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Profits and Balance Sheet Developments
at U.S. Commercial Banks in 1995

William R. Nelson and Brian K. Reid, of the Board’s
Division of Monetary Affairs, prepared this article.

Thomas C. Allard assisted in the preparation of

the data, and Lisa J. Sanchez provided research
assistance.

Continued high profitability and rapid growth of
assets combined to lift net incone of .S, commer-
cial banks almost [0 percent in 1995 to a record
$49 billion. Profitability, as measured by cither return
on asscts or return on cquity, edged up near the peak
level posted in 1993 (chart 1). Although net interest
income as a share ol average assets (ell slightly, the
decline was more than offset by a decline in net
noninterest expense (table 1), Provisioning for loan
and lease losses edged up, as did charge-olfs. but
both remained quite low. With delinquency rates for
real estate and business loans declining, overall Toan
quality continued to be very good, even though delin-
quency rates for consumer loans, particularly credit
card loans, rose sharply.!

The growth of assets last year resulted from the
expansion of bank loan portfolios, which posted their
largest increase in a decade, and, to a lesser extent,
from growth in trading accounts. Banks financed this
growth by increasing managed liabilities and core
deposits, by adding to capital, and by selling securi-
ties from their investment accounts.

L. Except where otherwise indicated, data in this article are from
the quarterty Reports of” Condition and Income (Call Reports) lor
insured domestic commercial banks and nondeposit trust companices,
The data, which cover all such institutions that fded Call Reports at
least once, consolidate information from foreign and domestic othices

and have been adjusted (o take account ol mergers. Size categoties ol

such instituwtions (in this article called banks), which are based on
assets at the start of cach quanter, are as tollows: the en fargest banks;
large banks, those ranked 11 through 100 by size; medum-sized
banks, those ranked 101 through 1,000 by size; and small banks, those
not among the fargest 1,000 banks. At the stait of the tourth quarter of
1995, cachi ol the ten largest banks had assets of more than approxi
matety $50 billion, large banks had assets between approximately
$7 billion and $50 billion, medium-sized banks had asscts between
approximately $300 million and $7 billion, and small banks had assets
ol less than approximately $300 million. Because of revisions, data
shown may not match data published in cachicr years, In the tables,
components may not sum to totals hecause of rounding,

I Measures of connnercial bank profitability, 1970 95

Percent Percent

Return on equity

— =I5
1o -
- 10
05 Return on assets
5
5

R 0 o O

1970 1975 1980 1985 1990 1995

Note. The data ae annual.

Banks retained more than one-third of  their
income, and capital- assct ratios generally remained
well above regulatory minimums. At year-cad, ncarly
all commercial bank asscts were at well-capitalized
institutions. Six banks failed last year with total assets
ol only $756 million—the smallest volume of asscts
at failed banks since 1979. Combined asscts at insti-
tutions classified by the Federal Deposit Insurance
Corporation as problem banks fell to $16% billion at
year-end, hall” of the amount at the end of 1994 and
3 percent of the amount at the end of the first quarter
of 1992, when assets at problem banks peaked.

o

1. Selected income and expense items, 1991 95

Pereent

Ttem 1991 I 1992 L 1993 | 1994 [ 1995
Nel taterest income ............. 3.6l 390 390 379 373
Net noninterest expense .. ....... 1.94 1.92 1.81 L76  1.62
Loss provisioning .............. 1.03 78 47 .28 .30

Realized gains on investment
aceount seeuritics ..., ... .. .09 1 09 -0l 01

[ncome before taxes and

extraordinary items ..., .. 73 1.32 1.70 1.74 1.81
Taxes and extraordinary ftems .| 22 41 .50 .58 63
Netincome .................. St 91 1.20 I.15 118
Dividends ... 45 4} .62 73 75
Retained income ............... 07 .50 .59 A3 43

Notr. Pereentage ol average net consoludated assets,
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2. Annual rates of growth of balance sheet items, 1986095

Peircent
MemMo:
Dece. 1995
ftem {986 1987 {988 1989 1990 1991 1992 1993 1994 {995 levels
(biltions
of dollars)
ASSEIS . 7.66 2.00 433 2.63 1.33 2.20 5.67 8.08 7.66 4,293
{nterest-earning assets ............. 7.82 3.08 4.04 223 1.98 2.55 6.54 531 7.75 3,723
Loans and feases (net) ........... 7.35 3.00 5.93 237 -2.65 -1,02 6.02 9.85 10.61 2,536
Commercial and industrial . ... 3.95 —-1.95 1.84 —-.68 -9.10 —4.10 52 9.34 12,27 658
Real estate L. 1746 16.56 12.43 i2.69 8.79 273 1.94 6.13 7.94 - 828 1,072
Booked in domestic offices ..| 17.06 17.11 11.99 13.02 8.54 2.90 2.57 6.17 7.68 8.43 1,045
Residential .............. 12.78 18.03 13.89 15.75 13.49 8.08 7.88 10.96 10.00 10.10 657
Nonresidential ........... 21,28 16.26 10,22 10.40 3.57 -2.82 -3.95 ~45 4,11 571 388
Booked in foreign oftices ...| 30.20 .84 27.03 16.65 -234 -17.80 4.66 18,37 2.80 27
Consumer .................... 8.33 4.55 7.64 37 —2.55 -1.53 8.92 16.03 9.99 533
Other loans and leases ........ -96 -5.33 -3.09 ~5.68 —4.90 —4.25 9.97 5.26 14.23 330
Loan loss reserves and
unearned income .. ... ... 941 44.36 -4.19 10.29 34 -3.78 -4.79 -5.89 -2.23 A5 58
Securities ... 9.92 494 3.27 8.45 16.23 12.29 12.26 —4.143 60 917
fuvestment account 10.26 7.51 293 X 8.19 14,42 1144 8.09 -1.71 -1.54 801
US. Treasury .............. 1.64 00 -580 -13.80 3.50 32.01 23.96 7.24 -8.44 -19.20 193
U.S. government agency and
corporation obligations .| 53,55 25.46 22.54 3342 24.01 15.88 12.77 9.62 .87 6.44 422
Other ...y 226 443 -2.46 . —0.69 -2.57 =5.19 6.07 2.52 4.35 186
Trading account .............. 6.21 —23.88 8.58 20.62 1187 38.88 21.01 51.94 —20.51 18.52 115
Other ...l 6.91 24 -5.82 -11.70 2.82 1.57 -7.89 3.28 7.62 271
Non-interest-earning assets ... ..... 6.63 -5.07 645 5.50 -3.09 -31 -487 30.24 6.59 569
Liabilities .................o o 7.66 2.18 4.05 237 1.01 1.37 5.10 8.32 7.22 3,944,
Core deposits ..................... 1879 -76 5.48 7.57 5.25 5.09 1.49 ~.16 3.96 2,292
Transaction deposits ............ 17.53 -6.04 2.65 242 3.38 14.63 547 -32 ~3.07 822
Savings and small time deposits ., 8.07 2.95 7.29 10.51 6.24 A8 —.85 -.06 8.36 1,470
Managed liabilitics! ............... 3.06 6.90 226 ~6.16 —6,18 -6.03 12.29 (7.64 1.6l 1,380
Deposits booked in foreign
oftices ...l -2.49 8.86 -1.77 ~1.08 -5.88 3.82 -5.85 15.08 30.89 5.13 454
Largetime ................ooo0 0 -1.06 12.16 922 -5.68 -19.73 -26.20 -9.21 8.74 19.55 260
Subordinated notes and
debentures ... 15.77 372 -4.26 16.98 20,99 4.69 34.89 10.82 9.24 6.61 43
Other managed liabilities ........ 12.13 78 5.45 10.12 -8.1 -1.34 7.0 22,18 13.02 11.66 623
Other .....ove i, -7.00 375 .08 4.36 -4,28 ~1.05 14.93 71.92 20,27 272
Equity capital ...................... 7.59 —.66 8.77 6.68 598 13.78 {2.56 5.26 12.06 349
MeMo
Commercial real estate loans® ..., .. n.a. n.i. n.a. n.a. na. -3.53 -5.18 -1.33 3.73 5.82 384

Noti. Data are [rom year-end to year-eod,

n.a. Not available,

1. Measured as the sum of deposits m loreign otfices, kuge time deposits in
domestic otfices, federal Tunds purchased and secunties sold under agreements
to resell, demand notes issued to the .S, Treasury, suboidinated notes and
debentures, and othier boriowed money

Because of continued industry  consolidation, the
number of commercial banks at year-end 1995 had
fallen below 10,000; nevertheless, employment in the
industry remained essentially unchanged.

BATANCE SUELT DEVELOPMENTS

Bank asscts continued to grow briskly in 1995
(table 2). Although measured asset growth was down
slightly from that in the previous year, growth in
1994 had been exaggerated by an accounting change,
which had boosted reported non-interest-carning
assets.? The 1995 increase in bank assets was due to

2. Since the beginning ol 1994, Financial Accounting Standards
Board Interpretation No. 39 (FIN 39) has restricted banks from nelting
the values of ofl-balance-sheet derivatives multilaterally across coun-
terparties (although under certain conditions it does permit netting ol

2. Measured as the sum of construction and land development loans secured
by teal estate; real estate loans secwred by nonfarm nonresidential properties;
and loans 1o finance commercial real estate, constiuction, and land development
activities not secured by real estate.

growth in all the major loan categories---commercial
and industrial, real estate, and consumer. This growth
resulted from increased demand for credit by both
businesses and  houscholds and  from cfforts by
hanks to boost lending. As the year progressed, loan
growth slowed owing to a slowdown in overall credit
demand, an increase in the share of that demand met
by capital markets, and a stabilization ot bank lend-
ing standards.

the values of derivatives extended to a single counterparty). Deriva-
tives used for trading purposes that have positive value are to be
recorded as an asset, and those that have negative value as a liability.
"This change boosted bank assets in 1994 about 2 percent, one-third
ol the change in bank assets reported for that year. Uxcluding the
elfects of FIN 39, bank asscts grew 5Y2 pereent in 1994 and 7Y per
cent in 1995, For a more detailed discussion of these issues see
William B. English and Brian K. Reid, “Profits and Balance Shicet
Developments at US. Commercial Banks in 1994 Federal Reserve
Bulletin, vol. 81 (June 1994), pp. 548 49,



Profits and Balance Sheet Developments at USS. Commercial Banks in 1995 485

Loans to Businesses

In part because ol strong demand, banks in 1995
posted the largest percentage increase in commercial
and industrial (C&I) loans in fifteen years. Data from
the balance sheets of nonfarm nonfinancial corpora-
tions provide some information on the sources of the
increased demand (chart 2). The excess of corporate
investment in plant, cquipment, and inventorics over
internally generated funds—the financing gap—
surged 10 $60 billion in 1995, 1n addition, these firms
substituted away from bonds and cquitics toward
shorter-term financing, including bank loans, cspe-
cially carly in the year.

The findings from the Federal Reserve’s quarterly
Senior Loan Officer Opinion Survey on Bank [.end-
ing Practices (LPS) suggest that the demand for C&l
loans rose not only from larger corporations but also
from small businesses and middle-market firms

2. Financing gap and Tunds raised, 199095

Billions ot doliars

Financing gap

)

L0 [ |

Funds raised
Short-ten debt

< Long-term debt

Net equity
--- 100

B I I B

1993 1994 1995

S I—

1990 1991 1992

Notr. The data are quarterty, four-quarter moving averages. All data are for
nonfarm nonfinancial corporate businesses. The linancing gap 15 the difterence
between capital expenditues and internally generated tunds Net equity s tunds
raised in cquity markets less funds used to repurchase equity. Long-term debt
is the sum of the net ssuance ol industrial revenuwe honds, corporate bonds,
aud motlgages. Short-tenm debt is the sum ol the change in outstanding bank
and other loans and the net issnance of commuercial paper.

Sourct, Flow ot tunds accounts, table 104

3. Netpercentage of selected Tarpe commercial banks that
experienced increased demand for commereial and
industrial loaus, by size ol firms seeking loans, 1991 96

Percent

Medium firms

Small firms

Large firms
o -— 20

RS LS DU N SN I

1991 1992 7 1993 1994 1995 1996

Nori. The data are quarterly Net percentage is (he percentage ol banks
reporting an increase less the percentage reporting a decrease. The definition for
lirm size suggested for, and geneially used by, survey respondents is that
medium fums are those with sales between $50 million and $250 million,

Sourcr. Senior Loan Officer Opinion Sutvey on Bank Fending Practices.

(chart 3).% Banks attributed this increase in demand to
customer inventory financing, to investment in plant
and equipment, and to merger and acquisition financ-
ing by larger customers.

The results from the LPS also suggest that casier
lending standards contributed to the surge in C&l
loans. On cach of the first three surveys last year,
morce respondents indicated that they had cased stan-
dards on these loans over the preceding three months
than indicated that they had tightened standards
(chart 4). Throughout the year, banks that cased gen-
crally stated that they did so primarily because of
increased competition from other banks and, to a
lesser extent, from nonbank lenders. Another Federal
Reserve survey- the Survey of Tenns of Bank [Lend-
ing (0 Business—showed an  easing ol terms
(chart 5).% According to the survey, average spreads
of loan rates over market rates fell for loans of all
sizes. Indeed, spreads on large loans fell to levels that
had last prevailed in the mid-1980s; however, spreads
on smalter loans remained somewhat clevated rela-
tive to their levels in the late 1980s.

3. About sixty domestic commercial banks Irom the twelve Federal
Reserve Districts are surveyed by the LIPS, Most of them are Targe: As
of December 31, 1995, these banks” asscts totaled $1.3 trillion, about
one-third of the assets of domestic commercial banks,

4. 'The Survey of Terms of Bank Lending to Business collects data
on lending rates from a sample of more than 300 commicicial banks,
These banks accounted for 57 percent of the volume ol C&I loans
outstanding at the end ot 1995, Data are collected on the terms of C&l
loans made by these banks during the first full week ol the middle
niouth ol cach quarter.
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The expansion of C&I loans last year was uneven,
with growth slowing from 17 percent in the first half
of 1995 to 6'2 pereent in the second half. Long-term
interest rates fell over the year, increasing the attrac-
tiveness of bond financing. Furthermore, business
investment was much lower in the fourth quarter than
carltier in the year, and with profits remaining high,
the need for external finance declined. In addition,
the net number of respondents to the LPS that indi-
cated casing standards on business loans tailed off
over the year, In fact, after ten consecutive quarters
in which banks reported having cased standards,
respondents, on net, reported no change in standards
in the fourth quarter of last year and indicated a slight
tightening of standards in the first quarter of 1996.

The L.PS respondents reported little change in stan-
dards for commercial real estate loans on cach of last
year’s surveys. Nevertheless, banks expanded their
portfolios of these loans 5% pereent, the scecond
consccutive year of positive growth following three
years of decline. With lending standards reportedly
little changed, this increase presumably resulted from
greater demand. Indeed, as evidenced by rising prices
and falling vacancy rates for commercial propertics,
the health of the conmunercial real estate sector has
improved markedly over the past two years. In addi-
tion, the share of bank assets included in the category
“other real estate owned™ fell nearly one-half for the
second straight year. Banks usually acquire these
assets when they foreclose on loans collateralized by
real estate. The decline in banks’ holdings of these
assets likely reflects both the greater ease with which

4. Net pereentage of selected Targe commercial banks that
tightened credit standards for commercial and industrial
loans, by size of firms seeking loans, 1990 96

Percent

Large fiems

Medium firms

Small firms

Lo

1994 1995 1996

I L. 1 A A

1990 199t 1992 1993

Notk. The data are quarterly. Net pescentage is the percentage of banks
teporting tightening less the percentage seporting casing. Size categoues for
firms are defined in the note o chart 3.

SOURCE. Sentor Loan Otficer Opnnon Survey on Bank Lending Practices.

5. Average C&l oan rate spread over average lederal Tunds
rale, by size of loan, 1986 96

Basis points

Less than $100 thousand

—— 500

- — 400

— -- 300
$100 thousand to $999 thousand

- $1 million and more — 200

U A W, T
1986 1988 1990 1992 1994 1996

No1r, The data are quaterly,
SOURCE. Sutvey of “Terms of Bank Lending to Business, Pederal Reserve
Board statistical release 1.2,

they can sell this real estate and a reduced number of
new foreclosures.

Loans to Households

Banks increased their share of home mortgage out-
standings last year. Total home mortgage outstand-
ings increased 6 percent, while banks’ holdings of
these loans grew 10 percent. Although the volume
of total outstandings expanded briskly throughout the
year, growth of banks’ holdings of these loans decel-
crated from an annual rate ol 13 percent over the first
two quarters ol 1995 1o an annual rate of 2¥4 pereent
in the fourth quarter. The rapid expansion ol banks’
mortgage holdings carlier in the year resulted, in part,
from the popularity of adjustable-rate mortgages. At
the beginning of 1995, nearly 60 percent ol new
mortgages carricd adjustable rates (chart 6). Baoks
are more likely to keep on their books adjustable-rate
mortgages, which have repricing frequencics more
closely matching those of standard bank liabilitics,
than fixed-rate mortgages, which tend o be securi-
tized. The share of mortgages with adjustable rates
peaked as the interest rates on {ixed-rate mortgages
crested in late 1994, Rates on fixed-rate mortgages
fell as 1995 progressed, however, and the share of
adjustable-rate mortgages declined.

The expansion in consumer loans on banks’ bal-
ance sheets slowed noticeably last year [rom the
torrid pace recorded in 1994, However, il loans they
originated but then sold are added to those on their
balance shects, banks’ consumer lending  grew
16Y4 percent last year, about the same as the pace in
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6. Pixed-rate mortgape cate and adjustable rate monpape
LRy . ¢
proportion of new loans, 1993 96

Perceut Percem ’
60 -
)
50 - -
I'RM rate
40 -
30 e ARM proportion
-t e

- 7

20
I B L

1995 199

1993

1994

Note. The data are monthly and are not seasonally adjusted. The FRM rate s
the average contract 1ate on thirly year, lixed-rate conventional home mortgage
commiuments. The ARM propottion s the number ol adjustable rate morigages
closed as @ percentage ol all conventional home purchase mortgages closed at
niyor fenders,

Sourcr., Federal Home Foan Moitgage Corporation,

1994 (box). This continuing surge in consunier lend-
ing reflected, in part, the high level of consumers’
purchases of durables. A small part of the rise in
consumer debt may have resulted from increased
use of credit cards, possibly resutting from the wider
acceptance of credit cards at nontraditional outlets,
such as grocery stores, and from the growing popular-
ity ol special incentive programs, such as cards that
carn frequent-flice miles. Liven il these charges were
paid ofl’ cach month, average outstanding balances
would rise.

/. Sccurities held momvestment accounts as a shine ol bank
assets, 1986 95

Percent

21

SR N S EU R ES R VO R

1986 1988 1990 1992 1994

Nor, The dita are quarterly

Basier lending terms and standards and increased
marketing cftforts by commercial banks also likcly
contributed 10 the growth in consumer loans. On cach
quarterly LPS in 1995, respondents, on net, indicated
greater willingness to make consumer installiment
loans. Also suggestive of a growing availability of
credit ts the behavior of the credit card utilization rate
(the ratio of credit card balances to total credit lime-
its), which edged down over the year to 23 percent
despite rapid growth in ciedit card receivables. How -
cver, standards for approving credit card applications
may be firming: On uet, onc-fourth of the respon-
dents to the January 1996 1.PS said that they had
tightened such standards over the previous three
months,

Securities

Total holdings of sccuritics were litte changed last
year, as increases in trading accounts about equaled
declines in investment accounts. Banks used the sale
ol investment account seeuritics as a source of funds
{or the second straight year. Nevertheless, these seeu-
rities still make up a larger share of bank assets than
they did in the late 1980s (chart 7). Morcover, at
the end of 1995, banks enhanced the liquidity of
their investment account sccuritics by significantly
increasing the share classified as “available for
sale.””»

5. The Financial Accounting Standaids Board’s Statement of
Fhuancial Accounting Standads No. TS, implemented at the begin-
ning of 1994, requires all banks to partition their investment account
securitics into those that are available for sale and those that are to be
held o maturity. Sccurities to be held to maturity are valued at
amortized cost, with fluctuations in market value reflected neither m
income nor on the balance sheet. T contrast, those available for sale
are vatued at fair (market) value, with the revaluations ol price
reflected in equity (but not income). At the time of the initial classili-
cation, the federal regulatory agencies had not yet indicated whether
regulatory capital would be affected by the revaluations of available-
for-sale sccuritics. Subscequently, the agencies decided  that such
revaluations would not atfect regulatory capital. On average, banks
initialty divided (heir investinent accounts about evenly between the
two classifications.

In part because ol the timing of the decision on capital for regula-
tory purposes, but also because many banks were surprised by the
stringency of the rules governing the sale of held-to-matutity securi
tics, the Financial  Accounting Standaids Board  allowed  banks,
between November 15 and December 31, 1995 to make a one- time
reclassification ol their investment account securitics. Many  banks
took advantage of this opportunity. On average, commercial banks
had increased the share of their investent account securities classi-
fied as “available tor sale” from about 50 percent al the end of the
third quarter to about 80 pereent at year-end. On the Januaty 1996
LPS, most respondents said (hat they had reclassibied securities and
that they had done so in order to increase their liquidity or flexibility.
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In 1995, the outstanding volume of securitized consumer
loan receivables from all originators increased 40 percent,
and the volume of these securities backed by loans origi-
nated by banks jumped 53 percent. At the end of the year,
$200 billion of these securitics was outstanding, $125 bil-
lion of which was backed by loans originated by banks. Of
the dollar volume of consumer loans originated by banks,
20 percent was securitized, up nearly 5 percentage points
from the end of 1994. .

Despite the magnitude of this market, public issuance of
securities backed by consumer loans dates only to 1985,
when securities backed by automobile loans were first intro-
duced. Publicly issued securities backed by credit card
receivables were not introduced until 1987, but they have
since come to dominate the market: At year-end 1995 they
accounted for 69 percent of the securities backed by
consumer-loan receivables outstanding and 93 percent of
those backed by consumer loans originated by banks.
Besides automobile loans and credit card receivables,
mobile home loans, boat loans, and unsecured personal
loans have been securitized.

Asset-backed securities can take a variety of forms
depending on the type of loans used as collateral. Securities
backed by automobile loans or other types of amortizing
loans usually pay both principal and interest over their life.
In contrast, for securities backed by credit card receivables,
the most common form is either a bullet maturity (for which
the principal is repaid in one lump sum) or controlled
amortization (for which only interest is paid for a specified
period and then the principal and interest are both paid for a
much shorter period). Asset-backed securities with fixed
rates are generally priced in relation to comparable-maturity
Treasury securities, whereas those issued with floating rates
tend to be priced in relation to money market rates. Maturi-
ties of asset-backed securities are typically around three

Securitized share of banks’ consumer loan

The Market for Consumer-Loan Asset-Backed Securities

years, but they can vary from three months to about ten
years.

Most consumer-loan asset-backed securities carry a
triple-A rating from at least two rating agencies. To achieve
this rating, various credit enhancements are used. Among
these enhancements are set-asides to absorb losses and
third-party guarantees. Another widely used enhancement is
the creation of a lower-rated subordinated class of security
that pays off only after obligations to the senior security
have been met.

The largest issuers of consumer-loan asset-backed secur-
ities are the finance subsidiaries of automobile manufactur-
ers, banks that specialize in credit card lending, and
nonbank issuers of credit cards. The securities are held by
various investors, including insurance companies, retire-
ment funds, and mutual funds—many of the same institu-
tions that hold corporate bonds and mortgage-backed
securities. Indeed, because of the substitutability between
collateralized mortgage obligations (CMOs) and securities
backed by consumer loans, the market for the latter may
have benefited from the well-publicized losses some inves-
tors took on CMOs when interest rates rose in 1994,

The results from the May 1996 LPS provide some infor-
mation on why the pace of securitization picked up last
year. The respondents that had increased the volume of
their consumer loan securitizations over the preceding
year gave several reasons for the increase. Two reasons
commonly cited were that consumer loan originations had
increased more rapidly than their bank’s willingness to hold
such loans on its books and that their bank had become
more proficient in effecting securitizations. To a lesser
degree, the respondents also attributed the increase to the
capital markets’ greater receptiveness to consumer-loan-
backed securities as well as the increased cost of funding
consumer loans on their bank’s balance sheet.

Outstanding consumer-loan asset-backed

1988 1989 1990 1991 1992 1993 1994 1995

outstandings, 1987-95 securities, by type of lean, 1989-95
7777777 Percent Billions of dofiars
B Credit card
[} Automobite arfd other
— —20 — 200
. — 150
_ e I l l o
— - l l g L — 50
18 ot R SN NN PR R N N L 1 Lo L1
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Banks actually sold a larger percentage of their
investment account securitics than indicated by the
decline in book value because, on average, upward
revaluations of the prices of available-Tor-sale scecuri-
ties boosted their reported value. 11 available-for-sale
securitics were valued at amortized cost, investiment
account securitics would have declined 3% percent
last year rather than the 1Y percent drop actually
recorded on banks™ books.

Liabilities

lior the third consecutive year, banks relied heavily
on managed labilities to fund asset growth. In 1993
and 1994, the use ol managed liabilitics was concen-
trated in non-deposit instruments, such as borrowings
from forcign offices and senior bank notes, which are
not subject to deposit insurance premiums.© In 1995,
banks relied less on borrowings from abroad and
more on large time deposits o fund growth. They
may have chosen this source ol funds, in part, be-
cause ol the significant reduction in deposit insurance
premiuim rates that took place last year.” Though
insured only to $100,000, large certificates of de-
posil, unlike deposits booked abroad and senior bank
notes, arce included in the assessment base used to
determine deposit insurance premiums, bven so, the
reduction in deposil insurance premiums appears not
1o have been the only lactor influencing banks” choice
ol managed liabilities last year: The tastest growth in
large time deposits occurred in the first quarter,
before the reduction in deposit insurance premiunis.
Furthermore, banks again last year issued a large
volume of senior bank notes, which, as stated above,
are not subject 1o deposit insurance premiums.

After declining in 1994, core deposits were a sig-
nificant source ol new funds for banks in 1995,
although their growth did not keep pace with the
growth in assets. Interest rate developments in 1995
probably boosted houschold demand for retail depos-
its (chart 8). As market rates declined over the year,
yiclds on these deposits, which tend to change more
slowly than market rates, became relatively more
attractive. Furthermore, as the yield curve lattened,
current yiclds on longer-term assets, such as bond

0. Scunior bank notes, which are included in “Other managed
liabilities” in table 2, are non-deposit seeurities typically issued by
banks in the medium-term note market. "They are senior to subordi-
nated debt.

7. The reduction in deposit insurance preminms is discussed in the
seetion “Noninterest Lxpenses,”

mutual funds, fell relative to those on shorter-term
assets, including retail deposits, possibly also adding
to houschold demand,

Within core deposits, balances in  transaction
accounts declined, and those in savings accounts
rose. This shift resulted in large part from the estab-
lishinent of “sweep™ accounts at many banks. These
programs sweep funds out of transaction accounts,
against which banks must hold reserves, into savings
accounts, against which they need not hold reserves.
By reducing the amount of required reserves, which
do not carn wnterest, sweep programs free funds to be
invested in interest-carning assets, thereby inereasing,
profits. In 1995, thirty bank holding companies, rep-
resenting 220 separately chartered commercial banks
and thrift institutions, instituted sweep programs. The
current amount being regularly swept is unknown,
bul as a rough indication of the size of these sweeps,
the total amount swept at the initiation of these
programs was $48 billion,

TRENDS IN PROFITABILITY

Net income ol US, commercial banks  jumped
9% pereent last year. The industry’s return on assets
(ROA) rose to 18 percent, marking the third con-
secutive year that banks have carned a return on
asscts appreciably higher than the historical average.
The increase in prolits was widespread, with two-
thirds of comercial banks posting gains and average
ROAS rising in cight ol the twelve Federal Reserve
Districts. Banks paid out most of the profits in divi-
dends, but they also retained a substantial volume of

8. Sclected interest rates, 1987 96:01

Percent
Six-month certificates "
of deposit
Six-month 6
Treasury bills
Savings accounts 4
NOW accounts 2

N L

1987 1989 1991 1993 1995

Notr, The data are monthly, Rates wre at commercial banks, Savings
accounts include money nuuket deposit accounts.
Sourcrs, Federal Reserve Board statisteal releases HLO and 1115,
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earnings. These undivided profits, along with capital

gains on available-for-sale securities, accounted for

three-quarters ol the increase in cquity capital.

Most money center and regional bank holding
companies increased dividends last year. The contin-
ued high profitability of commercial banks supported
a rally in the stocks of bank holding companies
(chart 9). Even though the rally faded during the
fourth quarter, indexes of stock prices of money
center and regional bank holding companies rose
about 50 percent for the year, compared with about
35 percent for the S&P 500 index.

Total Revenue

Profits were lifted last year by a 6% percent increase
in total revenue—noninterest income plus net interest
income. Net interest income as a share ol assets
was below the peak reached a few years ago, but
it remained quite high by historical standards
(chart 10). In general, this ratio has been trending
higher for at least twenty-five years. The rise likely
reflects, in part, greater riskiness of bank assets over
the period: After subtracting loan-loss provisioning,
the ratio of net interest income to assets shows no
evidence of an upward trend, although it has been
wide in recent years when the level of provisioning
has been very low.

Since 1992, banks have been able to maintain their
wide net interest margins despite narrower spreads on
business loans and an increased reliance on large
certificates of deposit and other managed liabilities.

9. Stock price indexes, 1995-April 1996

Index, January 3, 1995 = 100

— — 175
Money center
bank holding companies
— 150
S&P 500
— 125
Regional and money center
bank holding companies
— 100
| L J
1995 1996

Nuir, The data are weekly; the bunk indexes end Apiil 24, 1996, and the
S&P 500 index ends April 26, 1996, The bank indexes we for eight money
center bank holding companies and torty-two regional bank holding companices
as defined by Saulomon Brothers,

Sourct s, Salomon Brothers and Standard and Poor's Corporation.

10.

Ratio of net interest income (o total assets,
1970- 95

Percent of assets

Net interest income

<o 3.5
= 30
Net interest income
- less provisioning - 5
N 0 O 5 O O T T e T O T O O I
1970 1975 1980 1985 1990 1995

Nour. The data are annual. The senes e adjusted o remove the elfeets ol
breaks in definitions.

They have kept these margins partly by increasing
the share of loans, which generally carn higher inter-
est rates than securities, in their portfolios of interest-
carning assets. Furthermore, they have increased
the fraction of their loans that are consumer loans,
which carry particularly high rates. 'The higher rates
on consumer loans compensate banks for the addi-
tional risk associated with these loans, which have
higher charge-off rates than business and real estate
loans.

Banks also have been aggressive in generating
noninterest income, and the share of total revenue
accounted for by noninterest income has incrcased
over the past decade (chart 11}, A small part of the
gain has come from higher fees on deposits, and
some of the gain has come from revenues derived
from trading and fiduciary activities (including trad-
ing gains from derivative products held or created
by banks). Most of the increase, however, has come
from the broad category “other noninterest income.”

Some types of other noninterest income are fee
income from servicing real estate mortgages, income
for performing data processing services, and income
from providing lockbox services such as collecting
and processing utility bills. Fees associated with
credit cards—fees carned from securitizing credit
card receivables, merchant credit card fees, and peri-
odic fees paid by holders of credit cards—are also an
important source of other noninterest income. In
1995, for instance, credit card banks- -banks for
which credit card loans account for at least 90 percent
of their loans—ecarned about 25 pereent of the indus-
try’s other noninterest income but held only 3 percent
of commercial bank asscts.
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Nouninterest Fapenses

Noninterest expenses, which do not include loan-loss
provisioning, grew 4V percent in 1995, In part, banks
benefited from the $2% billion drop in deposit insur-
ance premiums. The recapitalization of the Bank
Insurance Fund led the Pederal Deposit Insurance
Corporation (FDIC) in August 1995 to lower premi-
ums per $100 of deposits from twenty-three cents o
four cents for well-capitalized banks. The change was
made retroactive o June 1995, and because banks
pay their premiums in advance, they received a rebate
of $1% billion. In November, the FDIC announced
that it was setling the assessment rate at zero for
well-capitalized banks for 1996. Consequently, most
bunks are to pay only the legal minimum, an annual
fixed amount of $2,000.

From a broader perspective, banks have made sub-
stantial progress toward improving their overall oper-
ating cfficiency. One common imcasure of cfficiency
is the ratio of noninterest expenses to total revenue
(chart 12). This ratio has been trending downward for
the past decade, although it rose carly in the 1990s in

1. Total nonimterest income and s components as o share
ol total revenue, 1985 95

Percent

Total

Components

Other noninterest income - 0
,,,,, - 15
- Trading and Deposit fees 10

fiduciary income

LT

1985 1990 ) 1995

part because of higher deposit insurance premiums
and losses on other real estate owned.

A major factor contributing to the decline in the
ratio of noninterest expenses to total revenues s
that employment costs as a share ol total revenues
have fallen over the past decade. Most of the
improvement occurred between 1987 and 1992, when
bank employment fell from 1.57 million to 1.48 mil-
lion. Since then, employment has held near the lower
fevel, and employment costs have risen at about
the same rate as total revenue. ‘The growth in costs

12, Bank noninterest expenses, cimployment, and otfices,
198S 95

Percent of total revenue

Noninterest expenses

—= 68
— 66
— 64
1
Millions
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33
1.54
31
Employment cost
t.52
s Level of employment - 29
148 - - 27
N Y N N B |
Thousands
o7 Bank offices and occupancy cost o
— U
65 -— 105
63 - -~ {0
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bank offices 9.5
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59 Occupancy cost
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Note The data are anoual,
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reflects higher average compensation per employee,
which rose |5 percent between 1992 and 1995, com-
pared with a [0 percent increase in the average
compensation of private industry workers.

Another factor contributing to overall efficiency is
a drop in occupancy costs relative to total revenue.
The decline has occurred despite a rise in the number
of bank oftices. Two factors likely have helped con-
tain occupancy costs. First, the depressed commercial
real estate market during the carly 1990s held down
property costs. Second, banks have become more
aggressive in closing high-cost branches and opening
less costly ones; for instance, a number of banks have
been closing stand-alone branches and opening
branches in supermarkets.

Loss Provisioning and Asset Quality

The improvements in bank operating cfficiency and
the increases in total revenue started to show through
to profits a few ycars ago when banks began to
reduce their provisioning for loan and lease losses,
which had been clevated for several ycars. Even
though provisioning increased slightly last year, it
remained low. About half the increase was at credit
card banks. Despite the additional provisioning at
these banks, they remained very profitable, with an
average return on assets near 3 percent, more than
twice the industry average.

Banks again kept provisioning in line with net
charge-offs (chart 13), leaving the level of loss
reserves about unchanged. The level of loss reserves
has not changed appreciably since 1990. Noncthe-
less, banks appear to have set aside ample reserves
for future loan losses. The reserve-to-loan ratio and

3. Reserves lor foan and lease [osses, toss provisioning, atd
tict charge-olts as a pereentage ol loans, (980-95

Percent

Reserves for loan and lease losses

Loss provisioning — 2

Net charge-offs

S I O OO N (N

1980 1985 1990 1995

Noie. The data are annual,

the ratio of reserves to delinquent loans in 1995 were
well above their historical averages. In fact, more
than 500 banks, by reducing loan-loss reserves,
boosted total reported profits about $1 billion.

Banks were able to hold provisioning at a low level
because bank asset quality remained excellent last
year (chart 14). Decreases in delinquency and

14, Delinquency and charge olt rates, by type ol oan,
1987--95

Percent Percent

Delinquency rates'

- Real estae O
Commercial
and industrial
— 4
Consumer
-— 2
{ f L ! | |
Charge-off rates?
Consumer
-— 2

Commercial
and industrial

Real estate

[ I L l | i I I
1987 1989 1991 1993 1995

Nori, The data are quarterly and are seasonally adjusted. Delinquent loans
are loans that are not accruing interest and those that are accruing interest but are
more than thirty days past due,

1. The delinquency rate for a category of loans is the category’s average level
of delinquent loans for the period divided by the category’s average level of
outstanding loans for the petiod, The first period plotted is 1987:Q2.

2. The charge-off rate for a category of loans is the category’s annualized
charge-ofts for the period, net of recoveries, divided by the category’s average
level ol outstanding loans for the perod.
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charge-off rates for loans made (o businesses about
offset the deterioration in loans to houscholds. Favor-
able experience with commercial and industrial loans
persisted, cven though banks reported on the 1LPS
having relaxed standards during the previous two
years. The quality of comniercial real estate loans
continued to improve as the conunercial property
market strengthened (chart 15). Reductions in delin-
quency rates on these loans accounted for the better
quality of overall real estate loans, as delinquency
rates on home mortgages rose slightly.

Significant increases in delinquency and charge-oll

rates were registered for consumer loans. By year-
end the delinguency rate had risen to 4 percent for
credit card loans and (o 3 percent for other consumer
loans. Respondents to the November LPS who
reported higher delinguency rates on consutner loans
attributed the rise primatily to increased houschold
debt burdens. Some banks noted that an increased
willingness of” borrowers to declare bankruptey and
slower cconomic growth in their markets also con-
tributed. Most of the respondents characterized their
actual delinquency experience last year as about what

15, Delinquency rates for real estate and cousumer loans,
by components, 1991 95

Percent

Real estate loans

Commercial real estate

- ~ 5
Home mortgages
b |
Consumer loans
Credit card loans 5
4
Other consumer loans

— -~ 3

U A U DU I
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Notr. The daticare quanterly and e not seasonally adjusted. The vates we
the end-of-period defmquent loans divided by the end ot petiod outstandings,

they had expected, suggesting that much ol the
decline in quality was already built into the pricing of
such loans.

Changes in Capital

Bank cquity capital grew $37% billion last year, a
12 pereent increase from 1994, Retained carnings
accounted for about hall” the advance. The 1995 bond
market rally also generated about $11 billion in capi-
tal gains on sccurtties classificd as “available for
sale.”” These capital gains and losses are reflected, on
an after-tax basis, in bank cquity. even though they
do not affect reported income.

However, because these capital gains and losses
are not included in regulatory capital, tier 1 capital
rosc only 7 percent.® 'The pereentage increase in tier |
capital ncarly matched the rise in assets, leaving
the leverage ratio about unchanged (chart 16). Risk-
based capital ratios - the total and the tier | ratios-
declined a bit because ol the rapid growth of risk-
weighted  assets. Loans, which gencrally carry a
higher risk weight than securities, made up a larger
share of bank assets last year than in 1994, Even so,
the fraction of industry assels at well-capitalized
banks— adjusted for bank examiners’ ratings  rosc
to 96 pereent by year-end, up from just 30 pereent at
the end ol 1990).

DEVELOPMENTS IN 1990

During the first quarter of 1990, bank asset growth at
domestic offices was near the moderate pace regis-
tered in the fourth quarter of last year. Business loan
demand remained danmiped, likely because of an
apparent softening in inveuntory investment as firms

8. The regulitory agencies’ visk based capital guidelmes are based
on the Basle Accord and were miodilied by the Federal Deposit
Insurance Corporation tmprovement Act of 1991, The tier | ratio is
the ratio ol tier | eapital o visk-weighted assets. The total ratio is (he
ratio of the swm ol tier 1 and tier 2 capital (o tisk- weighted asscts.
Tier | capital includes mainly common equity (excluding capital gains
and losses in investment account securitios classified as available tor
sale) and certain perpetual preferred stock, Tier 2 capital consists
primarily of tier | capital, subordinated debt, non- tier 1 preterred
stock, and loan-loss eserves. Risk-weiphted assets are caleulated by
multiplying the amount of assets and the credit cquivalent amount of
ofl" balatice-sheet tems by the tisk weight for cach category. The
leverage raho is the ratio of tier | camtal 1o average total assets.

For a summary ol the evolution ol risk based capital standards, sce
Allan D. Brunoer and Wiltiam B. English, “Profits and Balance Sheet
Developnients at LS. Commercial Banks in 1992 Federal Reserve
Bulletin, vol. 79 (luly 1993), pp. 661 62,
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16. Regulatory capital ratios, and share of industry assets at
well-capitalized banks

Percent

Regulatory capital ratios,
1990-95

Total (tier 1 + tier 2) ratio

Tier 1 ratio - 10
Leverage ratio — 8
I
Share of industry assets at well-capitalized
banks, 1990:Q4-95
—_ -— 80
-_ — 60
— ~— 40
L

1995
Note. The data are quarterly. For definitions of tier | and tier 2 capital and
leverage ratio, see text footnote 8.

1990 1991 1992 1993 1994

sought to bring inventories more in line with sales.
Consumer loans, especially credit card debt, contin-
ued to grow rapidly.

Indexes of stock prices of bank holding companies
were up about 10 percent to 15 percent early in the
year following the release of strong fourth-quarter
earnings reports. However, late in the first quarter
these indexes began to back off somewhat. Bank
holding companies released earnings reports for the
first quarter of 1996 that were quite good—ROAs
were up compared with the first quarter of 1995, and
banks continued to maintain wide net interest
margins. Although several firms reported reduced
earnings because of special charges to cover merger-
related expenses, their underlying operating profits
were strong.
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AL Report ol income, all msured domestic commercial banks and nondeposit trust companies, (98695

Miltions ot dollars

[tem 1080 1 1987 i [ORK 198 ‘ 1990 | 1Out i 1992 1 1993 J 1904 ’ 1995

Gross interest HICOME ... 239,084 245,089 274,144 317,075 320,185 289853 257,037 244,892 257419 303,054

Taxable equivalent . ..o 249,984 250085 279,714 321,281 323,826 293,040 260018 247,773 260,182 305,692

Loans ... o o e 176,722 iR0,648 202,853 237,825 238,678 214364 186,311 178,517 190,025 227,545

SECUTIHES .o 38,469 39,485 42,199 46,724 50,987 52618 52,051 48,727 48,379 S1L,HE
Gross lederal funds sold and reverse

tepurchase agrecinents oo L 9,07t 9,033 10,639 13,061 12,547 9,128 5,926 4,799 6,422 9,752

Oher oo 14,720 5,923 18,453 19,463 17,970 13,745 12,748 12,847 12,593 (4,643

Gross interest expense
Deposits ..
Gross federal funds purchased and

143,741 145,166 160,345 205,094 204,822 167848 22,788 105,671 10,963 148,376
118,284 115,807 130,310 157484 161,365 (3R9I7 99,038 79,550 79214 105420

repurchase agreements ... 15,971 15,926 (8,963 24,898 22,769 14,359 9,279 8,449 12,481 18,425
Other ..o o 9,484 13,432 17,073 22,712 20,686 14,572 14,471 17,672 19,268 24,523
Net interest income . ... .o 95,343 99,923 107,799 1IL,981 115363 122005 134,249 139,221 146,456 154,678
Taxable cquivalent ... 106,243 105,919 113,369 116,187 119,004  125,(92 137,230 (42,102 149,219 157,316
Loss provisioning! ... 22,356 37,891 19,777 31,304 32,275 34,808 26,860 16,843 10,972 12,618
Nogintergst income ............ ... 36,381 41,913 45,720 51,599 55,675 60,650 67,163 75,870 77,225 83,890
Service charges on deposits 8,020 8,758 9,532 10,272 11,444 12,842 14,178 14,905 15,306 16,075
Income from fiduciary activities . ..., ,319 7,145 7,526 8,314 8,881 9,456 10,472 11,203 12,128 12,449
loreign-exchange gans and fees ... ..., 1.055 2,496 2,179 2,231 2.816 2,631 3,346 3,231 2,071 2,713
Trading income 1,303 1,064 1,512 1,819 2,03% 3,331 2,927 6,010 4,178 3,625
Other ... oo oo 19,082 22,451 24,970 28,962 30,494 32,388 36,237 400,523 43,543 48,580
NORIRIETES CXPENSE L oo 91,096 47,857 103,062 108,995 116,559 126,050 133,143 140,602 145,051 151,222
Salaries, wages, aud cmployee benefits .1 43,327 45,405 47,134 49414 52,082 53,597 55,625 58,538 60,988 64,070
Expenses of premises and fixed assets .. 14,663 15,342 16,002 16,097 17,541 17,804 18,190 18.587 19,000 19,780
Other ... 33,108 37,110 39,926 42,884 46,935 54,549 50,328 63,477 65,063 07,367
Net noninterest €Xpense ....... ..., 54,715 55,944 57,342 57,396 60,884 65,400 065,980 04,732 67,826 67,332
Realized gains on investient account
SCCUTHIES ooy 3,964 F447 278 799 474 2,925 3,956 3,054 =571 483
Tucome before taxes and extraordimary
BEMS oo o e 22,235 7.536 30,956 24,078 22,680 24,661 45,357 60.698 67,087 75212
TAXCS v 5.301 5,410 9,996 9,551 7.741 8,284 14,476 19,849 22,455 26,308
Extraordinary fems ... oo L 283 200 R 313 649 993 404 2,001 - 18 29
Netincome ....................o i 17,218 2,327 21,771 4,841 15,589 17,372 JI,285 42,942 44,615 48,935
Cash dividends declared ... ... 0,224 10,659 13,275 14,113 13,944 15,080 14,235 22,069 28,178 31,121
Retained income .. ..........0 ... 7,994 -8,332 8,490 729 1,646 2,292 17.050 20,873 16,436 {7,814

1, tucludes provistoning tor allocated transter nisk.
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A2, Portlolio composttion, interest rates, and inconie and expense, alt insured domestic commercial banks and

nondeposit trust companies, 1986 95
A. All banks

Interest-earning assets ......

Loans and leases, net ........
Commercial and industrial ..............
U.S. addressees ......................
Foreign addressees ...................
CONSIMET ...vviiii i iianeens
Creditcard ..........,..
Instaliment and other .,
Realestate................
Indomestic oftices ..................... ...
Construction and land development .......
Farmband ... ...

One- to four-family residential ...
Homeequity ................
Other ...............
Muttifamily residential ..
Nonfarm nonresidential . .
In foreign offices .........
Depository institutions . ...
Foreign governments . ... ..
Agricultural production .. ..
Other foans ,..............
Lease-financing receivables .............
LEss: Unearned income on loans
Less: Loss reserves!
Securities ,............

US. Treasury ...o..ooovioiniiinnnnns
U.S. government agency and
corporation obligations ,.............
Government-backed mortgage pools .. ..
Collateralized mortgage obfigations ., ..
Other ... i
State and local government ........ N
Other ...coooviiivii e
Equity? ................

Trading account
Gross federal funds sold and reverse RPs
Interest-bearing balances at depositories .........

Non-interest-earning assets ...........c.ocoevionnn.ns
Revaluation gains on off-balance-sheet items® .. ..
Other ... e

Liabilities .......c.ooveiviiieii i
Interest-bearing liabilities .................
Deposits . ....ooviiiiii

In foreign offices ....................

In domestic offices ...................
Other checkable deposits . .
Savings (including MMDAS) ..
Smatl-denomination time duposn
Large-denomination time deposits ..

Gross federal funds purchased and RPs .
Other ....oooviiiieii i
Non-interest-bearing liabilities ............ .
Demand deposits in domestic offices ..........
ge‘\‘«'aluation losses on off-balance-sheet items® .

L1 £ O

Capital ACcount ...t

Memo
Commercial real estate loans |,
Other real estate owned ... N .
Managed labilities ................ ..
Average net consolidated assets

(billions of dollars) ................coviviinns.

1986 { 1987 } 1988 } 1989 i 1990 } 199} i 1992 } 1993 } 1994 t 1995

Balance sheet items as a percentage of average net consolidated assets

35.07
2,775

§7.48
59.12
19.98
16.57

na.
3513
2922

48.00
59.80
19.50
16,55
2.95
{72
347
8.25
20.86
20,18
4.06
49
9.21
1.14
8.07
.59
5.83
68
2.04
1.22
.98
4.52
L.06
-.50
-1.61
18.45
17.17
17.17
5.60

4.88
2.59
na.
2.29
3.69
2.99
n.4a.
1.28
4.55
5.21
12,00
n.a.
n.a,

93.84
75.40
62.06
10,41
51.66

6.25
17.60
16.25
11.55

8.02

5.31
18.45
14.25

na.
4.20
6.16
na.
.39
35.74
3,048

87,94
60.64
19.09
16.54
2.55
11.89
3.69
820
22.50
21,78
4.16
St
10.15
1.42
8.73
60
6.36
1
1.76
1.03
96
431
1.10
-48
-£.52
18.39
17.14
16.84
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6.04
327
n.a.
277
315
2.68
29
1.25
4.33
4.58
12.06
n.a.
na.

93.64
76.02
62.58
9.68
52.90
6,12
16.28
18.37
213
§.22
5.22
17.62
13.49
n.a.
4.13

6.36

nd.
35.69
3,187

87.82
60.53
18,50
15.99

2.51
11.77

3.78

7.99
23.86
23.10

54.18

16.59
19.96
11.44
8.03
5.07
17.07
12,79
na
4.27

6.40
na.
50
34.24
3,338

88.04
59.55
17.33
15.00

2,33
11.45

3.88

11.36
30.99
3,379

88.33
57.30
15.78
13.54
2.24
1102
382
7.20
24.87
24.18
2.64

2.40

167
n.a

92.82
75.32
62.93

54.56
7.65
20.28
19.21
742

5.37
17.50
13.24
n.a.

4.27

7.18

10. 59
28, 65
3442

88.50
56.25
14.88
12,72

2.16
11.00

3.89

HS()

92.15
73.93
60.26

5194
8.24
20.90
16.98
5.81

6,19
18.22
13.86

na.

4.37

7.85

9.84
28.23
3,567

86.55
56.06
14.51
12,35
2.16
i1.43
421
7.22
24.43
23.80
1.63

13.45
10.84

92.12
71.86
57.34

47.96
7.80
19.60
15.33
523
6.92
20.26
13.49
2.32
4,45

7.88

9.15
2957
3.863

10,62

91.99
71.87
56.29
10.27
46.01
6,63
17.47
16,14
577
770
7.88
20.12
12.68
2.88
4.57

8.01

9.01
32.06
4,149
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A2, Continued

A. All banks

I
Item 1986 | 1987 1 1988 } 1989

e e R S Ul N

1990 [ (9914 J 1992 J 1993 J 1994 [ 1995

. Effective interest rate (percent)®

Rates earned

Interest-carning assets ......... o 9.95 9.43 10,06 1113 10.66 9.54 8.29 7.61 7.62 8.35
Taxable equivalent . 10.40 9.67 10.26 11.29 10.79 9.66 8.39 772 7.71 8.42
Loans and leases, gross .. 10.84 10.23 10.86 12.03 11.48 10.37 9.21 8.69 8.63 9.26
Net of foss provision 9.47 8.08 9.80 10.44 9.93 8.68 7.88 7.87 8.13 8.75
Securities ... 8.45 8.10 8.38 8.73 8.79 8.16 7.06 6.08 5.97 6.55
Taxable equivalent .10 8.95 9.07 9.25 9.20 8.54 7.37 6.36 6.21 6.55
Investment account ......... . 8.51 7.95 8.07 8.56 4.66 8.23 7.14 6.07 5.80 6.36
U.S. government and other debt . . 9.15 8.19 8.25 8.80 8.92 8.40 721 6.08 5.81 6.43
Stateand local ............. 7.20 7.27 7.39 745 7.37 7.25 6.83 6.26 5.88 5.82
Equity? ........ it n.a. .. 7.74 7.33 6.19 532 4.79 4.80 552
Trading account .......... 7.85 10.04 12.63 Lt 10.15 7.53 6,40 6.16 741 7.98
Gross federal funds sold and reverse RPy . 6.73 6.57 7.52 9.17 8,06 5.67 3,59 3.04 4.26 5.63
Interest-bearing batances at depositories ...... 7.94 7.55 871 10.59 9,96 8.44 7.32 6.61 5.71 6.84
Rates puid
Interest-bearing Habilities ............. ... ... 7.20 6.76 7.28 8.53 8.04 6.52 4.76 4.01 4.02 5.00
Interest-bearing deposits 6.96 6.38 6.86 7.87 7.56 6.32 4.52 3.65 3.54 4.47
In foreign offices . 7.82 7.90 8.91 10.87 10.71 8.54 7.32 6.82 5.59 6.12
In domestic offices . 6.78 6.05 6.44 7.32 7.01 5.97 4.09 3.14 3.15 4.1
Other checkable depaosits . n.a. 4.55 4.77 4,83 4.78 4.33 271 1.99 1.86 2.07
Savings (including MMDASs) n.a. 5.29 5.55 6.18 598 5.09 3.26 2.50 2.58 319
Large-denomination CDs ... 7.39 6.88 7.47 8.67 8.03 6.67 4.91 4.00 4.10 5.47
Other time deposits ............ ol oma 6.99 7.34 8.29 7.96 6.89 5.47 4.19 4.18 5.45
Gross federal funds purchased and RPs ..., .. 6.8¢ 6.52 743 9.20 7.96 5.72 3.65 307 4.19 5.65

Income and expenses as a percentage of average net consolidated assets

Gross interest iNCOmMe ...........coiiiiieiiinnns 8.61 8.39 9,00 9,95 9.59 8.58 7.47 6.87 6.66

Taxable equivalent . 9.04 8.59 9.18 10.08 9.70 3.67 7.55 6.95 673 7.37
Loans 6.37 6.18 6.66 7.46 7.15 6.34 5.41 501 4.92 5.48
Securities ...... 1.39 1.35 1.38 1.47 1.53 1.56 1.51 137 1.25 1.23
Gross federal funds sold and reverse RPs . 33 A1 .35 41 38 27 17 13 17 24
Other e e 53 54 .61 61 54 41 37 36 A3 A5

Gross Interest EXpense .....c..oveviieiiniaaai.. 5.18 4,97 .46 6.44 6.14 4.97 3.57 2.96 2.87 3.58
Deposits .....ooviiiicin 4.26 3.96 4.28 4.94 4.83 4.11 2.88 223 2.05 2.54
Gross federal funds purchased and RPs . .58 .55 62 78 68 42 27 24 32 44
Other ... 34 46 .56 Tt .62 43 42 .50 .50 59

Net interest inCome .........ooocoiiviieneinns 3.44 3.42 154 3.5t 146 .61 3.90 3.90 3.79 3.73

Taxable equivalent .......... ............. 3.83 3.63 3.72 1.65 3.57 3.70 3.99 3.98 1.86 379

Loss provisioning? .81 1.30 65 98 97 1.03 78 47 28 ,30

Noninterest income 1.31 143 1.50 1.62 1.67 1.79 1.95 213 2.00 2.02
Service charges on deposi .29 30 31 a2 .34 .38 41 42 40 39
Income from fiduciary activities 23 .24 25 26 27 28 .30 31 31 31
Foreign-exchange gains and fees . .06 .09 07 07 .08 08 10 .09 Kint 07
Trading income .. . 05 .04 .05 A6 06 .10 09 A7 t 09
Other ........ .69 77 .82 91 91 96 1.05 1.14 1.13 117

Noninterest expense ................. 3.28 3.35 3,38 3.42 3.49 373 3.87 394 375 3,64
Salaries, wages, and employee benefits . 1.56 1.55 1.35 1.55 1.56 1.59 1.62 1.64 1.58 1.54
Expenses of premises and fixed assets ., 53 .53 53 52 .53 53 .53 52 .49 48
Other ..oocoviviiiin s .19 1.27 1.3t 135 1.41 1.6l 1.72 1.78 1.68 1.62

Net noninterest expense ... 1.97 1.9 1.88 1.80) 1.82 1.94 1.92 1.81 1.76 1.62

Realized gains on investment account securities . . 14 .05 .01 .03 01 .09 R 09 -0t 01

Income before taxes and extraordinary items ... .. .80 26 1.02 16 68 73 1.32 1.70 1.74 1.81
Taxes TR .19 A9 A3 .30 23 25 42 .56 58 .63
Extraordinary items . .01 .01 .03 0t 02 03 01 06 ® *

Netincome ........oocvvvennen, .62 .08 Tt AT 47 .51 91 1.20 t.15 118
Cash dividends declared | 33 36 A4 44 42 45 41 .62 3 75
Retained income .. 29 -29 28 02 05 07 50 .59 43 43

Mumo: Returnonequity ... 9.83 1.29 ttel 733 7.29 mn 12.66 1534 14.65 1472

+ I absolute value, less (han 0 005 pereent

., Notavallable. MMDA Maoney matket deposit account, RP Repurchase agreement. CH Certiticate of deposit,

1. Includes allocated tanster risk 1eserve.

2, As in the Call Repoit, equity securitics aie combined with “other debt seeutities™ belote 1989,

3. Before 1994, the netted value of oft-balance-sheet wems appeared in *trading, account securities” it a gain and “other non interest bearing habilities™ i a foss.
4. Where possible, based on the average of quarterly balance sheet data reported on sehedule RC-K of (he quarterty Call Repont

5. Includes provisiomng for aliocated transfer rish



498 lululll Ruuvc Bulldm[ Hum l‘)()(s

A.2.  Poruttolio composition, interest rates, and income and expense, all insured domestic commercial banks and
nondeposit trust companies, 1986- 95

1. Ten fargest banks by assets

ftem 1986 i 1987 LIQSS Ll‘)S‘) } 1990 { 1991 i 1992 { 1993

1994 L 1995

Balance sheet items as a percentage of average net consolidated assets

Interest-earning a8SeLs ... 85.08 85.14 85.22 85.16 84.85 85.41 85.16 84.79 76.97 77.02
Loans and feases, net .......... ... ..o 61.45 59.36 58.69 59.66 61.69 62.14 58.34 55.57 4991 50.05
Commercial and industrial .................... 26,68 24.53 23.36 22,61 2291 2242 20.32 18.65 16.43 16.16
U.S. addressees ... 13.74 13.31 13.01 13.18 13.39 13.44 12.00 10.75 9.16 8.66
Foreign addressees ......................... 12.95 11.22 10.36 9.43 9.53 8.97 8.32 7.90 7.27 7.50
CONBUMET vttt een e taeiieas 6.50 6.41 6.19 6.21 6.87 7.20 7.31 7.33 6.59 6.60
Crediteard ...ooooi 246 2.34 2.08 1.99 220 253 2.61 2.50 228 1,96
Instaliment and other ...................... 4.03 4.07 4.10 4.22 4.67 4.67 4.70 4.83 431 4.65
Realestate ..., 12.30 13.97 15.46 18.02 20.56 21.68 19.93 18.54 16.21 15.82
In domestic offices .......... ..ol 10.22 11.69 12.80 15.05 17.36 18,37 17.07 15.99 13.80 13.48
Construction and land development .. ..... 2.67 3.21 3.48 3.60 3,79 3.42 2.48 1.59 84 .58
Farmland .................. ..o 07 .06 06 .08 08 .08 07 07 .06 .06
One- to four-family residential ........... 4.76 5.17 5.83 7.45 9.31 10.34 10.08 10.29 9.69 9.62
Homeequity .........ooocvvenivennn n.a. n.a. 76 1.04 1.31 1.63 1.63 1.60 1.40 1.40
Other ..o e n.a. na. 5.07 6.41 8.00 R.71 8.46 8.68 8.29 8.22
Multitamily residential ............. ..., 48 .61 65 .68 .68 .57 58 .53 A1 38
Nonfarm noaresidential .................. 2.24 2.63 2,78 323 3.51 3.95 3.86 3.51 279 2.83
In foreign offices ... 207 2.28 266 2917 3.20 i 285 2.55 2.4} 2.35
Depository institutions .............. ... 5.01 5.18 5.24 4.56 3.64 3.05 2.56 2.35 137 4.95
Foreign governments ......................... 377 3.64 3.63 3.34 2.76 2.88 2.75 246 1.27 90
Agricultural production ... 42 .36 33 3t 3t 31 28 21 25 21
Otherfoans ...........oociiiiii i 6.85 6.51 6.23 6.36 6.05 5.61 6.05 6.82 6.44 5.85
Lease-financing receivables ................... 1.37 1.38 1.44 1.49 1.60 1.68 1.51 1.30 .14 1.14
LEss: Unearned incomeonloans .............. -39 -4l -43 ~45 -39 -.35 -.27 -21 —-.16 —-14
Less: Lossreserves' ... -1.06 -2.22 -2.74 -2.77 -2.63 -2.34 -2.08 ~1.94 ~1.63 ~1.45
Securities .............. 1171 12.59 12.96 13.13 14.03 15.58 19.13 2274 20.43 19.53
Investment account 6.91 8.19 8.67 9.05 9.22 9.38 10.70 12.45 11.68 10.65
Debt .........o..0 6,91 8.19 8.67 8.83 8.98 9.08 10.36 12.08 11.30 10.27
U.S. Teeasury . L.60 1.47 141 129 1.09 135 2.30 2.39 2.47 2.03

U.S. government agency and
corporation obligations .............. .68 1.54 1.94 2.29 291 3.46 4.45 6.14 5.16 4.46
Government-backed mortgage pools ... .59 1.47 1.84 2.07 2.24 226 2.43 3.30 2.79 2.89
Collateralized mortgage obligations ....} n.a. n.a. n.a. n.a. .55 112 1.97 2.76 2.31 1.50
Other ........coviiiiiiiiiii e, .09 07 10 22 13 .08 05 .08 .06 .08
State and local government .............. 1.99 1.93 1.80 1.58 1.08 77 .66 .59 .60 49
Other ...vvviveei s 4 2.64 3.25 3.52 3.68 3.90 3.50 295 2.97 337 3.29
Equity* ...... n.a. n.a. na. 22 .24 30 33 36 .38 .38

4.80 4.40 429 4.08 4.81 6.19 8.43 10.30 8.74 8.88
3.57 3.91 4.61 4.12 2.88 2.96 323 271 2.68 320
8.35 9.28 8.97 8.26 6.25 4.74 4.45 3,76 393 4.25

Trading account
Gross federal funds sold and reverse RPs ..
Interest-bearing balances at depositories ...

Non-interest-sarning assets .................. 14.92 14.86 14.78 14.84 15.15 14,59 14.84 15.21 23.03 22.98
Revaluation gains on off-balance-sheet items® ....| n.a. n.a. na, n.a. n.a. n.a. n.a. n.a. 9.89 10,77
OHeT . e e na, n.a. n.a. n.a. .. n.a. n.a. n.a. 13.14 12.21

Liabilities ... 95.13 95.58 95.41 95.11 95.29 94.97 94.44 93.24 9342 93.59
Interest-bearing liabilities ................. 1 7261 73.08 73.76 74.17 73.97 74.62 73.08 71.56 64,33 63.37

Deposits .......ociiiiiiii 56.56 57.46 57.67 57.56 57.95 57.67 55.73 52.91 48.20 47.49
In foreign offices .................... 32.43 32.60 3149 30.08 29.66 28.47 27.16 25.51 26.10 28,36
In domestic offices ................... 24.14 24.86 26.18 27.49 28.28 29.19 28.56 2741 22.10 19.12

Other checkable deposits ,.......... . .89 2.45 2,68 2.70 2.74 3.00 3.38 345 291 2.30
Savings (including MMDAs) ....... 41032 11.04 11.42 11.32 12,05 13.50 14,91 15.33 12.70 10.56
Small-denomination time deposits .. . 4.59 4.55 5.03 5.64 6.16 6.55 5.72 5.09 3.98 4.04

7.34 6.82 7.08 7.82 7.33 6.14 4.56 3.53 2.51 223
8.08 6.89 6.40 6,72 6.90 6.80 6.19 6.70 5.83 6.17
Other 7.96 8.74 9.69 9.89 9.13 10.15 11.16 11.94 1029 9.71
Non-interest-bearing l § L 22.52 22.50 21.65 20.94 21,32 20.35 21.36 21,68 29.09 30.22
Demand deposits in domestic offices .......... 12.55 12.64 11.93 11.60 10.93 10.36 11.05 11.27 10.15 8.88

Large-denomination time deposits ..
Gross federal funds purchased and RPs ..

Revaluation losses on off-balance-sheet items® .| na. n.a. n.a n.a. na. n.a. n.a. n.a, 875 10.68

[0 S N 9.97 9.86 9.71 9.34 10.39 9.99 10.30 10.41 10.20 10.66
Capitat account ... 4.87 4.42 4.59 4.89 4.71 5.03 5.56 6.76 6.58 6.41
Memo
Commercial real estate loans ...................... n.a. na, na, n.a. n.a. 8.48 7.43 5.92 4,24 4.02
Other real estate owned . .. . 48 21 22 23 42 78 1.13 1.02 58 27
Managed labilities ..... 57.37 56.79 56.34 56.24 54.74 53.18 50.76 49.17 46.16 47.89
Average net consolidated

(billions of dollars) 681 691 685 693 725 717 775 818 949 1,051
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A.2. - Continucd

B, "Ten Largest banths by assets

ftem {980 s 10987 ; 1988 ; tORY E 1994 1991 1692 & 1993 l 1994 g 1995
Effective interest rate (percent)?
Ruates earned
Interest-carning assets .82 0.56 10.76 2.3 14,65 9.92 8.67 8,16 8.15 821
Taxable equivalent 10.05 9.59 10.88 12.31 11,70 9.95 8.72 8,20 8.18 8.23
Loans and leases, gross ... 10.53 10.13 11.35 13.19 12.29 10,46 9.36 9.07 8.89 8.84
Net of loss provisions ................... 9.22 6.63 10,70 10.87 1110 8.58 7.50 798 8.38 8.62
SeCurities ... 8.62 9,49 10.54 (Y1 9.85 8.52 7.38 6.69 7.10 7.54
Taxable equivalent ................... ... 9.62 9.65 11.06 10.08 10.00 .63 7.54 677 7.19 7.53
Investment account ... 8.90 8.70 8.70 9.20 9.34 8.99 7.96 6.90 6.58 7.06
LS. government and other debt ..., .. 9.55 9.07 8.95 9.56 9.68 9.29 8.13 6.99 6.70 7.22
Stateand local ... 7.30 7.52 7.74 7.69 7.54 7.67 7.40 6.99 6.37 6.23
Equity? n.a. L, na. 0.81 5.82 4.22 4.04 372 3.27 4,03
Trading account .. 8.22 10.96 " 14.33 12,13 10,75 7.84 6.0 6,45 7.79 8.4
Gross federal funds sold and reverse RPs ... 6.36 6.13 7.31 8.98 8,01 5.60 3.65 am 4.52 5.20
Interest-bearing balances at depositories .. .., 8.10 7.68 9.13 10.88 11.06 10.05 9.29 8.34 1727 7.15
Rates paid
Interest-bearing liabilities 7.5 7.83 8.75 10.74 10,18 7.71 6.17 5.60 5.44 592
Interest-bearing deposits . 7.21 6.97 7.7 9.19 9.03 7.09 533 4.50 4.32 4.99
Inforeign offices ............... .. 7.92 8.00 9.00 10.96 [SRY 876 7.55 6.87 6.04 6,07
In domestic offices ... 6.39 5.63 6.28 7.28 6.81 5.47 324 2.36 2.36 342
Other checkable deposits ..o ni. 320 +4.43 4.40 4.35 3.93 1.96 1.28 1.1} 1.29
Savings (including MMDAs) ............ 513 5.55 6.49 6.21 5.09 2.95 2.14 2.35 3.1
Large-denomination CDs ................ 7.29 1.75 8.87 7.96 6.50 4,66 3.55 3.14 173
Other time deposits . e 6.38 7.11 8.26 7.76 6.09 381 3.01 2.81 5.08
Gross federal funds purchased and RPs ... 6.52 743 9.27 7.8 598 4.04 1.26 4.08 §.22
Income and expenses as a percentage of uverage net consolidated as
Gross interest income 8.30 8.45 9.52 10,82 10.37 8.77 7.68 7.22 6.38 6.44
Taxable equivalent .. 8.50 8.47 9.63 10.83 10.43 8.80 1.72 7.25 6.40 6.46
Loans 6.37 6.23 6.93 8.23 7.96 6.77 5.65 5.22 4.49 4.44
SCCURties ..o .62 71 75 .83 .86 84 .85 .86 77 WA
Gross federal funds sold and revesse RPs ... 26 .29 40 37 25 A7 .14 A1 A5 24
Other ... 106 1.22 1.44 1.39 1.30 YR 1.05 1.04 97 1.03
Gross interest exXpense ... 5.56 377 6.51 4.01 7.65 5.81 4.54 4.06 352 176
Deposits ............. 421 4.18 4.56 537 St 423 3.09 2.48 2.15 243
Gross federal funds purchased and RPs ....... 61 52 .58 72 .64 43 .28 24 .24 35
Other .....vii 75 £.07 1.37 1.92 1.60 1.15 117 1.35 113 08
Net interestincome ..., 2.74 2,08 301 2.82 272 2.96 3.15 3.6 2.86 2.68
Taxable equivalent ................... ... 2.93 271 312 2.82 2.1 2,99 3108 319 2.88 2.70
Loss provisioning™ ..., 79 2.15 A0 1.45 77 1.21 1.12 64 26 1
Noninterest inCOME ... vineeean.., 1.61 1.94 207 2.19 2.27 2.40 2,59 2,99 233 2.16
Service charges on deposits ... A3 16 A9 22 23 26 30 30 20 25
Income from fiduciary activities .............. 21 23 23 27 3 A3 37 .39 37 30
Foreign-exchange gains and fees ... .., 20 29 .26 25 30 28 .36 31 15 8
Trading income ........c.coovveiininieniinan. .09 10 1S A7 210 .36 30 60 39 28
Other ..., 98 116 .24 1.29 1.21 1.16 1.27 .38 118 1.15
Noninterest expense ..., e 2.99 320 3.29 343 3.55 383 3.80 4.13 3.56 3.32
Salaries, wages, and employee benefits ..., 1.52 1.60 1.63 1.66 1.74 1.79 1.78 1.88 1.65 1.58
Lxpenses of premises and fixed assets ..., .55 .58 .60 62 65 .66 .63 66 .58 .50
Other ..o 92 1.03 1.05 115 116 1.38 1.43 1.59 .36 1.24
Net noninterest €Xpense . .....oooviieieeiia .. 1.39 1.26 1.21 1.24 1.28 1.44 1.27 1.14 123 .16
Realized gains on investment account securities . 13 07 03 03 02 04 B A3 02 03
Income before taxes and extraordinary items .., .68 .66 1.43 16 .60 34 87 1.50 1.39 1.44
TAKBS v ovve e e ne et 22 14 44 38 27 47 .26 53 A48 55
Extraordinary items .......... ..o * * 08 03 06 03 * 16 * ks
Netifncome. ... 47 —-.80 1.07 -.19 48 21 61 Li3 91 .88
Cash dividends declared ... 21 28 38 37 26 21 A8 28 .58 57
Retatned income ............ oo 25 -1.08 69 -.57 21 # EX -85 .33 At
MEMO: Return on equity .......ooooerieii i 9.58 —~18.11 23.30 -3.92 10.13 4.23 1091 16.75 13.86 1374

i absolule value, fess than G.00%5 pereent.
n.a. Not available. MMDA Money madket deposit acconnt RI” Repurchase agrecment. Ch Certtheate of deposit,
I Includes allocated transter tisk reserve,
. As i the Call Repor, cquuty secarities e cambined with “other debt secmities™ betore 1989,
Betore 1994, the netied value of off balance sheetitems appeared in tadmg account securities™ 1l a patn and “other non iterest bearing, Rabalities™ 1 o Joss,
4. Where possible, based on the average of quartetty balanee sheet datareported on sehedule RC K ol the quarterty Call Repord,
5. Includes provisionmg tor allocated transter nisk

- G
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A2, Portfolio composition, interest rates, ad income and expense, all insured domestic commercial banks and

nondeposit trust companics, 1986 95
C. Banks ranked 11th through 100th by assets

1986 ( 1987 \ 1988 ( 1989

1990 ; 1991 ‘ 1992 ‘—1993 1994 Ll‘)t)ﬁ

Balance sheet items as a percentage of average net consolidated assets

Interest-earning assels .......... ... ...ooiiiiii..s
Loans and leases, net .....................
Commercial and industrial ..............
U.S. addressees .................c.0e
Foreign addressees .
Consumer ......
Credit card
Installment and other ................
Realestate ........ooovviiiiiiiiiinianns
In domestic offices ...................
Construction and land development .
Farmland ................. ...
One- to four-family residential .
Homeequity ................
Other ...t
Multifamily residential ..........
Nonfarm nonresidential ..........
In foreign offices ..................
Depository institutions .................
Foreign governments ...................
Agricultural production ...............
Otherloans ..............ocoovvvnn
Lease-financing receivables ...........
Less: Unearned income on loans ......
Less: Loss reserves' ..................
Securities ... i
Investment account ................
Debt ... e
US, Treasury «.oovvnveviiiiiieiinianns
U.S. government agency and
corporation obligations ..............
Government-backed mortgage pools .
Collateralized mortgage obligations
Other ......oociiiiiie s
State and local government . ...
Other ........covciiviicnns
Equity? ...
Trading account .
Gross federal funds sold and reverse RPs
Interest-bearing balances at depositories .
Non-interest-earning assets ............ ...
Revaluation gains on off-balance-sheet item .
Other ..ot

Liabilities ..o
Interest-bearing liabilities ...............
Deposits ........
In foreign office:
In domestic offices ...............
Other checkable deposits .......
Savings (including MMDAs) ...
Smali-denomination time deposits
Large-denomination time deposits
Gross federal funds purchased and RPs
Other .........
Non-interest-bearing liabilities ........
Demand deposits in domestic offices .
Revaluation losses on off-balance-sheet items® .
Other .o

Capital account . ......oooviiiiiii

Memo
Commercial real estate loans ............
Other real estate owned
Managed liabilities .....
Average net consolidated
(billions of dollars)

86.20
61.70
23.72
21.22

2.50
11.73

4.40

7.33
16.05
15.83

12.40
14,52

21.55
16.62

n.a.
493
5.44

802

87.23
61.99
2345
2143
2.02
12.20
4.85
7.35
17.94
17.65
5.27
At
6.85

12.77

94.77
75.34
55.02
9.68
45.34
4.68
15.67
11.05
13.95
1372
6.59
19.44
15.04
na.
4.40
5.23

n.a,
447
870

86.91
62.61
2275
24.23
1.53
12.97
5.82
7.16
19.09
18.85
5.25
42
7.54
141
6.13
45
5.49
.24
1.55
.88
29
5.17
1.73
~34
-1.48
15.2¢
14.38
14.16
4.10

5.01
4.03
na.
98
2.70
2.35
22
83
371
5.38
13.09
n.a.
n.a.

9445
76.23
56.45

8.63
47.82

4.67
14.58
13.49
15.08
13.22

6.57
18.22
13.86

n.a,
436
5.55

n.a.
30
43.81

940

86.81
61.22
21.76
20.44
1.33
12,25
5.48
6.76
20.21
20.04
4.91
A2
8.53
1.67
6.86
46
6.01
18
1.57
.52
28
4.82
1.67
-.26
-1.60
16.19
15.32
15,14
342

742
5.32
1.58
53
2.03
227
18
.88
4.41
4,98
13.19
na.
n.a.

94.35
77.02
57.46

7.84
49.62

4.75
15.50
15.59
13,78
13.03

6.53
17.33
13.23

n.a.
4.10
5.65
n.a.

41.50
995

86.88
60.08
20.53
19.30
1.24
11.66
5.04
6.62
2151
21.37
4.00
12
10.17
207
8.10
.54
6.53
14
1.58
39
31
4.55
1.53
~22
~1.76
17.38
16.25
16.02
3.78

8.43
5.38
2.48
57
1.63
2.19
22
113
4.90
4.51
13.12
n.a.
n.a.

93.93
76.07
59,24
6.69
52.54
5.36
17.62
17.99
11.56
10.94
5.89
17.87
1376
n.a.
410
6.07

11.28
35.42
1,006

87.97
58,30
18.83
17.78
1.05
11.72
5.16
6.56
21.89
21.78
3.02
.14
11.36
2.50
8.85
.66
6.61
11
1.43
A3
31
4.28
1.49
-17
-1.79
20.38
19.24
18.99
5.88

9.26
5.22
3.54
.50
1.46
2.39
25
114
4.78
4.52
12,03
n.a.
n.a.

93.13
74.66
56.99
6.20
50.79
6.26
20.21
15.98
8.34
11.45
6.22
1847
14.52
n.a.
3.95
6.87

1043
32,53
1,003

88.36
57.33
18.03
17.05
98
11.46
5.23
6.24
22.11
22.01
2.08
13
12,30
2.54
9.76
71
6.79
.10
1.30
30
29
4.05
1.47
-1
~1.60
21.97
20.60
20.34
7.05

9.55
5.21
37
.63
1.31
243
26
1.37
4.98
4.08
11.64
n.a.
n.a.

92.56
73.38
54.22
6.78
47.43
7.21
20.60
14.19
544
11.93
7.23
19.18
15.38
n.a.
3.80

7.44
9.58
A7
31.69

1,082

88.16
58.56
18.03
16.99

12.62
599

3.07
91
1.21
215
32
1.37
5.1
3.30
11.84
.57
11.28

92.47
72.86
53.04
8.05
44.98
6.91
20.13
13.26
4.68
11.49
8.34
19.62
15.27
.53
3.82

7.53
8.08
25
32.83

1,204
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A2, Continued

. Banks ranked th through 100t by assets

ftem 1986 I 1987 J 1988 I 1989 L 1990 } 1991 1992 J. 1993 L 1994 L 1995
Effective interest rate (percent)?
Rates eurned
Interest-earning assets .................. i 975 9.19 9.87 14,40 10414 9.22 8.01 7.37 729 8,3}
Taxable equivalent ........................ 10.26 9.40 10.07 11.27 10.50 932 8.11 7.46 7.37 8.37
Loans and Jeases, gross .......... . 0. 10.49 9.78 10.48 11.74 11.04 9.87 8.77 8.26 8.22 9.10
Net of loss provisions ................... 9.19 7.33 9.19 9.87 9.03 7.89 7.47 747 7.68 8.49
SECUTIIES L ov v 8.07 7.87 8.21 8.76 8.81 3.16 7.08 6.06 5.70 6.38
Taxable equivalent ...................... 10.13 8.67 8.92 9.36 9.12 8.49 7.38 6.34 5.92 6.39
Investment accoumt ..., 8.21 7.93 8.24 8.77 8.87 8.28 7.21 6.16 5.70 6.34
U.S. government and other debt .......... 9.00 8.25 8.51 9.06 9.13 8.42 725 6.16 5.69 6,38
Stateand local ........................., 6.96 7.09 7.29 741 722 723 6.81 6.32 6.04 6.06
Equity? ... n.a. na. n.a. 9,19 8.09 732 6,75 5.23 5.00 5.69
Trading account ..............ociiiiaan 6.55 6.99 7.68 8.66 8.01 6.46 4.73 474 575 7.27
Gross federal funds sold and reverse RPs ... 6.60 6.59 7.61 9.35 8.11 5.76 371 3.1 4.31 591
Interest-bearing balances at depositories ... 7.88 7.68 8.87 11.35 9.72 8.15 6.77 6.50 4.69 6.79
Rates paid
Interest-bearing liabilities ...................... 7.13 6.75 7.34 7.93 6.34 445 3.76 3.72 4.94
Interest-bearing deposits ..................... 6.92 6.42 7.00 7.51 6.20 4.32 3.52 325 4.35
In foreign offices .....................o 7.67 7.78 8.92 10.08 8.38 7.26 7.37 4,60 6.30
In domestic offices ........................ 6.74 6.10 6.59 7.10 592 3.99 2.99 3.03 4,01
Other checkable deposits ................ n.a. 4.44 4.53 4.64 4.16 245 1.70 1.62 1.49
Savings (including MMDAs) ............ n.a. §5.27 5.63 6.03 4.98 3.08 233 246 KR
Large-denomination CDs ................ 7.45 7.02 7.65 8.09 6.72 5.43 4.31 4.21 5.70
Other time deposits ..................... n.a, 7.07 7.56 8.02 6.81 5.1 4.07 4.18 5.35
Gross federal funds purchased and RPs ... ..., 6.85 6.63 7.50 8.11 5.68 3.57 3.04 4.28 5.86
Income and expenses as a percentage of average net consolidated assets
Gross interestincome ................ ... ... 8.20 8.05 8.72 9.77 9.26 8.17 7.15 6.59 6.46 7.40
Taxable equivalent ........................ 8.63 8.23 8.90 9.91 9.34 R.24 7.22 6.65 6.51 7.46
Loans ... 6.37 6.19 6.69 7.51 6.97 6.09 524 4.85 491 5.79
Securities .. .. 1.07 .14 1.21 1.26 1.36 1.35 1.39 1.27 113 1.13
Gross federal funds sold and reverse RPs ... .. 20 .20 25 .36 37 28 .19 A5 21 27
Other | ... .56 Sl 57 .65 .56 45 34 32 21 214
Gross interest expense ... 4.96 4.85 5.45 6.50 6.06 4.75 3.28 2.74 2.67 3.62
DEPOSHS ... 3.58 3.41 3.86 4.59 4.34 370 2.49 1.94 1.73 2.29
Gross federal funds purchased and RPs ..., .. 1.0t 96 .03 1.24 1.12 67 43 38 51 07
Other ,....oivi 37 48 56 .66 .60 38 35 43 43 .66
Net interest income .............oooiiiiienn, 324 319 327 328 3.2t 342 3.87 3.85 3.79 3.79
Taxable equivalent ........................ 3.67 3.38 3.45 341 3.29 3.49 3.94 391 3.85 3.84
Loss provisioning .......... ., 79 1.55 82 1.20 .27 1.23 78 47 32 39
Noninterest income ........................ .. 1.45 1.53 1.62 1.86 1.84 2.04 2.25 2.29 2.25 2.38
Service charges on deposits .................. 27 .29 30 31 34 40 45 46 45 44
Income from fiduciary activities ,............. .34 36 35 35 33 35 38 38 39 40
Foreign-exchange gains and fees ............. .03 05 .04 05 .06 .05 .05 05 .04 .05
Trading income ...........o.coiiiiiiiiii .05 02 03 .04 .03 .05 .04 08 04 .04
Other ... a5 81 89 112 1.08 116 1.33 1.32 1.33 1.45
Noninterest eXpense ..........o.oiieviviii., 3.7 323 3,29 334 3.43 372 3.99 3.95 3,86 3.79
Salaries, wages, and employee benefits ....... 1.50 1.48 1.48 1.47 .46 1.51 1.54 1.52 1.50 1.47
Expenses of premises and fixed assets ........ .50 49 .50 .50 49 .50 .50 A48 47 47
Other ... e 1.17 1.26 1.31 1.37 1.48 1.72 1.96 1.95 1.89 1.84
Net noninterest expense ................. e 1.72 1.70 1.67 1.47 1.59 171 1.74 1.66 .61 1.41
Realized gains on investment account securities . . A7 05 * 04 03 .14 A5 09 -01 02
Income before taxes and extraordinary items .. ... 91 # 77 .05 37 62 1.51 1.82 1.85 2,01
TAKES + . vsev ettt e 20 .09 28 .18 15 19 49 .56 .62 71
Extraordinary items ... 0t * 02 * .01 03 03 * * *
Netincome . ..o.ovuvioi i, 72 ~.09 51 A7 23 47 1.05 1.26 123 1.31
Cash dividends declared ..................... 32 34 41 40 37 47 46 .76 .86 .85
Retained income ... .39 -43 .09 .06 -.14 * .58 49 36 46
Memo: Return onequity ..........o.0eeven... o 1275 -1.70 9.72 8.41 4.07 771 15.21 1691 16.28 16.87

# Tn absolute vafue, fess than 0L00S percent.

n.a. Not available, MMDA Money niarket deposit account, RP Reputchase agreement. CD Ceificate of deposit.

. Includes allocated transter risk reserve,

. As inthe Call Repot, equity securitics are combined with “other debt securities™ before 1989,

. Before 1994, the netted value of off-balance-sheet items appeared in “trading account seewrities™ il a gain and “other non-interest beanng labilities™ i a loss.
. Where possible, based on the average of quartterly balance sheet data reported on schedule RC-K of the quatterly Call Report.

. Includes provisioning for allocated transter risk.

Ao W RN —
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A2, Portlolio composition, interest rates, and income and expense, all insured domestic commercial banks and
nondeposit trast companies, 1986 95
D. Buanks ranked tO1st through 1,000th by assets

Item 1986 { 1987 1988 { 1989 1990 199] } 1992 ‘ 1993 } 1994 [ 1995

Balance sheet items as a percentage of average nel consolidated assets

Interest-earning assets ... . e, 87.92 88.34 88.58 88.98 88.84 88.91 89.02 89.53 90.09 90.13
Loans and leases, net ..................... . 8977 61.60 63.03 63.62 63.09 61.03 58.51 57.93 59.74 62.22
Commercial and industrial .. 1847 18.12 17.83 17.68 16.69 {5.05 13.33 12.19 12.07 12.68
U.S. addressees .......... ..o, 18.22 17.87 17.67 17.53 16.56 14.89 13.15 12.03 1190 12.52
Foreign addressee . 25 24 A6 A5 RE) 16 18 .16 16 16
Consumer ...... .. 14,69 15.34 1591 15.49 15.48 1511 14.22 14.82 15.85 16.39
Creditcard ... e 4.01 4.65 5.21 4.83 5.22 57 542 5.64 6.06 6.45
Instaliment and other 10.68 10.69 10.70 10.66 10.26 9.40 8.80 9.18 9.79 9.93
Realestate .........ooo it 19.79 22.25 24.28 25.97 27.01 27.53 28.10 28.61 29.42 30,77
In domesticoffices ......................... 19.78 2225 2427 2595 26,99 2748 28.06 28.59 29.40 30,75
Construction and land development ....... 4.18 4.57 4.73 4.82 437 3.67 2.86 2.26 2.08 2.21
Farmland . ........... ... ol 25 .26 27 27 28 28 32 34 36 .40
One- to four-family residential ........... 8.49 9.48 10.64 11.56 12.49 13.23 14.25 15.16 16.25 {7.46
Homeequity ...........ooviinninnnn n.a. n.a. 1.73 2.08 231 2.53 2.56 2.50 2.33 2.36
Other ... n.a. n.a. 8.91 9.48 10.18 10.69 11.69 12.66 13.92 15.11
Multifamily residential .................. .66 .68 67 .70 73 .80 s 1.07 113 1.21
Nonfarm nonresidential .................. 6.21 7.26 797 8.61 9,11 9.50 9.68 9.75 9.57 9.47
In foreignoffices ....................... ... .0t .01 01 .01 .03 .05 .04 .02 .03 .02
Depository institutions . 1.36 1.13 1.01 92 1.05 93 80 43 .38 34
Foreign governments ................... .26 25 20 16 09 07 .05 .03 02 02
Agricultural production ................. . 62 48 47 45 47 A9 54 .56 62 69
Otherloans ...........ooiiiii e, 5.44 4.94 4.23 377 316 2.81 2.47 2.16 2.00 1.80
Lease-financing receivables ... ............... 71 12 78 82 83 .85 78 76 82 .90
LEss: Unearned income on loans .............. -17] -6l —.60 -56 -.50 —.40 ~.30 =21 —.15 -12
LEss: Loss reservest ... . ... ..., —.87 -1.01 -1.07 -1.07 ~1.20 -142 -1.49 -1.44 -1.30 -1.23
SECUnIties ... viiie e 19.28 18.72 18.52 18,75 19.34 21.28 24.12 25.90 2571 23.06
Investment account .,.............. ... 18.95 18.50 18.25 18.38 18.87 20.92 23.77 25.61 25.39 2286
Debt o 18.95 18.50 18.25 18.02 18.54 20.55 23.31 25.14 24.95 2239
US, Treasury .....oooviiiiiiinnanns 7.58 7.14 6.52 591 544 6.16 7.75 8.62 8.26 6.47

U.S. government agency and
corporation obligations .............. 3.32 4.06 4.81 6.07 7.75 9.35 1107 12.32 12.67 12,21
Government-backed mortgage pools . ... 113 1.89 2.33 3.03 3.83 451 4.74 4.97 5.57 542
Collateralized mortgage obligations ....| na. n.a. n.a. na. 174 2,13 3.95 4.82 4.39 3.35
Other ..o . 2.19 2.17 248 3.04 217 2.1t 2.38 2.53 2.71 3.24
State and local government ........ .. 6.48 5.03 4.10 3.50 3.1 2.65 227 2.26 229 2.13
Other ..o, . 1.57 2.26 2.82 2.55 2.25 2.38 2.22 1.94 1.74 1.58
Equity® 4ona n.a. n.a. 35 32 37 46 47 A4 46
Trading account ..................... .33 22 28 .38 A8 37 35 29 K 20
Gross federal funds sold and reverse RPs .. 5.66 4,94 4.45 4.11 4.51 4.71 4.92 4.50 3.64 3.91
Interest-bearing balances at depositories ... 3.22 3.08 2.87 2.49 1.90 1.90 1.47 1.20 1.00 94
Non-interest-earning assets .....,............ 12.08 t1.66 1112 11.02 1116 11.09 10,98 10.47 991 9.87
Revaluation gains on off-balance-sheet iteims 4 na n.a. n.a, na. n.a. na. n.d. n.a. .02 .05
Oher .o e s n.a. n.a. na, n.a. n.a, na. n.a. na. 9.90 9.83
Liabilities ... 93.33 93.28 93.34 93.28 93.07 92.89 9247 9186 91.62 91.36

Interest-bearing labilities ................. .. K 73.92 75.59 76.42 77.04 7725 75.98 74,43 74.77 75.02
Deposits .....ooiiiii . . 62.43 63.00 63.74 65.05 66,33 65.62 63.05 60.38 59.59
Inforeignoffices .................... . 2 1.96 2.04 2.09 1.65 1.76 1.56 1.43 1.69 1.71

In domestic offices ................... . ) 60.47 60.97 61.65 63.40 64,57 64.00 61.62 58.69 57.88
Qther checkable deposits ........... . .25 7.27 7.39 7.14 7.31 7.83 9.14 9.94 9.70 8.53
Savings (including MMDASs) ....... . . 22.83 21.27 19.52 19.69 20.79 23.33 24.05 22.92 20,72

17.75 19.34 22.08 24.09 2523 23.55 2079 19.29 21.08
12.62 12.96 12.91 12.31 10.73 8.06 6.84 6.78 7.58
8.46 8.63 9,21 8.43 7.46 7.17 743 8.45 8.30

Small-denomination time deposits ..
Large-denomination time deposits ..
Gross federal funds purchased and RPs

Other ... i e 3 3.03 3.96 3.47 3.56 346 3.19 3.95 5.‘);1 7.14
Non-interest-bearing liabilities . .33 19.36 17.74 16.85 16.03 15.64 16,49 17.43 16.85 16.34
Demand deposits in domestic offices .......... . 17.35 15.84 14.86 14.07 13.57 14,39 15.07 t4.58 14.05
Revaluation losses on off-batance-sheet items? .| na. i . 4. na. n.a. n.a, na. 02 05
Ohet o i 2.08 2.00 1.90 .99 1.96 207 2.10 2.36 2.25 2.24
Capital account ... i 6.67 6.72 6.66 6.72 6.93 7.1 7.53 8.14 8.38 8.64
Memo
Commercial real estate loans n.a. na. n.a. n.a. n.a. 13.34 12.95 12.3t 11.92 11.97
Other real estate owned . .30 37 42 43 52 77 80 57 28 17

Managed liabilities ..... 2567 2600 2751 2762 2593 2340 1997 1964 2286  24.69
Average net consolidated

sets
(billions of dollars) ... 710 771 839 892 937 961 968 978 1,032 1,094
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A2, Countinued

D). Banks Ranked OISt thiough [OOO by assets

ftem 1986 l I‘)87i 1988 J 1989 ! 1990 l 1991 [ 1992 I 1993 [ 1994 l 1995
Effective interest rate (percent)?

Rates earned

Interest-earning assetsy ... 9.93 9.47 9.92 10.75 10.44 9.54 B.17 7.44 7.61 8.45
Taxable equivalent ..................... .. 10.49 9.82 10.16 10.96 10.60 9.68 8.29 7.56 7.70 8.54
Loans and leases, gross ... 10.85 10.33 10.77 11.62 11.24 10.41 9.15 8.58 R.67 9.47
Net of loss provisions ............. ... .. 9.60 9.05 9.62 10.45 9.50 8.70 7.87 7.77 8,14 8,78
Securities .o 8.30 7.68 7.84 8.34 8.54 8.10 6.9} 5.79 5714 6.25
Taxable equivalent ... 10.106 8.76 8.58 8,98 9.02 8.53 722 6.11 3.96 0.26
Iavestment account ... 8.31 771 7.85 8.36 8.51 8.12 6.93 5.80 572 0.25
U.S. government and other debt ... ..., 8.99 7.96 8.05 8.62 8.77 8.29 6.97 577 5,70 6.30
Stateandlocal ... 7.01 7.03 7.17 7.28 7.34 7.25 6.87 6.30 5.94 5.82
Equity? ..o na 0. n.i, 6.90 6.94 6.02 5.06 4.95 5.34 6.06
Trading account ................. ... 7.42 5.80 6.96 7.6} 9.92 6.80 3.62 4.82 5.29 5.58
Gross federal tunds sold and reverse RPs ... 0.86 6.64 7.47 9.05 7.98 5.63 3.49 3.02 4.07 5.45
Interest-bearing balunces at depositories ..., 7.52 7.04 7.82 9.21 8.52 6.82 4.61 3.50 4.29 6.09
Rates puid
Interest-bearing Habilities ... .. ... 6.93 6.31 6.72 773 7.28 6.09 4.21 333 3.58 4.65
Interest-bearing deposits ... 6.76 6.10 6.50 7.36 7.07 6.05 4.18 3.26 3.32 4.20
lu toreign offices ... 6.94 6717 7.65 898 8.12 638 425 335 4.31 593
in domestic offices ... 671 6.08 6.46 7.31 7.04 6.04 4.18 326 3.29 4.22
Other checkable deposits ... L 1.4, 4.65 4.77 4.88 4.77 4.28 2.68 202 1.87 203
Savings (including MMDAs) ... ... i 5.29 5.54 6.13 599 5.13 335 2.58 265 324
Farge-denonmination CDs .. ... ..., 7.32 6.83 742 8.70 8.05 6.62 4.77 3.89 4.24 5.02
Other time deposits ..o . 7.16 7.46 8.32 8.06 7.07 537 4.40 4.42 5.54
Gross federal funds purchased and RPs . ., 0.61 0,35 7.40 9.01 787 5.61 3.47 2.95 4.13 5.61

Income and expenses ay a percentage of average net consolidated assets

Gross Interest iNCOme ..., vveveenveiiniineienns 8.69 8.40 8,88 9.68 9.40 8.62 7.39 6.75 6.93 7.7%

Taxable equivalent ........ .. ... 9.18 872 9.10 9.86 9.53 3.74 7.49 6.85 7.02 7.79
Loans ..o 6.49 6.45 6.89 7.52 7.23 6.50 548 5.07 5.28 6.01
Seeuities .. ... 1.57 1.43 1.43 t.54 1.61 1.70 1.65 .48 .45 1.43
Gross federal funds sold and reverse RPs .., 37 31 32 38 .36 27 A7 14 J4 21
OREE -, 25 22 b2 25 20 15 08 06 06 07

Gross interest expense .. 4.95 4.59 5.03 5.84 5.55 4.07 317 2.46 2.66 346
Deposits 4.21 3.82 4.10 4.70 4.59 4.02 274 207 2.02 2.56
Gross federal funds putchased and RPs ... ... 55 .53 .64 83 .67 42 25 22 35 46
Other ..o A9 23 29 31 29 23 A7 17 29 45

Net interest income ... 3.74 381 3.85 31.84 3.84 395 4.21 4.28 4.27 4.25

Taxable equivalent ... 4.23 4.13 4.07 4,02 3.98 4.07 4,32 4.38 4.36 4.33

Loss provisioning® 75 80 14 a5 112 1.07 77 48 32 43

Noninterest income .~ 1.30 1.36 1.36 1.38 1.50 1.64 1.70 1.84 1.86 .84
Service charges on depusits ... 4 34 35 36 3 A0 Al AS 42 AL
Income from fiduciary activitics 25 25 25 .25 .26 27 28 29 28 27
Foreign-exchange gains and fees o000 01 01 * .01 * 01 ¥ 01 .01 01
Trading iBCOme ..o .04 03 03 03 .02 .03 .02 .02 .01 01
Other ... 67 73 74 74 .84 .94 95 1.08 113 1.12

NORINIErest eXPense ....o.vvivevii s 3.51 3.54 3.50 3.45 3.51 3.7s 3.89 3.93 379 3.09
Salaries, wages, and employee benefits ..., 1.59 1.54 1.49 [.48 1.47 148 1.51 1.52 .49 .44
Expenses of premises and fixed assets ... ... 53 52 .50 49 49 49 .50 48 47 A5
Other ... o e £.38 1.47 .51 1.49 .55 179 1.88 1.93 1.83 1.79

Net noninterest expense ...........ooooii, . 2.24 2.18 2.14 2.07 2.0l 2.11 2.19 2.09 1.93 1.85

Realized gaing on investment account securities . . A2 04 * 0t 01 09 10 06 —05 =01

Income before taxes and extraordinary items ... .. 90 88 98 1.02 12 .86 1.35 1,78 1.97 1.96
Taxes .. oo 18 27 32 32 22 29 44 61 .67 .68
Extraordinary items ... .01 02 .01 * * 03 * 04 * *

NEtcome . ooovu i i 3 62 .67 Tt St .60 92 121 .29 .28
Cash dividends dectared ... 40 44 48 A48 53 58 48 79 81 87
Retained income ... 33 18 18 .23 -.02 02 43 43 48 41

MEMo: Returnonequity ... 10.93 v.25 10.01 10.54 7.41 §.45 2.16 1491 15.45 14.86

4 In absolute value, less than 0 005 percent.

u . Not available, MMDA Money market depasit account. RP Repurchase agreement. C'D Cedilicate ol deposit.

1. Includes allocated trausler visk reserve,

2. As inthe Call Report, equity seewmities are combined with “other debt securities™ belore 1989,

3. Before 1994, the netted value of off-balance sheet tems appeared m“tading, account seewities” it a pain and “other nou interest beaning labilities” i a loss
4 Where possible, based on the average of gquanterly batance sheet data reporied on sehedule RC-K of the quanterly Call Report,

5. Includes provistioning tor allocated transler sk,
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A2, Portfolio composition, interest rates, and income and expense, all insuared domestic commercial banks and
I .
nondeposit trust companies, 1980 95
5. Banks not tanked aimong the 1,000 kugest by assets

ftem 1986 ] 1987 I 1988 l 1989 l 1990 l 1991 I 1992 | 1993 } 1994 [ 1995
Balance sheet items as a percentage of average net consolidated assets
Interest-earning assets ..o 90,01 90.51 90.81 90.90 91.06 91.24 91.39 91.66 91.72 91.70
Loans and lesses, net ..................... .| 52.83 52.82 53.88 54.84 54.74 54.05 53.03 52.95 54.64 56.61
Commercial and industrial .............. 13.68 12.84 12.34 12.10 11.53 10.59 9.74 9.24 9.31 9.66
U.S. addressees ....o.ovvviiiieninnn 13.66 12.81 12.32 12.07 11.49 10.55 9.70 9.20 927 9.60
Foreign addressees ................... .03 03 .02 .03 .04 04 .04 .04 .05 .06
CONSUMET ... vvcvevaeneeenearnennians L1241 11.74 11.48 [1.46 11.20 10.49 9.68 9.17 9.38 9.54
Crediteard ... .68 .80 86 .93 1.00 1.08 1.00 92 96 1.0t
Installment and other ...................... 11.74 10.94 10.62 10.53 10.20 9.41 8.68 8.26 8.41 8.53
Realestate ........ooeveviinnennnienn.. . 21.94 24.07 26.02 27.36 28.35 29.31 30.15 31.10 32.19 33.54
In domestic oftices ................... 21.94 24.07 26.02 27.36 28.35 2931 30.15 31,10 32.18 33.54
Construction and land development . 221 2.19 222 2.29 2.37 2.18 1.98 1.93 2.14 2.38
Farmland ....................co00 1.42 1.59 1.74 1.82 1.86 1.93 2.06 2.20 2.34 2.48
One- to four-family residential ... .. [1.62 12.80 14.06 14.81 15.37 15.99 16.44 16.82 16.94 17.45
Homeequity ................v.es n.a. n.a. 73 94 1.16 1.29 1.34 1.27 1.24 1.20
Other ..o n.a. n.a. 1332 13.86 14.21 14.69 15.10 15.55 15.73 16.25
Multifamily residential ............ 54 .60 .61 .62 .66 71 77 84 93 95
Nonfarm nonresidential ............ 6.15 6.90 7.40 7.82 8.09 8.50 8.91 9.30 9.83 10.27
Inforeignoffices .................... * ® * * * * * * ® *
Depository institutions ................. 25 .30 31 .26 .23 .20 13 42 A3 .16
Foreign governments ................... 01 .01 .02 .01 .01 .01 .01 02 0l *
Agricultural production 4 376 3.30 325 3.28 3.30 348 3.54 3.58 3.89 395
Otherloans ........................0 . 220 1.90 1.75 1.67 1.4t .24 99 87 81 16
Lease-financing receivables ............. 19 19 .19 .19 18 17 A7 18 19 22
LEss: Unearned income on loans ........ -.83 -.67 ~.61 —.60 -.58 -51 -43 -.36 =31 -30
Less: Lossreserves' ... -78 -.86 —-.88 -.88 -.89 ~.93 —.96 -97 -95 -.93
Securities ... i 26.96 27.67 2798 27.92 28.38 29.98 32,10 33.08 32.90 30.51
Investment account .................... 2691 2759 27.93 27.85 28.28 29.92 32.04 33.01 32.86 30.47
DEbt cooviiii e | 2691 27.59 27.93 27.45 27.92 29.55 31.60 32.57 32.42 30.02
US. Treasury ....coovvvvviiineininninnns 11.40 10.64 9.75 8.84 8.77 9.24 10.25 10.50 10.81 9.19
U.S. government agency and
corporation obligations .............. 6.45 8.18 9.80 11.37 12.43 13.81 15.04 15.80 15.35 15.12
Government-backed mortgage pools .. .. 1.38 2.66 3.22 3.76 4.58 559 5.52 5.38 481 4.19
Collateralized mortgage obligations J ona na. n.a. n.a. 92 1.55 2.66 3.33 3.4l 2.5
Other .......ooovvviiiiiniinns . 5.07 5.52 6.58 7.61 6.93 6.67 6.85 7.09 7.43 8.18
State and local government ........ . 8.01 6.63 5.65 4.94 4.56 4.26 4.29 4.70 5.01 4.69
(07111 S . 1.06 2.13 272 2.30 2.15 2.23 2.03 1.57 1.25 1.02
Equity? ....... .ona n.a. n.a. 40 36 A8 44 45 44 45
Trading account . . 05 .08 05 .07 10 06 .05 07 04 .03
Gross federal funds sold and reverse RPs . 7.09 6.66 5.76 5.74 6.13 5.64 5.10 4.66 3.42 3.92
Interest-bearing balances at depositories ... 3.13 3.36 3.19 2.40 1.81 1.57 1.16 97 77 .67
Non-interest-earning assets .................. 9.99 9.49 9.19 9.10 8.94 8.76 8.61 8.34 8.28 8.30
Revaluation gains on off-balance-sheet items . na n.a. n.a. n.a, n.a. n.a. n.a. na. * *
Other ...ooovii na, n.a. n.a. n.a. na. na. n.a. n.a. 8.28 8.30
Liabilities ......... ..o 91.81 91.74 91.61 91.44 91.40 91.38 91.07 90.63 90.43 90.03
Interest-bearing liabilines ............... 4 75.62 76.39 76.94 77.13 77.83 78.40 77.83 76.89 76.19 75.73
Deposits ......... 73.67 74.39 74.84 75.00 75.79 76.42 75.75 74.55 73.14 72.70
In foreign office: .06 04 .04 .06 07 08 07 08 09 A
In domestic ol’ﬁces ................. 73.61 74.35 74.8¢ 74.93 75.72 76.34 75.68 74.47 73.05 72.59
Other checkable deposits . ........ 9.03 10.33 10.64 10.38 10.45 10.98 12.33 13.16 13.32 12.37
Savings (including MMDAs) .. ... 22.19 23.30 2192 19.51 18.73 19.35 22.10 23.54 23.23 20,41
Small-denomination time deposits .. 30.90 29.56 3098 33.66 35.37 35.86 32.85 30.11 28.83 30.92
Large-denomination time deposits .. 11.49 11,16 11.27 11.33 1117 10.15 8.40 7.66 7.68 8.89
Gross federal funds purchased and RPs .. 129 1.27 1.35 1.35 1.36 1.31 1.36 1.44 1.89 178
Other 66 73 75 78 67 .67 72 .90 1.16 .25
Non-interest-bearing S .| 16.18 15.34 14.67 14.31 13.57 12.98 13.24 13.74 14,24 14.30
Demand deposits in domestic offices .......... 14.87 14.23 13.58 13.09 12.37 11.83 12.23 12.81 13.34 13.23
Revaluation losses on oft-balance-sheet items® | na n.a. n.a. n.a n.a. na, n.a. n.a. * *
Other ... i 1.32 1.11 1.09 1.22 1.24 i.l4 1.01 93 90 1.07
Capital aCCOUNE L. ... s 8.19 8.26 8.39 8.56 8.60 8.62 8.93 9.37 9.57 9.97
Memo
Commercial real estate loans 4ona n.a. n.a. n.a. n.a. 11.03 11.08 11.37 12.10 12.76
Other real estate owned ................. . .55 .63 .65 .63 .61 .66 .65 52 35 .25
Managed liabilities ................. ... 13.43 13.14 13.34 13.53 13.24 12.17 10.53 10,06 10.81 12.04
Average net consolidated assets
(billions of dofars) ...................... .. 649 659 654 662 681 695 697 688 679 666




vofits und Balance Sheet Developments at ULS. Commercial Banks in {995 505

A2, Coutinued

1. Banks not tanked among the 10O largest by assels

Hem 1986 1987 { 1988 L 1989 l 1990 { 1991 1992 [ 1993 L 1994 [ 1995
Effective interest rate (percent)?
Rates earned
[nerest-earning assets ... ... 10.29 9.54 9.76 10.50 10.32 9.64 8.43 7.61 7.58 8.40
Taxable equivalent . 10.79 9.87 10.01 10.72 10.52 9.82 8.59 .77 1.73 8.54
Loans and leases, gross ...................... 11.67 10.87 11.03 11.76 11.60 11.02 9.83 9.11 9.01 982
Net of loss provisions ............... ... 0.98 9.60 9.99 10.86 10.65 10.08 9.05 8.6} 84.67 9.41
Securihes ... 8.73 7.93 7.93 8.37 8.42 8.03 6.99 5.92 5.61 6.1
Taxable equivalent ...................... 10.32 8,93 8.64 9.0t 8.99 8.53 7.40 6.33 6.00 6.12
Investment account ... 8.73 792 792 8.36 8.41 8.3 6.99 53.92 5.61 6.1
U.S. government and otherdebt .. ........ 9.24 8.05 8.01 8.51 8.59 8.19 7.06 5.91 5.60 6.19
Statcand local ... 7.52 7.53 7.57 7.57 7.46 7.47 6.71 6.09 5.70 5.64
Bauity? ... na, n.a. n.a. 8.19 8.34 7.13 5.63 5.6 5.52 6.31
Trading account ............... 8.44 9.04 14.88 14.84 12,43 8,52 7.12 4.82 6.03 6.09
Gross federal funds sold and reverse RPs ..., 691 6.82 7.68 9.25 8,12 5.66 3.51 295 4.09 597
Interest-bearing balunces at depositories ... 8.07 7.38 8.07 9.13 8.55 7.36 5.60 4.52 4.64 593
Ratey paid
Interest-bearing tiabilities ...................... 7.02 6.20 6.41 7.16 7.02 4.47
Interest-bearing deposits ...... 60.97 6.13 6.36 7.10 6.97 4.40
In foreign offices ... .. 7.06 729 7.62 9.35 7.57 577
in domestic offices ... 6.97 6.13 6.36 7.10 6.97 4.39
Other checkable deposits . .. n.a. 493 4.99 5.09 5.02 2.50
Savings (including MMDAs) ... n.a. 5.37 5.48 5.81 5.74 3.32
Large-denomination CDs ........... . 7.36 6.57 7.13 8.36 7.92 5.56
Other time deposits ..., n.a, 6.97 7.17 8.03 7.88 5.52
Gross federal funds purchased and RPs ..., 6.59 6.26 6.79 8.51 8.03 5.02
Income and expenses as a percentage of average net consolidated assets
Gross interest income ... 9.33 8.72 8.95 9.65 9.51 8.91 7.79 7.05 7.02 779
Taxable equivalent ............. . 9.78 9.02 9.17 9.85 9,68 9.07 794 7.19 7.16 7.92
Loans ..o L. 623 5.82 6.01 6.53 6.44 6.05 5.30 490 4.99 5.64
Securities ... oo O 2.35 2,19 2.21 2.33 2.38 2.40 224 1.96 1.84 1.86
Gross federal funds sold and reverse RPs ... .50 47 47 .57 53 34 18 14 .15 .25
OhEr ..o 25 25 26 23 47 12 07 05 .04 04
Gross interest exXpense ......o..oooveeiia. 5.28 4.72 4.91 5.50 5.44 4.43 3.45 271 2.65 3.38
Deposits ..., 5.14 4.58 4.76 5.32 5.28 471 3.36 2.63 2.52 3.20
Gross federal funds purchased and RPs ..., .09 .08 10 A2 A 07 05 04 07 JO
OEhET oo e 05 .06 .06 .06 .05 .05 04 .04 .06 .08
Net interest income ... 4.06 4.01 4.04 4.15 4.07 4.09 434 4.33 4.37 4.41
Taxable equivalent ........................ 4,50 4.30 426 4.35 4.24 4.24 4.49 447 4.51 4.55
[Loss provisioning® ................... 90 68 .56 50 53 St 42 27 19 23
NORIRterest inCoMe . ...oovveeii e 85 K8 92 1.00 1.01 1.08 116 1.25 1.30 1.38
Service charges on deposits ... .. 42 Al 41 41 A2 44 45 45 44 Ad
Income from fiduciary activities .............. A0 1 A2 14 14 14 6 16 17 22
Foreign-exchange gains and fees ... * * ® * * * * * * *
Trading inCOMe ..........oooviiiiiiiiiiinnns * * * 01 .01 * * ® * 01
Other ... 33 .35 39 44 44 49 55 64 .69 Tt
NOWINICrest CXPENse . ....ovveeviinroneiann..., 347 3.43 3.44 3.48 3.49 3.60 3.67 373 3.78 3.80
Salaries, wages, and employee benefits 1.63 1.62 1.62 1.65 1.64 1.65 1.69 1.72 1.75 1.80
Expenses of premises and fixed assets . - .53 .52 51 51 49 49 49 A48 49 .50
Other .....oooviviiii s . 1.30 1.30 132 1.33 {.36 t.47 1.49 1.52 1.55 t.51
Net noninterest expense ... .. 2.62 2.56 253 249 2.48 2.53 2.51 248 2.48 2.42
Realized gains on investment account securitics |, 6 03 o 01 * 06 .09 07 -03 *
Income before taxes and extraordinary items ... .. .69 81 95 .17 1.06 11 1.50 1.65 1.67 1.76
THAKES oot e e 15 25 29 .37 34 35 47 5t 51 55
Extraordinary items ............... . 01 02 o2 .02 02 01 02 03 * #*
NELINCOME ..ov e .55 58 68 .83 NES 77 1.04 1.19 1.16 1.21
Cash dividends declared . o .40 40 46 .52 49 47 51 .56 .57 .62
Retained income ................. . o .16 18 21 30 24 30 53 .63 .58 .59
MeMo: Return onequity ..o, 6.74 6.99 8.09 9.65 8.61 8.95 11.64 12.69 12.08 12.13

# In absolute value, less than 0.005 pereent.

i Not avalable, MMDA Money market deposit account, RP Repwichase agrecment. CD Certtheate ot deposit.,

1. Includes allocated transter risk reserve,

2. As i the Call Report, equity securities aie combined with "other debt securities™ betore 1989,

3. Betore 1994, the netted value of off balance sheet items appeated in “trading account securities™ il a gain and “other non-mterest-bearing labdities™ of i loss,
4. Where possible, based on the average ot quanteily balance sheet data reported on schedule RC-K of the quarterly Call Report.

5. Includes provisioning for allocated transfer 1isk
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Treasury and Federal Reserve

This quarterly report describes Treasury and System
Soreign exchange operations for the period  from
January through March 1996, It was presented by
Peter R, Fisher, Lixecutive Vice President, Federal
Reserve Bank of New York, and Manager for Foreign
Operations, System Open Market Account. Daniel
Katzive was primarily responsible for preparation of
the report.!

During the first quarter of 1996, the dollar appreci-
ated 3.9 percent against the Japancse yen, 3.0 percent
against the German mark, and 2.1 pereent on a

1. "The charts for the report are available on request from Publica-
tions Services, Mail Stop 127, Board of Governots of the Federal
Reserve System, Washington, DC 20551,

Foreign Exchange Operations

trade-weighted basis against other Group of Ten
(G-10) currencies.? The dollar strengthened in the
first weeks of the new year, reaching its highs for the
quarter of DM 1.4945 on January 25 and ¥107.57 on
January 31. After bricfly weakening in February, the
dollar proceeded to trade in a narrow range, closing
the quarter at DM 1.4764 and ¥107.24. The U.S.
monetary authorities did not undertake any interven-
tion operations in the foreign exchange market during
the quarter. However, the U.S. Treasury’s [xchange
Stabilization Fund (ESF) and the Federal Reserve

2. The doll’s movements on a trade-weighted basis in terms of
other G- 10 currencies are measured using an index developed by stalt
at the Board ol Governors of the Federal Reserve System.

I, Forcign exchange holdings of ULS. monctary authorities, based on current exchange rates

Millons of dollars

Quarterly changes in balances by source
Ttem Balance, R R e 7('7 T Balance,
Dec. 31, 1995 Net purchases Impact of Investment v;’;:::‘“{ Mar. 31, 1996
It 3. g ! g 2 Tne <
and sales sales income adjustments?
FEDERAL RESERVE
Deutsche marks ...l 13,514.7 0 Q 1374 -386.1 13,2660
Japanese yem ..., 6,872.4 0 0 6.2 -242.0 6,636.6
Mexican pesos® ... 601.9 —658.5 0 8.5 48,13 0
Interest receivables® ............. ... 113.5 75.7
Other cash flow from investments” ....... -33 7.4
Total ... 21,099.1 19,9854
U.S. TREASURY
EXCHANGE STABILIZATION FUND

Deutsche marks ......................... 6,838.4 0 0 724 -195.3 6,715.5
Japanese yen ...........oiiiiiiiiiiiiinn. 10,088.1 0 0 52 -363.0 9,730.5
Mexican pesos® ... 11,150.0 ~900.9 250.9 03 10,500.0
Interest receivables® ... .. ... L 302.6 272.7
Other cash flow from investrents” ..., -12.7 18
Total .......... ... 28,366.4 27,2262

Notr. Figures may not st 1o totals because of rounding.

[ Purchases and sates include foreign currency sales and purchases celated o
official actvity, swap drawings and repayments, and warchousing.

2. Caleulated using marked to market exchange tates; 1iepresents the dter-
enee between the sale exchange rate and the most recent revaluation eaclange
rate. Realized profits and tosses on sales of foreign cuntencies, computed as the
difterence between the histotic cost ol acquisition exchange ate and the sale
exchange rate. are shown i table 2.

3. Foreign cutrency balances are marked o market monthly at month-end
exchange rates

<. See table 4 for a breakdown of Mexican swap activities, Note that the
mvestnient meome o Mexican swaps 15 sold back to the Bank of Mexieo.

5 Valuation adjustments on peso balances do not atteet proht and loss
because the elfect 15 oftset by the unwinding ol the torward contract at the
repayment date. Note that the ESICdoes not nark (o market its peso holdings,
but the Tederal Reserve System doces.,

0. Interest receivables for the ESE are revalued at month end exchange rates.
Interest receivables tor the Federal Reserve System are cardied at cost and are
not marked to market unul interest is paid.

7. Cash flow dillerences from payment and cotlection ot funds between
quitters,
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System did receive final repayments from Mexico on
the remaining balances ol $650 million outstanding
under cach of their respective short-term swap
arrangenients. An additional $10.5 billion remains
outstanding under the HSEs medium-terny swap
facility.

STRENGTHENING OF THE DOLIAER
AT THE QUTSET OF THE NEW YIEAR

Jarly in the year the dollar appreciated against the
German mark and other Furopean currencies because
of the widespread pereeption that monetary casing in
Lurope would proceed at a laster pace than in the
United States. This expectation was bolstered by the
release of weak German economic data in January:
The scasonally adjusted west German  unemploy-
ment rate for Deccuiber rose to 8.0 percent, and
forecasts for 1996 rcal growth in German gross
domestic product began to be revised downward to
below 2.0 percent.

Against the yen the dollar was supported by indica-
tions of a continued narrowing ol the U.S. -Japan
current account imbalance. Trade statistics released
in Japan showed that Japan’s November current
account surplus had fallen 17.1 percent ycar over
year and confirmed that Japan’s 1995 current account
surplus was the lowest in four years. Similarty, U.S.
trade data indicated that in October 1995 the US.
trade deficit with Japan, although slightly higher than
in September 1995, had fallen almost $2 billion from
its year-ago level.

Early in the quarter the dollar also benefited indi-
rectly against the yen because of the market percep-
tion of a broad-based revival of investors’ risk appe-
tite and a demand {or higher yiclds. This dynamic

served to support the carrencies and credit markets off

the higher-yielding Furopean countries, including
ltaly, Sweden, and Spain, at the expense of lower-
yiclding currencics, such as the Japanese yen. The
generalized weakness in the yen helped support the
dollar yen exchange rate.

Investors also becanie more optimistic about the
outlook for the dollar after the end of the U.S. govern:
ment shutdown in December and after a subsequent
casing of market concern about the budget impasse.
Finally, comments made by German and other Group
of Seven (G-7) officials around the time of the Janu-
ary G-7 meeting of finance ministers and central bank
governors suggested a preference for a stronger ULS.
currency.

CHANGES IN MONETARY POLICY
CXPECTATIONS AND THE DECLINE
OF THE DOLIAR

In February, bond markets in Germany and Japan
weakened anmid a broad reassessment of interest rate
expectations belore recovering later in the quarter. At
the same time, ULS. Treasury bond yields also rosce.

In the United States, credit markets were hurt by a
shift in the budget debate. Negotiations on balancing
the federal budget appeared unlikely to progress
further, while the commiencement ol the 1996 presi-
dential campaipn locused attention on the pros-
pects for stronger cconomic growth. During Liebruary
the yield on the benchmark thirty-year T'reasury bond
rose ucarly 50 basis points. Weakness i the LS.
bond market contributed o a weakening ol the
dollar as markel participants anticipated  that the
bond market's performance would prompt foreign
investors to liquidate positions in dollar-denominated
securities.

Mecanwhile, in carly February the German Bundes-
bank announced that it would fix its repurchase rate
at 3.3 pereent. The announcenent suggested Lo
some market participants that the Bundesbank might
be at or near the end of its casing cycle. ‘These
concerns were magniticd by widespread rumors that
lichruary data would indicate that German M3 had
risen at a rate well above the Bundesbank’s target
range in January. ‘The prospect that German cco-
nomic growth would resume and that interest rates
would not coatinue to fall prompted strengthening of
the mark.

Also in carly lebruary a report of strong Japanese
housing, starts and higher-than-expected  Japanese
industrial production prompted market participants
o wonder whether Japan’s accomniodative monctary
policy stance might soon end, despite continued pen-
crous injections of liquidity by the Bank of Japan. On
February 15, Japancse Finance Minister Kubo made
comments indicating that fow interest rates were
hurting senior citizens, and these coments were
interpreted by market participants as confirming that
Japan’s ofticial rates would soon rise. This sentitment
contributed to a broad-based unwinding of short yen
positions against the U.S. dollar and other major
currencies. The dollar weakened against the yeu and
the mark, reaching February lows of DM 1.4411 on
lebruary 19 and ¥ 103.35 on February 27, Against the
yen, the dollar was supported by widespread reports
of intervention by the Japuanese monetary authoritics
and the subsequent pereeption that Japanese mone-
tary authoritics did not wish to see renewed strength
of the yen.
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RECOVERY OF THE DOLIAR AND SUBSEQUENT
TRADING IN A TIGHT RANGE THROUGH THE
END OF THE QUARTER

Concerns about an end to German monctary casing
began to diminish after the release of the January M3
report, which, although above the Bundesbank’s tar-
get range, was lower than the market’s worst fears. In
carly March, the release of negative fourth-quarter
GDP figures and high February unemployment duta
in Germany as well as continuing evidence ol sub-
dued inflationary pressures helped revive expecta-
tions of further German interest rate reductions.

Similarly, in Japan, the March | release of a some-
what weaker-than-expected ‘Tankan survey by the
Bank ol Japan indicated that the Japanese cconomy
was recovering more slowly (han market participants
had previously anticipated. This development served
to unwind market expectations of a near-term change
in Japancse monetary policy and caused yields
implied by 1996 Huroyen futures contracts to fall as
much as 33 basis points.

On March 8, it was reported that U.S, February
nontarm payrolls had grown 705,000, an increase
more than twice as large as consensus expectations,
and that the uncmployment rate had fallen to 5.5 per-
cent. The strong data led to a reassessment of expee-
tutions for future bederal Reserve policy and sug-
gested to many that stronger growth in the United

[

Net profits or losses () on WS, Treasury
and Federal Reserve Toreign exchunge operations,
bused on historical cost-ol-acquisition cxchange rates

Millions ol dollars

U.S. Treasury
. . Federal Exchange
Period and item Reserve Stabilization

Fund
Valuation profits and losses on
cutstanding asscts and liabilities,
Dec. 3i, 1995
Deutsche marks ... 2,892.0 1,054.8
Japanese yen ...l 1,726.6 2,539.2
Total ...l 4,618.6 3,593.9
Realized profits and losses
from foreign currency sales,
Dec. 31, 1995-Mar. 31, 1996
Deutsche marks ................... 0 0
Japanese yen ... il 0 0
Total ... 1] 0
Valuation praofits and losses on
outstanding assets and liabilitics,
Mur. 31, 19961
Deutsche marks ................... 2,505.9 859.5
Japanese yen ... 1,487.9 2,188.9
Total .................ccll 39938 3,048.3

Notr. Figuces may not sun (o totals because of 1ounding
I Valuation profits or losses wre not aftected by peso holdmgs, whiel aie
canceled by forward contracts,

States would move interest rate differentials between
the United States and Japan and between the United
States and Germany in {avor ol the dollar.

The combined elfect of the data in the three mar-
kets was 1o resurrecl, at least partially, the relative
growth scenarios that had been favorable to the dollar
carly in the year. The dollar recovered against the
mark and the yen and proceeded to trade in a narrow
range for the remainder of the quarter, firming against
the yen as trading thinned in the final week of the
Japanese fiscal year. The market consensus that Japa-
nese exporters had largely hedged their dollar reve-
nues well in advance of the conclusion of the Japa-
nese fiscal year helped prevent the heavy dollar
selling that had been evident in March in recent
years.

STABILITY IN NORTH AMERICAN MARKITS

Canadian credit markets performed well during the
quarter, with the spread between Canadian and ULS.

3. Currency arrangements

Millions of dollus

- Amount of Outstanding,
Enstitution facility Mar. 31, 1956
FEDERAL RESERVE
REctPrOCAL. CURRENCY
ARRANGEMENTS

Austrian National Bank ............. 250 0
National Bank of Belgium .......... 1,000
Bank of Canada .................... 2,000
National Bank of Denmark ......... 250
Bank of England ................... 3,000
Bank of France .................... 2,000
Deutsche Bundesbank .............. 6,000
Bankof Italy ....................... 3,000
Bank of Japan ..................... 5,000
Bank of Mexico! ................... 3,000
Netherfands Bank .................. 500
Bank of Norway ................... 250
Bank of Sweden ................... 300
Swiss National Bank ............... 4,000
Bank for International Settlements
Dollars against Swiss francs ........ 600
Dollars against other authorized

Furopean currencies ........ ... 1,250
Total ............. ...l 32,400 0

U.S. TREASURY
EXCHANGE STABILIZATION FUnD
CURRENCY ARRANGEMENTS

Deutsche Bundesbank .............. 1,000 0
Bank of Mexico!
Regular swaps ... 3,000 0

United Mexican States!

Medivm-term swaps ............. 10,500

Total' ... ........... ..

10,500

L. Facihities available to Mexico comprise shoit-tetm swaps between the
Bunk of Mexico and both the Federal Reserve and the ESE, as well as medinm-
terna swaps and government guacantees between the government of Mexico and
the ESE The total wmount available from both medium-term swaps and govern-
ment goariees v $20 billion, Tess any owstanding drawimgs on the short
term facihties,
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government ten-year benchark bond yields falling
sharply amid favorable fiscal developments in Can-
ada and diminished pereeptions ol political risk. The
Canadian dollar closed the quarter 0.5 percent
stronger against the U.S. dollar.

Mexican markels also stabilized, largely ignoring
volatility in U.S. cquity and credit markets. The
Mexican peso appreciated 2.3 percent against the
dollar, despite weakening in Ticbruary, and overnight
interest rates fell nearly 900 basis points to 35 per-
cent. Shifting investor appetites  fueled by expecta-
tions [or moderating inflation, signs of improving
cconomic fundamentals, and increasing confidence in
Mexican monctary policy --supported the peso.

THe RISE OF GOLD PRICES

Gold prices reached their highest levels in nearly six
years, trading as high as $418.40 per ounce. Three
factors appear to have fucled the rally: strong demand
fromt physical end-users in Asia, low opportunity
costs for holding the metal as global interest rates
declined, and reduced forward sales by producers.
Later in the quarter, these price gains were parlially
reversed as high prices spurred additional sales, "The
price of the metal closed the quarter $8.35 higher, at
$395.45 per ounce.

MEXICAN SWAP ACTIVITY

On January 29, Mexico made the final repayment on
its short-terny swap arrangements with the U.S. mone-
tary authorttics. A total of $1.3 billion was repaid,
divided evenly between the tederal Reserve Systetn
and the ESH On January 31, 1996, the special $3 bil-
lion swap facility established by the Federal Reserve
Systent on February 1, 1995, expired according to its
original terms without being renewed.

TREASURY AND FEDERAL RESERVE
FOREIGN EXCHANGE RESERVES

The U.S. monctary authoritics did not undertake any
intervention operations this quarter. At the end of the

4. Drawings/rollovers and vepaymients ( -) by Mexican
monetary authorities
Miltions of dollas

Out- Out-
. standing, : . istanding,
Ttem Dec. 31, Jan, Feb, Mar. Mar, 31,
1995 1996
Reciprocal currency
arrangements with
the Federal Reserve
Bank of Mexico
Regular ................ 650 650 0 0 0
Currency arrangements
with the US. Treasury
Exchange Stabilization
Fund
Bank of Mexico
Regular ................ 650 —-650 0 0 0
Medium-term ........... 10,500 0 0 0 10,500

Note. Data are on a value-date hasis,

quarter, the current values ol the reserve holdings of
German marks and Japanese yen ol the bederal
Reserve System and the HSF were $20 billion and
$16.5 billion respectively. The ULS. monetary authori-
tics invest all of their foreign currency balances in a
varicty ol instruments that yield market-related rates
of return and bave a high degree of liquidity and
credit quality. A significant portion of these balances
is invested in German and Japanese government secu-
rities held either directly or under repurchase agree-
ment. As of March 31, outright holdings of govern-
ment sccurities by U.S. monctary authorities totaled
$3.6 biltion and included investments in Japanese
treasury bills and German government bonds.

Japancse and German government securities arce
also held under repurchase agreement through trans-
actions executed direetly in the market or through
agreements with oflicial tostitwtions. Government
securitics held under repurchase agreements by the
U.S. monetary authoritics totaled $14.3 billion, In
addition to government securitics, forcign currency
reserves are also invested in deposits at the Bank lor
International Settlements and in facilities at other
official institutions.

In addition, the ESE held $10.5 billion equivalent
in nonmarketable Mexican government securitics
in connection with the ESE’s medium-term swap
arrangement. [
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Industrial Production and Capacity Utilization

for April 1996

Released for publication May 15

Industrial production advanced 0.9 percent in April
after a decline of 0.5 percent in March, when a strike
caused the output of motor vehicles and parts to
plunge 14 percent. Excluding the decline and subse-
quent rebound in production ol motor vehicles and
parts, the index of industrial production rose 0.3 per-

Industrial production indexes
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cent in March and was unchanged in April. At
124.5 percent of its 1987 average, industrial produc-
tion in April was 2.0 percent higher than it was in
April 1995,

Capacity utilization rose 0.5 percentage point in
April, 1o 83.0 percent. As indicated in the Notice at
the end of this article, the capacity utilization rates
have been revised beginning i January 1995, Revi-
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Industrial production and capacity utilization, April 1996

Industrial production. index. 1987 =100
Percentage change
Category 1996
1996+ Apr. 1995
= [ e 7 o
Jan.r [ Feb. ) Mar. lﬁ Apr.p Jan.© ( Feb.r | Mar' Apr.P Apr. 1996
Total ..o 122.5 1239 1234 124.5 -2 1.2 -5 9 2.6
Previous estimate ...l 1225 124.1 1235 -3 1.3 -5
Muajor market groups
Products. total ... oL 118.6 120.4 119.9 121.2 -4 1.5 -3 i.1 29
Consumer goods ..... 114.6 161 115.0 116.3 -1.0 1.3 -1.0 [N 1.7
Business equipment .. 160.5 164.9 163.0 166.0 1.3 27 -1.2 1.8 7.1
Construction supplies . . 107.2 108.6 110.4 13 =30 1.3 1.6 9 3.0
Materials.. ..o 128.5 129.3 128.7 129.6 .1 .6 - 7 2.0
Major industry groups
Manufacturing ..o, 124.5 126.2 125.1 126.8 -2 1.3 -8 1.3 27
Durable ........... 1349 137.6 135.8 138.9 A 2.0 -1.3 23 5.6
Nondurable 113.1 113.6 134 113.4 -6 N =2 0 -1.0
Mining ............ . 97.1 97.6 100.3 99.5 =11 N 2.8 -8 =11
Utilities ... 125.6 1257 126.5 124.3 4 N N -1.8 4.6
anaci Hivat . MEmMO
Capacity utilization. percent Capacity,
R —— per-
1995 1996 ;;‘;L';‘
Average, Low, High, . Re.
196705 | 1982 | 1988-89 Apr. 1995
Apr. Jan.r Feb.r Mar.! Apr.? Apr. 1996
Total ... 82.1 71.8 84.9 84.0 824 83.1 82.5 83.0 38
Previous estimate ... 823 83.2 825
Manufacluring ... 814 70.0 85.2 834 81.4 82.2 81.2 82.0 4.3
Advanced processing ... 80.7 714 83.5 81.3 79.7 81.0 79.6 80.6 5.0
Primary processing 82.6 66.8 89.0 88.2 85.4 85.0 85.2 85.3 2.6
Mining .............. . 87.4 80.6 86.5 89.9 86.8 87.3 89.7 89.0 -1
Utilities oo oo 86.9 76.2 9226 88.2 924 924 929 91.1 1.2

Nore. Data seasonally adjusted or caleulated from scasonatly adjusted
monthly data.
[. Change {rom preceding month.

sions to the aggregate capacity indexes and utiliza-
tion rates for total manufacturing, advanced- and
primary-processing, mining, and utilities were trivial.

When analyzed by market group, the data show
that the output of consumer goods rose 1.1 percent in
April. The production of automotive products, which
had fallen nearly 10 percent in March, rebounded
12.5 percent. The production of other durable con-
sumer goods increased nearly 1 percent, the third
successive monthly gain; this cumulative rise, how-
ever, merely offset the 4 percent drop in January. The
output of consumer nondurable goods declined
0.2 percent, as utility output for residential use eased
noticeably after a relatively cold March. The produc-
tion of clothing and chemical products declined fur-
ther. while the output of food changed little.

Apart from the effects of the strike at General
Motors, which had caused large fluctuations in the
output of transit equipment. the production of busi-
ness equipment rose (0.2 percent in March and
0.4 percent in April. The production of computer and

2. Contains components in addition 1o those shown,
r Revised.
p Preliminary.

office equipment advanced 2.4 percent after even
more rapid gains in February and March. The output
of industrial equipment, however, eased for a second
month.

The output of construction supplies rose 0.9 per-
cent; the cumulative gain over the past three months
was larger than the 3 percent drop in January, leaving
the level of output about V4 percent above its level in
December. The production of materials increased
0.7 percent in April, with the strength concentrated in
the durable goods materials used to make motor
vehicles. The output of nondurable goods materials
remained weak. The production of energy materials
decreased 1.3 percent, with declines in coal mining
and electricity generation.

When analyzed by industry group, the data show
that manufacturing output rose 1.3 percent after a
loss of 0.8 percent in March; excluding motor vehi-
cles and parts, production rose 0.3 percent in April
and 0.} percent in March. Production in durable
manufacturing jumped 2.3 percent, mainly because
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of the rebound in the motor vehicle and parts indus-
try. Production also increased | percent or more for
computers, lumber and products, and primary metals.
The output of nondurables did not change; declines in
textiles and rubber and plastics products offset gains
elsewhere. Production in mining decreased (.8 per-
cent, and the output at utilities fell 1.8 percent.

The factory operating rate, which had fallen
1.0 percentage point in March, rebounded 0.8 per-
centage point, to 82.0 percent. The utilization rate for
motor vehicles and parts—included in the advanced-
processing grouping—rebounded to 79.3 percent
from the strike-depressed March level of 66.8 percent
and accounted for the swing in utilization in manufac-
turing. Among other advanced-processing industries,
the changes in utilization were mixed. The utilization
rate for primary-processing industries edged up
0.1 percentage point, to 85.3 percent, which is
2.7 percentage points above its [967-95 average. In
mining, the utilization rate fell 0.7 percentage point,
to 89 percent. Utilization in coal mining, which had
risen 5 percentage points in March, fell 4 percentage
points, to 82.2 percent. The operating rate for utilities
declined 1.8 perceatage points. [l

NOTICE

Revised indexes of industrial capacity and rates of
capacity utilization for 1995 and 1996 are included in
the G.17 (419) monthly statistical release. Revisions
begin as of January 1995. Revisions in total industry
are very small; utilization was 82.7 percent in the first
quarter of 1996, the same as previously reported.

Updated estimates of capacity incorporate the data
on actual and planned investment by manufacturing
industries reported in the Burcau of the Census’s
Investment Plans Survey issued in late March, as well
as more detailed, revised utilization rates {from the
Census Bureau’s Survey of Plant Capacity for 1993
and 1994, The revisions to the capacity indexes affect
the utilization rates reported in the G.17 release be-
cause monthly utilization equals the monthly index of
production divided by the related monthly capacity
index.

Industrial capacity grew 3.8 percent from Decem-
ber 1994 to December 1995, 0.1 pereentage point less
than was previously estimated. Capacity in manufac-
turing grew 4.3 percent, also 0.1 percentage point
less than previously reported. Within manufacturing,
annual capacity growth for durable manufacturing
was revised up 0.5 percentage point, to 6.1 percent,
with noticeable upward revisions for computers and
electrical machinery. Capacity growth for nondurable
manufacturing was revised down 0.8 percentage
point, to 1.9 percent, with downward revisions for
printing and publishing and for rubber and plastics
products. In electric and gas utilities, capacity grew
1.1 percent in 1995; in mining, capacity edged down.
For 1996, overall industrial capacity is projected to
grow 4.0 percent, 0.5 percentage point higher than
previously estimated.

Diskettes containing the revised data arc available
from Publications Services, Board of Governors of
the Federal Reserve System, Washington, DC 20551
(202-452-3245). Data are also available through the
Economic Bulletin Board of the Department of Com-
merce; for information, call 202-482-1986.
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Statements to the Congress

Statement by Susan M. Phillips, Mcember, Board of

Governors of the Uederal Reserve System, before the
Subcommittee on Cupital Markets, Securities and
Government-Sponsored Enterprises of the Committee

on Bunking and Vinancial Services, US. House of

Representatives, April 18, 1996

I am pleased to appear betore this subcommitiee on
behalt of the Federal Reserve Board to provide com-
ments on the Entreprencurial Investment Act of 1996,
a bill proposed by Chairman Baker. At his request,
the Board statl provided technical assistance in the
drafting of the bill,

This bill would permit smaller bank holding com-
panies to provide limited equity capital to customers
of the subsidiary banks. Specifically, bank holding
companies of less than $1 billion in assets, all of
whose subsidiary banks were well capitalized, could
invest in the equity of those of their customers with
whom they have had a “significant” debt relationship
for at least a year. The individual equity investments
in these firms could not exceed 25 percent of the
voting shares of the fivm; the holding company could
not take an active part in the management of the firm
in which it held equity; and the subsidiary banks or
other depository institution subsidiaries could not
hold any of the stock. The aggregate amount of this
equity investment could not exceed half of the
amount by which the subsidiary banks’ capital
exceeded the well-capitalized minimum.

The bill prohibits joint marketing of the products
of the banking organization and the firms in which
the bank holding company invests. For prudential
reasons, the Board would have to provide one-time
approval for a banking organization o initiate such
investments, and the Board could supervise and regu-
fate this activity, as well as require divestiture if it
concluded such action was necessary Lo preserve the
safety and soundness of the insured depository sub-
sidiarics. Should the banks’ capital decline, the Board
could take action to preserve the safety and sound-
ness of the subsidiary insured depository institutions,
including requiring divestiture by the parent holding
company of shares alrcady held. The bank holding
company would be required quarterty to mark the
shares to market value, if possible, and if the shares
are not traded, to mark them o the lower of their

acquisition price by the holding company or their
book value as measured by the firm’s balance sheet.

Banking organizations alrecady are involved in
similar activitics under provisions of existing law.
For example, under existing statute and regulation,
all bank holding companies have for some time been
able to acquire passive cquity investments in any
company of up to 5 percent of the voting shares and
up o 24.9 percent of the total equity in a combination
of voting and nonvoting stock. There are no limits on
the total amount of equity investments that can be
made under these provisions. The bill before you also
permits 25 percent of the equity of a company to be
purchased—although all could be voting—but there
are prudential limits on the total amount of cquity
purchases.

Under existing interpretations of law, national
banks may—in addition—take so-called equity kick-
ers as part of loan agreements. That is, the bank may
take part or all of its interest on a loan in the form of
options or warrants for voting stock or profit sharing.
There is no limit on the percentage of the borrowers’
shares that may be the subject of these equity kickers.
It is our understanding that such equity kickers are
increasingly being used, with the options or warrants
sold into the market or exercised by a nonbank affili-
ate. In a number of states, state banks are permitted,
under state law and the Federal Deposit Insurance
Act, to participate in real estate investments and
various types of equity sccurities through subsidiaries
of the bank. Morcover, a national bank itsclf or any
bank holding company already can invest up to 5 per-
cent of its capital in a small business investment
company that, in turn, can own up to 49 percent of
the voting shares of any small business; the banking
organization can also make loans to those businesses.
In addition, national banks can invest up to 10 per-
cent of their capital in Community Development
Corporations that also take equity positions in compa-
nies designed to provide jobs in, or otherwise help
improve, low- and moderate-income neighborhoods.

Finally, the Financial Services Competitiveness
and Regulatory Reliet Act ot 1995 would permit any
bank holding company with a securities subsidiary to
purchase all of the equity of any company, so-called
merchant banking investments. This bill, sponsored
by Chairman Leach, would require such investments
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1o be passive, but there is no limit in the statute on the
aggregate amount of such investments. The bill this
subcommittee is considering also requires the invest-
ments to be passive but limits the amount of both the
individual and aggregate cquity investments. More-
over, the bill does not require these small holding
companies to have a securities subsidiary in the hold-
ing company as a prerequisite for engaging in limited
equity financing activitics.

Banking organizations are in the business of taking
risks; that is their economic purpose. But the Con-
gress and the banking regulators have to be con-
cerned about excessive risk. We thus support the
provisions that require the Board of Governors to
supervise and regulate this activity. But we should
be clear that the authority to require divestitures may
ot provide the reliel anticipated because  these
shares, as [ noted, may not be readily marketable. We
would consider using our authority to lake a close
look at the desirability of limiting the sum of loans to,
and equity investinents in, a single firm to guard
against excessive concentration of risk in the banking
organization.

The provisions of the bill before you recognize the
inherent riskiness of cquity investments by smaller
bank holding companics and call for the prudential
limits I have summarized. But, in a spirit of caution,
and in recognition of future business cycles, the
subcommittee might want to consider additional pru-
dential provisions:

» Require that ¢!l the subsidiary banks not only be
well capitalized, but also rated CAMEL 1 or 2, as a
prerequisite 1o equity purchases by the holding com-
pany. Capital ratios generally are acceptable screens,
but asset quality, management, asset diversification,
and other factors also play a role. The addition of this
provision would make very little difference in the
number of bank holding companies that would be
celigible to purchase cquity now, but it could in the
future.

* Require that the parent holding company (as well
as all the subsidiary banks) be well capitalized before
it could make an equity investment. Such a provision
would have a significant effect on many quite small
bank holding companies. The Federal Reserve doces
not apply risk-based standards to parent bank holding
companics with assets of less than $150 million.
Many of these parents borrow heavily to finance the
cquity of the subsidiary banks. As a result of this
so-called double leverage, many of the parents do not
have very much, if any, capital in excess of the
well-capitalized minimum. Note that adding this pro-
vision would mean that minimum capital require-
ments would be applied to small bank holding com-
panies only Tor purposes of investing in stocks under
the bill.

* Limit the equity investments of eligible banking
organizations to 50 percent of the capital in excess of
the well-capitalized minimum standard of the subsid-
iary banks (as in the bill) or 50 percent of the capital
in excess of the well-capitalized minimum standard
for bank holding companies, whichever is smaller.
Qur best estimate is that applying this and the previ-
ous suggestion would reduce the permissible maxi-
mum aggregate equity investment quite shaeply at the
smallest banking organizations whose parent holding
company capital is not as strong as at other small
banking organizations. Banking organizations with
more than $150 to $200 million of assets would not
be alfected very much.

These suggestions are designed to minimize the
risk that could occur with equity investments by
smaller bank holding companies. They may sound
excessively prudent but seem to us desirable because
of the limited experience of equity purchascs by
smaller banking organizations. The Board believes
that its suggestions for revisions would not be in
significant conflict with the purpose of the bill,

Statement by Lawrence B. Lindsey, Member, Board
of Governors of the Federal Reserve System, before
the Subcommittee on  Financial Institutions and
Consumer Credit of the Committee on Banking and
Financial Services, US. House of Representatives,
April 25, 1996

The Board of Governors of the Federal Reserve Sys-
tem appreciates this opportunity to comment on

issues concerning fees imposed on electronic fund
transfers at automated teller machines (ATMs). ATM
tees have received considerable attention recently
and are the subject of bills introduced in the House
by Representatives Charles E. Schumer and Bernard
Sanders.

This hearing is focusing on an examination of the
existing ATM fee structure, the current regulatory
scheme regarding surcharges, and the potential



impact of these charges. The existing fee structure
has been, or will be, addressed by witnesses repre-
senting the industry, who are better able to provide
current detailed information on the subject. T will el
you about the regulatory scheme concerning fee dis-
closure under the BElectronic Fund ‘Transfer Act
(EFTA), which the Board is responsible for imple-
menting; provide some data about consumer com-
plaints, the level of compliance with the EIFTA found
in bank cxaminations, and the incidence and amount
of ATM transaction tees reported in Lederal Reserve
surveys; and make some observations aboul the legis-
lative proposals.

Let me start by differentiating between two catego-
ries of ATM fees: fees charged by a tinancial institu-
tion to its own customers for use of ATMs and fees
charged directly to a consumer by another ATM
owner or operator for use of its machines. This latter
type of fee is sometimes referred o as an ATM
surcharge.

The Federal Reserve does not have any direct
information on ATM surcharges; we do have data on
ATM fees charged by institutions to their own cus-
tomers. Fees charged 1o a consumer by the account-
holding institution can include fees charged for the
use of the institution’s own ATMs and fees charged
for use of ATMs operated by others. Our studics
show that a relatively small number of financial insti-
tutions charge customers for use ol the institution’s
own ATMs. Data developed for the Board’s Annual
Report to the Congress on Retail Fees and Services
of Depository Institutions indicate that in 1995,
9.6 percent of banks charged their customers fees for
cash withdrawals at the banks’ own ATMs; the fee
amount averaged $0.61. Among savings associations,
8.8 percent charged their customers, with a fec aver-
aging $0.65.

The more common, and long-standing, practice is
to charge customers for use of other institutions’
ATMs—so-called nonproprictary AI'Ms. ATM net-
works charge account-holding institutions for han-
dling transactions that their customers initiate at a
nonproprietary ATM, and the institutions often pass
on to their customers all or a portion of the network
charge or impose a f{lat fee for such transactions.
Again referring to the Board’s study of retail fecs and
services, for cash withdrawals from nonproprietary
ATMs in 1995, the percentage of institutions that
charged their customers was higher: 85.3 percent for
banks, with fees averaging $1.03, and 83.1 percent
for savings associations, with fees averaging $0.97.

The trend in the incidence and level of charges has

generally been upward. In 1990, 61.7 percent of

banks charged their customers for use of nonpropri-
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clary ATMs; the fees averaged $0.90. For savings
associations in 1990, 40.3 percent charged their cus-
tomers fees that averaged $0.85,

[n the past, ATM operators were limited to recover-
ing costs through network agreements; generally they
could not impose surcharges directly on ATM users.
Until recently, Visa and MasterCard rules prohibited
surcharges at ATMs in the networks they operate. In
some arcas the regional ATM network rules prohib-
ited surcharges. A few states enacted limits on sur-
charges, without prohibiting them outright. ATM sur-
charges could be imposed in approximately fifteen
states in which state law explicitly disallowed the
prohibitions in network rules.

Visa and MasterCard have now repealed their pro-
hibitions on ATM surcharges, eftective April 1. Thus,
many linancial institutions that could not previously
do so are now permitted 1o timpose surcharges on
ATM users, and sowme institutions have opted 1o
impose such a fee. Because the consumer pays an
ATM surcharge in addition o any fee imposed by the
consumer’s own account-holding bank for use of
nonproprietary ATMs, a question has been raised
about whether the fees are adequately disclosed to the
consumer.

The EFTA and Regulation 1) require debit card
issuers Lo disclose fees they charge for ATM and
other clectronic transactions. Disclosures are given at
the time a consumer opens an account or signs up for
an BET service and on periodic statements, typically
monthly, of account activity. If an institution later
increases the fees charged, it must provide a notice of
the change twenty-one days in advance. Under Regu-
lation E, these disclosures nwst be provided in a
written, clear, and readily understandable form.

An account-holding bank is not required to dis-
close ATM surcharges imposed by others because it
would be impractical (o monitor and disclose the
dollar amount ol a surcharge that might be imposcd
at any given time by some other {inancial institution
nationwide. However, the EFTA and Regulation E do
require disclosure of a surcharge at the ATM. The
surcharge must appear on a sign posted at the ATM.
Alternatively, the ATM operator has the option of
displaying the fee on the terminal screen (instead of
sign) provided consumers are given the option 1o
cancel the transaction after having received notice of
the fee. In addition, surcharges must also be disclosed
atter the ATM transaction on the terminal receipt.
Although the receipt disclosure generally comes after
the transaction has been completed, the sign or screen
requirement is designed 1o give machine users
advance notice of the imposition of the fee and an
opportunity to avoid the fee.
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The EFTA provides for civil liability for violations
in the amount of actual damages plus punitive dam-
ages of between $100 and $1,000 in an individual
action, or up to $500,000 or I percent of the defen-
dant’s net worth in a class action, together with court
costs and attorneys’ fees. The act also provides for
criminal liability ($5,000 finc or one year imprison-
ment, or both) for knowing and willful violations.

It is our understanding that in addition to the EFTA
and Regulation L, a number of state laws, as well as
the MasterCard and Visa operating rules, require
disclosure of ATM surcharges.

Data on examinations of financial institutions show
general compliance with Regulation E. For each of
the years 1993, 1994, and 1995, for instance, the
five federal financial institution regulatory agencies
reported that 90 percent of institutions examined
were in full compliance with Regulation E. There
appear to be few violations involving fee disclosures.
The data for state member banks of the Federal
Reserve System show that out of 1,943 banks exam-
ined during the period January [, 1993, to the present,
twenty were cited for failing to disclose EFT fees in
the initial disclosures; one institution failed to prop-
erly disclose EFT fees on a periodic statement; and
four institutions were cited for failing to comply with
the change-in-terms notice requirement (but it is not
clear that these occurrences involved a change in
EFT fees). No institutions were cited for failure to
provide the proper notices at their ATMs.

Consumer complaint data also suggest few prob-
lems with clectronic fund transfers generally. For
-example, in 1994, the Federal Reserve System re-
ceived 1,177 complaints against state member banks;
of these, twenty-seven related to EFT services. One
of them involved EFT fees (but not at ATMs). Simi-
larly, in 1995, the Federal Reserve System received a
total of 1,238 complaints against state member banks;
thirty-nine dealt with EFT services. Again, only one
complaint concerned EFT fees (and the complaint did
not concern use of an ATM). Of all consumer
complaints—involving both state member banks and
other types of institutions—received by the Federal
Reserve over the past five years, only ten involved
EFT fees, and only four of these related specifically
to ATM fees.

The subcommittee has requested that we comment
on the proposed legislation. F.LR.3246, the “ATM Fee
Disclosure Act of 1996, has been introduced by
Representative Schumer. The bill would amend the
EFTA to require disclosure at ATMs of all fees
imposed in connection with a transaction by any
person, whether the ATM operator, the account-
holding institution, or a national, regional, or local

network. We believe that because Regulation E, net-
work operating rules, and laws in a number of states
already require fee disclosures, the proposed legis-
lation may be unnecessary. As | mentioned, Regula-
tion E requires disclosure of a surcharge by the ATM
operator at the time of the transaction and requires
disclosure of fees imposed by the account-holding
institution in the initial disclosures, in periodic state-
ments, and in notices of changes in terms for fee
increases.

There is a real question whether it is operationally
feasible for an operator of an ATM to disclose fees
imposed by the thousands of account-holding institu-
tions whose customers have access o the ATM. Fees
vary, and therc is no practical way for the ATM
operator to find out the fee amounts imposed by all
institutions so as to comply with the proposed disclo-
sure requirements. The ability to access funds through
ATMs in almost any location nationwide is a valuable
benefit to consumers; the costs of compliance with
the requirements of the legislation, or the potential
liability for failure to comply, could tend to discour-
age expansion of this service.

H.R.3246 would require disclosure of fees not only
at ATMs operated by persons other than the consum-
er’s institution but also at ATMs of the consumer’s
own institution. This latter type of transaction does
not, by definition, involve a surcharge, only a charge
imposed by the consumer’s bank. As [ mentioned
earlier, this type of charge is imposed by relatively
few banks and is not a new development. Consumers
are likely fully aware of the charge, given that disclo-
sure is required under Regulation E.

H.R.3221, the “Electronic Fund Transfer Fees Act
of 1996,” introduced by Representative Sanders,
would amend the EFTA to totally prohibit ATM
surcharges. In general, the Board believes that sub-
stantive limitations on prices, if’ adopted at all, are
better left to state legislatures, which can take into
account local economic conditions in deciding what
limits, it any, arc necessary. A few states have, in
fact, enacted limits on ATM surcharges. A prohibi-
tion on surcharges might have the same effect as
added compliance costs for additional disclosure of
surcharges—a tendency to deter financial institutions
and other ATM operators from making ATMs widely
available to consumers.

There is also the possibility that a surcharge prohi-
bition may be ineffective in keeping costs to consum-
ers down. The network charge imposed on the
account-holding bank is generally shared by the net-
work with the operator of the ATM. ATM operators,
if unable to impose surcharges, may be able to nego-
tiate for an increase in the amounts received from
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newtworks, and such an increase could be passed on
(via the account-holding bank) to consuiicrs,

It conclusion, the Board belicves that consuniers
benefit substantially from the avaitability of regional,
nationwide, and worldwide ATM service. The Board
also believes that the current disclosure scheme pro-
vides adequate and straightforward information to
consutners about AI'M lees. Although the level ol

fees paid by consumiers for bank services is a matier
of importance for cousuniers, competition in the
marketplace- -when combined with clear and full
disclosure to consumers of fees— should be sufficient
to keep fees at a level commensurate with the value
provided in return and to give consumers a range of
choices.

Statement by Edward W. Kelley, Jr., Member, Board
of Governors of the 'ederal Reserve System, before
the Committee on Banking and Vinancial Services,
U.S. House of Representatives, April 30, 1996

I am pleased (o be here today (o discuss with you

issues concerning the supervision and regulation of

the ULS. banking system. Let me begin by pointing
out that the overall condition ol the American bank-
ing system is very strong. At home and abroad, U.S.
banks arc viewed as highly competitive, extremely
innovative, and financially sound.

The focus of these hearings, as T understand il is
the effectiveness of the current regulatory structure
and the desirability of changing the regulatory and
supervisory structure for insured depository institu-
lions, an issue considered by the Congress two years
ago. You have asked several questions that 1 waat to
respond to, but first | would like to indicate that the
Board believes that it is important to keep certain
principles in mind as we assess the need for changes
in the ULS. bank supcervisory systen.

First, the federal supervisory systein should
complement market cvolution, and adjustients to its
structure should follow, not precede, changes in the
structure of the banking system that will result fron
statutory and regulatory proposals 1o alter substan-
tially the powers of bankiong organizations. | need not
explain to this committee how the lorces of techno-
logical change and globalization of fimancial markets
are blurring traditional distinctions between financial
institutions that we all once took for granted. Thus
there is an urgent need to modernize the U.S. banking
structure. Among the more important modifications
in structure being considered, now that the Congress
has taken action to allow interstate banking and
branching, are those dealing with a new charter for
thrift institutions awd new activities for banking orga-
nizations. Repeal of the Glass Steagall Act’s separa-
tions of commercial and investment banking and
authorization of insurance activitics for banking orga-
nizations arc the most important changes being con-
sidered by the Congress.

Fach of these proposals raises complex matters of
regulatory structure. Once these issues have been
resolved, then we will have a better wdea of what
changes are needed in our supervisory systen. lu the
meantime, it scens premature to make any  far-
reaching decisions altering the structure of our bank
and financial supervisory systeni. Such changes could
casily prove to be a poor fit once industry restructur-
ing tukes place. In the interim, the existing regime
seems 1o be sufficiently effective so as not o require
fegislative changes.

As a matter of principle, we should also guard
against the unintended cxtension of the safety net, an
tssuc that has been of long-standing concern to the
Board. the Congress, and many obscrvers of, and
participants in, the U.S. {inancial system. The Board
is of the view that the business risks from securities
and most other financial activities are manageable tor
banking organizations. However, we must not forget
a more subtle and corrosive risk. The federal safety
net —deposit insurance, the discount window, and
access o Pedwire - creates moral hazard, risk of
loss to taxpayers, and—-importantly- - a competitive
advantage over firms that do not have salety net
protection. That safety net reflects society’s need to
reduce systemic risk and its desire to protect sinall
depositors, but the line at which that safety net is
drawn 18 important for minimizing moral hazard and
maintaining both market discipline and competitive
markets. The Boacd continues to believe that the
holding company structure creates the best {rame-
work for limiting the transference of the subsidy
provided by the safety net. We have concluded that
the further the separation of” new activities from the
bank the better the insulation. The present regulatory
structure supports this notion.

Another important principle is to prescerve the dual
banking system, which has served the United States
so well. The current federal regulatory structure sup-
ports the dual banking system by linking the federal
regulator to charter class. The dual system has facili-
tated  diversity, inventiveness, and flexibility in
American banking, characteristics that are vital to a
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market economy subject to rapid change and chal-
lenge. It has also provided a safety valve to protect
against the potential for inflexible federal and state
positions. The most recent example is the evolution
of interstate banking, an c¢volution that was begun by
the states in the mid-1970s and was well advanced by
the time federal laws were revised. Such state actions
also provide arcnas for limited experiments in finan-
cial reform, experiments that can provide valuable
insights for designing policics at the federal level.
The Federal Reserve Board believes that any actions
taken by the Congress to change the federal bank
supervisory system must be designed in a way that
preserves the vitality of the dual banking system. In
the supervisory process, the Federal Reserve and the
Federal Deposit Insurance Corporation (FDIC) have
already arranged in a large number of states extensive
sharing arrangements with state authorities, climinat-
ing examination duplication,

In considering the need to revise the current regula-

lory structure, it is important to clarify the nature of
the concerns. The period of most vocal criticism of

the regulatory structure by banks was exactly the
interval when those organizations were suffering the
most significant financial stress in more than fifty
years. It is understandable that clashes between those
responsible for safety and soundness and those expe-
riencing financial reversals would result in criticism
by cach of the other. It is instructive to note that
as banking conditions improved, criticisms ol super-
visors and the supervisory structure have receded.
Nevertheless, the carlier period ol conflict exposed a
number of incificiencies in the current regulatory
system. As [ shall discuss in a moment, the regulatory
agencies have, in particular, attempted to address the
burden of regutatory overlap and to increase coordi-
nation of efforts, major concerns highlighted in the
late 1980s and carly 1990s. However, before doing
s0, it is important to clarify the dimensions of the
existing overlap in bank supervision and to consider
whether realignment of supervisory responsibilities
would in fact reduce the supervisory burden on
depository institutions.

About 40 percent of banking and thrift organiza-
tions are subject to only one federal regulator: the
independent banks and thrift organizations and the
holding companics whose subsidiaries are state mem-
ber banks. A significant proportion of the statistical
measure of multiple supervision among the remain-
ing cntitics reflects the Federal Reserve’s jurisdiction
over holding company parents with national or state
nonmember bank and thrift subsidiaries. However,
most holding company parents do not engage in
significant, if any, nonbank activity, and these so-

called shell holding companies thus have always
been subject to only minimal onsitc supervision by
the Federal Reserve. If we remove the shell holding
companies from the statistics, the proportion of
depository institutions supervised essentially by a
single federal regulator increases from about 40 per-
cent to more than 75 percent. Moreover, consolidated
bank holding company organizations generally have
a quite small proportion of their depository institu-
tions’ assets supervised by an agency other than the
one responsible tor their lead bank. In those remain-
ing, one-fourth of institutions with multiple super-
visors (for example, a holding company with a
national bank subsidiary supervised by the Office of
the Comptroller of the Currency, a state nonmember
bank subsidiary supervised by the FDIC, a state
member bank supervised by the Federal Reserve, and
a savings and loan association supervised by the
Office of Thrift Supervision), the non-lead federal
bank supervisors, taken together, oversee, on aver-
age, less than 10 percent of the consolidated institu-
tion’s banking and thrift assets.

The federal and state dual supervision of insured
state-chartered banks is another arca of poteatial
overlap and is not included in the above statistics.
However, as [ noted earlier, the FDIC and the Federal
Reserve have worked out arrangements with most
states in which cither the appropriate federal authori-
ties join the state supervisor in joint examinations or
conduct the examinations in alternate years. In such
cases, federal and state supervisors do not separately
cxaming the bank in the same year.

No matter how small the proportion of bank and
thrift assets subject to multiple supervisors, every
effort should be made to reduce the resultant burden
on depository organizations. Toward that end, the
agencies have for many years divided examination
responsibilities so that only one federal agency exam-
ines a given depository institution. In supervising a
parent bank holding company, for example, the Fed-
eral Reserve relies principally on the evaluation of
subsidiary banks or thrift institutions by that subsid-
iary’s primary supervisor and does not attempt to
reexamine the bank or thrift institution.

In evaluating credit risk, the principal risk to banks,
the agencies have long had procedures designed to
enhance consistency and increase cooperation across
the agencies. For large, syndicated loans—those
involving credits of more than $20 million held by
two or more banks—the agencies have the Shared
National Credits Program in which supervisors from
all banking agencies agree annually on a single evalu-
ation that all examiners use whenever they encounter
the credit. This program covers more than $700 bil-



lion of unused commercial loan commitments and
some $400 billion ol outstanding commercial loans
of the U.S. banking system. The outstandings rep-
resent roughly one-third of all commercial loans
booked in U.S. offices of commercial banks, includ-
ing the U.S. branches and agencics of foreign banks.
For many years, a similar process has also existed for
evaluating the so-called transfer risk inherent in loans
to borrowers in foreign countries that are not denomi-
nated in the borrower’s local currency. Once a rating
is determined for a specific country and for particular
types of credit extensions to that country, examiners
of all agencies treat the credit uniformly.

I do not mean to imply that there is no burden for
those banking and thrift organizations dealing with
more than one supervisor. One arca, in particular, that
can present difficulties in coordinating supervisory
activities relates to larger and more complex banking
organizations. These institutions arc often character-
ized by multiple bank and nonbank subsidiaries that
manage and control their consolidated  activities
through risk management and operating policies and
procedures developed and monitored at the parent
holding company level. Similarly, as bank activities
and management practices have cvolved in recent
decades, these large financial institutions have struc-
tured their daily activities increasingly along product
lincs, with less regard to legal entities. For example,
many large banking organizations control, hedge, and
otherwise manage their investment sccuritics and
trading position across all of the subsidiary bank and
nonbank entities on a consolidated basis.

The banking agencies recognize that these trends
in management practices can increase the potential
for overlapping supervisory etforts and have, accord-
ingly, sought to minimize the overlap that might
occur. In June 1993, the federal banking and thrift
agencies adopted an interagency agreement under
which they would coordinate the timing, planning,
and scope of examinations and holding company
inspections; conduct joint examinations or inspec-
tions when necessary; hold joint meetings with bank
and bank holding company management related to
examination findings; and coordinate information
requests and enforcement actions. This agreement
delineated the supervisory responsibilitics of cach
agency regarding particular entitics within a consoli-
dated organization. It also recognized that there are
legitimate situations when an agency other than an
entity’s primary supervisor needs o participate in
examinations or inspections to fulfill its regulatory
responsibilities. Although this agrecinent is not a
panacea, it has helped to reduce the burden of mul-
tiple supervisors on banking organizations.
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Lowever, even if every banking and thrift organi-
zation were subject to the jurisdiction of only one
agency, some of the inherent overlap in examiner
dutics would still occur simply because ot the size
and diversity of the institution’s activitics. 'The over-
lap would be less apparent to the institution because
examiners would all be from the same agency and
any differences in supervisory judgments would be
minimized. However, the number of inquiries and
onsite visitations might not decline materially.

liven with one supervisor per organization, dilfer-
ent laws and regulations apply to different clements
of an insttution, and its diverse activities olten
require examiners to have specialized  expertise.
Reviewing the adherence of a parent company to the
provisions of the Bank Holding Company Act and its
implementing regulations requires different skills
than are necessary in reviewing the trading activities
of a London subsidiacy bank. More generally, at large
organizations safcty and soundness examinations
require a large number of individuals with special
expertise in such diverse arcus as credit evaluations,
with experts needed for cach type of credit market;
securities trading; foreign exchange; risk manage-
ment; evaluation of credit and market risk models;
and compliance with safety and soundness faws and
regulations, such as lending (o afliliates and loans to
one borrower. ‘Lo this list must be added specialty
examinations for trust activitics, the Community
Reinvestment Act, and data processing,

Scheduling, training, and coordinating the person-
nel to conduct these varied activities throughout the
organization and to communicate as necessary with
cach other would still be a complex task under a
single agency. Morcover, some  institutions— large
and small-—prefer that examiners not arrive simulta-
neously because ot the demands that would place on
their resources. Thus, as now, a single regulatory
agency would still spread out its examinations over
time, either because of limitations of agency stalf or
because of the preferences ol the institution.

You asked about the Federal Financial Institutions
Examination Councif, established by the Congress
in 1979 to provide a facility through which the
agencics could address policy and operating dilfer-
cnees, and thereby reduce the costs of their activities
to the supervised institutions and to the public. The
council has been largely successful in this by provid-
ing a usctul forum for both the principals and the
stafts to discuss issues of common concern. It has
facilitated consistency in regulations, accounting,
and information collection. Tt has also devised
ways 1o lessen regulatory burden and has sponsored
extensive training and education for examiners and
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bankers. These are qo small matters. However, can-
dor requires that I report that some substantive and
complex issues have proved to be dilticult o resolve
by the council.

Outside the council framework, the three banking
agencies have had success in developing guidelines

to coordinate the planming, timing, and scope of

examinations when multiple agencies are involved.
Efforts continue to carry such guidelimes further, par-

ticularly by working to implement the concept of

unified examinations pursuant to scction 305 of the
Riegle Community Development and Regulatory
Improvement Act of 1994, This legislation requires
the federal banking agencics to implement a system

by Scptember 1996 that determines which one of

them shall be the “lead” agency responsible for
managing a unified cxamination of cach banking
organization. In conclusion, the U.S. banking system
today is extremely healthy and competitive in both its

domestic and international operations. The degree of

actual multiple supervision of banking organizations

is less thau a cursory review of statistics might sug-
gest. In addition, tederal bank supervisors and the
Congress have made substantial progress in recent
years in improving our supervisory policies and pro-
cedures for ensuring bank satety and soundness, and
also in reducing regulatory burden. reducing super-
visory overlap, and improving the consistency of our
rules and regulations. While we can and should do
more, and the agencies are working toward such
improvements, modifications and reforms should be
evaluated against certain principles. First among
these is that changes in regulatory stracture should
follow, and wot precede, adjustments to the basic
structure of our insured depository system and the
modernization ol its activitics. Choices made by the
Congress on bank and thrift structure and authotized
powers should be fundamental determinants of the
regulatory structure. The Federal Reserve continues
to encourage the Congress 1o take legislative actions
needed to further the evolution of our banking and
{inancial system. [



Announcements

REGULATION E: FINAL RULE AND AMENDMENT
1O THE STAFF COMMENTARY

The Federal Reserve Board announced on April 23,
1996, a final rule to simplify and update its Regula-
tion E, which implements the Electronic Fund Trans-
fer Act.

In keeping with the Board’s Regulatory Planning
and Review Program, the revisions primarily focus
on ways of casing the compliance burdens imposed
on financial institutions without diminishing the con-
sunier protections established by the act. The revised
rule contains some substantive amendments, includ-
ing changes 1o the existing exemptions for securitics
and commoditics transfers and for preauthorized
transfers to or from accounts at small financial insti-
tutions. In conjunction with the amendments to the
regalation, the Board also has amended the staff
commentary to Regulation E.

The revised rule and commentary are clfective
May [, 1996, with mandatory compliance January 1,
1997.

Separately, the Board had carlier issued proposed
revisions to Regulation B addressing stored-value

products and electronic commuanications. Because of

a delay in the publication of that proposal in the
Federal Register, the Board has extended that public
comment period {rom July 10 to August I, 1996.

MARGIN REGUIATIONS: FINAL RULE AND
PROPOSED AMENDMENT

The Federal Reserve Board announced on April 20,
1996, u final rule along with a request for comment
on a proposed rule amending the Board’s margin
regulations.

The final rule is generally cttective July 1, 1996,
though certain provisions relating to options trans-
actions become effective June 1, 1997,

Comment on the proposed amendments is re-
quested by July 1, 1996.

The final rule constitutes some of the most signifi-
cant reductions of regulatory burden on broker—
dealers since 1934 through the following provisions:

» Liliminating restrictions on the ability of broker—
dealers Lo arrange lor credit

* Increasing the type and number of domestic and
foreign securities that may be bought on margin and
increasing the loan value of some sccurities that are
already marginable

* Deleting Board rules regarding options transac-
tions in favor of the rules of the options exchanges

* Reducing restrictions on  transactions involy-
ing forcign persons, foreign securities, and foreign
currency.

Also, technical changes have been made to provide
clarification, update references, or restore language
inadvertently deleted.

The proposed amendments would authorize the
following:

* Allow broker—dealers to extend good faith credit
on any noncquity sccurity rather than only those
currently permitted in the Board’s rules

* Allow transactions involving noncequity sccuri-
ties to be effected in an account not subject to the
restrictions in Regulation T (Credit by Brokers and
Dealers) regarding margin accounts

* Remove restrictions on the ability of broker—
dealers to calculate required margin for nonequity
securitics on a “portfolio” basis

* Relax the Board’s collateral requirements for the
borrowing and lending of securitics

* BExempt from Regulation T any credit extended
abroad by a U.S. broker—-dealer or forcign securities
to foreign persons.

The proposal also secks comment on whether the
Board should expand the number of equity sccurities
eligible tor loan valuec under Regulation T and
whether the Board should amend Regulations G
(Securities Credit by Persons Other Than Banks,
Brokers, or Dealers) and U (Credit by Banks for
Purchasing or Carrying Margin Stocks) to modify
their method for determining which equity securities
are eligible for loan value.

More broadly, the proposal sceks comment on any
other steps the Board could take to reduce the burden
imposed by Regulation T, including any steps to
reduce the accounting and recordkecping aspects of
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the regulation that would be consistent with the
purposes and requirements ol the Securities and
Exchange Act of 1934,

FINAIL RULE REGARDING THE DEVINITION
OF CAPITAL STOCK AND SURPLUS

The Federal Reserve Board announced on April 29,
1996, a final rule to reduce the regulatory burden for
member banks and other insurcd depository institu-
tions that monitor lending to their atfiliates. The rule
is cffective July 1, 1996.

The final rule adopts a definition of capital stock
and surplus for purposes of section 23A of the Fed-
eral Reserve Act that conforms to the definition of
unimpaired capital and unimpaired surplus used by
the Board in calculating the limits in Regulation O
(Loans 10 Executive Ofticers, Directors, and Principal
Shareholders of Member Banks) for insider lending
and by the Office of the Comptroller of the Currency
in calculating the limit on loans by a national bank to
a single borrower.

APPROVAL OI' A NEW CASH ACCESS POLICY
FOR THE FEDERAI, RESERVE BANKS

The Federal Reserve Board on April 25, 1996,
approved a new cash access policy for the Federal
Reserve Banks. The new policy will provide greater
consistency in the cash service levels provided by the
Federal Reserve Banks 1o depository institutions. The
new policy becomes etfective on May 1, 1998,

The policy provides for a basc level of [ree cur-
rency access to all depository institutions but restricts
the number of offices served and the frequency of
access. Under the new policy, cach depository institu-
tion with a banking presence in a Federal Reserve
Bank office territory can designate up to ten offices to
receive [ree cash access (deposit and order) service
from the local Reserve Bank office. Besides the ten
offices, Reserve Bank offices will provide free cash
access o offices whose volumes exceed a specified
threshold.

Normal free access tor cach designated oftice of
the depository institution will continue to be once a
week. Access more frequent than once a4 weck will be
available to the designated offices whose volumes
exceed a specified threshold.

Additional access, beyond the free service level,
will be priced. The Board anticipates that all Reserve
Bank offices will offer priced cash services except for

those offices that can demonstrate that operational
limitations prevent them from doing so.

PROPOSED ACTION

The Federal Reserve Board on April 26, 1996, re-
quested comment on proposed amendments to Regu-
lation O governing insider lending. The proposed
amendments would implement authority granted the
Board by the Ricgle Community Development and
Regulatory Improvement Act of 1994, Comments
were requested by June 17, 1996.

AVAILABILITY OF REVISED LISTS Ol
OVER-THE-COUNTER STOCKS AND OF FOREIGN
MARGIN STOCKS SUBJECT TO MARGIN
REGULATIONS

The Federal Reserve Board on April 26, 1996, pub-
lished a revised list of over-the-counter (QOTC) stocks
that are subject to its margin regulations (OTC list).
Also published was a revised list of foreign equity
securities (foreign list) that mect the margin criteria
in Regulation T (Credit by Brokers and Dealers).
These lists are published for the information of lend-
ers and the general public.

The lists became effective May 13, 1996, and
supersede the previous lists that were effective Febru-
ary 12, 1996. The next revision of the lists is sched-
uled to be eftective August 1996,

The changes that were made to the revised OTC
list, which now contains 4,456 OTC stocks, are as
follows:

e Two hundred forty-five stocks have been
included for the first titne, 205 under National Market
System (NMS) designation.

» Forty stocks previously on the list have been
removed for substantially failing to meet the require-
ments for continued listing.

» Eighty-cight stocks have been removed for rea-
sons such as listing on a national securities exchange
or involvement in an acquisition.

The OTC list is composed of OTC stocks that have
been determined by the Board to be subject to margin
requirements in Regulations G (Securities Credit by
Persons Other Than Banks, Brokers, or Dealers), T,
and U (Credit by Banks for Purchasing or Carrying
Margin Stocks). The list includes OTC stocks quali-
fying under Board criteria and also includes al OTC
stocks designated as NMS securities. Additional



NMS securities may be added in the interim between
quarterly Board publications; these sccurities are
immediately marginable upon designation as NMS
securities.

The foreign list specifies those foreign equity secu-
rities that are eligible for margin treatinent at broker—
dealers. There were two additions, one name change,
and three delctions front the foreipgn list; it now
contains 700 foreign equity securities.
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CHANGE IN BOARD STAFI

The Board of Governors announced the retireiment,
effective May 31, 1996, of Don b. Kline, Associate
Director in the Division ol Banking Supervision and
Regulation, after thirty-three years of service to the
Federal Rescerve Systean, [



Legal Developments

FINAL RULEE AMENDMENT 1O REGUEATION 1Y

The Board of Governors is amending 12 CLER. Part 205,
its Regulation E (Electronic Fund Translers). The amend-
nients are a result ol the Board’s review ol Regulation E
under ils Regulatory Planning and Review Program, which
calls for the periodic review ol all Board regulations. The
final rule contains some substantive anendments, includ-
ing changes to the existing excmptions {or seeurities or
commodities transfers. Primarily, the final amendients
simplify the language and Tormat of the regulation, and
delete obsolete provisions.

Elective May 2, 1996, 12 C.ER. Part 205 is amended as
follows:

Part 205 -Electronic 'und Transfers
(Regulation I)

1. The authority citation for Part 205 continues 1o read as
follows:

Authority: 15 US.CL 1Y 3,

2. 'The table of contents for Part 205 is revised to read as
follows:

Section 205.1  Authority and purpose.

Section 205.2- -Definitions.

Section 2053 Coverage.

Section 2054 General disclosure  requiremments;  jointly
offered services.

Section 205.5

Section 205.6— Liability ol consumer Tor unauthorized
translers.

Scction 205.7  -Initial disclosures.

Section 205.8

I[ssuance ol access devices.

Change in lerms notice; error resolution
notice.

Receipts at electronic terminals; periodic
statements.

Preauthorized transfers.

Section 205.9-

Scection 205,10
Scction 205.1 |
Section 205,12
Scetion 205,13

Procedures Tor resolving errors.,
Relation to other laws.

- Administrative  enforcement;
retention,

Fleetronic Tund transier service provider
ot holding consumer’s account.
Flectronic fund tansfer ol government
benelits.

record

Section 205,14

Section 20515

525

Appendix A to Part 205 Model Disclosure

Clauses and Forms

Appendix B 1o Part 205
Agencies

Federal Tinforcement

Appendix C o Part 205 -Issuance of Stafl’
Interpretations

Supplement | to Part 205 -Official Staff
Interpretations

3. Sections 2051 through 205,15 are revised 1o read as
follows:

Scction 205.1-- Authority and purposc.

() Authority. 'The regulation in this part, known as Regula-
tion Ii, is issued by the Board of Governors ol the Federal
Reserve System pursuant to the Flectronic Fund Transfer
Act (15 US.CL 1693 et seq.). 'The information-collection
requirements have been approved by the Oftice of Manage-
ment and Budget under 44 U.S.CL 3501 ¢f seq. and have
been assigned OMB No. 7100-0200.

(by Purpose. This part carries out the purposes ol the
Lilectronic Tund Transfer Act, which establishes the basic
rights, liabilitics, and responsibilitics ol consuniers who
use clectronic fund transler services and ol linancial institu-
tions that oller these services. The primary objective ol the
act and this part is the protection ol individual consumers
engaging in clectronic fund transfers.

Scction 205.2—-Definitions,

For purposces of this part, the following definitions apply:
(W) Access device means a card, code, or other means of
access 1o a consumer’s account, or any combination
thereol, that may be used by the consumer to initiate
clectronic fund transfers.
(2) An access device becomes an accepted aceess device
when the consumer;
(1) Requests and receives, or signs, or uses {(or autho-
rizes another 1o use) the access device to transfer
money between accounts or (o obtain money, prop-
erty, or services;
(i) Requests validation of an access device issued on
an unsolicited basis; or
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(iii) Receives an access device i renewal of, or in
substitution for, an accepted aceess device from either
the tinancial institution that initially issued the device

(DY) Account means a demand deposit (checking), sav-
ings, or other consumer asset account (other than an
occasional or incidental credit balance in a credit plan)
held direetly or indirectly by a financial institution and
established primarily for personal, family, or houschold
PUrpouses.

(2) The term does not include an account held by a
financial institution under a bona fide trust agreement.

(¢) Act means the Electronic Fund Fransfer Act (title [X of

the Consumer Credit Protection Act, 15 US.Co 1693
et seq.).
(d) Businesy day means any day on which the oflices ol the
consuner’s flinancial institution are open to the public lor
carrying on substantially alt business functions.
(¢) Consumer means a natural person.
(1) Credit means the right granted by a financial institution
o a consumer to defer payment of” debt, incur debt and
defer its payment, or purchase property or scrvices and
defer payment therefor.
(2) Flectronic fund transfer is defined in section 2053,
(hy Electronic terminal means an clectrome device, other
than a telephone operated by a consumer, through which a
consumer niy initiate an clectronic fund transfer, The term
includes, but is not limited to, point-of-sale terminals,
automated teller machines, and cash dispensing machines.
G) Financial institution means a bank, savings association,
credit union, or any other person that disectly or indirectly
holds an account belonging o a consumer, or that issues an
access device and agrees with a consumer to provide
clectronic fund transfer services.
(j) Person means a natural person or an organization,
including a corporation, government agency, estate, trust,
partnership, proprictorship, cooperative, or association.
(K) Preauthorized electronic fund transfer means an clec-
tronic fund tansfer authorized in advance to recur at
substantially regular intervals.
() State means any state, territory, or possession of the
United States; the District of Columbiia; the Common-
wealth of Puerto Rico; or any political subdivision ol the
above in this paragraph (1),
() Unauthorized clectronic fund transfer means an elee-
tronic fund transfer from a consumer’s account initiated by
a person other than the consumer without actual authority
to initiate the transfer and from which the consumer re-
ceives no benelit The term does not include an clectronic
fund transfer initiated:
(1) By a person who was furnished the aceess device 1o
the consumer’s account by the consumer, unless the
consumer has notificd the financial institution that trans-
fers by that person are no longer authorized;
(2) With fraudulent intent by the consumer or any per-
son acting in concert with the consumer; or
(3) By the linancial institution or its cmployee.

Scction 205.3 - Coverage.
(a) General. 'This part applies to any clectronic fund trans-
fer that authorizes a financial institution to debit or credit a
consumer’s account. Generally, this part applics 1o finan-
cial institutions. For purposes of sections 205.10(h), (d),
and (¢) and 20513, this part applics to any person.
(by Llectronic fund transfer. 'The term electronic fund
transfer means any transfer of funds that s initiated through
an electronic terminal, telephone, computer, or magnetic
tape for the purpose of ordering, instructing, or authorizing
a financial mstitution to debit or credit an account. The
term includes, but is not limited to:
(1) Point-of-sale transfers:
(2) Automated telter inachine transfers;
(3) Direet deposits or withdrawals of funds;
(4) Transfers initiated by telephone; and
(5) Transters resulting trom debit card transactions,
whether or not initiated through an electronic terminal.
(¢) foxclusions from coverage. 'The term clectronic fund
transter does not include:
(1) Checks. Auy transter of tuads originated by check,
draft, or simifar paper instrument; or any paymeat nrde
by check, draft, or similar paper instrument at an ctec-
tronic termingal.
(2) Check gnarantee or authorization. Any transler ol
funds that guarantees payment or authorizes aceeptance
of a check, dralt, or simitar paper instrunient but that
does not direetly result in a debit or credit 1o a consuim-
¢r’s account,
(3Y Wire or other similar transfers. Any transfer ot funds
through Fedwire or through o simitar wire transfer sys-
tem that is used primarily Tor transfers between financial
institutions or hetween businesses.
4 Securities and commodities transfers. Any transter
of funds the primmary purpose ol which is the purchase or
sale ol a sceurity or commodity, il the security or com-
modity is:
(i) Regulated by the Securities and Tixchange Com-
mission or the Commuodity Futures ‘Trading Conmis-
sion;
(1) Purchased or sold through a broker-dealer regu-
lated by the Securities and Exchange Commission or
through a futures comrission merchant regulated by
the Commodity Futures T'rading Commission; or
(iii) Held in book-entry form by a Federal Reserve
Bank or federal agency.
(5) Automatic transfers by account-holding institution.
Any transler of funds under an agreement between a
consumer and & financial institution which provides that
the institution will initiate individual transfers without a
specific request from the consumer:
(1) Between a consumer’s accounts within the tinan-
cial institution;
(i) From a consumer’s account 1o an account of a
mentber of the consumer’s family held in the same
financial institution; or
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(i) Between a consumer’s account and an account of

the financial institution, except that these transfers
remain subject to section 205.10(¢) regarding, compul-
sory use and sections 915 and 916 of the act regarding
civil and criminad linbility.
(O) Telephone-initiated transfers. Any transler ol Tunds
that:
(1) Is nitiated by a telephone commuanication between
a consumer and a financial institution making the
transfer: and
(i) Does not 1ake place under a telephone bill-
payment or other writlen plan in which periodic or
recutrring translers we contemplated,
CIY Swall instingtions. Any preauthornzed transfer (o or
from an account il the assels of the account-holding,
financial institution were $100 million or less on the
preceding December 310 10 assets of the account-holding,
institution subsequently exceed $100 million, the instity
tion™s exemption for preauthorized transfers terminates
one year front the end of the calendar year in which the
assets exeeed $100 miflion. Preauthorized  tansfers
exempt under this paragraph (¢)(7) remain subject (o
section 205.10(¢) regarding compulsory use and see
tions 915 and 916 of the act reparding civil and criminal
liability.

Scction 205.4 - General disclosure requircnients;
Jointly olfered services.

() Forur of disclosnres. Disclosures requited under this
part shall be clear and readily understandable. in writing,
and ina form the consumer may keep. A financial institu-
tion iy use contmonly accepted or readily understandable
abbreviations in complying with the disclosure require-
ments of this part,
(b)Y Additional infornation; disclosures required by other
levws. A linancial institution may include additional infor
mation and may conibine disclostres requived by other
laws (such as the Trath o Lending Act (15 US.CL 1601
el seqgy or the Pruth i Savings Act (12 U500 4301
el seq.)) with the disclosures required by this part.
(¢) [Reserved|
) Multiple accomts and account holders. (1) Multiple
accounts. A linancial iostitution oy combine the re-
quired disclosures mto a single statement for a consumer
who holds more than one account at the institution,
(2Y Multiple account holders. For joint accounts held by
two or more consumers, o financial institution necd
provide only ote set of the required disclosures and inay
provide them to any ol the account holders.
(¢) Services offered joludy, inancial institutions that pro-
vide electronic fund Iransfer services jointly may contract
among themselves (o comply with the requirements that
this part imposes on iy or all of thent. An institution need
make only the disclosures required by sections 205.7
and 205.8 that are withiin its knowledpe and within the
purview ol its relationship with the consumer for whom it
holds an account.

Scction 205.5 - Issuance of access devices.

(a) Solicited issuance. Lixeept as provided in paragraph (b)
of this section, a financial institution tay issuce an access
device 1o a consumer only:
(1) In response 1o i oral or written request for the
device; or
(2) As a renewal of, or in substitution for, an accepted
access device whether issued by the institution or a
SUCCLSSOT,
(by Unsolicited isswance. A financial institution may dis
(ribute an access device to a consumer on an unsolicited
basis il the access device is:
(1) Not validated, meaning that the institution has nol
yet performed all the procedures that would cnable a
consunter to initiate an clectronic fund transter using the
aceess deviee;
(2) Accompanied by a clear explanation that the access
device is not validated and how the consumer may
dispose ol it il validation is not desired;
(3) Accompanicd by the disclosures required by sec
tion 205.7, of the consumer’s rights and liabilities that
will apply il the access device is validated; and
(4 Validated only in response 1o the consumer’s oral or
written request for validation, after the institution has
verilicd the consumer’s identity by a reasonable mcans.

Section 205,60 Liability ol consumer for
unauthorized transfers.

(W) Conditions for liability. A consumer may be held liable,
within the limitations  described  in paragraph (by of
this section, Tor an unauthorized clectronic fund transter
involving the consumer’s daccount only if” the financial
institution has provided the disclosures required by see-
tion 205.7(bY 1), (2), and (3). It the unauthorized trans(er
involved an access device, 10 must be an aceepled aceess
deviee and the linancial institution must have provided a
means to wdentify the consumer to whom it was issued.
(bY Lintitations on amount of liability. A consumer’s liabil-
ity for an unauthorized clectronie fund transfer or a series
ol refuted unauthorized transfers shall be determined as
follows:
(1) timely notice given. 11 the consumer notifies the
financial institution within two bustness days atter learn-
ing of the loss o1 thelt of the access device, the consum-
er’s Hiability shall not exceed the fesser ol $50 or the
amount of unauthorized translers that occur before no
tice to the linancial institotion,
(2) Timely notice not given. 11 the consumer fails (o
notify the financial institution within two business days
after learning of the loss or thelt of the access device, the
consumer’s liability shall not exceed the fesser of $500
or the sum of?:
(1) $50 or the amount of unauthorized transfers that
oceur within the two business days, whichever is less;
and
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(1) The amount of unauthorized transfers that occur
after the close of two business days and before notice
to the institution, provided the institution cstablishes
that these transfers would not have occurred had the
consumer notified the institution within that two-day
period.
(3) Periodic statement, timely notice not given, A con-
sumer must report an unauthorized clectronic fund trans-
fer that appears on a periodic statement within 60 days
of the financial institution’s transmittal of the statement
to avoid lability for subsequent transfers, I the con-
sumer fails to do so, the consumer’s liability shall not
exceed the amount of the unauthorized transfers that
oceur alter the close of the 60 days and before notice to
the institution, and that the institution establishes would
not have occurred had the consumer notified the institu-
tion within the 60-day period. When an access device is
involved in the unauthorized transler, the consumer may
be liable for other amounts set forth in paragraphs (b)(1)
or (b)(2) ol this section, as applicable.
4y Extension of time limits. 1€ the consumer’s delay in
notifying the financial institution was due to extenuating
circumstances, the institution shall extend the times
specified above to a reasonable period.
(5) Notice to financial institution,
(i) Notice to a financial institution is given when a
consumer takes steps reasonably necessary to provide
the institution with the pertinent information, whether
or not « particular ecmployee or agent of the institution
actually receives the information.
(ii) The consumer may notify the institwtion in person,
by telephone, or in writing,
(i11) Written notice is considered given at the time the
consumer mails the notice or delivers it for transmis-
sion to the institution by any other usual mecans,
Notice may be considered constructively given when
the institwtion becomes aware of circumstances lead-
ing (o the reasonable belicf that an unauthorized trans-
fer to or from the consumer’s account has been or
may be made.
(06) Liability under state law or agreement. I state law or
an agreement between the consumer and the financial
institution imposes less lability than is provided by this
section, the consumer’s liability shall not exceed the
amount imposed under the state law or agreement.

Section 205.7- -Initial disclosures.

applicable taw or agreement, for unauthorized clectronic
fund transfers.

(2) Telephone number and address. 'The telephone nunm-
ber and address of the person or ollice to be notitied
when the consumer believes that an unauthorized clec-
tronic fund transfer has been or may be made.

(3) Business days. The financial institution’s business
days.

(4) Types of transfers; limitations, The type of clectronic
fund transfers that the consumer may make and any
limitations on the ltequency and dollar amount of trans-
fers. Details of the limitations need not be disclosed if
confidentiality is essential to maintain the sceurity of the
electronic fund transfer sysiem.

(5) Fees. Any fees imposed by the financial institution
for electronic fund transfers or for the right to make
transfers.

(6) Documentation. A summary of the consumer’s right
to receipts and periodic statements, as provided in sec-
tion 205.9, and notices regarding preauthorized transfers
as provided in sections 205.10(a) and 205.10(d).

(7Y Stop payment. A summary of the consumer’s right to
stop payment of a preauthorized clectronic fund transfer
and the procedure for placing a stop-payment order, as
provided in section 205, HO(¢).

(8) Liability of institution. A summary of the financial
institution’s liability to the consumer under section 910
of the act Tor failure to make or to stop certain transiers.
(9) Confidentiality, The circumstances under which, in
the ordinary course of business, the financial institution
may provide information concerning the consumer’s
account to third parties.

(10) Error resolution. A notice that is substantially simi-
lar to Model Form A-3 as set out in Appendix A of this
part concerning error resolution.

Section 205.8—Change in terms notice; error
resolution notice.

(a) Change in terms notice—() Prior notice required. A

financial institution shall mail or deliver a written notice
to the consumer, at least 21 days before the cffective
date, of any change in a term or condition required 1o be
disclosed under section 205.7(b) il the change would
result in:

(1) Increased fees for the consumer;

(i) Increased liability for the consumner;

(1it) Fewer types ol available electronic fund transfers;

or

() Timing of disclosures. A linancial institution shall make
the disclosures required by this scetion at the time a con-
sunier contracts tor an clectronic fund transfer service or
before the first electronic fund transfer is made involving
the consumer’s account.
(b) Content of disclosures. A financial institution shall
provide the following disclosures, as applicable:
(1) Liability of consumer. A summary ol the consumer’s
liability, under section 205.6 or ander state or other

(iv) Stricter limitations on the frequency or dollar

amount of transfers.
(2) Prior notice exception. A {linancial institution need
not give prior notice if an immediate change in terms or
conditions is necessary to maintain or restore the secu-
rity of an account or an electronic fund transter systen.
If' the institution makes such a change permanent and
disclosure would not jeopardize the security of the ac-
count or system, the institution shall notify the consumer
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in writing on or with the next regutarly scheduled peri-

odic statement or within 30 days of making the change

permanent.
(b) Error resolution notice. Lor accounts to or from which
clectronic fund transfers can be made, a financial institu-
tion shall mail or deliver to the consumier, at least once
cach calendar year, an ciror resolution notice substantially
stoilar (o the model form set forth tn Appendix A of this
part (Model Form A-3). Alternatively, an institution may
include an abbreviated notice substantially similar to the
model Torm crror resolution notice set forth in Appendix A
of this part (Model Form A 3), on or with cacli periodic
statement required by section 205.9(b).

Scction 205.9— Receipts at clectronic terminals;
periodic statements,

(a) Receipts at electronic terminals. A financial institution
shall make a receipl available to a consumer at the time the
consunicr initiates an clectronic fund transfer at an clee-
teonic terminal. The receipt shall set forth the following
information, as applicable:
(1) Amonnt. The amount of the transfer. A transaction
fee may be included in this amount, provided the amount
of the fee is disclosed on the receipt and displayed on or
at the terminal,
(2) Date. 'The date the consumer initiates the transfer,
(3) Type. 'The type of transfer and the type ol the
constmner’s account(s) to or frrom which funds are trans-
ferred. The type ol account may be omitted i the access
device used is able to access only one account at that
terminal,
(4y Identification. A number or code that identities the
consumer’s account or accounts, or the access device
used Lo initiate the transter, The number or code need not
exceed four digits or letters to comply with the require-
nretts of this paragraph (a)4d).
(5) Terminal location. 'I'lic location ol the terminal where
the transler is initinted, or an identification such as a
code or terminal number, Lixeept in hmited circum-
stances where all terniinals are located in the same city
or state, il the location is disclosed, it shall include the
city and state or loreign country and one ol the follow-
ing:
(i) ‘T'he street address; or
(i) A penerally accepted name for the specific toca-
tion; or
(ii1) "The name of the owner or operator of the terminal
il other than the account-holding institution.
(6) Third party transfer. 'the name of any third party to
or from whom funds are transferred.
() Periodic statements, For an account to or from which
clectronic tund transters can be made, a financial institu-
tion shall send a periodic statement for cach monthly cycle
i which an clectronic fund transfer has occurred; and shall

send o periodic statement wt least quarterly if no transter

has occurred. The statement shall set forth the following
information, as applicable:

(1) Transaction information, For cach clectronic fund
transler occurring during the cycle:
(i) The amount of the transfer;
(i1) T'he date the transier was credited or debited to the
consumer’s accoutit;
(1)) The type of transfer and type of account 10 or
{rom which funds were transterred;
(iv) For a transfer nitiated by the coustner at an
electronic terminal (except for a deposit of cash or a
cheek, dralt, or sitnilar paper instrument), the (crminal
location described in paragraph (a)(5) of this section;
and
(v) The name of any third party o or from whom
funds were translerred.
(2) Account nmber. 'The number of the account.
(3) Fees. The amount ol any fees assessed against the
account during the statement period Tor electronic fund
translers, for the right to make trausfers, or for account
maintenance.
(4 Account balances. 'The balance in the account at the
bepinning and at the close of the statement period.
(5) Address and telephone number for inguiries. 'I'he
address and tefephone numiber to be used for inquiries or
notice ol errors, preceded by “Direct inquiries to” or
similir language. The address and telephone number
provided on an crror resolution notice under section
205.8(b) given on or with the statement satisfics this
requirement.
(6) Telephone nunmber for preauthorized transfers. A
telephone number the consumer may call 1o ascertain
whether preauthorized transfers to the consumer’s ac
count have oceurred, il the financial institution uses the
telephone-notice option under section 205 10GO( 1)(iii).
(¢) Lxceptions to the periodic statement requirement for
cerlain accounty (l) Preauthorized II‘(m‘\j/‘('r.\‘ to deconnls.,
For uccounts that may be accessed only by preantho-
rized translers to the account the following rules apply:
(1) Passhook daccounts. Vor passbook accounts, the
financial institution need not provide a periodic state-
ment il the institution updates the passbook upon
presentation or cnters on a separate document the
amount and date ol cach electronic fund transfer since
the passbook was last presented.
(i1) Other accounts. For accounts other than passbook
accounts, the financial institwtion must send a periodic
staterment at least quarterly.
(2) Intra-institutional transfers. For an clectronic fund
transfer initiated by the consumer between two accounts
ol the consuner in the same institution, documenting the
transfer on a periodic statement for one ol the two
accounts satisties the periodic statement requirenient,
(3Y Relationship benween paragraphs (¢)(1) and (¢)(2) of
this section. An account that is accessed by preautho-
rized transfers 1o the account described in para-
graph (¢)(1) ol this section and by intra-institutional
transters described i paragraph (¢)(2) ol this section,
but by no other type of clectronic fund translers, quali-
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fies for the exceptions provided by paragraph (¢)(1) of

this section,
() Documentation for foreign-initiated transfers. The tail-
wre by a financial institution to provide a terminal receipt
for an clectrome fund transter or to document the transter
on a periodic statement does not violate this part il

(1) ‘The transter is not inittated within a state; and

(2) 'The (inancial institution treats an inguiry for clarifi-

cation or documentations as a notice ol error in aceor-

dance with section 20511,

Scction 205.10- - Preauthorized transfers.

() Precautthorized transfers to consumer' s account.
(1) Notice by financial institution. When a person ini-
tiates preauthorized electronic fund transfers 1o a con-
sumer’s account at least onee every 60 days, the account-
holding, financial institution shall provide notice to the
consunier by:

(1) Positive notice. Providing, oral or written notice of

the transfer within two business days alter the transfer
oceurs; or
(i) Negative notice. Providing, oral or written notice,
within two business days after the date on which the
transfer was scheduled 1o occur, that the transter did
not oceur; or
(111) Readily-available telephone line. Providing a
readily available telephone line that the consunier
may call to determine whether the transfer occurred
and disclosing the wefephone number on the initial
disclosure ol account terms and on cacl periodic
statement,
(2) Notice by pavor. A finaoncial institution need not
provide notice ol a transfer il the payor gives the con-
sumer positive notice that the transfer has been initiated.
(3) Crediting. A financial institution that receives a
preauthorized (ransler ol the type described in pura-
graph ()1 ol this section shall credit the amount ol the
transter as of the date the funds for the transfer are
received.

(by Written authorization for preauthorized transfers from

consumer's account. Preauthorized clectronic fund trans-

fers from a consumer™s account may be authorized only by

a writing signed or similarly authenticated by the con-

sumer. The person that obtains the authorization shall

provide a copy 1o the consumer,

(©) Constmer’s right to stop payment. (1) Notice. A con-
sumer may stop payment ol a preauthorized electronice
fund transler from the consumer’s account by natifying,
the financial institution orally or in writing at least three
business days before the scheduled date of the transfer.
(2) Written confirmation. "T'he linancial institution may
require the consumier (o give written confirmation ol a
stop-payment order within 4 days of an oral notifica-
tion. An institution that requires written confirmation
shall inform the conswmer ol the requirement and pro-
vide the address where confirmation must be sent when
the consumer gives the oral notification. An oral stop-

payment order ceases (o be binding alter 14 days il the
consumer fails to provide the required written confirma-
tion.

(d) Notice of transfers varying in amount.

(1) Notice. When a preauthorized electronie fund trans-
fer from the consumer’s account will vary in amount
from the previous transter under the siune authorization
or from the preauthorized amount, the designated payee
or the firancial institution shall send the consumer writ-
ten notice ol the amount and date of the transfer at feast
10 days before the seheduled date of trausler,

(2) Runge. 'The designated payee or the institution shall
inform the consumer of the right to receive notice of all
varying transters, but may give the consumer the option
ol receiving notice only when a transter falls outside a
specificd range of wmounts or only when o transler
diflers from the most recent transfer by more than an
agreed-upon amount.

(¢) Compulsory use. (1) Credit. No financial institution or

other person may condition an extension of credit to a
consunier on the consumer’™s repaytient by preautho-
rized clectronic fund translers, exeept for credit ex-
tended under an overdraft credit plan or extended 1o
maintain a specificd minhnum batance in the consumer’s
aceount,
(2) Ewmployment or government benefit. No o tinancial
institution or other persan may requite @ consumer (o
establish an account for receipt of electronic fund trans-
fers with a particular institation as a condition ol cm-
ployment or receipt of a government beneht.

Scction 20511 Procedures (or resolving errors.

() Definition of crror. (1) Types of transfers or inguiries
covered. 'The term error means:

(1) An unauthorized clectronic fund transfer;
(i) An incorrect clectronic Tund transfer (o or (rom
the consumer’s account;
(it1) 'The omission of an electronic fund transfer from
a periodic statement;
(iv) A computational or bookkeeping, crror made by
the financial institution relating, to an electronic fund
lransfer;
{v) The consumer’s receipt of an incorrect amount of
money from an electronic terminal;
(vi) An clectronic fund transfer not identified in accor-
dance with sections 205.9 or 205.10(a); or
(vit) The consumier’s request for documentation re-
quired by scctions 205.9 or 205.10(a) or tor additional
information or clarilication concerning an clectronic
fund transfer, including a request the consumer takes
o determine whether an crror exists under para
graphs (D) through (vi) ol this section.
(2) Types of inqguiries not covered. The term error
does not include:
(i) A rouline inquiry about the consumer’s account
balance;
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(ii) A request for information for tax or other record-
keeping purposes; or
(1) A request Tor duplicate copies of documentation.

(b)Y Notice of error from consumer (1) Timing: coutents.

A linancial institution shall comply with the require-
ments ol this section with respect to any oral or
written notice of error lrom the consumer that:

(i) Is received by the institution no later than 60 days
after the institution sends the periodic statement or
provides the passhook  documentation, required by
section 2059, on which the alleged error s first
rellected;

(ii) Enables the iustitution to identify the consumet’s
name and account number; and

(i) Indicates why the consumer belicves an crror

exists and includes to the extent possible the type,

date, and amount of the crror, exceepl lor requests

described in paragraph ()(D(vii) ol this section.
(2y Written confirmation. A linancial inslitution may
require the consumer to give written confirmation ol an
crror within 10 business days ol an oral notice. An
institution that requires written condirmation shall in-
form the consunier ol the requirement and provide the
address where confirmation must be sent when the con-
sumer gives the oral notification,
(3) Request for documeniation or clarifications. When
a notice of error is bused on documentation or clarifica-
tion that the consumer requested  under  paragraph
(O D)(vii) of this section, the consumer’s notice ol error
is timely if received by the financial institution no later
than 60 days after the fnstitution sends the infornation
requested.

() Time limits and extent of investigation.

(1Y Ten-day period. A linancial institution shall investi-
pate promptly and, except as otherwise provided in this
paragraph (¢), shall determine whether an error ocewrred
within 10 business days ol receiving, a notice of crror,
The nstitution shadl report the results to the consumer
within three business days after completing its investiga-
tion. The institution shall correct the error within one
business day alter determining that an error occurred.
(2) Foriy-five day period. 10 the financial institution is
unable to complete its investigation within [0 business
days, the institution may lake up to 45 days Irom reeeipt
ol a notice ol error to investigate and determine whether
an crror occurred, provided the institution does the Tol-
lowing:
(i) Provistonally credits the consumer’s account in the
amount ol the atleged error (including interest where
applicable) within 10 business days of receiving the
error notice. I the linancial institution has a reason-
able basis for believing that an unauthorized clec-
tronic fund transfer has occurred and the institution
has satistfied the requirements of section 205.6(a), the
institution may withhold @ maximuny of $50 from the
aniount credited. An institution need not provisionally
credit the consumer’s account if:
(A) ‘The institwtion requires but does nol receive

written conlirmation within 10 business days ol an
oral notice of error; or
(1) The alleged crror involves an account that is
subject to Regulation 'I' (Securities Credit by Bro-
hers and Dealers, 12 CUFR, Part 220);
(i) Informs the consumer, within two business days
alter the provisional crediting, ol the amount and date
of the provisional crediting and gives the consuter
full use of the funds during the investigation;
(1ii) Corrects the error, i€ any, within one business day
alter determining that an crror occurred:; and
(iv) Reports the results to the consumer within three
business days alter completing its investigation (in-
cluding, if applicable, notice that a provisional credit
has been made tinal).
(3) Fixtension of time periodys. The applicable time peri-
ods in this paragraplt (¢)(3) are 20 business days in place
of 10 business days, and 90 days in place of 45 days, il
notice ol error involves an electronic fund transter that:
(1) Was not initiated within a state; or
(i) Resulted from a point-of-sale debit card transac-
Lion.
(4) Investigation. With the exception ol translers cov-
ered by seetion 205,14, a financial institution’s review of
its own records regarding an alleged crror satisfics the
requirements ol this section il
(i) 'The alleged error concerns a transler 1o or Irom a
third party; and
(i) ‘There s no agreement between the institution and
the third party or the type of electronic fund transler
involved.
(d) Procedures if financial institution determines no cerror
oi different error occurred. Inoaddition to (ollowing, the
procedures specified in paragraph (¢) of this section, the
financial institution shall Tollow the procedures set lorth in
this paragraph (d) it it determines that no crror occurred or
that an error occurred in a manner or amount different (rom
that described by the consumer:
(D) Written eaplanation. The institution’s report ol the
resulls of its investigation shall include o written expla-
nation ol the nstitution’s findings and shall note the
consumier’s right to request the documents that the insti-
tution relicd on in making, its determination. Upon re-
quest, the institution shall promptly provide copies of
the documents,
(2) Debiting provisional credit. Upon debiting a provi-
sionally credited amount, the linancial institution shall:
(i) Notily the consumer ol the date and amount of (he
debiting;
(ii) Notily the consumer that the institution will honor
chiceks, drafts, or similar instruments payable to third
partics and preauthorized transters from the consum-
er’s account (without charge to the consumer as a
restlt of anoverdralt) for ive business days alter the
notification. "The institution shall honor items as spec-
iticd in the notice, but necd honor only items that it
would have paid il the provisionatly credited Tunds
had not been debited,
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(¢) Reassertion of error. A financial institution that has
fully complied with the crror resolution requirements has
no further responsibilities under this section should the

consumer later reassert the same crror, exeept in the case of
an error asserled by the consumer fotlowing receipt of

information provided under paragraph ()(1)(vii) of this
section,

Scction 205.12—Relation (0 other laws.

) Relation (o Truth in Lending - (1) 'The Electronic Fund
Transfer Act and this part povern:
(i) The addition to an accepted credit card, as defined
in Regulation 7 (12 CLER. 226.12(a)(2), footnote 21),
ol the capability to initiate clectronic fund transfers;
(i) The issuance ol an access device that permits
credit extensions (under a preexisting agreement be-
tween a consumer and a financial institution) only
when the consunier’s account is overdrawn or to
maintain a specilied minimum balance in the consum-
er’s account; and
(i) A consumer’s liability for an unauthorized clec-
tronic fund transter and the investigation of crrors
involving an extension ol credit that occurs under an
agreement between the consumer and a financial insti-
tution to extend credit when the consumer’s account
is overdrawn or o maintain a specified minimum
balance in the consumer’s account.

(2) The Truth in Lending Act and  Regulation 7.

(12 C.ER. part 226), which prohibit the unsolicited issu-

ance of credit cards, goveri:
(1) The addition of a credit feature to an accepted
access device; and
(ity xcept as provided in paragraph ()(1)(ii) of this
section, the issuance of a credit card that is also an
access device.

(b) Preemption of inconsistent state laws- - (1) Inconsistent
requirements. 'The Board shall determine, upon its own
motion or upon the request ol a state, (inancial institu-
tion, or other interested party, whether the act and this
part preempt stale law relating to electronic fund trans-
fers. Only state laws that are inconsistent with the act

and this part arc preempted and then only to the extent of

the inconsistency. A state taw is not inconsistent with the
act and this part il'it is more protective of consumers.
(2) Standards for determination. State law is inconsis-
tent with the requirements of the act and this part if it
(i) Requires or perntits a practice or act prohibited by
the lederal law;
(ii) Provides for consumer liability for unauthorized
clectronic fund transfers that exceeds the limits im-
posed by the federal law;
(iii) Allows longer time periods than the federal law
for investigating and correcting alleged errors, or does
not require the financial institution to credit the con-
sunmer's account during an crror investigation in ac-
cordance with section 205, [H{c)(2)(1); or

(iv) Requires initial disclosures, periodic statements,
or receipts that are diflerent in content from those
required by the federal law except to the extent that
the disclosures refate o consumer rights granted by
the state law and not by the federal law.

(¢) State cxemptions— (1) General rule. Any state may
apply for an exemption from the requirements of the act
or this part for any class ol clectronic fund translers
within the state. The Board shall grant an exemption if it
determines that:

(i) Under state law the class of clectronic fund trans-

fers is subject to requirements substantially similar 1o

those imposed by the federal taw; and

(ii) There is adequate provision for state enforcement.
(2) Exeeption. To assure that the federal and state courts
continue 1o have concurrent jurisdiction, and 1o aid in
implementing the act:

(i) No excuption shall extend to the civil liability

provisions of section 915 of the act; and

(i1) When the Board grants an exemption, the state

law requirements shall constitute the requirements of

the federal faw for purposes of section 915 of the act,

except for state law requirements not imposed by the

federal law.

Section 205.13-
record retention.

Administrative enlarcement,

() Iinforcement by federal agencies. Compliance with this
part is enlorced by the agencies listed in Appendix B of
this part.

(b) Record retention. (1) Any person subject to the act and

this part shall retain evidence of compliance with the
requirements imposed by the act and this regulation for a
period of not less than two years from the date disclo-
sares are required to be made or action is required to be
taken.
(2) Any person subject to the act and this part having
actual notice that it is the subject of an investigation or
an enforcement proceeding by its enforcement agency,
or having been served with notice of an action filed
under sections 910, 915, or 916(a) of the act, shall retain
the records that pertain to the investigation. action, or
proceeding until final disposition of the matter unless an
carlier time is allowed by court or agency order.

Section 205.14- -Lilectronic fund transfer service
provider not holding consumer’s account.

() Provider of electronic fund transfer service. A person
that provides an clectronic fund transfer service to a con-
suimner but that does not hold the consumer’s account is
subject to all requirements of this part il the person:
(1) Issues a debit card (or other access device) that the
consumer can use to access the consumer’s account held
by a financial institution; and
(2) Has no agreement with the account-holding institu-
tion regarding such access.
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(by Compliance by service provider. In addition to the
requirenients generadly  applicable under this part, the
service provider shall comply with (he Tollowing special
rules:

(1) Disclosures and documentation, "The service pro-

vider shall give the disclosures and documentation re-

quired by sections 2057, 2058, and 205.9 that arc
within the purview of its relationshiip with the consurier.

The service provider need not Turnish the periodic state-

nmient required by seetion 205.9(by il the Tollowing condi

tiotts are wet:
(1) The debit card (or other access deviee) issued to
the consunier bears the service provider’s name and
an address or telephone number Tor making, inquiries
or piving notice of error;
(i) The consumer recetves a notice concerning use of
the debit card that is substantially similar to the notice
contained in Appendix A of this part;
(i) The consumier receives, on or with the receipts
required by section 205.9(a), the address and tele-
phone number 1o be used for an inquiry, to give notice
ol an crror, o 1o report the loss or theft of the debit
card;
(iv) The service provider transmits to the account-
holding institution the information specified in section
205.9(LYCD), in the format prescribed by the awtomated
clearinghouse systetn used to clear the fund translers;
(v) The service provider extends the time period for
notice of loss or theft of a debit card, set forth in
section 205.6(b)(1) and (2), Itom two business days 1o
four business days alter the consumer learns of the
loss or thelt; and extends the time periods [or report-
ing unauthorized transfers or errors, set forth in see-
tions 205.6(b)(3) and 205.1 1) H(Q), [rom 60 days 1o
90 days following the transmittal ol a periodic state-
ment by the account-holding institulion.

(2) Lorror resofution. (1) 'The service provider shall ex-
tend by a reasonable time the period in which notice
of an errot must be received, specified in section
205 01O, if a deflay resalted from an initial
attempt by the consumer to notify the account-holding
institution.

(it) The service provider shall disclose 1o the con-

sumer the date on whiclt it initiates a transfer o cflect

a  provisional  credit in o accordance  with  see-
tion 205. 1 He)2)¢ii).
(i) It the service provider determines an crror oc-
curred, o shall transler funds (o oc leom the consunm-
er's account, in the appropriate amount and within the
applicable time  period, in accordance  with  sec-
tion 205 11(c)2)(D).
(iv) If lunds were provisionally credited and the ser
vice provider determines no crror oceurred, it may
reverse the eredit. The service provider shall notify
the account-holding institution ol the period during
which the account-holding institution must honor
debits 1o the account in accordance  with  see-
tion 205, 110, 1 an overdralt results, the ser

vice provider shall promptly reimburse the account-
holding institution in the amount of the overdraft.
(©) Compliance by account-holding institution. The
account-holding, institution need not comply with this part
ol the act and this regalation with respect to electronic fund
transfers initiated through the service provider except as
follows:
(1) Documentation, ''he account-holding, institution shalt
provide w periodic statement that describes cach elee-
tronic Tund teansfer inttiated by the consumer with the
access device issued by the serviee provider. The
account-holding institution lias no liability for the Failure
to comply with this requireent if the service provider
did not provide the necessary information; and
(2) Error resolution. Upon request, the account-holding
institution shall provide information or copics ol docu-
ments needed by the service provider Lo investigate
crrors or to furnish copies ol documents to the con-
sumer. ‘The account-holding institution shall also honor
debits 1o the account in accordance  with  see-

tion 2051 H{dY(2) (i),

Section 205,15 —Lilectronic fund transler of
government benefits,

(@) Government agency subject to regulation.
(1) A government ageney is deemed to be a financial
iustitution for purposes ol the act and this part if directly
or indirectly it issues an aceess device 1o a consumer for
use in initiating an clectronic fund transler ol govern-
went benelits from an account. The agency shall comply
with all applicable requirements ol the act and regula-
tion except as provided iy this section.
(2) Lor purposes of this scetiou, the term account means
an account established by a governmient agency for
distributing government benelits to a consumer electron-
ically, such as through automated teller machines or
point of-sale terminals.
(b)Y Issuance of access devices. For purposes of this section,
a consumer is deemed 1o request an access device when the
consumer applies for government benefits that the agency
disburses or will disburse by means ol an clectronic fund
transfer, The agency shalt verify the identity of the con-
sunier receiving, the device by reasonable means belore the
device ix activated,
(¢) Alternative to periodic statement. A government ageincy
need not furnish the periodic statement required by sece-
tion 205.9(b) il the agency makes available to the con-
suner:
(1) The consumier’s account balance, througls a readily
available telephione line and ot a terminal (such as by
providing balance information at a balance-inquiry ter-
minal or providing it, routinely or upon request, on a
terminal receipt at the time ol an clectronic fund trans-
fery; and
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(2y A written history of the consunier’s account transac-
tions that is provided promptly in response to an oral or
written request and that covers at least 60 days preced-
ing the date ol a request by the consumer.
() Modified requirements. A government agency that does
not furnish periodic statements, in accordance with para-
eraph (¢) of this section, shall comply with the following
special rules:
() Initial disclosures. 'The agency shall modify the
disclosures under section 205.7(b) by disclosing:
(i) Account balance. 'The means by which the con-
sumer may obtain information concerning, the account
balance, including o telephone number. The agency
provides a notice substantially similar to the notice
contained in paragraph A-5 in Appendix A ol this
part.
(i1) Written account history. A summary ol the con-
sumer’s right to receive @ wrilten account history
upon request, in place ol the periodic statement re-
guired by section 205.7(b)(6), and the telephone num-
ber to call to request an account history. This disclo-
sure may be made by providing a notice substantiatly
similar 1o the notice contained in paragraph A-5 in
Appendix A of this part.
(it1) frvor resolution, A notice concerning error reso-
lution that is substantially similar to the notice con-
tained in paragraph A-S in Appendix A of this part, in
place of the notice required by section 205.7(b)(10).
(2) Annual error resolution notice, ‘The ageney shall
provide an annual notice concerning error resofution that
is substantially similar to the notice contained in para-
graph A-5 in Appendix AL in place of the notice required
by section 205.8(b).
(3) Limitations on liability. For purposes of  sec-
tion 205.06(b)(3), regarding a 60-day pertod for reporting
any unauthorized transfer that appears on a periodic
statement, the 60-day period shalt begin with transmittal
of a written account history or other account information
provided to the consumer under paragraph (¢) ol this
section.,
d) Lrror vesolution. 'The agencey shall comply with the
requirements of section 205,11 in response to an oral or
written notice ol an crror from the consumer that is
received no later than 60 days alter the consumer obtains
the written account history or other account information,
under paragraph (¢) of this section, in which the crror is
first rellected.

4. Appendices A and B oare revised and Appendix O is
added to read as follows:

Appendix A 1o Part 205 Model Disclosure

Clauses and Formes

(¢) ‘Table of Contents

A-I—MODEL CLAUSES FOR UNSOLICHTED ISSUANCE
(§ 205.5(b)(2})

A-2—MODLEL CLAUSES FOR INITIAL DISCLOSURLES
(§205.7(h))

A-S—MODEL FORMS FOR ERROR RESOLUTION NOTICT
(S§ 205.7(b)(10) and 205.8(h))

A-4—MODEL FORM FOR SERVICE-PROVIDING
INSTITUTIONS (§ 205.14¢h)(1 )(il})

A-S—Mobrr FORMS 1FOR GOVERNMENT AGENCIES
(S 205.15(d)(1) and (2))

A-1—-Mobrt, CLAUSES 1OR UNSOLICHTHD ISSUANCE
(§ 205.5(h)(2))

() Accounts using cards. You cannot use the enclosed card
1o transter moncy into or out of your account until we have
validated it I you do not want to use the card, please
(destroy it at once by cutting it in hall),

| Financial institution may add validation instructions here. |
(b) Accounts using codes. You cannot use the enclosed
code to transler money into or out ol your account until we
have validated it. I you do not want 1o use the code, please
(destroy this notice at once).

[Financial institution may add validation instructions here.|

A-2—Mobrt. CLAUSES FOR INITIAL DISCLOSURES
(§ 205.7(h))

(0) Consumer Liability (section 205.7(b)(1)). (Tell us AT
ONCE if you believe your Jeard]| Jeode] has been lost or
stolen. Telephoning is the best way of keeping your possi-
ble Tosses down. You could lose all the moncey in your
account (plus your maximum overdraft line ol credit). If
you tell us within 2 business days, you can lose no more
than $50 if someone used your [card [Jcode] without your
permission. (I you belicve your feardjicode] has been lost
or stolen, and you tell us within 2 business days after you
learn of the toss or theft, you can lose no more than $30 it
sonieone used your [card] [code] without your permission.)

I you do NOT tell us within 2 business days alter you
learn of the loss or thelt of your [card]| [code], and we can
prove we could have stopped someone from using your
[card]| [code] without your permission if you had told us,
you could lose as much as $500.

Also, if your statement shows transfers that you did not
make, tell us at once. I you do not tell us within 60 days
after the statement was mailed 1o you, you iy not get
back any money you lost after the 60 days if’ we can prove
that we could have stopped someone from taking the
money if you had told us in time.
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I a good reason (such as a long trip or a hospital stay)
kept you from telling us, we will extend the time periods,
(by Contact in event of unanthorized ransfer (section
205.7(h)2)) I you believe your [card] [code] has been lost

or stolen or that someone has transterred or may transier

moncy [rom your account without your permission, call:

|'Telephone number|
or write:
[Name of person or oftice 10 be notifred|

[Address]

(¢) Business days (section 205.7(h)(3)). lor purposes of

these disclosures, our business days are (Monday through

Friday) (Monday through Saturday) (any day including

Saturdays and Sundays). Holidays are (not) included,

() Transfer types and limitations (section 205.7(b)(4))

(1Y Acconnt aceess. You may use your [card| Jcode] (o:
(1) Withdraw cash from your [checking | [or] [savings]
account.

(ii) Make deposits 1o your [checking] [or] [savings]
account.

(i) Transfer funds between your checking, and sav-
ings accountts whenever you request,

(iv) Pay for purchases at places that have agreed (o
acceplt the [card] [code].

(v) Pay bills directly by telephone] from your [check-
ing] lor| [savings] account in the amounts and on the
days you request.

Some of these services may not be available at all

terminals.

(2) Limitations on frequency of transfers
(1) You may makce only [inscit number, c.p., 3] cash
withdrawals lrom our teeminals cach [insert time pe
riod, c.g., week].

(i) You can use your telephone bill-payment service
1o pay [insert number| bills cach finsert time period]
Jtelephone call).

(i) You can use our point-of-sale transler service lor
[insert number| transactions cach |insert time period|,
(iv) 'or security reasons, there are limits on the nume
ber of transfers you can make using our {terminals|
(telephone bill-payment service| [potnt-of-sale trans-
ler serviced.

(3) Limitations on dollar amounts of transfers

(i) You may withdraw up to [insert dollar amount|
[rom our terminals cach Jinsert time period]| time you
use the |card] |codel.
(i) You may buy up to finsert doffar amount] worth of
poods or services cach finsert time period] time you
use the [card| [eode] in our poit-ol-sale transfer
service.

(¢) Fees (section 205.7(b)(5)) - (1) Per traunsfer clurge.
We will charge you [insert dollar amount] for cach
transfer you make using our Jautomated teller machines|
[telephone bill-payment service] [point-of-sale transfer
servicel.

(2) Vixed charge. We will charpe you finsert dollar

amount| cach Jinsert time period] for owr [awtomated
teller machine service] [telephone bill-payment service|
[point-ol-sale transfer service|.
(3) Average or mininun halance charge. We will only
charge you lor using our [awtomated teller machines|
[telephone bill payment service| [point-of-sale transfer
service] i the faverage] [minimum| balance i your
[checking account] fsavings account] [accounts| falls
below [insert dollar amowat]. it does, we will charge
you linsert dollar amount| cach [transfer] insert time
period].
(1Y Confidentiality (section 205.7(h)(9)). We will disclose
inlormation 1o third parties about your account or the
transfers you make:
(1y Where it is necessary Tor completing transfers, or
(2) In order to verity the existence and condition of your
account for a third party, such as a credit burcau or
merchant, or
(3) In order to coniply with povernment agencey or court
orders, or
(4) 1I'you give us your written permission,
(£) Documetation (section 205.7(D)(6))
(V) Terminal transfers. You can pet a receipt al the time
you make any transfer to or (rony your account using one
ol our [awomated teller machines| [or] [point-of-sale
lernunals].
(2) Preanthorized credits. I you have arranged o have
direct depostts made (o your account at least once every
60 days from the same person o1 company, (we will {et
you know if the deposil is [not] made.) [the person or
company making, the deposit will el you cvery time
they send us the money| [you can call us at (insert
telephone mumber) Lo lind out whether or not the deposit
has been madel.
(3) Periodic statements. You will get o Jmonthly] [quar
terly| account statemient (undess there are no transfers in
a particular month, In any case you will get the state
ment at least quarterly).
(4) Passhbook account where the only possible electronic
SJund transfers are preauthorized credits. 1 you bring,
your passbook to us, we will record any electronic
deposits that were made to your account sinee the fasl
time you brought in your passbook.
() Preauthorized  pavmenss (section 205.7(b)(0), (7)
and (8); section 205.10(d))
(1Y Right to stop payimeni and procedure for doing so, 10
you have told us in advance (o make regular payinents
out ol your account, you can stop any ol these payments.
Here's how:
Catl us al [insert telephone number|, or write us at
[insert address], in time for us to receive your request
3 business days or more before the payment is sched
uled to be made. I you call, we may also require you
{0 put your request in writing and pet it to us within 14
days alter you call. (We will charge you Tor cach
stop-paymient order you give.)
(2)y Notice of varving amonnts. 1 these regular payments
may vary in amount, [we| [the person you are poing, to
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pay | will tell you, 10 days before cach payment, when it

will be made and how much it will be. (You may choose

instead to get this notice only when the payment would

differ by more than a certain amount from the previous

payment, or when the amount would fall outside certain

limits that you sct.)

(3) Liability for failure to stop payment of preauthorized

transfer. i you order us to stop one of these payments 3

business days or more before the transter is scheduled,

and we do not do so, we will be tiable for your losses or

damages.
(1) Financial institution’s liability (section 205.7(b)(8)). Il
we do not complete a transter (o or from your account on
time or in the correct amount according 1o our agreement
with you, we will be liable Tor your losses or damages.
However, there are somie exceptions. We will not-be liable,
for instance:

(1) 1, through no fault of ours, you do not have enough

money in your account to make the transfer.

(2) It the transler would go over the credit limit on your

overdralt line.

(3 I the awtomated teller machine where you are mak-

ing the transter does not have enough cash.

(4) If the [terminal} [system] was not working properly

and you knew about the breakdown when you started the

ransfer.

(5) I circumstances beyond our control (such as fire or

flood) prevent the transfer, despite reasonable precau-

lions that we have taken,

(0) There may be other exceptions stated in our agree-

ment with you.

A-3 -MODUEL FORMS FOR ERROR RESOLUTION
NOTICE (SECTIONS 205 7(b)(10) AND 205.8(1)

(@) Initial and annual ervor resolution notice sections
205.7(b)(10) and 205.5(h))

In Clase of Frrors or Questions About Your Electronic
Transfers

Telephone us at [insert telephone number| or

Write us at [insert address|

as soon as you can, il you think your statement or receipt is
wrong or if you need more information about a transfer
listed on the statenment or receipt. We must hear [rom you
no later than 60 days after we sent the FIRST statement on
which the problent or error appeared.
(1) 'Tell us your name and account number (il any).
(2) Describe the error or the transfer you are unsure
about, and explain as clearly as you cant why you believe
it is an error or why you need more information.
(3) Tell us the dollar amount of the suspected error. If
you tell us orally, we may require that you send us your
complaint or question in writing within 10 business
days.

We will tell you the results of our investigation within

[0 business days after we hear from you and will correct
any crror promptly. I we need more time, however, we
may take up to 45 days to investigate your complaint or
question. It we decide to do this, we will credit your
account within [0 business days lor the wmount you think
is in crror, so that you will have the use ol the moncy
during the time it takes us 1o complete our investipation, I
we ask you to put your complaint or question in writing,
and we do not reeeive it within 10 business days, we may
not credit your account,

I we decide that there was no error, we will send you a
written explanation within three business days alter we
finish our investigation. You oy ask (or copies ol the
documents that we used in our investigation,

(b) Error resolution notice on periodic statements seetion

205.8(h)

In Case of Errors or Questions About Your Iilectronic
Transters

Telephone us at [insert telephone number| or

Write us at [insert address]

as soon as you can, il you think your statement or receipt is
wrong or il you need more information about a transfer on
the statement or receipt. We must hear from you no later
than 60 days alter we sent you the FIRST statement on
which the error or problem appeared.

(1) Tell us your name and account number (il any).

(2) Describe the crror or the transfer you are unsure

about, and explain as clearly as you can why you belicve

itis an crror or why you need more information.

(3) 'lell us the dollar amount of the suspected crror.

We will investigate your complaint and will correct any
crror promptly. I we take more than [ business days to do
this, we will credit your account for the amount you think
is in error, so that you will have the use of the money
during the time it takes us to complete our investigation.

A-4 MODEL FORM FOR SERVICE-PROVIDING
INSTITUTIONS (SECTION 205.14(b)(1 )(ii))

ALL QUESTIONS ABOUT TRANSACTIONS MADIE:
WITH YOUR (NAME OFF CARD) CARD MUST BE
DIRECTED TO US (NAME OF SERVICE PROVIDER),
AND NOT TO THE BANK OR OTHER FINANCIAL
INSTITUTION WHERE YOU HAVE YOUR ACCOUNT.
We are responsible for the [name ol service] service and
for resolving any errors in transactions made with your
[name of card| card.

We will not send you a periodic statement listing transac -
tions that you make using your [name of card] card. The
transactions will appear only on the statement issued by
your bank or other financial institution. SAVE T'HE RIi-
CEIPTS YOU ARE GIVEN WIIEN YOU HSE YOUR
INAML: OF CARD] CARD, AND CHECK THEM
AGAINST THE ACCOUNT STATEMENT YOU RE-



CEIVE FROM YOUR BANK OR OTIER FINANCIAL

INSTITUTTION. I you have any questions about one of

these transactions, call or write us at [telephone number
and address| [the 1elephone and address indicated below ).

111 YOUR [NAMIE OF CARD| CARD IS LOST OR
STOLEN, NOTIFY US AT ONCE by calling or wriling to
us at [telephone number and address|.

A-S—MODEL FORMS FOR GOVERNMENT
AGENCIES (SECTIONS 205.15(d)(1)(i) & (ii)

(VY Disclosure by government agencies of information
about obtaining account balances and account histories
section 205 15(d)( 1) (1) and (ii)

You may obtain information about the amount ol bene-
fits you have remaining by calling [telephone number].
That information is also available Jon the receipt you get
when you make a transler with your card at [(an ATM)
POS terminal)| [when you make a balance inquiry at an
ATM| [when you make a balance inquiry at specified loca-
tions].

You also have the right (o receive o written summmary of

transactions for the 60 days preceding your request by
calling [telephone number|. [Optional: Or you may request
the summary by contacting your cascworker. |

(2) Disclosure of error resolution procedures for govern-
ment agencies that do not provide periodic statements
section 205 15(d)(1)(iif) and (d)(2))

In Case of Errors or Questions About Your Lilcctronic
Translers

Telephone us at [telephone number] or

Write us at |address|

as soon as you can, if you think an crror has occurred in
your [EBT] Jagency’s name [or program| account. We

must hear [rom you no later than 60 days after you leari of

the error. You will need to el us:
® Your name and fcase] [Hile] number.

® Why you belicve there is an crror, and the dollar

amount involved.
® Approximately when the error took place.

Il you tell us orally, we may require that you send us your

complaint or question in writing within 10 business days.
We will generally complete our investigation  within
10 business days and correct any error promptly. In some
casces, an investigation may take longer, but you will have
the use ol the funds in question after the 10 business days.
If we ask you to put your complaint or question in writing,
and we do not receive it within 10 business days, we may
not credit your account during the investigation,

For errors involving transactions at point-of-sale termi-
nals in food stores, the periods relerred to above are
20 business days instead of 10 business days.

I we decide that there was no error, we will send you a
written explanation within three business days alter we
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finish our vestigation. You may ask for copies of the
documents that we ased in our investigation,

I you need more information about our crror resolution
procedures, call us at Jtelephone number] Jthe telephone
number shown above].

Appendix B to Part 205- —T'ederal Enforcement
Agencies

The following list indicates which Federal agency enlorees
Regulation E (12 CUER. Part 205) for particular classes of
institutions. Any questions concerning compliance by a
particular institution should be dirceted to the appropriate
enforcing agencey. Terms that are not defined in the Federal
Deposit tnsurance Act (12 US.CL1813(s)) shall have the
meaning given to them in the International Baunking Act of
1978 (12 U.S.C.3101).

National banks, and Federal branches and Federal agen-
cies of foreign banks
District oftice of the Oftice ol the Comptroller of the
Currency where the institution is located.

State member banks, branches and agencies of foreign
banks (other than Federal branches, Federal agencies, and
insured state branches of foreign banks), commercial tend-
ing companies owned or controlled by foreign banks, and
organizations operating under section 25 or 25(a) of the
Federal Reserve Act

Federal Reserve Bank serving the District in which the

institution is located.

Nownmewber insured banks and insured state branches of

Joreign banks

Federal Deposit Insurance Corporation regional director
for the region in which the institution is located.

Savings institutions insured under the Savings Association
[nsurance [und of the FOIC and federally-chartered sav-
ings banks insured under the Bank {nsurance Fund of the
FDIC (but not including state-chartered savings banks
insured under the Bank Insurance Iund)
Oftice of Thrift Supervision Regional Director for the
region in which the institution is located.

Federal Credit Unions
Division of Consumer Affairs, National Credit Union
Administration, 1775 Duke Street, Alexandria, Virginia
22314-3428

Air Curriery
Assistant General Counsel Tor Aviation Linforcement
and  Proceedings,  Department o Transportation,
400 Seventh Street, S.W., Washington, D.C, 20590,

Brokers and Dealers
Division ol Market Regulation, Securities and Exchange
Commission, Washington, D.C. 20549,
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Retailers, Consumer Finance Companies, Certain Other
Financial Institwtions, and all others not covered above
[‘ederal ‘Trade Commission,
Lifectronic Fund Transters, Washington, D.CL 20580,

Appendix C to Part 205 [ssuance of Stafl

[nterpretations
Official Staff Interpretations

Pursuant 1o section 915(d) ol the act, the Board has desig-

nated the director and other ofticials ol the Division of

Consumer and Community Aflairs as oflicials “duly autho-
rized” to issue, at theiwr diseretion, official stafl” interpreta-
tions of this part. Lxcept in unusual circumstances, such
interpretations will not be issued separately but will be
incorporated in an official commentary to this part, which
will be amended periodically,

Requests Jor Issuance of Official Staff Interpretations

A request for an official stafy interpretation shall be in
writing and addressed to the Director, Division of Con-
sunter and Community Aftairs, Board of Governors ol (he
Federal Reserve Sysiem, Washington, D.C. 20551, The
request shall contain @ complete statement of all relevant
Fucts concerning, the issue, including copics ol all pertinent
documents.

Scope of Interpretations

No stall interpretations will be issued approving linancial
institutions” forms or statements. ‘This restriction does not
apply to forms or statements whose use is required or
sanctioned by @ government agency.

FINAL RuLE AMENDMENT 1O REGUIATION T

The Board of Governors is amending 12 C.ER. Part 220,
ils Regulation T (Securities Credit Transactions), the regu-
lation that covers extensions ol credit by and to broker and
dealers. Major amendments inctude eliminating restrictions
on the ability of broker-dealers to arrange for credit; in-
creasing the type and number of domestic and foreign
seeurities that nmay be bought on margin und increasing the
loan value ol some securities that are already marginable;
defeting Board rules regarding options transactions m Favor
of the rules of the options exchanges; and reducing restric-
tions on transactions involving forcign persons, forcign
seeurities, and Toreign currency.

Eflective July [, 1996, 12 C.ER. Part 220 is amended as
follows:

Part 220—Credit by Brokers and Dealers
(Regulation T)

[, The authority citation for Part 220 continues to read as
follows:

Authority: 15 U.8.C. T8¢, 78g, 78N, 78, and 78w.

2. Sections 220.1 through 220.18 arc revised 1o read as
follows:

Section 220.1— -Authority, purpose, and scope.

() Awthority and purpose. Regulation T (this par) is
issucd by the Board of Governors of the Federal Reserve
System {the Board) pursuant to the Sccuritics Exchange
Act of 1934 (the Act) (15 U.S.C. 78 et seq.). Its principal
purpose is (o regulate extensions of credit by and to bro-
kers and dealers; it also covers related transactions within
the Board’s authority under the Act. It imposes, among,
other obligations, initial margin requirements and payment
rules on securitics transactions,

(by Scope. (1) This part provides a margin account and
cight special purpose accounts in which to record all
financial relations between a customer and a creditor,
Any transaction not specifically permitted in a special
accowt shalt be recorded in a margin account.

(2) This part docs not preclude any exchange, national
seeurities association, or creditor from imposing addi-
tional requirements or taking action for its own protec-
tion.

(3) This part does not apply to transactions between a
customer and a broker or dealer registered only under
section 15C of the Act.

Section 220.2— Definitions.

The terms used in this part have the meanings given them
in scetion 3(a) of the Act or as defined in this section.
Cash equivalent means seeurities issued or guaranteed by
the United States or its agencies, negotiuble bank certifi-
cates of deposit, bankers acceptances issucd by banking
institutions in the United States and payable in the United
States, or money market mutual funds,
Covered option transaction means:
(1) In the case of a short call, the underlying asset (or a
security immediately convertible into the underlying as-
set, without the payment of money) is held in or pur-
chased for the account on the same day, and the option
premium is held in the account until cash payment for
the underlying asset or convertible security is received;
or
(2) In the case of a short put, the creditor obtains cash in
an amount cqual to the exercise price or holds in the
account cash equivalents with a current market value at
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least equal 1o the exereise price and, except in the case
of money market mutual funds, with one year or less 1o
maturity; or
(3) In the case of a short put or short call, the creditor
vetifies that the appropriate escrow agreement will be
delivered o the creditor promptly and the option pre-
miun is held in the account until such delivery is made;
or
(4) Beginning June 1, 1997, any other transaction in-
volving options or warrants in which the customenr’s risk
is limited and all clements ol the transaction are subject
o contemporancous exereise if:
(1) The amount at risk is held in the account in cash,
cash equivalents, or via an escrow receipt; and
(i) 'The transaction is cligible for the cash account by
the rules ol the registered national sceuritics exchange
authorized 1o trade the option or warrant or by the
rules of the creditor’s examining authority in the case
of an unregistered option, provided that all such rules
have been approved or amended by the SEC.
Credit balance means the cash amount due the custonier in
a margin account after debiting amounts transferred to the
special memorandum account.
Creditor means any broker or dealer (as defined in sece-
tions 3(a)(4) and 3(a)(5) of the Act), any member of a
national securities exchange, or any person associated with
a broker or dealer (as defined in section 3(a)(18) of the
Act), exeept Tor business entitics controlling or under com-
mon control with the creditor.
Customer includes:
(1) Any person or persons acting jointly:
(1) To or for whom a creditor extends, arranges, or
maintaing any credit; or
(i) Who would be considered a customer ol the
creditor according to the ordinary usage ol the trade;
(2)y Any partier in a firm who would be considered a
customer of the firtn absent the partnership relationship;
and
(3) Any joint venture in which a creditor participates and

which would be considered a customer ol the creditor il

the creditor were not a participant.
Debit balance means the cash amount owed to the creditor
in a margin account alter debiting amounts transferred to
the special memorandum account.
Delivery against payment, Paviment against delivery, or a
C.0.D. transaction refers 10 an arrangenent under which a
creditor and a customer agree that the ereditor will deliver
Lo, or aceepl from, the customer, or the customer’s agent, a
security against full payment of the purchase price.
Fguity means the total current nuuwket value of security
positions held in the margin account plus any credit bal-
ance less the debit batance in the margin account,
Liscrow agreement means any agreentent issued in connec-
tion with a call or put option under which a bank or any
person designited as a control location under paragraph (¢)
of SEC Rule [5¢3 3 (17 CAR. 240.15¢3-3(¢)), holding
the underlying asset or required cash or cash cquivalents, is
obligated 1o deliver to the creditor (in the case of a call

option) or aceept from the creditor (in the case of a put
option) the underlying asset or required cash or cash equiv-
alent against payment ol the exercise price upon exercise
ol the call or put.
Ioxamining authority means:
(1) The national securitics exchange or national securi-
ties association of which a creditor is a member: or
(2) I a member of more than one self-regulatory organi-
zation, the organization designated by the SEC as the
exiunining authority for the creditor,
Fxemipred securities mitial fimd means any seeurity issued
by an investment company registered under section 8 of
the Investient Company Act ol 1940 (15 U.S.C. 80a-8),
provided the company has at least U5 percent ol its assels
continuously invested in exempted securities (as delined in
section 3(a)(12) of the Act).
Foreign margin stock means a foreign sceurity that is an
cquity security and that appears on the Board’s periodi-
cally published List of Forcign Margin Stocks.
LForeign person means a person other than a United States
person as defined in section 7(f) of the Act.
Foreign security means o security issued in a jurisdiction
other than the United States,
Good fuith margin means the amount of margin which a
creditor, exercising sound credit judgment, would custom-
arily require for a specified security position and which is
established without regard to the customer’s other assets or
securitics positions held in connection with unrelated trans-
actions,
{1 or at the money means, until June 1, 1997, the current
market price ol the underlying security is not more than
one standard exercise interval below (with respect 1o a call
option) or above (with respeet to a put option) the exercise
price of the option.
In the money means the current market price of the under
lying asset or index is not below (with respect o a call
option) or above (with respeet Lo a put option) the exercise
price of the option.
Muargin call means a demand by a creditor to a customer
for a deposit ol additional cash or securities to eliminate or
reduce a margin deficiencey as required under this part.
Margin deficiency means the amount by which the required
margin exceeds the equity in the margin account.
Muargin excess means the amount by which the equity in
the margin account exceeds the required margin, When the
margin excess is represented by securities, the current
value of the securities is subject 1o the percentages set forth
in section 22018 (the Supplement).
Muargin security means:
(1) Any registered seeurity;
(2) Any OTC margin stock;
(3) Any OTC margiu bond;
(4) Any O1C sceurity designated as qualified for trading
itt the National Market System under a designation plan
approved by the Securitics and Exchange Commission
(NMS sccurity);
(5) Any sccurity issued by cither an open-cnd invest-
ment company or unit investment trust which is regis-
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tered under section 8 of the Investment Company Act of
1940 (15 1L.S.C. 80a-8);
(6) Any lorcign margin stock; or
(7) Any debt seeurity convertible into @ margin security.
Money market mutnal fund means any seeurity issued by
an investment company registered under section 8 of the
Investment Company Act of 1940 (15 U.S.C. 80a-8) that is
considered a money market fund under SEC Rule 2a-7
(17 C.ER. 270.20-7).
Nonexempted seenrity means any scecurity other than an
exempted seeurity (as defined i section 3(a)(12) of the
Act).
Nonmember bank means a bank that is not a member of the
Federal Reserve System,
Non-U.5. traded foreign security means a foreign security
that is neither a registered security nor one listed on
NASDAQ.
OTC marein bond means:
(1) A debt security not traded on a national sceurities
exchange which meets all of the following requirements:
(1) At the time of the original issue, a principal amount
of not {ess than $25,000,000 of the issuc was outstand-
ing;
(i) The issue was registered under section 5 of the
Securities Act of 1933 (15 U.S.C. 77¢) and the issuer
cither files periodic reports pursuant to section §3(a)
or 15(d) of the Act or is an insurance company
which meets all ol the conditions specified in sce-
tion 12(2)(2)G) of the Act: and
(1i1) At the time of the extension of credit, the creditor
has a reasonable basis lor believing that the issuer is
ot in defaull on terest or principal paymenls; or
(2) A private pass-through security (not guaranteed by
an agency of the LS, government) meeting all of the
following requirements:
(i) An aggregate principal amount of not less than
$25,000,000 (which may be issued in series) was
issucd pursuant to a registration statement filed with
the SEC under section 5 of the Sceurities Act of 1933
(15 US.C.T7e);
(ii) Current reports relating to the issue have been
filed with the SEC; and
(i) At the time ol the credit extension, the creditor
has a reasonable basis lor believing that mortgage
interest, principal payments and other distributions
are being passed through as required and that the
servicing agent is meeting its material obligations
under the terms ol the offering; or
(3) A mortgage related seeurity as defined in see-
tion 3(a)(41) ot the Act; or
(4) A debl security issued or guaranteed as a general
obligation by the government of a forcign country, its
provinces, states, or cities, or a supranational entity, if at
the time of the extension ol credit one ol the folfowing is
rated in one ol the two highest rating categorics by a
nationally recognized statistical rating organization:
(1) The issue;

(i) The issucr or guarantor (implicitly); or
(i1i) Other outstanding unsccured long-term debt seeu-
rities issued or guaranteed by the government or en-
lity; or
(5) A foreign sceurity that is a nonconvertible debt
seeurity that meets all of the following requireinents:
(i) At the time of original issue, a principal amount of
at least $100,000,000 was outstanding;
(i1) At the time of the extension ol credit, the creditor
has a reasonable basis for believing that the issuer is
not in default on iaterest or prineipal payments; and
(iii) At the time of the extension of credit, the issue is
rated in one of the two highest rating categories by a
nationally recognized  statistical  rating  organiza-
tion; or
(6) Any nonconvertible debt sccurity that meets all of
the following requirements:
(1) At the time of the extension of credit, the creditor
has a rcasonable basis for believing that the issuer is
not in default on interest or principal paynients; and
(1) At the time of 1the extension of credit, the issue is
rated in one of the four highest rating categories by a
nationally recognized statistical rating organization.
OTC margin stock means any cquity seeurity traded over-
the-counter that the Board has determined has the degree
ol national investor interest, the depth and breadth of
market, the availability of information respecting the secu-
rity and its issuer, and the character and permanence of the
issuer to warrant being treated like an cquity sccurity
traded on a national sccuritics exchange. An OTC stock is
not considered to be an OTC margin stock unless it appears
on the Board’s pertodically published list ol OTC margin
stocks.
Overlying option means:
(h A put option purchased or a call option written
against a long position in an underlying assct in the
specialist record in section 220.12(b); or
(2) A call option purchased or a pul option wrillen
against a short position in an wunderlying asset in the
specialist record in section 220.12(b).
Payment period means the number of business days in the
standard sceuritics settlement cycle in the United States, as
defined in paragraph (a) ol SEC Rule 15¢0 -1 (17 C.HR.
240.15¢6-1(a)), plus two business days.
Permitted offset position means, in the case ol an option in
which a specialist makes a market, a position in the under-
lying asset or other related asscts, and in the casc of other
securities in which a specialist makes @ market, a position
in options overlying the securities in which a specialist
makes a market, provided the positions gualify as permit-
ted offsets under the rules of the national sccuritics ex-
change with which the specialist is registered, and further
provided all such rules have been approved or amended by
the SEC. Until June 1, 1997, permitted oflsets are deter-
mined by reference to section 220.12(b)(0).
Purpose credit means credit for the purpose of:
(1) Buying, carrying, or trading in securitics; or



(2) Buying or carrying any part of an investment con-
tract sceurity which shall be deemed credit for the pur-
pose ol buying or carrying the entire security.
Registered security means any seeurity that:
(1) Is registered on a national securitics exchange; or
(2) Has unlisted trading privileges on a national securi-
tics exchange.
Short call or short put imcans a call option or a put option
that is issued, endorsed, or guaranteed in or for an account.
(1) A short call that is not cash-settled obligates the
customer to sell the underlying asset at the exercise price
upon receipt of a valid exercise notice or as otherwise
required by the option contract.
(2y A short put that is not cash-scttled obligates the
customer to purchase the underlying asset at the exercise
price upon receipt of a valid exercise notice or as other-
wise required by the option contract.
(3) A short call or a short put that is cash-scttled obli-
gales the customer to pay the holder of ant in the money
long put or long call who has, or has been deemed to
have, excreised the option the cash difference between
the exercise price and the current assigned value of the
option as establishied by the option contract.
Specialist joint acconnt means an account which, by writ-
ten agreement, provides tor the commingling ol the secu-
rity positions of the participants and a sharing ol profits
and losses from the account on some predetermined ratio.
Underlying asset mmcans:
(1) The securily or othier asset that will be delivered
upon exercise ol an option; or
(2) In the case ol a cash-settled option, the sceuritics or
other assets which comprise the index or other measure
from which the option’s value is derived.

Section 220.3  General provisions,

(a) Records. 'The creditor shall maintain a record for cach
account showing the full detaits of all transactions.
(b)Y Separation of acconnts. lixcept as provided for in the
margin account and the special memorandum account, the
requirements of an account may not be met by considering,
items inany other account. 1 withdrawals ol cash or
securities are permitted under the regulation, writlen en-
tries shall be made when cash or securities are used for
purposes ol mecting requircments i another accout.
(¢) Maintenance of credit. Bxceept as prohibited by this
part, any credit initially extended in compliance with this
part may be maintained repardless ol
(1) Reductions in the customer’s equity resulting from
changes in market prices;
(2) Any security in an account ceasing to be margin or
exempted; or
(3) Any change in the margin requirements prescribed
under this part,
(d) Guarantee of accounts. No guarantee ol a customer’s
account shatl be given any clleet for purposes of this part.
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() Receipt of funds or securities.

(1) A creditor, acting in good laith, may accept as
immediate payment:

() Cash or any check, draft, or order payable on

presentation; or

(ii) Any sceurity with sight draft attached.
(2) A creditor may treat a security, check or draft as
received upon written notification from another creditor
that the specified security, check. or draft has been
sent.
(3) Upon notification that a check, draft, or order has
been dishonored or when securities have not been re-
ceived within a reasonable time, the creditor shall take
the action required by this part when payment or sccuri-
tics are not received on time.
(4) "To temporarily finunce a customer’s receipt ol secu-
rities pursuant to an cmployee benefit plan registered on
SEC Form S-8 or the withholding taxes for an employee
stock award plan, a creditor may aceept, in licu of the
securities, a properly exccuted exercise notice, where
applicable, and insteuctions to the issuer to deliver the
stock to the creditor. Prior to acceptance, the creditor
must verily that the issuer will deliver the securitics
promptly and the customer must designate the accouint
into which the securities are to be deposited.

(0 Fxchange of securities (1) To cnable a customer to

participate in an olfer (o exchange securities which is
made to all holders of an issuc of scecurities, a crediton
may submit for exchange any securities held in a margin
account, without regard to the other provisions of this
part, provided the consideration received is depostted
into the account.
(2) Il a nonmargin, nonexcempted security is acquired in
exchange for a margin security, ils retention, with-
drawal, or sale within 60 days following its acquisition
shall be treated as il the security 1s @ margin security.

(g) Valuing securities. 'The current market vadue of a secu-

rity shall be determined as follows:

(1) Throughout the day of the purchase or sale of a
security, the creditor shall use the security’s total cost off
purchase or the net proceeds ol its sale including any
commissions charged.

(2y At any other time, the creditor shall use the closing,
sale price of the security on the preceding business day,
as shown by any regularly published reporting or quota-
tion service. [ there is no closing price, the creditor nmay
use any reasonable estimate of the market value of the
security as of the close of business on the preceding,
business day.

(W) {nnocent mistakes. IF any failure to comply with this

part results from a nistake made in good faith in exeeuting

a transaction or calculating the amount o margin, the

creditor shall not be deemed i violation of this part if,

promptly alter the discovery of the mistake, the creditor
takes uppropriate corrective action,

(i) Loreign currency. reely convertible foreign currency

may be treated at its US. dollar equivalent, provided the

currency is marked-to-market daity.
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Scction 220,44 Margin account,

() Margin transactions (1) All transactions not specifi-

cally authorized tor inclusion in another account shall be
recorded inthe margin account.
(2) A creditor may establish separate niargin accounts
lor the same person to:
(1) Clear transactions for other creditors where the
transactions are introduced to the clearing creditor by
separate creditors; or
(i) Clear transactions through other creditors il the
transactions are cleared by separate creditors; or
(iti) Provide one or more accounts over which the
creditor or a third party investment adviser has invest-
ment diseretion,

(0) Required margin . (1Y Applicability. The required mar-

ain for cach long or short position in securities s set
forth in section 220,18 (the Supplementy and is subject
o the following exceptions and special provisions.

(2) Short sale against the box, A short sale “against the

box™ shall be treated as a long sale for the purpose ol

computing the equity and the required margin,

(3 When-issued securities. The required margin on a net

long or net short commitment in 4 when-issued security

is the margin that would be required if the security were
an issucd margin security, plus any unrealized loss on
the conunitmient or less any unrealized pain.

(4) Stock uxed ay cover. (1) When a short position held in
the account serves in licu ol the required margin for a
short put, the amount preseribed by paragraph (b)(1)
ol this section as the amount 1o be added to the
required margin in respect ol short sales shall be
increased by any unrealized loss on the position.

(i) When a security held in the account serves in lieu
ol the required margin for a short call, the security

shall be valued at no greater than the exercise price off

the short call.

(5) Accounts of partners. I a partner of the creditor has
a margin account with the creditor, the creditor shall
disregard the partner’s financial relations with the firm
(as shown in the partnec’s capital and ordinary drawing,
accounts) in caleulating the margin or cquity of the
partner’s margin account.
(0) Contribution (o joint venture. 11 a margin account is
the account ol a joint venlure in whicl the creditor
participates. any interest ol the creditor in the joint
account in excess ol the interest which the creditor
would have on the basis of 1ts right to share in the profits
shall be treated as an extension ol credit to the joint
account and shall be margined as such,

(7) Transfer of aceonnts. (1) A margin account that is
transferred from one creditor to another may be
treated as 1l it had been maintained by the transferee
from the date of its origin, if the transleree aceepts, in

good faith, a signed statement ol the transferor (or, if

that is not practicable, of the customer), that any
margin call issued under this part has been sutisfied.

(it) A margin account that is transterred tfrom onc
custonmer o another as part ol a transaction, not under-
taken to avoid the requirements ol this part, may be
treated as il it had been maintained lor the transferee
from the date ol its origin, il the creditor aceepts in
good faith and kheeps with the transferee account a
signed statement of the transferor describing the cir-
cumstances for the transler.
(8) Credit denominated in foreign currency. A creditor
may extend credit denominated in any freely convertible
forcign currency.
(9) Options. The following provisions arc it foree until
June [, 1997,
(1) Muargin or cover for options on exempted debt
securities, certificates of deposit, stock indices, or
securitios exchange traded options on foreign curren-
cies. The required margin for cach transaction involv-
ing any short put or short catl on an exempted debt
securily, certificate of deposil, stock mdex, or foreign
currency (i the option is traded on a securitics ex-
change), shall be the amount or position in lico of
margin set Torth in section 220,18 (the Supplement).
(i1) Margin for options on equity securities. 'The re-
quired marpin for cach transaction involving any short
put or short call on an cquity sceurity shall be the
amount set forth in section 220,18 (the Supplement).
(1) Cover or positions in liet of margin. No margin is
required for an option written on an cquity securily
position when the account holds any ol the following:
(A) The underlying asset in the case ol a short call,
or a short position in the underlying asset in the
cause ol w short put;
(BB) Sccwrities immediately convertible into or ex-
changeable Tor the underlying asset without the
payment of money in the case of a short call, il the
right to convert or exchange does not expire on ot
before the expiration date of the short call;
(CY An escrow agreement Tor the anderlying secu
rity or loreign exchange (in the case ol a short call)
or cash (in the case of a short put);
(DY A long call on the same number of shares of the
sanie undertying asset il the ong call does not
expire belore the expiration date ol the short call,
and il the amount (if any), by which the exercise
price of the long call exceeds the exercise price of
the short call is deposited in the account;
(E) A long put on the same number of shares of the
satie underlying asset il the fong put does not
expire before the expiration date of the shott put,
and it the amount (il any), by which the exercise
price of the short put exceeds the exercise price of
the long put is deposited in the account;
(9 A warrant to purchase the underlying asset, in
the case of a short call, it the warrant does not
expire on or hefore the expiration date of the short
call, and i the amount (if any), by which the
exercise price of the short call is deposited in the
account. A warrant used i licu of the required
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margin under s provision shall contribute no

cquity to the account.
(iv) Straddles. Whien both a short put and a short call
are in a margin account on the same number ol shares
ol the same underlying security, the required margin
shall be the margin on either the short put of the short
call, whichever is preater, phus any wrealized loss on
the other option.
(v) Loxelusive designation. The customer may desig-
nate al the time the option order is entered which
sceurity position held in the account is to serve in licu
of the required margin, il such service is oflered by
the creditor; or the customer may have a standing
agreenmient with the creditor as to the method to be
used for determining on any given day which security
position witl be used in licw of the margin 1o support
anoption transaction. Any security held in the ac-
count which serves in hieu of the required margin for a
short put or a short call shalt be unavaitable 1o support
any other option transaction in the account.

(¢) When additional margin ix required (1Y Compuiing
deficiency. All transactions on the same day shall be
combined to determine whether additional margin is
required by the creditor, Fot the purpose of computing,
cquity in an account, secarity positions are established
or climinated and a credit or debit created on the trade
date of a sccurity transaction, Additional margin is re-
quired on any day when the day’s transactions create or
increase a margin deficiency i the account and shall be
for the amount of the margin deficieney so created or
increased,

(2) Satisfuction of deprciency. The additional required

margin may be satisticd by o transfer from the special

memorandum account or by i deposit of cash, margin
securities, exempted securities, or any  combination
thereol.

(3) Time limits, (1) A margin call shall be satistied within

one payment period after the margin deficiency was
created or increased.
(iiy ‘The payment pertod may be extended tor one or
more limited periods upon application by the creditor
Lo its examining authority unless the examining au
thority believes that the ereditor is not acting in good
faith or that the creditor has not sufliciently deter
mined that exceptional circumstances warrant such
action. Applications shall be filed and acted upon
prior to the end of the payment period or the expira
tion of any subscquent extension.

(4) Satisfuction restriction. Any transaclion, position, or

deposit that is used to satisly one requirenient under this

part shall be unavailable (o satisly any othier requirement,

(dy Liquidation in lici of deposit. 11 any nargin call is not
met in full within the required time, the creditor shall
liquidate securitics suflicient to meet the margin call or to
climinate any margin deficieney existing, ou the day suclhy
liquidation is required, whichever is fess. T the margin
deficiency created or increased is $1000 or less, no action
need be taken by the creditor,

(¢} Withdrawals of cash or securities. (1) Cash or securitics
may be withdrawn from an account, exceptil:
(i) Additional cash or sceuritics are required to be
deposited into the account for a (ransaction on the
sime or a previous day; or
(i1) ‘The withdrawal, together with othier transactions,
deposits, and withdrawals o the saime day, would
create or increase a margin deliciency.
(2y Margin excess may be withdrawn or may be frans-
lerred 1o the  special memorandum  account  (see
tion 220.5) by making a single entry 1o that account
which will represent a debit to the margin account and a
credit to the spectal memorandum account.
(3) I a creditor does nol recetve a distribution of cash or
sceuritics which is payable witlt tespect (o any seeurity
in & margin accoumt on the day it is payable and with
drawal would not be permitted under paragraph (¢) ol
this section, a withdrawal transaction shall be decimed 10
have occurred on the day the distribution is payable.

(0 Interest, service charges, cre. (1) Without regard to the
other provisions ol this section, the creditor, i its usual
praclice, may debit the Tollowing items to a margin
account il they are considered in calenlating the balance
of such account:

(i) Interest charged ot credit maintained in the margin
acceount;
(i) Premiums on sccurities borrowed in connection
with short siles or to ellect delivery;
(i) Dividends, interest, or other distributions due on
botrowed securities;
(iv) Communication or shipping charges with respect
to transactions in the margin account; and
(v) Any other service charges which the creditor may
HIPOSC.
(2) A creditor may permit interest, dividends, or other
distributions credited to a margin account to be witle
drawn from the account if:
(1) The withdrawal does not ereate or crease a
margin deficieney in the account; or
(i) The current market value ol any securities with-
drawn does not exceed 10 percent ol the current
market value ol the sccurity with respect to which
they were distributed.

Scction 220.5  Special memorandum account,

(a) A special memorandum account (SMA) may be main-

tained 1o conjunction with a margin account. A single entry

amount may be used to represent both a credit to the SMA
and a debit (o the margin account. A transfer between the
two accounts may be eltected by an increase or reduction
in the entry, When computing 1he cquily in a margin

account, the single entry amount shall be considered as a

debit in the margin account. A payment to the custonser ot

au the custamer’s bebll o a transfer 1o any o the custom
er’s olher accounts Irom the SMA reduces the single entry
amount.,

() The SMA may contain the following entries:
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(1) Dividend and interest payments;

(2) Cash not required by this part, including cash depos-
ited to meet a maintenance margin call or to meet any
requirenicnt of a sel-regutatary organization that is not
imposed by this part;

(3) Proceeds of a sale of securitics or cash no longer
required on any cxpired or liguidated sceurity position
that may be withdrawn under section 220.4(¢); and

(4) Margin excess transferred from the margin account
under section 220.4(¢)(2).

Section 220.6  -Government seeuritics account.

In a government seeurities account, a creditor may eftect
and finance transactions involving government securities,

provided the transaction is not prohibited by section [5C of

the Act or any rule thereunder.
Section 220.7- Arbitrage account.

In an arbitrage account a creditor may cffect and finance
for any custonier bona fide arbitrage transactions. For the
purpose of this scction, the term “boana fide arbitrage™
Meins:

() A purchasce or sale ol a security in one market together
with an offsetting sale or purchase of the same security in a
different matket at as ncarly the same time as practicable
for the purpose of taking advantage of a dilference in prices
in the two markets; or

(by A purchase of a sceurity which is, without restriction
other then the puyment ol money, exchangeable or convert-
ible within 90 calendar days of the purchase into a sccond
seeurity together with an olfsetting sale of the second

seeurity at or about the same time, for the purpose of
taking advantage of a concurrent disparity in the prices of

the two securitics.
Section 220.8 - Cash account.

(a) Permissible transactions. In a cash account, a creditor,
may:
(1) Buy for or sell to any customer any security or other
asset if:
(1) There are sufbicient funds in the account; or
(i) The creditor aceepts in good taith the customer’s
agreement that the customer will promptly make full
cash payment tor thie security or asset before selling it
and does not contemplate selling it prior to making
such payment;
(2) Buy from or scll for any customer any sccurity or
other asset if:
(i) The security is hield m the account: or
(i1) The creditor aceepts in good taith the custoner’s
statenment that the security is owned by the customer
or the customer’s principal, and that it will be
promptly deposited i the account,
(3) Issue, endorse, or guarantee, or sell an option for any
customer as part of a covered option transaction; and

(4) Use an escrow agreement in licu ol the cash, cash

equivalents or undetlying asset position it
(i) In the case of a short call or a short puat, the creditor
1s advised by the customer that the required securities,
assets or cash are held by a person authorized to issue
an escrow agreement and the creditor independently
verifies that the appropriate escrow agreement will be
delivered by the person promptly; or
(i) In the case of a call issucd, endorsed, guaranteed,
or sold on the same day the underlying asset is pur-
chased in the account and the underlying asset is 1o be
delivered to a person authorized 1o issue an escrow
agreement, the creditor verilies that the appropriate
escrow agreement will be delivered by the person
promiptly.

(b) Time periods Jor payment; cancellation or liquidation,
(B Fudl cash payment. A creditor shall obtain full cash
payment for customer purchasces - -

(1) Within one payment period of the date:
(A) Any nonexempted security was purchased;
(B) Any when-issued sceurity was made available
by the issuer for delivery to purchasers;
() Any “when distributed™ security was distrib-
uted under a published plan;
(D) A security owned by the customer has matured
or has been redecimed and a new refunding security
ol the same issuer has been purchased by the cus-
tomer, provided:
(/) The customer purchased the new security no
more than 35 calendar days prior to the date of
maturity or redemption of the old security;
(2) The customer is entitled 1o the proceeds of
the redemiption; and
{3) The delayed payment does not exceed 103
percent of the proceeds of the old security.
(ii) In the case of the purchase of a lorcign sccurity,
within one payment period of the trade date or within
one day after the date on which scttlement is required
to occur by the rules of the forcign securitics market,
provided this period does not exceed the maximum
time permitted by this part for delivery against pay-
menl transachions.
(2) Delivery against payment. 11 a creditor purchases for
or sells (o a customer a security in a delivery against
payment transaction, the creditor shall have up to 35
calendar days to obtain payment il delivery ol the sceu-
rity is delayed due to the mechanics ol the transaction
and is not related to the customer’s willingness or ability
{o pay.
(3) Shipment of securities, extension. If any shipment ol
securities is incidental to consummation of a transaction,
a creditor may extend the payment period by the number
ol days required for shipment, but not by more than one
additional payment period.
(4) Cancellation; liquidation,; minimum amount. A cred-
itor shall promptly cancel or otherwise liquidate a trans-
action or any part of a transaction for which the cus-
tomer has not made full cash payment within the



required time. A creditor may, at its option, disregard
any sum due from the customer not exceeding $1000).
() 90 duy freeze (1) If a nonexempted security in the
account is sold or delivered to another broker or dealer
without having been previously paid for in full by the
custonier, the privilege of delaying payment beyond the
trade date shall be withdrawn for 90 calendar days

following the date of sale of the sccurity. Cancellation of

the transaction other than to correct an error shall consti-
tute a sale.
(2) The 90 day [reeze shall not apply il

(i) Within the period specified in paragraph (b)(1) of

this scction, full payment is received or any check or
draft in payment has cleared and the proceeds from
the sale are not withdrawn prior to such payment or
cheek clearance; or

(ii) the purchased security was delivered 1o another
broker or dealer Tor deposit in a cash account which
holds suflicient funds to pay lor the security. The
creditor may rely on a written statement accepted in
good faith from the other broker or dealer that sulli-
cient funds are held in the other cash account.

(d) Lixtension of time periods; transfers. (1) Unless the
creditor’s examining authority believes that the creditor
is not acting in good faith or that the creditor has not
sufliciently determined that exceptional circumstances
warrant such action, it may upon application by the
creditor:

(i) Extend any period specilied in paragraph (by of this
section;
(it) Authorize transler to another account of any trans-
action involving the purchase of o margin or cx-
cinpted seeurity; or
(iit) Grant a waiver from the 90 day freere.
(2) Applications shall be filed and acted upon prior to
the end of the payment period, or in the case ol the
purchase of a forcign scecurity within the period specified
in paragraph (b)(D(ii) of this section, or the expiration
of uny subscquent extension.

Scetion 220.9— Nonsceurities credit and employee
stock owtership account.

() In a nonsecurities credit account a creditor may:
(D) Liffect and carry transactions in commoditics;
(2) Eflect and carry transactions in foreign exchange;
(3) Bxtend and maintain secured or unsecured nonpur-
pose credit, subject to the requirements of paragraph (b)
ol this section; and
(4) Extend and maintain credit 1o employee stock owner-
ship plans without regard 1o the other sections ol this
part.
(b) Every extension ol credit, except as provided in para-
eraphs (a)(1) and (a)(2) ol this section, shall be deemed to
be purpose credit unless, prior to extending the credit, the
creditor aceepts in gouod faith from the customer a written
statement that it is not purpose credit. The statement shall
conform to the requirenmients establishied by the Board. To
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accept the customier’s statenient in good faith, the creditor
shall be aware ol the circumstances surrounding, the exten-
sion ol credit and shall be satistied that the statement is
truthlul.

Scction 220.10- Omnibus account.

(2) In an omuibus account, a creditor may citect and
{inance transactions for a broker or dealer who is registered
with the SEC under section 15 of the Act and who gives
the creditor written notice that:
(1) All securities will be for the account of customers ol
the broker or dealer; and
(2) Any short sales effected will be short sales made on
behalt of the custonicrs of the broker or dealer other than
partners.
(b) The written notice required by paragraph (a) of this
section shall conform to any SEC rule on the hypotheca-
tion of customers’ securitics by brokers or dealers.

Scction 220. 1 I-—Broker-dealer credit account.

() Permissible transactions. In a broker-dealer credit ac-
count, a creditor may:
(1) Purchase any sccurity from or sell any sccurity to
another creditor or person regulated by a foreign securi-
tics authority under a good faith agreement to promptly
deliver the security against {ull payment of the purchase
price.
(2) Lffect or finance transactions of any ol its owners if
the creditor is a clearing and servicing broker or dealer
owned jointly or individually by other creditors.
(3) Extend and maintain credit o any partner or stock-
holder of the ereditor for the purpose of making a capital
contribution 1o, or purchasing stock of, the creditor,
affiliated corporation or another creditor,
(4) Extend and maintain, with the approval of the appro-
priate examining authority:
(1) Credit to meet the emergencey needs ol any credi-
tor; or
(i1) Subordinated credit to another creditor for capital
purposcs, if the other creditor:
(A) Is an afliliated corporation or would not bhe
considered a customer of the lender apart from the
subordinated low; or
(13) Will not use the proceeds of the loan o increase
the amount ol dealing in securities Tor the account
ol the creditor, its {itm or corporation or an affili-
ated corporation.
(5) Effect transactions for a customer as part of a “prime
broker” arrangement it conformity with SEC guide-
lines.
(b) Affiliated corporations. Tor purposes of paragraphs
(@)(3) and (a)(4) of this section “alfiliated corporation”
means a corporation all the common stock of which is
owned directly or indirectly by the Hirm or general partners
and employees of the firm, or by the corporation or holders
of the controlling stock and employcees of the corporation
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and the afliliation has been approved by the creditor’s
examining authority.

Section 220.12— Market functions account,

(a) Requirements. In a market functions account, a creditor
may cffect or finance the transactions ol market partici-
pants in accordance with the following provisions, A sepa-
rate record shatl be kept for the transactions specilied for

cach category described in paragraphs (b) through (¢) of

this section. Any position in a separate record shall not be

used to meet the requirements of any other category.

(by Specialists (V) Applicability. A creditor may clear or
finance specialist transactions and permitied oftset posi-
tions for any specialist, or any specialist joint account, in
which all participants, or all participants other than the
creditor, are registered as specialists on a national securi-

tics exchange that requires regular ceports on the use of

specialist eredit from the registered specialists,
(2) Required margin. The required margin for a special-
ist’s transactions shall be:
(1) Good faith margin for:
(A) Any long or short position 1y a sccurity in
which the specialist mahes a market:
(B) Any wholly owned margin security or ex-
cmpted security; or
(Cy Any permitied ofl'set position.
(iiy The margin prescribed by section 220018 (the
Supplement) when a sceurity purchased or sold short

in the account does not qualify as a specialist or

permitted oflset position,

(3) Additional margin, restriction on frec-riding.”
(1) Except as required by paragraph (b)(4) of this
section, the creditor shall tssue a margin call on any

day when additional margin is required as a result of

specialist transactions, The creditor may allow the
specialist @ maximunn of one payment period to sat-
isty o margin call.
(i) M a specialist Tails to satisty o margin call within
the period specified in paragraph (b)(3) ol this section
(und the creditor is required to liquidate securities to
satisfy the call), the creditor shall be prohibited for a
15 cadendar day period from extending any further
credit 1o the specialist to finance ransactions in non-
specialty securities.
(i) The restriction on “free-riding™ shall not apply
to:
(A) Any specialist on a national securitics exchange
that has an SEC-approved rule on “free-riding”™ by
specialists; or
(B) The ucquisition or hquidation of a permitted
oll'set position.
(4) Deficit status. On any day when a specialist’s sepa-
rate record would liguidate to a deficit, the creditor shall
not extend any further specialist credit in the account
and shall issue a margin call at least as large as the

deficit. It the call is not met by noon ol the following
business day, the creditor shall fiquidate positions in the
specialist’s account.
(5) Withdrawals. Withdrawals may be permitted o the
extent that the equity exceeds the margin requirements
specilied in paragraph (b)(2) of this section.
(6) Permitted offser positions, Until June 1, 1997, a
specialist in options may establish, on a share-for-share
basis, a long or short position in the securities underly-
ing the options in which the specialist makes a market,
and o specialist in seeurities other than options may
purchase or write options overlying the securitics in
which the specialist makes a market, i the account holds
the following permitted offset positions:
(i) A short option position which is “in or at the
money” and is not oflsct by a long or short option
position for an cqual or greater number of shares ol
the same underlying sccurity which is “in the mon-
ey’
(i) A long option position which is “in or at the
money” and is not offset by a long or short option
position for an equal or greater number of shares of
the same underlying sccurity which is “in the
money’;
(1) A short option position against which an exercise
notice was tendered;
(1v) A long option position which was excercised,
(v) A net long position in a sccurity (other than an
option} in which the specialist makes a market; or
(vi) A net short position in a security (other than an
option) in which the specialist makes a market.

() Underwriters and distributors. A creditor may clliect or

finance for any dealer or group of dealers transactions for

the purpose of facilitating the underwriting or distribution
of all or a part of an issue of securitics with a good laith
nuargin,

() OTC marketmakers and third marketmakers. (1) A
creditor may clear or finance with a pood laith margin,
marketmaking transactions for a creditor who is a regis-
tered NASDAQ marketmaker or a qualified third market-
maker as delined in SEC Rule 3b-8 (17 CR. 240.3h-8).
(2) If the credit extended 1o a marketmaker ceases 10 be
for the purpose of marketmaking, or the dealer ceases to
be a marketmaker for an issue ol securities for which
credit was extended, the credit shall be subject to the
margin specitied in section 22018 (the Supplement).

(¢) Odd-lot dealers. A creditor may clear and finance

odd-lot transactions for any creditor who is registered as an

odd-lot dealer on a national sccuritics exchange with a

good faith margin.

Scction 220.13- -Arranging for loans by others.

A creditor may arrange for the extension or maintenance of
credit to or for any customer by any person, provided the
creditor does not willfully arrange credit that violates
parts 207, 224, or 224 of this chapter.



Legal Developments 547

Scction 220. 14
and lutures.

Clearance of securities, options,

(a) Credit for clearance of securities. "The provisions of
this part shall notapply (o the extension or maintenance of

any credit that is not for more than one day it it is
wicidental to the clearance ol transactions in securities
directly between members of a4 national securities ex-
change or association or through any clearing agency regis-
lered with the SEC.

(0 Depasit of securities with a clearing agesiey. The

provisions ol this part shall not apply o the deposit of

securities with an options or futures clearing agency for the
purpose ol meeting the deposit requirements of the agency
il
(1) The clearing agencey:
(1) Issues, guarantees perlormance on, or clears trans-
actions in, any sccurity (including, options on any
seeurity, certificate of deposit, securitics index or lor-
cign currency); or
(i) Guarantees performiance of contracts for the pur-
chase or sale of a commodity tor future detivery or
aptions on such contracts:
(2) 'Fhe clearing, apency is registeted with the Seceurities
and Fixchange Commission or is the clearing apgency lor
a contract market regulated by the Commodity Futures
Trading Commission; and
(3) The deposit consists ol any wargin seeurity and
complies with the vules of the cleartng, agency that have
been approved by the Securities and Exchange Commis-
sion or the Cominodity Futures Trading. Commission.
Scetion 220,15 Borrowing by creditors,
() Restrictions on borrowing. A creditor may not borrow
in the ordinary course ol business as a broker or dealer
using us collateral any registered nonexempted scecurity,
exeepls
(1) From or through a mcember bank ol the Tederal
Reserve Systen; or
(2) From any nonmember bank that has filed with the
Board an agreciment as preseribed i paragraph () ol
this section, which agrecment is still in effect; or
() Frony another creditor if the loan is permissible under
this part.
(bY Agreements of nonviember banks.
(1Y A nonmember bank shadl file an agrecment that
conforms to the requirements of section 8(a) of the Act
(See Form FRT-1, 10 2).
(2) Any nonmember bank may terminale its agreemertt
il it obtains the wiitten consent ol the Board.

Scction 220,160 Borrowing and lending sccuritics.

(1) Without repard 1o the other provisions of this part, a

creditor may borrow or lend securities Tor the purpose ol

making delivery of the securities in the case of short sales,
lailure to receive securities required to be delivered, or

other similar situations. Fach borrowing shall be sceured
by a deposit of one or more of (he following: cash, cash
cquivalents, Toretgn sovercign nonconvertible debt securi-
tics that are margin securities, collateral acceptable Tor
borrowings ol securities pursuant to SEC Ruofe 15¢3 3
(17 C.ER, 240.15¢3 3), or irrevocable letters of credit
issucd by a bank insurcd by the Federal Deposit Insurance
Corporation or a foreipn bank that has filed an agreement
with the Board on Form IR "IN 1, 172, Such deposit made
with the lender of the seewities shall have at all times a
value at least equad 1o 100 percent of the market value ol
the securities boriowed, computed as ol the close of the
preceding business day. 11 a creditor reasonably anticipales
a short sale, such borrowing may be made up (o one
standard settfement eycle madvance ol trade dale.

(b) A creditor may lend non-ULS, traded Torcipn secuoritics
to o forcign parson (or bonow such securities for the
purpose ol relending them o o foreign person) {or any
purpose lawful in the country in which they are (o be used.
Lach borrowing shall be sccured with collateral having at
all times a value al least cqual to 100 percent ol the market
vilue of the securities borrowed. computed as ol the close
of the preceding business day.

Scction 220,17 - Requiremients (or the list of
marginable OTC stocks and the list of Torcign
nmargin stocks,

() Requivements for inclusion on the list of marginable
OTC stocks. Lixeepl as provided in paragraph (1) ol this
seetion, OTC margin stock shall meet the following e
quircments:
(1) Four or more dealers stand willing to, and do in Tact,
make a market in such stock and regularly submit bona
fide bids and offers o an automated guotations system
for their own accounts;
(2) The minimum average bid price ol such stock, as
determined by the Board, is al least S5 per share:
(3) The stock is registered under section 12 of the Act, 1s
issued by an insurance company subject 1o section
12(2)(2)G) of the Act, is issued by a closed-end invest
nient manageiment company subject to registration pur
stnt (o section 8 ol the Investment Company Act ol
1940 (15 US.CL 80a-8). is an American Deposilory Re
ceipt (ADR) of o Torcign issuer whose securitics are
registered under section 12 of the Act, oris a stock ol an
issuer required 1o file reports under section 15(d) of the
Act;
(4) Daily quotations lor botl bid and asked prices for the
stock are continuously avatlable 1o the general public;
(5) 'The stock has been publicly traded for at least six
months;
(0) The issuer has at feast $49 million of capital, surplus,
and undivided profits;
(7) 'There are 400,000 or more shares ol such stock
outstanding in addition to shares held beneficially by
ofiicers, directors or beneficial owners ol more than
10 percent of the stock;
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(8) There are 1,200 or more holders ot record, as defined
in SEC Rule 25 {17 CUHRC 2400025 1), of the
stock who are not olticers, ditectors or benehicial owners
ol 10 pereent or more of the stock, or the average daily
rading volume of such stock as determined by the
Board, 1s at least SO0 shares; and
(9) 'The issuer or a predecessor ininterest has been in
existence forat least three years.
(b Reguurements for continued inclusion on the list of
margtnable OTC stocks, cepl as provided in para-
praph (H) of this section, OTC margin stock shall mect the

lollowing requirements:
(1) Three or more dealers stand withng to, and do in
fact, mahe a market in such stock and regularly submit
bona lide bids and oflers (0 an aulomated quotations
systen lor their own accounts;
(2) The minimum average bid price ol such stocks, as
determined by the Board, is at least $2 per share;
(3) The stock s registered as specified in para-
araph GUe3) ol tus section;
(4) Daily quotations for both bid and asked prices for the
stock are continuously available to the general public;
(5) The issuer has at least $1 million of capital, surplus,
and undivided profits;
(6) There are 300,000 or more shares ol such stock
outstanding 1w addition 1o shares held beneficially by
ollicers, directors, or beneficial owners ol more than
10 percent of the stock: and
(7) ‘There continue to he 800 o1 more holders of record,
as defined in SEC Rule 1205 1 (17 CUOR 240,125 1),
ol the stock who are not oflicers, directors, or beneficial
owners of 10 pereent or more of the stock, or the
average daily trading volume ol such stock, as deter-
mined by the Board, is at Teast 300 shares.
(Y Requivemments for inclusion on the list of foreign margin
stochs. Lxcept as provided in paragraph (1) of this section,
a lorergn margin stock shall be a forcign security deemed
to have a ready market™ for puposes of SEC Rule
15c3 11/ ClERC 240005¢3 1) or meet the following
requirements:
(1Y The security is fisted for tading on or through the
Facilities of a foreign securitics exchange or a recog-
nized Torcign securitics market and has been trading on
such exchange or nrarket for at feast six months;
(2) Drily quotations for both bid and asked or last sale
prices for the seeurity provided by the foreign securities
exchanee or foreign securities market on which the
secutity s traded are continuously available to creditors
in the United States pursaant 1o an clectronic quotation
systen;
(3) The agprepate market vadue ol shares, the ownership
ol which is unrestricted, is not less than $1 billion;
(4h) The average weekly trading volume ol such security
during the preceding six months is cither at least 200,000
shares or $1 million: and
(5) The assuer o a predecessor in interest has been in
existence for at feast five years.

(Y Reguivements for continued inclusion on the list of

Joreign margin stocks. Except as provided in paragraph (f)

of this section, o foreign margin stock shalt be a toreign
seeurity deemed to have a “ready market™ for purposes of
SEC Rule 15¢3-1 (17 C.ER. 240, [5¢3 1) or meet the
following requirements:
(1) The security continues 1o meet the requirements
specified in paragraphs (¢) (1) and (2) of this section;
(2) The aggregate market value of shares, the ownership
ol which is unrestricted, is not less than $500 million;
and
(3) The average weekly trading volume ol such security
during the preceding six months is either at least 100,000
shares or $500,000.
(¢) Rewmoval from the lists. The Board shall periodically
remove {rom the lists any stock that:
(1) Ceases 1o exist or of which the issuer ceases to exist;
or
(2) No longer substantially meets the provisions of para-
griph (h) or (d) of this section or the definition of OTC
margin stock.
(1Y Discretionary authority of Board. Withoul regard 10
other paragraphs of this scction, the Board may add to, or
omit or remove from the list of marginable OTC stocks and
the list of forcign margin stocks and cquity sceurity, il in
the judgnient of the Board, such action is necessary or
appropriate in the public interest.
(2) Unlawful representations. 1t shall be unlawlul for any
creditor to make, or cause to be made, any representation
to the effect that the inclusion of a security on the list of
marginable OTC stocks or the tist of forcign margin stocks
is evidence that the Board or the SEC has in any way
passed upon the merits of, or given approval to, sucls
sceurity or any transactions therein, Any statement in an
advertisement or other similar communication containing a
reference to the Board in connection with the lists or stocks
on those lists shall be an unfawful representation.

Section 220.18 - Supplement: Margin requirements.

The required margin for cach sceurity position held i a
margin account shall be as follows:

(4} Margin cquity sccurity, except for an exempted seeu-
rity, money market mutual fund or exempted securities
mutual fund, warrant on a sccuritics index or forcign
currency or a long position in an option: 50 percent of the
current market value of the security or the pereentage set
by the regulatory authority where the trade occurs, which-
ever is grealer.

(h) Exempted sccurity, registered nonconvertible debt secu-
rity, OTC margin bond, moncy market mutaal fund or
exempted securities mutual fund: The margin required by
the creditor in good faith or the percentage set by the
regulatory authority where the trade occurs, whichever is
greater.

(¢) Short sale of a nonexempted sccurity, except for a
registered nonconvertible debt security or OTC margin
bond: 150 pereent of the cwrrent market value ol the
security, or 100 percent ol the current market value il
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security exchangeable or convertible within 90 calendar
days without restriction other than the payment of money
into the sccurity sold short is held in the account,

() Short sale of an exempted security, registered noncon-

vertible debt security or OTC margin bond: 100 percent of

the current market value of the sccurity plus the margin

required by the creditor in good faith,

(¢) Nonmargin, nonexempted sccurity: 100 pereent of the

current market value.

(1) Put or call on a sceurity, certificate of deposit, securities

index or forcign currency or a warrant on a sceurities index

or foreign currency:
(1) In the case of puts and calls issued by a registered
clearing corporation and listed or traded on a registered
national sccurities exchange or a registered securities
association and registered warrants on a securities index
or foreign currency, the amount, or other position (ex-
cept in the case of an option on an equity security until
June 1, 1997), specified by the rules of the registered
national securitics cxchange or the registered securitics
association authorized to trade the option or warrant,
provided that all such rules have been approved or
amended by the SEC; or
(2) T the case of all other puts and calls, the amount, or
other position, specified by the maintenance rules of the
creditor’s examining, authority.

Scction 220.19— | Removed|

3. Scetion 22019 is removed.

Interpretations

4. The following scctions are removed and reserved:
220.106, 220.107, 220.109, 220.112, 220.114, 220.i15,
220,116, 220,120, 220,125, 220.129, and 220.130.

FINAL RULE—AMENDMIENT 1O REGUILATION O

The Board of Governors is amending 12 C.ER. Part 250,
its Regulation O (Transactions with Affiliates). The Board
is adopting a definition of capital stock and surplus for
purposes of section 23A of the Federal Reserve Act that
conforms to the delinition of unimpaired capital and unim-
paired surplus used by the Board in calculating the limits in
Regulation O for insider lending and by the Office of the
Comptroller of the Currency (OCC) in calculating the limit
on loans by a national bank to a single borrower. The final
rule will reduce the burden for member banks and other
insured depository institutions monitoring, lending to their
affiliates.

Lifiective July 1, 1990, 12 C.ER. Part 250 is amended as
follows:

Part 250—Miscellancous Interpretations

I. The authority citation {or Part 250 will continuce to read
as follows:

Authority: 12 U.S.C. 248(1) and 37 lc(e).

Scction 250.161- | Amended|

2. I section 250161, paragraph (d) is amended by remov-
ing the words “loans to afliliates (12 U.S.C. 371¢),” in the
first sentence.

Scction 250, 162— Amended|

3. Insection 250,162, paragraph (a) is amended by remov-
ing the words “Loans to afliliates (12 U.S.C. 371¢), pur-
chases™ in the first sentence and adding “Purchases™ in
their place.

4. A new section 250,242 is added to read as follows:

Section 250.242- - Section 23A of the Federal
Reserve Act—-definition ol capital stock and
surplus.

(a) An insured depository institution’s capital stock and
surplus for purposes of scction 23A of the Federal Reserve
Act (12 U.S.C. 371¢) is:
(1) Tier 1 and Tier 2 capital included in an institution’s
risk-based capital under the capital guidelines of the
appropriaic Federal banking agency, based on the institu-
tion’s most reeent consolidated Report ol Condition and
[ncome filed under 12 US.C. 18 17(a)3); and
(2) The balance of an institution’s allowance for loan
and lease losses not included in its Tier 2 capital for
purposcs of the calculation of risk-based capital by the
appropriale Federal banking agency, based on the institu-
tion’s most recent consolidated Report of Condition and
lncome filed under 12 US.CLI8173)(3).
(b) For purposcs of this scction, the terms appropriate
Federal banking agency and insured depository institution
arc defined as those terms are delined in section 3 ol the
Federal Deposit Insurance Act, 12 U.S.C. 1813,

FINAL RULE— AMENDMENT TO UNIFORM RULES OF
PRACTICE AND PROCEDURE FOR ADMINISTRATIVE
HEARINGS

The Board of Governors is amending 12 CILR. Part 263,
its Uniform Rules ol Practice and Procedure for Adminis-
trative Hearings (“Uniform Rules™). As a result of an
interagency review conducted by the Board, the Office of
the Comptroller of the Currency (*OCC™), the Office of



550 Tederal Reserve Bulletin 1 June 1996

Thrift Supervision (“OTS”), the Federal Deposit Insurance
Corporation (“I'DIC™), and the National Credit Union
Administration (*NCUA™), the Board is amending its im-

plemieatation of the Uniform Rules, 'The Board’s review of

the Uniform Rules was conducted in accordance with
section 303 ol the Ricgle Community Development and
Regulatory Tmprovement Act ol 1994, The final rule is
intended to clarily certain provisions and to increase the
efficiency and fairness of administrative hearings.

Fiflective June 5, 1996, 12 C.ILR. Part 263 is amended as
Tollows:

Part 205 - Rules of Practice for Hearings

L. The authority citation for Part 263 is revised to read as
lollows:

Authority: 5 US.C504, 554 557; 12 1LS.C. 248, 324, 504,
505, {1817(j), 1818, [828(c), 1847(h), 1847(d), 1884(h),
1972(2)(19). 3105, 3107, 3108, 3907, 3909, and 4717,
15 U.8.C. 21, 780-4, 780-5, and 78u-2; 31 U.S8.C. 5321;
and 42 U.S8.C. 401 2a.

2. In section 203, 1, paragraph (¢)(9) is amended by remov-
ing “and” after the semicolon, new paragraphs (e)(11)
and (©)(12) are added, paragraph (1) is redesignated as
paragraph (g), and revised, and new paragraph () is added
to read as lollows:

Section 263, 1— Scope.

(e)
(1) Any provision ol law referenced in section 102(f)
of the Flood Disaster Protection Act of 1973 (42 US.C.
4012a(1)) or any order or regulation issued thercunder;
and
(12) Any provision ol law referenced in 31 U.S.C. 5321
or any order or regulation issued thercunder;

(N Remedial action under section 102(g) of the Flood

Disaster Protection Act of 1973 (42 1LS.C. 4012a(p)); and

(g) This subpart also applies to all other adjudications

required by statute to be determined on the record afler

opportunity for an agency hearing, unless otherwise specii-
ically provided for in the Local Rules.

3. 1o section 203,06, paragraph (a)(3) is revised to read as
follows:

Section 263.6— -Appcearance and practice in
adjudicatory proceedings.

(RI) #ockock
(3) Notice of appearance. Any individual acting as coun-
sel on behall ol a party, including the Board, shall file a
notice of appearance with OFIA at or before the time
that individual submits papers or otherwise appears on

behall” of a party in the adjudicatory proceeding, e
notice of appearance must include a written declaration
that the individual is currently qualified as provided in
paragraph (a)1) or (a)(2) of this scction and is autho-
rized to represent the particular party. By filing a notice
of appearance on behalf of a party in an adjudicatory
proceeding, the counsel agrees and represents that he or
she is authorized 1o accept service on bhehall of the
represented party and that, in the event of withdrawal
from representation, he or she will, il required by the
administrative law judge, continue to aceept service
until new counsel has filed a notice ol appearance or
until the represented party indicates that he or she will
proceed on a pro se basis,

*

4. In section 263.8, paragraph (b) is revised to read as
follows:

Section 263.8— -Conflicts of interest.

(b)Y Certification and watver. 1l any person appearing as
counsel represents two or more partics to an adjudicatory
proceeding or also represenls a gon-party on a maller
relevant to an issue in the proceeding, counsel must certify
in writing at the time of filing the notice ol appearance
required by section 263.6(a):
(1) That the counsel has personally and fully discussed
the possibility of conflicts of interest with cach such
party and non-party; and
(2) That cach such party and non-parly waives any right
it might otherwise have had to assert any known con-
flicts of interest or to assert any non-material conllicts of
interest during the course of the proceeding,

5. In section 263,11, paragraphs (¢)(2) and (d) arc revised
to read as folows:

Scction 263.11—Scrvice ol papers.
* 3 ¥

(L‘) ®ook ok
(2) I a party has not appeared in the proceeding in
accordance with section 263.0, the Board or the adminis -
trative law judge shall make service by any of the
following methods:
(i) By personal service:
(i) If the person to be served is an individual, by
delivery to a person of suitable age and discretion at
the physical location where the individual resides or
works;
(111) If the person to be served is a corporation or other
association, by delivery to an oflicer, managing or
general agent, or to any other agent authorized by
appointment or by law 1o receive service and, if the
agent is one authorized by statule to receive service
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and the statute so requires, by also mailing a copy 1o
the party;
(iv) By registered or certilicd miail addressed 1o the
person’s last known address; or
(v) By any other method reasonably caleulated to give
actual notice.
(d) Subpoenas. Service ol a subpocena may be made:
(1) By personal service;
(2) If the person o be served is an individual, by
delivery to a person ol suitable age and discretion at the
physical Tocation where the individual resides or works;
(3) By delivery (o an agent, which, in the case ol a
corporation ot other association, is delivery to an officer,
managing or general agent, or to any other agent autho-

rized by appointment or by law to receive service and, il

the agent is one authorized by statute to reccive service
and the statute so requires, by also mailing a copy to the
parly;

(4) By registered or certificd mail addressed (o the
person’s last known address; or

(5) By any other method as is reasonably calculated to
pive actual notice.

6. In section 263,12, paragraphs (), (e)(1), (c)X2),
and ()(3) are revised 1o read as follows:

Scction 263,12 Construction of time fimits,

(1) General rule. In computing any period of time pre-
seribed by this subpart, the date of the act or event that
commences the designated period of time is not included.
The last day so computed is included unless it is a Satur-
day, Sunday, or Federal holiday. When the last day is a
Saturday, Sunday, or Federal holiday, the peciod runs until
the end of the next day that is not a Saturday, Sunday, or
Lederal holiday. Intermediate Saturdays, Sundays, and Fed-
eral holidays are included in the computation of time.
However, whea the time period within which an act is to be
performed is ten days or less, not inctuding any additional
time allowed for in paragraph (¢) of this section, intermedi-
ate Saturdays, Sundays, and Federal holidays are not in-
cluded.

(C) hochock
(1) 11 service is made by first class, registered, or certi-
fied mail, add three calendar days 1o the prescribed
period;
(2) 11 service is made by express mail or overnight
delivery service, add one calendar day to the prescribed
pertod; or
(3) H service is made by clectronic media transmission,
add one calendar day to the prescribed period, unless
otherwise determined by the Board or the administrative
law judge in the case ol filing, or by agrecment among
the parties in the case ol service.

7. Scction 263.20 1s revised (o read as follows:
Section 263.20 - Amended pleadings.

() Amiendments. The notice or answer may be amended or
supplemented at any stage ol (he proceeding. The respon-
dent st answer an amended notice within the time
remaining lor the respondent’s answer 1o the original no-
tice, or within en days after service of the amended notice,
whichever period is longer, unless the Board or adniinistra
tive law judge orders otherwise for pood cause.

(b) Amendments 1o conform to the evidence. When issues
not raised in the notice or answer arc tried at the hearing by
express or implied consent ol the parties, they will be
treated i all respects as il they had been raised in the
notice or answer, and no formal amendments are required.
Il evidence is objected 1o at the hearing on the ground that
it is not within the issues raised by the notice or answer, the
administrative law judge may admit the evidence when
admission is likely to assist in adjudicating, the merits of
the action and the objecting party lails to satisly the admin
istrative law judge that the admission of such evidence
would unfairly prejudice that party’s action or defense
upon the merits. The administrative law judge may grant a
contintance o cnable the objecting party to meet such
evidence.

8. Scction 263.24, paragraphs () and (b) arc revised o
read as lTollows:

Scction 263.24 - Scope ol document discovery.

() Limits on discovery. (1) Subject to the limitations set
out in paragraphs (b), (¢), and (d) of this scction, a party
to a proceeding, under this subpait may obtain document
discovery by scerving a written request 1o produce docu-
ments. For purposes ol a request to produce documents,
the term “documents™ may be delined to inctude draw-
ings, praphs, charts, photographs, recordings, data stored
in clectronic form, and other data compilations (vomn
which information can be obtained, or translated, il
necessary, by the parties thirough detection devices into
reasonably usable Torm, as well as written material of all
kinds.

(2) Discovery by use of deposition is governed by sece-

tion 263.53 of subpart B of this part.

(3) Discovery by use of inferrogatories is not permitted.
(b) Relevance. A paity may obtain document discovery
regarding any madter, not privileged, that has material
relevance to the merits of the pending action. Any request
1o produce documents that calls for irrelevant material, that
s unreasonable, oppressive, excessive in scope, unduly
burdensome, or repetitive ol previous requests, or that
seeks to obtain privileged documents will be denied or
modified. A request is unrcasonable, oppressive, excessive
in scope or unduly burdensome il, among, other things, it
fails to include justifiable funitations on the time period
covered and the geographic locatious to be searched, the
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time provided 1o respond in the request is imadequate, or
the request calls for copics ol documents to be delivered to
the requesting party and fails to include the requestor’s
written agreement 10 pay in advance for the copying, in
accordance with section 263.25.

9. In section 263.25, paragraphs (&), (b), (¢), and (g) arc
revised to read as follows:

Section 203.25—Rcequest tor document discovery
[rom partics.

() General rule. Any party mmay serve on any other party a
request o produce Tor inspection any discoverable docu-
ments that are in the possession, custody, or control of the
party upon whoni the request is served. The request uust
identify the documents to be produced either by individual
item or by category, and must describe cach item and
category with reasonable particularity. Documents must be
produced as they are kept in the usual course of business or
nust be organized to correspond with the categories in the
request.

(by Production or copying. The request must specily a
reasonable time, place, and manner for production and
performing any related acts. In licu of inspecting the docu-
ments, the requesting party may specily that all or some of
the responsive documents be copied and the copies deliv-
ered to the requesting party. If copying ol fewer than 250
pages is requested, the party to whom the request is ad-
dressed shadl bear the cost of copying and shipping charges.
I a party requests 250 pages or more of copying, the
requesting party shall pay for the copying and shipping
charges. Copying charges are the current per-page copying
rate imposed by 12 C.ER. Part 261 implementing the Free-
dom ol Information Act (5 U.S.C. 552). The party to whom
the request is addressed may require payment in advance
betore producing the documents.

P

(¢) Privilege. At the time other documents are produced,
the producing party must reasonably identify all documents
withheld on the grounds of privilege and must produce a
statement of the basis for the assertion of privilege. When
similar documents that are protected by deliberative pro-
cess, attorney-work-product, or attorney-client privilege
are voluminous, these documents may be identified by
category instead of by individual document. The adminis-
trative law judge retains discretion to deterniine when the
identification by category is insufticicat,

Pk ok k%

() Ruling on motions. Alter the time for filing responses
pursuant to this section has expired, the administrative faw
judge shall rule promptly on all motions filed pursuant to
this section. If the administrative law judge determines that
a discovery request, or any of its terms, calls for irrelevant

material, is unreasonable, oppressive, excessive in scope,
unduly burdensome, or repetitive of previous requests, or
seeks o obtain privileged documients, he or she may deny
or modily the request, and may issue appropriate protective
orders, upon such conditions as justice may require. The
pendency of a motion to strike or limit discovery or o
compel production is not a basis for staying or continuing
the proceeding, unless otherwise ordered by the administra-
tive law judge. Notwithstanding any other provision in this
part, the administrative law judge may not release, or order
a party to produce, documents withheld on grounds of
privilege il the party has stated to the administrative law

Judge its intention to file a timely motion for interlocutory

review of the administrative law judge’s order to produce
the documents, and until the motion for interlocutory re-
view has been decided,

10. In section 263.33, paragraph (a) is revised o read as
follows:

Scction 263.33 -Public hearings.

() General rule. All hearings shall be open to the public,
unless the Board, in the Board’s discretion, determines that
holding an open hearing would be contrary to the public
interest. Within 20 days of service ol the notice or, in the
case ol change-in-control proceedings under section 7(j)(4)
of the FDIA (12 U.S.C. I817())(4)), within 20 days from
service of the hearing order, any respondent may file with
the Board a request for a private hearing, and any patty
may lile a reply to such a request. A party must serve on
the administrative law judge a copy of any request or reply
the party files with the Board. The form of, and procedure
for, these requests and replics are governed by section
263.23. A party’s lailure to tile o request or a reply consti-
tutes o waiver of any objections regarding whether the
hearing will be public or private.

E T

L. In section 263.34, paragraphs (a) and (b)(1) are revised
to read as follows:

Section 263.34 —Hearing subpocnas.

() Issuance-- (1) Upon application of a party showing
general relevance and reasonableness of scope of the
testimony or other evidence sought, the administrative
law judge may issuce a subpoena or a subpocena duces
tecum requiring the attendance of a witness at the hear-
ing or the production of documentary or physical evi-
dence at the hearing. The application for a hearing
subpocna must also contain a proposed subpoena speci-
lying the attendance of a witness or the production of
cvidence from any state, territory, or possession of the
United States, the District of Columbia, or as otherwise



provided by law at any designated place where the
hearing is being conducted. The party making the appli-
cation shall serve a copy of the application and the
proposed subpoena on every other party.

(2) A party may apply for a hearing subpocna at any
time before the commencement of a hearing, During a
hearing, a party may make an application for a subpocena
orally on the record before the administrative law judge.
(3) 'The administrative law judge shall promptly issuc
any hearing subpocena requested pursuant to this section.
If the administrative law judge determines that the appli-

cation does not set Torth a valid basis Tor the issuance ol

the subpoena, or that any ol its terms are unreasonable,
oppressive, excessive in scope, or unduly burdensome,
he or she may refuse to issue the subpocna or may issue
it in a modificd form upon any conditions consistent
with this subpart. Upon issuance by the administrative
law judge, the party making the application shall serve
the subpoena on the person named in the subpoena and
on cach party.

(b)Y Motion to quash or modify- (1) Any person to whom a
hearing subpoena is directed or any party may file a
motion 1o quash or modily the subpocna, accompanied
by a statement of the basis tor quashing or moditying the
subpocna. The movant must serve the niotion on cacty
party and on the person named in the subpoena. Any
party may respond to the motion within ten days of
service of the motion,

12, I section 263,35, paragraph (a)(3) is redesignated as
paragraph (a)(4), a new paragraph ()(3) is added, and
paragraph ¢b) is revised to read as follows:

Section 263.35- Conduct ol hearings.

(“) kok ok

(3) Examination of witnesses. Only once counsel for cach
party may conduct an examination of a witness, excepl
that in the case of extensive direet examination, the
administrative law judge may permit more than one
counsel for the party presenting the witness 10 conduct
the examination. A party may have one counsel conduct
the direet examination and another counsel conduct re-
dircet examination ol @ witness, or may have one coun-
sel conduct the cross examination of a witness and
another counsel conduct the re-cross examination of a
wilniess.

[ T R

(b Transcript. The hearing must be recorded and tran-
sceribed. The reporter will make the transcript available o
any party upon payment by that party 1o the reporter of the
cost of the transeript. The administrative law judge may
order the record corrected, either upon motion to correct,
upon stipulation of the parties, or following notice Lo the
partics upon the wdministrative law judge’s own motion.
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13, In section 263,37, the seetion heading and paragraph
(1) are revised o read as tollows:

Section 263,37 Post-hicaring filings.

() Proposed findings and conclusions and supporting
briefs (1) Using the same method of service Tor cach
party, the administrative law judge shall serve notice
upon cach pacly, that the certilicd transcript, 1ogether
with all hearing exhibits and exhibits introduced but not
admitted into cvidence at the hearing, has been liled.
Any party may hie witli the adnunisteative law judge
proposed findings ol facl, proposed conclusions ol law,
and a proposed order within 30 days following scervice
ol this notice by the administrative law judge or within
such longer period as may be ordered by the administra-
tive law judge.

14, Section 263.38 1s revised Lo read as lollows:

Scction 263.38-
ol record.

Recommended deciston and filing

(W) Filing of recommended decision and record. Within
45 days alter expiration of the time allowed Tor filing 1eply
briels under section 203.37(h), the administiative law judge
shall file with and certify to the Board, for decision, the
recotd ol the proceeding, The record must include the
administrative law judge’s reconunended decision, recom
mended findings of tact, recommended conclusions ol law,
and proposed order; all prehearing and hearing transcripts,
exhibits, and rulings; and the motions, bricfs, memoranda,
and other supporting, papers filed i connection witly the
hearing, The administrative law judge shall serve upon
cach party the recommended decision, lindings, conclu
sions, and proposed order.

(b) Filing of index. At the s tme the administrative faw
Judge fites with and certifies 1o the Board Tor final determi
nation the record of the procecding, the administrative taw
Judge shall Turnish o the Board a certified index ol the
calire record ol the proceeding. The certified index shall
imclude, at & minimum, an catry for cach paper, document
ar motion lited with the administrative Taw judge in the
proceeding, the date of the diting. and the wlentity of the
fifer. The certitied index shall also include an exlubit index
containing, at a minimum, an enlry consisting o’ exhibit
number and e or description for: Fach exhibit intro-
duced and admitted into evidence at the hearing; cach
exhibit introduced but not admited into evidence at the
hearing: cach exhibit introduced and admitted into evi-
dence alter the completion of the hearing; and cach exhibit
introduced but not admitied into evidence after the comple:
tion of the hearing.
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ORDERS TSSULD UNDER BANK TTO1LDING COMPANY ACT

Orders Issued Under Section 3 of the Bank Holding
Company Act

Butte Bank Shares, Inc.
Buttc. Montana

Order Approving Formation of « Bank Holding Company
Butte Bank Shares, Ine. (“Butte™), has applied vonder see-

tion 3 of the Bank Holding Company Act (“BHC Act™)
(12 UL.S.C. § [842) for the Board’s approval to become a

bank holding company by acquiring at least 80 pereent of

the voting shares ol First Citizens Bank of Butte (" Bank™),
i state member bank, both in Butte, Montana.

Notice ol the application, affording interested persons an
opportunity to submit comments, has been published (61
Federal Register 1029 (1996))." The time for filing com-
ments fias expiced, and the Board has considered the appli-
cation and all comments received  light ol the factors set
lorth in section 3 of the BHC Act.

Butte is a nonoperiting corporation formed lor the pur-
pose of acquiring Bank. Bank is the 47th fargest commer-
cial banking organization in Montana, controlling deposits
of approximately $28.2 million, representing less than
I pereent of wtal deposits in commercial banking organiza-
tions in the state.” Based on all the facts ol record, the
Board concludes that consummation of this proposal would
not have a significantly adverse ellect on competition or on
the concentration ol banking resources i any relevant
banking market, and that competitive considerations are
consistent with approval.

The Board has carefully considered comments opposing
this proposal [rom current sharcholders and a former em-
ployee of Bank. These comments allege that Butte pro-
vided insulflicient and inaccurate financial information in
its apphication, and lacks the linancial resources 1o consum-
wate this proposal. Conunenters also assert that managerial
considerations are not consistent with approval.’

[ "fhe Board received comments from an individual who nruntaims
that notice ol this proposal was inadequate becanse notice wits “un-
timely and not propetly placed in Bank’s place of business.”™ The
Bowrd's Rules of Procedure [2 CER. 262.3¢0)(DGNTE) require an
applicant 10 publish notice in o newspaper ot peneral coculation in the
conmmunity where the head othees of the Largest subsidizny bank of the
applicant, il any. or the applicant and cach organization to be acquited
are located. The head olhices of Butte and Bank are in Butie, Montana.
Notce ot the proposal, inviting public comment for o perod ol
31 days, was published on December 27, 1995 a0 The Momtanag
Standard, a daily newspaper ol general encalation in the Butte com-
muty. I addimon, as required by the Boawd™s Rules ol Procedure
12 CER 202.3(0(1), the Board published notice ol this proposal m
the Federal Register invitig public comment for o penod of 25 days,
Based on all the facts of record, the Bowd concludes that notice was
pubhished in accordanee with the Board™s rales and that the public was
adequately notified ol this proposal.

2. Deposit datia are as of September 30, 1995,

3. One commenter alleges that Batte™s exchange ofler violates the
tules of the Secunties and Exchange Comnission ("SEC™) regarding,

The Board notes that Bank is currently in satisfactory
linancial condition and that the debt service projections,
pro- forma debt-to-equity ratio projections, and growth
statements are reasonable and consistent with the Board’s
guidelines. The Board has also reviewed these comments
in light of reports ol exantination by the Federal Reserve
Bank ol Minncapolis assessing the financial and manage-
rial resources ol Bank. Based on all the facts of record, the
Bourd concludes that the financial and managerial re-
sources and future prospects ol Bank and Butte are consis-
tent with approval, as are convenience and needs consider-
ations and other supervisory factors that the Board i
required to consider under section 3 of the BHC Act.!

Based on the Toregoing and all the facts of record, the
Board has determined that the application should be, and
hereby s, approved.> The Board’s approval is expressly

the exemiption hom registtation for securities sold intrastate. This
commenter afso challenges one sharcholder™s right to purchase certain
shares and retin other shares previously purchased. Another con
menter contends that management withheld information trom a minor-
ity sharcholder in violunon of Montana corporate law. One com:
menter also naintains that Butie’s claim of confidentiatity for pottions
of the application improperly withholds information regarding, the
proposal from nonority shacholders.

The SEC is the federal apency with primary jurisdiction over
matters dealing with registration of securities for sake, ad the Boad
has provided commenter’s allegations 1o the SEC Tor consideration.
Butte has committed to comply with all applicable federal and state
law teguirements regarding the sale of 1ty secutities. The Board notes
that the matters vatsed by commenters relating to the acquisition of
Bank stock and access (o corporate information under Montana law
we cunently pending in two sepanate Tawsuils before state cotuts that
have the authority 1o grant the commenters reliel il their atlegations
can he substantiated. Nerther the SEC nor any court has found any
violation ol securities law or Montana corporate law to date. The
Board retains the authority 1o consider these matlers in connection
with the evaluation of tuture applications by Butte or in the context ol
its general supervisory jurisdiction over Butte and Bank il any violi-
tion ot applicable laws s established. The confidential portions of
Butte’s application were reviewed for compliance with the provisions
of the Freedom of Intormation Act (CTFOIATY velating 1o conbdential
commercial information that is exempt from puablic disclosuie, and no
nonexempt mformation was found. ‘The Board's TOIA procedures
provide commenter the opportuniy to challenge this determination ot
confulentiality.

4 One connnenter contends that minority starcholders were not
offered o fair market value for their shares and that the proposal
gencrally 1s not i the best interest ol the minority sharcholders. Butte
has responded that all sharcholders residing in Montana will be
permitted 1o exchange their shares in Bank tor shaies in the bank
holding company, and sharcholders residing outside Montana will be
oflered the appraisal value ol their shares. Courts have determined that
the Board does not have the authority to consider matters that e not
direetly related to a factor in the BHC Act. See Western Bancshares,
Ine v Bowrd of Governors, 480 8.2d 749 (10th Cir. 1973), Based on
all the Tacts o record, the Boad concludes that commenter’s com

ments relating to the value received by the minority sharcholders do
not retlect adversely on the tactors the Board is required o consider
under section 3ol the BHC Act.

5. Onie commienten requested that the Board hold a public heartng o
meeting on thiss apphication. Section 3(h) ol the BIIC Act does not
require the Board (o hold a public hearing or meeting on an applica-
tion unless the appropriate supervisory authority for the bank to be
acquired makes a timely written recommendation of denial, No super-
visory ageney has reconmmended denial of the proposal.



conditioned on compliance with all the commitments made
by Butte i connection with this application. The commit-
ments and conditions relied on by the Board in reaching,
this decision are decmed 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 Jaw.

This transaction shall not be consummated belore the
(iftcenth calendar day tollowing the ceflfective date of this

order or later than three months after the elfective date of

this order, unless such period is extended for good cause by
the Federal Reserve Bank ol Minneapolis, acting pursuant
to delegated authority.

By order of the Board of Governors, effective April |,
19906.

Votmg for this action; Chairman Pro ‘Tempore Greenspan and
Govewors Ketley, Lindsey, Phillips, and Yellen.

JENNIER J. JOHNSON
Deputy Secretary of the Board

Lmigrant Bancorp, Inc.
New York, New York

Order Approving Acquisition of Shares of a Bank
Holding Company

Emigrant Bancorp, Inc., New York, New York (“BEmigrant

Bancorp™), a bank holding company within the meaning ol

the Bank Holding Company Act (“BHC Act™), has applied
lor the Board’s approval under section 3 of the BHC Act
(12 U.S.C§ 1842) 10 acquire indirectly up to 9.9 percent
of the outstanding, common stock ol Queens County Ban-
corp, Inc. (“Queens County Bancorp™), a bank holding
company that owns Queens  County  Savings  Bank
(" Queens Savings Bank ™), Flushing, New York.

Notice of the application, altording interested persons an
opportunity to submit comments, has been published (01
Federal Register 159 (1996)). The tune for tiking com-
ments has expired, and the Board has considered the appli-
cation and all comnients received in light of the factors set
forth in section 3(¢) ol the BHC Act.

Emigrant Bancorp, with consolidated assets of approxi-
mately $6 billion, is the [t largest commercial deposi-

Generally, under its Rules ot Procedure, the Board may, in its
diseretion, hold a public hearing o nieeting on an application to
clandy factual issues related 1o the application and (o provide an
apportunity tor testimony, it appropriate. 12 CL1HR. 202.3(e) and
262.25(d). T the Board™s view, the conumenter i this case has had
ample opportunity o subnit his views, and has, in fact, submitted
substantial writtent comiments that tuve been carefully considered in
connection with the Board's decision, The commenter’s request fails
(o demonstrate why its weitien comnients do not adequately present its
allegations, or why a public hiciuing or meeting is otherwise wiu
ranted. Based on all the tacts of record, the Board has determined that
a public hearing or meetmg s not necessary to clanily the factual
record in this application. Accordingly, commenter’s request Tor a
public hearing, or meeting on this application is hereby denied.
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tory institution in New York, controlling, deposits of ap-
proximately  $5.4  billion, representing  approximately
1.6 percent ol total deposits in commiercial banking organi-
zations in New York.! Queens County Bancorp, with con-
solidated assets of approxintately $1.2 billion, is the 441l
largest commercial depository institution in New  York,
controlling approximately $887.8 million in deposits, rep-
resenting less than | percent of total deposits in commer-
cial banking organizations ia the stale.

Queens County Bancorp has objected (o this proposal on
the basis that Emigrant Bancorp may scek to control
Queens Savings Bank.” As noted, Emigram Bancorp pro-
poses to acquire up to 9.9 percent of the voting shares of
Queens County Bancorp. Emigrant Bancorp would own
less than 25 pereent of the voting shares of Queens County
Bancorp, and thereby less than the threshold amount that
the BHC Act deems to represent control. The Board previ-
ously has indicated that the acquisition of less than a
controlling interest in a bank or bank holding company is
not a normal acquisition for a bank holding company.* The
requirement in section 3(a)(3) of the BHC Act that the
Board’s approval be obtained before a bank holding com-
pany acquires niore than 3 percent of the voting, shiares of a
bank, however, suggests that Congress contemplated (he
acquisition by bank holding companies of between 5 per-
cent and 25 percent of the voting shares of a bank or a bank
holding company.! Nothing in scction 3(c) of the BHC Act,
morcover, requires the Board 1o deny an application solely
because a bank holding conpany proposes (o acquire less
than a controlling interest in o bank or bank holding
company. Accordingly, the Board previously has approved
the acquisition by a bank holding conpany of less than a
comtrolling interest in @ bank or bank holding company.®

Fmigrant Bancorp has stated that it does not propose (o
control Queens County Bancorp and will not control
Queens County Bancorp without oblaining the prior ap-
proval of the Board. Emigrant Bancorp has made a number
ol comniitments that are similar to commitments previ-
ously rclicd on by the Board in determining that an invest-
ing bank holding company would not be able (o exercise a
controlling inlluence over another bank holding conpany

. Asset data are as of September 30, 1995, and deposit data e as
of June 30, 1995,

2. Queens County Bancorp contends that the Board should allow
bank holding companies to acquire noncontrollimg minority interests
in other bank institutions only under extraordinary  circumstances
when the applicant demonstrates compelling reasons that make such
aninvestiment opporttunity unique and appropriale.

3. 8ee, eg., North bork, Bancorporation, Inc., 8V Federal Reserve
Bulletin 734 (1995) C*North F'ork™), State Street Boston Corporation,
O7 'ederal Reserve Bulletin 862 (1981).

A2 US.C§ 1842()(3); 12 CHR 2250 (e

5. 8ee, e g, North Fork (acquisition of 19.9 pereent ol the voting
shaves ol a bank holding company); Mansura Baneshares, Ine., 19
Federal Reserve Bulletin 31 (1993 ("Mansura™) (acquistion ol
0.7 pereent ol the voting shares of a bank holding company); and
Sun'tyust Banks, Inc., 16 Federal Reserve Bulletin 542 (1990) *Sun
Trust”) (acquisition of up to 24.99 percent ol the voting shares of a

bank).
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or bank for purposes of the BHC Act.® Emigrant Bancorp
has committed not to exercise or attempt 0 exereise a

controfling influence over the management or policies of

Quecns County Bancorp or any of its subsidiarics, Emi-
grant Bancorp also has committed not to attempt to influ-

ence the dividend policies, loan decisions or operations of

Queens County Bancorp or any of its subsidiaries. More-
over, Emigrant Bancorp has recognized that it may not
acquire additional shares of Queens County Bancorp or
attempt otherwise to control Queens County Bancorp with-
out the Board’s prior approval under the BHC Act. The
Board has adeyuate supervisory authority to monitor Emi-
grant Bancorp’s compliance with its commitments, and
expressly retains authority Lo initiate a control proceeding
against Emigrant Bancorp if facts presented later indicate
that Emigrant Bancorp or any of its subsidiaries or altiliutes

in tact controls Queens County Bancorp for purposes of

the BHC Act. Based on these commitments and all other
facts of record, it is the Board’s judgement that, for pur-
poses of the BHC Act, Emigrant Bancorp would not ac-
quire control of Queens County Bancorp through consum-
mation of this proposal.

Queens County Bancorp also contends that this proposal
would disrupt its operations and business strategies, and
would adversely aftect ity abilities to raise capital and to
retain employees and customers. As noted above, Lmigrant
Bancorp has made commitments that it would not attempt
to influence the operations, activities, or dividend, credit
and investment policies of Queens County Bancorp. In
addition, the record contains no support for the contention
that this proposal would affect the ability of Queens County
Bancorp to raise capital or to retain employees and custom-
ers. The Board notes that other bank holding companies
with similar minority sharcholders have successfully raised
capital and retained employees and customers.”

Based on the foregoing and all other facts of record, the
Board concludes that the financial and managerial re-
sources and [uture prospects of Emigrant Bancorp and

6. See, e.g., Mansura at 39, 'The commitments provided by Emi-
grant Bancorp are sct forth in the Appendix.

7. Queens County Bancorp also contends that the proposed transac-
tion would cause Savings Bank to lose its tights under section 24(1)(2)
ol the Federal Deposit [nsurance Act (the “FDIE Act™) to retain and to
make new cquity investments in common or preferred stock listed on
national seeuritics exchanges or shares ol registered investment com-
panies, and  thereby  adversely  affect ws future prospects. See
12 US.CL§ 183 1ah)(2). The EDIC”s regulation on equity investments
provides that these grandiathered rights are terminated by a transac-
tion subject to section 3 of the BHC Act. 12 CLER. 362, 3(b)4)(i).
The regulatory commentary accompanying the promulgation of this
regulation indicates, however, that the grandfathered rights would not
be extinguished i transactions under section 3 or other transactions
that do not involve a change in control of the grandfuthered bank. See
57 Federal Register 53,211 at 53,227 (November 9, 1992); 57 FFederal
Register 30,435 at 30,444 (July 9, 1092). In light of this and after
consultation with FDIC stafl, it appears that, as structured, this pro-
posal would not cause Queens Savings Bank 1o fose its grandtathered
rights under section 24 of the 'DI Act. Morcover, even if Queens
Savings Bank were 1o fose its grandfathered rights, the financial
resources and future prospects of Queens County Bancorp and Queens
Savings Bank would be consistent with approval,

Queens County Bancorp and their respective subsidiary
banks, arc consistent with approval, as are considerations
refating to the convenience and needs of the communitices
to be served and other supervisory factors the Board must
consider under section 3 of the BHC Act.

The Board has noted that one company need not acquire
control of another company in order to substantially lessen
competition between them and that the specific facts of
cach case will determine whether a minority investment
would have significant anticompetitive clects.® 1t is possi-
ble, for example, that the acquisition of @ substantial own-
ership interest in a competitor or a potential competitor ol
the acquiring firm might alter the market behavior of both
firms in such a way as to weaken or eliminate independent
action at each organization and increase the likelihood of
cooperative operations.?

Emigrant Bancorp and Queens County Bancorp compete
directly in the Metrapolitan New York-New Jersey bank-
ing market.'? Emigrant Bancorp is the 14th largest com-
mercial bank or thrift institution (“depository institution™)
in the market, controlling deposits of approximately
$5.7 billion, representing approximately 1.4 percent of
total deposits in depository institutions in the market
(“market deposits”). ! Queens County Bancorp is the 61st
largest depository tnstitution in the market, controlling
deposits of approximately $879 million, representing less
than | percent of market deposits. As a combined organiza-
tion, Emigrant Bancorp would be the 13th fargest deposi-
tory institution in the Metropolitan New York-New Jersey
banking market, controlling deposits of approximately
$6.06 billion, representing approximately 1.7 percent of market
deposits. The Herfindahl-Hirschman Tadex ¢“HHEP?Y would
remain unchanged at 414."7 Numerous competitors would

8. See, e.g., Noith Fork; Manswra, and Sun'rist,

9. See Mansura at 38,

10. "The Metropolitan New York-New Jersey banking macket in-
cludes New York City; Nassau, Orange, Putnam, Rockland, Sultolk,
Sullivan, and Westchester Countics i New York; Bergen, Essex,
Hudson, Hunterdon, Middlesex, Monmouth, Maorrs, Ocean, Passaic,
Sometset, Sussex, Union, Warren, and a pottion of Mercer Counties in
New Jersey; Pike County in Pennsyltvania; and portions ol Fairlield
and Litchticld Counties in Connecticut.

I, Market share data are as of June 30, 1994, and are based on
caleulation in which the deposits ol thrilt institutions are included at
50 percent. The Bourd previously has indicated that thritt institutions
have become, or have the potential to become, significant competitors
of commercial banks. See WM Bancorp, 76 Federal Reserve Bulletin
T8 (1990); National City Corporation, 710 Federal Reserve Bulletin
743 (1984). Thus, the Board has regulatly included thrift deposits in
the caleulation of manket share on a 50-percent weighted basis, See,
e.g., First Hawatian Inc., 77 Federal Reserve Bulletin 52 (1991),

12. Under the revised Department of Justice Merger Guidelines, 49
Federal Register 26,823 (June 29, 1984), a market in which (he
post-merger HH is below 1000 is considered to be unconcentrated.,
The Justice Department has informed the Board that a bank merger or
acquisition generally will not be challenged (in the absence ol other
lactors indicating anticompetitive eflects) unless the post-merger HiHI
18 at least 1800 and the merger increases the HIL by more than 200
points. The Justice Department has stated that the higher than normal
HHI thresholds for sereening bank mergers for anticompetitive eftects
implicitly recognizes the competitive effect ot Himited-purpose lenders
and other non-depository linancial entities.



remain in the market. Thus, it the Board were to conclude
that Emigrant Bancorp would control Queens County Ban-
corp after consummation of this proposal, the climination
ol competition between the two entities would not substan-
tially lessen competition in any relevant banking market. In
light ol all the facts of record, the Board concludes that
competitive considerations are consistent with approvat,

Based on all the facts ol record, the Board has deter-
mined that the application should be, and hereby is, ap-
proved. The Board’s approval is expressty conditioned on
Lmigrant Bancorp’s compliance with all the commitments
made in connection with this application, The commit-
ments and conditions relicd on by the Board i reaching,
this decision shall be deemed to be conditions tmposed in
writing by the Board in connection with its lindings and
decision, and, as such, may be enforced in proceedings
under applicable law.

The transaction shall not be consuwmmated belore the
fiftecenth calendar day following the clicetive date of this
order, or later than three months aller the effective date of
this order, unless such period is extended for good cause by
the Bourd or by thie Federal Reserve Bank of New York,
acting pursuant to delegated authority.

By order ol the Board ol Governors, elfective April |,
1996,

Voling tor this action: Charman Pro Tenipore: Greenspan and
Governors Kelley, Lindsey, Philhips, and Yellen,

JENNIFER J, JOHNSON
Deputy Secretary of the Board

Appendix

As part of its proposal, Emigrant Bancorp commits that it
will not, dircctly or indnectly, without the Board’s prior
approval:

(1) Take any action that would cause Queens County
Bancorp or any of its subsidiaries to become a subsidiary
of Bmigrant Bancorp or any of its subsidiarics;

(2) Scck or accept representation on the board of directors
of Queens County Bancorp or any ol its subsidiarics;

(3) Have or seek to have any employee or representative off
Emigrant Bancorp serve as an oflicer, agent, or employce
of Queens County Bauacorp or any of its subsidiaries;

(4) Excreise or attempt to exercise a controlling influence
over the management or policies of Quecns County Ban-
corp or any of its subsidiarics;

(5) Acquire or retain shares of Queens County Bancorp
that would cause the combined interests of Emigrant Ban-
corp or any ol its subsidiaries, officers, directors, principal
sharcholders, and afliliates to cqual or exceed 10 percent of
the outstanding voting, shares ol Queens County Bancorp
or any of its subsidiaries;

(6) Propose a director or slate of directors in opposition to
a nominee or slate of nominees proposed by the manage-
ment or board of direetors of Queens County Bancorp or
any of ity subsidiaries;
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(7) Attempt to influence Queens County Bancorp’s or any
of its subsidiaries” dividend policies or practices; loan,
credit or investment decisions or policies; pricing. ol ser-
vices; persounel decisions; operations activities (including,
the location of any oftices or branches or their hours of
operition, cte); or any similar activities or decisions of
Queens County Bancorp or any ol its subsidiaries;

(8) Solicit or participate in soliciting proxics with respect
to any natter presented o the sharcholders ol Queens
County Bancorp or any ol ils subsidiarics;

(9) Dispose or threaten o dispose ol shares of Queens
County Bancorp or any of its subsidiaries in any manner as
a condition ol specific action or nonaction by Quecns
County Bancorp or any of subsidiaries; and

(10 Enter into any banking or nonbanking transaction with
Queens County Bancorp or any ol its subsidiaries, excepl
that Emigrant Bancorp may establish and maintain deposit
accounts with Queens County Bancorp or its subsidiaries,
provided that the apgrepate balance ol all such deposit
accounts does not exceed $500,000, and provided that the
accounts are maintained on substantially the same terms as
those prevailing for comparable acconnts or persons unaf
filiated with Queens County Bancorp or any ol its subsid-
Laries,

Farmers State Corporation
Mountain [ake, Minnesota

Bank Southwest Corporation
Worthington, Minncsota

Order Approving the Acquisition of a Bank

Farmers State Corporation, Mountain Fake (" Farmers™),
and its subsidiary, Bank Southwest Corporation ("BSC™),
Worthington (collectively = EFSC™), both bank  holding
companies within the meaning, of the Bank Holding Com-
pany Act (“BHC Act™), have applicd for the Board’s
approval  under  section 3 o the  BHC  Act
(12 ULS.C.§ 1842) 1o acquire all the voting shares of [irst
Sccurity  Bank Madison, Madison, all i Minnesota
(*“Bank™).!

Notice of the application, aflording interested persons an
opportunity to submil comments, has been published (01
Federal Register 3713 (1996)), The time for filing com-
mients has expired, and the Board has considered the appli-
cation and all comments received in light of the Tactors set
Torth in section 3 ol the BIC Act.

FSC s the 3 st fargest bank holding company in Minne:
sota, controlling 1otal deposils ol approximaiely $152 mil-
lion, representing less than | opereent of total deposits in
commercial banking organizations in (he state.” Bank is the
253d tarpest conmnercial bunking, organization in Mitne-

L. Farmers owns appioxinately S1opercent ol the shares ol BSC
Under the proposal, BSC would acquire atl the outstanduig coninion
stock ot Bank.

2. State deposit dat are as ol December 31, (995,
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sotin controlling deposits of approximately $25 million,
representing, less than 1 pereent of total deposits in com-
mercial banking orpanizations in the state. After consum-

mation ol this proposal, I'SC would control deposits ol

approximately $177 million, representing less than 1 oper-
cent of total deposits in commercial banking organizations
in the state,

Competitive and Othey Consideraiions

I'SC and Bank do not compete inany banking market.
Basced on all the tacts of record, the Board coneludes that
consumunation ol this proposal would not result in any
significantly adverse efleet on competition or on the con
centration ol banking resources in any relevant banking
market, ‘The Board also conctudes, i light ol adl the Tacts
ol record, that the financial and muanagenial resources and
future prospects of FSC and Bank are consistent with
approval, as ace the other supervisory fuctors the Bowd
must consider under section 3 of the BHC Act.

C'onvenience and Necds Considerations

I acting on applications o aequire a deposttory institution,
the Board must consider the convenience and needs of the
conununilies to be served and take into account the records
of the relevant depository institutions under the Commu-
nity Reinvestment Act (12 ULS.CL§ 2901 ef seq.) (TCRAT).
The CRA requires the federal financial supervisory agen-
cies to encourage financial institutions to help mecet the
credit needs of the focal communities i which they oper-
ate, cousistent with their safe and sound operation. To
accomplish this cnd, the CRA requires the appropriate
federal supervisory authority to ™
record of meeting the credit needs of 1ts entire community,
including low and moderate-mncome neighhorhoods, con-
sistent with the safe and sound operation of such institu-
tions,” and (o take that record into account in its evaluation
ol these applications.

The Bourd has carefully considered that ane ol FSCTs
subsidiary bunks, United Prairic Bank, Mountain Luke,
Minnesota (" Mountain Lake Bank™), received conseentive
“needs o improve™ ratings from its primary federal super-
Federal  Deposit - Tnsurance  Carporation

assess the institution’s

visor, the

CEDICT), i ity CRA performance examinations, as of

October 1994 and June 1995, These ratings rellected deti-
ciencies Tound by examniners in the bank’s compliance with
the Equal Credit Opportunity Act and the Board's Repula-
tion B (tair credit faws ™). P ISB's other subsidiary bunks.
United Prairic Bank, Slayton; United Praitic Bank, Jack-
song and Green Lake State Bank, Spicer, all ol Minnesota,

3120800 § 2903,

4 Atfter the 1994 exanmation, United Bank's bowd adopted a
resolution designed to addiess the weaknesses found 1 this and other
examinations, and the bank ook steps to address these weakuesses.
The June 1995 examination. however, noted other apparent violations
ol fair credit laws at one of United Bink™s branches thal had not been
noted m the 1994 exammation,

received CRA performance exanunations ratings of “satis-
factory’™ in their most recent examinations for CRA perfor-
mance.

Sinee the June 1995 examination ol Mountain Lake
Bank, I'SC has taken actions at the bank in response to the
compliance issues wdentified by the FDIC. The Board has
reviewed the bank’s compliance programs in connection
with this application and has consulted with the FDIC
about its evaluation of the adequacy of those measures to
correct the weaknesses identified at the bank and to prevent
the recurrence of violations ol the Tair credit laws. The
Board also has considered other supervisory information
provided by the FDIC and FSC’s record of addressing,
weaknesses adentitied i its CRA performance examina-
tions.

Based on all the facts of record, the Board concludes that
convenience and needs considerations, including consider-
ations relating to FSC?s record of performance under the
CRA. are consistent with approval. ‘the Board cxpects
United Praric Bank to Tully implement all its initiatives,
particularly those designed 1o address its compliance with
fuir credit faws. Phe Board will monitor FSCPs progress in
these arcas in its supervision of FSC and take such record
into account in its evaluation of Tuture applications by FSC
lar deposit facilities,

Based on the foregoing and all the facts of record, the
Board has determined that the application should be, and
hereby s, approved. The Board’s approval is expressly
conditioned on FSC™s compliance with all the conmit-
ments made in connection with these applications. The
commitments and conditions relied on by the Board in
reaching this decision shalf be decmed 1o be conditions
imposed i writing by the Board in connection with its
lindings and decision and, as such, may be enforeed in
proceedings under applicable Taw.

The acquisition shall not be consummated belore the
lifteenth calendar day following the efiective date ol this
order, or later than three months alter the effective date of
this order, untess such period is extended for good cause by
the Board or by the Federal Reserve Bank of Minncapolis,
acting putsuant o delegated authority.

By order of the Board of Governors, eflective April 8,
1996,

Voting lor this action: Chainnan Pro ‘Tempore Greenspan and
Governors Kelley, Phitlips, and Yellen, Absent and not voting: Gover-
nor Lindsey.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Fleet Financial Group, Inc.
Boston, Massachuscetts

Ovrder Approving the Acquisition of « Bank

Fleet Financial Group, Inc.. Boston, Massachusetts
(Fleet™), a bank holding company within the meaning of’

the Bank Holding Company Act ("BEHC Act™), has applied



Legal Developments 559

for the Board’s approval under section 3 ol the BHC Acl
(12 U.S.C. § 1842) to acquire all the voting shares ol Nal-
West Bank National Association, Jersey City, New Jersey
(“"NatWest Bank™).!

Notice of the proposul, alfording interested persons an
opportunity (o submit comments, has been published
(61 Federal Register 6643 (1990)). 'The time for liling
comments has expired, and the Bourd has considered the
application and afl comments received in light ol the
lactors set forth in section 3 the BHC Act.”

Bleet, with total consolidated assels ol approximately
$85 billion, operates subsidiaty banths in Rhode Island,
Massachusetts, Connecticut, New York, New Hampshire,
and Maine.* Fleet is the sixth largest commercial banking
organization in New
$11.2 billion, representing approximalely 4.5 percent of
total deposits in commercial banking, organizations in the
state (Ustate deposits”). NatWest Bank operates in New
York and New Jersey, with $7.4 billion in deposits in New
York and $10.3 billion in deposits in New Jersey, repie-
senting approximately 3 percent and L8 pereent of state
deposits, respectively. Alter consummation of the pro
posal, Fleet would become the Tourth Targest commercial
banking organization in New York and would become the
third largest commercial banking organtzation in New Jer-
scy. with deposits o $18.6 billion in New York and
$10.3 billion in New Jersey, representing approximately
7.5 percent and 118 percent of state deposits in New York
and New Jersey, respectively, Inaddition, Fleet would
become the tenth largest commercial banking organization
i the United States and would control approxinuately 2.3
pereent of the total amount of deposits i banks or savings
associations insured by the Federal Deposit Insurance Cor
poration.

. As part of this proposal, Fleet would mierge Fleet Bank of New
York, National Association, Schenectady. New York (CFleet Bank
NA™), which was cecently acquired from Shawmul National Corpora-
tion (Shawmut™), with and into NatWest Bank. NatWest Buank
waould survive the merper and be renamed . Fleet Bank, National
Association, This Gansaction is being reviewed by the Oftice of the
Comptroller of the Cutrency (COCC™) under seetion 18(c) of the
Federal Deposit Insurance Act, 12 US.CU8 1828(¢) (UIFDE Act™)
(" Bank Merger Act™)

2. The Bowd received conmments mamtanmmy that Fleet’s proposed
acquisition of certan subsidiares of National Westminster Bancoryps
[nc. equites anotice under section 4 ot the BEC Act, and that these
subsidiaries would enpage in impernnssible nonbanking activities.
Lach of these comparties would beeome a subsidiary ol o national
bank, operated and held in conformance with the reputations of the
QCC, The OCC is reviewing notices Tor these subsidiaries 1o become
operiting subsidiarics o Fleet Bank, National Association, and 1o
engage moactivities permissible under the OCC™s aegulations Jor
operating subsidiarics. Under the Board™s Repulation Y, such acquisi
tions do not regtine notice under section 4 ol the BIC Act, See
12.CR225.220dy D).

3. Asset datacare as of December 31, 1995, Deposit data are as ol
June 300 1994 AllL duta have been revised 1o ake 1nto account all
transactions approved by the Bowed to date,

York, controfling deposits of

Imterstate Analysis

Section 3(d) of the BHC Act, as amended by Section 101
ol the Ricgle-Neal Interstate Banking and Branching Eih-
ciency Act ol 1994, allows the Board to approve an appli-
cation by a bank holding company (o acquire control of a
bank located i a state other than the home state of such
bauk holding company if certain conditions are met.? 'Fhese
conditions are met i this case.” In view of all the Tacts ol
record, the Board is permitted to approve this proposal
under section 3¢d) ol the BHC Act.o

Competitive Cousiderations

NatWest Bank and subsidiaries ol Fleet compele directly in
the Metropolitan New York-New Jersey banking mirket.’
Fleet is the [3th largest banking or thrift organization
("depository institution ™) in this market, controlling depos-
its of $5.8 billion, representing approximately 1.7 pereent
ol total deposits in depository institutions in the markel.®

4. Pub. L. No. 103 328, 108 Stat. 2338 (199, A bank holding
company’s home state s that state in which the operations of the bank
holding company’s banking subsidiaries were principaltly conducted
on Joby 1, 19006, or the date on which the company became @ bank
holding company, whichever is later, For purposes ol the BHO Act,
the home state of Fleet is Rhode Istand.

5. 12 LS. CU8S IR DAY and (13) and 1842(d)2)XA) and (13).
The Bowd notes that Fleer is adequately capitalized and adequately
manaped. T addition, after consumniation of this proposal, Fleet and
its afliliates would control less than FO percent of the total amount of
deposts of insured depository institutions in the United States, and
less than 30 pereent of the total amount of deposits of - insured
depository institubions in New York, Neither New York nor New
Jersey has state deposit linnts or mininnom age requirements that
apply to the acquisition of a bank by an out of state bank holding
Cconprny.

6. One commenter contended that Fleet cannot merge Fleet Bank
NA into NatWest Bank as proposed inits Bank Merger Act applica
tion to the OCC because Fleet Bank NA does not meet the tive-year
mininum age requirenient in New York™s interstate banking faw, The
Board notes that there are no minimuam ape requirements that apply to
the acquisition by a Rhode Island bank holding company ol a bank
located in New Jersey with branches in New Yoik, The merger off
NatWest Bank and Fleet Bauk NA s sabject to review by the OCC
under the Bank Merger Acte Stadl ol the New York Departient of
Bankimg has informally advised Boad stall that this merger is permis-
sible under New York law,

. The Metropolitan: New York New Jersey  bankmg market is
approxiaded by New Yok City; Long Island, and Orange, Putnam,
Rockland, Sullivan and Westchester Counties in New York: Berpen,
Lissex, Hudson, Hunterdon, Middlesex, Monmouth, Morris, Ocean,
Passaic, Somerset, Sussex, Union, Wanen and portions of Maicer
Counties in New Jersey; Pike County in Pennsylvaniug and poitions of
Fairfield and Litchheld Counties in Conncecticut.

8. Marhet share data Tor the Metopolitan New York New Jersey
banking market are as of June 30, 1994, Market share data e based
on caleatations in which the deposits of thiilt imstitwtions are ineluded
on a 50 percent weiphted basis. The Bomd previousty has indicated
that thritt institutions have become, or have the potential to become,
signthicant competitors of commercial banks. See Midwest I'inancial
Group, 75 tederal Reserve Bulletin 386 (1989). Thus, the Board
repularly has included thedt deposits in the caleualation of market share
on a 50 pereent weighted basis, See, e.g., Comerea Ine, 81 Federal
Reserve Bulletin 476, w3 (1993) st Hawarian e, 11 Federal
Reserve Bulletn 52 (1991),
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NatWest Bank is the Ilth fargest depository nstitution in
this market, controlling deposits of $17.3 billion, represent-
ing approximately 5 percent ol total deposits in depository
institutions in the market, After consummation ol this
proposal, this banking market would remain unconcen
trated as ncasured by the Herlindahl Hirschman Index
CUHHI)? and numerous competitors would remain in the
market.

The Board has sought comments fron the Department of

Justice (“"DOJF”) on the competitive ellects ol this proposal
in all of the banking markets in which Fleet and NatWest
Bank compete. The DOJ has advised the Board that the
proposal is not tikely to have a sipnificantly adverse eflect
on competition i any relevant banking market.

Based on all the facts of record, the Board concludes that
consummation ol this proposal is not likely to have a
significantly adverse cfiect on competition or on the con-
centration ol resources i the Metropolitan New York-New
Jersey banking market or any relevant banking market.'?

Financial, Managerial and Future Prospects
Considerations

L connection with this proposal, the Board has veviewed
the financial and managerial resources of the companices
and banks involved and the effect of the proposed acquisi-
tion on the (uture prospects of these organizations.!! "T'he

9. ‘The HHE tor the Mctopolitan New Yorh-New Jersey banking
market would increase by 17 points to alevel of 804 points. Under the
revised Department of Justice Meiger Guidelmes, M) Eederal Register
26,823 (June 29, 1984), @ market in which the post mcrger HEE IS Jess
than 1000 is considered (o be unconcenteated. The Departiment ol
Justice has informed the Board that a bank ierger or acquisition will
not be chattenged (in (he absenee ol other tactors indicating anticom
pettive elteets) unless the post merper HHI s an least 1800 and the
merper inereases the HHE by more than 200 points. The Department
of Justice has stated that the higher than normal P thresholds Tor
screening bank mergers for anncompetitive ellects implicitly recoy-
ize the competitive efiect of Timited-pupose lenders and other non
depository financial cntities.

10, ‘The Board has considered comments expressing coneern that
the proposed trunsaction could have adverse eliects on competition or
the concentration ol resources in the New York City wea i general,
and particularly insmall busmess lending and services within the New
York City arca. 'Fhe Board also has analyzed the competitive ettects of
this proposal in the smaller New York/New Jeisey Ranally Metopoli-
fan Area that includes New York City, and found that the tesalting
increase 1 the T level o this market would not exceed  the
thieshold standard in the ievised Department ol Justice Merger Guide-
lines. See Chemieal Banking Corporaton, 82 ederal Reserve Bulle
tin: 239 (1996)(Chiemical Order™). For the reasons expluned in the
Chenucal Oveder, the Bowrd fuuds that the cluster of bankmg products
and services represents the appropriate line of conmicice for analyz
ing the competitive ctfects of proposals under the BHC Act i this
region.

L One commnenter contended that BleeCs financial resowcees, and
the proposed method ol financing this acquisition, as well as ity
managetial resourees are inswtheent to support an acquisition as lape
as the NatWest Bank proposal particalanly in hight ol Fleet’s tecent
acguisition of Shawmut, This commenter also contended that a pend-
ing lawsuit by the Connecticut Attorney General, which challenges
the QCCs approval of the merger of Fleet's tive New England bank
subsidiaties into a single bank, could adversely aflect the tnancing ot

Board notes that Fleet and its subsidiary banks and Nat-
West Bank are well capitalized, and would remain well
capitalized alter consumunation ol this transaction. ‘The
Bourd also has reviewed Fleet's operational and manage-
ment structure tor the organization after the acquisition of
NatWest Bank. Based on alt of the facts of record, includ-
ing all comments that have been received relating to these
factors, and a review of relevant reports of examination off
the companies and banks involved in this proposal, the
Bourd concludes that the financial and managerial re-
sources and {uture prospects of the companics and baoks
concerned are consistent with approval, as are the other
supervisory lactors (hat the Board must consider under
section 3 ol the BHC Act.!”

Convenience and Needs Considerations

[ acting on applications under section 3 ol the BHC Act,
the Board must consider the convenience and needs of the
communitices 10 be served and take into account the records
of the relevant depository mstitutions under the Conunu-
nity Reinvestment Act (12 ULS.CL§ 2901 et seq.y (FCRA”).
The CRA requires the tinancial supervisory agencics to
encouruge tinancial institutions to help meet the credit
needs of the local communitics in which they operate,
consistent with their safe and sound operation. To accom-
plish this end, the CRA requires the appropriate federal
supervisory authority 10
miceting the credit needs of its entire community, including,
low- (0 moderate-income neighborhoods, consistent with
the sale and sound operation of such institution,” and to
take that record tnto account in its evaluation of applica-
tions. "

The Board received comments related 1o the conve-
nicnee and needs aspecets of the proposal from approxi-
mately 107 connuenters. A substantial majority supported
the proposal or commented Tavorably about the CRA per-
Tormance records of Fleet or NatWest Bank. These com-
menters commended Fleet and NatWest Bank for sponsor-
ing conumunity development activities, participating in

‘assess the institution’s record off

ttus proposal. Uhe Bowd has considered these comments carelully in
light ot all the tacts of record, including the fact that the merger of
IleeC’s five banks has already been consummated and in light of
reports ol examination from federal banking supervisors that assess
the financial and managetial tesousees of all the institutions involved
i thts proposal.

12, One commenter maintained that FleeCs involvement in making
a campaign loan (o a New York City ofticial in 1992 should be
reassessed m dight of o fine recently imposed on that ofticial by the
New York Conflicts of Trnterest Board Tor improperly using her posi-
ton as Comptroller of New York City to obtain the {oan. This matter
lias previously been ieviewed by the Board in light ol all the fuacts,
mciuding confidential supervisory infornsution trom the state memben
bank that made the Toan and an independent report issued by the New
York Cily Departinent of Tovestigation. The recent action by the
Conllicts of Toterest Board addresses the action o the ollicial under
New York's conflicts ol nterest wales but provides 1o new informa
tion reparding any involvement in this matler by Fleet, whose actions
were outside of the jurisdiction ol the Conflicts ol Interest Board.

13 12 ULS.C0§ 2903,
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programs providing home mortpage financing for low- to
moderate-income residents, and providing financial sup-
port 1o non-profit organizations engaged in these activitics.

Seven commienters objected to this proposal or raised
concerns about Pleet’s CRA - performance record. Two
commienters criticized Pleet’s record ol CRA perlormance
in certain low-income arcas and arcas with predominately
minority residents in New York City. "' Another commenter
contended that Fleet has not responded to the credit needs
of communitics in Rhode Island and has exaggerated its
record of performance 1a South Providence. In addition,
comuents have raised issues regarding, branch closings
that may result [rom this proposal.*

The Board has carelully reviewed the CRA performance
records of Fleet and its subsidiary depository institutions;
NatWest Bank; public comments filed on this proposal;
Fleet’s responses 1o commients; and all other relevant facts
of record in light ol the CRA, the [air lending laws and
other refevant credit-related laws, the Board’s regulations,
and the Statement of the Federal Financial Supervisory
Agencies Regarding the Community  Reinvestiment Act
(“Agency CRA Statement™).'0

A. Previous Review of Fleet’s CRA Record of
Performance

T'he Board recently reviewed FleeUs record of CRA perfor-
mance in connection with its application to acquire Shaw-

14, Two commenters maintained that Fleet shoubd provide the type
of support for financing mualti Tamily tental housing projects in New
York and community development projects m New Jersey as s
currently being provided by NatWest Bank. ‘the Board notes that the
CRA does not require an institution (o engage inany pacticular type ol
lending, in order to assist in mecting the credit needs of its conununity,
and that an institution can have a satisfactory record ol performance
without supporting a specitic type of CRA related activity, The Board
has considered the complete record of pertormanee of Fleet in helping
to meet credit needs ol s conumunity in connection with this pro-
posal,

15, Two commenters also raised issues reparding the lending and
debt collection practices in New Jersey ot Fleel Finance, e, (“bleet
Finance™), Fleet's noabanking tinance subsidiary. it connection with
Fleet’s recent acquisttion of Shawmut, the Board considered a number
of steps Fleet and Eleet Finance have taken to address the issues raised
concerning Fleet Finanee's lendiny practices. ‘Those steps included
discontinuing the practice of putchasing individuat loans from third
partics (except for butk loan packages from regulated financial institu
tious, certain institutional investors, o a federal agencey) and making
signtlicant changes i senior management and managerial practices,
including managemient review and oversight, at both the holding
company and the subsidiany. In connection with Fleet’s proposal to
acquire NatWest Bank and o address the concerns ol commentets,
Fleet has statted an outicach program in New Jersey that will include
providing, notice to quahlicd Fleet Finauce borrowers and inviting
them to call a (oll- free number and speak with account representatives
about their loans.

Another commenter ableped that Fleel's actions in connection with
the financing and sake of an apartment building m Providence raise
fair housiag ssues. ‘There is no evidence ol wrougdoing by Fleet, and
the Boatd notes that the sale of the property m question is cuirently
unider the jurisdiction of the U.S. Bankruptey Cowrl,

10. 54 Federal Register 13,742 (1989).

mut." "This review carclully considered Fleet's record in
all of its communities, including conmunitics in New York
and Rhode Istand, and considered in detail Tleet’s policies,
programs, and specific lending activities.

All the subsidiary banks of Fleet and Shawmut received
“outstanding”™ or Usatislactory” ratings at the most recent
examinations of their CRA performance by their primary
federal supervisors.'™ Examiners found no evidence ol
prohibited discrimination or other illegal credit practices at
any ol Fleet's or Shawmut’s subsidiary banks, and no
evidence of practices intended to discourage applications
for the types ol credit listed in the banks’ respective CRA
statements.'" "The Board notes that NatWest Bank also
received @ satisfactory™ rating, from its primary federal
supervisor, the OCC, in ity most recent examination ol
CRA performance, as of June 1994, and no cvidence ol
illegal discrimination was noted in that examination.

Hleet has implemented a varicty ol corporale programs
and policies to assist ity subsidiary banks in telping to
meet the credit needs of all their communities, including
low- to moderate-income arcas, consistent with the CRA.
For example, Fleet implemented a three-year, $8 billion
INCITY series of initiatives (“INCITY ™), that focus on
credit, cconomic revitalization and community develop-
ment, and provide a centrally coordinated set ol programs
and products focusing on low- to moderate-income individ-
uals and communitics. The INCITY initiatives include
special affordable mortgage products, consumer and smail
business loan products and aflordable housing develop-
ment initiatives. Fleet Community Development Corpora-
tion also was established under these initiatives.

V7. See Fleet Financial Group, Ine [ 82 Federal Reserve Bulletin SO
(1996) (*Ileet/Shawmut Order™), Because a number ol commenters
reiterate issues raised and considered in connection with the Fleey/
Shawmut Order. the Board incorporites in this order the reasons,
evidence and conclusions explained in the Fleet/Shawniat Order.,

18, The Agency CRA Statement provides that a CRA examination
is an impottant and often controlling factor m the consideration of an
institution’s CRA record and that reports ol these examimations will
be given great weight in the applications process. 54 Federal Register
at 13,745, One commenter alleged that the Bowd cannot rely on the
OCC (o provide accurate CRA examination tatmgs becaase the OCC
ungformly overrates the CRA - performanee of national banks. ‘The
Board notes that under the CRA, the OCC has the authority to rate the
CRA pertormance ol mational banks and that the OCC has conducted
on-site CRA performance examinations of cach ol the natonal banks
involved in this proposal. Based on all the Tacts of record, the Board
concludes that the conmienter has not demonstrated that the OCC?s
CRA examination or application review process is arbitrary, capri-
cious or otherwise uneeliable,

19. One commenter eriticized Fleet's actions in connection with his
cllorts to obtain finaucing lor a housing development project in New
Jersey. Those allegations are under review by the Federal Reserve
Bank of New York and involve a private dispute involving an individ
ual foan tansaction. The Board has supervisory authority o take
appropiiate action o) Fleet violed any Laws or iegulations in connee
tion with this transaction.
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B. Fleet’s CRA Performance Record in New York

Fleet’s CRA performance record in New York, including
fow-income and minority arcas in New York City, has been
carctully considered by the Board. lleet Bank, Albany,
New York (“Iflect Albany ™), Fleet’s only New York sub-
sidiary prior 1o Fleet’s merger with Shawmut, received a
“satisfactory™ rating at its most recent CRA performance
examination by the Federal Reserve Bank of New York as
of January 199479 Examiners found that Fleet Albany had
undertaken signiticant efforts 1o meet the credit needs of'its
communitics through the development ol a variety of spe-
cial loans products. Furthermore, an analysis of the 1993
and 1994 data filed under the Home Mortgage Disclosure
Act (“TIMDA™Y for all metropolitan statistical  arcas
(“*MSAs”) in New York indicated that Fleet was providing
housing-related loans to low- to moderate-income conimu-
nities and had been increasing its housing-related lending
1o miinorities in New York.’t

Fleet assists inomeeting, the credit needs ol low- (o
moderate-incone individuals in New York through several
nortpage programs that provide flexible underwriting erite-
ria lor low- to moderate-income home buyers. Fleet also
ofters home equity/home improvement and unsecured con-
sunier installment loan products designed specifically for

[ow- to moderate-income individuals. The credit needs of

small businesses in New York are addressed through sev-
eral Fleet programs, including Small Business Administra-
tion (“SBA™) loan programs and a $3 million minority
contractor loan program that provides working capital
foans at the bank’s prime rate o businesses owned by
wonien and minorities. Many of the small business loan
products oflered by Fleet aftiliates in other states, including
the “easy business banking™ and INCI'TY micro-loan pro-
grams, also are available in New York. Fleet Albany pro-
vides credit and technical assistance to small businesses in

.

New York through its support of regional and local organi-
Zations,

Fleet uses a variety ol methods 1o promote altordable
housing and community development in New York, includ-
ing cooperation with government, non profit and private

»

sector organizations.?” For example, Fleet invested $2 mil-

20. A comnenter has repeated concerns rased in the Shawmut
application that Fleet Albany’s CRA-related activities in New Yok
City and Long Island have not been reviewed i the context of a
performance examipation sinee 1992, This matter was caetully con-
sidered by the Bowd and addressed m the Fleet/Shawmut Order.

21, The Board also has taken into accound Fleet’s record of comphi
ance with applicable state community reinvestiment laws. Eleet Al-
bany has been examined and rated for complianee under New York
community reinvestment laws (NJY. Banking Law § 28-b). The bank
recerved o Usatistactory”™ rabing (rom the New York State Banking
Departiient in its most veeent assessiment eport, which takes into
account, among other things, the baok’s allordable housing and com
munity development activities and HMDA dataand lending programs.

22, One commenter retterated allepgations that Fleers participation
in the New York City Housing Parmership (CNYCP™), o governnent-
sponsored housing progrant in tow- 1o moderate-income arcas of New
York City, mvolves dlepal pre saieening ol potential oan applicants
in violation of tair fending and other creditretated faws and that

lion i the New York Equity Fund, which purchases lim-
ited partnership interests in development projects orga-
nized by commumty  housing  and  development
organizations. Fleet also provided a $1.4 million construc-
tion line of credit and a $2.9 million permanent line of
credit to the Community Lending Corporation, which seeks
1o rchabilitate and construct aflfordable housing units in
upstate New  York. Furthermore, Fleet provided over
$21 mitlion in 1994 10 finance construction of 279 low-
income housing units in Brooklyn and the Bronx. In 1993
and 1994, Fleet Albany sponsored several affordable hous-
ing conferences in New Yorh, including conferences orga-
nized by the Governor’s Housing, Coulerence, Neighbor-
hood Preservation Coalition of New York State, and the
New York State Rural Housing Coalition.

Fleet has provided credit and technical assistance to
small businesses in New York through support of regional
and local organizations, including working capital and
grants to the Pace-Harlem Small Business Development
Corporation, which provides technical assistance (o small
business owners in Harlem and East Harlem. In 1994, Fleet
committed $13 million to 23 projects sponsored by the
Long Island Development Corporation. Fleet also has
funded or co-sponsored conlerences and workshops hield
by the Brooklyn Minority Business Devetlopment Center
(“MBDC), the Bronx MBDC, and the Nassau-Sulfolk
MBDC' that provide information 1o businesses owned by
minoritics and women regarding government and bank
programs and contract opportunitics. ‘The most recent CRA
performance of Fleet Albany also concluded that the bank
had undertaken significant efforts to ascertain the credit
needs ol its community, and implemented adequate market-
ing and advertising programs to infornt its communities
about the credit products it oltered.

C. Fleet’s CRA Performance Record in Rhode
Island

The Board has carclully considered Fleet’s record ol perfor-
mance in Rhode [sland, including its CRA-related activi-
ties in South Providence. The most recent CRA perfor-
mance  examination found that Fleet-RI's  community
delineation was reasonable and did not exclude low- to
moderate-income arcas and that the bank affirmatively
solicited credit applications from all scgments of its com-
munity, including low- to moderate-income census (racts
and census tracts with predominately minority populations.

illegal pre-screening also was oceutring in several census tracts in
Brooklyn that showed high approval rates for loan applications o

Fleet. The Bouwrd has considered these comments in fight ol all the
lacts of record. As indicated in the Chemical Order, a large number of
New York City banks provide foans in connection with NY(OP
sponsored projects. The program is adninistered, however, by NYCP.
‘The process for selecting eligible prospective home buyers appears (o
be controlled by NYCP and is substantially the samie regardless ol the
financial institution that 1s chosen 10 make construction or end loans.
The Tederal Reserve System has begun discussions with the NYC'P
about its procedures and will continue those discussions (o assure
compliance with aff Federal fair fending and reporting laws.,
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Ileet ofters a number ol mortgage loan programs to help
meet housing-related credit needs in low (o moderate
incomce communitics in Rhode Island.”* Inaddition (o
offcring its portlolio mortgage loan program, Fleet partici-
pates in several programs sponsored by the Rhode Island
Housing  and Mortgage Finance  Corporation

(“RIHMEC™).F "The 1995 performance examination ol

Fleet-R1 characterized Fleet as a leader among Rhode
Island financial institutions in originating Toans through
RIHMEC programs in 1994, with 406 such loans totalling
$31.2 miflion, including 139 JumpStart loans totalling
more than $9.0 million. Examiners also noted that, during
1993 and 1994, Fleet made 377 Federal Housing Adminis
tration loans totalling more than $39 wmillion, and 178
Veterans Administration loans totatlmg almost $19 million
in Rhode Isiand.

Fleet-R1 also provides linancing for the constraction and
renovation of rental and owner-occupicd housing units in
coordination with RIEMEC and local and national non
profit housing organizations. For example, OCC examiners
noted that, since 1993, Fleet has provided $749,000 in
{inancing to cousteact 43 units ol alfordable single- family
housing in Providence and assisted RIHMEC in financing a
27-unit affordable housing, project in South Providence.”™
I addition, Fleet-R1 is one ol four fenders participating in
the Providence Plan Housing. Corporation’s Bauk Fincs
Program, a $30 million mortgage program designed (o
provide homie  ownership  opportunities  for low- 1o
moderate-income  houscholds in Providence.”0 Fleet-R1
also made a capitalizing deposit pledge o $200,000 (o
Ousis Comnuunity Development Federal Credit Union, a
new credit union being Tormed to serve residents in South
Providence.

lleet-RT has provided small business [oans  through
Fleet’s “casy business banking™ propgram and its connu-
nity banking, prograni, which includes loans ranging [rom
$100,000 to $500,000 1o businesses with sales ol less than
$5 million. The 1995 performance examination noted that
during 1994 and the first five months of 1995, Fleet- R
made 465 “cuasy business banking’ loans otalling approx

23 In 1994, Fleet-R1Emade 192 loans, totatling $1t million, under
its special portiolio foun program tor low 1o modeiate income bor
TOWULS,

24, These programs include the:

(1) First Home Proogiam, which offers fist mortgage loans with

below matket interest rates, low down paynments, and flexibte un

derwnting standads for first-time home buyers: and

(2) JumpStart propram, which provudes creditworthy  low- to

moderate income borrowers with down payment assistance and

mortpigee Hnancing at below market fnterest rates lor purchases off

{4 lamily owner occupied residences.

25, Fleet RE also provided a $100.000 loan 1o the Stop Wasting
Abandoned Property Gatlup Stieet Project (o help achabilitate four
homes m South Providence 1o be sold to low meome residents.

20, Fleet-R1 also has made o commitment to provide $750,000 in
{inancing for the Last Providence Neighborhood [Housmg Scerviee's
affordable housing propram. Under this prograny, the bank provides
first mortgape financimg subject 1o flexible underwiiting puidelmes
and participales in a loan pool with other fenders Tor second-mortgape
financing.,

imately $2 1.5 million and more than 300 community bank-
ing loans totalling approximately $58.7 million. Examiners
also noted that Fleet led the state in SBA loans in 1993 and
1994, with 126 loans totalling $25.7 million. The 1995
performance examination concluded that Fleet-RE had a
eood record ol activities (o ascertain community  credit
needs. Examiners also noted that Fleet-RI agpressively
publicized its products and services throughout its delin-
cated community, using a variety ol media and other
means.”’ [n addition, the OCC’s 1995 examination found
Fleet-R1s branches 1o be reasonably accessible to all sep-
ments ol its delincated community, including low- (o
moderate-incotne arcas.”®

D. Branch Closings

Fleet has identified 31 branches that may be closed or
consolidated alter its acquisition of NatWest Bank.”” Four
ol these branches wee in low- 1o moderate-income census

27, One comenter continues o critierze the fees Fleet's subsidiny
bartks charge for products and services, and has questioned whether
there has been an increase i lees or ateduction ininterest rates paid
o accounts as a result ol the Shawmut acquisition. Fleet provides a
full range of banking scrvices touphout its delineated communities,
including fending services 1o assist low 1o modente income resi
dents, and it oflers basic banking, accounts with reduced chapes in
some states. The CRA does not require banks o hmit the lees they
charge Tor services, Fuithermaore, there is no evidenee in the record ol
this case that the fees charped by Fleet™s subsidiary banks Tor their
products and services we based i any mannet on a factor prohibited
under antidiscerintination Laws.

280 A Rhode sland commenter alleges that Fleet has acted in bad
fauth by providing the Board with misleadimg, information aboul ats
activities i South Providence, Fleet and this commenter have dis-
puted the identity of the census traets that mahe up the nerghbothood
ol South Providence and the number of branches that serve this
neighborhood. The Board has weviewed FleeUs activities in thie census
tracts identificd by leet as well as those dentified by the commenter.
The Board also analysed in detait the CRA performance recond of
Fleet in Rhode Island o reviewing the Fleet/Shawmut transaction.
This commenter also contended that Fleet reneged on an agreement (o
settfe o complamt fled with the Department of flousing and Urbun
Development against Shawimut because commenter retused to agree
1o cease ertictzing Pleet meapplications belore Tederal supetvisory
agencies, and that Fleet s not in complianee with its CRA agreements
with this commenter. The Board has previously noted that private
agreements between community based orpantzations and mstitutions
we nol required under the CRA or the Agency Policy Statement and
that compliance with such agrecments s not monitored by the Board.

290 A commienter also contended that branch closures would result
i substantial loss of jobs. The BHC Act specilically enumerales the
factors the Bowrd may consider i reviewing o proposal under that
Act. These factors tefate to the eflect of the proposal on competition,
the financial and managenal resowcees of the mstitutions mvolved,
cartain supervisory factors, and the convenmence and needs ol the
cotmmuuitics served by the institutions involved. The effect ot the
proposed acquisition on employment in a community 15 nol among: the
tactors inctuded in the BHC Act, The convenicnee and needs factor
has consistently been interpreted by the federal banking agencies, the
courts, and Congress to aclate (o the effect of a proposal on the
availatality and quality ot banking scrvices m the community. See
Wells Fargo & Company, 82 Federal Reserve Bulletin 15 (1996).
The Board notes that Fleet would provide suppoit to displaced em
ployees and has taken or would take steps to minimize iy adverse
cllects of thix proposal on cmployment, meluding, initiating. ahining
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tracts. Fleet has indicated that cach of these branches
would be consolidated or merged into another existing,
Fleet or NatWest Bank branch in the same neighborhood.
In particular, two branches would be consolidated with a
branch located within 1,000 feet; one closed branch would
be merged into a branch located within one-half mile; and
the Tourth closed branch would be merged into a branch
located slightly more than one-hall” mile away. Fleet also
has indicated that there would remain at least two competi-
tors within onc mile ol cach of the four branches o be
closed in low- to moderate-income census tracts, and that
in cach case, the branch to be closed would be consolidated
into a significantly larger branch. Fleet would eflect these
closings consistent with its branch closing policy and the
Joint Agency Policy Statement on Branch Closings (**Joint
Policy Statement’™). %0

I'leet’s branch closing policy has been carefully consid-
ered by the Board.'t Under this policy, cach subsidiary
bank is required 1o assess and consider the impact of any
branch closures on the convenicence and needs ol the public
in the communities i which the branches are located. The
bank also is required under this policy 1o evaluate alterna-
tives fo closure, such as changing services oflered and
hours of service, upgrading facilitics, and fnereasing auto-
mation. Eixaminers have found the branch closing policy to
be satistuctory and determiined that Fleet's subsidiary banks

freeze and offering relocation assistance and severance  packages.,
Fleet also would provide out-placement services (o the employees,

30, See section 228 of the Federal Deposit Insuiance Corpuation
tmprovement Act of 1991, which added @ new seetion 42 to the FDI
Act (12 US.CL§ 1831 D). See alvo Joint Policy Statement, S8 Federal
Register 49,083 (1993),

One commenter contended that Fleet has provided madequate no-
tice 1o customers in connection with closing a bianch in the West Fnd
of Hartford, Connecticut. Fleet mdicated that in light ol community
concern, 1t had decided not to close this branch but to reduce its hours
of operation.

1. One conmumenter contended that Fleet delayed the public an-
nouncement ol branches to be closed as a result of the Shawmut
acquisition until after the Board acted on the application and that the
Board should consider the eftect of those announced closings, particu
larly the closing ol branches in Albany, under the conventence and
needs fuctor in this application. ‘The commenter also mamtained that
Llcet shoutd provide to the public intormation on branch closures that
wottld resalt (ront the NatWest Bank acquisition.

Fleet represented that it did not have a final branch closing plan at
the time the Board acted on the Shawmut acquisition. liv this hght, in
reviewing the Fleet/Shawmut transaction, the Board carctully consid-
ered Fleet's branch closing policy, which requires Ieet to assess and
consider the impact of any branch closuies on the banking conve-
niencee and needs of the public and evaluate aliernatives to closwe. In
the Hleet/Shawmut Order, the Board required Fleet 1o subnnt quanterly
reports regarding implementation ol its branch closmg decisions for a
period of 18 months. The first report was filed at the end ol last month
and contained no information that was inconsistent with the consider-
ations taken into accoum by the Bomd in assessing the convenence
and needs factor in the Shawmut case or any evidence that Fleet was
oul of compliance with its branch closing policy.

[n this case, Fleet provided intormation on the branches to be closed
m low 1o modernte-income weas as aresult ol the NatWest Bank
acquisition and the Board has constdered these closures i light of all
the tacts of record, mcluding comments addressing these proposed
closures.

have fotlowed this policy in closing or consolidating
branches sinee the previous CRA performance examina-
tions, ™ and no materially adverse effects on low- to
moderate-income  neighborhoods  from  branch closings
were identitied in any performance examinations.

E. Conclusion Regarding Convenience and Needs
Factors

The Board has carefully considered the entire record in
reviewing the convenience and needs luctors under the
relevant banking statutes. ™ As noted above, the Board
catefully reviewed the convenience and needs factors in
approving  Fleet's applications to acquire Shawmut.

32, This commenter alleged that comments made by community
groups lo Fleet in connection with Bleet’s decision (o close branches
as o result of the Feet/Shawmut merger should be considered com-
ments under provisions in the FDU Act that requite public notice of
branch closings, 12 U.S.C§ 183 0-1(d). This provision of the FDI
Act provides commenters witht a process by which they may contact
the relevant bank's prnsuy lederal supervisor it they bave concerns
about branchies 1o be closed m low- to moderate-income arcas by a
bank with interstate branches. ‘These comments have been refenred to
the OCC, the relevant banks” prinwy federal supervisor,

330 A commenter argued that brimch closings could have a disparate
mpict on mnonities it Bleet considers the type of customer that is
served by o particuln branch and the opportunity o cross-nuarket
products to the customers when making a decision to close the branch.
The fucts of record do not support a finding that branch closings under
Lleet's policy have resulted in a disparate impact on minorities, and
Fleet's policy speetfically provides that decisions on branch closings
will be made without regard 1o such considerations as the race or age
of its customier base o other indvidual characteristics prohibited by
law.

340 A commenter has requested that the Board deny or delay
consideration of this proposal o permit more information to be
obtained and considered by the Board, including resalts of a new CRA
exannnation by the OCC ol Ileet Bank NA and detailed information
on branch closings, as well as (o give commienter more time: (o
comment on this mformation and other information submitted by
Ileet. Conunenter appealed the withhokding of certain Fleet submis-
sions that have been accorded contudential treatment under the Free-
dom of Tnformation Act ("FOIA™). The Board is required under
applicable law and its processing procedures to act on applications
submitted under the BHC Act within specilied time periods. As
discussed above, the Board has carefully reviewed the record in this
case. includmyg intormation provided by commenters about the CRA
performance recotds of Fleet and NatWest Bank and information
iclating o the prospective cllects of this acquisttion on the conve-
nience and needs ol the communities to be served. Based on all the
facts of record. the Board concludes that the recard is suflicient to act
on this proposal at this trime, and that delay or denial of this proposal
on the grounds ot nformatonal insulticieney is not warranted. "The
Board further notes that its rules regarding aceess toinformation
undet the FOIA provide the appropriate framework for considering a
commenter’s challenge to confidential trcatment accorded an appli-
cant’s submissions, and that commenter’s challenge hewe is being
reviewed under these cles, The Board’s rules do not provide com-
menter aceess to inlormation that is otherwise exempt from disclosure
under FOIA. Morcover, commenter has been provided with all non-
confidential subnussions by Fleet that respond to the particular issucs
raised by commenter, as well as information on Fleet's proposed
branch closmgs m low- to moderate-incotne arcas, and conmenter has
provided substantial connuents on these submissions.,

35, In considering the Fleet/Shawmut transaction, the Board care-
Tully considered the potentral fair lendimg law issues vaised by Fleet's




Based on a review ol the entire record of performance,
imcluding information provided by the commenters, lcet’s

responses and the results of performance examinations of

NatWest Bank and Fleet’s bank subsidiaries by their pri-
mary supervisors, and for the reasons explained in this
order and the Fleet/Shawmut Order, the Board believes that
cflorts by Fleet and NatWest Bank 1o help meet the credit
nceds of all segments of the communities scrved by these
organizations, including low- to moderate-income neigh-
borhoods, arc consistent with approval.*e The Board c¢x-
pects Fleet to continue to strengthen its CRA performance
through its CRA initiatives, and the Board will continue to
monitor its progress in this regard in future applications to
expand its deposit-taking lacilities.

Conclusion

Based on the foregoing, including the commitments made
1o the Board by Fleet in connection with this application,
and in light of all the facts of record, the Board has
determined that this application should be, and hereby s,

loan pricing policy (hat pewniitted employees ol a Fleet monigage
cotmpany to share with the mortgage company any excess in origing:
tion changes or interest rates above the company’s base rates that the
cmployee was able to charge the bortower, This practice is commonly
referred 1o in the industty as “overaging”™ and involves customers
who have been granted credit by the mortgape company. ‘The Board
identiticd concerns under the fair landing Taws about the implementa-
tion of the overage policy at two of the moitgage company’s oflices
regarding loans to African Americans and Hispanics. After being
notificd of these concerns, Fleet terminated this practice at all of the
offices of its mortgage subsidiary, and has cooperated with the Board’s
review of the matter. "Fhe Board has provided the DOJ with data and
analyses compiled by the Board, aud the matler continues to be under
review by the DOJ.

36. T'wo commenters requested that the Board hold a public hearing
or meetings on this application, Scetion 3(b) of the BHC Act does not
require the Board to hold a hearing on an application unless the
appropriate supervisory authority for the bank to be acquired makes a
timely written recommendation ol denial. No supervisory agency has
recommended deniat of the proposal.

Generally, under its Rules of Procedme, the Board may, in its
discietion, hold a public heariag or mecting, on an application to
clarify [actual issues refated (o the apphication and 1o provide an
opportunity for testimony, il appropriate. 12 C.ER. 262.3(¢) and
262.25(d). Commenters in this case have had ample opportunity to
submit their views, and have, e fact, submitted substantial written
cominents that have been carctully considered in connection with the
Board’s decision. Commenters’ requests fail o demonstrate: why
writlen comments are inadequate in this case o present their views or
resolve the issues raised by their comments as required by the Board's
rules, 12 CLLR, 202,3(e). For these reasons, and based on all the lacts
of record, the Board has determined that a public heacing or meeting is
not necessay to claify the factual record in this application, or
otherwise warranied in this case. Accordingly, commenters” requests
for a public hearing or meeting, on this application is denied.

37. One commenter atleged that Fleet has failed to improve its CRA
performance since the Fleet/Shawmut Order with respect 1o Tai
lending compliauce and CRA lending activities. The Board has con-
sidered this comment in light of the velatively short peviod of time that
has clapsed since the consummation of the Fleet/Shawmut acquisition
at the end of November 1995,
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approved.® The Board’s approval is specilically condi-
tioned on compliance by Fleet with all commitiments made
in connection with this application as well as the condi-
tions discussed in this order. 'The commitments and condi-
tions relicd 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 enlforeed in proceedings under applicable law,

The acquisition of NatWest Bank shall not be consun-
mated before the fifteenth calendar day following, the efiee-
tive date of this order and shall not be consummaated later
than three months following the effective date ol this order,
unless such period is extended for good cause by the Board
ol by the Federal Reserve Bank ol Boston, acting pursuant
to delegated authority.

By order of the Board of Governors, effective April (5,
1996.

Voting o1 this action: Chaitman Pro ‘Tempore Greenspan and
Governors Kelley, Phillips, and Yellen, Absent and not voting: Gover-
nor Lindscy.

JUNNIFER J. JOIINSON
Deputy Sccretary of the Board

National Bancshares Corporation of 'lexas
Laredo, Texas

Order Approving Acquisition of Shares of a Bank
lolding Company

National Bancshares Corporation of Texas, Laredo, "Texas
(“NBT”), a bank holding company within the meaning, ol
the Bank Holding Company Act (“BHC Act™), has re-
quested Board approval under section 3 of the BIHC Act
(12 U.S.C. § 1842), to acquire up to 24.9 percent of the
voting shares ol Corpus Christi Baneshares, Inc., Corpus
Christi, ‘Texas (“CCB™),

Notice ol the application, affording interested persons an
opportunity to submit comments, has been published
(61 Federal Register 4668 (1996)). The time lor filing
comments has expired, and the Board has considered the

38, Commenters have raised allegations of employment discriming-
tion on the basis of two proceedings involving T'lect Albany. One
lawsuit was fited recently by several cureent and Tormer employees of
Fleet Albany. Another case involves an administrative action brought
by the Department of Labor (“DOIL”) and scheduled for a hearing
next month. Fleet has denied any wrongdoing in cither case and no
adjudication of wrongdoing has been made in etther case., "The Board
fully supports laws requicing (ain and nondiscriminatory hiving and
cmployment practices, but does not have jurisdiction to determine
compliance with those laws. Il a cowt ot an adnministiative agency
determines that Fleet or Fleet Albany has engaged in ittegal coaploy
ment activities, the Board will take such matters into account to the
extent appropriate and permutied under the federal banking laws,

These commenters also have raised issues relating (o a 1991 audit of
Fleet Albany by the DOLL repiding the bank’s emiploymen practices.
This matter was resolved to the satisfaction of the DOLL, with Fleet
Albany making restitution to certain eniployees and terminating, the
cuployment of the bank’s Human Resource Officer,
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application and all comments received i light of the
lactors set forth in seetion 3 of the BHC Act.

NB'TE, with consolidated assets of approgimately $265.6
million, is the 66th largest commercial banking organiza-
tion in Texas, controlling approximately $233.1 million in
deposits. 1epresenting less than | pereent of total deposits
in commercial banking organizations in the state.! CCR,
with total consolidated assets of approximately $223.9
million, is the 87th larpest commercial banking organiza-
tion m Texas, controlling approximalely $200.9 nillion in
deposits, representing less than | percent of 1otal deposits
in commercial banking organizations in the state.

Control of €CB. CCR has objected to the proposal,
contending that, after consummation ol the proposad, NB'T
would be able to exercise a controlling influence over
CCRB, and thereby foree a sale of CCB. The Board notes
that, although CCB objects (o NBT attempting (o control
COB, the BHNC Act does not bar NB'E Trom acquiring
control ol CCR, subject to obtaining prior Board approval.

As nofed above, however, NIV proposes to acquire kess
than 25 percent ol the voting shares ol CCB, and does not
propose to control CCBL The Board previously has indi-
cated that the acquisition of less than a controtling interest
in a bank or bank holding company is not a normal
acquisition Tor a bank holding company.” Nonetheless, the
requireiient inosection 3(a)(3) of the BHC Act that the
Bourd’s approval be obtained before w bank holding com-
piny acquires more than S pereent of the voting shares of
bank suggests that Congress contemplated the acquisition

by bank holding companics ol between 5 and 25 percent off

the voting shares of o bank or a bank holding company.*
Nothing in scetion 3(¢) of the BHC Act, morcover, requires
denial of an application solely because a bank holding
company proposes to acquire less than a controlling, inter-
estin a bank or a bank holding company. On this basis, the
Board has on numerous occasions approved the acquisition
by a bank holding company ol less than a controling,
interest in a bank.!

NB'T has stated that it does not intend to control CCB
and has made a number ol commilments designed to assure
that NB'I" will not exercise o controlling influence over
CCB. 'The Board has relied on simitar commitments in
other cases to determine that an investing bank holding
company would not be able to excrcise a controlling influ-
cnee over another bank holding company or bank for

1 Asset and deposit dataare as ol December 31, 1995,

2 See, e, Novth Fork Bancorporation, tne., 81U Federal Reserve
Bulletin T34 (199S) C' North For k™), State Stieet Boston Corporation,
O Federal Reverve Balletin 862, 863 (1981).

L2 USOCU§ I842¢3); 12 CER22S ().

4. See, e gl Novth Pork, Gaequisition of up o 19,99 pereent of the
voting shares of a bunk holding companyy; Mansw a Baneshares, Ine.,

79 Federval Reserve Bulletn 37 (1993) (" Mansura™) (acquisition of

0.7 pereent of the voting shares ol a bank holding company); Sunlrist
Banky, Ine., 76 Federal Reserve Bualletin 542 (1990Y (“Sunliost™)
(acquisition ot up 1o 2199 percent ol the voting shares ol a bank); and
Lust State Corporatton, 16 Federal Reserve Bullewn 370 (1990)
(acquisition ot 219 pereent ol the voting shiares ol @ bank),

purposes ol the BIHC Act.> NBT lias committed not to
exereise or attempt 1o exercise a controlling influence over
the management or policies of CCB or any ol its subsidiar-
ies; not o seek or aceept representation on the hoard of
dircctors of CCB or any ol its subsidiarices; and not to have
any representative of NBT serve as an ollicer, agent, or
cimployee of CCB or any of its subsidiarics. NB'I' also has
committed not to attempt to influence the dividend poli-
cies, loan decisions or operations of CCB or any of its
subsidiarics.

COB alleges that NBT may attempt to force a sale of
CCB and thereby exercise o controlling influence over
CCR.O This allegation raises two issues, one regarding the
ownership ol voting shares, and a sccond regarding the
potentiad that NBT may exceed the authority it is secking
in this case by exercising a controlling influence over CCRB.
NBT has sought the requisite Board approval under the
BHC Act to own and control up to 25 pereent of the voting
shares of CCRB. This approval to own and control shares
allows NBT" to dispose of shaves that it lawlully acquires,
To address concerns that the sale ol shares not be used by
NBT to exercise o controlling influence over CCB, in
addition to the commitments noted above, NB'T has com-
mitled not 1o dispose ol the shares of CCB or threaten Lo
disposce of those shares as a condition of specific action or
non-action by C'CB. In these circumstances, the Board
belicves that retention by NBT ol the right (o sell the
shares of CCB it proposes 1o acquire does not require a
finding that NB'T would exercise a controlling influence
over CCB.

The Board has adequate supervisory authority to monitor
NBT’s compliance with its commitments, and expressly
retains authority to initiate @ control proceeding against
NRT if lacts presented later indicate that NB'T or any of its
subsidiaries or alliliates in lact controls CCB lor purposes
of the BHC Act.” Based on these commuitments and all
other facts of record, it is the Board’s judgment that the
record does not support a finding that NI3T would acquire
control of CCB for purposes of the BHC Act through
consununation of the proposal.

C'OB also maintains that NB'T" has acted in concert with
the largest sharcholder of CCRB (the “sharcholder™) to
control and attempt to force the sate of CCB in violation of
the Change in Bank Controb Act (12 US.CL§ 1817()
(“CIBCA”Y and the BHC Act.y NB'T' denies that it has

S, See, ey, Mansira at 39, These commitments are sel torth in the
Appendix.

0. CCB states that atlowing NB'T to control 24.9 percent of voting,
shares of CCRB would give NBL, along with the Lugest shacholder of
CCB, the ability (o conttol CCRB by bemg able (0 ofter a controlling,
block of shares o CCB 1o a potential buyer,

7. CCB maintains that allowing NBT to own up 10 24.9 percent of
CCR shares would distapt the management ol CCBL The Board notes
that NBT has specifically committed not o exereise or attempt to
exercise a conbolling influence over the management or pohicies ol
CCR o1 any of its subsidiarics.

8. CCR alleges that NBT has i longstanding relationship with this
sharcholder, o broker-dealer who has expressed interest i the sale of
CCB on numerous occasions, CCB contends that NB'T7s chiel execu
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acted in coneert with any sharcholder. NBT states that
there are no agreements between NRB'T and the sharcholder
regarding the acquisition of shares or voting ol shares.
NB'E also denies that it provided the sharcholder with a
copy of NB'T”s application filed with the Board, any infor-
mation regarding this application, or any other information.
NBT indicates that it began purchasing CCB stock in 1995
through a sceuritics dealer located in New York, ‘The
sharcholder has owned shares in CCB for more than

A7 years. NBT maintains that its purchases of shares of

CCB were independent transactions, and that NBT doces
not know when the sharcholder purchased shares ol CCB.
In addition, NB'I' states that it has not received any advice
from the sharcholder on the purchases ol CCR shares nor
has NBT or its alliliates provided any financing 1o the

shareholder to purchase shares ol CCB, or for any other

purpose, since the new managemeni of NIB'T was installed
in 1992 and began purchasing shares in 1995, The Board
previously has noted that sharcholders may have similar
interests without being deemed 1o be making acquisitions
of shares in viotation of the CIBCA.? These allegations

have been carefully considered in light of all the facts of

record, including the submissions of CCB and NB'T. Bascd
ou this review, the Board does not believe (hat the record
in this case ndicates that NBT acted in concert with
another person or company (o acquire shares ol CCB in
violation of the CIBCA, or that NI controls or has
exercised o controlling influence over the managenient or
policics of CCB in violation of the BHC Act. As noted,
morcover, the passivity conmitinents made by NBT and
the supervisory authority ol the Board 1o enforce the com-

mitmients should address concerns relating 1o the ability of

NBT to controt CCB in the luture. The Board notes that, as
long as NBT docs not violate its passivily conuitments to
the Board, NB'T retains the right as a sharcholder 1o sell its
CCB shares.

Other Factors. The Board previously has stated that one
compaty need nol acquire control of another company in
order o substantially lessen competition between them,
and that the specific lacts of cach case will deternmine
whether a minority investment would have significant anti-
competitive clicets.'® NB'T and CCB do not compete di-
rectly in any relevant banking markets. Based on all the
facts of record, the Bourd concludes that the proposal
would not result in any significantly adverse effects on
competition or on the concentration ol banking resources
in any relevant banking market. The Board also concludes,
in light of all the facts of record, that the financial't and

tive ofticer attended a meeting with the sharcholder during which both
partics wged CCB management o test the market for selling CCB.

CCOB also maintains that NI provided the sharcholder with a copy of

the application that NI filed with the Board.

9. See Letter, dated May 214, 1991, from William W. Wiles, Seere
try ol the Board, 1o H. Rodgin Cohen,

10. See e.g., North Fork, Mansura, and Sundrise,

11 CCB contends that the Tact that NB'T recently emerged from a
bankruptey procecding, and that this proposed ivestment represents
approximately 13 pereent of the cquity of NI that would be invested

managerial considerations,' including the futwre prospeets
of NBT, CCUB, and their respective subsidiaries are consis-
tent with approval, us are the other supervisory factors the
Board must consider under section 3 ol the BHC Act.'
Considerations relating, to the convenience and needs of
the communitics to be served also are consistent with
approval ol this application.

Basced on all the facts of record, the Board has deter-
mined that this application should be, and hereby s, ap-
proved. The Board's approval is specifically conditioned
on compliance by NI with all the commitments made in
connection with this application, including the commit-
ments set forth in the Appendix. For the purpose ol this
action, the commilments and conditions relied on by the
Bouard in reaching its decision are deenied 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 Taw.,

The acquisilion ol shares ol CCB™s voting, stock shall
not be consummated before the filteenth calendar day
lollowing the elfective date of this order, and not later than
three months alter the eflective date ol this order, undess

on a passive basis, presents adverse finaneral considerations. The NBT
bankruptey proceeding, occunied under previous managenent, and
NB'I emerped from this procecding in 1992 with new management
and inan mmproved financial condition, NIT's consolidated capital
tattos, alter deducting the proposed investnient in CCB, reniun well
above the mimmum capital ratios required by the Board, Based on all
the facts ol record, including 1epoits of cxammation assessing the
tinancial resources of NB'T, the Boaed concludes that finanetal consid
crations are consistent with approval,

12, CCB argues that NB'T failed to disclose its prior etforts to
purchase CCB and this alleged Lulue indicates a lack of candor that
requires denial of the proposal, CCR atso asserts that the Board shoudd
not accept commitments from NBT at tace value. The Bowd notes
that NB'T s not required to disclose its eflorts to purchase shares of
CCR as long as NBT obtains Board approval prios to acquiring more
than 5 pereent of the voting shares ol CCBLAs part of 1ty evaluation of
the NB1Us managerial record, the Board has reviewed relevant exauni
nation repotts that, among other things, eviduate the record of s
management io complymg withi relevant legal and supervisory require
ments, The Board has full authority to enforee the commitments made
by NI'T,

13, The Board has carefully considered the fact that NBT has
acquired approximately 5.2 pereent of CCB’s voting shates without
the puor approval of the Board as requined under the BHC Act CC'B
contends that this level ol ownership also violates cortain fihng,
requiremients of the Securities and Exchange Conmmission ("SEC™),
NBT has responded that ic made good Lnth efforts 1o assure that it
would not acquire in exeess of 5 pereent ol the shares of CCB. NB'L
caleulated complianee with the S pereent tireshokd in the BEHC Act by
using a weighted averape of the outstandimg common stock and stock
equvalents of CCORUNBT has indicated that it has reduced the level off
its current sharcholdings in CCB 1o 4.9 pereent of common shares
outstanding  without reliance on outstanding but unexercised stock
options. Based on all the facts of recond, including reports of examina
ton assessing NBT’s managerial resources and compliancee with appli-
cable rules and regulations, the Board doces not believe that this matter
indicates that managerial or supervisory considerations required to be
considered under the BHC Act wre nconsistent with approval. The
Board has refened CCBR's complaint o the SEC, the federal agency
that adnunisters wd enforces lederal securities faws, Tor seview and
consideration, The Board also notes that NBT is preparing the appro
priate filing with the SEC
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such period is extended for good cause by the Board or by
the Federal Reserve Bank of Dallas, acting pursuant to
delegated authority.

By order ol the Board of Governors, cffective April 29,
1996.

Voting tor this action: Chairman Pro ‘Tempore Greenspan and
Governors Kelley, Phillips, and Yellen, Absent and not voting: Gover-
nor Lindsey.

JENNIFER J. JOHNSON
Deputy Secretary of the Bouard

Appendix

As part of this proposal, NBT has conmitted that it will
not, dircetly or indircetly:

(1) 'Take any action to cause CCB or any ol its subsidiaries
to become a subsidiary ol NB'T.

(2) Acquire or retain shares of CCB that would cause the
combined interests of NBT, its afliliates, ofticers, and dircc-
tors to equal or exceed 25 percent of the outstanding voting
shares of CCR.

(3) Excrcise or attempt to exercise a controlling influence
over thie management or policies of CCB or any of its
subsidiarics.

(4) Scck or aceept representation on the board of directors
ol CCB or any of its subsidiarics.

(5) Serve, or have or seek to have any representative of
NBT serve, as an oflicer, agent, or employee of CCB or any
ol its subsidiaries.

(6) Propose a director or a slate of directors in opposition
to any nominee ot slate of nominees proposed by manage-
ment or the board of directors of CCB or its subsidiaries.
(7) Solicit or participate in soliciting proxics with respect
to any matter presented 1o the sharcholders of CCB or its
subsidiarics.

(8) Altempt to influence CCRB’s or any of its subsidiaries™
dividend policies; loan, credit, or investment decisions;
pricing of services; personnel decisions; operations activi-
tics, including the location of any offices or branches or
their hours of operation, cte.; or any similar activities or
decisions of CCB or any of its subsidiarics.

(9) Enter into any other banking or nonbanking transac-
tions with CCB or its subsidiaries, except that NB1T may
establish and maintain deposit accounts with the bank
subsidiarics ol CCB, provided that the aggregate balance
ol all such deposit accounts does not exceed $500,000, and
provided that the accounts are maintained on substantially
the samie terms as those prevailing for comparable ac-
counts ol persons unaftiliated with CCR.

(10) Disposce or threaten to dispose ol shares of CCB in any
manner as a condition of specific action or non-action hy
C'CB or any of its subsidiaries.

Wilson Bank Holding Company
I.cbanon, Tennessee

Order Approving the Acquisition of a Bank

The Wilson Bank Holding Company, Lebanon, Tennessee
(“Wilson™), a bank holding company within the meaning
of the Bank Holding Company Act (“BHC Act), has
applied for the Board’s approval under section 3 of the
BHC Act (12 LLS.CL§ 1842) to acquire SO percent of the
voting shares of DeKalb Community Bank, Smithville,
Tennessee, a de nove state chartered bank (7 Bank).!

Notice of this application, alfording interested persons
an opportunity to submit comments, has been published
(61 Federal Register 5401 (1996)). The time for filing
comments has expired. and the Board has considered the
application and all comments received i tight ol the
factors sct Torth in section 3(¢) of the BHC Act.

Wilson, with total consolidated assets of approximately
$217.4 million, is the 27th largest commercial banking
organization in ‘Tennessee,  controlling  deposits  of
$188 million, representing less than | percent of total
deposits in commercial banking organizations in the state.”
Bank’s de novo entry into the Dekalb County, ‘Tennessee
banking market would enhance competition in that market.
Based on all the facts of record, the Board concludes that
consummation of this proposal would not have any signifi-
cantly adverse effects on competition or the concentration
of banking resources in any relevant banking market.

The Board has carefully considered comments fromn
Union Planters Corporation, Memphis, Tennessee (Pro-
testant™), maintaining that Bank’s name, “DeKalb Com-
munity Bank,” is substantially similar to the name Protes-
tant’s subsidiary bank previously used in Smithville,
“DeKalb County Bank & Trust Company™ (“Trust Com-
pany’).' Protestant contends that the similarity between
these names, and Bank’s employment of former ‘Trust
Companty ofticers, would cause customer confusion and
cnable Bank to compete unfairly for new customers.*

In reviewing applications filed under section 3 of the
BHC Act, the Board is limited to considering the specific
lactors set forth in the BHC Act.® Neither the language of

I. During the processing of this application, the proposed name of
Bank was changed from “DeKalb Bank & Trust Company” 1o
“DeKalb Community Bank.”

2. Asset data are as ol September 30, 1995,

3. Trust Company was merged with Union Planters Bank of the
Cumberlands, Cookeville, Tennessee, in June 1995 as part of an
internal reorganization by Protestant and has since operated in Smith-
ville as a branch ol that bank using the name *“*Union Planters Bank.”

4. Protestant also inaintains that Bank’s name would violate ‘Tennes-
see banking law, which requires the Commissioner ot Financial Insti-
tutions (*"Commissioner™) to find that the name ol o proposed bank
would not so closely resemble the name of a current or former bank
conducting business in the state as to cause confusion, TENN, COIIL,
ANN. § 45 2 205(b)(0) (1993). The Acting Commissioner approved
Bank’s application 1o establish a de novo bank to be known as
“DeKalb Community Bank™ on March 8, 1996.

5. See Western Baneshares, Ine. v. Board of Governors, 480 1.2d
749 (8th Cir. 1973). The BHC Act requires the Board to consider the




the BHC Act nor its legislative history indicates that the
similarity of naties ol banking orpanizations is a consider-
ation under the BHC Act. Congressional action repealing
the authority of other federal banking agencics o approve
the names of banks suggests that this issue should be
addressed through laws that are not administered by fed-
cral banking agencies.® Based o all the facts of record, the
Board concludes that Protestant’s comments regarding
Bank’s nanie do not raise issues that would warrant denial
ol this proposal under the Tactors required to be considered
in the BHC Act.

The Board also concludes that the financial and manage-
rial resources and future prospects of Wilson and Bank are
consistent with approval, as are the convenience and needs
considerations and other supervisory factors that the Board
is required to consider under section 3 of the BHC Act.’

Based on the foregoing and all the facts of record, the
Board has determined that this application should be, and
hereby is, approved.® The Board’s approval is specifically

competitive eftects of a proposal, the financral and manageral re
sources and [uture prospects of the organtzations mvolved, the conve-
nicnce and needs of the communities o be served, and other supervi-
sory factors.

0. In repealing the statutory authority of the Oflice of the Comptrol-
ler of the Currency to approve the names ol national banks in 1982,
the Congtess noted that “fajny confusion between bank names shall
be resolved under other laws, including the lederal Lanham Thade-
mark Act and state statwtory and commmon law principles of unfair
cotmpetition,” S, Rpt. No. 97 536, 97th Cong., 2d Sess. at 2K.

7. The Board has considered Protestant’s comentions that numerous
competitors more thau adequately serve the credit needs of the com-
munity and that an additional competitor could adversely aflect the
existing banks in this “over-banked™ market. Protestant supports
these arguments with several Boad orders denying applications in
patl because the applicant had not demonstrated unserved banking
needs in the commmity. See, c.g.. The Fust Vieginia Corp., 48
Federal Reserve Budletn 1103 (190.2); First Security Corp , 48 Fed
eral Reserve Bulletin 295 (1962). These decisions, however, predated
the 1966 Amendments to the BHC Act (P, 89 4K5; 80 Stat. 230),
which conformed the BIC Act’s Tactors to the criteria in the Bank
Merger Act (1., 89 350; 80 Stat. 7). Under these amendments, the
1956 BHC Act’s focus on whether adequate banking services were
provided o the public was shifted o a Tocus on whether a proposal
would substantially tessen competition or tesult in o monopoly. The
Board previously has noted, morcover, that the establishiment of a
de novo bank would have a positive eflect on competition in any
banking markel. See Adams Bank & Trust, 82 Federal Reserve Bulle-
tin 275 (19906). The Board also notes that Wilson’s existing subsidiary
bank received a “satisfactory” rating for performance under the
Community Reinvestment Act (“CRA”) af its most recent examina-
tion {or CRA performance [rom the Federal Deposit [nsurance Corpo
ration, its primary federal supervisor.,

8. Protestant has requested that the Board hold a public hearing or
meeting on this proposal. Section 3(by ol the BHC Act does not
require the Board to hold a public hewnng or meeting on an applica-
tion unless the appropriate supetvisory authonty for the bank to be
acquired makes a timely written recommendation ol denial. No super-
visory agency has recommended denial ol this proposal.

The Board may, in its discretion, hold a pubhic heanng or meeting
on an application to clarity factual issues and to provide an opportu
nity {or testinsony, il appropriate. 12 CIWRL 262 3(e) and 262.25(d). n
the Board’s view, all interested patties have had ample opportunity to
submil their views, and have, in fact, made witlen submissions that
have been considered by the Board in acting on this application.
Protestant’s request fails to demonstrate why ws substantial writien
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conditioned upon compliance with all the commitments
made by Wilson in connection with this application. For
purposes of this action, the commitments and conditions
relicd on in reaching this decision shall be deemed to be
conditions imposed in writing by the Board and, as such,
may be enforced in proceedings under applicable law.

This transaction should not be consummated belore the
fifteenth calendar day following the effective date ol this
order, or fater than three months after the effective date ol
this order, and Baok shall be open for business within six
months after the eflective date ol this order, unless such
periods are extended Tor good cause by the Federal Re-
serve Bank of Atlanta, acting pursuant to delegated author-
iy.

By order of the Board ol Governors, clfective April |,
1996.

Voting for this action: Chairman Pro Tempore Greenspan and
Governors Kelley, Lindsey, Phillips, and Yellen.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Orders Issued Under Section 4 of the Bank Holding
Company Act

The Bessemer Group, Incorporated
Woodbridge, New Jersey

Ovder Conditionally Approving a Notice to ngage
De Novo in Certain Nonbanking Activities

The Bessemer Group, Tncorporated, Woodbridge, New Jer-
sey (“Bessemer™), a bank holding company within the
meaning of the Bank Holding Company Act (“BHC Act™),
has applied for Board approval under section 4(¢)}(8) ol the
BHC Act and section 225.23 of the Board’s Regulation Y
(12 CHR. 225.23) 10 engage de novo through a wholly
owned subsidiary, Bessemer Asset Management, Inc., New
York, New York (“BAM™), in establishing and serving as
the general partner ol fimited partnerships (“Partner-
ships™)! that would invest in a wide variety of commodi-
tics and exchange-traded and over-the-counter instruments,
including:

comuments do not adequately present its allegations, or why a public
hearing or meeting is otherwise wannanted. Based on all the Tacts of
record, the Board has determined that a public mecting or hearing is
nol necessary to clarily the factual record i this application, or
otherwise warranted 1 thus case. Accordingly, Protestant’s request for
a public hearing o1 meeting on this application is hereby denied. "The
Roard also concludes that the record in this case is suflicient (o
wartant action on this application at this time.

I "The Partnerships would not register as investment companics
under the Investment Conmpany  Act of 1940 (15 U.S.C§ 80a |
et seq). Lach Partneiship would be timited to not more than
G0 investors.
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(1) All types of debt and equity sceurities, including
options and warrants on sccuritics and the securities of
foreign issuers;

(2) Interests in investment [uads that invest o futures
and options on Tutures on financial and non-linancial
commodities ("commaodity pools™);”

(3) Distressed debt instruments;

(4) Participations i loans;

(5) Foreign exchange, including spot and forward con-
{racts;

(0) Money market instruments, including bankers™ ac-
ceptances, commercial paper, money market mutuat
lunds, certilicates of deposit, and other deposit accounts
in LLS. or forcign banks;

(7) Palladium, platinum, gold, and silver coin and bul-
lion.

Notice of the proposal, affording interested persons an
opportunity to submit comments on the proposal, has been
published (60 Federal Register 40,111 (1995)), ‘The time
for filing comments has expired. and the Board has consid-
cred the notice and all comments received in light of the
public interest factors set forthy i section 4(e)(8) of the
BIC Act.

Bessemer, with total consolidated assets ol approxi-
malely $468 million, operates subsidiary banks in New
Jersey and New York.! BAM would register as a commod-
ity pool operator ("CPO™) with the Commodity Futures
Trading Commtission (CCLTC™) and. therefore, a portion
of BAM s activities would be subject to the recordkeeping,

reporting, fiduciary standards, and other requirements of

the Commodity xchange Act (7 U.S.CL§ 2 er seq.). the
CITC and the National Futures Association.

BAM would provide administrative serviees to the Part-
nerships and would be the general partner ol cach Partner-
ship with a nominal cquity interest in cach Purtnership.
BAM would not provide invesunent advice directly to the
Partnerships but would employ unafliliated investment ad-
visers to manage the investnients of the Partnerships pursu-
ant to parameters set by BAM. Interests in the Partnerships
would be privately placed with institutional customers? by
Bessemer’s subsidiary banks. Bessemer's subsidiary banks
also would provide certain services to the Partuerships, and
certain oflicers of Bessemer’s subsidiary banks would serve
as officers ol BAM.,

2. The Partnerships would purchase and sell detivative contracts on
precious metals and financial commodities, insttuments and indices
lor hedging purposes.

3. Asset dataare as ol December 310 1995,

4. Although the Pattnerships would not direetly mvest m futures or
options ot futures contracts for othier than hedging purposes, Besse-
mer has indicated that one or more of the Paninerships may invest a
substantial portion of ifs assets in commodity pools, which would
tequire BAM to register as a CPOL See CHIC huterpretive Letter
No. 93 57 (1993); CEFTC Inteypetive Letter Noo 91 6 (1991). The
interests purchased by the Partnerships woukd represent less than five
pereent of the outstanding voting seeurities of any commadity pool
and less than 10 percent of the total equity of any commodity pool.

S, 8ce [2 CHER225.2(p).

Bessemer has proposed that the Partnerships finance
asset purchases with debt. Bessemer has indicated that
leverage employed by the Partnerships would include mar-
gin credit from broker-dealers, reverse repurchase transae-
tions, and short sales,

Closely related to banking analysis

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 closcly related
to banking or managing and controlling banks as to be a
proper incident thereto.”” An activity may be deemed to be
closely related to banking if it is demonstrated that:

(1Y Banks generally provide the proposed services;

(2) Banks generally provide services that are operation-

ally or functionally so similar to the proposed services as

to cquip them particutacly well to provide the proposed

Services; or

(3) Banks generally provide services that are so inte-

erally related to the proposed services as to require their

provision in a specialized form.”

The Partnerships would invest in debt and cquity securi-
ties and distressed debt instruments.® Bessemer has stated
that investments in debt and equity securities and dis-
tressed debt would be made in accordance with limitations
contained in the BHC Act and in previous Board deci-
sions.”

The Partnerships also would invest in forcign exchange,
precious metals, certificates of deposit and other instru-
ments, ‘The Board previously has determined that it is
closely related to banking under the BHC Act for bank
holding companies to trade in all the instruments and
commodities proposed for the Partnerships, except palladi-

6. Bessemer has stated, however, that it would not permit any
Partnership that invests in distressed debt insteiments (o use borrowed
funds to purchase or carny distressed debt instruments or 1o use
distressed debt instruments as collateral o acquite other assets.

7. See National Courier Association v. Board of Governors of the
Federal Reserve System, 510 E2d 12290 1237 (D.CL Cire 1975). In
addition, the Board may consider any other basis that may demon-
strate that the proposed activity has a reasonable or close connection
ot relationship to bankig o managing or controlling banks. Sce
Board Statement Regarding Regulation Y, 49 Federal Register 800
CHO84y, Secnrities Indusiry Association v. Board of Governors of the
Federal Reseryve System, 4068 LS. 207, 210 211 0. 5 (1984),

8. The Board previously has permitied bank holding companices to
sponsor, organize and manage closed-end investment companies and
anregistered  limited  partnerships that invest in securities. See
12 CUER. 225.25¢hydy; 12 C AR, 225,125, Meridian Bancorp, Inc |
80 ederal Reserve Bullerin 7360 (1994) (" Meridian™).

9. See Meridian; Nonwest Corporation, 8t Federal Reserve Bulfetin
FI28 (1995) ("Nonwest™ ). Tor example, the Partnerships, together
with Bessemer and its other subsidiaries. would hold not more than
S percent ol any class of voting securities of any issuer, and not more
than 25 percent of the total equity, including subordinated debt, of any
issuer. [n addition, no directors, ofticers, or employees ol Bessemer or
its subsidiaries would serve as directors, ofhicers, or employees of any
issuer ol which Bessemer and its subsidiaries hold more  (han
10 percent of the total equity.



un ' Banks currently are permitted to engage in palladium
trading.'! Therefore, the Board has concluded that trading
palladitin coin and bullion is closely related to banking
within the meaning of section Ac)®) ol the BIC Act,

In connection with the proposed activities, BAM may
become a CPO. The Board previously has found that a

subsidiary ol a state member bank may serve as the CPO of

mvestiment funds engaged in purchasing, and selling [utures
and options on lutures on certain commodities.” In addi-
tion, the Board has permitted bank holding companies to
trade futures and options on futures on linancial and non-
financial conumodities." For these reasons, the Board has
concluded that serving as a CPO under the circumstances
of this case is closely related 1o banking.

Proper Incident to Banking Analysis

The Board is required by section d(e)(8) of the BIIC Act to
determine that the proposed activities can reasonably be
expected to produce benefits to the public, such as preater
convenience, increased competition, or gains in clliciency,
that outweigh possible adverse effects, such as undue con-
centration ol resources, decreased or unlaic competition,
conflicts of interest, or unsound banking practices.””t In
order to address potential adverse ellects that could artse
from the proposed activities, Bessemer has made a number
ol commitments regarding (he manner in which it would
conduct the proposed activities, including several commit-
ments previousty rehed on by the Board in evaluating
similar proposals.™

Capital treatment of the Partnerships

Because a subsidiary of Bessemer would be the sole gen-
cral partner for the Partnerships, with responsibility for
managing and overseeing the Partnerships, and because
Bessemer proposes that the Partnerships be feveraped with
debt, the Board believes that i0is particularly important in
this case that Bessemer maintain suflicient capital to ac-
count Tor the potential risks associated with its involve
ment with the Partnerships. The Bowd'™s Capital Adequoacy
Guidelines provide a framework for considering invest-
ments by bank holding companies in entities that the bank
holding company may cllectively control. Tn this repard,

1O, See 12CHR 225250, 12 CERD 22525(b)(10). The
Hongkong and Shanghar Banhing Corporation, 15 Federal Reserve
Baddletin 217 (1989) (bading toreign exchange in the spot and Torward
murkets); The Honghong and Shanghai Banking Corporation, 772
Federal Reserve Bulletin 315 (1986) (Lading money manhet instru
ments, bankers” acceptances and certificates ol deposits); Westpae
Banking Corporation, 13 Federal Reserve Bulletin 6F (1987) (hading,
eold and silver bullion and coin): Swiss Bank Corporation, 81 I'ederal
Reserve Bulletin 185 (1995 (" Swiss Bank™)

bl See, e.g., OCC Interpretive letter No, 683 (1995).

2. See Clhiemical Banking Coirporation, 82 Federal Reserve Buldle
tin 239 (19906). See also OCC Interpretive Letter No. <490 (1989,

3. See Swiss Bank.

P12 USO8 TRA3(CH8 ).

15, See Norwest; Meridian.
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the Guidelines note that experience has shown that banking
organizations stand behind affilinted institutions that have
expericnced losses in order o protect the reputation ol the
organization as a whole. In some cases, this has led to
losses that have exceeded the bank holding company’s
investment in the aftiliate.to

The Guidelines provide for consolidation of an entity
into the parent company’s financial statements for purposes
of computing compliance with capital adequacy require
ments when the parent’s control over the entity miakes the
entity the functional equivalent of a subsidiary. The Guide-
lines also provide alternatives to consolidation, such as
requiring that the bank holding company deduct its invest-
ment in the organization from its capital componenls,
applying an appropriate risk weighting, or requiring thal
the organization operate with capital ratios above the mini-
mum.

As noled above, Bessemer proposes that its wholly
owned subsidiary, BAM, serve as the general partner 1o
cach Partnership, Bessemer has proposed (o deduct its
cquity investiment in BAM in caleulating Bessemer’s repu
latory consolidated capital ratios, and argues that it should
not be required to consolidate the assets and labilitics of
the Parterships with Bessemer for regulatory capital pur
poses. "™ Bessemer states that deducting its investiment in
BAM from consolidated capital ratios would adequately
address the exposure ol the organization 10 the risks of the
proposed activities. While BAM s responsible for the
obligations of the Partnerships, Bessemer arpues thal
Bessemer would not be fiable Tor the debts and obligations
ol BAM or the Partnerships and that Bessemer’s exposure
to the proposed activities s linited to its investment in
BAM.Y Bessemer argues that consolidation of financial

16, See 12 CER 225, Appendin A (TTIB)(2).

1/, The Board's Capdal Adequacy Guidelines state that, i consid
ering the approprate treatment, the Board will generally take into
account whether:

(1) ‘The parent banking orpanization has signiicant influence over

the financial or managerial policies or operations of the subsidiay,

joint venture, o associited company,

(2) The banking organization is the Targest investor in the altilated

company; or

(3) Other circumistances prevail that appear (o tic activities of the

alfiliated company to the parent banking otganization. 2 CER.

225, Appendix A (1H(3)(2).

18, As analtemative, Bessemier has proposed that the liabilities of
the partnerships, exeept those liabilities (that are nonrecourse as 1o
BAM, be treated as puaintees by Besserier for purposes ol caleulat
ing Bessemer’s consolidated rish based capital ratios but not Bessem
er’s leverage ratio. [n the caleulation of sk based capital ratios, the
face amount of a guarantee, which constitutes an ofl-balance sheet
itew, is converted at 100 pereent to acredit equivalent amount, which
is penerally risk weiphted at 100 pereent,

19, Bessenier has committed that it witl not:

(1) Guarantee the obligations of BAM or the Pattnerships or enter

into any guarantee or simiku arranpement mtended 1o protect an

investor in a Partnership from losses associated with the mvestor’s
interest i the Pavinership;

12} Provide funds to BAM ot the Pattnerships to repay creditons or

mnvestors n the Parterships in (the cvent ol osses;

(3 Purchase assets Trom or sell assets to the Pastnetstups;

(b Extend credit to the Partnerships; or
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statemients is not required under Generally Aceepted Ac-
counting, Principles because BAM, while the only general
partner in the Partnerships, would own only o nominal
investient in the Partnerships.

The Board does not believe that deduction ol the nomi-
nal investment that Bessemer proposes (o make in BAM
adequately addresses the risks ol this proposal and the
potential exposure of Bessemer and BAM. BAM would
serve as the sole general partner ol the Partnerships and
would exercise exclusive control over the activities of the

Partnerships. The Partnerships would be subsidiaries ol

Bessemer for purposes of the BHC Act? I addition, the
Partnerships would employ leverage 1o fund their activi-
tics. As general partner, BAM would be liable for all of the
liabilitics ol the Partnerships. The Partnerships, on the
other hand, would not be subject (o any capital require-
ments,

Bessenier has stated thal it would not provide financial
support to BAM or the Partnerships in the event that the
Partnerships sufler losses. However, the Board does not
believe that Bessemer’s comniitments are an adequate sub-
stitute for capital in light of the significant pressure that the
failure of BAM and the Partnerships could have on the
reputation ol Bessemer, which could give rise to unforesee-
able difhiculties or motivate Bessemer o seek reliefl from
its commitments.’t These pressures could be particutarly
acute in this case because Bessemer has stated that it
expects that many of the investors in the Partnerships
would be current customers of Bessemer’s fiduciary busi-
ness. Inaddition, capital requircments serve as an cco-
nomic constraint on the amount of leverage i a conpany
and are therefore a sounder method of addressing potential
exposure  than commitments that leave unlimited  the
amount of potential exposure a company may accept. The
Board has adopted this approach in reviewing previous
proposals 1o engage in similar aclivities.” Based on a
carcful review of this case, the Board believes that it is
appropriate in this case for Bessemer to consolidate the
assets and liabifities of the Partnerships with the inancial
statements ol Bessemer Tor regulatory capital purposes.
Accordingly, the Board’s action in this case is subject to
the condition that Bessemer consolidate the assets and

(5) Purchase any limited partnership intetests in the Partnerships.

200 See 12 C IR 225.2(n).

21 Bessemer's proposal (o treat debts that e with recourse (o
BAM as guarantees for purposes ol caleulating Bessemer's consoli-
dated rish- based capital tatios does not adequitely addiess this con
cern. Bessemer’s proposal would pernnt unlinnted  growth ol the
Partnerships through nonrecourse debt without any increase in the
capital requuement ol Bessemer, 1 the Partnerslups were not able (o
meet their obligations on debt that s nonrecourse as to BAM, the
pressure on the reputatton of Bessenmer may not be matenally ditterent
trom the pressiie Bessemer would experience it BAM were nol able
o meet its obligations. In addition, Bessemer would not tieat debts
that are with recourse to BAM as gaatantees tor purposes ot caleulat-
mp Bessemer’s consolidated feverage tatios The falure o mclude
these guarantees in the caleulation ot Bessemer s consolidated lever-
age ratio would not adequately refledt the rvisks, other than the credit
risk, (o which the Partnerships would be subject.

22 See e g Meridian.

liubilities of the Partnerships with the financial statements
ol Bessemer for regulatory capital purposes.””

Rish Management

In evaluating previous proposals (o engage i trading activ-
ities mvolving substantial risks, the Board has reviewed the
rish management policies, procedures, systems and con-
trols established or proposed by the applicant 1o ensure that
proposed trading activities could be conducted in a safe
and sound manner.”t Bessemer has not as yet established
the risk management structure necessary to conduct the
proposced activitics, but has indicated that it would cestab-
lish an appropriate risk management structure prior o
engaging in the proposed activities. This structure would
include investment and position Himits Tor the Partnerships
aid separate limits for cach investoent adviser. BAM
would monitor compliance with trading limits through
computer system that BAM would develop. "The Board’s
action on this proposal is conditioned upon a future deter-
mination by the Board that Bessemer and BAM have
established computer, audit and accounting systems, inter-
nal risk management controls, and an operational and
management infrastructure capable of monitoring and con-
trotling, the risks inherent in the proposed activities.”

As patt of the Board’s evaluation of these factors, the
Board considers the flinancial and managerial resources ol
the notiticant and its subsicharies and the effect the transac
tion would have on such resources.’ Based on all the lacts
ol record, including the conditions described in this order,
the Board concludes that these financial and managerial
considerations are consistent with approval ol this notice.
The Board also expects that the conduct by Bessemer of
the proposed activities de novo would enhiance market
competition and provide greater convenience to Besse-
mer’s customers. For the reasons discussed above, and in
reliance on commitments made by Bessemer and subject to
the conditions in this order, the Board concludes that the
balance of public interest factors that the Board is required

23, Consolidation of the Partnerships could cause the investiments of
the limited partners (o comiprise a signiicant component ol” Bessen-
er’s regulatory capital. However, the limited partiers” investments
would not be available to absorb losses on the assets of most ol
Bessemer’s operations, Conttibutions of the limited partners: would
only be available 1o absorb losses on the Partnerships” assets. Accond-
ingly. in caleulating its regulatory capital ratios. Bessenier must de-
duct the anvestments of the Tited partners and o corresponding,
amount of assets of the Partnerships from the numerator and denomi
nator, respectively, of Bessenier’s consolidated capital ratios, "This
capital treatment is appropriate whether or not the proposed invest-
ment vehicles would be leveraged. See Nopwest at 1128 n.7.

24 See, e, Swiss Bank.

25. The Board believes that Bessemer must have in place appropri
ate procedures to address potential conflicts of interest that may arise
from the conduct of this activity, These procedures should include
disclosures and @ systemy, such as an oversight mechansi for mves
tors 1o review specific conflicts of interest.

200 See 12CHR. 22524 see also The Fuyi Bank, Lumited, 15
Federal Reserve Bulletin 94 (198YY; Baversche Veremnsbank AG, T3
Lederal Reserve Budletin 155 (1987,



1o consider under section 4(c)8) of the BHC Act is Tavor-
able.

On the basis of the Toregoing and all the {acts ol record,
including the commitiments Turnished by Bessemer, the
Board has determined that the notice should be, and hereby
is, approved, subject to all the terms and conditions ol this
order. The Board’s approval of this proposal extends only
to activities conducted within the limitations of this order,
including the Board’s reservation of authority to establish
additional limitations to cnsure that Bessemer’s activities
are consistent with salety and soundness, contlicts ol infer-
ests, and other relevant considerations under the BHC Act.
Engaging in the proposed activities i any manner other
than as approved in this order is not within the scope of the
Board’s approval and is not authorized for Bessemer.,

As stated above, the Board’s action on this proposal is
conditioned upon Besscmer and BAM establishing ade-
guate controls and systems to manage and monitor the
risks associated with the proposed activitics. On notifica-
tion by the Board that this condition has been satislicd,
Bessemer may immediately conunence the proposed activ-
itics.

The Board’s deterniination also is subject to alf the terms
and conditions set forth in Regulation Y, including, those in
sections 225.7 and 225.23(b), and to the Board’s authority
to require modification or termination of the activitics ol a
bank holding company or any ol its subsidiarics as the
Board finds necessary (o assure compliance with, and 1o
prevent evasion ol, the provisions of the BIC Act, and the
Board’s regulations and orders issucd thercunder. 'The
Board’s decision is specitically conditioned on compliance
with all of the commitments made by Bessemer in this
notice, including the commitments discussed in this order,
and the conditions set lorth in this order and in the above-
noted Board regulations and orders. For purposes ol this
action, these commitments and conditions are deemed (0
be conditions imposed in writing by the Board in connec-
tion with its findings and decision, and, as such, may be
enforced in proceedings under applicable law.

By order of the Board of Governors, cficetive April 24,
1996.

Voting for this action: Chaiiman Pro Tempore Greenspan and
Governos Kelley, Lindsey, Phillips, and Yellen.

JENNIFER J. JOINSON
Deputy Secretary of the Board

Woodlorest Bancshares, lnc.
Houston, Texas

Order Approving « Notice to Ingage in
Securities-Related and Data Processing Activities

Wood{orest Bancshares, Inc., Houston, ‘Texas (C“Woodlor-
est™), @ bank holding company within the meaning ol the
Bank Holding Company Act ("BHC Act™), has filed a
notice for the Board’s approval under section 4(¢)(8) of the
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BHC Act (12 UL.S.C§ 1843(e)8)) and section 225.23 ol
the Board’s Regulation Y (12 CUFR, 225.23) to acquire up
to 8O pereent ol the voting shares ol Mutual Money Invest-
ments, Inc. (dba 'I'vi-Star Financial), Houston, Texas
("Company ™)t and thereby engage through Company in
the following nonbanking activitices:

(1) Providing sccuritics brokerage services us permitted

under section 225.25(b)(15) of Regulation Y (12 CIER.

225.25(b)(15));

(2) Underwriting, and dealing in government obligations

and money market instruments (“bank-cligible securi-

ties™) as permitied under section 225.25(b)(16) of Regu-

lation Y (12 CLER. 225.25(0)(16));

(3) Providing data processing services as permitied un-

der section 225.25(b)(7) ol Regulation ¥ (12 CUER,

225.25(0)(); and

(4 Purchasing and selling all types ol sceurities on the

order ol customers as a “riskless principal.”

Naotice ol this proposal, aflording interested persons an
opportunily (o submit comments, has been published (61
Iederal Register 2832, 7520, and 10,581 (1996)). The time
for filing comments has expired, and the Board has consid-
cred the proposal and all comments received in light of the
factors sct forth in section 4(c)(8) of the BHC Act.

Woodforest, with total consolidated asscts ol approxi-
mately $271 mittion, is the 64th largest banking organiza-
tion in Texas and operates one subsidiary bank in the
state.” Company s, and will continue to be, a registered
broker-dealer with the Securities and Excliange Commis-
ston (“SECT), and is a member of the National Associa-
tion of Sccuritics Dealers, Inc. (“*NASD”). Therclore,
Company is subject to the recordkeeping, reporting, fidu-
ciary standards ol the Securities Exchange Act of 1934
(15 LLS.CL§ 78a et veq.), the SLC, and the NASD,

Section Hc)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 “so closely related
to banking or managing or controlling banks as to be a
proper incident thereto.”t As noted above, the proposed
securitics brokerage, underwriting and dealing in bank-
cligible sccuritics, and data processing activities have been
determined by regulation to be closely related to banking
for purposes of section 4(c)(8) ol the BT Act.! Woodfor-
est has committed that Company would conduct these
activities in accordance with the limitations in Regula-
tion Y and the Board’s orders relating to these activities.

1. Woodlorest initially would acquite approximmately 33 percent of
the voting shares of Company and would have the option, exercisable
over a live-year petiod commencing one year [rom the date of
consummation of this tausaction, to acquire additional voting shaes
to increase its ownership interest to 80 percent.

2. Asset datacare as of December 31. 1995,

32 US.CL§ IBABCHR).

412 CER22525(0)(15), (16), and (7).
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Riskless Principal Activities

“Riskless principal™ s the ferm used in the sccurtties
business to refer to a transaction in which a broker-dealer,
after veceiving an order from a customer to buy (or sell) a
seeurity, purchases (or sells) the security Tor its own ac
count to ollset a contemporancous sile (o (or purchase
from) the customer. “Riskless principal”™ ansactions are
understood in the industry to include only transactions in
the secondary market. Thus, Company would not act as a
“riskless principal™ o selling seeurities on the order ol a
custonmer that is the issuer of the seeurities to be sold or in
any transaction in which Company has a contractual agree-
ment to place the securities as agent of the issuer. Company
also would not act as a rishless principal™ inany transac-
tion involving a seeurity for which it makes a markelt,

The Board has determined by order that, subject to a
number of prudential limitations that address the potential
for conflicts ol mterests, unsound banking practices, or
other adverse eltects, the proposed riskless principal™
activitics are closely related to banking within the meaning
of scction 4(c)(&) ol the BIHC Act.® The Board also has
determined that purchasing and selling seeurities on the
order ol investors as a “riskless principal™ does not consti-

e underwriting or dealing uy seeurities for purposes ol

section 20 ol the Glass Steagall Act (12 ULS.CL§ 377), and
that revenue derived frony this activity is not subject to the
10-percent revenue limitation on underwriting and dealing
in securities that banks are not authorized to underwrite
and deal in directly (" baonk-incligible sccurities™)./

Woodlorest has committed that Company will conduct
its “riskless principal” activities using the same mcethods
and procedures, and subject (o the same prudential limita-
tions, as those established by the Board in Bankers Trust
and S Morgan ¥ including the comprehensive framework
ol restrictions imposed by the Board in connection with
underwriting and dealing in securitics, whiclt were de-
signed to avoid potential conflicts ol mterests, unsound
banking practices, and other adverse eflects.

5. 8¢e SEC Rale [Ob-10. 17 CHR. 249 10h 1OGOIS)H().

6. See J P Morgan & Company Incorporated, 76 Federal Reserve
Buglletin 26 (1990) ("L Morgan™ ), Bankers Trust New York Corpo-
ration, 715 Federal Reserve Bulletin 8209 (1989) (" Bankers {rust™).

7. 8ee Bankers Trust at 831 833,

8. Among the prudential hmations detaded more Tully in Bankers
Trust and P Morgan e that Company will niuntain specific records
that will clearly identity all “riskless principal™ transactions, and that
Company will not engage wany Uriskfess prmerpal™ tansactions tor
any secutities caried inits mventory, When acting as i “rishless
principal,” Company will engage only in transactions in the secondary
marhet, and not on the order of @ customer that s the issuee of the
secnrities o he sold, and will not act as Uoshless pancipal™ inany
transaction involving a seeurity for which it makes @ market, or hold
itself out as making a nuuket mthe secunties that it buys and sells as a
“riskless principal.” Maorcover, Company will not engage in “riskless
principal” transactions on behall of any foreign affibiates that congage
in securities deabmg activities outside the United States, and will not
act as nskless principal™ for registered investment company secun-
ties. Inaddition, Company will ot act as a Uriskless principal”™ with
respecet to any seeutties ob investment compantes that are advised by
Woodtorest o any of its aftiliates.

Proper lucident to Banking Standard and Other
Coustderations

In order to approve this proposal, the Board must deter
mine that the proposed activities are a proper incident to
banking, that is, that the performance ol the proposed
activitics by Company “cun reasonably be expected to
produce benefits o the public, suchi as greater convenienee,
increased competition, or gains in cfficicncy, that outweigh
possible adverse elfects, such as undue concentration off
resources, decrcased or unlair competition, conlflicts ol
interests, or unsound banking practices.™

As part of its evaluation of these Tactors, the Board
considers the financial and managerial resources ol the
notificant, its subsidiaries, and the company to be acquired,
and the eltect the transaction would have on those resoure-
¢s.10 Based on all the Tacts of record, the Board concludes
that financial and managerial considerations are consistent
with approval of this notice. 't

The Board expects that the enty ol Company into the
market for the proposed services would provide added
conventicnce o Woaodforest’s customers and  would 1n-
crease the fevel of competition among existing providers ol
those services. For the reasons discussed above, and in
reliance on all the commitments made in connection with
this notice and the conditions discussed in this order, the
Board belicves that the proposal is not likely to result in
decreased or untair competition, conflicts ol mterests, un-
sound bankig practices, undue concentration ol resources,
or other adverse cffects not outweighed by the public
benefits. Accordingly. the Board has determined that the
performance of the proposed activities by Company can
reasonably be expected 1o produce public benetits that
outweigh possible adverse effects under the proper incident
to banking standard of scction 4(¢)(8) ol the BIHC Act.

912 LLS.CU 8 I8A3(CH8&).

10, See 12 CHRC 225200 See also The Fuji Bank, Limited, 75
lrederal Reserve Bulletin 94 (1989) Bayerise e Veremsbank AG, 13
Federal Reserve Bulletin 155 (1987).

1 The Board previously has expressed coneern that joint ventures
ndght lead o a mattix of relattonships between co-venturers that
could break down the legally mandated sepavation ol banking and
commerce. See, e, The Mavbaco Company and Equatable Bancor
poration, 09 Federal Reserve Bulletin 375 (1983), "The Board has
stated that this concern s particularly acute where the joint ventuie
involves arelationship between a bank holding company and a sceuri
ties firm, and the potential exists for the mingling ol pernussible and
impermissible secwities activities, See Amsterdam Rotterdan: Bank,
NYLT0 Federal Reserve Bulletin 835, Hhe Chuo Trust and Banking
Company, Lintited, 18 Federal Reserve Bulletn 446 (1992), In this
case, Company engages only in securities and other nonbanking
activities that are permissible for bank holding companies under
section <He)8) ol the BHC Act. Morcover, Woodlorest would engage
through Company in the proposed activities i a nanner consistent
with previously approved joint ventare proposals, and has made a
number of comnutments simtlar to those the Board has telicd on in
prior joint venture cases. See Appendix.



Conclusion

Based on all the lacts ol record, meluding the commit
ments made by Woaodtorest, the Bowrd has determined (o,
and hereby does, approve this notice subject to all the
terms and conditions set forth in this order and in the
regulations and orders referred 1o above that relate to the
proposed activities. The Board’s approval 1s specifically
conditioned on comphiance with all the commitments made
in connection with this proposal and the conditions re
lereed o in this order, The Board™s detenmination also s
subject 1o all the terms and conditions set forth in the
Board’s Regulation Y. including, those in sections 225.7
and 225.23(p) (12 CHRL 2257 and 2252 3(p)), and to the
Board’s authority to require such modification or termina-

tion ol the activities of a bank holding company or any ol

ils subsidiaries as the Board finds necessary (o assure
complianee with, and (o prevent evasion of, the provisions
of the BHC Act and the Board’s regulations and orders
issued thereunder. These commitments and conditions shall
be deemed to be conditions imposed i owriting by (he
Board in connection with its findings and decision, and, as
such, may be enforced in proceedings under applicable
law.

This transaction shall not be conswnmated later than
three months alter the effective date of this order, unless
such period is extended for good cause by the Board or by
the Federal Reserve Bank ol Dallas, acting pursuant (o
delegated authority.

By order ol the Bowd of Governors, ellective April 8.
1996,

Voting (o1 this action: Chaitman: Pro Tempore: Greenspan and
Governors Kelley, Phillips, and Yellen, Absentand not voting: Gover
not Landscy.

JENNIFER ), JOHNSON
Deputy Secretary of the Board

Appendix

{1y Company will not cngage in any additional activities
without Woodforest's knowledge and consent, as well as
prior authorization from the Federal Reserve System, I it is
determined that Company engages inany seeuritics aclivity
that is impernnssible Tor a state member baok under the
Gilass Steagall Act or any activities that are impermissible
for bank holding companics under the BHC Act, Woodfor
ost will cause Company (o erminate such impernissible
activities or Woodforest will ternmnale its interest in Com-
pany.

(?y Woodforest will not solicit business on behall ol any
co-venturer or s affiliates (other than Company).

(%) Woodtorest and its sabsidiarics will act at adl times on an
ar’s- length basis in deciding whether (o extend eredit to
Company, any co venturer or its alliliates, or competitors of
Company or any co-venturer or its alliliates, and Woodlor
estand its banking subsidianes will not ke into account
the fact that a potential bortower could be @ competitor of
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Compaty or i co-venturer or ibs alliliates e determining
whether to extend credit o that borrower.

(4y Company will observe the anti tying provisions ol the
Bank Holdmge Company Act Amendments of 1970 and the
anti ymy provisions ol the Bowd's Regulation Y, as
amended, including the tying restrictions set forth in section
22577 (12 CER. 225.7). Company will be treated as an
alliliate for purposes ol sections 23A and 238 of the Federal
Reserve Actand as a subsidiary ol a bank holding company
within the micaning of the BHC Act (12 US.CL§ 18H(d)).

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

First Hawatian, Inc.
Honolulu, Hawaii

Application 1o Establish Bunk and Notice 1o Engage in
Nonbanking Activity

First Hawaiian, Inc., Honolulu, Hawaii (“First Flawai-
ian’"y, a bank holding company within the meaning of the
Bank Holding Company Act C*BIHC Acc”), has applied Tor
the Board’s approval under section 3 ol the BIHC Act
(12 USO8 1842y 1o establish a de sovo bank, Pacific One
Bank, Portland, Oregon (*Orcgon Bank ™).t First Hawainan
also has requested approval under section 4e)(8) ol the
BHC Act (12 U.5.C, § 1813(¢)R8)) and section 22523 ol
the Board’s Regulation Y (12 CUFR, 22523) ol ils notice
lor its savings association subsidiary, Pioneer Federal Sav
ings Bank, Honolulu, Hawaii ("Pioneer”) 1o acquire five
branches of LS. Bancorp, Porthand, Oregon (CUSR™Y, in
Waushington.’

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published (61
Federal Register 725 and 11,009 (1996)). The time for
liting comments has expired, and the Board has considered
the applications and notice and all conments received in
tipht of the factors set Torth in sections 3 and 4 of the BHC

Act.

Lo Fist Hawadian, through Oregon Bank would acquire 26 branches
1n Oregon and one branch in [daho fronm baek and theilt subsidiaries ol
U.S. Bancorp, Porland, Orepon ("USRB™) USB would sell these
branches as part of (s divestiture comnutments in connection with s
acquisition of West One Bancorp, Boise, Idaho. See (785, Bancorp, 82
Federal Reserve Bulletin 176 (1990) (USHE Onder™). Fust Hawaan
would acquire the daho branch by acquring Idaho Fiest Bank, Boise,
ldaho ("ldaho Bank ™), from USB and inmnediately sefling all the
hank s assets o another USH subsidiary bank. Idaho Bank then would
acqune USB's Werser, Idaho, branch and innneduately meipe with and
into Oregon Bank, First Hawaiian has applied for the Board's ap-
proval under section 3 ot the BHC Act to acquire Idiho Bank.

2. Pioneer would acquite four ranches carrently operited by sub
sidiary banks of USB and (he physieal Tacdlities ol a Lt branch m
Kennewick, Washington, where Pioneer would estabhish o de wovo
branch. 'The Tout tull branches would be sold by USB as part of USRS
divestiture commitinents it Washington deseribed i the USB Order,
This acquisition is subjecet to the approval ol Pioneer's primany federal
supervisor, the Oftice of Thiift Supervision (COTS™).
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First Hawaiian, with total consolidated assets of approx-
imately $7.4 bitlion, operates two banks and one savings
association in Hawaii.* First Hawaiian is the second largest
insurcd depository organization in Hawaii, controlling ap-
proximately $4.8 bitlion in deposits, representing, 27.8 per-
cent ol all deposits in insured depository organizations in
the state (“state deposits™). After consummation of this
proposal, First Hawaiian would become the seventh largest
insured depository organization in Oregon, controlling
approximately $541 million in deposits, representing
2.1 pereent of state deposits in Oregon. Fiest Hawaiian also
would become the 15th fargest insured depository organi-
zation in Idaho, controlling approximately $48 miltion in
deposits, representing fess than 1T opereent of 1daho state
deposits, and the 46th largest insured depository institution
in Washingtou, controlling approximately $124 million in
deposits, representing less than | percent of state deposits
in Washington,

2

Interstate Analysis

Section 3(d) of the BHC Act, as amended by section 101 off

the Ricgle-Neal Interstate Banking and Branching Effi-
ciency Act of 1994, allows the Board to approve an appli-
cation by a bank holding company to acquire control of a
bank located in a state other than the home state of such
bank holding company. if" certain conditions are met. For
purposes ol the BHC Act, the homie state of First Hawaiian
is Hawaiit As noted above, First Hawaiian, in the course
of this transaction, would establish a de novo bank in
Oregon and acquire a bank in [daho. The conditions enu-
merated in section 3(d) for an interstate acquisition are met
in this casce.” In view of all the facts of record, the Board is
permitied to approve this proposal under section 3(d) of the
BHC Act.

As part of this transaction, Pioneer, which is a federal
savings bank owned by First Hawaiian, would acquire five
branches of USB in Washiimglon. ‘Fhe Board previously has
considered a proposal by a federal savings bank to operate

June 30, 1995,

4. Pub. L. No. 103 328 108 Stat. 2338 (1994). A bank holding
company’s home state is the stte in wineh the operations of the bank
holding company’s banking subsidianies were principally conducted
on July 1, 1966, or the date on which the compuny became a bank
holding company, whichever is later

5,12 U8.C §§ 1842(DCHYA)Y and (B) and {82(D2HA) and (B).
Fiest Hawainm is adequately capitadized and adequately managed. All
banks from which Oregon Bank would acquire branches have been
existence and have continuously operted for mote than five years,
and the Orepon and [daho bankig supetvisors have determined that
Oregon Bank and [daho Bank, respectively, would satisty the mini-
mum charter age requirements under apphcable Oregon and [daho
law. [n addition, on consunmmation of this proposal, First Hawaiian
and 1ts adhliates would control Tess than 10 percent ot the total amount
of deposits of insured depository iistitutions i the United States, and
less than 300 percent of the totab amount ot deposits of insured

depository institutions in Oregon or Idaho. All other requirements of
section 3(d) ol the BHC Act also would be met on constmmmation of

this proposal.

3. Asset data are as of September 30, 1995, Deposit data are as of

branches interstate and has concluded that such operation
is permitted under the existing branch authorization for
federal savings associations and is consistent with the
regulatory framework applicable (o savings associations
under the BHC Act.”

Competitive and Other Considerations

First Hawaiian currently does not operate an insured depos-
itory institution in Oregon, Idaho, or Washington, Basced on
all the facts of record, the Board concludes that this pro-
posal would not have an adverse effect on competition or
the concentration of banking resources in any relevant
banking market. The Board also has determined, in light of
all the facts of record, that the financial and managerial
resources and the future prospects of First Hawaiian and its
subsidiaries are consistent with approval, as are the other
supervisory factors the Board must consider under section
3 of the BHC Act.’

Convenience and Needs Considerations

In acting on an application under section 3 of 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 Commu-
nity  Reinvestrient Act (12 U.S.C. § 2901 et seq.)
(""CRA”).* The CRA requires the lederal financial supervi-

6. Scction 4(c)(8) of the BHC Act and the Board’s regulations do
not prohibit the operation of interstate branches by a savings associa-
tion owned by a bank holding company. See BankAmerica Corpora
tion, T8 Federal Reserve Bulletin 707 (1992), Scction 5(r) ol the
Home Owners Loan Act of 1933, enacted by the Garn St Germain
Depository Institutions Act of 1982, permits a lederal savings associa-
tion to operate branches outside the association’s home state if the law
of the host state would permit the branch to be established by a
savings association chartered by the state where the home oftice of the
tederal savings association is located. 12 US.CL§ 1464(0)2UCY); see
also 57 Federal Regrster 12,206 1,12 (1992), The OIS has indicated
that Proneer’s proposed Washinglon branches satisty this test, and the
O1'S has approved Pioneer's application to establish a de nove branch
and is considering Pioneer’s application 1o acquite the other proposed
branches in Washington. In addition, the Washington banking supervi-
sor has advised the Board informally that this transaction is not
prohibited under state faw,

7. A commenter asserfed that First Hawaiian faifed to divest certain
branches as required by the Board and the Department of Justice
("DOIT) in connection with First Hawaiian’s acquisition ol First
Interstate Bank of Hawaii, Honolulu, Hawaii. See First Hawaiian,
Ine., 77 Federal Reserve Bulletin 52 (1991), This divestiture wis
subject 1o court supervision. On March 5, 1996, the UL.S. District Court
for Hawaii, with the agreement of the DOJ, permitted Fiest Hawaiian
to divest the three remamig banches to a finance company. The
Board also permitted First Hawaiian to modity its original divestiture
proposal to the extent necessary to comply with the district cout’s
ordets. See Board letters dated May 1, 1991, and March 14, 1996, to
[.ee Meyerson, Esq., and Howard Karr, respectively. First Hawaiian
has comipleted its divestitures consistent with these proceedings.

8. 'The Board previously has determined that the CRA by its teims
generally does not apply to applications by bank holding companies to
acquire nonbanking companes under section 4(¢)(8) of the BHC Act.
See The Mitsui Bank, Lid. 76 Federal Reserve Bulleiin 381 (1990),
The Board also has stated that, unhke other companies that may be



sory agencies to encourage linancial institutions to hielp
meet the credit needs of the focal communities in which
they operate, consistent with their safe and sound opera-
tion. 'fo accomplish this end, the CRA requires the appro-
priate federal supervisory authority 1o “assess the institu-
tion’s record of meceting the credit needs of its entire
community, including low- and moderate-income neigh-
borhoods, consistent with the safe and sound operations of
such institution,” and to take that record into account in the
evaluation of bank expansion proposals.”

The Board received comments from the Nation ol Ha-
wail (“Protestant”) generally alleging that Fiest Hawai-
jan’s lead subsidiary bank, First Hawaiian Bank, Honolulu,
Hawaii (“Hawaiian Bank™), has (ailed to hefp meet the
credit needs of low- and moderate-income (“LMI) resi-
dents, and in particular, illegally discriminates in its lend-
ing practices against Filipinos and native Hawaiians in the
Honolulu MSA.'® Protestant also contends that 1lawaiian
Bank’s marketing and efforts to rcach Filipinos and native
Hawaiians arc inadequate.

The Board has carefully reviewed the CRA performance
records ol the insured depository institutions controlled by
First Hawaiian, particularly the relevant reports ol exani-
nation of CRA performance. ‘The Board also has carefully
considered the comments received, Tirst Hawaiian's re-
sponses, and all other refevant facts of record in light of the
CRA, the Board’s regulations, and the Statement of the
Federal Financial Supervisory Agpencies Regarding the
Community Reinvestment Act (“Agency CRA - Stale-
ment”).

A. CRA Performance Fvaluations of First Hawaiian

The Agency CRA Statement provides that a CRA examina-
tion is an important and often controlling factor in the
consideration ol an institution’s CRA record and that re-
ports ol these examinations will be given great weight in
the applications process.'” Hawailan Bank, which controls
approximately 84 percent of the total consolidated assets of
First Hawaiian, received a CRA performance rating of
“outstanding” from its primary federal supervisor, the

acquited by bank holding companics under section 4(¢)(8) ol the BHC
Act, savings associations ate depository institutions, as that term is
defined in the CRA, and thus acquisitions of savings associations are
subject to review under the express terms ol the CRAL See Norwest
Corporation, 70 Federal Reserve Bulletin 873 (1990).

9,12 U.8.C. § 2903,

10. Protestant provided data that compare Hawaiian Bank’s record
of providing home mortgage otginations and refinancings frony 1988
1o 1994 in thiee census tracts in the Honolulu MSA with the highest
percentage Filipino or native Hawaiian population to the three census
tracts in the Honolulu MSA with the highest pereentage Japanese o1
nonminority population. Protestant also provided 1993 and 1994 data
on loan applications, originations, and denials by Hawaiian Bank and
all of First Hawaiian’s subsidiaries in the three census tracts with the
highest percentage Fifipino and native [lawaiian popufation and re-
ported ancedotally that Hawaiian Bank’s record of lending on native
Hawaiian homelands is inadequate.

1. 54 Federal Register 13,742 (1989).

12.1d. at 13,745,
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lederal Deposit Insurance Corporation (“FDIC™), in its
most recent examination for CRA performance, as of
March 1995 (“Ilawaiian  Bank FExamination™). irst
Hawaiian Creditcorp, Inc., Honolulu, Hawaii (“Credit-
corp”), also received a CRA performance rating of “out-
standing™ [rom the FDIC in its nmiost recent examination
for CRA performance as of May 1994, and Pioncer re-
ceived a CRA performance rating ol “satislactory™ from
its primary federal supervisor, the OTS, in its most recent
examination for CRA performance as ol October 995,11

B. HMDA Data and lending Activitics

The Board has carcfully reviewed data collected under the
Home Morigage Disclosure Act (C“HMDA™) for Hawaiian
Bank, Pioncer, and Creditcorp during 1993 and 1994, in
light of Protestant’s allegations regarding Hawaiian Bank’s
record of housing-related lending to LMI and minority
individuals. These data indicate that First Hawaiian s
making cllorts to help meet the credit needs of residents of
predominately Fitipino and native awaiian arcas and LMI
arcas in the Honolulu MSA. For cxample, in 26 census
tracts in the Honolulu MSA with majority Filipino or
native Hawaiian residents, which represent 15.2 percent of
the total population in the Honolulu MSA" [Hawaiian
Bank increased the percentage of its HIMDA-reported loan
originations from 7.1 percent in 1992 to 12,1 percent in
1994, All of First Hawaiian’s subsidiaries increased the
pereentage of their HMDA-reported loan originations in
these census tracts from 7.7 percent in 1992 to 13 percent
in 1994,1>

I 49 [LMI census tracts in the Honolulu MSA, represent-
ing 24.8 pereent ol the total population in the Tonolulu
MSA, Hawaiian Bank increased the percentage of its
HMDA-reported loan originations {rom 7.7 percent in 1992
to 8.5 pereent in 1994, and all First Hawaiian subsidiarics
originated 10.2 percent of their HMDA-reported loans in
LMI census tracts in both 1992 and 1994, First Hawaiian
also increased the percentage of loan applications from
LML census tracts for which it originated loans from ap-
proximately 65 pereent in 1993 to approximately 79 per-
cent in 1994,

The Board also has carcfully considered Protestant’s
allegations ol disparities in the rate of loan applications,
originations, and denials in three census tracts in light of all
the facts of record. The Board recognizes. however, that

13, All of USB’s subsidiary banks involved in the sale of branches
to Lirst Hawalian received “satisfactory” or “outstanding”™ CRA
petformance ratings rom theiv primary federal supervisors in their
Most reeent examinations,

14, Filipino and native Hawaiian populations were idenuficd on the
basis of 1990 U.S, census data. "These data, like the data provided by
the Protestant, focuses on loans to residents of these census tracts.
Under HMDA, foans made to Filipinos or native Tlawaiians e
included in the catepory ol Astan/Pacific Islander tor reporting pur-
POSeS.

15, This exceeds the percentage of HMDA-reported loan origina-
tions for lenders in the aggregate m these census tracts during, the
same period which increased rom 8.7 percent to |17 percent.
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HMDA data alone provide wir incomplete micasure ol an
institution’s lending i its community. The Board also
recognizes that HIMDA data have Timitations 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 in light of information from the FDIC and the OTS,
the primary supervisors ol First Hawaitan's depository
subsidiaries. ‘The most recent examinations ol these institu-
tions found no practices that were intended to discourage
credit applications, nor were there any findings of prohib-
ited discrimination or illegal credit practices. All institu-
tions also were Tound o be in compliance with applicable
fair lending faws and regulations. In addition, in connec-
tion with the Hawaitan Bank Examination, an analysis was
conducted ol HMDA-reported loans in 30 census tracts
located throughout Hawaii, representing 14 percent ol alt
census tracts in the state with majority Filipino or native
Hawaiian populations, based on 1990 1LS. census data.
This analysis indicated a reasonable loan penctration in
these census tracts and showed no evidence that Filipinos
or native Hawaiians were subjected to disparate treatment.

Hawaiian Bank participates in a number of” housing-
related financing programs designed to assist in meceting,
the housing needs of LMI individuals. For example, the
bank makes loans and cquity investments in affordable
rental projects. Examiners noted that as of March 1995
Hawaiian  Bank  had  funded  three  projects  totalling
$22.1 million for the construction of 235 rental units. ' The
bank also actively supports the Hawaii Community Rein-
vestment  Corporation  (CTCRC™), which  manages  a
$50 million revolving loan fund, lunded by I8 f(inancial
institutions, to finance rental housing projects for 1L.MI
tenants. Hawaiian Bank’s commitment to this loan fund is
$11.9 million, which is 23.8 percent of the Tund. During
the period covered by the Hawaiian Bank Examination, the
bank funded $10.4 million for 14 loans through this pro-
gram. In addition to its commitment to the fund, Hawaiian
Bank participated with cight other HCRC lenders in the
purchase of more than $18 million ol loans from the
progranm to increase the loan fund’s lending capacity.t’

The Hawaiian Bank lixamination also found that the
bank had implemented flexible lending criteria in o its
housing-related lending programs. For example, lending
guidelines for home mortgage foans have been modified to
allow applicants 1o use utitity bills and rent payments to
establish a credit history and to treat nontaxable income as
cquivalent taxable income. Under the Alfordable THome

16. During the second quarter ol 1995, the bank executed a subserip-
fion of %5.5 nullion in the Hawaii Aftordable Housmg Tund L This
fund, with (otal subscriptions ol $19.7 million from [ financial
institutions, invests in low-inconie tental housing projects qualilying
tor low-income housing tax credits.

17. At the end of 1995, the bank had $3.7 million of loans outstand-
ing i the loan fund, and had committed $5.5 million (o a sccond
revolving loan fuid, managed by a subsidiny of TICRC, to finance
low-income rental houstmg projects,

Loan Program, first time home buyers may qualify for
reduced foan fees and casier qualifying guidelines for
adjustable rate mortgages. Hawaiian Bank has agreed 1o
provide financing for up to 70 single family homes on
Oahu Island being constructed by first time home buyers,
and made cight loans under this program in 1994, Also in
1994, in light ol certain legal restrictions applicable 1o
lending to residents residing on native Hawaiian home
lands. Hawaiian Bank established home improvement and
downpayment loan programs in conjunction with the De-
purtment ol Hawaiian Homelands (D) and Oftice of
Hawanian Aflairs (COHA™) to assist in mieeting the credit
needs of these residents. ' Morcover, Hawaiian Bank has a
second review program for all denied real estate loans to
determiine il the application could be approved using addi-
tional information or, if not, whether the reasons for denial
are correct.

Hawaiian Bank also participates in many government-
supported loan programs. Under the Hawaii Small Busi-
ness Loan Program, Hawaiian Bank and seven other finan-
cial institutions participate with the state and the Small
Business Administration (“SBA™) to offer SBA loans in
amounts up to $50,000. The bank also participates in
SBA’s Low Doc Program to reduce paperwork for small
busitess lodans in amounts up 1o $100,000.' Federal Hous-
ing Administration and Farmers Home  Administration
Guaranteed Housing oans, oflering 100 percent financing,
for low- and moderate-income homes in rural arcas, also
are offered.

C. Other Aspects ol Hawaitan Bank’s CRA
Performance

The Hawaiian Bank Examination Tound that the bank had
cllfective methods of ascertaining the credit needs of its
delincated community and creating products and services
to assist in meeting, those needs. Examiners also noted that
Hawaiian Bank cngaged in extensive officer calling eflorts
directed to community organizations and public oflicials as
well as business organizations and financial intermediarices.
In addition, demographic data related (o mortgage lending,
lending patterns by geographic arcas, and loan denial ratios
for various cthnic groups are reviewed. FExaminers found

18, The THawaiian Homes Commisstion Act, 1920, 42 Stat, 108
(1921), which was adopted as part ol the Hawaii Constitution (Haw.
Const. Art. X1, ef seq.), set aside certain areas designated as Hawai-
ian home lands (o be held in tust by the Hawanian Homes Comimis-
sion ("Commission™) Tor occupation and use by native Hawaiians
during ther lifetimes. Lenders do not make conventional housing-
related loans in these areas because the native Hawaiian enants can
only mortgage or pledge their tenancy interest in their homes, subject
to approval by the Commiission. Thiough OHA, Hawaiian Bank has
made 24 loans otalling S690,000 for home improvements, DI,
puarantees the loans in event of default. Hawaiian Bank continues to
work with state ollicials to develop additional loan programs {or
Hawaiian home lands and to offer its downpaynent loan program,
which has not yet otiginated any loans,

19, Hawaiian Bank also olters Equity First Line of Credit, which
provides small businesses with a line of credit as low as $10,000 that
is sccured by real property and may be drawn upon by check.



that the bank’s marketing was designed to reach all seg-
mients of its delincated community. Products and services
were advertised in muft-lingual media to reach ethnic
proups, including advertisements in Hawaiian, Filipino,
Japanese, Korcan, Vietnamese, and Chinese. The bank has
also conducted a survey ol the credit needs of native
Hawaiian home land residents. The bank’s strategic plan,
which includes goals and objectives Tor product develop-
nient and marketing under the CRA, is reviewed quarterly.

Hawaitan Bank also has provided a grant to support
Nanakuli Neighborhood Housing Services, ., which ol-
fers a home buyer education and credit management pro-
gram for residents of one of the census tracts in Hawaii
with the highest proportion of native Hawaiian and Fili-
pino residents, Directors of the bank are members of scv-
cral organizations designed to develop and rehabilitate the
comniunity, including Habitat for Humanity, the awaii
Istand FEconomic Development Bowrd, and the Feonomic
Development Corporation ol Honolulu.

D. Conclusion Regarding Convenience and Needs

The Board has carefully considered all the facts of record,
including Protestant’s comments, it reviewing the conve-
nicnce and needs factor under the BHC Act.’? Based on a
review of First Hawaiian’s entire record of performance,
including information submitted by First Hawaiian and
Protestant, the Board concludes that First Hawaiian’s
record ol performance in helping to meet the eredit needs
ol its community, including 1.MI ncighborhoods, is consis
tent with approval of this proposal.”!

20. Protestant has equested that the Boad postpone consideration
ol this proposal (o permit additional time o discuss the alleged
adverse effect of this proposal on Protestant’s constitueney and 1.M1
arcas 1o be served by Fust Hawatian, The Board is requited under
applicable Taw and its processing procedures to act on applications
submitted under the BIC Act witliin specilied tinte periods. The
Board notes. morcover, that Protestant and First Hawaiian have had
ample opportunity to submit infonmation for the record and have, in
fact, subnntted substantial materials, As discussed above, the Bouwd
has carefully reviewed the record in this case, including information
provided by Protestant and First Fawaiian about its CRA performance
sinree (the most recent performance examinations ol its sured deposi-
lory subsidiaries and information relating to the possible efiects ol this
transaction on the convenicnce and needs of the communities o be
served. Based onall the facts of record, the Board concludes that the
record i sullicient 1ooact on this proposal at this time, and that
postponeinent of the Bowd's consideration is not warranted.

21, Motestant requested that the Board hold public and private
meetings o Hawaii, to pemit numerous members of the public,
including native Hawaiian clders who traditionally address commu
nity matters oratly, to comument on this proposul. Section 3(h) of the
BIC Act does not requite the Board o hold @ public heating or
meeting on an application unless the appropriate supervisory aathority
for the bank to be acquited makes a tinely written recommendation of
denial of the application, T this case, neither the FDIC not any
appropriate stite supeivisory authority has recommended denial.

Under the Board’s rales, the Board may, inats diseretion, hold a
public hearmg ot meetup on an application to clarily factual 1ssues
related to the application and to provide an opportunily {or testimony,
it appropriate. 12 C.EFR 262.3(¢) and 262.250d). The Board  has
carctully considered Protestant’s request i lipht of all the facts of
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Nonbanking Activitics

First Hawaiian also has requested Board approval under
section 4(e)(8) of the BHC Act 1o permit Pioncer (o acquire
five branches in Washington. The Board has determiined
that the operation ol a savings association is closely related
to banking and permissible Tor bank holding companies.
[n making this determination, the Board requires that sav-
ings associations acquired by bank holding companics
conform their direct and indirect activities to those permis-
sible Tor bank holding companies under section 4 of the
BHC Act. First Hawaiian has commitied to conform al
activities ol the branches thal Pioncer proposes 1o acquire
to the requirements ol section 4 of the BHC Act and
Regulation Y.

The Board finds that consummation of this proposal is
not likely to result inany significantly adverse effects, such
as undue concentration ol resources, decrcased or unfair
competition, conflicts of interest, or unsound banking prac-
tices that are not likely 1o be outweighed by the public
benefits, such as increased competition and added conve
nience, that are expected from this proposal. As parl ol the
Board’s evaluation of these factors, the Board considers
the financial and managerial resources of the notificant and
its subsidiaries and the eflect the transaction would have on
such resources. ™ The Board also concludes in light of all
the Tacts of record that the balance of public interest factors
It must consider under section 4(c)(8) of the BHC Act is
favorable and consistent with approval ol the application.

Conclusion

Based on the foregoing and all other facts ol record,
including all the commitments made by First Hawaiian in
connection with this proposal, the Board has determined
that the applications and notice should be, and hereby are,
approved.” The Board™s approval is expressly conditioned
on compliance by First Hawaiian with all the comniitments

record. Protestant has had ample oppottunity 1o submit its views and
has, in fact, submitted substantal materials that have been considered
by the Board in acting on the applications and notice. Protestant does
not indicate what, il any, additional views would be expressed at a
public meeting or hearing, or why Profestant’s written subnission
does not adequately presentits views, Based onall the facts of record,
the Board has determined that public or private heatiigs or meetings
in Hawaii e not necessiny 1o chaiily the factual record or otherwise
watranted in this case, and, accordingly, the requests for pubhe
hearings or mectings on the application are denied.

22, 8ee 12 CHRC225.25(b)Y).

23, See 12 C 1R, 225.24.

25 Protestant also alleged that First Flawaiian does not have a
sufticient number of Talipinos and native Hawaitans i senjor managpe-
wient posittons. Fiest Hawatian has indicated that 69 employees identi
fying themselves as Filipino and 60 employees identifying themselves
as having native Hawaiian ancestiy occupy executive, managenid,
and professional positions inits thice depository institution subsidiar-

ies.

‘The Board also notes that Fiest Hawanan, because it employs more
than 50 people, serves as a deposttory of government funds, and acts
as an agent in selling o redeeming ULS, savings bonds and notes, is
required by regulations of the Depattment of Labor to:
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made by First Hawaiian in connection with this proposal
and with the conditions referred to in this order. The
Board s determination on the proposed nonbanking activi-
tics also are subject to all the conditions set forth in
Regalation Y, including those in sections 2257 and
225.23(p) of Regulation Y, and to the Board’s authority (o

require such modification or termination of the activitics of

a bank holding company or any ol ils subsidiaries as the
Board finds necessary to ensure complianee with, or to
prevent evasions of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder. These
commitments and conditions shalt be deemed to be condi-
tions imposed in writing by the Board in connection with
its lindings and decisions, and, as such, may be enforeed in
procecdings under applicable Taw.

The acquisition of Oregon Bank and ldaho Bank shall
not be consummated before the fifteenth calendar day
following the effective date of this order, and the banking
and nonbanking transactions shall not be consummated
later than three months after the eflective date of this order,
unless such period is extended for good cause by the Board
or by the Federal Reserve Bank of San Francisco, acting
pursuant to defegated authority.

By order ol the Board ol Governors, elfective April 8,
1996.

Voting for this acton: Chavman Pro fempore Cireenspan, and
Governors Kelley, Phillips, and Yellen: Absent and not votuig: Gover-
not Landsey.

JENNIFER 1. JOTINSON
Deputy Secretary of the Board

Norwest Corporation
Minncapolis, Minnesota

Order Approving Acquisition of a Bank Holding
Company and Notice to Engage in Nonbanking Activities

Norwest Corporation, Minnceapolis, Minnesota (“*Nor-
west™), a bank holding company within the meaning of the
Bank Iolding Company Act ("BHC Act™), has requested
Board approval under scction 3 of the BHC  Act
(12 U808 1842) to acquire all the voting shares of
AmeriGroup,  locorporated,  Minnetonka,  Minnesota
(*AmeriGroup™), and thereby indirectly acquire its wholly
owned subsidiary bank, AmeriBank, Bloomington, Minne-

(1) File annual reports with the Equal Fmployment Opportunity

Conmmission ("EEOC™): and

(2) Thave in place o written affnmative action compliance progiam

which states ellots and plans to achieve equal opportunity in the

cmployment, hinny, promotion, and separation ol personnel.

See 41 CERD OO0 L7(), 60 140 Pursaant to regulations ol the
Department of Labor, First Hawaiian, as the parent company, is
reguired to ite an annual report with the EEOC covering all employ-
ces in ity entire corporate stiucture, The EEOC has junsdiction for
determining whether companies are 1n compliance with the equal
cmployment statutes. ‘The Boad is not awae of any finding or
adjudication of dlegal eniployment practices by First Hawadian.

sota.' Norwest also has requested Board approval under
section 4(e)8) ol the BHC Act (12 U.S.C. § 1843(cH8))
and section 225.23 of the Board’s Repulation Y (12 C.ER.
225.23) for its wholly owned subsidiary, Norwest Invest-
ment Services, Inc., Minneapolis, Minnesota, to acquire
the brokerage business of AmeriBunk and thereby engage
in full-service brokerage activities in conformance with
225.25(b)(15)  of  Regulation Y (12 C.ER,
225.25(b)(15)) and to act as agent in the sale of insurance
and annuitics pursuant to section 4(c)(E}G) ol the BHC
Act and section 225.25(b)(8)vii) ol Regulation 'Y
(12 CLERC22525(b)(8)(vii)).

Notice of the proposal, affording interested persons an

section

opportunity to submit comments, has been published (61
Federal Register 3713 and 6376 (1996)). The time for
liling comments has expired, and the Board has considered
the application and notice and all comments received in
tight of the factors set {orth in sections 3 and 4 of the BHC
Act.

Norwest, with total consolidated asscts ol $72.1 billion,
operates subsidiary banks in Minnesota and fourteen other
states.” Norwest is the largest commercial banking organi-
zation in Minnesota, controlling approximately $10.3 bil-
lion in deposits. representing approximately 22,6 percent
ol the deposits in commercial banks in the state.® Ameri-
Group, with total consolidated asscts of $160.4 million, is
the 39th largest commercial banking organization in the
state, controlling approximately $123.6 million in deposits,
representing less than | pereent of the deposits in commer-
cial banking organizations in the state. On consummation
of the proposal, Norwest would control approximately
$10.5 billion in deposits, representing  approximately
22.9 pereent of the total deposits in commercial banks in
the state.

Competitive Considerations

Under section 3(c) of the BHC Act, the Board may not
approve a bank acquisition that would result in a monopoly
or further any combination or conspiracy to monopolize or
attempt to monopolize the business of banking in any part
of the United Statest In addition, the Board may not
approve a bank acquisition “whose cffect in any section of
the country may be substantially o lessen competition, or
lend to create a monopoly, or which in any other manner
would be mrestraint of trade,” unless the Board {inds that
“the anticompetitive eftects of the proposed transaction are
clearly owtweighed in the public interest by the probable
ellect of the transaction in meeting the convenience and

I. Norwest proposes (o merge AmeriBank with and into Norwest
Bank  Minnesota, National  Association, Mincuapolis, Minnesota
(“*Norwest Bank ™), shortly after consummation of the proposal. This
transaction s subject 1o the approval of the Oftice ot the Comptrolia
of the Currency ("OCC™) under the Bank Mergee Act (12 1.S.C.
§ [828(c)).

2. Assct data are as of December 31, 1995,

3. State deposit and ranking data we as of June 30, 1995,

412 U800 § 1842(0) (1A,
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needs of the commuttity to be served.”™™ In evaluating the
competitive factors in this case, the Board has carelully
considered commernits subtmitted by Tndependent Contuu-
nity Bankers of Minnesota, Fagan, Minnesota (*Protes-
tant”), which maintain that conusummation ol the proposal
would have significantly adverse effects on competition for
banking scrvices i the Minneapolis-St. Paul, Minnesota,
arca®

Narwest and  AmeriGroup  compete directly in the
Minncapolis-St. Paul banking markel.” For the reasons
explained in previous orders, the Board has found that the
relevant banking market must rellect commercial and bank-
ing realitics and must consist ol the local arca where
custoniers practicably can turn lor alternatives.® "The
Minncapolis-St. Paul banking market is based on the
Minncapolis-St. Paul Ranally Metro Area ("RMA™). An
RMA usually designates a defined geographic locality that
is demographically and commerciadly integrated. and
RMAs have been Towid by the Board to be uselul as guides
in delining relevant geographic banking markels.” In addi-
tion, 1990 data trom the ULS. Census Bureau indicate that

S0l at § 1842(¢H( (13,

6. Protestant also contends that this proposal would have sipnifi-
cantly adverse cllects on competition for conespondent bank and
ATM sarvices in this arca. For the reasons explained in previous
orders, the Board believes that the cluster of banking, products and
services iepresents the appropriate line ol commeree for analyzing, tie
compelitive eltects ol bank expansion proposals under section 3 of the
BHC Act. See, ey, Chemical Banking Corporation, 82 Pederal
Reserve Budletin 239 (1990 (“Chemical Order™). As discussed in this
order, an analysis of dus line of commerce shows that consummation
of the proposat is not likely to result msignihicantly adverse competi-
tive eflects inany refevant bankmg markel.

The Board concludes, morcover, that this proposal would not have
signilicantly adverse competitive elfects even 1l conespondent bank
and ATM services weie considered mdividually, AmeriGroup does
not provide cortespondent bank scrvices, and numerous providers of
these services would remain after consunnmation of the proposal. In
addition, AmeriGroup operates only two AUMs, which represent less
than one il of one pereent of all AUMs in the Minneapolis St Pau)
arca. AmieriGroup does not provide AI'M network access, ATM
network services, or AFYM processing services o third parties, and this
proposal would not affect competition amony existing supplicrs of
such services, See NBD Bancorp, Ine, 82 Pederal Reserve Bulletin
93, 102 (1996).

7. The Minncapolis- St. Paul banking market is compiised ol Anoka,
Carver, Dakota, Hennepin, Ramsey, Scott and Washington Countes,
and portions of Chisago, Le Sew, Sherburne and Whight Countics im
Minnesota, and the town of Hudson in St Croix County, Wisconsin,
Protestant maintains that conmunuty  banks focated in the castern
portion or along the periphery of the Minncapolis-St. Paul banking
market have little effect on the competitive behavior ot depository
institutions located in- Minnetonka o Bloomington, Minneapolis,
where AmeniGroup and AmeriBBank are located. Protestant also con
tends that consummation of this proposal would have adverse compet
itive eflects in two areas of Minnetonka and Bloomington whiere
branches ol Norwest and AmenBank opeyate in close proximuty.

8. The Chemical Order discusses i detail the Board's methodology
wid supporting court precedent for defining, the appropriate peo-
eraphic market in which competition for the supply and demand of the
cluster of banking products and services is considered. See Chemical
Order at 241 42.

9.8See, e.g., St Joseph Valley Bank, 08 Federal Reserve Bullenn 6713
(1982).

more than 35 percent of the workers that reside in the
nuarket’s outlying countics (St. Croix Counly, Wisconsin,
and Carver, Chisago, Scott, Sherburne and Wright Coun
tics, Minnesota) connute to work in one of the market’s
five central counties (Hennepin, Anoka, Dakota, Ramsey
and Washington Countics, Minnesota).'* Based on these
and other facts of record, the Board concludes that the
Minncapolis-St. Paul banking market is the relevant bank-
ing market for assessing the competitive effects of the
proposal.

Norwest is the sccond Largest commercial bank or thrifl
institution (*“depository institution”) in the market, control-
ling deposits of $7.4 billion, representing 27.60 percent of
total deposits in depository institutions in the market
(“markel deposits™). " AmeriGroup is the 25th farpest
depository institution in the market, controlling deposits of
$123.6 million, representing less than one percent of mar-
ket deposits. On consummation of the proposal, Norwest
would remain the sceond Jargest depository institution in
the market, controlling deposits ol $7.5 billion, represent-
ing 28.1 pereem of markel deposits. The Terfindahl
Hirschman Index (HIIET) would increase by 26 points to
18601

The Board previously has indicated that merger transac-
tions in the Minneapolis-St. Paul banking market involving,
one of the two largest depository institutions in the market
warrant close review because of the size of these institu-
tions relative to other market competitors.”? Considering
the competitive eflect of this proposal on market concentra-
tion in light of previous acquisitions by the two largest
depository organizations, liowever, consumumation of this

10, "The Board previously has recopnized that connuuting patterns
are a signihicant factor in the determination o woelevant geographic
banhiug nuket, Sce Crestar Bank, 81 Federal Reserve Bulletin 200,
200 0.5 (1995); St Joseph Valley Bank, supra at 674,

(1. Market shane data are as of June 30, 1995, aad we based on
caleulations in which the deposits ol thiift institutions are included at
50 percent. The Board previously has indicated that thrift institutions
have become, or have the potential to beconie, significant competitors
of commercial banks. See WM Bancorp, 76 Federal Reserve Bulletin
TRE (1990);, National City Corporation, TO Federal Reserve Bufletin
743 (1984). Thus, the Board has regularly meluded thrift deposits in
the calenlation of market share on a 50-percent weighted basis. See,
e, Firs Hawaiian Ine,, 77 Federal Reserve Bulletin 52 (1991).

12. Under the revised Departient of Justice Meiger Guidelines, 49
Federal Register 26,6823 (June 29, 1984). a mwket in which the
post-mierger HE s above 1800 is considered to be highly concen-
trated. Ta such markets, the Justice Department is likely 1o challenge a
merger that increases the HHLD by more than 50 points. ‘The Justice
Departnient has informed the Board that a bank merger or acquisition
ecnerally will not be challenged (in the absence of other factors
indicating anticompetitive eflects) unless the post-merger T is at
least 1800 aud the merger increases the HHE by maore than 200 points.
The Justice Departiment has stated that the higher than normal HHI
theesholds for screening bank meigers for anticompetitive eflects
implicitly recognize the competitive eflect of limited-puipose lenders
and other non-depository linancial entitics.

{3, See First Bank Systew, Ine, 79 Federal Reserve Budleti S0
(1993). The Board has noted that acguisitions by cither ol these two
banking organizations of u series of depository institutions with rela
tively small market shaes could, on o comulative basis, lead o
significant anticompetitive eflects,
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proposal is not likely 1o have a significantly adverse com-
petitive cliect in the market. The Minncapolis-St. Paul
banking market is @ major urban arca that is attractive to
entry and, in fact, has experienced both de nove entry and
entry by acquisition in recent years.'! Since 1991, for
example, six depository institutions have entered the mar-
ket by acquisition, and three de nove banks have been
chartered in the market. One commercial banking organiza-
tion that entered the market in 1987 has become the third
largest depository institution in the market. As a result of
this entry and other competitive forees, the Minneapolis-St.
Jaul banking market recently has become less coneen-
trated, and the HHIT for the market has declined by more
than 300 points since January 1995." In addition, 93
competitors, including 87 commercial banks and 6 thrilt
institutions, would remain in the market alter consumma-
tion of the proposal. The proposed acquisition ol Ameri-
Group, which controls Iess than | percent of market depos-
its and is the 25th largest depository institution in the
market, also is not likely to afiect the avatlability of depos-
itory institutions in the market for acquisition by potential
entrants in the Minneapolis-St. Paul banking market.

As in othier cases, the Board sought comments on the
competitive cllects of the proposal from the United States
Attorney General and the Federal Deposit Insurance Cor-
poration (“EFDIC?). The Department of Justice ("DOJ™)
concluded that consummation of the proposal is not likely
to have signilicantly adverse eflects on competition in any
relevant market. The FDIC did not object to the proposal.
On March 4, 1996, the OCC approved the merger of
AmcriBank with Norwest Baitk under the Bank Merger
Act. In light of all the lacts of record, including the number
ol competitors remaining in the market and the size of
AmeriGroup, the Board concludes that consummation of
the proposal is not likely to have a signilicantly adverse
cifect on competition or the concentration of banking re-
sources in the Minncapolis-St. Paul banking market or any
other relevant market.

Financial, Managerial, and Convenience and Needs
Considerations

The Board also has carclully reviewed the financial and
managerial resources of the companies and banks involved
in the proposal in light of all the facts of record, including
confidential examinatton reports assessing the managerial
resources of Norwest and its bank subsidiarics. Based on
all the facts of record, the Board concludes that the finan-

14. Based on 1990 census data, the Minneapolis-St. Paul mettopoli-
tan arca has o population ol 2.5 million, which represents a
15.3 pereent increase smee 1980, and is the 16th kugest metiopolitan
area in the United States,

15, The HHI for the Minncapolis-St. Paul banking market was 2172
after the January 1995 acquisition of Mctropolitan Fnancial Corpora
tion by Fitst Bank Systen, Inc., both ol Minncapolis, Minnesota. See
First Bank Svstem, Inc., 81 Federal Reserve Balletin 169 (1995). As
noted above, the Hil for the market cunrently is 1840 and would
increase 1o 1866 upon consummation of this proposal.

cial and managerial tesources and future prospects of the
organizations involved are consistent with approval, as are
the other supervisory factors that the Board is reqguired to
consider under the BHC Act.te

In reviewing the convenience and needs of the commu-
nity 10 be served, the Board has considered Protestant’s
contention that the services currently provided by Norwest
and AmeriBank are similar and that consummation of the
proposal would not provide AmeriBank’s customers with
aceess to new banking products or services or improved
banking facilitics. As noted above, Norwest proposes to
merge AmeriBank with and into Norwest Bank shortly
after consummation of this proposal. Norwest has indi-
cated that after this merger AmeriBank customers would
have access to Norwest Bank's branches throughout the
Minncapolis-St. Paul arca and, through contract and agency
relationships, to the branches off Norwest's subsidiary
banks located in other arcas and states.'” Norwest also has

L6, Protestant alleges that Norwest’s ATM network has wefused o
enter into an interchange or “gateway” agreement with SHHAZAM,
hie., an lowa nonprofit corporation that operales a shared ATM
network i Minnesota and other states, and that this retusal constitutes
an illegal restraint of tade under the antitrust laws. The interchange
agreenent sought by Protestant would grant SHAZAM direct access
to Norwest’s poprictary ATM network, withoat passing through i
national AIM network. Norwest has denied any allegal actions and
states that it is willing to negotiate the terms of an interchange
agrecmient with the SHAZAM network.

I reviewing applications under section 3 of the BHO Act, the
Board is limited to considering the specific factors set forth in the
BHC Act, and the Board has carclully considered the eflects of this
proposal under the factors specified in the BHC Act. See Western
Bancshares, Ine. v, Board of Governors, 480 1L2d 749 (10th Cir.
1973). For example, the Board has reviewed whether Notwest's
acquisition ol ATMs owned by AmeriGroup would result in signifi-
cantly adverse competitive efiects, ProtestantCs allegations, howevet,
extend beyond the competitive effects of this acquisition and chal-
lenge Norwest's current operation ol its proprictary AI'M network
undey the federal antittust taws. The timited jurisdiction granted 1o the
Board to review applications under the specific statutory factors set
forth in the BHC Act does not authorize the Board to adjudicate
disputes between a commenter and an applicant that arise under a
statute administered and enforced by another agency. On the other
hand, substantiated improper actions may be considered by the Boanrd
in light of all Tacts of record of an application under the BHC Act’s
lactors or i the context of the Board's general supervisory authority
over its regulated baoking organizations.

In this case, the practice to which Protestant objects is unielated to
the proposed acguisition of AmeriGroup, ‘The 1O) has express stalu-
tory authority o mvestigate and prosceute the type of anticompetitive
practices alleged by Protestant, and the Board has provided Protes-
tant’s comments to the DOJ for its review and consideration. DOJ
stall has informally advised the Board that the DOJ does not intend to
inifiate an antitust investigation of Protestant’s allegations at this
time. ‘The Board also notes that the federal antitrust laws authorize
private persons to bring civil actions under the antittast laws and that a
court can provide Protestant with an adequate remedy i Protestant can
establish that it is entitled to relief. See 15 US.CL§ S (authorizing
private antittust actions under the Clayton Act and Sherman Act). In
sum, the Board concludes that Protestant’s allegations do not warrant
dental of the proposal under the factors the Board mwst consider in
this case.

17, See 12 U.S.C.§ 1828(r) (authorizing bank subsidiaries of a bank
holding company to receive deposits and perform certain other fune-
tions as agent for a depository institution afliliate).



stated that AnteriBank custoniers would gain access (o
certain services, including investnient banking seevices and
municipal bond underwriting und brokerage services, that
are offered by Norwest or its afliliates and that arc not
olffered by AmeriGroup. The Board notes that Norwest
Bank received an “outstanding™ rating in its most recent
performance examination under the Conununity Reinvest-
ment Act (12 US.CL§ 2901 ¢f seq) (“CRA”) from the
OCC, as of September 28, 1994, Norwest has indicated
that AmeriBank would become subject to the C'RA policies
and programs of Norwest Bank after consumniation of this
proposal and the metger of AmeriBank and Norwest
Bank.'® Based on all the facts ol record, the Board con-
cludes that the convenience and needs factor also is consis-
tent with approval,

Other Considerations

Norwest also has requested approval for its wholly owned
subsidiary, Norwest lnvestment Scrvices, Ine. (“NIST™), 1o

acquire the sceurities and insurance brokerage business of

AmeriBank.' The Bourd previously permitted NIST to
engage in lull-service brokerage activities under see-
tion 225.25(b)(15) ol the Board’s Regulation Y and to act
as agent i the sale of insurance and annuities under
section AEG) of the BNC Act (“Exemption G™°) and
section 225.25(b)(8)(vil) of Regulation Y.20 Norwest pro-
poses to conduct these activities in accordance with the
Board’s regulations.

On consummation of the proposal, AnteriBank’s broker-
age customers would have access 1o the 24 offices of NISI
in the Minncapolis-St. Paul arca. In addition, AmeriBank’s
brokerage customers would have direet access 1o the
broader range of sceurities-refated services offered by
NISEY 'The record i this case indicates that there are

18, Protestanl also contends  that Norwest may  close  thee
AmeriBank branches alter constummation of the proposal and that
such clostngs would adversely aflect small businesses focated near the
branches and the convenience and needs of the comuumity in general,
Norwest has stated that it plans to consolidate two Notwest Bank
brauches with two AmeniBBanh brauches after the merger of Ameri-
Bank and Norwest Bank. Norwest also has stated that the branches
proposed Jor closure would be within two-tenths of a mie of the
assuming branch and that the branch movements would not alieet the
nature ol the services ofiered (o businesses or custoners served by the
branches.

19, AmeriBank makes available to ils custonrers sccurities, lile
msurance and annuities through a contract with an independent
broker-dealer.

20, See Norwest Corporation, 80 lederal Reserve Bulletin 160
1994y, Norwest Corporation, 76 Federal Reserve Bulletin 873
(1990). Exemption G is one of seven specific exeniptions enacted by
Title V1 ol the Garn: St Germain Depository [nstitutions Act ol [982
to the Garn Act’s general proliibition on insutanee activities by bank
holding companies. The exemption authorizes those bank holding
companies that engaged minsurance agency activities prior to 1971
with prior Board approval to engage or control a company enpaged in
LISUrANCe dgency activities,

21, See Norwest Corporation, 76 Federal Reserve Bulletin 79
(1990) (authorizing NISI to underwrite and deal in US. government
and municipal obligations and, © a timited extent, municipal evenue
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numerous providers of the proposed nonbanking services,
and the record does not support a finding that consumma-
tion: of this proposal is likely to result in any significantly
adverse eflects, such as undue concentration ol resources,
decreased or unfair competition, conflicts of interests, or
unsound banking practices that woutd outweigh the public
benetits of this proposal. Accordingly the Board has deter-
mined that the balance ol public interest actors i€ must
consider under section 4(¢)(8) of the BHC Act is favorable
and consistent with approval.”’

Conclusion

Based on the foregoing and all the ticts of record, includ-
ing all the commitments and representations made by Nor-
west in connection with this proposal, the Board has deter-
mined that the application and notice should be, and herchy
are, approved.”? 'The Board’s approval is specificatly condi-
tioned on Norwest's compliance with the commitments
made by Norwest in connection with this application awd

bonds, | 4 family mortpage related secutities, commereial paper and
constuner teceivable-iclated securities).

22, Protestant requests that the Board delay action on this proposal
and investigate Protestant’s allepations reganding Norwest's ATM
network. The Bowd is required by the BHIC Act and the Boad’s nles
to act on applications submitted under sections 3 and 4 of the BHOC
Act within specitied time periods. Based on all the facts of reeord, and
for the reasons discussed e this order, the Board concludes that the
record is sulflicient for the Board to wet on this proposal under the
statutory factors in the BUIC Act. Accordingly, the Board concludes
that delay ot in the alteenative, deaiad on the grounds of informational
insufliciency of the proposal is not wartanted.

23, Protestant requested the Boad 1o arrange o private mecting
between Protestant and Norwest, ov hold @ publie meeting on the
proposal. ‘The Federal Reserve Bank of Minneapolis offered to host a
private miecting between Protestint and Norwest to provide a forum
for the resolution of their differences undes the Board's policy stale
mient regarding informal meetings, but Norwest declined 1o paruci-
pate, See 12 CHRC262.25(¢). Section 3b) of the BHC Act does not
requite the Board to hold o public meeting or hearing on an applica-
tion unless the appropriate supervisory authority for the bank to be
acquired makes a tmely written seconimendation of deniat of (he
application. No supervisory ageney has weconmended denial of this
proposal. Under section 4 of the BHC Act, the Board may order a
hearing on an application it there me disputed issues of material lact
that cannot be resolved in some other manner.” 12 CLER. 225.23(1). In
addition, under the Bowrd’s Rules of Procedure, the Bowrd wmay, inits
discretion, hold a public meeting or hewing on an application 1o
clify factual issues selated to the application and 1o provide an
opportunity tor testimony, if appopriate. 12 CHER. 202.3(¢) and
202.25(d). Protestant has not challenped the acquisition by NIST off
AmeriBauk’s brokerage and insurance business under section 4 of the
BHC" Act, The Boued notes that Protestant has had ample oppottunity
to submit s views and has, in fact, submitted comments on Norwest’s
section 3 application, Protestant’s request fails to demonstrate why its
wrilten subnussions do not adequately present its allegations or why a
public hearing ot meeting is otherwise warranted in this case. Alter a
carelul review of all the facts ol record, moreove, the Board con-
cludes that Protestant disputes the weight that should be accorded to,
andd the conclusions that may be drawa from, the lacts ol record, or
disputes facts that are not material to the Board’s decision, tor these
reasons, and based on all the facts of record, the Board has determined
tiat a public mecting or heaning is not necessary to clarify the factual
record in the application, and is not warranted in this case. Accord
ingly, Protestant’s request for a public hewing or meeting is demed.
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notice. The Board’s determination on the proposed non-
banking activitics is subject to all the conditions set forth in
Regulation Y, including those in sections 225.7 and
225.23(b)3) of Regulation Y (12 C.ER. 2257 and
225.23()(3)), and to the Board’s authority to require mod-
itication or termination ol the activities of a bank holding
company or any of its subsidiarics as the Board finds
necessary to assure compliance with, and to prevent eva-
stont of, the provisions ol the BHC Act and the Board’s
regufations and orders issued thereunder. The commit-
ments and conditions refied on in reaching this decision
shall be deemed o be conditions imposed in writing by the
Board in connection with its findings and decision and may
be enforeed in proceedings under applicable law.

The banking acquisition shall not be consummated be-
fore the tifteenth calenday day following the clfective date
of this order, and this proposal shall not be consummated
later than three months after the effective date of this order,
unless such period is extended for good cause by the Board
or by the Federal Reserve Bank of Minncapolis, acting
pursuant to defegated authority.

Ry order of the Board of Governors, cffective April 29,
1996.

Voting for (his action: Chaiman Pro Tempore Greenspan dand
Governors Kelley, Phitlips, and Yellen. Absent and not voting: Gover-
nor Lindsey.

JENNIER J. JOHNSON
Deputy Secretury of the Board

ORDERS ISSUED UNDER BANK HOLDING COMPANY ACT
AMENDMENTS OF 1970

Capital One Financial Corporation
Falls Church, Virginia

Order Approving an Exemption fron the Auti-tving
Provisions

Capitat One Financial Corporation, Falls Church, Virginia
(*Capital One™), has requested that the Board permit its
credit card bank subsidiary to offer a credit card secured by
deposits at an athiliated savings bank, Capital One secks a
Board interpretation that this arrangement is not covered
by the anti-tying provisions of scction 106 of the Bank
Holding  Company  Act Amendments  of - 1970
(12 U.S.C.§ 1972) or, it it is, an exemption from the statute
permitting Capital One’s credit card bank subsidiary to
offer the secured credit card.

Capital Onc aad its credit card bank subsidiary, Capital
Oue Bank, are a spin-ofl’ of Stgoet Bank/Virginia’s credit

card operations, Capital One is currently in the process off

organizing a federal savings bank subsidiary, Capital One
ESB. Once the Oftice of "Thrift Supervision approves the
new institution, Capital One proposes that Capitat One
Bank offer a sccured credit card, cligibility tor which

would be conditioned on a customer’s maintaining, a de-
posit at Capital One FSB.

Sccured credit cards alfow customers who do not qualify
for unsceured credit to receive a eredit card. The customer
is required to establish and maintain a deposit account, and
the deposit is held as collateral to secure all or some
portion of the line of credit available to the customer
through the card. Although the customer may thus receive
little or no unsecured credit from the card issuer, the
customer is able to enjoy the convenience that a credit card
alfords while at the same time establishing a credit history
through repaynient ol card balances.

The baok tying statute, section 106 of the Bank Holding
Company Act Amendments of 1970, generally prohibits a
bank rom restricting the availability or varying the terms
of one of its products on the condition that a customer
obtain another product from the bank or any ot its aftiliates.
Although a credit card bank is not a “bank” for purposcs
of section 106, section 4(h)(1) ol the Bank Holding Com-
pany Act, which was added by the Competitive Equality
Banking Act (CEBA) in 1987, provides that a credit card
bank and certain other entities “shall be treated as a bank,
and a company that controls such institution shall be
treated as a bank holding company, [or purposes of section
106 ... and any regulation preseribed under such section.”
(2 US.C.§ 1843t 1),

Section 106 contains a statutory “traditional bank prod-
uct exception” that allows a bank to tic any of its products
to any loan, discount, deposit or trust service ollered by
that bank. Under this exception, Capital One Bank could
offer a secured credit card on the condition that a customer
aaintain a deposit at Capital One Bank. Tast year, the
Bourd extended the traditional bank product exception
across alliliate fines to permit a bank to discount any
traditional bank product based on a customer’s obtaining a
traditional bank product Irom any aftiliate, Under this
exception, Capital One Bank could offer a free credit card
to customers of Capital One FSB. Neither exception, fiow-
ever, permits Capital One Bank (o restrict the availability
of its secured credit card o depositors of 1ts afliliate,
Capital One FSB.!

[, The Home Owners” Loan Act (HOLA) allows a savings associa-
tion o1 uts aflifinde to restrict the availability of any produocet on the
conditton that a customer obtain @ traditional bank product from the
savings association  or any afliliate. 12 U.8.C. §§ 1464(q) and
1467a(n). Because the exception tuns between aftiliates, it is broader
than the statutory or regulatory traditional bank product exception
applicable to banks and (hirough CEBA) credit cand banks.

Capital One argues that HOLA, which was enacted after CEBA,
allows Capital One Baak to condition the availability of its credit card
onee it becomes aftiliated with o savings association, Capital One
ESB. The transaction is covered by the language ol the fIOLA
exemption, bug is also covered by section 40 of the BHC Act,
pursuant to CEBA. fn other words, the BHC Act tequires Capital One
Bank to be reated like o bank, but HOLA requires it to be teated like
an attitiate ol a savings association, Although thie issue is debatable,
the Board believes that the specific reference to credit card banks in
the BHC Act shoukl govern over the gencral reference 1o savings
association aftihates in HOLA, and therelore that credit card banks
should be treated like banks. See Simpson v, United States, 435 U.S. 6,



Nonctheless, like transactions currently exempt under
the statutory and regulatory traditional bank product excep-
tions, the proposcd transaction presents benelits and raises
no competitive concerns. The secured credit card program
is pro-consumer and would not create an unfair competi-
tive advantage for Capital One FSB’s deposit products,
Indeed, the legislative history of CEBA indicates that Con-
gress thought, contrary to the language of the provision,
that such transactions would be exempt. See Competitive
Hquality Banking Act of 1987, Conlerence Report 261,
[00th Cong., Ist Sess. at 128 29 (July 31, 1987) (“I'T'|he
anti-tying restrictions would not be violated by tying, [a]
traditional banking scrvice ollered by a grandfathered non-
bank bank to another traditional banking scrvice [oflered]
by an affiliate.”).

Based on the above and all facts ol record, and pursuant
to its authority under section 1006 of the Bank Tolding
Company Act Amendments ot 1970, the Board hereby
grants an exemption to permit Capital One Bank 1o ofier a
credit card secured by deposits maintained at Capital One
FSB. The Board also delegates to the Board’s General
Counsel authority to grant further excrptions (o section
106 to allow sccured credit card plans similar to that
offered by Capital One.

This approval is bascd on the facts and circumstances
presented by Capital One, and any material change in those
facts or circumstances could result in a different outeonie.
The approval is subject 10 the Board’s authority to modify
or terminate the exemption.

By order of the Board ol Governors, eftective Aprl 11,
1996.

Voling, lor this action: Chairman Pro ‘Tempore Grreenspan and
Governors Kelley, Phillips, aud Yellen. Absent and not voling: Gover
nor Lindsey.

WILLIAM W. WILES
Secretary of the Board

ORDERS ISSUED UNDER BANK MERGER ACT

Morgan Guaranty 'I'rust Company of New York
New York, New York

Order Approving the Merger of Banks and Establishiment
of Bank Branches

Morgan Guaranty ‘Frast Company of New York, New
York, New York (*Morgan Guaranty™), a state member
bunk, has applicd under scction [8(c) of the lederal
Deposit Insurance Act (12 U.S.CL§ 1828(¢)) (the ““Bunk
Merger Act”) to merge with LI Morgan Delaware, Wilm-
ington, Delaware (“"Morgan Delaware™), with Morgan

1S (1978) (citing “principle that pives precedence to the terms of the
more specific statute where a general stalote and a specific statute
speak to the same concern, even if the general provision was cnacted
later™).
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Guaranty surviving the merger. As part of the transaction,
Morgan Guaranty also has applied under seetion 9 of the
Federal Reserve  Act (12 U.85.C.§ 321) 1o establish
branches at the current Tocations of Morpan Delaware’s
branches,! and fited a notice under section 25 of the Fed-
cral Reserve Act and scection 2113 of Repulation K
(12 C.ER. 211.3) to acquire the foreign branch of Morgan
Detaware in the Cayman Islands.

Notice of the proposal, affording interested persons an
opportunity 1o submit comments, has been given in accor-
dance with the Bank Merger Act and the Board’s Rules ol
Proceduwre (12 CLER. 262.3(h)). As required by the Bank
Merger Act, reports on the competitive ceftects ol the
merger were requested from the United States Attorney
General, the Federal Deposit Insurance  Corporation
("FDIC”)y and the Oftice of the Comptroller ol the Cur-
rency. ‘The time for filing comments has expired, and the
Board has considered the proposal and all the Tacts of
record in light of the Tactors set torth in the Bank Merger
Act and sections 9 and 25 of the Federal Reserve Act.

Morgan Guaranty and Morgan Delaware are wholly
owned subsidiaries of 1L.P. Morgan & Co. Incorporated,
New York, New York (“Morgan & Co™), Morgan Guar-
anty is the 1th Targest banking organization in New York,
controlling deposits of $5.4 billion, representing 2.2 per-
cent of the t1otal deposits in commercial banking organiza
tions in New York.” Morgan Delaware is the 20th largest
commercial banking organization in Delaware, controlling
deposits of $242.5 million, representing less than | percent
of the total deposits in commercial banking organizations
in Defaware. The proposal represents a reorganization off
Morgan & Co.’s existing banking operations. ! Based on all
the facts ol record, the Board conctudes that consummation
of the proposal would not have any sigaificantly adverse
eflect on competition in any relevant banking market.

Convenience and Needs Considerations

I acting on the applications under the relevant banking
statutes, 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 U.S.CL§ 2901
el seq) (CCRAT). The CRA requires the federal tinancial
supervisory agencies to encourage financial institutions to
help meet the credit needs of the local communitics in
which they operate, consistent with their safe and sound

fo Branches of Morgan Delaware 1o be established by Morpan
Guaranty are located at 902 N Market Stieet, Wiliminglon, Delaware
19801, and 500 Stanton Chuistiana Road, Newark, Delaware 19713,

2. Deposit data are as ol June 30, 1995,

3. Atter the merger of Morgan Guaranty and Morgan Delawaie,
Morgan Guaranly would be a New York state bank with branches in
New York and Delawaie. The oflice ol the New York Superintendent
ol Banks has informally mdicated that the proposal is consistent with
applicable state law, and the Delaware State Bank Commissioner has
approved the proposal. The Board concludes that this proposed merger
is consistent with applicable state law. Act ol Lieh. 6, 1996, §§ 5
and 19, 1996 N.Y. ALS 9; Del. Code Ann tit. 5, § 795 (1995).
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operation, To accomplish this end, the CRA requires the
appropriate federal supervisory authority 10 *
institution’s record of meeting the credit needs of its entire

rassess the

community, including low- and moderate-income neigh-

borhoods, consistent with the safe and sound operation of

such institution,” and to take that record into account in its
evaluation ol an application for a deposit lacility.!

The Board has received comments on this proposal from
fnner City Press/Community on the Move, Bronx, New
York ("Protestant’), asserting that the CRA-related activi-
tics ol Morgan Guaranty and Morgan Delaware do not
adequately assist in mecting the eredit needs of communi-
tics with predominately low- 1o moderate-income and nii-

nority residents, particularly in light ol the amount ol

assets controtled by these institutions. The Board has care-
fully reviewed the CRA performance records of Morgan
Guaranty and Morgan Delaware, all comments received
regarding these applications, Morgan Guaranty’s responscs
to those comments, and all other relevant facts of record in
light of the CRA, the Board™s regulations and the State-
ment ol the Federal Financial Supervisory Agencies Re-
garding the Community Reinvestiment Act ("Agency CRA
Statement ™).

Evaluation of CRA Performance
A, Examination Record of CRA Performance

The Agency CRA Statement provides that a CRA examina-
tion is an important and olten controlling factor in the
consideration ol an institution’s CRA yecord and that re-
ports ol these examinations will be given great weight in
the applications process.® ‘The Board notes that Morgan
Guaranty received a “satisfactory” rating from the Federal
Reserve Bank ol New York ("Reserve Bank™) at its most
recent examination for CRA performance in July 1994
(1994 Morgan Guaranty ixamination™), and that Morgan
Delaware received an “outstanding™ rating {rom its pri-
mary federal supervisor, the FDIC, at its most recent exam-
ination for CRA performance in February 1995 (71995
Morgan Delaware Examination™).” Morgan & Co.'s 1e-
maining depository institution, J.P. Morgan Florida Federal
Savings Bank, Palm Beach, Florida ("Morgan Florida™),

L2}

received a “satisfactory™ rating from its primary lederal

S120.8.00 82903,

S. 54 Federal Register 13,742 (1989),

O, fdoat 13745,

7. Protestant argues that the 1994 Morgan Guasanty Exanunation is
unreliable because, among other things, it is almost two years old and
merely recites verbatiny intormation contained in Maorgan Guavanty’s
CRA Statement. ‘The Board notes that the 1994 Morgan Guatanty
Fxamination is the result ol an onssite review ol the activities and
policies of Morgan Guaranty, and includes more inforation than thal
provided m Morgan Guaranty’s CRA - Statement. The Board - has
considered this performance evaluation and mformation provided by
Protestant and Morgan Guaranty relating to the bank’s CRA petfor-
niance since the evaluation,

regulator, the Oftice of Thrift Supervision (“"O'TS”), at the
most recent examination of its CRA performance.®

The most recent examinations ol Morgan’s depository
institutions found no cvidence of illegal discrimination. [n
particular, the 1994 Morgan Guaranty Examination and the
1995 Morgan Delaware Examination found no eredit prac-
tices that were inconsistent with the substantive provisions
of the anti-discrimination laws and regulations at Morgan
Guaranty” or Morgan Delaware.' Fxaminers also con-
cluded that neither Morgan Guaranty not Morgan Dela-

¥, Protestant cites crticisms by OTS exanuners ol aspeets ol Mor-
can Florida’s performance record in this examination as adverse
considerations for the proposal, The Board notes that, although the
exantination indicates arcas for improvenment in the institution’s CRA
performance, Morgan Florida’s overall rating was “satislactory.”
OFS examiners also recognized that Morgan Florida is located in an
area with 1o low- to moderate-income census wracts, and encouraged
Morgan Florida to consider strategies tor improving its lending within
the docal community. Based on all the facts of record, including,
Morgan Florida’s overall satistactory 1ecord and the records ol perfor-
mance by the institutions involved in thus proposal, Protestant’s com
nietts on Morgan Florida do not present adverse CRA consideratiotis
lor this proposal.

9. Protestant alleges, without providing supporting facts, that the
motlgage-backed seeutities activities of Morgan Guaranty, J.P. Mor
gan Sceurities, Ine. (“"Morgan Secwities™), and J.1% Morgan Commer-
cral Mortpage Frnanee Corp., all subsidiaties of Morgan & Co., have a
negative eltect on the avarllability ol mortgage credit - low- and
moderate-income neighborhoods and (o minotities, and that these
institutions disproportionately avoid  mortgages  from low- and
moderate-income and minosity mdividuals in their mortpage onder-
writing, dealing and purchasing activitics in violation of the Fair
Houswmg Act (42 ULS.CL§ 3600 ef seq) CEHAYY Protestant also
penerally alleges, without providing supporting facts, that the other
asset-bached sceurnties activities of these instittions avoid loans in
Mo gan Guaanty's delincated community and in low- to maoderate:
income neighborhoods.,

10, Protestant contends that Morgan Delaware’s 1994 and 1995
Loan Application Regusters and the 1995 Loan Application Registers
{for Morgan Guaranty and Morgan Florida show a lack ot lending to
minorities in violation of the Fgual Credit Opportunity Act (15 US.C.
§ 1091 ¢ seq.) (CTHCOA™) and the FHAL Protestant alleges that all
three institutions violate ECOA and the Home Mortpage Disclosure
Act (12 U.5.0.8 2801 ef seq) CTHMDA™) by prescieening mortgage
loans. Protestant also alleges that Morgan Delawie has not complied
with the THMDA by failing to report the gender and race of borrowers
receiving mortgage loans, and by failing to record census tract and
other geographical data, and suggests, without providing supporting
evidence, that Morgan Delaware may not request race and gender
information on s application forms. As noted, no evidence ol illegal
discrimination was found during the most reeent examinations off
Morgan & Co.s depository institutions. ‘These institutions, morcover,
are not in the business of making residential morigage loans and make
a limited number of such toans as an acconunodation for their private
banking clicats and for the privale banking clients of afliliates. Mor
pun & Co. has denied the allegations that Morgan Delaware does not
comply with HIMDA reporting requirements. indicating that most of
Mortgan Delaware’s mortgage applications do not involve face-to-face
meetings with - foan ofticer, but rather are subniitted by mail or
telephone, and that Morgan Delaware’s application forms do request
information required for government monitoring purposes. Under
regulations implenienting the HMDA and ECOALa THIMDA reporter is
nol aequited to report the ace or gender ol an applicant it this
information is not provided by the applicant in the wiitten application
form received by mail. See 12 CLERD 203, Appendix A, § VID)Y2)
and Appendix B, § 1(13)(4); Otticial Stall” Commentaty on Regula-
tion B, ERR.S. 6 197.6(3).



ware discouraged credit applications for the types ol credit
it identificd in its CRA statement. Both institutions have
also adopted fair lending policies and conduct periodic
training on fair lending compliance.

B. Morgan Guaranty’s Record of CRA Performance

Morgan Guaranty is a wholesale institution that specialize
in providing financial services (o instituwtional customers
such as corporations and governmental entities and to high
act worth individuals. As a wholesale institution, Morgan

b

Guaranty does not engage in residential mortgage lending,
other than as an accommodation 1o its existing customers,
or provide other traditional retail credit products, and it
does not hold itsell out as a retail lender. Although the
CRA does not require a bank to extend any particular type
ol credit, a wholesale institution such as Morgan Guaranty
is not exempted (roni the CRA or exempted {rom having
its CRA performance record assessed inan application for
a deposit facility. !

Morpan Guaranty uses a varicty ol methods 1o help meet
the credit needs ol low- and moderate-income arcas in its
delineated conmmunity,' in the broader New York Clity
ared, and nationally." Morpan Guaranty uses the P Mor-
gan Community Development Corporation, New York,
New York (“MCDC™), a wholly owned community devel
opment subsidiary ol Morgan & Co., which provides linan-
ciab assistance in the form of loans and investments for

L1 See Continental Bank Corporation, 15 Federal Reserve Bulletin
304 (1989), and US Trust Cosporation, 8) Fedeval Reserve Bulletin
893 (1995), Protestast mamtams that Morpan & Cos subsidiany
depaository Institutions have been effectively and inappropriately ex
cmpted from the CRA because these banhs are considered as “privale
battks™ by eaamniners.

12, Protestant contends that Morpan Gumanty's delineation of its
service community is arbitraey, The Board previously has stated that
an assessment of an mstitution’s delineated community can be niost
efiectively considered inan o site exainurtion by the institution’s
primaty federal supervisor and that such an examination provides a
better opportunity (o conswder whethier aninstitution’s delineated
community reflects illegal discimmation in light of all the institu-
tion’s lending activities. See North Fork Bunicorporation, 82 federal
Reserve Bulletin 338 (1996). 'The 1994 Morgan Guaranty Fxamin-
tion concluded that the bank™s community delmeation was 1casonable
and did not arbitratily cxclude Tow to moderate-income neighbor-
hoods. Morgan Guaranty also has indicated that it intends fo desipnate
all of New York City as 18 assessment arei.

13, Protestant miaimtains thit Morgan Guaranty is required (o be
evaluated only on ity activities 1o assist low- 1o moderate-imcome
neighborhoods within s delimeated commumity, and that if in fact
Morgan Guaranty lends and invests eity wide, then all of New York
City should be micluded i its delineanon. Phe 1994 Morpan Guaanty
Examination recognized that Morgan Guarantys CRA-related efforts
consisted of commiunity development activities undertaken in its two
local communities with special efforts to reach low o moderate
income arcas m the five borouphs of New York City. ‘The Boad notes
that banks may receive positive consideration tor activities and pro
grams conducted outside the bank’s dehneated community 1 the
context of the institution’s overall CRA program il the institution has
an adequate record of addiessimg, credit needs within ds delineated
conmuity.
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alfordable housing and minority enterprises,' as a means
to assist in meeting the housing-related credit needs ol its
delincated community, In 1995, MCDC committed 1o in-
vest $3.6 mitlion to Holland House for the conversion ol
former single-room occupancy hotel in Times Square into
permanent housing with ou-site social services for people
with limited linancial resources. MOCDC modeled this in
vestitient on its $5 million comuitoent in 1993 o the
Common Ground Comniunity Housing Development Fund
Corporation for the conversion ol a 652 unil single room
occupancy hotel in Times Square.

The 1994 Morgan Guaranty Fixamination Tound that
Morgan Guaranty, through MCDC and the 1P Morgan
Charitable Trust CPrast™), has also been o major investor
in eflorts Lo develop and sustain alfordable housing and 1o
support cconomic development. The record indicates that
approximately 75 percent ol MCDCs community lending
and investing creates and supports aflordable  housing,
MODC has provided atmost $100 million in cquity and
bridge loans to the Local Initiative Support Corporation
CLISC™Y and the Enterprise Foundation, financial inter-
mediaries that directly fund organizations involved in pro-
viding affordable housing to low- (o nioderate-income indi-
viduals. t

In addition, the 1994 Morgan Guaranly Bxamination
noted that MCDC purchased a $5 million participation
interest in a loan to a local housing partnership develop-
ment corporation. The foan proceeds were used ina cons
struction loan pool designed to create 513 units of allord-
able housing. Iy partnership with the US. Department of
Housing and Urban Development and 9 other entitics,
MCDC also committed $12 million (o a national commu-
nity development initiative organized to invest $87 million
in loans and grants to community development corpora-
tions in 23 cities. OF the $87 million, approximately
$6.2 million in commitments were scheduled 1o be ad-
vanced between 1994 and 1996 1o projects in New York
City and Los Angeles.'e

14, MCDC?s total outstandimg loans and comnutmicnts have in-
creased from $62.9 million on December 31, 199210 $ 184 million on
March 1, 1996.

15 1l 1995, MODC conunitted $20 pullion to the New York and
nattonal equity tunds associated with LISC, and in 1996, MCDC has
conmmmitted $25 million (o the New York, New York-Series I and
national cquity funds.

16, otestant atteges that Morgan Guaranty’s 1995 HMDA data
indicate a lack ot fending Tor multitanuly housimg in New Yok, and
Delaware, and in low (o moderate-income areas; prescreening ol foan
applicants: and viokutions of the FHEA because Toans are not niade oy
multifamily housing focated in neighborhoods with predominately
minority residents, Morgan Guaranty indicates that, although it ac
quires multifamily loans from unatliliated institutions tor the purpose
of having them pooled and securttized by an afliliate and sold 1o
investors, it reports them as originations for HMDA purposes beciuse
it provides the underwriting crderia and makes the eredit decision on
the applicants, Morgan Griranty states that it has been unsuccesstul in
locating a broker in the New Yorh City area lo paiticipate in thus
activity, but will continue its attenipts to do so. Morgan Guaranty
denies that it or any brohet that it works with prescieens these loans,
indicating. that its fain lending policies apply to this activity and that o
purchase of a loan is based solely on objective bnancial criteria.
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The 1994 Morgan Guaranty Examination also noted that
Morgan Guaranty participated through MCDC in small
business lending and investinent programs.'’ Examiners
found that MCDC supported the development and growth
of small businesses and promotes overall cconomic devel-
opment of fow- (o moderate-income arcas. For example,
MCDC made a $100,000 foan (o and a $300,000 capita
investiment in a minority-owned sports and entertaimuent
management and marketing firn Since the 1994 Morgan
Guaranty Examination, MCDC has participated in new
programs, including the creation of a small business invest-
ment company, New York Community [nvestment Com-
pany (“CIC”) in 1995, Morgan Guaranty worked with
ten member banks of the New York Clearing House Asso-
ciation 1o help create CIC, which is capitalized  at
$10 mitlion, and which will provide capital and subordi-
nated debt to small businesses operating, in low- 1o
moderate-income communities in New York City. MCDC
also invested $250,000 in Sylvia Wood's Enterprises, a
food products company in Harlem, to help recapitalize the
business and to provide for its growth.

MCDC and Morgan Guaranty's Conununity Relations
and Public Aflairs Departnient, through the "Trust, support
a number of nonprofit organizations cngaged in housing,
community development, urban affairs and health care
issues. Morgan Guaranty made 2 number ol charitable
contributions through the Trust to organizations that pro-
vide health care services. 1o 1995, MODC”s health care
grants included commiunents of $390,00 to the Institute
for Urban Family Health, $500,000 to the Brownsville
Multi-Service Family Health Center and $351,000 to Ur-
ban Health Plan, organizations providing ptimary health
care in neighborhood settings in Brooklyn, Harlem, South
Bronx and Manhattan, Other grants include a $40,000
grant in 1994 for the development of the South Bronx
Family Learning Center; annual support in the amount of
$20,000 to the Mid-Bronx Desperados Community Hous-
ing Corporation, which develops and manages low- to
moderate-incone housing; and, since 1992, five grants
totalling $160,000 1o the Mount Hope Housing Company

Morpan Guaranty also notes that approximately 30 percent ol the
multifannly mortgages il has acquired o date were made in low- 1o
moderate-income areas, and approxiniately 53 percent were made in
census tracts where 25 percent of more ol the populatton were
minority. The CRA does not require an institution (o engage many
particular type of lending in order to assist in meeting the evedit needs
of 11y community, wid, as noted, an mstitution can have a satislactory
record of performance without conducting a specilic type of CRA-
elated activity inats community, Thus, multifamily lending activities
have been considered in light ol Morgan Guaranty's entire record of
activitics.

17, Protestant criticizes the kack of small business lending reflected
tt the call cepodts tiled by Morgan & Cos subsidiaty batths As noted
above, neither the CRA not the Agency CRA Statement requires an
institution to cngage in a paticular type ot lending in order o have a
satisfactory record of petformance, and an institution has the flexibil-
ity to sefeet the types of activities thiat would result in an efiective
CRA program in light ot the mstitution’s operations and business
strategics. Morgan Guaranty has clected to provide small business
credit through MCDC

in the Bronx, which owns or manages 26 buildings with
more than 1,000 low- 1o moderate-income tenants.

Morgan Guaranty also provides services 1o large non-
profit organizations. Morgan Guaranty’s private banking
unit hiekps nonprofit institutions manage their portfolios or
raise funds through private placements. In 1994, the pri-
vale banking unit helped 14 groups, including educational
and health care organizations, raise $82 million through
private placements.'®

Examiners also concluded in the 1994 Morgan Guaranty
Fxamination that the bank’s ¢florts 1o ascertain the credit
needs of its community provided a strong foundation for
connmunity development lending and equity capital invest-
ments. ! Examiners found that Morgan Guaranty’s ascer-
tainment elforts were well coordinated and include ongo-
ing and meaninglul contact with numerous and diverse
community-bascd organizations. Morgan Guaranty also
distributes a number of publications to inform community
groups and public oflicials ol its CRA activitics.

. Morgan Delaware’s Record of CRA
Performance

Morgan Delaware also specializes in wholesale banking
products and only olters conswmer loan products to acconi-
iodate its corporite customers, Morgan Delaware is re-
quired by the Delaware Financial Center Development Act
CECD Act™) to operate ina manner and at a location that
is not likely to attract customers {from the general public,
and the bank is prohibited from soliciting business within
Defaware, Accordingly, the bank has focused its CRA
activitics on community development lending through con-
sortia which aee not prohibited by the FCD Act.

The 1995 Morgan Delaware Examination cited a number
of examples ol Morgan Delaware™s participation in com-
munity and affordabice housing development programs. For
example, Morgan Delaware is a founding $1 million stock-
holder in Detaware Community Investment Corporation
(*DCIC”), a multi-bank owned corporation, which pro-
vides debt financing and equity [unding, for aflordable
housing development throughout Delaware.”® MCDC, on
behall of Morgan Delaware, arranged and structured a

8. Protestant contests whether the municipal bond activities ol
Morgan Guaranty's affiliates resulted in actual benelits to the public.
The 1994 Morgan Guaranty Examination found that these activities
provided needed capital tor local projects such as schools, hospitals,
and public power and transportation projects.

19, Protestant disputes this conclusion because Morgan Guaranty
listed the same community contacts at the 1994 examination that it
dentifiecd at the 1992 examination. The Board notes that ongoing
coutacts with organizational, community and govermuent leaders, as
wetl as established productive refationships with private, nonprolit
developers or financial intermediaries resulting in public/private part-
nership activities, can assist i a institution’s ascertainmient and
outreach cttorts.,

20, No fees were charged by Morpan Delaware or MCDC (0
establish DCIC o1 for MCDC’s services as administrative agent. ln
addition, Morgan Delaware’s in-house legal department drafted loan
and seewity documents at no cost to DCIC,
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$7.5 million bridge loan Tor DCICTs Fguity Fund. MCDC
acted as agent and lead lender, committing $2.4 million,
Morgan Delaware also is a member ol several housing,
parterships, including the Defaware State Housing Part-
nership and the Wilmington Housing Partnership, commit-
ted to providing affordable housing for first-time buyers
and low- to moderate-income individuals. Since 1991,
Morgan Delaware has extended $7.35 million in credit
comniitments for projects to increase the stock of quality,
affordable housing it New Castle County, Delaware.
Exantners found that Morpan Delaware made substan-
tial contributions 1o a varicty of charitable organizations.
The record indicates that in both 1994 and 1995, Morgan
Delaware contributed approximately $400,000 (o such or-
ganizations. Of its $2.9 million in grants to community-
based nonprofit organizations since 1981, Morgan Dela-
ware has contributed more than 60 percent ol these Tunds
1o organizations tivolved in housing, cconomic and conm-
munity development, Morgan Delaware also has supported
programs that provide assistance to minority groups within
its local community. For example, Morgan Delaware has
committed $ 150,000 o the University of Delaware College
of Business and Liconomics Fortune 2000, a program that
provides minority colfege students with acadeniic, eniploy-
ment and financial assistance. Morgan Delaware also has
contributed $ 100,000 to Wilmington 2000, a public/private
partnership to revitalize downtown Wilnungton, !

D. Conclusion Regarding Convenicucee and Needs
Considerations

T'he Board has carelully considered the entire record, in-
cluding the comments filed in this case, in reviewing the
convenience and needs Tactors under the relevant banking
statutes. Based on a review ol the entire record ol perfor-
mance, including information provided by Protestant and
Morgan Guarantly, and the CRA performance examina-
tons, the Board concludes that the efforts of Morgan
Guaranty and Morgan Delaware to help meet the credit
needs of all segiments of the conununitics they  serve,
including low- to moderate-income neighborhoods, are
consistent with approval.”? For these reasons, and based on
all the facts of record, the Board concludes that conve-

21, Through the Delawae branches, Morgan Guaranty plans to
continue the CRA-related activities of Morpan Delaware on consum-
mation of the proposal.

22. The Board also has received comments from a company allep-
ing that MCDC refused to invest in a community development prod-
uct created by the commenter and, in fact, expropriated the product for
its ownt use. This commenter also atleges that HMDA data filed by
one ol Morgan’s subsidiary banks may indicate illegal discrimination
and that Morgan & Co.'s nonbanking subsidiary. 1.1 Morgan Capital
Corporation, ilfegally discriminates against companies owned by i
noritics and womien, The commenter’s business dealings with MCDC
involve an individual private transaction that does not reflect ad-
versely on the record of CRA performance ol Morgan Guaranty and
Morgan Delaware, 'Phe Board also notes that a comt may provide
comuenter with an appropriate remedy il illegal use ot the comment-
er’s investiment product can be substantiated. Commenter’s allega-
tions ol illegal discrimination do not show that Morgan & Cols

nience and needs considerations, including the CRA perfor-
mance records of Morgan Guaranty and Morgan Defaware,
are consistent with approval of the applications.

Other Considerations

The Board also has concluded that the financial and mana-
gerial resources and Tuture prospects of institwtions -
volved as well as other factors the Board must consider
under sections 9 and 25 of the Federal Reserve Act are
consistent with approval in light ol all the Tacts of record.

Based on the forepoing and all the facts of record, the
Bouard has determined that these applications and notice
should be and hereby are, approved.” The Board’s ap-
proval of the proposal is conditioned on compliance by
Morgan Guaranty with the commitiments made in conniee-
tion with the proposal. For purposes ol this action, the
commitments and conditions relied on in reaching this
decision are deemed 1o be conditions imposed in writing
by the Board and, as such, may be enforeed in proceedings
under applicable law.

The merger of Morgan Guaranty with Morgan Delaware
shall not be consummated before the filteenth calendar day
following the cllective date of this order, or later than three
months alter the etlective date ol this order, unfess such
period is extended for good cause by the Board or the
Reserve Bank, acting pursuant 1o delegated authority.

By order of the Board of Governors, effective April 29,
1996.

subsidiaries eagaged in any activities on a basis prohibited by law
such as race or gender, and are not suppotted by the Tacts ol recond.

23, Protestant states that one loan cnlry on Morgan Delaware’™s 1994
Loan Application Register indicates insuflicient income to support the
amount of the loan. The Board has considered this comment in light of
all the facts ol recond, including repotts ol examination assessing the
linancial and manageial iesources of Morgan®s subsidiaty banks, and
has sullicient supervisory authority (o addiess any substantiated un
sate or unsoutkl lending practices. Protestant also alleges that Morgan
& Co.'s merger and acquisition advisory services have had a nepative
ellect on low- to moderate -income and minority neighborhoods
through the foss of jobs and plant and branch closings. Protestant also
believes that these advisory services nay be anti-competitive when
provided to bank holding company chients. The record does not
support the conclusion that these services are being provided in
violation of any applicable banking regulations or that an adverse
clfect on a community resulting from a transaction advised by Morgan
& Co. is related o a statutory lactor required to be considered in the
proposal. The Bowd also notes that it has considered all of Protes
tant’s comments in assessing the wlevant statutory factors and: has
concluded that none of these conmients wartants denial ol the pro
posal.

24, Protestant tequests that the Board delay action on the proposal
pending a review of Morpan Delaware™s mortgage foan files, a de-
tarled inquiry into the mortgage- backed activities, including multifam
ily housing activitics, of Morgan Guaanty, Morgan Secutities and )P,
Morgan Commercial Mortgage Finance Corp., and the results of @
new CRA examination of Morgan Guaanty. As discussed above, the
Board has carelully reviewed the record in thns case, including Protes
tant’s comments and Morpan Guaranty s responses. Based ot all the
facts of 1ecord, the Board concludes that the 1ecord is suflicient (o act
on the proposal at this time, and that delay or denial of the proposal on
the grounds of informational nsutliciency is not wartanted,
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Volting tor this action: Chairman Pro Tempore: Greenspan and
Governors Kelley, Phidhips, and Yetlen: Absent and not votigg: Gove-
nor Lindsey.

JENNIFER J. JOHNSON
Deputy Secretary of the Bowrd

Signet Bank
Richmond, Virginia

Order Approving the Merger of Banks and Fstablistnnent
of Bank Branches

Signet Bauk, Richmond, Virginia ("Signet VA™), a state
member bank. has reguested Board approval under seetion
18(¢) ol the Federal Deposit Insurance Act (12 U.S8.C
§ 1828(c) (the “Bank Merger Act™) to merge with Signet
Bank N.AL Falls Chorch, Virginia (“Signet NA™), with
Signet VA surviving the mergert Signet VA also has
requested Board approval under section 9 of the Federal
Reserve Act (12 US.CL § 321) to establish branch oftices
al the current tocations ol the Signet NA branch oflices.”

Notice of the applications, alfording interested persons
ik opportunity (o submit comments, has been given in
accordance with the Bank Merger Act and the Board™s
Ruales of Procedure (12 C.ER. 262.3(b). As required by
the Bank Merger Act, reports on the competitive eftects of
the merper were requested from the United Stales Attorney
General, the OCC, and the Federal Deposit Insurance Cor-
poration. The time Tor filing comments has expirved, and the
Board has considered the applications and all the facts of
record in light of the factors set forth in the Bank Merger
Act and section 9 of the Federal Reserve Act

Signet VA und Signet NA are wholly owned subsidiaries
of Signet Banking Corporation, Richmond, Virginia (7 Sig-
net™). Signet is the sixth largest commercial banking orga-
nization in Virginia, controlling deposits of approximately
$4.8 billion. representing 7.8 percent ol the total deposits
in commercial banking organizations in Virginia, and is the
fifth largest commercial banking organization in the Dis-
trict ol Columbia, controlling deposits ol approximately
$441 million, representing 5 pereent of the total deposits in
commerceial banking organizations in the District of Co-
fumbia.® This proposal represents a reorganization of Sig-
net’s existing banking operations. Based onall the Tacts of
record, consummation of the proposal would not have any
stgnificantly adverse elfects on competition in any relevant
banking market.

The Board also concludes that the financial and manage-
rial resources and future prospects of Signet VA ure consis-
tent with approval of these applications, as are the conve-
nicnce and needs of the communities to be served. and the

L. Signet NA relocated its main oftice from the District of Columbia
to Falls Church, Virginia, a distance of fess than 30 miles, atter
approvial by the Office of the Comptrolier of the Cunieney (7OCC™),

2 The tocations of the banches that Signet VA proposes to estih
lisleare listed in the Appenchiy,

3. Deposit data ane as of June 30, 1995,

other factors that the Board is required to consider under
the Bank Merger Act and the Federal Reserve Act.?

Based on the foregoing and all the tacts of record, the
Board has determined that these applications should be,
and hereby are, approved. The Board’s approval ol this
propaosal is conditioned on compliance by Signet VA with
the commitments made in connection with these applica-
tions. For purposes of this action, the commitments and
conditions relicd on in rcaching this decision are both
conditions imposed in writing by the Board and, as such,
may be entoreed in proceedings under applicable law,

The merger of Signet NA with and into Signet VA may
not be consummated before the fifteenth calendar day
following the effective date of this order, and this proposal
may not be consummated later than three months after the
cllective date of this order, unless such period is extended
by the Board o1 by the Federal Reserve Bank of Richmond,
acting pursuant to delegated authortty,

By order ol the Board of Governors, cllective April 29,
1996.

Votmg for this action: Chainnan Pro ‘Tempore Greenspan and
Governors Kelley, Phillips, and Yellen, Absent and not votmg: Gover-
not Landsey.

JENNIFER J. JOHNSON
Deputy Secretary of Board

Appendiv

Branch offices of Signet NA 1o be established by
Signet VA

[ 1510 K Street, NW, Washington, DC 20005

2, 2119 Bladensburg Road, NE, Washington, DC 20018
301350 F Street, NW, Washington, DC 20045

4. 1850 M Street, NW, Washington, DC 20036

5.5025 Connecticut Avenue, NW, Washington, DC 20008

o Section 9 ot the FRA prohibits o state miember bank from
estabhishing and operating a branch at any location unless a national
bank would be permitted to establish and operate o branch at that
location, 12 US.CL§ 321 The OCC has detenmined that Signet NA
may establish and operate branches in Virgmea and (he District ol
Columbra after its relocation to Virginia aud would permit two na-
tonal banks focated in Virginia to merge and retain branches in
Vitginm and the Didrict of Columbia. Section 9 of the FRA, there-
tore. would not prevent Signet VA lom retaining Signet NA's
branches m the District of Columbia, fo addition, the establishiment of
these branchies is pernissible under the Tuws ol the Commonwealth of
Virginin and has been approved by the Virgina State Corporation
Commiission. See Signer Bank, Certificate of Authority, case number:
BAN19960053, Aptil 17, 1996, The establishment ol these branches
also iy pernussible under the laws ol the Distiict of Columbia. Corpo-
rations engaged noand doing a bankig business m the Distrier of
Columbia on Mwch 4, 1933, may continue to engage in that business.
D.CoCode Annc§ 26 10360 (1991 Repl. Vol Signet NA has
been continuousty doing a banking business in the District of Colum
b sinee prior o Mareh < 19330 Faithermore, Signet VA may
estabhish these branches i the Disnict of Columbia as the successor
interest o Sipnet NAL See Va, Code Ann, § 6.1 dd (Michie 1990);
D.CCode Anne § 29 370¢4) (1991 Repl. Vol.).
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6. 215 Pennsylvania Avenue, S, Washington, DO 20003
7. 1130 Connecticut Avenue, NW, Washmgton, DC 20030
8. 400 7th Street, NW, Washington, DC 20004

9. 620 Michigan Avenue, NE, Washington, DC 20064
1001287 il Street, N1, Washinglon, DC 20002

[, 484t Massachusctts Avenue, NW, Washington, DC 20016
2. 3940 Minnesota Avenue, NE, Washinglon, DC 20019
13, 2801 Georgia Avenue, NW, Washington, DC 20001
14, 1400 Montana Avenue, N, Washington, DC 20018
I5. 1850 K Street, NW, Washingtomn, DC 20006

6. 1532 Benning Road, NE, Washington, DC 20002

ORDERS ISSULD UNDER INTERNATIONAL BANKING ACT

Cedel Bank, S AL
L.uxembourg

Order Approving Establistunent of a Representative
Office

Cedel Bank, SA. ("Bank™), Luxembourp, a {orcign bank
within the meaning of the Intetnational Banking  Act
(“IBA), has applied under section {(a) of the TBA
(12 US.CL§ 3107(a)) 1o establish a representative oftice in
New York, New Yok, The Foreign Bank Supervision
Lnhancement Act of 1991, which amiended the 1BA, pro
vides that a foreign bank must obtain the approval of the
Board to establish a representative olfice in the United
States.

Notice of the applicatton, allording interested persons an
opportunity to submit comments, has been published in a
newspaper ol general circulation i New York, New York
(New York Times, November 23, 1994). The time for (iling
comments has expired, and the Board has considered the
application and all comments received.

As ol December 31, 1994, Bank had totab assets of

approximately $2.5 billion. Bank, which is one ol Lurope’s
major seeurities clearing, settlement and custody organiza-
tions, converted to bank status under Luxembourg law as
ol January 1, 1995, Prior to conversion, Bank was licensed
as a non-bank financial institution authorized to conduct
business as a financial advisor and a professional deposi-
tory ol sceuritics and other financial instruments. Bank
continues to be engaged primarily in providing specialized
services relating 1o sceuities clearing and setticment. The
shares of Bank are held directly by Cedel International,
SAL (UParent™), which is a holding company separately
licensed as a professional depository of securities by the
Luxembourg Ministry ol the Treasury. Parent is owned by
approximately 00 banks, sceuritics dealers, and other
{inancial institutions from around the world, None ol Par-
ent’s sharchoiders owns more than 5 percent of its shares.
it acting on an application 1o establish a representative
ollice, the IBA and Regulation K provide that the Board
shall take into account whether the Toreign bank cngages
directly in the business ol banking outside of the United
States, has furnished to the Board the information it needs

to assess adequately the application, is subject 1o compre
hensive supervision or regulation on o consolidated basis
by its home country supervisor, and has provided adequate
assurances of aceess 1o informationr on the operations of
the bank and its afliliates o determine compliance with
ULS. Jaws, (12 LS. § 3107(a); 12 CLIAR. 211.24(d). The
Board may also take into account additional standards as
set forth in the IBA (12 ULS.CL§ 31053 (4)) and Reg,
ulation KK (12 C.ER. 211.24(¢)). The Board previously has
stated that the standards that apply 1o the establishment of a
branch or agency need not in every case apply (o the
establishnent ol a representative office.! Morcover, the
Bouard also has determined that an application by a foreign
bank to establish o representative oftice may be approved
if:
(1) The bank commits that the proposed representative
ollice will engage only in a limited set ol activities
considered to pose minimal risk 1o U.S. narkets ot
LLS. counterparties and
(11) 'The bank is subject to a supervisory {ramework
that is consistent with approval ol the application,
taking into account the limited activities ol the pro-
posed office and the operating record of the bank.”’

In this case, the activitios ol Bank’s representative ollice
would be hmited 10 those refating to Bank’s business as a
provider of clearing, scttlement, and custody services for
nstituttonal customers, including marketing and promo
tonal activities, providing techuical assistance to Bank’s
custoers i North and South Anierica, answering cus
tomer inquirics and cngaging in rescarch. The representa-
tive oflice would not engage in activities such as making
credit decisions on behall of Bank or soliciting business of
anty kind Irom individuals acting in their personal capacity.
With respect (o home country supervision of Bank, the
Board has considered the following information. The Insti-
il Mon taire Fuxembourgeois (“IML”) is the prinary
supervisor of linancial institutions in Luxembourg, and, as
such, is the home country supervisor of Bank. The IMI.
establishes capital and liquidity requirements, evaluates the
financial condition and performance ol all Luxembourg,
financial institutions, and monitors all financial institutions
and their controlling companies for adherence to Luxem-
bourg laws and regulations. The IMI., which has autho-
rized Bank to establish the proposed representative office,
supervises the foreign and domestic activitics of Bank and
Parent.

The IMIL monitors the operations of Bank through the
review ol periodic prudential reports from Bank, the re-
view of reports (rom the Bank’s external auditor and the
IML/s own on-site inspections ol Bank, Bank is required (o
submit o the IML monthly balance sheets, loreipn ex-
change position reports, and solvencey and liquidity ratios.
Lt addition, Bank is required o submit quarterly income
statenients and reports on large exposures and on the

L Cite ens National Bank, 79 Federal Reserve Bulletin 805 (199.3),
2. Promstroyhank of Russia, 82 Federal Reserve Bulletn 599 (1996),
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matutity structure of Bank’s assets and liabilities. ‘The IML
requires Bank to undergo annual cexternal audits by ap-
proved auditors and to forward the results of such audits, as
well as any special audits, to the IML. Bank’s external
auditors are required, among other things, to review Bank’s
accounting and risk management systems and to assess the
reliability of Bank’s periodic prudential reports to the IMLL
The ML is in the process of implementing an enhanced
supervision system for Bank in order to monitor the risks
associated with Bank’s specialized services.

Bank’s operations are conducted primarily from its head-
quarters in Luxembourg, Bank’s internal audit department
performs comprehensive audits at least onee a year, which
include reviews of management processes and practices,
verification of accounting records, and operational proce-
dures and controls. The representative office would be
subject to a comprehensive internal audit at least annually,
the results of which would also be reviewed by Bank's
external auditors.

Based on all the Tucts of record, the Board concludes that
factors relating to the supervision of Bank by its home
country supervisor are consistent with approval of the
proposed representative office. The Board also has deter-
mined that, {or purposes of the [BA and Regulation K,

Bank engages directly in the business of buanking outside off

the United States through its operations in Luxembourg.
Bank has provided the Board with the information neces-
sary to assess the application through submissions that
address relevant issues.

The Board also has taken into account the additional
stundards set forth in section 7 of the IBA and Regula-
tion K (see [2US.C0§  3105()(3)4);, 12 CER.
201.24(cH)2). As noted above, the IML has authorized
Bank to establish the proposed representative office.

‘The Board also has determined that the financial and
managerial factors are consistent with approval of the
representative office. Bank appears to have the experience
and capacity to support the proposed oftice and has estab-
tished controls and procedures Tor the proposed representa-
tive oftice to ensure complianee with US. faw.

Finally, with respect to access to information on Bank’s
operations, the Board has reviewed the relevant provisions
of law in Luxembourg and has communicated with appro-
priate government authorities regarding aceess to informa-
tion. Bank and Parent cach have committed to make avail-

able to the Board such information on the operations of

Bank and any of its afliliates that the Board deems neces-
sary to determine and enforce compliance with the IBA,
the Bank Holding Company Act of 1956, as amended, and
other applicable Federal law. To the extent that the provi-
sion of such information to the Board may be prohibited or
impeded by law, Bank and Parent have 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 addi-
tion, subject to certain conditions, the IML may share
information on Bank’s operations with other supervisors,
inctuding the Board. In light of the commitments provided

by Bank and Parent and other facts of record, and subject
1o the condition described below, the Board concludes that
Bank has provided adequate assurances of access to any
necessary information the Board may request.

On the basis of all the facts of record, and subject 1o the
commitments made by Bank, as well as the terms and
conditions set forth in this order, the Board has determined
that Bank’s application to establish a representative office
should be, and hereby is, approved. Should any restrictions
on access 1o information on the operations or activities of
Bank and any of its afliliates subsequently interfere with
the Board’s ability to determine the compliance by Bank or
its afliliates with applicable federal statutes, the Board may
require termination of any of Bank’s direct or indirect
activities in the United States, Approval ol this application
is also specifically conditioned on compliance by Bank
with the commitments made in connection with this appli-
cation and with the conditions in this order.* The commit-
ments and conditions referred to above are conditions
imposed in writing by the Board in connection with its
decision, and may be enforced in proceedings under
12 U.S.C. § 818 against Bank and its affiliates.

By order of the Board of Governors, effective April 24,
1996,

Voting for this action: Chairman Pro Tempore Greenspan and
Governors Kelley, Lindsey, Phillips, and Yellen.

JENNIFER J. JOIHINSON
Deputy Secretary of the Board

Commerciial Bank “lon Tiriac™, S.A.
Bucharest, Romunia

Order Approving Establishment of « Representative

Office

Commercial Bank “*lon Tiriac”, S.A. (""Bank’’), Buchar-
est, Romania, a foreign bank within the meaning of the
International Banking Act (“IBA”), has applied under sec-
tion 10(a) of the IBA (12 U.S.C. § 3107(0)) to establish a
representative office in New York, New York. The Foreign
Bank Supervision Enhancement Act of 1991, which
amended the IBA, provides that a forcign bank must obtain
the approval of the Board to establish a representative
oftice in the United States.

Notice of the application, affording interested persons an
opportunity to submit comments, has been published in a
newspaper of general circulation in New York, New York
(New York fimes, June 6, 1995). The time for filing com-

3. The Bowd’s authority to approve the establishment of the pro-
posed representative oftice parallels the continuing authority of the
State of New York to license oftices 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
Department, to license the proposed representative oftice of Bank in
accordance with any terms or conditions that the New York State
Banking Department may impose.
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ments has expired, and the Board has considered the appli-
cation and all comments reecived.

Bank, with approximately $29 1 million in assets,' is the
second largest privately owned bank in Romania and the
sixth largest bank overall in that country. Bank was
founded in 1991 and operates through approximately
£S5 brunches in Romania, M, lon Tirtac and parties associ-
ated with him control approximately 32 percent of the total
shares of Bank, The Huropean Bank for Reconstruction
and Development (“TEBRD™Y owns 20 percent of Bank's

shares. No other single sharcholder holds 10 percent or

more of Bank’s shares.

In acting on an application to establish a representative
olfice, the IBA and Regulation K provide that the Board
shall take into account whether the Toreign bank cngages
directly in the business ol banking outside of the United
States, las furnished to the Board the information it needs
(o assess adequately the application, and is subject (o
comprehensive supervision or regulation on a consoli-
dated  basis by its  home  country  supervisor
(12 US.Co§ 310702 12 CHERL 211.24(d)). The Bouard
may also take into account additional standards as set forth
in the [BA (12 US.CU§ 3105(d)(3)-(4)) and Regulation K
(12 CER2H.24(0)(2).

With respect to supetvision by home country authorities,
the Board generally has required Toreign banks that pro-
pose to establish a representative oftice to be subject o a
sipnificant degree of supervision by their home country

supervisor, as determined with reference (o @ number of

factors.” 'The Board also has determined that, in appropri-
ale circumstances, an exception may be made to the gen-
eral representative office standard that would permit ap-
proval of an application by a forcign bank to cstablish a
representative office, il

(1) The bank commits that the proposed representative
office will engage only in a limited set ol activities consid-
cred to pose minimal risk o ULS. markets or ULS. counter-
partics, and

(i) The bank is subject 1o a supervisory [ramework that
is consistent with approval of the application, taking into
account the limited activities of the proposed oftice and the
operating record of the bank .t

L this application, Bank has committed that the activi-
ties of its proposed representative office would be limited
1o general marketing or promotional aclivities, developing
and strengthening correspondent banking relationships, re-
search and consulting activitics, and certain loan solicita-
tion activities. Bank has also committed that the represen

tative oltice would not make credit decisions on behalf of

the parent bank, solicit deposits from other than institu-
tional investors, solicit business ol any kind from individu-
ats acting in their personal capacity, or conduct any activi-
ties related to trading,.

1. !;‘IEITIC:I\ ot September 30, 1995, unless otherwise noted.
2. Citizens National Bank, 79 I ederal Reserve Bulletin 805 (1993),
3. Promstrovbank of Russia, 82 Federal Reserve Bulletin 599 (1996).

With respect to supervision by home country authoritics,
Romania has taken steps to strengthen its system of bank
supervision. Among other things, since 1991 Romania has
enacted laws 1o establish a framework for the supervision
of Romanian banks and fo strengthen their operations. The
National Bank of Romania ("NBR”) is the licensing,
regulatory, and supervisory authority for all banking insti-
ttions in Romania and, as such, is the home country
supervisor ol Bank. The NBR establishes capital and re-
serve requirements, defines permissible banking activities
and operations, and establishes accounting and audit proce:
dures for Romanian banks. The NBR supervises the activi
tics of Romanian banks both within Romania and abroad.
The NBR has authorized Bank to establish the proposed
representative office.

The NBR monitors the operations of” Bank through on-
site examinations, the review of pernodic pradential re-
ports, and the review of external auditor’s reports, The
frequency of on-site examinations is at the discretion of the
NBR but geoerally takes place annually, The scope of
on-site examinations is afso m the discretion of the NBR,
but generally Tocuses on Bank’s capitalization, asset qual-
ity, risk provisions, large exposures, and verification of
data provided i reports to the NBR. Bank is required Lo
submit various periodic linancial and regulatory reports (o
the NBR, including monthly reports of farge loans; quar
terly balance sheets, income statements, and reports on
hard currency commitments and receivables; seniannual
reports on classilied loans; and annual audited financial
statements. The NBR requives Bank 1o undergo annual
external audits and requires the external auditors to take
into account the NBR’s regulatory requirements and stan-
dards. In this context, the external auditors review Bank’s
asset quality and internal controls. By agreenient with the
LBRD, Bank is required to be audited according (o interna
tional standards.

The NBR has the awthority to impose administrative
sanctions on any Romanian bank found 1o be in violation
of the regulations issued by the NBR. The sanctions avail-
able 1o the NBR inclode fimiting the bank’s operations,
imposing lines on the bank, and revoking the bank’s li-
cense.

Bank currently has no oftices outside Romania, Bank’s
internal auditors review the valuation ol securities held by
Bank monthly and review its financial statements guarterly.
The proposed representative oflice would provide guarterly
wrilten reports 1o Bank's head oftice.

Based on all facts of record, the Board concludes that
factors refating 1o the supervision of Bank by its home
country supervisor are consisteut with approval of the
proposed representalive office, taking into account its lim-
ited activities and Bank’s operating record. The Board also
has determined that Bank engapes divectly in the business
ol banking outside of the United States through its banking
operations in Romania, Bank has provided the Board with
information necessary (o assess the application through
submissions that address the relevant issues,

The Board also has taken into account the additional
standards set Torth i section 7 of the IBA and Regula-
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tion K (12US.C§ JHOS(HHLD, 12 C R,
211.24(¢)(2)). As noted above, the NBR has authorized
Bank 1o establish the proposced representative oflice.

The Board has determined that the linancial and manage-
rial factors are consistent with approval ol the representa-
tive office. Bank’s linancial and managerial resources indi-
cale that there iy a reasonable degree of  certainty
concerning the tinancial stability ol Bank, based on its
operating record and financial standing within Romania. In
addition, Bank’s operating, record indicates that it is capa-
ble of complying with applicable faws.

Finally, with respect o access to information about
Bank’s operations, the Board has reviewed the restrictions
on disclosure under applicable law and has communicated
with the relevant government authorities regarding, aceess
to information. Bank has committed to make available to
the Board such information on the operations of Bank and
any of its alhliates that the Board deems necessary 1o
determine and enforce compliance with the IBA, the Bank
Holding Company Act of 1956, as amended, and other

applicable Federal law. To the extent that the provision off

such information to the Bourd may be prohibited or im-
peded by law, Bank has committed to cooperate with the
Board (o obtain any necessary consents or waivers that
ntight be required from third parties in connection with
disclosure of certain information. In light of these commit-
wents and other tacts ot record, and subject to the condi
tion described below, the Board concludes that Bank has
provided adequate assurances of access to any necessary
information the Board may request.

On the basis ol 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 (o establish a representative office
should be, and licreby is, approved. Should any restrictions

on access o nformation on the operations or activitics of

Bank and any of its alliliales subsequently interfere with
the Board's ability 1o determine the compliance by Bank or
its altitintes with applicable tederal statutes, the Board may
require teriination ol any ol Bank’s direct or indirect
activities in the United States. Approval ol this application
is also specifically conditioned on Bank’s compliance with
the commitinents made i connection with this application
and with the conditions in this order.! "The conumitments
and conditions referred to above are conditions imposed in
writing by the Board in connection with its decision, and
may be enforeed in proceedings under 12 US.C0§ I8IR
against Bank and its affiliates.

By ovder of the Bouard ol Governors, eflective April 22,
19906.

4. The Board’s authority to approve the establishment of the pro
posed representative oflice parallels the continuing authority ol the
State of New York to license oflices ol a toreign bank. The Board’s
approval ot this application does not supplant the authority o the
State of New York and ats agent, the New York State Buanking
Departiment, to license the proposcd representative oflice of Bank in
accordance with any terms o conditions that the New York State
Bunking Departiment may impose.

Voting for this action: Chairman Pro ‘Tempore: Greenspan and
Governors Kelley, Lindsey, Philtips. and Yellen,

JENNIFER ). JOIINSON
Depury Secretary of the Board

Creditanstalt-Bankverein
Vienna, Austria

Order Approving Fstablishient of a Branch

Creditanstalt-Bankverein, Vienna, Austria (*Bank™), a for-
cign bank within the meaning ol the International Banking
Act (CIBA’), has applied under section 7(d) of the IRA
(12 U.S.C.§ 3105(D) 1o relocate its existing Tederalty li-
censed unimsured branch Trom New York, New York, to
Greenwich, Connecticut. ‘The Forcign Bank Supervision
Enhancement Act of 1991 (“FBSEA™), which wmnended
the IBA, provides that a foreign bank must obtain the
approval of the Board to establish o branch in the United
States.

Notice of the application, affording interested persons an
opportunity o comment, has been published in a newspa-
per ol general circulation in Greenwich (The New York
Times, December 12, 1995), The time for filing comments
has expired, and the Board has considered the application
and all comments received.

Bank, with total consolidated assels ol approximately
$64 bitlion, is the sccond largest bank in Austria.' The
Republic off Austria, which owns 09.5 percent ol Bank’s
voting shares, is Bank’s largest sharcholder. No other sin-
ale sharcholder holds S percent or more of the outstanding,
voting shares of Bank.

In addition 1o its network ol domestic branches, Bank
operates varjous financial subsidiaries engaged i con-
sumer linance, leasing, trade finance, investment banking,
risk management, and housing linance activities in Austria,
Bank afso is the largest sharcholder in three Austrian
regional banks, International operations include branches,
representative offices, and banking and financial subsidiar-
ics located in Burope, Asia, Latin America, and the United
States. I the United States, Bank operates the branch in
New York, New York, representative oftices in Atlanta,
Georgia, and San Francisco, California, and numcerous
nonbank subsidiarics that are authorized to engage in leas-
ing, commercial lending, investment advisory activitics,
loan acquisition and servicing, brokerage and permissible
securities activities, and the issuance ol commercial paper.

Bank’s current home state under the 1BA and Regula-
tion K is New York. Upon relocation, Bank would change
its home state to Connecticut,” The proposed branch in
Connecticut would conduct a wholesale commercial bank-

1AL datacare ws of Seplember 30, 1995,

2. Under Regalation K, a foreign bank may change its home state
once provided donwestic branches established and investments in banks
acquired inreliance on its original home state selection are conformed
to those that would have been permissible had the new houe state
been selected as s lome state originally, (See 12 C 1R 211.22(0)).



ing, business ideatical to the banking business currently
engaged in by the New York branch, which would be
closed. Bank states that the relocation would result in
substantial savings with respect to real estate lease expendi-
tures, human resources, tax obligations, and other costs.
Upon relocation, all asscts of the New York branch would
be transferred to the Connecticut branch,

The Austrian Lederad Ministry of Finance (the **Minis-
try”"y has no objection to the establishment of the proposed
branch. Bank has also received approval from the Ollice of
the Comptroller ol the Currency (the “OCC”) to relocate
the New York branch to Connecticut.

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 engapes direetly in the business of banking
outside of the United States, and has furnished to the Board
the information it needs o adequately assess the applica-
tion. The Board also must determine that the foreign bank
is subject 1o comprehiensive supervision or regulation on a
consolidated  basis by its home  country  supervisor
(12 US.C. §3105(dX2)). The Board may also take into
account additional standards as set forth in the 1BA
(12 U.S.C.§ 3105(d)(3)-4)) and Regulation K (12 CLER.
211.24(0)).

Buank engages directly in the business ol banking outside
of the United States through its commercial banking opera-
tions in Austria, Bank also has provided the Board with the
information necessary to assess the application through
submissions that address the relevant issues.

Regulation K provides that a foreign bank will be con-
sidered o be subject to comprehensive supervision or
regulation on a consolidated basis i the Board determines
that the bank is supervised and regulated in such a 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 (o any affiliate, to
assess the overall tinancial condition of the lorcign bank
and its compliance with law and regulation (12 C.ER,
211.24¢c)(h)).’?

Under Connecticat law, Bank must designate Counecticut as its home
stade,
3. I assessing this standard, the Bowd considers, among, other
factors, the extent to which the home country supervisors:
(i) Ensure that the bank has adequate procedures tor mmonitoring,
and controlling its activities worldwide;
(i) Obtain inlormation on the condition of the bank and its
subsidiarics and oliices through regular examination reports,
audit reports, o1 otherwise;
() Obtain information on the deatings with and refationship
between the bank and its afliliates, both forcign and domestic;
(iv) Receive from the bank financial reports that we consolidated
on a worldwide basis, or comparable information that permits
analysis ol the bank s financial condition on a worldwide consol-
idated basis;
(v) Lvaluate pradential standards, such as capital adequacy and
risk asset exposure, on a worldwide basis.
These are mdicia of comprehensive, consolidated supervision. No
single factor is essential and other elements may inforn the Bowd’s
determination.
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In this case, with respect to the issue ol supervision by
home country authoritics, the Board has considered the
following information. The Ministry has primary responsi-
bility fTor rcgulating and supervising credit and financial
institutions in Austria and theic branches located abroad.”
The Ministry has the authority to grant and revoke licenses
for such institutions, authorize merger or altiliation of
credit stitutions, authorize the establishment of lorcign
branches, approve new banking activities, and sct capital
standards.” The Austrian National Bank (“*Central Bank™)
also s closely involved in supervision; it receives and
processes periodic reports from credit institations, renders
opinions on certain reports 1o the Ministry, and may also
supervise foreign branches at the request of the Ministry.

While the Ministry has the authority to conduct on-site
examinations of Austrian credit institutions, it has not
exercised its authority to do so. It prinarily relies on the
review of periodic Gnancial and regalatory reports, the
review of reports prepared by external auditors, and the
appointment of state conmmissioners to certain banks.© The
Ministry may obtain any information required (0 assess a
credit institution’s compliance with the Auostrian Banking
Act and other applicable laws.

Bank is required to submit to both the Ministry and the
Central Bank a number of monthly, quarterty, and annual
financial statements. Annual linancial statements are pre-
pared [or the Ministry on a consolidated basis; Bank also
submits consolidated monthly reports to the Central Bank
with respect to liquidity, capital, and major investments
and holdings. Other monthly statements submiitted o the
Ministry include balance sheets and reports on liquidity,
own funds, assct quality, off-balance sheet transactions,
open foreign exchange positions, rish-based capitad calcula-
tions, large credil exposures, and certain major invest-

4. A eredit insttation s an institution authotized to lransact banking
activities. A financial institution 1s o non-bankg entity that may
engage in certain lnancial activities such as leasing, over-the counter
foreign exchange, and providing linancial advice to companies and
tnchividuals.

5. The Ministry has various enforcement powers available in s
supervision ol Austrian banks, including, inter alia, tevying of mone-
tary lines, removal of individuals trom ollice, and revocation ol the
license of the bank.

6. The Ministry appoints a stale commissioner (o serve at credit
mstitutions whose balance sheet assets exceed ATS S billion (approxi-
mately $500 million), meluding Bank. The state commissioner has the
authority to participate v aff general meetings of shareholders, wll
sessions of the supervisory board, and all mectings ol the supervisory
bowrd subcommiltees cmpowered to nuke decisions. 1 the state
commissioner deternines that decisions adopted by any ol these
bodies would result i a viofation of faw, lic may enter an objection
which would defay the excecution ol the resolution o allow the
Ministry (o express an opinion, and it deemed necessary, take appio-
priate action,
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nients.” Quarterly reports also are submitted to the Ministry
with regard to carnings performance,

Bunk states that its external auditor performs an annual
audit of its worldwide operations. The auditing firm is
responsible for reviewing Bank's annual financial state-
ments and certifying that they comply with statutory provi-
sions of the Austrian Banking Act. The results ol the
review are included ina separate veport that is required to
be submitted to the Ministry. The annual audit also coni-
prises a review ol asset valuations, including whether
required depreciation, value adjustments, and adequate pro-
visions have been made. The external auditor is under an
obligation to inform the Ministry and Central Bank imme-
diately i 1t finds that Bauk’s financial condition has deteri-
orated such that it may not be able to meet its obligations
or that the credit institution is violating applicable laws or
repulations.” The external auditor also must inform the
Ministry if the management of Bank fails to provide re-
quested information.

Austian credit institutions, including Bank, are subject to
certain restrictions with respect to (ransactions with afiifi-
ates and investments in other corupanies. Loans to compa-
nics that arc managed or owned by a manager or owner of
an Austrian eredit institution may not be extended without
the consent of the credit institution’s supervisory board.
Furthermore, the supervisory bourd must receive a report
of such loans cach year, Austrian credit institutions also

may not have investments in other compiiies in excess of

15 percent of their capital unless the acquired company is a
credit or linancial institution, engages in banking activities,
or is an insurance company. With certain exceptions, the
aggregate (nvestment 0 all compariies other thae those
noted above is limited to 60 percent of the bank’s capital.
Any major investments of the bank require the express
consent of the supervisory board and a report on cach
major investment must be provided to the supervisory
board at least once cach year.

With respect to the monitoring of its worldwide opera-
tions, Bank’s internal audit department conducts regular
audits of all its forcign and domestic offices and major

7. Austriwt banking faw requires (e consolidation ol financial
information of all controlled domestic and forcign credit institutions
as well as the major contiotled domestic and Toreign financial institu-
tions, Control exists for these purposes 1f Creditanstalt directly or
indireetly holds wmajority of the institution’s shates, a majority of the
volting rights or the tight (o eleet a majority of the management or
supetvisory board, or if it otherwise has the right 1o exercise a
controlling influence, Major investments are those whose book value
amounts 1o 7 mitlion schitlings (approximatety $700,000) and exceeds
15 percent of the credit institution’s capital.

Although Bank is not requited to consolidate e by line the
accounts of the thiee regional Austrian banks in which it is the largest
sharcholder bt holds Tess than 50 pereent ownership, tt presents a
combination of its consolidated balance sheet with the three regional
hanks voluntarily m its annual repoit,

8. 'The appointiment of the auditor must be repoited to the Ministry
which has the authority to reject such appointment. "The Ministry also
has established grounds for disqualification of” auditors based on
cicumstances, such as Lack of expertise or conflicts ol interest, that
would suggest that an orderly audit would be unlikely.

subsidiarics. Audit reports of the parent bank and its
branches are distributed to Bank’s board of directors. With
respect to international operations, the local audit depart-
ment in cach branch and major subsidiary repotts direetly
to the internal audit department ol the head oflice. The
head oflice audit department approves the annual audit
plans of the local offices and receives all audit reports. Tn
addition, head office auditors visit the forcign branches and
major subsidiaries at least annually and review certain
arcas of the local operations.”

Bank also monitors and controls its worldwide opera-
tions by requiring the preparation and review of a variety
of financial reports, which analyze product, customer, and
unit performance. These reports are also Torwarded to the
external auditor. The internal auditors are required to ver-
ity the accuracy of information supplied by subsidiarics 1o
the parent company, the external auditors, the Ministry and
the Central Bank.

Based on all the facts ol record, including the informa-
tion described above, the Board concludes 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 i section 7 of the 1IBA (see 12 U.S.C.
§ 3105(d)(3)-(4); 12 CLR, 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 Ministry to establish the proposed federally-licensed
uninsured branch. In addition, the Ministey may share
information on Bank’s operations with other supervisors,
including the Board.

Austria is a signatory to the Basle risk-based capital
standards, and Austrian 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 LS. 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 to ensure compliance with ULS. taw, as well
as controls and procedures for its worldwide operations in
peneral.

Finally, the Board has reviewed the restrictions on dis-
closure in relevant jurisdictions in which Bank operates
and has communicated with refevant government authori-
ties about access Lo information. Bank has committed that
it will make available to the Board such information on the
operations of Bank ~ud any affiliate of Bank that the Board

9. For example, an audit of selected credits is performed annually
by the audit manager of the U.S. branch, supported by a representative
of the head othee’s internal audit division, This is in addition to the
audit performed annually by the external auditors in the U.S. under
instructions trom the head oflice.



deems necessary 1o determine and enforee compliance with
the IBA, the Bank Holding Company Act ol 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 1o 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 Ministry may share information on
Bauk’s operations with other supervisors, including the

Board. In light of these commitments and other lacts of

record, and subjeet to the condition described below, the
Board concludes that Bank has provided adequate assur-
ances of access 1o any necessary information the Board
may request.

On the basis of all the facts ol record, and subject 1o the
commitments made by Bauk, as well as the terms and
conditions set forth in this order, the Board has determined
that Bank’s application to establish a lederally-licensed
uninsured branch should be, and hereby s, approved.
Should any restrictions on access to information on the
operations or activities of Bank and ity afliliates subse-
quently interlere with the Board’s ability to obtain informa-
tion to determine and enforce compliance by Bank or its
aftiliates with applicable federal statutes, the Board may
recommend termination ol any of Bank’s direct or indirect
activities in the United States. Approval ol this application
is also specifically conditioned on Bank’s compliance with
the commitments made in connection with this application
and with the conditions in this order.'® The commitments
and conditions relerred to above are conditions imposed in
writing by the Board in connection with its decision, and
mity be enforeed in proceedings under (2 US.CL§ [818 or
12 U.S.C.§ 1847 against Bank, its oflices, and its alliliates.

By order of the Board ol Governors, eftfective April 22,
1996.

Voling tor this action: Chairman Pro Tempore Greeonspan, and
Governors Kelley, Lindsey, Phillips, and Yellen.

JENNIFER J. JOIINSON
Deputy Secretary of the Board

Komereni Banka, a.s.
Prague, Czech Republic

Order Approving Establishunent of « Representative
Office

Komereni Banka, as. (“Bank”), Prague, Czech Repubtic,
a forcign bank within the mecaning of the International
Banking Act (“IBA’), has applicd under section 10(a) of

10, The Board’s awthority to approve establistunent of the proposed
branch oflice paratlels the continumg authority of the OCC to license
federal oflices ol a turcign bank. The Board’s approval of tlns applica-
tion does not supplant the authority of the OCC to license the
proposed branch otfice of Bank in accordance with any teims or
conditions that the OCC may impose.

Legal Developments 597

the IBA (12 ULS.CL§ 3107(0) to establish a representative
olffice in New York, New York. ‘The Foreign Bank Supervi-
sion  Lnhancement Act of 1991 (“FBSEA”), which
amended the IBA, provides that a forcign bank must obtain
the approval of the Board to establish a representative
office in the United States.

Notice ol the application, affording interested persons an
opportutiity to submit comments, has been published in a
newspaper of general circulation in New York, New York
(The New York Times, April 24, 1995). The time lor filing,
comments has expired and the Board has considered the
application and all comments received.

Bank was cstablished in 1990 to assume most of the
commercial banking operations of the former State Bank
of Czechoslovakia, and was converted o a joint stock
company in 1992, At present, the National Property Fund
of the Czech Republic, a governmental entity established
to administer and privatize the stale’s interest in stale
propertics, owns 48.7 pereent ol Bank’s shares. The re-
mainder of Bank’s shares are widely held by various
investment privatization funds, pension funds, and private
investors.

Bank is a universal bank that is principally engaged in
commercial and retail banking, foreign exchange, trade
finance, and investment banking. Bank operates approxi-
maltely 380 oftices throughout the Czech Republic, and
representative oflices in the United Kingdom, Germany,
and Russia, Bank also controls a subsidiary bank in the
Slovak Republic. Bank also bas investiments in nonbank
companics engaged in activities such as insurance, real
estate appraisal, investment management, bank security
and transportation services, building society lending, leas-
ing, pension fund management, and other financial ser-
vices. As of December 31, 1995, Bank had total assets of
$14.6 billion.

In acting on an application to cstablish a representative
oftice, the IBA and Regulation K provide that the Board
shall take into account whether the foreign bank engages
directly in the business of banking outside of the United
States and has furnished the Board with the information it
needs to assess the application adequately. The Board also
shall take into account whether the foreign bank and any
forcign bank parent is subject to comprehensive supervi-
sion or regulation on a consolidated basis by its honie
country  supervisor  as  set forth in the  IBA
(12 U.S.C. § 3107(a)2) und Regulation K (12 C.ER.
2101.24dY). The Board also takes into account additional
standards as sct forth in (he IBA (12 U.S.C. § 3105(d)3)-
(4)) and Regulation K (12 C.ER. 211.24(¢)).

With respect to supervision by home country authoritics,
the Board has required foreign banks that propose (o estab-
lish a representitive ollice 1o be subject o a significant
degree of supervision by their home country supervisor, as
determined with reference 1o a nuniber ol factors.! The
Board also has delermined that, in appropriate circum-
stances. an exception tmay be made to the general represen-

l. (7‘1'/1':1')1.\'Nunmml Bank, 79 Federal Reserve Budletin 805 (1993).
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tative ollice standard that would permit approval ol an
application by a toreign bank to establish a representative
oftice, if:
(1) 'The bank commits that the proposed representative
oflice will engage only in a limited set o activities
considered to pose minimal risk to U.S. markets or
U.S. counterparties, and
(i) "The bank is subject to a supervisory framework
that s consistent with approval of the application,
taking mto account the Timited activities ol the pro-
posed oflice and the operating record of the bank.”

[n this application, Bank has comniitted that the activi-
ties ol its proposed representative oltice would be limited
1o general marketing or promotional activitics, developing,
and strengthening correspondent banking relationships, re-
scarch and consulting activities, and certain loan solicita-
tion activitics, Bank has also committed that the represen-

tative office would not make credit decisions on behall” of

the parcnt bank, solicit deposits from other than institu-
tional investors, solicil business ol any kind from individu-
als acting in their personal capacity, or conduct any activi-
ties related to trading of securities or forcign exchange.
With respecet 1o supervision by home country authorities,
the Czech Republic has taken steps to strengthen its system
ol bank supervision by, among other things, cnacting sev-

eral laws to establish a framework for the supervision of

Crech banks and to strengthen their operations. Bank’s
primary home country supervisor, the Czech National Bank
(the “CNB™), supervises Czech banks through a combina-
tion of on=site examinations, review ol required regulatory
reports, and internal and external audils.

Comprehensive on-site examinations ot banks that have
been determined to be in satistactory condition through
oft=site supervision generally are conducted every three
years.t Examinations generally cover all arcas of a bank’s
operations, with particular emphasis on management inlor-
mation systems and the credit function. Other specific
arcas of review include credit administration, management
and control functions in the lending arcas, internal controls
and the audit function, and asset quality. Fxamination
findings arce discussed with bank management, and any
identificd problems that cannot be resolved internally by
nragement are resolved through issuance of orders by the
CNB and may be monitored further through supplemental
largeted examinations.

The CNB also establishes various prodential require-
ments relating to, among other things, Baok's capital ade-
quacy, liquidity, credit exposure, torcign exchange posi-
tions, asset quality, and investments in other companics.
Information on Bank’s transactions with affiliates is re-
ported to the CNB in Bank’s quarterly report on loan
classifications, Bank’s investments in nonbank financial

2. Promstrovhank of Russia, 82 Federal Reserve Balletin 399
(1996).

3. Onesite examinations of banks that have had problems in the past
may be conducted mowe trequently, penerally every two ycars,

institutions may not exceed specitied limits without the
prior consent of the CNB. ‘The CNB limits Bank’s loans to
individual subsidiarics, afliliates, and major sharcholders
of Bank.

The CNB monitors Bank’s compliance with these pru-
dential requirements through review of periodic reports
submitted by Bank, which must be reviewed by Bank’s
internal auditors. Bank submits monthty and annual bal-
ance sheets and income statements. Bank also submits,
among, other things, daily reports on foreign exchange
positions, and monthly reports on loans, deposits, net credit
exposures, selected problem credits, interbank transactions,
investiments in securities, and foreign exchange positions.
Bank submits quarterly reports on liquidity, foreign ve-
ceipts and payments, capitaf adequacy, asset quality, and
interest income and expenses. Bank also prepares an an-
nual business plan for submission to the CNB. Consistent
with Czech accounting standards (“CAS”), regulatory re-
ports generally are submitted to the CNB on an unconsoli-
dated basis for Bank only. Bank presently does not provide
the ONB with financial reports on its nonbank subsidiaries.

Bank is required to engage external auditors to verily
and report on Bank’s condition and results for the fiscal
year. The CNB may reject the firm that Bank sclects as its
external auditor. The external auditors perform annual au-
dits of the balance sheets and income statenients of Bank in
accordance with CAS and adjust these financial statements
to reflect the requirements of international accounting stain-
dards. In addition, Bank’s external auditors conduct opera-
tional audits of Bank (including reviews of accounting,
systems, risk management, management information sys-
tems, data processing, and internal controls), evaluate
Bank’s compliance with CNB regulations, and present
thetr findings to the ONB in a special report.

Bank supervises its domestic offices and subsidiaries
through internal audits.* The internad auditors report their
lindings to Bank’s senior management and to Bank’s su-
pervisory board. Audit committees established al Bank’s
board of directors and supervisory board monitor the activ-
itics of Bank’s internal audit departmient and oversee re-
ports and corrective actions,

Based on all facts of record, the Board concludes that
factors relating to the supervision of Bank by its home
country supervisor are consistent with approval ol the
proposed representative office, taking into account its lim-
ited activities and Bank’s operating, record. T'he Board alse
has determined that Bank engages dircetly in the business
of banking outside the United States through its banking
operations in the Czech Republic. Bank has provided the
Board with information necessary to assess the application
through submissions that address the relevant issues.

The Board also has taken into account the additional
standards set forth in scction 7 ol the IBA and Regula-
tion K (12U8.C.§ 3105(d)(3),(4); 12 CER.
211, 24(¢)(2)). In this regard, the CNB has indicated that it

4. The internal auditors review Bank's toreign operations as needed,



does not object o the establishment of Bank™s proposcd
representative office.

The Board has determined that tinancial and managerial
lactors are consistent with approval of the proposed repre
sentative office. Bank s financial and managerial resources
indicate that there s a reasonable depree ol certainty
concerning the fnancial stability ol Bank, based on its
operating, record and financial standing within the country.
in addition, Bank’s operating record indicates that it is
capable ol complying with applicable laws.

Finally, with respect to access to information about
Bank’s operations, the Board has reviewed the restrictions
on disclosure under applicable law and has communicated
with the relevant government authoritics reparding access
to information. Bank has commitied to make available (o
the Board such information on the operations ol Bank and
its affiliates that the Bowrd deems necessary o deterine
and enforee compliance with the [BA, the Bank Tolding
Company Act of 1956, as amended, and other applicable
Federal law. To (he extent that the provision ol such
information to the Board may be prohibited or impeded by
law, Bank has committed to cooperate with the Board in
obtaining any necessary consents or waivers that might be
required from third parties in connection with the disclo-
sure ol certain information. Iy fight of these commitinents
and other facts of record, and subject to the conditions
described below, the Board concludes that Bank has pro-
vided adequate assutances ol access to any necessary infor-
mation the Board may request.

On the basis of all the facts of record, and subject to the
commitiments made by Bank, as well as the terms and
conditions set forth in this order, the Board has determined
that Bank’s application to establish a representative oflice
should be, and hereby is, approved, Should any restrictions
on access to information on the operations or activities of
Bank and any ol its afliliates subsequently interfere with
the Board’s ability 1o determine the compliance by Bank or
its affiliates with applicable Tederal statutes, the Board may
require termination ol any of Bank’s dircet or indirect
activitics in the United States. Approval of this application
is also specifically conditioned on compliance by Bank
with the commitments made in connection with this appli
cation, and with the conditions in this order.” "The commii-
ments and conditions referred (o above are conditions
imposed it writing by the Board in connection with its
decision, and may be caforced i proceedings under
(2 US.CO8 [818 against Bank and its afliliates.

By arder of the Board of Governors, ellective April 22,
1996,

5. The Board’s authority to approve the establishment of the pro
poscd oftice parallels the contmuing authority of the New York State
Banking Department 1o Heense offices of a foreipn bank. The Board’s
approval ol this application does not supplaat the authority of the
State of New York and its agent, the New York Stae Banking,
Departmett, to license the proposed oflice of Bank in accordance with
any ferms or conditions that the New York State Banking Department
nLty imposc.
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Voting tor this action: Chaitman Pro ‘lempore: Greenspan and
Governors Kelley, Cindsey, Plullips, and Yellen,

JENNIFER 3. JOIINSON
Depity Secretary of the Board

Promstroybank ol Russia
Moscow, Russian I‘ederation

Osder Approving Iistablishnient of a Representative
Office

Promstroybank ol Russia ("Bank ™), Moscow, Russian
Federation, a lorcign bank within the meaning ol the
International Banking Act ("1BA”), has applied under see-
tion 10¢a) of the IBA (12 U.S5.C § 3107(a)) to establish a
representative olfice in New York, New York. The Poreign
Bank Supervision Enhancement Act ol 1991 (“I'BSEA”),
which amended the IBA, provides that a foreipn bank must
obtain the approval of 1he Board 10 establish o representa
tive office in the United States.

Notice of the application, aflording interested persons an
opportunity to submit comments, fias been published in a
newspaper of gencral circulation in New York, New York
(The New York Tines, September 23, 1994), The time lor
filing comments has expired and the Board has considered
the application and all comments received.

Bank was established as a state-owned enterptise in
1922 and was privatized in 1991, No sharcholder ol Bank
currently owns more than 2 percent of its shares. As of
July 1, 1995, Bank had assets ol $1 billion. Bank cngages
in a broad range of banking activities and related financial
services (through a network ol branches in Russia, Tn addi
tion, Bank has 11 bank subsidiaries in Russia.! Bank also
mainfains representative oftices in London, Fogland, and
Geneva, Switzerland.

In acting on an application to cstablish a representative
office, the IBA and Regufation K provide that the Board
shall lake into account whether the foreign bank engagpes
directly in the business of banking outside ol the United
States and has furnished the Board the information it needs
to assess the application adequately. The Board also shall
take into account whether the foreign bank and any foreign
bank parent is subject to comprehiensive supervision or
regulation on a consolidated basis by its honie coun-
try  osupervisor (120 ULS.CU§ 31070 (2); 12 CER.
211.24(ME2N. Thie Board also takes into account additional
standards as set forth in the IBA (12 UL.S.CL§ 3105(d)(3)-
(4)) and Regulation K (12 CFR. 21 1.24(0)).

The Board has discretion under FBSEA with regard to
requirenients it may imposce in conuection with approval off
an application to establish i representative oltice (12 ULS.C
§ 31O760)2); 12 CHR. 2110.24(dy). The Board las stated
previously that the standards that apply to the establish-

I. Bank also has lour noubank subsidianes that engage i market
ing, sceurities activites, real ostate and insurance, and cquuty mvest
ments (less than 20 percent) i seven other nonbank cotnpanics.
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ment of a branch or agency need not in every case apply to
the establishiment of a representative oflice because repre-
sentative oflices do not engage in a banking business and
cannot take deposits or make loans. In evaluating an appli-
cation to establish a representative oflice under the 1BA and
Regulation K, the Board will take into account the stan-
dards that apply to establistunent of branches and agencies,
subject to certain constderations.,

With respect 1o supervision by homie country authoritics,
the Board to date has required foreign banks that proposcd
to establish a representative oflice to be subject to a signil-
icant degree of supervision by their home country supervi-
sor as deterimined with reference to a number of factors.”
This standard, howcever, is not mandated by law and may
not he necessury in instances in which the activities to be
conducted by the proposed representative oflice would be
limited generally 1o traditional representative oftice activi-
tics, such as gathering information or activitics of a gener-
ally promotional nature; the number of proposed cmiploy-
ces would be limited; or there are other particular factors
that minimize the potential of such office to aftfect ad-
versely ULS. customers or counterpartics.

The Board has determined that, in appropriate circuni-
stances, an exeeption may be made to the general represen-
tative oflice standard that would permit approval ol an
application by a foreign bank to establish a representative
oftice, il

(i) The bank comumits that the proposed representative

oltice will cngage only in a limited set of activities

considered 1o pose minimal risk to U.S, markets or LS.
counterpartics, and

(i1) ‘The bank is subject to a supervisory Iramewaork that

is consistent with approval of the application, taking into

account the fimited activities of the proposed oflice and
the operating record of the bank.

In assessing whether a particular applicant would be
cligible for this standard, a review of the home country
supervisory system would be expected to indicate that the
bank’s ome country supervisor is tuking definite action to
implement a system of supervision containing the factors
previously required in representative oftice applications.

Pernissible activitics normally would include soliciting
new non-retail business, conducting research, acting as
linison between the Toreign bank’s head office and custom-
ers in the United States, or other limited purpose tunctions.
Among other things, the limited representative office would
uot be authorized to make toan decisions, solicit deposits

front non-institutional sources, or engage i business off

any kind with individuals acting in their personal capacity.

2. Citizens National Bank, 79 Federal Reserve Bultetin 805 (1993).

4. These would include the extent to which there is a tegular review
ol a substantial portion of the bank’s operations by the honie country
supervisor thirough examination, review of external audits, or a compa-
rable method; submission ol periodic reports relating to financial
pecfonmance: and assurance that the bank has o systenn of internal
mounitonng and control that enabtes bank managenient to adnuister
properly the bank’'s operations.

Further, the number of employees of the representative
oftice would be restricted.

The financial and managerial resources of the bank
would be reviewed to determine that there was a reason-
able degree of certainty concerning, the linancial stability
of the bank, based on its operating record and tinancial
standing within the country. o addition, based on the
bank’s operating record and other information obtained, a
determination would be made that the bank’s record indi-
cated that it was capable of complying with applicable
laws. Finally, all foreign banks, whether operating through
branches, agencies or representative oflices, will continue
to be required 1o provide adequate assurances of aceess (o
information on the operations of the bank and its afliliates
necessary (o determine compliance with ULS. laws.

In this application, Bank has committed that the activi-
ties ol its proposed representative oflice will be limited to
general marketing or promotional activities, developing,
and strengthening correspondent banking relationships, re-
scarch and consulling activities, and certain loan solicita-
tion activities. Bank has also committed that the represen-
tative oftice will not make credit decisions on behalf of the
parent bank, solicit deposits from other than institutional
investors, solicit business of any kind from individuals
acting in their personal capacity, or conduct any activities
related to trading of securities or Torcign exchange.

With respect to home country supervision of Bank, the
Russian Federation has taken steps to strengthen its system
ol bank supervision by, among other things, enacting scv-
cral laws (o establish a framework for the supervision of
Russian banks and to strengthien their operations, The
Central Bank of Russia (the “CBR”) is the primary home
country supervisor of Russian banks. The CBR is imple-
menting the new system of bank supervision, although
such supervision would not be conducted on a consolidated
basis.

Pursuant to its expanded authority, the CBR may issue
bank licenses, set minimum capital standards and pruden-
tial liguidity ratios, specify accounting standards, and li-
cense bank auditors. Oversight ol the banking operations
of Bank currently is carried out by the CBR primarily
through review of required regulatory reports (submitted
monthly, quarterly and annually), and the review of exter
nal audit reports.t None of the reports submitted o the
CBR presently consolidates the operations or linancial
condition ol Bank’s subsidiarics. Monthly regulatory re-
ports submitted by Bank to the CBR include balance sheets
for the head oflice, branches, and the head oflice consoli-
dated with branches. Quarterly reports include reports of
income, changes in balance sheel accounts, and certain
asset quality information. Annual reports include audited
financial statcnients, such as an income statement and
balance sheet, and detailed reports on investments, cash,
and foreign currency.

4. The CBR also has conducted Timted-scope on-site examinations
of cettain of Bank’s operations.
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Bank also is subject to an annual external audit. The
external auditors are required to verily financial state-
ments, and to reporl any negative ot adverse findings.
External audit reports of banks are required to address the
acceuracy of the bank’s linancial reports; the adequacy ol
the bank’s internal controls; compliance with the CBR’s
bookkeeping and accounting requirements; and the bank’s
implementation of recommendations made in the previous
audit.

In addition to the off=site surveillance and external audit
requirements described above, the CBR imposes certain
prudential restrictions on Russian banking, institutions, in-
cluding a requirciment that toans to a single borrower in an
amount cqual to more than 20 percent of capital must be
approved by the CBR.> The CBR does not impose restric-
tions on transactions with aftiliates.

Bank supervises its domestic branches through the ap-
pointment of managers and chiel accountants and through

internal reports, internal audits, and head office review off

branch (inancial plans. Bank monitors its subsidiary banks
through its representatives on the boards of directors, re-
view of activity reports, and biannual mectings with man-
agement of the subsidiaries. The head office conducts au-
dits of all branches, but does not audit Bank’s subsidiarics.

Based on all the lacts of record, the Board concludes that
lactors relating 1o the supervision of Bank by its home
country supervisor are consistent with approval of the
proposed representative office, taking into account its lim-
ited activities and Bank’s operating record. 'The Board has

also found that Bank engages direetly in the business of

banking outside of the United States through its banking
operations in Russia. Bank has provided the Board with the
information necessary 1o assess the application through
submissions that address the relevant issues.

The Board has also taken into account the additional
standards set forth in section 7 of the IBA and Reg-
ulation K (12 US.Co§  3105(d)(),(4); 12 CLER.
211.24(¢)(2)). 'The Board notes that the CBR has approved
the request by Bank to establish the proposed representa-
tive oftice.

The Board has determined that financial and managerial
lactors are consistent with approval of the proposed repre-
sentative office. Bank’s managerial and {inancial resources
indicate that there is a reasonable degree of certainty
concerning the financial stability of Bank, basced on its
operating record and financial standing within the country.
In addition, Bank’s operating record indicates that it is
capable of complying witlt applicable Laws.

Finally, with respect to access to information on Bank’s

5. Additionally, open foreign exchange positions are limited (o not
more than [0 percent of the bank’s capital.

operations, the Board has reviewed the restrictions on
disclosure under applicable law and has communicated
with the relevant government authorities regarding, access
to information. Bank has committed that it will make
available to the Board such information on the operations
of Bank and its affiliates that the Board deems necessary to
determine and catoree compliance with the IBA, the Bank
Holding Company Act ol 1956, as wnended, and other
applicable federal law. To the extent that the provision ol
such information to the Board is prohibited or impeded by
law, Bank has committed to cooperate with the Board in
obtaining any necessary consents or waivers that miight be
required from third partics in connection with the disclo-
sure of certain information. In light of these commitments
and other facts of record, and subject to the conditions
described below, the Board concludes that Bank has pro-
vided adequate assurances of access to any necessary infor-
mation the Board may request.

O the basis of all the facts of record, and subject to the
commitments made by Bank, as well as the lerms and
conditions sct forth in this order, the Board has determined
that Bank’s application to establish a representative oflice
should be, and hereby is, approved. Should any restrictions
on access 1o information on the operations or activities of
Bank and its afiiliates subscquently interfere with the
Bourd’s ability to determine the compliance by Bank or its
alfiliates with applicable federal statutes, the Board may
require termination ol any of Bank’s direct or indirect
activities in the United States. Approval of this application
is also specifically conditioned on compliance by Bank
with the comaiitmerts made in connection with this appli-
cation and with the conditions of this order.® The commit-
ments and conditions referred to above are conditions
imposed in writing by the Board in connection with its
decision, and may be enforced in proceedings  under
12 U.8.C § 1818 against Bank and its affiliates.

By order of the Board of Governors, eflective Aprif 8,
1996.

Voting for this action: Chaitman Pro Tempore Greenspan and
Governors Kelley, Phillips, and Yellen, Absent and not voting: Gover
nor Lindscy.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

6. 'The Board’s authonity to approve the establishment ol the pio-
posed representative oflice parablels any authority of the New Yok
State Bankitg Depattment to ficense ollices ol a loreipn bank, The
Board’s approval of this application would not supplant the authority
of the State of New York, and its agent, the New York Stale Banking
Department, to license thie proposed oflice of Bank in accordance with
any terms or conditions that the New York State Banking Department
Ny tnpose.
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APPLICATIONS APPROVED UNDER BANK THOLDING COMPANY ACT
By the Secretary of the Board

Reeent applications have been approved by the Sceretary of the Board as isted below, Copies are available upon request 1o
the Freedom of hiformation Oflice, Oflice of the Secretary, Board of Governors of the Federal Reserve Systen,

Wiashington, D.C. 20551,

Section 3

Applicant(s)

Compass Banceshares, Inc.,
Birmingham, Alabama

Compass Banks ol ‘Texas, Inc.,
Houston, Texas

Bank(s)

Peoples Bancshares, Inc.,
Belton, Texas

Compass Bancorporation of ‘fexas, Inc.,

Wilmington, Delaware
Compass Bancshares, tne.,
Birmingham, Alabama
Compass Banks of ‘Texas, Inc.,
Houston, 'Texas

Royall Financial Corporation,
Palestine, ‘Texas

Compass Bancorporation of ‘Texas, Inc.,

Wilmington, Delaware

Section 4
Applicant(s)

Capital City Bank Group, Inc.,
Tallahassce, Florida

Nonbanking Activity/Company

First Financial Bancorp. Inc.,
Tallahassee, Florida

APPLICATIONS APPROVEED UNDER BANK THOLDING COMPANY ACT

By Federal Reserve Banks

Eiffective Date

April 17, 1996

April 22, 1990

[iftective Date

April 1, 1996

Recent applications have been approved by the Federal Reserve Banks as listed below. Copics are available upon request (o

the Reserve Banks.

Section 3

Applicant(s)
ABC Bancorp,

Moultrie, Georgia
Absarokee Bancorporation,
Absarokee, Montana
Am-First Financial Corp.,

Madison, South Dakota
Farmers and Merchants
Investment Co.,
Omaha, Nebraska
BancTenn Corp.,
Kingsport, 'Tennessee

Bank ol Waunakee Employee Stock

Ownership Plan,
Waunakee, Wisconsin

Bank(s) Reserve Bank [iffective Date

Southland Bancorporation, Atlanta April 16, 1996
Dothan, Alabama

United Bank of Columbus, N.A., Minneapolis April |7, 1996
Columbus, Montana

Amctican Federal Bank, Minneapotis April 9, 1996
Madison, South Dakota

Cornerstone Conmmunity Bank, Atlanta March 22, 1996

Chattanooga, lennessee
Buank ol Waunakee,
Waunakee, Wisconsin

Chicago

March 28, 1996



Scetion 3 Continued

Applicant(s)
Bastrop Holdings, Inc.,
Wilmington, Delaware
Beach First National Bancshares,
Inc.,
Myrtle Beach, South Carolina
Brazos Bancshares, Ine.,
Joshua, Texas

BT Financial Corporation,
Johnstowi, Pennsylvania

The Caddo Financial Corporation,
Caddo Mills, Texas

Carnegic Bancorp,
Princeton, New Jersey

Carter County Bancorp, Inc.,
Elizabethton, Tennessee

Central Coast Bancorp,
Salinas, California

City State Baneshares,
[nc.-Delaware,
Daover, Delaware

City State Bancshares, Inc.,
Palacios, Texas

ComBankshares, Inc.,
Prairic Village, Kansas

Community Financial Group, Inc.,
Nashville, Tennessee

Fast Texas Financial Corporation,
Kilgore, Texas

liast Texas (Delaware) Holdings,
Fad.,
Wilmington, Delaware

Fast Texas National, Inc.,
Palestine, Texas

bast Texas-Dover, Ine.,
Wilmington, Delaware

BT Bancorp,
Baton Rouge, Louisiana

First Capital Bankshares, Inc.,
Peoria, Hinois

Bank(s)

The First National Bank ol Bastrop,

Bastrop, ‘Texas
Beach First National Bauk,
Myrtle Beach, South Carolina

Heritape Bagle Corp.,
Red Oak, Texas

Fore Corporation,
Wilmtington, Delaware

Hleritage Bank,
Red Ouk, Texas

The Armistrong County ‘Trust Company,

Kittanning, Pennsylvania
The State National Bank ol Caddo
Mills,
Caddo Mills, Texas
Regent Baneshares Corp,
Philadelphia, Pennsylvania
Cornerstone Community Bank,
Chattanooga, "Tennessee
Cypress Coast Bank,
Seaside, California
The City State Bank of Palacios,
Palacios, Texas

City State Bancshares, Inc.-Delaware,

Dover, Delaware

The City State Bank of Palacios,
Palucios, Texas

Community Bank,
Chapman, Kansas

The Bank ol Nashville,
Nashville, 'Tennessee

Giladewater National Bank,
Gladewaler, ‘Texas

American Bank,
Huntsville, Texas

Equitable Trust Savings Bauk,
Baton Rouge, Louisiana

First Capital Bank (In Organization),
Peoria, Hinois

Reserve Bank
Datlas

Riclimond

Dallas

Philadelphia

Dallas

Philadelphia
Atlanta
San Francisco

Dallas

Dallas

Kansas City

Atlanta

Dallas

Dallas

Atlanta

Chicago
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liftective Date
March 20, 1996

April 17, 1996

April 22, 1990

April 10, 1996

April 9, 1996

Apnil 16, 19906
March 22, 1996
April 24, 1990

April 4, 1996
April 4, 1996
April [, 1996

March 29, 1996

April 23, 1990

March 22, 1996

April 17, 1996

March 18, 1996
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Section 3-—Continued

Applicant(s)

Bank(s)

Reserve Bank

Eflective Date

First Connmerce Baneshares, Inc.,
[.incoln, Nebraska

The Stuart Family Partnership,
Lincoln, Nebraska

T'he Catherine Stuart Schmoker
Family Partnership,
L.incoln, Nebraska

The James Stuart, Jr. Family
Partnership,
Lincoln, Nebrasha

T'he Scott Stuart Family Partnership,
Lincol, Nebraska

lirst Commerce Baneshares, Inc.,
Lincoln, Nebraska

The Stuart Family Partnership,
l.incoln, Nebraska

The Catherine Stuart Schinoker
Family Partnership,
Lincoln, Nebraska

The James Stuart, Jr. Family
Partnership,
l.incoln, Nebraska

The Scott Stuart Family Partaership,
L.incoln, Nebraska

First Michigan Bank Corporation,
Holland, Michigan

First National Monahans
Bancshares, Inc..
Monahans, Texas

First State Bank of Rushmore KSOP
Plan and I'rust,
Worthington, Minnesota

Forrest Baneshares, Inc.,
Forrest, Hlinois

tort Wayne National Corporation,
Fort Wayne, Indiana

George Mason Bankshares, Inc.,
Fairtax, Virginia

Mason Holding Corporation,
Fairlax, Virginia

Holcomb Bancorp, Inc. Employee
Stock Ownership Plan,
Holcomb, 1llinois

International Bancorporation,
Golden Valley, Minnesota

Bank of Bertrand,
Bertrand, Nebraska

First State Bank,
Randolph, Nebraska

Arcadia Financial Corporation,
Portage, Michigan

Arcadia Bank & Trust Company,
Kalamazoo, Michigan

Monahans Delaware Financial
Corporation,
Dover, Delaware

First National Bank of Monahans,
Monahans, Texas

First Rushmore Bancorporation,
Worthington, Minnesota

Firie Bancorp, Inc.,
Lrie, Hlinois

Valley Financial Services, Inc.,
Mishawaka, Indiana

Valley American Bank and Truost
Company,
South Bend, Indiana

The Palmer National Bancorp, Inc.,
Washington, D.C.

The Palmer National Bank,
Washington, D.C.

Holcomb Bancorp, Inc.,
Holcomb, 1llinois

Northern National Bank,
Nisswa, Minnesota

Kansas City

Kansas City

Chicago

Dallas

Minneapolis

Chicago

Chicago

Richimond

Chicago

Minneapolis

April 12, 1990

April 12, 1996

March 27, 1996

April 9, 1996

March 22, 1996

April 11, 1996

April 19, 1996

April 18, 1996

March 15, 1996

April 17, 1996



Section 3---Continued

Applicant(s)

Kanbanc, Inc.,
Overtand Park, Kansas
LeMars Bancorporation, Inc.,
LeMars, Towa

Medina Commuutity Bancsluares,
Inc.,
Hondo, Texas

Medina Community Banestiares of
Delaware, nc.,
Wilmington, Delaware
Monahans Delaware Financial
Corporation,
Dover, Delaware
National Bankshares, Inc.,
Biacksburg, Virginia
Star Bancshares, Inc.,
Austin, Texas

Star Bancshares ol Nevada, Inc.,
Carson City, Nevada

Valley Conununity Bancorp, Iinc.,
St. Charles, Ilinois

Valley Ridge Financial Corporation,
Kent City, Michigan

Westwood Financial Corp.,
Westwood, New Jersey
Westside Financial Corporation,
Kennesaw, Georgia
West ‘Texas Bancshares, Inc.,
Kermit, ‘Texas
White Pine Bancorp, Inc.,
Pine River, Minnesota
Randall Bancorp, Inc.,
Pine River, Minnesota
Norbane Group, Inc.,
Pinc River, Minnesota

Bank(s)

Citizens Bank ol Norborue,
Norborne, Missouri

Brunsville Bancorporation, Inc.,
Brunsville, lowa

First State Bank,
Brunsville, lowa

Merrill Bancorporation, Ine.,
Merrill, lowa

liarmers State Bank,
Merritl, lTowa

Medina Community Bancshares of
Delaware, Inc.,
Wilmington, Delaware

Community National Bank,
[Hondo, 'Texas

Community National Bank,
[ondo, Texas

First National Bank ol Monahans,
Monahaas, ‘Fexas

Bank of Tazewell County,
Tazewell, Virginia

Star Bancshares of Nevada, Inc.,
Carson City, Nevada

First State Bank,
Austin, Texas

First State Bank,
Austin, Texas

Valley Conmununity Bank,
St. Charles, Hlinois

Community Bank Corporation,
Grant, Michigan

Grant State Bank,
Grant, Michigan

Westwood Savings Bank,
Westwood, New Jersey

Fastside Holding Corporation,
Snellville, Georgia

Monahans Bancshares, Inc.,
Monahans, Texas

Bankers Capitat Corporation,
Lusk, Wyoming

Reserve Bank

Kansas Clity

Chicago

Dallas

Dallas
Dallas

Richimond

Dallas

Dallas
Chicago

Chicago

New York
Atlanta
Datlas

Minncapolis

legal Developments 005

Filtective Date

April 24, 1996

April 12, 1996

Apcil 17, 1990

April 17, 1996
April 9, 1996

April 24, 1990

April 9, 1996

April 9, 1996
April 4, 1996

April 19, 1996

April 5, 1996
Muarch 29, 1996
March 19, 1990

April 17, 1996
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Section 4

Applicant(s) Nonbanking Activity/Company Reserve Bank Filfective Date

San Francisco Maich 21, 1990

Capital Corp of the West, To engage de novo in: (i) furnishing

Mereed, California peneral cconomice information and
advice, peneral economic statistical
forecasting services and industiy
studies; (i) providing advice,
inclading rendering fairness opinions
and providing valuation services, in
connection with mergers, acquisitions,
divestitures, joint ventures, leveraged
buyouts, recapitihizations, capitat
structunmgs, and financial transactions
(including private and public
linancing and loan syndications); and

Cominunity Fist Bankshares, Inc.,
Fargo, North Dakota

Community Trust Financial Services
Corporation,
Hiram, Georgia

FONB Corp,
Fredenck, Maryland

First Chicago NBD Corporation,
Chicago, (inois

Harrts Fiancial, M,
Harrisburg, Pennsylvania

Heritage Baneshares Group, Ine.,
Minncapolis. Minnesota
fnterWest Bancorp,
Reno, Nevada
Mid Am, Inc.,
Bowling Green, Ohio
Midstates Baneshares, Inc,,
Harlan, lowa
Pilot Baneshares. Inc.,
Tampa, Florida
South Plains Financial, lnc..
Faubbock, Texas
South Plains Delaware Financial
Corporation,
Dover, Delaware
Texas Baneshares, Ine.,
San Antonio, ‘Texas
The Tampa Baoking Company,
Tampa, Florida

(i11) conductng financial feasibility
stuches

Wheaton Insuranee Apency, Ine,
Wheaton, Minnesota

Personal Finanee Service, Ine.,
Rossville, Georgia

Rock City Enterprises, Inc.,
Rockmait, Gieorgia

Harbor Iivestment Corporation,
Odenton, Maryland

Odenton Federal Savings and Loan
Association,
Odenton. Maryland

Barrmgton Bancorp, Inc.,
Barrington, Hlinois

It Federal Savings Bank,
Barrington, Hlinows

First Harrisburg Bancor, Inc.,
Harrisburp, Pennsylvania

Iirst Federal Savings and Toan
Association ol Harrisburg,
Harrisburg, Pennsylvania

To engage m making and servicing
loans

Interwest Mortgage,
Reno, Nevada

Mid Am Credit Corp.,
Columbus, Ohio

Midstates Financial Servicees,
FHarlan, Towa

National Atreralt Finance Company,
Lakeland, Ilorida

South Plains Financial Services, Ine.,
[.ubbock, Texas

To enpage de novo in lending activities

Flonda lnvestment Advisors, Inc.,
Tampa, Flonda

Minncapohs

Atlanta

Richmond

Chicago

Philadelphia

Chicago

San Francisco
Cleveland
Chicago
Atlanta

Dallas

Dallas

Atlanta

Aprit 1, 1996

March 26, 1996

April 10, 1996

Apiil 1, 1990

March 29, 1990

April 12, 1996
April 9, 1996
April 1, 1996
April 2, 1990
March 22, 1990

Muarch 22, 1996

April 24, 1996

Muarch 27, 1996
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Section 4—Continucd

Applicant(s) Nonbanking Activity/Company Reserve Bank Effective Date
Mason Holding Corporation, Palmer National Mortgage, Inc., Richmond April 18, 1996
Lairfax, Virginia Rockville, Maryland

George Mason Bankshares, Inc.,
Fairfax, Virginia

APPLICATIONS APPROVED UNDER BANK MERGER ACT
By the Secretary of the Board

Recent applications hiave been approved by the Secrctary of the Board as listed below, Copices are available upon request to
the Freedom of Information Oflice, Oflice of the Sccretary, Board of Governors ol the Federal Reserve System,
Washington, D.C. 20551,

Applicant(s) Bank(s) Liftective Date

Citizens Commercial and Savings Bank, Second National Bank of Saginaw, April 11, 1996
Flint, Michigan Saginaw, Michigan

National Bank of Royal Oak,
Royal Oak, Michigan

State Bank of Standish,
Standish, Michigan

Second National Bank of Bay City,
Bay City, Michigan

Grayling State Bank,
Grayling, Michigan

By Federal Reserve Banks

Recent applications have been approved by the Federal Reserve Banks as fisted below. Copies are available upon request to
the Reserve Banks,

Applicant(s) Bank(s) Reserve Bank Litfective Date
Bank of Tazewell County, NRBI Interim Bank, Richmond April 24, 1996
Tazewell, Virginia Blacksburg, Virginia
Crestar Bank MD, Mellon Bank (MD), Richmond Aprit 19, 1996
Bethesda, Maryland Rockville, Marytand
Elkridge Bank, Odenton Federal Savings and Loan Richmond April 10, 1996
Elkridge, Maryland Association,
Odenton, Maryland
I+ & M Bank, |.ittle Chute Branch of TCEF Bank Chicago March 21, 1996
Kaukauna, Wisconsin Wisconsin (sh,
Milwaukee, Wisconsin
Johnstown Bank and Trust The Armstrong County Trust Company, Philadelphia April 10, 1996
Company, Kittanning, Pennsylvania
Johnstown, Pennsylvania
Marine Midland Bank, River Bank America, New York April 12, 1996
Buftalo, New York Valley Stream, New York
Midland American Bank, Stanton National Bank, Dallas April 24, 1996
Midland, Texas Stanton, Texas
Triangle Bank, Southern Bank and Trust Company, Richmond April 24, 1996

Raleigh, North Carolina Mount Olive, North Carolina
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Bank Merger Act—-Continued

Applicani(s) Bank(s)

Vecetra Bank,
Denver, Colorado

Bank Land Company,
Denver, Colorado
Southwest State Bank,
Denver, Colorado

PENDING CASES INVOLVING T1HE BOARD OF GOVERNORS

This list of pending cases does not include suits against the
Federal Reserve Banks in which the Board of Governors is not
named a party.

Kuntz v. Board of Governors, No. 96- 1079 (D.C. Cir., filed
March 7, 1996). Petition for review ol a Board order dated
February 7, 1996, approving applications by The Fifth
Third Bank, Cincinnati, Ohio, and The Firth Third Bank of
Columbus, Columbus, Ohio, to acquire certain asscts and
assume certain liabilitics ol 25 branches of NBD Bank,
Columbus, Ohio. Petitioner has moved to consolidate the
case with Kuntz v, Board of Governors, No, 95-1495. On
April 8, 1996, the Board filed a motion to dismiss the
action.

Henderson v. Board of Governors, No. 96 1054 (D.C. Cir,,
filed February 16, 1996). Petition for review of a Board
order dated January 17, 1996, approving the merger of First
Citizens BanceShares, Inc., Raleigh, North Caroling, with
Allied Bank Capital, Inc., Sanford, North Carolina. Petition-
ers” motion for a stay was denied on March 7, 1996,

Research Triangle nstitute v. Board of Governors, No.
[:96CV00102 (M.D.NLC., filed February 12, 1996). Con-
tract dispule.

In re: Subpoena Duces Tecum. Misc. No. 96-MS-43(1'P))
(D, D.C, filed February 7, 1996). Motion to enforce a
subpoena issued to the Board seeking, among other things,
bank examination material. On March 8, 996, the matter
was stayed pending the disposition of the application for a
writ of certiorari from i re: Bankers Trust Co., 61 F.3d 465
(6th Cir. 1996),

Inner City PressiConmunity on the Move v. Board of Gover-
nors, No. 96-4008 (2nd Cir., filed January 19, 1996). Peti-
tion for review ol a Board order dated January 5, 1996,
approving the applications and notices by Chemical Bank-
ing Corporation to merge with The Chase Manhattan Cor-
poration, both of New York, New York, and by Chemical
Bank to merge with The Chase Manhattan Bank, N.A., both
of New York, New York. Petitioners’ motion for an ¢mer-
gency stay of the transaction was denied tollowing oral
argument on March 26, 1996.

Hotchkiss v, Board of Governors, No. 3:96CV7033 (N.D.
Ohio, filed January 19, [996). Appeal of order of bank-
ruptey court granting Board’s motion for summary judg-
ment in adversary proceeding challenging dischargeability
of Board consent order,

Reserve Bank Eiftective Date

Kansas City

Menick v. Greenspan, No, 95-CV-01916 (D, D.C., filed Octo-
ber 10, 1995). Complaint alleging sex, age, and handicap
discrimination in employnient.

Kuntz v. Board of Governors, No. 95-1495 (D.C. Cir., filed
September 21, 1995). Petition lor review ol Board order
dated August 23, 1995, approving the applications of The
Fifth "Third Bank, Cincinnati, Ohio, to acquire certain assets
and assume certain liabilities of 12 branches of PNC Bank,
Ohio, N.A., Cincinnati, Ohio, and to establish certain
branches. The Board’s motion to dismiss was filed on
QOctober 26, 1995.

Lee v. Bowrd of Governors, No. 95-4134 (2nd Cir., filed
August 22, 1995). Petition for review of Board orders dated
July 24, 1995, approving certain steps of a corporate reorga-
nization ot U.S. Trust Corporation, New York, New York,
and the acquisition of U.S. Trust by Chase Manhattan
Corporation, New York, New York. On September 12,
1995, the court denied petitioners” motion for an emergency
stay of the Board’s vrders. The Board’s brief was filed on
April 16, 1996.

Beckman v. Greenspan, No. 95- 35473 (Yth Cir,, filed May 4,
1995). Appeal of dismissal of action against Board and
others sceking damages for alleged violations ol constitu-
tional and common law rights. The appellants” briel was
filed on Junc 23, 1995; the Board’s brict was filed on
July 12, 1995,

Board of Governors v. Scott, Misc. No. 95-127 (LFO/PJA)
(D. D.C, filed April 14, 1995). Application to enforce an
administrative investigatory subpocna for documents and
testimony. On August 3, 1995, the magistrate judge issued
an order granting in part and denying in part the Board’s
application. On September 18, 1995, the intervenor moved
for reconsideration of a portion of the magistrate’s ruling.

Money Station, Inc. v. Board of Governors, No. 95-1182
(D.C. Cir., filed March 30, 1995). Petition for review of a
Board order dated March [, 1995, approving notices by
Bank One Corporation, Colambus, Ohio; CoreStates Finan-
cial Corp., Philadelphia, Pennsylvania; PNC Bank Corp.,
Pittsburgh, Pennsylvania; and KeyCorp, Cleveland, Ohio,
to acquire certain data processing assets of National City
Corporation, Cleveland, Ohio, through a jomt venture sub-
sidiary. On April 23, 1996, the court vacated the Board’s
order.

Jones v. Board of Governors, No, 951142 (D.C. Cir., filed
March 3, 1995). Petition for review of a Board order dated



February 2, 1995, approving the applications by irst Com-
erce Corporation, New Orleans, Louisiana, to merge with
City Bancorp, Inc., New Iberia, Louisiana, and First Bank-
shares, Inc., Slidell, Louisiana, Oral argument was heard on
February 27, 1996, On March 26, 1990, the court denied the
petition {or review.

I re Subpoena Duces Teeum, Mise. No, 95 00 (D.D.C, filed
January 6, 1995). Action to enlorce subpoena seeking pre-
decisional supervisory documents sought in connection with
an action by Bank ol New ingland Corporation’s trustee in
bankruptey against the Federal Deposit lisurance Corpora-
tion. The Board filed its opposition on January 20, 1995,
Oral argument on the motion was held July [4, 1995,

Board of Governors v. Pharaon, No. 91-C1V-6250 (S.DD. New

York, filed Septeniber 17, 1991). Action to [reeze assets of

individual pending administrative  adjudication of  civil
money penalty assessment by the Board. On September 17,
1991, the court issued an order temporarily restraining the
transfer or disposition of the individual’s assets.

FINAL ENFORCEMENT DECISION ISSULD BY TIHE BOARD
Ot GOVERNORS

In the Matter of

Interantericas Investments Ltd.
Cayman Islands

Docket Nos.

94-004-B-HC

94- 064-8-11

94 064-CMP-HC
94 064-CMP-11

Final Decision and Order

This is an administrative proceeding initiated by the Board
of Governors of the Federal Reserve System (the “Board™)
on August 8, 1994, by the issuance of a “*Notice of Charges
and of Hearing lssued Pursaant to Section 8(b) of the
Federal Deposit Insurance Act. as Amended ("EDI Act®),
and Notice of Assessmient ol Civil Money Penalty Issued

Pursuant to Section 8(1) of the FDI Act and Scction 8(b) of

the Bank Holding Company Act, as Amended (the ”BHC
Act*)” (the “Notice™) against Interamericas Investments,
Ltd., a Cayman Islands corporation (“IAI™); Peter Ulrich,
an institution-affiliated party of TAL (*"Ulrich™); and Robert
[.. Rice, an institution-aftiliated party of Sun Belt Banc-
shares, Inc. (“Rice™). The Notice alleged that 1AL, and
Ulrich and Rice as institution-aftiliated parties of TAL!

1. “Institution-afliliated party™ is defined m 12 US.CL§ [813(u) as
“any director, oflicer, employee, or controlling stockholder (other than
a bank holding company) of, or agent for, an inswed depository
institution.” 12 U.S.C.§ 1813(u) (emphasis added). These proceed-
ings, instituted under Sections 8(h) (cease and desist order) and 8(i)
(civit money penaltics) of the DU Act, 12 U.S.C §§ 1818(b) and
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violated Scection 3(a) and Scction 4(a) of the Bank Holding
Company Act of 1956, das amended (“BHC Act™);? and
Section 11(a) and Scction 2 1(a) of the Board's Regulation
Y.' The Notice sought the entry ol a cease and desist order
against TAL Ulrich and Rice, and atso sought civil money
penalties in the amounts of $1,000,000 against Al and
$10,000 against Ulrich.® On Febraary 16, 1995, Rice en-
tered into a consent cease and desist order with the Board
pursuant to which he was dismissed from this proceeding.”

Administrative Hearing and Post-Hearing Matters

Alter a week-long hearing, Administrative Law Judge
Walter J. Alprin issued his Recommended Decision on
September 14, 1995, In the Recommended Decision, Judge
Alprin found that the Board had established by a prepon-
derance of the cvidence s allegations against Respon-
dents: that Respondents had violated the BHC Act and
Regulation Y by TAD's acquisition of control of the Na-
tional Bank of Conroe (“NBC”) and of Sun Belt Banc-
shares (**Sun Belt”) without prior Board approval; that in
so doing [AT had violated Section 3(a) ol the BHC Act by
becoming a bank holding company without prior Board
approval; and that Respondents had violated Section 4(a)
ol the BIHC Act by engaging in non-banking businesses
without Board approval through subsidiaries and afliliates
of [AL Accordingly, Judge Alprin recommended the impo-
sition ol civil money penaltics in the amounts sought in the
Notice: $10,000 against Ulrich and $1,000,000 against IAL
Judge Alprin did not recommend the institution of o cease
and desist order against Respondents.

The partics filed tixceptions to the Recommended Deci-
sion on October 23, 1995, Respondents argued in their
exceptions primarily that they had committed no violations
because TAT did not have “control” of NBC or of Sun Belt
within the meaning of the BHC Act. Enforcement Counsel

1818(1), are applicable with respect to bank holding companics by
operation  of 12 LLS.CU§ I8E8()(3),  which  provides  that
12 LLS.CL§ I8E8(DY(s) and 12 ULS.CU§ TRIB) “shall apply (o any
bank holding company, . . . in the same manner as they apply to a
State member insured depository institution.”” Ulrich, as “ministerial
agent” in the United States Tor 1AL s therefore an “institation-
affiliated party” ol TA1 and accordingly subject to these proceedings.
See In the Matter of James 1. Magee, 78 Pederal Reserve Bulletin 968
(1992) (order of prohibition under I'DL Act against individual
institutton-altiliated party of bank holding company).

2,12 U.S.CU 88 1842¢a) and {843(a).

3012 CLER. 2251 1(a), 22521 ().

4. 'the Notice did not seek civil money penaltics against Rice. tn
1992, Rice entered into @ consent order of prohibition and a consent
order of assessment of civil money penaltics with the Oflice ol the
Comptroller of the Cuarrency to settle allegations ol violations in
connection with his role in the 1985 Notice ol Change in Bank
Control filed with the OCC concerning TADs role in the acquisition of
control of NBC. See I the Matter of Robert 1. Rice, Owden 1o Cease
and Desist Issued Upon Consent Pursuant to the Federal Deposit
[nsurance Act, as Amended (February 16, 1995) (consent order); see
infra at B.1. (May 1985 Notice of Change in Bank Controly (1985
Notice of Change in Bank Control).

5. 1AT and Ulrich are hereinatter collectively referred to as “*Respon-
dents.”
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argued in their exceptions that the Administrative Law
Judge should have recommended that the Board impose
cease and desist orders against Respondents. On Janu-
ary 19, 1996, the Scerctary of the Board served notice
pursuant to Section 40 of the Uniform Rules of Practice
and Procedure, 12 CER Part 263 (" Unilorm Rules™), that
the record was deemed complete and subtiitted for final
decision.

Summary of Findings and Conclustons

Upon review of the administrative record, including all
post-trial submissions of the parties, the Bourd herchy
makes its Final Decision, and adopts the Administrative
Law Judge's Recommended  Decision, Recommended
Findings of Preliminary Fact and Recommended Conclu-
sions of Law, except as specifically supplemented or mod-
ificd herein. The Board accordingly determines that the
attached Final Assessment ol Civil Money Penalty and
Cease and Desist Order shall issue against AT and against
Ulrich,

AL Statutory and Regulatory Background

. Becoming « Bank Holding Company Without Prior
Board Approval by Acquiring Control of a Bank or of a
Bank Holding Company Without Prior Board Approval.
Section 3y ol the BHC Act requires prior Board ap-
proval belore a company becomes a bank holding con-
pany. 12 US.C.§ 1842(). A “bank holding company™
is ity company which has control over any bank or over
any company that is or becomes a bank holding com-
pany. 12 US.Co§ 184 1(a) ).

Secton 2(a)(2) of the BHC Act dehines “cotrol” as

follows: Any company has control over a bank or over

any company if
(A) 'The company directly or indirectly or acting
through one or more other persons owns, controls,
or has power to vote 25 per centuns or more ol any
cluss of voting sccurities of the bank or company;
(B) The company controls i any manner the clec-
tion ol a majority of the directors or trustees of the
bank or company: or
() 'The Board determines, after notice and opportu-
nity for hearing, that the company directly or indi-
rectly exercises a controlling influence over the
nanagement or policies ol the bank or company.

12 U.S.C08 184 1a)(2). Section TLG) of the Board's
Regulation Y implements this statutory provision by
requiring a prior application to the Board Tor the Torma-
tion ol a bunk holding company. 12 C.ER. 225, [{a).

2. Engaging in Non-Banking Businesses Per Se and
Without Prior Board Approval. Scction 4 of the BHC
Act conlains two provisions that together limit the non-
banking activitics of bank holding companies and their

nonbank subsidiaries. Section 4(a) ol the BHC Act pro-
hibits, with certain specific exceptions, a bank holding
company [rom acquiring or retaining the direct or indi-
rect ownership or control of voting shares ol any
company whiclh is not a bank.” Scction Ha)(2) ol the
Act specilically prohibits a bank holding company from
Tengaging inoany activities other than (A) those of
banking or of managing or controlling banks and other
subsidiaries authorized under the Act ... and (B) those
permitted under fsection 4(¢)(8) of the Act.|” Scction
4(¢)(8) of the BHC Act permits a bank holding company
o acquire shares ol any company where prior Board
approval has been obtained and the Board has deter
mined that the company s activities are closely related to
banking, 12 U.S.C. § [843()(-(2).

Scction 21(a) of the Board’s Regulation Y implements
this section by providing that a bank holding company or a
subsidiary may not engage in activities that are not closely
related to banking, and that it may not engage in an activily
which is closely related to banking unless it obtains prior
Board approval. 12 C.ER. 225.21(a).

B. Summary of Findings of Fact and Conclusions
of Law

. Factwal Summary. Respondents” Plan 1o Acqutire A
Bank. Ulrich is a Mexican national who scttled in the
Conroe, Texas arca in 1982, Ulrich began dealing with
major Houston banks, including ‘Texas Commerce Bank
and First City Bank, on behall of his family members
and other wealthy Mexican nationals whom he knew.®
During this time he became reacquainted with Helmuat
Findor” ("Eindorf™), whom he had known {rom child-
hood in Mexico City and who had also moved to the
Contoc arca. By late 1984, Ulrich and Eindor( began
discussing various business investment  opportunities
with Mack Barnhill (" Barnhill”), a local State Farm
Insurance agent. Barnhill introduced Ulrich and Eindorf
to Rice, a local attorney, whom he described as an
international lawyer with particular experience in orga-
nizing offshore corporations. Rice’s legal practice had in
fact consisted mostly ol preparing loan docwmentation
lor residential real estate and simple commercial real
estate transactions. By the beginning, ol 1985, Ulrich,
Eindort, Barnhill and Rice decided to form or to acquire
an as-yet-unidentified bank in the Conroc arca.

6. As Judge Alprin found in the Recommended  Decision, the
evidence does not estabhish with any specificity the identities of the
virtous wealthy Mexican nationals involved in this case or the precise
tole which cach played. See, ey, Recommended Decision at 70.
Wihile the nationality of these individuals is 1elevant to the Board’s
determination in that it provided an incentive to disguise their involve
ment i the violations, the Board does not find it necessary to
determine the precise actions ol cach person, smice the evidence is
sullicient to suppoit the Board’s conclusions,



The Confidential Offering Menorandum. In order to
linance this venture, the group decided that it would need
to obtain funds front wealthy Mexican nationals acquainted
with Ulrich or Eindorf. Enrigue Pimienta (*Pimicnta™), a
friend of Ulrich’s, agreed in carly 1985 1o assist in gather-
ing investors. The group believed that it would be casicr to
attract potential Mexican investors il they were promised
ANoIyNty.

Rice prepared a “Confidential Offering Memorandum”
soliciting sharcholder subscriptions ol $5,100,000 for the
formation ol a Cayman Islands holding company. The
Confidential Offering Memoranduni stated that the propos-
al’s primary objective was “Acquisition ol a United State
Bank and Trust at the Farliest Possible Date.”

The Contidential Offering Memorandum stated that an
“executive committee” of the Cayman Islands holding
company would choose the officers and directors ol the
bank, and that a ““representative” answerable to this “excee-

utive committee” would control the bank as chairman of

the bank’s exceutive committee. The Confidential Oflering
Memorandum: stated that this “representative” would be
required 1o be a Uniled States citizen in order to be on the
bank’s board ol directors,

The Creation of IAL In February 1985, Rice arranged tor a
Cayman Istands accountant 1o organize luteramericas In-
vestmients Ltd. (UTATT), o Cayman Islands company. TAl
issued two classes of shares: Class A voting shares, which
were not entitled o dividends or other distributions; and
Class B nonvoting shares, which were entitled to all divi-
dends and distributions. Ultimately, Pimienta became the
holder of all authorized and issued Class A shares of TAL
Rice also arranged lor the creation of an TAL subsidiary
through which TAl was to pay Rice’s expenses.

The Acquisition of NBC. In February or March 1985 Rice
entered into negoliations on behalt ol Ulrich, Eindorf,

Pimicnta and himsell for the acquisition of o majority ol

the common stock ol the National Bank of Conroe
(“NBC™). By April 1985, however, Rice had met with
representatives ol the Olfice ol the Comptroller ol the
Currency (“OCC™) and had learned that foreign nationals
would have difliculty in obtaining regulatory approval to
control NBC. Rice stated o the sellers ol NBC, on behall
of the group, that they were interested only in a majority
interest in NBC and not in simply injecting additional
capital in the bank. An agreement lTor the acquisition and
control of NBC was signed on May &, 1985, by the scllers
of NBC and by Rice as ““I'rustee.” 1AL posted the carnest
money deposit required under the agreement.

Local Conroe Participants/Voting Frusts. Ulrich and Pi-
micnta raised all the lunds necessary lor the acquisition,
and recruited local Conroe individuals (“lLocal Conroc
Patticipants™) to hold the NBC shares tor 1Al so that the
Mexican investors could remain anonymous. Because Ul-
rich told Rice that the Mexican investors would prefer to
capitalize NBC indirectly, Rice arranged to have the Local
Conroe Participants borrow funds to purchase the NBC
shares from Langham Creek National Bank in Houston
(**Langham Creek™) and in exchange Tor executing nonte
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course notes in favor of Langham Creck. Rice lurther
arranged the Tunding of the loans by wealthy Mexican
nationals, who deposited funds in 90-day certificates of
deposit (CDs”) at Langham Creek. ‘These CDs fully
secured Langham Creek’s nonrecourse loans to the Local
Conroe Participants. The Local Conroe Participants were
told that they would have no personal liabitity on the loans
and that Mexican investors would purchase their personal
Langham Creck notes before any payments of principal or
interest became due. The Local Conroe Participants were
not told, however, that the loans had been fully secured by
CDs whose funding had been wrranged by 1AL and its
agents. None ol the Local Conroe Participants paid any of
their own funds Tor any shares of NBC stock, except lor
the purchase by Rice and four other Local Conroe Partici-
panls of qualifying directors” shares. By the end of June
1985, cach Local Conroe Participant executed an “irrevo-
cable” Voting Trust Agrecnment granting Rice the sole
power (o vote that mdividual’s shares.

May 1985 Notice of Change in Bank Control. On May 30,
1985, Rice filed o Notice of Change in Bank Control with
the OCC (“CIBC Notice™) in which he listed the acquiring
partics ol approximately 80 per cent of NBC's common
stock as himsell, Barnhill, and the other 15 Local Conroe
Participants. The CIBC Notice indicated that the purchase
price was 1o be financed by foans from Langham Creck and
that the only collateral for the loans was “bank stock
purchased.” The CIBC Notice did not refer to the CDs
ptedged by AL which Tully secured the loans, nor did it
reler to the nonrecourse status of the loans o the lTocal
Conroce Participants. The C1BC Notice did not disclose any
facts relating to TAL Ulrich, the Mexican investors who
funded the NBC acquisition, or 1o TAD’s intention to ac-
quire the Langham Creek notes before any payments be-
canmie due, and thereby to beconte the majority owner of
NBC.

The Schematic Chart. On approximately June L[, [985,
Rice met with Ulrich and Pimienta in preparation Tor the
closing of the NBC acquisition. At this meeting, Rice
prepared a handwritien diagram showing the intended rela-
tionship between TAL and NBC (the “*Schematic Chart™).
Notwithstanding his knowledge that Mexican nationals
could not control a bank, Rice used the Schematic Chart to
show Ulrich (and, through him, wealthy Mexican nation-
alsy how those nationals could obtain control of NBC
despite tack ol regulatory approval.

The Schematic Chart showed TAL was (o have control
over an “exceutive commitiee”, which was to have control
over a “voling trustee,”
over the board of directors of NBC. The Schematic Chart
listed names of individuals who were to constitute NBC’s
directors, and these individuals were in tact subscequently
clected 1o the board of directors of NBC. Among these
names was the name ol the then-current chairman ol
NBC’s board, George Sowers (“Sowers™),

The Acquisition of NBC: Closing and lection of NBC
Directors. When the NBC acquisition closed on July 12,
1985, Rice and the Local Couroc Participants became

who in turn would have control
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record owners ol a total of approximately 80 percent of the
outstanding shares off NBC. After the closing, Rice as
voting trustee clected a new slate ol directors for NBC and
made hinsell chainman ol the board.
The Formation of Sun Belt. During the time prior to and
immediately after the closing ol the NBC acquisition, Rice
began forming Sun Belt Baneshares ("Sun Belt™) to be a
holding company for NBC. Rice wrote to the Local Conroe
Participants shortly alter the NBC acquisition, stating that
he was applying 1o the Federal Reserve Bank of Dallas
(“TFRB-Dallas™) Tor approval ol formation of a one-bank
holding company. Earlicr, Rice had told some of the Local
Cotroe Participants that they would receive shares in Sun
Belt as a reward tor thew participation in the NBCY
FLangham Creek stock loan transactions. Rice requested
that the Tocal Conroe Participants agree to exchange their
voting shares in NBC for non-voting preferred shares of
Sun Belt.

FRB-Dyallas returned Rice’s first two bank holding com-

pany applications for Sun Belt as “substantially incom-
plete” because, among other things, the proposed capital
structure did not meet FRB-Dallas requirements as to the

maximum permissible amount ol equity it the form of

preferred stock. These applications made no mention ol

IAT's relationship to Sun Belt. NBC or Rice.

In a third bank holding compuany application filed with

FRB-Dallas, Rice proposed that he and the other Tocal
Conroe Participants would acquire Sun Belt shares i ex-
change for NBC shares, and that the Local Conroe Partici-
pants would execute a Sun Belt voting trust agreement
substantially the same as the NBC voting, trust agreenient,
In response to FRB-Dallas’s concerns on thie use of pre-
ferred stock, Rice's cover letter stated “PREFERRED
SHARLES WILL NOT BE USED TO ANY DEGREE IN THE
CONTIEMPLATED EXCHANGE UNDER THIS APPLICA-
TION. (Capitals and underiining in original.) The third
application accordingly did not contain any proposal con-
cerning using preferred stock as part of the holding, compa-
ny’s equity. The third application, fike the tirst two, Failed
to disclose any relationship or involvement between the
proposed bank holding company on the one hand, and TATLL
Ulrich or Pimicnta on the other, The third application also
lfuifed to disclose that Rice’s indebtedness to Langham
Creek was both noorecourse and fully sccured by an [Al-
related €D, On the basis of the Tacts presented to ity
FRB-Datlas approved the third application,
Sun Belt [ssues Preferred Stock. Notwithstandimg, the repre-
sentations to FRB-Dallas, Rice as president and sole direc-
tor of Sun Bell amended Sun Belt's articles ol incorpora-
tion one week alter the thicd Sun Belt application was
approved 1o authorize the issuance of preferred shares and
(o create two series ol common shares, Series A and
Series B, where only Series A shares had voting rights.
FRB-Dallas was not notified ol this action. ‘This amend-
ment ol Sun Belt's articles ol incorporation also provided
that Sun Belt's board of directors could declare dividends
on any class or series of stock to the exclusion of any other
class of stock.

Sun Belt Acquires NBC. According o documents prepared
by Rice, Sun Belt became a bank holding company through
the exchange of NBC shares by Rice and the Local Conroe
Participants (as welt as a few of NBC”s original sharchold-
ers) for Series A voting shares of Sun Belt, All ol the Local
Conroe Participants executed new voting trust agreements
granting Rice the power to vote all of Sun Belt’s shares.
Rice then elected himsell to Sun Belt’s board of directors.
Sun  Belt’s clected  Rice as President.
TAL Acquires Sun Belt. Between January and July 1986,
Rice and TAIL with the assistance of Ulrich, arranged a
series of transactions through which TA1 acquired Sun Belt.
At the conclusion of this series of transactions, Rice as the
agent of TAL held 100 per cent of Sun Belt’s voting shares,
and 1AL held Sun Belt’s nonvolting shares.

Between January and August 1986, 1AL directly pur-
chased additional nonvoting shares of Sun Belt so that 1A
owned approximately 97 percent ol the cquity ol Sun Belt.
Sun Belt contributed most of these funds as capital to NBC
to support NBC's increased volume of back-to-back loan
transactions’ with wealthy Mexican nationals associated
with TAL
Disputes Benveen IAD and Rice. Eventually the relationship
between Rice and TAL (and, in particular, between Rice and
Ulrich) soured. Rice agreed to sell the voting shares of Sun
Belt and sever his relationship with TAL Sun Belt and
NBC. Although Rice ultimately did sell his voting shares
to Ulrich, Rice initially requested $1,000,000, which Ul-
rich rejected as 1oo high. On July 6, 1988, Rice and Ulrich
exccuted documents reflecting the sale of the Sun Belt
voting shares, the placement of those shares into escrow
pending approval of their sale to Ulrich, the severance of
Rice’s relationships with all the TAL afliliates, and mutual
releases.

Non-Banking Businesses. Alter July 25, 1985, and through-
out the period relevant 1o these proceedings, TAL operated
various non-banking businesses through subsidiaries in
which it had a volting interest of 50 percent or more,
including a restaurant franchise operation, an import/export
trading concern, a mortgage investment and servicing oper-
ation, a real estate title insurance company, an automobile
repair facility; and a mortgage investing company.

T988-1989 Notices of Change in Bank Control. Trom July
198K through August 1989 Ulrich submitted three Notices
of Change in Bank Control with FRB-Dallas regarding his
proposed acquisition of the Sun Belt voting shares. Ulrich
revealed to FRB-Dallas somie but not all of the circuni-
stances surrounditg TAD's previously-undisclosed acquisi-
tion of control ol NBC and Sun Belt. When FRB-Dallas
returned the first Notice on August 2, 1988, it observed that
IAT appeared alrcady to be a bank holding company in
violation of the BHC Act and recommiended that 1AT cither
file a formal application or divest itsell” o ownership in

board  then

7. Le., doans fully secuted by certificates of deposit. See, e.g.,
Recommended Deciston ("R at b ¢ “back-t1o-back” certificates
ol deposit 1o be pledged by TAL [to seeare the Langham Creek loans to
the Local Conroe Participants|™).
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Sun Belt to an acceptable limit. Ultimately, the Board of
Governors issued a Notice ol Intent 1o Disapprove on
March 14, 1990, indicating that TAT's ownership and con-
trol of Sun Belt and NBC was “inconsistent with the BLIC
Act” and stating that the Board ol Governors expected that
IAT “will take all steps necessary to comply with the BHC
Act by year-end 1990,

After the March 14 Notice of Intent to Disapprove was
issued, Respondents requested a hearing under the Change
in Bank Control Act. In licu of pursuing this hearing, a
request Tor reconsideration was filed with the Board’s stall,
which was delayed when the LS. Customs Service began
an investigation ol money laundering allegations relating
to NBC and TAL That investigation did not result in any
money laundering charges against NBC, TAL or their prin-
cipals. A new divestiture plan was submitted to the Board
in September 1992 pursuant to which Sun Belt would be
dissolved and an [AL sharcholder who was a relative of
Ulrich’s, together with other unidentificd Mexican inves-
tors, would file a Notice of Change in Bank Control with
the OCC. On August 8, 1994, the Notice ol Charges
instituting these proceedings was issucd.

2. Summary of Legal Conclusions and Adoption by Board.
In his Recommended Decision, which the Board adopts,
the Administrative Law Judge concludes that TAT was an
illegal bank holding company because it had “control”
over NBC within the meaning of Scction 2(a)(2)(A) of the
BHC Act, “indirectly” and/or “acting through™ Rice, by
virtue of TAD’s role in the July 1985 acquisition of NBC
and by virtue of its relationship with Rice. The Administra-
tive Law Judge also concludes, and the Board adopts the
conclusion, that IAL had “control” over Sun Belt within
the meaning of Scction 2(a)(2)(A) of the BHC Act by
virtue of its role in the acquisition of cquity interests in Sun
Belt and by virtue of its relationship with Rice. 'The Admin-
istrative Law Judge further concludes, and the Board
adopts the conclusion, that LAl and Ulrich violated Section
3(a) of the BHC Act and Scetion 11(a) of Regulation Y by
causing 1Al to become a bank holding company without
prior Board approval.

The Administrative Law Judge also concludes, and the
Board adopts the conclusion, that TAI violated Section 4(a)
of the BHC Act and Section 2{(a) ol Regulation 'Y by
acquiring and retaining, alter July 25, 1985, direct or
indircct ownership or control of voting shares of AT lne., a
company cngaged cither directly or indireetly through sub-
sidiaries and joint business agreements in non-approved
non-banking businesscs.

C. Respondents’ Exception Arguments are
Unfounded

I. The Ividence Lstablishes Indirect Control. Respondents
contend that the Administrative Law Judge’s finding of
indircet control is contradicted by:

() The lack of evidence that Respondents ever exer-

cised or attempted to exercise control; and

(b) The existence of the July 1988 stock escrow.
[nstead, Respondents argue that “[t[his was Rice’s show
from the beginning” (Respondents” Exceptions at 3), cou-
tending that although Rice may have been their lawyer, he
betrayed their trust and was not acting, in their interests but
rather on his own behalf. Respondents arpue that this
independence prevented the existence of any control rela-
tionship between TAL on the one hand, and NBC and Sun
Belt on the other hand.
a. Respondents” “Exercise of Control or Attempts to Iixer-
cise Control” Arguments Do Not Rebut the Finding of
Indircet Control. Respondents contend that they could not
have excereised indirect control because there was no evi-
dence of the exercise of control or of attempts Lo exercise
control: “not one single witness testified to any cfforts,
much less successlul efforts, by Respondents to control the
activitics ol cither the bank or the holding company.”
(Respondents” Fixeeptions at 2) 'These arguments, however,
are beside the point in that they do not address the Admin-
istrative Law Judge’s finding that TAT indirectly controlled
NBC and Sun Belt within  the meaning ol Scc-
tion 2(a}(2)(A). Respondents’ arguments instead address
only an alternative statutory basis for finding control that
was not relicd upon by Enforcement Counsel or the Ad-
ministrative Law Judge.

Respondents’ position, therefore, rellects a fundamental
misrcading of the alternative bases lor control under the
BHC Act. The Respondents would require that the Board
ipnore Scetion 2(a)(2)(A) entirely by making the control
determination here turnn on the alternate Section 2(a)(2)(C)
that “the company directly or indirectly exercises a con-
trolling influence over the management or policies ol the
bank or company” in order to find control under that
subsection, 12 U.S.C.§ 184 1)(2)(() (emphasis added).
Section 2()(2)(A), an independent basis for a control
determination upon which the Recommended Decision re-
lies, requires no such showing. Since the definitions of
control in Section 2(a)(2) of the BHC Act are disjunctive
and not conjunctive, the Administrative Law Judge was not
required (o make any lindings under Section 2(a)(2)(C).
Respondents have based their exceptions upon disproving
an evidentiary showing which is irrelevant to this case
whilce failing to rebut the applicable one.

The plain language of the statute does not permit the
limitation that Respondents propose. ‘The Supreme Court
described the wide latitude of the control determination
provisions: “[E]ven before its scope was expanded in 1970
[by the addition of the “acting through . .. persons” lan-
guage|, section 1842(a) was concerned with morce than the
literad “acquisition” ol stock: 1t 1ok broad account ol the
‘indircct’ control of stock and the control of boards of
dircctors ‘in any manner’ by bank holding companies.”
United States v, Citizens & Souathern Nat' ! Bank, 422 U.S.
86, 109 (1975). Either the “indirectly™ phirase or the “act-
ing through one or more other persons” phrase, or both
taken together, would reach the situation here where an
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individual holds voting shares of @ bank or a company, not
in his own right, but for the benefit of a company. The
principle that attributes shares nominally held by an indi-
vidual (such as Rice) to a company (such as TAD in
appropriate circumstances requires no semantic streteh, but
merely gives the language ol the statute its plain meaning.

Fven if it were necessary to look past the plain language,
an examination ol the legislative history ol the statute
demonstrates that Congress intended “indirect control™ to
rcach circumstances such as those presented here. As the
Administrative Law Judge observed in the Recommended
Decision, Congress in the 1960 amendments to the BHC
Act has “because of indirect dominance deemed a com-
pany to be in control of bank shares in order to avoid the
practical and procedural problems inherent in proving ac-
twal control.” (R at 58, ¢iting Committee on Banking &
Currency, 89 Cong., Ist Scss., Anendments 1o the Bank
holding Company Act of 1950: Analyses of 8. 2353,
S. 2418, and TLR. 7271 at 8=9)."* Thus, the Administrative
Law Judge concluded, "Congress decided that under ap-
propriate circumstances a company may stilh be o bank
holding company on the busis of bank shares that the
company does not own dircctly and regardless of whether
actual control is proven, where an indirect control is shown
by the entirety of the facts.™ (R at 58.) The Board agrees
that this case presents those “appropriate circumstances®
where the entirety of the facts shows indirect control and
that, therefore, the company exercising that indirect control
is to be deemed a bank holding company within the mean-
ing of the BIC Act.

h. The Lvidence Establishes Rice’s Agency Relationship
with TAL Awmple evidence supports the Administrative
Law Judge’s conclusion that TAL acting through its agents,
exercised indirect control over NBC and Sun Belt through:

(1) The refationship between Rice and [AL and

(2) The role of TAL and its agents in the NBC and Sun

Belt acquisitions.

Recommended Decision (PRD™) at 2, 63, 71 72, That
evidence refutes Respondents” argument that Rice was not
IADs agent, but was acting, on his own behalf and withowt
IADs authorization throughout the time prior 1o July 6,
1988.% 1'ie record makes manifestly clear that both Re-
spondents and Rice acknowledged and intended that from
1985 through at least July 6, 1988, Rice would act as the
agent of TAT and his actions as agent are attributable to TAL

Among the abundant evidence of Rice’s ageney is a

document drafted at the request of and with the approval of

IAL, and exceuted by both Ulrich and Rice, which states
that Rice was TAD's agent. The Indemmnification Agreement

(“Indemnification Agreement’) which constituted part of

the July 6, 1988 stock purchase and escrow agreement
package, stated in its first paragraph of recitals: “Rice has
been serving .. Interamericas {Investments, Tad. | (the
“Clompany™) in various capacitics, including those of at-

torney and agent; " (Board Exh, 105 1 (emphasis

8. Respondents contend that, after July 1988, TAL was insulated
frony control by the escrow agreement.

added).) This Indemnification Agreement and other evi-
dence in the record clearty show that at the relevant time
both the Respondents on one hand and Rice on the other
hand acknowledged that Rice was and had been both the
attorney and the agent of 1AL Notwithstanding Rice’s
testimony denying his agent status,” therefore, there is
simply no credible evidence to the contrary. Accordingly,
TAL cannot escape the attribution to it of Rice’s activitics as
its agent.
c. IAPs Role in the Acquisttion of NBC and Sun Belt
Supports the Finding of Indireet Control by AL 'The
cvidence of Respondents’ role in the NBC and Sun Belt
acquisitions refutes Respondents” arguments that those
roles were not sullicient to support a finding of indirect
control by TAL of NBC and Sun Belt.
(1) The Actions Taken 1o Control NBC Conform to
Respondents” Written  Intentions. The  Recommended
Decision found that the Confidential Offering Memoran-
dum wiiich Rice prepared in carly 1985 (Board Exh. 1)
(Confidential Offering Memorandum™) and the hand-
written schematic chart presented by Rice to Ulrich and
Pimienta in Junc 1985 (Board Exh. 1) (“Schematic
Chart™) taken together demonstrated that Respondents
intended to and did carry out a plan to obtain control
over a United States bank and bank holding company.
(RD at 42-46.) Respondents acknowledge that the Con-
fidential Offering Memorandum reflects an intent to con-
trol a bank, but Respondents claint that they abandoned
this intent alter Rice’s meeting, with the OCC in April
1985, where he was told that such control was not
permissible. The Schematic Chart, however, was pre-
pared affer Rice’s April 1985 meeting with the OCC and
“show]s| that Respondents knew that without obtaining
authority they could not control NBC' at that point but
nevertheless still planned and ultimately engineered the
control of the bank.” (RD at 46.)' Lurthermore, the fact
that the acquisition of NBC and Sun Belt did take place
virtually exactly as described in the Conlidential Ofler-
ing Memoranduwim and in the Schematic Chart supports
the inference that those actions were undertaken pursu-
ant to and in furtherance of the plans set forth therein.!!
Therefore, the evidence supports the Administrative Law

9. For example, Rice refused at trial to acknowledge that he had
even been TADs attorney. See, e.g., Transeript at 1507, 1510.

10, The fact that Rice created the Schematic Chart does not prectude
its attribution to Respondents because, as discussed supra, Rice was
acting as the agent of Respondents until at least July 1988, as
Respondents and Rice together acknowledged. Futthermore, as noted
in the Recommended Decision, this particular undertaking of’ Rice’s
was ratificd by Ulrich because “the chatt was utilized in indicating 1o
Ultich and through him to the Mexican investors the conclusive intent
to violate the statute by obtaining coatrol without authority.” (RE at
460.)

11. Whete the government preseats circumstantial evidence of an
ongoing pattern of similar transactions, the linder of fact “may reason-
ably infer trom the patien itself that evidence otherwise susceptible of
innocent interpretation is plausibly explained only as part of the
pattern.” .S v, Kington, 875 E2d 1091, 1100 (5th Cir. 1989) (convic-
tions lor failing to file required currency reports supported in part by
defendants™ interests in hiding itlicit dealings).



Judge’s rejection of the clainy that Respondents aban-
doned the plan set forth in the Confidential Offering
Memorandum.

(2) Respondents” Explanations ol Their Role in the

Acquisitions Are Not Credible, Sinee at least the trial in

this matter, and throughout the post trial briefing, Re-

spondents have proflered alternative explanations for
their actions in an atlempt o rebut the conclusions that
their actions were undertaken 1o obtain and maintain

IAD's control of NBC and Sun Belt. These alternative

explanations were thoroughly evaluated and rejected in

the Recommended Decision, Respondents have pre-
sented no new argunients as to why any of the conclu-
sions of the Recommended Decision on these points
should be overturned. In particular, Respondents have
advanced no argument as to why the Administrative

Law Judge’s determinations of credibifity, to which the

Board gives special deference, should not be respected.

Cf. i the Matter of Preston . Brooks, OCC No, AA-

EC-91 154 (Aug. 6, 1993) at 9 10 (*“the Board pener-

ally defers to an Administrative Law Judge’s lactual

findings, especially those based on the Administrative

Law Judge’s judgments as Lo the credibility ol the wit-

nesses, .. ) nthe Matter of James 1. Magee, 78 bed.

Res. Bull. 968, 969 (Dec. 1992) (adopting Administra-

tive Law Judge’s rejection of arguments and determina:

tion “based in large part on the Administrative 1aw

Judge’s credibility determinations, .. .7).

Lor example, Respondents contend that Rice never in-
formed them of the details ol TADs participation in the
acquisition of NBC. ‘The Administrative Law Judge ex-
pressly found that Ulrich was not credible when he claimed
to be uninformed, pointing out that Ulrich directed Rice to
get a lower purchase price during, the negotiations for the
acquisition of NBC. Ulrich could not have done so, the
Administrative Law Judge observed, unless he knew what
he was paying for.'”

The Recommended Decision also expressly rejects Re
spondents’ contention that through the Langham Creek
transaction they merely provided bridge loans for the Focal
Conroe Participants. “1f this had been the case, certainly
Ulrich would have required documentation from the local
investors, as beneficiaries of the supposed bridge loans,

and guarantees as to the repayment ol bridge loans, Of

course, no such documentation exists, and the argument is
without credible basis.” (R at 54.)

The Administrative Law Judge also found unpersuasive
Respondents” argumient that TAL ultimately purchased the
Langhanm Creek notes from the focal investors to avoid “an
impending crisis,” but found rather that it was part ol and
pursuant to a plan to complete the financing ol the acquisi-

12, *“The only way lor Ulrich, an experienced businessnum, 1o
analyze whether the price was (oo lugh would have at a minimum
been to determine what percentape of ownership he was peting, the
condition of the bank, and the prices recently paid for similar banks.
And Ulrich was certainly too experienced and sophisticated to expend
$3,000,000 without sonie assurance that he would receive what he
was paying lor.” RD at 53,
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tion of NBC. (RID at 54.) Shortly alter averting the sup-
posed “impending crisis” by purchasing the Fangham
Creek notes, TAT gave these same “local investors™ gilts of
Sun Belt Class B common stock and options. "'he Admin
istrative Law Judge concluded that “this was the quid pro
quo for the use of the names, credil, and reputations of the
nominees.” (RD at 54.) Citing the testimony ol an actual
“local investor,” the Administrative Law Judpe found that
“Ithese local business people had a full understanding, that
they were lending their names and legitimacy (o a transac-
tion that could nol be achicved by the forcign investors
alone.” (RD at 55.) TAT completely financed the acquisi
tion'* which, according o the testimony of the loan officer
at Langham Creek, had been 1ADs expressed intent (ex-
pressed through Rice) since before the time that the trans-
action was entered into. (RD at 55.) Respondents have
provided no argument which makes it any less “painfully
clear that while Respondents continue 1o refer 1o "local
investors,” in truth and in fact these individuals were no
more than ‘Nominal Investors” knowingly utilized to per
petuate abogus transaction.” (R at 55.)

The Administrative Law Judge likewise disiissed Re-

spondents” argument that their involvement in the acquisi-
tion of NBC" was for the innocent purpose ol ttying (o
establisli o suitable track record, finding instcad thal “Re
spondents purposcly formulated this scemingly irrational
business transaction”™ in order to obtain control ol the
bank, as shown through “clear docunientary evidence ol
cach ol the involved steps.” (R at 59.) The Administra-
tive Faw Judge concluded, and Respondents have failed to
rebuat, that “a $3,000,000 “assistance” i a bank that Re-
spondents viewed as inminently unstable with people they
had never before conducted business scems like an unrea
sotable venture in which (o begin establishing a (rack
record.” (RD at 60 n.14))
d. 'The Iiscrow Agreement. Respondents arpue throughout
their exceptions that, regardless ol their relationship with
Rice and their involvement in the acquisitions of NBC aud
Sun Belt prior 1o Juty 1988, any finding of indircct control
by Respondents after July 1988 is precluded by the Liserow
Agreement between Rice and Ulrich, pursuant to which the
voting shares of Sun Belt were placed into escrow pending,
approval of their sale to Ulrich. Respondents contend that,
from the time of (he execution of the Hscrow Agrecient
until March {995, ncither Rice nor Ulrich had control over
the voting stock by virtue ol the existence of these escrow
arrangements. The Administrative Faw Judge did not ad-
dress these argunments in the Recommended Decision. The
Board, however, concludes that the Escrow Agreement was
insullicient to prectude this finding.

The Escrow Agrecinent was contained in a package of
documentation exccuted in July 1988 for the ostensible

3. AL accomplished the complete financing ol the NBC acquist
tion by providing collateral toc the loans (collateral whose existence
was not revealed to cither the “local investors™ o1 1o the repgulators) in
the form of Chs in the face amowunt of e loan and then Lter
purchased thie outstanding notes betore any paynients thereon were
due. RD at 54,
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purpose of severing Rice’s refationships with Ulrich, NBC,
Sun Belt, TAL and its altiliates, ‘The entire package taken
together demonstrates that 1o the extent that the Escrow
Agreement and related documentation were actualty sulli-
cient Lo remove Rice as the agent of [AD's indirect control,
such control was cither vested inanother TAT agent, Ulrich,
or in Rice and Ulrich acting together. Thus, the Escrow
Agreement could not have been eftective o insulate Sun
Belt and NBC' from TAD's indireet control. [f the Escrow
Agreenment had any cflect at all, that effect was solely to
prevent Rice [rom acting alone, since under the Liscrow
Agreement anything could be done provided that both
Ulrich and Rice consented 1o it

The Hscrow Agreement pursuant to its own erms was

terminable upon cither the perforniance or termtination of

the “‘Purchase Agreement,” " which was the central docu-
nient in the July 1988 package between Rice and Ulrich,
Under the Purchase Agreement, Ulrich was (o buy Rice’s
“heneficial interest™ in the voting shares of Sun Belt and
NBC upon obtaining regutatory approval through filing a
Notice of Change in Bank Control.™ The terms of the
Purchase Agrecmient granted Ulrich considerable control
over both the inttiation and the termination of the escrow
and the Purchase Agreement underlying it.' Most signifi-
cantly, the Purchase Apreement, Escrow Agreement and
other documents do not prohibit Rice and Ulrich from
taking any action they might agree upon, including, termi-
nation of the transfer to Ulrich.  (Purchase  Agree-
ment § 6.03, Liscrow Agreenient 4 7(a).) Thus the disposi-
tion of the voting stock under this documentation was
ultimately subject to TAD's indirect control, cither through
Ulrich alone or through Ulrich and Rice together.

14. The escrow agent under the Escrow Agreement was NBC itselt,
with Sowers signing on behalf of NBC as its President. ‘To the eatent
that the Esciow Agreement prevented anyone hom voting Sun Belt's
voting shares, it preserved the status quo wherein George Sowers
became the only remaining director of Sun Belt in addition to continu-
ing to serve as NBC's president, The Administative Law Judge
specifically found that Sowers was w credible witness and expressed
his “concern” with Sowers™ testimony concerning the “presence ol
ownership of [IAI m [Sun Bel.” (RD at 50 The Recommended
Decision noted that Sowers in his testimony “cettainly intimates a
suspicion, if not a knowledge, .ol at least indirect contiol by 1AL of
Sun Belt™” (/d) Thus, any starus quo prescrved by the Escrow
Agreement was one where the president ol the bank and 1he sole
remaining director ol Sun Bell was someone who was particulinly
cognizant of TAL's “ownership™ of Sun Belt and theretore of NBC,

15, However, the terms of the Purchase Agieement peamitted Ulneh
to waive the requirement of regulatory approval prior to consunia
tion ol the purchase transaction. See Poichase Agreement at 4§ 7.02,
7.02(¢).

16. For example, the Purchase Apgrecment provided: that Ulnich was
entitled 1o specitic petlormance of the Purchase Agreement m the
cvent ol o breach by Rice (4 3.0.3); that Uliich could substitute in any
other petson in his place in the Puichase Agreement (§ 8.02); that
Ulrich m his sole discretion could determine whether Rice had caused
an “adverse change” entithing Ulrich (o terminate the Puichase Agree-
ment (44 7.02, 7.02(1b)); and that Ulrich could waive the requitement
ol regulatory approval prior to consummation ol the  purchase
(49 7.02, 7.02(0)).

The Board has in the past interpreted the BHC Act and
Regulation Y to mean that “individuals and bank holding
companies should not enter into escrow arrangements . . .
without securing the prior approval of the Board, since
such action could constitute a violation ol the [BHC| Act.”
12 CUIR. 225,134, In that interpretation, the Board consid-
ered an application to become a bank holding company
wherein shares ol a bank were acquired and then placed in
escrow with an unaffiliated escrow agent prior o the
Board’s approval ol the application. The escrow agreement
in that instance provided, among other things, that the
applicant could not exercise voting or any other voting
rights with respect 1o those shares while the shares were
held in eserow. The Board concluded that the company had
violated the prior approval provisions ol section 3 of the
BHC Act “and that, Tor purposes of the BHC Act, that
company continied to control those shares in violation of
the Act”” 12 CERC225.134(b) (emphasis added).

The escrow arrangements  here militate even more
strongly in favor of a finding that they did not insutate
Respondents from control within the meaning of the BHC
Act. Compared 10 the escrow arrangements at bar, the
escrow arrangenients in the interpretation placed signifi-
cantly greater protections between the shares and those
who were found 1o “control” them. ‘The escrow arrange-
ment in the interpretation provided for an unalfiliated cs-
crow agent, while the escrow agent in the escrow arrange-
ments here was NBC, o wholly owned subsidiary of Sun
Belt. In addition, the escrow arrangement in the interpreta-
tion was not deseribed as having all of the additional
provisions described above granting the partics to the ar-
rangement further disposition over the shares i escrow.
Nonetheless, the escrow arrangements in the interpretation
were found to be insuflicient to preclude “control™ within
the meaning of the BHC Act. Accordingly, the Board finds
that Respondents did not cease having indireet control
within the meaning of the BEC Act because ol the execu-
tion of the Escrow Agreement.

2. The Board’s Authority 1o Impose Penalties and a Cease
and Desist Order is not Time-Barred. 'The Board rejects
Respondents” argument that the case shoutd be dismissed
as precluded by a five year statute of limitations. Respon-
dents argued in a pre-hearing motion to dismiss that the
August 8, 1994, notices that initiated this prosceution were
predicated solely upon two discrete acts that took place
more than five years carlier:

() 1AD’s acquisition of control of NBC without prior

approval ol the Board on July 12, 1985; and

(b) IAT’s unauthorized acquisition of control of Sun

Belt on January 13, 1985.
Enlorcement Counsel opposed the motion on a varicty of
grounds, arguing that the civil money penalties were not
barred because the violations continued during the five-
year period preceding the issuance of the notices and that
the cease and desist order was oot barred because the
statute of limitations does not by its terms apply o injunc-
tive relicl.

The Administrative Law Judge denied the motion 1o



dismiss, finding that the Respondents were charged with
retention ol control of NBC and Sunbelt in violation of the
BHC Act up to and including the time the Administrative
Law Judge ruled on the motion. Sinee the allegations
included violations extending throughout the five-yem pe
riod before the notices, the Administrative Law Judge
lound that the allegations were not time-barred. Tn their

post-hearing brict, the respondents renewed their statute off

limitations argument by reference. 'The Administrative Law
Judge again rejected the argument on the ground that the
violations were continuing. RD at 67 n.22. Respondents
exeept to that conclusion. Exceptions at 48.

The Board concludes that its authority 1o imposce civil
money penaltics and to enter a cease and desist order in
this case is not divested by the statute of limitations,
28 [1.S.C°. § 2462, Fven to the extent that the statute applics
to the entry of penaltics under the BHC Act and the DI
Act, the statute would be inapplicable because the respon-
dents engaged in violations throughout the five-year period
preceding the issuance ol the notices. Furthermore, the
flimitations statute does not by its lerms extend to injunc-
tive relief. such as the cease and desist order.

The limitations statute reads, in relevant part: “Lixcepl as
otherwise provided by Act of Congress, an action, suit or
proceeding for the enforcemnent ol any civil fine, penalty,
or forleiture, pecuniary or otherwise, shall not be enter-
tained unless commenced within five years from the date
when the claim first accrued. ... 77 28 ULS.CL§ 2462, In
IM Company (Minnesota Mining and Mannfucturing) v.
Browner, 17 F.3d 1453 (1994), the D.C. Clircuit ruled in a
case invalving the imposition of penalties by the Foviron-
mental Protection Agency that the Hmitations period ap
plics, not just to court cases to collect penalties already
assessed by agencies, but also to the agency adjudications
themselves. 'The court noted, however, that the limitations
period might be tolled in cases of (raudulent concealment.
17 K3d at 1461 n. (5.

The Board questions whether the holding of 3M applics
1o enlorcement proceedings under the BIHC Act and the
IFDI Act. Those statutes prohibit not just one-time events,
but also continuing lailures to bring an institution or prac-
tice into conformity with the law, Furthermore, Congress
has explicitly addressed in (the banking context the degree
ol repose that a banking ofticial can expect, in that Cou-
gress authorized  banking agencies (o pursue penaluies
apainst bank insiders within six years alter they have left
the institution  and therefore at least six years after they
have participated in banking violations.'” While the appli-

17, The application of the five year limitation to administiative
actions by banking agencies would be inconsistent with the intent off
Congress manifested ina provision added (o the 1D Act in 1989, 'The
“Stoddard 1ix,” so called because the legaslative history makes clem
that it was enacted to overturn the aling of the D.C Crrenit in
Stoddard v. Board of Governors, 868 E2d 1308 (D.C. Cir, 1989),
states that the separation of an individual from o fimancial institation
“shall not alteet” the jurisdiction of the selevant banking ageney 1o
bring a penalty proceeding against the individual for up (o six yeas
alter he or she has separated  from an institution. 12 U.8.C.
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cability ol section 2462 is in doubt, however, the Board
need not resolve that question because the imiposition off
penalties in these Tactual circumstances would be consis-
tent with the statute in any event,

It is axiomatic that the application of a statute of liniita-
tions against the United States must receive a strict con-
straction in favor ol the government. Badaraceo v. Com-
missioner of Inrernal Revenuwe, 464 ULS. 386, 391 (1984).
ludeed, this axiom has been applicd to scetion 2462, Cu-
pozziov. United States, 980 F2d 872, 875 (2d Cir. 1992). In
contrast to a classic criminal olfense, which is complete as
soon as cach element of the crime has occurred, a continu-
ing offense is “an unlawlul course of conduct that does
perdure.” US. v. McGoff, 831 122d 1071, 1078 (D.C, Cir.
1987). Examples of continuing, offenses include repeated
failure (o file reports and failure to register as required by
statute, [d. at 1078 013, citing Toussie v, U.S., 397 1.8,
112, 134 36 (1970) (White, L., dissenting) (general discus-
ston ol continuing oflenses). Where a violation continues, a
claim accrues (hiroughout (he duration ol the violation.
Hanover Shoe, Ine. v United Shoe Machinery Corp., 392
LS. 481, 502 0. 15 (1967). The statute ol Tunilations as 1o
prosecutions for continuing oflenses runs fron the last day
of the continuing, oflense. U8 v, MeGoff, 831 1.2d 1071,
HO79 (D.CL Cir 1987).

Applying these authorties to the facts of this case, it is
clear that the statute of imitations never began (o run
because these were continuing violations that were not
discontinued until atter the notices were issued.'® The
continuing nature ol the violations is supported by the
statutory scheme, which imposcs penaltics for violations
on a daily basis. See 12 US.Co§ I8ET(M)(D). Thus, cach
day that iltegal control was maintained marked the accrual
ol a discrete maximum penalty increment ol $25,000.
Contrary 1o Respondents’ assertions, the penalties are
based, not on Respondents™ iitial violations in the mid-
1980°s, but on the perpetuation of those violations until

§ 8L 3). Because this provision is not by its terms a limitation, it
does not directly displace the live year Himitation period of section
2402, Yet, it displays a clear, recently expressed Congressional intent
that the period of 1epose from administrative actions should not begin
lor o banking insider untl sia years alter he or she has lett the
institution. ‘the hive year limutation on administrative action s also
anomalous when juxtaposed with the FO-year limitations penod appli-
cable to both a civil court suit brought by the Atoiney Generad based
on banking law violations (12 U.S.C0§ 1833a(g)adopled in [990Y)
and 1o crinnnal prosecution for bank fraud. 18 U.S.C.§ 3293 While
Congiess might conceivably have intended to apply varymg himita-
tions perods for administiative and judicial proceedings, there is
nothing in the general policies of repose or protpt litigation invoked
by the O cowmt o justity a tonger period of hazard for i ctiminal
prosceution than for an adnnnistrative proceeding,. In the case of the
banking apencies, therefore, it is by no means elear that section 2462
should apply 1o penalty assessmients.,

I8, While the M cowrt expressed doubt about the apphcation of
“continuing violaton™ theoty in that case, o did not directly address
that theory since it was not relied upon by EPAC SM 17 13d at
1455 0.2,
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carly [995.1% This is particularly true with respecet o the
violations of Section 4 of the BHC Act, which prohibits
unauthorized retention ol direct or indirect ownership or
control ol companies engaging in non-banking businesses.
120.8.C. § 1843(an2). Thus, the civil money penaltics
may be sustained on the basis of violations within the
limitations period.”

Fven il the civil money penalties were time-barred, the
cease-and-desist proceedings would not be. ‘There is sim-
ply no textual hasis for applying section 2462 to cease-and-
desist orders, which do not fit within the scope of the
“fines, penalties or forfeitures™ covered by section 2402,
See Federal Election Commission v. Nat'l Republican Sen-
atorial Committec, 87T 12 Supp. 15, 21 (D.D.CL1995).

D. Enforcement Counsel’s Exception Arguments

V.o tmiposition of a Cease and Desist Order is Warranted by
the Evidence. Enforcement Counsel excepts Lo the Admin-
istrative Law Judge’s failure to impose the requested case
and desist order in the Reconunended Decision. (BEnforce-
ment Counsel’s Exceptions at 2 3.) Respondents raise (wo
argunments in opposition: first, Respondents state that Fn-
forcement Counsel is not entitled 10 a cease and desist
order because it “ailed to request o prophylactic ceuse and
desist order;” and second, Respondents state that “there
was no evidence [presented| 1o support a prophylactic
cease and desist.” (Respondents”™ Exceptions at 2- 3.) Upon
consideration of the record and the briefs submitted by the
partics, the Board finds that the evidence presented sup-
ports the imposition of a cease and desist order herein,
Both ol Respondents” exception arguments stem from @
fundamental misapprehension ol the statute and the appli-
cable law concerning, cease and desist orders. This misap-
prehension, simply stated, s that the imposition of i cease
and desist order requires an evidentiary finding ol **reason-
able cause . . . 1o believe Respondents are about to engage
in an unsale or unsound practice or violate o law, rule or
regulation” before it may impose a cease and desist order.
(Respondents” Exceptions at 3 (emiphasis added).) Based
on this misinterpretation, Respondents contend both that
the Board’s Notice ol Charges Tailed to give them notice
sulticient to prepare a delense (e, failed to inform them
that the Board intended to show likelihood ol praspective

19, The totul ol penaltics that could be assessed based solely on
continued violations over the hve years preceding the notices castly
exceeds the penalties imposed here.

20. Indeed, even il the comtinuing violation theory were not avail-
able herey the facts of this case would fall withi the fraadulent
concealment doctrine expressly recognized by 3M, and the statute ol
limitation penod would thereby have been tolled, See SM, 1T 123 wt
1461 n.15. The evidence m support of this conclasion would inelude
the misleadmg Notices of Change in Bank Conteol filed i July 1988
(Recommended Decision at 33,4 98) and Noveniber 1989 («l. at
30,4 108); as well as Respondents™s faiture to disclose information
relevant to the November 1989 Notice that was only discovered
through a tugeted examination of Sun Belt by FRB-Dallas and the
OCC in November-December TO89 (fedat 36 3744 100, 110).

violations), and that the Board in any event failed to
present any such evidence. 1d.

Respondents” arguments fail because both the statute
and applicable case law make clear that the finding ol past
violations under the BHC Act supports the imposition of a
cease and desist order as well as the assessment of civil
money penalties.” Section 8(b) of the Federal Deposit
Insurance Act (“FDL Act’) provides that the Board may
issue ad serve a notice ol charges to determine whether a
cease and desist order should issuc if, in its opinion, the
bank holding company or institwtion-afiiliated party:

Is engaging, or has engaged, or the agency has reason-
able cause to believe that the [bank holding company| or
any institution-aftiliated party is about 1o cngage, in an
unsafe or unsound practice . . . or is violating, or has
violated, or the agency has reasonable cause 1o believe . .. is
about to violate, a law, rule, or regulation . . . .

12 U.S.CLY IBERMD)(L) (emphasis added).”” Thus, the stat-
ute on its face makes clear that cease and desist proceed-
ings under Section 8(b) of the DU Act are appropriate in
instances of past occurrences ol unsafe or unsound prac-
tices or when the respondent has violated o law, rule or
regulation and not merely in cases ol suspected prospective
violations. Therclore, Enforcement Counsel was not re-
quired 1o state in the Notice of Charges or o prove at the
hearing that it had reasonable cause to believe that Respon-
dents were about to engage in unsafe or unsound practices
or violate a law, rule, or regulation. Instead, Respondents
have based their exceptions upon disproving an evidentiary
showing which is not necessary 1o this case but have failed
1o rebut an applicable one.

As the Administrative Law Judge correctly observed in
the Recomunended Decision, it is well established law
that a Cease and Desist Order may be instituted for past
violations that have been corrected.” (RD at 70.) See First
State Bank v, I'DIC, 770 E2d 81, 83 (8th Cir. 1985).
Respondents have failed to direet the Board’s altention (o
any reported cases holding that a tinding of prospective
violations must be made in order to impose any cease and
desist order.”

21, Respondents suggest a distinetion between “prophylactic” or
“prospective’ cease and desist orders on the one hand, and other
cease and desist orders on the other hand. However, such a distinction
does not appear in the statute, and the analysis herein does not depend
upon a construction which makes such a diflerentiation.

22. 'This provision, apphicable on 1ls face o “msuied depository
institution]s |, applics o TA@ because it is applicable to bank holding
companices by operation of 12 U.S.C.§ 1818(b)(3). See nd, supra.
‘The Board may then issue o cease and desist ordet i the party served
with the notice of charges consents thereto or il upon the record mide
at a hearing, the Board “shall find that any violation . .. has been
established.”™ 12 0.S.C0 § 181R(b)(1).

23, The Board’s decision to impose a cease and desist order where
the Recommended Decision did not propose one does not undermine
the Board’s adoption of the Adnnnmistiative Faw Judge’s findings of
tact and conclusions of law. Rather, the choice ol remedy for repula-
tory violations found by the Administative Law Judge is uniquely
within the provinee ol the agency charged with adiministering the law
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In this case, the Administrative Law Judge found, and
the Board agrees, that more than sullicient evidence has
been presented to support the conclusion that Respondents
violated the BHC Act and that, accordingly, civil money
penaltics may be imposed. The Administrative Law Judge
provided no fegal or other explanation for the Board to
review concerning his decision not to recommend a cease
and desist order. The Board i its final review of a recom-
mended decision is uniquely qualified to mateh the choice
ol remedies to the achicvement ol the objectives ol the
BHC Act. Based on the Recommended Decision and the
evidence presented, the Board finds that a cease and desist
order shall issue under Scction 8(b) ol the 11 Act because
Respondents have violated Section 3(a) and Seetion 4(a) ol
the BHC Act.?

2. Failure to Iind Control of Election of Majority of

Directors. Enforcement Counsel excepts to the Administra-
tive Law Judge’s failure to find that Respondents “con-
trolfled| in any manner the clection of a majority of the
directors or trustees ol the bank or company”™ under Sec-
tion 2(a)}2)(BB) of the BHC Act. The Administrative ©Taw
Judge apparently did not conclude that the evidence pre-
sented would support such a conclusion, because although
it was requested by Enforcement Counsel the Recom-
mended Decision did not include proposed findings related
to Section 2()(2)(B). Because Section 2()(2)(B) is only
one among alternative delinitions ol “control,” and be-
cause “control” has already been shown within the mean-
ing of Scction 2(a)}2)(A), the Board need not reach this
issue and therelore denies Lnforcement Counsel’s excep
tion to the Administrative Law Judge's faiture to make a
finding of control within the meaning of Section 2(a)(2)(13)
of the BHC Act.

. All Exceptions are Denied Fxeept to the Extent
Granted Tlerein

Respondents and Enforcement Counsel submiitted detailed
exceptions (o the Recomimended Decision. Certain of those
exeeptions are necessarily granted or denied by the forego-
ing discussion. In addition, the Board linds that certain
specific exceptions should be and hereby are granted lor

and repulations in question. [Wlhere Congaess has entrusted an
administrative agency with the responsibility of selecting the means of
achicving the statutory policy ‘the relation of remedy to policy is
pecutiarly a matter for administrative competence.” ™ Buee v Glover
Livestock Commn'n Co. A US 182, [R5 (H9/3).

24, Afthough not gecessary fo the Board’s conclusion here, thie
Board notes that the Administiative Law Jadge did specineally find
that “[tlhe principals of 1AL ... have shown their willingniess and
ability to obfuscate through the use of oflshore corporations, and
except for their exposure (o meaninglul money penalties or eriminal
proceedings would no doubt attempt (o make another attempt [sic| to
obtain unauthorized control of o United States banking institution.”
RD at 70. The Adninistiative Law Judge did not express whether the
civil money penaltics requested by Enforcement Counsel and imposed
in (he Recommended Dectsion were sufliciently “meaningful moncy
penalties” as (o dissuade any futwe attempts to oblain unauthorized
control.

the clarification of the record.”™ All other exceptions by
Respondents and by Enforcement Counsel are hereby de-
niced.

[ Non-Banking Businesses

The Recommended Decision found that “[tlhere is no
dispute that TAL through its subsidiarics, has throughout
the relevant period engaged in non-banking activities that
are cither absolutely prohibited by the BHC Act Tor bank
holding conmpanices, or require prior Board approval.” (R
at 62 (footnotes omitted).) Respondents except only to the
finding that AL is a bank holding company such that these
prohibitions apply to it. (Respoadents” Lxceptions al
44 45.) However, as discussed supra, the Board rejects
Respondents” argument that a Section 2(a)(2)(C) linding, is
A prerequisite 1o a Section 2(a)(2)A) finding. Thercfore,
because the Board adopts the Recommended Decision’s
conclusion that 1Al was a bank holding company within
the mcaning of Scection 2()(2)(A) ol the BHC Act, it also
adopts the Recommended Decision’s conclusion that *“the
violations ol Section 4 ol the BHC Act alleged in the
Notice follow automatically froni the conclusion that A1 is
a bank holding company.” (RD at 62 63.)

G. Request Tor Oral Argument

Respondents in their Exceptions requested oral argument.
Oral argument is a discretionary procedure. See 12 CUTR.
263.29(¢). The Board finds that the arguments have been
sufticiently presented in the pleadings before the Board.
The legal issucs presented in this case are clearly and
simply stated: whether or not the preponderance of the
evidence established TADs indirect control of NBC and
Sun Belt. Thus, this matter rests particularly upon the
Administrative FLaw Judge’s assessmenl ol the weight of
that cvidence and especially the credibility of the wit-
nesses, an arca where the Board is inclined 1o deter to the
Administrative Law Judge’s determinations. In this case,
then, there is no need tor further argument, and the Board
hereby denies the request for oral argument,

25. In the Recommended Decision, the following paragraphs thereol
are modilied as follows: The citation at the end of § 1 is moditied to
read T LE3T7 [Ulrich ] the citation at the end of 44 43 and 44 are
modificd 1o read B Ex. T at pe. 81734 84 is moditied to inseil at
the end thereal, “IAL made gifts of Scries B non-voling common
stock ol Sun Belt to the Local Contoe Panticipants, and also granted
them options to acguire more Series B non-volmg stock. {1, 1230 34
and 1259 60 |Ulrich]; BD Exs. 57, 57(a), 75, 75(a) and 79607 4 92
is modified to delete the words ™, also an accountant.” lrom the
second Line; § 94 is modified to delete the words “the parent of NBC
and™ in the third line, and 1o defete the word “an™ in the Tourth line,
and o delete the figure “$205,0007 hom the last fine and replace it
willy the word “payments”; and § 101 is modified to delete the words
“ol $205,0007 i the fourth and fifth Tines, and o defete the figue
“$457,000°" tfrom the end and replace it with the words “an amount
between $252,000 and $277,0007.



620 Federal Reserve Bulletin ] June 1996

Conclusion

For the foregoing reasons, the Board orders that the at-

tached Final Asscssment ol Civil Money Penalties and

Final Tmposition of Cease and Desist Order issue against
IAT and against Ulrich.

By Order of the Board of Governors, this 9th day of

April, 1996,
Board of Governors of the
Federal Reserve System

WILLIAM W, WILES
Secretary of the Board

Final Assessment of Civil Money Penalty and Final
Imposition of Order to Cease and Desist

WHEREAS, this matter came before the Board upon the
issuance on August 8, 1994 of a Notice of Charges and of
Hearing, and Notice ol” Assessment of Civil Money Penalty
against remaining Respondents Interamericas Investnents
Lid., and Peter Ulrich, pursuant to the provision of Sce-
tions 8(b) and (i) of the Federal Deposit Insurance Act,
12 U.S.C. 88 I818(b) and [1818(1), and pursuant to Sce-
tion & of the Bank Holding Company Act of 1956, as
amended, 12 U.S.C. § 1847(b), sceking civil money pen-
alty assessments in the amount of $1,000,000 against hnter-
americas Investments Ltd, and $10,000 against Peter Ul-
rich, upon charges of violating, the Bank Holding Company
Act of 1956, 12 US.C. § 1841 ¢t seq., andd Regulation Y of
the Board of Governors of the Federal Reserve System,
12 C.ER. 225, by acquisition of the controt ol the National
Bank of Conroc, Conroe, Texas, a National Bank, and Sun
Belt Baneshares, luc., of Conroe, Texas, a Bank Holding
Company, without prior approval, in violation of Sec-
tion 3(a) of the Bank llolding Company Act,
12 UL.S.CL § 1842(a); and further by cogaging in non-
banking businesses as a Bank 1olding Company without
prior Board approval, i violation of Section 4(a) of the
Bank Holding Company Act, 12 U.S.CL§ 1843(a); and
seeking the issuance of an order requiring them to cease
and desist from {urther violations of the Bank Holding
Company Act; and

WHEREAS, after a hearing on the record pursuant to the
Administrative Procedure Act, Chapter 5 of Title 5 of the
United States Code, and Bricling of the Issues, the Admin-
istrative Law Judge issued a Recommended Decision on
September 14, 1995, recommending imposition of the civil
money penaltics assessed, and recommending that no order
to cease and desist should issue; and

WHEREAS, it is the Final Determination ol the Board
of Governors of the Federal Reserve System that the Ree-
ommended Decision of the Administrative Law Judge shall
be accepted as modified by the Final Decision issued
concurrently herewith; and for other good cause shown, it
is hereby

ORDERED, that a civil money penalty in the sum of
$ 1,000,000 be, and it is hereby, assessed against Inter-
americas Investments Litd., remittance of which must be
made forthwith, in immediately available funds payable to
the order of the Sceretary of the Board ol Governors, who
shall make remittance of the same to the Treasury of the
United States; and it is further

ORDERED, that a civil money penalty in the sum of
$10,000 be, and it is herchy, assessed against Peter Ulrich,
remittance of which must be made forthwith, in immedi-
ately available funds payable to the order of the Secretary
of the Board of Governors, who shall make remittance of
the same to the Treasury of the United States; and it is
further

ORDERED, that Intcramericas Investments Ltd. and Pe-
ter Ulrich shall cease and desist from any violations ol the
Bank Holding Company Act of 1956, as amended; and it is
further

ORDERED, that this Order shall become elfective upon
the expiration of sixty days after service hercol is made,
and that cach provision hercof is and shall remain Tully
eftective and enforceable until expressly stayed, modified,
terminated or suspending in writing by the Board, or by a
duly authorized court.

By Order of the Board of Governors, this 9th day of
April, 1996,

Board of Governors ol the
Federal Reserve System

WILLIAM W, WILES
Secretary of the Board
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SYMBOLS AND ABBREVIATIONS

n.a.
1n.¢.c.

0

ATS
BIF
CcD
CMO
I'FB
FHA
FHLBB
FHLMC
FmHA
FNMA
FSLIC
G-7

Corrected

Estimated

Not available

Not elsewhere classified

Preliminary

Revised (Notation appears on column  heading
when about half of the figures in that column
are changed.)

Amounts insignificant in terms of the last decimal
place shown in the table (for example, less than
500,000 when the smallest unit given is millions)

Calculated to be zero

Cell not applicable

Automatic transter scervice

Bank insurance fund

Certificate of deposit

Collateralized mortgage obligation

Federal Financing Bank

Federal Housing Administration

Federal Home Loan Bank Board

Federal Home Loan Mortgage Corporation

Farmers Home Administration

Federal National Mortgage Association

Federal Savings and Loan Insurance Corpotation

Group of Scven

GENERAL INFORMATION

In many of the tables, components do not suin 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 sccurities” may include guarantecd issues
of US. government agencies (the flow of funds figures also

G-10 Group of Ten

GNMA Government National Mortgage Association

abr Gross domestic product

HUD Department of Housing and Urban
Development

IMF International Monetary Fund

10 Interest only

IPCs Individuals, partnerships, and corporations

[RA Individual retirement account

MMDA Money market deposit account

MSA Metropolitan statistical arca

NOW Negotiable order of withdrawal

OcDh Other checkable deposit

OPEC Organization of Petroleum Exporting Countrics

oTS Office of Thrift Supervision

PO Principal only

REIT Real estate investment trust

REMIC Real estate mortgage investment conduit

RP Repurchase agreement

RTC Resolution Trust Corporation

SAIF Savings Association Insurance Fund

SCO Securitized credit obligation

SDR Special drawing right

SIC Standard Industrial Classification

VA Departiment of Veterans Affairs

include not fully guaranteed issues) as well as direct obliga-
tions of the Treasury. “State and local government” also in-
cludes municipalitics, special districts, and other political
subdivisions.
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110 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Percent annual 1ate of change, scasonally adjusted’
1995 1996 1995 1996
Mouctaty or credit aggiegate — T
Q2 Q3 Q4 Q1 Nov Dec, Jan Feb M,
Reserves of AII‘I)II\I/UI v oastihtions”
| Total . - 7.5 t.5 649 K0 10.7 N 1ol to.4 18.8
2 Requued ooooon L Lo o b6 2.5 17 RS 79 0.6 21.0 2.7 13.2
3 Nonbonowed 82 2.4 6.4 6.5 98 8 15 163 19,1
4 Monetmy base” 0 o o000 L 58 1.7 2.7 L4 13 5.0 4 42 88
Concepts of money, Ilquul assers, and debrt
5 MlI . e 4 15 5.1 28 1.0 - 4.4 0.2 2.0 9.8
[ 18 a9 39 5.6 REQ 5.5 4.8 54 tL2
TMILL 6.3 8.0 4.4 74 28 3.6 7.6 98 10.4
T 73 91 58 na. IS S 4.2 63 na.
9 Debt.oo. L0 0o L 7.0 40 45 na 6.2 30 2.5 55 it
Nonti amade ton « um/mm nes
W M2 AR 109 81 9.4 0.5 9.9 9.7 8.1 L8
Il in M3 nnly ....... 69 121 0.3 12.5 | 3.9 18.3' 28.6' 15
tiie and savings deposits
Conuneted banks
12 Savings, meluding MMDAS L 05 90 131 2.6 1.2 232 28.2 16,6 252
L Smallome o0 00 Lo 204 1.0 3.9 N 4.6 1.7 46 19 75
14 Lageume®™ 0 0 3.6 131 19.4 86 190 60 6.7 20,11 26.3
Theutt wstitutions
15 Savings, weluding MMDAS. 145 7.3 2.8 3 6.3 2.7 30 04 57
16 Smallume’ o000 o0 L 235 43 17 20 0.1 3.7 8.0 7 8.7
17 Lageunw” Co o000 Lo s 16.7 137 RO 6O 4% 4.8 160 32 9.4
Money market mutual funds
R Retadl 0 0 0 L 142 369 16.5 147 14.5 13.0 9.0 5.6 26
19 Instuation- ()III) ,,,,,,, RIK] 276 10,3 279 5.9 12.8' 8.0 60,2 216
Repurchave agreements and Ewrodotlars
20 Repurchase Aly(ullull\m ..... 74 5.0 149 27 29.7 51.2 49.4 150 143
21 Lanodolkus™. 0 0 oo L 18.0 Y4 62 138 271 79 534 LR 41.2
Debt components i
22 Pederad, 0oL s 5.4 16 23 44 ) 33 72 na.
23 Nonfederd. .o 0 0 L o0 706 47 5.3 it 6.8 5.0 4.0' 49 .

1. Undess otherwise soted, tates of change are calentated Hhom average amomts onystand-
g dunng preceding wonth o quarter,

2. Figures ncorporate adjustinents tor discontinuities, ot
regulatory changes in teserve iequitenents, (See also tahle £.200)

The seasonally adjusted, break-adjosted monetany base consists ot (1) seasonally

adyusted, break-adjusted total reserves (ine 1), plus (2) the seasonally adjusted currency
component of e money stock, plus (3) (tor all quaitedy sepotters on the “Repott ot
Transaction Accounts, Other Deposits and Vault Cash™ and {or all weekly 1eporters whose
vanlt casl exceeds then tequued eserves) the seasanally adjusted, bicak adjusted diflerence
between cunrent vaalt cash and the amount applied to satisfy cutient rescrve iequerements.

4 Composition ot the money stock measutes and debt is is (oHows:

M1 (1) cutteney outside the TLS Treasury, Federal Reserve Baaks, and the vaults ot
depository istitutions, (2) navelers chiecks ol nonbank ssuers, (31 demand deposits at all
commerctal banks other than those owed o depository mstitutions, the ULS. government, and
toreign banks and ollicial 1nstitutions, Tess cashoitems i the process ol collection and Federal
Reserve float, and (4) other checkable deposits (OCDs), consisting ot negotiable order ot
withdrawal (NOW) and automatic ranstee serviee (AFS) accounts at depository mstitutions,
credit unton share dialt accounts, and demand deposits e thitt mstitutions, Seasenally
adjusted M1 s computed by summmg canency, tiavelers checks, dentand deposits, amd
QCDs, cach seasonally adjusted sepaately.

M2: M1 plus (1) savings Gneluding MMDAS), (2) smadl-denomination true deposits (tune
depostts ancluding et RPs i amounts of less than $ 100,000, and (3) balances i ietail
money market mutual tands Ononey funds with maumum mntial mvestments ot less than
$50,000), Excludes individual retiement accounts (IRAs) and Keogh balances at depostiony
wstitations and money market funds, Seasonally adjusted M2 i caleulated by swmming,
savings deposits, small denonination time ¢leposits, and retatl money fund balances, cach
scasottally adjusted sepurately, and addmg this reslt to scasonally adjusted M1

M3: M2 plus (1) large-denonimation te deposits Gnamaounts of $100,000 or nue), (2)
balances m ustitutiona money tands Quoney funds with mumimum sutsl mvestinents of
$50,000 or mare), (3) RE habilities (overnight and tenn) wsued by all depository institations,
and (4) Fwodollirs (overight and term) held by LS. residents at foreign hranches ot US,
banks worldwide and at all bankmg oflices m the United Kmgdom and Canada, Excludes

“hicaks,” associated with

amomnts held by depostory aastitutions, the V.S povermment, money auaket funds, and
tonegn banks and oflicial institutions: Seasonally adjusted M3 s calenlited by sunnning lage
tme deposits, institetional money tund balances, KPP liabilities, and Eurodollms, cach
sceasonally adjusted sepatately, and adding this result (o seasonally adjusted M2,

L. M3 plus the nonbank public holdings ot US, savings bonds, shoit-tenn ‘Ticasmy
secunties, commercial paper, and bankers acceptances, net of money marhet tund holdings of
t assets, Seasonally adjusted Los computed by sunnning VLS, savings bonds, shont-tean
Treasuty secunties, commercial paper, and bankers acceptances, each seasonally adjusted
sepatately, and then adding this tesult 1o M3,

Debt: The debt aggregate is the outstandimg credit market debt of the domestic nonfinancal
sectany- the fedetal sector (ULS - government, not including povernment-sponsored entet-
prses ar tedesally selated mostgage pools) and the nontederal sectors (state and foeal
governients, houscholds and nonprofit organizations, nontinancial corporate and nonfann
noncorporate busuiesses, and tarms). Nonfederal debt consists of mortgages, tax-exempt and
corporate bonds, consumer credit, bank toans, commerciat paper, and othier loans., ‘The data,
which ae denived from the Federal Reseive Board's flow ol tunds accounts, we hreak-
adjusted (that 1y, discontimuities me the data have been smoothed into the series) and
month-averaged (that s, the data have been denved by averaging adjacent month-end levels).

S, Sum ol (1) savings deposits (ncluding MMDAS), (2) small tune deposits, and (3) 1etail
maoney lund balances, each seasonally adjusted separately.

O Sum of (1) large time deposits, (2) mstitutional money fund balances, (3) RE habilities
(overmght and term) issued by depository mstitutions, and (43 Ewodollars (overight and
term) of US addiessees, each seasonally adjusted sepaately.

7. Sinadl time deposits -meluding retail RPs  ate those assued i amounts of less than
$100,000. All IRA and Keogh account balances at commercial banks and thritt institutions
are subtiacted trom small time deposits,

K. Lange tune deposits ate those tssued mamounts o $100,000 o1 more, excluding those
booked at mrernational bankimg tacilities,

9. bwge time deposits at commercaal banks fess those held by woney market tunds,
deposttory institutions, the ULS, goverament, and foreign banks ad othicial mistitutions,

10, Includes both ovennght and term




[.11  RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CRED(1!

Milions ol doblats

Money Stock and Bank Credit - AS

Facion

SUPPHYING RESERVE FUNDS

b Reserve Bank credit ontstanding
HLS. government seeunties
2 Bought outiight System accouut ., .
3 Held under sepuichase agreements
Pederal agency obhpations
4 Bought outnght ... -
Field under repuchase agacements .
O Aceeptances
Loans to depository msnlulmnx

7 Adjustment credit .
8 Scasonal credi
9 sended credit

10 Float . .
1 Other Federa RL\LI\L assels

2 Gold stock

§

4 Treasury cuteney outstanding
ABSORBING RESFRVE FHNDS

15 Cuniency in coculation
16 Tieasury cash holdings
Beposits, other than weserve hllnnu\ witlt
bederal Reserve Banks
L7 heasury
I8 Fowe lyl ““““

Spuml drawing II[ hl\ e mlu.m uumml

9 Service-related balances (unl (ul;usnuuu\ .

200 Othe
21 Other bederal Ruuw habilities wnd L.I[llhl
22 Reserve balances with Tederal Reserve Bae

SUPPHYING RE SERVE FUNDS

I Reserve Bank credit outstadmg
US. government secunties

) Bought onttight System account

4 Held under iepichase agrecments
Federal ageney obfipations

<+ Bought ontuight

Held voder repurchiase ap,
O Acceptances.

institabions

Louans 1o deposito
7 Adjustment cedit
8 Seasonal credit
9 Lixtended credu

10 Idoat . o B
11 Other Fedewal l{m\‘n' dosels L, .

2 Goldsock 0o
3 Spectal drawmg tghts ce mllmk (ILL()AIIII
1 Dreastry cunency outstanding

ABSORBING Ri SERVE FUNDS

15 Cuneency moenculanon o
16 Treasury cash holdings
Deposits, other than reseeve |ml‘mux with
Federal Reserve Banks
1/ Feaswy . .
W loeign oo o
19 Senvice-iclated balances Alm! m!yuxmu 1S
200 Otha
21 Other Federal I{uuv‘ lmlnlmu and Ld])ll.l

|
IS

|

22 Reserve balances with Tederal Reserve Banks

410,409

L6

412,652

Average of

darly hgwes

370,347
1.K10

2o
590
O

i

5

QO
Jaol
12,490

11,054
10,168
21043

117,000
247

149496

408,620

373,807
RIS

2,634
20
0

i

/

0
1,130
W0, 104

11,053
10,168
21104

412,180
270

453
220
6,005
3RO
12,600
16,724

Yl of month hg

Jan,

§I8208
¢]

2034
0
[

10

5

i

928
31,450

11,052
10,1068
200067

274

8210
165
0,31/
06
11,832
18,508

Feb,

400,894

376,519
0

2,634

03
30,430

11,053
13,168
24,137

413,951
279

5,632
209
5,763
KRR
13,062
16,038

414,343

V77,300
2,398

2,559
417
0

10

(4]

0

[ K]
31,025

11,053
10,108
24,164

415713
297

5,010
156
5,992
304
13,022
18,515

uies

415,997

177,056
3,896

2500
1,000
0

I
49
0

29

347

11,053
10,108
24,193

+10.204
4

7021
191
5,930
48

127714
18,689

1

e

407,328

372,280
4]

2,634
0
8]

/

8

Q

628
37067

11,052
[0, 168
24,095

412,404
274

5,204
17
5,815
375
12,659
15,710

L _ —f—

feb 14

409,630

374,081
0

2,034
0
0

20

9

1}

996
11,896

LAY
1,168
24,005

413,380
218

5,071
173
5,835
378
1|()

Averape ol daly figaies for week ending on date indicated

408452

RYANWE
0O

2,034
0
0

8

R

0
1,382
29742

11,054
10,168
24,109

413,270
219

5,137
220
5,784
RDRS
12,119
16,421

e e

reb. 21

12 823

375,706
0

2,634
4]
0

i

g

8]
4490
29981

11,053
{0,168
24109

14,006
280

5,192
294
5,784
308
12,042
19,527

410,794

415,090
890

2,634
180
0

(6]

8

0
1834
30,110

11,053

16,168
24,023

413,351
27

3R

12856
19472

—_—

1986

M, 6

41230

311,575
[}

2,628
0
1}

1]

%

0

585
30,440

11,053
10,168
24,137

414,342
279

4312
198
5,163
197
13,147
18,156

Wednesday fipu

feb 8

416,515

876,928
0,230

2,631
765
O

8
8
0

RN
30,621

11,053
10,168
24023

414,258
219

4,700
16/
5,592
120
12,692
21856

Mic, &

I NYD
371,404
0

2,589
4]
O

1o
O

0

547
10,623

1053
10,168
24,037

415,930
277

4,254
164
5,103
186
12,892
16,87}

1S

41108/

IEENUR]
2,591

2,568
314
0

5
7

0
1,270
LKLY

11,053
[0, 108
JhIS]

RIRWER)
282

5,507
181
6,429
392
13,309
18,237

424,489

371,459
104493

2,539
1,100
i

O

8

0

44/
HLA0d

11,053
10,108
24181

416,909
303

5,205
LHOO
6,429
316
12,908
20,4102

415,312

371170692
2124

2589
404
0

6

10

0

s
31,190

11,053
16,168
24105

10,280
38

1,235
'
S48
185
12,928
17,636

M. 20

413,310

378,383
0

2519
0

0

"Y

14

0
1,34
11,0660

11,053
10,1068
RENIO]

416,594
i1y

el
168
143
LYAT
12,064
ER 424

M 2/
- —

414040

376,932
077

2548
560
0

204
31,402

P1.053
10,168
2,179

415,859
301

5,018
194
6,045
371
12,872
19,457

M. 27

421,052

VI6,787
%236

2526
2089
o

L6018

11053
{g,168
24179

417,180
4

4,593
172
6,035
V75
12,695
24816

I Amounts of cash held as reserves ae shown i table 112, line 2
2. Includes secmties foaned — tully guasanteed by ULS, povermnent secutities pledged
with Federad Reserve Bauks  and excludes seautnies sold and selieduled o be bought back

under matched sale purchase ansactions,

3. Bxcludes requited eleanng balances and adjustiments (© conpensate for float.



A6 Domestic Financial Statistics [ June 1996

1,12 RESERVES AND BORROWINGS  Depository Institutions'

Miltions ot dollus

Prorated nronthly averages of iweekly avengres

Reserve classilication 1993 19y} 1995 199 1990
Diec D Dec Sept Ot Nov. Dee Tan, Ieh Mar.
L Reserve batances with Reserve Banks” EOR TR SHOSK RERRI J0.519 HEOSS 20,000 20,410 110} 16,442 IR, 104
2 Total vault cash ', . o 30,818 0,378 Ay 40,052 10,564 A0 H2 00 14,790 42,205 40,908
3 Applied vauh ¢ ash! . Lo LAY 16,082 37,4060 36,610 30,815 30,342 37,460 39,1 /0 106,957 36,459
b Surplus vault cash® ) o RN 096 4,657 401 L2 4200 4097 5,000 5,248 1,500
S Fotal teserves” . . . 02858 61310 ST.000 RFVARD] 56,4 56,3497 57,900 50,934 53,749 SERBOY
6 Requied reserves . o 61,795 o172 50,00 56,200 5503419 55,451 S0,627 59,449 52,898 53,750
7 Eacess reserve halances at Reserye Banks? 1063 1108 1,278 950 1,081 1,078 1189 851 1113
& Lotal borowings at Reserve Banks® . K2 Jov 287 2N 245 5 38 35 M
Y Seasonal botowmys - RN 51 100 S0 252 19y HY 7 Y 10
0 Etended credi”. o Lo 0 0 0 0 lj 0 0 0 0

Biweekly averages of datly figuies Tor two week penods endimg on dates mdicated

- R . _ - [ [, R - [ -
1995 1996
Dec a Dee 20 Jan 3 Jan 17 —‘ Jan 31 Peh 11 Ieh 28 Mar 14 M 7 Apr. Y
I Reserve Dalanees witly Reseive Banks” . 200038 19,53 21,558 19,058 15,055 15,540 17,938 18,192 8,49 18,780
2 ot vault cash’ . . . 0,053 12O HLROS RERIIN o RRA RN 40, U6 L5360 A0, 8 0077
3 Applied vault csh? . 36,271 38,053 37,353 39,101 19,620 5 39,408 36,815 30,011 30,775
b Suplus vault cash” L . 4479 1890 4513 5,062 010 1H98 4091 R 4,200
5 ot reserves” L . St/ 51,015 S0 58,702 SHORI 53,400 35037 54,502 55,5601
O Reguned 1eserves Lo ) .. RRNIER] 56,508 AV IR AYARY 54,156 53,288 S2.030 51926 53,546 SHAY1
/ Laxcess reserve balances at Reserye Buniks! 1,089 L1107 1.59/ (RO 1,426 /13 g0 [NE 1,156 90
& Totad bonowimyps at Reserve Banks™ . . RERI 00 248 22 1o R H s 20 47
9 Seasonal bonowings o P Al 4 34 A Al 7 8 8 1’ 16
10 Batended cedit . . 0 0 [¢] G [}] 0 0 0 bl 0
1. Data mn thes table also appeat i the Board’s HE3 (5003 woekly statshical release o 5. Total vaalt cash (e 20 less apphed vault cash (hoe 3y
ordermp addiess, see insude ront cover Dale e not break adpusted on seasonadly adjasted 6, Reserve balances wath Federal Reserve Banks (hne 1) plus apphied vault cash
2. Excludes requned elearmg balances and adustments (o compensate fos float and Hine 3)
includes ather off balanee sheet "as ol adjustments, £ Total eserves (e Sy Less requiced reserves (hine 0),
Vototad Chagped” vault cish held by depository inshitutions subject to eserve 8. Abso meludes adqustinent credst
equirements: Dates refer o the mantenance penods dutng winch the vauit Casliimay be used 9 Conssts of bonowny at the discount window under the enns and condinons estah
o satsly aeserve tegquiements e naintendance peood for weekly ieporters ends sisdeen fsfied tor the extended Gredit program o help depositony stautons deal with sustained
days alter the Tageed computstion period dumg whicl the vault cashos held Betore Nov 25, liquichty pressures: Because there s 1ot the same need 1o epay suclt borrownge promptly as
1992, the mattenance period ended thaety days alter the Tagged computation peniod with tahiional shot-tern alpstiient credit, the money maket cetlect ol eatended aeda s
o AT varlt cashhetd dunime the lagged computanion penod by “bouad™ mstitutons (that st (o that of nonbortosed wseves
s, those whose requuited reserves esceed there vault cash) plus the anount of vault cash
applied dwag the mamtenanee penod by “nonbound ™ imstitutions (that s, those whose vault
citsh eaceeds then requined seserves) o satisty cunent weserve wequietents
113 SELECTED BORROWINGS IN IMMEDIATELY AVAILARLE FUNDS  Large Banks'
Millions of dollws, averages of daily hgmes
1990", week ending Monday
Sonrce and matunity - - — T I e T - - -
Jan, | R 8 lan 15 Jan, 22 Jan, 29 tebos teb 12 Feb, 19 feh, 20
N - R g I JR — 1 - - = ) ] - JE S
Federal funds prorchased, reprncluse agreements, and other
selectad hovrowmgy
From commerctal dauths i the Urnted States
I For one day on ander contimumg contact S 18417 hERES) 83,771 80K 70,608 89,298 88,077 ERIOAR 82,749
> Foradb other matunties .. . L 1-1,06% 13,704 13,211 13,189 RN 12,004 12728 13,990 13,801
Prom other depostory mstitutions, foreny
mstitutions, and ULS, govenunent agencies
3 For one day o under contintg contiact Lo 19,658 23081 23,5018 24100 ERN S 19,808 19,374 20,824 200481
4 borall other matunties . . S A 19.908 18,768 19,801 10,558 18,941 18,516 18,0106 17188 18,101
Ropnchase agiecnents on G5 government and jederal
agency seci e
Biokers and nonbank dealers m secunties
S Forone day o under conhiteing contiact . 18,442 1,083 20,204 200 21,598 23815 RRNL 21,885 25006
6 Lor all other wiatunties . 8,083 28,30 32044 2830y IR, 398 RYRIUA 2R92 L6 3,674
All other custoners
/0 Lo one day o under contiminmy conteadd L2 RIIRER] H1,188 39,008 38018 19,304 (DRI} 18,241 360,151
8 Foc alt other nistualees . . P 15,274 15,304 15,691 16,552 19,6635 14,547 LLT16 14,135 14,061
M vo
Federal funds loans and 1esale agreements i imediately
avatlable funds i matioities of one day o wider
CORTIENY Contliact
9 To commeraal bunks i e huged States B . 60.010 SU,372 SK,204 6O, 125 51,0919 61,0.4 59,6141 61,193 60M61
(0 To all other specitied custoneers . 20403/ 30,104 29,059 RO 30,887 33100 27854 27,515 23,729
I Banks wiath assets of s billion o more as of Dec 31, 1988 2 Brokers and nonbank dealers e secanties, other depostory wstitutions, oicign btk
Dt in s table also appear o the Board™s 1S 07y weekly stanstical release ol anc olhcl mstitutions, wnd U'S - government agencaes

ardermg wddiess, see msude Lront cover



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments A7

Current and previous levels

Adjustment credit!

Federal Reserve

Scasonal credit- Lxtended credit”

Bank On
Y Effective date Previous pale Eflective date Previous rate Efeetive date Previous rate
Boswon ..o S.00 27196 528 5.30 4, 25/00 R 280 80
New Yorh. ... 1731796 3
Philadelphiz . . M0
Clesehand .. 1316
Richmond /106
Athanta . A0
¢ 'hic.wo ......... 201796
. Louis. 2/5/96
N‘IIHILJ]‘H)“\ . 11316
Kansas City .. 271196
Dallas . .. HAlo
San ¥ .00 173196 5.25 3.30 423090 550 380 42590 3.80
Range of rates for adjustment credin in recent vears!
IZR. Bank R, Bank Range (or  § FR. Bank
Efective date of Ellective date levely—Atl of Effective date level--All ol
N.Y. ER. Banks N.Y. R, Banks N.Y.
Tnellect Dee, 311977 0L [ o 1981 —Now. 13 TOSS —Aug, %o 6 6.3 0.5
13 L1 0.5 0.5
0.5 Dec. 2
6.3 1989 Feb. 24 .
19R2—-July 1S 27,
t1s
Au 11 1996--Dec, 19 .
1
.5 10.5 1O —Febh, )
10--10.5 o 4.
10 Apro 30
Oct. s May 2.
0.3 Sep. 13
9.5 Nov. o 17
9 Nov. 6.
1979 July il Dee. 9 7.
Aug HL3 8.3 e, 20 .
0.3 83 24
Sept. 1l
2 1 FOS4 - Apr. Y 1992~ July 2. 3
Oct. 12 : 7 3
12 N, 2 5
s 1990 May 17 ..
1950 Leh, 13 Dec. 2 I8
13 Aug. 16
May 13 1USS - May 8 18
12 s Now, 15
June ] 17
1 1Us6- - Mar 7
July 0 7 [DEAPRIRUIN
0 Apr, 2 0.5
Sept. 1 0.3
Nov. 12 1990 - ki 5.00
Dee. 13 S.00
i3
1981 Ny B} Ineffect Moy 301996 0000000 S0 .00
4 1987 3506 3 ’
4] O

1. Available onashort-term basis o help deposstony institutions meet lemporany necds for
Tunds that cannot be met through reasonable alternative sources. The highest rate established
Tor foans to depository institutions may be charged on adpusiient credis Toans ol unusaad size
Ih:ll result (rom a major operating problem at the borrower’s Facility.

Available o help relatively smiall depository instinutions meet regular seasonal needs for
Iumls that arise Trone a Clear patiern of ingrayearly movemenis iheir deposits and foans and
(it cannot be met through special indusary Tendets, The discount rate on seasonal credin tahes
into account rates charged by market sowrees of fineds and ordinarily is reestablished on the
first business diy of vach two-week reserve niaintenainee peciods however, it is never less than
the dl\LlIlllll rate applicable to adjustment eredic,

May he made available 10 dqm\um\ wstitutions when similar assistanee s not
rm\un.lhl_\ availible from other sowrees, inchuding special industry enders. Such credin may
be provided when exceptional circunistances tincluding sustained deposit drains, impaired
aceess 1o money market Tunds, or sadden deierioraiion inloan eepayment performance or
practices imvolve only a particutar institgtion, or o meet the geeds o institations experiencing
difticuliies adjusting to changing market conditions over a longer period (particalarly attimes
of deposit disintermediation), lhc discount raie applicable 1o adjusiment credit unlnmul\ is

arged on extended-credit loans outstanding less than tariy days: however. at the discretion

o the Federal Reserve Bank, this time pertod may be shoriened. Bexond this initial period, a
flenible rate somewhat whove rates charged on market sourees of funds is charged. Phe rate

i : s of cach vo-week reserve mainienanee
period. but it is never fess than the discount rade applicable o adjustment credit plus 34 hasis
points.

4. For carlie a1, see e Tollow ing publications of the Board of Governors: Bankinz and
Monetary Staristios, 1914 1940 and 1941 19700 and the Nanral Statistical Digest. 1970
197,

In 1980 and 1981, the Federal Reserve applicd a surcharae 1o shogt-teesn adjustiment-credii
borrowings by institttions with deposits of 300 million or more thin had borrowed i
suceessive weeks or i mare than four weeks inaccalendar guarter. A 3 pereent surcharge was
in elfect from Mar 17, 19800 through May 7. 1980, A surcharge of 2 percent was uunpmul
on N 179800 the surcharge was subsequently rtised 163 percent on Dee. 3019800 and to
A percent on Alay 50 B98I The \lll\h.ll“t was redueed o 3 percent elfecti ) TS,
and 1o 2 pereent \Il\Ll!\\' Oct. 1201981 As of Oct | 1981 the Tormula for .||‘|\I)||11_' the
sircharge was changed from o calendar quaster 10 a moving thisteen-week period. The
surchiarge wins climinated on Nov, 17,1981,




A8 Domestic Financial Statistics L1 June 1996

1.1

RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS'

Type of doposit

Net tratisac o accounty”
1 30 mihon $520 million” AV PPN o
2 Maore thin 520 nullion”™ ., e e

5
i Nonpensonal tume deposits”. oL

K
4 kutocuneney habilies®. oL

Reguaement
Percentage of Hlectivm (oo
depusits Hlective date
............ 3 12/19/95
10 12/19/95
............. 0 12/27/90
0 12727190

I Requited reserves must be held e the torm of deposits with Federal Rescrve Banks
o vault cash Nonmember instiiutions may maintaun aeserve balances with a Federal
Reserve Bank indiectly, on a pass-throogh basis, with certam approved institutions o
previous reserve requirements, see caher editions of the Annnal Report on the ederal
Reseive Bullenn Under the Monetay Contial Act of 1980, deposttory  mshtutions
nchude commeretal banks, mutaal savings banks, savings and loan assocrations, credit
urtons, agencies and branches ot toreign bianks, and Edge Act corporaiions.

20 drasaction accounts welude all deposis agamst which the account holder s pennitied
to mahe withdiawals by pegotiable o ttnsferable mstuments, payment otders of wih
drawal, ot telephone or preauthonzed tanslers for the putpose ol making payments o thid
persons or others, However, money market deposit accounts (IMMDAS) and sunila
subject to the rules that penmt no more than six preauthorized, automatic, ot other
per month. ot which noinore than thiee may be checks, ae savings deposits, not transaction
aceounts

3 e Manetary Conttol Act of 1980 tequnes that the amount ol tansaction accounts
agamst which the 3 percent teserve tegquiremient applies be snadifted annuatly by 80 peicent ol
the percentage change i tansacton accounts held by all depository insttutions, deternmed
as of June 30 of cacl year, Lliecnve Dec 19, 1995, the amount wis decicased trom $34 0
milhon o $52.0 million,

Under the Garn=St Germam Depository Institutions Act ot 982, the Rowd adjusts the
amount of reservable Habilities subject toa zeto percent reserve equureinent cach year for the

succeeding calendar year by 80O pereent of the percentage merease in the (otal reservable
Liabiliees of all depository mstitutions, messwed o an annual basis as of June 30 No
cotiespanding adjustiwent s orade wthe event of i deaease. Phe exemption apphies only o
accounts that would be subjeet to a3 percent 1eserve tequiement Elleetive Bec, 19, 1995,
the exempnion wins ransed from $4 2 mittion to $4.3 milon

o The reserve requiement wis aeduced from 12 pereent 100 100 percent on
Ape. 2, 1992, tor mstitutions that teport weekly, and on Aps. 10, 1992, tor insttutions that
report quartely.

S, Formstitutions trat ieport weekly, the reserve iequitenient on nonpeisonal tnne deposits
with an original matunty of less thane TV years was tedueed trom 3 percent to L4 percent ton
the nunntenance peniod that began Dec, 13, 1990, and to zero for the maiutenance period that
begans Dee. 27, 19900 Forinstitutions that report quantetly, the resetve requaement on
nonpersonal time deposits with an onginal matuny of less than 14 yeaws was reduced from 3
pereent to zero on Jan. 17, 1991

“The teserve equitement on nonpersomal time deposits witl an origmal matuity ol 142
years o more has been zero sinee Oct, 6, 1983

6 The reserve requaament on barocunency Tabihities was ieduced from 3 pereent o zcio
i the same manner and on the same dates as was the esetve equrement on nonpersonal
time deposits with an onginal matutity of dess than 114 years (see nate 5)



[.17 FEDERAL RESERVIE OPEN MARKET TRANSACTIONS'!

Milhions of dollars

Policy Instruments  AY

Type of tansaction
and matunty

US FREASURY SECURILIES

Outright tansacttons {excluding matched
nasactions )
Treasury billy

1 Giross puichases. ..

2 Gross siles, ..., R,
3 Exehanges ...

4 Redemptions ...

Orhers within one yea
Ciross prochases . . e
O Giross sales. ..,
7 Maturity shutt
Exchanges | .
9 Redemptions ... .
One to five yews

-

x

10 Gross puschases. .. . B

i Gross sales, oL
12 Matunty shiits . ..
13 aehanges L.
Five 1o ten years
14 Guoss puichases,
15 Gross sales. Lo
16 Maturdy shitts ... ...
17 lixchanges ... .
Mote than ten yeus
18 Gross purchases . o
19 Choss sales. .. RN
200 Matmty shites ... . L
21 Exchanges . r. . [
All matwtties
22 Gross puichases
23 Ghoss sales oL
24 Redemptions .

Muatched transactions
25 Ghoss puichases ... .
26 Gross sales o e

Repurdhease agreenenty
27 Gross puchases . Lo
28 Grossosales Lo

<

Net change in US, Ticasiny seeuuties, .
FEOERAL AGENCY ONEIGA HONS

Outright transadtions

30 Choss purchases .0 o0 L Lo

31 Choss sades .
32 Redempions ...

Repwrchase agreements
13 Giross puichas Lo Ce
doGhosssales Lo 0 0 L Lo L L

35 Net change w tederal apency obligatons

36 Total net change in System Open Market Acconnt | .

1993

I

17717
0
132229
i

1,223

0

31,368
36,582
0

10,350
0
27,140
0

36915
0
767

1,475,941
1,475,085

475,447
410,723

41,729

0
0
T4

35,063
14,660
380

41,348

1994 1995 — -~ -1
Aug.

17,484 10,932 443
u] [} 4]
376,277 398,487 39,195
0 900 [
1,238 390 )
0 0 0
0 (} 7,805
21,444 4] 5,599
4] 0 0
G008 4,960 14
0 i} 4]
6,004 0 3,379
17,801 0 4,905
1818 1,279 0
4] 4] a
RNEN 0 19
2,903 0 1,800
3,600 3,122 0
0 QO 4]
918 4] 525
778 0 1,100
35,414 20,649 433
0 0 0
2,337 2,376 0
1,700,846 | 2,197,736 179,574
1,708,300 1§ 2,202,030 185,711
309,276 331,694 4,130
311,898 128,497 1,075
20,882 17,175 2,051
0 0 4]
9 0 3]
1,002 1,304 122
52,696 36,851 1,610
52,600 16,776 1,510
1,002 1,228 22
28,880 15,948 | —2,673

400

0
30,333
4]

60Y
0
0

195,830
198,587

43,286
39,890

1,241

4
0
46

1,444
1,459
T

L170

1995

Oct.

1,350
0
29,397
900

0
0
1,748
2,044
4]

1,450
0
1,385

206,155
213161

28,825
$2,980

597

0
0
83

3,440
1605

4271
0]
RUNILYS
{

0
0
0,108
4937
0

0

0
5,292
3247

400
0
816
1,700
0

0

i}

0
4,671
0

il

226,340
228,419

44,509
J0R76

7,285

1y
0
120

1,763
4973
330}

6,955

IL)()()
Dec Jan el
F_,A-W -
QO 0 0
) 0 4]
11,535 31,470 0,412
0 0

390 1}
0 0
0 2,746
0 1,575
0 8
2,317 0 n
Q0 4] 0
O 2,048 1,90R
0 3,287 5,175
4] 0 0
O 0 0
0 0 KR
(} 0 1,500
1,884 0 0
0 0 1}
0 (I 20
0 (¢} 900
4,591 0 0
[§] 0 0
0 1,228 0
227858 260,425 274,290
228,071 259,186 218979
14,328 16,040 6,230
28,546 28,802 0,230
10,157 12,151 1,689
0 O 0
Q0 0 0
58 4] 0
288K 9,793 765
1,788 10,893 765
1,042 1,100 i
11,199 —~13,851 — 1,689

1. Sades, sedemptions, and negative figuies teduce holdugs of the System Open Maket

Account; all other figuies mewease such holdings
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118 FEDERAL RESERVE BANKS  Condition and Federal Reserve Note Stateruents!

Mitlions of doiflus

Wednesday Fad of month
Account 1996 1990
L [P ] — -
Feb 28 Mar. 6 Mar 13 Mar. 20 M, 27 T, 31 leb, 29 Mau. 3t
U R S _ - - 1 i__
Consohdated condition statement
ASSEIS
I Gold certilicate account, e . 11,083 11,053 11,053 11,053 11,053 11,082 11,058 11,053
2 Speciad diawing rights cenlicate account 10,168 10,168 1o, 168 10,168 10,168 1,168 1,168 10,168
3 Con . . 541 S40 S5t 859 560 S13 547 579
I oans
4 Yo depostny institihions FE e L 86 16 14 20 8 IR 14 43
5 Other ... e . . e 0 8] 0 0 [¢] ¢} il 0
6 Acceptances held under sepichase agreenents L [¢] 8] 0 0 0 ¢ [¢] Q
Federal agency obligations
7 Bought outnght . . L. N 2,034 2,589 2,539 2,54 2,520 2,634 2,034 2,520
8 Ileld under iepwchase agieenients RN . 165 1] 1,100 0 2,089 4] 0] 1,000
9 ‘Total U.S, Treasury seearities . . A o 383,158 377,404 387,952 378,383 385,023 378,208 376,519 J80,952
10 Bought outnght” ... . RN B 176,928 77.404 371,459 378,183 376,787 178,208 376,519 377,056
11 Bills . A AP PN e 183,074 183,550 183,605 18,530 182,943 184,355 182,600 183,202
12 Notes . B s P A 148 ,8HS 148,885 148,885 148,885 148,885 149,785 148,885 {48,889
14 Bonds s .o . P 44,969 +19649 44,969 44,969 44,969 44,0069 44,969 44,969
14 Held under wepuchise agreements P R 6,230 0 (0,493 4] 8,236 0 () 3,890
15 Total luans and securities .. ... . . . R 386,643 JR0,009 391,605 380,943 389,675 380,857 379,171 384,521
L6 Ttems m process of collection - RPN 5,577 7006 5432 1,606 5,148 0,374 4191 1197
17 Bank premises . oL oL L e e [NE]] 1,141 1,150 1,150 1,149 1,134 1,140 1,150
Other assets
18 Denominated w toreign cunencies e S 19,843 AK219 20,228 20,236 20,246 19,798 20,212 19,985
19 All other”. ... e e e 9,025 9,190 10,001 9,642 10,164 10,447 8,965 10,343
20 Total assets . o 444,582 439,385 450,688 441,447 448,163 440,344 436,048 441,986
LIABILTIH S
21 bederal Reserve notes . - N 0005 192,609 393,681 393,401 394,146 389,371 390,640 392,903
22 Total deposits ... - A L 35524 27,710 38,630 29,955 36,115 33,903 28,135 32,301
23 Depository ustitutions .. e o 30,337 22,906 32,884 24,967 30,974 25,122 21,768 24,740
24 US, Treasiny  General account. Lo . N 4,700 4,254 5,205 4,444 4,593 8,210 5,632 1,021
25 Foregn  Ollicial accounts . ... e .. 167 tod 166 168 172 165 200 191
20 Other B Lo R 320 386 376 375 378 a6 318 348
2/ Deterted credit tems . Sald 6,175 5,409 S5 5,208 5,239 4,211 4,009
28 Other labdees and acecued dividends®. L. . Lo 4,185 3,074 4,481 4,152 4,206 4,181 4,158 4,261
29 “Total liabilities .. . e . P 436,075 430,567 442,201 432,935 439,674 432,693 427,144 433,534
CAPHTAL ACCOUNTS
10 Capatal pard . . 4037 4,043 4,041 4,036 4,030 3,996 4,041 4,037
30 Suplus...00 oo e - o 3,945 3,945 3,960 3,960 1,966 3.054 3,945 3,966
32 Other capital accousts, . L . A28 R4 490 510 486 | 928 449
33 Total liabilities and capital accounts ... PN 444,582 439,385 450,688 441,447 448,163 440,344 436,048 441,986
MEMO
S Manketable US. Treasmy secunities beld m custody tor
foretgn and interational accounts e Lo 529,208 540,891 549,006 J 551,910 545,127 509,044 536,476 550,496
Federal Rescive note statenieat
- - — S —
35 Federal Reserve notes outstandug (ssued to Banks) . . 500,359 501,831 502,678 504,697 504,705 489,867 ( S01,002 500,144
36 LEss. Held by Federal Reserve Banks. .. o .. 109,407 109,222 138,956 111,396 F1,550 10,490 110,362 104,241
Y Federal Reserve notes, net e e N 190,952 302,609 3,681 303,301 194,146 189,471 190,640 392,903
Colluteral held agamst nates, ner
38 Gold cerhlale account .. . S . 11053 11,053 11,053 11,084 11,0583 11,052 11,083 11,053
39 Special diwiny nghts cerihcate acconnt . . 1,168 10,168 10,168 10,168 10,168 10,168 10,168 10, L6
W 1ptble assets e Co S 0 0 0 8] Q Qa Q
41 teasiry and agency secutites e e 364,730 §71,388 372,461 372,080 372,925 368,150 69,419 171,082
42 Total coltateral .. ... .. L e e 390,952 392,609 393,681 393,301 394,146 389,371 390,640 392,903
I Some ot the data m this table also appea i the Board's 1141 (503) weekly statistical 1. Valued monthly at market exchange ates
Jetease, Yo ordermg addiess, see mside front cover, 4. Includes special mvestment sccount at the Federal Reseive Bank of Chucago m Licasury
2 Includes seeunties lamed  fully guwanteed by (LS Treasury seeurities pledged with bills matwing within winety days.
Federal Reserve Banks and exchudes secunties sold and scheduled o be bought back under S, Includes exclunge translaen account reflectmg the monthly 1evaluation at market

nutched sale puchase Gansactions, exclunge tates ol foreign exchange comutmenits.,
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1,19 FEDERAIL RESERVE BANKS  Maturity Distribution of Loan and Security Holding

Millions of dollars

Wednesday End of month
— _ -
Type of holdmy and matunty 1996 1996

Icb, 28 M. 6 M. 13 Mar. 20 M 27 Jan. 31 Teh 29 Mai, 41

I “Total loans. . L . 77 16 14 20 38 15 35 43

2 Wathin fiftcen (Iuy.sl‘ e . . 74 2 2 18 33 5 32 6
3 Sixteen days to nmety days L 2 4 ? 2 5 3 7

4 Total LLS. Treasury securiti 383,158 377,404 387,952 374,383 385,023 378,208 376519 377,056
5 Withun hitteen (luyx', 444444 L e 20,393 12,275 18,050 16,491 S0 20,294 4962 8,004

6 Sixteen days towinety days . ... Lo . 87,722 94,924 95,348 87,488 87,710 84,103 81722 99,039

7 Nmety-one days to one yeat .. . 117,500 111,025 15,375 115,225 114,828 119,461 124,050 109,875

8 One year to five yeas. . 81,524 89,228 89,228 89,228 89,228 85,961 84,228 89,228

9 Fwve yows o ten yeas L. L e 32,15¢ 32,451 32,151 32,151 32,151 3,460 12,151 2,151

10 Mowe than ten yewss ... oo L e 37,80t 37,801 37,801 37,801 37,801 36,921 37,801 37.801
11 ‘Totid federal agency obligations ... P 3,399 2,589 3,639 2,53y 4,614 2,634 2,634 2,526
12 Wathan Qufteen dnys', . e PN [,180 S0 L 293 2,369 14 415 280
13 Sixteen dayy to ninety days . 5t0 842 849 569 S69 6H6() 510 569
14 Nincty-one days to one year . ... 615 603 583 583 600 617 615 60N
15 One yea to five years B 543 543 543 543 526 664 543 526
16 Five years to ten years e 52/ 527 527 527 527 527 527 327
17 Moe than ten years. ... .. 28 25 25 25 25 28 25 25

1. Holdings under repmchase agieements ae clissttied as matunng within fifteen days m NOTI, Total acceptances data fiave been deleted tron this table because data ate 1o longer

accordance with maximum matwity of the agreements, avaulable.
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1.20  AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE'

Billions of dollars, averages of daily fipuies

ltem

1992 1993 1994
Dec Dec. Dec.

1995 1996
1995
Bec.

Aug Sept, Oct, Nov. Dec. Jan Feb. M

ADRISTLD FOR

Seasonally adjusted

CHANGES IN RESIRVE REQUIREMI NIS®
3

56 36 57.50 57.34 56.84 56,33 56.36
56.11 57.22 57.07 50.59 56.13 56.11
56.11 5722 57.07 5059 56.13 56.H 54.81 55.69
55.00 50 51 56.39 55,76 55.39 85409 54.00 54.59
435.00 | 430&1 | 43169 | 432,74 | 43320 1 43501 | 43505 | 433.62 | 43679

54.85 55.71
54.81 55.69

Not seasonally adjusted

FTotdreseives o ooooe 0 0 0 o - . 54.37 601,52 59.30
2 Nombortowed reseves’ .. L L e 54.24 o) 44 59.10
3 Nonbortowed reserves plus ¢ xh nded credit® N 54 24 60.44 5916
4 Required reseryes L0 L0000 59,46 5820
5 Monetary base” . oo 0 L L L 3688 [ 41872
6 Total 1eserves’ . L 6237 | 6113
7 Nonbonowed 1eserves .. 62,29 6092
R Nonboowed 1eseives phh extended uu\n ....... 6229 6092
9 Requuedaeserves™. . o0 o0 L L o1 31 §9.96

10 Monetary base” . o0 0

NOI ADJUSTED FOR
CHANGES IN RESFRVI. REQUIREMIENTS'®

14 ot reserves!!
12 Nonbortowed reseives

14 Requited eIV
15 Monetary base! .
L Bxcess eserves' . .
17 Bonowmgs tion the Iuludl Reserve

116 (XU}
2 OR

0059 | 42251

Lo oo S50 54 062.80 61.34
............ C 56,42 6278 6l
13 Nonborowed eseives plus Lxluulul credit® e e 5642 62 74 6113

. §5.39 61 K} 6017
..... 36090 | 39762 | 42725

5802 5694 57.30 5656 56 57 5R.02 56.95 53.80 54.95
57,70 S56.60 57.03 56 31 50,37 5776 56.91 5377 5493
576 56.60 57.03 5631 56.37 5776 56.91 5377 5493
56.74 55.96 56135 5548 55.63 560.74 55.47 52,95 5384
430.03 | 43009 | 43164 | 43160 | 43322 | 439.03 | 43599 | 430.24 | 43477

57.90 56.42 57.16 56 40 56.40 57.90 56.93 5375 5480
57.04 56 54 56.88 56.15 56.19 5764 56.90 53.72 54.84
57.64 56.54 560.8% 56,19 57.64 56.00 5372 54.84
56.62 55.81 56.21 55.45 56.62 55.45 5290 5315
444,45 | 43559 | 430.20 A3R.19 | 444,45 | 44194 | 43621 | 440.68
128 99 98 94 .28 1.49 .8S 1.1l
.26 28 28 20 .20 04 04 2

1. Latest monthly and brweekly figares are available from the Board®s L3 (502) weekly
statistical 1elease Histoncal data starting me 1959 and estimates ol the eflect on requiced
eserves of changes neaeserve equoenients e avaitable from the Money and Reserves
Projections Section, Division of Monetaury Allains, Boad of Governors of the Fedetal Reseive
System, Washmgton, DC 20551,

2. Figures refleet adjustments for discontinuities, o “hicaks,” associated with 1egulatory
changes m reserve requitements, (See also table 1,10,)

3. Scasonally adjusted, break-adjusted total reserves equal seasonally adjusted, break-
adjusted required 1eserves (lme 4) plus eacess ieserves (fine 16).

4. Seasonally adjosted, break adjusted nonbotowed 1eserves equal seasonally adjusted,
break-adjusted totai teserves (line 1) Less otal bortowimgs of deposttary institutions from the
Federal Reserve (e 17).

5. Extended credit consists of borrowmg at the discount window wider the terms and
cachtions established lou the extended credit program to Tielp depository msututions deat
with sustamned Liquidity pressures, Because theie s not the same need 1o 1epay such
hortowing promptly as with taditionad shiort-tesm adjustment credit, the money mathet effect
of extended credit s sinlan to that ol nonborrowed rescives,

‘The seasonally adjusted, icak-adjusted monctary base consists of (1) seasonally
adjusted, break-adjusted totad seseives (dine 1), plus (2) the seasonally adjusted cuirency
component of the money stock, plus (3) (fos all quarterldy aepoiters on the " Repoit of
Transaction: Accounts, Other Deposits and Vault Cash™ and for all those weekly epoiters

whose vault cash exceeds thew tequited 1escrvesy the seasonally adyusted, hreak-adjusted
ifterence between cunent vault cash and the amount applied 10 satisfy current 1escive
Lequirements,

7. Break-adjosted total ieserves equal break-adyusted requied eserves (line 9) plus excess
wserves (e 16)

To adjust 1equired reserves tor discontinuities that me due to egutatoy changes
esetve tequientents, i multiplicative procedure s used o estunate: what tequited 1eserves
would have been in past periods had current 1eserve requuements been 1 effect. Breah-
adjusted required seserves melude regured reserves agamst transiactions deposits and nonpet -
sonal tune and savings deposits (but not reservable nondeposit liabilities).

‘The break-udjusted monetay base equals (1) brcak-adjusted total 1eserves (line 6), ptus
(2) the (unadjusted) cwency component of the money stock, plus (3) (for all guarterly
1eportets on the " Report of Transaction Accounts, Other Deposits and Vault Cash™ and for all
those weekly teporters whose vault cash exceeds their tequited reseives) the break-adjusted
difference between cunent vaolt cash and the amount appticd to satisfy cunent 1eserve
eguitements.

10 Reflects actual reserve requuements, ineluding those on nondeposit frabilities, with no
adjustments o chminate the eflects of discantinuitics assoctated with regutatony changes in
eserve teguirements

1. Reserve balunces with Federat Reserve Banks plus vanlt cash used 1o satisfy tescrve
requuemens

“The monetary base, not brcak-adjusted and not seasonally adjusted, consists of (1) 1otal
reserves (Ime L1, plus (2) 1equired cleanmg balances and adjustinents to compensate 1o Hoat
ar Federal Reserve Banks, plus (3) the cunency component of the money stock, plus (4) (to
all quanterly reporters on the “Report of Trinsaction Accounts, Other Deposus and Vaule
Cash™ and for all those weekly reporters whose vault cash exceeds theiniequited reserves) the
difference between cureent vault cash and the amount applicd 1o satisty cutrent teserve
requuements, Since the mtroduction of cotempotdaicous eserve iequitements m ebiay
1984, cunency and vault cash figures have been measuted over the computation periods
ending an Mondays.

13, Unadjosted total reserves (line 1) less unadyusted tequued 1eserves (line 14),
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Billions of dolas, averages ol daily ligwies

MONEY STOCK, LIQUID ASSIETS, AND DEBT MEASURES!

Monetary and Credit Aggregates A3

R et —

R RN

[N
gt

RREN
36
A7

L3
[V
40

41
42

43
44

45
46

ltem

Measines

M1 COMPONents
O llll'\,l\(.)’ e
Travelers cheeks’,
Demand (Imell\i .....

Other chicekable ileU\ll\ L

Nontiarsactin ¢ nm/mm'm\
M2 -
In M3 unly e

Conunercial banks

Savings depusits, um]mlm;Y MMDAS .

Sl e ([L[)\!\ll\m. EREEREE
Lagpe e deposits™ 7

Lhiife pistetuttons

Savings deposits, mieluding MMDAS
Satl e deposits N
Large e deposits

Money ma ket puitual frndy

Retl . B
|I)\IIIlI|IUIl only .

17

Repurchase agreements gnd Fuarodolfars

Repurchase agieciments
Fuodollas'™ 0 oo

[ebr components

Lederal debt .. . . .
Nontedeal debt PR

,
Medasures
| PN

Deby

M1 camponents

Currency .

Fravelers cheeks!

Demand Lkpnsl[\ .........
Other Ciechable depasits?

Nontrausac tion companents

M2

In M3 unly ......

Commerctal hanhs

Savings deposits, ny luding MMDAS
Sl tuoe <lemll\ S e
[arge ume lleUsIl\“)' 1

Thiife msatations

Savings depostts, mehidimg MMDAS

Sma” e th)mm
Farge time deposits

Money market mudual funds

Retatl o0 oL . N

Iostaution-only

Reprrehase agreements qid Fusodolla s

}
1

Repuichase apree
Eutodollas'™ oo

Debr componenty
Federal debt
Nonfederal debt.

1992
Dec.

1,024 4
14387
41878
50758
LL.R&1.7

2eb43
T48.0

7541
5094
286.0

433.0
619
ot

356.0)
199.8

128.1
[N

1,068.0
ERIRN]

OO0
3455 1
4,205.3
5,103.1
11,883.2

205.0

T8
1544
K8 Y

2440901
50,2

1520
5008
2862

RAREL
d009
07.0

3551
2011

12/.2
687

1.069.8
88134

1993
Dee

1,028.0
3,494 1
4,249 6
5.104.5
12,5164

3224

7Y
ELI
440

2,365 4
155.0

7850
470.1
2723

4348
117.6
[SYIN]

3587
197.9

1575
063

(RN
0, 188.1

1.1537
351
4,271 3
5,10.4.2
12,500.%

248
1.6
4018
419.4

2,300.4
757.1

7843
108 2
27201

4334
3161
ors

15K 3
1994

1560.6
67.6

33205
94798

1994
Dec,

1995
Dec.

[ S

11487
31,5004
13097
53037
13,1532

1949

8.5
3824
4029

2,360 /
3103

/519
5054
208,/

3970
1182
648

RLE
1837

180.8
823

34976
905560

7516
5025
JUR.5

96,9
3164
048

388 2
1855

179.6
814

34000
9,640.8

1995

Dec,
_

Seasonally adpusted

1,124 9"
3,600 3
45735
5,084.0¢
14871 3

1732

8.4
RECR
153.0

2535,
913.3

75,0
§/6.2
1424

3995
159 5
750

405.1
27

1773
9L

30410
10,2267

1,124.9'
3,660 3
4,573 5'
5,684.0'
13,8713

§73.2

&Y
LL TR
S50

2,545 4
9133

7750
57/6.7
1424

359.5
359 5
50

4051
2.0

1773
914

3,614.6
10,226.7

Not seasanally adjusted

11507
1,680 0
1,594.0!
58,7186
13,8580

176 1

RS
470
3581

25202
91477

1750
8723
3423

159.9
357.0
/5.0

405.4
2294

175.8
921

3,645 9
10,2121

1,150 7
3,680.0)
4,594.6'
5130

13,8580

1761

85
My

3581

1754
572.3
142 %

159 5
1570
750

465.4
2204

1158
921

306159
10,212.1

11191
3,675.0
4,002.8
5,703.7'
139001

3.6

8.9
3s
EXNE

2,550.0
Y7

/94,2
S/8.4
0.5

BR O
ARV
60

08 O
230.6'

[LAXG
5.5

RESU NS
10,265 5

1,18.00
3,670.8
4,600.9'
5,171
13,894,5!

e

8.5
Wy 0
Y R

25488
930.1"

1895
5701
1378

™69
3856
5.4

06
AR IR

3,644}
10,260.2'

1996

Feb,

Lz
3,690.4'
4649 7'
5,733.7
13,9634

LYADS

8.9
3974
1375

25733
949, 3

8042
570.5
1462

1605
3573
7672

YAy
2434

186 9
962

16504
10,307t

S s bt

£,1034
31,6704
4,620
5,723.0
13,946.7

08

85
1888
349 8

25075
PRI

7990
575.0
3d4.6'

§58.2
3567
5.8

478.0
249 0!

1441
DAR

3,655 5
10,2912

11262

37249

4,680 0
na,
i

¥15.2

8.9
407 1
$35.41

25986
995 2
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NOTES 1O TABLE | 2L

I Fatest montldy and weekly higures are avintable trome the Board's FLO (308) weekly
statstical release Histoneal data startig e (959 are available tron the Maney and Reserves
frrojections Sechion, Division ol Monetary Atk Boad of Goverons ol the Federal Rescive
Systent, Washimgton, DC 20851,

2 Composttion ol the inoney stock measures and debt s as follows

M Ch cunency outside the LS, Treasury, Tederal Reserve Banks, and the vaolis ot
depostory mstaations, () tavelers checks of aonbank issuers, 0 demand deposits at all
cormmererad banks othier thao those owed (o depository mstitutions, the ULS govenunent, and
foretgn banks and eflical mstiagions, less cashotems i the process ol collection and bederal
Reserve float, and (1) otlier eheckable deposits (OCDs) consisting ol iepotichle order ol
wilhidiawdl (NOW) aud automatic franster serviee (ATS) accounts at depository mstitutions,
credit unton share dealt accounts, and denand deposits ar tholt osiiutions Scasonally
adusted AL s computed by summnng cunency, tavelerss checks, demand deposies, and
OCHs, cachi seasonally adpsted separately

M2OMI plus (D) savings deposis nchudmg: MMDASE Q) small denonination: e
deposits (e depostts mchuding setatl RPS meamounts ot less than S100,000), and ¢3)
balances meretal money nrihet mutual fnnds ononey funds withe ommuane mmal jnvest
ments of less tlan %50,0003 Fxcludes mdivadoal retrcient acoounts (IRAsY and Keogh
Dalanees at depository mstituions ad money market funds, Seasonally adjosted M2 1s
caleulated by sunmmimg sav mgs deposits, small denomuation e deposits, and retad money
fund balances, cach seasonalty adjusted sepacately, and adding this resalt o seasonally
adpusted M1,

M3 M2 phis (D) koge denommation time deposits (e agounts of $100,0000 or more)
issued by adt depostory mstitstions, () balances i msttutionad money lunds anoney tands
wiath numanan mnal myesunents of S50,000 or more), (4 RE labilies (ovenngl and term)
issued by all deposttory insttutions, and ¢h Furodolbars tovernght and teim) held by 1S
tesidents at toreren branches of 1S banks worddwade and at adl bat kg ofhees i the Unsited
Koypdon and Canada Bacludes ameunts held by deposiory mstitovons, the US - govern
nient, money ket fands, and foresen banks and ollical mstilutons Seasonally adjusted
M3as calondated by saomung Lage e deposits, mstitutional money tund balances, RP
babwhties, and Forodoltas, cach seasonally adjisted sepatately. amt addiny this el to
seasottilly adjpusted M2

L. M3 plos the nonbank public holdmgs of US savinps bonds, shor term Treasuny
seeunties, comuercial paper, and bankers acceptances, uet of money market twund holdmgs ol

these assets, Seasonally adjusted T s computed by sumnnng ULS, sivimgs bonds, shott-fenn
Preasny secunties, commercnl paper, and bankers acceptances, cach seasonally adjusted
separately, and then adding this result to M3

Debl T he debtaggregate 1s the outstandmg credit market debt ol the domeste nonligmeial
sectors e federal sector (S povernment, not ncluding poverment sporsored enter
prises or tederally aelated mottpage pools) and the nontedesal sectoes (state and - locat
povernments, houscholds and nonproht organizations, nonineneial corporate and nontaem
noncotporate bustesses, ad Tarms), Nontederal debt consists of motlgages, tay exsenpt and
corporate bords, consamer eredi, bank Toans, commetcal paper, and other loans The data,
wlich we dennved from the Federal Reserve Board's flow ol Tunds accounts, wie ieak
adpusted (that s, discontinsities me the data rave been smoothed o the senesy and
month averaged Gt s, the data have been denved by averagmg adjacent month end levels),

3 Curency outside the TS Freasuny, Federal Reserve Baoks, and vaults of depository
ISR

Lo Oatstandhing: amount of U8, dolln denomunated travelets cheehs ol nonbank sssuets
Pravelers chiecks assued by depostitory mstiutions ae mcdaded i densand deposits.

5. Demand deposits at commereral banks and toreign welated instntions other thian thase
owed 10 deposttory mstitittons, the TS, povermnent, aad loreiga banks aid oflital mstitn
tons less cash e pethe process of collecuon and Federal Reserve ot

0. Consists ol NOW sl ATS account balinces atall depository msnitutions, credit gnion
slure diabt account balances, and demand deposits at tad b asitunons

7 Sum ot 1y savings deposats gacluding MMDAS), (2) small b deposits, and (3) el
moncy tund balances

8 Sum ot (11 Loge e deposits, () mstitutional money fusd balances, 3) RI? liabilies
(ovemght and eony ssaed by deposstory ushitietions, and ¢ Furodollns (overmght and
term) of BN, addressees

9 Small vne deposits mefuding retal RPS e thase sssued iy amotts ol dess than
S1000000 AL IRAs anl Keoph accounts at commercial hanks and taift instiluions aie
subteacted eow small e deposits

10 Tange time deposits ae those issued neamounts of $ 100,000 ot more, excluding, those
booked at memationad bankmp tahties

I Tarpe tune deposits at conmmercial banks less those held by money market Tunds,
deposttory nishitutions, the WS povermment, and Toreig banks and oflicial mstutions

12 Tnchucles hoth avernght amd teri




Monetary and Credit Aggregates

AlS

1.22 DEPOSIT INTEREST RATES AND AMOUNTS OUTSTANDING Commercial and BIF-insured saving banks'
1995 1996
e 1993 1994
tem Dec. Dec.
July Aug. Sept. Oct. Now. Dec. Jan. Feb." Mar.
Interest rates tannual effective yicldshl
INSURED COMMERCIAL BANKS
1t Negotiable order of withdrawal aceounts ... ... 1.86 1.96 193 193 1.94 1.93 1.95 1.92 1.92 193 1.87
2 S.l\uw\ deposits™ oL 246 292 33 L 304 RNN RAK] 310 3.0 298 290
Interesi-bearing time deposits with halances of
less than STNOO00, by maturity
3 71091 days AL 447 4.10 412 411 400 403
4 0210 182 days . 4.4 4.77 475 4.74 4.09 447 4.50
5 I3 days to |y S12 518 04 s 5.03 4.80 4.84
6 More than | v 574 hRH) 532 527 S8 4.90 495
7 More than 2% years 6.30 .62 5.60 549 541 S AL
BIE-INSURED SAVINGS BANKS?
8 otiable order of withdrawal accounts 1.57 194 1.97 198 1.98 1.97 1.94 1.91 1.85 .83
deposits’ 263 287 297 2.96 296 207 209 299 195 286
Interest-bearing vime deposits with /mlmu oy of
tess than $100.000,
10 Two9ldays ..o 2.81 380 +4.28 434 +29 445 444 +.29 439
11 9210 182 (Ll) 302 4.89 5.6 508 502 495 4.79 477
12 183 days o | 331 552 547 5.35 5.8 549 493 4.90
13 More than | 3.07 [(X10) 5.602 351 546 532 5. 5.6
14 More than 2%4 vears . 4.62 643 582 574 5.64 547 325 528
Amounts outstanding (millions ol dollars)
INSGRED COMMERCIAL BANKS
15 !\wolmhlc ogder of withdrawal accounts ... .. 305.237 304890 274140 267.044 253.174 258411 259,259 2484064 246,902 224163
16 ¢ gs deposits’ 767,035 737068 | 720,697 72 744839 [ 747,043 | 76743t 3168 | 774748 TYR354 [ R41368
17 l’\ ol Lo 898270 1 S804 [ 570299 | 57 SR4230 ¢ S87.235 ) SYY.TRT | 628372 | 617570 | 634470 | 674638
18 Nonpersonal 168.750 136,030 156,398 160,726 160.600 160.707 167.644 164.790 157177 163 885 166,730
Interest-bearing time deposies with balunces of
fexs than SI00.000, by manoity
19 7 10 91 days 29362 32265 33092 30937 29,804 29940 31083 32807 34275 36,280 30,008
0 ‘)’ w0 IR Ll.i}\ 109,050 DO.630 91,975 90,796 92,220 Y448 97401 96,92 Bo.811 100,011 100,432
21 83 days 10 year . 143380 163.062 189.011 189,338 188859 188,043 187828 186,068 188,640 191.094
22 More than | 72 ye -1 139781 104395 | 202407 203,548 200,993 [ 2011069 | 211388 | 214093 214396 | 213420
23 More than 25 years . 180461 192712 195,623 201,306 2000182 200,201 202357 [ 203227 | 200849 | 202363 202,803
24 IRA and Keogh plan deposits .. ... 144,011 144,007 150426 150,048 149,570 151,004 151.869 152.390 152,984 155,305 155791
BIF-INSURED SAVINGS BANKS?
2 iable order of withdrawal accounts ... .. 11,19t JAR YA} 11.147 10,999 11408 11.317 11,613 12,727 11410 11984 12,106
26 Savings deposi 80.376 T0.082 66,409 66,478 09,752 60,636 70,265 71402 67.540 71.006 70,571
27 Per \olhll 77.203 67.159 63194 63,149 606,403 06,193 00,688 67919 64172 67.679 67275
28 Nunpcrwnul ENIK 2923 3245 332 33 3443 3577 3482 3309 3327 3.296
Interest-hearing time deposits with halances of
Tesy than S100.000, by maturity
29 710 91 day: 2.746 2044 1.769 1.856 1,739 1,903 2018 1.U8K 2226 2.233
392 10 182 days ... 12974 11201 11030 11258 12754 12,581 14018 14253
31183 days 1o ] ar 17469 18,391 21969 24837 5. 27472 s 28,330 27,996
32 More than | vear to 16589 17.787 24876 27.825 28.247 28.966 26.96% 27.819 26,802
33 More than 2V2 years .. 20501 21293 2713 23351 23470 23574 24247 22769 22677 23508
A4 IRA and Keogh plan accounts. ... ... ... L. 19.791 19.008 20,286 20.333 2913 21784 21.738 21940 21229 25137 21.373
L. BIE Bank Insurance Fund. Data in this table also appear in the Board's 11.6 t508) As of October 31, 1994, interest rate data for NOW accounts il sa deposits
Special Supplementary Table momhly statistical refease. For ordering address, see ullul aseries break caused by a change in the survey used o colleet these data.

Troni cover. Estimales are based on data collecied by the |

leral Reserve System lrnm a

stratified random sample of about 425 commercial banks and 75 savings banks on the last day
of each month, Data are not seasonally adjusted and include IRA and Keogh deposits and
Toreign currency-denominated deposits. Data exclude retadl sepurchase agreemems and depos-
its held in ULS. branches and agencies of foreign banks.,

4

L Includes personal amd nnnpursnn.-l money market deposits,

Includes both mutual and federal savings banks.
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.23 BANK DEBITS AND DEPOSIT TURNOVER'

Debits are in billions of dollars; tunover is tatio of debits to deposits; monthly data e at annual rates

1995 1996
Bank group, o type of deposit 9937 19947 1905? 1
Aup, Sept. Oct. Nowv, Dee. Jan,
DS Seasonally adjusted
Demand (I(IIU\I/\
1Al insmed baoks o0 oL - 334,784.1 369,029.1 397,649 3 40)7,389.4 397,844 6 413,927.0 4094460 9 3107,538.3 43,5100
2 Mayor New York ¢ ny banks 0 L oL t71,224 % 191, 1088 201,161+ 200,835.9 2075707 210,336 6 204,484.0 203,977 8 229,379.%
3 Other banks. ... e (63,559 7 177.860.3 196,487 9 200,553 5 190,260 203,590 4 2049769 103,560 8 20,1302
4 Other chieckable x(\pm({\ . AR 34818 3,795.06 4,207 4 +,230.1 4,306.% 4,690.4 4RYLS 4,595.5 4,4959.4
5 Savings deposits (mcluding MMDASY .. . ... 1497 4 3,766 3% 4,507 8 17454 80K 4 33286 5.679.4 57036 5,U96.4
D1 POSIE TURNOVER
Demand deposin’
6 All insmed banks . N 1859 8174 8741 887.9 858.0 0 /.5 905 5 852.1 917.1
7 Maor New Yoik € Ily Imnk\ P - 4,198, 1 34815 4,867.3 4.970.9 S5,018.0 5,269.7 52223 5.069,7 5,368.0
8 Other banks. ... o 4240 435 4 4782 1807 45015 489.2 496.3 4544 4713
4 Other checkable (lL]?ll\ll\ . P 1Y 12.6 154 158.5 o4 8.0 19,1 18.6 20.8
1) Savings deposits (includimg MMI)/\\) e 4.6 4.9 0.1 6.5 6.0 7.1 1.5 7.4 77
Depiis Not seasonadly adjusted
Demand de [!ll\ll\
IEAIbinsued banks . . .0 oL B 134.899,2 109,121 8 4076578 4218753 395,204.2 413,547.6 J98,219.1 41,8027 4293019
12 Major New Yoik O |ly I1|||1u . 171,283 5 191,2260 2001,182.6 230586 2079942 212,500,0 2027415 210,780.0 227.293.7
i Other banks ... . . e (63,6157 1778957 196,475.4 2079167 (87,209.0) 2001,041.7 [95,474.0 201,022.7 202,(008.2
14 Other chechable LIL]N)\II\ . Coee 14817 3,795 6 4,202.6 4,203 3 ERRIR 4,505.4 4,566.6 41,7848 5,384.8
15 Savings deposits (nchiding MMI)/\\) FFIIN 3408 3 3761 4 4,500.8 +,750.1 48401 5,075.1 5,368 7 06,0139 6,208.3
DEPOSIT TURNOVI R
Demand deposity’
L6 AN mswied banks . .. o TR0, BI¥ 2 874.6 9367 856.4 RYS 4 86(LS 8175 895.6
17 Major New York City lmnk\ .............. 4,1979 44903 48731 S350 5,009 % 5,292.2 S.040.0 4.900.9 51097
18 Other banks . e e ERAR 4353 4754 506.7 4454 476.7 1625 4539 4015
19 Other checkable «IL[M\II\ .......... . 1y 126 153 15.6 167 17.7 178 19.0 22.0
20 Savings deposis (neluding MMDAS) . .. ... G o 44 61 0.9 (X0 0.8 7.1 78 8.1
Lo Historical tables contanmg revised data lor catlier penods can be obtained trom the 4. As ot January 1994, otlier cheekable deposits (OCDs), previously defined as automatte
Publicanons Section, Division of Suppott Services, Boad of Governors of he Federadl tansler to demand deposits (A1Ss) and negotiable order of wathduawal (NOW) accoants,
Reserve System, Waslungton, DC 20551, wete eapanded to include telephone and preawthonized tanster aecounts, This change
Data i thiy table also appear m the Bowd's G.6 (4006) monthly statistical elease Fou rededined OCDs for debits data to be consistent with OCDs Lov deposits data.
ardening tddiess, see untde hont cover. 5 Money maket deposit accoutts,

2. Anaual averages of monthly tiguies,
L Represents accounts of mdividuals, partierships, and corporations and ol states and
polincal subdivisions



Commercial Banking Institutions
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126 ASSETS AND LIABILITHES OF COMMERCIAL BANKS!
Bulions of dollus
Monthly averages Wednesday higwes
Account 1995 (995" 1996 1096
Mar. Sept Oct Nov Dee. Jan tieh Mai. M 6 Mar, 13 Mar 20 Ma 27
ALL COMMIRCIAL Sseasonally adjusted
BANKING INSHIUTIONS
Avsely
I Bank credite oo 34925 1,500 3,579.3 LW 3,603.6 3,630,0 3,040 2 RECR I 360214 31,0207 3,632 2 3,640.0
2 Secudities i bank credit . 9410 Y84 ) 986.2 9870 VEY.8 O8R.8 9914 9774 DN 9799 YI76 O824
3 US povernment secunties no TOR.3 7133 714G 7109 1029 7157 705.1 7087 1047 056 L
4 Othet secunies .. . 220.0 758 2929 2024 277.9 200 2i24 2783 2152 20 Jhkl
5 Louns and leases in bank ciedit? 245009 2,593 2604 2 206148 PRI 20540 REVIER 26498 260546 26579
6 Commercial and mdusteat 6149 X 70 115.6 ol 1294 7774 1255 7251 7217 7291
1 Real estate . . 1,029.0 L/20 1,075.8 1,077.8 1.078.8 1ORK.A4 L0911 [{R2 5 [KE AR 1,094 t 1,002,9
8 Revolving home equity 6.1 T84 8.5 TRE 79.1 M9 99 FRN] Y 99 80.0
9 Other ... .0 . 9529 DU Y974 GOR9 9.7 LK 6 L0142 L1206 LOI 6O 1,014 2 10829
10 Consumer. oL L 4643 489.4 4900 31 496.2 5009 5042 S03.2 50249 046 50441
1l Secunty PR . 700 866 869 /0.9 8306 K5.6 85.0 K28 802 RIS 8.4
12 [T 2077 2253 2308 2310 2425 244 240.3 2421 2447 2403
13 tmerbank loans! 1829 1922 (964 1967 194.3 2054 2005 2054 207.3 2009
14 Cash assels® . L e 2108 2149 2162 237 2191 20577 2125 2171 2025 2188
15 Other assets® .. L 28206 225+ 2314 2399 2429 1419 165 2434 2390 2386
16 "Totad assets’ . ... ... 3,962.4 4,141.9 4,166.9 H178.7 4,207.8 4,230.9 4,237.7 4,224.3 4,239.0 4,234.5 4,251.4
Liahidities
171 TN 1 R 2,514 26295 2664 2 Joi2.l 2,089.2 20869 26808 21014 2,095.7 20059 26082 2,049
I8 [ransaction 7940 I T18.6 768.2 7739 7833 b6 T84 T60.6 7624 9.9 1128
19 Noateansaction 1,7554 18484 1.865.0 18739 [,8R5.3 U036 19142 19330 1,9249.1 19335 1,928.3 19321
20 Tatge e ..o 3817 5.0 4228 4213 4214 4222 4261 4284 4208 4213 4285 4286
2 Othet 1,313.7 14329 14028 1AS0.6 14639 L4815 1.48K.1 1,504.5 1,502 4 1,506.2 1,499.8 1,503
22 Bonowmgs oo 652.2 0873 0832 a/4.0 0907 5.4 0912 OR7.1 G675 6849 039 (119
23 From banks m the US 187.6 198 ¢ 1989 1984 198.3 2080 1955 2076 204 4 2122 215.2 2044
24 rom nonbanks mthe ULS d617 489 3 4843 4762 4925 497.5 4957 4795 4687 y 4%8.7 486 8
25 Net due torelated toreign offices, . ... 282 2519 257.6 2038 2029 2700 2064 2613 2000 219 2555 2528
20 Other habalites? . I87.8 2204 229 226.0 2309 204 23271 2249 2257 261 2220 215
27 “Total liabilities . . . .. 36326 3790.1 38079 | 38071 3849.6 38918 38811 38786 | 38579 INTES | 3802 | 3MT0d
28 Residual (assels less babiities)? 3208 L 508 1590 716 878 3553 RELE RN 3664 602 354.3 W10
Not scasonally adjusted
Assety
20 Bank viednt 3IKR 4 35 /0.9 18810 4597 5 36004 36214 10319 56273 L6275 36252 36276
30 Scewrtties i bank credit 940, 98/ 1 9R1Y YRS 9792 0.6 9RE.S VRIS YRS 9 981.0 9814
il US, government secutities 7164 700 LS 7130 7063 0976 Tt 7065 pitoxs THO T2
32 Other seeutties . . 22099 2 2764 2730 2729 2790 214 2171 2761 2700 R[N
R Loans and leases m bank credit? 24021 1A83K 25031 26116 20322 26448 26434 26398 26417 2,640.0 26411
A4 Connmercial and industuial 6116 i at N0 ARM m2 72206 1275 7283 TIR.4 7327 124
35 Reat estate ... . 10239 1O/40 10700 10844 10836 1,085.5 1O8S 3 10874 10884 1,087.4 LORY 1
30 Revolving home equty AR} 189 701 79.4 792 795 4 193 ™2 70.1 A
37 Other BN o 9485 995 | 999.9 10042 L0 1,006.0 10059 LOOY | [RVOSNI 1OOK.2 LOOR.O
38 Constnner . 4604 400 4 400 4919 502.0 5055 S01 4 4997 498 8 5003 95
19 Secunty? oo 760 LR 85.5 8R.2 870 86,7 RB.S 8.0 RE.S 810 824
40 Other 20472 JIRE 2310 221 2418 2445 24006 2R 231 2391 24072
41 Interbank loans! 1808 188.0 1934 199.0 2.2 2128 1961 X 20501 210 1999 207
42 Cash assets® 2040 258 AR 2203 2384 240.5 299 2084 20072 013 2053 2077
4% Other assetsd 2311 206N 2285 2310 2396 2¥ 2423 240.4 2469 245 2360 2369
44 Total assets’ ... ... P 3947.6 4 1dd2 4,16%.5 41917 4241.8 +,255.4 4,233.7 42212 4,224.6 42284 4,2M.5 42013
Lialnlities
45 Depasits . PARYN 20784 26142 2,098 1 2,690.4 200% 7 20118 26871 2,692 20865 2,014 20128
46 Timsaction. . . R T8 189 TR 801 750 7394 75486 7605 750.5 7454 a3
47 Nontransaction 17565 1.848.9 1,865 4 1.876.3 {8812 1,8U8 7 19124 19341 1,031.7 19460 1.928.0 1929.06
48 Lage time 811 446 4213 4243 4203 4192 4261 4209 428.) 429.8 4302 4302
40 Other [¥/34 L4319 14,1 14520 14609 14795 1,485.7 1,50:4.1 1,503.5 1.506.2 1,498 5 14994
S0 Bottowings ... L. 6440 093§ OX8 8 6830 69573 6924 06853 0786 6734 6771 6.2 0789
51 Lrom banks in the U - 1834 T4 3 1940 2000 2018 2150 197.2 2020 M 204 2 1092 2000
52 thom nonbanks in the 1.8, 4613 042 494.8 483 1 4841 4774 488 1 4760 469.0 4729 10 4789
53 Net duce to related foregn olhces 2447 2476 2587 2628 2640 REYA 2781 2620 2617 2084 2556 2705
5S4 Otlier babilities®, .., 189 [ 2206 22270 2281 2321 2L 2341 2254 22944 2287 2219 P24
55 “Total liabilities . . . RXITN] 3,799 38140 38332 RE: TR ] 38943 RE LR 38537 3.856.7 38608 38417 38440
50 Restdual (assets less labihtes)? B s (SRR $59.9 3585 3601 RIGXY 30544 S04 678 30616 3019 3660,/

Footnotes appedr on next page
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1.26 ASSETS AND LIABILITIES OF COMMERCIAL BANKS'—Continued

Billions of dollars

Monthly averages Wednesday figures
Account 1995 1995 1996' 1996
Mar. Sepi. Oct. Nov. Dec. Jan, Feh. Mar. Mar. 6 Mar. 13 Mar. 20 Mar. 27
[)OM"S”C’.\L"‘ CHARTERE Seasonally adjusted
COMMERCIAL BANKS
Assets
57 Bank credi 30274 31499 31768 3.198.0 3.196.2 31874 3.197.3 3.498.7
58  Sccurities in bank credi 856.0 8527 855.1 8530 8408 8453 8438
59 U.S. goverament se 649.2 6470 6.0 6432 6326 634.7 6363
60 Other securities . . . . . 2068 2058 2181 298 2082 2105
61 Luoans and leases in bank credit” . . 24710 22971 2.343.2 23466 23520
62 Commercial and industrial 5023 531.7 541 5400 5305
63 Real estate . ............ Y89.0 10351 10384 1.0054.3 1.059.1 10601
64 Rcvolving home equity . 76.1 8.3 784 799 79.9 799
9130 956.7 9600 9744 979.2 980.2
Consumer. . 464.3 4894 4900 5009 503.2 5029
46.5 517 56 523 504 539
169.0 1816 I85.5 1947 1939 195.6
1584 168.2 167.3 173.6 1818 182.3
184.3 1879 194.2 189.8 1852 189.3
1732 1715 1745 186.1 1905 185.3
34865 3,6099 3.629.2 3,639.1 3.672.1 3.689.2 3.688.4 3.697.6 3,698.7 A2s
Liabhilities
23966 24589 24708 24736 24918 2516. 25317 25366
74 I‘mn\aumn 7839 7721 T69.4 758.3 7634 7559 7604 763.1
75 Nontransaction . 16127 1,686.8 1.701.3 1.715.3 1.7284 1.760.2 17750 1.771.3 1.773.5
76 Large time .. 2410 2550 2610 267.7 2704 2738 27258 2728 2728
77 Other .. l.37l N 14318 14403 1H76 14583 14863 15025 (4988 1.501.0
78 Borrowings .8 569.6 567.3 565.6 5719 5736 5753 3909 ST7R
79  From banks i 1686 178.9 179.2 178.6 1798 176.0 1K7.1 196.2 1840
80 From nonbanks in lhc Us. .. 3702 39%0.7 3881 3870 3979 X 976 3882 3947 337
81 Net due to related forcign oflices . . .. 86.5 922 92.6 89.6 91.0 93.0 9.4 81.2 769 812
82 Other liabilities®. . ............. ... 1383 1418 1435 1482 1554 1536 1558 149.8 149.0 148.0
43 Total liabilities . ................. 31602 32625 32741 32770 33160 33609 33359 3399 3320.4 33373 3385 3336
84 Residual (assets less liabilities). . ... 3264 M74 355.1 2621 356.1 470 3533 3608 3680 360.3 350.2 3089
Not scasonally adjusted
Assets
85 Bank credit 0213 31428 34545 21723 31827 3.186.3 31882 34004 31866 34910 39889 3.189.7
86 Securities in ba 59.5 854.7 8538 855.3 8485 8435 849.1 84608 8456 8495 845.8 8489
87 U.S. government securities 52.5 6448 6159 646.6 640.2 633.0 639.2 6386 6346 638.2 639.6 6422
88 Other securities .. ...... 2074 2A09 207.8 2ART 2083 2105 299 208.2 2010 m2 262 2067
89 Loans and leases in bank cred 2.161.8 2288.1 23007 23170 . 23428 23301 2336 23410 23415 234300 23408
90 Commercial and industrial 505.1 5247 5292 5339 53 5373 5403 S443 5425 5418 5450 5460
91 Real estate ......... 9837 10369 1415 1.(46.2 10474 10504 1051.0 10542 10537 1054.7 1,054.0 10543
92 Revolving home equ 753 789 9.4 793 79.2 795 794 79.1 70.3 79.2 79.1 79.1
93 Other ... 9084 95840 962.5 96740 968.2 9709 971.6 9752 9744 9755 9749 9752
94 (,onsum( T 4060.4 0.7 490.6 4939 502.0 5055 5014 5000 4997 JU8.8 500.3 499.5
95 46.6 516 519 5354 569 539 533 516 527 5.5 50.8 478
96 1659 184.3 187.6 1875 1946 1957 1930 1935 1925 191.7 1929 193.2
97 Interbank lu‘m\J . 157.1 163.) 164.8 1732 1846 1898 177.3 183.2 188.3 1827 180.3 17722
98 C.\sh . 1779 1879 194.8 i90.7 285 2m8 191.7 1815 1796 1840 1782 1805
99 1725 1724 175.2 176.3 1838 1836 1850 186.0 190.2 1834 1840 1846
100 Total assets” .................... 34722 36002 36327 36558 3,703.0 37130 3.685.6 36845 3,688.0 36843 36748 36755
HY 23844 24724 2.488.5 25290 25073 25194 25267 25172 25063 25025
102 ma3 769.5 778 7842 7488 743, 9 9 7408 7360 7333
103 N(mlr.msdumn . 1.613.1 17029 17168 L744.7 1.758.6 17757 1.776.5 1.770.2 1.769.2
104 Large time | 2413 2608 2074 2.3 275.2 2734 2728 2727 2718
105 Other .. 1,371.8 14422 1493 14754 15023 1.503.7 14975 14974
106 Borrowings . 5318 5749 5767 5819 558.3 5678 5770 5720
107 From ban 1644 1756 181 1935 1816 1838 I80.5 1808
108 . 3674 33 3956 A 3884 376.7 3840 3965 3911
109 Net due 1o refated foreign oftices . 89.7 920 884 89.3 92y 87.7 858 798 9.3
110 Other liabilivies®. ................. 139.8 1439 149.9 1534 1543 1535 1519 1499 150.2
111 Total liabilities . ................. 3,145.6 3.283.2 33034 33491 335840 33262 33228 33130 33149
112 Residual (assets less liabilities)” . . . .. 3265 3495 3524 3539 3550 3618 3615 3618 360.7
I. Covers the following types of institutions in the fifty states and the District of 4. Consists of federal funds sold to. reverse repurchase agreements with, and loans to

Columbia: domesticatly chariered commercial banks that submit a weekly report of condition
(large domestic): other domestically chartered commercial banks (small domestic): branches
and agencies of foreign banks: New York State investment companies. and Edge Act and
agreement corporations (forcign-related institutions). Excludes international banking facili-
ties, Data are Wednesday values. oF pro rata averages of Wednesday vatues, Large domestic
banks constitute a universe; data for smatl domestic banks and foreign-related institutions are
estimates based on weekly ampl«.s and on quarter-end condition reports. Data are adjusted
for breaks caused by reclassifications of assets and liabilities.

2. Excludes federal funds sold 1o, reverse repurchase agreements with, and loans 10
cnmmcrcial banks in the United States.

3. Consists of reserve repurchase agreements with broker—dealers and loans (o purchase
and carry securities.

commercial banks in the United Siates.

5. Includes vault cash. cash items in process of collection, demand balances due from
depository institutions in the United States, balances due from Federal Reserve Banks. and
other cash assets.

6. Excludes the due-from position with related foreign offices, which is included in lines
25.53. 81, and 109.

7. Excludes unearned income. reserves for losses on foans and leases. and reserves for
transter risk. Loans are reported gross of these items.

K. Excludes the due-to position with related foreign offices. which is included in lines 25.
53. 81, and 109,

9. This balancing item is not intended as a measure of equity capitat for use in capital
adequacy analysis.
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1.27 ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS
Millions of dollars, Wednesday figures
1996
Account
Jan. 31° e, 7 Feb. 14 Feb. 2t Feh. 28 Mar. 6 Mar. 13 Mar. 20 Mar. 27
ASSITS
1 Cash and balances due from depository institutions . ........ 124,589 114,156 114,434 135,342 117.389" 108,667 113,510 109.275 110,535
2 U.S. Treasury and government secul 285.359 288919 289779 291,741 290,002 286.686 285.376 284.298 285.106
3 Trading 21.443 22743 24,3427 26,874 25,054 25.868 27.040 26,792 26,624
4 Investmer 263916 266.176 265.438" 264,866 264.948" 200818 258.336 257.506 258482
5 111,660 A8 111,805 12167 111,935 111475 HOA458 110,073 112,357
6 38.582 39,396 39,708 38.961" 38.030° 37.007 36418 36436 35.878
7 One year through five y 65.061 65,518 65313 63.467" 64.541° 02,630 61.496 61.495 61.452
8 More than five years .. 48,613 49.778" 15 50,322° 50,442" 49.706 49,964 49.502 48,796
9 Other securities . ....... 124963 126,331 51 123731 122.220¢ 124994 124936 119.876 120,071
10 Trading account . .. 1.544 1472 512 1,496 1493 1477 1,469 1,539 1,667
11 lavestment account 65.269 65.097" 64.766" 64.055 63,702 04334 64.907 64,121 63.839
12 State and local government, by maturity 18.998 18.920 18.894 18.847 18,885 18952 18,968 18,899 18,905
13 One yearorless ... . 4424 4344 4341 4309 4.291 4246 4,234 4.205 4,193
t4 More than one year ... e 14,573 14.577 14,553 14.537 14,594 14.706 14,737 14,693 14712
15 Other bonds, corporate stocks, and securities . 46.271 46,176 45872 45.209' 4817 45.882 45939 45,222 44934
16 Other trading account assets . ... 58.149 59.762" 59073 58.179" 57025 58.683 58,560 54.216 54564
17 Federal funds sold® . ........ oo i 110588 99,437 19,726 104.420 107153 105 488 108,379 106,118 102,037
18 To commercial banks in the United States . 74149 62,420 69.746 67.806 70,082 70,120 71,352 72,224 70,932
19 To nonbagk brokers and dealers in securities .. 29.894 28.656 NI 29.42) 29,951 29.310 31365 28,658 26.064
20 Toothers® ... 6,546 8.361 7.862 7.192 5 6.058 5.661 5,236 5,040
21 Other founs and leases. gross . 1.284.585 | 1.279.295" | 1.282.062" | 1.282.608" | 1.282.712" | 1.284.58% | 1.284.577 | 1,286.121 | 1,286.328
22 Commercial and industrial . .. .. 352,606 351,257 350641 351.892° 352922 353,981 353,280 355,450 356.291
21 Bankers acceptances and comme 1318 1,409 450 1495 1.465 1,596 1,579 1,627 1.601
24 e 351.288 349.842° 091" 350,397 351457 352385 351,700 353,823 354,690
25 348518 347.060" 74157 347.625" 348.641" 349,588 248,901 351,065 351955
26 2,770 2.782 2,776 2972 2816 2797 2800 2758 2735
27 Real estate loans . ... .. .. 506,283 507,327 507.318 504417 505.117 S08.083 508.792 507,282 506.562
28 Revolving. home equity 47.997 47,882 47922 47,781 47985 47972 47.920 47,825 47.765
29 Allother ... ... 458.286 459 445 459,396 456,635 457132 J60.7114 460,872 459,457 458,796
3 To individuals for personal expenditures 251,145 250.140° 250.093' 250.200" 247.863" 247903 246,948 247,608 247.337
3 To depository and financial institutions 68.578 68,122 67899 68.931" 68.520° 09.075 70,405 70.823 71316
3 Commercial banks in the United Stat 39.324° 38,6717 38,5447 39467 39,630 39.045 40,523 39,792 39.904
kX) Banks in foreign countries . 3.150 3.259° 3204 3.648' 2783 2.649 3.001 3.082 3211
RE3 Nonbank depository and other finas S 26,104° 26,1927 26.151 25816 26,107 26,781 26.881 27.949 28,202
35 For purchasing and carrying securities . ..., ... 17.490 14857 17063 17.445 19.657 16.744 17.006 16.207 15923
36 To finance agricultural production .. 6.522 6,485 6,460 6408 6,532 6.564 6.521 6.504 6.554
37 o staes and political subdivisions . 10.576 10513 10,547 10,458 10,553 10,610 10.572 10,522 10,589
38 To forcign governments and oft 1.159 1.157 1.146' 1.286" 1115 1.120 1102 1082
3 Alotherloans ..o 27538 26,597 2832 26,754 25940 25538 26.064 26,083
Lease-tinancing receivables . 42,691 42,847 43.382 43,509 43975 44,396 44,559 44,592
1.734 1720 1.770 1,778 1764 1,803 1,793 1,791
33276 33400 33471 33348 3327 33.537 33.517 33.447 33182
1249575 | 1244074 | 12468217 [ 12474917 | 1.247,658" | 1.249.287 | 1,249,257 | 1.250.881 | 1.251.356
142,304 139.531° 41943 140.643° 142.255" 147,131 142,484 144909 143,543
45 Totalassets. ... 2,037.377 | 2012548 | 2028054 | 2,043,366 | 2,026,677 [ 2,022,253 | 2023941 | 2,015,357 | 2.012.648

Footnotes appear on the following page.



A20  Domestic Financial Statistics [ 1 June 1996

1.27

Millions of dollais, Wednesday fipes

ASSETTS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS— Continued

Acconnt

Tan, $t' leh, 7

[RVHERERTIN

16 eposits D1EA9G 1,203,600

17 Dermand deposits 316,332 209712
IR Individuals, partenships, iand LI|I|IUI(IIIU||\ 200030 253,040
10 Other holders o S0,290 406,003
) States and [mlluul sabdiyisions 10,171 RA75
S LS govermuent 2401 t.uan
N Depositorny msutations n the Uhnted States 21,488 19,743
53 Banks mloregn counties 5,005 4,929
51 Eorcign povernments and othaal ssttutions L 109 R}
55 Certilied and oflicers’ cheeks DRV 10,993
S0 Fransaction halances other than de nmnd «I\ ]J()\l[\ 88,831 RO072
S/ Nontansaction balances 806,433 SI7817
58 huhvaduals, parimenships, and unpm.nlu\lh 782,500 TU3028!
5 Othier holders L o 24,03 24088
ot States and pohtical \uhdln\um\ 20947 21002
@l LS, poveroent oo 0 L L L 829 862
(i Depositony mstitutions in the Uit States 1.80% 1.h35!
03 Forergn povernmments, allical mstations, wied banks RUH 200!
61 Fubhihites for borowed mowey™ L 109,500 396,891

Gy Bouowmps trom Federal Reserve Banks . 1} Qa

a0 Freastiny tax and loan notes 21,400 3501
0/ Other habdiies tor lonowed mnnn) 388,103 303,330
an Other habahtses Gncluding subordmated notes and AIAlxnnm .) 220010 218,939
09 “Total {iabilities 1.841,H14 LE16,430
70 Restdual (otal assets less total Tabiliies)’ 196,263 196,118
M1 MO
4 Total loans and Teases, pross, adjusted, plos secutities® 1,692,022 [ROREOIN
77 Pune deposits i amaounts of 5100000 o1 more 118,288 120284
73 Loans sold outighit to aililiates” 1,015 1,208
b Comercral and mdusinal P REAY R
At Othes " O:HY DAR}
0 Foreign bhianch tl\(lll x\luuk nl 10 t S e \l«h(ll\ ! 27814 270,584
77 Netowed 1oaelated mstantions alwoad 83845 82,617

{996

Feb, 144 Ieb 2t beb 28 Mat 0 Mar, t3 M, 20 M. 2/
1,208,803 1,212,020 1,194,203 1214607 1,209,808 1,202,987 1,198,102
304,213 314,07 2UR, 488 301,580 2097915 290,219 294,119
257,465 261,837 255,041" 258,736 257,055 250,947 250,720
40, 748’ RREE 4344 42,844 0,859 44,2913 43,420
8,209' Y147 8,330' 7895 14713 8041 8212
1,949 1404 1,700 2,160 1,6uE 1,959 [N
20,010 25,127 19,8601 20,260 19,412 20,459 20,140
5,300 5,410 B4 1,908 5019 5,750 5:168
au3 o0 553 O8O 678 (2] 004
10,567 111,005 ALY 0,851 6,580 0,788 7,301
84,800 806,080 B5.171 86,023 84,422 RS,05.4 84,557
819,698 RI1,617 R10,634 827,004 827,771 821,694 810,308
7001 780,998 TR6.031" 801,769 802,870 790,780 7944120
24118 2HO1R 24,603 25,235 24,895 24914 24,880
21,631 21,590 21,600 22075 22,034 22,103 21080
Rut 730 739 785 181 i 128
1,960 2000 Lo 1,889 1,776 1,752 1,879
REDY 28y RS 2RO 305 32 292
400,215 410,656 +10,004 194,734 401051 410,508 402,067
0 0 0 0 0 0 0

524 3.205 21,22 / 463 (5829 11,733
400,981 N3, 300 188,774 04127 403,588 194,743 190,934
215808 223960 225,073 215,840 212,300 204,359 214807
1,830,886 1L840,641 1,829,970' 1,825,181 1,826,167 1317914 1815476
197,168 196,724 196,707 197072 197,114 197,443 197,172
1.0YR,628 1,695,227 16Y2, 475 1,691,990 LoV E,392 1,684,308 1,682,700
L0,118' [FERIISS 118,222 118,768 117,990 117,728 116,262
1,196 1,187 1177 1168 1151 L,E36 L1125
275 275 275 R 270 270 269
921 912 PN 892 880 866 850
27,767 27,990 21,714 27,546 27,454 27,162 20,9506
T8I 92008 92,6605 82191 80,550 71,099 85,122

I Includes cottilicates ol participation, isued (¢ gumanteed by agencies ot the US,
yravennent, m pools ol reskdential modgapes

2 Includes seawties purchased ander aprecients (o resell

3 Ineludes allocated transter visk reserve,

Fodncludes negotable oder ot witlideas al (NOWs ) and autormatic ganster seovice (ATS)
accounts, and telephone and preauthonzed translers of savings deposits
S Inchudes hortowmgs auly from other than diectly related imstitubions,

O Ineludes federal funds puchased and seauninies sold under agreements tosepuichase,

70 This balanemg ater s not mtended as o measure ob equdy capital tor ase e capttal
adequacy anadysis

8. Bxcludes Joans 1o and dederal tunds transacuons with commercial bantks i the
hnted Stavtes.

Atihates mclude o bank’s own toreign branches, nonconseldated nonbank alliliates ol
the bank, the bank’s holdmg company (it not a bank), ad nonconsohdated noubank
sitbsidiaries of the holding company

10, Credat extended by foreign branches ot domestically chattered weekly 1eporting bauks
to nonbank [FS aesidents Consists mainly ol comeraal and mdusinal loans, but meludes
an unthnown amount ol aredit extended 1o other than nonfinanciat busimesses,
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1.28  LARGE WEEKLY REPORTING US, BRANCHES AND AGENCIES OFF FOREIGN BANKS
Assets and Liabilitics

Millions of dolars, Wednesday hgwes

1996

e Y B - 01 1 =
7 Feb, 14 leh 21 Tieh. 28 M, O Ma 13 Miu. 20 M. 27

Account - T

ASSELES

I Cash and balances due how deposttory
nstitutsons . L L L - [ 18,630 17,40 18,058 16,949 16,736 16,242 16,094 16,500 10,611

2 US, asmy and wvumm ul ‘I)'LHL)’
seeuritics L. 4254 46,388 406,201 40,714 49,419 47,009 46,911 46,967 45,429
3 Other securities . 8,13 45,564 45,777 44,251 A4, 708 44,009 43,329 42,717 41,555
4 Fedenal funds soly! 21917 28,750 31485 25,529 31,387 274075 29,082 28,109 30,121
5 lo u)mlmm.nl Imnks m the llmlul States. ... L 1,60 6,251 6,845 4414 7,903 5,202 1,274 5,048 7812
6 Toothery’ . o . Caee 200814 22,4949 24,640 20,114 23,425 21,873 22,409 22221 22,308
7 (hlier {oans and leises, pross - (81,613 181,988 (84,179 184,080 185,298 (80,675 181,937 184,360 [8.4,509
& Commerenal and mdustoal . {18,802 120,234 120,731 120,733 120,912 119,678 120,149 121,260 120,681
9 Bankers acceptances and conmercial I"‘I‘“ . 5,014 5,141 5,080 5003 5,200' 5,159 5,048 5,149 5,184
1 /\ll other, Co L1008 [15,093 t15,051' 115,570/ 115,622 114,523 115,100 116,112 H15493
1l s Adkhu\us . HY1L705 9,182 109,030 109,648' 109,699 {OB,519 109,007 109,988 09,311
12 Non-US addressees . PP . 5,904 5,961 6,021 5,021 5923 60,004 06,093 6,123 6,182
13 Lens seeured by real estate.. oL N 21105 21,320 21,280 21,285 21,000 20,831 20817 20,687 20,374

T4 Toans o depository ad financial

msttutions ... R 30,063 28,888 20,382 19,575 29,673 28,370 28,907 29,314 10,067
[} Commercial banks o the Hnm «l \mu Seaaa 24 2,34 2,191 2,381 2413 2510 328 1,144 3,273
16 Banks m foreign countiies ..o, P 2810 2907 2,181 2,703 3,050 2,881 2,845 2,071 2,758
17 Nonbank hmancial institutions s . 2LR00 23,040 23,509 24491 24,210 22,984 22,830 24,500 2409
18 For puchasing and canyig sceuwdies, ..o 1,888 4,801 5,768 5,880 7014 5113 5,389 5,503 5,782

19 To foreign govermuents and oflicial
mstitations ... L SR7 041 135 601 o6l 18 593 66Y 594
200 Albother, . o000 - 42170 4, 150" 4,40 4,144 4,166 4,118 4,202 4,004 4214
21 Other assets ((,]dllil\ o1 ll(!lll\.LIIA(I |).uln \) ...... 9,161 J0,808' 40,477 40,227 40,848' 40,115 41,240 36,505 36,785
22 “lotal assets’ e . 87,038 388, 151" 392,427 85,692 396,549 REIXO N 387,969 384,985 IB4,098

LIABO LIS

23 Deposits ot credit balances owed o other

tHian ducetly related mstitutons . PN 100,709 101,205 100,901 99,493 104,192 103,864 105,992 105,989
24 Demand (anmls' e dA8 1,280 4,910 4,247 3,887 3778 3 840 3,954
25 Individuals, Ihulm‘xslupx and uupnmlmm . G 1,289 3.335 3,268 3,106 3,183 3,105 2,921 3,124
26 Other ..., e B 1067 991 1,576 980 721 505 701 702 83
27 Noulransaction .\umlul\ ........... N 96,226 96,985 93,991 95,246 100,306 100,080 102,047 01419 {02,015
P2 Individuals, patnerstups, and un|mml|un\ e 04,759 66,191 64,607 05,020 08,847 69,719 72078 7HL6113 71,374
29 Other .., N 30,4060 30,794 31,294 40,226 31,458 30,360 0,018 29,807 30,001
30 Bouowings tmm nlhu llmn (hlul y
related institations L - 7168y TL162 74,791 TLYR 75816 774011 72047 75,505 T00/5
31 Federad tunds puichased” . . 47,593 44,921 45,700 43,012 45,012 49,350 45,230 47,141 43,9:1
42 From commercial banks m Ilu United \luh 5 11,188 7.831 9,046 1,648 10,198 11,755 10,305 8,850 8,710
RE} From others o0 oo B . 30,363 37,090 16,654 35,163 814 37,595 34,941 16,201 35,211
34 Other liabifities for hmmwul money . RANRR] 28,240 28,001 28071 10,803 27,761 275101 8,424 26,133
35 To commerctal banks m the United . 4013 ENEE] RRYD] 3,864 4,304 4,282 RIAY] 4,244 4,381
W Teothers oL BT 20,119 24,122 23,612 25,107 26,500 24,482 24,562 24,181 21,753
I Other Liabihes 10 mnmluh rI 1nnln S (AN 64,812 64,753 62,228 61,960 62,461 63,004 59,105 58,817
8 Total linbilities® .. . . e 87,035 a88,151° a2 27 385,692' 390,549 so,01t 387,969 384,985 384,098
MEMO

39 Total loans (gross) and securitios, ;|<I|uslcd/ N 200,100 204,097 298,0058' 293,794} 300,334 291,237 291,454 292,121 290,617
40 Net owed o elated mstitutions abroad . 120,944 121,601 127,731 124,001 123,326 111,868 117,991 1,507 120,219

1. Ineludes seeurities purehased mder agreenents 1o reselt, S. Inchudes secutities sofd wder agreements to repaechase,

2. Includes tiansactions with nonbaith brokets and dealers in seemies, 6. bor US. branches and agencies of loweign banks having a net “due o™ position,

3 Lor US ianchies and agencies ol loreign binks having @ net “due from™ pusition, ncludes net owed toselated institutions abroad
ncludes net due om related mstitutions abroad. 7. Lixehudes loans w and tederal Tunds transactons witde commercial banks ue the Onted

4. Includes other tansaction deposits States
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING
Millions ol dolius, end ol period
Year ending December (995 1996
ltea —— — - - - -
1991 1992 1993 1994 1995 Sept. Oct, Nov Dec. Jan, Ieb.
Commereral paper Geasonally adjusted untess noted otherwise)
L Albissuers . 0 Lo 528,832 545,019 555075 595,382 674,903 670,642 673,241 669,656 674,904 685,795 687,668
Fnsancial uunp.mlcx'
2 Duealer placed paper ’,‘mml 212,999 226456 218,947 223038 275,815 209,630 271,299 276,223 275815 288,367 203 313
3 Dueetly placed paper S total o0 oo 182,463 171,605 IR0, 380 207,701 210,828 215,179 215,982 213,574 210,828 208,164 208,040
4 Nonfmancaal ulu\punw\’A 133,370 147,558 155,739 [O4,6:43 158,260 185,827 185,960 1/9.859 188,260 18,2064 156,309
Bankers dollar acceptances (ot seasonally adjusted)”
5 Total. 43,770 38,194 32,348 29,815 3 4 A [ [ [ 3
By holder
& Acceptitig batihs o/ 10,555 12421 11783
7 Own hulls e 9,347 0,097 10,707 10,462
8 Balis bought from other banks L.670 1458 L1 1,321
Federal Rescrve Banks”
9 Foreiga conespodents 1,739 1.276 728 410 1na na it i na, i I
10 Others e 31,014 20,161 1v.202 17,642
By basiy
11 hpotts mto Umited States (2,813 12,209 10,217 10,062
12 Faports bom United States 10,351 8,000 7,293 06,155 J
13 Alfother, oo 20,577 17.890 (1838 13417 .

1. Institutions engaged promandy nr commiererad,
pensortal, and mondgage hnancing; factonng, finance leasing, and otlier husisess dending,
nsurance unders nnng; and other myvestment activities,

20 Includes afl tinancral-company paper sold by deaders in the open markel,

savings, wikl mortgage banking; sales,

bAS epatted by financial campranies that place thew paper duectly witomvestas
b Ineludes pubhic utilites aned s cogaged promanly insuch adivibies as commmnca-
hons, construction, nintlachimg, minmg, wholesate and retal tade, vansportation, and

S, Data on bankers dollar acceptances we gathered trom approximately 100 imsidutions
The weporhmg gioup s aevised every Januwy  Beginmng January 1995, data for Bankers
dollar acceptances will be reported annually m Septenber,

6 1 1977 e Tederal Reserve discontinued operations i hainbers dollar aceeptances fon

s own account,

SELVICES
.33 PRIMLE RATE CHARGED BY BANKS  Short-Term Business Loans'
Percent per yeat
Date of change Rare Penod Average Penod Average
lale rate
1993 Jan | 0.00 1993 ... .. 6,00 1994 - Jan. .. 6.00
1994 Lo . . 715 beb. 6,00
1994 M 24 625 [0 S Ry May. . . 6.006
Apr 19 6,75 Apr. . 6445
May 177 7.25 1993 Jan. 6.00 May 099
Aug. [0 s I 6,00 June . 7.25
Nov 15 8.50 M. 600 July .. 7.25
Apt, . 6400 Aug . 751
1945 Feb | 900 May . 600 Sept. 175
July 7 878 June . 6.00 Ocl 178
e 20 8.50 July 6400 Now. . 815
Aug 0.00 Ixee 8.50
1996 - Feb | e e 8.25 Sept 6.00
Ot 0.00
Nov. 600
Do, 6.04)

1995

1996

Peaiod

Jan
Feb. .
Mas, ..
Apro.
May .
June .
July .
Ang.
Sept. .
Oct

Nov ...

Dec .

Fan
teb
M
Apr

Average
1ale

850
9.00
9.00
9 (K)
900
9.0
880
879

L. The prime rate 15 one of several base rates that banks wse o price short-ierm business
loans. ‘The table shows the date on which a new sate came to be the predomimant one quened
by @ magority of the fwenty five lagest banks by asset size, based on the nwost recent Call

Report, Datac o this table also appear i the Board’s 1015 (519} weekly and G113 (HS)
monthly statistical teleases For ondeting addiess, see inside tront coven
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1.35 INTEREST RATES  Money and Capital Makets
Pereent pet yeat; {igaies are averages of business day data unless otherwise noted
194945 149906 {996, weeh cnding
ltem 1994 199.4 19vs - - - 1 — - =T = - ro T — —
Dec, lan lieh Mt M M 8 Mar 15 ] Ma, 22 | Mg 9
MONEY MARKIS L INSTRUMINTES
| Federal nds" ™ i . . 102 [N 583 5.00 556 500 53l 5.4 NS 524 536 500
2 Discount window borrow g b 300 360 5.1 5 524 5.00 500 S00 A00 500 500 500
Commercial paper > °
3 1 month PP U7 143 .93 S84 .50 520 5 30 330 IRl 547 51 AR
-+ {-month P 3o 160 303 S.04 S H) 518 5.31 5.47 5.2 5 5 30 537
5 G-month 330 193 5.93 S 3 SN 199 520 505 s S8 a3 RN
Finance paper divecth placed’ o
O l-month L 30 (R .81 5 hY Sobb 5.20 5.29 520 5.0 5.32 530
7 S month o 1S3 R 5. 17 5.25 500 51X S0 521 5.4 N0
8 O-month . 3 1S 4.50 308 5200 S0l A7 5.04 183 S.08 S 0v S0
Bunkers acceptances ™
9 3 month . 3 156 58RI AR 531 5.07 52 504 Sl 523 5,20 5.20
10 6 month 32 483 580 5.34 14 491 s 19y 5.01 520 523 AN
Cettificates of depost, secondury marker*?
il Pwonth L. . . 3l 4R G987 578 ARy 823 531 hIRA} 52 5.30 S.3t 536
12 Sawonth . . Lty 403 592 502 5139 518 509 Sl 19 5.4 53 53
I3 Gwmonth ... .. . 3R 06 598 S .28 503 530 S0 318 KRR 5.30 AT
1 Taworollar deposits. 3 month 1 [ 463 593 S 540 s.14 508 511 518 5.4 .3 544
8 eastey bills
Sccondary marhet ™
15 3wmonth .., . .00 4.25 Y40 S.14 5.00 483 490 18! .89 4,97 5.00 .00
16 6month ... . 32 Lod 350 S 492 vl 496 1.8 bR/ 199 5.03 S.00
17 byew ... 1.0 541 560 503 182 469 500 R h.8Y 508 S. 15 AN R
Aucnon average
& 3 month 02 4,29 391 51n 5.02 187 490 180 LRY 4.98 5.02 Rl
19 O month . L. N 3ol 1,06 559 505 497 479 496 1RO 4.80 .00 506 19
Q0 dyem oL P 333 S 2 S aY 5.06 189 o4 408 na U8 1w, ni na
US, TREASURY NOTES AND BONDS
Comstent matinest’
’1 313 542 504 5.3 5.09 04 534 S04 AR S 54 AN
22 105 5094 015 5.3 S 503 S 66 5,82 S0 S0 S /9 AL
23 (! 627 [(RA] 5.39 5.20 314 S /9 St 3.5? 590 591 5,89
k) 5.4 0.0 ({1 551 5.36 548 S97 RO ST 6.00 608 00K
25 5,54 6l 6 S0 5.03 954 S 64 619 301 S.890 630 630 [
K .87 FKi 6.5/ 571 .05 581 0.7 .00 6.08 637 O30 0.4
2/ . . . 6.7 749 6495 612 [N} 630 O 0.55 6.57 082 6 R G 81
R 30-yew Coee e . [{RD) YRy O.88 0.06 005 6.2 0.00 (XI5 047 60K 06.67 0.05
Composie
29 More than 10 yeas (long (evm) . . 615 T4 093 a1l 607 628 6./2 [{RE] 659 6 6 /9 078
SEATL AND LOCAL NOLES AND BONDS
Moodv's veries'?
300 Aaa e e e 938 8,77 3.80 30 S27 5.24 5.3% S 30 504 524 538 5.4
3 Baa e B . 583 017 010 S 00 5.59 559 572 501 357 5.5 501 506
32 Bond Buver senes S 00 018 395 545 ks Sebd 579 5487 5549 s8I 5.80 500
CORPORAT BONDS
33 Seasoned s, all mdusties!” 54 20 /83 711 7 127 765 YRR 75 1.2 111 Tou
Ratug group
A L . . PRI 122 197 /59 682 6.80 6,99 735 7.20 1.21 J4b2 Tt /7
35 Aa e e L . 740 K15 712 [ 699 710 7.52 73 1 159 708 1.57
30 A L Lol A 758 8.8 /.83 713 7.2 7.31 7.08 752 755 1.15 114 7002
37 Baa e . 793 K03 8,20 74 747 7.63 R.0% 7 86 790 810 8.10 8.0
W Asated, recently ollered utlity Lol 70 829 7 86 IaD) 7.00 VRS IS 718 780 T RY 776 NN
MmO
Dividend price ratio"
39 Common stocks oL . . TR RS 256 230 231 R, 2n ' Ed| 2.5 201 2

I The daily eftectve federal Tunds tate s a werghted aserage of rates on tdes though
New Yok rokets,
2. Weekly bpures aie averages of seven calendie days ending on Wednesday ot the
cuntent week: monthly figares mclude cach caleiddan day mthe month
1 Aunualized using a 360 day year lon bank mterest
b Rate tor the Federal Reserve Bank of New Yok,
S Quoted onadiscount Tusiy
6. An averape of oltenng tates vt commereral paper placed by several Teading dealers for
s whose bond tating s AA ot the equvalent
7o Anaverage o offermg rates on paper direetly placed by fulnce companges
K Representanve clostig yields for aceeptanees ol the highest ated money center banks.
9 Ao average ol dealer oftermg tates on natiotially aded cenificates of deposit
10 hd rtes tor Butodollar deposas ot approxaately 1100w Fondon time Dista e
far idieatton purposes only.
11 Auction dade for daly data: weekly and monthly aserages computed o an tssue date
hasis

12, Yields onactively traded issues adjusted 1o constant matunbies, Scaee U'S Prepait
ment of the lieasuy,

13, General obhgation bowds based on Thursday figuies; Moody's Tuvestors Service

14 State amd local povermment peaeral oblipatton bonds matarmg m twenty years aie used
un compiling this mdex, ‘The twenty boud mdex has o rating roughly equivalent (o Maodys’
Al ratng Based on "Hiwsday hgores,

15, Daily hgwes om Moody™s Investors Service, Based on yields to matanty on seleeted
loug tenm bonds

16 Compslation of the Tedenal Reserve s series s estiniate ol the yield on recently
ollered, A-rated uthty bonds with a thudy year matunity and lrve years ol call protechon
Weekly data e based on Friday quotations

L/, Standand & Poor’s corporate senes, Connnon stock ratto s based on the 00 stocks i
e price pides

Noti Stne ol the data s table also appear i e Bowd™s 1L (19 weekly aid
G TS nouthly statisticad releases Por ordenmg addiess, see mside hout cover
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.36 STOCK MARKET  Selected Statistics
1995 1996
Incheaton 10913 1994 1945 - - - v 71 -
Juty Aug, Sept Oct I Nov, L Dec, Jan, J teh. L M,
il R _ L - - . t 41 1.
Prces ad tading volume (averages ol daily tipures)
Commaon stoch prices (imdeves)
I New Yark Stock Ixchange
(Dec 31, 1905 50) 24974 I54 16 M8 208,18 300 05 3041 178 37.58 32790 329.02 346,40 346.73
2 Industiial 300t IR 10740 379 13 37979 042 8O 63 308,60 S0 41305 135,92 430,55
4 “hansportation 24208 2471 27014 279.15 28501 29554 29110 300.06 30353 300.43 31529 32417
G4 Uulty. oo oo L1485y 10496 1ol 109.59 111,06 1-bo? 17159 11949 17395 12709 135.51 122 K3
5 Finance 216.55 20078 REE RS 240049 245 27 26072 265012 260,12 273 36 274 90 290.07 290.44
6 Stacdird & Poor’s Corpatation
(191 43 o' 451,03 J060.40 SHET2 557 31 55911 ST8 T 582.92 595 53 [REY) 61442 049,54 o410/
£ Amencan Stoch Exchange
(Aug. 31973 50) 47/ 4049 A98 13 513,25 52686 54764 53026 52993 538.01 54048 562,44 565 69
Voltune of nading (thowsands of shares)
% New York Stock Faclange 208,370 (200,652 [ 345,729 | 303,780 | 0OK7G [ 382084 [ 305,108 | 360,199 | 384300 | 416,048 | 434,607 | 426,108
9 Amenican Stock Padinge | 18,188 17,9514 21,387 23,243 21,825 25422 17,865 16,724 TLORS 21,069 27,107 2208%
b 3 —— 1 - - [ SR S -
Custonrer funeng (unthons ot dollas, ead-of-perod balancesy
L - g - —_—— — —
10 Margin credit at broker dealers 60,310 ol 100 76,680 67,600 71,440 77076 75,005 77,875 76,680 73,530 77,090 78,308
Free credit balanees at brokess?
11 Mingin accounts 123060 1-Hous 16,250 13,830 13,900 [ER(}) 14,753 15,590 t6, 250 14950 15,840 (5,770
12 Casluaccounts 27,715 28,870 31,300 28,000 29,190 20,790 29,908 30, 3400 34,300 14,700 RENAR
Magin requiements (percent o matkel value and eflecuve date)®
Mar L1, [U68 June ¥, 1968 May 6, 1970 Dec 6, 1971 Nov, 24, 1972 Jan 3, B4
13 Margin stocks 70 X0 65 S8 o5 St
14 Convertible bonds S0 ol) 50 S0 50 St
15 Shoit sales 70 &0 65 S8 [{R} R

[ I July 1976 a fimancial growp, composed ol banks and msurance companies, was added
to the group ol stocks on which the mdex s based, The mdex v now hased on 300 industinal
stocks Qotmerly 425), 20 tansportation (otmedy 15 ), -0 public wtiity Joimetly 60), and
A fmancial,

2O Juty 5, 1983, the Amencan Stock Bxchange ebased ats idex, eflectively cutting
previous weadugs m hall,

4. Since July J983, under the revised Regalation [ margin credit at broker dealers has
meluded credit extended against stocks, converible bonds, stacks acquied througle the
excrese of subserprion tghts, corporate bonds, and government securtties, Sepatate iepoit-
g ol data dor manan stocks, convertible bands, and subsenption assues was discontinued
Apul 1984,

A bree credit badances are wmotnts e accounts with no unlullilled connmtnients o
brokers and are subject to withidawal by castomers on detmand

5. Senes fmbated m June 1984

6 Margin requiements, stated i regalations adopted by the Boad of Governors pusuant
10 1he Sccutties Baclange Act of 1934, lomt the amount of cedit trat can be used
purchase and canry “mangon secunties™ (as detimed e the wepulations) when such cedit s

collaterahized by secunties Margm cquienments on secauties other (than options ae the
diflerence between the matket vialue (106G percenty and the maximam loan vidue of coltateral
as prescnihed by the Boand Regulation T was adopted ellective Oct, 19, 1934; Regulation U,
cflective May t, 1936, Regulatwon G, ettective Mae T 908, and Regulation X, ellechive
Nov 1, 1971,

On Jan 1, 1977, the Board of Governors tar the tst tine established i Regalation T the
nntal margnn requined tor weting options on seennties, setting it ad 30 pecent of the cutient
nuhet value of the stock underlying the option. On Sept 30, 1985, the Board changed the
requued sl marga, allowing 1t to be the same s the option manienuie margin egquied
Iy the appropaiate exchange on selt jegulatory onganzation; such maimtenance magim ules
nist he approved by the Secunties and Exclange Comnnssion Effecuve Jan, 31, 1986, the
SEC approved new mamtenanee mangin wales, peonting mangins o be the price ol the option
plus 15 percent ot the inathet value ol the stock undeilymg the aption

Ldlecnve June 3, FO8K, maigms were set o be the prce of the option plus 20 pescent of the
nurhet value of the stock underlymg the option (or 15 pereent i the case ol stock index
ophions)




Federal Finance A25

1.38  FLEDERAL FISCAL. AND FINANCING OPERATIONS

Millions of dollars

Lascal yem Calenda yem
Type of account or operation 1995 1996
1993 1994 1995 i b — — . —
Oct Nov. Dec, Jan. Tch, M,
[IAY hu(lg:'/]
I Receipts, total 1,153,538 1,257,745 1,355,213 05,593 Y0L008 138,271 142,922 89,349 89,011
2 On bodget..... . . . c 841,001 922,719 1,004,134 72,200 63,651 110,322 HIL61S 60912 56,677
3 OH budgeto. ..o e 311,934 335,026 356,079 23,393 26,357 27,949 32,307 28437 32,844
4 Outlays, totab, . ..o oo .o 1,408,205 1,460,914 1,519,133 118,352 128,458 132,984 123,647 133,644 136,280
5 On budget . L141,618 1,181,542 1,230,469 92,151 101,767 121,783 98,057 105,711 118,365
6 Off budget ...... Lo .. 260,587 279,372 288,604 26,200 26,691 11,232 25,5391 27,933 21921
7 Swiplus on deficit (- ), rotal P 255,670 203,169 163,920 22,758 aR,450 5,286 19,274 44,295 47,275
8§ On budget ....... .. . e 300,017 258,823 226335 19,951 - 38, H6 11,471 12,558 44,799 51,688
9 Off budget ........ e 45,147 55,654 62,415 2,807 134 16,717 6,716 504 ERIE)
Sowrce of financing (total)
{0 Bonewing fiom the puble .. . ... 248,594 184,998 171,288 13,353 38,439 - 18,358 4,747 47,022 V189
t Operating cash {decrease, or mewease (). . 6,283 16,564 2,007 16,755 4911 5,610 16,959 6,297 9,283
12 Other o000 - 429 1,540 5,408 7,350 5,022 7462 2,432 9,024 197
MEMO
13 “Tieasty operating batance (level, end ol
period) S 52,500 35,942 37,949 21,194 26,105 21,495 37,454 31,157 21,874
14 lederal Reserve Banky 17,289 0,848 8,620 7,018 5,703 5,979 8,210 5,632 7,021
15 Tax and loan accounts 35,247 29,094 29,329 14,176 20,402 14,515 29,243 25,525 14,853
I Since 1990, ofl-budget gems have been the soctat seemnity trust tunds (federal old-age net gain ot loss tor UL, cunency valuation adjustment; net gam o loss tor IME loan
survivors isurance and federal disability msutance) and the TLS, Postal Service. valuation adjustment; and prolit on sale of gold.
2. Includes special drawmg ughis (SDRs) seserve position on the US. quota i the SOURCE Monthly totals: U.S. Department of the Treaswy, Monthly fieasiny Statement of
hiternational Monetiy Fund (IME); toans 10 the IME; other cash and monctary asscts; Recepts and Outlays of the US. Govermment, hseal year totals: US. Office of Management
accraed interest payable to the public; allocations of SDRs; deposit tunds; miscellancous and Budget, Budyget of the 118 Government.

liability (ncloding checks outstandmg) and asset accounts; seignionage; meiement on gold,
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139 US. BUDGET RECEIPTS AND OUTLAYS!

Millions ol dollars

Fascal year Calendir yea
Sowee on type 199:4 1994 1996
1094 1995 — = - 7 - -
HI 2 H1 12 lan, b, Mau
Riceirs
I Al sourees . oL - 1,257,737 1,355.213 652,234 625,557 710,542 636,400 142,922 89,349 89,01
2 Individuad income laxes, et L 543,059 590,244 375,052 273473 07498 202393 86,192 10,32/ 22528
i Withheld . 459,699 499,927 225 3%7 240,062 251,308 356916 55,451 406,722 RYRRY"
4 Presidential Biecnon Campaign Jand 0 L 70 04 63 10 SR 9 | 7! i6
bl Nonwithheld . . 160,047 175,780 t17.620 42,041 132,006 43,100 3159 3,103 5,790
6 Retouds e e . . 76764 RARES O8 28 9,247 TI058 L08R Ay RGN PANTTY
Corporaiion meone 1axes
/ Gross reeapts ., o . 1S1205 174,422 80,536 8,300 92132 88,302 6,381 3,707 14,793
8 Refunds oo e - 13820 17,418 0,033 7,331 10,399 7.518 1,223 2105 2,332
9 Soctal insieance taxes and u\mulmnun;, net A61 475 484,473 248,301 220,141 224,264 42,197 38,900 41,7648
10 Employment taxes and contnbutions .. 428810 450,045 218714 206,613 211,323 40,742 36,011 41,086
I Selt employment taxes and contubutions’ 24,434 27,027 20,762 b 135 23,029 3,557 0188 YA 1,006
1) Uniemployment insuranee . . 28,004 REN ¥4 17,301 1177 18,001 10,702 1,081 2,546 258
1V Other neCecepns ' L0 661 4550 2,284 2349 2,267 2247 374 403 414
14 xense taaes . . . 55,025 7484 260,444 30,062 27,452 30,014 4241 0K (NRE]
15 Customs deposus . e 20,0899 19,3 9,500 11,042 N.Rd47 9,84 1,482 1450 1,528
16 Bstate and gt taves .0 oL 15,025 14,763 8,197 1071 7404 7,718 1,288 1,000 137
17 Muscellancous teceipts’ P 22074 DA% 11170 13,305 15,749 [RIRYAS 2304 1,517 217
OuLLAYS
18 All types . . 1,460,841 1,519,133 710,620 752,151 760,824 752511 123,647 133,044 136,280
19 National defense . o0 L R . W62 212006 133,844 111,885 135,867 132,954 20,244 21,091 22009
200 International alfans . . . 17,083 16,434 5,800 11,889 4,791 6,991 1,089 2604 1,391
21 General seience, space, and technology. 16,227 16,721 8,502 7.60:4 K611 8R10 | 536 1,320 1,381
22 bneigy. ... . L L 5010 1930 2,237 2023 2,458 200 15 54 131
23 Natwal resomees and enviiomment . . 20,061 23,108 10,111 1or 10,072 12,633 | 869 1817 1,592
24 Agneultne e RV 15,0-46 9713 7,451 7,623 4010 3,062 316 345 62
25 Commerce and howsing credit . S, 118 [BRNY] 4,902 4,270 3,936 4,412 2011 024 1,413
20 ‘Trtansportation . e e e IR,000 19,350 16,739 21,835 1K, 103 19,931 3,004 2,960 2,804
27 Commuunty and wpional development 10,45.1 10641 1,571 0,284 -1R98 6,085 1,009 396 1,007
28 lidacation, tramnig, employment, and
soctal serviees L oL Lo . 46,307 54,204 19,262 27.450 5. 738 2-1820 Sebg 98 4,270
29 Health o, e e e . 107,402 LISHI8 53,195 S04 RLWAL) ST0E8 8,005 9,542 10,306
30 Social secunty and Mediae ., . Ao, 310 95,701 2827717 230,817 251,975 291,38/ 127806 42,950 143,239
3 Income secunty. . - o 214031 220,440 109,080 101,806 117,618 104,214 17,188 23812 23.968
32 Veterans henelits and senviees ... 37,042 37,948 16,680 19761 19,268 18,684 2165 2901 3,300
13 Admmistration ot justiee . 15,250 10,223 7,718 7,753 8,062 EREES L.ROO 1,281 [,542
d4 General government . 11,3013 [RIMRN] 5,084 7,335 5,798 7,623 391 1,575 160
i3 Net mterest” oL e . . 202,05/ RERN A 99,844 [SURRE 16,1700 119,350 20,765 19771 20,2444
36 Undistibuted oltsething wu'lpl\’ T 7,772 44,155 17,308 20,066 17,6042 20,994 2812 2,855 2,490
1. Bunctional detmbs do noCsum 1o toral outlays for catendanr year data because sevisions 1o 5. Beposits of carnmgs by Federal Reserve Banks and othier iiscellancous weeeipts
montidy totals have not been distibuted ameng tunctions Fiscal year ot lor recepls and O, Indudes interestrecerved by tust funds
outlays do not correspond to calendar year dati because revistons front the Budget have not 7. Rents andoyalites tor the outer contmental shelt, US, povernment contnbutions {oi
been tully distubuted actoss months, cployee setierent, and cettain asset sales
7 Old-age, disability, and hospital instance, and rathoad ictirement accounts SOURCE, Fiseal year totals S Oflice of Managemient and Budget, Budget of the US
3 Old-age, disability, and hospital mswance. Government, Fivcal Year 1997, monthly and halt year (otals, US. Depautiment of the 'fiea
4 Ledetal employee getiement contigbutions and civib service aetitenent and sury, Monthiy Treasiny Statement of Recewpts and Outlays of the S Governiment,

disability lund
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1,40 FEDERAL DEBT SUBJECT 'TO STATUTORY LIMITATION
Hillions ol dollws, emd of month
1994 [DORY 1996
fem - e -1 " T T T -7 - - [ e
Mat 31 Tune 30 Sept, 30 Dee 31 M 31 Inue 30 Sept 30 Dee 3 M 31
I Federal debt outstanding . ... .. ... 4,602 4,073 4,721 4,827 4,891 4,978 5,001 5017 na
2 Pubhe debt securities 1,576 O 4,693 4,800 4,804 4,951 1,074 1,989 S8
i Held by public R RN 1443 3480 3,943 5,610 3,635 3,053 3,084
b Held by agences 1,1 1203 L2103 1,257 1,255 147 1421 1,308
5 Apeny seauntes 20 28 2 2 17 1 b 2 .
6 lleld by publie .. 26 27 9 vy R 2 >/ 28
7 Held by apencies 0 0 0 0 0 0 [l 0
8 Debt subject to sttutory fimit. ... 4,491 4,559 1,605 4,711 4,775 4,801 LR85 4,900 5,030'
& Pubhc debt secunies o BWOT] ARRY] 605 L 470 ARO1 488 4900 S0
10 Other e’ o000 0 ] () { [} 9] 4] [} 4] o
Mo
11 Statatory <debt hmit 1,900 1900 4,900 4,900 -L900 4000 4900 4,900 5.500"
I Consists of guatanteed debt ol ULS Treasury and otler Tederal apencies, spectfied SotRers LS Depadment of the Treasury, Monthly Statenient of the Public Debr of the

parbeipation certfivates, notes to niemanional Tendmg ongzanzatons, and Distiet of Colun-

bra

stiliunn bonds

Uited States and Treaswoy Bulletin

141 GROSS PUBLIC DEBT OF US. TREASURY  Types and Ownership
Billions ol dollars, end of pevod
1995 1946
Pype and holder 1992 1993 1994 1905 e —m—— = - — - — - -
2 0Y 0d 01
- - . . Y VU U AN S — - -
I Total gross public debt . 4,177.0 4,535.7 4,800.2 4,98R8.7 49514 4,974.0 4,988.7 51178
By type
2 hetestbeanng oo L0 0 e 41739 4,532.% 4,769 2 4,904, 1 RICZYRY 49506 49044 5,083.0)
3 Mithetable 2,754 1 2,989 4 31260 3,307.2 125260 4,260 5 3,307.2 3,475 1
+ Balls . oo o0 6577 7140 /338 T FEL R 7425 760,77 8019
5 Nofes ... 1LO6O8Y 1764.0 18670 20103 19747 LUK 3 20103 PRUEN
O Bonds . 4725 ROER 3103 8202 sS4,/ 5206 a2t 834t
7 Nonmarketable! e 14198 15429 16431 1,657 2 .69, 2 1,690.2 1,657 2 1, /079
8 State il local povermment series 545 149 5 132.6 1045 121.2 1131 1045 96.5
9 Foreign issues 314 435 42,5 8 Al 4 RIRY 408 40,4
i Govermmnenl . 14 43.5 42.5 408 4l RN A0 8 40,4
I Publec Lo 0 0 A 1] Kt £ Kt 0
12 Savings hods and notes 1550 lov 4 1778 1810 180.] 181 2 1819 183.0
13 Govetment sccount setes [NSO RIS 11500 1,259.8 1299.0 1,800 1.324 3 1.299.6 1,357 7
14 Non iterest beang i1 14 L0 243 3.0 AR 24,4 34K
By holder !
15 US, Uieasury and other federal apenoes and tast funds, 0 oL 1,047.8 1,1535 1,25/71 13015 1Liloo 1,320.8 13045 4
16 Boderal Reserve Banks 1025 344 2 3741 391.0 389 0 (PR 3910
I/ Private mvestors ER DM 3,047 4 31680 3,049 3.245.0 32795 3.294.9
18 Commerewl banks. . 0 o0 0 00 L L 2944 3222 290.1 28540 20980 2890 285.0
19 Maaey nnket funds 07 808 67.0 73 S8 7 042 713
200 Insuance companics | 1975 2345 240,11 2520 2186 2505 252.0
21 Other conpames PR 1025 2480 205 JKE Y 2200 2 288 R 1t
27 State aud local veasunes™ 5793 6319 591 4 4200 4109 4009 4200
Individuals
28 Savings honds 1573 1709 1805 1850 1806 1815 185.0
24 Other secunies 0 0 0 oL e 1319y 1374 150.7 1027 161.0 162.4 1621
25 Voreipn and mterational” AT II 549.7 6230 ORR.06 K61 K T84 1 K481 861 8
20 Othee mscellancous pnestors™® . (ST [ 6123 R02.5 JO8.3 LIER J Bi48 | JO8 3 J
I Includes (not show separately) secuntties 1ssaed to the Rinal Electubcation Admnisna 7. Consists ol mvestments ol torergn balances and interational accounts m the Umited
ton, deposttory bonds, reticement plan bonds, and mdivadial retirement bonds States,
2 Nonmadhelable series denominated i dollins, and senes denormmated i toretpn 8. licludes savings aid Toan associations, nonprolit sistitutions, credit umons, mutial

rency ield by foreigners
3 Held almost entuely by 1S Treastny and other federal apencwes and tust funds
4 Data Lar Fedend Reserve Basks and U8 povernent apenc ies ik teust laids ae actual
Loldings, dativ for other proups aie Freastry estnates,

S,

hicludes state and local penston tunds,

6. Tie Marcdy 1996, 10 redehadion of seiwes, futly deteased debit backed by noimathetable
lederal seeustiies wis temoved Trom " OUer nyseeifaneous myestons™ and added (o = State and
local neasares ™ Ehe datia shown hiere have been wevised accordingly

savings banks, corpotate penston tust bunds, dealers amnd brokers, cettan US, “Freasury

deposit accou

S0

uRees 1

tederatly sponsored agencies

casty Depactiient, data by type ol secuaty, Manthly Statenwent of the
Public Debt of the red States, data by holdey, freasiny Bulletn
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.42 U.S. GOVERNMENT SECURITIES DEALERS  Transactions'
Millions of dollars, daily averages
1995 1990 1996, week ending
{tem [~ [ AU T
bec, Jan. Fely Jan. 31 Feb 7 beb. 14 Feb 21 lieh, 28 Mar. 6 Ma 13 M, 20 M. 2/
OUILRIGHT TRANSAC! l“NS’)
By type of secunty
I US. Treasmy bills 0 0 Lo 543138 54,618 65,579 56,039 60,365 56,182 63,493 75,724 65,246 58,012 52,050 45,040
Coupon sectitities, by nutdnty
2 Fve years on less, 84,1038 103,365 126,691 121,484 124,315 Y7, tY 130,440 149,129 123,253 (1482 94,691 82,167
3 More than feve years . 43,6018 54,608 67,822 58,119 69,704 71,497 71,386 61,941 55,182 62,8064 44,508 42,324
4 Federd agency ... oL 26,168 27,947 26,759 20,477 26,486 20419 27.570 20,578 27,494 27,651 26,045 28,036
5 Muortgage backed | 33,208 37,009 40,709 28,703 49,268 47,6060 34,847 30,067 41,011 62,577 35,404 28,483
By tvpe of counterparty
With interdeater broket
6 US Teasmy ... . oo 104,651 123,512 148,663 139,201 148,974 129,505 155,082 164,587 137,632 152,717 113,332 101,779
7 Pedenl nlbkllt) 672 954 1,107 1,200 1,367 1,377 945 799 650 702 621 739
8 M‘“U[—“H backed 12,863 12,634 14,663 9,989 16,433 17,213 14,038 10,950 14,124 24,033 13,603 10,520
With other
9 US Tieasmy ... 71,580 88,079 111,426 97,341 111,408 95,493 119,236 122,206 106,049 109,240 71976 08,352
10 lederal agency . . 25,696 206,993 25,052 25,278 25,119 25,041 26,625 25,779 206,841 26,919 25,425 27,897
1 Mongape-backed oL 20,342 2ANT5 26,100 18,714 2,833 3,447 20,5809 9,117 26,887 38,5413 21,861 17,956
FULURES TRANSACT I(JNS‘
By type of deliverable secariy
12 US. Teasury bills . 603 451 RET) 675 203 158 524 30s 492 567 591 410
Coupon secunties, by m‘nuuly
13 Live years or less 2045 1,592 2,269 1,513 1,206 1,153 3,604 3,186 2,990 2,524 1,845 1,385
14 Mome than five yems L . 12,577 14331 17,420 14,583 14,504 15,602 23,229 17,5606 17,128 18,600 15,054 10,829
15 Federal agency ..o . . 0 4} 0 0 i} 0 4] 0 0 0 4} §]
16 Montgage-backed . 0oL 0 4] 0 0 4 0 Q0 0 0 0 4] ¢}
OPTONS TRANSACTIONS
By type of wnderlving secunty
17 US Ticasuty bills .. . 4] 0 0 0 0 Q0 0 O 0 (8] 0 0
C oupon securities, by nmlmlly
18 Five years or fess, . 1,098 1,860 2,730 1688 1,544 2513 2,614 1,018 4,262 3,381 1,914 2,067
19 Mote than five years ©. ... 3,898 4,109 4,580 4,345 4,066 3874 7,542 3,653 3,476 1,967 2,366 2,547
20 lederal ageney 0 0 0 4 0 0 0 0 0 ] 0 0
21 Montgage backed . RO2 HOO 1,341 O8S u72 L, i59 2470 Y19 1,720 1,600 792 459

1. ‘Transactions e market pmchases and sales of secnines as aeported to the Federal
Reserve Bank ot New York by the ULS. goverment secunties dealers onits published Iist of
primary dealers, Monthly averages we based on the numbet ot tihing days in the month,
Transactions e assuined evenly distubated among the acing days ol the 1epore week.
linmediate, torward, and tutes tansactions wie eported at principal value, which does not
include acerued mterest; options transactions ate reported at the tace value of the undedying
secuitic

Dealets iepost cummlative tansactions tor cach week ending Wednesday.

2. Outtight nansactions mclude jommediate and forward transactions, fmmediate delivery
1eters to purchases o sales of secwities (other than montgage-backed tedenal agency seci-
ties) tor which delivery as scheduled in five business days or less aud “when-issued™
secuuties that settle on the issue date of oftering. Transactions tor immediate delvery of morgage-
backed agenvy seeunties mclude puechases s sales for which delivery s scheduted i thiny business
days o less. Stapped secwities wre reported at nuukel value by matonty of coupon or corpus.

Forward transictions are agicements nade in- the over-the-counter nunket that specily
delayed delivery, Forward contiacts lor US. Treasury secwities and tederal agency debt
secuities awe mcduded when the tme to delivery is moe than five business days Forwad
contracts for motgage-hacked agency secunties are ncluded when the tane to delivery s
mote than thirty busniess days.

3 Futures transactions ate standadized agreements artanged on an exchange. All futuies
tansactions are included regardless ol tume to delivery.

4. Options tansachons we puichases or sales of put and call options, whether aranged on
an organized exchange ot the over-the-counter matket, and melude options on futwes
contiacts on LS casiny and tederal agency seeunties

NOL: i indecates that data are not published because of msutlicient activity.

Major changes m the weport forn diled by priminy dealers induced a break in the dealer data
series as of the week endmg July 6, 1994,




1.43  U.S. GOVLERNMENT SECURITIES DEALERS

Millions ol dollars

Federal Finanee  A29

Positions and Financing'

1996, week ending

1995 1996
Item " — - -
I Ja.
Nt OUIRIGHH MNHH)N\!
By type of secunity
LS “ieaswy bills oL 16,960 9,173 8406 2468
Coupon seeutities, by m.nlumv
2 Five yewrsocless o0 L 21,009 7,332 11,937 23,003
3 Mote than ive yems 11,698 11,408 14,139 10,726
4 Fedenl agency . e 224406 23,015 23024 18,08:
5 Mongage-backed . . . 19,500 18,362 A 161 A7,18%
NI FGLURES POSTTIONS
By type of delverable security
6 US Treaswy blls 00000 oL 2484 2,187 2,582 2,003
Caoupon seeutities, by matuuty
/o Five years or fess 4,438 2,534 587 1.878
8 Moe than five yes oL 17,6062 12,781 9,037 11,649
9 lederal ageney ..o Lo i} 0 0 8]
10 Martgage-bached 0 0 0 0
NLL OPLIONS POSIHTIONS
By type of delverable secunty
I US Teaswy blis .o . 4] [} [ 0
Coupon seemties, by matuuty
12 Fave yews o less. . 1439 93] ) 1.808
13 Moe tha live yeas ..., 1210 ] ARK 2706 8.221
I Vedeval ageney ..o, 0 O 0 0
15 Motlgape-backed ..., 90 638 3052 64
Reverse repionhase agreements T - - B
16 Overnght and continuimg 240,460 SR, 14/ 204,519 20,008
17 Taam oL 389,620 405,708 424,730 193,531
Securities borrowed
18 Ovenmght and umllnump L 154,078 1848 166,781 /2,495
1 Tenm 62,835 59,920 65,051 00,188
Secw thies revenved ay pledge
2 ()vulnLhI and mnlmumg 4,032 L4 L8/ 2,002
20 Tern .o 0 el {0} 53 126 SR
Repardhase agreemeniy
22 Overmght and contiumg 535,088 554,719 502,396 573,013
29 feomo. o ol 355,200 368,819 I8T953 104,158
Securties loaned
24 ()vmmbh\ and u)nlmumy . 5,941 5,506 4,714 1,699
25 em . 1916 1578 2,409 1,600
Secu ties pledged
26 Oveunght and contmumg 34,010 3,769 33,230 34,040
27 ‘Tain . 518 5,597 1,230 6,650
Collateraltced loans
28 Overnght and umlunnnp . 12,694 na na, i
29 Teaim ... [,9K9 na 1N .
0 Total, L. 1l 17,600 14,667 17,275
MiMO: Matehed hook”
Sectittres in
31 ()VAII\I!JII ald Lnlllllmmy ,,,,, 240,188 264,450 254,184 278,995
32 ‘Tewm B 1,281 403,403 426,185 38R,0620
Secu ey ont
33 Overmght and contmuay, .. L HL00S 334,804 343,310 350,865
3 Teim.o.o . oo L 319,089 318,147 330,450 JOK,250

Ieb, L leb 21 lieh 28 Mai. 6 Mar. 13 M 20
Pasitions”

7984 7,984 1032 14,082 17,288 21,460 [REE R
20,110 10,734 8, b0 9,208 8753 0,044 7,306
12,740 8,041 14,695 19,897 18,223 24,674 25,107
25,297 23,052 21,080 24,586 21,197 30,459 27514
8,700 41,5851 19 944 A0ARY 19464 37,192 38,104

2,901 2,652 2,882 2,059 1418 2,106 3029

2,478 2,704 1,244 1,327 551 1,211 A6l
11,968 16,809 5313 3,348 6,594 24028 4,030

0 0 0 0 0 0 {

0 0 §] o 0 0 ¢}

0 0 0 i} [§] 4] 0

1.829 850 N 1,463 887 014 1100

0,682 7, V’I 2,341 5ot 59 1,562 1,578

0 4] 0 Y] ¢} 4]

16RO l, /// L 1,410 5,191 4,048 5,614 9,404
Lancnig”

261,043 272,198 29457 755,386 204,678 204,903 ’7 260954

450,293 461,098 31,5145 400,947 397073 149,536 450,500

164,331 159,871 171,620 169,887 176,708 171,763 176,291

65,020 064,365 04,704 65,419 65099 [ 06,505

1,577 1,658 2,017 2,014 2,080 588 0,007

3S 08 77 51 60 o) 57

557,489 560,822 52,851 852,001 965,241 576,134 565,550

412,880 434,287 342 U813 306,235 195,944 08,797 43,225

4401 4,129 5,057 S, 183 5,345 5429 5,406

1,780 2,6/0 2,085 2,504 2552 2470 2078
32,271 29,935 15,183 34,748 807/ 39,007 12,694

0,900 0,547 7,299 R0 8,135 1932 8,200
it na nd Ht, it . na
na 1.l i I (RN It it
18,124 14,891 12,878 13,054 13,002 10,210 11,300

257,499 260,238 251,446 239,54y 249,200 241,550 244,345
449,324 460,794 188,605 09,045 A4 360 442,808 445,405
338919 34,940 2160 2,477 124,905 A31,75% 139,704
354,224 372 4560 287,020 1510 106,521 341,791 344,303

All futures

1 Data tor positions and fimancmg ae obtined from repotts sabmitied to the Fedeal
Reserve Bank of New York by the ULS, governnient seeurtties dealers onits published ist of
primay dealers, Weekly ligures are elose ot-business Wednesday data Postions for calendin
days of the repott week are assmnedd to be comtant. Monthly averages aie based on the
nuimber o calendat days mthe mowh,

2. Secwities positons are wepoted at market value,

3. Net outright postions inchude imsnediate and fotwand positions. Net onmediate: posi
tions melude secunties purchased o sold (other than mottgage backed agency secunties) that
have heen delivered ot are scheduted 1o be delivered e hive business days or less and
“whert sued” secutiities that settle on the issue date of oflenng Net nimediate posibions o)
mongage-backed apency secunties include secunties putchased or sold that have been
dehvered o e seheduled 1o be delivered i ity busimess days o1 fess.

Farward posttions 1eflect agreements made i the over the counter nuacket that speeity
delayed dehvery, Forward cantiacts for WS Treasury secunties and federal agency debt
secwntties are ncluded when the tme to delivery s more than hve busiess days. borwand
contracts for motgage-bached apency secunties me mcluded when the e o delivery s
wote than thuty business days,

4 bFtures positiions retleet standardized agieenients atanged on an exchange
postitons we mcluded 1epardless of e to delivery.

5 Overnight inancg reters to apreements niade on one busuiess day that mature on the
nexs business day; ck\l\lilX\xix)g contracts are agreenients that semam i effect tor mose than one
busioess day but litve no spectlie matwity and can be termunated without advance nohee by
cither patty; term agrecments have a fixed matony ol mote than one buskess day. Finnemng,
data e teported mterms of actual tunds paid o receved, mehuding acenied mterest

6. Matched-hook data retieet inancial mtenmediation actevity i which the bonowing and
lending transactions are inatched, Matched-book data see included e the fimancing breik
downs given above, The teverse repurchise and repuichase nmubers are not aways cqual

becanse ot the "matching™ ol secwnties of difierent vilues o dilterent types of collateahiza
Lo,
NOT- " mdicates (hat data e not published beeause of dnsulhicient activity,

Major cianpes mthe teport torm diled by pnmary dealers induced abreak m te dealer data
series as of tie week ending Tuly 6, 1994
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Millions ot dolkars, end ot pernod

FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES

Debt OQuistanding

1905 1990
Agency 1992 993 1994 1995 e e — - 71 - 1T — -
Sept. Ot Nov Dee, Jan,
I Federal and tederally sponsored agencies, .. .. 483,970 570,718 738928 1 811,182 LBt nan thal, n.i
2 bedenal agenctes . B L 11,829 45,193 19,1806 37,347 318,030 18,237 39,207 37,347 47,2734
U Defense l)qmrlmull . L . / 0 6 0 6 O 1 O O
-+ ixporl bimport Bank BN 7.208 RRIN 3,455 2,050 2512 2512 2,512 2,050 2,050
5 Federal Housig, Adomshation! 37:4 255 116 97 87 88 93 97 3
6 Governent National Mortgage Associalion «ull[u
patticipation L . n.a na (1 i nd. na na . A,
7 Postal Sevee 0000 L 10,608) 9,732 8,073 5,705 7.205 1,205 1,205 5,705 3,705
R Teanessee Valley /\ulllnnl)’ 23,580 29885 27530 20,09 28,160 28,300 29331 29429 29,421
9 United States Ratbway )\\\mm\\nn nd na na L na UEN na, na, na
10 Federally sponsored agenae S A2 523452 69 742 na. 773,152 na na N, .,
11 ederdl Home Toan Banks 0L [REWAR 139,542 205,817 244194 236,851 23,192 219,034 213,104 134,001
|2 Federal Home Foan Mongage ¢ mpnmlmn ,,,,, 631 40,993 93,279 11v961 111,610 t15,620 115,603 119,961 120,868
13 Federal Nanonal Moilgage Assacauon (66,300 200,112 257,230 209,174 217,192 280,582 289,708 299,074 297,657
B Farm Credit Banks® 51,910 53,123 53,175 57,379 SIRO0 560,529 S6,00:4 51,379 58,059
1S Stadent Loan Marke ung /\sm\mmm .o 3,650 19,784 50,335 47,529 SL6T2 51,900 50,538 47,509 na,
L6 Fiancng € m]mmlnm' b L K170 8. 170 8,170 8. 170 8,170 B.170 R8.170 R0 &, 170
17 Favm Credat Financial Assistanee X nnpm.uum L . 1,204 1,261 1,201 1,261 1,261 1,261 1,261 1,261 [,261
I8 Resolution Fundimg ¢ nl]mmlmn' . e 209960 20,990 24,996 20,096 29,946 20,996 29,996 20996 29,4996
Mt MO
19 Vederat Financing Bank dentt? 154,994 128,187 103,817 78,681 84,297 82,622 81,693 78,681 78,512
1 ending to federal uml Jederally \/WH\muI dYERCIes
20 Export impon Bank . . S0 LY 200 2,506 2,500 2,300 REISNY 2001
21 Postal Sersaee® o000 L 9,132 8,073 5,765 7,265 7.205 1.265 3765 5,765
22 Swdent T oan .\l.nkmllnp '\wml.nllun 1700 I a, na na il .. I, na.
23 fennessee Valley Authonty 0,325 3,200 3,200 3,200 3,200 3,200 5200 3,200
20 Unuted States Ratlway '\\\uu.umn i na na N it tha nu wa
Other lendmg"
25 banmers Howme Aduunistration 42,079 380619 33,714 2018 26,845 20,210 RKIE 21,015 2115
26 Rutal Flectiiication Adnnistiation 8,07 17578 17,392 17,1444 17,276 17,045 17,141 17,141 12,020
27 Other L (IR 15,804 37984 29514 27,205 26,190 3,500 2951 29402
I Consists o mottgages assumed by the Delense Depatment botween 1957 and 1961 10 the Fumsnang Corporation, established i August 1987 to ecapitalize the Federal

under tamily housmg and onmeow ners assistanee puograms

2, lactudes parsicipation centiheates tecdassified as debt begimng Oct,

i On-budget smee Sept 30, 1976,

b Consists of debentwes wssued e paynent of Federal Housmg Administiation insuednee
clatms Once issued, these securtios may be sold privately on the secuniees market

5. Cennficates ol patticipation ssued betose iseal year 1964 by the Government National
Mortgage Association acting as trustee tar the Tarmers Home Adminestaton, the Departiment
ot Health, T-ducation, and Webare, the Depintment ol Housing and Uslan Development, the
Sl Busiress Admimistration, and the Veterans Adnnnistration

O O budpet

7. Inchwdes outstanding noncontmgent hadulities: notes, honds, and debentues, Includes
Federal Agncultural Morgage Corpotation, therefore detals do not sunt to total, Some data
are estimated.

8 Excludes bonowing by the Farm Credit Binancial Assstance: Corporation, which s
shown on lwe 17

9, Belore fate 1982 the association obtamed tinerng through the Tederal o muu}, Bank
(HERY Bonowing excludes that obramed from the 68, whieh s shown on hne 2

I, 1976

Savings and Loan Instance Corporation, undettook its first borowmg in Octoher 1987,

EEe Faum Credat Buaancial Assistance: Corpotation, establisled in Tanny 1OR8 o
provicde assistance to the Fanm Credi System, uidectook s fust botowing neJuly 1988,

‘The Resolution Fundmg Corpotation, established by the Tmanciad Tustiutions Retorm,
Recovery, and Bnlotcement Act ot 1989, undentook ats tiest honowing i October 1989,

13 The FEB, which began operations ue 1974 s authonzed to puichase or sellb obligations
issued, sold, o guarasteed by other Jederal agencies. Because FER incurs debt salely Tor the
putpose ol fendmy to other agencies, ats debt s not mcluded m e mam portion of the table to
avond double counting,

14 Dcludes FER purchases of agency assels and puarantead loans, 1he tatter ae loans
puaranteed by numcerons agencies, wath the amounts guaaateed by any one agency gencially
bemy siall The Barmsers Home Adannistiation entry consists exclusively of agency assets,
whereas 1he Rutal Blectification Admibnistration entiy consists of both agency assels and
grmantecd loans



1.45  NEW SECURITY ISSUES

Mittions of dollars

Securities Market and Corporate Finance

Tax-Exempt State and Local Governments

A3l

1995 1996
Type ol 1ssue o issuer, 1991 1994 1995 Y S _ _
o1 use
Aug! Sept 1 Oct. Nov. Dee Jan. Feh. M.
U - RN Y (NN S S A S S RN VD P Y S
I Allissues, new and refusding! 279945 | 153,950 | 143,101 | 12,467 9,750 13,898 16,839 16,978 11,340 11,598 15,244
By ype of isue
2 Getiveal obligation 93,599 Sebyeibt 55,137 4,589 3,182 0,181 O,19: 5489 2,052 2,064 48460
3 Revemue ., 189, 546 9Y.5:40 80,555 /7189 6,208 N 1645 18 §088 9,545 10,198
By type of psues
4o State Lo, L P e J1999 19,136 14,215 ol 1310 1.825 1491 951 1,630 06995 uul
5 Spectal distisel or statilary authonty 178,714 95 896 91419 1491 5,807 8,155 10,730 11,0678 6,900 7,820 10,141
O Munwepality, county, ot townslnp 73,232 I8.80K 30,6058 4,200 2433 1918 4,617 4,349 2,801 3,083 4,199
7 Issues tor new capital 91,434 | 105972 94,412 0,252 6,095 7,808 11,415 11,070 6,399 6,383 10,621
By wse of procecds
§ Fducanon ... 16,831 1,267 24920 1,22/ 1ebr4 1,785 3477 2,908 2010 2,226 1847
9 Transpoiation R 9,167 10,836 11,887 80 W/ 36/ 1, Y 1,178 560 354 1447
10 Utilities and conservatton 12.014 10,192 9,618 G8Y 569 1,780 554 1604 422, S8 892
I Socil wellwe 13,847 20,289 15,612 1,351 1140 L7716 RE VA 1014 03} Y0 200
[ Industiiag and 0,862 8,10t 6,560 256 G54 277 0650 1,325 36 110 85
13 Other purposes 32,123 35,227 20518 1,859 1811 1,993 3,188 2,421 2,155 2,202 2.065
I Pacamounts of long tem sssues basedd on date of sale SOURCES.  Secuties  Data Company  begimung Lanwary 1993, fuvesinient
2. Includes school distiicts, Dealer's Digest betore then,
146 NEW SECURITY ISSULS UK. Corporations
Millions of doblas
-
1995 1996
Type ol issue, ottermy, 1903 1904 1995 _ [ — e =y -
O IsShel
July Auy, Sept Ot L Nov Dec lan ! teb
1Al issues' 769,088 S83,240' it 36,621 50,103 §7,262' 52,112 55,849 40,149* 46,808 59,082
) Bonds” L. 646,684 498,039 i 31,955 43,911 49,905 43,452 47,568 34,619 42,060 50,082
By iype of offering
3 Public, domestie ... 487,029 305,220 I8 806 25617 34,490 43,087 36,042 43,330 320219 34,306 44,260
4 Prvate placement, domestic’ 121,226 76,065 na ni thik, Dl i n.a, i na na
5 Sold abioad . .. 7Y 50,755 76,910 6337 .21 0,708 6,700 1250 2304 8761 6,410
By ndustiy group
O Manufacuumy, | . KR, 160 A28 12,4950 4,456 HOB2 3,284 3,397 Kot 3,208 3,759 RISV
7 Commercial wmd miseellaneous RERRD 40,735 37,139 1,403 2,180 2,007 $.537 4078 3,094 2081 20601
8 Trasportation 10816 06,807 8,707 0 133 908 187 205 1,240 601 354
9 tubhc aiiny ... 56,430 13,400 11,974 S0 640 911 1,240 485 089 (W2 955
10 Communcation . 11950 14,340 18,158 1,520 1,240 2,829 2,389 3,338 048 118 2091
11 Real estate and mancial 400,820 380, 450" 369,709 24,026 35,335 39,365 32,7106 45,3300 RAN AN 328204 41,010
12 Stocks’ 122,454 85,185 N 4,600 6,252 7,357 8,660 7,781 5,530 4,742 8970
By tipe of offering
13 Public prefened. 18,897 12,570 10,961 168 1,261 1,035 830 2,210 890 2167 3,240
14 Connon y 82,0657 47828 5780 3,836 5,005 6,32 1,824 5,571 o0 2,578 9,130
IS Pavate placenent 20,900 24,800 na. ot na i na, wa . i
By sy gronp
16 Manufactunng, . . .. S 207 17,79% 1,306 it 2R3 1815 2200 [ 106 1414
17 Commereal and misceflancous 25763 15713 0 1,964 1,541 2801 4,008 320 2,030 2401 2,019
18 Iranspoitation 224 220 0 LY 30 101 97 15¢' 3N 129
19 Puablic abity 7,05 2210 133 ) o0 60 36 ERM 15 809
20 Commumcation ... . [0 A0 b 0 +7 0 0 0 200 122
21 Real estate and hnancial 61,001 46,733 L 2074 1905 2018 2,160! 1739 15979 1081
L Tagunes represent gross proceeds ol issues miataring, insore than one yedar, they e the 2 Monthly data cover only public olleimgs

prncipal amount or pumbes of ans caleulated by multiptynig by the oflenmg poee, Figmes
exelude secondary oflermgs, cmployee stock plans, isvestinens compantes other than closed-
end, mircotporate transactions, eqguities sold abtoad, and Yaukee bonds, Stoek data melude

ownership secunities issucd by lnnuted parnerships,

3 Monthly data are not avalable

the Federal Reserve Systenr,

SOURCES, Beguunng July 1993, Sccunties Data Company and the

Board of Gavenus ot
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147  OPEN-END INVESTMENT COMPANIES

Millions of dollars

Net Sales and Assets'

Item

. ) ’
I Sales of own slares .

2 levmputmx of own shares
3 ONet sales . .

A4 Awsetst L

S Cash® L
0 Other

1994

851,885

567,881
284,004

1,510,209

160,209
1 404,848

1994

841,286

699,823
141403

1,550,490

121,296
1,429,195

July
——
76,081

56,344
19,736

1,880,754

126,340
17544415

AR

57.610
14,5018

1,908,525

127,173
1,781,352

1995

68,694

S4A73

14,221
1,962,817

127 440
1,835,371

1

Auy St Ot

- 1 ]

72,730

56,174
16,550

1,963,496

33,051

1,829,843

1996

Nov, Dec
b 1

70,499 94,719 112,332
52,127 67,945 75,354
17,712 26,774 36,978
2,032,958 | 2,067,337 | 2,143,185
141,480 142,572 150,772
1,891,370 1,924,705 1,992,414

Jan Feb,

90,370

60,398
20972

2,180,711

144,520
2,037,191

1. Data on sales and sedemprions exclude mooey nueket inwtuat funds but metude
linuted-matw ity munieipal bond tunds Data oncasset positions ¢sclude both money onuket
st Lunds and lnted-matansty municipal bond tuds

2 Includes remvestment of net income dividends. Bxeludes iemyestment ol capital gains
distnbutions and sliue issue of conversions from one fund to another mthe same goup.

A Bxcludes sides and redemptions sesulang hom transters of shaes mto o out ot nioney
watket mutual tunds within e same faid fanuly,

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Bilhons of dollars; quarterly data at seasonally adjusted annual rates

4, Matket value at end of periad, less cunent habilnies,
5. Includes all ULS, “Treasury sccuttties and other shott tenmn debt seeuities
SOURCE fvestmenmt Company 1nstitute, Pata based on repmls of membership, which
vomprises substantially all open end mvesttuent compates vegastered with the Secunties and
Lxchange Commnussion. Pata aeflect underwntings of newly formed compuanies atter thew
mitial ollenng of sceunties.

Account

U Piobits wath mventory vabuation and
capital consumption adustment
2 Profits betoe taxes o000 oL
3 Probts-tax hatuhity ...
4 Profits after tares .. B
S twvadends... oo L
0 Undistibuted profis
7 luventory valuation .o L
8 Capital consumption adjustiient .

1994 1995
1993 1994 1995 +—— —t— -—
0l 142] o3 04 0l 02 03 04
— ¥ _ R G
oo | doas 526.5 SK8.0 4559 5308 549 K 2689 559 0 5601 614.9 61%.0
,,,,, ] dods S8 600.5 4707 523, 5475 5704 594.1 S88.} 609.6 allo
1638 195.3 2047 1714 1928 2034 2115 7.3 2140 2187
W00 'S WY W21 00,3 330.4 34, 1 56,8 1765 2N 3023
..... 1974 RN 274 204.4 208.% 225 2185 21 2246 N4
1043 1219 154.7 95,9 1217 141.6 1483 1551 149.6 157.6
0.0 133 280 0 9.5 16.5 28 509 42,3 93 88
67 Ita 159 118 18.1 188 203 17.4 150 4.6 16.5

SOURCE, LLS. Depatment ol Commerce, Sirvey of Cureent Bisiness,
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151 DOMESTIC FINANCE COMPANIES  Asscts and Liabilitics'
Billions of dollars, end ol period; not seasonally wdjusted
1991 1995
Account 1993 1994 1995 - - - r - - — e e -
02 O3 01 Ol W 03 0l
ASSELES
I Accounts receivable, gmss') Lo AK28 5510 614.0 S 5240 5510 508.5 586.9 aET olbo
2 Consumer F 1165 1.34.8 152.0 124.3 1303 134.8 1358 1417 ido 2 1520
30 Business. .o oo o0 oL 2946 50 3759 3142 3.2 WO 3™y 01 R W02+ y75 9
4 Real estate . n7i 8.5 8OO AR oo 785 8.8 834 86 | 80,6
5 LESS Resetves tor uncanned meonie 507 $5.0 63.2 S1.9 SE 5.0 R4 621 [ 032
6 Reseives for losses., 12 124 41 12,1 121 124 129 13 13.8 L
7 Accounts receivable, et 4204 4815 537 3 4473 4609 4845 4007 510.1 S14.7 S8
8 Allother... . ..o oo 1709 183,44 2019 17406 1772 [ERK] 1946 195 | 108 1 21y
O ‘lotal assets . ... .. 591.8 666.9 749.2 621.9 038.1 666.9 o914 709.2 717.8 749.2
LIABILLIIES AND CAPITAL
10 Bank loans. ..o 0 o0 L 294 210 230 AR 210 210 200 REIN] 18 RN
tL Commercial paper ., . 1592 184.6 I184.5 1712 1710 Rt 1813 1813 178.0 (B
Debt
12 Owed 1o et o000 0 o000 427 510 623 447 S0 0 510 525 AT AV 623
13 Not clsewhere classilied 2000 2350 T 219.6 2282 2350 2541 Jobd 2720 WY
14 All other habthines ..o, B 87.1 99y 5 105 ¢ 8O Y 9510 99,5 109 1wt 1001 105.1
15 Capatal, smplus, and undivided profies, . 00 114 I8 X7 2 /3.2 723 157 9.1 825 81 8710
16 Total liabilities and capital, . ... S91.8 666.Y 7469 6219 038.1 0669 [T 700.2 7178 740.9
L. [nchudes nance company subsichares of bank holding, conpantes but not of 1ctalers 2. Betore deduction tor unearned meonie and Tosses
and banks. Data are amounts catied on the balance sheets ot linance companies; secuntized
pools ate not show, as they are not on the books,
1.52  DOMESTIC FINANCE COMPANIES  Consumer, Real Lstate, and Business Credit!
Millions of dollars, amounts owtstandiag, cnd of perod
1994 1996
Type ot credn 1993 1994 1995 * I N - - - 1 — -
Sept. O, Nov e, Jan Leh
Seasonally addqusted
I Total Lo 545,533 614,784 Tﬁ‘)ll,l‘)l 675,247 082,627 687,187 090,191 696,502 702,591
2 Consumes J 160, 349 176,198 198 800 193,555 194,620 7,303 198,860 199,175 0115
Realestate” o0 oL 0 L0 L 71,963 8,770 86,944 80,121 87,200 87,099 80,944 88,109 KB, 136
4 Business ... oL 3,219 359,816 404387 195,571 RN 402,185 JOEART 409,018 RYRRAN
Not seasonally adjusted
L e - —e e - - _. o - _
5 ‘Fotal. .. . 530,751 620,975 697,340 072,653 681,965 087,944 697,340 696,771 701,397
O Constmier o000 0L 162,710 178,999 202,101 193,615 19:4,931 {UR(72 202,101 2AH.070 200,991
7 Muotor vehwe R 50,057 01,600 70,061 6885/ 0816 OR, 16/ 70,001 7084/ 12,658
R Other consumer ™ ... 00, 390 73,221 81,088 17,345 T80 TRU20 R1,U8K 81,000 ROLO15
9 Seewitized motor vehicle 36,024 31,897 33,633 31693 30,006 34,304 33,633 12,128 30,361
K1) Lullll/gd othet comsumer” o0 Lo 10,293 12,212 16,419 15,720 16,154 16,585 16,4119 17,003 17,31
L1 Real estate” oo 0 0 0 o /1,727 78,479 86,600 86,128 B/:471 81.642 80,600 88,530 8R, /50
12 Busmess....... oo o0 Lo 316,254 103,497 408,033 302910 $99.56.8 402,200 408,033 d07.071 HHLOS0O
13 Motor vg{hlcl&'\ [N 95,1734 118,197 133,077 125,083 129216 129,708 133,277 [RIWOR) 132,000
14 Retail’ ... ... o o 18,091 21,514 25,404 25,000 25,752 24,564 25,304 75,689 RIORRT
15 Wholesale®. .. .. . . L 31,148 35,087 36,427 29,311 12,209 13519 30,427 L E60 13,439
16 Leasing. ... cooio s e e 15,9434 61,0640 71,546 70,7314 71,255 11O 11,540 FACAY) 100
17 Fympment.... .. ..o L {5,452 157,053 177,297 171,239 172,654 173,183 177291 176,159 176,051
18 Retal 35,518 39,080 48,843 42821 14,007 41194 48,848 10109 19,165
19 Whalesate™ . ...oooooo00 Lo L Lol 8,001 9,678 10,266 12210 H1L58E 10,889 10,266 9,233 8875
20 Leasing . 5 101,938 108,595 118,188 116,206 1379 LIS, 100 118,188 117817 118911
21 Otlier busmess” © o000 oL 53,997 61,495 05,463 06,011 060,238 06,078 05,308 06, K40 08,192
22 Seewitized business assets! 21,642 25,852 32,006 10,507 §E452 12,64 12,000 32380 h200
23 Retaid ... ... L 2,869 4,494 4,724 4,818 4580 1971 Hi23 4,407 1080
24 Wholesale. 10,584 14,820 21,427 19,773 20,390 21,208 21,407 21030 RERIEY
25 N /179 6,942 6,040 5916 O,1/0 Gehiy 0,040 0,781 0,195

1. Includes inaee company subsihaties of bank Tioldiig companes but ot of tetailers
and banks Data are before deductions for uncarned meome and osses, Data in this table also
appeas inthe Bowd's G20/ (422) monthly statistical telease Tor ordering addiess, see mside

fiont covel,

2. Includes all loans secwed by liens on any type ol weal estate, tor example, (st and jumor

i tgages and home equity loans

4. Includes personal cash loans, mobile home loans, and Joans 10 porehase other types of
vonstined goods sucli as applarces, appatel, genctal merchandise, and wereation velueles,

4. Outstanding balances ol pools upon which securities have heen tssueds these: balanees
ate no fonger carned on the balance sheets of tie loan ongmatm

3. Passenger can fleets and commeteral fand vehieles Tor which Teenses e requised,

6, Credyt ansing from tansactions hetween manulacturens and dealers, tat s, loor plan

tinancing

7. Inddudes loans on connnerdial acconnts weeevable, tactored conmmercral accounts, and
recetvable deaker caputal; small loans used promarily for busmess or tume punposes: and
whaodesale and Jease papes Tor mobile homes, campers, and tavel nailers
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1.53 MORTGAGE MARKETS Mortgages on New Homes
Millions of dollars except as noted
1995 1996
Item 1993 1994 1995
Sept. Oct. Nov, Dec. Jan. Feb, Mar.
Terms and yields in primary and sccondary mackets
PRIMARY MARKETS
Terms'
1 Purchase price (thousands of dollars). . ............... 163.1 170.4 t75.% 1748 174.3 178.6 1%1.7 179.2 184.7
2 Amount of loan (thousands of dollars). . .............. 123.0 130.8 134.5 1318 133.0 1364 1409 IRER 143.2
3 Loan-to-price ratio (percent) 78.0 78.8 78.6 78.1 778 789 79.1 77.3 80.3
4 Maturity (years). ... 26.1 275 277 2840 26.6 217 276 277 278
S Fees and charges (percent of loan .mmunl) ........... 1.30 129 1.2t 1.20 1.1t 1.22 1.21 107 1.24
Yield (perce nf per year)
6 Contract rate’ | 7.03 7.26 7.65 7.50 7.39 7.27 7.20 705 T0 7.25
7 Effective raie’! 7.24 747 7KS 7.69 7.58 740 740 7.32 7.20 749
% Contract rate (HUD serics 1.37 8.58 8.0 778 7.62 746 7.30 7.23 7.56 7.97
SECONDARY MARKETS
Yield {percent per ve
9 FHA mortgages (St 746 R.08 R.I8 8.03 7.61 7.51 7.82 7.1 7.57 R.0u
10 GNMA securities” . ..o 6.65 7.96 7.57 7.26 7.16 7.01 682 6.7t 6.85 740
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOUCIATION
Maortgage holdings (end of pw iod)
1 Total . . 190.861 222,057 2535114 241378 240,234 249928 253511 255619 2537970 262014
12 F HANA msuud 23857 27.558 28.762 2K.726 28.765 28901 28.762 28,622 28502 28744
$3 0 Conventional . ... oot e 1674004 194,499 224749 212,652 27469 221027 224749 226997 229468 233270
14 Mortgage transactions purchased (during period) . ... ... 92,037 62,389 56,398 5.002 7443 6,148 6.243 4510 537N T.081
Moriggge commitments (during period)
£S5 Issued’ . B 92,537 54,038 56,092 6,019 6732 6038 4.763 7013 6.293
16 To sell® 5097 £.820 360 v [}] 10 4] 4] 29
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings tend of period)®
55012 72,693 107424 94,989 99,758 102,997 107,424 111143 114.793 117420
18 FHA/VA insured 321 276 267 281 276 271 267 226 223 20
19 Conventional . ... . ..o i i 54.691 724106 107157 94,708 99482 102,720 137,157 H09Y? L14.570 117.200
S . 229,242 124,697 98470 11458 11.092 9989 13108 13357 10,891 11,984
20 Sales. ..o 208.723 17,010 85.877 10,239 9856 9011 1712 18624 9,733 11.384
2 Mortgage commitments contracted (during period)” . . ... 274599 | 136067 | 118659 12,469 10,388 11,339 14.609 12,765 10,378 14,520

1. Weighted averages based on sample surveys of morigages originated by major institu-
tional lender groups for purchase of newdy built homes: compiled by the Federal Housing
Finance Board in cooperation with the Federat Deposit Ensurance Corporation.

2. Includes afl fees. commiissions. discounts, and “points™ paid (by the borrower or the
sellery to obtain a loan.

3. Average effective interest rate on foans closed for purchase of newly built homes.
assuming prepayment at the end of ten years.

4. Average contract rate on new commitments for conventional first mortgages: from U.S.
Department of Housing and Urban Devetopment (HUD). Based on transactions on the first
day of the subsegquent month.

5. Average gross vield on thiry-year. mmimum-dowapayment first mortgages insured
by the Federal Housing Admin on (FHA) for immedine delivery in the privae
secondary market. Based on transactions on first day of subsequem month.

6. Average net yiclds 10 investors on fully modilicd pass-through securties backed by
morigages and guaranteed by the Government Natonal Mortgage Association (GNMA),
assuming prepaymient in twelve years on pools of tharty-year mosgages msured by the
Federal Housing Admimstration or guaranteed by the Department of Vetesans Ailaiis.

7. Does not inctude staadby commiments issued, but ncludes standby comminuenis
converted.

8. Includes parhicipation loans as well as whole loans.

9. Includes conventional and government-underwritten loans. The Federal Home Loan
Mortgage (orpnr aton” > mortgage comontments and mortgage transactions inchude activity
s, whereas the corresponding data jor FNMA

exclude swap activity,
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1.54 MORTGAGE DEBT OUTSTANDING'
Millions of dollars, end of period
1994 1995
Type of holder and property 1992 1993 1994
Q4 Ql Q2 Q3 Qr
LALholders. .. ... . 4,092,984 4,268,919 4,475,242 4,475,242 4,516,816 4,584,661 4.660.895 4,724.076
By txpe of property
2 One- to four-family rcsldenu.s ............................... 3.037.408 3.227.633 3.432.165 3.432.165 3,466,026 3524474 3.591.013 3.640.099
2 Multitamily res . 274234 270.796 275,304 275304 276.398 2800390 284.237 289,187
+ Commercial . . 700,604 689.296 684.803 684,803 690,988 695947 701225 710498
S Ram . e 80.73% RE194 82971 82971 83403 83.850 84, 4"0 84.292
By tvpe of holder
6 M-Ijt‘r tinancial ISHILONS ... 1.769.187 1.767 835 LRIS810 1.815.810 1.841.815 1.868.175 1.895.285 1.901.935
7 Commercial banks® 894,513 940.444 1.004,280 1,004,280 1.024.854 1053048 1.072.780 1.080.320
8 One- 1o four-family 507.780 556,538 611,697 611697 625378 648,705 662,126
9 Multitamily. . 38.024 38.635 38916 38916 39,746 40.593 43.003
10 Commercial . 328,826 324,409 33,000 33L100 336.795 340176 343,826
11 Farm....... 19.882 20,862 22.567 22,567 22,936 23,575 23.824
12 Savings institution 627972 598.330 596.199 596,199 601,777 599.745 604.614
13 One- to four-family 449,622 469.959 377499 477499 483,625 482,005 489,150
t4 Multifamily. . 69.791 67.362 61,0 64.400 63.778 63.569
5 Commercial . 68.235 60.704 54,01 54.011 54,085 S1.604
16 Farm.......... 324 305 289 289 288 291
17 Life insurance companie 246,702 229061 215332 215,332 205,184 217.892
I8 One- 10 four-family 11,433 9,458 7.910 7910 7.892 R.006
19 Multifamily. . 27770 25814 24.306 24.306 24250 24.601
20 Commercial . 198,269 184,305 173.539 173.529 173,142 175,643
2t £ 231 9222 9484 9,577 9.577 9.900 9.643
22 Federal and related agencies ... oo 286,263 328,598 323491 3233491 319.770 314.358
23 Government National Mongabu Association . 30 2 6 6 15 2
24 One- to four-family . 30 15 6 6 15 2
25 Multifamily. . ... 0 7 0 0 0 li]
26 Farmers Home Administratio +1.695 41.386 41781 41,781 41.857 41.858
27 One- o four-{ 16912 15.303 13.826 13826 13,507 12914
28 Multifamily. . 10.575 10,940 11.319 11319 11418 1.557
29 Commt.rtidl 5158 5.406 5,670 5.670 5.807 6,096
R'H] 9.050 9.739 10,966 10.966 11.124 11,291
3l h,dur.xl Housing nd Vx.l 12,581 12,215 10,964 10,964 10.890 9535
32 One- to four-t; 5.153 5.364 4.753 4753 4715 4918
Rk} Multifamily. . 7,428 6.851 6.211 6.211 6.175 4617
24 Resolution Trusl P 32045 17.284 10,428 10,428 9,342 4.889
35 One- 10 four-family ... .. 12,960 7.203 5.200 5,200 4755 229
36 Mulsifamily. . ... 9,621 5.327 2.859 2.859 2494 1.420
37 Commercial . 9404 4.754 2369 2,369 2.092 L170
RH Farm . ... 0 0 0 0 0 o
39 Federal Deposit Insurance (,urporauon, . 0 14142 7.821 7.82% 6,730 5018
40 One- 10 four-family . ............ 0 2.367 1.049 1.049 840 618
41 Multitamily. . ... 0 1.426 1,595 1,595 1,310 1. Hi 722
42 Commercial . [} 10.319 5477 5177 4.580 4173 3.674
43 Farm......... AN [i] 0 0 0 0 0 0
44 Federal National Mortgage Association . 137.584 166,642 178.059 178,059 177.615 178,462 182,229 183.782
45 One- 1o four-family . ............ 124016 151,310 162,160 162.160 161.780 162,674 166,393 168.122
46 Multitamily. . . .. 13.568 15.332 15.899 15499 15,835 15,788 15,836 15.660
47 Federat Land Banks 28,664 28.460 28,555 28,555 28,065 28,005 280451 w019
48 One- to four-famnily 1.687 1.675 1.671 1.671 1.651 1.648 1.656 52
49 Farm . 26977 26785 26,885 26.885 26414 26,357 26,495
50 Federal Home Lo 33.665 48.476 45.876 45876 45.256 44,224 42,678
51 One- to four-lamily . . 31,032 45,929 43,046 43,040 40,963 39244
52 Multifamily. ... 2,633 2,547 2.830 2830 3.261 3434
53 Mortgage pools o trusts™ ..o 1434264 1.563.453 £.716.209 1,716,209 1.731.272 1.759.314 1.797.162 1.849.640
54 Government National Mortgage Association 419516 414066 450,934 450,934 154401 457101 463.654 472.298
55 One- 10 four-lamily PN 410675 404.864 441,198 441,198 444,632 446,855 453,114 461453
56 Multifamily........ .. 8841 9.202 9.736 9.736 9,769 10,246 10.540 10.845
57 Federad Home Loan Mo Corporation . 407,514 446,029 4R6,480 486,480 488,723 496,139 503457 517.609
58 One- to four-(: e .. 2 441 494 483.354 483,354 493,105 500,504 514796
59 Multifamily 5989 4.535 3126 3.120 3.034 2953 24813
o0 Federal National Mortgags 444979 495,525 530,343 530,343 543,669 559.585 582,959
6] One- 10 four-family . . 435979 146,804 520,763 §20.763 53391 548,400 569,724
62 Multifamily. .. .. 49,000 872t 9.580 9.580 10578 11185 13.235
63 Farmers Home Admin kh 28 19 19 12 {1
o4 One- 10 four-tamily . 8 5 3 3 2 2 2
63 Mulsifamily. . . .. 0 0 0 0 0 0 0
00 Commercial . 17 13 9 9 6 5 5
67 Farm ... ... 13 10 7 7 3 S 5 4
08 Private mongage condui 162,217 207.806 248.433 248433 25487t 262,393 270454 276,763
(] One- 10 Tour-family . i40.718 173.635 196.733 196,733 201,314 205,018 209713 208,354
0 Multifamily. . . 6.305 8.701 14925 14,925 15743 17.281 18,903 22,436
71 Commercial . . 15.194 25469 36.774 36,774 37314 40,094 41,838 45972
72 Farm o e 0 0 0 0 0 0 ) 1]
73 Individuals and others® ... 603.270 609.032 619,732 619,732 623.960 641.964 654,089 662,092
74 One-ofour-family ... 447.871 435,709 361,297 461.297 464,252 480,834 191,954 498,452
75 Multifamily 64,688 65.397 69.602 69.602 70.305 71.049 71896 72,763
76 Commercial . ... 75441 73917 76.153 76,153 76.667 77.284 77.368 78025
TT o oFamn . 15.270 14.009 12,681 12,681 12.736 12.796 12872 12,853

. Multitamily debi refers 10 toans on structures of five or more units,

2. Inctudes foans held by nondeposit trust companies but not loans held by bank trust
dup.mmuu\

. Includes savings banks and savings and loan associations.

4 FmHA- Luur.nnu.d seeurities sold 1o the Federal inancing Bank were reallocated from
FnllA mortgage pools o FimHA mont holdings in I98604 because of accounting
changes by the Farmers Home Administration,

3. Oustanding principal balances of mortgage-backed securities insured or guaraniced by
the agenes indicated.

ent trusts, state and local

6. Other holders include mortgage ¢
credit agenc
finance companices.

SOURCE. Based on data from various institutional and government sources. Separation of
nonfarm mortgage debt by type of properny. if not n.p(lrlt,d directly, and interpolations and
extrapolations, when required for some quarters, are estimated in part by the Federal Reserve.
Line 69 from Inside Morgage Securities.

panics, real estate i
e and local retirement funds, noninsured pension funds, credit unions. and
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1.55 CONSUMER INSTALLMENT CREDIT'

Millions of dollars. amounts outstanding. end of period

1995 1996
Holder and type of credit 1993 1994 1995
Sept. Oct. Nov. Dec. fan” Feb.
Seasonally adjusted
1 Total .. ..o 790,351 902,853 1,024,809 993,843 1,005,178 1,015,029 1,024,809 1,035,691 1,047,710
2 Automobile 280,566 317.237 353,320 341,155 344,671 349,138 353326 356.261 359316
3 Revolying. . . 286,588 334511 395.234 382,094 387,180 390,123 395,234 400,826 07173
40ther . .......oiiiiii 223,197 251.106 276,249 270,595 273.326 275.768 276.249 278,604 281,220
Not seasonatly adjusted
STotal........oooiiii 809,440 925,000 1,050,642 996,525 1,005,423 1,018,961 1,050,642 1,045,618 1,046,116
By major holder
6 Commercial banks................ ... 367.566 427.851 464993 449,502 451.232 453.690 464,993 459,740 459,324
7 Finance companies 116,453 134,830 152,059 146,202 148,681 147,093 152,059 151.849 153,303
8 Credit unions . ... 101,634 119,594 132,033 129,027 130.261 130,970 132,033 131,587 131,259
9 Savings institution: 37,855 38.468 38.500 38.894 38,500 38.500 38.500 38,500 38.500
10 Nonfinancial busin . 55,296 60,957 57497 54177 54.607 53.139 57.497 54,702 52,940
11 Pools of securitized assets™ .. ............. 130,636 143,300 205,560 178,723 182.142 195.569 205.560 208.240 210,790
By major 1ype of credit®
12 Automobile ............ ... 281,458 318.213 354,395 344.401 347513 351,024 354,395 354,520 356,777
13 Commercial ban 122.000 141,851 151.057 148,901 150,782 149.905 151,057 152,290 153,173
14 Finance companies AN 56,057 61,609 70,061 68.857 70,816 oR.167 70,061 70,847 72,658
15 Pools of securitized assets™. ............ 39481 34918 43,666 37.476 36453 43.240 43,660 4190t 41,495
16 Revolving. .. ...t 301,837 352266 416,187 380,341 384,625 392,689 416,187 409,293 406.898
17 Commercial banks 149,920 180,183 198.076 185,572 186.463 189.405 198,076 189,317 186,974
18 Nonfinancial bus . . 50,125 55.341 51971 48,968 49.358 47.839 51971 49267 47.571
19 Pools of securitized assets™ . ............ 79.878 94376 142721 123.749 126.739 132978 142,721 147,522 149.280
200ther .....ovviviiiiii i 226.145 254,521 280,060 271,845 273,285 275.248 280,060 281.805 282441
21 Commercial banks .. 95,646 105817 115860 115029 113,987 1414380 115.860 118,133 119177
22 Finance compani 60,396 73.221 81,998 77.345 77.865 78926 81,998 81,002 80.645
23 Nonfinancial bus . 5171 5.616 5.526 5.271 5.249 5.300 5.526 5.435 5.363
24 Pools of securitized assets™. ... ......... 11.277 14,006 19,173 17.498 18.950 19.351 19.173 19817 20015
1. The Board's series on amounts of credit covers most short- and intermediate-term credit 3. Includes ilers and gasoline compani
exiended 10 individuals that is scheduled to be repaid (or has the option of repayment) in two 4. Outstanding balances of pools upon which securitics have been issued: these balances
or more installments. Data in this table also appear in the Board’s G.19 (421) monthly are no longer carried on the balance sheets of the loan originator,
statistical release. For ordering address, see inside front cover. 5. Totals include estimates for certain holders for which only consumer credit totals are
2. Comprises mobile home loans and all other installment loans that are not included in available.
automobile or revolving credit. such as loans for education, boats. trailers. or vacations. These .
{oans may be secured or unsecured.
1.56 TERMS OF CONSUMER INSTALLMENT CREDIT!
Percent per year except as noted
1995 1996
[tem 1993 1994 1995
" Aug. Sept. Oct. Nov. Dec. Jan. Feb.
INTEREST RATES
Commercial banks®
f 48-monthnewear...................... 8.09 8.12 9.57 9.44 na. n.a. 9.26 n.a. n.a. 9.12
2 24-month personal .. ............ .ol 13.47 13.19 13.94 13.84 na. n.a. 13.80 n.a. n.a. 13.63
Credit card plan
3 All accounts na. {5.69 16.02 15.98 na. n.a. 15.81 n.a. na. 15.82
4 Accounts assessed interest ... ... n.a. 15.77 15.79 15.94 na. n.a. 15.71 n.a. na. 15.41
Auto finance companics
5 Newcar ... 948 979 11.19 10.85 1075 10.89 H).84 10.52 974 9.86
6 Used car 12.79 13.49 14.48 14.23 14.12 14.06 13.98 13.83 13.27 13.28
OTHER TERMS®
Maturity (months)
TNEWCAr (oo 54.5 54.0 54.4 535 534 54.6 54.5 536 518 523
SUsedcar ...l 48.8 50.2 522 523 523 523 5§22 518 522 52.1
Loan-to-value ratio
9 New car. .. . e 91 92 92 92 92 92 92 92 92 91
O Usedear.......ooiiiii i 98 99 99 99 100 99 99 99 9% 98
Amount financed {dollars)
PP Newear ... 14,332 15375 16210 16.056 16,402 16,430 16,583 17,034 16,698 16,627
12 Usedcar. ..o, 9.875 10.709 11.590 11.662 11725 11.883 12012 12,152 12,059 11.990
|. The Board's series on amounts of credit covers most short- and inlermediate-term credit 2. Data arc available for only the second month of each quarter.
extended 1o individuals that is scheduled 10 be repaid (or has the option of repayment) in two 3. At auto finance companies.

or more instaiiments. Data in this table also appear in the Board's G.19 (421) monthly
statistical release. For ordering address. see inside front cover.



1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'

Billions of dollars: quarterly data at scasonally adjusted annual rates

Flow of Funds

A37

1994 1995
Transaction category or sector 1991 1992 1993 1994 1995
Q2 rQS | Q4 Qt ‘ 2 Q3 I Q4
Nonlinancial scctors
1 Total net borrowing by domestic nontinancial sectors. .. .|  480.6 5453 6259 617.0 716.7 581.2 579.9 654.3 839.7 879.3 529.6 | 6184
sector and instriment
2 vernment . 278.2 040 256.1 1559 1444 131.3 135.6 266.8 2028 65.8 424
3 Treasury securit . 2920 303.8 248.3 155.7 1429 126.6 1328 268.0 20.2 65.4 37.2
4 Budget agency issues and morigages . ~138 2 78 2 1.5 47 29 -12 1.6 4 5.1
SPOVIMC ..o e 2024 2413 369.8 4ol.1 572.3 9.9 4443 504.2 5729 676.5 463.9 576.0
By instriment
6 Municipal securiti 87.8 30.5 748 ~293 -20.7 -58.4 ~538 -48.2 =95 | 130 | =180
7 Corporate bond 78.8 67.6 75.2 23.3 374 154 6.2 55.3 499.0 6.7 848
8 Morgages. ... 1584 1309 157.2 196.5 194.2 2039 2135 217.7 236.1 2782 1 2420
9 Home mortgagy 173.6 187.6 1879 2045 186.2 208.8 219.8 192.1 203.8 2446 191.2
10 Multifamily . -55 - 104 -6 1.3 4.0 5.6 —4.2 26 14.2 13.7 18.0
Nl Commerscial. . ... i - 10.0 ~478 ~25.0 <111 1.1 —-127 -34 2.2 16.3 17.6 334
12 Farm . ... 4 14 5 1.8 29 22 1.4 1.7 1.8 23 -3
13 Consumer cre — 148 7.3 589 120.2 120.8 1248 165.2 938 158.4 19.6 161.8
14 Bank loans n.c. —30.9 -13.7 LR 727 587 97.% 77.1 146.6 97.3 854 69.5
15 Conunercial paper. . . . — R4 8.6 10.0 214 9.7 204 235 238 315 16.0 4.
16 Other loans and advances ... ... -48.5 10.1 -10.2 554 40.8 354 724 845 58.0 269 40.0
By borrowing sector
17 Houschold 182.7 200.7 246.5 360.3 3730 3499 379.7 419.1 303.5 3904 4018
18 Nonfinancial bu -61.9 195 610 [44.3 250.8 1394 130.0 153.6 3168 3024 178.3
19 Farm 21 1.3 2.0 28 1.7 78 24 =240 9 3.6 4.3
20 Nonfarm noncorporate. . ... -11.0 160 7.0 12.1 379 10.0 8.8 16.5 51.3 34 98
M| Corporate. .. ... 330 241 520 1203 219 121.7 L18.8 139.1 264.6 2643 1441
22 Sue and focal government 816 21 623 -434 ~5t5 -39.5 —65.4 - 08.5 -47.5 - 16.3 6.2
23 Foreign net borrowing in United States .. ... ... .. 148 22,6 68.8 -20.3 67.4 -342 19.6 335 614 404 97.5 701
24 Bonds ....... 150 15.7 813 7.1 47.3 =174 20.8 277 135 199 55.0 70.8
25 Bank loans n.c. EN| 23 7 1.4 8.3 -4.5 47 -5 8.1 5.6 8.2 1.3
26 Commercial paper. . . 6.4 5.2 =9.0 =273 13.6 =52 -84 59 319 =14 39 -4
27 Other loans and advances -9.8 -.0 -4.2 -6 -8 =71 22 4 1.9 -4.0 34 -8.6
2% “lotal domestic plus foreign. . .......... ... ... ... .. J95.4 568.0 694.7 596.6 784.1 546.9 599.5 687.8 901.1 919.7 627.2 688.5
Financial sectors
29 “Total net borrowing by financial sectors . ............ .. 154.5 240.1 290.8 459.4 455.9 3801 419.7 S48 2649 433.6 461.7 663.5
By insiruwent
30 UGS, government-related ... 145.7 1558 1642 2843 2645 2457 317.5 93.0 197.7 230.1 3335
31 Govermuent-sponsored enterprises securitie: 9.2 40.3 806 176.9 146.6 i52.1 249.0 629 127.2 101.5 142.2
32 Mongage pool seeurities . . ... 136.6 Hs.6 LX) 121 1179 3.6 68.5 30,0 70.5 128.6 191.3
33 Loans from U.S. government . Q0 0 K] ~4.8 0 0 0 0 0 0 .0
MPrvaC. ..o s 8.7 84.3 126.6 175.2 g 115.5 174.0 2273 1720 236.0 2316 3299
35 Comporate bonds 08.8 K28 119.8 134 180.8 96.4 99.5 96.5 155.7 1742 170.2 2231
36 Morgages .. .. .5 0 kX 9.8 5.3 124 12.0 49 5.2 5 5.2 5.6
37 Bank loans n LR 22 —13.0 -123 8.0 -274 -1L7 1.9 =30 7.4 6.6
38 Open masket paper .. ... -32.0 -7 -6.2 416 42.6 4.3 413 859 RESS 433 54.6
39 Other loans and advanees ... 373 -0 24 226 5.7 298 Rk 381 -245 5.9 0.1
By borrowing sector
40 Government-sponsored SEIPIses .. ..o oou v 9.1 40.2 80.6 1721 108.5 146.6 152.1 249.0 629 127.2 108.5 1422
41 Federally related mortgage pools ... ...l 136.6 115.6 83.6 112.1 105.1 1179 9Y3.6 68.5 30.0 70.5 128.6 191.3
42 Private financial sectors, ... 8.7 843 126.6 175.2 2424 1155 174.0 2273 172.0 2360 2316 3299
43 Commercial banks. . . - 10.7 7.7 1.6 9.9 9.7 1.6 239 4.1 6.3 8.2
44 Bank holding companies . ~25 23 8.8 10.3 153 10.1 1.3 16.0 13.3 238
45 Funding corporations. . 6.5 132 29 242 45.2 -10.5 47.3 il 615 217
46 Savings institutions . . . —44.7 -7.0 1.3 128 34 38 148 36.1 - 189 =7.2
47 Credit unions . 0 0 2 2 -1 2 5 2 -3 =1
48 Life insurance companics 0 0 2 3 - 0 .0 1.3 0 .1
49 Finunce companies 17.7 -6 2 50.2 N K 63.6 16.3 57.3 831 57.2
50 Mortgage cosapanics . -24 8.0 0 -11.5 29 -18.2 -7.0 1.1 -74 148
51 Real estate investment trus 1.2 3 34 137 54 153 18.8 6.3 5.2 5.2
52 Brokers and deale 37 27 12.0 3 =5.0 3 -76 19.3 -295 -1
53 Essuers of asset-ba 529 8.6 83,0 645 1141 385 554 74.5 58.8 1022
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'—Continued

1994 1995
Transaction category or sector 1991 1992 1993 1994 1995
Q2 Q3 Q4 Ql Q2 Q3 Q4
All sectors
54 Total net borrowing, all sectors..................... 649.9 | 308.0 9855 | 1056.0 | 1.240.0 | 927.0 | 1,019.2 | 1,232.6 | 1,166.0 | 1,353.4 | 1.088.9 | 1.351.9
55 U.S. government securities . ........... ... e 424.0 459.8 420.3 4449 3580 3958 381.3 467.5 3598 400.5 2959 3759
56 Municipal sccurities. . .. .. 87.8 30.5 748 -29.3 —472 | 207 ~584 ~-53.8 ~48.2 ~9.5 | —t13.0 —18.0
57 Corporate and foreign bond: 162.5 166.1 276.3 i43.8 303.0 116.4 135.7 130.4 2245 323.1 2859 378.7
58 Mortgages ............. 158.9 131.5 160.8 206.3 248.8 206.6 2159 2184 2230 2414 2834 2476
59 Consumer credit —148 73 589 1212 130.8 129.8 124.8 165.2 938 158.1 109.6 161.8
60 Bank loans ne.c.. -29.4 -93 -85 618 116.0 268 90.1 78.5 1517 124.1 100.7 874
61 Open market paper .. ... —440 3.1 =5.1 357 743 88 59.6 115.3 99.5 60.4 90.2 47.1
62 Other loans and advances . .................... .. ... -95.6 89 8.0 7.7 56.2 63.5 70.2 1110 61.8 554 36.2 71.5
Funds raised through mutual funds and corporate equitics
63 Total net share issues .......................... ... 2094 2949 442.1 150.8 157.1 2639 113.2 -8L1 18.1 169.2 190.1 250.9
64 Mutuat funds .. ... 1472 209.1 3237 128.9 1711 199.6 129.7 -12.6 65.1 174.1 195.7 249.7
65 Corporate equities . . 62.2 85.8 118.4 219 -14.1 64.3 - 16.4 -685 | —469 -49 -5.6 1.2
66  Nonfinancial corporation: 183 270 213 -~44.9 =76.0 =20 =500 | 180 | -684 -59.6 -98.8 -77.2
67  Financial corporations. ... ............ . 133 28.1 36.6 244 14.2 204 10.5 16.3 8.7 17.7 1.2 19.0
68  Foreign shares purchased by U.S. residents........... 30.7 307 6.5 42.7 478 459 231 332 12.8 370 82.0 594

1. Data in this table also appear in the Board’s Z.1 (780) quarterly statistical rclease, tables

F.2 through F.5. For ordering address. sce inside front cover.



£.58  SUMMARY OI FINANCIAL TRANSACTIONS!

Flow of Funds

Bullions of dolliars eacept as noteds gquarterly data at seasonally adjusted annual rates

A3Y

190y 1995!
Transachon calegony o secion 199l 1992 1993 199} 199> - - - - - -
L 2 04 O I Q2 O3 01
- — - R N j [UURE B I U U R S
NiL LENDING INCREDIT MARKI 1S
I Total net lending in eredit nrarkets 6499 808.0 YR58 10560 | 12400 927.0 | 1,019.2 [ 1,232.6 | Llo6 | 1,3534 | LSEY [ 1,351.9
2 Prvate domeste qonfin ad secors M 9.2 062/ 2509 105.1 7959 205 ) RR R 0 28,5 147 1471
Vo Households . Y R0 Vil 2918 516 76 J8Y 330,7 19,1 99 - (RIS 5.4
4 Nontarm noncorporate busiess R | O 7 9 [ / 49 3 PO 10 D
S Nonbiancial corporate iasimess 3077 VR 213 519 Y R 3 81 RS2 s A7.3 i)
6 State and local govermments 508 o1 kY IO 139 710 170 1w 7 L% 105 / /.49 167 1
7 US povenment s 119 18.1 240 RN I4o 1.3 20 (R 213 230 JON
& Rest ol the worfd IR g8 2 1283 [REN) 200 ({2 IRV 29 REN ] 1159 TR 1598
O Tanancial sectors L. - 5220 6315 8128 06930 | LOv/ 0 60204 6879 100 DRTER N B I LU RBE2 | L3
10 Goverament spousared enterprises (R 08 8 90 2 1232 4 1009 1254 1750 (RIS 8G9 S08 166.8
L Federally selated mostpape pools 1066 HY 6 836 o 1051 /o PRRG a8 s 300 e 180 1l
12 Monetary authory AN 219 36,2 515 12.7 2 RN 00 16 3 208 1.1 2H
13 Commerewl banking .. . Lo 80K 95,3 1120 16031 2000 178 1534 1/4S 27 310,60 TS IRRXY
14 US chatered banks . 38,/ [ON] 96 [N (866 P36t 1550 /2 (K14 2204 07y 129
15 Foreign hanking ollees e Hnaded States AR 165 98 [N /5.3 100 [0 56 (S8 K 830 B (]
16 Bank holding companies 1.5 5.0 0 94 ! 2 ) 2 20 a7 4o 00
1 Banks m ULS, alblided aeas 1.9 3./ 2 8 1.9 2 20 83 R 1O (K] |
18 Tunding coporations 8.2 1.7 19| 270 08 N6 s {1 1.1 .60 220 2.8
19 Fhstc wstiatons 1.46,1 [ 17 LRRY] 200 A NIR 3201 R, 0. ) 1.6
200 Dife msurance companies 80 5 78 1009 a6 3 8 G Jo7 hUNY 79 {324 1312 10 9t s
20 Other msutance companies 00 [ 1 219 o 23 253 IO 192 217 R AR
22 Prvate pension lunds N Ho1 (A 47.0 6.3 [OR] (R "y WRY 872 b s 6l 0
23 Stte and locak poversment ietieenwent hunes 4y 230 198 9.4} 327 0.1 (A 66 024 32 S0 12,1
2 Fnance compasties 0.2 A 9.0 038, Hil ol 2 [N 80,1 918 /0.1 [ Y]
25 Mongage companies (NI | 0 29 59 364 1HD 2 Tl RO 73 6
20 Mutual tunds K0 | 126 1595 71 515 AR R 29,4 104 W 206 S8 620
27 Closed end fmnls . . 128 18.. 110 8.5 .8 1.6 1o 1o 38 a4 8.1 50
RE Money kel mutual tunds . AR I 20044 3.0 36,5 RIXE 577 R AR A 135.2 (R ['16
20 Real estate myvestment tasts (REFES) ) 11 0 N 1.8 0.0 R ) I8 1% 1y 1.9
3 Biokers amd dealers . . (A [} 118 A R7 4 577 JLe 80 009 116, I8 1770
o Asset-backed secutitios issucrs 1ABSs) WY 538 809 578 1008 AR 16,3 S o/ YR 1ov 4 156.9
12 Bask personal Liusts o0 8 P /1 1 I / I 1o L8 [ 8
RELATON OF TIARIETIIES 1
1O PINANCIAL ASSEIS
13 Net flass thirough credit markets G499 K080 9835 LO5A6 | 1,240.0 Y270 Lo1v.2 | 1,232.0 | 1,160.0 1,353.4 | 1,088.9 13519
Other fiuancial somees
3 Odlicial Toeipn exchange . Y 16 8 I8 8 16 i 8.0 /8 0.3 90 19
35 Speatal dinwing nights cortiheates 0 2.0 () 0 20 0 K 0 0 ( R0 4
36 Ticasuy cureene 8] ! 4 7 o .0 8 N / N 8 .0
37 Dile msuranee jeserves 87 YR 35.2 Mo {38 "y 6/ 7 o SO .9 WO o
I8 Penston hund jeserves tO8 2 2806 AV 248.0 REL I 207 280 RORIS 02y o7 2012 1on 2
19 Interbank ctanns . 3 [R38} a0 Ru.1 67 1/ 11 08 171 2R I SO 7
W Checkable depostts and cnrency O 1S 173 DN 12.6 d19 600 10s 428 1345 1905 6.1
SE Sl te and savings deposits 1.5 512 703 Ao 89 5 815 S8 .Y 181 110 107 6 12013
42 Large e deposuts Rl e} AR RETY 1906 B0 S 16 Eautl 65 16 R O iy 27
43 Money market fund shares 6 S 0 443 1423 i S04 86 5 54,9 FARR L [RER
4F Secunty repurchase apecinents 165 AENI 110 813 110.7 1660 86 () 919 1618 1307 han H5.0
1 Toreen deposits 0.5 35 18> 458 420 SO 28 979 [ K6 8.0 o
16 Muotual tund shines [RYAN 200,1 ERR NS 1259 171.1 IBON{) 197 126 (5 17410 195.7 219,/
17 Corporale equities 62 K38 1184 209 [+ 0l 1641 O8.Y 10,9 49 NG 12
A8 Secunty aedu SEd to 611 i 200 207 394 3710 10/ 0.8 351 6.9
4 Tade payables o o 38 e 101 [RR Bt 150 3% (ot 375 K12 711
50 Taxes payable . 6 85 R 30 17 18 1.1 [ (51 44 1 94
ST Natcorporale proprcton’ equiy 2 69 10 38 50 30 8 JO 0 R RO 0 A% 4 360
52 Investment m bank personal sty 16 71 Lo 1IR3 (ER] RE 2h6 Hw o REE) 2N 180
53 Miscetlancous . Ry W 06 3 26549 J09 8 1294 209 1) AANI 1066.0 H7 DA SO 6
54 Total financial sources LA S 17928 1 2,269.8 | 2,103.8 [ 27490 § 1,946.2 | 19655 | 23484 | 2,502.3 | 3,273.6 | 2385.3 | 2,827.2
Hoars not ictuded in assers ()
55 WS govenmnent chechable deposits 131 / 1.5 AR 60 ¥ I [N 13 16.3 38 243
56 Other checkable deposies +a I 13 R 38 1S 33 24 L) 39 45 b2
57 hade ciedit .. 36,1 a3 ) 3.0 h 203 160 297 S 194 0.0 (115
Frabdities not wdentifred as assets © )
S8 reasiny cunency . O ) 2 2 4 ) 2 4 . + 3 9
59 Intetbank clamns . - 0 49 42 21 i S 101 [N b N T4 29
6O Secunity reputchiase agieetients 93 36 [N R 85 108 1 (Y ]300 I3 0l 13.6 129
af Voten deposas, 0 0 L RENY] R | Y 351 S50 [ORY 558 (6.0 &1,/ (R 15.8
02 Tuxes payable 1o A 10,1 8.5 S8 0. 18 8 8 o [ 131
03 Miscellaneous 859 h A58 109 6 07,5 3364 AN IR 2208 1751 3 R
0} Total identified to sectors as assets . A8 L ,772.0 1 2,25000 | 2,083.7 | 28108 | 2,089.3 | 2,005.7 | 2,2540 | 2,592.5 [ 3,375 | L3935 | 2,943.7
o Data i tdus able also appead w the Boad's 71 (7800 guaderly statistical releise, tables 20 Eacludes corporate equities ad matal fund shines

Eo and 7 For ondenmg, addiess, see inside ront cover,
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.59 SUMMARY O CREDIT MARKET DERT OUTSTANDING!

Billions of dolats, end of period

Lansaction catepary o secta

1 Total eredit market debt owed by
domestic nonlinaneial sectors

By sector and itz ament
2 US, govenment
3 Treaswy secunties e
b Budgel apency issues ulul mmlp.m N

5 Puvate

By st unmient
6 Municipal seaunties L
7 Corporate bonds
3 Mogages. . .
D) Homw mortgages ... . .
iQ Multdamnly u\uhnu.«l ‘‘‘‘‘
Ll Commwercral ., L
12 RTINS
13 Consinuer uuln
4 Bank loans nee. L.
5 Commeicial paper
16 Other loans and advances

By hontowmng secton
17 Houschold, . -
18 Nnn!umnuul I)\Islllk LS

v Fatm .
20 Nonfanm nuuuu]nn.lh
21 Corpordle

20 State and local wnmunnun

23 Foreign eredit market debt beld in
United States. ...

24 Bonds -

7S Bank doans re ¢ .
26 Conunewad pager L
27 Other loans and advances

[
=

“Total eredit market debt owed by nonfinancial
sectors, domestic and forcign L

20 "Total credit market debt owed by
fianeial sectors

By ustrument
30 US govemment-ielaed, e
3 Governnent- \p«mmml e unmx \uuum s
32 Montgage poal seaunties
o Loans fiom US, poveranment |
31 Pavate .
35 Coporue bond A
3 Mortgages .
¥ Bank loans nece . S
W Openmaket paper ...
¥ Othet doans i advances

By borrowing secton
SO Govermment sponsored enterprises .
41 Pederally welated mongage pool oL
2 Prvate fimanctal sectars L
A3 Commencad banks .
b Bank boldmg conpanies . 000 0 L
4y Lundimy comporations
40 Savings institations
47 CrediCumons .
A8 Lite insiance uunpumx .
49 Biance compatues
SO Morlgage compatnes
SI Reat eslate mvestinent fants 1RE ll\)
520 Brokers and dedlers .
S3 0 Issuers of asset bached secuuties (z\li\\)

S Total credit nin ket debt, domestic and foreign

55 US govermnient secinities . .-
50 Municipal secudies oo L e
57 Corporate and torerga bonds

S8 Mongages .

59 Consumer aedit

O Banh toans e,

61 Open market payn

62 Other loans and advances

(942

11,890.7

10804
el o
E8.8

RX10.3

[BRIVR
[,1545
JORR 7
LT
2728
0Y% |
8./
K046
0722
to/ 1
0865

40236
1,090.8
136.%
1122y
24370
109Ny

RIRR |

L6 ?
230
kN
654

12,2007

30249

1700
413
1.242.0
L8
1,309
AL
St
8BS
KOS
80O

+179
12720
13049
80.0
146
166
88 4

15,234.6

41955
1,302 8
20389
40911
KO0
1160.6
5790
8431

1994

194

1995 = —— 7

12,5374

33365
A0 Y
266

49,2009

1,3775
1.229.7
AI60 0
12270
2018
083,
K12
8O3
076.0
1178
6703

38200

1.88:41
N3
1.355.0
4N
143649
83K
g9
670
LRI
1089

S8S
1,355 0
14369

&Lo
1234
169.9

99

16,2403

32158
13715
2852
1,269 0
8035
1082
Bl
8al 1

13,160.6

3492 3
34656
67

2,668.1

13482
1,253.0
1505
34b322
RIUN
60723
80
9847
748.6
13492
1380

EXIERA
39211

1412
L1420
20380
Thds

3ol.6

RARY()
261
Al
506

13,522.2

3,785.7

21084
T00 60
1467 8
3]
1Lol73
969 0
187
s34
A28
1316

0006
14678
1,617 %

DAY

1336

199 3

1124

5

@
RN
8./
3L
L
5516

U.HTI.}

16407
JO0R5
282

10,2406

13011
1,428.0
L7000
3,040 1
281.2
94
hEN]
[(NERA
&18.3
1574
00,4

5.005.4
41719

1428
11RO O
28491
1,063 3

429.0

2810
3hd
S50
S77

14,306.3

4,244.3

23819
B0
1.5729
(3
1,862.3
11408
240
633
8RO
147.2

A(l‘) 1

[ K{»‘ 3
[[EEN
14849
REVE]
115.8

B

S
4923
216
65
208
665 8

17,307.9

5,000.7
1348 2
24505
RRYAR
DLRN
830.0
023
9y}

18,550.6

bOIRT
13011
2.759.6
4712400
1LHNS
960
700 4
085 4

Q4

13,8773

4,6306.7
1,608.5
282

10,240.0

1,301 1
13280
4,700,0
3,640.1
281.2
94 4
84 4
LSS
8481
157 4
790.4

5,008.4
41719

1428
1,180.0
2.849.1
1,063.3

429.0
JREO
344

55,0
817

14,306,

4,244.3

2810
8091
1,5729
QO
1,862, 1
L1498
24.0
0633
488.0
[RYA

ROV |
15729
1.802.8

1041

148.9

247.1

It5.8

4

5
4924
216
365
293
005.8

18,550.6

60187
1,301 1
21896
477241
1LILS.S

LAGQ

700.4

199.1 1995
02 04 Q4 0l 0?2 03
SN R SN NN R I
Nemtinesal sectors
12808.0 | 12,902.6 | 13,160.6 ]}‘358.7—‘ 13,5443 | 13,686.8
1,395 4 S48 31,1923 3,557.9 3,585 3,603.4
130K 0 3401 | 3405.6 15318 38567 | 1.576.5
274 2 267 264 268 209
9120 9,530, 9,0608.3 97808 9,900.8 10,083.4
13722 1,302 6 1,348 2 13y 1,398 1,300 6
12470 1,255 12550 1,260.8 [,291.6 1,306.8
ERERE 44019 44565 4406 8 4,5603.3 4,638.2
33187 33760 34322 340660 3,524.5 1.591.0
268.8 2702 2691 209.8 2733 276.8
676 3 6731 0723 6770 08 1.6 680.1
821 826 83.0 834 &39 8ehet
8310 9294 9817 Y879 10268 L0 8
705.3 7207 748.0 T8N 810.3 §26.0
1357 1387 139.2 [BDR] 1629 1633
T4 1200 138.0 1029 77044 1818
44074 45008 Loy EXOYAN 4,780.3 4 89400
3,860 9 1,885 6 30211 40012 4,085 6 41220
IS 1431 1412 [38.9 4238 1449
11456 [N RV L1420 LSS 1,163 3 1,170.4
25837 26050 26380 27107 2,779 4 28073
LLRE2 [HRRE] LS 11016 1,09-1.9 10708
348.7 3524 36l6 376.8 387.0 410.7
22) D706 2306 2479 25044 2042
2 263 20t 2872 2906 3.6
420 WY 414 S0 A8 1 558
592 380 5960 598 59 5 KL
13,1567 13,315.0 13,522.2 13,7155 13,9319 14,097.5
Famancaal sectons
3,545.3 3,648.1 37857 38515 3,904.8 4.078.0
20305 20808 21084 24927 2,245.0 2,300.2
600 3 638 3 7006 703 T8 FARIN]
14301 [ISETIR} 1467 8 14704 1,496 9 15267
0 0 (4] 0 it} ¢}
15149 15584 Lo/ 3 1,600 R 1,719.8 L7177
920.0 9448 969.0 1,007.9 1,051.4 1,094.0
14.5 t7 5 187 200 218 220
5613 530 55.3 534 5844 00,3
4103 42005 2 4541 402.8
113.8 1220 Lila 1284 [P
600 3 683 00 6 T16.3 FALE T3S
143001 14515 14678 1,476.4 14969 1.526.7
15149 1,558 % 1.617.3 1,660.8 1.719.8 1,777.7
RO.7 9260 945 DARY 994 1022
1268 120.6 1336 1370 1429 149 2
191.5 2006 199.3 2200 2299 2400
vy 7 13 1124 107.7 105.9 107.2
3 4 5 -+ A o
3 R K8 4 6 .0
BRI $0y 07 4567 RIYAN Vil
202 18~ 8.7 169 206 206
248 298 L 24 137
33 204 u3 2609 208
Al92 5340 516 50603 9149
All sectars
[ ul s | s |
16,7020 | 16,963.1 17,4079 | 17,509.1 17,8967 | 18,1754
54259 RIS R 5,000 7 575006 TRI8S 5,903.0
13722 1.362.6 13482 1,338 32 1,306 6
2,390.0 244239 2.456.5 25127 593, 2,604 9
3, 36003 G104 44152 41,5108 1,584.7 4,600.9
LN Y294 9847 9879 1,026, L0608
7807 804 4 gion 8633 KOK 2 9179
5879 S94 6235 057 6738 6927
8874 9022 9291 9481 vol.! 908, 1

985.4

1 Data s thes table also appedr o the Boad™s 7.1 (7805 quanter ly statsoeal ielease, tables
L2 htough T4 For ordernmg address, see msude Tront cover,



160 SUMMARY O FINANCIAL ASSETS AND LIABILITILS'

Billions ol dollars except as noted, end of period

I'low of Funds

Adl

1994 1995
Framsaction Gategory ot seeton 1992 1993 1994 1995 i I N }_‘ - — 17— -]~ -
Q2 Q3 04 0l Q2 03 Q4
- Y IR A S J SN SR A —
CRIDIE MARKE L DEBT O ISI/\NI)INU)
I Total credit market assets | o P 15,234.6 | 16,240.3 [ 17,307.9 | 18,550.6 { 16,702.0 | 16,963.1 | 17,3079 | 17,569.1 | 17,8967 | 18,175.4 | 18,550.6
2 Prvate domestic nonftieancd sedtors RRIYRNS 2,730.3 30125 2,903 4 28247 28930 1L,0125 2,983.7 29295 2910.3 2,903 4
3 Houscholds ... . ., 1,620.6 1,640.0 19701 20187 1,747 4 1.8395 19711 £,996.3 1.953.1 2,007.0 20187
4 Nonfanun noncorporate bhusiness 81 8.8 0.5 38.0 1 (U] 9.5 .0 9.4 REA 8.0
5 Nowfinancral cotporale busiiess 257.8 2837 135.6 3237 2985 3068 315.6 1012 19.0 W64 1247
6 State and local govermuents ., ., 15172 T00.8 a6h.3 5224 7398 708 3 006, 3 0-HLO G181 5G3.7 9224
7 UK povernment L e 2350 2307 2005 1838 2054 2120 2065 2082 197.1 1913 1848
8 Restof the wold .. . ... ..., ... (228 1400 1,520.0 1,205.4 1,240 7 125957 1,325.3 14034 14927 1,520 6
9 Fimancial sectors N el e 11,3031 [ 12,1337 34 13,9369 | 124566 1 12,6159 | 12833.2 | 130509 | 133666 | 13,5/51 | 13,9369
10 Govermnent- \|mn\n|u1 cate ||u|sn . 457.8 S548.0 6/1.2 150.1 596.0 6218 6712 06733 6958 TOR>S 7501
1 Federally selated llmllgdu 11001\ ,,,,, 1,272.0 1,355.6 1,467.8 13729 L4301 14515 146/ 8 1, 470.4 1,496.9 1,5206.7 15729
12 Monctary authonty. . P 0.4 3436.7 3082 180.8 516 1508 308 ? 1671 1757 300 SHO 8
K] Comnercid banking .. e e 29480 3,254.3 §,518.2 3,155.9 3,205.9 3,254 3 8277 35,4008 147209 3.518.2
14 U.S, chatered [mnk\ ...... 25719 28096 3,050.1 278013 282213 2869 6 2,906.5 29637 0237 1,056 |
15 Loreign banking ofiices e Unued States . 135.8 ARTA 4124 3308 345.49 33741 336 0.0 4011 2.4
16 Bank holding companies Co Lo 1.5 184 18.0 183 190 18.4 179 19.3 L/.0 8.0
L/ Baoks in US. afliliged aceas ... . oL 234 29.2 RIN 26,5 2 2.2 29.8 30.8 30 RIN|
(8 Lunding corporations NP 1625 129.8 125.6 138.7 1 308 129.8 1402 13§87 1340 125.0
19 Thdtinstwutions .. .. .. ... . ... [,134.5 1,107.6 [,1877 1,146.1 1,160.4 [la/ 6 11734 1 177.3 1,188, 1 1,187.7
200 Lafe mismance Llllll]hllll(\ . [,300.1 ],H{/ () (,595.0 1.449.0 14707 [(181.0 1,523 ¢ 1.557.1 15755 1,505.0
21 Other msutance compaies .., 8.4 4404 H7LY 4310 419.1 A46.4 4518 458 5 R 4719
22 Private pension tunds . 8117 6016 7209 6353 6459 064.6 6793 6936 T05.5 Y
23 State and local govemnment ulmmull lllll(‘\ . 417.5 466.3 KO 459,20 A543 466 3 4801 4821 4934 498.9
24 Fmance companses. . .. 4964 551.0 614.0 SHEA S0 5510 508.5 580.9 5941 614.0
25 Mostgage companies . Lo 0.5 RTA 43,3 A0 370 17.5 339 41.4 43,2 433
26 Mutual tunds .. L [P, 566.4 718.8 1703 1478 1418 T18.8 7159 7208 745.0 110.3
27 Closed el tands P 67.7 . 731 8.9 79.0 56 731 740 5.0 N 789
28 Money mauket mutual funds . 408.0 4290 4590 5455 4335 4379 4590 480 6 S508.0 A5 7 545.5
29 Real estate mvestment tusts (RE [l'\) 81 RO 133 151 1. 1413 133 148 14.2 17 [5.1
30 Hokers and dealers ... P 122/ 1375 913 1813 HOO.8 95,3 933 1010 1375 1¥/0 I8E3
31 Asset-backed seeunities issucrs U\H\s) .. 3719 458.4 5161 06169 4910 5026 5161 9278 §50.3 511 6169
32 Baak personal tiusts P 2305 2409 2480 2404 2457 PAYNS 2AR.0 24844 2488 249 2 249.4
RILLATION OF LIABILITEES
10 FINANCIAL ASSELS
3% Total eredit market debt . e 15,234.6 | 16,2403 1 17,307.9 1 18,5506 | 16,7020 | 16,9030 | 17,3079 ) 17,569.1 | 17,896.7 | 18,1754 | 18,550.0
Other labtdities
A4 Othcial toreign exchange L. 518 5344 §32 (R ) 549 555 ad.| 7.1 05.1 63/
35 Special drawig nghts cerhifie (m S 8.0 8.1 8.0 102 8.4 8.0 ¥0 8.0 102 1.2
36 "leasury ciieney. .. oo 165 170 176 18 2 173 175 17.8 18.00 8.0 182
37 Lafe mstnance reserves T L 433.0 468,27 5022 46 0 4199 4968 81587 528.1 5350 540.0
38 Pension Tund reserves oL e 40551 4471.6 EXCUARY S.435.3 4,524.0 467170 4,895 / 5,005 4 5,420.1 54353
39 Interbank clams. 1326 1893 279.7 2V s 2501 2 ") 7 2717 2655 2674 287.0
40 Deposits al imaneal Ill\lllllllllllx . 5,050.2 5,154 4,296 0 5,180.7 52124 5,206.0 5,180.5 55724 5,618,/ 3,748.4
41 Chechable deposits and coueney . . .. oL, 1,134.4 1,251.7 1,24.0.0 1,2299 1,205.0 1,242 0 1,1939 1,240.3 1,200 7 12205
42 Small tine and savips deposits . 22035 2,2232 PR R 22144 RNPEN] 20833 2,200 1 22224 22470 22727
43 Luge tme deposits L oo 415.2 RUING 41,2 379.% MO 4112 LEY 456 2 4862 491.8
44 Money market fund shaies B P 539.5 459.0 602.9 56Y.2 S5I87 6029 6340 6785 027 1453
45 \u.unly reputchase agreemients ... e 399.9 A71.1 549.4 52201 RN 549.4 004 4 6293 06556 660.1
40 Foreign deposus .o P 20677 257 6 071 2719 Rk ) 3071 6y 330.6 346.0 3401
47 Mutoal fund shaces. 9925 1,375 4 L7713 14454 L5158 L4773 1,952.8 16044 1,789.0 1.805.0
48 Security credit 2077 279.0 270.0 27900 2639 2790 209.5 2779 RO 299 6
49 “T'tade payables 995.1 [0328 I 1448 141599 1082 3 1 1d-hR INEXE: 1,198 6 L2020 2402
S0 Taxes payable ... .. m7 Rt.2 87.4 820 RO 4 87.3 9is 8R.6 914 KR
S1 Investaent s bank pu\mml lnnls . B 600 6 o913 6994 O8(L0) 701.1 (UK 7363 174 6 8170 8417
52 Miscellancous L Cen e e 4,791 2 5,029 5,363.9 5,724.0 52397 5,420 5,363.9 54379 5,510.4 9,986, 51246
S1 Total liabilities A o 32,718.6 | 35,1683 | 37,210.2 | 40,7254 | 35996.6 | 36,652.0 | 37,210.2 | 3790653 | 38,925.7 | 39,803.2 | 40,7254
Financial assets not wictuded m habilies (H)
54 Gold and spectal diawmg rights . 19.6 2001 20l 200 J0L8 200 201 227 229 R 221
85 Corpotate equities ... L .. 5,462 49 6,218 5 6,293 4 8,354 50658 6,228°7 06,2934 0,835.8 1,393.0 B0138 8, 3454
56 Houschold equity i nonceorporate Imxnu N 24583 24703 2.564.6 2,015.6 72,5239 2,5509 2,504.6 25768 2,608.5 2,0222 2,635.0
Floats not metuded wassets ()
57 US governnent checkible de pmllx e 08 5.0 3.4 3.1 4 12 b4 42 20 O RN
58 Other cheekable deposits . e 420 407 WO 4.2 38.7 MO 8.0 LRI} 35.7 23 3.2
89 Trade credit . . .. 2510 2151 2190 21945 28002 8238 2190 2581 X771 2839 2195
Laabilittes nor identified as assers ()
60 Ticasuty cuniencey. . . 49 5.1 S KR 52 5.4 34 54 55 56 5.8
61 Tuterbank claims . 9.4 4.7 6.5 9.1 7.4 14 65 27 24 1 9.1
02 Secunty epurchiase agreed unnl\ 43.0 173 15,2 137 99,3 98 0 1 2 il o 115.0 104 [RRNG
63 Forewgn deposuts . RAVEY )AL 2587 20941 234 2413 2587 210.2 200.6 290.2 PN
64 Taxes payable P P P 2593 2672 212 80 213 2.0 RE WY 7.9 21.2 26 RER]
65 Miscellaneous . oo 5144 589 8 7239 RS0 569.2 6124 7239 7826 1874 802 6 7850
66 Total identified to sectors as assets AL,I04.3 | 44,3897 | 46,6146 [ 52,264.7 | 449775 | 4596180 | 46,0146 | 48,002,3 | 49,558.5 | SL081.2 | 52,264.7
1 Data g thus table also appear m the Boaud's 70 1 (780) quartedly statistical telease, tables 2. Excludes cagporate equities and mutual fund shares.

1.6 and 1.7, For madetmg addiess, see mside houwt cover
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1995 }V 19946

Aug, Sept (k1 Nov Dec! J Jan! beb)! M
122.7 122.8 122.2 122.6 122.8 122.5 F\ll{l 123.5
[ER IR 13 I8 % 11w 11380 120,06 1199
1224 [RRET) 1213 1219 1] 1218 1242 1230
1159 tieg) 4y sy s 7 [IRN] [162 s
13429 [RRNI L3S 1314 1423 1338 1371 136.2
(O] 109 S tow 2 1ov 3 Ll 1090 109 8 1101
1281 1281 1281 1284 1281 1281 120.5 12849
[RA 1219 1244 1245 |REE E245 16,4 1254
820 828 821 819 819 813 82.3 814
b4 120.0 1Yy 0 120.0 1o 7o HHEO 1180
1nio 1147 11138 1150 1151 5.0 1156 sy
Gy G974 g7 g g7 8 R0 g7y G 3 Y8 (4
Q.6 90.4 0.3 96 2 96 -1 Y6.0 9%0.1 958
9y v/ 7 975 O/ 97,7 971 073 u6 Y
1199 12001 L1200t L2004 106 1204 [RAY 1214
158.0 F58.8 159 6 160 1! lol1 161 % 626 na

1511 1520 15340 1529 I3 7 1534 [45.1 n.i

1204 1296 [RURY 1205 [RO 125 1 130.0 i

158 5 1543 Lo o' 160 6' 164.7 1620 163.2 i,

IRRNS 1534 e 154 155 3% 155 3 1598.2 158.3
(529 342 IR 1586 15385 tadd (549 (55 7
1251 1279 128.7 1287 (290 1295 1294 130.2

2,10 NONFINANCIAL BUSINESS ACTIVITY  Selected Measures
Maonthly data seasonally adpusted, and mdexes 1987100, except as noted
Measme 1993 19 1995 —
Tuly
I Tndustrial production'. R HLS K181 121.9 1215
Mearket groupingy
> Products, total L toa RN 1IR3 HIRG
o Findd, tonad L. 1137 LI8 3 12040 1212
1 Consimer youds m.s 3./ [EANS 1io
5 Equipinent 17s 1253 1314 1316
O lotermediate 1018 7.4 1050 85
Matenabs | 138 20 P27 1268
Dudustsy groupngs
8 Manotacturimge [N v/ 1230 1233
O Capacity utthzaton, mamtac hiring ([N'IU‘IIH,, RO 6 hAR] 829 823
10 Comstruction contracts ' 105" L 1740 [REX)
UL Nonagucaliunil cmploynent, totat! 10K 3 1oy 119 143
{7 Goods-producing, totad 93 VAN 8. 97.9
1t Matifac ey, total . o 01K CAN 069 Yoo
I} Mannlactuning, production worket DA 9ty 0y 3 978
1> Seiviee producg 2y to 3 195 119.6
1O Personal meonie, total ., [BYRN] L1183 1571 1579
17 Wages and salary disbuatseineats 13600 Lo 15415 1504
I8 Manulacturing ., 1y 3 125.0 1293 1290
19 Dasposabie persanal meome” (B 112 [RFAS 1984
20 Retatl salos (R [y g 152 sy
Prices”
21 Consumer (1982 81 10y . (BRI Ls 2 1504 1525
22 Producer tenshed goods (1982 100y, 124,/ 1255 1279 1282

I Data i tins table also appesn i e Boad's GO 7 CHOy mombly statsucal welease, For
the ordenng addiess, see the mswde front cover, The latest historeal reviston ot the mdusieal
prodaction mdey and the capacity atilization rates was seleased nr November 1995 See A
Reviston 1o Industrial Production and Capaenty: Utdization, 1991 95" pFederal Reserve
Bullenn, vol 82 (hanuary 1996), pp 16 25, For a detaded descnpuon ol the udustngl
producion mdey, see S ndustrial Producion 1989 Developnents and Thstornical Revaisian,™”
Federal Beserve Bullean, vol 76 (Apul 1990y, pp 187 201

2 Rate ol wden of pradiction o wwdes ob capaesty. Based on data hrom e Federat
Reserve, DREMcGraw LI ATS Departneat ol Conmerce, and otliet sources

4 Index of dollar value of total constniction conteacts, meludmg restlennal, nonresiden
tial, and heavy engineenng, trom MoGras-Hill Tutormation Systems Company, 1 W, Dodpe
Division,

Lo Based ondatt om US Depadiment of Tabou, Faployment and Farnogs Senes covers
employees only, excludimy personnel mthe wimed torees,

2,11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT

Thousads of persons: monthly data seasonally adjusted

5. Based ot data froni U S, Depastaient of Cominerce, Stoves of Casiens Business

6 Based on data not seasonally adjusted Seasonally adjusted data lor chanpes e the puce
indexes can be obtwned om the US Depariment of Labor, Buean ol Labor Statstics,
Monthiv tubor Review

No Basic dita (not mdexes) forseries nentooed w notes 4 aned 5, and mdeses for seues
mentionsd ar notes 3 and O, can also be tound an the Swrvey of Current Bisiiess

Fagutes ton imdustial production for the Jatest moath ace prehmmary, and niny figies tor
e three mombs preceding the atest smonth have been revised See M Recent Developments m
Industiaal Capaciy and Unhzateon,”™ Federal Reserve Baflenn, vol, 76 (June 1990), pp
A5 See abso U ladustinal Production: Capaaty and Capacity Utilization: siee 1987,
Federal Reserve Bullenn, vol 79 (June 1993), pp S90 605

Catepony [RURY 1uat 1993
HOUSTHOLD SURNTY Daral
I Cevilian labor toree’ 128,01 131,056 130304
Lmplovment
2 Nonagncudtonal mdustries! 116,232 119,651 121460
¥ Apnoadne P ARUrR 3 0m 1)
Unemployment
4 Number R Co 8731 1,996 7401
3 Rate (percent ol oiviban labor toree) 68 01 56
FSTABRIISTEMENT SURNVEY 1IA1A
6 Nonagricultural payroll employment ! 110,525 113,423 116,597
I Manulctuuay 003 18,004 18,400
8 NMuung . 6l 60+ 579
Y Conteact consiuetion . REISN Lulo 5,244
10 Branspastation and pubhc utihies N I87 S840 0,19
L1 Tade . 25,015 20,30 27,150
2 P imancee 0712 6,789
14 Serviee 10,278 31,805
L Government 18817 19,011

1095 1996

Aug Sept O ’V Nav, Ded, Jan! Ieh! Mau
142,20% 132,501 132473 132471 142,352 132,903 |RENGIE 133,655
121483 121,701 12,8 H) 121,739 [21,650 121,698 F22, 143 122,604
3,376 3,335 3440 4,323 RIEREY 3,520 1589 1487
7439 7405 7,229 7009 747 7,077 7,355 7,504
56 KR4 55 5.6 5.0 38 58 56
116,838 116,932 117,000 117,212 117,357 117,211 117,835 117,975
18357 18,332 18,300 18,272 18,307 18,235 18,262 18.200
573 YA S07 S04 S6O7 YR 975
5,202 5,284 5,705 5,097 RN 9,428 S5
0,200 6217 0,240 023 0.23] 0,216 0,250
27,245 27,25 27,462 PRV RYRES RNy LA
6,047 [y 691 1001 1007 JORN] 7,044
33047 1.0/6 34,185 §3, 248 33280 13,495 13,020
10,340 t9,320 19,30y 19,300 [9, 328 19,29t 19,327 19,352

U Begmmg Tanuary 1994 efleats redesipen of catrent population sarvey and popalaten
contiols o the 1990 census,

2 Persons siateen yeans ol ape and older, tncludiie Resident Arraed Farces Manthly
fgues are based on sample data collected dutmy the catendar week hat contans the tweltth
day, anual dita e averages of montbly fipnres, By detimtion, seasonabity dues not east in
population figpures

3o ducludes sell cinployed, anpaid Linuty, and domestic service sorkers,

b Ineludes all Tall- and part lime cmployees who worked ducing, o ieceved pay lor, the
pay pertod that awetwdes the twellth day ot the month; excludes proprictors, sell-eaployed
persatts, houseliotd and uopaid Taily workers, and members of the wned Torces, Data are
adjusted 1o the March 1992 benchimark, and only seasonally adjusted data e avalable at thns
e

SOURCT, Based on data ftom US Depattment of Lahor, Laployment and Fasnings.



Selected Measures A43
2.12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION'
Seasonally adjusted
1995 1996 1995 1996 1995 1996
Series
Q2 Q3 Q4 Q1 Q2 Q3 o4 Q1 QR Q3 Q4 Ql
Output (1987 = 100) Capacity (pereens of 1987 outpury Capacity utilization rate (percent ¥
| Totalindustry ............................ 1214 1223 1225 123.3 145.0 46,4 147.8 149.2 83.7 83.6 829 827
2 Manufacturing. ... 123.3 1241 124.6 125.4 148.7 150.3 152.0 153.5 829 82.6 82.0 81.7
3 Primary proce:s ng" 117.7 117.1 117.1 1169 1344 135.4 1364 137.2 R7.6 86.5 859 85.2
4 Advanced processing 126.0 127.5 128.1 129.5 155.6 157.5 159.5 161.4 810 80.9 80.3 80.2
5 Dumable goods. . ... 1314 133.0 1342 136.1 158.9 161.1 163.4 165.7 827 825 821 821
6 Lumber and product 1029 1046 105.8 105.3 118.0 1H8.6 1192 1197 87.2 88.2 88.7 88.0
7 Primary metals . 119.1 118.2 118.8 120.1 127.5 128.0 129.2 934 923 924 930
8 Iron and steel . 1219 121.3 121.3 123.9 131.7 1325 133.9 92.6 91,6 91.0 925
9 Nonferrous 115.1 139 115.3 115.0 1219 h 122.8 94.5 93.2 94.1 937
10 Industrial m: 174.4 1789 186.8 1054 199.6 204.5 w7 215.8 874 87.5 89.1 90.8
1t Electrical m: 171.2 178.4 1829 186.2 197.6 2039 2104 217.0 86.7 87.5 86.9 85.8
12 Motor vehicles and” parts 140.5 1407 140.5 1324 1742 176.4 178.7 1803 80.6 79.8 8.6 733
13 Aerospace and miscellaneous
transportation cquipment .. ..., ..., 88.7 86.9 79.0 836 132.2 1321 1320 67.1 65.8 59.8 63.3
14 Nondurable goods. ...l 1144 1143 139 113.7 1375 1394 140.2 83.2 82.6 81.8 LN
IN] Textile mill products . 113.7 110.9 1094 104.9 13000 1321 1329 87.5 84.6 828 78.9
16 Paper and products. 1212 1195 8.1 1154 1315 1334 134.3 92.3 90.2 ¥8.5 859
17 Chemicals and produc 124.0 124.6 126.4 126.6 1547 156.6 157.6 80.1 80.1 80.7 804
18 P|.I\llt\ malerials 1229 118.3 1231 e 133.8 137.1 e 919 87.3 89.7 e
19 108.0 109.2 107.7 110.6 116.2 116.6 116.8 929 93.8 924 94.7
20 Mining 14).7 100.2 98.2 98.6 112.0 112.0 12 112.1 89.9 89.4 87.6 R0
21 Chilitie 1207 1247 124.1 1250 348 135.2 135.6 1359 89.5 923 91.5 920
22 Blectric oo 1204 125.0 123.7 125.1 1321 1325 133.0 1333 91.1 94.3 93.1 93y
1973 1975 Previous cycle’ Latest cycle® 1995 1996
High Low High Low High Low Mar. Oct. Nov. Dec.' Jan.” Feb. Mar?
Capacity utilization rate (pcrccn\):
| Total industry. .................. 89.2 726 873 ns 849 78.0 84.6 829 829 828 823 83.2 825
2 Manulacwuring ..o 88.9 708 87.3 70.0 832 76.6 84.0 82.1 81.9 819 81.3 823 Kt
3 Primary processi U 922 68.9 897 660.8 89.0 779 88.9 86.0 859 85.8 85.2 88, 851
4 Advanced proc LA 875 720 86.3 714 835 76.1 819 805 80.3 802 ™. 81.1 799
3 Durable goods .. ... 88.8 68.5 86.9 65.0 84.0 737 839 R2.0 822 821 818 831 81.6
6 Lumber and product 90.1 622 87.6 619 93.3 761 88.4 K88 879 89.5 87.6 817 88.7
7 Primary metals. . . 100.6 66.2 102.4 J6.8 928 95.5 901 939 932 94.1 92.0 929
8 lron and sieet 1058 06.6 o4 R3 93.7 95.9 86.5 94.7 919 93.9 89.7 92.0
9 Nonferrous 929 61.3 90.5 62.2 R3.7 949 94.6 929 94.7 919 95.0 94.1
10 Indusiriad machinery
equipment 96.4 745 92.1 649 840 71.8 878 8K.4 88.9 899 90.1 91.3 9i.1
1l Electrical machinery . 878 638 894 7i 849 77.0 87.5 87.6 87.2 86.0 84.7 86.9 85.8
12 Motor vehicles and pants 934 S 93.0 M5 85.1 56.6 85.4 785 TR.7 7817 75.2 78.2 66.4
13 Acrospace and miscellancous
transporiation equipment . . . .. 770 66.6 81.1 66.9 R84 788 67.7 60.6 58.8 60.1 62.3 63.5 64.2
14 Nondurable goods. . ... .. 87.9 718 870 769 86.7 80.3 84.1 82.2 81.6 81.5 80.7 813 81.2
15 Textike mill products . 92.0 o4 n7 738 Ly 78.8 848 84.3 82.5 818 78.2 78.8 79.8
16 Paper and products . 96.9 069.0 94.2 K240 94.8 86.7 92.5 90.0 87.1 8.4 85.4 85.7 86.7
17 Chemicals and product R7.9 9.9 85.1 70.1 859 79.0 811 811 80.5 80.6 80.7 R0.4 80.0
18 Plastics musterials 102.0 50.0 909 634 97.0 748 93.3 894 90.3 89.6 90.8 .. -
19 Petroleum products 96.7 811 89.5 68.2 R8.5 846 94.0 91.8 92,1 933 93.4 95.5 95.1
944 88.4 96.6 80.6 86.5 86.1 89.6 87.6 87.7 87.6 86.5 87.9 89.6
95.6 82.5 88.3 76.2 92.6 83.1 88.6 9.8 92.5 922 92.6 914 92.0
99.0 827 88.3 T 94.8 6.7 90.7 93.1 93.0 931 942 93.7 93.6

the nrdenng addres
production index and the capacity utilization rates was re
Revision 10 Industrial Production and Capacity Utiliz
Bullet
production index. see ™

Data in this table atso appear in the Board's G.17 (419) monthly statistical release. For

. vol. 82 (anuary 1996), pp. 16-25.

see the inside front cover. The fatest historical re

tion,

Federal Reserve Budletin, vol. 76 (April 1990), pp. 187-2(4.
2. Capacity utilization is caleulated as the ratio of the Federat Reserve’s scasonally adjusted

index of industriat production to the corresponding index of capacity.

199]-95,"

ion of the industrial
ased in November 1995, See
Federal Reserve
For a detailed description of the industrial
Industriat Production: 1989 Developments and Historical Revision,”

A

3. Primary processing includes textiles: lumber, paper: indust
materials: fertidizer materials: petroleum products: rubber and plastics: stone, clay, and glass:

primary metals: and fabricated metals,
4. Advanced proc
and publishing: chemica

ial chemicals: synthetic

ng includes foods; tobacco: apparel; Iurmlun. and fixtures: printing

ploducls such as drugs and toiletries; s leather

and products: machinery: transportation equipment: instruments: and miscellancous manufac-

tures.

5. Monthly highs, 1978-80; monthly Jows, 1982,
6. Monthly highs, [988-89: monthly lows, 1990-91.
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'
Monthly data seasonally adjusted

1992 1995 1996
Group pro- 1995
por- avg.
tion Mar. Apr. May | June July Aug. | Sept. Oct. Nov. | Dec. | Jan' Feb. | Mar?

Index (1987 = 100)

MAIOR MARKETS

| Totalindex ........................o0n 100.0 | 1219 | 1219 | 1204 | 1213 | 1204 | 1205 | 122.7 | 1228 | 1222 | 422.6 | %228 | 1225 | 124.1 | 1235
2 Products. ... 60.6 [ 1183 | 185 | 117.7 | 175 | 1179 | 1180 1 1192 | 1194 ¢ 183 | 1188 | 1192 | 1186 | 1206 | 1199
3  Final products . ......... L) 463 | 1214 | 1215 { 1209 | 1206 | 1210 § 1292 [ 1224 § 1226 | 1213 | 1209 | 1220 | 120.8 | 124.2 | 1232
4 Consumer goods, total . .. 286 | 1151 1 1153 | 1144 | t14.0 | 1148 | 1146 | 1159 | 1160 | 1149 [ 1159 | 1157 | 1143 | 1162 | 1151
S Durable consumer goods 56 | 1242 | 1260 { 1249 | 1206 | 1223 1 1214 | 1240 | (258 | 1234 [ 1249 [ 1263 | 120.1 [ 1245 | 1175
6 Automotive products. 25 11307 | 1344 | 1307 | 1270 | 1290 | 1253 | 130.7 | 1329 ¢ 1285 | 1305 | 1328 | 1258 | §32.6 | 1182
7 Autos and trucks. . 1.6 1 1314 | 1375 | 132.8 | 1274 | 1295 ] 1239 [ 132.0 { 133.1 { 1286 | 1298 | 132,01 § 1239 | 1332 | 111.0
8 Autos, consumer . . 911031 ) HIL2 | 1055 99.4 99.2 | 101.0 | 1006 | 1026 | 100.2 | 1002 99.5 92.8 99.7 710
9 Trucks, consumer . 7] 1817 | 183.6 | 1809 | 177.1 | [83.6 | 1639 | 1882 | I87.7 | 179.1 | 182.8 | 1906 | 179.9 | 1936 | 1729
10 Auto parts and allicd good 91 1278 | 1267 | 1280 | 1250 | 268 | 1266 | 1266 | 130.8 | 1267 | 130.2 | 132.7 | 128.1 | 129.6 | 1311
1 Other . 301 1186 | 1186 | 119.0 | 1167 | 1163 | 1181 ¢ 1181 | 1196 | 1189 [ 1199 | 1205 [ 1151 | 1174 | 1169
12 Appliances. televisions, and air
conditioners. .. ........... | 1355 § 1322 | 1316 | 1312 | 1314 | 1322 | 1358 | 1394 | 1400 | 1453 | 1419 | 1316 | 1349 | 1338
13 Carpeting and furniture. 81 1058 ) 1061 | 1090 | 103.0 [ 10LE | 1079 | 1044 | 1069 | 1056 | 104.1 | 107.4 | 1005 | 1035 | 1040
14 Miscellancous home good: 1.5 118.2 119.7 118.8 18.1 118.0 | 1174 118.0 117.8 1169 1176 | 1183 116.2 117.5 116.6
15 Nondurable consumer goods . 230 | 1129 ] 1127 | 118 | 1124 | 130 ] 130§ 1139 | 137 | 1129 ] 138 | 1132 | 130 ] 1142 | 1146
16 Foods and tobacco .. ... 103 1 1IR3 ) LS [ 102 8 HES |3 | 128 F 18 ¢ 1iie | 1Ei) | 1109 | 1106 | 1106 | 1119 | 1129
17 Clothing........... 24 94.8 98.7 96.9 96.7 94.6 93.6 939 934 929 91.5 89.7 88.0 90.2 89.7
18 Chemical products 4.5 | 1313 1 1297 | 1269 { 1273 | 128.6 | 128.6 § 132.6 | 134.0 | 1357 | 1350 | 1365 | 1367 | 137.0 | 1366
19 Paper products. . 29 | 1066 | 1059 | 1069 | 106.5 | 1063 | 1076 | 1067 | 1073 | 106.6 | 1084 | 1063 | 1046 | 1074 | 107.3
20 Energy . 29 f 165 | 1139 | 1122 | 1IS8 ) 158 | H6d | 1223 [ 1190 | 113.0 ] 1210 | 1195 | 120.7 | 1202 | 1212
21 Fuels .... . 9 108.8 110.4 108.8 108.2 108.8 108.2 1084 4 107.3 H08.2 108.6 | 108.6 112.8 111.8
22 Residential uulme\ ............ 21 119.6 115.2 113.5 119.0 118.7 1194 1282 1222 1154 | 126.6 124.1 125.7 123.3 125.1
23 Equipment...............oieioiia.s 177 | 1304 | 1314 | 1313 | (308 | 1312 | (316 | 1329 § 133.0 | 1315 | 1314 | 1323 | 1338 { 137.1 { 1362
24 Business equipment . ........... . 13.7 | 155.7 | 155.0 | 155.0 | 154.3 | 155.1 | 1557 | 157.5 | 1582 | 1565 [ 1569 | 1584 | 1606 | 164.7 { 1629
25 Information processing and related . 57 198.1 191.6 194.5 1939 196.0 197.2 | 201.0 | 203.0 | 206.5 [ 208.1 2094 | 2140 | 2202 | 2234
26 Computer and office equipment . 1.4 | 3735 | 3436 | 3564 | 362.1 3632 | 3717 | 379.6 | 390.0 | 4029 | 417.8 | 431.7 | 447.3 | 463.3 | 477.1
27 Industrial . .................. 4.0 | 1275 | 1269 § 1260 | 1265 | 1262 | 127.1 | 129.1 { 1287 | 1286 | 129.1 | 1295 } 1294 | 1314 | 1304
28 Transit. . ..... 26 | 1363 | 1457 § 1429 | 1396 | 1403 | 139.8 | 1380 | 1379 | 1223 | 1196 | 1245 | 1281 | 133.0 | 1175
29 Autos and truci B2 ) 1401 | 1462 | 1415 | 137.8 | 1395 | 1399 | 1413 | 1433 | 1357 ] 1342 | 1353 | 1290 | 1358 | 194
30 Other.........c..ooune 14 1 1232 1 1263 ] 123.2 | 1227 { 1226 | 1226 | 1222 { 1233 § 1209 | 1214 | 1207 | 1219 | 1233 | 1235
31 Defense and space equipment 33 659 67.8 67.1 66.8 66.8 66.5 66.1 65.2 64.4 62.9 62.0 61.7 62.5 628
32 Oil and gas well driliing. ... 6 87.1 87.2 89.3 90.5 86.8 88.4 89.5 88.3 83.5 83.1 83.8 85.1 89.7 96.3
33 Manufactured homes. . . 2| 1527 f 1458 [ 146.6 | 148.3 | 149.6 | 148.6 | 1559 | 1580 | 1589 | 161.8 | 1644 | 158.1 | 1578 .
34 Intermediate products. total ............. 143 1 1090 7 1092 | 1082 | 108.2 | 1082 | 1085 | 1094 | 1095 1 1082 | 1093 | 1O | 1090 | 1098 | 110,
35 Construction supplies . .. . .- 53 1082 1092 108.0 106.6 107.2 107.3 107.0 108.4 108.3 i08.7 HOS 108.0 1103 110.7
36 Business supplies ................... 9.0 | 1096 9.3 108.5 109.4 109.1 1095 Lo 1103 109 1099 100 V.8 t00.6 110.0

37 Materials .. ..o 394 | 1274 1 1272 | 127.0 | 1272 | 1268 | 1268 | 128.1 128.1 128.1 1284 | 1284 | 1284 ] 129.5 | 1289
38 Durable goods material 208 ) 1415 | 1403 | 1398 | 1398 | 1397 | 1402 | 1423 | 144.1 (439 1 1453 | 1448 | 1456 | 1475 | 1458

39 Durable consumer parts 4.0 | 1385 | 1404 1 1379 | 1359 | 1358 | 1339 | 1384 | 1398 | 1386 | 140.1 | 139.3 | 1403 | 1404 | 1312
40 Equipment parts . ... 7.5 1 1630 | 1573 | 1589 | 1603 | 161.7 | 1644 | 167.1 { 169.1 | 1694 | 171.0 | 1708 | 1717 | 177.0 | 1778
41 Other............ 92 11262 | 1270 } 1259 | 1256 | 1245 | 1244 | 1249 { 1268 | 1265 | 1279 | 127.2 | 128.0 | 1282 | 127.7
42 Basic metal materials 314 1257 | 1267 1255 | 1235 | 1249 ¢ 1230 | 127.0 | 124.3 | 1288 | 1266 | 1256 | 1244 | 1255
43 89 1 1198 | 1215 1222 | 1204 ¢ 1189 | 1188 | 1178 } 1187 | 166 | 1174 | 1156 | 1157 | 1162
44 L] 1092 | 1136 1128 1 1090 | 1026 ] 1092 | 1062 § 107.3 | 1048 | 1033 | 100.2 99.8 | 1015
45 1.8 | 1205 | 1225 1256 § 1210 1 1239 ] 1204 | 117.0 | 1204 | 1343 | 1152 | 113.0 | 1138 | 1152
46 39 { 1244 | 1256 1262 7 1252 | 1244 1 1230 | 1233 [ 1229 | 1227 [ 1209 | 1207 | 1213 | 1209
47 2.0 1 1165 | 1174 1169 | 1174 | 1138 | 1146 | 1150 | 1146 | 1140 | 1189 | 1151 | 1159 | 1168
43 9.7 | 1066 | 1064 107.2 | 107.2 1 1075 | 1085 | 1058 | 1055 | 1057 | 1060 | 1059 | 106.1 | 1070
49 Primary energy . .. .. 6.3 1 10019 | 102 102.3 | 103.0 | 1023 | 1014 | 1012 | 1007 | 1008 1 1050 1 1004 | 1009 | 1023
50 Converted fuel materials. . ............ 33 ] 1160 | 1149 1169 | 1155 ¢ 18§ 1228 | 1150 | VI3 | 1154 ) 1162 | 1169 | 1165 [ 1168
SPECIAL AGGREGATES

S5t Total excluding autos and trucks .. ......... 97.2 121.5 1213 1209 1210 ] 1211 121.2 1223 | 1224 1219 122.3 122.5 1224 123.8 1239
52 Toal excluding motor vehicles and parts . ... ... 952 | 1209 | 1206 { 1203 | 1205 | 1205 | 1207 | 1207 | 1208 | 1203 | 12017 | 1209 | 121.8 | 123.2 | 1237
53 Total excluding computer and office

equipment .. ... ... i 982 1 1182 N85 | 1179 | H7Z8 | 178 | 178 | 1189 | 1189 | 1181 § 1184 | 1185 | 118.0 | 1194 | 1186
54 Consumer goods excluding autos and trucks . ] 27.0 | 114.0 | 113.8 [ 113.01 ] 1133 | 113 1140 | 1148 | 1149 § 1140 § 1150 ] 1147 | 113.7 | 1150 | 1154
55 Consumer goods excludlng energy . ........ 25.7 1149 | 1154 1146 | 1139 il 114.5 15 115.7 115.1 1153 115.3 1136 | 1157 | 1144

&

autos and

lruck.s. 125 | 157.0 | 1558 156.2 1558 | 15 1572 | 1589 [ 159.5 ] 158.4 | 159.0 | 160.5 { 163.7 | 1674 | 1682
57 B excluding 7 and

office cQUIPMENt . .. ... ..\.onvrenn.. 12.2 1 133.0 § 1348 | 1337 | 1325 | 1332 § 1332 | 1344 | 1343 { 1316 § 1308 | 1313 | 1324 [ 353 | 1324
58 Materials excluding energy ............... 297 | 1349 | 1346 } 1343 | 1344 | 1338 | 1337 | 1351 | 1360 | 1362 | 136.6 | 1364 | 1364 | 1378 | 1367




Selected Measures  A45
2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'—Continued
1992 1995 1996
SIC? pro- | 1995
Group code por- avg,
tion Mar. Apr. May June July Aug. Sept. Oct. Nowv. Dec.! Jan* Feb. Mar.?
Index (1987 = 10
MAJOR INDUSTRIES
59 Totalindex. . ............... 100.0 | 1289 | 12019 | 1204 | 1213 | 1204 | 1205 | 1227 | 1228 | 1222 | 122.6 | 1228 | 1225 | 12401 | 1235
60 Manufacturing. . ............. 854 1239 [ 124.0 70235 | 1232 ] 1233 | 3233 | 1242 | 1249 | 1244 [ 1245 § 1248 | 1245 | 1264 | 1254
6] Primary processing. . 26.6 117.6 1189 118.2 117.9 1171 116.9 116.6 7.8 £17.0 17.1 117.3 116.7 116.9 117.0
62 Advanced processing . .. ... .. 589 | 1268 [ 1265 § 1260 | 1257 | 1263 | 1263 [ 127.8 | 1282 | 1279 | 128.0 | 1284 | 1282 | 1308 | (294
63 Durable goods............. 45.0 1325 132.2 131.6 1301 131.5 131.5 133.2 1344 133.5 1343 1348 1349 137.6 135.7
64 Lumber and products 24 20 104.5 1039 103.9 101.7 103.0 103.7 103.7 106.2 105.7 1048 106.9 104.7 1049 106.3
65 Fumiture and fixtures 25 14 16 1134 [RIES 110.8 13 1.1 1109 1120 110.9 109.8 109.3 108.5 1103 110.3
66 Stone, chay. and glass
products . ........... 32 21 104.4 1047 1034 104.1 1038 1032 103.0 103.8 104.5 49 104.3 105.2 4.7 104.0
67 Primary metals 33 3.1 119.2 1213 120.2 119.5 1175 118.3 1154 121.0 1157 1208 1200 1214 118.8 120.1
68 fron and steel . 331.2 1.7 1224 1258 123.5 123.0 119.2 119.3 117.7 127.0 115} 126.1 1227 128.1 120.1 1235
69 Raw steel . . 331PT A 1147 116.8 1147 113.0 1129 1S 14.2 118.6 111.3 116.4 118.0 1139 1125 L.
70 Nonferrous. . . . . 333-69 1.4 1148 1154 115.7 1148 1149 116.5 1Ly 113.2 58 1138 116.2 112.8 116.6 115.5
" Fabricated metaf products . . . 34 5.0 1139 1143 1123 113.7 113.7 1124 1143 115.1 114.0 1145 115.0 1154 117.0 1159
n Industrial machinery and
cquipment. . ......... 35 8.0 177.8 1724 1743 1746 1744 176.0 i79.5 181.3 I83.8 186.5 190.1 196.3 197.6
73 Computer and office
equipment. . ......... 357 1.8 ] 3735 | 3436 | 3564 | 362.1 | 3632 | 3717 ] 379.6 | 390.0 | 4029 [ 417.8 | 4317 4633 | 4774
Ke} Electrical machinery. . . . 36 72 1749 1694 169.6 1711 173.0 175.7 1787 180.8 1824 183.6 1828 188.5 188.0
75 Transportation equipment . . . 37 95 [ 1133 {1180 | 1157 [ 1132 | N34 ¢t HLe | 1141 14.1 1093 | 108.6 [ 1007 111.9 1 102.0
7% Motor vehicles and parts . an 4.8 {419 147.6 143.0 138.8 139.7 136.7 142.1 143.3 139.7 140.7 141.2 141.0 120.0
i Autos and light trucks . 371IPTE 25 | 1313 [ 1379 | 1329 {1273 | 1292 | 1243 | 1316 | 1328 | 1284 | 1296 | 1345 1326 | 1098
R Acrospace and
miscellaneous
ransportation
cquipment 372-69 4.7 858 89.5 894 88.5 88.1 87.6 87.2 85.9 80.0 77.7 794 823 838 84.7
9 Instruments . . . . . 38 sS4 110.7 110.9 1182 10.6 110.9 110.2 4 111.3 14 1115 109.7 110.8 113.0 1137
80 Miscellaneous .. ......... 39 1.3 122.7 1233 122.7 1223 1231 121.4 1224 1229 122.2 1233 1235 122.1 124.2 124.6
81 40.5 1143 1151 t14.6 1144 1143 1143 114.3 1144 1143 1137 113.8 113.0 1140 1140
82 20 9.4 1153 115.0 115.1 1159 16,1 1153 1155 155 5.4 1148 1148 115.0 116.4 17.1
83 2l 1.6 90.2 923 920 89.3 96.4 99.1 91.3 90.2 88.2 88.9 X84 86.6 88.0 89.8
84 Texiile mill products. 22 1.8 112.6 116.2 117.2 113.6 1104 109.9 1124 110.5 (SN 108.9 108.3 103.8 104.7 106.1
85 Apparel products 23 22 95.7 993 97.4 97.5 95.5 94.8 94.5 94.5 93.3 924 91.5 89.2 9L 90.2
86 Paper and product 26 36 119.8 1211 121.2 1224 t199 121.3 118.6 1185 119.7 116.2 118.2 4.4 1i5.1 116.7
87 Printing and publishing. 27 6.8 99.4 99.3 99.2 99,0 98.6 99.0 100.5 99.8 98.9 99.3 98.8 98.0 99.2 98.6
8% Chemicals and products 28 9.9 125.0 125.0 123.5 124.0 1244 124.0 124.4 125.3 126.7 £206.0 126.5 126.8 126.7 126.3
XY Petroleum products 29 i4 108.3 9.1 107.8 1074 1H08.6 109.0 108.5 $10,0 106.9 107.4 108.9 (09.0 [es 12
DAl Rubber and plastic prod . 30 35 1394 1411 140.8 138.2 137.8 1377 1387 139.8 139.7 140.3 139.3 139.0 139.9 138.7
9l 1.cather and products . . . . .. 31 3 81.3 85.8 827 830 81.2 8.7 80.8 80.5 7 78.2 76.8 75.3 769 774
G2 Mining ... 6.9 99.9 100.3 1006 100.5 101.0 100.7 100.0 100.0 98.2 98.3 98.1 97.0 98.5 100.4
93 10 5 169.3 164.5 164.6 164.3 166.8 172.2 1721 170.8 178.3 1759 1728 160.0 157.7 157.3
o4 . 12 1.0 1129 1140 1123 110.8 1122 117.0 107 116.2 1123 109.5 108.5 103.3 108.0 P48
95 Oil and gas extraction .. .. ... 13 48 919 92.2 93.1 93.4 93.6 91.9 924 91,2 89.2 Y1 901 90.6 91.2 925
96 Stone and carth minerals . . ... 4 .6 112.3 114.2 §12.7 11 1119 1135 L6 t13 1124 110.9 1124 1089 1145 115.5
97 Utilities . 77 122.0 119.2 1188 1221 121.0 1227 128.8 122.7 121.6 1254 125.1 125.7 1243 £25.1
98 491 493PT 6.1 122.1 119.5 118.9 121.2 121.2 1222 1300 1227 123.7 1239 125.5 125.0 £24.8
o 492493PT 1.6 121.7 [REX¢ 118.4 125.5 1206 124.5 1243 1224 1136 1299 126.3 1214 126.1
SPECIAL AGGREGATES
100 Manufacturing excluding motor
vehicles and pants . ... ..., 80.6 122.8 122.6 1223 122.2 122.3 1225 123.1 1238 123.4 123.6 1239 123.8 125.5 125.7
101 Manufacturing excluding office
wxd computing machines . . . 837 9.5 12001 119.3 Rk 119.1 1189 9.8 1203 119.6 119.6 119.7 119.2 120.8 119.7
Gross value (billions of 1992 dottars, annual rates)
MAJOR MARKETS
102 Products, totad ... ... .. 2,002.9 |2,245.6 | 2,252.0 | 2,236.5 2.238.8 | 2,257.8| 2,268.1 | 2.240.3| 2,255.8| 2,265.7] 2.250.1| 2,293.3 2,267.1
W03 Fnal ..o 1.552.2 | L7487 | L.755.0 | 174301 1.743.2 ] 1.760.5| 1.768.2| 1.741.9] 1.756.8] 1.761.9 L7914 17629
14 Consumer goods . .. 10334 [ 1.130.5 | 1, 1.125.2 FI24.00 L1357 LI L1250 11393 1.139.0 L1465 11285
105 Equipment. .. 5188 | 6183 . 6179 619.2] 6248 627 61671 61757 6229 64491 6344
106 Inermediate ... 450.7 | 4969 | 497.0 | 4934 495.6 4973 4999 4984]  499.0] SO38 50191 5042

|. Datat in this 1able also appear in the Board's G.17 (419) monthly
side front cover. The latest historical rev
production index and the capacity utilization rates was released in November 1995, Sce “A
Revision to Industrial Production and Capacity Ulilization, 1991-95." Federal Reserve

the ordering address, see the

ical release. For
jon of the industrial

Federal Reserve

Bulletin, vol. 82 (January 1996), pp. 16-25.
production index. see “Industrial Production: 1989 Developments and Historical Revision.™
76. (April 1990). pp. 187204,

Bullet

2. Standard industrial class

For a detailed description of the industrial
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2.14 HOUSING AND CONSTRUCTION
Monthly figures at seasonally adjusted annual rates except as noted
1995 1996
htem 1993 | 1994 | 195"
May Sune July Aug. Sept. Oct. Nov. Decf Jan® Feb.
Private residential real estate activity (thousands of units except as noted)
NEW UNITs
1 Permits authorized. . ................ L199 1372 1.331 1,243 1.275 1.355 1,368 1,405 1.384 1.448 1478 1372 1411t
2 One-family....... 987 1.068 997 930 958 on 1.044 1.073 1.051 1.069 1.110 1.050 1,082
3 Two-family or more . 213 303 335 313 37 344 324 332 333 379 368 322 329
4 Started ............ 1,288 1,457 1.354 1,300 1,301 1.450 1,401 1.401 1,351 1,458 1.425 1,453 1,505
5  One-family....... 1,126 1,198 1,076 1.005 1.036 1125 1,135 1,130 L1y 1,129 1.150 1,146 1175
6  Two-family or more ...... 162 259 278 295 265 325 266 271 242 329 275 307 330
7 Under construction at end of penod' .. 680 762 776 755 755 762 772 783 781 790 800 807 805
8§  Onefamily.............. 543 558 547 537 533 539 547 555 560 562 569 571 ST
9 Two-family or more . 137 204 229 218 po.a] 223 225 228 221 228 231 236 234
10 Completed ........... 1,193 1.347 1.3t3 1.324 1,256 1,332 1,247 1.267 1.320 1.360 1,225 1,389 1,299
Il One-family....... 040 1,160 1,066 1058 1049 1.034 1,019 1,009 1039 1,081 1,003 1102 1,037
12 Twe-family or more . 153 187 247 266 207 298 22 258 281 279 222 287 262
13 Mobile homes shipped .............. 254 304 340 335 333 337 344 352 354 355 352 352 3n
Merchant builder activity in
one-family units
14 Numbersold ...................... 666 670 665 667 724 782 707 684 673 679 683" 729 727
15 Number for sale at end of period'. . . .. .. 293 337 372 347 347 344 49 350 360 368 krkd 373 363
Price of units sold (thousands
of do lars)
16 Median 126.1 1304 1334 1339 133.7 131.0 1349 130.0 137.0 138.6 131.0 138.0
17 Average 147.6 153.7 1576 158.0 160.2 1542 162.0 155.6 160.7 165.6" 154.2 163.5
EXISTING UNITS (one-family)
18 Numbersold ...................... 3.800 3.946 3801 3.620 3.800 3970 4,050 4,09 4,070 4,000 3.870 3.720 3.940
Price of units mld (thousands
of dollarsy
19 Median. .......oovviviiii i 106.5 109.6 112.2 109.1 116.2 116.0 117.6 1148 13132 1143 113.9 114.8 114.0
20 AVERAEE . oovviiii s 1331 136.4 1384 135.5 143.3 1425 144.5 140.2 138.7 139.5 138.7 141.2 138.7
Value of new construction (millions of dollars)’
CONSTRUCTION
21 Total putinplace.................. 464,504 | 506,904 | 526,597 | 514,515 | S18,934 | 528,673 | 528,397 [ 535,106 | 534,488" | S31,710" { 535,143 | 539,841 | 534,909
22 Private ... 339,161 | 376,566 | 383.887 | 376,148 | 377.486 [ 384,307 | 385,653 | 386.960 | 388.882" | 386.666" | 390.266 | 392,191 | 390,579
23 Residential 210,455 | 238.884 | 236,114 | 231,342 { 228,388 | 231,002 | 233,982 | 237,618 | 237.741' 12304277 | 241,950 | 241,488 | 241432
24 Nonresidentia 128,706 | 137,682 | 147,773 | 144,806 | 149.098 | 153,305 | 150,671 | 149342 | 1511417 | 147.239" | 148,316 | 150,703 | 149,147
25 Industrial buil 19,533 1 21,121 24154 | 24760 | 24416 | 24399 24202 1 24096 | 249647 | 24579" [ 24,153 | 25208 | 24,682
26 Commercial buildings 42,627 | 48552 | 55159 | 51779 | 55420 ) 57015 | 55709 [ 55079 | 564727 | 55482' [ 57596 | 56.072 [ 55.256
27 Other buildings ....... 23620 | 23912 ] 23990 | 24319 | 23447 24525 | 240151 23962 | 245477 | 237537 | 24033 | 24478 | 24407
28 Public utilities and other......... 42920 { 44097 | 44470 | 43948 | 45815 | 47366 | 47745 | 46205 | 45,158" | 434257 42534 | 44945 | 44802
29 Public . 125342 | 130,337 | 142,713 | 138,367 | 141447 | 144366 | 142,744 | 148,146 | 145.606" | 1450447 | 144877 | 147,650 | 144.330
30 2454 2319 2.905 2442 2.569 3,124 3010 3.090 2.527° 3095 3216 316 3.243
31 37,431 39,882 | 42,221 38,657 | 40875 | 44274 | 42902 | 42942 [ 44351' | 433617 | 43914 | 44,157 | 48.115
32 5978 6,228 6316 5.531 6.117 6,603 6,769 6,469 51917 6048 5.823 5,637 5814
33 79479 | 81,908 | 91270 91737 | YLBR6 | 90,365 | 90,063 | 95645 | 93537 | 92440" [ 91924 | 94740 | 87.158
1. Not at annual rates. SOURCE. Bureau of the Census estimates for .ull scries except (1) mobile homes, which are
2. Not seasonally adjusted. private. domestic shipments as reported by the b f: Houxmg i and season-
3. Recent data on value of new construction may not be s\nuly Lomparahlc with data for ally adjusted by the Census Bureau. and (2) sales and prices of existing units, which arc

previous periods because of changes by the Bureau of the Census in its estimating technigues.
For a description of these changes. sce Construction Reports (C~30-76-5). issued by the
Census Burcau in July 1976,

puhlixhed by the National Association of Realtors. All back and current figures are available
from the originating agency. Permit authorizations are those reported 10 the Census Bureau
from 19,000 jurisdictions beginning in 1994.
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.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data except as noted

Selected Measures

A47

Change from t2
months carlier

Change {rom 3 months carlier
(annual rate)

Change from t month carlier

Index
ltem levet,
1995 1996 1995 1996 Mar.
1995 1996 1996 !
Mar. Mar.
June Sept. Dec. Mar. Nowv. Dec. Jan. Feb, Mar.
CONSUMER PRICES®
(1982-83=10t
PAINitems ... 29 28 35 1.6 2.4 4.0 .1 2 E] 2 4 155.7
2 29 28 3.6 27 1.9 3.2 0 . .l . 06 I51.6
3 1.3 28 5.8 =105 19 158 -9 (R} 1.9 4 4 106.1
4 30 28 30 28 22 35 A N 3 2 K 1649
N S .. 1.8 1.8 9 2.0 1.7 26 A N - -1 4 141.9
O Services ... s 33 4.3 30 2s 34 2 N 3 3 2 178.1
PRODUCER PRICES
(1982=10xh
7 Finished goods. . . 1.8 24 1.3 1.6 4.1 28 i A 3 -2 5 130.2
8 Consumer food: 4 26 =25 8.8 44 3 1.1 N =2 -3 0 132.0
9 Consumer energy. 28 4.3 1.5 ~10.2 03 84 -0 37 29 -7 24 80.1
10 Other consumer oo .. 1.8 22 29 23 3. .6 3 A B . . t44.2
1 Capital equipment ... oo 1.9 1.5 1.8 1.8 27 0 A —-.1" -1 A Al 138.3
Intermediate materials
12 Excluding foods and feeds ................. 6.6 4 39 -6 -9 -6 -2 A 1 -3 N 125.0
13 Excluding energy 7.3 R | 42 1.5 -32 -29 -3 -3 -3 -2 -2 134.2
Criede materials
HFoods ..o -9.6 12,6 40 348 20.4 ~34 28 5 -4 A 116.2
1S Lnergy .. .. N 36 3 14.6 =210 15.7 509 21 23 13 5.9 78.6
16 Other ..o 17.0 -1t 39 -17.6 -19.6 ~88 - 1.7 - L3 0 -1.8 159.4

1. Not seasonally adjusted.

SOURCE. UL.S. Department of Labor, Bureau of Labor Statistics.

2. Figures for consumer prices are for all urban consumers and reflect a rental-cquivalence
measure of homeownership.
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2,16 GROSS DOMESTIC PRODUCT AND INCOME
Billhons ol cunent dollars except as noted: quatterly data at scasonally adjusted annoal rates
1994 1995
Accomnt 1991 1994 1995 —'
04 Ql Q2 01 Qi
- - - - — PR - —t - RN U A
GROSS DOMISTIC PRODUC )
I Total .. 6,550.2 69314 7,245.8 T,080.0 T,047.8 7,196.5 7,298.5 7,340.4
M ouwree

2 Persondd consumption expendtures A5l 1,098.7 49243 4,796.0 48463 4,908.7 A4,960.0 4,992 3

3 Dwable goods © 00 00 Loo0 L0 537 5809 006 4 602 7 593.0 6040 6158 6128

b Nonduable gonds 1,368 9 14297 14861 1,459.0 14716 [,480.9 1491 4 1,494 8
3SeIVIES L 25516 REGHEA 2838 RVARN] 2770 28179 28528 28847
O Choss pavate damestic wvestient . 0 0 o L R7L L [RIIpnS 1065 3 1,050, 10720 1,050.3 10748 1,064 4

! 'ised mvestent .. R 8505 Y349 10282 9ol 1,019 1416 3 1,036.6 1,046 2
8 Nomesidential 088 067.2 7385 V7.9 7236 7304 7463 9.7
9 Stiuctures oL T 171.8 180 2 (99,7 [X8 8 1945 197.6 204.0
10 Producers’ dutable cquipment . Lo 427.0 487.0 5388 S09.1 5390 530.8 545.7
11 Reswdential sbuctures 00 L oo 251.7 2877 2808 2918 2904 2819 296.5
12 Chinge i bustoess mventories . 2006 R 370 S8,/ 5% 1 340 N2 178
I Nonlwm . 208 480 06 ss.1 6.8 161 418 v 9
Eh Net exporis of goods and services [AN] 00,4 1023 wu.7 106 6 (224 tO0.R YOR}
15 Fxports 660.0) 7220 8015 1030 7760 796.9 8125 820.9
16 lmpoits o 1219 KK} 06,7 8O3 3 RES | 919.4 913.3 9042
17 Government consumption expenditiies and gross mvestiment 1.289 9 L3147 135K S 1,333.5 1,346,0 1,350.9 1,36:4.5 1,363 5
I8 tederal e BN 5221 SI6 3 510.7 5209 5199 822.6 S10.7 S07.8
19 State and local 1678 TORt R 7 8120 8261 #3474 8477 854.7

By ajor tvpe of produect
200 Fmal sales total oo 6,529.7 08718 7.208.% 70213 7.089.7 7.1625 7.260.3 73220
21 Goods .. oo oo 24009 25342 2,660 3 2,600,9 2,017.3 2,6:42.3 2,084.5 2,697.1
2 Durable LOI38 LOKS.O 11419 1LE13 3 1,118.6 1,134 0 11645
23 Nondurable .ooo00 00 1,387 2 1H48.3 [INIRE) 1 487.0 1,408 7 1,508.3 1,532.6
24 Scviees 15817 37424 19209 3,.800.3 38500 3004 5 1983 1
25 Stuctures .. L 5470 595.3 6276 ol41 0198 015.7 o123
26 Change i busiess mventores © L 20.6 9.5 370 587 581 3.0 17.8
27 Durable goods L 0 0 oL 157 39 3.9 31 St 285 273
R Nondurable poods 1] 27.7 22 256 v S 4 94
MEvO
29 Total GDP in chained 1992 dollws 0 L 60,3838 60,6042 06,7300 6,091.3 6,701.6 6,709.4 0,768.3 4,776.5
NATIONAL INCOMI

0 Total L0 51944 54951 5,799.2 5,635.0 5,697.7 5,738 5,849.2 59111
i1 Compensation of employees 0 00 Lo oo 1,800 4 40084 4,209 1 40837 ENEIRS L1780 14,2359 4,280.2
820 Wages and salaies o0 P 31,095.2 12559 34197 43202 33630 3,393.3 30428 1480.1
3 Government and government culerprises .. 5812 602.5 62t 7 6083 6lo 3 0196 6241 6269
34 Other . L 25110 20534 27979 2 2774606 27736 JRIE2 2853.2
35 Supplement wo wages and sakanes J14 2 7524 /89.5 7636 778.6 7856 ™37 800.1
g Fmployer contihutions tor social msunce 3333 150.2 165.5 558 300.8 RICRK¢E 3678 RIGR
37 Other fabor meome O Y 4022 2400 J07 8 4177 422.0 42549 430.2
W Propuctos’ meome! o 200 1509 4783 469.4 4120 4147 479.6 4867
W Business and pmliwwuml‘ 38K 1 4159 REDA 437.1 S35 RYA 4515 4549
HY o bam' 0 320 350 29.0 324 285 27.6 28.1 i1.8
41 Rental hcome ot ]w(wn\' 1025 116.0 1222 1219 120.6 1240 120.9 1258
2 Corporate |1|u||1\‘ RICN 920.5 588 6 568.9 559.0 561.1 0149 6186
43 Profuts betore Ly e GOk 528 2 600.8 5704 594.1 SRE.4 604 6 6110
44 nveatory valuation adgustsent 6.6 133 281 228K 519 42.4 93 8.8
45 Caputad consumpion adyustment L 6.7 1na 15.9 23 174 150 14.6 16.5
S0 Netmtewest o oo 0 L 3981 1928 4010 3014 4039 402.6 AUNR 3997

b Wath iventory vaklwation and capital consumption adjustments, S Poradier tax protus, dividends, amd the Tike, see table 1448
3

With caputal consumption acjustiment

SOURCE, US, Department of Commveree, Survey of Crarrent Business
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17 PERSONAL INCOME AND SAVING

Selected Measures

Billions of current doflars except as noted; quanterly data at seasonally adjusted annual rates

A49

Account

1 ‘Total personal income

NS e

=

9
10
1l
12
13
14
15
16

3

23
24
25

2

2

=x

29
30
31

32
33

3

35
36

3

3

R
19

40

PERSONAL INCOMIE AND SAVING

Wage ad salary disbutsements ..o
Commoduy-produciig, mdustiies
Manulactunmg .
Distrbutive industries
Sevice aidustiies
Governmient and government (lllu|)ll\t.\ .

Other Labor meome
Proprictons” mcome
Busmess and profe ol
tarm
Rental income of pusnns
Dividends ... ...,
Personal miterest mcome
Transter payments

Ol ape suivivors, l]l\xlhlllly, uul hull L sutance undlh

LESS: Personal contibutions tor social insutanee

EQUALS Petsonal meome

LSS Personal tax and noutax payinents .
BQUALS: Disposable pevsonal imcome

LESS: Personad outlays .

LQUALS Persomal saving 0 o o oo

M MO

Per caputa (chained 1992 dollary)
Giross domestic product .
Personal consumption upuuhlulu
Disposable personat meome

Saving 1ate (pereent)

Grosssaving . ... . L oo

Gitoss prvate saving ... .,

Personal saving
Unchstnbuted unpumu |>|uI1I\
Corpmate inventory valuation mlJll\llllLlll

Capital consumption alioveances
Corporate
Noncorpotake

Government suiplus, or delieat (), natoml mconwe and
moduct accounts
Federal

State and local

Grass investment

Gioss prvate domestic mvestment
Net toreign mvestinent . .

Statistica) discrepancy. . ..

60,2139

1481.5
8615
0445
8089

11820
6209

430.2
486.7
454.9
LR
258
217
782
10414
Sta.l
2088
62134
807.2
5,006.7
5,10y

2058

25,008.6
17.477.7
18,926.0

49

1,207.9
1.126.6
2058

165.2
L%t

4630
ERRE))

06,8
154.9
88.1
L1750

1,064.0
1L

—34.9

1994 1995
1993 1994 1995t — H —_——
01 0l Q2 o

5:479.2 5,750.2 6,101.7 58939 5,995.5 6,061.9 6,135.6
30006 324101 34197 33185 3,861.60 1,393 3 32,3
781 3 8250 KSR,/ 846.0 %502 8850 850.9
593.1 6213 6428 6360 0414 6405 06429
008.4 7393 7879 7627 T08.% 1786 795.4
1.026.6 L0743 11513 1,101 6 1,120 11400 11628
584.2 602.5 621,71 6083 610.3 0196 024.1
3809 402.2 4240 40/ % 7.7 4220 4259
4200 4500 478 3 460 4 4720 474 ¥19.6
3881 4150 4493 471 4415 447 1 451.5
2.0 15.0 29.0 [oR 5 276 8.1
1025 116.6 1222 1219 120.6 1216 1209
186.8 199.6 2148 2006.7 2095 2122 2158
047 3 661.6 74.6 6784 0L 7149 7175
9107 956.3 10226 9741 1,002.4 10168 10299
Add b 4729 5074 4%2.1 4976 505 | 5107
2596 2781 04,5 2835 290.2 2027 2962
5479 2 5,750.2 6,101.7 S.803.0 59955 6,0619 61356
0899 7314 7943 J48.1 170.0 801 S 98 4
17893 SOIR4 5,307 4 51158 5,255 5,260 4 53472
45129 4.820.5 5,060.7 40278 4972.2 5,049.0 5,104.6
2004 192.4 2408 274 2533 214 26
d242 L 2520 | 250138 | 255080 25,550.1 25,540 2 25.095.9
16,8075 17.150.4 17402.1 17.280.5 17.780.3 173917 74655
18,0750 18,320.0 [8,757.0 18,5440 18,6720 18,6340 18,794 0
4s 3K 45 4.2 4.8 40 44
938.4 1,055.9 11416 1,064.9 LLIOS 1,092.3 1,185.7
904.5 1,006.0 10625 L0128 10399 1,007 3 1.076.1
2164 1924 2408 207 2533 24 2426
[((Ee] 1202 142 5 136.8 120,60 1223 162.0
0.6 13.3 28.1 ny 519 423 9.3
4170 4410 454.0 4303 444 4 4503 4569
241 2371 2252 2073 2002 2224 2247
159 8 90,2 676 911 74.4 615 6717
254.7 189.9 162.6 190.4 178 160.5 1616
949 99,/ 950 993 99.0 990 939
9945 1,087.2 1,146.1 1,104.5 1,146.7 1,113 £,150.7
871.1 1,004.4 1,005, 1050.1 L0720 1,050.3 L0748
RY.2 139.0 1411 6Ly 144 4 1601 148.9
55.1 33 4.5 39.7 0.2 216 —5.0

L. Wih mventoty valuation and capital consumption adpustinents.

2. Wauh caputal consumption adjustment

SOURCT .

(LS. Depatment of Connneree, Survey of Crorent Bisiness.



AS0  International Statistics [ 1 June 1996

3.0 USINTERNATIONAL TRANSACTIONS  Summiary
Miltsons ol dollars: quarterly data seasonally adjusted exeept as noted”
19t 1Ous
Benn cedits o debits 1993 199 s f—— T s e —omm - = -
(82 Ot Q2 3 QW
1 Ceoncunentaceount. L 09,925 (51,245 152,915 43077 180 G412 10,40 3,073
> Merchandise trade halance 132,618 166,099 174,469 43188 ERAL 48,054 13406 030
i Merehandise exports d50,803 502488 RYARTD] 133,910 [REFERAY 112,067 [ 45,050 1IR&3/
-1 Merchandise imponts 589,40 0608 SR TR 1771144 182,784 tu1,321 IK8, 876 186,867
5 Mty tansictons, el IR 28 2810 679 RN 987 hE) /92
6 Other senvice tansactions, net 57328 AYNRD) (), 2.4 15,342 15,013 11726 15,130 15,3048
tnent weome, net 9,000 922 11, 112 A7 2030 2,081 5003 1,527
8 povernment grants 16,311 15814 11,027 6,245 2807 2,281 RIS t’ 2941
49 US povernment pensions uul other 0 m\lu\ 3,78 4247 L 1,064 [ B8Y 656
1) Prvate tennttances amd other tusters 13,988 t~.700 15,954 RURT 1071 FIOREN 3051 4087
11 Change S povernment assets other tha olhicial
LESCIVE dssets, el credse, ) 330 i22 326 93] [~2 1RO 2o W)
12 Change i 1S, ofiical ieserve assets tnaaease, ) 1,379 a6 9.0 RAIER) 5418 RAVRRS 191
13 Gold . ) [l 0 ) 0 4] 0
11 Specud xh‘n\m-v m!l)l\ (\I)R\i S/ bl 808 11 RO 156 117
15 Reserve position i Intesnational Mooetary uml 8] S04 24606 2 526 TRO 163
16 Vacipn conencies Y AOAY H,408 2084 1925 17780 SO
17 Change i S prvate osels abrowd (merease, ) L 182,880 130,875 70,028 50,758 69,985 07453 76,720
18 Bank-reported clanns ' 29,047 915 59,0044 16,651 29 284 39 .0R2 4,309
19 Nonbank reported clanns 1,581 32,021 20,3598 12,349 11,518 18,194 .
W US purchiases of forcign seaatities, el 111,807 40,799 93,709 15,238 6.567 MNAll ST
21 LS dieet mvesiments abrowd, net 72,60t HAT0 96,89/ 11,920 22016 1724 40878
22 Cluasge i torean oload assets s Uinted Stdes fmovase, H) Fiae 3,09 P16,483 12 22008 YRR 1) W, 340 10,993
23 s lumln\ seennlies REIORR HENRA] 68,773 7470 10,131 ARNIL] 20,189 12,084
21 overnment obligatnons 4002 [(X{RN] 374 1,008 1126 1320 S8 761
5 . overment labities! b 706 REUN 1,814 697 | S Sy ]9 1,374
200 Other € Laluliies I\pl\IlLLl by U8 h.mkx 1481 RIURR] IREUTH Y830 10,910 7880 18,178 4,08
! Other toreen oflicial assel I\ 2,585 Y a7 3,200 49 265 2949 RRAS 280
28 Clunge i toreign prvate assets m United States inaeise, 1) 176,382 251,950 IR A% 85,130 725383 80,490 71098 79016
29 ULS, hank repotted habilities 20,859 114,396 19,006 34,676 33 12,23 MY RONFIN
360 U.S nonbuank 1epoited habihoes, Lo 10,489 4,324 27518 5,202 10,115 10,527 0,938 .
i1 Foreign private purchases ol US - Cieasury secuities, net 2H068 IARAN 99,081 25924 29910 ML3LS 3,192 1064
§2 Foragn putcliases of other US seaunties, wet FORINS 58,625 94,576 10,195 15,810 20,54 0077 27,234
3 Forcpn ducct mvestsents vt United States, aet o7 Wi EAN 19,578 17,025 12,866 23,060 RIVORN
31 Allocation of spearal diawing nights Q0 0 4] 0 [§] 0 0
15 Disciepaney 15,985 14,269 6,081 13,718 19068 19,105 8,777 17,233
30 Due to seasonal ml]uxumnl . IR2 0,162 3/ 076 OO0
37 Betore seasondl adpustuwit $5.U8% 4,769 6,085 12,930 12006 iI8,817 SdiL700 {6,033
M1 MO
Changes o offtcat asvery
A8 LS official teserve assets Gnercase, ) 1,479 5,440 9,/12 2048 5,418 RWER 1,894 191
39 Foreagn ofticial assets e Uned States, \Almluw llm 25
tnwiease, 1) 70,440 §7.108 108,609 LI 22462 47,330 39,257 9,620
40 Change i Orgazatton of Petrolewm Bxporimg Counties ofhor
assets an United States (pant of e 22) 3717 1184 HeH2 1,120 322 tl 6278 FA463
[ Seasonal Lactons are not caleulaed tor lines 44 16,18 20, 22 31 and 38 10 4 Assouated prmandy with iy sales contracts ad other ansactions arcanged with

2 Data are onan niternationdl aceounts bases The data difter from the Censas Basis dala,
shown m table 31 tor easons of coverage and mnong. Miditary expoits wie excluded trom
merchandise tiade data and we meladed i huoe 5,

© Reporbmg banks madude all iy pes of depostory mstitutions as well as some brokers and

dealers,

ot thaough toresgn official apencies
5. Consists ot investients i U'S corporate stocks and - debt secanties of povate
corporations and state and local governnients

SOURCL, US, Departmient of Comserce, Bureau ol Feonomne Analysis, Sivey of Crrent

Bustnenss,



34 U8 FORTIGN TRADE!

Milltons of dollars; monthly data scasonally adpusted

Sunnary Stutistics

A5

ftem

[ Goods and seivices, halanee
2 Muerchandise
i Seiviees

4 Goods and services, eapotls
5 Merchandise.
6 Seivices .

7 Goods and seivices, anparls
8 Mewchandise,
9 Surviees

1993

PR
018
S

[SARYL]
IRIR AR
181,755

HCRY
SKY 1Y
12004

1994

106,211
166,101
SURKY

101,200
502484
198,710

80/ 414
608589
18,829

1995 1990
1995 — s = = - *Tf -g— —— ———
Ang, Sep Oct Nov D Jan,
4 L S S, e i -
1,509 R0 8,0/0 816y 6,817 6,953 9874
174,555 13,153 13047 13,6492 12128 17,306 15,075
63,050 5097 5,027 5,527 5,288 5.3 51917
783,705 060,545 61574 060,652 67,303 OR 10y 606,793
ST4LR77 1, 0,717 8920 19,524 50,3938 49,011
0K, 828 11,502 17,857 1773 17870 17711 11,782
805,210 /1801 644 TER1/ 71,230 15,007 16,671
710,432 62476 03414 02,612 G1LOIR 62,701 61080
115,778 12,425 12,230 12,205 12,582 12,463 12,58

Leb

K102
14,780
9,994

G800
49,7201
18,373

16,288
G1,507
12,781

1. Data show monthty values consistent with quarterly hpares m the US - balanee of SOURCE. Ffo00, US. Depainrent ol Connnerce. Burean of the Census and Bhaeau ol
paytents aceounts, Feonomie Analvsis
312 ULS. RESERVIEL ASSETS
Millions of dollats, end of period
1995 1990
Asstl 199 1994 91— — _— T 3 R T T
Aug, Sept Qct. Nowv. D Lan el Ma!
- e~ o oo R - - N [ - .4 E R
Vilstal oL 71823 73,442 7-4,338 86,648 87,152 86,224 85,758 R5812 ®2,717 84,270 84,212
2 Gold stock, including, Exchanpe
Stabihization I"umljI 11056 11,053 o1 1103 [ANIAY 1,051 11,050 11,050 11,052 L1054 11,093
3 Special diawing npghis=' o0 o . 8,50 9,019 10,039 (ANR 11035 10,940 11,034 11,034/ 10,77K 11,106 1LY
4 Reserve position i International Monctay
Fand™ ... ... [RAY] T1L.KI8 12,030 11.4/0 14,681 14, /00 14,572 1161 14,412 14,814 15,240
5 Foeign curencies?t 40,008 YRR 41,2105 49,979 50,385 49,524 49,009 RUXIOIN 46,575 47,208 40801

1 Gold held “under carmark™ at Federal Reserve Banks o forewn

and mtermatonal

accounts is not wcluded wrthe pold stock of the United States, see table 313, fme 3 Gold

stock is valued at $42.02 pet tine toy omee

2. Special drawing nights (SDRsy wie valued accordmg 1o a wechmaue adopred by the
Tuternational Monetary Fund (IMIE) e July 1971 Vadues are basesdt onacowerghted average of
exchange wates Tor the careendies of member countoes Frony Tuly 1974 through December
1980, sixteen currencies were used, smee Jlamiary T981, five currencies have been used. (05,

SDR holdmgs and reserve positions athe IML
1974,

Iso hav e Been vabued on this basis

stiee fuly

3. loctudes altocations of SDRs by 1he International Monetiy Tund on B 1ol the yem

mdicated, as follows: 1970 $867 nnllon; 1971
SS9 mudlion, 1980 $1,152 nullon, 1981
4 Valued at conent marhet exchanpe rates

ST oulhon; 1977 3710 nthol

n, 1979

S LO9 T mllion, plus iel liansactiions me SRS

313 FOREIGN OFFICIAL ASSETS HEI D AT FEDERAL RESERVE BANKS!
Mithons of dollars, end ol period
(99 1990
Asset 190 1994 1991 - B - — B - - -

Augp Sept Oct Noy Dec, Jan Feb Ma "

I Deposits. ... .. 205 JH6 250 165 201 275 194 R0 165 209 11
Held in custody ,

2 L8 Treasury seeueibies” 31 IR 479,49:4 44,800 S0, /37 S06,57° S07.0/ 972,050 AREN ] NG AAUNEN| 5734389
3 Hatmarhed pold™ .o IRRERS 12,327 12,083 11,78 11,78 [N 14,702 11,702 1702 11689 L1590

I Pxcludes deposas and LS Treasun
organizalions

2 Matketable 1S

securtes held tor

secunties, m cach case measured it fice (ot macken) satue

mternational and regronal

frcasuny bitls nates, and bonds and nonmathetable 1S Treasuny

3 Held mforergn and intermational aceounts
micluded mthe gold stock of the Unued States,

and valued at $42,22 per ine tiov

e nol
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315 SELECTED WS, LIABILITIES TO FOREIGN OFFICIAL INSTITUTTIONS

Millions of dollars, end ol penod

1993 1996
Iem 1993 9wl — - — - — - -
Aug Sept Qct! Nuv Dee lau teh !
R _ - _ - P R S (AN DU R,
I Total' 482,915 S20.828 613,140' | 619.711" 6t7912 042,730 | 630,221" 044,567 470,394
Iy type X
2 Baabihities tepontad by banks m lh«; United States” 697121 73,251 10 HY6S [NISMARY 108075 9,516 106,704' 103,502 102,990
v Freasmy Dills aid cestibeates” 0 0 L IS 100 4,570 157,516 163.0U1 157,277 171,360 163,531 173,049 191,188
US “Treaswry bonds and notes
1 Maukctable . 2223 D059 290,708 DRO.E 291918 291,033 291,081 06,299 314,80
q Nomahetable N 4,052 6,104 [ORRD] 6,300 6.1/ 0,419 0,491 6,531 6,570
6 S secunties other than US Freastey secunifes G0N A7 8049 33,568 S3761 54,208 54,400 54,806 54283 5,060
iy wrea
7 baope 207,040 RARIIA) 220,13 222,008 28,18 2219208 228319 23,270
8 Canada, o0 00 0 o0 15,285 17,235 21,508 20,522 20,358 19,5135 [DRIYES 19,078 18,850
9 [ atn Amenca and Carthbean 55,898 A2 64,557 63618 61,53 0230 06,508 70,538 70,761
0 Asa oo 1v7./00 236,819 297,483 03 80V 315,025 36038 RIUOAS §20,502 130,018
LT Alica 4052 7Y LIy HOK 16l 0,080 6,206 0,924 6,5 /4
12 Other countnes YO R4 AR A 1,207 4,032 oS 5,001 4,204 3,019

1 Includes the Bank Tor Iitermational Setdements

20 Ponepally dennd deposits, tone deposits, ankers aceeptanee

commercnl paper,

negotiable tie contlicates o deposit, and borrowmgs under wepmehase aprecuenis
3 Includes nonntahetable cerhficates of indebtedness and Lreasury bills issued o ollictal

wstitiians ot torerdin coutges

4 Eaeludes notes isued w Jorergn otficiat noneserve apencies Incudes cotrent value ot
sera coupon Treasury bond sssues o loreipa poverments as tollows Mexwo, begainng
March 1988, 200 yewr matinly issue and beginnnip Mach 1990, 30 yenr matidy ssue,

3160 LIABILITIES TO, AND CLAIMS ON, FORKIGNERS

Payable in Foreign Canencies

Mithons of doltas, end of perod

Venezuela, hegnnmag December 1990, 30-year matury ssae; Argentina, begnming Apni
1993, 30-year matunty issiwe

S Debt secunities of US, povennnent cotpotations and tedeially sponsored agencies, and
S corporate stacks and bonds

SauRet. Based o LS Departinent of the hreasuey data and on dista reported to the
depariinent by banks (mdiudmg Federad Reserve Banks) and secundies dealers mthe Unted
States, and on the 1989 benchnnk survey ol toreign pottiolio mvestment uy the United
States

Repotted by Banks in the United States!

1995

e 199 1993 L R e e

M, June Sept bee,

b Bunks' habitities 12,196 78,259 89081 96,1139 106,021 102,068 112,521
2 Banks” clanns . 62799 62017 60,689 72,74 17,038 69,450 14874
3o Depostts. . 2240 20993 19,661 24,020 28,904 25,712 22,088
4 Other elanus R e 18,5549 41,024 41,028 48,312 18,204 43,738 52,186
5 Clatns of banks™ domestic custoners A482 12854 10,878 8.8/70 10,24} 0,024 0,145

I Dataon clams exclude foreign cutcenaes held by U S, monetary authores,

2 Assets owid by customers o the repothing: bank located m the United: States that

represent dans o doreigners held by reportmgs banks Lo the accounts ol the domestic
custorers



317 LIABIL l'l'lliS TO FOREIGNERS  Reported by Banks in the U

Payable in ULS. dollars

Miltions of dollaus, end of period

nited States!

Bank-Reported Data

AS3

1995 1990
ltem 1994 1904 lgyst f— - — - —_ - === - -t - - -
Aup, Sepl. Oct. Nov et Jan Fen P
BY HOIDIR ANDEYEL OF LIABHEY
t Total, @l foreiguers 926,672 LMBAT2 | LO9S 400 [ 6,076,427 | 1,074,039' | 1,098,512' | 1,104,705 | (095400 | 1,094,408 | 1,096,757
2 Banks’ own habthues.. o000 e . 620919 722,155 749,552 745,680 735,152 162,723 155,08Y! 719,552 743,002 127,297
3 Demand deposits o0 . o J1,569 23,380 24,440 21,7179 23,1014 24,161 23114 24 Ho 22,181 325
4 Time (lupmlh . L 175,100 186,512 193,219 197,101 188,151 202,532 193,881 193,219 198,708 192,873
5 Othe' oL e PN . 111,971 116,699 139,347 119,315 136,550 116,150 IRERUN] 19,317 1-HL678 147,013
6 Own forcign U"l(.k\ o e 318,273 195,558 192,540 187,465 180,744 0,574 81,970 192,540 180,195 361,286
7 Bunks' custodial labilities” . e e 290,754 296,317 115,818 330,741 148,887 135,780 39,610 349,848 151,399 309,400
8 US Treasuty bills and certili (m\ 176,734 162857 197,060 187,318 193,070 188,5745" 201,815 197.0066 03,478 224865
9 Other negotiable and 1eadily tris
mstraments . . e 30,289 42532 52,219 45,1758 41279 Ry 49,960 ARRID) 46,973 A3
160 Othes ..., 80,725 90,928 96,534 O8,754 8,938 99,303 07502 96,538 100,948 112191
L1 Noumonetary intemnationsl and segional mgum/ulu)ns‘\ 10,936 8,000 10,848 10,319 13,011 10,2094 9704 10,838 10,593 DICTR|
12 Banks' own liabibiies B A 5,030 8.176 10,146 9015 12,120 8466 8,310 10,146 9,539 9,116
13 Demand deposits.. oo 15 o9 M 40 2 I I3 21 30 43
14 Time deposits . . o e 2,780 31,208 1050 4,042 Lals 3,001 5,631 1,656 RREY 1200
ts Other oo . 2844 4,849 5,409 4,378 7,181 HARY 1,074 5,109 5,197 5897
1O Banks” custodial liabutines™ . NP el 5,207 430 692 1,301 891 1828 1,459 [N 991 795
17 US Trcasury bibls and ceritficates® 4,279 281 350 820 454 1,442 962 350 61 355
I8 Other negotiable and yeadily nansteiable
instiuments™. . L oo o e 1,022 149 1 118 537 1860 493 S 230 230
19 Other . L. . . . e 0 0 | O 1} 0 0 | 0 {0
20 Official mstitutions” .. . . 20821 212851 275,238 262 Ab| 273! 205,35 280,882 RYARAT 277,451 294178
21 Banks™ own labibiies. o000 e . O, 14 59830 82,759 83,560 80,192 83837 85,951 k2,159 81L0238 81825
22 Demand deposits. o e e 1,000 1,564 2098 1547 1,640 1,000 2,0U8 1,57 1087
23 Time (lqnml\ ....... o . o 21,653 RRIEN' 30,059 1,74 30,634 30,027 10,959 27,921 20723
24 Other Lo - - - 10,891 34,155 49,702 50,245 51,557 53231 49,702 55,180 RRETR
25 Banks' custodial labihtes™ Lo e 156,677 134,02t 192,479 1/8,915 i87, 140 181,915 195,331" 192,479 192,828 210,353
20 LS. Theasury bitls and cendicates? . o (S, 100 139,570 168,534 157,516 163,093 157,271 171,360 168,534 173,949 1U1,18%
27 Other negotiable and teadily bansierable
mstoments’. ... . 482 13,245 23,001 20,715 23,71 24,000 23,0100 23,601 18,932 18,138
28 Other ..o e . e e 95 200 344 601 210 23! 355 3 47 L1027
29 Banks'" . R Ce 592,171 681,051 OR7 404 O8-1091 o10,470! 699,109 687,415 687,103 083,408 666505
0 Banks’ own lubahties PN N I Y AN 566,161 564,003 562,651 54700 575,678 502,119 561,003 555,019 537,259
3 Unafltliated toreign banks PR . 160,482 170,603 171,524 175,130 161,018 185, L0 178, 139" 171,523 174,551 173973
32 Demand depostts. 00 . 0,718 10,633 11,745 10,061 11,818 1134 11,232 H S 10,2:47 10915
33 Pine deposits™ . . . 105,262 Tz 103,847 108,081 U8,6068 114401 105,401 103,837 110921 105,202
4 Othet' .. e e e L 45,502 48,799 55,041 56,444 S(,532 59,367 01,500 35,941 54,386 37856
35 Own taraign oflices o . e 118,273 395,558 392,540 387,465 (LGRS 30,574 813,970 392,540 180,195 364,280
36 ustodial liabilines™ ... .., . 113416 111,890 123,340 121,440 122,608 123134 175,300 123,340 128, 149 129,300
37 Treasury bilks and cerlicates". oo 10,712 L1240 15,6034 15,489 Lo, t/o 10,429 HO.687 15,634 15,992 17947
38 ()lhu negotiable and 1eadily tansferable
mstuments’ . . - .o 17,020 14,505 13,0035 10,142 9,680 9,754 L3070 14,045 13,5990 17001
3 Other .. B P . 85,081 8O 145 94,0671 5,80 96,748 97,248 95,543 94,671 98,867 09,265
40 Other toreigoners . e G e 102,744 119964 121,921 119,50 117,320 123757 120,014 121921 122959 126,103
41 Banks' own ]h\l!llllll See e B . B 783K RB7.988 92584 00,118 89.0/% PINAR 99,08 1 92,584 DARAYI v7.097
42 Demand tlL]!()Ells. . . 10,2360 tl 160 10, SK ) 10,131 10,500 10,007 10,159 141,582 10,482 10,880
43 Tune (lqumls AN T 45,4 48,512 52,004 52,929 53,590 54,225 ARNI(Y) 55,9 %4 NIV
44 Other ! - . . e e 28,290 2R 25,040 1019 34,700 R AL RUAOIR SRS
49 Banks” custodial habahites” ... ... P 24,364 ROV 29,088 2R 20015 210 IRV 29,128 2,000
46 U.S Treasury ks and coheates?, . 10,652 11,706 13,4%7 [RRE SR 13527 12,84 12,548 12,773 175
47 Other negotiable and readily nansieiable
instinnients - e .o 12,765 11,633 13,820 13,275 IRKVA 12,706 15,27 14,61 12042
48 Other oo 0 o - 16 1,577 1,781 1504 LRI 1,904 [IR1¥) L7 1,889
MeMO
49 Negotiable e certificates of deposit in ul\lmly fo
foreigieis. ..o Co . 17,567 17805 4,099 10,400 9,918 16,200 PREYA 9,009 1,479 10,544
. Reporting binks include all types of deposttory institations as well as some brokers and 6. Ineludes nonmarketable centificates ol indebledness wd “Freasary bitls wsued o oliicial

dealers, Excludes bonds and notes of matusties longer thin one year,

2. Excludes negotiable time certificates of deposit, which me meluded i “Other negotia
ble and eadily transterable instiuments

3. Includes bouowng under 1epurchase agreenients

4. For US banks, includes amounts owed to own lorergn nanches and foren subsilun
ies consolidated m quarterly Consolidated Reports of Condition filed with bank egulatory
agencies. Lor agencies, Dranches, and magonty owned subsidiaties of tareign banks, consists
ipally of amounts owed (0 the head ollice o1 pacenl loeipn bank, and to toreten
branches, agencies, or wholly owned subsidianies ol the bead oflice or parent foregn bank.

5. Financial caums onoesidents of the Unded States, other than long tetm securies, held
by o1 thiough 1eporting banks tor toreipn customers.

uststutions of foweg countres

deposit

doltars’

Settlements
10, Excludes cential banks, which we inchuded e Olleral insutations ™

7. Prncipally bankers aceeptances, commereral paper, and negotiable ime certthicates ot
Py 1

& Ponapdly the Internationad Bapk o Reconstiucnon and Developient, the Titet
Anencan Developsnent Bank, il the Asian Development Bank - Excludes
ol the International Monetary Fund.
9. boreign central banky,

“holdings ot

lorerpn central povernmients, aikd e Bank ber nteronational
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3147 LIABILITIES TO FOREIGNERS Reported by Banks in the United States' Continued
1995 1996
ftetn 1994 1994 1995 —_— — 7 —— 4 — 7 — —
Aug. Sept Qct. Nov Ded! Jan. el
- - I - SRS N O A
AREA
St Total, all fercigaers. .. 926,672 | 1L,MB472| 1,095400 | 1,076,427 | 1,074,039" | 1,0Y8,512' | L,104,708" | 1,095,400 | 1,094,461 | 1,096,757
S| Foreign countrics . ..o Lo L 915,736 | LO0Y,866 | 1,084,502 | L066,108 | LO61,028" | LOBS,218' | LU94,911" | LLDBL,562 | LOB3908 | 1,086,846
82 lwope o L 177,911 39311 362954 170,545 362,081) 3760427 362,954 308,324 371,501
53 Alstria Lot/ 3,653 3,537 1,860 5,221 1887 3,537 3,437 2096
51 Belgmm and Lusembomyg oo oL 28,070 21,978 2L81S 24,598 24,049 25,192 24815 24,881 20182
55 Denmnark 4517 2784 2,921 2408 2476 L77 2021 2,979 3,801
56 ladand. .. 1.872 1,430 2831 2270 1,u72 249 2831 2421 2409
57T lwance o0 0L <,3H0 45,217 39,204 43,3014 34,117 RRNRRS 39,200 39,697 40,845
S8 Germany o0 0 oo e 10,085 27,191 >-LO8S 31,257 31,390 26,362 REXIAR] 25,088 24,695
S Gireeee 1,519 1.303 2,011 2,308 2,119 2,033 REUIY 1,998 2,003
o) Taly .. .. . 11,759 10,885 10,670 10,823 8,017 10,251 10,670 9,616 12468
61 Nethetbads oo o000 0 o0 16,096 16,033 13,717 10,685 13,107 14,933 13,717 1539 12,175
62 Nerway . . 2,960 2338 1,304 2,087 Lot [ O48 1,394 1,067 1,246
63 Portugal . 3,300 2,840 261 2033 3,033 2,902 2,101 3,055 RIORS|
O Russi 2581 R 7,050 7,265 0,367 7,334 8,979 7,050 /858 9,180
05 Spam.oooooe 20,490 11675 10,012 10,000 10,100 14,407 L8109 10,012 11,838 11,657
66 Sweden o0 0 L0 L 2,138 3,004 3,245 2,896 3,16/ 2,035 3,720 3,215 2,555 2813
67 Switzetlaad L, 1,560 H1,950 13,627 41,044 A 42,588 41,178 43,027 HLEOO 42004
68 Tuthey e 3,017 RIRAY| 4,124 3523 3036 4,007 L0110 4124 1450 4,559
(63 Unued Kngadom . 133,994 163,793 139,185 £50,781 141,577 (47,448 148,384 139,185 152,654 [EYRIVAL
70 Yugoslwaa' oo [N , 372 245 177 [B18) 215 210 171 Lt/ 163 163
T Other Futope and other toimer VS S R ! 33,431 27,769 20,388 23,588 23,880 22930 28,158" 26,388 21,012 23772
1 Canada o KURRR] 20720 26,239 28,296 28,812 35,37%! 27450 26,239 28,025 RYRRR)
74 1aun Amenca and Cantbbean .00 L o0 oL 162,238 4237097 410,159 447,521 434,458 419,920° 436,580F 410,134 435,915 422483
T Argentia. oL 14477 17.203 12,236 11,541 11,180 11,539 13,031* 12,236 13,524 11,764
75 Balamas R0 10002 91,991 06,017 92,850 496,287 87,7119 04,991 06,849 91,110
76 Bennoda oo 00 00 L0 o 8,117 Sehds 4,897 6,794 5,906 6,589 6,561 4,897 $,0338 4,702
A S YKV | IR, 5,401 0145 23,790 20,143 27,592 27,3066 27,361 28,700 22,708 21876
78 Boosh West nches . 000 L 193,699 229525 239,026 244,308 234613 236,053 240,354 2390060 233003 22751%
790 Clile ... 3,183 3,120 2875 2800 2,098 2574 2,090 2828 2,978 2112
80 Colombia 00 o0 L0 31/ 4,613 3,660 3348 3,257 3,399 3,8 3,600 3718 3,888
81 Cuba o L R} 13 B 3 4 13 8 8 7 7
82 Fcuador 880 873 1,315 1,160 1130 L3t 1,307 1,315 1,230 1,201
83 Guatemala 1,207 1,121 1,275 1,122 1,197 106Y% £210 1,2/5 1,058 1,075
a1 Tamaica 410 529 481 b4 484 430 ERY 81 500 405
85 Meaeo, ... A 2RY 12,250 24,551 22,120 22,069 20,894 20,99 ¢ 24,551 23,048 23926
86 Netherlands Anulles 1,680 5217 4,083 4778 5,016 5,349 5,044 4,085 duldg 4,400
87 Panama 3,987 4,551 $,205 4998 087 4,501 L8/ 4,208 LU0 RRFA]
88 Perw o o000 o 929 900 974 1,028 90Y 897 9106 974 1,025 1,092
84 Uugaay. 0 oo s 1,011 1,597 1,835 1,933 t,839 1,856 1912 1,835 1,799 1126
90 Venesuela o, oL 12,780 13983 LTEHY 11,195 11,971 12,012 11,622 [1,810 12,062 12,628
ot Other 0,37 0,700 7.529 7,102 06,830 7,002 7,007 7,529 7,499 1745
92 Asia 111,527 155,042 240,791 199,621 223,096 222067 132,000 240,791 238162 240,308
China
93 People’s Republic of Chana $,011 10,0660 33,750 13,208 2227 22,340 20,875 33,750 35,733 32,200
9% Repiblic of China (Tawan) 10,6007 DR.GR) b1L784 9,848 10,253 10,729 11,305 LI/ 12,311 {2,955
95 Hong Kong 17,132 17,102 20,3313 24,152 21,860' 21,893 20,287 20,333 20,307 22286
96 ludia, 1bd RAERD] 3,373 2,748 2014 3,010 3272 3.3 3,203 3.527
97 Indonesw, 1,980 1,587 2,708 2175 2306 2074 2485 2,708 2,00
98 Itacl oo oL 1435 5,157 4,073 4723 4,209 1,812 40000 4,073 1348
99 Japan oL o 01,400 04,281 100,192 89,117 104,315 104,566 105,540 109,192 106,728
o0 Kotea(South) . o0 o000 oo 4913 5,124 5,770 1883 5,484 5,368 5,503 5770 5,079
101 Philippues, . 2,035 2714 1,089 2,793 2,780 2,839 2,880 3,089 2,04
102 “Huadand, . .- . . 6,137 6,466 12,279 11,177 11,803 10,458 BBt 12,279 13,121
103 Muddle Bastere ol-exporiing comtriest! 15,822 15,489 15,582 15,779 16,895 17,350 16,238" 15,582 14,417
I Other oo 0 o 14,849 15471 18,928 19,044 17,932 18427 18,447 18,928 18,450
105 Abrica. oo o oo 6,648 6,523 7,041 0,980 7.03% 7,201 7,793 7611 7,679
106 Bpypt o o0 o0 oo 2208 1,879 2,130 1,924 2127 1,948 1,907 2,136 [ 848
107 Moweeo 00 0L By 97 104 87 79 06 0f) 104 D]
108 South Alea 451 433 739 746 +6/ 934 1,206 739 1,217
109 Zane . P 12 9 10 [N Y + 9 10 Ll
1 Owb-expoitmg comtries'! 1,308 L 1,797 1,667 1792 1,544 1,826 1197 1,774 | 968
1 Other . 2,500 2702 2 855 2,550 2,859 2715 2,185 QK58 2130 RAVATL]
112 (niher AT 6,036 6,778 7,133 5,504 6,318 0,853 6,778 5,203 5,500
I3 Aushaha 3,308 50142 5,048 5459 4,771 5,007 5,/98 5,048 4,320 4,503
T Other 884 DA 1,130 1,674 817 1,308 1,095 1,130 877 1,006
115 Nomnonelary mtemational and 1egional orpamzations. 10,936 8,600 10,838 10,310 13,001 10,294 9,194 10,838 10,553 9911
16 lteratonal ™ L e 0,851 1531 9,099 8,303 11,279 8A58 8,470 9,009 9,570 ¥R
117 Latn Amercan lcgmn:ll“' P 3218 [} 893 1010 876 582 371 8914 349 330
I8 Other regonal’” B 807 456 840 1,006 RS0 128 953 840 034 142
Tl Smice December 1992, has eaclwded Bosnn, Croatia, ad Slovena 15 Poncipatly the Inteinational Bank tor Reconsttuction and Development Excludes
12 Indudes the Bank o hweriational Settlements Sinee December 19920 has “holdings ot doltars™ of the International Monetary Tud

included ! pasts of e tonmer LLS SR (eacept Russia), and Bosni, Croatia, and Slovenia
L3 Comprises Bahtam, ian, hag, Kuswat, Oman, Qatan, Sawde Arabia, and United Avab
Fonrates ¢liucnal Statesy
td. Compuses Algenia, Gabon, Libya, and Nigeria,

tor loternational Settbements, which is included im “Other Barope

16 Puncipally the Inter-Amencan Development Baik

17, Astan, Abvean, Muddle Fastern, and Baropean wegional onganizations, except the Bank
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318 BANKS' OWN CLAIMS ON FOREIGNERS Reported by Banks m the United States!
Payable in U.S. Dollus
Millions of dolfars, end ol petiod
1045 (BRI
Alea or country 1993 1991 1905 — = - - - - -1 - -
Aup Sepl Oct Nov Liee, Jan Teb!
I Total, all foreigners 488,497 483,242 526,252 S21,108 515,578 522,640’ 533,906' 526,252 522,811 515,143
2 Foreign conntries . L 486,092 478,051 524,321 519,751° 512,746 520,988" 532,488 524,321 52,538 513,010
Shunope oo 0 0 e 123,74 123,380 130,316 127,681 110, /84 131,519 131,601 130,416 133973 138,483
4 Austia L . . 412 092 565 685 070 B0 0139 505 083 73
5 Belgium and Buxemboury 0,532 6,738 7,599 8,757 7,050 7003 10,691 7.509! 8,309 8519
O Denmaik i8) 1,129 403 TRA 57 QA ol 403 S 9
! Finland .. .. . L o1 RIRS 1,055 1,001 1.2.21 1916 1,097 1,055 1,397 1313
8 Framee . oo 11,822 12,146 14,799 19200 13,95 11,807 15,759 11,799 12,053 13,0/0
9 Gemaay I AR} 1,608 RROY 8,734 ®.0914 £,081 Boidy RROY 8.7 LN
) Cheeee 0 L [ [E88] A4 1RO L0 104 LPA 419! S99 603
1 haly 8,834 0,01 5301 5,757 RICKY| 5,530 5390 53014 5,010 (R0
12 Netherlands 1,063 2,U59! 3,051 H3S4 4,690 1,59 SLuo 50511 [JEIE [N
13 Norway . 3960 09 0665 [t 1,392 1,457 [.376 603 1.09% [ 108
I Porugal oL B34 93R B8 916 URO 1,030 hitn KX8 8S4 A%
15 Russta 1310 97y 66 506 121 696 91y 0060 G678 IS
16 Spain . ... NV 3,530 2,160 RN 3520 3160 1191 AT 1811 R
I/ Sweden o0 o000 +254 098 2,060 2840 2700 RNERR 2302 20060 2318 2051
I8 Swatzedland 0,604 5, 740! 7,074 7,362 7,290 0,315 5,005 1074 Hald Lola
19 Tushey e 1,304 K78 /88 TOR 807 830 DRI 785 73 iy
20 Untted Kmgdom 62,0113 a6, k16! 67,388 04,607 54,522 6v.015" 6o911" 67,388 FAREY] /8.04)
20 Yuposhwae oL 173 205 147 240 RER] 233 237 147 81 g
22 Other Eutope and othet 1,781 L 4330 1,112 1,788 2160 1,525 RN 3,004 URYAS
23 Canada L. 18,617 18400 16,115 [ /.306 18,811 17,820 17,0108 16,115 15,690 L3834
24 Latme Amencaand Canbbean oo 225,038 223808 257,384 250,220 250444 266,035 REVRTAY 287,010 TIRAIK
2y Ajgentiva .. Ll A4 RN 0,119 06,151 6,110 6,090 6,139 06,185 6,057
20 Rahimas 63,458 60,0 54,258 61,221 62,700 60,03 54,258 00,81 H4311
7 Henmida 8,001 NAR 1 5718 8,051 (X} R K090 S8 5,001 112
X Wt oo Lo 0 11,848 9,583 13,097 12962 130/3 14,334 [RICE R 14097 13,252 1yors
20 Biish West Indies 99,319 98,754 123914 117914 120,01 125700 [RORYAS [BARIRE 122,759 108 833
00 Chile  oooaon, oo 3,014 3820 5,004 4,661 4188 060 RNVFA] 00 4,996 1,593
31 Colombia 3,181 4,001 1550 4270 4,358 L5943 talo 550 o2 a2
32 Cuba 0 { {} ( 0 { 0 0 0 4]
B Jepador L O8] 6D 825 728 BOS 840 847 825 SH R4
3 Guatemala 288 166 457 350 301 185 2l 147 43y Ral
Rh Famaica 105 258 ERE) 200 I8 289 R} 3 o 36
36 Mexwo L 15,879 17,49 18,028 10,836 16,990 16,08/ 16,826 {h,008 17,114 17,166
7 Nethedlands Anulles L 2,683 1,396' 9,229 0,311 5,513 9,213 L2018 9,029 Lo 12973
W Panama 2,804 2198 3,004 2,501 2,594 2810 5,010 1003 RETI 2803
9 Penu . 0657 yy7 1,829 [, 404 1,161 1,501 1577 1,829 1.762 1928
40 Uiupuay veY S03 400 124 RGO th RRYY 166! [ 163
41 Venezuela 2010 183 1,001 1,596 1,180 1820 1,695 L6061 1575 (572
42 Other . .00 . Lo 3463 3,660 3,363 3,082 302 3,080 RREH] 1363 1,097 1,028
43 Asia 118,775 7oy 115312 118,264 120,225 (11575 [REERS [ARRIRS 108,922 106, /11
Clina
a4 People’s Republic of Ching . 2271 836 1023 1,104 1,316 [RUE IKIXE] LUl 1,351
48 Republic of Chma (Taiwany ... 2,625 1118 1713 1,600 1,581 (581 1713 407 1,10
46 Hong Kong 10,828 9,161" 12,895 [ 1,520 15,677 10,713 12,895 13051 13867
Y ndw . Lo S8Y Q9.4 1,816 1,908 1941 1823 1,840 RO} 1.859
it Indonesta 1,52/ 1,170 1,678 1,620 1,590 1,984 1.6/8 1158 1,478
LU [N S 826 088 /49 700 s 1R 139 608 084
SO Japan L e 60,032 ACARYE 01,308 G3.301 03,075 060,500 01,308 55897 NS.077
51 Korea {South) 7.539 10,286 L1075 12866 §2.002 LS 14,075 [-}.450 15,289
52 Philippines 10 0662 [,350 623 125 789 1,350 81t 174
5% Clhalland L S 2070 2,002 2,581 2,594 2591 2538 *.581 381 3,290
Sk Middle Fastern oil-exporting, counties? 15,015 13,718 9,639 11,105 10723 u.604 4,039 8,054 6,110
85 0 Other 0 L . . 6,841 RNAR] 6,465 5,004 0,289 (IR YA 6465 7002 8061
56 Aluwea 00 oL 3,801 3,050 2727 2820 2008 2183 RAVER RVESS 2798 AR
57 Fyypt e 190 225 210 194 202 2L BRIt 210 Y08 1y
S8 Mowxeo L 481 (2] Sl4 053 67 457 REX) Sl S1t 561
59 South Al 631 671 405 514 454 60 RN -H65 3 520
o) Zane . - 4 2 { N 2 { | 1 | |
61 (il expotiay countues® 1129 R40! 552 [a% 6l 580 S8 552 589 520
62 (the 1418 867" 985 810 RS It 980 Y8 1,003 Uy
63 Othet 2,860 3,129 2167 3,454 3780 2,906 3,005 URTorg 2,001 2001
ob Austialia 2037 286 1,622 207 20639 REIDAY 1,469 1622 1,8y [RAR]
065 Othet oL R4 943 845 [82 114 871 1036 R 264 vl
66 Noamonetary intemational and eponal orgamzations® 2408 1,591 1031 1417 IR/ [,65% (b L3l 2278 ENER!

[ Reportmg banks inclucde all types of depository institations s et das sonse brokees and

dealers,

2. Sinee Brecenther 1992 T excluded Bosu, Croatia, and Slovenia,
3. [uetudes the Bank for Internatonal Settlemsents, Sice December 1992, has ncluded all
pants of the former DS SR (except Russid, and Bosnia, Croata and Slovensa

fo Comprises Batian, fran, hag, Kawat, Owan, Qata, Saudi
Fannates (Tucial States).

5. Cotpuises Alpeu, Gabou, Libya, and Nigena,

Avabia, and Unned Ajab

6, Lxcludes the Bank lor Interational Settements, which s ingcuded o Other TFarope ™
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319 BANKS” OWN AND DOMESTIC CUSTOMERS CLAIMS ON FOREIGNERS  Reported by Banks in the United States!
Payable in VLS. Dollars
Millions of dolacs, end of petiod
1945" 1996
Type ol 1993 1994 19981 | = = me e = s — P — 7
Aug Sept Ot Nov Dee lan beb
I Total 575,013 599,256 049,019 045,193 649,019
2 Banks” clans, . . JRE U7 183,242 826,252 S2LT68 515,573 RRENO 533,900 526,252 522,811 515,143
Al Forerpn public Il()ll(:\\\‘l\ RUMRS 2300 RRBTE] 21,404 RARIED] JO.8063 19,351 22.4K3 23070 23,675
} Own lorcign ollices 285,510 RENEA 03 867 290,613 298,241 3873 308,064 304,867 00,6 344 200,493
5 Calldated foreren bagks 11,805 109,728 Y8,0068 {12080 {07,532 {39149 99,555 UK,668 97,213 98,647
0O Deposits L . . HELRO 50250 §7,316 71,738 ShT6/ 47,103 42,905 37,346 35,520 37,505
/ Othes 50,973 [DRO¥S 61,400 Sh3do 56.705 0.8 10 50,030 61,322 60693 60,5607
8 All other forerpners 12804 (YRR 101,234 91,051 R7,301 GH201 106,330 234 101,894 102,843
Y Clanns ol banks” domestic customers' LYN RIS 1160001 122,767 129,620 122,767
1 Deposits B RIWAN) 6829 37,509 66,067 57.929
H Nepotrable and wadily transferable
mstruments 'L R 11,1860 36,008 15,004 45,190 15,205
12 Outstandmy collecnons wd other
clanus i1,190 19,177 19,973 8,303 IDICYE
M1 MO
13 Costomer hability on acceplances 1918 Beb2i 8,380 .81 8, 480}
11 Dollar depostts i banks abroad, eported by
nonbanking business enterprses e the
United States”, 29,150 V790 0,717 16,0918 3504 3828 31,355 .71 27,193 I,

t bor banks' clanns, datc e ionthly, Tor ckons af banks

lot quarter endmg with month ncheated

D domestie custorers, datiaae

Reportmig banks mchwde all types of deposttory mstitution as welt as sone brokers and

dealers

2. bor LLS, banks: meludes amouats due from own Toregn branchies and toreign subsdia
1es consolidated e quasterly Consobidated Reports of Condition tiled watly bank regudainy
apences For apencies, branchies, and oty owned subsulianies ol foreign banks, consists

puncipally of amounts due from e head oflice or paeat foreign bank, aud from: toreign
branches, apencies, o wholly owned subsidiates of tie head ottice o paent foteign bank,

3 Assets hield by teporhng banks i the accounts of thien domestic customets.

4 Ponaapally negonable tine cealificates of deposit, hanhers acceptances, and commercianl

Papet

S0 locludes dentand and e depostts and negotiable and nonnegotiable certificates ol
depositdenomiiated 0 U'S dollars issued by banks abroad

1200 BANKS' OWN CLAIMS ON UNAFFILIATED FOREIGNERS  Reported by Banks m the United States'
Payable in LLS. Dollus
Millions ol doblars, end of period
19995
Matiny, by bonower and arca’ 19492 1993 19494 — - T — - - = T T - =7 - -
Mar! Tune! Sepr! Deet!
I 'Total 195,119 202,560 200,048 200,908 220,208 217,000 222,101
By benrenver
2 Matunty ol one yua on less 163,342 172,662 168,332 109,893 180,314 178,675 176,278
3 Forergn public honowers 17813 17,828 15,435 15,182 LSKRE7 1hE77 1:L995
4 All other loreigners LhS12 154834 150411 170497 161498 161,283
3 Matunty ol more than one yea 3,01 29901 I018 33,891 8,349 45,824
O Fonergn public bonowers 13,2606 10,574 8101 1,892 8,220 7492
7 Albother Toreigners 18,578 19,030 260,851 25,999 IS 318,331
By wea
Matunity al one yuar o less
burope 53,300 513 RRNAR 53,072 n{), 425 RRKIEN 51022
9 Canadla P . 6,001 1,727 6,600 6,878 7838 7045 6,092
) Lati Amncrica and Cardbbean S0, 370 o), 100 58,877 61946 08,630 71,319 120403
It Asla 45,700 41418 39 851 37,605 43,045 42,502 40,000
I Alnea, 1./81 1,8.1) 1,376 1227 %Y 1,261 1,272
13 Altother, " . 0.003 179 5,795 T AR 1373 389
Maturity ol more than one yea
[ Furope . S0 5,310 1,204 9.029 1240 1504 4,734
15 Canada S 1087 2581 3,505 01 3094 3,589 2,054
16 Tatn Amenca and Cartbbean 15,312 11005 15,771 15,038 17,571 20,248 21,730
17 Asnit 5,038 5,000 SR 1.x11 AR 1376 7,901
I8 Aflirca 2380 1435 1,583 Loty 1,489 1,389 1429
19 Aot 0 -Ho 12Y) 1,385 8/ 1O I RD] 1,280

b Reporting banks medinde alt types of depositony imstitutions as welt as some brokers amd

deaters

2, Matunty 15 one reommg vt matonty
Includes nonmonctary wternattonal and regronat organzations

3
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321 CLAIMS ON FOREIGN COUNTRIES  Leld by U.S. and Foreign Oflices of .S, Banks'

Billions ol doltars, end of pernod

1993 1993 (DDA}
A o countty 1991 T e e e - - 4 7
Dee Mat, Tune Sepl Ded, M June Sepl Dec,
- —— L e - s — e e -
1hetal N G e P R R X 3447 7.7 476.8' 486,1" 486.4" 496.6' 539.7 5240 524.5 REVA
2 G-10 countnes and Swatzerland e . 1475 1313 161.8 1784 174 % 182 0 100.0' 208,/ 2008 195 &' 200, 5
3 Belgiam and Luxembowg. . . 0 0 0 0 o0 0 5.0 7.4 8.0 8.0 DX 70 8.3 73 8.5 121
4 Punce, R . [ 15.3 120 16.6 180 0.7 o1 10.8' 194 175 [UN
5 Geunany A 8.3 9t 12.6 29, 20 200 207 3y 290 RERY 204
6 lwly ... o0 Lo . S0 6.5 77 ts6 Lo iLa s 16 10.7 126 trs
T Netheslands o0 000 K] 2.8 Ll 1y iy KES i (RS 4 39 [
8 Sweden .. . e () 23 2 0] 3.0 20 > il iR0) k) 2
9 Swisetdand Lo e L 4 4.8 5.9 44! 54 5.5 S 5./ 0.2 0.0 01
10 United Kingdom ... ... . L e A o84 9.7 843 09y 049 TR 857 899 80.7 7.8 8./
1 Canada ... . . . 5.8 63 69 1.8 vy 102 1o.0! 10,5 I HLy Y.l
12 Japan oo P PN o . 2.0 18.8 176 19.6 207 16.5 200" 259 221 240 285
18 Other industiatized countees e AP 228 244 2506 422 426 126" 45,2 L oy 40.8' 0.0
4 Austria, . L e . e 0 1.2 4 10 1.0 1o Il ) ,'/ 1> 4y
15 Denmawk o oo . L . 9 9 10 1.t 11 1o [P L7 bl L8 20
16 Finland ... P e i 7 <4 10 8 8 Y ] 3 N 8
17 Cheeee oo o G e . e e 2.0 3.0 R I8 4.0 4.3 [} P9 Al 5.1 87
8 Norway ... ......... Lo 1.1 12 17 1. 1.a [K§) 20 2 18 23 3
19 Portugal oo 0 K&l i} b 1.2 It 16 |2 1.0 12 17 b
20 Spain L C T 83 Ry 0.9 P 1.2.6 LLO 10 1H] 13.3 13.3 16
20 twhey ..o oL .. e 1.4 [ 21 24 21 1.8 L6 [ 1d 20 19
22 Other Westenn Buope PP I8 17 2.0 3 28 [X1) 27 2N 2.6 30 4
2% South Alnea, ... A e . AP 1.9 17 11 1.2 12 [ 1.0 L 14 1.3 12
24 Awstaba, Lo . e e . 2.1 20 23 1.7 13,7 150 154 12.6 L3 174 16.4
25 OPEC? . [N 145 [5.8 174 229 216 "t 210 19,5 204 LY UL
260 Eewador oo 0 Lo N O 5 0 ) o D 5 v N b
27 Veneeuela, RS 5.2 A 40! 4.4' [0} 1 3 3.5 5.0 vy
28 . 27 >t i3 34 12 L) 1y S0 4 K] 90
29 st counties N . - . . 42 0.2 74 1.2 12.4 130 150 10.7 14 13 (R
300 Aldican counles . L L e s 1.1 12 11 L1 Iy v ) .0 O o
3 Now-OPEC developing counties . G . [ 12,6 831 o4 9.8 DRIl 9004 PEAY [NANG) 103.0' 1120
Latm Amicrca
320 Aggentiva .. L . S . R (X4 1 R4 QR s (N (SN 123 (B IR
i3 Brasit . PPN S . PRI 96 16.8 20 127 120 3 L 9> 0.0 13 1341
34 Chile P . L e e . 30 4.4 4.7 S a1 55 01 04 T 0.4 0.8
35 Colomba . PN BRI [ 18 2.1 22 24 2. ER{ ¢ 20 29 29
0 Mexico. .. ... - e . P 15.5 160 17.8 19.43 86 9.8 184 t/8 176 16,3 173
L TR . e . K 5 o) i 0 0 N 4] 8 N 8
3 Other o . oo P B . R REG LN 29 2 JR 2 200 206 2.0 28
Asty
Chim
39 People’s Republic ot Clima 3 7 2.0 8 8 1o [ [ L 1/ I8
40 Republic of China (Tawan) . o000 Lo 4.1 52 7.3 7.0 11 (X 9,2 85 9.0 90 9.
4 lncha 3.0 32 372 34 L 1Y 12 38 440 44 Lt
420 Iswael oo 0 A 4 .5 o 4 <4 | [} v 5 5
44 Karea (Southy 68 6.0 o7 1h1 4.3 td b 16.2 16,9 187 IR0 191
44 Malaysia 23 3 4t 52 5.2 3y 31 3.9 41 43 ot
45 Philippines e i7 3.6 il 3 Lo 29 33 [R0) 3.0 i pNi
A6 thaitand .. . L7 2.0 LN 2] DR} 15 2l 33 18 19 19
47 Other A oL e . 2.4 31 KA 3 12 L3 N 49 L] 3L 45
Africa
A8 Lpypl e e . o . 4 2 4 El s 3 ; 4 | 1 0
49 Mooceo. .. e L i .0 v 8! ) / O 0 9 9 N
50 Zane. . e . P . A 0 £ 0 { QO £ 0 5] kil 0
51 Other Alieat ... .. e . - NI 1.0 8 L Ly N 8 / 8 N Y
52 Bastern Fwope .00 0 o0 0 e 24 il 3.2 R Ll 1.0 2 23 1.8 it 42
53 Rossiat ..o A P P S 9 1.9 1.6 Lo 1y L1 8 7 R 0 1
S4 0 Yugoslavia® e ) 0 0 R 5 5 5 B 3 + A
S50 Other o o oo s .. 7 0 Y 16 1.4 LS [ 1.’ 10 73 28
56 Ofishone banking centers, ., e . o 538 S8 730 78.06' 806 e Ry RV 821" 800" KRN}
57 Babamas, . e 1y 0.9 10,9 13,7 [ 138 1oy 125 8. 12.6 15.0
98 e e e e e 2.3 6.2 8.9 8.3 0ns 6,0 84 8.0 8.4 o.1' 6.3
50 Cayman Islands and olwer British West Indies .., . e 15.5 215 18.0 175 PAR AR 199 194 247 234 IRD
60 Netherlands Antilles . . oo 1.2 1.1 2.0 IS 25 177 Ly Y9 2.4 9.9 9y
6l Panana® 14 (] 24 20 o0 19 13 Tt K] 1.4 1.4
62 Lebamon.. .. oooooooo0 00 0 Lo | . 1 Al Nl | B A Nl N Nl
63 Homg Kong ........ ... Lo 144 139 18.7 19.7 PAR] 0.3 19.9 225 230 237 291
Od Sillg‘.llymlv ..... . P RN 71 6.5 12 3.0 106 I8 10,1 92 148 134 141
65 Other’o. oL . e .. P .0 0 1 5] { 0 | 0 .0 | |
60 Miscellaneous and wnallocated® o Lo L 479 397 ERR 559 09,/ 0698 L 06/ 820 121 (R S0
b The banking offices covered by these data nelude U8, oflices and foreign branches ol 2 Orgamization of Petioleum baportg Countres, shown ndividually; other members of
U.S. banks, wmeluding U.S. banks that e subsidiacies of foreign banks, Oflices not covered OPEC (Algenia, Gabon, han, Tuag, Kuwad, Fabya, Nigenia, Qata, Saudi Avabu, and United
welude VS, agencies and hranches of forergn banks, Beginming Maich 1994, the data melude Arvab Einirates); and Babnam and Oman (not Lanmaly members ol OPEC),
lage toreign subsidiaies of LS. banks. The data also mehude other types ot LS depository 3oExeludes e Beginnmg Maech 99 1 meludes Nanibia
mstitutions as well as some types of brokers and dealers Fo elimmnate duplication, the data J As of December 1992 excludes other republics of the tormer Soviet Umon,
e adjusted to exclude the clanms on torergn branchies hield by @ US. ollice or another foeign 5 As ol December 1992, exceludes Croati, Bosn and Hercegovima, and Slovena
branclt of the same bankyg mstitution. 6. Includes Canal Zone,

These dati ate on agross clamms basis and o not necessintly relleer the ultimate country . Porewgn branch claims only
tish or exposure of U8, banks. Mare complete data on the country sk exposure of U.S, banks 8 Includes New Zealad, 1 b, and mternational and wegionat ovsinzations
we avalable m the quantetly Country Exposure Fending Survey published by the Federal
Financial Instuutions Examination Council.



A58

3.2

International Statistics [ June 1996

2 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in

the Uniled States

Milions of dollas, cnd of penod

1994 1995
Type of labihty, and aren or country 1992 1993 1994 1 1 — 17 7]
Sept. e Min. Tune Sept Deel
I ‘Total 45,511 50,597 54,309 57,630" 54,309 50,187 49,973 47,673" 46,494
2 Payable e dollaes . 37,450 38,728 38,208 41,879 iR, 208 35,903 34,281" 33908 33949
3 Payable m o loreign cugeencaes 8,055 11,869 16,011 15,75) 16,011 14,284 15,692 13,7605 12,545
B e
+ Financial habihies 23841 29226 32,954 36,4400 32,054° 29775 29,28 26,237 24,287
3 Payable m dollaes . 16,960 18,545 18,818 22,558 18818 16,704 15,028 13,872 12,949
O Payable o owipn caneneres G881 L0681 14,136 13,882 14,136 130714 14,254 12,365 11,338
7 Commercral labihines 21,670 MRyl 21,355 21,190 21,355 20412 20,691 21,436 22207
8 Trade payables . . 9,560 8,802 L0005 9,550 10,005 9 844 10,527 10,001 11,013
D) Advince receipts and othies habihinies 12,104 12,569 11,350 11,640 11,350 10.568 10,164 11,375 11,194
W Cayable wodallas .0 Y490 20,183 19,480 9,320 19,480 19.199 19,253 20,036 21,000
I Payable my lowegen cunencees 0 0 1174 1,188 1,875 1.B6Y 1,875 1213 1,438 1,400 1,207
By wred ol couniny
Financial habilites
12 Fope e 13,387 18810 21,708 24,288¢ 21,703 17,541 18.223' 16,401' 15,622
B Belgam and | unembomy 44 175 495 061 495 612 T8 347 369
14 tranee 1,023 2,519 1,727 2,241 1,727 2,040 1101 1,365 999
I Cicrnnany N8O 975 1,961 1467 1,961 1,755 1,589 1,670 1,974
1ty Netherlands e ol6 S3 552 648 552 633 530 474 466
t7 Switzetland o000 Lo S69 034 088 ({351 688 881 1,056 948 895
(B United Kingdom P 8610 13,342 15,543 18,323" 15,541 10,764 12,138 to.518 HL 138
19 Canada hRE) 854 629 018 629 1,817 893 197 032
200 aon Amerca and Canilbbean 4058 1,359 2084 1,977 2,004 2,065 1,950 1,904' 1,829
21 Bahanus 379 1,148 i 1’27 Lot 135! 81" o 08
2 Bermuda . PN (e 0 80 s 80 149 LR 144 t52
RA Bowd o o0 19 18 207 7 207 58 58 11 57
24 Brtish West Indies L, 2,850 1,533 99% 1173 Q9ug! 1,068 1,030 930" 898
24 Moo e 12 17 0 15 0] 10 § 3 12
20 Venesvelt 0 oo L 0 5 s 5 5 N 4 ] 2
Ry Asti SRR 5950 8403 8,405 8,40 8,150' 8023 6,947 5,088
28 Japan L Lo | 4,750 -1 887 7,314 7.248 7314 7,182 7,141 6,308 5430
R Maddle Bastern i exporting countires” 19 23 35 31 5 27 25 25 27
30 Atiea . R O 3 s (RN} 156 151 149 150
i1 Orl-exporting counties 0 123 23 123 3 122 122 122 122
IR All other? AR 109 SO 19 SO H) 42 39 [{8)
Commercial habihiies
i Burope . 740K 6,827 6,773 6,808 6,773 0,0:42 0,776 7,263 7,700
3 Belywm and Lusembowy 208 RRD) 241 287 2H 271 31 349 KRS
5 Prance L . 700 0655 128 744 728 42 504 528 481
36 Geanny /29 84 Gk 952 604 482 556 660 767
37 Nethedands . . 515 ORE 722 674 722 530 448 566 500
8 Switzetland o0 350 375 327 391 27 327 432 255 413
39 Unitedd Kingdom . 2,508 2,039 2404 2,350 2,444 2,848 2,902 3,351 1,508
A Canauda 1,000 L 1.0V7 1,068 1,037 1,235 1,146 1,219 1,040
41 fatm Amenca and Canbbean oo 1,933 1,658 1,887 1,783 1,857 1,368 1,836 1,607 1,740
42 Rabhanas 3 21 9 [ 19 8 3 1 1
43 RBeanuda 30/ 350 345 200 345 260 7 209 205
it Bianl P 200 214 161 147 tol 96 17 143 98
45 Bugtsde Westbndbes 0 000 R} hel 23 33 23 29 12 5 56
46 Mcxo . . 45/ SR 1 874 672 574 156 420 as7 416
-+ Vewervela o0 0 00 o0 oo 142 123 276 189 276 274 204 175 221
4% Asia 10,504 1,980 11,741 10,370 10,741 10,151 9,978 10,275 10,421
449 Tapan . Lo © 1,612 4314 4,555 4,128 4,555 4,110 1,511 3475 3,315
563 Middie Bastern o exporting countites 1.88Y 1,534 1,576 1,663 1,576 1,787 1,790 {647 1,912
Sl Alnca . , 08 454 428 408 428 463 481 SKY 01y
52 Otl-exporting: countiies L) 167 256 204 2560 248 252 241 254
S1 Oher' oL L 574 574 519 033 519 553 474 483 6R7
t Comprises Babam, han, T Kuwant, Oman, Qatar, Sawdh Avabia, and United Avab 2 Comprises Algena, Gabon, Libya, and Nigeta,
Eanirates (Tiuetal States) 3. Includes nonmonetary internatwonal and segronal ongannzations,
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323 CLAIMS ON UNAFFILIATED FOREIGNERS  Reported by Nonbanking Business Lnterprises m
the United States
Millions of dolkas, end of period
1994 1995
Type of claim, and aea o country 1992 1993 94— e S T i T -
Sept. Dec, Min, June! Sept. Dot
I Total o .0 . oo 45,073 49,159 57,488 34,838 57,888 52,218 S8,051 S3,424 52,483
2 Payable in dollus .. 42,281 45,161 53,805 30,400 53,805 A82S FUN R 49,600! 48,08/
3 Payable m torepm cwirencies 2,192 3,998 4,083 4378 +,083 303 3013 1,728 190
By type
4 Foancial cdams 0 o000 L0 o 20,500 27,71 13,897 32,230 §4,8497 JU0060 34,574 29,891 27,508
5 Deposits . 17,695 15,717 18,507 19,118 (8,507 17,11y 22016 17,974 15,133
4] Payable m dollas .., .. . PP 16,872 15,182 18,026 18,502 18,020 16,458 21,351 17,3 14,051
7 Payable m foreign cunencies .. L 823 315 481 010 481 057 [N 581 479
8 Other nancial clamns .., e 8,814 12,054 15,390 13,018 15,390 12,491 12,528 1oLy 12,2045
9 Payable indollars .. oo 7,490 10,862 14,300 11,903 144,306 11,2/5 L3710 10,689 10,976
H) Payable w towchgny conencies .0 L y4 1,392 1,084 1,215 1,084 1,216 1,158 1,208 1,289
1L Commercial claims . . 0 L, 18,564 21,388 23,991 22,597 23,0491 20612 A7 RS I 085
12 Tuade tecevables L. . o 16,007 18,425 21,158 1,825 21,158 200415 21,300 21,409 2297148
13 Advance payments and other clasis 2.557 2,963 2834 RV RN AR 2497 LAY ARPAY N
14 Payable m dollas | 17,519 19,117 21478 0,055 214738 20,600 2417 26140 230587
15 Payable in forepn coneneres o000 L0 1045 2,004 2,518 URES) 2SR [WORN) 7,060 [IIV] REURES
By wea or cowntry
linancial clatms
16 Buwope ... e . PN 9,331 7,399 7,930 ROl 100 7,630 1w R0 1,009
17 Belgam and Luxemboury, ., S 8 134 806 (s 56 116 155 160 193
I8 France ... . 164 826 800 DAY &) HO¥ 730 153 hish
19 Gemmany .. . .. 20 526 540 3 540 820 356 301 4130
20 Nethetlands oo 00000 0 0 Lo S15 502 429 S03 429 a6 ({81 627 S/
21 Switzenland 490 53 523 rtl AR 400 a4 5930 198
22 United Kingdom . ....0 o 6,252 1,585 4,649 5,023 4,640 4,010 4700 4924 3038
2% Camada o000 L 1,833 2032 3,581 1812 3,981 3,818 3,705 3,526 2,851
24 Latin Amenca and Cabbean . L 13,893 16,274 19,536 16,608 19,530 16,100 21,159 15,54 11,500
25 Balinas . ... 178 1,336 2421 IR 204 240 2,353 1,957 1,964
26 Beiuda o000 o0 L 40 125 2 5. 27 7 8 39 81
21 Braal e e O8O 654 520 A1l 520 508 S0 851 8140
28 Butish West Tndhes L B 11,747 12,699 15,228 13,694 15,228 13,531 i7,003 11,8006 [0, 391
29 Mexico ... L 445 K72 123 (1] 123 SHA [R5} 487 54
0 Veneesuela . 29 10 35 i 5 2 27 S IR
31 Astv.. o Lo ROd 1,007 1,871 2176 [ 1,504 1,235 200 1,944
32 Japan .. oo 00 o 008 802 9514 001 Ys3 621 171 1401 871
33 Middle Eastern o1l expoiting countries! L § § 141 D] 141 4 1 o 3
4 Atiea Lo - ¥ 99 373 197 37 14 [ [88 276
35 Orl-expotting countiies” B | 0 i 0 9 D) 8 “
36 Allother’ . oo L L 508 4060 o600 509 (€] /4 HO LR LR
Commercial clams
37 Fwope .. .. . o0 oo 8451 9,105 9,540 8810 9,540 8,947 Y200 8.802 PR R
38 Belgium and Luxemboury 189 184 213 I/8 213 199 218 2 kR
39 France e 1,537 1o/ 1881 [.766 1,881 1,790 1,009 [./06 183
40 Germanty ... 933 1,018 1,007 8H3 1,007 vl 1,003 09/ 1070
41 Nethwrbands .. 0000000 0 Lo 552 423 i1 34 il ERE] 34 138 452
42 Switzctland L. 162 432 557 548 557 59 6l 438 520
41 Umted Kingdom . ..., 2,004 pRYY 2,550 2,508 2,550 RREY LR 1D] RN 7,654
44 Canada .. 0 oo o [,286 L7781 1,988 1,906 1 988 2010 2,008 19/ 1,950
45 Latm Amenca and Canhbean 0 0 L 3,043 3,274 4107 4,904 d007 AR 4300 4,359 RS
46 Balwmas ..o o0 Lo 28 11 9 34 ] 1/ 21 20! il
47 Bennuda . o000 0 L L, 258 182 234 210 2% JOR 210 245 N
48 Buaal ..o oo o 357 400 612 471 012 6Y5 117 I 89/
49 British West Indies 40 71 83 44 83 59 83 60! M
50 Mexico ... C 924 990 1243 1,13/ 1243 I, tho 1,109 1,026 O8N
51 Veneeuela ..o .. o 345 293 S48 388 R 209 1Y 325 IR
52 Asta . oo L 4,866 0,014 6,982 6,679 6,987 0,201 6510 0,826 74t
8% Japan . e e e 1,903 2,275 2,655 2,991 2,059 1ot 2,001 1,998 1,808
54 Middie Fastern otl-expotting countries 094 04 T08 017 108 (3] o TS 914
55 Afnica . B 5494 493 454 447 454 A68 478 54 651
56 Ord-expotting countiies” . . Lo 8 12 67 6l o/ /1 60 k! 8/
57 Othet’... . ... 6 721 910 70} oo 81/ 910 971 (K82

1. Comprises Balwan, Lany, hag, Kawait, Oman, Qatar, Saudi Arabua, sod United Avaby

Emmnates (Trucial States).

2 Compuses Algena, Gabon, ibya, and Nigeria
o Includes nonmonctary international and repional organtzations,
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Sawdh Avabia, and United Avab Fannates CFradial States)

3.24  FOREIGN TRANSACTIONS IN SECURITIES
Millions of dollus
1996 1995 19906
Transaction, aid wed or country 1991 199 I D A
ll\\\\\v Auy Sept Oct. Nov Dev lan tieb. !
LS. corporate secuntties
- . —_—
StOCRS
I Fotergn purchases HUN93 A6 8R4 95,8360 41,908 14450 41,4492 LT 40,479 43,574
2 Toeen sales 8160 AYWAC 93,03y 39,360 14,218 42 %60 19,071 44,372 41,948 51,091
3 Net purchases, or sales (=) 1,877 E1,175 2,797 2,542 232 —1,368 2,866 2,107 1,626 1,171
4 Foreign countiies 1,867 £1,380 2,923 2,565 295 —1,328 2,877 2,119 1,623 1,300
5 Fwope L P e 0./11 (X 8%) B 1,816 1.3 1,647 ust 1,028 1,954 1,072
O Pae oo 20 1,094 3 V) 120 54 58 382 164 161
7 Geunany 2000 1837 202 104 136 S 13l I 249 3
8 Netherhnds 2081 3,507 0RO 431 197 508 230 RVE} G060 20
v Swatzerland 0 2284 198 847 Y 449 227 191 63y 441
10 Uuted Kingdom R0 8,001 X8 2,30 (NN 878 44 1,277 103 224
o Canada 1160 1517 1163 o 197 74 -0s 175 645
E2 T atme Amenied and Canbbean ENET SN 22010 18I 152 2920 1,361 219 487
18 Muddie {-ast [NRR 47 792 ) 7/ b G4 148 507
t1 Other Asia 1,234 2503 376 961 18 6l 342 LS 40
1S fapan [Tk RV RA] ) 1076 598 50 400 1,231 v4
16 Atica 2 2 50 17 RE‘ 17 20 1 ] 62
{7 Other countues 771 O 4y 123 54 17 90 7 52 151
I8 Nonmonetary int onal and
regional or irations " —208 —126 =23 —03 —d40 —11 -2 3 —-129
1BONDS”
19 Foreign puicfises REDRTA QU3 3 39,130 24700 28,187 26,424 31,042 21,098 20,544 32,580
20 Forcigu sales 219,665 200051 4104 16,741 17,759 19,199 20,741 21,117 11,726 23,078
21 Net purchases, or sales (- ) 59921 86,079' 17,726 8,049 10,428' 7,225 10,901 581 8,818 8,908
22 Foreign countrics 31,036 86,588 17.763 8,030 10,4006 7,298 10,948 553 8,776 8,87
28 Burope 17,065 9,81 14372 5,609 YIORES 6,418 v,159 1,309 5,517 8,795
2 Franee 20 1148 1153 S8 (3] 742 101 137 8349 REES
Rb} Gienmany 05/ 5,800 1833 1163 916 13 894 236 26 1,859
20 Nethedands §,322 1463 521 45 208 2HH 219 101 156 365
27 Switzeiland 1,055 404 30 99 W 148 101 381 56 86
28 Unitedd Ko 3,612 RYRR 9014 AR AES 5,480 4,509 6,999 925 3,807 6,107
29 Canada . L. L 2,058 2804 208 415 Ry 139 20 181 104 165
30 Catm Amenicd and Canbbean Sebt2 0,141 1,383 754 1,719 ol 1,426 BA% 2,006 748
Y Muddle st 711 1,864 528 REF 24 2406 188 187 - 194 3§34
32 Other Asie 0 L0 L (2,153 5,059 RISER] 919 [RD] 1,126 705 293 1,272 1,161
33 Japan 5,480 2250 074 1,008 LAl 615 899 904 A48 136
3 Atnca . 7 234 56 [ 23 223 240 8O 16 40
35 Other countues 654 RATH 1o 12 | 140 20 o) 63 47
30 Nonmonetary international and
vegional organizations KXSJ - 454 —37 v ZZJ —68 —47 J 28 42 -79
Foreign secunties
37 Stochs, net puchases, or sakes ¢ AR071 50,780 11,917 5,950 7,959 5,769 1,725 6,830 6,412 5,485
thi Forepu pwchases L. 180,16 345,198 TO8R87 0,867 28,712 29,382 30,307 12,300 33,481 37,406
W borergn sades . . . . 43177 396,284 82,804 36,82% 36,671 35,151 32,042 19,106 39914 42,891
40 Bonds, net purchases, orsades ¢ oo oo 9.2} RYNKUY 5,492 3,775 5.488 7,580 6,235 3,923 4,467 1,025
-H Foren purchases S8,308 880,113 174,599 71,210 81,022 76,889 78,5603 80,310 84,508 95,091
B Foreygo sales o oo 857,59 936,300 185,001 74991 86,505 84,409 84,798 84.23% RR.YO7S 96,116
43 Net purchases, or sales (=), of stocks and bonds =87,295 | —97,9458' | —17.41 —49,731' —13,442" | —13,349' —7,960 —10,753" | — 10,899 —6,510
44 Foreign connfrics —57815 | —97,140" | --17,315 —9,558' | —13497" | —13,240' —7,882 —=10,812' | ~10,930 —0,385
45 Barope 516 17,005 O, 14 25910 2008 7,249 OO 6,033 3,908 2,443
46 Canida . 7475 TR 851 REN 1,311 404 14 2,649 8
7 Tatn Amenea and Cabhean 18,334 7,071 81/ 181 3883 184 802 3
48 Asu 24,075 Lo 72708 781 2500 2,001 4,389 4,085
49 Tapan .. 17,827 25,0700 5,519 5,647 849 1,388 3,085 3,427
S0 Atiea 467 327 34 117 5 19 44 - 06
51 Other counties 3748 84 303 EH 913 (R 470 474
32 Nommouetary int 1l and
regional organizations 520 -80S —94 -173 55 — 19 —78 59 Rl ~ 125
1. Comprses o exporting counties as foltows Baluwam, han, Iag, Kuwait, Oman, Qatar, 2 Iocludes state and local government secanties and secuuties ol U8, government

agencres and carporations, Atso meludes issues of new debt securities sold abload by 1.8
cotporations vrgamzed to dmance diect myestments abroad.,
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325 MARKETABLE US. TREASURY BONDS AND NOTES  Foreign Transactions’

Millions of dotlars; net purchases, on sales () dunng penod

1996 1994 1996
Atca or conntry 194 1995 - - T S N -
4 ";‘ifh Aug. Sept (xt Nav Do, lan el
t Total estimated . . L S T8800 | 133,991 29,459 20,082 | - 11,072 4819 | 15,307 - 9454 14,008 15,451
2 Faraign countues . L AU . T8.0% 134,552 29,895 20142 11,002 O3 14,930 9016 13,703 16,192
3 Fautope e - . . 18,542 S0MH0 15,743 91710 6,377 4008 821 [, 1.0 1,281 K46
1 Belgium and Luscinbowr g . L 1,008 G 29 S8 143 24 g1 171 144 120
5 Gernmany e L Lo 5,709 0,136 3,214 2,995 2,508 2,831 50 452 [, 183 1,829
] Nethelands F . e 1,251 1591 116l 1408 LOts 160 g1 8! R0/ LN
/ Sweden L. . o e PR 791 iS58 TH8 100 6l 92 W0 285 45 8013
8 Switzetlnsd . Lo - I8t 472 to Sts hib] 174 368 ol 76 84
9 Unnted Kingdom .. RETRI(SY L1078 RRJNE 1950 3,570 5,905 1,309 1,377 1,t67 1,014
10 Other Fuope and lormer U T .. 9,841 0,118 7610 472 BOR 1,875 B30 1.0 3,000 3,808
1 Canada - AP e e - 41 252 3,730 825 2284 [J.1¢R" AR J08 1.867 1,863
12 Latm Ameneca and Canbbean Lo e 10,383 18,609 3,579 11,265 5,209 17,453 14496 3707 2608 2941
R} Venesuely ..o o o . L 3y 2 235 $59 S04 g7 232 ol 142 DRI
14 Other [ann Amenica and Canbbean . L 20,1018 25,182 7,020 5,304 1,171 3,043 [WAR 4,710 8,00 [.890
15 Nethertands Antidles . . . 10,49 23,559 {2,570 6,260 53,946 14510 9,541 £.009 LAY )
16 Asta ... e .. A 47,31/ 12,31y 15,5930 1332 10,05 0,879 107 11813 690 8.016
17 Japan oL I Lo B 29793 16,863 5,688 510 40210 10,115 1,316 5,005 2ol 3009
18 Aftnea L. A . L 240 [, 41 415 130 10% SO 458 252 51y 160
19 (thed A P P Lo 570 908 S0 360 151 ¥4 il 278 AR RN
20 Nonmonctary meinationat and iepronal orpamzations . 161 139 430 360 10 169 i1 38 s I
21 Internatonal . . S 220 4 0% 140 106 R 36K (2] 210 308
22 Latm Amerean regtonal F P 19t 201 209 10 O 185 43 (15 ERY 54
M1 MO
23 Porelgn counties ..o P . . 18,637 133,552 20 895 20,442 11.002 4,050 14,930 9016 13,708 10,192
24 Ofbcal msutations . P .. BIR0 39,625 21,000 36} 4,505 5,705 915 2651 17,615 8,081
25 Other lorewpn L. . s . Co . 36,815 93627 8,594 20,800 O/ 1,0%9 15,851 1,600/ 1,088 AR
Ol exportiug cotds s
26 Middice Tast B P N . 38 3,075 930 1,890 a0 [¢pN) 820 [,08S 038 122
21 At o Lo - 0 B I 0 0 i 0 0 i !
Lo Ol and prvate tamsactions e macketable 8BS reasary secanies havang an 2. Compuses Bah, han, hag, Kawan, Oman, Qaiar, Saudi Atabia, and Uinted Arab
atginal matuaty of wore than one year Data i based on monthly tansactons ieports Lnnrates (Frucial Shates),
Fiacludes nonmatketable U5 Treasury bonds el notes held by otlieiad institutions ol loreign 4 Compuises Algena, Gabon, 1 iwa, and Nigeuia,
counhies,
326 DISCOUNT RATES OF FOREIGN CENTRAL BANKS!
Percent per year, averages of daily figures
Rate on Mar 31, 1996 Rate on M. 31, 1996
Country o i B i - o Counlry - T T T
Maonith Montit
erce oo
Percent efiecive Paent ellechve
Austiie, . . . P > Apr 1996 Gennany . P 2N Ape 1990
Belgwm. . .. . . e S 10 bec, 1995 Ialy . ... o . 90 fune 1995
Canada, . e . 5.0 Apr, 1996 Fapan BN . 4 Sept 1993
Denmuagh . e - LA Feb o 1996 Netherlands . - . 25 Apr 1996
France” . Lo . . 3/ Apr, 1996 Switzerland . I Dee 1995

1. Rates shown e mamly those ar wineh the central Bank enher discounts o mahes 2 Siee February 1981, the vate has been thal at which the Baok ol Trance dascounts
advances against cligible commeteral paper or povenment seeunities lor commeretal banks or “Lreasty bils for seven o ten diys
brokers, For countiies with more than one rate applicable wasuch discounts o advanees, the

tate shown 1s the one at which 0 s understood that the cential battk tansacts the Lupest

praportton of s aedit operations.

327 FOREIGN SHORTTERM INTEREST RATES!

Pereent per year, averages of daily figuies

19495 19960
Type o countiy (994 1994 {999 — — - == i - = - - - -

<‘ Ot Noy, e Jan, bebh M Apr

I Bwodotlus 0 - 118 463 S93 581 815 01 a0 ST 928 AR
2 United Kingdom . L Bt S 18 663 G604 661 G2 0,31 o.13 602 597
3 Canada ., . S0l 5§57 7 b4 006 60 591 .58 522 524 503
4 Getmany . L IRy 5.5 Ly .00 39 (RN 35l 3126 §025 520
5 Switzetknd L. L PR .. RWD! RN 294 218 198 (o83 1.65 L6l 1.8 108
6 Netherlands .. 0 /1 500 L0 .88 373 3 Sk 320 300 1.09 RER}
/ brance.. L B 8,30 S 043 6./3% v’ S.H 4,50 409 414 3/
8 laly .o Cee C 10,00 LXISY 10413 1074 Y65 10.58 10.05 9.90 DRR 960
9 Belgwm o o0 0 e 310 3.065 A (NE 8/ Ly s/ 3.3 325 23
[0 Japany 0oL BN .. PN 200 224 120 51 R S N5 03 6l 6l

I Rates e tor thiee-month mterbank loans, with the (ollowing, exceptions Cinada,
hinance company paper, Belprum, thiee month Treasury bills, aud Fapan, CDrate
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328 FOREIGN EXCHANGE RATES!

Curtencey uits per dollar exeept as noted

195 19960
Counby/eanencey it 1903 1994 1998 — - 4 —_— -
Nov, Ixee Ji, Ieh M Apr
I Amsbal/fdolla L L 67,993 73101 74073 FARERY 74053 T 75.557 771306 TRS00
2 Austasellhng, PO IR 10.076 9974 10 142 10296 10.321 10 191 10.580
3 Belgmmy/bane L. . . R 145814 20 ROR YRS 29154 ROXHIN] 30,081 30.115 30.371 30902
b Canada/dallg R 12602 1 3664 13725 1 3531 13693 13664 1.3752 1 3656 13392
S China PR Auwan .. . 5770 860 83700 K33 8 3350 LIRRHA) LIRERH] 8 3495 R.358%
O Denminh/Aone . . . [EREItR] .3501 5 S99y 5 4u23 557491 5.6618 S 6749 57074 59414
7 tmband/markka . S 7251 RANT) Led 47180 BRI RN 13582 46060 47288
8 France/tang . S O66Y ARERN SLUR6 -} RRX2 49565 50117 50440 5583 S0
9 Gennany/dentselwe mark . oo FOS Iy 10216 AN 14173 1106 14635 14669 14776 L5048
10 Greece/drachma L . 1961 24250 23108 AR 238.06 21091 24201 D154 21200
LE Hong Keng/dolla, . 0L . YA 171290 17387 71338 FAANN 17329 71323 71328 17345
12 Tndhahrupee, .. . i1 291 LIERDA} 12018 LT HY L1060 35812 36 595 LR 3h320
[ llcl‘\lul/lmuml’ ‘‘‘‘‘ o 11647 [ 1.64 160,35 16054 159.18 [58.18 158,10 157 214 150,51
t Dady/hiea, R 15731 1LotL-49 162915 [.59.2 67 159388 LARIRT LS70.00 156243 1,565 60
IS Lapanfyen,, . . 1108 102 18 93.90 101 94 101.85 105 75 105.79 105,91 107 20
16 Malay sifnngant S . 25738 26247 250738 25189 2510y 25561 25487 2547 250108
17 Netheslands/ewilder [ | KSKA L8100 1 6014 1 5877 1612 1.0388 1 6124 1.6540 1 680S
I8 New Zealand/dolla ! e KA Ry 549 358 65 625 65 224 G990 66.195S 67195 68.079 68 242
19 Notway /hrone . RPN 71009 FASARR] 6.3458 025306 6 3579 64275 6103 64277 04901
0 Porwpalfescude, . oL 161 08 16593 149,88 18 68 15104 151 90 152,49 15203 15451
20 Smgaporchlolla oo 16158 [IRN 14171 E-H2R [ L2 Lebbts Ld0us {4082
22 South Alneahaud . 12724 319526 30280 360499 16040 10413 V720 30201 F2130
23 South Koreg/won L . RO/ 80093 71282 769,738 17131 787,13 TR0 12 7813 TR A2
24 Spam/peseta - 127 48 13388 [R2 NN} 120 %1 12253 12338 12365 [RERD] 1.5 49
28 s Banka/iupee . Lo SR T S0 170 SEOV/ 31949 53.808 SIR74 S3716 S3 748 S4103
20 Swedenfbiona o . 7.1956 77101 71406 0.0088 06391 0.7405 08775 0.731% 6.7141
21 Swazethkod/fiane A . [ ¥ES] [ 3667 L1812 11437 1163l 11818 11967 1 1959 12180
MR Lawan/dolLu L 2610 20105 20,495 27287 27315 2706 2745 27,400 2/ 188
29 hatland/baln . . 25343 25101 24921 25 106 25 16d 25 U8 23250 25254 282090
Y Umited Km;‘,nlnln/pnmldv . 150,16 19319 15785 15625 15405 152 88 13360 15271 151.60
MI MO
31 Unnted States/dollar ! . o 9318 9] 8425 L RRY 85 1/ 86 23 8641 865/ 87440

I Averages of cemihed moon huying rates i New York tor cable transfers Data m this
table also appe in e Boad’s G5 (05 montidy statistical refease For ondering addiess,
see side front cover

20 Value m 1S cents

3. hndex ol werghted-average exchiange value of US, dollar apiunst the catiencies ol ten
mdustiad countrees. The werght for cach ol the ten countiies is the 1972 760 average woild
trade of that cauntry divided by the average world tade of all ten countnes combined Seies
revised as oF August 1978 wsee Fedeal Reserve Bulletin, vol, 64 (August 1978), p 700,
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Guide to Statistical Releases and Special Tables

STATISTICAL RELEASES—List Published Semiannually, with Latest Bulletin Reference
Anticipated schedule ol release dates for periodic TEleases ..o

SPECIAL TABLES—Data Published Irregularly, with Latest Bulletin Reference
Title and Date

Assets and liabilities of commercial banks

MarCh 3L, 1003 oo i e e
JUBC 30, 100 o e e
September 30, 1903
DICCeMIDCr 3L, L0 3

Terms of lending at commercial banks

I
AN L0 o
NOVEmMbEr 1905
Hebruary 1990 oo

Assets and liabilities of US. branches and agencies of foreign banks

MATCH B, 1005 o e
JUIE B0, L0 o e
SepteInber 30, [0S
DBt B, L0 e e e e

Pro forma balance sheet and income statements for priced sevvice operationys

JUNE B0, 00 e e
MATCR B, [0 o e e e e
JUNC B0, 10 o
Seplember 30, LU S

Assets and liabilities of life insurance companies

JUNC B0, L0 L oo et e e e
Septeiber 30, T
DeCCINEr B, L0 L e
SepteilIber 30, 1002 e

Residential lending reported under the Home Mortgage Disclosure Act
T

June

August

November

February
May

August
November
February
May

October
November
February
May

October

August
October
January

December
May
August
March

September

Issue
1996

Issue

1993
1993
1994
1994

1995
1995
1996
1996

1995
1995
1996
1996

1992
1995
1995
1996

1991
1092
1992
1993

1995

Puage
AT2

Page

AT0
AT0
A0
A6

AGY
AGY
AO8
AGS

AGE
AT2
AT2
AT2

AT0
ATO
AT2
A6

A79
A8l
A83
ATl

AOS



References are to pages AS—A62 ulthough the prefix “A” is omitted in this index

ACCEPTANCES, bankers (See Bankers aceeptances)

Agricultural loans, commercial banks, 19, 20
Assets and labilities (See also Foreigners)

Buanks, by clusses, 17-21

Domestic finance companies, 33

bederal Reserve Banks, 10

Financial institutions, 25

Foreign banks, U.S. branches and agencies, 21
Automobiles

Consumer installment credit, 36

Production, 44, 45

BANKERS acceptances, 10, 11, 19-22,23
Bankers balunces, 17 21, (See also Foreigners)
Bonds (See alse VLS. government securities)
New issues, 31
Rates, 23
Branch banks, 21
Business activity, nontinancial, 42
Business loans (See Commercial and industrial
loans)

CAPACITY utilization, 43
Capital accounts
Banks, by classes, 17
Federal Reserve Banks, 10
Central banks, discount rates, 61
Certificates of deposit, 23
Commercial and industrial loans
Commercial banks, 19, 20
Weekly reporting banks, 19--21
Commercial banks
Assets and liabilitics, 17 21
Commercial and industrial loans, 17- 21
Consumer loans held, by type and terms, 30
Deposit interest rates of insuted, 15
Loans sold outright, 20
Real estate mortgages held, by holder and
property, 35
Fime and savings deposits, 4
Commercial paper, 22, 23, 33
Condition statements (See Asscts and liabilities)
Construction, 42, 46
Consumer installiment credit, 36
Consumer prices, 42
Consumption expenditures, 49, 50
Corporations
Protits and their distribution, 32
Seeurity issues, 31, 6l
Cost of living (See Consumer prices)
Credit unions, 36
Currency in circulation, 5, 13
Customer credit, stock market, 24

DEBITS to deposit accounts, 16
Debt (See specific types of debt or securities)
Demand deposits
Banks, by classes, 17 21
Ownership by individuals, partnerships, and
corporations, 20, 21
Turnover, 16
Depository institutions
Reserve requirements, 8
Reserves and related items, 4, 5, 6, 12

Deposits (See also specific types)
Banks, by classes, 4, 17 21
Federal Reserve Banks, 5, 10
Inlerest rates, 15
Tuinover, 16
Discount rates at Reserve Banks and at forcign central banks and
Torcign countries (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 32

EMPLOYMENT, 42

Lurodollars, 23

FARM mortgage loans, 35
Federal agency obligations, 5,9, 10, 11, 28, 29
Federal credit agencies, 30
Federal finance
Debt subject to statwtory limitation, and types and ownership
of gross debt, 27
Receipts and outlays, 25, 26
Treasury financing of surplus, or deficit, 25
Treasury operating balance, 25
Federal Financing Bank, 30
Federal funds, 6, 19, 20, 21, 23, 25
Federal Home Loan Banks, 30
tederal Home Loan Mortgage Corporation, 30, 34, 35
Federal Housing Administration, 30, 34, 35
Federal Land Baoks, 35
Federal National Mortgage Association, 30, 34, 35
frederal Reserve Banks
Condition statement, 10
Discount riates (See Interest rates)
U.S. government securities held, 5, 10, 11, 27
Federal Reserve credit, 5, 6, 10, 11
Federal Reserve notes, 10
Federally sponsored credit agencices, 30
Finance companies
Asscts and liabilities, 33
Business credit, 33
Loans, 36
Paper, 22,23
Financial institutions, loans to, 19, 20, 21
Float, §
Flow of funds, 37-41
Foreign banks, assets and liabilities of ULS, branches and
agengies, 20, 21
Foreign currency operations, 10
Foreign deposits in U.S. banks, 5, 20
Foreign exchange rates, 62
Foreign trade, 51
Foreigners
Claims on, 52, 55, 56, 57, 59
Liabilities to, 20, S1, 52, 53, 58, 60, 61

GOLD

Certiticate account, 10

Stock, 5, 51
Government National Mortgage Association, 30, 34, 35
Gross domestic product, 48

HOUSING, new and existing units, 46

INCOME, personal and national, 42, 48, 49
Iudustrial production, 42, 44

Instaliment loans, 36

Insurance companies, 27, 35



Interest rates
Bonds, 23
Consumer instalhuent credit, 36
Deposits, 15
tederal Reserve Banks, 7
Foreign central banks and loreign countries, 61
Moncey and capital markets, 23
Mortgages, 34
Prime rate, 22

International capital transactions of United States, 50 61

International organizations, 52, 53, 55, 58, 59
Inventories, 48
Investient companies, issues and assets, 32
Investments (See also specific types)

Banks, by classes, 17- 21

Commerctal banks, 4, 17 21

Federal Reserve Banks, 10, 11

Financial institutions, 35

LLABOR force, 42
[ife insurance companies (See Insurance companies)
Loans (See also specific types)

Banks, by classes, 17- 21

Commercial banks, 17 21

Federal Reserve Banks, 5, 6,7, 10, 11

Financial institutions, 35

Insured or guaranteed by United States, 34, 35

MANUFACTURINCG
Capacity utilization, 43
Production, 43, 45

Margin requirements, 24

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 6
Reserve requirements, 8

Mining production, 45

Mobile homes shipped, 46

Monetary and credit aggregates, 4, 12

Money and capital market rates, 23

Money stock measures and components, 4, 13

Mortgages (See Real estate loans)

Mutual funds, 32

Mutual savings banks (See Thrill institutions)

NATTIONAL defense outlays, 260
National income, 48

OPEN market transactions, 9

PERSONAL income, 49

Prices
Consumer and producer, 42, 47
Stock market, 24

Prime rate, 22

Producer prices, 42, 47

Production, 42, 44

Profits, corporate, 32

REAL estate loans

Banks, by classes, 19, 20, 35

Terms, yields, and activity, 34

Type of holder and property mortgaged, 35
Repurchase agreements, 6
Reserve requirements, 8

Reserves
Commercial banks, 17
Depositoty institutions, 4, 5, 6, 12
Iiederal Reserve Banks, 10
LLS. reserve assets, 51
Residential mortgage loans, 34
Retail credit and retail sales, 30, 42

SAVING
Flow of funds, 37 41
National income accounts, 48
Savings institutions, 35, 306, 37
Savings deposits (See ‘Time and savings deposits)
Sccuritics (See also specific types)
tederal and federally sponsored credit agencies, 30
Foreign transactions, 60
New issues, 31
Prices, 24
Special drawing rights, 5, 10, 50, 51
State and local governments
Deposits, 19, 20
Holdings of U.S. government sceuritics, 27
New security issues, 31
Ownership of securities issued by, 19, 21
Rates on securities, 23
Stock market, selected statistics, 24
Stocks (See also Securities)
New issues, 31
Prices, 24
Student TLoan Marketing Association, 30

TAX receipts, tederal, 26

Thrift institutions, 4. (See also Credit unions and Savings

institutions)
Time and savings deposits, 4, 13, 15, 17 21
Trade, foreign, 51
Treasury cash, Treasuty curreney, 5
Treasury deposits, 5, 10, 25
Treasury operating balance, 25

UNEMPLOYMENT, 42
U.S. government balances
Commercial bank holdings, 17- 21
Treasury deposits al Reserve Banks, 5, 10, 25
U.S. government securitics
Bank holdings, 17 21, 27
Dealer transactions, positions, and financing, 29
Federal Reserve Bank holdings, S, 10, 11, 27
Foreign and international holdings and
tratisactions, 10, 27, 61
Open market transactions, 9
Qutstanding, by type and holder, 27, 28
Rates, 23
LLS. international transactions, 50- 62
Utilitics, production, 45

VETERANS Administration, 34, 35

WEEBKLY reporting banks, 17 21
Wholesale (producer) prices, 42, 47

YIELDS (See Interest rates)

AOS
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DoNaLD L. ROBINSON, Assistant Inspector General
Barry R, SNYDER, Assistant [nspector General



A68 Federal Reserve Bulletin LT June 1996

Federal Open Market Commiuttee
and Advisory Councils
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NorMAND R.V. BERNARD, Deputy Secretary FREDERIC §. MISHKIN, Associate Economist
Jostrd R. COYNE, Assistant Secretary LARRY J. PROMISEL, Associate Economist
GARry P. GiL1LUM, Assistant Secretary ARTHUR J. ROLNICK, Associate Economist
J. VIrGIL, MATTINGLY, IR, General Counsel HARVEY ROSENBLUM, Associate Fconomist
THOMAS C. BAXTER, IR, Deputy General Counsel CHARLES J. SIEGMAN, Associate Fconomist
MicHAEL J. PrELL, Economist THoOMAS D. SIMPSON, Associate Economist
Ebwin M. TRUMAN, Economist MARK S. SNIDERMAN, Associdte Economist
RiCHARD W. LANG, Associate Economist DAvID J. STOCKTON, Associate Economist

Prrer R, FISHER, Manager, Svstem Open Market Account

FEDERAL ADVISORY COUNCIL

RiCHARD G. TILGHMAN, President
FRANK V. CAHOUET, Vice President

WirLiaM M. Crozitr, Ir., First District RoGER L. Frrzsimonns, Seventh District
WarLrrr V. SHIPLEY, Second District Tiomas H. Jacossen, Eighth District
Warrer E. DALLER, JR., Third District Ricuarp M. Kovacevicy, Ninth District
I'RANK V., Canoukt, Fourth District CHarLEs E. NELsoN, Tenth District
RicHARD G, TILGHMAN, Fifth District CHARLES T. Doy, Eleventh District
CuARLES . Rici, Sixth District WirLLiaM E. Zuenpr, Twelfth District

HERBERT V. PROCHNOW, Secretary Emeritus
JAMES ANNABLE, Co-Secretary
WiLriaMm J. Korsvik, Co-Secretury



CONSUMER ADVISORY COUNCH,

Karuaming W, McKig, Durham, North Caroling, Chairman
Juria M. SEwARD, Richmond, Virginia, Vice Chairman

Ricnarb S. AMADOR, Los Angeles, California
THoMAS R. BurLER, Riverwoods, Hlinois
Rosirt A. Cook, Baltimore, Maryland

ArvIN J. Cowans, Orlando, Florida

Frizapira G, Frores, Laredo, Texas
HerisERr 10 FLORES, Springficld, Massachusetts
EManut PreerMan, Philadelphia, Pennsylvania
Davip C. Fynn, Cleveland, Ohio

RoBerT G. GREER, Houston, Texas

KenngrH R Harney, Chevy Chase, Maryland
Gan K. HILLEBRAND, San Prancisco, California
Terry Jorpy, Cando, North Dakota

FRANCINE JusTA, New York, New York
Hucrnek I LERRMANN, Madison, Wisconsin

FError T. Louts, Brooklyn, New York
WiLLiAM N. Lunn, Falmouth, Maine
RoNALD A. PriLL, Minneapolis, Minnesota
LISA RICE-CoOLEMAN, Toledo, Ohio

Jonun R. Rines, Detroit, Michigan

MaARrGOT SAUNDERS, Washington, D.C.
ANNE B, SH1AY, Philadelphia, Penusylvania
ReGINALD J. SMith, Kansas City, Missouri
Grorai P SurGron, Arkadelphia, Arkansas
Gricory . SQuires, Milwaukee, Wisconsin
Jonn E. TayLor, Washington, 1).C.
LORRAINE VANETTEN, Troy, Michigan
THEODORE J. WYSOCKL, JR., Chicago, lllinois
Lir.y K. Yao, Honolulu, Hawaii

THRIFT INSTITUTIONS ADVISORY COUNCIL

1. Lk Brarn, Hazleton, Pennsylvania, President
Davin I, HoLrann, Burlington, Massachusetts, Vice President

Barry C. BurkHoLDER, Houston, Texas

MicuAEL T. CROWLEY, Jr., Milwaukee, Wisconsin
GroraGr L. ENGELKL, Jr,, Lake Success, New York

Doucras A, Ferraro, Lnglewood, Colorado
Biverey D, Harris, Livingston, Montana

CHARLES R. RINEHART, lrwindale, California
Jostrn C. Scuryy, Chicago, Hlinois
RoNALD W, S1iMPSON, Memphis, Tennessee
Larry T. Wirson, Raleigh, North Carolina
Wir1iaM W. Zupek, Spokane, Washington
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Federal Reserve Board Publications

For ordering assistance, write PUBLICATIONS SERVICES,
MS-127, Bouard of Governors of the Federal Reserve System,
Washington, DC 20551 or telephone (202) 452-3244 or FAX
(202) 728-5880. When a charge is indicated, pavment 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 U.S. bank.

BOOKS AND MISCELIANEOUS PUBLICATIONS

Trar FEDERAI RESERVE SYSTEM- PURPOSES AND FUNCLHTIONS,
1994. 157 pp.

ANNUAI REPORT.

ANNUAT RiErorr: Buncri Review, 1994 95,

Leokratl, Reskrve Bur cerin. 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 STATISHICAL DiGeST: period covered, release date, num-
ber of pages, and price.

1981 October (982 239 pp. $ 6.50
1982 December 1983 2606 pp. $ 7.50
1983 October 1984 264 pp. $11.50
1984 October 1985 254 pp. $12.50
1985 October 19860 231 pp. $15.00
1980 November 1987 288 pp. $15.00
1987 October 1988 272 pp. $15.00
1988 November 1989 256 pp. $25.00
1980-89 March 1991 712 pp. $25.00
1990 November 1991 185 pp. $25.00
1991 November 1992 215 pp. $25.00
1992 December 1993 215 pp. $25.00
1993 December 1994 281 pp. $25.00
1994 December 1995 190 pp. $25.00

SELECTED INTEREST AND EXCHANGE RATES - - WELKLY SERIES OF
CHarrs, Weekly. $30.00 per year or $.70 cach in the United

$35.00 per year or $.80 cach,

T FEpERAL Riskrve Act and other statutory provisions affect-
ing the Federal Reserve Systeny, as amended through August
1990. 646 pp. $10.00.

REGULATIONS OF 1HE BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTIEM.

ANNUAL  PereENtaGE Rate Tasres (Truth in Lending -
Regutation Z) Vol 1 (Regular Transactions). 1969, 100 pp.
Vol. I (Irregular ‘T'ransactions). 1969, 116 pp. Lach volume
$2.25.

GuIDE 10 111E FLow o FUNDS ACCOUNTS. 672 pp. $8.50 cach.

FrpeEraL Restirve REGULATORY SERVICE, Loose-leal; updated
monthly. (Requests must be prepaid.)

Consumer and Conununity Aftairs Handbook. $75.00 per year.
Monetary Policy and Reserve Requireiments 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
{our Handbooks plus substantial additional material.) $200.00
per year.

Rates for subscribers outside the United States are as followys
and include additional air mail costs:

tederal Reserve Regulatory Service, $250.00 per year.

Liach Handbook, $90.00 per year.

FEDERAL RESERVE REGUI ATORY SERVICE FOR PERSONAL
Compurrrs. Diskettes; updated monthly.

Standalone PC. $300 per year,

Network, maximunt | concurrent user. $300 per year.

Network, maxinwm 1} concurrent user:

Network, maxinum 50 concurrent users. $2,000 per year,

Network, maximun 100 concurrent users. $3,000 per year.,

Subscribers outside the United States should add $50 to cover
additional airmail costs.

Tue U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A MULIT-
country Mobkr, May 1984, 590 pp. $14.50 cach.

INDUSTRIAL. PRODUCTION- 1986 EprrioN. December  [986.
440 pp. $9.00 cach.

FINANCIAL FUTURES AND Orrions IN 1k US. HeoNomy.
December 1986. 264 pp. $10.00 cach.

FINANCIAL SECToORs IN OpiN HCONOMIES: BMPIRICAT, ANALY-
sts AND Poricy Issurs. August 1990. 608 pp. $25.00 cach.

EDUCATION PAMPHLITS
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 ol the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Cominitlees

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 Consutner Complaint

Muaking Deposits: When Will Your Money Be Available?

Making Scnse 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



STARE STUDIES: Only Sununaries Printed in the

Studies and papers on economic and financial subjects that are of

BULLETIN

general interest. Requests 1o obtain single copies of the full text or
to be added to the mailing list for the series muay be sent 10
Publications Services.

Stalf Studics 1-157 are out of print.

158.

159.

160,

61,

162.

THE ADEQUACY AND CONSISTENCY OF MARGIN REQUIRL-
MENTS IN THE MARKETS FOR STOCKS AND DERIVATIVE
Propucrs, by Mark J. Warshawsky with the assistance of
Dietrich Farnhat(. September 1989. 23 pp.

Niw DATA ON 1t PERIORMANCE OF NONBANK SURBSIDI-
ARIES oF BANK HorpinG Companies, by Nellie Liang and
Donald Savage. Febraary 1990, 12 pp.

BANKING MaRrkers ann tae Use 01 FINANCIAL SER-
VICES BY SMALL AND MuDIUM-SiZzED BusiNesses, by
Gregory L. Ellichausen and John 1. Wolken. September
1990. 35 pp.

A REVIEW ot CORPORATE RESTRUCTURING ACTIVITY,
1980-90, by Margaret Hastings Pickering. May [991.
21 pp.

EVIDENCE ON 11 S1ZE 01 BANKING MARKETS FROM MOR'T-
GaGr LoaN Rartes in Twenty Crows, by Stephen A,
Rhoades. February 1992, 11 pp.

163,

164.

165.

166.

167.

168.

1OY.

CLEARANCE AND St rrLEMENT N ULSD SECURITILS MAR-
Kirs, by Patrick Parkinson, Adam Gilbert, Emily Gollob,
Lauren Hargraves, Richard Mcead, Jeff Stchm, and Mary
Ann Taylor. March 1992, 37 pp.

T 1989- 92 Creprr CrRUNCH FOR Riear Hsrare, by
Jatwes T, Pergus and John L. Goodman, Jr. July 1993
20 pp.

T DEMAND FOR TrADE CREDEIT AN INVESTIGATION OF
Morives For Trabl CrEprr Use sy Smars BusiNgsses, by
Gregory B Lllichausen and John D, Wolken. September
1993, 18 pp.

Tue Economics or i PRIvats PLACEMENT MARKET, by
Mark Catcy, 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 T1HHE “OPERATING
PLREORMANCE” AND “HveENT STUDY” METHODOLOGIES,
by Stephen A, Rhoades. July 1994, 37 pp.

Tie EcoNnomies or tne Private Bourry MARKET, by
Gieorge W. Fenn, Nellie Liang, and Stephen Prowse, Novem
ber 1995, 69 pp.

BANK MERGERS AND INDUSTRYWIDE STRUCTURE, 1980-94,
by Stephen AL Rhoades, February 1996, 32 pp.



AT2

ANTICIPATED SCHEDULE OF RELEASE DATES FOR PERIODIC RELEASES OF THE BOARD OF GOVERNORS OF

THE FEDERAL RESERVE SYSTEM (PAYMENT MUST ACCOMPANY REQUESTS)

Release number and title

Weekly Releases

H.2.  Actions of the Board:
Applications and Reports
Received

H3.  Aggregate Reserves ol
Depository Institutions and
the Monetary Base

H.4.1. Factors Aftecting Reserves of
Depository Institations and
Condition Statement of
Federal Reserve Banks

H.4.2. Weekly Consolidated Condition
Report of Large Commercial
Banks in the United States

H.5.  Selected Borrowings in
Immediately Available Funds
of Large Commercial Banks

H.6.  Money Stock, Liquid Assets,
and Debt Mceasures

H.8.  Asscts and Liabilitics of
Commercial Banks in the
United States

.10, Foreign Exchange Rates
H.15. Selected Interest Rates

Monthly Releases

(i.5.  Foreign Exchange Rates

G.6. Debits and Deposit Turnover at
Commercial Banks

G.13. Selected Interest Rates

G.15. Research Library—Recent
Acquisitions

G.17. Industrial Production and
Capacity Utilization

(G.19. Consumer Installment Credit

(.20, Finance Companics

Annual
USPS
rate

$55.00

$20.00

$20.00

$20.00

$20.00

$35.00

$30.00

$20.00

$20.00

$ 5.00

$ 5.00

$ 5.00

No charge

S515.00

S 5.00

$ 5.00

Annual

fax
rate

n.a.

$20.00

$35.00

$20.00

$20.00

$90.00

$90.00

$20.00

$20.00

$ 500

$ 5.00

$5.00

n.a.

n.a.

$ 5.00

$ 5.00

Approximate
release
days'

Friday

Thursday

Thursday

Friday

Wednesday

Thursday

Friday

Manday

Monday

First of month

Twelfth of month

First Tuesday of
month

First of month
Midmonth

Fifth working day
of month

Fifth working day
of month

Corresponding
Bulletin
table numbers?

Period or date to
which data refer

Wecek ended
previous
Saturday

Week ended 1.20
previous
Wednesday

Wecek ended
previous
Wedunesday

LEL, 118

Wednesday, onc
week earlier

1.26, 1.27, 1.28

Week ended 113
Thursday of
previous week

Weck ended 121
Monday of
previous week

Week cended 1.26
previous
Wednesday
Week ended 3.28
previous
Friday
Week ended 1.35
previous
Saturday
Previous month 3.28
Previous month 1.23
Previous month .35

Previous maonth

Previous month 2.12,2.13

Second month 1.55, 1.56
previous

Sccond month 1.51, 1.52

previous
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Release number and title

Quarterly Releases

1.2, Survey of Terms of Bank
Lending to Business

1.7.  Listof OTC Margin Stocks

E.A L. Geographical Distribution of
Assets and Liabilities of
Major Foreign Branches off
U.S. Banks

E.15.  Agricultural Finance Databook

[i.16.  Country Exposure Lending

Survey

Z.1.  Flow of Funds Accounts:
Seasonally Adjusted and
Unadjusted

Z.7.  Flow of Funds Summary
Statistics

Semiannual Release

C.9.  Balance Sheets for the U.S.
LEconomy

Annual Release
C.2.  Aggregate Summarics of Annual

Surveys of Sccurities Credit
Extension

Annual
uspes
rate

$ 5.00

No charge

$ 5.00

$ 5.00

$ 5.00

$25.00

$ 5.00

$ 5.00

$ 5.00

Annual
fax
rate

$ 5.00

n.a.

$ 5.00

..

n.a.

n.d.

$ 5.00

n.d.

n.d.,

Approximate
release
days!

Midmonth of
March, June,
Septemtber, and
December

January, April,
July, and
October

15th of March,
June,
September, and
December

End of March,
June,
September, and
December

January, April,
Juty, and
October

23rd of February,
May, August,
and November

[ 5th of February,
May, August,
and November

October and April

tebruary

Period or date to

which data refer

February, May,
August, and
November

tiebruary, May,
August, and
November

Previous quarter

January, April,
July, and
QOctober

Previous quarter

Previous quarter

Previous quarter

Previous year

End of previous
Junc

Corresponding
Bulletin
table numbers?

4.23

1.57, 1.58

1.59, 1.60

1. Please note that for some releases there is normally a certain variability in the release date because of reporting or processing procedures, Moreover,

for all series unusual circuimstances may, from time to time, result in a release date being later than anticipated.
2. The data in some refeases are also reported in the Bullerin statistical appendix.

n.a. Not available.



A74

Maps of the Federal Reserve System

ALASKA

HAWAII

LEGEND
Both pages
B Federal Reserve Bank city

B Board of Governors of the Federal
Reserve System, Washington, D.C.

Norr

The Federal Reserve ofticially identifies Districts by number
and Reserve Bank city (shown on both pages) and by letter
(shown on the facing page).

In the [2th 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 US. Virgin Islands; the San
Francisco Bank serves American Samoa, Guam, and the
Commonwealth of the Northern Mariana Islands. The
Board of Governors revised the branch boundaries of the
System most recently in December 1991.
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Federal Reserve Banks, Branches,

and Offices

President
First Vice President

Vice President
in charge of branch

FEDERAL RESERVE BANK Chairman
branch, or facility Zip Deputy Chairman
BOSTON* ... T 02106 Jerome 11, Grossman
Wilhiam C. Brainard
NEW YORK* ............... 10045  John C., Whitchead
Thomas W. Jones
Buffato ... 14240 Joseph J. Castiglia
PHILADELPHIA . ......... 19105 Donald J. Kennedy
Joun Carter
CLEVELAND®* ... ......... 44101 A. William Reynolds
G, Watts Humphrey, Jr.
Cincinnati ................ 45201 John N. Taylor, Jr.
Pittsburgh ................ 15230 John T. Ryan HI
RICHMOND* . .. ........ 23219 Claudine B. Malone
Robert .. Strickland
Baltimore ................. 21203  Michael R. Watson
Charlotte .. L28230 James O. Roberson

Culpeper ..o 227014
ATLANTA ..o, 30303
Birmingham .............. 35283
Jacksonville .............. ¢ 32231
Miami .................... 33152
Nashville ................. 37203
New Orleans ...l 70161
CHICAGO* _................ 60690
Detroit .................... 48231
ST.LOUIS .................. 03166
Little Rock ............... 72203
Louisville ................. 40232
Memphis ... 38101
MINNEAPOLIS ............ 55480
Helena ...l 59601
KANSAS CITY ............. 64198
Denver ... 80217
Oklahoma City ........... 73125
Omaha .................... 68102
DALLAS .................... 75201
Ll Paso 79999
Houston . 77252
San Antonio ... 78295
SAN FRANCISCO ......... 94120
Los Angeles .............. 90051
Portland .................. 97208
Salt Lake City ............ 84125
Scattle ... 98124

Hugh M. Brown

Daaniel E. Sweat, J1.
Donald E. Boomershine
Joan D, Ruftier
R. Kirk Landon
Paula Lovell
Lucimarian Rober(s

Robert M. Healey
Lester H. McKeever, Jr.
John D). Forsyth

John E. McDonnell
Susan 8. Elliott

Janet M. Jones

John A. Williams

John V. Myers

Jean D. Kinsey
David A. Koch
Lane W. Basso

Herman Cain
A, Drue Jennings
Peter [ Wold
Barry L. Eller
1.cRoy W. Thom

Cece Smith

Roger R, Hemminghaus
Patricia 7. Holland-Branch
Issac H Kempner [H
Carol L. Thompson

Judith M. Runstad
James A. Vohs
Anita E, Tandecker
Ross R. Runkel
Gerald R, Shertatt
George F. Russell, Jr.

Cathy . Minchan
Paul M. Connolly

William J. McDonough
Ernest T. Patrikis

Edward G, Bochne

William . Stone, Jr.

Jerry .. Jordan
Sandra Pianalio

J. Alfred Broaddus, Jr.
Walter A. Varvel

Jack Guynn
Patrick K. Barron

Michael H. Moskow
William C. Conrad

Thomas C. Melzer

W. LeGrande Rives
Gary H. Stern

Colleen K. Strand
Thomas M. Hoenig

Richard K. Rasdall

Robert . McTeer, Jr.
Helen E. Holcomb

Robert T. Parry
John F. Moore

Carl W. Turnipsced!

Charles A, Cerino!
Harold J. Swart!

William J. Tignanelli!
Dan M. Bechter!
Julius Malinowski, Jr.2

James M. Mckee!
bred R, Herr!
James D. Hawkins!
James T. Curry 111
Melvyn K. Purcell
Robert J. Musso

David R. Allardice!

Robert A. Hopkins
‘Thomas A. Boone
John P. Baumgartner

John D. Johnson

Carl M. Gambs'!
Murk 1.. Mullinix
Harold 1., Shewmaker

Sammic C. Clay
Robert Smith, I{17
James L. Stull!

Temporarily vacant
Raymond H. Laurence
Andrea P. Wolcott
Gordon Werkema?

*Additional offices of these Banks ate located at ewiston, Maine 04240; Windsor Locks, Connecticut 06096; FHast Rutherford, New Jersey 07016; Jericho,
New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Catolina 29210; Charleston, West Virginia 2531 1;

Des Moines, [owa 50306; [ndianapolis, Indiana 46204; Milwaukee, Wisconsin 53202; and Peoria, Minos 6 1607,

1. Senior Vice President.
2. Assistant Vice President.
3. Executive Vice President.



