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Trends 1n the Structure of Federally Insured

Depository Institutions, 1984-94

Dean F Amel, of the Board’s Division of Research
and Statistics, prepared this article. Michael T.
Howell provided research assistance.

On September 29, 1995, bank holding companies
were given the right to purchase banks throughout the
United States for the first time since passage of the
Bank Holding Company Act in [956. The Riegle—
Neal Interstate Banking and Branching Efficiency
Act of 1994, which permitted the expansion, will
also, by June 1997, allow banks to branch across state
lines. Full implementation of this legislation is likely
to lead to a continuation of the consolidation of the
U.S. banking industry that has occurred over the past
ten years.

From 1984 through 1994, the number of federally
insured depository institations of all types—banking
organizations (bank holding companies and indepen-
dent banks), thrift institutions (savings and loan asso-
ciations and savings banks), and credit unions—
declined considerably. This consolidation of deposi-
tory institutions resulted mainly from mergers and
acquisitions, many made possible by or stimulated by
relaxed legal constraints on the geographic expansion
of depository institutions, and from failures of deposi-
tory institutions. Regulatory policies aftecting the
expansion of credit union membership also played a
role.

This article looks at changes in the number and
size of federally insured depository institutions over
the past ten years.! The focus is on retail banking—
the sector of activity that deals mainly with small
businesses and households in local banking markets.
The structure of the retail banking industry is of
interest because these firms serve large numbers of
consumers within local markets and changes in struc-
ture could affect firm performance and competition in
some markets. Deposits serve as the measure of firm
size.

1. The data presented in this article cover only federally insured
institutions. Some uninsured credit unions, and a few uninsured banks,
continue to operate in this country. However, these firms tend to be
very small, and their omission should not have a substantive effect on
the data presented.

The use of deposits as the measure of change in the
size of depository institutions ignores changes in the
volume of nondeposit liabilities and off-balance-
sheet activity. Most, though not all, nondeposit liabili-
ties are used by institutions to fund their wholesale
activities. Changes in the structure of the wholesale
banking industry are not addressed in the article
because of the greater number of competitors in
wholesale markets and the greater expertise and
knowledge about financial services of wholesale cus-
tomers. The wholesale banking industry includes a
large number of investment banks, foreign banks, and
other financial institutions that fund large corpora-
tions and international institutions in national, and in
many cases global, markets. Because of its focus on
deposits, this article does not attempt to provide a
complete picture of the activity of depository institu-
tions. Although the volume of federally insured
deposits is very large ($3.3 trillion) and increased
26 percent over the ten years covered here, the rate of
increase of deposit liabilities was much smaller than
the rate of increase of U.S. financial assets. Insured
deposits constitute a unique financial product, but
it is a product of declining importance to the U.S.
economy.

Deposits are far from a perfect measure of retail
banking, but they are the best measure of the retail
activity of depository institutions available at the
national, state, and local levels. Although deposits
include a large uninsured component (deposits in
excess of $100,000) and are used to fund some non-
retail activity, these factors should not appreciably
affect the structural analysis.

The article begins with a discussion of the major
causes of recent structural change among federally
insured depository institutions. Changes in number,
size, and deposit concentration at the national, state,
and local levels are then analyzed. The data reveal
large increases in deposit concentration at the
national and state levels but only small increases in
local banking markets, where fewer competitors
would be most likely to affect competition. Conclud-
ing the article is a discussion of the possible conse-
quences of these changes.
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CAUSES O RECENT STRUCTURAL CHANGE

A major cause of structural change among federally
insured depository institutions over the past ten years
has been mergers and acquisitions. Other important
reasons for changes have been unusually high rates of
failure among depository institutions and relaxed
constraints on credit union membership.

Mergers and Acquisitions
among Depository Instituiions

During 1984-94, the pace of mergers and acquisi-
tions among depository institutions in the United
States reached a level not seen in at least fifty years.?
Acquisitions of healthy banking organizations by
other healthy domestic banking organizations, for
example, resulted in a decline of 4,509 in the number
of banking organizations. The annual number of
acquisitions of healthy firms was relatively steady
throughout the period, ranging from a high of 649 in
1987 to a low of 345 in 1991. The total number of
acquisitions was greater than the net decrease in the
number of banking organizations over the decade
because of a steady influx of new banking organiza-
tions, which partly offset the decline in the number of
banks due to acquisitions and failures.

The extent of mergers and acquisitions among
depository institutions can be seen in the data on
acquisitions of the largest firms: Of the 200 largest
firms at the end of 1984, only 99 existed ten years
later; the remaining 101 had been acquired, many of
them thrift institutions that the federal government
had taken over because of poor financial condition.
Of the one hundred largest depositories in 1984, only
fifty-seven survived as independent firms ten years
later; eighteen of the fifty largest firms and nine of
the twenty-five largest had been absorbed by com-
petitors by year-end 1994,

The increased merger and acquisition activity over
the past ten years has mostly involved domestic
depository institutions; acquisitions by foreign corpo-
rations of banks chartered in the United States have
been limited. Foreign banks have greatly expanded
their role in wholesale banking in recent years, but
they have not made major inroads into the U.S. retail
banking industry. For example, the percentage of
insured U.S. deposits held by foreign organizations
has increased only a small amount since 1984, from
4.5 percent of all deposits to 5.3 percent.?

2. The terms merger and acquisition arc used interchangeably.
3. Although foreign banks have made only limited inroads into
U.S. retail banking, the total volume of assets held by U.S. subsidiaries

The rise in mergers and acquisitions most likely
had numerous causes; empirical work attempting to
determine the reasons for merger activity has found
no clear single motivating factor. One set of possible
causes reflects the interests of stockholders in reduc-
ing costs, increasing profits, and maximizing the
value of the firm. Competition from nondepository
institutions, much of it brought about by technologi-
cal change, may have increased the need to reduce
costs. For example, technology has broadened access
to the commercial paper market, reducing the role of
commercial banks in lending to large corporations.
Technology has also produced economies of scale in
some back-office operations, reducing costs for large
firms relative to small firms. In addition, acquisitions
may have been seen as a way to increase stockholder
value by increasing profits through increased market
share and market power. Finally, interstate acquisi-
tions may have been viewed as a means of reducing
the risk of failure by diversifying a firm’s loan risk.

Another set of possible reasons for increased
merger and acquisition activity reflects the interests
of managers more than those of stockholders. For
example, problems resulting from dispersed stock-
holdings and lack of stockholder control over manag-
ers may have allowed managers to pursue growth as
an objective, whether or not that growth increased the
firm’s value.

Regardless of the reasons for individual mergers
and acquisitions, much of the activity clearly could
not have occurred without legislative and regulatory
changes that allowed greater geographic expansion
by banking organizations and thrift institutions. Many
of these changes occurred at the state level and were
prompted by pressure from firms that sought to
acquire or to be acquired. In a few states, wide-
spread financial difficulties in the late 1980s necessi-
tated the entry of out-of-state firms, which were the
only potential acquirers for troubled depository
institutions.

Pegislative Changes Atflecting
[ntersiate Hxpansion

Passage of the McFadden Act in 1927 effectively
restricted national banks from establishing branches
across state lines. The act subjected national banks to
the same branching restrictions faced by state-

and US. branches and agencies of foreign banks has more than
doubled in the past ten years. Indeed, by 1994 these foreign-owned
institutions accounted for more than 40 percent of the dollar volume
of all business loans made by banking offices in the United States.
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chartered banks, and because no state allowed out-of-
state banks to open branches within its borders, the
act in effect prohibited interstatc branching. Until
1956, however, no law prevented bank holding com-
panies from expanding across state borders through
the formation of separate banking subsidiaries in
other states. Passage of the Bank Holding Company
Act of 1956 limited that route of expansion by allow-
ing bank holding companics to own banking subsidi-
aries only in the state in which they were headquar-
tered unless other states expressly permitted their
entry. Bank holding companies that had expanded
across state lines before 1956 were grandfathered
under the act, but there were few such firms. ‘Though
states could allow out-of-state bank holding compa-
nies to own banks in their states, no state did so until
Maine passed enabling legislation in 1975. Thrift
institutions were also restricted, by federal regulators,
to operating in only one state. Credit unions were not
legally prohibited from operating across state lines,
but they were limited to serving members having a
common bond. This limitation tended to restrict the
interstate activitics of credit unions to a few large
institutions serving the armed forces or large, multi-
state corporations.

In the 1970s and 1980s, states began to relax their
geographic restrictions on banking organizations. By
the end of 1984, eight states had enacted legislation
that allowed entry by banking organizations head-
quartered in other states. Six of the eight required
reciprocity by the state in which the entering banking
firm was headquartered; that is, an out-of-state bank
holding company was allowed to acquire an cxisting
bank only if banking organizations in that bank’s
state were allowed to do so in the home state of the
acquiring firm, Also, five of the eight states restricted
entry to banking organizations headquartered in a
region around the acting state; only three states per-
mitted entry from any other state. As a result of the
small number of states allowing interstate banking
and the restrictions imposed by these states, interstate
expansion before 1985 was quite limited.

Within ten years, by the end of 1994, every state
but Hawaii had enacted laws allowing some degree
of interstate banking. Although many states still re-
quired reciprocity, that requirement had become less
restrictive as more states passed nationwide interstate
banking laws. Twelve states still had regional restric-
tions, but thirty-seven allowed entry from any other
state having a reciprocal law, and three of the twelve
with regional restrictions had passed legislation
allowing entry from all other statcs after a trigger
date in 1995 or 1996. Passage of the Riegle—Neal Act
in 1994 completed the move to nationwide banking
by overriding all remaining restrictions on bank hold-

ing company expansion and by initiating interstate
banking in Hawaii as of September 1995. As a result
of state legislative changes, the share of deposits
controlled by firms headquartered in statcs other than
the state of deposit rose from 4.7 percent to 27.2 per-
cent between year-end 1984 and year-end 1994,

Legislative Changes Atftecting
Lxpansion by Branching

At the same time that restrictions on bank holding
company expansion were being cased, states were
also relaxing restrictions on intrastate branching by
state-chartered banks. By the end of 1994, states were
also beginning to permit interstate branching by
banking organizations, thus granting them the geo-
graphic freedom that thrift institutions had gained in
1992.

Intrastate Bank Branching. At the end of 1984,
seven states still prohibited full-service branches; in
these “unit banking” states, a banking organization
that wanted to open more than one full-service oftice
was required to form a multibank holding company,
which could then control two or more separately
chartered banks. By year-end 1994, no unit banking
states remained, and only two states still prohibited
statewide branching. However, some states allowed
statewide expansion only through acquisition and
restricted de novo expansion to a part of the state,
such as within the county of a bank’s head office; in
these states, a bank or holding company could branch
statewide only by acquiring existing banks or
branches or by chartering new banks and then con-
verting them to branches.

Many states did not restrict intrastate branching by
thrift institutions as they did such expansion by
banks; some states that restricted bank branching
allowed thrifts to branch throughout the state. The
Office of the Comptroller of the Currency (OCC), the
federal regulator of national banks, relied on this
different treatment to relax restrictions on branching
by national banks and thereby to spur passage of less
restrictive state branching laws. The OCC ruled that
national banks compete with state-chartercd thrift
institutions and therefore, under the McFadden Act,
could branch to the same extent. In February 1987, a
tederal appeals court upheld the Comptroller’s ruling
that national banks in Mississippi could branch state-
wide because thrifts in that state were allowed to
branch statewide; in the following April, Texas
became the first of several states in which national
banks sought to expand statewide on the same
grounds. 'Two months later, the U.S. Supreme Court
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let the appeals court ruling stand. Many states
responded to this endorsement of the OCC’s rulings,
or to fears that the OCC would apply the same
reasoning to their states, by relaxing their restrictions
on intrastate branching by state-chartered banks.
Without such action, state-chartered banks in these
states would have faced more stringent branching
restrictions than the national banks with which they
competed.

Interstate Bank Branching. Rulings by the OCC
also spurred states to relax restrictions on interstate
branching. Under a long-standing rule, a national
bank was allowed to move its head office up to thirty
miles and to maintain the previous head office as a
branch. In February 1985, the Comptroller first used
this “thirty-mile rule” to facilitate interstate branch-
ing: A national bank that had an office within thirty
miles of a state line could make that its head office
and use the rule to branch into the adjacent state. The
rule was used sparingly until 1994, but after surviv-
ing court challenges, it has since been used by some
bank holding companies for branching across state
lines despite an absence of state laws allowing such
branching. A few bank holding companies have
merged banks in more than two states by repeatedly
moving their banks’ head offices near a state border,
then across the border (but less than thirty miles),
then across the new “home” state to within thirty
miles of another state border. This practice has
encouraged some states to allow interstate branching
by state banks before the 1997 date set by the Riegle—
Neal Act so that state-chartered banks are not at a
disadvantage relative to national banks that branch
interstate. Although the Riegle-Neal Act allows
states to prohibit interstate branching after 1997, only
Texas has taken advantage of this “opt out” provi-
sion to date.

Branching by Thrift Institutions. In contrast to
interstate expansion by banking organizations, which
was initiated mainly by the states, interstate expan-
sion by thrift institutions was begun in large part by
federal regulators. The greater federal involvement
arose from the difficulties of and, in many cases, the
failure of a large number of thrift institutions whose
deposits were insured by the federal government. The
limited number of potential acquirers of these
troubled thrifts in many states posed a problem for
federal regulators, who sought to sell the firms at the
least cost to the thrift deposit insurance fund.

In April 1986 the Federal Home Loan Bank Board,
which at the time was the federal regulator of thrift
institutions, proposed that buyers of failing thrift

institutions be allowed to branch into any three states
of their choice. As the thrift institution crisis wors-
ened, the Congress formed the Resolution Trust Cor-
poration (RTC) to dispose of the assets and liabilities
of failed thrifts. In July 1990, in a case involving a
New Mexico thrift institution, a federal appeals court
upheld the RTC’s right to allow purchasing banks to
convert failed thrifts into branches, even if the con-
version violated state branching laws. In May 1992
the Office of Thrift Supervision, successor agency to
the Federal Home Loan Bank Board, acted to allow
nationwide branching by all thrift institutions. Thus,
thrift institutions achieved interstate branching rights
in 1992 that most banking organizations will not
achieve until 1997.

Changes in Credit Union
Membership Regulations

Unlike other depository institutions, credit unions
were not, over 1984-94, directly affected by legisla-
tive changes concerning their geographic distribu-
tion. Throughout the period, credit unions were
allowed to expand nationwide so long as they met
the requirement of the Federal Credit Union Act
that members of a single credit union “‘be limited
to groups having a common bond of occupation or
association.” The structure of credit unions—both
their size and their geographic location—nhas, how-
ever, been affected by rulings by the National Credit
Union Administration (NCUA), regulator of federally
chartered credit unions.

In 1982 the NCUA, in an expansive interpretation
of the common bond requirement, ruled that in some
cases a single credit union could serve more than one
unrelated group, each of which shared a common
bond. This ruling, which has survived many court
challenges, led to credit union mergers and to an
expansion of the definition of “common bond.”
Though a court in one case ruled that a proposed
common bond was too ephemeral to qualify under
the act (a credit union asserted that individuals over
the age of fifty living within twenty-five miles of
Houston had a common bond), the courts have gener-
ally looked favorably upon attempts by credit unions
to expand their memberships.

Another regulatory change had the effect of
encouraging the geographic expansion of credit
unions. In 1991, the NCUA began to allow credit
unions to share branches, giving them an inexpensive
way of expanding their geographic coverage as well
as their appeal to potential members.
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Failures of Deposiiory Insitiiions

In the late 1980s and early 1990s, failures of deposi-
tory institutions rose to levels not seen since the
depression of the 1930s. For example, 1,276 bunks
failed during 1984-94, according to the Federal
Deposit Insurance Corporation. This number over-
states the net loss of banking organizations, however,
partly because in some cases more than one bank
owned by the same multibank holding company
failed. Also, some failed banks were reopened by
investors who were not operating a banking organiza-
tion at the time, so the failure did not result in a
reduction in the number of banks. [n fact, the actual
decrease in the number of banking organizations
resulting from bank failures is likely less than one-
fourth as large as the decline attributable to mergers
and acquisitions of healthy banking organizations
during the ten-yeur period.

Credit union failures during 1984-94 totaled 987
and accounted for 27 percent of the net decline in
credit union numbers over the period. Because the
formation ot new credit unions during the ten years
partly offset the decline resulting from failures and
mergers, however, failures accounted for a lesser
percentage of the total decline of credit unions. Merg-
ers were the primary cause of the loss of credit
unions during 1984-94. However, the line between
credit union mergers and failures can be murky be-
cause many credit union mergers have been prompted
by the poor financial condition of onc of the firms
involved.

Failures played a prominent role in the decline in
the number of thrift institutions. Between 1984 and
1994, 1,129 thrifts failed, more than three quarters of
the decline of 1,466 in the number of thrift institu-
tions over the period. Overall, however, mergers and
acquisitions among healthy depository institutions
appear to have played a greater role in the consolida-
tion of depository institutions than did failures,

ACGGREGATE NTRUCTURAL CHANGE

Structural change can be measured by changes in the
number of depository institutions and the redistribu-
tion of deposits among these institutions. It can also
be seen in the movement of depository institutions
among size classes and in changes in the concen-
tration of deposits among the largest depository
institutions.

Clictriges in Nutmiber and Deposiis

Between year-end 1984 and year-end 1994, the num-
ber of federally insured thrift institutions declined
nearly 40 percent, the number of banking organiza-
tions more than 30 percent, and the number of credit
unions more than 20 percent. At the end of 1994,
more than hall of all federally insured depository
institutions were credit unions and fewer than one-
tenth were thrifts (table 1).

L. Distribuiion of federally insured deposnory ustiintions by type of insitiniion, 1981 wud 1994

) N 1984 a I ”1994
De dMean Mean
ituti posits eposits Deposits deposits
Type of institution Nug;ber Peg:fcnt (billif ons Pe;c;cnt pe_r[ lﬁm Nu‘r)r;_ber Pcl“)cfcnt (billions Pel(')cfem per firm
firms total doﬁm) deposits (““0}0“3 firms total d ol‘l’m) deposits (““g;"“s
dollars) doltars)
Banking organizations ............... 11,342 38.0 1,613.7 614 142.3 7,898 36.1 2,382.7 717 301.7
Independent banks 35,698 19.1 2099 8.0 36.8 2,634 12,0 170.0 5.1 64.5
One-bank holding companies ...... 4,926 16.5 467.7 17.8 94.9 4,464 204 5230 157 1172
Multibank hqldlng companies ...... 718 2 936.1 35.6 1,303.7 800 3.7 1,689.6 50.9 2,112.1
Thrift institutions ,................... 3,414 114 929.8 354 272.3 2,058 9.4 684.5 20.6 332.6
Savings and loan associations ..... 2,882 96 697.5 26.5 2420 776 3.5 147.2 4.4 189.7
Federal savings banks ...... 264 9 121.6 4.6 460.6 756 35 357.5 10.8 472.9
State savings banks ...... . 268 9 110.7 4.2 413.0 526 24 179.8 54 3418
Credit unions ..........c.oceviviniin, 15,126 50.6 84.1 32 56 11,927 54.5 254.0 76 213
Total ..o 29,882 100.0 2,627.6 100,0 87.9 21,883 100.0 3,321.2 100.0 151.8

Nori, The data in this table are, to the extent possible, agpregated within
categories. Thus, banks that arc part of the same multubank holding company arc
aggregated into one banking organization. Banking organizations and thrift
institutions that are afliliated are counted separately, as are any combinations of
the three different types of thrift institution that are under common ownership.
“Chain banking” organizations -banks owned by an individual or a group of

individuals but not legally affiliated—are not consolidated, owing to data
limitations.

Data in tables | 4 are as of year-end. In this and subsequent tables, compo-
nents may not sum to totals, and calculations may not yield the percentages
shown, because of rounding,



6 Federal Reserve Bulletin [1 January 1996

Within the banking industry, the number of inde-
pendent banks (banks not owned by a bank holding
company) dropped more than 50 percent, not only
because of acquisitions and failures but also because
some independent banks converted to one-bank hold-
ing companies (most conversions were for tax pur-
poses and did not reflect an inability of independent
banks to compete). Nevertheless, the number of one-
bank holding companies also declined. Because the
decline was smaller than that for all depository insti-
tutions, however, one-bank holding companies as a
proportion of all insured depositories increased, to
more than 20 percent. The number of multibank
holding companies increased over the period, to 800,
though the opposite might have been expected, as the
relaxation of intrastate branching laws allowed multi-
bank holding companies to merge their subsidiary
banks into one bank. The increase indicates that this
cffect was more than offset by an increase in the
number of such companies resulting from mergers
and acquisitions among banking organizations; for
example, because ot the widespread prohibition on
interstate branching during the period, interstate
banking tended to increase the number of multibank
holding companies.

Among thrift institutions, the number of savings
and loan associations declined markedly while the
number of federal and state savings banks increased.
The number of savings and loans fell almost three-
fourths, owing mainly to failures or acquisitions by
banks or other thritts. The decline was also due to the
conversions of some savings and loans to savings
banks, many of which were undertaken because of
differences in fees and regulations applied to the two
types of institutions. The number of federal savings
banks nearly tripled, and that of state savings banks
almost doubled, but both types of institution
remained relatively uncommon.

The extent of the decline of thrift institutions rela-
tive to other depository institutions can be seen
clearly in the data on deposits (table 1). The share of
all deposits held by federally insured thrifts fell from
35 percent in 1984 to just over 20 percent in 1994,
Over the same period, the share held by banking
organizations increased from about 60 percent to
more than 70 percent, and the share held by credit
unions more than doubled, to almost 8 percent.

Among banking organizations, multibank holding
companies gained deposit share while independent
banks and one-bank holding companies lost share.
By the end of 1994, multibank holding companies
controlled more than 50 percent of all deposits of
federally insured depository institutions, compared
with only 5 percent for independent banks. Among

thrift institutions, savings and loans lost 80 percent of
their deposit share, going from more than 25 percent
of all deposits to less than 5 percent. In contrast,
federal savings banks more than doubled their share,
and state-chartered savings banks increased their
share slightly; combined, the groups hold about
15 percent of total deposits.

Historically, the average thritt institution has been
larger than the average banking organization (as mea-
sured by deposits), probably owing in part to less
restrictive geographic limitations on thrift branching.
This size difterential decreased over the past ten
years: The average size of banking organizations
more than doubled while the average size of thrift
institutions increased just 22 percent. In tact, because
the percentage increase for thrift institutions was less
than inflation over 1984-94 (38.6 percent as mea-
sured by the implicit gross domestic product defla-
tor), the average thrift institution’s deposits shrank
in real terms. The average size of credit unions
nearly quadrupled over the decade, but credit unions
remain much smaller than other types of depository
institutions.

Multibank holding companies had the greatest
absolute increase in size over the ten years and the
third largest percentage increase among all types of
depository institutions, behind credit unions and
independent banks. At the other extreme, both sav-
ings and loan associations and state-chartered savings
banks were smaller, on average, at year-end 1994
than at year-end 1984,

Changes in Size Distributiony

Between year-end 1984 and year-end 1994, tederally
insured depository institutions tended to grow larger
(as measured by deposits): The percentage of institu-
tions in all size groups but the smallest rose whereas
the percentage in the smallest size group fell, from
26 percent to 12 percent (table 2). Institutions con-
trolling less than $5 billion in deposits tended to lose
deposit share whereas those controlling more than
$5 billion gained share, from about 30 percent to
more than 50 percent.

When 1994 deposits are deflated to account for
inflation and the growth in deposits resulting from a
growing economy, so that total 1994 *“adjusted”
deposits equal total 1984 nominal deposits, the pic-
ture is slightly different: The percentage of institu-
tions in the smallest size group again shrinks, from
26 percent to less than 15 percent, but the percentage
of institutions in the medium and large size groups—
$500 million to $5 billion in deposits—also drops
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slightly. The decrease in the number of medium and
large firms may herald the development of a two-
tiered distribution, with a large number of smaller
depositories and a small number of very large deposi-
tories. Such a two-tiered distribution may have

resulted from the many acquisitions by very large
interstate depository institutions. Although smaller
firms—those with $1 million to $500 million in
deposits—are increasing as a percentage of all
depository institutions, they generally are not main-

2. Distribution of iederatly msnred depository institations based on nommal and growth adjosted deposits, 1984 and (994

1994

1984
e Nominal deposits Adjusted deposits
o Delets' L o Total
(millions of - | Number | Percent | deposits | Percent Total Total
doffers) of of (billions of | Number | Percent | deposits | Percent’ | Number | Percent | deposits | Percent
L firms total of deposits of of (billions of of of (billions o
dollars) firms total of deposits firms total of deposits
dollars) dollars)
- ALL DEPOSITORY
INSTITUTIONS
Lcss thanl ...l 7812 262 2.8 d 2,668 12.3 12 * 3,146 14.5 14 Bl
~5 B ; 4,924 16.5 12.1 5 3,942 18,1 103 3 4,140 19.0 107 4
2478 8.3 183 ) 2,011 9.5 15.0 5 2,186 10.0 159 6
8816 29.5 2210 8.4 6,811 31.3 177.7 53 7,113 327 182.2 6.9
2,785 9.3 194.2 7.4 2,889 13.3 204.5 6,2 2,525 116 1779 6.8
2,328 7.8 468.0 178 2172 12.7 549.0 16.5 2,158 9.9 420.1 16,0
344 1.2 241.9 92 278 13 1929 58 218 1.0 150.4 5.7
319 11 687.0 26.1 231 1.1 4768 14.4 196 9 417.6 15.9
39 .1 279.1 10.6 52 2 364.4 1.0 42 2 288.1 11.0
24 1 438.4 16.7 40 2 873.9 263 32 A 686.4 26.1
i " 64.7 25 5 * 328.7 99 3 * 176.5 6.7
More then 100,000 . 0 . . A 1 * 126.8 38 1 #* 100,3 3.8
Total.....c...oo. ..} 29,867 100.0 2,627.6 100.0 21,760 100.0 3,321.2 100.0 21,760 100.0 2,621.6 100.0
" BANKING ~
Onmmz.mons
Less than'l . 14 1 ok * 21 3 % * 2 3 o ¥
1~5 379 33 1.4 B 54 ) 2 * 105 1.3 4 x
1,203 10.6 9.2 .6 294 3.7 23 1 489 6.2 38 2
6,463 57.0 162.8 10.1 3,671 46.5 103.4 4.3 4,151 52.6 1121 59
1,861 164 128.2 7.9 1,943 24.6 137.9 5.8 1,683 21.3 118.2 6.3
1,081 9.5 204.6 12.7 1,577 20.0 300.1 12.6 1,170 14.8 222.8 11.8
131 1.2 94.3 58 145 18 101.6 4.3 104 1.3 703 37
163 1.4 396.2 24.6 115 L5 247.8 104 109 14 236.6 12.5
i 26 2 192.3 119 36 .5 2526 10.6 32 4 2225 1.8
o 20 2 360.0 223 37 5 8335 35.0 29 4 623.1 33.1
50, 000—100,000 i * 64.7 4.0 4 1 278.1 11.7 4 B 275 4 14.6
0 e 1 * 125.1 53 0 .
11,342 100,0 1,613.7 100.0 7,898 1000 2,382, 100.0 7,898 1000 ,885,1 100.0
8 2 wk * 4 2 o * 4 2 o ®
36 11 .1 * 12 6 b * 19 9 P M
100 29 8 1 33 1.6 2 " 58 28 4 R
1,006 295 . 29.8 3.2 534 25.9 16.1 24 655 31.8 19.3 3.6
725 212 523 5.6 459 23 33.0 4.8 456 22.2 32.5 6.0
1,151 37 246.9 26,6 781 379 169.2 24.7 676 328 140.2 259
211 6.2 145.8 157 106 52 73.1 10.7 94 4.6 67.4 124
161 4.7 304.3 327 111 54 2293 335 85 4.1 182.9 338
12 4 79.8 8.6 14 N 922 13.5 8 4 50.4 9.3
4 B 70.0 1.5 4 2 7.3 104 3 d 48.3 8.9
3414 100.0 929.8 1000 2,058 100.0 684.5 1000 2,058 100.0 541.6 100.0
7,790 51.5 2.8 34 2,644 222 1.2 5 3,421 262 14 N
4,509 298 10.6 12,6 3,877 325 10.0 40 4,017 337 10,3 5.1
1,173 1.8 8.3 9.9 1,746 14.6 12.4 49 1,641 13.8 117 58
1,349 8.9 284 338 2,635 221 59.0 232 2,341 19.6 51.8 25.8
204 13 14.1 16.8 516 43 358 14.1 416 35 29.3 14.6
98 b 16.8 20.0 462 39 88.9 350 360 3.0 66.6 331
2 * 1.5 1.7 35 3 23.1 9.1 23 2 148 74
1 * 1.5 1.8 11 A 17.2 6.8 8 W1 153 7.6
0 C 1 * 6.3 25 0 .
15,126 100.0 84.1 100.0 11,927 100.0 2540 100.0 11,927 100.0 201.0 100.0

Note. Adjusted deposits were caleulated by deflating 1994 total nominal

deposits for all depository institutions to equal 1984 total deposits.
Depository institutions that are under common ownership are consolidated
within the category of depository institution examined.

* Less than 0.05 percent.
+* L ess than $50,000,000.
.. Not applicable.
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taining their share of deposits: The share controlled
by firms with less than $500 million in deposits
declined between 1984 and 1994 while the share
controlled by firms with more than $5 billion in
deposits increased, from less than one-third to nearly
one-half.

A breakdown of the data by depository type gives
a picture of the elements of the structural change. The
overall changes appear to result from the growth of
very large banks and a few very large thrifts (the
acquirers in interstate banking) combined with an
increase in the number of moderate-sized thrifts and
credit unions.

Banking Organizations. The proportion of very
small banking organizations increased slightly over
the ten years, but the total number remains quite
small. The proportion of somewhat larger banking
organizations—those controlling $1 million to
$50 million in deposits—decreased whereas the
proportion in every larger size category increased.
Banking organizations with less than $10 billion in
deposits tended to lose deposit share while larger
banking organizations tended to gain share.

When 1994 deposits are adjusted to control for the
growth of deposits, the picture of changes in the
distribution of banking organizations is similar: The
proportion of firms controlling $1 million to $50 mil-
lion in deposits declines whereas the proportion in
other size categories increases. Changes in the distri-
bution of deposit share are also similar, with firms
controlling $10 billion or more in deposits increasing
their share and those in all smaller size categories
continuing to lose share. These numbers indicate
that large banks have gained and small banks have
lost, and they give no hint that a two-tiered distribu-
tion is developing within the banking industry.
Economies of scale provide one possible explana-
tion for this trend. A number of studies have found
economies of scale in the banking industry up to the
level of roughly $100 million. The removal of geo-
graphic barriers to entry is another, complementary,
explanation.

Thrift Institutions. Small thrift institutions—those
controlling less than $50 million in deposits—
constituted a smaller proportion of all thrift institu-
tions at year-end 1984 than at year-end 1994, as did
thrifts with $500 million to $1 billion in deposits.
Thrifts in other small and medium categories,
however—those controlling $50 million to $500 mil-
lion in deposits—and large thrifts—those controlling
more than $1 billion in deposits—became relatively
more common. When 1994 deposits are adjusted for
deposit growth, the smallest thrifts (deposits of less

than $10 million) become relatively less common,
small and medium-sized thrifts (deposits of $10 mil-
lion to $100 million) more common, larger thrifts
(deposits of $100 million to $5 billion) less common,
and the largest thrifts more common. This pattern of
change suggests that thrift institutions may be devel-
oping a two-tiered distribution, with a small number
of very large firms and a large number of medium-
sized firms.

The data also indicate that a bifurcated pattern
in the distribution of deposit shares may be develop-
ing for thrift institutions. The deposit shares for all
size groups controlling less than $1 billion in 1994
nominal deposits declined. When 1994 deposits are
adjusted for deposit growth, however, thrifts control-
ling less than $100 million in deposits gain share or
hold their own, those controlling $100 billion to
$1 billion in deposits lose share, and those above
$1 biltion gain share. The latter pattern is, in part, the
result of the rapid interstate expansion by large thrifts
in recent years: Those large thrifts that survived the
industry shakeout in the 1980s have grown through
acquisitions of both healthy and struggling rivals, and
the quickest route to expansion has been the acquisi-
tion of a few relatively large institutions rather than
of numerous smaller firms.

Credit Unions. The changes in the distribution of
credit unions by size between year-end 1984 and
year-end 1994 are similar to the changes among
banking organizations, though credit unions are much
smaller, on average, than banking organizations: All
but the smallest credit unions became relatively
more common, whether 1994 deposits are measured
in nominal or adjusted terms. The deposit share for
credit unions controlling up to $100 million in depos-
its declined whereas the share for larger credit unions
increased, from less than one-quarter to more than
one-half (just under one-half for 1994 adjusted depos-
its). The share controlled by the largest credit
unions—those with more than $500 million in
deposits—more than quadrupled.

In summary, the data for size distributions of
depository institutions in terms of the number of
institutions and deposit share show that larger bank-
ing organizations and credit unions have gained rela-
tive to small firms and that among thrift institutions a
two-tiered structure may be emerging, with a small
number of very large thrifts and a large number of
medium-sized thrifts. Because credit unions are so
much smaller, on average, than other depositories,
the growth of large credit unions over 1984-94 has
increased the proportion and deposit share of
medium-sized depository institutions.
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Among federally insured depository institutions, very
large firms are clearly gaining control of an increas-
ing share of all deposits. A breakdown of deposi-
tories by percentile class allows a closer look at this
trend (table 3).

From year-end 1984 to year-end 1994, the share of
federally insured deposits controlled by the largest
1 percent of depository institutions (about 300 firms
in 1984 and 220 in 1994) increased from 52 percent
to 61 percent. Almost all the increase came at the
expense of other very large firms: The share for firms
in the largest decile but not in the largest percentile
fell from 30 percent to 22 percent. Depositories in the
second-, third-, and fourth-largest deciles also lost
share, but to a much smaller extent. Depositories in
the six smallest deciles gained share, though their
share of total deposits remained very small. This
pattern is similar to that seen in the data in table 2,
with the largest firms and the smaller firms showing
relatively greater growth.

The picture for banking organizations is somewhat
different. Like depository institutions as a whole,
banking organizations in the largest percentile
increased their deposit share substantially, and the
remainder of the organizations in the largest decile
lost share. However, banking organizations in all
deciles below the largest also lost share. Thus,
only the largest 1 percent of banking organizations
(about 100 firms) grew faster than the mean growth
rate among such organizations between 1984 and
1994.

Thrift institutions in all deciles but the largest also
lost share. However, in contrast to banking organiza-
tions, thrifts in the entire largest decile, not just those
in the largest percentile, gained share. Thus, unlike
the largest banking organizations, the largest thrift
institutions grew not by taking deposit share from
firms almost as large as they were, but rather by
taking share from smaller ones.

Credit unions generally did not show a great
change in concentration of deposits at the decile
level. Firms in the {argest decile and the two smallest
deciles lost a little deposit share, and firms in all other
deciles gained share.

Combining these trends for banking organizations,
thrift institutions, and credit unions, the change in
the structure of depository institutions over 1984-94
is one of consolidation, with very large banks buy-
ing large banks and very large thrifts buying
smaller thrifts, and of rapid growth by medium-sized
credit unions, which resulted in an increase in the
share held by the smallest 60 percent of depository
institutions.

A breakdown of the data for just the 200 largest
depository institutions shows that the pattern of
change in deposit concentration within this group of
very large depositories was similar to that for deposi-
tory institutions as a whole: The largest 100 deposi-

ottt sl gy e Dy

Boae b i s G

1984 1994

Size class Deposits Deposits
percentile (billions of Pe‘;ifmf“ of (billions of Pet:(:)emlm of
dollars) dollars)
ALL DEPOSITORY
INSTITUTIONS
13711 522 2,029.8 61.1
8013 30.5 7369 222
2077 719 233.2 7.0
1119 43 131.6 4.0
66.4 2.5 821 2.5
38.6 L5 51.6 1.6
19.1 N 30.1 9
7.2 3 15.3 5
2.8 1 71 2
1.1 13 2.9 .1
3 » N *
2,627.6 100.0 3,321.2 100.0
BANKING
ORGANIZATIONS
99 e 853.3 529 1,494.2 62,7
90-98 ....iiiiinnn 427.3 26.5 484.9 203
80-89 ............ e 100.8 6.2 1235 52
T0-79 i 64.8 4.0 78.0 33
60-69 ......ooiiuune 473 29 57.4 24
50-59 ..oiiiiiinnn, 362 2.2 437 1.8
40-49 ...l 28.0 1.7 337 14
30239 ..l 21.6 1.3 26.2 L1
2029 ooioeiien 16.3 1.0 19.9 8
1019 .oovviiiinnn 1.7 N 13.9 6
09 . 6.4 4 77 3
Total ................ 1,613.7 100.0 2,382.7 100.0
THRIFT
INSTITUTIONS
99 e 2277 24.5 17177 260
90-98 .....ciiiiins 350.5 37.7 275.6 40.3
80-89 ..........0ee 129.2 13.9 81.8 11.9
70-79 .iviiinns . 73.1 79 47.6 70
60-69 .......0viiiinn 48.3 52 326 48
50-59 i 342 37 232 34
9 e 24.5 2.6 16.8 2.5
3039 ..o 178 i9 124 1.8
20-29 i 12.6 14 8.7 1.3
10-19 ...l 8.1 9 58 8
S 3.7 4 2.4 3
Total ................ 929.8 100.0 684.5 1000
CrEDIT UNIONS
99 e 243 28.9 72.6 28.6
90-98 ............... 36.5 43.4 106.4 419
80-89 ..........uvees 10.8 12.8 316 13.2
T0-79 .oiiiiiiiiinn 5.1 6.1 16.8 6.6
60-69 ,.......0uuuen 29 35 9.7 38
50-59 .., 1.8 2.2 6.1 2.4
4049 ...l 1.1 13 39 1.5
30-39 ... e T 8 24 1.0
2029 o 4 5 1.4 6
10-19 ..o 2 3 N 3
0-9 ..o Bl 1 2 1
Total ................ 84.1 100.0 2549 100.0

NoTe. Al depository institutions that are under common ownership are
consolidated within the type of depository institution examined.
*Less than 0.05 percent.
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tories gained deposit share between year-end 1984
and year-end 1994 while the next-largest 100 deposi-
tories lost share (table 4). Also, the percentage
increase in deposit share over the ten years was
largest for the largest firms: The share of deposits
controlled by the ten largest depository institutions
increased 68 percent; the share for those ranked
11 through 25, 55 percent; for those ranked 26
through 50, 33 percent; and for those ranked
51 through 100, 7 percent. The next-largest 100
depositories lost 13 percent of their deposit share
over the ten years.

Among the 200 largest banking organizations, the
50 largest gained deposit share while the others lost
share. As for depository institutions as a whole, the
rate of increase in deposit share was greatest for the
largest banking organizations and was progressively
smaller for smaller banking organizations. The pic-
ture for the 200 largest thrift institutions was some-
what different: All subsets of the 200 largest firms
gained share, though the gain for firms ranked
101 through 200 was marginal. Also, the percentage
increase in deposit share was not uniformly greater
the larger the firm: Thrifts ranked 26 through 50 grew
at a faster rate than larger thrifts. Credit unions
showed the same general pattern as banking organiza-
tions, with larger firms growing most rapidly, though
differences among the subsets were smaller.

4. Shares ol deposiis conteolled by the Lugest federally
insurcd depository instititions, 1984 and 1994

Percent
. % Rank - ,,Shgrg,grﬁgxeposnts ~ Change,
“{by volume of depesits) | 1ga, J 199 | 198434
ALL DEPOSITORY o o
 INSTITUTIONS - ’ I
1+ erretrriaras el 109 183 © - 678
R 1 L S S T8 . 120 - . 350
26750 e 76 - - 100 - 328
51-100 e 9.4 006 - - 67
1012200 ..ovcnniiiiinariarinane 104 91 - ~125 -
“-BANKING OROANIZATIONS N S
-1-10, e dieiteear e 174 . 256 46.8
112 16.4 46.8
105 129 2.4
1.7 112 42
113 7.1 =373 .
124 17.0 37X
87 - 118 34,9
84 - 12.1 449
104 122 179
123 12.5 - 1.6
68 - 8S Ay
44 4.9 117
- 50 -~ 55 104
12 74 30
9.7 10.0 26

The increase in concentration among depository
institutions can also be seen by comparing the
amounts of deposits held by depository institutions of
the same rank in {984 and 1994 (not shown in table).
The 164 largest depositories were larger in 1994 than
in 1984; however, the depositories ranked 165 and
lower (some 21,719 institutions) were smaller in
1994, even in nominal dollars, than the firms of the
same rank in 1984—despite inflation and the growth
of the economy, which would tend to lead to larger
depository institutions. For example, the largest
depository institution in 1994 controlled $126.76 bil-
lion in deposits (in nominal dollars), the largest in
1984, $64.65 billion; and the 100th largest depository
institution in 1994 controlled $4.86 billion in depos-
its, the 100th largest in 1984, $3.75 billion. However,
the 165th largest firm in 1994 controlled $2.35 billion
in deposits, down from $2.36 billion in 1984; the
250th largest firm controlled $1.44 billion in 1994,
down from $1.63 billion in 1984; and the 500th
largest firm controlled $623.4 miilion in 1994, down
from $757.4 million in 1984. This pattern is consis-
tent with the conclusions drawn from the data in
table 3: Consolidation has involved the acquisition of
firms in the second tier by the very largest firms.
Acquisitions by very large depository institutions of
other, merely “‘large” institutions reduced the num-
ber of firms that control a few billion dollars of
deposits. For example, the number of firms control-
ling between $2 billion and $5 billion in deposits
dropped from 140 in 1984 to 90 in 1994.

These data showing the concentration of deposits
among the largest depository institutions likely under-
state the true extent of the increase in the concentra-
tion of resources among depositories. By focusing on
deposits, this article focuses on retail activities and
ignores the rapid growth of some wholesale and other
nondepository activities of the largest depository in-
stitutions. The rate of growth of nondeposit liabilities
and oft-balance-sheet activity, which is concentrated
among the largest firms, has been greater than the
rate of growth of deposits.

STRUCTURAL CHANGE AT THE STATE LEVEL

The increase in the nationwide concentration of
deposits clearly is due, at least in part, to the inter-
state expansion of depository institutions over the
past decade. Shifts in the proportion of deposits con-
trolled by the three major categories of depository
institutions—banking organizations, thrift institu-



Trends in the Structure of Federally Insured Depository Institutions, 1984-94 |1

tions, and credit unions—and changes in deposit con-
centration also occurred at the state level.*

Deposii Shares {ield,
by Type of Deposiiory instilniion

Data on the distribution of deposits in each of the
fifty states and the District of Columbia show that
although the importance of the three types of institu-
tion varies considerably from state to state, the
decline of thrift institutions and the growth of credit
unions over 1984-94 occurred throughout the coun-
try (table 5).

In 1984, the percentage of deposits within a state
held by banking organizations ranged from a high of
83 percent in South Dakota to a low of 36 percent in
Connecticut. The high percentages for two of the
three states in which banking organizations con-
trolled more than 80 percent of the state’s deposits—
Delaware and South Dakota—were due in large part
to an unusually large presence of credit card banks in
those states.> However, many other states were domi-
nated by banking organizations to nearly the same
extent: In thirteen states, banking organizations con-
trolled 70 percent to 80 percent of all deposits; in
only six states did banking organizations control less
than 50 percent of all deposits.

In 1984, the share of deposits controlled by thrift
institutions ranged from a high of 61 percent in
Connecticut to a low of 9 percent in Alaska. In five
states—Connecticut, Florida, Maine, New Hamp-
shire, and New Jersey—thrift institutions held a
greater share of deposits than did banks, and in
California the two types of depository were nearly
equal in importance. Thrifts controlled more than
40 percent of deposits in eight states and less than
20 percent of deposits in eight.

The presence of credit unions was small in almost
all states in 1984. In Alaska, credit unions controiled
18 percent of all deposits; Utah was the only other
state in which they exceeded a 10 percent deposit
share. Credit unions controlled less than 5 percent of

4, Because of data limitations, all credit onion deposits are
assigned to the state and local market in which the credit union is
headquartered, so deposits in any interstate branches are assigned
incorrectly. However, because interstate credit unions control a very
small share of all deposits, incorrect assignment should not materially
affect the data.

5. A credit card bank is a bank with a commercial bank charter that
specializes in processing credit card accounts, usually from through-
out the nation, and does not compete with local retail banks for other
types of retail banking business.

deposits in thirty-one states, with a low of 0.2 percent
of deposits in Wisconsin.

By 1994, the distribution of deposits had changed
considerably. The percentage of deposits at thrift
institutions had declined in every state except
New Hampshire and Rhode Island. The share held by
thrifts exceeded that held by banking organizations
only in Connecticut and New Hampshire, and in both
states there were large thrifts that were controlled by
bank holding companies. In many states the decline
in thrift deposits was precipitous. For example,
thrifts” share fell roughly 90 percent in both Arizona
and Delaware. The decline in Arizona was due pri-
marily to the failure of the state’s large thrift institu-
tions, whereas the decline in Delaware was connected
to an increase in size of the state’s credit card banks.
The number of states in which thrifts controlled more
than 40 percent of deposits fell from eight in 1984 to
two in 1994, with New Hampshire’s thrifts, at 55 per-
cent of deposits, topping the list. The number of
states in which thrifts held less than 20 percent of
deposits rose from eight in 1984 to thirty-one (plus
the District of Columbia) in 1994, and the number in
which they held less than 10 percent of deposits grew
from one to thirteen.

As the importance of thrift institutions declined,
the importance ot both banking organizations and
credit unions grew. In 1994, the share of deposits
within a state held by banking organizations ranged
from 96 percent in Delaware to 37 percent in
New Hampshire. Banking organizations held 80 per-
cent or more of deposits in nineteen states, up from
three in 1984, and less than 70 percent of deposits in
only fourteen states (plus the District of Columbia),
down from thirty-four states (and the District) in
1984.

The growth of credit unions was as uniform across
states as the decline of thrifts: The deposit share
controlled by credit unions increased in every state
but Delaware, a result that again is due to the growth
of credit card banks in that state. By 1994, credit
unions’ shares ranged from 29 percent in Alaska to
2 percent in Delaware. The number of states in which
credit unions controlled at least 10 percent of state
deposits rose trom two to fourteen (plus the District
of Columbia), and the number in which they held less
than 5 percent of deposits fell from thirty-one to
eight.

Concentraiion of Deposits

The increase in concentration of deposits scen at the
national level also occurred at the state level. One
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measure of concentration at the state level is the
percentage of deposits controlled by the three largest
depository institutions in the state—the three-firm
concentration ratio. From 1984 to 1994, the three-
firm concentration ratio increased in every state but
South Dakota (table 6). The anomalous decline in
South Dakota was due largely to the relative decline
in the size of a large credit card bank. In some states
the increase in the three-firm concentration ratio was

substantial. For example, it tripled in Louisiana and
more than doubled in Florida, Indiana, Kansas, and
West Virginia. The ratio increased more than 20 per-
centage points in five states—Alaska, Arizona,
Florida, Louisiana, and West Virginia—and at least
10 percentage points in an additional seventeen states.

A second measure of concentration of deposits is
the Herfindahl-Hirschman Index (HHI)—the mea-
sure used by federal antitrust authorities to examine

S Busuibuiion of de posas amaong fedelly misuced deposuory mstitutions, by state, 1984 and 1994
Shares in percent; change in percentage points
Banking organizations Thrift institutions Credit unions'
State )

Change, , Change, . Change,

1984 1994 198494 1984 1994 19M 1984 1994 1984-94
Alabama ................ 71.8 852 13.4 216 4.8 ~16.8 6.6 10.0 34
Alaska ...l 727 67,9 4.8 9.0 35 -5.6 18.3 286 10.4
Arizona ... 61.2 877 265 33.7 29 -30.8 5.1 9.4 . 43
Arkansas ................ 66.7 884 217 320 89 ~-23.1 1.3 21 14
California ............... 483 583 10.0 48.0 3Ll -16.9 37 10.6 6.9
Colorado ................ 583 72.2 139 356 158 ~19.8 6.1 120 39
Connecticut 355 41.6 6.1 60.6 52.8 ~7.8 38 3.5 [ %]
Delaware .......... 80.7 96.3 15.6 16.5 17 ~149 28 2.1 =7
District of Columbia . 64.0 67.4 34 219 14.6 -134 8.1 18,0 9.9
Florida .................. 419 69.3 214 49.2 238 ~254 . 30 69 39
Georgia ................. 66.8 85.6 18.8 29.1 6.9 =222 42 7.6 34
Hawaii «......oooveinnnes 62.7 56,7 ~6.1 288 27.1 -1.6 85 162 77
Idaho ............cccc0e. 774 82,6 5.3 17.6 8.5 -9.1 5.1 8.9 3.8
Niinois .................. 64.8 71.8 7.0 330 22.8 ~10.2 22 54 3.2
Indiana .................. 712 73.9 2.7 23.0 162 -6.8 58 99 4.1
fowa ..o, 743 81.8 7.5 228 12.5 ~10.2 29 5.7 28
Kansas .................. 65.9 71.8 6.0 30.8 23.1 -7 34 54 1.7
Kentucky ..............0 74.5 82.1 7.6 23.1 13.3 -9.8 2.5 4.6 22
Louisiana................ 68.9 82.5 13.5 283 10.3 ~-18,0 2.7 72 4.5
Maine .........000000nee 433 50.0 6.6 48.7 371 ~-11.6 8.0 13.0 50
Maryland ................ 61.7 65.3 3.6 334 25.0 ~-8.5 49 9.7 4.8
Massachusetts ........... 61,1 559 ~52 36.1 355 -6 28 8.6 58
Michigan ................ 67.8 70.2 24 249 16.3 -86 73 135 63
Minnesota ............... 73.2 81.2 8.0 232 108 -124 36 8.0 44
Mississippi ........... Vo 793 88.4 9.1 181 68 -113 2.6 48 22
Missouri ................ 65.0 809 159 320 14.0 -18.0 3.0 51 21
Montana . 71.5 73.9 -3.7 16,7 150 -1.7 5.7 111 54
Nebraska . 68.7 82.1 133 284 134 -15.0 28 45 1.7
59.6 729 13.3 335 17.5 -16.1 6.8 9.6 2.8-
46,0 36.8 -9.2 48.5 54.9 6.4 55 83 28
New Jersey .............. 45.2 59.2 14.0 526 364 -16.2 - 22 43 22
New Mexico ............. 65.3 79.4 14.1 289 7.8 -21.2 58 129 7.1
New York ............... 60.0 724 12.4 383 235 -149 1.6 4.1 2.5
North Carolina ........... 65.0 80.0 150 298 10.6 ~-19.2 52 94 4.2
North Dakota ............ 659 72.2 6.3 299 214 -8.5 42 6.4 22
Ohio ..........coeveniee 55.6 70.8 15.2 41.5 23.8 -17.7 29 54 - 2.5
Oklahoma 747 80.2 5.5 210 10.9 -10.1 4.3 89 4.6
Oregon ..... 579 73.4 152 359 13.9 =220 6.1 130 6.9
Pennsylvania 70.5 77.7 7.2 264 15.7 -10.6 3.1 6.6 34
Rhode Island 679 64.0 -39 217 293 1.6 44 6.7 23
South Carolina ........... 51.2 717 20.5 429 200 -22.9 58 83 24
South Dakota ............ 83.4 88.8 5.4 144 7.0 ~-14 2.3 42 .19
Tennessee ............... 724 82.2 9.8 240 9.2 ~-14.8 37 8.6 50
Texas ...ooovevvvinnnenss 69.5 716 8.1 274 122 -15.2 31 10.2 7.1
Utah .........oiiiennes 69.3 74.1 48 188 5.0 ~13.8 12,0 209 8.9
Vermont ................. 69.8 66.9 -2.8 26.2 25.7 -5 4.0 74 34
Vieginga ... 64.3 720 17 26.2 10.5 -15.8 9.5 17.6 8.1
Washington 56.1 58.7 26 380 27.8 ~10.2 59 13.5 1.6
West Virginia 83.1 86.4 33 14.0 6.8 -7.1 3.0 6.8 38
Wisconsin . .. 68.2 67.1 -1.1 316 240 -1.6 2 8.9 8.7
Wyoming 74.0 80.3 6.3 228 12.5 -10.3 32 71 4.0

Note. In this and subsequent tables, data on banking organizations and thrift
institutions are as of June 30 rather than December 31 for both 1984 and 1994
because data on deposits at branches are collected only once a year, on June 30.
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concentration in local banking markets and in mar-
kets in other industries. The HHI for a state is deter-
mined by calculating the percentage of deposits held
by every depository institution in the state, then
squaring these numbers and summing the resuits. If
all deposits in a state were controlled by a single
depository institution, the HHI for the state would be
10000 (100 percent squared); as the number of firms
increases and their deposit shares become more equal,
the HHI decreases toward its lower bound of zero.
Unlike the share of deposits held by the three larg-

est firms, the HHI incorporates information on the
deposit shares held by a/l firms operating in a state.
Measuring concentration with the HHI yields
results similar to those for the three-firm concentra-
tion ratio. Between 1984 and 1994, the HHI increased
in every state but three—Hawaii (which had been the
second most concentrated state in 1984), Montana,
and South Dakota; in all three states the declinc was
less than 100 points. The increases in the HHI tended
to be larger than these decreases. For example, the
HHI increased more than fourfold in Louisiana and

6. Cloncentration of deposins ab fedeally msured deposiiony mstitutions, by state, 1984 and 19941

Change, Herfindahl~ Change,
st Percent held by 3 largest firms 1984_39 i Hirschman Index 18 4§9 "
B (percentage (index
. 1984 1994 points) 1984 L 1994 points)

Alabama 312 - 45.9 14.7 453 819 366

Alaska .. 382 . 65.0 26.8 835 1684 850

Arizopa . 49.6 70.7 212 1153 1800 647

ans 20.5 26.8 6.3 2217 357 130

California ..,. 31.0 42.1 1.0 522 825 303

Colorado ., 238 36.5 127 3935 578 183

Connecticut 25.7 34.1 8.4 342 539 196

‘Delaware ...... . 38.1 437 5.6 871 920 49

District of Columbia . 45.2 478 26 965 1024 59

- PFlori o 19.3 39.5 20.1 215 680 465

310 329 1.9 437 532 95

60.0 62.6 27 1608 1575 -33

..... . 57.4 63.6 6.1 1359 1676 317

...... 19.2 19.2 0 192 210 18

.......................... 124 274 14.9 90 345 255

149 19.3 4.3 129 193 64

............ 119 25.0 13.1 94 299 205

18.8 29.5 10.8 174 368 194

............... 10.4 344 4.0 96 472 376

Maing ....oiviiiieiiiiieaiiiiiens . 284 42.3 13.9 477 709 232

Maryland ... 26.0 344 83 418 570 151

‘Massachusetts ..............c.00 sern 307 31.8 11 475 494 20

Michigan ......ocvvnieiiriiiiins 28.3 38.0 9.7 437 661 223

MINnesots ,....covinvvvniiaiiiiins 42.3 425 2 722 768 46

Mississippi ....oooiii i, 231 36.6 134 282 586 305

Missouri ..... revaraaraaraaeate . 203 35.5 152 274 582 308

Montana .. 329 34,0 1.1 535 501 -34

Nebraska ., . 204 30.0 9.6 224 393 169
Nevada ........ 54.3 60.2 58 1413 1503

New Hampshire 23.7 352 it4 345 613 268

New Jersey .....covvvennn Cererariaes 16.1 19.0 29 197 273 76

New Mexico .....oovvveriannnnnns 309 374 6.5 509 677 168

New York ........ e esaeraaanes 253 364 111 362 580 218

North Caroling ...........ooovvvnsss 359 388 28 550 731 181

North Dakota ..... RPN 292 322 29 443 506 63

Ohio ...\, FIVRTIYPN Creairerreaiaiere 21.9 319 100 257 465 208

Oklahoma 17.8 19.2 1.4 153 205 53

Oregon 48.7 52.0 33 970 1201 231

Pennsylvania 24.2 35.7 115 301 571 271

Isl Vrerenes Meereaainees 67.2 71.6 104 1970 2178 204

28.4 384 100 437 669 232

44.4 41.2 -3.1 817 ~92

254 31.0 5.6 318 492 174

19.8 28.6 8.8 245 346 101

42.5 48.6 6.1 810 1093 283

VBIMONt .. icvivnivnniininonnrons 333 43.6 103 659 883 224

Virginla .....c 29.0 315 2.5 453 568 114

Wnshington ere . 355 40.1 4.6 563 762 199

West Virginia < .o.ocoovvvnniinnnnn 11,7 32.8 211 122 559 437

Wisconsin,........... Ceterereriees 20.2 316 11.4 204 403 199

Wyoming ...... e ceae 294 33.1 37 46 636 190
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West Virginia; more than tripled in Florida, Indiana,
and Kansas; and more than doubled in Alaska, Ken-
tucky, Mississippi, and Missouri. The number of
states with an HHI greater than 1000 increased from
five in 1984 to nine in 1994, Despite these sizable
increases in concentration, however, deposits remain
relatively unconcentrated in most states.

STRUCTURAL CHANGE AT THE TOCAL LEVEL

Analyses at the national and state levels show how
financial resources in the aggregate are concentrated.
Analyses of competition among depository institu-
tions usually focus omn concentration within local
markets. Empirical evidence indicates that, despite
technological developments allowing depository ser-
vices to be provided by mail, telephone, home com-
puter, and automated teller machine and despite the
growth of nondepository financial firms, most house-
holds and small businesses continue to rely on local
depository institutions when they seck depository
services. This continued preference for local provid-
ers is reflected in data on the number of offices
maintained by banking organizations and thrift insti-
tutions: Between 1984 and 1994, the number of such
offices decreased by a much smaller percentage than
did the number of such firms (8 percent compared
with 33 percent). Further, the number of banks and
bank branches rose 5 percent, despite a 30 percent
decrease in the number of banking organizations.

Theory and empirical cvidence suggest that an
increase in local market concentration may reduce
competition among providers of depository services.
For this reason, antitrust authorities tend to focus on
the number and size of other depository institutions
in the local market when they analyze the effects on
competition of proposed mergers and acquisitions
among depository institutions. Specifically, they look
at the market’s HHI and the change in the HHI that
would arise from the proposed merger.® Standard
benchmarks are that a market with an HHI below
1000 is unconcentrated, a market with an HHI
between 1000 and 1800 is moderately concentrated,
and a market with an HHI above 1800 is highly
concentrated. The greater the existing concentration
in the market, the more serious an increase in the
HHI resulting from a merger is considered.

6. In an antitrust analysis of a proposed merger among depository
institutions, a careful assessment would be made of the geographic
extent of the local market and the extent to which banks, thrifts, and
credit unions compete with cach other in the provision of financial
services.

Given in table 7 are average HHIs for local mar-
kets in 1984 and 1994 and the changes in these
averages over the period. To simplify the calculation,
urban banking markets are assumed to be Metropoli-
tan Statistical Areas (MSASs) and rural markets, non-
MSA counties. The mean HHI for deposits increased
for every category of market, although many of the
increases were not large. For local deposit markets as
a group, the average HHI rose 143 points, from 3291
to 3434, Because this overall average covers about
300 urban markets and nearly 2,600 rural markets,
it is useful to examine the two types of markets
separately.

The average HHI for urban markets increased
181 points during the ten years, from 1119 in 1984 to
1300 in 1994. Despite this increase, the average
urban market remained moderately concentrated in
1994. The average HHI tended to be lower in larger
urban markets than in smaller urban markets in both
years, reflecting the fact that larger markets typically
have more depository institutions, each of which
would tend to have a smaller market share than
would the relatively few firms in smaller markets.
The average HHI for the largest urban markets was
939 in 1994, while the average HHI for the smallest
urban markets was nearly twice as high. These small-
est urban areas constituted the only group of urban
markets that were, on average, highly concentrated.
However, the increase in the HHI over 1984-94 was
smaller for these small urban areas as a group than
for any other group of urban markets.

The average concentration also rose in rural mar-
kets: The average rural market had an HHI of 3724 in

Yo Mean Heritndaht FHrschoan Index dor local markets
based on deposits at tederally insured deposiiorny instiin
tions, 1984 and 1994

i Change,
Local market population . | 1984 1994 12%—34
points)
Alllocal markets .............. 3291 3434 143
Urban markets
All ... P 1119 1300 181
More than 1 million M7 939 221
300,000-1 million 1066 1183 116
250,000-500,000 1017 1241 224
100,000-250,000 1286 1460 174
Less than 100,000 1715 1810 95
Rural markets
........... Veavsererairnine 3584 3724 140
More than 100,000 ............ 1403 1568 166
50,000-100,000 ............... 1816 1952 136
25,000-50,000 ................ 2271 2381 110
10,000-25,000 ................ 3319 3478 159
Less than 10,000 .............. 5419 5616 197

Notr. Urban markets are defined as Metropolitan Statistical Areas, and rural
markets as non-MSA counties.



1994, 140 points higher than in 1984. Concentration
is considerably greater in rural markets than in urban
markets. This is to be expected, as less populous
areas cannot support as many competitors as can
larger markets. Nevertheless, concentration levels in
rural and urban markets of comparable size were
about the same: Just as urban markets with popula-
tions of more than 100,000 were moderately concen-
trated, on average, the average rural market with
more than 100,000 residents also was moderately
concentrated. The very high average HHI for rural

markets as a group is the result of the large number of

rural counties with less than 25,000 residents; most
of these markets have only a few depository institu-
tions and thus are very highly concentrated.

The increase in local market concentration over the
past ten years is probably due in large part to the
decline in the number of thrift institutions operating
in these markets, Analyses of bank deposits only (not
reported here) do not show the increase in local
market concentration that is found when deposits at
all types of depository institution are examined.

Even the increase in local market concentration
reported here is modest relative 1o the changes at the
national and state levels. There are at Jeast three
reasons for the difference. First, most mergers have
been between firms operating primarily in different
banking markets. Such mergers increase national or
statewide concentration but not local market concen-
tration. Second, sialler banks have been able to
retain their market share and profitability in competi-
tion with larger banks in the same market. Finally,
constraints imposcd by antitrust laws have limited
increases in concentration at the Jocal level.

CONCLUSIONS

The concentration of deposits at federally insured
institutions increased considerably over the past ten
years owing to the ongoing consolidation of the
industry. The increase in concentration occurred at
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the national and state levels and, to a small extent, at
the local level. Between year-end 1984 and year-end
1994, the number of thrift institutions and the share
of deposits held by these firms declined considerably
while the share held by credit unions more than
doubled. Larger firms generally increased their share
of deposits relative to smaller firms; however, there is
some evidence that a two-ticred size distribution is
developing, with a small number of very large firms
and a large number of moderate-sized firms. The
intense merger activity of the past decade led 1o the
acquisition of a sizable percentage of all depository
institutions, even among the largest such firms.

The concentration of deposits will probably con-
tinue to increase. The recent enactment of the Riegle—
Neal Act will likely spur more and larger interstate
bank acquisitions and result in the first truly national
depository institutions in the nation’s history. The
recent trend toward increasing dominance of the
banking industry by multibank holding companies
may be reversed as these firms convert their banking
subsidiaries into branches and become one-bank
holding companies. The Congress has made some
changes to reduce distinctions between banks and
thrift institutions and is considering additional legis-
lation that would have the effect of inducing further
consolidation, Large thrifts will likely contribute to
concentration; these firms have rebounded from the
industry’s shakcout and began, in 1994, to resume
their growth.

Although the past decade has seen an increase in
the concentration of deposits at the national and state
levels, the extent of aggregate concentration of depos-
its is still much less than for many nonfinancial
industrics. A continuation of the recent small
increases in the concentration of deposits in rural and
small urban banking markets could, because of the
already-high levels of concentration in these markets,
lead to concerns about competitiveness in those mar-
kets. However, the implementation of antitrust laws
will likely limit any future increases in local market
concentration. [
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A Revision to Industrial Production
and Capacity Utilization, 1991-95

Richard D. Raddock, of the Board’s Division of

Research and Statistics, prepared this article.

The Federal Reserve’s index of industrial production
(IP) and its related measures of capacity and utiliza-
tion for January 1991 onward have been revised
(tables [.A. and 1.B). The updated indexes for total
IP and for manufacturing show slower growth for
1993 and faster growth for 1994 than was previously

[
A

Seasonally adjusted data, except as noted
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estimated. For 1995, the level of the revised produc-
tion indexes for both major aggregates are, on bal-
ance, about the same as previously reported. Capacity
growth, however, is now estimated to have been a
fraction of a percentage point higher over the period
of the revision. As a result, the rates of capacity
utilization last summer for total IP and for manufac-
turing are slightly lower than previously reported.
The updated measures continue to paint the same

[

R R

Quarter A i

Year Jan, | Feb. | Mar. | Apr. | May | June | July | Aug. | Sept. { Oct | Nov. | Dec. noue

1 J 2 L 3 i 4 | BB

Industrial production (percentage change)

3 2 0 8 -3 0 6 6 -5 3 6 6 38 30 29 30 4.4

3 -5 9 0 -3 -3 -10 5 -4 ~4 4 3 39 3 44 -2 1.5

-5 5 3 -7 N 2 -2 3 0 -5 13 ~4 2.1 L1 16 -52 0

-5 -10 ~8 3 8 L1 2 3 8 1 -1 -5 -84 1.1 6.7 20 -18

-1 6 9 Ni S -3 8 ~2 2 a 6 2 .8 1.0 31 49 34

3 4 .0 2 -5 2 6 k(] 7 .1 ) 9 37 5 32 5.5 35

4 8 .8 3 5 5 2 5 1 N 5 8 8.4 7.0 4.6 6.4 5.9

3 -1 1 -4 .0 1 A 1.1 4 —-4 . . 39 ~14 3.6 e e

Industrial production

1988 ........ 103.2 1034 1034 1043 1040 1040 1046 1052 1047 1050 1056 1063 1033 104.1 1048 1056 1044
X . 107.1 107.1 1067 1064 1053 1058 1054 1050 1054 1061 1066 1067 1055 1055 106.0

1064 1057 1065 1067 1065 1068 1068 1063 1050 1045 1060 1063 1067 1053 1060

1021 1024 1032 1043 1045 1048 1057 1058 1056 105! 103.0 1033 1050 1055 1042

1065 1073 107.8 1075 1084 1082 1084 1092 1098 1100 1057 1075 1083 1097 1077

1108 11t} 1106 1108 i114 1114 1122 1123 1131 1141 1107 1108 1117 1132 1iL5

1164 1168 117.5 1181 1184 1189 1191 1199 1205 1215 1155 175 1188 1206 1181

121.9 1214 1213 1214 1215 1229 1230 1225 ... L. 1218 1214 1225 ... .

Capacity
1988 ........ 1239 1241 1242 1244 1245 1247 1248 1250 1251 1253 1254 1255 1241 1245 1250 1254 1247
1989 ........ 1257 1289 1260 1263 1265 1267 1269 1271 1273 1275 1277 1279 1259 1265 127.1 1277 1268
1990 ........ 128.1 1283 1285 1287 1289 1291 1293 1295 1297 1299 1301 1303 1283 1289 1295 130.1 1292
1991 ........ 130.5 1307 1309 13t1 1313 1315 1317 1319 1321 1323 1325 1327 1307 1313 1319 1325 1316
1992 ........ 1329 1332 1334 1336 1339 1341 1343 1346 1348 1351 1353 1355 1332 1339 1346 1353 1342
1993 ........ 1358 1360 1363 1365 1367 137.0 137.2 1375 1377 1379 1382 1384 1360 1367 1375 1382 1371
1994 ........ 138.7 1391 1395 1398 1402 1405 1409 1413 1417 1420 1424 1428 1391 140.2 1413 1424 1408
1995 ........ 1432 1436 144.1 1445 1450 1455 1459 1464 1469 1473 .. .o 1437 1450 1464 ... e
Utilization
1988 ........ 832 833 832 838 835 834 838 842 837 838 842 846 833 836 BI9 842 837
1989 ........ 848 843 849 848 843 8319 830 833 828 823 825 829 847 843 830 826 837
1990 ........ 824 827 828 821 826 826 824 825 824 818 807 802 826 825 824 809 821
1991 ........ 797 787 780 781 786 7193 794 794 800 799 7197 792 788  78.7 796 796 792
1992 ........ 789 793 799 803 8.5 802 807 804 804 808 812 812 794 803 805 81.0 803
1993 ........ 813 815 B8l4 814 809 809 812 811 815 814 818 824 Bl4 810 812 819 814
1994 ........ 826 830 835 836 838 840 840 842 B840 844 846 851 830 838 84.1 847 839
1995 ........ 85.1 847 846 840 837 83.5 83.3 839 837 832 ... e 84.8 83.7 B8l6 ... .

Notg. Estimates from Auéus; 1995 ll;r()\}gh October 1995 are subject to
further revision in the upcoming monthly releases.

t. Annual averages of industrial production are calculated from not season-
ally adjusted indexes.



broad picture of recovery in industrial activity from  sion included revised seasonal factors, which were
the 1990 recession through 1994, followed by a slow-  calculated using the X-11 ARIMA program from
down in early 1995 (chart 1). Statistics Canada, through mid-1995, and the updat-
ing of the productivity relationships that are applied
to input-based estimates. The weights used since

PRODUCTTON . s
1992 to aggregate the series continue to be propor-

The new estimates of production incorporate addi-  tions based on value added by industries in 1992, The
tional or updated figures from several sources. Re-  production and capacity indexes continue to be
vised annual figures include the following: data from  expressed as percentages of output in 1987.

the 1992 Census of Manufactures, preliminary results Despite noticeable changes in some component

of the 1993 Annual Survey of Manufactures, physical  series, the indexes for the output of business equip-
data on mining for 1994, and data for 1994 reported  ment and durable materials continue to show the
in selected Current Industrial Reports published by  strong upward trends that emerged in 1991 (chart 2).
the Bureau of the Census. The revision also incorpo-  The sustained, exceptionally rapid growth in output
rated updated monthly source data. The downward  of high technology goods has been a major factor in
revision to [P growth for 1993 largely resulted from  these trends. The indexes for consumer durables and
incorporating the data from the Annual Survey of  construction supplies still show a substantial falloff
Manufactures (table 2). However, the inclusion of the from the beginning of 19935, although the production
new annual and monthly data produced higher esti-  of consumer durables is now estimated to have been
mates of growth for 1994, Other aspects of the revi- — at a higher level before beginning its drop. The

B Revised dina v nnencd mesu sen - ooae ny e s ndon fon maneiacteng mdisioe s 19889

Seasonally adjusted data, except as noted

. Quarter Annual
Year Jan. | Feb. | Mar. | Apr. | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. "“,
avg.
1 { 2 ( 3 [ 4
Industrial production (percentage change)
2 A 2 N -1 0 5 4 .0 .1 9 6 36 33 3.0 44 4.7
8 -9 6 2 -5 -2 -12 4 -4 -5 K] 2 4.3 -3 -53 -13 1.6
~1 9 4 -9 5 0 -3 5 -1 -6 -1.2 -5 37 2 1.0 ~55 -3
-9 -9 -9 3 7 13 3 3 1.0 Rl -2 -4 -98 1.0 8.1 25 21
1 8 9 6 6 0 8 -1 d 6 6 0 23 7.6 38 4.3 42
8 3 0 A -4 0 6 -1 9 0 8 1.1 4.6 1.2 30 6.0 39
2 9 1.0 6 6 3 4 6 2 .9 6 9 8.9 8.5 5.1 7.9 6.6
3 -2 1 -4 ~3 1 0 9 5 -3 . e 39 22 % S .
Industrial production
1988 ........ 1032 1034 1036 1043 1042 1042 1047 1051 1052 1053 1062 1068 1034 1042 1050 1061 1047
1989 ........ 107.7 1067 1073 1076 107.1 1068 1055 1060 1056 1051 1054 1056 1072 1072 1057 1054 1064
1990 ,.......1 1055 1065 1070 1060 1066 1066 1063 1069 1068 1062 1049 1044 1063 1064 1066 1051 106.1
1991 ,.......[ 1034 1025 1015 101.8 1025 1038 1042 1045 1056 1057 1055 1051 1025 1027 1048 1054 1038
1992 ,....... 1051 1059 1069 1076 1082 1081 1090 1089 1090 1097 1104 1103 1060 1080 109.0 110.1 1082
1993 ........ 1112 1S 111s 1120 1146 1116 1123 1122 1132 1132 1141 1153 1114 1117 1125 1142 1123
1994 ........ 1155 1166 1178 1185 1191 1195 1200 1207 1209 1220 122 7 1238 1166 119.0 1205 1228 1197
1995 ........1 1241 1239 1240 1235 1232 1233 1233 1245 1250 1247 Lo 1240 1233 1243 ... L.
Capagity
1988 ... 124.1 1243 1245 1247 1249 1251 1253 1255 1257 1259 1260 1262 1243 1249 1255 1260 1252
1989 ........1 1265 1267 1270 1272 1274 1277 1279 1282 1284 1287 1289 1202 1267 1274 1282 1289 1278
1990 ........ 1294 1296 1208 130.1 1303 1305 1307 1309 1312 1314 1316 1318 1296 1303 1309 1316 1306
1991 ........0 1320 1322 1325 1327 1329 1331 1333 1335 1337 1339 1342 1344 1322 1329 1335 1342 1332
1992 ........} 1346 1349 1352 1355 1357 1360 1363 1366 1368 1371 1374 1377 1349 1357 1366 1374 1361
1993 ....... .| 1380 1382 1385 1388 1391 1394 1397 1399 1402 1405 1408 1411 1382 1391 1399 1408 1395
1994 ........0 1415 1419 1423 1427 1431 1436 1440 1444 1449 1453 1457 1462 1419 1431 1444 1457 1438
1995 ........ 1466 1472 1477 1482 1487 1492 1498 1503 1509 1514 ... ... 1472 1487 1503 ... ...
Utilization
832 836 834 833 836 838 837 837 843 846 832 835 837 842 836
846 846 840 837 825 827 822 817 818 818 846 841 825 BL7 832
824 RIS 818 817 813 816 814 808 797 792 820 817 814 799 813
766 768 772 780 782 783 789 789 786 782 715 773 785 786 7180
791 794 797 795 800 798 797 800 803 801 786 796 798 RBO2 795
805 807 802 800 804 802 807 806 810 817 8.6 803 804 811 806
828 830 832 832 833 836 838 839 842 847 82.2 83.2 834 843 83.3
840 833 828 826 823 828 829 823 ... ... 843 89 87 ... ...

For noteé, see table LA,
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1. Reyvised g el wndiciva] peoducion, capacny, and

oy

widizapon, 1985 9,

" Ratio scale, 1987 production = 100

indexes for nondurable consumer goods and business

supplies, which had grown at below average rates

Revised capacity

Revised output

Earlier capacity

— 150

— 130

Percent of capacity

Revised utilization

Eacl:er ttilizayon

|

over the 1991-95 period, are now somewhat lower
and show less growth in 1993 and 1995. The cumula-
tive drop in the output of defense and space equip-
ment is about the same—about a third from early
{991 through October 1995,

Among the major industry groups, the bulk of the
revisions to the index for 1993 and 1994 were con-
centrated in manufacturing (table 3). Most notably,
the growth in output of computer and office equip-
ment was revised down sharply in 1993 and raised
significantly in 1994 and 1995. In other manufactur-
ing industries, the revision also produced some
changes: The growth in electrical machinery and in
chemicals in 1993 is now noticeably lower than pre-

viously estimated; however, the growth rates for these
industries were revised up in 1994. The small down-
ward revision to growth of total IP in 1995 reflected

sizable revisions to both mining and utilities as well
as a slight reduction in the growth in manufacturing.

CAPACITY AND UTHIZATION

The new estimates of capacity and utilization also

1985 1987 1989

NotE. Seasonally adjusted, monthly data through October 1995.

1991

1993

1995

incorporate new data as well as the revised produc-
tion indexes. The new data include preliminary sur-
vey data on manufacturing utilization rates, typically

2o Revised tace, oF prowih o ndsnoad producton, by ranjor narket group, 1991 95
. ST T o Difference between revised
1 H
Rev:sed(;ze(:‘ft)gmwm end earlier growth rates
Market group , : (percentage points)
1991 ‘ 1992 l 1993 [ 1994 1 - 1995 1991 l 1992 i 1993 { 1994 i 1995
Total index ...... e 2 4.0 32 6.6 2.0 0 0 -4 6. -2
Products, total .............. -3 4.1 2.5 5.6 1.6 -2 -2 -4 6 =5
Final products ............ 3 4.4 2.5 © 54 24 -3 -2 -3 8 -5
Consumer goods 2.7 34 1.9 41 . 10 - 2 . 0 -2 7 -4
Durable ........oooviiiiiiiiin 59 6.9 10.6 6.1 -2.5 S 4 24 10 6
Automotive products 6.7 114 14.4 7.3 24 1.4 -5 29 0 1.3
Other durable goods 5.3 32 73 4.9 -2.5 -1 9 19 1.8 0
Nondurable ...............coceoveenen, 1.8 26 -2 35 20 0 0 -9 6 -6
Equipment, total .................coeel -28 58 35 7.5 44 -8 -5 -4 1.1 -6
Business equipment .. A 8.2 59 114 6.3 ~7 ~8 ~1.0 1.8 -4
Industrial ................c0eee e -6.9 44 59 8.6 4.0 -2 9 ~1 -1 -7
Information processing and related ... 37 14.9 7.5 178 132 -8 ~1.6 -3.1 4.1 6
Transit ..o 5.8 5 .9 2.6 -2.3 -2.1 ~6 36 24 ~3.0
[0 T P -5.4 48 10.0 79 ~32 -1 -19 ~-1.8 ~2.5 ~1.2
Defense and space equipment ........... -9.3 ~5.8 ~-10 ~104 -6.6 ~-1.2 2 2.8 ~1.0 ~1.1
Intermediate products ...l ~2.2 32 2.6 6.3 -8 3 -1 ~8 0 -5
Construction supplies ..................... -36 4.0 6.0 8.0 ~2.5 .0 -3 -2 -4 -2
Business supplies .............ooeiinen. ~-1.4 2.7 6 - 83 -3 5 -1 -1.3 2 ~6
Materials ... 9 3.7 4.2 . 81 2.6 2 4] -4 6 2
Durable ... 1.5 6.2 7.2 112 4.6 6 0 -2 5 -2
Nondurable e e 4 23 23 6.9 22 -3 2 ~1.7 1.3 1.1
Energy ......... A 0 -5 L9 23 -1 1 4 1 ~1.0
Aggregates, excluding computer
and oiice equipment
Totalindex .........ooovviiiiiiiiiiin, 0 33 28 6.1 12 0 -1 ~3 3 -4
Business equipment ... ~1.2 4.8 35 86 17 ~8 -3 -3 ) -1.3

1. Growth rates are calculated as the percentage change in the seasonally
adjusted index from the fourth quarter of the previous year to the fourth quarter

of the year specified in the column heading. For 1995, the annual growth rates
are caleulated from the fourth quarter of 1994 to the third quarter of 1995,
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at the two-digit level in the Standard Industrial Clas-
sification (SIC), for the fourth quarters of {993 and
1994 from the Bureau of the Census and updated
information on physical capacity and utilization in
selected industries for 1994 and 1995 as reported
mainly by trade associations. In estimating capacity
for most manufacturing industries, the annual growth
is related to the growth in the industry’s capital
input. The estimates of capital input were revised as
a result of the inclusion of investment data from the
1993 Annual Survey of Manufactures and updated
results from the 1995 Investment Plans Survey by the
Bureau of the Census.

Industrial capacity is now estimated to have
expanded a bit faster over 1991-95. As before, sharp
increases in actual and planned investment spending
led to an estimated acceleration of capacity growth in
1994 and 1995. The annual rate of growth of indus-
trial capacity increased from 2.1 percent in 1992 and
1993 to 3.6 percent over the first three quarters of
1995. The upward revision occurred in 1994 and was
concentrated in durable goods manufacturing, nota-
bly for steel, motor vehicles and parts, and otfice and
computing equipment (table 4). Survey results sug-
gest that operating rates in the computer industry
were much lower than those previously estimated,
and given the revised estimates for production, the

toshigroand e oo s i s L e U

Index, 1987 = 100

____ Business equipment 160

— 150

1989 - 1991 1993 1995

NotE. Seasonaily adjusted, monthly data through October 1995.

lower operating rates imply that capacity growth was
much higher. Among nondurable goods, capacity
growth is now higher for textiles, apparel, and paper
products, but lower for chemicals and products.

As a result of the revisions to the production and
capacity indexes, capacity utilization—the ratio of
output to capacity—is a fraction of a percentage point
lower than the earlier estimate for the 1993-95 period
(table 5). For the third quarter of 1995, capacity
utilization in manufacturing is estimated at 82.7 per-
cent, 0.3 percentage point below the rate previously
estimated. Besides the large downward revision in
the operating rate for the computer industry, the
revisions lowered the estimates of utilization rates for
the plastics materials and the electrical machinery
industries. Within manufacturing, the downward
revision to utilization is sizable, both for durable
manufacturing and for advanced-processing indus-
tries. Among primary-processing industries, operat-
ing rates were altered little, on balance, in 1994 and
1995; upward revisions to primary metals and to
petroleum products offset downward revisions in
other categories.

The capacity growth estimate for mining revised
up a bit, and utilization was 0.8 percentage point
lower in the third quarter of 1995. The utilization
rate for utilities was raised largely because the

Index, 1987 = 100

___ Durable materials

— — 150
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North American Electric Reliability Council reported
slower growth in generating capacity. The strong
demand for electricity to operate air conditioners
during last summer’s heat wave increased the operat-
ing rate at electric utilities to a relatively high level.

MIETTHODOLOGICAT AR TS
O i REVISTON

The revision to the IP index and measures of capacity
involved some small modifications to value-added
weights, changes in series structure, and updating of
monthly data on inputs to production. The most

significant methodological change was the use of a
different method of aggregation to estimate measures
of industry capital input, which are used in estimating
capacity.

Welghiing of the Tndeveys

To combine individual series into market or industry
aggregates, the individual indexes are multiplied by
their proportionate contribution to industrial value
added in 1992. As in the revision a year ago, the 1992
Census of Manufactures and the 1992 Census of
Mineral Industries were used for measures of value

Voo Revised e of stowih i dusioal prodacdon, by veson tadusiey svonp, 1990 05

o e ovised o of ot | Difference between revised
sic Revmd(;z eonft)gmwthi and earlier growth rates
Industry group code! (percentage points)

1991 ] 1992 l 1993 ! 1994 ! 1995 1991 f 1992 [ 1993 l 1994 [ 1995
Total index .......... et et 2 4.0 32 6.6 20 0 0 -4 6 -2
Manufactusing . ......covevei i K] 4.5 37 7.6 1.6 1 -1 -5 N -1
Primary Processing .............cooeiiunene -6 40 43 10 -17 0 2 -8 6 5
Advanced pmcessigng ...................... .6 4.7 34 7.8 3.0 .0 -3 -3 7 -3
Durable .....oooevviiiiniii i .0 5.5 6.2 9.3 33 0 -3 -1 .8 0
Lumber and products .................... 2% -5 5.8 3.9 5.7 2.0 -3 -5 -1.8 16 1.0
Furniture and fixtures ................... 25 -5 4.9 5.2 73 -30 5 -6 N -7 -2.3
Stone, clay, and glass products ........... 2 -5.7 38 4.2 4.0 -1.8 L1 ~-19 -8 ~1.5 5
Primary metals ............ N kx] -3.1 1.0 1.5 9.8 -4.3 -2 -1 g 1.0 5
Ironandsteel ............... -54 1.1 9.1 83 -30 -2 -5 9 N L7
Rawsteel ,............... -85 1.6 58 6.4 4 -3 -1 -1 0 12
Nonferrous ., ....c.ooevvieen 4 9 54 11.8 -6.0 -2 6 3 14 ~1.1
Fabricated metal products -1.8 5.1 39 84 8 -4 6 -10 8 -5
Industrial machinery and equipment ...... 35 ~-1.6 104 12,9 14.9 10.7 -4 -9 -1.2 1.7 1.8
Computer and office equipment ........ 357 5.5 28.0 26.7 29.6 327 ~1 -2.6 -6.8 94 4.6
Electrical machinery .................... 36 53 9.9 8.2 177 12.5 13 ~1.5 ~4.9 12 -5
Transportation equipment .. ... .. e 37 8 29 49 32 -33 -4 6 44 a ~5
Motor vehicles and parts .............. 3 100 107 168 8.6 -34 -2 ~1.0 2.8 N 15
Autos and light trucks ....... 12.3 8.8 15.7 6.0 -39 -4 0 8 -1 2.1
Aerospace and miscellaneous .......... 37269 -6.3 4.3 -79 4.1 ~-32 -5 20 6.5 1.5 -3.8
Instruments ...........oocveein 38 0 1.0 -1.1 4.0 9 ~7 5 1.0 8 2
~ Miscellaneous . 39 3 2.1 6.0 6.2 0 -2 1.5 22 1 14
Nondurabie ... 6 32 9 55 ~6 1 0 -9 5 -2
Foods ......... o 20 9 1.6 2.6 36 12 A1 -3 5 1 -1.1
Tobacco Products ........ooevvvennviinns 21 | -11.8 56 -196 24.7 4.3 3 -4.4 —-4.1 -22 4.5
Textile mill products .................... 22 50 6.3 4.6 50 -63 -6 1.9 32 ~5 22
Apparel products ..o 23 58 9 13 4.0 -9.1 -1 9 25 1.3 6
Paper and products ................o.o0l 26 20 4 6.8 42 -2.6 2 8 -4 3 -7
Printing and publishing .................. 27 -1.9 2.3 -1.4 2.6 -Li 5 2 ~1.2 .0 4
Chemicals and products ................. 28 2 4.4 ~-1.0 7.0 14 -3 K1) 0 23 -1.0
Petroleum products ............cociens 29 -6 36 3t 0 27 4 3 6 ~4 1.6
Rubber and plastics products 30 34 8.7 6.7 104 ~1.6 2 3 ) 3 Rl
Leather and products .................... 3t —4.5 5.1 -26 32 -9.4 12 -2 22 -1.7 1.5
MiRINE ..o -1t 3 -5 12 4 0 0 3 4 -14
Metal mining ............ 10 -4 6.1 25 28 7.5 -6 3 1.8 23 -9
Coal mining ............. 12 -2.0 -5 -3.2 9.1 5 5 2 1 -1 1.1
Oil and gas extraction 13 -35 -5 -6 -7 -1.0 -2 1 3 4 -2.1
Stone and earth minerals ................... 14 4.5 4.5 29 6.4 4.8 6 ~3 2 -4 ~1.5
2.7 20 1.5 2 9.1 4 .1 4 0 ~1.1
491,3pt 1.6 1.9 9 1.8 8.4 .1 0 3 -1 ~1.1
492,3pt 7.0 2.1 39 -60 11.9 2 2 g 0 -9

Aggregates, excluding computer

and o,gice equipment

Manufecturing .......... 0 3.7 32 70 6 0 -1 -3 5 -2

1. Standard Industrial Classification.
2. Growth rates are calculated as the percentage change in the seasonally
adjusted index from the fourth quarter of the previous year to the fourth quarter

of the year specified in the column heading. For 1995, the annual growth rates
are calculated from the fourth quarter of 1994 ta the third quarter of 1995,
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added by individual manufacturing and mining indus-
tries. Value-added estimates for electric and gas utili-
ties were compiled from income and expense infor-
mation published by the Department of Energy, the
Edison Electric Institute, and the American Gas
Association.

Although the overall 1992 value-added weights
were essentially unchanged in this revision, the
weights of some series were modified to reflect small
changes to value-added data as initially reported in
the 1992 preliminary Census of Manufactures and

preliminary Census of Mineral [ndustries. In addi-
tion, weights for detailed series (typically product
series or series split according to market group)
below the four-digit SIC level were adjusted to reflect
some data on the 1992 value of product that were not
available for the 1994 revision.

This revision updates the supplementary series on
the gross value of products. The gross value series
arc derived from production indexes for products,
and they exclude materials series to avoid double
counting. Formerly in 1987 dollars, the gross value

A Revewed ricn o siovnttm capioe s b g todu ey paolg 4]
i 2 Dirtfemrrxce between révise& N
sIC Revnsed(;:;z:&)gmwth and earlier growth rates
Industry group cods! (percentage points)

1991 { 1992 [ 1993 I 1994 [ 1995 1991 [ 1992 l 1993 ] 1994 ] 1995
Total indeX ..oooovvniviiii i 1.8 2.1 2.1 3.1 3.6 -1 0 0 4 0
Manufacturing .. cvevvvrverrerieiiirecennnen,, 1.9 24 2.5 3.5 4.1 -2 0 1 5 A
Primary processing ................o.euill 1.2 14 1.5 2.2 26 0 0 1 2 4
Advanced processing .............0..000l0 2.4 29 29 4.1 4.7 =1 .0 .6 1
DUrable . ...vvvviinnn i, 23 2.5 31 4.6 5.3 -2 -1 5 9 4
Lumber and products . ... 24 0 6 12 9 1.6 3 3 .5 -6 -9
Furniture and fixtures 25 5 9 1.9 1.9 2.7 -4 -1 ~.5 -9 3
Stone, clay, and glass products ........... 32 6 7 3 9 1.4 4 2 ~7 -7 -2
Primarymetals .....................000 33 -8 ~1.2 -3 1.8 1.5 ~2 -2 3 1.2 -1.7
Ironandsteel ................coonls 3312 -1.2 ~23 ~1.0 2.3 2.0 0 0 0 1.7 -2.3
Raw steel .....oooveiieiieeniinnnn., ~1.6 -3.0 -4.2 9 9 0 -4 ~5 3.1 ~3.1
Nonferrous ...,..... 333-6,9 B 4 .5 6 1.0 ~3 ~3 5 .6 -9
Fabricated metal products .. 34 ~2 3 1.1 1.9 2.0 -6 -6 2 9 3
Industrial hinery and equipment ...... 35 5.1 4.1 58 8.7 9.9 -4 -7 1.4 3.0 3
Computer and oﬁice equipment ........ 357 14.1 14.0 18.6 249 25.0 -1.3 -1.6 4.2 9.5 34
Electrical machinery .................... 36 4.8 6.4 73 9.7 12.0 -9 -2 ~2 2 .1
Transportation equipment ................ 1.5 2.0 2.0 34 31 2 .5 1.5 1.6 3
Motor vehicles and parts ......... .- 29 38 4.5 6.6 5.8 -1 6 20 22 -1
Autos and light trucks ......... 1.0 24 2.7 5.8 39 .0 0 1.9 12 -8
Aerospace and miscellaneous -1 2 -8 -3 ~1 1 .5 8 9 7
Instruments ..........c..coceivinnn. s 12 1.3 9 9 1.0 0 A ~4 -5 -3
Miscellaneous ...l 26 48 37 39 40 11 13 5 3 22
Nondurable .. 1.8 23 1.8 2.1 2.5 1 .1 -4 -2 .1
onds ... 20 1.7 2.2 21 2.0 2.0 -2 0 ~.1 -1 -3
Tobacco produces .................. 21 2.1 -1.0 4 2.5 2.6 -1.6 -3 -6 2.0 1.0
Textile mill produc(s e 22 1.5 2.5 34 31 31 1.0 1.3 1.7 1.0 N
Apparel products ... 23 -5 2.1 25 1.0 1.0 -1 12 2.5 5 ~2
Paperand products ................. 26 2.7 23 2.2 2.1 2.6 4 4 6 3 3
Printing and publishing ............. 27 8 9 -8 1.6 23 -5 -8 ~25 5 L5
Chemicals and products ............ es 28 31 4.0 2.6 2.2 2.4 5 5 -7 -1.5 -13
Petroleum products ................ . 29 -8 -13 -5 3 5 .0 0 0 7 A
Rubber and plastics products ........ . 30 35 42 4.1 4.6 6.5 0 ~2 -3 ~1 1.5
Leather and products ,................... 3 —4.3 ~2.7 ~2.2 -2.5 -1.7 -5 -3 5 -3 1.2
Mining ......oooovviiininiiiiiicciinns -3 -1L1 ~1.0 -1 .1 0 0 4 1 2
Metal mining 10 22 25 1.7 -4 3 -1 0 0 -9 2
Coal mining ... 12 2.1 1.0 1.1 11 1.1 0 0 0 0 0
Oil and gas eXUTACHON ..vouenieens e 13 ~-1.0 ~2.1 ~1.9 -6 -6 0 0 5 0 -1
Stone and earth minerals ................... 14 -5 .5 8 L5 2.6 0 0 8 1.7 2.6
UBHEES ovveevvnnciviiinicies 1.3 1.2 6 5 .9 0 0 -5 -7 -5
Electric .. ... 4913pt 1.8 1.5 a 5 1.0 0 0 -7 ~1.0 -6
GaB Lo e 492,3pt 0 0 2 5 6 0 0 2 2 0

Aggregates, excluding computer

and office equipment

TotalindeX . .ovvvviiniiiiriiiiiiiii, 1.4 1.9 1.8 25 3.0 ~1 1 0 1 -1
Manufacturing e 1.6 2.1 2.1 2 9 3 4 0 0 .O .2 -—.1

Non Primary processing nmnui.u,tunm, mcludcs tcxlllc mlll pwductx
paper and products, industrial chemicals, synthetic materials, and fertilizers,
petroleum products, rubber and plastics products, lumber and products, primary
metals, fabricated metals, and stone, clay, and glass products. Advanced process-
ing manufacturing includes foods, tobacco products, apparel products, printing
and publishing, chemical products and other agricultural chemicals, leather and
products, furniture and fixtures, industrial and commercial machinery and

Lomputcr L(]lllpmbllt LlLb[rlCdl nmthnuy, (r.msp(m.mon cqulpmun instru-
ments, and miscellancous manutactures.

1. Standard Industriat Classification.

2. Growth rates are calculated as the percentage change in the seasonally
adjusted index from the fourth quarter of the previous year to the fourth quarter
of the year specified in the column heading, For 1995, the anmual growth rates
are calculated from the fourth guarter of 1994 to the third quarter of 1995,
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series are now expressed in 1992 dollars. The dollar
weights that are applied to individual manufacturing
series are derived from the value of products figures
from the 1992 Census of Manufactures.

. e
i ifa';',’,";‘g R

The series structure of the index of industrial produc-
tion, which now comprises 260 individual series,
remains basically the same. To improve coverage and

data for three other series were modified. With the
changes, the proportion of the IP series derived from
physical product data rises 2 percentage points, in
1992 value-added terms, to 41 percent.

Industrial organic chemicals (SIC 286), formerly
an input-based series, is now derived from quarterly
production data reported by the National Petroleum
Refiners Association. These data cover major petro-
chemicals, such as benzene, ethylene, propylene, and
styrene. The production quantity of each chemical is
multiplied by an estimate of value added per unit in

reliability, a net of five series were added and source ~ 1992.
i, §£,:w,r-.a(iu.5,<u‘, T P e I ir I N T
. . ) . Difference bétween rc\rrisedr o
Revised rate .
. and earlier growth rates
(percentage of capacity) "
Industry group cg}!(;l (percentage points)
1967-94 | 1989-90 { 1991-92 . . . 1991-92 . . .
avg. high Tow 1993:Q4 | 1994:Q4 | 1995:Q3 ow | 1993:Q4 | 1994:Q4 | 1995:Q3
Total indeX . ....ovvvviiiiiriiiiaiiaaians 81.8 84.9 78.0 81.9 84.7 83.6 0 ~4 -2 -4
Manufacturing «......vovevrieiiriinenannns 811 85.2 76.6 81.1 84.3 82.7 0 -4 -2 -3
Primary processing ..... 824 89.0 719 85.2 89.3 864 Q -6 -2 2
Advanced processing 80.5 83.5 76.1 793 - 821 8l.1 0 -4 -4 -6
78.9 84.0 73.7 80.2 83.8 826 -1 -5 -7 -7
83.0 91.1 76.1 86.4 90.6 88.0 -3 -4.0 2.1 -7
81.5 84.7 72.2 81.7 86.0 82.9 12 1.8 2.1 Ll
78.0 83.8 71.0 78.4 80.8 78.8 -5 ~1.0 -1.8 ~1.3
80.3 928 74.2 88.4 95.3 91.3 2 4 1 1.6
80.0 95.7 72.0 90.1 94.9 90.9 -1 1 -9 L1
79.6 89.9 71.5 90.6 955 95.4 1 3 ~2.7 3
Nonferrous 81.1 88.5 75.2 86.2 95.8 90.7 2 .6 1.2 L1
Fabricated metal products 34 712 82.0 71.3 79.7 84.8 84.5 -4 .1 ~1 -1
Industrial machinery and equipment ... 35 80.6 84.0 71.8 82.5 87.2 87.6 -7 -2.4 -3.7 -2.9
Computer and office equipment ..... 357 80.2 80.0 64.5 79.5 82.5 85.6 -1 -7.1 -1.7 ~8.3
Electrical machinery ................. 36 | 803 84.2 770 81.6 87.7 87.6 1.5 ~2.8 -2.2 -2.6
Transportation equipment ............. 74.8 84.4 69.7 714 71.3 73.8 -5 1.8 1.2 N
Motor vehicles and parts ...... . 76.0 85.1 56.6 83.6 85.1 79.7 -1.0 -8 -2.1 -1.0
Autos and light trucks? ..... L 89.1 556 85.0 852 80.8 =21 -1.4 ~2.4 -4
Aerospace and miscellaneous . . 749 88.4 75.6 704 67.8 66,2 1.2 49 52 30
INSIUMENLE .. .vvveeeenreenaes §1.8 80.8 76.4 75.6 78.0 78.5 -3 9 1.9 28
Miscellaneous ............c..o0vieuns 75.1 79.8 721 74.1 75.8 734 -8 3 2 -4
Nondurable 834 86.7 80.3 82.0 84.7 82.8 -1 -4 A 0
Foods ......oouts 20 | 822 833 80.8 81.6 829 823 3 6 N 0
Tobacco products ...... 21 1 908 1024 76.7 711 86.5 86.3 -4 —4.5 -9.0 ~19
Textile mill products ................. 22| 861 92.1 78.8 88.9 90.5 84.3 ~1 4 -9 3
Apparel products ........ 23 | 809 82.3 75.0 78.9 81.3 74.8 ~1 -2 3 6
Paper and products 26| 89.8 94.6 86.7 91.9 93.8 90.1 2 -6 -6 ~13
Printing and publishing ............... 271 860 90.4 789 81.2 82.0 79.9 N 25 2.2 1.5
Chemicals and products ......... 28 | 79.9 85.5 78.5 771 80.7 80.1 -4 -3.6 -7 -6
Petroleum products ............. 29 | 854 91.4 84.6 93.0 92.7 94.1 9 1.2 2 1.2
Rubber and plastics products 30 84.1 90.5 78.0 88.8 93.7 88.0 -4 1.4 1.8 8
Leather and products ................. 31 82.0 84.9 76.0 85.4 84.8 79.5 13 3.1 1.9 18
. (T 87.6 89.5 85.6 88.1 89.3 89.5 -1 0 3 -8
Metal mining . 10} 785 88.8 80.0 86.4 84.4 88.6 -6 13 40 3.6
Coal mining ........... 12 | 867 93.5 82.6 80.2 86.6 86.2 3 7 7 1.4
Qil and gas extraction 13 88.4 90.7 86.0 90.3 90.2 90.0 R -2 3 ~11
Stone and earth minerals ............. 14 ] 843 90.0 79.4 86.2 90.3 91.6 0 -5 24 -53
86.5 92.6 83.1 87.3 87.1 92.2 -1 9 14 1.2
491,3pt | 88.5 94.8 844 88.3 89.5 94.3 -4 9 1.7 15
4923pt | 823 85.5 71.2 83.6 78.2 84.7 -2 7 6 1
Aggregates, excluding computer
and office equipment
Total index . ... 8L.5 85.0 783 81.9 84.7 83.5 0 -2 0 -2
Manufacturing . 80.7 85.3 769 81.0 84.2 824 0 -4 -2 -3

Note. The “high” columns refer to periods in which utilization generally
peaked; the “low” columns refer to recession years in which utilization gener-
ally bottomed out. The monthly highs and lows are specitic to each series, and
all did not occur in the same month,

{. Standard Industrial Classification

2. Series begins in 1977,
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Before the current revision, three unpublished
series represented service industry machines
(SIC 358). As part of the revision, six individual IP
series, four of which are new, were used to construct
a new aggregate index for the industry’s largest four-
digit component, heating and refrigeration equipment
(SIC 3585). The following new series were added to
the existing series on room air conditioners and uni-
tary air conditioners: (1) an estimate of air condition-
ers for motor vehicles that uses motor vehicle assem-
blies as a monthly indicator and that is based on the
annual output in units reported by the Census Bureau;
(2) an index for warm air furnaces based on data in
units reported by the Gas Appliance Manutfacturers
Association; (3) an estimate of commercial heating
and cooling equipment developed from annual output
in units reported by the Census Bureau; and (4) an
estimate of compressors, condensers, and other parts
for heating and cooling equipment (including home
appliances) based on unit output of the assembled
equipment.

The plumbing and heating products group
(SIC 343), which had been covered by onc input-
based series, has been split into three series. The first
is plumbing fixtares (SIC 3431,2), which is based on
monthly kilowatt hours. The other two series cover
SIC 3433: (1) boilers, unit heaters, and furnaces,
except warm air, a series based on units reported by
the Gas Appliance Manufacturers Association, and
(2) burners and parts for boilers, water heaters, and
furnaces, a series based on source data for related IP
indexes.

The monthly series on household audio and video
equipment (SIC 3651) is now based solely on units
of direct-view color television sets, with screens
that measure at least 19 inches, as reported by the
Electronic Industries Association, less comparable
imports. Monochromatic TVs and smaller color TVs
are no longer produced in the United States.

Formerly, the output of carpets (SIC 227) was
represented by two series based on shipments of
woven and tufted carpets. Because the Carpet and
Rug Institute has discontinued issuing data on woven
carpets, this small series has becn dropped. In the
revised IP index, the carpet industry is now repre-
sented by only production of tufted carpets, which
accounts for the bulk of carpet output.

New Monthly Daia and Seasonal Faciors
in the Production indexes

Series based on input measures arc used to estimate
monthly production indexes for more than half of

industrial production. These measures, either monthly
production worker hours or kilowatt-hours of elec-
tricity consumed by industry, were revised in three
main ways. First, the monthly production worker
hours data were revised by the Bureau of Labor
Statistics to reflect the benchmarking of monthly
employment data to the number of employees cov-
ered by unemployment insurance in March 1994, As
a result of the benchmarking, employment in manu-
facturing rose and employment in mining declined
slightly. Second, as part of a major revision of the
clectric power data collected by the Federal Reserve,
revised kilowatt-hour data on the sales of electric
power to industries since 1990 have been introduced
in this revision. The new estimates more accurately
account for cogeneration and are benchmarked to
electric power use reported in the Census and Annual
Survey of Manufactures. After the completion of
review and documentation, the revised electric power
series back to 1972 will be published in a supplement
to the Federal Reserve’s statistical release G.L7
“Industrial Production and Capacity Utilization.”
Third, new productivity tactors were applied to input
data since 1991, based on productivity trends derived
from annual input and output data.

Monthly physical output measures in tons, barrels,
and so on were also updated. In many cases, the
monthly product data are not comprehensive and may
cover only part of the output of an industry. In such
instances, the updated monthly product data are
adjusted to annual levels based on more comprehen-
sive annual indexes of output, such as those provided
by the Bureau of the Census and the Bureau of
Mines.

Seasonal factors based on the X-11 ARIMA model
were calculated through mid-1995. When appropri-
ate, the original observations are modified before
applying the X-[1 program so that abrupt changes
due to business cycles or other causes do not distort
the factors. Moreover, each of the main types of
monthly data involves some custom handling. For
example, physical product data are expressed as daily
averages before seasonal adjustment to adjust for the
different numbers of working days per week in differ-
ent industries.

Seasonal adjustment of the scries for production
worker hours—the product of employment and the
length of the workweek—requires some special treat-
ment because the monthly BLS employment survey
covers only the pay period that includes the twelfth of
the month. Two special kinds of preadjustments are
made before using X-11 ARIMA. The length of the
workweek is affected by holidays that fall within the
survey period because overtime hours are typically
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reduced. Thus an adjustment to the workweek is
made when a holiday such as Easter or Labor Day
falls in the survey week. Adjustments are also made
to account for the interval between surveys, which
may be either four or five weeks. The size of the
interval adjustment tends to be larger at times when
monthly movements in the unadjusted hours series
are particularly large.

Seasonal factors for the electric power data were
reestimated on the basis of data through March 1995.
In estimating the seasonal factors for the revised
kilowatt-hour series, the original observations were
initially modified to remove abrupt changes that
might distort the factors. The modified series were
then seasonally adjusted by the X-11 ARIMA pro-
gram. After the first adjustment, the seasonal factors
for individual series within two-digit SIC groups
were pooled to more efficiently estimate common
seasonal patterns. The seasonal factors for individual
series resulting from the joint seasonal estimation
technique exhibit reduced sensitivity to random
shocks and are less prone to revision when new data
are added.!

Frvised Futfruios of Srnivagngl o i sy

The revised capacity indexes, which are designed to
accompany the production indexes, incorporate the
new [P indexes as well as updated measures of
capital input and the latest utilization rates from
various sources. The latest Census survey of manu-
facturing plant utilization, a major source of new
data, provided preliminary utilization rates through
1993 and 1994, mainly at the two-digit SIC level. For
those industries that provide utilization rates as well
as output and capacity data expressed in physical
units, the data were updated for such items as raw
steel, copper, plastics resins, automobiles and light
truck assembly, and generation of electricity.

As a first step in estimating the capacity indexes,
preliminary end-of-year indexes of industrial capac-
ity (IC) are calculated by dividing a production index
(IP) by a utilization rate obtained from a survey (Uy)
for that end-of-year period. Thus /Cy = IF,/U ;. These
preliminary indexes are indirect, or implied, esti-
mates of capacity and are expressed, like the indexes
of industrial production, as percentages of production
in a base year, currently 1987. Each implied capacity

. Eric J. Bartelsman and William P. Cleveland, ‘“Joint Seasonal
Adjustment of Economic Time Series,” Finance and Heonomics Dis-
cussion Series No. 93-28 (August 1993), Board of Governors of the
Federal Reserve System, Washington, D.C.

index number is an estimate of sustainable potential
output expressed as a percentage of output in 1987
and gives the general level and trend of capacity.?

The annual movements of the preliminary capacity
indexes are then adjusted to give consideration to
alternative indicators of annual capacity change;
these alternatives include capacity data in physical
units and estimates of capital input. In general, the
adjusted estimates of capacity are the fitted values
from regressions that recalibrate the physical capac-
ity or capital input estimates to the trend growth path
of the preliminary implied capacities:

(Ic; = IP,/US’,);‘

In this revision, the capital measures used to calcu-
late many series on manufacturing capacity have
been reconfigured. As before, estimates are made of
each industry’s real net capital stock of a diverse set
of assets. These real net capital stocks continue to be
estimated by the perpetual inventory method. Ele-
ments included in these estimations are (1) time
series of investments in new equipment and struc-
tures by three-digit manufacturing industries; (2) cor-
responding decompositions of the annual investments
into twenty-nine asset types; (3) asset-type deflators
and service lives; and (4) estimates of losses in
capital efficiency because of discards and economic
decay as assets age.?

2. For a discussion of the calculation of the utilization rates pub-
lished by the Federal Reserve, see the appendix in Richard D. Rad-
dock, 'Recent Developments in Industrial Capacity and Utilization,”
Federal Reserve Bulletin, vol. 76 (June 1990), pp. 424-35.

3. The fitted values from a regression of the equation below give an
estimate of the difference in the trends of the implied capacity and the
annual capacity indicator.

log(IC/K)) = a + ?hif,(t) +e,
where
IC, = implied capacity index in period ¢
K, = annual capacity indicator
J;() = specified functions of time
a, b; = parameters to be estimated
¢, = Crror term.
The refined capacity estimates are taken to be the annual capacity
indicators multiplied by the antilogarithms of the fitted values from
the equation.
4. M.F. Mohr and C.E. Gilbert, “Capital Stock Estimates for Manu-
facturing Industries: Methods and Data” (Industrial Output Section,

Division of Research and Statistics, Board of Governors of the Fed-
eral Reserve System, December 1995, unpublished).
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Data Avallability

Current data are published monthly in the Federal
Reserve’s statistical release G.17 “Industrial Production |
and Capacity Utilization.” The release as well as disk- |
ettes containing either historical data (through 1985) or
more recent data (1986 through those most recently pub-
lished in the G.17 statistical release) are available from |
Publications Services, Board of Governors of the Federal '
Reserve System, Washington, DC 20551 (202-452-3245). |
Files containing the revised data and the text and tables
from the current release are also available through the
Economic Bulletin Board of the Department of Com-
merce; for information call 202-482-1986.

A document with printed tables of the revised esti-
mates of series shown in the G.17 release is also avail-
able on written request to the Industrial Qutput Section,
Mail Stop 82, Division of Research and Statistics, Board
of Governors of the Federal Reserve System, Washing-
ton, DC 20551, ;

Revisions to the growth in the constant-dollar net
capital stocks for the different assets since 1990 are
the result of incorporating new data from several
sources. The data used were current-dollar expendi-
tures on new capital, by industry, {rom the revised
1992 Census of Manutactures and the preliminary
1993 Annual Survey of Manufactures; revised esti-
mates by the Bureau of Liconomic Analysis of both
current-dollar new investment and related price defla-

tors, by asset type, for 1994 through the second
quarter of 1995; and revised estimates of 1995 invest-
ment by manufacturing industries in new plant and
equipment from the latest Investment Plans Survey.
Taken together, this new information led to lower
estimates of the growth of the real capital stock over
1993-94 and about the same rate of growth in 1995
as previously indicated.

Formerly, the real net stocks of specific assets,
such as computers, metalworking machinery, and
industrial buildings, were simply summed to obtain
an industry’s total net capital stock. In this revision, a
different method of aggregation was used to estimate
industry capital input. The new capital input mea-
sures, which are calculated using a Tornqvist index
number formula, weight growth rates in the net stocks
of individual assets by an estimate of that asset’s
share of the aggregate marginal product of the indus-
try’s capital.® Following standard practice, asset-
specific rental prices were constructed and used to
approximate the profile of each asset’s marginal prod-
uct over time, Ll

5. This mcthod is similar to the one used by the Bureau of Labor
Statistics to calculate multifactor productivity. The BLS capital input
measures are documented in appendix C of Trends in Multifuctor
Productivity, 1948-81, Bulletin 2178 (U.S. Department of Labor,
Bureau of Labor Statistics, 1983). For an carly application of this
method, see L.R. Christensen and D.W. Jorgenson, “The Meuasure-
ment of U.S. Real Capital Input, 1929-67," Review of Income and
Wealth, Series 15 (December 1969), pp. 293-320.
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Staft Studies

The stuff members of the Bourd of Governors of the
Federal Reserve System and of the Federal Reserve
Banks undertuke studies that cover a wide range of
economic and financial subjects. From time to time
the studies that are of general interest are published
in the Staff Studies series and summarized in the
Federal Reserve Bulletin. The analyses and con-
clusions set forth are those of the authors and do not

STUDY SUMMARY

necessarily indicate concurrence by the Board of
Governors, by the Federal Reserve Banks, or by
members of their staffs.

Single copies of the full text of each study are
available without charge. The titles available are
shown under “Staff Studies” in the list of Federal
Reserve Board publications at the back of each
Bulletin.

THE ECONOMICS OF THE PRIVATE EQUITY MARKET

George W. Fenn, Nellie Liang, and Stephen Prowse

The private equity market has become an important
source of funds for start-up firms, private middle-
market firms, firms in financial distress, and public
firms seeking buyout financing. Between 1980 and
1994, the amount of private equity outstanding rose
from less than $5 billion to $100 billion. Despite the
market’s extraordinary growth and its importance to
many types of firms, it has reccived little attention in
the financial press or the academic literature,

This study examines the economic foundations of
the private equity market and discusses in detail the
market’s organizational structure. Drawing on pub-
licly available data and extensive fieldwork, it de-
scribes the major issuers, intermediaries, investors,
and agents in the market and their interactions with
each other. It examines the reasons for the market’s
explosive growth over the past fifteen years and
highlights the main characteristics of that growth.
Finally, the study provides data on returns to private
equity investors and analyzes the major secular and
cyclical influences on returns.

The study emphasizes two major themes. One is
that the growth of private equity is a classic example
of the way organizational innovation, aided by regu-
latory and tax changes, can ignite activity in a par-
ticular market. In this case, the innovation was the
widespread adoption of the limited partnership. Until
the late 1970s, private equity investments were under-
taken mainly by wealthy families, industrial corpora-

tions, and financial institutions that invested directly
in issuing firms. Much of the investment since 1980,
by contrast, has been undertaken by professional
private equity managers on behalf of institutional
investors. The vehicle for organizing this activity is
the limited partnership, with the institutional inves-
tors serving as limited partners and investment man-
agers as general partners.

The emergence of the limited partnership as the
dominant form of intermediary is a result of the
extreme information asymmetries and potential in-
centive problems that arise in the private equity mar-
ket. The specific advantages of limited partnerships
are rooted in the ways in which they address these
problems. The general partners specialize in finding,
structuring, and managing equity investments in
closely held private companies. Because they are
among the largest and most active shareholders, part-
nerships have significant means of exercising both
formal and informal control, and thus they are able to
direct companies to serve the interests of their share-
holders. At the same time, partnerships use organiza-
tional and contractual mechanisms to align the inter-
ests of the general and limited partners.

The second theme of the study is that the growth of
the private equity market has expanded access to
outside equity capital for both classic start-up compa-
nies and established private companies. Some observ-
ers have characterized the growth of non-venture
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private equity as a shift away from traditional venture
capital. They attribute the shift of investment funds to
several factors, including the presence of large insti-
tutional investors that do not want to invest in small
funds or small deals, a change in the culture of
private equity firms, and a decline in venture opportu-
nities. Although these factors may have played a role,
the argument that non-venture private equity has
driven out venture capital seems insupportable, as

both types of investment have grown rapidly. We
argue that the increase in non-venture private equity
investment has been due principally to an abundance
of profitable investment opportunities. Moreover, the
available data on returns on private equity invest-
ments indicate that during the 1980s, non-venture
investing generated higher returns than did venture
investing, suggesting that private equity capital has
flowed to its most productive uses. Ll
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Industrial Production and Capacity Utilization

for November 1995

Released for publication December [4

Industrial production rose 0.2 percent in November
after having fallen 0.3 percent in October. The strike
at a major aircraft producer reduced the growth rate
for total output about 0.2 percentage point in October
and about 0.1 percentage point in November; the
effects of the strike were concentrated in business
equipment and in durable goods materials. In Novem-

Industrial production indexes
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ber, small gains in production occurred in consumer
goods, equipment, and materials. At 122.8 percent of
its 1987 average, industrial production in November
was 1.9 percent higher than it was in November
1994. Capacity utilization edged down about 0.1 per-
centage point, to 83.1 percent.

When analyzed by market group, the data show
that among consumer goods, the output of durables
rose 1.0 percent as light truck production rebounded
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All series are seasonally adjusted. Latest senes, November. Capucity is an index of potential industrial production.
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Industrial production and capacity utilization, November 1995

Category 1995
Aug.’ \ Sept.” \ Oct.*

Total ... 122.7 122.9 122.5

Previous estimate ... 122.9 123.0 122.5

Mdajor market groups

Products, total?. ... 119.2 119.4 118.7
Consumer goods ... 1159 1159 115.4
Business equipment . 157.5 158.3 156.8
Coustruction supplies 107.0 108.8 108.5

Materials. ... 128.1 128.3 128.4

Major industry groups

Manufacturing ... 124.2 1249 124.7
Durable ............. 133.2 134.5 133.8
Nondurable ......... 114.3 1143 [14.5

Mining ................ 100.0 100.0 98.9

Utilities ............... 128.8 123.1 122.5

Average, Tow, High,
1967- 94 1982 1988- 89

Total ..o 82.0 71.8 84.9

Previous estimate .....................

Manufacturing ... 81.3 70.0 85.2
Advanced processing ............... 80.7 71.4 83.5
Primary processing ................. 82.5 66.8 89.0

Mining ... 87.4 80.6 86.5

Utilities ................... . .. .. .. 86.7 76.2 92.6

Industrial production, index, 1987 = 100

Percentage change

19951 Nov. 1994

: - - - to

J Nov.? Aug.” | Sept.” | Qct.* ‘ Now.» Nov. 1995

122.8 L0 2 -3 2 1.9
1.1 .1 -4

119.0 1.0 2 -5 2 1.3
115.8 1.1 ki3 -4 3 8
157.6 1.1 5 -1.0 S 49
108.0 -3 1.8 -3 -5 -
128.7 1.0 2 1 3 2.8
1249 Ni .0 -2 2 1.7
134.3 1.3 1.0 -5 4 37
114.4 0 A0 2 -2 -7
98.8 -8 A -1.2 0 -1.1
124.1 5.0 -4.5 -4 1.3 6.3

e Hizati e Memo

Capacity utilization, percent Capacity,
- - per-

1994 1995 contage

change,

-1 - - - - - - Nov. 1994
o - o . ta

Nov. Aug. ' Sept. I Oct. ’ Nov,! Nov, 1995
84.6 83.8 83.7 83.2 83.4 3.8

83.9 83.7 83.2

84.2 82.6 82.8 82.3 82.2 4.3
82.1 81.2 81.1 80.7 80.5 4.8
89.1 86.1 86.8 86.4 86.0 28
89.2 89.2 89.3 88.2 88.2 B
87.0 95.3 90.9 90.5 91.5 1.0

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

and appliance output increased. The production of
nondurable consumier goods increased 0.2 percent,
reflecting a weather-related jump in utility output for
residential use; in other categories of this sector,
production again was little changed, held down by
continuing weakness in the output of clothing. The
production of business equipment increased 0.5 per-
cent, led by another substantial rise in the output of
information processing equipment, particularly com-
puters. The production of industrial equipment, which
had eased in September and October, picked up. The
decline in the output of transit cquipment mainly
reflected a further strike-related loss in aircraft and
parts. The production of construction supplies
declined on average about 0.4 percent in the past two
months, reversing about half the sharp gain in Sep-
tember. Materials output rose 0.3 percent, held down
by weakness in nondurable materials, mainly paper.
The production of durables materials rose 0.5 per-
cent, led by gains in the output of parts for the
high-technology industrics. The output of energy

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

materials rosc noticeably as a weather-related
increase in utility production and an increase in crude
oil output more than offset another sharp decline in
coal mining.

When analyzed by industry group, the data show
that manufacturing output rose 0.2 percent after hav-
ing dipped the same amount in October. The produc-
tion of durables increased 0.4 percent, boosted by
another large gain in the output of industrial machin-
ery and computer equipment; the only significant
decline among the major industries was in the strike-
affected aerospace industry. The output of nondurable
goods remained sluggish overall because of ongoing
weakness in paper, apparel, and textiles; over the past
few months, only chemicals and rubber and plastic
products have, on balance, posted noticeable gains.
In mining, output was flat, while production at utili-
ties rose in response to the unusually cold weather.

The utilization rate in manufacturing eased 0.1 per-
centage point in November, to 82.2 percent. Utiliza-
tion rates declined a bit in both the primary- and
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advanced-processing industries. Among the primary-
processing industries, the drop in utilization was
concentrated in paper and in lumber. Among the
advanced-processing industries, the utilization rate in
aerospace and miscellaneous transportation equip-
ment fell sharply; changes in most other industries
were relatively small. Since the beginning of 1995,
utilization rates for most manufacturing industries
have eased with the exception of industrial machin-
ery and computer equipment. In mining, the utiliza-
tion rate was unchanged in November, while the
operating rates at utilities moved higher at both elec-
tric and gas plants.

NOTICE

An annual revision to the measures of industrial
production, capacity, and capacity utilization was
published on November 30, 1995. The revisions to
the production indexes begin with January 1991 and
incorporate updated figures from the 1992 Census of
Manufactures, new results from the 1993 Annual
Survey of Manufactures, more comprehensive physi-
cal data on mining and utilities for 1994, and updated
monthly source data, seasonal factors, and productiv-
ity relationships.

The revision to capacity and utilization reflects the
revised production indexes and the incorporation of
preliminary results of the Census Bureau’s 1994 Sur-
vey of Plant Capacity, updated manufacturing capital
stocks, and new data on physical capacity and utiliza-
tion for selected industries. The estimates of capital
stocks incorporate data on manufacturing investment
in 1993 from the Annual Survey of Manufactures as
well as investment plans for 1994 and 1995 reported
in the Census Bureau’s Investment Plans Survey.

Diskettes containing either historical data (through
1985) or more recent data (1986 to those most
recently published in the G.17 statistical release) are
available from Publications Services, Board of Gov-
ernors of the Federal Reserve System, Washington,
DC 20551 (202-452-3245). Files containing the re-
vised data and the text and tables from this release
are also available through the Economic Bulletin
Board of the Department of Commerce; for informa-
tion, call 202-482-1986.

A document with printed tables of the revised
estimates of series shown in the G.17 release is
available upon written request to the Industrial Out-
put Section, Mail Stop 82, Division of Research and
Statistics, Board of Governors of the Federal Reserve
System, Washington, DC 20551.
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Statements to the Congress

Statement by Alun Greenspan, Chairman, Board of

Governors of the Federal Reserve System, before the
Committee on Banking, Housing, and Urban Affairs,
US. Senate, November 27, 1995

I appreciate the opportunity to discuss with you today
the issues raised by the recent events relating to the
U.S. operations of Daiwa Bank and to provide you
with our preliminary conclusions on these issues. |
believe the basic facts arc known and need not be
recounted in detail. A short chronology is provided in
an attachment, and [ will briefly summarize the key
events.! Of course, | would be pleased to answer, to
the extent that | can, any questions that you might
wish to ask regarding thesc events.

Very briefly, as background, on September 18,
1995, Daiwa Bank met with a Federal Reserve repre-
sentative and reported that Daiwa’s New York branch
had incurred losses of $1.1 billion from trading
activities undertaken by Toshihide Iguchi, a branch
official, over a period of eleven years. These losses
were not reflected in the books and records of the
bank or in its financial statements, and their cxistence
was concealed through liquidations of securities held
in the bank’s custody accounts and falsification of its
custody records. Although Daiwa indicates that its
senior management learned about these trading losses
in July, they concealed the losses from U.S. banking
regulators for almost two months thereafter. More-
over, they directed Mr. Iguchi (o continue transac-
tions during the two-month period that avoided the
disclosure of the losses.

We understand that some officials at the Japanese
Ministry of Finance were informed in early August
about Daiwa’s losses. They did not instruct Daiwa to
inform the U.S. authorities; nor did they themselves
do so. This lapse on the part of the Ministry of
Finance is regrettable because open communication
and close cooperation among supervisory authorities
are essential to the maintenance of the integrity of the
international financial system. Finance Minister Take-
mura has acknowledged the ministry’s failure in this
regard and has pledged that in the future the ministry
will promptly and appropriately contact U.S. authori-

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

ties on such matters of U.S. interest. We have been
assured that the ministry is taking steps to implement
this pledge. In addition, we have been pleased that
once the Daiwa problem was disclosed, the Japanese
authorities have fully cooperated with U.S. super-
visors in dealing with the consequences.

On October 9, Daiwa also announced that its sepa-
rate federally insured bank subsidiary in New York
had incurred losses of approximately $97 million as a
result of trading activitics, at least some of them
unauthorized, between 1984 and 1987. These losses
should have been reflected in the books and records
and financial statements of the subsidiary but were
not. Instead, the losses were concealed from federal
and state regulatory authorities through a device that
transferred the losses to offshore atfiliates, apparently
with the knowledge of senior management.

On October 2, 1995, the New York Superintendent
of Banks and the Federal Deposit Insurance Corpora-
tion (FDIC), together with the Federal Reserve
Board, issued cease-and-desist orders against Daiwa
requiring a virtual cessation of trading activities in
the United States. On November 2, Daiwa was
indicted on federal criminal charges. At the same
time, the Federal Reserve, the FDIC, the New York
Superintendent, and a number of other state banking
authorities jointly issued consent orders under which
Daiwa must terminate its banking operations in the
United States by February 1996.

This matter has troubling implications for supervi-
sion and regulation in a world of multinational bank-
ing and increasing interrelationships of financial sys-
tems. Not only were bank employees able to conceal
massive losses over an extended period of time, but
senior management of Daiwa also took steps to con-
ceal the events in question from U.S. regulatory
authorities. This is particularly disturbing given that
it would obviously have been in the best interest of
both the bank and its management to have dealt with
the problems openly and in compliance with host
country regulations and operational standards.

The action taken by the Federal Reserve and the
other regulatory authorities in terminating the U.S.
operations of Daiwa was quite stern, particularly
given that no US. depositor or U.S. counterparty
ultimately lost any money. We, however, were united
in the belief that this supervisory response was neces-
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sary because actions such as Daiwa’s carry the threat
of significant damage to a major asset of our nation—
the integrity of our financial system.

Trust is a principle of central importance to all
effective financial systems, Our system is strong and
vibrant in large part because we demand that finan-
cial institutions participating in our markets operate
with integrity and that any information made avail-
able to depositors and investors be accurate. When
confidence in the integrity of a financial institution is
shaken or its commitment to the honest conduct of
business is in doubt, public trust erodes and the entire
system is weakened.

The need to trust other participants is essential in a
complex marketplace. For example, on the basis of
trust, counterparties typically trade millions of dollars
on an oral commitment that may not be formalized
for hours. A breach of that trust by failure to honor
such commitments—presumably because markets
turn adverse—would inevitably lead to an institution
being drummed out of the marketplace. No set of
statutes can ensure the effective functioning of a
market if a critical mass of financial counterparties is
deemed untrustworthy. Any risk that counterparties
will not honor their obligations will be reflected in a
widening of bid-ask spreads, a reduction in liquidity
and, as a consequence, a less efficient financial sys-
tem. Consequently, actions such as 1 have recounted
in the Daiwa case cannot be tolerated. The potential
cost to our financial system and hence to our econ-
omy is too large.

What is true for the financial system in general is
particularly true for the supervision of financial insti-
tutions. Indeed, the whole system of supervision pro-
ceeds upon the basis of trust, whether in terms of the
veracity of representations or reports filed by man-
agement or transparency with regard to any material
developments aftecting the financial condition of the
institution. Supervisors need to trust the ability of
bank management to carry out their duties in a
responsible and honest manner with adherence to
systems and operational controls designed to ensure
the safe and sound conduct of business.

This is not to say that supervision can be based
solely on trust. Supervisors must test a bank and its
management in its compliance with law and sound
business practice. This is, after all, one reason for the
conduct of on-site examinations. An appropriate bal-
ance, however, must be struck between a supervisor’s
reliance on the institution’s systems and management
to function properly and the need to verify that its
systems are being appropriately implemented and
that management is addressing any significant prob-
lems. Without reliance on trust, an army of perma-

nent resident examiners would be necessary to assure
that the operations of a bank are conducted in a
manner that is sate and sound and otherwise consis-
tent with the requirements of law. Such an approach
to supervision clearly would be counterproductive to
the desired support of a vibrant, innovative banking
system. For a supervisor to become a bank’s internal
auditor would either stifle the independence of man-
agement in the bank or create an unacceptably adver-
sarial supervisory process.

In this context, we have sought to review the
examinations in question in an effort to determine
whether the supervision of Daiwa should have pro-
ceeded on a different basis and how such problems,
to the extent that it is feasible, might be avoided in
the future. Accordingly, we have reviewed the steps
taken to implement the authority vested in the Fed-
eral Reserve Board in December 1991 in the Foreign
Bank Supervision Enhancement Act (FBSEA) with
regard to the examination and supervision of the
operations of foreign banks in the United States. We
have carefully reviewed the examination reports and
other relevant documents that are presently available
to scek to determine what, if anything, could or
should have been done ditferently that might have
brought to light the events in question at an earlier
date.

A review of the Federal Reserve’s three examina-
tions of Daiwa’s New York branch in the period
between 1992 and 1994 indicates that the examiners
identified and instructed management to address a
number of internal control weaknesses at the branch.
Specifically, when the examiners learned that a single
person, Mr. Iguchi, was responsible for both securi-
ties trading and custody operations and some related
back office functions, branch management was told
that his duties should be separated. The examiners
explored whether Mr. lguchi was able to use his
position as overseer of the custody account to gain
improper advantage in carrying out the bank’s own
trading activities. The examiners, however, did not
focus on the possibility that this breakdown in inter-
nal controls had the potential for the misappropria-
tion of customer and bank funds.

The Federal Reserve accepted statements by
branch management that the basic internal control
problems, which in retrospect helped Mr. Iguchi to
carry out his illegal activities, had been corrected.
Obviously, the examiners and their supervisors did
not at the time believe that employees of Daiwa’s
New York branch would be engaged in criminal
activities.

With the benefit of hindsight, there were some
clues that were missed in the examination of Daiwa.



With a more robust follow-up, the problem might
have been found sooner. Our examinations were con-
ducted after the passage of FBSEA in the context of a
rapid buildup of examination stafl in 1992 and 1993
to meet our new responsibilities under that act. It is
possible that we had not yet developed adequate
experience to implement our new responsibilities.
The Federal Reserve was still in the process of devel-
oping improved examination procedures and assess-
ment systems (including, as 1 discuss below, an
improved supervisory program, rating system, and
examination manual). This was being done, follow-
ing enactment of the legislation, to ensure that the
U.S. banking opcrations of forecign banks arc super-
vised with the same attention to safety and soundness
issues as are domestic banks. Nonetheless, the bot-
tom line is that we did not succeed in uncarthing
Daiwa’s transgressions where we might have. Hope-
fully, this event will stiften our resolve.

While internal controls have long been a focus of
examinations, the growth in bauk trading activities in
the early 1990s also led to Federal Reserve initiatives
to enhance our cxamination of trading activitics. A
number of these examination procedures address the
nced to have a proper separation of duties between
the front office and the back oflice, as well as effec-
tive audit procedures. In the aftermath of Barings and
Daiwa, our supervisory sensitivitics have been
heightened to the potential magnitude of the risks
associated with a combination of trading and back
oftice functions. Barings contirmed the importance of
the increasing emphasis the Federal Reserve’s super-
visory staff had been placing upon the review of
foreign bank’s internal controls and risk management
systems. The circumstances of the Daiwa case rein-
force the need to pay close atiention to thesc arcas
during examinations and to take heed of potential red
flags that might suggest the possibility of rogue em-
ployees or a breakdown of internal controls. Both
cases demonstrate the need, once serious deficiencies
in internal controls are identified, to ensure that rele-
vant books and records are reconciled and verified in
an cxpeditious and thorough manner.

In the past two years, the Federal Reserve has
implemented a number of initiatives that address
these concerns. The Federal Reserve, together with
the state banking departients and other federal regu-
lators, has worked to coordinate better and enhance
further the supervision of the U.S. activities of for-
eign banks. To that end, we have developed a new
supervisory program for the U.S. operations of for-
eign banks. One important aspect ol this program is
to ensure that the information available to the U.S.
supervisors is utilized and disseminated in a logical,
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uniform, and timely manner. The program was for-
mally adopted earlicr this year, and the implementa-
tion phase is now under way.

The new supervisory program also cmphasizes
enhanced contacts between U.S. supervisors and the
home country supervisors of foreign banks. This case
and the effect that it has had on Daiwa’s activitics,
both in the United States and abroad, illustrate that
problems of a bank in one market ultimately will
affect its operations globally, including in its home
country. In the end, there will be a mutuality of
interest between home and host country supervisors
that underscores the need for effective communica-
tion and increased cooperation. In this regard,
although there were delays in the disclosure of
Daiwa’s problems to the U.S. authorities, once the
matter was disclosed there was effective cooperation
among U.S. and Japanese regulatory authorities in
dealing with the consequences in an orderly man-
ner that avoided losses to customers and systemnic
disruption.

I believe that, like ourselves, supervisors through-
out the world recognize that more needs to be done to
ensure better coordination and timely communication
of material information. The Basle Commitiee on
Banking Supervision has emphasized the importance
of such international cooperation through issuance of
international standards for supervision of multina-
tional banking organizations and is discussing ways
to broaden turther and strengthen lines of communi-
cation. We will support those efforts and will con-
tinue our own initiatives to improve communication
with foreign supervisors under the new supervisory
program.

The Federal Reserve has also committed extensive
resources over the past few years to enhancing the
supervisory tools available to examiners and financial
analysts to improve further our supervision of the
U.S. operations of foreign banks. In 1994, the federal
and state banking supervisory agencies adopted a
new uniform examination rating system for U.S.
branches and agencies of foreign banks that places
higher priority on the effectiveness of risk manage-
ment processes and operational controls. The new
rating system, commonly referred to as the ROCA
system, focuses on the following elements: Risk man-
agement, Operational controls, Compliance with U.S.
laws and regulations, and Asset quality. The first
three of these components evaluate the major activi-
ties or processes of a branch or agency that may raise
supervisory concerns. The ROCA system will direct
examiners’ attention to the combination of front- and
back-oftice duties, such as occurred in Daiwa, as a
significant flaw in internal controls.
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Another new sapervisory tool is the Examination
Manual for the US. Branches and Agencies of For-
eign Banking Organizations. The Federal Reserve, in
cooperation with state and other federal banking
agencies, has developed the manual for conducting
individual examinations of the US. branches and
agencies of foreign banks. The manual serves as a
primary, comprehensive reference source for exami-
nation guidelines and procedures and is beneficial to
both new and experienced examiners. The manual is
also being widely used as a reference tool by the
foreign banking community in the United States to
improve its own internal systems of controls.

In addition, in 1994, the Federal Reserve adopted a
new Trading Activities Manual. Although the manual
has been dcveloped primarily for U.S. commercial
banks, it also applies to the U.S. branches and agen-
cies of foreign banks, many of which are actively
engaged in transactions involving trading activities.
This manual includes detailed examination proce-
dures for evaluating controls in trading activities and
emphasizes the importance of separation of duties in
a trading operation such as Daiwa’s,

The Federal Reserve has also taken steps to
enhance training of examiners. For example, we have
developed an internal controls school that was
designed initially for examiners of branches and
agencies of foreign banks and expanded to meet the
needs ol other examiners. We are also initiating a
comprehensive capital markets examiner training
program covering risk assessment, trading exposure
management, and advanced derivative products. This
program addresscs skill nceds at a variety of levels
and utilizes instructors from the financial sector to
supply expertise to train our examiners in these spe-
cialized areas.

Even given the new supervisory program and tools
as well as our heightened sensitivity to possible red
flags, no system of supervision will uncover all fraud.
As the Board stated in 1991 in support of FBSEA,
fraud is very hard for any regulatory authority to
detect, especially when bank employees actively con-
spire to prevent official scrutiny. But if, after the
fraud is discovered, swift and stern corrective action
is taken by the supervisory authorities, financial insti-
tutions will hopefully recognize that deception pays
no dividend. The FBSEA legislation was designed to
minimize the potential for itlegal activitics by estab-
lishing uniform standards for entry by ftoreign banks,
and, if illegal activities are suspected, to provide as
many regulatory and supervisory tools as possible to
investigate and enforce compliance. The Daiwa mat-
ter illustrates that the 1991 legislation provided the
appropriate remedial tools to address serious failures
to comply with law and regulation.

I believe that there are valuable lessons to be
learned by bankers and supervisors from this unfortu-
nate case. The loss of more than $1 billion suffered
by Daiwa and the catastrophic losses suffered by
Barings in Singapore becausc of a rogue trader illus-
trate the enormity of the damage that can be incurred
by global trading banks when internal control sys-
tems are less than adequate. These losses and the
institutional injury incurred are far greater than the
losses banks have encountered trom their authorized
proprietary risk-taking positions. The lesson force-
fully taught by these cases is that management must
pay as much attention to such seemingly mundanc
tasks as back-oftice settlement and internal audit
functions as to the more exotic high-technology front-
end trading systems. Banks that neglect making the
requisite investments in these areas do so at their
peril. While the adequacy of internal controls has
long been a point of major emphasis of supervisors,
these recent events reinforce the need for supervisors
to pursue rigorously the expeditious correction of
internal control deficiencies in financial institutions.
Moreover, in an era of mergers and aggressive cost
control, supervisors must clearly emphasize to bank
officials that key control and processing arcas in
banks must remain fully statfed by competent and
experienced personnel.

Looking more broadly at the supervisory system
and its functions within the international banking
system, 1 would like to conclude by discussing a few
general points that are raised by this case. No super-
visory system can, nor should endeavor to, stop all
losses. Any system that attempted to be fail-sate
would impose intolerable costs on the public and the
banking industry and almost certainly would stifle
legitimate financial innovation. Moreover, in any
supervisory regime, the ultimate responsibility for the
protection of a privately owned bank must rest with
the top management of the bank and its directors.
After all, it is in their long-term interest to operate the
bank in a safe and sound manner and to obey the law.
Supervisors must, to some extent, rely on this mutual-
ity of interest in performing their tasks. While good
examiners are not naive and do not expect bankers to
bare their souls, normally they must rely on a basic
trust that they will not be deceived as they raise
issues through successive layers of management. An
assumption that most bankers arc truthtul should
remain the rule, not the exception. However, when a
bank has shown through repeated actions that it
cannot be trusted, even at the highest levels of the
corporation, supervisors should resort to extraor-
dinary regulatory measures.

In such circumstances, the Congress has provided
the supervisors with what I believe to be a full and



appropriate range of powers, including cease-and-
desist authority, civil money penalties, and, in the
case of foreign banks, the authority to terminate their
U.S. operations. This episode demonstrates that the
supervisors will use these powers when, through a
pattern of unacceptable behavior, the basic bond of
trust that needs (o exist between banks and their
regulators is irreparably broken. However, if our fur-
ther review of the events in question suggests addi-
tional authority is needed, we will of course convey
that view to this committee.

We are considering a number ot initiatives that
may be implenented at an administrative level, espe-
cially with respect o internal and external audit
standards. For examiple, we are preseatly reviewing
our general policies in this arca to determine the

Statement by Alan Greenspan, Chairman, Board of

Governors of the I'ederal Reserve System, before the
Subcommittee on lelecommunications and Finance,
Committee on Commerce, US. House of Representa-
tives, November 30, 1995

Thank you for this opportunity to present the views
of the Federal Reserve Board on securities margin
requirements. The Board commends the subcommit-
tee for its willingness to reconsider the public policy
objectives of margin regulation and to consider
amendments to the relevant statutes. Today, T shall
present the Board’s views on the objectives of Fed-
cral Reserve margin regulation and the need for statu-
tory amendments o promote those objectives. As |
shall discuss, the Board has concluded that federal
oversight of sceurities credit is appropriate as part of
comprehensive systems of oversight of” safety and
soundness of certain lenders- broker—dealers and
bauks. However, the Board is not convinced that the
existing statutes authorizing federal Reserve margin
regulations—-section 7 and subsection 8(a) of the
Securitics Exchange Act of 1934— cltectively serve
the purposes that apparently motivated their passage.
Consequently, as it has for many years, the Board
continues to believe that self regulatory organiza-
tionis should be given greater responsibility for iar-
gin regulation, Repeal of sections 7 and 8(a) of the
Sccurities and ixchange Act ol 1934 would lcave
federal oversight of sccurities credit extensions by
broker—dealers to sceurities regulators, including self-
regulatory organizations (SROs). It would also allow
banking regulators to develop aun approach to pruden-
tial oversight of securities credit extensions by banks

Statements to the Congress 35

extent to which more specitic guidance can be given
to examiners for purposcs of ¢valuating the adequacy
of audit coverage. Consideration also will be given to
requiring targeted external audits in banking institu-
tions, whether foreign or domestic, when deficiencies
in operations or councerns over the adequacy of
internal audit have not been addressed.

Clearly, we also need to fully implement our
enhanced supervisory program in an cxpeditious
manner. In doing so, the Federal Reserve will be
reviewing the Daiwa case, Barings, and other major
international banking events to identify further spe-
cific improvements to the supervisory process as it
applies to both forcign and U.S. banks, as well as our
existing statutory authority, We will report to the
Congress on the conclusions of our review.

that is more compatible with their overall system for
overseeing bank safety and soundness,

We  understand  that  implementation  of  this
approach raises many important issues that would
take some time to resolve. The Securitics and
Exchange Commission (SEC) has expressed con-
cerns about the interplay of margin with other finan-
cial responsibility rules for broker—dealets, compe-
tition between market participants, the solvency of
financial institutions, and systemic issues. We look
forward o working with the SEC and with other
members of the Working Group on Finaucial Markets
to determine what other regulatory changes would be
necessitated by repeal of sections 7 and 8(a). In
addition, the SROs would need to work with the SEC
to modity their margin rules, a process that likely
would take some time. Therefore, if the Congress
decides to repeal sections 7 and 8(a), it may wish to
consider delaying the cffective date of such action.

OBJECTIVES OF MARGIN REGUIATION

As I noted, the statutory basis for federal margin
regulation is contained in the Securitics Exchange
Act of 1934, which gives the Federal Reserve Board
the authority to regulate margins—-that is, the mini-
mum downpayments or, equivalently, the maximum
collateral values for loans- -on all sccuritics other
than governmem securitics and other “exempted”
securities. Reflecting views that were widely held
when the 1934 act was passed, the Congress appar-
ently intended this margin regulation to achieve three
main objectives: (1) o constrain the diversion of
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credit from productive uses in commerce, industry,
and agriculture to “speculation” in the stock market;
(2) to protect unsophisticated investors from using
margin credit to establish excessively risky positions;
and (3) to forestall excessive fluctuations in stock
prices.

The Board believes that experience and regulatory
changes during the six decades since the passage of
the 1934 act support the conclusion that margin regu-
lation is not the best way to achieve those objectives.
Concerns about a diversion of credit, which appar-
ently weighed most heavily in 1934, were exagger-
ated. It is now widely recognized that the use of
credit to finance securities does not materially reduce
the amount of credit available for other uses. The
borrowed tunds do not disappear; rather, they are
transterred to the seller, who reinvests the proceeds.

Customer protection concerns today are more reli-
ably addressed by other regulations and policies
applicable to the issuance and distribution of securi-
ties and to the conduct ot broker—dealers. These
include disclosure requirements, sales practices rules,
and investor education ctforts such as those recently
initiated by the SEC.

Finally, the view that the cxisting margin statutes
are necessary to control stock price volatility is not
supported by empirical evidence that has accumu-
lated since 1934. Numerous statistical studies of the
relationship between margins and stock price volatil-
ity have been conducted, and the preponderance of
that evidence suggests that changes in margins have
not affected price volatility in any measurable way.
To be sure, e¢xperience with the effects of changes in
securities margin requirements is both limited and
dated (initial margin requirements on equitics have
changed only about twenty times since 1934 and
have not changed at all since 1974). But the view that
changes in margin requirements do not affect asset
price volatility is also supported by numerous studies
of exchange-traded futures and options, including
contracts on equities and equity indexes.

The Federal Reserve Board also has doubts about
the eftectiveness of margin regulation for achieving
the purposes of sections 7 and 8(a) of the 1934 act.
The underlying assumption is that the ability of inves-
tors to leverage can be restricted by regulating mar-
gins on loans collateralized by securitics. Although in
1934 many investors may have had no other means of
borrowing funds to invest in securities, today inves-
tors have many alternatives. With these alternatives
available, margin requirements cannot effectively
limit leverage.

In the Federal Reserve Board’s view, federal over-
sight of sccurities credit makes sense only as part of

broader systems to ensure the safety and soundness
of financial institutions such as broker—dealers and
banks. Safety and soundness oversight necessarily
must address all sources of risk to those institutions.
When such institutions make loans against collateral
in the form of securities, the margin required is an
important element in the risks they face and, as such,
is an appropriate object of prudential supervision and
regulation.

As 1 shall discuss later, however, the most effective
approach to prudential oversight of securities credit
depends on the nature of the overall satety and sound-
ness regime applied to the financial institution.
Indeed, there are several regulatory models for
achieving satety and soundness—all potentially
effective. U.S. authorities take quite different
approaches to ensuring the safety and soundness of
broker—dealers and banks, for example. Different
approaches to oversight of securities credit may well
be desirable. In any event, the best approaches to
prudential oversight do not appear compatible with
the statutory framework of sections 7 and 8(a) of the
1934 act, which, as | have noted carlier, was designed
for entirely different purposes.

THE MARGIN PROVISIONS O HR.2131

The Board has evaluated the margin provisions of the
Capital Markets Deregulation and Liberalization Act
of 1995 (H.R.2131) against the view that the objec-
tive of margin oversight should be the safety and
soundness of financial institutions subject to compre-
hensive prudential oversight. H.R.2131 would repeal
section 8(a) of the 1934 act and amend section 7
substantially. The Board believes that repeal of sec-
tion 8(a) is consistent with satety and soundness but
has difficulty reconciling the amendments to scc-
tion 7 with that objective.

Section 8(a) restricts broker-dealers from borrow-
ing from lenders other than broker—dealers and banks
when using exchange-listed equity securities as col-
lateral. Removal of these financing constraints would
promote the safety and soundness of broker—dealers
by permitting more financing alternatives and hence
more effective liquidity management.

Scction 7 is the section that provides the Board
with authority to regulate securities credit. Among
the amendments to the section contained in
H.R.2131, the Board views the restrictions on the
authority of SROs to impose margin requirements on
their members as fundamentally inconsistent with
prudential objectives. The inclusion of these provi-
sions in the bill evidently reflects dissatistaction by
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some firms with their SRO’s administration of mar-
gin requirements on debt instrumients traded in the
over-the-counter markets. 1 there have been prob-
lems in this arca, those problems should be resolved
by the members of the SROs, il necessary with the
assistance of the SEC. The Board does not believe
that the solution to these problems is to abandon the
principle of self-regulation of broker—dealers.
Although we support a lowering of regulatory bur-
dens in general, the Board finds it difficult to support
the various exclusions from margin regulation that
the bill would provide. These proposed exclusions

would appear 1o reflect a view that the objective of

margin regulation should be customer protection, an
objective that I have indicated the Board believes is
tar more effectively addressed through other regula-
tions and initiatives.

Ultimately, the Board has concluded that, because
section 7 was originally enacted for completely dit-
ferent purposes, margin regulation cannot be success-
fully reoriented toward prudential objectives through
amendments to that statute. Although regulatory bur-
dens associated with the statute could be reduced
through amendments, the residual framework would
continue to impose compliance costs and would not
effectively serve any public policy purpose.

AN ALTERNATIVE, APPROACH
TO MARGIN REFORM

Instead, the Board believes that the safety and sound-
ness objective that is appropriate for margin over-
sight could best be achicved by repealing both sec-
tion 7 and subsection 8(a) of the 1934 act. 1 have
already discussed the case for repeal of subsection
8(a). Repeal of section 7 would promote safety and
soundness by leaving responsibility for oversight of
securities credit to those entities responsible for com-
prehensive oversight of financial institutions. Specifi-
cally, securities credit extended by broker—dealers
would be overseen by the SEC and their respective
SROs. Securities credit extended by banks would be
supervised by their respective primary banking regu-
lators. Extensions of securities credit by other entities
would be subject to federal oversight only if their
overall safety and soundness is subject to such
oversight.

In the case of broker—dealers, the Federal Reserve
Board sees no public policy purpose in it being
involved in overseeing their securities credit exten-
sions. The SROs and the SEC are much more likely
to develop an oversight regime that is most consistent
with their overall approach. The Board has already

incorporated SRO rules into its margin regulations
for some debt instruments and sccuritics options.
Whenever possible, the SROs have set margin
requirements that better reflect the credit risks to
lenders than the uniform and arbitrary initial require-
ments that currently apply to equitics. The Board
would expect that if the SROs were given responsibil-
ity for initial margins on equities, they would replace
the existing requirements with more risk-sensitive
standards. The self-interest of the SROs in the safety
and soundness of their members and the integrity of
their markets should ensure that such changes are
consistent with safety and soundness. If these incen-
tives proved inadequate, the SEC would have the
authority to enforce changes in SRO oversight.

Just as oversight of the safety and soundness of
SROs is best left to the SROs and the SEC, prudential
oversight of banks is best left to the respective bank-
ing regulators, [f section 7 were repealed, the Board
would expect to work with the other federal banking
regulators to develop a framework for the oversight
of bank securities credit that is consistent with the
overall framework of banking supervision and regula-
tion. From its perspective as a banking regulator, the
Board sees existing margin regulations under sec-
tions 7 and 8(a) as an anomaly, reflecting the non-
prudential purposes underlying the existing margin
statutes and regulations. These margin regulations
involve a regulatory assignment of a maximum col-
lateral value (or, equivalently, a minimum loan-to-
value ratio) for securities. Banks make far larger
volumes of real estate loans and auto loans than
securities loans. But, except in limited instances
required by statute, banking regulators do not regu-
late collateral values (or, equivalently, loan-to-value
ratios) for such assets. Banking regulators typically
leave such judgments to bank management and scek,
through general policy guidance and on-site review
of loans, to ensure that the banks’ judgments arc
consistent with safety and soundness.

Given the opportunity, we would urge banking
regulators to take a similar approach to the supervi-
sion and regulation of loans against securities collat-
eral. General guidance on prudential considerations
with respect to such lending might be provided in the
form of a supervisory policy statement. Examiners
could then ensure that lending decisions by banks
were consistent with those prudential considerations.
This approach would allow banks discretion in set-
ting collateral requirements to take account of factors
such as the price volatility and market liquidity of the
securities, the time period allowed for borrowers to
eliminate collateral deficiencies, and the general credit-
worthiness of the borrower.
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The Board sees no compelling public policy reason
for federal oversight of sccurities credit extended by
lenders that are not subject to comprehensive federal
safety and soundness oversight. In any event, with
the exception ot loans involving employee stock
ownership plans (ESOPs), securities credit exten-
sions by lenders other than broker—dealers and banks
currently are negligible (most recent data show credit
extensions by such lenders totaled just over $400 mil-
lion). Credit extensions that are part of ESOPs have
already been exemptced from most requirements of
margin regulations, including minimum initial mar-
gins. Other lenders have been important in the past,
but generally only when margin requirements have
been set higher than currently and well above levels
necessary for prudential reasons. It brokcer—dealers
and banks are not required to set margins at levels
higher than necessary for safety and soundness, it
seems unlikely that other lenders would again play a
prominent role.

Some may argue that the approach to margin regu-
lation that the Board is advocating would not provide
a level playing field for all providers of securitics
credit. It is not clear how relevant an issue that would
be, if so. The Board does not believe that competitive
equity requires that an identical oversight regime be
applied to all players in a marketplace, provided
competition from whatever source cnsures adequate
customer choice. Banks and broker—dealers already
compete effectively with one another in a wide range
of markets, including markets for credit secured by
government securities, despite fundamental ditfer-
ences in approaches to prudential oversight of the
two types of entities. In any event, the Board would
expect that the repeal of section 7 would over time
lead both the SROs and the banking regulators to
adopt more flexible and more compatible approaches
to prudential oversight of credit extensions collateral-
ized by securities.

With respect to competition from other lenders,
as 1 have argued, such competition is unlikely to

be serious if securities and banking regulators do
not handicap broker—dealers and banks by requir-
ing margin levels higher than necessary for safety
and soundness. More fundamentally, the Board is
concerned by the implications of a view that the
notion of a level playing field requires federal over-
sight of all providers of services that compete with
services provided by regulated financial institutions.
So long as we have a limited safety net for banking
institutions, there will inevitably be some disparities
in the competitive environment for financial institu-
tions. However, we believe that their impact on over-
all competition is minor and that the endeavor to
rectify them is far more costly than any perceived
benefits.

In conclusion, the Board believes that the primary
objective of federal oversight of securities credit
should be the safety and soundness of institutions,
such as broker—dealers and banks, which are subject
to comprehensive prudential regulation. Subsequent
experience, analysis, and regulatory and market
developments support the conclusion that section 7
and subsection 8(a) of the 1934 act may not effec-
tively serve the purposes for which they were origi-
nally enacted. Repeal of these sections would leave
federal oversight of securitics credit extensions by
broker-dealers to their SROs and the SEC and would
allow banking regulators to develop an approach to
oversight of bank securities credit that is more com-
patible with their overall approach to bank safety and
soundness.

The Board looks forward to working with the SEC
and other members of the Working Group on Finan-
cial Markets to determine what other regulatory
changes would be necessitated by repeal of sections 7
and 8(a), If the Congress decides to repeal sections 7
and 8(a), it may wish to consider delaying the effec-
tive date of such action to allow time for such inter-
agency discussions and time for the SROs to modity
their margin rules. (]
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Announcements

APPOINTMENTS OF CHAIRMEN AND DEPUTY
CHAIRMEN OF THE FEDERAL RESERVE BANKS

The Federal Reserve Board announced on Novem-
ber 21, 1995, the appointments of Chairmen and
Deputy Chairmen of the twelve Federal Reserve
Banks for 1996.

Each Reserve Bank has a Board of Directors of
nine members. The Board of Governors in Washing-
ton appoints three of these directors and designates
one of its appointees as Chairman and a second as
Deputy Chairman.

Following are the names of the Chairmen and
Deputy Chairmen appointed by the Board for 1996:

Boston

Jerome H. Grossman, Chairman of the Outcomes and
Health Services Research and Development Center,
Boston, renamed Chairman.

William C. Brainard, Professor of Economics and
Chairman of the Department of Economics,
Yale University, New Haven, Connecticut,
renamed Deputy Chairman.

New York

John C. Whitehead, Chairman, AEA lnvestors Inc.,
New York City, Chairman.

Thomas W. Jones, President and Chief Operating Officer,
Teachers Insurance and Annuity Association—
College Retirement Equities Fund, New York City,
Deputy Chairman.

Philadelphia

Donald J. Kennedy, Business Manager, International
Brotherhood of Electrical Workers, Local Union
No. 269, Trenton, Chairman.

Joan Carter, President and Chief Operating Officer,
UM Holdings Ltd., Haddontield, New Jersey,
Deputy Chairman.

Cleveland

A. William Reynolds, Chiet Executive, Old Mill Group,
Hudson, Ohio, renamed Chairman.

G. Watts Humphrey, Jr., President, GWH Holdings, Inc.,
Pittsburgh, renamed Deputy Chairman.

Richmond
Claudine B. Malone, President, Financial & Management
Consulting Inc., McLean, Virginia, Chairman.

Robert L. Strickland, Chairman, Lowe’s Companies, Inc.,
Winston-Salem, North Carolina, Deputy Chairman.

Atlanta

Hugh M. Brown, President and Chief Executive Officer,
BAMSI, Inc., Titusville, Florida, Chairman.

Daniel E. Sweat, Ir., Program Director, The America
Project, Atlanta, Deputy Chairman.

Chicago

Robert M. Healey, Member, Illinois State Labor Relations
Board, Chicago, renamed Chairman.

Lester H. McKeever, Jr., Managing Partner, Washington,
Pittman & McKeever, Chicago, Deputy Chairman.

St. Louis

John FE. McDonnell, Chairman, McDonnell Douglas Corp.,
St. Louis, Chairman.

Susan S. Elliott, President, Systems Service Enterprises,
Inc., St. Louis, Deputy Chairman.

Minneapolis

Jean D. Kinsey, Professor, Consumption and Consumer
Economics, Department of Applied Economics,
University of Minnesota, St. Paul, Chairman.

David A. Koch, Chairman and Chief Executive Officer,
Graco, Inc., Golden Valley, Minnesota, Deputy
Chairman.

Kansas City

Herman Cain, Chairman and Chief Executive Officer,
Godfather’s Pizza, Inc., Omaha, renamed Chairman.

A. Drue Jennings, Chairman, President, and Chief
Executive Officer, Kansas City Power and Light
Company, Kansas City, renamed Deputy
Chairman.

Dallas

Cece Smith, General Partner, Phillips—Smith Specialty
Retail Group, Dallas, renamed Chairman.

Roger R. Hemminghaus, Chairman, President, and Chief
Executive Officer, Diamond Shamrock, Inc.,
San Antonio, renamed Deputy Chairman.

San Francisco

Judith M. Runstad, Partner, Foster Pepper and Shefelman,
Seattle, renamed Chairman.

James A. Vohs, Chairman Emeritus, Kaiser Foundation
Health Plan, Inc., and Kaiser Foundation Hospitals,
QOakland, renamed Deputy Chairman.



40 Federal Reserve Bulletin [ January 1996

ISSUANCE OF A REPORT ON PUBLIC
DISCLOSURE OF INTERNATIONAL TRADING AND
DERIVATIVES ACTIVITIES BY BANKS AND
SECURITIES FIRMS

A joint report on the public disclosure of trading and
derivatives activities of banks and securities firms
worldwide has been issued by the Basle Committee
on Banking Supervision and the Technical Commit-
tee of the International Organisation of Securities
Commissions (I0SCO).

This joint report provides an overview of the dis-
closures about trading and derivatives activities in the
1994 annual reports of a sample of the largest, inter-
nationally active banks and securities firms in the
Group of Ten countries and also notes improvements
since 1993. The analysis builds, in part, on a frame-
work used by the Federal Reserve in analyzing the
trading and derivatives disclosures of major U.S.
banking organizations.

The sample that was reviewed comprised seventy-
nine institutions, in total, representing more than
$12 trillion in total assets and more than $62 trillion
in notional amounts of derivative instruments.

The analysis revealed that there have been general
improvements as well as significant voluntary inno-
vations in the annual report disclosures of a number
of large, internationally active banks and securities
firms. However, despite encouraging advances in dis-
closure practices by a number of institutions in the
G-10 countries, many institutions continued to dis-
close very little about their trading and derivatives
activities.

In addition, the report makes recommendations for
further improvements in disclosures of qualitative
and quantitative information about institutions’ in-
volvement in trading and derivatives activities,
including their risk exposures and risk management
policies, and the effect of these activities on earnings.

The report’s recommendations draw on concepts
developed in the Discussion Paper on Public Disclo-
sure of Market and Credit Risks by Financial Inter-
mediaries teleased by the Euro-currency Standing
Committee of the G-10 central banks in September
1994 and in the joint report of the Basle Committee
and the 1OSCO Technical Committee, Framework
Jor Supervisory Information About the Derivatives
Activities of Banks and Securities Firms, issued in
May 1995.

The joint report, including an executive summary,
is available on request from Publications Services,
Mail Stop 127, Board of Governors of the Federal
Reserve System, Washington, DC 20551.

AVAILABILITY OF NEW FEE SCHEDULES
FOR SERVICES PROVIDED BY THE FEDERAL
RESERVE BANKS

The Federal Reserve Board announced on Novem-
ber 3, 1995, the 1996 fee schedules for services
provided by the Federal Reserve Banks. The fees
became effective January 2, 1996.

The fees apply to the check, automated clearing-
house, funds transfer and net settlement, book-entry
securities, noncash collection, and special cash ser-
vices, as well as electronic connections to the Federal
Reserve. The 1996 fees are available from the
Reserve Banks.

In 1996, total costs for priced services, including
float, a portion of special project costs, and the pri-
vate sector adjustment factor (PSAF), are projected to
be $749.3 million. Total revenue is projected to be
$791.6 million, resulting in net income of $42.3 mil-
lion, compared with a targeted return on equity of
$36.7 million.

At the same time, the Board has approved the 1996
PSAF for Reserve Bank priced services of $85.8 mil-
lion, a decrease of $8.9 million, or 9.4 percent com-
pared with the 1995 PSAF of $94.7 million.

The PSAF is an allowance for the taxes and other
imputed costs that would have been paid and the
return on capital that would have been earned had the
Federal Reserve’s priced services been provided by a
private business firm.

A DECREASE IN THE NET TRANSACTION
ACCOUNTS TO WHICH A 3 PERCENT RESERVE
REQUIREMENT WILL APPLY IN 1996

The Federal Reserve Board on November 16, 1995,
announced a decrease from $54.0 million to
$52.0 million in the net transaction accounts to which
a 3 percent reserve requirement will apply in 1996.

The Board also changed from $4.2 million to
$4.3 million the amount of reservable liabilities of
each depository institution that is subject to a reserve
requirement of O percent.

Additionally, the Board increased the deposit cut-
off levels that are used in conjunction with the
exemption level to determine the frequency and detail
of deposit reporting required for each institution from
$55.4 million to $57.0 million for nonexempt deposi-
tory institutions and from $45.1 million to $46.4 mil-
lion for exempt depository institutions.

The effective date of these actions was Decem-
ber 19, 1995.
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PROPOSED ACTION

The Federal Reserve Board on November 22, 1995,
requested public comment on a proposed definition
of “capital stock and surplus” for purposes of sec-
tion 23A of the Federal Reserve Act. Comments were
requested by January 2, 1996.

PUBLICATION OF THE
ANNUAL STATISTICAL DIGEST, 1994

The Annual Statistical Digest, 1994 is now available.
This one-year Digest is designed as a compact
source of economic, and especially financial, data.
The Digest provides a single source of historical
continuations of the statistics carried regularly in
the Federal Reserve Bulletin.

This issue of the Digest covers only 1994 unless
data were revised for earlier years, It serves to main-
tain the historical series first published in Banking
and Monetary Statistics, 1941-1970, and the Digest

tor 1970-79, for 1980-89, and yearly issues. A Con-
cordance of Statistics will be included with all orders.
The Concordance provides a guide to tables that
cover the same material in the current and the previ-
ous single-year issues of the Digest, the ten-year
Digest for 1980-89, and the Bulletin.

Copies of the Digesr at $25.00 cach are available
from Publications Services, Mail Stop 127, Board of
Governors of the Federal Reserve System, Washing-
ton, DC 20551.

BULLETIN TABLE: ERRATA

In table 2 of “Credit Risk and the Provision of
Mortgages to Lower Income and Minority Homebuy-
ers,” Federal Reserve Bulletin, vol. 81 (November
1995), p. 999, some of the data in the “Total” col-
umns were incorrect, The corrected data, shown in
bold below, in most cases differ only slightly from
the published data and in no case affect the conclu-
sions in the text.

2. Mortgage loans, grouped by size and distributed by type of holder and use of insurance, (994

HA-eligible
Type of holder and !HA cligible .
insurance status Nuatber L Percent
GOVERNMENT INSURED
FHA .o 367,397 24.1
VA 104,591 6.9
WITriouT MORTGAGE INSURANCE
Originators’
Depository institution ........................ 357,450 23.5
Independent mortgage company .............. 31,881 2.1
Purchasers
Fanuie Mae or Freddie Mac .................. 258,606 17.0
Bank or savings association not aftiliated
with a mortgage originator . .............. 14,777 1.0
Other? ... 101,969 6.7
Affiliate, from an independent mortgauge
COMPANY .+ .ot 13,537 9
Affiliate, from a depository institution or its
subsidiary ... 47,566 31
WiTH PRIVATE MORTGAGE INSURANCE
Originators!
Depository institution ........... ... ... 56,583 37
Independent mortgage company .............. 8,360 5
Purchasers
Fannie Mae or Freddie Mac ................., 111,988 73
A bank or savings association not afitliated
with a mortgage originator . ,............. 5,056 3
Other2 ......oov i 24,365 1.6
Afliliate, from an independent mortgage
COMPANY ..t iriiieeiiaineernen, 2,763 2
Aftiliate, from a depository institation or its
subsidiary ... ..o 17,365 1.1
Total? oo 1,524,254 100

GSEOQ-eligibic Jumbo Totut
Number Percent Number Percent Number Percent
25,656 4.4 258 2 393,311 17.3
50,183 8.7 188 A 154,962 6.8
126,382 219 68,919 40.1 552,751 24.3
12,769 22 6,849 4.0 51,499 23
135,623 23.5 3,961 2.3 398,190 17.5
9,437 1.6 5,083 3.0 29,297 L3
44,836 7.8 44,663 26.0 191,468 84
4,455 8 7,451 4.3 25,443 L1
22,221 39 12,579 7.3 82,366 36
34,610 6.0 8,075 4.7 99,268 44
5,523 1.0 1,187 7 15,070 7
70,152 12.2 680 4 182,820 8.0
4,081 N 1,130 7 10,267 5
17,887 3.1 7,689 4.5 49,941 2.2
2,155 4 749 4 5,667 2
11,061 1.9 2,283 1.3 30,709 1.4
577,031 100 171,744 100 2,273,029 100

NoTr, See general note to table 1.

1. Covers mortgages originated in 1994 and not sold to a secondary market
purchaser in that year.

2. Life insurance companies, pension funds, and other private-sector
purchasers.

3. Totals differ from totals in table 1 hecause, for a tew loans, status of
purchaser was not repotted.
Source. 1994 HMDA data and PMI data from FFIEC.
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Minutes of the

Federal Open Market Committee Meeting
Held on September 26, 1995

A meeting of the Federal Open Market Committee
was held in the offices of the Board ot Governors of
the Federal Reserve System in Washington, D.C., on
Tuesday, September 26, 1995, at 9:00 a.m.

Present:
Mr. Greenspan, Chairman
Mr. Mc¢Donough, Vice Chairman
Mr. Blinder
Mr. Hoenig
Mr. Kelley
Mr. Lindsey
Mr. Melzer
Ms. Minchan
Mr. Moskow
Ms. Phillips
Ms. Yellen

Messrs. Boehne, Jordan, McTeer, and Stf:rn,
Alternate Members of the Federal Open
Market Committee

Messrs. Broaddus, Forrestal, and Parry, Presidents
of the Federal Rescrve Banks of Richmond,
Atlanta, and San Francisco respectively

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

Mr. Coyne, Assistant Secretary

Mr. Gillum, Assistant Secretary

Mr. Mattingly, General Counsel
Mr. Prell, Economist

Mr. Truman, Fconomist

Messrs. Davis, Dewald, Hunter, Lindsey, Mishkin,
Slifman, and Stockton, Associate Economists

Mr. Fisher, Manager, System Open Market Account

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

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

Mr. Madigan, Associate Director, Division of
Monetary Affairs, Board of Governors

Mr. Simpson, Associate Director, Division of
Rescarch and Statistics, Board of Governors

Mr. Hooper and Ms. Johnson, Assistant Directors,
Division of [nternational Finance,
Board of Governors

Mr. Ramm,! Section Chiet, Division of Research
and Statistics, Board of Governors

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

Ms. Pianalto, First Vice President, Federal Reserve
Bank of Cleveland

Messrs. Lang, Rolnick, Sniderman, and
Ms. Tschinkel, Senior Vice Presidents,
Federal Reserve Banks of Philadelphia,
Minneapolis, Cleveland, and Atlanta respectively

Messrs. Cox, Hetzel, Judd, and McNees,
Vice Presidents, Federal Reserve Banks of
Dallas, Richmond, San Francisco, and Boston
respectively

Ms. Meulendyke, Adviser, Federal Reserve Bank of
New York

By unanimous vote, the minutes of the meeting
of the Federal Open Market Committee held on
August 22, 1995, were approved.

The Manager of the System Open Market Account
reported on developments in foreign exchange mar-
kets since the August meeting. There were no trans-
actions in these markets for the System Account
during this period, and thus no vote was required of
the Committee.

The Manager also reported on developments in
domestic financial markets and on System open mar-
ket transactions in government securities and federal
agency obligations during the period August 22,
1995, through September 25, 1995. By unanimous
vote, the Committee ratified these transactions.

The Committee then turned to a discussion of the
economic and financial outlook and the implementa-
tion of monetary policy over the intermeeting period
ahead. A summary of the economic and financial
information available at the time of the meeting and
of the Committee’s discussion is provided below,

I. Attended portion of meeting relating to the Committee’s cco-
nomic discussion.



followed by the domestic policy directive that was
approved by the Committee and issued to the Federal
Reserve Bank of New York.

The information reviewed at this meeting sug-
gested that economic activity was expanding at a
moderate rate in the current quarter. Consumer spend-
ing appeared to be advancing somewhat further after
a sizable gain in the second quarter; housing demand
had strengthened in response to earlier reductions in
mortgage rates; and business investment remained on
a solid uptrend. Although business efforts to pare
inventories apparently were still in progress, both
production and employment were advancing moder-
ately. After having increased at clevated rates in the
early part of the year, consumer and producer prices
had risen more slowly in recent months.

Private nonfarm payroll employment increased
considerably in August after changing little in July.
Much of the rise reflected a pickup in hiring in the
services industry, notably in business services. Manu-
facturing payrolls were up modestly in August; the
gain followed substantial declines in the previous
four months, Construction employment changed little
on balance over July and August, with only small
changes being posted each month. The civilian unem-
ployment rate edged down to 5.6 percent in August,
remaining in the narrow range that had prevailed
since late 1994.

Industrial production jumped in August to a level
moderately above its average for the second quarter.
Manufacturing output rose sharply, posting its first
increase since January; a surge in the production of
motor vehicles and parts accounted for some of the
advance, but the output of non-automotive consumer
goods in August more than reversed a sizable drop in
July, and the production of business equipment re-
corded another robust gain. A steep rise in electricity
generation associated with unusually hot weather
over much of the country more than offset a decline
in mining production. Total utilization of industrial
capacity moved higher in August but remained below
the average rate for the first quarter.

Retail sales were up slightly on balance over July
and August after having risen appreciably in the
previous two months. Abstracting from the volatile
sales of motor vehicles during this period, spending
on goods changed little on balance over the two
months, as increased outlays for durable goods were
offset by flagging purchases of apparel. Spending on
services rose in July (latest data available), in part
because of clevated demand for energy-related
services during that month’s unseasonably warm
weather. Housing market activity increased further in
July and August. Sales of both new and existing

homes in July (latest data) reached their highest
levels in more than a year, and housing starts edged
up in August after a substantial rise in July.

Shipments of nondetense capital goods fell appre-
ciably in July after having risen rapidly over the first
half of the year, and sales of heavy trucks also were
down substantially. New orders for nondefense capi-
tal goods declined steeply in July; however, the still-
large backlog ot outstanding orders, coupled with the
favorable effects on the user cost of capital of lower
interest rates and higher equity prices this year,
pointed to further substantial expansion of spending
on business equipment over coming months. Nonresi-
dential construction posted another sizable gain in
July. Outlays for office, industrial, and institutional
structures registered healthy increases, but other com-
mercial building activity was unchanged.

Business inventory accumulation slowed in June
and July from a very rapid rate earlier in the year;
stockpiling continued at a brisk pace in manufactur-
ing and wholesale trade, but retail stocks were drawn
down. In manufacturing, stocks increased in July at
about the average rate seen in the second quarter;
however, the stocks-to-shipments ratio rose some-
what, reflecting in part a reduction in shipments that
might have been exaggerated by ditficultics of sea-
sonal adjustment. Wholesale inventories also
advanced at about the second-quarter pace, and the
inventory-to-sales ratio for this sector moved up to
the upper end of its range for recent years. At the
retail level, reduced stocks at automotive dealers
accounted for much of the July decline in inventories;
the ratio of inventories to sales edged lower but
remained near the middle of the range for recent
years.

The nominal deficit on U.S. trade in goods and
services widened slightly in July from its average rate
in the second quarter. The value of both exports and
imports decreased. For exports, the largest decline
was in aircraft and automotive products. The decrease
in imports was concentrated in automotive products
and gold. Available indicators of economic activity
suggested that expansion was continuing in most of
the major foreign industrial countries in the third
quarter and that the average rate of growth remained
near the subdued pace of the first half of the year.

As in other recent months, consumer prices rose
more slowly in August than in the early months of
the year. Sizable declines in energy prices were
contributing factor, but price increases also had mod-
erated for nonfood, non-energy items; the moderation
largely reflected a downturn in automobile {inance
charges and used-car prices along with smaller
increases in airline fares. For the twelve months
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ending in August, nonfood, non-energy prices rose
by the same amount as in the year-earlier period. At
the producer level, prices of finished goods edged
lower in August after being unchanged in July.
Although declines in prices of finished energy goods
held down the overall index in both months, prices of
finished goods other than food and energy rose more
slowly than in the early months of the year; for the
twelve months ending in August, nonfood, non-
energy prices of finished goods increased slightly
more than in the comparable year-earlier period.

At its meeting on August 22, 1995, the Committee
adopted a directive that called for maintaining the
existing degree of pressure on reserve positions and
that did not include a presumption about the likely
direction of any adjustments to policy during the
intermeeting period. The directive stated that in the
context of the Committee’s long-run objectives for
price stability and sustainable economic growth, and
giving careful consideration to economic, financial,
and monetary developments, slightly greater reserve
restraint or slightly lesser reserve restraint would
be acceptable during the intermeeting period. The
reserve conditions associated with this directive were
expected to be consistent with more moderate growth
of M2 and M3 over coming months.

Open market operations were directed toward
maintaining the existing degree of pressure on re-
serve positions throughout the intermeeting period.
Adjustment plus seasonal borrowing and the federal
funds rate generally were in line with expectations,
with the funds rate averaging close to 5% percent.
Other market interest rates fell appreciably over much
of the period, though these declines were partially
reversed near the end of the period. Further evidence
of subdued price pressures, indications that the
rebound in growth of GDP would be modest, and
increasing confidence that significant reductions in
federal deficits might be in train contributed to the
drop in rates. The lower interest rates, optimistic
assessments of corporate earnings, and the brisk pace
of merger announcements and share buybacks helped
lift major indexes of equity prices to new record
levels during the period, though they ended the period
below those highs.

In foreign exchange markets, the trade-weighted
value of the dollar in terms of the other G-10 curren-
cies declined over the intermeeting period. The dollar
moved higher over most of the period, partly in
response to monetary easing actions in Germany,
which were quickly followed by similar steps in other
European countries, and in Japan. The policy easing
in Japan was accompanied, inter alia, by statements
by U.S. and Japanese officials that they would wel-

come a weaker yen. The dollar reversed course late
in the intermeeting period, however, following the
announcement of a new Japanese fiscal package and
emerging uncertainties about the prospects for Euro-
pean monetary union. On balance over the period, the
dollar moved lower against most European curren-
cies while appreciating significantly further against
the yen.

After further strong expansion in August, M2 and
M3 appeared to be growing at a somewhat more
moderate rate in September. The still-brisk demand
for M2 assets was associated with the lower market
interest rates now prevailing and the related decline
in the opportunity costs associated with holding these
assets. The relatively robust growth of M3 reflected
inflows to institution-only money market funds as
well as bank acquisitions of wholesale funds to meet
loan demand. For the year through August, M2
expanded at a rate somewhat below the upper end of
its range for 1995 and M3 grew at a rate appreciably
above its range. Total domestic nonfinancial debt had
grown at a rate around the midpoint of its monitoring
range in recent months.

The staff forecast prepared for this meeting sug-
gested that growth in economic activity over the
forecast horizon would be higher than the weak pace
of the second quarter. The process of bringing inven-
tories into better alignment with sales was well under
way, and the favorable wealth and interest-cost
effects of the extended rally in the debt and equity
markets would tend to support moderate expansion of
final sales. Consumer spending was expected to grow
at a pace generally in line with incomes; the favor-
able effects on spending of higher prices for financial
assets held by households would be offset to a degree
in this forecast by less robust labor market conditions
and the difficulties that growing numbers of house-
holds would encounter in servicing their enlarged
debts. Homebuilding was expected to be somewhat
stronger in response to the earlier decline in mortgage
rates and the related improvement in housing afford-
ability. In anticipation of slower growth of sales and
profits, business investment in new equipment and
structures was projected to slow from the very rapid
pace of the past few years, although the lower cost of
capital and the ready availability of financing would
help to sustain appreciable expansion in such invest-
ment. Export growth would pick up in response to
some expected strengthening in the economies of
major trading partners. A great deal of uncertainty
surrounded the fiscal outlook, but the staff continued
to build a considerable degree of fiscal restraint into
its forecast. In the staff’s judgment, the prospects for
some further easing of pressures on labor and other



resources suggested that price inflation likely would
not deviate significantly from recent (rends.

In the Commitiee’s discussion of current and
prospective economntic developments, members com-
mented that the information available since the
August meeting had tended to confirm earlier indica-

tions of a pickup in the expansion after a period of

sluggish growth during the spring. The economy did
not display uniform strength across industrics or
regions, but it appearcd on balance to have consider-
able and desirable expansionary momentun. Growth
at a pace averaging close to, or perhaps slightly
below, the economy’s potential was viewed as the
most likely prospect for the year ahead. The outlook
for economic activily remained subject to a varicty of
uncertainties, including the still unscttled course of
the federal budget, and many members saw the risks
of a shortfall from cxpectations as slightly greater
than those of significantly faster growth. With regard
to inflation, the slower increases in key measures of
consumer and producer prices since carlier in the
year were a welcome development, and a number of
members commented that inflation was likely to
remain contained, given likely developments. Many
expressed concern, however, that significant further
progress toward achicving stable prices might not be
made over the next year or two.

In keeping with indicators of nationwide economic
performance, ancedotal and other reports on regional
activity suggested somewhat uneven business condi-
tions in different parts of the country, but collectively
the reports pointed to moderate overall growth. Busi-
ness activity in most regions had tended to improve
or {o remain ficm during the sutniner months, though
declining growth or very sluggish activity character-
ized some areas. 'The level of business confidence
generally appeared to have stayed high, but scveral
members indicated that they sensed {rom their con-
tacts that business expectations were somewhat frag-
ile and vulnerable to adverse developments.

In their discussion of developments in key sectors
of the economy, members generally viewed compara-
tively moderate growth in consumer spending as a
likely prospect over the forecast period. Atter record-
ing sizable gains in late spring, retail sales had been
well maintained in recent months, with some
strengthening in the motor vehicles sector in August
apparently carrying over to September. Favorable
factors in the outlook for consumer spending included
the increases that had occurred in the value of finan-
cial assets and the demand for household appliances
and other durables that was expected to be generated
by stronger housing activity. On the other hand, over-
all gains in consumer spending were likely to be
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restrained by cyclically waning pent-up demands for
consumer durables, especially motor vehicles; still
widespread concerns about job security associated
with ongoing business restructuring and downsizing
activities; and higher consumer debt loads.

Housing demand was continuing to respond to
more attractive mortgage rates, as evidenced by
nationwide data and anecdotal reports from many
parts of the couatry. Increases in construction activity
were lagging the improvement in housing demand
and had been limited thus far, but considerable
strength in homebuilding activity could be expected
over the next several months. The extent of further
lagged responses to reduced mortgage rates could not
be foreseen with any degree of certainty, and in any
event housing demand would depend on broad eco-
nomic developments such as trends in employment
and income. Housing activity appeared to have weak-
ened over recent months in one major market where
cconomic conditions were described as relatively
sluggish. [n many other arcas, however, persons in
the real estate industry were reported to be optimistic
about the outlook for housing.

Business fixed investment remained a strongly
positive factor in the economy and was expected to
provide further impetus to growth over the next sev-
eral quarters. The contribution of this sector could be
expected to lessen, however, as capital spending was
adjusted to cxpectations of a maturing expansion
characterized by the emergence of slower growth in
final demand and business profits. In particular, the
outsized growth in business spending for equipment
did not appear to be sustainable under foreseeable
economic conditions,

Diminished growth in inventories still seemed to
be retarding the expansion in overall business activ-
ity, as evidenced in part by continuing reports of
efforts by various business firms to bring their inven-
tories into better balance with sales. Nonetheless,
such adjustments now appeared to have been largely
completed, or were cxpected to be completed over
the months immediately ahead, so that inventory
investment could be expected to have little effect on
the course of the economy during 1996. It was noted,
however, that projections of inventory behavior were
subject (o a high degree of uncertainty,

A number of members commented that fiscal pol-
icy developments constituted a major uncertainty in
the outlook for economic activity. While measures
incorporating substantial reductions in spending from
current trends were widely cxpected to be enacted
into law, it was not possible to predict the outcome of
the continuing debate on the federal budget in the
Congress and the Administration. Further complicat-
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ing any cltorts to assess the potential damping influ-
ence of prospective fiscal policy were uncertainties
regarding the time frame during which the new
expenditure and tax measures would be put in
place—including the extent to which they would be
implemented over the year alicad— -and the effects of
the new fiscal measures on ¢conomic incentives and
financial markets. Favorable business and financial
market reactions would tend to mitigate, at least for a
time, the restraining cffects of fiscal measures on
aggregate demand. On the other hand, if the deficit
reduction measures that eventually were enacted were
to fall substantially short of current expectations,
there would be adverse repercussions in financial
markets and possibly on business confidence.

The nation’s trade deficit was expected to diminish
somewhat over the next several quarters and in the
process to exert less restraint on domestic economic
activity. The better trade performance was projected
to result from a number of factors, including the
improved competitive position of U.S. producers and
the lagged effects of earlier declines in the value of
the dollar in forcign exchange markets. It also was
associated with forecasts of somewhat stronger
growth in cconomic activity abroad than in the
United States. While there were continuing anecdotal
reports of expanding export markets, some members
expressed reservations about the extent to which the
economies of major toreign trading partners would
strengthen over the forecast period and the related
prospects for growth of foreign demand for U.S.
goods and services.

Views on the outlook for inflation centered on
forecasts of little change or some slight decline in the
rate of increase in consumer prices over the year
ahead. The appreciable moderation in inflation in
recent months had checked the deteriorating trend
that seemed to be emerging during the carly months
of the year, but the members gencrally believed that
recent developments did not point to a significant
further decline in inflation. Pressures on producer
resources had cased since the carty part of the year,
but the labor market remained tight and capacity
utilization was still above its historical average. In
this connection, a few members commented that cur-
rent forecasts were subject to a range of crror that
included a risk of some intensification of inflationary
pressures.

One uncertainty bearing on the outlook for infla-
tion was the extent to which potentially greater pres-
sures on labor costs would be translated into higher
prices. Increases in labor expenses had been held
down by markedly reduced advances in the costs of
benefits, notably medical benefits. The cconomies

from the latter source might well lessen over coming
quarters as the most casily implemented reductions in
the costs of providing medical care were achieved.
Moreover, the rise in worker compensation had been
unusually restrained in recent years in relation to the
strong demand for workers, evidently reflecting the
effects of worker concerns about job security in a
period of business restructurings and downsizings,
but continued strength in the demand for labor
might be expected to induce more rapid increases in
labor compensation over time. Some members com-
mented, however, that the underlying factors atfect-
ing employment costs were not likely to change
greatly over the forecast period. [n addition, the pros-
pect that intense competitive pressures would persist
in many markets under projected cconomic condi-
tions suggested that business firms would continue to
find it very difficult to pass on rising costs through
higher prices. 1t also was possible that the rates of
capacity atilization and employment associated with
a steady rate of inflation had changed in the direction
of providing the economy greater leeway to operate
at a somewhat higher level without generating more
inflation.

In the Comumittee’s discussion of policy for the
intermeeting period ahcead, all the members supported
a proposal to maintain an unchanged degree ol pres-
sure on reserve positions. The expansion seemed for
now to have a desirable and sustainable momentum
that did not call for any change in policy. Further-
more, the outlook remained clouded by the uncertain-
ties stemining from the ongoing federal budget
debate. In any event, the Connnittee would need to
remain alert to a broader range of developments that
might warrant a policy change at some point. In this
connection, several members expressed the opinion
that policy might have 1o be cased eventually in light
of the downside risks that they saw in the economy
and a current policy stance that they viewed as
slightly restrictive. However, the current pertormance
of the economy suggested that the timing of an casing
action was not an immediate concern. Other mem-
bers who preferred an unchanged policy placed more
cmphasis on current forecasts of little or no progress
in reducing inflation from recent levels. They thought
it would be premature to case policy without greater
assurance that inflation had been contained in the
current cyclical expansion and that prospects for sig-
nificant further progress toward the long-run objec-
tive of price level stability had improved. Indeed, the
direction of the next policy move was not clear in the
view of some members, and they believed that any
casing should await a firm indication that the outlook
for economic activity was becoming less favorable



or that inflation was decreasing more rapidly than
expected.

With regard to possible adjustneats to policy
during the intermmeeting period, the members all
endorsed a proposal to retain an intermeeting instruc-
tion in the directive that did not incorporate any bias
concerning the direction of possible intermeeting pol-
icy chaanges. At this juncture, there was no specific
reason to anticipate developments that would call for
an adjustment to policy during the wecks ahead.
While a change in policy certainly could not be ruled
out, the reasons tor the change likely would involve
sensitive issues that would warrant Committee con-
sultation regardless of the intermecting instruction.

At the conclusion of the Committee’s discussion,
all the members indicated a preference for a dircctive

that called for maintaining the existing degree of

pressure on rescrve positions and that did not include
a presumption about the likely direction of any
adjustments to policy during the iniermeeting period.
Accordingly, in the context of the Committee’s long-
run objectives tor price stability and sustainable eco-
nomic growth, and giving carcful consideration to
econormic, financial, and monctary developments, the
Committee decided that slightly greater or slightly
lesser reserve restraint would be acceptable during
the intermeeting period. The reserve conditions con-
templated at this meeting were expected 1o be consis-

tent with growth it M2 and M3 over the balance of

the year at a pace ncar that experienced in recent
months.

The Federal Reserve Bank of New York was autho-
rized and directed, until instrucied otherwise by the
Comumittee, o exceute (ransactions in the System
Account in accordance with the following domestic
policy directive:

The information reviewed at this meeting suggests that
cconomic activity is expanding at a moderate rate in the
current quarter. Nonfarm payroll cmployment increased
considerably in August after essentially no growth in July;
the civilian unemployment rate edged down to 5.6 percent
in August. Industrial production posted a large increase in
August to a level moderately above the average of the
second quarter. ‘Total nominal retail sales rose slightly on
balance over July and August after registering appreciable
gains in the prior two months. Housing starts were up
little in August after increasing sharply in July. Orders for
non-defense capital goods have soflened but still point to
substantial expansion of spending on business equipment
over coming months; nonresidential construction has been
strong of late. The nominal deficit on ULS. trade in goods
and services widened slightly in July from its average rate
in the second quarter. After increasing at clevated rates in
the carly part of the year, consuiner and producer prices
have risen more slowly in recent months,

Market intevest rates have fallen somewhat since the
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Conimittee meeting on August 22. In tonuyl cxchange
markets, the trade- wughlcd value of the dollar in terms of
the other G-10 currencies has declined over the intermeet-
ing period, with most of the decline occurring over the past
several days.

M2 and M3 continued 1o register sizable increases in
August but growth of those aggregates appears to have
moderated somewhat in September. For the year through
August, M2 expanded at a rate somewhat below the upper
end of its range for 1995 and M3 grew at a rate appreciably
above ity range. Total domestic nonfinancial debt has
grown at a rate around the midpoint of its monitoring range
in recent months,

The Tiederal Open Market Committee secks monetary
and financial conditions that will foster price stability and
promote sustainable growth in output. In furtherance of
these objectives, the Committee at its meeting in July
reaffirmed the range it had established on January 31—
Lebruary 1 for growth of M2 of | to 5 percent, measured
from the fourth quarter of 1994 to the fourth quarter of
1995. The Committee also retained the monitoring range of
3 to 7 percent for the year that it had set for growth of total
domestic nonfinancial debt. ‘The Comimittee raised the 1995
range for M3 1o 2 to 6 percent as a technical adjustment
to take account ol changing intermediation patterns. For
1996, the Committce established on a tentative basis the
same ranges as in 1995 for growth of the monetary aggre-
gates and debt, measured from the (ourth quarter of 1995 to
the fourth quarter of 1996. The behavior of the monetary
aggregates will continue to be evaluated in the light of
progress toward price level stability, movements in their
velocities, and developments in the economy and financial
markets.

[n the implementation of policy for the imnediate future,
the Committee secks to maintain the existing degree of
pressure on reserve positions. In the context of the Com-
mittee’s long-run objectives for price stability and sustain-
able economic growth, and giving careful consideration to
cconomic, financial, and monctary developments, slightly
greater reserve restraint or slightly lesser reserve restraint
would be acceptable in the intermeeting period. The con-
templated reserve conditions are expected 1o be consistent
with growth in M2 and M3 over the balance of the year
near the pace of recent months.

Voies for this action: Messrs. Greenspan, McDonough,
Blinder, Hoenig, Kelley, Lindsey, Melzer, Ms. Minehan,
Mr. Moskow, Mses. Phillips and Yellen. Votes against
this action: None.

DISCUSSION OF PROPOSED LEGISLATION

At this mecting, the Committee discussed a bill, titled
the “liconomic Growth and Price Stability Act of
1995,” that recently had been introduced in the U.S.
Senate. The bill would make price stability the pri-
mary long-run policy goal of the Federal Reserve and
require the Pederal Reserve to establish a numerical
definition of price stability and to implement a policy
that would cffectively promote such stability over
timme. It would repeal the Full Employment and
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Balanced Growth Act of 1978 (the “Humphrey—
Hawkins Act”) and certain related provisions in the
Employment Act of 1946 and the Congressional Bud-
get Act of 1974. The Federal Reserve had not yet
been asked its views of the bill, but testimony was
likely at some point and a preliminary discussion
would help to identify important issues.

The members had not had time to review the bill in
detail or to consider fully all its implications. None-
theless, their initial reaction was favorable in regard
to the overall thrust of the bill’s monetary policy
provisions. These would make clear that price stabil-
ity was the primary long-run objective of monetary
policy and would restructure the monetary policy
reporting requirements to permit the Congress to
carry out its oversight responsibilities more eftec-

tively. Many members felt that in the context of
seeking and maintaining price stability, monetary pol-
icy should have the flexibility to react to short-run
fluctuations in output and employment, and they
believed the bill would be improved if its intent in
this regard were clarified. A tew members cxpressed
strong reservations about the part of the bill that
would delete the employment objectives set forth in
the Employment Act of 1946.

It was agreed that the next meeting of the Commit-
tee would be held on Wednesday, November 15,
1995.

The meeting adjourned at 1:20 p.m.

Donald L. Kohn
Secretary



Legal Developments

FINAL RULI—AMENDMENT 1O REGULATION D

The Board of Governors is amending 12 C.ER. Part 204,
its Regulation D (Reserve Requirements of  Depository
Institutions), to decrease the amount of fransaction ac-
counts subject to a reserve requirement ratio of three
percent, as required by section 19(2NC) of the Federal
Reserve Act, from $54.0 million to $52.0 million of net
transaction accounts. This adjustment is known as the low
reserve tranche adjustment. The Board has increased from
$4.2 million to $4.3 million the amount of reservable
liabilitics of cach depository institution that is subject to a
reserve requirement of zero percent. This action is required
by scction T9()(11H(B) ol the Federal Reserve Act, and
the adjustment is known as the reservable liabilities exemp-
tion adjustment. The Board is also increasing the deposit
cutofl’ levels that are used in conjunction with the reserv-

able labilitics exemption to determine the frequency ol

deposit reporting from $55.4 million to $57.0 mitlion for
nonexempt depository institutions and from $45.1 million
to $46.4 million for exempt institutions. (Nonexempt insti-
tutions are those with total reservable Habilities exceeding
the amount cxempted [rom reserve requirements while
exempt institutions are those with total reservable liabili-
tics not exceeding the amount exempted from  reserve
requiremnents.) Thus nonexempt institutions with total de-
posits of $57.0 million or more will be required to report
weekly while nonexempt institutions with total deposits
less than $57.0 million may report quarterly, in both cases
on form FR 2900. Similarly, cxempt institutions with total
deposits of $46.4 million or more will be required to report
quarterly on form EFR 2910q while exempt institutions with
total deposits less than $40.4 million may report annually
on form FR 29 {0

Effective December 19, 1995, 12 C.ER. Part 204 is
amended as follows.

Compliance dates: For depository institutions that report
weekly, the low reserve tranche adjustment and the reserv-
able liabilitics exemption adjustment will apply to the
reserve computation period that begins Tucesday, Decem-
ber 19, 1995, and on the corresponding reserve mainte-
mance period that begins Thursday, December 21, 1995,
For institutions that report quarterly, the low reserve
tranche adjustment and the reservable liabilities exemption
adjustment will apply to the reserve computation period
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that begins Tuesday, December 19, 1995, and on the corre-
sponding reserve maintenance period that begins Thursday,
January 18, 1996. For all depository institutions, the de-
posit cutoll levels will be used 1o screen institutions in the
second quarter of 1996 to determine the reporting fre-
quency for the twelve month period that begins in Septem-
ber 1996.

Part 204 —Reserve Requivements of Depository
Institutions (Regulation )

. The authority citation for Part 204 continues to read as
follows:

Authority: 12 1.8.C. 248(a), 248(¢), 371a, 461, 601, 611,
and 3105,

2. In section 2049, paragraph (a) is revised o read as
follows:

Section 204.9- Reserve requirement ratios.

(1) Reserve percentages. 'The following reserve ratios
are prescribed for all depository institutions, Hdge and
Agreement corporations, and United States branches
and agencies of foreign banks:

Categmy j Resetve requirenient!

Net transaction accotntys
$010 $32.0 million . ..o
over $52. 0 million . ... oo

b pereent of amount,
$1,560,000 plus 10 peceent of
$52.0 million.

Nonpersonal time deposits ... ... 0.
Furocuriency habilities ... ...

0 pereent.
O pereent.

"Belore deducting the adjustment to be mide by the patagtaph ()(2) of this
seetion.

(2) Exemption from reserve requirements. ach deposi-
tory institution, Bdge or agreement corporation, and U.S.
branch or agency of a foreign bank is subject to a zero
percent reserve requirement on an amount ol its (ransac-
tion accounts subject to the low reserve tranche in para-
graph (a)(1) of this scction not in excess of $4.3 million
deternmiined in accordance with section 204.3(a)(3).
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ORDERS ISSULD UNDIER BANK HOLDING COMPANY ACT

Orders Issued Under Section 3 of the Bank Holding
Company Act

Fleet Financial Group, Inc.

Providence, Rhode Island

Order Approving the Acquisition of « Bank Holding
Company, Merger of Banks, Establishment of Branches,

and Engaging in Nonbanking Activities

Fleet Financial Group, Inc., Providence, Rhode Istand

(*“Ilect™), a bank holding company within the meaning of

the Bank Holding Company Act (“BITC Act™), and certain
of its alliliates have filed applications under section 3 of the
BHC Act (12 U.S.C. § 1842), section 5(d)(3) ol the Federal
Deposit Insurance  Act (the “FDU Act”) (12 US.C.
§ I815(d)(3)), section [8(¢) ol the FDE Act (12 US.C.
§ 1828(c)) ("Bank Merger Act”), and section 9 of the
Pederal Reserve Act (12 US.C. § 321)," and notices under
section 4 of the BHC Act (12 U.S8.C. § 1843),” in connee-
tion with Fleet's proposal to acquire all the voting shares of
Shawmut National Corporation, Hartford, Connecticut, and
Boston, Massachusctts (“Shawmut™), and thereby  indi-
rectly acquire its banking and nonbanking subsidiaries.*

Notice ol the proposal, aftording interested persons an
opportunity 1o submit comments, has been published
(60 Federal Register 37,642 and 39,394 (1995)). The
Board extended the public conmiment period in this case,
providing interested persons approximately 60 days to
submit written comments on this proposal (Press Release
dated July 27, 1995). In light ol the size and peographic
scope of the organization that would result from consuin-
mation of this proposal, and the extensive public interest in
it, the Board also held public meetings at three sites to
permit interested persons an opportunily to present written
information and oral testimony to members of the Federal
Reserve System’s stafl. The mecetings were held, beginning
on August 26, 1995, in Boston, Massachusetts; Hartford,
Connecticut; and Albany, New York.

The Board received comments on the proposal from
approximately 278 commenters. Of these commenters, 161
testified at the public meetings. Wrilten comments were
received from approximately |17 commenters who did not
testify at the public meetings and from 21 commenters who
testified at the meetings.

Reports on the competitive effects of the merger were
requested from the United States Attorney General, the

I These applications are described in Appendix A, and the branches
to be established pursuant (o section 9 of the Federal Reserve Act are
listed in Appendix B.

2. The nonbanking subsidiaries to be acquired by Fleet are listed in
Appendix C.

3. In connection with the proposal, Fleet and Shawmat cach have
applicd to acquire options to purchase up to 19.9 percent of the voting,
shares of the other, These options would become moot upon consun-
mation of Fleet’s application to acquire Shawmut.

Federal Deposit Insurance Corporation (“FDIC”), and the
Oflice of the Comptroller of the Currency (“OCC”) as
required by the Bank Merger Act. The time for filing
comments has expired, and the Board has considered the
applications and notices and all comments received in light
ol the factors set forth in the BHC Act, the Bank Merger
Act, and the Federal Reserve Act.

Fleet, with total consolidated asscts of approximately
$51.3 billion, operates subsidiary banks in Rhode Island,
Mussachusetts, Connecticut, New York, New Hampshire,
and Maine.! Fleet is the 16t largest commercial banking
organization in the United States, controlling approxi-
mately 1.3 percent of total banking assets in the United
States. Fleet also engages in a number ol permissible
nonbanking activities nationwide. Shawmut, with total con-
solidated assets ol approximately $36.3 billion, operates
subsidiary banks with branches in Connecticut, Massachu-
setts, New York, New Hampshive, and Rhode Istand.
Shawmut is the 25th largest commercial banking organiza-
tion in the United States, controlling approximately | per-
cent of total banking assets in the United States. Upon
consummation of the proposal, Fleet would become the
tenth largest commercial banking organization in the
United States, with total consolidated assets of approxi-
mately $86.2 billion, and would control approximately
2.3 percent of total banking assets in the United States and
1.7 pereent of the total deposits in banks and savings
associations insured by the FDIC.®

Interstate Analysis

Scction 3(d) of the BHC Act, as amended by Section 101
of the Riegle-Neal Interstate Banking and Branching Effi-
ciency Act of 1994, allows the Board to approve an appli-
cation by a bank holding company to acquire controf of a
bank located in a state other than the home state of such
bank holding company, if certain conditions are met.®
These conditions are met in this case.” In view of all the

4. Asset and deposit data are as of June 30, [995.

5. Asset and deposit data take into account Eleet’s commitments to
divest cettain assets and deposits, which are discussed in this order.

6. Pub. L. No. 103 328, 108 Stat. 2338 (1994). A bank holding
company’s home state is that state in which the operations of the bank
holding company’s banking subsidiaries were principally conducted
on July , 1966, or the date on which the company became a bank
hotding company, whichever is later. For purposes ol the BHC Act,
the home state of Fleet is Rhode Island.

7. 12 US8.C. 8§ 1842(AD DAY and (B)Y und 1842(d}2)A) and (B).
Ileet is adequately capitalized and adequately managed. Shawmut’s
subsidiany banks in Connecticut and New Hampshire have been in
existence and continuously operated for the minimum period of time
required under applicable state law. In addition, upon consummation
ol this proposal, Fleet and its aftiliates would control less than
10 percent of the total amount of deposits ol insured depository
institutions in the United States, and less than 30 percent of the total
amount of deposits of insured depository institutions, or the applicable
state deposit limit, in Connecticut, Massachusetts, New Hampshire,
and New York. Fleet would control over 30 percent of the total
deposits in depository institutions in Rhode [sland after the merger.
However, the Rhode Island Director of the Department of Business
Regulation has indicated that the transaction is permissible under



facts of record, the Board is penmitted to approve this
proposal under scction 3(d) of the BHC Act.

Competitive Considerations

Fleet and Shawmut both operate subsidiary banks with
branches in Connecticut, Massachuscetts, New Hampshire,
New York, and Rhode Istand.® Fleet and Shawmut com-
pete directly in 26 banking markets in these states.” The
Board has carelully considered the eflects that consumima-
tion of this proposal would have on competition in these
banking markets, in light of all the facts of record, includ-
ing the characteristics of these markets, the tnerease in the
concentration of total deposits in depository institutions'®
in these markets (“‘market deposits™) as measured by the
Herfindahl—tHirschman  Index (“HEU),YY and  commit-
ments made by Fleet to divest certain branches. In evaluat-
ing the competitive factors in this case, the Board also has
carclully considered the information and views presented
by commenters.!?

relevant Rhode Island law. Accordingly, in this case, the acquisition
by [leet of deposits in Rhode Island is permitted under section
J(A2XUD) of the BHC Act (12 US.CL§ 1842(d)2)(1))).

8. The deposit size, pereentage of deposits, and ranking for Fleet
and Shawinut in cach ol these states ae listed m Appendix D,

9. A description of these banking markets s contained  in
Appendix L.

10. Market deposit data are as of June 30, 1994, In this context,
depository institutions include commercial banks, savings banks, and
savings associations. Based on the particutar characteristics ol the
stitutions and markets involved, the Board previously has deter-
mined that certain savings associations in Maine and Connecticut ofter
significant competition to commercial banks in the provision of the
full range of financial services, and has weighted the deposits of these
savings associations at more than 50 percent i calceulating: market
share. See Fleet/Norstar Financial Group, Ine., 77 Federal Reserve
Bulletin 750 (1991); Cenvest, Inc., T4 Federal Reserve Bulletin 807
(1988); Hartford National Corporation, T3 Federal Reserve Bulletin

7200 (1987). The Board has determined to include the deposits of

savings associations in Connecticut, Massachuselts, Rhode Island, and
New Hampshire banking markets at up to 100 percent, based on a
number ol factors indicating their commitment to conunercial tending,
including their ratio ol commercial and industiial loaus (other than
those secured by real estate) (o total assets, pereentage ol small
business loans in the market, resources commilted to commenrcial
lending, and the legal authority of the association to make conmmercial
loans.

{1, Under the revised Department of Justice Merger Guidelines, 49
Irederal Register 20,823 (June 29, 1984), a market in which the
post-merger HHD is above 1800 is considered to be highly concen-
trated. In such markets, the Department of Justice (the "DOJ”) s
likely to challenge a merger that increases the HIHIT by more than
50 points. The DOJ has informed the Board that a bank acquisition or
merger generally will not be chatlenged (in the absence ol other
factors indicating anti-compettive cffeets) unless the post-miergen
HIHT iy at least 1800 and the merger or acquisition increases the HHI
by at least 200 points. ‘The DOJ has stated that the higher than normal
threshold for anti-competitive etieets implicitly recognizes the conr
petitive elleet of fimited -putpose tenders and other non depository
{inancial entities,

12.The Board received comments trom several groups and individ-
uals who expressed concern that the proposed transaction would have
a stgnilicantly adverse effect on competition or the concentration of
resources in various banking markets. These comments icluded
allegations that:

Legal Developments S|

In (4 banking markets, consummation of this proposal
would not exceed Department of Justice (“DOJ) guide-
lines.'* In 12 other banking markets,™* the increase in the
concentration of market deposits, as measured by the HHI,
indicates that the combination ol Fleet and Shawmut, with-
out divestitures, could result in significantly adverse com-
petitive clieets, In order (o mitigate the potential that this
proposal may result in adverse competitive effects in these
markets, Fleet has committed to divest branches in cach of
these banking markets (o one or more acquirors, whose
purchase of branches would not substantially lessen com-
petition in these markets.'s After consummation of this
proposal and the divestiture of branches in these markets,
the competitive cffect ol this proposal would be consistent
with the DOJ Merger Guidelines and the parameters ap-

(1) Fleet's resulting market share in Connecticut and Massachusetts

would result in or lead to the ercation of & monopoly; and

(2) 'The variety, convenience, and quality ol banking services would

decrease and the price would increase.

13. These markets and the THHI increases are as follows, In Connect-
icut, Bridgeport (169 points to 1970), Daniclson (287 points to 1692),
Fairtield (303 poiuts to 1309), New Haven (190 points to 1033), New
London (277 points o 1466), Torrmglon (208 points to 1431), and
Waterbury (7 points to 1729). In Massachusctts, Boston (164 points to
952), and Springlicld (291 points to F97). In New Hampshire,
Concord (132 points to t530), Hanover-1.ebanon (178 pomts 1o 10307,
Laconia (100 pomts to 2481), and Portsmouth-Dover-Rochester (137
points to 1524). In New York, Albany (3006 points to 1484),

A conmmenter contended that the Board should separately consider
the competitive eflects ol this proposal on small business borrowers
and other particular sepments ol the Albany market and other relevant
banking markets, in light of an adicle reviewing a year of call report
data on small business lending in the tederal Reserve System’s Tentli
District, The commenter asserted that the article indicates that multi-
state bank holding companies tend to lend less to small businesses
than smiall single-state bank holding companies. For reasons explained
in previous orders, the Board continues to believe that the competitive
analysis ol banking expansionary proposals should be hased on the
availability of the cluster of banking services 1o a range ol customers
in the local banking market, See, e.g., First Hawaiian, Ince., 77
Federal Reserve Bulletin 52 (199 1), see also United States v. Philadel-
phia National Bank, 374 ULS. 321 (1963), [n addition, the Board notes
that the Community Reinvestment Act (12 U.S.Co § 2901 ¢r seq.)
(CRA™) requires that every bank, includimg a bank owned by a
multi-state bank holding company, be examined and rated regularly on
its performance in helping to meet the credit needs of its community.

14, "These banking markets are as follows. In Connecticut, Tartford
and - Old - Saybrook,  In Massachusetts,  Amherst-Northampton,
Fitchburg-Leominster, Greentield, New Bedford, Southbridge, Taun-
ton, and Worcester. In New Hampshire, Litileton and Manchester. In
Rhode Island, Providence.

15, Fleet has entered into agreements (o sell these branchies cither to
organizations that do not currently operate in these markets or to
competitors already operating in the markets whose resulting market
share would not cause the HHLE to exceed DOJ guidelines, exeept as
turther discussed in this order. 1n addition, Fleet has committed that if
it is unsuccessful in completing these divestitures within six months of
consummation of this proposal, it will transler the unsold branches to
an independent trustee that will be instructed to sefl the branches
promptly. See BankAmerica Corporation, 18 'ederal Reserve Bulletin
338 (1992); United New Mcevico Financial Corporation, 77 Irederal
Reserve Bulletin 484 (1991), Eleet also has committed to submit (0 the
Board, prior to consummition ol the acquisition, an exceuted trust
agreement acceptable to the Board stating, the termis ol these divesti-
tures.
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plicd by the Board in previous decisions in all markets,
except the Hartford and Old Saybrook banking markets.

Hartford Banking Market. Yleet currently is the second
largest depository institution in the Hartford banking mar-
ket. Upon acquiring Shawmut, Fieet would become the
largest depository institution in the market, controlliing
approxiniately  $9.5 billion in  deposits, representing
47.8 pereent ol market deposits, To mitigate the potential
anti-competitive effects ol this acquisition in the Hartford
banking market, Fleet has entered into divestiture agree-
wents to sell 25 branches and approximately $1.6 billion of
deposits 1o two, full-service depository institutions  that
alrcady operate in the market, ‘This divestiture would in-
clude approximately $62.4 million of {oans to smafl busi-
nesses. ' Upon consummation ol the proposed divestiture,
the THHE in the Hartford banking market would increase by
110 more than 469 points to 1827.

A number of additional factors indicate, however, that
the increase in concentration fevels in the Hartford banking
market, as measured by the HLI, tends 10 overstate the
competitive cfleets of this proposal. For example, as a
resalt of the proposed divestiture, one depository institu-
tion in the market would acquire approximately $1.3 bil-

lion of deposits and control approximately 9.7 percent of

market deposits, becoming the second largest depository
institution in the market. A second depository institution in

the market would acquire approximately $300 million of

deposits and control approximately 4.2 percent of market
deposits, becoming the fourth largest depository institution
in the market. In addition, upon consummation ol this
proposal, 49 depository institutions would remain in the
market, including 18 commercial banks. The Hartford
banking market, morcover, is relatively attractive for entry.
The market is more than twice as large as any other
banking market in Connecticut. and three multi-billion
dollar bank holding companies have entered the market
since 1990, Several other very large bank holding compa-
nies have entered other banking markets in Connecticut
since 1993, and their proximity to the Hartlord banking
market may alfect the competitive behavior of depository
institutions in the market.

Old Savbrook Banking Market. Fleet currently is the
fourth fargest depository institution in the Old Saybrook
banking market. Upon the acquisition of Shawmut, Fleet
would become the largest depository instilution in the
market, controlting approximately $167 million of depos-
its, representing 33.2 percent of niarket deposits. ‘To miti-
gate the potential anti-competitive ceflects of this acquisi-

10, Based on the divestiture agreements into which Fleet has
entered, the THEE in these banking markets (other than Hartford and
Old Saybrook) would increase as [ollows. In Massachusetts, Ambherst-
Northampton (213 points to 1742), Fitchbwg-lLeonunster (no - in-
crease), Greentield (no increase), New Bedford (116 points to 2284),
Southbridge (99 points to 2006), Taunton (148 points 1o 2493), and
Worcester (43 points 1o 2216). In New Hampshire, Littleton (48 points
to 2458), and Manchester (no iucrease). In Rhode Island, Providence
(75 points (o 2965).

17. Tn this context, loans o small businesses include loans in the
amount ol $1 million or less.

tion in the Old Saybrook banking market, Fleet has entered
into an agreement to divest two branches and approxi-
mately $32.3 million in deposits to a depository institution
in the market. Upon consummation of the proposed dives-
titure, the HIN in the market would increase by no more
than 298 points 1o 1904,

The potential adverse competitive effects of this pro-
posal are substantially mitigated, however, by consider-
ation of certain factors in the Old Saybrook banking mar-
ket First, six other depository institutions would remain
in the market, three of which would control 10 percent or
more of market deposits. Two of the remaining competi-
tors are multi-billion dollar bank holding companies. Sec-
ond, the Board has previousty determined that many of the
thrift institutions in the Old Saybrook banking market
provide a full range of commercial banking scrvices in
addition to olfering traditional thrift products.'” Third, the
Old Saybrook banking market &5 surcounded by three Ra-
nally Metropolitan Arcas and is i close proximity to (wo
other central business districts, which presents an unusu-
ally large number of commercial, employment, and bank-
ing alternatives to residents of this very small banking
market. More than 30 percent of the Old Saybrook banking,
market work force commutes to work outside the banking
muarket.

The Board has sought comments from the DOJ on the
competitive cfleets ol this proposal in all the banking
markets in which Fleet and Shawmut compete. The DOJ
has advised the Board that, in light of the proposed divesti-
tures, the proposal would not have a significantly adverse
clieet on competition in any relevant banking market.

Based on all the facts of record, and taking, into cousider-
ation the views expressed by commenters on the potential
competitive effects of this proposal, and for the reasons
discussed in this order, the Board concludes that consum-
mation of this proposal is not likely 1o have a significantly
adverse elfect on competition or on the concentration of
resources in any relevant banking market,”? This determi-

18. "The Board previousty has discussed the factors that would tend
to reduce the adverse competitive eftfects of a4 combination of deposi-
tory institutions in this banking market. See Hartford National Corpo-
ratton, 73 Pederal Reserve Bulletin 720 (1987),

19, fd. at 721,

20. A commenter contended that the Board’s broad detinition of the
Albuny banking market and its inclusion of all savings association
deposits in the market at mote than 20 percent understated  the
concentration of resources in the market that would result from
consumuation ol this proposal. The commenter suggested that the
definition ol the market should be the same as what Shawmut’s New
York subsidiaty bank has defined as its delincated community under
the CRA. A bank’s delineated community under the CRA, however,
identifies the bank’s primary service arca, and docs not necessarily
take into account the presence ot other banks, access by the bank’s
customers to banks located in other communitics, or cconomic and
demographic factors that contribute to competiton, See St. Joseph
Valley Bunk, 08 Federal Reserve Bulletin 673 (1982). The Albany
banking market, as considered by the Board, includes six counties that
constitute the Albany Metropolitan Statistical Area (“MSA”) and six
counties that are closely linked to it by commuting pattetns and other
tactors. Evenl the counties outside the Albany MSA were excluded



nation is subject to completion of the divestitures proposed
by Fleet in connection with these applications.?!

Financial, Managerial and I'uture Prospects
Considerations

The Board has reviewed the financial resources of the
companics and banks involved in this proposal and the

cffect of the proposed acquisition on the future prospects of

these organizations. The Board notes that both Fleet and
Shawmut and their subsidiary banks arc adequately capital-
ized, and that Fleet’s consolidated capital ratios would be
at the “well capitalized” threshold on consummation of
this transaction. In addition, this proposal involves an
exchange of stock, and no new debt would be incurred.
Based on all the facts of record, including all comments
that have been received relating to the (inancial factors in
this proposal, the Board concludes that financial consider-
ations, including the future prospects of Fleet, are consis-
tent with approval.”” The Board also has reviewed the
managertal resources of Fleet in light of comments re-

(rom the detinition of this bunking market, the resulting HHI would
not violate the DOJ Merger Guidelines.

‘The Board has regulatly included savings association deposits in the
calculation of market share on a 50 percent weighted basis, Sce e.g.,
Comerica, Ine., 81 Federal Reserve Bulletin 476 (1998); First Hawai-
ian, Ine., 7T Vederal Reserve Bulletin 52 (1991). On average, savings
associations in the Albany banking market are engaged more exten-
sively in commercial and industrial lending and consumer lending
than are savings associations nationwide,

21. The Board has carefully considered comments suggesting that
Fleet should be required 1o divest branch assets in Connecticul o
small, community development banks that can better serve the needs
ol minoritics and low- to moderate-income communities. The pro-
posed divestitures in Connecticut have been structured to maintain
significant competition to Ileet in providing banking products and
services in the relevant banking markets, The Board noltes, morcover,
that there is no cvidence in the record to suggest that this proposal
would prevent the establishment of any other bank to serve minority

and low- to moderate-income communitics or impair the ability of

existing banks to scrve such communities. Furthermore, the Board
notes that the CRA requires it to carefully consider how banks making
acquisitions have fulfilled their responsibilities under the CRAL As
discussed in this order, the Bowrd has carctully considered EFleet's
record in helping to meet the credit needs of the communities that it
serves, including minority and low- o moderate-income communitics.

22, Scveral commenters expressed coneerns about Fleet’s financial
resources, including concerns that Fleet has not accurately stated its
financial condition in hght of the dollar amount of CRA-related
commitments that it has made, the contingent liabilities stemming
from various lawsuits filed against it, and the loss of fee income (rom
the anticipated termination ol its agreement to marage FDIC assets i
New lingland through its subsidiary, RECOLL Management Corpora-
tion, Boston, Massachusetts (“RECOLL™). Somie commenters also
alleged that Fleet has misstated its financial condition by understating
the nuniber of delinquent loans and foreclosures in the portfolio of its
consumer finance subsidiary, Fleet Finance, Inc. (“I'FI”). The Board
has reviewed these comments in light of the overall financial condi-
tion of Fleet and its subsidiaries and all other facts of record in this
case, including the examination repotts by appropriate federal supervi-
sors and other supervisory information. Based on this review and all
fucts ol record, including leet’s current capital level and the level of
capital that would result from consumnition of this proposal, the
carnings of Fleet and Shawmut, and other facty, the Board concludes
that these comments do not warrant denial of this proposal.

Legal Developments 53

ceived in connection with this proposal,”® and has con-
cluded that based on all the facts of record, including
examination reports and other supervisory information,
managerial factors are consistent with approval.”*

The Board has concluded that the other supervisory
factors that the Board must consider under section 3 of the
BHC Act, the Bank Merger Act, and section 9 of the
Federal Reserve Act are consistent with approval of this
proposal,?’

23, Somie commenters suggested that allegations relating to the
convenience and needs factor also raise adverse managerial concerns,
For the reasons discussed in reviewing the convenience and needs
considerations, the Bourd concludes that these commients do not
warrant denial of this proposal under managerial considerations.

The Board also received a copy of a lawsuit recently filed against
Fleet’s subsidiary bank operating in Rhode Island in connection with
alleged breaches of a collective bargaining agreement in violation of
the Labor Management Relations Act and the Employee Retirenient
Income Security Act. The Boatd notes that the civil courts are empow-
cred to provide an appropriate remedy if plaintifis’ claims can be
substantiated.

24, One commenter raised issues involving the loan collection and
servicing practices of RECOLL, including (oreclosure by RECOLL,
on properly owned by commenter. These comments were reviewed
previously by the Board in connection with another application, and
for the reasons explained in the Board’s order, did not warrant denial
of the proposal. See Fleet Financial Group, Inc., 80 Federal Reserve
Bulletin 818 (1994). "The Board also notes that a pending lawsuit
against Fleet Bank of Maine and RECOLL, cited by the commenter as
an adverse managerial factor, involves a dispute concerning whether
Fleet properly “put” a loan back to the FDIC. Fleet has denied any
wrongdoing and the Board notes that the FDIC reviewed the transac-
tion before accepting the “put.” ‘This suit is still pending, and there
has been no finding of wrongdoing on the part of Fleet. This com-
menter also objected to Shawmut’s refusal to let him distribute a {lyer
opposing the merger at a Shawmut sharcholder meeting. Shawmut’s
actions do not appear Lo violate relevant Federal securities laws or
state cotporate law.

Another commenter criticized Fleet's managerial resources on the
basis ol a loan made to the campaign committee of a New York City
ofticial when Fleet was bidding to provide municipal bond services to
the City. ‘The Board has reviewed these comments in light of all the
facts of record, including confidential supervisory information, and a
report on this matter by the New York City Department ol Investiga-
tion, und concluded that they do not warrant denial ol this proposal.
This commenter also contended, without any substantiation, that the
sclection of Fleet to provide banking services to Albany County, New
York, was improper. Finance officials for the County have indicated
publicly (hat Fleel’s bid to provide these services was the most
attractive when all factors were considered.

25. The Board also received comments alleging that the proposal
would result in substantial job losses among Fleet’s and Shawmut’s
cmiployees and would have adverse effects on the New England
cconomy, particularly in Connecticut. Fleet has taken several steps to
mimmize any adverse effects on employment or the cconomy. As
discussed in this order, Fleet has entered into an agreement with
the Connecticut Oftice of the Atlorney CGeneral to establish a
$207.5 million ¢conomic development program, which includes initi-
atives to encourage job retention and support lor small- to medium-
sized businesses. In addition, Fleet has reported that the proposed
acquirors of Fleet’s divested branches have indicated that they intend
to retain existing Fleet or Shawmuat personmel in the branches.
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Convenience and Needs Considerations

In acting on applications under the relevant banking stat-
utes, the Board must consider the convenience and needs
of the communities to be served and take into account the
records of the relevant depository institutions under the
Community Reinvestment Act (12 U.S.C. § 2901 et seq.)
(“CRA”). The CRA requires the federal financial supervi-
sory agencies to encourage {inancial institutions to help
meet the credit needs of the local communities in which
they operate, consistent with their safe und sound opera-
tion. To accomplish this end, the CRA requires the appro-
priate federal supervisory authority to “assess the institu-
tion’s record of meeting the credit needs of its entire
community, including low- to moderate-income neighbor-
hoods, consistent with the safc and sound operation of such
institution,” and to take that record into account in its
evaluation of bank expansion proposals.”

A. Public Comments on Convenience and Needs

The Board provided an extended period of time [or com-
ment in this case and, as previously noted, held three
public meetings at which interested persons could present
testimony on the convenicnee and needs fuctors and the
CRA pertormance records of the depository tnstitutions in
this case. The Board received comments related to the
convenience and needs aspects of the proposal from more
than 260 commenters, including individuals, representa-
tives of community-based and nonprofit organizations,
small business owners, members of Congress, and local
and state government oflicials.

Approximately 167 commenters supported the proposal
or commented favorably about the CRA performance
records of Fleet or Shawmut.?” More than 95 commenters
cither opposed the merger, raised concerns about the CRA
performance of Fleet or Shawmut, or requested that the
Board approve the merger subject to conditions proposed
by the commenters. 8

26. 12 US.C.§2903.

27. The commenters included:

(1) Mussachusetts- - community development corporations, aflord-
able housing organizations, and one member of Congress;

(2) Connecticut- -local urban leagues, a purchasing council for
minority-owned businesses, and an cconomic development cotpora-
tion;

(3) New York—a business association for minority women, a vuval
development advisory organization, an alliance of minority minis-

ters, an aflordable housing partnership, and several members of

Congress;

(4) Rhode Island- - vepresentative of a national community devel-
opment corporation and several members of Congress; and

(5y New Hampshire-- a business development corporation, an
affordable housing organization, and a local cconomic development
organization.

28. The commenters included:

(1) Massachusetts several alfordable housing organizations and
advocacy groups, a municipal housing and community develop-
ment oflice, a Latino community organization, a member of Con-
gress, and a state senator;

Many of the commenters favoring the proposal or sup-
porting the CRA performance records of Fleet or Shawmut
commended Fleet’s sponsorship ol community develop-
ment activities through intermediaries and loan pools, par-
ticipation in programs providing home mortgage financing
for low- to moderate-income residents, and financial sup-
port of nonprofit organizations engaged in these activities.
Various commenters also praised Fleet’s economic devel-
opment activities, including support {for the development of
minority businesses.  Some  commenters  commended
Fleet’s participation with community-based and nonprofit
organizations in homebuyer, consumer credit, small busi-
ness, and other educational programs. Other commenters
related their favorable experiences with specific loan pro-
grams and banking services offered by Fleet or Shawmut.

Commenters objecting to the proposal criticized the
CRA performance record of Fleet or Shawmut in helping
to meet the credit needs of low- to moderate-income neigh-
borhoods and communities with predominately minority
populations in Massachusetts, Connecticut, New York,
Rhode Island, and New Hampshire. In general, these coni-
menters maintained that:

(1) Fleet has a poor record of lending to minorities and

residents of low- to moderate-income communities;

(2) Data reported under the Home Mortgage Disclosure

Act (“HMDA™2? suggest illegal discrimination;

(3) Fleet should make more home mortgage and small

business loans in minority, low- to moderate-income,

inner-city, and rural communitics;

(4) Fleet engages in inadequate ascertainment and out-

rcach cfiorts for minority, low- to moderate-income,

inner-city, and rural communities; ¢

(5) Fleet has not participated sufficiently in developing

affordable housing for low- to moderate-income resi-

(2) Connecticut-- a local coalition of small business and commu-
nity groups, a local cconomic development corpotation, and a city
treasurer;

(3) New York- a statewide coalition of community groups and

several community-based and nonprofit organizations;

(4) Rhode Island-—a community reinvestment association and an

atfordable housing organization;

(5) New Hampshire—-a community reinvestment association and a

state legistator; and

(6) Michigun- -a local advocacy group for the elderly.

2912 U.S.C. § 2801 ef seq.

30. Some commenters also maintained that Fleet charges higher
fees for basic banking scrvices in some states than in certain other
states and higher fees, in general, than Shawmut, While the Board has
recognized that banks help serve the banking needs of their communi-
tics by making available basic banking services at nominal or no
charge, the CRA does not require that banks limit the fees that are
charged for services. As explained in this order, Fleet provides a full
range of banking scivices throughout its delincated communities,
including lending services to assist low- to moderate-income resi-
dents, and it oflers basic banking accounts with reduced charges in
some states. There is no evidence in the record of this case that higher
lees charged by Fleet for certain services are based in any manner on a
lactor prohibited under antidiscrimination laws,



dents (“aftordable housing™), or in community develop-
ment and ccononiic development projects; !

(6) Fleet lacks a sullicient number of branches located in
or that scrve low- o moderate-income and minority
communitics, and that it should not be permitted to close
any branches in those underserved communitics; and
(7) Fleet subsidiaries have a record of violating, the
Equal Credit Opportunity Act (15 U.S.CL§ 1091 et seq.)
(“ECOA”) and the Fair Housing Act (42 U.S.C. § 3601
et seq.) CFHAY) (colleetively, “lair lending laws™).

The Board has carefully reviewed the CRA performance
records of FFleet and Shawmut, and their subsidiary deposi-
tory institutions, the cotments and testimony presented at
the public meetings and in written submissions, Pleel’s

responses to those comments, and all other relevant facts of

record in light of the CRA, the lair lending laws and other
relevant credit-refated Taws, the Board’s regulations, and
the Statement ol the Federal Financial Supervisorty Agen-
cics Regarding the Community Reinvestment Act (“Apen-
cy CRA Statement”).* [his review has considered the
overall aspects of Fleet™s performance record as well as the
performance records of Tleet’s subsidiary banks in their
respective states, !

BB. Overview of Tleet’s CRA Performance Record

Loxamination Iovaluation of CRA Performance. The Agency
CRA Statement provides that a CRA examination is an
important and often controlling factor in the consideration
ol an institution’s CRA record and that reports ol these
examinations will be given great weight in the applications
process. ™ AlL of Fleet’s subsichary banks reeeived “out-

31, Several comenters also expressed concern thal, alter the
merper, Fleet would not provide sullicient financial support for
conmmunity-based and nonprofit organizations and their atlordable
housing, community developiient, and economic development activi-
tics.

32. 54 Federal Register 13,742 (1989). Several commenters con-
tended that Fleet representatives have been uncooperative in meeting
with community-based otgainzations and unwilling to reach agree-
ments to provide loans, grants or assistance o specilic amounts, or to
participate in particular programs or projects. The Board previousty
has stated that, while communication by depository institutions with
community groups provides a valuable method of assessing and
determining how best to addiess the credit needs of the community,
neither the CRA not the Agency CRA Statemient requires depository
institutions to enter into agreements with particular organizations.
Accordingly, in reviewing this proposal, the Board has focused on the
progratus and policies that Fleet has in place to serve the credit needs
of its entire community, See Chase Manhattan Corporation, 81 Fed
eral Reserve Bulletn 467 (1999),

33, Several commienters believed that Fleet should acquire more
gouds and services from small businesses and businesses owned by
women and minoritics. Fleet responded that it participates in purchas-
ing programs designed 1o assist minority-owuned businesses in Massa-
chusetts and Connecticnt. While the Board fully supports programs
designed to stimulate and create economic opportunity for all mem-
bers ol society, the Board belicves that consideration of Fleers
third- party contracting activities are beyond the scope of the CRA and
other relevant banking statutes.

3 Agency CRA Statenent at 13,745,
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standing™ or “satisfactory” ratings at the most recent
examinations of their CRA performance by their primary
[ederal supervisors.® Examiners found no evidence of
prohibited discrimination or other illegal credit practices at
any of Fleet's subsidiary banks, or practices intended to
discourage applications for the types of credit listed in the
banks’” CRA statements. All of Shawmut’s subsidiary
banks received at least “satisfactory” ratings (rom their
primary federal supervisors in the most recent exanina-
tions of their CRA performance, and no evidence of illegal
discrimination was noted in their examinations.

Fleet Bank, Albany, New York (“Fleet-New York™),
Fleet’s subsidiary bank operating in New York, has been
examined and rated for compliance under New York cou-
munity rcinvestment laws (N.Y. Banking Law § 28-b)."
Fleet-New York received a “satisfactory” rating {rom the
New York State Banking Departiment in its most recent
ofl=sitc CRA assessment report, as of December 31, 199438

Corporate CRA Programs and Policies. Tleet has imple-
mented a variety of corporate programs and policics that
assist its subsidiary banks in helping to meet the credit
needs ol all their communities, including fow- to moderate-
income arcas, consistent with the CRA. In late 1993, Flect
established a separate departiment in the holding company
10 provide a coordinated approach to community develop-
ment and reinvestment elforts of its subsidiary  banks.
Banking policies and practices that address the credit needs
of communitics are cstablished and implemented through
this corporate department, in consultation with Fleet’s sub-
sidiary banks and their banking communities. The depart-
mient has a steering commitice made up of senior and
mid-level managers rom different corporate departments.
This commillee meets quarterly 1o address community
development and fair lending issues. [n addition, Fleet

35. The CRA performance examination ratings for Fleet's subsid-
lary banks in Massachusetts, Connecticut, New York, Rhode Island,
and New Hampshire are discussed in detail in this order as part ol the
state-by-state performance evaluations. In addition, Fleet Bank of
Maine, Portland, Maine, was rated “satisfactory™ by the Federal
Reserve Bank of Boston, as of August 8, 1994,

36. 'The following Shawmul subsidiary banks received a “satislac-
tory” rating:

(1) Shawmut Bank, N.A., Boston, Massachusetts, and Shawmut

Bank Connecticut, N AL, Hatford, Connecticut, both as ol Decem-

ber 31, 1993, from the OCC; and

(2) Shawmut Bank NH, Manchester, New Hampshire, as of

April 11, 1994, Trom the I'DIC,

Shawmut Bank, 1<S.B., Boca Raton, Florida, was acquired from the
Resolution ‘Trust Corporation in July 1994, and Shawmut Bank New
York, N.A., Schenectady, New York, began operations in June 1995,
Neither depository institution has been examined for CRA perfor-
mance by its primary lederal supervisor since it was acquired or
established by Shawmut.,

37. In connection with this proposal, the Board has taken into
account Fleet's record of compliance with applicable state community
reinvestment laws,

38, In reaching thus assessment, the New York State Banking
Departiment reviewed, among other things, the bank’s community
delineation, ascertainment of community credit needs, civie involve-
ment, altordable housing and community development activities,
HMDA data and lending programs, marketing activities, and compli-
ance with applicable consumer laws and regulations.
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senior management has adopted a *‘corporate functional
strategy” for 1995 through 1997, with a stated goal of
increasing FleeC's market share in all its communitics
through lending, investment, and other banking scrvices,
particularly in low- to moderate-income communities. *
To further coordinate its community reinvestment activ-
ity, Fleet implemented its INCITY serics of initiatives
(“INCITY”) in February 1994, This three-year, $8 billion
plan focuses on credit, cconomic revitalization and com-
munity development, and provides a centrally coordinated
set of programs and products for low- 1o moderate-income
individuals and communities. The initiatives include an
advisory board, made up of Fleet senior officers and indi-
viduals active in business and community development in
the Northeast and nationally, that meets regularly to review
and provide input on issucs relating to lending to small and
minority-owned businesses and community development 40
The INCITY credit initiatives include @ commitment to
alfordable mortgage lending under a Fleet altordable hous-
ing program and a mortgage program conducted in coordi-
nation with a community-based group in Boston. Both
programs olter products designed to accommodate low- to
moderate-income borrowers through low or no down pay-
ments or closing costs and/or flexible underwriting criteria.
Fleet’s affordable housing program is operated by Fleet
Mortgage Group, Inc. (“Fleet Mortgage™), which provides
borrowers with access to a variety ol sccondary market
mortgage products, including Federal Housing Authority
(“FHA”) and Veterans Administration (**VA”) loans, Fed-
eral National Mortgage Association (“FNMA”) Commu-
nity Homebuyer Program loans, loans under state housing
ageney programs, and bank portfolio loans through the
low- to moderate-income residential mortgage product.
This portfolio loan product is available to lirst-time home-
buyers as well as current homeowners. The INCITY credit
initiatives also include a consumer loun program, which
provides a closer review of consumer loan applications

39. Several commenters maintained that Fleet’s centralization would
limit the decision-making authority of local bank and branch manage-
nment, making its banks less responsive to the needs of local communi-
tics. Other commenters believed that branch employees with special
knowledge of the local communities’ credit needs would not retain
their jobs alter the merger. Although Pleet provides corporate over-
sight and support of CRA activities, the boards ol directors, commu-
nity development steering committees, and community development
officers at cach subsidiary bank participate in developing and imple-
menting Fleet’s community reinvestment initiatives on a local level,
including modifying these initiatives as reguired to meet the credit
needs of cach specific community, Fleet’s subsidiary banks would
continue to operate in this manner alter the proposed merger.

40. Several commenters criticized INCITY as being a public rela-
tions campaign rather than a means ol providing new funding o
creating new programs focused on fow- to moderate-income neighbor-
hoods. Fleet indicated that 90 percent of this initiative is devoted to
new funding for existing programs and 10 percent will be devoted to
entirely new products and programs, Fleet also stated that several new
loan products have been developed as a result of INCITY, which have
increased Fleet's level ol lending m low- to modetate- income census
tracts, Fleet noted, for example, that small business lending, which is
an important aspeet of INCITY, increased by approximately 40 per-
cent from 1993 to 1994,

from low- 0 moderate-income borrowers (0 ensure that
every consideration is given to approve a loan* and
affordable housing development initiatives, whereby sub-
sidiary banks participate in affordable housing programs
for low- 1o moderate-income individuals in their local
communities.

Fleet’s INCITY cconomic revitalization initiatives focus
on the needs of small businesses through special loan
programs and other activitics. For example, Fleet’s small
business micro-loan program provides loan assistance to
small businesses located in or serving low- to moderate-
income neighborhoods, particularly focusing on minoritics
and women who are operating small businesses. These
loans range from $10,000 to $500,000, and provide lower
pricing and more flexible underwriting guidelines than
standard small business loan products.*? In April 1994,
Fleet introduced its “casy business banking” program,
which is available to small businesses with sales below
S1 million. This program provides loans of $100,000 or
less under a streamlined application process, including a
guaranteed loan decision within three business days. Fleet
also participates in government-sponsored programs, in-
cluding programs sponsorcd by the Federal Small Business
Administration (“SBA”). In May 1995, Fleet became the
first banking organization to be designated an SBA re-
gional preferred lender, which allows all of its subsidiary
banks to process loan applications more quickly and pro-
vide direct approval of SBA-guaranteed loans.

As part of INCITY, Fleet established the Fleet Commu-
nity Development Corporation (“CDC”) in November
1994, to provide financial assistance to small businesses
located in or serving residents of low- to moderate-income
arcas. The CDC offers low-interest loans, long-term loans,
equity investments, and small grants to not-for-profit com-
munity projects and programs. Loans in amounts from
$1,500 to $500,000 are available to small businesses, and
the CDC can apply flexible underwriting criteria for
start-up businesses that may not be cligible for a more
standard banking product.#$

In an effort to address commenter’s concerns about the
loss of Shawmut’s support of community groups and their
programs, Fleet has committed that it will maintain Fleet’s
and Shawmut’s aggregate 1994-1997 commitments for af-
fordable housing and economic development. In addition,
Fleet will maintain, through 1997, Fleet’s and Shawmut’s
aggregate charitable and sponsorship contributions at their
1994 level of approximately $11 million per ycar.

41. Underwriting criteria under this program allow for lower mini-
mum loan amounts, longer loan terms, and higher debt-to-income
ratios.

42, One commenter contended that INCITY s $300,000 fimit for a
micro-loan is too high and noted that Fleet did not consider the record
of service of organizations in low- to moderate-income census tracts
betore awarding grants under INCITY.

43. During its start-up phase, the CDC has closed a total of $199,000
in loans and $80,325 in grants. The CDC is active in Connecticut,
Rhode Island, Maine, and Massachusetts,



Legal Developments 57

C. State-by-State Assessment of Fleet’s CRA
Performance Records

1. Massachusetts

Commenters focused on digparitics in HMDA data that
varied by race and income for the number of applications
from and the number of loans made (o residents of Boston.
Other commenters believed that Fleet* should increase its
lending in minority and low- to moderate-income commu-
nitics in Somerville, Worcester, City of Lynn, Jamaica
Plain, and any other community in Massachusetts that has
been neglected by the banking industry. Some commenters
expressed concern about the loss ol Shawmut as an inde-
pendent provider of services and maintained that Shaw-
mut’s record of addressing community banking needs was
superior to Fleet’s, particularty in Somerville.

FFleet Bank of Massachusctts, N.A., Boston, Massachu-
setts (“‘Flect-Massachusetts™), received an overall CRA
performance rating of “satisfactory” from the OCC, its
primary federal supervisor, atl its most recent examination
for CRA performance, as of March 31, 1995, Examiners
favorably noted the formal CRA program in place at the
bank, and concluded that the bank’s community delinea-
tion was reasonable and did not arbitrarily exclude low- to
moderate-income neighborhoods. 'The geographic distribu-
tion of credit extensions, applications, and denials for
Fleet-Massachusetts were also considered by examiners to
demonstrate a reasonable penctration of all segments of the
delincated community.

HMDA Data and Lending Activities, 'Uhe Board has
carclully reviewed 1993 and 1994 HHIMDA data for the
Fleet alliliates that originate mortgage loans in all the
Metropolitan Statistical Arcas (““MSAS”) in Massachu-
setts.® These data gencerally indicate that Fleet has pro-
vided housing-related loans to minority and  low- (o
moderate-income individuals and neighborhoods through-
out the communitics it serves in Massachusetts. For exam-
ple, in 1994, more than 16 percent of HMDA-reportable
applications in Massachusetls were [rom African-American
and Hispanic applicants, which is almost twice their repre-
sentation in the population of the state’s MSAs, and was an
increase over the 7.6 pereent received in 1993, In addition,
Fleet has increased its lending to minorities and in low- to
moderate-income census tracts in Boston. For example,
from 1993 to 1994, mortgage originations to African
Americans increased from 267 to 435, and originations 1o
Hispanics increased front 88 to 173, From 1993 to 1994,
originations to borrowers in low- to moderate-income cen-
sus tracts increased {rom 600 to 765. Uleet indicates that it
was the largest mortgage lender in Somerville for 1994,

44, For purposes ol discussing CRA-related activitics in (he state-
by-state performance evaluations, relerences 1o “Fleet” include the
holding company and its bank and nonbauk afliliates,

45. The affiliates include Fleet-Massachusetts, Fleet Mortgage and
[leet National Bank, Providence, Rhode Island (*Fleel(-R17).

originating more than twice the fevel of mortgages as the
second largest mortgage lender in the market.

Fleet also olters special mortgage products to assist in
meeting housing-related credit needs of low- to moderate-
income individuals in Massachusetts. Through its ascer-
tainment cfforts, Fleet developed a portfolio mortgage
product that offers reduced pricing and more flexible under-
writing standards 10 low- to moderate-income borrowers.
Fleet provided $82 million in portfolio mortgage loans in
Massachusetts in 1994, and $17.5 million of these mort-
gage loans in the first quarter of 1995, Fleet also originated
more than $20 million in mortgages under the mortgage
program conducted in cooperation with a Boston-based
community group.*¢ In addition, Fleet offers FHA and VA
mortgages and loan products under programs sponsored by
I'NMA, the Massachusetts Housing Finance Agency, and
the  Massachusetts  Affordable  Housing — Alliance
(“"MAHA")Y

Fleet participates in the Soft Sceond First-Time Home-
buyers Program  sponsored by MAHA for low- to
modcrate-income families, which provides public subsi-
dies to make monthly mortgage payments affordable for
first-time, fow- to moderate-income homebuyers. Fleet has
provided more than $12 million in mortgages under this
program to homebuyers in Boston. Fleet also participates
in other soft second programs, providing $2 million in
mortgages through the Housing Allowance Project in
Springficid, $500,000 in the Northampton/Amherst region
through the Valley Community Development Corp., and
$500,000 in Chelsea. In addition, Fleet committed $1 mil-
lion cach to the Solt Sccond Programs in Worcester and the
City of Lynn. Fleet also participates in the Buy Worcester
Program, a local community-based program that provides
financing for the rehabilitation of houses that are sold to
first-time homebuyers.

Ficet-Massachusetts originated $117 million in small
business loans in 1994, and an additional $92 million in
small business loans were closed during the first cight
months of 1995, Over $74 million of those loans were
made under the bank’s preferred pricing program for small
businesses in low- to moderate-income arcas, established
as part of INCITY. The bank also encourages small busi-

46. These loans were made under Fleet's three-year commitinent to
provide $36 million in mortgages to low- 1o moderate-income home-
buyers and owners under this program that began in 1994,

47. One commenter alleged that Heet financed the purchase of
rehabilitated residential property in the Dorchester aea of Boston at
inllated prices, resulting in excessive debt service for minority and
low- (0 moderate-income purchasers of these properties. Fleet has
denied any complicity with redevefopers in these transactions and
maintains that all loans were made on the basis of independent
appraisals, Fleet also is working with a community-based organization
1o investigate certain transactions that have occurred in this area, and
has arranged to have several propertics reappraised and inspected.
Fleet also has initiated additional steps to verify the fair market value
of Tuture rchabilitated properties financed in the Dorchester arca.
Basced on all the facts of record, the Board concludes that these
allegations do not warrant denial of this proposal.
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ness lending through its “easy business bunking” program,
and is an SBA preferred lender. ™

Affordable Housing and Community Development. Fleet-
Massachusctts participates in various affordable mortgage
programs and community development activities. In 1992,
for example, Fleet-Massachusctts made o $63.7 million
multi-year commitment to the Massachuscetts Housing Part-
nership to provide long-term financing for the rehabitita-
tion ol low- to moderate-income rental housing. The bank
recently offered enhanced pricing on $10 million ol the
commitment (o further facilitate the development of hous-
ing for low-to moderate-inconie  individuals.* Fleet-
Massachusetts provided the Massachusctts Housing Invest-

ment Corporation (“MUIC™) with a $10 million line of

credit to finance the construction of aflordable housing in
Massachusetts.  In - collaboration  with  MIHC,  Fleet-
Massachusetts also provided $10.4 million in cquity to
13 projects throughout Massachusetts that have produced a
total of 633 altordable housing units in Springlictd, Chi-
copee, Ambherst, Waorcester, Holyoke, and the Boston
ncighborhoods of Chinatown, Fenway, South Boston,
Dorchester, and Jamaica Plain.>® Fleet-Massachusetts also
provided $3.5 million in bridge financing for the rehabilita-
tion of 75 units of affordable rental housing in the South
End of Boston, and has provided equity 1o the National
Equity Fund National Partnership, which invests in aflord-
able rental housing developents sponsored by community
development corporations.

Durinng 1994 and 1995, Fleet-Massachusetts extended
$1.9 million in loans to the Housing Assistance Corpora-
tion, which operates four houstng, shelters in Hyannis aad
Falmouth, and $393,000 to convert an existing propertly
into a shelter for homeless families with children. Tleet-
Massachusetts intends to introduce several  purchase-
rchabilitation programs on a trial basis in Somerville in
carly 1996 1o assist low- to moderate-income home pur-
chasers.

Fleet-Massachusetts also provided a $2.7 miltion line of

credit to the Boston Local Development Corporation to
support its role as a lender to Boston small businesses that
provide jobs to Boston residents,” and $ 1 million in equity
and a $3 million line of credit to the Massachusetts Minor-
ity Enterprise I[nvestment Corporation. In addition, the
bank participates in a number ol loan pools in Massachu-
setts that are designed to provide credit to small businesses
that may not quality for traditional small business banking

48, The bank alse participates in the Stattord and Parent Plus
govermnent-guarinteed studeat {oan programs, originating $96 mil-
lion in student foans in 1994, and $38 million in the first five months
of 1995.

49, Under this commiument, the bank has funded a total of
$18.5 million, including $7.8 million in 1994, to finance 714 housing
units.

50, Fhe bank also connuitted $2 million in 1994 and $2.8 million in
1995 to a housing equity fund operated by the Massachusctts Housing
FEquity Corporation, Inc., an alliliate of MHIC'

51, The bank also provided a $250,000 line of credit o this
organization’s smatl business fund, which provides loans ol up to
$15,000 1o local businesses.

products, For example, the bank committed $2 million (o a
{oan pool sponsored by the Southeastern Liconomic Devel-
opment Corporation, an SBA-certified nonprofit corpora-
tion serving small businesses, and $2.5 million to a loan
pool designed to provide financing Tor companics and
commercial businesses in Lawrence, Massachusetts. Fleet-
Massichusetts also committed $667,000 to the New Bed-
ford Corporation Loan I'und, which provides below-market
loans to lishermen and suppliers in the fishing industry.

Ascertainment and Marketing. 'The bank’s 1995 perfor-
mance examination found that Fleet-Massachusetts cffee-
tively ascertains community credit needs through call pro-
grams, consumer surveys, and contacts with community
groups and civic leaders and organizations.  Fleet-
Massachusetts and Fleet Mortgage conducted 85 low- 1o
moderate-income homebuyer seminars in Massachusetts in
1994, many in Spanish. Fleet-Massachuscetts conducted
other presemtations throughout the state on such topics as
“casy business banking;” INCITY: and basic banking,
budgeting and credit. The bank also sponsors community
loan days for low- to moderate-income individaals. People
who attend these cvents can open accounts, inquire about
mortgages and other loan products, and meet with Fleet
bankers to discuss their personal banking needs.

Branches and Products. Fleet-Massachusetts offers its
products and services through 188 branches in Massachu-
setts. In addition to oltering uccess to a (ull range ol bank
services, public assistance checks can be cashed at every
branch, and food staunps are issued at more than half of the
branches. Fleet-Massachusetts also participates in the Mas-
sachusetts Community and Banking Council’s “Basic
Banking for Massachusetts” program, offering low-cost
checking and savings accounts to low-income custoniers.™

2. Connecticut

Conncecticut commenters criticized Fleet’s record of lend-
ing to minoritics and low- to moderate-income and inner-
city communities in Connecticut, particularly Hartford, and
have requested that Fleet commit to provide more home
mortgage and smalf business loans in these communitics,
and increase funding for community developuient pur-
poscs. The commenters alleged that HMDA data show
disparities in lending, by race and income in Hartford, and
said that Fleet should increase its ascertainment and lend-
ing cfforts directed to small businesses (including minority-
owned small businesses) and inner-city residents. Other
commenters expressed concern about the impact of the foss
of Shawmut’s corporate headquarters in Harttord, the ad-
verse impact ol this proposal on small businesses, and the

52. A few commenters submitted copies ol a newspaper article
alleging that Fleet Mortgage violates Massachusetts insurance law by
teceiving service lfees i connection with the collection of credit-
related mottgage insurance premiams for an unafliliated  insurance
company. ‘The Board has been informally advised by the Massachu-
setts Insurance Division that it has teviewed these allegations and
tound no violations ol applicable state law,



availability of banking products and services at reasonable
cost.

I‘leet Bank, N.A., Hartlord, Connecticut (*lLleet-
Connecticut™), received an “outstanding” rating rom the
OCC, its primary lederal supervisor, at its most recent
examination for CRA performance, as of March 31, 1995.
Examiners found that the bank’s board of directors and
management were actively involved in administering and
monitoring its CRA program, and that management pro-
vided a high level of ongoing and meaningliul support for
community development projeets and programs throughout
the state. In addition, examiners found that the bank and its
afliliates addressed a substantial portion of identified credit
needs, and that the bank’s credit extensions, applications,
and denials were reasonably distributed  throughout the

bank’s delincated community, which is the entire state of

Connecticut.

HMDA Data and Lending Activities. 'The Board lias
carefully reviewed 1993 and 1994 HMDA data for the
Fleet alfiliates that originate loans in all MSAs in Connect-
icut.s* These data generally indicate that Fleet has provided
housing-related joans 10 minority and low- to moderate-
income individuals and neighborhoods throughout the
communitics it serves in Connecticut. IFor example, despite
a sharp decline in overall mortgage loan activity in 1994,
Fleet’s mortgage loan originations (o wminoritics and in
low- to moderate-income arcas increased as a pereentage
of total loans.’* In Iartford, from 1993 to 1994, Fleet
increased its percentage of loan originations to Alfrican
Americans and Hispanics from 7 percent to [ pereent,
and to borrowers in low- to moderate-ircome census tracts
from 7.9 percent to 1.7 pereent.

In 1993, Fleet developed an affordable mortgage product
with low down payments and flexible underwriting criteria,
which increased the percentage of applications and loan
originations in low- to moderate-income arcas. Ileet also
participates in governnient lending programs, including
programs sponsored by the VA, FIIA, FNMA, and the
Connecticut Housing Finance Authority.

Fleet has participated in various affordable housing pro-
grams in Connecticut, including programs that benefit resi-
dents of cities in Connecticut. Fleet committed $10 million
1o the Connecticut Homebuyers Affordable Mortgage Pro-
gram, which offers mortgage loans with lexible underwrit-
ing standards and altordable pricing.”® Fleet committed
$4 million to the HART/Erog Holtow First Time Home-
buycrs Program, which has provided loans to 33 first-time,

low- to moderate-income borrowers for the purchase of

53. The aflitistes inctude Fleet-Connecticut, Flect Mortgage, and
Fleet-R1.
54, For example, from 1993 10 1994, loans 1o Alrican- American and

Hispanic borrowers increased from 0.1 percent 1o almost 14 percent of

total loans, and loans to borrowers in low- to moderate-inconie census
tracts increased from 8.2 percent to [3.1 percent. The 1994 percentage
of IMDA-reportable loans to African-American and Hispanic bor-
rowers is roughly equal to their representation in the state.

55, The bank funded approximately $1 million in affordable mort-
gage loans under this progran, belore it was discontinued due to a
lack of state funds.
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homes in Hartford, ‘I'he bank also committed $1 million to
the Urban League of Greater Hartford Affordable Mort-
gage Program, which provides affordable mortgages with
flexible underwriting guidelines to first-lime homebuyers.

Fleet commifted $1 million cach to the New Haven
Departiment of Housing Program for Homebuyers, a mort-
gage program for low- to moderate-income homebuyers,
and the New Haven Anti-Blight Program, which provides
morlgages 1o low- lo moderate-income individuals who
purchase a fully renovated home in New Haven, In 1994,
Fleet commitied $250,000 to the Bridgeport Neighborhood
Trust Home Ownership Initiative Program, which assists
first-time homebuyers in purchasing rehabilitated homes in
Bridgeport. Fleet-Connecticut committed $1 million to the
Norwalk Redevelopment Agency  Affordable Mortgage
Program, which is designed to assist low- to moderate-
income, first-time homebuyers with low down payments,
flexible underwriting, and homebuying study courses.> In
addition, Fleet committed $500,000 to a mortgage assis-
tance program sponsored by Soutbside Institutions Neigh-
borhood Alliance, which helps employees ol participating
organizations purchase homes in the South Lind of Hart-
ford. As noted above, Fleet also has committed to maintain
the Fleet/Shawmut 1994 combined level of aflordable
housing and cconomic development commitments through
1997, This includes Shawmut’s commitment to  the
“Affordable Home Ownership Made Easy” program spon-
sored by the Citizens for Action in New Britain. This
program provides affordable  mortgages 1o low- 1o
moderate-income residents by oflering zero-point mort-
gages at reduced interest rates and closing costs and pro-
vides homebuyer counseling.

Fleet-Connecticut originated $104 million in small busi-
ness loans in 1994, and an additional $ 141 million in smatt
business loans were closed during the first eight months of
1995, Approximately $37 million of the small business
loans made in 1994 were onginated under INCI'TY, which
focuses on businesses in low- 1o moderate-income arcas,
and $51 milion of the small business loans made during
the (irst cight months of 1995 were originated under this
initiative. In Hartford County, Fleet-Connecticut has ¢x-
tended $48 million in foans to businesses in low- to
moderate-income  communitics. Approximately $47 mil-
lion of the bank’s small business loans made in 1994, and
$92 million of the small business loans made during the
first cight months of {995, were originated under Fleet’s
“casy business banking’ program,

The bank worked with the Connecticut Development
Authority to develop the Connecticut Works business loan
program,® and has been involved in the Authority’s
URBANK program, which is designed to provide small
loans and technical assistance to smatl- and medium-sized

56. To date, Fleet has funded mortgages totaling $470,000 under
this prograni.

37. Fleet has funded 29 loans aggregating $89.7 million under this
program, with $7 million of these loans made in Harttord, including
$3 million in an enterprise zone in the North Lind.
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businesses in urban arcas. Through URBANK, Fleet-
Connecticut has provided 23 loans totalting $2.5 million,
with $1.3 million in direct loans made to small businesses
in Hartford.s®

Affordable Housing and Connmnunity Development. Fleet-
Connecticut has a variety of programs designed to promote
affordable housing and community development initiatives
in Connecticut. In addition, Fleet has entered into an agree-
ment with the Connecticut Oftice of the Attorney General
to establish a $207.5 mitlion economic development pro-
gram designed to promote home ownership, encourage job
retention and creation, and help small- to medium-size
businesses in Connecticut. The program includes $90 mil-
lion in loans to small- and medium-size companies through
the Connecticut Works foan guarantee program (which will
be in addition to loans in an amount cquivalent to the
average annual combined Fleet and Shawmut level of
participation over the past two years); $3 mitlion in small
business loans through the URBANK program to help
create and retain jobs in urban centers and distressed
regions (which will be in addition to loans in an amount
equivalent to the average annual combined Fleet and Shaw-
mut level of participation over the past two years); a
$25 million initial capital contribution to a fund that will
provide short-termy and permanent financing tor the acqui-
sition, rehabilitation, and new construction of single-family
and rental housing units for low- to moderate-income fam-
ilics; and $50 million to purchase Connecticut Housing
Finance Authority bonds to provide funding for existing
low- to moderate-income housing programs.

Fleet-Connecticwt also has committed $5 million to the
Afllordable Housing Fund for Connecticut, which provides
aftordable housing to low- to moderate-income families.s?
Fleet-Connecticut has committed $1.3 million to programs
sponsored by the Capital Housing Corporation in Hartford,
which was organized to increase the quality and availabil-
ity of afifordable housing.* The Jefferson/Seymour project
in Hartford, sponsored by Broad Park Development Corpo-
ration, received $1.1 million of construction and long-term
financing {rom Hleet-Connecticut to provide 30 housing
units for low- 1o moderate-income familics. In addition,
Fleet-Connecticut participated in the pre-development

58. Scveral commenters criticized certain aspects of Fleet’s small
business lending, including allegations that: the loan process is too
lengthy; the $10,000 minimum requirement for micro-loans is too
high; more small business lending is needed for certain inner-city
aveas, including the Blue Hills section of Hartford; and small business
needs in the Upper Albany and Clay Hill sections of Hartford should
be surveyed. Fleet generally responded that increased small business
lending activity will continue 1o be a signiticant focus of INCETY, and
that one of Fleet’s goals is to expedite processing of these loans. Fleet
also noted that small business loans, including loans for start-up
businesses, are avaifable from its CDC in amounts as low as $1,500.

59. This tund has developed 429 units of aftordable housing in five
years. [ts projects include the rehabifitation of the New Haven YMCA
for use as single-occupancy tesidences and development of projects in
Harttord and Bridgeport.

00, This Corporation has built or rehabilitated 2,600 units ol afford-
able housing in the fast ten years.

financing for Amistad Court in Hartford’s North End. This
covperative restdence provides housing for 14 familics.

Fleet-Connecticut has a $1 million participation in the
Greater New  Haven Community Loan Fund, which
finances the construction and rehabilitation of affordable
housing units. In addition, the bank committed $1 million
to the Bridgeport Neighborhood Fund, which provides
loans to developers and not-tfor-profit agencies for aflord-
able housing !

Fleet-Connecticut provided $1 million in equity in 1994
to the Community Economic Development Fund, a Con-
necticut government program that provides {inancing and
technical assistance Tor small businesses in Connecticut’s
major citics. Fleet also is an equity participant in the
Hartford Economic Development  Corporation,  which
works (o provide small businiess loans and create and retain
jobs in cconomically depressed arcas.¢? Finally, Fleet-
Connecticut committed $10 million 1o the Community
Investment Loan Program, a loan partnership developed
with municipal officials from Enficld, Manchester, East
Hartford, and West Haven, which provides small business
loans on flexible terms to revitalize the downtown arcas of
these communities.©?

Ascertainment and Marketing. The bank’s 1995 exami-
nation concluded that Fleet-Connecticut effectively ascer-
tained the credit needs of its community through outreach,
surveys, and demographic research, and that those needs
are addressed in the bank’s strategic plan, with comprehen-
sive action steps and measurable goals set out in the plan.
Examiners also found that marketing programs effectively
informed all segments of the bank’s community of avait-
able products and services.

Fleet-Connecticut uses a variety of advertising and other
methods to publicize its products and services to all seg-
ments of its delineated community.* For example, the
bank and Fleet Mortgage held 76 seminars for low- 10
moderate-income homebuyers in 1994, and 15 more semi-
nars in the first quarter of 1995, The bank also gave various
presentations on its “easy business banking” program,
INCITY, and basic banking, budgeting, credit and home-
buyer education. The bank held community loan days in
Bridgeport and other cities in Connecticut to familiarize
low- to moderate-income individuals with Fleets products
and services.,

Branches  and  Products.  Fleet-Connecticut  has
134 branches in Connecticut, including 30 in low- to
moderate-income communities. Fleet-Connecticut employs
Spanish-speaking stafl’ in various branches and brochures

61. This fund, which focuses on providing atfordable housing, has
helped develop 195 new housing units and rehabilitate 171 units.

62. Fleet-Connecticut contributed $240,000 in equity to this organi-
zation, and Fleet’s CDC participated with this organization in a loan
to a small business in [Hartford.

63. Thirty-four loans totaling $1.6 million are outstanding under
this program.,

04, The maiketing plan for 1995 includes strategies designed to
achieve community development loan goals, promote low- to
moderate-income credit products, and increase the bank’s muarket
share among low- to moderate-income houscholds.



describing bank products and services are available in
Spanish. In addition, Fleet-Connecticut cashes public assis-
tance checks in cach of its 134 branches, and issues food
stamps in 96 of them.

3. New York

Based on HMDA data, commenters alleged that Fleet-New

York has failed 1o mecet the housing-related credit needs of

low- to moderate-income and minority borrowers through-
out New York State, and that it denies a higher percentage
ol housing-related loan applications from minoritics than
from non-minoritics in all MSAs in New York, including
Albany, Rochester, and Buffalo. In addition, some com-
menters maintained that Fleet-New York olfered fewer
products and services, engaged in less community develop-
ment activity, and made fewer loans, including INCITY
loans, in New York than in other states where Fleet subsid-
iary banks operate.® Several commenters also contended
that Fleet had an inadequate number of branches in low- to
moderate-income and minority ncighborhoods in New
York, particularly in Rochester, Syracuse, Buflalo, Albany,
Binghamton, and the Bronx and Harlem sections of New
York City.o0

Fleet-New York received a “satisfactory” rating at its
most recent CRA performance examination by the Federal

‘

Reserve Bank of New York (“NY Reserve Bank™), as of

January 1994.97 Examiners found that Fleet-New York had
undertaken significant efforts to meet the credit needs of its
communities through the development of a variety of spe-
cial loan products. Examiners also concluded that Fleet-
New York’s community delineation was reasonable, did
not arbitrarily exclude any low- to moderate-income arcas,
and was supported by a peographic analysis of Fleet's
HMDA data and small business loan applications.®® In

65. Some commenters asserted that Fleet-New York held over
$1 billion of deposits in Fric County, but originated less than
$72 million in housing-related loans in the county in 1994, Jilect
responded that it held $1.3 billion in deposits and $1.3 billion in loans
of all types in the Buflalo MSA (which includes Erie County), as ol
December 31, 1994,

66, A few commenters alleged that the distribution of Fleet’s
branches in New York violates the fair lending laws, or that Fleet's
branches in low- to moderate-income and minority communities gen-
crally provide fewer services and are not as well maintained as
branches in more aflluent arcas.

67, Fleet-New York was formed in July 1994, through the merger of
Fleet Bank of New York, Albany, New York, and Fleet Bank,
Melville, New York, The 1994 performance examination reviewed the
CRA 1ecord of performance of Fleet Bank of New York in its
delincated community, which included most of New York State,
except for New Yook City and Long Esland. Fleet Bank (Melville),
which operated in Long Island and New York City prior to the merger,
received an “outstanding” rating from the NY Reserve Bank at its
nmost recent examination for CRA performance, as of May 1992
(“*NYC Performance Bxamination™).

68. Several commenters highlighted discrete portions ol the bank’s
1994 performance examination, including examiner concerns about
the bank’s ascertainment efforts in the Central/Mohawk Valley and
other upstate regions, marketing cefforts, small business lending and
the number of automated teller machines (“ATMsS™) in cual counties.
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addition, examiners found no evidence of prohibited dis-
crimination or illegal credit practices, or practices intended
to discourage applications lor the types of credit listed in
the bank’s CRA statement.”

HMDA Data and Lending Practices, The Board has
carclully reviewed 1993 and 1994 HMDA data for the
Fleet affiliates that originate loans tn all MSAS in New
York.” These data generally indicate that Fleet is provid-
ing housing-related loans to low- to moderate-income com-
munitics, and that it has increased its housing-related lend-
ing to minoritics in New York, For example, although Fleet
expericnced an overall decline in applications received
from all potential borrowers in 1994, Fleet's 1994 data
indicate an increase in the number of applications received
from, and loan originations to, African Americans and
Hispanics in New York. In addition, these data indicate
that Fleet received a higher percentage of its loan applica-
tions from low- to moderate-income census tracts in New
York in 1994 than in 1993, and that Fleet's percentage of
applications {rom such census tracts exceeded the percent-
age for lenders in the aggregate in 1994, In the Albany,
Bullalo, and Syracuse MSAs, Fleet increased its percent-
age of loan applications from, and originations to, African
Americans, Hispanics, and residents ol low- to moderate-
income census tracts {from 1993 to 1994, and these pereent-
ages in 1994 cxceeded the percentages for lenders in the
aggregate in these MSAs. The 1994 performance examina-
tion also found that the geographic distribution of Fleet’s
HIMDA data indicated reasonable penetration of fow- to
moderate-income communities, and noted that the number
of morigage applications received by Fleet from low- to
moderale-income census tracts was representative ol the
available owner-occupied housing stock  within  these
tracts.”!

deposit interest rates, and foan minimums. Nevertheless, examiners
determined that the overall performance rating ol the bank was
“satistactory,” Examiners also noted that Fleet-New York had tiaken
measures to address concerns about its reduced marketing eflonts,
including the implementation of CRA-related marketing initiatives,
and had developed specific loan products for low- to moderate-income
borrowers. Fleet also hired & community development officer for the
Central/Mohawk Valley Region, improved its program for community
development ascertainment calls, and increased substantially its com-
munity development marketing budget. The Board notes that the steps
taken by Fleet-New York to address concerns noted in the 1994
performance examination will be evaluated in futmie CRA petlor-
MANCe cxaminations.

069, The bank’s 1994 cxamination noted some violations ol the
reporting requirements under Regulation C, the requircments relating
o the maintenance of public files under Regulation BB, and the
failure to issue adverse action notices under Regulation B. Examiners
lound that Fleet-New York took appropriate action before the close of
the examination to correct these violations and to implement adequate
controls and procedures to ensure future compliance. Although the
NYC Performance Examination also noted violations of Regulation B,
examiners concluded that these violations were isolated and that they
did not involve any discriminatory practices.

70. ‘the affiliates include Fleet-New York, Fleet Mortgage, and
Fleet-R1L

71, Some commenters criticized deet-New York’s 1994 perfor-
mance examination for providing a tabular analysis of home improve-
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Flecet-New York has taken steps to increase its lending to
low- to moderate-income and minority borrowers, which
included the development of several housing-related prod-
ucts specifically designed to meet the credit needs of these
bortowers. Although Fleet does not offer the no down
payment/no-fee mortgage in New York that it makes avail-
able in other states, in 1993, Fleet introduced its low- to
moderate-income residential mortgage product in New
York to assist low- to moderate-income borrowers by offer-
ing flexible underwriting criteria, reduced down payment
minimums, and no private mortgage insurance requircment
for foans with at least a 95 pereent loan-to-value ratio.”
Fleet-New York also offers a community revitalization
mortgage program for low- to moderate-income homebuy-
cers. This program, which was developed in conjunction
with Neighborhood Housing Services, is offered through
participating community housing organizations and pro-
vides 98 pereent toan-to-value mortgages with substan-
tinlly reduced fees to borrowers purchasing property in
areas selected by the participating community organiza-
tons.”! In 1994, Fleet affiliates originated 146 mortgage
loans for over $12 million under this program.

Fleet also introduced in 1993 a home cquity/home im-
provement loan product and an unsecured consumer tnstall-
ment loan product designed specifically for low- to
moderate-income individuals in New York. Both products
are available to borrowers with incomes of’ 95 percent or
less of the state’s non-metropolitan median income, and
they use non-traditional underwriting guidelines, including
a debt-to-income ratio of 45 percent. The minimum loan
amounts for the home equity/home improvement loan and
the consumer instatlment loan are $4,000 and $500, respec-
tively.

The credit needs of small businesses in New York also
are addressed by several Fleet programs. Fleet is an active
participant in SBA loan programs, and Fleet-New York
was the leader in SBA loan originations during 1992 and
1993 among New York banks.”* In 1993, Fleet-New York
also developed a $3 million minority contractor loan guar-
antee program in conjunction with the New York State
Urban Development Corporation (“UDC”), which pro-
vides working capital loans at the bank’s prime rate to
businesses owned by women and minoritics 1o support

ment HMDA lending only. The text of the examination, however,
makes clear that examiners reviewed all categories of Fleet's TIMDA
lending in connection with their performance examination, and, as
discussed above, the Board independently reviewed certain HMDA
data for New York.

72, In 1994, Fleet originated 4,027 morttgage loans totalling
$319.7 million in New York under INCITY, which includes this
affordable mortgage product.

73. Fleet waives all points, application fees, and credit report tees
on community revitalization program morigages. In addition, the
program requires that only $500 of the minimum down payment must
be provided from the borrower’s own funds.

74. During the SBA’s 1992-1993 fiscul year, Fleet-New York origi-
nated 232 SBA-guaranteed loans, and it received the SBA’s New York
State Top Lender Award in 1992,

government contracting work.” In 1994, Fleet provided a
total of over $263 million in small business loans in New
York, including over $58 million in low- to moderate-
income areas through INCITY.”® Many of the small busi-
ness loan products offered by Fleet in other states, includ-
ing the “casy business banking™ and INCITY micro-loan
programs, also are available in New York.””

Aflordable Housing and Community Development. Yhe
1994 performance examination found that Fleet-New York
had developed productive relationships with government,
nonprofit, and private sector organizations that resulted in
many affordable housing and community revitalization ini-
liatives throughout the bank’s community. Examiners
noted that, as of January 1994, Fleet-New York had a total
of $55.8 million in Joans, lines of credit, and commitments
Lo support aflordable housing and economic development. /%

Fleet-New York invested $2 million in the New York
Equity Fund, which purchases limited partnership interests
in development projects organized by community housing
and development organizations throughout the state. Fleet
also provided a $1.4 million construction line of credit and
a $2.9 million permanent line of credit to the Community
Lending Corporation, which secks 1o rchabilitate and con-
struct affordable housing units in upstate New York, In
Buflalo, Fleet provided an $8 million loan to finance con-
struction of the Ellicott Town Center project.” Fleet also
provided a $2.8 niillion construction loan to finance 126
units of rental housing for low-income senior citizens in
Buffalo. Furthermore, in 1994, Fleet-New York cstablished
a $1 million mortgage loan pool to provide home mortgage
and home cquity loans to members of the Seneca Nation of
Indians that live on tribal lands. The Orange County Rural
Advisory Corporation reported that Fleet has committed to
provide permanent linancing o support two of its aflord-
able housing developments with a total of 77 units.

Fleet-New York has committed $2.5 million to the
Affordable Housing Partnership and its funding division
tor below-market rate mortgages to low- to moderate-
income homebuyers and developers of alfordable housing

75. UDC guarantees up to 80 percent of the loans made to eligible
businesses owned by minoritics and women.

76. A few commenters contended that the Board should not coa-
sider aggregate data provided by Fleet on its small business lending
activities, because Fleet refused to provide the commenters with small
business loan data broken down into geographical sub-units, Fleet
responded that it does not maintain the data in the format requested by
the commenters. The aggregate small business lending data submitted
by Fleet, while not as detailed as requested by commenters, is relevant
to the convenience and needs factor that the Board must consider
under applicable statutes, and the Board has reviewed such data in
light of all the facts of record.

77. In 1994, Fleet made 218 INCITY micro-loans to small busi-
nesses in New York, totalling $12.9 million.

78. [leet also contributed more than $1.5 willion to charitable and
non-profit organizations throughout the state in 1994,

79. The tirst phase of this project involves the renovation of two
vacunt public housing towers to create over 120 rental units for
persons with incomes of 60 percent or less of the area’s median
income. The project eventually will provide 500 rental and townhouse
units for low- to moderate-income familics, and it is the initial stage of
a program to revitalize an area in downtown Butlalo.



in the Albany region, Rental units built with Partnership
loans must be leased at rents that are altordable to ow- to
moderate-income Tamilies.® Fleet participates in similar
housing partnerships in Rochester, Syracuse, and Utica®!
Fleet also provided more than $21 million in 1994 (o
finance construction ol 279 low-income lousing units in
Brooklyn and the Bronx.®” I addition, Tleet has supported
the Long Island Housing Partnership by providing con-
struction loans for Partisership projects, and has supported
the Bellport Hagerman Hast Patchogue Alliance by provid-
ing a line of credit to support the Alliance’s housing
rehabilitation program. In 1993 and 1994, Fleet-New York
sponsored several aflordable housing conferences in New
York, including conferences organized by the Governor’s
Housing Conference, Neighborhood Preservation Coalition
ol New York State, and the New York State Rural Housing,
Coalition,

Fleet also provides credit and technical assistance 1o
small businesses in New York through its support of re-
gional and local organizations. For example, Fleet invested
$200,000 in Ibero-American nvestors Corporation, @ sudl
business investment company in Rochester that provides
cquity and debt financing for businesses owned by minori-
tics and woinen. Fleel also provided working capital and
grants to the Pace-Harlem Small Business Development
Corporation, which provides technical assistance 1o small
business owners in Harlem and Fast Harlem. In 1994, Fleet
committed $13 million 10 23 projects sponsored by the
Long Island Development Corporation, an SBA develop-
ment company. Finally, Fleet has funded or co-sponsored
conferences and workshops held by the Brooklyn Minority
Business Development Center ("MBDC™), the Bronx
MBDC, and the Nassau-Suffolk MBDC' that provide infor-
mation to businesses owned by minoritics and women
regarding government and bank programs and contract
opportunitics.

In addidon to Fleet’s existing lending, affordable hous-
ing and community development activities, Fleet intends to
introduce other CRA-related activities in New York that

80. Fleet also acts as agent bank for the Altordable Housing Partner
ship’s funding corporation.

K1, Fleet participated in a $5 million capitalization loan 1o the
Greater Rochester Housing Pactnership, which secks to leverage these
funds to build or rehabilitate 500 units ol low to moderate-income

housing. Fleet is one ol cight banks that committed a total of

$4.9 million in below-murket rate loans 1o the Syracuse Housing
Partnership for the rehabilitation and constiuction of aftordable homes.
Fleet also will provide $300,000 to the Utica Housing Partmership’s
$2.1 million mortgage toan pool Lo assist low income mortpage appli-
cants in that city. In addition, Fleet participates in the Aflordable
Housing Program ol the Fulton Comuunity Development Agency.

82. A lew commenters contended that Fleet’s lending activities
through government guaranteed toan programs and the New York
City Housing Partnership (C"NYCTHE™) should not be accorded full
weight under the CRA. The Agency CRA Statement, however, specil-
ically notes that financial institutions may seck to fulfill their CRA
responsibilitics by participating o goveunent insured lending pro-
prams, such as programs sponsored by the FHA, VA, and SBA.
Morcover, the NYC Petformance Exantination favorably noted Fleet’s
participation in the NYCHP programs.
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I'lect oflers in other states where it is located. For example,
Ileet intends to operate its CDC, which was initiated in
some states on a trial basis, in New York in the near luture.
Fleet also notes that in 1994, borrowers in New York
received the largest amount of INCITY mortgage, cou-
sumer, and small business lending, in terms of both the
number ol Toans and dollar volume.

Ascertainnient and Marketing., Fleet's 1994 performance
evaluation concluded that Fleet-New York has undertaken
significant efforts to aseertain the credit needs ol its com-
munity.®* Hxaminers also noted that Fleet-New York used
market rescarch tools 1o deterimine the effectiveness of its
loan penetration in minority communities, and, based on
such analyses, had concentrated its marketing and outreach
cllorts on these communities. The bank’s outreach program
is primarily implemented through its call program and
regional CRA officers, who make direet contact with repre-
sentatives lrom housing, cconomic development, business,
and government organizations. To supplenient the direct
call program, Fleet-New York appointed an allordable
housing officer with responsibility for determining commu-
nity housing needs throughout the state. The credit needs
ol small businesses also are ascertained through the state-
wide community banking CRA manager and regional com-
munity bankers of the community banking group. Finally,
examiners noted that Fleet-New York uses a varicty of
nmarket reseacch tools as an clfective means Lo ascertain
consumer credit needs, ‘These rescarch tools included the
use ol an outside consultant to analyze the peographic
distribution of the bank’s HMDA data and loans and
deposits, and Tocus groups composed of community resi-
dents, including minoritics. lixaminers credited these ascer-
taimuent eflorts with Fleet’s development of new aftord-
able  housing  programs, inciuding  the  community
revitalization program.,

Examiners also Tound that Fleet had implemented ade-
quate marketing and advertising programs o infornt its
communitics of the credit products it offered. In 1993,
Fleet established a marketing program for its low- (o
moderate-income consumer products using newspaper and
radio advertiscments focusing on minorities, Fleet has
taken measures to address concerns expressed by examin-
ers about the significant decrease in Fleet's credit-related
advertisements in 1993, especially through the implemen-
tation of CRA-related marketing initiatives.® In addition,

83, The NYC Performance Fxamination also concluded that Tileet
Bank had a strong and ¢ltective ascertainment program in New York
City and Long Island that included ongoing and meaningtul contact
with numerous and diverse organizations. Fixaminers found that Flect
Bank and Uleet Mortgage had been especially responsive 1o the needs
of low- to moderate-income neighbothoods, as evidenced by their
level of mortgage loans made in support of allordable housing initia-
tives and their substantial volume of indireet home improvement
lending in low- to moderate -income areas.

84. A few commenters claimed that the CRA performance exantina-
tions of Fleet Bank (Mclville) and Fleet Bank of New York should not
be given signiticant weight in these applications because the examina:
tions took place prior to the merger of these two banks to form
Fleet New York, and that Fleet's record of performance in New York
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in 1994, Fleet introduced special advertising campaigns in
the arcas in which it operated that highlighted the mort-
gage, small business, and consumer loan products available
through INCTTY.#S

Branches and Products. Fleet-New York offers a “basic
checking” account that requires « $25 opening balance and
no subsequent minimum balance, is subject to a $3 monthly
fee, and permits depositors to make eight free transactions
a month.® As of January (994, Fleet-New York had over
52,000 basic checking accounts. The 1994 performance
examination also noted that Fleet oflered a senior checking
account for individuals 60 years or older. The sentor
account requires no minimum balances, and imposes no
per check or monthly service charges.

Fleet-New York has 335 branches in New York, includ-
ing 71 in low- to moderate-inconie census tracts and 12 in
minority census tracts.®” The 1994 performance examina-
tion found that Fleet-New York’s branches were reason-
ably accessible to atl segments of its community, including
low- 1o moderate-income communities, and that the bank’s
products and services were aceessible throughout its delin-
cated community.®® Fleet-New York also maintains a for-
mal branch closing policy that provides for communication
with community groups and civic leaders prior to branch

City and Long Istand has not been reviewed since 1992, 'The Board
notes that the most recent CRA perlormance examination ol Fleet
Bank of New York was completed as of January 1994, and reviewed
most ol the operations acquired by Fleet-New York. ‘The Board has
considered the limitations ol these examinations in reviewing this
proposal, and also has considered the HMDA data discussed in this
order and Fleet-New York’s activities since the most recent CRA
exanination.

85, In 1994, Bleet initiated two corporate INCETY marketing cam-
paigns that used more than 100 newspapets and 20 radio stations
throughout New England and New York, including numerous newspi-
pers and radio programs intended for minority audiences. Each adver-
tisement included Fleet’s 24-hour toll-free number, and many of the
advertisements were in Spanish, Portuguese, Chinese, or Cambodian.

86. Some commenters contended that Fleet-New York's branch
network has fewer ATMs, including bilingual AI'Ms, than Fleet's
branch networks in other states. Fleet has 230 AUMs in New York,
including 80 with bilingual capability. Fleet indicated that it has
installed ATMs in cight branches in low- to moderate-income neigh-
borhoods this year. As noted in this order, the 1994 performance
examination found that the bank’s products and scrvices were accessi-
ble throughout its delineated communily.

87. 'Two of Fleet-New York's three branches in Albany we located
in low- to moderate-income census tracts. In Rochester, three of
Fleet-New York's five branches are located in low- to moderate-
income census tracts. Certain commenters contended  that vartous
Heet branches located in downtown low- to moderate-income census
tracts in New York do not, in tact, seive low- 1o moderate-income
neighborhoods, and that Fleet-New York has no branches in minority
neighborhoods in Atbany. As discussed i this order, examiners found
that Fleet-New York used various means to ascertain the credit needs
of low- to moderate- income and minority bortowers in New York, and
that its lending programs, including, programs lor low- to moderate-
income and minority borrowers, were available throughout its delin-
cated comnmunity, ‘The Board also notes that cach census tract in
Albany with a minority population of 50 percent or greater is adjacent
to a census tract with a Fleet branch.

88, The NYC Performance Examination also concluded that the
bank’s branches in New York City and Long Island were reasonably
accessible to all segments of the community.

closings.® In 1994, examiners reviewed Fleet-New York's
branch closings in Upstate New York during 1992 and
1993,%0 and concluded that the branch closings in low- to
moderate-income neighborhoods were reasonable, and that
comparable banking services were available within a short
distance of the closed branches. 9!

4. Rhode Island

Several commenters alleged that MDA data and other
lending dita show disparities by race in Fleet’s lending in
Rhode Island and claimed that neither Fleet nor Shawmut
are meceting the credit needs of low- to moderate-income
necighborhoods in Providence. In addition, commenters al-
leged that Fleet:

(1) Has a poor record of mortgage loan processing and

servicing in Rhode Island;??

89, Certain New York commenters objected to tleet-New York’s
June 1995 closure of its Genesee Strect-Michigan Avenue branch in
Bullalo, and its October 1994 closure of the Water Street and Lirie
Plaza branches in Ehnira. Commenters also contended that Fleet
representatives failed to meet with community leaders betore closing,
the Buftalo branch. Fleet responded that branches ol 26 financial
institutions, including three Fleet branches, remained within one mile
of the Buflalo branch at the time of its closing. In addition, Fleet
indicated that savings from the closuie of the Buftalo branch were
used to install ATMs in two other branches located in low- to
moderate-income census tracts in Buflalo, including one branch that is
only hall a nule from the closed branch. Fleet also stated that, before it
closed the branch, its representatives met with 11 local government
and community leaders, including several city council members. Fleet
stated that the Elmira branches had experienced a significant decline
in aggregate deposits over the past few years, and that the deposits of
these branches were transterred to a new branch with drive-up bank-
ing facilitics and increased parking.

90, Several commenters alleged that Fleet-New York improperly
closed its only branch in Binghamton, and removed Broome County
(which includes Binghamton) front its CRA-delincated community in
February 1993, Examiners reviewed the closure of Fleet’s Bingham-
ton branch during the 1994 performance examination, and noted that,
at the timie of the closing, 20 branches of other financial institutions
were located within a four mile radius of the closed branch. Fleet also
indicated that, at the time of the closing, the branch controlled less
than | percent of totad deposits in the Binghamton market. In addition,
in 1994, cxaminers reviewed Fleet-New York’s community delinea-
tion in upstate New York, and found that it was reasonable, did not
arbitrarily exclude any low- to moderate-income areas, and was sup-
ported by a geographic analysis ol Fleet’s HMDA data and small
business loun applications. Examiners noted that the bank received
less than | percent ol its HMDA-repottable loan applications in 1993
from the five New York counties (including Broome County) that
were not included in the bank’s delineated community.

91. A few commenters also objected to Fleet Bank's 1991 closure of
its branch on the Grand Concourse in the Bronx, New York. The NYC
Performance Examination reviewed this closure, and noted that, at the
time of the closing, nine branches of other financial institutions were
located within a halt-mile radius of the branch. Examiners also noted
that Fleet had unsuccesstully attempted to lind an alternative site tor
the branch.

92. One commenter alleged that Fleet has not sufliciently assisted
mortgage customers experiencing financial difticulties. Tleet denied
this allegation, noting that it has worked with the commenter to
resolve the customers’ cases. This commenter also alleged, without
providing specific tacts, that Fleet laited to honor certain commit-
ments in CRA agreements that it made with the commenter in 1986
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(2) Has not actively ascertained the credit needs ol low-
to moderate-income arcas of Providence; and

(3) Has an insufficient number ol branches serving low-
to moderate-income neighborhoods in South Providence.

Fleet National Bank, Providence, Rhode Istand (“Fleet-
RI”), received o “satisfactory” rating from the OCC

at its most recent CRA performance examination, as of

March 31, 1995.2% Fixamincers found that Fleet-RI’s com-
munity delincation was reasonable and did not exclude
low- to moderate-income arcas, and that the bank affirma-
tively solicited credit applications from all segments of its
community, including low- to moderate-income and minor-
ity census tracts.

IIMDA Data and Lending Activities. The Board has
carcfully reviewed 1993 and {994 HMDA data for the
Fleet afliliates that originate loans in all MSAs in Rhode
Island.»* These data indicate that the percentages of home-
related loan applications from and loans by Fleet to Afri-
can  Americans, Hispanics, and residents in low- to
modcerate-income census tracts increased from 1993 to
1994,

In addition, examincers in the 1995 performance exami-
nation noted that although the 1993 and 1994 HMDA data
indicated that Fleet's loan approval rates lor residents in
fow- to moderate-income census tracts remained well be-
low approval rates for applicants living in higher income
census tracts, Fleet had approximately doubled the number
and volume of HMDA-reportable loan originations in low-
to moderate-income  census tracts between 1993 and
1994 9% Examiners also found that, in 1994, the percentage
of all HMDA reportable applications [tom minority appli-
cants (approximately [ percent) was generally equivalent
to minority representation in Rhode Island’s population.

Fleet-RI has taken steps 1o strengthen its record of

helping to meet the housing-related credit needs in low- to
moderate-income communities in Rhode Island. In addi-
tion to offering its portfolio mortgage loans, % Fleet partici-
pates in the following prograns sponsored by the Rhode

and 1989, Fleet responded that it is in substantial compliance with the
1986 agreement, but that it has no record of any 1989 written
agreement with the commenter. ‘The Board notes, morcover, that
agreements between banking organizations and community groups are
private arrangements that are not enforceable by the Board.

93. The Board also caretully considered the most recent CRA
performance examimation of Shawmut Bank Connecticut, National
Association (“Shawmut Bank-C'1""), which has branches in Rhode
Island, by its primay federal supervisor, the OCCL The OCC rated
Shawmuat Bank-C'T “satislactory,” as ot December 31, 1993, The
Board also notes that, in order to address the comipetitive issues raised
by this proposal, iect will divest all but one ol Shawmut Bank-C'F's
branches in Rhode [sland.

94. The afliliates include Fleet-RI and Fleet Mortgage.

95. The HMDA reportable loans in the OCCs analysis included
purchase money residential mortgages, residential refinance toans, and
home improvement loans.

96, Fleet reported that it made 152 loans totalling $11 million in
Rhode Island in 1994 under its special pordolio loan program for low-
to moderate-income borrowers.

Island  Housing and
(“RINMEC”):
(1) The First Home Program, which offers first mortgage
loans with below-market interest rates, low down pay-
ments, and flexible underwriting standards to first-time
homebuyers; and
(2) The JumpStart program, through which creditworthy
low- 10 moderate-income borrowers receive down pay-
ment assistance and mortgage {inancing at below market
interest rates for purchases of -4 family owner-
occupied residences.?’

Mortgage Finance Corporation

The 1995 performance examination characterized Fleet as
a leader among Rhode Island financial institutions in origi-
nating, loans through RIHMEC programs in 1994,%% with
406 such loans totalling $31.2 million, including 139 Jump-
Start loans totalling more than $9.6 million.*” Examiners
also found that, during 1993 and 1994, Fleet made 377
FHA louans 1otalling more than $39 million and 178 VA
loans totalling almost $19 million in Rhode Island.'" In
1994, Fleet also conducted a direct mail program on a trial
basis in Providence that offered pre-approved, consumer
installment loans to residents of low- to moderate-income
neighborhoods of Providence, which generated more than
400 new loans totalling $1.3 million.

To address the credit needs of small businesses in Rhode
[sland, Fleet-RI provides small business loans through
Fleet’s “casy business banking™ program and its commu-
nity banking program, which includes loans ranging {rom
$100,000 to $500,000 to businesses with sales of less than
$5 million. The 1995 performance exaniination noted that,
during 1994 and the first live months of 1995, Fleet-R1
made 465 “casy business banking” loans totalling approx-
imately $2 1.5 million and more than 300 community bank-
ing loans totalling approximately $58.7 million. In addi-
tion, the report ol examination lound that Fleet led the state
in SBA loans in 1993 and 1994, with 126 loans totalling
$25.7 million.

Affordable Housing and Community Development. 'l'o
help meet the needs of low- to moderate-income residents,
Fleet-R1 also provides financing for the construction and
renovation of rental and owier-occupicd housing units in
coordination with RIHMFC and local and national non-
profit housing organizations. For example, OCC cxaminers

97. Under the JumpStart program, RUIMEC provides first and
second mortgage linancing, and Flect provides unsecured {inancing to
support down payment and closing costs at below market rates.

98. A commenter alleged that Fleet has made very few mortgages in
South Providence under the RINIMEC’s low-income housing progran.
Fleet responded that, as ol July 31, 1995, it had 106 RINMIEC loans in
its servicing portfolio with outstanding balances totalling, more than
$6 million in {our low- to maderate-income census tracts i South
Providence.

99. In 1994, Shawnmut Mortgage Company (*Shawmut Mortgage™)
made 205 RIHMEC loans totalling more than $ 16 million.

100. Fleet reported that it made 749 mortgage loans totalling
$61.3 million under the INCITY credit initiatives in 1994, including
portlotio loans, RIHMIC program loans, FHA and VA loans, and
FNMA Homebuyer loans.
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noted that, since 1993, Fleet has provided $749,000 in
financing for the construction of 43 units ol affordable
single-family housing in Providence and assisted RIHMEC
in financing a 27-unit allordable housing project in South
Providence, Fleet-R1 also provided a $100,000 loan to the
Stop Wasting Abandoned Property Gallup Street Project to
help rehabilitate four honies in South Providence to be sold
to low-income residents. In addition, Fleet-R1 is one ol
four lenders participating in the Providence Plan Housing
Corporation’s Bank Lincs Program, a $30 million mont-
gage program designed to provide homeownership oppot-
tunities for low- to moderate-income houscholds in Provi-
dence. Fleet-RI also has made a commitment to provide
$750,000 in financing for the Last Providence Neighbor-
hood Housing Scrvice's affordable housing program. Un-
der this program, the bank provides first mortgage financ-
ing subject to flexible underwriting  guidelines  and
participates in a loan pool with other leaders for second
mortgage financing. Morcover, Fleet-RT made a capitaliza-
tion deposit pledge of $200,000 to Oasis Community De-
velopment Federal Credit Union, & new credit union being
formed to serve residents ol South Providence.

Fleet-R1 introduced special loan programs totalling more
than $20 million under the Northern Rhode Island Initia-
tive to address needs arising from the region’s depressed
cconomic  conditions, including a reduced rate home
equity/home improvement loan, a no-down-payment first
morlgage for {irst-time homebuyers, and a commercial
mortgage lor financing 5-to-15 unit investment proper-
tics.' Fleet-R1 afso has coommmitted $1 million to a low-
interest housing fund that provides betow-market interest
rate loans to Rhode Island non-profit housing agencics lor
development costs. In addition, Fleet-R1 participates in the
Minority Contractor Program of the Rhode Island Depart-
ment of Transportation (“RIDOT”) through which firms
that are owned by women and minorttics that are awarded
RIDOT contracts receive short-term working capital loans
from Fleet. Fleet also made a $500,000 equity investment
in the Minority Investment Development Corporation,
which provides loans, cquity investments, and technical
assistance for businesses owned by minoritics.

Ascertainment and Marketing. The 1995 perlormance
cxamination concluded that Fleet-R1 had a good record of
activities 1o ascertain community credit needs. Examiners
found that Fleet-RIL ascertains credit needs  through
community-based contacts, a formal branch manager call
prograny, open house programs at which community and
civic leaders meet with Fleet’s senior management, peri-
odic meetings with local community groups to discuss
their concerns and the performance of Fleet’s INCITY
initiatives, use of outside consultants, and other ongoing
working relationships with governmental and private sec-
tor representatives. Examiners also noted that afier ascer-
taining that Rhode Island communities” most significant

101, Fleet-R] introduced a similar scries of loan programs in the
Bristol County area and in the Attleboto and New Bedtord communi-
tics in Rhode Island.

credit needs were for affordable mortgage loans and small
business loans, Fleet developed and introduced its porttolio
loan and “casy business banking” programs. In addition,
examiners concluded that Fleet-RY aggressively publicized
its products and services throughout its delincated commu-
nity, using a varicty ol media and other means.

Branches and Products. 'The OCC’s 1995 examination
found Fleet-RI’s branches to be reasonably accessible to
all scgments of its detineated community, including low- (o
moderate-income areas.'™ Examiners noted that Fleet-RI
operates 57 branches and 104 automated teller machines,
many ol which offer service in Spanish, French, and Portu-
guese. Examiners further noted that Fleet's corporate level
branch closing policy was satisfactory, and that Fleet-R1
had Tollowed the policy in closing or consolidating ten
branches since January 1993, Examiners added that cach of
these closings was related (o an acquisition and involved
consolidation with ncarby branches.

5. New Hampshire

New Hampshire commenters contended that Fleet has not
made a suflicient number of loans to low-income residents
in New Hampshire’s raral communities or adequately par-
ticipated in affordable housing projects, particularly those
projects cligible for low-income housing tax credits. !0

Fleet Bank-NH, Nashua, New Hampshire (“Fleet-NH™),
received an “outstanding” rating from the Federal Reserve
Bank ol Boston (““Boston Reserve Bank™) at its most
recent examination for CRA performance, as of August 8,
1994, The examination found that Fleet-NIT's community
delincation was reasonable, that it included most of the
populated arcas of the state, and that it did not cxclude
low- to moderate-income neighborhoods. Examiners also
noted that, although Fleet's lending activity was weaker in
several rural counties than in the state’s more urban coun-
tics, its 1993 HMDA data indicated that 63 percent of its
HMDA-reportable loan applications came {rom rural arcas
outside the state’s three MSAs, and that low- 1o moderate-
income applicants were treated consistently throughout the
stale.

Lixaminers also concluded that Fleet’s home mortgage
and small business lending were reasonably distributed
throughout the state. In addition, exaniners found that the
bank aflirmatively solicited credit applications from  all
segnments of its community. The 1994 performance exami-
nation conctuded that the bank’s branches were accessible
1o all segments of its delincated community.

102, Commenters alleged that only one Fleet branch serves the low-
to moderate-income neighborhoods ol South Providence. Fleet re-
potted that it has ten branches in low- to moderate-income census
tracts in Rhode Island, including hive in Providence, and noted that
thiree of the branches serve low- to moderate-income negghborhoods
in South Providence.

103, In addition, commenters argued that Fleet should cash govern-
ment checks tor customers and non-customers at all its branches in
New Hampshire,
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Lending Activities. 1'ect-NH has taken a number of steps
to improve its record of helping to meet the housing-
related credit needs in low- 1o moderate-income  arcas
throughout its designated communitics. For example,
Fleet-NH and its alliliates offer several foan products to
low- to moderate-income borrowers, inctuding a portfolio
home mortgage foan that requires a S pereent down pay-
ment, half of which can be a gilt, grant or sclier conces-
sion, The 1994 performance examination noted that for the

first scven months of 1994, the bank made $7.4 million of

mortgages under this program. Examiners found that, dur-
ing 1993 and the first six months of 1994, [Fleet’s mortgage
lending in New Hampshire included 52 New Hampshire
Housing Finance Authority (“NHHIA”) loans for low- to
moderate-income Tamilies totalling $4.3 million, 335 FHA
loans totalling $34.5 million, and 363 VA loans totalling
$45.2 million.'* In addition, cxaminers noted that
Fleet-NH offers a home improvement loan that permits
higher-than-usual loan-to-valuc and debt-to-income ratios,
and an unsecured personal loan that permits a higher-than-
usual debt-to-income ratio and a longer repayment term.

As part of its small business lending activities in New
Hampshire, Fleet-NI provides SBA-sponsored loan prod-
ucts, including loans through the Granite State Feonomic
Development Corporation/SBA 504 Loan Program, and
loans sponsored by the New Hampshire Business Finance
Authority (“BFA”). The 1994 performance examination
found that the bank approved 80 SBA loans totalling
$32.9 million and 20 BFA loans totalling more than
$9 million in the (irst nine months of 199419 1 addition,
examiners noted that Fleet-NH extended 99 “*casy business
banking” loans totalling $3.2 million during the first nine
months of 1994, Ileet reported that it approved 411 such
loans totatling $22 million during 1994 and the fivst eight
months of 1995,

Affordable  Housing and  Cownnunity  Development.
Fleet-NH also participates in various affordable housing
and community development projects, including Tow-
income housing tax credit investnients, For example,
Fleet-NH made a $950,000 low-income housing tax credit
investment in Merrimack Place, a 16-unit townhouse
project (or low- (o moderate-income residents in the Center
City arca of Manchester sponsored by the Manchester
Neighborhood Housing Service (“MNHS”), a non-profit
organization dedicated to the revitalization of Manches-
ter’s inner-city neighborhoods, "¢ Fleet-NIT also partici-

104, Fleet reported that it originated NHFIFA mortgages totalling
more that $5.7 million during 1994 and the first cight months of [995.

105, Fleet reported that Fleet-NH was the leading bank participant
in the various SBA progiams in New Hampshire as ol September 30,
1994, Fleet also noted that 93 small business loans, totalling
$10 miltlion, were made in low- to moderate-income communitics
during the first eight months ol 1995,

106. A commenter maintained that Fleet has established minimum
limits for investing in low-income housing tax credit projects and that
this policy has the eliect of excluding small projects in rural and small
urban communitics. Fleet denied that it has such a policy, noting that
cach proposal is evaluated individually. Uleet also stated that it is
currently discussing a pouoled approach to investments in low-income

pates in several multi-bank loan pools designed to assist in
the rehabilitation and development of permanent affordable
housing. For example, Fleet-NH has committed financial
and stail support 1o the New Hampshire Community Rein-
vestment Corporation’s $30 million loan pool that is being
formed to finance affordable housing projects, and it ex-
pects to provide the third largest share of this pool. In
addition, Flect-NH provided $500,000 to the Concord
Conumnunity Housing Investment Pool, ${ million to the
Scacoast Community Banking Council’s loan pool, and
$200,000 to the MNHS loan pool. Fleet-NH also partici-
pated in the formation of a grant pool through the NH
Charitable Foundation, which will provide operating capi-
tal to affordable housing groups, and provided operating
funds dircctly to MNHS and French Hill Neighborhood
Housing Services. The bank also donated $40,000 to the
New Hampshire Community Loan Fund, which helps resi-
dents of mobile home parks and apartment buildings be-
come homeowners.'97 In addition, Fleet-NH provided a
$125,000 line of credit to The Working Capital Program,
which is a peer lending program that extends credit to
sclf-cmployed business owners throughout New Hamp-
shire. Most borrowers in this program ar¢ women who
operate home-based businesses. Fleet-NH also has agreed
to participate in the Governos’s Loan Pool for Economic
Development throughout the state.'o%

D. Other Convenience and Needs Considerations

HMDA Data In General. In addition to the state-specitic
HMDA data discussed above, the Board has reviewed, on
an aggregate basis, 1993 and 1994 HMDA data reported by
Fleet alliliates in Massachusetts, Comiecticut, New York,
Rhode Island, New Hampshire, and Maine, and in certain
MSAs identificd by the commenters. '™ These data indicate
that Flect has generally improved its lending record of
housing-refated loans to residents of fow- to moderate-
income census tracts and African-American and Hispanic
borrowers. For example, HMDA data for Fleet subsidiaries

housing tax credit projects throughout the state with the New [lamp-
shire Community Reinvestment Corporation,

107, One commenter criticized Fleet Bauk-NH for not becoming a
menmber of the Federal Home Toan Bank ol Boston (“IFIHLBRB™)Y and
thereby increasing its aceess to low-costs funds to finance alfordable
housing. This commenter also commended Shawmut Bank NH tor its
membership in the FIHLBB. Fleet has indicated that it recently reached
an agrecment with the FHLBB to gain access to its afordable housing
funds.

tOR. Under this program, Fleet Bank-NH has committed that
$20 million of its total Toan production will be comprised of SBA and
BEA program loans.

109. The MSAs include Boston, Hartford, Providence, and all the
MSAs in New York. One commenter contended that Fleet also has a
poot record of fending to African Americans in Milwaukee, Wiscon-
sin, Chicago, Tlinois, and OQakland, California. "The Board notes that
Fleet has no banks serving these cities, and that special mortgage
programs are not currently available trom Fleet’s mortgage subsidiary
that operates in these arcas. FleeUs mortgage subsidiary, however, is
in the process of forming a national low- to moderate-income lending
unit to develop products that address the needs of low- to moderate-
income borrowers and an outreach program to reach those botrowers.
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indicate that, while the overall number of applications
generally declined from 1993 to 1994, the percentage of
applications from and originations to residents of low- to
moderate-income census tracts and African-American and
Hispanic borrowers increased. In some categories and ar-
cas, Fleet’s subsidiaries lend at a level that cquals or
exceeds that of their peers. In other categories and areas in
these states and MSAs, the data show a low number of
housing-refated loans to minorities and low- to moderate-
income applicants, and disparitics in the declination rates
for minoritics compared to those for non-minority appli-
cants.

The Board is concerned when an institution’s record
indicates disparities in lending to minority applicants, and
it believes that all banks are obligated to ensure that their
lending practices are based on criteria that assure not only
safe and sound lending, but also equal access to credit by
creditworthy applicants regardless of race. The Board rec-
ognizes, however, that HMDA data alone provide an in-
complete measure of an institution’s lending in its commu-
nity. The Board also recognizes that IIMDA data have
limitations that make the data an inadequate basis, absent
other information, for conclusively determining that an
institution has engaged in illegal discrimination in making
lending decisions.

As discussed above, the most recent CRA examinations
of Fleet’s subsidiary banks found no cvidence of illegal
discrimination or policies that discourage applicants from
pursuing credit applications. Fleet also has implemented a
comprehensive corporate program designed to help ensure
equal treatment of loan applicants and compliance with fair
lending laws and other credit-related laws by all its subsid-
taries. This program includes a second review ol all mort-
gage, consumer, and small business loan applications rec-
ommended {or denial from low- to moderate-income
applicants or applicants located in low- to moderate-
income areas.

This program also includes policies and procedures for
compliance with those laws, as well as compliance and
diversity training for all management officials, loan offic-
crs, and any staff members who have contact with the
public. Fleet has implemented management reviews of
compliance and self-evaluation systems to analyze lending
patterns and compliance,"'? including sclf-testing proce-
dures as part of regularly scheduled consumer compliance
reviews. Fleet also has established a fair lending policy
committee to oversee the corporation’s fair lending activi-
tics and to manage compliance with applicable federal and
state laws and regulations. Furthermore, Fleet has taken a
variety of steps discussed above at its subsidiary banks that
assist in meceting the housing-refated credit needs in arcas

10, The Board notes that in 1993, Fleet implemented a corporate
HMDA compliance program that uses an automated collection, man-
agement, and reporting system. With this system, management can
analyze lending patterns in all its communities and use these analyses
to monitor progress in meeting its CRA and fair tending gouls.

with predominately low- to moderate-income and minority
residents,

Branch Closings. A number of commenters have raised
concerns that branch closures that would result from con-
solidating the operations of Fleet and Shawmut would have
a material adverse etfect on low- to moderate-income
neighborhoods. Fleet has represented that it does not have
a final branch closing plan but stated its intent to remain in
all communitics where Fleet and Shawmut currently oper-
ate branches, except where divestiture is required to ad-
dress the competitive issues raised by this proposal.

The Board has carefully reviewed Fleet’s branch closing
policy, which has been implemented at all Fleet subsidiary
banks, in light of these comments. Under this policy, the
bank is required to assess and consider the impact of any
branch closures on the banking convenience and needs of
the public in the communities in which such branches arc
located. Fleet also is required under this policy to evaluate
alternatives to closure, such as changing services offered
and hours of service, upgrading facilities, and increasing
automation. Examiners found the branch closing policy to
be satisfactory and determined that Fleet’s subsidiary banks
have followed this policy in closing or consolidating
branches since the previous CRA performance examina-
tions. No materially adverse effects on low- to moderate-
income neighborhoods from branch closings were identi-
ficd in any performance examination.

Recent amendments to the FDI Act require an insurcd
depository institution to submit a notice of any proposed
branch closing to the appropriate federal banking agency
no later than 90 days before the date of the proposed
branch closing."'t Customers ol the insured depository
institution also must be notitied. The Joint Agency Policy
Statement on Branch Closings (“Joint Policy Statement”)
requires that the notice:

(1) Identify the branch to be closed and specify the

proposed date of closing;

(2) Provide a detailed statement of the reasons for the

decision to close the branch; and

(3) Provide statistical or other information in support of

such reasons consistent with the institution’s written

policy for branch closings.''?

Based on all the facts of record, and in light of the
requirements imposed by Fleet's branch closing policy and
the Joint Policy Statement, which both afford interested
persons notice of branch closings, the Board believes that
concerns about branch closures do not warrant denial of

L11. See section 228 of the Federal Deposit Insurance Corporation
Improvement Act of 1991, which added a new section 42 to the FDI
Act (12 US.C.§ 18315-1).

112, 58 Federal Register 49,083 (1993). The Joint Policy Statement
also provides that the branch closing notice procedure does not apply
to the movement of branches within the same immediate neighbor-
hood that does not substantially affect the nature of the business or the
customers served. Such occurrences involving only short distances are
viewed essentially as branch consolidations or relocations under the
Joint Policy Statement.
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this proposal. The Board’s action on these applications and
notices is conditioned on Fleet submitting quarterly reports
on all branch closings to the appropriate Reserve Bank for
18 months after consummation of this proposal. These
reports must include the underlying reasons and statistical
information supporting the decision to close the branch,
and detail the efforts made by Fleet to minimize the impact
of any closure in low- to moderate-income neighborhoods.
The Board also notes that any branch closings by Fleet,
particularly in low- to moderate-income neighborhoods,
will be assessed by examiners as part of the institution’s
CRA performance evaluation, and will be reviewed by the
Board in future applications to acquire a depository facil-
ity.

Compliance with Fair Lending Laws and Other Credit-
Related Laws. Several commenters have cited past and
pending lawsuits against Fleet’s nonbanking lending sub-
sidiaries alleging violations of fair lending laws and other
credit-related laws, that previously have been considered
by the Board.''* In particular, the Board has carefully
reviewed past and pending lawsuits filed against, and state
investigations of, Fleet and its nonbanking finance subsid-
iary, Fleet Finance, Inc. (“FFI”), in Fleet Bank of New
York.\'4

A few commenters raised new compliance issues related
to Fleet’s lending and debt collection practices in Michi-
gan. These allegations form the basis of a recently filed
class action lawsuit against FFL''S The Board notes that

113. One commenter also filed a complaint with the United States
Department of Housing and Urban Development (“HUD™) alleging
that Shawmut’s subsidiary bank in Massachusetts treated minority
“testers” in a disparate manner. The Board believes that HUD and the
DOJ. under a Consent Decree filed December 13, 1993, in the case
styled United States v. Shawmur Morigage Company, Civ. No.
3:93CV-2453 (D. Conn.), have adequate authority to address any
violations that the commenter can substantiate. Moreover, after the
proposed merger. Fleet would become subject to the Consent Decree,
for its remaining term with respect to the operations of Shawmut
Mortgage acquired by Fleet. The Board notes that, since this Consent
Decree was entered, Shawmut’s subsidiary banks and Shawmut Mort-
gage have undergone fair lending examinations by the OCC, which
found that all the Shawmut subsidiaries were in compliance with the
substantive provisions of antidiscrimination laws and regulations and
revealed no evidence of illegal discrimination or prescreening of loan
applicants.

114. Fleer Bank of New York. 80 Federal Reserve Bulletin 170
(1994) (“*Fleet New York Order™); see also Fleet Financial Group.
Inc., 80 Federal Reserve Bulletin 818 (1994). This review included a
number of complaints filed in Georgia and other states against Fleet
and FFl. The Board noted that Fleet had entered into settlement
agreements with the Attorneys General of Georgia and Massachusetts
concerning FFL's mortgage lending practices in those states. Some of
those cases have been settled, including a racial discrimination case in
Georgia, a Virginia case involving premium payments to third party
loan brokers, and mortgage escrow account and adjustable rate mort-
gage overcharge cases in a number of states. In other cases. courts
found Fleet’s practices to be consistent with applicable law. Several
cases are still pending trial.

115. Noel v. Fleet Finance, Inc., No. 95-73457 (E.D. Mich. filed
August 25, 1995). These allegations were also raised in television
news reports that profiled some Michigan homeowners who were
adversely affected by FFI's alleged improper practices. A videotape of
the news reports has been made part of this record and considered by

this civil action is in its preliminary stages and that no
conclusions of wrongdoing have been determined.!'¢ In
addition, this proceeding would provide parties who were
injured by FFI’s practices with an adequate remedy if the
allegations of improper practices could be substantiated. If
a court determines, or an examination finds, that Fleet or
any of its subsidiaries has engaged in illegal activities, or
that the Fleet initiatives described below are insufficient,
the Board or the primary federal supervisor of a Fleet
subsidiary retains jurisdiction and full supervisory author-
ity to take appropriate action.

Fleet and FFI have taken a number of steps to address
the issues raised by the allegations concerning FFI's lend-
ing practices. These steps, which were reviewed by the
Board in the Fleet New York Order, include discontinuing
the practice of purchasing individual loans from third par-
ties (except for bulk loan packages from regulated financial
institutions, certain institutional investors, or a federal
agency) and making significant changes in senior manage-
ment and managerial practices, including management re-
view and oversight, at both the holding company and the
subsidiary. Fleet also has complied with its commitment to
inform the Board promptly of each material development
in any litigation involving FFL.!7

In connection with its examination of a nonbank mort-

. gage subsidiary of Fleet, the Board reviewed a loan pricing

policy used by the mortgage company as a means of
maximizing earnings and compensating loan officers, to
determine if this policy was being applied in a manner
consistent with the fair lending laws. The policy under
review allowed employees of the mortgage company to
share with the mortgage company any excess in origination
charges or interest rates above the mortgage company’s
base rates that the employee was able to charge the bor-
rower. This practice is commonly referred to in the indus-
try as “‘overages” and involves customers who have been
granted credit by the mortgage company.

Based on statistical analyses of overages in connection
with [oans that closed during a six-month period in 1993
and an on-site inspection, the Board identified concerns
under the fair lending laws regarding the implementation
of the overage policy of the mortgage company at two of
the mortgage company’s offices regarding loans to African
Americans and Hispanics. The analyses did not raise con-
cerns at the other offices of the mortgage company. Upon
notification of these concerns, Fleet terminated this prac-
tice at all of the offices of its mortgage subsidiary. Fleet

the Board under the “fair use” exception in the Copyright Act of 1976
(17US.C. § 107). See Harper & Row, Publishers, Inc. v. Nation
Enterprises, 471 U.S. 539. 549 (1985).

116. The Michigan Office of the Attorney General also is reviewing
the allegations in this complaint.

117. One commenter also alleged that Fleet participated in the credit
decisions made by the NYCHP, but failed to provide adverse action
notices to applicants who were denied credit or to report such denials
in HMDA data. As discussed below, the Boston Reserve Bank re-
cently completed an examination of the Fleet mortgage subsidiary
engaged in this lending program, and has full supervisory authority to
ensure compliance with applicable notice and reporting requirements.
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also has cooperated with the Board in its review of this
matter.

The Board brought this matter to the attention of the
DOJ and provided the DOJ with the data and analyses
compiled by the Board. The matter is under review by the
DOJ and the Board.

In view of the circumstances noted above, the corrective
actions taken by Fleet, and the limited number of offices
affected, the Board has determined that this matter does not
warrant denial of Fleet’s applications to acquire Shawmut
or delay pending resolution of the matter. The Board has
authority to take supervisory action, if appropriate, upon
any resolution of this matter. The Board’s action on the
applications in this case is conditioned on continuation of
the commitment previously given by Fleet not to resume
the practice of overaging without Board approval.

Conclusion Regarding Convenience and Needs
Considerations

The Board has carefully considered the entire record, in-
cluding the substantial public comment in this case, in
reviewing the convenience and needs factors under the
relevant banking statutes.!'® A number of commenters
raised specific and general concerns about the adequacy of
Fleet’s existing CRA record and the effect of this proposal
on the future availability of banking products and services
in low- to moderate-income areas. Other commenters indi-
cated that Fleet’s current CRA programs by Fleet were
very productive in their communities and expressed their
belief that their communities would benefit by the merger
of Fleet and Shawmut. Based on a review of the entire
record of performance, including information provided by
the commenters, and the performance examinations by the
banks’ primary supervisors, the Board believes that efforts
by Fleet and Shawmut to help meet the credit needs of all
segments of the communities served by these banks, in-

118. Some commenters suggested that the Board delay consider-
ation of, or extend the public comment period for, this proposal in
order that more information could be considered, including resuits of a
new CRA examination of Fleet-New York (especially for New York
City and Long Island) requested by commenters, results of a fair
lending examination of Fleet’s mortgage operations requested by
commenters, resolution of pending litigation, detailed information on
branch closings, and additional data on small business, rural, and
other lending activities by county or branch. The Board is required
under applicable law and its processing procedures to act on applica-
tions submitted under the BHC Act and the Bank Merger Act within
specified time periods. The Board notes, moreover, that the comment-
ers and Fleet have had an extended opportunity, including three public
meetings, to submit information for the record and have, in fact,
provided substantial submissions. As discussed above, the Board has
carefully reviewed the record in this case, including information
provided by commenters and Fleet about its CRA performance since
the most recent performance examinations of its subsidiary banks and
information relating to the prospective effects of this merger on the
convenience and needs of the communities to be served. Based on all
the facts of record, the Board concludes that the record is sufficient to
act on this proposal at this time, and that delay or denial of this
proposal on the grounds of informational insufficiency is not war-
ranted.

cluding low- to moderate-income neighborhoods, are gen-
erally satisfactory.

The Board recognizes that the record compiled in these
applications points to areas for improvement in the CRA
performance of Fleet. As noted in this order, Fleet has
taken steps to implement and strengthen its record of
CRA-related activities, including implementation of its
INCITY lending program to low- to moderate-income ar-
eas. The Board believes that these initiatives demonstrate
Fleet’s ability and willingness to help to meet the credit
needs of its communities, including low- to moderate-
income neighborhoods, and could help Fleet’s subsidiary
banks improve their CRA performance and address the
weaknesses described by commenters.

After carefully considering all the facts of record, includ-
ing the testimony at the public meetings, the comments
received, Fleet’s responses, and relevant reports of exami-
nation, the Board concludes that the convenience and needs
considerations, including the CRA records of performance
of Fleet and Shawmut, are consistent with approval of
these applications. The Board expects Fleet to continue to
strengthen its CRA performance through its initiatives, and
will monitor Fleet’s progress and its compliance with the
conditions discussed in this order in future applications to
acquire deposit-taking facilities.!!?

Other Considerations

Fleet also has filed notice under section 4(c)(8) of the BHC
Act to operate a savings association and engage in trust
company, investment advisory, and data processing activi-
ties. In addition, Fleet has filed notice to increase its
ownership interest in a joint venture with other banking
organizations that operates a retail electronic funds transfer
network. The Board has determined by regulation that the
operation of a savings association and trust company, in-
vestment advisory, and data processing activities are
closely related to banking for purposes of section 4(c)(8) of
the BHC Act.'?® The Board also has determined that the
activities of the joint venture in which Fleet proposes to
increase its investment are so closely related to banking as
to be a proper incident thereto within the meaning of
section 4(c)(8) of the BHC Act.!2! Moreover, the Federal
Reserve System previously has approved applications by
Shawmut to engage in all the proposed activities. Appli-
cants have committed that they will conduct these activi-

119. The Board received comments from several individuals and
small business owners relating to specific loan applications or transac-
tions with several Fleet subsidiary banks. These comments related to
private disputes arising out of individual transactions that, in light of
all the facts of record, do not warrant denial of this proposal. The
Board has provided copies of these comments to the appropriate
federal agency responsible for supervising the relevant Fleet subsid-
iary.

120. See 12 C.FR. 225.25(b)(3), (b)(4), (b)(7), and (b)(9).

121. The Bank of New York Company, Inc., 80 Federal Reserve
Bulletin 1107 (1994).
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ties in accordance with the Board’s regulations and orders
approving these activities for bank holding companies.'=:

In order to approve these notices, the Board also must
determine that the acquisition of Shawmut’s nonbanking
subsidiaries and performance of the proposed activities by
Fleet “can reasonably be expected to produce benefits to
the public . . . that outweigh possible adverse effects. such
as undue concentration of resources, decreased or unfair
competition. conflicts of interests. or unsound banking
practices.” 123 Consummation of the proposal would ex-
pand the products and services that Fleet offers its custom-
ers. The record in this case indicates that there are numer-
ous providers of these nonbanking services. and there is no
evidence in the record to indicate that consummation of
this proposal is likely to result in any significantly adverse
effects. such as undue concentration of resources. de-
creased or unfair competition. conflicts of interests, or
unsound banking practices that would outweigh the public
benetits of this proposal. Accordingly. the Board has deter-
mined that the balance of public interest factors it must
consider under section 4(¢)8) ol the BHC Act is favorable
and consistent with approval.

In addition. the Board has considered the specific factors
it must review under section 5(d)(3) of the FDI Act. and
the record in this case shows that:

(1) The transaction will not result in the transter of any

insured depository institution’s lederal deposit insurance

from one federal deposit insurance fund 1o the other;

(2) Fleet-New York currently meets, and upon consum-

mation of the proposed transaction will continue (o

meet, all applicable capital standards: and

(3) The proposed transaction would comply with the

interstate banking provisions of the BHC Act (12 US.C.

§ 1842¢dy) if Shawmut Bank New York, N.A. was a

state bank that Fleet was applying to acquire directly.'>*

Conclusion

Based on the foregoing, including the commitments made
to the Board by Fleet in connection with these applications
and notices. and in light of all the facts of record. the Board
has determined that these applications and notices should
be, and hereby are. approved.'*s The Board's approval is
specifically conditioned on compliance by Fleet with all

122, Applicants also have committed that they will not reactivate
any currently inactive subsidiaries of Shawmut without the Board's
prior approval.

123 12 US.C. § 18438,

124, See 12 US.C. § 1815td)3).

125. Several commenters also alleged that Fleet and its subsidiary
banks have not appointed a sufliciem number of” African Americans
and other minorities 10 positions in senior management and that they
discriminate against minorities in their employment practices. Other
commenters allege that the proposal would result in a loss of jobs that
currently are hetd by minorities. The Board notes that. because Fleet's
subsidiary banks employ more than 50 people. serve as depositories of
government funds, and act as agents in selling or redeeming U.S.
savings bonds and notes. they are required by regulations of the
Department of Labor 1o:

commitments made in connection with these applications
and notices as well as the conditions discussed in this
order.

The Board's determination as to the nonbanking activi-
tics to be conducted by Fleet is subject to all the conditions
in the Board's Regulation Y. including those in sections
225.7 and 225.23(g) (12 C.FR. 225.7 and 225.23(g2)). and
to the Board's authority to require such _aodification or
termination of the activities of a holding company or any
of its subsidiaries as the Board finds necessary to assure
compliance with. or to prevent evasion of. the provisions
and purposes of the BHC Act and the Board's regulations
and orders issued thereunder. The commitments and condi-
tions relied on by the Board in reaching this decision are
deemed to be conditions imposed in writing by the Board
in connection with its findings and decision. and as such
may be enforced in proceedings under applicable law.

The acquisition of Shawmut’s subsidiary banks shall not
be consummated before the fifteenth calendar day follow-
ing the effective date of this order, and the banking and
nonbanking transactions shall not be consummated later
than three months following the elfective date of this order,
unless such period is extended for good cause by the Board
or by the Boston Reserve Bank or the NY Reserve Bank,
acting pursuant to delegated authority.

By order of the Board of Governors, effective Novem-
ber 14, 1995.

Voting for this action: Chairman Greenspan, Vice Chairman
Blinder. and Governors Kelley. Lindsey. Phillips. and Yellen.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix A

Fleet Financial Group. Inc.. Providence. Rhode Island
(“Fleet™). Fleet Bunk-NH. Nashua. New Hampshire
(Ficet-NH™). and Fleet Bank. Albany, New York (**Fleet-
NY ™). have filed the following applications in connection
with Fleet’s proposal to acquire Shawmut National Corpo-
ration, Boston. Massachusetts, and Hartford. Connecticut
("Shawmut™):
(1) Fleet to acquire Shawmut by merging Shawmut with
and into Fleet, pursuant to section 3 of the BHC Act. and
thereby indirectly acquire Shawmut New Hampshire
Corporation ("SNHC™). and its bank subsidiary. Shaw-
mut Bank NH (“*Shawmut-NH™). both of Manchester,
New Hampshire: Shawmut New York Corporation, and

(1) File annual reports with the Equal Employment Opportunity

Commission: and

(2) Have in place a written aflirmative action compliance program

which states efforts and plans to achieve equal opportunity in the

employment. hiring. promotion. and separation of personnel.

See 41 CER. 60-1.7(). 60-1.40. The Board aiso notes that, pursu-
ant to regulations of the Department of Labor. Fleet, as the parent
company. also is required to file an annuai report with the Equal
Employment Opportunity Corporation covering all employees in its
entire corporate structure.
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its bank subsidiary, Shawmut Bank New York, N.A.
(“Shawmut-NY”’), both of Schenectady, New York;
Shawmut Bank, N.A., Boston, Massachusetts; and
Shawmut Bank Connecticut, N.A., Hartford, Connecti-
cut.

(2) Fleet to merge SNHC with and into Indian Head
Banks, Inc., Nashua, New Hampshire, pursuant to sec-
tion 3 of the BHC Act;

(3) Fleet-NH to merge with Shawmut-NH, pursuant to
section 18(c) of the FDI Act (12 U.S.C. § 1828(c));

(4) Fleet-NH to establish branches at each of the loca-
tions where Shawmut-NH now operates a branch, pursu-
ant to section 9 of the Federal Reserve Act (12 U.S.C.
§ 321);

(5) Fleet-NY to merge with Shawmut-NY, pursuant to
sections 5(d)(3) and 18(c) of the FDI Act (12 US.C.
§§ 1815(d)(3), 1828(c)); and

(6) Fleet-NY to establish branches at each of the loca-
tions where Shawmut-NY now operates a branch, pursu-
ant to section 9 of the Federal Reserve Act (12 U.S.C.

30 Pines Place, Concord, NH

39 Main Street, Pittsfieid, NH

Pentucket Shopping Center, Plaistow, NH
Hatch Plaza, Plymouth, NH

82 Congress Street, Portsmouth, NH

150 Mirona Road, Portsmouth, NH

125 Main Street, Salem, NH

489 Lafayette Road, Seabrook, NH

One John Parsons Drive, Somersworth, NH

New York

900 Central Avenue, Albany, NY
Amsterdam Mall, Amsterdam, NY **

15 Park Avenue, Clifton Park, NY

98 Wolf Road, Colonie, NY

579 Troy-Schenectady Road, Latham, NY
800 New Loudon Road, Latham, NY

501 East Columbia Turnpike, East Greenbush, NY

Glenmont Plaza, Route 9W, Glenmont, NY

§ 321).

Appendix B

Branches to be Established Pursuant to Section 9 of the

Federal Reserve Act
New Hampshire

Route 101 and Chestnut Street, Bedford, NH*
Belknap Mall, Belmont, NH

100 Loudon Road, Concord, NH

27 North State Street, Concord, NH

D.W. Highway South, Connell’s Shopping Center, Merri-

mack, NH
Main Street, Contoocook, NH
Crystal Avenue, Derry, NH

Route 302, Globe Shopping Center, Littleton, NH

542 Mast Road, Goffstown, NH

177 Main Street, Gorham, NH

369 Lafayette Road, Hampton, NH

44-46 South Main Street, Hanover, NH

9 Ash Street, Hollis, NH

1090 D.W. Highway North, Hooksett, NH
Hudson Mall, Hudson, NH

277 Union Avenue, Laconia, NH

Route 112, Lincoln, NH

85 Main Street, Littleton, NH*

175 Mammoth Road, Londonderry, NH
2626 Brown Avenue, Manchester, NH

135 D.W. Highway North, Manchester, NH
1155 Main Street, Manchester, NH

156 Hanover Street, Manchester, NH*

31 Harrison Street, Manchester, NH

1255 South Willow Street, Manchester, NH*
105 D.W. Highway South, Merrimack. NH
223 Main Street, Nashua, NH

4 Northwest Boulevard, Nashua, NH*

14 La Rose Street, Glens Falls, NY

200 Saratoga Road, Scotia, NY

475 Shaker Road, Loudonville, NY

211 Park Avenue, Mechanicville, NY

420 Balltown Road, Schenectady, NY

189 Ballston Avenue, Saratoga Springs, NY
500 State Street, Schenectady, NY

2525 Broadway, Schenectady, NY

13 Maple Road, Vorheesville, NY

* Designates branches to be divested.

** Shawmut-NY has filed an application with the OCC to
relocate this branch to Samford Farms Shopping Center.
Route 30, Amsterdam, NY.

Appendix C

Fleet has filed the following notices under section 4(c)(8)
of the BHC Act to acquire nonbanking subsidiaries of
Shawmut and/or to increase the investment in an existing
nonbanking subsidiary of Fleet:
(1) To acquire Shawmut Bank, FSB, Boca Raton, Flor-
ida, and thereby operate a savings association pursuant
to section 225.25(b)(9) of the Board’s Regulation Y
(12 C.ER. 225.25(b)(9));
(2) To acquire Hartford National Corporation, Hartford.
Connecticut, and its direct and indirect subsidiaries,
Shawmut National Trust Company, Stuart, Florida, and
Shawmut Trust Company, New York, New York, and
thereby engage in operating trust companies pursuant to
section 225.25(b)(3) of Regulation Y (12 C.ER.
225.25(b)(3));
(3) To acquire Shawmut Corporation, Boston, Massa-
chusetts (**Shawmut Corp.”), and its subsidiary, Shaw-
mut Investment Advisers, Inc., Hartford, Connecticut,
and thereby engage in asset management and investment
advisory services pursuant to section 225.25(b)(4) of
Regulation Y (12 C.FR. 225.25(b)(4));
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(4) To acquire Business Benefits Administrators, Inc.,
Boston, Massachusetts, and its subsidiary, Interpay, Inc.,
Mansfield, Massachusetts, and thereby engage in trust
and data processing services (including payroll pro-
cessing and related activities) pursuant to sections
225.25(b)(3) and (b)(7) of Regulation Y (12 C.FR.
225.25(b)(3) and (b)(7));

(5) To acquire the following inactive subsidiaries of
Shawmut Corp., Nobility Hill Realty Corporation,
Worcester, Massachusetts; Shawmut Association Incor-
porated, Shawmut Credit Corp., and Shawmut Financial
Corporation, all of Boston, Massachusetts; and Shawmut
Life Insurance Company, Inc., Phoenix, Arizona; and
(6) To increase its ownership interest in Infinet Payment
Systems, Inc., Hackensack, New Jersey, a joint venture
with other banking organizations, to 21.1 percent, and
thereby engage in operating retail electronic funds trans-
fer networks and engage in data processing and related
activities pursuant to section 225.25(b)(7) of Regula-
tion Y (12 C.FR. 225.25(b)(7)) and previous Board or-
ders.

Appendix D

Deposit Size, Percentage of Deposits, and Ranking for
Fleet and Shawmut in the States Where They Compete'

Connecticut

Fleet controls deposits of approximately $5.9 billion, repre-
senting 10.8 percent of all deposits in depository institu-
tions in the state (‘‘state deposits), and is the second
largest depository institution. Shawmut controls deposits
of approximately $9.3 billion, representing 16.9 percent of
state deposits, and is the largest depository institution.
Upon consummation of this proposal, Fleet would control
deposits of approximately $15.2 billion, representing
27.7 percent of state deposits, and would become the
largest depository institution in the state. Upon completion
of the proposed branch divestitures, Fleet would control
deposits of approximately $13.7 billion, representing
24.9 percent of state deposits, and would remain the largest
depository institution in the state.

Massachusetts

Fleet controls deposits of approximately $5.8 billion, repre-
senting 5.9 percent of state deposits, and is the fifth largest
depository institution. Shawmut controls deposits of ap-
proximately $8 billion, representing 8.1 percent of state
deposits, and is the third largest depository institution.
Upon consummation of this proposal, Fleet would control
deposits of approximately $13.8 billion, representing
14 percent of state deposits, and would become the second
largest depository institution in the state. Upon completion
of the proposed branch divestitures, Fleet would control

1. State deposit data are as of June 30, 1994.

deposits of approximately $13.1 billion. representing
13.1 percent of state deposits, and would remain the sec-
ond largest depository institution in the state.

New Hampshire

Fleet controls deposits of approximately $1.3 billion, repre-
senting 10 percent of state deposits, and is the third largest
depository institution. Shawmut controls deposits of ap-
proximately $1.5 billion, representing 11.7 percent of state
deposits, and is the second largest depository institution.
Upon consummation of this proposal, Fleet would control
deposits of approximately $2.8 billion, representing
21.7 percent of state deposits, and would become the
largest depository institution in the state. Upon completion
of the proposed branch divestitures, Fleet would control
deposits of approximately $2.6 billion, representing
18 percent of state deposits, and would remain the largest
depository institution in the state.

New York

Fleet controls deposits of approximately $10.4 billion,
representing 2.9 percent of state deposits, and is the sev-
enth largest depository institution. Shawmut controls de-
posits of approximately $1.4 billion, representing less than
1 percent of state deposits, and is the 32d largest depository
institution. Upon consummation of this proposal, Fleet
would control deposits of approximately $11.8 billion,
representing 3.3 percent of state deposits, and would re-
main the seventh largest depository institution in the state.
No branches in New York would be divested.

Rhode Island

Fleet controls deposits of approximately $4.6 billion, repre-
senting 32.2 percent of state deposits, and is the second
largest depository institution. Shawmut controls approxi-
mately $470 million of deposits, representing 3.3 percent
of state deposits, and is the fourth largest depository insti-
tution. Upon consummation of this proposal, Fleet would
control deposits of approximately $5 billion, representing
35.5 percent of state deposits, and would become the
largest depository institution in the state. Upon completion
of the proposed branch divestitures, Fleet would control
deposits of approximately $4.6 billion, representing
32.4 percent of state deposits, and would be the second
largest depository institution in the state.

Appendix E

Description of Local Banking Markets in Which Fleet and
Shawmut Compete:

Connecticut
Bridgeport Bridgeport RMA
Danielson City of Putnam and the townships of
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Fairfield

Hartford

New Haven
New London

Old Saybrook

Torrington

Waterbury

Massachusetts

Ambherst-
Northampton

Boston

Fitchburg-
Leominster
Greenfield

New Bedford

Southbridge

Springfield

Taunton
Worcester

Brooklyn, Danielson, Eastford, Killingly,
Pomfret, Thompson, and Woodstock in
Windham County

Connecticut portion of the New York
Ranally Metro Area (“RMA”) and the
townships of Kent. Roxbury, Warren, and
Washington in Litchfield County
Hartford RMA and the townships of Hart-
land in Hartford County, Ashford in
Windham County, and Union in Tolland
County

New Haven RMA

New London RMA and the townships of
Lyme and Voluntown in New London
County and Plainfield and Sterling in
Windham County

Townships of Chester, Essex. Old Say-
brook, Saybrook, and Westbrook in
Middlesex County

Torrington RMA and the townships of
Colebrook, Goshen, and Norfolk in Litch-
field County

Waterbury RMA

Amherst RMA, Northampton RMA, and
the towns of Deerfield, Shutesbury, and
Whately in Franklin County, and Chester-
field, Cummington, Goshen, Plainfield,
and Westhampton in Hampshire County
Boston RMA and the towns of Green-
ville, Lyndeborough, Mason, and New
Ipswich in Hillsborough County in New
Hampshire

Fitchburg-Leominster RMA

Franklin County, other than the towns of
Deertfield, Leverett, Monroe, New Salem,
Orange. Shutesbury, Sunderland, War-
wick, and Whately

New Bedford RMA and the town of
Wareham in Plymouth County

Towns of Southbridge and Sturbridge in
Worcester County and Brimfield,
Holland, and Wales in Hampden County
Springfield RMA and the towns of Otis in
Berkshire County. Blandford, Chester,
Granville, and Tolland in Hampden
County, Ware and Worthington in Hamp-
shire County, and Hardwick and Warren
in Worcester County

Taunton RMA

Worcester RMA and the towns of Hub-
bardston, New Braintree, Oakham, and
West Brookfield in Worcester County

New Hampshire

Concord

Hanover-

Lebanon

Laconia

Littleton

Manchester

Portsmouth-
Dover-
Rochester

New York

Albany

Rhode Island

Providence

Concord RMA, the city of Franklin, and
the towns of Barnstead in Belknap
County and Andover, Bradford, Canter-
bury. Dunbarton, Henniker, Hill, Loudon.
Salisbury, Warner, and Webster in Merri-
mack County

Towns of Canaan, Enfield, Grafton,
Hanover, Lebanon, Lyme, Orange, Or-
ford, and Piermont in Grafton County,
Grantham and Plainfield in Sullivan
County, Bradford, Corinth, Fairlee, Straf-
ford, Thetford, Vershire, and West Fairlee
in Orange County, Vermont, and Hart-
ford, Hartland, Norwich, Sharon, West
Windsor, and Windsor in Windsor
County, Vermont

Belknap County, other than the town of
Barnstead, and the towns of Northfield in
Merrimack County and Moultonboro and
Sandwich in Carroll County

Towns of Bethlehem, Easton, Franconia,
Landaff, Lisbon, Littleton, and Lyman in
Grafton County and Carroll, Dalton, and
Whitefield in Coos County

Manchester RMA and the towns of New
Boston and Weare in Hilisborough
County and Chester, Deerfield. and Ray-
mond in Rockingham County
Portsmouth-Dover-Rochester RMA and
the towns of Wakefield in Carroll County,
Brookfield, Epping, Freemont, Hampton
Falls. Kensington, Northwood, and Not-
tingham in Rockingham County, and
Middleton Corners, New Durham, and
Strafford in Strafford County, and Leba-
non in York County in Maine

Counties of Albany, Columbia, Fulton,
Greene, Hamilton, Montgomery, Rens-
selaer, Saratoga, Schenectady, Schoharie,
Warren, and Washington

Providence-Warwick RMA and the towns
of Charlestown in Washington County
and West Greenwich Center in Kent
County
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Premier Bancorp, Inc.
Baton Rouge, Louisiana

Order Approving the Merger of Bank Holding
Companies

Premier Bancorp, Inc., Baton Rouge, Louisiana (“Pre-
mier”’), a bank holding company within the meaning of the
Bank Holding Company Act (“BHC Act”), has applied
under section 3 of the BHC Act (12 U.S.C. § 1842) to
merge with HNB Corporation (“HNB”), and thereby indi-
rectly acquire Homer National Bank (‘““Homer Bank”),
both of Homer, Louisiana.!

Notice of the application, affording interested persons an
opportunity to submit comments, has been published
(60 Federal Register 43,151 (1995)). The time for filing
comments has expired, and the Board has considered the
application and all comments received in light of the
factors set forth in section 3 of the BHC Act.

Premier, with total consolidated assets of $5.5 billion, is
the third largest commercial banking organization in Loui-
siana, controlling one subsidiary bank with aggregate de-
posits of $4.3 billion, representing approximately 12 per-
cent of the total deposits in commercial banking
organizations in the state.> HNB, with total consolidated
assets of $98 million, is the 57th largest commercial bank-
ing organization in Louisiana, controlling deposits of
$88.4 million, representing less than 1 percent of the total
deposits in commercial banking organizations in the state.
Upon consummation of this proposal, Premier would re-
main the third largest commercial banking organization in
Louisiana, controlling deposits of $4.4 billion, representing
approximately 12.3 percent of the total deposits in com-
mercial banking organizations in the state. Premier and
HNB do not compete in any banking market. Based on all
the facts of record, the Board has concluded that consum-
mation of this proposal would not result in a significantly
adverse effect on competition or the concentration of bank-
ing resources in any relevant banking market.

The Board also has concluded that the financial and
managerial resources and future prospects of Premier,
HNB, and their respective subsidiaries, are consistent with
approval of this proposal, as are all other supervisory
factors that the Board must consider under section 3 of the
BHC Act.

Convenience and Needs Considerations

In acting on an application to acquire a depository institu-
tion under the BHC Act, the Board must consider the
convenience and needs of the communities to be served,
and take into account the records of the relevant depository

1. Premier proposes to merge Homer Bank with and into Premier’s
subsidiary bank, Premier Bank National Association, Baton Rouge,
Louisiana (“Premier Bank™). On August 3, 1995, Premier Bank’s
primary supervisor, the Office of the Comptroller of the Currency
(“OCC?”), approved this merger.

2. Asset and deposit data are as of June 30, 1995.

institutions under the Community Reinvestment Act
(12 US.C. § 2901 et seq.) (““CRA”). The CRA requires the
federal financial supervisory agencies to encourage finan-
cial institutions to help meet the credit needs of the local
communities in which they operate, consistently with their
safe and sound operation. To accomplish this end, the CRA
requires the appropriate federal supervisory authority to
“assess the institution’s record of meeting the credit needs
of its entire community, including low- and moderate-
income neighborhoods, consistent with the safe and sound
operation of such institution,” and to take that record into
account in its evaluation of bank expansion proposals.?

The Board received comments from the Plaisance Devel-
opment Corporation (“‘Protestant”) maintaining that Pre-
mier and its subsidiary bank have failed to meet the bank-
ing needs of all segments of its communities, especially
African-American neighborhoods.* and have failed to com-
ply with fair lending laws.> Protestant also contends that
the rates of home-related loan applications from and loan
originations to African Americans, compared with those
for white residents, indicate illegal discrimination by Pre-
mier Bank.

The Board has carefully reviewed the CRA performance
records of Premier, Premier Bank, HNB, and Homer Bank;
all comments received on this application; all responses to
those comments; and all other relevant facts of record in
light of the CRA, the Board’s regulations, and the State-
ment of the Federal Financial Supervisory Agencies Re-
garding the Community Reinvestment Act (“Agency CRA
Statement”).¢

Record of Performance Under the CRA

A. CRA Performance Examinations

The Agency CRA Statement provides that a CRA examina-
tion is an important and often controlling factor in the
consideration of an institution’s CRA record and that re-
ports of these examinations will be given great weight in

3. 12 US.C. § 2903.

4. In particular, Protestant alleges that Premier and Premier Bank
have failed to:

(1) Provide capital and financing to African-American homeown-

ers;

(2) Provide funds, grants, and loans to African-American commu-

nity organizations;

(3) Provide capital to businesses owned by African Americans;

(4) Participate in community development projects to improve

economic opportunities in the African-American community;

(5) Locate branches in African-American communities; and

(6) Develop and implement adequate CRA policies.

5. With respect to this allegation, Protestant maintains that Premier
and Premier Bank employ few African-American loan officers; use a
compensation program for lending officers that provides incentives to
solicit and originate mortgages only on higher-priced homes; fail to
use media and images oriented to the African-American community in
advertising its loan products; and fail to adequately market its Federal
Housing Administration (“FHA”), Veterans Administration (*“VA”),
and Small Business Administration (“SBA™) loan products in the
African-American community.

6. 54 Federal Register 13,742 (1989).
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the applications process.” The Board notes that Premier
Bank reccived a “satisfactory™ rating from ils primary
federal supervisor. the OCC. at its most recent examination
for CRA performance as of March 31. 1994 (“CRA Exam-
ination™"). Homer Bank also received a performance raling
of satisfactory™ from the OCC at its most recent CRA
examination as of October 13. 1993.

B. HMDA Data and Lending Activities

The Board has carefully reviewed data submitted by Pre-
mier Bank under the Home Mortgage Disclosure Act
(“HMDA™) for 1993 and 1994 in light of Protestant’s
comments. These data show that. since 1993, the total
number of loans made to African Americans by Premier
Bank increased for all categories of loans reported under
HMDA® Thesc data also show that. since 1993, Premier
Bank increased the overall number of applications from
and originations to African Americans in its delineated
community. Premier Bank also decreased its denial rates to
African-American credit applicants. and the ratio of deni-
als of African-American applicants compared 10 white
applicants also fell from 1993 to 1994. HMDA data also
show that Premier Bank’s loans to African Americans, on a
percentage basis, approximates that of the aggregate of all
lenders in its delineated community. In addition. at Premier
Bank’s mortgage company subsidiary. Premier Mortgage
Company. Baton Rouge. Louisiana ("Premier Mortgage™),
the number of applications by African Americans in-
creased from 1993 o 1994, and the denial rate of African-
American credit applicants compared to white applicants
decreased.”

These HMDA data. however, also reflect disparities in
the rate of loan originations. denials, and applications by
racial group and income level. The Board is concerned
when the record of an institution indicates disparities in
lending to minority applicants. and it believes that all
banks are obligated to ensure that their lending practices
are based on criteria that assure not only safe and sound
lending, but also equal access to credit by creditworthy
applicants regardless of race. The Board recognizes. how-
ever. that HMDA data alone provide an incomplete mea-
sure of an institution’s lending in its community. The
Board also recognizes that HMDA data have limitations
that make the data an inadequate basis. absent other infor-
mation. for concluding that an institution has engaged in
illegal discrimination in making lending decisions.

The Board has carcfully reviewed Protestant’s allega-
tions in light of information from the OCC. Premier Bank’s
primary supervisor. The CRA Examination found no evi-
dence of prohibited discriminatory or other illegal credit

7. 1d. at 13.745.

8. Under HMDA. lenders are required to report data about home
improvement loans. conventional home purchase loans. refinancings
of home purchase loans. and loans made under government-sponsored
home mortgage programs.

9. The Board notes that Premier made 638 loans to African Ameri-
cas in 1993 and 702 loans in 1994,

practices, such as practices or policies that would tend to
discourage credit applications.’” The CRA Examination
also found that Premier Bank had implemented policies,
procedures, and training programs that effectively address
fair lending issues and the requirements of the Equal Credit
Opportunity Act, the Fair Housing Act, and other fair
lending laws. Steps developed to ensure equal treatment
included fair lending and cultural diversity training and
implementation of a second review process for residential
real estate applications that have received an initial denial
recommendation. The CRA Examination found no substan-
tive violations of any fair lending laws or regulations.
Examiners found that applications for credit were generally
solicited from all segments of Premier Bank’s delincated
community. and that the bank’s community delineation
was reasonable and did not arbitrarily exclude iow- and
moderate-income areas. In addition, Premier Bank’s man-
agement annually analyzes annually the geographic distri-
bution of its HMDA credit extensions, applications, and
denials. and reports the results of this analysis to the bank’s
board of directors.

Examiners also concluded that Premier Bank effectively
addresses a portion of the community’s housing-related
credit needs through the origination of residential mort-
gages and by traditional and non-traditional banking prod-
ucts and services. In addition to offering traditional home
mortgage products. Premier has nstituted a Community
Home Buyers Program that offers long-term. fixed-rate
mortgages to gualificd low- and moderate-income borrow-
ers.'! This program offers up to 95 percent loan-to-value
financing. increased maximum debt-to-income ratios. and
non-traditional verification of closing funds and credit ref-
erences.'>

Premier Bank and Premier Mortgage also participate in
government-sponsored lending programs, such as those
offered by the SBA. FHA. VA, and Farmers Home Admin-
istration. as well as guaranteed student Joans. The CRA
Examination found that in 1992 and 1993, Premier Bank
funded 40 SBA loans for a total of approximately
$11.6 million. In 1994, Premier Bank was the leading SBA
lender in Louisiana in terms of the total doliar amount of
loans outstanding. and second in the number of credits
originated. Premier Mortgage also has made FHA and VA
loans, which comprise 24 percent of all loans made in 1994
by Premier Mortgage. During that period, Premier Mort-
gage’s FHA and VA lending to members of minority

10. The examination included a fair-lending review of more than
400 conventional and government-guaranteed purchase money resi-
dential mortgage foan applications received over a period of
12 months. These applications were dispersed throughout Premier
Bank’s communities.

1. Premier Mortgage also provides an incentive program to foan
officers making affordable housing loans to low- and moderate-income
borrowers by compensating loan officers on a basis other than the
dolfar amount of the loan.

12. Examiners noted that in the first year of this program Premier
Bank approved and funded more than $300.000 of mortgages through
this program.
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groups accounted for approximately 39 percent of its loans
to minority applicants that were reportable under HMDA.

The CRA Examination noted that Premier actively par-
ticipated in the SBA Loan Program and that Premier was a
certified SBA lender for the entire state of Louisiana.
Premier Bank also provides technical assistance and vari-
ous education programs to small businesses and businesses
owned by women and minorities throughout its communi-
ties. Its involvement in small business lending programs
benefitting fow- and moderate-income communities was
cited by examiners as having created or helped support
existing jobs in those communities. In 1993, Premier devel-
oped a new business loan product to provide small busi-
nesses with lines of credit, and Premier approved 83 lines
of credit under this program with total commitments of
over $1.5 million in the first year. As of August 1995,
486 busincss lines had been established under this pro-
gram, with total commitments of $13.8 million.

The CRA Examination also noted that Premier Bank
was involved in a variety of community development pro-
grams designed (o benefit its communitics. including low-
and moderate-income and African-American residents. For
example. Premier has invested $350.000 in the Gulf Coast
Business and Industrial Development Corporation, a
minority-owned organization that provides financing to
minority-owned small businesses in distressed areas. Pre-
micr Bank also has invested $135.000 in the New Orleans
Small Business and Industrial Development Corporation
(“SBIDCO™). SBIDCO provides financial and technical
support to small businesses and businesses owned by
women and minorities in designated industries and areas in
New Orleans. Premier also participates in various state and
local economic development programs, such as the Louisi-
ana Economic Development Corporation and the Lafayette
Neighborhood Economic Development Corporation.

In Baton Rouge. Premier Bank participates in the Local
Initiatives Support Corporation (“LISC™). Premier contrib-
ated $75,000 to assist this organization in establishing a
program in Baton Rouge and a representative of Premier
Bank serves on its local board of directors.' Premicer also
has contributed $30.000 to the Southern University Educa-
tion & Counseling Center, a non-profit credit education and
counseling center that provides financial counseling ser-
vices primarily to minority and disadvantaged people. In
addition. Premier participates in the Southern University
Community Development Project ("SUCDP™), a program
that assists low- and moderate-income families to purchase
homes."!

13. The CRA Examination favorably noted that LISC will work to
establish and assist six locatly-based community development corpo-
rations with affordable housing and commercial development projects
in low-income neighborhoods in Baton Rouge.

4. Premier Bank agreed to participate in loans for up to five
qualified families. and to waive origination fees tor these loans. A
representative of the bank serves on SUCDP’s Finance Advisory and
Project Advisory commitiees.

C. Other Aspects of CRA Performance

Ascertainment and Marketing Efforts. The CRA Examina-
tion noted that Premier Bank had regular contact with a
wide range of individuals. neighborhood groups and
community-based organizations to ascertain community
credit needs. The examination found that Premier had
implemented an officer call program through which a sub-
stantial number of officer calls were made to ascertain the
community’s credit needs. Premier also had contacted a
significant number of neighborhood and local government
organizations. including organizations representing reli-
gious and minority groups and civic or neighborhood coa-
litions.

The CRA Examination found that Premier had partici-
pated throughout the state in seminars and workshops
designed to provide education about the bank’s products
and services and o assist customers in understanding the
loan application process and requirements. Since the previ-
ous CRA examination. Premier’s management contracted
an outside research firm to conduct group meetings in
seven locations throughout the state to identify ways for
Premier to serve its customers better and to ascertain what
new products were needed.

The CRA Examination found that Premier’s marketing
program was designed to reach all segments of its delin-
cated community. Premier was found to have used tradi-
tional marketing methods cffectively to reach all sections
of its community. including advertising in several minority-
owned newspapers that focus on communities with pre-
dominantly minority populations.}* The CRA Examination
also noted that Premier complemented its traditional mar-
keting efforts with non-traditional methods such as Premicr
Bank’s Community Home Buyers Workshop.'

Branch Locations. The CRA Examination concluded
that Premier Bank had a satisfactory record of opening,
closing. and relocating its offices. and that the bank’s
branches were reasonably accessible to all segments of its
communities. Examiners found that Premier Bank had
developed a good distribution of branch locations, espe-
cially in low- and moderate-income areas. At the time of
the CRA Examination, Premier Bank had 109 full-service
branches throughout the communities it services. More
than 40 percent of these branches were located in low-
income census tracts.

Policies and Programs. The CRA Examination found
that Premier Bank’s directors and senior management had

15. In 1994, the Premier Bank formulated and adopted a comprehen-
sive and specitic African-American marketing policy and strategy that
includes the use of African-American models in advertisements por-
traying customers and bank employees.

16. This workshop was designed to prepare low- and moderate-
income individuals for participation in Premier’s Community Home
Buyers Program. The workshop provides an overview of the home
purchase process. including credit related matters such as the lfoan
application process. understanding a credit report, and the importance
of a good credit history.
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actively participated in CRA-related matters and provided
oversight through policy review, self-assessments, and in-
ternal audits. CRA training was provided throughout the
bank on an on-going basis to all persons in contact with the
public, members of management, and lending staff. The
CRA Examination also found that Premier performed regu-
lar self-assessments and other reviews to ensure satisfac-
tory CRA performance. In addition to this sel{-assessment,
the Audit Division performs comprehensive reviews of the
bank’s compliance with the technical requirements of
CRA.

D. Conclusion on Convenience and Needs
Considerations

On the basis of all the facts of record, including informa-
tion provided by the Protestant, Premier’s responses, and
relevant reports of examination, the Board has concluded
that convenience and needs considerations, including the
overall CRA performance records of the institutions in-
volved in this proposal, are consistent with approval of this
application.

Based on the foregoing, and in light of all the facts of
record, the Board has determined that this application
should be, and hereby is, approved.!'” The Board’s approval
is specifically conditioned on compliance by Premier with
all commitments made in connection with this application.
The commitments and conditions relied on by the Board
are deemed to be conditions imposed in writing by the
Board in connection with its findings and decision, and, as
such, may be enforced in proceedings under applicable
law.

This proposal shall not be consummated before the fif-
teenth calendar day following the effective date of this
order, or later than three months following the effective
date of this order, unless such period is extended for good
cause by the Board or by the Federal Reserve Bank of
Atlanta, acting pursuant to delegated authority.

17. Protestant implies that Premier discriminates against African
Americans in its employment practices. The Board notes that, because
Premier Bank employs more than 50 people, serves as a depository of
government funds, and acts as agent in selling or redeeming U.S.
savings bonds and notes, it is subject to Department of Labor regula-
tions that require:

(1) The filing of annual reports with the Equal Employment Oppor-

tunity Commission; and

(2) A written affirmative action compliance program which states

its efforts and plans to achieve equal opportunity in the employ-

ment. hiring, promotion. and separation of personnel.

See 41 C.FR. 60-1.7(a). 60—~1.40. The Board notes that, pursuant to
Department of Labor regulations. Premier as the parent company, also
is required to file an annual report with the Equal Employment
Opportunity Commission covering all employees in its entire corpo-
rate structure.

By order of the Board of Governors, effective Novem-
ber 9, 1995.

Voting for this action: Chairman Greenspan, Vice Chairman
Blinder. and Governors Kelley and Phillips. Absent and not voting:
Governors Lindsey and Yellen.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Union Planters Corporation
Memphis, Tennessee

Order Approving Merger of Bank Holding Companies

Union Planters Corporation, Memphis, Tennessee (**Union
Planters™), a bank holding company within the meaning of
the Bank Holding Company Act (‘*“BHC Act™), has applied
under section 3 of the BHC Act (12 US.C. § 1842) to
merge with Capital Bancorporation, Inc., Cape Girardeau;
Maryland Avenue Bancorporation, Clayton; and Century
State Bancshares, Jackson, all in Missouri (collectively,
“Capital’), and thereby indirectly acquire Capital’s subsid-
iary banks listed in the Appendix.’

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(60 Federal Register 44,891 (1995)). The time for filing
comments has expired, and the Board has considered the
applications and notice and all comments received in light
of the factors set forth in section 3 of the BHC Act.

Union Planters, with total consolidated assets of
$9.7 billion, operates subsidiary banks in Alabama, Arkan-
sas, Kentucky, Louisiana, Mississippi, and Tennessee.?
Capital, with total consolidated assets of $1 billion, is the
ninth largest commercial banking organization in Missourt,
controlling deposits of $912.3 million, representing
1.6 percent of total deposits in commercial banking organi-
zations in the state.

Interstate Analysis

Section 3(d) of the BHC Act, as amended by Section 101
of the Riegle-Neal Interstate Banking and Branching Effi-
ciency Act of 1994, allows the Board to approve an appli-
cation by a bank holding company to acquire control of a
bank located in a state other than the home state of such a

L. Union Planters would acquire Capital by merger with an interim
bank holding company, CBI Acquisition Company, Inc., Memphis,
Tennessee (“Interim”). Interim. as the surviving entity, would be
named Capital Bancorporation, Inc.. and has applied under section 3
to become a second tier bank holding company. Union Planiers also
would acquire Capital Bank, FSB, Jonesboro, Arkansas, a subsidiary
savings association of Capital (“Capital Savings Bank™), by merger
with its subsidiary bank, Union Planters Bank of Northeast Arkansas,
Jonesboro, Arkansas. This acquisition would occur simultaneously
with the merger with Capital, and at no time would Union Planters
operate Capital Savings Bank as a thrift institution. Union Planters has
committed not to acquire Capital Savings Bank until all appropriate
tederal and state regulators have given their approval.

2. Asset and state deposit data are as of June 30. 1995.
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bank holding company. if certain conditions are met.’?
These conditions are met in this case.* In view of all the
facts of record, the Board is permitted to approve this
proposal under section 3(d) of the BHC Act.

Competitive Considerations

Union Planters and Capital compete directly in the jones-
boro. Arkansas. banking market (**Jonesboro banking mar-
ket™).% Union Planters is the largest banking or thrift
organization (“depository institution™) in the Jonesboro
banking market. controlling deposits of $232.9 million,
representing, approximately 21.9 percent ot total deposits
in depository institutions in the market (“market depos-
its").0 Capital is the sixth largest depository institution in
the Jonesboro banking market, controlling deposits of
$62.7 million, representing approximately 5.9 percent of
market deposits. On consummation of this proposal, Union
Planters would remain the largest depository institution in
the market, controlling deposits ol $295.6 million, repre-
senting approximately 27.8 pereent of market deposits. The
market would remain moderatety concentrated. as mea-
sured by the Herlindahl-Hirschman Index (“"HHI™).” and

3. Pub. L. No. 103-328, 108 Stat. 2338 (1994). A bank holding
company’s home state is that state in which the operations ol the bank
holding company’s banking subsidiarics were principally conducted
on July 1, 1966, or the date on which the company became a bank
holding company. whichever is fater. For purposes of the BHC Act.
the home state of Union Planters is Tennessee.

412 US.C. §§ 182(hH(A) and (B) and 1842(d)} 2K A) and (B).
Union Planters is adequately capitalized and adequately managed.
Upon consummation, Union Planters and its aftiliates would control
less than 10 percent of the total amount of deposits of insured
depository institutions in the United States and less than 30 percent of
the total amount of deposits in Missouri. Capital’s banks have been in
existence and continuously operated for the minimum period of time
required under Missouri law. All other requirements of section 3d) of
the BHC Act would also be met on consummation of this proposal.

5. The Jonesboro, Arkansas, banking market is approximated by
Craighead and Poinsett Counties, Arkansas.

6. Market data are as of June 30, 1994, Market share data are based
on calculations in which the deposits of thrift institutions, except the
deposits of Capital Suvings Bank. are included at 50 percent. The
Board previously has indicated that thrift institutions have become. or
have the potential to become, significant competitors of commercial
banks. See Midwest Financial Group, 75 Federal Reserve Bulletin
386 (1989); National City Corporation, 70 Federal Reserve Bulletin
743 (1984). Thus, the Board has regularly included thrift deposits in
the calculation of market share on a 50-percent weighted basis. See.
e.g.. First Hawaiian Inc.. 77 Federal Reserve Bulletin 52 (1991).
Because the deposits of Capital Savings Bank are controlled by a
commercial banking organization, and would be controlled by a
commercial banking organization after consummation of the proposal.
they have been included at 100 percent in the caleulation of the market
share of Union Planters before and after consummation of the pro-
posed merger. See Norwest Corporation, 78 Federal Reserve Bulletin
452 (1992); First Banks. Inc.. 76 Federal Reserve Bulletin 669, 670
n. 9 (1990).

7. On consummation of this proposal. the HHI would increase by
285 points to 1647. Under the revised Department of Justice Merger
Guidelines, 49 Federal Register 26,823 (June 29, 1984). a market in
which the post-merger HHI is between 1000 and 1800 is considered
moderately concentrated. The Justice Department has informed the
Board that a bank merger or acquisition generally will not be chal-

numerous competitors would remain in this market. Based
on all the facts of record, the Board concludes that consum-
mation of this proposal would not result in any signifi-
cantly adverse effect on competition or concentration of
banking resources in the Jonesboro or any other relevant
banking market.

Convenience and Needs Considerations

In acting on an application to acquire a depository institu-
tion under the BHC Act. the Board must consider the
convenience and needs of the communities 10 be served,
and take into account the records of the relevant depository
institutions under the Community Reinvestment Act
(12 US.C § 2901 er seq.) ("CRA™). The CRA requires the
federal financial supervisory agencies to cncourage finan-
cial institutions to help meet the credit needs of the local
communities in which they operate, consistent with their
safe and sound operation. To accomplish this end. the CRA
requires the appropriate federal supervisory authority (o
“assess the institution’s record of mecting the credit needs
of its entirc community. including low- and moderate-
income neighborhoods, consistent with the safe and sound
operation of such institution.” and to take that record into
account in its evaluation of bank expansion proposals.®

The Board has received comments {from the Mid-South
Peace and Justice Center. Memphis. Tennessee (©Protes-
tant™), criticizing the CRA performance of Union Planters
in helping to meet the credit needs of its entire community.
In particular, Protestant maintains that data filed under the
Home Mortgage Disclosure Act ("HMDA”™)” demonstrate
that Union Planters’s lead subsidiary bank, Union Planters
National Bank. Memphis, Tennessee (“UPNB™)., has not
increased its housing-related lending in low- and moderate-
income neighborhoods and neighborhoods with predomi-
nantly African-American populations in Memphis since
1990). Protestant also contends that UPNB's branches do
not serve the credit needs of low- and moderate-income
and minority customers.

The Board has carefully reviewed the CRA performance
records ol Union Planters. Capital. and their respective
subsidiary banks and thrifts: all comments received on this
proposal. responses to those comments submitted by Union
Planters: and all other relevant facts of record. in light of
the CRA. the Board’s regulations, and the Federal Finan-
cial Supervisory Agencies Regarding the Community Rein-
vestment Act ("Agency CRA Statement™). !0

lenged (in the absence of other factors indicating anticompelitive
elfects) unless the post-merger HHI is at least £800 and the merger
increases the HHI by more than 200 points. The Justice Department
has stated that the higher than normal threshold for an increase in the
HHI when screening bank mergers and acquisitions for anticompeti-
tive effects implicitly recognizes the competitive effect of limited-
purposc lenders and other non-depository financial entities.

8. 12US8.C.§ 2903,

9. 12US.C. § 2801 et seq.

10. 34 Federal Regisrer 13.742 (1989). Protestant also commented
on matters that are not related to the factors considered under the BHC
Act. Protestant criticized the Board for deaying only a small number
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Record of Performance Under the CRA

In the First State Order, the Board reviewed the CRA
performance of Union Planters, taking into account sub-
stantially similar comments from Protestant. In evaluating
that proposal, the Board carefully considered the CRA
performance record of Union Planters, and in particular,
the record of UPNB in helping to meet the credit needs of
communities of low- and moderate-income and minority
residents in the Memphis area. For the reasons discussed in
detail in the First State Order, and incorporated herein by
reference, the Board concluded that the convenience and
needs factor, including the CRA performance record of
UPNB, was consistent with approval of an acquisition
under the BHC Act.

The UPNB performance record reviewed in the First
State Order included the bank’s “satisfactory™ rating in its
most recent CRA performance evaluation by its primary
federal supervisor, the Office of the Comptroller of the
Currency (“OCC”) as of October 1994 (1994 Examina-
tion”’).!! Examiners found that UPNB had made sufficient
efforts to address a significant portion of the credit needs of
its communities by offering several types of loan products.
In addition, the 1994 Examination concluded that the
bank’s distribution of loans, applications, and denials were
reasonable. The examination also concluded that UPNB
had a satisfactory record of ascertaining community credit
needs and that the bank’s marketing program effectively
informed all segments of its delineated community of the
availability of credit products and services. All of Union
Planters’s other subsidiary banks and thrifts that have been
examined for CRA performance received an “outstand-
ing” or ‘‘satistactory” rating from their primary federal
supervisory in their most recent examination for CRA
performance.'?

of applications on the basis of CRA performance and criticized the
Office of the Comptroller of the Currency (*“OCC”) for rating only a
small number of institutions “'needs to improve” under the CRA. In
addition, Protestant complained that the Federal Deposit Insurance
Corporation (“FDIC") and the Board have failed to investigate Prot-
estant’s allegations of wrongdoing at a Mississippi state nonmember
bank acquired by Union Planters. These allegations were referred to
the FDIC, the bank’s primary supervisor, for investigation and appro-
priate supervisory action, if Protestant’s allegations are substantiated.
See Union Planters Corporation, 81 Federal Reserve Bulletin 800
(1995) (“*First State Order™).

1t. The Agency CRA Statement provides that a CRA examination
is an important and often controlling factor in the consideration of an
institution’s CRA record, and that reports of these examinations will
be given great weight in the applications process. See 54 Federal
Register 13,745 (1989).

12. On July 1, 1994, Union Planters established four de novo banks
in Chattanooga. Jackson, Knoxville, and Nashville, all in Tennessee.
None of these banks has been examined for CRA or consumer
compliance. All of Capital’s subsidiary banks received “satisfactory™
or better ratings from their primary federal supervisors in their most
recent CRA performance examinations.

A. HMDA Data and Lending Practices

The Board also has considered supplemental data and
information on Union Planters’s CRA performance since
the First State Order that were included in this application.
In particular, the Board has carefully reviewed the HMDA
data reported by Union Planters for the period 1990
through 1994, in light of Protestant’s comments that UPNB
has not increased its lending to minority residents of Mem-
phis since 1990.

In general, HMDA data reflect reasonable efforts by
UPNB to assist in meeting the credit needs of communities
with low- and moderate-income and minority residents in
the Memphis area. For example, the percentage of the total
number of applications received by UPNB from African
Americans has increased every year since 1992. In addi-
tion, since 1992, UPNB has received a greater percentage
of loan applications from, and originated a greater percent-
age of loans to, African Americans than the aggregate
average of banking institutions in the Memphis MSA.
Despite a decline of 38.3 percent in the absolute number of
applications received by UPNB, the number of applica-
tions it received from African Americans increased slightly
from 1993 to 1994.

The data, however, also reflect some disparities in the
rate of loan originations, denials, and applications by racial
group or income level. The Board is concerned when the
record of an institution indicates disparities in lending to
minority applicants and believes that all banks are obli-
gated to ensure that their lending practices are based on
criteria that assure not only safe and sound lending, but
also assure equal access to credit by creditworthy appli-
cants regardless of race. The Board recognizes, however,
that HMDA data alone provide an incomplete measure of
an institution’s lending in its community. The Board also
recognizes that HMDA data have limitations that make the
data an inadequate basis, absent other information, for
concluding that an institution has engaged in illegal dis-
crimination in making lending decisions.

The Board has carefully reviewed Protestant’s allega-
tions of illegal discriminatory practices in UPNB’s lending
activities, in light of publicly available and other informa-
tion from the OCC. The 1994 Examination found no evi-
dence of prohibited discrimination or other illegal credit
practices.!? Examiners also found no evidence of practices
intended to discourage applications for the types of credit
listed in the bank’s CRA statements.

The 1994 Examination also concluded that UPNB ex-
tended credit throughout its community, and that the bank
has generally been responsive to the community’s credit
needs. For example, UPNB has initiated a number of steps
to strengthen its record of meeting consumer, small busi-

13. Examiners conducted a review of all first mortgage and home
improvement loan applications for the first six months of 1994, which
included a comparison of white applicants whose loans were approved
with African-American applicants whose loans were denied. The
review disclosed no instances, practices or policies to indicate that
customers were treated in an illegal or prohibited manner.



ness, commercial, and housing-related credit needs in low-
to moderate-income arcas. UPNB instituted o “second
fook™ program for its retail and mortgage loan divisions
and instituted sensitivity and diversity training, for bank
personnel. In addition. UPNI offers a special *“buy-down™
loan to home buyers in the low- and moderate-income
arcas of Shelby County, ‘Tennessee, which includes Mem-
phis. Under this program, the bank subsidizes the discount
points necessary to reduce the permanent meerest rate o
loan by one percent. As ol December 31, 1994, 31 louns,
totalling $1.1 mitlion, were made under this program.
UPNRB, in conjunction with the Division ol Housing and
Community Development of the City of Memphis, also
participates in a down payment assistance program. '

UPNB’s lending cfforts in low (o moderate-income
arcas also have been enhanced through the appointment of
an Urban Banking Officer, who serves as a manager of one
ol UPNB’s branches in a fow- and moderate-income arca
of Memphis. The Urban Banking Officer is responsible for
reviewing loan packages, counseling prospective loan ap-
plicants, assisting with applications and referring applica-
tions. In 1994, UPNB’s Urban Banking Ollicer received
approximately 42 applications and approved 40 percent ol
them.

UPNB also participates in loans guaranteed by the Fed-
cral Housing Administration (“IFHA™), Veterans Adminis-
tration (**VA”), Tennessee Housing Development Author-
ity ("I'HDA™), and  Small  Business  Administration
(“SBA™). In 1994, UPNB made 298 VA loans totalling
$17.9 million within its delincated community. Also in
1994, UPNB originated over $4 miltion in SBA loans and
its Small Business Lending Department approved, commit-
ted, or renewed $29 million of small business loans, of
which 31 percent, or $8.9 million were in low- 10
moderaie-income census tracts.

B. Branch Locations

The OCC reviewed UPNB's record of providing services
at its branches and found that UPNB operated lull-service
branches, limited scrvice branches and automated teller
machines (“ATMSs™) at locations reasonably accessible to
all segments of its connnunity, including low- to moderate-
income neighborhoods. UPNB  operates 35 branches
throughout Shelby County and 13 of the branches were
designated “llome Buyer Centers.”™ One ol UPNB’s
seven branches in low- and moderate- income arcas is i
Home Buyer Center. In addition, seven of the bank’s 54
AT'Ms are located in low- and moderate-income areas.
The 1994 Fxamination also noted that the bank had a
comprehensive branch closing/service reduction policy that

14, As of December 31, 1994, 101 loans hiad been originated under
this program.

15, Home Buyer Centers have employees with particular hnowledge
of all the bank’s mortgage products, including special housing related
lending programs. UPNB has an incentive plan for managers of s
Home Buyer Centers that encourapes them (o focus on property
located in {ow- and moderate-income arcus.
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attempts to mininize the impact ol any reduction in ser-
vices. Fxaminers found that UPNB had an acceptable
record of opening and closing branch offices.'®

C. Conclusion Regarding Convenicence and Needs
actors

The Board has carelully considered the entire record inits
review of the convenience and needs lactors under the
BHC Act.!” Basced on this review, which ook into consid-
cration information provided by Protestant and Union
Planters, the CRA performance examinations and other
information lrom the FRIC and the OCC, and the review in
the I7irst Bank Order, the Board believes that the ellorts ol
Union Planters to help meet the eredit needs of all seg-
ments of the communities served by its subsidiary bauks
and thrifts, including low- and moderate-income neighbor -
hoods, are consistent with approval. For these reasons, and
lor the reasons discussed in the First Bank Order, and
based on all the facts of record, the Board concludes that
convenience and needs considerations, including the CRA
performance records of the companies and banks involved
in this proposal, are consistent with approval of this appli-
cation.

16, Protestant alleped that communities have been adversely al-
fected by the branch closings that resulted Trom Unson Planmers 1994
acquisiton of Grenada Sunburst Corporation. See Union Planters
Corporation, 81 Federal Reserve Bulletin 19 (1995), Umon Planters
noled that nine branches have been sold as a result of this acquisition,
including seven divestitures that were required to addiess competitive
concerns raised by the Gienada acquisition. Four other branches have
been consolidated into existing branches, including two branches
located in low- and moderate income neighborhoods. Union Planters
anticipates nine additional bianch consohdations by the end of 1995,
including three branches located in low  and moderate- income areas.
All branch closings have been conducted in accordance with Union
Planters’s branch closing policy, wnd the Joint Policy Statement on
Branch Closings, 58 ['ederal Register 49,083 (1993), implementing
section 228 of the Federal Deposit Insuance Corporation: hiprove-
ment Act of 1991,

17. Protestant. maintained that this proposal does not serve the
convenience and needs ol the community because it involves the
acquisition of a Missouri bank by an out-ol state bank holding com-
pany. In suppott of this contention, Protestant eites ageneral repoit on
retail lees and services ol depository institutions that suggested that
out-of-state banks charge higher average fees than in- state banks, ‘The
study also tound, however, that out-of-state banks were more Likely to
offer free checking accounts and 1o require lower minimum balances
tor therr accounts.

Convenienee and needs considerations, including an institution’s
record ol performance under the CRA, Tocus on ocal communitics
served by a banking organization. "Uhese considerations do not require
that the pricing ol scrvices be comparable between peographic e
pions. As discussed above, Union Planters’s record ol lending, to all its
communitics in ‘Tennessee has been determined by the OCC to be
“sansfactory” as ol October 1994, and there s no evidenee that
Union Planters’s fees are disproportionately high or that it diserimi-
nates in any manner ona basis prohibited by law. Based on all the
facts of record, the Board concludes that these comments do not
warrant denial of this proposal.
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Other Considerations

The Board also has concluded that the linancial and mana-
gerial resources and future prospects ol Union Planters,
Capital, and their respective subsidiaries, arc consistent
with approval ol this proposal, as arc the other supervisory
factors the Board must consider under scction 3 of the
BHC Act.

Conclusion

Bascd on all the facts of record, the Board has determined
that this application should be, and hereby is, approved.
The Board’s approval is specilically conditioned on com-
pliance by Union Planters with all commitments made in
connection with this application. For purposes of this ac-
tion, these commitments and conditions will be considered
conditions iimposed in writing and, as such, may be en-
forced in proceedings under applicable law.

The acquisition shall not be consummated before the
fiftcenth calendar day foltowing the effective date of this
order, or later than three months alter the clfective date of
this order, unless such period is extended Tor good cause by
the Board or by the Tederal Reserve Bank ol St Louis,
acting pursuant to delegated authority.

By order of the Board of Governors, clfective Novem-
ber 20), 1995.

Voting for this action: Chairman Greeaspan, Vice Chairman
Biinder, and Governors Kelley, Lindsey, and Phillips. Absent and not
votmg: Governor Yellen.

JENNIFER 1. JOIINSON
Deputy Secretary of the Board

Appendix
Bank Subsidiaries of Capital Bancorporation

[. Capital Bank ol Cape Girardcau County, Cape
Girardeau, Missouri.

2. Capital Bank of Southwest Missouri, Ozark, Missouri.
3. Capital Bank of Sikeston, Sikeston, Missouri.

4.

Capital Bank of Perryville, N AL, Perryvitle. Missouri,

Bank Subsidiary of Maryland Avenne Bancorporation
(Sccond-tiered Subsidiary of Cupital Bancorporation)

{. Capital Bank and "Trust, Clayton, Missourt,

Bank Subsidiary of Century State Bancshares
(Sceond-ticred Subsidiary of Capital Bancorporation)

I. Capital Bank of Columbia, Columbia, Missouri.

Orders Issued Under Section 4 of the Bank Holding
Company Act

IFirst National of Nebraska, Inc.
Omaha, Nebraska

Ovrder Approving Notice to Provide Computer Network
Advice and Assistance to lusured Depository lnstitutions

First National of Nebraska, Inc., Omaha, Nebraska (“Ap-
plicant™), a bank holding company within the meaning of
the Bank Tolding Company Act (“BHC Act”™), has given
notice under section 4(¢)(8) ol the BHC Act (12 U.S.C.
§ 1843(c)(8)) and section 225.23(a) of the Board’s Regula-
tion Y (12 C.FR. 225.23(a)) to engage de novo through its
wholly owned subsidiary, First ‘Technology Solutions, Inc.,
Omaha, Nebraska (<“Company™), in providing certain data
processing and data transmission services to insured depos-
itory institutions, such as banks and savings associations,
nationwide, pursuant to scction 22525(b)(7) of Regu-
lation Y (12 C.ER. 225.25(b)(7)). 1In particular, Company
would provide advice and assistance to unaffiliated insured
depository institutions in the design, sclection, acquisition,
installation, and operation of computer networks as de-
scribed in the Appendix.!

Notice of this proposal, affording interested persons an
opportunity to submit comments, has been published
(60 Federal Register 54,503 (1995)). The time for filing
comments has expired, and the Board has considered the
notice and all comments received in fight of the fuctors set
forth in section 4(¢)(8) of the BLC Act.,

Applicant, with approximately $5.7 billion in consoli-
dated asscts, operates ten subsidiary banks in Nebraska,
South Dakota, Kansas, and Colorado, and engages through
its subsidiarics in a variety of nonbanking activitics.> Ap-
plicant is the largest commercial banking organization in
Nebraska, controlling approximately $3.2 billion of depos-
its in the state.’ Company has received approval to engage
in the development of software o process banking, finan-
cial, or cconomic data for insured depository institutions
and other clients, pursuant to section 225.25(b)(7) of Regu-
lation Y.

Section 4(¢)(8) of the BHC Act provides that a bank
holding company may, with Board approval, engage in any
activity that the Board determines to be “so closely related
to banking or managing or controlling banks as to be a
proper incident thereto.” The Board previously has deter-
mined by repulation that certain data processing and trans-

I. Company also proposes to provide this advice and assistance, as
an incidental activity, to affiliates ol an insured deposttory institution
il these services also are provided to the related insured depository
institutton, it the alliliates” use ot the computer network constitutes a
relatively small portion ol the computer network’s operations, and if it
is not feasible o provide these services o the insured depository
institution separately,

2. Asset data are as ol June 30, 1995,

3. Deposit data we as of June 30, 1994,

412 U808 1843(0)(8).



mission activitics are closely refated to banking and per-
missible for bank holding companics under section 4(¢)(8)
of the BHC Act. Regulation Y permits bank holding com-
panics to provide data processing and data transmission
services, facitities, data bascs, or access o such services,
facilities, or data bases by any technological means, il the
data to be processed or furnished are “financial, banking,
or cconomic” i nature.s Applicant would provide advice
and assistance to support data processing and transmission
activitics of insured depository institutions.® Because of the
specialized operations of insured depository institutions,
these activities generally would involve data that is finan-
cial, banking, or cconontic in nature and, therefore, would
be permissible activities under section 4(e)(8) ol the BHC
Act and the Board’s regulations.” In addition, as a result ol
Applicant’s experience establishing and operating com-
puter networks for its subsidiary banks, Applicant has
particutar expertise and knowledge of the specialized data
processing and transmission requirements of insured de-
pository institutions, which should cquip it particularly
well to provide the proposed services (o unaffifiated in-
sured depository institutions.

In connection with providing these services, Applicant
also proposes to provide advice and assistance to insured
depository institutions in obtaining and operating lacilitics
for the processing and transmission of nonfinancial data.
Specifically, computer networks that are operated within
insurcd depository institutions may be used for processing,
and transmitting nonfinancial data, such as personnel infor-
mation, that the institutions use in their internal operations,
for nonfinancial functions, such as word processing and
clectronic mail, that support the primarily linancial data
processing and transmission needs ol these institutions.

5. See 12 CLERL22525(b)(7). Regulation Y also requires that the
services be provided pursuant to o written agreement and  places
cettain limitations on the facilities and hardwate provided with the
datat processing seevices, I particular, the lacilities must be designed,
marketed, and operated for the processing, and transmission ol {inan-
cial, banking, or cconomic dati; hardware must be provided only in
conjunction with permissible software; and general puipose hardware
must not constitute wore than 30 pereent ol the cost ol any packaged
oftering. Id. Applicant has commitied to the Board that Company will
comply with these limilations in providing services under this pro-
posal.

Company would maintain a small inventory of computer hardware
that it would make available to its clients as “loaners” (o replace
delective computer network hardware on o temporary basis, 'The
Board has determined that a bank holding company or its subsidiary
may engage inany meidental activities that e necessary (0 cirty on
an approved nonbanking activity, The Board finds that providing
computer hardwate in this context would be incidental o Company’s
primary proposal to provide computer network advice and assistance,
and, therefore, s perntissible under section 4 ol the BHC Act and
Repulation Y. See 12 CARL 225.2160(2); National Courier Associa
tion v. Bowrd of Governors, 51O 124 1229, 1239 41 (D.C. Cir. 1975).

0. Company’s scrvices would not include providmg nianagement
advice or assistance 1o any unalliltated insured depository institution,
and Company would not make fending o credit decisions lor s
clients or provide softwire or services that incorporate the underwrit
ing or credit standards ol any aflilimed baok.

7. See BNCCORP, Inc., 81 Federal Rescive Bulletin 295, 296
(1995) C"BNCCORP™),
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Applicant contends that, for marketing, cuslomer service,
and technological reasons, computer networks that it pro-
vides Lo its clients must perform these related nonfinancial
functions in addition to its primary financial functions.
Applicant would provide advice and assistance related to
the processing and transmission of nonfinancial data, how-
ever, only as a relatively small part of a larger package of
services to insured depository institutions, and Applicant
would 1ot olter these services on a stand-alone basis or to
custotiers other than insured depository institutions.

The Board previously has permitted a bank  holding
company to process and transmit clectronic data for unaflil-
tated insurcd depository institutions, In BNCCORP, the
Board recognized that, while data processing services for
financial institutions relate largely 1o financial and banking
data, financial institutions must also process some nonli-
nancial information to support their internal operations.®
Because nonfinancial information represented a refatively
small percentage of the data processed as part of the
services provided by the bank holding company to unaffili-
ated insured depository institutions, the Board found that
processing nonfinancial data was a necessary part of pro-
viding general data processing services to such institutions
and, as such, was permissible under section 4 ol the BHC
Act and Regulation Y as an incidental activity.”

In this light, the Board concludes that the advice and
assistance related o nonlinancial data processing and data
transmission that Applicant proposes to provide are a nece-
essury part of providing advice and assistance to instred
depository institutions regarding the data processing re-
quircmerts ol such institutions. Accordingly, these aspects
ol Company’s proposal are incidental o its primary activi-
ties, aud, therefore, are permissible under section 4 of the
BHC Act and Repulation Y10

ln order to approve this proposal, the Board also must
determine that the proposed activity is a proper incident to
hanking that “can reasonably be expected to produce bene-
fits to the public, such as greater convenicnee, increased
competition, or gains in efliciency, that outweigh possible
adverse celfects, such as undue concentration of resources,
decrcased or unlair competition, conflicts of interests, or
unsound banking practices.” !t The record indicates that
Company’s de novo entry into this market would enhance
competition and provide greater services and convenience
Lo insured depository institutions. "There is no evidence in
the record to indicate that the proposed activity would lead
lo any unduc concentration of resources, conllicts of inter-
ests, unsound banking practices, or other adverse ceffects, !’

8. 1d.

9.1d.

10, See 12 CER. 22521 (a)(2).

[ 12 US.CU§ IR4A3(CH8).

12, Applicant has committed that Company will not disclose any
confidential infoumation it may obtain concerning its clients and its
clicrts’ custorners to Applicant or its aliliates without the client’s
express consent, o to any other person without the client’s express
consent, or as necessiaey o fullill its contractual obligations to the
client. Company also is prohibited by the Board’s regulations from
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and financial and managerial considerations are consistent
with approval.'* Accordingly, the Board has determined
that the balance of the public interest factors it is required
Lo consider under the proper incident to banking standard
ol section 4(¢)(8) of the BHC Act is Tavorable and consis-
tent with approval of this notice.

Based on all the factls of record, the Board has deter-
mined (hat the notice should be, and hereby is, approved.
The Board™s approval is specifically conditioned on com-
pliance with the commitments made in connection with
this notice and with the conditions referred to in this order.
The Board’s determination also is subject 1o all the condi-
tions set forth in Regulation Y, including those in sce-
tions 225.7 and 225.23(g) of Regulation Y, and to the
Board's authority to require such modilication or termina-
tion of the activities of a bank holding company or any of
its subsidiaries as the Board finds necessary (o ensure
compliance with, and to prevent evasion of, the provisions
of the BHC Act and the Board’s regulations and orders
issued thereunder. For purposes ol this action, these condi-
tions and commitments are deemed to be conditions im-
posed in writing by (he Board in connection with its
lindings and decision, and, as such, may be enforeed in
proceedings under applicable law.

This transaction shall not be consunmated later than
three months after the ceflective date ol this order, unless
such period is extended Tor good cause by the Board or by
the Federal Reserve Bank of Kansas Clty, acting pursuant
to delegated authority.

By order ol the Board ol Governors, elfective Noven-
ber 27, 1995,

Voting lor this action: Chairman Greenspan, Vice Chaitman
Blinder, and Governors Kelley, Lindsey, Phillips, and Yeltlen,

JENNIFER 1. JOHNSON
Deputy Secretary of the Board

Appendix

List of Computer Network Services
(1) Evaluating the client’s needs in processing banking,
financial, or cconomic data, such as deposit account
processing (including account opening, calculating de-
posits, withdrawals, interest and fees, and generating
statements and reports); loan processing, (including pre-
paring application forms and disclosures and calculating
advances, payments, interest, and fees); item processing;
cheek imaging; lockbox processing: sale deposit box
accounting: asset/liability monitoring and management;
credit burcau reporting; collecting call report datas geo-

tying the provision ol its services to an extension ol credit o the sate
o lease ol any other product or service ol its bank affiliates. See
12 CERC225.7.

13, See 12CER 225240 See also The Fujr Bank, Limited. 75
frederal Reserve Bulletin 94 (1989Y, Baverische Vereinshank AG, 73
Federal Reserve Budletin 155 (1987).

graphic activity tracking; application (racking and con-
sumer complianee monitoring; large cash transaction
reporting; general ledger accounting; lixed asset ac-
counting; tax accounting and producing customer tax
forms; analyzing bank and branch profitability; auto-
mated clearing house transactions; wire transfers; and
telephone and clectronic [unds transfers itiated by
customers: and determining what hardware and soltware
are avatlable to satisty these needs;

(2) Reconmiending combinations of hardware and soft-
ware that could be assembled to perform the required
data processing and transmission functions, such as
those described in paragraph (1) above;

(3) Developing a plan for the orderly and timely acquisi-
tion and assembly of computer network components by
the client, and assisting the client in acquiring these
components; !

(4) Sctting up individual personal computers and other
workstations, such as teller stations and personal banker
stations, on the clicnt’s computer network; connecting,
these components 1o the computer networks installing
and testing soltware componeits of the coniputer net-
work; and training the client in the use ol the computer
network:” and

(5) Providing telephone support to help the client re-
solve computer network operating problems; isolating,
and identifying hardware or software delects in the
computer network; and helping the client obtain service
lor these computer network defects Trom the appropriate
vendor or other maintenance provider.

Keystone Financial, Inc.
Harrisburg, Pennsylvania

Order Approving Application (o Acquire a Nowbanking
Company and Engage in Certain Investiment Advisory
Activities

Keystone Financial, Inc., Harrisburg, Pennsylvania (“Ap-
plicant™), a bank holding company within the mecaning of
the Bank Holding Company Act (“BHC Act™), has applied
for the Board’s approval under section 4(c}(8) of the BHC
Act (12 US.C0 § 1843(¢c)(8)) and section 225.23 ol the
Board’s Regulation Y (12 CLER. 225.23) (o acquire all the
voting shares ol Martindale Andres & Company, Inc., West
Conshohocken, Pennsylvania (“Company ™). Applicant
proposes that Company continue serving as investinent
adviser 1o investment companics and providing portfolio
investment advice and management services, including,

Lo Other than o fimdted amount of softwae that Company may
develop tor use in an individaal client’s compuoter network, Compa-
ny’s clients would acquire hardware and software direetly from third
partics. Company would not be a vendor or distributor of any hard-
ware or software or an agent ol any (hivd paty provider of hardware
or soltwire,

2. [nstalation services would not mclude laymg local arca or wide
are telecommunications cables.



discretionary investment management services, 1o institu-
tional customers, pursuant to sections 225.25(b)(4)(ii) and
(ith) ol Regulation Y.' Applicant also proposes that Com-
pany continue to provide timited discretionary investment
management services to customers who may not gqualily as
institutional customers under Regulation Y.

Notice of the application, alording, interested persons an
opportunity to submit comnients on the proposal, has been
published (59 'ederal Register 47,585 (1995)). The timie
for filing comments has expired, and the Board has consid-
cred the application and all comments received in light of
the factors set forth in section 4(¢)(8) ol the BIC Act.,

Applicant, with (otal consolidated assets of $4.7 billion,
operates commercial banking organizations in Pennsylva-
nia, West Virginia, and Maryland.* Applicant engages
through its subsidiatics in a broad range of banking and
permissible nonbanking activitics. Company is registered
as an investment adviser under the Investment Advisers
Act of 1940 (15 US.C. § 8Ob- 1 ef seq.) (“lInvestiment Ad-
visers Act”).

Scction 4c)(8) ol the BHC Act provides that a bank
holding company may, with Board approval, engage in any
activity that the Board determines to be “closely related to
banking or managing or controlling banks.” "The Board
also must determine that the activily is a proper incident 1o
banking. In judging whether the petformance ol an activity
meets the proper incident to banking (est, the Board must
determine whether the proposed activity may be reason-
ably expected to produce public benelits that outweigh any
possible adverse cliects.

The Board previously has determined by regulation that
acting as investment adviser to registered investient com-
panics and providing portfolio investment advice arce
closely related to banking. ' The Board also previously has
determined that, subject to a number of commitments and

1. Applicant proposes to eflect the acquisition by organizing
first-tier subsidiary, KEMA Subsidiary, and merging KEFMA Subsid
tary with and into Company, with KEFMA Subsidiary as the surviving
corpotation. KFMA Subsidiiny, however. would change ils nanie 1o
Martindale Andres & Company, e,

2. 12 CUERL 225.2(p). Customers who may not qualily as institu-
tHonal customers are patticipants un asset Maniageinent programs spon-
sored by various unalfiliated broker-dealers or hinancial consultants
(“wrap accounts™) In connection with these wiap accounts, C'om
pany provides discretionary investment advisory seivices (o clients of
these unaffiliated broker-dealers, who ofler investment advisory and
related services for asingle, all inclustve or “wrap™ fee. Company has
indicated that its fee for managing the assets m i wiap account is
based on a pereentage ol assets under management and 1s pad by the
unafliliated broker-dealer. Applicant and s afliliates will not execute
transactions for the wrap accounts and the wrap fees are not based on
transactions. Because wiap accounts are managed by an independent
third party broker that deals directly with customers, the thisd party
broker monitors activities in wiap accounts and can replace the
adviser anytime i the adviser engages in transactions that are not in
the best interests of the broker’s customens,

3. Asset data are as ol June 30, [995.

4, See 12 CER 22525 and (),
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limitations,” the provision ol discretionary investiment ad-
vice 10 non-institutional customers is so closely related to
banking as to be a proper incident thereto within the
meanting ol section 4(¢)(8) ol the BITC Act.o

In every case involving a nonbanking acquisition under
section 4 of the BHC Act. the Board also must consider the
financial condition and resources of the applicant and its
subsidiaries and the effect of the proposal on these resoure-
es.’ Based on all the facts of record, the Board has con-
cluded that financial and munagerial considerations are
consistent with approval of this proposal.

The Board also expects that Company’s conduct ol the
proposcd activities would cnable Applicant (o provide
added convenience and services o ils customers, and
would not signilicantly reduce the level of competition
among, existing, providers ol these services. Accordingly,
based on all of the facts of record, including the commit-
ments provided by Applicant, the Board has concluded that
the performance ol the proposed activities by Company
can reasonably be expected o produce public benelits that
would outweigh possible adverse ceffects under the proper
incident to banking standard of scetion Ae)(8) of the BHC
Act.

Based on the foregoing and all the facts of record,
inctuding the commitments discussed above and all other
commitments made in connection with the application, the
Board has determined to, and hereby does, approve the
application.® The Board’s approval is specilically condi
tioned upon compliance with the commitments made in
conncection with this application and with the conditions
referred to in this order, The Board's determination also is
subject Lo all the terms and conditions set forth in Regula-
tion Y, including those i sections 225.4(d) and 225.23(p)

5. I particulin, Appheant has committed that no (ransactions on
behalf ol diseretionary investment advisory accounts tor non institu-
tional customers woukd be excuted by Applicant or any of its aftiliates.
Applicant also has committed that the fees charged by Company for
its discretioniy advisory accounts for non-institutional customers
would not be based upon the number of account transactiotis exceuted.

0. CoreStates inancial Corp., 80 Federal Reserve Bulletin 644
(1994) C*CoreStates Order™ ). Appheant has commitied that Company
will conduct these activities pursuant to the conditions and limitations
specihicd in the Board’s regalations and the CoreStates Order, with
(e L‘XC(‘[)li()Il. /\')})IiL'kllll [)I'l)}“)ﬁk‘.\} 1o ')Clllli‘ Clll’)l(\)’k‘k‘h ob the Lust
departments ot its subsidiary banks also to be employees ol Company.
These employees would contiue to provide investment advice (o trust
customers and would provide advice o institutional customers and to
customers through wrap accounts, Applicant has indicated that these
employces would not engape in genctal marketing on behalt of
Company and would not have contact with non-institutional custoni-
ers ol the banks Tor purposes uniclated (o trust business. Based on all
the facts ol record, the Board has detetmined that this is consistent
with the BHC Act.

7. See 12CIR. 225240 See albso The Fuyi Bank, Limited, 75
Federal Reserve Bullesin 94 (O8O Baverisehe Yereinsbank AG, 73
Federal Reserve Bidletin 155 (1987),

& This approvat is hmited to Applicant’s proposal to acquire
Company and lor Company to engage in providing disaretionay
mvestment management serviees stbject 1o the eis and conditions
ol this order. This order does not otherwise authorize Applicant to
enpage in providing discretionary investiment minagement serviees to
non-institutional customery without prior Boad approval,
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of Regulation Y, and 1o the Board’s authority to require
such modification or termination ol the activities ol a bank
holding company or any of its subsidiaries as the Board
finds necessary to ensure compliance with, and to prevent
evasion of, the provisions ol the BHC Act and the Board's
repulations and orders issued thereunder. For purposes ol
this action, these commitments and conditions are deemed
to be conditions imposed in writing by the Board in con-
nection with its findings and decision, and, as such, may be
enforced in proceedings under applicable taw.

This transaction shall not be consummated later than
three months after the ellective date of this order, unless
such period is extended for good cause by the Board or by
the Tederal Reserve Bank of Philadelphia, acting, pursuant
1o delegated authority.

By order of the Board ol Governors, cffective Novem-
her 0, 1995,

Voting for this action: Chairman Greenspan, Viee Chainman
Blinder, and Governors Kelley, Lindsey, and Phillips. Absent and not
vating: Governor Yellen.

JENNIER J. JOTINSON
Deputy Secretary of the Board

Mcrcantile Bancorporation Inc.
St. Louis, Missouri

Order Approving the Acquisition of « Savings
Association

Mercantile Bancorporation lnc., St. Louis, Missourt (**Mer-
cantile™), a bank holding company within the meaning, of
the Bank Holding Company Act (“BHC Act™), has given
notice under section 4(¢)(8) of the BHC Act (12 U.S.C.
§ 1843(c)&)) and section 225.23 of the Board’s Regulation
Y (12 CLER. 225.23)) ol its proposal to acquire Security
Bank of Conway, [XS.B., Conway, Arkansas (“Sccurity™),
a savings association for the purposes ol the BHC Act.!
Notice of this proposal, aftording interested persons an
opportunity to submit comments, has been published
(60 Iederal Register 52,917 (1995)). The time for filing
comments has expired, and the Board has considered the
notice and all comments received in light ol the public
mterest factors set forth i section 4¢(¢)(8) of the BHC Act.
The Board has determined that the operation of a savings
association by a bank holding company is closely related to
banking and permiissible for bank holding companics.
12 CLER. 225.25(0)(9). In inaking this determination, the
Board requires that savings associations acquired by bank

1. Upon consummation, Twite City Baok, North Littde Rock, Arkan-
sis, and Mercantile Bank of Contway, N.AL, Monilton. Arkansas, two
subsidiary banks of Mercantite’s wholly owned. second-tier bank
holding company, Mercantile Bancorporation, e, ol Arkartsas,
St. Louts, Missouti, would acquire the assets and assume the labilitics
ol Secutity.

holding companies conform their direet and indirect activi-
tics to those permitted for bank holding companics under
section 4 of the BHC Act. Mercantile has committed to
conform all activitics ol Sccurity to the requirements of
section 4 of the BHC Act and Reguolation Y.2

Competitive Considerations

Mercantile, with total consolidated assets of $16 billion,
controls banks in Missouri, Iinois, lowa, Kansas, and
Arkansas. Mercantile is the third largest bank holding
company in Arkansas, controlling total  deposits of
$1.3 billion,* representing approximately 4.5 percent of
lotal deposits in deposttory institutions in the state. Sceu-
rity is the 76th largest depository institution in Arkansas,
controlling deposits of approximately $80.7 million, repre-
senting less than 1 pereent of total deposits in depository
institutions in the state. Upon consunmation ol this pro-
posal, Mercantile would remain the third largest depository
institution in the state, controlling approximately $1.4 bil-
lion in deposits, representing 4.8 pereent of total deposits
in depository institutions in the state.

Mercantile and Sccurity compete divectly in the Faulkner
County banking market® and the Conway County banking
market.® In the Faulkner County banking market, Mercan-
tile is the smallest of six competitors, controlling deposits
of $9.7 million, representing 1.9 percent of total deposits in
depository institutions in the market (“market deposits™).”

2. Sceurity engages in certain securitics and real estate activities that
are impernussible for bank holdig companies under the BLHC Act.
Mercantile has comnutted that:

(1) All impermissible real estate activities will be divested or

terminated within two years of consummiation ol the proposal;

(2) No new impermissible projects or investnients will be under-

taken; and

(3) Capital adequacy guidelines witl be met excluding specified real

Cstate investinents.

Mercantile also hus committed that any impermissible sceurities activ-
ities conducted by Security will cease on or belore consummation of
the proposal.

3. Al banking data are as of June 30, 1994, Deposit data are
adjusted to reflect commercial bank mergers consummiated, bank
holding company acquisitions approved, and theift micigers through
September 15, 1995,

4. In this context, depository institutions include commercial banks,
savings banks, and savings associations.

S, The Faulkner County banking market is approximated by
Fauthner County, Arkansas.

6. The Conway County banking market is approximated by Conwiy
County, Arkansas.

7. Market share data belore consummation are based on caleulations
in which the deposits ol thrift institutions are included at 50 pereent.
The Bowd previously has indicated that thrult institutions have be-
come, or have the potential to become significant competitors of
commercial banks. See WM Buncorp, 70 {ederal Reserve Bulletin
TRE (1990, National City Corporation, 70 Federal Reserve Bulletin
743 (1984). Because the deposits ol Security would be transterred 1o a
commercial banking organization under this proposal, they are in-
cluded at 100 pereent in the caleulation of pro forma market share. See
Norwest Corporation, 78 Federal Reserve Bulletin 458 (1992),



Sccurity s the fourth fargest depository institution in the
market, controlling deposils ol $75.6 million, representing
7.5 pereent of market deposits. On consummation ol this
proposal, competition as nmeasured by the Herfindahi
Hirschman Index (“HIUEP™) would not increase.®

Mercantile is the largest of four depository institutions
that operate in the Conway County banking market, con-
trolling deposits ol $73.2. million, representing 42,1 per-
cent of market deposits. Security is the smallest depository
institution in the market, controlling $5.1 mitlion in depos-
its, representing 1.5 percent of makel deposits. Upon
consummation of this proposal, Mercantile would control
44.3 percent of market deposits, and the HHI tor the
Conway County markel would increase by 147 points to
3540. This increase in market concentration as measured
by the HIT would not exceed the Department ol Justice
Merger Guidelines. ‘Three competitors would remain in the
market, including the (wo larpest bank holding companies
in Arkansas.” In addition, the market may be altractive for
entry to new competitors, because data indicate that the per
capita income and growth of deposits in the market is
higher than average lor rural countics i Arkansas.'®

The Board sought comments {romt the United States
Attorney General, the Office of the Comptroller ol the
Currency, and the Office of Thrift Supervision on the
competitive cllfects of the proposal. Neither the Attorney
General nor any federal supervisory agencey objected to the
proposal.

For the reasons discussed above, and based on all the
lacts ol record, the Board concludes that consummation ol
this proposal would not Tave a significantly adverse eflect
on competition or the concentration of banking resources
in the Faulkner County and Conway County banking mar-
kets or in any other relevant market.

8. The post-tierger HEH would be 3021 pouts, Under the revised
Department of Justice Merger Guidelines, 1 Federal Register 26,823
(June 29, 1984), a market in which the post-merger HIL is above 1800
is considered highly concentrated. "The Justice Depattiment has m-
lormed the Board that o bank merger or acquisttion generally will not
be challenged (in the absence of other lactors indicating anticompeti
tive cflects) unless the post merper THI is at least 1800 and the
merger increases the HHE by more than 200 points. The Justice
Departiment has stated that the higher than novmal THHT thesholds Tor
screenmg bank mergers for anticompetitive effects maplicitly 1ecog:
nize the competitive efiect of limited-purpose lendets and other non
depository financial entities.

9. Boatmen’s Buneshares, Ine., St Louis, Missowri, and First Com-
mercial Corporation, Little Rock, Arkansas, botly operate in the mar-
ket

10, 1989 income data indicate that the per capital income Lot
Conway County was $9,126 compared (o the average of $8.983 for all
rural cotmties in the state. TS, Departiment of Comtieree County
Book 1994 (13th Edition). From (991 tirouph 1994, total deposits m
the Conway County banking market increased by 3.9 percent while
deposits Tor other rural nuuhets in Arkansas inereased by only
3.4 pereent,
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Other Considerations

The financial and managerial resources ol Mercantile, Sc-
curity, and the respective subsudiaries are consistent with
approval. Because Security would be merged into Mercan-
tile’s subsidiary banks, Sccurity’s customers would have
access to Mercantile’s products and  services, including
commercial loans, which Security has not comphasized in
the Conway County banking market. The record does not
indicaie that consmnmation of this proposal is likely to
resull in any significantly adverse clfeets, such as undue
concentration ol resources, decreased or unfair conmpeti-
tion, conflicts of interests, or unsound banking practices
that are not likely to be outweighed by the public benefits
ol this proposal.’’ Accordingly, the Board lias determined
that the balance of public interest ractors it nust consider
under section 4(c)(®) of the BHC Act is favorable and
consistent with approval.

Based on all the facts of record, including all tiie com-
mitments made by Mercantile, the Board has determined
that the notice should be, and hereby is, approved. ‘T'he
Board’s approval is specifically conditioned on Mercan-
tife’s compliance with all the commitments made in con-
necetion with this notice. 'The Board’s determination also is
subject to all the conditions set Torth in Regulation Y,
including those in sections 225.7 and 225.23(g), and 10 the
Board’s authority to require such niodification or termina
tion of the activitics ol a bank holding company or any of
its subsidiaries as the Board finds neeessary 1o assure
compliance with. and to preveat evasion of, the provisions
of the BHC Act and the Board’s regulations and orders
issucd thereunder. For purposes ol this action, the commit-
ments and conditions relicd on in reaching this decision are
decined to be conditions imposed in writing by the Board
in connection with its findings and decision, and, as such,
may be enforced in proceedings under applicable law.

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

By order of the Board ol Governors, celiective Novem-
ber 29, 1995,

Voting, for s action: Chairman Greenspan, - Viee: Chairman
Blinder, and Governors Kelley, Lindsey, Phillips, and Yellen.

JENNIFER J. JOHNSON
Deprity Secretary of the Board

(112 U808 T8ECHS).
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Orders Issued Under Sections 3 and 4 of the
Bank Holding Company Act

Bance Onc Corporation
Columbus, Ohio

Premier Acquisition Corporation
Columbus, Ohio

Order Approving the Acquisition of a Bank Holding
Company

Banc One Corporation, Columbus, Ohio (*“Bane One™), a
bank holding company within the meaning ol the Bank
Holding Company Act (“BHC Act’™), has applicd under
section 3 of the BHC Act (12 US.C. § 1842) 1o form
Premier  Acquisition  Corporation,  Columbus,  Ohio
(PAC”), and through PAC, to acquire Premicr Bancorp,
Inc. (“Premier™), thereby indireetly acquiring Premier’s
subsidiary bank, Premicer Bank, N.A. (*Premier Bank’),
both of Baton Rouge, Louisiana.!

Banc One and PAC have also provided notice pursuant
to section 4 of the BHC Act (12 US.C. § 1843) and
section 225.23 of the Board’s Regulation Y (12 C.ER.
225.23) to acquire Premier Sccuritics Corporation, Baton
Rouge, Louisiana, and thereby engage in discount securi-
ties brokerage activities as provided in Regulation Y.?

Notice of this proposal, affording interested persons an
opportunity to submit comments, has been published
(00 Federal Register 52,184 (1995)). The time for filing
comments has expired, and the Board has considered the
proposal and all comments received in light of the factors
set forth in sections 3 and 4 of the BHC Act.

Banc One, with total consolidated assets ol approxi-
mately $87.1 billion, operates subsidiary banks in Ohio,
Indiana, Wisconsin, Illinois, Texas, Colorado, Kentucky,
West Virginia, Arizona, Oklahoma, and Utah.? Banc One
is the tenth largest commercial banking organization in the

United States, controlling approximately 2.7 percent ol

total banking assets in the United States. Bane One also
engages through its subsidiaries in a broad range of permis-
sible nonbanking activitics in the United States. Premicr,
with total consolidated assets of $5.5 billion, is the third
largest commercial banking organization in Louisiana, con-
trolling $4.3 billion in deposits, representing approxi-
mately 12 pereent of the total deposits in commercial
banking organizations in the state.

Interstate Analysis

Section 3(d) of the BHC Act, as amended by Section 101
of the Riegle-Neal Interstate Banking and Branching Effi-

I. Banc One proposes to merge Premier with and into PAC, with
PAC as the survivor, to be named ** Bane One Louisiana Corporation.”
PAC also has applied under section 3 of the BHC Act o become a
bank holding company.

2. See 12 C.ER. 225 25(b)(15)(0).

3. Asset and deposit data are as of June 30, 1995,

ciency Act of 1994, allows the Board to approve an appli-
cation by a bank holding company to acquire control of a
bank located in a state other than the home state of such
bank holding company, il certain conditions are met.* The
conditions are met in this proposal,® and in view of all the
facts of record, the Board is permitied to approve this
proposal under section 3(d) ol the BHC Act.

Competitive and Other Considerations

Banc One and Premier do not compete in any banking
market. On the basis of these considerations and all other
facts of record, the Board has concluded that consumma-
tion of this proposal would not result in any significantly
adverse eflect on competition or the concentration of bank-
ing resources in any relevanl banking market. The Board
also has concluded in light ol all facts of record that the
{inancial and managerial resources and future prospects of
Banc One, Premier, and their respective subsidiaries, and
other supervisory lactors the Board must consider under
section 3 of the BHC Act, are consistent with approval ¢

Convenience and Needs Considerations

ln acting on an application to acquire a depository institu-
tion under the BHC Act, the Board must consider the
convenience and needs of the communities to be served,
and take into account the records of the relevant depository
institutions  under the Community Reinvestment  Act
(12 U.S.C.§ 2901 er seq.) (“"CRA”). The CRA requires the
federal financial supervisory agencics to encourage linan-
clal institutions ta help meet the credit needs of the local
communities in which they operate, consistent with their
safe and sound operation. To accomplish this end, the CRA
requires the appropriate federal supervisory authority to

4. Pub. 1.. No. 103-328, 108 Stat. 2338 (1994). A bank holding
company’s home state is that state in which the operations of the bank
holding company’s banking subsidiaties were prineipally conducted
on July 1, 1966, or the date on which the company became a bank
holding company, whichever is later. Tor putposes ol the BHC Act,
the home state of Bane One is Ohio.

5. 12 ULS.CL 88 1842(y( DAY and (B) and [842(d)2)(A)Y and (B).
Bane One is adequately capitalized and adequately managed. Upon
consummation of this proposal, Banc One and its afliliates would
control less than 10 percent of the total amount of deposits of insured
depository institutions in the United States and less than 30 percent of
the total amount ol deposits in Louisiana. Premicr Bank has been in
existence and continuously operated for the minimum period of time
required under Louisiana law, All other tequiremients of section 3(d)
of the BIHC Act would also be met upon consummation ot this
proposal.

6. The Board received comments from an individual who has filed a
lawsuit now pending against Premier that deseribe events which
preceded Premier’s acquisition of the subsidiary bank involved in this
dispute. This individual does not oppose this transaction. The Board
received comments that criticized Bane One for assuming that this
proposal would be consummated and for focusing on future acquisi-
tions. The Board has carelully considered these comments in light of
all the facts of record, including repotts of examination assessing the
financial and managetial resources of the organizations, and concludes
that these comments do not warrant denial of this proposal.



“assess the institution’s record of meeting the eredit needs
of its cntire conununity, including low- and moderate-
income neighborhoods, consistent with the safe and sound
operation of such institution,” and to take that record into
account in its evaluation ol bank holding company applica-
tions.”

"The Board received coninents on this proposal {rom two
organizations® and an individual alliliated with one of those
organizations (collectively, “Protestants™) opposing this
proposal. On the basis of data collected under the Home
Mortgage Disclosure Act (“TIMDA™), Protestants alleged
that Banc One; Bane One Mortgage Corporation, Indianap-
olis, Indiana (“BOMC”), and Premier have illegally dis-
criminated against minorities in violation ol the liqual
Credit Opportunity Act and the Fair Housing Act (collec-
tively, “fair lending laws™).' Profestants also maintain
that Bane One has generally failed to meet its responsibili-
ties under the C'RA Dby not making sufficient outreach
cllorts to communitics with predominately minority popu-
lations (*“minority communitics™) and by failing to provide
a plan to improve Premier’s alleged discriminatory lending
activitics. Protestants also alleged that Premier has Tailed to
perform satistactorily under the CRA, particularly in the
low- and moderate-income and minorily communities of
North and East Baton Rouge, and has not (1) established
cnough branches or made enough loans in these communi-
ties, (2) made cnough small business loans, or (3) sulli-
ciently marketed credit products to all ol its communities.”!

7.120.8.C. % 2903,

8. The organizations are luner City Press/Community on the Move
and its members and alliliates (10177, and the Louisiana Association
of  Community  Orpamizations  tor Reform Now  (“Louisiana
ACORN"), 1CP questioned the fees charged by Bane Oue for the
production and duplication of certain HMDA-related data, call re-
ports, and the public portion of CRA examination repotts. Applicable
regulations do not prohibit an institution from charging a reasonable
fee for reproduction of documents, and, in the case of HMDA data, an
institution is expressly authorized 1o charpe a reasonable fee, Sec
12 C.ER. 203.5(d). Bane One’s fees appear to be consistent with
similar fees charged by other organizations for producing and dupli-
cating this type ol information. ‘The Board also notes that Bane One
furnished copies ol all the documents requested for a substantial
number of Bane One’s subsidiary banks within five days ol 1CPs
request, and indicated that it certain of those documients were returned
by 1CP after use by [CP, these would be no charge, In light ol these
considerations and all the facts of wecord, the Board has detetmined
that the lees assessed by Bane One Tor producing and duplicating the
documents were reasonable. Based on all the facts of record, the
Board does not belicve that 1CP’s objections ou the basis of the fees or
aceess to the information requested warrant denial of this proposal.

9. 12 U.8.C. § 2903,

10. Protestants particularly atleged that BOMC”s record of market-
ing to communities with predominately minonty populations is inade-
quale, the number of applications recerved from minorities is low, and
the pereentage ol these applications that are withdiawn or denied iy
high. 1CP has requested that a taic lending examination of BOMC be
conducted.

11, ICP also has maintained that alleged deliciencies in Premier’s

record of CRA pertormance cefleet adversely on Bane One i light of

Bane One’s 1992 agreements (o purchase a subordinated capital note
ol Premier, receive warrants, and, mthe fature, acquite all of Pre-
micr’s outstanding stock. In addition, 1CP argued that such “two-
step” acquisitions inhibit effective enforcement of the CRA because a
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The Board has carelully reviewed the CRA performance
records of Bance One, Premier, and their respective subsid-
fary banks, as well as all comments received on these
applications, Banc One’s responses 1o those conunents,
and all other relevant facts of record, in light of the CRA,
the Board’s regulations, and the Statement ol the Federal
Financial Supervisory Agencies Regarding the Community
Reinvestment Act (“Agency CRA Statement™). "

Records of Performance Under the CRA
A. CRA Performance Fxaminations

The Agency CRA Statemient provides that a CRA examina-
tion is an important and olten controlting factor in the
consideration of an institution’s CRA record, and that
reports ol these examinations will be given great weight in
the applications process.'! The Board notes that all 60 of
Banc One’s subsidiary banks that have been examined lor
CRA performance since public ratings became available
received cither “outstanding” or “satisfactory” ratings
from their primary federal supervisors at their most recent
examinations, and that, in addition, 29 of the banks, repre-
senting approximately 40 percent of Bane One’s total
banking asscts, received “outstanding” ratings. Morcover,
Banc One’s lead subsidiary bank, Bank One, Columbus,
N.A., Columbus, Ohio (““Columbus Bank™), received an
“outstanding” rating from its primary federal supervisor,
the Office of the Comptroller ol the Currency (“OCC?”), at
its most recent examination for CRA performance as ol

bank with a poor performance 1ecord could be controlled by an
organization that does not own all of its outstanding voting stock, 1CP
also alleged that Bane One has illegally exercised control over Pre-
micr under the 1992 agrecments, In patticular, [CP contended that
Banc One’s wartants, and other featwes of the agreenients that were
reviewed by the Board, mdicate that Bane One has imposed a penalty
on the cancellation of the acquisition, and thereby exencised control
over Premier. Alter reviewing a restructured proposal by Bane One in
1992, including these features, the Board lfound that Bane One would
ot control Premier by virtue of the passive investment it proposed to
make at that time. See Detter [rom William W, Wiles, Sceretary of the
Board, to Mark A, Weiss, Hsq. (January 22, 1992), 1CP has not
provided any evidence to indicate that Bane One did, in fact, control
Premicer atter the agreements were entered into in 1992, After consum-
mation ol this proposal, Bance One would control Premier, and would
be responsible for the CRA performance of Premier’s subsidiary
banks. Based on these and other facts of record, the Board docs not
believe that 1CP’s comments on this matler wartant denial of this
proposal.

12, 54 Federal Register 13,742 (1989). Louisiana ACORN alleged
that Premier and Bane One have relused to address adequately or
negotiate issues concerning minority outreach. The Board has indi-
cated in previous orders and i the Agency CRA - Statement that
communication by depository institutions with community groups
provides a valuable method of assessing and determining how best to
address the credit needs of the community. Neither the CRA nor the
Agency CRA Statement, however, requites depository institutions to
enter into agreements with particular organizations. Accordingly, the
Board’s review has focused on the programs and policies that Banc
One and Prentier have in place to assist in meeting the eredit needs of
thetr entire communitics. See Third Bancorp, 80 Federal Reserve
Bulletin 838 (1994),

13, 1d. at 13,745,
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January 31, 1995, Premier Bank also received a “satisfac-
tory” rating from its primary federal supervisor, the OCC,

at its most recent examination for CRA performance as of

March 31, 1994,
B. Corporate CRA Policies ol Bance One

The Board notes that Bane One has the types ol policies
and programs in cflect and working well that assist in
providing an cfiective record of CRA performance. Upon
consumniation of this proposal, Premier would be inte-
grated into the Bane One corporate CRA structure, and
Bane One’s CRA policies and practices would bhe imple-
miehted at Premicr Bank,

Bane One provides management supervision of CRA
compliance at both the alliliate and the corporate levels.
Banc One has established a Corporate CRA Committee
that monitors  community reinvestment  performance
throughout the Bane One organization that reports directly
to Banc One’s Board of Dircctors. The Committee is
composed of CRA officers of several of Bane One’s state-
wide bank holding companics and senior corporate man-
agement representatives, The Committee reviews and up-
dates corporate CRA policy, monitors local issues that
might become significant throughout the organization, and

conducts CRA training, 'The record indicates that all of

Banc One’s subsidiary banks have implemented policices
and programs designed o help mecet the community credit
needs of their delineated communities.

Banc One also has established a community develop-
ment corporation (CCDC™ ) whose tesources are available
1o all Bane One subsidiarics. The CDC helps these subsid-
jaries finance projects designed (o promole community
development, and most ol the CDC’s investments have
been for the acquisition and rehabilitation ol affordable
housing for low- and moderate-income individuals.

The elfectiveness of these policies and programs is re-
flected in the CRA record of performance of Bane One’s
lead bank, Columbus Bank. 'The OCCs CRA performance
examination for Columbus Bank (1995 Examination™)
found that the bank, dircetly or through BOMC, ollered a
wide array ol conventional and government-insured loans
for home purchase and home renovation. One such alford-
able home loan product for low- and moderate-income
borrowers, called the “Hasy Mortgage,” was developed in
response 1o the need for a more flexible mortgage product
witl a low down payment.'" Columbus Bank also actively
participates in all types of government sponsored lending
programs, such as those ollered by the Small Business
Administration ("SBA™), Federal Tlousing Administration
(“FHA™), Veterans Admimstration (“VA™), and barmers
Home Administration (CFmA”)Y as well as guaranteed

s s

I-h The Basy Mortgage s marketed by special loan origisators in
low and moderate meome areas, and the bank and BOMC made 182
Lasy Mortgage toans totalling $8.9 nutfion in 1994,

student loans.™ in addition, OCC examiners found that
Columbus Bank actively engages in smatl business fend-
mg, and noted that the bank has become one of the largest
producers ol SBA loans in its district, making approxi
mately 8 percent of the total SBA loans.

The 1995 Examination found the marketing program of
Columbus Bank to be comprehensive, employing a wide
range ol media sources and marketing techniques, includ-
ing those designed to reach minoritics and low- and
moderate-income census tracts. Columbus Bank also was
noted as having placed advertising in several newspapers
and a radio station with predominately minority audiences.
During 1994, Columbus Bank established a new banking
group, the Community Development Division (“CDID™),
to help serve the needs of low- and moderate-income
individuals, small businesses in low- and moderate-income
and minority census tracts, businesses owned by minorities
and women, and non profit businesses. ' CDD stall’ mem-
bers also identity and coordinate complex community de-
velopment projects.!”

C. HIMDA Data and Lending Activities of Banc
Once

The Board has carefully reviewed TIMDA data submitted
by BOMC and Bane One Tor (993 and 1994 in light of
Protestant’s comments. ' HMDA data for BOMC indicate
that the proportion of applications received from and loans
made o African Americans increased [rom 1993 1o 1994
as a pereentage of total applications and loans. The dollar
amount of loans made 1o African Americans also increased
as i pereentage of total loan volume over the same period.
Overall, BOMC made [,885 purchase money morigage
loans to African Americans in 1994, [or a total of more

15, Durmg 1994, Columbus Bank miade loans under SBA programs
totalling approxinately $12.8 million, FimtA loans totalling approxi-
mately $1.2 miltion, FHA loans otalling approximately $2.7 million,
and VA loans totalling approximately $2.3 million. In cach category
exeept FHA and VA loans, Columbus Bank’s 1994 loan data demon-
strate an inerease in lendmg over 1993 data, OCC examiners attrib-
uted the dectease in FHA/VA loans 1o the introduction of the Lasy
Mortgage product and to higher interest rates. The 1995 Examination
found that the bank’s fending under all povernment-sponsored loan
progrivns was $24.5 million in 1994, 4 9 pereent increase over 1993
lending.

16, The CDD made 23 small business foans totalling $2.4 million in
its fuest quarter ol operation, OF these loans, 57 pereent were in low-
and moderate-income arcas, with approximately 43 percent 1o busi
nesses owned by nnnotities and approximately 13 percent 1o busi-
nesses owned by women,

17, During 1993 and 1994, Columbus Bank made loans totalling
SSE omillion tor 33 community  development projects, including
S23 million for new construction o the refinancing, of existing aflord-
able houstng i low- and moderate-income arcas. These loans in-
cluded $7 million for cconomic developmient projects, 18 of which
were in Jow- and moderate-income areas o neighborhoods designated
by the city of Columbus for revitalization or job creation opportuni-
tes.,

18, Under HIMDA | lenders ate 1equired 1o repott data about home
improvement loans, conventional home purchase loans, refinancings
of home mortgage loans, and loans made under government-sponsored
homie mortgage programs.




than $120 miltion. IMDA data also show that the disparity
between the denial rate for Alvican-American credit appli-
cants and that for non-minority applicants decreased from
1993 to 1994 for both refinancings and purchase money
mortpage loans.

Aggregate HMDA data for all of Bane One’s subsidiary
banks for 1993 and 1994 show that the disparity in the
denial rates for African-American credit applicants and
non-minority applicants remained constant in some lending
categories and thal it decreased for other types of loans.™
Overall, Bane One’s subsidiary banks made over 5,500
HMDA-refated loans to African Americans in 1994 (pri-
marily iny the category of home improvement loans). l'rom
1993 10 1994, the number of applications received from
and loans made (o Aflrican Americans increased us a per-
centage of the total in the categories of refinancings and
home improvement loans.”?

These TIMDA data, however, also reflect disparitics in
the rate ol loan originations, denials, and applications by
racial group and income level. The Board is concerned
when the record ol an institution indicates disparitics i
lending to minority applicants, and it believes that all
banks are obligated to cusure that their lending practices
are based on criteria that assure not only sale and sound
lending, but also equal access o ciedit by creditworthy
applicants regardless of race. The Board recognizes, how-
ever, that TIMDA data alone provide an incomplete mea-
sure ol an institution’s lending in its community. ‘The
Board also recognizes that THIMDA data have lunitations
that make the data an inadequate basis, absent other infor-
mation, for concluding that an institution has engaged in
illegal discrimination in making lending decisions.

The Board has carclully reviewed all the facts of record
in light of HMDA data and Protestant’s allepations, The
most recent CRA performance examinations conducted by
Bance One’s primary lederal supervisors found no substan-
tive evidence of prohibited discrimination or other illegal
credit practices at any ol Bane One’s subsidiary banks.”!
Fixaminers also found no evidence of practices intended to

19. For example, the denial disparity ratio remained at 1.9 for home
inprovement loans and decreased from 1710 1.2 for puichase money
mottgage loans,

20. [n the category ol purchase money morlgage loans, the number
of loans made to Alrican Americans riemained constant as a pereent-
age of the total, while the dollar volume ol loans decreased stightly,
andt the number of applications received decreased by approximalely
25 pereent.

21, The 1994 CRA Examination tor Bank One, Green Bay, Green
Bay, Wisconsin, with assets of approximately $522 million, noted an
apparent violation ol the Fair Housing repulation for the bank’s failure
1o obtain monitoring information from certain withdiawn applications.
An isolated violation ol the Far Housing regulation was also cited at
this vxamination. OCC exanuners also noted ina 1993 CRA Fxanina-
tion ol Bank Oune, Bloomington, N A, Bloomingtog, Indiany, which
had assets of approximately $540 million, that the bank failed 10
comply with a provision of the Ligual Credit Opportunity Act, but that
senior management and the board of directors of the bank ook
appropriate corrective actions when this madter was identified, Lixam-
iners also noted that this practice was not widespread.
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discourage applications for the types of credit listed in the
banks” CRA stateiments.

Bane One’s compliance with fair fending, laws are cftec-
tively overseen by its corporate compliance departiment,
which has implemented new training and monitoring, pro-
cedures (o address arcas such as fair lending and HMDA
data reporting, Bane One’s corporate audit departiment also
has responsibility Tor identifying weaknesses at afliliate
banks, and assisting the compliance department in monitor-
ing for compliance with consuner lending laws and regula-
tions,

In addition, Banc One has established a “Fair Lending
Steering Committee™ with responsibilities Tor implement-
ing Banc One’s fair lending programs at its subsidiarics,
including sccond review programs,”’ laic lending training,
and lair lending testing. In 1994, the Fair Lending Training
Subcommittee, a subconunitice ol the Fair Lending Steer-
ing Committee, developed a training program  entitled,
“lair Lending  Just Good Business.””?

These corporate fair lending, policies and procedures are
followed at nonbanking lending subsidiaries like BOMC,
and BOMC has implemented several types of Tair lending
programs.” A sccond review program at BOMC applics to
all applications denicd in the witial underwriting process,
as well as all withdrawn applications, to ensure the uniforn
treatinent ol all applicants. Underwriters receive regular
feedback [rom the sccond review process. BOMC also
conducts a mystery shopper “lair Lending Shopping, Pro-
gram” through a third party vendor to identify any dispari-
ties in the quality of service or information in the applica-
ton process.

D. CRA Performance Record of Premier

The Board recently reviewed the CRA performance record
of Premier, in connection with its application 1o acquire
HINB Corporation, and Homer National Bank, both of

22. The Columbus Bank has implemented two types ol second
review programs. One progrant covers applications (o real-estate-
related consumer loans that otherwise might be denied in which the
applicant has an income of less than $35,000. This program uses a
eredit scoring mode! developed to improve the approval rate Tor low-
and moderate-income applicants. Another sccoud review program
involves applications by businesses located in low- and nioderate-
income census tracts that otherwise might be denied. The purpose ol
this program is 1o ensure that underwriting guidelines have been
properly applied and (hat governmient lending programs and financing
alternatives have been fully considered. The 1995 Examination also
favorably noted the bank’s compliance monitoring and internal testing,
for loan discrimination.

23, This program provided training, in far lending, faws, appropriate
customer contact and lending practices, and cheeklists (o merease Lain
lending effectiveness, Bane One also provides diversity training to
combat stereotyping.

24, BOMC participates in Bane One’s Fair Lending training pro-
eram, and approximately 1,200 BOMC employcees have paiticipated
in this program since 1994, BOMC aiso requires diversity training for
its managers, supervisors, and other salatied employees, and the
training also is available o non-salaried employees.
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Homer, Louisiana.”™ In evaluating that proposal, the Board
carclully considered Premier’s CRA performance record,
in particular, its record in helping to meet the credit needs
of residents of low- and moderate-ineome and minority
conmmunitics.  For reasons discussed i detail in o the
Premier/HINE Order, and incorporated herein by reference,
the Board concluded that the convenience and needs lactor,
including the CRA performunce record ol Premier, was
consistent with approval ol an acquisition under the BHC
Act.

The performunce record that was reviewed in the
Premier/HINB Order included Premier Bank's “satistacto
ry” rating at its most recent evaluation for CRA perfor-
mance. Examiners found that Premicr Baok eflectively
addresses a portion of the community’s housing-related
credit needs through the origination ol residential mort-
pages and by traditional and non-traditional banking, prod-
ucts and services, The examination also noted that Prenvier
Bank participated i government sponsored lending, pro-
arams, such as those oflered by the SBA, FHA, VA and
FaldIA, as well as guaranteed student loans. Premier Bank
actively participates in the SBA Loan Program, and its
involvement in small business lending programs henelit-
ting low- and moderate-income communities was cited by
examiners as having created or helped o support existing,
jobs in those communities.

Premier Bank’s ascertainment efforts included contact
with a wide range ol individuals, neighborhood groups and
conununity-based organizations, and examiners found that
its marketing programs were designed 1o reach all seg-
ments of its delincated community and (o inform its com-
munity about Bank’s products and  services. Prewier
Bank’s CRA performance examination also noted that the
bank was jnvolved in a variety of community development
programs designed (o benelit its communities, including
low- and moderate-income and  African- American resi-
dents. o

fixaminers concluded that Premier Bunk had a satisfac-
tory record of opening, closing, and relocating, its olfices.
The examination found that the bank had developed a good
distribution of branch locations, especially i low- and
moderate-income areas, and that those branches ollered a
full range of banking products and services. In Fast Baton
Rouge, five ol its 24 branches (21 percent) are located in
low- and moderate: income census tracts, and four branches
(17 pereenty are located mintegrated or predominantly
minority census tract.”/

The Premier/lING Order also carclully reviewed DPre-
mier Bank’s HMDA data for 1993 and 1994, noting that
the data relleet some inproving, trends but that there were

250 Premier Bancorp, Ine . 82 frederal Reserve Bulletin 75 (19906)
(*PremierlHNG Order™).

26, In Baton Rouge, Premier Bank participates m the Local Initia
tves Support Corporation £ LISC™ ). The bank contuibuted $75.000 1o
asstst nn establishing a LISC program, and aiepresentative ol Premiet
Bank serves on its local board ol directors.,

27 Premier has closed Towr branches sinee Premier Bank's 1994
examination, none ol which were m Fast Baton Rouge,

still sonmie disparities in the rate of toan originations, deni-
als, and applications by racial group and income fevel.®
Premvier Bank’s CRA performance examination found no
evidence of prohibited discriminatory or other thegal credit
practices, such as practices or policies that would tend to
discourage credit applications. Fxaminers also found that
Premicer Bank had implemented policies, procedures, and
training programs that cflfectively addressed fuir lending
tssues and the requirements of Tair lending laws.

. Conclusion Regarding Convenience and Needs
Hactors

On the basis ol all the facts ol record, including informa-
tion provided by the Profestants, Bane One’s responses,
and relevant reports of examtination, the Board has con-
cluded that convenience and needs considerations, includ-
ing the overall CRA performance records of the institu-
tions involved in this proposal, are consistent with approval
of these applications.”

Noubanking Activities

Banc One and PAC have also piven notice, pursuant o
seetion 4(e)8) of the BHC Act, to acquire Premier Seeuri-
ties Corporation, Baton Rouge, Louisiana (“PSC™), and
thereby engage in discount sceunties brokerape activities.
Section 4ce)(8) of the BIHC Act provides that a bank

28, The data for Baton Rouge indicate that the number and percent-
age of applications from Afvican Amenicans substantially increased
between 1993 and 1994, while the disparity in denial rates between
Altican Awmericans and non minoritics decreased during this same
period.

29, Protestants asseited that conmunities aie adversely affected in
general by lessening of competition ftom the loss ol smaller state-
wide banks, and (hat the remaining multi-state banking organizations
would tend 1o serve more affluent customers, chage higher fees lor
banking services, and provide less competitive loan rates. As a general
matter, the Board does not believe that one form ot cotporate organi:
sation provides supetior services 1o the public over another. See The
Bank of New York Company, fnc., 74 Federal Reserve Bulletin 257
(1988). The Board also notes that convenience wd needs consider -
ations, including an institution’s record ol performance under (he
CRA, focus on local communitics served by a banking orpanization.
Under the CRA, any bank, including a bank owned by an out-of-state
bank holding company, must be examined regularly and sated on s
performance in hefpmg o meet the credit needs of ils community. 'The
Board also notes that any diminution of CRA-elaed activities result-
ing front this proposal would be reviewed by federal supervisors in
luture peddormance examinations, and by the Board in tuture applica-
tions to acquire a depository facility under the BHC Act. The Boatd
also notes that convenienee and needs considerations do not require
that the pricing ol services be comparable among, geographic regions.
As discussed above, Bane One’s reeord of helping to meet the credit
needs ot all s communities, including fow- and moderate- income
neighborhoods, through its subsidiary banks has been rated “satislac
tory™" or "outstanding ™ in the most recent CRA performance exaniina-
tions, and there is po evidence that Bane One’s fees are disproportion-
ately high or that Bane One discriminates on any basis prohibited by
law, Tn addition, as noted above, this proposal would not tesult in any
signiticantly adverse effect on competution i any relevant bankimg
market. Based on all the tacts of record, the Board coneludes that
these comments do not wiarrant denral of this proposal.



holding company may, with Board approval, engage in any
activity that the Board determines to be “so closely related
to banking or managing or controlling banks as to be a
proper incident thereto”. The Board previously has deter
mined by regulation that the proposed discount scecurities
brokerage activities are closely related to banking within
the meaning of section 4(¢)(8) of the BIC Act. ¥ Bane One
has committed that PSC will conduct these activities in
accordance with Regulation Y.

In order to approve this proposal, the Board also must
determine that the proposed activities represent a proper
incident to banking, that is; that the proposed transaction
“can reasonably be expected o produce benefits 1o the
public, such as greater convenienee, increased competition,
or gains in clliciency, that ouwtweigh possible adverse ¢l
lects, such as undue concentration ol resources, decreased
or unfair competition, or unsound banking, practices.” ' On
the Dasis of the record, the Board believes that this pro-
posal should cnable PSC to provide preater convenience
and improved services (o its customers, In addition, while
Banc One operates subsidiaries that engage in these activi-
tics in competition with PSC, the market for sceurities
brokerage services is unconcentrated, and there are numer-
ous providers of these services. As atesult, consummation
of this proposal would have a de minimis eflect on compe-
tition for these seivices, and the Board concludes that this
proposal would not have a significantly adverse cfieet on
competition in any relevant market. Financial and manage-
rial considerations also are consistent with approval. On

the basis of these constderations and all other facts of

record, the Board has detesained that there is to evidence
in the record o indicate that consunumation of” this pro-
posal is likely to result in any adverse celieets, such as
undue concentration ol resources, decrcased or unfair com-
petition, conflicts of interests, or unsound banking prac-
tices, that would not be outweighed by the public benefits
reasonably (o be expected (o result [rom this proposal.

Accordingly, the Board has concluded that the balance of

the public interest lactors it must consider under section
4(e)®) of the BIC Act 1s favorable and consistent with
approval of Bane One’s proposal to acquire PSC.

Conclusion

Based on the loregoing and all other facts of record,
including all the commitments provided by Bane One in
connection with this proposal, the Board has determined
that the applications and notices should be, and hereby are,
approved. The Bowd's approval is expressly conditioned
upon compliance by Bance One with all the commitiments
made by Bane Oune in conaection with this proposal and
with the conditions referred to in this order, ‘The Board’s
determinations on the proposed nonbanking activitics also
are subject 1o all the conditions set forth in Regulation Y,

T30, See 12, CHR. 225, 25(by(19)(0),
31 See 12 US.C S 181 He)8).
32 See 12 CLR, 225.70(b).
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including those in sections 225.7 and 225.23(p) of Regula-
tion Y, and to the Board™s authority to require such modili-
cation or termination of the activitics ol a bank holding
company or any of ils subsidiarics as the Board finds
necessary to ensure conpliance with, or to prevent eva-
sions of, the provisions of the BHC Act and the Board’s
regulations and orders issted thereunder, These commit-
ments and conditions shall be deemed o be conditions
imposed i writing by the Board in conncction with ils
lindings and decision, and, as such, may be enforced in
proceedings under applicable faw.

The banking acquisition shall not be consummated be
fore the fifteenth calendar day following, the eflective date
of this order, and this proposal shall not be consunmmated
tater than three months after the eltective date of this order,
unless such period is extended for good cause by the Board
or by the Federal Reserve Bank of Cleveland, acting pursu-
ant 1o delegated authority.

By order of the Board of Governors, cflective Novem-
ber 29, 1995,

Voting for this action: Chaivman Greenspan, Vice Chaitman
Blinder. and Governors Kelley, Lindsey, Plullips, and Yellen,

JENNIFER 1. JOHNSON
Deputy Secretary of the Board

NBD Bancorp, hic.
Detroit, Michigan

Order Approving Merger of Bank Holding Companies

NBD Bancorp, Inc., Detroit, Michigan (“NBD™), a bank
holding company within the meaning ol the Bank Holding,
Company Act (CBHC Act™), has applied under section 3
of the BHC Act (12 US.CC§ 1842) to merge with Idirst
Chicago Corporation and American National Corporation,
both of Chicago, IHinois (collectively, “First Chicago™),
and thereby indirectly acquire First Chicago’s subsidiary
banks: First National Bank ol Chicago (“IFNB-Chicago™),
American National Bank & Trust Company (“American
National™), both of Chicago, Hlinois, and FCC National
Bank, Wilmington, Delaware.! hnaddition, NB1 has given
notice under section He)8) ol the BHC Act (12 U.S.C.
§ 1843(¢)(8)) and section 22523 ol the Board’s Regula
tion Y (12 C.ER. 225.23) of its proposal 1o acquire the
nonbanking subsidiaries of First Chicago listed in the
Appendix and thereby engage nationwide in permissible
nonbanking activitics.”

NBD also proposes to acquire, pursuant to section 2401.5
of the Board’s Regulation K (12 CLER. 211.5), all of Iirst

. Alter consummation ol the merger, NBD would change its name
to st Chicago NBD Corporation and would relocate its corporite
headguarters from Detioit (o Chicago.

2. NBD and Fust Chicago also have applied tor the Board’s
approval (o exercise cross options to prurchase up o 9.9 percent ol
the voting shaes ol the other banking organization. These options
would become moot upon constimation of this proposal



94 Federal Reserve Bulletin [ January 1996

Chicago’s subsidiaries, joint ventures, and portfolio invest-
ments relating to activities outside the United States pursu-
ant to section 4e)(13) of the BHC Act (12 US.C,
§ 1843(c)(13)). In addition, NBD has given notice, pursu-
ant 10 sections 21 1.4 and 211.5 of Regulation K (12 C.ER.
211.4 and 211.5) to acquire First Chicago International,
Chicago International Finance Corporation, and First Chi-
cago Overseas Investment Corporation, all ot Chicago,
linois, which are corporations chartered pursuant to scc-
tion 25(a) of the Federal Reserve Act (the “Hdge Act™)
(12 U.S.C. 8§ 611-13).

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(60 Federal Register 46,126 (1995)). The time for filing
commeits has expired, and the Board has considered the
applications and all comments received in light of the
factors sct forth in sections 3 and 4 of the BHC Act and the
Edge Act.

NBD, with approximately $48.1 billion in consolidated
assets, is the [8th largest banking organization in the
United States.* NBD operates subsidiary banks in Florida,
[Hinois, Indiana, Michigan, and Ohio, and controls approx-
imately 1.3 percent of total banking asscts of insured
conmiercial banks (“total banking assets™) in the United
States. NBD also engages in a number of permissible
nonbanking activities nationwide. First Chicago, with ap-
proximately $75.3 billion in consolidated assets, is the
tenth largest banking organization in the United States.
First Chicago controls approximately 1.2 percent of total
banking assets in the United States. Upon consummation
of this proposal, NBD would become the seventh largest
banking organization in the country, with consolidated
asscts of approximately $123.4 billion, and would control
approximately 2.5 percent ol total banking assets in the
United States,

Interstate Analysis

Section 3(d) of the BIIC Act, as amended by Section 101
of the Riegle-Neal Taterstate Banking and Branching Efli-
ciency Act of 1994, allows the Board to approve an appli-
cation by a bank holding company to acquire control ol a
bank located in a state other than the home state of such
bank holding company, it certain conditions are met.! The

conditions are met in this case.d In view of all the Tacts of

3. Asset and ranking data are as ol June 30, 1995,

4. Pub, 1. No. 103 328, 108 Stat. 2338 (1994). A bank holding
company’s home state is that state in which the operations ol the bank
holding company’s banking subsidiarics were principally conducted
on July 1, 1966, or the date on which the company became a bank
holding company, whichever is later. For purposes of the BHC Act,
the home state of NBD is Michigan, Under the ciicwmstances pre-
sented in this proposal, the Boaid has also conducted the interstate
analysis as it First Chicago, with a home state of Hlinois, were
acquiring NBD.

5. 12 ULS.CL 88 1842( DAY and (B) and 1842()(2)A) und (B).
NBD and First Chicago are adequately capitalized and adequately
managed. Upon consummation, NBD and its atiiliates would control
less than 1O percent of the total amount of deposits of insumed

record, the Board is permitted 1o approve this proposal
under scction 3(d) of the BHC Act.

Competitive Considerations

NBD and First Chicago compete directly with other bank-
ing and savings organizations (“depository institutions’)¢
in the Chicago, Elgin, and Jolict, Winois, banking matr-
kets.” Upon consummation of this proposal, all these bank-
ing markets would remain unconcentrated or moderately
concentrated as measured by the Herlindahl—Hirschman
Index (“"HIHI™)® and numerous competitors would remain
in cach market.

The Board sought comments [rom the United States
Attorney General, the Office of the Comptroller of the
Currency (“OCC™), and the Federal Deposit Insurance
Corporation (“FDIC”) on the competitive cffects of this
proposal. The Attorney General has indicated that the
proposed transaction would not have a significantly ad-
verse effect on competition. The OCC and the FDIC have
not objected to consummation of the proposal or indicated
that it would have any significantly adverse competitive
effects in any relevant banking market. Based on all the
tucts ol record, including the relatively small increase in

depository institutions in the United States and less than 30 percent of
the total amount of deposits in [linois, the only state in which both
NBD and First Chicago operate. This transaction would mecet applica-
ble minimum age requirements imposed by all relevant states, includ-
ing Delaware, Florida, Indiana, and Wisconsin. All other requirements
ol section 3(d) of the BHC Act would also be met on consummation
ol this proposal.

6. Market data are as of June 30, 1994, Market concentration
caleulations include deposits of thrift institutions at 50 percent. The
Bowd has previously indicated that thrifl institutions have become, or
have the potential to become, signilicant competitors of commercial
banks. See Midwest Financial Growp, 75 Federal Reserve Bulleiin
386 (1989); National City Corporation, 70 IFederal Reserve Bulletin
743 (1984). Thus, the Board has regularly included thrilt deposits in
the caleulation ot market concentration on a SO-pereent weighted
basis. See e.g., First Hawaiian, Inc., 77 Federal Reserve Bulletin 52
{(1991).

7. 'The Chicago banking market is approxnnated by Cook, Lake, and
DuPage Counties, all in Hlinois, The Flgin banking market is approxi-
mated by Marengo, Sencca, Nunda, Riley, Coral, Grafton, and Algon-
quin townships in Mctleary County; and portions of Kane County, all
in Iinois. The Joliet banking market is approximated by Will Couaty
except for Florence, Wilmington, Reed, Custer, and Wesley town-
ships; Aux Suble township in Grundy County; and Naausay and
Seward townships in Kendall County, all in linois.

8. The HHL would increase in these banking markets as {ollows:
Chicago (106 points to 733); Elgin (108 points to 981); and Jolict (94
points to 1230), Under the revised Depatment ol Justice Merger
Guidelines, 49 Federal Register 26,823 (June 29, 1984), a market in
which the post-merger HEL is Tess than 1000 is considered unconcen-
trated, and a market in which the post-merger THI is between 1000
and 1800 is considered moderately concentrated. ‘The Justice Depart-
ment has informed the Board that a bank merper or acquisition
generally will not be challenged (in the absence of other lactors
indicating anticompetitive eftects) unless the post-merger HEL is at
least 1800 and the merger increases the T by more than 200 points.
The Justice Department has stated that the higher than normal HHI
thresholds for screening bank mergers for anticompetitive eflects
implicitly recognize the competitive eflect of limited-purpose lenders
and other non-depository financial institutions,



concentration as measured by the [HT and the number of
remaining competitors in these markets, and after carefully
considering public comments on the competitive factor,”
the Board concludes that consummation ol the proposal
would not result inacsignificantly adverse elfect on compe-
tition in any relevant banking market. '

Based on all the facts of record, the Board also con-
cludes that the financial and managerial resources'! and
future prospects ol the institutions involved are consistent
with approval, as wre the other supervisory factors that the
Board is required 1o consider under seetion 3 ol the BHC
Act.'?

Convenience and Needs Considerations

In acting on an application (o acquire a depository institu-
tion vnder the BHC Act, the Board must consider the
convenicnce and nceds ol the communitics 1o be served,
and take into account the records of the relevant depository
institutions  under the Community  Reinvestment  Act
(12 U.S.CU§ 2901 ¢f seq.)y (TCRA™). The CRA requires the
federal linancial supervisory agencies o encourage (inan-
cial institutions to help mecl the credit needs of the local
communitics in which they operate, consistent with their
safe and sound operation. To accomplish this end, the CRA
requires the appropriate federal supervisory authority to
“assess the institution’s record of meeting, the credit needs
of ils eatire community, including low- and nmoderale
income neighborhioods, consistent with the safe and souid
operation of such institution.”” and fo take that record into
account in its evaluation ol applications. '

The Board received comments supporting and opposing
the proposal. Thirteen commenters. including Lake County

9. An individual submitted comments maintaining, that the merger
ol NBD and First Chicago would result i sipnihicant anticompetitive
clteets m Chicago duc 1o the market shae and size ol e two
organizations.

10. A commenter masmtained that Pirst Chacago’s passtve mvest
ment w Indecorp, Ine. Cindecorp™), and ‘The Shorebank Corporation
(*Shorebank™), both of Chicapo. Hlinois, would permit NBD (o
climinate competition from other banks, particularly banks owned by
minotitics. The Board carelully considered the clicet of the invest
met by Fiest Chicago in Shorebank in the Board™s review ol Shore-
bank’s proposal to acquire ndecorp. NBD and Fost Chicago do not
propose to change the wmvestment in Shorebank from the passive
investment permitted by the Board. For the reasons stated in the
Board’s order approving Shorebank™s acquisition of Indecorp, and
incorporated herein, the Board has concluded that no adverse conipet -
itive cflects would result from this passive mvestment. See The
Shorebank Corporation, 81 I'ederal Reserve Bulletin 1107 (1995).

FEThe Bowd also recerved acomment from an individual object
g 1o severance packapes offered to the sentor execulives ol both
NBD and First Chicago in conmection with thus transaction. Based on
all the Facts of record, including the recent approval of the severatiee
packages by the sharcholders off NBD and Fust Chicago, and the
current fevel of compensation {or these oflicers, the Board doces not
believe that these commients raise ssues that would wanant denial
under the Tactors wequired 1o he considered under the BHC At

12, The Bowd considered all of Protestants” comments in assessing,
these factors and concluded that none ol these conunents warrant
denial of this proposal.

13, See 12US.C§ 2901,
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Allordable Housing Commission, Neighborhood Housing,
Services of Like County, Dulage Homeowinership Center,
and a member of the United States Senale, commented
favorably on the CRA performance records ol NBID and
First Chicago. These commenters commended the assis-
tance ol both organizations in conunity redevelopment
activities, noted that both NB1DY and First Chicago lave
strong, records ol reinvesting in their communities, and
indicated thetr beliel that the proposed merger should
benefit the communities that would be served by the com-
bined catity.

Three comnienters (CProtestants™) objected to this pro
posal and criticized the CRA performance 1ecords ol NBD
and First Chicago.'t On the basis ol data filed under the
Home Mortgage Disclosure Act (" HHMDA™), D Protestants
maintained that the subsidiary baoks of both organizations
illegally discriminate in their housing related lending, activ-
ities. ' Protestants also contended  that both institutions
have deliciencies i their CRA performance records, in
cluding housing related and small business lending:!/ as-
certainment and marketing; community development activ
itics and suppott ol community-based organizations; ' and

LA Protestants melude: Inner City Press/Community on the Move,
Bronx, New York; Positive Systematic Transformations, Tne., Wauhke-
pan, Hinos CPST7) and anindrvidoal from Evanston,  [Hinois,
representing several community based groups. In addition, the Boad
received o number of submissious supporting PSS comments.

15, 12 US.CO8 2801 ¢f seq.

16, These allegations included NBD's mortgage subsuliary, NRBD
Mortgage Company, Detroit, Michigan ("NBD Motpape ™).

17. On the basis of an article concludmg that mubt state bank
holding companies tend (o lend tess (o small businesses than banks
contiolled by smadl single state bank holding companies, one Protes
tant cottended that this proposal wouald have a penerably adverse ellect
on sl busmess fending m Detroit and other areas served by NBD.
The article reviewed one year of call seport data from the Federal
Reserve System's Tenth Distriet and did not consider the recond ol the
organizations involved i this proposal. As explained  above, the
Board has carelully reviewed the records of bothh NBIDY and First
Chicago in ascetfaining and serving tie needs ol thelr conmunitics,
and mahing loans, includimg small business loans, in their communi
ties. Bused on all the facts of record, and for tie reasons discussed
above, the Boatd does not believe that Protestant’s conunents winrant
dental of this proposal. The Bowrd notes that the CRA 1equires that
every bank, includmg a bank owned by i out-ol state bank holding,
company, be regularly examined and tated onats parformance m
helping 10 meet the credit needs of s community. ‘The Board also
notes that any diminution in CRA related activities resulting rom this
proposal would be reviewed by federal supervisors i tatare pertor-
mance examtinations as well as by the Board in future applications to
acquire i depository Tacility under the BEHC Act.

18. One Protestant also criticized Fast Chicago lor not aceepting its
proposal for investment in Lake County. The Board has indicated in
previous orders and in the Statement of the Federal Financial Supervi
sory Agencies Repardimg the Conunuitly Remvestiment Act ("Apency
CRA Stalement™) that conumunication by depository institutions with
comminily groups provides a valuable method of assessing and
determinig, how best to address the eredit needs ot the community.
However, ueither the CRA nor the Apency CRA Statement requires
depository institutions 1o enter mto agrecments with parficutar orpani
zattons. Accordingly, the Board’s review hias locused on the programs
and policies that NBD and Fist Chicago have mplace 1o assist in
meetiy the credit needs ol then cotne communities. See £7fth Thod
Rancorp 80 Federal Reserve Bulletin 838 (1994).
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the number ol branches serving low- and moderate-income
arcas and arcas with predominately minority populations
(“minority arcas”). These allegations focus on NBD’s
performance in Detroit, and both organizations’ perfor-
mance in Chicago, and in the greater Chicago arca includ-
ing Lake County and Evanston, lllinois,

The Board has carefully reviewed the CRA performance
records of NBD and First Chicago and their respective
subsidiarics, in light of the CRA, the Agency CRA State-
ment,! and all comments received and the response of
NBD and First Chicago to these comments.

Record of CRA Performance
A. Evaluation of C'RA Performance

The Agency CRA Statement provides that @ CRA examina-
tion is an important and often controlling factor in the
consideration of an institution’s CRA record, and that
reports of these examinations will be given great weight in
the applications process.? The Bouard notes that all the
subsidiary banks of NBD and First Chicago received “out-
standing™ or “satisfactory” ratings at the most recent
examinations of their CRA performance. NBD's lead bank
subsidiary, NBD Bank, Dectroit, Michigan (“*NBD-
Detroit’), received an “outstanding” rating at the most
recent examination for CRA performance from the OCC,
as of March 1993.20 First Chicago’s lead bank subsidiary,
FNB-Chicago, received a “satisfactory™ rating from the
OCC at its most recent examination for CRA performance
as of November 1993.77 The Board has carcfully consid-
cred the results of these performance evaluations in review-
ing this proposal.2}

19. 54 Federal Register 13,742 (1989),

200 0d. at 13,745,

21. NBD Bank, N.A Indianapolis, Indiana (formerly hnown as
INB National Bank), received an “outstanding™ rating from the OCC
at its most reeent examination as ot April 1993, NBD Bank, Wheaton,
Hlinois (““NBD-Ilinois™), and NBD Baok, Columbus, Ohio, also
received “outstanding”™ ratings from their primary federal supervisor,
the FDIC, at their most recent examinations for CRA performance, as
ol October 1993 and May 1994, respectively. In addition, NBD Bank,
Llkhart, Indiana; NBD Bank, Venice, Flonda (formerly known as
NBD Bank, I'SB) (“"NBD-Florida™); and NBD Skokic Bank, N.A.,
Skokie, Hlinois (*NBD- Skokic”), received “satislactory™ ratings
trom the Federal Reserve Bank ol Chicago as of June 1993, the Oflice
ol "Thrift Supervision as of fune 1994; and the OCC as of March 1995,
NBD’s remaining  bank  subsidiary, National Bank ol Detroit-
Dearborn, Dearborn, Michigan, a linuted purpose bank engaged in
asset management, does not accept deposits or make loans, and has
not been examined for CRA performance by the OCC since 1987, No
CRA performance examination report is publicly available for this
bank.

22. In addition, American National received a “satislactory” rating
from the OCC at its most recent examination for CRA pettormance,
as of Pebruary 1995; and FCC Nationat Bank, Wilmington, Delawate,
received an “outstanding™ rating from the OCC at its most recent
examination for CRA performance, as of April 19935,

23, One Protestant maintained that the “satisfactory™ performance
ratings of FNB-Chicago and NBD-Florida ate contradicted by weak-
nesses in performance discussed in the public sections of these exam-
inations. The Board notes that each institution’s overall performance

B. HMDA Data

The Board has reviewed the 1993 and 1994 HMDA data
reported by NBD’s bank subsidiaries and NBD Movtgage
in tight of Protestants’ comments.”™ These data generally
indicate that NBD has improved its record of home mort-
gage lending in low- to moderate-income and minority
neighborhoods throughout the communities served by
NBD-Detroit. In particular, 1994 IIMDA data for arcas
served by NBD-Detroit indicate an increase in the number
of loan applications received from, and loans extended to,
low- to moderate-income individuals, Hispanics, and Afri-
can Americans.”> NBD also has shown improvement in its
record of home mortgage lending 1o Hispanics in the
communities served by NBD-IHinois.

The Board also reviewed the 1993 and 1994 HMDA data
reported by FNB-Chicago and American National, in light
of Protestants’ comments. These data generally indicate
that First Chicago has improved its record of home mort-
gage lending in low- to moderate-income arcas and 1o
minority applicants.2® Based on 1993 and 1994 HMDA
data, FNB-Chicago’s loan origination rate lor low- to
moderate-income arcas and minoritics exceeded the aver-
age origination rate for all the lending institutions in the
Chicago MSA combined.””

However, HMDA data for First Chicago and NBD, as
well as NBD Mortgage, also indicate some disparitics in

was considered satistactory by the examiners, although certain arcas
were identified for improvement. he Board also notes that NBD-
Florida was acquired in connection with the sale ol a failed thrift and
represents less than 1 percent of NBI's consolidated assets. 1n addi-
tion, NBD has responded to the issues raised by the examination, and
the Board expects NBD to implement fully programs responsive to
examiners’ comments. FNB-Chicago’s 1ecord of performance is re-
viewed above in light of this examination and its more recent activi-
tics.

24, The Board notes that NBID conducts most of its housing-related
lending through NBD Mortgage. Accordingly, the Board has consid-
cred HMDA data 1eported by NBID Mortgage for areas scerved by
NBDs bank subsidiaries.

25. For example, in the Metropolitan Statistical Arcas (“"MSAS™)
served by NBD-Detroit, applications [rom African Americans in-
creased from 1109 in 1993 to 1,935 in 1994, and applications from
Hispanics increased from 136 to 282, In addition, applications from
individuals in low- to moderate-income census tracts increased from
2,008 to 3,702,

20. 'The number of foan applications FNB-Chicago received {rom
Aftican Americans increased from 858 in 1993 (0 868 in 1994, despite
an overall decrease in applications received. o addition, the number
of loan applications received by ENB-Chicago from low- to moderate-
incomie census tracts increased from 1,398 in 1993 10 1,523 in 1994,

27. FNB-Chicago's origination rates ol 77 pereent in 1993 and
70.1 percent in 1994 in low- (o moderate-income census tracts in the
Chicago MSA exceeded the origination rates of aggregate lenders in
the community (68.8 percent and 61.2 percent in 1993 and 1994,
respectively) during the same time periods. FNB-Chicago’s origina-
tion rates ol 77.3 percent in 1993 and 74.6 percent in 1994 for African
Americans, as well as origination rates of” 83.4 percent in 1993 and
77.8 percent in 1994 for Hispanics, also exceeded those of its compet-
itors in the Chicago MSA. The avetage onigination rates for aggrepate
lenders in the Chieago MSA were 69.7 percent in 1993 and
65.8 percent in 1994 for Alrican Americans, and 78.7 percent in 1993
and 76.1 percent in 1994 [or Hispanics.



the rate ol loan originations, denials, and applications by
racial group and income levels. The Board is concerned
when an institution’s record indicales disparities in lending,
to minority applicants and it believes that all banks are
obligated 1o casure that their lending practices are based on
criteria that assure not only safe and sound lending, but
also assure cqual aceess to credit by creditworthy appli-
cants regardless of race. The Board recognizes, however,
that 1IMDA data alone provide an incomplete measure of
an institution’s lending in its commiunity, and have limita-
tions that make the data an inadequate basis, absent other
information, for concluding that an institution has engaged
in illegal discrimination in making fending decisions.

The Board notes that the most recent CRA performance
examinations for all the subsidiary banks of NBD and First
Chicago found no evidence of prohiibited discrimination or
other illegal credit practices. '™ "The examinations also found
no evidence of practices intended to discourage applica-
tions for the types of credit listed in the banks® CRA
statements.”?

The bank subsidiaries of First Chicago and NBD, and
NBD Mortgage, have instituted a fornal sccond review
procedure for all initial denials of home mortgage applica-
tions. 1n addition, in carly 1993, FNB-Chicago’s managc-
nient developed and implemented a diversity training pro-
gram (o discuss the concept ol disparate treatment of
applicants and to promote fair lending. All bank employees
were required 1o attend the training. Furthermore, in 1995,
NBD instituted a fair lending training process for all branch
olfices, including post-training testing (o confirm its effee-
tiveness.

C. NBD’s Record of Performance in Detroit

Lending Activities. 'I'he 1993 CRA performance examina-
tion for NBD-Detroit considered the bank’s record of lend-
ing 1o be outstanding and Tound that the bank offered a
range ol lending products (o its communities, including
products specifically for tow- and moderate-income indi-
viduals. Examiners also commended NBD-Detroit’s record
of originating and purchasing housing-related and small
business loans within its delincated community, and favor-
ably noted NBD-Detroit’s ellorts to increase applications
(rom low- and moderale-income areas.

NBD-Detroit has taken additional steps to assist in neet-
ing the housing-related credit needs ol its communitics,
including low- to moderate-income and minority arcas, lor
cxample, in February 1995, NBD-Detroit announced a
comprehensive strategic plan developed in cooperation

28. In addition, the tair lending examinations of NBD-Detroit and
NBD-Indiana, which comprise moic than 85 percent of NBD's assets,
cach included a review ol sample loan files rom NBD Mortgage for
HMDA- related loans originated m the banks™ delineated communi-
ties.

29, ENB Chicago was cited for noncompliance with certain record
keeping requirements ol the Eyual Credit Opportunity Act (ECOA™)
and HMDA. Since its 1993 CRA performance examnation, #NI3
Chicago has implemented procedures (o adedress the OCCTs coneerns.
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with the Alliance for Fair Banking Practices, a Detroit-
bascd coalition of community organizations. The plan,
which reflects a proposed investment of $678 million in
Detroit over the next three years, establishes targets for
small business, mortgage, consumer, business, comnier-
cial, and real estate lending. In addition, NBD-Detroit
introduced the 97 Plus Mortgage Program o its communi-
tics in January 1993 to respond to an ascertained need for
alfordable mortgage products. This program, which re-
quires borrowers to complete a homebuyer education pro-
gram in order to qualify, provides for a loan of up to
97 percent of the value of a property, with a separate
10-year fixed rate loan at a below-market rate to linance up
1o $3,000 of down payment and closing costs.

NBD-Detroit also ollers home equity loans i amounts
as low as $500 through its Community Pride Loan Pro-
gram. This program, which provides unsecured financing
to low- to moderate-income individuals for renovations
and improvements of residential dwellings, has a maxi-
mum loan amount of $5,000, and permits debt-to-income
ratios as high as 50 percent. NBD-Detroit originated 122
Community Pride loans totalling over $410,000 in the
Detroit area in 1994, and 311 loans totalling  over
$1 million as of August 1995,

NBD-Detroit also participates in programs designed o
meet the small business credit needs of its delincated
communitics. NBD-Detroit actively participates in govern-
mentally sponsored programs, such as those ol the Small
Business Administration (““SBA’") and the Michigan Strate-
gic lund Capital Access Program (“Capital Access Pro-
gram’”). V" NBD-Detroit originated 113 SBA loans totalling
approximately $31.6 million in 1994, including 11 loans
totalling approximately $2.2 million in Detroit; and 137
loans totalling approximately $45.2 million, as ol Septem-
ber 1995, including 9 loans totalling approximately
$1.3 million in Detroit. In addition, NBD-Detroit origi-
nated 247 Capital Access Program loans totalling approxi-
mately $14.7 million in 1994, including 37 loans totalling
approximately $2.4 million in Detroit; and 70 Capital
Access Program loans totalling approximately $9.8 mil-
lion, as of August 1995, including 28 loans totalling ap-
progimately $1.3 million in Detroit.

Muarketing and Outreach Activities. 'The bank’s 1993
CRA performance examination found that NBD-Detroit
used mass media to reach all its communitics, including
fow- to moderate-income arcas. The OCC examiners also
noted that, in addition to regularly employing standard
mass- media such as general circulation newspapers and
radio stations, NBD-Detroit regularly advertised its prod-

30, The 97 Plus Program s specifically for low- and moderate-
income applicants in urban aeas throughout Michigan, NBD-Detroit
originated 49 loaus (otatling approximately $1.7 million in Southeast
Michigan under this program in 1994, and 70 loans totalling approxi-
mately $2.60 million as of Octaber 1995,

31, Under the Capital Aceess Program, a reserve fund is established
through funds paid by the bortower, and matched by the bank and the
progrant. This fund is used 1o offset any loan losses, with the bank at
risk for amounts inexeess ol the fund,
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ucts and services in minority  publications such as the
Michigan Chronicle, the Avab American, and 14 Central.

NBD-Detroit also spousors specialized programs to in-
form its community of its credit products. For example,
NBD-Detroit is currently sponsoring a " Bank at Work”
program i Southeast Michigan o inttoduce small busi-
tesses and their employees 1o NBIDY's products and ser-
vices, Under this program, NBD-Detroit representatives
visit oflices during working hours to take loan applications,
open savings and checking accounts, and assist in linancial
planning. In addition, in a monthly publication entitled
SNBD in the Community,” NBD-Detroit inlorms its con-
munity leaders and organizations of ongoing outreach plans
and programs. The edition for the bauk’s Southeast Re-
gion, which inclades Detroit, has a circulation of 27,000,
including 4,000 community, business, and religious lcad-
ers.

Coninnity Development Activities, NBD cngages in a
number of community development activities to help meet
the credit needs of its communities. For example, NBD
Community Development Corporation, Detroit, Michigan
C*NBD-CDC™), has been an active equily partner in hous-
ing, partnerships that acquire and renovate foreclosed or
abandoned single and multifamily homes for low-income
residents, Tn NBD-Detroit’s Southeast Michigan region,
NBD-CDC has participated in projects in Pontiac, Wyan-

dotte, Ann Arbor, and six neighborhoods in the City of
Detroit. As of June 1995, NBD ¢'DC held a portfolio of

community development loans, commitments, and invest-
ments aggregating, $11.3 million.

In addition, NBD-Detroit participates in the Business
Consortium Fund established by the National Minority
Supplicr Development Council. The Tund purchases up to a
75 percent participation in loans (o linance ¢xpenses or
purchascs related to specilic business orders or contracts in
which minority owned vendors supply goods or services to
corporations. NBD-Detroit also is active in the Detroit
Business Retention and Expansion Program which s
geared toward retention of existing Detroit businesses and
Turther expansion of new businesses into downtown De-
troit.

Branch Locations and Closings. The OCC reviewed
NBD-Detroit’s record ol providing services at its branch
oftices and concluded that the bank had demonstrated a
strong record of maintaining accessible offices with equita
ble services. The bank has 35 branches in Detroit, includ-
ing 24 in low to moderate-income arcas. In addition, NBD

320 Inaddition, the bank™s Small Business Development Oflice
provides educational workshops and seminars to assist the smialt
business customer, and provides imformation on special loan pro
prams.

B3 NBD CDC also helped aonumber of compunity groups becone
cligible o participate in the Federal National Mortgage Association
(" Fanme Mae™) Commumty Lending Initiative Program, which en
ables fow-income famihes to buy homes ander a fease puichase
agreenient.

maintains ATMs at 31 ol its 35 branch locations, including
21 in low- to moderate-income arcas, ™

NBD-Detroit has adopted a Branch Closing Policy that
requires a {formal evaluation of the impact of closing or
reducing services at any branch offices. The OCC con-
cluded that the branch closing policy is consistent with
current regulatory puidelines, and that this policy includes
consideration ol input from focal community groups and
political leaders in order to niinimize any impact a closing
would have on an arca.’ In addition, the 1993 CRA
performance examination noted that branch ofiice closings
have not materially reduced the services available to the
bank’s communitics. ¢

D. First Chicago’s Record of Performance in
Chicago

Lending Activities. 'The 1993 CRA performance examina-
tion Tor ENB- Chicago found that the bank extended credit
throughout its community and has generally been respon-
sive to the conmmunity’s credit needs. Althouglh weak-
nesses in the bank’s mortgage lending to minoritics and the
cffectiveness of its small business lending program were
noted, examiners also noted that a signiticant amount ol
credit had been extended for the rehabilitation of single
and multi-family housing by FNB Chicago. FNB-Chicago
also has taken a number of steps (o strengthen its record ol
meeting consuner,  smalt business,  commercial, and
housing-related eredit needs in low- 1o moderate-income
arcas. Por example, in March 1995, FNB-Chicago an-
nounced a plan 1o invest $2 billion in low- to moderate-
income neighborhoods in its delincated community by the
year 2000, This plan calls for investing $500 million fot
single-family mortgages, $700 million in small businesses
loans, 7 $350 million in commercial toans, and $250 mil-
lion in consumer loans,

. NBD Detroit also maintaing o ‘Telephone Banking Center,
through which customers conduct routine banking transactions.

35. The Board also has considered the comments of one Protestant
who betieves that this proposal would have adverse eftects m Union-
dale and New York City, both ol New Yok, where Fist Cliicago’s
trust company and credit card service subsidiaries operate. This siame
Protestant also notes that the proposed transaction would result in
layoll's and branch closures in the arcas served by First Chicago and
NBD. In considering these comments. in addition to the other factors
noted in this order, the Board has considered that NBD and First
Chicago me cach developing new severance policies for eniployees
that will become eftective as ol the date of consummation of the
proposed transaction.

36, Examiners noted that sinee its last examination, NBD-Detroit
closed four branches, two ol which were tocated in low  and
moderate-income weas (Clow 1o moderate inconie branches™). The
bank retained its branch i a supermirket across the street from one of
the closed branches and retained a drive throuph facility on a corner
adjacent to the other. In addition, (wo low o moderate- inconie
branches closed their drive-thhough  facilities, and one low: (o
moderate income branch (with only a drive through facility) was
converted o an oll-sile ATM,

37. The head of the City of Chicago’s empowernient zone initiative
has also invited Fitst Chicago o participate in the city’s eflorts,
Neighborhood-based small busmess centers established in the cinpow-



Muarketing and Outreach. As noted in the 1993 CRA
performance examination, FNB-Chicago has used various
methods, including print, elevision, radio, and dircet mail
advertisements in an attempt 1o reach all members of its
delincated communities. ' Advertisements for the bank’s
products and services were placed inover 90 daily newspa-
pers, local weekly news and trade publications throughout
the bank’'s delineated community, including some journals
and special audience publications that focus on specific
minority groups. FNB -Chicago also advertises on a num-
ber of ethnic radio stations o reach members of the minor-
ity community.

Since 1992, FNB-Chicago has mailed over a million
direct mail solicitations ol its unsecured tine of credit and
over 50,000 direct mail solicitations of its installment loan
products to individuals residing in low inconie census tract
arcas, ' FNB-Chicago also created a special CRA market-
ing group in mid-1992 iy order to attract additional minor-
ity mortgage applicants to FNB-Chicago.'?

crntent zones would be operated jomtly by the SBA and comtnunity
representatives.

38, One Protestant, however, also cortends that FNB-Chicago mar
kets a special service, the st Direet progoam, pritnarily to alfluent
non- minority customers. This propram, which is designed to ctain
customers who move ont of the Chicago arca, pertuts customers (o
engage in certain bank g, transactions and purchase several banking
products by telephione or computer, including opening a checking or
savings account; tansfening funds from one account to another:
purchasing certificates of deposit: applying Tor credit cards, personal
loans and mortgages; and purchasing a range ol investiment products.
The Board notes that ENB-Chicago oflers these services (o atl custont
ers, regandless of account balance, who move from the Chicago arca,
awed markets these services inmass media newspapets serving commu
nities outside the Chicago arca.

39, FNB- Chicago has extended credit to more than 3 pereent of the
50,000 individuals solicited for installment loan prodacts.

40, st Chicago recently implemented o program that charges
customers 4 $3.00 fee for certain transactions done with a teller’s
assistance unless the customer maintaing o specitied minimum ac
count balance with First Chicapo. Severad Protestants claim that Fist
Chicago’s fees in general, and this tetler fee in particular, discriminate
against low- and moderate income individuals and minority customers
and indicate that First Chicago is not adequately serving the banking,
needs of its community.

The Board believes that the intformation provided by Protestant on
First Chicago’s fees, including its teller fees, provides an incomplete
picture, The teller fee addressed by the Protestants is charged for
routine transactions that may be conducted at an AI'M or through
another means. Customers continue 10 reecive bree teller assistance on
a number o banking matters, including inquiring about account
statements, submitting loan payments, seektup, assistunce o salve
errors in or problems with an account, depositing coins, making,
change, and purchasing consunwer paynent msttuments (such as
money orders and cashier’s chechs). Inaddition, customers may
obtain free teller assistunce or equuvalent services under other account
programs offered by First Chicago. Por exanple, FNB-Chicago's
Choice Checking Account requires i $250 nunimum balance and

allows the customer four transactions per month, including, teller
assisted  transactions, belore a fee is imposed. Thus, all banking
services ordinarily offered through a teller coutinue 1o be avadable to
all customers ol Fiest Chicago at nominal or no charge e some form,
cither through a tefler, at an AT'M, at a deposit tacility, or by phone,
and teller aceess continues 1o be available al no change for services
that require individual attention.
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Community Development Activities. ENB-Chicago char-
tered The First Chicago Neighborhood Development Cor-
poration (“Development Corp™) in 1979 to expand its
capacity to participate in community development initia-
tives. As of June 1995, Development Corp’s assets totalled
$3.2 million, including investments in equity Tunds, direct
loans, and investiments secured by note receivables, FNB-
Chicago also has committed nearly $200,000 to the North-
crn Cook County Microloan Lending Program. !

Since 1985, FNB-Chicago has invested $250,000 annu-
ally in the Chicago Equity Fund, which has created over
3,600 units of housing in low- 1o moderate-income neigh-
borhoods. ENB- Chicago also extends loans for community
development purposes through its Neighborhood Banking
Departiment, which was created in 1984 as part ol the
Neighborhood Lending Program, a multi-bank community
lending, agreement. As part of this program FNB-Chicago
made a conunitment to lend $225 million over [0 years for
qualifying developments in low- 1o moderate-income
neighborhoods. FNB-Chicago has exceeded its $225 wiil-
lion goal and continues 1o make loans under this progran.
FNB-Chicago also has committed to provide approxi-
mately $100 million over six years to the Community
Investment Corporation (“CIC™), a partnership of major
linancial institutions and corporations dedicated 1o the pur-
chase and/or rehabilitation ol single and multi-family resi-
deatial units.* In addition, FNB-Chicago’s $2 billion in-
vestinent plan also calls for the donation of approximately
$17 million in direet grants (o community groups and
agencices,

Branch Locations and Closings. 'The OCC examination
reviewed PNB Chicago’s record of providing services al
its branch ollices and concluded that the bank’s entire
delincated  community had reasonable access (0 ENB-
Chicago’s branch offices. Tn addition, examiners noted that
ENB-Chicago has adopted a Branch Closing Policy that
requires a formal cvaluation of the impact ol closing, or
reducing services at any branch offices. 'The OCC examina-
tion concluded that the branch closing policy is cousistent
with currcut regulatory guidelines.

The 1993 ¢xamination noted, however, that the bank’s
branch ollices were less aceessible from certain arcas ol its
delineated community. In recent years, NB-Chicago hias

needs of their communities by making available basic banking ser-
vices at @ nowinal o no cluege, the CRA does not require that bauks
limit the fees that wie charged {or services. As explained above, First
Chicago provides a Tull tnge ol banking services inats delineated
conmmunity, including substantial lending services, and oflers access
1o a full range ol retail banking sceivices through various accounts.,
There is no evidence i the recond in this case that the eller Tees or
any other fees charged by Frist Chicago for cetlain accounts are based
in any way on any factor that is prohibited by law, such as ruce,
pender, ethnicity or religion.

41 Pst Chicago, along with nine other Chicago wea banks,
suppotts its small business mitiatives through the Northern Cook
County Microloan Lending, Program,

42, ENB Chicago also has provided C1C with a $7.5 mithon line of
credit.
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addressed this situation in several ways. FNB-Chicago
opened four new lull-service branches in 1993, including a
branch in an African-American community on the South-
cast side of Chicago. FNB-Chicago also recently opened a
branch in a supermarket in Chatham, another predomi-
nautly African-American neighborhood on the Southside
ol Chicago, and plans to open three more branches in 1996
in Alrican-American communities on the Southside or the
South suburbs of Chicago. '

li. Records of Performance in the Greater Chicago
Arca

NBD-Ulinois. NBD-Ilinois, headquartered in Wheaton and
operating in the central business district of Chicago and the

surrountding north and western suburbs, has a number of

programis designed (o increase its lending to low- and
moderate-income residents in the Chicago arca, including
Evanston and Lake County.™ For example, NBD-Ulinois
recently introduced a First-Time Homebuyer’s Program to
assist in addressing the need Tor affordable mortgage prod-
ucts lor first-time homebuyers. fn 1994, NBD-1llinois orig-
inated 286 First-"Time Home Buyer loans totalling approxi-
mately  $28.3  million, including 27 loans totalling
approximately $2.9 million in Lake County, and 11 loans
totalling approximately $1 million in Evanston. In addi-
tion, as ol June [995, NBD-Ulinois had originated 248
Fiest-Time Home Buyer loans totalling approximately
$24.4 million, including 25 loans totalling approximately
$2.0 million in Lake County, and 5 loans 1otalling almost
$450,000 in Lvanston. ™

NBD-Ilinois also oflers a number of home equity prod-
ucts to meet the credit needs of low- to moderate-income
individuals. For example, NBD-1linois introduced a Mini-
Fquity Loan Programy in 19934 Under this program a

43. Onc of the Protestants alleged that the subsidiary banks of Fiist
Chicago and NB1D have placed therr ATMs in such a manner as to
have a disparate impact on aacial minotities. "The Board notes that
ATMs are but one component in the systems that depository institu-
tions use to deliver thew products and are not used in the eredit
extension process. As noted above, NBD and First Chicago have
branches throughout their delincated communitics. NBD-Detroit, tor
example, maintains 4 majority ol its branches in Detroit in low- to
moderate-meome weis. As discussed above, both organizations en-
gage inoutreach, ascertainment, and lending throughout their conimu-
nitics.

44, NBD [Hlinois has a branch in BEvanston, aud ten branch oflices in
Lake County. includmg three branch ollices acquited through the July
1995 acquisition of Deerficld Federal Savings and Toan Association,
These programs also e available at NBD-Shokie which operates in
the northern pant of the greater Chicago area.

45, Ty addition, NBD-[inois began oflermg the NBD Community
Home Buyer and NBD Community Home Buyer with 3/2 Option
Programs o 1993 in respouse 1o ascertained need for attordable
mortgage progiams for low- (o modetate-income indviduals. Both
programs provide for flexible underwuting standards, with the NBD
Community Home Buayer with 3/2 Option permitting. borrowers to
make down payments as low as 3 pereent. These programs are both
available m Evanston and Lake County.

46. This program responded (o i need for a howe suprovement loan
product for borrowers who would not typically quality Tor the stan-

borrower may borrow up to $15,000 (minimum loan
amount of $3,000), with a maximum loan-to-value ratio of
100 percent. In 1994, NBD-Ilinois originated 100 Mini-
Fquity loans totalling over $900,000, including 18 loans
totalling over $180,000 in Lake County. [n addition, as of
June 1995, NBD-Illinois had originated 113 Mini-Equity
loans totalling over $1.3 million, including 24 loans total-
ling over $300,000 in Lake County.

The 1993 CRA performance examination for NBD-
Hinois noted with approval the bank’s advertising progrant
and special credit-related programs. The examiners also
noted that the bank advertises its credit products in a wide
variety of newspapers circulated throughout its delineated
community. In addition, in March 1994, the Chicago
branch of NBD-Illinois faunched a home equity sale under
wlhich NBD-Illinois offered a low rate no fee home equity
loan product, with the bank paying the customer’s first
month’s iuterest payment up to $200. As « result of this
campaign, the Chicago branch increased its home cquity
loan originations from 2,181 loans totalling approximately
$119 million in 1994 10 3,032 loans totalling approxi-
mately $189.9 million in 19944 NBD-Iilinois also spon-
sored educational workshops on home financing at 11
locations throughout [llinois, including Evanston and Lake
Zurich in Lake County. 'The seminars, which were attended
by a total of 170 people, focused on the mortgage pre-
approval process, first-time homebuyer products, and other
mortgage products available through NBD-Hlinois.

NBD-Ilinois also actively participates in outreach and
cducational cflorts for smalf businesses in Lake County. In
recent years, these efforts have included an annual seminar
on alternative financing co-sponsored i conjunction with
the Economic Development Council of Lake County, and a
seminar entitled “Start Small Grow Big,” sponsored in
conjunction with the Service Corps of Retired Execu-
tives. !

NBD’s community development activitics in the greater
Chicago arca include Evanston and Lake County. In the
Lake County arca, NBD has worked with the Neighbor-
hood Housing Services ol Lake County (“NHS”) and the
Lake  County  Affordable  Housing  Commission

dard N8I Home Fquity Loan Product because of insullicient home
cyuity.

47. For example, the Lake Zuwich Branch of NBD-Hlinois regularly
advertises its credit products in the Lakeland Newspaper, which serves
Wauaconda, Istand Lake, Lake Zuarich, Libertyville, Mundelein, and
Vernon Hills, all in Lake County.

48, In addition, in the Fall of 1994, the vanston branch of NBD-
inors actively promoted a special package of banking services for
students at Northwestern University, Loyola University and other arca
colleges. The package included an offer of free inancial counscling on
student loans; a credit card application; and @ repulin checking, ac-
count with no minimum balance, no monthly maintenance fee, and no
per-check charge.

49, In addinon, in April 1994, the Evanston branch ol NBD-Detroit
patticipated in the Evanston Chamber of Commerce Small Business
Trade Show.



CLCATC)Y. 0 This collaboration has led to NBD’s fund-
ing $115,000 of a $1.3 million linc of credit. NBD also
participates in the annual Atfordable Housing Conmmission
Symposium sponsored by LOAHC !

FNB-Chicago. In addition to the CRA-related activities
in Chicago discussed above, First Chicago engages in a
number of activitics in the greater Chicago arca™ For
example, FNB-Chicapo and American National extended
132 mortgages 1o low  to moderate-income individuals in
1993 and 1994. Twenty-seven mortgages were extended 1o
low- 1o moderate-income individuals in the first six months
of 1995, In addition, many of the housing-related lending,
and credit initiatives undertaken by FNB-Chicago. also
benelit Lake County. Through the Chicago Equity und,
FNB-Chicago has helped create 222 new aflordable hous-
ing units in Waukegan, llinois, and invested in the only
two developmients qualilying for Low Income Housing Tax
Credits in Waukegan and North Chicago during the 1990s.
ENB-Chicago also has provided over $3 million in debt
financing, in addition to equity financing. through the Chi-
cago Equity Fund, for a venture sponsored by the Lake
County Community Action Project involving the redevel-
opment ol 150 housing units lor low- (o moderate-income
individuals. A similar combination of equity and debt
financing was provided by FNB-Chicago to assist the Lake
County Urban League in converting abandoned properties
into over 70 new affordable housing units in downtown
Waukegan, Hlinois. The debt financing, for the Lake County
Urban League project was in excess of $980,000. I'NB-
Chicago ts also a participant in the Lake County Alfordable
Housing Commission’s first-time homebuyers program and
continues to assist customers in the renovation of homes,
apartments and mixed-use properties through the bank’s
Neighborhood Banking Division,

FNB-Chicago also made $8.2 mitlion in small business
loans in Lake County during this period. In addition,
INB-Chicago and its alliliate, Amcrican National, have
created a special program designed to specifically meet the
credit needs of small businesses in Lake County. In mid-
1994, FNB-Chicago mtroduced its Small Business 1end-

50. NHS is an outgrowth of a consortium ol banks which chartered
the Lake County Comniunity Investment Propram in 1990 to promote
low- and moderate-income housing development m the arca.

SEOLCAHC was established o advocate afiordable housing,
throughont Liake County tunough educational efforts, laison with
governmental olticials and other proups, as well as direet programs to
plan, design, finance, and produce allordable housing. NBD also
sponsored an exhibitat LCAFICTs May 1995 THomebuyer Fair, present-
ing a seminar entitled * How to Apply for a Moigage™ 1o a group ol
first-time homebuyets,

52. Protestants have alleped that FNB-Chicago re-delincated its
service comnumity o exelude bitrarily Lake County’s low- to
moderate-income and minority arcas. In its examinabon ol FNB-
Chicago, the OCC reviewed this new delincation, which is based on
lending at its branch locations, and preliminanily concluded that 1t is
reasonable. After consummation ol this proposal, the new organiza-
tion would control |7 branch oitices offering banking products and
serviees in the Lake County e The Board notes that the delincation
ol ENB- Chicago and 1its NBD afliliates would cltectively include all of
Lake County after consunmmation of this proposal.

ing Initiative (“SBLIET), a program designed for businesses
witlt annual sales of less than $2.5 million and with credit
needs of less than $250,000.°F First Chicago’s bank subsid-
taries are also participants in the Main Street Arca Loan
Pool Program, a program created to help businesses in
Lake County improve and maintain the exterior of their
office buildings.

I, Conclusion on Convenicnce and Needs
Counsiderations

The Board has carelully considered all the tacts of record,
including the comments received from all commenters and
responses 1o those comments and the CRA performance
records of the subsidiary banks of NBID and First Chicago,
including relevant reports of examination from their pri-
mary federal supervisors. Based on a review ol the entire
record, the Board concludes that convenience and needs
considerations, including the CRA records of performance
of both organizations’ subsidiary banks, arc consistent with
approval of this proposal.

Nonbanking Activities

Scection 4(¢)8) of the BIHC Act provides that a bank
holding company may, with the Board’s approval, engage
in any activity that the Board determines to be “so closcly
related to banking or managing or controlling banks, as to
be a proper incident thereto.” The Board must also deter-
mine that the performance of the proposed activities by an
applicant “can reasonably be expected to produce benelits
to the public . . . that outweigh possible adverse cllects,
such as unduc concentration ol resources, decrcased or
unfair competition, contlicts of interests, or unsound bauk-
ing practices.”

A. Elcctronic Funds 'Transfer Activities

After consummation of this proposal, NBD would own
25 percent or more of two ATM and point of sale (“POS™)
networks™ in the vorth-central United States: ML, Inc.,
Detroit, Michigan, doing business as “*Magic [ine,”* and

53, Six loans totalling $13 1,480 have been extended under SBIL to
date.

54, In general, an ATM network is an acrangement whereby more
than one ATM and more than one depository institution (or the
depository records of such institutions) are connected by clectronic or
telecommunications means 1o one or More COMpPUICTs, Processors, or
switches for the purpose of providing ATM services to retail custom-
crs of depository institutions. POS tenminals are generally located in
the establishments ol mierchants. They accept AIM or similar cards,
and using the ATM network or a parallel POS-only network, access
the cardholder’s account to transier funds (o the merchant’s account.
The Board has previously detenmined that operating an AT'M and POS
network is an activity closely related to banking within the meaning ol
section 4 of the BHC Act. See Bane One Corporation, et al., 81
Federal Reserve Bulletin 491 (1995) (" Bane One/EPS Order™).

55, Magic Line is the resulting network from the 1993 merger ol
Magic Line, Network One and Money Mover.



102 Federal Reserve Bulletin [ January 1996

Cash Station, Inc., Chicago, HHinois, doing business as
“Cash Station.”>¢

In order to determine whether a particular transaction is
tikely to decrease competition, the Board traditionally has
considered the arca of cilective competition between the
partics. The arca of effective competition has been defined
by reference to the line of commerce, or product market,
and a geographic market. The Board previously has identt-
fied three separate product lines that are relevant to an
assessment of competition between ATM networks. These
products lines are:

(1) Network access (access to an AT'M network identi-

ficd by a common trademark or logo displayed on ATMs

and ATM cards);

(2) Network services (the switching, Tunctions for the

network); and

(3) ATM processing (the data processing and telecom-

munications facilitics uscd to operate, monitor, and sup-

port a bank’s ATMs).

The Board has also previously concluded that the market
for network access is an arca significantly larger than local
banking markets, and that the markets for network services
and ATM processing are at least regional in nature.™/
Magic Line and Cash Station both operate “shared”
networks™ in different arcas and there is little competition
for ATM network access between the networks.™ Numer-
ous competitors would remain o provide ATM network
access services, including many ol the nation’s largest
ATM networks. Lo addition, Magic Line and Cash Station
currently use dilferent third-party organizations to provide
network services and numerous providers ol these services
would remain.® Finally, neither Magic Line nor Cash
Station (nor NBD and First Chicago) provide ATM pro-

560. One Protestant also alleges that NBIY's resulting control of

Magic Line and Cash Station would lead to anticompetitive effects in
the ATM and POS product markets, including network servicing and
network processing. ‘This Protestant also contends that NBD's control
of both Magic Line and Cash Station would lead to the likely merger
of the two networks, which Protestant asserts would adversely affect
competition lor clectronic unds services in the Midwest. The Board
has carefully considered the effects that consummation of this pro-

posal would have on competition in these product markets, in light of

all the facts of record, including Protestant’s comments, NBI's re-
sponses to these comments, and the characteristics of these product
markets.

57. See Bane One/EPS Order and the data and precedent cited
therein.

58. A shared network generally is accessible to cardholders of many
unafliliated institutions that elect to become members of the network,
and is often a joint venture owned by some or all of the network’s
members.

59. Magic Line’s member institutions are headquartered primarily
in Michigan (83 pereent), with other members headquattered primar-
ily in Indiana (17 pereent). Cash Station’s membet institutions are
almost all headquartered in Hlinois (98 percent), with the remaining,
2 percent ol members headguartered primarily in Indiana (seven
members) and Michigan (two members),

60. NBD provides switching services to Magic Line and EDS
provides switching setvices to Cash Station, The 12 ATM networks
operating in the north central United States use 10 dillerent firms 1o
switch their transactions.

cessing services to third parties and neither network re-
stricts a member’s choice for obtaining processing services
from a number of processors competing in this product
linc. Based on all the facts of record, the Board concludes
that NBD’s acquisition of the proposed interests in Magic
[ine and Cash Station would not result in an undue concen-
tration of resources or decreased or unfair competition.o!

B. Other Nonbanking Activitics

NBD also has provided notice pursuant to section 4 of the
BHC Act (o acquire the nonbanking subsidiaries of First
Chicago.®? The Board has determined by regulation or
order, subject to certain prudential limitations approving
these activities, that each of the activitics of First Chica-
g0’s subsidiarics is permissible for bank holding compa-
nies under section 4(¢)(8) of the BHC Act.t NBD has
committed to conduct these activities in accordance with
the Board’s regulations and the commitments made by
First Chicago, as well as the conditions and limitations
imposed by the Board in the orders approving these activi-
tics.

NBD operates subsidiaries engaged in nonbaiking activ-
itics that compete with the nonbanking activitics of First
Chicago. In cach case, the markets for these nonbanking
services are unconcentrated, and there are numerous pro-
viders of these services. As a result, consummation of this
proposal would have a de minimis cflect on competition
for these services, and the Board concludes that the pro-
posal would not result in a significantly adverse cffect on
competition in any relevant market.

C. Public Interest Factor

There is also no evidence in the record to indicate that
consummation of this proposal is likely to result in any
significantly adverse effects, such as undue concentration

61. The Bowrd also has considered the competitive eftect of this
proposal on POS or debit card activities. Neither NBD nor First
Chicago is a significant participant in providing POS services and
there is little direct overlap in the geographic scope of their POS
activities. The Board notes, morcover, that there are numerous provid-
ers of POS services, and that advances in technology have permitted
some providers to operate on a national level. In this light, and based
on all the facts ol record, the Board concludes that this proposal would
not result in significant anticompetitive eflects on the provision of
PPOS or debit card services.

62. One Profestant conlends that NBD has not received Board
approval to acquire the tollowing nonbanking subsidiaries it currently
owns: NBD Equity Corporation (“Equity’”), Woodward Asset Man-
agement Corporation (“Woodward™), and Sacore Capital Manage-
ment Lid (“*Sacore™). Equity is an investment company (that is not a
bank holding company) that is engaged only in the business of
investing in securities that do not include more than § percent of the
voting shares of any company. Scction 4(c)(6) of the BHC Act permits
NBID to control Equity without obtaining Board approval. Woodward
and Sacore are inactive subsidiarics, and NBD has committed 1o
notify the Board prior to activating any inactive subsidiary so the
Board can determine whether a notice or application is necessary.

63. See e.g., First Chicago Corporation. 74 Federal Reserve Bulle-
tin 706 (1988); 8O Federal Reserve Bulletin 448 (1994).



of resources, decreased or unfair competition, conflicts of

interests, or unsound banking practices that would out-
weigh the public benefits of this proposal, such as an
increased sclection of services to retail and business cus-
tomers and added convenictice to users of clectronic funds
transfer services. Accordingly, the Board has determined
that the balance of public inlerest factors it must consider
under scection 4(¢)(8) of the BIHC Act is favorable and
consistent with approval of NBD proposed electronic funds
transfer activitics and First Chicago’s nonbanking subsid-
farics.

NBD also has given notice of its intent to acquire First
Chicago International Finance Corporation, Fiest Chicago
International, and First Chicago Overscas Investment Cor-
poration, corporations ol First Chicago, chartered pursuant
1o the Edge Act. Based on all the facts of record, and for
the reasons discussed in this order, the Board concludes
that the financial and managerial resources of NBD are
consistent with the acquisition of these corporations. The
acquisition would also result in the continuation of the
international services currently provided, and would be in
the pubic interest. Accordingly, the Board finds that the
continued operation of these corporations upon acquisition
by NBD is consistent with the Edge Act and Regulation K.
The Board also concludes that the acquisition of all the
investments held by First Chicago under section 4(c)(13)
of the BHC Act and Regulation K are consistent with the

relevant factors specified therein. Based on all the facts of

record, the Board has determined that disapproval ol these
investments is not warranted.

Other Considerations

In cvery case involving a nonbanking acquisition under
section 4 of the BHC Act, the Board also must consider the
financial condition and resources of the applicant and its
subsidiarics and the cifect of the proposal on these resourc-
8.0 Based on all the facts of record, the Board has
concluded that financial and mangerial considerations arce
consistent with approval of this proposal.

Request for a Hearing

Protestants have requested that the Board hold a public
hearing or meeting in conncction with this proposal. Prot-
estants contend that a hearing is necessary to discuss First
Chicago’s implementation of a $3.00 teller fee for certain
transactions done with a teller’s assistance; to provide a
forum for community groups in the midwest to conument
upon the applications and notices; and to examine the
relationship between Federal Reserve System stafl and the
parties to this transaction. Section 3(b) of’ the BHC Act
does not require the Board to hold a public hearing on an
application unless the appropriate supervisory authority for

64, See 12 C.ER. 22524
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the bank to be acquired makes a timely written recommen-
dation of denial of the application. In this case, the Board
has not received such a recommendation {rom any state or
federal supervisory authority. Under section 4 of the BHC
Act, the Board may order a hearing on an application ““if’
there are disputed issues of material facet that cannot be
resolved in some other manner.”” 12 C.ER. 225.23(p). In
addition, under the Board’s rules, the Board may, in its
discretion, hold a public hearing or mecting on an applica-
tion to clarify factual issucs related 1o the application and
o provide an opportunity for testimony, if appropriate.
12 C.IR. 202.3(c) and 262.25(d). The Board has carcfully
considered these requests in light ol all the facts of record.
In the Board’s view, Protestants have had ample opportu-
nity to submit their views, and have in fact submitted
numerous materials that have been considerced by the Board
in acting on this application. Protestants’ requests fail to
demonstrate why their substantial writien submissions do
not adequately present their allegations. After a carelul
review ol all the facts of record, the Board concludes that
Protestants’ requests dispute the weight that should be
accorded to, and the conclusions that may be drawn from,
the existing facts of record, but do not identify any genuine
dispute about facts that arc malterial to the Board’s deci-
ston. Based on alt the tacts of record, the Board has
determined that a public hearing or meeting is not neces-
sary to clarify the factual record in this application, or
otherwise wartanted in this case, and the requests lor a
public hearing or meeting on this application are denied.®

Conclusion

The Board has considered all of the issues raised in public
comments filed in connection witl this proposal in light of
the factors that the Board is required to consider under the
BIC Act. Based on the foregoing and all the facts of
record, the Board has determined that this transaction
should be, and hereby is, approved. The Bowrd’s approval
of this proposal is specifically conditioned on compliance
by NBD with all the commitiments made in connection
with this proposal and with the conditions referenced in
this order. The Board’s determination on the proposed
nonbanking activities also is subject to all the conditions

65. One Protestant also has raised a question about whether ex parte
communications may have been made by members of the Federal
Reserve System to First Chicago. Protestant bases this allegation on
statements made by First Chicago in a filing with the Sccurities and
Exchange Commission concerning advice First Chicago received
about the expected timing of the Board’s action on this proposal. First
Chicago has stated that the advice it received regarding timing came
not [rom the Federal Reserve Systeny but from its attorneys. This
advice was based on the date that the application was accepted for
processing and the schedule (or processing applications ol this type
that is set forth in the Board’s Regulation Y. First Chicago stated that
the advice was given to assist First Chicago in complying with certain
requirements of the Investment Company Act ol 1940, Board stalt
also conducted an infornal investigation and found that Systeny stall
did not inform applicants when this proposal would be scheduled for
Board action.
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set forth in Regulation Y, including those in sce-

Bouard’s authority to require such modification or termina-
tion of the activities of a bank holding company or any of
its subsidiaries as the Board finds necessary o ensure
compliance with, and to prevent evasion of, the provisions
ol the BHC Act and the Board’s regulations and orders
issued thercunder. For purposes ol this action, these com-
ntitments and conditions shall be deemed to be conditions
imposed in writing by the Board in connection with its
findings and decision, and, as such, may be enforced in
proceedings under applicable law,

The acquisition of First Chicago’s subsidiary banks may
not be consummated before the fifteenth calendar day after
the effective date of this order, and this proposal may not
be consummated later than three months alter the effective
date of this order, unless such period is extended by the
Board or by the Federal Reserve Bank ol Chicago, acting
pursuant to delegated authority.

By order of the Board ol Governors, cllective Novem-
ber 7, 1995,

Voting for this action: Chairman Greenspan, Viee Chaitman
Blinder, and Governors Kelley, Lindsey, Phillips. Absent and not
voting: Governor Yellen.

JENNIFTR J. JOHNSON
Deputy Secretary of the Board

Appendix

Nonbanking Subsidiaries of First Chicago to be Acqitired
by NBD:

(1) ANB Me/zanine Corporation, Chicago, Hlinois, and
thereby engage in making, acquiring, and servicing loans
or other extensions ol credit pursuant to  section
225.25(b)(1) of the Board’s Regulation Y,

(2) First Chicago Capital Corporation, Chicago, [linois,
and thereby engage in making. acquiring, and scrvicing
foans or other extensions ol credit pursuant (o section
225.25(b)(1) of the Board’s Regulation Y,

(3) First Chicago Investient Corporation, Chicago, [li-
nois, and thereby engage in making, ucquiring, and
servicing loans or other extensions ol credit pursuant 1o
section 225.25(b)(1) of the Board’s Regulation Y,

(4) First Chicago Realty Services Corporation, Chicago,
Itlinois, and thereby engage in making, acquiring, and
servicing loans or other extensions ol credit pursuant 1o
seetion 225.25(b)(1) of the Board’s Regulation Y,

(5) First Chicago Leasing Corporation, Chicago, [linois,
and thereby engage in making, acquiring, and servicing
loans, or other extensions of credit, commiercial leasing
activities, and community development activities pursu-
ant 1o scetion 225.25M)(1), (5), and (6) of the Board’s
Regulation Y;

(6) First Chicago Trust Company of New York, New
York, New York, and thereby engage in performing
functions and activities that may be performed by a trust

company pursuant to section 225.25(b)(3) of the Board’s
Regulation Y;

(7) First Chicago Capital Markets, Inc., Chicago, Hli-
nois, and thereby engage in providing f{inancial and
transaction advice, in providing full-service sccuritics
brokerage scrvices, and in underwriting and dealing in
sceurities that state member banks are permitted to un-
derwrite and deal in pursuant to section 225.25(b)(4),
(15), and (16), of the Board’s Regulation Y as well as
the following: underwriting and deaiing, to a limited
extent, in certain debt securitics that a stale member
bank may not underwrite or deal in, purchasing and
selling seeurities as a “riskless principal,” and acting as
an agent in the private placement of securities. all pursu-
ant to First Chicago Corporation, 74 IFederal Reserve
Bulletin 706 (1988), and First Chicago Corporation, 80
I'ederal Reserve Bulletin 448 (1994);

(8) Pato Verde Lease Holdings, Inc., Chicago, linois,
and thereby engage in commercial feasing activities
pursuant to section 225.25(b)(5) of the Board’s Regula-
tion Y

(9) First Chicago Lease Holding, Inc., Chicago, Hlinois,
and therchy engage in commercial leasing activities
pursuant to scction 225.25(b)(5) of the Board’s Regula-
tion Y;

(10) Cash Station, Inc., Chicago, Hlinois, and thereby
engage in data processing activities pursuant to section
225.25(bX7) of the Board’s Regulation Y,

(1) G-W Life lnsurance Company, Phocenix, Arizona,
and thereby engage in underwriting credit life, accident
and health insurance related to certain extensions of
credit pursuant to section 225.25(b)(8) (1) ol the Board’s
Regulation Y.

ORDERS ISSUED UNDER INTERNATIONAL BANKING ACT

Crédit Communal de Belgique S.A.
Brussels, Belgium

Order Approving Iistablishiment of a Branch

Crédit Communal de Belgique S.AL (“Bank™), Brussels,
Belgium, a forcign bank within the meaning of the Interna-
tional Banking Act (“IBA”), has applicd under section 7(d)
ol the IBA (12 US.C. § 105(d)) to establish a state-
licensed branch in New York, New York. The Foreign
Bank Supervision Enhancement Act of 1991 (“FBSEA”™),
which amended the [BA, provides that a foreign bank must
obtain the approval of the Board to cstablish a branch in
the United States.

Notice of the application, atfording interested persons an
opportunity to submit comments, has been published in a
newspaper ol general circulation in New York, New York
(The Daily News, February 13, 1995). The time for filing
comments has expired and all comnients have been consid-
cred.



Bank has total consolidated asscis of approximately
$100 billion.! Bank’s shares are held by ten Belgian pro-

vincial and 589 Belgian municipal authoritics. The City of

Antwerp, Belgium, which owns 6.4 percent of Bank’s

shares, is the only entity with an ownership interest of

greater than 5 pereent.
Buank, which operates numerous local agencies through-
out Belgium, also owns 51 percent of the shares of Banque

Internationale a Luxembourg (“BIL”) and 100 percent of

the shares of Cregem International Bank S.A. (“Cregem™),
both in Luxembourg. [n addition, Bank operates ten subsid-
iarics and affiliates in Belgium, Ircland, The Netherlands

and Luxembourg.2 Bank’s current ULS. activities consist of

two wholly owned commercial paper issuing subsidiarics
in Delaware, Cregem North America, [ne., and Bl North

America, Inc., and the New York representative oftice of

BIL.

Bank’s primary purpose for establishing the branch is to
engage in municipal bond linancing in the U.S. market. The
branch also would conduct corporate lending and project
finance activitics. Bank would be a qualitying forcign
banking organization within the meaning of Regulation K
after cestablishing  the  proposed  branch. 12 C.FR.
211.23(b).

Bank has received approvals to establish the proposed
branch from the Belgian Banking and Finance Commission
(“BI'C”) and the New York State Banking Department.,

In order to approve an application by a forcign bank to
establish a branch in the United States, the IBA and Regu-
lation K require the Board to determine that the foreign
bank applicant engages dircetly in the business of banking
outside of the United States, and has {urnished to the Board
the information it needs to adequately assess the applica-
tion. The Board also must determine that the foreign bank
is subject to comprehensive supervision or regulation on a
consolidated basis by its home country supervisor
(12 U.S.C. § 3105(d)(2)). The Board may also take into
account additional standards as set forth in the IBA
(12 U.S.C. § 3105()(3)-(4)) and Regulation K (12 C.ER,
211.24(c)).

Bank engages directly in the business of banking outside
of the United States through its conmmercial banking opera-
tions in Belgium. Bank also has provided the Board with
the information necessary to assess the application through
submissions that address the relevant issucs.

Regulation K provides that a foreign bank will be con-
sidered to be subject to comprehensive supervision or
regulation on a consolidated basis if the Board determines
that the bank is supervised and regulated in such 4 manner
that its home country supervisor receives suflicient infor-
mation on the forcign bank’s worldwide operations, includ-
ing the relationship of the forcign bank to any afliliate, to

1. All data are as ol December 31, 1994,

2. Activities of these ten companies include holding investment
vehicles for tax and other purposes, insurance sales, reinsurance, and
home mortgage lending.
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assess the overall financial condition of the foreign bank
and its compliance with law and regulation (12 C.ER,
211.24(c)(1))." In making its determination under this stan-
dard, the Board has considered the following information.,

Bank is supervised and regulated by the BFC .4 The BEC
is responsible for the prudential supervision and regulation
of credit institutions. In addition, the National Bank of
Belgium (“NBB™), in its capacity as Belgium’s central
bank and lender of Tast resort, has Himited oversight author-
ity.

The BFC may obtain any information required to assess
the bank’s compliance with law and regulation, the accu-
racy of financial stidements, the soundness of its opera-
tions, and the adequacy of internal control systems. Bank
must report o the BFC on its financial condition on a
consolidated basis. Bank submits monthly, quarterly, semi-
annual and annual reports including information on:

(1) Financial statements,

(ii) Solvency ratios,

(iii) Large exposures and problem risks,

(iv) Exchange position in forcign currencies, and

(v) Positions in sccurities and other financial instru-
ments.

Based on an analysis of this information with respect to
Bank, as well as information available from Bank’s exter-
nal auditor, the BFC may require follow-up cxaminations
by its examiners. [n addition, the BFC maintains regular
dircct contact with Bank, including formal and informal
mecetings.

While the BEC has its own powers of on-site inspection,
to monitor the financial condition and operations of Bel-

3. In assessing this standard, the Board considers, among other

Tactors, the extent to which the home country supervisors:
(1) Ensure that the bank has adequate procedures for monitoring
and controlling its activitics worldwide;
(ii) Obtain information on the condition of the bank and its
subsidiaries and oflices through regular examination repouts,
audit repotts, or otherwise;
(iii) Obtain information on the deatings with and relationship
betwecen the bank and its afliliates, both foreign and domestic;
(iv) Receive ltom the bank financial reports that are consolidated
on a worldwide basis, or comparable information that perits
analysis of the bank’s finuncial condition on a worldwide consol-
idated basis;
(v) Evaluate prudential standards, such as capital adequacy and
risk asset exposure, on a worldwide basis.
These are indicia of comprehensive, consolidated supervision. No
single factor is essential and other elements may inform the Board’s
determination.

4. In addition to supervision by the BEC, Bank’s operations are
reviewed by two government commissioners appointed by the King of
Belgium, after consultation with the Minister ol Finance and the
Minister of the Interior, The conmmissioners attend meetings of the
administrative and supervisory bodies of Bauk and participate in an
advisory capacity. Comissioners are charged with monitoring the
Bank’s activities [or compliance with the law, the Bank’s articles, and
the public interest. Each comuissioner may appeal any decision of the
board within three days ol the decision to the appropriate Ministers,
with the appeal having a suspending eftfect on such decision until a
ruling has been made by the Belgian government.
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gian banks, it relies primarily on the review of reports
prepared by Bank’s statutory auditor, and on the required
periodic financial and regulatory reports. Bank’s external
auditors must be accredited by the BEC. The external
auditor is appointed by Bank with the prior consent of the
BEC and must collaborate with the BEC in its prudential
supervision. As part of their accereditation requirements and
their bank review functions, the external auditors meet
regularly with the BEC, In general, as mandated by the
BEC, the external auditor reviews the reports of and coor-
dinates with Bank’s internal auditors with respect 1o
Bank’s asset quality, internal controls and dealings with
affiliates. However, the external auditor will, if’ necessary,
conduct its own reviews directly and independently. Spe-
cifically, the external auditors” duties include:

(i) Verification ol periodic reports on administrative,

accounting and internal control systems;

(ii) Verification of compliance with law;

(iil) Semiannual reporting to the BEC on major devel-

opments relating to the organization, its activitics and

financial structure; and

(iv) Immediate reporting to the BEC on violations or

irreguiarities.’

The frequency and scope of internal audits of domestic
and foreign oftices and subsidiarics depend on the type of
operation involved. All activitics of Bank and its subsidiar-
ics are considered for audit purposes, including compli-
ance, general operations, (inancial operations, internal con-
trols, and EDP systems. Audits performed by the internal
auditors of subsidiaries are reviewed by the audit depart-
ment of the parent bank. When there is no audit function in
a subsidiary, the audits are perforined by the internal audit
team of the parent bank.® Bank is also required 1o provide
annual reports Lo the BEC concerning certain of its relation-
ships with subsidiaries and aftiliates, including breakdowns
of intercompany assets, liabilitics, contingencies, and in-
come and cxpense items. Based on all the facts of record,

5. The BEC has the authority to enforce the Belgian banking laws
through intervention or imposition of other penaltics. When a bank is
tound to be experiencing problems, the BFC will first attenipt to find a
solution by consulting with a bank’s management, If the problem is
not corrected within a certain period of time, the BEC may appoint a
special inspector, suspend certain of the bank’s activities, replace
managers or directors, or revoke the bank’s license.

6. BIL, and Cregem are also directly supervised by the I[nstitut
Monetaire [uxembourgeois (“IML). Bank states that the IML shares
information with the BFC concerning the financial condition and
operations of BIL and Cregem and that the IML makes regular visits
to Belgium to discuss the Belgian banks that have operations in
Luxembourg, BIL and Cregem also have adopted the management
reporting and planning systems used by Baok. BIL’s board of direc-
tors includes four representatives from Bank, including Bank’s chair-
man and vice- chairman. [n addition, a liaison committee has been
established and includes Bank’s four representatives on BIL's bouard
of directors, The liaison comimittee supervises all matters concerning
policies and management of BIL.

including the information described above, the Board con-
cludes that Bank is subject to comprehensive supervision
on a consolidated basis by its home country supervisor.

The Board has also taken into account the additional
standards set forth in section 7 of the IBA (See 12 US.C.
§ 3105(d)(3)-(4); 12 C.ER. 211.24(c)(2)). Bank has pro-
vided the Board with the information necessary to assess
the application through submissions that address the rele-
vant issues. As noted above, Bank has received the consent
of the BFC to establish the proposed state-licensed branch.
In addition, the BFC may share information on Bank’s
operations with other supervisors, including the Board.

Belgium is a signatory to the Basle risk-based capital
standards, and Belgian risk-based capital standards meet
those established by the Basle Capital Accord and the
European Union. Bank’s capital is in excess of the mini-
mum levels that would be required by the Basle Capital
Accord and is considered equivalent to capital that would
be required of a U.S. banking organization. Managerial and
other financial resources of Bank also are considered con-
sistent with approval, and Bank appears to have the experi-
ence and capacity to support the proposed branch. Bank
has established controls and procedures for the proposed
branch in order 1o ensure compliance with U.S. law, as well
as controls and procedures for its worldwide operations in
general.

Finally, the Board has reviewed the restrictions on
disclosure in Belgium and Luxembourg and has com-
municated with relevant government authoritics about
access to information. Bank has committed that it will
make available to the Board such information on the oper-
ations of Bank and any affiliate of Bank that the Board
deems necessary to determine and coforce compliance with
the IBA, the Bank Holding Company Act of 1956, as
amended, and other applicable federal law. To the extent
that the provision of such information is prohibited or
impeded by law, Bank has committed to cooperate with the
Board to obtain any necessary consents or waivers that
might be required from third partics in connection with
disclosure of certain information. In addition, subject to
certain conditions, the BFC may share information on
Bank’s operations with other supervisors, including the
Board. In light of these commitments and other facts of
record, and subject to the condition described below, the
Board concludes that Bank has provided adequate assur-
ances of access to any necessary information the Board
may request.

On the basis of all the facts of record, and subject to the
commitments made by Bank, as well as the terms and
conditions sct forth in this order, the Board has determined
that Bank’s application 1o establish a state-licensed branch
should be, and hereby is, approved. Should any restrictions
on access to information on the operations or activities of
Bank and its afliliates subsequently interfere with the
Board’s ability to obtain information to determine and
enforce compliance by Bank or its aftiliates with applicable
federal statutes, the Board may require termination of any
of the Bank’s direct or indirect activities in the United



States. Approval of this application is also specificallycon-
ditioned on Bank’s compliance with the commitments
made in connection with this application, and with the
conditions in this order.” The conunitments and conditions
referred to above are conditions imposed in writing by the
Board in connection with its decision, and may be enforced

7. 'The Board’s authority to approve the cstablishment of the pro-
posed branch parallels the continuing, aathority of the State of New
York (o license oflices of a forcign bank. The Board’s approval of this
application does not supplant the authority of the State of New York,
and its agent, the New York State Banking Departiment, to license the
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in proceedings under 12 US.CL§ 1818 or 12 US.C. § 1847
against Bank, its oftice, and its afliliates.

By order of the Board of Governors, effective Novem-
ber 20, 1095,

Voting for this action: Chairman Greenspan, Vice Chairman
Blinder, and Governors Kelley, Lindsey, and Phillips. Absent and not
voting: Governor Yelfen,

JENNIEFER J. JOIINSON
Deputy Secretary of the Board

proposed branch of Bank in accordance with any terms or conditions
that the State of New York may impose.

INDEX OFF ORDERS ISSUED OR ACTIONS TAKEN BY THE BOARD OFF GOVERNORS OF T FEDERAL RESERVE SYSTIM

(Jury I, 1995-SEPTEMBER 30, [995)

Merged or Acquired Bank

Applicant

Bank Austria Aktiengesellschalt,
Vienna, Austria

BOK Financial Corporation,
Tulsa, Oklahoma

United States

or Activity
To establish a representative oftice in the

Liberty Bancorp, Inc.,
Oklahoma City, Oklahoma

Bulletin

Bate of Volume

Liberty Bank and ‘Trust Company of
Oklahoma City, N.A.,
Oklahoma City, Oklahonia

Liberty Bank and ‘Trust Company of

Tulsa, N.A.,

Tulsa, Oklahoma

Caisse Nationale de Credit Agricole,
Paris, France

Canadian Imperial Bank of Commerce,
Toronto, Ontario, Canada

To establish a representative oflice in
Houston, "lTexas

‘The Argosy Sceurities Group, L.P,
New York, New York

The Argosy Group, 1.0,
New York, New York

The Chase Manhattan Cotporation,
New York, New York

U.S. Trust Company of Wyoming,
Cody, Wyoming

Mutual Funds Service Company,
Boston, Massachuscelts

The Chase Manhattan Corporation,
New York, New York

LLS. Trust Corporation,
New York, New York

United States Trust Company of” New

York,

New York, New York

The Fifth Third Bank,
Clincinnati, Ohio
First Commerce Corporation,
New Orleans, Louisiana
Central Bank,

PNC Bank, Ohio, N.A.,
Cincinnati, Ohio

Central Corporation,
Monroe, [.ouisiana

Monroe, Louisiana

First Union Corporation,
Charlotie, North Carolina

Liducation Financing Services, 11O,
Winston-Salem, North Carolina

Approval and Page
August 16, 1995 81, 979
September 1, 1995 81, 1052
September 5, 1995 81, 1055
July 31, 1995 81, 878
July 24, 1995 81, 883
July 24, 1995 81, 883
August 23, 1995 8L, 976
Septentber 25, 1995 81, 1033
September 25, 1995 81, 1042
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Applicant

Merged or Acquired Bank
or Activity

Date of
Approval

Bulletin
Volume
and Page

NationsBank Corporation,
Charlotte, North Carolina
Southern National Corporation,
Winston-Salem, North Carolina
Wachovia Corporation,
Winston-Salem, North Carolina
lFulton Financial Corporation,
Lancaster, Pennsylvania

Henderson Bancshares, linc.,
Troy, Alabama

The Charles Henderson Trust,
Troy Alabama

The Hongkong and Shanghai Banking
Corporation, 1.imited,
Hong Kong

LISBC Holdings ple,
Loondon, United Kingdom

HSBC Holdings BV,
Amsterdam, The Netherlands

Marine Midland Banks, Inc.,
Buttalo, New York

[.iu Chong Hing Bank Limited,
Hong Kong

Marine Midland Bank,
Buftalo, New York

Mercantile Bankshares Corporation,
Baltimore, Maryland

Norwest Corporation,
Minneapolis, Minnesota

Pilot Bancshares, Inc.,
Tampa, Florida

The Provident Bank,
Cincinnati, Ohio

Republic Bank,
Philadelphia, Pennsylvania

Societe Generale,
Paris, France

FIMAT Futures USA, Inc.,
Chicago, [linois

State Street Boston Corporation,
Boston, Massachusetts

Terrace Bank of Florida,
Tampa, Florida

Delaware National Bankshares
Corporatiott,
Georgetown, Delaware
Delaware National Bank,
Georgetown, Delaware
Troy Bank & Trust Company,
Troy, Alabama

To establish a representative office in
Dallas, Texas

United Northern Bancorp, Inc.,
Watertown, New York

United Northern Federal Savings Bank,
Watertown, New York

To establish a state-licensed branch in
San Francisco, California
United Northern Federal Savings Bank,
Waltertown, New York
The Sparks State Bank,
Sparks, Maryland
Orlandi Valuta,
Los Angcles, California
Orlandi Valuta Nacionale,
Boulder City, Nevada
The Terrace Bank of Florida,
Tampa, Florida
Heritage Savings Bank,
Cincinnati, Ohio
To establish a branch at 233 Lancaster
Avenue, Ardmore, Pennsylvania
Brody, White & Company, Inc.,
New York, New York

Boston Financial Data Services, Inc.,
Quincy, Massachusetts
BancBoston State Street Investor
Services, L.P.,
Canton, Massachusetts
The First National Bank of Boston,
N.A,,
Boston, Massachusetts
University State Bank,
Tampa, Florida

August 14, 1995

July 24, 1995

July 20, 1995

September [1, 1995

July 20, 1995
September 11, 1995
September 22, 1995

August 28, 1995

July 3, 1995

July 31, 1995

August 16, 1995

July 14, 1995

September 25, 1995

July 3, 1995

81, 970

81, 873

81, 902

81, 1044

81, 905
81, 1045
8t, 1034

81,974

81, 874

81, 907

81,977

81, 880

81, 1049

81, 874
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Applicant
Totalbank Corporation of Florida,
Miami, Florida
U.S. Trust Corporation,
New York, New York
United States Trust Company of New
York,
New York, New York
New USTC Holdings Corporation,
New York, New York
New U.S. Trust Company of New York,
New York, New York
Wells Fargo & Company,
San Francisco, California
HSBC Holdings ple,
London, United Kingdom
HSBC Holdings BV,
Amsterdam, The Netherlands
Marine Midland Banks, Inc.,
Bulftalo, New York
Westanierica Bank,
San Rafael, California

Florida International Bank,

Merged or Acquired Bank
or Activity

Perrine, Florida

Order approving the formation of a bank
holding company, merger of banks,
establishment of branches, membership
in the Federal Reserve System, and
notice to engage in nonbanking
activities

Wells Fargo THISBC Trade Bank, N.A,

San Francisco, California

Bank of America, NT & SA,
San Francisco, California

APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Secretary of the Board

Bulletin

Date of Volume

Approval and Page
July 12, 1995 &1, 876
July 24, 1995 81, 893
September 18, 1995 81, 1037
July 31, 1995 81, 900

Recent applications have been approved by the Secretary of the Board as listed below. Copies are available upon request to
the Freedom of Information Oflice, Oflice of the Sceretary, Board of Governors of the Federal Reserve System,

Washington, D.C. 20551

Section 3

Applicant(s)

Doniphan Bancshares, Inc.,
Doniphan, Nebraska

Union Planters Corporation,
Memphis, Tennessee

Union Planters Corporation,
Memiphis, Tennessee

Section 4

Bank(s)

Liflective
Date

Bank of Doniphan,
Daoniphan, Nebraska

Iirst Bancshares of Fastern Arkansas, Inc.,

West Memphis, Arkansas

First Bancshares of N.E. Arkansas, Inc.,

Osceola, Arkansas

November 9, 1995
November 21, 1995

November 21, 1995

Applicant(s)

Bank(s)

First National of Nebraska, Inc.,
Omaha, Nebraska

Keystone Financial, lic.,
Harrisburg, Pennsylvania

Whitney Holding Corporation,
New Orleans, Louisiana

Integrated Planning Systems, lunce.,
Bellevue, Nebraska
National Security American Life
Insurance Company,
Towanda, Pennsylvania
wCenHe, nce.,
New Orleans, Louisiana

Littective
Date

November 30, 1985

November 16, 1995

November 24, 1995
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APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By Federal Reserve Banks

Recent applications have been approved by the Federal Reserve Banks as listed below. Copies are available upon request to

the Reserve Banks,

Scction 3

Applicant(s)

American Bank Shares, Inc.,
Rapid City, South Dakota
Arca Banceshares Corporation,

Owensboro, Kentucky
ASB Corporation,
Osceola, Arkansas
BANKFEIRS'T Corporation, luc.,
Sioux Falls, South Dakota
Berkshire Bancorp,
Pittstield, Massachusetts
Bren-Mar Properties, Inc.,
Columbia, Missouri
BT Financial Corporation,
Johnstown, Pennsylvania

Century South Banks, Inc,,
Dahlonega, Georgia

Coronado, Inc.,
Sterling, Kansas

First Financial Bankshares, Inc.,
Abilenc, Texas

Fivst IFinancial Bankshares of
Delaware, Inc.,
Wilmington, Delaware

First National Security Company,
DeQuecen, Arkansas

First United Bancorp, Inc.,
Madisonville, Kentucky

Greene County Baneshares, Inc.,
Greeneville, Tennessee

Hillister Enterprises 11, Iuc.,
Beaumont, ‘Texas

Magnolia Partnership Investinents,
1.ad.,
Beaumont, Texas

Mercanlile Bancorporation Ine.,
St. Louis, Missouri

Reserve Bank

Iiflective
Date

American State Bank of Rapid City,

Rapid City, South Dakota
Citizens Deposit Baneshares, Inc.,
Calhoun, Kentucky
American State Bank,
Osceola, Arkansas
BANKIIRST, N.A.,
Sioux Falls, South Dakota
Berkshire County Savings Bank,
Pittsficld, Massachusetts
Jack’s Fork Bancorporation, Inc.,
Columbia, Missouri
The Huntington National Bank of
Pennsylvania,
Uniontown, Pennsylvania
Bank of Danielsville,
Danielsville, Georgia
l.yons Bankshares, Inc.,
Lyons, Kansas
Citizens Liquity Corporation,
Weathertord, Texas

First National Bank of Lewisville,
Lewisville, Arkansas

First United Bank of Hopkins County,

Inc.,

Madisonville, Kentucky
Premicr Bancshares, Inc.,

Niota, Tennessee

Umphrey 11 Family Limited Partnership,

Beaumont, Texas

Southeast Texas Bancshares, Inc.,
Beaumont, Texas

Community Bank of Texas,
Beaumont, Texas

First of Groves Corporation,
Giroves, Texas

First Bank & 'Trust Company,
Groves, Texas

Iirst National Bank,
Silsbee, Texas

First Sterling Bancorp, Inc.,
Sterling, Hlinois

Minnecapolis
St. Louis
St Louis
Minncapolis
Boston

St. Louis

Philadelphia

Atlanta
Kansas Clity

Dallas

St. Louis

St. Louis

Atlanta

Daltas

Dallas

St. Louis

QOctober 26, 1995
November I, 1995
November 15, 1995
November 22, 1995
October 27, 1995
November 3, 1995

November 21, 1995

November 16, 1995
November 22, 1995

November 20, 1995

November 20, 1995

November 14, 1995

November 3, 1995

November 16, 1995

November 2, 1995

November 13, 1995



Section 3- —Continued

Applicant(s)

Mercantile Bancorporation luc.,
St. Louis, Missouri

Milton Bancshares, Inc.,
Milton, Wisconsin

Mountain West Financial Corp,,
[lelena, Montana

Napervitle Bancorp, Inc.,
Naperville, Hinois

NEMO Bancshares, Ine.,
Madison, Missouri

Norcon Financial Corp.,
Conway Springs, Kansas

Norwest Corporation,
Minncapolis, Minncsotit

Pan American Bancshares, Inc.,
Chicago, Hlinois

Parkers Prairic Bancshares, hic.,
Parkers Prairie, Minnesota

The Queensborough Company,
Lousiville, Georgia

SNBNY Holdings Limited,
Marina Bay, City ol Gibraltar

Star Valley Bane Shares, Inc,,
Afton, Wyoming

Texas Financial Bancorporation, Ine.,
Minneapolis, Minnesota

First Bancorp, Inc.,
Denton, Texas

First Delaware Bancorp, Inc,,
Dover, Delaware

UMB Financial Corporation,
Kansas Cily, Missouri

Umphirey 1T Family Limited
Partnership,
Beaumont, Texas

Westficld Mutual Holding Company,
Westficld, Massachusctls

Bank(s)
Hawkeye Bancorporation,
Des Moines, lowa
Bank of Milton,
Milton, Wisconsin
Mountain West Bank of Great Falls,
N.A.,
Great Falls, Montana
Napervitle Bank,
Naperville, [linois
Madison-Hunnewell Bank,
Madison, Missouri
The First National Bank ol Conway
Springs,
Conway Springs, Kansas
The Farmers State Bank ol Norwich,
Norwich, Kansas
The Bank of Robstown,
Robstown. ‘Texas
Pan American Bank,
Chicago, Hlinois
Waubun Bancshares, Inc.,
Waubun, Minnesota
Ogeechee Valley Bank,
Millen, Georgia
Salra National Bank of New York,
New York, New York
I'he Bank ol Star Valiey,
Afton, Wyoming,
United Commeree Bank ol Highland
Village, N.A,
Highland Village, Texas

Iirst Sooner Baneshares, Inc.,
Oklithoma City, Oklahoma

Southeast Texas Baneshares, Inc.,
Beaumont, "Texas

Community Bank of Texas,
Beauwmont, ‘Texas

Westlickl Savings Bank,
Westlield, Massachusetts

Reserve Bank

St. Fouis
Chicago

Minncapolis

Chicago
St. Louis

Kansas City

Minneapolis
Chicago
Minnecapolis
Atlanta
New York
Kansas City

Dallas

Kansas Clity

Dallas

Boston
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liffective
Dale

Noventber 3, 1995

November |, 1995

October 26, 1995

November 8, 1995

November 14, 1995

Novemiber 21, 1995

October 27, 1995

November 22, 1995

November 10, 1995

November 10, 1995

November 20, 1995

November 9, 1995

November 9, 1995

Noveniber 16, 1995

November 2, 1095

November 10, 1995
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Section 4

Applicant(s)

Nonbanking Activity/Company

Reserve Buank

Etfective

Date

Barnett Banks, Inc.,
Jacksonville, Florida

CNB Bancshares, Inc.,
Evansville, Indiana

Community First Bankshares, Inc.,
Fargo, North Dakota

Community Bank Shares of Indiana,
Inc.,
New Albany, Indiana

DFC Acquisition Corporation Two,
Kansas City, Missouri

Dickinson Financial Corporation,
Kansas City, Missouri

First Western Bancorp, Inc.,
Huron, South Duakota

Independence Community Bank
Corp.,
Brooklyn, New York

National Bank of Canada,
Montreal, Quebec, Canada

National Westminster Bank Plc,
London, England

National Westminster Bank Ple,
London, England

South Florida Banking Corporation,
Bonita Springs, Florida

Susquehanna Bancshares, Inc.,
Lititz, Pennsylvania

UJIB Financial Corp.,
Princeton, New Jersey

Waterhouse Investor Services, Inc.,
New York, New York

First Financial Bancshares ot Polk
County, Inc.,
l.ake Wales, Florida

Citizens Trust Company of Indiana,
N.A.,
Evansville, Indiana

Boelke Insurance Agency,
Hankinson, North Dakota

Heritage Bank of Southern Indiana,
Jettersonville, Indiana

UMB Financial Corporation,
Kansas City, Missouri

Owen Johnson Insurance Agency, Inc.,

Hill City, South Dakota
Bay Ridge Bancorp, Inc.,
Brooklyn, New York

Lévesque Beaubien Geotlrion Ltd.,
New York, New York

Gleacher & Co., Inc.,
New York, New York

To engage in making equity investments
in corporations or projects designed

primarily to promote community
welfare

First National Bank of Florida at Bonita

Springs,

Bonita Springs, Florida
Fairfax Financial Corporation,

Baltimore, Maryland

Berkeley Federal Bank and Trust, FSB,

Palisades Park, New Jersey
Nattonal Investor Services Corp.,
New York, New York

Atlanta
St. Louis

Minneapolis

St. Louis
Kansas City
Minneapolis
New York

New York
New York

New York

Atlanta

Philadelphia
New York

New York

November 6,

November 6,

November 9,

November 1,

November 7,

1995

1995

1995

1995

1995

November 10, 1995

November 6,

November 1,

November 22,

1995

1995

1995

November 22, 1995

November

=

, 1995

November 21, 1995

QOctober 31, 1995
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Legal Developments 113

APPLICATIONS APPROVED UNDIER BANK MERGER ACT
By Federal Reserve Banks

Recent applications have been approved by the Federal Reserve Banks as listed below. Copies are available upon request to
the Reserve Banks.

Ludlective

Applicant(s) Bank(s) Reserve Bank
Date

Byron Center State Bank,
Byron Center, Michigan

First ol America-Michigan, National Chicago October 27, 1995

Association,

Grand Rapids, Michigan

Central ‘T'rust Compiny, Buffalo [nvestment Corporation, Kansas Clity Novemiber 10, 1995
Lander, Wyoming

Marine Midland Bank,
Buflalo, New York

Republic Security Bank,

West Palm Beach, Florida

lidina, Minnesota

Hang Seng Bank Limited, New York November 21, 1995
Hong Kong
Banyan Bank,

Boca Raton, Florida

Atlanta November 22, 1995

Board order dated March |, 1995, approving notices by
Bank One Corporation, Columbus, Ohio; CoreStates Finan

PUENDING CASES INVOLVING TIHE BOARD OF
GOVERNORS

cial Corp., Philadelphia, Pennsylvania; PNC Bank Corp.,
This list of pending cases does not include swits against the Pittsburgh, Pennsylvania; and KeyCorp, Cleveland, Ohio,
to acquire certain data processing assets ol National City
Corporation, Cleveland, Ohio, through a joint venture sub-
sidiary. The Board™s briel” was filed November 16, 1995,

Federal Reserve Banks in which the Board of Governors is not
named a party.

Oral argument is scheduled for February 2, 1996,

Jones v. Board of Governors, No. 95 -1142 (D.C, Cir., liled
March 3, 1995). Petition for review of a Board order dated
Licbruary 2, 1995, approving the applications by First Com -
meree Corporation, New Orleans, Louisiang, to merpe with

Menick v. Greenspan, No. 95-C'V-01916 (D. D.C., liled Octo-
ber 10, 1995), Complaint alleging sex, age, and handicap
discrimination in cmployment,

Kuntz v. Board of Governors, No. 95 1495 (D.C. Cir,, lited
September 21, 1995). Petition for review ol Board order

dated August 23, 1995, approving the applications of ‘The City Bancorp, hic., New ibena, Louisiana, and First Bank

Fifth Third Baok, Cincinnati, Ohio, to acquire certain assets
and assume certain liabilitics of 12 branches of PNC Bank,
Ohio, N.A., Cincinnati, Ohio, and to establish certain
branches. The Bouard’s motion (o dismiss was liled on
October 26, 1995,

Lee v, Board of Governors., No. 94 4134 (2nd Cir, liled

August 22, 1995). Petition {or review of Board orders dated
Tuly 24, 1995, approving certain steps of a corporate reorgi-
nization of U.S. Trust Corporation, New York, New York,
and the acquisition of US. Trust by Chase Manhattan
Corporation, New York, New York. On September 12,
1995, the court denied pelitioners” motion lor an emergency
stay of the Board’s orders,

Jones v. Board of Governors, No, 95 1359 (D.C. Cir,, liled

July 17, 1995). Petition for review ol @ Board order dated
June 19, 1995, approving the application by First Com-
merce Corporation, New Orleans, Louisiana, to acquire
Iakeside Bancshares, Lake Charles, Louisiana, On Noveimn-
ber 15, 1995, the court granted the Board’s motion (o
dismiss.

Money Station, Inc. v. Board of Governors, No. 95- 1182

(D.C, Cir,, filed March 30, 1995). Petition for review ol a

shares, Inc., Stidell, Louisiana, Petitioner filed a motion for
injunctive reliel and for a stay of the Board’s order on April
3, 1995, On August 17, 1995, the court denied the motion,
Oral argument on the petition for review is scheduled for
February 27, 1996,

{n re Subpoena Duces Tecum, Misc, No. 95 -00 (D.D.C., liled

January 6, 1995). Action 10 enforce subpoena seeking pre-
decisional supervisory documents sought in connection with
an action by Bank of New England Corporation’s trustee in
bankruptey against the Federal Deposit Insurance Corpora-
tion. The Board filed its opposition on January 20, 1995,
Oral argument on the motion was held July 14, 1995,

Beckman v, Greenspan, No, 95 235473 (9th Cir, file May 4,

1995). Appeal of dismissal of action against Board and
others secking damages for alleged violations of constitu-
tional and common law rights. The appeliants’ briel was
filed on Junc 23, 1995; the Board's brief was filed on
July 12, 1995,

Board of Governors v. Ghaith B, Pharaon, No. 91-C1V 6250

(S.D. New York, filed September 17, 1991). Action to
frecsze assets ol individual pending administrative adjudica-
tion ol civil money penalty assessment by the Board, On
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September 17, 1991, the court issued an order temporarily
restraining the transfer or disposition of the individual’s

assets.

FINAL ENFORCEMENT ORDERS ISSUED BY 11HE BOARD
OF GOVERNORS

Constantinos [. Costalas
Voorhees, New Jersey

The Federal Reserve Board announced on November 27,
1995, the issuance of a combined Order of Prohibition and
Order of Assessment of a Civil Money Penalty against
Constantinos 1. Costalas, the former chairman of the board,
president, and chief exccutive ofticer of Glendale Bancor-

poration, Voorhees, New Jersey, and the Glendale National
Bank of New Jersey, Voorhees, New Jersey; and the former
chairman of the board of the Glendale Bank of Pennsylva-
nia, Upper Darby, Pennsylvania.

TERMINATION OF ENFORCEMENT ACTIONS

Piedmont Trust Bank
Martinsville, Virginia

The Federal Reserve Board announced on November 3,
1995, the termination of the following enforcement action:
Piedmont Trust Bank, Martinsville, Virginia — Cease and
Desist Order dated August 5, 1993; terminated October 3,
1995.
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AS53 U.S. international transactions—Summary A65 Discount rates of foreign central banks
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A54 U.S. reserve assets A66 Foreign exchange rates
A54 Foreign official assets held at Federal Reserve
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AS55 Selected U.S. liabilities to foreign official A67 GUIDE TO STATISTICAL RELEASES AND
institutions SPECIAL TABLES
Reported by Banks in the United States A68 Pro forma balance sheet and income
AS5 Liabilities to and claims on foreigners statement for priced service operations,
AS56 Liabilities to foreigners September 30, 1995
A58 Banks’ own claims on foreigners
A59 Banks’ own and domestic customers’ claims on
foreigners A70 INDEX TO STATISTICAL TABLES
A59 Banks’ own claims on unaffiliated foreigners
A60 Claims on foreign countries—

Combined domestic offices and foreign branches



Guide to Tabular Presentation

SYMBOLS AND ABBREVIATIONS

¢ Corrected

e Estimated

n.a. Not available

n.e.c. Not elsewhere classified

p Preliminary

T Revised (Notation appears on column heading

when about hall” of the figures in that column
are changed.)

* Amounts insignificant in terms of the last decimal
place shown in the tuble (for example, less than
500,000 when the smallest unit given is millions)

0 Calculated to be zero

. Cell not applicable

ATS Automatic transfer service

BIF Bank insurance fund

CcD Certificate of deposit

CMO Collateralized mortgage obligation
FFB Federal Financing Bank

FHA Federal Housing Administration

FHLBB Federal Home Loan Bank Board
FHLMC Federal Home Loan Mortgage Corporation

FmHA Farmers Home Administration

FNMA Federal National Mortgage Association

FSLIC Federal Savings and [L.oan Insurance Corporation
G-7 Group of Seven

GENERAL INFORMATION

[n many of the tables, compornents do not sum to totals because of
rounding.

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

“U.S. government sccuritics” may include guaranteed issues
of US. government agencies (the flow of funds figures also

G-10 Group of 'Ten

GNMA Government National Mortgage Assoctation

Gbhp Gross domestic product

HUD Department of Housing and Urban
Development

IMF International Monetary Fund

10 Interest only

IPCs Individuals, partnerships, and corporations

IRA Individual retirement account

MMDA Money market deposit account

MSA Metropolitan statistical arca

NOW Negotiable order of withdrawal

oCb Other checkable deposit

OPEC Organization of Petroleum Exporting Countries

OTS Oftice of Thrift Supervision

PO Principal only

REIT Real estate investment trust

REMIC Real estate mortgage investiment conduit

RP Repurchase agreement

RTC Resolution Trust Corporation

SAIK Savings Association I[nsurance Fund

SCO Securitized credit obligation

SDR Special drawing right

SIC Standard Industrial Classification

VA Department of Veterans Affairs

include not fully guaranteed issues) as well as direct obliga-
tions of the Treasury. “State and local government” also in-
cludes municipalities, special districts, and other political
subdivisions.
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1,10 RESERVES, MONLEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Percent annual rate of change, seasonally adjusted’
1994 1995 1995
Monctary o credil aggrepate 1
Q4 Q1 (03] J Q3 June July Aug,
Reserves of depository stttutions’
1 Totad .o D SN 33 37 80 12 8.5 63 29 1.1 LS
2 Requited ..o 0 o000 10 40 - 7.0 23 10.4 3.3 8 23 14.4
3 Nonbonowed, ..o oo o0 Lo 2.1 2.4 8.6 - 22 111 4.3 11 3.0 10.8
4 Maonctary has 6.9 64 63 1o 2.6 3 33 1.1 33
Concepty of mones, lquid assets, and debnt
S ML . PPN 12 0 9 Lo 9 Lo Lot 39 10.4
OM2ooo0 1 1.7 44 77 1.9 6.2 83 4.4' -7
TMIL L L 17 44 7.1 e 12.8 84 17 43 43
T 22 6.4 7.0 9.2 83 (A 749 K9 W
9 Debt oo 0 L s 5% Sq4 6.7 4.5 s 38 3 N .
Nonti (m Saeflon « um,mm nis
10 I M2°, PR L R R 2 2.5 6.9 1.7 16,9 8.5 12,8 &0 15
N IM3only™..oooo0 L o 12,3 18.5 200 14 174 18.%' 5.0 36 2.7
Lime and savings deposits
Conmercial banks
L2 Savings, meluding MMDAS o000 0 0 oo 0 o0 L 8.5 13.2 -73 10.3 8.2 4.4 14.5 L7 t2
13 Smalbume’ o0 00 L0 160 243 234 9.8' 13.4 T 55 1.9 L5
I Targetnie™ o000 L Lo s 17.7 127 1548 4.0 129 196 5.6 103 424
Thiitt mstittions
IS Savigs, nldmllm_ MMDAS o000 17.6 20.5 4.5 5.8 4.0 70 7.0 R 0
16 Small “"“h ,,,, 109 218 2006 1/ 2.7 A 20 2.8 27
I Large tune” ooooo0 s e IEN 233 146 134 08 KItAY 9.9 8.2 17.9
Muoney market mutnal funds
18 Geoeral puipose wod brohey deates 0.0 1.5 79 18.1 43 nl.6 37.7 17.6 9.9
19 Instuation-ondly o000 L0 Lon0 o 13 10.0 271 293 ob's 9.0 15.4 129
Debt 1‘(1:)1/)11/1('::/\‘
20 Pedewalo oo o o0 L L 59 54 5.3 4.4 4.1 1.9 N
21 Nonfederal. .00 .0 oo L s 5.5 7.2 4.5 33 44! 40

I, Unless otherwise noted, tates ot change are calcalated Tromavesage wnounts outstand-
ing Llllllllb preceding month ot quan
Ligures mcorporate nl]usllnunx tor discontnuuties, ot
wgul:nmy cluanges i teserve requitements, (Sec also table 1.20.)
3 The seasomally adjusted, beak-adjosed monetany base consisty ot (1) seasonally
adjusted, break-adjusted onal eserves (e 1), plus (2) the seasonally adjusted cunrency
component of the money stock, plus (3) (tor all quarterly wepotters on the " Repot of
Transaction: Accounts, Other Depostts and Vault Cash” and tor all weekly ieporters whose
vault cash exceeds then tequued resetves) the seasonally adjusted, break-adjusted difierence
between current vault cash and the amount applied (0 satisty conrent ieserve reguiements,
4 Composition ot the money stock measures ad debt s as tollows:

MU (1) cunency outside thie US Tieasury, Federal Reserve Banks, and the vaults of
depository institutions, (2) travelers chechs of nonbank ssuers, (3) demand deposits an all
commercial banks other than those owed 1o depository mstitations, tie LS, govermment, and
torergn banks and otheral msttutions, less cashotemns in the process ot collection and Federal
Reserve float, and (4) other cheekable deposits (OCDs), consisting, ot negotuble onwder ot
withdiawal (NOW) and antomatic transter service (ATS) accounts at depositony institutions,
aedit umon shate dhatt accounts, and demand deposits at thiite instiutions, Scasonadly
adjusted M1 s computed by swioming conency, travelers cheeks, demand deposits, and
QCDs, cach scasonadly adjusted sepiately,

M2: M1 plus (1) overmght (and contimuing contiact) reputchase agiecments (RPS) issued
by all deposnory mstitutions and overnight Eurodolars issued 1o US, residents by toreign
branches of U8 banks worldwide, (2) savings (neludimg MMDAS) and small tme deposits
(time deposits  nchudig retand RPs 1o amounts of fess thigy $100,000), ad (3) balances m
both taxable and tax exeipt general-putpose and hoker dealer money mathet funds, Ea-
cludes mdividual retnement accounts (IRAs) and Keogh balances at depository institutions
and money market tands, Also excludes all balances held by U S, commercial banks, money
nuuhet funds (general putpose and bioker dealen), toregn gavernments and commercial
banks, and the ULS, government: Seasounally adjusted M2 1s computed by adjasting its nion-M |
component as a whole and then addimg this 1esolt to seasonally adjusted M1

M3: M2 plus (1) fuge tine deposis and teim RP Labilities (in-amounts of $100,000 o
mote) issued by all depository mstgutions, (2) wim Fwodollars held by US, esclents at
foreign branches of LLS baunks wouldwide and at all bankmg othiees mthe United Kingdom
and Canvadiy, and (3) balances i both taxable and tax-exenipt, nisttution-only money mathet

“hreaks,” associated with

funds. Excludes mnounts hield by depository mstuutions, the US govermuent, money miarhet
funds, and toreign banks and oflical wstitutions, Abso excluded s the estimated amount of
overnght RPs and Bawodollars held by instituton-only money nuket tunds, Scasonally
adjusted M3 s computed by adjusting s non-M2 component as a whole and then adding this
result to seasonally adjusted M2,

1.. M3 plus the nonbank public holdings ot US, savings bouds, short-term “Ticasury
seeutities, commeretal paper, and bankers acceptiviees, net of money nraket fund holdings of
these assets, Seasonally adjusted 1is computed by sunnummg US, saviigs bonds, shott-term
Ticaswy secwities, commercial paper, and bankers acceptances, cacl seasovally adjusted
sepauately, and then addmg thss result to M3,

Debt “T'he debt aggregate is the outstanding credit market debt of the domestic nonfinancial
sectars the federal sector (U8, government, not including govemment-sponsored enter-
prses o federally related montgage pools) and the nontederal sectors (state and locat
governments, houscholds and nonprofit otgamizations, nonfinancial cotporate aud nonfarm
noncorporate businesses, and tanns). Nonfedewal debt consists of moilgages, tax-exempt and
corpotate bonds, consumer eredit, bank foans, conmwietal paper, and other oans, Yhe data,
which me derived trom the Federal Reserve Bowd's flow of funds accounts, we bicak
adjusted (Dt is, discontinutties - the data have been smoothed into the series) and
month-averaged (that is, the data have been dertved by averaging adjacent month-end fevels).

S, Suni ot (1) overmghit R and overmght Burodollaes, (2) money maket fund balances
(general purpose and broker dealer), (3) savings deposits (mcludimg MMDASs), and (4) suall
tinie deposts,

G, S of (1) large tine deposits, (2) terny RES, (3) wnn Ewrodollins of TS, tesidents,
and (4) money maket fund balances (insttution-only), less (5) a consoludation adjustment
that tepresents the estimated wnount ot avernight RPs and Borodotlas held by institution-
only money machet funds. This sunm ts seasonally adjusted as @ whole

7. Small tune deposits - including etail BRPs - e those issued mywmounts of less than
$100,000, All IRA and Keogh account balances at commercial baoks and thiift institutions
e subtracted from small time deposits.

8. Large time deposits aie those tssted nr amounts ot $H0,000 or more, excluding those
booked at international banking facilities,

9. Large thue deposits at commercial banks less those held by money matket funds,
depositony mstitunions, the WS, government, and toteigh banks and oflicial institutons,
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1.11  RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT'

Millions of dollars

Average of

daily figures Average of daily figures for week ending on date indicated
aily figures

Factor 1995 1995
Aug. Sept. Oct. Sept. 13 Sept. 20 Sept. 27 Oct. 4 Oct. It Oct. 18 Oct. 25
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit outstanding ... ........ ... 409,402 410.892° 410,695 411,208 413,459 409.638 410393 41174 411856 410282
U.S. government securities®
2 Bought outright—System account . ......... 371942 371,068 37090 371236 371.826 371349 369.583 AN A 371.359 370,796
3 Hcld under repurchase agreements ... oL 133 4.206 3227 +.54) 5.880 2487 4742 355t 4112 1876
Federal agency obligations
+ Bought vutright ................. ... ... 2019 2932 2876 2941 2941 2921 2.895 2.895 2895 2.883
5 Held under repurchase agreements . 52 106 479 327 0 21 32 0 40 98y
6 ACCEPHINCES ..ot 0 0 0 0 0 0 [} 0 0 0
Loans to depository institutions
7 Adjustiment eredit ... 112 i ] 45 8 2 23 75 121 22 24
8 Seuasonal credit. . . 259 254 204 243 255 267 255 224 217 190
9 Extended credit ... oL 0 0 0 0 0 0 0 O 0 0
10 Floam 29 408 537 295 652 476 248 v42 38 304
Il Other Federal Reserve assets ... ..., 33595 31.890° 32425 3L618 31.904 3293 32405 32,533 32,469 32219
12 Goldstock ..o 11,053 11052 11,051 11,053 11.053 11052 11051 11,051 11,051 11.051
13 Special drawing rights certificate account . . 10518 10.366 10.168 10518 10.368 10,168 10.168 10.168 10,168 10,168
14 Treasury currency outstanding . . .. 23,623 23.721° 23,799 23,704 23,726 23,747 23.76% 23783 23.797 23811

ABSORBING RESERVE FUNDS

15 (ul reney in circulation
reasury cashe holdings

410420 411.003" 411.565 412,575 410777 400,302° 410,131 12617 412499 410,989
30 a 35 kIt REM 3 R} 37 33 313

17 Freasury . 5,257 6,850 5,384 4903 10,002 6,051 6829 5.030 4941 5278
18 Foreign ... . 184 179 179 182 174 181 186 168 i8] 184
19 Sesvice-redated balances .md adjustment: 4,599 4,688 1,874 4,643 4.693 4,759 4,766 4,743 4,829 4,996
20 Other .............. 289 348 336 339 362 329 345 349 546 333
21 Other Federal Rese es and ¢ G 12,758 12,176 12938 11.876 12.241 12,694 12,998 12963 12813 12,983
22 Reserve balances \MIII h.du‘d[ Reserve Banks™ ... 20,779 20.466' 20,070 21648 201024 20,368 19.807 19.959 20,748 20,239
End-of-month figures Wednesday figures
Aug. Sept. Oct. Sept. 13 Sept. 20 Sept. 27 Oct. 4 Oct 11 Oct. 18 Oct. 25
SUPPLYING RESERVE FUNDS
| Reserve Bank credit uut\landmt' ............... H08.461 410.266! 409,827 116,668 420,330 412,324 410408 414,886 419,976 414,760

U.S. government securi

cIm account .

2 BuuL.hl outright 369818 367.604 374,227 37240 370.992 369.652 371.264 372427 370,980 370,173
3 Held under repurchase agreements 30355 6,445 2,290 8175 13.020 6487 3,080 4833 4112 7.780
Federal agency obligations
4 Bought outright .................... ..., 2941 2895 2.812 294) 2941 2895 2895 2,895 2895 2.812
5 Heid under repurch: 100 75 210 .29 0 150 0 0 $00 975
6 Acceplances . il 0 0 0 0 0 0 0 0 0
Loans 10 deposi £
7 Adjustment credit .. ... 4 160 1 3 1 70 3 834 8 124
8 Seasonal credit .. 266 261 123 246 266 270 234 226 213 172
9 tended credit . 0 0 [§] 0 0 0 0 0 0 0
10 Float . . 686 73 830 ~25 611 []] 605 1.246 ~1.038 ~-345
11 Other Federal Réserve assets ... ....o........ 31.592 32,687 32334 32008 32,509 32,150 32327 32420 32405 33,069
12 Goldstock . oooo 11053 11.051 11,051 11.053 11.053 11.051 11,051 11.05¢ 11.051 11.051
13 Special drawing rights certit . 1518 10,168 10,168 10.518 10,168 10,168 10168 10.168 10,168 10,168
14 Treasury currency outstanding ... oL 23,682 23.76Y' 23825 23,704 23.726" 23747 23,769 23,783 23797 23811
ARSORBING RESERVE FUNDS
{5 Currency in circutation ... .. ... ... 410984 409,275 411.767 412,625 410.856" 410,225 411,794 413.758 412,491 411416
16 Treasury cash holdings 316 322 34 RES) 322 22 38 313 33 314
Deposits, other than reserve h.\hnu.x with
hdz.ml Reserve Banks
17 i 4767 8.620 7.018 6,086 17499 6.553 5779 5.092 5710 5.336
I8 166 201 275 177 167 170 170 164 162 269
1Y 4612 1,766 5.009 +.643 4693 4.759 4.766 4743 4829 4,996
20 298 332 375 339 330 331 353 346 39 326
21 G and ¢ 11438 13.088 13.073 12,084 12.323 12.663 12,796 12,645 12,562 12,723
22 Reserve balances with lldcml Reserve Banks' .. 21,134 18,6504 17,044 25,654 19097 22.268 19419 22826 18,574 24,409
1. Amounts of cash hetd as reserves are shown in table 112, line 2. 3. Excludes required clearing balances and adjustments to compensate for float.

2. Includes securities loaned—iully guaranteed by LS. government securities pledged
with Federal Reserve Banks—and excludes securities sold and scheduled 1o be bought buck
under matched sale—-purchase transactions.
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[.12 RESERVES AND BORROWINGS  Depository Institutions'

Mitlions ot dotlars

Protated monthly averages of hiweekly averages
Reserve classificanion 1992 1993 1994 (9935
Dec, Dec Dec, Apt May June July Aug, Sept Oct,
1 Reserve h‘\l.mu‘s with Reserve Banks' 25,368 29,374 24,658 24,217 21,476 21,058 20,840 20,565 20,519 20,054
2 lotal vault cash L 34,541 16,818 40,365 38,099 39,038 39,839 40,522 4,177 400,648 40,561
3 Applied vault cash? 172 33,484 36,682 14,657 35,281 35,986 36,550 36,255 36,640 36,345
b Surplos vuull cash®, 3,470 3334 3,683 1442 3,757 3,853 3,971 u23 4,008 4,216
S totad seserves” 56,540 62858 61,340 58.874 56,757 57,044 57,300 56,819 57,150 56,400
6 Requuedaeserves oo L 55,485 61,795 60,172 58,120 55877 56,079 50,200 55,832 56,209 55,319
7 I-xcess teserve balances at Rumw R.mk\ [,155 1,063 [ 168 753 RRO 961 1,090 98% 950 1,081
8 Total bonowings at Reserve Banks 124 %2 204 1 150 272 7t 2382 278 245
9 Seasonal lmu()wmp P . . A I8 31 100 L 137 172 231 258 252 199
10 batended aednt”. . o0 L e 1 0 0 0 0 QO 0 0 0 O
Biweekly averages of dady Gguies tor two week periods ending on dates mdicated
(DDA

July 5 July 19 Aug 2 Aug. 16 Aug. 30 Sept 13 Sept. 27 Oct. Lt Oct, 25 Nov 8

| Reserve balances with Resetve Banks™. .. ... 214,546 21,733 19,920 20,793 20,395 21,029 203,182 19,886 20,496 19,332
2 fomlsaultaasht o 39,724 40,411 40,983 40,889 39,324 40,554 40,628 41153 39,855 41,123
3o Applied vault cash L o 35,930 16,491 20,874 36,808 35491 36,693 306,556 36,805 35,770 30,847
4 Surplus v.\ll]l cash’ 3,704 3,920 4,106 3,991 3833 3,862 4,072 i 4,086 4,276
S Lotal reserves” o 56,476 58,224 56,798 57,69t 55,886 57,722 56,738 56,690/ 56,265 50,179
6 Requited reserves, oo 55,462 57,334 35443 56,491 55,153 560,879 55,781 55,312 55,406 55,129
7 Foxcess reserve balances at Rnuvc Banks 1,014 {90 1,354 1,200 733 843 957 1,378 R60 1,051
% Jotal bortowmgs at Reserve Banks® 136 203 47% 250 28R 208 274 ERLY 227 121
9 Seasanal bonowingy .. 214 224 245 247 272 245 261 240 204 116
10 kstended credit” L 4] 0 () 4] 0 i} 0 0 0 0

1 Dataon thus table also appedar in the Board’s H 3 (502) weekly statistical selease., Fot
ordeting addiess, see mside front cover. Diatacare not bicak-adjusted o seasonally adjusted

2 Pacludes requited clearmg balances and adjustments to compensate tor float and
e ludes other oft-balance-sheet as of” adjustnents

ool Ulagged™ vault cash held by depostory anstiuttons subject 10 eserve
requirements Dates reter to the namtenanee pettods dutmg which the vaalt cash may be used
to satily reserve reguirements  The maintenance period for weekly weposters ends sisteen
days atter the Ligged compatation perod during which the vault cash is held Betore Nov 25,
1992, the maintenance pertod ended thirty days after the Tagged computation perntod

S0 AT vault cash bield dunmg the Tagged computation peyad by “bound™ mstitutions (that
15, those whose tequned eserves exceed their vanlt cash) plus the amount o vaadt cash
apphieit dmmg the maimenance period by “nonbound™ istnutions (that 1s, those whose viult
cish exceeds then requied reserves) o satisty curtent ieserve reguuements,

5. Total vault cash (hne 20 less applied vault cash line 3).

6. Reserve balances with Federal Reserve Hanks (hne 1) plus apphed vaalft cash
tline 3).

7. bonabieserves (hne 5 less requned reserves (hine 6),

8. Abu includes adjustrment credet,

9. Comsists of borrowing at the discount window under the terms and conditions estab
lished for the extended credit program to help depository anstitutions deal with sustamed
hgudity presswes, Becanse there 1s not the same need to repay such bortowing promptly as
wath tradibional shori-tenn adjustment credat, the money market eftect ot extended credit s
similar to that of nonborrowed reserves,



1.13 SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS

Millions of doffars, averages of daily figures

Money Stock and Bunk Credit AT

Large Banks'

Source and matunity

Fedeval funds puschased, 1epunchase agreements, and othe
selected borrowings
From commercial banks in the Unated States
Fot one day or under continning contiact e P
For all other manwities .. o0 oo
trom other depository institutons, forcign banks and oflicial
nsttutions, and .S povernment agencies
For one day o1 under contnuing contiact L. ... L
For all other matwities ... . ..o oL

o —

ENge

Repuichase agreements on UN government and federal
URONCY Securitiey

Brokers and nonbank deaders m secuniies
For one day or under continuing conhiact . . ...
For atl other matwiies . ... C e

All other customers
For one day ot under contmuing contract e
For all othey matunities ... ... oo

oo

EN]

MLMO
Federal funds toans and 1exale agreentents in immediately
avadable funds in matnrines of one day o under
continung contract
9 Ta commercial banks m the Uned States. . oo .o
10 “Fo all other specified customers™ .. . oL e

1995, week ending Monday

Sept, 4

80,287
18,086

24,256
27,051

19873
34,723

42,318
19,004

58,361
20,034

Sept, 11

79,342
16,701

23,443
27431

19,126
13,827

41,470
18,585

55,344
29813

Sept, 18

77,611
16,473

22,708
25,979

18,285
35,204

40,377
18,440

55,844
azni

Sept. 25

.

74,600
16,001

26,575
24,595

18,985
33,489

39,681
17,692

55,159
28,334

Oct. 2 Oct. 9 Oct. 16 Oct, 23 Oct. 30
_ - _
81,013 83,008 #0,898 40,704 87,443
10,120 15,150 14,701 15,224 15,900
22,711 20,172 24,263 21,530 18,531
23,101 23,104 23,054 22,142 22,598
21,188 18,310 20,503 17,911 17,892
24,906 33,907 34,083 36,211 16,246
40,403 18,988 40,657 40,997 42351
17,869 18,266 17,335 17,254 16,833
59,325 53,810 55932 59,787 61,281
26,19 29,275 28,075 28,031 27,924

1. Banks with assets of $4 billion o1 more as of Dee, 31, 1988,

Dt in this table also appear w the Boad's L5 (507) weekly staustical release. bar

ardering addiess, see inside front cover

2. Brokers and nonbank dealers in secunities, other deposttory institutions, foreign banks

and officral mstitutions, and 118, government agencies.
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1.14 FEDLERAIL. RESERVE BANK INTEREST RATLES

Percent per year

Cumtent and previous levels

Adjustnent credut! Seasonal credit? Extended credit’
Pederal Reseive —
Bank On Hective e N - On Hlective date i . n : . ) .
12/8/95 Eitective date Previous tate 12/8/95 Eftective date Previous rate 12/895 Eficetive date Previous rate
Boston .. ..o 5.25 2/1/95 475 575 12/7/95 575 0.25 12/7/95 6,25
New Yok ., 2/1/95
Phtadelphis . .. 21205
Cleveland 29495
Richmond. .. 2/1/95
Atlanta ... 2/2/95
Chicago ... 2/1/95
St Louis. ... 2/1/95
Miunneapolis . 2/2/95
Kansas City . 2/1/95
Dallas . 212195
San Franciseo .., 525 2/4/95 4.75 5.75 12/7/95 578 6.25 1277195 6.25
Range of tates tor adjustment credit in recent yum\"
Range (ot R Bank Range tor | FR. Bank Range (o IR, Bank
Iftective date levely- All ol Eflechve dawe level)- -All ol [dfectve dute level) -All ol
ER, Banks N.Y. FR. Bunks N.Y. FR. Banks N.Y.
In effect Dec. 31, (977 . BN 0 6 tudl  Nov 13 14 13 1987 Sept. 4. . ... 556 6
13 13 I 6 6
978 Jan. 9, 0 6.5 65 bec, 12 12
20...... s 0.5 6.5 T988- Aug. 9 ... L 605 as
May t1 ... ..., 657 7 1982 July 11.5-12 15 L 0.5 6.5
2., PN 7 1 23 s 1.5
July 3. o 7-725 7.25 Aug. 2 ... 11 115 1 1989 Feb, 24 ... L. 6.5 7 7
" P 7.25 7.25 1 I o 7 7
Aug, 21 .. 7.8 775 10.5 10.5
Sepho22 00 0 . & 8 1m0 Hy 1990 -Dec t9 o000 0 L 0.5 0.5
Oct Lo, .. .. 8 8.5 8.5 0 ... 10 10
20 RS 8.5 et 12 9.5 10 v.5 1991~ teb. 1. . 6 65 ¢
Nov, 1 3.5 9.5 9.5 13 9.5 9.5 4., O 0
3.0 .0 99 95 Nov, 22 9 9s 9 Apr. 30 . 550 5.8
NN 9 9 May 2....... ..., 5.5 5.5
1979 July 10 10 Dec 14 o000 oo 8.5-9 v Sept. 13 ... . . 558 5
Aug. o 103 10.5 859 8.5 17 ... 5 5
[ 10.5 o 85 8.5 Nov. 6 .... +.5-5 4.5
Sept. 10.5- 11 1 7. 4.5 4.5
1l 11 198d- Ap. 9 (o 859 Y Dec 20, . ... 3545 3.5
Oct, 112 12 3.0 L 9 9 B 3.5 35
12 12 Nov. 21 ... 859 8.5
20 ... ... . ... 8.3 8.5 1992 July 2 ..., ...l 335 3
1980 Feb 12 13 13 Dec, 24 000000 o 8 8 T y 3
14 13
May 12 13 13 [O8S May 20 ... ... 7.5 8 7.5 1994 -May (7 ... 335 35
12 12 24 L 75 7.5 1 3.5 1.5
June 13 ..., L 112 1l Aug. 35 4 4
11 11 1986 Mar, 7 e 775 7 | + 4
July 1o 11 to 10 7 7 Nov. . N 4 4.75 4.75
2 10 10 Ap. 21 oo 05 7 6.5 7.0 0 4.75 475
Sept - B L 29 000 L 65 6.5
Nov. 12 12 July 1L oo o 6 4] 1995 Leb., . .o 475 5.25 525
Dee 12-13 13 Aug. 2t .0 . . L 556 5.9 QoL 5.25 528
13 13 2. 5.5 5.5
1981- May B34 14 Incftect Dec. 8, 1995 ... ... .. 5.25 525
4 14

I Available o a short-tenm basis to lielp depository instituhions meet temiporary needs for
funds that cannot be met through reasonable alternative sources. The highest vate establishied
for loans 1o depository mstitutions may be changed on adjustment credit loans o unusual size
that tesult from i nsajor operating problem ar the bortower™s iacility.

2. Available to help relatively small depository mstitutions ineet regiiban seasonal needs for
funds that atise Tcom a clear pattern of intiayeatly movements in thest depostts and loans and
that cannot be et thiough spectal mdustry Tenders. The discount rate on seasondl credit thes
o account sates chiged by manket sowces of tunds and ardinarily 15 reestablished on the
tinst business day of cach two-week reserve mamtenance penod; however, it is never tess than
the discount iate applicable to adpustment credut,

3. May be mude avalable to depository institutions when sl assistance 1 not
reasonably available frons othet sowees, meluding spectat industry lenders: Such credit may
he provided when exceptional encutstances netuding sustamed deposit diams, anpated
aceess 10 money market funds, o sudden detenoration me foan epayment pertonmance) o
practices imvolve only a particalat mstitwtion, o to meet the needs of mstitons expernencing
ddliculties adjusting to changing matket conditions aver a longer period (patticulatly at fres
ot depasit disitermediation). The discount rate applicable to adjustient aredit ordinanly v
changed on extended-credit loans outstanding less than thuty days: howeve, at the disctetion

ol the Fedetal Reserve Bank, this time perod may be shoriened. Beyond this mitial perod, a
flexible 1ate somewhat above rates charged on manket sources of funds is chaged. The rate
odinarily 15 reestablished on the fiest business day of each two-week 1eserve mamtenance
pertod, but it s never less thin the discount 1ate applicable to adjustment credit plus SO basts
points,

4. For cailier daty, see the Toltowmg publications of the Board of Governors: Banking and
Monctary Stanistics, 1914 1941, and 1941~ 1970, and the Annual Stanstical Digest, 1970
1979,

[n 1980 and 1981, the Fedetal Reserve applied a swicharge to shott-term adjustment-credat
bottowings by mstitutions with deposits of $500 nullion o1 mowe that bhad botiowed in
suecessive weeks o1 m mone than four weeks i a calendan gquarter. A 3 percent sutchatge was
w elfeet from Mar, 17, 1980, through May 7, 1980, A suichatge of 2 percent was 1eimposed
on Nov, 17, F980; the suscharge was subsequently tatsed o 3 percent on Dee. 5, 1980, wd to
4 percent on May 5, 1981, ‘The suchage was teduced to 3 percent eftective Sept. 22, 1981,
and to 2 pereent effective Ocl. 12, 1981, As of Oct, 1, 1981, the formula dor applying the
suicharge was changed from a calendar quatter o a moving thuteen-week petiod. The
surcharge was clmunated on Nov, 17, 1981,
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.15 RESERVIE REQUIREMENTS OF DEPOSITORY INSTITUTIONS'

Type ot deposit”

v
Net transaction aecounty

I %0 milhon $52.0 muthon, . . e e N

20 Mote than $32.0 ndlon® L0 0 oL

5
3 Nanpersonal time deposits N PN P

4 bwrocuneney labihes®. . o

Requitement
Petcontape ol Liflective date
deposity

- [ — .

RPN . 3 12/19/9%
....... PR 10 12/19/95
0 12/27/90

..... [} 12427190

to Requued teserves must be held mr the torm ot deposits with Federal Reserve Banks
or vault caslt Nonmember snstitutions may mantan eseive balances with @ Fedeal
Reserve Bank indurectly, ona pass-theough basis, with cortamn approved matitutions, 1ot
previaus reserve equeenients, see cathier editwons of the Annwal Repart o the Federal
Reserve Bulletn. Under the Monetary Contiol Act ot FORO, depository  imstitutions
miclude conmercial bk, mutual savimgs banks, savings and loan associations, credit
anwnrs, agencies and branchies of toreign banks, and Fdge Act corporations,
Under the Gamn-St Gevmam Deposttory Insttutions Act ol 1982, the Board adjusts twe
amount of teservable Habilities subjeet to o zero pereent teserve tegaitement eacls yean ton the
succeeding calendar yea by 8O percent of the parcentipre mciease i the total weservable
liabilities of all depository mstitutions, measuted onan annwal basts as ot June 30, No
cotesponcing adjustment s miade e the event of a deaease. Flteenive Dee, 19, 1995, the
cxemphion was raised from %42 million to $4.3 nulhon The exemption applies only e
accounts that would be subject 1o a0 3 percenteserve requirement,

3. Cransaction accounts metude all deposits agamst shirc b the aecotnt boldet ts petantted
1o make withdiawals by neponable or tinsferable instiuaents, payment ovders ol with-
drawal, and telephone and preauthorized tansters tor the puipose of mahing paynients to
thod persons o others, However, money market deposit aceomits (MMDAS) and siula
accounts subject to the rades tat pernut no more than six preatthorzed, automatic, or other
transters per month, of which no more than thiee mnay be checks, ae savings deposits, not
Lansaction accounts,

The Monetiny Contiol Act ol 1980 tequires that the amount ol transiaetion aceounts against
which the 3 percent teserve sequitement applics be modiied anoually by 80 percent of the
percentage chiange m ansaction accounts hekd by all deposttory mstitutions, determmed as of
June 30 ot cach year Bllective Dee, 19, 1995 the amount was decreased from $54.0 mllion w
$52.0 nulhon,

4 The aeserve wequitement was reduced hom 120 petcent o0 10 pereent on
Ap 2, 1992, tor ustidutions that teport weekly and on A 16, 1992, for mstitutions that
weport quanierly,

5 For wstititions that ieport weekly, the teserve requitement on nonpetsonad tone deposits
with an onginal maturity ot less than 114 years was reduced bone 3 pereent 1o 1% percent 1o
the miauntenance penod that began Dee., 13, 1990, and to ze1o for the mamtenance penod that
begay Dec, 27, 1990, The reserve tegqunement on nonpersonal tune deposits with an ongial
matunty of 14 years or more has been zeto sinee Oct. 6, 1983,

For mstitunions that ieport quarterty, the teserve tequoeiment on nonpersoial bime deposits
with an original mataaty o less than LA years was weduced from 3 percent to sero on Jan, 17,
DDA

6 Lhe reserve teguaenient on baocuency habilies was ieduced from 3 pereent o zero
m the same manoer and on the same dates as was the weserve wequitement on nonpersonal
tinse deposts with an ocgrmal matunty of fess than 1Y years (see note 5).
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS!

Millions of dolkus

/
8 Exchauges

23 Gross sales

28 Giross sitles

A Giross purchises

1995
Type of bimsaction 1992 1994 1904
and matnty - -
M Apr May June July Aug. Sept.
ULS TREASURY STCURTHES
Outright transactions (excludimg matched
Dansactions)
Freasury bills
[ Gross puichases. L 1:4,714 17.717 17,484 0 0 {] 4,470 §] 433 409
2 Giross sales 1,628 0 4] 0 0 Q0 0 {
3 Exchanges .. 0 . o oo 308,699 332,229 376,277 30,449 11983 31,663 42,983 25,213 39,195 30,333
b Redemptions oo 0 o 1,600 0 0 O 0 0 4] 0 [¢] 0
Others within one yea
5 Gross puchases., 1.to 1.223 1,238 0 0O [§] 0 0 0 0
O Gross sates, 0 0 0 [¢] ] 0 0 0 0 0
Maturity shilts 16,002 31,368 0 4,802 2,993 7174 2,177 2,003 8717 1)
30,543 36,582 21,444 2,090 0 7474 - 1,492 5602 7805 0
9 Redemptions . 0 0 0 0 370 0 0 300 (4] 0
One to hive years
1) Gross puichases. . e L 13,118 10,350 9,168 0 2,549 0O 4] 0 0 100
[l Gross sules P e [}l 4] 0 0 4] 0 0 0 0 0
12 Matunty shilts ... o 0 oo - J4478 27,140 6,004 4,802 477 6,094 2,177 2,063 7873 0
13 Exchanges .00 . C e 25811 {0 17,801 1,050 4] 5,374 1,392 562 4,905 0
Five o ten yeurs
14 Giross putchases, L0 L PR 2818 4,108 3818 ) 839 0 0 0 { 0
15 Gross sales G e . o 0 [¢] 0 0 ] ] Q 0 0 ]
16 Matunity shilts Lo 1,915 4] 3,145 (} 2516 [.248 4] 0 319 ]
17 bachanges ..o o000 L 1,542 o 2,903 [ROTH] 4] 2,000 0 0 1800 0O
Mane than ten years
1% Gross purclases L 0 o0 L 2383 3457 3,606 0 1,138 ) 0 4] 0 100
19 Gross sades, o 1] 0 0 0 0 0 0 Q 0 0
200 Matury shitts 209 4] 918 Q0 O 1,728 0 4] 525 0
21 Fxchanges 00000 . e 1,200 0 775 [§] 0 0 O 8] 1,100 0
Atl matunties
22 Gross puichases o 0 L 34,079 36,915 35,314 0 4.520 0 4470 0 433 609
P 1,628 0 [¢] i} 43 y) 4] 0 QO Q0
2 Redemptions oL L 1,600 767 2,337 ) 170 0] ¢} 300 ¢} [§]
Muatched transacrions
2§ Cnoss puichases oo . D 1RO 40 | 1475941 1,700,836 168,800 148,306 155,027 170,083 166,674 179,130 195,830
26 Grosssales o0 o000 LAB2AOT | 1 475,085 1,701,309 170,724 147,610 153,534 171,959 163,490 185,270 198,587
Repiochase agreements
27 Gross puichases oo 0 378,374 475,447 309,270 22,070 36,414 15,158 40,989 8,527 4,130 43,280
380,25/ 470,723 311,898 16477 39,157 34,377 28,196 24851 1,078 39,896
Net change o ULS, ‘Treastiry secuntics, ., . . 20,612 41,729 29,882 3,660 20044 2,274 15,387 13,141 2,651 1,241
FIDERAL AGINCY OBIGATIONS
Outright namacnom
. [N i} o 4] [} 4} 0 Q) o 1] 0
Al Gross sales L0 e 0 0 ¢} ] 4] 0 Q0 0 0 0
32 Redemptions L L 632 774 1,002 83 20 30 262 333 122 46
Repurchase agreements
33 Gross purchases . o0 L 0 L A 14,505 35,063 52,690 4,920 4,415 6,155 1,941 711 1,610 1434
34 Choss sales N PR |4, 486 34,608 52,696 3,821 5,020 5,955 2,180 1,172 1LsLo 1,459
35 Net clange m tederad agency obligations . 554 380 1,002 1.022 625 170 501 704 22 71
30 Total net change in System Open Market Account | 20,089 40,348 28,880 4,691 1,379 2,444 14,886 —13,935 —2,673 1,170

I Sales, sedemptions, and ne
Accounts all other fipures merease such obdings.

ative fgaoes ieduce holdmps of the System Open Matket




Federal Reserve Banks Al

£18  FEDERAL RESERVE BANKS  Condition and Federal Reserve Note Statements!

Millious of dollars

Wednesdiy Fnd ot montly
Account 1995 1995
Sept. 27 Oct. <4 Oct. 1 Oct. (8 et 25 Auy 3 Sept. W Ot 31
Consolidated condition statement
ASSILS r
I Gold certihicate account 11,051 11,051 11,051 11,051 FLOST 1,053 11,05t 11031
2 Spectal diawing rights (Llll“LAIlL uuuunl . . 10,168 10,168 10,168 10,168 10,168 10,518 10,168 1,168
3 Com ... . Coeeo . 405 421 429 451 459 RICD] 135 460
Loans
4 lo depositny instiations . 340 247 1,059 222 206 209 421 124
SOther oo . ¢ 0 0 4] 0 8] 0 §]
O Acceptances held undes wepirelase agieements . QO Q 0 0 i Q i 0
Federal agency obligations
7 Bought outight .. .. . ..., e .. 2895 2,895 2895 2898 2812 2,941 2 895 2812
8 Held under repurchase .wl“lll\llls Ce RN 150 0 {4 00 975 100 75 210
9 Total US, Treasury seenrities. . . . . ... .. 376,139 374,344 377,260 375,002 377,953 J72.873 374,114 33517
10 Bought outtight” ..., .. . L 369,652 178,264 372,427 370,980 370,174 369818 367,609 31,027
It Rills . ... . (79,0016 180,688 181,851 180,884 180,082 179,41 177,003 181,136
12 Notes 147,904 147,904 147,904 47,48 147,418 147,801 147,904 147,418
13 Bonds. ... . . . . 42,6748 42,673 12,673 42,6173 42,673 42,5713 42,673 42,673
14 Ttedd under tepuchase ‘\Hum\ms .. e 0,487 3,080 4,833 4002 7,780 3,055 0445 2.200
15 “Total loans and securities ... P 379,524 377,476 381,214 378,608 382,030 376,183 377,505 376,663
16 ftems 1 process of collection L, BN 5,594 6,230 Y782 5408 5,009 3929 3,978 8,018
t7 Bank premises PR Coeeeo o 1,12 1114 L7 INEE (140 1,007 1114 1139
Other avsets
18 Denonimated i foreipn Cunencres! e e . 21,405 21,659 20,817 21,319 21,3400 21473 21,054 21,376
19 Allother' ... . e e R 9,599 9,476 PR 9,900 10,528 8,948 0,814 9870
20 Total assets . . ... N 438,458 437,600 444,906 438,094 441,787 433,580 435,717 438,748
LAABLLEIES
21 Federal Reserve notes L. e e R 287,204 388,763 0o, 718 389,458 IRE. 478 387,087 186,204 88,719
22 “Total deposits ... .. - L N .. 34,323 30,610 33,475 30,894 35,812 RIURITD 32,585 29911
23 Deposdoty msttutions. AT Lo 37,269 RANIT RYR YA 24072 29,881 25,080 23,432 22084
24 US Treaswy  Geoeralb account, L I 6,553 5,779 5,002 5710 5,430 4.767 8,620 T8
25 Poreipn Officral accouats .., . R ' 170 ) 162 209 166 201 VA
20 Other . o oo e L e 131 3514 40 49 326 208 332 375
27 Delened aedittems o000 oL 0 L 4,608 So031L l_?{ 5,180 871 38139 3,781 TO0
28 Other labilites and acciued dividends>, L P 4,623 4423 4 38 4,270 1 425 4,607 1,617 432
29 Total liabilities ... ..., P - . e 430,818 429,227 436,702 429,802 433,489 426,839 427,247 RISV
CAPITAL ACCOUNLS
30 Capital puid w0 oL sl e o 3,018 1917 3,022 1023 3,924 2910 3,015 3,923
31 Suiplus S . S e 3017 3,074 3,6R3 3,083 1,083 2,832 3,624 1,683
12 Other capital accounts ... Lo N 505 782 (%] ORG [ 0 931 (034
13 Total liahilitics and capital accounts, Lo . 438,858 437,600 444,966 438,094 441,787 433,580 435,717 438,748
MEMO
3 Marketable ULS, ety seeunties beld mcustdy o
forcign and internatonal accounts | Lo . 470,340 484,600 485,542 481,030 82,802 479,521 484,601 ABROLY
tederal Reserve note statement
35 Vederal Reserve notes outstanding Qssucd o Baonks) oo L, A12.233 473,758 475,149 ‘l 477908 480,298 ‘| 370,405 472874 482,369
36 Less: Held by Fedeal Reserve Banks o . .. B5,029 §4.995 B4 R&,510 91,920 B2 M8 0,611 93,0654
37 TLederal Reserve notes, net L, e RN 387,204 188,703 300,71% 389,458 188,378 387,087 186,208 IR, 715
Collateral held against notes, net
38 Gold cartificate account .., . PN 140581 L0581 1LDSI 11,05 1091 11,053 11,051 11,051
39 Special diawing nghts certilicate .nmunl S . 10,1068 {0,168 1, [0k 10,108 10,108 10,518 L 108 10,168
40 Other cligible assets L . N . 0 0 0 [¢] 0 4] O
41 US. Treasty and agency \uuum\ RPN P 365,989 167,544 369,499 308,230 367,199 366,417 365,044 367,496
42 otk collateral . . ... RPN T 387,204 388,763 390,718 39,458 388,378 IR7,987 386,263 IR, 715
1. Some of the dista n s table also appear i e Boads Hd | (503) weekly statisticat Valued nonthly at macket exchange rates,
setease. For ordermg addiess, see mside tront covel 4, Includes speetal investiment account at the Federal Reserve Bank ol Chicago iy Ticasury
2, lochudes seewities loaned  (ully puaanteed by US freasury seeunitios pledgped with Dalls matiting within ninety days.
Federal Reserve Banks  and excludes seaurities sold and schedualed to e bought back under 3. Includes exchange-tansfation account etlecting e monthly sevabiation: at matket

nutchied sade purchase tansactions exchange rates of forergn exchange commitments
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1,19 FEDERAIL RESERVE BANKS  Matutity Distribution ot Loan and Security Holding

Millions of doltars

Wednesday Fad of month
Type of holdig and matunty 1995 1995

Sept. 27 Qct. 4 Oct. 11 Oct. 18 Oct, 25 Aug 131 Sept. 30 Oct. 3

| Total leans .. ... ... ... .. F 340 237 1,059 222 296 299 421 124

2 Wathin fitteen days' . . oo G 300 50 877 197 270 262 273 48

3 Sixteen days to ninely days P . 5 187 182 24 20 37 149 76

4 ‘Totab US, Treasury securities .. ..., . L 376,139 374,344 377,260 375,092 377,953 369,818 367,669 371,227
5 Within fifteen (luyxl ,,,,,,, . e 17,507 20,071 10,232 18,124 2,243 2,045 11,078

6 Sixteen days to mnety days ... 89,3183 80,243 90,792 90,561 86,045 92,851 88,044

7 Ninety-one days to one year. .. ... .. 120,568 120,056 114,553 118,753 129,603 120,681 121873

8 One yeal o live yeas. .. e e 85,208 85,268 84,893 4,803 85,770 85,870 84,610

9 Five yems wien yems ... L FE NN 29992 29992 29,992 29,992 29992 29,992 29,992 29,992

1 More than ten yems RN PPN . 35,630 35630 35,630 35,630 35.630 15,530 35,630 35,630
{1 Total federal agency obligations . ... ... N 3,045 2,898 2,804 3,295 787 2,941 2,895 2,812
12 Withm Dfteen days' . . ... L 335 0 81 607 1.099 265 83 224
13 Sixteen days o nimety days ... o 747 987 904 780 780 0658 747 680)
14 Ninety-one days to one yew . P I 431 376 476 476 538 419 431 538
1S One yea to hve yems ... . e . 1,081 1,081 o) Y¥1 918 1,098 1081 Y18
16 Tave yeas 1o 1en yeats L e B 427 427 427 427 427 417 427 427
17 Mote than ten yess, ..., N . 25 25 25 25 25 25 25 25

1. Holdings under sepurchase agieements aie classiied as matunmg withn fifteen days m NOIE. Total acceptances data have been deleted from thus table because data ane no longer

acemdance with maxtoum maturty of the agreements, avatlable,
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120 AGGREGATE RESIERVES OF DEPOSITORY INSTITUTIONS AND MONISTARY BASE!
Billions of dollars, averages of daily figues
1995
e 1991 1992 1993 1994 o o _ . o
o Dee e, e, bee
J J J M Ap May June July Augp Sept (et
Seasonally adjusted
ADIUSTI D FOR R
CHANGES IN RISFRVE REQUIRI MENTS [ D r - - I R - B - -
I Tolal teserves' .o 45 54 54,35 60 50 59 Wl 58.95 5790 ST 6 5735 5760 IR S0 82
2 Nonborrowed llelVL\‘ . 4534 N 23 6.4 5914 S8 48 5785 5761 57.08 57,28 5109 S0 5%
3 Nonbortowed weserves plus extended credit® | 45 34 54,01 6042 SO 1 3K 48 57 8% Y6l 57108 8708 57.09 50,58
4 Requued eserves .00 0 L o L 44 560 53.20 59,44 S8 17 81716 57.20 S0 Bl 590 19 50 57 5012 ARWAY
5 Monctary base® L 11743 151,12 RO.60 | B2 12535 | DRIV 43069 | 429 76 | 429.060 HH.X() dA129 [ 2
Mot seasonally adjusted
6 Total tesetves” L 4698 50,06 62,37 6l 13 5100 58.91 5042 57 13 57.49 S0.93 | 5129 56.54
7 Nonbouowed weserves 0 46,78 §55.93 62 29 6000 57.55 SR8 50 6k 56 85 57.12 50.65 57.01 36,30
8 Nonbouowed reserves plus \\luuln d cedit’ 46,78 55,93 62,29 60,92 57.55 S8.82 56 0% 596 85 5712 30,065 5701 36,30
Y Requited estryes®. 46 00 5190 ) 6141 59 96 50,83 5818 1 5508 56,16 5640 5505 | 5644 35.46
1) Monetary base” o .07 154,55 390 39 42251 42327 428,14 424 20 430 20 3130 ASLOR | A81.62" | 3857
NOT ADIUSTED FOR
CHANGES IN RISFRVE REQUIRI MENT 8™

t1 Total seserves!! A 55.53 50,54 02 80 6l 34 57.58 SK.8/ 30,76 5701 VRS 56 %) 5716 S6.40
12 Nonbonowed aeserves + 0 o0 oo 55 34 56,42 62,78 0114 57.51 58.70 50.01 50,77 5702 56 54 56 KR S60.05
13 Nonborowed 1eserves ]1luw I xlunlui aedd’.L L 55.34 50,42 6278 61.1% 57.51 58,70 56 61 N6 TS 57.02 50.544 560,88 LS
14 Requned eseves L . (RS 55,39 G1.80 of), } / 56.79 58,12 35 KK 40 O) 56 40 45.83 56 21 35,32
15 Monctuy base!, L. 133,61 36090 307.62 | 4 42750 | 43279 | 433A7 | d43a 97 | B35S0 | 43559 | 436.20' | 436,33
16 Lixcess qeseives't 0 L 9% 110 1.06 I. ]7 79 75 8 6 1.09 R DAY 1.08
17 Bonowings from the Federal ]\t\l Ve L 19 N 08 21 0/ RE 18 2 37 28 28 25

1. Latest monthly and biweekly lipures are avinlable Lo the Board's FLY (50.2) weekly
statistical release. Historeal data starting - 1959 and estimates ot the ellect on requoed
teserves of dunges inreserve requiements e available frion the Money and Reserves
Ihojectans Section, Division of Monetary Attans, Board of Governors ol the Federal Reserve
System, Washmgton, DC 20551

2. Figwes reflect adjustinents for discontinities, or
clanges weserve tequuements, (See also table 110}

3. Seasonally adjusted, reak-adqusted total 1eserves equal seasonally adjusted, break
acdpusted requied teserves (Ime 4y phis excess weserves (e 16)

4. Seasonally adjusted, ek adjusted nonbortowed reserves cqual seasonally adjusted,
break-adjusted total rescrves (e 1) less total bornrowings ol depository nstituthons trom the
Lederal Reserve (hine 17),

5. Lxtended credit consists of botrowmg at the descomt window under the (eras and
condittons ostablished far the extended credit progrun to help depository institutions deal
with sustamed hquidity pressutes Because there s not the same nieed 1o aepay such
bonowmg promptly as with tadiional short-terny adjustment credit, the money maket etiect
of extended credit s simila to that of nonbonowed reseves

6. e seasonally adjusted, break-adjusted monetary base cansests ot (1) seasonally
adqusted, beak-adjusted total teserves (e 1), plius (2) e seasonally adjusted cursency
component of the money stock, plus (3) (o all quaterly repotters on the *Report of
Trnsaction Accounts, Other Depasits and Vault Cash™ and {on all those weekly wepartens
whose vault cash exceeds thein required reserves) the seasonally wdjusted, bicak adjusted
(hfterence between current vault cash and the amount applied 1o satisfy cunent 1eserve
Tequitenents,

7. Bicak-adjusted total weserves equal bieak-adjusted vegired teserves (line 9) plus excess
1eserves (Lue 16),

“hreahs,” associated with wegulatory

8. o adpst equued reserves lor discontminties that ae due o seputatory changes m
teserve sequirements, a mubtiphicative procedue s used o estimate what 1equned 1eserves
would have been i past penods had current reserve requurements been i effect, Bieak-
adpusted requied reserves miclude requined reserves agamst ansactons deposits and noage
somal time and savings depostts (but notreservable nondeposit abilities)

The break-adyusted monetary base equals (1) break adjusted ol seseoves (ine 61, plus
(2) the (unacjusted) cunency component of the money stock, plus (31 dor all quartesly
weporters on the “Report ol Tramsaction Accounts, Other Deposits and Vault Cash® andd tor all
those weekly reporters whose vault casly exceeds then seguned eserves) the break adjusted
difterence between cunent vault cash and the amount applied te satisty carent eseive
1equenents,

10 Refleets actual reserve tequiemnents, inchudhng thuse on nondeposit habihties, with no
adjustients 1o elimmate the eftects of discontimuities associated with repuliatory chames in
ICSCEVE TequITeInents,

1L Reserve balances with Federal Reserve Banks plus valt cash used 1o satisly 1eserve
equuenients

12 The monctary dase, not break-adpested wikk not seasonally adjusted, cansists ol (1) total
rescrves (hae 11, plas (2) wequited cleanmg balances and adjostments 1w compensate Jor float
at Federal Resetve Banks, plus (3) the cuniency component of the money stock, plus (4) (toy
all quanterly seporters on the “Repott of Transaction: Accounts, Other Depostts and Vault

Castt” i tor all those weekly 1epotters whose vault cash exeeeds thei wequinell ieserves) the

difference between cunient vault casli and the wnount applied to sati cuteent reserve
requienients, Since the itoduction ot contemporancous rescrve lL(|llIlLll\AIl(\ w Feluary
1984, cunreney awd valt cash fipaies have been measimed over the computation periods
ending on Mondays.

14 Unadjusted total reserves (e 11 less unadjusted eguired teserves (e 14)
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1.22 DEPOSIT INTEREST RATLS AND AMOUNTS OUTSTANDING  Commercial and BlF-insured saving banks'

1995
Ie 1993 1994 _ _
fem Dee! Dec
Feb. Ma Apt May June July Aug, Sept,' Oct,
Taterest rates (annuad eltective yicldx)'
INSURE D COMMERCIAL BANKS
I Negotiable mder ot withdiawal accounts ... . 1.86 196 201 200 1.95 1.96 .94 1 9t 193 .04 1.93
2 Savings dqmuls' ....................... . 246 291 304 34 117 3.20 119 315 312 114 3
Interest-bearing ume deposits with balances of
less than 100,000, by matw iy
37 0 91 days e . 2.65 181 419 4,24 428 4.28 4.19 17 410 410 4.1
4 92 10 182 days S 201 444 4814 497 4.94 4.93 481 477 4.77 4.7 4.75
S 183 days ta i yed . e e . 343 S42 557 5.60 5.60 5.49 5.2 518 515 5.4 5.8
6 Muoe than | year 1o 214 ytuu\ L . RINN 574 012 0.12 6.05 5%3 5.583 5.48 519 5.32 5.31
7 Mote than 2VA yews . ... BTN 428 0,30 652 645 60.37 o1 579 562 5.63 5.60 5.56
BIF-INSURFD SAVINGS HANKS‘l
8 Negotiable order of withdrawal accounts ..o 1.8/ 1.95 204 1.99 1 99 2.00 1.98 1.96 1 98 1.98 1,97
9 Savings deposits’ o0 0L 0 Lol0 2.03 2.8% 295 A 293 295 297 297 298 2960 2.97
Interest-bearing nme deposits with halunces of
fess than $100.000, by mann ity
10 7to 91 days . .. . . .. . 281 .80 417 +4.21 418 4,24 4.24 4.28 4.34 4.29 4,34
1192 to 182 days 3.02 489 533 537 5.38 5.31 5.22 516 5.12 S.08 5.07
12 183 days to b yem L e 3 592 594 504 5.87 583 5.01 5.47 5.45 535 532
13 Mote than | year to 214 ymn ,,,,,,,,,, . 367 6.00 6.37 632 625 6.08 578 5.602 5.60 5.51 3.51
14 Mote than 22 years . o 462 043 675 6,08 0.59 6,32 5.98 582 578 5.74 570
Arounts autstanching Gunllions of dotliss)
INSURID COMMERCIAL BANKS
15 Negotiable aorder of withdiawal accounts ... 308,237 303,724 290,188 92K101 286,987 274,281 274,573 271,717 266,715 253174 258,097
16 Savings deposits . 767,035 734,519 714,955 713440 6Y8.963 T14,989 718,393 723,302 733,011 744,839 746,419
17 Pesomab L. . . e 598,276 578,459 564,877 504,080 550,674 50(1,563 563,795 567,624 572916 584,239 580,044
18 Nonperonal 0 oo Lo ] 108750 156,060 150,078 149,354 148,289 154,426 154,599 155,678 160,096 160,600 160,375
Interest-hearing time deposits with balances of
levs than 3100000, by mat ity
19 7wl days .0 o0 oo 29,362 12378 3,777 §1,623 31,530 31472 32,140 32,950 0,722 29,804 29,809
200 92 to 182 days . 109,050 95,901 98,248 95,583 94,368 93,188 91,999 91,347 89,896 92,220 93,792
20 183 daysto Lyear .. o000 L0 o 145,386 161,831 169,103 176,657 179,625 184,560 187,185 186,716 187,141 189,338 187,697
22 Moe than 1 year to 214 . A 139,781° 162,486 176,877 (83,275 189,052 194,963 198,541 201,701 203,406 203,548 208,400
23 Mae than 2V2 years L. C e e 180.461" 190,897 191,384 194,722 194,426 192,542 195,024 194,500 199,944 200,182 199,101
24 [RA and Keogh plan deposits . S R ECAORE (43,428 145,040 145,959 146,679 140,842 148,894 144,878 149,320 149,570 150,328
BH-INSURED SAVINGS ”A»\NKQt
25 Negotiable “IdL‘I‘\)f withdiawal accounts .. .. [ARCIS 11,317 10,950 1,218 11,005 11,019 11,354 11,202 11,104 11,408 11,329
26 Savings deposits” . oo o 80,370 70,642 69,982 68,595 67,453 67,322 67,185 66,706 66,776 69,752 69,755
27 Personal ... Lo e e 77,26 67,073 67,144 05,692 04,204 64,484 63,960 63,524 63,483 66,403 66,316
28 Nonpewrsomal ... .. ... . . L L1y 2,969 2,837 2,902 3,248 2,838 3,219 3182 3,203 3,349 3,439
Interest-bearing time deposits with balances of
less than $100.000, by matio 1y
20 Tto 9l days ... .. 2,740' 2,160 2,086 1943 1,780 1 885 1,567 1,744 1,873 1,739 1,779
30 92 to 182 days ., 12,974 11,794 11,953 11,707 11,245 11,449 11,025 11,131 1,183 11,258 11,298
31 183 days 1o 1 yean .. 17,469 18,753 19,979 20,277 21,051 20,956 21,702 22,157 22,488 24,437 25,184
32 Mote than 1 year to 212 . 16,584 17,842 21,870 22,648 23,445 24,014 24,658 25,141 25,296 27,825 27,937
33 Mote than 2V2 yewms oo 20,501 21,600 22,275 22,446 22,671 22819 22,935 22,930 22,780 23,351 23,600
34 IRA and Keogh plan accounts. ., ..., N w791 19,325 20,009 20,221 H)384 20,236 20,499 20,568 20,531 21,913 21,892
L. BIF, Bank Insutance Fund Datain this table also appeat mthe Board’s H.o (508) 2. As of October 31, 1994, mterest tate data for NOW accounts and savings deposits
Specral Supplementary ‘Table monthly statistical release. For ordenng addiess, see mside teflect aseries break caused by a change in the survey used to colleet these data.
front cover, Bstimates e based on data collected by the Federal Reserve System hom a 3. Includes personal and nonpersonal money matket deposits,
stratitied vandom sample of about 425 commerctal banks and 75 savings banks on the last day 4. Includes both mutual and federal suvings banks,

of cach month. Data are not seasomally adpusted and indlude TRA and Keogh deposits and
forcign cunency-denominated deposits, Data exclude tetail iepurchase agieements and depos-
ws hield m ULS. branchies and agencies of {oreign banks,
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Debits are in billions of dollars; tnover is tatio ol debits o deposits; monthly data are at annual rates

—

1995

At } May' June!

423,204,5
207,5%871.7
205,676.7

4,230.4
4,022.4

413,088.5
208,340t
209,746.3

4,005 4
44185

905 5
37802
SO7 1

July!

301,048.2
197,712.2
194,330.1

15910
40181

407,358 0
206,835.9
200,522.1

4,236 1
17182

887.8
4,970.9
480 0

5.5
0.5

Rank proup, or type ot deposit 1992 1993’ 1994 i S
J Mau.
Drins Seasanally adpusted

Demand deposits
1 All inswied baks ..., - 313,12%.1 334,784.1 369,029.1 93,3254 367,828 2
2 Major New Yok ly Dtk o 165,447.7 171,224.3 101, 168.8 197,666 4 185,842 4
3 Other banks. ..o . e 147,680.4 163,559.7 177,860.3 195,659.0 181, 9810
4 Other checkable qulusns ...... . 3,780 14815 3,798.0 4,044,494 §,707.7
5 Savings deposits (including MMDAS) L 1,309.1 1,497.4 3,760.3 38893 14,5654

DEPOSH TURNOVI R

Demand (vamm
O Allwswed banks o000 o0 RS9 7859 R17.4 880.4 817.2
7 Major New Yok City l).mk\ e 1,793.8 4,198.1 441815 4,754.1 4,8548.%
R Other banks. ..o . 4787 426 13501 4829 444.0
9 Other checkable th,]l()\ll\ e 144 1.9 12.6 139 12.7
10 Savings deposils (meluding 8 VIMI)/\\J\ . +7 4.0 4.9 5.4 5.0

DEBIS Not seasonally adjusted
e e
Demand deposin’ ﬂ‘
LT AlLiswed banks o0 oo HERGIT 334,899.2 69,1218 A2 1971 162,784/
12 Mijor New York City anks . 165,595 0 171,283.5 191,226.0" 200,255.5 [80,169 1
13 Other banks . ... . 147,749.9 164,615.7 177,805.7 202,941,061 1826156
[4 Other checkalde thp«mls ........ : . 3,/83.0 14817 3,795.6 4,083.4" 101K
15 Savings deposits (meludimg MMDAS) 0 33000 34983 3,764.4 3,989.3 3,208
DEPOSEL TURNOVI R

Demand deposins'
16 ALl inswed banks ... S 8J0.( 780.1 RIH 946.4 K09.%
17 Major New Yok City Innk\ . 4,803.5 41979 4.400,3 S5.145.1 4,459.5
I8 Other banks. ..o i 4288 424.8 4353 539 44560
19 Other checkable deposits' P 144 1LY 12.6 140 (R
20 Savings deposits (including MMDAS) . 4.7 4.6 49 5.0 52

12,7620
207.259.8
205,502.2

40701
3.982.3

936.5
5,095.1
S1L0

t4.5
5.0

425,601.0
200,349 5
216,2515

41208
45214

945.2
S.0870
529 1

150
62

90,2211
196,873 1
104,348.0

3,5227
4,086.1

¥48.0
1.0658.7
462,/

12y
5.0

4218427
213958 6
207,884,

4,203.2
47829

930.6
5,343.0
306.6

15.6
0.5

1. Histarical tables containmy revised data Loy cacher periods can be obtained from the
Publications Section, Division of Suppoit Services, Bowd of Governors ol the Federal
Reserve System, Washinglon, DC 20551,

Data m this table also appein mthe Board™s G 6 (106) monthly staustical 1elease, ot
orddenng address, see mside front cover,

2. Amnual avaages of monthly figwes,

3. Represents accounts of individuals, partnerships, and corporations and of states and
political subdivisions

4. As of January 1994, other cheekable deposits (OCDS), previously defined as autonatic
tanster o demand deposits (ATSs) and negotiable order of withdiawal (NOW) accounts,

were expanded 1o include telephone and  preanthorized tanster accounts

redetined OCDS Tor debits data to be consistent wath OCDs for deposits data,
5. Money inatket deposit accounts.

This change
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26 ASSETS AND LIABILITIES OF COMMERCIAL BANKS'

N

o
%

2y
30

32
ER]
3t
35
30

3y

Monthly averages Wednesday figures
Account 1994 1995 1998
Oct! A May huine July Aug, Sept. Oct, Oct, 4 Oct 11 Oct 18 Ot 25
ALL COMMIRCIA Sciortully adjusted
BANKING INSTHIUTIONS
—
Avsets
Bank credit. . . o0 oo o 3,295.4 34561 18344 34990 35162 35313 39522 35550 35478 15520 3,550.5 35618
Secunties in bank credit ., DIA OR(L8 976.7 9734 9614 9715 9771 9758 9784 975.1 9729 9810
UN. povernment sectnties 704 708 37 7.5 7050 7103 v FARA 7ML7 7128 Y 746
Other secuwmties . .o L 2240 2/ 2030 2619 2585 201.2 2094 2632 2007 2624 2630 2604
Loans and leases in bank credit? 23300 2478 250607 25256 25518 28598 25752 25M.2 2569.5 25769 2,571.6 2,580 8
Commercral and industrial | 6328 o811 0689 1 (D] 674 HuR 7 TR 6 RS 7010 7019 7018 T4 3
Real estate . 0 0 0 L 980 | £037.0 2.0 LOS16 10020 10078 10717 1LOM4.3 107244 1,075.1 10739 1074 6
Revalving home equity T4 705 712 776 R0 784 7 R8T 78S 787 786 788
Oher oo o o PIENG) Rl ins HO5.5 9740 9840 9894 Y30 905.6 94339 990.4 995.3 Y059
Consutner . 2 4782 J730 8L BREIN| 486 3 R4 4891 JRB0 4893 489.2 489.2
Secunity®. oL A TS NS 91 894 LOR] B0 871 817 821 R3S 887 841
et 1965 076 20 2140 214 2223 2216 2276 ROAYY] 2271 2209 2287
hiterbank loans®. ... 16-H0 8.2 1850 1871 19-1.7 1.7 1985 199.5 1905 194.2 A6
Casly assets’ 208 Y 208.7 2108 213 2042 2089 2124 2208 2178 1949 2247
Other assets? 220, 0.2 2252 254 258 5.6 2300 2290 2307 REON 2272
Totad assets’ ..o REAIRS U143 475 +065.9 41039 4,108 41334 4,147.4 4,132.2 4,150.7 41159 4,166.7
Fiabrltties
Deposits .oy o 25204 25517 2507 3 2,584 5 20085 20140 2028.1 206428 20353 20481 20189 26535
Transaction. ... BO46 T88.0 7851 812 7934 7849 T84 T8O0 7173 790.2 7885 TR K
Nontiansaction . . 17207 1,766.1 [,782.0 (8033 1.815.1 1.829.8 1845.7 1,.8062.8 [R.SHXY) 1.857.9 1.800.4 18687
Large tme . IS4 KO 3929 3959 A0 4173 4140 4233 4205 4190 4047 424.0
Other B 13008 13775 1,389.2 L0744 14143 14225 14317 14830.6 11375 143849 14357 1417
Bortowmgs ... o0 oL S840 0824 O8R.0 676.1 6912 0716 6760 o741 6775 672.6 067 | 0824
From banks an the U, 16S.1 1861 187.6 1876 2015 1970 2007 2186 1925 2047 2003 2194
From nonbanks w the TS, L RIERY 4962 5009 +HK8.5 480.7 4746 475.8 085 4849 46749 4658 4030
Net due to refuted foreign offices 2149 28 239 244 8 2404 ME0 25349 259.2 249,34 248.7 2570 2694
Othier abilites? 1788 JIR2 2139 2127 2009 2005 2156 2018 2087 2047 2139 2100
Totad liabilities ... ... 3,504.0 J.689.9 377 3718.1 37400 37408 37737 J788.0 3,770.7 37840 3,756.8 38152
Residual (assets fess abihesy? L 3278 324 1379 7.8 3548 360.0 38497 3504 3614 30660.7 sl 3514
Not seasonilly adjusted
Assens
Bank credit | . . 3,205 5 30575 14751 AR AR 35081 35214 35473 35534 35431 3,546 31,5523
Secunties i hank credit 963 ) 9874 980 9742 PR 969.0 Y7126 9735 Y737 9720 971 8
ULS. government secunities 7198 7151 7128 T2 021 7010 4 7002 7109 7101 7
Other seewnties . . 233 2728 2052 2630 2579 2580 2012 2023 2628 2619 2621
Loans and leases n bank ciedit? 23304 REYANI 24971 25211 25481 5524 2516 2,519 2509.4 25744 2,580,5
Conmercral and mdustial 6300 0850 092.2 6939 096.7 0953 OORR 00 00 HUB.S 0994
Real estate o UE8.7 10328 LIHEO 10514 LOGLY 1.067.1 1.073.0 10770 1074.8 10784 10769
Revolving home equity 751 60 770 777 TR0 K5 M1 ™ 792 9.3 ™3
Othey e 9136 9568 Y63 9737 Y83 8RO 9939 997.6 9987 998K 976
Consumer ... 2 HOR.0 4715 +475.5 J788 485.8 4904 4801 H¥8.4 4884 480.3
Secunty? . - - 741 793 8310 859 K39 315 854 841 773 813 86.4
Dther o0 L Lo oo 7.7 20145 208.0 214.0 D218 2226 271 2287 2290 2281 IS
Interbank foans? 1622 1798 1794 18 | 1906 1870 1919 1979 1903 1994 1913
CashassetsY . L 0 o0 L 2003 2050 208.3 RSN 2011 200 3 2139 2209 2038 2193 205.2
Other assets® 2220 224 2244 2240 2254 274 2405 2108 2348 2310 2284
Total assets’ ... L e 3326 HIKIS.0 $030.4 +056.1 4HU173.5 4,080.2 4,126.5 4,146.6 4,125.3 4,159.7 4,122.5 4,129.9
Fiabilitics
Depostis .. oo Lo Lo L 25219 25507 25810 25994 26005 20249 26384 20426 26603 20183 26004
Transaction . 8oL Y 7035 77560 7841 TOR 8 76 7717 7843 8007 760.8 7499
Nontansiaction 17200 17642 18000 18153 18317 18449 1.860.7 1.858.2 1,859.0 18575 1,859.5
Targe tuoe . 1528 7.2 8.4 0.2 HO8.0 4139 +21.0 4190 172 205 4221
Other L3672 £.3/70 L0760 14151 14237 14309 14390 14392 14423 14359 14374
Bonownigs . oo 5919 603 3 GR3 | 6921 080.6 686.0 0814 O8 1.t 6824 680G 677 1
Frotn baks nythe US 163.2 1825 1875 197.8 194.8 198.7 2031 195.6 M7 198.6 2061
Irom nonhanks m the US . 287 ARE 56 EOAR] 4858 487.3 4783 4839 477.6 4814 4711
Net due to related foregn oftices . L 20107 2370 2389 230 2432 2475 2584 2396 2479 2583 2760
Other labihites?, . 1807 2132 2080 201.2 2038 215.2 2135 20009 2149 2138 2016
Total liabilities 3,509.1 36714 3,689.9 37116 3,726.6 RNAS] 37732 37917 37732 38055 3,767.3 37741
Restdual (assets less abilwesy? 1215 130.0 3405 RN 309 s50.2 3534 3519 3521 3543 355.2 3558

I ootnotes appear on last page.
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1.26 ASSETS AND LIABILITIES OF COMMERCIAL BANKS'—Continued

Billions of dollars

Monthly averages Wednesday tigures
Account 1994 1995" 1995
Oct. Apr. May June July Aug. Sept. Oct. Oct. 4 Oct. 1t Oct. 18 Oct. 25

DOMESTICALLY CHARTERED

Seasonally adjusted
COMMERCIAL BANKS y adj

Assets
57 Bank credit 29444 3057.1 30817 3.09.1 3106 34238 31391 31464 3.1364 3,145.1 31413 31525
58  Securities in bank ¢ 8782 862.6 860.2 858.5 8494 8526 857.3 856.6 8579 856.7 852.5 861.1
59 U.S. governmen securities . 675.1 645.5 6470 6470 641.6 643.2 6433 648.5 6473 6499 646.1 650.6
60 Other securities ........ 203.4 2171 2034 2116 27.8 2094 2139 208.1 2106 2069 2064 2106
61 Loans and leases in bank credit® . 2,066 21945 22215 22406 2261.2 22712 22819 22898 22785 22884 22887 22913
62 Commercial and industrial . 4736 5105 5166 5190 5236 5246 5268 5293 5270 528.1 5217 5298
63 Realestate .............. 9448 9979 10043 10134 10247 1,0309 1.035.2 10374 1,035.3 10379 10368 10379
64 Revolving home cquity . ... .. 744 76.5 772 776 780 784 78.7 787 785 .7 78.6 788
65 Other ................ .. 8704 9214 9271 935.8 946.7 9525 956.5 958.7 956.8 959.3 9582 959.1
66 Consumer . . 441.2 4712 4730 478.1 481.1 486.3 4892 489.1 4880 489.3 489.2 489.2
455 455 540 554 521 504 508 504 472 502 507 504
161.0 1694 1736 1746 179.7 179.1 1799 1836 1809 1829 184.3 184.1
1394 1579 160.6 164.4 172.8 165.2 168.1 1680 163.8 171.2 1664 1740
185.2 182.5 182.6 184.5 1875 1827 i87.1 194.1 191.6 2015 1743 1984
166.5 1734 170.6 170.3 1725 1720 1742 1755 1800 1738 174.1 175

33788 35140 35387 3,561.3 3.586.3 3.586.9 36119 36215 36153 36350 35993 36434

Liabilities
T3 Deposits .. oo 23712 23986 24095 24242 24475 24483 24573 2468.1 24610 24740 24438 24783
74 Transaction. . . .. 7947 7787 7159 M9 7840 7755 7734 709 768.6 7809 749.5 T185
75  Nontransaction . 1.576.5 16199 1,633.6 16522 | 663 5 16728 16839 1697.2 16924 1.693.2 1,604.3 1.69.7
76 Large time . .. 2134 444 2471 2476 2489 2526 2584 2543 2538 2579 2610
77 Other ... 1,363.1 1.375.5 1.386.6 14046 13156 14239 14314 14387 14382 14394 14364 1438.7
78 Borrowings ........... AR50 565.1 569.6 5632 5727 555.6 561.6 5650 569.3 561.1 5558 5750
79 From banks in the US. .. .. 1494 165.3 1649 168.2 1819 1789 182.6 186.5 176.3 1843 180.5 200.1
80  From nonbanks in the U.S.. 3356 3999 404.8 3950 3008 3767 3790 3785 3930 37638 3754 3749
81 Net due to related foreign offic .. 654 820 84.0 90.2 82.1 910 934 94.7 902 950 969 978
82 Other liabilities®. ................. 1334 1519 1474 146.7 139.2 1393 146.2 1438 1420 145.2 1450 1432
83 Total liabilities . ................. 30550 31977 32105 3243 32415 32342 32585 32716 32625 32754 32415 32942
84 Residual (assets less liabilities)’ . . . .. 3239 3162 3282 3370 3448 3527 3534 3559 3528 3596 35748 349.2

Not seasonally adjusted

Assets
85 Bank credit ........ ...l 29464 30614 3.080.1 31000 31009 3157 31375 31474 3,1384 31440 31448 31449
86 Securities in bank credit .- 876.6 8705 862.6 861.6 8458 8504 8543 8539 8544 853.1 850.7 855.6
87 U.S. government sccurities 6742 6509 6479 6479 638.6 644.2 6456 6470 6474 6473 6454 6479
88 Other securities ...... 223 2196 2147 2137 12 206.1 2087 2068 7.0 205.8 2053 217
89 Loans and leases in bank credit 20698 24909 22175 22384 2.255.1 22653 22833 22935 22840 22009 2294.1 2,289.3
90 Commercial and industrial . 4724 5148 520.5 5208 5224 5208 5235 5279 5264 526.1 5266 5273
91 Realestate ........... 9475 994.1 L0027 1,013.2 1.024.1 10300 1036.2 1,040.1 10377 1410 10399 1,039.7
92 Revolving home equity .. 75.1 760 710 776 780 785 79.1 794 792 79.3 79.3 794
93 Other ................ 8724 918.1 925.7 935.6 946.1 9514 957.1 960.7 958.5 961.7 90.6 960.3
94 Consumer . 4412 4680 4715 4755 4788 48548 4903 489.1 4884 4884 489.3 4894
95 Security?. . . 460 468 519 542 50.1 49.3 509 51.1 471 503 522 499
96 Other ... 1627 167.2 1710 1746 1797 1794 1824 185.3 184.5 185.1 186.1 183.0
97 Interbank foans? 136.7 157.7 1554 162.7 1684 161.6 163.5 165.1 163.3 169.1 162.7 1627
98 Cash assets® ... .. 1849 1796 1814 182.0 184.1 174.3 187.2 193.7 186.6 211 178.7 1814
99 Other assets® .................... 168.7 1709 169.9 169.6 1729 1729 175.7 1777 1829 1777 1749 1740
100 Total assets” .................... 33802 35130 3,530.0 35574 35696 35678 36070 36215 36146 3,645.7 3,604.7 3.606.7

Lmlnhm s

101 23704 24029 2.398.5 24183 24385 24346 24546 2467.6 24700 24906 24481 2438.1

102 791.7 7840 765.2 766.5 7747 7596 7700 7683 7751 791.2 517 740.5
103 Nontransaction . 1,578.7 16188 16333 16518 1663.8 16750 1,684.6 1,699.3 16949 1L699.5 1,696.3 16976
104 Large time . 2142 2437 2487 2472 2480 250.7 8B36 2594 2546 2554 2588 262.1
105 Other ..... 1.364.5 13752 1,384.6 14046 L4158 14244 14310 14399 14404 1.444.1 14376 14354
106 Borrowings ........... 4928 546.6 560.0 568.3 5709 562.5 5708 5725 5728 5720 568.1 5711
107 From banks in the US..... 148.0 (628 161.6 1679 1779 176.9 180.0 1850 1793 185.5 1788 189.1
108 From nonbanks in the U.S. 3447 3838 3985 4004 393.1 3856 390.8 875 3935 3864 3893 3820
109 Net due to related foreign offic .. 63.2 84.1 918 89.6 817 89.1 88.7 9220 81.7 88.2 923 101.5
F10 Other liabilities®. ................. 1359 148.7 145.2 1429 138.1 1382 1459 146.5 1440 146.6 146.5 1460
111 Total liabilities . ................. 30623 3,1823 3,1955 32194 32293 32244 32600 32786 3.268.5 32974 32585 3,256.7
112 Residual (assets less liabilities)?. .. .. 3179 3306 3345 3383 3404 3434 3470 3490 346.1 3483 349.2 3500

Footnotes appear on following page.
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NOTES TO TABLE 1 26

1. Cavels the following types of mstitutions n the fifty states and the Distnet ol
Columbta: domestically chattered commetcial banks that submit a weekly ieport of condition
(large domestic); other domestically chartered commencial banks (small domestic); branches
and agencies of foreign banks; New Yok State mvestnient companies, and Fdge Act and
agreement corpotations (toreign-iclated institutions). Excludes international banking facili-
ties, Data are Wednesday values, or pro 1ata averages of Wednesday values, Farge domestic
banks constitute a universe; data for smath domestic bavks and foreipnaclated institutions are
estimates based ot weekly samples and on quaiter-end condition repots. Data are adjusted
Lot bieaks caused by reclassifications of assets and habilities.

2. Excludes federal funds sold 10, 1everse sepuichase agreements with, and loans to
commercial banks in the United States.

3. Consists of reserve 1epmchase agreements with broker- dealers and Joans w purchase
and capry securties,

4. Consists of tederal tunds sold to, reverse 1epurchase agieements with, and loans to
commerctal banks in the United States,

5. Includes vault cash, cash items in process of collection, demand balances due from
depository mstitutions m the United States, balances due from Federal Resetve Banks, and
other cash assets,

6. Excludes the due-trom position with related forcign offices, which 1s meluded in hmes
25, 53, K1, and 109,

7. Excludes unemned mncome, reserves tor tosses on loans and Jeas
nanster visk. Loas are 1eported gross of these items.

8. Excludes the due-to position with related toreign ofices, which is included in lines 25,
53, &1, and 109,

9. This balancing item is not intended as « measute of equity capital for use i capital
adequacy analysis.

sy, and reserves tor
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1.27  ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS
Mihions of dollats, Wednesday higures
19us
Account - - T T T T F~——~ -~ 717 "7 — 9y - - 717" ""i~"~ -~
Aug 30 Sept. 6 Sept 13 Sept. 20 Sept. 2/ Ot} Ot Oct. 18 Oct 25
—_ . - - - e — -t - L o= I
ASSIIS

{ Cash and badances due from depository astitations 13,108 124,919 Tl 72" 114,803 115803 Lo, 244 142,704 110,528 14,078
2 US Treastny and government secunties .., 207,556 WK 93 207,240 295,021° 296,610 299,126 208 965 298,085 300,052

i Pradmg account AN L 1¥.070 20901 2L6H 19,800 20,331 234806 RERR N 23,091 23,468
4 Investinent account 278,585' 277968 275,6060' 275,215 276,339 276,241 2754423 274395 270,084
5 Maonlgage-backed see lulln S 102,238 102,229 101,804 103,387 101,683 104,882 101595 105,320 106,593

All others, by matnity

6 Oue year o1 less . . $0.201 45,051 43,900 43,500 42,909 42970 1978 43,518 kL0
! One yew through tive )( ws . s 900" 71,08 70,781 09,712 T0,6006' 704450 69,0601 09,308 09,138
¥ Mote than five years 9097 598,962 59,061 SR aly S8.071 AYAORR 974,593 56,240 50,298
G Other secutities . 12:4,709 124 4135 126,38/ 125,000 {23043 123,581 12,389 124,172 1234910
10 ‘Trading account . Lo 1,600 1,478 1184 1,429 1487 1,435 1,253 1,205 [,V
1 Investnient account L L . 62,690 [R BN 63,015 02,873 02,68/ 62,507 62,595 602,09/ (3,282
12 State and local gove yunnm Ivy lll.lllllll) ,,,,, 20,005 19,900 19,970 19,0092 19,936 19,612 19,609 19,60 19,663
{3 One year o less . 5215 5,194 5,194 3216 9,184 4981 5,034 5,029 5,019
14 More than one year P o 4,850 L1724 14,117 1,776 147t (4,629 14,570 14,573 1614
15 Other bonds, corporate stachs, .uu! secunnes 42,625 12,007 43,045 ) 882 42751 12,855 12 IRS 43,0095 43,620
16 Other tading account assets 60,419 60,127 01,888 o0, 717 59,769 59,580 SK,542 57,810 59,40
17 Pedeal funds sokl” .0 0L 93,693 101,704 102,962 104, 314 11122606 95,791 102,149 101,652 106,06/
18 o commercial banks mhe U mhd Shm\ A 42 60,161 67,357 66,7006 68,0941 62,837 67852 66,760 71,189
19 Yo nonbank brokers aikd deaders nosecunies .~ oL 27,503 29 466 8,139 32,080 28,741 PYNAL 28 R0 31,400 29,198
20 o others® [N 5,147 0,144 7.407 5,09 4.830 5197 5. H0 0,420 5,680
21 Other foans wirl Teases, gross . 1,247,129 1,249,205 1,248,462 1,256,914 1,250,850 1,254,990 1,259,000 1,256,423 1,292,079
22 Commercrl and mdustial . 340,084’ 341597 34,5001 145,020' 344,050 345,158 345,000 345,294 346,061
23 Bunkers acceptances and ullllllhlkhl] |m[n| 1,556 1, 196 [,56%8 1,561 1,601 1,082 1,527 1,504
24 Altother . . o0 148,527 10, 17 340,004 Jebh b, 052! 112408 SRR AT PAHS /07 956
25 (LS. addiessees 30,021 REVERRY 337,528 141,538 340,020 34270 340,608 VL TGOS LHLOT0
26 Non-UL.S .ulxllusu\ .. 2,500 2,540 2536 2413 I8 2,020 2,602 2588
27 Real estate loans -~ L 405,409 196,236 499,311 1y,361" 199,075 01,503 HG0073 109,576
28 Revolving, home cquity 48,557 17,988 EYNA 47, /‘)7 1882 47,151 17.80:4 41820 7824
29 Allother ..... .. 146,852 448,248 451,573 REDEELRY 80478 451,423 453,639 452,147 151,752
30 I individuals for personal o \pulmuln N 250511 249,537 247,711 249,014 249581 27,007 246,792 245,930 245,260
3 To deposttory ad financial mstitutions 66,019 65,625 65,345 04,876/ 65473 66,772 66, 115 65,134 G2, 786
32 Commerctal banks m the United States 42,538 41,743 41,625 R0 REAT S 39,100 .62 37,051 35,316
13 Banks m loreign counties .. 2,858 2814 2,080 2,860 2987 3,394 2,007 2,087
34 Nonbank depository and other tinancial mstitetons 20,656 21,068 24,005 23974 RERIES 24475 21,063
35 For purchasmg and Canying secunties L 15,806 4,592 14,7064 17,843 16877 [ 3,442 ]‘! 3()I 13,000 15,227
30 To hnance agricultal production 0,742 0,719 0,713 6,733 0.2 0,702 0,706 6,019 0,982
37 lo states axd pohitical subdivisions . .o . 10,091 10,93y 10,940 10,441 10,939 10,926 10,805 10,874 10,839
38 To torergn governments and oflicial mstitutions 1,086 DAk 1,020 1125 997 1,089 975 1003
39 All other loans ... RANERN ! REEES 20,640 26 4l 26,770 REAIRY)S 27815 RIOUR]
4} Lease- Inhmuug |ut‘mlhlu . 16,221 30,785 30,941 37.271 ¥ILHTR 38,108 18,177 18,325
41 1ESs Uneaned income 1.6 Hy 1,071 1,609 1072 1,693 1761 1764 1764
42 Loan and lease 1eserve’ 34,185 ! 3,292 I IRRY 194 33889 13,105 13,407 33444
43 Other foans and leases, net 1211,298 I, 1 3,307 1,212,499 1,230,899 1,22098% RS DRIR] 1,223749 1,220,802 L2 16,881
44 All other assets . Lo 135,170 1 {K,‘)) y 138,606' 139,308" 138 834 146,514 139,198 138,983 16,407
A5 Total assets. ... . 0 o0 1,970,533 | 2002,284" | 1,992,232 | 1,999,455 | 1,998.589' 2,001,272 2,019,151 1,994,884 1,997,595

Footnotes appear on the tollowing page
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1.27 ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS—Continued
Millions of dollars, Wednesday figures
1995
Account
Aug. 30 Sept. 6 Sept. 13 Sept. 20 Sept. 27 Oct. 4 Oct. 1 Oct. 18 Oct. 25
LIABILITIES
46 Deposils. ... 1.364,205° | 1.202.891° | 1,184,999 | 1,176,604" | 1,167.621" | 1,190,011 | 1.2001.515 | 1.176,001 | 1,169,197
47 Demand depos . .| 289972 315400" 300.154" 301,359° 298.117" 307972 319,624 296,811 290,007
48 Individuals. panncr\ ip: 247413 2664117 254.781° 249,794 246.93%" 261,306 267,694 250,439 245,085
49 Other holders .. 42,559 48997 453732 51,565 SL180 46,606 51.930 45,672 44,921
50 States and poli 7.955 7.999 9,447 8,930 8,230 7.826 7.895 8,195
51 LS. povernment . 1.523 1.798 2425 U8R 1.844 1.874 1.584 1.745 1.549
52 Depository institutions in the United States . 17.994 23,487 19406 20,711 20,709 21,147 23,359 19,358 20,448
53 Banks in foreign countries . §413 4873 4,755 4915 4719 5.642 5419 6,243 5.219
54 Foreign governments and ofticial institutions 702 924 892 759 852 921 613 575 675
55 Certified and officers’ checks ........... 9.000) 9,961 9,895 12,545 14,126 8.852 13.129 9 856 8,836
56 Transaction balances other than demand dcp().\ 104,213 109468 106,876 102,951 97.980 101,570 49,962 98 883 97.222
57 Nontransaction balances 770,019 778,014° 777.969" 772.294" 771.524 780,469 781929 781,008 781,969
58 Individuals, partnerships, and corporations 747.219" 755.002" 754.790' 749.384" 748,543 757,664 758,868 757.870 758,389
59 Other hotders .......... 22.800 23,012 23.179 22910 22981 22.805 23,061 23,137 23,579
60 States and political subdivision: 18.584 18.835 18.929 18.705 18.835 19.143 19.219 19,201 19,676
61 L°S. government . 2339 2,247 2276 2274 2299 2301 2,306 2243 2,195
62 Depository institutions in the United States . 1.580 1,631 1.648 1,593 1,532 1048 1222 1,380 1,400
63 Foreign governments, official institutions. and b, 208 300 325 338 31s 313 314 313 308
64 Liabilities for borrowed monc)‘5 ......................... 403.995° 400951° 397.580° 419.210° 421,013 413846 411,666 408,700 410,795
65 Borrowings from Federal Reserve Be 50 0 0 0 0 0 825 0 120
66 Treasury 1ax and loan notes ..., .. 3.804 1067 2489 30,692 26,005 11,614 7.706 6,166 7.300
67 ()thr lldhl'lllL\ mr hnn'o\ud munc'\ 400,107 3999447 395.091" 388,517 305.008° 402,232 403,135 402.534 403,376
68 215436 209,584 220,043° 213.848" 220.890" 207994 215372 21941 226,552
69 Totat liabilities ... 1.783,636" | 1.813,426" | 1.802.622" | 1.809,661" | 1,809,525 | 1811851 | 1.828,553 | 1,804,112 { 1,806,544
70 Residual (1otal assets less total Siabilities)’ ............ ... 186.897 188.857 189.611 189.794 189.064 189,421 190,598 190,772 191,051
MEMO .

71 Total loans and leases. gross, adjusted. plus securities® 1.659.509" | 1.666.4347 | 1.666.076" | 1.676.492° [ 1.672.522" | 1,672,159 | 1675494 | 1675920 | 1.675.584
72 Time deposits in amounts of $100.000 or more 110.409' 111.262° 112.209" 110.727° 108281 109,984 110,190 112,781 115.549
73 Loans sold outright to afliliates” .. 1485 1476 1,465 1.453 1443 1.432 1422 f411 1.402
74 Commercial and industrial 281 281 281 281 281 280 281 281 281
75 Other (.o 1.204 1,195 1184 1172 1.162 1.15t 1.141 1,130 1421
76 Foreign branch credit extended to US. . .. 25,692 25.733 25.539 25759 25951 25941 26,430 25.896 26,545
77 Net owed to relaied institutions abroad . ............ ... 91.245 TR667 85.794 80.893" 91,136 76.443 82,673 87.340 96,166

1. Inciudes certificates of paicipation, issued or guaranteed by agencics of the ULS.
government, in pools of residential morntgages.

2. Includes sceurities purchased under agreements to resell.

3. Includes allocated transfer risk reserve.

4. Includes negotiable order of withdrawal (NOWSs) and automatic transter service (ATS)
accounts. and ldtphom and preauthorized transfers of savings deposits

5. Includes borrowings only from other than directly related m\mulmn\

6. Includes federal funds purchased and securities sold under agreements to repurchase.

7. This balancing item is not intended as a measure of equity capital for use in capital-
adequacy analy:

8. Excludes loans to and federal funds transactions with commercial banks in the
United States.

9. Aftiliates include a bank’s own foreign hl’ﬂnChtS. nonconsolidated nonbank affiliates of
the bank. the bank’s holding company (if not a bank), and nonconsolidated nonbank
subsidiaries of the holding company.

10. Credit extended hy foreign branches of domestically chartered weckly reporting banks
to nonbank US, residents. Consists mainly of commercial and industrial loans, but includes
an unknown amount of credit extended to other than nonfinancial businesses.
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1.28  LARGE WEEKLY REPORTING .S, BRANCHES AND AGENCIES OF FOREIGN BANKS
Asscets and Liabilitics

Miltions ol dollars, Wednesday liguies

1995
Account - — T I
Aug 30 Sepl. 6 Sept, 13 Sept. 20 Sept 27 Oct 4 Oct. 1 Oct. 18 Oct. 25
ASShLs
1 Cash and balances due hom depository
mstitutions . 17,837 16,504 17,156 16,850 16,941 17,055 17,711 16,562 17,104
2 U8, Treaswy and )_nvummnl apeney
SCCUNS o 44,921 41,726 43,212 41,854 41450 -H.884 414706 42,896 43,129
3 Other secutties 12,125 32,074 34,459 33,8234 13,534 37,947 38,155 38,119 17,482
4 Tederal tunds \n]dl 12,16 31,618 32,223 3,029 37,003 28,563 31,249 33,408 17,240
5 l'o commegeial banks m tie U mhd \l.llu . 11,003 1616 9,185 8,226 15,33% DR 10,081 10,986 14,814
6 loothers™ . . ... L e 21,622 24,002 23,038 22,803 22,570 19,172 20,267 22,482 22,433
7 Other loans and lc.u\ )'m\\ . . s 176,350 171517 178,154 180,123 180,667 178,188 176,148 176,077 176,125
R Commercial and industral . 113,267 113,843 113,693 114,649 [RENALY 113,059 112,442 112,497 13,102
9 Bankers acceptances aid connmercial |m|nl . 4,517 1,508 34069 5,607 3,701 3,842 3,758 1,858 3,831
10 Allother, . ..oooooooo o 109,755 110,335 110,224 110,982' 110,415 109,217 108,684 108,638 109,271
11 .S, addiessees o NP 104,851 105,425 105,314 106,028 105, 368" 104,209 103,718 104,767 104,415
12 Non-U.S. addiessees oL e 1904 4,910 4910 4,954 5,048 5,007 4,966 4,872 4,850
13 Foans secwred by real estate, L .. 22905 22,7175 2977 22811 22,801 24102 23,101 22,060 22931
14 Loans 1o deposuory axd lmancral
istituttons ... L L L o JB, 459! 28,908 29,124 29,674 2976 29,198 28,102 28,278 28,408
1S Commereral banks lln United States 4,116 4,141 3912 3,758 1,864 4,022 4,040 4,219 3,974
16 Banks m toreign counties ... L0 oL 1,974 21444 2,201 2277 2,355 2416 2,360 2,402 2,912
17 Nonbavk finncial mstitutons P 22,2069 22,622 23,004 23,040 23,545 22,760 21,747 21,658 21,822
I8 For purchasing and canymg secunties . 4,842 5,680 6,048 6,540 7,304 6,255 5975 0,401 6,009
19 Mo foegn governments and ofhicial
institutions ... e - 870 85K 961 892 872 YR 899 867/ S
20 Allother. 0 oo 0 L0 Lo . 4570 4,000 4,104 4,167 4,354 4,257 4,213 1,806 4,312
21 Other assets (¢ Lnnh on none Lm(l patie s) . 4,230 41,351 43,041 38,145 ¥/,778 37,087 38,223 38,077 37,0585
22 Total assets’ . . [ 373,932 370,787 378,199 68,408 374,477 360,163 368,638 370,111 373,176
Lianuain s
23 Deposits o credit batances owed 10 otlw
than ducetly elated mstitutions . . 110,414 109,410 108,448 LO7,0077 12,108 1h1, 024 108,831 108,976 LO8, 1025
24 Demand deposity’ o - 4,484 3818 3,964 4,992 4,518 3,837 3,998 3,710 3,804
25 Indeviduals, [)(\III\(I\III])\ nd un]ml.luum N 1,012 3134 3,074 4,048 3,449 3,024 3,131 2,172 312
26 Othet 1,472 084 890 944 1,066 &13 867 939 092
27 Noatansaction M.(Ullll\\ . Co 135,930 105,492 104,485 103,085 107,593 107,287 104,833 115,265 104,31
28 Individuals, pmlmlxln]»x, and nmlmmlmn\ B FRRTT 73,572 73,237 72,023 75,201 75410 73,581 74,664 14,131
29 Other oL P 32,581 31,919 31,248 31,061 32392 31,878 31,252 30,601 30,170
30 Bonowuigs Imm olhu than Alnully
wetated msttations .. 82,841 82,242 84412 R0,404 70,784 15,572 71136 78,617 EARYA)
31 bedewa] funds puldhmdS FE 40,698 41,619 43,938 43,902 40,378 40,404 43,623 45,052 44,9306
32 IFrom commierctal banks m llu Uhnted States 5,005 8,621 8,046 7,644 6,611 6,719 8,178 8,884 7,302
33 lrom others ., SR 15,092 33,058 34,092 36,257 33,767 33,685 35,440 36,168 37,634
34 (nher habihues |L)l hnlmwnd lll(llh) . 143 40,504 40,474 36,562 16,400 35,109 313,513 33,565 28,037
35 To commercial banks m the Unued Stales . 5,401 5372 3,694 4R12 4,697 4,954 4914 4,395 4,234
3 To others . L e 16,6081 35,192 34,780 31,750 38,709 30,154 28,599 29,169 24,703
37 Other habihtes to nonelated partwes 54,965 53474 58,204 51,257 30,905 53,302 95,201 54,234 52,458
38 “lotal liabilities” NP 374,932 370,787 378,199 308,408 374,477 366,163 368,638 370,111 RYRR VI
Mt MO
39 Total Joans (gross) and seeunties, ml;usk‘d/ ..... 210,901 271,177 274,950 214,845 274,358 273,108 272,000 275,356 275,796
40 Net owed toarelated msututions aboad . 96,458 95,763 98,079 103,026 108,476 100,635 101,73 103,373 {14,900
1. Includes secunties purchased under agrecnsents 1o wsell, 5. Includes seeutties sold under agreenients to repuchase,
2, Includes transactions with nonbank brokees and dealers wsecwiities 6. For LS. brunchies and agencies ol torergn banks having a net “due to” position,
3. Lor ULS, branches and agencies ol foreien banks having a oet “due trom™ position, meludes net owed to elated snstitutions alnoad,
meludes net due om elated stitutions abioad, 7. Excludes loans to and dederal funds tansactions with commercial banks in the Uinted

4. Includes other transaction deposits States,
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1.32

Millions of dollars, end ol petiod

COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Albdssuers.. ... .0 o oo

Fminctal compantes'

Dealer-placed paper ’,‘lnlul
Ditectly placed paper ', total

—~ta

Nanhnancral <ompanies'

“n

Totalo .o oo

By holder

6 Accepting banks
T o Ownhlls o000 P
8 Buls bought bom other banks o000

lederal Reserve Banks”
Forergn conespondents |
Others. .

9
10 Otheis. . oo
By busiy

fmports into United States
Fexports from United States.
All other .

1o —

Year ending December 1995
- SN
1990 1991 1992 1993 1994 Apt May June July Aug. Sepl.
Commercial paper (seasonally adjusted unless noted otherwise)
-
562,656 528,832 545,619 585,075 595,382 651,128 650,580 648,819 657,938 660,719 669,805
214,706 212,999 220,456 218,947 223,038 252,846 258,000 251,555 202,695 201,904 208 838
200,036 1824063 171,605 180,389 207,701 219,281 216879 218,008 215473 215,361 214,002
147914 143,370 147,558 155,739 1od,643% 179,601 175,698 179,259 179,770 183,454 186,005
Bankers dotlar acceptances (not seasonaily :uljuslc(lf
54,771 43,770 38,194 32,348 29,835
9,007 1.0/ [[URRN] 12,421 11,783
7,930 9847 9,097 1,707 10,462
1LOR7 1,670 1,458 1,714 1,321
91y 1,739 1,276 725 HO ni. n.it. L Nl 1hd 0.4
44830 31,014 20,304 19,202 17,642
13,095 12844 12,209 102107 10,062
12,703 10,351 8,090 7,293 6,355
28,073 20,577 17,890 14,838 13,417

1. hstitutions engaged pronandy 1in comntercial, savings, and motteage banking, sales,
personal, wid mortgage fmancmy, tactoryg, nance teasmg, and other busmess ending,
msurance noderwiting, and other mvestment activities,

20 lueludes all hnancral-company paper sold by dealers wthe open nmuatket.

3 Asaeported by hnancial companies that place then paper dueetly with investors

b Includes pubhic utluies ikl huns engaged promanty i suchactivities as communiea-
tions, construction, manuac g, mmmg, wholesale and retanl ade ganspoitation, and

services

Nl

Data on bankers dolfar acceplinces e gathered trom approxmately 100 institutions

The teporting group s revised every Januiry, Begnmung January 1995, data lor Bankets
dolla acceptances will be reported annually in September
O. Do 1977 the Federal Reserve discontinued operations in bankers dollar acceptances tor

1S own account
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1.33 PRIME RATLE CHARGED BY BANKS  Short-Term Business Loans!

Percent per year

Date of change Rate Ietiod Av%l'l_g'k Petiod AW["ESL Peliad AV%"WL
1ate ate tate
1992—July 2 i, 6,00 1992 6.25 1993 Jan. e 6,00 1994 -Sept, i 7.78
1993 . 6.00 Fetr, . 6.00 Oct. . 7.75
1994— Mar. 6.25 1994 715 Mar. 6,00 Nov. 815
Api. 6.75 Apr. . 6.0 e, 8.50
May 1.25 1992- 6,50 May . 6,00
Aug, 7.75 6.50 June . 6.00 1995 850
Nov, 8.50 6,50 6.00 9.00
6.50 6.00 9.00
1995-—leb, T i 9.00 6,50 6.0 9,00
July 7 i 875 6.50 6.00 9.0
6.0 600 9.0
6.00 0,00 8.80
6.00 8,75
6,00 1994 6,00 875
6.00 .00 8,78
6.00 6,06 875
6.45
0.99
725
7.25
7.51
1. The prime rate is one of several base rates that banks use to price short-tenm business Report. Data in this table also appear in the Board’s 1115 (519) weekly and G.13 (415)
loans, The table shows the date on which a new 1ate came (o be the predominant one guoted monthly statistical 1eleases, For ordering address, see mside front cover.

by a magority of the twenty-hive lasgest banks by asset size, bused on the most recent Call
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.35 INTEREST RATES Money and Capital Markets
Percent per year; ligures are averages of business day data unless otherwise noted
1995 1995, week ending
[tem 1992 1993 1994
July Aug. Sept Oct, Sept. 29 Oct. 0 Oct. 13 Oct. 20 | Oct, 27
MONIY MARKi:) INSIRUMLNES
I Fedeal tunds'? 152 102 421 585 5.74 5.80 576 5.80 6.00 5.72 571 5.76
2 Discount window borrowing 3.25 3.00 3.60 5.25 5.25 525 525 5.25 5.25 5.25 5.25 528
Commercial /Ju/u'r“”'
3 t-month 371 L7 443 5.87 5.85 5.82 5.81 5.85 5.84 5.82 5.80 5.81
4 3.month . 375 4.66 5.79 5.82 5.74 5.82 576 5.81 5.82 5.80 5.82
S G-month 3.80 493 5.08 575 5.66 s 5.70 5.74 VAl 5.70 5.70
Finance paper, dinectly plac ed™™
6 l-month 3.62 3.12 433 574 5.72 5.71 571 5.72 573 s 571 5.71
7 3-month . 3.68 316 453 5.600 5.64 5.58 5.60 5.60 5.60 5.66 5.60 5.67
&  6-month . 363 315 456 5.3y 551 543 5.51 547 5.53 5.5t 5.51 5.51
Bankers acceptances SR
9 3-month | 3.02 313 456 5.60 5.08 5.60 571 5.70 5.70 5.70 571 5.73
10 6-month | 367 21 483 5.50 5.62 5.58 5.61 5.63 5.01 5.61 5.60 5.62
Centificates of depostt, seconduary market™?
11 I-month AT RE) 3t 4.38 5.80 577 5.74 575 5.76 576 575 5.75 5.75
12 3-month . . 168 7 4.03 577 571 573 579 5.78 579 5.79 5.78 579
13 6omonth ..o 176 3.28 4.96 5 579 5.73 576 5.79 5.79 5.76 5.74 575
t4 Eurodollar deposits, Tmonth M 370 318 463 579 579 5.74 S.K1 5.78 5.81 581 5.81 582
S Teeavwry bills
Secondary market
IN] 3-month 3.43 3.00 4.25 542 5.40 5.2% 528 5.26 5.30 5.30 5.27 5.24
16 6-month 1.54 Al 404 5.37 541 530 5.32 5.35 5.35 533 5132 5.31
17 I-yem . ... 371 429 502 528 543 531 5.28 537 530 5.29 5.28 527
Auction ave
18 3-month | 3.45 3.02 4.29 547 541 5.26 530 5.4 5.34 5.31 5.32 522
19 6-month ... .. . 3.57 314 460 541 5.40 5.28 5.34 5.27 5138 5.32 5.34 33
200 Tyeit oL 3.75 RIRE] 502 538 5.58 5.21 5.30 na. na na. 530 it
.S, TREASURY NOTES AND BONDS
Conmstunt matw itien)?
21 189 343 5.32 5.59 578 5.62 559 5.69 5.61 5.00 5.59 5.58
22 4,77 405 5.94 578 5.98 5.81 5.70 5.89 876 572 5.68 5.07
23 5.30 444 6.27 5.89 6.10 5.89 577 5.97 5.84 5.79 5.74 575
24 6.19 514 0.69 6.01 6.24 6.00 5.80 6.08 5.92 5.88 5.83 5.84
25 6.63 5.54 691 620 6.41 6.13 597 6.20 604 5497 592 5.95
26 7.01 587 7.09 0.28 6.49 6.20 6.04 6.20 6.0 605 5.99 6.04
27 na, 0.29 7.49 6.74 692 6.65 645 6.70 6.55 647 6.38 6.40
28 30-yew 7.67 0.59 7.37 6.72 0.86 0.55 6.37 6.57 645 6.40 632 6.35
Composite
29 More than 10 years (fong-tevm) 752 6,45 741 6.71 690 663 6.43 6.68 653 645 637 6,39
STALL AND LOCAL NOIES AND BONDS
Maoody's series "
30 Aait Lo 6.09 5.3% 577 5.08 543 STt 5.74 5.70 5.76 576 570 572
3 Baa .. e 6.48 543 617 591 595 540 598 5.98 06.08 593 590 5.90
32 Bond Buyer series" 6.44 5.00 6.18 592 6.00 591 580 6.00 5.88 5.82 5.72 576
CORPORATE BONDS
33 Seasoned issues, afl industries o0 4.55 754 826 7.66 7.81 7.56 739 7.58 746 7.40 734 7.37
Rating group
M A 8.14 722 797 7.4l 7.57 7.32 7.12 7.33 7.20 7.14 7.08 710
35 Aa 8.46 7.40 815 7.54 7.69 745 727 7.47 7.34 7.28 7.22 7.28
I AL L 8.62 7.5% 8.28 7.65 719 7.56 7139 7.58 740 7.40 7.35 737
37 Baa ... 8.98 792 R.03 R.04 8.19 793 795 795 7.82 776 7.70 773
38 A-rated, 1 ¥.52 7.46 8.29 7.72 7.84 7.58 7.36 7.49 7.4t 727 7.32 740
MEMO
Dividend price ratio'’
3 Common stocks .. 0 o o 2499 278 282 2.50 249 242 241 241 2.41 242 2,39 241

New

1. 'Lhe daily eftective tederal funds tate s a weighted average of 1ates on trades through

v York brokers,

2. Weekly figwies ae averages o seven catendar days ending on Wednesday of the
B

12, Yields on actively traded issues adjusted 1o constant nidanities, Source: U.S. Depart-

ment of the Ticasury.

13, General obligation bonds based on Thuisday tiguses: Moody's Investors Service.

cutrent week;, monthly hgures include cach calendar day in the month.

3. Annualized using a 360-day year for bank mterest.

4 Rate for the Federal Reserve Bank of New Yok,

5§ Quuoted on a discount basts,

0. Anaverage of oftening rates on commercral paper placed by several feading dealers tor
{nnys whose bond titing 15 AA ot the equivalent.

7. Anaverage of offeung rates on paper divecty placed by finance companies.

R, Representative cdosing yields Tor aceeptances of the lighest-rated money center banks,

Y. Anaverage ot dealer offering vates on nationally traded certificates of deposit.

10, Bad rates tor Trurodollm deposits at [HOD am. London ime Datacare tor indication
purposes only.

T Auction date Tor daity data; weekly and montldy averages computed on an issue-date
basis,

14, State and local government generat obhgation bonds matwing in twenty years ate used
in comptling this index. The tweaty-bond mdex has a tating roughly cquivalent o Moodys’
Al rating, Based on Thursday figuses,

15. Daily figures trom Moody's Investors Service. Based on yields to maturity on selected
long-tenm honds.,

16. Compilation of the Federal Reserve, This series is an estimate of the yield on ecently
oftered, A-ated wtility bonds with a thinty-year matinty and five years of call protection
Weekly data are bised on Friday quotations.

17. Standard & Poor’s corporate series. Common stock tatio s based on the 500 stocks in
the puce ndex.

NO1E, Some ol the data e this table also appean in the Boad's FL15 (519) weekly and
GL173 (415) monthly statistical releases, For ordenng addiess, see msude front cover.
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1998
Inddicator 1942 1993 1994 —— —— [ T -
Iely Mai, Apr. May June July Aug Sept, et
— [P AN I R N .
Prices wid trading volunie Gverages of datly figaies)

Cammon stock prices (indeves)

I New Yok Stock Exchange
(Dee, 31, 1965 R 1} 229.00 249.71 254,16 2061 86
2 Industiad oo e e 28420 300.10 315.32 128,98
3 Tasportation . 20102 242,08 247,17 237.29
4 Utifity . .. L e . Gy .4K 114,55 (490 10487
S Fnanee . o0 Lo 179 29 216 55 200,75 21176

6 Standmd & Poot’s Corporation
(o1 43 ot LI RIA 45163 460 42 481,92

7 Awmerican Stock Hachange |
(Aug. 31,1073 sy ..o oo 3012 43877 449,49 446,37

Volunie of tading (thousands of shares)

B

20081 274.38 28181 28952 JOR. 18 300,05 S10.41 78
337,96 147.09 357.01 06,79 374913 379.79 390,42 389.61
252.37 254,36 254,70 256,80 21005 285.03 205,51 291,16
1G2.08 104,70 106,62 104,12 109,59 06 Lid.67 123,59
21329 20938 22845 236.20 240,49 245.27 260072 205,12

493,20 SO7.91 52383 530,38 357 3/ 55911 STR7Y 58292
450,06 471.54 487 03 492,600 51425 526.86 547,04 53020

RT3 [ BILI84 | 341,905 | 345,547 1 364,780 | 300879 | 352,184 | 369,486
17,905 19,404 19206 | 24,622 | 23283 | 21,825 | 25422 17,865
JE I L S (O R

Customer financing (mullions of dollars, end-of-period balinees)

¥ New Yoh Stock Exchange . ..o Lo [202,558 263,374 | 290,052 133,020 {3

9 Amerncan Stock Bxchange ... ARV I8, 188 17,0514 18,424
JEESUE ) USSP E

10 Mawgin credit at broker- dealers’ | 43hu0 60,310 61,160 59,800

Iee cedit balances at hrokers!
11 Magin accounts® ., Lo e 8,970 12,360 14,095 12,480
12 Cash accounts .. e e | 22510 PINAN] 2RR870 25 86{}

60,270 62,520 64,070 66,340 67,600 71,440 71,076 75,008

12,745 12,440 13,403 13,710 14,830 13,900 14,806 14,753
20,680 20,670 27,404 29,860 28,600 29,190 29,196 29,008

Maigins sequaements (pereent of matket value and eflective date)?

M. L1, 1908 Tune ¥, 19068 May 6, 1070 Pee, 6, 1971 T Nov 24, 1972 Jan, 3, 1974
13 Marpgim stacks o R 1 80 05 55 05 30
14 Converhible bonds . Lo P aiy ol S 50 Sty 50
15 Shand sales oo L o e i i} 80 05 85 05 50
1 InJuly 1976 0 mancial group, composed of banks and instance compames, was added caliateralized by secutities. Margm requitenients on secutities other than options aie the
10 the group of stacks on which the nxdex s based. The indes s now based on 400 industiial dulference between the ninket value (100 percent) and the imaximan foan value of colleral
stocks (formetly 425), 20 gansportation Qormetly 15 1ail), 40 public wiility (formerly 60), and as prescribed by the Board, Regulation T was adopted eftective Oct, 15, 19345 Regulation U,
40 linanctal eflfective May [, 1936 Regulation G, cltective Mar. 11, 1968 and Regulation X, eflecuve
2 On Tuly 5, 1983, the Amencan Stoch Bxehange sebased its index, eftecuvely cotting Nov. 1, 1971,
previous teadings m hall, On Jan, 1, 1977, the Boawd of Governors for the first time established i Regalation T the
3 Smee July 1983, under the revised Regutation T, margm credit at broker dealers has wutial mangn requited for witing options of seetiities, setting it at 30 pereent of the cunent
included credit extended aganist stocks, convertible bouds, stocks acquiied trough the ket value of the stock undeilying the option. On Sept. 3, 1985, the Board changed the
exercise of subscription 1ights, corporate bonds, aud government seeutities. Separate 1eport- required initial nangin, allowing it 1o be the same as the option maintenance margin tequired
ing of data tor margu stocks, converttble bonds, and subscrption issues was discontinued in by the appropriate exchange ar selfaegalatory onganization; such mantenance nigm ules
Apul 1984, miust he apptoved by the Secunities and Exchange Commussion, Effective Jun. 31, 1986, the
4 bree aedit balances we amounts - accomtts withe no untulfilled connmitients to SEC approved new maintenance magin tales, pernitting sergins (o be the price of the option
brokess ad are subject 1o withdawal by customers on dernand phus 15 pereent of the nuket value of the stock undedying the option,
8. Series nuttated i June 1984 Tiieenive June 8, 1988, mmgins weie set ta be the price of the option plus 20 pereent of the
6. Margin requitements, stated i epulations adopted by the Boawd of Governors pursuant market vatue of the stock undetlymyg the option (o 15 pereent in the case of stock index
to the Securities Exchange Act ot 1934, linut the amount of aedit that can e used © aplions)

irchase and cany “margin secunties” (s defimed e repulations) when such aredin iy
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1.38  FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollats

Fiscal year Calendin year
Type of account or operation 1995
1903 1994 1995
My June July Aug, Sept. Oct,
{rS. lualgrll
I Receipts, otal oo oo . 1,153,220 1,257,451 1,350,576 90,405 147 868 92,749 906,560 143,219 95,593
2 On-budget ..., 841,292 922,425' 499,490 61,027 115,998 63,788 09,265 112,510 72,200
VOO budget. ... o 0 oo 311,944 335,020 351,080 29,378 AL,870 26,961 27,295 30,709 23,393
4 Outlays, total, 1,408,542 1,460,553 1,514,389 120,958 135,054 106,328 130,411 135,933 118,352
5 On budget 1,141,945 1,181,181* 1,225,724 103,184 120,236 80,931 104,135 105,008 92,151
6 Of:-budget ... 206,587 279,372 288,665 26,773 14818 25,397 20,276 30,830 26,200
7 Swiplus or defien (), total 258300 203,370 163 813 39,553 12814 t3,579 33851 7,286 22,758
& On budget ... . 300,653 258,756 226,228 42,157 4,237 15,143 34870 7,412 19,951
9 OIF budget .. .. 45,347 55,6054 62,415 2,604 17,051 1,564 1019 126 2,807
Sowrce of franang {toral)
10 Honowing fiom the public. ... ... . ... 248,594 184,690 171,288 44,740 8,491 10,627 16,071 6,618
Ll ()pcmli;lg cash (deciease, on werease (), 6,283 16,504 2,007 11,841 34,312 11,635 30,776 19,820
12 0ther=. oo oo PP 429 1,842 - 5,408 22,574 12,250 15,523 12,996 19,152
MeMo
13 “Treasury operating balance (level, end of
petiod) . PP 52,506 35942 37,949 26,228 6(},540 48,905 18,129 37,949 21,194
14 Federal Reser anl 17.289 0,848 R.620 4,646 20977 11,200 4,767 8,620 7.018
IS Tax and loan accounts .. 15,217 29,004 29,329 21,582 19,563 37,700 13,303 29,329 14,176
1 Swee 1990, oft-budget stents Tuve been the social secunty trust tunds (tederal old-age net gain or loss for US, cwrency valuation adjustment; net gain or loss for IMF loan-
stnvivors insaance and federal disability isurance) and the ULS. Postal Seivice, valuation adjustiment; and prohit on sale of gold.
2. Includes special diawing tghts (SDRs) tesetve positon on the US, quota w the SOURCE, LS, Depatiment of she Treasay, Monthly Freavury Statement of Receipts and
Intetnational Monetwy Fund (IMEF); Joans to the IME; other cash and monetary assets; Outlays of the US. Government, and U.S. Oflice of Management and Budget, Budget of the
acerued interest payable to the public; allocations of SDRs; deposit tunds; nuscellaneous 1.8, Government.

liability (including checks outstanding) and asset accounts; seigniotape; increment on gold;
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.39 US. BUDGET RECEIPTS AND OUTLAYS!
Midlions ol dollius
Biscal yea Culendar yea
Souce o type 1993 1994 1995 1995
1994 1995 -~ 4 ———
2 Il 12 11 Aug Sept [S7AN
Rrcriets
I Altsourees ... . ... L 1,257,453 1,350,576 582,038 652,234 625,557 7 UHLS42 96,500 143,219 95,593
2 Individual income tases, net L. 543,055 590,157 262,073 275,052 273,474 307,408 b 172 60,909 51,840
VooWithheld oooooo00 o 459,699 499,898 228,423 225,387 240,002 251,398 HEHO3 16,295 46,018
4 Presidential Flection Campaagn Fund | 70 o9 2 03 10 58 | t 0
S Nonwathheld ... . ... (60047 175815 41,768 117,937 42,031 112,000 4,146 24,143 5.899
6 Refunds . Lo 76,761 85,624 8115 08,325 9,207 /5958 1,657 2,551 018
Corpolation meomne Laxes
7 CGhoss reeeipls . 154,205 174,422 08,200 80,530 /4,392 PANRN) 4,284 33,719 4813
8 Retereds ... Lo o 13,320 37,334 6,514 0,033 7,331 10,399 182 730 2,633
9 Social insurance taxes and umluhutlum net . 461,478 484,474 200,170 248,101 220,141 261,837 §9,804 39,902 32,104
10 Lanployment taxes and contnibutions .., AIRRI0 451,040 192,749 228,714 206,613 208,603 RENIRE 19,304 300,549
I Self-cmploytent taaes and contrthutons® 24433 27,127 4,335 20,762 4,135 24409 135 2910 98
12 Unemiployment msarance . B 28,004 28,878 11,010 17,301 L7/ 18,001 4,454 235 1,214
13 Other net receipts” 4,601 4,550 2417 2,234 2,349 2,201 440 364 342
14 Lixernse taxes, oL 55,225 57,485 25,994 20444 30,062 4757 5,700 4,453
15 Customs deposdts .0 L 20,099 19,300 10,218 9,500 11,042 1,794 1,634 1,786
16 Estate and put taxes . 15,225 14,764 6,647 8,197 7071 R 1,500 1289 1,160
17 Miscellaneous mcupls‘ 21,088 27,306 9,227 1,170 13,308 15,7449 2081 789 2070
QuilAys
18 Alltypes ..o 0 o0 L £,460,553 1,514,428' 727,685 710,620 752,150 760,824 130,411 135,972 118,352
19 National delense ..., 281,503 272,179 146,072 134,844 (B 135,931 23,882 26,040 18,353
20 International atlans . 17,083 16,448 [, 186 5,800 11,889 4,721 1877 1,479 1.074
21 General science, \[).IU L and mhnnlopv 16,227 17,503 8,880 8,500 7,603 R,001 1,608 1,612 1,427
22 Enetgy oo . 5219 5,140 1,603 2.2 2923 2,358 13 969 348
23 Nataral tesoutcs uml Lll\’llnllll]LIl( 21,0064 23,328 11,221 10,111 11,911 10,2713 2010 L91s 2835
24 Apncultwe L 15.057 0,763 1516 7451 7023 4,039 462 102 L1069
Commerce and housmg aiedic o000 oL 5,122 18,740 1,490 4,962 4,270 13,936 2592 2,490 1661
Transpontation , . .. 38,134 318,555 19,570 16,739 21,834 18,192 i,459 3719 3428
Conmuunity and 1 pmml ng \'Llupulull ...... 10,454 11,000 4,288 4,571 0,281 4 858 91y 1,043 943
Education, tanmg, mnplnymult and
soctal services . 46,307 52,706 26,153 19,262 27,448 23,7738 5./85 4,802 3,550
29 Health ... o oo 106,836 114,760 52,958 53,195 54,147 58,759 10,422 9,401 9,657
30 Socral secinity un(l Muhum 464,312 495,101 223,738 232717 230817 251975 42,790 42,605 40,732
31 Income secutty. ... .. L oo Lo 214036 220,214 102,380 109,080 101,800 117,639 16,919 19,591 14,522
32 Veterans benetits and services 37,642 $7,9135 19,852 16,680 19,761 19,267 3,26/ 517 [,594
33 Admunstration ol qustice ... L 15,238 16,255 7,400 NI 1,753 3,062 1,400 1,335 1,223
34 Ceneral povermment L13to 13,856 6,531 5,084 7,356 5,797 1,464 1,385 1,712
35 Netimterest® ..o 202957 232,175 99,914 99 844 169,435 116,170 20,619 18,929 20,505
36 Undistiibuted ()"\L(((llg teceipts’ ¥ 14,455 20,344 17,308 20,060 17,682 1,022 5,790 2765

1. Functronal detads do not sun 1o wotal outlays for calendan yean data because 1evisions to
monthly totals ave not been distebuted among tunctions, Fiscal year total tor outlays does
1ot cotrespond o calendar year data because tevisions hom Qe Buedget have not been Lully
distributed across months,

2 Old-age, disability, aixl hospieal msutance, and tahoad retement accounts,

3o Old age, disability, and osputal msimance.

4, Federal cmployee etiement contubutions and
disabtliy tund.

vl setvice aetitenent and

5. Deposus of catnings by Federal Reserve Banks and ather miscellancous weeeipts,

6. Includes mierest tecerved by tiust funds.,

7. Rents and royalties for the outer continental shelt, US govemnment contisbutions tor
coployee retrement, and cerlani asset sales,

SOURCE, ELS, Depattment of the ‘Treasuey, Monthly Dreasiey Staterent of Receipts and
Outlays of the US, Goveyument, ad US, Ollice of Managemem and Budget, Budger of the
US, Government, Fiscal Year 1990,
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1.40  FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars, end of wonth

1993 1994 1995
Item
Sept 30 Dec 31 Mai. 31 June 30 Sept. 30 bec. 31 Ma. 31 June 30 Sept. 0
| -
1 Federal debt outstanding ... .. . ...... . 4,436 4,562 4,602 4,673 4,721 4,827 4,491 4,978 5,001
2 Public debt secunities, F PN . 4,412 4,530 4,576 4,046 4,691 4,800 4,804 4,951t 4,974
3 Held by public. ..., 3,209 3,382 1,434 3,443 1,480 3,543 3,010 3,635 .
4 [Held by agencies L7 1,154 1,142 1,203 1213 1,257 1,255 1,317 na.
5 Agency secunities. ... e e e 25 27 26 28 29 27 21 27 21
6 Held by public. .. e . C 25 27 26 27 29 27 26 27 .
7 Held by agences .o . L N L 0 0 0 0 0 0 0 0 i
§ Debt subject to statutory limit . .. ... ... .. . 4,316 4,446 4,491 4,559 4,605 4,711 4,775 4,861 4,885
9 Public debt securities, . ... .. e e 4,318 4,445 4,491 4,559 4,605 4711 4,774 4,861 4,885
10 Other debt”, I e - 0 1 0 0 0 4] {) 0 4]
MmO
11 Statutory debt et ..o Lo e e 49040 4,900 4,900 4,900 4,900 1,900 4,900 4,900 4,900
1. Consists ol guaanieed debt of US, Deaswy and other fedetal agencies, spectficd SOURCES. U8, Department ot the Tieaswy, Monthly Statement of the Public Debt of the
pariicipation certificates, notes to mternational lending oygantzations, and Distuct of Cotum- United States and Treasw y Bulletin

bra stadiwn bonds,

I.41  GROSS PUBLIC DEBT OF US. TREASURY  Types and Ownership

Billions of doltars, end of period

1994 1995
Fype and holder 1991 1992 1993 1994
04 Ol Q2 Q3
1 Total gross public debt . ...... ... e e 38017 4,177.0 4,535.7 4,800.2 4,800.2 4,864.1 49514 4,974.0
By type
2 Interest-beanmg ... 3,798.9 4,173.9 4,532.3 4,769.2 4,769.2 4,860.5 4,947.8 4,950.0
3 Matketable .. 24716 2,754.1 2,980 5 3,126.0 30260 32273 3.252.6 3,260.5
4 Bills ... 590.4 657.7 714.0 VAR 7338 756.5 748.3 742.5
5 Notes ... 14308 1,608.9 1,764.0 1,867.0 1,867.0 1,028.2 1,974.7 1,980.3
6 Bonds. . ..., .. [ .. 4355 472.5 495.9 SHL3 5103 5177 5t4.7 522.6
7 Nommatketable' .. . 1,327.2 1,419.8 1,542.9 1,643.1 1,613.2 1,695.2 1,690.2
8 State und local government seties C . . 1597 153.5 149.5 112.6 1229 121.2 L34
9 Foreign issues™ L. L PRI PN 419 374 435 42.5 41.8 414 41.0
10 Government ... .. e e L 419 74 43.5 42,5 41.8 41,4 4.0
11 Public........ P 0 .0 .0 K\J .0 0 0
12 Savings bonds and notes . ., Lo o e 135.9 155.0 169.4 177.8 1788 180 181.2
13 CGovernment aCCoUunt SeIiey T Lo . L e e 959.2 1,043.5 1500 1,259.8 1,259.2 1,322.0 1,324.3
14 Non-mierest-beatmg ... ... ... . e e e 2.8 1 34 310 3.0 36 233
By holder
15 U.S. Treasuty and other tederal agencies and trust funds .. PR 96R8.7 1,047.8 1,153.5 1,257.1 1,257.1 1,2547 ,316.0
16 Federal Reserve Banks . .o 00 e . 2818 302.5 3342 3741 374.1 3693 189.0
17 Povate mvestors . N 2,503 2 2,819.9 30477 3,168.0 3,168.0 3.239.1 3,244.60
18 Commercial banks. oo 0 Lo 2325 294.4 3222 290.0 290.6 3035 305.0
19 Money maket funds . 80.0 79.7 RO.K 67.6 67.6 67.7 58.7
200 Insmance companes | 1818 7.5 2345 242.8 2428 259.0 260.0
21 (nhet companies ..o . L L AP 1508 1925 2130 220.5 226.5 2303 2277 na
22 State and tocal teasuiies, oo 0 o P . 485.1 476.7 508.9 4433 443.3 415.2 415.0
ludividuals
23 Savings bonds .. ... L e . L 138.1 157.3 1719 180'S 1805 181 4 182 6
24 Other seewmities G e e e P e e 125.8 1319 1379 1525 152.5 6] 4 161.6
25 Foeign and mternational® e 1917 549.7 623.0 O88.6 O88.0 729.6 783.7
26 Other miscellancous mvestons® .. L 677 4 760.2 755.4 875.6 875.0 891.0 850.4
1. ncludes (not shown sepatately) seeunities issued to the Ruial Etectulication Adimunistia- 5. Consists of myestmients of foreign balances and mtenmational accounts in the United
tion, deposttory bonds, tetirement plan bonds, and indvidual tetirement bonds, States
2 Nomnatketable senes denomimated i dollars, and series denomumated in foreign cw- 6. Includes savings and loan associations, nonprofit mstitutions, credit untons, mutul
reney held by loteigners, savings banks, cotporate penston tiust funds, dealers and rokers, certam US, Treasuy
3. Held almost entirely by US. Freasury and other federal agencies and trust tunds, depasit accounts, and tederally sponsored agencies.
4. Data tor Federal Reserve Banks and U.S. government agencies and trust funds ae actual SOURCES, LS Treasury Dopartment. dita by type of seawity, Monthiy Statement of the

holdimgs, data tor other groups ate Tieasury estimates, Public Debt of the United States, data by holder, Treasuny Bultetn



1.42  U.S. GOVERNMENT SECURITIES DEALERS

Millions of dollars, daily averages

Transactions'

Federal Finance A3l

1995 1995, week ending
ftem
July Aug. Sept. Aug. 30 Sept. 6 Sept. 13 f Sept. 20 1 Sep 27 Oct. 4 Oct 1l Oct. 18 Qe 25
OUTRIGHT TRANSACTIONS?
By txpe of security
1 US. Treasury bills ... 44812 48.527 234 50858 46,023 48028 50,634 42343 43057 48,237 41.331
Coupon securitics, b
2 Five years or le: 88513 89933 79347 TR 87.213 IS 160 ThO0 89,000 98,718
3 More than five years 510060 JU.005 48083 45, ‘)Ul) 52,048 49971 36,1506 4X021
4 Federal agency .. ... 21039 24872 23049 224997 24819 27798 23937 24,228
5 Mortgage-backed . ... 27.58% 29.574 18.709 26,438 2301 1&.)()4 24205 20949
By type of coumterparty
With interdealer broker
6 US. Treasury 105.382 107.722 110578 6013 103,750 011 110,626 130,628 96,410 112,366 108,345
7 Federal agency . .. 6073 757 661 hEN] 374 769 744 657 723 X3 660
8  Mongage-backed . . . 10315 8,587 11,127 6339 9.023 16930 PALIN 10174 15.046 13,277 K309
With other
9 US. Treasury 73961 76,6010 76,887 7I 168 7*: 438 07.193 78104 88,137 72,6094 09151
10 Federal agency - 20770 20,282 2431 22.206 24070 27440 26,475 2887
1 Mongage-backed ... 0L 19.049 19.001 18447 29422 14.904 13329 14.723
FUTURES TRANSACTIONS '
pe of deliverable securi
12 U . Treasury bills 493 T4 990 1.240 1424 1477 KKy 887 3o A78 S8 743
Coupon securitics. by maturity
13 Five years or less. .. 1.747 2070 2973 2440 24008 1779 2347 519 A4S 1.742
14 More than five year 13.206 16,073 13914 16211 14983 16,563 H6.94% 15,100 15,320 13,797
15 Federal agency .. ... 0 0 [§] 0 0 3] 1] 0 0 ]
16 Mortgage-backed 0 [} 0 0 0 [§] 1] [} 0 0
OPTIONS TRANSACTIONS?
By txpe of underlying security .
17 US. Treasury bills ... ......... ..., 0 0 0 0 na. 8] (X% 0 0 0 0 1l
Coupon securitics, by maturity
18 Five years or le 2.808' 2260 1.602 I 07\ 1.388 1.044 1699 1.RS0 2062 2497 2002 1486
19 More than five years .. 4,207 3032 4.257 4,374 3425 4120 4273 2007 4808 6.107 27064
20 Federal agency 0 0 0 i} i} 0 il 0 0 0 il
21 Mortgage-backed 1.7 123 1429 7607 1,353 oy 710 .20t 1.243 1334 572

Transactions are market pure
Reserve Bank of New York by the U,
v dcdlur\ Munlhly AVERREES &

es and sades of securities as reported w0 the Federal
rovernment secusities dealers o its puhlishul Jist ol
haxed on the number ol trading days in the month.
abuted among the vading days of the report week.
sactions are upmlul ar principal value. which does not
cerued interest; options ansactions wre reported at the face value of the underlying

seeur

Dealers repont cumulative transactions Tor each week ending Wednesday.

2. Qutright transactions include immediate and forward ransactions. bumediate delivery
refers 10 purchases or sales of securities (other than mortgage-backed Tederal agency secu
ties) for which delivery is scheduled in five business days or fess and “when-issued™
securities that settle on the issue date of oftering. Transactions for immediate defivers of mortgage-
hacked agency securities include purchases and sabes for which delivery is scheduled in thiny business
days or less. Stripped securities are reported at market value by maturity of coupon or comus.

Forward transactions are agreements made in the over-the-counter market that specity
detayed deli . Forward contracts Jor LLS ury securities and Tederal agency debt
securities are included when the ame o delivery is more than ive business days, ward
contracts for mor backed ageney securities are included when the time o delivery s
more than thirty business diys.

3. Putures ransactiions are standardized
tranisactions are included r

Tre

cements arranged o an exchange, Al Tutures
rdless of time o delivers,

4. Options transactions are purchases or sales of put and call options. whether amanged on
ired L‘\Ll).l or in the over-the-counter market. and include aptions on Jutures
) reasury and federal ageney securities.

indicates that data are not puhhxh;d hecause ol insuflicient activity.

s i the repost form fited by primary deafers induced a break in the dealer data
series as of the week ending July 6. 1994,
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1.43  U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing'
Millions of dollars
1995 1995, week ending
ftem
July Aug. Sept. Aug. 30 Sept. 6 Sept. 13 Sept. 20 Sept. 27 Oct. 4 Qct. 11 Oct. 18
Positions’
NET OUTRIGHT POSITIONS®
| 8.454 5,044 7.744 1,492 18.803 11,173 8,738 - 1935 =2.108 -349 3.679
2 2934 778 7.088 169 6.78! 7.447 277t £.658 13277 7.447 8.169
3 —17.954 ~17.786 —17.370 —16.364 =17,106 —15.742 —16475 -20317 — 16,905 -15.567 — 14,084
4 Federal agency ... .. 20,134 19.128 21837 19.133 23,026 21.239 20.380 21444 25.168 231,566 22486
5 Mongage-backed 32714 30,040 32596 249,738 31054 31.607 33,770 33567 32985 38,074 38,282
NET FUTURES POSITIONS*
s tvpe of deliverable sec
6 U.S. Treasury bill . —5615 —3539 =2.440 -3453 —3.656 —3.569 -997 -1.854 =2.109 =2.100 -3439
Coupon securities
7 Fveyearsorless.................. 1913 2329 952 1.831 990 1.086 535 1.200 961 -376 -646
8 -1.271 =1.283 ~-8.204 -2.677 —5.033 -§.322 ~11.675 ~7.043 -8.879 —11.754 —14,280
9 Federal agency ... .. .. 0 0 0 0 0 ] 0 0 0 0 0
1} Mortgage-backed ... L 0 0 0 0 0 0 0 [} 0 ) 0
NET OPTIONS POSITIONS
By 1vpe of deliverable security
11 US. Treasury bills ............... ... 0 0 n.a. 0 n.a. na. na. n.a. na, na. na.
Coupon securitics, by maturity
12 Five year B840 2239 2175 2514 2536 2085 2,355 1.814 2089 3,962 3613
13 More than five years ~3.260 —2.883 -3.203 ~-3.057 —2.895 -4.44) -1.833 ~4,043 -2.163 —1.606 -1.516
{4 Federal agency..... . . 0 0 0 0 0 0 0 \] 0 0 (]
15 Mortgage-backed . ... L 1.802 1.567 L 2136 465 1195 1,294 1,419 1.758 891 2,063
Finuncings
Reverse repurchase agreements
16 Oveenight and continsing . ............1 222594 222,035 218.987 211.239 208,646 213107 230,402 224873 203.015 221,947 234,239
17 Termooo oo 419813 406,450 418,204 396.801 379952 420523 437.529 434254 406.756 404,185 428.007
Securities borrowed
18 Qvernight and continuing . ............ 156.460 156,456 164.552 156.079 164.046 167,213 167,421 158,507 166.763 162,135 161,437
19 Term oo 59,037 62392 64.797 63.666 61.276 61.460 68.088 68,516 63271 63,979 67,270
Securities received as pledge
20 Overnight and continuing . ............ 2,740 2063 2547 1.930 2514 2,654 2517 2,502 2,538 2568 2,693
20 Tem . 81 112 87 91 180 113 45 42 49 33
Rl’[)l”'l‘/l(l.\'(‘ ugrt'um('/lls
22 Overnight and continuing 479826 476,058 494,244 464,861 497.826 501,084 510.364 467875 495,031 502,149 510,367
23 Temoo 357.225 344,449 355.324 333.828 308.14t 353,552 380314 381,601 334,203 333.239 363.293
Securities loaned
24 Overnight and continving ............. 5717 4.631 6312 4820 6.793 6.669 6.350 5.638 6,004 5.995 6,165
25 Term ..o 2132 2102 2478 2067 2,194 2,534 2,530 2,384 3012 2.896 2,738
Secarities pledged
26 Overnight and continuing . ......... ... 30.162 28712 33,053 30.836 32.290 31228 29.361 39.885 IS8 29612 30.590
27 Term oo 3.909 3062 3.643 2803 2,503 2277 4427 5.009 3.880 3.929 3.8064
Collateratized foans
28 Overnight and continuing ............. 18.645 16913 14.509 16,050 1551 14.345 13927 14.513 14.236 17.183 18.057
20 Tem .o 4177 . 2.528 na. n.a. na. n.a. n.a. 2,528 1.184 2958
MEMO: Matched book”
Securities in
30 Overnight and continuing 214.055° 214,020 217.301 197.995° 206.305 215.693 226512 216.745 222 846 226314 237025
3 Term ..o 403.020' 394.908° 402,615 390.988" 358.637 404962 427.363 416480 394,998 394221 419.566
Securities our
32 Overnight and continuing . ............ 298,309 306428 316,398 297.731 326.389 330,499 292,040 309.734 317.824 333114
Blerm..oooii 304,492 291,160 299,663 282.980 300,029 321.887 322423 281.991 283.389 305638
1. Data for positions and financing are obtained from reports submitted to the Federal 4. Futures positions reflect standardized agreements arranged on an exchange. All futures

Reserve Bank of New York by the U.S, government securities dealers on its published list of
primary dealers. Weekly figures are close-of-business Wednesday data. Positions for calendar
days of the report week are assumed to be constant. Monthly averages are based on the
number of calendar days in the month.

2. Securities positions are reported at market value.

3. Net outright positions include ismmediate and forward positions. Net immediate posi-
tions include securities purchased or sold (other than mortgage-backed agency securities) that
have been delivered or are scheduled to be delivered in five business days or less and
“when-issued™ sccurities that settle on the issue date of offering. Net immediate positions for
mortgage-backed agency securities include securities purchased or sold that have been
detivered or are scheduled to be delivered in thinty business days or less.

Forward positions reflect agreements made in the over-the-counter market that specify
delayed delivery. Forward contracts for U.S. Treasury securities and federal agency debt
securities are included when the time 1o delivery is more than five business days. Forward
contracts for morgage-backed agency securities are included when the tlime o delivery is
more than thirty business days.

positions are included regardless of time to delivery.

5. Overnight financing refers to agreements made on one business day that mature on the
next business day: continuing contracts are agreements that remain in efiect for more than one
business day but have no specific maturity and can be terminated without advance notice by
cither party: term agreements have a fixed maturity of more than one business day. Financing
data are reported in terms of actual funds paid or received. including accrued interest.

6. Matched-book data reflect financial intermediation activity in which the borrowing and
lending transactions are maiched. Matched-book data are included in the financing break-
downs given above. The reverse repurchase and repurchase numbers are not always equat
because of the “matching™ of secusities of different values or different types of coltateraliza-
tion.

NOTE. “n.a.” indicates that data are not published because of insufficient activity.

Major changes in he report form filed by primary dealers induced a break in the dealer data
series as of the week ending July 6. 1994.
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144 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES

1995

Debt Outstanding,

Miltions ot dollurs, end of periad

Agpency 1991 1992 1993 1994 -
Apr. May June July Aug.
I Federal and federally sponsored agencies. ..., 442,772 433,97ﬂ 570,711 738,928 759,081 771,524 785,982" 788,323 801,819
2 Fedenal agencies. e e PR 41,075 41,829 45,193 39,186 38,717 38,720 8,412 39,403 19,581
3 Detense I)qmmnuu ..... e e 7 7 6 0 [ 0 4] 6 6
4 Export-hmport Bank™ P AU AR 9,8(%) 7,208 5,315 3,455 3,156 3,156 2,652 2,652 2,652
5 Federal Housimg Adunmsn.umn ............ e 97 374 255 110 70 i 81 L) 83
6 Government N‘m&‘m.\l Montgage Assoctation canttheates of
participation” ... oo L L e na i . . i na. L. na. "
7 Postal Setvice™ . . P P e e e 8,421 10,660 9,732 8,073 7873 7,615 7,615 8,015 8,615
Tennessee Valley /\mlmnw G e e e 22404 23,580 29,885 27,536 27,072 21,865 28,088 28,040 28,225
9 Umted States Raitway /\wnmunn ,,,,,,,,,, RN na. nd [{¥IN . na. na. na. na, na
l‘) Federally sponsored ‘ALL'IILIL\/ ......... 401,737 442,141 523,452 6Y9,742 720,904 732,804 747,570 748,920 762,238
il cderal Home Loan Hanks e 107,543 114,733 139,512 205,817 211,944 218,11 223,089 224100 228,299
12 Federal Home Loan Mortgage IS mpm mnn Ce 30,262 29,631t 49,991 93,279 106,432 107,686 108,484 114,427 112,344
13 Federal National Mongage Association 133,937 166,300 204,112 257,230 258,176 263,071 270037 208,458 275,271
14 Faum Credit Banks™ .0 o000 L 52,199 51,910 53,123 53,175 53,629 54,054 53915 54,015 54,979
s Student Loan M.ukxung /\ssmhmnn L . . 38,319 39,650 10,784 50,335 50,758 49,093 51,2068 51,325 51,423
16 Financing (olpohllu)n" ....................... e 8,170 8,170 8,170 8,170 8,170 8,170 8,170 8,170 8,170
17 Fawn Credit Financial Assistance ( mpomn(m " . e 1,261 1,261 1,261 1,261 [,261 1,261 1,261 1,261 1,261
1&  Resolution Funding Cotpord anon™. U 29,990 29,996 29,996 29,9906 29,990 29996 29,996 29,996 29.996
MEMO
19 Federal Finuncing Bank debt™ . .. 185,576 154,994 128,187 103,817 95,374 92,739 90,638 88,892 86,776
Lending to federal am[ federally sponsoied agencies
200 Lxport-fmport Bank' ... . . R 9,803 7,202 5,308 3,449 3,150 3,130 2,646 2,046 2,046
21 Postal Serviee” oo Lo 8,201 10,440 9,732 8,073 7873 1018 7,615 8,015 8,015
22 Student Foan Mmkunu, A\m P 4,820 4,790 4,760 N ., 1. n. i na
23 Tennessee Valley Authority . . . 10,725 6,975 6,328 3,200 3,200 3,200 3,200 4,200
24 United States Railway /\s\mmlum R el . na. .. na Ll n.i. na, it na. na.
Other le /u/inq
25 Famets Home Adnshation. . 48,534 42,919 38,619 33,719 31,769 10,759 30,004 28419 27,384
26 Rural Electiification z\dmumlmlmn ................... 18,562 18,172 17,578 17,392 17,299 17.31% 17,256 17,274 17,276
27 OGther. . L . . o 84,931 64,430 45,804 37,984 12,083 30,702 29917 28,734 27,055
1. Consists ol mortgages assied by the Defense Deparment between 1957 and 1963 10, The Fmancing Corporation, established in August 1987 to secapitalize the Federal

under family housing and homeowners assistance progritims

2. Includes patticipation certtficates weelassihied as debt begmnimg Ot 1, 1976,

3. On-budget since Sept 30, 1976

4. Consists ol debentutes issued m payment ot Federal Housing Admuostiation nisuianes
claims. Once issued, these securities may be sold privately on the secmities market,

5 Cernficates of participation issued belore fiscal yew 1969 by the Government Nationial
Mortgage Association acting s trastee tor the Facers Home Adnnnistiation, the Depariment
of Tealth, Lducation, and Welfae, the Depactment of Housmg and Uthan Developrent, the
Small Busmess Administiation, and the Veterans Admustition

6. Oft-budget,

/. Inciudes outstanding noncontmgent fiabihties: notes, bonds, and debentues. hicludes
Federal Agricultural Montgage Cotporation, theretore detaits do not sum 1o total Some data
we estimated,

8. Excludes bonowmg by the Fam Credit Financial Assistanee: Corporation, whieh s
shown on line 17,

9. Betore Iate 1982, the association obtained timancing tnouph the Federal Financing Bank
(FIEB). Bovtowing excludes that obtamed Diom the FEB, which is shown on e 22

Suvings and Loan Insurance Corporation, undertook (s fivst barrowing in October 1987,

1Y Fhe Fam Credit Fiiancal Assistance: Corporation, established 1 Jannay 1988 (o
maovide assistanee to the Fam Credie System, undettook its fist borowing n July 1988

12, "The Resolution Funding Corporation, established by the Fnancial Instiutions Reforns,
Recavery, and Entorcement Act of 1989, undertook its st bonowing i October 1989,

13, The FEB, which began opetations in 1974, is authotized to purchase or sell obhigations
assued, sold, or goaranteed by other tederal agencies, Because FEB incuis debt solely tor the
purpose of lending to other agencies, its debt is not mcluded in the mam portion of the table to
avoid double countmg.

14, Includes FEB putchases ol agency assets and guaranteed doans: the latter are loans
ghatanteed by numerous agencies, with the amounts guatanteed by any one agency generally
being small. The Famers Home Admuistiation entry consists exclusively of agency assets,
whereas the Rural Blecettification Administeation entry consists of both ageacy assets and
guatanteed loans,
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1.45 NEW SECURITY ISSUES  Tax-Exempt State and Local Governments
Millions of dollars
1995
Type of s 01 1ssuel, ay» 9u.
o uee 1ay2 1993 1994 ]
M. Apt My June July Aug, Sept Oct
I Allissues, new and refunding' ... . ... L. 226,818 | 279,945 | 153,950 11,844 8,582 11,804 17,956 0,777 12,308 9,764 13,574
By hpe of pane
2 General obligation . ... 00 0 o 186101 90,599 REXI(E) 5,459 3,536 4,332 5755 1,529 4,519 3,635 0,252
3 Revenue ... 0 Lo [ 36,580 189,346 DY 546 6,185 5016 7472 12,201 0,248 7,784 6,129 7,322
By tvpe of Inuer
4 State ... ... T T 24874 | 27099 | 19080 2315 994 1315 1,329 015 617 1,510 1,825
S Special distriet on staatory authonty™ o0 0 L L 138,327 178,714 95,806 0,572 5,814 8.030 11,382 7,399 7491 5,821 7.831
6 Mumcipality, county, o township ... 63,617 73,232 18,808 2,957 1,744 2450 5,245 1,733 4,200 2433 3918
7 Issstes for new capital . . ... 0 o0 L 101,865 91434 | 105972 10,538 6,497 8,406 13,796 8,384 7,142 6,843 8,054
By 10e of proceedy
8 Pducation ... G e e 18,882 10,83 21,267 1,606 1,803 2,594 2,494 1924 1,130 1,929 1,225
9 "Pransportation ... . 14,35/ 9,167 HLE 3O 454 615 006 3,127 1,926 B6H 446 631
10 Unhties and conservation 12,164 12,014 10,192 633 s 1,282 1,235 485 1,504 363 1,794
11 Socual }vcll:uc ...... 16,7144 13,837 20,289 2,550 1,547 1,738 2002 1,333 Fa21 1,228 1,587
12 Industiad wd o000 Lo oo s o 0,138 6,802 8,101 Lot 9] 416 411 S00 201 627 208
13 Other putposes .. ... 34,560 12,723 15,227 4,218 1,736 1,770 4,467 2,216 1,967 2,050 2,111
I Par amounts of long-term tssues based on date ol sae. SOURCES.  Secwntws  Data - Company  beginng Jawy 1993, favestment
2. Inctudes school disticts, Dealer’s Digest betore then,
1.46 NEW SECURITY ISSUES  US. Corporations
Millions ot dollars
1995
Type of tsue, oficrng, 1997 1993 1994 b— -
o1 et
Feh M. Apr! May June July! Aug. Sept.
P N ,,__r B
1 Al issues' 559,827 754,909 na 42,181" 40,098' 30,438 54,577 55,682 33,200 47,001 55,869
2 Bonds’ ... . . L 471,502 641,498 na 37,3501 37178 26,909 48,579 48,585 29,075 41,070 49,000
By type of offering
3 Public, domesue .. e 78,058 | 480,479 363,050 29452 32,990 22756 40,052 42,398 23147 12,351 43,000
A Private placewnent, domestic’ . 65853 116,240 na, Wi na na na na. na, wa, naL
5 Sold aboad 00 0 0 o000 o 27,591 18,379 56,238 7,808 EREL 4,153 8,528 0,186 5,028 8,718 6,000
By wndustiv group
6 Maoutactunng ... o 82,058 88,002 LI 4,450 2,174 2,876 2,139 0,130 4456 3,982 1,580
7 Commerctd and miscellancous | RENAN 60,293 27,900 3,038 1,978 1,815 0,085 4,528 1,078 2480 2,182
8 Tiansportatton 9,979 10,756 4,573 Lo 03 800 955 657 1o 133 908
4 Public utihity 18,055 50,272 1713 205 939 331 2,530 2,601 RV 620 1,819
10 Communication ... 15,394 31,950 11,980 1,127 40 336 1.767 1,745 1,520 1089 2987
1t Real estate and toaneral 272904 | 303.2% | 334138 | 28300 31,254 20,752 35,103 32,604 21,513 12,704 36,724
12 Stoeks” . o0 88,325 113,472 wa. 4,831 2,920 3876 6,208 7.651 4,503 6,098 6,869
By type of offeiing B
13 Public paclened. . . . 21349 18,897 12,432 206 205 656G 1,507 20 753 1,234 1.010
td Common .. 57,118 82,657 47,881 4535 2715 3,221 4,701 0025 3,750 4,804 5.859
15 Private placement 9,867 11,0917 na L, n.. ik, na na, Wt .
By andishy group
16 Manulactuning A 1,582 101 634 2,369 1,306 2,215 2,064
17 Cammercial and nuseellaneous . 1% 1,502 Y/ 2,150 1,133 1,882 1ed31 2,677
18 Transportation 15 60 48 il 0 7% 93
19 Public atility . . .. 258 137 14t (85 133 9l 190
20 Communation . 0 20 0 {} 64 4] 41
21 Real estate and fiancal 0L 52,02t 475" T80 903 2322 1117 J 2277 L8044

1. Figutes represent gross proceeds of issues
principal amount o1 nuwmber of wits cateulated

matunng 1 more than one year; they we te
by multplymg by the oftermg price, Faganes

exclude secondry olletings, cmployee stock plans, mvestment compantes other than closed-

end, mtracorporate bansactions, cquities sotd abroad, and Yankee bonds, Stock data include

awnership seewsinies assued by Tiisted partnerships,

2,
3

Monthly data cover only public ollenings.
Manthly data we not available,

SOURCES, Begmmng July 1993, Secunties Dt Company and the Bowd of Governos ol

the Federal Reserve System.



1.47  OPEN-

Millions of dollus

END INVESTMENT COMPANIES

Securities Market and Corporate Finance

Net Sales and Assets'

A35

ltem

. . >
Sales of own shares’

-~

Redemptons ol own shaes
Nersales™. ... o,

Assets!

Cash®
Other

o

1995
19934 1994 o - — —
Feb, M. Apt, May June July Aug. Sept

851,485 841,286 59,21t 09,898 68,294 70,798 74,749 76,081 72,113 08,772

SO 881 G99 823 50,738 60,970 50,957 57,033 61,932 56,344 51,610 54,444

.. 284,004 141,463 8,381 8,024 8,337 13,765 12817 19,736 14,503 14,329
1,500,209 | 1,550,490 | 1,619,705 | 1,657,370 | 1,700,280 | 1,769,287 | 1,808,753 | 1,880,754 | 1,908,525 | 1,963,184

.. 100,209 121,296 126,307 121,424 124,002 128,375 122,461 126,340 [RYRVA 127,082
1,400,838 1,429,195 1,493,309 1,535,946 1,586,187 1,640,913 1,686,202 1754,415 1,781,352 1,835,502

1. Data on sales and sedemptions exclude money narket matwal tunds but mielude
hmited-matunty municipal bond funds, Data oncasset posittons exclude both money maket
mutuak funds and hinmned matatity mumcipal bond lunds

2. Includes remvestiment o net meome dividends, fochudes renvesinent ol capital gaims
disttibutions and shaee issue of converssons Trons one Jund o another iy e sane groap,

b Laxcludes sales and redemptions resulting hom tansters of shaes mto or out of money

market mutial funds within the same tund Fuily.

4 Market value at end ol penod, less cutrent Labthties
5. Inchudes all .8 Tweasiy secunties and other shorl-lenm debt securites,

SOURCT

huvestment Conpany Insttute, Bata based on aepotts of membershy, whucly

comprises stibstantially sl open end investment companies egistered wath the Sceuities and
Exchange Commission Datareflect undeiwinitigs ot newly formed companies after (then

it oftering of securities,

148  CORPORATI PROFITS AND THEIR DISTRIBUTION
Billions ot dollars; quarterly data at seasonally adjusted annual rates
1993 1994 199y
Account 1992 1993 1904 — —- B e
04 0! 02 r 03 ot 01 W 03
I Prolits with mventory valuation and
capital consimaption adjustment . oo L 4051 485.8 427 5339 S08 2 Sd6.4 5560 5608 569.7 5811 it
2 Profits belote taxes, ., e 3959 4624 524.5 S01.7 4835 5231 5381 5535 570.6 5741 it
3 ofits-tax fabidiey ... 0 o o0 1397 1742 2025 1985 1840 2007 208.0 2156 220.0 2204 a
4 Prolins after xes . oo 2562 289.2 322.0 302 2994 3204 329.5 RRYS 150.7 153,60 na
S Dividends, ... N 171.1 (DA 205.2 194.0 196.3 202, 2079 2139 217.1 2194 287
6 Undisnibuled pootits .00 Lo 85.1 97,5 1169 1156 103.0 1189 1216 124.0 133.5 1338 na
7 Iventny valuation L. . a4 [ 19.5 0.5 124 (BN o [RN 9.0 8.2 T4
8 Capital comsumplion adpstinent .« ... 157 245 7.7 ¥R 7.0 §74 37,5 8.8 18 | 35,0 154
SOURCL, U.S Depinhinent ot Commerce, Sunvey of Cuprent Business,
1.50  NONFARM BUSINESS EXPENDITURES  New Plant and Hguipment
Rillions of dollars; quatterly datat seasonally adjusted annual 1ates
1993 1994
Indusny 1992 1994 19941 . —— - .
01 2 04 04 01 2 Q4 Q4!
I “Total nonfarm business ... . . ... 546,60 586,73 638,37 563.48 87895 594.56 o4.51 619.34 637.08 651.92 645,13
Mantifucinee g
2 Duwable goods mdustnies oL 7380 8115 Y278 78.10 80 33 827 8361 86.01 DI U8 9/ 94,44
1 Nonduiable goods industies ... oo 100 69 98.02 W 95.80 9722 Y I 98.51 9407 102,28 98.39 99 39
Nonmanufac tiring
GMinmg oo .48 10.08 11.24 8.U8 910 1109 10,92 1143 10.70 H1.57 11.27
Tramsporfaton
S Raload ooooooo 0.67 014 6,12 6.16 594 5.89 0.55 146 5.360 6.05 740
6 A K03 642 305 7.26 663 670 5.06 423 453 3 86 1o
7 Ohe .04 9.22 1053 890 892 K74 10,24 1077 9.70 10.22 142
Public utldnies
8 flecuic . P AR 22 52.55 52.25 4998 S0 61 5290 S5.60 48.68 53.85 a4 15 52,00
9 Gas and other .. .. 24099 24443 21420 2379 23 K3 2298 2327 2296 24 35 24.97
10 Commercral and other . 268 84 299,44 330,93 84 35 206 35 0374 310,718 336,28 34370 34 48

b Faguies are amounts antic ipated by business.

200 Oher™ consisis ol construction, wholesale wid cetad trade, lmance and isatance,

personal and business services, and comnnmicastion.

SOURCE. LS, Depattinent o Cowmerce, Survey of Crnrent Business.,
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1.51 DOMESTIC FINANCE COMPANIES  Assets and Liabilities!
Billions of dollars, ead of period; not seasonally adjusted
1994 1995
Account 1992 1993 1994 Ee—
Q1 Q2 Q Q4 Ql [67] 03
ASSLEAS
I Accounts recervible, glms‘y ,,,,,,, 4918 482 8 5510 494.5 513 524.1 5500 568.5 5869 504, 1
2 Comsumwr...o...o. oL L o 118.3 S0 1348 1201 130.3 1348 135.8 141.7 146.2
IOBusiness . oo o 011 2046 7.6 302.3 372 3376 sLe RUTES 618
4 Rueal estale 72.2 m7 8.5 721 76.0 78.5 80.8 83.4 8o.1
5 LsSs: Reserves tor uneined meome. oo e N32 07 55.0 512 519 511 55.0 58.9 a2l 61.2
0 Reserves tor losses. o0 0 0 oo 16.2 H2 124 11,6 12.1 12.1 124 12,9 13.7 138
7 Accountsaccervable, net L0 o0 L 4224 4209 4815 4307 A47.3 40609 4835 4967 SHLt S19.0
8 Allother. ..o 1425 17,9 1834 1712 174.6 1772 183.4 194.6 1941 198.1
Y Total ussets ... .. . ... 5649 5918 666.9 602.9 6219 638.1 666,9 691.4 9.2¢ 7.1
LIABILIHES AND CAPIIAL
10 Bank founs ..o o0 L 37.6 25,3 202 24,2 RER) 216 212 280 21.5 21.8
11 Commereial paper. . . . Lo oo 156.4 159.2 [84.60 1659 171.2 171.0 184 6 181.3 t81.3 1780
Debt
12 Owed to paient . . 39.5 427 510 A 44,7 50.0 510 52.5 57.5 59.0
13 Not elsewhere classilied . 196.3 06 6 2150 2447 0.0 228.2 235.0 254.4 264.4 272.1
14 All othes Tiabihties O8.0) 87.1 99.5 920.5 8.9 95.0 99,5 102.5 102.1 101.7
IS Capital, sueplus, and undivided prohts, o0 7.1 714 75.7 0u s 732 723 75.7 79.7 825 84.4
16 ‘Total liabilities and capital ... . ... .. ... 564.9 5918 666.9 602.9 621.9 638.1 666.9 691.4 709.2° 717.1
1. Includes finance company subsidizues of bank holdig companies but not of retailers 2. Before deduction tor uneained mncome and losses
and banks Data are amounts caned on the balance sheets of finance compames: seemitized
poals are not shown, as they are not on the books
.52 DOMESTIC FINANCE COMPANIES  Consumer, Real Hstate, and Business Credit!
Millions of dolars, amounts outstanding, end of period
1995
Type of credit 1992 1993 1994
| Apr. May June July' Aug! Sept.
Seasonally adjusted
Filotal o000 0 L 539,996 A‘ 545,533 614,784 644,041 653,872 600,714 661,656 670,755 673,546
20005MMCT . ov i e e e e 157,579 104349 176,198 181,775 150,584 188,600 189,898 191,199 192,630
3 Real estate” . 72,473 71,905 78,770 81,877 %2843 84,198 84,880 85,756 86,121
4 Busmess. o000 o 09,944 313,219 359,816 380,389 384,440 387,850 186,872 393,800 394,795
Not seasonally adjusted
SAotal..oooo0 L Lo 544,691 550,751 620,975 646,621 653,503 661,910 658,140 664,492 670,957
6 Consumer, .o o0 L o 159,558 162,770 178,999 181,508 184,610 187,303 187,303 190,220 192,690
7 Mot vehicle R R R 57,259 56,057 01,609 62,435 63,089 05,162 05,861 07,607 08,857
B Other ComsUMCt © Lo oo o s 61,020 603,396 73221 75,369 75,943 76,581 76,302 71,251 77,345
9 Seeurttized motor velie 29,734 16,024 31,807 31,261 2,117 12,135 12,381 31,551 RN
10 Sccuri(i/gd ather causuier’ (1,545 (0,293 (2,272 12,543 12,867 13,425 13,259 13,757 15,374
11 Real estate” - . 72,243 71,727 78,479 82,104 82,735 83,351 84,987 86,107 80,128
12 BUSINENS .o e e e e 312,850 316,254 363,497 RV 380,152 391,256 385,350 388,159 392,139
13 Mot vehacles 89,011 95,173 118,197 128,572 128,312 127 487 124,005 124,048 124 400
14 Retail’ oo e e 20,541 18091 21,514 22370 21,228 22,142 22953 23,487 25,006
15 Wholesale® . oL 29,890 3,148 35,037 39,574 39,512 36,989 32,147 31,392 29,313
16 Leasmg......o00 0 0 0 s oo 18,980 454934 01,040 60,028 67,572 08,356 068,905 09,169 70,081
17 Fquipment . . .. Lo 151,424 145,452 157,953 162,623 165,219 169,995 170,253 170,825 171,239
1% Retail .., RENRA 35,513 39,080 H),880 41,264 42,00 42,541 43,121 42,823
2] Wholesale®. ... o 8080 8001 9,078 9,601 10,643 11,728 12, H11 12,278 12,210
20 [easmy. .. R R 109,223 101,938 118,505 112,082 113,312 116,262 115,601 115,420 116,200
21 Other business” . oL G e 60,856 53,997 61,495 0-4,420 64,365 63,869 64,89% 66,111
22 Scenutized busmess assets ' 11.599 21,032 25852 27,298 28,522 29,409 27,223 28,388 10,189
23 Retail ... .. ... 1,120 2,869 4,494 4,937 5,224 4,989 4,784 4,587 5,293
4 Whotesale o000 5,750 10,584 14,820 16,561 17,676 18,310 16,409 17,986 19,180
25 Pemsig o0 oo 1724 8,179 6,532 5,800 1 5,622 6,110 5,970 5818 5916

I Encludes imance company subsidunies ot bank holduig companies but not ol retitlers
and banks. Data ate before deductions tor uneaned meome and losses Datain this table also
appeat in the Board's G 20 (422) monthly statisticad release. For ondering addeess, see inside
fronl cover,

2. Inchudes all loans secured by tiens onany type ot real estate. for example, fustand junio
mottgages and howne vguty loans,

3. tneludes personal cash loans, mobile home loans, and loans w puchase other types of
cansamer goods such as applinces, apparel, general merchandise, and reereation vehieles

4. Outstandmg balances of pools upon which secutities have been issued; these balances
e no longer caned on the balance sheets of the loan ongmator.

5. Passenger car Neety and commerctal land vehices tor which heenses ae tequited,

6. Credit arsing fiom transactions between manutactirers and dealers, that is, floor plan
financing.

7 Includes Toans on commerctal accounts weervable, Tactored commercial accounts, and
recervable dealer capital; smadl toans used promarily {or busmess or finm purposes; and
whalesale and lease paper for mobile homes, campers, and travel tadlers,



1.53 MORTGAGE MARKETS Mortgages on New Homes

Millions of dollars except as noted

Real Estate  A37

1995
fiem 1992 1993 1994
Apr. May June July Aug. Sept. Oct.
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Terms'
| Purchase price (thousands of doflars). ... 0. .. 158.4 163.1 1704 1747 178.1 181.7 1694 1704 1748 1743
2 Amount of loan (thousands of doblars). 118.1 123.0 120.8 1346 136.3 1377 1304 130.6 i318 1330
3 Loan-to-price ratio (percent). . 76.6 78.0 788 79.2 8.7 78.2 8.9 8.9 8.1 778
4 Maturity (years). .. ........ 256 20.1 215 2801 R4 27.2 26.6 273 28.0 26.6
5 Fees and charges (percent of loan amounty’ 1.60 1.30 1.29 N2 1.30 148 L% .12 1.20 1.1t
Yield Ipern'nl /u'r year)
6 Comract rate 7.9% 7.03 7.26 796 7.79 7.54 7.58 7.56 7.50 1.39
7 Elfective rae' 8.25 7.24 747 815 7.99 7.73 7.8 7.75 7.69 7.58
8 Contract rate 1HUD seriestt o 843 7.37 8.58 844 7.84 7.80 7.98 791 778 7.62
SECONDARY MARKETS
Yield (percent per year) .
9 FHA mongages (Sunon 0% 8.46 746 8.08 8.56 8.03 8.00 8.09 8.03 8.03 7.61
10 GNMA securities® ..o o i 6.65 7.96 796 7.53 7.24 7.27 749 7.26 7.16
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Morigage holdin end of period)
11 Tout 158.H1Y 190.861 228078 232534 235882 238,850 "-ll Krid 246,234
12 FHA/NAnsored . ...o.oo oo 22,503 23857 28.604 28.576 880 28.761 28,640 28442
13 Conventionad . ..o 135,526 167.004 194, 4‘-)‘) 198,161 200,004 204.022 201227 250063 217469
14 Mortgage iransactions purchased (during period) . ..., .. 75905 92,037 62389 3709 37 6.575 5.657 5.68% 7443
Mortgage commimients {during period)
15 Issued 74.970 92.537 54,038 3.277 6085 5.605 4512 6,284 6.019 6,732
16 To seh® 10,493 5.007 1.820 22 28 9 26 53 9 0
FEDERAL HOME LOAN MORTGAGE CORPORATION
\/Imluuw' holdings tend of per iod i
33,003 55012 72.693 79.147 K008 KRR 91.544 94989 99,758
21 276 262 257 250 246 281 276
3.\,3!) 54691 72416 78,885 80,751 88.624 91.298 94.708" 99482
Mortgage transactions (during period)
20 Purchases 191,125 219.242 124,697 4.530 10,982 7,001 7316 9.594 11,458 11092
2L SAIS . 179.208 208,723 17,00 3805 10479 53206 0074 8161 10.239 9.856
22 Mortgage commitments contracted (during period)” .. ... 261.637 274599 136,067 13,437 4549 6.198 8106 10.578 12469 10,388

1. Weighted averages based on sample surveys of mortgages originated by major institu-
tional lender groups for purchase of newly built homes: compited by the Federat Housing
Finance Board in covperation with the Federaf Deposit Insurance Corporation.

2. Includes all fees, commissions, discounts, and “points™ paid (by the borrower or the
seller) 1o abtain a loan.

3. Average effective interest rate on loans closed for purchase of newly built homes,
assuming prepayment at the end of ten years,

4. Average contract rate on new ¢ for conve al lirst mortgages: from U.S.
Department of Housing and Urban Development (HUD). Based on transactions on the first
day of the subsequent nmnlh.

5. Av 2ross yicld on thisty-year. minimum-downpayment first mor
by the Federal Housing Administeation (FHA) for immediate delivery
secondary markel. Based on transactions on first day of subsequent month,

gos insured
the private

curi

ies backed by
ion (GNMA),
2 ment in twelve years on pools of thirty-yex ges insured by the
I ederal Hnusm" Administration or guaranteed by the qurlmml of Veterans Aflairs.

7. Does not include standby commitments issued. but includes standby commitments
vonverted.

8. Includes participation loans as well as whole loans.

9. Includes conventional and government-underwrittien loans. The Federali Home Loan
Mortgage Corporation’s mong commitments and mortgage transactions include activity
under mortgage securities swap programs. whereas the corresponding data for FNMA
exclude swap activity.

vields to investors on fully moditicd pass-through s
mteed by the Goverament National Moy A
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1.54  MORTGAGE DEBT OUTSTANDING!

Millions of dollars, end ol period

1994 1995
Type ol older and propaty 1991 1992 1903 —
02 (&} Q4 Ql Q2
1 Al holders ., 3,926,337 4,056,233 4,229,592 4,315,839 4,375,155 4,426,606 4,474,715 4,527,103
By tvpe of properiy
2 One- (o tour-fanly tesidenees oo . e 281,307 2.903,91 LR BONRN) 3.235939 3,292,201 3344 791 3,383,139 343,841
3 Multfanuly residences oo o - e B 30h,551 295 417 RUTIRH & 205003 297 650 206902 298,230 33,629
4 Commacial e . e e 759,154 716,087 700,780 702821 7,679 101,941 709942 710,266
S taim L . . s 79305 R0L,73K LINDR K260 82,625 RY071 83404 81,367
By npe of holder
6 Major fimancial instigtions . Co 1.830./26 1769187 1.767 84 116322/ 1,780,074 {BISKH) 1R4LELS 1,865,145
/7 Commercal banks . RIG 0 ROL513 CAURER G368 1) U8E.365 1004280 1024854 1,052,882
8 One to fow-tannly . . . 483623 07,780 536,538 309,512 502021 Ol1,ev7 625,378 648,815
9 Muttdanuly . C . L 30,945 K024 18,635 18,609 IR.004 WI16 19,746 40,519
14 Connnereal 00 ceee . 137.005 328,820 324,409 120,800 I2K041 331,100 330,795 339,981
1t Fatm . . . co 18447 DR 204862 21918 22,408 22567 22930 23,504
12 Savings msttutonst L L P 03,367 627972 S98. 33 585,071 387,545 SU6,198 601,777 598,876
13 Oue- o toue taauly e o 538,158 18D 622 469,999 462219 0,700 Avy 483,625 481,434
1} Mulufamily, .. . . . 79851 0,791 67,302 066 281 65530 60400 63778 61,373
s Commicicial L e 8O.7-H 68,235 607001 56,872 55017 SLOT S5-L08S 52,788
I Farm . . IR 324 05 299 91 REDS 288 281
17 e mswance u)mpnmk N . 20N 258 20702 229,001 220,716 217,165 RARMAR) 205,084 RERY)
I8 One- to o fanly . B S 11,547 LR U458 8122 7,084 7910 7,892 7817
19 Multitanuly s P 29500 RYNED] 25814 24958 24,544 21306 24,250 24019
20 Conmpereral 00 Lo PN N RERNTIN 198,269 134,305 L8104 175,168 173,539 173,142 [FARIOR]
21 faem .. L Lo FOOME 0222 94844 DRAR) 9,479 9577 9,900 10,058
22 Pederal wind related apencies . . 200,116 86,2063 128508 329,725 329,304 32349 Y. 770 315,211
23 Government Natonal Motlgage Assocntion L v 30 22 12 12 6 [ 10
24 One 1o toar tanuty . . . v 0 s 12 [ [ s 10
25 Multfamly . . o . () 0 7 0 [ [} 0 O
26 lamaes Home /\(Innuhlhkllml P RIVAR] 41,098 JE 380 41,370 41,587 41,781 41,857 41,917
27 One 1o fow-tamly o [T 1¥.406 16912 15,303 14459 1-LO8A 13,826 13,507 13,217
28 Muletamly . o L . foe . PN 10,141 10,575 10940 1E 147 11,243 11,319 11,418 11,502
29 Connnerctal . o 4,905 S.15% 5106 5,526 5,608 S.070 5,807 5.949
3 om0 . . 871 9050 V719 H 239 10,652 1066 1124 11,239
3 Iederat Hml\lnk .uul Velerans' /\(]llmll\ll tions . 10,733 12,581 12.218 L1069 10,533 10,9644 10,890 10,008
32 One- 1o tou-tumly P . . ORI 5,053 5301 4.820 4,321 4,753 4,715 4,848
33 Mulutaomly . P 009/ 7,023 0,851 0,313 0,212 6211 6,175 5,260
A Resolution Frast Corpotation . . 15.822 32045 17,284 3,908 15,401 10,428 9,342 0,450
39 One w tow-tanly ..o N L . 14,535 12,900 7.203 605 6,998 5,200 4758 2 R0
36 Multifanuly ... ... . P . 15,018 9,021 5,827 4,230 4,569 2,859 2,494 1,940
17 Cammereral . o 16.269 ERTIN b5+ 3.633 1,836 2,309 2,092 1,645
3% Fae R 8 [ ] 0 0 0 0 0
39 lederal Deposn In\m mu ( waporaton .. i} 0 1h 112 11407 9,169 7.821 6,730 6,039
A4} One e lour-tamily BN . 0 0 2,367 1,706 1,241 1,049 840 731
41 Multitamly . . A ) 0 1126 [T 2,090 1.595 [IRITH) 4,138
2 Commaaal 0 . o . [0} 0 11319 g.000 5838 5177 4,580 EN VA
43 Faim . . . . 0 i} 0 0 0 0 0 0
4 Federal N.mnn.xl Montgage \wm.nllull P R 112,283 137,584 166,042 175,377 177,200 178,039 171615 178,467
45 One- w fow-fanly . . . o o038/ 11:L01h 151,310 199,437 161,255 162160 161,780 102,674
46 Mulntanuly ... .. TN 11,896 (AR 15,332 19,940 15,045 15,899 15,835 15,788
47 tederad Tand Banks . N 28,767 28004 28,4060 28475 26,538 28,555 28,065 28,005
A8 One- to lour tanuly A Lo 163 1,687 1.675 1,675 1,679 1,071 1,65t 1,648
49 Tam RENEYAY 20977 20,785 20,800 26,859 26,885 26,414 26,357
S0 Tedeal Hmll\ [ oan Motlgape ¢ n||m|.mnn R 26,809 11,6695 JRA76 48,007 46,803 15876 15,250 44,224
51 One- (o tow fannly B 2412 31032 45,929 45427 44,208 43046 42,122 40,963
52 Multfannly ... . e 2084 2033 2,547 258() 2,055 2%30 3,134 3,201
53 Mortgage pools o tuss’ . . 1,250,060 1125540 [IRRER 1 1,652,999 1,682,421 1703076 1,714,357 1,737,483
54 Government National Mnll;.\p A\\nu.llum R L 429,295 RECATI J14,066 435,709 444976 450,934 454,401 457,101
35 One- w low-tanly . . . . . e 415,767 10,675 J0-4,80:4 420,363 4355101 S41,198 444,632 446,835
56 Mututmmly PN 9,528 8,84 v,202 AR 9,465 9,736 9,709 10,246
57 Tederal Home Loan Molly e ( orpotation . . 359,101 407,514 H16,029 479,555 482,987 480,480 488,723 496,139
8 Cue @ fow-fanuly . e 351 900 11525 141,494 EYAWARS 479,539 483,354 485,643 493105
59 Mutltitannty . . . . /258) 5,989 1,535 3,822 348 3120 3,080 3,034
o) lederal National \[()Il)'d”\ z\wl\ mllnn T . 171980 444979 495,528 S1-4,858 523512 330,343 5 33,262 543,669
ol One- 1o tour tanity BN . 62,067 35070 6,804 505,730 A14,375 520,763 533,091
02 Multdamdy. .. w7 4,000 8721 9425 9,137 9,580 10,578
63 barmers Honie Adimustiation® o 47 A 28 A2 20 19 13
o4 Ones o tow-tamly . e 1 K 3 4 4 3 2
65 Multtfamly . R . PN 0 i} 0 0 0 0 0
€] Commeraal o o0 Lo BN . . 19 17 13 10 9 9 0O
o7 Favm ... L P N R 17 13 10 8 7 7 h 5
68 Prvate monlgage umdull\ 44444 . . - L Y177 153,499 198,171 222858 230920 235,300 237,957 240,501
09 One- o fow tanaly . ... B . 84,000 132,000 164,000 179,500 182,300 183,600 184,400 187,000
70 Muhitammty. ... - I e LOUY 0,305 8,701 11,514 13,891 14,925 15,743 15,745
71 Comnerenal oL e . BN 0,179 15,194 254069 31844 3735 36,774 37814 37,816
12 a0 . PP B O 4] 4] 4] 0 0 0 0
73 Individuals and others® e . R 02,798 579,441 S6U.887 577,356 584,229 SU8,.772 609,264
One- to o lanuly e Cen 370,157 I%7,345 375,167 379904 387057 198,279 406,770
75 Mulutmmty e R . - LRICRY) RO,580 89417 90,924 91,201 92,137 93,218
76 Commercrat e PR . . 93541 91401 91943 93,538 93,292 95,620 96,413
77 Farm AR I I 15,101 t4,009 13,360 12929 12,681 12,736 12,863
I Multitanuly debtreters 1o loans on structures of five or more -ty 6 Othed hobders mcdude mottgage companes, real estate investiment trusts, state and local
2 Inchndes foans held by nondeposit st companies but not loans hield by hank st aedit agencres, state and local retnement Lunds, nonosured pension tunds, eredit wmons, and
depaninents Inance companies,
3, ducluces sivings banks and sivings and loan associations SOURCTS Based on dati hon vaious mstiutional and gaveinment soutees, Sepatation ot
o EmHA-puaanteed secunties sold o the Federal Binanomg Bank were reallocited trom nonfaun martgage debt by type of property.al not repotted directly, and mterpolations and
FmbA mogage pools w BmA mortgage holdimgs i 1986 QO F becanse of accounting extiapolations, when sequured for some quinshers, e estmsated i pant by the Federal Reserve
changes by the Tariers Home Adinmistation. Line 69 from Inside Mottgage Secuyies.

5 Outstandmg prncipat balances of mortgage-backed secunities msured or gieanteed by
the ageney nheated.



1.55 CONSUMER INSTALLMENT CREDIT!

Millions of dotls, amounts outstanding, cnd of period

Consumer Installment Credit

A39

Holder and type ol credn 1992 [POR) 1
. - RV U S
tlotal oo AT . 730,847 790,351 a2,
2 Automoble 257435 280,506 31
3 I{uvnl)vmp e e 258,081 JRG,588 33
4 Other ™, . RIREAT 223,197 4
S Total ... oL . e 748,057 809,440 92
By tajor holder
G Commercial banks. . . L . .. 310,088 367,560 42
7 Finance companies . . 118,279 6,453 1y
8 Credit unions .. P U1,691 101,634 Tl
9 Savings mstitations I - 300 37,855 3
10 Nounhnancal business | RPN . 49,501 55,296 O
[T Pools of secunitized assets®, . {21,386 1364636 i
By wiajor type of o1 edi®
12 Automobde ..., R 258,226 281,458 3
13 Commercial banks. ., , o 109,673 122,000 14
14 Finanee companies P R 57,259 56,057 {]
15 Pools of securitized assets 'L L §3 88K 39 481 3
16 Revolving S 271,850 301,83/ 15
17 Conunercd banks, . Lo 132,966 149,920 IRl
18 Notfmancial busmess ' P RRWIN S 125 3
19 Pools of secwritzed assels!, Lo 74921 79878 0
20 Other ... L. AR e 2H7081 220,115 25
21 Commercial banks . e 87,100 95,6k 10
22 Fuinee companies .0 . L 61,020 60,396 7
23 Nonfmanctal business® N 5,095 S/
24 Pools of seeurttized assets' e 12,577 127 1

1995
994 - = — - -— - - - - - = —
Apr, May June July Aug'
Seasundlly adjusted
2,853 946,452 959,593 970,741 979,387' 989,720
1281 120,431 134390 RERNIG) 337,588 339,044
4,511 159,055 367,147 373,572 V70,800 181188
1,106 260,366 262,080 264,005 264,998 208,898
[ . L B
Not seasonally adjusted
5,000 938,108 951,090 964,302 971,416' 88,988
7,851 4314441 431,863 437498 REYINTINY 451,784
4810 137 8004 139,632 141,743 142,163 144,918
9,504 123,233 125,052 126,352 127413 129,683
8,468 37,499 37,500 37,501 AR,001 18,000
{0,957 S5,L16 5914 56,319 56,300 55,723
2300 153,012 158,145 164919 166,314 168,880
R213 324,140 5 333,104 36,011 34,579
1,851 142,014 42,805 144,701 146,149 148,544
1,609 62,435 63,080 05,162 65,801 7,667
4,918 35,319 36,244 36.090 37,074 36,681
2,260 155,012 302,284 308 80O 372,030 379,295
0,183 180,609 183,000 182,950 184,245 (8,163
9,341 49773 0,595 51,040 S1L077 50,437
4,370 103,188 106,811 112,575 113,782 116,268
4,521 258,950 259,881 262,359 62,712 268,114
5,817 108,821 108,992 109,787 110,771 114,072
3221 75,309 73,9414 76,581 76,302 71,251
50616 5,343 5,49 5,309 5281 5,286
4,006 14,508 15,080 15,654 15401' 15,931

995,136

341,387
34,025
200,724

997,869

449,50,
146,202
131,203
3R.000
54,077
178,785

144630
148,001
68,857
V1476

382,203
185,572

48,906
123,814

JI6910
HS,019
17.345
5271
11498

E. The Bomd's series onamounts of cedit covers miost short axd intenmediate-tenn ¢
extended o indviduals that s sebieduled to he vepand (or has e option of epayment) m
or mote nstallnents Data e thas table also appem in the Boad’s G119 (21 mion
statistical 1elease. For ondermg addiess, see mside ront cover,

edit
twao

thity

3 Includes tetarlers and gasoline companies.,

4. Outstanchng halances of pools npon which secunties have been sssued, these balances
are no longer catned on the balance sheets of tie loan origmatos
5 Totals mchude estmates tor cettam holders tor wlich only consumer aedit totals wie

2. Comprises mobile home loans and all other mstallment loans that e not metuded walable,
automaohile o1 revolving credit, such as toans Tor education, boats, tratlers, or vawations These
loans iay he secwed o unsecmed
.56 'TERMS OF CONSUMER INSTALLMENT CREDIT!
Percent per year except as noted
1995
lem 1992 1993 D e e e
M Apr. May Juue July Aug. Sept
S S O ES— \r» A E R - 7~T—,,Awf —
INLFREST RATES
Commercial banks”
1 4K-month new cin c o 90 B0y LN na na 078 na na 944 na
2 24-month personal L0 Lo 1101 13.47 1319 1., na, 103 it A, 1184 KIS
Credit card pln
3 Al accounts e ta it 15 69 na na 1o 15 na na 1598 i,
4 Accounts assessed mterest L [ i 1, 15.77 o na. 1623 na . 1594 na
Auto finance companies
5 New e L ..., .. i . 9093 948 Y79 11.95 174 1143 1108 1101 10.85 7S
6 Usedcu, ... e PN 13,80 12779 1349 15 10 1499 1478 14 63 14 3§ 1423 112
OHLR TrRMS
Matw ity (months}
7 Newe ..o, oo e . 4.0 31,9 0} 545 1o St 539 Sh1 53.5 N3
B sed e oo P . 479 AR8 50,2 521 52.2 52,2 52.4 2.4 23 523
Foan-to value ratio
9 New G o o L KU 91 92 92 92 92 42 DR 92 y2
10 Used e o0 AP . 97 Bhi 99 99 100 9y 99 160 99 100
Amonnt fimanced (doliary)
tl Newoewr o oo P e 13,5844 14,332 15,375 15,826 16,029 16,155 16,083 16,080 10,050 16,102
12 Used e o0 N e 9,119 9875 10,708 11,220 11,505 11,496 11,518 L1637 11,662 L1125
L The Board's senes on amonnts of oredit covers most shoti- ad intermediate tenm ciedit 2 Data are available tor only the second month ol cach quartes

extended 1o ndividuals that is sebieduled (o be vepad (o bas the option of wepayment) in
or mate mistalbments, Datac o thes table also appear methe Boad's G119 (4210) mon
statistical telease For ordermy addiess, see mside front coven

twe

thiy

3 ALao fmance companies
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1.57 VFUNDS RAISED IN U.S. CREDIT MARKETS'

Billions of dollas; quarterly data at seasonally adjusted annual rates

1993 1994 1995
hansachon catepory or sectol [0 1991 1992 [BOA) 1994
Q4 Ql I Q2 I o l Q4 Ql w2
Nontancial sectors
N - . J—
I Total net borvowing by domestic nontinancial sectors. .| 6383 478.7 540.6 618.5 602.4 660.0 650.3 5274 o7.6 6239 8424 819%.6
By secior and imiment
2 US poveroment . [ 2469 2782 040 256.1 1559 274.2 210,58 1229 1336 156.4 2718 1936
3o Tieaswy seentics, 238,/ 2020 J03 8 248.3 155.7 2005 2118 118.2 130.7 162.1 2730 192.0
4 Budget agency ssies and mnny.nuu 8.2 11y 2 7.8 2 1.7 1.3 47 29 3.7 1.2 L6
5 Pavate .. . L L e e REL 200 4 236.7 162.4 446 6 8K 439.7 404.9 474.0 467.5 5706 6260
By mistnonent
6 Tax-exempt obhgations . .. L o a8 7 08.7 (O] 75.5 299 27.3 131 281 40.4 819 57.4 20.3
7 Coporae bonds S 471 78R 67.6 75.2 220 074 354 59 1472 27 41.4 1195
8 Mortgages . vy 3 1614 1239 155.7 187.2 148.5 160.4 1703 221.0 191.3 2411 163.2
9 Honw mottpages . ... . [RS 0 1638 179.5 1839 1952 184.6 194, 7 16d.4 2208 2007 072 183.3
n Multdamdy resdental L . e . 48 51 112 6.0 17 2.3 44 66 4.6 3.6 80
I Commeraal .. . e R 93 4 455 206 1 339 "") l 1.4 8.0 6.2 28.6 1.9
12 T 3 4 11 5 1.8 2 6 29 2.2 1.4 1.7 39
13 Comsumer credit 50 14.8 7.3 589 121.2 Lo 68 7 1228 131.6 1ol S 100 3 147.9
14 Baok loans nee e e B “ 409 138 48 714 269 649 1 53.6 89,5 736 139.8 102.2
15 Comnetcral poper L . AP N 97 I8 1 8.0 100 2l LR 8.2 164 1R 212 "} 448
16 Other loans . o0 PR 6715 [ Yy 17.7 532 18 78.9 343 302 9.2 104.3 68.0
By borrowmg secton
17 Houschold e BN . 2185 1751 2142 2809 3535 $35.0 307 4 308.0 3921 400 4 324.4 324.7
I8 Nonfmancwl busmess ... L P 1239 333 8 I18.5 137 1 33K 135.2 144.2 135.2 1338 024 128.8
19 BT 214 21 L 20 2R 16 29 87 22 2.4 O 6.3
20 Nonfatm nnnunpm(m‘ e 101 279 435 24.6 155 15.3 1.4 127 18.1 19.2 71.8 320
21 Corporate . PPN R I R I 74 432 411 {188 45.5 1206 122.7 15,0 1170 230.0 289.9
22 State and local ;,(»vul ulull ............. . 46.0 02,0 217 030 44.0 170 2.4 47.2 534 -0 56.2 27.5
23 Poweign et bonowing m Chated States L .o 239 4.8 22,0 OK.8 203 418 9R.0 370 20.6 329 64,3 36.0
20 Bowds ... . P RPN .. s 15.0 157 813 7.1 o0 26 17.4 208 217 13.5 40.7
25 Banh loans nee L . - I 29 i 2.4 7 14 6.3 6.0 45 4.7 ] 81 5.6
26 Commerctal paper . .. e 123 64 5.2 9.0 273 120 1018 5.2 81 R 379 9.6
27 US government and other loatts. s . 70 9.8 6 42 Lo 0 5 9.4 1.3 2 4.9 6.7
28 Total domestic plus foreign A N 659.2 493.4 5633 687.3 S82.1 7018 552.3 490.9 028.2 656.8 9.7 855.6
Fanancial sectors
29 “Iotal net borrowing hy financial sectors e 202.6 1517 456.3 364.3 520.6 370.8 412.1 5219 3153 8Ly
By mstrument
30 LS. govermment-telated | P 1674 1457 1558 164.2 284.3 1433 310.8 254.7 24810 3.4 125.4 186.1
e Govermnent-sponsored Llll\.lpxlsk\ NPT . 171 0.2 413 806 1769 534 1600 146 6 1521 249.0 62,9 127.2
32 Moitgage pool seeuities . . P 1504 1366 1£5.6 83.0 n2i 899 196.0 108 1 910 534 62.5 59.0
33 Loans tom US government . .. .. L. e | 0 .0 .0 4.8 RU} 19.2 .0 0 .0 Kl 0
34 Povate, ... L L L L RN . 353 6.0 834 1254 172.1 221.0 1838 {16.1 169.0 2195 189 9 195.6
35 Coporate N 460 0608 805 118.6 110.2 140.8 158 1 95.4 95.9 v12 150.3 145.3
6 Mougages . 0 A O 3.0 9.8 55 98 12.4 12.0 49 5l 4.8
¥ Bank loans e . 4.7 8.8 2.2 4.0 123 18.0 49 277 LY 5 17.8 10.1
W Open market £ N 8.0 2.0 7 0.2 41.6 760 36,0 3.0 423 R4 0 40.3 333
39 Loans from Fedeal Hm\u foan H.mk\ B . 247 8.0 8 233 Ny 16.8 108 323 30.7 388 - 230 2.2
By horrowmy sector
40 Government-sponsored enterprises o Lo 170 01 40.2 8006 1721 534 140.8 t46.6 1521 249.0 629 127.2
41 Fedenally wlated nnul;_nu pools . . RN 150.3 136.6 1156 BiG 2 9.9 1960 108.1 910 534 62.5 59.0
42 Puvate, . L Coeeeeee e R 35 3 0.0 814 1253 1721 2210 1438 161 169.0 2195 189.9 195.6
4% Commerenat banks, o e 7 17 88 5.6 100 12 2. 124 228 2.9 9.3 18.4
44 Bank holding compames. .. .. oL 277 25 23 8.8 10.3 122 15 10.1 1.5 16.0 134 20.3
45 Funding coponations. .. L A 154 65 14.2 20 242 367 48.8 17.2 472 t7.9 62.3 104
46 Savings istitutions L . e R 30.) 44,5 67 1.1 128 8.8 5.6 S8 148 361 19.2 - 09
47 Credit unions .. S P L t 0 0 2 2 . . 2 5 2 3 l
48 Lafe mswance u)mp.mu\ L o A 0 0 .2 3 4 0 0 0 13 0 N
49 Fmance unn]mmu .................... R 177 1o 2 502 163 63.3 169 537 82.5 61.1
50 Maolgage companies . P 9] 24 80 1.0 1.s 104 200 7.0 L3 82 1.2
51 Real estate mvestiment [HI\I\ (Rl fisy ... . . . b [2 A3 34 137 61 14.5 5. 18.8 63 6.9 6.4
52 Biokers and dealeis oo L 15 37 27 12.0 S 293 0.9 3 7.6 193 29.5 A
53 Issuers of asset-hacked securties (/\li\~.) ,,,,,, . . 523 SO 50.3 R1.8 012 1203 88.7 )8 501 047 56,3 84.7




1.57 FUNDS RAISED IN U.S. CREDIT MARKETS' - Continued

Flow of Funds

A4l

1993 (994 1995
Transaction categoty or sectol 1990 1991 1992 1993 1094 - N T f—
J 04 01 02 03 04 Ot Q2
All sectors
54 “Lotal net borrowing, all sectors ... ... | 86L8 645.2 802.5 976.8 W 1,038.4 | 10660 | 1,0729 8617 I,lMO.A—‘ L1787 | 1,222.0 | 1,237.3
55 ULS, government secwdties .. .. . .. o L0 ]| A4 4240 459 % 420.3 4449 7.8 560.5 377.6 376.7 458.8 397.2 3798
50 Tax exempt securities . . . T 8.7 08,7 RN} 755 29.9 273 131 284 40.4 579 574 208
57 Corpoate and foreign bonds ... . oL 114.5 160.6 163.8 2751 139.3 2683 1909 138 130y 1217 205.1 s
S8 MOMBAZES -0 o0 i o e 200.1 tol.u 1245 159.2 197.0 154.0 176.2 1R2.7 2430 1962 240 2 168.0
59 Comswmnercredit. ... o000 Lo 15.6 14.8 7.3 589 121.2 110.1 08,7 1228 H16 1615 100.3 1479
00 Bank foans ne.coooo oo o 2.2 291 9.4 -85 [£10X5) 2.6 65.1 204 82 736 165.0 117.9
61 Open nurket papes S . . R 307 44 11 hE| 357 617 S1.0 14.8 68.0 (/1 ™A 08.5
62 Other loans. ...+ oo Lo B s 8 82 121 1.3 18.6 49.4 S6 R L o4 1 1078 85.0 0.1
l | _ 1 —_— RN
Funds o wh rantead tands and cotpaate equities
e I - - -
63 Total net shave issues ... ... P S 10.7 215.4 296.0 440.1 162.1 429.5 3437 2079 159.6 —62.9 49,6 146.6
OF Mutoal tunds oo oo . 65,3 I51.5 2119 3200 138.3 24877 246.4 44,0 165.4 16 1045 178.5
065 Carporate equities ., .. e o 45.0 040 841 1201 237 1418 107.3 619 57 s 549 31.9
66 Nonfinancil cotporations . 03.0 18.4 27.0 213 44.9 215 9.6 2.0 50.0 118.0 08 4 732
67 Finaneial copotations ... .. P .. o 151 204 38.3 20,0 41.4) a8.4 20,0 AR 14.3 J 5.0
68 Foreign shates puichased in United Seees o000 . 7.4 30.7 0.7 6.5 42.7 R 08.5 459 241 33,2 12.8 15,7

1. Data in this table also appear m the Boatd's 7.1 (780) quantely statistical iclease, tables

E2 thiough EA. ot ordermg addiess, see mside frout cover



A42  Domestic Financial Statistics

.58 SUMMARY OF FINANCIAL TRANSACTIONS'

Billions of dollars except as noted; quarterly data at seasonally adjusted annual rates

[ January 1996

1993 1994 1995
Transachion category or sectot 19Y() 1991 1902 1993 1994 S —
04 0l 02 03 04 Ql &)
NE T LENDING IN CREDIT MARKE 187
| ‘Fotal net lending in credit markets .. ... L R6LY 645.2 802.5 9768 | 1,038.4 | 1,066.1 | 1,072.9 861.7 | L0403 | 1,178.7 | 1,222.0 | 1,237.3
2 Private domestic nonhnanetal sectors oo oo 189.9 7.4 759 158 2349 104.4 2888 2704 1419 2385 3.8 2382
3 Houscholds . ... e 1570 WMo 742 30 374 196.7 337.0 3859 1862 360.3 148.3 157.1
4 Nonbuoy noncoposale [N 37 [ 32 2.0 15 RE{} 1% 1Y S Y N
5 Nonfmancial corporate business . 17 67 29.6 14.5 24,1 122 199 12.2 25.1 302 62 266
6 State and Jocal governments L e 38.3 292 2608 15 104.6 1010 64.4 12549 67.0 160.5 189.2 18,6
7 US government .. . 0 L Lo e 317 1.5 e 184 24.2 7.7 46.5 - 162 93 24.7 13.0 257
8 Foeipn . oL e 89S 20,0 101.2 1207 132 ¢ 204,2 1239 04.3 1322 208.1 260.1 140.8
9 Finaneral sectors .00 0 . oo 5527 01544 0637.3 857.7 695.6 765.2 7067 5442 775.6 7508 1 LODOKR | 1,160.5
10 Government spun\mul CnIpises L . o 139 152 [{ORY; 90.2 1233 712 924 101.1 125.6 174.3 12,2 86.7
It Federatly welated montgage pools 0. o oL 150.3 1460.6 1156 8.6 121 809 196.0 108.1 QL0 534 02.5 §59.0
12 Mooctuy autlesity ..o PN 8.1 ALY 219 A6, 3.5 335 44 3 179 240 5.4 24.8 12.6
13 Commercl bankng oo 0 o o 1251 ROK 95.3 142.2 162.0 188.1 184.7 109.1 191.1 1633 359.0 292.8
14 LS commercral banks L 949 357 6.5 149.6 148 | 1973 1206 1284 104.4 1189 177.5 212.0
15 Foreign bankmg oflices. oL 284 48.5 16.5 9.8 1.2 65 0.0 218 2200 15.0 182.3 75.4
16 Bank lolding companies. ..o o000 28 L5 560 0 9 4.8 30 2 27 2.4 3.2
17 Banks m U8 athliated w [N 4.5 19 A7 2.4 1LY 21 21 1.9 1.9 1.8 1.7
g F un(luu, COIPOLALIONS + v ee s 16,1 15.8 235 18.1 13.8 426 19.5 i3S 251 230 36.6
19 Thiitcinstuutions ... .. 154.0 1235 0l3 1.7 149 13.3 136 42.0 528 0.5 5.4
20 Late inswanee campraues 944 LX) RN 105.4 S84 6.4 476 04 RS 98.1 91.1
21 Other swanee compandes. oL 20.5 32.0 128 333 211 121 279 208 16.0 19.7 14.9
22 Puvate pension funds ... 00 L 17,2 85.7 37.3 40.2 42.4 60.1 91,7 a7 1706 236 138.9
23 State and local govanment welrement funds Y 46.0 344 25.5 60 8 16.9 729 693 263 4.6 065.7
24 Finance companies o o 288 PR 5.0 9.0 68.2 22,6 72,1 49.% 58.9 1.8 56.1
25 Moilgage companies P 0 11.2 t £ 229 133 435 363 140 2.1 23
26 Mutaal funds ... N . 4l 90 4 1237 169.6 7.6 1389 61.7 9.4 24.2 04.8 252
YT Closed-cad fands o oooon oL . 2 147 174 102 35 77 8.3 3.2 14 10 11
28 Money market tunds e e R0L9 0 [P t4.6 285 56.9 450 322 SO0 T6.7 1382
29 Real estate mvestinent IS (Rl-.l'ls) . 7 7 1.1 .0 47 2 6.6 0.6 5.5 2 3.1
30 Biokews and deaters, .. o . Lo 2.8 {75 69 9.2 4.0 R28 55.7 52.6 19.3 8.0 124.2
S0 Asset-backed securitios ssuers (ABSs) L. e SEt 489 538 80.5 1.8 1137 879 42.% 46.3 4.3 TR
32 Bank pasonal rusts .0 oL 159 0.0 84 95 7.1 8.9 RY 102 7.7 1.4 1.8
RE1 A HON OF LIABI 1UTS
10O PINANCIAL ASSEIS
33 Net flows through credit markets .. 8618 645.2 82,5 976.8 | L0384 | 1,066.1 | 1,072.9 861.7 | 1,040.3 | L178.7 | 1,222.0 | 1,237.3
Other fiancial somrees
34 Ofical foreign exchange .00 o000 L 20 5.9 1.6 RS 58 22 2 14.0 2 8.0 178 10.3
15 Spectal diawing nghts cernificates .. 1.5 .0 2.0 R} £ 0 .0 0 ki) Kl £ 0
36 Teaswmy cuneney oo L 10 Kt} .2 4 7 7 i O & 7 N 7
37 Life osmance reserves . . AR . 25.7 25.7 273 3158.2 201 355 200 10.6 238 202 254 25.%
8 Pension fund reseives .. o N 105.1 3603 249.7 09 2 e 2516 6.8 102.6 {554 149.6 3636 3112
39 Interbank claims . L e . 15.0 34 435 509 85.5 4.7 173.0 105.8 55.0 380 274 9.4
<40 Chechable deposits and LLIHUIL)’ . C e 43.6 B0 3 1135 173 10.1 8149 173.1 0o | 890 - 577 7.7 1030
4b Sl tme and savings deposits 047 1.5 57.2 70.3 H0.5 30,6 25 624 57.2 449 5249 134.3
42 Lage e deposits . el e e [{IeN] 58.5 78.2 235 19.0 t37 19.0 4.4 81.2 3.0 9s.1 44.0
43 Money nruket tund shaies oo Lo N 703 412 149 192 454 o1t 5.1 068.5 40,9 98.4 16.6 2754
44 Seandty repumchase agrecinents . 24,2 165 355 05.5 84.3 4.4 230 1764 B2 R S48 1670 1275
45 Foreign deposits. . RPN o 382 16.7 7.2 17 ot 328 16.0 109 232 64.3 5.0 10,0
46 Mutwal fund shares .. .. Lo o000 L 653 151.5 2019 1200 1384 287.7 236.4 14d 0 1654 7.6 (4.5 1785
47 Corporate equities 45.6 [{EX1) 8.1 120.1 217 141.8 107.3 639 5.7 0.5 54.9 19
4% Scewnty credit . a5 SL4 4.2 01.9 - 23 86,5 299 17.7 62.3 40.9 15.1 12.6
49 Trade detw L e e 37.0 1.8 41.1 50.0 934 54.4 30,6 96 3 1158 125.0 74.7 65.3
SO Taxes payable ... . P 48 6.2 8.5 4.6 30 4.9 15.3 14.4 8.2 .0 2019 S8
51 Noncotporate proprictors’ u]lllly 27.1 4.2 18.3 17 30.0 275 49.5 25.0 17.2 28.3 - 40.8 131
52 Tavestment m bank personal trusts oL . 297 6.1 7.1 1.6 18.8 17.6 150 24.7 236 1.9 210 22,3
53 Muscellaneous .~ L e 1300 2034 2702 SIS 6 200.06 89,9 3867 2231 J201 148 7 534.7 298.8
54 Total financial sowrees . ... 0 L LIS | 1,539.0 | 1,765.9 | 2,332.1 | LHSS.S | 24546 | 2,190.7 | 1,750.6 [ L8037 | 1,796.9 | 2,786.1 | 2,925.1
Floats not mcluded m assets ()
55 ULS. government checkuble deposits i3 1 ) 15 48 5.9 2.4 1.4 152 0.7 13,9 19.0
36 Other checkable xk]umh e o 85 45 1.6 1.3 28 62 6 1.1 62 1.3 5.0 5.4
57 Twde crednt . o S 9.1 u7 4.5 14.2 5.0 1.5 27.7 [0.0 294 49 18.0 54
Liabtites not wdentified as assets ()
SR Tieaswy cunency L. s 2 6 2 2 2 2 2 pi 2 2 2 A
59 Inteehank dlans L S [N 16 262 4.4 42 27 24.0 29.1 51 1.6 1,2 3.9 Y7
00 Secunity repurchase u“umull\ e 240 62 279 8.5 48.6 228 135 170 668 - 30 870.6 32K
O1 Taxes payable ... e A 1.3 E4.0 L0 20 3.0 8 14 1.0 1.l 163 30.6
62 Miscellancous L 322 36 S8 4449 291 230 4173 1700 149.4 95.6 90.2 122.3
63 Total identiticd to seetors as assets ., L 14479 | 15364 [ 17742 | 22784 ) 18147 | 2,404.6 | 2,194.1 | 1,7834 | 1,536.9 | 1,744.5 | 2,818.2 | 3,0699

I Datain us table also appem mcthe Board’s 7.1 (780) quacterly statistical ielease, tables

o and F 7. For andenng addiess, see mside front cover,

20 kxcludes corporate equities and mutual fund shares
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.59 SUMMARY OIF CREDIT MARKET DEBT OUTSTANDING'
Billions ot dollars, end of period :
1993 1994 1995
Fransaction calepory of sector 1991 1992 [y93 1994 - - - - - R
QO 0! [ (€] 03 Q4 01 02
Nonlmanenl sectors
— [ — R .— v T—_— -7 —
1 Total credit market debt owed by
domestic nonfinancial sectors 11,184.1 11,727.9 12,368.3 12,970.5 12,368.3 12,4908 12,620.8 12,776 .8 12,970.5 13,140.6 13,343.2
By sector and imt nmens
2 US, government. .. .0 Lo 27704 3,080.3 33305 34923 3,330.5 34877 4,395.4 $4423 34924 3,557.9 3.583.8
T Treasuty secmitios . e e FNTYA 30610 LAY L 3d6eS6 | 33099 336104 | 3680 | 404t 34050 | 35305 | 35860
4 Budget agency issues and muxl;ulgu 18.6 18.8 26.0 207 26.0 20,4 7.4 28.2 207 264 6.8
S Povate....oo000 o R 8,010 Q0318 9,478.2 90318 9,103.1 09,2254 9344 5 0,478 2 49,5827 DAL
By instroment
O Clax-exempt obligations | B 1086 11397 1,2152 1,185.2 1,215.2 1,217.6 1,209 9 1,20009 1852 1.170.2 L1646
7 Corpotate bonds ., 1086 Y [,154.5 12297 12517 1,229 1,238.0 1,247 5 1,250.1 12507 1.262.1 1,2920
8 Mortgages o L 39200 40439 42200 44079 4,220.0 4,248.% 43018 4,357.6 44079 4454/ 45059
9 Tome moitgages . . 218010 2,950.0 3,149 6 33448 3,149.6 3, IR44 14,2359 1,292.2 3,348 IRLEN] 34318
10 Mulntamily wesidential . oL HER 29386 2800 29071 2890 289,1 290.2 PRI 2507 2910 2030
11 Commererl ... oL /958 7104 7008 0894 700.8 (DR 093.1 691.0 68V 096 95 oo, |
12 Fane .. PR M3 814 8.2 K30 51.2 L R2.1 826 83.0 834 K44
13 Consumer credit. .. 1912 804,06 863.5 9847 (3.9 859.6 BOL.0O 9294 9847 988.7 1,020.6
14 Bank loaws nee, oL e e 6RO 1) 6721 611.0 7483 6770 087.4 706 % 7254 748.3 79 807.9
15 Commercial papet o 98 5 107.1 [17.8 139.2 [ 129.9 1357 138.7 159.2 149 8 162.5
16 Other loans. ... P oo 7257 7Y 761.1 1079 1.7 1331 415 761.1 7803 800.3
By horrowiny sector
17 Houschold. ... .., L 384 s 3908,/ 4285 K 4,038.0 4,285.8 4.326.3 J417.1 4,520.9 $,038.9 4,084 8 47801
I¥  Nontmancual hll&lm S 17121 37161 4750 1 38875 37501 3.782.5 3R25.8 38528 1.887.5 39608 4,050,0
19 Fanm.o. oooo00 o0 Lo . 1150 130.0 138.3 141.2 138.3 136.7 141.5 1431 1412 1389 434
20 Nonfinm none (upnmh ........ 1,3169 JRARY 1,050 4 10658 1,0su.4 1,052.0 1,056.3 1,060.2 1,065.8 1,08 3.0 L0915
21 Carpondte .. o e 2,460 2 2,505.1 25645 2,680 8 2501 5 2,593.2 2,628.0 2,619.2 2,680.5 27389 28151
22 state and local LUVLIHIII( nt . e RINN 9328 495y Y51.8 4yy3.9 994,3 9% 1.9 711 951.8 937.1 929.0
23 Foreign credit market debt held in
United States. ... ... 299.7 3134 3819 361.6 RERS 356.5 348.7 3524 361.0 3708 K70
24 Bomds oo oo 130,85 146 2 2274 240 2274 2208 2224 227.6 2346 2379 206
25 Bank loans nec e 26 219 24.0 20.1 24.6 2600 25.1 263 261 282 290
26 Commercial paper ... . 818 1 8.7 414 08,7 441 420 399 At 50149 48.5
27 WS, povernment and other I(mn\ . 05y 053 ol 59.6 oLl 604 59.2 AR O 590 59.8 D
28 ‘Total credit nurket debt oved by nonfin
sectors, domestic and foreign e [1,483.8 12,041.0 L 12,750.2 13,332.2 12,750.2 12,847.3 12,969.5 13,1249.2 13,332.2 13,5174 13,730.4
Fuancial sectors
29 Total credit ma ket debt owed by
financial sectors, . ... o 2,751.0 3,005.7 5,300.6 3,762.2 3,300.0 3,426.5 3,525.7 3,626.8 3,762.2 3831 3,930.3
By istiument
30 US, povernment-ielated, . L oL 1,564 2 1,720L0 L8841 21684 854, 1 1,961.5 2,030 2898 21684 21927 22450
31 Goverament- \]xm\mul ceiprses s, 4024 3 5287 00.6 8237 563.7 a3 O3 3 700.6 /163 1481
32 Mongage pool secandies L . 1,156 5 1,220 1,355 6 1,467.8 1,155 6 1,307.8 1,43011 1,451 5 1,46/ & [,476.4 14969
33 Loans o US. government 44 4.8 4.8 0 4.8 0 0 0 0 0 .0
34 Pivate L. .. [,180.% 1,285.8 14165 [,593.8 14165 1,465.1 1405 2 1,537.0 1,503.8 1,641 4 1LovEs
35 Copoate bogls 6389 125.8 8dd 4 952.1 8444 RE2.0 906.6 93 952.1 990 2 1,027.3
36 Mortgages .. hR 54 89 18.7 89 114 145 17.5 187 200 217
37 Bank loansnec ... e T84 805 605 54 4 h6.5 624 354 524 54.4 a7 594
3 Openmanket paper .. L o e 3RS/ 394.3 RDRIN] 4428 APAR 408.8 4103 2005 4428 454.) J62.8
39 Loans lrom Federal Homne T oan Banks . . .1 Y 1031 1259 104.1 1004 108 5 16,2 1259 1200 1205
By borrowmng sectn
40 Governnent-sponsored enterprises . . A07 7 447.9 RPAN] 0o RPAIN] 5037 000.3 0i8 3 700.6 116, J4800
A1 Federally relaed mortage pools 1,156.5 1,272 0 LSS 6 1,467 8 [.355.6 1,307 8 1,430.1 14519 1,467 8 A6 14969
A2 Private fimancial sectors | o 11868 1,285.8 1.416.5 1,593 8 14165 1,465.1 1,408.2 1,537.0 [,593.8 1,od1 4 1,691,
A Connnercral banks. . o 050 138 79.8 89.5 79.5 8.4 821 R7.9 8.5 90.3 s 4
44 Bank holdwg companies oL (WIS 114.6 123.4 1330 123.4 1242 126.8 1296 1330 137.0 1120
45 l'un(limv corprations TN 119.1 lal o 1649 199 3 169.9 1907 191 s 200.0 199.3 2212 229
46 Savigs nstututions ., s 9Lh B/ R 99.0 7 9.0 97 6 99.0 2.7 ey [00.9 (5 2
47 Cuedit uions o ] 0 2 5 2 A 3 '+ N o 3
A8 Lite msuzance companies 0 0 2 0 2 A 3 3 6 6 .6
49 Linanee companies. L. oo WY V0.4 39115 440.7 100.5 4019 414.2 4209 407 +56.1 4673
500 Montgage companies 200 02 29.2 118 202 238 19.3 I7s 178 9.8 201
SU - Real Cstate mvesiient fiusts (RI II\J 13.6 13.9 174 LN 17.4 210 24K 295 311 32.8 4.4
52 Biokers and dealens L 9.0 2107 REN 4.3 337 113 R oK 34.3 269 20.8
9% Issuers of asset Ihld\ul S ulllll« . (/\H\\) 329 | 391.7 4735 5347 4185 498,77 S05.8 S18.0 S3.7 REL R 5700
- - L. -+ .- I S L. Lt t_ . .
Al sectors
- . —_— e — e - - _‘,,, - — - = -
54 Total eredit niarket debt, domestic and toreign 14,2348 15,0467 16,050.7 £7,004.3 16,050.7 16,273.8 16,495.2 16,756.0 17,0943 17,351.5 17,666.7
55 TS, poveinment secunlies R H33y 7 4,795.5 52158 5,660,717 5.215.8 9,442 54259 5,922.1 5,000, 57506 98285
56 Tan-cxempt seeutities L 1, 108.6 (1397 1,2152 ,185.2 1,215.2 1.217.6 1,208 9 1,200 9 1,185.2 1102 HLiod.o
57 Coponate and toreign bols . 1.850.3 2026, 23008 2438 4 2,301.5 23473 24765 2,409 1 24384 24400
S8 Mongages. ... . o 1924 8 +,049.3 4,229.06 4.420.0 4,229.6 42597 4,358 4,375.2 4,420.06 Lard
59 Consumer caedst .., Lo mi? R04.0 863.9 9847 863.5 8590 8910 Y2494 9847 88,7
G0 Bank loawws neg, . . 1859 116,60 768.2 8288 T08.2 T 0 80,7 804.0 %288 802 |
61 Open market paper L. L. 5059 579.0 5SRO0 6235 5800 S82.0 S87.0 599.2 0233 654 7 (YRR
62 Other loans ..., 8604 R75./ 877.0 Y40.0 8770 HK2.5 DIVER 916 2 940,06 06011 RO 4

1.

1.2 thtough T4 For ordenmyg addiess, see mside front cover,

Dati e thas able also appean i the Board's 01 (/80) quantely statistical welease, tables
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.60 SUMMARY OF FINANCIAL. ASSETS AND LIABILITIES'

Rillions ol dollas exeept as uoted, end ol period

1993 1994 1995
Transachion category or sector 199t 1992 1993 1994
Q4 Ql Q2 Q3 Q4 Ql Q2
CREDIL MARKLT DEBE OUTSANDING
I Total evedit market assets ... ... R 14,2348 | 15,046.7 | 16,050.7 [ 17,094.3 | 16,0507 | 16,273.8 | 16,495.2 [ 16,756.0 | 17,0943 | 17,3515 | 17,666.7
2 Private domestic nonfinancial sectors ..o, 224010 2.320.1 23515 2,623.2 2,351 58 2.397.5 24506 2497.3 2,6232 2,586.1 2,5114
3 Houscholds ..o 0 Lo 1.446.5 1,524.8 1.541.7 1,920.4 1,541 7 1,640.7 L7171 1,779.9 1,926.4 1,946.9 1,885.7
4 Nonfarm noncorporate lmsmus P a4 429 9.7 3717 397 18.8 38.4 37.9 37.7 38.0 38.2
5 Nonfinancial corporate business ... 196.2 2258 2449 268.0 2449 240.0 245.9 249.7 269.0 2594 209.3
6 State and local povernments | . 5534 520.5 525.2 390.0 5252 478.0 449.2 429.8 30 341.5 3181
7 US. buvuumcm 246.9 235.0 230.7 206.5 2307 219.0 2154 212.0 200.5 2032 1971
8 loreign . 038 0 LOS50 L1722 L2727 (1722 1,203.0 1,218.4 1,254.4 12727 1,336.5 1,421.4
9 Vinancial sectors. ... .. 10,789.8 | 11,436.6 | 122963 } 129909 1 122963 | 124543 | 12,610.7 | 12,7917 | 12,9919 | (3,225.8 | 13,530.8
10 Government-sponsored enterprises . 390.7 459.7 S49.8 673.2 549 8 572.0 597.9 629, 4 6732 675.3 697.7
[l Federally related mortgage |7on]s . 1,156,5 1,2720 1,355.6 1,467.8 1,355 6 1,397.8 1,430.1 45 1,467.8 1,476.4 1,496,9
12 Monetary authoiity. .. ..., 2725 300.4 336.7 308.2 3367 3415 RRIN{ 356. 3068.2 367.14 3787
13 Commercal banking . . 28533 2048.6 30008 3,252.8 30008 3,120.2 3,156.2 4, 3,252.8 RIRPIN | 3,4079
14 1S, commercial band 25025 2,571.9 27245 286961 27215 27438 2,780.3 28223 | 28696 1 29005 2,963.5
15 Foreign bankmg offices ... 3192 335.8 326.0 371 326.0 3318 330.8 335.8 3371 3736 397.2
16 Bank lolding companies .. ... 1.9 17.5 17.5 18.4 175 18.2 18.3 19.0 18.4 17.9 18.7
17 Ranks m US, afliliated areas. 197 234 258 278 258 264 26.8 27.3 27.8 28.2 28.0
18 Funding corpomations ..., .. SLS 75.0 93.1 106.9 93.1 97.9 106,3 142.6 106,9 112.4 1033
19 Thedt institutions , . S 1,192.6 1.134.5 1,132.7 1,167.6 1,132.7 11342 1,146.1 1,160.3 1,167.6 1,173.1 1,175.7
200 Lude nsurance companes 1,199.6 1,274.8 1,383.9 1,8442.1 1,383 1,402.7 1,407.6 1,428.1 1,442.1 1,476.8 1,503.0
2] Other insthance compinics 376.0 389.4 4227 4438 4227 429.6 434.8 4388 4438 447.0 450.8
22 Puwvate pension funds 693.0 730.4 770.6 728.2 TH.6 746.2 738.5 734.1 T28.2 752.6 7873
23 State and local government ictientent fuids 479.9 514.3 542.6 603.3 5426 S6{L8 578.1 584,7 6033 61u.5 635.9
24 Fimnee companees., ... . o 487.8 492.6 4828 5510 J82.8 494.5 5113 5244 5510 S68.5 586.7
25 Moutgage companies 613 60.5 Olh.4 375 60.4 495 40.4 37.0 375 416 422
26 Motual tonds L 450.5 574.2 7438 7514 7438 759.2 761.5 767.6 7514 7489 7552
27 Closed-end Junds 50,3 67.7 779 R1.4 719 80.0 R0L.8 811 814 3.0 81,9
28 Money miket funds 402.7 404.1 418.7 447.1 41R.7 422.0 4214 4234 447 | 467.9 494,0
29 Real estale mvestient biists (R ........ 7.0 8.1 8.6 13.3 8.0 0.3 11.9 £33 133 13.9 14.7
30 Bk ad dealers 124.0 1171 126.3 92.3 126.3 1124 499.3 94.5 923 100.0 131.0
31 Asset-backed secuntties hsuus (All\~) 3178 3779 458.4 16,1 458.4 a%0.3 4910 502.60 5161 528.0 54K8.2
32 Bank personad busts .o 2235 2318 2409 248.0 240.9 2432 245.7 247.7 2480 248.4 248.8
REFATION OF LIABILTHIES
{0 FINANCIAL ASSEIS
33 Total credit narket debt .. ... e 14,234.8 | 15,046.7 | 16,0507 | 17,0943 | 16,050.7 | 16,273.8 | 16,4952 | 16,756.0 | 17,0943 | (7,351.5 | 17,666.7
Other lialnlities
34 Otheral foreign exchange. ... - e 554 S1.8 534 53.2 534 564 54.9 55.8 532 64.1 67.1
35 Special duewing vights ceitificates. 10.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0
36 Ticasmy cuttency L) tas 17.0 17.6 17.0 17.1 {73 17.5 17.6 17.8 8.0
37 Lite msurance reser 4087 433.0 4068.2 488.4 468.2 47132 4759 481.8 488 4 494.7 501.0
A8 Pension tund 1eservy 41383 45165 497471 S5017.0 [ 49747 | 48964 | 48985 50134 | 50170 52527 | 5472.4
39 Interbank claims. . 96.4 112.6 183.9 270.3 183.9 2158 230.7 243.1 2703 260.3 267.0
40 Deposits at luuncial imstitutions ., . 504514 5,059.1 5,155.5 5,283.8 5,155.5 5,163.7 5,186.2 5211.8 5,283.8 5,369.1 5,531.6
41 Checkabde deposits and cunency 10209 1.134.4 1,251.7 1.241.6 1,251.7 1, ”’2() 5 1,229.7 1,204.8 1,241.6 1,193.5 1,245.4
42 Small time and savings deposits .. 2,350.7 2,293.5 22232 2,182.7 2,2232 3. 2,214.1 2,198.7 2,182.7 2,206.3 2,235.5
43 Laige time deposits ... L 4884 415.2 3917 410.7 ROIo 2. 3790 402.2 4107 4352 4440
44 Money matket tund shaes .. P 519.6 543.6 5627 608.2 562.7 5719.7 5739 583.5 6l18.2 038.9 684.1
45 Secunty wpuseliase agiecments. ... 355,38 3923 4574 542.1 4578 474.9 5129 540.2 542.1 595.4 620.5
46 Foeign deposies .. L FS AN 289.0 28011 268.4 298.5 268.4 272.4 276.6 2824 298.5 209.7 302.2
47 Mutual tund share 81394 10421 1,440.3 (,562.9 [,446,% 1,483.9 1,506.9 1,587.7 1,502.9 1,607.2 1,747.1
4% Sccunty credut 188,49 217.3 279.3 277.0 270.3 262.8 278.0 203.2 271.0 208.8 271.6
Trade detn ... . 93614 9774 10274 1,1208 10274 10249 10492 1.086.0 1,120.8 1,127.6 1,144.4
50 Taxes payable ... Lo 702 9.0 84,2 87.3 84,2 89.2 820 K] 87.3 93.5 H48.5
SI Dnvestment in lmnk puxmml trusty 6083 029.6 6604 670.0 60609 655.2 65011 671.5 670.0 707.2 745.7
52 Muscellaneous oL 29919 3,176.7 343071 13,7463 34307 3,560.9 3.600.2 37005 3,740.3 3,872.5 3,907.9
53 Total liabilities. . .. L P 29,6124 [ 31,386.8 | 33.840.1 | 35,696.9 | 33,840.1 | 34,2004 | 34,533.1 | 35,183.2 | 35,6969 | 36,5011 | 37,4373
Financral assets not mchwded o abilities (V)
54 Gold and s|nudl diwmg ghts oo nsa 19.6 20.1 214 20,1 204 20.8 21.0 210.1 2.7 229
55 Coporate u|ulllu ............... 4.861.6 54029 6,278.5 6,293.4 6,278.5 6,142.6 59658 6,228.7 06,2934 6,835.8 7,393.0
560 Houschold equity in noncorpoate l)ll\lm NS L 24487 24117 24254 25128 24254 2,474.2 25027 2,526.6 25128 2,525.7 2,528.8
Floats not included wnassets )
57 US. government dieckable deposits L 3R 08 5.6 3.4 5.0 3 9 12 34 4.2 2.0
58 Other checkable deposits oo L 404 420 407 33.0) 40,7 6.3 kL) RIEY KhA] 32.3 337
59 Trade ciedit oL e e e e 130.6 1259 - 1071 101.4 - 1071 127.1 1342 - 1209 1014 -1203 133.0
Liabihities not identified as assets ()
OO Preasuny canency., 47 4.9 51 -5.4 -51 5.2 52 5.3 54 -54 54
61 Interbank clanns. 4.2 9.3 4.7 6.5 4.7 77 - 74 34 6.5 2.7 2.6
Seeurty mpunh.m .Il,lulnu]\\ 9.2 38.1 1205 1691 120.5 1359 162.5 1893 169.1 2033 192.0
63 Taxes payable. . ... 17.8 25.2 262 242 20.2 15.5 213 220 24.2 6.6 212
04 Miscellineous L Lo 320.7 3782 457.3 3474 457.3 398.7 387.1 - 3956 347.8 i82.3 300.3
65 ‘Total identified 10 sectors as assets . ... ... 37,3360 | 39,6892 1 42,9453 | 44,750.6 | 42,945.3 | 43,189.2 | 43,3329 | 44,247.7 | 44,750.6 | 46,149.7 | 47,664.3

1 Data i tus table also appear mthe Boatd’s Z. 1 (780) quaiterly statstical ielease, tables

1.6 and 1.7, Lor otdening addiess, see mside front cover.

2. Excludes corporate equities and mutual fund shaes,
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2,10 NONFINANCTIAL BUSINESS ACTIVITY  Selected Measures
Monthly data scasonatly adjusted, and indexes 1987 100, except as noted
1995
Meisiie 1992 1994 1991 — —— - = =
Ich M. Apt May June July Aug! Oct
- - b
| Industrial production' .. ... ... 107.6 112.0 118.1 122.1 122.0 121.2 1214 1214 121.8 122.9 123.1 122.7
M het groupings
2 Produets, ot L 106.9 1107 1159 LN 1189 118.0 118.2 1165 118.0' 10 1202 1194
3 Fmal, totab L . 1090 134 1184 121.8 1201.6 1210 20t 1214 121.5' 123.2 (23,3 1224
4 Consumer goods ... L 1659 109.4 1132 15,7 (BTN 1144 1144 1149 Hdd! 116.0 1157 1152
5 Equipment ... [N} 19,4 1205 1312 132.0 1313 1314 1317 1327 1344 1153 1339
6 Intevmediate . 8.8 102.4 108 1 11y 110.7 1089 1094 1049,3 109.0' 110.4 0.7 L.
7 Matenals Lo 100.2 It 1215 126.7 126.7 1260 £26.8 1258 126.1' 1274 1278 127.7
Industry growpuigs
& Manulactaimg . . . L L 108.0 1z9 119,/ 12:4.2 12:4.2 1233 1230 1232 123 124.5 1251 1208
9 Capacity utilization, manulactunng (|u~u"cn|)'. . 19,2 509 834 817 8.4 8315 8.1 828 825 8.1 833 82.8
10 Constiuction contracts’ 975 105 2 L4}t 11LL0 116.0 107.0 [BEXY 1210 7.0 1210 L1640 112.0
{1 Nowagucultual employment, total 106 5 108 4 I3 1139 L1 114 L1 1144 t14.3 1146 LlLa L1418
12 Goods-producing, wta ., 912 94 3 95.6 9%.0 988 YK.O 98.2 982 97.9 979 v/ 979
13 Manufactonmg, wtal ... U5 3 94.8 981 91.5 978 974 97.1 7.0 90.60 96.0 Vo6 4 96 3
14 Manutactunmg, |\m(hu|mn kaux 919 94.9 96.1 991 99,1 99.0 9K.0 8,3 97.8 9749 DN 977
15 Sewvice-producmg . S [RIUA n2e 116.3 118.8 119.0 190 O 9.4 119.0 19y 200 120.4
16 Personal income, l(»l.\l I 1356 1414 150.0 156.8 157,60 1579 1576 15%.5 159.5 159.6 160 3 i,
17 Wages and sadary disbuarse meats 136 136.2 14s.0 150.7 150.9 151.7 1306 1518 153.0 152.8 1535 .
I8 Manutactoimg e e [REX8 1200 120.0 131.0 130.0 1289 1281 1284 1285 12849 1293 i,
19 Disposable persoal meome” 137.0 142.5 150.8 157.6 158.4 157.1 158.% 159.0 159.9 1600 160 6 TR
20 Retail sales ..o 12604 134.7 145.1" 149.6 150L6 150.5 1522 1535 152.9 153.9 154 1 [RER
Prices”
28 Consumer (1982 84 100y . oo 14D, 4 144 5 18,2 150.9 1514 1514 1522 1525 152.5 1529 I532 153.7
22 Producer hinished goods (1982 100) ... 124.2 1247 1255 1269 127.1 127.6 1281 128 2 128.3 1281 127.9 1285
1. Dt this table also appear w the Boand’s GL7 (119 monthly statistical release, Toy 5. Based on data o US, Depariment of Commcree, Siovey of Crrsent Busiiess

the ondering addiess, see the mswde front cover, The latest Tustorcal wevision of the mdustreal
production mdex and the capacity ubifization tates was released e November 1994, See
“hirdusteial Production and Capactty Utllization: A Revision,” Federal Reserve Bulivtn, vol.
81 Ganuary 1995), pp. 16 20, For a detailed deseniption ot the mdustial production des,
see “ndustiial Production, 1989 Developments and Historica) Revision,” Federal Reserve
Rulletin, vol. 76 (Apnt [990), pp. 187 204

2. Ratio ot mdex of producton o mdex of capacity, Based oo data tiom the Foederal
Reserve, DRI McGraw-Hill, US Depattment of Commerce, and other somees

3. Tudex ot dollanr value of wotal consttuction contracts, meludug tesidential, nonresiden-
tial, and heavy engineerng, from MeGraw-Hill Indommation Systems Company, I'W Dodge
Dvision,

4. Based on data from WS, Deparuncnt ot Labor, Faployment and Fearmngs Series covers
caployees only, excluding personael i the aomed forces

0. Based on data not seasonally adjusted, Seasonally adjusted data tor changes in the prce
mdexes cane be obtained trom the TS, Department o Labor, Bucau ol 1 abor Statistics,
Monthiy Labor Beview.,

NO L. Baste data (not indeaes) for seies mentioned monotes < and 5, and idexes fou senes
mentioned in notes 3 and 6, can also be found o the Sirvey of Cirvent Bustness,

Frgures for mdusnial production tor the Latest month are prelmminy, and many figaies ton
the theee manths precedmg the Tatest month fuve been evised. See *Recent Developnents i
Industiiat Capacity and Utihzaton,” Federal Reserve Budlenn, vol. 76 (Tane 1990), pp.
ALL 35 See also “Industiad Production: Capacity and Capaaity: Ulilization since 1987,
Federal Reserve Bullewn, vol 19 (June 1993), pp. 590 605

2.11  LLABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data scasonally adjusted
1995
Categoty 1992 1993 1994 _—
M Apr. May hue Tuly Aug. Sept! Ot
HOUSLHOLD SORVEY DATA!
I Civilian Jabor tonee? .. 0 o0 Lo 126,982 128,040 131,056 132,511 132737 1381 131,869 132,519 132,211 132,591 132,618
Employment
2 Nonagricultural mdustises? 114,301 116,232 114,651 121,570 121478 120,962 121,034 121,550 121,417 121,867 121944
3 Agnealtne Lo e 3,207 1074 3,409 1,698 3594 3,357 3,451 3,400 3,362 4,274 3,455
Unemployment
4 Number cee 9,384 8,734 7,906 7,237 7005 7492 7,384 7,559 [ 74451 1,249
5 Rate (puunl of civilian labor foeey ..o 14 08 0.1 5.3 38 517 5.0 8.7 5.6 50 55
ESTABLISHMINE SURVEY DATA
6 Nonagricultural payrofl employment L 108,604 10,528 113,423 116,302 116,310 116,248 116,547 116,575 116,838 116,888 117,004
7 Manulactoting 18,101 18,003 18,064 18,525 18,506 18,456 18,428 18,353 18,357 18,319 18,208
8 Mming . 035 6l o4 589 583 582 582 5717 575 REA) 570
9 Contract Loll\lllluum . 41,492 4,642 4,916 5,256 §.242 5,190 §,230 5226 5,233 5,258 5,280
10 Timsportation and p\\\\l\( \\l\lmu . 872 5,787 5,842 6,178 6,184 6,177 0,192 06,198 6,217 6,200 6,222
I PTG (VP . J5,354 25,675 20,302 27,047 27.002 27,045 27,118 27,184 LT 27226 27,246
12 Fmance 0,602 6,712 6,789 0,938 6924 0,925 0,930 0,038 6,947 6,956 6,974
13 Sewvice .. 20,082 3,278 31,808 32,524 32.548 32,030 32,784 12,820 12,980' 13,0513 33,110
4 Governmient ..o 0 0 ool 18,653 18,817 19,041 19,248 19261 19,243 19,243 19,282 19,346 19,3013 19,298

1. Beginmg January 1994, 1ctiects redesipgn of cuent popalation survey aid population
contiols flom the (990 census,

2. Persons sixteen yeats ol age and older, meluding Resident Avmed Totces, Montldy
figmes are based on sample data collected dunng the calenda week that contans the twelfth
day; annual data e averages ot wonthly fipuies By defmition, seasonahity doces not exist
population figures,

3 Inchudes seli-employed, unpad famaly, ad domestic seivice workers,

4. Includes all tull and part-tone employees who wotked dunng, oviccerved pay fon, the
paty petiod st micludes the twellth day of the month; excludes propuctors, sell-cmployed
persons, houschold and unpaid tamitly workers, and members of the ammed torces Datace
adjusted to the Mareh 1992 henchiniak, and only seasonally adjusted datacare available ag this
tme,

SOURCE. Based on dati from US. Depactinent o Labow, Emplovment and Earnngs.
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2,12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION'
Seasonally adjusted
1994 1995 1994 1995 1094 1995
Seres
04 Ql Q2 Q¥ Q4 01 (53] Q3 04 Ql Q2 Q3
Ouiput (1987=-100) Capaeity (percent of 1987 oupu) Capiteity utilization rate (pc:ccnl)*’
I Total industey .0 0 L 1205 122.0 121.3 122.5 1419 143.1 144.5 145.8 849 85.2 84.0 84.0
2 Manufactunng. ... .. 1227 124.3 123.2 1242 1453 140.6 1482 149.7 84.5 R4.7 83.2 R30
3 Primny |1mccxsmg‘ . 11R.4 119.3 117.2 1164 132.3 1332 134.2 135.1 R80.5 89.5 87.4 86,2
4 Advanced plm‘cx\ing" 1244 126.6 126.1 127.9 1513 152.9 154 7 156 5 825 2.8 81.5 81,7
5 Duable goods. .. 129.4 1316 130.4 132.6 153.1 154.9 157.1 159.2 84.6 849 83.0 8313
6 Lumber and products 107.9 107.6 103.9 105.4 116.5 171 180 1188 92.7 919 88.0 88.7
7 Primaty metals . .. 119.4 1204 16 R 115.0 1254 120.7 127.5 128.2 952 95.0 91.0 %9.7
8 [ron and steel .. 1233 125.4 1206 118.9 128 8 130.9 131.7 132.5 95.8 959 91.6 89.8
Y Nontersous .. A - 1139 17 HLO 17 1208 1209 1206 1223 045 9.\ 918 896
10 Tnclustial machinery and equipment ..o 167.5 171s 1729 178 6 184 1 187.8 192.6 197.4 91.0 91.3 898 90.5
3 Llectiical machinery 169.4 174.0 176.9 185.7 [88.5 193.8 1999 205.9 %99 R9.8 88.5 90.2
12 Mator velieles and pints . 1415 1459 136.0 1360.3 162.2 164.2 166 5 168.8 87.2 KR8 R1.,7 80.8
13 Acrospace and nuscellancous
ansportation cqupment ... L ROR K15 821 811 1291 12K.8 128 5 1283 626 633 63.9 633
14 Nondwmable goods, 115.3 1o 1 1153 1150 136.3 137.1 1380 1389 84.6 84.7 83.5 82.8
K] Textile mil poducts 11EL6 LI1E 1087 4.4 122.0 122.7 1235 1243 9{4 DINY LN 840
16 Paper and products., . 1206 120.3 1197 118.9 1277 128.4 129 3 1301 94,4 93.6 92.6 91.4
17 Chemicals and products . oo 126.0 1297 1279 128.3 154.7 156.2 1576 159 0 814 83.1 §1.2 80.7
X Plashics materals .. 13,2 134.3 128.8 Lo 131.6 132.6 1338 . U89 1.3 96.2 .
19 Petolewn products .00 o0 o L 106.5 107 8 Hio 4 1073 1i5.1 s 115.3 115.5 92.5 93.7 92.2 929
20 Mg | 99.2 100 3 O 5 10 5 1id g 114 114 89.0 90.0 90.2 90.3
21 Uhilities . . 116.3 118.2 120.7 125.0 135.8 136.3 1368 137.3 85.0 86.8 K8.2 911
22 Eleetrie . 173 1185 (200 125.6 1336 134 1 1347 1353 878 RE.4 897 928
[
1973 1975 Previows cyele’ Latest cyc]v(' 1994 1995
-
High Low High Low Lligh Low Oct, May Juue July' Aug! Sept. GetP
Capacity utthzanon tate (percent)?
 Total industry. 89.2 72.6 87.3 718 849 78.0 84.4 84.0 83.7 83.6 84.3 84.1 83,6
2 Manufactuing ... . ..o RR.Y 708 &7.3 70.0 85.2 70.6 838 83.1 828 82.5 83,1 833 828
I Pumary processing L 922 08,9 89.7 60.% 80.0 779 881 87.5 86.6 806.2 861 863 858
4 Advanced procesmgt L 720 8013 714 815 76.2 821 814 81.3 81.1 82,0 82.1 81.7
5 Duwable goods . ... . 888 08.5 869 650 84.0 737 839 $2.8 82.7 825 834 838 832
G Eumber and products 90.1 022 87.6 609 933 763 917 87.1 R&.0 &R 2 881 89.9 R8O
7 Prmaty metals, ... .. 100.6 66.2 102.4 46 8 928 74.0 925 92.3 90.0 90.2 88,6 90.2 88.4
8 Iron and steel. 105 K 666 1104 i8.3 95,7 72.4 924 927 K89 87.8 87.9 93.7 494
9 Nonfenous .. ....0 oo 92.9 o613 i s 622 887 7540 927 91.9 916 930 89.6 85.7 K73
1) Industiial machinery and
equipment 964 74.5 u2.1 64.9 840 72.5 909 90.0 89.2 9.8 PR 90.9 911
il Electrical niaclinery . YR 6318 0.4 711 849 76.6 893 88.5 R8.5 89.3 vo 2 91.0 91.6
12 Motor vehicles and parts 934 S vio 445 851 S76 857 80.7 80.5 788 81.6 81.8 798
13 Aciospace and miscellancous
transpottation equipiment 770 66.6 811 66.9 88.4 794 026 038 638 063.2 63 6 630 58.7
t4  Nondutable pods. . 87.9 TLY 870 76.9 86.7 g4 839 837 83.1 R2.7 829 82.7 82.5
ts “Textle null procluets . 920 604 91.7 73.8 921 789 90 8 88.7 85.2 82.0 859 83.5 832
t6 Paper and products . L 969 698 94.2 X2.0 94.8 86.3 932 Y38 91.2 92.7 1.1 403 90.3
17 Chemicals and products . 87.9 699 85,1 70.1 83.9 789 802 LN 811 R(LO 80.6 80.9 811
18 Plasties naatetsals. ... 102.0 50.6 Y09 634 970 748 931 7.0 94.6 928 90.2 S ..
19 Petoleum products . 96.7 1.1 K95 68.2 8RS 83.7 90 4 92.1 91.8 92.6 92.0 94.2 91.5
20 Manung . . Qebt 8R4 96.0 K0.6 86.5 RO.0 RO0 9.2 91 90.6 90.0 90.3 88.7
21 Unitties, 95.0 825 LU 760.2 926 832 804 89.2 89.1 90.2 93.6 8Y.4 88.9
22 Electic 99.0 #27 K83 78.7 94.8 865 B8 3 90.2 90.7 915 96 2 9018 904
I Data m thos table also appea i the Board's GLE7 (419) monthty statssueal 1elease For 3. Pranary processing meludes textles; lumber; paper; industiial chemicals; synthetic

the otdertirg addiess, see the mside front cover, The fatest iustotical tevision at the adustral
production mdex and the capacity utilization rates was released m November [994 See
“Industrial Production and Capacity Utilization: A Revision,” Federal Reserve Butleun, vol.
81 (Januaty 1995), pp. 16-26 1o a detailed descrption of the mdustial production ndex,
see ndushial Proaduction, 1989 Developments and Historwal Revision,” Federal Reserve
Bulleqn, vol. 76 (Apad 1990), pp, 187 204,

2. Capacity utilizauon s caleulated as the 1ano ol the Federal Reserve’s seasonatly adjusted
ndey of mdustial production to the cotesponding mdex ot capacaty,

nuterials, fertdizer matenals; petioleum products; wbber aid plasties; stone, clay, and glass;
primary metals; and tabricated metals.

4. Advanced processing meludes foods; tobacco; appatel; turmtise and fixtuies, prnting
and publishing, chemical products such as drugs and todletries; agrcaltuwal chemicals; leather
and products; machinery, ranspottation equipment; instruments; and nuscellancous manutac-
e,

5. Monthly lughs, 1978 80, monthly lows, 1982,

6 Monthly highs, 1988 89, monthly lows, 1990 91
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'
Monthly data seasonally adjusted
1992 1994 1995
pro- 1994
Group por- avg.
tion Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June | July" | Aug! [ Sept. | Oct?
Index (1987 = 100)
MAJOR MARKETS
b Totalindex............................ 1000 [ 1180 [ 1195 | 1203 { 1217 | 1220 | 1220 | 1220 ) 1202 | 1204 | 1204 | 1215 | 1229 | 1231
2Products. .. ... 60.9 | 1159 1169 117.5 118.7 1191 B9 | 1180 | 1182 118.5 1186 [ 1200 [ §20.2
3 Final products . 16.6 118.4 119.2 119.8 1212 | 1216 1206 | 125.0 | 1211 1215 124.5 i23.2 123.3
4 Consumer goods, total ...... .. 28.5 H3.2 113.0 1 1139 1155 115.7 49 | 1144 ] 1144 | 1149 1144 116.0 t15.7
5 Durable consumer goods . 5.5 119.4 119.4 | 1205 1234 1245 1214 1 1194 | 1165 7.1 S8 Hoa | 1200
6 Automotive products 25 125.5 124.5 127.1 131.1 131.7 129.7 126.1 1211 1229 119.7 1251 127.2
7 Autos and trucks . 1.6 | 1254 ] 1223 | 1265 ]| 1314 | 1327 130.8 | 1249 | 1190 1 1202 | H54 3 1238 | 1249
8 Autos, consumer . . ... 9 94.9 929 94.0 | 1005 103.6 103.t 94.4 £8.2 £6.6 88.9 88.6 90.8
Yy Trucks. consumer .. . . 7 180.7 1755 | 185.8 187.3 184.6 180.0 | [80.2 | 1754 { 182.3 162.9 188.9 187.5
10 N1 1232 ) 1266 | 1257 | 1278 | 1269 1248 ¢ 1260 | 1229 { 1259 | 1263 | 1254 | 1296
ll 3.0 | n4a 1152 1150 | 1168 118.3 1159 1i4.3 i138 112.6 H2.2 H2xs 1139 1140
12
conditioners. . ............ T ] 1260 ] 1249 | 1269 | 1315 | 1324 | 1258 | 122.7 | 1209 | 1236 | 1248 | 1261 | 1293 | 1291
13 Carpeting and furniture. .. ... ... L] 1050 | 107.4 1 1059 | 1080 | 1102 | 107.9 | 1065 | 1069 | 1041 § 1019 | 1039 | 1042 | 1044
14 Miscellaneous home goods 15 [ 138 | 1149 | 145 | 149 | 165 [ 1158 | 1147 | 1138 | 1123 | 123§ 1 ) 1822 ] 12
15 Nondurable consumer goods . 230 | 1L HLS 1124 | 1137 H3.6 1139 | 135 113.3 1140 | 1145 114.2 1154 | 1147
16 Foods and tobacco .. 103 ] 105 | 122 4 1124 | HE3 | N3 1129 1 129 | 1138 | 114 F Hs2 o143 ) 1148 | 4
17 i 24 959 96.2 96.2 96.8 96.1 94.7 V4.6 93.6 933 911 89.6 89.6 884
IR 45 ) 1297 | 1272 | 1305 | 1340 ) 1320 | 1366 | 1359 | 1337 | 1335 ] 1354 | 1348 | 1325 | 1390
19 29 104.7 1036 { 1046 | 1043 1034 104.4 1029 | 1042 | 1037 1032 1050 | 1039 1 1044
20 29 113.9 109.8 1106 | 109.6 HO4 114, 1133 182 1 1168 117.0 1 1173 1233 1186
2 . o 9 106.7 103.9 1098 | $07.4 107.4 109.1 110.6 | 1099 | 1083 108.2 108.3 107.5 1.7
22 Rt.sldcnlldl utifities .. ... ... 2.1 1168 1122 0.7 110.3 e ) 1160 1 1143 1116 | 1204 1206 1 12110 1300 1214
23 Equipment. ... 18.1 126.5 1288 | 1289 | 130.1 1309 131.2 1320 | 1343 1314 (307 132.7 134.4 1353 1339
24 Business equipment el 14.0 | 1467 1509 1510 | 1520 1837 154.5 1559 | 1549 | 1549 {55.5 157.0 159.3 160.9 159.6
25 Information processing und related . ... 5.7 176.4 183.2 184.2 | 1883 1887 189.1 192.3 193.7 | 1943 1984 | 2026 ] 2062 | 2M4
26 Computer and office cquxpm.nl ...... 1.5 1 28342 ) 3005 [ 3057 | 3169 | 3180 1 3253 | 3318 | 400 | 3468 350.5 359.7 | 3678 | 377.8 | 3900
27 Industrial . e 40 1 1209 1244 1241 1240 1259 126.1 126.2 1248 1256 | 1254 127.2 129.3 129.2 129.4
23 Transit 26 ] 1379 ] 1371 137.5 1378 1397 1434 i44.7 140.8 1374 138.0 | 138.0 1379 138.6 | 1249
29 1.2 ] 1480 149.2 1506 | 1526 157.2 157.7 { 1549 147.1 142.2 428 145.7 146.2 1479 1 1418
30 1.7 1294 134.3 1331 1331 1338 1329 1 1326 104 131.2 1288 130.7 1315 132.2 | 1314
3 Defense and space cquipment . 34 EU 68.7 69.0 68.7 68.6 67.7 6715 66.8 66.8 66.9 665 66.2 65.2 646
32 Oi) and gas well drilling. . . .. .. 5 0.8 88.3 86.0 £6.0 560.7 891 85.7 %9.2 919 Rod 9.6 89.6 91.3 837
33 Manufactured homes. . ............. .. 2 137.3 1420 [ 143.1 1536 1536 147.4 148.3 147.2 1504 ] 1524 | 1476 | 1537 157.4
34 Intermediate products, totab ... ... 143 108.1 109.9 o6 110.9 13 1109 110.7 108.9 194 .3 1(m.6 110.4 0.7 o2
35 Construction suppl .. 5.3 106.8 0.7 . (K1) 112.2 1110 110.5 108.6 107.1 107.2 107.8 108.1 109.3 fO0R.7
36 Business supplies . .............. ... 9.0 109.1 L1014 17 1109 1o 1109 193 Lo 1108 Loy 2.0 147 111.3
37 Materials ... ... 39.4 1215 1234 126.3 126.5 126.7 126.7 126.1 126.3 1258 126.1 1274 127.5 127.7
38 Durable goods material 206 4 1312 134.2 1386 139.1 1392 1392 1384 | 1383 138.2 138.7 141.0 142.4 143.0
3 Durable consumer part 39 1322 1338 1397 139.1 139.1 1383 134.7 1327 1328 130.4 135.3 1359 136,1
40 Fquipmcn\ parts . .. 75 143.1 149.0 1523 1536 155.1 156.2 1577 1589 1 1601 163.1 165.9 168.7 1710
41 Other . 9.1 121.3 122.7 127.3 127.6 1267 126.3 1249 | 1247 | 12306 123.5 124.1 1248 1244
42 vy 121.3 1260 | 1356 1248 125.2 1235 1236 | 1209 | §223 1209 1219 1 1194
43 89 ] 1184 120.3 1228 1222 121.8 1217 1209 1214 119.5 1185 1189 | 1181 118.2
44 1.1 1053 106.9 108.7 9.8 .5 1088 108.1 106.7 1024 95.8 102.7 HX).1 99.4
45 1.8 ] 1187 120.5 1213 120.8 1224 12419 1219 { 1258 12004 1239 1 1220 | 1181 118.6
46 40 ] 1232 124.6 127.5 1286 128.3 127.6 | 1270 1 1275 126.1 125.7 1249 1247 125.0
47 20| 1169 ] 1195 1234 119.1 6.8 160 | 1158 1147 116.0 113.5 1140 | 1159 | 11538
48 Energy materials 9.6 | 105.2 ] 1052 105.3 | 1056 | 106.6 | 1066 | 1067 | 1071 107.2 | 1079 | 1084 [ 106.7 | 106.2
49 Primary energy . . 6.3 1003 100.3 101.7 .7 2.0 102.5 102.4 1024 102.6 102.5 1015 0.7 100.7
50 Converted fuel mdlcrl.lls .............. kX 1149 115.1 1123 Hid Hse | 1147 115.2 1169 116.2 1187 1223 1169 | 117.1
SPECIAL AGGREGATES
51 Total excluding awtos and trucks ... ... ... .. 97 t17.6 191 119.8 121.1 1214 1214 ) 1214 1208 121.2 121.1 121.3 122.6 1227 1225
52 Total excluding motor vehicles and parts .. ... .. 95 17t 118.5 9.2 1205 1208 1208 ] 1208 1203 120.7 120.7 121.0 1222 (223 1220
53 Total excluding computer and office
equipment 98.3 115.4 H6.6 1174 1187 1189 1i8.9 118.7 1179 118.0 179 118.0 1193 9.3 HES
54 Consumer goads excluding autq trucks . 269 | 124 F H24 ] 113 15 ) 146 | 1S L oido | 113 | 1 1146 | 1143 | 1156 [ HS. 114.8
55 Consumer goods excluding energy ... .. ... 256 ) 1130 PIR3 ] 142 ] 1162 | 163 ) 1159 1150 148 | 1140 P47 | 1140 | 1152 | 1153 1 1150
56 Business equipment excluding autos and
57 trucks. oL R ERRRED i 128 146.5 1560 | 150, 1525 i533 1541 1589 155.6 i56.1 156.7 158.0 | 160.5 162.0 164.3
57 B i excluding o cr and
office equipmcnl ..... . 125 1307 1338 | 1336 | 1347 135.4 135.6 1366 | 1350 1 1344 | 1347 1356 1 1374 138.2 1359
58 Materials excluding energy 295 127.3 1299 | 1316 | 1338 134.0 1319 1339 | 1330 | 1334 1325 1325 134.2 1350 1354
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2,13 INDUSTRIAL PRODUCTION  Indexces and Gross Value' - Continued
1992 1994 1995
G s1c” pro- 1994
ot N
code poi- avy
tion Oct, Nov. Dec. Jan. teb Mat ApL, May June July! Aug' Sept. | Octl?
Index (1987 100)
MATOR INDUS TRIES
59 Total index 100.0 L18.1 119.5 1203 1217 | 1220 ] 1221 1220 | 1202 ) 1204 ) 204 ) 1265 ] 1229 | 1230 122.7
o) Manulactunng . 85.5 197 121.5 122.0 124 2 124.5 124.2 1242 123.3 123 1232 123.2 124.5 125.1 124.8
61 Py processing. .. 0.5 s 166 1184 120.4 1108 119.1 1189 1"n77 117 116.5 L1610 1160.3 116.9 1165
62 Advinced processimg 39.0 1218 1238 1246 126.0 126.6 126 6 1267 126.0 125, 126 3 126.5 128.3 129.0 128.8
63  Durable goods .0 Lo 451 1295 1280 1291 1302 RN L3S [R1N4) 1303 1301 1305 130.8 132.8 134.1 [REXQ)
Gl Laabee il praoducts 24 20 6.0 106.7 167 (RN o2 W4 105.2 4.9 1027 140 104.5 104.7 1071 5.8
[} Funitwe sud (ixtes 25 14 (S (118 1130 LILT L6 1S 6 1138 1127 T b1z2.3 1132 113.4 1141 113.6
G0 Stone, clay, and gliss
prducts L 32 2 (A 1051 106.9 o1 1087 7.4 108.1 105.% 1001 100.8 105.4 105.0 105.8 105.8
a7 Prnary wetals 33 il (AR [15.9 9. 1230 1209 [RA 120.5 1178 177 115.0 1158 113.6 1159 113.9
[ lion wid steel 332 17 H14.3 L18.8 1209 120.3 1259 1243 120.1 1226 1221 1173 11640 1164 124 4 118.9
o) Raw steel . ... .. . t07.9 109.03 1142 1219 146 172 7.2 (143 1124 1127 11(.9 113.6 LIRS o
70 Nonterrous . . PN 33369 14 109.3 1118 1152 1148 1142 113.8 [ARAt Lrs 118 1o 1143 1096 1051 107.2
71 Fabrreated 1netal products 3 50 110.8 112.2 3.3 1153 1153 1149 1146 1249 138 1145 112.8 1153 Lot 115.6
7 Inelusitral mex hinery and
equpment. . . 5 (] 1599 l6n 5 167 s 168 S 1714 1711 172.0 1723 1733 173.1 1758 179.1 1809 1827
7 Computer and ollice
equpment. 357 b7 2842 3(HLS 057 5119 RERX(S 3254 3R 40,0 340.8 150.5 597 67 8 377 % 39010
T Flectial tadchimery 36 IR 100 3 1669 1 1e88 1725 1 1729 | 1740 | 1752 1751 1769 | 1787 | 182.] 185.7 | 189.3 192.4
75 Transpottation cquipnient . 37 06 1097 109.0 110.5 1.9 112.6 113.5 {129 1101 107.6 107.7 106.2 109.1 109 1 1049
76 Motor vehicles and pats 171 4.8 1379 138.1 1414 [BENY I46.1 1407 [14.8 139.0 1344 1347 1324 137.7 138.7 136.0
7 Autos and light trucks 371 RS 1319 1286 1327 138,41 140.0 1408 1382 1303 124 8 125.7 121.6 129.4 130.7 126.8
78 Aciospace and
miscellancous
sy tation
ciupment, 37269 1.8 82.6 iR 809 KOO 80.4 X7 823 824 820 820 811 81.6 807 7512
7 Tustrunents thi St 1074 10R.2 1077 108 9 108 4 077 1085 10844 1075 108 1 8 0 109.2 109.2 109.6
80 Miscellaeous ) 1.3 1162 FIRA 118.0 176 1Y 1 1203 9.0 118.2 1173 1182 L1157 117.1 117.9 178
81 Nondurable goods . 40,5 113.3 12 1154 Ioat 116.5 1161 1158 1154 115.5 115.0 [14.7 1151 1151 1S
82 T-oods 20 9.4 2K IR 139 47 115.9 157 115.4 1153 [16.5 168 1156 116.2 16,1 1155
LR “tubacew prokducts 21 1.0 96 s s s 1080 1.3 Vh .4 979 104 1 1014 X 1064 104 9 21 138
84 “Textile nuall proxducts, 22 18 109.0 16 | 112001 12,2 | 1133 1109 1.2 1.2 1096 | 1054 1024 166K | 1040 | 1039
.51 Apparel praxducts RE v2 DI 69 06 8 070 vo 6 98 8 95 -1 939 DRI 9 89,0 90.0 894 BE 4
80 Paper and proxlucts. . 26 1.0 744 1189 1213 127 | 198 1203 1206 119.6 121.2 118.2 1203 | 1185 1178 L1800
&7 Punting and publislung 27 0.8 1oe.1 1014 1020 o 1013 100 R 100.4 99.7 100 3 99.6 997 100 8 101.0 ton.7
88 Chenneals and products ... 28 94 1241 1238 1262 128.0 130.4 1297 1292 127.8 127.8 128.2 1277 128.2 129.0 129.8
8]0 Petiolewn products oL 29 14 105 3 101 107 6 107.7 107 < 107.6 108 5 106 9 106 2 105.9 106.9 163 108 8 105 8
H) Rubber and plastic puxliucts 30 3.5 133.5 1367 138.3 Lo 402 140 S 139.1 139.6 1366 136.3 1359 136.0 1372 [38.0
9] Teather and proxlucts 3 3 858 ¥5.0 8S Nl 829 828 827 8.2 805 785 76.5 7844 8.6 .1
92 Miing . o 68 90 8 992 08,3 1001 100.0 0.0 10().2 0o 7 100 5 100.4 100.9 100 2 100.5 98.7
93 Metal. 10 b 159, 4 1589 1543 1562 158 5 160.4 1503 1587 1599 1625 1671 167.1 164.7 163.8
94 Coal ool i 12 1.0 1120 | o Lot 117 ¥ 179 118.6 | 1174 (IEN] 109.7 lilty 114.5 1084 113.7 109.9
95 Onf and pas extraction . IR 47 930 922 91.2 922 9r2 2.3 916 930 93.7 93.1 92.7 43,0 92.4 9.9
90 Slone and caith minetals Bt O | 107.0 1w 3 v 9 1099 | 1151 1120 | 148 114.2 112.5 s 146 | 1142 1156 | 1143
97 Unhies o0 . s c I 118.1 1172 1165 1152 116.5 119.2 LER.9 8.0 122.1 122.0 123.7 128.5 1229
98 Elecne 913 61 1178 179 17s [16.5 117.2 190 [y 3 1186 1216 122.4 1236 1302 123.0
99 Gas, oo L e e 402,401 1.6 192 Thid 123 (LD 1137 12001 173 159 1239 120 4 1239 122.1 122.4
SOLCIAL AGGRIGATES
100 Manulactunng, excluding motor
vehicles mwd paits oL 807 180 1205 1215 1229 | 1232 1229 1229 1224 1225 122.5 1226 | 1237 124.3 124.2
101 Manulactunng, excludimg oflice
and compiting machunes 838 116.5 t I\\‘M { 1206 108 1205 LIQ() 4 1o w2 Ho | 119.0 120.2 120.7 120.3
Gross value (billions ol 1987 dollus, anmual tates)
MAIOR MARKI 18
102 Products, total .. .. . ..., 1,707.0 | 2,006.2 | 2,020.4 | 2,037.2 | 2,056.5 | 20163.2 | 2,066.5 | 2,065.1 | 2,049.6 | 2,050.8 | 2.056.4 | 2,058.1 | 2,083.5 | 2,092.2 | 2,072.4
O3 Bamal ..o o o LALEO [ 1,576.8 [ 18844 § L5984 | L6150 [ 1,620 1 { L6264 [ Lo26.0 | 1,615.5 | LOI6S | 16256 | 1.621.1 | 1,644.9 | 1,651.6 | 1,633,9
1 Consuner goexls . 860.0 9%2.5 yr7o 9RB 9§ 999.6 | 1.000.2 1 1,001.9 997 3 YEY O 9849.3 992.4 985.5 | 1,000.8 | 1,000.9 989.0}
105 Fqpupoment . +18.0 RURR 607 3 GI9Y 6155 620.9 624 5 0628.7 6259 627.2 6293 0635.0 6441 6507 G449
106 Intermediate 3925 | 4208 | di60 ] RE | d4ild | 420 4900 | 4300 4341 353 4T 437.0] 4385 4d06| 4380

Data i this table also appear i the Board’s G179 monthly statistical welease T

the owdering addiess, see the mside bront cover, The Tatest lustonieal 1evisian o the mdustial
production ndex and the capacity utihzation rates was released i November 1994, See
“Industial Prodoction and Capacily Utihizanon: A Revision,” Federal Reserve Bulletin, vol

81 (January 1995), pp 16 26 Tor a detaited desenption ot the industiial production ndex,

see UIndustnal Producuon: 1989 Developments and Hhistoreal Revision,” Federaf Reserve

Bulletin, vol 76, (Apnl 1990), pp. 187 204,
2 Standand mdusinal classification,
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2,14 HOUSING AND CCONSTRUCTION

Monthly figures at seasonally adjusted annual rates exeept as noted

1994 1995

Ttem 1992 {993 194 - - — 7

Dee, Jan. leb. Mai, Apt. May June July! Aug.! Sept.

Pryvate residential real estate activity (thousands o anits except as noted)

NEW UNIIES

I Pemts authoized, . . oL 1,095 (199 1,472 1,420 1,293 1,282 1,235 .243 1,243 1,355 1,308 [IRI)
20 One-fanuly. o .00 o0 oo 911 087 1,068 1,108 990 911 911 905 930 Lo 1,044 1,073
3 Twao-tamily or mowe 184 213 03 115 303 3s1 324 338 13 3dd 324 3142
4 Started o 1,200 1,288 1,457 1,545 1,366 1,319 1,238 1,269 1,282 1,432 1,392 1,389
5 One e 1,030 1126 1,198 1,250 1,055 1,048 OR7 1,008 Y88 1,1 1,126 1,121
6 Two-fanuly ot more .. Lo 170 162 259 295 3 271 251 260 204 328 206 268
7 Under constiuchion at end of ]x'mxll‘ 612 080 762 791 792 797 769 763 755 761 T 783
& One-family . . . . 473 543 558 S84 578 579 552 544 536 538 549 556
9 Two-lamily ot mowe . oo o 140 147 204 207 214 218 217 219 219 223 228 227
10 Completed ... 0 o oo 1,158 1,193 1,347 1188 1436 1,302 1,443 1,134 1,342 1,345 1,226 1,229
11 One-tamily . . . . 964 1,010 1160 LLT73 1,200 1,080 1,222 1,089 1,072 1,037 998 o7
12 Pwo-family o mowe . . L . 1944 153 187 215 227 222 221 245 21 308 228 250
13 Molule homes shipped ... ... ... o 210 254 104 347 36l 135 313 RIE 129 319 135 340
Merchant budder ac vy in
one-family wnts
14 Number sold . . .00 o o (a1 660 670 027 643 575 612 607 667 723 /92 704 727
[S Number tor sale at end ol ]u'n(xil, - 205 203 138 338 342 347 347 348 147 7 347 351 182
Price of nunits sold (thowsand
of dotlars)”
16 Median .ol B . [PAR] 120.1 130.4 135.0 127.9 135.0 13010 134.0 (339 1137 130.0 1350 130.0
[7 Average . . Lo Lo [44.9 L6 1537 159.6 147.4 160.2 1533 1578 [58.0 1602 153.6 1617 1604
XIS TING UNLES (one tannly)
t8 Number sold o000 000 . 3,520 3,800 3,940 3,760 3,610 1,420 3,620 3,300 3,550 3,800 3,990 4,120 4150
Price of unis .\)uhl (thowsandy
of dollars)”
19 Median, ... oo . 103.6 16,5 1096 109.1 108 107.0 107.9 108.1 {09.0 1162 (159 117.6 1S
20 Average ..o A . £30.8 13401 13644 1356 135.3 1334 134.5 134.2 135.4 1433 142.2 144 4 140.5

N . )
Value of new constraction (nullions of dollimsy

CONSITRUCHON

20 Total put in place. ... oL CL ) 435,022 | 404,504 | 506,904 | 521,771 ) 521,054 | 524,429 | 523,467 | 522,094' | 514,515" | 518,934 | 528,185 | 528,715 | 535,000
22 Pavale ... o . Co ) S0 139,161 376,560 | 3R6,103 | 384800 | 383,652 | 383,301 1 W82,220" | 376,148 | 377.486' | 385,233 | 387,323 | 391,383
23 Resudential o Coe o L IBTET0 | 210,455 | 238884 | 243565 | 241,938 | 240,207 | 237,804 | 230,109 | 231,342 [ 228 3KE' | 232,415 | 235964 | 2403066
24 Nomesulential ... 0 0 oo 127,825 128,706 137,682 142,938 (42,868 143,445 145,407 | 148,111 144 800 149,098 152,818 141,359 151,017
25 industrral bwldimgs .. 20,720 19,533 21,121 22,769 22,715 23,370 23911 24,7107 24,760 24410 24,424 2225 2H113
26 Commeretal bnldings 41,528 42,627 48,552 53491 53,338 53,687 35439 | 55,011 51779 55420 56,906 55,006 55,334
27 Other buildings ., ... e . 21,494 23,620 23912 24,094 21,373 24,039 23,0602 24,948 24,319 23447 24,463 24,054 24,241
2 Public wtilities and other .. ... .. 44088 | 42,020 | 44097 | at584 | 2442 | 42349 | 42005 | 44445 | 43048 | 45815 | 47,025 | 47474 | 47320
29 Publico.ooo C b 9322 125,842 ) 130,337 | 185,668 | 136,248 [ 137,77/ | 140,166 | (39874 | 138,367 | 141,447 142952 | 141,392 | 143,617
30 Mty .. . 2,502 2,454 2319 2784 2,928 2,624 3,048 2,736 2442 2,569 3212 1,048 2311
3 Thghway. .. .., A 34,899 37,431 39,882 18,404 38,574 38,081 40,607 41,158 38,657 40875 44,204 42,792 43,117
32 Conservation and development . L. 6,021 S.078 0,228 7466 6,081 7,128 7,139 6,273 5,531 0,117 5,320 5,007 5,030
330 Other . o0 L . 75,900 19,479 81,908 86,954 H&,008 89,344 89,312 84,7077 91,737 91,886 90,210 89,945 93,159

[. Not at annual rages., SOURCE, Buteau of the Census estinnates {ou alb senies except (1) nwobile homes, whaclae

2. Notseasonally adyusted puvate, domestic shipments as 1eported by tie Mianufactmed Housimg Institute and seison-

3, Recent dati on value of new constiuchion may not be strictly comparable with data Lo ally adjusted by the Census Bureau, and (2) sides and puces of exssting units, which are
mevious periods becanse of changes by the Buicau of the Census ints estimatig techniques published by the National Association of Realtors, All hack and cutrent figuies are avinlable
Tor a descripuion of these changes, see Comtiuction Repoits (C=30 76 -5), 1ssued by the from the onginating agency, Permit authotizations e those iepoted to the Census Buiean

Census Buteau m July 1976 from 19,000 jurisdictions beginning n 1994,
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2,15 CONSUMER AND PRODUCER PRICES

Domestic Nonfinancial Statistics [} Junuary 1996

Percentage chimges based on sceasonally adjosted data except as noted

Change Trom 12
months cathies

Change from 3 months catlier
Cannual rate}

Change lrom 1 month carlier

—~— Index
ltem j level,
1994 1995 1995 Oct,
1994 1995 1995
Oct Oct,
Dec. Mau. June Sept. June July Aug. Sepl. Oct
CONSUMLR PRICI Y’
(1982 84 100y
I Albitems ... oo 2.6 28 19 3.2 3z 1.8 . 2 1 1 3 153.7
2lFoml. oo 24 10 3.9 0 3.6 3.0 . 2 2 5 3 149.4
3 kneigy items .. e . -+ L2 A 1l S.4 1.5 N 8 &K 14 4 L0458
4 All tems less tood and energy . ... 29 30 2.0 4.1 3.0 2.8 2 2 2 2 3 L62.8
5 Commodtties . .. . .o 1.7 1.6 Ki 2.6 O 23 B | 4 A 2 140.5
6 Seivices 35 37 2.6 48 4.3 30 3 K} 1 R 3 175.6
PRODUCTR PRICTS
(1982 100y
7 Punshed goods. oo oo 1.0 21 2.2 12 .6 1.3 2 N { R A 128.5
Consuner toods. . 6 24 92 12 4.0 88 R [me 0 1.0 0 1297
9 Consumer enetgy. ... .. 22 ok A t.3 1.5 14.3 L1 2.4 9 5 9 76.8
H) Other consumer goods, 1.7 )6 O 29 3.2 23 .1 2 N R | 1432
11 Capiial equnnent 1.9 22 3 10 1.8 21 K R . N | 1377
Intermedate matentady
12 Excluding toods and feeds .0, 3.2 4.4 7.2 10.6 19 0 .0 [¢] | 1 <4 125.7
13 Excluding energy 42 51 8.3 1y s 4.2 1.8 .1 3 1 1 3 135.8
Critde materjaly
Id Foods oo oo Looano o 6.4 1.5 1.2 4.6 R 423 1y 42 ) 4.2 2.1 109.3
15 Lneigy . Lo 47 76 45 14.6' 220 1.2' 5.3 38 3.2 4 60.9
16 Other o o0 s 13.1 4.0 Y 21.9 4.0 18.2' 2! -1y 9 2.1 2.6 165.0

1. Not seasonally adjusted.

Sourct, LS. Department of Labor, Bureau ot Labor Statistics.

2 Ligures tor conswmner puces e tor all mban consumers and ellect arental-cquivalence

measttie of homeownership,



Selected Measures

AS1

2,16 GROSS DOMESTIC PRODUCT AND INCOME
Bittions of cunient dollins except as noted: quaterdy data at seasonally adjusted annual tates
199 1 1995
Account 1992 1994 19914 - - - - - - T - - -
0 Ot ol 02 04
GROSS DO STIC PRODUK ¢
I ‘Total 0,020.2 06,3433 6.738.4 0,791.7 6,897.2 69774 7,030.0 70132
By souice
2 Pessonal consumption espenditines L1309 43782 40284 AXCRY IR RWASH 478201 48510 $HK98.1
3 Durable poads 4927 SR 5915 5H1S [V 6152 6203 6324
i Nondurable goods 1,295~ 1,349.2 13943 F-1006.1 1oy 11322 1446 2 [IREUN
S Serviees RS 25010 26127 206599 2,696 23R 2784 5 2R16.0
O Gross private domestic mvestient TRE 3 8820 1 (1329 1055 ¢ 1.0/5.6 L1078 [,0vd 1 L3
7 Fixed mvestiment 185 7 806 7 0RO 7 DURE 10208 10534 10569 1,045
8 Nonresilential S61 4 6161 097 6 09 ERRE 7604 7793 /88.0
G Stactures . . 1711 1731 1828 (X 1920 198 6 2043 207.6
10 Producers” durable cqmpient 390 3 AR RIRE RN 5007 S0/ 8 S7s 0 S804
1 Reswdential steacties 228 2504 2840 2840 R8O 2868 217G 286 S
17 Chiange us business mventoies 0 15.1 522 026 S48 S5 §7.2 8.9
| Noendiwm 001 450 S8t i AR 70 B3
I Net exports of goods and services 03 054 DA 109 6 98 Y (et 1247 {183
15 Laports 68 1 0659.1 1ok, 7305 16h.5 TI8R 191S 8020
16 [mpoits GO8 1 1048 8l6Y 8101 R4 8RO 9 9200 0203
17 Government puichases of poods and services 11253 L1483 P75 3 1,188 8 1,185 & 1,198 7 1,209.6 1,2201
18 bedeial oo OO 4436 4373 RERR 4319 ARRN} 437 436 R
19 State and local G163 1Oy 1380 JAR R 1538 1613 THEY /833
By wajor ivpe of produci
20 Pal sales, total 60172 6,379 0,080, 6,729 | 08121 082249 6,998 10103
N Goods .0, 22000 239001 25324 251306 20043 2038 | 2,650.0 2082 Y
Ry Durable . 908 6 10321 L1188 125K LIS 8 1,1750 L1786 12007
KR} Nondwable o000 1,323 4 13584 [N IRANA ISR Fand g L d 1480 8
Rt SEIVICES 3,070 14055 3.576.2 31,6030 360N 1680 0 L1410 31173
25 Stuctures L (D 3320 SO SR 9 5973 0043 601 8 [ RX4
26 Change 1 business mventones 3y It AR 6.6 S8 RN LY Y
27 Durable poods 130 8.6 hR Th 163 180 L RIS
28 Nomlurable poods 160 6/ 174 18.5 8.5 65 8.9 .6
Mino
29 Total GBI in 1987 dollars 49793 51345 53440 5,367.0 54338 SA470.8 54878 5,544.6
NATIONATL INCOMY
30 Fotal .. +829.5 S, 1304 S458.4 RELARY 55994 5,688.4 57194 .
31 Compensation al cinployeos 591 3,780 1 H00LO o2y 0953 40573 18O 123009
32 Wages and salaes RUAT R 31008 1,219.0 3,049 3,3560.4 340134 14203
33 Govepment and govenunent enterprises S67 3 5838 0028 604 609.0) 6172 620,13
34 Other L s . PR 25170 2.076.2 REHLURS 2TV QRG22 28020
3y Supplement to wages and salanes 0361 6790 1250 7207 1389 7539 160 8
36 Fmployer contibutions for socml mstrance 07,7 3243 o 316.0 30,2 3543 3508
v/ Other Tabor mcome LR 395 4 W0 887 R8T 1996 4049
W Popictons income! HIRY RRRNG RYRNS W70 4851 AORRG 4872
W Business aned protessional! AR s [ RS 7 ARRKi} Hw 2 AR
10 Fa! i 373 395 208 ./ RAE) ™0
At Rental mconme of ‘u-mm\' 55 kAN 2 2.6 200 251 242 0.5
12 Corporate pmlllst IR 8500 007 S8 1 ni
B Profits belare tay . 395 9 5381 S7T06 ST nat,
d4 0 Inventory valuation adjustient 6.4 9.6 90 282 74
45 Capital conswmption adpstinent 157 31 s 8| 3n2 5.4
40 Netmterest 0000 0.0 199.5 400,/ S 7 4292 424 4440 0

1

’

With ventory valnation and capital consamption adjustinents
Wil capital constmption adjustinent

3 Botalter tax pohts, dividends, amd the ke, see table 48
SOURCT, LLS, Departisent ol Connmeree, Suivey of Curreat Businesy



AS52  Domestic Nonfinancial Statistics [1January 1996

2

.17 PERSONAL INCOME AND SAVING

Billions ol current dotlars except as noted; quarterly data at seasonally adjusted annual rates

RV NN ¥}

x

9
10

12
1
14
15
16

15
6

3

kh
D]

4

1994 1995
Account 1992 1993 1994
03 Q4 Qt (071 W
PERSONAL INUOME AND SAVING
Total personal income 5,154.3 5,375.1 57017 5,734.,5 5,856.6 5,962.0 6,008.1 6,075.8
Wiage and salary disbinsements ..., 29748 3,080.8 32790 31,2939 3.3560.4 34034 34223 34627
Commodity producing mdustiies 757.6 773.8 818.2 8218 837.3 848.5 8420 846.6
Manutactunng . RN G 578.3 588.4 617.8 618.3 629.5 0638.1 629.6 631.9
Disributive industiies C e 682 3 7019 744.5 7535 769.6 7760.8 7829 795.4
Service mdusties A 967.6 1.021.4 1,109.5 11143 1,140.5 1,160.9 1,177.0 1,196.3
Government dand governme ul uklupnxu e 567.3 5838 602.% 604 4 609.0 617.2 620.3 624.4
Other labor come 3287 3553 3810 3837 388.7 3996 403.9 407.8
Proprietors” meome Lo 4187 441.6 473.7 467.0 485.7 493.6 4872 4923
Busmess and pmtmumml' ..... 3744 404.3 4342 437.1 444.0 449.2 4522 458.3
Faim 44.4 373 39.5 29.8 41.7 44.4 350 34.0
Rental meome ot pu\nn\ - 5.5 24.1 27.7 32.6 29.0 254 24.2 2015
Dividends . 161.0 1813 194.3 196.9 2027 205.5 208.1 2156
Personal miterest meomne 605.2 637.9 664.0 674.2 701.1 723.6 7393 T48.3
Transter payments . 86(2.2 915.4 963.4 969 0 979.7 1,004.8 [RHER LO3LO
Obd age survivors, disability, and health sutance benelits 414.0 4444 473.8 470.5 483.1 496.7 503.4 S08.3
[ £ 58t Personal contuibuttons tor socaal insgtanee 2487 2613 281.4 2829 286.6 2938 295.4 298.4
FQUALS: Personal meome 5,154.3 537581 57017 5.734.5 5.856.0 5962.0 6,008.1 6,075.8
1ESS: Pesonsl lax and nontax payments 648.6 686.4 742.1 744.1 754.7 777.6 807.0 807.0
FOUALS, Disposable personal meome 4,505.8 4,688.7 4,959.6 4,990.3 5,119 5.184.4 5,201.0 5,268.8
Liss Personal outlays .0 o0 L0 L 42578 4,496.2 4,756.5 4,787.0 4,869.3 49207 4,994.9 §5,045.9
2 BFQUALST Personad saving 2479 192.6 203.1 2033 2326 263.7 200.1 2229
MEMO
Per caprta (1987 dollass)
Gross domestic product RPN 10,489.7 19878 8 20,475.8 20,536.5 20,739.8 20,836.3 20,858.6 21,0233
Personal consumption expendilures . ... . L 13,1104 13,390.8 13,715.4 13,716.6 13,8535 13,880.1 13,9057 14,0334
Msposable petsonal income L0 14,279.0 14,341.0 14,696.(4 14,697.0 14,927.0 15.048.0 149730 15,005.0
Saving rate (peicent) . C e 585 4.1 41 4.1 4.6 S 4.0 4.2
GROSS SAVING
Gross saving - e e 7229 787.8 920.6 922.6 950.3 1,006.0 Y838 La,
Gross prvate saving YRO.8 1,002.5 1,0583.5 1,052.7 1,082.7 11264 1,080.0 na,
Petsonal saving . 2479 1926 203.1 2033 232.6 263.7 206.1 2229
tindistubuted corporate pmllls 94.3 1209 135.1 139.5 1307 132.6 140.8 na,
Corpotite mventory vatuation m||uxuuun - 64 6.2 19.5 19.6 321 9.0 282 74
Capital consumption allowane ey
Carporate e e 96.8 407.8 4322 4326 438.0 4453 454.7 461.0
Noncorporate 2618 2612 2831 2773 281.3 284.7 2884 292.0
Government swiplus, or defieit ¢ ), national income ad
product accounts ... L e 257.8 2150 - 1329 1301 132.3 -120.4 - 1002 .
Federal P 282.7 241 4 159.1 - 1540 161.1 - 148.6 - 1296 na.
State and lm.ll 24.8 263 26.2 239 288 28.2 234 na,
Gross investment . e 7317 89.8 889.7 01,5 907.9 947.4 916.8 na.
Cross private donestic mvestment e e T88.3 §82.0 1,032.9 1L,O55. 1 1,075.6 L1078 1,094,1 1,113.4
Net toreign nvestiment - 56.6 -92.3 143.2 - 1536 167.7 160.4 1773 na.
Statistical discrepancy . 8.8 2.3 -30.9 =211 —-42.4 —58.6 —67.0 .

1 Wauth iventory valuation and capital consumption adjustments,

2 With capitad consumption adjustment

SOURCE, U.S. Depattment of Commerce, Survey of Curvent Rusiness
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0 US. INTERNATIONAL TRANSACTIONS  Summary

Millions of dollars; quatterly data scasonally adjusted exeept as noted!

Summary Statistics

AS53

|
2
3
4
S
6

7

8

9
10

Y]

18
19

40

2 Change m foreign ollicial assets 1 United States (naiease, |

Ttemy credits o debits

Balance on cutient account .. oo o L

Meichandise hiade balanee ... ..
Merchandise exports L
Merchandise imports

Militny fransactions, oet, .

Other service ransactions, net

Investient income, net ...

(LS. government prants.

LS. government pensions and ulhu lhll\\l(]s . .

Private 1emittances and other ansfers, .. e e

Change in US government assets other than ofhicral
reseIve assels, net ncrease, oo e

Change nt US oflicial teserve assets Gmerease, ) .
Gold, ....o00000 0 oo
Spectal diawing ll),hl\ (SDRsY
Rescrve plmlmn m International Monetiny 14 uml
Foreign cutiencies . e

(']mn i ULS, private assets abioad (ixctease, )
@ I ;
3 pm ted L]ulmx -

U.S, purchases ni l(nu)ﬁn munuu et
LS, duect investuents alwoad, vet. .o

us. 'l'lcn.suly secuies, L
Other U.S government oblipatior . -
Other ULS. govermment fahihties’ .. L e e
Other ULS. hiabilties ieparedd by US. banks”

Other foretgn oflicial assets” .,

Change m toreign private assets n\llmlv(l States Qoerease, Ty oo
0U.S. hank-tepanted labilitics” .
.S, nonbank-ieported liabthties .~ .0 0 0 0 Lo L
Foreign private purchases of US. Fieasury seeunties, net
Boreign puichases ol other 118 secutities, net
Forengn dueet mvestments m Umted States, et

Allocaton ol special diawing thl\ PO
Disciepancy oo .
Due to seasonal adjustiment. e .
Belore seasonal adjustiment. ... oo o i e

MI.MO

Changes i official ussety

LS. othicial 1eserve assets Gneacase, .

Toreign othicial assets in United Sldlu ((Lllldlllg lne 25
Gnerease, By oo

Change m Organizanon of Penolenn 1 xpnmn;, Cotes otheal
assets in United States (pact of line 22) .

1992

61,548
96,106
440,352
536,458

ll 130

1,661
3,901
4]

2,316
2,692
4277

68,115
20,895

45
46,415
42,640

40,466
18,454
1,049
2,180
16,571
088
114,357
15,401
13,473
36,487
29,867
17,599

i
26,399

é(»,_i‘)‘)

3,001

18,280

5,942

1093

-99,925
132,018
456,823
589441
448
57,328
9,000
16,311
-3,785
13,088

330
1,379
0

537
44
197

182,880
20,947

72601

72,146
48,052
4,062
1,706
14,841
2,585
176,382
20,859
10,489
24063
79,864
41107

0
35,985

35985

1,379

70,440

3717

1994 1995
1904
a2 } Ol O Q!

151,245 - 47,986 19,714 43,277 39,025
166,099 41,494 44,627 43,488 45,050
502,485 122,730 127,384 134,926 138,061
668,584 164,224 172,011 177,414 [LENAN
2,148 176 1,124 679 542
57,739 14,195 14,696 15,342 15,0068
9,272 2,285 25'11 4,571 1,961
(5,814 3,703 3,488 6,245 2,867
4,247 - 1,063 1,064 1,063 782
15,700 4,012 3,822 3,931 1,975
322 491 2R3 93] 152
8,340 4,537 165 2,033 5,318
0 0 0 0 0
-441 108 [ 121 867
494 251 273 27 526
5,293 3,304 27 2,181 3,925
130,875 10,001 27,497 56,258 69,873
915 15,107 £,590 16,651 29,284
32,6214 10,230 - 8,051 12,449 11,518
49,799 7,128 10,970 15,238 - 6,567
44,370 1,350 10,088 110 - 22,504
10,409 9,162 10,691 421 22,308
30,723 5919 16,477 7,470 10,131
6,025 2,360 2222 1,228 1,126
2,211 174 494 692 154
2,923 1,674 1,298 9,856 10,940
2,473 905 800 45 265
251,956 37,304 60,045 85,136 72,533
114,396 28,231 19,650 4,676 - 531
4,324 2,047 487 5,242 10,113
RRR.I0I 1317 5,428 25,929 29910
58,625 12,551 14,762 10,195 15816
49,448 5,946 10,718 19,578 17,225
0 4} 0 8] 0
14,269 2,567 12,082 13,718 19,527
. 587 6,641 782 6,183
14,209 3,054 5441 12,936 13,344
4,346 3,537 165 2,033 5,418
37,198 8,088 19,197 1,113 22,462
1,184 4,217 3,564 1,120 322

QA

43,622
49,040
142,543
191,583
517
15,135
2874
2,356
988
4,036

157

2,722
0
156
786
1,780

72,228
35,534

20,597
a7

37,759
25,169
1,326
S13
7,802
2,949

16,459
15,006

29,960
20.202
11285
(}
4511

410
4,101

2,722

37,240

i

2

mer

3. Repotting banks include all types of deposstony insnitution as well as some brokers and

dea

chandise frade data and ate included in fine 5,

lers

Seasonal faclors me not cateulated tor lines 12 16, 18 20, 22 34, and 38 40,
Daata are onan mternational accounts basts, The data diiler from the Census basis data,
shown m table 211, for reasons of coverage and tmng, Militay expotts are excluded from

4. Associated primarily with nuhhlly stles contracts and other tansactions arranged wath

or thiough toreign oflicial apencies,

5. Consists of investments in ULS. corporate stocks and in debt securities of private
corporations and state and tocal governments.
SOURCLE, (1.8, Depariment of Commerce, Butean of Beononue Analysis, Suvey of Crorent
Business



AS54  International Statistics [

311 US. FOREIGN TRADE!

January 1996

Millions of dollars; monthly data seasonally adjusted

1995
Item 1992 1993 (994
Mat. Aps. May June Juty Aug. Septt
1 Goods and seiviees, balance ..o 39,480 4,841 106,212 9,209 11,076 10,780 11,280 L1186 8,359 3,349
2 Machandise. 96,106 132,018 166,099 14,537 16,336 15976 16,493 10,230 - 13,504 13,708
3 Sevaces . 56,620 2,777 50,887 5,328 5,260 5,196 5,214 5,044 5,145 3,350
4 Goods and services, expods L F 618,969 O-h4,578 701,201 65,342 04,412 05,595 04,594 03,408 06,190 07,244
5 Merchandise. . . 440,352 450,824 502,485 47,947 47,1587 48,307 47,381 40,368 49,084 49,858
6 Services . 178,617 187,755 198,716 17,395 17,255 17,288 17,218 17,040 17,106 17,386
7 Goods and services, imponts. ., 658,449 719,420 -807,413 74,551 75.48% 76,375 75,879 74,594 74,549 - 75,593
8 Meichandise. ... . ... 530,458 589,44 668,584 62,484 603,493 64,283 63,874 62,598 02,588 03,563
9 Serviees ... 121,994 129,979 138,829 12,007 11,995 12,002 - 12,008 11,996 11,9061 12,030
MmO

10 Balance on mevchandise trade, Cel

basis........ ... —84,501 —113,568 | —150,630 — 12,886 —14,797 — 14,058 - 14,730 — 15,290 —12,507 —12,806

t. Data show monthly values consistent wath quarterly figutes  the (LS. balance of

pdyments aecounts,

3.2 US. RESERVE ASSETS

Millions ol dotlars, end of period

SOURCE, FL900. U8, Depatment of Comnmetee, Huicauw of the Census and Bmean of

Feonone Analysts

1995
Asset 1992 1993 1994
Mai, Apr. May June July Aug, Sept, Oct?
LTotal.ooooo o 71,323 73,442 74,335 86,761 88,756 90,549 90,063 91,534 86,648 87,152 86,224
2 Gold stock, including Exchange
Stabilization F llIllII ................. 11,056 11,053 15,051 11,053 11,055 11,054 11,054 11,0583 11,053 11,051 11,051
3 Special dmwm[, nz,,hl\ T 8,503 9,039 10,039 11,651 11,743 1,023 11,869 11,487 10146 11,035 10,949
4 Reserve pmmml i In(u:mlmml Monu.uy
Fand? 11759 11818 12,030 13418 14,200 14,278 14,276 14,761 14,470 14,681 14,700
5 loreign curtencie 40,008 41,532 41,215 S,639 51,752 53,294 52,864 54,233 49,979 50,385 49,524

1. Gold held “under carmark™ at Fedenal Reserve Banks for toreign and intetnational
accounts is not included mothe gold stock of the Umted Sttes; see table 3.13, line 3. Gold

stock 1y vadued at $42.22 per fine troy ounce.

2. Spectal drawag nghts (SDRs) are valued according to a weehnigue adopted by the
nternational Monetary Fund (IMEY i July 1974, Values wie based on a weighted average of
exchange tates fou the cotencies of membes coutnes. From July 1974 tuough December
1980, sixteen Qwrencies were used; smee Januay 1981, five cunencies have been used. ELS,

SDR holdimgs and 1eseyve positions i the IME also have been vadued on tlis basis since July

1974,

3. Includes allocations of SDRs by the Internationat Monetmy Fund on Jan. 1 of the year
m; 1971 $717 nullon; 1972- - $7 10 mullion; 1979

widicated, as follows: 1970

$1,139 millon, 1980- $1,152 nulhion: 19%1-

$RO7 mullic

4 Valued af cunent minket exchange 1ates

3.13  FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS'

Millions ot dollais, end of period

51,093 million; plus net transactions in SPRs.

1998
Asset 1992 1993 1994
Mar. Apr May June July Aug. Sept. Ocet?
I Deposits. ... 205 K1) 25G 379 166 227 167 t90 165 201 278
Held in custody R
2 US, Treasmy seeurities” 314,481 379,394 441,866 459,694 469,442 474,181 482,506 505,613 02,737 506,572 507,075
3 Farmaked gnhl‘ ,,,,,, 13,118 12,327 12,033 11,964 11,897 11,800 11,725 11,728 11,728° 11,728 11,709

t Excludes deposits and US Tieasury secunties held for mternational and tegronal

o1 ganizations

2. Marketable LS, Treasuey balls, nates, and bonds and nommachetable US

sectnies, 10 edch case measteed at face (not market) value,

JRTCTNIY

3. Held m toreagn and international accounts and vahted at $42.22 per fine oy ounce; not
included i the gold stock of the United States,
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3.5 SELECTED US. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions ol dollars, ¢ud ol period

Item 1993

Lot 483,002
By type R
iabilities 1eported by banks m Illt; United States™.
U8 Treasury bills aed certibentes” .o s
LS asury bonds awd notes

,,,,,,,,,, 04,808

o

4 Marketable, oo 212,237
5 Nommahetable. .0 L 5,082
6 ULS, securties otlier than TLS. Dreasiny secunties 44,205

By wea
7 Bwope’ .0 oL
8 Canada. . ..o

15,285
9 Latin America and Caibhean .

55,898

10 Asia 197,702 236,819
1L Atea. 4,052
12 Other countries . . 2,942

520,578

.......... 151,100 139,570

254,059

207,121 215,024

1995

Mau Apr. *‘ May June July Aug. Sept.!
Sd2,768 | 552,623 | 560,324 | 580,074 | 604,392" | 612,828 | 619,358
83,697 85,564 84,859 91,583 93,743 104,745 109,081
141,716 146,417 154,575 154,517 159,654 157516 163,003
262,020 205,178 263,404 274,254 291,034 290,670 286,154
6,135 6,174 6,209 6,245 6,288 6,324 6,366
49200 49,290 51277 | 53474 53,673 53508 540764
28,385 216,771 217,793 223814 224,344 221,105 222,820
19,268 19,248 19,631 19,549 21,746 21,508 203,522
39,847 42475 44,707 50,288' 58,007 63,204 63,305
256,845 | 266,080 | 270,519 | 278767 | 200878 | 297,343 | 303818
4,583 4,200 4,281 4427 4,309 4433 4,084
3838 LRI 3391 1226 5107 5173 4207

1. Inchwdes the Bank tor International Seqtlements.

2, Puncipally demand deposus, time deposits, hankers acceptances, commerctal papet,
negotiable time cartificates ol deposit, mwd botrowmgs under repurehase agieenvits,

3, Includes nonmaiketable certificates of mdebtedness and Treasury Walls issued to ofhcial
institutions of foreign countries,

4, Excludes notes mssued 1o foregn ofltcial nomeserve agencies. Includes curtent value ot
seto coupon Treasiwry bond issues 1o toteign governments as follows  Mexico, begining
Manch (988, 20 year matwity ssue aid begimng March 1990, 30 year miaturity vsue,

306 LIABILITIES TO, AND CLAIMS ON, FOREIGNERS
Payable in Forcign Currencies

Millions of dollars, end ol petiod

Venesuels, beginning December 1990, 30-year maturity ssues Argenting, begmmng Apnl
1993, 30 year imatutity issue,

S, Debt securities of VLS povermment corpomations and federally sponsored agenvies, and
LS. corporate stocks and boids,

SOURCE. Based on UK. Deptment of the Treasuy data and on data reported to the
depantoient by banks (including Federal Reserve Bunks) and secunities dealers in the United
States, and on the 1989 benchnuuk sutvey of foreign portfolio investinent m the United
Stafes.

Reported by Banks in the United States’

tem 1991
I Banks” habalities ... ..., S . . Lo 75,129
2 Baoks' claims ..o, 0 o e 73,195
3 Deposits. .. ... e 20,192
4 Other clams oL . T A P 47,004
5 Claims of banks’ domestic custoners” - o o 3,308

1994 1995
1942 1993 ——
Sept, Dee, Ma. June
72,796 78,259 ¥3,444 89,587 96,190 106,069
62,799 61,428 64,161 60,249 72,511 17,195
24,240 20,41 20,731 19,640 24,257 28,915
38,559 41,024 43,430 40,609 48,254 48,280
4432 9,103 12,719 15,020 H1,637 13,070

1. Data on clamis exclwde foreign cutiencaes held by LS monetary authonties

2, Assets owied by customers of the repotting bank located 0 the United States that
epresent clamms o toreigoers hield by repotting banks for the accounts ol the donmestie
customers.
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307 LIABILITIES TO FOREIGNERS

Payable in (LS. dollars

Millions of dolkas, end of pernod

International Statistics [ ] January 1996

Reported by Banks in the United States'

1995
frem 1992 1993 1994 D -
Mau. Apt. May June July Aug. Sept?
BY THOLDER AN LYPL OF LiaBILY
1 Fotal, all foreigners ... . oL 810,259 920,793 [ 1,007,047 | 1,030,278 | 1,037,624 | 1,041,439 | LOS7,301" | 1,089,317 | 1,075,124 | 1,670,861
2 Hanks’ own habalines L L0 600,k 627040 721,624 725.006 720976 722,735 | 735,054 730,208' 744,014 712,358
3 Demand deposes 21,828 21,573 23,370 22746 22,950 23,567 22,226 24,100 24,771 23,745
4 Tune deposis L o0 1641, 385 175012 186,400 {8,124 182,196 184,299 195.214' 194,73 198,121 187,537
5 Othet o 93,237 112,056 115,933 12000939 123,852 127,544 122,722 140910 137,438 115,844
O Own toeign ollices h 330,494 RATY WSO8 397257 LYTY IRT 325 394,89 173,459 RLFRITY 385,232
7 Banks' custodial fraalies” 203815 299753 295,423 306212 316,048 318,704 422,247 320,109 330,480 328,503
8 US Treasiy atls and centtfiates” . 127,614 176,739 162,820 170,138 175,540 182,046 182,204 188,621 187,318 192,711
9 Other negotable and 1eadsty Ix.mthhh
mstiaments' o 21074 30,289 42,177 44021 48,278 40,331 45,112 44,252 44,908 47,241
1 Othe 54,197 86,725 90,420 91153 92,830 96,327 94,931 96,236 98,254 98,551
1) Nonmonelny aeynabiona) wnd 1epional my;mi/,nmmN Y, 350 10,936 8,006 0263 2710 K570 V776 11,985 9,063 12,371
12 Banks” own labilines 6,951 5,039 8176 8,639 1,547 7,608 8,972 10,884 8,059 11,479
13 Demand depoyits 00 A6 15 29 31 214 3d 114 43 40 O
14 Tune deposis” 3214 2,780 3,298 3.899 1,951 asie 4,459 44977 4,480 4,189
15 Other ! PSP 3,091 2844 4,849 4,709 3,379 4,059 4,399 5,804 4,133 72206
16 Ranks custodial Tabihties® 2,89 5,297 430 624 [,163 06/ RO} 1,071 1,404 891
1 US “treasury Bills and cortihcates 1.Hn8 4275 281 RIB) 763 510 312 551 826 354
18 Other negotable and readidy tansletable
stiments 436 1,022 149 07 400 456 492 §24 478 537
1 Other . 0 o0 5 0 0 h] (1] 1 8] 0 Q0 0
20 Oerl imstiutons” .00 L 199,503 220,908 212,601 225413 231,981 239,444 246,100 253,397 262,201 273,074
21 Banks” own labihites . S1,202 o234 59,580 09,196 67,999 08,974 73,129 75,379 83,340 85,928
22 Demand depoyis (402 1,601 1,564 1,708 185 1,575 1,308 1,429 1,547 1362
23 Tune l|l|1“\l|‘| ..... 17,949 21,654 23,511 23925 25,788 27,462 27,426 20,502 31,740 11978
24 et A9n1 40,076 34,505 43,506 40,7206 39,917 44,308 44,448 50,059 52,588
25 Banks” custudsal Babihines” 103, 3h1 150,677 153,021 196,217 163982 170,400 172,971 178,018 178,915 187,146
20 US. Treasmy blls aisd cenific ates". 104,596 151,100 {19,570 141,716 146,417 154,575 154,517 159,654 157,516 163,091
7 Other negotiable and readily nansferable
mistiments . 3126 S:82 13,245 14,351 17473 15,771 18,325 18,159 20,738 23,777
28 e .. oo 19 95 206 150 92 114 129 205 664 26
O Bak" 547,120 592,208 GRO73R 685,733 081438 680,063 085,718" 665,934 684,101 669,050
0 Banks’ own Imlnlllh S e EYIINIV] 478,792 506,047 565,555 558,004 560,441} 506,247 545,332 502,061 546,467
i Unatliliated foreign banks, . 145,123 160,413 170,732 168,298 166,925 173,115 171,355 171,873 175,347 161,235
37 Denmiaund ey pustts 16,170 9,719 10,634 [0).878 10,701 1,406 10,554 12,121 10,061 11817
33 Tune deposits L o0 s 90,290 105,192 111,156 107,507 100,613 103,081 L6748 104,806 110,287 98,967
i) (ther” L . 14,057 45,501 48,943 49,9113 55,001 S8,028 49,127 54,9406 54,999 50,451
35 Own foreym ulllu N 130,094 318,379 395,915 397,257 391,978 387,325 194,892 373,499 87,314 385,232
3 Banks' custodhal Tabihitics” T3 (13416 114,091 120,178 122,535 119,623 119,471 120,602 121,440 122,584
¥/ LS, Treastry bitls and ecrtiticates” 11,087 10,712 1,219 15723 1877 14,437 15,021 15,535 15,489 16,170
38 Other nepotiable and readity tansterable
nistutentst L0 7,554 17,020 14,234 15,254 15815 10,955 11,188 10,583 10,142 9,605
39 Othee . 521,561 85,084 84,038 89,201 91,003 94,231 93,262 94,484 95,809 96,748
40 Other forcigners o0 0 L0 L 04,026 162,741 115,102 110869 115,495 F3,3606 115,707 128,031 118,799 116,367
4t Banks’ own hatshoes 00 YARER) 78,378 87,221 81,676 86,527 85,712 86,700' 98,013 80,978 88,484
-+ Demand deposies 00 o 10,310 10,238 11,150 10,132 10,550 10,552 10,160 10,507 10,123 10,502
43 Bane deposits 000 48,016 45,406 48,435 48,793 51,84 49,640 51,635 52,454 51,0608 52,403
<+t Oher 'L 12,928 2274 27,630 22,751 24,1306 25,520 24,891 35,052 28,247 25,579
45 Banhs' custothal habthes® . . L 21 892 24,303 27 881 29,193 28,908 27,054 29,001 29,418 28,821 27 883
46 US Treasury bills anel oo vllluuln KR 10,053 10,652 11,756 12,385 12,643 12,524 12,354 12,881 13,487 13,004
47 Other negotiable il scadity vansterable
ustiuments ! 10,207 12,765 14,544 15,0609 14,590 13,149 15,107 14,900 13,553 13,262
48 Other . 0L 1,592 946 1,576 1,799 1,735 1,981 1,540 1,547 1,781 1,527
Mi Mo
49 Negotble tnne certiicates ol deposit i custody for
foreymers 9,111 17,567 17,845 16,7-H 17,651 11,938 12,158 10,129 10,409 9,915

I Reporting banks melude all types of depositony institations as weld as some brokers and
dealers, tachides bonds and notes of matunties longer tha one yeu

2 bxeludes negotiable tne centific ates ot depasit, whicl ae weluded i " Other segotsa
ble and teadily ansferable mstroments,”

1 Includes hortow g under reprchase ageements

G bor UK, banks, includes amounts owed 1o own torergn branches and foteign subsidun -
1es consolidied - quattedly Consoltdated Repotts of Combhtion fied with hank regulatory
agencres, Foragencies, anches, and majonty-owned subsidianes of forerpn banks, consists
principally ol amouns owed 1o the head office o parent fareipn bank, i o foicign
branches, apencies, o wholly owned subsidiaties of the head olhce o1 paent toreign bank

5 bmnancal clanms on residents of the Uated States, other than fong, tetn secunties, held
by or thiough tepotting banks (or toreym costomets.

6 Inchudes nonmarketable cettificates of indebtedness and Treastry bills tssued 1o offictal
wstitations of foreign countues

7T Pinapally bankess acceptances, commueicial papet, and negonable fime catiheates ot
deposit.

¥ Pinapally the International Bank for Reconsnuction and Development, the Inter-
Amcncan Development Bank, and the Asian Development Bank  Lixcludes “holdmgs of
dollars™ ot the Inteinattonal Monetary Fand.

9. froregn centrad Danks, foreign cenfial govennnents, and the Bank for Infemational
Settlements

10, Excludes central banks, which ae ineluded in “Oflicial mstitations.”
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317 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'  Continued
1998
Item 1992 vy 1994 —
Ma A May Junie July Aug. Sept.?
ARBA
50 Total, all foreigners. . 810,259 926,793 | LO17,047 | 1,031,278 | 4,037,624 [ 1,041,439 | 1,057,308 | 1,059,317 | 1,075,124 | 1,070,861
51 Foreign countries . . . L 800,909 915,857 | LOO8441 | 1,022,005 | £,0289¢4 [ 1,032,863 | 1,047,525 | 1,047,362 | 1,065,161 | 1,058,491
52 Fuope . AP e e 07,670 378,107 3092931 J8E IS0 308,495 177,487 374,702 377,555 376,437 Jotd06
5V Ausnia. . Loll 1,917 3,649 4,012 4,030 3961 3,854 3923 3869 5,221
54 Belgiunt and L uumlmm; 204567 28,0670 21978 23,042 25,734 21,078 24,793 24,390 24,035
S5 Denmk ..o L 3,060 4,517 2,184 2,396 2811 2,432 2,131 2,408 2,476
9 Finland. ... ... Lo 1,200 1,872 1,436 1,222 1,708 1,455 2,390 2,270 1,972
87T banee oo 41,411 40,3160 45,207 41,447 40,976 45,034 42,870 43,307 38,004
S8 Gennany | 18,030 20,085 27,190 28,285 31,968 14,342 13,700 31,252 31,385
59 Greeee oo 0 Lo L u13 1519 1,393 2,264 2,160 2,351 2,297 2,384 2105
60 daly.......o0 oo 10,041 11,759 10,882 8,080 9,810 10,371 10,218 10,811 8,915
61 Nethetlands o000 000 L o 7,365 16,096 15971 15,784 14,622 11,449 11,743 10,685 13,106
62 Noiway 3314 2,966 2,338 2,000 1,289 1,308 L1y 2,087 1LOE
63 Portugal 2,465 3,360 2,840 2,810 2,855 2,674 3,164 2932 1,042
64 Russia ., 577 2,511 2,714 3,409 7042 Ay 0313 7,205 6,367
05 Spam 9,793 20493 14,055 11,675 9,780 10,532 9,089 9,962 10,050
66 Sweden 2951 2,738 1,093 2474 1,437 RE YA 2,187 2,870 1,143
67 Switzealand . 39,440 11,501 41881 39,355 1,084 47,243 42,192 41,044 41,375
o8 T 2,660 3,227 3,341 2517 3,187 3,258 2,972 3,522 31,935
[ 111,805 133,993 163,708 160,162 151,052 141,110 151,339 15,779 t40,014
70 Yul,n»l.wm ,,,,,,,,,,, 504 570 245 210 220 220 214 146 215
71 Othet B lIl()])( .lml nlhu fornwey ll S \ R P 29,250 33,331 27,760 28,478 26,136 26,791 25,349 24,811 23,588 21,915
T2 Capada. .. oo 22,420 20,245 24,627 27,035 28,503 27,716 29,451 28,888 28,280 28,750
73 Latm Americi and Canbbean . 0 oL 317,228 362,161 422,781 422 812 431,632 429,741 444,638 435,028 446,797 ERRRAE
74 Argentia, . 9477 14,477 17,199 9,978 10,154 10,210 {0,806 12,330 11,473 14114
750 Babamas oo 00 L L 82,284 73,800 103,684 100,400 97,304 92,324 97,244 88,580 95,793 92,500
60 Bemwadw . 0L 7.079 8417 R 467 9,044 8,955 8,017 7,150 0,907 0,600 0,051
U1 Buasit. L e e 5,584 5,301 9,140 10,860 13,114 15,503 18,242 21,224 20,734 27,580
78 Brutish West Indie . .. 153,033 193,649 229,620 236,331 244,233 242,895 252,372 245,018 244,220 244,013
79 Chile ... 00 0 Lo 3,035 3,183 L1114 3,987 3,440 2911 1,304 2,661 2,876 2,089
8¢ Colombi; 4,580 3,17 4, 57‘) 3,044 3,598 4()1 3273 3,429 1,340 3,254
B Cubao,ooo o 3 1A 5 4 5 5 3 <4
82 heuador. 993 880 87 § 1,117 1,054 1,04 lh 1,179 III8 1,160 1,130
83 Guatemali . 1,477 1,207 1,121 1,062 1,004 1,06y 128 1099 1,121 1,190
B Jamaica oo o0 00 L0 71 410 529 491 422 542 449 420 4id 484
85 Mexwo...ooo L 1454 28,018 12,244 15,750 17,246 18,174 19,172 20,977 22,091 22,041
80 NLIIILIldII(l\ /\ulll]u 5,205 4,080 4,530 4,013 4,076 6,001 4,620 0,060 AT70 5014
87 Panama .. 4,177 1,582 4,542 4,361 4816 4,881 4.297 4,624 4,981 4,001
88 Pen 1,080 926 899 893 9] 1,004 996 943 1,027 90K
89 lwpuay . o0 1,955 1ol1] 1.594 1,754 1930 2091 2.029 1951 1,935 1.837
90 Venesucla . 11,387 12,780 13,975 12,032 12,122 12,041 11187 11,419 [RRE3 11,905
O Other . L L0 L 6,154 6,324 6,058 0,890 7,131 0,964 774 6,845 077 6,771
92 Asit . L L (43,540 114,529 155,550 178,417 187,034 186,272 188.284 192,175 199,520 222897
China
93 People’s Repubhc ol Chia ., 1,202 HOEL 10,066 12,017 12,138 9,454 10.579 11,908 13,208 22273
04 Repoblic of Chioa (Taiwan), ... 8,408 10,6271 0,826 10,021 9,630 9,137 9.7:40) 9,152 9819 10,229
95 Hong Kung ................. 18,4949 t/,132 17,087 19,888 20,069 22,090 23031 25,124 21,838
96 Indi. . 1,199 L4 2,338 2,354 2,194 £,939 2,104 2,209 2912
97 In(lnnmm. . 1,480 1,980 1,587 2007 1,696 2,331 2,115 1,962 2,302
98 Istael 3773 1435 5,155 5,003 5411 5,320 4.570 4,590 4.204
99 Japan o 58,435 O1,460 61,259 17840 Rd,761 83,174 83.348 85,801 104,247
100 Koica (Sml(h) 3337 4913 5,124 4,374 4,700 5,030 4982 5,001 5438
101 l ]\ Lippines. . 2,275 2035 2,714 2,297 2,257 2,701 2538 2,652 2,785
102 hakend, oo . 5,582 6,137 0,400 9,504 10,416 11,582 11,497 11,239 L7198
13 Muklk Lastern ol L\pUHlHL Countries'! 2,437 15,824 15,475 15516 15,730 15,612 16,865 16,408 15,773 16,885
W04 Other .o 0 15,713 14,849 15,459 17,430 18,572 17,288 16915 15943 19,029 17,920
105 Aliean ..o 0 P o Co 5,884 0,633 6,511 0317 6,583 0,707 67719 6,962 6,983 1,027
106 Bpypt.. 2472 2,208 1,867 1,781 2,102 2,045 2,143 1,840 1,924 2,124
107 Mowocco . 16 99 97 10 [{¢] 72 90 04 87 ™
108 South Afuea . oooooo00 00 Lo 190 45t 433 700 401 AR 594 1,000 144 408
109 19 12 9 9 12 10 18 (3 15 9
140 Xporhing munlm\ I 1,346 1,303 1,343 1,399 1,328 1,302 1418 1,364 1,666 1,791
1l Other ..o e 1,781 2,500 2,762 2,052 2,674 2,739 2516 2,051 2,547 2,550
TE2 Other ..o oo0 o0 4,107 4,192 6,035 5,784 6,007 5,040 RKY2I 0,154 7,132 5,598
L3 Austialia . e e 3,043 3,308 5,141 5,024 912 4,255 2,944 5,472 5458 4,776
LI O 1,124 884 894 760 1,095 785 727 682 1,674 %17
115 Nonmonetary anternational and regional orgamzations 9,350 1,936 8,606 9,263 8,710 8,576 9776 11,955 9963 12,470
116 Intemational 7434 6,851 7,537 8,002 71473 6,597 8,124 10,260 7918 10,638
7 Latin /\lllLllelll u;mu‘ﬂ' ' LALS 1218 613 376 666 1,067 804 834 1,039 876
18 Other regional SOt 867 456 95 871 917 K48 855 1,006 K50
11, Smee December 1992, has excluded Bosna, Croata, and Sloventa 15, Prcipally the futernational Bank for Reconstiuction and Development,  bxcludes
120 Includes the Rank for Interational - Settlements, Since December 1992, has “holdings of dollas” ol the International Monetuy Fund

mcluded all parts ot the farmer US SR (except Russia), and Bosnia, Croatia, and Slovenna,
13, Comprises Bahoam, taan, Dag, Kawat, Oman, Qatar, Saudi Arabia, and Hinted Asab
Envrates (Tracal States).
4. Comprises Algersa, Gabon, Libya, and Nigeria,

16, Principally the Inter-Anertcan Development Bank.
17, Asian, Afiican, Middle Basten, and European regional onganizations, except the Bank
for International Setttenients, which is nchuded m *Other Eatope ™
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3.18  BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States!
Payable in U.S. Dollars

Millions of dollais, end of petiod

1995
Atea ot country 1992 1593 1994
Mau. A, May June July Aug. Sept?
I “Total, all foreigners. . e . . 499,437 446,250 483,372 491,402 480,697 483,947 519,489 | 506,828' 518,658 512,91
2 Foreign countries .. . oo e e e | 494,385 483,845 478,781 487,668 477,760 482,337 516,856 505,511 517,241 509,564
3 lwope oo L e 123,377 122,823 124,609 127,193 122,538 123,304 128,932 125,948 126,587 115,332
4 Austin 4 413 692 589 401 756 581 ol6 085 670
5 Belgmun and Luxembowg 6,404 6,532 6,737 7424 8,505 8,052 5,148 8,063 8,249 7,050
6 Denmak ... 07 82 1030 723 549 508 599 443 428 41}
7 Lmiand . 1,418 594 691 564 700 431 394 967 1,001 1,221
8 lhance .. . 14,723 11,822 12,767 13,480 13,132 14,083 15,362 15,419 15,192 13,920
O Germany ... 4,222 7722 6,732 7.097 7,156 6,644 7,986 6,272 7827 7.797
Y CGhaeece .. .. e 77 (8,141 592 otl 560 447 442 445 393 388
I Ialy . . 9,047 ¥,836 6,041 6,390 6,200 6,219 0,734 6,066 5,746 5,910
12 Netherlands 2,468 3,063 2957 3,182 1.551 5,098 4,356 4,478 4,354 4,696
I3 Nowway . . .. . . . ... e . . 155 306 504 1,442 1,295 1,382 1,019 1,206 1,047 1,392
4 Portagdl ..o e . 325 834 938 907 915 990 1,208 987 916 980
15 Russia . R 3,147 2,310 949 770 0657 SH 508 495 504 421
o Spain ..o 2,755 2,800 1,529 3,066 2,076 2,138 3,505 3,620 3,480 3,519
17 Sweden . S e e 4,924 4,252 4,096 3,304 3,522 3,319 2,939 3,557 2819 2,676
18 Switzerthand L. e e e LA 6,603 7492 7.854 7,398 7,631 10,290 7519 7,361 1183
Y Tuthey . NN . N P 062 1,301 874 690 80 722 713 728 764 802
200 United Kmgdom ..o oo o L 63,430 61,963 66,55% 67,724 03,642 62,218 05,790 63,746 64,479 54,277
21 Yugoslavial . 569 536 265 247 247 248 229 230 230 234
22 Other Lutope and other former LSS, 2,187 1,784 1,165 1,033 1,153 1,047 1,069 1,068 1112 1717
23 Camadlav oo e 13,845 18,543 18,150 20,302 17,482 20,553 19,715 18,870 17,266 18,419
24 Latm Amenca and Cantbbean . . . . e 218,078 223,097 222,541 224955 224,901 223,659 243,232 237.824' 248,907 249,100
25 Argentina S 4,958 4,473 5834 6,297 6,178 6,352 6,596 0,255 0,164 6,118
26 Bahamas .. ... 60,835 63,296 66,096 65,458 64,352 62,297 03,287 59,4460' 60,421 62,409
27 Bemmuda | e e 5,935 8,532 K341 8,804 11,843 10,884 8,549 6,373 8,914 6,295
W Bl oo . e e 10, /73 11.845 9,579 10871 10,896 11,192 11,522 12,528 12,974 13,081
29 Buitish West Tilies e 101,507 98,708 95,6009 96,422 94,155 05,284 113,870 113,951 117,416 119,208
00 Clle ..o o o . 3,397 3,619 3,794 4,348 4,247 3,867 4316 4,245 4,642 4,430
31 Colombin ..o oo o . 2,750 3179 4,003 3943 3,928 4,034 4,032 4,182 4273 4,355
32 Cuba 4] 0 0 0 0 0 4] 0 0 0
33 Ecuadot 884 680 680 567 505 663 67 767 724 782
A Guatemala 262 288 306 379 159 353 REZ 340) 350 361
35 Jumca ... BN 162 195 25% 275 202 258 264 277 290 287
36 Mexko N .. 14,991 15,743 17,721 17,187 17,182 17,375 17,271 17,146 16,827 16,466
37 Netherlands Amtilles . L .. P . 1,379 2,682 1,055 1,187 [,33% 1,778 2,881 2,730 6,314 5,602
38 Panama . 4,054 2,893 2,179 2470 2,507 2433 2,500 2,512 2,494 2,504
39 Pen oL, 730 656 996 1,096 (NS4 1.095 1,359 1,332 1,366 t46l
40 Urugoay 936 RIS 503 355 166 398 37 424 424 RLY)
41 Veneruela .. . 2,525 2,907 1,828 1,649 1,679 1,662 1,608 1,647 1,601 457
T N 1,400 3,362 3,659 3,607 3,933 3,734 3,077 3,669 3,683 1,801
A3 AN Lo e L3789 L1705 107,337 109,512 106,749 HOR, 780 118,697 117,198 L8, 139 121,204
Chma
A4 People’s Republic of China . . A 906 2,271 {36 841 98 879 [143 1,206 1163 1,445
45 Republic ot Cluma (Taiwany 2,040 2,623 1,444 1,549 1,534 1519 1,794 Lot} 1,600 1,558
46 Hong Kong . . NN . 9,642 11,826 9,154 14,396 11,602 12,069 14,894 14,7753 14,493 15,044
Y hudia . e . . 529 5849 994 1,040 1,139 1,126 1,210 1,732 £.003 1,044
48 Indonesia . . . . . 1,189 1,527 1470 1,513 1,463 1,427 1,443 1,516 Loty 1,569
49 dstack oo B 820 820 O8R 8t 683 783 949 748 099 7t
500 Japan . . o B Co . 79,172 60,029 59,428 S5,0602 55,191 58,475 61,039 61,268 063,286 63,007
51 Kotea (South) ... ... . e 6,179 7.539 10,286 12,303 (1,953 12,263 12,617 13,142 12,844 13,121
52 Philppmes . . 2,145 1,409 660 550 496 532 916 500 021 747
53 Thailand . e 1,867 2,170 2,902 2,778 2,757 2,755 2,088 2,670 2,594 2,594
54 Middle Eastern oil-exporting countiiey PN 18,540 (5,113 13,741 13,069 13,292 11,643 12,569 £1,946 11,401 11,721
55 Other oo e e 8,754 0,843 5,732 5,060 5,059 5,307 7435 5708 5,967 6,273
S6 Afvuea . oo L . . 4,279 3,857 3015 2875 2,741 2,751 2919 2,007 2,838 2,700
87 Hpypt 186 (96 225 205 181 237 204 193 194 202
58 Moraceo Gl 481 4249 424 440 454 086 645 033 047
59 South Atnca 1,04t 633 671 44 584 579 561 531 544 449
O Zane ... L. 4 4 2 2 2 2 2 7 2 9
ol Oil-exporling: count 1,002 i.129 842 731 T 658 0657 659 614 620
62 Other e e e 1414 846 R69 834 K21 807 872 831 773
63 Other 2,860 3,129 2831 3,349 3,200 3,361 2,764 3,454 3,119
O Austialia 2,037 2,186 1,723 1,768 1,877 1,999 2,072 2,072 2,612
65 Other .. ... 824 943 1108 1,581 1,413 1,362 692 1,382 1,147
66 Nonmonetay international and regronal orgamzations? . 2,405 4,591 3,734 2,937 1,610 2,633 £.317 1,417 2,827
1. Repotting banks metude all types of depository institations as well as some brokers suxd 4 Comprases Bahram, [ran, hag, Kewait, Onun, Qatar, Saudi Avabia, and United Arab
dealers, Eannates {Trucial States)
2. Since Decembier 1992, has excluded Bostia, Croatia, and Slovenia 5. Comprses Algeria, Gabon, Eabya, and Nigenta
3. Includes the Bank for International Settiements Since December 1992, has hucluded atl 6. Lixcludes the Bank tor Intetnational Setttements, which is meluded m " Other Europe.”

patts of the formier USSR (eacept Russta), and Bosta, Croatia, ad Slovenea,



319 BANKS® OWN AND DOMESTIC CUSTOMERS” CLAIMS ON FOREIGNERS

Payable in U.S. Dollas

Miullions of dollars, eod of penod

Bank-Reported Data - ASY

Reported by Banks in the United States'!

Type of claun

I 1
2 Baoks' clams Lo .

4 Foregn public borowers
4 Own toren oflices’

S Unaflifusted foregn banks
O Deposuts .
G Other . .

8 All other toreigners

9 Clans of hanks” domestic customers®

10 Deposits .00 L e e

N Negotrable and scadily transterable
shiments? C

12 Ouistanding collections and other
claims L.

Mt MO

13 Customer hability on aweeplances

-t Dollar deposits 1 banks abroad, iepotted by
nonbankog busmess emerprses e
Untted States™. L

1992

559,495

199,438/
31,367
08991
19,547
61,550
47,792
RVAY

00,098
15452

A

£3,132

K00

8073

560,040

480,250
29,004
284,270
100,164
49 186
50,083
72807

73,190
31,091

25819

13,680

1993

7,846

29,287

1991 —
M
580,496 593,011
483,472 491,402
23,470 23,700
2R 143 292,092
111494 115,406
S9, 4442 53,488
52,352 51,921
06,205 70,182
97,124 101,609
56,0:49 56,584
27,188 HL6S
13,287 14,460
K377 848
32,004 15,259

480,697
22,193
282,381
104,88 3
Sdvra
490113
/1,238

20,429

483,947
19,075
285,844
104,005
SLast
52,551
/5,024

RO Y]

1995
June! July' Aup.
625,934
519,489 06,828 518,058
24772 w716 21,423
100,564 292,026 205,909
2162 14309 H A5/
8,584 50450 57,386
93,579 53851 84,071
82,991 8T 89,749
106,445
38,920
H,59)
10,128
8,500
N
15,400 34,221 35,134

512,391
22,291
296,540
106,088
9,970
56,718
R6,800

I Por banks” clauns, data e monthly, Tor claims of banks’ domestic customers, data e

for quanter ending with month ichicated

Reporting banks melude all types ol deposttory msttuton as well as some biokers and

deaters,

2. For US, banks, ncludes amounts due tron ow forerpn branches and torergn subsidun-
1es consolidated mquarterty Consolidated Reports of Condition filed with Isank aegalatory
agencies, For agencies, branches, and nagonty-owned subsichaties of fareign banks, consists

320 BANKS® OWN CLAIMS ON UNAFEILIATED FOREIGNERS

Payable in ULS. Dollars

Miilions of dollis, end of period

Reported by Banks in the United States!

pincipally of amounts due from the bead oflice o patent foreign baok, and hom foreign
branches, agencies, or wholly owned subsicdhacies ol the head oftice or patent toreign bank

3 Assets hield by reporting hanks o the aceounts of then domestie castoniets,

4. Papepally negotiable e cerhlicales of deposit, banhers aceeptances, and commercal
apet.

S hucdudes demand and tine deposits and negotiable and nonnepotiahle: certificates ol
deposit denontmated m LS, dollars ivsued by banks abroad.,

1994 199~
Matwtity, by bonower and aea 199! 2 1994 — - —— 7 T --- - - -
Sept B Mt Tune
I Total .. 195,302 195,119 200,61 196,600 201,017 198,959 217954
By boriowes
2 Mty of o year on Joess ... 162,573 103,329 171,780 169,768 {75,129 170,980 189,651
3 Forcign public bonowess o0 Lo 21,050 17813 17,163 17,308 15,557 t5,749 154016
4 Al other loreigners . 141,523 145512 151,023 152,401 159 K72 154,831 173,733
S Matunty of more than one yea 327129 3,94 29,825 20,841 25,688 28,379 IR 03
6 torergn public botowers 15859 13,2060 10,880 Tld 1,670 7,089 1,020
T All other foreigners 10,870 18,528 18,945 19,417 18,018 20,690 KUK
By area
Muatwity ol one ycar o less
8 hwmope . o s 51,835 33,300 51,392 59,8013 58,188 54,389 60,9/%
9 Canada . . . oA 6,091 7,073 1,304 7,360 1At 8,210
10 Laim Amerwa and Canbbean, 43597 30,376 39,6849 R WERY o148 63,803 70,441
TE A 51,059 45,709 41,49 11,080 40,080 8,213 44327
120 Afnea 0oL 2,544 1,784 1,820 1,530 1371 1,023 1443
13 Al other ', o 7,089 6,065 3,793 AN 6,300 5,935 1607
Matunity ot wmore thas one yen
14 Funope . . 3LR/8 5307 5276 038 3865 4406 3,700
I Canada. .. . L .. 3,595 34,287 2,558 2,681 24495 1,996 5,084
16 [ atin Amenea aid Cunibbean . 18,277 15,412 14,007 [RAPS 12,230 14,003 14116
7 A oo 1439 5038 5,600 5,093 RNAT 5218 Se91
1 Afta.. oo 00 Lo 2,335 2,380 1,936 1,840 1.593 1,992 1,372
19 All othet? 185 410 448 463 Rl Ry 540
1. Reportug banks melude alf types of depository mstitutions as well as sone brokers and 2 Matwty 1s tne emaiinmg untll matunty

dealers

3. iicludes nommonetary mternational and epronal organzations,



A60 International Statistics L1 January 1996

321 CLAIMS ON FOREIGN COUNTRIES Held by U.S. and Foreign Offices of U.S. Bunks'

Billions of doltars, end of period

1993 1994 1995
Atca o1 country 1yut 1992
June Sept. Dec. Mar. June Sept. Dec, M. June
1 Total. . ... e C e e e e 3435 3447 376.3 387.4 405.2 476.4" | 485.6' 485.2' 496.7' 537.6" | 523.3
2 G-10 countries and Swatzerland PN o137 131.3° 149.0 1520 l6t.6 180.3" 174.9° 191.7' 2070 199.2'
3 Belgium and Luxembowg. ... ..., . e 0 5.6 7.0 7.1 7.4 800 8.6 7.0 8.3 73
4 trance. ... e RPN 1.3 153 14.0 12.3 12.0 16.6 19.1 19.7 20.t 19.3
S Germany. 83 91 10.7 122 12.0 299 250" 218 04 29.1
G Ttaly | o R 6.5 7.4 87 7.6 156 t4.0 {8 (0.6 107
7 Netherlands . 0 2% 37 3.7 47 4.1 3.6 L6 3.0 4.3
8 Sweden........ .. 19 2.3 25 2.5 2.7 29 3.0 2 i1 3.0
9 Swizerland . 3.4 4.8 4.7 5.6 59 03 0.5 6.9 0.2 6.1
10 United Kingdon . . 8.4 97 729 739 4.2 69.5' 646! RS .5° 89.§' 86§
I Canada ..o . 5.8 0.3 80 9.7 6.8 7 9.7 9.7 10.6 108
120 Jupan oo 222 I18.8 176 16.4 17.6 19.6' 207 210 24.5 221
13 Other industrialized countuies ... ... ... B e 22.8 24.0 272 260 24.6 41.2' 4l 4o 452 439 43.2'
14 Austria . 0 1.2 1.3 O 4 L0 1.0 1o [ 9 N
15 Denmn 9 9 1.0 11 Lo Ll L1 9 1.2 16 ht
16 Finland 7 N 9 i) 4 1.0 K 8 1.0 1t S
17 Greeee .. 2.0 3.0 kA 3.2 3.2 kR 460 4.3 45 4.9 5.0
18 Noiway. . 1.4 1.2 1.8 21 1.7 16 1.6 1.6 2.0 2.4 L8
19 ['()llug,dl KQ) 4 9 1.0 8 1.2 1.1 1o 1.2 1.0 1.2
83 89 10.5 9.3 8.9 123 1.7 13.1 13.0 14.1 133"
L4 13 PA] 2.4 21 2.4 2.4 1.8 1.6 1.4 1.4
1.8 1.7 17 22 2.0 3.0 2.8 10 27 2.5 2.6
1.9 1.7 1.3 12 11 1.2 1.2 1.2 1.0 1.4 1.4
27 29 25 28 23 127 137 15.0 154 12.6 14.3
145 15.8 15.7 14,8 17.4 229 21.0 206 238 19.5 203
7 6 O 5 S 5 A 4 5 7
5.4 5.2 5.5 5.4 il 4.7 4.4 19 1.7 35 1.5
5 BN . e Cee 2.7 27 31 24 R 14 3.2 33 38 4.0 4.4
29 Middie Fast counties ... ... Lo . . P 4.2 6.2 5.4 4.9 74 13.2 12,4 13.0 150! 10.7 11.4
30 Abdean countiies .. L, e . 1.5 1.1 I Ll 1.2 | L 1o 9 7 6
A0 Non-OPEC developmg comnties L P 643 72.6 769 77.4 82.9 94.1' 94.5" 2y 95.9" 984 1045
Latin Americu
32 Argeatina. ... 4.8 66 6.0 7.2 77 8.7 9.9' 10,5 1.2 11.4 12.3
33 Branl ... . . 6 108 12.3 7 120 12.7 120 913 8.4 0.2 10.0
34 Chile.... . P NI 36 44 4.0 4.7 4.7 5.1 5.1 5.4 6.1 6.3 7.0
35 Colombin. ... ... e e e 1.7 Ly 1.9 2.0 2t 22 2.4 2.4 2.6 2.6 2.6
36 Mexico. . 15.5 160 168 17.5 176 18.8 18.4 9.6 18.4 178 17.6
17 Penn . e e e . A 4 A 4 0 6 O 5 6 8
R Other oo e e e e 21 2.0 2.7 27 i1 2.8 27 2.8 27 24 2.6
Asta
China
39 People’s Republic of China 3 7 1.6 S 2.0 8 8 10 11 1 b
40 Repubtic of China (Twmwan) P 4.1 52 59 64 7.3 76 71 6.9 4.2 8.5 9.4
4 India. L. G 30 32 3.1 2.9 3.2 3.4' 37 30 4.2 18 4.0
42 Iswael . . A 4 4 4 .5 4 4 4 4 .0 0
43 Korea (Suulh) 6.8 66 6.9 65 6.7 1.1 14.3 144 (6.2 6. 8.7
44 Malaysia .. 23 3.4 37 41 4.4 52 5.2 10! 31 39 41
45 Phiippues . RN 36 29 2.6 kN 34 3.2 29 3.3 1.0 3.0
46 Thailand . ... Lo oo o s 17 22 24 2.8 3.1 3.0 34 35 21 33 RE
47 Other Asia 24 a 29 34 3.1 RN 3.2 34 4.7 EXS 3.5
Africa
S8 Bgypt.. L oL L e e 4 2 2 4 4 s 3 3 4
49 Moroceo. .. . e 6 6 ) N 7 G O 9
S0 Zaire, e 0 Kt 0 (1} (4] 0 ( 0 (O 0 0
51 Other Aftcal . 1.0 9 10 9 6
52 Lastern Buwope N 24 KNS 2 R4S 34 34 34 0 27 2.3 (&
53 Rusad ...l 9 1.9 19 17 1o 1.5 12 11 X .6 4
54 Yugoslavia® .o L e 9 6 0 6 [} 5 5 5 5 4 j
55 Other . . . PR - . N 6 8 N 9 1.4 Lb [N ta 1.2' Lo
560 Oftshare baaking centers e e e e 538 581" 38.0 679 7241 78.0* 799 76.3 705 84.4 830
57 Bahamas..o..oooooooooon . . T TN 0.9 74 127 0.8 13.4' 130 134 0.0 12.6 1.9
58 Ruunml.\ ....... o 23 62 4.5 585 8.6 8.9 65 60 L 87 8.5
59 Cayman Islands and other British West Tndies . ... ... s 155 21.5 15.6 15.1 17.4 17.5' 235 211 198 19.3 23.3
o) Nethertands Anulles ... 12 l.1 25 28 2.0 35 2.5 17 1.0 9 2.5
Gl Panana® (3 (] 2.1 2.1 24 2.0 19 1.9 1.3 It 1.3
02 Lebanon. ... A .1 l .1 1 A l ! A A A
63 Houg Kong, | 143 13.9 169 [RA] 187 197 218 20.% 199 22.4' 230
04 Slngusmu‘ ..... 71 6.5 9.3 10.4 1.2 13.0 10.6 1% 10.1 192 16.4
65 Other 1} [ Rt 0 A .0 0 0 1 Kt Kt
60 Muiscellancous and wnallocated® ... P 479 9.7 40.1 4602 434 55.9 069.7 658 606 82.0 7210
1. The banking offices covered by these data inelude U8 othees and foreign branches of 2, Organtzation ot Petroleum Exporting Countties, shown mdividually; other members ot
US banks, mcluding U.S, banks that ate subsidianes ot toreign banks Oflices not covered OPEC (Algena, Gabon, han, Lag, Kuwait, Libya, Nigerta, Qatar, Saudi Arabia, and United
uclude U'S, agencies and branches of loreign banks, Beginnmg Manch 1994, the \l.lm wiclude Arab Emirates); and Bahoa and Oman (not formally members ot OPEC).
large totergn subsidianies of 1. banks. The data also include other types of US, depository 3. Excludes Liberia, Begmnmg Mach 1994 includes Nanubia,
nstetations as well as some types of brokers and dealers To eliminate «Iuphullmn the data 4. As of December 1992, excludes other tepublics of the fonmer Soviet Union
are adiusted to exclude the claoms on fmegn branches held by a U8, ofice o1 another toreign 5 As ol December 1992, excludes Croatia, Bostita and Hercepovinia, and Slovenia
branch of the same bankmg institution, 6. Includes Canal Zone.
Lhese data are o agross clanns bases and do not aecessatly reltect the ultinite country 7. Foteign branch claums only.
sk or exposure of US. hanks Mote complete data on the coantry 1isk exposure of US - banks 8. Includes New Zealand, Libersa, and intetnational and regronal ongamzations

ate available in the quaterly Country Exposine Lending Sutvey published by the Fedetal
Fiancial Institutions Exammation Couneil.



Nonbank-Reported Data - A6
3.22 LIABHLITIES TO UNAFFILIATED FOREBIGNERS Reported by Nonbanking Business Boterprises in
the United States
Mitlions of dollars, end ol pariod
10U 1995
Lype of liababity, and aca or country 1991 1942 [ A T e I R - - T
Miu, June Sept Dec M, June?
R S R S N S S -
Photal o000 0 L Lo 44,708 45,511 50,330 52,102 55,350 S7,19 54,586 51,092 50,565
2 Payable v doltars ... . oo 39,029 v7,456 38,728 18,54 % 42946 42,712 34,651 37,204 35,635
3 Payable m foreigt ctiiencies o000 oo 5679 8,059 11,602 11,559 12,444 Lh4rs 14,938 13888 14,930
By tvpe
4 Financial halnliies L0000 0 oo 22,518 23,841 28,0589 30,485 33,245 35,871 12852 29752 28,832
5 Payable mdollins ... . . L 18,104 16,960 18,545 18,930 22819 23,262 19,792 17,645 15,876
6 Payable i torcign cunencies .. L 4,414 6,881 10,414 11,555 10,426 12,609 13,060 12,107 12,956
7 Commercwl labilites 00 o 22,190 21,670 20,371 21,617 22,1038 200 21,734 21,340 21,733
8 Tade payables ..o 0 oo 0 Lo 9,252 9,566 8,802 8979 0911 9,550 10,005 9.90% 10,558
9 Advanee tecepts and other fabtwes . 12,938 12,104 12,569 12,638 12,194 11,769 11,729 11,432 11,175
10 Payable n dollus . 20,925 20,496 20,1813 19,613 20,11/ 149,450 19,8549 19,559 19,759
11 Payable m forewgn cunencies 0 o oL 1,265 [,174 1,188 2,004 988 K09 1875 1,781 1,074
By area o1 couniry
Finaneial habilities
12 Ewope .......... ... 12,003 13,387 18,810 20,582 23,689 23813 20,870 16,804 17,087
13 Belgium and 1. uxunhmn; ............. 216 i 175 529 524 661 Al 612 778
14 France .. o000 0 Lo 2,106 1,623 2,539 2,600 1,590 2,241 1727 2,046 I11al
15 Geamany ..., 082 X8O Y75 1,214 939 1,407 1,961 1,755 1,589
16 Netherlands .. 1,056 606 534 61 534 048 552 0633 530
17 Switzerland 408 569 034 1,200 63l 03 [ 8R3 1,56
18 United Kingdom ..., 0,528 8,010 13,332 13,865 18,255 16,848 11709 10,025 1,133
19 Canada . oo o000 0 e 292 S44 859 S08 698 618 629 1,817 894
200 Latin Amenca and Caribbean . o0 o0 4,784 1,053 3,359 4,554 3,125 3,130 3,021 3,024 2808
24 Bahamas .. .. . 537 379 1,148 1,158 1,052 1112 926 931 851
22 Betmuda . 0 o000 oo 114 114 Q 120 s 15 80 149 138
24 Brasnl L H 19 18 18 18 v 207 S8 5%
24 Brtsh West Tndics oo oo 3,524 2,850 1,534 1,613 1,297 i34 1,160 1231 1,048
25 Mexico .. ... 7l 12 7 14 i s 0 10 3
26 Venesucln . 0 o000 ) [ 5 b 5 h 5 N 4
27 Asia oo 5,381 5,818 5,089 5,650 5,094 8,149 8,147 791 7,720
28 Japanr . 4,116 4,750 4,620 4,638 4,760 0,947 74013 6,890 6,791
20 Madedle 13 1y 23 24 24 31 is 27 25
A0 Alea oL 0 O 133 133 9 133 35 156 151
31 Ojl-exporting, u)unlnu ........ 4 0 23 124 0 t23 123 122 122
320 Allothes® ©ooo o 52 13 109 58 0 19 50 40 42
Commercial habdities
33 Bwope .. oo e e e 8701 7,398 6,827 6,553 6,919 6,806 0,835 0%812 6,964
34 Relgium aid 1 uxunlmmp P 248 298 239 263 254 287 241 271 288
35 France e 1,039 0 655 554 2 742 700 692 SK1
36 Genmany 1,052 729 084 577 670 552 {4 504 575
37 Netherlads .. 710 535 688 628 649 67 722 514 476
38 Switeerland .0 o0 o 578 350 375 K8 471 391 327 329 434
39 Goited Kingdom ... . o000 00 o 2,297 2,508 2,039 2,142 2,300 2,350 2444 2,848 2,902
40 Canadiv oo o0 e e e FOI 1,002 R79 1,039 LO70 106N 1,087 1,198 1,107
41 Latmy America and Caibbean o000 1,355 1,533 1,658 1,900 2,000 1,78 % 1,857 1,384 1.856
42 Halumas 3 3 21 R 2 0 19 ¥ 3
43 Bermuda A0 307 350 493 418 200 145 265 401
44 Buasil . e e 210 200 214 20 215 147 161 w7 18
45 Butish West ]n(hm . 107 kAl 2 20 24 33 23 29 12
46 Mexico RIY) 457 481 554 703 672 574 362 428
47 Veneruela ... 04 142 123 147 192 189 276 273 204
A48 Asin oo L 9,334 10,594 10,980 10,927 1,968 10,501 11,058 10,937 10,874
49 Japan o0 0 3,721 3,012 4,314 4,617 4,389 4,245 4,801 4,785 4,350
S0 Middle Fastern o Lx[)l)llll)‘L countnest. L 1,498 1,884 1,534 1,534 1,834 1,680 1,603 1,800 1,810
51 Aftca oo R 715 968 453 478 S10 408 428 401 482
52 Qil-exportnig countries 227 309 167 1944 241 264 256 24k 252
S3 Other'. ..o LO71 RIA 574 70 0y 633 519 541 450

1. Comprises Bahiam, an, lag, Kowait, Oman, Qatar, Saudi Arabia, and United Ajab

Emrates (Tiuciat States).

2. Compimes Algena, Gabon, Libyi, and Nigerga,

3, ncludes nonmonetiny international and yegional onganizations.



A62
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323  CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in

the United States

Millions ot dollars, end of period

1994 1995
Type ol claing, and aea o1 country 1991 1492 1993
M June Sept. Dec. M, June
Plotal ... L L0 L 45,202 45,073 44,881 50,716 49,513 51,406 56,743 52,177 57,666
2 Payable indolls L ooooooo0 0 L0 o 42,564 42,281 44,883 46,590 45,018 47,065 52,690 47878 53,285
3 Payable m toieign curencies o000 oL oo 2,608 279 3,998 4,420 4,495 4,544 4,053 4,299 4,381
By type
4 Fiancal claims ..o 27,882 20,509 27,528 20,379 27,337 28,930 12,876 28,051 33,574
5 Depostts ... 20,080 17,695 15,681 16,404 15,842 16,764 18,720 17,218 22,149
[ Payable in dollais .. 19,080 16,872 15,146 15,847 15,203 16,153 18,245 16,600 21,477
1 Payuble n foreign cutiencies 1,000 823 535 557 639 611 475 609 672
8 Other financial claims 7.802 8,814 11,847 12,978 11,495 12,166 14,150 11,433 11,425
Y Payable in doltlars ... .. 6,910 7,890 10,655 11,788 10,172 10,978 13,006 10,266 10,338
10 Payable in forcign cunencies 892 924 1,192 1,187 1,323 1,188 1,060 1,167 1087
I Cammercial climms . 0 Lo 17,380 18,564 21,353 21,337 22,176 22,476 23,867 23,526 24,092
12 Trade receivables .. o . 14,408 16,007 18,390 18,480 19,375 19,713 21,034 20,581 21,151
13 Advance payments and other claims ..., 2,912 2,557 2,963 2,857 2,80 2,763 2,833 2,945 2,941
14 Payable i dotlars . ... 16,574 17,519 19,082 18,961 19,043 19,934 21.349 21,003 21470
15 Payable in foreign cuirenaies oo o0 L Lo B0o 1,045 2,271 2,376 2,533 2,542 2518 2,52 2,022
By area or connty
Financial claims
t6 13,441 9,331 1,249 7411 6,763 8,156 7.079 7,277 7,456
17 1 k 134 125 B3 114 86 ] 81
18 France .. .. 209 764 820 790 995 831 KOO 808 706
19 Germuny ... 283 320 520 460 459 413 540 443 3ss
20 Netherlands .. 334 515 502 S0 472 503 429 606 601
2t Switzedand 581 490 530 535 509 747 523 490 499
22 United Kingdom .. . ... oo oo e 11,534 6,252 3,535 3,851 3,127 4,440 4,436 3,919 4,510
23 Cunada ... Lo oo 2,642 1,833 2,012 2,294 3,080 3,104 3.801 4,004 3,929
24 Latin Ametica and Canbbean ... 0,717 13,893 16,031 16,645 14,799 14,952 18,841 15,500 20,3497
25 Bahanis 827 778 1,310 1,388 1,288 1,086 2,369 905 2,322
26 Bermuda .. 8 40 125 4 39 52 27 37 85
27 351 086 634 672 460 411 520 487 460
28 B 49,056 11,747 12,530 13,281 11,993 12,271 14,880 13,274 16,816
29 Mexico ... 212 443 R0O8 850 G614 685 606 478 524
30 Venesuely .0 000 40 29 161 20 33 32 is 27 27
3l Astib L. e 640 Rod 1,657 2,550 2,234 2,175 1,838 1,457 1,226
32 Japan .......... e 350 668 842 1,657 1,349 062 Y31 584 467
3 Middle Lastern oil-exporting 5 3 3 5 2 19 141 4 5
M Afiica .o e e e 57 R4 99 76 74 K7 249 77 64
35 Oib-exportmg coumteies™ ..o e o e l Y | 0 | | 4] 9 9
36 Allother'. .o L 385 508 460 403 87 396 4068 276 302
Comumercial claius
37 Bulope ..o 8,193 8451 9,105 8,793 8,952 8812 9517 9,047 9,224
ag Belgium and Luxembourg 194 18Y 184 182 189 179 213 198 210
39 France .................. 1,588 1,537 1,947 1,830 1,779 1,766 1,879 1,783 1,673
40 Germany . 955 DRE] 1,018 950 940 883 1,027 995 1,023
41 Netherlands .. ... 645 552 423 358 294 a3t 307 335 349
42 Switzeshand L, 295 362 432 415 086 538 557 562 620
43 United Kingdom 2,086 2,094 2,377 2,344 2,443 2,505 2,547 2,404 2,459
44 Canada . o0 0 e e 1,121 1,286 1,781 1,870 1,875 1,906 1,988 2,000 1,982
45 Latn America and Canghbean ... ..o o 00 2,055 3,043 1,274 3,560 2,900 3,960 4,117 4,146 4,341
46 Bahumas . 13 28 11 13 8 34 9 17 21
47 Bermuda 204 258 182 222 295 246 234 202 207
48 Brazit o . . . 427 357 460 419 500 471 612 678 765
49 Bustish West Indies ... .. . . 41 40 71 58 o7 49 83 59 85
50 Mexico 842 924 990 1,011 1,048 1,136 1,243 14 1412
51 Venezuela 203 345 293 292 303 388 148 294 R3]
520 AN L 4,591 4,866 5979 5932 6,260 6,561 6,881 70103 7,473
53 Japan 1,899 1,903 2,275 2447 2,490 2,580 2,023 2,725 2,805
54 Middle Eastern ol-expotting countuies’ 620 093 70t 654 608 605 ()] 690 697
55 Alden ..o e 430 554 493 487 472 445 454 475 460
50 Oil-exporting countoes™ ..o oo e 95 78 72 K8 78 59 o7 78 (e
ST Other’. .. . e e e 390 364 721 [N 711 792 910 839 gt2

1 Comprises Bahrai, Iran, hag, Kuwait, Oman, Qata, Saudi Arabra, and United Arab
Enurates (Tiucial States).

2, Compuises Algena, Gabon, Libya, and Nigeria.
3. Includes nonmonetary international and regional organizations.,
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3.24 TOREIGN TRANSACTIONS IN SECURITIES
Millions of dollats
1993 995
Fransaction, wnd arca ot countty 1993 1994 T D T
J:(“])l Mai, Apt May June Tuly Aug Sept!
_. _ . L L U S
LLS. cotporate securities
*—“—lriﬁi__w .7 ] — —— —_—
STOCKS
I Foreign pucluses ... - AR 119,664 350,558 342,857 35,332 30,082 3R, /09 45,429 42,444 41,908 44,448
2 Poewgn sales ... 298,086 148,648 325318 37,653 29,206 36,087 43,199 40,009 39,366 44,217
1 Net purchases, or sales (=) . ..., 21,578 1,910 7,539 —-2,321 876 2,682 2,230 2,435 2,542 231
4 Foreign countries . e e e 21,306 1,900 7,691 —2,291 877 2,692 2,138 2,443 2,505 294
S BEwope oo Lo 10,658 0,717 1,236 1,304 1649 K1 44 2,045 183G -1,319
& Frnee .. L e e e e 1633 201 0605 250 80 [§13) 79 261 17 126
7 Genuny Lo e 1,642 210 1,700 243 261 528 224 8] 104 136
8 Nether laricls N o2 2,251 2,11 296 349 174 70 04 44 197
Y Switzealand .o L 2,980 30 3,150 475 673 476 201 20 847 9
10 thuted Kingdom 4,559 840 5,306 309 1,125 [,182 243 1,445 2,330 1,114
11 Canada .. 3,213 1160 1,673 333 197 75 140 425 10 197
12 Latinn Amen S,719 2408 T.152 213 570 20 1,051 L3 1,811 751
13 Middie East' 21 1,142 4061 73 9 87 99 24 S T
14 Other Asia 8,198 1,207 1,217 42 114 2,011 1,358 107 96 Lo
15 Japan o000 L 3,825 1,190 1,600 121 29 86 4066 141 1,070 598
16 Alnca oo o0 o 63 29 40 10 10 4 15 5 17 34
202 171 174 14 24 295 a7 136 123 54
272 10 —152 =30 —1 -4 -8 ~8 =23 —43
19 Forewn purchases .., . PP 283,824 289,614 210,734 25,390 18,163 22,830 27,934 23811 24,742 25,808
20 Foreign sales ... .. Lo AP 217,824 229,665 144,928 17,552 14,111 16,609 18,774 14,943 16,741 17,218
21 Net purchases, or sales (~) ... . e 06,000 59,949 65,806 7,838 4,052 6,221 9,160 8,868’ 8,001 8,590
22 Voreign countries ... ... P 05,462 39,064 06,173 8,151 4,035 6,109 9,167 9,035 7,982 8,568
23 Bwope .. L. . Lo 22,587 17,093 50,702 4,976 2,271 4,944 1172 0,240 5,561 6,088
24 1aance . 2,346 242 174 85 874 27 a4 7 598 [
25 Gewy L K87 657 4,561 176 83 17 067 51 1,163 D16
20 Nethellands ., 290 3,322 939 154 37 m 59 551 45 208
20 Swazedand 000 oL 627 1,055 626 ol 87 (24 130 37 99 34
28 Unued Kingdom ., 19,686 31,592 43,070 5.24% 3,306 4,704 7,062 4,969 3,775 3,640
29 Canada F o 1,668 2,958 2,282 289 3] 277 159 169 HS 349
30 Latn America and Caobbean ., 15,691 5,442 5,625 1,285 889 078 289 1,145 754 1,720
31 Muddle Fast! - PN . 1,248 771 1,740 328 326 20 64 348 281 241
32 Other Asta . 0 o0 L [ 20,840 12,153 5,538 1,150 356 420 185 {189 919 146
B dapan o0 L L 11,569 5,486 3415 570 275 871 203 1,026 1,008 364
34 Atoea e e e . 1,149 7 [RD 22 t 5 47 13 64 23
35 Other countries ... .. L., e 273 654 155 Jisk} 20 15 51 49 12 |
30 Nommaonetary international and
regional organizations .. .., 538 88S L —367 ~M3 17 - 8Y —~7 — 167 1] 22
Foreign seunies
37 Stocks, net purchases, ot sales () 62,691 47,2136 15,884 2,850 2,138 3,64K 4,379 8,188 5,904 7,493
38 Forewgn purchases .. © 0 Lo oo 0 245,490 380,942 253,380 28,925 24,519 29,229 29,067 28,582 30,867 28,112
19 Loreign sales | PP JO8, 181 434,178 289,264 31,781 26,654 32,877 31446 36,770 36,771 16,205
40 Bonds, net putehiases, o safes () 83,377 4,272 30,250 1221 K24 4,16¥ A7} 5,000 3,810 4054
41 Foreign purchases . 145,U52 848,288 655,950 79,170 53,6149 15,199 96,154 606,737 72,222 3,171
42 Loreign sales .. 826,129 857,560 086,206 80,194 54,463 79,567 134,027 11,746' 76,032 88,122
43 Net purchases, or sales (), of stocks and bonds — 143,068 | —56,508 | —66,134 — 4,079 ~2,959 —8,016 —11,852 [ —13,197" -9,714 12,444
44 Foreign countries — 143,232 | —ST,028 | —65457 — 3,990 —3,118 —~8,020 — 1,541 | — 12978 —9,544 —12,499
45 Bwmope ... . oo L P - 100,872 2,712 29,8135 1,892 (893 7,501 5,857 1,961 2,539 2,462
46 Caada .. oL FE 15,004 1475 8,809 1,154 1,193 | 1,425 1,751 906 3,046
47 Latin America and Cartbbean . . 7,600 18,347 2,795 1,304 58S 471 512 659’ 817 (3]
A8 Asia . Lo P . o 15,159 24,216 24,850 0 558 1,388 2,041 3,158 7,250 1,533
49 Atvica ... .. e I8S 467 107 85 4 (& 67 45 34 7
50 Other countiies ., ., L e e 3,752 3,751 1,139 260 42 527 719 596 303 48
51 Nonmonetary international and
regional ovganizations. ... . ... 164 520 —677 -8 156 4 =311 219 —173 58

L. Comprises oil-exporting countites as follows: Babuain, lan, tag, Kuwat, Oman, Qatar,

Saudi Arabia, and United Arab Emivates (Brueid States).

2, Includes state and Jocal government sceunities i securities of US. government
agencies mrd corporations. Also metudes ssues of new debt secunties sold abroad by LS,
cotporattons organized to fmance dnect mvestments abwoad.



A64  International Statistics Ul January 1996

3.2

S

MARKETABLE U.S. TREASURY BONDS AND NOTES

Miltions of dollais; net purchases, or sales (--) during period

Foreign Transactions'

1995 1995
Area o country 1993 1994
J:S(‘)VI Mat. Apr, May June July Auy Sept.!
1 'lotal estimated .. .......... ... Lo 23,582 78,796 | 123,323 9,211 6,400 14,519 22,578 31,865 26,082 | —11,013
2 Foreign counties ... . . . oo, . e e 23,3608 78,632 | 123,004 9,107 6,416 14,568 22,395 31,382 26,442 10,943
Y Bwope ... N 2,373 38,608 [ 54,870 3,109 3,152 509 2,065 | 13336 9,170 6,377
4 Belgium and Luxembowyg ... 1,218 1,098 364 51 62 —512 148 53 SR 143
5 Gemany ... VY70 5,709 2,801 1461 1,216 4,129 1,866 1,039 2,995 2,568
[ Nethetlands . 515 1,254 S17 7 243 40 1,078 883 - 408 1,915
7 Sweden . 1.421 794 581 30 70 21 63 124 10 ol
8 Switzetland 1,501 481 586 418 - 173 353 9 206 515 818
9 Untted Kingdom 0,197 23,438 43,774 3,09y 2,251 5,203 1,359 7,315 7,950 5,570
10 Other Emope and { 783 5,834 06,247 1,107 109 657 2,170 1,822 - 472 808
1 Coanada e 10,209 3,491 2,010 434 1,391 201 413 720 825 2,225
12 Latm Amenca and Catibbean . . . .. o .. 4,561 --1UL179 13,898 2,332 3212 1,803 5,368 513 11,265 5,299
13 Venesuela © . Lo oo oo e 90 319 203 387 184 16 121 114 359 524
14 Other Latin America and Canbbean ... .o .0 - 5,795 20,493 13,680 3,358 2,189 2,425 5,158 1,034 5,364 1171
15 Nethetlands Antilles . 844 10,633 415 639 839 1,394 89 407 6,260 - 5,946
16 Asia ... ... 20,582 47,042 51,148 8,445 1,189 9,845 12,608 16,490 7,322 10,055
17 Japan . ... . . 17,070 29,518 31,357 4,167 1,487 6,291 5,585 0,058 5,430 4,021
18 Atirea . 1,156 240 253 9 36 39 242 -1 130 108
19 Otha 1,745 570 825 540 290 171 1,082 324 - 360 151
20 Nonmonetny nternational and regronal organizations 184 lo4 319 104 - 16 - 49 183 483 -360 70
21 Itemnational . .o Ce e e 330 520 - 14 454 294 350 409 31 140 196
22 Latn Amedean regional .. o0 Lo o 653 154 238 307 228 528 629 99 -1 6
MI:MO
23 FOICign COUNMIES .o v it 0 0 23,308 78,032 | 123,004 9,107 6,416 14,568 22,395 31,382 26,442 - 10,943
24 Official institutions . 1,306 41,822 32,095 4,022 3,158 1,774 10,851) 16,780 364 - 4,516
25 Other foreign . ..o oL 22,062 Jo K10 90,909 5,085 3.258 16,342 11,545 14,602 26,806 0,427
Orl-eaporting countries
26 Middlg East? ... .0 - R.830 0] 5,610 152 733 1,063 815 3,582 1,890 50
27 Afiea Lo o0 L s e 5 4 2 | 0 ] | 0 0 (}

L. Otficial and private wansactions in marketable US. Ticasuty secwrities having an
ougmal matunty of moie than one yean Data sie based on monthly ttansachions reponts,
Lixcludes nonmarketable U.S. Tieasmy bonds and notes hetd by oficial institutions of foreign
countries.

2. Comptises Bahuun, Tan, hag, Kuwait, Oman, Qatar, Saude Arabua, and United Arab

marates {Truciat States).

3. Comprises Algena, Gabon, Libya, and Nigena,
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326  DISCOUNT RATES OF FOREIGN CENTRAL BANKS!

Percent per year, averages of daily figuies

Rate on Nov. 30, 1995 Rate on Nov. 30, 1995 Rate on Nov 30, 1995
Country h Country Country | T T T
Month Month Month
e Peice ol ce
Peicent ellective Peicent clective Percent ellective

Austiia. oo 3.5 Aug. 1995 Getmany. . ... B 3.5 Aug. 1995 Notway, .. . . . 475 beb 1994
Belgium. a5 Aug. 1995 Maly ......... e e 9.0 June 1995 Switzetland . . . 20 Sept 1995
Canada. . 007 Nov, 1995 Tapan ... . e 0.5 Sept 1995 United Kingdom ., . 120 Sept 1997
Denmugk . . S.0 Aug. 1995 Nethetlands ... ... Ce 3.25 Nov. 1995
France” ... 4.8 Nov, 1995
1. Rates shown are muainly those at which the centrad bank cither discounts ot mahes 2. Since Febiuary 1981, the rate has been that at winch the Bank ot Jaunce disconnts
advances against ehgible commercial paper or govennment secwities for connnercial baiks ot Treasury bills for seven to ten days
brokers. For counties with moie than one rate applicable to such discounts or advances, the
rate shown is the one at whicly it 15 understood that the central bank transacts the ko gest
proportion of its credit operations,
3.27 FOREIGN SHOR'I-TERM INTEREST RATES'
Percent per year, averages of daily figmes
1995
Type or country 1992 1993 1994 - 7 T "1 - I -
May June July Aug Sept O Nov
I Burodoltas. . . .. 370 18 6.03 5.9 579 579 574 5 &t 575
2 United Kingdom . . 9.56 5.48 6.64 0.63 6,73 6.74 071 669 06l
3 Canada . ... .. . 0.76 5.14 7.56 7.07 069 0,62 6.60 0.60 6w
4 Germany. 9.42 717 4.49 443 446 435 409 4.00 1yl
5 Switserland 7.67 479 3.29 3.09 277 279 2.67 213 1 9%
6 Netherfands v.25 6.73 4.41 4.21 4.14 4,02 185 3.8 373
7 France. . 14.14 830 7.29 7.04 631 5.kl 586 6.74 3.4
8 Jtaly ... 13.9] 10.09 10 38 10,91 10.93 10.45 10.36 10 74 65
9 Belgnm . e 931 8.10 5.16 4.62 4.52 4.41 4.20 4.4 387
10 Japan .. ool el 4.39 2.90 1.31 116 91 82 S0 51 54

1. Rates we tor thiee-month mterbank loans, with the following exceptions: Canada,
finance company paper; Belgnnn, thiee-montl Tcaswy bitls, aned Japan, CD rate,
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328  FOREIGN EXCHANGE RATES!
Curteney units per doflar except as noted
1995
Counlry/eunency it tvy2 1993 1994 r — 7 — 7 — — 71 - - - - — - "
June July Aug, Sept. Oct Nov.

L JE - =1 - e N

I Awstahafdolla o0 73521 YDA 73001 71.959 72790 YARRY) AR 15.699 74534
2 Austia/schalimy 1099 1639 11409 9851 9,705 10. 168 10,270 9,955 9,974
3 Belgum/tane 32 148 b SEIL 33020 K790 28.502 29738 30.0-4 29108 29[S54
4 Coanadiydoltan 12088 1,200 1.360:4 13775 £.3612 11552 13509 L4458 13544
5 Chma, PR/yaan . . . . 5.5206 57795 K.6 304 8 3206 8,320/ 8.3253 LIREVA H.3353 &.3334
6 Denmark/krone 60372 04863 0.3561 S.460 ¢ S.40713 5.6060 5.06587 5912 34023
7 Fmknd/makka o000 44865 5.7251 52340 4304 42592 43170 43754 42781 42489
8 Lrance/tranc . 50035 2.006Y S5 10172 LR 07 K727 S0352 494871 48882
4 Germany/deutsehe niuk . 1.5018 1 0348 16216 14012 I 38RO | 4450 110601 13 14173
1) Greeee/drachma 180.81 229614 24250 226.56 2545 23238 23505 232,05 23410
Il Hong Kong/dolla ... 7.71402 17357 71290 7.135% 77385 77416 77308 1.0317 71338
12 Indmfrapee . L IR1560 3291 31304 31401 31,485 31,592 33,310 3,636 3710
13 [I\‘]Llllll/[l()lllld) ,,,,, 17042 L4647 149.69 162,87 163,90 160,25 159.05 161.32 160.54
14 Daly/liva .o 123217 157341 LoLT4o 1,649,758 L6bY. /1 1,607.18 1oLl 1.005.64 1,592.07
15 Japanfyen ... 126,78 L1108 102 1% & a1 8740 04 74 100 55 100 84 194
16 Malaysta/imp gt 25163 25738 26237 243890 24500 24813 25124 25329 25380
17 Netherands/guilede . 1.7587 1 8385 18100 [ 5686 1.5557 IR DAY 1 6354 1.5846 1 5877
18 New Zeatand/dolka ... 0 .0 0 Lo 53792 54127 59 138 60 947 67417 65,687 05 6177 63,89y 05,274
19 Noway/hone ... o0 . o 06,2142 71009 70553 62387 0.1710 06,3438 06,3943 0.2397 0.2530
20 Portugal/escudo Lo 14507 161 08 16594 147,64 (BRI 140,88 15211 [ 18.94 148.08
21 Smgapore/dolla . . Lo 16294 10138 1578 13953 1,398} 1T4HLo 11331 1.423] 14128
22 South Ancahand 28524 §.2729 15526 3.0627 3 0404 36112 L0610 36502 3 06499
23 South Korea/won . 784,06 R05.75 806,93 76388 T60.05 768 88 172,04 767,20 769,78
2 Spam/peseta 102,48 1)/ 48 13388 121,71 Hv7t 123415 12541 12251 121381
25 SucLankafiupee oL ol 48 211 49170 50210 50 89Y 51,227 5254/ 52,540 53,199
26 Swedenfhiona L 9.8258 7 7956 77161 72031 71740 72383 71227 6.8301 6 6088
27 Swtzerland/tiane L4061 14781 13667 1.158K 11550 11962 1 1ROR 11454 11437
28 Twwan/dolla 25 160 26410 26 305 25784 20,278 27.234 274432 20,925 27257
29 Thakand/bahu. . . . L 25641 29,433 25,161 24.072 21755 24960 25129 25115 25,166
30 United Kingdony/pound® 176.63 15016 153,19 150,18 150,52 156,68 15590 157.79 1565

Minmo
31 United Statesalollart 80,01 9318 91,32 82,27 81,90 81549 H5.60 8h 1) Rt 14

1. Averages ol ceitified noon buying rates 1 New Youk for cable

see wside Bont cove
2. Value in US, cents,

tunsfers Dataoin this
table alse appewr mthe Bowd's G S (1053 monthly statisiical telease ot ordeting addiess,

3. Index ol weighted-average exchange value of US, dollar against the cunencies ol ten
ndustnal countries, ‘The weight tor each of the ten comtiies is the 1972 76 average wonld
Nade of that counuy divided by e average world trade of all fen counties combimed. Seues
1evised as of August 1978 (see Federal Reserve Budlenn, vol 64 (August 1978), p, 700).
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STATISTICAL RELEASES—List Published Semiannually, with Latest Bulletin Reference

Issue
Anticipated schedule of release dates for periodic releases ... December 1995
SPECIAL TABLES - Data Published Irregularly, with Latest Bulletin Reference
Title and Duate Issue
Assets and liubilities of commercial banks
MarCh B, 1003 o August 1993
JUDE 30, 003 e November 1993
September 30, 1003 o February 1994
December 31, L0 e May 1994
Terms of lending at commercial banky
NOVEIMIDET 100 L e February 1995
February 1905 .o May 1995
MY L0 o August 1995
AUBUSL L0 November 1995
Assets and liabilities of US. branches and agencies of foreign banks
Septemnber 30, 1994 o February 1995
December 31, 1994 oo May 1995
MaArCh BT, 100 October 1995
JUNE 30, 100 o Navember 1995
Pro forma balance sheet and income statements for priced service operations
JUNC 30, 190 October 1992
MO 3L, L 0 i e e e e August 1995
JUNE B0, L0 e e s October 1995
September 30, 100 e Januvary 1996
Assets and liabilities of life insurance companies
JUNE B30, 100l o e e e December 1991
September 30, 1991 .o May 1992
DecetbEr 31, L0 L Lo August 1992
September 30, 1002 o March 1993

Residential lending reported under the Home Mortgage Disclosure Act
S September 1995

Puge

AT6

Puge

A0
AT0
AT0
AOY

A68
A68
AO8
AO8

AT2
AT2
A68
AT2

AT0
AT6
AT72
A0S

A9
A8l
AR3
ATl

AOY
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431 PRO FORMA FINANCIAL STATEMENTS FOR FEDERAL, RESERVE PRICED SERVICES

A, Pro forma balance sheet
Mullions of dolbus -

Hem Sept, 30, 1995

Short term asyets (Note 1)
Tiputed reserve tequitenient on clearing balances L Co 4402
Investment iy macketable securties . o0 L . A 39618
Recervables . 594
Materiats and supplies . . Ceees . . 92
|’IL[hII(| expenses .. S B . S L 354
Hems in process ol mllulm\\ . \ 9142

Total short ternt asscts, . . P S 6,420 2

Tong-term awets (Note 2)
Prenmses oL P e .. 3557
Fuinitwe and u|u|pmu|( ‘‘‘‘ . L L
Leases and leasehold lmpununulls N . A . 224
Prepaid pension costs S A L L 2332

Total long-term assels . L s . 7764

Total assets 7,196.6

Short-term halulities

Cleanng batances and balances asing trom catly credit
of uncollected items P S BN N 4410

Detered-avanlability items | P .. . R 1,885 9

Short-leim debt .o PN e e 1040

Total short-tenm habilites. L S S 6,420 2

Fong-term fobthhes
Obligations under capntal leases N o .. RE
Long-tern debt e e - . 162.0
I’mlnlmnwnl/puxumpln\n\ull benefits obhigation L . 173.4

Total Jong-tenm habihties . NN Lo 3.2

‘total liabilitics - . . . s 6,759.4

Fquity . . . . 372

“Fotal linbilities and cquity (Note 3) .., o . 7,196.6

Not1L Components iy not sant 1o ttals becanse of toundimg The priced seivices
tmancial statements consist of these tables and the accompanying notes

B.  Pro forma income statement

Millions ot dollars

ltem Quanter ended Sept 30, 1995 Nine months ended Sept. 30, 1995

Revenue from services provided to depository instiiutions (Note -4y o 1824 547.5

Operiting expenses (Note 5) . . . . 1601 490.8

Income from operabions AN . . P . 223 56.7

Inputed costs (Nole 6)
Interest on foat P e
Interest on debt
Sales taxes
1DIC msinance .

o b
——ta

oo
=ity

10,0

B
|

[ncome iom opetatons aiter unpated casts NN . 123 19.2

Other meome and expenses (Note 7)
[nvestment meame on cleamg balanees N - . 644 189 &
FEarmmgs credits L PP - . . 58.5 RE: 168 7 211

fieome betore meome taxes P . Lo 184 404

Tmputed mcome taxes (Note 8) . L e 5.0 12,5

Income betme comulative cllect of a change m accounting principle .. . 125 27.9
Cunulative efleet on |mvim|s years from retroactive applicitton of accrual

method of uunlmllng_ for pu\lunpln\'lmnl benefits (net of $6 5 muthon tay)
(Note 9y . RN - 14.6

Net income . L B . .. . 125 133

Meno
Tageted retun on equity (Note 10y, . A . . .. 7.8 255

NOtr Components may 1ot sium to totals becatise ol 1ounding, The priced services
tirancial stitements consist of these tables and the accompanying notes
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NOTES TO FINANCIAL STATEMENTS FOR FEDERAL RESERVE PRICED SERVICES

(1) SHORT-TERM ASSIIS

The intputed teserve requienient on cleatmg badances field at Reserve Banks by deposnoy
mstitations tellects a ticatient compatable o that ol compensating balances held at coree
spordent banks by respondent istitttions the teserve requretient tposed on espondent
balances must be held as vl cash or as noncatning badances wanitained at a Reserve Bank,
thus, a portion ol prced sepvices cleanmy balances held wath the Federal Reserve is shown as
tequited weserves on the sisset side of the balance sheet The remamder of cleating balanees i
asstned o be myested i hiee month Tieasury bifls, shown as wavestment o hetable
secunties.,

Recervables ate (L amounts due the Reserve Banks for piced serviees and (2) 1he share of
suspense-account and diflterence- account balanees elated 1o priced services

Materials and supplies aie the mventory vadue of short wenn assets

Prepaid expenses melude saliny advances and travel advaees Tor priced service personunel

ftems i process ot collecton 1s gross Federal Reserve cash ttems i process ol collecion
(CIPCY stated on i basis comparable 1o it of a commercial bank 1 efieels adjusunents foy
mtra-System tems Uit would otherwise e double counted on a consolidated Fedead
Reserve batance sheet; adjustiments 1o tems associated waith non priced items, such s those
collected for poverment agencies, and adjustments tontems assoctated watl providng fixed
avatlabilty o1 credit betore ttens e receved and processed. Among the costs to be
recovered under the Monctary Comtol Act s the cost ol oat, or net CIFC dumg the penod
{the difference between gross CHPC and deferred avaifability tems which fs te portion of
sross CIPC that myolves atnanciny cost), vadued at the tederal funds nate

(2) 1 ONG-TERM ASSETS

Cansasts ol Jong term assers wsed solely m priced services, the prced services portion of
long-term assets shared wethy nonpriced serviees, and v estinile of the assets ol the Board ol
Governors used m the development of priced services Flleclve lan 1, 1987, the Reserve
Banks implemented the Piancal Accounting Standands Board's Statepent ot Financral
Acconunting Stanckuds No. 87, Fuiplovers” Accounting for Penstony (STAS 87) Accordingly
the Federal Reserve Banks recopnized aedits o expenses ol 9 3 nilhon i the thad quaiter
ol 1995, $8.7 million mthe second quarter of 1995, and $7 2 mithon iy te st quasceer of
1995 and conesponding mercases 1 this asset aceount

(3) LIABLIFIES AND EQULTY

Under the matched-book capatal stuchie bor assets thay e not “sell financing.” shott o
assets e fimanced with shont terny debt Long-tenm assets e tinaneed with Tong 1erm debe
and equity i proportion equal o the tato of long teom debt to cquity for the ity Lapest
bank holdimg companies, which ate used in the mode! for the prvate seetor adjustiient factor
(PSAT) The PSAT consises of the Guaes that would have Deen pad and the teturn on capta,
that would have been provided had prced services been turnished by o pvate sector fuim
Other shot-term fabtfes mctude cleanmg badances mamtained at Reserve Bardks and
deposit badances atsing from foat Other long enm liabthues consist of obligations o capitat
leases,

(h REVENIL

Revenue tepresents chages to depository imsiiuuons lor piced services and is reatized tiom
cach inditution tirough one of two methods dinect chageres O an institotion™s account o
clanges agamst its accumalated carmmgs credits,

(5) OPERAVING EXPENSES

Operating expeses cotsisg ob the dineet, mduect, and athier peuctal adnunistiative expeases
ol the Reserve Banks for priced seivices plus the expenses tor stall members of the Boad ot
Governors workig ducetly on the deselopment of priced services The expenses for Board
stall miembers were $.7 unithion per quartes i the st thiee quariens of 1995 "The aedit o
expenses under SFAS B7 (see note 2) s retlected o operatiig expenses

(0) IMPLILD Coses

Imputed costs consst of mviest on oat, mitviest o debt, sides tanes, and the FOIC
assesstarenit Titerest on flaat s detved troin the vadae ol foat o be recovered, cithier
eaphatly or Uhaough per iesn fees, dunmg e penod, Foat costs nxclude costs tor checks,
book enny seeutities, noneaste collecaon, ACH, and Tunds tansfets

Interest s nputed onthe debt assumed necessary 1o fnance poeed service assets, The
sales taxes and FDIC assessment that the Pederal Reserve would have pard had it been a
Prvate seetor frm e anong the components ol the PSAL (see note 3).

Thie tollewing Tist shows the daly average tecovery o float by the Reserve Batks for the
Wind quanter of 1995 m andhions of duttas ’

total 1loat 912
Umecovered float 40
Toat subjeclto recovery 3RO O
Sources ol oaticcovery
Inconie on clewimy balances K S
As of adpustinents 1701
Direet charpes 662
Por item lees 107 8

Umecovered Hoatiehudes loal generated by services 1o government agencies aud by othe)
contial bank services Ploaticcovered tuougle imcome on cleang baliances s the vesult of the
naedase o mvestable demmg balances: tie marease s produced by acdeduction for tloat for
cashiitems i process ol collecton, which redoces imputed ieserye requirenents The meonme
on clearing bakimces reduees the oat to be recovered through atherineans: As ol adjustinents
and ditect charges e nd week closimg Hoatand mtetienitory check fleat, wlich may be
recovered from depositige msticitions theough adyustinents (o the stuton’s reseive o
clearing balance o by valumg the float at the federal Tunds sate and bidling the mstitubion
duectly Toatiecovered through per e fees s valued atthe federat tunds rate and Tas been
added to the cost base subject o recovery i the thivd quanter of 1995

1) O R INCOMIE AND LAPENSES

Consists ol anvestment meome on clearmy, balances ad the cost of cmnmgs credits,
hivestient imcome on deanme balances epresents the averape coupon equivatent yickd on
theee montle Treasury Wlls apphied o the roraed cleanng, balanee mantamed, adjusted for the
ellect of reserve egquirements on cleanny balanees Bapenses for cannings credits granted to
deposttiy untttutous o then ceacny balances we derrved by applying the averape tederat
Tunds rate to the yequired portion of the clearmg balanees, adjusted tor the net ettect of
teserve requitenients on dlearng balaees,

(%) INCOMI: IAXES

Binputed meome taxes are calenlated at the electve tax tate denved rom the ESAL mode!
(s note 3

(9) POSTIMPLOYMINT BENEPTES

Flecdve Jan 1, 1995, the Reserve Banks nuplemented SEAS 112, Fiplovers™ Aceounting
for Postemplovment Benefas Accordingly mthe st quarter of 1995 the Rescrve Banks
1ecogmized aoone time cumulive Ciange of %28 1 million o telleet the retoactive apphieation
ot this change i accounting prneiple

CLOY RETURN ON FQUI

Represents the alter tax rate of retme on equuty that the bederal Reserve swould have carned
had it been a prvate busiess dimna, as detived from the PSAE model (see note 3y "This aimonnt
15 adqusted o refleet the ecovery ol automation consolidation costs ot $17 nnllion tor the
second quarter of 1995 and S Y million tor the st quanter of 1995 The Reserve Basks plan
to recover these amounts, along with a fmace charpe, by the end of the yea 2000
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Index to Statistical Tables

References are to pages A3-A69 although the prefix “A” is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Agricultural loans, commercial banks, 21, 22
Assets and liabilities (See also Foreigners)

Banks, by classes, 18-23

Domestic finance companies, 36

Federal Reserve Banks, L1

Financial institutions, 28

Foreign banks, U.S. branches and agencies, 23
Automobiles

Consumer instaliment credit, 39

Production, 47, 48

BANKERS acceptances, 11, 12, 21- 24, 26
Bankers balances, 18-23. (See ulso Foreigners)
Bonds (See also U.S. government securities)
New issues, 34
Rates, 26
Branch banks, 23
Business activity, nonfinancial, 45
Business e¢xpenditures on new plant and equipment, 35
Business loans (See Comunercial and industrial loans)

CAPACITY utilization, 46
Capital accounts
Banks, by classes, 18
Federal Reserve Banks, 11
Central banks, discount rates, 65
Certificates of deposit, 26
Commercial and industrial loans
Commercial banks, 21, 22
Weekly reporting banks, 21-23
Commercial banks
Assets and liabilitics, 18-23
Commercial and industrial loans, 18-23
Consumer loans held, by type and terms, 39
Deposit interest rates of insured, 16
Loans sold outright, 22

Real estate mortgages held, by holder and property, 38

Time and savings deposits, 4
Commercial paper, 24, 26, 36
Condition statements (See Assets and liabilities)
Construction, 45, 49
Consumer installment credit, 39
Consumer prices, 45
Consumption expenditures, 52, 53
Corporations

Profits and their distribution, 35

Security issues, 34, 65
Cost of living (See Consumer prices)
Credit unions, 39
Currency in circulation, §, 14
Customer credit, stock market, 27

DEBITS to deposit accounts, 17
Debt (See specific types of debt or securities)
Demand deposits
Banks, by classes, 18-23
Ownership by individuals, partnerships, and
corporations, 22, 23
Turnover, 17
Depository institutions
Reserve requirements, 9
Reserves and related items, 4, 5, 6, 13

Deposits (See also specific types)
Banks, by classes, 4, 18-23
Federal Reserve Banks, S, 1
Interest rates, [0
Turnover, 17

Discount rates at Reserve Banks and at foreign central banks and

foreign countries (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 35

EMPLOYMENT, 45
Eurodollars, 26

FARM mortgage loans, 38

Federal agency obligations, 5, 10, 11, 12, 31, 32
Federal credit agencies, 33

Federal finance

Debt subject to statutory limitation, and types and ownership

of gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus, or deficit, 28
Treasury operating balance, 28
Federal Financing Bank, 33
Federal funds, 7, 21, 22, 23, 26, 28
Federal Home Loan Banks, 33
Federal Home Loan Mortgage Corporation, 33, 37, 38
Federal Housing Adninistration, 33, 37, 38
Federal Land Banks, 38
Federal National Mortgage Association, 33, 37, 38
Federal Reserve Banks
Condition statement, | {
Discount rates (See Intercst rates)
U.S. government securities held, 5, 11, 12, 30
Federal Reserve credit, 5, 6, 11, 12
Federal Reserve notes, 11
Federal Reserve System
Balance sheet for priced services, 68
Condition statement for priced services, 68
Federally sponsored credit agencies, 33
Finance companies
Assets and liabilities, 36
Business credit, 36
L.oans, 39
Paper, 24, 26
Financial institutions, [oans to, 21, 22, 23
Float, 5
Flow of funds, 40-44

Foreign banks, assets and liabilities of U.S. branches and agencies,

22,23
Foreign currency operations, 11
Foreign deposits in U.S. banks, S, 22
Forcign exchange rates, 66
Foreign trade, 54
Foreigners
Claims on, 55, 58, 59, 60, 62
Liabilities to, 22, 54, 55, 56, 61, 63, 64

GOLD

Certificate account, |1

Stock, 5, 54
Government National Mortgage Association, 33, 37, 38
Gross domestic product, 51

HOUSING, new and existing units, 49



INCOME and expenses, Federal Reserve System, 68

Income, personal and national, 45, 51, 52
Industrial production, 45, 47
Installment loans, 39
Insurance companies, 30, 38
Interest rates
Bonds, 26
Consumer installment credit, 39
Deposits, 16
Federal Reserve Banks, 8
Foreign central banks and foreign countries, 65
Money and capital markets, 26
Mortgages, 37
Prime rate, 25

International capital transactions of United States, 53-65

International organizations, 55, 56, 58, 61, 62
Inventories, 51
Investment companies, issues and assets, 35
Investments (See also specific types)

Banks, by classes, 18-23

Commercial banks, 4, 18-23

Federal Reserve Banks, 11, 12

Financial institutions, 38

LABOR force, 45

Life insurance companies (See Insurance companies)

Loans (See also specific types)
Banks, by classes, 18-23
Commercial banks, 18-23
Federal Reserve Banks, 5, 6,8, 11, 12
Federal Reserve Systemn, 68
Financial institutions, 38
Insured or guaranteed by United States, 37, 38

MANUFACTURING
Capacity utilization, 46
Production, 46, 48

Margin requirements, 27

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 7
Reserve requirements, 9

Mining production, 48

Mobile homes shipped, 49

Monetary and credit aggregates, 4, 13

Money and capital market rates, 26

Money stock measures and components, 4, 14

Mortgages (See Real estate loans)

Mutual funds, 35

Mutual savings banks (See Thrift institutions)

NATIONAL defense outlays, 29
National income, 51

OPEN market transactions, 10

PERSONAL income, 52

Prices
Consumer and producer, 45, 50
Stock market, 27

Prime rate, 25

Producer prices, 45, 50

Production, 45, 47

Profits, corporate, 35

REAL estate loans
Banks, by classes, 21, 22, 38

REAL estate loans—Continued
Terms, yields, and activity, 37
Type of holder and property mortgaged, 38

Repurchase agreements, 7

Reserve requirements, 9

Reserves
Commercial banks, 18
Depository institutions, 4, 5, 6, 13
Federal Reserve Banks, 11
U.S. reserve assets, 54

Residential mortgage loans, 37

Retail credit and retail sales, 39, 45

SAVING
Flow of funds, 4044
National inconie accounts, 51
Savings institutions, 38, 39, 40
Savings deposits (See Time and savings deposits)
Securities (See ulso specific types)

Federal and federally sponsored credit agencies, 33

Foreign transactions, 63
New issues, 34
Prices, 27
Special drawing rights, 5, 11, 53, 54
State and local governments
Deposits, 21, 22
Holdings of U.S, government securities, 30
New security issues, 34
Ownership of securities issued by, 21, 23
Rates on securities, 26
Stock market, selected statistics, 27
Stocks (See also Securities)
New issucs, 34
Prices, 27
Student Loan Marketing Association, 33

TAX receipts, federal, 29

Thrift institutions, 4. (See also Credit unions ¢nd Savings institutions)

Time and savings deposits, 4, 14, 16, 18-23
Trade, foreign, 54

Treasury cash, Treasury currency, 5
Treasury deposits, S, [ 1, 28

Treasury operating balance, 28

UNEMPLOYMENT, 45
U.S. government balances
Commercial bank holdings, 18-23
Treasury deposits at Reserve Banks, 5, 11, 28
U.S. government securities
Baunk holdings, 18-23, 30
Dealer transactions, positions, and financing, 32
Federal Reserve Bank holdings, 5, 11, 12, 30
Foreign and international holdings and
transactions, 11, 30, 64
Open market transactions, 10
Qutstanding, by type and holder, 30, 31
Rates, 26
U.S. international transactions, 53-66
Utilities, production, 48

VETERANS Administration, 37, 38

WEEKLY reporting banks, 18-23
Wholesale (producer) prices, 45, 50

YIELDS (See Interest rates)
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Federal Reserve Board of Governors

and Official Staff

ALAN GREENSPAN, Chairman
ALAN S. BLINDER, Vice Chairman

EpwARD W. KELLEY, JR.
LAWRENCE B. LINDSEY

OFFICE OF BOARD MEMBERS

JosepH R. COYNE, Assistant to the Board

DoNALD J. WINN, Assistant to the Board

THEODORE E. ALLISON, Assistant to the Board for Federal
Reserve System Affuirs

LYNN S. Fox, Depury Congressional Liaison

WintHROP P. HAMBLEY, Special Assistant to the Board

BoB STAHLY MOORE, Special Assistunt to the Bourd

Diane E. WERNEKE, Special Assistant to the Bourd

Porria W. THOMPSON, Equal Employment Opportunity
Programs Adviser

LEGAL DIVISION

J. VIRGII, MATTINGLY, JR., General Counsel

ScoTT G. ALVAREZ, Associate General Counsel
RICHARD M. ASHTON, Associate General Counsel
OLIVER [RELAND, Associate General Counsel
KATHLEEN M. O’DAY, Associate General Counsel
ROBERT DEV. FRIERSON, Assistant General Counsel
KatHerINE H. WHEATLEY, Assistant General Counsel

OFFICE OF THE SECRETARY

WiLLiaM W. WILES, Secretary

JENNIFER J. JOHNSON, Deputy Secretary

BARBARA R. LOWREY, Associate Secretary and Ombudsman
DAY W. RADEBAUGH, JR., Assistant Secretury!

DIVISION OF BANKING
SUPERVISION AND REGULATION

RICHARD SPILLENKOTHEN, Director

STEPHEN C. SCHEMERING, Deputy Director

DonN E. KLINE, Associate Director

WILLIAM A. RYBACK, Associate Director

FREDERICK M. STRUBLE, Associate Director

HERBERT A. BIERN, Deputy Associate Director

RocGer T. CoLy, Deputy Associate Director

James I GARNER, Deputy Associate Director

HowarD A. AMER, Assistant Director

GERALD A. EDWARDS, JR., Assistant Director

STEPHEN M. HOFEMAN, JR., Assistant Director

LAURA M. HOMER, Assistant Director

JaMes V. Hourr, Assistant Director

JACK P. JENNINGS, Assistant Director

MicHAEL G. MARTINSON, Assistant Director

RHoGER H PUGH, Assistant Director

SIDNEY M. SUSSAN, Assistant Director

MoLLy S. WASSOM, Assistant Director

WILLIAM SCHNEIDER, Project Director,
National Information Center

1. On loan from the Division of Information Resources
Management.

DIVISION OF INTERNATIONAL FINANCE

EpwiN M. TRUMAN, Staff Director

LARRY J. PROMISEL, Senior Associate Director
CHARLES J. SIEGMAN, Senior Associate Director
DaLE W. HENDERSON, Associate Director
Davin H. HOWARD, Senior Adviser

DoNALD B. AbaMS, Assistant Director
TuoMas A. CONNORS, Assistant Director
PETER HooreR 111, Assistant Director

KAREN H. JOHNSON, Assistant Director
CATHERINE L. MaNN, Assistant Director
RALPH W. SMITH, JR., Assistant Director

DIVISION OF RESEARCH AND STATISTICS

MicHAEL J. PRELL, Director

Epwarp C. ETTIN, Deputy Director

Davin J. STocKTON, Deputy Director
MarTHA BETHEA, Associate Director
Wi.LIAM R. JONES, Associate Director
MYRON L. KWAST, Associate Director
PATRICK M. PARKINSON, Associate Director
TroMas D. SIMPSON, Associate Director
LAWRENCE SLIFMAN, Associate Director
MARTHA S. SCANLON, Deputy Associate Director
PETER A. TINSLEY, Deputy Associate Director
FLINT BRAYTON, Assistant Director

Davip S. JONES, Assistant Director

STEPHEN A. RHOADES, Assistant Director
CHARLES S. STRUCKMEYER, Assistant Director
ALICE PATRICIA WHITE, Assistant Director
Joycg K. ZICKLER, Assistant Director

JOHN J. MINGO, Senior Adviser

GLENN B. CANNER, Adviser

DIVISION OF MONETARY AFFAIRS

DoNALD L. KoHN, Director

Davip E. LINDSEY, Deputy Director

BriaN F. MADIGAN, Associate Director

RiCHARD D. PORTER, Deputy Associate Director
VINCENT R. REINHART, Assistant Director

NORMAND R.V. BERNARD, Special Assistant to the Board

DIVISION OF CONSUMER
AND COMMUNITY AFFAIRS

GRIFFITH L. GARWOOD, Director

GLENN E. LONEY, Associate Director
DoLORES S, SMITH, Associate Director
MAUREEN P. ENGLISH, Assistant Director
IrRENE SHAWN McNuLty, Assistant Director



SusaN M. PHILLIPS
JANET L. YELLEN

OFFICE OF
STAFF DIRECTOR F'OR MANAGEMENT

S. Daviv Frosy, Staff Director
SHEILA CLARK, EEQ Programs Director

DIVISION OF HUMAN RESOURCES
MANAGEMENT

Davip .. SHANNON, Director

JOuN R. Wrrs, Associate Director
ANTHONY V. DIG1o1a, Assistant Director
Josern H. HAvEs, JR., Assistant Director
FrED HOrROWITZ, Assistant Director

OFFICE OF THE CONTROLLER

GrorGE E. LIVINGSTON, Controller

STEPHEN J, CLARK, Assistant Controller (Programs and Budgets)
DARRELL R, PAULRY, Assistant Controller (Finance)

DIVISION OF SUPPORT SERVICES
Rosert E. FRAZIER, Director

GrorGE M. Loprez, Assistant Director
Davin 1. WiLL1aMs, Assistant Director

DIVISION OF INFORMATION RESOURCES
MANAGEMENT

STEPHEN R, MALPHRUS, Director

MARIANNE M. EMERSON, Assistant Director

Po Kyuna KM, Assistant Director

RAYMOND H. MASSEY, Assistant Director
Epwarnp T. MULRENIN, Assistant Director
ErizaBrrH B. RIGGs, Assistant Director
Ricuarp C. STEVENS, Assistunt Director

DIVISION OF RESERVE BANK OPERATIONS
AND PAYMENT SYSTEMS

Ciryoe H, FARNSWORTH, IR, Director

Davin L. ROBINSON, Deputy Director (Finance and Control)
Louist L. ROSEMAN, Associate Director

CHARLES W. BENNEUT, Assistant Dirvector

JACK DENNIS, IR., Assistant Director

EARL G. HAMILTON, Assistant Director

JEFFREY C. MARQUARDT, Assistant Director

JonnN H. PARRISH, Assistant Director

FLORENCE M. YOUNG, Assistant Director

OFFICE OF THE INSPECTOR GENERAL
BRrENT L. BOWEN, Inspector General

DoNALD L. ROBINSON, Assistant Inspector General
BARRY R. SNYDER, Assistant Inspector General
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Federal Open Market Committee
and Advisory Councils

FEDERAL OPEN MARKET COMMITTEE

MEMBERS

ALAN GREENSPAN, Chairman

ALAN S. BLINDER
Ebwarp G, BoruNg
Jurry 1.. JORDAN

J. ALFRED BROADDUS, IR,
JACK GUYNN

DonaLD L. Koun, Secretary and Fconomist
NORMAND R.V. BERNARD, Deputy Secretury
Jostrd R. COYNE, Assistant Secretury
GAry P Guuium, Assistant Secretary

J. VIRGIL MATTINGLY, IR, General Counsel

Ebward W, KELLEY, JR.
L.awreNcE B, Linpsiy

Rosirr D. MCTEER, J

WitLiam J. McDoNouGH, Vice Chairman

SusaN M. PHiLLIpPS
OAry H. STERN
R. JANET L. YELIEN

ALTERNATE MEMBERS

MicHatt H. Moskow
RoBpere T, PARRY

STAF

THOMAS C. BAXTER, JR., Deputy General Counsel

MICHAEL J. PRELL, Economist
EbwIN M. TRUMAN, Economist
Lynn B BROWNY, Associate Economist

ErNEsT T. PATRIKIS

b

THOMAS E. Davis, Associate Economist
WiLLiaM G. DEWALD, Associate Economist
WirtiaM C. HUNTER, Associate Economist
Davin E. LINDSEY, Associate Fconomist
FREDERIC S. MISHKIN, Associate Economist
[LARRY J. PROMISEL, Associate Economist
CHARLES J. SIEGMAN, Associate Fconomist
LAWRENCE SLIFMAN, Associate Economist
Davip J. STOCKTON, Associate Fconomist

Prrer R. FISHER, Manager, System Open Market Account

FEDERAL ADVISORY COUNCIL

MarsHALL N. CARTER, First District
WALTER V. SHIPLEY, Second District
ANTHONY P, TurRrACCIANOG, Third District
FrANK V. CaHOuET, Fourth District
RicHARD G. TiLGHMAN, Filth District
CuarLES E. Rice, Sixth District

ANTHONY P. TERRACCIANO, President

MARSHALL N. CARTY

R, Vice President

RoGEeR L. FrrzsiMoNDs, Seventh District
ANDREW B. Crala, U1, Eighth District
RicHARD M. KovacEvicH, Ninth District
Crarpes E. NELSON, Tenth District
Cuarpes R, Hrpricka, Eleventh District
Epwarp A. Carson, Twelfth District

HerBERT V. PROCHNOW, Secretary Emeritus

Jamiis ANNABLE, Co-Secretuary
WiLrLiam J. Korsvik, Co-Secretary



CONSUMER ADVISORY COUNCIHH,

KATHARINE W. MCKEE, Durham, North Carolina, Vice Chairman

THoMAS R. BUTLER, Riverwoods, Ilinois
Rosert A. Cook, Baltimore, Maryland

A1vVIN J. CowANS, Orlando, Florida

ErizaserH G. FLorkes, Laredo, Texas
EMANUEL FREEMAN, Philadelphia, Pennsylvania
Davin C. Fynn, Cleveland, Ohio

Rosirt G. GREER, Houston, Texas

KENNETH R, HARNEY, Chevy Chase, Maryland
Gall. K. HILLEBRAND, San Francisco, California
TrrRrY JorDE, Cando, North Dakota

THRIFT INSTITUTIONS ADVISORY COUNCII.

HuGEne I LEHRMANN, Madison, Wisconsin
Ronarp A. PrivL, Minncapolis, Minnesota
[isAa Rick-CorLeMAN, Toledo, Ohio

JOHN R. RiNgs, Detroit, Michigan

Juria M. Sewakn, Richmond, Virginia
ANNE B. SHLAY, Philadelphia, Pennsytvania
ReciNaLDp §. SMmrrh, Kansas City, Missouri
JonN E. TAvr.or, Washington, D.C,
LorrAINE VANETTEN, Troy, Michigan

L.y K. YAO, Honolulu, Hawaii
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CHARLES Joun Koct, Cleveland, Ohio, President
STEPHEN D. TAYLOR, Miawmi, Florida, Vice President

L. LEE BEARD, Hazleton, Pennsylvania

Joun E. BRuBakkegr, Hillsborough, California
MaLcoiM E. CorLier, Lakewood, Colorado
GroraGr L, ENGELKE, Ji., Lake Success, New York
Brverry D. Hagrkis, Livingston, Montana

Davin E. Horprann, Burlington, Massachusctts
Josken C. Scurry, Chicago, [inois

Joun M. Tiepetrs, DIFW Airport, ‘Texas

LAarry T. Winson, Rateigh, North Carolina
WiLLiam W. Zuppr, Spokane, Washington
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Federal Reserve Board Publications

For ordering assistance, write PUBLICATIONS SERVICES,
MS-127, Board of Governors of the Federal Reserve System,
Washington, DC 20551 or telephone (202) 452-3244 or FAX
(202) 728-5886. When a charge is indicated, payment should
accompany request and be made payable to the Board of Gover-
nors of the Federal Reserve System or may be ordered via
Mastercard or Visa. Payment from foreign residents should be
drawn on a US. bunk.

Thr FEDERAL RESERVE SYSTEM —PURPOSES AND FUNCTIONS.
1994. 157 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 1994-95,

FEDERAL RESERVE BuLLETIN. Monthly. $25.00 per year or $2.50
cach in the United States, its possessions, Canada, and
Mexico. Elsewhere, $35.00 per year or $3.00 cach.

ANNUAL STATISTICAL DIGEST: period covered, release date, num-
ber of pages, and price.

1981 October 1982 239 pp. $ 6.50
1982 December 1983 266 pp. $ 7.50
1083 October 1984 264 pp. $11.50
1984 October 1985 254 pp. $12.50
1985 October 1986 231 pp. $15.00
1986 November 1987 288 pp. $15.00
1987 October 1988 272 pp. $15.00
1988 November 1989 256 pp. $25.00
198089 March 1991 712 pp. $25.00
1990 November 1991 185 pp. $25.00
1991 November 1992 215 pp. $25.00
1992 December 1993 2145 pp. $25.00
1993 December 1994 281 pp. $25.00
1994 December 1995 190 pp. $25.00

SELECTED INTEREST AND EXCHANGE RATES — WEEKLY SERIES OF
Cuarts. Weekly. $30.00 per year or $.70 each in the United
States, its possessions, Canada, and Mexico. Elsewhere,
$35.00 per year or $.80 each.

THE FenperaL RESERVE AcT and other statutory provisions affect-
ing the Federal Reserve System, as amended through August
1990. 646 pp. $10.00.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM.

ANNuAL  PerceEntaGE Rare Tasrks (Truth in Lending—
Regulation Z) Vol. [ (Regutar Transactions). 1969. 100 pp.
Vol. II (Irregular Transactions), 1969. 116 pp. Each volume
$2.25.

GuipE 10 THE FLOW OF FUNDS ACCOUNTS. 672 pp. $8.50 each.

FEDERAL RESERVE REGULATORY SERVICE. Loose-leaf; updated
monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $75.00 per year.

Monetary Policy and Reserve Requirements Handbook. $75.00
per year.

Securities Credit Transactions Handbook. $75.00 per year.

The Payment System Handbook. $75.00 per year.

Federal Reserve Regulatory Service. Four vols. (Contains all
four Handbooks plus substantial additional material.) $200.00
per year.

Rates for subscribers outside the United Stutes are as follows
and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Each Handbook, $90.00 per year.

THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A MULTI-
COUNTRY MoneL, May 1984. 590 pp. $14.50 cach.

INDUSTRIAL  PRODUCTION— 1986 Enrrion. December 1986,
440 pp. $9.00 each.

FiNaNciaL Futures AND Oprions IN THE US. EcoNomy.
December 1986. 264 pp. $10.00 cach.

FINANCIAL SECTORS IN OPEN FCONOMIES: EMPIRICAL. ANALY-
$I8 AND PoLicy Issurs. August 1990. 608 pp. $25.00 each.

EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies are
available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

A Guide to Business Credit for Women, Minorities, and Small
Businesses

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees

A Consumer’s Guide to Mortgage Lock-Ins

A Consumer’s Guide to Mortgage Settlement Costs

A Consumer’s Guide to Mortgage Refinancings

Home Mortgages: Understanding the Process and Your Right
to Fair Lending

How to File a Consumer Complaint

Making Deposits: When Will Your Money Be Available?

Making Sense of Savings

SHOP: The Card You Pick Can Save You Money

Welcome to the Federal Reserve

When Your Home is on the Line: What You Should Know
About Home Equity Lines of Credit
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STAFF STUDIES: Only Summaries Printed in the

Studies and papers on economic and financial subjects that are of

BULLETIN

general interest. Requests to obtain single copies of the full text or
to be added 10 the mailing list for the series may be sent to
Publications Services.

Staff Studies 1157 are out of print.

158.

159.

160.

161.

THE ADEQUACY AND CONSISTENCY OF MARGIN REQUIRE-
MENTS IN THE MARKETS FOR STOCKS AND DERIVATIVE
Provucts, by Mark J. Warshawsky with the assistance of
Dietrich Earnhart. September 1989. 23 pp.

New DATA ON TiHE PERFORMANCE OF NONBANK SuBsiDI-
ARIES OF BANK HOLDING COMPANIES, by Nellie Liang and
Donald Savage. February 1990, 12 pp.

BANKING MARKETS AND THE USE OF FINANCIAL SER-
VICES BY SMALL AND MEDIUM-S1zED BUSINESSES, by Gre-
gory E. Elliehausen and John D, Wolken, September 1990,
35 pp.

A REVIEW 0I CORPORATE RESTRUCTURING ACTIVITY,
1980-90, by Margaret Hastings Pickering, May [991.
21 pp.

162.

163,

164

165.

166.

167.

EVIDENCE ON THE S1ZE OF BANKING MARKETS FROM MOR'T-
GAGE LOAN Rarrs (v Twenty Crmies, by Stephen Al
Rhoades. February 1992. 11 pp.

CLEARANCE AND SETTLEMENT IN US. SECURITIES MAR-
kiers, by Patrick Parkinson, Adam Gilbert, Emily Gollob,
Lauren Hargraves, Richard Mead, Jefl' Stchm, and Mary
Ann Taylor. March (992, 37 pp.

THE 1989-92 Crinrr CRUNCH FOR REAL ESTATE, by James
T. Fergus and John L. Goodman, Jr. July 1993,
20 pp.

THi DEMAND FOR TRADE CREDIT: AN INVESTIGATION Ol
MoTivES FOR TRADE CREDIT USE BY SMALL BUSINESSES, by
Gregory E. Elliehausen and John D. Wolken. September
1993, 18 pp.

THE ECONOMICS 0F THE PRIVATE PLACEMENT MARKIT, by
Mark Carey, Stephen Prowse, John Rea, and Gregory Udell.
January 1994. 111 pp.

A SUMMARY OF MERGER PERFORMANCE STUDIES IN BANK-
ING, 1980-93, AND AN ASSESSMENT OF THI “OPERATING
PERFORMANCE” AND “EVENT STUDY” METHODOLOGIES,
by Stephen A. Rhoades. July 1994. 37 pp.
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ALASKA

HAWAII

LEGEND
Both pages
M Federal Reserve Bank city

a Board of Governors of the Federal
Reserve System, Washington, D.C.

NoOTE

The Federal Reserve ofticially identifies Districts by num-
ber and Reserve Bank city (shown on both pages) and by
letter (shown on the facing page).

In the 12th District, the Seattle Branch serves Alaska,
and the San Francisco Bank serves Hawaii.

The System serves commonwealths and territories as
follows: the New York Bank serves the Commonwealth

Facing page
* Federal Reserve Branch city

— Branch boundary

of Puerto Rico and the U.S. Virgin Islands; the San Fran-
cisco Bank serves American Samoa, Guam, and the Com-
monwealth of the Northern Mariana Istands. The Board of
Governors revised the branch boundaries of the System
most recently in December 1991.
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Federal Reserve Banks, Branches,

and Offices

FEDERAIL RESERVE BANK

Chairman

President

Vice President

branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON* ... 02106 Jerome H. Grossman Cathy E. Minchan
William €. Brainard Paul M. Connolly
NEW YORK* ............... 10045 Maurice R. Greenberg William J. McDonough
John C.. Whitehead Ernest T. Patrikis
Buffalo .................. 14240 Joseph J. Castiglia Carl W. Turnipseed!
PHILADELPHIA ........... 19105 James M. Mead Edward G. Bochne
Donald J. Kennedy Willtam H. Stone, Jr.
CLEVELAND* ... ... 44100  A. William Reynolds Jerry 1. Jordan
G. Watts Humphrey, Jr. Sandra Pianalto
Cincinnati ... 45201  John N. Taylor, Jr. Charles A. Cerino!
Pittsburgh ................ 15230  Robert P. Bozzone Harold J. Swart!
RICHMOND* .............. 23219  Henry J. Faison J. Alfred Broaddus, Jr.
Claudine B. Malone Walter A. Varvel
Baltimore ................. 21203  Michael R, Watson William J. Tignanelli'
Charlotte ... 28230 James O. Roberson Dan M. Bechter !
Culpeper ... 22701 Julius Malinowski, Jr.?2
ATLANTA ... 30303 Leo Benatar Jack Guynn
Hugh M. Brown Temporarily vacant Donald L. Nelson!
Birmingham .............. 35283 Patricia B. Compton Fred R, Herr!
Jacksonville ............. 32231 Lana Jane Lewis-Brent James D. Hawkins'
Miami ... 33152 Michael 1. Wilson James T. Curry UI
Nashville ..., 37203 James E. Dalton, J1. Melvyn K. Purcell
New Orleans ............. 70161  Jo Ann Slaydon Robert J. Musso
CHICAGO* ................. 60690  Robert M. tealey Michael H. Moskow
Richard (i, Cline William C. Conrad
Detroit ... 48231 John D. Forsyth David R. Allardice!
ST.LLOUIS ... 63166 Robert H. Quenon Thomas C. Melzer
John F. McDonnell W. LeGrande Rives
Little Rock ............... 72203 Janet M. Jones Robert A. Hopkins
Louisville 40232  Daniel L. Ash Howard Wells
Memphis ... 38101 Woods E. Eastland John P. Baumgartner
MINNEAPOLIS ............ 55480 Gerald A. Rauenhorst Gary H. Stern
Jemn D, Kinsey Colleen K. Strand
Helena ...............o. 0 59601 Matthew J. Quinn John D, Johnson
KANSAS CITY ............. 64198 Herman Cain Thomas M. Hoenig
A. Drue Jennings Richard K. Rasdall
Denver ............... 80217 Sandra K. Woods Kent M. Scott!
Oklahoma City ........... 73125 FEroest L. Holloway Mark L. Mullinix
Omaha ... 68102 LeRoy W. Thom Harold L. Shewmaker
DALLAS ... 75201  Cece Smith Robert D. McTeer, Ir.
Roger R. Hemminghaus Tony J. Salvaggio
ElPaso ................... 79999  W. Thomas Beard 11 Sammie C. Clay
Houston ... 77252 Isaac H. Kempner 111 Robert Smith, 111!
San Antonio 78295  Carol 1.. Thompson James 1. Stull!
SAN FRANCISCO ......... 94120  Judith M. Runstad Robert T. Parry
James A. Vohs Patrick K. Barron
Los Angeles .............. 90051  Anita L. Landecker John F. Moore!
Portland .................. 97208 Ross R. Runkel Raymond H. Laurence
Salt Lake City ............ 84125 Gerald R. Sherratt Andrea P. Wolcott
Seattle ..............oo.t 98124 George F. Russell, Jr. Gordon Werkema!

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; East Rutherford, New Jersey 07016; Jericho,
New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West Virginia 25311;
Des Moines, Towa 50306; Indianapolis, Indiana 46204; Milwaukee, Wisconsin 53202; and Peoria, [linois 61607,

1. Senior Vice President.
2. Assistant Vice President,





