9622 L9554 10§14 YRTS 9978
|
June L ! 9997 9967 9949 10112 L9883 L9989
100 L0107 1.0144 1.0066 1.0129 L9896 1.0025
| 2 1.0052 10115 1.0074 10106 L9RG2 L9962
240 L9989 Y818 9762 1.0090 L9881 9947
July L {.0000 9912 9940 1.O100 LO¥R7 99093
< 1.0210 1.0225 1.0238 1.0124 Hus2 D946
IS, [.0141 1.0209 1.0249 1.O011S 9945 L9931
R N 1.0073 9943 9952 1.0094 L9945 L9963
29 99%6 9749 9759 1.0063 9947 1.0018
August P 1.0067 1.0016 1.0031 1.0021 1.0006 1.0028
12 10111 9981 1.0015 10011 1.0032 1.0050
| FO04 4 9904 9966 J99%3 1.0034 1.0063
260 9946 9666 9657 9962 1.0033 1.0092
September 2o L9983 786 O7%82 9940 1.0050 1.0097
B 1.0077 1.0089 1.0082 L9954 1.0065 1.0050
16, 1.0001 1.0076 10117 9933 1.0056 1.0020
1 9934 9769 9765 9901 1.0063 1.0061
30 L9888 9763 9796 L9910 1.0060 1.0099
October o 1.0053 1.0137 10166 9991 1.007S 1.0049
I 1.0053 1.0172 1.0242 9979 1.008Y 1.0037
Do 9977 9994 10050 9954 1.0080 1.0031]
U P 9894 9779 9821 9916 1.0081 1.0056
November 4., ... ... ... 9972 10117 1.0148 9913 1.0087 9975
N N 10084 1011 1.0139 9934 1.0086 L9952
I8 1.0041 1.0104 1.OIRY 9919 1.0068 JO9KD
P P 10004 L9852 9867 9904 1.0061 1.0048
December 2o oo 1.0061 £.000Y 1.0062 9901 1.0047 1.0033
O 1014 1.0229 1.0236 9943 1.0019 £.0004
4 O [.O1Es 1.0241 10318 9912 1.0007 1.0031
2 10184 1.0171 1.0273% JOK73 1.0008 1.0055
R 10 10124 1.0305 1.0498 LOR63 1.0028 1.0102
1. Factors for transaction deposits are iised to seasonadly adjust the between  scasonally  adjnsted  transaction deposits and  scasonally
sum ot demand deposits and other checkable depostts. Scasonally adjusted demand deposits,

adjusted  other checkable deposits are derived as the difference



deposits—to reduce distortions caused by siz-
able portfolio shifts in recent years. A similar
procedure has been used to scasonally adjust the
non-M2 portion of M3.

Complete historical data also will be available
soon on request from the Banking Section,
Board of Governors of the lederal Reserve
System, Washington, D.C. 20551.
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SYSTEM MEMBERSHIP:
ADMISSION OF STATE BANKS

The tollowing bank was admitted to membership
in the Federal Reserve System during the period
February | through March [, 1985:
Virginia
Springficld ....... Hallmark Bank and Trust
Company of Virginia



Record of Policy Actions of the

Federal Open Market Committee

MEFETING 1.0 ON DECEMBER 1718, 1984
[. Domestic Policy Directive

The information reviewed at this meeting indicat-
ed a mixed pattern of developments, with some
sectors showing a pickup from the lull of carlier
months. On balance, however, economic activity
appeared to be expanding in the current quarter
at a rate approximating the considerably reduced
pace recorded in the third quarter. Broad mea-
sures of prices generally continued to increase at
rates close to those in [983.

After two months of decline, industrial pro-
duction increased about 0.4 percent in Novem-
ber, largely reflecting a rebound in auto produc-

tion from strike-reduced fevels. Production of

business cquipment and construction supplics
declined further, while output of materials turned
up and production of defense and space equip-
ment continued to advance strongly.

The rise in nonfarm payroll employment ¢x-
ceeded 300,000 in November for the second
month in a row, compared with monthly in-
creases averaging about 200,000 in the third
quarter. There were large gains in the scrvice and
retail trade mdustries, but employment in manu-
facturing rose only slightly. The civilian unem-
ployment rate fell 0.2 percentage point to 7.2
percent, following four months of virtually no
change.

Retail sales, after changing little in October,
rose an estimated 1.8 percent in November ac-
cording to the advance report of the Census
Burcau. The November gain was broadly based,
but sales were especially strong at stores sclling
primarily discretionary items such as apparel and
general merchandise. Sales of new domestic
automobiles were at an annual rate of about 7Va
million units in both October and November, but
rebounded to an annual rate of nearly 8% million
units in the first ten days of December. Never-

theless, sales thus far in the fourth quarter were
running at an annual rate about ¥ million units
below the third-quarter rate of ncarly & million
units.

Total private housing starts, at an annual rate
of 1.5 million units in November, were about
unchanged from the reduced October pace.
However, newly issued building permits for resi-
dential construction rose nearly 11 percent in
November. The declines in mortgage rates over
recent months apparently helped to bolster home
sales: 1 October, sales of new homes rosc
slightly further after a surge in September and
sales of existing homes leveled off after declining
for five consecutive months.

The rise in business fixed investment spending
had stowed substantially in recent months, fol-
lowing exceptionally rapid growth carlier. Ship-
ments and orders of cquipment from domestic
capital goods producers declined markedly in
October. Nevertheless, recent surveys of busi-
ness spending plans for 1985 indicated contin-
ued, though moderating, growth in expenditures
in the quarters ahead.

The producer price index for finished goods
rose 0.5 percent in November, after declining 0.2
percent in cach of the preceding two months.
The reversal reflected in part a 0.7 percent
increase in tood prices, which had declined on
balance since July; prices for a variety of other
consumer goods also picked up in November.
Thus tar in 1984 producer prices for finished
goods had risen at an annual rate of less than 2
percent. Through October, the latest month for
which data on consumer prices were available,
the CP! had increased at an annual rate of about
4V percent. The index of average hourly earn-
ings over the first [ months of the year rose at
an annual rate of about 3 percent, compared with
an increase ol 4 percent in 1983 as a whole,

The foreign cxchange value of the dollar ap-
preciated about 5 percent over the intermeeting
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interval; this rise reversed most of the previous
decline from the peak in mid-October. The dollar
moved up during the period despite a narrowing
in the differential between U.S. and foreign inter-
est rates. In October the U.S. foreign trade
deficit was significantly reduced from the rate in
the third quarter, mainly because of a sharp
decline in non-oil imports.

At its mecting on November 7, 1984, the
Committee had adopted a dircctive that called
for a somewhat reduced degree of restraint on
reserve positions. The members expected that
such an approach to policy implementation
would be consistent with growth of M2 and M3 at
annual rates of about 7% and 9 percent respec-
tively, as established at the early October meet-
ing for the period from September to December.
Given the appreciable decline in M1 in October,
its growth over the three-month period was ex-
pected to be at an annual rate of around 3
percent, rather than the 6 percent rate anticipat-
ed at the October meeting; however, the mem-
bers indicated that more rapid growth in M1 than
currently anticipated would be acceptable for the
quarter. Lesser restraint on reserve positions
would be sought if growth in the monetary aggre-
gates was significantly below expectations, eval-
nated in the context of the strength of the busi-
ness  expansion and inflationary  pressures,
conditions in domestic and international financial
markets, and the rate of growth in domestic
nonfinancial debt. Conversely, greater restraint
might be acceptable in the event of substantially
more rapid growth than expected in the mone-
tary aggregates and cvidence that economic ac-
tivity and inflationary pressures were strengthen-
ing significantly. The intermeeting range for the
federal funds ratc was sct at 7 to 11 percent.

In November M increased at an annual rate of
about 8% percent, offsetting the decline in Octo-
ber. Since carly summer M1 had grown little on
balance, and from the fourth quarter of 1983
through November its growth was in the lower
half of the Committee’s range tor 1984, Growth
in M2 and M3 was especially rapid in November,
at annual rates of about 15 and 16 pcreent
respectively, bringing M2 (o the midpoint of its
longer-run range and M3 a bit further above the
upper limit of its range. Expansion in total do-
mestic nonfinancial debt was estimated to have
picked up to an annual rate of about {4 percent in

November, reflecting very large government
borrowing and continued strong growth in pri-
vate credit, Thus far in 1984, ¢xpansion in do-
mestic nonfinancial debt was running apprecia-
bly above the Committee’s monitoring range for
the year.

Open market operations over the intermeeting
interval were directed at achieving some reduc-
tion in pressures on bank reserves against the
background of lagging growth in the narrow
money supply, generally sluggish expansion in
the ¢conomy, subdued inflation, and continued
strength of the dollar in {foreign exchange mar-
kets. The average level of borrowing by deposi-
tory institutions at the discount window moved
down on balance over the period, and in Novem-
ber nonborrowed and total reserves increased at
annual rates of about 17% and {1Y% percent
respectively. The decline in borrowing, along
with a reduction in the discount rate from 9 to 8%
percent on November 21, was associated with a
drop in the federal funds rate from the 9% to 10
percent area at the time of the November FOMC
meeting 1o around 8% percent recently, with
trading on the days immediately preceding this
meeting somewhat below that level. Other short-
term interest rates also moved down, declining
about 50 to 90 basis points; intermediate-term
rates fell about 45 to 65 basis points, while most
long-term rates declined only modestly. At sav-
ings and loan associations, however, the average
rate on new commitments for fixed-rate conven-
tional home mortgage loans—which typically
move in lagged response to changes in market
yields—declined 65 basis points over the period.
Most commercial banks reduced their **prime’’
rate in several steps by 75 basis points to 11
percent, and a few banks were lowering their
rates further at the time of this meeting.

The stafl projections presented at this meecting
suggested that growth in real GNP in the short
run would be somewhat slower than previously
anticipated as some final demands were expected
to be satisfied by reductions of inventories rather
than through current production. For the year
1985, however, the stafl’ continued to expect a
moderate rate of expansion in economic activity.
The unemployment rate was projected to edge
down over the period and the rate of price
imcrease to remain close to that experienced in
1984



In the Committee’s discussion of the economic
situation and outlook, the members differed to
some cxtent on the prospects for economic activ-
ity in 1985, but they generally agreed that under-
lying economic conditions favored further mod-
erate growth during the year, especially n the
context of a stimulative fiscal policy and the
decline ininterest rates that had occurred. While
various measures of cconontic activity continued
to indicate a mixed pattern of developments,
some recent information suggested a less slug-
gish overall performance than earlicr. With refer-
ence to the staft’ projection, a few members felt
that the risks of a deviation were in the direction
of somewhat faster growth, Some others saw
those risks as about evenly balanced, while sev-
eral belicved there were more risks of a shortfall,
Many members were concerned that the project-
ed rate of expansion was in any cvent inadequate
in light of the availability ot labor and capacity
and other lactors.

The members continued to give considerable
emphasis to the many risks that could lead to an
unexpected outcome, especiatly in view of’ po-
tential complications associated with massive
and sustained federal deficits and very large
imbalances in the nation’s forcign trade. Other
areas of uncertainty related to various financial
strains or other problents in several sectors of the
cconomy, including cncrgy-related  industries
and especially agriculture, which was experienc-
ing scrious difficulties in many parts of the coun-
try. It was also noted that the recent tax propos-
als of the U.S. Freasury might tend to alter
business spending plans in uncertain ways as the
likelihood of implementation of various elements
of the proposals was assessed.

The members recogmzed that the performance
of the cconomy in the months immediately ahead
would depend in important measure on consuti-
er expenditures. The rising incomes of consum-
ers, their large holdings of liquid assets, and an
apparently high degree of consumer confidence
pointed to continuing growtl in consumer spend-
ing. In the view ol at icast some members,
however, such spending mught remain relatively
sluggish during the year ahead. They noted in
this regard that consumer cxpenditures often
tended to falter during the third year of an
expansion and that the substantial rise that had
already occurred in consumer debt might inhibit
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further increases in debt-financed expenditures.
Morcover, a substantial portion of consumer
demand might in any cvent continue 1o be met
from imports, with adverse consequences for
domestic production.

Members noted that growth in business fixed
investment had moderated considerably in re-
cent months from an exceptionally rapid pace
carhier. While continuing growth could be ex-
pected in 1985, it would probably contribute
much tess than carlier to overall gains in ¢conoin-
ic activity, but uncertainties connected with the
recent tax proposals might affect the extent of
the slowdown. On the other hand, reduced mort-
gage rates would make housing a less constrain-
ing influcnce on economic activity than it had
been in recent quarters, and the view was ex-
pressed that some revival in housing construc-
tion was a reasonable prospect for 1985. 1t was
noted, though, that uncertaintics about future tax
legislation could exert some restraining eflfect on
housing, notably with regard to certain financing
activities and particular types of housing such as
second homes.

As they had at previous meetings, the mem-
bers pave a good deal ol attention to the effects of
the continuing strength of the dollar in forcign
exchange markets. The related surge in imports
was having a very negative impact on production
i many domestic industries, while expansion in
exports was being curbed by the appreciated
value of the dollar as well as by relatively slow
gconomic growth abroad. Some members com-
mented that they saw little or no prospect for
significant improvement in the trade balance in
1985. 1f the toreign exchange value of the dollar
were to dechine moderately, ftorcign suppliers
were viewed as likely to absorb some of the
exchange loss through their profits, at least in the
short run, in order to protect their market shares
in the United States, in the process moderating
any inflationary impact of the dolar’s decline. It
was noted that a rapid decline of the doflar might
have undesirable effects on confidence or on the
stability of markets if it led to a worsening of
inflationary expectations.

The members continued to regard the outlook
for inflation as relatively favorable in the sense
that a moderate expansion in cconomic activity
was not seen as likely 1o be associated with
renewed upward pressures on wages and prices



234 Federal Reserve Bulletin (1 April {985

or, absent a sharp decline in the dollar, strong
new price pressuics from other sources. Mem-
bers noted that prices of sensitive commoditics
were still declining and that there appeared to
have been a downward shift in inflationary ¢x-
pectations in recent months, with favorable im-
plications for future progress in containing wage
and price increases. Indeed, a number of mem-
bers comumented that somewhat faster ecconomic
growth than was generally expected at this time
might also be compatible with little or no addi-
tional inflationary pressures in 1985, At the same
time, it was emphasized that the rate of inflation
was still too high and needed to be reduced over
time. One member also expressed the view that
improvements in productivity were likely to con-
tribute to diminishing inflationary pressures over
the longer run. On the negative side, a sizable
dechine in the value of the dollar would in time
exert upward pressure on domestic prices, al-
though given the lags that were involved, any
such impact might be relatively limited during
1985. Reference was also made to uncertainties
about productivity improvements and to a desire
to raisce profit margins in many industrics, even
though compctitive factors, both domestic and
international, might well continue to hold prices
down for a time.

At its meeting in July the Commitiee had
agreed on policy objectives that called for tenta-
tive growth ranges for the period from the fourth
quarter of 1984 to the fourth quarter of 1985 of 4
to 7 percent for M1, 6 to 82 percent for M2, and
6 to 9 percent for M3. The associated range for
total domestic nonfinancial debt was provisional-
ly set at 8 to [ percent for 1985, At this meeting
the Committce reviewed background factors
bearing on the ranges for 1985—including how
expericnce in 1984 may affect the establishment
and implementation of those ranges—in the ex-
pectation that at its next meeting it would reas-
sess and set specific ranges lor the year within
the framework of the Full BEmployment and
Balanced Growth Act of 1978 (the Humphrey--
Hawkins Act).

During the Committece’s discussion ot policy
implementation for the intermeeting  period
ahcad, most of the members expressed a prefer-
ence for directing open market operations to-
ward some further casing ol reserve conditions
to encourage satistactory growth in M1 and to

improve the prospects for economic expansion in
1985, The views of these members differed to
some extent on the degree of casing that should
be sought. A few members, though, wanted
essentially to maintain, pending new develop-
ments, the lesser degree of rescrve restraint that
had been achieved recently.

In the discussion of the pressures to be sought
on reserve positions, some members stressed the
risks of inadequate economic expansion in 1985
and commented that even a relatively rapid pace
of cconomic growth next year would not be
hkely 1o incur much risk of stimulating a signifi-
cant intensification  of nflationary pressures.
Some obscrved that despite sizable declines in
nominal interest rates, rcal interest rates were
still quite high, partly because of a downward
shift in inflationary cxpectations, and were exert-
ing considerable restraint on economic activity.
A number ol members also commented that
domestic considerations in favor of lesser re-
straint were remforced by the need (o take
account of the strength of the dollar in foreign
exchange markets and the severe debt-servicing
problems of scveral developing countrics. Other
members, particularly those who preferred littie
or no casing of reserve conditions, noted the
possibility that the expansion might turn out to
be more vigorous than was generally expected.
The impact of reduced interest rates had not yet
been fully reflected in the cconomy and more
time was needed to gauge that impact as the
Committee endeavored to steer an appropriate
policy course that would encourage cxpansion in
cconomic activity while avoiding an intensifica-
tion of inflation.

The members concurred that growth in M1
might accelerate over the months ahcad, partly
in lagged response to sizable declines in short-
term interest rates during recent months, but
several were of the view that some additional
cusing of reserve conditions was probably need-
ed to help assure adequate growth in M1, It was
noted that there was as yet no clear evidence that
the recent casing of reserve conditions and ac-
companying dechne in short-term interest rates
would foster a sustained rebound in M1 growth.
On the other hand, growth in the broader aggre-
gates appearced to be exceeding the Committee’s
expectations Lor the fourth quarter by a substan-
tial margin and it was suggested that the perform-



ance of M | nceded to be evaluated in light of that
development. With respect to the outlook for the
broader aggregates, the members generally antic-
ipated appreciable slowing from the unusually
rapid growth experienced in recent weeks, large-
ly because they cxpected inflows of funds to
money market deposit accounts and moncy mar-
ket mutual funds to slow substantially as the
interest rates paid on such accounts were adjust-
ed down to bring them into better alignment with
short-term market rates.

Along with other short-term rates, the federal
funds rate had declined considerably in recent
weeks and might fall a little more it pressures on
reserve positions were cased somewhat further.
Under the circumstances, most of the members
were in favor of a technical downward adjust-
ment in the current intermeeting range of 7 to 11
percent. [t was suggested during this discussion
that a rise in the federal funds rate to around the
upper limit of the existing range would imply
reserve conditions that were inconsistent with
the Commitiec’s objectives  for  monetary
growth. On the other hand, some members cau-
tioned that a decline in the rate that was too
precipitous or sizable might signal more of an
easing to markets than was needed to achieve the
Committee’s objectives.

At the conclusion of the Committee’s discus-
sion, a majority of the members indicated that
they favored or could accept a directive that
called for some further reduction in the degree of
restraint on reserve positions. The members ex-
pected that such an approach to policy imple-
mentation would be consistent with growth of
M1 at an annual rate of around 7 percent during
the four-month period from November to March
and with cxpansion of both M2 and M3 at an
annual rate of about 9 percent during the samc
period. Because of the currently estimated short-
fall in M1 growth in the fourth quarter compared
with the members’ ecxpectations at the beginning
of the quarter, the Committee decided that some-
what more rapid growth ol M1 would be accept-
able for the period ahecad, particularly if the
faster growth occurred in the context of stuggish
expansion in cconomic activity and comtinued
strength of the dollar in foreign exchange mar-
kets. The Committee also indicated that greater
restraint on reserve positions might be accept-
able in the event of substantially more rapid
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growth in the monctary aggregates than was
currently cxpected and indications that eco-
nomic activity and inflationary pressures were
strengthening significantly. It was agreed that the
intermecting range for the federal funds rate,
which provides a mechanism for initiating con-
sultation of the Committee when its boundaries
are persistently exceeded, should be reduced by
one percentage point 1o 6 to 10 percent,

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

The information reviewed at this mecting indicates a
mixed pattern of developments but on balance sug-
gests that cconomic activity is continuing to expand in
the carrent quarter at a rate approximating the consid-
crably reduced pace recorded in the third quarter.
Nonfarm payroll employment rose substantially fur-
ther outside of manufacturing in November, and the
civiliun unemployment rate fell from 7.4 to 7.2 per-
cent. After two months of decline industrial produc-
tion increased somewhat in November, largely reflect-
ing a rebound in auto production from strike-reduced
levels. Retail sales registered a large gain in November
alter changing little in October. Information on outlays
suggests substantially slower expansion in business
fixed investment, following exceptionally rapid growth
carlier. Since the beginning of the year, broad mea-
surcs of prices generally have continued to rise at rates
close to, or somewhat above, those recorded in 1983,
and the index of average hourly carnings has risen
somewhat more stowly.

Growth of the monctary aggregates strengthened
markedly in November. The November expansion in
M1 offset the decline in October, and this aggregate
has grown little on balance since carly summer; from
the fourth quarter of 1983 through November, M1
grew at a rate in the lower half of the Committee’s
range for 1984, Growth in the broader aggregates was
especially rapid in November, bringing M2 1o the
midpoint of its longer-run range and M3 a bit further
above the upper imit of its range. Lixpansion in total
domestic nonfinancial debt is continuing above the
Committee’s monitoring range for the year, reflecting
very large government borrowing and strong private
credit growth. Interest rates have fallen further since
the November meeting of the Committee, with the
largest declines concentrated in short-term markets.
On November 21, the Federal Rescerve approved a
reduction in the discount rate from 9 to 8Y» pereent.

Since carly November the foreign exchange valie of
the dollar against a trade-weighted average of major
forcign currencies has appreciated substantially, re-
versing most of the previous decline fromt its mid-
October peak. The merchandise trade deficit in Octo-
ber was significantly reduced from the rate in the third
quarter, mainly reflecting a sharp decline in non-oil
imports.
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The Federal Open Market Committee sceks 1o fos-
ter monetary and financial conditions that will help to
reduce inflation further, promote growth in output on a
sustainable basis, and contribute to an improved pat-

tern of international transactions. In furtherance of

these objectives the Committee agreed at the July
meeting to reaffinn the ranges for monetary growth
that it had established in January: 4 to 8 percent for M1
and 6 to 9 pereent for both M2 and M3 for the period

from the fourth quarter of 1983 to the fourth quarter of

1984. The associated range lor total domestic nonfi-
nancial debt was also reaflirmed at 8 to 11 percent for
the year 1984, 1t was anticipated that M3 and nonfinan-
cial debt might increase at rates somewhat above the
upper Hmits of their 1984 ranges, given developments
in the first half of the year, but the Committee felt that
higher target ranges would provide inappropriate
benchmarks lor cvaluating longer-term trends in M3
and credit growth. For 1985 the Committee agreed on
tentative ranges of monetary growth, measured from
the fourth quarter of 1984 to the fourth quarter of 1985,
of 4 to 7 percent for M1, 6 to 8% percent for M2, and 6
to 9 percent lor M3, The associated range tfor nonfi-
nancial debt was set at 8 10 11 pereent.

I'he Committee understood that policy implementa-
tion would require continuing appraisal of the relation-
ships not only among the various measures of money
and credit but also between those aggregates and
nominal GNP, including evaluations of conditions in
domestic credit and foreign exchange markets.

In the implementation of policy in the short run. the
Committee seeks to reduce pressures on reserve posi-
tions consistent with growth of M1, M2, and M3 at
annual rates of around 7, 9, and 9 percent, respective-
ly, during the period from November to March. Some-
what more rapid growth of M1 would be acceptable in
light of the currently estimated shortfall in growth for
the fourth quarter relative 1o the Committee’s expecta-
tions at the beginning of the period, particularly in the
context of sluggish growth in cconomic activity and
continued strength of the dollar in exchange markets.
Greater restraint on reserve positions might be aceept-
able in the event of substantially more rapid monetary

growth and indications of significant strengthening of

economic activity and inflationary pressures. The
Chairman may call for Committee consultation if it
appears to the Manager for Domestic Operations that
pursuit of the monetary objectives and related reserve
paths during the period before the next meeting is
likely to be associated with a federal funds rate persis-
tently outside a range of 6 to [0 percent.

Votes for this action: Messrs. Voleker, Boehne,
Boykin, Corrigan, Mrs. Horn, Messrs. Martin,
Partee, Rice, Ms. Scger. and Mr. Wallich. Votes
against this action: Messrs. Solomon and Gramley .

Mr. Solomon dissented from this action be-
cause, although he thought some (urther casing
wotuld be appropriate over the coming period, he

belicved such action should be relatively gradu-
al. In particular, he was concerned that the
provision of reserves sought by the Committee
risked an excessive decline in short-term rates
and an overrcaction in the financial markets. He
therctore preferred a more cautious probing to-
wards casier reserve conditions.

Mr. Gramley dissented because he could not
accept a directive that called for further casing of
reserve conditions. In his view the underlying
strength of the cconomy together with the ongo-
ing effects of carlicr declines in interest rates
provided the basis tor a likely rebound in eco-
nomic growth during 1985. He also believed that
the Committee needed to take greater account of
the broader monctary aggregates whose expan-
sion appeared to be exceeding the Committee’s
expectations by a substantial margin in the fourth
quarter. Under current circumstances he was
concerned that significant further casing of re-
serve conditions would foster additional declines
in interest rates that would have to be reversed
later as cconomic growth picked up again.

On January 18, 1985, the Committee held a
telephone conference to discuss recent foreign
exchange market developments in the context of
the announcement made by the G-5 Ministers of
Finance and Central Bank Governors. Against
the background of various measures that could
contribute to greater exchange rate stability, that
announcement reaflirmed, in light of recent de-
velopments, the commitment made at the Wil-
liamsburg Summit to undertake coordinated in-
tervention i exchange markets as necessary. It
was noted in the course of discussion that the
Committee’s authorizations for foreign currency
operations provided adequate scope for any ac-
tions in ¢xchange markets that might be under-
taken by the System in this context.

2. Authorization for Domestic
Open Market Operations

At this inceting the Comumittee voted to increasce
from $4 billion to $6 billion the fimit on changes
between Committee utectings i System Account
holdings ol t1.S. government and federal agency
sccurities specilied in paragraph [(a) of the au-
thorization for domestic open market operations,
cftective for the imtermeeting period ending with
the close of business on February 13, 1985.



Record of Policy Actions of the FOMC 237

Votes for this action: Mcessrs. Volcker, Solomon,
Boehne, Boykin, Corrigan, Gramiey, Mrs. Horn,
Messrs. Martin, Partce, Rice, Ms. Seger, and Mr.
Waliich. Votes against this action: None.

This action was taken on the recommendation
of the Manager for Domestic Operations. The

Manager had advised that substantial net sales of
securities were likely to be necessary during the
weceks ahead in order to absorb reserves that had
been provided recently to meet increased sca-
sonal needs for currency in circulation and re-
quired reserves.



Legal Developments

AMENDMENTS TO REGUILATION J

The Board of Governors has amended Regulation J
(12 C.F.R. Part 210) to strengthen the current require-
ment that payor depository institutions provide notice
when they are returning unpaid large dollar checks
presented through the Federal Reserve. The amend-
ment requires the payor institution to provide timely
notice to the depository institution at which the check
was originally deposited that the check is being re-
turned unpaid. The Federal Reserve Banks will en-
hance the notification scrvice they currently provide
to assist payor institutions in meeting this require-
ment. The Federal Reserve’s notification service will
also be available to depository institutions for checks
collected outside the Federal Reserve.

Effective October 1, (985, the Board amends
12 C.F.R. Part 210 as follows:

Part 210—Federal Reserve Bank Check
Collection System

In § 210.12, the last sentence of the section is designat-
ed as paragraph (d), and new paragraph (¢) is added
after paragraph (b) to read as follows:

Section 210.12—Return of Cash Items

(¢) Notification of Nonpaymient.

(1) A paying bank that receives a cash item n the
amount of $2500 or more directly or indirectly from
a Reserve Bank and determines not to pay it shall
provide notice 1o the first bank to which the item
was transferred for collection (**depositary bank’’)
that the paying bank is returning the item unpaid. If
the depositary bank is not located in a state, the
paying bank shall provide the notice to the bank
located in a state that first handled the item for
collection.

(2) The paying bank shall provide the notice such

that it is received as specified by the operating
circular of the paying bank’s Reserve Bank by the
depositary bank by midnight of the sccond banking
day of the paying bank following the dcadline for
return of the item as specified in paragraph (a) of this
section. If the day the paying bank is required to
provide notice 1o the depositary bank is not a
banking day for the depositary bank, receipt of
notice on the depositary bank’s next banking day
shall constitute timely notice under this paragraph.
Notice may be provided through any means, includ-
ing return of the cash item so long as the cash item is
recetved by the depositary bank within the time
limits specified in this subparagraph.

(3) The information contained in the notice shall
include the name of the paying bank, the name of the
payee, the amount of the item, the reason {or return,
the date of the indorsement of the depositary bank,
the account number of the depositor, the branch at
which the item was first deposited, and the trace
number on the item of the depositary bank, and
should otherwise be in accordance with uniform
standards and procedures specified by the operating,
civcular of the paying bank’s Rescrve Bank. A
paying bank is not required to provide any informa-
tion in the notice that it, after exercising ordinary
care and acting in good faith, is not able to deter-
mine with reasonable certainty trom the item itself.
(4) A paying bank is not required to, but may
voluntarily, provide notice to the department of the
depositary bank or other cntity specified by the
depositary bank to receive the notice.

(5) If a paying bank provides a notice pursuant 10
subparagraph (1) of this paragraph and subsequently
determines to pay the item, the paying bank shall
provide to the depositary bank a sccond notice as
soon as reasonably possible. This sccond notice
should indicate that it is a second notice that is
cancelling a previous notice and should contain
sufficient information to enable the depositary bank
1o match the second notice with the previous notice.
(6) A paying bank that fails to exercise ordinary care
in meeting the requircments of this paragraph shall
be liable to the depositary bank tor fosses incurred
by the depositary bank, up to the amount of the
item, reduced by the amount of the loss that the
depositary bank would have incurred even il the
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paying bank had used ordinary care. A paying bank
that fails to act in good faith tn mecting the require-
ments of this paragraph may be liable for other
damages, it any. suffercd by the depositary bank as
a proximate consequence. I the paying bank or the
depositary bank prevails in litigation involving the
requirements of this paragraph, it may recover its
court costs and reasonable attorneys’ fees. A paying
bank shall not be liable for mistake, neglect, negli-
gence, misconduct, insolvency or default ol any
other bank or other person in connection with
providing notice under this paragraph.

(7) Notwithstanding the provisions of scction 210.6
of this subpart, a Rescrve Bank that fails to exercise
ordinary care in undertaking to provide the notice

required in this paragraph on a paying bank’s behalf

shall be liable to the depositary bank for losses

incurred by the depositary bank, up to the amount of

the ttem, reduced by the amount of the loss that the
depositary bank would have incurred even if the
Reserve Bank had used ordinary care. A Reserve
Bank that fatls to act in good faith in undertaking to
provide the notice required in this paragraph on «
paying bank’s behalf may be liable for other dam-
ages, if any, suffered by the depositary bank as a
proximate conscquence. I the Reserve Bank or the
depositary bank prevails in litigation involving the
requirements of this paragraph, iy recover its
court costs and rcasonable attorneys’ lees. A Re-
serve Bank shall not be hable for mistake, neglect,

negligence. misconduct. insolvency or default of

any other bank or other person, including the paying
bank in connection with providing notice under this

paragraph.
(8) Notwithstanding the provisions of section 210.6
of this subpart, a Reserve Bank that undertakes to

provide the notice required in this paragraph on a
paying bank’s behall shall indemnily the paying
bank for any claim brought against it by the deposi-
tary bank that results {from the Reserve Bank's
failure to exercise ordinary care or failure o act in
good faith m providing the notice. The paying bank
shall indeminify a0 Reserve Bank that undertakes to
provide the notice required in this paragraph on the
paying bank’s behalt for any claim brought against
the Reserve Bank by the depositary bank that
results {rom the paying bank’s failure to exercise
ordinary carc or failure o act in good faith in
connection with the provision of the notice.

(9) This paragraph does not apply to an ttem drawn
on the account of the U.S. Treasury or to an item
indorsed by, or lor credit to, the U.S. Treasury.

BANK HOLDING COMPANY, BANK MERGER, AND
BANK SERVICE CORPORATION ORDERS [SSUED
BY THE BOARD OF (GOVERNORS

Orders Issued Under Section 3 of Bank Holding
Company Act

Pikeville National Corporation
Pikeville, Kentucky

Order Denying Acquisition of u Bank

Pikeville National Corporation, Pikeville, Kentucky, «
bank holding company within the meaning of the Bank
Holding Company Act (“"Act™) (12 U.S.C. § 1841
et seq.), has applicd for the Boards approval under
section 3(a)(3) of the Act (12 U.S.C. § 1842(a)(3)) to
acquire 100 percent of the voting shares of First
Guaranty  Bank of  Martin, Martin,  Kentucky
("*Bank’’).

Notice of the application, affording opportunity for
interested persons to submit comments and views, has
been given in accordance with section 3(b) of the Act.
The time for filing comments and views has expired,
and the Board has considered the application and all
comments received, including those submitted by
First Commonwealth Bank and The Bank Josephine,
both of Prestonsburg, Kentucky (“Protestants’), in
light of the factors set forth in section 3(¢) of the Act
(12 U.S.C.§ 1842(¢)).

Applicant, the sixth largest banking organization in
Kentucky, controls one bank, Pikevitle National Bank
(**Pikeville Bank™), with total deposits of $257.6 mil-
lion, representing 1.3 percent ot the total deposits in
commercial banks in the state.! Upon acquisition of
Bank, with deposits of $65.5 million, Applicant’s share
of deposits in commiercial banks in Kentucky would
increase by only 0.3 percentage points to 1.6 percent.
Accordingly, consummation of this proposal would
not have an appreciable eftect upon the concentration
of commercial banking resources in Kentucky.

Applicant operates [0 banking offices, all of which
are located in Pike County, Kentucky. Bank operates
onc oftice in Martin, which is in Floyd County., Ken-
tucky. Martin is connected by 23 miles of four-lane
highway to Pikeville, where Applicant s located.
Applicant claims that Pike County and Floyd County
are separale banking markets, and thus, that consum-
mation of this proposal will not climinate existing
competition between Applicant and Bank. Protestants
claim, however, that the relevant geographic market
should be defined as Floyd County and Pike County,
Kentucky. Protestants base their contention that the

1. All banking data are as of March 31, 1984,



relevant market consists of both countics on several
factors, including the cxistence of a four-lane highway
that runs through and connects Pikeville and Prestons-
burg, the major towns in Pike County and Floyd
County, respectively,? and shopping facilitics that
attract Floyd County residents to Pike County .

The Board has previously indicated that the relevant
banking market must reflect the commercial and bank-
ing realities and should consist of the localized arca
where the banks involved offer their services and
where local customers can practicably turn for alterna-
tives.* As the Supreme Court has stated, the proper
question ‘‘is not where the parties to the merger do
business or ¢ven where they compete, but where,
within the arca of competitive overlap, the effect of the
merger on competition will be direct and immediate.”*
This arca “*must be charted by caretul selection of the
market area in which the seller operates and to which
the purchaser can practicably turn for supplies.’’®

Applying these principles to the facts of this case.
and after carefully considering the submissions by
Applicant, Protestants, and the facts of record, includ-
ing a ficld investigation of the Floyd and Pike County
arca conducted by the stafls of the Board and the
Federal Rescerve Bank of Cleveland, the Board con-
cludes that the relevant banking market within which
to evaluate the competitive effects of this proposal is
Pike and Floyd Countics, Kentucky. This conclusion
is based on the ready accessibility for a substantial
portion of the counties’ population to banking services
offered by banks in both counties, the proximity of the
banks involved, and the demography and cconomic
integration of the region,

Pike and FFloyd Counties are located in a mountain-
ous region of southeast Kentucky known as Big

2. Protestants also express concern over Bank’s plans to change
from a state chartered bank to a federally chartered bank and to move
Bank from Muartin to Prestonsburg, where Protestants are Jocated.
The Comptroller of the Currency has granted preliminary approval of
the charter. The Board cxpresses no views regarding Bank’s new
charter or its proposed move. Inasmuch as Bank would move within
Floyd County, the move would not affect the analysis of the proposal
under Protestant’s proposed market detinition.

3. Protestants also requested w hearing on the application. There is
no statutory requirciment in the Act that the Board conduct such a
hearing. Morcover, the Board has examined the written submissions
by Protestants and Applicant and is unable to conclude that a hearing
would significantly supplement the record or resolve Issues that are
already discussed in the written submissions. Thus, the Board con-
cludes that the record in this case is sulliciently complete to render a
decision and, on this basis, denies the request for a hearing.

4. Dacotal Bunk Holding Company, 70 FEDERAL RESERVE BuL1)
TIN 347 (1984). Wyoming Bancorporation, 68 VEDERAL RESERVI
BULLETIN 313 (1982), afl’d sub nom., Wyoming Bancorporation v,
Board of Governors, 729 1°.2d 687 (10th Cir. 1984} Independent Bank
Corporation, 67 FubERAL RESERVE BULLETIN 436 (1981).

S, United Srares v Philadelphia National Bank, 374 .8, 321, 357
(1963); United States v, Phillipsbury National Bank, 399 U.S. 350,
364-65 (1970).

6. 374 UJ.S. at 359,
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Sandy. Pike and [oyd Counties have populations of
81,123 and 48,764, respectively. The nearcst major
commercial centers are Lexington, which is approxi-
mately 140 miles west of Pikeville and the Huntington-
Ashland metropolitan area, which is approximately 95
miles northeast of Pikeville. The main industry in both
counties is coal mining.

Pikeville, the largest city in this arca of the state and
the county scat of Pike County, is connected to
Prestonsburg, the largest city in Floyd County and the
county scat, by a 26-mile section of Route 23, which is
a four-ltane divided federal highway. Martin, where
Bank is currently located, is cight road miles from
Prestonsburg and 23 miles from Pikevilie via a high
quality four-lance connecting highway to Route 23.
Although Pikeville and Prestonsburg are the largest
towns in Pike and IFloyd Counties with populations of
4,756 and 4,011, respectively, the region between the
two towns, which includes Martin, where Bank s
located, has a population that far exceeds that of either
town.” The field investigation of the arca indicates that
virtually all the usable fand bordering Route 23 is
either occupied by a residence or business or is under
development.

The area between and including the two towns is
also where a substantial portion of the two counties’
commercial activities are centered. A continuous
quarter mile shopping arca in Pike County that con-
tains a number of national and regional retailers, such
as K-Mart and Kroger's, operates within 3.5 miles of
the Pike/loyd County border. The field survey indi-
cated that a substantial number of the customers of the
shopping arca are from Floyd County. A proposed
new shopping mall near the county hine in Pike County
with the sole outlets of national retailers in that region,
such as Scars and J.C. Penney, is likely to attract even
more people from Floyd County to Pike County. All of
the banks in Pike County propose Lo have branches in
the new mall.

The existing banking activity of Floyd and Pike
County banks also reflects the distribution of popula-
tion and cconomic activity described above. 'Three
banks operate in Pike County and all of these banks
have branches in the arca near the county border along
Route 23, Interviews with Pike County bankers indi-

7. For example, 1980 census surveys indicate that 9.068 persons
live beyond the Pikeville town limits in the Pikeville census division,
which spans from Pikeville to the border with Floyd County, und
through which Route 23 runs. Approximately 44 percent (22,107 of
Floyd County residents live in census divisions bordering on Route 23
between the county border and Prestonsburg or bordering on Pike
County to the south of Route 23, Two of these divisions, Mare Creck
and Mud Creek, which border Pike County newr Route 23, registered
population growth in cxcess of S0 percent in the 1970- 80 period. For
persons living in and between Pikeville and Prestonsborg, banks in
either county offer a reasonable alternative for banking services.
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cate that the location of existing and planned branches
near the county line was itended to help solicit
banking business from the other county. Two of the
three banks focated o [“loyd County have branches
within 4 miles of the county border along Route 23, In
addition, one of the Floyd County banks and two of
the Pike County banks operate branches ncar the
southern border ol the counties. Moreover, some of
the Pike County banks targel businesses in Floyd
County for commercial loans,

The Bourd also has considered the extent to which
the Pike County banks are providing banking services
to Floyd County residents. Pike County banks gener-
ate deposits and loans from Floyd County which are
equivalent to 10 percent of the deposits and 12 percent
of the loans held by IFloyd County banks. Applicant
itself obtains approximately 4.5 percent of its deposits
and 8.0 percent of its loans from Floyd County resi-
dents.® Floyd County banks derive 2 percent of their
deposits and | o 2 percent of their foans from Pike
County. Although these statistics indicate that Floyd
County banks do not obtain as Jarge an amount of their
business from Pike County as Pike County banks do
from Floyd County. these statistics are consistent with
the substantial ¢cconomic activity in Pike County that
attracts Floyd County residents to Pike County, and
demonstrate thal there is existing competition between
the banks in the two counties. This evidence also
indicates that the banks in cach county have not
regarded the other counties as being so far removed
from their major service arcas as to warrant a refusal
to extend credit to borrowers there.”

Although netther county’s main newspaper has a
wide circulation in the othei county. all of the Pikevilie
banks advertise on the Prestonsburg radio statiou,
which is the only radio station that can reach all ol
Pike County during the day. In addition, one of the
three Floyd County banks advertises in the Pike
County newspaper and local radio station,

In the Board's judgment, the proximity of Pike and
Floyd Countics, the ready accessibility to residents of
cither county of banking facilitics and other services in
cither county, and the substantial distance to other
comparable commercial centers, indicate that both
countics offer 10 residents of the other an available and

8. Although a telephone call from most of IFlovd County to Pikevilie
is considered a long-distance call, Applicant installed a phone number
for Floyd County residents so they could call Pikeville Bank without
incurring a long distance charge.

9. Applicant itself” has previously indicated that Pikeville Bank’s
“local community™ for purposes ol the Community Reinvestment Act
incindes Floyd County. Both Prestonsbury banks include o portion of
Pike County in their local community under the statute, and the other
Pikeville banks likewise include o portion of Flovd County in their
commimity. Delineation of o bank’s “local comnnunity™ for this
purpose involves many ol the same considerations involved in delin-
cating a geographic market.

practical alternative for a varicty of services, including
banking scrvices. These facts contradict Applicant’s
thesis that the two counties are located in separate
banking markets, cach of which is sufticieutly isolated
from compelitive forces in the other such that resi-
dents of one would not turn to the other nearby
community for banking scrvices. In fact, the evidence
mdicates that a significant number of Floyd County
residents use Pike County banks as an alternative
source of banking scrvices. Based on these and all of
the other facts of record, the Bouard concludes that
IMoyd and Pike Counties are part of the same relevant
geographic market.

Within the relevant banking market, Applicant is the
largest of six banking organizations, with total depos-
its of about $257.6 million, which represents 321
percent of the total deposits in commercial banks in
the market. Bank is the sixth largest banking organiza-
tion in the market, controlling 8.2 percent of the total
deposits in commercial banks in the market. As a
result of the proposed acquisition of Bank, Applicant
would remain the largest commercial banking organi-
zation in the market, and its share of market deposits
would increase from 32,1 percent to 40.3 percent. ‘The
share of deposits held by the four largest commercial
banking organizations in the market would increase
from 80.6 percent 10 88.8 percent, and the Herfindahi-
Hirschman Index (“"HHI") would increase by 526
points to 2573, Thus, the relevant banking market is
and would remain highly concentrated upon consum-
mation of this proposal, and would be subject to
chalienge under the United States Department of
Justice Merger Guidelines. o

Lo its evaluation in previous cases of the competitive
citects ol a proposal, the Board has indicated that
thrift institutions have become, or at least have the
potential to become, major competitors of commercial
banks." ln this case, two thrift institutions compete i
the relevant banking market. ‘These institutions are the
smallest of all the financial institutions in the market
and control deposits of $28.8 million, which represents
only 3.4 percent of the total deposits in commercial
banks and thrift institutions in the market.!?

10, Under the revised Departinent of Justice Merger Guidelines, 49
Federal Register 26,823 (June 29, 1984), the Department is likely to
challenge a merger where the increasce in the HHI exceeds 100 points
and the HE substantially exceeds 1800,

I, NOCNB Bancorporaiion, 70 Frperal Reskrve Burorrn 228
(1984); General Baneshares Corporation, 69 FEDERAT RESERVE B
LETIN 802 (1983); First Tennessee National Corporation, 69 FEDERAL
RESERVE BUipirin 298 (1983).

12, There is no evidence in the record that would support the
inclusion ol 100 percent of the deposits of thrift institutions in the
caleulation ol market concentration. BEven il 100 percent of the
deposits were included, however, Bauk's market share would be 31.0
percent and would increase to 38.9 percent after constmmation of the
proposal. The HE would be 1915 and would increase by 490 points to
2405 as a result of this proposal.



The Board is concerned about the proposed acquisi-
tion of Bank by the largest competitor in the market
because of the limits on entry imposed by state bank-
ing law. Kentucky law prohibits an cxisting bank
holding company or an individual who owns one bank
from chartering a de novo bank and any bank acquired
by such a company or individual must have been in
existence for five years.!? [n addition, Kentucky law
prohibits a bank from branching into a city where a
bank is headquartered, such as Prestonsburg. '™ Thus,
elimination of the competition between Applicant and
Bank would result in an adverse efiiect on competition

that is unlikely to be mitigated by the prospect of

de novo entry into the market.

Based upon the foregoing and all the facts of record,
the Board concludes that the cffect of consummation
of this proposal may be substantially to fessen compe-
tition in the relevant banking market, and that the
inclusion of both of the thrift institutions as competi-
tors in the market does not significantly mitigate the
anticompetitive effects of the proposal. s

The financial and managerial resources of Appli-
cant, its subsidiary and Bank arc satisfactory and
consistent with approval, The record of this applica-
tion indicates that Applicant would increase Bank's
lending limit and expand the types of services offered
by Bank, such as financial planning services, [RAs,
discount brokcrage services, and variable rate mort-
gages, Although the affiliation would expand Bank's
services, in the Board's view, these considerations do
not outweigh the substantially adverse competitive
effects of this proposal because Applicant is already
providing the scrvices in the market.

13. Ky. Rev. Stat. § 287.900(2) (Supp. 1984).

t4. Ky. Rev. Stat. § 287,180 (Supp. 1984).

15. Applicant also argues that this proposal should be approved
because the Chairman and President of Applicant and their families
own 100 percent of Bank's shares. [n a previous case involving the
formation of a bank holding company over Bank, the Federal Reserve
Bank of Cleveland defined Floyd County and Pike County as two
separate banking markets. The Reserve Bank did not undertake an in-
depth study of the market because it determined that Applicant's
Chairman and President did not control Applicant within the meaning
of the Act.

Although these officers of Applicaut control 100 percent of Bank.,
together they control less than 5 percent of Applicant. The determina-
tion that these olficers of Applicant o not control Applicant is
consistent with the definition of coutrol in the Act aund the Board's
precedents in this arca, which require that an individual or group of
individuals control at feast 25 percent of each bank’s voting shares in
order to find that the banks are subject to common control. See, Mid-
Nebraska Bancshares, Ine., 64 Feprral, RESERVE BULLETIN S8
(1978), aff’d, 627 1:.2d 266 (D.C. Cir. 1980), Semo Baneshares, [ne.,
66 FEDERAL RESERVE BULLETIN SOY (1980). Mahaska Investment
Company, 63 FEDERAL RESERVE Bul 1 ETIN S79 (1977}, In addition, in
approving the bank holding company lormation, the Reserve Bank
relied on the ofticers’ statements that they planned only to act in an
advisory position at Bank. Consummation of this proposal, however,
would place the shares of Hank vader Applicant’s conteol in perpetu-
ity, and thus clearly fuvolves the type of refationship Congress sought
to regulate through the Bank Holding Company Act.

Buased on the foregoing and other considerations
reflected in the record, it is the Board’s judgment that
the proposed acquisition is not in the public interest
and that the application should be, and hereby s,
denied.

By order of the Board of Governors, effective
February 4, 1985,

Voting for this action: Chairman Volcker and Governors
Martin, Wallich. Partee, Rice, Gramley, and Scger.

JAMES MCAFLE

[SEAL] Associate Secretary of the Board

Sun Banks, [nc.
Orlando, Florida

Order Approving Acquisition of Shares of a Bank

Sun Banks, Inc., Orlando, Florida, a bank holding
company within the meaning of the Bank Holding
Company Act (12 U.S.C. 8§ 1841 et seq.) (CAct’),
has applied for the Board’s approval under section
3(a)(3) of the Act (12 U.S.C. § 1842(a)}(3)) to acquire
up to 15 pereent of the voting shares of Peoples Bank
of Lakeland, Lakeland, Florida (**‘Bank™). Apphcant
currently owns 4.6 percent of the voting shares of
Bank.

Notice of the application, affording an opportunity
for interested persons (o submit comments, has been
given in accordance with section 3(b) of the Act
(12 U.S.C. § 1842(hy). The time for filing comments
has expired. and the Board has considered the applica-
tion and all comments reccived in light of the factors
set forth in scction 3(c) of the Act (12 U.S.C.
§ 1842(¢)).

The Board has previously indicated that the acquisi-
tion of less than a controlling interest in a bank is not
normal acquisition for a bank holding company.' How-
ever, the requirement in section 3(a)(3) ol the Act that
the Bourd’s prior approval be obtained before a bank
holding company acquires more than S percent of the
voting shares of a bank suggests that Congress con-
templated the acquisition by bank holding companies
of between 5 percent and 25 percent of the voting
shares of banks. Accordingly, the Board has previous-
ly approved the acquisition by a bank holding compa-
ny of less than a controlling interest in a bank.”

1. Midlantic Banks, Inc. 70 Frperal, Resekve Burierw 776
1984y State Street Boston Corporation, 67 FEDERA Reserve Bur
LETIN 862 (1981).

20 0d. See also Comerica Incorporated, 69 FEDERAL ReSErvE
Butperw 911 (1983): Lincoln Neationel Company, 63 FEDERAL
RESERVE Burrecin 405 (1977 and First Piedmont Corporation, 59
FEDERAL RESERVE BULLETIN 456 (1973),



Section 3(¢) of the Act requires the Board in cevery
case under section 3 of the Act 1o analyze the compelti-
tive, financial, managerial, future prospects, and con-
venience and nceds considerations. In accordance
with that section, the Board has considered all of these
factors in its analysis of this application.

Applicant is the second largest commercial banking
organization in Florida. Its 30 subsidiary banks hold
total domestic deposits of $7.3 billion, representing
12.5 percent of all deposits in commercial banks in the
state. Bank is the twentieth targest commercial bank-
ing organization in Florida, with 0.5 percent of all
deposits in commercial banks in the state.® Applicant
and Bank compete in the West Polk County banking
market.? Bank is the largest of ten commercial banking
organizations in the market and controls $290.7 million
in deposits, representing 4 1.1 percent of total deposits
in commercial banks in the market. Applicant controls
the fifth largest bank in the market, with $68.9 million
in deposits, representing 10.2 percent of total deposits
in commercial banks in the market.

If this proposal involved the acquisition of control off
Bank by Applicant, it appears likely, based on the
facts as presented at this time, that consummation off
the proposal would substantially lessen competition in
the West Polk County banking market.® In that event,
the Board would be required to deny the proposal.

Based on the facts of record and Applicant’s com-
mitments, however, the Board has concluded that
Applicant would not acquire control or the ability to
exercise a controlling influcnce over Bank upon con-
summation of this proposal. The record shows that
Applicant has applied to acquire no more than 15
percent of the shares of Bank and that approximately
54 percent of Bank’s voting shares are owned by o
family which has controlled Bank for at lcast 32 vears
and whose members currently serve as chairman and
vice chairman of Bank. In addition, Applicant has
committed that it will not, without prior consent {from
the Board:

(1) exercise or attempt to exercise a controlling

influence over Bank's managenent or policies:

(2) take any action causing Bank to become a

subsidiary of Applicant;

(3) seek or accept representation in the management

or on the board of directors of Bank:

3. State banking data are as of December 31, 1983,

4. The West Polk County banking market consists of” Lakeland,
Mulberry. and Fort Meade, Florida, West Polk County data are as of
Junc 30, 1983.

5. Acquisition of Bank by Applicant would increase the Herfin-
dahl-Hirschman Index (HH) from 2298 10 3132, anincrease of 837
points. 50 percent of the deposits o thrift institutions i the market
are included, the FIHT would rise from 1541 to 2018, anincrease of 474
points. I 100 percent of thrilt deposits are included, the HHIT would
rise from 1453 (o 1738, an increase of 305 points. Under cither
assumption, the praposal would be dikely to be chatlenged under the
Department ol Justice Merger Guidelines.

(4) provide any advice regarding the nianagement or

policies of Bank: or

(5) conduct a proxy contest in opposition to Bank’s

board of directors.

The Board’s inquiry does not end, however, with its
finding that Sun will not control Bank. The Board
views such acquisitions with concern and continues to
believe that noncontrolling interests in directly com-
peting banks may raisc scrious questions under the
Act. The Board has previously noted that one compa-
ny need not acquire control of another in order o
substantially Iessen competition between them.® 1t is
possible, for example, that the acquisition ol a sub-
stantial ownership interest in @ competitor or potential
competitor of the acquiring firm may alter the market
behavior of both firms in such a way as to weaken or
climinate independence of action between the organi-
zations and increase the likelthood of cooperative
operations.

Whether a substantial lessening of competition
would result from a minority investment in a compet-
ing bank must be answered in light of the specific facts
of each case. In this case, it 15 the Board’s judgment,
based upon carcful analysis of the record, that no
substantial lessening of competition is likely to result
from the acquisition. The record shows that Bank is
under the firm and active control of a family, that there
will be no officer or director interlocks between Appli-
cant and Bank, and that Applicant intends the acquisi-
tion to be strictly a passive investment. Morcover,
Bank is an institution ol substantial asset size and is
the leading institution in the market, controlling four
times the market deposits of Applicant’s subsidiary
bank. The Board also views as significant the fact that
six other major bank holding companies compete in
the market.

The financial and managerial resources and future
prospects of Applicant and its subsidiaries and Bank
are satisfactory and consistent with approval of this
application, as are considerations refated to the conve-
nience and needs of the community to be served.

Based on the foregoing and all of the facts of record,
and particularly in light ol Applicant’s commitments,
the Board has determined that this application should
be and hereby is approved.’ The acquisition of shares
shall not be consummated before the thirtieth calendar

6. North Platie Corporation, 66 FEDERAL RESPRVE Borim 782
(1980).

7. This approval does not authorize Appheant to hold more than 15
percent of the shares of Bank or 1o acquire control of Bank. Applicant
would be reguired to file un application under section 3 of the Act to
acquire additional shares of Bank, or if circumistances change such
that Sun would have control over Bank. In reviewing such an
application, the Board would examine the competitive eflects of the
proposcd action as well as the other factors set Torth in secetion 3c) of
the Act in light of the circumstances existing at the time. The Board's
approval of this application should not be interpreted to mean that the
Board necessaridly would approve any such future application.
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day following the cilective date of this Order, or later
than threc months after the cffective date of this
Order, unless that period is extended for good cause

by the Board, or by thc Federal Reserve Bank of

Atlanta pursuant to delegated authority.
By order of the Bourd of Governors, effective
February 1, 1985.

Voting for this action: Chairman Volcker and Governors
Martin, Wallich, Partee, Rice, Gramley, and Seger.

JAMES MCAFELE

[SEAL] Associate Secretary of the Board

United lowa Bancshares, Inc.
Mason City, lowa

Order Approving Acquisition of Bank

United Towa Bancshares, Inc., Mason City, lowa, a
bank holding company within the meaning of the Bank
Holding Company Act (“*Act™) (12 U.S.C. § 1841
et seq.), has applied for the Board’s approval pursuant
to section 3(a)(3) of the Act (12 U.S.C. § 1842 (a)(3)).
to acquire at least 80 percent of the voting common
shares and to retain 99.6 percent of the cumula-
tive convertible preterred stock (the ‘‘preferred
stock’’) of North Towa State Bank, Belmond, lowa
(“*Bank’).!

Notice of the application, affording opportunity for
interested persons to submit comments. has been
given in accordance with scetion 3(b) of the Act. The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived in light ot the factors set forth in section 3(c¢) of
the Act (12 U.S.C. § 1842(c¢)).

Applicant controls one bank, First Newton National
Bank, Newton, lowa (‘"Newton Bank’), with total
deposits of $45.2 million, representing 0.2 percent of
the total deposits in commercial banks in Towa.? Bank
is one of the smaller commercial banking organizations
in lowa, with total deposits of $19.9 million, represent-
ing less than 0.1 percent of the total deposits in

1. The preferred stock represents approximately 46 percent of
Bank's total equity and is convertible inta approximately 64 percent of
Bank’s voting common shares three vears from the date ol its
issuance. Under these circumstances, the Board believes that the
purchase of these securitics required the Board's prior approval under
section 3 of the Act. After carctully reviewing the record in this casce,
however, the Board belicves that Applicant’s purchase ot the pre-
ferred stock was not a deliberate attempt to circumvent the purposes
or requirements of the Act and does not preclude Board approval of
this application,

2. Banking data are as of December 31, 1983,

commercial banks in the state. Upon consummation of
this proposal, Applicant would control total deposits
of $65.1 million, representing approximately 0.3 per-
cent of the total deposits in commercial banks in the
state.® In the Board’s view, consummation of this
proposal would have no significant effect on the con-
centration of banking resources in Iowa.

Bank operates in the Wright County and Hancock
banking markets. In the Wright County banking mar-
ket, Bank is the smallest of cight banking organiza-
tions, coutrotling 3.7 percent of the total deposits in
commercial banks in the market. In the Hancock
banking market, Bank is the sixth largest of seven
banking organizations, controlling 6.1 percent of the
total deposits in commercial banks in the market.
Applicant does not operate in either of these banking
markets. Accordingly, consummation of this proposal
would have no significant adverse eflect upon existing
compeltition.

The financial and managerial resources and future
prospects of Applicant and Newton Bank are satisfac-
tory. As a result of this proposal, Bank’s financial and
managerial resources will be improved, particularly in
light of Applicant’s commitments to inject additional
capital into Bank. Accordingly, banking factors lend
weight for approval. Although Applicant has proposed
no new scrvices for Bank, there is no evidence in the
record to indicate that the banking nceds of the
community arc not being met. Accordingly, consider-
ations relating 1o the convenience and necds of the
community to be scrved are consistent with approval
of the application.

Accordingly, the Board has determined that con-
summation of the transaction would be consistent with
the public interest and that the application should be
approved. On the basis of the record and for the
reasons summarized above, the application is hercby
approved. The acquisition of Bank’s common stock
shall not be consummated before the thirticth calendar
day following the effective date of this Order, or later
than three months after the effective date of this
Order, unless such period is extended for good cause
by the Board or by the Federal Reserve Bank of
Chicago. acting pursuant 1o delegated authority.

3. The Board notes that Applicant and Bank are now commonly
controlled through certain of their principals. Bank's Chairman of the
Board, Mr. Robert H. Isensce, together with his son-in-law, Mr. Gary
Kahu, controls approximately 63 percent of Bank's voting shares.
These two individuals and Mr. Isensee’s sister together control
approximately 53 percent of Applicant.

4, The Wright County banking market is approximated by Wright
County, lowa. The Hancock banking market is approximated by all of
Hancock County, lowa, and Forest Township in Winnebago County,
lowa.
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By order ol the Board of Governors, cffective
February 15, 1985.

Voting tor this action: Chairman Volcker and Governors
Martin, Wallich, Partec, Rice. and Gramley. Absent and not
voting: Governor Seger.

James MCATEL

[SEAL] Associate Secretary to the Board

Security Banks of Montana
Billings, Montana

Order Denyving Acquisition of Banks and Bank
Holding Companies

Security Banks of Montana, Billings, Montana, a
bank holding company within the meaning of the
Bank Holding Company Act (**Act’’), has applied {or
the Board's approval under section 3 of the Act
(12 U.S.C. § I1842) to acquire Montana Bancsystem
Inc., Billings, Montana ("*"“MBI’"), and thereby indi-
rectly acquire its 13 subsidiary banks.' In connection
with this application, Applicant also has applied o
acquire 6.2 percent of Bank of Montana System, Great
Falls, Montana.

Applicant also has applied for the Board’s approval
under section 4(c)(8) of the Act (12 U.S.C. §
1843(¢)(R)) and section 225.23(a)2) of the Board’s
Regulation Y (12 C.1.R. § 225.23(a)(2)). to acquirc
MBI's data processing interests that are conducted
dircctly from the holding company. This activity has
been determined by the Board to be closely related to
banking and perinissible for bank holding companies.
(12 C.F.R. § 225.23(b)(7)). Applicant also has applied,
under section 4(c}8) of the Act (12 U.S.C. §
1843(c)(8)) to engage indirectly through MBI in the
activities of a general insurance agency in towns with
populations not exceeding 5.000.

Notice of the applications, allording opportunity for
interested persons to submit comnents, has been
given in accordance with sections 3 and 4 of the Act

[. The bunks to be acquired are as follows: Montana Bank of
Billings. Billings; Montana Bank of Circle, N.A., Circle; Montana
Bank of Livingston. Livingston: First National Montana Bank ol
Missoula, Missoula: Montana Bank of South Missoula, Missoula:
Montana Bank of Forsyth, Forsvth: Baker Bancorporation, Inc..
Baker (Montana Bank of Baker, N.A L, Baker): Bozeman Bancorpora-
tion, Inc., Bozeman (Montana Bank of Bozeman, N.A. Bozeman):
Butte Bancorporation, Inc., Butte (Montana Baonk of Buatte, N.AL.
Butte): Mineral County Bancorporation, Inc.. Superior (Montana
Bank of Mincral County, Superior); Red [Lodge Bancorporation. Inc.,
Red Lodge (Montana Bank of Red Lodge. N.A.. Red Lodge):
Roundup Bancorporation, Inc., Roundup (Montani Bank of Round-
up, N.A., Roundup); und Sidney Holding Company, Sidoney (Montana
Bank of Sidney, N.A., Siduey): all Tocated in Montana.

(49 Federal Register 47,933). 'The time for tiling com-
ments has expired, and the Board has considered the
applications and all comments received in light of the
factors sct forth in section 3(c) of the Act (12 U.S.C.
§ 1842(c)) and the considerations specified in section
4(c)(8) of the Act.

The Board has indicated on previous occasions that
a bank holding company should be a source of finan-
cial and managerial strength o its subsidiaries, and
that the Board will closely examine the condition of an
applicant in each case with these considerations in
mind.? The Board also has indicated and continues to
belicve that capital adequacy is an especially impor-
tant factor in the analysis of bank holding company
proposals, particularly in transactions where a signifi-
cant acquisition is proposed, and that it will consider
the implications of a significant level of intangible
assets arising from a proposed expansion.® In the
International Lending Supervisory Act of 1983, Con-
gress recognized the importance of capital adequacy to
the banking system and authorized the federal banking
agencies to establish minimum levels of capital for
banking institutions and to take other measures to
cnsure that banks achieve and maintain adequate
capital,* The Board has repeatedly expressed its views
regarding the need for bank holding companics to have
sufficient primary capital, particularly tangible pri-
mary capital, and has stated that significant decreases
in an institution’s capital position would be grounds
for denial of a proposal.®

Applicant is a well managed company and its banks
are in satisfactory condition. Applicant’s primary and
total capital are above those levels set by the Board™s
current® and proposed Capital Adequacy Guidelines.”
The Board is seriously concerned, however, with the
effect of the proposal on Applicant’s resources, partic-
ularly the substantial reduction of Applicant’s capital
and Applicant’s increased reliance on debt.

The proposed transaction represents a substantial
acquisition for Applicant that would double its size in
terms of total assets. Applicant proposes to acquire all
of the outstanding shares of MBI for approximately

2. Emerson First National Company, 67 F'120ERAL RESERVE Bul-
LETIN 344 (1981, 12 C.F R.§ 225 4G0(1).

3. National City Corporation, 70 FEDERAL RESERVE BULLETIN 743
(1984). Banks of Mid America, Inc., 70 FEDERAL RESERVE ButirtiN,
460 (1984). Muanufucturers Hanover Corporation, 70 Frprerar Re
SERVE BULLETIN 452, 453 (1984).

4. 12 U.S.C. 8 390700 (West Supp. 1984).

5. Eagle Bancorporation, 70 FEDERAL RESERVE BulLrnN 728
(1984): Nationu! City Corporation, 70 FEDERAL RESERVE BULLETIN (L
746.

6. Capital Adequacy Guidelines (12 CF.RC 8 Part 225 Appendix
A).

7. Proposed Minimum Capital Guidelines tor Bank Holding Com-
panics, 49 Federal Register 30,317 (1984).



$36.4 million, which represents a substantial premium
for MBI shares. 'The acquisition would be funded by a
complex transaction involving the issuance of new
equity worth $13 mitlion, mandatory convertible secu-
ritics worth $10 million, the sale of $10.5 million in

assets, dividends from Applicant’s subsidiary banks of

approximately $1.4 million, and $1.3 million of debt.

As a result of this proposal, Applicant’s tangible
primary capital would decline in cxcess of 220 basis
points, to a level below that specified in the Board's
proposed Cupital Adequacy Guidelines. The Board
views this decreasce mn tangible primary capital alone as
a significant factor that reflects adversely on this
proposal.

In addition to the decline in Applicant’s tangible
primary capital, Applicant’s debt servicing ability also
would be strained, relying in part on purchases by
Applicant’s ESOP of Applicant’s common stock, on

managerial fees and on the substantial retention of

earnings by Applicant. Currently, Applicant’s debt-to-
equity ratio is consistent with that of its peer group.

Although Applicant will not incur a large amount of

new borrowing as such to finance this transaction,

Applicant would be assuming a significant amount of

debt held by MBI, In considering the level of Appli-
cant’s debt, the Board notes that a significant amount
of mandatory convertible securities would be issued to
MBI shareholders. Under adverse circumstances, Ap-
plicant has a strong disincentive to convert these
securities to common stock because such conversion
could significantly diminish the ability of existing
management to control Applicant. Morcover, the new
sharcholders could influence the payment of dividends
on their converted securities; thus conversion might

not reduce the demands on Applicant’s cash flow. If

the mandatory convertible sccurities were deemed to
be debt for the purpose of analysis, Applicant’s debt-
to-equity ratio would increase from 39 percent to 69
percent, a level significantly above that which is
normally acceptable tor bank holding companies.
Applicant argues that its cash flow projections indi-
cate that it can scrvice the debt. The Board believes
that Applicant’s projections are overly optimistic be-
cause, although the projections are lower than the
combined companics’ historical performance, they are
based on a return on assets that is significantly higher
than the performance of the combined companies over
the past two years. Also, Applicant places a heavy
retiance on ESOP stock purchases and management

fecs. 1n the Board’s judgment, the cumulative ceffect of

these and the other considerations with respect 1o the
financial resources of Applicant indicate that Appli-
cant would not be as capable of maintaining an ade-
quate level of capital as required by sound banking
practice and the International Lending Supervisory
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Act and could not be viewed as a source of strength to
its subsidiary banks after consummation of the propos-
al. On the basis of the above considerations, the Board
concludes that consummation of the proposal would
so adversely affect Applicant’s financial condition as
to lend significant weight toward denial of the applica-
tion.

With respect to the convenience and needs of the
commuunitics to be served, Applicant states that con-
summation of this proposal would expand Applicant’s
commercial lending capability and would give MBI
access to an expanded A'TM network. In the Board’s
view, these convenience and needs considerations are
not suthicient to outweigh the adverse financial effects
of this proposal. In light of the Board's adverse
findings regarding Applicant’s financial resources, the
Board finds it unnecessary to decide if consummation
of the proposal would result in a substantial elimina-
tion of competition in any relevant market.

Based on the foregoing and other considerations
reflected in the record, it is the Board’s judgment that
the proposed acquisition is not in the public interest
and that the applications should be and hereby are
denied.

By order of the Board of Governors, effective
February 22, 1985.

Voting tor this action: Chairman Volcker and Governors
Martin, Wallich, Partec, Rice, and Gramiey. Governor Wal-
lich abstained from the insurance portion of this action.
Absent and not voting: Governor Seger.

JAMES MCAYEL

[SEAL] Associate Secretary of the Board

Orders Issued Under Section 4 of Bank Holding
Company Act

Citicorp
New York, New York

Statement by Board of Governors of the Federal
Reserve System Regarding the Application of
Citicorp to engage in certain life insurance activities
under section 4(c)(13) of the Bank fHolding Company
Act

By letter dated November 19, 1984, the Bourd ap-
proved the application of Citicorp under scection
4(c)(13) of the Bank Holding Company Act (12 U.S.C.
§ [843(c)(13)) and section 211.5(d) of the Board’s
Regulation K to continue to hold shares of Assurantie-
maatschappij Financia N.V., Antwerp, Belgiom (*Fi-
nance’’) after Finance (1) expands its credit-related
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insurance underwriting activities to include underwrit-
ing certain credit-related insurance in Belgium and
Luxembourg without regard to whether such insur-
ance is related to extensions of credit by the Citicorp
organization; (2) underwrites savings completion in-
surance in Belgium and Luxembourg; and (3) contin-
ues to underwrite in Belgium home loan life insurance
and endowment life insurance related to the mortgage
lending activities of Finance and its affiliates. In this
statement, the Board sets forth its reasons for approv-
ing this application.

In reviewing proposals by U.S. banking organiza-
tions to engage in activitics overseas, the Board has
recognized that in other banking and financial sys-
tems, local institutions arc often permitted to engage in
activities that would not be permissible for United
States banking organizations under applicable United
States laws and regulations. 1n the Edge Act and the
Bank Holding Company Act, the Board has becen
granted authority to permit activities abroad that are
generally not authorized in the United States for bank
holding companies. ln the exercise of that authority,
the Board has adhered to the policy that the foreign
activities that it authorizes should be of a banking or
financial, as opposed to commercial, nature, or that
such activities should be usual in connection with
banking or other financial operations abroad. ‘The
Board may also consider whether conduct of the
activity will enable the U.S. banking organization to
compete effectively with foreign organizations. In ad-
dition, the Board takes into account whether the
performance of the activity by o United States banking
organization ovetrseas is consistent with the prudemt
conduct and management of the company’s banking
and nonbanking operations, and the cffect of the
activity on the capital and managerial resources of the
U.S. banking organization.

The list of permissible activitics in Regulation K
includes the underwriting of credit life insurance and
credit accident and health insurance that is related to
extensions of credit by the investor or its affiliates
(12 C.F.R. § 211.5(dX5)). The activities of underwrit-
ing home loan life insurance, endowment life insur-
ance, savings completion insurance, and credit insur-
ance with respect to credit by unaffiliated lenders arc
permissible only with the Board’s specific consent.

Citicorp secks to expand the credit-related insur-
ance underwriting activities of Finance in Belgium and
Luxembourg to include the underwriting of credit life
insurance, credit accident and health msurance, and
savings completion insurance, without regard to

whether such insurance is related to extensions of

credit by, or savings plans oficred by the Citicorp
organization. With respect to credit-related insurance,
the Board has previously stated that in the United
States, the underwriting of credit-related insurance is

generally viewed as a financially-related activity.! The
insurance is directly linked to an extension of credit,
the purposc of the insurance is to assure repayment of
the credit, and the beneficiary is the lender.

Savings completion insurance has similar character-
istics in that it is oftered in connection with a savings
plan and would permnit the customer o obtain a
predetermined line of credit upon completion of the
plan. The insurance aspect of the proposal would
require Finance to pay an amount equal to the difter-
ence between the maturity value of the deposit plan
and the balance in the account at the time of the
depositor’s death or incapacity. Therefore, it appears
that savings completion insurance may also be consid-
ered a financially-related activity.

Citicorp provides evidence in its application that,
except for savings completion insurance, a substantial
number of Belgian banking institutions engage in the
proposed insurance underwriting activities either di-
rectly or through athiliated companies. For example,
five Belgian savings banks, including the two largest,
underwrite general life insurance and property and
casualty insurance themselves or are affiliated with
insurance companies that do. One of these savings
banks ofters a savings product similar to that proposed
for Finance. Further, Belgium’s second largest com-
mercial bank, indirectly, through a savings bank sub-
sidiary, holds 99.9 percent of the shares of an insur-
ance company that is licensed to underwrite general
life insurance and property and casualty insurance.
Citicorp has also stated that Luxembourg has had an
economic union with Belgium since the late 1940s,
and, as a result, Finance may extend its insurance
activities to Luxembourg,

Citicorp has also applied to continuc to underwrite,
indirectly through Finance, home loan life insurance
and endowment life insurance, which Finance has
offered since betore its acquisition by Citicorp in 1970.
Home loan life insurance guarantees to the mortgagee
payment of the principal amount of the loan outstand-
ing at the time of the borrower’s death, which amount
declines as the loan is repaid. Endowment life insur-
ance, also underwritten in connection with mortgage
loans, guarantees payment of a fixed sum on the
policyholder’s survival to a maturity date or on the
policyholder’s death if it is prior to that date.” The

1. Citibank Overseas {nvestment Corporation, 67 FEDERAL Rie-
SERVE BULLETIN 366 (1981).

2. These activities were not specifically approved by the Board tor
Finance at the time of ity acquisition by Citicorp. The Board had
approved certain credit-related insurance underwriting activities at
that time for Finance. The management of Finance appears to have
assumed that the proposed insurance products feli within the scope of
credit Jife insurance products permissible for Finance. Upon discov-
ery of the discrepancy, Citicorp brought the matter to the Board's
attention and filed an application tor the Board's consent to retain the
uctivities,



Board has determined that these underwriting actlivi-
ties are financially-refated because they are offered in
connection with mortgage loans,

In assessing the risk to Citicorp in engaging in the
proposed activities, the Board noted that U.S. banking
organizations, including Citicorp, have extensive
cxperience In managing the risks associated with un-
derwriting credit-related insurance. The Board also
relied on the facts that Finance is a relatively small
company that appears (o be adequately capitalized,
that Citicorp has indicated, and the record reflects,
that Finance will require no additional capital invest-
ment over the next three years and that its projected
growth is moderate. In addition, any further mvest-
ments in Finance will require the consent ol the Board.,
Based on these and other considerations reflected in
the record, the Board concluded that the conduct of
the proposed insurance activities in the circumstances
of this case would not be inconsistent with the supervi-
sory and other purposces of the Bank Holding Compa-
ny Act. Accordingly, the application was approved
subject to the conditions described above.

Board of Governors of the Federal Reserve System,
December 4, 1984,

Voting for this action: Chairman Volcker and Governors
Martin, Wallich. Partee. Rice, Gramley. and Seger.

Wit1iaM W, WILES

[sEALf Secretary of the Board

The Chase Manhattan Corporation
New York, New York

Order Conditionally Approving the Acquisition of
Institutions Engaged in Deposit Taking and
Commercial Lending

The Chase Manhattan Corporation, New York, New
York, a bank holding company within the meaning off
the Bank Holding Company Act (““Act’’ or “BHC
Act™)y (12 U.S.C. § 1841 ¢r seq.), has applied for
approval under section 4(cH®) of the Act (12 U.5.C.
§ 1843(c)(K)) and scction 225.23(a)(1) of the Board's
Regulation Y (12 C.F.R.§ 22523(a)(1)) to acquire The
Chase Manhattan National Bank of Arizona, Phoenix.
Arizona; The Chase Manhattan National Bank of
California, Newport Beach, California: The Chase
Manhattan National Bank of Hlinois, Chicago. Hlinois;
The Chase Manhattan National Bank of Minnesota.
Bloomington, Minncsota: and the Chase Manhbattan
National Bank of Ohio, Cleveland, Ohio (colliectively
referred to as " Banks™).

Liach of the institutions is a national bank, for which
preliminary charter approval has been granted by the
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Comptroller of the Currency. Applicant proposes that
Banks accept time and savings deposits and moncey
market deposit accounts and make consumer and
conunercial loans. Banks will not accept demand
deposits as (hat  term s defined  in section
225.2(a)(1)A) of the Board™s Regulation Y (12 O 1. R.
§ 225.2(01)0(A)). Applicant also proposes that Banks
act as agent for the sale of credit life and credit
accident and health insurance. The proposed activities
have been previously determined by the Board to be
closely related to banking. 12 C.IURC§ 225.25(b)(D)
and (8); Irving Bank Corporation, 71 FEDERAL Re-
SERVE Burrerin 73 (1985): .S, Trust Corporation,
70 FEperat Reserve BunperiN 371 (1984).

Notice of these applications, affording opportunity
for interested persons to submit comments, has been
duly published (49 Federal Register 28,767 (1984)).
The time for filimg comments has expired and the
Board has considered the applications and all com-
ments received, including those of the Superintendent
of Banks for the State of Ohio, in light of the factors
set forth i section 4(¢)(8) of the Act.

Applicant, with total consolidated asscts ol $87.5
billion," 1s the third largest bank holding company in
the United States. Applicant operates three commer-
cial banks and also engages in various nonbanking
activitics through a number of subsidiarices.

Applicant asserts that hecause Banks will not aceept
demand deposits as that term s defined in the Board's
Regulation Y, they will not be “*banks™ as defined in
the BHC Act,r and. accordingly, that Board approval
ol the applications is not barred by the mterstate
banking limitations of the Douglas Amendment to the
BHC Act (12 U.S.CL 8§ [842(d)).

In its [rving decision, the Board was constrained (o
conclude that a national bank that would engage in
consumer and commercial lending, but would not
accept demand deposits as defined in Regulation Y.
would not be a ““bank™ as that term is defined in the
BHC Act and thus may be acquired by o bank holding
company located in another state.* The Board, howev-
er, imposed certain conditions, as it had in /.8, Trust,

1. As of Septentber 30, 1984,

2. The BHC Act delines the term hank™ to include any institution,
chartered under the laws ol the United States o any state, that
aceepts deposits that the depositor has akegal vight to withdraw on
demand and cngapes in the business ol making commercial loans,
12 US.C0 8 1841c). Ao institution that is chartered ax a bank. but
that docs not perform one of the two essential functions required for
Shank™ status under the BHO Act, has been referred 10 as a
Cnonbank bank,

dooSunilardy o 8 Trase, 70 Froerar Reserve Bur e at 372,
the Bourd stated that the technical definition of “bank™ i the Act
forced it to conclude that a bank holding company could acquire, on
an interstate basis. anational bank that would accept demand deposits
but not make commercial foans.
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to ensurc that Banks are not used by Applicant as «
vehicle for evasion of the provisions of the Act regard-
ing interstate banking:

1. Applicant will not operate the commercial lending

activities of the nonbank bank in tandem with any

other subsidiary or other financial institution.”

2. Applicant will not link in any way the demand

deposit and commercial lending services that define

a bank under the Act.

3. The nonbank bank will not engage in any transac-

tions with affiliates, other than the payment of

dividends 1o Applicant or the infusion of capital by

Applicant into the nonbank bank, without the

Board's approval.

These conditions preclude the type of linked or
integrated operation that would otherwisce render these
entities “*banks™ for purposes of the Act. Applicant
has stated that it will comply with each of these
conditions. On the basis of Applicant’s adherence to
these conditions and for the reasons set forth in /rving,
the Board concludes that Banks will not be *‘banks™
within the BHC Act’s definition.”

Applicant and a number of other bank holding
companies have made requests pursuant to the third
condition noted above for Board approval to engage in
certain transactions with affiliates, including the provi-
sion of certain internal administrative support services
to their nonbank bank subsidiaries, and to establish
certain officer and director interfocks with such sub-
sidiaries. The Board on January [1, 1985, requested
public comment on whether it should grant these
requests. (50 Federal Register 2057 (1985)). Applicant
will not provide such services to Banks unless those
services are authorized following the public comment
period. Applicant has also indicated that it will comply
with the Board’s decision regarding officer and diree-

4. In U.S. Trust, the nonbank bank proposed to avoid “bank™
status under the Act by not making commercial loans. Accordingly.
the first condition in the U.S. Trust decision referenced the demand
deposit taking activitics of the nonbank bank proposed in that case,
However, the Applicants in [rving and in this case have sought to
avoid “bank’ status under the Act by not aceepting demand deposits.
Accordingly, in Irving the Board moditied the first 17,5, Trust
condition to reliect the different natare of the proposed nonbank
banks’ activities.

S, Applicant operates consumer linance subsidiaries in Arizona,
California, and Minnesota. Chase’s proposed Arizona, California, and
Minnesota nonbank banks will occupy oflices currently leased by
Applicant’s consumer finance subsidiaries. Upon approval of these
applications, these subsidiaries wilt ccase active operations. Applicant
also operates commercial finance subsidiaries in the same cities as its
proposed Hlinois and Ohio nonbank banks. Furthermore, Applicant
operates Bdge Act subsidiaries of its lead baunk, Chase Manhattan
Bank, N.A., in California and Hlinois and these subsidinies are
authorized to accept certain demand deposits.,

tor interlocks between nonbank banks and their adlili-
ates.

The applications indicate that Banks will not be
located immediately proximate to an office of any of
these affiliates. The above conditions would prohibit
Banks from operating in tandem by referring custom-
ers (o other affiliates.,

Pending the Board’s decision, Applicant has indicat-
ed that, as suggested in the Board’s request for public
comment, a majority ol the members of cach Bank’s
board of directors will consist of individuals who are
not officers, directors, or employecs of any affiliate
and that no officer of any Bank will simultaneously
serve as an officer, director, or employee of any
affiliate that accepts demand deposits.

Protestant

The Superintendent of Banks for the State of Ohio has
commented in opposition to proposed nonbank banks
in Ohio. The Superintendent states that the statute
laws of Ohio specifically prohibit foreign banks from
conducting banking activitics in Ohio, cxcept for lend-
ing money and licensed trust activities, and that the
operation of nonbank banks by out-of-state bank hold-
ing companies violates the intent of Ohio law and the
Douglas Anmtendment. The Superintendent also argues
that the balance of public interest factors that the
Board is required to weigh in considering applications
under section 4(¢)(8) of the Act is unfavorable because
it will result in a tendency toward undue concentration
of resources and unfair competition.

The Board considered the identical arguments by
the Ohio Superintendent in Irving. For the reasons
stated in that Order, the Board is unable to conclude
that the Superintendent’s arguments provide a basis
for denial of Applicant’s proposal to acquire a non-
bank bank in Ohio.

The Board has examined the statute laws of Arizo-
na, California, Hlinois, and Minnesota in addition to
the laws of Ohio, and has conciuded that the statute
laws of thesc states currently contain no provision
prohibiting the acquisition of nonbank banks by out-
of-state bank holding companies.

Need for Congressional Action

The Board has previously indicated its reluctance 1o
approve nonbank bank acquisitions in view of the
potential presented by such acquisitions to alter signif-
icantly the nation’s banking structure without Con-
gressional action on the underlying policy issues.© For

6. See. e, US, Trast, sapra; Subuwrban Bancorporation, 71
FEDERAL RESERVE BULLETIN 3] (1985).
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the reasons stated in the Board’s previous orders, the
Board continues to believe that Congressional action
to close the nonbank bank loophole is imperative. The
fact that the Board is required by the technical aspects
of the bank definition in the Act to approve these and
similar applications should not be construed as en-
couragement to Applicant to consummate these pro-
posals or Lo others to pursue similar acquisitions. In
this regard, the Board notes that on October 4, 1984,
the Chairman of the two Congressional banking com-
mittees announced that they intended to address the
nonbank bank issue in this session of Congress, and
that any legislation that was c¢nacted would provide
that nonbank banks acquired after July [, 1983, would
be required to be divested. Accordingly, in the event
legislation implementing this position is enacted, Ap-
plicant would be required to divest Banks and could
suffer financial loss as a result.

The Board finds no evidence that consummation of

the proposed acquisitions, subject to the limitations
and conditions described above, would result in undue
concentration of resources, unfair competition, con-
flicts of interest, unsound banking practices, or other
adverse effects.

Based upon the foregoing and all the facts of record,
the Board has determined that the balance of public
interest factors it is required to consider under section
4(c)(8) is favorable. Accordingly, the applications are
hereby approved. If these proposals are consummat-
ed, they shall be subject to the conditions set forth in
this Order with respect to avoiding operation ol an
integrated institution and the conditions set forth in the
Board’s Regulation Y, including those in sections
225.4(d) and 225.23(b).

In addition, Banks may not engage dircectly or
indirectly in any activity other than those explicitly
approved by the Board in this Order. Any expansion
of Banks™ activitics beyond those approved in this
Order would require the Board's prior approval as
provided in section 4 of the Act and the Board’s
Regulation Y.’

The Board’s approval is also subject to the Board’s
authority to requirce modification or termination of the
activities of the holding company or any of its subsid-
iaries as the Board finds necessary to assure compli-
ance with the provisions and purposes of the Act and
the Board’s regulations and orders issued thereunder,
or to prevent evasion thercol. In accordance with the
provisions of section 225.23(b)(Dii) of Regulation Y.

7. In this regard, the Board notes that because Banks are not
considered banks under the BHC Act. the provisions of section
225.22( 1) of Regulation Y would not be applicable to exempt the
acquisition or activitics of Hanks.

the Board’s approval would be required for additional
acquisitions by Applicant of nonbank banks or for the
establishment of offices by any of Banks outside of the
states where they are now located.

By order of the Board of Governors, eflective
February 4, 1985.

Voting for this action: Chairman Volcker and Governors
Martin, Partec, Gramley, Scger, and, except for the applica-
tion to acquire The Chase Manhattan National Bank of Ohio.
Governor Wallich. Voling against this action: Governor Rice
and, with respect to The Chase Manhattan National Bank of
Ohio. Governor Wallich, Governor Wallich abstains from the
insurance portion of this action.®

JamMis MCAFEE

|sEAL Associate Secretary of the Board

J. P. Morgan & Co. Incorporated
New York, New York

Order Approving Application to Fxecute and Clear
Futures Contracts on Stock Index Furures

J. P. Morgan & Co. Incorporated, New York, New
York, a bank holding company within the meaning of
the Bank Holding Company Act, 12 U.S.C, § 1841
et seq. (“"BHC Act’™), has applied pursuant to section
4(¢)(8) of the BHC Act and section 225.21(a) of the
Board’s Regulation Y, 12 C.F.R. § 225.21{a), o ¢cn-
gage de novo throngh its wholly owned subsidiary,
Morgan Futures Corporation, New York, New York
(“*“Morgan Futures™), in executing and clearing, on
major commodity exchanges, futures contracts on
stock indexes and options on such futures contracts.

Morgan Futures proposes to execnte and clear:

(1) The Standard & Poor’s 100 Stock Price Index

futures contracl;

(2) The Standard & Poor’s 500 Stock Price Index

futures contract (**S&P 5007"); and

(3) options on the S&P 500, all of which are traded

on the Index and Option Division of the Chicago

Mercantile Exchange;

(4) The Major Market Index futures contract, cur-

rently traded on the Chicago Board of ‘Trade; and

8. Governor Rice dissents for the reasons stated i his dissents to
the Board's previous Orders approving applications to acyuire so-
called nonbank banks. See, e.g., lrving Bank Corporation, 71 Vepew
Al REsErvE Bur LeriN 173 (1985); Bankers Trust New York Corpora-
tion, 71 IFeotral RESERVE Bun Levin S1(T985).

Governor Wallich dissents from the Board's action with respect 1o
The Chase Manhattan National Bank of Ohio for the reasons ex
pressed i his partial dissent, with respect to Irving ‘Trust Ohio, NUA L
to the Board's approval of several nonbank bank applications in frving
Bank Corporation.
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(5) The I'1-SE 100 Lquity Index futures contract.

currently traded on the London International Li-

nance PFutures Exchange. Applicant proposes o

offer the services 1o financial institutions. pension

and endowment funds, nwtual funds, insurance
compauies, and other sophisticated customers in the

United States and abroad through its offices in New

York, Chicago, London, and Singapore.

Notice of the application. affording interested per-
sons an opportunity (o submit comments on the rela-
tion of the proposed activity to banking and on the
balance of the public interest Factors regarding the
application. has been duly published. 49 Federal Reg-
ister 50308 (1984), "(he time for filing conuments has
expired and the Board has considered the application
and all comments received! in light of the public
interest factors set forth in section 4(¢)(8) of the BHC
Act.

Applicant, with consolidated assets of $62.2 billion
is the fifth largest banking organization in New York,
controlling 8.4 percent of the total deposits in commer-
cial banks in the state. Applicant operates two subsid-

iary banks and cnpapes, dircetly and through certain of

its subsidiarics, in a broad range of permissible non-
banking activities throughout the United States. Mor-
gan  Futures is o futures commission merchant
(“"FOCM™) registered with the Commodity  Futures
Trading Commission (“CEUCT) that engages in fu-
tures and options activitics permissible for bank hold-
ing companics under scction 225.25(0)(18) of the
Board’s Regulition Y, 12 CUIURC§ 225 25b)(18). The
capitalization of Morgan Futures is considered ade-
quate Lo permit it to engage in the proposced nonbank-
ing activitics.

The FOM activities previously authorized by the
Bourd in Regulation Y are the execution and clearance
of certain financial futures and options on futures for
bullion, forcign exchange. U.S. government sceuritics
and money market instruments. ‘fhe Board permitted
these activities on the basis that banks may hold and
deal in the underlying cash items. In addition, the

Board, by order, recently approved the application of

Bankers Trust New York Corporation to execute and
clear a futures contract based on a municipal bond
index.*

b Among the conunents m favor of the proposal were those
sitbmitted by Bank of Boston, Boston, Mussachusetts. Chapiman and
Cutler. Chicago. Htinois. and Bank Amcrica Corporation. San Frincis-
co, California, The First National Bank, Workand, Wyoming, and
First National Bank and ‘Trust Company, Ardmore, Okkvhoma, sub
mitted comments in opposition to the proposal.

20 As of September 300 1984,

3. Bankers Trust New York Corporation, 71 Prpnrrat Risprvi
Burirrm 1 1985),

The proposed FOM activities are functionally and
operationadly similar to the FCM activities previously
approved by the Board. Like municipal bond index
futures, the futures contracts that are the subject of
this proposal are setiled in cash and are designed (o
allow customers (o hedge the market risk associated
with holding financial assets, in this instance, corpo-
rate equity securitics.” The execution and clearance of
stock index futures and options traded on major coni-
modity ¢exchanges also appears to be functionatly and
operationally similar to securities brokerage, permit-
ted for banks under 12 U.S.C. § 24 and authorized lor
bank holding companies under section 225.25(b)(15) of
Repulation Y, 12 C1UR.§ 225.25(b)(15).0

Another factor that fends weight toward approval of
the application is the fact that national banks have
been permitted o execute and clear stock index {u-
tures, and options therceon, tor the account ol custom-
crs through their FCM operations subsidiaries.® In
addition, trust departments ol banks have begun (o
utilize stock ndex tutures contracts and options on
such contracts to hedge the market risk facing diversi-
ficd stock portfolios.

Applicant's prior experience in the financial futures
and options markets also indicates that Morgan 1'u-
tures would have the expertise to provide the pro-
posed services. Thus, for all of the foregoing reasons,
the Board concludes that, in the manner proposed, and
subject to the  conditions  set forth  in section
225.25(h)i8) of Regulation Y, Applicant’s proposal to
exceute and clear futures contracts and options on
futures contracts based on stock indexes is closely
related to banking.,

In order to approve this application, the Board is
also required 1o determine that the performance of the
proposcd activitics by Applicant “‘can rcasonably be
expected to produce benefits 1o the public ... that
outweigh possible adverse eftects. . .77 (12 U.S.C.

4. The equities represeated by the indexes are choscn on the basis
of eriteria that tavor a combination of scecurities that will accurately
reflect fuctuations in the stock market. Applicant has stated that the
oftering ol futnres contracts and options on futures contracts hased on
mdexes of securities would provide FCOM customers a usclul tool for
hedging the market risk associated with a stock portfolio.

5. The Board™s action i permitting bank holding companics 1o
provide sccuritics brokerage services was confirmed by the United
States Supreme Cowrt. Securities Indusiry Ass'ne v Board of Gover
nors, 104 5.0 3004 (June 28, 1984).

6. The stadl of the Oftice of the Comptroller of the Currency lias
expressed ity opinon that nutional banks may excente customer
transactions i ftures vontracts and options on futures contracts with
respect to stock mdexes, Letter from Michael Patriarca, Oftice of the
Comptroller of the Curreney. to W, Robert Fetker, First Chicago
lartures, Inc. Uanuary 26, 1984); Letter rom Michaet A, Mancusi,
Oflice of the Comptrotler ol the Curreney. to Willian G Foster, Jr,
Sovran Futures Corporition tuly 30, 1984},



§ 1843(c)(8)). Consummation of Applicant’s proposal
would provide added services in that Morgan Futures
may offer customers with large stock portfolios a tool
to hedge their exposure. In addition, the Board ex-
pects that the de novo entry of Applicant into the

market for these services would increase the level of

competition among providers of these services. Ac-
cordingly, the Board concludes that the performance
of the proposed activities by Applicant can reasonably
be expected to produce benefits to the public.

The Board also has considered the potential for

adverse cffects that may be associated with this pro-
posal. It does not appcar that the proposed FCM
activities would entail risks or conflicts of interests
different than those considered and addressed by the
Board in its approvals ol other CM activities.” In
addition, the Board has taken into account and has
relied on the regulatory framework established pursu-
ant to law by the CEFTC for the trading of futures, as
well as the conditions set forth in section 225.25(b)(18)
of Regulation Y with respect to executing and clearing
futures contracts.

Based upon a consideration of all the relevant facts,
the Board concludes that the balance of the public
interest factors that the Board is required to consider
under section 4(c)(8) is favorable,

In addition, this determination is subject to all of the
conditions set forth in Regulation Y, including scctions
225.4(d) and 225.23(b)3) (12 C.F.R. §§ 225.4(d) and
225.23(b)(3)), and to the Board’s authority (o require
such modification or termination of the activities of a
bank holding company or any of its subsidiaries as the
Board finds necessary to assure compliance with the
provisions and purposes of the Act and the Board's
regulations and orders issucd thercunder, or to pre-
vent evasion thereof.

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

By order of the Board of Governors, cffective
February 4, 198S.

Voting tor this action: Chairman Volcker and Governors
Martin, Waltich, Partec, Rice, Gramley, and Seger.

JAMES MCAFLE

[SEAL] Associate Secretary of the Board

7. F.g, JI. Morgan & Co. Incorporated, 68 FEDERAL RESERVY
BurLLETIN S14 (1982).
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Maryland National Corporation
Baltimore, Maryland

Order Conditionally Approving rthe Acquisition of an
Institution Offering Demand Deposits and Consumer
Loans

Maryland National Corporation, Baltimore, Mary-
land, a bank holding company within the meaning of
the Bank Holding Company Act (12 U.S.C. § 1841
et seq.) (““BHC Act’), has applied for approval under
section 4(c)(8) of the Act (12 U.S5.C. § 1843(c)(8)}) and
section 225.23(a)(1) of the Board’s Regulation Y
(12 C.IF.R. § 225.23(a)(1)) to acquire Maryland Na-
tional Bank/D.C., Washington, D.C. (*‘Bank™), a
de nove bank that will accept deposits, including
demand deposits and NOW accounts, and make con-
sumer foans. Bank will not engage in the business of
making commercial loans as that term is defined in the
Board’s Regulation Y. 12 C.F.R. § 225.2(a)}(1)(B). The
proposed activities have been previously determined
by the Board to be closely related to banking.
(12 C.F.R.§ 225.25()t); U.S. Trust Corporation, 70
FEDERAL RESERVE BULLETIN 371 (1984)).

Applicant has also applicd for approval under sec-
tion 4(c)(8) of the Act and section 225.23 of Reguiation
Y to engage through Bank in the following nonbanking
activities: the sale of travelers checks issued by unre-
[ated organizations, U.S. savings bonds, certified and
cashiers checks, and money orders with a face value of
not more than $1,000; personal credit cards; and the
provision of investment advisory and trust services.
These activities have been previously determined to
be closely related to banking and a proper incident
thereto. (12 C.F.R. § 225.25). Applicant also proposes
to engage through Bank in consumer financial planning
and counseling, an activity that the Board has found to
be closely related to banking, Citicorp (Citicorp Per-
son-to-Person Financial Centers), 65 FEDERAL RE-
SERVE BULLETIN 265 (1979), and an activity the Board
has proposed to add to its list of permissible nonbank-
ing activities under section 225.25 of Regulation Y.
(49 Federal Register 9215 (1984)).

Notice of the application, affording opportunity for
interested persons to comment, has been duly pub-
lished (49 Federal Register 25,041 (1984) and 50 Feder-
al Register 1942 (1985)). The time for filing comments
has expired and the Board has considered the applica-
tion and all comments received in light of the factors
set forth in section 4(¢)(8) of the Act (12 U.S.C.
§ [843(c)(8)).

Applicant is the largest commercial banking organi-
zation in Maryland, with total consolidated assets of
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$6.6 billion.! Applicant operates one subsidiary bank
with total deposits of approximately $3.2 billion, rep-
resenting approximately 18.5 percent of deposits in
commercial banks in Maryland.? Applicant is the 9th
largest of 76 commercial banking organizations in the
Washington, D.C. banking market,* where it operates
60 offices with deposits of approximately $586.8 mil-
lion, representing approximately 3.4 percent of depos-
its in commercial banks in the market.

Bank is the second nonbank bank with deposit-
taking powers to receive a national charter to operate
in Washington, D.C.* Applicant asserts that because
Bank will not make commercial loans as that term is
defined in the Board’s Regulation Y, it will not be a
“bank’’ as defined in the BHC Act® and, accordingly,
that Board approval of the application is not barred by
the interstatc banking limitations of the Douglas
Amendment to the BHC Act.

In its U.S. Trust Order, the Board stated it was
constrained by the technical definition of “‘bank’ in
the BHC Act to conclude that a bank holding company
could acquire, on an interstate basis, a national bank
that would accept demand deposits but not make
commercial loans. However, as inthe U.S. Trust case,
the Board belicves it appropriate to take action by
conditioning its approval of thesc proposals to ensure
that Banks are not used by Applicant as a vehicle for
evasion of the provisions of the Act regarding inter-
state banking. Accordingly, the Board has determined
to make its approval subject to the following condi-
tions:

1. Applicant will not operate the demand deposit

taking activities of the bank in tandem with any

other subsidiary or other financial institution;

2. Applicant will not link in any way the demand

deposit and commercial lending services that define

a bank under the Act; and

3. The nonbank bank will not engage in any transac-

tions with affiliates, other than the payment of

dividends to Applicant or the infusion of capital by

I. Financial data arc as of Scptember 30, 1984, unless otherwise
indicated.

2. Deposit data arc as of December 31, 1983,

3. The Washington, D.C. banking market is approximated by the
Washington Ranally Metro Area (RMA), which includes the District
of Columbia and adjoining portions of Maryland and Virginia.

4. See Suburban Bancorporation, 71 FEDERAL RESERVE BULLETIN
61 (1985).

5. The BHC Act defines the term “hank’’ to include any institution
chartered under the laws of the United States or any state that accepts
deposits that the depositor has a legal right to withdraw on demand
and that engages in the business of making commercial loans.
12 U.S.C. § 1841(c). An institution that is chartered as a bank, but
that does not provide one of the two essential functions required for
“bank’’ status under the BHC Act's bank definition, has been referred
to as a “‘nonbank bank.”

Applicant into the bank, without the Board’s ap-

proval.

These conditions preclude the type of linked or
integrated operation that could otherwise render Bank
a bank for purposes of the Act. Applicant has stated in
its application that it will comply with each of these
conditions.

Applicant operates numerous offices of its {ull ser-
vice bank, as well as a loan production office, in the
same Washington, D.C. banking market where it pro-
poses to operate Bank. The Board has previously
determined that the conditions established in U.S.
Trust are suiticient to avoid concerns about integrated
operations arising from the geographic location of
nonbank banks cxcept in those situations where prox-
imity of location incvitably would result in referrals of
customers or other integrated operations. Suburban
Bancorporation, 71 FEDERAL RESERVE BULLETIN 61,
63 (1984). Such a situation does not exist in this case.

Applicant has stated that it does not intend to
integrate the activities of its full service bank or its
loan production office with the activities of Bank.
Applicant has also stated that Bank will not receive
services from Applicant or its affiliates and that Bank
will not refer its customers to atfiliates of Applicant for
services which are not oftered by Bank. The Board is
of the opinion that these commitments, in addition to
the U.S8. Trust conditions, are suflicient to address the
concerns regarding the operation of Bank in close
proximity to offices of its lead bank.

Applicant and a number of other bank holding
companies have made requests pursuant to the third
condition noted above for Board approval to engage in
certain transactions with aftiliates, including the provi-
sion of certain internal administrative support services
to their nonbank bank subsidiaries, and to establish
certain ofticer and director interlocks with such sub-
sidiaries. 'The Board on January 11, 1985, requested
public comment on whether it should grant these
requests. 50 Federal Register 2057 (1985). Applicant
will not provide such services 1o Bank unless those
services are authorized following the public comment
period.

Applicant has also indicated that it will comply with
the Board’s decision regarding officer and director
interlocks between nonbank banks and their affiliates.
Pending the Board’s decision, Applicant has indicated
that, as suggested in the Board’s request for public
comment, a majority of the members of each Bank’s
board of directors will consist of individuals who are
not oflicers, directors or cmployees of any affiliate and
that no ofticer of any Bank will simultaneously serve
as an officer, dircctor or employee of any affiliate that
engages in commercial fending.

Applicant has also applied tor approval under sec-
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tion 4(c)(8) of the Act to engage de novo through Bank
in the sale of travelers checks issued by unaffiliated
organizations, U.S. savings bonds, certified and cash-
iers checks, and money orders with a face valuc of not
more than $1,000; personal credit cards; and the
provision of investment advisory and trust services.
Each of the proposed activities is a permissible non-
banking activity under scction 225.25 of the Board’s
Regulation Y.

Bank will offer these services to its customers
directly and not through its affiliates which engage in
these activitics.® In view of these facts, and the fact
that Applicant has agreed to comply with the U.S.
Trust conditions, Bank’s demand deposit taking activi-
ties will not be operated in tandem with its affiliates.

Applicant also proposes to engage through Bank in
consumer financial planning and counseling. The
Board has previously determined this activity to be
closely related to banking (Citicorp Person-to-Person
Financial Centers), 65 FEDERAL RESERVE BULLETIN
265 (1979)), and has proposed to add the activity to its
list of permissiblec nonbanking activities under section
225.25 of Regulation Y. (49 Federal Register 9215
(1984)). The Board’s decision in Citicorp was condi-
tioned on Citicorp’s agreement to maintain a strict
separation between its c¢ducational and promotional
materials and activities and to advise each customer
that he is not required to purchase any services from
Citicorp affiliates. In addition, Citicorp committed that
any confidential information obtained by it or any of
its subsidiaries in connection with its courses would be
obtained only with the customer’s consent and would
not be made available to any other Citicorp affiliate or
any third party for any purpose. The Board believes
that these conditions are appropriate to ensure that
the advice rendered will be impartial and to avoid
misuse of confidential customer information. Subject
to these conditions, the Board has determined that
Bank may engage in consumer financial planning and
counseling.

The Board finds no evidence that consummation of
this proposal to establish Bank and to engage in the
proposed nonbanking activities would result in any
conflicts of interest, unfair competition, unsafe and
unsound banking practices, or other adverse effects.
Due to the de novo nature of the proposal, there will
not be any decrease in competition and consummation
of the proposal may reasonably be expected to result
in increased competition,

6. With respect to Bank's proposed credit card operations, Apph-
cant has committed that Bank will not operate in tandem with its
existing credit card affiliate, but will itself evalinate the creditwor-
thiness of cach customer applying for a credit card and will contract
independently for the servicing ol its customers’ accounts.

Need for Congressional Action

The Board has previously indicated its refuctance to
approve nonbank bank acquisitions in view of the
potential presented by such acquisitions o alter signif-
icantly the nation’s banking structure without Con-
gressional action on the underlying policy issues.” For
the reasons stated in the Board’s previous orders, the
Board continues to believe that Congressional action
to close the nonbank bank loophole is imperative. The
fact that the Board 1s required by the technical aspects
of the bank definition in the Act to approve this and
similar applications should not be construed as en-
couragement to the applicants to consummate these
proposals or to others to pursue similar acquisitions,
In this regard, the Board notes that on October 4,
1984, the Chairmen of the two Congressional banking
committees announced that they intended to address
this nonbank bank issue in this session of Congress,
and that any legislation that was enacted would pro-
vide that nonbank banks acquired after July 1, 1983,
would be required to be divested. Accordingly, in the
event legislation implementing this position is enacted,
Applicant would be required to divest Bank and could
suffer financial loss as a result.

Based upon the foregoing and all the fucts of record,
the Board has determined that the balance of public
interest factors it is required to consider under section
4(c)(8) of the BHC Act s tavorable and consistent with
approval of this application. Accordingly, Applicant’s
proposal to cstablish Bank and to engage de novo
through Bank in certain nonbanking activities is here-
by approved.

If this proposal is consummated, it shall be subject
to the conditions sct forth in this Order with respect to
avoiding the operation of an integrated institution and
the conditions set forth in the Board’s Regulation Y,
including those in sections 225.4(d) and 225.23(b). In
addition, Bank may not engage directly or indirectly in
any activity other than those explicitly approved by
the Board in this Order. Any expansion of Bank’s
activitics beyond those approved in this Order would
require the Board’s prior approval as provided in
section 4 of the Act and the Board’s Regulation Y.¥
The approval is also subject to the Board’s authority to
require modification or termination of the activities of
the holding company or any of its subsidiaries as the
Board finds necessary to assure compliance with the

7. See, e.g., U8 Trust, supra; Suburban Buncorporation, 71
FeDERAL RESERVE BuriperiN S1 (1985).

8. In this regard, the Board notes that because Bank is not
considered a bank under the BHC Act, the provisions of scection
225.22(d)(1) of Regulation Y would not be applicable to exempt the
acquisitions or activities of Bank.
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provisions and purposes of the BHC Act and the
Board’s regulations and orders issued thereunder, or
to prevent evasion thereof. In accordance with the
provisions of section 225.23(b)( (i) of Regulation Y,
the Board’s approval would be required for additional
acquisitions by Applicant of nonbank banks or for the
establishment of offices of Bank to be located outside
the jurisdiction where it is now located.

By order of the Board of Governors, effective
February 4, 1985.

Voting for this action: Chairman Volcker and Governors
Martin, Wallich, Partec, Gramley, and Seger. Voting against
this action: Governor Rice, for the reasons in his dissenting
statements to the Board’s previous Orders approving applica-
tions to acquire so-called nonbank banks. See, ¢.g., Irving
Bank Corporation, 71 FEDERAL RESErRVE BULLETIN 173;
Bankers Trust New York Corporation, 71 FEDERAL RESERVE
BuLLETIN 51 (1985).

JAMES MCAFEE

[sEAL] Associate Secretary of the Board

Mellon National Corporation
Pittsburgh, Pennsylvania

Order Approving the Acquisition of Institutions
Offering Checking Accounts and Consumer [ending

Mellon National Corporation, Pittsburgh, Pennsylva-
nia, 4 bank holding company within the meaning of the
Bank Holding Company Act (12 U.S.C.§ 1841 ¢t seq.)
(“‘Act”” or “BHC Act’’) has applied for approval under
section 4(c)(R) of the Act (12 U.S.C. § 1843(c)(¥)) and
section 225.23(a)(1) of the Board’s Regulation Y
(12 C.F.R. §225.23(a)1)) to acquire: Mellon Bank
(CA), N.A., Pomona, California; Mellon Bank (DC),
N.A., the District of Columbia; Mellon Bank (IL),
N.A., Ouakbrook, Illinois; and Mellon Bank (OH),
N.A., Cleveland, Ohio (collectively, *‘Banks’’).

Each of the institutions is a national bank, for which
preliminary charter approval has been granted by the
Comptroller of the Currency. Banks will engage in
deposit taking (including demand deposits and NOW
accounts), consumer and mortgage lending, and trust
and investment advisory services. Banks will not
engage in the business of making commercial loans as
that term is defined in the Board’s Regulation Y.
12 C.F.R. § 225.2(a)(1)(B). 'T'he proposed activities
have been determined by the Board to be closely
related to banking. 12 C.F.R. § 225.25(b)(1), (3) and
(4); U.S. Trust Corporation, 70 VEDERAL RESERVE
BuLLETIN 371 (1984).

Notice of the applications, affording opportunity for
interested persons to comment, has been duly pub-

lished. 49 Federal Register 16,838 (1984). The time for
filing comments has expired and the Board has consid-
ercd the applications and all comments received in
hight of the factors set forth in section 4(c)R) of the
Act.

Applicant, with total asscts of $28.3 billion as of
September 30, 1984, is the [3th largest bank holding
company in the country. Applicant operates five sub-
sidiary banks and also engages in various nonbanking
activities through a number of subsidiaries.

Applicant asscrts that because Banks will not make
commercial loans as that term is defined in the Board’s
Regulation Y, they will not be “‘banks’ as defined in
the BHC Act' and, accordingly, that Board approval
of the applications is not barred by the interstate
banking limitations of the Douglas Amendment to the
BHC Act.

In its {/.8. Trust Order, the Board stated it was
constrained by the technical definition of *“‘bank’ in
the Act to conclude that a bank holding company
could acquire, on an interstate basis, a national bank
that would accept demand deposits but not make
commercial loans. As inthe U.S. Trust case, however,
the Board belicves it appropriate to take action by
conditioning its approval of these proposals to ensure
that Banks are not used by Applicant as a vehicle for
evasion of the provisions of the Act regarding inter-
state banking. Accordingly, the Board has determined
to make its approval subject to the following condi-
tions:

. Applicant will not operate the demand-deposit

taking activities of the nonbank bank in tandem with

any other subsidiary or other financial institution;

2. Applicant will not link in any way the demand

deposit and commercial lending services that define

a bank under the Act; and

3. The nonbank bank will not engage in any transac-

tions with affiliates, other than the payment of

dividends to Applicant or the infusion of capital by

Applicant into the nonbank bank, without the

Board’s approval.

These conditions preclude the type of linked or
integrated operation that could otherwise render these
entitiecs “‘banks’ for purposcs of the Act. Applicant

. The BHC Act defines the term “*bank™ to include any institution
chartered under the taws of the United States or any state that accepts
deposits that the depositor has a legal right to withdraw on demand
and that engages in the business of making commercial loans,
12 U.S.C. § 1841(c). Aninstitution that 1s chartered as a bank but that
does not perform one of the two essential functions required for
“bank™ status under the BHC Act, has been referred to as a
“nonbank bank.”



has stated in its applications that it will comply with
each of these conditions.”

Applicant and @ number of other bank holding
companies have made requests pursuant to the third
condition noted above for Board approval to engage in
certain transactions with afliliates, including the provi-
sion of certain internal administrative support services
to their nonbank bank subsidiaries, and to establish
certain officer and director interlocks with such sub-
sidiarics. The Board on Januvary 11, 1985, requested
public comument on whether it should grant these
requests. 50 Federal Register 2057 (1985). Applicant
will not provide such services to its Banks unless those
services are authorized following the pubhic comment
period.

Applicant also has indicated that it will comply with
the Board’s decision regarding officer and director
interlocks between nonbank banks and their affiliates.
Pending the Board’s decision, Applicant has indicated
that, as suggested in the Board's request for public
comment, a majority of the members of each Bank's
board of directors will consist of individuals who are
not officers, directors or employees of any afliliate and
that no officer of any Bank will simultancously serve
as an officer, director or cmployee of any afliliate that
engages in commercial lending.

Protestanty
First Oakbrook RBancshares (“Protestant™), Qak

Brook, Illinots, has protested Applicant’s Winots non-
bank bank (the ““Hlinois Bank™') application. Protes-

tant alleges that the commercial lending activities of

certain subsidiarics ol Applicant and the proposed
consumer banking, deposit-taking, and trust activities
of the linois nonbank bank “‘would eftfectively trans-
form the group into one bank {or purposcs of the Bank
Holding Company Act.”’* In view of Applicant’s com-
mitments to abide by the /.8, Trust conditions and not
to operate Iilinois Bank in tandem with any aflihate, or
link its demand deposit-taking activity to any commer-
cial lending afhiliate, the Board is constrained, as it was
in U.S. Trust, to conclude that the proposed activities
of the Winois Bank will not render it a **bank’ as that
term 18 defined in the BHC Act,

Protestant also alleges that the proposed operation
ot lllinois Bank will be in violation of the Hlinois Bank

2. Applicant has previously received Board approval to operate
numerots nonbanking subsidiaries  throughout the United  States.
Applicant has indicated that it will not Jocate any of its nonbank banks
in, or immediately proximate to, any otlice ol an afliliate of the parent
holding company.

3. Protestant believes that because Oakbrook has sufficient deposic
tory institutions and because it is & popular location for regional and
national businesses, Applicant intends to use Hinois Bank to provide
services to its commercial loan customers in the arca.
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Holding Company Act (““lllinois BHC Act™) and the
[llinois Banking Act. However, 1llinois Bank will not
be a “*buank’ for purposcs of the [llinois BHC Act and
hence its restrictions on out-of-state ownership ol a
bank do not apply. Protestant’s allcgations regarding
tandem operation in violation of the llinois Banking
Act are not supported by the record in light of this
Order’s approval subject to the /.8, Trust condi-
tions.*

The Superintendent of Banks for the State of Ohio
has commented in opposition to proposed nonbank
banks in Ohio. The Superintendent states that the
statute laws ol Ohio specifically prohibit foreign banks
from conducting banking activities in Ohio, except for
lending money and licensed trust activitics, and that
the operation of nonbank banks by out-of-state bank
holding companics violates the intent of Ohio law and
the Douglas Amendment. The Superintendent also
argues that the balance ot public interest factors the
Board is required to consider in applications under
section 4(¢)(8) ol the Act is unfuvorable because it will
result in a tendency toward undue concentration of
resources and unfair competition.

The Board considered identical arguments by the
Ohio Superintendent of Banks in its recent Qrders
approving the acquisition of nonbank banks in Ohio by
Irving Bank Corporation and The Chase Manhattan
Corporation.” For the reasons stated in those Orders,
the Board similarly is unabic to conclude that the
Superintendent’s arguments provide a basis for denial
of Applicant’s proposal to acquire a nonbank bank in
Ohio.

The Board also has examined the statute laws of
California and the District of Columbia in addition to
the codes of llinois and Ohio, and has concluded that
the statute laws of these states contain no provision
prohibiting the acquisition of nonbank banks by out-
of=state bank holding companics.

4. Protestant claims that approval of this proposal also may result
in decreased competition for data processing services in the Chicago
arca. Protestant’s claim of decreased competition is not supported in
the record.

Applicant has an existing data processing subsidiary which scrves
independent banks i the Chicago area and which Protestiant claims
will not continue to provide those banks with competitive services
because of its afliliation with Hlinois Bank. Applicant has responded
that its data processing subsidiary will remann in the Chicago arca and
continne to provide competitive and innovative services to these locad
banks. The Board finds no support for Protestant’s position upon its
review of the record, and also notes that there are numerous providers
of data processing services in the Chicago arca with which Applicant’s
subsidiary must remain competitive in order (o retain s existing
customers.

S, Irving Bank Corporation, 71 FEDERAL Reserve ButbrriN (73
(1Y85). The Chuse Manhattan Corporation, 71 VEDERAL RESERVE
BourteoN 249 (Board Order dated February 4, 1985). See also
Citizens Fidelity Corporation, 69 FEDERAT RESERVE BULILITIN 556
(1983).
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Need for Congressional Action

The Board has previously indicated its reluctance to
approve nonbank bank acquisitions in view of the
potential presented by such acquisitions to alter signif-
icantly the nation’s banking structure without Con-
gressional action on the underlying policy issues.® For
the reasons stated in the Board’s previous orders, the
Board continues to believe that Congressional action
to close the nonbank bank loophole is imperative. The
fact that the Board is required by the technical aspects
of the bank definition in the Act to approve these and
similar applications should not be construed as en-
couragement to Applicant to consummate these pro-
posals or to others to pursuc similar acquisitions. In
this regard, the Board notes that on October 4, 1984,
the Chairmen of the two Congressional banking com-
mittees announced that they intended to address the
nonbank bank issuc in this scssion of Congress, and
that any legislation that was cnacted would provide
that nonbank banks acquired after July 1, 1983, would
be required to be divested. Accordingly, in the event
legislation currently pending before the Congress is
enacted, Applicant would be required to divest Banks
and could suffer financial loss as a result.

The Board finds no evidence that consummation of
the proposed acquisitions, subject to the limitations
and conditions described above, would result in undue
concentration of resources, unfair competition, con-
flicts of interests, unsound banking practices, or other
adverse effects.

Based upon the foregoing and all the facts of record,
the Board has determined that the balance of public
interest factors it is required to consider under scction
4(c)(8) is favorable. Accordingly, the applications are
hereby approved. If these proposals are consummat-
ed, they shall be subject to the conditions set forth in
this Order with respect to avoiding operation of an
integrated institution and the conditions set forth in the
Board's Regulation Y, including those in sections
225.4(d) and 225.23(b).

In addition, Banks may not engage divectly or
indirectly in any activity other than those explicitly
approved by the Board in this Order. Any ¢xpansion
of Banks’ activitics beyond those approved in this
Order would require the Board’s prior approval as
provided in scction 4 of the Act and the Board's
Regulation Y.”

The Board’s approval also is subject to the Board’s
authority to require modification or termination of the

6. See eg., U.S. Trust, supra; Suburban Bancorporation, 71
FEDERAL RESERVE BUILETIN 5] (1985).

7. In this regard, the Board notes that because Banks are not
considered banks under the BHC Act, the provisions of section
225.22(d)(1) of Regulation Y would not be applicable to exempt the
acquisitions or activities of Banks.

activities of the holding company or any of its subsid-
iarics as the Board finds necessary to assure compli-
ance with the provisions and purposes of the Act and
the Board’s regulations and orders issued thereunder,
or to prevent evasion thereof. In accordance with the
provisions of section 225.23(b)(1)(ii1) of Regulation Y,
the Board’s approval would be required for additional
acquisitions by Applicant of nonbank banks or for the
establishment of offices by any of Banks outside of the
states where they are now located.

By order of the Board of Governors, effective
February 13, 1985.

Voting for this action: Chairman Volcker and Governors
Martin, Partce, Gramley, and Seger. Voting against this
action: Governor Rice. Governor Rice dissents for the rea-
sons stated in Irving Bank Corporation, 71 FEDERAL RE-
SERVE BULLETIN 173 (1983). Absent and not voting: (rover-
nor Wallich.

JAMES MCAFEE

[sEal] Associate Secretary of the Board

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

NBD Bancorp, Inc.
Detroit, Michigan

Order Approving the Acquisition of « Bank Holding
Company and a Company kngaged in Mortgage
Banking Activities

NBD Bancorp, Inc., Detroit, Michigan, a bank holding
company within the meaning of the Bank Holding
Company Act (**Act’), has applied for the Board’s
approval under section 3 of the Act (12 U.S.C. § 1842)
to acquire the successor by merger to United Michigan
Corporation, Flint, Michigan (‘**United”’), and thereby
indirectly to acquire Genesee Merchants Bank & Trust
Co., Flint, Michigan; The Peoples State Bank of Caro,
Caro, Michigan; and Community State Bank, Fowler-
ville, Michigan.

Applicant also has applied for the Board’s approval
under section  4(c)(8) of the Act (12 U.S.C.
§ 1843(c)(8)) and section 225.23(a)(2) of the Board’s
Regulation Y (12 C.F.R. § 225.23(a)(2)), to acquire
United Michigan Mortgage Company, Flint, Michigan,
a company engaged In mortgage banking and servic-
ing activities. This activity has been determined by
the Board to be closely related to banking and per-
missible for bank holding companies. (12 C.F.R.
§§ 225.25(b)(1)).

Notice of the applications, affording opportunity for
iterested persons to submit comments, has been



given in accordance with sections 3 and 4 of the Act
(49 FEDERAL REGISTER 46,808 (November 28, 1984)).
The time for filing comments has ¢xpired, and the
Board has considered the applications and all com-
ments received in light of the factors set forth in
section 3(¢) (12 U.S.C. § 1842(¢)) and the consider-
ations specificd in section 4(c)(8) of the Act.

Applicant is the largest commercial banking organi-
zation in Michigan, with 19 subsidiary banks that
control aggregate deposits of $8.3 billion, representing
16.9 percent of the total deposits in commercial banks
in the state.! United is the tenth largest commercial
banking organization in the state, with three banking
subsidiaries that control aggregate deposits of $849.4
million, representing 1.7 percent of the total deposits
in commercial banks in the state. Upon consummation
of the proposed acquisition, Applicant’s share of total
deposits i commercial banks in the state would in-
crease lo approximately 18.6 percent, and Michigan
would remain moderately concentrated in terms of
banking resources, with the four largest banking orga-
nizations controlling 47.4 percent of the total deposits
in commercial banks in the state. Accordingly, con-
summation of this proposal would not result in a
significant increase in the concentration of banking
resources in Michigan.

Applicant’s subsidiary banks compete directly with
United’s subsidiary banks in the Tuscola, Detroit,
Lansing, and Sanilac banking markets.

In the Tuscola banking market, Applicant is the
tenth largest commercial banking organization, with
total deposits of $15.3 million, representing 4.9 percent
of the total deposits in commercial banks thercin.”
United 1s the sccond largest commercial banking orga-
nization, with $35.7 million in deposits, representing
11.5 percent of the total deposits in commercial banks
therc. After consununation of the proposal, Applicant
would control approximatcly 16.4 percent of the total
deposits in commercial banks and Applicant would
assume United’s rank as the second largest commer-
cial banking organization in the market.

The Tuscola banking market is considered to be
moderately concentrated, with the four largest com-
mercial banks controlling 51.5 percent of the deposits
in commercial banks in the market.* Although con-
summation of this proposal would eliminate some
existing competition between Applicant and United in

1. Unless otherwise imdicated, statewide data are as of December
31, 1983, and market data are as ol June 30, 1983,

2. The Tuscola banking market is approximated by oIl of Tuscola
County ¢xcept for the sonthern townships of Arbelia and Millington,
plus Sebewaing township in Huron County. all in Michigan.

3. The Herfindahl--Hirschman Index (CHHI) of the market is 1034
and would increase by [13 points to (147 upon consammination of the
proposal. Under the revised Department ol Justice Merger Guidelines
(49 Federal Register 26,823 (1984)), o market in which the post-merper

Legal Developments 259

the Tuscola market, [2 other commercial banking
organizations would remain as competitors after con-
summation of the proposal. Accordingly, the effects of
this proposal on competition in the Tuscola banking
market are not regarded us substantially adverse.

Applicant is the largest commercial banking organi-
zation in the Detroit banking market, with deposits of
$7.2 biltion, representing approximately 27.7 percent
of the total deposits in commercial banks in the
market.* United is the 29th largest commercial bank-
ing organization in the market, with total deposits of
$41 million, representing approximately 0.2 percent of
the total deposits in commercial banks in the market.
Upon consummation of the proposal, Applicant would
control approximately 27.9 percent of the total depos-
its in commercial banks in the market. The four largest
commercial banks in the Detroit banking market con-
trol 76.3 percent of the total deposits in commercial
banks in the market, which would increase to 76.5
percent upon consummation of the proposal. The
market’s IHTHI 1s 1658 and would increase by 11 points
to 1669 upon consummation of the proposal.® While
consummation of this proposal would climinate some
existing competition between Applicant and United in
the Detroit banking market, 40 commercial banking
alternatives would remain in the market. In light of the
above, particularly the small increase in Applicant’s
market share as a result of the proposal, the Board
concludes that the cffects of the proposal on competi-
tion in the Detroit market are not substantially ad-
Verse.

Applicant is the eighth largest commercial banking
organization in the Lansing banking market, with
deposits of $54.4 million, representing 2.7 percent of
the total deposits in commercial banks there.® United
is the sixteenth largest commercial banking organiva-
tion, with deposits of $16.5 million, representing 0.8
percent of the total deposits in commercial banks in
the market. Upon consummation of the transaction,
Applicant would become the seventh largest commer-
cial banking organization in the market and its share of
commercial bank deposits would increase to 3.5 per-

HHI is between 1000 and 1800 is considered moderately concentrated.,
In such markets, the Department js likely to challenge a merger that
produces an increase in the HHI of more than 100 points unless other
facts of record indicate that the merger is not likely to substantially
lessen competition.

4. The Detroit banking market is approximated by Ouakland, Ma-
comb, and Wayne Counties, plus 33 cities and townships from the
Counties of S{. Cluir, Lapeer, Divingston, Washtenaw, and Mouvoe
Counties.

S. Under the revised Department of Justice Merger Guidelines. in
markets where the HIT iy between 1000 and 1800 points, the
Department is unlikely to challenge a merger that increases the HHI
by less than 100 points,

6. ‘The Lansing banking market s defined as Eaton, Ingham and
Clinton Counties, the southeastern corner of lonia County, and the
northwestern corner of Livingston County,
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cent. The four-firm concentration ratio of 71.6 percent
would remain unchanged and 16 commercial banking
alternatives would remain in the market after consum-
mation of this proposal.” Accordingly, the Board has
concluded that the effects of the proposal on competi-
tion in the [.ansing market would not be substantially
adverse.

Applicant is the largest of eight cominercial banking
organizations in the Sanilac banking market, with total
deposits of $87.5 million, representing 38.5 percent of
the total deposits in commercial banks in the market.®
United is the smallest commercial banking organiza-
tion in the market, with deposits of $2.1 million,
representing (.9 percent of total deposits in commer-
cial banks i the market. The market is concentrated,
with a four-firm concentration ratio of 85 percent and
an HHI of 2287. "T'he combination of Applicant and
United would increase Applicant’s share of commer-
cial bank depostts in the market to 39.4 percent.

To minimize the competitive cffects of the proposal
in the Sanilac market, Applicant proposes to divest
United’s sole banking office in the market to a banking
organization that currently does not operate there. The
divestiture will be effected prior to or concurrent with
consummation of this proposal.” Thus, upon consum-
mation of the transaction, including the proposed
divestiture, Applicant’s share of commercial bank
deposits and the number of competitors in the market
would remain unchanged. Accordingly, consumma-
tion of the proposal would not have any significant
adverse effect on competition in the Sanilac market.

The Board has considered the effects of this propos-
al on probable [uture competition in the 17 markets in
which Applicant and United do not compete directly
and has also examined the proposal in light of the
Board’s proposed guidelines for assessing the compet-
itive effects of market extension mergers or acquisi-
tions. 1

7. The HHI in the market s 1830 and would increase by only 4
points as a result of the proposal. Under the revised Department of
Justice Merger Guidelines, a market where the post-merger HHI is
over 1800 is considered concentrated. The Department is unlikely to
challenge & merger where the increase in the HHI is less than 50
points.

K. The Sanilac market is approximated by Sanilac County. Michi-
gan, except Minden Township.

9. The Board's policy with regind to competitive  divestitures
requires that divestitires intended to cure the anticompetitive efiects

resulting from @ merger or acquisition occtr on or before the date off

constmmation of the imerger to avoid the existence of anticompelitive
effects. See Barnent Banks of Florida, Inc., 68 FEpERAT RESERVE
Burrirrin 190 (1982) ftertirst Corporation, 68 FEDrral RESERVI
BuriirNn 243 (1982).

10, “Policy Statement of the Bowrd of Governors of the Federal
Reserve System for Assessing Computitive Factors Under the Bank
Merper Act and the Bank Holding Company Act.™ 47 Federal
Register 9017 (19821, While the proposed policy statement has not
been adopted by the Board, the Board is using the policy guidelines as
part of its analvsis of the effect of a proposal on probable future
competition,

In evaluating the ciftects of a proposul on probable
future competition, the Board considers market con-
centration, the number of probable [uture entrants into
the market, the size of the bank to be acquired, and the
attractiveness of the market for entry on a de novo or
foothold basis absent approval of the acquisition.
After consideration of these {actors in the context of
the specific facts of this case, the Board concludes that
consumination of this proposal would not have any
significant adverse effects on probable future competi-
tion in any relevant market. In the 16 markets in which
Applicant but not United competes, the proposal
would not require intensive competitive analysis under
the Board’s proposed guidelines. Either these markets
are not highly concentrated or attractive for entry, or
United is not a market leader, as determined by the
Board’s Guidelines.

United operates in one market, the Flint banking
market, in which Applicant does not operate.'! United
is the sccond largest of 14 commercial banking organi-
zations and controls 29.1 percent of the total deposits
in commercial banks in the market. The three largest
commercial banking organizations control 77.8 per-
cent of the total deposits in commercial banks in the
market, a level viewed as highly concentrated under
the Board’s Guidelines. There are four Michigan bank-
ing organizations with asscts over $1 billion that do not
operate in the market, The average rate of growth of
deposits in the market for the past two years has been
less than the state and national averages.

In its analysis ol this proposal, the Board has
cxamined the extent of competition oftcred by thrift
institutions in the Flint market and in Michigan as a
whole. The Board has previously indicated that thrift
institutions have become, or at least have the potential
to become, major competitors of banks.'* There are
five thrift institutions that operate in the Flint market,
controlling approximately $400 million in deposits.
Two of the thrift institutions in the market are
branches ot thrift institutions with over $1 billion in
deposits, and all of these institutions offer NOW
accounts and are active in consumer lending. While
the commercial loan portfolios of these institutions are
not substantial at the present time, the record indicates

Pl The Flint banking market is approximated by Genesee County
and Lapeer County exeept Tor Almont, Dryden, Metamora, and
Hadley Townships, plits Maple Grove, Chesaning, Taymouth. Brady
and Birch Run Townships in Saginaw County, and Arbela and
Millington "Townships in Tuscola County.

120 First Railroad and Banking Company of Georgia, 70 FEDERAL
RESERVE BULLETIN 436 (1984). General Baneshares Corporation, 69
Feprrat ResErve Bor N 802 (1983): First Tennessee National
Corporation, 69 FEDERAL RESERVE BULLETIN 298 (1983).
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that the larger thrift institutions in the market actively
seek commercial loans.

Based upon this and other evidence of record, the
Board believes that substantial weight should be given
to these institutions as competitors or potential com-
petitors of commercial banks in the market.'* Accord-
ingly, in view of the actual and potential competition
provided by thrift institutions, the Board concludes
that consummation of the proposed acquisition would
not have such adverse cffects on probable future
competition in any relevant market as to warrant
denial of the application.

The financial and managerial resources of Appli-
cant, United and their subsidiaries are regarded as
generally satisfactory. Although Applicant will incur
some debt as a result of this transaction, this transac-

tion will be financed primarily by the issuance of

securities and the salc of assets. Upon consummation
of this transaction, Applicant’s primary and total capi-
tal ratios will meet both the Board’s current and
proposed Capital Adequacy Guidelines.* According-
ly, considerations relating to banking factors are con-
sistent with approval of the proposal. Consummation
of this transaction will provide United’s customers
with access to a nationwide automated teller machine
system and new investment scrvices, including bank-
ers acceptances and municipal bonds. Accordingly,
considerations relating to the convenience and needs
of the communitics to be served also are consistent
with approval of the application.

Applicant also has applied, pursuant to section
4(c)(8) of the Act, to acquire United Michigan Mort-
gage Company, Flint, Michigan (““Company’), a
wholly owned subsidiary of United that engages in
mortgage banking and servicing activities. Applicant
currently ecngages in mortgage banking activities
through its subsidiary, NBD Mortgage Company, De-
troit, Michigan (‘“NBD Mortgage’’). Company origi-
nates and services residential, commercial, industrial,
and construction mortgage loans through an office in
Flint. It also originates mortgages from offices in
Genesee County, Michigan. Company’s 1983 mort-
gage originations totaled $15.2 million and its mortgage
servicing portfolio totaled $244.9 million as of June 30,
1984.

13. It 50 percent of the deposits held by thrift institutions in this
market were included for determining the level of concentration in the
market, the market shares of the three largest depository institiitions
would be 72 percent, a level not considered highly concentrated under
the Board’s Guidelines. Morcover, i thrift institntions with assets
over $1 billion were considered as potential competitors, there would
be numerous potential entrants into the Flint market under the
Board’s Guidelines.

14. Capital Adequacy Guidelines, 12 C.EF R, Part 225, Appendix A
Cupital Adequacy Guidelines for Bank Holding Compunies, 49 Feder-
al Register 30,322 (July 30, 1984).

NBD Mortgage also originates and services residen-
tial, commercial, industrial and construction mortgage
loans. NBD Mortgage operates 17 offices in six states
and originated $118.3 million in mortgages in 1983. Its
servicing portfolio totaled $1.3 billion as of June 30,
1984,

The mortgage servicing market has been determined
to be national in scope, and there are numerous
competitors in this market.'”s Upon acquisition of
United, NBD Mortgage would increase its nationwide
rank {rom the 89th to the 73rd largest mortgage compa-
ny, based on volume of permanent mortgages serviced
as of June 30, 1984, The combination of NBD Mort-
gage and United Mortgage in the nationwide mortgage
servicing market will not have any adverse competi-
tive effects.

The market for [-4 family mortgage originations has
been determined to be local in scope.'® Company
engages in this activity primarily in the Flint MSA.
Company’s sharc of mortgage originations in that
market is approximately 7 percent, whereas Appli-
cant’s shure is approximately 0.4 percent. Thus, the
increase in Applicant’s share of the Genesee mortgage
origination market as a result of the proposed transac-
tion should have no significant competitive eftects.

‘The market for multi-family and nonresidential
property mortgage originations is national. However,
NBD Mortgage did not originate any such loans in
1983. United Mortgage originated $3.7 million of such
loans in 1983, which is less than 0.1 percent of the
$80.7 billion of such mortgages that were originated
nationwide in 1983. Consummation of the proposed
transaction would not have any significant adversc
effects on competition in the multi-family and nonresi-
dential property market.

Accordingly, it does not appear that Applicant’s
acquisition of Company would have any significant
adverse effect upon existing or potential competition.
Furthermore, therc is no evidence in the record to
indicate that approval of this proposal would result in
undue concentration of resources, decreased or unfair
competition, conflicts of interests, unsound banking
practices, or other adverse eftects on the public inter-
esl. Accordingly, the Board has determined that the
balance of the public interest factors it must consider
under section 4(c)}8) of the Act is favorable and
consistent with approval of the application to acquire
Company.

15. See, e.g.. Bane Ohio Corp., 69 Feperat Reserve BULLETIN
34, 35 (19K83),

16. Sce, e.g., First National City Corp., 60 PrDERAL RESERVI
Borperin S0, S1(1974), and Florida National Banks, 68 FEDERAL
RESERVE BULLETIN 49, S1 (1982).
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Based on the foregoing and the facts of record, the
Board has determined that the applications under
sections 3 and 4 of the Act should be, and hereby are,
approved. The acquisition and merger of United shall
not be consummated before the thirtieth calendar day
following the effective date of this Order or later than
three months after the eflective date of this Order,
unless such period is extended for good cause by the
Board or by the Federal Reserve Bank of Chicago
pursuant to delegated authority. The determination as
to Applicant’s nonbanking activities is subject to the
conditions sct forth in  sections 225.4(d) and
225.23(b)(3) of Regulation Y (12 C.F.R. § 225.4(d) and
225.23(b)(3)) and to the Board’s authority to requirc
such modification or termination of the activitics of a
holding company or any of its subsidiaries as the
Board finds necessary to assure compliance with the
provisions and purposes of the Act and the Board’s
regulations and orders issued thercunder, or to pre-
vent evasion thercof.

By order of the Board of Governors, effective
February 25, 1985,

Voting for this action: Vice Chairman Martin and Gover-
nors Wallich, Partee, Rice, Gramley, and Scger. Absent and
not voting: Chairman Volcker.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

The Marine Corporation
Mitwaukee, Wisconsin

Order Approving the Acquisition of a Bank Holding
Company and of Companies Ingaged in Trust
Services and Mortgage Banking

The Marine Corporation, Milwaukee, Wisconsin, a
bank holding company within the meaning of the Bank
Holding Company Act (*"Act’’), has applied for the
Board’s approval under section 3 of the Act
(12 U.S.C. § 1842) to acquirc Independence Bank
Group (“‘Independence Group™ ), Waukesha, Wiscon-
sin, and thereby acquire indirectly its cight subsidiary
banks.!

1. The banks to be acquired are as follows:
Independence Bank Brookfield, Brookfield;
Independence Bank Likhorn, Eilkhorn,
Independence Bank Kenosha, Kenosha:
Independence Bank New Berlin, New Berlin;
Independence Bank Oconomowoc, Oconomaowoc;
Independence Bank Waukesha, Waukesha,
Independence Bank of Wauwatosa, Wanwatosa; and
Independence Bank Madison, Monona, all located in Wisconsin.

Applicant also has applicd for the Board’s approval
under section  4¢)8) of the Act (12 U.S.C.
§ 1843(c)(8)) and section 225.21(a) of the Board's
Regulation Y (12 C.1*.R. § 225.21(a)), to acquire indi-
rectly the following nonbank subsidiaries of the Inde-
pendence Group: Independence Trust Company,
Waukesha, Wisconsin, which provides trust and relat-
ed services; and Independence Mortgage Company,
Inc., New Berlin, Wisconsin, which originates, scr-
vices, and procures commitments for residential mort-
gage loans. These uctivities have been determined
by the Board to be closely related to banking and
permissible for bank holding companies (12 C.I*.R.
§§ 225.23(b)(1), (3)).

Applicant also has applied to form an intermediate
holding company, Marisub, Inc., into which the Inde-
pendence Group will be merged, and to which Appli-
cant’s existing bank subsidiaries will be transterred.

Notice of the applications, aflording opportunity tor
interested persons to submit comments, has been
given in accordance with sections 3 and 4 of the Act
(49 Federal Register 45,259 (Nov. 9, [984)). The time
for filing comments has expired, and the Board has
considered the applications and all comments received
in light of the factors set tforth in section 3(c) of the Act
and the considerations specified in section 4(c)8) of
the Act.

Applicant 1s the third largest banking organization in
Wisconsin with total deposits of approximately $2.0
billion, representing 7.3 percent of statewide commer-
cial bank deposits.” The Independence Group ranks as
the seventh largest banking organtzation in Wisconsin
with $487 million total deposits, representing 1.8 per-
cent of statewide commercial bank deposits. Upon
consummation of the proposed acquisition, Applicant
will become the sccond largest banking organization in
the state, and will control $2.5 billion total deposits or
9.1 percent of statewide commercial bank deposits.

Although the Board is concerned about the eficct of
the consolidation of the third and seventh largest
commercial banking organizations in Wisconsin on the
concentration of banking resources within the state,
certain circumstances mitigate that concern. Follow-
ing consummation of the proposal, the share of com-
mercial bank deposits held by the four targest commer-
cial  banking organizations in Wisconsin  would
increase by only .8 percent to 34,1 percent, and
Wisconsin would remain one of the least concentrated
states in the nation i terms of commercial bank
deposits.*

2. Unless otherwise indicated, deposit data are as of December 31,
1983,

3. Based on data of June 30, 1984, only nine states have lower
comniercial bank concentration ratios than Wisconsin,



Applicant’s subsidiary banks compete directly with
the Independence Group’s subsidiary banks in the
Milwaukee, Madison, and Walworth banking mar-
kets.4

In the Milwaukee banking market, Applicant is the
market’s second largest commercial banking organiza-
tion, with 13.7 percent of total deposits in commercial
banks in the market. The Independence Group is the
market’s sixth largest commercial banking organiza-
tion, and controls 3.7 percent of total deposits in
commercial banks in the markct. After consummation
of the proposal, Applicant would control 17.4 percent
of the market’s total deposits in commercial banks,
and its rank would remain unchanged.

The Milwaukee banking market is considered to be
moderately concentrated.” The Herfindahl-Hirsch-
man Index (‘“‘“HHI'") in the market is 1373 and would

increase by 101 points to 1474 upon consummation of

the proposal. Although consummation of the proposal
would eliminate some ¢xisting competition between
Applicant and the Independence Group in the Milwau-
kee market, 51 other commercial banking organiza-
tions would continue to operate in the market, and the
four-firm concentration ratio would rise by only 3.7
percent to 67.6 percent.

In the Madison banking market, Applicant controls
the fifth largest commercial banking organization, with
7.0 percent of the deposits in commercial banks in the
market. The Independence Group controls approxi-
mately 1.5 percent of market deposits. The market is
moderately concentrated, with an HHI of 1148. After
consummation, Applicant would remain the fifth larg-

4. The Milwaukee banking market is approximated by the Milwan-
kee Ranally Metro Arca (RMA) which consists of Milwaukee, Wauke-
sha and Ozaukee Countics in Wisconsin, as well as portions ol
Jefferson, Racine, Walworth and Washington Counties, also in Wis-
consin.

The Madison banking market is approximated by all of Dane
County, Wisconsin, except for the towns of York, Medina, Deerfield.
Christiana, and Albion.

The Walworth banking market is approximated by Walworth Coun-
ty. Wisconsin, except the town of East Iroy and including the town of
Burlington in Racine County, Wisconsin.

5. Under the revised Department of Justice Merger Guidelines
(49 Federul Register 26,823 (1984)), a market in which the post-merger
HHI is between 1000 and 1800 is considered moderately concentrated.
[u such markets, the Department is unlikely to challenge a merger that
produces an increasc in the HHI ol less than 100 points. The
Department is likely to challenge @ merger that produces an increase
of over 100 points unless other facts of record indicate that the merge:
is not likely substantially to lessen competition. Other factors include
the post merger HHI, the increase in the HHI, changing market
conditions, the financial condition of the firm to be acquired, case of
catry, nature of the product, substitute products, similarities in firms
that are subject to the transaction, and increased efficiencies that may
result from the transaction.
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est commercial banking organization in the market,
with a market sharc ol approximately 8.5 percent.
Twelve commercial banks would continue to operate
in the market atter consummation of the proposal and
the HHI would increase by 21 points to 1169,

The Walworth banking market 1s unconcentrated.®
with an HHI of 823 and the four largest commercia)
banking organizations in the market controlling 41.6
percent of total deposits in commercial banks thercin.
Applicant controls the cleventh largest commercial
banking organization with 5.9 percent of the deposits
in commercial banks in the market. The (ndependence
Group controls 10.3 percent of commercial bank de-
posits in the market and ranks third among commercial
banking organizations therein. After consummation,
Applicant would be the largest commercial banking
organization in the market and would control 16.2
percent of the market’s commercial bank deposits.
Thirteen commercial banks would remain in the mar-
ket after consummation of the proposal, and the HHI
would increase by 122 points to 945.

On the basis of the above facts and other tacts of
record, the Board concludes that consummation of the
proposal would not have a substantial adverse effect
on existing competition in the Milwaukee, Madison, or
Walworth banking markets.

The Board has considered the ciects of this propos-
al on probable future competition in the cight markets
in which Applicant and the Independence Bank Group
do not compete directly, in light of its proposecd
guidelnes for assessing the competitive effects of
market extension mergers and acquisitions.” In cvalu-
ating the cffects of a proposed merger or consolidation
upon probable future competition, the Board consid-
ers market concentration, the number of probablce
future entrants into the market, the size and market
position of the bank to be acquired and the attractive-
ness of the market for entry on a de novo or foothotd
basis.

Of the cight relevant markets, five are not consid-
ered highly concentrated and thus do not require
intensive analysis under the Board’s proposed guide-

6. Under the revised Department of Justice Merger Guidelines,
market in which the post-merger HHI is under 1000 is considered
unconcentrated. In such markets, the Department will not challenge a
merger except in extraordinary circumstances.,

7. “Policy Statement of the Board of Governors ol the Federal
Reserve System for Assessing Competitive Factors Under the Bauk
Merger Act and the Bank Holding Company Act™ (47 Federal
Register 9017 (1982)), While the proposed policy statement has not
been adopted by the Board, the Board is using the policy guidelines as
part of its analysis of the ellect of a proposal on probable future
competition,
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lines.® Two remaining markets are not considered
attractive for de novo or foothold expansion and as
well have more than six probable future entrants to the
market.?

West Bend, the remaining market, on a commercial
bank only basis meets all four of the criteria for
intensive analysis under the Board’s proposed guide-
tines.'* The West Bend market is considered highly
concentrated, with an HHI of 2147.'" Applicant is the
third largest commercial banking organization in the
market, controfiing 19.9 percent of deposits in com-
mercial banks in the markel.

The Board has considered the presence ot five thrift
institutions in the market that hold deposits of $135
million, which is approximately 30.2 percent of the
total deposits in the market.'” The Board previously
has concluded that thrift institutions have become, or
at least have the potential to become, major competi-
tors of commercial banks. '™ T'wo of these thrifts have
located their home offices within the West Bend
market, and provide consumer loans, NOW accounts
and commercial real estate loans. Morcover, one such
thrift is actively engaged in additional commercial
lending. Based upon the number, size, and market
shares of thesc institutions in the West Bend market,
the Board has concluded that thrift institutions ¢xert a
significant influence as competitors or potential com-
petitors in the West Bend banking market.' After
consideration of these factors in the context of the
specific facts of this case, the Board concludes that
consummation of this proposal would not have any
significant adverse effects on probable future competi-
tion in any relevant market.

In evaluating this application, the Board has consid-
ered the financial and managerial resources and future

8. These five banking markets are: Beloit-Janesville, Green Bay,
Racine, Beaver Dam, and Appleton, all in Wisconsin,

9. They arc the Kenosha and Langdale, Wisconsin, banking muar-
kets.

10. The West Bend banking market is approximated by Washington
County, Wisconsm except the towns of Polk, Jackson, Germantown,
and Richfield.

I1. With a three-firm concentration ratio of 75.2 percent, the
market just surpasscs the 75.0 pereent threshold for a highly concen-
trated market nnder the Board’s proposed guidelines.

12, Thrift data arc as of September 30, 1983, Thrifts rank as the
market's 3rd, 6th, 8th, 10th, and 12th hargest depository institutions.

13. The Chase Manhattan Corporation, 70 FEDERAL RESERVE
BULLETIN 529 (1984), NCNB Bancorporation, 70 Frprral RESERrv
BurrepriN 225 (1984Y: General Banesheres Corporation, 69 FEDERA)
RESERVE BULLETIN B02 (1983); First Tennessee National Corpora-
tion, 69 FEDERAL ResErRvE BurnieTin 298 (1983).

14. 1 50 percent of the deposits held by thrift tostitutions in the
West Bend banking market were included in market concentration,
the shares of total deposits held by the three largest organizations in

prospects  of  Applicant, the  Independence  Bank
Group, and the combined organization, and concluded
that such factors arc consistent with approval of the
proposal. Considerations relating to the convenience
and needs of the communities to be served also are
consistent with approval of the application,

Applicant also has applied, pursuant to scction
4c)8) of the Act, to acquire Independence ‘Trust
Company (‘“‘Independence Trust’), Waukesha, Wis-
consin, a wholly owned subsidiary of the Indepen-
dence Group that engages in trust and related services.
Independence T'rust operates one oftice in Milwaukec,
Applicant presently engages in trust activities state-
wide through its subsidiary, Marine Trust Company,
N.A. (**"Marine Trust’’), which operates cleven of-
fices.

The Board has determined that the relevant product
market for trust services should be viewed on a
disaggregated basis.'® For many of the trust services
oftfered by Marine I'rust and Independence Trust, the
geographic market is regional or national, and the
number of competitors in the provision of such ser-
vices is quite large. 'The market shares held by Marine
Trust and Independence Trust are correspondingly
small. For those trust services that are part of a tocal
geographic market, primarily testamentary trust and
estate settlement scrvices, there is existing competi-
tion between Marine Trust and Independence Trust
only in Milwaukec. Therce are numerous providers of
these services in Milwaukee, and neither Marine 'T'rust
nor Independence Trust holds a significant share of the
market for these services, The proposed transaction,
therefore, would not have a significant adverse effect
on competition in the provision of trust scrvices.

Applicant also has applied to acquire Independence
Mortgage Company, Inc. (“‘Independence Mort-
gage’), New Berlin, Wisconsin, an  Independence
Group subsidiary which originates, services and pro-
cesses commitments for residential mortgage loans.
Applicant also offers mortgage origination and servic-
ing activities through The Marine Mortgage Company,
Inc., Milwaukee, Wisconsin. Applicant and Indepen-
dence Mortgage compete n several common local
markets for mortgage originations and in the regional/
national market for mortgage servicing. In view of the

the market would decrease trom 75.2 percent to 58.2 percent. The
market’s HHI would falt from 2147 to 1404, and Applicant’s market
stare would decline tfrom 199 percent to 13.8 percent.

15. Bancorp Hawaii, tne., 71 FEDERAL RESERVE BULLETIN 168
(1985).



small absolute and relative sizes of the mortgage
servicing and mortgage origination activities ol Appli-
cant and Independence Group in the refevant markets,
however, the proposal would not eliminate any signifi-
cant compeltition in any relevant market. '

Accordingly, it does not appear that Applicant’s
acquisition ol these nonbanking subsidiaries would
have any significant adverse cffects upon competition
in any market. Furthermore, there is no evidence in
the record to indicate that approval of these proposals
would result in undue concentration of resources,
unsound banking practices, or other adverse cffects on
the public interest. Accordingly, the Board has deter-
mined that the balance of the public intercst factors it
must consider under section 4(c)(8) of the Act is
favorable and consistent with approval of the applica-
tions to acquire the Independence Group’s nonbank-
ing subsidiaries.

Based on the toregoing and the facts of record, the
Board has dctermined that the applications under
sections 3 and 4 of the Act should be and hereby are
approved. The acquisition of the Independence Group
shall not be consummated before the thirtieth calendar
day tollowing the cifective date of this Order or later
than three months after the effective date of this
Order, unless such period is extended for good causc

by the Board or by the Pederal Reserve Bank of

Chicago pursuant to delegated authority. The determi-
nations as to Applicant’s nonbanking activitics arc
subject to the conditions set forth in sections 225.4(d)
and 225.23(b)(3) of Regulation Y (12 C.F.R. § 225.4(d)
and 225.23(b)(3)) and 1o the Board’s authority to
require such modification or termination of the activi-
tics of a holding company or any of its subsidiarics as
the Board finds necessary to assurce compliance with
the provisions and purposes of the Act and the Board’s
regulations and orders issued evasion thereof.

By order of the Board of Governors, effective
February 11, 1985,

Voting for this action: Chairman Volcker and Governors
Martin, Partee, Rice, Gramley, and Seger. Absent and not
voting: Governor Wallich.

Jamrs MCAVYEL

[SEAL] Associate Secretary of the Board

16. As of September 30, 1984, Marine Mortgage's servicing portfo-
lio stood at $25.9 million and that of Independence Mortgage at $34.0
million. In no relevant local market would Applicant and Indepen-
dence Mortgage combined control more than 10 percent ol all mort-
gage originations.
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FEDERAL RESERVE ACT ORDER [SSUED BY THE
BOARD OF GOVERNORS

Orders Issued under Section 25 of Federal
Reserve Act

Citibank International
Miami, Flonda

Order Approving Additional Activities Under Section
25(a) of the Federal Reserve Act

Citibank International, Miami, Florida (*‘Edge’'), a
corporation organized under section 25(a) of the Fed-
eral Reserve Act (the “‘Edge Act,” 12 U.S.C. § 611
et seq.), has requested the Board’s consent, under
section 211.4(e)(5) of the Board’s Regulation K, to act
as an insurance agent or broker in the United States
with respect Lo insurance on international commercial
risks and to invest in one or more domestic subsidiar-
ies to be engaged exclusively in the proposed activity.

Tidge, with total consolidated assets of approximate-
Iy $1.9 billion, is a wholly owned subsidiary of Citi-
bank, N.A., New York, New York. Citibank is a
subsidiary of Citicorp, New York, New York, the
largest commercial banking organization in the United
States, with consolidated assets of $150.6 billion as of
December 31, 1984,

Edge corporations are organized for the purposc of
engaging in international or foreign banking or other
international or toreign financial operations. Subject to
Board approval, an Edge corporation may engape
directly in any activity found by the Board to be usual
in connection with the transaction of foreign banking
or financial operations and not inconsistent with the
banking powers specifically granted to Lidge corpora-
tions. 12 U.S5.C. § 6)5(a). An Edge corporation may
also engage indirectly in the United States in any
activity incidental to the international or foreign busi-
ness of the Fdge, as determined by the Board.
12 U.S.C. § 615(c). All activities of an Edge corpora-
tion in the United States, whether direct or indirect,
must be incidental to its international or foreign busi-
ness. 12 U.S.C. § 616.

The proposcd activitics have been found by the
Board to be usual in connection with the transaction of
forcign banking or financial operations outside the
United States. 12 C.I.R. § 21HE.5(d)9). The activities
that the Board has determined to be incidental to an
Edge corporation’s international or foreign business.
and therefore permissible in the United States, are
listed in section 211.4(¢) of the Board’s Regulation K
(12 C.T.R. § 211.4(¢)). The insurance agency activities
proposed by bdge are not included on the list. An
Edge corporation may, however, apply to the Board
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for a determination that other activities in the United
States are incidental to its international or foreign
business. Fidge has requested such a determination
with respect to the proposed insurance agency activi-
ties.

Fdge secks the Board’s authority to act directly or
indirectly as an insurance agent or broker in the
United States with respect to “tinternational commer-
cial risks.” The type of insurance that would be
brokered would consist of insurance covering the
transportation ol cargo from any point of origin in the
United States to a point of destination outside the
United States; and insurance on other commercial
risks resident or located abroad, or activitics per-
formed outside the United States, regardless of wheth-
er the insurance is placed with underwriters located
inside or outside the United States. Edge includes as
“other commercial risks™ any risks underwritten by
insurance carricrs on behali” of businesses (but not
individuals), and would include “‘key man’” life insur-
ance, and group hife or health insurance arranged by
businesses as part of their employee benefit programs,
The proposed activitics do not include selling insur-
ance on personal risks and Fidge does not propose to
underwrite insurance,

In determining whether an activity is incidental to an
Fdge corporation’s international business, one of the
factors that the Board considers is whether the activity
has a direct or clearly identifiable connection to inter-
national transactions. In the context ol other activi-
tics, the Board has found that a suflicient international
connection is established where the activity relates 1o
transactions performed or to property located abroad.!
Similarly, with respect to brokering insurance where
the risk on which msurance is to be sold is located
outside or substantially outside the United States, the
aclivity appears to be incidental to international or
foreign business.

With respect to insurance on risks located inside the
United States, the Board notes that the only such
insurance to be brokered is insurance with respect to
goods that will be exported. Fdge corporations are
permitted to finance the costs of production for goods
1o be exported and the domestic shipment and tempo-
rary storage of such goods. The ability to act as agent
for the sale of insurance on goods to be exported

1. For example, Repulation K permits the financing ot activities
performed substantially abroad and the provision of cconomic advice
to U.S, residents with respect to o forcipn asscts. (12 CF.R.
§§ 211 4¢e)4)v) and (xiv)).

would similarly appear to be incidental to the interna-
tional or forcign business of the Edge corporation.
Moreover, insurance scervices relating to U.S. exports
and the transportation of goods for ¢xport are consid-
ered international in other contexts: export trading
company subsidiarics of bank holding companies,
which must engage exclusively in activitics related to
international trade, are specifically authorized to offer
the proposed insurance services. In addition, engaging
in the proposed activities would be in furtherance of
Ldge’s international business; thus, approval would be
consistent with the purpose of the Edge Act to im-
prove the competitive position of Edge corporations in
order to enhance U. S, trade. Therefore, the Board has
found that the proposcd activities, subject to certain
modifications discussed below, have a sufliciently
identifiable international connection as to be consid-
ered incidental to Edge’s foreign or international busi-
ness.

In order to ensure that cach transaction with respect
to the insurance brokcrage activities ot Edge is inci-
dental 1o its international or foreign business, the
Board has determined that Edge may act as insurance
agent or broker within the following limitations:

1. where the insurance products are forms of proper-

ty and casualty insurance, their sale should be

limited to instances where the property protected is
located abroad or is being imported or exported;

2. where the insurance protects vehicles used in the

transportation process, the insurance sold should be

limited to vehicles primarily based abroad,

3. where the insurance products protect a business,

their sale should be limited to instances where the

business or property protected is tocated abroad;
and

4. where the insurance products relate to particular

employees, their sale should be limited 1o protecting

employees who reside and are employed abroad.

In considering Edge's application, the Board also
took into account the relatively low risk involved in
the activity of brokering insurance, and noted that the
Citicorp organization has expertise in acting as an
insurance agent or broker with respect to international
risks through its existing insurance brokerage opera-
tions overseas. Morcover, the financial condition and
managerial resources of the Citicorp organization and
Ydge are consistent with approval of Edge’s request.

Based on the foregoing and other considerations of
record, and subject to the limitations listed above. the
Board has determined that Edge's proposed activities
would be incidental to its international or foreign
business and arc otherwise consistent with the pur-
poses of the Federal Reserve Act. Accordingly, the
application is approved.



By order of the Board of Governors, effective
February 7, 19¥5.

Voting for this action: Chatrman Volcker, Governors Wal-
lich, Partee, Rice, Gramley, and Seger. Abstaining from this
action: Governor Martin,

Jamis MCAFEE

|SEAL] Assoctate Secretary of the Board

Citibank Overseas [nvestment Corporation
Wilmington, Delaware

Order Denying Additional Activity Under Section
25(u) of the Federal Reserve Act

Citibank Overseas Investment Corporation
(“‘COIC™"), Wilmington, Delaware, has applied for the
Board’s consent under section 25(a) of the Federal
Reserve Act (12 U.S.C. § 615(¢)) and section 211.5(d)
of the Board’s Regulation K (12 C.F.R. § 211.5(d)) to
engage through its subsidiary Citigeneral Insurance
Australia [imited (“*Citigeneral’”) in underwriting cer-
tain property and casualty insurance in Australia,

COIC is a corporation organized under scction 25(a)
of the Federal Reserve Act (an ““Edge Corporation™)
and is a wholly owned subsidiary of Citibank, N.A.,
New York, New York. Citibank is a subsidiary of
Citicorp, New York, New York, the largest commer-
cial banking organization in the United States with
consolidated assets of $144.7 billion as of September
30, 1984.

COIC’s indirect subsidiary, Citicorp Australia Hold-
ings Limited (*‘Holdings™), which s primarily & con-
sumer finance company, has two Australian insurance
subsidiaries, Citigeneral (formerly Ajax  [nsurance
Company) and Citilife losurance Australia Limited
(formerly Surrey Insurance Company). Pursuant to
Board approval, Citilife and Citigeneral underwrite
credit-related insurance in Australia,! Citigeneral also
is authorized to underwrite a limited amount of motor
vehicle comprchensive insurance of the type that
Citigeneral could write at the time of its acquisition by
COIC. COIC now seeks authority to engage through
Citigeneral in general property and casualty insurance
underwriting.

In reviewing proposals by U. S. banking organiza-
tions to engage in activities overscas, the Board has
recognized that in other banking and fnancial sys-

L. Citibunk Overseas Investment Corporation/Survey Insurance
Company, 67 FEDERAL RESERVE BurLirin 366 (1981). The owner-
ship structure of, and prior regulatory approvals with respect to, these
companies are described in that Order.
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tems, local institutions are often permitted to engage in
activitics that would not be permissible for United
States banking organizations under applicable United
States laws and regulations. In the Fdge Act and the
Bank Holding Company Act, the Board has been
granted authority to permit activitics abroad that are
generally not authorized in the United States for bank
holding companics, In the exercise of that authority,
the Board has adhered to the policy that the forcign
activitics that it authorizes should be of a banking or
finuncial, as opposed to commercial, nature, or that
such activitics should be usual in connection with
banking or other financial operations abroad. The
Board may also consider whether conduct of the
activity will enabie the U. S. banking organization to
compete cllectively with foreign organizations. In ad-
dition, the Board takes into account whether the
performance of the activity by a United States banking
organization overseas is consistent with the prudent
conduct and management of the company’s banking
and nonbanking operations, and the effect of the
activity on the capital and managerial resources of the
U. S. banking organization. In this regard, it is gener-
ally preferable for U. S, banking organizations to
strengthen capital resources to support more tradition-
al banking activities before venturing on a large scale
into new high-risk activities, particularly where the
activities are less directly related to the organization’s
primary business.

In considering the application, the Board took into
account the fact that there are affifiations in Australia
between banking and financial institutions and proper-
ty and casualty msurance underwriters. The Board
noted COIC's assertions in suppoirt of its request for
approval of this application that the activity is financial
and usual in connection with the transaction ol bank-
ing or financial operations n Austradia, In this regard,
COIC provided information that indicates that three of
the four lurgest commercial banks and eleven of the
seventeen largest finance companies in Australia have
affiliates that underwrite general property and casualty
insurance. Moreover, because COIC competes in Aus-
tralia through the vehicle of a finance company, COIC
asserts that Holdings and its subsidiarics operate at a
competitive disadvantage because they do not have
the fiexibility to offer as wide @ range ol tinancial
services as do their competitors,

In acting on an application for a new activity, the
Board has given weight to the fact that other financial
institutions abroad engage in the activity where evi-
dence s provided that performance of the activity
would ¢nhance the competitive posttion of the U.S,
banking organization. 'These factors are not determina-
tive, however, inapproving a new activity. The Board
also takes into consideration the risks inherent in the
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activity, especially whether those risks are of a type
and nature not normally associated with banking or
finance, any adverse effects that may result from
performance of the activity such as the potential for
conflicts of interest, and the effects of the proposal on
the capital and managerial resources of the U. S,
banking organization.

In this proposal, the risks inherent in underwriting
property and casually insurance are not of the type
traditionally associated with banking. Recent experi-
ence of both U, S, and foreign casualty insurance
underwriters demonstrates that these risks, and conse-
quent losses and potential losses necessitating addi-
tional capital infusions, can be substantial. Property
and casualty insurance covers a wide spectrum of
services, which are often grouped under three head-
ings — fire, marine, and accident insurance, including
automobile liability and damage, health and accident,
workmen’s compensation, malpractice, and  other
forms of professional liability. In all these cases, the
insurance covers the risk of loss associated with
uncertain events. The probability of those cvents
occurring, and the extent of consequent losses, cannot
be as readily determined in an actuarial sense as in the
case of life insurance.

Although Citigeneral has performed satisfactorily in
managing the limited casualty insurance business it
currently conducts, its operations are small and the
Board has restricted the scope ol its activities. COIC
now proposcs to expand the range of its underwriting
activities significantly, although COIC states that its
business plans would initially focus on underwriting
only several personal, as opposed to commercial, lines
of insurance. However, the authority that COIC secks
with respect to property and casualty insurance is
unrestricted as to the type of personal risk Citigeneral
could insure and the proposed lines of insurance will
necessarily increase the risk to which the company is
exposed. Morcover, the application contemplates of-
fering other hines in the future. Engaging in a general-
ized property and casualty underwriting business,
even initially on a modest scale, would nonctheless
constitute entry into an inherently risky business.

COIC has also asserted that in order to remain fully
competitive with local Australian organizations, it
must be able to sell all lines of insurance to customers.
The Board notes, however, that, under Regulation K.,
COIC may act as a gencral insurance broker and
therefore may scll property and casualty insurance
coverage written by other companies as part of the
services it offers 1o customers. Therefore, COIC™s
financial services business in Australin would not
appear to be significantly disadvantaged by not under-
writing property and casualty insurance.

Based on the loregoing and other considerations
reflected in the record, the Board has determined that

approval of the application by COIC would not be
consistent with the purposes of the Federal Reserve
Act ot the Bank Holding Company Act and would not
be in the public interest. Therclore, the application is
denied.

By order of the Board of Governors, effective
December 4, 1984,

Voting for this action: Chairman Volcker and Governors
Martin, Wallich, Partee, Rice, and Seger. Voting against this
action: Governor Gramley.

WiLiiamM W, WirLes

[SEAL] Secretary of the Board

Concurring Statement of Chairman Volcker

I consider the decision in this case to be close, and my
concurrence is dependent upon certain specific cle-
ments in the proposal. ‘The Board has denied a rather
broad proposal to engage initally in underwriting
property and casualty risks in Australia, including
houschold and homecowners’ insurance covering fire
and any other type of damage: motor vehicle insur-
ance, including insurance on light commercial vehi-
cles; insurance on small watercraft, and travel insur-
ance. Applicant stated that it anticipated cxpanding
hines offered at a later date.

I do not believe that denial of all applications for
property and casualty insurance would necessarily be
required where the lines of insurance to be written are
restricted, the individual risks covered are small, and
the stze of the investment would not expose the
organization to significant risk, provided a reasonable
case is made that competing banking institutions arc
directly or indirectly engaged in offering the same
services in a significant way. While I believe the latter
point is reasonably satisfied in this case. 1 concur in
the Board's opinion because the proposal as struc-
tured involves so broad a potential range of personal
property and casualty insurance lines now or in the
future.

December 4, 1984

Dissenting Statement of Governor Gramley

The Bourd’s decision in this casc is based principally
on the risks associated with underwriting general
property and casualty insurance. From the facts pre-
sented, T find the risk exposure for the Citicorp
organization to be quite manageable. Citigencral’s
proposcd property and casualty insurance underwrit-
ing operations would be modest in size, Ciigencral
would underwrite personal lines only and would have
substantial reinsurance coverage for s individual
risks. Moreover, Citigeneral would not undertake to



reinsure  others.
should be approved conditioned on limiting the size
and scope of the activities as described above. For this
reason, 1 dissent from the Board’s action in this case.

In my judgment, the application

December 4, 1984

Statement by Board of Governors of the
Federal Reserve System

Regarding Applications by Citibank Overseas
Investment Corporation to engage in dadditional
activity under section 25(a) of the Federal Reserve
Act

By letter dated November 19, 1984, the Board ap-
proved the application of Citibank Overscas Invest-
ment Corporation (“*COIC™"), Wilmington, Delaware,
for the Board’s consent under scction 25(a) of the
Federal Reserve Act (12 U.S.C. § 615(¢)) and section
211.5(d) of the Board’s Regulation K to retain the
shares of two subsidiaries: KKB Lebensversicherung
AG, Dusscldorf, Federal Republic of  Germany
(“KKB l.cben™) after KKB T.eben engages in the
activity of underwriting life insurance in the Federal
Republic of Germany; and Citilife Insurance Australia
[imited (“*Citilife ) after Citilife engages in the activi-
ty of underwriting life insurance in Australia. In this
statement, the Board sets forth its reasons for approv-
ing these applications.

COIC is a corporation organized under section 25(a)
of the Federal Reserve Act (an “'lidge Corporation’™)
and is wholly owned by Citibank, N.A., New York,

New York. Citibank is a wholly owned subsidiary of

Citicorp, New York, New York, which is the largest
commercial banking organization in the United States
with consolidated assets of $144.7 billion as of Septem-
ber 30, 1984.

In reviewing proposals by U.S. banking organiza-
tions to engage in activities overseas, the Board has
recognized that, in other banking and financial sys-
tems, local institutions are often permitied to engage in
activities that would not be permissible for United
States banking organizations under applicable United
States laws and regulations. In the Edge Act and the
Bank Holding Company Act, the Board has been
granted authority to permit activities abroad that are
generally not authorized in the United States for bank
holding companies. In the exercise of that authority,

1. As discussed below, Citicorp has agreed to transfer KKB Leben
and Citilife from COIC to Citicorp within three years, and two yvears,
respectively,
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the Bourd hias adhered 1o the policy that the foreign
activities that it authorizes should be of a banking or
financial, as opposed (o commercial, nature. or that
such activities should be usual in connection with
banking or other financial operations abroad. The
Board may also consider whether conduct ol the
activity will enable the U.S. banking organization to
compete eftfectively with foreign organizations. In ad-
dition, the Board takes into account whether the
performance ol the activity by a United States banking
organization overseas is consistent with the prudent
conduct and management ol the company’s banking
and nonbanking operations, and the cflect of the
activity on the capital and managerial resources ol the
U.S. banking organization.

The list of permissible activities in Regulation K
includes the underwriting of credit lile insurance and
credit accident and health msurance that is related to
extensions of credit by the investor or its afliliates
(12 C.F.R.§ 21L.5(A)(5)). The general activity of
underwriting lile insurance is not listed as a permissi-
ble activity. The Board has previously approved an
application to underwrite general life insurance in the
United Kingdom, bascd on an evaluation of the finan-
cial characteristics of the activity and the affiliations in
that country between financial institutions and insur-
ance underwriting companies.”?

In approving these applications, the Board consid-
ered a number of factors. With respect to the request
to underwrite Lle insurance through KKB Lchen,
COIC asserted that underwriting life insarance s
financial i nature and usual in connection with bank-
ing in Grermany in that lile insurance is lrequently used
as a savings vehicle in Germany because of its favor:
able tax advantages, and that the relations between
German commercial banks and German life insurance
underwriters have traditionally been marked by mutu-
al sharcholdings and dircctor interlocks. COIC has
provided information indicating that approximately 26
of the 100 largest German deposit-taking institutions
are aftiliated with an insurance group cngaged in life
insurance underwriting. Morcover, COIC has de-
scribed long-standing relationships between major life
upderwriters and savings and loan associations, and
stated that six of the seven largest German lile insur-
ance underwriters are closely affiliated with building
and loan associations and savings banks.

[n connection with the request to underwrite lile
nsurance through Citilife, COIC maintamed that un-
derwriting life insurance In Australia is a financial
activity or usual in connection with banking or othe

2. Citibank Overseas Investment CorporationfCitibank Assurance
Company Limited, 70 FEDERAL RESERVE BULELIETIN 108 (1984).
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financial operations in Australia. The Board noted
that, although legislation currently bars Australian
commercial banks from engaging in life msurance
underwriting, Australian life insurance underwriters
are engaged in financial services other than commer-
cial banking, such as those conducted through owner-
ship of merchant banks, moncy market companies,
savings and loan associations, building socicties and
consumer finance companies. FFor example, the facts
of record indicate that half of the 18 largest Australian
finance companies are affiliated with general insurance
underwriters, and two of these are also affiliated with
major Australian commercial banking organizations.
Moreover, due to restrictions of Australian law, COIC
operates in Australia primarily through a consumer
finance company and thus directly competes with
companies affiliated with insurance underwriters.

In acting on the application the Board considered
the fact that competitors of the Citicorp organization
are able to provide the proposed services and that
approval of the activity would permit Citicorp to
compete more eflectively in the financial services
industry generally in these countries without incurring
substantial additional risk. In assessing the risks to the
Citicorp organization of underwriting life insurance in
Germany and Australia, the Board took into account
that the risks insured against in underwriting life
insurance are actuarially predictable, unlike the risks
involved in other types of insurance, and that the
scope of the risk associated with investment of reve-
nues can be limited with pradent underwriting prac-
tices. The Board also noted that both KKB Leben and
Citilife are relatively small companies that appear to

be adequately capitalized. The projected growth of

KKB L.eben and Citilife is moderate and COIC antici-
pates no additional capital will be required for these
companies over the next three years. Any further
investments in these companices will require the con-
sent of the Board and KKB Leben and Citilife will be
subject to supervision by regulatory authorities in
Germany and Australia.

The Board also relied on Citicorp’s commitment to
transfer the ownership of KKB Leben and Citilife
from COIC, a Citibank subsidiary, 1o Citicorp itself
within three and two years, respectively, after those
companies begin engaging in the proposed insurance
activities. The Board believes that holding company
ownership, rather than indirect bank ownership, is
appropriate where the subsidiary is engaging exten-
sively in activities that are not traditional banking
activities. In addition, holding company ownership
would have the effect of automatically applying the
quantitative limits and collateral requirements of sec-
tion 23A of the Federal Reserve Act (12 U.S.C.
§ 371c) to covered transactions between Citicorp’s
subsidiary banks and KKB [eben and Citilife. Prior to
the transter, Citibank has comimitted to treat thesc
companies as subsidiaries of the holding company for
purposes of section 23A.

After consideration of the foregoing and other facts
of record, including the financial characteristics of the
activity, the affiliations in the respective countries
between insurance underwriters and financial institu-
tions, the risks associated with underwriting life insur-
ance, the relatively small size of the companies and the
moderate level of projected growth, the Board con-
cluded that the activity of underwriting life insurance
in Germany and Australia by subsidiaries of Citicorp
would be consistent with the purposes of section 25(a)
of the Federal Reserve Act, section 4(¢)(13) of the
Bank Holding Company Act and the Board's Regula-
tion K. Accordingly, the applications were approved
subject to the conditions described above.

Board ol Governors of the lederal Reserve System,
December 4, 1984,

Voting tor this action: Chairman Volcker and Governors
Martin, Wallich, Partee, Rice, Gramley, and Seger.

WittiaM W. WiLEs

|SEAL] Secretary of the Board
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ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Bourd of Governors

During February 1985 the Board of Governors approved the applications listed below. Copies are available upon
request to Publications Services, Division of Support Services, Board of Governors of the 'ederal Reserve

Systen1, Washington, 1.C. 20551

Section 3

Applicant

CBC Bancorp, Ltd.,
Chicago, lilinois

By Federal Reserve Banks

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

Bank(s)

Heritage Bank of Qakwood,

Westmont, Ulinois

available upon request to the Reserve Banks,

Section 3
Applicant

The Bank of New York,
New York City, New York

Bank of Virginia Company,
Richmond, Virginia

Bankmanagers Corp.,
Milwaukee, Wisconsin

Brazos Valley Bancshares, Inc.,
Bryan, Texas

Brookside Bancshares, Inc.,
Tulsa, Okjahoma

Capital Bancorporation, Inc.,
Clayton, Missouri

Citizens Development Compa-
ny,
Billings, Montana
Columbia Bancorp, Inc.,
Avondale, Arizona
Commercial Bancshares of Roa-
noke, Inc.,
Roanoke. Alabama
Commercial Bank Investment
Company,
Denver, Colorado

Bank(s)

Great Neck Branch of Hamburg
Savings Bank,
Brooklyn, New York

Bank of Virginia, National Asso-
ciation,
Richmond, Virgina

Park Bank Fast,
Milwaukee, Wisconsin

Western National Bank,
Bryan, T'exas

Brookside State Bank,
Tulsa, Oklahoma

Capital Bank & Trust Company
of Clayton,

Clayton, Missouri

First Security Bank of Laurel,
Laurel, Montana

Columbia Bank (In Organization),

Avondale, Arizona
The Commercial Bank of
Roanoke.
Roanoke, Alabama
Commercial Bancorporation of
Colorado,
Denver, Colorado

Reserve
Bank

New York

Richmond

Chicago
Dallas
Kansas City

St. Touis

Minneapolis

San Francisco

Atlanta

Kansas City

Board action
(effective
date)

February 12, 1985

Effective
date

L'ebruary [, 1985

February 7, 1985

February 6, 1985
February [2, 1985
February 22, 1985

February 21, 1985

February 14, 1985

February |5, 1985

January 30, 1985

February 13, 1985
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Section 3—Continued

Applicant

Commonwealth Trust Bancorp,
Inc.,
Covington, Kentucky
Community Holding Company.
Incz, Kentucky

County Bancorporation, Inc.,
Jackson. Missouri

Delaware National Bankshares
Corp.,
Georgetown, Delaware

Elm Marine Bane-Shares, Inc.,
Elmhurst, Hlinois

Emmetsburg Bank Shares, Inc.,
Des Moines, lowa

Farmers National Bancorp,
Annapolis, Maryland

Fidelity Bancorp, nc.,
Scottsdale, Arizona

FINB Holding Corp..
Bettendorf, Towa

First Clay Corp..
Brazil, Indiana

First Colebrook Bancorp. Inc.,
Colebrook, New Hampshire
First Franklin Bancshares, Inc..

Athens, T'ennessee
First National Corporation.
Bloomington, Indiana

First Railroad & Banking Com-
pany of Georgia,
Augusta, Georgia

First State Bancorporation,
inc.,
Tiptonville. ‘T'ennessce

First State Holding Corp..
Sulligent, Alabama

First 'Tule Bancorp, Inc..
Tulia, Texas

First United Corporation,
Oukland, Maryland

FirstBank Holding Company ol
California,
Lakewood. Colorado

Bank(s)

The Farmers Bank,
Butler, Kentucky

The I“irst National Bank of
L.owsa,
Louisa, Kentucky
Cape County Bank of Cape
Girardeau,
Cape Girardeau, Missouri
Delaware National Bank,
Georgetown, Delaware

The Saint Charles National Bank,

St. Charles, Hlinois

lowa Trust & Savings Bank,
Limmetsburg, lowa

Atlantic National Bank,
Ocean City, Maryland

Uidelity Bank (In Organization),
Scottsdale, Arizona

First Iilinois National Bank,
Savanna, Tlinois

First Bank and Trust Company of

Clay County, Indian:,
Brazil, [ndiana
The First Colebrook Bank,
Colebrook, New Humpshire
Riceville Bank,
Riceville, ‘Tennesscee
First National Bank of
Bloomington,
Bloomington, Indiana
National City Bankcorp,
Rome, Georgia

The Martin Bank,
Martin, T'ecnnessce

Iirst State Bank of Lamar Coun-

ty.
Sultigent, Alabama

The First National Bank of Tualia,

Tulia, Texas

IFirst United National Bunk &
T'rust,
Oakland. Maryland

First National Bank, Palm Desert

(In Organization),
Palm Desert, California

Reserve
Bank
Cleveland
Cleveland
St. Louis

Philadelphia

Chicago
Chicago
Richmond
San Francisco
Chicago

Chicago

Boston
Atlanta

Chicago
Atlanta
St. Louis
Atlanta

Dallas

Richmond

San Francisco

Eftective
date
Iebruary 4, 1985
February 14, 1985
January 31, 1985

February 25, 1985

February 14, 1985
January 31, 1985
February 8, (985
February 20, 1985
Iebruary 20, 1985

February 6, 1985

tebruary 4, 1985
February 13, 1985

I'ebruary 14, 1985
January 30, 1985
February 21, 1985
January 30, 1985

February 8, 1985

FFebruary 12, 1985

February 6, (983



Section 3—Continucd
Applicant

Gebsco, Inc.,
Cochrane, Wisconsin
Georgetown National Bank
Holding Company,
Georgetown, ‘T'exas
1.S.B. Bancorporation, Inc.,
Hampton, lowa
InvestArk Bankshares, Inc.,
Stuttgart, Arkansas

JBC Bancshares, Inc.,
Jasper, Georgia
Johnco Bancshares, Inc.,
Whitehall, Wisconsin
[.andmark Banking Corporation
of Florida,
I't. Lauderdale, Tennessee
L.ake Park Bancshares, Inc.,
Lake Park, Minnesota
I.incoln Bancshares, Inc.,
Stanford, Kentucky
Mainline Bankshares of Port-
land, Inc.,
Portland, Arkansas
Marble Falls National Banc:
shares, Inc.,
Marble Falls, 'Fexas
Metro Bancorporation,
Waterloo, lowa
Midwestern Services, Inc.,
Omaha, Nebraska
Mount Vernon Bankshares,
Inc.,
Mount Vernon, lexas
National City Bancsharces, Inc.,
Fvansville, Indiana

Nationwide Bankshares, Inc.,
West Point, Nebraska

NBP financial Services, Inc..
Petersburg, Hlinois

O.C.B. Bancorp,
Paoli, Indiana

Bank(s)

Mondovi State Bank,
Mondovi, Wisconsin

Georgetown National Bank,
Georgetown, ‘Texas

fowa Savings Bank,
Woodbine, lowa

North Central Financial Corpora

tion,
Melbourne, Arkansas
The Bank of North Arkansas,
Melbourne, Arkansas
Jasper Banking Company,
Jasper, Georgia
John O. Mc¢lby & Co.,
Whitchall, Wisconsin
L.andmark Bank of Seminole
County,
Casselberry, Ilorida
State Bank of [.ake Park,
Lake Park, Minnesota
Lincoln County National Bank,
Stanford, Kentucky
The Peoples Bank,
Portland, Arkansas

Marble I'alls National Bank,
Marble Ialls, Texas

Hudson State Bank,
Hudson, lowa

First Westside Bank of Omaha,
Omaha, Nebraska

The IFirst National Bank of
Mount Vernon,
Mount Vernon, Texas

The National City Bank of
Evansville,
Fvansville, Indiana

Charter West National Bank,
West Point, Nebraska

National Bank ol Petersburg,
Petersburg, [linois

Orange County Bank,
Paoll, Indiana

Reserve
Bank

Minncapolis

Dallas

Chicago

St Fouis

Atlanta
Minneapolis

Atlanta

Minneapolis
Cleveland

St Louis

Datlas

Chicago
Kansas City

Dallas

St. Louis

Kuansas City
Chicago

St Lowds
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Eflective
date

February 25, 1985

February 8, 1985

February 7, 1985

February 8, 1985

February 19, 1985
February 5, 1985

February 6, 1985

bebruary 19, 1985
F'ebruary 8, 1985

I'ebruary S, 1985

Februavy 1, 1985

February 22, 1985
February 20, 1985

bebruary 25, 1985

February 8, 1985

February 25, 1985
Lebruary 14, 985

February 19, 1985
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Section 3—Continued

Applicant

Ohio Bancorp,
Youngstown, Ohio

Oran Bancshares, Inc.,
Oran, Missouri

Park Financial of St. Paul, Inc..
St. Paul, Minnesota

Parker Bankshares, Incorporat-
ed,
Parker, Colorado
Pennsylvania National Financial
Corp.,
Harrisburg, Pennsylvania
Peoples Mid-Hlinois Corpora-
tion,
Bloomington, tllinois
Plaza Bancshares, Inc.,
Fort Worth, Texas
Raleigh Bankshares, Inc.,
Beckley, West Virginia
Rockies Bancshares, luc..
Boulder, Colorado

Schmid Bros. Investment Co..
Inc.,
Clayton. Missouri

Southshares, Inc..
LLaredo, Yexas

SouthTrust Corporation,
Birmingham, Alabama

Southwest Bankers, Inc..
San Antonio, Texas
Superior Bancshares, Inc..
Kansas City, Missouri
Thatcher Banking Corporation.
Denver, Colorado

Third Hlinois Bancorp, Inc.,
Manchester, Missouri

Toledo Trustecorp, Inc.,
Toledo, Ohio

Bank(s)

The Miners and Mechanics Sav:
ings and Trust Company,
Steubenville, Ohio

Oran State Bank,

Oran, Missouri

Citizens State Bank of Montgom-
cry,

Montgomery, Minnesota

First National Bank of Parker.
Parker, Colorado

Pennsylvania National Bank and
Frust Company,
Pottsville, Pennsylvania

The First National Bank of
Normal,
Normal, Hlinois

River Plaza National Bank,
Fort Worth, Texas

National Bank of Summers,
Hinton, West Virginia

National Bank of the Rockies in
Denver,
Denver, Colorado

Financial Bancshares, Inc..
Sunset Hills, Missourt

Bank ol St. Mary, St. Marys.
Missouri

South ‘T'exas National Bank of
Laredo,
Laredo, Texas

The First National Bancorpora-
tion of the South,
Opp, Alabama

San Antonto Bancshares, Inc.,
San Antonio, T'exas

Superior National Bank,
Kansas City, Missouri

The st National Bank of Sa-
lida,
Salida, Colorado

Johnston City State Bank,
Johuston City. Illinois

Trustcorp Company,
Columbus. Ohio

Reserve
Bank

Cleveland

St. Louis

Minncapolis

Kansas City

Philadelphia

Chicago

Dallas
Richmond

Kansas City

St Lous

Dallas

Atlanta

Dallas
Kansas City

Kansas City

St Lous

Cleveland

Eftective
date
January 30, 1985

January 31, 1985

February 4, 1985
January 30, 1985
I'ebruary 25, 1985
February 21, 1985

February 22, 1985
January 30, [985

February 22, 1985

'ebruary 21, 1985

February 8, 1985
February 15, 1985

January 31, 1985
February [, 1985

February 15, 1985

FFebruary 22, 1985

January 28, 1985
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Applicant

United Bank of Colorado, Inc..
Denver, Colorado

Valley Bancorporation,
Appleton, Wisconsin
Valiey Bancshares, Inc.,

Pauls Valley, Oklahoma
Vidor Bancshares, Inc.,
Beaumont, Texas

Section 4
Applicant

Atlantic Bancorporation,
Jacksonvilie, Florida

First Alabama Bancshares. Ionc.,

Montgomery, Alabama
First Bank System. Inc.,

Minncapolis, Minnesota
First State Bancorp of

Monticello,

Monticello, Hlinois

The Hongkong aud Shanghai

Banking Corporation, B.C.C",

Kellett N.V., Curacoa.
Netherlands Antilles

How-Win Development Co.,
Cresco, lowa

Worland Holding Company,
Worland, Wyoming

Scections 3 and 4
Applicant

Valley Bancorporation,
Appleton, Wisconsin

Bank(s)

United Bank ol University Hills.

N.A.,
Denver, Colorado
BANCWIS CORPORATION,
Janesville, Wisconsin
First National Bank of Marlow,
Marlow, Oklahoma
Allied Vidor Bank,
Vidor, "Texas

Nonbanking
company

Florida Title & Mortgage Compa-

ny,
Jacksonville, Florida
Real Estate Financing, Inc..
Montgomery, Alabama
Valley View. Inc..
Bloomington, Minnesota
Fiskridge Agency, Inc.,
Hammond, IHinois

HSBC Holdings B.V.,

Amsterdam, The Netherlands,

Marine Midland Banks. Inc..
Buffalo, New York,

Marine Midland National Corpo-

ration,

Buffalo, New York
Unibanc-Trust Company,

Chicago, IHinois

Cresco Insurance Agency, Inc.,

Cresco, lowa

imdirectly engage in sale of credit

related insurance

Bank(s)/Nonbanking
Company

BANCWIS [Lcasing Company,
Inc..
Jeanesville, Wisconsin

Reserve
Bank

Kansas City

Chicago
Kansas Clity

Dallas

Reserve
Bank

Atlanta

Atlanta
Minncapolis

Chicago

New York

Chicago

Kansas City

Reserve
Bank

Chicago

Effective
date

February 4. 985

February 15, 1985
January 28, 1985

February 15, 1985

Lflective
date

February 15, 1985

January 31, 1985
February 21, 1985

February 6, 1985

F'ebruary 8, 1985

February [, 1985

February 4, 1985

Eittective
date

February 8, 1985
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ORDERS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

Applicant

Norstar Bank of Upstate NY,
Albany, New York

Bank(s)

Oneida National Bank,
Utica, New York

Reserve Effective
Bank date
New York I'ebruary 25, 1985

PENDING CASES INVOIVING THE BOARD OF GOVERNORS

This list of pending cases does not include suits against the Federal Reserve Banks in which the Board of

Governors is not named a party.

Florida Department of Banking v. Board of Gover-
nors, No. 84-383( (11th Cir., filed Nov. 30, 1984).

Florida Department of Banking v. Board of Gover-
nors, No. 84-3832 (11th Cir., filed Nov. 30, 1984).

Citicorp v. Board of Governors, No. 84-754 (U.S.,
filed Oct. 12, 1984).

David Bolger Revocable Trust v. Board of Governors,
No. 84-4141 (2nd Cir., filed Aug. 31, 1984).

Citicorp v. Board of Governors, No. 84-4121 (2d Cir.,
filed Aug. 27, 1984).

Seattle Bancorporation v. Board of Governors, No.
84-7535 (9th Cir., filed Aug. 15, 1984).

Bank of New York Co., Inc. v. Board of Governors,
No. 84-4091, (2d Cir., filed June 14, 1984).

Citicorp v. Bourd of Governors, No. 84-4081 (2d Cir.,
filed May 22, 1984).

Lamb v. Pioneer First Federal Savings and Loan
Association, No. ('84-702 (D. Wash., filed May 8,
1984).

Melcher v. Federal Open Market Committee, No. 84—
1335 (D.D.C., filed, Apr. 30, 1984).

Florida Bankers Association v. Board of Governors,
No. 84-3269 and No. 84-3270 (11th Cir., filed Apr.
20, 1984).

Northeast Bancorp, Inc. v. Board of Governors, No.
84--363 (U.S., filed Mar. 27, 1984).

Huston v. Board of Governors, No. 84-1361 (8th Cir.,
filed Mar. 20, 1984); and No. 84-1084 (8th Cir. filed
Jan. 17, 1984).

State of Ohio, v. Board of Governors, No. 84—1270
(10th Cir., filed Jan. 30, 1984).

Ohio Deposit Guarantee Fund v. Board of Governors,
No. 84-1257 (10th Cir., filed Jan. 28, 1984).

Colorado Industrial Bankers Association v. Board of
Governors, No. 84-1122 (10th Cir., filed Jan. 27,
1984).

Financial Institutions Assurance Corp. v. Board of
Governors, No. 84-1101 (4th Cir., filed Jan. 27,
1984).

First Bancorporation v. Board of Governors, No. 84—
1011 (10th Cir., filed Jan. 5, 1984).

Dimension I'inancial Corporation v. Board of Gover-
nors, No. 83-2696 (10th Cir., filed Dec. 30, 1983).
Oklahoma Bankers Association v, Federal Reserve
Board, No. 83-2591 (10th Cir., filed Dec. 13, 1983).
The Committee for Monetary Reform v, Board of
Governors, No. 84-5067 (D.C. Cir., filed June 16,

1983).

First Bank & Trust Company v. Board of Governors,
No. 81-38 (L.D. Ky., filed Feb. 24, 1981),

9 1o 5 Organization for Wonen Office Workers v.
Board of Governors, No. 83-1171 (st Cir., filed
Dec. 30, 1980).

Securities Industry Association v. Board of Gover-
nors, No. 80-2614 (D.C. Cir., filed Oct. 24. 1980),
and No. 80-2730 (D.C. Cir., filed Oct. 24, 1980).

A. (. Becker, Inc. v. Board of Governors, No. 80—
2614 (D.C. Cir., filed Oct. 14, 1980), and No. 80-
2730 (D.C. Cir., filed Oct. 14, 1980).
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Money Stock and Bank Credit A3

1.10 RESERVES, MONEY STOCK, LIQUII ASSETS, AND DEBT MEASURES

Monetary and credit aggregates
(annual rates of change, seasonally adjusted in percent)!

fem 19547 W 198dr 1985
— P S
Q1 Q2 03 04 Sept. Oct. Nov. Dec. Jan.
e e ———
Reserves of depository instinutions?
! Total ... .. 7.7 8.6 6.8 7 7.6 12.1 1.3 18.8 3l
2 Required. ... . ... 5.3 10.3 6.6 1.5 5.8 121 9] 14.0 3500
3 Nonborrowed. , 9.0 10.8 --44.6 30.7 21.0 2.6 66.3 72.6 94.4
4 Monetary basct. 9.5 7.0 7.2 3. 2.9 .4 7.6 8.0 8.0
5 6.2 6.5 4.5 3.4 5.7 6.7 12.0 10.4 .0
6 7.2 7.1 6.8 9.0 8.1 5.5 14.0 13.2 4.4
7 9.2 1.5 9.5 11.0 9.3 10.0 14.2 14.3 12.7
8 5.2 12.5 12.3 L. 10.2 L. n.a. n.a. n.a.
9 3.1 13.1 12.5 12.6 10.3 1.y 14.6 14.1 It
Nontransaction components ~
10 InM25... .. ... e 7.5 7.2 7.6 10.8 8.8 Y3 14.6 14.0 15.6
W InM3only® ..o 8.2 24.9 20.3 8.9 14.1 27.5 4.8 19.0 7.3
Time aund savings deposity
Commercial banks .
12 SaVINEST 1.6 6.7 5.6 10.4 8.5 -11.4 10.6 11.6 -9
13 Small-denomination time 9.5 13.1 13.4 6.9 9.2 4.4 4.4 7.8 8.4
14 Large-denonunation time? 10 .o oo o oo oo 7.4 21.8 19.3 2.3 14,1 24.2 23 3.2 ~10.0
Thrift institutions .
15 SaVINEST L. ~8.7 -.7 6.7 7.4 7.1 6.4 6.4 7.2 7.2
16 Small-denomination tmne . ..o 11.0 13.4 17.0 4.8 i6.1 15.9 10.8 P14 1.7
17 Large-denomination time? . .......... ... 52.3 48.1 38.1 33 3%.2 429 39.0 20.5
Debt components’ . ] .
18 Federal ... .. . 16.6 13.1 4.7 15.6 1.1 12.9 20,0 V7.7 .4,
19 Nonfederal 12.1 13.1 11.8 (1.7 1.0 1.6 13.0 13.0 (e
20 Total loans and securities at commercial bunksth. o000 11.9 110 9.1 9.1 9.8 6.5 12.8 9.5 6.7

1. Unless otherwise noted, rates of change are calculuted from average
amnounts outstanding in preceding month or quarter, _ .

2. Figures incorporate adjustments for discontinuities associated with the

implementation of the Monetary Control Act und other regulatory changes to
reserve reguirements, To adjust for discontinuities due to changes in reserve
requirements on reservable nondepasit liabilities, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for discontin-
uities in the monetary base, required clearing balunces and adjustments to
compensate for float also are subtracted from the actual series. ) )
1. The monetary base not adjusted for discontinuities consists of lotal
erves plus required clearing balances and adjustments to compensale for float
at Federal Reserve Banks plus the currency component of the money stock less
the amount of vault cash holdings of thrift institutions that is included in the
currency component of the money stock plus, for institutions not having required
reserve balances, the excess of current vault cash over the wmount applied to
satisfy current reserve requirements. After the introduction of contemporaneous
reserve requirements (CRRJ, currency and vault cash tigures are easured over
the weekly computation period ending Mondiy.

Before CRR, all components of the monetary base other than excess reserves
are seasonmally adjusted as a whole, rather than by component, and excess
reserves are added on a not seasonally adjusted basis. After CRR, the seasonally
adjusted series consists of seasonally adjusted total reserves, which include
excess reserves on i not seasonally adjusted basis, plus the seasonally adjusted
currency component of the money stock plus the remaining items seasonally
adjusted as a whole. ) i

4, Composition of the money stock measures and debt is as follows:

MI1: (1) currency outside the ‘Treastry, Federal Reserve Banks, and the vuu!lx
of commercial banks; (2) travelers checks of nonbank issuers; (3) demand deposits
at all commercial bunks other than those due to domestic banks, the U.S.
government, and foreign banks and official institutions less cash items in t
process of collection and Federal Reserve floar; and (4) other chcckuh]; depuosits
(OCD) consisting of negotiable order of withdrawal (NOW) aAnd automatic transfer
service (ATS) accounts at depository institutions, credit union share draft
accounts, and demand deposits at thritt institutions. The currency and demand
deposit componcats exclude the estimated mnount of vauli cu.sl} and demand
deposits respectively held by thrift institutions to service their OCD habilities.

M2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and vvernight Eurodolars issued to U.S. residents
by foreign branches of U.S. banks worldwide, MMDAs, savings and small-
denomination time deposits (time depostts—including retail RPs—in amounts of
less than $100,000), and balances in both taxuble and tax-exempt general purpose
and broker/dealer money market mutual funds. Excludes individual retirement
accounts (IRA) and Keogh balances at depository institutions and money market

funds. Also excludes all balances held by U.S. commercial banks, money market
funds (general purpose and broker/dealer), toreign governments and comniercial
banks, and the U.S. government. Also subtracted 1s a consolidation adjustment
that represents the estimated amount of demand deposits and vault cash held by
thrift institutions to service their time und suvings deposits.

M3: M2 plus lwge-denomination time deposits and term RP liabilities (in
amounts of $100,000 or more) issued by commercial banks and thrift institutions,
term Burodollars held by U.S. residents at foreign branches of U.S. Lanks
worldwide and at all banking offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institwtion-only money market mutual
tunds. Excludes amounts held by depository institutions, the U8, government,
money market tunds, and foreign banks and ofticial institutions. Also subtracted is
a consolidation adjustment that represents the estimated amonnt of overnight RpPy
and Eurodollars held by institution-only money market mutual funds.

1.: M3 plus the nonbank public holdings of U.S. savings bonds, short-term
Treasury securities, commercial paper and bankers acceptances, net of money
market mutual fund holdings of the ssets,

Debt: Debt of domestic nonfinancial sectors cousists of outstanding credit
market debt of the U.S. government, state and local governments, and private
nonfinancial sectors, Private debt consists of corporale bonds, mortgages, con-
sumer credit (including bank loans), other bank loanrs, comrmercial paper, bankers
acceptances, and other debt instruments. The source of data on domestic
nonfinancial debt is the Federal Reserve Board's flow of funds accounts. Debt
data are on an end-of-month basis. Growth rates for debt reflect adjustments tor
discontinuities over time in the levels of debt presented in other tables.

5. Sum of overnight RPs and Eurodollars, money market fund balances
(general purpose and broker/dealer), MMDAs, and savings and small time
deposits less the estimated amount of demand deposits and vault cash held by
thrift institutions to service their time and savings deposit liabilities.

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

7. Excludes MMDAs.

8. Smali-denomination tine deposits—including retail RPs - are those issued
in amounts of less than $100,000. All IRA and Keogh accounts at commercial
banks and thrifts are subtracted from small time deposits.,

9. Large-denvmination time deposits are those issued in amounts ot $ 100,000
or more, excluding those booked at international banking facilities.

10. Large-denomination time deposits it commercial banks less those held by
money market mutual funds, depository institutions, and foreign bunks and
ofticial institutions.

11, Changes calculated from figures shown in tabie (.23,
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1.11 RESERVLES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT

Millions of dollars

Monthly averages of

daily figures

Weekly averages of daily figures for week ending

Hactors 1984 1985 1984 1985
Nov. Dec. Jan. Dec. 19 Dec. 26 Jan. 2 Jan. 9 Jan. 16 Jan. 23 Jan. 30
SuprLYING RESERVE FUNDS
1 Reserve Bank credit ..................... 180,040 183,925 182,763 182,683 184,004 189,291 186,493 183,752 179,274 179,90
2 U.S. govermment sceuritiest, ... 154,357 159,474 159,619 158,519 160,835 162,978 163,043 161,411 156,364 157,296
3 Bought outright.................. 153,519 159,010 158,152 158,519 160,835 159,641 161,033 158,645 156,368 156,858
4 Held under repurchase agreements . 838 464 1,467 0 0 3,337 2,010 2,766 0 438
5 Federal agency ubhgdllons ............. 8,479 8,462 8,526 8,389 8,389 8,869 8,537 8,640 8,389 8,440
6 Hought outright . . 8,425 8,389 8,389 8,389 §,389 8,389 8,389 8,389 8,380 8,389
7 Held under rcpurc 1ase agreements. ... 54 73 137 ¢ 1] 480 148 251 1] 51
8  Acceptances...... .................... 0 0 0 ¢ (] 0 0 ] 0 0
9 Loans .... 4,660 3,040 1,567 3,164 1,844 3,537 2,002 1,200 784 1,167
10 Float ...l 829 1,499 1,203 1,331 1,227 2,050 1,203 664 1,606 877
11 Other Federal Reserve assets. 11,715 11,450 11,848 11,284 11,709 11,857 11,647 11,836 12,127 12,122
12 Goldstock ... oo 11,096 11,096 11,095 11,096 11,006 11,096 11,096 11,095 11,095 11,095
13 Special drawing rights cate account . ... 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618
14 ‘Freasury currency outstanding ......... .. 16,3247 16,388 16,453 16,389 16,403 16,418 16,434 16,448 16,462 16,474
ABSORBING RESERVE FUNDS
15 Currency in circulation . ............. ... 178,708 181,720 180,036 181,412 142,813 183,904 182,785 180,592 178,689 177,310
16 Treasury cash holdings ................ .. 490 S11 526 512 s513 513 518 524 528 534
Deposits, other than reserve balances, with
Federul Reserve Banks
17 lle(\suly ............................. 3177 3,406 3,875 3,468 3,669 4,033 3,490 3,463 3,300 4,946
18 Foreign............... .. oo 246 247 219 251 214 258 218 211 223 212
19 Service- rcldlcd balances and adjustments . .. 1,619 1,676 1,961 1,484 1,778 1,878 1,901 1,884 2,074 1,612
520 450 479 441 455 563 429 420 87 574
6,298 6,370 6,200 6,402 6,330 6,284 6,161 6,319 6,222 6,166
22 Reserve balances with Federal
Reserve Banks?.............. . ... ... 21,020 21,648 21,634 20,816 20,351 23,995 23,137 22,500 20,027 20,734
End-of-month figures Wednesday figures
1984 1985 1984 1985
Nov Dec. Jan. Dec. 19 Dec. 26 Jan, 2 Jan. 9 Jan. 16 Jan. 23 Jun. 30
SUPPLYING RESERVE FUNDS
23 Reserve Bank credit .. ... ... ... ... 182,391 186,384 177,890 184,171 184,771 195,169 182,282 185,645 178,913 179,161
24 U.S, government sceurities! . oo 187,774 160,850 154,558 159,237 161,529 165,965 160,714 163,153 156,03¢ 155,418
25 Bought outright . .................... 157,774 159,223 154,555 159,237 161,529 158,616 160,187 158,733 156.030 155,418
26 Held under repurchase agreements. ... H 1,627 [¢] 0 0 7,349 527 4,420 {0 4]
27 Federal agency obligations . ............ 8,389 8,777 8,389 8,389 8,389 9,099 8,485 4,644 8,389 §,389
28 Boughtoutright . .............. ... ... 8,389 8,389 8,389 8,389 8,389 8,389 8,389 8,389 8,389 8,389
29 Held under rcpurchusc agreements . . .. 1] 388 1] 0 0 710 96 255 0 0
30 Acceptances.......... ... { 4] 0 0 0 0 0 0 [t 0
31 Loans 5,073 3.577 2,139 3,514 2,423 6,347 1,437 1125 764 1,910
320 Float.. ..o . - 16 833 502 1,067 436 1,775 -9 584 1,661 1,120
33 Other Federal Reserve assets. ..., 11,175 12,347 12,305 11,564 11,994 11,983 11,737 12,139 12,069 12,324
34 Goldstock ... 11,096 11,096 11,005 11,096 11,086 11,096 11,096 i1,095 11,095 11,095
35 Special drawing rights certificate account 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618
36 Treasury currency outstanding ........... 16,36(V 16,418 16,476 16,401 16,4157 16,432 16,446 16,460 16,474 16,476
ABSORBING RESERVE FUNDS
37 Currency in circulation .. ... .......... .. 179,5117 183,796" 177,569 182,020 183,768 184,119 181,904 179,800 178,161 177,29
38 ‘Treasury cash holdings .. .......... . 500 513 535 S13 511 513 S25 527 534 535
Deposits, other than reserve balances with
Federal Reserve Banks
39 Freasury . 2,216 5,316 5,349 3,646 3,587 3,057 4,195 3,331 4,399 2,963
40 Foreign........ 392 253 244 272 182 247 249 198 224 238
41 Service-related balances 1,254 1,126 1,164 1,135 1,126 1,126 1,146 1,143 1,158 1,157
42 Other ... 447 867 560 416 566 745 393 421 366 650
43 Other Federal Reserve liabilities and
capital .. 6,347 5,952 5,964 6,155 6,133 6,219 6,134 6,208 5,972 5,956
44 Reserve balances with Federal
Reserve Banks?. ... 23,798 20,693 18,694 22,129 21,027 31,289 19,896 26,190 20,286 22,560

I, Includes securities loaned-—fully guarantecd by U.S government securities
pledged with Federal Reserve Bauks —and excludes (it any) securities sold and

scheduled to be bought back under matched sale-purchase transactions.

2. Excludes required clearing balances and adjustments to compensate for

float.

Nore. For amounts of currency and coin held as reserves, see table 112,



1.12 RESERVES AND BORROWINGS

Millions of dollars

Money Stock and Bank Credit A5

Depository Institutions

Monthly averagest
Reserve classification 1982 1983 1984 1984 1985
— o
Dec. Dec Dec.” Juiy Aug. Sept. Oct., Nov. Dee.” Jau.
1 Reserve balances with Reserve Baoks! ... .. 0. 24 939 21,1387 21,738 19,8917 19,270 20,143 20,009 20,8437 21,738 21,579
2 Tota) vault cash?. .. .. 120392 | 20,755 | 22,316 | 20,134 | 2188 | 21232 | 20875 | 20827 | 220316 | 237044
3 Vault cash used to satisty reserve n,qunumcnts1 | 17,049 17,908 18,958 17,579 17,995 17,900 18,413 18,958 18,958 19,547
4 Surplus vault cash? 3,343 2,847 3,358 3,558 3,694 3,333 3,462 3,358 3,358 3,497
5 Total reserves®. 41 853 38,894 40,696 37,471 37,264 38,0437 38,5120 39,235 40,696 41,126
6 Required reserv 41,353 38,333 39,843 36,8587 36,5757 37,4157 37,8927 38,5427 39,843 40,377
7 Excess reserve balances at Reserve Banks® ..., .., S00 561 853 613 689" 6287 6200 6937 851 749
8 Total borrowings at Rescrve Banks. .............. 697 774 3,186 5,924 8,017 7,242 6,017 4,617 3,186 1,395
9 Seasonal borrowings at Reserve Banks ....... .. 33 96 113 308 346 319 299 212 113 62
10 Extended credit at Reserve Banks?. . ... ....... 187 2 2,604 5,008 7,043 6,459 5,057 3,837 2,604 1,050
Biweekly averages of daily figures tor weeks ending
1984 1985

Sept. 26 | Oct. 10 | Oct. 24 Nov. 7 | Nov. 21 Dec. 5 Dec. 19 Jan. 2 Jan. 16 Jan. 30

11 Reserve bulunces with Reserve Banks' ..., .. 20,038 20,406 19,617 20,566 20,734 21,184 21,584 22,17
12 Total vault cash? ... ... . ... i 20,043 20,421 19,629 20,577 20,7487 21,196 21,5967 22,1297 22,819 20,379
13 Vault cash used to satisfy reserve requirements? 18,232 18,221 18,784 17,949 18,661 18,320 18,547 19,701 22,089 23,828
14 Surplus vault cash? ... ... ..o o 3,290 3,350 3,545 3,456 3,456 3,385 3,120 19,7037 19,002 19,995
15 Total reservess. ... ... 38,2757 | 38,6420 | 38,41 38,5260 | 39,409 39,5167 | 40,1437 | 41,832 | 41,820 40,374
16 Required reserves .. .. 37,744 37,723 37,984 37,949 38,800 38,602 39,617 40,6257 41,187 39,590
17 Excess reserve balances at Reserve Bankst ... 5310 919" 4287 s 61Y 914 hylig 1,207 634 785
18 Total borrowings at Reserve Banks.......... ... .. 7,110 6,165 6,234 5,373 4,476 4,251 3,231 2,691 1,631 976
19 Seasonal borrowings at Reserve Bunks . 328 315 305 265 204 184 115 81 S8 63
20 Extended credit at Reserve Banks? ... ..., .. 6,369 5,147 5,431 4,184 3,888 3,488 2,774 2,038 1,371 593

1. Excludes required clearing balances and adjustments to compensate for
float.
2. Dates refer to the maintenance periods in which the vault cash can be used to

satisfy reserve requirements.

Under contemporaneous reserve requirements,

maintenance periods end 30 days atter the lagged computation periods in which
the balances are held.

3. Equal to all vault cash held during the lagged computation period by
institutions having required reserve balances at Federal Reserve Banks plus the
amount of vault cash equal to required reserves during the maintenance period at
institutions having no required reserve balances.

4. Total vault cash at institutions having no required reserve balances less the
amount of vault cash equal to their required reserves during the maintenance
pulod
Total rescerves not adjusted tor discontinuities consist of reserve balinces

wuh Federal Reserve Banks,
adjustments to compensate tor tloat,

which exclude required clearing balances and
plus vault cash used to satisty reserve

requirements. Such vauit cash consists of all vault cash held during the lagged

1.13 FEDERAL FUNDS AND REPURCHASE AGREEMENTS

Averages of daily figures, in millions of dollars

computation period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

6. Reserve balunces with Federal Reserve Banks plus vault cash used to satisty
reserve requirements less required reserves.

7. Extended credit consists of borrowing at the discount window under the
terms and couditions established for the extended credit program to hielp
depository institutions deal with sustained liquidity pressures. Because there is
not the same need to repay such borrowing promptly as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
similar to that of nonborrowed reserves.

8. Before February 1984, data are prorated monthly averages of weekly
averages; beginuing February 1984, data are prorated monthly averages of
biweekly averiges.

NoTE. These data also appear in the Bourd’s H.3 (502) yrelease. For address, see
inside front cover.

[Large Member Banks!

1984 and 1985 week ending Monday
By maturity and source = - - " —r g —
Dec. 24 Dec. 31 Jan. 7 Jan. {4r Jan. 21 Jan. 28 Feb. 4 Feb. 11 Feb. 18
One day and continuing contract
I Commercial banks in United States ............ Ceaa 59,435 60,203 67,554 63,965 60,571 56,740 60,129 61,339 61,529
2 Other depository institutions, foreign bunks and foreign
oflicial institutions, and U.8. governmient agencies . 28,916 27,176 27,539 28,694 27,149 27,503 29,148 30,114 29,116
3 Nonbank securities dealers. . .. 5,536 5717 5,796 6,264 7 ?‘)() 8.643 8,335 7,484 8,404
4 Allother ... ... . 22,712 24‘58() 26,963 26,337 26,087 28,150 28,217 28,931 30,655
All other maturities
5 Commercial banks in United States ..., e 11,312 11,462 8,513 8,298 8,652 7,475 7.644 8,178 8,472
6 Other depository institutions, foreign banks and |
ofticial institutions, and U.S. government agencies . ¥,458 §,440 8,140 ¥.254 8,072 7,315 7,010 7.200 6,981
7 Nonbunk securities dealers. . ... o 6,338 6,190 5,847 7,475 7,503 7,038 6,936 1,534 7.507
8 Allother ... . . 13,919 11,864 8,528 8,599 9 588 7.776 8,241 8,605 8,998
MEeMo: Federal funds and resale agreement loans in
maturities of one day or continuing contract
9 Commercial banks in United States ..o oo L 28,8057 29,370 29,603 29,034 2K,438 28.298 29,604 25,960 28,748
10 Nonbank securities dealers. ... oo L 6,978 6,423 6,390 6,763 5,052 6,538 6,871 4,087 6,137
1. Banks with assets of $1 billion or more as of Dee, 31, 1977,
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1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per annum

Current and previous levels

Extended credit!
Short-term udju.\lmculi credit
reder erve and scasonal credit Lirst 60 days Next W days
PCdcréla;{fhm e of borrowing of borrowing After 150 days Ettective date
E—— T R e B for current rates
Rate on Fiftective Previons Rate on Previous Rate on Previous Rate on Previous
2/26/85 date rate 2/26/85 2/26/85 rile 2/26/8S rate
Boston ......... 8 12/24/84 8y 8 9 9l% o 10Y2 12/24/84
New York . 12/24/84 12/24/84
Philadelphia. . . .. 12/24/84 12/24/84
Cleveland. ... ... 12/24/84 12/24/84
Richmond ...... 12/24/84 12/24/84
Atlanta . ..., 12/24/84 12/24/84
Chicago ........ 12/24/84 12/24/84
St. Louis . 12/24/84 12/24/84
Minneapolis. . . .. 12/24/84 12/24/84
Kansas City ... 12/24/84 12/24/84
Dallas.......... 12/24/84 12/24/84
San Francisco. .. 8 12/24/84 J L% ] 9 9 [ 1042 12724784
Runge of rates in recent years?
R — - e -
Range (o1 F.R. Range (or F.R, Range (or F.R.
Effective date T Lffective date level) - | Bank Iiffective dute lowel) = | Bank
Banks N.Y. Banks NY. Banks N.Y.
In effect Dec. 31, 1973 ... ... T iz 1978— July 7-7Va TVa 1981- - May 13-14 14
1974— Apr. 25 748 8 Va4 TVa 14 14
8 B Aug. Y4 T4 Nov. 13-14 13
Dec. TYe K T4 Sept. 8 ¥ 13 13
7Y T4 Oct. 8.8 8l Dec. 12 12
8 ga
1975 Jan. TVa 1% e Nov. 814-9V2 9Vy 1962 -July 20 ........... Pye-12 11
TVYa-TYs I 9ih 9V 23 11 1
TVa Vs Aug. 2 ... 1811 11
Feb. OYa-TY4 6Ys 1979- - July 10 3 13 11
64 (371 Aug, 10--10Y2 10V 16 ... 10Y> [
Mar. 6Va-6Ys 6Va 10 1 27 10 10V 10
6Ys 6Va Sept. oY 11 nl 0 ... 10 10
May 6 6V 6 ; 11 1 Oct, 12 ..., DIz} 9is
6 [0 Oct. 11-12 12 | I 9y i
12 12 Nov. 22 ... ... ... 9-9Y> 9
1976- — Jun. St S 9 Y
N7 51 1980- - Feb. 12-13 I Bec. L] 9
Nov. Sha Sy SV 13 13 89 o
SVa Rz May ? 12-13 13 80 8
k 12 12
1977-— Aug. 30 ... . Sba-5¥ SVa June 1-12 11 1984 - Apr. 9 ... 89 9
3 SV 5%y SVa 1 11 | B R 9 9
Sept. 2 ............. 5Y4 5% July 10-11 0 Nov. 21 ... ... 849 8y
Oct, 26 ............. [ 6 10 10 26 ..., 8 8V
Sept. 11 11 Dec. 24 ..., .. 8 R
1978—Jan. 9 ... 6612 (YA Nov. 2 12
2 62 6l Dec. 12--13 K}
May 6Y-7 7 13 13
7 7 in eftect Feb, 26, 1985 b 8

1. Applicable to advances when exceptional circumstances or practices involve
only a particular depository institution and to advances when an institution is
under sustained liquidity pressures. As an aiternative, for loans outstanding tor
more than 150 duys, a Federal Reserve Bank may churgc a flexible rate that takes
into account rates on market sources of funds, but in no case will the rate charged
be less than the basic rate plus one percentage point. Where credit provided to a
particular depository institution is anticipated to be outstanding for an unusually
prolonged period and in relatively large amounts, the time period in which each

rate under this structure is applied may be shortened, See section 201.3(b)(2) of

Regulation A.
2. Rates for short-term adjustment credit. For description and carlier data see
the following publications of the Board of Governors: Bunking and Monetary

Statistics, 19141941, and 1941-1970; Annual Statistical Digest, 19701979, 1980,
1981, and 1982,

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term
adjustment credit lmuuwmp by institutions with deposits of $500 million or more
that had borrowed in successive weeks or in more than 4 weeks in a calendn
quarter. A 3 percent surcharge was in etfect from Mar, 17, 1980, through May 7,
1980, There was no surcharge until Nov. 17, 1980, when a 2 percent surcharge was
adopted; the surcharge was subseyuently raised to 3 percent on Dec. S, 1980, and
to 4 percent on May S, 1981, The surcharge was reduced to 3 percent effective
Sept. 22, 1981, and to 2 percent effective Oct. 12, As of Oct. |, the formula tor
applying the surcharge was changed from a calendar quarter to a moving 13-week
period. The surchurge was climinated on Nov. 17, 1981,




1.15

Percent of deposits

Policy Instruments A7

RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Meniber bank requirements

Depository institution requirements

- . ) betore implementation of the after implementation of the
Fype of deposit, and Monetary Control Act Type of deposit, and Monetary Control Acto
deposit interval . o L deposit interval® o o B
-
Percent Eftective date Percent Eftective date
Net demand? Net transaction accounts?*
$0 million-$2 million. . 7 12/30/76 $0-329.8 million. ... ... .. oL 3 1/1/85
$2 million-$10 mitlion . (%] 12/30/76 Over $29.8 million. . .. ................. 12 1/1/45
$10 million-$100 million. ................. HY 12/30/76
$100 million-$400 mion. . ............... 124% 12130470 Nonpersonaf time deposits”?
Over $400 million ... ... .. 16V4 12/30/76 By original maturity
lessthan W years. . ... ... ... 3 1/6/83
Time and savirngs > IV years ormore ... ... L 0 1/6/83
SUVINES .o 3 3/16/67
Eurocurrency liabilities
Time? Alltypes .. ... 4 FH/14/80
30 million—$5 million, by maturity
301479 days oo 3 3/16/67
180 days tod years .. ... 20 1/8/76
AYEArS O MO L. i 10/30/75
Over $5 million, by maturit
30-179 days .. . 6 12/12/74
180 days to 4 y 2 1/8/76
4 years or more 1 10/30/78

1. For changes in reserve requirements beginning 1963, see Board’s Annual
Statistical Digest, 1971--1975, and for prior changes, see Bn.ud s Annual Repart
for 1976, table 13. Under provisions of the Monetary Control Act, depository
institutions include commercial banks, mutual savings banks, savings and loan
associations, credit unions, agencies and branches of toreign banks, and Edge Act
corporations,

2. Requirement schedules are graduated, and cach deposit interval applies to
that part of the deposits of each bank. Demand deposits subject to reserve
requirements were gross demand deposits minus cash items in process of
collection and demand balances due from domestic banks.

The Federul Reserve Act as amended through 1978 specitied ditferent ¢
requirements for reserve city banks and for other banks. Reserve cities
designated under a criterion adopted effective Nov. 9, 1972, by which o bank
having net demand deposits of more than $400 million was considered 10 have the
character of business of a reserve city bank. The presence of the head oftice of
such a bank constituted designation of that place as a reserve city, Cities in which
there were Federal Reserve Banks or branches were also reserve cities, Any
banks having net demand deposits of $400 million or less were considered to have
the character of business of banks outside of reserve it und were permitted to
waintain reserves al rativs set for banks not in reserve

Effective Aug. 24, (978, the Regulation M reserve rcqmruncmx on aet balances
due from domestic h”ml\\ to their foreign branches and on deposits that foreign
branches lend to U.S. residents were reduced to zero from 4 percent and 1 pereent
respectively. The Regulation D reserve requirement of borrowings tfrom unrelated
banks abroad was also reduced to zero from 4 percent.

Effective with the reserve computation period beginning Nov. 16, 1978,
domestic deposits of Lidge Lorpumlumx were subject to the same reserve
rL‘quncmcnls as deposits of member banks.

. Negotiable order of withdrawal (NOW) accounts and time deposits such as
(Th stmas and vacation club accounts were subject to the same reginrements is
savings deposits.

The averuge rescrve requirement on savings ad other time deposits before
mlpleennuun of the Monetary Control Act had to be at feast 3 pereent, the
minimum specified hy law.

4. Effective Nov. 1978, a supplementary reserve requirement of 2 percent
was imposed on l(ngc time deposits of $10,000 or more, obligutions of affiliates,
and ineligible acceptances. ‘This suppluncnhnv requirement was eliminated with
the maintenance period beginning July 24, 1980

Effective with the reserve maintenance pumnl beginning Oct. 25, 1979,
marginal reserve requirement of ¥ percent was added 1o managed fiabilities m
excess of a busu amount. This marginal requirement was increased to 10 percent
beginning Apr. 3, 1980, was decreased 1o 5 percent beginning June 12, 1980, and
wits eliminated hbgmnmg July 24, 1980. Managed liabilities are defined as large
time deposits, Eurodollur borrowings, repurchase agreements against U.S.
government and federal agency securities, tederal funds borrowings from non-
member institutions, and certain other obligations. In general, the base for the
marginal reserve requiremment was otiginally the greater of (a) $100 million or (b)
the average amount of the m‘mdgul labilities held by a member bank, Fdge
corporation, or family of U.S, branches and agencies ot a foreign bank for the two
reserve computation perivds ending Sept. 26, 1979, For the computation period
beginning Mar. 20, 1980, the base was towered by (a) 7 percent or (b} the decrease
in an institution's U.S. oflice gross loans to foreigners and gross balances due

from foreign offices of other institutions between the base period (Sept. 13-20,
1979) and the week ending Mar. 12, 1980, whichever was greater. Yor the
computation prriod beginning May 29, 1980, the base was increased by 7%

percent above the base used to caleulate the marginal reserve in the statement

week of May 14-21, 1980, In addition, beginning Mar. 1980, the base was
ruluu.d to the extent that toreign lu..m\ and balances du.lme(

The Garn-St Germain Depository Institutions Act of 1982 (Publu law 97--
120) provides that $2 million of reservable liabilities (transs
nonpersonal time deposits, and Lurocurrency liabilities) of m:h depository
nstitution be subject to a zero percent reserve requirement. The Board is to adjust
the amount of reservable liabilities subject to this zero percent reserve reguire-
ment cach year for the next succeeding calendar year by 80 percent of the
pereentage increase in the total reservable liabilities of all depository institutions,
meastred on an annuad basts as of June 30. No corresponding adjustment is to be
made in the event of a decrease. Lllective Dec. 9, 1982, the amount of the
exemption was established at $2.1 million, Elfective with the reserve maintenance
period beginning Jan. I, 1985, the amount of the exemption is $2.4 million. In
determining the reserve requirements of a depository institution, the exemption
shall apply in the following order: (1) nonpersonal money market deposit accounts
(MMDAS) authorized under 12 CFR section 1204.122; (2) net NOW accounts
{(NOW accounts less allowable deductions); (3) net nlhcr transaction accounts,
and (4) nonpersonal time deposits or Eurocurrency liabilities starting with those
with the highest reserve ratio. With ect to NOW accounts and other
transaction accounts, the exemption applies only to such accounts that would be
subject 1o a 3 pereent reserve reqguirement.

6. For nonmember banks and thrift institutions that were not members of th
Federal Reserve System on or after July 1, 1979, u phasc-in period ends Sept.,
1987, For banks that were members on or after July |, 1979, but withdrew on m
before Mar, 31, 1980, the phase-in pertod cstablished by Public Law 97-320 ¢nds
on Oct, 24, 1985, For existing member banks the phase-in period of about three
years wis u)mplt ted on Feb. 2, 1984, All new institutions will have a two-year
phase-in beginning with the date that they open for business, except tor those
stitutions that have total reservable fabilities of $3¢ nullion or more.

7. Transaction accounts include all deposits on which the account holder is
permitted 0 make withdrawals by negotiable or transferable instruments, pay-
ment orders of withdrawal, and telephone and preauthorized transters (in excess
of three per mouth} tor the purpose of muking payments to third persons or others.
However, MMDASs and similar accounts offered by institutions not subject 10 the
rules of the Depository Institutions Deregulation Committee (DIDC) that permit
o more than six preanthonzed, automatice, or other transfers per month of which
no more than three can be checks—are not transaction ounts (such accounts
uu savings deposits subject to time deposit reserve requiremients.)

The Monetary Control Act of 1980 requires that the amount of transaction
dcumms against which the 3 percent reserve requirement applies be moditied
annually by 80 percent of the percentage increase in transaction accounts held by
all depository institutions determined as of June 30 each year. Effective Dec. 31,
1981, the amount was increased accordingly from $25 million to $26 million:
etfective Dec. 30, 1982, to $26.3 million; eflective Dec. 29, 1983, to $28.9 million;
and effective Jun. 1, 1985, to $29.8 million.

9. In general, nonpersonal time deposits are time deposits mcludmg savings
deposits, that are not transaction accounts and in which a beneficial interest is
held by o depositor that is not a natural person. Also included are certain
transterable time deposits held by natural persons, and certain obligations issued
to depository institution offices located outside the United States. For details, see
section 204.2 of Regulation 1),

NoTk. Required reserves must be held in the form of deposits with Federal
Reserve Banks or vault cash. Nonmembers may maintain reserve balances with a
Federal Reserve Baok indirectly on a pass-through basis with certain approved
tnstitutions.,
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1.16 MAXIMUM INTEREST RATES PAYABLE on Tine and Savings Deposits at Federally insured Institutions®
Percent per annum
. T L Savings and foun associations and
Commercial banks mutual savings banks (thrift institutions)!
. . X In eltect Feb, 28, 1985 In effect Feb. 28, 1985
Type of deposit n R S o
Percent Eftective date Percent Effective date
VIS e e sk 11184 b Y
2 Negotiable order of withdrawal accounts .. i Sba 12/31/80 S 12/31/80
3 Negotiable order of withdrawal accounts of fbl G ormore” ... oo 1883 1/5/83
4 Money market deposit account? ... &) 12/14/82 &) 12/14/82
Time accounts by maturity
5 7-31 days of less than S1, ()00‘ .......................................... hUA 1/1/84 A 971782
6 731 days of $1,000 or more? ... RN o RN N 1/5/83 1/5/83
7 More than 31 days ..o e | e 0/183 0 1O/1/83

. Effective Oct. 1, 1983, restrictions on the maximum rates of interest payable
by Lommercml banks and thrift institutions on various categories of deposits were
removed. For information regarding previous interest rate ceilings on all catego-
ries of accounts see earlier issues of the FEDERAL RESERVE BULLETIN, the
Federal Home Loan Bank Board Journal, and the Annual Report of the F ederal
Deposit Insurance (m,mrulmn hefore November 1983,

2. Lffective Dec. 1, 1983, IRA/Keogh (HRIO) Plan accounts are not subject to
minimum deposit lcquncmcnts Eftective Jan. 1, 1985, the minimom denomina-
tlon uqmremerll was lowered from $2,500 to ‘bl L000.

Effective Dec. 14, 1982, depository institutions are authorized to offer a new
uccnum with a rcquircd initial balunce of $2,500 and an average maintenance
balance of $2,500 not subject to interest rate restrictions. Effective Jan. 1, 1985,

the minimumn denomination and average maintenance balance requirements was
lowered to $1,000. No minimuni maturity period is required for this account, but
depository institutions must reserve the right to require seven days notice before
withdrawals. When the average balance is less than $1,000, the account is subject
to the maximum ceiling rate of interest for NOW accounts; compliance with the
average balance requirement may be determined over a period of one month,
Depository institutions may not guarantee a rate of interest for this account for a
period longer than one month or condition the payment of a rate on a reguirenient
that the funds remain on deposit for longer than one month.

4. Effective Jan. 1, 1985, the minimum denomination requirement was lowered
from $2,5040 to $1,000, Deposits of less than $1,000 issued to governmental units
continue to be subject to an interest rate ceiling of 8 percent.
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17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS

Millions of dollars

Policy Instruments A9

Type of transaction

1
2
3
4

E X I

24

2

N
=4

30

2

33
34

3

>

e
=

T T T

U.S, GOVERNMENT SECURITIES

Outright transactions (excluding matched
transactions)

Treasury bills
Gross purchases ... o oo oo
Gross sales . .. .
Exchange .............
Redemptions . ............. ...

Others within | year
Gross purchases ... oo
Gross sales . .............. ..
Maturity shift. ...
Ixchange . .
Redemptions ................. ...

1105 years
Gross purchases ........
Gross sales . ... .. .
Maturity shift............. ..
Exchange ... o

S0 1 years
Gross purchases ..o oo
Gross sales ...
Maturity shift. . ...... ..
Exchange ... ... oo i

Over 10 years
Gross purchases ... oo
Gross sales . ..
Maturity shift
Exchange ... . .o

All maturities
Gross purchases ... ool o
Gross sales . ... ... L. .
Redemptions ...

Matc

Gross purchases ..o

Repurchase agreements
Gross purchases ..o oo
Gross sales oo

Net change in U.S. government securities. ... ..
FEDERAI AGENCY OBLIGATIONS
Outright transactions
Gross purchases .. ..

Gross sales ... ... . ..
Redemptions ...

Repurchase agreements
Gross purchases ...
Gross sales ..o o

Net change in tederal agency obligations ... ..
BANKERS ACCEPTANCES

churchusc agregients, net. oo

1,702
0

10,299
10,117

--3,495

16,690
6,769
1,816

589,312
589,647

79,920
18,733

9,626

13,320
{3,576

130

—~582

Total net change in System Open Market
Account .. ... ...

9,175

1982

17,067
8,369
0

3,000
312

0
17,295
-14,164
i

1,797

0
-14,524
11,804

388

0
2,172
2,128
307

0

<601
234

19,870
8,369
3,000

543,804
543,173

130,774
130,286

8,358

0
0
189

18,957
18,638
130

1,285

9,773

1983

18, K88
1,420
)
2,400

484

0

18,887
16,553
87

1,896
0
15,533
11,641

890

0
2,450
2,950

383
0
94
1,962

22,540
3,420
2,487

578.591
576,908

105,971
108,291

12,631

- 1,062

10,897

June

801
0
)
801

0
0
1,069
0

0
- 1,069
0

\}
0

0
0

0

80
0

61,017
61,331

23,298
26,460

- 2,047

1984

July Aug. Sept, Oct, Nov, Dec.
[\ 187 3,249 507 4,463 3,410
897 1,49] 71 1,300 0 0
0 Y 0 { ) Q
600 ROO 0 2,200 0 [}
[\] 0 600 0 146 182
0 4] 0 0 0 O
428 3811 872 896 1,348 771
2.606 2,274 0 1,497 3,363 - 966
4] @ [t 4] Q 14
1] [} 0 V) 830 0
1] ] 0 { V] [¢]
345 3,811 - 872 896 594 T
2,606 1,443 Q 1,497 1,763 966
0 Q [ 4] 318 !
0 0 0 1] 4] 0
83 52 4] 0 . X 0
1] S0 0 0 850 0
b} 0 0 0 164 0
0 0 0 0 0 0
0 --52 0 0 - 49 0
0 332 0 0 750 0
0] 0 3,849 507 5,938 3,599
87 187 71 1,300 0 0
(L0 800 0 2,200 0 0
81,799 79,087 52,893 89,689 51,904 63,674
81,143 78,842 55,716 85,884 55,516 61,537
14,830 4,992 26,040 1] 12,063 3,488
14,830 166 30,867 { 12,063 2,261
2,154 2,478 1,835 6,798 4,549 3,080

|

0 0 0! 0 0 0
Y ) 0 0 [} 0
1 5 1 14 90 0
PAT 381 3,743 0 6H98 506
958 12 4,112 U 98 1"y
| 364 - 370 14 90 388
0 0 4] Y 0 [
--2,185 2,842 1,465 —6,811 9,459 3,468

NoTe: Sales, redemptions, and negative figures reduce holdings of the System
Open Market Account; all other figures fncrease such holdings. Details may not
add to totals because of rounding.
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1.18 FEDERAI. RESERVE BANKS Condition and Federal Reserve Note Statenients

Millions of dollars

Wednesday End of month
Acconnt 1985 1984 985
Jan. 2 Jan. 9 L Jan. 16 Jan, 24 Jan. 30 Nov, Dec. Jan.
Consolidated condition statement
T T T —]— e e —
ASSETY
1 Gold certificate account. ... ... oo 11,096 11,006 [1,095 11,008 11,095 11,096 1,006 11,095
2 Special drawing rights certificate account 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618
3 COM. 430 434 457 476 495 451 436 497
Loans
4 To depository institutions . ... oo 6,347 1,437 1,128 764 1,910 5,073 3,577 2,139
S Other. .o 0 0 0 Q O 0 0 4]
Acceptances—Bought outright
6 Held under repurchase agreenments ... .00 0 4] 0 0 0 0 V] 1
Federal agency obligations
7  Boughtoutright ......... ... .. .. ... 8,389 8,349 8,389 8,389 8,389 8,389 §,389 8,389
8 Held under repurchase agreentents ... 710 96 255 0 0 0 348 1]
U.S. government sccurities
Bought outright
9 Bills ..o 70,428 71,999 70,545 67,942 67,330 69,764 71,035 66,467
10 Notes......... ... 65,237 65,237 65.237 65,137 65,137 65,055 65,237 65,137
11 Bonds .............. 22,951 22,951 22,951 22,951 22,951 22,951 22,951 22,951
12 Total bought outright! 158,616 160,187 158,733 156,030 155,418 157,770 159,223 154,555
13 tleld under repurchuse agy . 7,349 527 4,420 4 0 ] 1,627 0
14 Total U.S. government securities ... oo 165,965 160,714 163,153 156,030 155,418 157,770 164,850 154,555
15 Total loans and securities .. ........... .. .. .. ... .. 181,411 170,636 172,922 165,183 165,717 171,232 173,204 165,083
16 Cash items in process of collection. ... ... 8,209 6,367 8,547 8,859 7,205 6,237 5,498 6,161
17 Bank premises . ... e 569 570 570 563 70 565 S68 570
Other assets
18 Denominated in foreign currencies?. ... ... ... 3,599 3,601 3,604 3,613 3,642 3,648 3,597 3,631
19 Allother® ... ... . .. . 7,815 7,566 7,965 7,893 8,112 6,962 8,167 8,104
20 Total mssets. . ....... ... .. ... ... e 217,747 204,888 209,778 202,300 201,454 204,809 207,184 199,754
Liapnrries
21 Federal Reserve notes ... .. o oo 168,630 166,417 164,324 162,697 161,845 164,102 168,327 162,128
Deposits
22 To depository institutions .. .. .oovo e 32,415 21042 27333 21,444 23717 25,052 21818 19,858
23 U.S. Treasury-- General account. .. 3,057 4,195 3,331 4,399 2,963 2,216 8306 5,344
24 Foreign--Official accounts ... ... 247 249 198 224 238 392 253 244
25 Other. ..o 748 393 421 366 650 447 865 560
26 Total deposits .. ... ... . 36,464 25,879 31,283 26,433 27,568 28,107 2K,252 26,011
27 Deferred avallability cash stems. ... ..o L 6,434 6,458 7,963 7,198 6,088 6,253 4,653 5,659
28 Other ligbilities and accrued dividends ... . 2.874 2,564 2,625 2,366 2,359 2,682 2,700 2,158
29 Total limbilities .. ... . ... . 214,402 201,318 206,195 198,694 197,857 201,144 203,952 196,150
CAPITAL ACCOUNTS
30 Capital paidin....... 1,627 1,629 1,630 1,635 1,635 1,620 1,626 1,639
31 Surplus ..o .. 1,626 1,626 1,626 1,626 1,626 1,465 1,626 1,626
32 Other capital accounts ... oo oo 92 315 327 345 336 580 0 344
33 Total liabilities and capital necounts ... ..., 217,747 204,888 209,778 202,300 201,454 204,809 207,184 199,759
34 MeMo: Marketable U.S. government securities held in
custody for foreign and international account ., ., .. 120,283 115,985 118,182 116,635 116,856 117,949 122,134 116,649
Federal Reserve note statement
35 Federal Reserve notes outstanding . . 193,687 193,632 193,845 193,812 193,598 193,727 193,867 193,440
36 1.Ess: Held by bank ... .. 25,057 27,215 29,521 3L1I1S 31,753 29,625 25,540 31,318
¥ Federal Reserve notes, net ..o 168,630 166,417 164,324 162,697 161,845 164,102 168,327 162.125
Collateral held against notes net:
38  Gold certificate account. ... 11,006 11,096 11,098 11,095 11,005 11,096 11,096 11,095
39 Special drawing rights certificate account ... ..., ., 4,618 4,618 4,618 4.618 4,618 4,618 4,618 4,618
40 Other eligible assets ... 0 i} 0 4} 0 0 0 0
41 U.S. government and agency seeurities ..., 152,916 150,703 148,011 146,984 146,132 148,388 152,613 146,412
42 Total collaternl. . ....... ... .. ... ... ... ... 168,630 166,417 164,324 162,697J 161,845 164,102 168,327 L 162,125
L. dncludes securities loaned— fully guaranteed by U.S. government securities 4. Includes exchange-translation account reflecting the monthly revaluation at
pledged with Federal Rescrve Banks~-and excludes (it any) securities sold and miarket exchange rates of toreigu-exchange commitments.
scheduled to be bought back under matched sule-purchase transactions.
2. Assets shown in this line are revalued monthly at market exchange rates. NoTe: Some of these data also appear in the Board's H.4.1 (503) release. Loy
3. Includes special investment account at Chicago of ‘Treasury bills maturing address, see inside front cover.

within 90 days.



Federal Reserve Banks

All

119 FEDERAL RESERVE BANKS  Maturity Distribution of Loan and Security Holdings
Millions of dollars
Wednesday End of month
Type and malurily groupings 1985 [984 198RS
R T E s B B S
Jan. 2 Jan. 9 Jan. 16 Jan. 23 Jan. 30 Nov. 30 Dec. 31 Jan. 31
- - ~ VPRI S O — ﬂ)»—»ﬁ\f—-f —F - - g —
I Louns—"Total ... .. 6,347 1,437 1,125 764 1,910 5.073 3,577 2,139
2 Within 15 days. . 6,317 1,399 100 752 1,905 5,004 3,547 2,128
3 16 dayys to 90 d: 3 38 25 12 hi 69 30 14
4 91 daysto | yewr [ 0 0] 0 0 0 1] 0
5 Acceptances Total 0 0 i 0 [} 0 i §
6 Within 18 days. . - )] Q 4] 0 [{] 0 0 8]
716 days to Y days L. 0 0 0 0 0 0 [t} 0
8 Yldaystobyear ... ... 0 0 0 4 0 4] 0 0
9 U.S, government scamnitios- Total .o o 165,965 160,714 163,153 156,030 155418 157,770 160,850 154,555
10 Within IS dayst oo o 10,565 5,763 ¥,434 3,994 3,479 4,892 3,249
11 16 days to 90 days ..o o 36,200 35,586 35,476 35,296 34,846 34,871 32,498
12 9l daysto d year........ . 47,795 47,960 47 838 45,438 45,788 46,797 47,474
13 Over ] yearto Syears..o..... . 37,072 37,072 37,072 37072 37,072 36,877 37,072 37,101
14 Over 5 years 10 10 years ... 14,100 14,100 14,100 4,(XX) 14,000 14,100 14,100 14,000
IS Over W0 vears. ..o 0o o e 20,233 20,233 20,233 20,233 200,233 20,233 20,233 20,233
16 Federal ageucy obligations: Total. oo oo 9,099 8,485 8,644 §,389 8,389 8,389 8771 8,389
17 Within [Sdays!. ... ... .. 60 171 288 89 97 226 575 97
I8 16 days to Y days ..o 643 618 630 625 ] 473 S21 755
19 9l days to I year. ..., 1,704 1,701 1,681 1,702 1.718 1.727 1,665 1,644
20 Over | year to S years ... 4,329 4,329 4,367 4,328 4,248 4,334 4,350 4,248
21 Over S years 1o 10 years . . . 1,267 1,267 1,279 1,246 1,246 1.230 1,267 1,240
220 Over B years. . oo L 399 399 399 399 399 399 399 9y

. Holdings under repurchase agreements are classified as maturing within 15 days in accordance with maximiin maturity of the agreements,
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1.20  AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE
Billions of dollars, averages of daily figures
19847 1985
Ite 1981 1982 1983 1984 | e |
tent Dees | Decr | Dec. | Decs
June July Aug. Sept. Oct. Nov. Dec. Jan.
Seasonally adjusted
ADIUSTED FOR
CHANGES IN RESERVE REQUIREMENTS! - T*‘ T - 77 ]—“ f”[*f —
| Totul reserves? . 32.10 34280 3s.14 R.7 38.29 38241 3839 38147 3776 3811 387 39.72
2 Nonborrowed reser 31.46 33.65 35.36 35.52 34.99 32.32 30.37 30.90 31.74 33.50) 38.52 38.32
3 Nonborrowed rese 31,61 33.83 37 38.13 36.861 37.32 37.41 37.36 36.80 37331 38.13 39.37
4 Required reserves . 31,78 33.78 35.58 37.46 37.52 37.63 37.70 37.52 37.14 37.42| 37.86 3897
5 Monetary based ... IS8.10] 170.14 | 185.491 198.74 | 193.98 | 194.62 | 195.78 1 196.25] 196,18 | 197.43| 198.74 | 200.07
- T —— | I,
Not seasonally adjusted
—_— r,;,‘_ - [
6 Total reserves? ... ... ... L 32.82 35.01 36.86 40.13 37.80 37.88 37.70 37.88 37.95 38690 40,13 40.71
7 Nonborrowed reserves. ..o o oo 32.18 34,371 36.09| 3694 34507 31,93 20.68 | 30.64 31.94 34071 36.94( 3931
8 Nonborrowed reserves plus extended credit! 32331 34561 36.09] 39.55| 3637 3694 3672 37.10| 36991 37.91| 39.55! 40.36
9 Required reserves... ... ..., s 32.50 14.51 36.30 39.28 37.03 37.24 37.01 37.25 37.33 37.99 39.28 39.96
10 Monetary baset .. ... ... .. 16094 | 17317 | 18876 202.02] 194.25] 19590 196.11 ] 196.07 ] 196.13] 198.22| 202.02 [ 200.93
NOT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS®

11 Total reserves? .. ... ... ....ooi it i 41.92 41.85] 38.89 40.70 3783 3147 37.26 | 38.04 38.51 39.23(  40.70| 41.13
12 Nonborrowed reserves. ... ... 41.29 41.22 38.12 37.51 34.23 31.55 29.25 30.80 32.50 34621 3751 39.73
13 Nonborrowed reserves plus extended credi 41.44 41.41 38.12 40.09 36.23 36.39 36.29 37.29 37.37 38.54f 40,09 40.88
14 Required reserves . . 41.61 41.358 38.33 39.84 36.75 36.86 36.57 37.41 37.89 38.54 39.84 40.38
15 Monetary base? ... 170.47 1 180.52 ) 192.36) 202.59| 193.97] 195.52] 195.68| 196.23| 196.69| 198.77| 202.59| 201.35

{. Yigures incorporate adjustments for discontinuitics associated with the
implementation of the Monetary Control Act and other regulatory changes to
reserve requirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities, the sum of such required
reserves is subtracted from the actual series. Similzn']y, in adjusting for discontin-
vities in the monetary base, required clearing balances and adjustments to
u)mpcnsdtc for float also are subtracted from the actual series.

Total reserves not adjusted for discontinuities consist of reserve balances
wnh Federal Reserve Banks, which exclude required clearing balunces und
adjustments to compensate tor float, plis vault cash used to satisfy reserve
requirements. Such vault cash consists of all vault cash held during the lugged
cumpumlim\ period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

3. Extended credit consists of borrowing at the disconnt window under the
terms and conditions established for the extended credit program to help
depository institutions deal with sustained liquidity pressures. Because there is
not the same need to repay such borrowing prompily as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
simifar 10 that of nonborrowed rescrves,

4. The monetary base not adjusted for discontinuities consists of total reserves
plus required clearing bulances and adjustments to compensate for float at ederal
Reserve Banks and the currency compounent of the money stock less the amount

of vault cash holdings of thrift institutions that is inctuded in the currency
component of the money stock plus, for institutions not having required reserve
balances, the excess of current vault cash over the amount applied to satisty
current reserve requirements. After the introduction of contemporaneous reserve
requirements (CRR), currency and vault cash figures are measured over the
weekly computation period ending Monday.

Before CRR, all components of the monetary base other than excess reserves
are seasonally adjusted as a whole, rather than by component, and excess
reserves are added on a not scasonally adjusted basis. Atter CRR, the seasonally
adjusted series consists of scasonally adjusted total reserves, which include
excess reserves on a not scasonally adjusted basis, plus the seasonally adjusted
currency component of the money stock and the remaining items seasonally
adjusted as a whole.,

5. Reflects actual reserve reqguirements, including those on nondeposit fiabil-
ities, with no adjustments to eliminate the effects of discontinuities associated
with implementation of the Monetary Control Act or other reguiatory changes to
reserve requirenients

Nort. Latest monthly and biweekly figures are available from the Board's
H.3(502) statistical release. Historical data and estimates of the impact on
required reserves of changes in reserve requirements are available from the
Banking Section, Division of Research and Statistics, Board of Guvernors of the
Federal Reserve System, Washington, D.C. 20551,




Monetary and Credit Aggregates Al3

1.21 MONLY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Billions of dollars, averages of daily figures

19847 1985
lem! 1981 1982 1983 1984 . . = o
el Dec. Dec. Dec. Dec.”
J Oct. Nov. Dec. Jun.
Scasonally adjusted
T
525.4 SS8.7 548.4 553.9 558.7 S63.1
2,196.3 2377 2,318 2,345.9 23717 2,400.1
2,710.4 2.996.1 2,925.5 2,960.1 2,996.1 1,027.9
3,178.7 n.a. 1L n.a. it ..
5224.6 n.a. n.a. 5871.6 i n.a.
M1 components
6 Currency” . ............. 124.0 134.1 148.0 158.7 157.1 157.9 158.7 159.4
7 Travelers checks? 4.3 4.3 4.9 5.2 5.0 5.1 5.2 5.3
% Demand deposits® . ... 236.2 239.7 2437 248.6 244.5 246.8 248.6 249.1
49 Other checkable deposits 77.4 102.4 128.9 146.2 141.9 144.1 146.2 149.3
Nontransactions components
0 IaM26 1,354.6 1,484 .8 1,670.9 1,812.9 1,770.3 1,791.9 1,812.9 1,837.0
[l In M3 only’ 440.2 495.0 514.1 624.5 6068 614.3 624.5 627.9
Savings deposils?
12 Commercial Banks ... o o oo 159.7 164.9 134.6 122.6 124.9 123.8 122.6 121.7
13 Thrift institutions .. .. ..o o o 186.1 197.2 178.2 165.6 167.5 166.6 165.6 166.7
Small denomination time deposits”
14 Commerical Banks ... ... ... S 349.6 382.2 35301 87.0 383.1 384.5 I87.0 384.5
1S Thriftinstitntions ... oo e 477.7 474.7 440.0 498.1 489.0 493.4 498.1 497.4
Money market mutual funds
16 General purpose and broker/dealer ... 150.6 185.2 138.2 168.1 155.7 162.2 168.1 172.8
17 Institution-onfy ... 36.2 48.4 43.2 62.7 52.2 58.3 62.7 65.0
Large denomination tinie deposits!'t ;
18 Commiercial Banks!. ... 247.3 261.8 225.1 264.4 263.2 263.7 264.4 262.1
19 Thrift institutions . ... 54.3 66.1 100.4 152.4 142.5 147.6 152.4 155.0
Debt components
200 Federaldebt. ... o 830.1 991.4 1,173 n.a. 1,323.1 1,345.6 n.it, n.a.
21 Non-federal debt . 3,493.7 3,718.7 4,051.6 n.al. L 4,475.8 4,526.1 n.a., n.a.
Bt R Al I il B v
Not seasonally adjusted
e [ — -
452.3 4919 S37.9 S70.7 548.3 556.1 570.7 SO8.7
1,798.7 1,967.4 2,198.1 2,376.7 2.316.1 2,344.0 2,376.7 2,405.4
2,242.7 2,466.6 2,716.5 2,996.1 2,925.5 2,960.1 2,996.1 3,027.9
2,605.6 2,876.5 3,189.4 IR .. na, Dl na.
4,323 8 4,710.1 S218.8 B 5,791.8 5,861.8 i n.a.
M1 components
2T CarTeNCY 1264 136.4 1500 160.9 156.7 158./ 1609 158.4
28 Travelers checkst . 4.1 4.1 4.6 4.9 S0 4.8 4.9 4.8
29 Demand deposits? 243.6 2473 251.6 2574 245.8 248.9 257.4 254.9
30 Other checkable deposits®. .00 oL 78.5 104.1 131.3 147.5 140K 143.6 147.5 150.5
Noutransactions components
31 6 1,346.3 1,475.5 1,600.2 1,805.9 1,767.7 1,788.0 1,805.9 1,836.7
32 444 499.2 S18.4 626.7 605.0 616.6 626.77 626.3
Money market deposit wccounts
33 Commercial banks ... oo n.a. 26.3 230.0 267.1 248.2 287.1 267.1 280.5
34 Thrift institutions ... ooe o n.a. 16.6 145.9 148.0 144.0 145.5 148.0 153.3
Savings depositst
35 Comumnercial Banks ... 000000 oo 157.5 162.1 132.0 121.4 124.3 122.7 121.4 121.2
36 Thrft institutions ... 184.7 195.5 176.5 164.5 167.2 165.8 164.5 165.5
Small denomination time deposits?
37 Commercial Banks ... 0o o o 347.7 380.1 a51.0 387.6 386.2 387.1 387.6 kLI
38 Thrift institutions .. ... .o o 475.6 472.4 437.6 498.8 492.6 496.8 498.8 502.2
Money market mutual funds
39 General purpose and broker/dealer ... ..o 150.6 185.2 138.2 168.1 155.7 162.2 168.1 1728
40 Institntion-only ..o 36.2 438.4 43.2 62.7 52.2 583 62.7 65.0
Large denomination time deposits'?
41 Commercial Banks' o000 e 252.1 266.2 228.5 265.9 264.1 263.6 265.8 262.9
42 Thriftinstitutions .. ... ... oo 54.3 66.2 1007 {51.6 143.6 148.1 15t.6 154.5
Debt components
43 Federabdebt. . ..o o oo o K30.1 991 .4 {,170.2 1., £,423.0 1,343.0 n n.a.
44 Non-tederal debt... .. ... ... .. . 3,943/ 3.718.7 4,048.3 1.l 4,468.8 4.518.% N ..

For notes see following page.
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NOTES TO TABLLE 1.21

I. C nmpmmnn of the money stock measures and debt is as follows:

Mi: (1) currency owtside the ‘Treasury, Federal Reserve Banks, and the vaults
of commercial banks: (2) travelers checks of nonbank issuers; (3) demand deposits
at all commercial banks other than those due to domestic banks, the U.S.
government, and foreign banks and oflicial institutions less cash ituns in the
process of collection and Federal Reserve float; and (4) other checkable deposits
(()Cl)) consisting of negotiable order of withdrawal (NOW) and automatic transfer
service (A'TS) accounts at depository institutions, credit union share draft
accounts, and demand deposits at thrift institutions. The currency and demand
deposit components exclude the estimated amount of vaalt cash and demand
deposits respectively held by thrift institutions to service their OCH liabilities.

M2: M1 plus overnight tand continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to 1.8, residents
by foreign branches of 11.S. banks worllwide, MMDAs, savings and small-
denomination time deposits (time deposits—- mLIudm;, retail RPs—in amounts of
less than $100,000), and balunces in both taxable and tax-exempt general purposce
and broker/dealer money market mutual funds. Excludes individual retirement
accounts (IRA) and Keogh balances at depository institutions and money muarket
funds. Also excludes all balances held by .S, commercial banks, money market
funds (general purpose and broker/dealer), toreign governments and commercial
banks, and the U.S. goverament. Also subtracted s a consolidation adjustment
that represents the estimated amount of demand deposits and vault cash held by
thrift institutions to service their time and savings deposits.

M3: M2 plus large-denomination time depe and term RP liabilities (in
antounts of $100,000 or more) issued by commercial banks and thrift institutions,
term EurodoHars held by U.S. residents at foreign branches of 1.5, banks
worldwide and at all banking oflices in the United Kingdom and Canada, and
balances in both taxable and tax-exemnpt, institution-only money market mutnal
funds. Eixcludes amounts held by depository institutions, the U.S. government,
money market funds, and loreign banks and ofhcial institutions. Also subtracted is
a consolidation adjustment that represents the estimated amount of overnight RPs
and Eurodollars held by institution-only money market mutual funds.

1.. M3 plus the nonbank public holdings of U.S. savings bonds, short-term
Treasury securities, commercial paper and bankers acceptances, net of money
market mutual fund holdings of these assets.,

Debt: Debt of domestic nonfinancial sectors consists of outstanding credit
market debt of the U.S. government, state and local governments, and private
nontinancial sectors. Private debt consists ot corporate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments. The sowrce of data on domestic
nonfinancial debt is the Pederal Reserve Board’s flow of funds accounts. Debt
data are on an end-of-tmonth basis.

e

2. Cwrrency outside the U.S. Treasury, Federal Reserve Banks, and vaults of
commercial banks. Excludes the estimated amount of vault cash held by thrift
imstitutions to service their OCD liabilities.

3. Outstanding amount of 1.8, dollar-denominated travelers checks of non-
bank issuers. Travelers checks issued by depository institutions are included in
demand deposits.

4. Demand deposits at conunercial banks and foreign-related institutions other
than those due to domestic banks, the U.S. government, and foreign banks and
ofticial institutions less cash items in the process of collection and Federal
Reserve float. Excludes the estimated amount of demand deposits held at
commercial bunks by thrift institutions to service their OCD liabilities,

. Consists of NOW and A'TS balances at all depository institutions, credit
union share dratt balances, and demand deposits at thrift institutio Other
checkable deposits seasonally adjusted equals the difference between the scason-
ally adjusted s of demand deposits plus OCD and seasonally adjusted demand
deposits. Included are all ceiling tree “"Super NOWs," authorized by !hL
Depository Institutions Deregulation committee to be offered beginning Jan. §,
1983,

6. Sum of overnight RPs and overnight Hurodollars, money market fund
balances (generad purpose and broker/dealer), MMDAs, and savings and small
time deposits, less the consolidation adjustment that represents the estimated
amount of demand deposits and vault cash held by thrift institutions to service
their time and savings deposits labilities.

7. Sum of large timme deposits, term RPs and term Duredollars of 1.5,
residents, money market fund balances (institution-only), less a consolidation
adjustment that represents the estimated amount of overnight RPs and Eurodol-
lars held by institution-only money market funds.

8. Savings deposits exclide MMDAs.

9. Small-denomination time deposits—including retail RPs - are those issued
in amounts of less than $100,000. Al individual retirement accounts (IRA) and
Keogh accounts al commercial banks and thrifts are subtracted from small time
deposits.

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

11. lLarge-denomination time deposits at commercial banks less lh\)ht‘ held by
money markel mutual funds, depository institutions, and foreign banks and
official institutions.

Note: Latest inonthly and weekly figures are available from the Bourd's H.6
(508) release. Historical data are available from the Banking Section, Division of
Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.(. 20551




1.22 BANK DEBITS AND DEPOSIT TURNOVER

Monetary and Credit Aggregates AlS

Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data arc at annual rates.

I 1984
Bank group, or type of customer 19821 19831 19841 —_—
Nov. Dec.
—— — L _ _
DERITS TO Scasonally adjusted
L2 S N B - - -
Demand deposits- T T
1 Allinsured banks ............... ... 80,858,7 9,914.4 |  109,642.3 128,299.3 128,141.9 124,117.41  142,907.3]  134,016.3| 137.512.0
2 Major New York City banks........... 34,108.1 37,9329 47,769.4 55.340.6 57,006.5 55,591.4 67.488.7 60,992.8 62,341.0
3 Otherbanks ... .o i 46,966.5 52,981.5 61,873.1 72,958.7 71,045.4 68,526.0 75.418.5 73,023.5 75,171.0
4 ATS-NOW accounts?. .. ... ... 761.0 1,036.2 1,405.5 1,658.9 [,851.9 1,640.6 1,698.6 1,678.5 1,677.5
S Savings depositst. ..o 679.6 720.3 741.4 6K2.4 694.5 566.8 597.2 579.1 486.0
Drrosit TURNOVER
Demand deposits”
6 Allinsured banks ... oL 285.8 324.2 3797 433.0 A436.7 424.5 486.8 4482 453 .4
7 Major New York City banks........... 1,116.7 1,287.6 1,528.0 1,774.3 1.834.6 1,822.5 21996 1,917.5 1,903.0
8 Otherbanks ... .......... ... ... 185.9 2111 240. 275.2 270.9 261.7 286.9 273.3 277.8
9 ATS-NOW accounts?. B 14.4 14.5 15.6 16.6 18.3 16.2 16.9 16.5 16.3
10 Savings depositst. ... 4.1 4.5 5.4 S.5 5.6 4.6 4.9 4.7 4.0
S I I S
DEBITS TO Not seasonally adjusted
Demand deposits? T - N T
11 Albinsured banks ... ... ... ... 81,197.9 91,031.8 109,517.6 124,604.3 133,844.2 120,120.8 141.249.5 131,791.6 140,166.0
12 Major New York City banks. . . 34,032.0 38,001.0 47,707.4 54,060.5 59,741 8 54,329.0 64.,790.2 61,148.7 64,498.9
13 Other banks ............ ... .. L 47,165.9 53,030.9 64,310.2 70,543.8 74,100.3 65,791.8 76,459.2 70,643.0 75.667.1
14 ATS-NOW accounts®.......... ... ..., 737.6 1,027.1 1,397.0 1,598.5 1,629.4 1,523.7 1,665.7 1,524.8 1,625.4
15 MMDAS o 567.4 §91.7 88H.2 821.6 9011 §19.7 89Y.7
16 Savings deposits* 672.9 720.0 742.0 686.3 6X0.3 543.1 616.2 5387 470.6
DrposIT TURNOVER
Demand deposits?
17 Allinsured banks ............ ... .. ... 286.4 325.0 379.9 418.1 465.7 408.9 4799 438.% 447.1
18 Major New York City banks. . 1,114.2 1,295.7 1,510.0 1,738.1 2,008.0 1,786.4 2,120.7 1.944.6 1,910.8
19 Other banks .............. 186.2 211.5 240.5 264.3 287.6 249.8 2899 262.7 270.5
20 ATS-NOW accounts, 14.0 14.4 15.5 16.0 16.4 15.2 16.6 14.9 15.4
21 MMDA® (... T P PR 2.8 37 37 3.4 3.7 32 3.4
22 Savings deposits®. .o 4.1 4.5 5.4 5.4 5.5 4.5 5.1 4.4 3.9

1. Annual averages ol monthly figures,

2. Represents accounts of individuals, partnerships, and corporations and ot
states and political subdivisions.

3. Accounts authorized for negotiable orders of withdrawal (NOW) and ac-
counts anthorized tor automatic transter to demand deposits (ATS). ATS data
availability starts with December 1978,

4. Excludes ATS and NOW accounts, MMDA and special club accounts, such
as Christmas and vacation clubs.

5. Money mirket deposit accounts.,

No7e. Historical data for demand deposits are available back to 1970 estimated
in part from the debits series for 233 SMSAs that were available through Junc
1977. Historical data for ATS -NOW and savings depaosits are available back to
July 1977, Back data are available on request from the Banking Section, Division
of Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551,

These data also appear on the Board's G.6 (406) release. For address, see inside
front cover.
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1.23 LOANS AND SECURITIES

Al Commercial Banks!

Billions of dollars; averages of Wednesday figures

1984 1985
{ategory T it B St R pa Sl R — b B
Feb. ,: Mar. Apr. May June July Aug. Sept Oct. Nov. Dec’ Jan.
Seasonally adjusted
1 Total loans und securities? ..., ., 1,584.1 1,599.6 1,612.9 1,629.8 1,636.6 1,652.6 1,662.1 1,674.9 1,682.8 | L700.77 | 1,714.1 1,723.7
2 U.S. government sc curities . 260.7 261.0 257.6 2513 253.7 256.4 257.1 258.0 257.0 259.4 260.2 259.9
3 Other securities .. . 142.2 142.3 1421 140.5 139.7 139.5 140.8 141.9 141.5 141.6 140.3 142.9
4 Total loaus and leases? ... ... 1,181.2 1,196.3 1,213.2 1,232.0 1,243.2 1,256.7 1,264.2 1,275.0 1,284.3 1,299.77 1 1,313.5 1,320.9
S Commercial and industrial 421.7 432.2 438.5 448.0 452.2 455.0 458.1 460.0 463.07 467.9" 468.3 469.0
6 Bankers acceptances held®, . 5.4 5.6 5.2 5.8 5.8 6.5 6.1 5.7 5.9 6.2 5.4 b
7 Other commercial and
industrial . .. 416.4 426.6 433.2 442.2 446.3 448.5 451.9 454.3 457.17 461.7" 462.9 463.8
8 U.S. address 404.2 414.3 420.8 430.2 434.7 436.8 440.3 443.2 446.5" 451.47 453.3 454.2
9 Non-U.S. addressees 12.2 12.3 12.4 12.0 1.7 11.6 1.6 1.1 10.6 10.3 9.6 9.7
10 Real estate 4388 3429 47.2 350.7 354.7 358.3 361.2 364.8 367.7 371.3 174.9 377.6
11 Individual .. S 2181 221.1 224.9 229.0 233.0 236.3 23K.5 241.3 243.5 246.8 2511 254.8
120 Security...........o 33 29.5 9.0 30.1 28.5 28.0 26.1 8.8 30.3 0.2 314 319
13 Nonbank financial
nstitutions ... 30.6 30.27 30.6 31.4 3.4 a4 309 31.3 KINLS 3.2 31.5 kI
14 Agvicaltural. ool 9.7 40.0 40.1 40.3 40.4° 40.6 40.5 40.7 40.& 40.57 4013 40.2
15 State and political
subdivisions ... L 34.6 35.8 36.7 374 38.7 40.1 40.9 41.5 41.0 41.8 43.7 46.5
16 Foreign banks. ............ .. 13.4 12.8 12,7 12.3 12.3 12.2 12.0 1.5 11.4 1.7 1.4 11.3
17 Toreign official institutions ... 9.0 9.1 8.9 8.9 K9 9.3 9.4 9.0 8.6 8.1 7.7 7.6
18 Lease financing receivables. .. 13.8 13.% 14.0 14.1 {4.3 14.5 4.8 15.0 15.1 15.2 15.§ 15.6
19 Allotherloans ....... .. ... 28.1 29.1 301 29.8 28.9 RIN 31.9 3 32,07 KA 7.6 35.3
Not seasonally adjusted
20 ‘Total loans und securitiest ... 1,582.5 | 1,596.5 | 1,613.7 | 1,626.6 | 1,637.6 | 1,646.7 | 1,656.1 | 1,673.3 | 1L,684.0/ | 1,700.5 | 1,725.1 (71,731.7
21 .S, government securities ... 261.6 263.1 263.0 259.4 257.2 256.2 255.5 255.8 254.1 255.3 256.9 259.8
22 Other securities ... 142.4 142.5 141.8 141.1 139.4 138.2 140.4 141.3 140.9 141.7 142.0 143.7
23 Total loans and leases! LITRS | 1,190 | 1, 2(»9 0 | 12261 | 1,241.0 | 1,252.4 | 1,260.2 | 1,276.3 | 1,289.0/ | 1.304.67 | 1,326.3 | 1,328.1
24 Commercial and idustrial . . .. 4213 431.8 8.7 446.8 450.9 454.3 456.1 459.9 463.8¢ 468,27 471.3 470.8
25 Bankers acceptances heldd. . 5.3 5.5 ﬁ 3 57 6.0 6.4 5.9 5.6 5.8 6.1 5.8 52
26 Other commercial and
industrial 416.0 426.3 433.4 441.0 444.8 447.9 450.1 454.3 458.¢V 462.0" 465.5 465.6
27 U.S. address 4043 414.4 421.7 429.5 433.5 436.2 438.5 443.0 447.07 45117 454.9 455.8
28 Non-U.S. addressces 1.7 114 1.7 1.6 11.3 1.7 1.6 1.3 1.1 11.0 10.6 9.8
29 Reulestate ... 338.1 341.9 346.0 349.8 354, 1 157.7 361.4 365.9 368.9 372.3 375.5 378.2
30 Individual o 217.8 2193 2229 227.2 231.3 2347 238.3 242.4 245.3 248.5 254.2 257.3
31 Security .. ..o RR) 29.0 29.5 28.9 28.5 26.6 254 27.7 30.1 31.7 5.2 2.9
32 Nnnbank lil_mm‘ini 3047 0. 30.7 31.2 3.4 3147 310 3.4 311 311 it.6 312
mstituions ..o
33 Agricultwral. .. . 38.9 39.0 39.4 40.2 40.9 41,4 41.4 41.5 41,2 40,67 40,0 9.6
34 State and political 4.6 388 36.7 37.4 34.7 40.1 40.9 41.5 41,0 41.8 437 46.5
subhdivisions ... oL
35 Foreign banks. ..o 1i4 126 123 4 K 12.0 no 1 1K 12.0 12.0 1.6
36 Foreign official institutions 9.0 9.1 8.9 8.9 8.9 9.4 9.4 9.0 8.6 8.1 7.1 7.6
37 Lease financing receivables. .. 13.9 14.0 14.0 14.1 14.3 14.4 14.7 14.9 15.0 IS 1 15.4 1S.8
3 Allother loans ... 8. 28.5¢ 297 29.7 30.3 s 30.0r 30.7 32.3 5.27 39.6 6.5
1. Data are prorated averages of Wednesday estimates for domestically chan- Excludes loans to commercial banks in the United States.

tered insured banks,

based on weekly sample reports and quarterly universe

reports. For foreign-related institutions, data are wverages of month-cnd estimates
based on weekly reports tfrom furge U.S. agencies and brunches and quarterly
reports trom all U.S. agencies and branches, New York investment companices
majority owned by foreign banks, and Edge Act corporations owned by domesti-
cally chartered and foreign banks.

3‘ Includes nonfinancial commercial paper held.

4. United States includes the 50 states and the District of Columbia.
- Norr. These data also appear in the Board’s G.7 (407) release. For address, see
inside tront cover.
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Commercial Banking Institutions

[.24 MAJOK NONDEPOSIT FUNDS OF COMMERCIAL BANKS!

Monthly averages, billions of dollars

19847
Source I —T - —
Jan. Ieb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec.
o S N S -
Total nondeposit funds
] Seusonally adjusted? ... 0oL K80 93.9 98.9 102.1 109.1 99.4 100.3 103.5 106.5 107.9 112.0 108.5
2 Not seasonally adjusted ... ... 0.4 96.9 1013 1035.0 1138 10L8 999 105.7 107.0 109.6 117.5 111
Federal funds, RPs, and other
borrowings from nonbanks?
3 Seasonally adjusted .. ... oL 132.2 135.5 135.8 135.7 137.4 133.2 134.5 1393 141.6 141.4 145.0 140.5
4 Not seasonally adjusted ... ..., ... ... 134.6 138.5 138.1 138.7 142.1 135.7 134.0 141.5 142.1 143.1 150.5 143.1
§ Net balances due to foreign-related
institutions, not seasonally
adjusted ... -44.1 -41.5 | -368 1| -315 2.2 1381 --34.1 -357 | -3501 -33.4 33.0 | - 319
MeMO
6 Domestically chartered banks® net
positions with own foreign
branches, not seasonally
adjusted? . ... .. oo 387 37.6 --34.8 —-33.) 29.8 - 32.8 —33.0 —34.9 --35.1 -34.1 -32.6 -31.3
T Gross due from balances .. .. . I3 7.2 JER 73.6 3.5 738 7.2 728 71.5 69.8 68.3 69.0
8  Grossduetobalances... .. ... ... . ... 34.5 4.5 389 40.4 43.6 40.9 38.1 3.7 36.3 35.6 35.6 37.6
9 VForeign-related institutions’ net
positions with directly related
nstitutions, not seasonally
adjusted’ ... =53 -38 - 1.8 —(.3 1.6 -0.8 -1.0 -0.7 0.1 —-0.3 0.5
10 Gross due from balances ... ... ... . 54.0 51.3 50.2 49.6 497 50.7 51.9 Sh.6 51.7 50, 50.7 52.0
11 Gross due to balances. ... L 48.6 473 48.3 49.2 512 49.7 S0.8 S0.8 S18 IR 50.4 51.4
Security RP hmruwingﬁ
12 Seasonally adjusted® ... ..o T8.9 80.2 #0.1 80.9 79.6 76.1 715 79.9 81.4 82.0 84.0 81.1
13 Not seasonally adjusted .. ............. ... 78.9 80.7 79.9 81.3 81.9 76.0 74.6 79.6 79.4 81.2 87.0 81.1
U.S. Treusury demand balanc
14 Seasvnally adjusted 16.0 8.7 16.1 15.6 13.4 14.1 12.8 13.1 16.0 8.0 17.3 16.1
15 Not seasonally adjusted . ... 19.6 22.3 17.5 16.5 12.8 12.4 1.9 10.3 17.5 11.0 10.4 2.5
Time deposits, $100,000 or more®
16 Seasonally adjusted . ............. ... ... 287.3 286.3 289.3 292.2 302.2 309.9 314.8 314.2 315.4 321.4 230 325.8
17 Not seasonally adjusted .. ... ... .. 288.4 286.5 290.1 290,1 300.2 3()9,()i 313.7 315.6 316.8 3222 322.9 327.3

t. Commercial banks are those in the 50 states and the District of Columbia
with national or state charters plus agencies and branches of foreign banks, New
York investment copipanics majority owned by foreign banks, and Edge Act
corporations owned by domestically chartered and foreign banks.

2. Includes seasonally adjusted federal tunds, RPs, and other borrowings tfrom

nonbanks and not seasonally adjusted net Eurodollars, Includes averages of

Wednesday data tor domestically chartered banks and averages of current and
previous mouth-end data tor toreign-related institutions.

3. Other borrowings are borrowings on any instrument, such as a promissory
note or due hiit, given for the purpose of borrowing money tor the banking
business. This inclirdes borrowings trom tederal Reserve Banks and from foreign

banks, term federal funds, overdrawn due from bank balances, loan RPs, and
participations in pooled loans.

4. Averages ofl daily figures for member and noumember banks.

5. Averages of daily data.

6. Based on duily average data reported by 122 large banks.

7. Includes U.S. Treasury demand deposits and Treasury tax-und-loan notes at
commercial banks. Averages of daily data.

Averages of Wednesday figures.

NoTE. These data also appear in the Board's (.10 (41 1) release. For address see

inside front cover.
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1.25 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS

Billions of doHars

Last-Wednesday-of-Month Series

1983 1984 JORS
Account -t 77— -y - Nl — -
Pec. Apt May June July Auy Sept. Oct Nov. Dec.’ Jan.
ALL COMMERCIAL BANKING
INSTITUTIONS!
| Loans and securities. .. ... ... 1,680.67 11,7341 1.756.9 1,764.1 1,765.3 1,784.5 1.798.9 1,822.7 LR2LR 186247 18439
2 investment seeurities . L 3855 382.0 312 YIR.2 ¥i6.2 N1 3782 3749 377 IR
3 U.S. government summ( ...... . 251.0 2477 248.2 246.5 243.5 243.5 241.2 240.4 242.6 244 8
4 Other ... oo ooa o . 134.5 134.4 133.0 131.7 32. 133.8 134.0 134.4 1353 136.4
5 Irading account assets. ... it 19.9 18.8 14.6 15.7 2. 20.9 22.5 219 228 242
6 Totadldoans ... ..o 1,249.37| 1,328/ 1,356.1 1,368.3 1.371.4 1,388.4 1,400.6 1,424 .9 1,425 .4 1.461.0¢ 1,438.5
7 Interbank loans ... ... I11.4¢ 6.7 124.7 122.8 118.6 127.1 123.3 126.1 122.5¢ 126.9¢ 1165
& Loans excluding interbank . 1,137.9¢ 1,212.0 1,231 .4 1,245.5 1,252.8 1,264.2 1,277.3 1,298.8 1,302.5¢ 1,334.7¢ 1,322.0
9 Commercial and industrial. 419.4 439.7 447.3 452.9 454.4 455.2 459.9 467.7 469.3 475.7 469.2
10 Real estate 1272 346.8 350.3 3154.6 356.8 361.8 366.7 369.8 372.8¢ 376.2¢ 378.9
11 Individual 217.4 224.1 228.4 232.8 235.2 240.0 2434 247.1 249 8¢ 255.8¢ 257.8
12 Allother ..o oo oo 173.92 2013 205.4 205.2 206.5 204.2 207.3 214.2 210.6 227.1 216.4
13 Total cashassets oo oo oo oL 219.6 190.5 202.5 185.0 179.1 1773 176.0 {880 {88.9 202.2 187.4
14 Rcscrvcs with Federal Reserve Banks 235 22.2 18.6 19.1 19.4 17.4 8 18.1 20.4 20.5 AN
15 Cash in vault ... 234 21.2 223 21.8 21.6 222 21.6 21.4 23.9 233 219
16 Cash items in process of col . 73.2 65.9 76.4 63.7 60.2 0.7 63.2 0.2 60.5 76.2 67.0
17 Demand balances at U.S. Lkpmllm)
institutions ... } 99 5 30.0 34.8 30.8 29.3 29.5 1.2 3.0 31.0 34.5 31.0
18 Other cash assets ... oL S1.2 50.4 50.1 48.6 47.5 59.3 46.3 47.1 478 46.4
19 Otherassets ... ..o . o 193.6 204.0 200.1 205.9 205.4 2047 2153 218.7 204 .4¢ 211.2¢ 2i7.1
20 Total assets/total linbilities wiel capital . . 2,093.8 2,128.0 2,159.5 2,155.5 2,149.7 2,166. 2,190.2 2,226.3 2,215.3 2,275.8 2,248.3
21 l)L[)U\ll\ ............................ 1,508.9 1,501.5 1,541.3 1,532.9 1,535.5 1,539.0 1,549.9 1.57/8.9 1,578.2 1,630.7 1,604.9
22 ‘Transaction deposits. . 374,62 447.3 462.6 445.9 441.4 440.0 442.3 462.7 453.0 490.7 457.2
23 Savings deposits ... 457,22 369.6 371.6 3695 368.5 365.1 364.9 370t 378.2 386.3 400.0
24 Time deposits. . ... .. 677.1 6845 707.2 717.4 725.6 T34 .4 1427 745.0 47.0 753.8 747.8
25 Borrowings .. ... 274.2¢ 3059 292.8 292.8 292.0 301.5 307.1 3i4.3 298.0 302.0 306.2
26 Other liabilities 164,42 181.6 187.8 187.9 182.0 183.8 187.0 189.2 194.3 196.4 188.7
27 Residual (assets less liabilities). ... ..., 147.32 139.6 137.6 141.9 1402 142.1 146.2 144.0 144.8 146.6 148.4
MeMo
28 U.S. government sceurities (incliding
trading account) ... ... ... 254,12 263.0 260.1 256.5 255.6 255.1 2588 256.3 255.2 256.9 261.8
29 Other securities (including lm(llny
account). ... Lo t77.2¢ 142.4 140.7 139.3 138.3 1410 142.7 141.5 1.6 143.8 143.5
DOMESTICATT Y CHARITERED
COMMERCIAL BANKSS
30 Loans and securities . ... ... ... 159130 1,642.8 1,663.2 1.671.0 1,676.7 1,688.4 1,708.0 1,765.7 1,759.2
31 Investment securities ... n.. 3787 5.3 374.5 371.2 369.1 370.0 3709 374.0
32 LS. government securitivs . n.i 2458 2.8 2431 241.4 238.5 238.5 2379 240.0
kR) Other ..o n.a. 1329 2.8 131.4 129.8 130.7 1315 133.0 t34.1
34 Trading account assets ... L 0., 19.9 K 14.6 15.7 20,0 20.9 NE 242
I8 Totalloans ..ol 1,167.47 1,244.3 1,269.2 1,281.8 1,289 8 1,299.4 1,317.0 33R. 1.372.0 1,361.0
36 Interbunk loans ... ... LYRY 9.0 2 947 95.2 97.6 100.0 1033 S 4 1031 1007
37 Loans excluding 1nlu|mnk 080,42 1,154.3 11729 1,187.1 11946 1.201.8 1.217.1 1,234.7 1,240.3 1,2068.9 1,260.3
AL} Commercial and industrinl .. .. 181.37 4(4).0 A 412.9 414.0 414.5 418.8 2 4255 430.0 4267
19 Real estate 127.2 3422 A 350.5 383.1 358.0 362.4 368.5 3719 ¥l4.0
40 Individoal .. 217.4 224.0 K 232.6 23501 239 .8 243.2 249.6 235.6 257.3
41 Allother ... . . oo 154.6° 18K.1 N 1911 192.4 18Y.6 192.6 199.3 196.7 2113 201.7
42 Total cash assets ... oo 207.0 177.9 190.7 173.2 166.7 165.9 164.0 176.6 176.9 190.1 175.6
43 Reserves with Federal Reserve Banks 19.9 21.5 17.4 8.4 18.0 16.7 N 17.1 19.7 19.2 20.2
44 Cashinvauldt . ..o oo 23.4 21.2 2.3 21.8 21.6 2.2 21.6 21. 239 233 218
45 Cash items in process of collection .. 730 65.8 76.3 63.5 60.1 6.5 63.0 69.9 66.3 759 60.7
46 Demand balances at U.S. depository
institutions ... ... } K8 28.6 33.5 29.4 279 28.2 29.7 30.7 29.5 329 29.5
47 Other cash assets : 40.9 41.3 40.1 39.2 8.3 49.6 37.5 37.5 38.9 37.3
48 Otherassets ... ... ... 150.4 143.6 139.0 141.5 138.9 140.6 145.6 147.9 139.8 142.0 137.8
49 T'otal ussets/total liabilities and capital . 1,948.7 1,964.3 1,992.9 1,985.7 1,982.3 1,995.0 2,017.6 2,053.1 2,043.4 2,097.9 2,072.3
SO Deposits ..o 1.468.1 1,464.9 1,501.7 1,492.5 1,495.4 1,500.3 1,510.9 1,539.1 1,538.¢ 1,587.3 1,562.0
51 Transaction deposits . ... 368.5° 4411 456.2 439.6 434.8 433.7 435.9 456.2 446 4 484.1 4508
52 bdvmbs Llcpmll\ .......... 456,67 A68.7 370.7 368.6 367.5 364.2 363.9 37001 377.2 3852 198.9
53 Time deposits, . 643.0 655.1 674.9 684.3 6931 702.4 7111 T12.8 714.0 718.0 T12.3
54 Borrowings . 214,12 241.9 232.8 229.6 228.0 236.0 243.5 2513 2411 2431 246.4
55 Other liabilities ... ... S 122.32 102.8 123.9 124.4 121.5 119.3 119.7 120.5 122.3 123.7 t18.4
56 Residual (u\scls less dabilities). ... .. 144,12 136.8 134.8 139.1 137.4 139.3 143.4 142.1 142.0 143.8 145.6
Commercial banking institutions include insured domestically chartered NoTe. Figures are partly estimated. They include all bank-premises subsidia

wmmercml banks, branches and agencies of foreign banks, Fdge Act and
Agreement corporitions, and New York State foreign investment corporations.
2. Data are not comparable with those of Luter dates. See the Apnouncements
section of the March 1985 Buiierin tor a description of the differences.
3. Insured domestically chartered commercial banks include all member banks
and insured nonmember banks.

ies and other significant majority-owned domestic subsidiaries. foan and securi-
ties data for domestically chartered commercial banks are estimates for the last
Wednesday of the month based on a sample of weekly reporting banks and
quarter-end condition report data. Data for other banking institutions are esti
mates made for the last Wednesday of the month based on o wecekly reporting
sample of foreign-related nstitutions and quarter-end condition reports.




ALL LLARGE WE
December 31, 1982, Assets and Liabilities

Millions of dollars, Wednesday figures

1.26

Weekly Reporting Commercial Banks  A19

EKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $1.4 Billion or More on

-
1984 1985 Adjust-
Account i e e A —— e e o - — ] ment
bank,
Dec. 19 Dec. 26 Jan. 2r Jan. 97 Jan. 167 | Jan, 23 Jan. 30 feb. 6 fely, 13 1984
_ S [N —-1‘—-—-——--—‘ e T (et b el Sl it — - [ — -
| Cash and balances due from depository institutions .. .. 96,451 98,110 120,445 88,534 101,305 Wy, 162 9,883 R¥,2KY 93,043 1,446
2 Total loans, leases and securities, net. ... ... ... .. 815,385 | 815,847 832,380 822,052 826,988 HI5.060| BI8,(67| ¥21,124| 824,443 7,714
3 ULS. Treasury and govermment agency ... 78,858 78,523 79,682 82,723 82,197 82,841 83,910 86,222 85,709 1,143
4 Trading acCOUnt. ... oo 14,561 14,328 13,844 15,887 15,085 15,845 17,019 17,807 17,610 2
S Investment account, by maturity .. ... oL 64,298 64,196 65,838 06,835 67,112 66,996 66,890 68,414 68,099 1.141
6 One year orless ..o o o n 19,325" 20,1741 21,324 20,946 20,887 20,481 20,360 20,197 200196 413
7 Over one through five years ... .. ... . 31,651 30,706 30,998 32,330 32,677 33,107 33,179 34 836 4,514 a1
¥ Over five years ... ... 13,322r 13,3187 13,516 13,560 13,548 13,408 13,351 13,381 13,388 6
9 Other securities. .. ... 47,046 48,294 50,117 49,33% 48,972 48,901 49.012 48,502 48,085 711
10 Trading account. . .. 4,323 5,065 5,241 3,983 3,767 3,653 3,965 3,845 3,551 &
il Investment account .. ... 42,723 43,228 44 876 45,355 45,208 45,248 45,046 44,657 44,534 765
12 States and political subdivisions, by watarity 38,328 38,815 40,314 40,860 40,677 40,698 40,523 40,090 319,979 GK3
13 One yearorless ..o 4,413 4,710 5,059 5.464 5,364 5,403 5,193 5,299 3,341 159
14 Over one year . 33915 34,106 35,258 35,396 15,292 35,331 34,792 14,638 524
15 Other bonds, corporate stocks, and suuullcx 4,395 4,413 4,562 4,494 4,553 4,523 4.567 4,554 82
16 Other rading account assets. ... 2,655 3,448 3.024 3,201 3,438 3,201 3,498 3435 | .
17 Federal funds sold?. .. ... .. 54,512 51,368 57,269 53,214 49 238 52,086 4K8,457 51,390 774
18 To commercial banks . 37,912 34,627 41,093 36075 34,301 36,680 32,508 36,890 770
19 To nonbank brokers dll(] d 11,674 11,809 11,057 12,004 11,237 11,654 11,592 {0,389 5
200 Toothers ...... 4,925 4,932 5119 5,137 3,697 3,752 4,356 4100
21 Other loans and le 648,178 | 650,017 658,194] 649,833 (y’\l) 7017 647,016 646,416 | 651,036 652,368 5267
22 Other loans, gros: 635,674 | 637,443 645,335 637,012 637 8BB2[ 634,178 [ 633,602 | 638,179F 639,507 5,248
23 Commercial and industrial®. ... ... 250,697’ 2514237 253,450( 250,663 251,174 249,571 7 2497521 251,929 252130 1.493
24 Bankers acceptances and commercial paper 3,815 3,832 4,156 3,386 3,074 3,039 3,296 3,781 },‘)4(» 29
25 Allother ..o o 246 88271 247 5Ky | 2492941 247.278{ 248,099| 246,5321 246,456 248,148 248,183 1.464
26 U.S. addressees AR 240,6347| 2414047 | 243 1{8| 241,475 242,402 240,840 | 240,821 | 242,492 242572 1.368
27 Non-11.S. addressees ..o oveiii 6,248 6,186 6,170 5,801 5.098 S.091 5,634 S.656 5612 96
28 Real estate loans” 159,354 159,288 160,014 160,733 161,261 i61,488 161,94} 162,216] 163,461 1.546
29 ‘To individuals for personal cx;xndlhu«,s 110,903 | 111,894 114,6251 114,750 114,788 114,687 7 114,875 114,585 114,692 1,454
30 To depository and financial institutions . 41,352 41,657 41,750 40), 345 40,558 40,376 39,665 41,641 41,695 137
3 Commercial banks in the United States .. .. . 10,129 10,3827 49,964 9,66 92,891 10,005 9.926 11,339 11,256 065
32 Banks i toreign countries. ... ... ... 6,165 6,088 6,291 S.822 6,008 6,403 5,923 6,276 6,426 56
KX} Nonbank depository and other fimncial institutions .| 25,058 25,187 25,495 24,864 24,657 23,967 23,8158 24,026] 24,014 16
34 For purchasing and carrying securities . ......... .. 19,178 17,002 18,052 16,410 (5,599 13,864 13,174 13,640 13,191 6
35 To finance agricultural production. ... .. . 72177 7217 7,295 7.0058 6,968 6,927 6,929 6896 6,915 1
36 To states uud political subdivisions. ... ... .. 27,552 28,208 29,345 29,390 29 520 20 418 29,508 29,328 28,970 147
a7 To toreign governments and official institutio: 4,214 4,374 4,102 3,987 1812 3,726 3,796 3,745 31,848 a4
38 All other L 15,208 16,290 16,701 13,638 14,201 14,122 11,962 14,238 14,604 110
39 f.ease financing receivables. .. .o o oo 12,504 12,574 12,859 12,821 12.819 12,837 12,814 12,860 18
40 Less: Unearned income. ... L. 5,110 5129 5,283 5,314 5.306 5311 5312 5.262 186
4] Loan and lease reserve? 10,754 10,672 10,624 10,942 11,029 11,060 i1,146 11,282 S6
42 Other loans and Jeases, net? . . 632,314 | 634,215 642,287 633,577 063430661 630,644 | 6299581 634, 44?( 635,823 5,026
43 Al otherassets oo 134,8587 132 891" 140,862 135,009 134,482 132,021 129,885 130,973 132,014 957
dd Total gssets ... e 1,046,6947 11,046,848 | 1,093,687 1,045,595/ 1,062,775) 1,037,843 | 1,034,935 | 1,040,386 | 1,049,550 10,017
45 Demand deposits. .o oo 193,914 1 201,145 226,341 185,447 198,503 186,168 184,595 |84, 644 188,610 2487
46 Individuals, partierships, and corporation 145,097 | 157,535 174,623 1 145838 1515137 140,751 139346 | [39.093] 145,274 1913
47 States and palitical subdivisions . .. 5,458 5,142 6,327 4,850 5,379 5,903 5138 5783 4,687 108
48 U.S. government. ..o 3,686 1,176 1,211 1,603 3,760 3,034 2,766 2,208 1,616 S1
49 Depmnmv msmulmns in United States 22,636 21,544 26,428 19,252 22.242 20,998 20,969 21,870 21,230 LY
50 Banks in foreign counties. . ... 6,496 5918 7,008 57 5.823 6.495 6,187 5,958 6,182 )
51 Foreign governments and official instittions 744 666 K64 789 80Y 830 1,040 1,152 920 15
52 Certified and officers’ checks .. ... L 9,797 9,164 9,886 7,397 8.976 K.158 9,149 8.479 8.706 6l
53 Transaction balkances other than dummd deposits 34,309 34,317 37,272 37,144 36,788 35,133 34,715 36,599 35,890 [,045
54 Nontransaction balances 452,302 483,533 | 461,119] 460,970 460,068] 459740 [ 459,663 { 459,815 460,063 4,921
55 Individuals, partnerships and corporations . 417,708 | 418,023 427.207]  427,036]  426,346] 4258861 425,194 | 425.352| 424,850
56 States and political subdivisions ... .. .. 21,751 21,983 21,228 21,610 21,521 21.660 L-,()7X 22,218 22,798
57 US.government. ..o 407 418 421 439 464 454 450 447 447
S8 l)c.posllmy institutions in the United Smlu o . 8.876 8,938 K795 8,682 8,573 8,648 B,878 8,881 8,962
59 Foreign governments, official institutions ynd banks . 3,5607 3,571 3,468 3,204 3,163 3,090 3,063 2,917 3,006
60 Liabilities for borrowed money ... Lo oo 198,408 192,413 202,981 196,182 109,936 193,457 [ 195,821 193,891 197,088
61 Borrowings trom Federal Reserve Bank 3,300 2.130 5,877 1,265 846 510 1,555 862 1,369
62 ‘Treasury tax-and-loan potes ... ... 11,280 10,212 8,162 8,155 10,284 14,859 15,650 7,462 8,273 U
63 All other liabilities for borrowed money’ 183,828 180,071 189,242 186,762 18R K06 178,088 178,616 185,5671 187,440 632
64 Other liabilities and subordinated note and debentures 97,320 95,13ty 93,559 93,578 9S8, 144 91,092 91,765 92,4K3 94,734 345
65 Total liabilities .. ... ... .. ... Y76,2547 976,5377 (1,021,272 973,318 90,440 965,590 | 966,559 | 967,4337 976,385 9,300
66 Residual (total assets minus total liabilitiesy. .. ... ... 70,441 70,311 72.414 12271 72.336 72,253 72,376 72,954 73,165 707
MEMO
67 Total loans and leases (gross) and investments adjusted® | 783,208 | 786,640 | 797,230| 791575 790,847 787425 TRRMY | 793,865] T92.841 7,121
68 Total louns (md Jeases (gross) adjusted®S. 00 0L 654,649 | 656,375 | 664,406 6573141 656,9521 651,944 | 651 896 | 655,646 655,617 5,207
69 Time deposits tn amounts of $1H00,000 or more. 160),668 161,114 160,516 159,792 157,914 157,488 156,736 156,109 156,179 SR
70 1 oans sold nuln;hl to ¢|ﬁllmles~ tatal® 2,883 2,946 3,033 2,983 29313 2 898 2,785 T 2,811 10
71 and industrial. o 2,040 2,078 2,064 1,991 1,959 1,940 1,900 1,861 18721
T2 Other. .. e 8427 BHRY 968 992 VYA 958 K84 K56 93y 10
73 Nontransaction savings deposits (including MMDAs) .. .| 163,142 L 164,134 169,984} 170,782 171,843 172,500 | 173,504 174,5431 74,822 2418

1. {ncludes securities purchased under agreements to resell,

2. Levels of major loan items were affccted by the Sept. 26, 1984 transaction
between Continental Ilinois National Bunk and the Federal Deposit Insurance
Carporation. For details sce the H.4.2 statistical release dated Oct. 5, 1984,

3. Inciudes tederal funds purchased and securities sold under agreements to
repurchase; for information on these linbilities at banks with assets of $1 bilfiou or
more on Dec. 31, 1977, sec table 113,

This is not a measire of equity capitad for use in capital adequacy analysis ot
tor other analytic uses.

5. bxclusive of loans and federal funds transactions with dowmestic connnercial
banks.

6. Loans sold uare those sold outright to a bauk’s own foreign branches,
nonconsolidated nonbank atlilintes of the bank, the bank's holding company (f
not @ bank), and nonconsolidated nonbank subsidianies of the holding company.

Noe. These data also appear in the Board's HL4.2 (504) release. For address.,
see inside front cover,
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilitics
Millions of dollars, Wednesday figures

1984 1985 Adjust-
Account —— - ment
bank,
Dec. 19 Dec. 26 | Jan. 2 Jan, 9 Jan. 16 | Jap. 23 | Jan. 30 Feb. 6 | Feb. 13 1984

1 Cash and balances due from depository institutions ... | 24,290 26,682 36,249 20,964 26,2737 | 23,922 24,158 22,559 26,691 3

2 ‘Total loans, leuses and securities, net! .. .. ... ... ..., 176,606 | 175,482 | 174,932 | 169,674 {173,806’ 168,599 |168,672 |170,128 |171,933 —H44
Securities

3 U.S, Treasury and government agency<. ... oo | oocnc e | e e s e e e

4 Trading account?, . oo FE O NP I R SR SO S [ R
5 Investment account, by maturity ... ... .. 9,604 9,679 9,296 9,913 9,769 9,717 9,649 11,209 10,499
6 One yearorless ............... ... . 1,985 2,533 2,59 2,345 1,963 1,638 1619 1,556 1,658
7 Over one through tive years ... .. 5,550 5,085 4,667 5,482 5,708 6,092 6,083 7,745 6,944
¥ Over five years ............ o 2,068 2,061 2,039 2,086 2.097 1,986 1,947 1,907 1,897
9 Other secuUrities? .. ... i e e e e e e e e e

W Trading account?. ... .. .. R R e VUt A AP O VP IR P
11 Investment account

12 States and political subhvisions, by maturity .. 8,344 8,467 8,946 9,033 9,030 9,067 8,985 4,861 8,800
13 One yearorless ... 1,150 1,239 1,305 1,148 1,302 1,288 1,116 1,251 1,253
14 Querone year ...l 7,198 7,228 7,642 7,685 7,728 7,179 7.869 7,609 7.547
15 Other bonds, cotporate stocks and securities .. 834 860 844 HIR 833 833 844 859 855
16 Other trading account assets?. ..o oo o | e b e e e

Loans and leases
17 Federal funds sold*. .......... ... ... .. ... ... .. 20,166 19,329 20,554 18,367 21,9806 18,199 19,570 17.860 20,212 | L
18 Tocommercial banks.................. 1,067 9,794 11,916 8,988 12,842 10,141 11,798 9,407 12,478 | ...
19 Yo nonbank brokers and dealers in sccurities .

6,198 6,622 5,748 6,494 6,153 6,004 5,505 5,830 5350 1 ...

200 Toothers ... o ] 2901 2,912 2,890 2 885 2,991 2,058 2,268 2,623 2,383 | ...,
21 Other loans and leases, gross . .. | 142,423 141,863 | 139,907 | 136,314 [ 136,967 [I135,570 134,422 136,168 | 136,390 - 800
22 Other loans, gross......... 140,228 139,655 | 137,691 134,226 | 134,8807 133,483 |132,389 {134,112 |134,326 8]00
13 Commercial and industrial 63,735 63,638 62,650 62,36 62,8247 | 61,797 61,594 61,945 62,136 692
24 Hankers acceptances amd commercial papey ... .. 429 454 660 638 661 649 681 991 19 14 I
25 Allother ... 0. oo 63,306 63,183 61,990 61,724 62,1600 | 61,149 60,913 60,953 61,015 692
26 U.S. addressees. ..o oo 62,293 62,180 61,242 60,994 61500 | 64,485 60,258 60,322 60,368 692
27 Non-U.S. addressees ... oo o 1,013 1,003 747 729 660 664 655 632 646 | ...
28 Real estate loans . ..., ... Lo 24239 24,346 24,451 24,465 24,550 24,443 24,583 24,732 24,831 66
29 To individuals for personal cxpcndmnu 16,087 16,234 16,226 16,134 16,079 16,058 15,985 16,042 16,026 95
30 To depository and hn«mcm] institutions 12,216 12,866 12,313 11,221 11,3447 12,051 11,240 12,478 12,338 ¢ ...,
31 Commercial banks in the United Stat .. 1,653 2,468 2,189 1,794 1,978 2,474 2,111 2,788 2,833 | L.
32 Banks in foreign countries. . ... o L 2,291 2,161 2,258 1,973 2,108 2,489 2,062 2,295 2,313 | L.
33 Nonbank depository and other financial institutions .|~ 8,271 ¥,237 7,866 7,454 7,258 7,088 7,067 7,395 7493 | ...
34 For purchasing and carrying securities .. .......... 10,376 8,035 8,312 7,286 6,9587 6,095 6,284 6,372 6,446 -
35 To finance agricultural production. .. . 385 403 358 359 390 380 380 387 386 =20
36 To states and political subdivisions. ........ .. 8,101 8,166 8,193 8,161 8,223 8,093 8,052 7,926 7,516 —11
37 To foreign governments and official institutions .. .. 748 884 873 792 237 791 819 799 91s | L.
38 Allother ... ... ..o oo o 4,342 5,083 4,315 3,446 3,692 3,773 3,452 3,431 3,734 47
39 Lease financing receivables. . 2,195 2,207 2,216 2,088 2,087 2,088 2,034 2,056 2,064 | ...
40 [.kss: Unearned income. . ... . ........ . 1,478 1,484 1,461 1,482 1,491 1,488 1,491 1,474 1474 | ... ...
41 Loan and lease reserve 3,289 3,231 3,154 3,298 3,287 3,300 3,309 3,354 3,348 | L.
42 Other loans and leases, net. . .. 137,656 137,047 1135292 1 131,533 [ L3201887 LE30,783 {129,622 {131,330 {131,567 R0
43 All other assets® ... .. 649,324 69,653 73,798 69,802 6K, 5627 69,119 67,331 68,207 68,768 =297
44 Totalassels .. ... .. 270,221 271,817 | 284,979 | 260,440 | 268,641’ (261,640 |260,162 [260,894 (267,392 —1,144
Deposits
45 Demand deposits. ... o | 50,966 53,846 63,772 45,830 50,482r 49,049 48,919 46,256 50,880 - 118
46 Individuals, pdrlmxshlps and corporations... ... 33,498 37,652 45,175 33,522 34,8287 | 33,579 32,553 31,292 35,006 - 103
47 States and political subdivisions ... . .. 770 864 979 811 1,032 832 B8 1,014 815 - 1R
48  U.S. FOVEIIMENt. .o 683 140 127 204 731 318 684 IKY 78 1

5,213 5,551 7,434 3,725 4.9417 4,841 4,690 4,330 SA00 Lo
5,262 4,644 5.39%0 4,365 4,413 5,056 4,672 4,380 4,640 | ...

49 Depository institutions in the United States
50 Banks in foreign countries. . ...

51 Foreign governments and ofticial institutions . 558 493 654 545 5747 617 804 Y53 724 4 ...
52 Certified and ofticers’ checks ............... 4,981 4,503 4,012 2,658 3,962 3,805 4,676 3,898 4,216 2
53 Transaction balunces other than demand deposits
, NOW, Super NOW, telephone transfers) .. 3,711 3,718 3975 1,981 31,967 3,752 3,748 3872 3,854 45
54 N(mlrﬂnsﬂumll balances ... o 83,852 84,088 §5,692 85,363 85,2417 | 84,970 84,769 84,415 84,014 46
55 Individuals, partnerships and corporations . .| 74,926 75,024 77,344 77,247 77,268 77,022 76,774 76,502 75,961 334
56  States and political subdivisions .. ... ... 4,326 4,374 3,893 3,836 3,792 3,800 3,820 3.802 3,908 -- 288
57 US. government. ... 46 51 53 52 59 63 71 84 83 0 ..
58 Dcpm'nmy nstitutions in the United States 2,523 2,6\9 2,465 2,480 2,391 2,407 2.446 2,459 2,409 L
59 Foreign governments, official institutions and banks .. 2,030 2,019 1,937 1,747 1,731 1,677 1,653 1,567 1,656 | ...,
60 Liabilities ? or borrowed money . ............ ... 65,959 66,260 68,319 61,640 63,6167 | 61,289 59,482 63,904 64,319 —422
61 Borrowings from Federal Reserve Banks. .. 2,225 | ... o0 oo o e s S0 | ...
62 Treasury tax-and-loan notes . ........ .. 2,961 2,650 2,013 2,216 2,658 3,538 3,711 1,686 2,208 | ...
63 All other liabilities for borrowed money® . .. ... .. ] 60,773 63,610 64,606 59,423 60,9577 | 57,750 56,172 62,218 61,521 422
64 Other labilities and subordinated note and debentures. . | 42,798 40,980 39,937 40,563 42,121 39,460 39.677 38,983 40,847 - 583
65 Total Niabilities . ... ................. . ... oL 247,286 | 248,892 | 261,695 | 237,377 {245,427 (238,520 {236,996 237,431 |243,914 ~1,032
66 Residual {total assets minus total liabilities)e. ... .. 22.935 22,928 23,284 23,063 23,214 23,120 23,165 23,463 23,478 - 112
Memo

67 ‘Total lvans and leases (gross) and investinents adjusted?-” . [ 168,653 167,935 165,443 | 163,672 163,765 (160,771 159,563 162,761 161,744 844
68 Total loans and leases (gross) adjusted? ... . 149 870 148,929 [ 146,357 | 143 K98 144,133 {141,154 [§140,084 141,832 |141,5%0 -- 800
69 Time deposits in amounts of $100,000 or more. ... .. 34,580 34,733 35,399 35,008 34,672 34,301 33,760 33,293 33,139 --60

1. Excludes trading acconnt securitics. 6. Not a measure of equity capital for use in capital adequacy analysis or tor

2. Not available due to confidentiality. other analytic uses,

3. lacludes securities purchased under aprecments to resell. 7. Exclusive of loaus and federal tunds transactions with domestic comniercial

4. Includes trading account securities. banks.

5. Includes tederal funds purchased and securities sold under agreements to Nove. These data also appear in the Board's H.4.2 (504) release. fPor address,

repurchase. see inside front cover.



Weekly Reporting Commercial Banks A21

1.30  LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS WITH ASSETS OF
$750 MILLION OR MORE ON JUNE 30, 1980 Assets and Liabilities A

Millions of dollars, Wednesday figures

1984 1985
Account
Dec. 19 Dec. 26 Jan. 2 Jan. 9 Jan. 16 an. 23 Jan. 30 Feb. 6 Feb. 13
| Cash and due from depository institutions . 6,884 6,6117 , 6,536 6,652 6,455 6,949 6,460 7,422
2 Total loans and securities ............... 44,095 45,047 47,123 43,910 43,407 44,018 44,208 43,752 45,040
3 U.S. Treasury and govt. agency securities 4,053 3,940 962 4,082 4,093 3,966 4,070 4,195 4,022
4 Other securities . ..... . 1,272 1,282 1,277 1,282 1,356 1,350 1,367 1,390 1,350
§ Federal funds sold! . .................... 3,378 4,128 5,642 3,260 3,326 3,844 4,487 3,353 5,070
6 To commercial banks in the United States 2,978 3,716 5,256 2,865 3,018 3,530 4,074 2,958 4,629
7 Toothers ............cocoioiiiiiines 400 412 387 395 308 314 413 395 442
8 Other loans, gross................ . 35,391 35,698 36,241 35,286 34,631 34,858 34,284 34,814 34,558
9 Commercial and industrial. ............ 20,174 20,276 20,926 19,920 19,790 20,202 20,033 20,197 20,248
10 Bankers acceptances and commercial
PAPET Lo 1,445 1,317 1,350 1,205 1,314 1,442 1,458 1,766 1,733
11 All olhex .......................... 18,729 18,959 19,577 18,714 18,476 18,760 18,575 18,431 18,515
12 U.S. addressees. .. 17,434 17,685 18,354 17,520 17,281 17,608 17,461 17,309 17,369
13 Non-U. 8. addresseces .. 1,295 1,274 1,223 1,194 1,195 1,152 1,114 1,122 1,146
{4  To financial institutions . ............. 11,087 11,221 10,871 11,220 10,779 10,837 10,427 10,524 10,484
15 Commercial banks in the United States . 8,239 8,382 8,118 8,614 8,460 8,634 8,296 8,106 8,233
16 Banks in foreign countries. .......... 1,580 1,600 1,508 1,403 1,422 1,327 1,310 1,328 1,432
17 Nonbank financial institutions. ... ... 1,268 1,239 1,245 1,203 8Y7 876 822 1,090 819
18 To foreign govts. and official institutions . . 711 686 691 690 694 667 688 670 666
19 For purchasing and carrying securities . . 1,416 1,457 1,681 1,382 1,193 968 914 1,118 1,001
20 Allother ... ..oviiiiin i 2,004 2,058 2,071 2,074 2,175 2,184 2,222 2,305 2,158
21 Other assets {(claims on nonrelated p‘u'llm) .. 19,169 19,5987 19,302 19,440 18,888 18,837 18,787 18,850 19,020
22 Net due from related institutions . ........ 10,487 10,631 9,350 11,535 (1,473 10,562 10,292 11,016 10,646
23 Total ASSelS ... 80,634 §1,888" 82,840 81,421 80,4200 79,873 80,236 80,078 82,128
24 Deposits or credit balances due to other
than directly related institutions. . .. 24,366 24,59 24,802 24,369 24,045 23,924 24,050 23,972 24,315
25  Credit balances ...............covouns 141 183 201 132 137 136 118 129 193
26 Demand deposits 1,712 1,632 1,873 1,582 1,6517 1,492 1,580 1,643 1,892
27 Individuals, partnerships, and
curpur‘muns ................... 892 876/ 937 838 837" 749 799 895 821
28 820 756 937 743 815 743 780 748 1,072
29  Time and savings deposits............. 22,513 22,775 22,728 22,654 22,257 22,296 22,352 22,200 22,229
30 Individuals, partnerships, and
corporations . . . 18,663 18,8347 18,537 18,552 18,128 18,142 18,208 18,161 18,105
31 1 Y PN 3,851 3,941 4,190 4,102 4,129 4,154 4,144 4,039 4,124
32 Borrowings trom other than directly
related institutions.. ... oot 28,964 27,4857 29,003 29,176 29,672 28,270 27,750 29,146 30,499
33 Federal funds purchased? ............. 10,689 9,378 11,627 11,663 12,113 11,538 11,405 12,361 12,675
34 From commercial banks in the
United States . ................. 8,598 7,304 9,828 9,614 9,927 5,828 8,926 9,549 9,940
35 Fromothers .. .......... ... ... 2,081 2,074 1,798 2,050 2,187 2,709 2,479 2,812 2,735
36  Other liabilities for borrowed money. . .. 18,274 18,106 17,376 17,513 17,559 16,732 16,345 16,786 17,824
37 To commercial banks in the
United States ... 16,445 16,317 15,748 16,011 16,002 15,190 14,955 15,452 16,407
Toothers................. 1,830 1,789 1,628 1,502 1,556 1,543 1,390 1,334 1,417
20,457 20,8157 20,775 20,782 20,242 20,343 20,335 20,311 20,329
40 Net due to related institutions 6,848 8,998 8,259 7,094 6,459 7,336 8,101 6,649 6,984
41 Total labilities..................... ... 80,634 81,8887 #2,840 81,421 80,4200 79,873 80,236 80,078 82,128
MEeMO
42 ‘Total loans (gross) and securities adjusted? 32,877 32,949 33,749 32,431 31,929 31,854 31,838 32,688 32,179
43 Total loans (gross) adjusted®. .. .......... 27,552 27,728 28,510 27,068 26,479 26,537 26,401 27,102 26,767

A Levels of many asset and liability items were revised beginning Oct. 31,

1984. For details, sce the H.4.2 (504) statistical release dated Nov. 23, 1984

1. Includes securities purchased under agreements to resell,
2. Includes securities sold under agreements to repurchase.

3. Exclusive of loans to and federal tunds sold to commercial
United States.

NoTe. These data also appear in the Board's H.4.2 (504) release. For address,
see inside front cover.

banks in the
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1.31  GROSS DEMAND DEPOSITS Individuals, Partnerships, and Corporations’
Billions of dollars, estimated daily-average balances
Commercial banks
Type of holder S 1983 1984
19794 1980 1981 1982 | _ [
Dec, Dec. Dec. Dec.
June Sept. Dec Mar. June Sept
F | S 0 X S S o - —_
I All holders—Individuals, partnerships, and
COrporations. . ... e 302.3 315.5 288.9 291.8 281.9 280.3 293.5 279.3 285.8 284.3
2 Financial business ... oo oo 27.1 208 28.0 354 34.6 32.1 2.8 3.7 31.7 3.9
3 Nonfinancial bitsines: 157.7 162.8 154.8 150.5 146.9 150.2 161.1 150.3 154.9 154.7
4 CONSUNIET o 99.2 102.4 86.6 85.9 80.3 71.9 8.5 78.1 8.3 71.2
SOFOreifn ... N 3.3 2.9 340 3.0 2.9 33 3.3 3.4 33
6 Other ..o 15.1 17.2 I{>.7J 17.0 17.2 17.1 17.8 15.9 17.4 17.3
Weekly reporting banks
b e
—I T r F 1983 1984
19793 1980 1981 982
Dec. Dec. Dec. Dec. T - - T
June Sept Dec.4 Mar June Sept.
7 All holders—Individuals, purlnuslups, and
corporations. . .. ... .. . 139.3 147.4 137.5 144.2 139.6 136.3 146.2 139.2 145.3 145.6
& Financial business ..., .. o oo 20.1 218 21.0 26.7 26.1 236 24.2 23.5 23.6 237
9 Nonfinancial business .. ... 74.1 8.3 75.2 74.3 72.8 72.9 79.8 76.4 79.7 79.4
1 Consumer ..., ... 4.3 35.6 30.4 319 28.5 28.1 29.7 28.4 29.9 30.0
11 Foreign 3.0 31 2.8 2.9 2.8 2.8 3.1 3.2 3.2 3.2
120ther ..o oo 7.8 8.6 8.0 8.4 9.3 8.9 9.3 7.7 8.9 9.3

1. Figures include cash itens in process of collection. Estimates of gross
deposits are based on reports supplied by a sample of commercial banks, Types of
deposttors in each category are described in the June 1971 BULLETIN, p. 466,

2. Beginning with the March 1979 survey, the demand deposit owncrshm
survey sample was reduced to 232 banks tromn 349 banks, and the estimation
procedure was maoditied slightly. "T'o aid in comparing estimates based on the old
and new reporting sample, the following estunates in billions of dollars for
December 1978 have been constructed using the new smaller sample: financial
business, 27.0; nonfinancial business, 146.9; consumer, Y8.3; foreien, 2.8; and
other, 15.1.

3. After the end of 1978 the large weekly reporting bank panel was changed to
170 large commerciul banks, cach of which had total assets in domestic offices

exceeding $750 million as of Dec. 31, 1977. Beginning in March 1979, demand
deposit ownership estimates tor these ]dIL,L hanks are constructed guarterly on the
basis of 97 sample bunks and are not comparable with earlier data. The following
estimates in billions of dollars for December 1978 have been constructed for the
new large-bunk panel; financial business, 18.2; nonfinancial business, 67.2;
consumer, 32.8; toreign, 2.5; other, 6.8,

4, In January 1984 the weekly reporting panel was revised; it now includes 168
banks. Beginning with March 1984, estimates are constructed on the basis ot 92
sample banks and are not comparable with earlier data. Estimates in billions of
dollars for December 1983 based on the newly weekly reporting panel are:
tinancial business, 24.4; nonfinancial business, 80.9; consumer, 30.1: foreign, 3.1
other, 9.5.
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.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING
Millions of dollars, end of period
19844
Instrument 19791 1980 98] 1982 19813
ustrumeny Dec. Dec. Dec. Dee 2 Dec, | ="~ 1= " - T oo B e e T
Juty Now Dec
Comimercial paper {seasonally ‘Id]uxlul unless noted otherwise)
e el
1 Albissuers ... 112,803 124,374 165,829 ( 166,670 188,057 | 221,431 222 448 220,474 | 227,960 | 235811 238,461
Financial companies®
Dealer-placed paper®
2 Towl oo 17,359 19,599 30,333 34,034 44,943 ST, 187 52,695 54083 53,388 RRRERE] 57,136
3 Bank-related (not seasonally
adjusted) ..o oo 2,784 3,501 6,045 2516 2440 1,799 2,010 1,959 2,060 1.996 2,038
Directly pluced paper®
4 lowal ..o 64,757 67,854 81,660 84,130 U6, 548 109,076 108, 1w 107,200 | 104,655 109,284 109,992
5 Bank-related (not sumuml]\
adjusted) e 17,59% 22,382 26,914 52,034 35,566 45,090 43,605 41,006 RN 40,185 42,108
6 Nonlinancial u)mpdmu ........ 30,687 36,921 53 836 47,906 46,566 61,198 6,644 64,985 69,917 71,194 JATRER]
Bankers doflu acceptances (not scasonally .ul]uslcd)*‘
TFotal, oo oo 45,321t 54,744 69,226 79,543 78,309 80,957 79,779 77,928 75.74() 75,179 75,470
Holder
8 Accepting banks ..o 0L 9,865 10,564 10,857 10,910 9,355 10,708 11,743 11,065 10,5934 10,397 10,256
9 Ownbills........... 8,327 8,963 9,743 9,471 BPA 8,854 8,823 8,129 8,960 9,113 9,065
10 Bills bought ... ... 1,538 1,601 1,115 1,439 1,230 1,453 1,920 2,336 1.574 1,284 1,191
Federal Reserve Bank
11 Ownaccount ..................... 704 776 195 1,480 418 0 0 V] 0 4} 3
12 Foreign correspondents ... .. S 1,382 £791 1,442 949 611 612 686 658 61 671
13 Others ..o oo 33,370 41,614 56,73} 66,204 69,639 68,404 06,177 64,548 64,781 64,167
Basiy
14 Imports into United States 10,270 11,770 14,765 17,683 15.649 17,947 17,647 17,196 16,256 16,433 16,975
15 Exports from United States 9,640 12,712 15,400 16,328 16,880 15,485 15,871 15985 16,412 15,849 15,859
16 Alfother ... .o oL 25,411 30,287 39,060 45,531 45781 47,528 46,260 44,746 43 17 42,897 42,635

A change fn reporting instructions results in oflsetting shifts in the deale
p‘dLu| and directly Pldbh(l financial conpany paper in October 1979,

Eftective Dec. 1, 1982, there was a break in the commercial paper series, The
kLy changes in the umunl of the data involved additions to the reporting panel,
the exctusion of broker or deader placed borrowings under any master note
agreements from the reported data, and the reclassification of a targe portion of
bank--related paper trom dealer placed to directly placed.

3. Correction of a previous misclassification of paper by a reporter has ereated
a break in the series beginning December 1983, The correction adds some paper to
nonfinancial and to dealer-placed financial paper.

4. Institutions engiped prinarily in activities such as. but not linited to,
commercial, savings, and molgage banking: sales. personal, and mortgape

PRIME RATE CHARGED BY BANKS on Short-Term

Percent per annam

.33

financing; tactoring, linance leasing, and other business lending; insurance
underwriting; and other investment activities.

8. locludes all financial company paper sold by dealers in the open market.
6. As reported by financial companies that place their puper directly with
investors.

7. Includes public utilities and firms engaged prinarily in such activities as
communications, construction, manufacturing, nining, wholesale and retail trade,
transportation, and services.

&, Beginning October 1984, the numnber of respondents in the bankers accept-
ance survey will be reduced from 340 to 160 institutions- -those with $50 million or
more in totad acceptances. The new reporting group accounts tor over 98 percent
of total wcceptances activity.

Business Loans

Eftective date Rate Liftective Date Rate
- [ N S
11.00 1984- -Sept.27. .. .. 12.75
10.50 Oct. 17,0000, 12.50
11.04} o 12.00
Nov. 9., 11,75
1984-—Mar. 1Y 11.50 28... .. 11.25
Apr. 124K} Dec. 20, ... 10.75
May § 12,50
June 25 13.00 O8RS Jam. IS0 L 10.50

Mouth Average Month Averape
rate rate
1983 - Jan. oo 1116 1984 - 1121
Feb. 10.98 1193
Mar 10.50 12.39
Apr 10.50 12.60
May 10.50 13.00
June 10,50 [3.00
July 10.50 12.97
Aug 1089 12.58
Sept (RS 7T
Oct 1.0 11.06
Nov. ... ..o 11.00
Deco oo 11.00 TORS- hane oo 10,61
Febooooooo oo 1050
1984 Jan oo 1100
Feb, ..o oo 11.00

Note, These data also appear in the Board's 1115 (819 release. For address,

see inside front cover,
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1.35 INTEREST RATES Money and Capital Markets
Averages, percent per annuny; weekly and monthly figures are averages of business day data unless otherwise noted.
1984 1985 1985, week ending
Instrument 1982 1983 1984
Oct. Nov. Dec. Jan. Jan. 4 | Jan. 1T | Jan. 18 | Jan. 25 | beb. ]
MonEY MARKET RATES
I Federal funds™2.. ... .. .............. 12,26 9.09 10.23 9.99 9.43 8.38 4.38 8.75 8.27 8.23 §.19 8.458
2 Discount window borrowing!-2%. . 11.02 8.50 §.80 9.00 8.83 8.37 8.00 §.00 8.00 §.00 8.00 8.00
Commercial paper®?
3 l-month 11.83 8.7 10.05 10.05 9.01 #.39 7.99 8.17 7.94 7.95 7.88 8.14
4 3-month.. 11.89 .88 10.10 10,12 9.03 8.44 8.03 8.20 8.01 8.00 791 ¥.14
S 6-month 11.89 8.89 .16 10.16 9.06 8.55 8.15 8.31 8.14 K.16 8.05 8.22
Finance paper, dircctly placed®?
6 l-month 11.64 8.80 9.97 9.92 8.92 8.25 7.95 §.13 7.91 /.87 7.85 8.12
7 3-month. 11.23 8.70 9.73 9.87 8.83 8.12 7.81 7.82 7.83 7.82 7.75 7.86
8  6-month 11.20 8.69 9.65 9.87 8.82 8.09 7.82 7.76 7.83 7.83 7.80 7.86
Bankers acceptances®
9 3-month 11.89 8.90 10.14 10.13 9.00 8.45 8.01 8.19 7.99 7.96 7.90 8.11
10 6-month 11.83 8.91 10,19 10.14 9.02 8.54 JH 8.29 8.05 8.14 8.03 8.8
Certificates of depor
11 I-month 12.04 8.96 10.17 10.18 9.09 8.47 8.08 8.21 8.05 8.01 7.97 8.5
12 3-month 12.27 9.47 10.37 16.38 9.18 8.60 K.14 £.30 8.13 LA .07 8.23
13 6-month 12.57 9.27 10.68 10.63 9.39 8.85 8.45 8.61 8.43 8.47 8.34 §.49
14 Eurodollar deposits, 3-month? 13.12 9.56 10.73 10.77 9.50 8.90 8.37 B.61 8.33 8.35 8.25 8.49
U.S. Treasury bills?
Secondary market?
15 3-month 10.61 8.61 9.52 9.74 8.61 8.06 1.76 7.83 778 7.73 7.65 7.92
16 6-month . . 11.07 8.73 9.76 9.87 8.81 8.28 8.00 8.17 7.98 7.98 7.91 8.09
17 I-year. ..o 11.07 8.80 9.92 9.93 9,01 K.60 8.33 §.48 8.34 8.33 K.22 8.35
Auction average!?
18 Jmonth.o. ... o 10.686 8.63 9.58 9.97 8.79 8.16 7.16 7.86 7.78 7.74 7.68 7.76
19 6-month . . . 11.084 8.75 9.80 10,08 8.99 8.36 8.03 8.19 8.02 8.05 7.93 7.97
20 leyear. .. ... e 11.099 8.86 9.91 10.32 9.10 K.38 B30 ..o oo oo 8397 .. ...
CAPITAL MARKET RATES
U.S. Treasury notes and bonds!!
Constant maturities!?
21 12.27 9.57 10.89 10,90 9.42 9.33 9.02 9,19 9.04 9.05 §.90 9.03
22 12.80 10.21 11.65 11.60 H).65 10.18 9.93 10.05 10.01 9.99 9.79 9.86
23 2lAyewrto oo e 1020 ....... 1030 ....... 10,05
24 12.92 10.45 11.89 11.85 10.90 10.56 10.43 10.58 10.51 10.49 10.25 10.34
28 13.01 10.80 12.24 12.06 11.33 HL.07 10.93 11.16 11.07 11.01 10.70 10.76
26 13.06 11.02 12.40 12,16 11.49 1145 11,27 11,59 11.39 11.35 11.02 11.04
27 13.00 11.10 12.44 12. 16 11.57 11.50 11,38 11.64 11.50 11.49 .16 [1.15
28 12.92 11.34 12.48 12.04 11.66 11.64 11.58 11.80 11.70 11.73 11.37 11.31
29 12.76 11.18 12.39 11.9% 11.56 11.52 11.45 11.64 11.54 11.59 11.28 .21
Composite™
30 Over 10 years (ong-term) .. ... 12.23 10.84 1Yy 11.66 11.25 11.21 11.15 11.34 11.24 11.28 10.97 10.92
State and local notes and bonds
Moody's series!?
3 10.88 K80 9.61 9.72 9.78 9.54 9.08 9.45 9.20 9.10 K85 §.80
32 [2.48 10.17 10.38 10.51 10.47 10.45 [0.16 {0.50 10.30 10.20 9.90 9.90
33 Bond Buyer series't 11.66 9.51 10.10 10.25 10.17 998 9.51 9.87 9.60 .51 9.21 9.37
Corporate bonds
Seasoned issues!’
34 All industries ... o 14.94 12.78 13.49 13.33 12.88 12.74 12.64 12.76 12.72 12,774 12.55 12.47
a5 Y N 13.79 12.04 12.71 12.63 12.29 1213 12.08 12.21 12.16 12.20 11.97 11.85
36 14.41 12.42 13.31 13.11 12.66 12.50 12.43 12.51 12.47 12.51 12.37 12.29
37 15.43 13.10 13.74 13.61 13.09 12.92 12.80 12.90 12.91 12,90 12.70 12.59
38 e 16.11 13.55 14.19 13.94 13.48 13.40 13.26 13.39 13.33 13.32 13.15 13.13
39 A-rated, recently-oftered utility
bondst® ... . 15.49 12.73 13.81 13.52 12.98 12.8% 12.78 12.96 12.92 12.82 12.51 12.59
MEMO: Dividend/price ratio!?
40 Preferred stocks............. .o 12.53 11.02 11.59 11.62 11.36 11.21 11.13 11.42 11.11 11.10 11.03 10.99
41 Common stocks......... ... . ... 5.81 .40 64 4.62 4.61 4.68 4.51 4.67 4.67 4.52 4.3 4.31

1. Weekly and monthly figures are averages of all calendar days, where the
rate for u weekend or holiday is taken to be the rate prevailing on the preceding
business day. The daily rate is the average of the rates on a given day weighted by

the volume of transactions at these rates.

2. Weekly figures are averages for statement week ending Wednesday.

3. Rate for the Federal Reserve Bank of New York.

4. Unweighted average of offering rates quoted by at least five dealers (in the
case of conunercial paper), or finance companies (in the case of finance paper).
BRefore November 1979, maturities for data shown are 30-59 days, 90--119 days,
and 120-179 days for commercial paper; and 30--59 days, 90--119 days, and {50-

179 days for finance paper.

5. Yields are quoted on a bank-discount basis, rather than an investinent yield

basis (which would give a higher figure).

6. Dealer closing offered rates for top-rated banks, Most representative rate

11. Yields are based on closing bid prices guoted by at least five dealers.

12. Yields adjusted to constant maturities by the U.S. I'reasury. Thal is, yields
are read from a yield curve at fixed maturities. Based on only recently issued,
actively traded securities.

13. Each biweekly figure is the average of five business days ending ou the
Monday following the date indicated.
determned the maximum interest rate payable in the following two-week period
on 2-Ya-year simall saver certificates, (See table 1,16.)

14. Averages (1o maturity or call) for all outstanding bonds neither due nor

caltable in less than 10 years, including several very low yielding *
15. General obligations based on Thursday figures; Moody's

Until Mar.

31, 1983,

the biweekly rate

flower™”
lnvestors Service.

bonds.

16. General obligations only, with 20 years 1o maturity, issued by 20 state and
local governmental units of mixed quality. Based on figures for Thursday.
17. Daily ligures from Moody's Investors Service. Based on yields to maturity

(which may be, but need not be, the average of the rates quoted by the dealers).

7. Unweighted average of oftered rates quoted by at least five dealers carly in
the day.

8. Calendar week average. For indication puiposes only.

9. Unweighted average of closing bid rates quoted by at jeast five dealers.

10. Rates are recorded in the week in which bills are issued. Beginning with the
Treasury bill auction held on Apr. 18, 1983, bidders were required to state the
percentage yield (on a bank discount basis) that they would accept to two decimal
places. Thus, average issuing rates in bill auctions will be reported using two
rather than three decimal places.

on selected long-term bonds.

18. Compilation of the Federal Reserve. This series is an estimate of the yiceld
on recently-offered, A-rated ntility bonds with a 30-year maturity and S years of
call protection. Weekly data are based on Friday quotations

19. Standard and Poor's corporate series. Preferred stock ratio based on a
sample of ten issues: four public ulilities, four industrials. one financial, and one
transportation. Common stock ratios on the 500 stocks in the price index.

NotE. These data also appear in the Board's HLLS (519) and GL13 (415) releases.
For address, sce inside front cover,
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1.36 STOCK MARKET Sclected Statistics
1
1984 1985
Indicator 1982 | 19B3 | 9B e e e e o e e e e
May June July { Aug. Sept. Oct. Nov, Dec. Jan
Prices and trading (averages of daily figures)
e — e e s e
Common stock prices
I New York Stock FExchange
(Dec. 31, 1965 == SO} .. ...l 68.93 492.63 92.46 907 88.28 87.08 94.49 5.68 95.09 95.85 V485 99.11
2 Industrial ..o 7818 107.45] 108,01 10594 104.04 | 102.29 1 111.20 | 112,18 110,44 110,91 109.05 113,99
3 Transportation . .. ... oo 641 89.36 85.63 81.62| 79.29 76.72 86.86 86.88 86.82 R7.37 88.00 94 88
4 ULty ..o 39.75 47.00 46.44 44,22 43.65 44.17 46.69 47.47 49.02 4993 S50.58 51.958
S OFnance .. ... ... 71.99 95.34 89.28 85.06| 80.75 79.03 87.92 91.59 92.94 93.28 95.29 110,34
6 Standard & Poc orporation (194143 - 10) .. 1971 160.41| 160.50] 156.55] 153.12 | IS1.08 | 164.42 | 166.11 164.82 166.27 164.48 170.61
7 American Stock Lxchange? )
(Aug. 31, 1973 = 100).............. oL 14131 216.48 | 207.96] 206.39 | 201.24 | 192.82 | 207.90 | 214.50 21039 209.47 202.28 211.82
Volume of trading (thousands of shares)
8 New York Stock Exchange. ... 0L 64,617 | 8S 418 91,084 | 88,170 [ 85,920 | 79,156 109,892 | 93,108 91,676 83,692 89,032 | 121,545
9 American Stock Exchange ... .. ... 52831 821S( 6,071 59350 5071 5,041 ) 7,477 | 5967 5,587 6,008 7,254 9,130
IR U ] e e s A S M
Customer financing {end-of-period balunces, i milhions of dollary)
IS e — e e
10 Margin credit at broker—dealers® ............... ., 13,325 23,000 | 22,470 I 22,360 { 23,450 | 22,980 | 22,816 22,800 | 22,330 | 22,350 | 22,470 rZZ 090
11 Margin stock .. ... .o 12,980 22,720 ? f * * ? * f 1
12 Convertible bonds. 344 279 n.a. .. n.a. n.a. n.a. n.i. .t .. 1.t n.i.
13 Subscription issues .. ... | 1 l l J l J J l
Free credit balances ar brokers*
14 Margin-account ..., 5,735 6,620 7,015 6,685] 6,430 6,430 6,855 6,690 6,580 6,699 7,015 6,770
15 Cash-account ... o i 8,390 8,430 10,215 R 115{ 8,305 | 8,125 | 8,185 | 8,315 8,650 8,420 | 10,215 9,730
|1 1. j DR S (PN NN SN SN S R SIS
Margin-account debt at brokers (percentage distribution, end of period)
16 Total ... . 10,0 100.0 100.0 103.0 | 100.0 100.0 100.0 100.0 100.¢ 10:4.0 100.0 100.0
By equity class tin percent)®
17 Under 40 21.0 41.0 46.0 53.0 50.0 52.0 40.0 42.0 44.0 47.0 46.0 350
18 40-49. ... 24.0 22.0 18.0 18.0 19.0 17.0 22.0 22.0 21.0 19.0 18.0 19.0
19 50-59 .. 240 160| 160|120 120 ol 1w6ol| 150 14.0 13.0 16.0 20.0
20 60-69 14.0 9.0 9.0 70 8.0 K0 9.0 9.0 9.0 9.0 9.0 1.0
21 70-79 9.0 6.0 5.0 5.0 6.0 5.0 6.0 6.0 0.0 6.0 5.0 1.0
22 80 or more 8.0 6.0 6.0 5.0 5.0 6.0 1.0 6.0 6.0 6.0 6.0 8.0
S I P S O T I N T
Special miscellancous-account badances at brokers (end of period)
23 Total balances (millions of dollars)® ... . 35,598 | 58,329 75.840] 70.010] 69,410 | 70,585 [ 7840 | 72,350 | 70,914 73,904 | 75830 79,600
Distribution by equity status (percent) 3
24 Net credit status . 62.0 63.0 59.0 0.0 56.0 57.0 58.0 58.0 59.0 290 59.0 59.0
Debt status, cquity of
25 B0 PErCent Or MOt .. o.vuvieein i 29.0 28.0 29.0 27.0 30.0 30,0 RING 31.0 0.0 29.0 29.0 3.0
26 Less than 60 percent ... L 9.0 9.0 11.0 13.0 14.0 13.0 Il.(j 11.0 . 12.0 1.0 10.0
Margin requirements (pereent of market value and eftective date)’
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov, 24, 1972 Jan. 3, 1974
—————— —_—_— —_—— e
27 Margin stocks ... 70 80 05 55 65 50
28 Convertible bonds . S 50 60 50 50 50 50
29 Shortsales ... .. 70 80 65 J 55 65 S0
1. llﬂ' stive July 1976, includes a new financial group, banks and insurance §. Each customer’s equity in his collateral (inarket value of collateral less net

companies. With this change the index includes 400 industrial stocks (formerly
425), 20 transportation (formerly 15 rail), 40 public utility (formerly 60), and 40
financial.

2. Beginning July S, 1983, the American Stock Exchange rebased its index
eftectively cutting puvmm readings in halt.

3. Beginning July 1983, under the revised Regulation ‘I, margin credit al
broker-dealers includes credit extended against stocks, convertible bonds, stocks
acquired through exercise of subscnplmn rights, corporate bonds, and govern-
ment securitics. Separate reporting of data for margin stocks, convertible bonds,
and subscription issues was discontinued in April 1984, and margin credit at
broker-dealers became the total that is distributed by equity class and shown on
lines 17-22.

4. Free credit balances are in accounts with no unfulfilied commitments to the
brokers and are subject to withdrawal by customers on demand,

debit balance) is expressed as a percentage of current collateral values.

6. Bulances that may be used by customers as the margin deposit required for
additional purchases. Balances may atise as transters based on loan values of
other collateral in the customer’s margin account or deposits of cash (usually sales
proceeds) oceur,

7. Regulations G, T, and U of the Federal Reserve Board of Governors,
prescribed in accordance with the Sccunities BExchange Act of 1934, limit the
amount of credit to purchase and cany margin stocks that may be extended on
seeurities as collateral by prescribing a maximun loan value, which is a specified
percentage of the market vidue of the collateral at the time the credit is extended.
Margin requiremncnts are the difference between the market valie (100 pereent)
and the maximum loan vahie, Fhe term “margin stocks™ s defined in the
corresponding regufation.
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Millions of doHars, end of period

CCTT D FINANCIAL INSTITUTIONS

Domestic Financial Statistics [ April 1985

Selected Assets and Liabilities

I b —

Y

[§

[N

9
[
11

ro

43
44
45

46
47
48
44
50
5

2 Other assets .

Account

Assets RS
Mortgapes ..o oL
Cash and invest

Other

Liabilities and net worth .. ... ..
Savings capital
Borrowed money

FHLRB

Other . S
Loans i process, .
Other

Net worth?.

MeEMo: Mortgage loan commitmients

Assets ..o

[Loans
Mortgape
Other

Securities
U.S. government® .
State and local povernment ., .
Corporate and other”.

Cash

Other assets ...

Linbilities . ... ..

Deposits. ..

i o
Gieneral reserve accotlnts oL
Memo: Mortgage loan commitinents

b
'

outstanding

Assets ..o o

Securities
Government ...
United States!?
State and local
Foreign!t
Business. ..
Bonds .
Stocks
Mortgages
Real estate.
Policy loans. . ...

Total assetsAinbilities and capital .., ..
Federal

State

Loans vutstanding .
Lederal.
State

Savings .
Federal (shares) . e
State (shares wnd depositsy, o

1984
1981 1982 e e R e L e T T Tl S
Feb. Mar, Apr. May June July Aug. Sept. Oct. Nov Dec
Savings amd {oan assockitions
664,167| 707,646 | 781,821 | 797,849 | 808,264 | 825,557 [ 840,682 | 850,780 860,088 | 877,642 881,627 | 887,696 | 902,449
S18,547] 483,614 | 499,337 1 503,509 | 510,670 [ S19,628 | 528,172 535,814 | S40.644 | 550,129 | 552,516 | 556,229 355,277
63,123 K5 438 [ 104,8001 109,477 | 106,863 [ 110,033 | 109752 108,456 | 108,820 | 112,350 112,023 | 114,879 125,358
82,497 138,594 | 177,684 184,863 [ 190,731 | 195,896 | 202758 | 206,510 | 210,624 | 215,163 [ 217,088 | 216,588 | 221 814
664,167 707,646 | 781,821 797,849 | 808,264 | 825,557 | 840,682 [ 850,780 | 860,088 | 877,642 | 881,627 | 887,696 | 902,449
567,961 [ 6449771 656,650 | 660,663 | 670,666 | 681,947 | 687,817 691,704 | 704,558 [ 708,846 | 714,780 724,301
97850 87,269 94,113 98275 103,119 108,417 110238 114,747 | 121,329 | 119305 | 117,775 126,169
63861 | 50,465 50,663 SEOST| 53.485| 56,5581 57115 60,178 | 63,627 63,4121 63,3831 64207
33,989 36,804 43.450| 46,324| 49,634 S1.8591 53,123 S4,569( S7,702| 55,8931 54,3921 61,962
9,934 21,9741 22,969 23938 24.761 287260 20,1221 26,773 27,141 26,754 26,683 26,939
15,602 18,146 15,548 17,524 19,832 17,586 19,970 20,599 [K,0501 19,8941 21,302 {7,215
26,2331 31,429 31,538 31.802%F 31,9403 32742 32.755) 33,038 33,705| 33,582 33839 34,764
(3,225 18.054 | 36,198 | 39,867 41,732 45274 44878 43878 | 41,182 40,089 | 38,530 37856 34,84
Mutual savings banks®
- ST e T e e B R e Hn i e
75,7281 174,197 | 195,168 | 197,178 | 198,000 [ 200,087 | 198,864 | 199,128 | 200,722 | 201,445 203,274 204,455
09997 94,000 [ 97,895 | 98,472 99.017{ 99881 99,433 | 100,091 101211 101,621F 102,7045 102,953
14,753 16,9571 21,694 21,9711 22,5311 22,907 23,1981 23,213 24,068] 24,535] 24.486] 24,930
9,810 9,743 15,667 18,7712 15913 16,404 15,448 15,457 15,019 14,965 15,295 14,925
2288 2,470 2,054 2,067 2,033 2,024 2.037 2,037 2,055 2,052 2,080 2,077
37091 36,160 43,439 43,5471 43,1221 43200 42479 42,6821 42,632 42,605 43,003 43366
5,442 6,919 4,580 5,040 5,008 5,011 5,452 4,890 4,981 4,795 4,605 4,808
5,649 7,855 YB3y 10,3091 10,376 10,640 10,817 10,7527 10,756 10,872) 11,100 11,399
175,728 174,197 | 195,168 197,178 | 198,000 | 200,087 | 198,864 { 199,128 | 200,722 | 201,445 203,274 | 204,455 n.a.
LSS, 110 ISS,196 | 174,370 176,044 ) 175875 176253 | 1749721 174,823 | 176,085 177,345] 178,624 | 180,142
TA3,003 152,777 170957 173,385 173,010 173310 171,858 171,740 1729901 174,296 175,727 | 177,196
404251 46,862 37.642( 37.866f 37,329 37.147¢ 36322 35511( 34787 34,564 [ 34,221 34,008
103,578] 96,369 96,005( 97,3391 96.920| 97,2361 97,168 9R.410( 1012701 102,934 ] 104,151 104,913
2108 2.419 2,413 2,659 2,865 2,943 3014 3,083 3,095 3.049 2.897 2.946
10,632 8.336 10,019 10,390 11,211 12,861 12,999 13,269 13,604 12,9791 13,853 13,367
9 986 Y,238 10,492 10,373 10,466 11,554 10,404 10,495 (0,498 10,488 111,459 13,508 J
1,293 1,285 it (TN it i 4 0 i, n.a. n.a. N,
Lile insurance companies
525,803 588,163 | 660,901 | 665,836 | 671,259 673,518} 679,449 | 684,573 [ 694,082 | 699,996 | 705,827 ﬁ
292090 36,4991 SUT621 52,5041 S2,828% S314220 SHYT0| S468K| 56,2631 57,5521 59828
8,167 16,529 30,130 31,056 31,3581 31,706| 32.066( 32,654 33 8R6| 35,5861 37594
7.151 8,664 9,426 9,259 9,192 9,239 9213 9,236 9,357 9,221 9.344
9891 11,306 12,206 12,189 12,278 12,477 12.691 12,798 13,020 12,745 12,887
255,769 287,126 328,235 331,631 334,634 ] 334,151 | 338508 | 341,802 348,614 ] 350,512 ] 352,059 It 0.
208,099 231,406[ 265,798 268,446 | 271,296 273,212 | 276902 | 285,113 | 283 673 285,543 | 287,607
476701 55,7200 62,437 63,185 63,338| 60,939] 61.606| 60,689] 64941 64,969 64452
137.747] 141,989 151,020 151,445 152,373 [ 152,968 1 153.845 | 154,299 155 438 | 155,802 156064
18,278] 20,264 22,591| 23,0341 23,237| 23,517{ 237921 24,019| 24,117| 24,685| 24947
48,7060 S2.9611 54,170 54,2541 54,365 54,399 S4.430| 54,441 S4,517| S4,551) 54,574
40,094} 48,571 53,123 52,968 53822 55,061 54,904 1 55,324 SS,1331 56,894 L 58,358
I [ ] - RN SR N S S
Credit unjonst’
60,611] 69,585 83,726| 8$5,789] 86,594 88,350 | 90,276 | 90,045| 90,503| 91,651| 91,619
19181 45,4931 55,7531 57,569 | 58,1271 59,636 61316 61,1631 61500 62,107 61,938
21430 24,0021 27,973 28,2201 4671 28,714 28,960 28,982 29,003 | 29,5441 29,684
423831 432824 ST1.4351 52,269 S3.247( 54,437 SSUIS| 87,286 SKKOZ[ SYK74] 60,483 n. .,
DIO96F 27,948 33 BTRG 34,5101 35286 | 36274 37,547 38,490/ 395781 40310
15,247 15,284 17.5587 17,7591 17,961 18,163 18,368 18,7961 19224 19,564
SAAS2 62,990 765561 784871 794131 807021 B2 STRE B2,400| B213S) B3I T2
AS2S01 41,3520 S12181 S2.905) SASB7 54.632( 50,261 86,278 56,2051 56,734
18,902 21,638 25,338 25,582 25 826 26,070 26,317 20,124 25,930 26,438
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.37  Continued

1984
Account 1981 P92 pom s s e s e e = — e — - e es - - -
Feb, Mar. Apr. Muay June July /\n)_ Sept. Oct, Nov bec.
FSEAC-insured federal savings banks
STASSELS .. e 68591 72,143 | 75,555| 77,3747 78,952| B(,310| 83,989 87.209| 82,174| 87,743| 94,536| 98,559
53 Mor Lgages .. 3,353 43,3710 44708 | 45,9007 46,791 48,084 | 49996 52,039 48,841 51,554 55,801 57.429
54 Cash and invesunent \LLUII[]( 11,662 12,552 12,762 12,814 13,071 13,184 13,331 12,867 13,615 14,826 16,001
SSOhEr o | 17,1101 18295 18,7124 19,347] 20,155| 20,809 20,839% 20,466| 22,574 | 23.K49| 25,129
S6 Liubilities wnd net worth ... ... oo 6,859 72,043 | 75,555 77,374 78,9521 81,310| 83,989 | 87,2091 82,174 87,743 94,536| 98,559
§7 Savings and capital oo oo o oo SETTL 59,0071 61,433 62,495] 63,026] 64,364 60,227] 68,443 65079 70,000| 764671 1957
S8 Borrowed money oo oo e e 8,088 9,213 9,707 10,4758 11,489 12,060 12,8631 11.828] 11,938 11,937 S
59 HLBY 4,884 5232 5,491 5,900 6,538 6,897 7,654 6,600 6.867 T4
6l 3,204 3,981 4,216 4,575 4,951 5.163 5,209 5,228 5,068 4,896
61 Other .., ... .. S 1,545 1,360 1,548 1,747 1,646 1,807 1.912 1,610 1,896 2,259
62 Net worth? ... ... 3.403 1,549 3,624 3,704 3811 1,895 3.991 3,657 3,832 4,173
Mima
63 Loans in process. ..o 98 1,531 1,669 1,716 1,787 1,839 1,901 1,895 1,508 1,457 1,689 1,738
64 Mortgage loan conunitments
outstanding®, ... oo o 2,704 1,253 3,714 3,763 1,583 3,988 3,860 2.970 2,925 3,298 3284
Holdings of stock ot the Federad Honwe Loan Banks are in Vother assets.” 1L Issues of foreign governments and their sabdivisions and bonds of the

2. Beginning in 1982, loans in process are classified as contra-assets and are
not included i totul labilities and net worth. Total assets are net of loans in 2. As of June 1982, data include only federal or federally insured state credit
process. unitons serving natural perons.

3. Includes net undistributed income accrued by inost associations. NoTi, Savings and loan associations: Estimates by the FHLBB tor all

4 Excludes figures for loans in process. associations in the United States. Data are based on monthly reports of federally

The National Council reports data on member mutuai savings banks and on mnsured associations and annual reports of other associations, Fven when re vised.
.\;lvings banks that have converted to stock institutions, and to federal savings duta for current and pre Ldmp, year are subject to funther revision,
banks. Mutual savings banks timates of National Council of Savings Institutions for

International Bank for Reconstruction and Developinent.

6. Beginning April 1979, includes obligations of U.S. government agencies.
Hcmrc that date, this item was included in " Corporate and other.”

Includes securities ot foreign governments and international U]ydnl/dlmnx
aml bdurc Aprit 1979, nonguaranteed issies of U.S. govermment agencies.

8. Lixcludes checking, club, and school accounts.

9. Commitments ontstanding (including loans i process) of banks in New
York State as reported to the Savings Banks Association of the State of New
York.

1 Direct and guaranteed obligations.
guaranteed, which are shown in the table noder

Excludes federal agency Issues nol
*Business' securities.

ali savings banks in the United States.

Life insurance companies. Lstimates of the American Council of Lile Tnsurance
for all life insurance companies in the Umted States, Anoual figures are annual-
statement asset values, with bonds carried on an amortized basis and stocks at
year-end market value. Adjustments for interest due and accrued and for
diftferences between market dlll] book v.n]nu are nol made on cach item separately
but are included, in total, in “other assets.”

Credit unions: Lstimates by the National Credit Union Adiministration for a
group of federal and federally insured state credit unions serving nataral persons.
Figures are preliminary and revised annunally to incorporate recent data
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1.38 FEDERAL FISCAL. AND FINANCING OPERATIONS

Millions of dollars

Fiscal Fiscal Fiscal
Type of account or operation year yeal year
1982 1983 1984
U.S. budyer
1 Receipts! ... 617,766 600,562 666,457
2 Outlays! ... 728,375 795,917 841,800
3 Surplus, or deticit ¢ -~ 110,609 -195,355 —175,343
4 Trust funds....... 5,456 23,056 30,565
S Federal funds® . .o oo oL 116,065 218,410 - 208,908
Off-budget entities (surplux, or deficit ()
& Federal Financing Bank outlays... ... ... - 14,142 — 10,404 -1,277
7 Other™ - 3,190 —~1,953 -2,719
UL, budget plus off-budget, including
Federal Financing Bank
8 Surplus, or deficit (--) ... L 127,940 =-207,711 - 185,339
Source of financing
9 Borrowing from the public ... 134,993 212,425 170,817
10 Cash and monetary assets (dec
increase ( )4, .. —11,911 -9,889 5,636
1T Otherd ... 4,858 $,176 8,885
Memo
12 Treasury operating balance (level, end of
period) ... 29,164 37,057 37,0587
13 Federal Reserve Hanks .. S 10,975 16,557 16,557
14 Tax and loan accounts .. .............. 18,189 20,500 20,500

Calendar year
1983 1984 1984 1985
- AN R —

Hi H2 H1 Nov. Dec. Jan.
306,331 306,584 341,808 51,494 62,404 70,454
396,477 406,849 420,700 79,956 77,543 76,838
-90,146 — 100,265 78,892 28,462 - 15,179 —6,384
22,680 7,745 18,080 -265 8,426 — 18K
--112,822 - 108,005 -96,971 --28,197 23,600 --6,198
S.418 3,199 --2,813 —-48 142 — 840
--528 —1,206 —838 -392 475 789
—96,094 - 104,670 — 84,884 - 28,902 — 14,563 --8,013
102,538 84,020 80,592 19,353 24,055 12.675
- 9,664 16,294 -3,127 14,780 10,490 7.969
3,222 4,358 7418 —5,231 998 3,307
27,997 11,8177 13,5677 5,566 17,649 26,502
19,442 3,661 4,397 2,216 5,316 5.349
8,7647 8,157 9,170 3,350 12,333 21,153

. Eftective Feb. &,

1982, supplermental medical insurance premiums and

5. Includes accrued interest payable to the public; allocations of special

voluntary hospital insurance prennums, previously included in other insurance
receipts, have been reclassified as offsetting receipts in the health function.

2. Halt-year figures are calculated as a residual (total surplus/deficit less trust
fund surpius/deficit).

3. Other olf-budget includes Postal Service Fund; Rural Electrification and
Telephone Revolving Fund; Rural Telephone Bank; and petroleum acquisition
and transportation and strategic petroleum reserve effective November 1981,

4. Includes U.S. ‘Ireasury operating cash accounts: SDRs; gold tranche
drawing rights; loans to Internationdd Monetary Fund, and other cash and
monetary assets.

drawing rights; deposit funds; miscellancous liability (including checks outstand-
ing) and asset accounts; seigniorage; increment on gold; net gain/loss for U.S.
currency valuation adjustment; net gain/loss for IME valuation adjustment; and
profit on the sale of gokl.

Source. “*Monthly Treasury Statemnent of Receipts and Outlays of the U.S,
Govermuent”” Treasury Bulletin, and the Budget of the U.8. Government, Fiscal
Yeuar 1985,



1.39 U.S. BUDGET RECEIPTS AND OUTLAYS

Millions of dollars
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Calendar year

Fiscal Fiscal
Source or type yeuar year 9 f
1983 1984 1982 1983 1984 1984 1985
H2 H1 H2 H1 Nov. F Dec. Jan.
RECEIPTS
I Allsources. ... o i 600,563 666,457 286,337 306,331 305,122 341,808 51,494 62,404 70,454
2 Individual income taxes, net............. 288,938 295,955 145,676 144,551 147,663 144,691 24,792 27,054 37,852
3 Withheld. ... 266,010 279,345 131,567 135,531 133,768 140,657 24,573 25,979 24,778
4 Prestdential Election Campaign Fund . .. 6 EX S 30 6 29 0 0 0
§  Nonwithheld..................... ... 83,586 81,346 20,041 63,014 20,703 61,463 1,036 2,003 12,642
6 Refunds................. . ... 60,692 64,771 5,938 54,024 6,815 57,458 816 929 --433
Corporation income taxes
7 Grossreceipts ... ..o 61,780 74,179 25,660 33,522 31,064 40,328 1,888 12,351 4,373
B Refunds.......... ... ... .. ... ... 24,758 17,286 11,467 13,809 8,921 10,045 766 ¥20 1,594
9 S()Lidl insurance taxes and contributions,
............................... 209,001 241,902 94,277 110,520 1X),832 131,372 19,525 18,127 23,394
10 dernll cmiployment taxes and
contributions!. ... ..o oo 179,010 203,476 85,064 90,912 88,388 106,436 16,752 17,328 21,661
1t Self-employment taxes and
contributions?. .. ... ... 6,756 8,709 177 6,427 398 7,667 0 0 602
12 Unemployment insurance .. ... L 18,799 25,138 6,856 10,984 8,714 14,942 2,346 397 1,328
13 Other netreceipts® ................... 4,436 4,580 2,180 2,197 2,290 2,329 427 403 406
14 Excise taxes. . ... i 35,300 37,361 16,555 16,904 19,586 18,304 3,154 2,907 3,267
1S Customs deposits ... .. 8,655 11,370 4,299 4,010 5,079 5,576 989 922 1,085
16 Estate and gift taxes. . .. e 6,053 6,010 3,444 2,883 3,050 3,102 495 469 605
17 Miscellaneous receipts? ... ... .. L. 15,594 16,965 7.8%) 7,751 7.811 8,481 1,421 1,395 1,471
OUTLAYS
18 Alltypes ............. ..o i 795,917 841,800 390,847 396,477 406,849 420,700 79,956 77,583 76,838
19 National defense .......... 210,461 227,408 100,419 105,072 108,967 114,639 22,017 20,156 19,367
20 International affairs . 8,927 13,313 4,406 4,708 6,117 426 423 1,297 1,254
21 General science, space, and technology . .. 7,777 8,271 3,901 3,486 4,216 3,981 667 69?2 654
22 Energy. . 4,035 2,464 2,058 2,073 1,533 1,080 327 278 369
23 Natural resources and environment. .. ... . 12,676 12,677 6,941 5,892 6,933 5,463 955 1,253 1,082
24 Agriculture .. ... 22,173 12,215 13,259 10,154 5,278 7.129 2,144 2,881 3,372
25 Commerce and housing credit .. 4,721 5,198 2,244 2,164 2,648 2,572 -271 1,043 737
26 Transportation .. ... 21,231 24,705 10,686 9,918 13,323 10,616 2,282 2,088 2,053
27 Community and regional development . 7,302 7,803 4,187 3,124 4,327 3,154 873 627 589
28 Education, training, employment, social
SCIVICES ..ot 25,726 26,616 12,186 12,801 13,246 13,445 2,655 2,089 2,547
209 Health ... ... ..o o 28,655 30,435 19,072 41,206 42,150 15,748 2,515 2,677 2,822
30 Social suunty and medicare oo 223,31 235,764 133,779 143,001 19,631 20,640 20,930
31 Income security .. ... 106,211 96,714 135,579 065,212 10,880 10,704 11,600
32 Veterans benelits and services . .......... 24,845 25,640 13,240 11,334 13,621 12,849 3,350 2,393 YK
33 Administration of justice ... 5,014 5,616 2,373 2,522 2.628 2,807 633 491 588
34 General government . 4,991 4,836 2,323 2,434 2,479 2,462 143 569 244
35 General- pur;x)sc hxcdl assiste 6,287 6,577 3,153 3,124 3,290 2,943 119 21 1,250
36 Netinterestd. ... ... . ...... B 89,774 111,007 44,948 42,358 47,674 53,729 12,120 10,085 10,440
37 Undistributed offsctting receipts? 21,424 - 15,454 8,332 —8,887 7,262 7,333 -2,508 -2,368 - 2,513
Old-age, disability, and hospital insurance, and railroad retirement accounts, function. Before February 1984, these outlays were included in the income

2 Old-age, disability, and hospital insurance.

3. Federal employee retirement contributions and civil service retirement and

disability fund.

4. Deposits of earnings by Federal Reserve Banks and other miscellaneous

receipts,

5. In accordance with the Social Sccurity Amendments Act of 1983,
Treasury now provides social security and medicare outlays as a separate

security and health functions.
6. Net interest function includes interest received by trust funds.
7. Consists of rents and royalties on the outer continental shelf and U.S.
government contributions for employee retirement.

the

SOURCE.
Government”’

“Monlhly Treasury Statement of Receipts and Outlays of the U.S.
and the Budget of the U.S. Government, Fiscal Year 1985,
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1.40  FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1982 1983 1984
I[Cl” e T S I B Ay S A Stha b S
Sept. 30 Dec, 31 Mar, 31 June 30 Sept. 30 DPec. 31 Mar. 31 June 30 Sept. 30
| Federal debt outstanding .. ................. .. .. 1,147.0 1,201.9 1,249.3 1,324.3 1,381.9 1,415.3 1,468.3 1,517.2 1,576.7
2 Public debt securities ... L. S 1,142.0 1,197.1 1,244 .5 14186 1.371.2 1,410.7 1,463.7 1 s 1,572.3
3 Held by publi e 925.6 987.7 1,043.3 1,094.3 L 138.2 1,174.4 1,223.9 1,255.1 1,309.27
4 Held by agencies ..o 216.4 209.4 201.2 229.3 739.0 236.3 239.8 257.6 204.1
S Apency securities .. 5.0 4.8 4.8 4.7 4.7 4.6 4.6 4.5 4.5
6 Held by public. . 3.7 37 3.7 1.6 1.6 3.5 3.5 3.4 3.4
7 Held by agencies 1.2 1.2 1.1 1.1 11 1.1 1.1 1.1 1.1
¥ Debt subject (o statutory limit ... ... ... 1,142.9 1,197.9 1,245.3 1,320.4 1,378.0 1,411.4 1,464.5 [,513.4 1,573.0
9 Public debt securities . ... ... o 1, 141.4 1,196.5 1.243.9 1.319.0 1,376.6 1,410.1 1,463.1 1,512.1 1.571.7
10 Otherdebt! .. oo 1.5 1.4 1.4 1.4 1.3 1.3 1.3 1.3 1.3
11 MeMo: Statwtory debt Hmit. ..o o 0o 1,143.1 1,290 1,290.2 1,389.0 1,389.0 1,490.0 I,4‘)0,l)i 1,520.0 1.573.0
1. Includes puaranteed debt of povernment agencies, specified participation Not1E. Data from freaswry Bullegin (U.S. Treasury Department).
certificates, notes to intermational lending organizations. and District of Columbia
stadium bonds.
.41 GROSS PUBLIC DERT OF CTREASURY  Types and Ownership
Rillions of dollars, end of pcriml
1984
Type and holder 1980 1981 1982 (983 A et el I
Ol 02 03 Q04
0 Ul SO S 5 U S
I Total gross publicdebt. . ... .. oo N 93012 1,028.7 1,197.1 1,410.7 1,463.7 1,512.7 1,572.3 1,663.0
By type
2 Interest-bearing debt 928.9 1027, 4 11955 1.4(8).9 1,452.1 1,501.1 1,.559.6 1.660.6
3 Mar l\gldhk ,,,,,,,,,,,,,,,,,,,,,,,,,, , .. 623.2 881.5 1,050.9 1,097.7 1,126.6 1 176.6 1,247.4
4 216.1 ’45 () 318 3438 150.2 3433 356.8 3744
5 3216 3783 465.0 5734 604.9 632.1 6617 105.1
6 PP A 851 99.9 104.6 133.7 142.6 154.2 158.1 167.9
7 Nonuarketable! ... P 308.7 307.0 314.0 350.0 354.4 3145 383.0 413.2
& State and local gpovernment SCTICN . 238 23.0 5.7 36.7 381 .Y 41.4 44.4
9 Foreign issues? o 24.0 19.0 14.7 H).4 9.9 8.8 8.8 9.1
10 Government. . 17.6 14.9 13.0 1.4 9.9 8.8 8.8 9.1
1l Public ... e 6.4 4.1 (s 0 0 0 .0 0
12 Savings bonds and notes, AN 68.1 68.0 0.7 71.6 3 731 73.3
13 Government account scries’ 185.1 196.7 205.4 RREN 2346 283.2 2598 286.2
14 Non-interest-bearing debt.o oo oo oo L 1.3 1.4 1.6 9K 1.6 1.6 12,7 2.3
By huldu
151 government agencies and tust tunds oo oo - 192.5 203.3 209.4 236.3 2398 257.6 263.1
16 }L(kr.l] Reserve Banks. ..o 000 i21.3 1310 139.3 151.9 150.8 1529 155.0
17 Private investors. ..o 616.4 694.5 84¥.4 1,022.6 1,073.0 1,102.2 1,154, 1
18 Comumercial banks . ... o 2.1 1114 134 I188.¥ 189.8 182.3 183.0
19 Money market funds o000 oo 3.5 218 42.6 228 19.4 14.9 13.6
200 Insurance COmMPIuNes ... ... 24.0 20.0 3901 56.7 YA 61.6 58.6
21 Other companies . R 19.3 17.9 245 9.7 42.0 453 47.7
22 State and Jocal ;,m/unmgm\ ............................... 87.9 104.3 127.8 155.1 162.9 165.0 .. T4,
Individuals
23 Savings bonds. ... .o . 725 o081 68.3 71.5 .2 T2m 137
24 Other seeurities ... o 44.6 42.7 48.2 61.9 [ 69.3 3.8
25 Foreign and international® . 129.7 136.6 149.5 166.3 166.3 171.5 175.5
26 Other miscellancous investors® 122.8 163.0 217.0 2598 2987 3194 n.a.
-1 Includes (not shown separately): Securities issued to the Rural Blectrifica 5. Consists of investments of foreign and international accounts. Exclndes noa-
tion Administration: depository bonds, retirement plan bonds, and individual mterest-bearing notes issued to the International Monetary Fuud.
retivement bands. 6. Includes saviogs and loan assoviations, nonprofit institutions, credit unions,
2. Nonmarketable dollir-denominated and forcign currency-denominated se mutial savings banks, corporate pension trust funds, dealers and brokers, certain
nes held by f foreigners. (15, povernment deposit accounts, and (7.8, povernmet- sponsored agencies.
3. Held almost entirely by LS. govermnent agencies atd trust funds. SouRrCES. Data by type of security, U.S. ‘Treasury Department, Monthiy
4. Data for Federal Reserve Banks and LS. govermnent agencies and trust Statement of the Public Debt of the United States; data by holder. Treasury

funds are actual holdings: data for other groups are ‘Treasury estimates. Rulletin,
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1.42 U.S. GOYERNMENT SECURITIES DEALERS  ‘Transactions
Par value; averages of daily figures, in millions of dollars
—
1984 1985 1984 and 1985, week ending Wednesday
Itemn 1981 1982 1983 j . - B B
Nov.’ Dec.” Jan. Dec. 26 Jan. 2 Jan. Y Juns 16} Jan. 23 | Jan. 30
tmmediate delivery!
1 U.S. government securities............ 24,728 32,271 42,135 71,071 58,110 71,694 48,350 53,048 74,751 60,3480 73,978 77,390
By maturity
2 Bills ... oo 14,768 18,398 22,393 31,179 28,202 23,3161 25,174 42,08t 29,2951 16,698 30,622
3 Other within [ year. ... .o 621 R10 708 2,454 2,027 1,365 1,863 2,184 1,704 1,619 1,495
4 I-Syears. ... 4,360 0,272 8,758 18,644 14,964 15,127 12,899 18,119 11,907 17,571 22,697
5 5-10 yew 2,451 3,557 5279 10,625 7.914 5,436 7,008 13,400 10,536 11,354 13,291
6 Over {0 years 2,528 3,234 4,997 8,169 5,003 3,107 6,104 8,968 6,906 6,736 9,286
By type of customer )
7 U.S. government secuiities
dealers . .......... 1,644 1,769 2,257 3,680 3,981 4,288 3,404 4,853 4,572 3,729 4,482 3,902
8 U.S. govermment seeurit
brokers B 15,750 15,659 21,045 33,376 24,767 32,617 18,987 19,005 34,447 28,481 32,603 35,300
9 All others®. FE3379 15344 18,8321 34,014 293621 34789 259601 29,191 35,7320 282381 36,893 | 38,189
10 Vederal agency securitics. . 3,306 4,142 5,576 10,168 8,499 4,843 (y,ﬁ(}fi 5,538 90691 11761{ 10,328 9,495
11 Certificates of deposit........... 4.477 5,001 4,333 5,203 4,380 5,428 3,405 1,349 7,998 5,324 4,870 4,092
12 Bankers acceptances. ..., e 1,807 2,502 2,642 4,015 3,376 3,756 2,189 2,557 5,355 3,243 3,762 3.9
13 Commercial PUPET . v 6,128 7,595 8,036 11,079 10,882 10,776 9,283 10,436 11,373 10,630 10,414 10,132
Futures transuctions ) )
14 Treasury bills. ... o 3,523 5,031 6,655 6,650 4,686 5,510 2,144 3,106 4,748 5,703 4,749 6,470
15 Treasury coupons . . . 1,330 1,490 2,501 5,475 4,605 5,147 1,982 3,681 4,816 5,220 4,356 6,159
16 Federal agency seeurities. ... ... ..., 234 259 265 242 131 158 86 78 148 94 167 136
Forward transactions?
17 U.S. government securities . ........... 365 835 1,493 1,803 1,423 1,047 1,519 1,037 RO 604 1,035 1,288
18 Federal agency seeuritics. . . ... 1,370 982 1,646 3,587 3,355 3,538 3,382 2,100 3,411 4.556 4,082 2,560

1. Before 1981, data tor imnediate transactions include forward transactions.

2. Includes, among others, all other dealers and brokers in commaodities and
securities, nondealer departments of commercial banks, toreign banking agencies,
and the Federal Reserve System.

3. Futures contracts are standardized agreements arranged on an organized
exchange in which parties comniit to purchase or sell securities for delivery at a
future date.

4. Forward transactions are agreements arranged in the over-the-counter
market in which sccurities are purchased (sold) tor delivery after 5 business days

trom the date of the transaction for government securities (Treasury bills, notes,
and bonds) or alter 30 days for mortgage-backed agency tssues.

Note. Averages tor transactions are based on number of trading days in the
period.

Transactions are market purchases and sales of U.S. govermnent seeurities
dealers reporting to the Federal Reserve Bank of New York. The figures exclude
allotments of, and exchanges for, new U.S. governinent securities, redemptions
of called or matured secunties, purchases or sales of securities under repurchase
agreement, reverse repurchase (resale), or similar contracts,
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing
Averages of daily figures, in millions of dollars

1984 1985 1985 week ending Wednesday
[tem 1982 1983 1984
Nov. Dec.” Jan. Jan. 2 Jan, 9 Jan. 16 [ Jan. 23 | Jan. 30
Positions

Net immediate!
t U.S, government securities.......... 9,328 6,263 5,543 14,513 18,358 14,109 20,258 18,925 11,906 11,759 13,244
2 Bills .............. 4,837 4,282 5,504 9,772" 13,871 11,629 13,896 12,927 9,597 11,245 12,526
3 Other within 1 year. -199 -177 63 --487 -416 11 —253 —192 391 -6 100
4 -5 years.......... 2,932 1,709 2,160 7,2347 7,452 5,685 9,751 6,505 5,635 4,726 5,468
5 5-10 years —34} =78 L1197 - 1,717 -2,122 4,024 -2,645 -2,129(  —4,515 —4,794 | —4,930
6 Over 10 years, . .. 2,001 528 -1,174 —431 --565 820 —-627 -1,676 —1,473 495 ~15
7 Federal agency securities. . 3,712 7172 15,294 16,1067 18,471 19,429 19,166 19,439 18,290 18,886 20,934
8  Certificates of deposit. .............. 5,531 5,839 7,368 8,511 9,155 10,254 10,858 11,503 10,117 9,367 9,701
9 Bankers acceptances. ............... 2,832 3,332 3,874 4,474 4,329 4.839 4,974 5,431 4,621 4,485 4,824
10 Commercial paper................ .. 1,317 3,159 3,787 4,965 5,694 4 880 5,591 4,689 4,495 4,512 5,435

Futures positions
Il Treasury bills ..o oo -2,508 ~4,125 --4,5241 —8,1047 - 10,668 - 13133 -11,822 12,856 - 14,568 13,901 12,052
12 ‘freasury coupons .. .. . -2,361 -1,032 1,79 1,408 808 1,332 1,197 —525 977 1,561 2,209
13 Federal agency securities. ~224 170 232 21 ~10 -55 -172 - 150 149 —62 108

Forward positions
14 U.S. government securities. ... ...... —788 —1,935 —1,643 1,382 -2, 188 - 845 -2,075 -1,145 - 1,098 ~ 18} ~803
15 Federal agency securities. ........... 1,190 --3.561 --9,204 --9,208 8,294 -6,990 -7,527 —7,624 —7,469 —6,286 6,326

Financing?

Reverse repurchuse agreements?
16  Overnight and continuing. ........... 26,754 29,099 44,078 49,834 52,222 57.000 54,817 55,943 59,869 56,906 55,697
17 Term agreements................... 48,247 52,493 68,357 78,049 75,532 72387 63,715 77,251 75,256 71,552 69,193

Repurchase agreements?
18  Overnight and continuing. ........... 49,695 57,946 757171 82,964 89,419 93.727] 91,548 95,464 94,117 92,835 93,269
19 Termagreements. . ... ....... ... ..., 43,410 44,410 57,047 74,249 67,185 63,188 53,698 69,530 63,509 60,790 62,840

1. Immmediate positions are net amounts (in terns of par values) of securities
owned by nonbank dealer firms and dealer departments of commiercial banks on a
commitment, that is, trade-date basis, including any such securities that have
been sold under agreements to repurchase (RPs). The maturities of some
repurchase agreements are sufficiently long, however, to suggest that the securi-
ties involved are not available for trading purposes. Prior to 1984, securities
owned, and hence dealer positions, do not include all securities acquired under
reverse RPs. After Jannary 1984, immediate positions include reverses to maturi-
ty, which are securities that were sold after having been obtained under reverse
repurchase agreements that mature on the same day as the securities. Before
1981, data for immediate positions include forward positions.

2. Figures cover financing involving U.S. government and federal agency
securities, negotiable CDs, bankers acceptances, and commercial paper.

3. Includes all reverse rcpurchdsc agreements, including those that have been
arranged to make delivery on short sales and those for which the securities
obtained have been used as collateral on borrowings, that is, matched agreements.

4. Includes both repurchase agreements undertaken to finance positions and
‘‘matched book’’ repurchase agreements.

NoOTE. Data tor positions are averages of daily figures, in terms of par value,
based on the nunber of trading days in the period. Positions are shown net and are
on a commitinent basis. Data for financing are based on Wednesday figures, in
terms of actual money borrowed or lent.



1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES

Millions of dollars, end of period

Federal Finunce

Debt Outstanding

A33

1984
Agency 1981 1982 1981 e e — - — —
June Juty Aug. Sept. Oct, Nov.
| Federal and federally sponsored agencies ... ... ., 221,946 | 237,085 239,716 | 255,376 258,957 263,642 267,399 | 259,330 { 260,015
2 Federal QEENCIES ... ..o ILE06| 33,0551 33,9400 34473 MSe0| 34497 | 34754 | 35012 | 35,078
3 Defense Departnent? . . . o 484 354 243 181 172 162 153 149 146
4 Export-Import Bank24. s 13,339 14,218 14,853 15,604 15,611 15.606 15,733 15,721 15,721
5 Federal Housing Administ n*. . : 413 28, 194 155 154 146 140 139 138
6 Government National Mortgage Association
participation certificates’ . . 2,718 2,165 2,165 2,165 2,165 2.165 2,165 2,165 2,168
7 Postal Servicet .. 1,538 1,471 1,404 1,337 1,337 1,337 1,337 1,337 1,337
8  Tennessee Valley Authority ... ool 13,118 14,365 14,970 14,980 15,070 15.030 15,160 15,450 15,520
9 United States Railway Association® ... .. ... 202 194 i 51 A 51 51 a1 A
10 Federally sponsored agencies” ... ..o ooen o 190,140 | 204,030 205,776 | 2209031 224.397| 229,145 | 232,645 | 224,318 | 2249370
11 Federal Home Loan Banks............ PP . 54,131 55,967 48,930 54,799 57,965 62,116 65,616 66,126 66,230
12 Federal Home [oan Mortgage Corporation. ... ... 5,480 4,524 6,793 8,988 7,822 9,068 8,950 n.i. n.a.
13 Federal National Mortgage Association® 58,749 70,052 74,594 79,871 80,706 79,921 80,123 80,357 81,119
14 FarmCredit Banks . . oo 71,359 71,896 72,409 73,061 73,297 73352 73,131 71,859 72,267
15 Student Loan Marketing Association ................... .. 421 1,591 3,050 4,184 4,607 4,688 4,824 5,143 5,321
MiMo Y
16 Federal Financing Bank debt” .. ... .. .. ... .. 110,698 126,424 | 135,791 141,734 143,322 | 144,063 144,836 | 144,978 145,174
Lending to federal and federally sponsored
agencies
17 Eixport-Import Bank’ 12,741 14077]  14789) 15,556 15563 15563 | 15,690 | 15690 | 15,690
18 Postal Service® ........ ..., 1,288 1,221 1,154 Iy,()x’/ 1,087 1,087 1,087 1,087 1,087
19 Student Loan Marketing Association .. 5,400 S, KN 5,000 5,060 5,000 5,000 5,000 5,000 5,000
20 Tennessee Valley Authority ... .. 11,390 12,640 13,245 13,255 13,345 13,308 13,435 13,725 13,795
21 United States Railway Association® ... ... 202 194 11 51 b} 51 51 St 51
Other Lending!" . ) - )
22 Farmers Home Administration. . ... oo 48,821 53,261 55,266 57,701 S8,856 59.196 59,511 59,021 58,801
23 Rural Electrification Administration . . 13,516 17,157 19,766 20,611 20,671 20,742 20,587 20,694 20,489
24 OhET . o 12,740 22,774 26,460 28,473 28,7491 29,119 29 475 29,710 29,861

1. Consists of mortgages assumed by the Defense Department between 1957
and 1963 under family housing and homeown stance programs.

2. Includes participation certificates reclassified as debt beginning Oct. 1, 1976,

3. Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thereafter,

4. Consists of debentures issued in payment of Federal Housing Administration
insurance claims. Once issued, these securitics may be sold privately on the
securities market. } ]

5. Certificates of participation isstied before liscal 1969 by the Government
National Mortguge Association acting is trustee for the Farmers Home Adminis-
tration; Departnient of Health, Kducation, and Weltare; Department of Housing
and Urban Development; Small Business Administration: and the Veterans
Administration.

6. Oft-buclget.

7. Includes outstanding noncontingent liabilities: Notes, bonds, and deben

tures,

8. Before late 1981, the Association obtained financing through the Federal
Financing Bank.
9. The FE'B, which began operations in 1974, is authorized to purchase or sell

obligations issued, sold, or guaranteed by other federal agencies. Since I'FB
incurs debt solely for the purpose of lending to other agencies, its debt is nat
included in the main portion of the table in order to avoid dosble counting.

10. tncludes I'FB purchases of agency assets and guaranteed loans: the lutter
contain loans guaranteed by numerous agencies with the guarantees of uny
particular agency being generally small. The Farmers Home Administration item
consists exclusively of agency assets, while the Rural Electrification Administra-
tion entry contains both agency assets and guaranteed louns.
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1.45 NEW SECURITY ISSULS State and [.ocal Governments

Millions of dollars

. ) i 1984
[ype of issue or lssuer, 1981 1982 1983 b o
or use
Apr. May June July Aug. Sept. Oct.” Nov.
R N S S
[ All issues, new aud refunding! . ... .. 47,732 | 79,138 | 86,421 5,617 7,075 6,657 7,323 9,803 7,248 12,231 12,480
Type of issue
2 General obligation. . ... o 12,394 21,094 21,566 2,291 _J/" 1,885 1.940 1,864 1,627 3,707 2,620
3 U.S. government loans 34 225 96 3 3 3 5 9 7 7
4 Revenue ... ... 35,338 | SK,044 | 64,855 3.326 4, 7()2 4,772 5.383 7,939 5,621 8,524 9,860
5 U.S. government loans=. .. .. 55 461 253 8 13 N 18 21 23 28 6
Type of ixsuer
6 State . 5,288 8,438 7,140 886 497 447 457 691 589 1,109 805
7 Special district and statutory authority 27,499 45,060 51,297 2,866 3,767 3,996 5.002 6,913 4,772 6.945 6,662
8 Municipalities, counties, townships, school districts 14,945 | 25,640 [ 27,984 1,865 2,811 2,214 1.864 2,199 1,887 4177 S.013
9 Issues for new capital, total ... ... 0o 46,530 74,804 72,441 4,485 5,972 6,067 6,433 8,830 7,134 10,932 11,409
Use of proceeds
10 Bdacation .. ... ..o oo 4,547 6,482 8,099 475 905 764 493 601 397 735 966
11 Transportation . . 3,447 6,256 4,387 517 403 658 100 402 576 1,015 2,001
12 Utilities and conservation 10,037 | 14,259 | 13,588 681 1,428 1,172 382 992 2,023 2,911 469
13 Social welfare 12,729 | 26,635 | 26,910 1,203 {385 2,120 3719 4,294 2,802 3,449 3,392
14 Industrial aid .. - 7,654 §,349 7,821 358 174 354 859 N7 S61 1,247 L5
15 Other purposes ... o oo 8,119 12,822 11,637 1,251 1,477 999 $80 1,634 715 1,575 1,070
1. Par amounts of long-term issues based on date of sule. Source. Public Securities Association,
2. Counsists of tax-exempt issues guaranteed by the Farmers Home Administra-
tion.
[.46 NEW SECURITY ISSUES Corporations
Millions of dollars
- . 1984
Type of issue ot issuer, 1982 1983 1984 L . o
OF UMY
May June July Aug. Sept. Oct. Nov. Dec,
S S SNV S O S S S S
T Al isswesh2 o0 84,638 98,9487 95,967 4,07 7,4017 7.6427 10,917 7,738 12,3500 11,9317 6,940
2Bonds. ... 54,076 47,369 73,337 2,2647 5,1800 6,31 8,863 6,205" 10,40¥ 9.5247 5,918
Tvpe of ofjering
3 Public......oo F 44,278 47,369 73,337 2,264 S, 1807 6,310 8.8637 6,205 10,4037 9,524 5918
4 Private placement ..o AU 9198 .4, n.a. .. n.i. n.a. N n.a, n.. L n.i.
Industry group
S Manufacturing ... oo oL 12,822 7,842 14,418 383 1,440 950 2,484 1,594 2,98y 1,447 1,741
6 Commercial and miscellancous, .. ... .. 5,442 5,186 8,745 221 536 875 776 576 988 1,198 555
7 ‘Iransportalion . ... ... B 1,491 1,039 1,272 0 228 40 183 200 161 IBY 110
& Public utitity, ... .. e 12,327 7,241 6,754 100 475 650 765 758 1,150 S5 5758
9 Comnmnication . ......... 2,390 3,159 2.407 4] 0 31 0 Q 240 1,557 169
10 Real estate and financial 19,604 ,.~,9(K)’ 39,741 1,560~ 2,5047 3,763 4,654 3,076 4,875 4,749 2,768
1 Stoeks* ... FE 30,562 51,579 22,628 1,809 2,221 1,332 2,054 1,533 1,947 2,407 1,022
Ivpe
12 I’lcfuru\ ........................ 5013 7,213 4118 579 244 209 334 155 558 655 9l
B3 Conumon ... oo 25,449 | 44,360 18,510 1,230 1,977 1,123 1,720 1,378 1,392 1,752 931
Industry group
14 Manufacturing ... ... oL 5,649 14,135 4,054 442 584 204 258 212 712 227 137
15 Commercial and miscelaneous. .. ... .. 7,770 13,112 6,277 718 3te 382 558 378 489 1,025 112
16 Transportation ............. ... ... .. 709 2,729 589 84 1 28 0 87 16 66 71
17 Public wtility .. ... .. . 7,517 5,001 1,624 116 282 136 44 92 146 150 66
18 Communication .......... . 2,227 1,822 419 16 11 0 123 9 oY 3 26
19 Real estate and financial ... .. 6,69 14,780 9,665 433 1,027 582 1,071 755 518 936 610

1. Figures, whu.h represent gross proceeds ot issues maturing in more than one
year, sold for cash in the United States, are principal amount or number of units
multiplied by offering price. Excludes offerings of less than $100.000, secondary
offerings, undefined or exempted issues as defined in the Securities Act of 1933,
employee stock plans, investnient companies other than closed-end, intracorpo
rate transactions, and suales to toreigners.

Data for 1983 include only public ofterings

3. Beginning in August 1981, gross stock or%crmgs include new equity volume
from swaps of debt for equity.

SOURCE. Securities and Exchange Commission and the Board ot Governors of
the I'ederal Reserve System.



Securities Market and Corporate Finance

1.47 OPEN--END INVESTMENT COMPANIES Net Sales and Asset Position

Millions of dollars

1984
Item 19837 1984 - —
May June July Aug. Sept. Oct. Nov.s Dec.
INVESTMENT COMPANIES!
| Sales of own shares? ... 84,345 | 107,497 8,657 ,343" 7,488 8,9567 8,156 9,517 9,458 10,009
2 Redemptions of own shares? . 57,100 76,160 5,993 6,156 5,771 6,497 6,185 6,766 6,343 8,947
FONetsales ... 27,245 31,337 2,664 2,187 1,7 2,4597 1,971 2,7517 3,115 1,062
4 ASSEISH L e 113,599 1 137,1261 11,071 [ 115,034 | 115,481 | 128,209 | 129,657 | 131,539 | 132,709| 137,126
s Cash position® 8343 | 12,086 10,847 11,907 | 11,620 | 12,698 | 13,221 | 11,417 | 1L58[ 12,086
] Other. ... 105,256 125,040 100,224 1 103,127 103,861 115,511 116,436 120,122 121,191 125,040

1. Excluding money market funds.

2. Includes reinvestment of investment income dividends. Excludes reinvest-
ment of capital gains distributions and share issue of conversions from one fund to

another in the same group.

3. Excludes share redemption resulting from conversions from one tund to

another in the same group.

4. Market valuc at end ol period, less current liabilities.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; guarterly data arc at seasonally adjusted annual rates.

5. Also includes all U.S. goverument securities and other short--teru debt
securities.

NotE. Investnent Company Institute data based on reports of members, which
comptise substantially all open--end investient companies registered with the
Securities and Fxchange Commission. Data refiect newly tormed companics after
their initial offering of securities.

1983 1984
Account 1982 1983 1984 —
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

I Corporate profits with inventory valuation and
cupital consumption adjustiment ... 1591 2252 2873 1791 216.7 245.0 260.0 277.4 2911 282.8 297.3
2 Profits before tax. . JE 165.5 203.2 237.5 161.7 198.2 227.4 225.5 2433 246.0 224.8 2358
3 Profits tax liabitity. ..., 60.7 75.8 9.0 59.1 74.8 84.7 B4.5 92.7 95.8 83.1 8¥.3
4 Profits after tax .. ... oo 104.8 127.4 147.5 102.6 123.4 142.6 141.1 150.6 150.2 141.7 147.5
5 Dividends .. .. .. . . 69.2 72.9 80.5 71.1 71.7 3.3 75.4 77.7 79.9 81.3 83.0
6 Undistributed profits. ................... . 35.6 54.5 66.9 314 51.7 69.3 65.6 72.9 70.2 60.3 64.4
7 Invemtory valUation ... 9.5 1.2 -5.9 4.3 12.1 19.3 -9.2 13.5 -7.3 2 2.8
8 Capital consumption adjustinent ... ... 31 33.2 55.6 21.7 30.6 36.9 43.6 47.6 523 58.3 64.3

SOURCE, Survey of Current Business (Departiient of Commerce).
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1.49 NONFINANCIAL CORPORATIONS Asscts and Liabilitics

Billions of dollars, except for ratio

1983 1984
Account 1978 1979 1980 1981 1982, — - —
w 04 Ol Q2 03
I Currentoassets. .. ... ... i 1,043.7 1,214.8 1,327.0 1,418.4 1,432.7 1,522.8 1,557.3 1,600.6 1,630.6 1,667.3
2 Cushe oo o 105.5 118.0 126.9 135.5 147.0 150.5 165.8 159.3 155.0 150.6
3 U.S. government secunities. . ... 17.2 16.7 18.7 17.6 22.8 27.0 30.6 35.1 36.7 32.3
4 Notes and accounts receivable. ..o o000 388.0 459,0 506.8 532.0 519.2 565.0 577.8 596.9 612.4 628.0
S lnventories . ..o . 431.8 505.1 542.8 583.7 578.6 597.3 599.3 623.1 6343 662.5
6 Other. . .o 1011 116.0 131.8 149.5 165.2 183.0 183.7 186.3 193.2 194.0
7 Current linbilities. .. ... ... . L 669.5 807.3 889.3 970.0 976.8 1,026.6 1,043.0 1,079.0 1,111.9 1,143.0
8 Notes and accounts payable 383.0 460.8 513.6 546.3 543.0 559.4 5719 584.1 604.6 624.7
9 Other.................... 286.5 346.5 375.7 423.7 433.8 467.2 465.2 495.0 507.3 518.4
10 Net working capital . . ........................ ... 374.3 407.5 437.8 448.4 455.9 496.3 514.3 521.6 518.6 524.3
11 MEMO: Current ratiol. ..o 1.559 1.505 1.492 1.462 1.467 1.483 1.493 1.483 1466 1.459
1. Ratio of total current assets 1o total current liabilities, ) Statistics, Board of Governors of the Federal Reserve System, Washington, D.C'.
NoTte. For a description of this series, see *'Working Capital of Nonfinancial 20551.
Corporations™ in the July 1978 Burpetin, pp. 53337, Soukrck. Federal Trade Commission and Bureau of the Census,

All data in this table reflect the most carrent beachmarks. Complete data are
available upon request trom the Flow of Funds Section, Division of Research and

£.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment &

Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1983 1984
Industry! 1982 1983 1984 I e e E e SR
0l Q2 03 Q4 Ot 02 03 Q4!
. [ S O A I I
1 Total nonfarm business . ........... ... 282.711 269.22 307.59 261.71 261.16 270.05 283.96 293.15 302.70 M3t 321.40
Manufucturing
2 Durable goods industries ... o0 56.44 S1.78 63,02 50.74 48.48 S1.06 54.85 58.94 60.20 65.44 67.49
3 Nondurable goods industries. ... ... 13,23 59.75 67.99 5912 60.31 58.00 61.50 63.84 67.46 69.00 71.60
Nonwmanufaciuring
4 MIning. ... 15.45 11.83 12.90 12.03 10.91 11.93 12.43 13,98 12.13 12.61 12,92
Transportation
5 Ralroad........... ... ... ... ... 4.38 1,92 5.32 3.35 3.04 4.07 4.634 4.41 5.64 5.80 541
6 Air.... . 1.93 3T 3.02 4.09 4.10 1.57 3.32 2.1 2.98 316 318
7 Other. 3.64 4.50 4.57 3.60 3.14 1.36 391 4.28 4.33 4.6Y 4.98
Public uti
Electric 33,40 34.99 34.72 3397 34.86 3584 35.3) 35.74 35.30 34.64 3319
9 Gas and other. K88 7. 9.45 7.64 6.62 6.38 7.37 7.87 9.30 10. 11 10,51
10 Commercial and other 93.68 i 92.67 106.61 ¥7.17 89.10 ‘)L'/‘)l 100.62 101.35 105.35 107.61 1212
A'l'vade and services are no longer being reported separately. They are included 2. "Other' consists of construction; wholesale and retail trade; finance and

insurance; personal and business services; and communication.

in Commercial and other. line 0. :
SOUKCE. Survey of Current Business (Department of Commerce).

1. Anticipated by business.



Billions of dollars, end of period

Securities Markets and Corporate Finance

DOMESTIC FINANCE COMPANIES  Assets and Liabilities

A37

1983 1984
Account 1978 1979 1980 1981 1982 — —
Q3 04 Ql 02 Q3
ASSETS
Accounts receivable, gross

LConsumer. . ... 52,6 65.7 73.6 85.5 89.5 92.3 92.8 96.9 9.6 103.4
2 Business . 63.3 70.3 72.3 80.6 81.0 R6.4 95,2 100 104.2 103.2
3 Total . - e 116.0 136.0 145.9 166.1 1704 179.0 188.0 198.0 203.8 206.6
4 L1.ess: Reserves for unearned income and losses. . .. 15.6 20.0 233 28.9 30.5 30.1 30.6 ite 33.4 347
5 Accounts receivable, net. ... o oL 104.4 116.0 122.6 137.2 139.8 148.9 157.4 166.1 170.4 171.9
6 Cash and bank deposits . . 3.8

7 Securities ... 1.3 24.9! 27.5 4.2 9.7 45.0 45.3 47.1 48.1 49 4
B Allother ... 17.3

9 Total ussels . .. ... 122.4 140.9 150.1 171.4 179 193.9 202.7 213.2 218.5 22009

FIABILITIES
10 Bank Joans ... .o 6.5 8.5 13.2 15.4 18.6 17.0 19.1 14.7 5.3 16.0
11 Commercial paper. ..o 34,5 433 43.4 51.2 45.8 49.7 53.6 S8.4 62.( 60.1
Debt

12 Short-term, n.e.c, 8.1 8.2 7.5 9.6 8.7 R.7 11.3 12.2 15.0 15.1
13 Long-term, n.e.c. 43.6 46.7 524 54.8 63.5 66.2 65.4 68.7 67.6 7.2
14 Other............. ... .. 12.6 14.2 14.3 17.8 18.7 24.4 27.1 29.8 29.0 29,2
15 Capital, surplus, and undivided protits . ... ... .. 17.2 19.9 19.4 2.8 24.2 27.9 26.2 29.4 29.6 29.2
16 Total liabilities and capitat .. ......... . ... .. .. 1224 140.9 150.1 171.4 179.5 193.9 202.7 213.2 218.5 2209

1. Beginning Q1 1979, asset items on lines 6, 7, and 8 are combined.
NoTe. Components may not add to totals due to rounding.

These data also appear in the Board's (.20 (422) release.

inside front cover,

1.52  DOMESTIC FINANCLE COMPANIES  Business Credit A

Millions of dollars, scasonally adjusted except as noted

For address, sce

Changes in accounts Extensions Repayments
receivable
Accounts _ _
receivable |
Type outstanding 1984 1984 1984
Dec. 31, | S S _ _
1984!
Oct Nov. Dec. Oct. Nov. Dec, Oct, Nov Dec.
LTotal ... 135,227 3,004 1,860 2,969 | 26,797 24,946 | 27,0881 23793| 23,086 24,419
Retai] financing of installment sales
2 Automotive (commercial vehicles) .. ... .. ... 11,334 62 19 20 790 77 720 728 732 140
3 Business, industrial, and farm cquipment 20,771 25 215 477 1,048 1,337 1,491 1023 1,122 1,014
Wholesale Iin:mcing
4 Automotive 18,509 1,152 349 1,295 10,308 ¥,616 9,898 9.156 8,267 8.603
5 Equipment ... 4,593 --37 43 -82 560 617 573 597 574 658
6 Allother........ .. 6,624 23 142 212 1,639 1,702 1,690 1,616 1,560 1,478
Leasing
7 Automotive 12,353 373 271 371 485 787 917 512 486 540
8  Equipment . 35,883 531 554 453 1,164 1,328 1,528 633 774 1,075
9 Louns on commercial accounts receivable und factored com-
mercial accounts receivable ... L 14,690 344 133 226 9,112 8,753 9,285 8,768 8,620 9,059
10 All other business credit ..o 10,470 531 114 31 1,291 1,065 986 760 951 955
AFinance company data have been revised from Junie 1975 through November 1. Not seasonally adjusted.
1984. Revised dala may be obtained trom the Finance Company Unit, Capital NoTe. These data also appear in the Board’s G.20(422) release. For address,

Markets Section, Division ot Research and Statistics, Board of Governors of the

Federal Reserve System, Washington, D.C. 20551

see inside front cover.
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1.53 MORTGAGE MARKIEITS

Millions of dollars; exceptions noted.

1984 1985
Item 1982 1983 1984 oo = - - ek T TS S

July "\“L Sept. Oct, Nov. Dec. Jan.

Terms and yields i primary and secandary markets

T el T -

PrimAry MARKETS

Conventional mortgages on new homes
Terms

1 Purchase price (thousands of dollars) 94.6 92.8 96.8 98.3 94.3 97.4 98.4 99.8 102.67 94,8
2 Amount of loan (thousands of dollars 0.8 69.5 RN 74.6 1Y 2.5 74.0 75.2 76.9 72.3
3 Loan/price ratio (pereent) ... . 76.G 774 787 78.4 8.1 71.3 8.2 71.9 Y 8.3
4 Mu(unly (Yewrs) ..o 27.6 20.7 27.8 28.2 28.0 27.6 27.6 21.5 28.0 RYR
5 Fees and charges (puunl ol loan amount)” .. 2,95 240 2.64 3.07 2.82 2.63 2.58 2.54 2.657 2.66
6 (lontract rate (percent per annunt). .. ... t4.47 12.20 11.87 11,91 .89 12.03 12.27 12.27 12,05 LE76
Yield (percent per annwm) )
7 FHLBB series? o0 000 o 15.12 12.66 12.37 12.50 12.43 12.53 12.77 12.75 12.557 12.26
8 HUD seriest. ... .. 15.79 13.43 13.80 14.53 14.24 13.98 13.59 13.20 13.05 12,88
SECONDARY MARKETS
Yield (percent per annum) .
9 FHA mortgages (LHUD series) 15.30 13,11 13.81 14.58 14.2) 13.99 13.43 12.90 12.99 13.01
10 GNMA securities®, .. .. oL R 14.68 12.25 13,13 13.88 13.56 13.36 13.09 12.1 12.54 | 12.26

Activity i secondary markelts

FEDERAL NATIONAL MORTGAGE ASSOCIATION

Maortguge holdings (end of period)

L Total oo 66,(131 74,847 83,339 83,858 84,193 84,851 45,534 86,416 87,940 y
12 FHA/VA-insu 39,718 37,393 35,148 35,049 34,938 34,844 34,791 34,752 34,711
13 Conventional 26,312 37,454 48,191 48,809 49,255 50,006 50,749 51,664 53,229
Mortgage transactions (duving period
14 Purchases . ... i 15,116 17,554 16,721 1,226 820 1,145 1,087 1,297 1,962 n.it.
15 Sales ... L. TR 2 3,528 978 0 0 0 0 4] [\l
Mortgage commitmenis’
16 Contracted (during period) ... 0 22,108 18,607 21,0017 1,976 1,227 1,142 1,638 2,180 2,758
17 Outstanding (end of period) ... oo 1,606 5,461 6,384 6,281 6,332 6,235 6,656 5,910 6,384
FEDERAL HOME [.oAN MORTGAGE CORPORATION
Mortgage holdings (end of period)®
Wolotal oo 5,131 5.996 [T 9,154 U331 9,447 9,726 9,900 4
19 FHA/VA. ... e S R 1,027 974 1.4, 906 Wil 896 891 886
20 Conventionul ... .., FE R 4,102 5,022 n.i. 8,248 8,431 B.551 ¥.835 9,014
Morigage transactiony tduring periodi
20 Purchiases oo 23,673 23,089 n.a, 1,288 1,821 1,262 2,864 2,241 .. 0.,
22 Sales Lo 24,170 19,686 1. 1,573 1,570 1,137 2,573 1,961
Morigage commitments?
23 Contracted (during period) ..o AU 28,179 32,852 ., 3,929 3,130 3,440 2,663 4,158
24 Outstanding (end of period) ... o 1,549 16,964 n.i. 22,30 23,639 22,013 l 25,676 27,550
Weighted averages bused on sample surveys of morlgages originated by Average net yields to investors on Government National Mortgage Assocla-
nm]m institutional lender groups; compiled by the Federal Home T.oan Bank lmn puarantecd, montgage-backed, fully moditied pass-through securities, assum-
Hmnd in cooperation with the Federal Deposit lusurance Cuorporation. g prepayment in 12 years on pools of 30-vear FHA/VA mortgages carrying the
Includes all fees, commissions, discounts, and “points™ paid (by the prevailing ceiliug rine. Monthly figures are unweighted averages of Monday
bun'nwcr or the seller) to obtain a loan, quotations for the month.
3. Average effective interest rates on loans closed, assuming prepayment at the 7. Includes some multitamily and nonprofit hospital loan commitments in
end of 10 years., addition to 1- to 4-tumily loan commitments accepted in FNMA's fice market
4. Average contract rales on new conumnitments for conventional first mont auction systen, and through the FNMA-GNMA tandem plans,
gages: from Departiment of Housing and Urban Development. 8. Includes participation as well as whole loans.,
S, Average gross yiekds on 30-year, minimun-downpayment, Federal Housing 9. lnctudes conventional and government-underwritten loans, FHILMCs maort-
Administration-insured first nortgages for inmediate delivery in the private gage commitments and mortgage transactions include .unvny under mortgage/
secondary market. Any gaps in data are due to periods of adjustinent to changes in securities swap programs, while the corresponding data tor FNMA exclude swap

maximum permissible contract rates. activity.



1.54 MORTGAGE DEBT OUTSTANDING

Millions of dollars, end of period

Real Estate

A39

1983 1984
Type of holder, and type of property 1982 1983 1984 s —— —f— - y—— e —
)4 (0]} Q2 )3 004
— — s i A (O S S
I All holders . ........... 1,658,450- | 1,827,5637( 2,030,930 { 1,827,5637 | 1,874,489 1,934,43770 1,987,182 2,030,930
2 I- to 4-famnily .. .. LI035 [ 1,219,145 1,349,951 | 1,219,1457 4 [ 250,678 1,287,5377] 1,320,500 | 1,349,951
3 Multitamily............ 140,063" 150, 1497 163,977 150,1497 153,655 158,349" 161,960 163,977
4 Commercial .. ... 01,3627 348,958 406,139 348,958 360,5407 3779747 393,607 406,139
S Farm .. ..., 106,710 1093117 110,863 1093117 109,616 110,577 (AN g 110,863
6 Major tinancial msnlulums ............................... 1,024,680 | 1,110,165} 1,247,106 LETOROST |1, 138,9317)  1,183,48070 1,221,779 1,247,106
7 Commercial barks! 301,272 328,323 374,186 328,323 340,797 353,946 365,3867 374,186
¥ 1-to d-tamily ........... 173,804 181,3007 197,944 181,300 185,5307 190, 706f 194,93y 197,944
9 Multitamily .. ........... 16,480 18,288" 21,142 18,2887 20,0057 20,670 21,4127 21,142
10 Commercial ... . 102,5537 119,41 17 144,623 1194117 125,550 132,447 138.774¢ 144,623
1 Barm ... e 8,435 9,3247 10,477 9. 324 971 10,1237 10,2677 10,477
2 Mutual savings banks. ..o oo 97,805 136,054 160,761 136,054 143,150 147,517 150,4627 160,761
13 1- to 4-family 66,777 96,569 14,364 96,569 101,868 105,063 106,9447 114,364
i4 Multitamily .. ........... 15,305 17,785 20,190 17,785 18,441 18,752 19,1387 20,190
15 Comercial 15,694 21,671 26,176 21,0714 22,841 23,672 24,3497 26,176
16 Farm ... 29 29 31 29 30 30 1 3l
17 Savings and Joan associaions, ... ... .o 483,614 494,789 554,868 494 7897 503,509 528,727 550,1297 554,868
18 I-tod-family ..o 393,323 390,883 431, lT’ 390,883 397,017 414,087 429,1017 431,132
19 Multifwmily. . ... 38,979 42,5527 42,552r 43,553 45,9517 47 8617 48,274
20 Commercial ............ 51,312 61,3547 61,3547 62,9397 68,1347 73,167 75.462
21 Life insurance companies .. 141,989 150,9997 157,291 150,599" 151,4457 153,845 155,802 157,291
22 I-tod-family ... 16,751 15,3197 14,218 15,3197 14917 14,437 14,204 14,218
23 Multifamily 18,856 19,1077 18,881 19,107 19,0837 19,028 18,828 18,881
24 Commercial . 93,547 103,831 111,692 103,837 104, 8907 107,796 110,149 111,692
25 Barm e 12,835 12,7427 12,500 12,742 12,5557 12,584 12,621 12,500
26 Federal and related agencies ... e 138,138 147.370 157,826 147,370 150,784 152,669 153,407 157,826
27 Government National Mortgage Association 4,227 1,395 2,500 1,395 2,900 2,718 L) 2,500
28 wodfamily ..o oo . 676 630 597 630 618 605 594 807
29 Multifanuly .. ... 3,551 2765 1,903 2,765 2282 2. 110G 1,795 1,903
30 Farmers Home Administration. . . ... ... .o, 1,786 2,141 1,800 2,14} 2,094 1,344 748 1,800
31 1- 1o 4-family 783 1,159 449 1,159 1.005 281 206 449
32 Muttitumily .. ... 218 173 124 173 303 463 126 124
33 Commercial .. .. 377 409 652 409 319 81 113 652
34 Farm ..., ............. 408 400 575 AN 467 519 293 RVA
35 I'ederal Housing and Veterans
AdmMIMISITation. . ..o oo e 5,228 4,894 B 4,894 4,832 4,753 4 801 4,782
36 1~ to 4-family 1.980 1.893 n.i. 1,893 1,956 1,894 1,967 2,007
37 Multifamily . .......... .. 3,248 3001 Nt 3,001 2,876 2.859 2834 2075
38 Federal National Mortgage Association. ................. 71,814 78,256 87,940 78,256 80,978 83,2418 84,850 R7,940
39 i- to 4-famnily 66,500 73,048 82,175 73,045 FANNLY 17,6338 79,178 R2.173
40 Muiltitamily .. ... ... 5,314 5211 5,765 5.2 8,205 S.610 5,075 5.765
41 Federal Land Banks. ..o 0 o 50,350 51,052 50,679 51,052 51004 51,130 S1,182 50,679
42 1~ to d-Lanily 3,068 3,0K0) 2,948 3,000 2.982 2,958 2,954
43 Barm o 47,282 48,052 47,731 48,052 48,002 48178 48,228
44 Federal Home Loan Mortgage Corporation. . ........... 4,733 7,632 10,125 7,632 8,979 Y 478 9447
45 orod-fanily .o 4,686 7,559 9,425 7,559 8,847 8.931 8,841
46 Multifamily . ..o o 47 73 700 73 132 547 606
47 Mortgage pools or trusts? 216,654 285,073 331,019 285,073 296,481 305,051 317,548 331,019
48 Government National Mortgage Association. ... ... 118,940 159,850 179,873 159,850 166,261 170,893 175,770 179,873
49 I- 1o 4-family . 115,831 155,801 175,089 155,801 161,943 166,415 171,095 175,089
50 Multifamily . ............ 3,109 4,049 4,784 4,049 4,318 4,478 4,675 4,784
51 Federd] Home LLoan Mortgage Corporation 42,964 57,895 70,417 57,898 59.376 61,267 61,964 70,417
52 f-tod-famtly ..o AT 42,560 57,273 69,817 57,273 58,776 60,636 63,352 69,817
53 Multifamily . . oo 404 622 600 622 600 631 6012 600
54 Federal Nutional Mortgage Association® ... 14,450 25,121 36,215 25,121 28,354 29,256 32 KRR 36,218
55 I-tod-tamily ..o 14,450 25,121 35,965 2812 28,354 29,256 32,730 35,965
56 Multitainily it Nt 250 n.. . n.i. 158 250
57 PFarmers Home Administration. .. ... ... ... ... 40,300 42,207 44 514 42,207 42,490 43 635 44 926 44,514
58 I-todfamuly ..o oo 20,005 20,404 21,578 20,404 20,573 21,331 21,595 21,578
59 Multitamily . . 4,344 5,090 5,818 5,090 S.081 5,08 5,618 5,835
o) Commercinl ... 7001 7,351 7,403 7.351 7,456 7,764 7.b44 7,403
61 Farmo.. o oo oo 8,940 9,362 9,698 9,362 9,380 9.459 9 869 9.69K
62 Individual and ulhu\‘ 278,978 284,955 294,979 284,95y 288,293 293,237 294 448" 294,979
63 to 4-furify? 189,121 189, {8y~ 192,243 189, 18Y” 190,522/ 193,304 102,509 192,344
64 Multifianily ... ... 30,208 31.,43% 32,454 31,48% 31,776 RO 3, 60M 32754
65 Commercial ... oo 3,868 34,9317 40.131 149317 36,5457 38,0807 39,2047 40,131
66 Farmi....o.o o 28,781 29.402r 29,851 29,402 20,45¢ 29,6847 20813 29 851
1. Includes loans held by nondeposit trust compaies but not bank trust S Includes estimate of residential mortgage credit pravided by individuals.,

(It]m[lmuns
Outstanding principal bakinces of mortgages backing securities insured ot
ymmnlgcd by the agency indicated.

3. Outstanding balances on FNMA’s issues of seeurities backed by pools of

u)nvulliouu] martgages held in trust, Implemented by FNMA in October 1981,

. Other holders include mortgage companics, real estate investment trusts,
\l.llL and {ocal credit A;.cnuc\ Stute and local retirement funds, noninsured
pension funds, credit unions, and U.S, agencies for which winounts are small or
tor which separate data are not readily avaitable.

Nouy.

Based on data from varjous institutional and governmental sources, with

some gquarters estimated in part by the Federal Reserve in conjunction wnh the
Federal Home LLoan Bank Board and the Departinent of Commerce. Separation of
nonfarm mortgage debt by type of property. if not reported  directly, and
interpolations and extrapolations when required, are estimated mainly by the
Federal Reserve. Multitamily debt refers to loans on stractures of five or more
units,
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1.55 CONSUMER INSTALI.MENT CREDIT! Total Qutstanding, and Net ChangeA
Milliony of dollars
1984
Holder, and type of credit 1981 1982 1983 i Sl S Il A S — -
May June Iuly Aug Sept Oct. Noy Dec
Amounts outstanding (end of period
F'Potal, .o oo 335,691 355,849 396,082 418,080 427,565 435,367 443,537 450,131 455,318 463,516 477,014
By major holder
2 Commercial h.ulks ................. 147,622 152,49 171,978 186,668 191,519 195,265 199,654 202,452 204 582 206,635 212,391
3 Finance L(Hllpd[llt\ S 89818 98,693 102,862 102,967 104,464) 106,219 106,881 108,437 109,289 111,196 112,548
4 Credit unions . . N 45,954 47,253 53,471 58,517 59,893 61,151 62,679 63,808 64,716 66,528 67,858
S Retuilers?, ... oo oo 31,348 32,735 35911 33,730 34,206 34,022 34,294 34,426 34,802 36,000 39,8713
6 Savings and loans .. ... oo 12,410 15,823 21,018 24918 25,837 26,767 27,918 28,868 29,756 30,857 31,905
7 Gasoline companies ... ... 4,403 4,063 4,131 4,020 4,289 4,472 4,452 4,328 4,205 4,132 4,108
8 Mutual savings banks .. ... oo 4,137 4,792 6,114 7,263 7,361 7,471 7.659 7.812 1,968 8,168 8,331
By major type of credit
9 Automobile. ... 125,331 131,086 142 449 152,225 155,937 159,649 162,038 164,361 166,028 168,095 169,951
10 Commercial banks. ... 0 00 58,081 59,555 67,557 75,787 78,018 80,103 1,786 K2.706 83,620 84,320 KS.501
11 Indirect paper....ooooooo 34,755 . L, n.a. N, .. n.a. n.. n.a, nat.
12 Direct loans ... 23,472 n.a. 1.3, 1 n.a, .l n.i. n.a, n.a. n.u.
13 Creditunions ... . 22,596 25,574 27,988 28,646 29,248 29979 30,519 30,953 31,820 32,456
14 Finance companies .. ... ... 48,935 49,318 48,450 49,273 50,298 50,273 51,136 51,455 51,949 51,994
1S Revolving ... oo 64,504} 69,998 80,823 82,436 84,598 85,588 87,788 89,742 91,017 93,468 101,067
16 Commercial banks 32,880 36,666 44 184 47,936 49,374 50,358 52,313 54,258 55,276 56,641 601,549
17 Retailers ... .. S 27,217 29,269 32,508 30,480 30,935 30,758 31,023 31,156 31,536 32,695 36,410
18 Gasoline u)mp.lrllL\ ............... 4,403 4,063 4,131 4,020 4,289 4,472 4,452 4,328 4,205 4,132 4,108
19 Mobile home ... oo n oL 17,958 22,254 23,680 24,104 24,427 24,751 25,178 25,482 25,484 25,686 25,892
20 C omuur(,ml banks. ..o 10,187 9,605 9,842 9,573 9,621 9,681 9,711 9,761 9,627 9,613 9,610
21 Finance companies ..o 4,494 9,003 9,365 9,434 9,528 9,612 9,786 9 857 9,890 9,892 9,901
22 Savings and loans ... 2,788 3,143 3,906 4,478 4,644 4,811 5,018 5,189 5,282 5,477 5,663
23 Creditunions ... oo 489 503 567 619 634 647 663 675 685 704 718
24 0ther ... o 127,904 132,51 144,130 159,315 162,603 165,379 168,533 170,546 172,789 176,261 180,104
25 Commercial banks. ... 46,474 46,664 50,395 53,372 54,506 55,123 55,844 55,727 56,059 56,0558 56,711
26 linance L()[npdlllt\ R 40,049 40,755 45,083 45,659 46,309 46,822 47,444 47,944 49,185 50,653
27 Creditunions ....... ... . ... 23,490 24,154 29,910 30,613 3,256 32,037 32,614 33,078 34,004 34,684
28 Retallers ... ... 4,131 3,466 3,250 3,271 s 3,27 3,270 3,266 3,305 1,463
29 Savings and los S 9.622 12,680 20,437 21,193 21,956 22 ‘)()() 23,679 24,474 25,380 26,242
30 Mutual savings banks ... 4,137 4,792 6,114 7.263 7,361 7,471 7, 659 7,HL’?J 7,968 8,168 8,331
Net change (dining period)?
3 Total. ... 18,217 17,886 40,233 10,233 7,825 7,106 5,998 4,283 6,275 7,950 6,948
By major holder )
32 Commercial banks. ..o ooo L 007 4,442 19,488 6,068 1,835 3092 2,641 1,384 2,756 2,483 3028
33 Finance companies L 13,002 4,504 4,169 1,304 1,353 1,402 to 1,204 1191 1748 T96
34 Creditunmions ... 1.913 1,298 6,218 1,453 962 [,566 B 686 1,216 1.9%) 1,130
15 Retailers®. ... ... .. 1,103 651 3,176 476 471 10t 206 132 103 136 635
36 Savings and loans . 1,682 2,290 5,792 979 1,069 K47 1,124 764 823 1,143 I,121
37 Gasoline companies . o -65 340 68 46 89 =40 -81 135 %A 102 11
38 Mutual savings banks . ... .. L -85S 251 1,322 90 46 240 133 243 Yf 178 249
By major type of credit
39 Automobile. . ... 8,495 4,898 11,363 3,689 2,897 3,422 1,777 1,317 2,357 2,724 2,066
40 Commercial bank 3,455 -4 8,002 2.807 1,907 1,852 1,150 434 1,057 1019 1,278
41 Indirect paper. 858 228 n.a. n.a. .t n.it, 1.4, n.a .. .. .
42 Direct loans ... .. . 2.597 234 n.i. n.a. . . TN 1., n.a. N, na
43 Creditunions ... 914 622 2978 695 461 750 405 17 581 958 537
44 Finance companics ... 11,034 3,505 129 187 529 K20 222 SS6 719 750 254
45 Revolving .. ... 4,467 4,365 10,825 2,817 1,569 640 1,314 1,324 1,496 1,714 1,571
46 Commercial banks, ... 3,118 3,808 7,518 2,298 1,047 764 1,159 1.323 1,279 1,289 1,001
47 Retailers ............ . . 1,417 897 3239 473 433 K4 206 136 127 323 SR
48 Gasoline companies ... 65 340 68 46 89 40 St 135 A 102 -1
49 Mobile home .. ... 1,049 609 1,426 302 454 462 §73% d1K =216 29 29
50 Cominercial banks. . 186 - S08 237 -50 10 31 4 4 -9 1 29
51 Finance companies ... 49 471 430 156 258 185 346 1560 210 232 282
52 Savings and loans ... . 466 633 763 183 174 230 M4 157 72 184 181
53 Creditunions ... 20 14 6d 13 12 16 9 7 13 20 13
54 Other ... oo 4,200 3,224 3,425 2,905 2,582 2,44 1,324 2,638 3,541 \‘ 3,340
55 Commercial bunks. 1,133 RYM 1,010 871 545 318 - 377 51l 176 [ 723
S0 Finance compaics . 1,280 528 D61 566 w7 541 498 682 1,200 794
57 Creditunions ........ . . 978 662 745 489 B0 430 182 022 Lars SKU
S8 Retailers ..o oo 314 246 3 38 17 4] 4 24 13 54
59 Savings and loans ..o A, 1,657 196 89S 617 910 61?2 751 95y 940
60 Mutual savings banks ... ... 85 251 90 46 240 133 243 96 178 249
A These data have been revised from July 1979 through February 1984, 3. For 1982 and carlier, uet change equals extensions, scasonally adjusted less

k]

The Board's series cover most short- and intermediate-term credit extended
to individuals through repular business channels, usually to finance the purchase
of consumer goods and services or to refinance debts incurred for such purposes.
and scheduled to be repaid (or with the option of repayment) in two or more
installments.

entertainment companics.

Includes auto dealers and excludes 30-lay charge credit held by travel and

liquidations, seasonally .l(]|ll\l((| Beginning 1983, net change equals outstandings,
seusonally adjusted less outstandings of the previous period, scasonally adjusted.

NoOTE.

“Total conswmer nomnstaliment credit outstanding: ~<redit scheduled to

be repadd ina lump som, including single-payment loans, charge accounts, and

service credit-
1981,
Th

amounted to, not s(.lxmmllv adjusted, $80.7 billion at the end of

$85.9 billion at the end of 1982, and $96.9 billion at the end of (983,

inside front cover.

e data atso appear in the Board's G 19 (421) release.

FFor address, sec
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1.56 TERMS OF CONSUMER INSTALLMENT CREDIT

Percent unless noted otherwise

1984
Item 1982 1983 1984 o —**"* — ‘]r ——————
June July Aug, Sept. Oct. Nov., bec.
INTEREST RATES
Commercial banks!
1 48-month new car ... . e
2 24-month personal. ... oo 16.83 1392 . o o 14.08 . 139V 1 ........
3 120-mouth mobile home? . PP 18.65 1668 ... oo 16751 . 16.63
4  Creditcard....... e 18.05 1590 oo oo 15.72 15.60
Auto finance companies 18.51 1873 oo 18.81 18.82
S8 NEW CHI oot e
6 Usedcar........... . o 16.15 12.58 5. R 14.68 15.01 15.16 1518 15.24
. 2078 18.74 18.34 17.64 1777 17.99 18.10 18.19 18.30
Otk Terms?
Maturity (months)
T ONEW CUE v e e
8§ Usedcar... 46.0 459 50.2 A8.2 48.6 49.2 49.5 49.7 S0.0 S0.2
Loari-to-value ratio 34.0 37.9 39.8 398 398 39.8 39.9 399 390 398
9 EW CUT Lttt e
10 Usedcar....... e 85.3 86.0 89 H8 KR 88 89 88 89 89
Amount financed {(dollars) 90.3 92.0 93 92 92 93 93 93 93 93
Il Newear oo e
120 Used Car. .o 8,178 8,787 9,707 9,311 9,371 9,409 9,402 9,449 9,577 9,707
4,746 5,033 5,975 5.714 5,763 5,753 5,792 5,826 5,900 5,975
1. Data for midmonth of quarter only. NoTe. These data also appear in the Board's (.19 (421) release. For address,
2. Before 1983 the maturity for new car loans was 36 months, and for mobile see inside front cover.

home loans was 84 months.
3. At auto finance companies.
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1,57 FUNDS RAISED IN U8, CREDIT MARKETS

Billions of dollars; hall~yearly data are at seasonally adjusted annual rates.

Domestic Financial Statistics {1 April 1985

1

FNRWT

I = R

5T SSo=
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59
o0

=

62
63
04

19
Transaction category, sector 1979 1980 1981 1982 1983 1984 e
J HI
Nonfinancial sector
b O
Total net horrowing by domestic aonlinancial sectors ... 386.0 [ 344.6 [ 3804 4041 526.4 | 715.8 | 358.1
By sector and instrument
LS, BOVETDIMENT. . ..o 174 192 87.4 161.1 186.6 198 .8 104.1
Treasury securit 388 9.8 878 | 162.1 186.7 | 199.0 | 1055
Agency isstes and mlortgages - 1.4 Kil -5 -9 A 2 1.4
Private domestic nonfinancial sectors. ..o oo 348.6 265.4 | 293.1 3398 516 | 2540
Debt capital instruments ... .. 2012 192.0 159.1 2394 1 2884 140.7
Tax-exempt obligations ... .. 30.3 30.3 2.7 56.3 54.6 439
Corporate bonds .............. 17.3 26.7 218 15.7 32.2 12.0
MOTTZARES . oot 163.6 | 135.1 114.6 1673 201.5 84.8
HOME MOVEAPES © oo 120.0 96.7 76.0 108.7 | 128.9 Si.6
Multifamily re 7.8 8.8 4.3 8.4 13.8 AN |
Commereis 23.9 20.2 24.6 47.3 573 19.7
larm 1.8 9.3 9.7 2.9 1.6 6.5
Other debt instrunments ... 137.5 73.4 134.0 83.9 1005 | 2241 113.2
Consumer credit 45.4 6.3 26.7 21.0 51.3 100.6 20.6
Bank loans n.e.c, ... 51.2 36.7 54.7 S5.8 27.3 1.5 69.0
Open ntarket paper.. ..., 1.1 5 19.2 4.1 1.2 23.8 (0.0
Other ... oo 29.7 24.8 334 115 211 2.3 13.6
By borrowing sector. ... 348.6 ¥65.4 | 2931 2428 | 33981 Sl6.S 254.0
State and local governments, .. ... 17.6 17.2 6.2 3.3 36.7 3.0 24.1
Households 179.3 1221 127.5 94.5 | 17541 241.6 94.7
Farm ........... 2.4 14.4 16.3 7.6 4.3 2.2 9.6
Nonfarm noncol |mmlc. 34.4 337 40.2 9.5 63.9 6.3 36.6
COrporate .. ... o 96.0 78.1 102.9 70.0 59.5 163.5 89.0
Foreign net borrowing in United States ... oo 20.2 27.2 27.2 15.7 18.9 1.7 10.2
Bonds .. .. 39 8 S.4 6.7 3.8 2.7 2.4
Bank loans ne.c. oo 23 11,5 3.7 6.2 4.9 -6.2 7.6
Open market papu 1.2 10.1 13.9 10.7 6.0 K 12.5
ULS. government loans .o 2.9 4.7 4.2 4.5 4.3 4.8 1.0
Total domestic plus foreign . ... ... 406.2 | 3708 | 407.6 | 419.8 | 5453 717.0 | 368.3
Fimancial sectors
Total net borrowing by finuncial sectors ... 82.4 62.9 84.1 69.0 HW.T | 126, 84,2
By instrument
(LS. govermment related .o 479 44.8 47.4 64.9 67.8 4., 60.0
Sponsored credit agency seenr . 243 244 30.5 14.9 1.4 30.0 2.4
Mortgage pool seeurities ... 230 19.2 15.0 49.5 6.4} 447
Loans from U.S. povernment. ... oL 6 1.2 1.9 A L.
Private financial seclors. ..o oo 34,5 18.1 36.7 4.1 22
Corporate bonds ... ..o oo 7.8 7 -8 2.5 17.1
MOFTEABES .o oo * . S N *
Bank loans ne.e. oo - .8 9 9 1.9 2 9
Open market paper. ..o 18.0 4.8 20.9 -1.2 13.0 2.2
Loans from LFederal Hlome 1.oan Banks v.2 7.1 16.2 R 7.0 15.7
By sector
Sponsored credit agencies. ..o o 24.8 25.6 2.4 15.4 1.4 30.0 1.2
3 Mortgage pools . ... o 231 19.2 15.0 49.5 60.4 44,2 36.8
Private financial sectors. ... 34.5 18.1 36.7 4.1 229 524 24.2
Conunercial banks .. 1.6 S 4 1.2 .5 2. N
Bank affiliates ... 6.5 6.9 8.3 1.9 8.6 10.8 9./
Savings and loan associations. 12.6 7.4 15.5 2.5 -7 2001 14.3
Finance companies . ... 16.5 5.8 12.8 9 17.0 19.5 +
REITS ©o 1.3 2.2 2 ! 2 A
All sectors
Total met borrowing. . ... ... .o 488.7 | 434.7 | 4908 4888 06359 M.C.ST 452.5
U.S. government seeurities 84.8 122.9 133.0 ] 2259 254.4] 273.1 163.5
State and local obhgations. . .. 3013 30.3 2.9 538 568 54.6 43.9
Corporate and toreign bonds ... 29.0 34.6 26.4 27.8 46.5 49 .4 1.8
MOTMEUEES .o 163.5 1349 1139 86.5 167.2| 201.5 84.8
Consumer credit .. .. 45.4 6.3 2067 200 S1.3 10).6 20.6
Bank loans ne.c. oo oo oo RPN 47.3 hP ) 512 L) 6.2 [FERN
Open markel paper. ..o 40.3 2.6 54.0 5.4 7.8 453 34.8
Other Toans. .. ..o o 42 1 1'/’.” 55.8 17.2 20.3 S2.K 28.5
fixternal corporate equity funds raise
e e T e -
Total new share issues, ........... -3.8 22.2 -4, 5.3 07.8 ] ~29.8 23.3
Mutual fumds ... . s.2 H.3 18.4 328 38.1 12.5
Allother............... ... . 39 7.1 10.4 16.9 4.9 679 10.9
Nonfinancial corporations . ... - 7.8 12.9 11.5 14 28.3 72.1 7.0
Financial corporations 3.2 2.1 & 4.0 2.7 3.0 3.9
Foreign shares purchased in United States .. 8 2.1 A 1.5 4.0 1.t N

82 19833
e 11 12
| S _— A
By
450.1 | 448.9 | 56348
ka4l 2220 Vst
2088 | 2221 1510
4 R A
266,91 4127
21441 2642
62.8 | 497
23.0 8.4
128.6 | 206.0
83.8 | 1336
2.8 13.9
403 54.3
1.6 4.1
S4.6 1 525 1488
2041 359 606
42.0 13.3 | 442
8.2 10.6 8.3
9.4 139 323
317 2669 | 4127
S 419|316
943 | 1348 | 2160
5.6 8 7.9
423 5001 71.6
SLO| 393 796
212 153 225
1.0 4.6 2.4
4.7 1.3 1.5
9.0 4.6 16.5
6.0 1.9 4.6
471.4 | 504.2 | 586.3
— Y - -
e
538 740 1073
69.4
6.9
625
5.0
18.9
;
2.2
18,8
5 2.0
150 4. 6.9
6221 03] 628
1601 78| 380
1.7 K 2
SKL 6l 1.1
9.3 - 0.0 4.5
1Ly | 14| 227
e 2 b
5250 | 578.2( 6946
8.3 | 2884 | 220.5
637 e8| 497
4381 428 303
882 1285 | 206.0
4] 359 obo
S99 1) 41.9
S139) -80| a3
591 57| 35
RS BN IS
d i United States
e B
47.2 ! 83,51 52,0
2431 368
29] 468
158 ] 382
4.1 2.8
3.0 5.7

1984
H1 H2
6979 732.6
V774 2206.2
1776 2203
2 A
S20.5 5124
280.4 29064
37.9 71.3
24.1 40.3
2183 184.8
140.9 1169
17.1 14
S8.8 S6.1
1.8 1.3
240.2 2161
98.2
59,7
16.0
42.1
S20.5 512.4
18.9 47.0
236.6 246.6
R{ 1¥
&6.1 66.5
178.3 148.6
19.2 18.7
[.1 4.4
6.0 6.3
18.9 18.1
5.3 4.4
717.1 717.0
121.0 1319
641
LR
383
I
14.9
i 4
1 1.7
212 200
1857 157
30.8 29.2
383 S(LO
519 527
4.8 K
200 1.5
18.2 219
9.6 9.4
.1 .1
LALN 8d48.9
2467 299.5
37.9 71.3
40.1 S¥.8
218.2 184.7
13,0 Y2
Ti3 S<
TS 19.0
‘“ 1 62.2
—43.3 coi6d
39.0 372
£82.3 536
RS 59.6
2.0 a2
7 0]
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1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS

Billions of dolars, except as noted; half-yearly data are at seasonally adjusted annual rates,

1982 1983 1984
Transaction category, or sector 1979 1980 1981 1982 1983 1984 p—m—— ——————————-- ~~~—T —_——
H1 12 H 2 HI H2
I Total funds advanced in credit markets to domestic
nonfinancial sectors ... oL 386.0 | 344.6 380.4 1 404.1 526.4 | 7153 358,14 450,18 | 488.9 563.8 697.9 | 732.6
By public agencies and foreign
2 Total net advances .. ... 75.2 97.0 977 109.1 1171 142.6 1408 H7.3 1 1197 114.6 123.7 f61.5
i U.S. guvernment seeutitie -6.3 15.7 17.2 18.0 27.6 358 9.7 26.2 40.5 14.6 334 382
4 Residential mortgages. . ... 35.8 317 23.5 61, () 76.1 56.5 47.6 4.4 80 .0 52.0 o014
S PHLB advances to saving and fosns .o 9.2 7.1 16.2 7.0 15.7 11.1 -9.5 | —-12.1 - 2.0 15,7 15,7
6 Other loans and securities ..o 6.5 42.4 40.9 29, 1 20.5 3.6 324 26.2 11.1 29.9 2.6 46.6
Total advanced, by secto
7 LS government ..o o 19.0 237 24.1 16.0 9.7 16.7 14.8 17.1 9.1 10.3 6.1 2.2
8 Sponsored credit agencies ..o 53.0 45.6 2 65.3 69.5 R 618 68.7 68.2 0.7 73.0 0.6
9 Mounetary authori P 7.7 4.5 9.2 9.8 10.9 8. 3. 15.7 15.6 6.2 17.1 -3
10 Foreign ... .o e 4.6 23.2 16.3 18.1 27.1 457 20.4 15.8 26.8 27.4 27.5 640
Agency and torcign borrowing not in line 1
11 Sponsored credit agencies and mortgage pools ..., .. 47.9 44.8 47.4 64.9 67.8 74.2 60.0 69.7 66.2 6Y.4 69.1 79.2
120 FOrEIn .o 20.2 27.2 27.2 15.7 18.9 L7 10.2 21.2 153 22.5 19.2 1.7

Private domestic funds advanced
13 Total net advances
14 U.S. government s
15 State and local obligations . .

/9.0 1 319.6 | 3573 3756 1 4959 | 64B.6 1 3275 | 423.8 | 450.% 541.1 662,51 6347
9l.1 107.2 (15.8 1 207.9 [ 2269 | 2373 153.7 | 262.0 | 247.8 205.9 ( 213.2 1 261.3
30.3 30.3 22.7 53.8 56.3 54.6 439 63.7 62.8 49.7 YR T3

16 Corporate and foreign bonds ... oo o000 18.5 19.3 18.8 14.8 14.6 17.4 A 29.6 2.9 6.3 18.0 16.9
17 Reswdential mortgages .. ... .. 91y 73.7 56.7 --3.2 40.9 0.1 11.0] - 17.4 6.4 75.5 1059 66.2

18 Other mortgages and loans .. 156.3 96.2 159.5 103.2 150.2 | 268.9 130.2 76.3 08.7 2007 | 30324 2347
19 Less: Federal Home [oan Bank : 9.2 7.1 16.2 8 -7.0 15.7 1.1 -9.5 12.1 2.0 15.7 157

Private financial intermediation
20 Credit market funds advanced Ly privete financial
in\lilllliuns .................................... 3139 281.5 323.4 285.6 376.7 541.9 274.4 296.7 | 3232 430.1 522.2 561.0
1231 100.6 102.3 107.2 136.1 176.1 99.9 114.5 | 121.6 150.6 1928 159.4
56.5 54.5 27.8 313 136.8 147.7 25.2 37.4 | 1289 {44.6 157.0 138.4
85.9 943 97.4 108.8 9K.8 113.2 1.4 106.3 89.5 108.1 95.6 130.8
48.5 2.1 96.0 ELIX 20 104.9 3749 38.6 16.8 26.% 76.7 1331

3139 | 281.5 | 323.4 ) 285.6 | 3767 | S41.9 | 2744 | 296.7 | 3232 430.1 5222 5616

Private domestic depos 1374 169.6 | 211.9 1 1747 | 2035 { 2839 147.6 | 20019 | 192.7 2042 | 277.0 0 2907

27 Credit market borrowing ... . 34.5 18.1 36.7 4.1 22.9 52.3 24.2 16.0 7.8 38.0 S1.9 52,7
28 Other sOmCes .o e 142.0 93.9 74.8 106.7 150.4 205.8 102.6 OB 1228 177.9 193.2 218.3
29 l*"urcign funds . 27.6 | - 217 -8 207 2201 208 28.3 ] 251 -14.2 S58.5 15.7 259
30 ‘Freasury balances 4 ~2.6 -1 6.1 ~-5.3 3.8 2.0 4.1 10.1 208 9 6.8
31 Insurance and pu)smn FESCIVES 72.8 §3.9 9.4 104.6 99.2 108.2 [11.4 y7.8 K)o 108.4 107.6 108.9
32 Other, net . PR 41,2 34.2 --5.9 228 344 729 215 24.1 36.8 Y 69.0 T6.8

Private domestic nonfinancial investors

33 Direct lendiug in credit markets .. ... e 9.6 s6.1 70.6 94.2 | 1421 159.0 7LA ] 11| 1353 148.9 | 1923 | 1257
M ULS, government securities ... .. 52.5 24.6 293 37.4 88.7 114.0 353 39.5 959 81.4 139.4 8K.6
35 State and local obligations . ..., .. 9.9 7.0 10.5 34.4 425 318 3044 387 527 32.3 2.5 42.1
36 Corporate and toreign bonds . . .4 57 - 8.1 -52 2.0 - 6.2 17.7 7.3 1.7 h) 7.8 20,1
37 Open market paper ........ 8.0 -3 2.7 -l 1.9 1.0 35 3.7 - 8.1 15.9 3.0 1.0
3 Other oo 30.0 333 6.3 218 5.0 18.4 26.2 29.3 3.4 13.5 20.7 16.2
39 Deposits and currencey .. 146 181.1 221.9 181.9 222.6 294.6 152.1 2117 1 214.5 230.7 290.2 299.0
40 Curtency ... o 8.0 10.3 9.5 9.7 14.3 14.2 6.7 12.7 14.8 13.8 17.7 10.7
41 Checkable deposits ..o 18.3 5.2 18.0 15.7 21.7 16.4 1.9 29.5 48.0 4.7 36.6 -39
42 Small thime and savings accounts | .. 59.3 82.9 47.0 | 138.2 | 219.1 148.0 43.2 193.1 ] 278.6 159.7 1249 | 1712
43 Money market fund shares ... oo 34.4 29.2 107.5 247 | - 44.1 47.2 394 10.0 84.0 -4.2 30.2 64.2
44 Large e deposits. oo oo 18.8 45.8 36.9 7.7 --7.5 69.8 2191 - 373 | --61.0 459 80.0 SO
45 Security RPs........ ... FE 6.6 6.5 2.5 38 14.3 2.4 1.1 6.6 1.0 17.5 5.3 &
46 Deposits in foreign countries. ... oo oL 1.5 1.1 A =25 4.8 3.4 2.2 2.9 7.0 2.7 - 4.5 2.3
47 Total of credit market instruments, deposits and

CUETENCY . .t aaas 246.5 237.2 292.5 276.1 364.7 453.6 229.4 3227 | M98 379.6 482.5 424.8
48  Public holdings as pereent of total ... oL 18.5 26.1 24.0 26.0 21.5 19.9 27.4 249 23.7 19.5 17.2 22.8
49 Private financial intermediation (in percent). . o K2.8 88.1 H.S 76.0 76.0 83.5 83.8 70.0 717 79.5 8.8 8.5
SO Total foreign funds ..o 23.0 LS 7.6 8.6 49.2 66,5 7.9 9.3 12.6 85.9 43.1 89.9

MEMO: Corporate equities not included above

S) Total metissues ... ... 3.8 22.2 —4.1 35.3 67.8 | —29.8 233 47.2 83.5 5200 —43.3| —164
2 Mutual fund shaves . . S.2 6.3 (8.4 kYA 381 2.5 24.3 36.8 28.9 9.0 37.2
53 Otherequitics.................. 7.0 - 10.4 16.9 34.9 67.9 10.9 22.9 46.8 230 82.3 ] - 53.6
54 Acquisitions by financial institutions . e 24.9 201 39.2 57.5 19.4 1.0 67.3 75.9 392 1.6 kI
55 Other net purchases oo | =27 242 -39 10.2 49.2 12.3 2001 7.6 28] 5081 470
NOTES BY LINE NUMBEK 32, Mainly retained carnings and nu miscellancous Habilitics.
1. Line 1 of table 1.58. 33. Line 12 less line 20 plus line 27.
2. Sum of lines 3.6 or 710, 34-38. Lines 14-48 Jess amounts acquired by private finance. Line 38 includes
6. Includes tarm and commercial mortgages. Mortgayes.
11. Credit market funds raised by federally sponsored credit apencies, and net 40. Mainly an oftset o line 9.
issues of federally related mortgage pool securitics. 47, Lines 33 plus 39, or line 13 less line 28 plus 40 and 46.
13, Line | less line 2 plus line 11 and §2, Atso line 20 dess line 27 plus jine 33, Also 48, Line 2/line 1
sum of lines 28 and 47 less Jines 40 and 46, 49, Line 2Wline 13,
18. lncludcs farm and commercial mortgages, SO, Sum of lines 1) and 29,
26. Line 39 less lines 40 and 46. 51, S3. Includes issues by financial institutions.
27. Tixcludes equity issues and investment company shares. lucludes line 19, Nore. Full statements for sectors and transaction types in flows and in amounts
29, Foreign deposits at commercial banks, bank hmm\\'mp from foreign outstanding may be obtained from Flow of Funds Section, Division of Research
branches, and liabilities of toreign bauking apencies to forejgn affiliates. and Statistics, Board of Governors of the Federal Reserve System, Washington,
30. Demand deposits at commercial banks. D.C. 20885,

3. Excludes net investment of these reserves in corporate equitics,
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2.10  NONFINANCIAL BUSINESS ACTIVITY  Sclected Measures

1967 = 100; inouthly and quarterly data are seasonally adjusted. Exceptions noted,

Measure 1982 1983 1984 |-~ yp—— - - o
May June July
| Industrial production. . .......... ... ... 138.6 147.6 163.4 162.8 164.4 165.9
Marker groupings

2 Products, total 141.8 149.2 164.8 163.3 165.3 167.4

3 Final, total ........ 141.5 147.1 162.8 161.1 163.1 165.2
4 Consumer goods . . 142.6 151.7 161.8 161.7 163.0 163.8

S ]'quipmcnl ..... 139.8 140.8 164.1 160.3 163.3 167.0
6 Intermediate . . 143.3 [56.6 172.5 171.6 173.5 175.8

T Materials. .. .oo o oo 133.7 145.2 161.2 162.0 162.9 163.5

Industry groupings
8 Manufacturing ... 137.6 148.2 164.9 164.2 165.7 167.3
Capacity utilization (percent)!

9 Manufactning ... 71.1 5.2 1.4, 81.7 82.2 82.9
10 Industrial materials industries 70.1 75.2 1.4, 82.7 8.9 83.1
11 Construction contracts (1977 - 100)" .. ... 111.0 138.0 150.0 165.0 148.0 152.0
12 Nonagricultural cimployment, total*. ... .., 136.1 137.0 143.1 142.5 143.1 143.4
13 Goods-producing, total. ..., 102.2 100.4 106.8 106.6 107.1 107.5
14 Manufacturing, total ... 96.6 95.1 100.7 100.6 100.9 101.3
15 Manufacturing, production-worker ... 89.17 87.9 94.0 94.1 94,3 94.6
16 Service-producing . ................... 154.7 157.1 163.0 162.2 162.8 163.1
17 Personal income, total ... ... .. 410.3 435.6 478.2 472.8 477.2 480.6
18 Wages and salary disbursements ... ... 367.4 3886 422.5 419.2 422.6 424.4
19 Manutacturing Lo 285.5 294.7 323.6 3219 323.1 324.4
20 Disposable personal income e 398.0 427.1 470.5 465.3 469.1 472.8
20 Retailsales™. ... 326.0 373.0 411.8 413.6 417.7 410.5

Prices®
22 COnSUMEr . ....oovi e 289.1 298.4 311.1 309.7 310.7 37
23 Producer finished goods .. ... ... L. 280.7 285.2 291.2 291.1 290.9 292.3

1984
Aug. Sept

166.¢ 165.0
167.2 166.4
165.1 164.6
162.5 161.6
{6R.7 168.9
175.1 173.0
164.0 162.8
167.6 166.6

2.8 82.2

83.3 82.4
151.0 144.0
143.6 144.1
167.7 107.3
101.4 1040.%

948 94.0
163.4 164.2
483.5 487.0
425.5 428.4
326.2 325.7
475.5 479.1
407.3 413.6
313.0 314.5
291.3 289.8

Oct,

164.4°

166.97
165.2
t6l.67
170.17
17340
160.47

166.27

81.7
8L

146.0

144.6
107.6
101.2
94.3
164.9
489.17
428.8
126.7
481,17
415.5

315.3
291.6

Nov.”

165.0

167.8
166.4
162.9
171.2
173.2
160.5

166.7

81.7
80.9

158.0

145.1
107.8
101.4
94 .4
165.6
492.3
432.6
330.0
483.7
421.8

315.3
292.3

(l)uu,’

165.9

169.2
167.7
163.6
173.4
174.6
160.7

168.0

82.1
80.8

148.0

145.4
108.4
HILY

94.9
165.7
494.2
436.5
3333
484.9
419.8

315.8
292.4

1985

Jan.

166.6

170.1
[OK.&
164.7
174.3
175.0
161.3

168.4

n.a.

145.9
108.7
102.0

95.0
166.3
496.8
438.0
334.2
487.6
422,49

3161
292.7

1. Ratios of indexes of production to indexes of capacity. Based on data trom
Federal Reserve, McGraw-Hill Economics Departinent, Department of Com
muu: and other sources.

Index of doflar value of total construction contracts, including residential,
numcsulcnlml and heavy cngineering, from MceGraw- Hill Information Systems
Company. ¥, W. Dodge Division.

3. Based on data in Emplovment and Farnings (U.S. Department of Labor).
Series covers employees only, excluding personnel i (hL Armed Forces.

4. Based on data in Swrvey of Current Businesy (U.S. Department of Com
mercee).

5. Based on Burcau of Census data published in Survey of Current Business.
6. Data without seasonal adjustment, as published in Monthly f.abor Review.

Seasonally adjusted data for changes in the price indexes may be obtained from
the Bureau of [abor Statistics, U.S. Department of 1.abor.

NoOTE. Basic data (not index numbers) for series mentioned in notes 4, 5, and 6,
and indexes for series mentioned in notes 3 and 7 may also be found in the Sun(\
of Current Business.

Figures for industrial production for the lust two months are preliminary and
estimated, respectively.



2.11 LLABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT

Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.

Selected Measures

A45

Category

HOUSEHOLD SURVEY DATA
1 Noninstitutional population! ...............

2 labor force (including Armed Forces)! ..

3 Civilian labor force. ...
Employment

4 Nonagricultural industrie ..

5 Agriculture. . ...
Unemployment

6 Number . ... ..o

’ Rate (percent of civilian labor for .

8 Notinlaborforce. ...

ESTARLISHMENT SURvEY DAata
9 Nonagriculural payroll evployment?. ..

10 Manutacturing
1l Mining. ...............
12 Contract construction
13 Transportation and public utilitic
14 Trade. .......................
15 Financ
16 Service .. ... o o
17 Governmient. ..o

174,450

112,383
110,204

96,125
3,401

10,678
9.7
62,067

89,566

18,781
1,128
3.9057
5,082

20,457
5,341

19,036

1983

176,414
113,749
171,550
97.450
3,383

10,717
9.6
62,665

90,138

18,497
957
3,940
4,958
20,804
5,467
19,665

15,837

15,851

1984

178,602

115,763
113,544

101,685
1,321

8,539
7.5
62,839

94,166

19,589
999
4,315
5,169
21,790
5,065
20,666
15,973

1984

June July Aug. Sept.
178,501 178,669 178,821 179,005
115,836 116,097 115,867 116,000
113,619 | 113,868 | 113,629 | 113,764
102,023 | 102,044 | 101,884 | 102,075
3,368 3,333 3,264 3,319
8,228 8,491 8,481 8,370
7.2 7.5 7.5 7.4
62,665 62,572 62,954 62,999
94,135 94,350 94,523 94,807
19,629 19,696 19,725 19,616
1,002 1,007 1,017 1,020
4,343 4,356 4,356 4,374
5,163 5,175 5,202 5,213
21,747 21,811 21,839 21,930
5,676 5,676 5,679 5,684
20,681 20,701 20,748 20,861
15,894 15,928 15,957 16,109

1985

Oct. TNU\'. Dec. Jan.
4‘—7‘ - — -
179,181 179,353 179,524 179,600
116,241 116,292 116,682 1174091
114,016 | 114,074 | 114,464 | [14,875
102,480 | 102,598 | 102,888 | 103,071
3,169 3,334 3,385 3,320
8,367 8,142 8,191 8,484
7.3 1.1 7.2 7.4
62,940 63,061 62,842 62,509
95,1577 1 95,4947 1 95,6617 | 96,009
19,686 19,718¢ 19 810y 19,833
1,012 1,Xw 1,003 992
4,382 4,396 4,452r 4,522
5,225 5,2267 5,238 5,248
22,080 22,2677 | 22,28y 22,442
5,705 5,725¢ 5,748 5,761
20,964 21,030 | 21,085 | 21,151
16,1037 16,123 16,0457 16,060

1. Persons 16 years of age and over. Monthly figures, which are based on
sample data, relute to the calendar week that contains the 12th day; annual data
are averages of monthly figures. By definition, seasonality does not exist in
population figures. Based on data fromy Employment and arnings (U.S, Depart-

ment of Labor).

2. Includes self-employed, unpaid tamily, and domestic service workers.,

3. Data include all tull- and part-time employees who worked during, o
received pay for, the pay period that includes the 12th day of the month, and
exclude proprietors, seli-employed persons, domestic servants, unpaid family
workers, and members of the Armed Forces. Data are adjusted to the March 1983
benchmark and only seasonally adjusted data are available at this time. Based on
data from Fmployment and Farnings (U.S. Departmient of Labor),
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2.12 OQUTPUT, CAPACITY, AND CAPACITY UTILIZATION
Seasonally adjusted
1984 1984 1984
Series —_—r - e ey — T
Ol Q2 Q3 Q4 ol Q2 O3 04 0l 02 03 Q4
— - e e b 4 1
Output (1967 - 10) Capacity (percent of 1967 output) Utilization rate (percent)
| Total industry . ........................ 159.8 " 163.1 165.6 165.1 198.4 199.7 201.1 202.4 80.5 81.7 82.4 81.5
2MINE. o 124.2 1251 129.0 124.3 165.7 165.9 166.1 166.3 5.0 75.4 N 4.8
3 Unlities ..o 179.2 183.1 181.1 182.2 2138 2153 2168 218.3 R83.8 85.0 815 LRI
4 Manufacturing ... ..o i61.0 164.4 167.2 167.0 199.5 201.0 202.5 204.0 80.7 H1.8 82.5 LI
S Primary processing .. ... 160.5 162.5 162.2 160.8 196.5 197.2 198.0 198.7 81,7 82.4 81.9 80.9
6 Advanced processing ... oo 161.7 165.2 169.7 169.9 20011 203.0 204.9 206.8 80.3 81.4 828 82.1
T Materinls ..o 158.8 162.1 163.4 160.5 194.7 195.9 197.2 198.4 81.0 82.7 2.9 §0.9
& Durable goods ... 157.6 162.0 164.6 162.5 197.1 198.3 20008 79.9 81.7 82.5 80.9
9 Metal matenials ... 97.3 L3 v1.2 92.0 1391 138.5 1373 700 72.4 70.5 67.0
10 Nondurable goods. . ... .. 183.7 186.6 185.7 182.4 221.8 223.4 2269 42.8 43.8 82.5 K0.4
11 Textile, paper. and chenncal. ..., .. 193.2 195.9 194.9 190.7 234.2 236.2 240.3 #2.5 82.49 818 79.4
12 Paper ... oo 165.8 168.5 1710 167.9 168.5 169.5 171.5 98.4 99 .4 100.3 97.9
13 Chemical ... oo 236.7 240.4 238.4 235.5 302.3 305.2 3109 8.3 8.8 77.4 75.8
14 Energy malerials ... oo 131.2 132.4 133.1 128.8 155.8 156.4 157.0 157.6 84,2 84.6 84.8 81.7
ey B e J A
Previous cyele! Latest cycle? 1984 1984 1985
Higllal» IAOWJ tigh Fow Jan. May June July Aug. Sept. Oct.” TNU\'.’ Dec Jan.
SN U IS E S B ool B
Capacity utilization rate (percent)
e N e B e | - e
15 Total industry ........ 88.4 7Hd 87.3 69.6 86.1 81.5 82.1 82.7 82.5 8.9 81.4 81.5 81.7 81.9
16 Mining .............. 918 86.0 8Y.5 av.6 75.4 75.4 76.6 8.3 773 7.4 74.3 75.0 4.9 5.2
17 Utilities .. ... .. 94.9 82.0 86.7 79.0 84.8 84.7 85.4 84.1 833 83.2 82.9 84.6 1.8 84.3
18 Manufacturing ... ... 87.9 69.0 87.5 68.8 80.1 81.7 82.2 2.8 82.8 2.0 81.7 81.7 §2.1 821
19 Primary processing . .. 93.7 68.2 91.4 66.2 RO.6 82.4 82.6 ¥2.3 R2.1 81.5 81.2 %07 8081 %08
20 Advanced processing . 85.5 69.4 85.9 0.0 80.0 81.2 81.9 83.0 83.1 82.4 81.8 82.0 82,61 2.7
21 Materinls . ... ... 2.6 69.3 H8.9 66.6 80.6 82.7 82.9 83.1 H43.2 82.4 81.0 80.9 xn.xg 809
22 Durable goods ... ui4 63.5 HY.4 59.8 8.5 815 82.0 82.S 82.9 82.2 81.3 RO K().(»i 804
23 Metal materials. . 97.8 68.0 95.4 46.2 67.3 722 20 70.8 70.8 69.8 07.6 060.7 66.6 65.6
24 Nondurable goods ... a4 67.4 91.7 0.7 81,9 R3.9 #3.3 83.0 2.9 81.4 80.5 80.4 RO | 801
25 Textile, paper, and
chemical DAl 65.4 923 6H8.6 §1.5 R3.3 2.6 2.5 82.4 8.5 e 79.3 19.4 79.0
26 Paper ... .. 9.4 724 97.9 86.3 99,3 99.8 99.8 101.5 99.7 99.7 8.7 7.0 98.0 Thit.
27 Chemiead ..o 955 640 91.3 64.0 16.7 1.0 1%.4 LY TR 6.1 8 759 187 n.a.
28 Energy materials oo 94.5 a4 88.9 78.5 K4.4 84.3 85.0 5.3 84.7 84.3 81.0 82.0 82.1 83.7

1. Monthly high 1973; monthly low 1975,

2. Monthly highs 1978 through 1980; monthly Jows [982.

NoTe. These data ulso appear in the Board's 6.3 (402) release, Foraddress, see

inside front cover.
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213 INDUSTRIAL PRODUCTION  Indexes and Gross Value
Monthly data are seasonally adjusted
1967 Y84 g
- O T 198
Grrouping pur- avp. s —t-
tion Jan I'eb. | Mar. | Apr. May | June | July /\uy. Sept. ] Oclr | Nov. [ Deer | Jan.
‘] tndex (1967 - J(X)
MAJOR MARKED ( 1
I Totalindex .. ...... ... . ... ... .. 100,00 | 1634 | 158.5 | 160.0 | 160.8 | 162.1 | 162.8 | 164.4 | 1659 [ 166.0 | 165.0 | 164.4 | 165.0 | 165.9 | 166.6
2 Products Lo o), 71 | 1648 | 1597 | 1604 | 1611 | 162.5 | 1633 1653 | 1674 167.2 1 1664 | 1669 | 167.8 | 169.2 | 170.1
3 Finad products ©o oo 4782 | 162.8 | 157.5 | 158.0 { 158.6 | 160.2 | 1611 | 1631 | 1652 { 165.1 | 164.6 1 1652 | 166 | 167.7 | 168K
4 Consumer goods . ... 27.68 | 161,81 159.5] 159.4 ) 160.2 | 161.4 ] 1617 [ 163.0 [ 163.8 | 162.5] 161.6 | 161.6 ) 1629 163.6 | 164.7
5 Equipment ..., .. 20014 | 164,11 1549 | 1561 | 1564 | 1S8.5 1 160.3 | 1633 | 167.0 | 168.7 1 1689 | 170.1 | 171.2 1 173.4 | 174.3
6 Intermediate products 1289 | 172.5 ] 167.8 1 169.01 1702 | 171.0 | 1706 | 173.5 | 1758 | 1751} 173,01 173.4 | 173.2} 174.6 | 1750
7 Materials. ... ... 3929 | 16121 156.6 ) 159.4 1 160.4 | 161.5| 162.0 | 1629 | 163.5| 164.0) 1628 160.4 | 160.5] 160.7 | 161.3
Consumier goods
8 Durable constimer goods ... TEY ] 1622 ] 163,41 162.5 1 163.1 162.2 1 t6b4 ] 163.6 | 1637 162.6 1 15961 158.7 1 162.1 1 163.7 1 1669
9 Automotive products ... 2830 18144 18451 1820 3 1841 ) 1809 1 {TYUR D IRAZ L 18S.0 ] IRLE ] 173.0 ) 171.9 ] (R4.0 ] 1863 ) 1938
10 Autos and utility \’(hlLl(s . 2031 IS8 16334 162,21 1641 | 15841 (559 [ 1587 [ 1611 | 159.2 | 145.6 | 145.0 | 161.5 | 1647 | 174.4
11 Autos..... oo L0 | 1353 140.7 | 1404 | 142.4 | 1345 | 1329 136.2 | 138.7 | 1343 | 1211 | 123.6 | 1389 | 1425 | 1514
12 Auto parts and allied poods 80| 240.5 | 238.4 | 232.6 | 234.7 | 238.0 | 240.6 | 249.3 | 245.8 | 239.1 | 242.7 | 240.2 | 241.1 | 241.2 | 243.0
13 Homegoods. .. ................... S.06 ) 1SES | ISES | ASES | 1513 | 1507 | 1SLT) 1520 ) 1S1.8 | 1SLY | 152.0 | 151.4 | 1498 | 1511 ] 1519
14 Appliances, A/C,and TV .. 140 | 1343 136.4 1 135,11 1344 [ 136.0 F 1340 [ 1349 [ 133.4 | 132.3 | 136.4 | 1335 130.5 [ 133.9 | 1348
15 App]ldllLL\ and TV ... 1,33 | 137.5 ] 140.0 | 138.6 [ 138.0 [ 1388 | 136.7 | 138.0 | 136.9 | 1359 140.2 | 136.8 | 133.2 | 137.0} .....
16 Carpeting and furnitire ... LO7 | 179.5 | 1831 1787 | 180.2 | 181.0 1 179.6 | 1794 1795 ) 1808 | 1793 | 1781 | [77.5]| 1765} .....
17 Miscellaneous home goods ... 259 1493 | 146.7 | 149.1 | 148.5 [ 148.0 { 14B.6 | 150.0 { 150.3 | 150.6 } 149.2 | 150.0 | 148.8 | 1499 ] 150.6
18 Nondurable constmer goods. ..o, 19790 1616 3157.9 1 1582 0 1590 1 1610 16181 16271 16391 162.4 1 162.4 1 1627 ] 163.2 | 163.5| 163.%
19 Clothing A 429 e e e e e e
20 Consumer staples ... 1550 1706 166.5 | 1669 | 168.0 | 1702 | 171.6 ) 1732 1745 ) 1727 | 1730 | 17381 17421 1743 | 1748
M Consumer foods and tobaceo . R334 ..., 156,51 15681 157.6 1 16041 16101 16191 16291 16181 162.1 1 t62.4] 16151 ..... | .. ..
22 Nonfood staples. ..., F7 1 1843 1 1782 [ 1787 | 1801 [ 181.6 | 1839 186.3 | IRB.0 | 1854 | 1859 | 187.0 | 189.0| 187.8 | 188.2
23 Conswner chemical products 2,631 2410 2306 | 2309 | 231.3 | 2334 23597 2415 247.1 | 244.3 | 2473 | 24751 246,71 2492 | ... ..
24 Consumer paper products ..., 1.92 | 146.0 | 1388 | 140.3 | 1418 144.0 [ 145.6 | (47.9 | (51.5 148.7 | 146.7 [ 146.9 | 1485 { 1497 ( .. ...
25 Consumer energy products ... .. 262 1S5.5] 1534 | 1533 | 1568 | 157.0 1 159.8 1 159.0 | 1553 | 153.3 | 153.0 | 155.6 | 160.8 | 154.0 ] ... ..
26 Residential utilities ... bas 180.0 | 1728 | 177.7 | 177.4 ) 1810 | 1824 ) 178.6 | 175.0 | 174.1 [ 177.4 | 186.6 | ..... | .....
Equipment
27 BUSIIESS o 12,63 | I8L1 | 170.7 ) 1709 ] 172,80 ] 173.5 ] 176.5 | 1810 | IBS.S | 187.6 | 186.4 | 187.3 | 188.4 | 190.9 | 191.4
28 Industrial. ... 6.77 | 140.6 [ 1337 ¢ 134.6 | 1348 [ 1359 | I38.5 | 140.4 | 143,01 | 143.3 | 143.5 | 1453 | 14571 147.5 [ 146.5
29 Building and mining 144 | 1877 | 185,10 ) 182.0| 175.2 | 173.6 | 182.9 | 185.8 | 190.0 | 1906 | 190.7 | 194.6 | 197.2 | 2003 | 195.7
3 Manutacturiog ... .. .. 85| 127.5 [ 1197 ] 12009 | 1242 1262 | 127.4 [ (28.6 | 130.1 | 129.7 | 1298 | 131.0 ; 130.2 { 131.7 | 132.0
3l Power.............o o 147 | 1288 | 1200 ] 123.8 | 1227 | 124.1 ) 1240 ] 126.7 | 131.0 ) 131.2 [ 133.0 | 134.5 | 135.8 | 137.0 | 136.0
32 Comumercial transit, farm. ... S.86 | 227.8 0 21330 2150 2153 0 7.0 2205 | 228.1 | 234.5 ) 23K.9 1 23591 2358 1 237.7 ) 241.0 ] 243.0
kK] Commercial ............... .. 3.26 | 3254 303.2 1 3059 | 3069 | 09.6 | 3155 ] 326.3 | 33344 339.2 ] 336.5 | IIR.S | 341.6 | 347.7 | 3517
K] Transit . POA[ IS L 11000y 11000 | 1092 | 1089} 1097 | 1151 | 12004 | 12451 1204 | 1178 1 1182 | £19.3 1 1191
35 Farm 67 76.4 73.6 157 75.0 78.0 77.1 76.1 §1.8 80.3 76.4 76.1 76.2 .2 Lo
36 Defense and space oo FOSELOIIS6 [ 1283 1 1205 [ 1300 [ 1332 0 13301 ) 1335 ) 1359 136K | 1395 | 14008 [ 1423 | 14401 | 1457
Intermediate /HU{/N( I
37 Construcition supplies . S 6,42 | 159.0 | 155.5] 1566 | 1590 [ 159.6 | 15951 1609 | 1619 1609 | 1S8.2 ] 15861 157.2 | 1589 | 159.3
38 Business supplies ... Lo G647 | 185.9 [ 1801 ] 1813 | 1813 [ 1823 | IB3.S | 1861 | 1895 | 1891 IR7.6 | 18B.O| 189.1 | 190.2 | .....
39 Commercial enerpy products. oo Lol | (938 192,11 1916 | 187.0 | 190.0 | 190.8 1 1953 | 1949 1933 ] 194.5 | 194.81 199.6 | 198.5| .....
Materials )
40 Durable goods materiads. ..o 200350 1607 | 1546 1586 [ 1595 1613 ) 16161 163.0 | 164.2 | 1653 | 1643 | 162.9 | 162.3 | 162.3 ] 162.3
41 Durable consumer parts. ... A58 1346 | 13160 13301 | 133,01 (33.2 | 1326 | 13471 1351 136.6 | 1362 | 136.3 | 1355 | 138.5] 140.4
42 Equipment parts .. ... .. 5441 2125 198.2 1 204.0 ) 2067 ] 210.9 ] 210.6 | 214.0 ) 2188 | 2201 ) 219.6 ) 216.1 ) 2161 2159 ) 2144
43 Durable materials neco...ooo oL 10,34 | 147.0 | 141.8 | 146,0 | 1463 | 147.7 | 148.6 | 1487 1 148.3 | 149.2 [ 147.7 | 1467 | 1459 | 144.7 | 144.5
44 Hasic metal materfals ... S.57 1 1001 97.7 1 103.0 { 103.0{ 105.7 | 104.5 ] 104.1 | 103.4 ] 102.0 99.8 97.8 v5.7 9391 ... ..
45 Nondurable goods materials ... 10.47 1 1845 | 181.2 | 184.1 | 185.9 1 IRS.7 | 1874 186.7 | 186.5 | 186.7 | 184.0 | 182,01 182.3 | 182.7
46 Textile, paper, and chemical
materials ... 7.62 ] 1936 190.5 | 1939 ] 1953 | 195.0 1968 | 1958 | 1959 ] 196.3 | 192.4 | 190.7 | 190.5 | 191.0
47 Textile materials ... T8RS | 117.2 | 1199 | 1199 | 120.6 | 11891 12191 119.6 | 1188 | 120.1 | 115.6 | 112.0 | 109.8 | 110.2
48 Paper materials ... o0 162 | 168.1 [ 167.0] 1668 163.5| 166.7 1 16921 16951 1728 170.0 | 170.3 [ (689 166.3 [ 1684
49 Chemical materials . ... 000 415 237.7 | 2313 237.6 | 241.1 | 240.0 ] 241.1 7 240.2 4 239.3 | 240.6 | 235.3 | 234.5 | 236.0 | 236.0
S0 Containers. nondurable ............. 1704 1755 | 173.5 0 173.0 | 176.0 ) 1757 ) 176.6 1 176.7 | 176.6 [ 1753 | 175.8 | 174.3 1 1765 | 176.8
S1 Nondurable materials nee. oo 1147 137.5 [ 130.5 ] 13521 137.7 | 138.6 | 140.5 ] 140.5 | 1388 | 139.6 | 140.8 | 136.0 ] 1366 | 136.0 ] ... ..
52 Energy mudertals .o K48 | 1303 ) 1303 0 1300 1303 [ 932,10 ) 1309 | 1332 133.7 1 133.0} 132.7 ) 127.6 | 129.2 | 129.6 | 132.4
53 Primary energy 4651 1193 ) 1193 ) 12030 1196 ) US|} 19k | 12000 1 1227 1 122080 1216 0 130 1149 1168 ... ..
5S4 Converted tuel materials ... .. A2 146.0 | (458 1428 | 1454 | 1473 | 146.5 | 149.0 [ 1470 | 14681 146.1 [ 1452 | 146.5) 1452 | .....
Supplementary groups
55 Home goods and clothing ... O3S | 139.6 ) 140.1 140.3 | 14001 1410 | 1398 [ 139.6 | (397 139.6/ 1389 | 138.3 | 1377 1389 ] 1397
56 Energy, total oo (223 (423 1416 { (414 1419 1428 1433 144.5( 144.0( 143,01 1428 1 139.8 ¢ 142.51 1412} 1435
57 Products ..o 376 167.2 1 16511 1649 | 166.0 | 167.1 | 1692 1 170.0} 1673 | 1654 16551 167.5) 1725 167.5} ... ..
S8 Materials ... S48 [ 13030 13031 1300 1303 1320 [ 1319 13320 1337 | 133.0 | 1327 | 127.6 | 1292 | 129.6 | 132.4
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value—Continued
- 1967 " 1984 1985
. . SI1C pro- |19
Grouping code por- vy,
tion Jan. | Feb. | Mar. | Apr. | May | Jjune | July J Aug. | Sept. | Oct” | Nov. [Dec.” [ Jan,¢
Index (1967 = 100)
MAJOR INDUSTRY T
| Mining and utilities. ... Lo 12,05 | 1509 1514 148.9] 150.4 | 1503 182.1| 154.0] 154.4 153,07 153.3| 150.5) 153.1| 1503 153.4
20 MinIng. ..o 6.36 | 125.7| 124.8( 124.1| 123.8| 1233 125.0| 127.0| 129.9] 12831 128.7| 123.6| 124.8| 124.6] 125.2
IoouUtilities. ..o 5.69 [ 181.2| 181.0| 176.5| 180.0| 1827} 182.3| 184.3| 181.8] 180.6| 180.9| 180.6| 184.7| {181.2] 184.9
4 Electric.................o.... | ... 3.88 | 205.3] 206.8] 200.0| 204.6{ 207.7| 206.8{ 209.6| 205.9{ 204.0( 204.4| 203.8| 209.1| 203.3} 208.9
S Manufacturing ... ®7.951 1649 159.5] 1614 162.1] 163.4] 164.2| 1657 167.3] 167.6] 166.6| 166.2] 166.7| 168.0] 168.4
6  Nondurable .............. .. 3597 | 179.5) 175.2| 177.2] 177.6( 179.1[ 179.9] 181.3] I81.8] 181.7| 180.3| 179.4| 179.9| 180.7| 180.8
7 Durable........... ... ... SIL98 | 154.8| 148.6) 150.5) 1514 152.6| 153.3| 154.9| 157.2} 157.8| 157.1) 157.1| 157.6| 159.2] 159.%
Mining
8 Metal.............. ... 10 .51 91.5 89.4 97.4| 100.01 98.5 98.01 96.8 96.4 83.4 84.5 91.2 87.7 VLN
9 Coul........... .o 11.12 69 1 15581 ISL.S) 163.2) 164.0] 1514 153.9) 161.5 176.5| 171.7¢ 173.7] 127.8 | 134.4| 142.1| 144.5
10 Oil and gas extraction .. ..... e 13| 4.40| 1206 123.1| [19.6] 118.2( 118.8| 1204} 121.6] 122.8| 122.5( 122.4] 122.6| 123.6{ 123.5| 123.8
11 Stone and earth minerals. .. ..., .. 14 75| 145.3 ] 134,81 133.0| 1358 140.4| 144.0( 147.9| 1519 | 153.5| 154.6} 147.8] 148.0( 149.5| .....
Nondurable manufuctures
12 Foods ... 2000 8ISt .. 15941 160.01 161.2] 163.1| 164.2| 165.1| 164.9( 164.7| 164.3| 164.0
13 Tobacco products . . .. 21 YA 16,41 11091 11181 1133 112.8] 1&3 ] 1151 113.8| 113.1] 119.5
14 Textile mill products . 22| 2.68 ] 138.7] 143.91 142.3] 143.5] 140.0| 140.5( 140.7| 139.8] 140.3| 1354 1333
IS Apparel products . ... A% 2 T 70 1 1 ERUURUA IR RIIPRO RPN (P P I IR PP R
16 Paper and products. ............... 26 321 | 174,41 1723 176.6| 173.8| 172.4| 174.1| 174.6| 176.7] 176.7| 177.5| 173.5
17 Printing and publishing ............ 27 4.72 | 1697 163.4| 1648 165.2] 166.3| 167.5] 169.0¢ 172.6/| 173.1| 170.5| 172.3
18 Chemicals and products . .. . 28 ) 774 | 228.3| 221.5| 224.8| 225.0) 228.3| 227.9| 231.0] 232.0] 231.6| 230.8| 228.0
19 Petroleum products ...... .. 29 L79 | 1246 1188 127.6] 127.0] 126.8] 1279} 127.5| 124.7] 124.3| 122.6| 122.9
20 Rubber and plastic products. . 30 2.24 | 332,3 | 317.2 318.5( 323.8| 328.01 334,01 341.01 341.4} 341.5| 338.4| 338.6
21 l.eather and products.............. 31 86 60.0] 61.4] 639 639 63.5] 614 60.0 )61 591 579 55.0
Durable manufuctures
22 Ordnance, private and government . . . 19.91 3.64 1 103.6 99.7 99.6 | 100.6| 10141 100.8| 1017 102.7{ 105.5] 107.1| 107.7} 109.0
23 Lumber and products.............. 24 1.64 | 149.1] 146.0] 145.6( 149.3| 151.2 146.3| 148.5| 146.0| 148.8| 149.21 152.6| 152.2
24 Furniture and fixtures . . . 250 1371 190.51 1838 185.6] 184.6| 186.6( 190.5( 191.91 192.6] 1953 19431 194.7| 193.8
25 Clay, glass, stone pro(lucls ......... 320 274 | 159.61 157.8| 16041 160.2] 160.0| (6.6 159.7] 160.9] 160.0( 158.04 160.1[ 159.0
26 Primary metals ................... 33| 6.57 | 953 932 98.4) 9751 993 982 97.9F 945 94.4( 9411 92.7| 914
27 lronand steel ... 3321 421 80.0| 807 86.0) B4.4) 84.0F 83.5| 835 765 717 77.5] 4.6 T3.9
28 Fabricated metal pmduus o 34 [ 593 137.6| 1317 132,81 1349} 135.5| 136.5| 138.7] 140.6| 140.0| 139.5| 140.7| 138.7
29 Nouelectrical machinery | . 35 9151 1817 169.5| 170.9( 1719 174.9| 178.8| 182.0| 1869 | 189.1| 187.9| 187.7| 188.7
30 Electrical machinery ... .......... 36| B0S| 217.4| 2062 2099 212.0] 214.6| 214.5| 216.0 220.5| 221.5| 222.8) 222.3| 222.1
31 Transportation equipment .......... 370 927 [ 137.6] 1349 1352 1358 134.5| 135.0] 137.2] 140.6| 141.0] 137.6} 137.2| 141.3| 142.8] 1453
32 Motor vehicles and parts. . ... .. an 4.50 | 165.7] 1663 164.4] 1658 161.9] 163.0] 1653 169.0] 169.6[ 162.4| 161.77 170.8) 171.7| 177.1
33 Aerospace and miscellancous
transportation equipment. .. .. 372291 497 i1k 10537 107.7] 107.5] 108.81 108.61 110.8| 11381 1139} 114.2| 114.1] 113.6} 115.6( 1154
34 Instruments ..o Rt 200 174.4 1678 168.61 1697 17107 1718} 174.5| 1767 177.4| 178.5| 176.5| 177.5| (82.4| 181.4
35 Miscellancous manutuctures. ... ... 19 1507 149.8 | ISE.1| 152,01 182.3) 152,01 ISL.S| 1S0.8( 152.4| 1492 147.01 148.3 146.1| 147.5| 147.5
Gross value (billions of 1972 dollars, anuual rates)
— — e
MAJOR MARKET
36 Produets, total . ... 0] L 507.4 | 670.6| 655.1] 656.9| 661.8| 661.1| 6659 671.5| 682.4| 678.2| 673.6| 674.7| 680.9| 684.8| 689.4
37 Final ... o 390.9 | 517.3| 505.3| S05.0{ 509.6| S09.0| 514.01 S18.1| S25.9| 52234 S19.7{ 521.3) 527.4| 529.8| 533.5
38 Consumer goods............. o oo 277.5 | 348.6 | 345.3( 34531 347.7| 347.81 349.5] 350.9| 3S3.2| 347.4| 3454/ 346.7} 351.5| 351.9| 354.5
39 Equipment................. R 113.4 | 168.7] 160.0[ 159.7] 161.9] 161.2] 164.4| 167.2| 172.8| 174.9| 174,41 174.5| 1759} 177.9| 179.0
40 Intermediate. ... ..o e 116.6 | 153.3] 149.8( 151.9( 152.21 152.2] 151.9| 153.4| 156.5( 155.9| 153.8] 153.5] 153.5] 155.0] 155.9

NoTE. These data also appear in the Board's (5.12.3 (414) release. For address,
see inside front cover,
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2.14 HOUSING AND CONSTRUCTION
Monthly figures arce at scasonally adjusted annual rates except as noted.
1984
ltem 1981 | 1982 ] 1983 = - - o e e e e e e
M:lI.J Apr. May June Iuly Aug Sept. Oct.r Nov.’ Dec
Private residential real estate activity (thousands of units)
New UNirs { { T
1 Permits authorized . ... ... ... ... ... 986 1,000 1,605 1,765 1,802 1,774" 18197 1,59 1,508 1.481" 14367 1,613 1,627
20 Dfamily. oo 564 546 H2 1,0047 9837 943 041 8497 835" 865 817 838 832
3 2eor-more-tammily oo oo oo 421 454 3 T61r 819 B3l 878" 7410 673 6167 61y 775 7S
4 Started .. 1,084 1062 1703 1,7007 1,9497 1,787 1,837 1,7307 1SRy 1.6697 1,564 1600 1,508
bl {-tamily 705 663 1067 1,0767 1,163 L8 Loy 9967 9627 100y 919 1,043 1,084
6 2-or-more 379 400 635 6247 786 669" 76 734t 6287 6o S8y Y 511
7 Under construction, end of period!. ... .. 682 720 1.003 1,065 1,091 1,094 1,101 1,108 1,091 [.0%0 1,077 1,073 1,074
8 I-family . 382 400 524 571 582 589 S8Y 586 573 567 569 S70 379
9 2-or-more 301 20 479 404 509 506 Si2 519 517 523 507 502 496
10 Completed 1,266 1,005 1.390 1,5%) 1,654 1,756 1,739 1,718 1,689 1.661 1.607 1,558 1,589
1l {-family. 818 631 924 1,031 974 1,081 1,051 1,076 1,039 1.059 987 1,002 932
12 2-or-more- family ... 447 374 466 559 680 675 688 642 650 602 650 556 657
13 Mobile homes shipped. ............... .. 241 240 2967 29 287 295 298 3 3027 2827 3027 291 282
Merchant builder activity in 1-family units
14 Numbersold .................... .. 436 413 622 682 649 616 635 615 562 6627 652 588 606
15 Number for sale, end of period! 278 255 304 320 128 133 139 341 344 343 47 350 357
Price (thousandy of dollars)?
Median
16 Unitssold, ... oo 68.8 69.13 75.5 74.4 79.6 1.4 8.5 80.7 82.0 813 RO.(¥ §2.3 763
Average
17 Unitssold. ..o oo oo 83.1 83,8 89.9 91.7 96.2 101.9 98.8 7.1 96.9 101.37 V4.8 99,8 99,4
ExastinG UNirs (1-family)
I8 Numbersold .......... ... ... 2,418 1,991 2.719 3,020 3,000 3,060 2,904 2,710 2,700 2,670 2,650 2820 2850
Price of units sold (thousands of dollurs)’
19 Median 66. | 67,7 IR 7.2 2.5 73.1 738 4.5 3.7 20 72.0 72.4 2K
20 Average 78.0 80.4 82.5 85.1 86.1 86.2 87.7 ¥8.2 878 85.6 85.9 85.9 869
Value of new construction? (millions of dollars)
S S e m g e o -
CONSTRUCTION W <‘
21 Total putin place .. o000 239,112 1 230,068 [262.167 309,744 308,596 [316,398 (315279 (314,223 |318,031 [318,685 [ 317,876 | 115,950 | 318,734
22 Private o 185,761 179,090 {211.36Y {254,958 (254,057 (261,182 [257,7/8Y [25K,245 (261,165 | 260,871 {261,181 | 259 82t (262,776
23 Residential ... o 86,564 | 74,808 {111.727 141,087 [136,577 |138,401 136,418 [137 K18 [138,926 | 137,106 1 135,191 [ 1 04 | 130,477
24 Nomresidential, total. ... ... 99,1071 104,282 1 99,642 1113,871 | 117,480 122,781 121,371 120,427 1122,239 | 123,765 | 125990 | 127,617 | 132,349
Buildings
25 Induswial .« oo o 17,031 17,3461 12,863 | 14,363 | 13,633 | 15,170 | 14,065 § 13,784 | 14,613 14,917 | 14,921 15,362] 15,082
26 Commercial ... ... ... . 34,2431 37,2811 35,787 | 45,280 | 47,353 | 49,719 | 48,947 | 48,435 | 4949671 50,862 | 53 ,5]5 54,5811 5K, (84
27 Other. ..o o o oo 9,543 1 10,507 11,660 | 13,190 | 13,271 13,821 13,327 § 12,7447 12,0591 12,079 | 12,129 12,0400) 12,538
28 Public utitities and other.......... .. 38,3801 39,1481 39,332 | 41,038 | 43,223 | 44,071 [ 45,032 | 45,464 | 46,071 | 45907 | 45,405 | 45,634 45945
29 Public ... o 53,3461 50,9771 50,798 | 54,786 | 54,539 | 55,216 | 57,490 [ 55979 | 56,866 | 57,814 | 56,695 | 56,129| 55,958
30 Military. ... 1,966 2,205{ 2.544 2,872 2.82/ 2,649 2,703 2,345 2,851 3,508 2,897 2,708 2,778
31 Highway................... 13,599 13,428} 14,225 | 16,205 | 16,781 | 16,949 | 16,824 | 17,136 | 17,322 17,209 § 16,888 | 17,797 n.a.
32 Conscrvation and development | 5,300 50291 4,822 4,531 4,518 4,356 4,492 4,520 4,520 4,890 4,607 5.054 it
33 Other............. . oo 32,481 30,3150 29.207 ) 31,178 | 30,413 | 34,262 [ 33,471 | 31,978 | 32,173 | 32,207 ) 32,303 | 30,570 n.a.
f. Not at annual rates. Nore. Census Bureau estimates for all series except (a) mobile homes, which
2. Not seasonally adjusted. are private, domestic shipments as reported by the Manufactured Hnu»m,xv
3. Value of new wnsuuumn duta in recent periods may not be strictly Institute and scasonally adjusted by the Census Bureau, and (b) sales and prices of

comparable with data in prior periods because of changes by the Bureau of the
For a description of these changes sce

Census in its estimating udnnqucs
issued by the Bureau in July 1976.

Construction Reports (C-30-76-5),

existing units, which are published by the National Association of Realtors. All
back and current figures are available from originating agency, Permit authoriza-

tions are those reported to the Census Bureau from 16,000 jurisdictions beginning

with 1978,
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2.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on scasonally adjusted data, except as noted

A —

o>

Change from 12

Change from 3 months earlier

Change from 1 month earlier

months earlier (at annual rate) Index

level

Item Jan.

1984 1984 1985 1985

1984 1985 ——{ (1967
Jan. Jan. 100yt

Mar." June’ Sept.” Dec.” Sept.” Ocl.r Nov.” Dec.r Jan.
—_— e ———e — T»—-
CONSUMER PRICES?
Allitems ..., ... o 4.1 3.6 5.4 3.2 4.5 3.0 4 3 2 3 .2 316.1
Food ... oo 39 2.6 8.4 5 3.9 37 B 3 2 4 2 307.3
Energy items ................. L .5 .5 1.2 3 .1 7 .S .1 .1 -2 -8 414.5
All items less food and energy .. 4.8 4.5 5.1 4.8 5.3 3.5 4 3 2 3 4 3079
Commodities ............. C 4.7 33 18 3.9 3.8 9 4 . 0 2 .5 256.5
Services. ... 4.9 5.3 6.0 5.2 6.2 5.0 4 .5 4 4 4 366.4
PRODUCER PRICES
Finished goods. . ... . ... ... ... 2.0 .1 6.1 4 0 1.8 0 0 3 2 A 292.7
Consumer foods. .......... 53 7 15.2 =715 4.5 4.5 B! . 4 .6 —.6 274.2
Consumer energy . ........ 7.1 5.4 -5.2 5.0 -19.7 5.7 -1.0 1.6 4 .6 2.4 T13.0
Other consumer goods ... .. .. 2.7 2.5 5.6 .8 2.5 .0 2 -5 3 2 N 250.0
Capital equipment .................... 2.2 2.2 39 272 2.3 0 2 -2 .2 0 4 298.1
Intermediate materials® .. ... ... . . 1.y 1.5 4.2 2.7 1.1 1.1 -1 .1 2 .1 .0 325.4
Excluding energy. ... 3.1 1.9 4.1 2.0 Y 1.3 -.1 N 3 0 .0 305.1
Crude materials

Foods. ... .. oo 10.2 -4.8 8.9 -19.2 =17 12.0 .5 8 34 3 2.4 251.3
Lnergy N -3.2 3.5 - 1.6 4.0 1.0 --7.0 -7 3 -9 ) -2.2 758.4
Other ... 14.3 - 3.1 9 14.3 -153 10.7 3 -2.0 -5 -4 1.4 254.1

1. Not seasonally adjusted.

2. Figures for consumer prices are those tor all urban consumers and reflect a

rental equivalence meusure of homeownership after 1982,

3. Excludes intermediate materials for

animal feeds.

SOURCE, Bureau of Labor Statistics.

- food manufacturing and inanufactured



2,16 GROSS NATIONAIL PRODUCT AND INCOME

Rillions of current dollars except as noted; quarterly data are at seasonally adjusted annual rates.

Selected Measures

AS1

Account

PTotal .o

By source

2 Personal consumption expenditures ..o oo
3 Durable goods ... . oL

4 Nondurable goods. . ... .. .

S BBIVICES ot e

6 Giross private domestic fnvestment ..o e
7 Fixed investment P
b Nonresidential ... .
9 SUUCHITES L s

10 Producers’ durable cquipment . ..o oo
11 Residentiad structures. ... ... oo
12 Nontarni . ... ..o

13 Change in business inventories ... o o
14 Nonfarmi . ..

15 Net exports of goods and services ...
16 Exports.... ... ... o ce
17 IMPOTES . . e

18 Government purchases of goods and services..................
19 Federal ...................... ...
20 State and local

By major type of product
21 Final sales, totad .. oo o
22 Goods ...
23 Durable . ..
24 Nondurable .
25 Services ... .
26 SHUCIUTES . oo oo e

b

27 Change in business inventories ... ... o
28 Durable goods ..., e
29 Nondurable goods. ..o o o

30 MeMo: Total GNP in 1972 doblars ... o000 oo
NATIONAL IRCOME
I Totul oo

42 Compensation of employees ..o oo
33 Wages and salaries ...

34 Government and government enterpri
38 Other. ...

36 Supplement to wiges 1

37 Employer contributions for so

38 Other fabor income. ... oo o

39 Proprictors’ income! oo
40 Business and professional!
41 Farm! ..o

42 Rental income of persons” ... ... o o o e

43 Corporate profits! .,
44 Profits betore tax
45 Inventory valuation adjustinent ... ..
46 Capital consumption adjustment ... o oo

A7 NELIICTEST .o\t

1982 1983
3,069.3 3,304.8
1,84.9 2,155.9
245.1 279.8
757.5 801.7
982.2 1,074.4
4149 471.6
4410
149.6
142.1
207.5
91.4
86.6
2601
- 24.0
19.0 8.3
348.4 336.2
129.4 344.4
650.5 685.5
258.9 269.7
391.5 415.8
3.095.4 3,318.3
1,276.7 1,355.7
499.9 555.3
776.9 ROO.4
1,510.8 1,639.3
2817 309.8
26.1 13.5
18.0 20
8.1 S
1,480.0 1,534.7
2,446.8 2,646.7
1.864.2 1.984.9
1,568.7 1,658 %
306.6 328.2
. 1.331.1
326.2
153.1
173.1

260.9

121.7
107.9

13.8
58.3

225.
203.
B
33

totototo

256.6

19847

- ———

3,004.2

2,342.0
318.5
#56.8

1,166.7

637.0
5794
425.3
150.5
2748
1538
148.7

3.606.3
1,542.9
655.7
HR7.2
1,764.6
156.6

§7.9
30.4
7.8

1,639.9

2,961.9

204730
[.80O4.G
9.8
1.454.1
369.0
173.5
195.5

154.2
126.2

1984 1984
04 o1 Q2

34317 3,558.3 3,644.7
2,230.2 2,276.5 2,332
299.8 30 320.7
873.0 841.3 858.3
1,107.5 [,124.4 1,153.7
S40.0 6238 6270
5273 S50 576.4
383.9 398.8 420.8
136.6 142.2 1500
247.3 256.7 270.7
143.4 151.2 155.6
138.7 146.4 150,58
12.7 738 0.6
14.1 60.6 47.0
298 S1.8 S8.7
346.1 358.9 362.4
759 410.4 421.1
691.4 704.4 74371
266.3 267.6 296.4
425.1 436.8 4474
3,419.0 3,479.5 3,594. 1
1,423.9 1.498.0 1,544 .8
607.4 647.9
8165 896.9
1.681.3 L7426
326.5 341.6 357.2
i2.7 738 5.6
.5 34.9 18.2
1.7 3K.9 .4
1,572.7 1,610.9 1,638.8
2,766.5 2,873.5 2,944.8
20554 2034 20592
17154 1,755.9 1,793.3
1350 342.9 REYI
1,380.4 F413.0 1,445.8
340.0 3574 365.9
1579 169.4 11724
182.1 1881 193.5
1319 i54.9 149.8
4.0 122.5 126.3
17.3 32.5 23.4
6.4 61.0 62.0
260.0 274 2911
225.5 243.3 246.0
9.2 13.5 -7.3
43.6 47.6 52.3
258.9 266.4 282.8

Q3 04
3,694.6 3,764.2
2,361.4 2,397.4
372 3253
861.4 866.0
tIR2.8 1,200.1
6628 6343
591.0 599 )
4357 445.9
151.4 158.3
284.2 287.7
1553 153.1
150.1 147.9
718 35.3
63.7 AR
--90.6 -49.2
368.6 369.4
459.4 41K%.3
761.0 IR
302.0 3163
458.9 4654
3,622.8 37289
1.549.1 1.579.6
634,71 6R7.8
8944 891 K
1,783.3 1.819.0
36201 365.6
71.8 353
41.7 26.8
301 ¥.5
1,645.2 | 1,664.8
2,984.9 3,044.2
21919 2,227.8
18194 1.847.5
352.0 356.9
1.467.1 1.490.6
3728 380.0
174.7 177.5
98,1 202.5
153.7 158.3
126.4 129.7
27.3 28.6
63.0 63.9
282.8 297.3
224.8 2358
2 -2.8
8.3 64.3
293.5 297.3

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

3. For after -tax pmlils, dividends, and the like, see table 1.48.
SOURCE. Survey of Current Rusiness (Department of Commerce).
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2.17 PERSONAL INCOME AND SAVING
Billions of current dollars; quarterly data are at scasonally adjusted annual rates. Exceptions noted.
1983 1984
Account 1982 1983 19847 T - S R
Q4 Q1 & (671 Q3 Q4
PERSONAL INCOME AND SAVING ]
I Total personal income. .. ... ... 2,584.6 2,744.2 3,012.8 2,83.5 2,920.5 2,984.0 3,047.3 3,098.9
2 Wage and salary disbwsements. ..o 1,568.7 1,659.2 1,803.9 1,715.4 1,755.7 1,793.1 1.819.3 1,847.3
3 Commodity - producing industries 509.3 5193 569.3 §39.0 $55.9 567.0 §73.3 SH1.0
4 Manutactuning . ........ .. ... oo 382.9 395.2 433.9 411.9 424.6 432.2 436.4 442.5
S Distributive industries ......... ... 378.6 398.6 432.0 413.2 419.2 429.5 436.4 442.8
6 Service InduStrics .. ... ... .o .. 374.3 413.1 452.8 428.2 437.9 449.3 457.3 466.4
7 Government and government enterprises. ... ... 306.6 3282 3498 335.0 3428 347.3 3824 356.7
8 Other labor income. 155.5 173.1 195.5 182.1 188.1 193.5 19%.1 202.5
9 Proprietors’ income! 1111 121.7 154.2 131.9 154.9 149.8 153.7 158.3
10 Business and protessionat! 89.2 107.9 126.2 114.6 122.5 126.3 126.4 129.7
0 Farm! oo 21.8 13.8 280 17.3 2.5 234 273 28.6
12 Rental income of persons? | 51.5 58.3 62.5 0.4 61.0 62.0 63.0 63.9
13 Dividends ........... ... 66.5 70.3 7.7 7.8 75.0 77.2 8.5 ®0.2
14 Personal interest income .. ........ 366.6 376.3 434.8 a88.2 403.9 425.6 449.3 460.1
15 ‘Transfer payments ................ 376.1 405.0 416.7 408 .8 411.3 415.2 418.6 421.8
16 Old—age swvivors, disability, and health insurance benefits. .. 204.5 221.6 237.3 2271.7 232.1 235.2 238.2 243.5
17 Lss: Personal coutributions for social insurance ... ... 111.4 119.6 132.5 123.2 129.6 131.8 133.4 135.2
18 EQUALS: Personal income. .. ..o i s 2,564.6 2,744.2 3,012.8 2,836.5 2,920.5 2,944.6 3,047.3 3,098.9
19 Less: Personal tax and nontax payments. ................. .. 404.1 404.2 435.2 407.9 418.3 430.3 440.9 451.1
20 EQuads: Disposable personal income. ... .o 2,180.5 2,340.1 2,577.7 2,428.6 2,502.2 2,554.3 2,606.4 2,647.8
21 Less: Personal outlays. ... ..o .o i 2,044.5 2,222.0 2,420.8 2,300.0 2,349.6 2,409.5 2,442.3 2,482.0
22 EqQuats: Personal saving, ... ... o oo oo oo 136.0 118.1 156.8 128.7 152.5 144.8 164.1 165.8
MEMO
Per capita (1972 dollars)
23 Gross national product. ... ... 6,369.7 6,543.4 6,924.9 6,681.4 6,829.4 6,933.2 6,943.2 6,993.2
24 Personal consumption expenditures 4,145.9 4,302.8 4,489.6 4,386.0 4,420.5 4,502.3 4,498 .4 4,530.8
25  Disposable personal income 4,555.0 4,670.0 4,940.0 4,776.0 4,865.0 4,930.0 4,965.0 5,000.0
26 Saving rate (percent) ... ... .. 6.2 5.0 6.1 5.3 6.1 5.7 6.3 6.3
GROSS SAVING
27 Gross SHYEIE . .. ... e 408.8 437.2 554.3 485.7 543.9 S51.0 556.4 565.8
28 Gross private SavIng. .. .. ... v 524.0 s 676.7 615.0 651.3 660.2 689.4 5.9
29 Personal saving . ... .. e 136.9 118.1 156.8 128.7 152.5 144.8 164.1 165.8
30 Undistributed corporate profits’. .. ... oL 29.2 76.5 116.7 100.0 107.0 115.3 t18.4 125.9
31 Corporate inventory valuation adjustment. ... ... ... 9.5 11.2 5.9 -9.2 --13.8 -7.3 -2 —2.8
Capital consumption allowances
2 Corporate . ... 221.8 231.2 246.3 236.4 239.9 244.1 2481 252.9
33 Noncorporate .............. ... PR NN 137.1 145.9 157.0 150.0 151.8 156.0 158.% 161.3
34 Wage accruals less disbursements ... ... U, 0 0 0 0 0 0 A .0
35 Government surplus, or deficit (--), national income and
ProOduCt GCCOUIS . . o0 ut it e 115.3 134.5 122.4 - 1293 -107.4 = 109.2 133.0 140.1
36 Federal 148.2 - 178.6 - 1782 180.5 - 1613 163.7 - 180L6 195.3
37 State and local 32.9 44.1 52.8 51.2 53.9 54.5 47.6 55.2
38 Capital grants received by the United States, net ... .. .. .. 0 0 R 0 .0 Rl 0 .0
39 Grossinvestment ... ... ... ... 408.3 437.7 Ny, 480.9 546.1 542.0 543.4 552.8
40 Gross private domestic ... ... v e 4149 471.6 637.0 540.0 623.8 627.0 662.8 634.3
41 Net foreifn. ..o —6.6 -33 9.9 §9.1 -77.7 —85.0 --119.4 --81.5
42 Statistical discrepancy. ... ... —.5 .5 —8.2 -4.8 2.2 -9.0 -13.0 -13.0

{. With inventory valuation and capital consumption adjustments.

2. With capital consumption adjustment,

SQURCE. Survey of Current Business (Department of Commerce).
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary
Millions of dollars; quarterly data are seasonally adjusted except as noted.!

T
1983 1084
ltem credits or debits 1981 1962 1983k I
3 Q4 Q1 Q2 Q¥
— —
I Balance on current account 6,294 -9,199 —41,563 - 11,846 -17,213 19,6731 24,704 | 32,900
2 Notseasonally adjusted. ... .. e e --14,498 —15,964 — 18,616} --24,381 | --35,471
3 Merchandise trade balance? . o . —28,001 --36,469 61,085 - 17,501 19,407 —25,855 --25.845 | - 33,134
4 Merchandise exports .. .. . 237,085 211,198 200,257 50,437 51.829 53,935 54,563 55,497
s Merchandise imports .. —-265,086| —247,667] --261312 —67,938 -71,236 =79.790| -80,408 | --88,631
6 Military !rdns(\umns nu .. 1,116 195 518 - 55 -273 —-370 - 404 --241
7 Investmenl income, et oo 34,053 27,802 23,508 7,172 5.119 7,748 3,459 3,678
8  Other service transactions, net 8,191 7,331 4,121 681 434 951 243 - 385
9 Remittances, pensions, and other transfers. ............, -2,382 2,635 -2,590 <665 --688 —-717 --726 =711
10 U.S. government grants (excluding military)............. ~4,45] 5,423 -6,060 -1,478 --2,398 —1,430] -.1,431 -2,107
11 Change in U.S. government assets, other than official
reserve assets, net (iNCrease, - ) .....vovieenr e, -5,107 -6,143 -5.0M3 -1,204 -1,429 -2,037 --1,235 --1,474
12 Change in U.S. official reserve assets (increase, --) ..., ... -5,175 —4,965 --1,196 529 -953 --657 - 565 799
13 Gold............. oo o 0 0 0 0 0 0 0 0
14 Special drawing rights (SDRs) -1,823 --1,371 —66 -209 545 —226 - 288 -2
15 Reserve p(mllun in International Monetary Iund | ~2,491 2,552 --4,434 --88% --1,996 - 200 - 321 331
16 Foreign Currencies ..o voi oo s —861 —1,041 3,304 826 498 -231 44 -197
17 Change in U.8. private assets abroad (increase, 7., ... — 100,694 107,790 --43, 281 —8,548 —12,461 J05] -17,237 18,297
18  Bank-reported claims. ... —84,175 ~ 111,070 ~25,391 2,871 --8,239 1,955 20,612 18,359
19 Nonbank-reported clains ~1,181 6,626 --5,333 233 —-1,671 1.659 2,120 n.a.
20 U.S. purchase of foreign securities, net . ~5,714 8,102 7,676 1,571 —983 637 —820 —1,167
21 U.S. direct investments abroad, netd ... ... oL ~9,624 4,756 -4 881 -3,873 --1,568 --3,546 2,075 1,105
22 Change in foreign ofticial assets in the United States
(OCTERSE, 1) ot e e 5,003 3,318 5,339 2,703 6,555 2,784 --345 — 1,022
23 U.S. Treasury securities ... ................. 5,019 5,728 6,989 —6l11 2,603 —288 =310 --577
24 Other U.S. government obligations. .. ........ 1,289 --694 --487 -363 417 -8 147 85
25  Other U.S. government liabilities®. ........... —-300 382 199 137 161 242 448 244
26 Other U.S. liabilities reported by U.S. bunks —3,670 -1,747 433 -1,403 3,498 =2,131 349 201
27 Other foreign official assets® ... ... ... ... L 2,665 —351 1,795 —463 —-124 --599 -979 —487
28 (h.mge in foreign private assets in the United States
(murmse 4P 76,310 91,863 76,383 22,281 27,249 18,444 40,750 7,256
29 . bank-reported liabilities . ... ... o oL 42,128 65,922 49,059 14,792 22,325 8,775 20,789 --3,879
30 U.S‘ nonbank-reported liabilities . e 917 —2,383 --1,318 1,311 -228 4,404 4,055 n.a.
31 Foreign private purchases of U.S. Treasiry sccurities, net 2,946 7,062 8,731 995 1,673 1,358 6,477 5,153
32 Foreign purchases of other U.S. securities, net ... .. L 7,171 6,396 8,612 1,861 1,134 1,516 587 1,684
33 Foreign direct investments in the Uinited Stdle\ net? ... 23,148 14,865 11,299 3,322 2,345 2,391 8,842 4,298
34 Allocationof SDRs. .. ... . 1,093 0 ¥} 0 0 1]
35 Discrepancy......... o 22,275 32,916 9,331 1,491 -1,748 6,002 3,336 10,642
36 Owing to seasonal adjustments ..o . oot e e 2,518 2,657 -154 - 104 --2,386
37 Statistical discrepancy in recorded data before seasonal
adjustment .. ... o 22,275 32,916 9,331 4 K9 -4,405 6,156 3,440 13,028
MEMoO
Changes in offictal assets
38 U.S, official reserve assets (increase, ) ... - 5,175 —4,965 1,196 529 --953 -657 568 - 79
39 Foreign official asset i
(nerease, 1) .. 5,303 2,936 5,140 ~2,840 6,394 -3,026 793 - 1R
40 Change in Organization of Petroleumn Exporting Countries
official assets in the United States (part of line 22
AbOVE) . o 13,581 7.291 —8,639 -2,051 --1,640 -~2,447 -2,170 2,274
41 Transfers under military grant programs {excluded from
lines 4, 6, and 10 above) .. ... . ... ... .. 675 593 205 49 84 41 44 45

1. Seasonal factors are no longer calculated for lines 6, 10, 1216, 18-20, 22-34,
and 38-41.

2. Data are on an international accounts (1A) basis, Differs from the Census
basis data, shown in table 3.11, for veasons of caverage and timing; military
cxpom are excluded from merchandise data and are included in line 6.

. Includes reinvested earnings.

4. Primarily associated with military sales contracts and other transactions
arranged with or through foreign official agencies.

5. Consists of investments in U.S. corporate stocks and in debt securities of
private corporations and state and local governments.

NOTE. Data are from Bureau of Economic Analysis, Survey of Current Business
(Department of Commerce),
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301 U.S. FOREIGN TRADE

Millions of dollars; monthly data are seasonally adjnsted.

[tem 1R 1982 1983

1 EXPORTS of domestic and foreign
merchandise excluding grant-aid
shipuents ... 23,6717 212193 200,486

20 GENERAL IMPORTS including ey
chandise for inumediate consump-

tion plus entries into bonded
warehouses . .. 261,308 243,952 258,048

3 Trade balunce ... ..o 27,628 --31,759 --87,562

June

17.633

25,356

7,723

19,442

30,881
12,440

18.030

26,567

‘8,531

18,177

29,430

—~11,253

T
Oct Nov
o4
18,387 18,373
26,313 27,033
—7,926 —8,661

Dec,

19,230

26169

—6.939

Nore. The duti through 1981 in this table are reported by the Bureau of Census
daty of a frec-atongside-ship (fLa.s.) value basis - that is, value at the port of
export. Beginning in 1981, toreign trade of the V.S, Virgin Islands is included in
the Census basis trade duta; this adjustnient has been made for all data shown in
the table. Heginning with 1982 data, the value of uports ave on w customs
valuation basis.

‘I'he Census basis data difter trom merchandise trade data shown in table 3,10,
U.S. International L ransictions Sunumnary, for reasons of coverage and tining. On
the export side, the largest adjustments are: (1) the addition of cxports to Canada

3.12 U8, RESERVE ASSETS

Millions of dollars, end ol period

not covered in Census statistics, and (2) the exclusion of military sales (\vlmh are
¢ nnbnn « with other military transactions and reported separately in the *'service
in table 3,10, line 6). On the import side, additions are made for g,old

unt’

slnp pirchases,

imports of electricity from Canada, and other transactions;

military payments are excluded and shown separately as indicated above.

Source, IR
(Department of Commerce,

Suminary of U.S. Export and Import Merchandise Trade™
Bureau of the Census),

1984 TURS
Typ 1981 198 B i e Rl S -
Jutly Aug Sept Oct. Nov. Dec. Jan.
I Total.. ... 0o 30,075 33,958 33,747 34,392 34,760 34,306 34,570 34,727 34,934 34,380
2 Gold stock, including Bxchange Stabih
zation Fundto o000 oo 11,151 11,148 1,121 11,099 FL,098 11,007 11.096 11,096 11,096 11,095
3 Special drawing rights™ o000 . 4,095 5,250 5,025 5,453 5,652 5,554 5,539 5,693 5,641 5,693
4 Reserve position in nlernational Mone-
tary Fund®. ..o e 5,054 7,348 b2 11,735 11,820 11,619 11,618 11,675 11,541 11,322
S Foreign currenciest oo V774 10,212 6,289 6,105 6,190 6,036 6,317 6,263 6,656 6,270
1 —

1. Gold held under earmark at Federal Reserve Banks for foreipm and interna
tional accounts is not included in the gold stock of the United States: sec table
i H Gold stock is valued at $42.22 per fine froy ounce,

_ Beginning July 1974, the IME adopted a techimque for valuing the SDR based

«)n a welghted average of exchange rates tor the cutrencies of lnunhu countries,

From July 1974 through December 980, 16 cunrencies were used: from January

1981, 5 currencies hive beenused, The ULS, SDR holdings and reserve position in
the IMFE also are valued on this hasis l)uuiuuinp Juty 1974,

3. fncludes (l“()('il[i()[l.\ by the Interpational Monetary Fund of SDRs as follows:
L 1970: "\'/]'/ willion on Jan. 1, 1971 $710 mullion ou Jan. 1,

$867 million on Jan.

19720 $1,139 ml]llun on Ja.

L1979, $1,152 million on Jan. |, 1980;

willion on Jan. 1, 1981; plus (I'HII\'ICH()II,\ in SDRs.
4. Valued at current imarket exchange rates,

3.3 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Miltions of dotlars, end of period

and $1,093

1984 1985
Assels 19K 1982 1983 e Rl B R NS Sm—— -

July Aug. Sept. Oct. Nov. e Jan.
I Deposits oo o 508 28 190 214 242 2006 270 392 253 244

Assery held in custody

2 LS, Treasury seanities! R 104,680 112,544 17,670 LS, 760 7,130 115,678 115,542 117,433 118,267 117,130
3 BEarmarked gold” . oo 14,804 14,716 14,414 14,270 14,258 14,256 14,260 14,265 14,265 14,261
L. Marketable U5 Teasury bills, notes, and bonds: and nonmarketable 115 Nore. bxcludes deposits and L ‘Treasury seeurities held for international

Treasury securities pavable in dollars and in foreign currencices,
20 Barmarked pold i vadued at $47.22 per fine troy ounce.

and regional organizations, arinar

ed gold is gold held for foreipn and interni

tional accounts and is not included in the pold stock of the United States,
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3.14 FOREIGN BRANCIHIES O U.S. BANKS Balance Sheet Data

Millions of dollars, end of period

.
1984

Asset account 1981 1982 19837 e I Sl Bl e e

June! Julyr ] Ang.” Sept.’ Oct.’ Nov. ] Deer

e e SR VU SN SN U SRS ENS R S

All foreign countries

—— e — I - - el oo e
I Total, all currencies. ............. . ... 462,847 469,712 477,090 477,856 465,902 462,486 454,082 448,284 452,012 452,012
2 Claims on United States .............. 63,743 91,805 115,542 125,424 118,484 17,078 114,160 109,055 112,623 113,265
3 Parentbank ............ 43,267 61,666 82,026 9,458 82,885 ¥2.437 80,035 75,499 77,767 77,920
4 Other banks in United State 20.476 30139 13516 13,980 13,987 13,216 13,125 12,591 13,553 13,968
S Nonbanks! ........ ... e T o 20,986 21,612 21.425 21,000 20,965 21,303 21,3714
6 Claims on foreigners. . ............... 378,954 358,493 342,689 332,488 327,298 324,474 319,375 319,097 319,443 318,688
7 Other branches of {MILUI bank ... 87,821 91,168 96,004 95,866 91,410 93,507 92,646 90,821 PIRRIL] 94,794
¥ Banks....................... .. 150,763 133,752 117,668 105,798 107,471 103,346 7 102,246 103,037 100,004
9 Public borrowers . . 28,197 24,131 24,517 23,292 23,291 22,054 22 23,030 22914 23,037
10 Nonbank loreigners. ................ 112,173 109,442 17,785 107,532 105,126 104,967 102 (y(l] 103,000 102,173 100,793
11 Otherassets ... i 20,150 19,414 (8,839 19.944 20,120 243,934 20,547 20,132 19,946 20,059
12 'Fotal payable in U.S. dollars .. .. ... ... 356,735 361,982 371,508 368,00 357,598 352,807 346,929 340,431 345,485 349,364
{3 Claims ou United States ..., 62,142 90,085 113,436 123,202 116,148 114,754 111.677 106,429 110,265 133
14 Parent bank 42,721 61,010 80,909 89,325 81,664 81,291 78,847 74,129 76,572 77040
15 Other banks in United States! ..., .. 19.421 29.075 19,597 13,759 13.674 12,897 12,769 12,338 13,355 13,786
16 Nonbanks! ... .. ... . ... } e e st 20,118 20,807 1() 566 20,061 19,962 20,338 20,481
17 Claims on foreigners. ... ... 276,937 259.871 247,406 234,301 230,840 132 224,603 223,358 224210 227,281
18 Other branches ol parent bank . ... .. 69,398 73,537 78,4314 77,412 73,653 75,969 75.509 73,472 74,6436 78,356
19 Banks.......... ...l 122,110 106,447 93,332 81,438 82,400 77,402 76,567 76,910 17,083 76,688
20 Public borrowers ... o 22,877 18,413 17,890 17,045 17,186 16,783 16,943 17,302 17,359 17,248
21 Nonbank foreigners. ................ 62,552 61,474 60,977 58,406 57,601 56,978 S5,584 55,671 55,167 S4,9972
22 Otherassets ..., 11,656 12,()2LJ 10,666 J 10,497 l().()l}J l(),‘)ZIJ 10,649 10, (;4/ l 1, ()]() 10,770

United Kingdom
23 Yotal, all currencies. . ... ... .. L. 157.21] 161,067 158,732 159,038 1 155,643 w 154,250 w 147,690 ‘{ 147,543 148.627 144,377
24 Claims on United States ... ... 11,823 27,354 34,433 36,338 13,6497 .60t 28,933 20,487 266
25 Parentbank ........... . 7.845 23,017 29,111 30,621 27,863 26,054 23264 23,758 21 K54
26 Other banks in United States! ..., e . 1,252 1,273 1,087 1,214 1.484 1.429
27 Nonbunks! o J938 | 4,337 3,322 4405 456] 4,550 4ass 4.245 438
28 Claims on forcigners. ... ... .. 138,884 127,734 119,280 117,492 116,740 117,255 113,524 114270 11828
29 Other branches of parent bank 41,367 37,000 36,565 38.620 37,728 19 313 37,638 374014 17083
300 Banks. ... oo .. 56,315 50,767 43,352 40,069 40,980 19,906 38,690 39,262 37,440
31 Public borrowers . oo 7,490 6,240 5,898 5876 5,786 5,441 5,474 S.334
32 Nonbank torcipners. ... .. e 33,716 327 33,465 32,927 32,246 31,749 12,183 31,098
33 Other assets .o e 6,518 5,979 5,019 5,208 5206 5,304 5,064 5,086 4.870 4 BB
34 Total puyable in U.S, doliars ... . 115,188 123,740 126,012 123,933 120,488 114,337 t14.358 113,418 (14,886 12,801
35 Claims on United States .00 11,246 26,161 33,756 15,387 32,587 64 26,282 27 808 28,508 26,860
36 Parentbank ... 1,121 22756 28,756 30,181 27,239 25,509 23,323 22,806 23,363 21,487
37 Other banks in United St 1 E ; : 1.144 1.149 93() 1195 (MR 1,437 1,363
38 Nonbanks! . o { 3,525 4004 5.0 4,062 4,199 4,182 1,764 3.979 3,798 4,010
39 Claims on foreigners.............. 99,850 492,228 88,917 85,447 84,724 84,553 83,082 82,4560 81917 82.945
40 Other branches of parent bank . 35,439 31,648 31,838 32,867 3762 33,623 32704 32,461 32.675 13,607
41 Banks..................... .. 40,703 36,717 32,188 28,778 29,444 27,961 V7986 27,091 27,290 26,803
42 Public borrowers ..o .. 5,595 4,329 4,194 4,284 4,288 3983 3,879 4,063 4,094 4,030
43 Nonbank forcigners, ................ 18,113 19,534 20,697 19,518 19,235 18,986 18,513 18,839 18,918 18,503
44 Otherassets ... oo 4,092 3,339 3,099 3,172 3,143 2,994 3.064 | i, flfi 2996
Babamas and Caynans
'7'717” T N “17* 7r7 R W,,,,, o o

45 Total, alt carrencies. . ....... . .. ..., 149,108 145,156 152,083 154,029 147,912 147,319 144,578 138,798 141,448 146,641
46 Claims on United States .............. 46,546 59,403 75,309 82,132 8,252 78,882 77013 71750 75.522 77.205
47  Parentbank .............. ... ... 31,643 34,653 48,720 S4.632 50,285 51,384 50,078 45,480 48,070 49,303
48  Other banks in United States! ... 1 s 2 1,89t 11,932 11,540 1,072 10,716 11,283 11,858
49 Nonbanks' ... 149082450 26589 ey | s | 150S8 L 15863 | 1S.8S4 | 16,169 | 16,04
50 Claims on toreigners. ... . ... 8,057 K1,450 72,868 68,109 65,620 64,263 63,545 63,010 61,996 65,520
51 Other branches of parent bank ... .. .. 12,951 18,720 20,626 17,926 15,567 16,093 15,639 15,117 13,837 17,082
520 Bapks........o.ooo 55,181 42,699 36,842 31,746 32,007 30,508 30,078 30,259 10,596 30,159
53 Public borrowers P, 10,010 6,413 6,093 5,993 ,000) 5,883 6,11Y 6,040 6.060 6,077
54 Nonbank foretgners. ......... ... .. 19,945 13,618 12,592 12,444 12,046 11,762 11,712 11,594 {1,583 11,607
55 Otherassets ... oo 4,505 4,303 3,906 378K 4,040 4074 4,020 4.0 3930 3,016
56 Total payable in US, doflars .. ... ... .. 143,743 139,605 145,641 147,N7l4L 141,950 141,139 138,693 132,834 136,064 141,407

1. Data for assels vis-u-vis other banks in the United States and vis-wevis
nonbanks are combined for dites prior to June 1984,
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3.14  Continued

1984
Liability account 1981 1982 1983/ - - — - T Ty — — - e —
AJ June’ July’ Aug.r Sept.” Oct” Nov. Dec. v
All foreign countries
57 Total, all currencies. ................. 402,847 469,712 477,09 477,856 465,902 462,486 454,082 448,284 452,012 452,012
58 Negotiahle ('Ds? n.a. n.a. n.i. 43.421 41,297 41,656 39,866 38.520 37,918 37,725
59 To United States . . . . 137,767 179.015 188,070 162,578 155,231 152,635 147,003 139,402 138,354 146,808
60 larent bunk .. ... . o 56,344 75,621 81,261 81.025 78,067 77,160 75,026 14,756 70,339 78110
61 Other banks in United States . 19,197 33,405 29,453 23.174 22,365 19,693 20,120 18,913 18,613 1K.386
62 Nonbanks ................. ..., 62,226 69,989 77,356 5,379 54,799 55,782 51,857 45,733 49,402 50,312
63 To foreigners . ... 305,630 270,853 269,685 252,180 248,651 246,565 245,746 248,185 253,956 246,790
64 86,396 9,191 90,615 92,384 89,081 90,747 9,426 89,530 90,729 93,206
65 124,906 96,860 92,889 83,024 80,082 78,796 77,471 82,226 86,818 78,235
6h institutions 25,9‘)7 19,614 18,896 19,523 21,261 20,238 21.566 19,501 20,883 20,241
67 Nonbank foreigners. . 68,331 64,188 68,845 57,249 58,227 56,784 56,283 56,928 55,529 55108
68 Other habilities ... ... ... .. 19,450 19,844 19,335 19,677 20,723 21,630 21,467 22,177 21,787 20,689
69 ‘Total paynble in US, doblars ... ... . 364,447 379,270 388,291 385,338 374,735 370,356 364,247 356,342 361,660 365,594
70 Negotiable CDs* ... ... L. 0., na, n.d, 40,852 38,990 39,610 37,629 36,102 315,608 35,227
71 To United States ... ... R 134,700 175,528 184,305 158,034 150,973 148,102 142,482 135,131 134,159 142,764
72 Parentbank ... ... 54,492 73,295 79,035 78,316 75,542 74,574 72,254 72,245 67,814 75,625
73 Other banks in United States 18,883 33,040 28,936 22,593 21,749 19,019 19,457 18,259 18,064 17,880
74 Nonbanks ......... ... . ... 61,325 69,193 76,334 57,128 53,682 54,509 50,771 44,627 48,281 49,259
75 To foreiguers ..o oo 217,602 192,510 194,139 176,549 174,414 171,880 173,610 174,090 180,424 177,576
76 Other branches of parent bank ... ... 69,299 72,921 73,522 74,448 71,438 73,501 73,412 72,204 14,552 77,222
77 Banks........ ... ... o 79,594 57,463 57,022 46,986 44,858 42,3713 42,772 46,218 50,502 45,123
78 Official institutions . . 20,288 15,055 13,855 14,124 16,117 15,476 16,850 14,850 16,068 15,733
19 Noubank foreigners. . . 48,421 47,071 51,260 40,991 42,001 40,530 40,576 40,818 39,702 19,498
80 Other liabilitics . .................... 12,145 11,232 9,847 9,903 10,358 10,764 10,526 11,019 HL069 10,027
[ N 1 - -
United Kingdom
B e e R e »7-7;’—~—7———
81 Total, all currencies. ... ... ..., 157,229 161,067 154,732 159,038 155,643 154,250 147,696 147,543 148,627 144,377
82 Negotiable CDs? ... ... . ... 0.8, .. n.a. 39,840 47,998 38,265 36,6400 34,948 34,269 34,413
&3 To United States .. .. 38,022 53,954 55,799 31,949 29,682 29,667 27,280 26,558 25,338 25,254
K4 Parent bank . 5,444 13,001 14,021 18,532 16,730 18,127 16,130 16,598 15,116 14,651
85 Other banks in United States ... ... 7,502 12,205 11,328 4,701 4,277 3,548 3,451 3,388 3,040 3,118
86 Nonbanks .......... .. ... ..., 25,076 28,658 30,450 8,716 8,675 7,992 7.6949 6,572 7182 7,485
87 Toforelgners ... ... oo 112,255 99,567 95,847 79,802 80,261 75,901 77,988 81,217 77,420
88 Other branches of parent bank ... .. 16,545 18,361 19,038 21,298 21,459 , ’, 21,536 21,024 20,846 21,631
8 Banks........ .. .. ... 51,336 44,020 41,624 32,917 31,435 30,735 28,996 32,436 14,719 30,436
90 Oflicial institutions ... ... e 16,517 11,504 10,151 9,928 11,301 10,480 10,625 9,650 10,505 10,154
91 Nonbank forcigners. . ..., .. .. 27,857 25,682 25,034 15,659 16,066 15,002 14,744 14,876 15,127 15,199
92 Other liabilines ... ... ... 6,952 7,540 7,086 7,447 7,702 7,849 7,918 8,082 7.803 1290
93 Total puyuble in (LS. dollaws ... ... 120,277 130,261 131,167 128,922 126,294 124,264 119,337 118,084 119,278 117,457
94 Negotiable CDs® 00000 nat. .t n.a. 18,461 36,757 37,219 35,398 33,703 33,168 13,070
95 To United States ... 37,332 53,029 54,691 30,602 2K,349 28,027 25,738 25,178 24,024 24,077
96 Parent bank ... . oo 0o 5,350 12,814 13,839 18,244 16,390 17,701 15,679 16,209 14,742 14,339
97 Other banks in United States .. ..., 7,249 12,026 11,044 4,486 4,018 3,244 3,131 3,144 2,830 2,941
98 Nonbanks ... ... 24,733 28,189 29,808 7872 7,941 7,082 6,953 5,825 6,452 6797
99 To foreigners ... ... ... 79,034 13,477 73,279 56,274 57,495 55,337 54,590 55,482 58,163 56.919
100 Other branches of parent bank ., .. 12.048 14,300 15,403 17,362 I/.472 18,384 18,175 17,600 17,562 18,294
101 Banks. . ... oo 32,298 28,810 29,320 19,541 18,197 16,984 16,015 18,309 20,262 18,356
102 Ofticial institutions . 13,612 9,668 8,279 7,945 9,610 8,920 9,375 8,306 9,072 8,871
103 Nonbank toreigness. ... .00 21,076 20,699 20,277 11,426 12,216 11,049 11,028 11,267 11,267 11,398
104 Other liabilities ... ... oo 3911 3,755 3,197 3,583 3,693 1,677 3,586 3,721 3,923 3,391
Bahamas and Caymans
e e e -
105 Total, all currencies. . ................ 149,108 145,156 152,083 154,029 147,912 147,319 144,578 138,798 141,448 146,641
106 Negotiable Chs? n.a. H.al, n.il. 1,065 965 HS 788 878 898 615
107 ‘T'o United States ... RA,759 104,425 111,299 111,047 106,338 103,915 1K), 682 95,084 95,831 102,804
108 Parent bank 39,451 47,081 50,980 46,050 45,098 42,373 42,064 42,850 40,516 47,161
109 Other banks in Unllul Slul(s ....... 10,474 18,466 16,057 16,989 16,498 14,742 15,459 14,143 14,155 13,922
110 Nombanks . ... ... ........ ..., 35,834 38,878 44,262 48,008 44,742 46,800 43,159 38,091 41,160 41,7214
Y To foreigners oo 60,012 34,274 38,445 39,438 39,598 40,213 19,855 41,747 40,302
112 Other branches of parent bank .. 20,641 15,796 14,936 13,473 14,446 15,283 14,823 16,455 16,782
113 Banks......... ... ... ... 21,202 10,166 11,876 12,485 12,200 11,978 13,059 13,986 12,397
4 Official instititions .. ... S 1,498 1,067 1,919 2,684 2.674 3,028 2,211 2376 2,054
115 Nonbank toreigners, ... ... ... L 12,671 10,345 11,274 10,299 10,278 9,924 9.762 8,930 9,069
116 Other liabilities ... . ... .. .. 3,337 2,457 2,339 2,579 2,901 2.895 2,981 2972 2,920
17 Total payable iv US. dollars .. ... ..., 145,284 141,908 148,278 149,959 143,96t {43,294 140,902 135,143 137,712 143,420
o

Before June 1984, liabilities on negotiable Cs were included in labilities to
the United States or labilitics to foreigners, according to the address of the il
purchaser.



345 SELECTED U.S. LIABILUTTES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

Summary Statistics  AS7

[tem 1982 1983 p— —
June
LBotall o 172,718 | 177,950¢ | 174,084
By 1ype
iabilities reported by banks in the United States?. ... .. 24,989 25,534 23,737
Treasury bills and certificates’. ... oo 46,658 54,341 53,977
S. ]"r(_(mny bonds and notes
4 Marketable, oL e 67,733 68,514 68 BUK!
5 Nonmmarketable! ... .. 8,750 7.250 6,60
6 LIS, securitics other than U.S. Treasury seeurities .. 24,588 2,311 20,872
By area
7 Western Buropel ... 61,298 67,645 70,1197
8 Canada............ . 2,070 2,438 994
9 Latin Amer 6,057 6,248 7,070
0 Asia. oo . 96,034 92,572 88,427
11 Africa ... .. . 1,350 958 996
12 Other countries® 5.909 8,087 6.478

July?

174,492

25,869
51,974

69,475
6,6()
20,974

68,749
1,250
6,993

90,391

970
6,139

1984

Aug Sept. ’7 Oct?
177,276/ 173,407 176,177
26,381 24,038 26,893
54,022 54,627 55,780
70,4417 68 471(7 67,647
S800 SB00 5,800
20,632 20,471 20,087
70,3997 68091 68,682
1,434 1,069 1,321
8,170 7,053 8,109
K),464 9,403/ 91.404
438 897 967
5,971 5,894 5,607

Nov,

178,220

28779
59,570

67.045
5,80
20,026

0,828
1.4660
8BRS
89.677
1,316
6,051

Dee.?

180,373
26,000
9976
68.940

5,800
19,657

70,005

I. Includes the Buok for nteraational Scttlements,

2, Principally demand deposits, time deposits, bankers acceptances, commer-
cial paper, negotiuble time certificates of deposit, and borrowings under repur-
chase agreements,

3. Includes nonmarketable certificates of indebtedness (including those pay-
able in foreign currencies through 1974) and Treasury bills issued to official
institutions of foreign countries.

4. Excludes notes issued to foreign official nonreserve agencies. Includes
bonds and notes payable in foreign currencies.

S Debt securities of LS. government corporations and federally

agencies, and U.S. corporate stocks and bonds.

6. Includes countries in Oceania and Eastern lurope.
Note. Based on ‘Treasury Department data and on data reported to the
‘Treasury Department by banks (including Federal Reserve Bunks) and securitics
dealers in the Uunited States.

3,16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks iu the United States

Payable in Foreign Currencics

Millions of dollars, end of period

sponsored

1984

Item 198} 1982 1943 pr— e e e —— = o e

Mt June \L])l }V Dec.r
1 Banks” own Habilities. ..o . 3,523 4,844 5.2t9 5,817 6,402 5.901 7,378
2 Banks' own clatms . 4,980 1707 123 9,034 9.623 9,006 10,736
3 Deposits . ...... e 3,308 4,251 2,734 4,024 4,280 2,696 3,925
4 Otherclaims ... 1,582 3,456 4,501 5,010 5,344 5310 6,811
S Claims of banks' domestic customers! oo o 971 676 1,059 361 i 2K S69
1. Assets owned by customers of the reporting bank located in the United Nore. Data on claims exclude foreime currencies hetd by 0.8, monetury

States that represent claims on foreigners held by reporting banks for the accounts
of their domestic customers.

authorities.
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307 LIABILIUIES TO FOREIGNERS  Reported by Banks in the United States

Payable in 1.8, dollars

Millions of doilwrs, end of period

Holder and type of lability 1O’ A 1982
1 AW forcigners ... ... Y 243,889 | 307,056
2 Hanks™ own fliabilities ..o o0 oo o 163,817 1 227.089
3 Demand deposits. . 19,631 15,889
4 Time deposits! 29,039 68,797
SOOther? oo 17,647 23,184
6 Own foreign ofbeest .00 oo 97,500 [ 119,219
7 Banks® custody labilities ..o o000 o0 AU 80,072 79,967
8 .S, Freasury bills and certificate 55,418 55,628
9 Other negotinble and readily transterable
INSIruments oo 18,788 20,636
10 Other. .o 5.970 3,702
11 Nonmonetary international and regionul
organizations’ . ... ... L 2,721 4,922
12 Banks™ own labiliies ..o o0 o 68 1,909
13 Demand dq»osi(\ ........................... 262 106
14 Time deposits! oo htd 1,664
1S Other o 3R 139
16 Banks® custody liabilities? ... 000 o000 2,083 3,013
17 U.S. Treasury bills and certificate 541 1,621
18 Other negotiable und readily transterable
instruments® .o 1,542 1,392
O Other.. oo { 0
200 Official institutions® ... ... ... .. 79,126 7i,647
21 Banks' own linbilities . o.0oo oo 17,109 16,640
22 Demand deposits. . 2,564 1.899
23 Time deposits! ... 4,230 5,528
24 Other? ... .. 10,315 9.212
25 Banks’ custody Iiu!nhlius" .......... R 62,018 55,008

26 ULS, Ireasury bills and certificates” 52,389 46,658

27 Other negotiable and readily transterable

nstrumentst . oo . 9,581 8,321
W0 Other ... FE 47 28
29 Banks? oL 136,008 | 185,881
30 Banks™ own hiabilities o000 P 124,312 1 16Y.449
i Unattiliated foreign huaks . 26 812 50,230
32 Denand dc])n\ll\ S 11,614 H.675
RR} Time dcpmn\ 8,720 28,386
34 Others ... ... R N 6,471 13,169
IS Own foreign offivest L 97,500 | 119219

11,696 16,432
1,685 5809

36 Bauks custody labilities .
37 WS Freasury bills and certificates
A8 Other ncpuu.ll»h and readily transferable

instruments™ ..o o 4,400 7,857
39 Other .o 5.611 2,766
40 Other foreigners. .. ........ .. B 26,035 44,606

21,759 | 39,092
$191 5,209
16,030 | 33219

41 Banks' own liabilitics
42 Demand deposits. oo
43 Time deposits. oo

44 Other® .. ... .. T §37 664
45 Banks' custody liabtlities® o000 oo 4,276 5,514
46 U, reasury bills and certificates ... 699 t,540
47 Other nepotianble and readily transterable

mstruments® . 1,265 3,065
A8 Other. .. e 312 908

49 Memo: Negotiable time certificates off
deposit in custody for toreigners . ... ooo L 10,747 14,307

1983

369,607

279,087
17,470
90,63
25 874"

145,111

90,5207
68,669

17,4677
4,385

5,957

4,632
297
3,584
750

1,325
463

862
Q

79,876

19,427
1,837
7,318

10,272

6,448
54,341

6,082
28

226,887

205,347
60,23¢"
8,759
37,439
14,0387
145,01

21,540
10,178

7,485
3,877
56,887
49,687
6,577
42,2000

813
7,207
3,686
3,038

483

10,3467

June

402,2377

305,564
17,618
1052417
23,3547
159,351y

96,673
2,191

19,479
5,003

5,055

2,920
182
2,209
529

2,138
887

1,248
0

77,714

16,616
1,898
7,548
7169

61,0198
53.977

7.030
91

253,566"

228,978
69621
9071
45,5917
14,965
159,357

24,588

12,71
7,446
4,371

65,9037

57,050
6,460
49,8937

691

8,853
4,556

3.756¢
541

10,9467

Julyr

198,282

302,600
16,355
109,419
25,711
151,205

95,593
71,244

19,158
4,990

77,843
18,504
1,875
8,028
8,601

59,338
51,974

7,356
9

249,537

224,222

13007

10,904

/\n;

396,436

296,5957
16,220
H07,6047
23,630
149,1327

99 842
74,148

20,567
S.127

5,748

1,960
328
1,446
1849

3,784
2,722

1,067
0

80,403

18,222
2,003
8.060
8,158

062,18t
54.022

5,149
10

243,5527

MEXI
68 B4y’
7.RE4
46,9017
td,164
149,132

66,733

SB,332
6.017

51,195
1,120

8,401
4,639

3,180
582

11,415

1984

-

Sept.

398,598

299,732
17,198
111,901
22,087
148,546

98,860
73,160

20,833
4873

6,279

3,305
209
2,526
570

2,978
1.834

1,140
{

78.665

16,274
1,969
7,877
6,420

62,391
54,627

1,746
18

246,077

221188
12640
K, 453
49763
14,424
14%, 546

67,576

58,968
6,507
51,735
665

8,600
4,465

3,525
619

11,048

Oct

388,951

290,282
16,490
109,612
24,423
139,758

98,669
73,295

20,281
5.004

4,501

2.053
144
1,513
396

2,748
1,455

1,292
0

82,673

19,247
1,725
8,693
8,828

63,426
55,780

7,626
20

233,654

209,529
69771
8,380
46,755
14,627
139,758

24,124
H.828

7,802
4,494

67,824
59,453

6.232
52,648

10,714

Nov.

JUH,530

296,914
17,447
12,677
23,629
143,161

101,616
76,531

19,669
5.417

5,831

209
354
2014
3

3.052
1,448

1604
0

85,349

18,738
20133
9,461
71458

66,611
59,570

7010
3l

238,414

214,879
TN
8,528
47,702
15,489
143,161

24,5834
11,409

7,328
4,797
68,937
61518
6,433

53,400
[3:8]

10,431

4+

Dec.r

405,109

305020
19,635
110,218
26,174
149.092

99,990
75.838

18,760
5,391

4,083
1644
263
.09
288

2,440
916

1,524
0
85,975
18,957
1921
9,307
7,724

67,074
89,976

EXIAN

5e
246,739

223894

17
t49, 0‘)"
22,448
10,927
T56
4,766
68,312
60,634
6,929
52,791
914

7.678
4,020

3,058
601

10.461

A Liabilities and claims of banks in the United States were increased,
beginging in Decerber 1981, by the shift from foreipn branches 1o international
banking facilities in the U nited States of liabilitics to, and claims on, foreign
residents.

1 Excludes negotinble time certificates o deposit, which are included in

S Other negotiable and readily transferable instiuments.”

2. Includes borrowing under repurchase agreements,

d LS. bunks: includes A0S due to own foreign branchies and foreign
subsidiaries consolidated in " Consolidated Report of Condition™ filed with bank

regualatory agencies. Apencies, branches, and majoritv-owned subsidiaries of

foreign banks: principally wmounts due to head office or parent toreign bauk, and
foreign branchies, agencies or whollv owned subsidiaries of head oftice or parent
foreign bank.

. Financial clatms on residents of the United States,
seeurities, held by or through reporting banks.

Includes nonmarketable

certificates of indebtedness and

issued to official institutions of foreipn countries.

cettificates of deposit.

6. Principally bankers acceplances, commercial paper.,

the Inter-Amenican and Asian Development Banks.

[nternational Settlements.

. bxcludes central banks. which are included in =

{. Forcign central banks and foreign central govermments,

other than {ong-term

Treasury bills

and negotinbie time

7. Principally the International Bank tor Reconstruction and Development, and
andd the Bank for

Official institutions.”



Bank-Reported Data  AS9

3.17 Continued

1984
Area and country 1981 A 1982 1983 p———-r- —- g - —_— -
June July Aug. Sept. Oct. Nov. Decr
Flotal oo oo B 243,889 307,056 | 369,607 | 402,237 3982827} 396,4367 | 398,598 J88,9517 | 394,530 405,109
2 Foreign countries . ... o oo 241,168 | 302,134 [ 363,6497 397,1827| 392,938 [ 390,688 392,319 | 384,I517{ 492,700 | 401,026
3 Burope ... o N 91,275 17,756 138.07271 156,0867 | 15275971 150,785} 147,244 146,413 ¢ 149,517 151,560
4 Austria .. 596 519 58S 770 HORY 758 693 744 627 (U
5 Belgium-Luxembourg 4,017 2,517 2,709 S.4547 4, R4B" 4,789 4,278 4,093 3.613 $.114
6 Denmark.. ... ... .. 333 509 466 291 429 408 341 337 434 438
7 Finland ... .. . 296 748 531 1,24% 947 489 638 407 487 Bak
& France............. 4 486 8,171 9.441 11,670 12,031 t1,539 11,547 L0417 E,934 12,701
Y Germany......... .. 7,645 5,351 3,599 3,663 3,973 3,758 3,036 3,334 3,378 3,346
10 Greeee.. ... 463 537 520 596 60 566 567 609 602 699
11 Ialy oo 7,267 5,626 8,462 8,148 6,960 8,3567 8,266 8,976 [1,056 10,757
12 Netherlands ..., . 2,823 3,362 4.29% 5,735 5618 S.116 5,239 4,421" 5,077 4,799
13 Norway ... . 1,457 1,567 1,673 2,084 1,624 2,026 1,912 1,895 1,693 1,548
14 Portugal.... ........ 354 388 373 425 440 539 434 540 552 597
15 Spain.......... L . 916 1,405 1,603 1,774 1,825 1,97t 1,984 1,905 1,873 2,080
16 Sweden S 1,545 1,390 1,799 1,486 1,833 2,098 2,008 1,945 1,839 1,599
17 Switzerland . R 18,716 29,066 32,2467 s a4 33,33 32, ‘)19' 32,995 32,4617 31,445 31,097
I8 Turkey....... ... S18 296 467 315 340 320 557 457 583
19 United Kingdom . .............. .. Co 28,286 48,172 60,683 69,885 69,767 67, ‘)7(» 65,445 65,384 66,944 67 882
200 Yugoslavia ... 375 499 562 556 525 435 514 579 565 60?
21 Other Western Lurope! A 6,541 7.006 7.403 6,459 6,5397 6, 1|4’ 6,247 56,0627 6,397 7,065
22 USSR . 49 50 65 41 31 41 S0 54 79
23 Other BEastern Burope 493 376 596 612 435" ﬂ" 738 476 488 546
24 Canada .o e 14,250 12,232 16,026 17,572 19,221 18,170 17,536 16,767 16,662 15,976
25 Latin America and Caribbean, .00 o0 oL 85,223 114,163 1 1400887 | 153,196 149,541 150,9727 152,069 1457717 149,570 153,267
260 Argentimil ... 2,445 3,578 4,038 4,538 4,439 4,411 4,384 4,484 4,606 4,424
27 Bahamas ... 34,856 44,744 55,8187 62,737 60,075 60,077 58,321 52,912 55,018 56,300
28 Bermuda . .. . 765 1,572 2,20660 2,559 2,505 2,763 3,177 3,043 3,309 7_,}()‘)
29 Brazil........... 1,568 2,014 3.168 3,690 4,120 4,697 4,427 4,714 4,978 5,330
30 British West Indic N .. 17,794 26,381 34,545 34,6397 33,9847 33,789 35,926 34,419 34,336 36,901
31 Chile ..o oo 664 1.626 1.842 1,970 2,176 2,070 1,874 2,052 2,185 2,001
32 Colombia, . ... 2,993 2,594 1.689 1,809 1,801 1,791 1,957 2,022 2,057 2,514
33 Cuba ..., 9 9 8 9 7 7 8 8 8 10
34 FEcuador | 434 455 1,047 908 845 9581 931 924 1,029 1,092
38 Guatemala . 479 670 788 825 811 831 810 855 K84 896
36 Jamakca....ooooL L . .. 87 126 109 157 116 126 180 122 110 186
37 Mexico L 7,235 8,377 10,392 11,976 11,7337 12,208 12,869 12,466 13,426 12,692
38 Netherlands Antilies. . 3,182 3,597 3.879 4,459 4,253 4,261 4,179 4,187 4,180 4,149
39 PADAIMA L oL e 4,857 4,805 5,924 6,652 6,064 6,500 0,811 6,578 6,843 6,928
40 Peru 694 1,147 1,166 1,279 1,278 1,273 1,343 1,304 1,258 1,247
41 Urnguay ..., 367 759 1,244 1,300 1,302 1,319 1,418 1,361 1309 1,394
42 Veneruela. . ... 4,245 8,417 8.632 10,129 9,684 10,046 9,615 10,367 10,011 10,547
43 Other Latin Amnerica ¢ 2,548 3,291 3,535 3,553 3,749¢ 3,786 3,839 3,952 4,027 4,207
44 Asi. ..o DO 49,822 48,716 ALY (UL 61,8847 61,5597 a6 397 66,0287 67,182 T1OVE
China
45 Muinland . |58 203 249 469 (&) 671 876 86| 844 1453
46 Tai 2,082 2,761 4,051 4,672 48917 4,799 4,970 5,041 5,355 4,976
47 3,950 4,465 6,657 6,416 6,117 6,110 6,977 6,236 6,535 7240
48 185 433 464 498 621 800 644 616 606 506
49 Indonesia 640 8587 997 1,281 911 1,137 939 1,339 884 1,026
S0 Israel ... 592 606 1,722 708 804 26 750 2,017 1,023 [ 268
51 Jupan . ... 20,750 16,078 {8,079 19,433 19,442 19,792 210310 {9,644" 20,750 20,9249
52 Korea ... 2,013 1,692 1,648 1,276 1,393 1,641 1,572 1,552 1,609 1,691
51 Philippines ... 874 770 1,234 1,032 vi6 1,084 1020 1,097 1,252 1,380
54 thailand oo 534 629 47 875 719 782 141 980 1,458 1,257
55 Middie st oil-exporting countries ..o 12,992 13,433 12,976" 12,414 14,792 13,200 13.754 13,89(r 13,436 16,779
56 Other Asiv. ... o o 4,853 6,789 9,748" 11,2567 10,5157 10,8157 12.844 12,755 13,432 12,894
ST Afvica oo 3,180 3,124 2,827 3,331 3,145 3,052 3018 3,329 3,492 3,454
S8 EBgyptoo.oooo N 360 432 671 893 858 743 629 763 739 757
59 Moroceo 32 81 84 133 128 RE 136 TS 17 [k
60 South Africa. ... 420 292 449 420 409 350 318 459 464 328
61 Zuire 26 23 87 [RIY 99 101 148 141 163 152
62 Oil-exporting countr 1,395 1,280 620 816 706 775 821 998 1,034 1,132
63 Other Africa. ... o0 o 946 1,016 917 932 946 964 966 8520 918 967
G4 Other countries ..o i 1,419 6,143 8,067 6,609 6,389 6,150 6,055 5,844 6,277 S.605
65 Australia 1,223 5,904 7,857 6,316 6,095 5,749 5,687 5,464 5,598 5,286
(£33 All other 196 239 210 293 294 401 368 379 679 379
67 Noumonctary international and regional
OPEANIZATIONS © .0ttt i 2,721 4,922 5,957 5,055 5,344 5,748 6,279 4,801 5,834 4,083
68 International . .. ... ... L 1,661 4,049 S.273 4,436 4,740 4,973 sS40 4,080 S,058 1376
69 Latin American regional .. .. Lo 710 S17 419 418 431 445 488 St8 503 ht.yl
70 Other regional® ... ... 150 35‘7J 265 (80 173 330 38 196 183 k 120
A Liabilities and claiins of banks in the United Stales were increased, beginning 3. Comprises Bahrain, lran, lrag, Kuwait, Oman, Qutar, Saudi Arabia, and
in Decermber 1981, by the shift trom forcign branches to international banking United Arab Emirates (Frucial States).
Aulmu in the United States of liabilities to, aud claims on, foreign residents, 4. Comprises Algeria, Gabon, Libya, and Nigeria.
Includes the Bank for International Settlements. Hggmnmg' April 1978, also 5. Astan, African, Middle Eastern, and European regional organizations.
IIKIIML\ Eastern Furopean unlnlnm not listed in ]mu 3. except the Udllk Im International Settlements, which i ncluded (o Other
2. Beginning April 1978 comprises Bulgaria, choslovakia, the German Western Europe,

Democratic Republic, Hungary. Poland. and Romumia.
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318 BANKS' OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in U.S. Dollars

Miltions of dollars, end ol period

1984
Area and country 1981 A 1982 983 7 == - == ———— e —
June July Aug. Sept. Oct. Nov. ( Pec.t
P lotal ..o o P 251,589 | 355,705 391,312 | 407,649" | 404,1687| 396,2327 393,959 1 3K3, 4447 344,194] 398,367
2 Foreign countries ... ... .. ... .. 251,533 355,636 391,148 407,535 403,959 | 396,037 | 393,888 | 382,762 | 383,709| 397,690
T EAWOPE Lo 49,262 85,584 91,9277 104,0147 1 102,3117]  100,0847 98,173 95, T7()’ 97,783 97,7188
4 Austrin oo 121 229 401 632 6367 S81 572 S37 574
S Belgium-L.uxembourg. 2,849 5.138 5,639 6,7247 6, 1087 6,156 6,286 s, 1(;1 4,984 4,639
6 Denmark 187 554 1,275 11977 11897 1,0887 1.057 544 520 048
7 Finland 5S40 990 1,044 1,100 928 872 882 887 1,093 891
& Prance........oooo S 4,127 7,251 8,766 9,3757 9,732 9,985 9.094 8,822 9,309 9,091
9 Crermany 94() 1,876 1,2847 1,155 1,142 1,257 1,220 1,097 1,261 1,293
10 333 452 476 1,036 979 974 1086 9297 806 817
11 5,240 7,560 9,018 ¥.556 8,331 7,832 7,803 7,827 8,850 4,074
12 682 1,425 1,267 1,766 1,811 1,440 1.470 1, 1907 1,229 1,349
13 384 572 690 729 648 649 649 676 602 675
14 Portupal. e . . o 529 950 1,114 1,463 1,503 1,433 1,387 1,346 1,262 1,239
[5 Spain......... S 2098 3,744 3,573 3,799 3,955 3,700 3,355 3,189 3,010 2,881
16 Sweden . 1,208 3,038 3,358 31917 2,677 2,404 2,596 2,362 2,313 2,220
17 Switzerland . . 2,213 1.639 1,8637 1,997 1.5447 1,580 1,741 2,067 2,264 2,208
18 Turkey............ ... ... 424 560 812 1,160 1,210 1,145 1,132 1,145 1,097 1,130
19 Umlul Kingdom .......... o 23,849 45,781 47,3647 56,026 55,556 54,7527 53.676 53,2697 54,510 54,982
200 Yugoslavia ............... S 1,225 1,430 1,718 1,808 1,817 1,857 1,888 1,868 1,898 1,886
21 Other Western burope! . S 20t 368 477 571 800 732 660 600" 3 [a]]
2 USSR ..o S 377 263 192 178 172 175 176 159 169 142
23 Other Eastern Lurope? 1,725 1,762 1,598 1,643 1,573 1,471 1,442 1,454/ 1,467 1,406
24 Canada ... 9,193 13,678 16,341 17.459 18,350 16,326 16,604 16,6347 15,870 16,020
25 Latin America and Caribbean. ... ... e 138,347 187,969 [ 205,49171 209,196 208,404’ | 203,465" 203,001 198,3727 198,799 207,487
26 Argentina ... - 7.527 10,974 11,749 11,162 11,381 11,021 1,108 11,014/ 10,980 11,028
27 Bahamas . . 43,542 56,649 59,6337 59,4387 38,479 56,6127 55,216 52,006 54,084 58,027
28 Bermuda . 346 003 566 559 543 509 S08 551 038 659
29 Brazil. . 16,926 23,271 24,667 26,226 26,0097 25,991 26,140 26,1467 26,108 26,333
30 Hritish West Indies . . 21,981 29,101 35,527 31,7017 38,7827 35,390 36,002 34 8667 33,633 37,918
3 3,69 5,513 6,072 6,492¢ 6,648 6,619 6,836 6,795 6,703 6,850
32 2,018 3,211 3,748 3,559 3,490 3,444 3,438 3,343 3,406 3,503
33 3 3 [ 21 0 0 0 0 0 0
34 Beuador . 1,531 2,062 2,307 2,373 2,396 2,380 2,365 2,452 2,431 2,420
38 Guatemala? 124 124 129 125 124 130 120 141 148 158
36 Jamaica? .. .. . e 62 181 215 216 219 216 225 234 222 252
RY) MeEXICO o 22,439 29,552 34,8027 35,227 35,300 35,016 35,602 353647 35,294 4,682
38 Netherlands Antilles. ..o oo 1,076 839 1,154 1,312 1,381 1,302 1.296 1,337 1,337 1,359
39 Panama ..o 6,794 10,210 7.848 8,017 7,057 8,202 7,639 7,540y 7,351 7,702
40 1,218 2,357 2,536 2,473 2,487 2,400 2,397 2,4167 7,358 2,184
41 157 686 977 950 961 930 934 962 990 1,088
42 7,009 10,643 11,287 11,1757 10,8367 11,137 10,982 11,029 10,993 L0107
43 1,844 1,991 2277 2,171 23067 2,165 2,191 2,175 2,123 22
Ad ASKL . . e 49,851 6,952 67,837 67,0317 61 81 65,9797 06,006 62,3567 6,348 66,376
Ching
45 Mainlamd. ..o I 17 214 292 554 640 639 563 409/ 545 /10
46 Taiwan......... e 2,461 2,288 1,908 L7027 1,51y 1,573 1,651 1,588 1,679 1,853
47 Hong Kong. ... ... i 4,132 6,787 84897 8,141 6,967 6,809 7,139 7,158 6,933 1,387
48 ndia L. e 123 222 330 358 123 295 354 302 K1 427
49 Indonesia . P 352 348 805 969 906 BE6H 821 797 731
SO srael .o 1,567 2,029 1,832 1,910 1,827 1,869 1,802 1,890 1,938 2,082
SIoodapan. ..o 26,797 28,379 30,3547 29,035 27,727 29,005 30,601 26,862 26,392 29,036
520 Korea oo 7,340 9,387 49,9437 9,641" 9,799 9,547 9,586 9,25% 8,896 9,266
53 Philippines ... oL 1.819 2,625 2,107 2,495 2,650 2,756 2,578 2,510 2,487 2,583
54 Thailand .. .. 565 643 1,219 1,1237 1120 1,262¢ 1,113 1,072 1112 1,125
55 Middle East oil orting countric AN 1,581 1,087 4,954 5118 5,214 4,924 4,506 4,65(r 4,678 5,075
56 Other ASIU ... 3,009 4,943 5,603 5,986 6,081 6,396 5,227 5,844 3,510 6,131
7 Africa 3,503 5,346 6,654 6,840 7,048 6,969 6,830 6,862 6,719 6,616
S8 bEgypt..... .. S A 238 22 747 734 638 613 650 674 693 128
549 Morocco R o 284 353 440 497 549 556 545 582 536 583
60 South A 1011 2,012 2,634 3.0658 1,307 3,281 3,152 3,140 2,96 2,792
61 Zaire 112 57 33 39 43 30 18 18 19 18
62 Oil-exporting ¢ num S 657 801 1,073 1.004 1,025 996 944 938 911 839
o3 Other............. ... P 1,201 1,802 1,727 1,502 1,485 1,493 1,522 1,510 600 1,655
64 Other countries ... ... ... D 1,376 2,107 2,8987 2,996 3,036 31210 3,274 3,169 3,189 3,436
65 Australia 1,203 1,713 2,2‘6’ 2,438 2,481 2,582 2,673 2,507 2,487 2,760
66 All other ... 172 394 642 S61 554 628 601 661 702 676
67 Nonmonetary international and repional
Organizations oL 56 68 164 13K} 209 198 7 681 485 677
A Liahilities and chams of bunks in the United States were increased, 3 Included in ' Other Latin America and Caribbean™ through March 1978,
beginning in December 1981, by the shift from foreign branches to international 4. (ompmu Bahrain, fran, fraq, Kuwait, Oman, Qatar, Saudi Arabis, and
banking facilities in the Umlul States of labilities to, and claiins on, foreign United Arab Emirates (llllle] States).
residents. 5. Comprises Algeria, Gabon, Libya, and Nigeria,
1. Includes the Bauk for International Settlenents. Heginning April 1978, also 6. bxcludes the Bank for International Settlements. which is included in
inciudes Eastern FEuropean countries not histed in line 23, “Other Western Burope. ™
2. Beginning April 1978 comprises Bulgaria, Czechoslovakia, the German Note. Data for period betore April 1978 include claims of banks’ douestic

Democratic Republic, Hungary, Poland, and Romania. customers on foreigners.,



Bank-Reported Data A6

3.19 BANKS OWN AND DOMESTIC CUSTOMERS' CLAIMS ON FOREIGNERS Reported by Banks in the

United States
Payable in U.S. Dollars

Millions of dollars, end of period

1984
Type of claim 1981 4 1982 19837 ERE R —
June’ July” Aug.” Sept. Oct.’ Nov. Dec.r
Thotal ..o 287,557 396,15 426,215 444,293 | Lo 427985 | o0 L. 434,274
2 Banks' own claims on foreiguers. ... .. 251,589 355,708 391,312 407,649 404,168 396,232 393,959 383,444 384,194 398,367
3 Foreign public borrowers ... ... .. 31,260 45,422 57,569 59,388 59,797 58,477 59,617 61,361 1,842 61,236
4 Own foreign offices!. ... .. 96,653 127,293 146,393 158.219 155,665 153,652 152,030 143,576 144,394 155,905
5 Un.iﬂdmtcd foreign banks . 74,704 121,377 123,837 129,419 127,239 123,716 122,482 120,873 121,401 123,818
6 23,381 44 223 47,126 49 074 48,340 46,990 47,379 46,778 45,803 48,028
7 51,322 77,153 76,711 80,345 78,899 76,725 75,103 74,094 75,598 78,187
8 All other tmuylu\ .. 4y, ‘)72 61,614 63,514 60.624 61,467 6,387 59,830 57,634 57,558 57,411
9 Claims of banks' domestic customers” 35,968 40,310 34,903 36,643 | ... | L 3026 .0 Lo 32,907
10 Deposits ... o 1,378 2,491 2,969 3ASE | | 4575 oo 3,380
11 Negotiable and m‘uh]y transferable
mstruments? ... 26,352 38,763 26,064 28823 00 L0 23,3960 .0 L 23,805
12 Outstanding collections and other
claims .. oo oo 8,238 7,056 5,870 1362 1 oo Lo 6,055 ... o 5,723
13 MEmo: Customer liability on
ACCEPLANCES oot 29,952 38,153 37,715 42391 | ... % ....... 38,5861 ... b o 36,677
Dollar deposits in banks abroad, re-
ported by nonbanking business cn
terprises in the United Smtes“ 40,369 42,499 45,856 44,197 43,291 44,040 43,7557 42,231 44,506 i,

1. U.S. banky: includes amounts due from own toreign .l)}'elnul1ys and foreign
subsidiaries consolidated in **Consolidated Report of Condition” filed with bank

regulatory agencies. Agencies, branches, and majority-owned subsidiaries of

Joreign banks: principally amounts due from head oftice or parent toreign bank,
and foreign branches, agencies, or wholly owned subsidianes of head oftice or
parent foreign bank.

2. Assets owned by customers of the reporting bank located in the United
States that represent claims on foreigners held by reporting banks tor the account
of their domestic customers.

3. Principally negotizble time certificates of deposit and bankers acceptinces.

4. Includes demand and time deposits and negotiable and nounegotiable
certificates of deposit denominated in U.S. dollurs issued by banks abroad. For
dcsscsr(iplion of changes in data reported by nonbanks, see July 1979 Butierin,
p. 550.

A Liabilities and claims of banks in the United States were increased,
beginning in December 1981, by the shift trom foreign branches to international
banking fucilities in the United States of liabilities to, and cluims on, foreign
residents.

NoTE. Beginning April 1978, data for banks’ own claims are given on a monthly
basis, but the data tor claims of banks' own domestic customers are available on a
quarterly basis only.

3.20  BANKS' OWN CILLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States
Payable in U.S. Dollars
Millions of dollars, end of period
1983 1984
Maturity; by borrower and area 19814 1982 pun iy Bty et S
Dec.’ Mar.* June’ Sept. Dec.#
Plotal .o 154,590 228,150 243,715 238,81y 249,646 240,674 243,246
By borrowe;
2 Maturity of | year or less! 116,394 173,917 176,158 163,567 172,144 162,914 165,547
3 Foreign public borrow, 15,142 21,256 24,039 20,453 21,018 21,059 22059
4 All other foreiguers . . 101,252 152,661 152,120 143,114 151,126 141,854 143,489
5 Maturity of over | vewr!. 38,197 54,233 67.557 75,252 77,501 71,760 77,699
6 Foreign public borrowers . 15,589 23,137 32,521 36,333 37,797 38,410 9,594
7 Allother foreigners .. ... i 22,608 31,095 35,036 8,919 39,704 39,150 W, 105
By areu
Maturity of 1 year or less!
8  FEurope 28,130 50,500 S6.117 54,393 59,666 56,769 58,382
9 Canada... 4,662 7,642 6,211 6,509 6,925 5,896 5,961
10 Latin Amertca and Caribbean .. 48,717 73,291 73,660 65,658 65,109 61,479 &),500
I Asia oo 31,485 37,578 34,403 31,206 34,002 32,252 33,796
12 Africa........... 2,457 3,680 4,199 4,472 4,790 4,798 4,442
13 All other! 943 1,226 1,569 1,330 1,652 1,720 2,466
Maturity of over | yewr!
14 Europe 8,100 11,636 13,576 13,334 12,827 11,269 9,572
15 Canada. .. 1,808 1,931 1,857 2,038 2,203 1,801 1,884
16 Latin America and Caribbean . . 25,209 35,247 43 888 51,233 54,271 56,577 57,811
17 ASM .o 1,907 3,188 4,850 5,150 5,098 5,106 5,303
18 Africa . P C .. 900 1,494 2,286 2,291 1,865 I BSY 2,01t
19 Al other? o 272 740 1.101 1,206 1,237 1,150 1,107

A Liabilitics and claims of banks in the United States were increased,
beginning in December 1981, by the shift trom toreign branches o international
banking tacilitics in the United States of liabilities to, and claims on, foreign
residents.

1. Remaining time to maturity,
2. Includes nommonctary international and regionul organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks!
Billions of dollars, end ol peviod
1982 1983 1984
Arca or country 1980 1981 p——— —— —_ Y — 7 7t 71—
Sept D Mar June | Sept. Dec Mar June? ’751:]11,1’
IFotal ..o 352.0 415.2 | 4384 438.7 4438 | 439.9 | 432.0 4380 | 4340 429,87 | 408.6
2 G-10 countrics and Switzerlind 1621 1185 ) 1754 L1 1827 V1773 ] 1evd] 168.2 1 165.7 157.8 | 1480
R Belgium-Luxemboury 13.0 13.3 14.6 13.1 137 13.3 12.6 12.4 1.0 10.8 9.8
4 Prance ... 4.1 15.3 IS.8 17.1 17.1 17.1 16.2 16.3 15.9 14.3 14.4
5 Germany ... .. 12.1 12.9 12.2 12.7 13.5 12.6 1.6 11.3 .7 11.0 10.0
6 laly 3.2 9.6 9.7 10.3 10.2 10.5 0.0 1.4 1t.2 1.5 P
7 Netherlands. ... 4.4 4.0 38 3.6 4.3 4.0 3.6 3.5 3.3 3.0 3.4
8 Sweden......... . 2.9 3. 4.7 5.0 4.3 4.7 4.9 5.1 5.2 4.3 3.5
9 Switzerland .. ... 5.0 5.5 5.1 5.0 4.6 4.8 4.2 4.3 4.3 4.2 1.9
H United Kingdowm. .. 67.4 0.1 70.3 720 133 0.7 67.8 65.3 64.5 60.2 51.9
I Canada. ..o 3.4 10.9 11.0 1.4 12.5 10.8 9.0 8.3 8.7 8.9 8.1
12 Japan ... 26.5 3.2 29.3 30.2 292 287 9.2 30.1 30.0 29.5 279
13 Other developed countries ..o 21.6 28.4 2.7 387 34.0 34.5 34.3 36.1 35.7 37.1 363
14 Awostda ..., B 1.9 1.9 2.0 1.9 2.1 20 1.9 1.9 2.0 2.0 1.¥
15 Demwk . 23 2.3 2.8 2.4 33 14 3.3 3.4 3.4 31 2.9
16 Finland 1.4 1.7 1.8 2.2 2 2.1 1.8 2.4 2.1 23 19
17 Greece 28 2.8 2.6 30 2.9 2.9 2.9 2.8 3.0 .3 32
18 Norway 2.6 31 3.4 33 33 3.4 3.2 33 3.2 3.2 32
19 Portugal .. 6 [N I.6 1.5 1.4 1.4 1.4 1.5 1.4 1.7 1.6
20 Sp(lin 4.4 6.6 .7 7.5 7.1 7.2 7.2 7.1 A 7.3 6.9
20 Turkey . 1.5 1.4 i.5 .4 1.5 1.4 1.5 1.7 1.9 2.0 1.9
22 Other Wleun ) Hmp( ............ 1.7 2.1 2.1 2.3 2.3 2.0 2.1 1.8 1.8 1.9 1.7
23 South Afvica . ... TR N 2.8 3.6 3.7 3.6 39 4.7 4.7 4.8 4.7 5.0
24 Australiao Lo 1.3 2.5 4.0 4.4 4.6 4.6 4.4 5.5 52 5.7 6.2
25 0l COUNMIIES © o 227 24.8 273 2.4 2.5 28.3 27,2 28.9 28.6 26,7 24.9
26 Licundor ... o 2.1 2.2 23 22 22 2.2 2.1 2.2 2.1 2.1 21
27 Venezuela ... 9.1 9.9 10.4 10,5 0.4 13,4 PR 9.9 Yy.7 9.5 9.0
28 Indonesia, L . . R 2.6 29 3.2 3.8 3.2 3.4 3.8 4.0 4.0 KR
79 Middle Last countries ... ... 6.9 7.5 9.0 8.7 9.3 9.5 9.1 10.0 9.8 8.4 7.4
W Africun countries . . 2.8 2.5 2.7 2.8 3.0 3.0 2.8 3.0 3.0 2.7 2.8
31 Non-OPEC developmg countiies oo 000 77.4 9.3 | 10401 107.1 108.1 108.8 109.8 111.5 120 3.3 1119
Latin America
3 Awumn.z . 7.9 9.4 9.2 8.9 9.0 4 9.5 9.5 9.5 9.2 0.t
3 Brazil . 16.2 19.1 2. p 232 v 231 231 2500 25.4 26.3
340 Chile............ ..o 37 5.8 6.2 6.3 6.0 8 6.3 6.4 6.5 6.7 7.1
35 Colombix . 2.6 2.6 2.8 1.1 29 2 2 3.2 31 3.0 29
36 Mexica. oo oo 5.9 216 25.0 205 2501 3 259 26.1 25.6 26.7 26.1
31 Peru ... . & 2.0 2.6 2.6 2.4 6 2.4 2.4 2.3 R 2.2
38 Other Latin /\ululm - 39 4.1 4.3 1.0 4.2 4.3 4.2 4.2 4.3 4.0 39
Asia
China
34 Maintand 2 2 ) 2 2 2 2 A 3 0 A
40 Taiwan .. 4.2 S 1.9 5.3 s1los 5.2 5.4 4.9 Sy S
4l Andia ... A 3 . 6 AR 8 1.0 1.0 10 1.
42 1.5 21 1Y 2.8 000 28 () 1.9 1.6 1.9 1.7
43 7.1 9.4 9.4 10,9 10.9 0.9 0.9 it.4 1.1 1.2 i
44 Malaysia, oo 1 1.7 1.8 2. 2.5 2.6 2.8 2.9 2.8 A 3.0
45 Philippines . S 6.0 6.1 6.3 6.6 6.4 6.2 6.2 6.7 6.3 b
46 Thailand ... 1.6 I.5 1.3 K 1.6 1.8 1.7 2. 1.9 1.8 1.4
47 Other Asia. KG 1.0 L3 I [ I 1.0 1.0 9 1.4 1.2
[ '
Africa
48 Lgypl..... ... 8 1 .3 1.2 11 1.3 1.4 1.5 1S P4 12
49 Moroceo. N N 8 NG R 8 A B R 8 8
Zai 2 2 .1 N N .1 .1 N .1 B N
21 2.3 2.2 4 2.3 22 2.4 2.3 2.2 1.9 1.9
S 7.4 7.8 6.4 6.2 5.7 5.8 83 5.3 4.9 4.9 4.6
SYOULSSRO Lo 4 6 3 3 3 A 2 2 2 .2 2
H 2.3 2.8 2.2 2.2 2.2 23 23 2.4 23 23 2.3
35 ()lhm B 4.6 4.7 3.8 37 3.2 30 2.8 2.8 2.5 2.4 21
36 Oftshore bapking centers ©o. 00 o 47.0 63.7 722 60.8 67.9 69. 1 69.4 11 70.7 7.8 65.6
57 Bahamas e 13.7 19.0 204 19.0 18.5 207 21.8 22.0 24.6 27.0 23.5
SR Bermuda Lo b 7 8 9 1.0 8 8 9 N 7 1.0
59 Caymnan lsl'lmlx and other British West Indies 10.6 12.4 13.6 129 12.5 12.6 1.0 12.7 1.4 {6 16.2
M) Netherlands Antilles .00 Fa 1.2 3.3 3.3 34 2.6 4.1 4.2 3.3 1.3 3.4
61 Panumat N 5.4 N K.l 7.6 I8 6.6 5.7 6.0 6.3 6.4 5.6
62 lebanon. .o 2 2 .1 B B! B . B -1 .l N
63 Hong Kong ..o oo 8.1 1.8 15.1 139 5.1 14.5 15.2 14.9 4.4 13.5 12.6
64 Singapore .. S 8.7 9.8 P 104 11.2 10.5 104 9.9 10.2 9.8
[(N] Others™ L 3 4 Ry 0 { 0 A X A A RG
66 Miscelancons and tnallocated® 00000000000 14.0 18.8 204 17.9 16.9 16.2 16.9 17.0 16.4 7.3 16.8
1. The banking offices covered by these data ere the U5, offices and toreipn wuwait, L, Nigeria, Qatar, Saudi Arabia, and United Araby Einirates) as well

brauches of U.S .awned banks and of ULS. subsidiries of toreign-owned banks.
Otfices nor covered ichide (]D LES, agencies and branches of toreipn banks, and
(2) toreign subsidiaries of ELS. baaks. To minimize nluplimnun the datic are
adjusted to exclude the ¢ ).mm ot torewn branches held by & LIS, olhice or znother
foreign branch of the sine h.mknuv institution. The data in this table combine
foreign branch claims in table 3.8 (the sum ot hines 7 throngly 10) with the claims
of LS, oftices in 1able
toreign banks und those constituting claims on own toreign branches)

2. Besides the Orpanization of Petrolenm Exporting Countries shown individ-
wably, thos mroup inchudes uthey sombers of OPVC {ARgeria, Gabon, lran, sy,

$18 fexcluding those held by ageacies and branches of

as Bahrain sod Onian (not formally members of OPEC).

3. Excludes Liberia,

A Includes Canal Zone beginning December 1979,

5. Foreign branch claims only.

6. Includes New Zeakand, Liberia, and international and regional organizi-
nons,

7. Beginning with June 1984 dati, reported claims beld by Iulugn branchies
have been reduced by an inerease in the reporting threshold for “shell™ branches
from $50 million o $150 willion cquivatent in total assets, the threshold now
applicatile ol veporting branches.
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3.22 LIABILITIES TO UNAFEFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the

United States!

Millions of doHars. end of period

A63

Type, aud area or country

TYRO

TFotal oo

2 Payable m dolfars ..o o oo
3 Payable in foreign cureencies ..o oo

By rype
4 Fipancial liabilities ©.. oo 000 o
5 Payable in dollars ... . . . L.
6 l)thllhlL in foreign CUTCICICS oo,

7 Commercial fabilitics,
8§ Trade payables L.
9 Advance receipts and other IIdl)l]IllL.h ...............

10 Payable indollars ..o 0
11 Payable in foreign currencies ..o o

By area or country
Financial liabilitics
120 BUrope .o

13 Belgium-Luxembourg. ..........................
14 France.. ... ... ... .

15 Germatty .

16 Netherfands 00000000 .
17 Switzerland. ... o
18 United Kingdom ... .o
19 Canada ..o o
20 Latin America and Caribbean, ..o o0
21 Bahamas ..o o

n Bermudi , . . . o
23 Brazil. ... o

24 British West Indies, ..o
25 MeEXICO .o
20 Venczuela. ... oo
27 ASIL L.

28 Japan ..

24 Middle East oil-exporting Lnuu[nu .............

0 Africa .. e
31 Qil-exporting countries® . ..o

32 Allothert ..o FE

Commercial liabilities
33 Burope ..o o
34 Belgium-1.uxembourg . . .
35 Prance......... ...

36 Germany
37 Netherlands
a8 Switzerland. . ...
3y United Kingdom
40 Canada

41 Latin America and Caribbean. ... o
42 Bahamas...............

43 Bermuda . .
44 Brazil. .. .
45 British West Indics

46 Mexico ..o .
47 Venezuelt, ..o
48 Asia.

49 Japun
50 Middle Fast Ul|‘L\pUIllng countrie

S1AfTica e
52 Oil-exporting conntries’

53 Allothert oo R

29,434

25,689
3,745

11,330
8,528
2.802

18,104
12,204
5.903

17,161
943

6,481
479
327
582
681
354

3,923

964

3,136
964

1

23
1,452
99

81
723
644
I8

L

10,242
802
8.098

817
S17

456

tYR1

[ S N

28,618

24,909
3,709

12,187
9.499
2,658

16,461
10,818
5,643

15,409
1,052

6,825
471
00
491
748
715
3.565

963

3,356
1,279

27
1,241
102
2

976
792
78

14
8]

24

370
1A
573
S48
20
424
LA

897
1,044
2

67

o7

2

340
276

9,384
1,094
7,008

3
344

664

1982

24,280
3,232

11,060
8,858
2,208

16,446
9,438
708

15,423
1,024

1,039
1S
169

17
a

1!

3R31
52
S98
468
346
1Ys
1.027

1,495

£570
16
117
60

12
436
642
¥ 144
1.226
5,503

753
27

651

26,325

23,546
2,780

10,900
3,025
1,875

15,4258
R567
6,858

14,521
904

6,014
374
78s
449
730
SO
3.014

78K

2,937
R4
1

[
f,00s
183
17

1,327
K90
201

v
0

15

3,633
47
hRX)
472
243
460
9/

1418

1,508
I

71

48

14
512
539
7.638
1,305
4817

628
24

O

24,866

2018
2,948

141,349
K.619
1,730

14,516
1136
6,780

13,299
1,218

5.678
02
B20)
498
581
486

RRAD)

768

2.609

10

1,245
62
437
427
208
241
732

1,841

1.445
t

67

44

6

S8S
404
6,741
1,247
4178

553
167

692

Mar.

29,189

25,968
3t

14,165
12,134
2,031

15,024
7,865
7,159

13,834
1190

T_:‘ -
= 2
= 3

S
=N
v

S67
40
488
417
259
477
847

1,776

1,778
14
158
68

33
682
531

6,620
1,291
3,738

339
243

743

34,0

10815
3185

18,327
16,297
2.030

15.674
7,497
1776

14,518
158

3409
45
525
501
265
246
794

B4

705
17
124
K

hl
508
630

6,989

1046

Sept.r

3,708

27910
2,799

13 854
14,064
1,784

14,835
6.921
7,934

13,841
1,014

6.700
419
904
S08
S84
513

3471

820

154
010

1

32
3,244
240
128

ro o

1,551
070
140

16
0

13

3967
34
430
S82
238
417
J.133

1923
1,758
L

110
{23

6]
028
554

8K
61

[T

SRY

251

067

1. For a description of the changes in the luternational Statistics tables, see

July 1979 Burreren, p. 550,

Comprises “dhldlll lran, Irag. Kowail, Oman, Qatar,

United Arab Emirates (Trucial States)

Saudi Arabia,

and

5. Revisions include
totals tor Asia and the grand totals.

3. Comprises Algeria, Gabon, Libyi, and Nigeria,
Includes nonmonetary internations) and regional organizations.
a reclassification of transactions,

which also altects the
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the

United States!

Millions of dollars, end of period

1983 1984
Type, and area or country 1980 1981 1982 S B SE—
Sept. Dec. Mar. June Sept.r
Flotal oo 34,482 36,185 28,725 32,934 34,547 32,773 31,322 29,537
2 Payable indollars ............. ... oo 31,528 32,582 26,085 30,029 31,458 29,485 28,357 26,762
3 Payable in foreign currencies ... 2,955 3,603 2,640 2,905 3,089 2,888 2,965 2,775
By type
4 Financial Clalins ... .o o i 19,763 21,142 17,684 22,038 23,416 21,911 20,874 19,254
S o Deposits ... 14,166 15,081 13,058 16,97 18,020 16,665 15,759 14,542
6 Payable m doflars oo oo 13,381 14,456 12,628 16,463 17,523 16,236 15,250 14,110
7 Payable in foreign currencies ... 785 625 430 445 497 428 S10 432
8 Other financial claims. . ..................... 5,597 6,061 4,626 5,130 5,396 5,246 5,114 4,711
9 Payable in dollars .. ... .. . 3,914 3,599 2,979 3,279 ? 441 3,457 3,158 3,028
10 Payable in foreign currencies ... 1,683 2,462 1,647 1,851 1,955 1,788 1,756 1,683
11 Commercial claitss ..., .. 14,720 15,043 11,041 10,896 1,131 10,862 10,448 10,283
12 Trade receivables ... o 13,960 14,007 9,994 9,562 9,721 9,540 9,108 8,867
13 Advance payments and other ddnm ................ 759 1,036 1,047 1,334 1,410 1,321 1,343 1,416
14 Payable indollars ... ..o oo 14,233 14,527 10,478 10,247 10,494 10,191 9,749 9,624
15 Payable in foreign currencies ... oo 487 516 563 60y 637 671 699 659
By areq or country
Financiat claims

16 BEurope ......... . 6,069 4,596 4,873 6, 232 6,440 6, l/‘) 6,259 S 474

17 Belgium-Luxembourg 145 43 15 37 37/
18 France............ 298 285 134 | H 154 175 151 l()2
19 Germany . 230 224 178 161 159 148 161 187
20 Netherlands 51 50 97 89 71 S 158 62
21 Switzerland. .. ... . . 54 117 107 4 38 *) 6l 64
22 United Kingdom .............o. .o o 4,987 3,546 4,064 5,877 5,768 5,470 5,438 4,703
23 Canada ... o 5,036 6,755 4,377 5,244 6,111 5,610 5,098 4,344
24 Latin America and Caribbean. ... ... o oo 7,811 8,812 7,546 9,500 9,809 9,079 §.,238 8,320
25 Bahamas . ................... 3,477 3,650 3,279 3,829 4,745 3,787 3,122 3,162
26 Bermuda................. ... 135 18 32 62 96 k) h 5
7 Rrazil.................. ... .. 96 30 62 49 53 87 83 84
28 British West Indies........... 2,755 3,971 3,255 4,457 3,830 4,302 4,210 4,187
29 MeXiCo ..o 208 313 274 3ts 291 274 230 232
30 Venezueliv, . ... o 137 148 139 137 134 130 124 128
31 ASid ..o 67 758 698 164 764 754 963 893
32 Japan. ... 189 366 153 257 297 309 307 376
33 Middle Yast oil-¢ 20 37 15 8 4 7 8 7
34 AMTICA 208 173 158 151 147 144 158 160
35 Oll-exporting countries®. ... o 26 46 43 45 55 42 45 37
36 Allother! ... . . 12 48 31 148 145 145 158 113

Commercial claims
37 BUHIOPU ... 5,544 5,405 3,826 3,394 3,670 3,608 3,555 4,563
38 Belgium-Luxembourg . 233 234 151 16 135 173 142 128
39 France................. 1.129 776 474 486 459 413 408 410
40 Germany............... 599 561 357 182 348 363 443 367
41 Netherlands ............ 318 299 350 282 334 304 306 303
42 Switzerland. ... .. 54 431 360 292 317 336 250 289
43 United Kingdom 929 985 &1 738 BO9 787 K12 888
44 Canada ... .. 914 967 633 792 R29 1,061 934 1,024
45 Latin America and Cartbbean. ................. ..., 3,766 3,479 2 526 2,870 2,695 2,419 2,042 1,886
46 Bahamas ........ .. ... ... .. 21 12 15 8 b 4 14
47 Bermuda................ o oo 108 223 "6 l 246 190 216 89 88
48 Brazil. ... 861 668 258 611 493 357 310 219
49 British West Indies ... 00 34 12 12 12 7 7 8 10
50 Mexico . 1,102 1,022 778 898 BH4 745 577 509
51 Venezuela. . ... . i 410 424 351 282 212 268 241 242
520 ASI ... 3,522 3,959 3,050 2,934 3,068 2,997 3,085 2,879
53 Japan . .. 1,052 1,245 1,047 1,033 1,114 1,186 1,178 1,087
54 Middle Fast oil-exporting countries=. ..., ..., 825 905 751 719 737 701 710 02
55 AfTICH . 653 772 588 562 SHE 497 536 594
56 Qil-exporting countries® . ... ... oo 153 152 140 131 139 132 128 15
57 Al otherd ... . 321 461 417 344 286 280 297 338
1. For a description of the changes in the International Statistics tables, sec 3. Comprises Algeria, Gabon, Libya, and Nigeria.

July 1979 BurLETIN, p. 550,
2. Comprises Bahrain, lran, lraq, Kuwait, Omnian, Qatar,
United Arvab Fanirates (Trucial States).

Saudi Arabia, and

. lncludes nommonctary international and regionad organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

1984 1984
Transactions, and area or country 1982 1983 T ——
l‘l)‘;:[i June July Aug. Sept. Oct. Nov, Dec.?
LS. corporate securities
STOCKS { [_‘
I Foreign purchases. ... oo oo 41,881 69,770 60,457 4,553 3,377 7,255 4,052 4,657 4,837 4,482
2 Foreign sales ... o 37,981 64,360 63,394 4,902 3,9467 7,399 4,892 5,398 4,752 5,049
3 Net purchases, or sales (=) ........... ... ... ... 3,901 5,410 ~2,937 — 349" —569" —144 —~840 7417 86 —-567
4 Foreign countries . ................ .. L 3,816 5,312 —3,052 —3597 ~- 578" —290 —909 ~752 74 —466
S Burope ... ...l 2,530 3,979 -2,992 -3197 - 5927 —~410 --690 --529r =96 -359
6 lFrance. .. --143 =97 ~-405 -3 - 45 - 28 —67 -37 —46 —54
7 Germany. .. 333 1,045 - 50 2 - 38 -+ 125 —63 -10 11 -105
8  Netherlands .. R . 63 109 —3i5 i =34 19 —66 —47 15 249
9 Switzerland. ... . . -579 1,325 - 1,490 =120 --321 - 358 --335 13y --34 249
10 United Kingdom . 3,117 1,799 —664 - 181" —121 146 ~131 =251 11 91
11 Canada .. 222 1,151 1,673 158 148 129 149 150 47 134
12 Latin Am 317 529 493 38 --S8 213 9 --89 30 67
13 Middle Last! . 366 - BO8r - 1,998 -21S - S5 -214 207 =270 =12 - 196
14 Other Asia .. ... . 247 395+ 377 =27 =76 -57 - 160 -92 74 -97
15 Africa ......... .. 2 42 -23 3 -2 -8 -6 8 -8 6
16 Other countiies ... ..o 131 24 171 2 16 54 -3 87 3y 1l
17 Nonmonetary international and
regional organizations . ... .. 85 98 115 10 9 147 69 11 11 =101
Honns?
18 Foreign purchases. ... ... oL 21,639 24,0000 39,154 2,004 3,082 2,885 3,356 6,994 4,899 6,359
19 Foreign sales ... . o i 20,188 23,097 26,030 1,795 2,503 2,030 2,035 3,060 2,556 2,904
20 Net purchases, or sales (—) ...................... 1,451 903+ 13,124 208 579 855 1,321 3,934 2,342 3,458
21 Foreign countries ... ... ... ... 1,479 888" 12,827 168 539 902 1,278 3,954 2,130 3,482
22 BUIOPE ... 2,082 909 11,648 272 480 502 1,004 3,956 1,950 3,292
23 FFANCE . ..o 305 -89 207 4 13 17 8 143 —~11 24
24 GERMIEANY . .o 2,110 344~ 1,728 122 256 181 19 606 139 142
25 Netherlands . . e 33 51 93 I 3 6 2 22 i is
26 Switzerland e . 157 5837 644 15 13 4 9 253 159 276
27 United Kingdom . .. B . 589 434 8,378 77 —80 3 w2 2,860 1,599 2,133
28 Camada .. ........ . 24 123 =71 32 35 54 3 -3 13 14
29 Latin America . 159 100 390 15 14 76 64 42r 44 TR
30 Middle East! e 752 1,161 - 1,011 --287 --60 1 - 19 --232 ~45 =179
Other Asia ..o =22 465 1,862 135 138 265 223 192 169 276
32 Africa ........... N .. 19 0 1 0 ¢ 1 1 0 -2 1
33 Other countries ..o 7 52 9 0 1 3 3 0 2 0
34 Nonmonetary international and
regional organizations ... ... oL —28 15 297 40 41 --48 43 - 20 213 -24
,,,,, —t — _
Foreign securitics
35 Stocks, net purchases, or sales (<)oo L 1,341 -3,765 -1,074 357 11 - 4897 --340 318 -177 221
36 Foreign purchases. ... .. 7,163 13,281 14,584 1,1267 899 1,2847 921 1,333 1,147 1,169
37 Forelgnsales ... 8,504 17,046 15,658 1,161 KT 1,773 1,261 1,651 1,324 1,390
38 Bonds, net purchases, or sales (-} ... ... .0 -6,6420 [ --3,239 -3,089 241 178 287 -48] -1,187 =231 —662
39  Foreign purchases............. . 27,167 36,333 57,820 5,308 4,427 5,770 4,122 4,527 6,601 5,619
40 Foreign sales .. ... 33,8097 39,572 60,909 5,066 4,249¢ 6,057 4,604 5,714 6,832 6,281
4] Net purchases, or sales (—), of stocks und bonds . . .. -7,98% | ~7,004" —4,163 207" 289 =777 —-§21 —1,505 —408 —H§82
42 Foreign countries . .. ........ ... —6,817" —6,559 —4,061 1927 27 —~613 ~§84 -—1,4;70 —561 —~461
43 Furope ... 2,584 -5,4927 1 --8,634 473" —4687 - 6027 ~962 -1,574 =707 --1,18%
44 Canada .. ... ... . . e L -2,363 - 1,328 413 122 174 =7 - 198 --68 - 23 254
45 Latin America and Caribbean. . ........ .. S 324r 1,120 2,474 465 237 127 28 217 207 104
46 ASIH. ... Lo - 1,822 —855 1,686 80 331 1367 169 =30 88 226
47 Afvica ... -9 141 107 4 2 it 14 19 - 16 3
48 Other countries . ... . v A - 364 - 1447 107 -1 -25 - 5 92 6 =110 139
49 Nonmonetary international and
regional organizations . . ... ... .. —1,165 —445 —102 15 62 — 163 64 —36 {53 —~422
I. Comprises oil-exporting countries as follows: Bahrain, lran, frag, Kuwait, ties sold abroad by 1.8, corporations organized to finance direct investments
Oman, Qatar, Saudi Arabia, and United Arab Emirates (Trucial States). abroad.

2. Includes state and local government securities, and securities of .S,
government agencies and corporations. Also includes issues of new debt securi-
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Holdings and Transactions

Millions of doliars

1984 1984
Country or area 1982 1983
[")‘:2‘ June July Aug. Sept. Oct. Nov. Dec.p
Holdings tend of period)!
| Estimated total .. ... ... ... ..o 93,263 | 94,862 | 101,457' | 97,664 | 100,595 | 102,792/ | 110,336
2 Foreign countries ... ... ..o 86,738} 87,9091 93.486¢/| 91.755| 92.8477| 95.14(r | 100.242
JEUropes. ... 39,2877 40,375} 44.365'[ 43.65¥ | 444481 452231 46,57}
4  Belgium-Luxembourg. . 135 138 171 191 218 259 305
5 Germany®............ 19,735 | 19.627 | 20,663 | 19915 | 19.876 | 19.913 | 20,249
6 Netherlands . 3,003 ) 33091 3,122 3.6 3574 3,567 3,583
7 Sweden. .. 940 957 905 981 980 981 893
8 Switzerland®. ... ... 1,752 2,021 2,089 2.188 2,015 1,728 1,753
9  United Kingdom . ..... 9,200 9.443 | 12,308 | 11988 | 12,729 | 12.974 | 13,742
10 Other Western Europe. 4,528" 5,087 5122 5,275 5,056 5.803 6,048
11 Eastern Europe ..... .. . .. -1 -1 -1 -1 -1 -1 -1
12 Canada ..... ... ... 1.600 1.631 1,862 2.148 2.386 2.578 2,827
13 Latin America and Caribbean ... ... . .. ... ... ... ....... 676" 133 446" 611 931 1.897 2,277
14 Venezuela.................. ... ... 75 75 76 79 80 88 78
15 Other Latin America and Canbbean . 488" 590 822 914 975 1,032 1243
16 Netherlands Antilles. . ......... .. 112 -532 —452 -382 -124 777 955
17 Asia............... . . 45,0117 45,575 46.5757| 45,100 | 44.797 | 45.166 | 48.371
18 Japan. e 15,3341 15,7197 16,248} 16230 | 17,082 | 18369 | 19,954
19 Africa ... . 88 88 -11 15 15 10 12
20 Alother .. ... L. 7 108 250 22 271 266 183
21 Nonmonetary international and regional organizations ........ 6,525 6,953 7,971 5.905 7.748 7.652 10,094
22 international .. 5,860 6.241 7,340 s.191 6,843 6,655 9,016
23 Latin Americanregional . ... ... ... ..ol 6 6 6 6 6 6 6
Transactions (net purchases. or sales () during period)
24 Totall. ... 14,9721 3,693 21.423f -1M4 1,599 6,596 | -3,799 2,931 2,197 7,544
25 Foreign countries? ... ... .. ... i 16,0721  3,162'{ 16,443 972 1472 5,576 | -1.736 1.092 2293 5.102
26 Official institutions . 14,550 779 453 —89%¢ 177 1,366 | - 1.968 ~-823 -602 1.895
27 Otherforeign? .. ... ... ... ... ... .. 1518 2.3827) 15,9901 1,868 994 4210 232 1,915 2,895 3,207
28 Nonmonetary international and regional organizations ........ -1.097 535 4981) —1,086 428 1,020 | -2.063 1.839 -96 2.441
Memo: Oil-exporting countries
29 Middle East’ 7.575] -5419 | -6.277 67 -312 -411 - 144 -983 | ~1,284 -200
30 Africa®. ... - 552 -1 =101 0 0 - 100 0 0 1] 0

1. Estimated official and private holdings of marketable U.S. Treasury securi-
ties with an original maturity of more than | vear. Data are based on a benchmark
survey of holdings as of Jan. 31. 1971, and monthiy transactions reports. Excludes
nonmarketable U.S. Treasury bonds and notes held by official institutions of

foreign countries.

2. Beginning December 1978, includes U.S. Treasury notes publicly issued to
private foreign residents denominated in foreign currencies.
3. Compnses Bahrain, lran, lraq, Kuwait. Oman. Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).
4. Comprises Algeria, Gabon, Libya. and Nigeria.



Interest and Exchange Rates A67

3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Percent per annum

Rate on Jan. 31, 19%3 Rate on Jan. 31, 1985 Rate on Jan. 31, 1985
Country Country Country
Per- Month Per- Month Per- Month
cent effective cent effective cent etfective
4.5 June 1984 France! ................. 10.75 Nov. 1984 Norway ... 8.0 June 1979
11.0 Feb. 1984 Germany, Fed. Rep. of ... 43 June 1984 Switzerland . . . .. 1.0 Mar. 1983
49.0 Mar. 1981 faly ............. ... 16.5 Sept. 1984 United Kingdom JN [P
10.09 Dec. 1984 Japan ... ... .. 3.0 Oct. 1983 Venezuela . .............. 11.0 May 1983
1.0 Oct. 1983 Netherlands 5.0 Sept. 1983
1. As of the end of February 1981, the rate is that at which the Bank of France or makes advances against eligible commercial paper and/or government commer-
discounts Treasury bills for 7 to 10 days. cial banks or brokers. For countries with more than one rate applicable to such
2. Mini lending rate suspended as of Aug. 20, 1981, discounts or advances. the rate shown is the one at which it is understood the
Note. Rates shown are mainly those at which the central bank either discounts central bank transacts the largest proportion of its credit operations.
3.27 FOREIGN SHORT-TERM INTEREST RATES
Percent per annum, averages of daily figures
1984 1985
Country, or type 1982 1983 1984
July Aug. Sept. Oct. Nov Dec Jaa.
1 EurodoMars.......................... 12.24 9.57 10.75 12.02 11.81 11.67 10.77 9.50 8.90 8.37
2 United Kingdom . . .. 12.21 10.06 9.91 11.38 11.09 10.79 10.60 9.87 9.74 11.63
3 Canada .......... .. 14.38 9.48 11.29 13.03 12.44 12.20 11.99 11.09 10.41 9.70
4 Germany . ... .. 8.81 573 5.96 6.09 6.00 3.8t 6.06 5.92 3.8t 5.84
S Switzertand. . ... L 5.04 4.11 4.35 472 +.81 5.04 5.3 5.03 4.96 5.13
6 Netherlands ......................... 3.26 5.58 6.08 6.39 6.26 6.23 6.16 5.87 5.77 5.87
7 France...... . 14.61 12.44 11.66 11.70 11.37 11.00 10.75 10.54 10.66 10.43
8 Italy.... . 19.99 18.95 17.08 16.73 16.50 17.28 17.13 17.13 16.86 15.82
9 Belgium. . 14.10 10.51 11.41 11.90 11.73 116 11.00 10.81 10.75 10.75
Wlapan...........................L 6.84 6.49 6.32 6.31 6.35 6.33 6.31 6.32 6.33 6.27

NOTE. Rates are for 3-month interbank loans except for Canada, finance company paper: Belgium, 3-month Treasury bills; and Japan, Gensaki rate.



A68

323

Currency units per dollar

FOREBIGN UXCHANGE RATES

International Statistics [J April 1985

LR R

N-3-4

10

12
13
14
15

16
17
18
19
20
21
22
23
24

25
26
27
pil
29
30

32
33
34
35

Country/currency

Australia/doblart. ... ..o
Austria/schilling. . .
Belgivm/franc. . . ..
Brazil/cruzeiro . . ..
Canada/dollar ... ....... . ... ... ...
China, PR./yuan. ........... ... .......
Denmark/krone ... oo

Finland/markka .............. ... ... . ..
Yrance/franc............ .. ...
Germany/deutsche mark ..
Greece/drachma. ..
Hong Kong/dollar ........... ..

India/rupee . .......... ... ...

Ireland/pound! . ....... ... ... ..
Israel/shekel ... ....... ... ... .. ... ...

Ttaly/lira. ...
Japan/yen ... oL .
Malaysia/ringgit .. .............
Mexicolpeso..................
Netherlands/guilder, . ........ ..

New Zealand/dotlar! oo
Norway/krone ..................... ..
Philippines/peso. ... .......... ... ... ..
Portugallescudo .. ................ ... ..

Singapore/dollar. ... ..o o
South Africa/rand! ..
South Korea/won . ..
Spain/peseta ... .. ...
Sri Lanka/rupee .
Sweden/krona. .........
Switzerland/franc
Taiwan/dollar .. ........

Thailand/baht . ... ... ...
United Kingdom/pound! .. ..
Venezuelatbolivar .. ... 0 L

MEMO
United States/dollart. ................. ..

1984 1985
1982 1983 1984 —_
Aug. Sept. Oct. Nov. Dec. Jan.
101.65 9,14 87.937 84.73 83.08 83.64 §5.88 84,00 81.51
17.060 17.968 20.008 20.268 21.293 21.557 21.075 21.802 22.267
45.780 51.121 §7.749 58.282 61.132 62.048 60,475 62.380 63,455
179.22 573.27 1841.50 1994.30 2226.79 2453.64 2734.16 3008.55 3346.67
1.2344 1.2325 1.2953 1.3035 1.3145 1.3189 1.3168 1.3201 1.3240
1.8978 1.9809 2.3308 2.3718 2.5469 2.6488 2.6785 2.7953 28160
8.3443 9.1483 10.354 10.5174 10.9753 11.090 10.424 1,126 11,330
4.8086 5.5636 6.0007 6.0626 6.2783 6,3726 6.2653 6.4563 6.6368
6.5793 7.6203 8.7355 8.8567 9.3041 9.4108 9.1981 9.5083 9.7036
2.428 2.5539 2.8454 2.8856 3.0314 3.0678 2.9985 3.1044 3.1706
66.872 87.895 112,73 115.11 120.40 126.06 123.63 127.26 129.38
6.0697 7.2569 7.8188 7.8388 7.8430 7.8242 7.823S 7.8287 7.8110
9.4846 10.1040 11.348 11.556 11.858 12.027 12.078 12.293 12.612
142.05 124 81 108.64 106.84 102.28 100.85 103.41 100.37 98.23
24.407 55.865 n.a. n.a. n.a. n.a. n.a. n.a. n.i.
1354.00 1519.30 1756.10 1780.47 1870.79 1898.98 1863.05 1912.52 1948.76
249.06 237.55 237.45 242.26 245.46 246.75 243.63 247.96 254.18
2.3395 3204 2.3448 2.3331 2.3528 2.4076 2.4300 2.4164 2.4804
72.9%0 155.01 192.31 196.98 197.71 203.33 210.79 219.56 227.56
2.6719 2.8543 3.2083 3,2539 1.4188 3.4597 3.3817 3.5035 3.5819
75.101 66.790 §7.837 49912 48.953 48.614 49.278 48.260 47.040
6.4567 7.3012 8.1596 8.2991 8.6246 8.8721 8.7175 4.9805 9.1765
8.5324 11.0940 .a. n.a. n.a. n.a. n.a. n.a. I.a.
80.101 111.610 147.70 151.02 158.45 163.36 163.10 167.31 172.56
2.1406 2.1136 2.1325 2.1472 2.1635 2.1667 2.1554 2.1732 2.201
92.297 89.85 69.534 63.76 60.08 56.54 55.47 52.66 46.34
731.93 776.04 807.91 811.42 815.82 820.03 B18.89 825.73 832.16
110.09 143.500 160.78 164.41 170.19 172,15 168.10 171.98 175.13
20.756 23.510 25.428 25.285 25.605 25.906 26.075 26.213 26.392
6.2838 7.6717 8.2706 8.3489 §.5892 8.6887 8.5957 8.8614 9.0716
2.0327 2.1006 2.3500 2.4150 2.5049 2.5245 2.4700 2.5602 2.659)
n.a. n.a. 39.633 39.092 39,159 39.22 39.419 39.509 39.209
23.014 22.991 23.582 23.018 23.013 23.020 26.736 27.091 27.330
174.80 151.59 133.66 131.32 125.63 121.96 123.92 118.61 112.71
4.2981 10.6840 n.a. 12.725 n.a. n.a. n.a. n.a. n.a.
116.57 125.34 138.1Y 140.21 145.70 147.56 144.92 149.24 152 .83

. Value in U.S. cents.

2. Index of weighted-average exchange value of U.S. dollar against currencies
of other G-10 countries plus Switzerland, March 1973 - 100. Weights are 1972-76
global trade of each of the 10 countries. Series revised as of August 1978, For
description and back data, sec “'Index of the Weighted-Average Exchange Yalue
of the U.S. Dollar: Revision' on p. 700 of the August 1978 BULLETIN.

NoTe. Averages of certified noon buying rates in New York tor cable transfers.
~ Data in this table also appear in the Board's G.5 (405) release. For address, see
inside front cover.
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Symbols and Abbreviations

Corrected

Estimated

Preliminary

Revised (Notation appears on column heading when
about half of the figures in that column are changed.)

* Amounts insignificant in terms of the last decimal place

shown in the table (for example, less than 500,000

when the smallest unit given is millions)

ki o I ¢ I 9

General Information

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

“U.S. government sccurities’” may include guaranteed
issues of U.S. government agencies (the low of funds figures
also include not fully guaranteed issues) as well as direct

STATISTICAL RELEASES

0 Calculated to be zero

n.a. Not available

n.e.c. Not clsewhere classified

IPCs Individuals, partnerships, and corporations
REITs Real estate investment trusts

RPs Repurchase agreements

SMSAs Standard metropolitan statistical areas

Cell not applicable

obligations of the Treasury. *State and local government”
also includes municipalities, special districts, and other politi-
cal subdivisions.

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

List Published Semiannually, with Latest Bulletin Reference

Anticipated schedule of releasc dates for periodic releases.......

SPECIAL TABLLS

Issue Page
December 1984 A77

Published Irregularly, with Latest Bulletin Reference

Assects and labilities ol commercial banks, March 31, 1983......
Assets and labilities of commercial banks, June 30, 1983 ........
Assets and liabilities of commercial banks, September 30, 1983
Assets and labilities of commercial banks, December 31, 1983 ... i,
Assets and liabilitics of U.S. branches and agencies of foreign banks, December 31, 1983 ...
Assets and liabilitics of U.S. branches and agencies of toreign banks, March 31, 1984 ........

August 1983 A70
December 1983 A68
March 1984  A68
June 1984  A66

June 1984 AT2
November 1984 Ad
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430 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, June 30, 1984!

Millions of dollars

All states? New York i Other states?
Item f()l":]lld Mllinois, —
Total Branches? | Agencies | Brauches! | Agencies tota’ branches Branches | Agencies
| Total assets® .. ... 251,835 196,633 55,202 175,019 5,803 45,717 11,777 6,613 6,906
2 Cash and due from depository institutions .. ......... 54,479 49,704 4,775 46,601 331 4,613 2,057 492 3184
3 Currency and coin (U.S, and foreign) . 22 19 2 14 1 2 2 2 T
4 Balances with Federal Reserve Banks. . 990 924 66 829 14 45 24 54 25
S Balances with other central banks ............ 46 46 0 34 0 0 8 0 0
6 Demand balances with commercial banks in United’
SHALES . oo 1,409 1,237 171 1,117 53 95 80 21 42
7 All other balances with depository institutions in
United States and with banks in toreign
T R 51,732 47,209 4,522 44,343 259 4,465 1,939 414 32
] Time and savings balances with commercial :
banks in United States .................... 25,249 22,556 2,693 20,886 213 2,585 1,128 250 187
9 Balances with other depository institutions in :
United SEUES « ..o oorrseineeiniiinen, 541 528 14 516 0 13 0 i |
10 Balances with banks in foreign countries . 25,941 24,125 1,816 22,940 46 |,8(v7 811 152 125
11 Foreign branches of U.S. banks . .. .. 2,056 2,020 36 95 10 36 57 0 0
12 Other banks in foreign countries. . . . 23,885 22,105 1, 78() 20,987 36 I ﬂ"&l 753 152 125
I3 Cash items in process of collection ............... 281 268 260 4 s 2 3
14 Total securities, louns, and Jease financing receivables . . .. 143,843 109,205 34,638 94,521 4,364 27,560 9,046 3,303 5,049
15 Total securities, book value........... ... .. 0 9,79 8,888 902 8,412 103 801 319 33 122
16 U.S. Treasury. ..o 4,962 4,744 218 4,522 87 54 174 25 100
17 Obligations of other U.S. g i
COMPOYations ......oovevoin e, . 538 518 20 512 1 16 1 2 6
18 Obligations of states and political subdivis
United States ..., 66 56 10 41 0 I 14 ] 9
19 Other bonds, notes, debentures, and corporate stock . . 4,224 3,570 654 3,337 15 731 129 5 7
20 Federal funds sold and securities purchased under
agreements to resell ..o oo o 6,923 5,965 958 S22 521 374 158 73 74
By holder
21 Commercial banks in United States. .. ............ 6,120 5,463 656 5,220 234 159 158 73 74
27 OUETS oot 804 502 302 502 287 15 0 0 0
By type
23 One-day maturity or continuing contract .......... 6,364 5,406 958 5,163 521 374 158 73 74
24 Securities purchased under agreements to resell . .. 269 222 47 222 40 0 0 0 7
25 OIREL © o\ et e 6,095 5,183 912 4,940 482 174 158 73 67
26  Other securities purchased under agreements to 1
resell. oo e 559 559 0 559 “ 0 0 i} 0 0
f
27 Total 10aNS, BFOSS -+ v oottt 134.423 | 100,638 | 33,785 BodlRi  d20d|  26.404 8,733 3,275 4929
28 Less: Unearned income on loans e 369 320 49 308 : 4 6 T "
29 EQUALS: L.OANS, NET ..o uoit it 134,083 1K),317 33,736 H(x‘ll()} 4,261 26, 75‘) 8,727 3,270 4,927
Total lpans, gross, by category '
30 Real estate loans ... i 4,883 2,147 2,736 1,377 16 1,996 225 252 1,017
31 lLoans to financial institutions . .. 52,156 40,245 11,911 35,654 ‘ 887 10,784 3,606 497 127
32 Commercial banks in United States. 28,605 21,670 6,935 19,170 234 6,946 1.830 316 109
33 U.S. branches and agencies of other foreign banks . 24,302 17,717 6,585 15,708 | 199 6,660 1,361 304 69
34 Other commercial banks. ...................... 4,303 3,953 350 3,462 | 35 286 468 12 40
35 Banks in foreign countries ... ... .. 21,181 16,401 4,779 14,747 596 3,714 1,349 180 594
36 Foreign branches of U.S. banks .. .. 870 688 182 639 0 210 16 5 0
7 Other ..o .. 20,311 15,713 4,597 14,108 596 3,504 1,333 175 594
38 Other financial institutions. .. .................... 2,370 2,173 197 1,737 57 125 428 1 23
39 Loans for purchasing or carrying securities . ......... 1,080 1,079 | 1,001 | 77 0 1 0
40 Commercial and industrial Joans. . ... .. 58,753 43,683 15,070 35,790 1,861 12,010 4,332 2,316 2,443
41 U.S. addressees (domicile) .. ... . . 15,859 25,874 9,985 19,452 259 8,478 726 1,624 1,920
42 Non-U.S. addressees (domicile) .. ... oo 22,894 17,809 5,085 16,339 1,602 3,133 66 '691 524
43 1.0ans to individuals for household, family, and other
personal expenditures . ... 252 226 26 179§ 2 27 8 29 8
44 AN OINET JOANS . 2o eevrs s e e e 17,298 13,258 4,08 12,417 1,498 1,909 562 180 733
45 Loans to foreign governments and oflicial
institutions. . .............. A 16,444 12,547 3,897 11,784 1,477 1,799 532 146 706
A6 OET ..o 854 711 143 633 20 110 29 34 27
47 l.ease financing reccivables, ... oo oo 0 0 0 ] 0 0 0 [f] i}
48 Al Other @ssets . ..vv v i oo . 46,590 31,759 14,831 28,174 587 13,169 516 2,745 1,399
49 Customers’ liability on acceptances uulstdndm;, 15,909 12,238 3,671 11,783 ‘ 131 3,468 197 228 103
50 U.S. addressees (domicile) ... .. e 9,997 6,981 2,926 6,763 31 2.8%) 174 29 20
51 Non-U.S. addressees (donmi e). .. 6,002 5,257 745 5,020 100 578 23 199 83
52 Net due trom related banking institutions® . . . . 24,365 14,611 9,755 12,0I7 262 8,598 26 2,388 1,075
530 OREE - vt 6,315 4910 1,405 4.374 194 1,104 293 129 221

A
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U.S. Brunches and Agencies A7l
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99
100
101
102

103
104
105
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107

All states® New York Cali Other stites?
Item - ——— fu;‘:‘;“ llinois, _—
. . YN branches
Total Branches® | Agencies | Branches? | Agencies totat Branches | Agencies
Total labilitiesS .. ... .. 251,875 196,633 55,202 175,019 5,803 45,717 11,777 6,613 6,906
‘Total deposits and credit balances. ... 132,292 114,725 17,567 105,079 2,034 14,909 3,838 3,898 2,534
Individuals, partnerships, and corporations 40,698 37,863 2,835 32,574 87 1,568 1,013 3,358 2,098
u.s. mldxu\us (domicile) . 21,530 21,464 66 17,122 18 386 735 3,253 17
Non-L1.8. addressees (dmmuk) .......... 19,168 16,399 2,769 15,453 6y 1,182 278 105 2,081
(1.8, guvumm,nl states, and political \lll)lel\]()l]S
in United States. e 115 1S 0 25 0 4 3 83 0
All other 91,499 76,747 14,751 72,480 1,948 13,356 2,822 457 437
Foregn gove icial insti 5,845 5,528 318 5,273 140 221 20 61 130
Commercial banks in United States ... ... 16,533 28,298 8,235 26,367 939 7.679 1,242 149 156
U.S. branches and agencies of other foreign
banks .. .o 26,370 20,048 6,322 18,622 423 6.307 903 78 38
Other commercial banks in United States ... 10,163 8,250 1,913 7145 516 1372 339 72 119
Banks in foreign countries. .. .. ... 48,667 42,531 6,136 40,482 839 5424 1,546 240 135
Iroreign branches of U.S. banks 6,803 5,373 1,430 4,962 202 1,303 215 107 15
Other banks in foreign cnuntric.\ .. 41,865 37,159 4,706 35,520 637 4.121 1,332 134 121
Certified and officers’ checks, travele N
and tetters of credit sold forcash ... .. 453 390 63 358 30 31 14 6 15
Demand deposits. .. ... 3,392 3,175 217 2,852 30 85 135 142 148
Individuals, partnerships, and corporations. ... .. 1,757 1,650 107 1,436 1 48 114 69 H)
U.S. addressees (domicile) .. ..ooooer... .. 1,070 1,070 1} 475 0 21 109 64 0
Non-U.S. addressees (domicile) 687 570 107 560 1 26 5 5 K
U.S. governnient, states, and political subdivisions
in United States. ... 0 oo o 9 9 1] 5 0 0 0 4 i)
All other 1,626 1,516 110 1,411 30 37 21 69 S8
Foreign governments and oflicial institutions ... 437 434 3 370 0 1 2 61 2
Commercial banks in United States ............ 160 139 21 136 0 1 0 1 21
U.S. branches and agencies of other foreign
banks. ..o 16 16 1] 15 0 1 ] 0 0
Other commercial banks in United States ... .. 144 123 21 121 0 [§] Y] I 21
Banks in foreign countries, ... ... e 576 553 22 547 0 3 § | 20
Certified and ofticers’ checks, travelers checks,
and letters of credit sold tor cash ..., .. 453 390 63 358 30 31 14 6 15
Time deposits. . ... o 127,814 110,688 17,126 101,553 1,906 14,723 3,627 3,688 2,317
Individuals, purlnushlps and corporations. . ... ... 38,001 35,441 2,560 30,553 38 1.422 823 3,222 1,943
U.S. addressees (domicile) ... 0o oo oL 19,875 19 875 0 15,888 0 307 554 3,126 0
Non-U.S. addressees (domicile). ... ..o ... 18,127 15,566 2,560 14,666 38 1,115 269 96 1,943
(J.8. govermnent, states, and political subdivisions
in United States. 105 105 ] 21 0 4 3 79 0
All other 89,727 75,142 14,585 70,979 1,868 13,317 2,801 388 374
Foreign governments and official institutions .. .. 5,369 5,077 292 4,885 119 218 18 [ 128
Commercial banks in United States ... 36,356 28,156 ¥,201 26,226 927 7.677 1,242 148 135
U.S. branches and agencies of other toreign
banks . ..o 26,354 20,032 6,322 18,606 423 6,306 903 78 3%
Other commercial banks in United States ... .. 10,003 8,124 1,879 7,621 504 1,371 13y 70 97
Banks in foreign conntries. ..o 48,002 41,910 6,092 19,867 822 5,421 1,541 240 I
Savings deposils oo 737 604 o7 483 0 66 75 66 46
Individuals, partnerships, and corporations 136 669 67 483 0 66 75 66 46
118, addressees (domicile) ., .00 L 445 445 0 285 0 26 72 62 0
Non-U.S. addressees (domicile). .. .o ooo o 292 224 67 198 0 40 4 4 46
U.S. government, states, and political subdivisions
in United States. . 0 0 0 0 0 1] 0 0 0
Allother ... o oo ] 0 0 0 \ (] 0 [{] 0
Credit balances ... .o oo i 350 193 157 191 9 35 0 { 24
Individuals, partnerships, and corporations 204 103 100 102 49 33 0 1 20
U.S. addressees (domicile) ........... 140 75 66 73 18 2 [ 1 17
Non-U.S. addressees (domicile) . ... ... 63 29 34 29 31 1 0 0 3
.S, government, states, and political \ul)dlvmuns
in United States. ..o oo oo 0 Y] 0 1] U 0 0 0 0
Al other 146 89 57 89 50 2 0 0 4
Foreign governments and oflicial institutions .. .. 40 17 22 17 21 1 V] 0 4}
Commercial banks in United States .......... .. 17 4 13 4 12 | 0 0 [
U.S. branches and agencies of other foreign
banks . | 1 0 I 0 0 0 0 0
Other comme § o 16 3 13 3 12 1 0 0 0
Banks in foreign countries. ..., .o K 68 22 68 17 0 1] 0 4

108

For notes see end of table.
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4.30 Continued

All states? New York i Other states?
Item tm(xlula blllin(.)ia,‘ ———
- X . ranches
Total Branches? | Agencies | Branches® | Agencies totalt Hranches | Agencies
109 Federal funds purchased and sccurities sold under
agreements to repurchase ... . oo 20,060 14,258 5,802 13,295 518 5,260 452 330 205
By holder
110 Commercial banks in United States .............. 16,365 10,956 5,409 10,052 258 5,144 403 330 177
I Others ... 3,694 3,301 393 3,243 260 116 48 0 28
By type
112 One-day maturity or continuing contract ........ .. 19,318 13,593 5,724 12,669 446 5,258 413 330 205
113 Securities sold under agreements to repurchase .. 2,202 2,172 30 2,170 12 10 | 0 10
il4 Other . ..o e 17,116 11,421 5,694 10,500 434 5,245 432 330 195
115 Other securities sold under agreements to
repurchase ... oo 742 664 78 626 72 6 39 [} 0
116 Other liabilities tor borrowed money ............... 45,530 27,294 18,236 25,464 1,949 16,202 923 558 435
117 wed 1o banks. . ... L 41,455 23,780 17,675 22,001 1,883 15,667 914 558 435
118 U.S. addressees (domicile) ... .. 39,942 22,399 17,543 20,691 1,856 15,618 893 521 362
119 Non-U.S. addressees (domicile). 1,513 1,381 132 1,309 27 50 21 4 73
120 Owedtoothers ............... 4,075 3,514 561 3,463 66 534 8 3 I
121 U.S. addressees (domicile) ........ .. 3.685 3,230 455 3,206 6 462 ] 3 0
122 Non-U.S. addressees (domicile). ... ... 390 284 106 258 60 73 0 0 0
123 All othey Habilities ... ... . . o 53,953 40,357 13,597 31,180 1,302 9,346 6,565 1,828 3,732
124 Acceptances executed and outstanding . . 17,742 13,791 3,952 13,305 155 3,748 214 242 79
125 Net due to related banking institutions® . .. e 32,298 23,304 ¥,994 14,915 1,029 5,094 6,232 1,474 3,555
126 Other. ... 3,912 3,262 650 2,961 118 504 19 13 98
MEemo
127 Time deposits of $I0GKK0 ormore ... ... 93,536 78,687 14,849 69,787 243 14,383 3,564 3,551 2,010
128 Certificates of deposit (CDs) in denominations of
$100,000 or more 32,301 30,389 1,913 25,160 10 1,328 1,270 3,202 1,331
129 Other.,........... 61,235 48,299 12,936 44,626 232 13,055 2,294 349 679
130 Savings deposits authorized tor automatic transfer and
OW 2CCOUNts . ..ovviiie i 61 33 28 13 0 12 7 8 20
131 Money market time certificates of $10,000 and less
than $100,000 with original maturities of 26 weeks 0 0 0 0 0 0 0 0 0
132 Time certificates of deposit in denominations of
$100,000 or more with remaining maturity of
more than 12 months ......... ... ... .. ...... 8,610 8,563 47 7,238 0 206 340 815 11
133 Acceptances refinanced with a 1.5, Lhdrlclcd bank . 4,404 3,092 1,312 2,711 59 1,308 34 290 1
134 Statutory or regulatory asset pledg 60,591 60,034 557 51,403 444 123 8,531 23 67
135 Statutory or regulatory asset maintenance requirement 9,361 8,939 422 5,885 0 500 405 2,152 418
136 Commercial letters of credit .......... ... .......... 7,858 5,232 2,627 4,609 i41 2,333 307 223 246
137 Standby letters of credit, total . 17,884 15,379 2,505 13,060 97 1,905 1,266 650 97
138 U.S. addressees (domicile) .. . 14,729 12,541 2,188 10,542 4 1,689 1,094 598 B80S
139 Non-U.S. addressees (domicile) 3,155 2,837 318 2,518 93 216 173 54 J[$3]
140 Standby letters of credit conveyed to others through
participations (included in total standby letters of
credit) .o 3,098 2.964 134 2,647 0 101 166 86 97
141 Holdings of commercial paper included in total gross
TOARS © oo 674 395 279 332 10 260 9 Q 12
142 Holdings of acceptances included in total commercial
and industrial loans. ... ... .. o o 5,743 4,348 1,395 4,170 70 1,375 RS 40 4
143 Immediately available tunds with a mi y greater
than one day (included in other liabilities for bor-
rowed MONEY) ... o 30,291 16,768 13,523 15,307 1,564 12,086 786 413 136
144 Gross due from related banking institutions®. ... ... .. 94,768 75,547 19,22t 68,801 1,233 16,500 2,559 3,501 2,173
145 U.S. addressees (dumlulc) ................ 26,456 17,624 4,832 14,089 42 §,291 147 2,969 918
146 Branches and agencies in the United States . 25,898 17,263 8,635 13,741 42 8,092 140 2.969 915
147 In the same state as reporter ............ 2,153 1,075 1,078 1,001 2 1,033 0 4 113
148 In other states .............. 23,745 16,189 7,557 12,739 40 7,060 140 2,965 802
149 U.S. banking subsidiaries’. . ... 557 361 197 349 [i] 198 8 0 3
150 Non-U.S. addressees (domictle). ............. 68,312 57,922 10,389 54,712 1,191 8.209 2,412 532 1,255
151 Heud oflice and non-U.S. branches and agencies . 65,675 55,548 10,127 52,376 1,177 8,196 2373 532 1,121
152 Non-U.S. banking companies and offices. ....... 2,637 2,375 262 2,336 15 113 39 0 135
153 Gross due to related banking institutions® ... ........ 102,762 84,240 18,522 71,699 2,000 13,058 8,765 2,586 4,653
154  U.S. addressees (domlulc) ................ 26,350 18,554 7,796 11,342 215 4,518 4,540 2,040 3,694
155 Branches and agencies in the United States . 25,990 18,251 7,739 11,138 215 4,487 4,455 2,030 3,665
156 In the same state as reporter .. ..... ... 2,317 1,260 1,056 1,181 by 1,033 [} 4 77
157 In other states ..., ..., 23,674 16,991 6,683 9,957 193 3,453 4,455 2,026 3,588
158 U.S. banking subsidiaries?. .. o 360 303 57 204 0 31 85 10 30
159 Non-U.S. addressees (domicile), ... 76,353 65,686 10,666 1,357 1,785 8,480 4,225 546 939
160 Head office and non-U.S. branches and agencies . 74,126 63,619 10,507 58,342 1,734 8,374 4.210 546 920
161 Non-U.S. banking conipanies and offices. . ... .. 2,227 2,067 160 2,015 51 107 15 0 3
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U.S. Branches and Agencies A73

All states? New York . Other states?
Item - - —_— fnr‘rlnld llinojs, - ———— ——
= X . 4 branches
Total Branches? | Agencies | Branches? | Agencies total Branches | Agencies
Average for 30 calendar days {or calendar month)
ending with report date
162 Total assets .. ... .o i 252,176 196,933 55,243 175,699 6,133 45,620 11,458 6,468 6,799
163 Cash and due from depository institutions. ..., 51,275 46,451 4,824 43,538 32 4.688 1,952 419 387
164 Federal tunds sold and securities purchased under
agrecments o resell Lo oo ool 7,468 6,518 951 6,284 576 319 155 62 72
165 Totad loans ... .o i o 133,826 100,151 33,675 86,102 4,264 26,658 8,531 1,346 4,925
166 l.oans to banks in 20,451 15,554 4,897 14,040 602 4,037 1,076 130 S66
167 Total deposits and credn baldnncs ............ 127,393 109,877 17,516 100,368 1,935 15,039 3,844 3,745 2.462
168 Time CDs in denominations of $100,000 or more. . .., 1,112 29,281 1,831 24,005 16 1,334 1,267 3,260 1,230
169 Federal funds purchased and sccurities sold under
agreements to repurchase ... ..o oo oL 19,486 14,431 5,055 13,402 534 4,515 556 307 172
170 Other liabilities for borrowed nmmy ............... 45,382 27,008 18,374 25,317 1,983 16,226 821 539 496
171 Number of reports filed® ... ... 452 279 173 178 30 116 44 32 52
B Bl

t. Data are aggregates of categories reported on the quarterly form FFIEC 002,
“Report of Assets and Liabilities of U.S. Branches and Agencies of Foreign
Banks.” This form was first used for reporting data as of June 30, 1980. From
November 1972 through May 1980, U.S. branches and agencies of foreign banks
had filed a monthly FR 886a report. Aggregate data from that report were
available through the Federal Reserve statistical release G.11, last issued on
July 10, 1980, Data in this table and in the G.11 tables are not strictly comparable
because of differences in reporting panels and in definitions of balance sheet
items.

2. Includes the District of Columbia.

3. Includes all offices that have the power to accept deposits from U.S.
residents, including any such offices that are consideved agencies under state law.

4, Agencies account tor virtually all of the assets and liabilities reported in

California.

5. Total assets and total liabilities include net balances, it any, due from or due
to related banking institutions in the United States and in foreign countries (see

footnote 6). On the former ionthly branch and agency report, available through
the Gi.11 statistical release, gross balances were inchided in total assets and total
liabilities. Therefore, total asset and total liability figures in this table are not
comparable to those in the G.11 lnhlu

6. "Related banking institutions' includes the foreign head office and other
U.S. and fureign branches and agencies of the bank, the bunk's parent holding
company, and majority-owned banking subsidiaries of the bank and of its parent
holding company (including subsidiaries owned both directly and indirectly),
Gross amounts due from and due to related banking instittuions are shown as
memo items.,

7. "U.S. banking subsidiarics’ refers to ULS, banking subsidiaries majority-
owned by the foreign bank and by related foreign banks and includes U S, offices
of U.S.-chartered commercial banks, of Edge Act and Agreement corporations,
and of New Yark State (Article X1} investment companies.

B. In some cases two or more oflices of a foreign bank within the same
metropolitan area file a consolidated report.
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4.30 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, Sept. 30, 19841
Miltions of dollars
All states? New York Cali Other states?
HUR N .
Item — L Hlinois, —
) . turn{h‘:, branches
Total Branches? | Agencies | Branches? | Agencies total Branches | Agencies
b
1 Total mssetss .. ......... ... .. ... ..., 259,616 204,671 54,945 183,178 5,847 45,006 12,285 5,919 7,382
2 Cash and due trom depository institutions . ........ .. 58,079 52,957 5,121 49,965 IR0 941 1,901 521 370
3 Currency and coin (U.S. and foreign) . 27 24 3 18 t 2 2 | 1
4 Balances with Federal Reserve Banks. 815 761 55 684 16 40 22 40 14
5 Balances with other central banks .. .. 23 22 1 21 1 i} 1 0 0
6  Demand balances with commercial banks in United
States. . ... e 1,292 1,104 188 1,028 [{0] 106 37 21 43
7 All other balances with depository institutions in
United States and with banks in foreign
COUNEFES « ottt ettt e ein s 55,649 50,797 4,852 47,9706 301 4,772 1,834 456 310
8 Time and savings balances with commercial
banks in United States .................... 28,870 25,959 2,911 24,251 231 2,819 1,077 289 202
9 Balances with other depository institutions in
United States .. ... 92 72 20 70 0 4 0 0 17
10 Balances with banks in foreign countries . .. . 26,687 24,766 1,921 23,654 70 1,949 757 167 91
1 Foreign branches of U.S. banks......... 1,656 1,601 56 1,544 26 21 56 0 8
12 Other banks in foreign countries. . 25,031 23,166 1,865 22,109 43 1,928 700 167 83
13 Cash items in process of collection .. ............. 273 25 22 241 2 21 5 3 1
14 Total securities, loans, and lease financing recelvables . . .. 142,423 108,498 33,925 93,877 4,383 26,389 8,976 3,351 5,447
15 Total securities, book value 10,761 9,665 1,096 9.112 81 996 387 26 159
16 US. Treasury...............oviinnn. 4,888 4,703 186 4,442 56 56 216 18 100
17 Obligations of other U.S. government agencies and
COTPOTALIONS . vt ei it eeee e 684 663 21 657 0 19 t 2 5
18 Obligations of states and political subdivisions in
United States ..................oovie.. 131 121 10 107 0 1 13 1 9
19 Other bonds, notes, debentures, and corpornate stock . . 5,058 4,178 880 3,907 25 921 156 S 45
20 Federal funds sold and securities purchased under
agreements toresell ... .. ... oL 9,103 7,673 1,430 7,079 TR 601 499 75 72
By holder
21 Commercial banks in United States 7,924 6,886 1,038 6,301 443 544 489 75 72
22 Others ..o e 1,179 787 391 777 33s 56 10 0 4]
By type
23 One-day maturity or continuing contract .......... 8,955 7,527 1,428 6,933 718 399 499 75 72
24 Securities purchased under agreements to resell . .. 213 177 36 175 22 2 0 0 14
25 Other ..o e e 8,742 7,350 1,392 6,75K 756 97 499 Al 58
26 Other securities purchased under agreements to
resell. ... 147 146 1 146 0 { 0 ¢l 0
27 ‘Total loans, Bross ..o e 132,039 99,156 32,883 85,073 4,308 25,448 8,597 3,328 5,291
28 LEss: Unearned income on loans ... ...... .. L. 377 323 55 309 3 52 8 3 3
29 EquaLs: Loans, net ... . 131,662 98,834 32,828 84,764 4,302 25,193 8,589 1,325 5,289
Total loans, gross, by category
30 Real estate loans ....................... ... 4,815 2,132 2,684 1,358 b 1,948 254 240 997
31 Loans to financial institutions . . .. NN 48,840 38,210 10,630 34220 752 ‘) 688 2,998 504 678
32 Commercial banks in United States. .. ............ 26,137 20,316 5.821 18,051 171 5918 1,664 245 R&
33 U.S. branches and agencies of other foreign banks . . 22,620 17,054 5,566 15,246 148 5,683 1,287 198 58
34 Other commercial banks. ...................... 3,517 3,262 258 2,806 23 238 377 46 30
35  Banks in foreign countries . ... .. 20,098 15,518 4,580 14,223 535 3,574 937 258 570
36 Foreign branches of U.S, bank: 788 569 219 525 0 239 17 6 0
37 Other ..o c L. 19,310 14,949 4,361 13,698 538 3,338 919 252 570
38  Other financial institutions. ...................... 2,605 2,376 229 1,945 47 196 397 | 19
39 Loans for purchasing or carrying securitics e 1,162 1,098 65 1,023 s [EN] [ 0 0
40 Commercial and industrial foans. ................... 60,446 45,293 15,153 36,940 1,778 11,736 4,752 2,393 2,847
41 U.S. addressees (domicile) ....... ... ... ..., 37,336 27,102 10,235 20,186 220 8'741 4,188 1,694 2,307
42 Non-U.S. addressees (domicile) . ................. 23,110 18,191 4.9]8 16,755 [,558 2,994 564 699 540
43 Loans to individuals for household, family, and other
personal expenditures. ... ... L 273 241 33 194 4 28 8 28 1§
44 All other loans 16,503 12,184 4,319 11,343 1,745 1,911 585 162 758
45 Loans to foreign governments and official
INSHULIONS. .. .o 15,709 11,526 4,182 10,771 1,727 1,817 558 118 721
46 Other ... ... e 795 658 137 571 18 94 30 44 37
47 l.ease financing receivables .......... ... ... ... ... 0 0 0 0 0 [} 0 0 0
48 All otherassets ............. ... ... ..., 50,012 35,543 14,469 32,257 307 13,075 909 1,972 1,492
49 Customers’ liability on acceptances outstanding . . 18,919 14,223 4,697 13,758 47 4,601 215 216 82
S0 U.S. addressees (domicile) .................... 11,951 7,795 4,157 7,547 8 4,164 179 37 12
51 Non-U.S. addressees (domicile) . . . . 6,968 6,428 540 6,211 19 433 16 178 70
52 Net due from related banking institutions® . L 23,523 15,220 8,303 12,997 o9 7,322 373 1,611 1,152
530 Other ... 7,569 6,100 1,469 5,503 190 1,152 321 145 258
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54
55

98
99
100
101
102

103
104
10§
106

107
108

Total Branches?

All states?

Agencies

New

Branches?

Itemn
Total liabilitiesS ... ...... .. ... .. .. ... .......
Total deposits und credit balances, ........... ... ...

Individuals, partnerships, and corporations.

U.S. addressees (domicile) ... ...
Non-U.S. addressees (domicile), ... ... ..
U.S. government, states, and political subdi
in United States. ., ... .

All other
Foreign governments and official institutions .. ..
Commercial banks in United States ............

U.S. branches and agencies of other foreign
Banks ..o
Other commercial banks in United States ... ..
Banks in foreign countries, ... .. ... ...
Foreign branches of U.S. bank
Other banks in foreign countries
Certified and officers’ checks, travelers checks,
and letters of credit sold forcash ... ...
Demand deposits. .. ...

Individuals, partnerships, and corporatic
.S, addressees (Ll()nlltllt) L
Non-U.8. addressees (domicile .

U.S. government, states, and political subdivisions

in United States. . ... ... o

All other ..
Foreign governments and ofticial institutions .. ..
Commercial banks in United States ............

U.S. branches and agencies of other foreign
banks. ... .
Other commercial banks in United States ... ..
Banks in foreign countries. . ... ... ..
Certified and officers’ checks, travelers checks,
and letters of credit sold for cash .. ...... ..
Time deposits. ... oo e

Individuals, partnerships, and corporations
u.s. ad(lrcssccs (domiciley ............
Non-U.S. addressees (domicile). .

U.S. government, states, and political subdivisions

in United States. ... ... ..

Allother ..o . .
Foreign governnients and offici institutions . .. .
Commercial banks in United States ............

U.S. branches and agencies of other foreign
banks. ..o oo
Other commercial banks in United States ... ..
Banks in foreign countries. .. ...
Savings deposits ... o e

Individuals, partnerships, and corporations. . . .....
V.8, addressees (domicile) . ..., ...
Non-U.8. addressees (domicile).

U.S. government, states, and political subdivisions

in United States. ... . ... o

Altother ... ... . .

Credit balances ... ..

Individuals, partnerships, and corporations. .. .....
U.S. addressees (domicile) ....................
Non-U.S. addressees (domicile). .

U.S. government, states, and political suhd\vss\uns

in United States. ... .. ...

All other
Foreign goveroments and ofticial institutions . .. .
Commercial banks in United States ............

U.S. branches and agencies ot other toreign

159,616

138,452
40,123
20,636
19,486

86
98,244
5,742
39,312

28,199
1,112
52,776

6,585
46,191

414

3,212
1,785
1,112

674

4
1,423
288
123

26
97
598

414

133,987
37,347
18,941
18,406

82
96,558
5,354
39,110

28,119
10,991
52,003

765
764
454
3l

0
0

489
25
130
96

0
263
100

78

54
24
85

204,671

120,771
37,150
20,557
16,593

86
83,534
5,446
31,152

41.299
365

3,005
1,660
1,112

S48

1,340
286
119

25
94
571

365

116,792
34,693
18,941
15,751

82
42,018
5,108
30,973

21,758
9,215
45,936

Y1
691
454
238

0
0

283
107
51
56

0
176
52
)

54
6
65

54,945

17,682
2,972
79
2,894
4]
14,709
297
8,159

6,361
1,798

17,195
2,655

2,655
0
14,540
245
8,137
6,361

1,776
6,157

183,178

111,732
32,438
16,735
15,760

27
79,210
5,246
28,895

20,141
8,754
44,796
4,944
39,852

334

2,718
1,444
917
527

4
1,268
253
115

25
A}
567

134

108,228
30,379
15,475
14,904

23
71,826
4,942
28,720

20,062
8,638
44,168

507
507
294
214

0
0

281
108§
50
56

0
176
52
60

54
6
65

York Other states?
Cali- o
f [llinois,
orniu, branche
. totalt ranches e hec fea
Agencies RBranches | Agencies
5,847 45,006 12,285 5,919 7,382
1,801 15,155 4,147 3,014 2,602
86 1,552 131K 2,499 2,234
10 402 1,072 2,399 18
76 1,150 245 100 2,218
0 4 20 36 0
1,715 13,6¢0 2,810 480 368
164 206 28 31 70
867 1,129 1,416 298 107
380 6,370 1,035 230 43
487 1,359 kL1 & 64
666 5,635 1,357 146 176
157 1,212 219 40 12
S08 4,423 1,138 106 164
9 30 i1 4 16
22 83 129 109 154
3 47 1K Y| 108
0 23 P 3] 0
3 24 3 10 108
0 ¥l | 0 [}
19 36 16 38 46
1] 2 2 il 1
0 | 1 2 3
0 0 0 0 0
0 ] 1 2 3
0 3 2 ¢ 26
19 30 B 4 16
1,651 14,947 3,947 2,835 2,378
6 1,384 1,134 7,157 2,057
0 301 895 2,271 0
36 1,083 240 86 2,057
0 4 19 36 0
1615 13,559 2,794 442 321
tie 203 23 4 69
851 7,726 1,415 296 103
80 6,370 1,035 230 43
47t 1,356 80 66 60
648 5,630 1,356 146 150
N o/ 71 T 49
0 67/ " 70 49
0 27 O/ 66 4
0 41 3 4 49
0 0 0 0 0
1] 0 0 4] (]
127 S8 0 | 214
47 53 0 { 20
10 51 0 | 18
17 2 0 0 2
4] Q 4] 0 )
81 5 Q 0 |
47 ] [4 0 1]
16 2 [{] 0 ]
¢ V] 4 0 8}
i6 2 1] 0 1
18 2 0 0 4]

For notes see end of table.
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109

112
113
114
115

116
117
8y
1y
120
121
122

123
124
125
126

127
128

129
130

13

3

by

133
134
135
136
137
138
139
140

141
142
143

144
145
146
147
148
149
150
151
152

153
154
158
156
157
158
159
160
161

All states?

Item
Total Branches?! | Agencies
Federal funds purchased and securities sold under
agreements to repurchase ... L 22,821 16,962 5,859
By holder
Commercial banks in United States .............. 18,964 13,604 5,360
Others . ... o 3,857 31,359 498
By 1ype
One-day maturity or contiming contract ..., .. 21,664 15,923 5,741
Securities sold under agreements to repur 2,093 2,062 31
Hher . . 19,571 13,861 5 7]()
Other securities sold under agreements to
repurchiase ... 1,158 1,040 118
Other liabilities for borrowed money ... . ...... 40,311 23,730 16,581
Owedtobanks. ... .. ... . .. 3K.453 22,083 16,370
U.S. addressees (domicile) . 37,118 20,908 16,210
Non-U.S. addressees (domicile). ............... 1,335 1,175 160
Owed to OhErs ... . 1,857 1.647 24t
U.S. addressees (domicile) e 1,671 1,551 120
Non-U.S. addressees (domicile). ............... 187 96 91
All other liabilities ... ... ... 58,032 43,209 14,823
Acceptances executed and outsta 20,934 15,951 4,983
Net due 1o related banking institutions® . ... ... .. 32,008 22,902 9,166
Other. ... 5,09 4,356 674
MEMo
Time deposits of $100,000 or more .......... ... ... 98,637 83,624 15,012
Certificates of deposit (CDs) in denominations of
$100,000 or more 11,544 29,607 1,938
Other........... i B 67,092 54,018 13,075
Suavings deposits authorized for gutomatic transfer and
NOW accounts ..o 59 33 26
Money market time certificates of $10,000 and less
than $100,000 with original maturities of 26 weeks 0 0 0
Time certificates of deposit in denominations of
$100,000 or more with renaining maturity of
more than 12 months ......................... 10,000 9,956 44
Acceptances refinanced with a U.S.-chartered bank .. 3,951 2,529 1,422
Statutory or regulatory asset pledge requirement . . .. 59,676 58,823 853
Statutory or regulatory asset maintenance requircient 9,322 8,920 403
Commercial letters of credit ... ... ... 7,469 5329 2.539
Standby letters of credit, total 20,546 17,616 2,930
U.S. addressees (domicile) . 17,264 14,661 2,603
Non-1.S. addressees (dmmu]c) .......... . 3,282 2,955 327
Standby Jetters of credit conveyed to others through
participations (included in total standby letters of
credit) .o 3,224 3,003 222
tHoldings of commercial paper included in total gross
loans 662 393 268
Holdings of septances included in total Commercial
and industrial loans. ... .. o o 4,354 3,129 1,228
lmmediately available funds with a inaturity greater
than one day (included in other Labilities for bor-
rowed MONCY) oot e e 29.612 17,413 12,200
Gross due from related banking institutions®. ... ... .. 102,563 84,053 18,510
U.S. addressees ((l()mlLllL) 26,183 18,253 7,930
Branches and agencies in the United Slalu . 25,584 17,835 7,748
In the same state as reporter ... .. 1,871 1,002 R69
1n other states ... .. 23,712 16,833 6,879
U.S. banking subsidiaries 599 418 181
Non-U.S. addressees (domicile). ... ..., 76,380 65,800 10,581
Head office and non-U.S. branches and (u,muu 74,196 63,925 10,272
Non-U.S. banking compaunies and offices. ... ... 2,184 1,875 309
Gross due to related banking institutions® . ... ... ... 111,108 91,735 19,373
U.S. addressces (donnulc) . 32,861 25,597 7,264
Branches and agencies in the United Sldlu . 32,484 25,332 7,451
In the same state as reporter ............ 2,001 1,108 894
In other states ... .. e 30,482 24,225 6,258
U.S. banking subsidiar 377 265 112
Non-U.S. addressees (domicile). ... ... ... 78,248 66,138 12,110
Head oftice and non-U.8. llthL\ and ap,enucs 75,856 63,900 11,956
Non-U,S. banking companies and oftices. ... .. .. 2,391 2,238 153

New York i Other states®
t )"[‘“" IHinois, —
. . ¢ f ]", branches

Branches Agencies tota Branches | Agencies
16,044 561 5,300 531 27 150
12,785 238 5,150 438 227 126
3,258 122 159 J 93 O 24
15,039 465 5,287 496 227 150
2,042 12 9 20 [} 10
12,997 453 5,279 476 227 140
1,005 96 22 3s 4] 0
21,697 1.940 14,343 [ (9 635 686
20,117 1881 14,150 993 626 686
19,018 1,845 14,125 973 592 565
1,098 37 25 20 34 121
1,581 R 193 16 9 {
1,496 8 142 16 Y \]
85 51 S1 0 0 0
33,704 1,545 10,199 6,597 2,043 3,943
15,446 62 4,869 230 242 85
14,263 1,364 4,802 6,202 1,685 3,753
3,995 120 S28 166 116 105
75,319 43 14,564 3,489 2,738 2,084
24,786 0 1,285 1,621 2,465 1,388
50,533 43 13,279 2,268 273 696
14 0 12 7 8 18
4] 0 0 0 O 0
8,173 0 213 403 1,199 12
2,183 105 1,381 8 215 0
49,682 736 135 9,034 18 71
5,469 0 482 439 2,532 400
4 800 (S0 2,311 218 201 {88
14,934 124 2,262 1615 625 986
12,310 9 2,083 1.386 S78 898
2,624 115 179 229 47 88
2,627 ¥ 195 182 126 94
345 4 251 45 4] 17
2,991 6l 1,205 8 i S
15,806 1,608 10,576 869 467 286
77,368 850 16,431 3,021 2,912 1,981
14,977 37 7,518 544 2,351 756
14,587 37 7.334 523 2,348 754
954 2 841 0 2 72
13,633 as 6,493 523 2,345 643
390 0 184 21 3 1
62,391 813 8,913 2,477 561 1,225
60,557 787 8,756 2,448 S50 1,097
1,833 26 157 29 11 129
78,635 2,145 13,911 8,850 2,986 4,582
18,519 69 4,276 4,192 2,202 3,603
18,361 64 4,225 4,105 2,185 3,540
1,056 I 859 | 3 72
17,305 S8 3,366 4,104 2,182 3,468
158 4} 52 87 17 63
60,116 2.076 9,635 4.657 78S 979
57,903 2,039 9,524 4,648 785 957
2,213 6 Ho 10 [} 22
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All states® New York - Other states?
ltem N oAl llinois, _
. . urr,l](A, branches
Total Branches? | Agencies | Branches® | Agencies tota Branches | Agencies
J— — - H—
Average jor 30 calendar days (or calendar month)
ending with report date
162 Total assels .. ... it 256,400 201,929 54,477 181,204 5,750 44,694 11,527 5,857 7,374
163 Cash and due from depository institutions. . ... ..., .. 55,568 50,670 4,898 47,913 346 4,695 1,884 376 354
164 Federal funds sold and securities purchased under
agreements to resell 7,701 6,655 1,046 6,318 607 392 250 63 13
165 Total loans . 127,825 95,700 32,125 8] 840 4,032 25,004 8,331 1,336 5,282
166 [.oans to bz 20,363 15,714 4,649 14,364 522 3,875 804 251 546
167 Total deposits and credit balances. ... ..., . 133,024 115,916 17,108 17,099 1,757 14,684 4,03 2,955 2,498
168 Time CDs in denominations of $100,000 or more . ., .. 30,710 28,872 1.838 24,368 0 1,293 1,280 2,490 1,279
169 Federal funds purchased and securities sold under
agreements to repurchase . ... ... oo L 21,252 15,953 5,299 15,004 528 4,839 474 270 138
170 Other liabilities for borrowed money ............... 40,515 23,841 16,674 21,879 1,825 14,649 936 621 605
171 Number of reports filed® ... 462 291 171 185 28 120 45 32 52

Data are aggregates of categories reported on the quarterly form FFIEC 002,
chorl of Assets and Liabilities of U.S. Branches and Agencies of Foreign
Banks.”' This form was first used for reporting data as of June 30, 1980. From
November 1972 through May 1980, U.S. branches and agencies ofi'urcign banks
had filed a monthly FR B86a report. Aggregate data from that reporl were
available through the Vederal Reserve statistical release (.11, last issued on
July 10, 1980, Data in this table and in the G.11 tables are not strictly comparable
because of differences in reporting pancls and in definitions of balance sheet
items.
2 Includes the District of Columbia.
Includes all offices that have the power to accept deposits from .S,
rcsldents including any such offices that are considered agencies under state law.
Agcnucs account for virtnally all of the assets and liabilities reported in
California.
5. Total assets and total liabilities include net balances, if any, due from or due
to related banking institutions in the United States and in foreign countries (sce

footnote 6). On the tormer monthly branch and agency report, available through
the G.11 statistical release, gross balances were included in total assets and total
liabilities. Therefore, total asset and total liability figures in this table are not
comparable to those in the G.11 tables.

6. “‘Related banking institutions’ includes the foreign head office and other
U.S. and foreign branches and agencies of the bank, the bank’s parent holding
company, and majority-owned banking subsidiaries of the bank and of its parent
holding company (including subsidiaries owned both directly and indirectly).
Gross amounts due from and due to related banking institutions are shown as
niemo items.

7. 1.8, banking subsidiaries' refers to U.S. banking subsidiaries majority-
owned by the foreign bank and by related foreign banks and includes U.S. offices
of U.S.-chartered commercial banks, of Edge Act and Agreement corporations,
and of New York State (Article XID) investment companies.

8. In some cases two or more oftices of a foreign bank within the same
metropolitan area file a cousolidated report.
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Federal Reserve Board Publications

Copies are available from PUBLICATIONS SERVICES,
Mail Stop 138, Board of Governors of the Federal Reserve
System, Washington, D.C, 20551, When a charge Is indicar-
ed, remittance should accompany request and be made
pavable to the order of the Board of Governors of the Federal
Reserve System. Remittance from foreign residents should
be drawn on a U.S. bank. Stamps and coupons are not
accepted.

THE FEDERAL RESERVE SYSTEM---PURPOSES AND FUNC-
TIONS, 1984, 120 pp.

ANNUAL REPORT.

FEDERAL RESERVE BULLETIN. Monthly. $20.00 per year or
$2.00 each in the United States, its possessions, Canada,
and Mexico:; 10 or more of same issue to one address,
$18.00 per year or $1.75 cach. Elsewhere, $24.00 per
year or $2.50 each.

BANKING AND MONETARY STATISTICS. 1914-1941. (Reprint
of Part I only) 1976. 682 pp. $5.00.

BANKING AND MONETARY STATISTICS. 194]1--1970. 1976,
1,168 pp. $15.00.

ANNUAL STATISTICAL DIGEST
1974-78. t980. 305 pp. $10.00 per copy.

1980. 1981. 241 pp. $10.00 per copy.

1981. 1982. 239 pp. $ 6.50 per copy.
1982, 1983, 266 pp. $ 7.50 per copy.
[983. 1984. 264 pp. $11.50 per copy.

FEpERAL RESERVE Chiart Book. Issued four times a year in
February, May, August, and November. Subscription
includes one issue of Historical Chart Book. $7.00 per
year or $2.00 each in the United States, its possessions,
Canada, and Mexico. Elsewhere, $10.00 per year or
$3.00 each.

Historical Cnarr Book, Issued annually in Sept. Subscrip-
tion to the Federal Reserve Chart Book includes onc
issue. $1.25 cach in the United States. its possessions,
Canada, and Mexico; 10 or more to one address, $1.00
each. Elsewhere, $1.50 cach.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY Sk-
RIES OF CHARTS. Weekly. $15.00 per year or $.40 cach in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to one address, $13.50 per year
or $.35 each. Elsewhere, $20.00 per year or $.50 each.

'k FEDERAL RESERVE AcT, as amended through April 20,
1983, with an appendix containing provisions of certain
other statutes affecting the Federal Reserve Systeni. 576
pp. $7.00.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM.

JOINT TREASURY—I'EDERAL RESERVE STUDY OF THE GOv-
ERNMENT SECURITIES MARKET; STAFF STUDIES—PART
1, 1970. 86 pp. $.50 cach; 10 or more to onc address, $.40
each. PartT 2, 1971, Out of print. Part 3, 1973, 131 pp.
$1.00; 10 or more to one address, $.85 cach.

REAPPRAISAL OF THE 'EDERAL RESERVE DISCOUNT MECHA-
NisM. Vol 1. 1971. 276 pp. Vol. 2. 1971. 173 pp. Each
volume, $3.00; 10 or more to onc address, $2.50 cach.

THE ECONOMETRICS OF PRICE DETERMINATION (CONFER-
ENCE, October 30--31, 1970, Washington, D.C.. 1972, 397
pp. Cloth ¢d. $5.00 cach; 10 or more to one address.
$4.50 each. Paper ed. $4.00 each; [0 or more to one
address, $3.60 cach.

FEDERAL RESERVE STAFE STUDY: WAYS TO MODERATE
FLUCTUATIONS IN HOUSING CONSTRUCTION, 1972, 487
pp. $4.00 each: 10 or more to one address, $3.60 cach.

ANNUAL PERCENTAGE RATE TarLES (Truth in lending—
Regulation 7)) Vol. { (Regular Transactions). 1969, 100
pp. Vol. 11 (rregular Transactions). 1969. 116 pp. Lach
volume $2.25; 10 or more of same volume to one
address, $2.00 cach.

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
Urtiizarion. 1978, 40 pp. $1.75 cach: 10 or more to one
address, $1.50 ecach.

Tue Bank HolpinGg COMPANY MOVEMENT 10 1978 A
CoMpPENDIUM. 1978, 289 pp. $2.50 each: [0 or more to
one address, $2.25 cach.

Frow or FUNDS ACCOUNTS. 19491978, 1979, |71 pp. $1.75
each; 10 or more to one address, $1.50 cach,

[NTRODUCTION 1O Fr.ow o FUNDS. 1980. 68 pp. $1.50 cach;
10 or more to one address, $1.25 each.

PusLic PoLicy aND CAPITAL ORMATION. 1981, 326 pp.
$13.50 each.

NEw MoNETARY CONTROI PROCEDURES: FEDERAL RE-
SERVE STAFF STUbDY. 1981,

SEASONAL ADJUSTMENT OF THE MONETARY AGGREGATES:
ReEPORT OF 1HE COMMITTEE OF EXPERTS ON SEASONAL
AprusTMENT TECHNIQUES, 1981, 55 pp. $2.75 cach.



FEDERAL RESERVE REGUT ATORY SERVICE. {.00seleaf; updat-
ed at least monthly. (Requests must be prepaid.)
Consumer and Community Allairs Handbook. $60.00 per
year,
Monetary Policy and Reserve Requirenents Handbook.,
$60.00 per year.
Securities Credit Transactions Handbook. $60.00 per year.
Federal Reserve Regulatory Service. 3 vols. (Contains all
three Handbooks plus substantial additional material.)
$175.00 per year.
Rates for subscribers owtside the United States are as
follows and include additional aiv mail costs:
Federal Reserve Regulatory Scervice, $225.00 per year.
Each Handbook. $75.00 per year.
THE U.S. ECONOMY IN AN {NTERDEPENDENT WORILD: A
MuLTICOUNTRY MODEL, May 1984, 590 pp. $14.50 cach,
WELCOME TO THE FEDERAL RESERVE.
PROCESSING BANK HOLDING COMPANY AND MERGER APPLI-
CATIONS,
CrebpIT CARDS IN THE LS, FcoNomy: THeEiR IMPACT ON
Costs, Prices, aND Revann Saves, July 1983, 114 pp.
THE MONETARY AUTHORITY OF THE FEDERAT RESERVE,
May 1984, (High School Level)
WRITING (N STYLE AT THE FEDERAL RESERVE. August 1984,
93 pp. $2.50 cach.

CONSUMER EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies
available without charge.

Alice in Debitland

Consumer Handbook to Credit Protection Taws

Consumer Handbook on Adjustable Rate Mortgages

The Equal Credit Opportunity Act and ... Age

The Equal Credit Opportunity Act and . .. Credit Rights in
Housing

The Equal Credit Opportunity Act and . .. Doctors, Law-
yers, Small Retailers, and Others Who May Provide Iner
dental Credit

The Equal Credit Opportunity Act and . . . Wonen

tair Credit Billing

Federal Reserve Glossary

Guide to Federal Reserve Regulations

How to File A Consumer Credit Complaint

If You Borrow To Buy Stock

If You Use A Credit Card

Instructional Materials of the Federal Reserve System

Serics on the Structure of the Federal Reserve Svstem
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Dircctors
Federal Reserve Banks
Monetary Control Act of 1980
Organization und Advisory Copunitteces

Irath in Leasing

U.S. Currency

What Truth in Lending Means to You

STAFE STUDIES: Sumimaries Only Printed in the
Bulletin

Studies and papers on cconomic and financial subjects that

are of general interest. Requesty 1o obtain single copies of

the fildl text or to be added to the mailing list for the series

may be sent 1o Publications Services.

Stafl Studies mmbers 115125 are out of print.

114, MurrisaNk HolDING COMPANIES: RECENT Tivi-
DENCE ON COMPETITION AND PERFORMANCL N
BANKING MaRkETS. by Timothy 1. Curry and John ']
Rose. Jan. 1982, 9 pp.

126, DEFINITION AND MEASUREMENT OF IXCHANGE MAR-
KET INTERVENTION, by Donald B. Adams and Dale
W. Henderson. Augast 1983, S pp.

127, U.S, EXPERIENCE WITH EXCUHANGE MARKET INTER-
VENTION: JaNUary--Marcit 1975, by Margarct [
Greene. August 984, 16 pp.

128, U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: SEPTEMBER 1977-DECEMBER 1979, by Mur-
garet .. Greence. Oclober 1984, 40 pp.

129, UL.S, EXPERIENCE WITH EXCHANGE MARKET INTER
VENTION: OCTOBER 1980-OCTOBER 1981, by Margarct
I.. Greene. August 1984, 36 pp.

130, EFPECTS OF BEXCHANGE RATE VARIABILITY ON IN-
TERNATIONAL TRADE AND OTHER BCONOMIC VARIA-
BLEs: A REview or e LiteraTure, by Victoria S,
Farrell with Dean A, DeRosa and 1. Ashby McCown.
Jannary 1984, 21 pp.

131, CALCULATIONS OF PrROFITABILITY FOR ULS, DOLT AWK
Drurscnr, MARK INTERVENTION. by Laurence R,
Jacobson. October 1983, 8 pp.

132, TIME-SERIES STUDIES OFF THE RELATIONSHIP BI
TWEEN EXCHANGE RATES AND  INTERVENTION: A
Rivigw o 1THE TECHNIQUES AND [1TERATURE, by
Kenneth Rogoft, October 1983, 15 pp.

133, RELATIONSHIPS AMONG IXCHANGE RATES, INTER
VENTION, AND INTEFREST RATES: AN EiMpPIRICAL TN
VESTIGATION, by Bonnic 11 Loopesko. Novembel
{983, 20 pp.

134, Smarl BMpPIRICAL. MODELS O1F EXCHANGE MARKET
INTERVENTION: A REVIEW OF THE LITERATURE, by
Ralph W. 1ryon. October [983. 14 pp.

135, SMALL EMPIRICAL. MODELS OF FXCHANGE MARKE
INTERVENTION: APPLICATIONS TO CANADA, (JERMA
NY, AND JapraN. by Deborah J. Danker, Richard A
Haas, Dale W Henderson, Steven A Symansky, and
Ralph W. [ryon.

136, '[ie Errects or iscar Poricy oNn 1 US| BEcoNo
MY, by Darrell Cohen and Peter B, Clark. Jannary
1984, 16 pp.

137, Thr IMPLICATIONS FOR BANK MERGER POLICY Ot
IFINANCIAL DEREGULATION, INTERSTATE BANKING,
AND  FINANCIAL  SUPERMARKETS., by Stephen A,
Rhoades. February 1984, 8 pp.

Flhe availability of this study will be ansounced i forth-
coming BULLYTIN,
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138

139,

140.

141.

142,

CANTUERUSC Laws, Juster DeEpArRTMENT  GUIDLE-
LINES. AND THE LiMITS OF CONCENTRATION IN LO-
cal BaNKING MarkETSs, by James Burke, June 1984,
14 pp.

SOME IMPLICATIONS OF FINANCIAL INNOVATIONS IN
T UnNroen Stares. by Thomas DL Simpson and
Patrick M. Parkinson, August 1984, 20 pp,
GEOGRAPHIC MARKET DELINEATION: A REVIEW 01
Tee Lareratore, by John D Wolken., November
1984, 38 pp.

A COMPARISON OF DIRECT DiPOSIT AND CHECK PAY-
MENT Costs, by William Dudley. November 1984,
15 pp.
MERGLERS COMMERCIAL

AND  ACQUISITIONS  8Y

BANKS, 1960-83. by Stephen AL Rhoades. December

1984. 30 pp.

REPRINTS OF BULLITTIN ARTICLES
Most of the articles reprinted do not exceed 12 pages.

The Connnercial Paper Market since the Mid-Seventies. 6/82,

Applying the Theory of Probable Future Competition. 9/82.

[nternational Banking IFacilities. H/82,

Forcign Experience with Targets for Money Growth. 10/83.

lutervention in Foreign Exchange Muarkets: A Summary of
Ten Staft Studies. 11/83.

A Financial Perspective on Agriculture. 1/84.

U.S. International ‘T'ransactions in 1983, 4/84.

Survey of Consumer Finances, 1983, 9/84.

Bank Lending to Developing Countries. (0/84,

Survey of Consumer Finances, 1983: A Sccond Report.
12/84,

Union Secttlements and Aggregate Wage Bcehavior in the
1980s. 12/84.
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Index to Statistical Tables

References are 1o pages A3 through A77 although the prefiv “A’ is omitted in this index

ACCEPTANCES, bankers (Yee Bankers acceptances)
Agricultural loans, commercial banks, 19, 20,
Assets and liabilities (See also Foreigners)
Banks, by classes, [8-20
Domestic finance companics, 37
Federal Rescerve Banks, [0
Financial institutions, 26
Foreign banks, U.S. branches and agencies, 21, 70- 77
Nonfinancial corporations, 36
Automobiles
Consumer iastallment credit, 40, 41
Production, 47, 48

BANKERS acceptances, 9, 23, 24
Bankers balances, [8-20 (See also Forcigners)
Bonds (See also U.S. government sccuritics)
New issuces, 34
Rates, 24
Branch banks, 21, 55, 70-77
Business activity, nonfinancial, 44
Business expenditures on new plant and equipment, 36
Business loans (See Comnierciad and industrial toans)

CAPACITY utilization, 46
Capital accounts
Banks, by classes, 18
Federal Rescerve Banks, 10
Central banks, discount rates. 67
Certificates ol deposit, 24
Commercial and industrial loans
Commercial banks, {6, 19
Weekly reporting banks, 19- 21
Commercial banks
Assets and liabilitics, 1820
Commercial and industrial loans, 16, 19,21
Consumer loans held, by type, and terms, 40, 41
[ .oans solkd outright, 19
Nondeposit funds, 17
Number, by classes, I8
Real estate mortgages held, by holder and
property, 39
Time and savings deposits, 3
Commercial paper, 23, 24, 37
Condition statements (See Assets and Habilities)
Construction, 44, 49
Consumer installment credit, 40, 41
Consumer prices, 44, 50
Consumption expenditures, 51, 52
Corporations
Profits and their distribution, 35
Security issues, 34, 65
Cost of living (See Consumer prices)
Credit unions, 26, 40 (See also "Thrilt institutions)
Currency and coin, 18
Currency in circulation, 4, 13
Customer credit, stock market, 2

DEBITS to deposit accounts. 18
Debt (See specific types of debt or securities)
Demand deposits

Adjusted, commnercial banks, 15

Banks, by classes, 18-21

Demand deposits — Continued
Ownership by individuals, partnerships, and
corporations, 22
Turnover, 158
Depository stitutions
Reserve requirements, 7/
Reserves and refated items, 3,4, S0 12
Deposits (See also specific types)
Banks, by classes. 3, 18- 20, 21
Federal Reserve Banks, 4, 10
Turnover, 15
Discount rates at Reserve Banks and at foreign central
banks (See loterest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 35

EMPLOYMENT. 45

Furodollars, 24

FARM wmortgage loans, 39
Federal agency obligations, 4, 9, 10, 11, 31, 37
Federal credit agencies, 33
Federal finance
Debt subject to statutory limitation, and types and
ownership ot gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus. or deficit, 78
Treasury operating balance. 28
IFederal Financing Bank, 28, 33
Vederal tuads, 50171920, 21, 24, 28
Federal Hone Toan Banks, 33
Federal Home Toan Mortgage Corporation, 34, 18, 30
Federal Housing Administration, 33, 38, 3¢
Federal Land Banks, 38
Federal National Mortgage Association. 33, A8, 34
Federal Reserve Banks
Condition statement, 10
Discount rates (See Iuterest ratesi
U.S. povernment sccurities held, 4. 10, H, 30
Federal Reserve credit, 4.5, 10, 1
Federal Reserve notes, 10
Federally sponsored credit agencies, 33
Finance companies
Assets and habihties, 37
Business credit, 36
Loans, 19, 40, 41
Paper, 23, 24
Financial institutions
Loans to, 19, 20, 21
Selected assets aud habilities, 26
Float, 4
Flow of tunds, 42, 43
Forcign banks, assets and habilities of U.s, branches and
agenctes, 2107077
Foreign currency operations, 10
Foreign deposits e ULS. banks 4. 100 19, 20
Fforeign exchange rates. 68
Foreign trade. 54
Foreigncers
Claims on. 55, 87, 60, 61, 62, 64
iabilities Lo, 20, 54, 55, 57,58, 63, 65, 06



AR6

GOLD

Certificate account, [0

Stock, 4, 54
Government National Mortgage Association, 33, 38, 39
Gross national product, 51

HOUSING, new and existing units, 49

INCOME, personal and national, 44, 51, 52
Industrial production, 44, 47
Instaliment loans. 40, 41
[nsurance companics, 26, 30, 39
[nterest rates
Bonds, 24
I'ederal Reserve Banks, 6
Foreign central banks and foreign countries, 67
Money and capital markets, 24
Mortgages, 38
Prime rate, conumercial banks, 23
Time and savings deposits, 8
International capital transactions of United States, 53-67
[nternational organizations, 57, 58, 60, 63, 64
Inventories, S|
Investment companies, issues and assets, 35
Investments (See also specific tvpes)
Banks, by classes, 18, 19, 20, 21, 26
Commercial banks, 3, 16, 18-20, 39
Federal Reserve Banks, (0, 1
Financial institutions, 26, 39

LABOR force, 45
Life insurance companics (See Insurance companies)
Loans (See also specific rvpes)

Banks, by classes. 1820

Commercial banks, 3. 16, 18 20.

FFederal Reserve Banks, 4, 5,6, 10, |1

Financial institutions, 26, 39

Insured or guaranteed by United States, 38, 39

MANUFACTURING
Capacity utilization, 46
Production, 46, 48

Margin requircments, 25

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, S
Reserve requirements. 7

Mining production. 48

Mobile homes shipped, 49

Monetary and credit aggregates, 3, 12

Moncy and capital market rates (See Interest rates)

Money stock measures and components, 3, 13

Mortgages (See Real estate loans)

Mutual funds (See Investiment companies)

Mutual savings banks, 8, 26, 39, 40 (See also Thrift

mstitutions)

NATIONAL defense outlays, 29
National income, 51
Nontransaction balances, 3, [3. 19, 20.

OPEN market transactions, 9

PERSONAL income, 57
Prices
Consumer and producer, 44,50
Stock market, 25
Prime rate. commercial banks, 23
Producer prices, 44, S0
Production, 44, 47
Profits, corporate, 35

REAL estate loans
Banks, by classes. 16, 19, 20, 39
Financial institutious, 26
Terms, viclds, and activity, 38
T'ype of holder and property mortgaged, 39
Repurchase agreements, 5, 17, 19, 20, 21
Reserve requirements, 7
Reserves
Commercial banks, I8
Depository institutions, 3,4, 5, 12
Federal Reserve Banks, 10
UJ.S. reserve assets, 54
Residential mortgage loans, 38
Retail credit and retail sales, 40, 41, 44

SAVING
low of tunds, 42, 43
National income accounts, S|
Savings and loan associations, 8, 26, 39, 40, 42 (See also
Thrilt institutions)
Savings deposits (See Time and savings deposits)
Securities (See specific types)
tederal and federally sponsored credit agencies, 33
Foreign transactions, 65
New i1ssues, 34
Prices, 25
Special drawing rights, 4, 10, 53, 54
State and local governments
Deposits, 19, 20
Holdings of U.S. government securities, 30
New security issues, 34
Ownership of securities issued by, 19, 20, 26
Rates on sccurities, 24
Stock market, 25
Stocks (See also Securities)
New issues, 34
Prices, 25
Student [L.oan Marketing Association, 33

TAX receipts. federal, 29

Thrift institutions, 3 (See also Credit unions, Mutual
saviugs banks, and Savings and loan associations)

Time and savings deposits, 3, 8, (3, 17, 18, 19, 20, 21 (See
also Transaction and Nontransaction balances)

Trade, foreign, 54

T'ransaction balances. 13, 19, 20

Treasury currency, Treasury cash, 4

Treasury deposits, 4, 10, 28

Treasury operating balance, 28

UNEMPLOYMENT, 45
U.S. government balances
Commercial bank holdings, 18, 19, 20
Treasury deposits at Reserve Banks, 4, 10, 28
U.S. government scecurities
Bank holdings, 17, 18-20, 21, 30
Dealer transactions, positions, and financing, 32
Federal Reserve Baok holdings, 4, 10, 11, 30
Foreign and international holdings and transactions, 10,
30, 66
Open market transactions, 9
Outstanding. by type and holder, 26, 30
Rates, 24
U.S. international transactions, 53--67
Utilities, production, 48

VETERANS Administration, 38, 39

WEEKLY reporting banks, (9-21
Wholesale (producer) prices, 44, 50

YIELDS (See Interest rates)



Federal Reserve Bdnks

FEDERAL RESERVE BANK.

branch, or fa(tlllv Zip
BOSTON*................. 02106
NEW YORK™*............. 10045
Buftalo.................... 14240
PHILLADELPHIA ........ 19105
CLEVELAND*. ... ... 44101
Cincinnati................ 45201
Pittsburgh................ 15230
RICHMOND* ... ... 23219
Baltimore ................ 21203
Charlotte ................. 28230

Culpeper Communications
and Records Center 22701

ATLANTA.................30301
Birmingham .............35283
Jacksonville ....32231
Miami......ooooooin. 33152
Nashville ................. 37203
MNew Orleans............ 70161

CHICAGO* ... 60690
Detroit.................... 48231

ST, LOUIS................. 63166
Lattle Rock ..ol 72203
Louisville ................ 40232
Memphis ................. 38101

MINNEAPOIL.IS. . ........55480
Helena....................59601

KANSAS CITY........... 64198
Denver.................... 80217
Oklahoma City ......... 73125
Omaha.................... 68102

DALLAS ... 75222
El Paso ................... 79999
Houston .................. 77252
San Antomnio............. 78295

SAN FRANCISCO ... 94120

[.os Angeles............. 90051
Portland .................. 97208

Salt Lake City .......... 84125
Sedllle .................... 98124

‘Chairman
Deputy Chairntan

Joseph A, Baute
Thomas [. Atkins

John Brademas
Clifton R. Wharton,
M. Jane Dickman

Robert M. Landis
Nevius M. Curtis

William H. Knoell

L. Mandell de Windt
Robert E, Boni
Milton G. Hulme, Jr.

Leroy T. Canoles, Jr.
Robert A. Georgine

Robert 1. Tate

Wallace J. Jorgenson

John H. Weitnauer, Jr.
Bradley Currey, Jr.

Martha Mclnnis

1i. William Nash, J

Fugene E. Cohen

Condon S. Bush

I.eslie B, Lampton

Stanton R, Cook
Robert J. Day
Russell G. Mawby

.. Hadley Griffin
Mary P. Holt
Shetlield Nelson
Henry Y. Frigon
Donald B. Weis

William G. Phillips
John B. Davis, Jr.
Gene 1. Etchart

Irvine O. Hockaday, Jr.
Robert G. Lueder
James B, Nielson
Paticnce Latting
Kenneth [.. Morrison

Robert D. Rogers
Bobby R. Inman
John R. Sibley
Robert T Sakowitr
Robert I, McDermott

Alan (. Furth

red W. Andrew
Richard . Scaver
Paul E. Bragdon
Don M. Wheeler
John W. Ellis

Jr.

* President
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[irst Vice President

Frank 1. Morri

Robert W. Eisenmenger

b

b, Gerald Corrigan

Thomas M.

Timlen

Edward G. Bochne

Richard 1..

Karen N. Horn
William H.

Smoot

Hendricks

Robert P. Black

Jimmic R,

Monhollon

Robert P. Forrestal
Jack Guynn

Silas Keehn
Danicl M.

Vacancy

Doyle

Joseph P. Garbarini

Vacancy

Thomas K.

Roger Guiley

Gainor

Henry R. Czerwinski

Robert H. Boykin

Williaun H.

John J. Balles
Richard T,

Wallace

Grriftith

Branches and Offices

Vice President
in charge of branch

John T, Keane

Charles A. Cerino
Harold J. Swart

Robert D, Mc'l'eer, Jr.
Albert D. Tinkelenberg
John G. Stoides

Fred R. Herr
James D, Hawkins
Patrick K. Barron
Jeftrey J. Wells

Henry H. Bourgaux

Roby [.. Sloan

John Y. Breen
James 15, Conrad
Paul 1. Black, .

Robert I, McNellis

Wayne W. Martin
William G, Livans
Robert D. Hamilton

Joel L. Koonce, Jr.
J.7.. Rowe

Thomas H. Robertson

Richard C. Dunn
Angelo S, Carella
A. Grant Holman
Gerald R, Kelly

*Additional ofiices of these Banks are {ocated at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096 Cranford, New Jersey 07016;

Jericho, New York 11753 Utica at Oriskany,
Virginia 25311 Des Moines, lowa 50306, Indianapolis, Indiana 46204

New York 13424, Columbus, Ohio 43216:
and Milwaiikee, Wisconsin 53202,

Colnnbia, South Carolina 29210; Charleston, West
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The Federal Reserve System

Boundaries of Federal Reserve Districts and Their Branch Territories
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