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Housing in the Recovery

This article was prepared in the Mortgage and
Consumer Finance Section of the Division of
Research and Statistics.

A major upswing in housing activity has been
in progress now for 2 years. Although unusually
severe winter weather interrupted the uptrend
in privatc housing starts carly in 1977, both
financial and nonfinancial factors point to a con-
tinuation of the expansion in coming months.
Mortgage lending commitments outstanding at
the nonbank thrift institutions have held ncar
the record high reached at the end of 1976. Sales
of new and existing homes—although down
somewhat in January --have remained strong,
while average prices of new homes sold have
continued to risc relative to costs of con-
struction. Morcover, rental markets have been
lightening in many arcas of the country, pro-
viding the basis for expanded investment in
multifamily propertics.

In terms of its role in the general ¢cconomic
recovery, the current upswing in housing con-
struction has dilfered somewhat from carlier
patterns. From the standpoint of timing, total
housing starts have ordinarily led recoveries in
aggregate economic activity; in previous post-
war cycles, upturns in housing starts preceded
business-cycle troughs by more than half a year,
on the average, and in 1970 the lecad was 10
months. In the current cycle, however, housing
starts began to rise only a month before over-all
cconomic activity reached its low, reflecting
both the cffects of substantial overbuilding dur-
ing the carlier real estate boom—particularly in
the multifamily sector-—--and the extended period
of time neceded by financial intermediaries to
reduce outstanding debt and to rebuild depleted
liquid assct balances.

Associated with this development, the share
of residential construction expenditures in the
gross national product (GNP) declined through-
out the 1974-75 business recession—also con-
trary to the more usual pattern. The residential
construction share then increased only slightly
in the early quarters of the recovery in general
business activity, despite a surge in outlays for
additions and alterations 1o existing residential
structures. By the fourth quarter of last year,
the share had risen significantly from the busi-
ness-cycle trough, but it remained well below
levels reached at comparable stages of most
other postwar expansions. (See Chart 2.)

The recovery in homebuilding has been fi-
nanced by a sharp cxpansion in mortgage lend-
ing. This expansion was fueled in large part by

o Private housing st
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Census Bureau seasonally adjusted monthly data at annual
rates converted to quarterly averages by F.RZ ““Multifamily™”
includes structures with 2 or more units:"Shading indicates
periods of recession as designated by the National Bureau of
Economic Research (NBER). Latest data, Jan.-Feb. average.
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2 Vatue ol new residential construction
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mobile homes and sales commissions on new and existing
residential properties. U Additions and alterations™ derived by
1<.R. from Census series. " Share of GNP hased on constant-
dollar values for both total residential and GNP, Shading
indicates periods of recession as designated by the NBER.

strong net savings flows to depositary institu-
tions, which picked up as short-term market
interest rates declined from their cyclical peaks
in 1974, In the final quarter of last year, resi-
dential mortgage debt formation reached a
record high, almost triple the amount at its low
in the first quarter of 1975. The residential
mortgage share of all funds raised in U.S. credit
markets, which had declined during most of the
general recession, has increased appreciably
thus far in the recovery and it exceeded a fourth
in the final quarter of 1976. Even so, this was
well below the share attained at similar stages
of most other postwar expansions.

Throughout the current housing recovery,
savings and loan associations have dominated
the residential mortgage markets to an even
greater degree than usual; direct mortgage in-
vestment by these institutions accounted for
about two-thirds of the growth in residential
mortgage debt outstanding last ycar. Perhaps
even more striking, mortgage-backed securities
have become a much more important factor in
housing finance. In fact, in recent quarters pools

of mortgages used as collateral for sccuritics
issued and/or guaranteed by the Government
National Mortgage Association (GNMA), the
Federal Home l.oan Mortgage Corporation
(FHLMOQ), or the Farmers Home Administration
(FmHA) have accounted for more than a fifth
of the net increase in residential mortgage debt
outstanding. While savings and loan associa-
tions have at times been major investors in these
liquid bond-type securitics, other investors—
including pension funds—not traditionally ac-
tive in the market for mortgage loans have also
heen purchasing such securities.

Single-family housing has dominated the
current recovery in the residential building and
mortgage markets to a much greater extent than
in other recent cycles. By the end of 1976, starts
of such units were near the highs recorded in
1972 and early 1973—a period when Federal
subsidy programs designed to stimulate home-
building were particularly active. In contrast,
starts of multifamily housing units, even after

3. Net chuange in residential maortpage deblt
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a substantial rise in the sccond half of last year,
have remained below the pace registered at the
trough of the previous housing cycle in 1970,
Meanwhile, apart from the conventional housing
sector, shipments of mobile homes—--which had
accounted for a fifth of all types of housing units
completed in the boom years of 1972 and
1973—have recovered only modestly during the
current economic expansion.

SINGLE FAMILY HOUSING

Sales of both new and cexisting homes have
expanded vigorously during the upswing in
housing activity. By the end of 1976, they had
rcached a combined rate nearly double the low
2 years carlier. To some extent, this strength
reflected pent-up demand resulting from post-
poned purchases during the prolonged economic
slump of 1974-75. Also, the inflation-hedge
potential of homecownership and the opportunity
for upgrading have remained strong investment
incentives for houscholds able and willing to
meet the costs.

HoMeE BUyER CONSIDERATIONS

The strong demand for single-family homes has
been reflected in rapidly rising prices of both
new and existing homes. Prices of new homes
sold have increased at a somewhat faster pace
than existing-home prices over the recovery
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period, as was the case carlier in the 1970's.
This has been duc to a persistent rise in the
quality—size and related amenities--of new
homes sold. After adjustment for changes in
quality, the increase in new-home prices has
about matched the rise in average prices of all
types of existing homes sold —around 20 per
cent over the past 2 years.

Escalating prices of homes have been pri-
marily responsible for increases - 10 unprece-
dented levels—in average monthly payments on
newly originated mortgages. although  the
maintenance of average mortgage interest rates
at levels close to 9 per cent has also been a
factor. In carly 1977, average monthly
principal-plus-intcrest  payments on  conven-
tional first mortgages made to finance the pur-
chasc of new homes exceeded $300. That was
more than 50 per cent above the average pre-
vailing as recently as 1973 before the cyclical
upswing in mortgage rates. Moreover, the rise
in average mortgage payments——which in the
case of new buyers normally account for about

Single Enily housing
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two-thirds of total homecownership costs—has
occurred at the same time that costs of operating
homes have mounted. For example, real prop-
erty taxes have risen along with home prices,
and fuel and utility costs have increased more
than 50 per cent since the energy crisis emerged
in 1973. Although average family income has
also been rising, it has not kept pace with such
increases in homeowner costs.

Prospective home buyers have also been
faced with sharply rising downpayment require-
ments as home prices have soared. In the case
of new homes, the average downpayment on
conventional first mortgages—the major financ-
ing instrument used—exceeded $13,000 in early
1977. This was more than 1O per cent above
a year earlier and about three-fifths higher than
levels prevailing in 1973 when average
loan/price ratios on such mortgages were about
the same as currently.

Becausc of diversity in income and wealth
positions, some households have obviously been
in a better position than others to afford the
advanced costs of home purchase and operation.
In particular, home buyers with houses to sell
or to trade have in general held a greater-than-
usual advantage over first-time buyers, and such
households have been a major factor behind the
strength of demand for single-family homes.
Homeowners as a group have accrued large
amounts of housing equity during the rapid infla-
tion in home prices since 1970, in many cases
on highly leveraged positions that offer the
potential for large capital gains on the basis of
relatively small initial investments. Thus, sellers
of existing homes, who in recent years have
accounted for about half of all home buyers in
any case, have been able to use such equity to
help mecet downpayment requirements on the
purchase of new or existing units. Moreover,
this cquity can facilitate trading up to better
homes or the placement of downpayments larger
than lenders require—thus effectively lowering
monthly mortgage outlays. First-time home
buyers, who tend to be concentrated in the
growing number of households with heads in
the 25- to 34-year age group, must ordinarily
meet downpayment requirements out of finan-
cial asset balances.

As generally occurs, home buyers who en-
tered the market with an existing home to sell
have not always invested all of their accumu-
lated housing equity in a newly acquired unit.
In a period of ample mortgage funds, many
households have instead opted for as large a
mortgage as lenders would permit on homes
purchased, thus raising funds through the mort-
gage market to be used for other purposes. Of
course, homeowners who have not moved may
also borrow against their housing equity by
taking out second mortgages or by increasing
the size of first mortgages through refinancing.

Available data suggest that homeowners have
been liquidating large amounts of housing eq-
uity by these three techniques. It is estimated
that in 1976 the net increase in long-term home
mortgage debt of households exceeded the value
of household net purchases of new and existing
homes (including condominium units in multi-
family structurcs) by about $15 billion. This
increasc compares with less than $1 billion in
1974 when credit conditions were relatively
tight.

LENDER BEHAVIOR

Faced with extremely strong demands for home
mortgage funds, lenders have reduced average
interest rates on new commitments for long-term
home mortgages only slightly over the course
of the economic recovery. By contrast, most
other long-term interest rates declined substan-
tially last year. As a result, the yield sprcad
between home mortgages and bonds—a factor
of some importance to lenders with broad in-
vestment options—widened considerably during
1976 and has remained rather large since then
even though bond rates have risen,

The relative stability of home mortgage rates
during the recovery period has becn attributable
in part to some easing by lenders of nonrate
loan terms, indicated by higher loan/value ratios
and longer contract maturities. The stickiness
of mortgage rates has also been due to reluc-
tance on the part of diversified lending institu-
tions—such as commercial banks and mutual
savings banks—to commit funds to long-term
home mortgages. This reluctance was particu-



G Y ek on honse mopeeaese, and bonds

PPer cent

Conventional
mortgages

-a

|
Busis points

. 100
Yield spread- 3
S0
\ "
v —
50
1 ! 1 t t

. A N L L L L

“Conventonal morigages™ are monthly average contract

interest rates an new commitments for conventional new-home
mortgage loans in the primary market, based on HUD (FHA)
ficld-oftice reports. “*Corporate bonds™ are monthly averape
implied yiclds on newly issued A rated utility bonds with
5 year call protection, estimated by F.RY - Yield spread™ s
mortgage vield less bond yield.

larly marked during 1975, when mortgage
yields were still relatively low compared with
yiclds on other long-term debt instruments and
lenders were placing heavy emphasis on im-
proving the liquidity of their portfolios.

[n an environment of rapid home-price ap-
preciation, however, investors have apparently
not been overly concerned about the quality of
mortgage credit on single-family homes. Delin-
quency rates on outstanding home mortgages,
which had risen only slightly during the
1974-75 business recession, have changed little
since then, after allowance for scasonal influ-
ences. Mcanwhile, foreclosure rates have been
trending downward, owing to the economic
recovery as well as to special Federal efforts
to encourage lender forbearance in accordance
with provisions of the Emergency Homeowners’
Relief Act of 1975,

As the housing markets began to recover in
1975, savings and loan associations acquired
more than half of all long-term home mortgages
made. With direct mortgage investment by di-
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versified private financial institutions quite lim-
ited, Federal and related credit agencies and
mortgage pools backing issues of securitics
guarantced by GNMA, FHLMC, or FmHA ac-
counted for most of the balance.

As yield spreads vis-a-vis bonds improved in
favor of home loans during 1976, commercial
banks and mutual savings banks increased their
direct investment in mortgages to some degree,
particularly in the latter half of the year. Never-
theless. the savings and loan share of the ex-
panded volume of mortgage lending rosc even
further. Net acquisitions by the Federal and
related credit agencies fell sharply last year,
primarily because of sales to private investors
by GNMA and FHLMC of home mortgages that
had been acquired under interest rate subsidy
programs instituted during the business reces-
sion. Some sales were in the form of mortgage-
backed securities guaranteed by the agencics.

Mortgage pools accounted for an cven larger
share of total acquisitions of long-term home
mortgages in 1976 than during 1975. Indeed,
$13.8 billion in GNMA-guaranteed *'pass-
through™ sccurities- -backed by home mort-
gages underwritten by the Federal Housing Ad-
ministration (FHA) or the Veterans Administra-
tion (VA)—were issued in 1976, This was
equivalent to more than two-thirds of all
FHA/VA home loans originated last year. Di-
versitied investors purchased an unusually large
share of security issues based on these pools—
thus indirectly supplying a significant quantity
of funds to the home mortgage market. Demand
by savings and loan associations for GNMA-
guaranteed securitics fell sharply after mid-1976
as yields on these securitics—which move
closely with bond yields—dropped well below
average returns on home mortgages acquired in
the primary market.

With long-term financing readily assured,
lenders have been quite willing to make short-
term loans to builders for the construction of
single-family structures. Average interest rates
on single-family construction loans—generally
linked to the bank prime ratc—are currently
around 9 per cent as compared with levels of
12 per cent or more at the beginning of the
recovery period. In 1975 and 1976 savings and
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loan associations provided more than halt of all
mortgage loans for the construction of homes,
while commercial banks—which also make
construction loans not collateralized by real es-
tatc—supplied about a third. The share of con-
struction loans made by mortgage companies,
which obtain a significant part of their funds
by borrowing from banks, has continued to fall
from the unusually high levels attained in the
carly 1970’s.

BUILLDER POSITIONS

While interest rates on construction loans have
been receding during the recovery period,

wholesale prices of building materials in general
have been rising at a pace well below the rate
of advance in 1974 and early 1975. Morcover,
upward adjustments in construction labor costs
have been comparatively moderate throughout
the recovery. Even so, prices of lumber and
plywood have been rising rapidly since mid-
1976, and costs of land and land development
have continued upward, owing in part to envi-
ronmental, zoning, and related requircments,

With new-home prices rising briskly and
construction costs increasing less sharply than
before, merchant builders have been eager to
start new single-family units in recent quarters
despite high and rising inventorics of unsold
new homes. These inventories have posed no
significant impediment to housing starts, partly
because they reflect to a large extent a base made
up of a slow-selling carryover of older com-
pleted homes that are for various reasons non-
competitive. Most newly completed ‘units are
selling quickly, and the recent additions to the
stock of unsold new homes have been primarily
units still under construction rather than com-
pleted dwellings. Finally, despite the overhang
of unsold units, the inventory/sales ratio for new
single-family homes has drifted down, and it
is well below the highs that had been reached
in 1974 and early 1975.

8. Home stocks at builders
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REGIONAL DIFFERENCES

The degree of expansion in single-family starts.,
in sales of new and existing homes, and in home
mortgage lending has varied widely across the
country. Housing activity and mortgage Toan
demands have picked up most in the West- -
particularly in California  while the weakest
recovery has been in the Northeast. Parts ol the
South (excluding Florida) as well as the North
Central and South Central regions have experi-
enced moderate growth.

These geographic differences have been as-
sociated primarily with differing degrees  of
economic recovery in various  parts of the
country and with ongoing population shifts in
favor of the South and West. Additions to
nonfarm payrolls in the Northeast, for example,
antounted to less than 0.5 per cent during the
year ending September 1976, At the other ex-
treme. employment gains in the Far West and
Southwest exceeded 2.5 per cent in the same
period.

Owing primarily to the strength of demand
for home mortgage funds. savings and loan
associations in the West experienced a particu-
larly large shortfall in loanable funds during
1976+ that is, the loans they made exceeded by
an unusually wide margin the sum of their net
savings  flows, interest credited, and  loan
principal repayments. Consequently, these as-
sociations rehied even more heavily than usual
on the secondary mortgage market in order to
meet demands in their regions for mortgage
funds., mainly for single-family dwellings, Alto-
pether, the associations in the West accounted
for about half of the dollar volume of all whole
mortgage loans and loan participations sold by
savings and loan associations in 1976, and for
only about 10 per cent ol loans purchased.
Associations in the Northeast, by contrast, were
large net buyers in the sccondary market.

MUT TIEAMILY HOUISING

Unlike single-family housing activity, the re-
covery in construction of multifamily  struc-
tures --whether for rent or condominium own-

[N
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crship -has been sluggish in most parts of the
country. This has reflected a number of prob-
lems associated with inflation and carlier over-
building. Multifamily construction has as yet
expanded appreciably in only a few local mar-
kets, located primarily in southern California
and in Texas. However, rental markets have
been tightening in many arcas. and the sales
rate for the reduced supply of newly completed
condominium units  still low by carlier stand-
ards - has improved somewhat.

OCCUPANCY SHIFTS

The demand for rental space in both new and
existing residential properties of all types has
been strengthening at a time when completions
of multifamily units have receded to extremely
low levels. As aresult, new rental units coming
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on the market have been leased quickly. In fact,
85 per cent of the units completed during the
third quarter of 1976 had been rented before
the end of the fourth quarter.

In addition, avecrage vacancy rates for all
types of rental properties have fallen signifi-
cantly in recent quarters. The sharpest decline
has occurred in the South, where the vacancy
rate of 5.8 per cent in the fourth quarter of 1976
was the lowest in 20 years. During the previous
boom the tendency to build ahead of demand
had been most marked in the South; in early
1975, 8.4 per cent of all rental units in that
region were vacant and available for occupancy.

SPECIAL. PROBLEMS

The problems that have plagued multifamily
housing markets since 1973 arc in varying de-
grees still exerting a drag on the expansion in
residential construction. While interest by in-
vestors in multifamily rental properties has im-
proved somewhat, lenders in gencral remain
quite selective in making loans for the con-
struction of multifamily projects, even when
commitments for long-term financing can be
obtained by builders. As a general rule, con-
struction loans for multifamily housing arc rela-
tively high-risk investments—cven when condi-
fions in local markets appear to justify the
projects. This is because potential cost overruns,
materials  shortages, labor strikes, adverse
weather, and shifts in housing market conditions
pose a special threat over the comparatively long
production periods involved.

The severe problems experienced by mort-
gage-oriented real estate investment  trusts
(REIT’s) and other lenders in the wake of the
unprecedented wave of condominium and rental
project construction during 1972-74 left all
lenders wary. The REIT’s, which grew rapidly
during the last boom and supplicd as much as
30 per cent of all multifamily construction loans
originated in 1973, are not currently a signifi-
cant source of supply. In 1976 commercial
banks and savings and loan associations ac-
counted for most of the still limited volume of
multifamily construction loans.
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Lenders have also been cautious about pro-
viding long-term financing for multifamily proj-
ccts, given the deterioration in the quality of such
credit in recent years. At life insurance compa-
nies, for example, delinquency and foreclosure
rates on multifamily mortgages by mid-1976
were about four times higher than during the
1970-72 period. Indeed, net acquisitions of
long-term multifamily mortgages by insurance
companies have fallen to low levels; these in-
stitutions have been concentrating their long-
term investments in corporate bonds. Savings
and loan associations have recently accounted
for nearly half of the reduced total, with com-



mercial banks and mutual savings banks sup-
plying most of the balance.

Repayment problems on outstanding long-
term multifamily mortgages have occurred as
many owners of rental projects have been caught
in a cost revenue squeeze. On the average the
expense of operating rental projects has risen
over the past 3 years at a considerably faster
pace than have available rents. The sharpest
increases have been in the costs of fuel and
utilities, although all major cost components
have increased significantly. Meanwhile, rent
controls--or the threat of such controls—have
limited rent increases in somic arcas. As of
mid-1976, rent controls were in effect in about
230 communitics -mostly along  the cast
coast—containing about 14 per cent of the U.S.
urban population: an additional 14 per cent of
the population lives in arcas where State laws
permit rent controls or where State or Jocal
governments have recently considered rent con-
trol laws. Particularly under these conditions,
prospective returns on multifamily rental proj-
ccts have in many cases been too low and/or
uncertain to warrant new investment.

Faced with eroding net income, some land-
lords have offered their properties for condo-
minium sale, and others have sought o support
their net income from rental projects by use of
contracts that require tenants to pay directly lor
clectricity, heating, and certain other variable
costs associated with occupancy. The latter
methods help landlords maintain levels of serv-
ices for tenants without serious crosion of net
income.

FEDERAL SUBSIDY PROGRAMS
AND INSTITUTIONAL ADJUSTMLENTS

The pick-up in multifamily housing starts in the
latter half of 1976 was associated partly with
an acceleration in activity under Federal subsidy
programs at a time when the prospects for
profitable operation of rental projects were im-
proving somewhat. In the second half of last
year, starts under rental assistance programs of
the U.S. Department of Housing and Urban
Development (HUD)—primarily the Section 8
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and Section 236 programs for low- and moder-
ate-income families: --were more than double
the rate during carlier quarters of the recovery
period, and they accounted for about 15 per cent
of all multifamily starts.

Morcover, GNMA has issued about $2.8 bil-
lon of commitments 1o purchase  below-
market-rate, long-term  mortgages  for new
FHA-insured multifamily rental projects based
on a tandem plan’ initiated last year under
the authority of the Emergency Housing Act of
1975, as amended. A total of $5 billion was
released during 1976 for this tandem plan in
the expectation that the funding would finance
about 200,000 new units. The GNMA commit-
ment to supply long-term financing provides the
type of lirm back-up that developers nced to
seeure construction loans from private sources.
[n addition. the below-market contract interest
rate of 7% per cent on the mortgages enhances
the profit potential of the rental projects.

Various institutional adjustments have also
been made to stimulate additional activity in the
multifamily sector. For example. HUD recently
introduced a co-insurance plan to enhance in-
vestor interest in the security issues of State
home finance agencies. Also in 1976 the Federal
Home Loan Bank Board granted Federally
chartered savings and loan associations author-
ity to use variable-rate mortgages in financing
multifamily—as  well  as  commercial—
propertics. In addition, attempts have been
made by both the FHLMC and the Federal
National Mortgage Association to develop a
broader sccondary market for conventional
multifamily  mortgages. In  particular, the
FHI.MC rccently instituted a program whercby
it makes commitments, in advance, to buy such
mortgages from private financial institutions.

The Tax Reform Act of 1976, passed in
September, appreciably limits the availability of
tax shelters that had provided inducements to
investors to aceept the risk of rental property
ownership. Accclerated depreciation on apart-
ment structures must now be treated as ordinary
income when the property is sold——as is true
for other types of income properties. However,
partly in recognition of the special problems
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being faced by multifamily real estate, some of
the tax reform changes have been deferred. For
example, the requirement that investors in mul-
tifamily projects capitalize interest and tax pay-
ments incurred during the construction period
and amortize these costs over a period of years
will not become fully effective for some time.

MOBI E HOMIES

Manufacturers’ shipments of mobile homes to
dealers and developers have turned modestly
higher since mid-1975, following a sharp de-
cline from a 650,000-unit annual rate early in
1973 to a 200,000-unit rate in the second quarter
of 1975, Part of this drop in shipments had

(1. Mobile hone Tmancing
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Repossession rale
4
Delinquency rate
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Quarterly  averages  computed  from  seasonally - adjusted
monthly or bimonthly data. Delingquencies and repossessions
are for a sample of commercial banks, from the American
Bankers Association. The delinquency rate is the proportion
of the number of mobile home loans outstanding that are 30
days or more past due. The repossession rate is the number
of units repossessed, at an annual rate, as a proportion of the
number of foans outstanding. “Interest rate’ and CTeontract
maturity”” are for finance companies reporting directly to the
IR, Interest rates are annual percentage rates as detined by
Regulation 7.

reflected a downward adjustment in dealers’
inventory positions after a large build-up. [ndi-
cations are that thc modest recovery in mobile
home shipments during the past year and a half
has been associated with a roughly similar up-
trend in sales.

CREDIT CONDITIONS

Limited availability of financing has constrained
sales of mobile homes during the current eco-
nomic recovery period. As in the case of the
multifamily sector, this constraint reflects prob-
lems inherited from the prior boom. In 1974
credit conditions tightened considerably as the
economic recession deepened and loan delin-
quencies and repossessions of financed units
rose. Although repossession rates have declined
significantly since early 1975, delinquency rates
have remained at advanced levels.

In this environment, average interest rates on
conventional loans to finance purchases of mo-
bile homes have held around the highs reached
in mid-1975. Moreover, avcrage contract ma-
turities—which had lengthened considerably
carlier in the 1970’s—and average loan/value
ratios have changed little. Apparently more
stringent credit standards have also been applied
in granting new loans for the purchase of mobile
homes. Both commercial banks and finance
companics, which together account for about
three-fourths of total mobile home credit out-
standing, have cxperienced a net contraction in
their holdings of such loans during the past 2
years.

NONFINANCIAL FACTORS

In addition to the credit factors that have
tended to limit sales of mobile homes, the
sluggishness of the recovery in this sector of
housing has reflected several important nonfi-
nancial developments. These have included
continued high unemployment among younger
and lower-income households—population seg-
ments that typically are most likely to con-
sider purchase of mobile homes. Morcover,
upgraded construction and safety standards
adopted in recent years, as well as higher site



costs, have added further to the dollar outlays
required of buyers. Zoning restrictions, envi-
ronmental considerations, and the limited avail-
ability of svitable sites have also continued to
be problems.

ADJUSTMENTS IN GOVERNMENT-
UNDERWRITTEN
LOAN ARRANGEMENTS

A number of changes in Government programs
have been introduced that may help increase
mobile home activity further over the period
ahead. For example., to facilitate buyer use of
low-downpayment FHA financing under condi-
tions of rising prices. in 1976 HUD increased
the limits for FHA-insured mobile home loans
10 $12.500 for single-width units and to $20,000
for those that are made up of two or more
modules. Morcover, the VA raised its maximum
guaranty for mobile home loans to 50 per cent
from 30 per cent. and early this year such foans
were made eligible for pools backing issues of
GNMA-guaranteed securities. HUD  also re-
vised its Title T loan program for mobile homes
to cover both the housing units and the lots they
occupy. and it made those loans on mobile
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homes that are purchased with a lot eligible for
subsidy under the Section 235 program.

. s .
T4 B "

All aspects of homebuilding- -the production
of mobile homes. additions and alterations to
existing housing, and the construction of new
conventionally built dwellings —have contrib-
uted in some degree to the upswing in expendi-
tures on housing. As measured in the national
income and product accounts, residential in-
vestment expenditures also reflect a relatively
large amount of income in the form of sales
commissions on the extremely large number of
transactions in new and existing homes at higher
prices. By carly 1977 the current-dollar valuce
ol this cxpenditures component, taken as a
whole, had alrcady increased on the order of
$35 billion from its low 2 ycars earlicr: in
constant-dollar terms this represented an expan-
sion of more than 50 per cent. Given the mo-
mentum of the rise in housing starts, as well
as the strength of financial and nonfinancial
forces helping to sustain this rise, the upswing
in residential investment is likely to contribute
further to the evolving recovery in the general
cconomy, '
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Treasury and Federal Reserve
Foreign Exchange Operations

This 30th joint interim report reflects the
Treasury—Federal Reserve policy of making
available additional information on foreign ex-
change operations from time to time. The Fed-
erul Reserve Bank of New York acts as agent
for both the Treasury and the Federal Open
Market Committee of the Federal Reserve Sys-
tem in the conduct of foreign exchange opera-
tions.

This report was prepared by Alan R. Holmes,
Manager, System Open Market Account, and
Executive Vice President in charge of the
Foreign Function of the Federal Reserve Bank
of New York, and by Scott E. Pardee, Deputy
Manager for Foreign Operations of the System
Open Market Account and a Vice President in
the Foreign Function of the Federal Reserve
Bank of New York. It covers the period August
1976 through January 1977. Previous reports
have been published in the March and Sep-
tember BULLETINS of each year beginning with
September 1962.

During the August 1976-January 1977 period
under review, market participants remained
sensitive to the possibility of further sharp rate
movements for major currencies as wide
disparities in cconomic performance persisted
among industrial countries. With the pacc of
¢cconomic expansion slowing in several coun-
tries during the summer and carly fall, many
traders became concerned that individual gov-
ernments might not succeed in achicving greater
price stability and payments cquilibrium in the
face of historically high unemployment rates
and mounting political pressures to stimulate
domestic demand.

Consequently, as the market sought to antici-

pate both economic developments and possible
policy changes, swings in sentiment generated
large-scale shifts of funds into and out of some
currencies. Among those that had weakened
early in 1976, the pound sterling and the Italian
lira came under renewed pressure, while other
currencies—such as the Mexican peso and the
Canadian dollar—were also heavily on offer at
various times during the period. Meanwhile,
speculation over a realignment within the Euro-
pean Community (EC) currency arrangement
put the *‘snake’” margins under renewed pres-
sure. And the Japanese yen was also subjected
to reversals in market assessment.

The authorities of several countries moved to

I. Federal Reserve
reciprocal currency arrangements

In millions of dollars

Amount of
facility,
Jan, 31, 1977

Institution

Austrian National Bank ............. ... .., 250
National Bank of Helgium | 1,000
Bank of Canada ... ................... .. 2,000
National Bank of Denmark . 250
Bank of England .. ... ... .0 0 L 3,000
Bank of France .. .. ... o] 2,000
German Federal Bank 2,000

Bank of Italy ... ... ... ... ... . . 3,000
Bank of Japan ... ... .. . 2.000

Bank of Mexico .. . 360
Netherlands Bank ... .0 ... . 00 oo 500
Bank of Norway .. ...... G 250
Bank of Sweden ... o oL 300
Swiss National Bank ... ..... ... .. ... 1,400
Bank for International Scttlements:
Swiss francs/dollars ... L . 600
Other authorized European
currencies/dollars ... ..o L0 o 1,250
Total .. .. . . 20,160
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2. Federal Reserve System activity under its reciprocal swap lines
In millions of dollars equivalent
Drawimgs, or u‘m)nu s+ )
System D — - - System
commit 1976 1977 commit
Transactions with ments, ments,
Jan 1. N T 0 I Jan. 31,
1976 J QY | Q3 Qb . 1977
I 1
e N U R |
National Bank of Belgium 207.6 805 83,7 10O 27.4
; . 133, ‘) ) 14.9
German Federal Bank ..., ... { 3.4 107.5 1] M.‘)}'
Netherlands Bank .. ... oo 00 19. (1 .
19. (1
Swiss National Bank ....... ... .. 567.2 ['600. () T 1472
1 Q0. ()
Bank for Internanonal Sctilements
(Swiss francs) ... .o [600.0 |
L o600.0f
Totad . .. . ... . . 1,464.8 | 753.5 191.2 100.0 14.9] 14.9
1 752.6 1,174.6(

'Consolidation of Swiss frane debt.

2The Federal Reserve repaid the outstanding $1.147.2 million equivalent of its pre-August 1971 Swiss frane swap indebiedness
and took down the same amount of the newly ¢reated special swap line designed to refund the short term obligation

into a medium-term obligation,
NOTE.- Discrepancics in totals are due 1o rounding,

bring about internal and external balance in their
economies and to restore order in the exchange
markets. The U.K. authoritics adopted a pro-
gram of fiscal and monctary restraint tied 10
agreement on important medium-term credits.
These included a $3.9 billion standby arrange-
ment with the International Monetary Fund
(IMF) and a $3 billion arrangement with the
major central banks and the Bank for Interna-
tional Settlements (BIS) to deal with oflicial
sterling balances. The governments in France
and Italy also introduced broad-based stabiliza-
tion programs, including fiscal and monetary
measures and direct controls. In late October
the governments participating in the snake ar-
rangement agreed on a parity realignment in
which the German mark was adjusted upward
by 2 to 6 per cent against its partner currencics.
Although many disparities in cconomic per-
formance remained in early 1977, these various
corrective measures were interpreted by the
market to be steps in the right direction and
therefore helpful in alleviating many of the
tensions in the exchanges.

During the period, the dollar was again
caught up in the crosscurrent affecting the Eu-

which is being reduced as drawings

are repaid over a d-year period (see Table 3).

ropean markets. But in addition, sentiment
toward the dollar shifted in response to the pause
in the U.S. recovery, which spurred a gradual
reassessment of the outlook for interest rates.
As U.S. short-term interest rates declined while
comparable rates elsewhere held steady or ad-
vanced somewhat, the narrowing in interest rate
differentials prompted flows out of dollars. At
times, other uncertaintics—over the U.S. clec-
tion, over our widening trade deficit, and over
a potentially large Organization of Petroleum
Lixporting Countrics (OPEC) price hike- —had an
adverse elfect on market psychology.

By carly January 1977 the dollar had there-
fore declined by some 10 per cent from late-July
levels against the German mark and the other
currencies linked to it. Much of the dollar’s
decline was gradual and trading in New York
was generally orderly. But on those days when
the market became unsettled, the Federal Re-
serve countered with moderate  offerings  of
marks o stabilize trading conditions. There-
after, however, the market’s attitude toward the
dollar was buoyed by economic indicators that
suggested the U.S. cconomy was picking up
steam once again, and by a reversal in interest
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3.  Federal Reserve System drawings and repayments under
special swap arrangement with the Swiss National Bank

In millions of dollars equivalent

System
swap

commit-

| mesits,

Jan. 1.
1976

Iransactions with

| J
1977
. . - - ._<|, - ments,
I Jan. 31,
| 1977
0l J Q2 0y 4 L dan,
I

Drawings, or repayments (

System
swap
comit-

1976

R _ -

o o [1.147.2 5 RS
Swiss National Bank ) 06> 58.4 128

| 2.2

[1,147.2}

Tot: IR . 9y
Fotal . .. ... .. ... ..., V6.2 58.4 992.5
Notr.  Discrepancies in totals are due to rounding. Data are on a value date basis with the exception ol the last two columns

that include transactions executed i late Janwry for value atter the reporting, period

differentials as U.S. rates firmed while those
abroad cased. The dollar then came into demand
and firmed against the main continental curren-
cics through the end of January.

In exchange-market intervention during the
August 1976-January 1977 period, the Federal
Reserve sold $175.6 million cquivalent  of
marks, of which $160.7 million was from bal-
ances acquired before and during the period and
$14.9 million was drawn in December under
the swap line with the German Federal Bank.
That swap drawing was quickly repaid in Jan-
uary when the dollar’s buoyancy cnabled the
System, by purchases in the market and from
correspondents, to rebuild balances once again,
In all. the System bought $205.0 million of
marks during the 6-month period.

Moreover, pursuant to an agreement in late
October between the U.S. authorities and the
Swiss National Bank for repayment in 3 years
of Federal Reserve and U.S. Treasury debt in
Swiss francs outstanding from August 1971, the
System repaid $154.6 million cquivalent and the
Treasury repaid  $86.1 million equivalent
through the end of January. Most of the francs
were purchased directly from the Swiss National
Bank against dollars. But in addition. $7.9
million of Swiss francs were acquired from
correspondents. while additional francs were
bought from the Swiss National Bank against

the sale of $48.1 million equivalent of German
marks, $4.8 million of French francs. and $.04
million of Dutch guilders. The marks and
French francs came from balances acquired in
the market during the period, while the guilders
came from existing holdings. Finally, by No-
vember, using Belgian francs acquired from
correspondents and in the market. the Federal
Reserve liguidated the last $82.4 million equiv-
alent of swap debt to the National Bank of
Belgium outstanding since August 1971,

Also during the period, the Bank of England
drew in September a further $100 million cach
on the Federal Reserve and U.S. Treasury that

/as in proportion to British drawings on other
participants in the June 1976 standby credit
facility. Total drawings on the System and the
Treasury were thereby increased to $300 million
cach. These drawings were repaid in full at their
maturity when the facility terminated on De-
cember 9, along with drawings on other partici-
pants. The Bank of Mexico repaid an carlier
swap drawing of $360 million on the Federal
Reserve and drew a further $150 million, which
it arranged to repay at maturity in February. The
Bank of Mecxico also drew and repaid a total
of $365 million under a special short-term credit
facility initiated in September with the U.S.
Treasury. In addition, that central bank subse-
quently drew a further $300 million under the
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4. Drawings and repayments on Federal Reserve System by its swap partners

In millions of dollars

Drawings
on
System
Jan. 1,
1076

Banks drawing on System

Bank of England

Bank of Italy

Bank of Mexico

Bank for International Settlements
(apainst German marks)

Total

Drawings, or repayments () ,
| Drawings
on

1976 1077 System
- el e o — —— -] Jan. 31L.
[ 1977
ol 02 \ 03 Q4 Jan. l
R e — . — e — -4 R — . -
. [200.0 100.0 L
(500.0 1 l 300.0(
500,000
360.0 .. 41500 150.0
360.0
14.0 17.0]
14.0 37.0]
_ { 574.0 137.0  150.0] 5
SO0 4 Tia0 537.0 660.0f 150.0

Exchange Stabilization Agreement, of which
$150 million was outstanding at the end of
January 1977,

GERMAN MARK

During most of carly 1976 the exchange markets
were bullish for the German mark. By that time,
the cconomy was expanding smartly. Export
growth continued strong cnough to keep Ger-
many’s trade and current accounts in substantial
surplus even though imports were on the rise.
And Germany's rate of inflation. at around 5
per cent per annum. remained one of the lowest
among industrial countries and was continuing
1o moderate. This picture contrasted sharply
with that for many of Germany’s trading
partners in Europe where more rapid cconomic
activity was leading to a deterioration in cur-
rent-account balances and upward pressure on
wages and prices. Although by carly summer
the markets had scttled down somewhat after
the strains ol January-March, ¢xpectations re-
mained that sooner or later the mark would
appreciate against the currencies of other Luro-
pean countrics with significantly higher rates of
inflation. Thus, the mark held firm at the ceiling
of the EC band, while the other currencies in
the arrangement remained clustered near the
bottom.

Mecanwhile, against the dollar, the mark
leveled off below $0.3900 in the late spring and
carly summer, as the market considered the
German and U.S. economies to be broadly in
phase. cven to the extent of entering the pause
in growth at roughly the same time. Traders
nevertheless remained concerned that changing
money market conditions might at any time
generate a reversal of the heavy volume of funds
German banks had previously placed abroad in
doflars and other currencies. Moreover, persist-
ent expectations of a mark revaluation against
the other EC currencies sometime before or after
the German general clections in carly October
left traders poised to buy marks at the first sign
that it was strengthening once again.

Against this background, market speculation
over a realignment within the snake was quickly
reignited when sizable orders to buy marks
triggered a sharp rise in the spot rate in late
July. The mark moved quickly to its upper
intervention limit against several of the other
snake currencies. There it came under recurrent
waves of heavy demand during August, as
dealers built up mark positions and commercial
leads and lags shifted in Germany’s favor. The
German Federal Bank and the other snake cen-
tral banks intervened foreefully in one another’s
currencies to keep their exchange rates within
the prescribed limits. At the same time the dollar
again became caught up in the pressures of the
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5. U.S. Treasury sccurities,
foreign currency series

In mitlions of dollars equivalent

Swiss National
Bank Total

Period

Commitments

1,599.3

Jan. 1. 1976 1,509.3

[ssues, or redemptions ¢ )

1976 -Ql .........
Q2.
[ X I I ..
(6 S ! 53.6 53.6

Jan. 1977 .o | 32.6 26

oo ——— — - - [ -

Communents

Jan. 31, 1977........ 1.513.1 1.513 1

No-. Data are on a value date basis with the exception
of the last two items. which include transactions executed in
late Junuary for value after the reporting period.

snake, and, as the mark strengthened, the Ger-
man Federal Bank purchased sizable amounts
of dollars in Frankfurt. To maintain orderly
conditions in New York, the Federal Reserve
followed up by selling $15.9 million equivalent
of marks from balances on August 16 17, the
System’s first intervention sales since March.
By September in the wake of the large-scale
official intervention and monctary measures
taken in Europe, the immediate pressures within
the snake had temporarily tapered olf. But sen-
timent toward the mark remained bullish. Re-
ports of increased foreign orders on top of an
already large trade surplus for July provided an
optimistic outlook for Germany’s future trade
performance. In addition, reports suggesting a
continued pause in the U.S. recovery generated
expectations of a protracted decline in U.S.
money market rates while German rates were
cxpected to hold steady or rise somewhat.
Morcover, as sterling dropped sharply in the
exchanges carly in September, the shift of funds
out of sterling into marks magnified the demand
for the German currency all the more. Conse-
quently, the market remained f{earful that spec-

ulation could resurface at any time and that
Germany’s exchange-rate policy might once
more cmerge as a campaign issue in the closing
days of a close contest for the upcoming general
clections. As aresult, trading remained nervous,
the German Federal Bank made further large
purchascs of dollars, and the Federal Reserve
sold a further $16.3 million equivalent of marks
in New York on 2 days, September 16 and 24.

With the approach of the October 3 German
clections, the mark came into renewed specula-
tive demand late in September. The snake again
became fully extended and the German Federal
Bank intervened heavily, along with other par-
ticipating central banks, to maintain the limits.
As these tensions resurfaced, the mark also
advanced against the dollar following news of
another large U.S. trade deficit and of a decline
in leading cconomic indicators announced for
August.

After the clection, no parity changes were
announced, but the market was kept on edge
by persistent talk about the possibility of a mark
revaluation. Thus, the mark remained in de-
mand through midmonth. advancing to
$0.4117, more than 6 per cent above the levels
of late July. The Federal Reserve sold an addi-
tional $20.9 million equivalent of marks from
balances when trading became unsettled in New
York on October 5-6. Mcanwhilc, the German
Federal Bank purchased dollars to moderate the
mark’s rise. Intervention in snake currencies and
in dollars was largely responsible for the $2.8
billion increase in German reserves during the
3 months, July--October.

On Sunday, October 17, the EC finance min-
isters and central bank governors meeting in
Frankfurt agreed on a realignment of parities
within the joint float to avoid a repetition of
the speculative pressures of previous months.
The German authorities announced a 2 per cent
revaluation of the mark, which, together with
the parity changes by Scandinavian members of
the EC monetary arrangement, resulted in a
parity adjustment of 2 per cent to 6 per cent
between the mark and other snake currencies.

After some initial hesitancy in the market,
the mark soon dropped to the bottom of the
realigned joint float, and, against the snake
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currencies. it began to trade below levels pre-
vailing before the realignment was announced.
By the end of October a substantial unwinding
of commercial leads and lags was under way.
The other central banks participating in the LC
monetary agreement quickly took advantage of
these reflows to buy marks in the market to
repay their indebtedness stemming from pre-
vious interventions. These official purchases of
marks also had the elfect of absorbing some of
the liquidity created in Germany as a result of
the huge currency inflows of preceding months.
To bring the pace of monetary expansion back
closer to the target levels for 1976 as a whole,
the Pederal Bank reinforced the process by
selling large wmounts of German Government
securities in the open market.

As a result, the mark did not case against
the dollar as it did against other snake currencies
but rose to around $0.4150. In general though,
trading was well balanced from the time of the
EC realignment to mid-November. Only infre-
quently did particularly large demands for marks
come into the market in a way that put pressure
on the mark during the New York trading day.
In particular. the mark became well bid on
October 19 and 26, in response to heavy shifts
out of sterling. and on November 22 following
publication of disappointing cconomic indica-
tors for the United States. On these occasions
of market unscttlement, the Federal Reserve
oflfered marks, selling a total of $22.9 million
equivalent from balances. At other times the
Trading Desk was able to purchase modest
amounts of marks for System balances mostly
from correspondents but also in the market when
trading was quict.

Over the rest of the year, however, the market
became increasingly sensitive 1o the relative
progress of the cconomic recoveries in Germany
and the United States. Reports of a steep rise
in German industrial output in October gave rise
to expectations that money market conditions
in the two countries would continue to diverge,
Ta the market, these expectations seemed to be
confirmed by the ' percentage point cut in
Federal Reserve discount rates on November 19
and a technical reduction in reserve require-
ments  announced on December 17, These

moves contrasted with the German Federal Bank
announcement of an 8 per cent target for the
growth of central bank money in 1977—a target
interpreted as restrictive in view of the much
more rapid growth of the preceding months. As
a result, interest differentials favorable to the
dollar were squeczed out by carly December.
At the same time, the possibility of a sizable
hike in oil prices at the upcoming OPEC talks
weighed on the dollar.

Thus, the mark was in demand throughout
December, and this demand intensified as Ger-
man banks sought to satisfy year-end nceds by
acquiring marks in the exchange market. Most
of this bidding for marks was concentrated dur-
ing the Europcan trading day and, to provide
resistance to a cumulative rise in the mark rate,
the Federal Bank bought substantial amounts of
dollars in Frankfurt. When these pressures
spilled over into the New York market, the
Federal Reserve followed up with sales of marks
on 4 days during December, for a total of $74.5
million cquivalent. Of this, $59.6 million
equivalent was financed from System balances
and $14.9 million equivalent was drawn under
the swap arrangement with the German Federal
Bank. Nevertheless, the mark had firmed to
$0.4249 by the end of the year, a rise of 3%
per cent since the snake realignment of October
17.

With the dollar declining, dealers had tended
lo ignore several recent reports pointing to a
pick-up in U.S§. economic activity~-a substan-
tial increase in November’s leading economic
indicators, a surge in durable goods orders, and
strong Christmas rctail sales. Instead, after the
passing of the year-cnd and particularly in the
light of the mark’s recent strength, market pro-
fessionals  began  building new  long-mark,
short-dollar positions on the expectation that
U.S. interest rates would go still lower and that
the U.S. trade deficit would worsen this year
while Germany's trade surplus would increasc.
Consequently, the mark extended its advance
against the dollar, rcaching $0.4274 in Europe
on January 4, fully 10% per cent above levels
in late July 1976. To avoid an ¢ven sharper rise,
the Federal Bank made sizable dollar purchases.
The Federal Reserve followed up by selling $7.3
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million cquivalent of marks out of balances
before the market turned around.

The shift in sentiment in favor of the dollar
followed wire service reports of a | per cent
fall in German industrial production in No-
vember. In addition, after the liquidity pressures
of the year-cnd had passed, German short-term
interest rates began to ease. Consequently, the
mark began to move back on some professional
covering. The decline soon gathered momentum
as U.S. interest rates cdged somewhat higher,
as the market reacted favorably to the incoming
Carter administration’s fiscal stimulus propos-
als, and as substantial amounts of funds flowed
out of marks back into sterling.

By late January the mark cased back 4 per
cent to $0.4101. In cushioning the mark’s de-
cline, the Federal Bank sold modest amounts
of dollars in Frankfurt while the Federal Reserve
bought $90.1 million equivalent to repay in full
its recent swap drawing and to replenish System
balances. On January 31, however, widespread
publicity about the disruptive economic eftects
of severc winter conditions in the United States
triggered a burst of demand for marks and other
Europecan currencies, and the Federal Reserve
sold $17.8 million cquivalent of marks from
balances to stabilize trading conditions. The
mark thus closed the period at $0.4157, some
7% per cent above levels in late July 1976.
Meanwhile, by the end of January 1977 German
reserves had fallen by $1.3 billion from the peak
at the end of October 1976 for a net rise of
$1.5 billion since July 1976.

STERLING

For some time the British economy has been
plagucd by one of the highest inflation rates in
Europe, disappointingly slow cconomic growth,
and a persistently large deficit in its balance of
payments. To address these underlying prob-
lems, during the spring of 1976 the authoritics
successfully sccured trade union agreement to
a sccond l-year phase of wage restraint in
exchange for some tax relief. For the longer
term, the government announced a shift in
priorities toward stimulating key industries and

away from broad social welfare programs, while
seeking to restrain both public and private con-
sumption to make room for export growth.

But the delicate balance upon which the gov-
ernment’s strategy for gradually achieving eco-
nomic stability rested was brought into question
last spring. Between March and early June, the
pound fell by more than 15 per cent to $1.7065
against the dollar and nearly 12 percentage
points to 41.9 per cent below the December
1971 Smithsonian agreement level on an eflec-
tive basis against the major currencics. This
drop left the market badly shaken.

Following announcement of a $5.3 billion
package of standby credits from the Group of
Ten countries plus Switzerland and the BIS, the
pound recovered some 4 per cent from its June
low to trade between $1.77 and $1.78. The
market nevertheless remained volatile, and the
British authorities continued 1o intervene at
times in sizable amounts. To replenish reserves,
the Bank of England drew late in June $1.03
billion on the standby facility, including $200
million under the Federal Reserve swap line and
$200 million from the U.S. Treasury's bix-
change Stabilization Fund.

During the summer the sterling market was
in better balance, with the spot rate still above
$1.77, until latent uneasiness about Britain’s
economic prospects resurfaced in late August.
The immediate catalyst for reassessment was the
highly publicized water shortage in Britain, re-
sulting from a record drought, which raised the
possibility of cutbacks in production and em-
ployment in several parts of the country. And
by then the evident pause in other industrial
economies had dimmed hopes that the United
Kingdom would be pulled out of recession by
rising export demand. At home the cconomy
was stagnant, unemployment was still increas-
ing, and the inflation rate was bepinning 10 edge
upward again, in large part because of spiraling
import costs. In addition, the market focused
increasingly on the size of Britain’s large public
sector deficit—even after the government’s an-
nouncement in July of planned cutbacks in gov-
ernment expenditures for the next fiscal year—
as well as on the potential threat of a ballooning
in the money sipply should the debt not be
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financed through sales of government bonds.
The aggregates already had increased rapidly in
July. and this was seen not only as a potential
source of inflation but also as an indication of
large-scale British financing of adverse leads
and lags against sterling.

[n the face of these various uncertaintics, the
pound came on ofler again in late August.
Market sentiment soured further over subse-
quent weeks on reports ol strikes and wage
demands beyond the bounds of the govern-
ment’s incomes policy, as well as in reaction
to official figures showing a reduction of 905
million pounds in forcign official holdings of
sterling balances in the second quarter. In re-
sponse, sizable commercial sclling (including
outflows to finance third-country tradce), several
large “*sell”” orders thought to have been from
the Middle East, and outright dealer positioning
against sterling weighed heavily on the pound.
At first, the Bank of England provided substan-
tial support to keep the pound around the $1.77
level. But when the selling pressure persisted,
the authoritics cut back on intervention to con-
serve official reserves. Instead, the Bank of
England hiked its minimum lending rate by 1%
pereentage points to 13 per cent, issued a call
for special deposits to drain bank liquidity, and
announced a new long-term government bond
issue yielding close to 15 per cent.

Nevertheless, heavy commercial and profes-
sional sclling continued, and by late September
the pound had been pushed down to nearly
$1.70. At that point the Labour Party’s annual
confetence provided a platform for sharp criti-
cism of the government’s planned public ¢x-
penditure cuts as well as for demands for import
controls to protect British jobs. Following
widespread press coverage of these disputes, the
pound came under further pressure and was
driven below $1.70. Once the rate moved
through this benchmark without mecting any
market resistance, the slide quickly gathered
momentum, and by September 28 the rate had
plunged to a low of $1.6320 before steadying
somewhat.

To “*buy time for the market to give a more
positive assessment of government economic
policy,”” Chancellor Healey announced on Sep-

tember 29 that Britain intended to apply for $3.9
billion in further credits from the IMFE to repay
borrowings under the June $5.3 billion standby
credit facility scheduled to expire December 9.
Also, 1o offset recent reserve losses, the British
authoritics again drew on the standby facility,
obtaining another $100 million cach from the
Federal Reserve and the U.S. Trcasury--
amounts that were in proportion to drawings on
other countries participating in that facility.
Shortly thereafter, the authorities moved further
to tighten liquidity and to drive up the cost of
financing short sterling positions. The Bank of
England raised the minimum lending rate an-
other 2 percentage points to an unprecedented
I5 per cent, called a second round of special
deposits to absorb more liquidity, and operated
forcefully in the market for short-dated swaps.

These policy initiatives drew favorable com-
ments both in the market and from foreign
government officials. [n addition, the resulting
squecze in the domestic and  Euro-sterling
money markets helped the pound to stecady at
around $1.65 during carly October. Never-
theless, sterling’s 7 per cent depreciation from
the $1.77 level left the market fearful that pres-
sure could re-emerge at any time. In addition,
a disagreecment within the Labour Party over the
degree of restrictivencess the government should
accept in negotiating terms and conditions of
the IMFE loan introduced another layer of uncer-
tainty into the market.

In this atmosphere, a London newspaper ar-
ticle—alleging that the IMF and the U.S.
Treasury had proposed that the pound be al-
lowed to depreciate to $1.50 as a precondition
for IMF credit—touched ofl’ widespread selling
of sterling as soon as markets opened on Mon-
day, October 25. Liven though the report was
firmly denicd by IMFE, U.S.. and British
officials, the pound dropped precipitously, de-
clining almost 5 per cent in carly trading. In
an attempt to restore order in the market, the
Bank of England intervened foreefully. But this
quick and unprecedented plunge in the rate left
the market thoroughly confused over the appro-
priate level for sterling and kept the pound
vulnerable to every rumor or press report about
the IMFEF loan conditions.
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Thus, when reports came over the news ser-
vices that the Labour Party National Executive
had voted to oppose further cuts in public
spending, the pound fell to a record low of
$1.5550 on thec morning of October 28. At this
level, the pound had sunk some 13 per cent
below the end-of-July levels and to 48.8 per
cent on a frade-weighted average basis. Mean-
while, during the 3 months to the end of Oc-
tober, reserves dropped over $600 million, even
after the $515 million of drawings on the June
standby facility and the receipt of more than
$500 million in public sector borrowings
abroad.

By early November, however, the pound had
bounced back above $1.60, following the first
reports that negotiations might be under way
with Germany, Japan, and the United States for
major new credits to deal with the problems of
official sterling balances. The pound then ad-
vanced to the $1.65 level by midmonth in a
turnaround that was triggered in part by new
moves by the government to curb outflows and
credit expansion. In particular, on November
19, the authorities sealed off a gap in exchange-
control regulations, through which sizable
amounts of funds had flowed out during the
summer, by restricting the use of the pound in
financing third-country trade—a measure c¢x-
pected to generate a substantial reflow over the
subsequent 6 months. In addition, the Bank of
England reintroduced the supplementary deposit
scheme—the so-called ‘‘corset’” regulation—
whereby banks place with the central bank a
rising proportion of the increase in interest-
bearing deposit liabilities above specified levels.

The pound’s turnaround in November also
reflected growing market cxpectations that the
government was rcaching an accommodation
over the terms of a new IMF package, even
if that were to involve severe fiscal restraints,
As the market awaited the announcement of new
budgetary measures, these expectations solidi-
fied and sterling advanced to $1.6857 by De-
cember 15, while the Bank of England bought
dollars in the market to moderate the rise. In
the budget message that day, the Chancellor
announced cuts in public spending over the next
two fiscal years, an increase in indirect taxation,

and the sale of part of the British government’s
holdings in British Petrolcum—mecasures ex-
pected to reduce the public scctor borrowing
requirement as a share of gross domestic product
from 9 to 6 per cent for the 1977-78 fiscal year.

The Chancellor also revealed targets for do-
mestic credit expansion over the next 3 years
that would meet IMF conditions for keeping a
tight rein on monetary cxpansion. In addition,
to prefinance IMF drawings, he announced
standby swap facilities of $350 million with
Germany and of $500 million with the United
States (of which the Federal Reserve and the
Exchange Stabilization Fund would each pro-
vide $250 million). Finally, he indicated that
there was a general desire among the major
countries to achieve a satisfactory arrangement
for the sterling balances.

After some initial hesitancy in the market,
the pound was buoyed by an cxtreme shortage
of funds in the London money market that was
only partially alleviated by the Bank of England.
As settlements for the growing sales of British
Government gilt-edged securities drained liquid-
ity from the banking system just before the
year-end, the banks bid for balances in the
exchanges. In addition, some fairly sizable
commercial orders came into the market, also
for year-end purposes or for covering open
positions taken up carlier in the year. Accord-
ingly, the rise in the pound gradually accelerated
during December, and the rate reached $1.7080
by the month-end, some 10 per cent above its
late-October low. Meanwhile, the Bank of
England repaid, upon maturity, its drawings of
$300 million each on the Federal Reserve and
the Exchange Stabilization Fund as part of its
total $1,545 million repayment of outstanding
credits on the standby facility. Partly as a result,
British reserves fell to $4.1 billion by the year-
end, their lowest level in 6 years,

In early January, announcement of the IMF’s
official approval of the $3.9 billion loan to
Britain further reassured the market. Moreover,
following discussions in Paris and Basle, the
central banks of the major industrial countries
reached agreement on a plan to deal with the
sterling balances. Under this plan, 1! countries
(the United States, Germany, Japan, Switzer-



land, Belgium, the Netherlands, Canada, Aus-
tria, Sweden, Norway, and Denmark) would
provide up to $3 billion to the BIS 10 back up
British drawings for linancing net reductions in
official sterling holdings below December 1976
levels. Of this, the Federal Reserve and the U.S.
Treasury would provide $1 billion. For their
part, the British authorities would offer me-
dium-term, foreign-currency-denominated  se-
curities to official holders to fund part of the
total sterling balances and to achieve an orderly
reduction in the reserve currency role of the
pound. The Managing Director of the IMF was
also requested to assist in the implementation
of the agreement.

Announcement of these agreements carly in
January triggered a sharp jump in the sterling
rate 1o as high as $1.7350, before it subse-
quently leveled ofl at about $1.7150. Then, the
long process of reversing previously adverse
commercial leads and lags and of unwinding
sterling credits used in third-country trade fi-
nancing generated a steady demand lor sterling.
At the same time, British interest rates moved
progressively lower, as reflected in the six cuts
in the Bank of England’s minimum lending rate
from the 1S per cent level of mid-November
to 12% per cent on January 28. In addition,
the central bank scaled back its carlier calls for
special deposits. Under these circumstances,
prospects of capital gains spurred some flows
of foreign funds into British sccurities.

Late in the month the authorities announced
a $1.5 billion Euro-doltar loan with a syndicate
of BEuropcan and North American commercial
banks., which gave a further boost to the pound.
As a result, spot sterling traded firmly during
January while the Bank of England took the
opportunity to buy dollars in the market and to
rebuild its official reserve position. At $1.7149
by month-end the pound was up 10%2 per cent
from its October low and was only 4 per cent
below latc-July 1976 levels. On a trade-
weighted average basis, sterling’s depreciation
since the 1971 Smithsonian agreement had nar-
rowed 6 percentage points from the record low
reached in October 1o 42.8 per cent, compared
with 38.8 per cent at the end of July 1976,
Meanwhile, the Bank of England’s large-scale
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purchases of dollars in January had, along with
the initial takedown on Britain’s IMF standby,
contributed 1o a $3.1 billion increase in reserves
for the month. As a result, Britain’s foreign
exchange reserves stood at $7.2 billion on Jan-
uary 31, $1.8 billion more than 6 months be-
fore.

SWISS FRANC

During the first half of 1976, the Swiss franc
was propelled progressively higher against all
major currencics. Switzerland’s inflation rate
declined 1o about 3% per cent, the lowest among
the industrial countries, while an unprecedented
trade surplus swelled the Swiss current-account
surplus to nearly 10 per cent of GNP. Moreover,
large amounts of funds were drawn into francs
as market participants sought protection against
the severe uncertainties plaguing many other
European currencies at the time. At home,
however, the Swiss economy was stagnant, with
over-all economic activity only a little higher
than at the trough of the 1975 recession. While
the appreciation of the franc helped to reduce
import costs significantly, it also led to a deteri-
oration of profitability in Switzerland’s export
industries and in turn exerted a drag on invest-
ment.

Consequently, the Swiss authoritics moved to
limit the franc’s rise in the exchanges. They
intervened to buy large amounts of dollars, both
in Zurich and through the Federal Rescrve Bank
of New York, offsetting enough of these pur-
chases with sales to foreign borrowers, who
were required to convert the proceeds of their
borrowings in Switzerland with the central
bank, to avoid jeopardizing the monetary target
for the year. In addition, the Swiss authorities
imposed additional exchange controls, restrict-
ing the importation of large foreign bank notes
in April and adopting quotas in June to curtail
forward sales of Swiss currency to nonresidents
while entering into a gentleman’s agreement
whereby Swiss banks would refrain from ac-
cepting franc deposits abroad. Morcover, the
Swiss National Bank reduced its discount and
Lombard rates to the lowest levels in 10 years
to bring down domestic interest rates, and it
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indicated a willingness to continue to provide
temporary liquidity through dollar swaps with
the commercial banks to maintain a comfortable
money market.

By late July these various measures had
begun to take effect. The Swiss franc cased back
5% per cent from its peak levels of carly
June to $0.3981, while slipping some 5% per
cent lower against the German mark. In contrast
to previous periods of turbulence in the ex-
changes, trading in Swiss {rancs remained rela-
tively quiet as renewed tensions built up in the
EC snake during August. Now that interest rates
in Switzerland were well below those clsewhere
in Europe and were expected to decline further
as the Swiss authoritics pursued their accom-
modative monetary policy, funds flowed in-
creasingly back out of francs into marks.

In addition, a move into deficit in the trade
accounts during the summer led some market
participants to question whether Switzerland
would continue to show the unusually strong
trade performance of recent months. As a result,
the franc gradually dropped back against the
mark throughout the fall, declining by some 4
per cent between the end of July and late No-
vember. Against the dollar, however, the franc
was pulled up by the rise of the mark to trade
around $0.4100 through late November with the
National Bank intervening frequently to moder-
ate daily movements in the rate.

By late 1976 the Swiss cconomy was still
failing to show any signs of cxpansion. The
continued softness in domestic demand  was
reflected in a further reduction in inflation to
just | per cent at an annual rate, its lowest since
the mid-196(’s. The current account remained
in large surplus, totaling some $3.5 billion for
the ycar as a whole. In the absence of any
upward pressures on domestic prices and with
growth in the monetary base lagging, the Swiss
authorities stepped up their efforts to provide
liquidity to the banking system. While continu-
ing to accommodate the banks’ temporary needs
with large amounts of dollar swaps, the National
Bank announced that it was prepared to inject
substantial Swiss francs on a permancnt basis
through dollar purchases in the e¢xchange mar-
kets. Over November—December, these outright

purchases amounted to nearly $2 billion, well
in c¢xcess of the dollar sales under the capital
cxport conversion program.

As a result, the Swiss franc continued to drop
back further against the German mark and other
Furopean currencies while trading narrowly
against the dollar. Then in January 1977, with
cconomic stagnation in Switzerland contrasting
sharply with the improved outlook emerging in
the United States, the franc eased back in the
generalized decline of European currencies
against the dollar to end the period at $0.3990.
At this level, from the record highs of June
1976, the franc had declined by a net 5 per cent
against the dollar and fully 11% per cent against
the mark.

In October the Federal Reserve and the U.S.
Treasury reached agreement with the Swiss Na-
tional Bank on an orderly procedurc to repay
over 3 years the Swiss franc indebtedness re-
maining from August 1971. This included
$1,147.2 million equivalent of drawings under
the Federal Reserve swap line, as well as the
$1,599.3 million equivalent of U.S. Treasury
Swiss franc-denominated notes. In this connec-
tion the Federal Reserve's drawings on the
original swap agreement with the National Bank
were tepaid on October 29, using Swiss francs
drawn under a newly established special swap
facility, which, in turn, will be reduced as the
swap is repaid over the 3-ycar period.

The System then began to liquidate its obli-
gations in accordance with the new arrange-
ment, primarily using francs purchased directly
from the Swiss National Bank against dollars
and other foreign currencies. By the end of the
period the Federal Reserve had repaid $154.6
million equivalent, leaving $992.5 million out-
standing as of January 31, 1977. During this
same period the U.S. Treasury purchased suffi-
cient francs directly from the Swiss National
Bank to repay $86.1 million equivalent of
franc-denominated sccurities, leaving $1,513.1
million equivalent outstanding as of January 31,

FRENCH FRANC

Last year the French authorities faced particu-
larly difficult policy choices. Although domestic



demand had recovered briskly from the reces-
sion of 197475, this pick-up led 0 a greater
rise in imports than in cexports and a sharp
widening of the current-account deficit. At the
same time, domestic inflation continued to hover
at arate of ncarly 1) per cent per annum, almost
double that of countrics such as Germany and
the United States. Early in the year the france
came under heavy selling pressure within the
EC arrangement on the expectation that sooner
or later it would have to be adjusted downward
within the LC snake or otherwise depreciated
against the currencies of countries that had
lower rates of inflation. In mid-March, when
the governments participating in the arrange-
ment failed to agree on a realignment of parities.
the French authorities decided to allow the franc
to float independently. Although the (ranc rate
initially dropped by some 5% per cent, it sub-
sequently settled at about 2 per cent below its
previous EC parity and traded around $0.2125
against the dollar through carly sumimer.

During the summer, however, France was hit
by a severe drought. which threatened to push
up food prices. cut agricultural exports. and
increase oil imports to compensate for lost hy-
droclectric power. By that time also. the do-
mestic cconomic expansion had slowed and,
with rates of unemployment and inflation re-
maining uncomfortably high, the debate over
cconomic policy choices in France had heated
up considerably. Consequently. market concern
over the outlook for the franc resurfaced, and
in late Juty and carly August the franc came
under renewed selling pressure.

Although the authorities countered by sharply
raising interest rates, the franc slipped back 1o
a 2%-year low of $O.1986 by August 13, while
casing a further 8 per cent against the RC snake
currencies. The spot rate then steadied after the
government indicated it was working on a new
cconomic stabilization program. Lollowing a
cabinet reshuflle in late August the new Prime
Minister. Raymond Barre, stressed his intention
to give priority to curbing inflation and defend-
ing the franc. Consequently, trading quicted
down and the rate rose to around $0.2030
through mid-September as the market awaited
the new program.
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On September 22 Prime Minister Barre an-
nounced a wide-ranging set of measures de-
signed 1o balance the budget, to reduce the
French inflation rate, and to restore cquilibrium
to the balance of payments. These measures
included increases in income taxes to offsel
proposed reductions in value-added taxes and
to finance aid to drought-stricken farmers.
Morcover, to curb the cost of inflation, the
government imposed a 3-month price freeze on
most goods other than oil and called upon trade
unions to keep 1977 wage increases within the
anticipated rise of retail prices. At the same time
the monctary authorities lowered ceilings and
reactivated reserve requirements on bank lend-
ing in order to achieve a 12.5 per cent monetary
growth target during the next year. Finally, to
discourage further adverse shifts in commercial
leads and lags while these longer-terin measures
were taking hold, the Bank of I'rance hiked its
discount rate a further | percentage point to 10%
per cent and imposed a modest tightening in
foreign exchange controls,

The market’s initial response was cautious,
in part because of the potentially controversial
nature of the tax increase and the call for wage
restraint. and the frane was marked down
somewhat. Over subscquent weeks, as strains
emerged within France’s ruling coalition of
parties, the market atmosphere became more
uncertain. In addition, talk of another large
OPLEC oil price increase in December raised
concern that such a move would undercut
France’s domestic anti-inflationary  cflort and
widen the trade deficit further. As a result, the
franc came on offer during the late fall and carly
winter, with pressure particularly strong at times
of tension within the EC snake or pressures on
sterling. The franc  held  generally  above
$0.2000 vis-a-vis the dollar but declined. in
parallel with the dotlar, a {urther 6 per cent from
mid-August against the mark and other EC
snake currencies. To avert a steeper decline, the
Bank of France kept a tight rein on domestic
monetary conditions. thereby encouraging in-
flows of interest-sensitive funds by both nonres-
idents and French companies.

Late in the year signs of an improvement
began to appear in the French economic out-
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look. The trade deficit narrowed significantly in
responsc to a sharp decline in French imports.
The OPEC oil price increase was not so large
as feared. Moreover, the domestic price frecze
clearly was containing the rise in price indexes.
Although market sentiment toward the franc
remained cautious, the closing-out of positions
taken carlier in the year and a reversal of pre-
viously adversc commmercial leads and lags
contributed to a 1 per cent risc in the franc rate
before the ycar-end.

In early 1977 the market atmosphere im-
proved cven further. Several of the strikes that
had been thrcatened in response to the anti-
inflationary measures failed to materialize. The
release of retail price figures showing a slow-
down in the inflation rate in December for the
third consecutive month confirmed to the market
that the government’s price and wage restraints,
resting hecavily on voluntary compliance, were
proving more eftective than many traders had
expected. Morcover, although interest rates in
France cased somewhat, they did not decline
so much as in other financial centers, and the
Bank of France did not join several other Euro-
pean central banks in lowering its official lend-
ing rate. Thus, the franc remained relatively
firm throughout January, holding at $0.2012
against the dollar by the month-end, while re-
covering some 2 to 3 per cent against the Ger-
man mark and other continental currencies. The
Bank of France was therefore able to add to
rescrves, with the result that official exchange
holdings rosc a net $264 million during the
August 1976-January 1977 period.

ITALIAN LIRA

The Italian lira was under severe pressure from
the beginning of 1976, dropping as much as 26
per cent through early spring in response to
deep-rooted cconomic and political strains in
[taly. Recovery of the domestic cconomy,
though still tentative, stimulated a rapid re-
building of inventorics, which, together with the
risc in raw materials prices, swelled Italy’s
import bill and turned the trade account into
deep deficit. In the political impasse that devel-

oped, moreover, fiscal policy remained expan-
sionary, threatening to blunt the cifectiveness
of the restrictive monetary mcasures adopted
during the spring to support the lira. To halt
the slide of the rate in carly May, the authoritics
therefore resorted to a set of tough foreign-
cxchange restrictions. The most important was
a temporary 50 per cent deposit requirement on
the lira countervalue of virtually all foreign
currency purchases by Italian residents, which
mopped up some $5 billion equivalent of do-
mestic liquidity over the next 3 months and
stimulated sizable capital inflows. Meanwhile,
as cfforts to reach a political compromise to deal
with Italy’s economic and social problems
cvaporated, new clections were set for late June.

The outcome of those elections, a narrow but
clear-cut plurality for the Christian Democratic
Party over the Communist Party, gave an im-
mediate boost to market sentiment. Delicate
political compromises had to be struck, how-
ever, and several weeks passed before a minor-
ity government under Prime Minister Andreotti
was formed and confirmed by the Parliament.
Meanwhile, until broader policy measures could
be taken, the authorities maintained a squeeze
on domestic liquidity by cxtending the import
deposit requirement for a further 3 months. This
squeeze continued to draw funds in from
abroad, which, coupled with scasonally high
tourist receipts and reversals of pre-election
outflows, kept the lira firm around $0.001197
(835 lire). The Bank of Italy took advantage
of the lira’s buoyancy to absorb large amounts
of dollars in the market. Using these acquisi-
tions, that Bank not only repaid cxternal indebt-
edness—including in late July the full $500
million drawn under the swap line with the
Federal Reserve carlicr in the year-— but was
able to add substantially to reserves. Although
the pace of reflows began to slow late in August,
the Bank of Italy was still able to repay $500
million of its $2 billion gold collateral loan with
the German Federal Bank. while cxtending the
arrangement itself for another 2 years.

By mid-September the Andreotti government
had begun to negotiate the components of a
stabilization program with various political fac-
tions. By that time, however, Italy’s inflation
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rate was accelerating again, in part reflecting
a surge in import costs. In response, the trade
unions maintained their resistance to the gov-
crnment’s cflforts 1o slow wage increases by
modifying or climinating the cost-of-living in-
dexation system. Meanwhile, the scheduled ex-
piration of the import deposit requirement in
November was approaching. The market was
concerned that, as these deposits ran off, new
liquidity would be injected into the money mar-
ket at a time when the Italian Treasury was still
borrowing heavily from the Bank of ltaly to
finance the public sector delicit. Also, with the
tourist scason over, many market participants
were again expecting a deterioration of ltaly’s
current account.

In this uncertain atmosphere a gradual build-
up of comuerctal selling by ltalian oil compa-
nies and other firms pushed the lira progres-
sively lower in late September. In response, the
Bank ol laly supported the lira in the market
and the government arranged to phase out the
import deposit requirement gradually over 6
months from November. In addition, the au-
thorities imposed a Y2 per cent levy on com-
mercial bank deposits to reduce liquidity by 550
billion lire. Nevertheless, as speculative pres-
sure in other Luropcan markets broadencd to
envelop the lira. the spot rate fell off to a low
of $0.001146 (873 lire), down 4% per cent from
late July.

To cheek this pressure on the lira while the
government completed negotiating its package
of cconomic stabilization measures, the author-
itics imposed a temporary 10 per cent tax,
effective October 1--15. on most resident foreign
currency purchases to supplement the import
deposit requirement still in force, In addition,
they hiked the discount rate a Tull 3 percentage
points to 15 per cent and raised cash financing
requirements on exports  invoiced in foreign
currencies from 30 per cent to 50 per cent. In
response. the spot rate was immediately marked
up by as much as 4 per cent to trade at
$0.001 190 (840 lire).

On October 13 the government announced its
proposals for increased taxes and sizable public
spending cuts for 1977, In addition, regulated
prices for gasoline and for many public services

were increased,  while  cost-of -living-linked
wage increases for certain high income groups
were ordered to be invested in government se-
curitics. The market response was  hesitant,
however, as the limited change in wage indexa-
tion was interpreted as underscoring the gov-
ernment’s  difliculty in resolving this highly
charged political issue. Thus, sentiment toward
the lira remained bearish, and the authoritics
again found it necessary to tighten exchange
controls in an effort to avoid an outburst of
speculative selling when the special foreign ex-
change tax terminated on October 15. Ceilings
on ltalian banks™ spot and forward positions
were cut. Moreover, in a sweeping restriction,
the authoritics prohibited until further notice
nearly all nonresident drawings on cexisting
credit lines with [talian commercial banks. In
addition, in order to bring credit growth back
within the limits agreed with the EC, a ceiling
on the growth of loans was reintroduced on
October 15, Liven after these measures were
imposed. however, the removal of the foreign
currency tax released a flood of pent-up foreign
currency demand that drove the lira back down
10 $0.001 147 (872 lire). To cushion the decline
in the rate, the Bank of ltaly again had to
intervene heavily. Consequently, in a matter of
days the authorities reimposed the tax on
forcign-exchange transactions—this time at 7
per cent for 4 months beginning in October-——to
bridge the period until the new economic meas-
ures could begin to improve the balance of
payments.

As a result of all the restrictions then in foree,
the lira again came into demand. To avoid
incurring the deposit and tax requirements on
spot purchases of foreign exchange, Italian im-
porters sought additional short-term trade credits
abroad. At the same time, high domestic interest
rates forced Italian commercial banks and other
market participants to shift an increasing amount
of their borrowing into the Huro-dollar market.
Moreover, the risk of scvere penalties on
breaching nonresident credit limits  prompted
foreign banks o build up working balances in
lire. In addition, the lira also benefited from a
return flow of funds, placed illegally abroad
carlier in the year, alter the authorities extended
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their amnesty program to cncourage further re-
patriations. On the strength of these various
inflows of funds, the lira remained in demand
through mid-December, fluctuating narrowly
around $0.001156 (865 lire). The Bank of ltaly
took the opportunity to buy sizable amounts of
dollars virtually every day, thereby rebuilding
official reserves by some $1.4 billion during
October and November. Early in December the
Bank of Italy repaid the $486 million portion
of the EC credit provided by Britain, while
borrowing an additional $236 million on its gold
collateral loans with the German Federal Bank.
By late in the yecar the Iltalian balance of
payments was beginning to show signs of im-
provement as some of the restrictive mcasures
adopted in October began to take effect. With
the public-sector deficit under more eflective
control, the government forecast a reduction in
the Treasury’s borrowing requirement for 1977.
In addition, the authoritics took the opportunity
to reduce compulsory commercial bank invest-
ments in public sector securities, while at the
same time the central bank was able for the first
time since 1975 to sell Treasury bills in the open
market to absorb commercial bank frec reserves.
In this improved atmosphere the government
/as in the position late in December to an-
nounce its decision to cut the currency tax in
half, effective December 27, and to reduce the
remaining levy in  successive  Y2-percent-
age-point cuts, phasing it out cntirely by Febru-
ary 21, 1977. Initially, the lira was marked
down, as Italian firms-—especially oil compa-
nies—came into the market to satisfy postponed
foreign currency needs. By December 28 the
lira had slipped over | per cent to $0.001143
(875 lire), even as the Bank of Italy intervened
to moderate the decline. With market partici-
pants still delaying their foreign currency pur-
chases in anticipation of further relaxation of
the restrictions, however, the lira steadied after
that burst of selling pressure had passed. In
January the continuing domestic money squeeze
stimulated further inflows from the Euro-cur-
rency market, which oftset much of the demand
for cutrencies that emerged as both the foreign
currency tax and the import deposit requirement
were progressively reduced. Thus, the lira cased

only a further % per cent to $0.001134 (882
lire) by the month-end, a net decline of 5% per
cent for the 6 months since July 1976.

NETHERLANDS GUILDER

During 1976 the Dutch guilder was caught up
in wide swings in market sentiment. In the
speculative atmosphere that emerged in Euro-
pean currency markets carly in the year, the
guilder was bid up on the expectation that it
would be revalued along with the German mark.
Following a showdown over EC paritics in
March, however, the guilder came suddenly on
offer when the market learned that the Dutch
authorities were unwilling to revaluc. Subse-
quently, the market grew increasingly bearish
toward the guilder. To be sure, the economy
was moving gradually into recovery, and the
current account continued in substantial surplus.
But the rise of domestic prices was still more
rapid than in Germany, and the market ques-
tioned the prospects for any reduction of infla-
tionary pressures. Thus, the guilder fell to near
the bottom of the snake, where the central bank
intervened heavily by selling dollars until a
tightening of conditions in the Amsterdam
money market helped bring the guilder market
into better balance in early summer. Mcanwhile,
the guilder had joined in the general decline
against the dollar 1o trade around $0.3675 by
the end of July.

In ecarly August, when speculation re-
emerged over a possible parity realignment
within the EC snake, funds were shifted into
marks. and the guilder came under attack once
again, dropping to the bottom of the EC band
where heavy intervention by the Netherlands
Bank was required. To demonstratc a determi-
nation to maintain the guilder within the EC
snake at prevailing ratcs, the authorities brought
about an intense squeeze in the money market
by successively raising the discount rate to 7
per cent by August 20 and by imposing increas-
ingly stiff penaltics on commercial banks’ bor-
rowings in cxcess of their quotas at the central
bank.

By latc August the combined cllect of the



heavy central bank intervention, the penal in-
terest rates. and resident demand for balances
to meet tax payments had sent overnight money
rates in Amsterdam soaring to unprecedented
levels. Dealers, faced with sharply increased
costs of financing short guilder positions, rushed
for cover. Dutch commercial banks liquidated
some of their short-term foreign assets 10 meet
liquidity needs. while adverse commercial leads
and lags dating back to the spring were reversed.
As a result, the guilder snapped sharply higher
in late August and then kept pace with the
mark’s rise against the dollar except for a tem-
porary sctback just prior to the October 3 Ger-
man elections. ‘The Netherlands Bank  was
therefore able to purchase sufficient German
marks in September and carly October to repay
the remaining indebtedness resulting from its
previous intervention.

In the October 17 realignment of snake pari-
tics, the mark was adjusted upward by 2 per
cent against the guilder. As a substantial reflux
of funds and unwinding of adverse leads and
lags developed within the arrangement.  the
guilder remained in demand. In this atmosphere
the Netherlunds Bank moved progressively to
case domestic hquidity. It continued its pur-
chases of German marks and dollars in the
exchanges. reduced penalty rates on commercial
bank horrowings from the central bank, entered
into swaps against dollars before the year-end,
and lowered the oflicial discount rate in two
steps to 5 per cent January 7. In December the
Dutch capital market, closed since the previous
May, was reopened lor selected foreign issues.

These various measures helped to keep the
guilder just below the upper limit of the snake,
where it followed the rising trend of the mark
through the fall and carly winter. On January
4, the spot guilder reached an 18-month high
of $0.4102. Thereafter, as U.S. interest rates
firmed and sentiment toward the dollar im-
proved, the guilder settled back to $0.3965 at
the month-end. for a netrise of 7 per cent since
the end of July 1976, In the mcantime the
sizable central bank purchases of marks and
dollars since August 1976 had contributed to
a substantial increase in oflicial exchange re-
serves 0 that in the year from January 1976
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external holdings declined only marginally on
balance.

BEIL.GIAN FRANC

During the various episodes of exchange-market
turbulence in carly 1976. the Belgian franc was
vulnerable to selling pressures, partly on market
concern over Belgium’s relatively high rate of
inflation. Whenever tensions flared up in the
exchanges, the Belgian authorities vigorously
defended the franc by raising short-term interest
rates and squeezing domestic liquidity. At the
same time, even though the economic recovery
was slower than in most other countries, they
took other anti-inflationary measures. The mar-
ket expected only slow progress toward price
stability, however. in view of Belgium’s system
of indexing wage increases to the risc in prices,
and this concern became even stronger when
the serious drought last summer threatened to
push domestic food prices up sharply.

Under these circumstances, when strains on
the LiC band resurfaced in late July and carly
August. adverse shifts in leads and lags put
renewed pressure on the Belgian franc at the
snake's lower limit. Therefore, the National
Bank of Belgium was obliged to intervene in
large amounts. along with the other participating
central banks. But the generalized flow into
marks was great enough to pull the franc up
against the dollar. to $0.025750 by mid-August.

Mcanwhile, the Belgian authorities publicly
reaffirmed  their commitment to  defend the
franc’s existing EC parity, expressing the view
that a devaluation of the franc within the snake
would have serious inflationary conscquences
while complicating the tasks of promoting cco-
nomic recovery and reducing uncmployment.
Morcover, the authorities reimposed a severe
credit squeeze, hiking the official discount rate
in two steps to 9 per cent, raising interest rates
on other official advances and short-term Treas-
ury certificates even more, and cutting back on
commercial bank credit limits with the central
bank.

As Belgian liquidity tightened carly in Sep-
tember, dealers began to cover some of their
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now expensive short positions, and pressure
against the Belgian {ranc subsided. After mid-
September the commercial franc moved away
from the snake’s floor and, apart from a brief
speculative outburst before the German clec-
tions, the franc required only limited additional
support against the mark through mid-October.
In fact, on a few days, the franc firmed suffi-
ciently within the joint float to enable the Na-
tional Bank to buy small amounts of marks in
the market 10 begin repaying the mark debt it
had accumulated from carlicr interventions.

Nevertheless, disparitics in economic per-
formance between Belgium and Germany con-
tinued to raise expectations of an cventual re-
alignment between the currencies of the two
countrics. Thus, the market’s initial reaction to
the announcement on October 17 that the Bel-
gian franc’s snake parity--like the guilder’s-—
would not be independently lowered in the re-
alignment of the snake was one of disappoint-
ment, and the franc was marked down sharply
the next day at the opening in Europe. But
almost immediately thereafter the franc began
moving back up against the dollar and within
the snake, as market professionals came to the
view that no further realignment could be ex-
pected in the near term.

Then, as short positions and adverse com-
mercial leads and lags built up since mid-July
were progressively reversed, the franc joined the
other EC currencices in a steady advance against
the dollar that continued through the year-end.
By early January 1977 the franc rate had firmed
to $0.028000, 9% per cent above midsummer
levels. During this period the National Bank
occasionally purchascd dollars to moderate the
rise. At the same time, with the franc holding
firm within the EC snake, the National Bank
bought sizable amounts of German marks in the
market, initially to repay the remaining mark
debt and later to build up dollar reserves by
converting mark purchases at the German Fed-
cral Bank.

As a result, Belgian reserves increased from
the end of October 1o the end of December by
about $700 million—-cnough to offset losses
during the preceding 3 months. Mcanwhile, the
substantial injections of Belgian franc liquidity

arising from the central bank’s purchases of
dollars and marks helped to ease strains in the
Belgian money market, and the authorities fol-
lowed up by lowering official lending rates on
various advances and loans in line with the
easing in market rates of interest.

By January official figures showed that Bel-
gium’s current account had moved roughly into
balance and that Belgium’s inflation rate was
moderating once again. Domestic economic ac-
tivity remained slack, however, and the unem-
ployment rate, seasonally adjusted, had risen to
nearly 6.2 per cent of the labor force. Under
these circumstances and with the franc remain-
ing steady within the EC snake, the Belgian
authorities followed other European central
banks in cutting domestic interest rates further.
The National Bank reduced its discount rate for
the first time since August to 8 per cent, lowered
a variety of other official lending rates by as
much as 2 percentage points, and raised com-
mercial banks’ rediscount quotas to increase the
availability of credit. During the remainder of
January, the commercial franc eased back along
with the mark against the dollar to $0.027040
by the month-end, a net rise of 6 per cent in
the 6 months from the end of July 1976.

During the period under review, the Federal
Reserve completed its program of regular pur-
chases of Belgian francs to repay swap debt
outstanding since August 1971, acquiring suffi-
cient francs from correspondents and in the spot
and forward markets to liquidate the remaining
$82.4 million of drawings by November 12.

JAPANESE YEN

Following the economic dislocations of previous
years—inflation, payments deficit, and reces-
sion—the Japanese authorities were seeking to
revive the domestic economy through fiscal
stimulus and accommodative monetary policy
without rekindling domestic inflation. When
early in the year, however, the United States
and other industrial countries experienced a
sharp expansion of demand, particularly in re-
building inventories, Japanese exports surged
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without an immediate rise in imports and
Japan’s trade and current accounts moved into
substantial surplus. This development generated
more  positive expectations  toward the yen,
which, combined with favorable interest arbi-
trage incentives, led to substantial capital in-
flows to Japan,

Consequently, in the early months of 1976
the yen rebounded by some 2 per cent from its
lows of late 1975, Although the market came
into better balance over the late spring, the
possible persistence of a large trade surplus for
Japan became a matter of official concern abroad
and was one of the subjects discussed at the
cconomic summit meeting among major nations
in Puerto Rico in late June. Morcover, the
Japanese press carried reports that, in the eco-
nomic policy debate emerging in Japan, some
lcaders expressed a readiness to aceept a gradual
rise in the yen o contain domestic inflation,

As the market reacted to reports of these
policy discussions, the yen came into heavy
demand from late June through August. Foreign
importers of Japanese goods advanced their yen
purchases in the spot and Torward markets to
cover future needs. nonresident investors shifted
funds into Japanese securities, and market pro-
fessionals both in “Tokyo and abroad shifted into
long or longer yen positions. The spot rate
reached a high of $0.003504 (285.4 yen) by
September 9, some 5% per cent above midyear
[evels. To maintain an orderly market, the Bank
of Japan bought moderate amounts of dollars
in August and September before the yen cased
back somewhat late in September.

In carly October, however, the balance of
market sentiment shifted back against the yen.
Talk of a sizable OPEC oil price rise in De-
cember had become o major coneern in view
of Japan’s dependence on oil imports for the
bulk of its cnergy needs. With the approach of
the national c¢lection in Japan in carly De-
cember, political uncertainties also weighed on
market psychology toward the yen. Morcover,
the cconomic pause in the United States and
Furope during the summer had been reflected
in a deceleration of Japanese export growth,
which, coupled with a delayed rise in imports
to rebuild stocks run down carlier in the year,

had led to a narrowing of the trade and current-
account surplus. Since the Japancse economy
was also sluggish, the market came to expect
that nterest rates in Japan might cventually
decline, and market rates softened somewhat
even as the Bank of Japan kept its discount rate
unchanged.

In this atmosphere, the yen came increasingly
on offer in the exchange market during October
and November, as professional traders shifted
out of yen and into dollars while previously
favorable leads and lags were unwound. Sclling
pressures increased on the days before and after
the December 5 clection, in which the ruling
Liberal Democratic Party almost lost its absolute
majority in the lower house of the Diet. By
December the ven rate slipped to as low as
$0.003359 (297.7 yen), some 4% per cent
below its September high, with the Bank of
Japan by then intervening [oreefully to maintain
orderly market conditions.

Over the next few days. however, the market
atmosphere unproved markedly. The smooth
transition of authority to a new government
under Prime Minister Fukuda had a reassuring
cffect, particularly as the new administration in
Japan rcasserted the policy of cautious stimulus
to the cconomy. In addition, the outcome of
the OPEC meeting in midmonth with a smaller-
than-expected increase in OPEC oil prices also
came as a relief to the market. Consequently,
the yen turned upward once again, bolstered by
scasonal conversions of export receipts.

By carly 1977, figures had been released
showing an over-all Japanese trade surplus of
$10 billion for 1976 and a current-account sur-
plus of about $3% billion, or ncarly | per cent
of GNP. Moreover, the revival of demand in
the United States and elsewhere was reportedly
again generating a rise in Japanese exports that
outpaced import growth. Amid rencwed cx-
pression of concern over the size of Japan’s
trade and current-account surplus, funds again
began to flow heavily into Japan. The yen thus
continued to advance through most of January,
reaching a high at the month-end of $0.003469
(288.3 yen), some 3% per cent above the carly
December low, with only modest intervention
by the Bank of Japan.
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CANADIAN DOLLAR

By midsummer 1976 the Canadian authorities
had made signilicant progress in reducing infla-
tion from the levels of 1974-75, partly as a
result of a broad anti-inflationary program that
included price and wage restraints as well as
a restrictive monetary policy. At the same time,
however, the pace ol expansion of the domestic
cconomy was sluggish, unemployment was still
high, and Canada’s current account remained
in sizable deficit.

During the first half of 1976, this deficit had
been more than offset by Canadian borrowings
abroad, amounting to some $4.5 billion. Thus,
while the market remained hesitant about the
longer-term prospects. the conversions of these
borrowings had pushed the Canadian dollar rate
up strongly in the cxchanges. The broader in-
terest in the Canadian dollar that these borrow-
ings had generated, together with the impressive
risc in the rate, had attracted sizable professional
position-taking that left the currency more ex-
posed to volatile swings in market sentiment,
When the pace of new borrowings and conver-
sions slowed during midsummer, the Canadian
dollar dropped about 3 per cent from its June
highs to below $1.01 carly in August.

In August and September, however, several
new foreign borrowings were announced that
generated a reversal of professional positions
and reportedly attracted rencwed flows of OPEC
funds into Canadian dollars. Buoyed also at
times by scasonally strong commercial demand,
the Canadian dollar advanced again to above
$1.03 by late October. The Bank of Canada
continued to intervene on both sides of the
market to maintain orderly trading conditions;
the net result was that by the end of October
Canada’s official reserves were almost back up
to the end-of-June levels.

Meanwhile, some longstanding concerns over
prospects for the Canadian economy began to
weigh on market sentiment. Opposition was
building up, within both the labor unions and
the business community, to an cxtension of the
government’s year-old wage—price control pro-
gram. Also, the latest cconomic statistics indi-
cated a further slippage in the alrcady disap-

pointing pace of recovery, raising the possibility
of higher unemployment especially in Quebec
and the Maritime Provinces. At the same time,
the growth of monctary aggregates was slipping
below the Bank of Canada’s target range. Under
these circumstances, the market became wary
of significant declines in Canadian interest rates
relative to those in the United States.

Thus, sentiment toward the Canadian dollar
was already turning more hesitant when reports
spread that the Separatist Party of Quebec might
make severe inroads in the Liberal Party’s ma-
jority in the upcoming November 15 clections
for the Quebec provincial legislature. In re-
sponse, the Canadian dollar came on offer and
the spot rate began to soften cven before the
clections.  Nevertheless, market participants
were caught by surprise when the Separatist
Party won by a sizable majority. In rcaction,
the Canadian dollar was marked down sharply
in London the day after the clection, before
temporarily recovering somewhat in the New
York and Canadian markets.

Over subsequent days, as the market tried to
assess the broader political and economic im-
plications of the clection results in Quebec, the
selling pressure gathered force. Professional
dealers in both Europe and North America
scrambled to cut back their Canadian dollar
positions or to take up short positions. As the
rate fell, commercial demand for Canadian dol-
lars  virtually dried up, U.S. corporations
brought forward their normal year-end conver-
sions of carnings by Canadian subsidiaries, and
Canadian borrowers postponed their conver-
sions of new foreign issues.

Mcanwhile, interest rates in Canada also
began to casc. On November 19, aftecr a %
pereentage point cut in Federal Reserve discount
rates, the Bank of Canada announced a reduc-
tion in its lending rate of 2 percentage point
to 9 per cent. With the Canadian dollar increas-
ingly on offer, the spot rate tumbled through
the $1.00 level over the Thanksgiving Day
holiday and, in record turnover, continued to
slide over the next few days. By Tuesday.
November 30, it had reached $0.9587 in Lon-
don, the lowest level since June 1970. The Bank
of Canada provided substantial resistance to the



sharp fall in the rate, and Canadian ollicial
reserves fell $759 million in November.

The Canadian dollar began a tentative recov-
ery in carly December. when some participants
began to feel that the selling had been overdone.
Reports of new forcign borrowings scheduled
for carly 1977 tended to provide some reassur-
ance that. cven after the Quebee clection, Ca-
nadian borrowers could continue to tap the in-
ternational credit markets. As the atmosphere
improved, there were renewed borrowing con-
versions in the market, and some short positions
were covered. Inaddition, reports circulated
that the proceeds of Canadian wheat sales to
China were being converted.

Thus, even after the Bank of Canada cut its
discount rate another Y2 percentage point on
December 21, the exchange rate was marked
down only briefly, and by January 5 it had
recovered to 50.9984, more than 4 per cent
above its November 30 low. The Bank of Can-
ada intervened about as heavily to moderate the
rise as it had to cushion the decline. adding $764
million to oflicial reserves during December.

Nevertheless, the market remained cautious
toward the Canadian dollar and the rate gener-
ally fluctuated lower during the rest of January.
By this time, market participants held firm ex-
pectations of a further casing of short-term in-
(erest rates in Canada, while in contrast U.S.
money market rates were tending to rise. Un-
certaintics over the timing of future borrowing
conversions dampened professional bidding for
Canadian dollars. In addition, the market
reacted adversely to Quebec Premier Levesque’s
speech to businessmen in New York, in which
he realfirmed his party’s objective of an inde-
pendent French-speaking Quebec. By the end
of January, therefore, the Canadian dollar rate
had slipped back to $0.9825. for a net decline
of 4% per cent over the 6-month period. During
that time, Canadian ofticial reserves declined by
$115 miflion on balance.

MEXICAN PESO

For nearly two decades. Mexico's impressive
cconomic growth largely reflected the authori-
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tics” clforts 1o mobilize domestic savings and
attract funds from abroad to finance the devel-
opment effort. Externally, this approach resulted
in a current-account deficit that was normally
oltsct by sufficient capital inflows 1o achicve at
least over-all balance and. in most years, to
allow for some accumulation of international
reserves. Throughout this period, the Mexican
authorities successfully maintained a fixed rate
of $0.08, mecting with only occasional bouts
of selling pressure. This stability nevertheless
rested on a delicate batance of economic forees.
Beginning in the carly 1970%s, ambitious social
and economic programs at home led to growing
fiscal deficits that eventually generated rates of
inflation well above those in the United States
and other major countries.

At the same time. Mexico was caught up in
the backwash of worldwide inflation, particu-
larly after the oil price rise of 1973-74, and
the subscequent recession in the United States
and other industrial countries. The Mexican
authoritics managed to avoid an  cconomic
downturn in 1974 75, but at the expense of a
sharp widening in the current-account delicit
that required cven greater foreign borrowings
than hefore.

By carly 1976 the authorities had recognized
the need for restoring internal and external bal-
ance and had made a start toward that objective,
Nevertheless,  market  participants  remained
cautious, in view of the large economic imbal-
ances that remained, the increasing wage de-
mands of Mexican trade unions, and election-
year uncertaintics in Mexico.

Against this background the Mexican peso
came under heavy selling pressure on several
occasions in carly 1976, By April rumors ol
a forthcoming devaluation of the peso had led
to outflows of resident funds as well as to
hedging by nonresidents of peso claims and
receivables. To help finance its intervention at
that time. the Bank of Mexico drew the {ull
£360 million available under the swap arrange-
ment with the Federal Reserve. Some reflows
subscquently developed but not in suflicient
volume for the Bank of Mexico to liquidate the
swap drawing quickly, as it had with carlier
drawings in 1974 and 1975.
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The market remained edgy throughout the
spring and early summer. After former Finance
Minister Lopez Portillo was voted to succeed
President Echeverria in the July 4 clection,
many market participants expressed concern
over the possible need for a change in the
cxchange rate either before or after the De-
cember | inauguration. Although Mexico’s im-
ports had steadied, the growth of exports was
falling well below expectations, halting progress
in reducing the current-account deficit. Yet, the
authorities were unable 1o step up the pace of
forcign borrowings to offset fully both the
widening current-account deficit and the contin-
uing hot money outflows. The Bank of Mexico
continued to support the peso at the $0.08 level,
but at a heavy loss of international reserves.

On August 31 the Mexican authorities an-
nounced that, as part of an over-all strategy of
cconomic adjustment, the peso would be al-
lowed to float, with the Bank of Mexico inter-
vening only to prevent ‘‘erratic and speculative
fluctuations’” in the spot rate. Other measures
included steps to cut the public sector deficit,
price controls on raw materials, and taxes on
exceptional profits that exporters might receive
from the peso’s depreciation.

Immediately after these announccments, the
spot peso was marked down almost 39 per cent
before recovering slightly in thin trading. To
help steady the rate, official intervention was
soon resumed and the peso traded around
$0.0505 through late October. Meanwhile, in
conjunction with these new policies, the Mexi-
can Government had entered into negotiations
with the IMF. In that context, the U.S. Treasury
and the Federal Reserve agreed to a special
arrangement with the Bank of Mexico on Sep-
tember 20, making available to that Bank up
to $600 million of interim financing. On that
basis, the Bank of Mexico drew carly in October
$365 million on the U.S. Treasury—an amount
that was fully repaid when Mexico made its first
drawing on $963 million in credits made avail-
able by the IMF beginning in November. In
October the Bank of Mexico also repaid the
$360 million of swap drawings on the Federal
Reserve outstanding for 6 months.

In the exchanges, however, the attitude

toward the Mexican peso remained bearish.
Although wage increases were substantially
below levels originally demanded by the labor
unions, domestic prices had nevertheless risen
sharply following the floating of the peso.
Morcover, the market had come to expect that
implementation of new measures in connection
with Mexico’s eligibility for drawing on the
Fund would have to await the installation of a
new administration on December |.

In this atmosphere, a varicty of rumors of
capital controls or freezes on resident bank
accounts began to appear in the market, trigger-
ing renewed movements of funds out of Mexico
in early autumn. Later, in mid-November, re-
ports of scizures of privately held land in north-
ern Mexico generated further uncertainty. In
response, capital outflows intensificd and Mexi-
can residents rushed to convert more pesos into
U.S. dollars, including dollar currency notes.

In an effort to maintain an orderly market for
the peso, the Bank of Mexico at first stepped
up its official dollar sales. But, after sustaining
a further loss of reserves, the authorities per-
mitted the peso to sink a further 25 per cent
to $0.0380 on October 27, before resuming
support for the rate. Among other credits to
augment reserves, the authorities drew in No-
vember $150 million on the swap line with the
Federal Reserve and a total of $300 miltion
under the Exchange Stabilization Agreement
with the U.S. Treasury.

Later that month, in the face of massive
sclling pressure on the peso and the likelihood
of even more capital outflows before December
1, the authoritics announced over the November
20-21 weekend that they were withdrawing
temporarily from the market. To deter additional
speculative selling of pesos, commercial banks
and other credit institutions were prohibited
from trading for their own accounts, except to
cover existing commitments. Instead, stock-
brokers were authorized to act as foreign ex-
change dealers for the purpose of cxecuting
cssential transactions. Following these measures
the immediate sclling of pesos stopped and a
technical shortage of peso balances quickly de-
veloped in both Mexico and abroad. Thus, the
peso bottomed out at $0.0345 on November



22—57 per cent below the prefloat level- and
rose to as high as $0.0526 by December 1.

That day, in his inaugural address. President
Loper Portillo called for national unity, auster-
ity measures, and a productivity improvement
program to strengthen the Mexican cconomy.
The speech was well received in Mexico and
abroad, and over the following days a substan-
tial reflux of funds into pesos  developed.
Thereafter, the new administration began im-
plementation of the policy measures embodied
in the agreement with the IMF and gained
agreement in the January round of wage talks
for wage inereases that were more modest than
expected.

Morcover, on December 20, the authoritics
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lifted the prohibition against commercial banks’
trading for their own account. Even as more
normal trading resumed, the peso held firm at
around the $0.05 level through the year-end and
into carly 1977. When some selling pressure
cmerged briefly after mid-January, the rate
dropped to as low as $0.0444 before firming
in good two-way trading. By the month-end,
the peso was trading at $0.0463, some 42 per
cent below the prefloat level. Mcanwhile, the
Bank of Mexico’s reserve position had im-
proved sufficiently to repay in December $150)
million of the $300 million drawn on the U.S.
Treasury and to schedule repayment of the $150
miltion in swap drawings on the Federal Reserve
at maturity in February. il
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Statements to Congress

Statement by Arthur F. Burns, Chairman,
Board of Governors of the Federal Reserve
System, before the Joint Economic Committee
of the U.S. Congress, February 23, 1977.

As always, 1 welcome the opportunity to meet
with this distinguished committee to present the
views of the Board of Governors of the Federal
Reserve System.

Your deliberations this year take place at a
time when the interpretation of statistical infor-
mation has been made especially difticult by the
vagaries of the weather. While that is trouble-
some, there is good reason, | belicve, to feel
a sense of encouragement about underlying
trends in our Nation’s economy. We at the
Board arc cspecially pleased that the financial
situation stands out as a significant positive
factor in the economic outlook for the year
ahcad.

The task for monetary policy in the recent
past has been clear—to facilitate a substantial
expansion in cconomic activity, while guarding
against the release of new inflationary forces.
In its pursuit of that basic objective, the Federal
Reserve has fostered moderate rates of monetary
growth. During the period extending from the
cyclical trough of March 1975 to January of this
year, M-1, the narrowly defined money stock—
which includes only currency and demand de-
posits—grew at an annual rate of 5.7 per cent,
A broader monetary aggregate, M-2—which
also includes savings and consumer-type time
deposits at commercial banks increased at a
10.7 per cent rate. Contrary to the predictions
of many cconomists who urged a more expan-
sionist monetary policy, these increases in the
stock of money have proved suflicient to finance
a large gain in the physical volume of output
and employment. Indeed, the evolving stock of
money could readily have accommodated larger

growth in cconomic activity than actually oc-
curred.

The Federal Reserve’s modcerate policy, by
damping inflationary cxpectations, has helped to
restorc  public  confidence—both  here  and
abroad—in the value of our currency and in the
future of our cconomy. The dollar is once again
a respected currency in international markets.
The demand for U.S. securitics and other dol-
lar-denominated assets is again strong. And the
substantial increase in the exchange value of the
dolar since the recovery began has relieved
some of the upward pressures on the general
price level in this country.

Morcover, and mainly as a result of the
lessening of inflationary expectations, interest
rates have not increased as they usually do in
a period of cyclical expansion. On occasion
during the past 2 years, yields in sccurities
markets  have registered noticeable  upward
movements—sometimes, as last month, because
of shifting market expectations or the pressures
of heavy Treasury borrowing, at other times as
a result of Federal Reserve actions intended to
hold monetary growth within desirable bounds.
But the general trend has been downward, and
the level of market interest rates on both short-
term and long-term securities is appreciably
lower now than it was at the beginning of the
CCONOMIC recovery.

Declines in interest rates have not been con-
fined to public markets for securitics; they have
extended also to loans by financial institutions.
Interest rates have come down on residential
mortgage loans. The rate of intercst on bank
loans to borrowers of the highest credit rating
has declined sharply. Rates paid by other bank
customers are also down; in fact, at the end
of last year, interest rates on loans to small
businesses and farmers were at, or very near,
their lowest levels since 1973,
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Mcanwhile, the stock market has shown a
good recovery. Despite some decline sinee the
beginning of this year, the average price of a
share on the New York Stock Exchange at
present is more than 65 per cent above its 1974
trough. A large measure of financial wealth has
thus been restored to the millions of individuals
across our land who own common stocks.

Our Nation’s business enterprises have taken
advantage of the prevailing financial climate o
improve their liquidity. Corporations have is-
sued a huge volume of long-term bonds. and
they have used the proceeds largely to repay
short-term debt and to acquire liquid assets. For
a time, access to public markets for long-term
funds was conlined primarily to firms with the
highest credit ratings. During 1976, however,
lower-rated firms began to find a more receptive
market for their debt issues; the yield spread
between Aaa- and A-rated bonds. which was
4 percentage points when the recovery began,
has averaged only about 2 of a pereentage point
since last summer. In addition, many medium-
sized firms, as well as tirms with lower credit
ratings, have met their needs for long-term
funds in the private placement market where life
insurance  companics  and other institutional
lenders have extended a record volume of credit.

Besides this, the improved stock market has
made it much casier for corporations to raise
cquity funds for financing new investment proj-
ects or for rebuilding capital cushions. The
dollar volume of corporate stock flotations in
1976 was far above the depressed Ievel during
the recession. By following conservative divi-
dend policies, business enterprises also have
been able to add substantially to their retained
profits. and debt-to-cquity ratios of corporations
have generally declined.

The market for State and local government
securities was troubled in late 1975 and carly
1976, when the New York City financial crisis
made investors very cautious and drove up bor-
rowing costs 1o many Stales and their political
subdivisions. Since then, interest rates on mu-
nicipal sccuritics have declined sharply:- more
sharply, i fact, than ialerest rates on other
fixed-income obligations. In addition, the spread
between yields on higher- and  lower-quality

issues of municipal sceuritics has narrowed.
Record volumes of new tax-cxempt bonds were
sold in 1975 and 1976, in part (o pay ofl
short-term debt. These repayments, as well as
the progress made in strengthening budgetary
positions, have improved the standing of State
and local governments with the investment
community. In addition. the recent court deci-
sion setting aside the moratorium on certain of
New York City’s debt repayments has added
materially to the confidence of investors in the
safety of State and local obligations.

The condition of financial institutions has also
improved over the past 2 years. Commercial
banks, for cxample, have greatly increased their
hiquidity by doubling their holdings of Treasury
securities and reducing their reliance on volatile
sources of funds. With greater attention to
canons of prudent management, banks have
achicved moderate increases in profits even in
the face of substantial loan losses and larger
allocations to reserves {or possible future losses.
A large share of bank profits has been used to
enhance capital positions, so that the ratio of
sapital to risk assets. which had declined stead-
ily during the carly 1970’s, has risen apprecia-
bly. These changes have done much to enhance
public confidence in the soundness of the Na-
tion’s banking system.

Other depositary institutions have made simi-
lar progress in strengthening their financial con-
dition. Savings and loan associations, in partic-
ular, have repaid large amounts of debt besides
adding heavily to their holding of liquid assets.
Furthermore. with savings inflows continuing
very ample, the thrift institutions have stepped
up their mortgage lending to a record level.
Outstanding loan commitments are at an all-time
high. and mortgage rates have continued to edge
downward despite the huge volume of mortgage
borrowing and the recent upward movement in
sensitive market rates of interest.

In sum, it is clear that the financial base for
ceonomic activity has greatly improved. That,
of course, is a highly important positive factor
in the general ecconomic outlook.

Other factors also suggest the likelthood of
gathering cconomic strength as 1977 unfolds.
During the closing months of last year, the
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demand for goods and services—exceept for in-
ventory additions-—picked up, reflecting pri-
marily a resurgence in consumer buying and a
further strong advance in homebuilding. The
higher level of sales enabled business firms
across the Nation to work off a good part of
the excess inventorics that had accumulated over
the preceding months. With sales and stocks
coming into better balance, the pace of orders
and production began to quicken and the de-
mand for labor strengthened. We thus began this
year with employment and incomes increasing
briskly.

During the past month or so. jobs, output,
and sales have been adversely affected by cold
weather and interruptions of fuel supplies. In
some parts of the country, drought conditions
have led to the rationing of water and may later
affect some branches of agriculture as well as
the cost and availability of hydroelectric power.
Although the weather is lcaving a mark on
houschold budgets through its impact oun in-
comes, fuel bills, and food prices, the over-all
cconomie cliect secems to be considerably less
than has been suggested by many news head-
lines. In fact, production and employment have
already snapped back smartly in most places.
The hardships imposed on many American
families by this inclement winter will be long
remembered and, 1 hope, will stimulate long-
needed action on a national energy policy. The
recent difficultics, however, are not likely to
have large or lasting effects on the performance
of the cconomy during 1977.

Most major scctors of demand can be ex-
pected to contribute to the cxpansion ol eco-
nomic activity over the remainder of the year.
Consumers have been showing an inclination to
spend morc freely; during the fourth quarter,
the percentage of disposable personal income
devoted to consumer spending was the highest
in scveral yecars. Except in arcas where the
weather has been especially unfavorable, retail
sales since the beginning of the year have con-
tinued at a satisfactory pace. Morcover, con-
sumers have built up their stocks of liquid asscts
substantially during the past 2 years. With their
financial condition thus improved, they are now
displaying an increased willingness to incur

added indebtedness in order to finance the pur-
chase of automobiles and other big-ticket items.

The strong pace of consumer buying during
the Christmas scason resulted in a sharp decline
in the ratio of inventories 1o sales in many lines
of activity. Stocks of some goods probably have
been further depleted in recent weeks because
of production curtailments caused by weather
and fuel problems. Businessmen may be reluc-
tant to rcorder in volume until they are more
confident that the cconomy has regained its
upward momentum. But as sales rise. they will
soon have to add substantially to their invento-
ries in order to meet customer demands.

Prospects for residential construction are also
bright. Construction of single-family homes has
already rcbounded sharply, and production of
multifamily units is now gradually recovering
from the overbuilding and other problems that
have been troubling this sector. Mortgage credit
is readily available in practically all parts of the
country, and residential building activity should
therefore continue to move upward.

The outlook is less clear for the demand for
U.S. exports. Our merchandise trade balance
fell sharply last year—-in large part because of
our increasing dependence on foreign sources
of oil and the weak revival of cconomic activity
in many other countries. During 1977 imports
will increase as the domestic cconomy continues
to expand, but the rise is not likely to be as
rapid as last year. Our cxport trade can be
expected to improve, with the extent of the gain
depending on the pace of worldwide economic
¢xpansion.

At present economic recovery is under way
abroad, but the recovery in many countries is
less decisive than in the United States. In a
number of instances, less vigorous economic
growth reflects actions taken to cope with infla-
tion and severe imbalances in international pay-
ments. Among other difficulties, the process of
adapting to the harsh reality of much higher oil
prices is by no means complete. Thus, our
export trade may be adverscly affected for some
time, particularly since credits to many foreign
countries cannot very well continue rising as
rapidly as they have in recent years.

There is much less uncertainty about the



outlook for investment in business fixed capital
in our country. Indeed. the near-term prospect
is clearly favorable. It is our judgment at the
Board--based on the continuing improvement
of product markets. the intentions of business
tirms disclosed by survey data, the upward trend
of capital-goods ordering, the increasing num-
ber of new firms, and the improved state of
financial conditions  that business capital in-
vestment will grow significantly over the re-
mainder of this ycar and into 1978, There is
some question, nevertheless, as to just how
vigorous or how durable the rise may be.

Historicully, investment in plant and cquip-
ment has olten increased rapidly even in the
carly stage of cyclical expansions. In the current
recovery, however, business  capital outlays
have been sluggish: measured in constant dol-
lars, they rose only 3 per cent through the final
quarter of 1976, This contrasts with an average
increase of 15 per cent durtng corresponding
periods of the carlier business-cycle expansions
since World War [ Of late, businessimen have
been especially hesitant 1o commit themselves
to major investment undertakings. The capital
spending that has occurred so far in this expan-
ston has been heavily concentrated in relatively
small-scale items: -for instance, oflice equip-
ment. light machinery. and trucks. Relatively
few large-sized industrial or commercial con-
struction projects have been started recently.

[ believe that a major reason for the inade-
quate expansion ol plant and equipment spend-
ing is the impact of the recession of 197475
on the psychology of the business community.
Not many of the current generation of business
managers had ever experienced an economic
decline of comparable severity. In recent times,
the view spread in business circles, as it already
had in the academic community, that the busi-
ness cycle was dead—that any recession that
might occur would prove bricf and mild be-
cause governmental policies could be relied
upon to keep the cconomy moving forward at
a rather steady pace. Businessmen certainly
were unprepared for the slump in sales and
production in late 1974 and carly 1975 that
resulted from an inflationary process that had
gotten out of control. In the altermath of this
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hard experience. it is not surprising that cor-
porale managers became more cautious in their
planning and that rebuilding of the confidence
needed for a new surge of investment activity
is taking time.

This pattern of events has been worldwide
in scope. Industrial nations generally have suf-
fered a cyele of inflation and recession simitar
1o that in the United States. and businessmen
everywhere have since then tended to be unu-
sually cautious in making major long-term in-
vestment commitiments. During the past year,
ceonomic expansion in most countries has been
held back by weakness in business capital out-
lays.

Contributing to this lack ol confidence is the
fact that, despite heartening progess over the
past 2 years, inflation is still proceeding at a
troublesome rate almost everywhere. In 1976,
consumer prices in this country rose about 3
per cent. This was down from 7 per cent in
1975 and 12 per cent in 1974, But our busi-
nessmen as well as other citizens fear that the
continuation of ¢ven a5 per cent rate of inflation
may be incompatible with the attainment of a
durable prosperity. In an inflationary environ-
ment such as we have had in recent years, many
business managers are apt to feel that they
cannot reliably assess costs and profits over the
long time horizons frequently involved in new
investment projects. This inevitably aifects their
investment planning.

In addition. businessmen have been con-
cerned for some time about the possibility of
an carly reintroduction- in one form or an-
other- of price and wage controls, 1 sense,
however, that this particular apprehension has
diminished, thanks in large measure to President
Carter’s pereeption that concern about controls
was complicating the process of business deci-
sion-making.

I must note also that governmental regulation
has hecome an important deterrent to - capital
spending. Businessmien tend to shy away from
costly investments whose useful cconomic lives
may be cut short by the introduction of more
stringent  safety.  health,  or  environmental
standards.  Rigid price regulation -as in the
natural gas and transport industries—-has served
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to reduce the incentives for investment. And the
failure of the Federal Government to formulate
a coherent, long-range cnergy policy has left
the business community troubled and uncertain
about the future cost and availability of fucls
and petrolcum feedstocks.

Furthermore, compliance with existing envir-
onmental and safety regulations adds to the cost
of building and operating productive facili-
tics—without increasing their salable output.
These costs involve not only expensive equip-
ment—such as pollution control devices—but
also the time lost in going through cxtensive
governmental review procedures. | understand
that any given industrial construction project
may be subject to as many as 10 different
cnvironmental regulations at the Federal level
alone. And overlapping regulations at the Fed-
cral, State, and local levels, besides causing
confusion and delay, sometimes work at cross
purposes. This tangled regulatory system has
caused some cextraordinary delays both in the
launching and completion of major capital proj-
ccts.

The consideration of remedies deserves high
priority. We must find the political courage to
consider objectively not only the very real ben-
¢fits of environmental and safety regulations but
also their economic costs.

We should give serious consideration as well
to reform of our system of Federal taxation in
order to reduce the disincentives to business
capital formation and to cquity investment in
American enterprises. The current congressional
study of proposals for integrating the personal
and corporate income taxes is a step in the right
direction. I hope that the Congress will also
examine the distorting effects of inflation on the
corporate income tax, which have contributed
to the wcakness in after-tax earnings of our
businesses over the past decade.

It may be well to emphasize that the Nation’s
stock of industrial capital has been growing too
slowly not just during the current recovery but
over a period streiching back at Jeast to the
beginning of this decade. The volume of busi-
ness fixed investment per person added to the
labor force was appreciably smaller between
1970 and 1975 than it had been between 1960

and 1970. This unquestionably has affected the
trend of productivity, which has been decidedly
disappointing in recent years.

What should concern us perhaps most of all
is the distinct possibility that a continued lag
in capital formation will make the attainment
of full employment of our labor force extremely
difficult further along in the current expan-
sion—-simply because we may have a deficiency
of plant capacity relative to available labor. It
is important, therefore, to focus intently on the
whole range of problems relating to capital
formation.  Senator Humphrey and  Senator
Percy wisely called attention to this need last
year by introducing S. 3693, the “‘Investment
Policy Act of 1976,""—~-a bill that stresses the
tmportance of creating an environment that is
more conducive to business capital formation.

The steps suggested here will not suflice,
however, to bring about a lasting improvement
in the level of investment activity if our Nation
fails to pursue fiscal and monetary policies that
promise continuing progress in moderating in-
flation. Forward business planning, which is
extremely challenging under the best of circum-
stances, becomes exceptionally hazardous in an
inflationary environment of the kind that has
existed in our country since the mid-[960’s. Nor
for that matter can there be satisfactory planning
in such an environment by houscholds or gov-
ernments. Many of the problems that our cities
have been living with arc traceable to the
stresses of inflation in the carly 1970°s-—speci-
fically, to the ballooning of costs for munici-
palitics whose tax revenues, unlike those of the
Federal Government, respond sluggishly to in-
flation.

In conducting fiscal and monctary aftairs, we
in the Federal Government must not allow our-
sclves to be lulled into thinking that stimulative
actions are riskless because there is now con-
siderable slack in the economy. As we should
know by now, pressures on resources and prices
can aris¢ even at a time of substantial unem-
ployment.

For its part, therefore, the Federal Reserve
System is committed to a course of monetary
poticy that will permit sufficient growth of
money and credit to support good expansion in



cconomic¢ activity, but which will avoid the
release of new inflationary pressures or expec-
tations. On the fiscal side. it is no less impera-
tive that budgetary deficits be gradually reduced
and before long climinated. If they are not,
anxieties about the future path of inflation may
threaten the hard-won progress that has been
achicved in improving the condition of our
financial markets and the over-all cconomy. As
our cconomy continues to expand, a significant
and steady lessening of Federal Government
demands on capital markets will be vital to
release savings for use in the private sector of
the cconomy. The supportive role which gov-
ernment appropriately plays at a time of exten-
sive unemployment, such as we have been ex-

Starement by Arthur I Burns. Chairman.
Board of Governors of the ederal Reserve
System. before the Committee on the Budget.
U.S. House of Representatives. March 2, 1977,

[t is a particular pleasure, Mr. Chairman
and 1 do not say that lightly - for me to mect
with this committee. For many years, | joined
other citizens in urging a reform of the budget
process, so that tax and expenditure decisions
of the Congress would become  effectively
linked. Passage of the Congressional Budget
Act of 1974 was a major landmark in linancial
reform- comparable in importance, 1 think. to
the Budget and Accounting Act of 1921, which
rationalized budgetary procedures for the exec-
utive branch. In my judgment, the experience
of the last 2 years confirms the wisdom ol the
1974 innovation. The new clement of order and
discipline that this committee., your counterpart
in the Senate. and the Congressional Budget
Office have brought to fiscal deliberations has
served the American people well. We finally
have a mechanism for determining congres-
stonal priorities and relating expenditures to
prospective revenues.

Today, 1 would like to share with you my
views about ¢volving trends in cconomic and
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periencing, must be scaled down as the Nation
moves toward fuller utilization of its resources.
No problem more urgently requires our at-
tention than the unemployment of some 7 mil-
lion Americans. But we must be skeptical of
solutions that require ever-larger governmental
deficits or ever-faster money creation,
Fortunatcly, understanding of the complexi-
ties of our Nation’s cconomic problems has
grown as a result of the hard lessons of recent
years. [f all of us in government work together
and share ideas. 1 am optimistic that we can
fashion policies that will  go far toward
strengthening the state of confidence on which
the jobs and prosperity of our people ultimately

i

rest. |

financial conditions and to spell out the impli-
cations, as I see them, of those trends for some
of the critical cconomic policy questions that
confront our Nation.

This winter’s unusual weather has, of course,
greatly complicated the interpretation of statis-
tical data. For a while, jobs, output, and sales
were signiticantly aftfected by cold weather and
interruptions of fuel supplics, especially in the
castern half of the country. And in parts of the
West, drought conditions have necessitated the
rationing of water and may later affect some
branches of agriculture and also the cost and
availability of hvdroelectric power.

These vagaries of the weather have left their
mark on houschold budgets through their impact
on incomes, fuel bills, and food prices. The
over-all economic effect, however. in all proba-
bility will prove considerably smaller than many
news accounts initially suggested. The period
of acute disruption of industrial and commercial
operations was, after all, bricf, and as we mecet
here today, production and employment appear
to have recovered in most places. While 1 am
sure that the hardships imposed on many Amer-
ican familics by this winter’s extraordinary
weather will long be remembered. it seems most
unlikely that the disturbance we have suffered
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will have large or lasting effects on the per-
formance of our cconomy.

There is good reason, I think, to feel a sense
of encouragement about the way in which un-
derlying cconomic conditions arc unfolding.
Before the advent of inclement weather, the
economy was alrcady emerging from the phase
of hesitancy that prevailed for a while last year.
During the closing months of 1976, the demand
for goods and services—exeept for inventory
additions- accelerated, reflecting primarily a
resurgence of consumer buying and a further
strong advance in homebuilding. The improve-
ment in sales volume cnabled business firms to
work off a good part of the excess inventories
that had accumulated over preceding months
when buying was fairly sluggish. With sales and
stocks coming into better balance, the pace of
orders and production began to quicken and the
demand for labor strengthened. This reaccelera-
tion of the recovery was the consequence, in
my judgment, of gradually cumulating strength
in key sectors of our economy and an improved
financial environment. | belicve that we shall
see evidence before long that the reacceleration
has survived the weather disturbance, and |
expect good gains to be recorded in general
cconomic activity this year.

Emerging trends in the consumer sector were
strongly favorable as this year began. The con-
siderable expansion in jobs last year, also the
decline in the rate of inflation and the enlarged
liquid asscts of households, served to improve
consumer sentiment. It seems recasonable to
think that it is those trends—rather than the
transitory cflects of bad weather-—that will ba-
sically condition household behavior in the
months ahcad. A quickening tempo, as | have
noted, developed in late 1976 for both incomes
and cmployment. This created the basis for
more aggressive retail buying. Indeed, reliance
on instalment credit to finance purchases of
consumer durable goods increased in late 1976;
and, strikingly, the personal saving rate for the
fourth quarter fell to its lowest reading in several
years.

One consequence of the buying surge was that
inventorics toward the close of last year fell
below levels preferred by many business firms.

In some instances further depletion of stocks has
since then occurred because of the production
curtailments occasioned by bad weather and fucl
problems. Very possibly, thercfore, consid-
erable inventory investment by businesses lies
ahcad.

The major influences that affect residential
construction are also favorable. Indeed, except
for January’s weather-related setback, housing
activity has been in a strong upward movement
since last autumn. The swelling of new housing
starts in the fourth quarter of 1976—to a rate,
incidentally, 30 per cent greater than a year
carlicr—assures that work on homes under con-
struction will be very active for a good many
months to come. And some further risc in starts
is a reasonable cxpectation, in view of the liquid
condition of mortgage-lending institutions and
the progressive correction of the imbalances in
the housing market that arose during the carly
1970°s.

The outlook for business capital spending in
1977 is also promising, cven though secrious
questions can be raised as to the likely adequacy
of capital formation in our country over the
longer term. So far in the current recovery,
capital spending has been lagging; measured in
constant dollars, it rose by only 3 per cent
through the final quarter of 1976. This contrasts
with an average risc of 15 per cent during the
corresponding periods of earlier business-cycle
expansions since World War 1. However, the
average ratc of gain should be decidedly better
during the next ycar or so.

This judgment is based on a number of con-
siderations—the continuing improvement of
product markets, the intentions of business firms
to invest as disclosed by survey data, the in-
creasing number of new firms that are starting
up operations, the comparatively favorable cash
position of corporations, and an impressive up-
trend in capital-goods ordering. Contracts and
orders for plant and equipment, a lcading indi-
cator of investment activity, spurted at an annual
rate of more than 20 per cent in the fourth
quarter of last year, and monthly data covering
new orders for nondefense capital goods show
the rise continuing in January. To be sure, the
level of capital-goods production is still far short



of what we normally might expect at this stage
of cyclical expansion, but we can at least antic-
ipate that it will make a larger contribution to
the advance of the general economy this year
than it did in 1976.

It is much more diflicult to reach a confident
judgment about how cxports and imports will
impinge on our Nation’s cconomy this year. In
1976 both cxports and imports rose  consid-
crably, but our cxporl trade was held back by
the weak expansion of many foreign economices.
The risc in imports was far more pronounced.
reflecting in significant part our increasing de-
pendence on foreign sources of fuel. Some
further decline in our trade balance and also in
the broader current-account balance is likely this
year, but not nearly to the degree that occurred
in 1976.

The challenge facing our exporters is formi-
dable because of the continuation of less deci-
sive recovery tendencies abroad than here at
home. In some instances, less vigorous ¢co-
nomic growth reflects actions taken by foreign
officials to cope with severe inflationary prob-
lems and the accompanying imbalances in in-
ternational payments. An important drag on
recovery in numcrous countries is the ongoing
adjustment, as yet far from complete, to the
quantum jump of oil prices since 1973, Thus.
our export trade may be adversely aflected for
some time, particularly since the external in-
debtedness of many nations cannot continue
rising as rapidly as it has in recent years,

But with the exception of these uncertainties
relating to foreign trade, factors on the demand
side generally seem to point to good growth in
our Nation’s output this year. Buttressing that
expectation is the fact that over-all financial
conditions in this country-—an arca in which the
Federal Reserve System has a major respon-
sibility—provide a satisfactory foundation for
cconomic growth,

The basic objective of monctary policy in the
recent past has been to promote conditions
conducive to substantial expansion in economic
activity, while guarding against the release of
new inflationary forces. To that end, the Board
of Governors of the Federal Reserve System has
fostered moderate rates of monctary growth.
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During the period extending from the cyclical
trough of March 1975 to Pebruary ol this year,
M-1, the narrowly defined money stock- —which
includes only currency and demand deposits—
grew at an annual rate of 5.6 per cent. A broader
monetary aggregate, M-2-—which includes as
well savings and consumer-type time deposits
at commercial banks—increased at a 10.7 per
cent rate.

These increases in the stock of money have
proved adequate to finance a large gain in the
physical volume of output and employment.
Indeed, the evolving stock of money could
rcadily have accommodated larger growth in
ceonomic activity than actually occurred. [n that
connection, it is important to bear in mind that
consideration of the stock of money alone iy
not sufficient for assessment of the adequacy of
the cconomy’s Jiquidity. Money has a second
dimension, namely, velocity, or-—in common
parlance - -the efficiency with which it is being
uscd. For the narrowly defined money supply,
cfliciency of use has been improving with spe-
cial rapidity in recent years, reflecting numerous
innovations in (inancial technology that serve to
reduce reliance on demand deposits for handling
monctary transactions. In fact, during the span
of the current recovery, the gains recorded in
the efficiency of M-1 appear to have exceeded
typical gains during corresponding periods of past
cyclical upswings.

Major benefits have flowed from the Federal
Reserve’s carcfully fashioned moncetary policy.
By holding resolutely to a course ol modera-
tion -a policy that at times has run counter to
strongly voiced urgings that we be much more
expansionist --we have helped in very signifi-
cant degree. [ think. to dampen inflationary
expectations. This has strengthened public con-
tidence—both here und abroad—in the value of
our currencey and in the future of our economy.

Mainly as a result of the lessening of infla-
tionary expectations, interest rates have not in-
creased as they usually do in a period of cyclical
expansion. On occasion during the past 2 years,
both short- and long-term interest rates have
registered noticeable upward movements, but
the general trend has been downward in the
yields on securities traded in public markets and
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also in the interest charges on loans extended
by financial institutions. In gencral. interest
rates are appreciably lower now than they werc
at the beginning of the economic expansion—a
fact that augurs well for the continuation of
recovery. One of the considerations brightening
the housing outlook, for example, is that the
average rate on residential mortgage loans
across the country has come down almost 112
pereentage points from its carlier high. Also
important to the housing outlook is the fact that
the rates paid by mortgage-lending institutions
to their depositors remain attractive relative to
money market obligations, so that no threat
exists—at least for the immediate future—of
heavy shifts of funds out of such institutions.

Significantly, our Nation’s business enter-
prises have made good use of the prevailing
financial climate to improve their liquidity.
Corporations have issued a huge volume of
long-term bonds, and they have used the pro-
ceeds largely to repay short-term debt and to
acquire liquid assets. They have also greatly
increased the volume of stock flotations above
the depressed level during the recession. Sup-
plementing these actions, business enterprises
have followed generally conservative dividend
policics, thereby retaining substantial amounts
of current earnings for internal use. The conse-
quence of this combination of moves is that
corporate balance sheets have a much healthier
look now than they did several years ago. The
average maturity of outstanding corporate debt
has been lengthened appreciably, and businesses
now also have more equity relative to debt. This
clearly puts business firms in a good position
to expand the scale of their operations as op-
portunities arise. For a while the improvement
in liquidity occurred mainly in the case of firms
enjoying the highest credit ratings and therefore
having the easiest access to longer-term funds;
but the improvement has progressively become
a generalized phenomenon.

The favorable condition of financial markets
has been of important help as well to the Na-
tion’s State and local governments. Record vol-
umes of new tax-exempt bonds were sold in
1975 and 1976, in part 1o pay ofl short-term
debt. Those repayments, together with progress

made by many States and municipalities in
strengthening their budgetary positions, have
improved the standing of such governments with
the investment community. Testifying to that is
the fact that interest rates on municipal securites
have not only declined; they have declined more
sharply than interest rates on other fixed-income
obligations. In addition, the spread between
yiclds on higher- and lower-quality issucs of
municipal securitics has narrowed. These de-
velopments suggest that the demand for goods
and services by States and municipalitics
—which was relatively subdued during the past
several years of ditlicult adjustment—will now
expand somewhat more rapidly.

During the past 2 years, the Nation’s financial
institutions have also strengthened their capa-
bility to be supportive of economic expansion.
Commercial banks have materially improved
their liquidity by doubling their holdings of
Treasury securitics and reducing reliance on
volatile sources of funds. They have, moreover,
retained a large share of profits to enhance
capital positions, so that the ratio of capital to
risk assets, which had declined steadily during
the early 1970°s, has risen appreciably. Other
depositary institutions  have made  similar
progress in strengthening their capacity to re-
spond to financing requests. Savings and loan
associations, for instance, have repaid large
amounts of debt besides adding heavily to their
holdings of liquid assets. With savings inflows
ample, thrift institutions have alrcady stepped
up their mortgage lending to a record level, and
they clearly are going to have considerable
scope to accommodate further the demands for
mortgage credit in 1977,

In sum, both the background of favorable
financial conditions prevailing at this time and
the growth patterns that have been unfolding in
key sectors of our economy justify considerable
optimism about the immediate future. Indeed,
it seems doubtful to me, as | have previously
indicated, that any special efforts to stimulate
growth—at least none of conventional charac-
ter—are now needed to assure broad cconomic
expansion this year and on into 1978,

I realize that a majority of this committee,
as well as the able members of President



Carter’s cconomic  team, feel differently. |1
thoroughly respect their judgment as well as
yours. In matters pertaining to the future, no
scasible person can be at all certain that he has
captured the truth. As things stand. 1 diagnose
the condition of our cconomy somewhat dif-
ferently. and it is my duty to advise you as best
[ can.

[ believe that we can all agree that, in wres-
tling with the policy challenges that face our
Nation. no objective deserves higher priority
than that of creating job opportunitics for the
millions of Americans who want to work but
who nevertheless now find themselves idle. But
while the goal we seek is clear. appropriate
actions for dealing with unemployment are not
casy to devise or to carry oul.

By my diagnosis, as | have already noted.
our cconomy faces a serious deficiency of busi-
ness investment in fixed capital. rather than any
generalized problem of demand deliciency. The
underlying difliculty is that we have done many
things over a span of years that have been
damaging to the state of confidence-—especially
the confidence of the business community. Ef-
forts at fiscal stimulation do not seem promising
to me in these circumstances. Indeed. they could
prove inimical 1o real progress, if only because
they are likely to be perceeived by many people
as an extension of the loose budgetary practices
from which so many of our troubles derive.

By and large. the American public is familiar
with the sorry record of Federal Government
finances in our generation. More and more of
our citizens have comie to appreciate the linkage
between the record of persistent deficit financing
and the debilitating inflation of recent years. The
degree to which we have been unwilling to tax
ourselves- cven in good years 1o finance the
programs enacted by the Congress never ceases
to astonish me, no matter how often 1 scan the
figures. Only once since 1960 has the Federal
budget shown a surplus. The cumulative delicit
in the unificd budget over the past 13 years.
including the newly revised oflicial estimate for
the current fiscal year, comes to $308 billion.
[f the spending of off-budget agencies is also
taken into account. as it should be, the aggregate
deficit for the period amounts to $337 billion.
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We have buill momentum into the rise of
I'ederal expenditures by the enactment of *‘en-
titlement™ programs relating 1o income security
and health and by extending inflation escalator
clauses to a significant range of Federal pro-
grams. The merit of many of these responses
to the needs of our citizens is indisputable, but
the impetus thus imparted to budgetary expan-
sion is nevertheless very serious. It underscores
the imperative need for us to be extremely
cautious in adding new programs to the budget.
In stressing this principle, President Carter de-
serves your and the Nation’s full support. But
it is equally important that the Congress ponder
carcfully any abrupt surrender of  sizable
amounts of tax revenue.

The inflation that has plagued the American
cconomy since the mid-1960's is a complex
phenomenon, and it is by no means solely the
product of budgetary practices. But there can be
little doubt that the chronic reaching of the
Federal Government for both financial and real
resources has been a major contributory clement
in inflation—indeed, the dominant one in my
judgment. The Federal Government was a
party—rather than the counterweight it should
have been—to the demand pressures that began
building up in the mid-1960s and that culmi-
nated in the speculative distortions of the
1973-74 period. Inflation, by my assessment,
not only sowed the seeds of the recession that
ensued; it also is the basic explanation—
precisely because it became so virulent—ol why
the recession that followed was so severe.
Blinded by the explosive advance of prices
which for a while swelied nominal profits—bus-
inessmen were unusually slow in adapting their
activities to the weakening pattern in consumer
markets that had actually become quite well
defined during 1973, When businessmen finally
recopnized in the autumn of 1974 that their
perception of market conditions had been mis-
tuken, the response in scaling back operations
was often drastic- ~in large part because distor-
tions had been allowed to cumulate for such a
long period.

A strong residuce of caution has been evident
in business circles since then. That caution—
which explains, 1 believe, the relatively weak



232  Federal Reserve Bulletin ©1 March 1977

recovery in capital spending so far in this ¢x-
pansion—is an amalgam of several things.
These include the rude discovery that the busi-
ness eycele is by no means dead, a heightened
worry about the troubles inflation can breed,
apprchension about the cost and availability of
cnergy supplics, d lingering fear that expan-
sionist governmental policics could again lead
to price controls, and growing concern about
the costs of complying with existing environ-
mental and safety regulations. In short, a confi-
dent business mood has been slow to emerge
in the aftermath of recession, in considerable
part for the rcasons that relate o our recent
history of inflation and Government’s role in
that history. The consumer mood is stronger;
but consumers, too, have anxictics about infla-
tion and inflation-inducing actions by Govern-
ment.

What this analysis suggests to me is that
governmental consideration of economic policy
should focus sharply on ways and means of
strengthening the confidence of our people in
their own and the Nation’s economic future. By
focusing as we have on the size of a *‘stimula-
tive’” fiscal package, we inadvertently have been
diverting attention from what 1 belicve to be
the main problem.

Atthis juncture of history, Government actions
should aimabove all else atreassuring our citizens
that the policy mistakes of the past will not be
repeated. Indeed, lrom the viewpoint of the re-
sponsibilitics of this committee, a consideration
of what not to do again ought, [ believe, to serve
as the critical point of departure for policy formu-
lation.

Starting there, I obviously cannot feel com-
fortable about the oflicial budget for fiscal 1977,
or for that matter about any budget. which
moves toward enlarging the Federal deficit. This
prospective enlargement comes at a time---
unlike that of 1975-—when private credit de-
mands are rising. Thus, a troubling departure
is occurring from the normal pattern of gradu-
ally diminishing demands for credit by the Fed-
cral Government as recovery proceeds.

On the basis of the revised budget proposals
submitted by the administration, it would appear
that Federal borrowing in public markets in the

current calendar year could be $10 billion or
so higher than in 1976, The prospect that Fed-
cral demand for credit will run considerably
higher than earlier seemed likely has stirred
uneasiness among credit market participants, as
is cvidenced by the decline in prices of fixed-
income obligations that followed disclosure of
the administration’s intentions. While a
“crowding out’ of private borrowers from
credit markets does not seem a serious threat,
at least not for 1977, the enlarged prospective
competition of the Federal Government with
private borrowers—with the housing sector, for
instancc—is most unwelcome. It may impart
some upward tendency to interest rates, and it
will also make it more difficult for the Treasury
to achicve further progress in lengthening the
maturity of outstanding debt.

I have felt obligated in the course of this
statement to explain to you why, on the basis
of my interpretation of the events that have
occurred during recent years, I have reservations
about budget moves that do not yet have the
appearance of breaking with the past. Whatever
carly action is taken in the Congress with regard
to the budget, 1 hope that the point I have made
about the vital need for confidence-building ac-
tions will carry some weight in your continuing
deliberations as the year goes on. To give
Americans confidence that the future will be
something other than a repetition of the past,
Government must demonstrate in a persuasive
way that it is regaining control of our fiscal
allairs.

The President’s commendable goal of a bal-
anced Federal budget within 4 ycars might stiil
be within reach even il the budget is now
enlarged by the full amounts that have been
recommended. The task of holding to that time-
table will, however, be made more diflicult by
each and every enlargement of spending. This
cmphasizes the need for an especially cautious
approach to requests for program increases—
both now and in the future. In that regard, [
particularly want to applaud the President’s de-
cision to go forward with a zero-base budget
system for fiscal 1979, and also to review very
critically the current practice of allowing ofl-
budget outlays. These steps should serve to



reduce, if not climinate, programs that have
outlived their uscfulness.

Such a budgelary approach. it seems to me,
has great potential for helping to arrest the
powerful upward push of Federal spending. For
the record, 1 would note that the Federal Reserve
has for some time been conducting two pilot
studies of the feasibility of adopting zero-base
budgeting. One of those studies is going lorward
at the Chicago Federal Reserve Bank and the
other in a division of the Board. While evalua-
tion will take some time, | am inclined to think
that we may be able to move to the recom-
mended approach fairly rapidly. even though as
an independent agency we have no formal obli-
gation to do so.

In closing, 1 would like to come back for a
moment to the workings of the new congres-
sional budget system. T am aware, of course,
that the proposal for a Third Concurrent Reso-
lution for fiscal 1977 has been subjected to some
fairly sharp criticism. To the extent that such
criticism has been direeted at the specific content
of the resolution, it scems entirely proper. In-
deed, as [ have made clear here today, | take
some exception myself to its basic thrust. The
legitimacy of having a third resolution, how-
ever, does not seem to me to be open to ques-

Statement by Philip . Coldwell, Member.
Board of Governors of the Iederal Reserve
System. before the Commerce, Consumer, and
Monerary Affairs Subcommittee of the Commit-

tee on Government Operations, U.S. House of

Representatives, March 3, 1977.

I am pleased to present the views of the Board
of Governors of the Federal Reserve System on
H.R. 2176, a bill that would direct the General
Accounting Office (GAO) to conduct audits of
the Federal Reserve Board and of all the Federal
Reserve Banks. The Federal Reserve opposes
enactment of this legislation--as it has opposed
similar proposals over the past 25 years —for
two principal reasons: First, it would constitute,
in our view, the first significant step toward
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tion. If a judgment emerges after the acceptance
of a particular concurrent resolution that some
significant change has occurred in national condi-
tions, then a reopening of that resolution for
revision is a clearly proper and responsible
action.

I would voice, however, onc cautionary
word. As a practical matter, if the Congress
were to move in the direction of very frequent
revision of concurrent resolutions, the essential
discipline of the new budgetary process would
be lost. [t may be useful to recall that the only
previous effort by the Congress to operate with
a formal legislative budget—under the Legisla-
tive Reorganization Act of 1946--—{oundered in
part because liberal supplemental appropriations
made the whole exercise of spending ceilings
by concurrent resolution somewhat pointless.
While [ do not think there is great risk that we
shall travel such a route again, 1 mention that
bit of history because it is so vital that the new
legislative budget process continue to evolve
along the lines of its promising beginnings. The
last 2 years have clearly demonstrated the value
of the legislative budget as an instrument for
bettering fiscal discipline. This committee has
carned the Nation’s gratitude by its commitment
to that objective. [

compromising the ability of the Federal Reserve
System as the Nation's central bank to render
objective, independent judgments on the course
of monetary policy. Second, the Federal Re-
serve Banks, which account for almost 95 per
cent of the expenditures of the System, are
alrcady subject to extensive audit by the Board
of Governors pursuant to an express mandate
in the Federal Reserve Act and maintain an
independent audit stafl for day-to-day review of
expenses. The GAQ itself has recognized the
effectiveness of this audit procedure, and there
have been no significant challenges to the ex-
pense control of the System. Furthermore, for
almost 25 years the Board itself has been audited
annually by a feading national firm of inde-
pendent auditors. The results of this audit work
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arc available to the Congress. Accordingly, we
submit that there is no need for legislation that
would impose an additional audit upon the Sys-
tem.

The T'ederal Reserve System is the creation
of the Congress, and the Congress has the
authority to change the nature of the central
bank in any manner it sees fit. We are con-
cerned, however, that by significantly altering
one of the primary protections to the System’s
independence—its authority to establish its own
budget and audit its expenditures—the Congress
may, without intending to do so—and notwith-
standing supposed safeguards in the legisla-
tion—profoundly change the concept of an in-
dependent monctary authority that has served
the country well for over 60 years. Our fears
in this regard arc not based upon mere specula-
tion, for it is no secret that a principal objective
of many proponents of a GAO audit of the
Federal Reserve over the past quarter century
has been to achicve control over monetary pol-
icy through that means. Indeed, little over a year
ago when this very issue was before the 94th
Congress in H.R. 7590, a leading consumer
advocate argued quite bluntly that if the public
would rally bchind a GAO audit bill *"they could
help substantially to reduce interest rates in the
coming years.”” Reduction of interest rates may
or may not be in the broad public interest at
any particular time, and it was preciscly because
the Congress recognized that political expedi-
ency should not determine the course of interest
rates that it created the Federal Reserve as an
independent monetary authority. While H.R.
7590 failed of passage in the 94th Congress,
it was clearly perccived by the opponents of an
independent Federal Reserve as a mcans of
bringing outside influence to bear upon the Sys-
tem’s monctary policy judgments.

The Congress has carefully constructed the
Federal Reserve System in such a way as to
be free from day-to-day political pressures. As
the House Banking Committee stated emphati-
cally in its 1913 report on the original Federal
Reserve Act, the Board was created “‘as a
distinctly nonpartisan organization whose func-
tions arc to be wholly divorced from politics.™
To achieve this purposc the Congress has insu-

lated the Board from control by the executive
branch by providing its members [4-ycar terms,
staggered so that one term expires every 2 years,
and by excluding the System from the classified
Civil Service. It has also insulated the System
from the continuing operational control that
might be exercised by the Congress itself
through the appropriations process. The Reserve
Banks fund their operations through the earnings
realized on their securities portfolios, and under
the provisions of the Federal Reserve Act the
Board's cxpenses are met through periodic as-
sessments levied upon the Reserve Banks.

As a part of that nonpolitical structure, the
Congress deliberately created a quasi-private
status for the Reserve Banks. The concern over
concentration of power. credit control, and re-
gional diversitics, led the Congress 1o give
semiautonomous powers to the Banks with their
own Boards of Directors and with their Pres-
idents participating in the formulation of na-
tional monetary policics. General supervision of
the Banks was assigned to the Board ol Gover-
nors, including approval of budgets and exami-
nation of expenses. Changing this arrangement
to inject the GAO into Reserve Bank oversight
could shift the fundamental roles of the Banks
and upset that fine balance of control and par-
ticipation that has brought valuable regional
input to national policy.

The Congress has repeatedly rejected propos-
als to alter this structure. Indeed, on those few
occasions since 1913 when the Congress has
made changes in the original structure of the
System it has moved toward providing greater
protection of the System’s independence. In
1933, for example, the Congress repealed that
portion of the Federal Reserve Act that desig-
nated the Secretary ol the ‘Treasury and the
Comptroller of the Currency as ex officio mem-
bers of the Board, because of its concern that
the formal participation of these exccutive
branch officials in the policy deliberations of the
System could impair the independent judgment
of the Federal Reserve.

Significantly, it was also in 1933 that the
Congress took action to cexclude the Federal
Reserve Board from the audit jurisdiction of
GAO. As T have mentioned, the original Federal



Reserve Act provided that the Board™s expenses
should be paid {from assessments levied by the
Board upon the Federal Reserve Banks. rather
than from appropriated funds. Shortly after the
creation of the Federal Reserve System, the
Attorney General ruled that the funds raised
through these assessments on the Reserve Banks
were “public monies’™ within the meaning of
the Federal auditing statutes. As o result of that
opinion the Tunds of the Board were audited by
Treasury Department auditors until 1921, when
the GAO was established. From that time until
1933, the Board’s funds were audited by the
GAO.

In the Banking Act of 1933, however, the
Congress amended the Federal Reserve Act to
state explicitly that funds derived from such
assessments on the Reserve Banks ““shall not
be construed 1o be Government funds or appro-
priated monies.”” and it specified that ““the
Board shall determine and preseribe the manner
in which its obligations shall be incurred and
its disbursements and cxpenses allowed and
paid.”” As a result of this amendment. which
was cnacted for the explicit purpose of increas-
ing the independence of the Federal Reserve,
the Board was no longer subject o audit by the
GAO.

Exclusion of the System from GAQ’s audit
jurisdiction has not by any means meant that the
System’s operations are free from carcful scru-
tiny and accountability. In the original Federal
Reserve Act, the Congress expressly charged
the Board of Governors with responsibility for
exereising supervisory authority over the Banks
and directed the Board to examine ““the ac-
counts. books and affairs™ of cach Reserve
Bank at least once cach year. To accomplish
this task the Board’s Division of Federal Re-
serve Bank Examinations and Budgets. com-
posed of about 50 auditors and managers, per-
forms a detailed annual financial cxamination
of cach Reserve Bank. as well as periodic oper-
ational reviews of all major operations of the
Banks. The financial audit includes verification
of the accuracy and reliability of the balance
sheet, verilication of cash and securities. evalu-
ation of the propricty of expenditures and the
clfectiveness of internal control systems. and a
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review of compliance with established proce-
dures. regulations, and policies. The operational
reviews are in-depth studies of methods and
procedures followed by the Banks in carrying
out their principal functions. At the conclusion
of cach examination or review, detailed oral and
wrilten reports are rendered, documented re-
sponses are requested. and a final report s
prepared. A comprehensive oral report is pre-
sented annuaily by the Division to the Board
of Governors and to the Directors of cach Bank
on the results of all reviews and examinations
in the respective Districts.

Another part of this control of expenses is
the audit department in cach Reserve Bank.
These professionals, acting independently  of
Bank managements, are responsible directly to
the Board of Directors for enforcement of Sys-
tem guidelines and policies. The Board of Gov-
crnors’ examiners review the procedures and
activities of the audit departments as well as
cheek a portion of their audit work in detail,
The Board’s examiners also appraise the com-
petence and independence of the Trederal Re-
serve Bank auditors and report their findings to
both the Board of Dircctors and the Board of
Governors.

The other two parts of the over-all control
program involve the managements and Boards
of Directors of the Reserve Banks. The senior
oflicers exercise their best judgment in manag-
mg the Reserve Banks and compete among
themselves for the best rank in the System in
productivity, cost cfliciency. and quality of
service. As a former President ol a Federal
Reserve Bank, | can assure you that the Bank
Presidents do exercise careful control over the
costs of the banks and view the audits not as
a self-audit but instead as a searching examina-
tion by informed personnel.

The Boards of Directors, which include ex-
perienced businessmen and bankers, also con-
tribute  their  knowledge ol organization,
methods, and procedures to the efficient opera-
tion of the Banks. Moreover, through their audit
comumittees the Boards of Directors receive the
reports of the auditors and counsel with man-
agements to insure adherence to System poli-
cies. The Chairman of cach Reserve Bank Board
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meets personally cach year with the Board’s
Committee on Federal Reserve Bank Activities
to review and appraise the operating efliciency
of the Bank and the performance of its senior
officers. The conferences permit frank ex-
changes about the strengths and weaknesses of
cach Bank and the relative position of cach
against the ever-improving position of others.

Thus the Federal Rescrve has four distinct
lines of contro} to assure adherence to System
policies and to promote steady improvement in
productivity and cost efficiency. The manage-
ments, Boards of Directors, and auditors of the
Reserve Banks and the examiners of the Board
of Governors are all part of an claborate system
of formal and informal surveillance over Re-
serve Bank efficiency, costs, and services.

As a result of this whole procedure of audits,
reviews, and consultation, the Reserve Banks
have been making significent gains in cffi-
ciency. As measures of this progress, the fol-
lowing may be cited:

—Checks processed in 1976 totaled 12.3 bil-
lion items—up 23 per cent from 1973 but han-
dled with almost 9 per cent fewer employees and
with total costs incrcasing only 15 cents per
thousand or 1.5 per cent over 1973 costs.

—Currency sorted and counted rosc 4.5 per
cent from 1973 to a 1976 total of 7.0 billion
pieces handied by 19 per cent fewer employces
and with an increase in cost of only 8 cents
per thousand or 5.8 per cent over 1973 costs.

—Just in the past 2 years thc number of
personnel needed to handle Rescrve Bank
operations has declined by 1,374 or 5.4 per
cent,

We do not see what advantage there is 10 be
gained either in requiring the GAO to duplicate
the audit of the Federal Reserve Banks that has
been carried on by the Board for decades, or
in substituting GAO for the Board as the auditor
of the Banks. Indeed, the GAOQ itself has re-
peatedly recognized the effectiveness of the
Board’s audits of the Reserve Banks, and in past
years has represented to the Congress that there
was no need for GAO to audit the Banks. In
1945, when the Congress was considering gen-
cral legislation to bring government corpora-
tions generally within the scope of GAO’s ju-

risdiction the question arose whether the Federal
Reserve System should be subject to GAO
audit. At that time the GAO supported exclusion
of the Federal Reserve, based upon its judgment
that there were alrcady strong controls within
the System and that the Reserve Banks were
audited “‘frequently and thoroughly™ under the
direction of the Board of Governors. In 1952,
when a subcommittee of the Joint Committee
on the Economic Report under the Chairman-
ship of Congressman Patman once again con-
sidered this issue, the Acting Comptroller Gen-
eral of the United States informed the Subcom-
mittee that nothing had occurred since the en-
actment of the Government Corporation Control
Act in 1945 that would require any different
view as to the need for a GAO audit of the
Federal Reserve.

Twenty-five years later, 1 can statc emphati-
cally that at no time in the history of the Federal
Reserve System has the Board’s program of
financial and operational audit and review of the
Reserve Banks been stronger or morce effective
than it is today. While the GAO has now ap-
parently departed from its historical position
with respect to an audit of the System, that
change cannot have been based upon an in-
formed judgment that the Board’s audit had
deteriorated or is inadequate for today’s cnvi-
ronment.

As [ have indicated, since the Reserve Banks
account for almost 95 per cent of the expendi-
turcs of the System, an audit of the System
essentially implies an audit of the Reserve
Banks. The Board’s expcnses for its own
operations during 1976 were only $39.5 million,
of which 76.8 per cent was expended for salaries
and related personnel cxpenses. While the
Board of Governors itself is not subject to an
audit by another governmental entity, its ac-
counts are audited annually by a lcading firm
of independent public accountants and the re-
sults of that audit have been furnished regularly
to the Congress. In addition to auditing the
accounts of the Board, these outside auditors
conduct a review and evaluation of the exami-
nation and auditing procedures employed by
the Board itself in its own audit of the Reserve
Banks. The auditor’s report of that review has



also been provided to the Congress along with
the Board’s Annual Report, which makes public
the expenses of cach Reserve Bank and of the
Board.

We are, of course, aware that H.R. 2176
would exclude monetory policy transactions and
deliberations {rom the scope of GAO's audit
authority. Thus, the bill itself appears to reflect
recognition of the need to protect the inde-
pendence of the monetary authority and to limit
the potential for intrusion into policy matters
through a GAQ audit. While we warmly endorse
this objective, we believe that as a practical
matter the enforcement of such  limitations
would be extremely diflicult and that cven a
carcfully circumscribed audit would be likely
to encroach upon-—or would at the least provide
a means for encroaching upon—-those judg-
ments of the System that the Congress intended
to be independent. There is not clear and easy
demarcation between “monctary policy delib-
crations’” and the many other functions per-
formed by the Board. Monelary policy concerns
inevitably become intertwined with bank regu-
latory and supervisory matters. Our current de-
liberations, undertaken at the request of the
Congress, include questions of whether banks
should be permitted to pay interest on demand
deposits and whether the Federal Reserve should
pay interest on reserves. These questions exem-
plify the difticulty of ncatly scgregating our
functions. Although they appear to involve
matters of regulatory policy, monctory policy
considerations have permeated our discussions
of these questions.

Similarly, l'ederal Reserve Bank operations
cannot be neatly pigeonholed. Administration of
the discount window, for example, is tradition-
alty viewed as a monetary policy function, yet
the proper performance of that function involves
considerations of regulatory policy and matters
relating to the soundness and condition of
member banks. Similarly, our conduct of the
process of bank supervision frequently gives rise
to concerns that relate to the Board’s respon-
sibilities as the monetary authority  liven the
System’s work of clearing checks and process-
ing government securities has important impacts
on policy implementation. For example, if
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cheek float rises sharply because of a computer
malfunction, the open market desk must take
this into account in planning its reserve opera-
tions.

The difficulty of scgregating monetary policy
functions so as to keep them outside the scope
of a GAO audit is compounded by the fact that
virtually every administrative expenditure or
procedure of the System can be related ulti-
mately to a policy function. No matter how
carcfully the scope of the audit may be limited,
the potential will always exist that the audit may
be used to impinge upon policy matters. Indeed,
as we understand the GAO’s new position on
this subject, it believes that it must have access
to monctary policy deliberations and transac-
tions in order to perform its audit and program
review function properly. In light of this we
believe that the Federal Reserve’s frequently
repeated fear that even a limited GAQO audit
would constitute an “‘entering wedge™ for the
control of monctary policy is not unrealistic,
Morcover, the congressional oversight embod-
ied in House Concurrent Resolution No. 133
clearly provides the vehicle for monetary policy
review and obviates the need for this new legis-
lation from that standpoint. Under this Resolu-
tion the Chairman of the Board appears before
the Congress every 3 months to report on the
System’s monetary policy targets and to review
the condition of the cconomy. Similarly, the
planned oversight hearings on the condition of
the banking industry should supply the infor-
mation the Congress needs for this aspect of
the System’s work.

We do not suggest that the Federal Reserve
System is or should be beyond the scope of
congressional oversight or that it should not be
held accountable to the Congress for its expend-
itures. We do suggest—as GAOQO itself recog-
nized over 30 years ago—that a detailed and
ctfective audit of the System’s expenditures and
procedures is alrcady being performed by the
Board in response to a mandate from the Con-
gress. Before the Congress takes steps such as
those contemplated by H.R. 2176, which may
fundamentally alter the nature of the System,
it should consider cvaluating the Board’s per-
formance of its statutory duty as the auditor of
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the Reserve Banks. ‘The generally favorable
results of the hearings under House Concurrent
Resolution No. 133, through which we com-
municate with the Congress on monetary policy
matters, has led the Congress to adopt this
procedure as a means of facilitating congres-
sional oversight on the condition of the banking
industry. To achieve a similar relationship and
understanding with the Congress with respect
to the Board's performance of its statutory duty
as the auditor of the Reserve Banks we suggest
that the Congress consider holding annual over-
sight hearings on this subject. We are confident
that if the Congress were to conduct such hear-
ings it would conclude, as the GAO itself con-
cluded in 1945 and 1952, that this function is
being performed well and that there is no need
for a separate or duplicative audit by GAO.
In this uncertain and inflation-prone world,
it is worth noting that the lowest rates of infla-
tion among the developed nations are evident
in the countries that have relatively independent
central banks. The abilities to restrict the growth
of the monecy supply, to neutralize heavy in-
flows of foreign capital, or to insist upon public
marketing of government deficit financing are
tests of the independence of a central bank.
Similarly, the frecdom to exercisec an inde-
pendent judgment on the credit needs of an
economy, to resist the short-run cxpedient
clamors for easy credit, and to make the hard
long-range impact decisions so neccssary for
improving our opportunities for economic sta-

bilization are hallmarks of objective central
bank policy formulation. Determination of its
own budget needs and freedom from outside
audit and influcnce on its allocation of expenses
arc indispensable clements in this fabric of in-
dependence.

In our opinion, the Congress should consider
carefully the implications of this proposed leg-
islation that will begin the process of compro-
mising the objectivity and impartiality of central
bank judgments. The Congress alrcady has an
oversight of monetary policies pursuant to
Housce Concurrent Resolution No. 133, but
could easily under this proposed bill slip into
a dominantly influential position on monctary
policies through audit criticisms or budget com-
ments without the responsibility for those poli-
cies, and thereby, severcly weaken the central
bank’s position.

Central bank independence has been croded
or extinguished in a number of countries over
the postwar period by subjugating the banks
cither to finance ministers’ domination or par-
liamentary control. I am convinced that this loss
of independence has been a significant factor
in the weakening of monetary control and has
led to a heavy stimulus to inflation. If the
Congress is concerned about the rate of money
supply growth as an important ¢lement in infla-
tion, it should look with special care upon the
monctary growth in countrics where central
banks cannot exercise relatively independent
policy judgments. tl

Statement by Arthur F. Burns, Chairman,
Board of Governors of the Federal Reserve
System, before the Committee on Banking,
Housing, and Urban Affairs, U.S. Senate,
March 10, 1977.

As you know, Mr. Chairman, [ attach special
importance to this meeting today at which I shall
report 10 you, on behalf of the Board of Gover-
nors of the Federal Reserve System, on the
condition of the banking system.

This hearing, the first of its kind for this
committee, is an outgrowth of our shared judg-
ment—the commitiee’s and the Board’s—that
there ought to exist an official forum for objec-
tive and systematic review of our banking sys-
tem. Certainly from the Board’s standpoint,
therc has been a regrettable lack of balance at
times in the past several years in public discus-
sion of banking matters. It is our hope, which
I am sure you share, that hearings of this kind
will contribute to better understanding of the
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performance of the Nation’s banking system and
in so doing will bring individual banking prob-
lems into betier perspective.

A few years ago it would have been difficult
to generate broad interest in the kind of review
this committee is now initiating. The reason,
obviously, is that from the standpoint of the
public the Nation’s banking system was adjust-
ing well to the general growth of the economy.
During the decade of the 1960’s, bankers pro-
gressively shed much of the caution that had
carried over from the Great Deptession and---
freced, as they came to be, of some of the
restraints imposced on them—-they began 1o do
things that were impressively creative.

That history of change during the 1960°s is
reasonably well known, and 1 need not dwell
on it. In brief, what bankers did was to reach
out for new business far more aggressively than
they had formerly. To that end, they devised
ncw techniques--many highly ingenious—for
gathering deposits and making loans. They
opened offices at a rate much more rapid than
the growth of the Nation’s population, and in-
creasingly cxtended their operations to new
geographic arcas and functions. Banks that pre-
viously served only local markets sought to
become regional in scope; regional banks
moved to establish a national presence; and our
Nation’s largest banks looked more and more
to opportunities abroad. As long as such growth
was outwardly free of signs of strain—as it
generally was for more than a decade—the
development met with broad approval. Com-
plaints were few—except, of course, from
banking’s competitors, who were understanda-
bly unenthusiastic about banking’s new display
of entreprencurial energy and talent. Consumers
and businessmen could only be pleased by the
enlarged range of banking services and the more
intense competition among financial institutions.

There is, however, another side to the ledger.
As often happens with evolutionary change that
is essentially constructive, the pendulum swung
too far too quickly. Excited by the profit gains,
which the drive for growth yielded in the
196()'s, a good many bankers paid less heed
than they should have to traditional canons of
banking prudence.

Most importantly, the growth of loans and
investments in the banking system proceeded
much more rapidly than did additions to the base
of equity capital. Commercial bank assects in-
creased at an average annual rate of 9 per cent
in the decade of the 1960’s and at the even more
rapid rate of 15 per cent in the first 3 years
of the 1970’s. In both periods, the rate of growth
of bank assets appreciably exceeded the growth
in the dollar value of the Nation's production—a
fact indicative of the determined cfforts banks
were making to enlarge their share of total
financing activity.

The consequence of the hard push for growth
was that, by the end of 1973, cquity capital was
cquivalent to only about 6% per cent of total
bank asscts—down sharply from 9 per cent at
the end of 1960. Moreover, the cquity capital
of banks had been leveraged by some parent
holding companies, which used funds raised in
debt markets 1o increase equity investment in
their subsidiary banks.

That thinning of the capital cushion would
have been reason cnough for some uncasiness
about banking trends as we moved into the
1970°s. But there were other reasons as well.
Of key importance was the particular way in
which asset growth was achieved. The 1960’
witnessed the birth and rapid spread of so-called
liability management by banks—a technique
that in practice involved heavy reliance on bor-
rowed funds, often very short-dated funds, to
accommodate loan requests. ‘Thus, uncasiness
was engendered not only by the rapid expansion
of assets relative 1o equity but also because that
expansion rested so heavily on volatile re-
sources,

The uncase was accentuated by the fact that,
in addition to the rapid growth of loans, com-
mercial banks proceeded with a rapid build-up
of commitments to their customers to make
additional loans in the future. A suspicion,
moreover, that banks had to some extent com-
promised previous standards of asset quality in
their drive for growth added to concern in the
carly 1970%s. So, too, did realization that the
holding company device had carried bankers
into terrain that was relatively unfamiliar. Fi-
nally, the advent of widespread floating of cur-
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rencies produced keen awareness that many of
the Nation’s larger banks, by virtue of their
international involvement, had become exposed
to additional risks. In sum, as the decade of
the 1970°s began, apprehension was emerg-
ing—and this was not confined to banking reg-
ulators—that the innovations and developments
of the 196()'s, welcome as they were in many
respects, posed some formidable challenges.

Such uneasiness as existed in the public mind
with respect to trends in banking remained rela-
tively mild, however, until 1974. The failure
of U.S. National of San Dicgo in October 1973,
followed some months later by the well-adver-
tised difficulties of Franklin National and Bank-
haus Herstatt, both ending in failures, trans-
formed the incipient unease into serious appre-
hension. Indeed, for the first time since the
1930°s major doubts began to be voiced here
and there about the soundness of our Nation’s,
and indecd the world’s, banking system.

The unhappy closing in our country of two
large banks—U.S. National and Franklin Na-
tional—was handled by the regulatory authori-
ties in a manner that caused a minimum of
disturbance to their customers and no loss at
all to their depositors. Even so, public concern
about banking coantinued. In fact, it still lingers
on in some degree, having been nurtured since
1974 by a succession of troubling c¢vents and
revelations.

Financial strains associated with the quantum
jump in oil prices—involving as they did huge
borrowing by oil-deficit nations—have contrib-
uted to unease about the health of banking. So
too has the severity of the recent recession—it-
self the product of an inflationary environment
that fostered widespread speculation. The slump
in business activity triggered a number of major
business bankruptcies entailing some well-pub-
licized loan losses for banks. The recession,
moreover, laid bare the financial weakness of
many rcal estatc investment trusts, which, as
is well known, arc heavily in debt to our Na-
tion’s banks. And the recession also played a
part in exposing New York City's financial
difficulties, thus bringing to acute national con-
sciousness the risk exposure of commercial
banks—particularly. but by no means exclu-

sively, the large New York banks—to the vicis-
situdes of municipal finances.

All of these events have at times made for
nervousness about the condition of banking, and
that situation may not change quickly. A number
of the problems impinging on banks—for ex-
ample, those related to international oil financ-
ing and those having to do with New York
City—are almost certain to kecp coming back
into the headlines. Then, too, loan losses and
loan problems often continuc months or cven
years after a recession in economic activity has
ended. The recent recession illuminated the bad
credits, indeed to a large extent caused them,
but considerable time will be required for trou-
bled debtors to work out their financial difficul-
ties. Hence, the total amounts of questionable
loans, and the number of banks classified as
problem banks becausc of a sizable volume of
such loans, may not diminish rapidly cven in
an upbeat cconomy. We ought to expect that
and not be surprised by such disclosures.

On behalf of the Federal Rescerve, I am
pleased to report that our analysis leads to the
conclusion that the Nation’s banking system has
passcd well beyond the worst of its recent
difficulties and is in fact regaining strength
steadily. This is the product of several influ-
ences—among them, corrective actions taken by
the banks on their own initiative. supcrvisory
pressure for better performance, and the recov-
ery that is under way in the general economy.

All of the widely used mecasures of bank-cap-
ital position have shown definite improvement
since 1974, reflecting a combination of much
slower growth in banking activity and sizable
additions to capital resources. Total loans and
investments of commercial banks have in-
creased at an annual rate of approximately 5%
per cent during the past 2 ycars, only about a
third of the pace that prevailed in the opening
years of this decade. A major part of the slow-
down reflects, of course, the subsidence of
credit nceds occasioned by the state of the
economy and the increased reliance of business
firms on public debt markets. But there also has
become discernible a greater sense of caution
and sclectivity on the part of bankers in extend-
ing credit. Meanwhile, in order to bolster their



capital, banks have raised substantial sums in
the longer-term debt market, and they have also
added to their equity base both by stepping up
sales of new stock and by continuing to pursue
conservative dividend policies.

Fortunately, our Nation's banks have enjoyed
refatively good protits, in part because of a new
cost consciousness that has manifested itself not
just in go-slow policies affecting the scope of
operations but in some instances also in person-
nel reductions-  something that until recently
was wholly uncharacteristic of the banking in-
dustry. Earnings of banks have been big
enough, taken in the aggregate, to absorb the
large loan losses that have occurred in lagged
response to the recession and vet permit moder-
ate gains in net income. This performance of
profits has been a key factor. of course. in
enabling banks to strengthen their capital posi-
tion by retaining a large part of carnings. It is
also worth noting that in muny of the larger
banks, profits have been bolstered by excep-
tional income gains growing out of international
activities.

The ratio of bank cquity to total assets that
[ mentioned carlier as having fallen o 642 per
cent at the end of 1973 recorded no significant
deterioration thercafter. [t tended to stabilize in
(974, then improved modestly in 1975, and
modestly again through the middle of 1976,
when it approached 7 per cent. Other available
measures of the status of bank capital -those
that take debt capital into account as well as
equity and which focus on risk assets rather than
total asscts --show cither equal or  greater
strengthening. In particular, the ratio of total
capital—that is, cquity plus  subotdinated
debt—to risk assets rose by more than a full
percentage point between the end of 1974 and
mid-1976, when it recached 10.2 per cent. Sig-
nificantly, this improvement in bank capital po-
sitions has occurred for all size classes of banks,
from the smallest to the biggest.

The growth of bank assets has not merely
slowed, but —as is typical in strength-rebuilding
phases of the kind now proceeding-—there has
been a decided improvement in the composition
of newly acquired bank assets. Between the end
of 1974 and the end of 1976, commercial banks
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added enormousty to their holdings of U.S.
Government securitics— -in all, about $47 bil-
fion. This emphasis on  liquid assets  has
strengthened the general quality of bank asset
positions. Morcover, in view ol the chastening
experience so many  banks have had, loan
officers have typically been exercising greater
care in extending new credit.

Besides the improvement in asset composi-
tion, there has been a diminished emphasis by
banks on accommodating expansion of their
portfolios by relying on short-term  borrowed
funds. The total of so-called managed liabilities
of large banks declined between December 1974
and December 1976, despite a substantial rise
in the over-all liabilities of these banks. The
relative dependence on borrowed funds that are
polentially very volatile has thus decreased. At
present, the average ratio of managed liabilities
to the total assets of Jarge banks is some 6 per-
centage points below the high recorded in the
summer of 1974,

As 1 stated carlier, it would be unrealistic,
even with the improvement now occurring in
asset quality. to expect a rapid change in the
loan-loss experience of banks. Banks for some
time will continue to wrestle with the legacy
of loans that turned sour during the recession.
Complete information on loan-loss experience
is not yet available for 1976. But such data as
we do have indicate a flattening tendency in the
net loan fosses of commercial banks, measured
as a percentage of Toans. That is an encouraging
change from 1975, when loan losses climbed
sharply. Strengthening the impression that a turn
for the better has occurred is the fact that during
1976 a decline was recorded in the proportion
of past due loans of national banks. Morcover,
preliminary data for 1976 on bank assets classi-
ficd by bank cxaminers as substandard or worse
also suggest that the dollar amount of classified
loans is no longer rising. Thus. some signs of
improvement in bank loan experience have ap-
pearcd, and these should multiply as expansion
of the cconomy continues and gives support 1o
the financial position of bank customers.

Essentially the same stabilizing tendencies are
evident with regard to banks classified by bank-
ing agencies as being in the 'problem™ cate-
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gory. When a bank is placed in such a category,
this simply means that it requires special super-
visory attention. The number of such banks
increased sharply in 1974 and 1975, but it has
since then remained substantially unchanged.
For purposes of cvaluation, it is important to
bear in mind that the composition of these lists
changes frequently as difficulties are identified
by the regulators and resolved by the institu-
tions. Thus, no inference of a lack, of progress
in overcoming specific problems should be
drawn from the recent relative stability in the
over-all number of banks on such lists. In par-
ticular, the recent stability of numbers does not
mean that there is a set of chronic **hardcore™
cases that defy remedy. We should, moreover,
keep in mind the fact that the overwhelming
majority of our commercial banks do not require
special supervisory attention.

The so-called problem banks represent only
a small percentage of the total number of com-
mercial banks in the United States—Iless than
5 per cent even at the worst readings of recent
years. And, of course, the number of banks that
actually fail is a small percentage of so-called
problem banks. The incidence of failure in the
banking industry is, indeed, very much smaller
than in other lincs of business. In the difficult
period from 1973 through 1976, there were only
39 bank failures in the United States and most
failing institutions were relatively small. As a
rule, the supervisory agencics were able to ar-
range takeovers of the failed institutions by
healthy banks. Few were liquidated; thus serv-
ices to customers were generally uninterrupted,
and losses to depositors on uninsured balances
were minimal.

The Federal Reserve Board expects the grad-
ual improvement that is under way in the con-
dition of the banking system to continue. Qur
anticipation that the general economy will ex-
pand at a good rate during 1977 and on into
next year is, of course, critical to that judgment.
But other important reasons also suggest {urther
strengthening in the banking situation.

By no means the least of these is the sobered
mood of bankers. The difficulty experienced by
some banks in issuing certificates of deposit at
times during 1974 or 1975 has clearly left its

mark. So has the embarrassment that certain
institutions suffered in having to pay a premium
rate on their certificates of deposit. Fresh is the
memory, also, of the cost and strain many banks
experienced in making good on liberally granted
commitments to extend credit. Such things as
these, combined with the shock of heavy loan
losses, appear to have significantly altered the
psychological framework within which banking
decisions are made. Liability management no
longer seems quite so wondrous to many bank-
ers, and there is clearly a new degree of appre-
ciation that commitments to lend ought not to
be undertaken lightly. Having learnced the hard
way that the business cycle is, after all, very
much alive, most bankers are likely for a time
to apply stricter standards than they did a few
years ago in making credit judgments. All in
all, the banking industry is exhibiting consid-
erable caution, which extends both to the tradi-
tional range of banking operations and to the
nonbanking activities of holding companies.
This should help to clear up old problems and
avoid new ones.

Not only bankers but also their customers are
in a more sober mood and this, likewise, bodes
well for progress towards a healthier banking
industry. Business managers in particular—
stung by their own discovery that the business
cycle is not yet dead and that huge risks are
entailed in enlarging balance-sheet totals through
short-term botrowings—have been hard at work
putting their houses in order. They have sold
sizable amounts of both long-term bonds and
equity securitics and have used the proceeds of
these sales largely to reduce short-term bank
debt and to increase their liquid assets. Those
developments, together with the continuing im-
provement of corporate earnings, certainly
ought to result in fewer new bad-loan problems
for banks and also should help progressively in
cleaning up existing problems.

[ can, morcover, assure this committee that
the Federal Reserve Board will make every
cffort to see to it that the current trend toward
a strengthened banking situation continucs. The
Board in its regulatory and supervisory actions
is adhering basically to the cautionary thrust
that was formally initiated in the spring of 1973.
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There has been no significant departure, for
instance, in our “‘go-slow™ policy toward cx-
pansion of bank holding company activities.
The list of activities generally permissible for
these companics has not been expanded since
carly 1974, and the Board has recently deter-
mined that two requested activities are not to
be permitied. Individual companics have been
allowed to expand into new arcas only when
the Board has been satisfied with their financial
condition and managerial capabilitics. On the
other hand, companies whose asset composi-
tion. capital, or liquidity raises doubts ought by
now to know that the Board will be extremely
skeptical of proposals that divert financial or
managerial resources  to new  undertakings.
Partly as a result of pointed denial of various
applications to undertake new  investments—
through which the Board has signalled to the
market its *“go-slow’” policy—the number of
requests filed with the Federal Reserve has
sharply diminished in the past 2 years. More-
over, in some instances in which applications
for expansion have been approved. the authority
1o proceed has been made conditional on im-
provement of the applicant’s capital base.

The Board intends to continue using such
leverage in the interest of assuring further im-
provement in the condition of the banking sys-
tem. The capabilitics of the Federal Reserve to
exercise a constructive influence on banker atti-
tudes and actions are numerous, cven though
our power to deal with certain problem arcas
is inadequate. Perhaps of greatest significance
is the fact that the examination and supervisory
process is being strengthened by expanded and
more timely surveillance. thereby enhancing our
ability to identify problems and to respond to
them at an carly stage. Parallel developments
to strengthen monitoring and follow-through
capabilitics are under way in the office of the
Comptroller of the Currency and at the Federal
Deposit Insurance Corporation. Coordination of
ciforts among the three agencies is, of course,
frequent.

The conclusion of the Federal Reserve Board
that the condition of the banking system is
improving does not mean that we are taking
anything for granted or that we sec no problems.

The wiser attitude that now appears to prevail
among bankers needs o be tested as the expan-
sion in economic activity proceeds. Memo-
rics-—however  painful— can  sometimes  be
short. Should we find that the lessons of the
recent past—concerning capital adequacy, ex-
cessive reliance on volatile funds, or expansion
into unfamiliar arcas— -arc no longer generally
respected by bankers, the Board will be ready
to take whatever action seems appropriate.

Nor, even now, despite stcady improvement
in real estate markets, do we have any compla-
ceney about the involvement of banks and bank
holding companics in real cstate investment
trusts (REIT’s). Many of these trusts have
avoided bankruptcy only because of the for-
bearance of creditors, and from the strained and
often touchy relationships that inevitably cxist
in such a situation, sudden flarc-ups of trouble
arc always possible. A number of REIT’s face
a significant increase of maturing medium-tern
debt later this year and in 1978. This situation
demands close attention, with the prospect that
more REIT-related Josses lie ahead for banks
and that it will be a long while before the messy
problems in that arca have been resolved.

Much the same is true of the financial
difliculties of New York City in which the New
York banks have such a substantial stake. The
working assumption must be that a solution
calming to financial markets will be devised,
but simple prudence demands that the Federal
Reserve System, because of its responsibility for
containing shocks to financial markets, be alert
to any sudden untoward turn in that troublesome
situation.

Another arca of concern with respect to the
soundness of our banking system 1s the contin-
ucd attrition in Federal Reserve membership. In
1976, 46 banks chose to give up membership
and 8 banks left the System as a result of
mergers with nonmembers. Over the past 8
years a total of 427 member banks have with-
drawn from the System, and an additional 91
have left as a result of merger. These banks
have left mainly because of the high cost of
the non-interest-carning reserves that they are
required to hold as members of the Federal
Reserve. Not a few of the banks. that dropped
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out of the System, being tinancially weak, faced
a desperate need 1o cut costs and improve prof-
its. At present 60 per cent of insured commercial
banks, accounting for about 25 per cent of
deposits, are outside the Federal Reserve Sys-
tem.

Unless the trend toward nonmembership is
reversed, the soundness of the banking system
will be jeopardized by the fact that so many
banks will not have direct access to the Federal
Reserve discount window. The availability of
the discount window- —as was demonstrated
dramatically in 1974-—is an important clement
contributing to the stability of our banking sys-
tem. There should be no assumption that corre-
spondent banks will always be able to afford
assistance to nonmembers. This is a problem
that warrants priority attention by this commit-
tee and the full Congress.

The Board also would like to see this com-
mittee focus as soon as it reasonably can on
gaps that continue to exist in the supervisory
powers of the agencics that regulate banks. On
January 31 of this year, the Board, as you know,
forwarded to this committee a regulatory reform
bill that we believe would contribute materially
to better bank supervision.

Our draft bill proposcs, among other things,
the creation of a statutory inter-agency bank
cxamination council that would establish uni-
form standards and procedures {or Federal ex-
amination of banks. The bill would also place
statutory limits on loans to insiders. As the
committee is aware, problems with insider loans
have been a major contributing tactor in a num-
ber of bank [ailures. In addition, we see a need
for change in existing ““cecase and desist’ au-
thority. At present the Board cannot remove
bank or bank holding company officers for any-
thing less than a showing of personal dishon-
esty. We believe that authority for removal,
with appropriate safeguards, ought to extend as
well to gross managerial negligence.

The bill we have proposed would also permit
out-of -State acquisition of large banks in danger
of failure. When adverse developments trigger
deposit losses that seriously weaken a bank, it
may be necessary in the public interest to com-
bine the weakened institution with a larger and

stronger bank. As you know, this recently oc-
curred in New York and California, where large.
in-State banks were available to acquire the
problem banks involved. Had institutions of the
size of Franklin National or U.S. National failed
in certain other States, no in-State bank would
have been large enough to acquire them. In such
circumstances, the ability to arrange acquisi-
tions across State boundarics would become
urgent.

These specific legislative changes would be
helpful. From a broader perspective, it is vital
to make membership in the Federal Reserve
more attractive—perhaps by providing for lower
reserve requirements or allowing the System to
pay interest on the reserve balances that member
banks maintain. Moreover, in view of the ex-
panding presence of foreign banks in the United
States-—with asscts here that now exceed $75
billion—the Board believes it important to sub-
ject foreign banks to the same Federal rules and
regulations that apply to domestic banks. To
strengthen our banking system. we therefore
urge adoption by the Congress of legislation on
foreign banking such as the House of Repre-
sentatives passed last year.

I have dwelt thus far on the condition of the
banking system in relation to the activities that
banks carry on in our domestic markets. A
proper assessment must take into account as
well the role of our banks abroad. That role
has expanded enormously, and the pace of
growth has been cspecially fast in the last sev-
cral years. The indebtedness of forcigners to
U.S. banks and their foreign branches rose
annually during the past 3 yecars by about 20
per cent. It is important to recognize in this
connection that most of the expansion in foreign
lending by our banks has been madc possible
by funds raised abroad.

As the world economy keeps getting bigger,
some year-to-year increase in the international
loan portfolios of U.S. banks is a normal oc-
currence. But the recent pace of bank lending
to foreigners goes beyond anything that can
be explained in terms of the growth of cither
world economic activity or international trade.
In addition, it reflects three developments: first,
the cnormous rise of financing needs around the
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world that was occasioned by the quintupling
of oil prices: sccond, the willingness of Ameri-
can banks to respond o those financing needs:
third, the growth of multinational corporations
and the internationalization of banking through
the Euro-currency markets.

The sharp increase of oil prices did not in
and of itself give rise to a need for financing
activity of the kind American banks have been
engaged in. Theoretically, at Ieast. the Organi-
zation of  Petroleum  Exporting  Countries
(OPEC) group, recognizing the scvere payments
imbalances they had caused, could themselves
have become bankers on a major scale. We
know, of course, that they largely avoided the
route of extending credit directly to the countries
that were buyers of their oil but instead funneled
their huge surpluses into a variety of tinancial
assets—chicfly bank deposits. They  thereby
shifted the banking opportunity--and with it.
of course, the burden of credit evaluation—to
others. which meant mainly the large American
and European banks that the OPEC group used
as depositories. The fact that things might have
happened otherwise is something we should not
forget, since in the years immediately ahead -if
serious oil-related payments imbalances per-
sist—it may yet be necessary 1o urge upon the
OPEC group a much more active role as bankers
than they have so far played.

American banks, as is well known, responded
along with other banks to the “‘reeyceling’ chal-
lenge. serving since 1974 a very substantial
intermediary role between the OPEC group and
the countrics whose external payments had de-
teriorated because of OPEC pricing. The fact
that loan demand within the United States was
relatively weak in 1975 and 1976 undoubtedly
has been a factor helping to sustain an unusually
high rate of foreign lending activity by our
banks.

The sharp increase of oil prices, to say noth-
ing of the worldwide recession, caused cxten-
sive dislocations in the world cconomy; but
much more serious difficulties would have oc-
curred if commercial banks here and elsewhere
had not acted as they did. There simply was
no official mechanism in place in 1974 that
could have coped with recyeling of funds on

the vast scale that then became necessary, The
supportive role that American and other com-
mercial banks played in this situation thus pre-
vented financial straing from cumulating dan-
gerously, and this role continues even now.
Certainly, our cxport trade and the general
cconomy have been helped- and are being
helped—by  banking’s role in  international
lending.

This 1s not to say there have been no excesses
or that expansion of international lending by
American banks can continue at an undimin-
ished pace. Even though losses on foreign loans
have been small- -indeed, relatively  smaller
than on domestic loans—-the Federal Reserve
Board is concerned about the enlarged risk ex-
posure of our banks. [ personally have voiced
apprehension about various aspects ol these
international lending activities in both private
and public discussion.

The rapid expansion of credit to the non-oil
“less developed countries™ (LDC's) warrants
particularly close attention. The total indebt-
edness of such countries to American banks
alone approximated $45 billion at the end of
1976. These countrics also owe substantial sums
to foreign banks, official institutions, and others.
The fact that the aggregate external indebtedness
of these countries may run to somcthing like
$180 billion has been well publicized.

Of course, total debt figures --and more im-
portantly the interest charges flowing  {rom
them—nced to be viewed in the context of the
levels of production and exports of the non-oil
1.DC's. lLooked at in those terms, they are
decidedly less worrisome.  Nevertheless,  the
ratio of the external debt to exports and also
the ratio of the external interest burden to ex-
ports have deteriorated for most non-oil 1.DC's
in recent years, although some stabilizing tend-
encies did emerge in 1976. In some countries,
such ratios have rcached levels that justify
serious concern and that point to the need for
determined stabilization policies. In the absence
of such policies, diflicultics may be encountered
in rolling over existing debt or borrowing to
meet new requirements.

This situation demands a heightened sense of
caution on the part of our banks in managing
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their international loan portfolios, and such
caution does in fact appear to be emerging.
Here too, though, the Board will be watchful
of developments. As part of a broader effort
to improve knowledge of international lending
activities, we are currently engaged in a joint
project with other central banks to obtain a more
accurate size and maturity profilc of the indebt-
edness to banks of individual countries. Such
data should prove useful to bankers as they
proceed to cvaluate credit requests by foreign-
ers. The Board has communicated its intent to
be both helpful to banks and watchful of their
activities, The latter point is currently being
signaled, for example, by an informal survey
of bank practices in defining, monitoring, and
controlling risk in international lending.

The Board’s judgment about the condition of
the international loan portfolios of American
banks is not casily summarized. We have been
concerned with the rapidity of the rise in foreign
lending, and we believe that here and there a
slowing must occur —to rates of growth, gener-
ally, that arc consonant with expansion of the
debt-servicing capabilitics of individual bor-
rowing countrics. Such slowing, it should be
appreciated, may well involve some problems
for the international economy, since the struc-
tural payments imbalances that have occasioned
such heavy bank lending to foreign countries
are not going to disappear rapidly. The inference
is clear that a strong cooperative cffort is more
than ever necessary—involving, among others,
official international agencies, the Group of Ten
countrics, OPEC, the non-oil LLDC’s, and the
private banks. Unless we succeed in devising
sound financial alternatives, serious strains in
the world cconomy may develop.

In closing, let me say that [ am sensitive to

the fact that the statement I have made this
morning—despite its length—by no means re-
views the condition of our banking system as
fully as would be desirable. Some of the matters
[ have touched on are extremely complex, and
that inhcrently creates risks that relatively brief
trecatment may give rise to misunderstandings.

[ particularly hope that the emphasis [ have
placed on the need for caution in credit exten-
sion will not be misunderstood. In banking, as
in other pursuits, a fine line exists between being
too cautious and not being cautious enough. At
the Federal Reserve Board, we certainly do not
want cawtion to be overdone in the sense of
having our bankers be unresponsive to the needs
of creditworthy borrowers, either at home or
abroad. Nor do we as supervisors, despite our
obligation to be watchful, seek to substitute our
judgments for those of on-line bankers in de-
ciding who should get credit. We have neither
the capacity nor do we have the desire to play
such a role.

The legitimate credit needs of our citizens and
our businesses must be met if our economy—
and indecd the world economy—is to prosper.
It is precisely for that reason that the Federal
Reserve is pursuing a policy of adding steadily
to our banking system’s resources, and yet
doing so on a scale that will not reignite the
fires of inflation. Our banks are in a good
position to serve the needs of their communities.
They have been extending impressive amounts
of credit to consumers, to farmers, and to those
in nced of mortgage credit. As the demand for
business credit strengthens, that too will be
reasonably accommodated. | hope that in
dwelling on other considerations this morning,
I have created no misimpressions about this
critical matter. ]
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MELETING HELD ON JANUARY [7-18, 1977

L. Domestic Policy Directive

Preliminary estimates of the Commerce Department indicated that
growth in rcal output of goods and scrvices (real gross national
product) had slowed to an annual rate of 3.0 per cent in the fourth
quarter. from 3.9 per cent in the third quarter and 4.5 per cent
in the second. Such estimates also indicated that average prices— -as
measured by the fixed-weighted index for gross domestic business
product- had risen at an annual rate of 5.0 per cent in the fourth
quarter, compared with 4.3 per cent in the third and 5.2 per cent
in the second.

According to those estimates, a sharp curtailment in business
inventory accumulation during the fourth quarter had been the main
factor in the reduction of growth in real output. The rise in business
expenditures for fixed capital had also slowed, but total final
purchascs had risen at a somewhat more rapid pace than in the
third quarter: in fact, at an annual rate of 4.8 per cent, growth
in real final sales exceeded that in the first two quarters as well.
In the fourth quarter personal consumption expenditures had ex-
panded sharply and residential construction had risen at an acceler-
ated pace.

The stall projections suggested that the rate of growth in real
GNP would increase appreciably in the first quarter of 1977 as
the decline in business inventory accumulation came to a halt.
Growth in linal purchases ol goods and services in real terms was
projected to be sustained; it was expected that the rise in business
investment in fixed capital would pick up while the expansion in
personal consumption expenditures and in residential construction
would moderate somewhat from the high rates in the fourth quarter
of 1976.

Stall projections for subsequent quarters of 1977 incorporated
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assumptions that rebates of Federal income taxes and one-time
payments to recipients ol social security would be disbursed in
the second quarter: that both personal income taxes and corporate
taxes would be reduced; and that I'ederal spending for job-creating
programs would be expanded. Reflecting these assumptions as well
as expectations of a strengthening in business fixed investment,
the projections suggested that real GNP would grow at a moderately
faster pace than in the first quarter. It was expected that the rate
of increase in the fixed-weighted price index for gross business
product would change relatively little during 1977.

Retail sales---which had strengthened considerably in October
and November- - -were indicated by the advance estimate to have
riscn sharply further in December, with gains fairly widespread
among categories of stores, The rise in the fourth quarter as a
whole had been much larger than that in the third.

The number of new domestic automobiles sold rose to an annual
ratc of about 9% million in December, the highest rate in more
than 3 years. To some extent, however, the rise reflected recovery
from the strike that had limited sales in October and November:
sales for the fourth quarter as a whole—at an annual rate of about
8% million—were down a little from the third-quarter pace. The
nunber of foreign models sold was the same in the fourth quarter
as in the third.

Indicators of residential construction activity had remained strong
in recent months. Private housing starts rose sharply in December
to an annual rate of more than 1.9 million units, the highest since
August 1973, Starts in the fourth quarter. at an annual rate of
about 1.8 million units, were up 15 per cent {from the third quarter.
Although residential building permits declined somewhat in De-
cember, from the third to the fourth quarter they rose about as
rapidly as starts. Mortgage commitments outstanding at savings
and loan associations had risen $1 billion further in November to
a record level of $24.5 billion.

In contrast with developments in markets for consumer goods
and scrvices and for housing, current indicators of business fixed
investment had been relatively weak. New orders for nondefense
capital goods had declined sharply in November, and the average
for October and November was only a little above that for the
third quarter. Contract awards for commercial and industrial build-
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ings--measured in terms of floor space --also had declined sharply
in November and the average for October and November was below
that of both the sccond and the third quarters.

Morcover, such indicators of business investment as shipments
of nondefense capital goods, sales of trucks, and expenditures for
nonresidential construction suggested that actual business outlays
for plant and equipment would not show the strong gain in the
fourth quarter that had been indicated by the Department of Com-
merce survey of spending plans taken in late October and No-
vember. That survey had also suggested that the increases planned
for the first two quarters of 1977 would be no greater than the
rise in prices. On the other hand, a later Department of Commerce
annual survey, conducted in December, indicated that businesses
were planning to spend 1.3 per cent more for plant and equipment
in 1977 than in 1976, Thus, it appeared that the shortfall in the
fourth quarter of 1976 might be made up carly in 1977 and that
capital spending might strengthen further during the course ol the
year,

The index of industrial production—which had risen 1.2 per cent
in November, more than recovering the losses in the preceding
2 months caused in part by strikes—rose 0.7 per cent further in
December. Expansion in production of motor vehicles accounted
for a large share ol the over-all gain in December, but increases
were widespread among other final products and also among mate-
rials other than metals. Qver the 12 months ending in December
1976 the total index had risen about 7 per cent.

Payroll employment in nonfarm establishments expanded con-
siderably in Deccember- —reflecting mainly increases among the
service-producing industries, although employment in manufac-
turing also increased somewhat. The average factory workweek
was unchanged, after having recovered in November from the
effects of strikes. As measured by the household survey, total
cmployment had increased in December while the civilian labor
force had changed little, and the unemployment rate declined from
8.1 to 7.9 per cent. Most of the reduction in unemployment was
among adult men; for this group, the ratec declined from 6.5 to
6.2 per cent.

The advance in personal income ~which had been large in
November, in part because of the ending of major strikes- —was
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even larger in December. Gains in wage and salary payments were
widespread among industrics, and large increases were reported
for farm proprietors’ income and for dividend payments.

The index of average hourly carnings for private nonfarm pro-
duction workers advanced at an annual rate of about 5 per cent
in December, somcwhat less than in the two preceding months.
Over the 12 months of 1976 the index rose about 6% per cent,
compared with about 8 per cent over the 12 months of 1975,

The rise in the wholesale price index for all commoditics re-
mained rapid in December. Average prices of farm products and
foods rose substantially, in large part because of sizable increases
for pork, oilseeds, coffee, cocoa beans, tea, and fresh fruits and
vegetables. The rise in average prices of industrial commodi-
ties—which had accelerated around midycar—slowed to a relatively
low rate, mainly reflecting a reduction in prices for natural gas.
Sizable increases were recorded for steel mill products, fabricated
metal products, lumber and wood products, and refined petroleumn
products. Over the 12 months ending in December, the index for
all commaodities rose about 4% per cent, as industrial commoditics
advanced about 6% per cent and farm products and foods declined
about 1 per cent.

The average value of the dollar against leading foreign currencies
declined in December, but then it recovered somewhat as U.S,
market intercst rates rose not only in absolute terms but also in
relation to rates in European markets. The pound sterling strength-
ened following negotiation of a $3.9 billion standby arrangement
with the International Monetary Fund and subsequent announce-
ment of a plan to scek an orderly reduction in the reserve currency
role of sterling.

The U.S. foreign trade deficit increased in November, and the
average for October and November was close to the substantial
rate for the third quarter. For the 2-month period both exports and
imports were somewhat below their high rates in the third quarter.

Total credit at U.S. commercial banks rosc little during De-
cember after 2 months of sizable increases. Bank holdings of
Treasury securities and of mortgages expanded during December,
but bank holdings of other securities declined; outstanding loans
to businesses contracted slightly following 2 months of appreciable
expansion. Over the fourth quarter bank loans to businesses grew
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at an annual rate of about 9'%2 per cent. However, about one-third
of the growth in such loans represented acquisitions of bankers
acceptances by some commercial banks.

The volume of commercial paper outstanding rose sharply during
December for the sccond consccutive month. The volume issued
by nonfinancial corporations cxpanded appreciably, after having
declined in October and having risen only a little in November.
Over the fourth quarter the combined total of nonfinancial com-
mercial paper and business loans at banks grew at an annual rate
of almost 102 per cent.

The narrowly defined money stock (M-1),' which had grown
at an annual rate of almost 14 per cent in October and had been
unchanged in November, expanded at a rate of about 8 per cent
in December. From the third to the fourth quarter, M-1 grew at
a rate of 6 per cent. Over the year from the fourth quarter of
1975 to the fourth quarter of 1976, growth had been about 5%
per cent,

Growth in M-2 and M-3% - -which had moderated in November
but had still remained substantial—accelerated somewhat in De-
cember, reflecting the renewal of growth in M-1. Inflows of the
time and savings deposits included in these broader aggregates were
almost as large as in November. Although there had been reports
of recent reductions in interest rates paid on these deposits by some
institutions, such rates in general remained more attractive than
yields available on competing market instruments. From the third
to the fourth quarter, M-2 and M-3 grew at annual rates of about
12 and 14 per cent, respectively. Over the year ending in the fourth
quarter of 1976, growth had been 11 per cent for M-2 and 12%
per cent for M-3.

At the December meeting, the Federal Open Market Committee
had decided to maintain prevailing bank reserve and monecy market
conditions. provided that monetary aggregates appecarcd to be

'M-1 is composed of private demand deposits and curreney in circulation.

A2 includes M- 1 and commercial bank time and savings deposits other than
large denomination certificates of deposit. M 3 includes M-2 and deposits at
nonbank thrift institutions (savings and loan associations, mutual savings banks,
and credit unions).
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growing at about the rates then expected. Over most of the inter-
mecting period incoming data suggested that the aggregates were
growing at about the expected rates, and the Manager of the System
Open Market Account conducted operations with a view to main-
taining the Federal funds rate close to 4% per cent- —the level
prevailing at the time of the December meeting. Near the end of
the inter-meeting period, incoming data began to suggest that over
the December—January period growth in M-1 would be somewhat
above the range that had been specificd by the Committee but that
growth in M-2 would be near the midpoint of its range. With the
Committee scheduled to meet in a few days, the Manager continued
to aim for a Federal funds rate of about 4% per cent, although
with a little greater willingness 1o tolerate small deviations above
that rate than below it.

Interest rates gencrally changed little during the latter half of
December. In carly January, however, substantial upward pressures
developed, particularly on rates for intermediate-term Treasury
issues——in part, apparently, because market expectations of some
further decline in the Federal funds rate were not realized. Interest
rates also appeared to be influenced by indications of improvement
in the outlook for cconomic activity, by a more rapid rate of growth
in M-1 than had been generally anticipated. and by announcement
of the incoming administration’s fiscal proposals, Advances in rates
over the inter-meeting period ranged from 10 to 40 basis points
for short-term instruments, from 45 to 60 basis points for interme-
diate-term Treasury issucs, and from 10 to 25 basis points for
long-term corporate and Treasuty bonds.

Gross issues of bonds offered to the public by domestic corpora-
tions amounted to nearly $2% billion in December—more than
twice the reduced volume of November- -and the total of such
issues in January was expected to exceed $3 billion. Most of the
new offerings in December had been from lower-rated industrial
and finance companies, but in January a number of highly rated
industrial companies were also offering new issucs, apparently to
take advantage of the still relatively favorable interest rates. In
addition, several utility companies announced intentions to ad-
vance-refund or to call bonds issued in 1969 and 1970 when interest
rates on such obligations had been substantially higher.

Although the volume of new State and local government bond
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offerings dropped in December, it was large for the fourth quarter
as a whole. Declines in rates on municipal bonds to relatively low
levels in the fourth quarter had cncouraged State and local govern-
ments to pre-refund higher-cost issues, to accelerate olferings that
had been scheduled for later dates, and to continue reducing their
reliance on short-term issues. In 1976 the volume of new issucs
of State and local government bonds was nearly 15 per cent larger
than in 1975-the previous record yecar—while the volume of
short-term financing declined.

The U.S. Treasury had raised $4 billion of new money in the
5 weeks since the December FOMC meeting, and it was expected
to raise a larger amount in the 4 weeks following this mecting.
The terms of the ‘Treasury’s mid-February refunding were due to
be announced on January 26. Of the issues maturing in mid-Febru-
ary, only $2.1 billion were held by the public, and the Treasury
was expected to take that occasion to raise several billion dollars
of new money.

In primary mortgage markets, rates on new commitments for
conventional home loans declined in December and carly January.,
In sccondary mortgage markets, rates declined during December
by more than in the primary markets, but they turned up in carly
January along with yields on other market securities.

It appeared likely that over-all demands for funds in scecuritics
markets would continue 1o be sizable during the months just ahcad.
Cash borrowing by the U.S. Treasury and Federal agencices com-
bined was expected to remain large. Bond issues by business
corporations and State and local governments secemed likely to
continue heavy, partly because of widespread cxpectations that
interest rates would be advancing later in the year. At the same
time, however, it appeared likely that institutional investors would
continue to have a sizable volume of funds available for investment
in bonds.

In the discussion of the cconomic situation at this meeting,
members of the Committee agreed that the outlook for growth in
real output of goods and services had strengthened. Attention was
called to the recent surge in retail sales -and the resulting im-
provement in inventory positions—and to the increasing strength
in housing starts. It was suggested that, as a consequence of recent
developments, business fixed investment was likely 10 increase
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more during the coming year than had been cxpected heretofore
and that expansion in over-all ecconomic activity might well accel-
erate to a relatively rapid pace. It was also observed, however,
that even if growth in rcal GNP during 1977 were significantly
greater than projected by the staff, rates of resource use in the
fourth quarter of the year still would not appecar to be excessive;
indeed, unemployment would still be relatively high. Because of
the character of the fiscal measures in prospect and for other
reasons, one or two members remarked that the rate of expansion
in economic activity in 1977 was likely to be uneven.

Although Committee members in general now held a more
favorable view of the economic situation and outlook than they
had a month or two ago, attention was called to a number of
problems. For one, the severity of the winter weather and its impact
on the availability of fuels for industrial use posed a threat to output
and employment in some parts of the country. Even though the
unemployment rate was still unacceptably high, current and
prospective rates of inflation also remained a source of major
concern.

A measure of concern was also provoked by certain aspects of
the Federal budget, after incorporation of assumptions about the
new administration’s fiscal proposals. It was noted that the high-
employment deficit was projected to increase substantially in cal-
endar 1977—to the highest level in relation to GNP since 1976—
and that relatively large high-employment deficits tended to tighten
financial markets and to exert upward pressurcs on interest rates.
Should intermediate- and long-term interest rates rise significantly
during 1977, it was observed, expansion in business fixed invest-
ment might well be less than would seem desirable. Concern also
was expressed that the proposed second phase of the 2-year package
of fiscal measures might overstimulate economic activity at a late
stage in the expansion, as had happened at times in the past.

At this meeting the Committee reviewed its 12-month ranges
for growth in the monetary aggregates. In carly November the
Committec had specitied the following ranges for growth over the
period from the third quarter of 1976 to the third quarter of 1977:
M-1, 4% to 6% per cent; M-2, 7% to 10 per cent; and M-3, 9
to 11% per cent. The associated range for growth in the bank credit
proxy was 5 to 8 per cent. The ranges being considered at this
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meeting were for the period from the fourth quarter of 1976 to
the fourth quarter of 1977,

In commenting on the ranges for growth in the monctary aggre-
gates over the period from the fourth quarter of 1976 to the fourth
quarter of 1977. most members concurred in a suggestion that the
existing range for M-1 be retained and that the lower linits of
the ranges for M-2 and M-3 be reduced by Y2 of a percentage
point. Several of these members indicated that they would also
be agrecable to retaining the existing ranges for all three moncetary
aggregates.

In connection with the proposal favored by most members, it
was noted that M-2 had increased 10.9 per cent over the course
of 1976, compared with an average yearly rise of 8.3 per cent
in the preceding decade; and that M-3 had increased 12.4 per cent
over 1976, compared with an average yearly rise of 8.8 per cent
in the preceding 10 years. Growth of the broader measures of
money over 1976 had been unusually rapid in relation to growth
of M-1. In large part this reflected ongoing changes in financial
markets that reduced reliance on demand deposits for transactions
purposes; it also reflected the attractiveness of interest rates paid
on time and savings deposits in relation to rates on market instru-
ments.

It was also noted that growth rates of M-2 and M-3 from the
third to the fourth quarter of 1976 had exceeded the ranges adopted
by the Committee in carly November. For the period ahead,
therefore, the ranges favored by most members would imply a
moderation of growth in these aggregates.

Several members of the Commitiee suggested that in the period
ahcad a significant slowing of growth in the time and savings
deposits included in the broader aggregates was likely to develop.
They noted that some banks and thrift institutions already had
reduced the rates they were offering on such deposits and had taken
other steps to slow inflows. Morcover, in 1976 growth in M-2
and M-3 had been sustained by shifts of funds from outstanding
market sceurities to time and savings deposits, and the effect of
such stock adjustments was likely to be less important in 1977,
Thus, growth rates of the broader aggregates scemed likely to slow
both in absolute terms and in relation to growth of M-1.

The downward adjustments of the lower limits of the projected
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ranges for M-2 and M-3 reflected this possibility. They also
reflected the Committee’s intention to continue to move gradually
toward longer-run rates of monetary expansion consistent with
gcneral price stability. In this connection, it was noted that since
April 1975, when [-year growth ranges were first established for
the monetary aggregates, the Committee had taken a number of
small steps in pursuit of that objective. It was observed that the
Committee ought to continue doing so in order to re-establish a
foundation for economic stability over the longer term. At the same
time, however, it was suggested that retaining the existing range
for M-1 at this time would be consistent with cfforts to accelerate
the pace of economic expansion and to reduce unemployment from
its unduly high rate.

One member suggested a variation of the proposal concurred
in by most members: '2 of a percentage point reduction in the
upper, rather than in the lower, limits of the ranges for M-2 and
M-3 along with retention of the existing range for M-1. Another
member, noting the influence of innovations in financial markets,
expressed the view that for some time the Committee’s longer-run
ranges for M-2 and M-3 had not been consistent with its range
for M-1; therefore he suggested reducing the range for M-1 to
4 10 6 per cent and making small upward adjustments in the ranges
for M-2 and M-3, leaving the ranges for the broader aggregates
still well below the rates of growth from the third to the fourth
quarter of 1976. Against the suggestion for a reduction in the range
for M-1, it was observed that the staff projections of nominal GNP
in combination with growth of M-I within the existing range
implicd a sizable risc in the income velocity of M-1 in 1977, ¢ven
after allowance for further contributions to the rise in velocity from
inancial innovations.

At the conclusion of its discussion the Committee arrived at a
consensus calling for retention of the existing range for M-1 and
reductions of % of a percentage point in the lower limits of the
ranges for M-2 and M-3. The ranges thus were 42 to 6% per
cent for M-1, 7 1o 10 per cent for M-2, and 8'%2 to 11% per cent
for M-3. The associated range for the rate of growth in the bank
credit proxy was 7 to 10 per cent. It was agreed that the longer-run
ranges, as well as the particular aggregates for which such ranges
were specified, would be subject to review and modification at
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subsequent meetings. It also was understood that short-run factors
might cause growth rates from month to month to fall outside the
ranges contemplated for the year ahead.

The Committee adopted the following ranges for rates of growth
in monetary aggregates for the period from the fourth quarter of
1976 to the fourth quarter of 1977: M-1, 4% (0 6% per cent; M-2,
7 to 10 per cent; and M-3, 8% 10 11%2 per cent.

Votes for this action: Messrs. Burns, Volcker,
Balles, Black, Coldwell. Gardner, Jackson, Kim-
brel, Lilly, Partec, Wallich, and Winn. Voles
against this action: None.

As to policy Tor the period immediately ahcad, members dillered
little in their preferences for ranges ol growth in the monetary
aggregates over the January-February period. Tor M-1, most
members favored a range of 3 to 7 per cent; a number of members
preferred 3% to 7% per cent, and one suggested 4 to 7 per cent.
For M-2, most members favored a range of 7 to 11 per cent, while
some preferred 7%2 to 11% per cent.

Differences of view were somewhat greater concerning the range
for the Federal funds rate. A number of members preferred a
relatively narrow range, one of %2 or % per cent, centered on the
prevailing level of 4% per cent or on 4% per cent—in large part
because, in their view, financial markets at present were in a
sensitive state. Other members preferred a wider range centered
on a rate of 4% per cent--specifically, 4% to 5% per cent—because
they belicved that additional leeway for System operations should
be provided in the event that over the January -February period
growth in the aggregates appeared 1o be deviating significantly from
the rates now expected.

One member suggested that the Committee give greater weight
than usual to money market conditions in conducting open market
operations in the period until the next meeting---as it had decided
to do at its December meeting—because of the uncertainties asso-
ciated with projections of growth in monctary aggregates around
the year-end. However, most members preferred to have operating
decisions in the period ahcad based primarily on the behavior of
the monetary aggregates.

At the conclusion of the discussion the Committee decided to
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seck bank reserve and money market conditions consistent with
moderate growth in monetary aggregates over the period ahead.
Specifically, the Committce concluded that growth in M-1 and M-2
over the January—February period at annual rates within ranges of
3 to 7 per cent and 7 to 11 per cent, respectively, would be
appropriate. It was understood that in assessing the behavior of
the aggregates, the Manager should continue to give approximatcly
equal weight to the behavior of M-1 and M-2.

It was agreed that until the next mecting the weckly-average
Federal funds rate might be expected to vary in an orderly way
within a range of 4% to 5 per cent. It was also agreed that carly
in the inter-mecting period the Manager should aim for a Federal
funds rate in the area of 4% to 4% per cent, with specific operating
decisions to depend in part on the state of sccurities markets. As
customary, it was understood that the Chairman might call upon
the Committee to consider the need for supplementary instructions
before the next scheduled meeting if significant inconsistencies
appeared to be developing among the Committee’s various objec-
tives.

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

The information reviewed at this meeting suggests that growth
in real output of goods and services slowed somewhat further in
the fourth quarter, mainly because of a sharp decline in the rate
of inventory accumulation. In December retail sales increased
sharply, following strong gains in the preceding 2 months. Industrial
production and total employment rose further, and the uncmploy-
ment rate dectined from 8.1 to 7.9 per cent. The wholesale price
index for all commodities rose substantially, reflecting a sharp
increase in average prices of farm products and foods; the rise in
average prices of industrial commodities slowed, owing largely to
declines in prices of fuels. The advance in the index of average
wage rates over recent months has remained below the rapid rate
of increase during 1975.

The average value of the dollar against lecading foreign currencics
declined in December but has since recovered somewhat. The pound
sterling strengthened following negotiation of an IMF standby ar-
rangement and of a medium-term facility to offset reductions in
official sterling balances. In November the U.S. forcign trade deficit
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increased, bringing the October- November average deficit to about
the third-quarter rate.

M1, which was unchanged in November, expanded appreciably
in December; from the third to the fourth quarter growth in -1
was moderate. Inflows of the time and savings deposits included
in AM-2 and M-3 were almost as large in December as in November.
and growth in these broader aggregates was substantial. [nterest
rates changed little in late December but recently have moved up.

In light of the foregoing developments. it is the policy of the
Federal Open Market Comimnittee to foster financial conditions that
will encourage continued economic expansion while resisting infla-
tionary pressures and contributing 1o a sustainable pattern of inter-
national (ransactions.

To implement this policy. while taking account of developments
in domestic and international tinancial markets, the Committee seeks
10 achieve bank reserve and money market conditions consistent
with moderate growth in monetary aggregates over the period ahead,

Votes for this action: Messrs. Burns, Volcker,
Black. Coldwell, Gardner, Jackson. Kimbrel, Lilly,
Partee, Wallich, and Winn. Vote against this action:
Mr. Balles.

Mr. Balles dissented from this action for the following reasons,
In view of recent financial market innovations, he believed that
the course of real GNP and prices now bore a closer relationship
to the behavior of M-2 than to that of M-1. Therefore. he was
concerned about the fact that growth in M-2 had been exceeding
the Committee’s longer-run range and about the consequent impli-
cations for future inflation. Accordingly, he thought that in the
period ahead the System should aim initially for a Federal funds
rate of about 4% per cent and should be prepared 1o aim over
the course of the period for a rate as high as 5% per cent if the
aggregates, especially M-2, appeared to be growing at rates signif-
icantly higher than the longer-run ranges.

2. Agrcements in Connection with Credit Facility
Relating to Official Sterling Balances

For some time prior to this meeting discussions had been under

way among representatives of central banks of the Group of Ten
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countries and Switzerland in regard to a medium-term standby
credit facility relating to official sterling balances for the Bank of
England. Concurrently, officials of the U.S. Treasury Department
and the Federal Reserve System had been considering arrangements
for U.S. participation in such a facility. As announced on January
10, an agrecement in principle for a $3 billion facility was reached
at a meeting in Basle, Switzerland, by representatives of the Bank
for International Sctilements (BIS), the Bank of England, and a
number of other central banks, including the Federal Reserve. The
U.S. share was $1 billion, to be provided through the Federal
Reserve System and the U.S. Treasury’s Exchange Stabilization
Fund (ESF). At this meeting the Committee ratified the agreement
rcached in Basle and arrangements made with the Treasury Depart-
ment for Federal Reserve-Treasury participation.

The objective of the Basle agreement was to help the United
Kingdom achieve an orderly reduction in the reserve currency role
of sterling and thus to avoid the kind of disturbances to the
international monctary system that had occurred at times in the
past as a result of fluctuations in official sterling balances. In
general, the agreement provided for the extension of a $3 billion
facility to the Bank of lingland by the BIS, with backing, as
necessary, by the other participants, for a period of 2 years—and
for a third year if mutually agreed upon by the participants. For
its part, the United Kingdom agreed to veduce official sterling
balances to working levels over the “*drawdown’ period. In cx-
change for official holdings of sterling, it would offer negotiable
bonds denominated in currencies other than sterling and having
maturities of 5 to 10 years. The Bank of England would be entitled
to draw on the credit facility to the cxtent necessary to finance
recductions in official sterling balances other than those associated
with sales of forcign currency bonds. Repayments would begin
at the end of the “*drawdown’ period and would be completed
within the succeeding 4 years.

It was understood that eligibility to draw on the standby credit
facility would be conditional on continuing cligibility of the United
Kingdom to draw on the $3.9 billion credit recently negotiated
with the International Monetary Fund (IMF). The facility could
also be suspended if the United Kingdom were not making reason-
able efforts to achicve reductions in official sterling balances; the
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Managing Director of the IMF was being asked to assist in making
a determination on this score.
With respect to U.S. partticipation, the Federal Reserve and the

Treasury had agreed that if the United States were required to

provide financing to the BIS in support of the standby facility,
the funds would be provided initially by the Federal Reserve
through its existing swap arrangement with the BIS. taking the
form of a usual 3-month swap. subject to three renewals. Should
such financing be required continuously for more than one year,
however. it would subscquently be provided by the Treasury, acting
through the Exchange Stabilization Fund. Risk associated with such
financing., whether provided by the Federal Reserve or the ESE,
was to be borne equally by the two.

Votes for ratification of these agreements: Messrs.
Burns, Volcker, Balles. Black, Coldwell, Gardner,
Jackson, Kimbrel, Lilly, Partee. Wallich, and Winn.,
Voles against ratification: None.

.

3. Agreement to “‘Warchouse’ Currencies
for the Exchange Stabilization Fund

At this meeting the Committee agreed 1o a suggestion by the
Treasury that the Tederal Reserve undertake to ‘“*warchouse™
forcign currencies held by the ESEF—that is, to make spot pur-
chases of forcign currencies from the ESF and simultancously to
make forward sales of the same currencies to the ESF—if that
should prove necessary to enable the ESF to deal with potential
liquidity strains.  Specifically, the Committee agreed that the
Federal Reserve would be prepared, if requested by the Treasury,
10 warchouse up to $1% billion of ecligible foreign currencies, of
which half would be for periods of up to 12 months and half for
periods of up to 6 months.,

In the discussion it was noted that such warchousing operations
had proved uscful from time to time in the past, on occasions
when the resources of the ESI had been inadequate to meet all
the demands on them. It was also noted that, while the present
agreement 1o warchouse currencies did not have a specific terminal
date. it would be subject to review by the Committee at its
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organizational meeting cach March in connection with the regular
review of all outstanding authorizations. The members concurred
in an observation that no modilications in the warchousing arrange-
ment were likely to be proposed at the next organizational meeting.
which was only 2 months away. but that the Committee could
decide to reconsider the arrangement at a subsequent organizational
mecting.

Votes to approve the warchousing arrangement:
Messrs. Burns, Volcker, Balles, Black, Coldwell,
Gardner, Jackson, Kimbrel, Lilly, Partece. Wallich,
and Winn. Votes to disapprove: None.

Records of policy actions taken by the Federal Open Market Comumittee at cach
meeting, in the form in which they will appear in the Board's Annual Report.
are released about a month after the meeting and are subsequently published i
the Burreri~.
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Statutes, regulations, interpretations, and decisions

RULES REGARDING
AVAILABILITY OF INFORMATION

The Board of Governors has amended its Rules
Regarding Availability of Information as required
by the Government in the Sunshine Act.

Fffective March 12, 1977, section 261.6(a) 1)
is amended to read as follows:

SECTION 261.6—-
Exemptions from Disclosure

() * %

(1) is specitically authorized under criteria
established by an Executive order to be kept secret
in the interests of national defense or foreign
policy and is in fact properly classified pursuant
to such Executive order, or is specifically ex-
cmpted from disclosure by statute (other than
section 352b of Title 5 United States Code) pro-
vided that such statute (A) requires that the matiers
be withheld from the public i such a manner as
to leave no discretion on the issue, or (13) estab-
lishes particular criteria for withholding or refers
to particular types ol matters to be withheld;

INTERPRETATION OF REGULATION Y

Statement of policy concerning divestitures by
bank holding companies. - From time to time the
Board of Governors receives requests from com-
panies subject to the Bank Holding Company Act,
or other laws administered by the Board, to extend
tme periods specitied either by statute or by Board
order for the divestiture of assets held or activities
engaged in by such companies. Such divestiture
requiremients may arise in a number of ways. For
example. divestiture may be ordered by the Board
in connection with an acquisition found to have
been made in violation of faw. In other cases the
divestiture may be pursuant 1o a statutory require-
ment imposed at the time an amendment to the

Act was adopted, or it may be required as a result
of a foreclosure upon collateral held by the com-
pany or a bank subsidiary in connection with a
debt previously contracted in good faith. Certain
divestiture periods may be extended in the disere-
tion of the Board. but in other cases the Board
may be without statutory authority, or may have
only limited authority. to extend a specified dives -
titure period.

In the past. divestitures have taken many dif-
ferent forms, and the Board has followed a variety
of procedures in enforcing  divestiture  require-
ments. divestitures may  occur  under
widely disparate factual circumstances, and be-
cause such foreed dispositions may have the po-
tential for causing a scrious adverse economic
impact upon the divesting company, the Board
belicves it s important o maintain a large measure

Because

of flexibility in dealing with divestitures. For these
reasons, there can be no fixed rule as o the type
of divestiture that will be appropriate in all situa-
tions. Tor example, where divestiture has been
ardered to terminate a control relationship created
or maintained in violation of the Act, it may be
necessary to impose conditions that will assure that
the unlawful relationship has been fully terminated
and that it will not arise in the future. In other
circunmstances, however, less stringent conditions
may be appropriate.

1. Avoidance of Delays in Divestitures. Where
a specitic time period has been lixed for accom-
plishing divestiture, the atlected company should
cendeavor and should be encouraged to complete
the divestiture as carly as possible during the
specific period. There will generally be substantial
advantages to divesting companics in taking steps
1o plan for and accomplish divestitures well before
the end of the divestiture period. For example,
delays may impair the ability of the company to
realize full value for the divested assets. for as
the end of the divestiture period approaches the
“forced sale™ aspect of the divestiture may lead
potential buyers to withhold firm oflers and to
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bargain for lower prices. In addition, because
some prospective purchasers may themselves re-
quire regulatory approval to acquire the divested
property. delay by the divesting company may—
by leaving insuflicient time to obtain such approv-
als—have the cffect of narrowing the range of
prospective purchasers. Thus, delay in planning
for divestiture may increase the likelihood that the
company will seek an extension of the time for
divestiture if difficulty is encountered in securing
a purchaser, and in certain situations, of course,
the Board may be without statutory authority to
grant extensions.

2. Submission and Approval of Divestiture Plans.
When a divestiture requirement is imposed, the
company allfected should generally be asked to
submit a divestiture plan promptly for review and
approval by the Reserve Bank or the Board. Such
a requirement may be imposed pursuant to the
Board's authority under section 5(b) of the Bank
Holding Company Act to issue such orders as may
be necessary to enable the Board to administer and
carry out the purposes of the Act and prevent
evasions thereof. A divestiture plan should be as
specific as possible, and should indicate the man-
ner in which divestiture will be accomplished- —for
example, by a bulk sale of the assets to a third
party, by ‘“‘spinoff” or distribution of shares to
the sharcholders of the divesting company, or by
termination of prohibited activities. In addition.
the plan should specify the steps the company
expects to take in elfecting the divestiture and
assuring its completeness, and should indicate the
time schedule for taking such steps. In appropriate
circumstances, the divestiture plan should make
provision for assuring that ‘*controlling influence™’
relationships, such as management or financial
interlocks, will not continue to exist.

3. Periodic Progress Reports. A company sub-
jeet to a divestiture requirement should generally
be required to submit regular periodic reports
detailing the steps it has taken to effect divestiture:
Such a requirement may be imposed pursuant to
the Board’s authority under scction 5(b) of the
Bank Holding Company Act, referred to above,
as well as its authority under section 5(¢) of the
Act to require reports for the purpose of keeping
the Board informed as to whether the Act and
Bourd regulations and orders thereunder are being
complied with. Reports should set forth in detail
such matters as the identities of potential buyers
who have been approached by the company. the
dates of discussions with potential buyers and the

identities of the individuals involved in such dis-
cussions, the terms of any oflfers received, and the
reasons for rejecting any olfers. In addition, the
reports should indicate whether the company has
cmployed brokers, investment bankers or others
to assist in the divestiture, or its rcasons for not
doing so. and should describe other efforts by the
company to seck out possible purchasers. The
purpose of requiring such reports is to insure that
substantial and good faith efforts are being made
by the company to satisfy its divestiture obliga-
tions. The frequency of such reports may vary
depending upon the nature of the divestiture and
the period specified for divestiture. However, such
reports should generally not be required less fre-
quently than cvery three months, and may in
appropriate cases be required on a monthly or even
more frequent basis. Progress reports as well as
divestiture plans should be afforded confidential
trcatment.

4. Extensions of Divestiture Periods. Certain
divestiture periods- such as the December 31,
1980 deadline for divestitures required by the 1970
Amendments  to the Bank Holding Company
Act—are not extendable. In such cases it is im-
perative that divestiture be accomplished in a
timely manner. In certain other cases, the Board
may have discretion to extend a statutorily pre-
scribed divestiture period within specified limits.
For example, under section 4(¢)(2) of the Act the
Board may extend for three onc-year periods the
two-year period in which a bank subsidiary of a
holding company is otherwise required to divest
shares acquired in satisfaction of a debt previously
contracted in good faith. In such cases, however, '
when the permissible extensions expire the Board
no longer has discretion to grant further exten-
sions. In still other cases, where a divestiture
period is prescribed by the Board. in the exercise
of its regulatory judgment, the Board may have
broader discretion to grant extensions.

Where extensions of specified divestiture pe-
riods are permitted by law, extensions should not
be granted except under compelling  circum-
stances. Neither unfavorable market conditions,
nor the possibility that the company may incur
some loss, should alone be viewed as constituting
such circumstances- —particularly if the company
has failed to take carlier steps to accomplish a
divestiture under more favorable circumstances.
Normally, a request for an extension will not be
considered unless the company has established that
it has made substantial and continued good faith
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cilorts 1o accomplish the divestiture within the
prescribed period. Futhermore, requests for exten-
sions of divestiture periods must be made sufli-
ciently in advance of the expiration of the pre-
scribed period both to enable the Board to consider
the request in an orderly manner and to cnable
the company to cffect a timely divestiture in the
event the request for extension is dented. Compa-
nies subject o divestiture requirements should be
aware that a failure to accomplish a divestiture
within the preseribed period may in and of itself
be viewed as a separate violation of the Act.

5. Use of Trustees. In appropriate cases a com-
pany subject to a divestture requircment may be
required to place the assets subject to divestiture
with an independent trustee under instructions 1o
accomplish a sale by a speciticd date. by public
auction il necessary. Such a trustee may be given
the responsibility for exercising the voting rights
with respect 1o shares being divested. The use of
such a trustce may be particularly appropriate
where the divestiture is intended to terminate a
control relationship established or maintained in
viofation of law, or where the divesting company
had demonstrated an inability or unwillingness to
take timely steps o effect a divestiture.,

6. Presumptions of Control. Bank holding
companies contemplating a divestiture should be
mindful of section 2(g)(3) of the Bank Holding
Company Act. which creates a presumption of
continued control over the transferred assets where
the transferee is indebted to the transferor, or
where certain interlocks exist, as well as section
225.2 of Regulation Y, which scts forth certain
additional control presumptions. Where one of
these presumptions has arisen with respect to di-
vested assets, the divestiture will not be considered
as complete until the presumption has been over-
come. It should be understood that the inquiry into
the termination ol control relationships is not lim-
ited by the statwtory and regulatory presumptions
of control. and that the Board may conclude that
a control relationship still exists even though the
presumptions do not apply.

7. Role of the Reserve Banks. 'The Reserve
Banks have a responsibility for supervising and
enforcing divestitures. Specifically. in coordina-
tion with Board stafl they should review divestiture
plans o assure that proposed divestitures will
result in the termination of control relationships
and will not create unsafe or unsound conditions
in any bank or bank holding company; they should
monitor periodic progress reports to assure that

timely steps are being taken to cffect divestitures;
and they should prompt companies to take such
steps when it appears that progress is not being
made. Where Reserve Banks have delegated au-
thority to extend divestiture periods. that authority
should be exercised consistently with this policy
statement.

INTERPRETATIONS OF REGULATION 7

On December 29,0 1976, the Board published
for comment three sample lease disclosure state-
ments as proposed oflicial Board interpretations of
Regulation 7 (41 FR 56657). The statements were
proposed for use in conjunction with three types
of lease transactions: (1) open-end or finance ve-
hicle leases  (Interpretation §  226.1501), (2)
closed-end or net vehicle leases (Interpretation §
226.1502), aud (3) furniture leases (Interpretation
§ 226.1503).

Thirty written comnments on the proposal were
received. The comments have been given caretul
consideration and, on the basis of the comments
and its own analysis, the Board has revised the
interpretations and has issued them in final form.

The comments generally supported the design,
format and use of simplified language in the forms.
The instructions were generally considered ade-
quate by the commenters; revisions 1o the instruc-
tions will be discussed below. The completed
forms provided by the Board. which were not part
of the interpretations, have not been reproduced
in final form. They appeared to be a source of
confusion, and the Board is concerned that the
provision of contract terms merely as illustrations
would be misconstrued as approval of those terms
for use by lessors.

The forms have not been reduced to one page
for this publication. They will be printed as soon
as possible, republished in the Federal Register
and made available in limited quantities to inter-
ested parties.

The Board wishes to emphasize, as it did in
the December 29. 1976, publication. that these
forms are not the exclusive method of compliance
with the Consumer [easing Act and the imple-
menting Regulation. Lessors are permitted to de-
sign other formats by which compliance may be
achieved. Lessors that do choose 10 use the forms
issued by the Board, however, must not alter the
wording or sequence of the disclosures, except to
the extent that provisions have been made for
deletion or substitution of terms.,
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Any napplicable disclosure should be deleted.
The titles of the forms and the numbering system
may be changed or deleted, but care should be
taken that consistency is maintained in the refer-
ences to item numbers in the disclosures. The
statement that the disclosures are provided pursu-
ant to Federal law may be deleted or changed.
Brackets have been provided around disclosures
which are alternative in nature (c.g., the purchase
option disclosures).

The following changes have been made to the
interpretations:

1. A statement that the disclosures are provided
pursuant to the Federal Consumer Leasing Act has
been added to at the top of all three disclosure
statements. A similar statement at the beginning
of Item 14 in § 226.1501 has been deleted. A
comment was received that the placement of that
statement in Item {4 implied that the other disclo-
sures are not required, when in fact they are.

2. In ltem 2 of the vehicle lease statements (88
226.1501 and 1502) the words “*Body Style™ have
been substituted for the words “"Body Make™ and
the term **Vehicle [D #°" has been substituted for
“Serial #°7 in response to comments that these
terms more accurately reflect business usage. In
Item 2 of the furniture lease statement (§
226.1503). the term *‘*Price” has been deleted
from the description: it is not a required term and
appeared to be confusing as it is suspectible of
a varicty of definitions.

3. In response o a number of written com-
ments, the Board has significantly changed the
disclosures of the payment due at consummation
and the periodic payment. In order to avoid double
disclosure, the proposal provided for disclosure in
the open-end vehicle lease statement only of those
clements of these two disclosures which were to
be used in calculating the ““Total Lease Obliga-
tion.”” As a consequence, there were no disclo-
sures of the total payment made by the lessee at
consummation or the total monthly payment.
Commenters felt that disclosure of these inclusive
totals was more important than the avoidance of
double disclosure.

The Board has therefore amended § 226. 1501,
Items 3 and 4, to provide these totals, Ttem 3(a)
consists of those elements of a total payment duc
at inception which will be used to caleulate “*Total
Lease Obligation.”” Item 3(b) consists of all other
clements of that total initial payment. Item 4(a)
consists of that portion of the total monthly pay-
ment which is attributable to rent. depreciation,

profit and sales/use tax on that payment, It will
be used in calculating the ““Total Tease Obliga-
tion.”” Item 4(b) contains all other charges which
may be incurred on a monthly basis by the Iessee.
Lessors should refer to the form’s specific instruc-
tions for further guidance.

The closed-end vehicle lease and the furniture
lease forms have been revised to provide similar
totals without the separate clements, as there is
no total fease obligation disclosure in those types
of leases.

4. All instructions in the forms themselves have
been deleted and placed in the accompanying
instructions in response 1o comments that the
forms could be more casily reproduced without
them.

5. The forms have been revised to provide
disclosures for lcases with monthly payment
schedules. The majority of consumer leases appear
to have monthly schedules, and differing periodic
terms can be casily substituted where a lease
provides otherwise.

6. The sequence of disclosure has been changed
to provide a more meaningful format.

7. The disclosures in Item 4 regarding the
number, amounts and due dates of periodic pay-
ments have been revised to provide the number
of scheduled payments and a simpler method of
determing the ““Total of Basic Monthly Pay-
ments™ in § 226.1501.,

8. The insurance disclosure in all statements
(Item 9) has been revised to permit disclosure of
optional as well as required insurance.

9. lem 10 in the open-end lease statement has
been amended to permit the lessor to state what
type of value (c.g., wholesale or retail) is heing
placed on the vehicle at the end of the term. A
similar gpace is provided in Item 14(b).

It has also been amended to state that the les-
see’s liability for the estimated value of the vehicle
“may be’’ (rather than *tis™") limited. Comments
stated that the lessee’s liability for this sum may
in fact be unlimited.

10. Ttem 14 (End of Term Liability) of §
226.1501 has been revised to provide the follow-
ing:

(1) A more precise statement of the lessee’s
liability at the end of the term by stating that the
lessee may have liability beyond that for the dif-
ference between estimated and actual values as a
result of disposition charges, unpaid traflic tickets
and other charges incurred under the lease (ltem
14(a)).
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(b) A reference 1o the standards used to deter-
mine unrcasonable or excessive wear or use, if
the lessor sets such standards (Item 14¢a) ).

(<) Space has also been added in which the
lessor may sct forth the type of appraisal to be
obtained by the lessee (14(b)).

1. Ttem 13 in § 226.1502 (closed-end vehicle
statement) has been amended 1o provide disclosure
of the lessee’s right to an appraisal at carly ermi-
nation where the charge for such carly termination
is based on the estimated value of the vehicle.
A similar disclosure has not been provided in the

BANK HOLDING COMPANY AND

furniture statement as it does not appear o be a
common term in {furniture leases.

12, The instructions have been revised o pro-
vide further guidance for use of the forms.

In consideration of the forcgoing the Board
issues the following interpretations of 12 CFR Part
226, cffective March 23, 1977, The forms and
instructions arc avaliable upon request from Pub-
lications  Scrvices, Division of  Administrative
Services, Board of Governors of the Federal Re-
serve System, Washington, D.C. 20551.

BANK MERGLR ORDERS ISSUED BY THE BOARD OF GOVERNORS

ORDERS UNDER SECTION 3
oF BANK HoLpING COMPANY ACT

Bankstock One., Inc..
Ovzark, Arkansas

Order Denving Formation of
Bank Holding Company

Bankstock One. Inc., Ozark, Arkansas. has
applied for the Board’s approval under § 3(ay(1)
of the Bank Holding Company Act (12 U.S.C.
§ 1842¢(1)) of formation of a bank holding
company through acquisition of 80 per cent or
more of the voting shares of Bank of Ozark,
Ovzark, Arkansas (**Bank’").

Notice of the application. alfording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(b)
of the Act. The time for filing comments and views
has expired. and the Board has considered the
application and all comments reeeived in light of
the factors set forth in § 3¢¢) of the Act (12 U.S.C.
§ 1842(¢)).

Applicant is a nonoperating corporation orgiun-
ized under the laws of Arkansas for the purpose
of becoming a bank holding company through the
acquisition of Bank. Upon acquisition of Bank,
Applicant would hold less than 1 per cent of the
total deposits in commercial banks in the State.!
Bank (deposits of approximately $20. 1 million) is
the larger of two commercial banks in the relevant
banking market? and holds 63.8 per cent of total

'As of Seprember 30, 1976,
*The relevant banking market is approximated by Franklin
County. Arkansas. Market data is as of December 31, 1975,

deposits in commercial banks in the market. Inas-
much as this proposal represents essentially a
reorganization of existing ownership interests, the
acquisition of Bank by Applicant would not have
any significant adverse effect upon cither existing
or potential competition within the relevant bank-
ing market.

The Board has indicaled on previous occasions
that it believes that a holding company should
constitute a source of financial and managerial
strength to its subsidiary bank(s) and that the
Board will closely examine the condition of an
applicant in cach case with this consideration in
mind. As part of the subject proposal, Applicant
would assume a substantial portion of the debt
incurred by Applicant’s principal in acquiring his
shares of Bank. Applicant proposes to service this
debt over a 12-year period, through dividends to
be declared by Bank and tax benefits to be derived
from filing consolidated tax returns. In the Board’s
view, Applicant’s financial projections over the
debt-retirement period appear to be unduly opti-
mistic and it does not appear that Applicant will
possess the financial flexibility necessary to meet
its annual debt service requirements while main-
taining adequate capital at Bank. If Bank’s growth
continues at or near its historical rate,” total capital

*Applicant has projected that Bank s assets will grow at an
annual rate of 8B per cenl. However, Bank has experienced
average annual asset growth of 2007 per cent aver the past
five years. Liven il o as Applicant has suggested, Bank's asset
growth over the past five vears has been the result of nonrecur
ring circumstances, Applicant’s asset growth projections ap-
pear unealistic  In 1976, Bank assets grew at an annual rate
of approximately 16 per cent. Over the past live years, the
average annmal prowth rate of all Arkansas banks has been
approximately 15 per cent,
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funds of Bank as related 1o its total assets would
become insutlicient because Applicant’s substan-
tial debt servicing requirements would not permit
Bank to increase its capital by carnings retention
in amounts sufficient to keep pace with Bank’s
assct growth. The Board is of the view that it
would not be in the public interest to approve the
formation of a bank holding company with an
initial debt structure that could result in the weak-
ening ol Bank’s overall flinancial condition. Ac-
cordingly, the Bouard concludes that the consid-
erations relating to Applicant’s and Bank’s finan-
cial resources and future prospects weigh against
approval of the application. Morcover, in light of
Bank’s recent operating history, the Board con-
cludes that financial and managerial resources of
Applicant and Bank lend little weight toward ap-
proval of the instant application.

As stated previously. consummation of this
proposal would merely result in a restructuring of
Bank’s present ownership. No significant changes
in Bank’s operations or in the services to be
offered to Bank’s customers are contemplated.
Consequently, considerations relating to the con-
venicnee and needs of the community to be served
are consistent with, but lend no weight oward,
approval.

On the basis of all of the circumstances con-
cerning this application, the Board concludes that
the financial considerations involved in this pro-
posal present adverse circumstances bearing upon
the financial resources and future prospects of both
Applicant and Bank. Such adverse factors are not
outweighed by any procompetitive effects or by
benefits that would result in serving the conven-
ience and needs of the community. Accordingly,
it is the Board’s judgment that approval of the
application would not be in the public interest and
that the application should be denied.

On the basis of the record, the application is
denied for the reasons summarized above,

By order of the Board of Governors, effective
February 25, 1977.

Voting for this action: Chairman Burns and Gover-
nors Gardner, Wallich, Coldwell, Jackson, Partee, and
Lilly.

(Signed) Grirvrri L. GARWOOD,

|sear) Deputy Secretary of the Board.

The Berlin City Bank,
Berlin, New Hampshire

Order Denying Retention of Bank Shares

The Berlin City Bank, Berlin, New Hampshire
(“*Applicant’”), has applied for the Board’s ap-
proval under §3(a)(1) of the Bank Holding Com-
pany Act (12 U.S.C. §1842(a)(1)) to continue to
be a bank holding company through the retention
of 50.3 per cent of the voting shares of The White
Mountain Trust Company, Gorham, New Hamp-
shire (**Bank’’).

Notice ot the application, affording opportunity
for interested persons to submit comments and
views, has been given in accordance with §3(b)
of the Act (12 U.S.C. §1842(b)). The time for
filing comments and views has expired, and the
Board has considered the application and all com-
ments received in light of the factors set forth in
§3(¢) of the Act (12 11,S8.C. §1842(¢)). Included
among the comments received and considered by
the Board were submissions by and on behalf of
the Bank Commissioner of the State of New
Hampshire; The North Country Bank, Berlin, New
Hampshire; Gorham Savings Bank. Gorham. New
Hampshire: Edward J. Reichert; and the manage-
ment of The White Mountain Trust Company.

As a result of Applicant acquiring a majority
of Bank’s voting shares carly in 1975 (Applicant’s
acquisition of a majority of Bank’s voting shares
in violation of the prior approval requirement in
the Bank Holding Company Act is described in
detail below), Applicant became a bank holding
company controlling a total of $34.4 million in
commercial bank deposits, which represents 2.3
per cent of the total deposits in commercial banks
in New Hampshire, and is the cighth banking
organization in that State.! Although retention of
Bank (which accounts for 0. 1 per cent of Statewide
commercial bank deposits) would not have signif-
icant adverse effeets upon the concentration of
banking resources in New Hampshire, retention
would have significant adverse competitive effects
within the relevant banking market.

In analyzing the competitive cftects of a reten-
tion proposal under §3(a) of the Act. the Board
considers the competitive consequences of  the
acquisition at the time it was made. Based upon

AN banking data are as of December 31, 1975,



Law Department 269

its analysis, the Board must conclude that approval
of the mstant proposal would amount to a counte-
nancing by the Board of the significant adverse
competitive consequences that resulted from the
original acquisition of Bank by Applicant.

Bank (S1.-4 million in deposits) is the smallest
of the three commercial banks operating in the
Berlin-Gorham bunking market* and controls ap-
proximately 2.8 per cent of market deposits. Berlin
City Bank is the largest and clearly the dominant
commercial bank in the market controlling ap-
proximately 66.2 per cent of market deposits.
Applicant’s acquisition of a majority of Bank’s
voting shares had a number of significantly adverse
competitive consequences: Applicant increased its
market share to close to 70 per cent of commercial
bank deposits and thereby increased the already
high level of concentration of banking resources
in the market; a significant amount of existing
competition between Berlin Clity Bank and Bank
was climinated:® future competition was adversely
atfected by the removal of Bank as an independent
conpetitive  alternative  in the  Berlin-Gorham
banking market (thereby reducing alternatives in
the market from three o two), and the closed-town
status of Gorham was preserved. Approval of this
proposal would have the ceffect of sanctioning the
above-described  significant adverse  competitive
consequences. Accordingly. on the basis of the
forcgoing and other facts of record. the Bourd
concludes that competitive considerations relating
to this application weigh sufliciently against ap
proval so that it should not be approved unless
the anticompetitive ellects are clearly outweighed
by benefits to the public in meeting the conven-
ience and needs of the communities to be served.

The financial resources and future prospects of
Applicant and Bank are regarded as satisfactory
and consistent with approval of the application.
In addition 1o such considerations. among  the
factors enumerated in §3(¢) of the Act that the
Board must consider in acting on an application
under the Act are the managerial resources of the

I'he Berlin Gorham bankig miarket. which is the relevan
nrarket within winch 1o assess the competinve efiects ol this
application. includes the tive towns of Berlin, Gorham. Milan,
Randolph, and Shelburne.

FThe tecord shows that Bertin City Bank derives demand
depaosits from Gorham residents equal 10 66 per cent of those
held by Bank  Inowenms of Joans, Berlin City Bank has over
three times the dollar volume ol loans outstanding o Gorharn
residents as Bank does

applicant. As the Board has recently indicated,!
the reference 10 "managerial resources™ does not
refer solely (o the business abilities of management
or to its past financial success. The legistative
history of §3(¢) makes it clear that this factor
relates not only to management’s competencee but
also to management’s disposition to conduct the
allairs of the bank holding company in accordance
with the requirements of law. In assessing the
managerial resources of an applicant. the Board
must thus consider all the factors that bear upon
the competence and quality of the management of
any entity secking approval to become a bank
holding company. The Board has previously stated
that when it comes to its attention that an acquisi-
tion has been made without the requisite prior
approval of the Board., whether or not such viola-
tion of the law appears to have been “willful,™”
such conduct may reflect so adversely upon the
managerial factors i connection with an applica-
tion for permission to retain the illegally acquired
interests that the conduct, in and of itself, consti-
tutes grounds for denial of such an application.
In the course of processing this application, it
has come to the Board's attention that during
January 1975, Applicant’s management learned
that a competitor bank, 'The North Country Bank,
Berlin, New Hampshire. was actively making ef-
forts to purchase stock of Bank in an attempt to
obtain control. In an cflort to forestall the acquisi-
tion of Bank. and **to protect its market position,”’
Applicant’s board of directors authorized its pres-
ident to investigate the legality of purchasing
shares of Bank. On February 13, 19750 Applicant
sought the advice of a New Hampshire law firm
and wus informed that it would need the Federal
Reserve Board’s prior approval before it could
acquire more than 25 per cent of the outstanding
voting shares of Bank. On the same day, Applicant
was advised by one of its directors, an attorney,
that it was his opinion that Applicant could acquire
as many shares of Bank as it desired without being
in contravention of the Bank Holding Company
Act. Thereafter. during the period of February 14,
1975, to March 10, 1975, Applicant acquired a

"Board Order ol July 29, 1976, denyg the application ot
Forida National Banks ol Florida to acqure Citizens Bank
of Bunnell (1976 Tederal Reserve BUrrn nin 696): and Board
Order ol Janoary 14, 1977 denying the application ol Seilon,
Inc.. 1o rewin shares in Nevada National Bancorporation,
Reno, Nevada,
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majority (151) of Bank's outstanding voting
sharcs, without the Board's prior approval. By
letter of April 4, 1975, the Federal Reserve Bank
of Boston advised Applicant that it had in fact
violated the Bank Holding Company Act.

Scction 3(a) of the Act provides that it shall
be unlawful, except with the prior approval of the
Board, **. . . (1) for any action to be taken that
auses any company to become a bank holding
company.’” Section 2¢(a)(1) of the Act provides
that ***bank holding company’ means any com-
pany which has control over any bank or over any
company that is or becomes a bank holding com-
pany by virtue of this Act.”” Section 2(a)(2)(A)
of the Act further provides that any company has
control over a bank or over any company if “'(A)
the company dircctly or indirectly owns,
controls, or has power to vote 25 per centum or
more of any class of voting sccuritics of the bank
or company.”’

On the basis of the facts of record, the Board
concludes that Berlin City controls Bank within
the mceaning of §2¢(a)(2)(A) ol the Act. The Board
further concludes that Berlin City violated §3(a)(1)
of the Act by acquiring control of Bank and
thereby causing itself to become a bank holding
company without the prior approval of the Board.

In view of Berlin City’s failurc to resolve the
contradictory legal advice it received which, in the
Board’s view. it was under a legal obligation to
clarify, and s subsequent acquisition of control
of Bank, insofur as this application is concerned,
Applicant’s management has not demonstrated a
disposition to conform the conduct of Applicant’s
affairs with the requirements of the Bank Holding
Company Act. Section 3(a) of the Act requires
prior approval for such acquisitions, and where
an acquisition is made without obtaining such prior
approval under circumstances such as those pre-
sented here, the Board believes it should not
approve an application to retain an illegally ac-
quired interest and thercby allow the offending
party to receive the benefit from its violative act.

There is no evidence in the record that the
banking nceds of the communities to bhe served
are not currently being adequately served. Appli-
cant has proposed to expand certain of Bank’s
services; however, in the context of this applica-
tion, these considerations are not sufficient to out-
weigh the significant adverse competitive factors
and managerial considerations  associated  with
Applicant’s above-described violation of the Act.
Accordingly, it is the Board’s judgment that ap-

proval of the application would not be in the public
interest and that the application should be denied.?

On the basis of the record, and for the reasons
summarized above, the application is hereby de-
nied. Moreover, in view of such action Applicant
is hereby ordered to take all appropriate and nec-
essary steps to divest itself of the shares of Bank
unlawfully acquired and to effect a complete and
cllective divestiture of its interest and control over
Bank no later than 60 days from the effective date
of this Order.

By order of the Board of Governors, effective
February 10, 1977.

Voting for this action:Chairman Burns and Governors
Gardner, Wallich, Coldwell, Partee, and Lilly. Absent
and not voting: Governor Jackson.

(Signed) GrIFETH .. GARWOOD,

[stAl] Deputy Seciretary of the Board.

“In its consideration of the subject application. the Bourd
has also considered the comments submitted by those opposing
the application, and this Order reflects a consideration of those
views. In addition, the management ol Bank has requested
that the Board hold a hearing on the application. Under § 3(b)
of the Act, the Board is required 10 hold a hearing only when
the primary supervisor of the bank 10 be acquired recommends
disapproval of the application. In this case. the Commissioner
of Bunking of the State of New Hampshire has not recom:
mended that the application be denied. Thus, there is no
statutory requirement that a hearing be held and in view of
its denial action, the Bourd believes that no useful purpose
would be served by ordering a hearing in connection with this
application.

Byron B. Webb, Inc.,
Yalmyra, Missouri

Order Approving Retention and
Acquistion of Bank Shares

Byron B. Webb, Inc., Palmyra, Missouri, a
bank holding company within the meaning of the
Bank Holding Company Act. has applicd for the
Board’s approval under § 3(a)(3) of the Act (12
U.S.C. § 1842(a)(3)) to acquire 33.2 per cent of
the voting shares of Palmyra State Bank, Palmyra,
Missouri (**Bank™), and to retain an additional
15.8 per cent of the outstanding voting shares of
Bank.

Notice of the application, affording opportunity
for intercsted persons (o submit comments and
views, has been given in accordance with § 3(b)
of the Act. The time for iling comments and views
has expired, and the Board has considered the
application and all comments received in light of
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the factors set forth in § 3i¢) of the Act (12 U.S.C.
§ 1842(¢)).

Applicant is a one-bank holding company by
virtue of its ownership since 1961 of more than
25 per cent of the outstanding voting shares of
Bank. At the present time, Applicant owns ap-
proximately 47.4 per cent of the outstanding vot-
ing shares of Bank.' Bank, one of the smaller
commercial banks in Missouri, is located in Pal-
myra, Missouri, and is the third largest ol four
banks in its relevant market arca, which is ap-
proximated by Marion County. With total deposits
of 5151 million. Bank holds approximately 22.0
per cent of total market deposits.® Applicant pro-
poses 1o acquire 33.2 per ocent (9,962 of the
outstanding voting shares) of Bank and also re-
quests permission 1o retain 158 per cent (4,766
of the outstanding voting shares) of Bank that was
acquired without the Board’s prior approval ® Be-
cause Applicant’s proposul involves the acquisi-
tion and retention of shares in a bank that Appli-
cant already controls. it appears that consumma-
tion of the proposal would not eliminate existing
or potential competition, nor would it increase the
coneentration of banking resources. Thus, com-
petitive considerations are consistent with approval
ol the application,

The financial and managerial resources and fu-
ture prospects of Applicant and Bank are regarded
as satislactory and consistent with approval of the
application. Although there will be no immediate
changes in the services offered by Bank as a result
of consummation of the proposal. considerations
relating to the convenience and needs of the com
munity to be served are consistent with approval
of the application. Therefore. it is the Board’s
judgment that the proposal is consistent with the

'Applicant, a tamily owned company, 15 a company cov
cred in 197077 as dehned in & 2thy of the Act and engapes
in the tollowing activities under the exemption i § lepin
of the Act: ta) ownership and management ot income produc
g real property. and by holding narketable securities and
Joans for Applicant’s own account.

AL bankg dita are as of December 300 1975,

fBetween June 1Toand Auguse 50019760 Applicant acqured
ES 8 par cent ot outstineding voting shares ¢L766 shares)y ol
Bank without the Board™s prior approval - In accord with the
Board™s positton with respect 1o viokations of the Act, the Board
has serutinized the underlymg Lacts surrounding the acquisition
of Bank™s shares. Upott an examination ot all the Tacts ol
record. including Apphieant’s undestaking 1o poard againsd
violations in the tuture. the Board s ot the view that the Tacts
concerning the violtion are not such as would call tor denial
of the apphcation

public interest and that the application should be
approved.

On the basis of the record, the application is
approved for the reasons summarized above. The
transaction involving the acquisition of additional
shares shall not be made (a) before the thirtieth
calendar day following the eflective date of this
Order or (b) 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 St. Louis pursuant
to delegated authority.

By order of the Board of Governors. effective
February 16, 1977,

Voting for this action: Chairman Burns and Gover-
nors Gardner. Wallich., Coldwell. Jackson, Partee, and
Lilly.

(Signed) Grierrin 1. GARWOOD.

[stia1 ] Deputy Secrerary of the Board.

First Bancorp, Inc.,
Corsicana. Texas

Order Approving Continuation of
Control Relationship with Bank

First Bancorp. Inc.. Corsicana, Texas, a bank
holding company within the meaning of the Bank
Holding Company Act. has applied for the Board's
approval under § 3(ax2) of the Act (12 U.S.C.
§ 1842¢ax2)) and § 225.2(b)(2) of the Board's
Regulation Y (12 C.I-.R. 225.2(b)(2)) regarding
a rebuttable presumption of control, to continue
its control relationship with First National Bank,
Fairfield, Texas ("Bank™).

Notice of the application, aflording opportunity
for interested persons to submit comments and
views. has been given in accordance with § 3(b)
of the Act. The time for filing comments and views
has expired. and the Board has considered the
application and all comments received in light of
the factors set forth in § 3(¢) of the Act (12 U1.8.C.
§ 1842(¢)). No evidence has been submitted o
indicate that Applicant does not control Bank.

Applicant, the 39th largest banking organization
in Texas, controls seven banks with aggregate
deposits of $124.8 million, representing .26 per
cent of the total deposits in commercial banks in
the State.! In addition, Applicant owns <4.800

"AlL banking dala e as of December 31 1975,
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shares or 24 per cent of the outstanding voting
stock of Bank and one of Applicant’s ofticers owns
2 per cent of Bank’s voting shares, therebhy giving
rise to a rcbuttable presumption that Applicant
controls Bank under section 225.2(b)2) of Regu-
lation Y. When informed of the existence of the
presumption, Applicant indicated that it did not
wish to rebut this presumption, but instead has
applied to retain the control relationship.

Bank is the third largest of five banks in the
relevant banking market with deposits of  $6.5
million representing 19.5 per cent of market de-
posits.? Applicant’s nearest subsidiary bank is lo-
cated 34 miles north of Bank in a separate banking
market. Inasmuch as Applicant’s present subsidi-
arics and Bank arc located in separate banking
markets and do not compete with one uanother,
there would be no adverse effects on existing
competition as a result of approval of this pro-
posal. Moreover, it does not appear that potential
competition would be adversely aftected. Accord-
ingly, competitive considerations are consistent
with approval of the application.

The financial and managerial resources of Ap-
plicant and Bank arc regarded as satisfactory and
the future prospects for cach appear favorable.
Accordingly, banking factors arc consistent with
approval, Although there will be no change in the
services offered by Bank, convenience and needs
considerations arc also consistent with approval of
the application. Therefore, it is the Board's judg-
ment that continuation of Applicant’s control rela-
tionship with Bank is consistent with the public
intcrest and that the application should be ap-
proved.?

On the basis of the record, the application is
approved for the reasons summarized above.

By order of the Board of Governors, effective
February 22, 1977,

£The relevant banking market is approximated by Ireestone
County, Texas.

TAS o result of this order. continuation of the existing
relationship between Applicant and Bank is approved. and
Bank will be deemed to be a subsidiary of Applicant for the
purposes of the Bank Holding Company Act and regulations
issued pursuant thereto. However, approval of the instant
application does not indicate that the Board would in the future
permit Applicant to acquire any additional shares of Bunk.
Any such action would require a separate application under
section 3 of the Act and would be considered by the Bourd
in light ot the factors set forth in the Act.

Voting for this action: Chairman Burns and Gover-
nors Gardner, Wallich, Coldwell. Jackson, Partee, and
Lilly.

(Signed) THEODORE L, ALLISON,

[sEai) Sccretary of the Board.

First National Boston Corporation,
Boston, Massachusetts

Order Approving Acquisition of Bank

First National Boston Corporation, Boston,
Massachusetts, a bank holding company within the
meaning of the Bank Holding Company Act, has
applicd for the Board's approval under § 3(a)(3)
of the Act (12 U.S.C. § 1842(a)3)) to acquire
all of the voting shares of the successor by merger
to The First National Bank of Yarmouth, Yur-
mouth, Massachusetts (“*Bank’’). The bank with
which Bank is to be consolidated has no signifi-
cance except as a means 1o facilitate the acquistion
of the voting shares of Bank. Accordingly. the
proposed acquisition of shares of the suceessor
organization is treated herein as the proposed ac-
quisition of the shares of Bank.!

Notice of the application. affording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(b)
of the Act. The time for filing comments and views
has cxpired, and the Bourd has considered the
application together with all comments received,
including those of the Comptroller of the Cur-
rency,? in light of the factors set forth in § 3(¢)
of the Act (12 UJ.S.C. § 1842(¢)).

Applicant, the largest commercial bunking or-
ganization in Massachusctts, controls four banks
with aggregate domestic deposits of approximately
$3.493 billion.® representing 23.52 per cent of
total domestic deposits in commercial banks in the
State. Acquisition of Bank would increase Appli-
cant’s share of commercial bank deposits in the
State only slightly and would not have a signilicant
cifect upon the concentration of banking resources
in Massachusctts.

TApplicant previously filed an application o acquire shares
of Bank. but withdrew that application in February 1975, prior
to Board action on that application.

*The Comptroller of the Currency recomnmended that the
Board approve the instant application.

HDeposit data are as of March 3t 1976, unless otherwise
indicated.
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Bank (deposits of $33.2 million)* operates six
banking offices in the Barnstable County (Cape
Cod) banking market, the relevant geographic
market for purposes of analyzing the competitive
cifects of the proposed acquisition. Bank is the
fourth largest of cight banks in the Barnstable
County banking market with 13.5 per cent of the
total deposits held by oflices of commercial bank
in that market.,” and is the sixty-ninth largest
commercial bank in the State with .20 per cent
of the total commercial bank deposits in the State.
Inasmuch as Applicant has no subsidiary banking
offices in that market (the nearest office of Bank
to any office of Applicant’s subsidiary banks is
approximately 73 miles), the Board is of the opin-
ion that Applicant’s acquisition of Bank would not
result in the elimination ol a significant amount
of existing competition,

While the market is somewhat concentrated and
Applicant possesses the financial and managerial
resources to enter the Barnstable County market
de novo, the amount of potential competition that
would be eliminated in the context of the subject
proposal would not be signiticant, i view of
Bank's market share and rank in the Barnstable
County market.

In the context of this proposal. the Board re-
gards the financial and managerial resources of
Applicant and its subsidiaries as generally satis-
factory and their future prospects as favorable. On
Muarch 18, 1976, the Board denied an unrelated
bank acquisition application filed by Applicant,
The Board expressed the view that Applicant
should direct is financial and managerial resources
toward its existing structure.® ‘That application
contemplated a proposed cash purchase of shares,
whereas the instant application contemplates an
exchange of shares. Applicant’s financial condition
has improved somewhat this past year and that
improvement is expected to continue. The finan-
cial and managerial resources and future prospects
of Bank, abscnt consummation of the proposed
acquisition, are not entirely satistactory but are
expected to show improvement us a result of
Bank’s alfitiation with Applicant. Applicant has

'As ot September 30, 1976

“As of December 31, 1975,

“Board’s order ol March 18, 1976, deny ing the application
of First National Boston Corporation. Boston, Massachusctts,
o acquire Blackstone  Valley Nanonal Bank, Northbridge.
Massachusetts. 62 F.o Res. Bull 372 11976).

committed that, upon consummation of the acqui-
sition, it would make a contribution of funds to
increase Bank’s equity capital position and would
provide Bank with managerial assistance. Accord-
ingly, the financial and managerial factors, as they
relate to Bank. lend weight toward approval of
the application.

Affiliation with Applicant would cnable Bank
to draw upon Applicant’s resources and expertise
and thereby offer expanded services to Bank’s
customers. Applicant states that. following con-
summation of the acquisition, Bank would make
available to its customers new services, including
free checking accounts, overdralt privileges, and
90-day notice accounts. Through affiliation with
Applicant, Bank would also expand existing serv-
ices, such as revolving auto loans, credit card
services, and smaller denomination certificates of
deposit, It is expected that enabling Bank™s cus-
tomers to obtain additional and expanded services
through Bank would result in Bank becoming a
more attractive banking alternative and o stronger
competitor in the relevant banking market. Con-
siderations relating 1o the convenience and needs
of the community to be served fend some weight
toward approval of the application and, considered
together with the financial and managerial factors
discussed above, owtweigh any adverse competi-
tive cflects that might result from consummation
of the proposal.

On the basis of the record, the application is
approved for the reasons summarized above. The
transaction shall not be made (a) before the thir-
ticth calendar day following the ellective date of
this Order. or (b) later than three months after the
citeetive date of this Order, unless such period
is extended for good cause by the Board or by
the Federal Reserve Bank of Boston, pursuant to
delegated authority.

By order of the Board of Governors, effective
February 9. 1977.

Voting for this action: Chairman Burns and Gover-
nors Gardner, Wallich, Partee. and Lilly. Absent and
not voting: Governors Coldwell and Jackson.

(Signed) Griverrn L GARWOOD,

[star] Deputy Secretary of the Board.
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Great Southwest Ban Corp.. Inc.,
Dodge City, Kansas

Order Denying
Formation of Bank Holding Company

Great Southwest Ban Corp., Inc.. Dodge City,
Kansas, has applied for the Boards approval under
§ 3(a)(1) of the Bank Holding Company Act (12
U.S.C. § 1842(a)(1)) of formation of a bank
holding company by acquiring 80 per cent or more
of the voting shares of Bank of the Southwest,
Dodge City, Kansas (*"Bank’"). Applicant has also
applied. pursuant to § 4(c)8) of the Act (12
U.S.C. § 1843(e)u8)) and § 225.4(b)(2) of the
Board’s Regulation Y (12 CFR § 225.4(b)(2)). for
permission to continue to engage on Bank's pre-
mises in the sale of credit life, accident, and health
insurance. ‘The activities that Applicant proposcs
to engage in have been determined by the Board
to be closely related to banking (12 CFR §
225.4an9) (ii)).

Notice of the application, affording opportunity
for interested persons to submit comments and
views, has been given in accordance with §§ 3
and 4 of the Act. (41 Fed. Reg. 52530 (1976)).
The time for filing comments and views has ex-
pired, and the Board has considered the application
and all comments received in light of the factors
set forth in § 3(¢) of the Act (12 U.S.C. §
1842(c¢)), and the considerations specified in § 4(c)
(8) of the Act (12 U.S.C. § 1843(¢) (8)).

Applicant, a Kansas corporation, was incorpo-
rated in carly 1975 at which time its sharcholders
purchased the majority interest in Bank. In March
1975, Applicant purchased from Bank's former
principal shareholder 100 per cent of the stock of
two corporations, Wes Kan Insurance Limited,
which was engaged in the sale of credit-related
insurance on Bank's premises, and First Manage-
ment, Inc., which owned and leased to Bank
certain bank facilities.' Applicant caused both
corporations to be liquidated, assumed their lia-
bilitics. and acquired their assets.

Bank ($10.9 million in deposits) ranks 228th
in size among 616 banks in the State and holds
0.12 per cent of total deposits in Kansas.? Bank

"Under § 4(c)(1)(A) of the Act, Applicant’s continued own
ership of the bank facilities would be exempt from the prohibi-
tions of § 4 were Applicant to become a bank holding com-
pany.

AN banking dita are as of December 31, 1975,

is the third largest of seven bunks operating in
the relevant banking market® and controls 10.25
per cent of total market deposits. Applicant cur-
rently controls no banks. One of Applicant’s
principals is also principal sharcholder of a bank
holding company that controls Hanston State
Bank, Hanston, Kansas, which does not compete
in the relevant market arca scerved by Bank.!
Inasmuch as the proposed transaction appears to
be primarily a change to corporate ownership, it
is unlikely that the proposal would have a signifi-
cant effect on competition.

The Board has indicated on previous occasions
that a holding company should constitute a source
of financial and managerial strength to its subsidi-
ary bank(s), and that the Board will closely exam-
ine the condition of the applicant in cach case with
this consideration in mind. While the Board con-
siders the managerial resources of Applicant and
Bank to be generally satisfactory, the Board notes
that Applicant will incur a sizable amount of debt?
in conncction with the acquisition of shares of
Bank. Applicant proposcs to repay that debt over
an eleven-year period through dividends on Bank
stock, insurance commissions, and rental income
from Bank. Although Bank, which commenced
business on May 22, 1972, has never paid cash
dividends, its assct growth has outpaced the
growth of its capital account.” Payment by Bank
of dividends suflicient to enable Applicant to serv-
ice its debt would decrcase the amount of Bank’s
capital that would otherwise be available to sup-
port its operations. Under the instant proposal. it
does not appear that an adequate level of capital
would be maintained throughout the debt retire-
ment period.

Applicant’s projections of Bank’'s assct growth
and carnings over the debt retirement period, on
their face, suggest that Bank's capital structure
will not be adversely aftected by the dividend
payout requircment over the debt retirement pe-
riod. Should Bank’s assets grow faster than Ap-

*The relevant banking market is approximated by Ford
County, Kansas.

Hanston State Bunk is located in Hodgeman County, Kansas.
outside the Ford County market area.

*In addition to this debt, the proposal contemplates Appli-
cant’s issuance of a class of cumulative preferred stock that
may be expected to constitute an additional indirect drain on
Bank's capiral.

The need for Bank’s capital accounts to support Bank's
rapid deposit growth is heightened by Bank's high ratio of
loans to deposits.
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plicant projects or if Bank’s carnings fail to meet
the levels  projected by Applicant.  dividend
payouts  neeessary oo service Applicant’s  debt
would decrcase Bank's capital to amounts below
acceptable fevels. Insuch event. Applicant’s abil -
ity to serve as o source of tinancial strength to
Bunk would be in serious doubt. Accordingly, the
reliability of  Applicant’s  projections ol Bank's
asset and carnings growth, which bear directly on
Bank™s future capital needs, is of considerable
importance.

The financial projections submitted by Applicant
are not substantiated by Bank's growth and curn-
ings record. In view of Bank's brief operating
history since 1972, it is dillicnlt to project Bank’'s
rate of growth and curnings on the basis of its
past record. The Board notes, however, that Bank
is located in an expanding suburban arca, and irs
rapid growth 1o date and its small size relative
1o the two competing banks in Dodge City suggest
that Bank's growth rate is fikely to remain high
for the next several years.” While Bank's carnings
improved in the first half of 1976, 1t does not
appear, in the absence of a proven past record of
carnings, that Applicant’s projections of Bank’s
carnings can be realized. ‘This is particularly true
for the later vears of the debt retirement period,
during which more than 75 per cent of the acqui-
sitton debt is to be retived. In conclusion, the
proposal would not provide Applicant the neces-
sary tinancial flexibility to service its debt while
maintaining adequate capital in Bank, and there-
fore Applicant’s and Bank’s tinancial resources
and future prospects weigh against approval of the
application.

No significant changes in Bank’s operations or
in the services offered 1o customers of Bank are
anticipated to follow from consummation of the
proposed acquisition. Consequently, convenience
and needs fuctors lend no weight toward approval.

On the basis of the circumstances concerning
the application to become a bank holding com-
pany. the Board concludes that the banking con-

TThe deposit size of all banks in the County increased at
an average annual rate of 15 per ocent in the vears 1970
through 1975, During this period the two other banks operat-
ing in Daodge Chy (deposits ol S41.9 midlion and $34.0 mil
lion at year-end 1975, both of which are older, established
banks. grew at annual average rates of Lboper cent and 10
per cent. respectively . Applicint projects that Bank, which
has prown sinee it commenced operations m 1972 1o its cur
rent size of more than $ 10 million in deposies, will experience
only a 10 per cent annual growth rate during the debt servicing
petiod.

siderations involved in this proposal present ad-
verse factors bearing upon the financial resources
and future prospects of both Applicant and Bank.
Such adverse factors are not outweighed by any
procompetitive eftects, the managerial resources
of Applicant or Bank, or benetits that better satisfy
the convenience and needs of the community to
be served. Accordingly. it is the Board's judgment
that approval of the application to become a hank
holding company would not be in the public inter-
est and that the application should be denied.

On the basis of the Tacts of record, the applica-
tion to hecome a bank holding company is denied
for the reasons summarized above.®

By order of the Board of Governors, effective
February 4, 1977,

Voting for this action: Vice Chairman Gardner and
Governors Wallich, Jackson, Partee, and Lilly. Absent
and not voting: Chairman Burns and Governor Cold-
well.

(Signed) Grirrrin L. Garwoon,

[SsEAL] Deputy Secretary of the Board.

*In view of the Board's action with respect to the applica-
tion to becomne a bunk holding company, consideration of Ap-
plicant’s application to retain insurance sales activities be-
CONES Moot

The Jacobus Company and
Inland Heritage Corporation,
Wauwatosa, Wisconsin

Order Denving IFormation
of « Bank Holding Company and
Acquisition of Two Bunk Holding Companics

The Jucobus Company ., Wauwatosa, Wisconsin,
and its 45.4 per cent owned subsidiary, Inland
Heritage  Corporation,  Wauwatosa.,  Wisconsin
(hereinafter jointly referred o as " Applicant™),
both of which are bank holding companics within
the mecaning of the Bank Holding Company Act,
have applied for the Board’s approval under § 3
of the Bank Holding Company Act (12 U.S.C.
§ 1842) to acquire all of the voting shares of
Financial Network Corporation (“"FNC™ ). a one-
bank holding company that owns 95.4 per cent
of the voting shares of The Beloit State Bank
(""Beloit Bank™), and to acquire all the voting
shares  of  Community  Holding  Corporation
(""CHC™), a one-bank holding company that owns
75.3 per cent of the voting shares of Community
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Bank of Beloit (“"Community Bank™), all of
which are located in Beloit, Wisconsin, The pro-
posed acquisition of INC and CHC would be
cflected through the formation of a new holding
company to be named Inland Beloit Corporation,
Milwaukee, Wisconsin, a newly formed corpora-
tion that is wholly owned by Inland Heritage
Corporation and for which a § 3 (a) (1) application
has been filed with the Board. The proposed ac-
quisitions would involve the merger of 'NC and
CHC into Inland Beloit Corporation, giving Inland
Beloit Corporation dircet ownership of FNC and
CHC. As the parent companies of Inland Beloit
Corporation, The Jacobus Company and Inland
Heritage Corporation would thereby gain indirect
ownership of FNC and CHC. FNC and CHC serve
no purposc other than to hold the stock of their
respective banks in corporate form, and Inland
Beloit Corporation serves no purpose other than
to facilitate the acquisition of FNC and CHC.
Accordingly. the proposed acquisition of FNC and
CHC by Inland Beloit Corporation is treated herein
as the proposed acquisition of Beloit Bank and
Community Bank by Applicant.

Notice of the applications, aflording opportunity
for interested persons to submit comments and
views. has been given in accordance with § 3(b)
ol the Act. The time for filing comments and views
has expired, and the Board has considered the
applications and all comments received in light of
the factors set forth in § 3(¢) of the Act (12 U.S.C.
§ 1842(ch.

Applicant controls four banks with aggregate
deposits of $146.8 million, representing 1.0 per
cent of total commercial bank deposits in Wiscon-
sin, and ranks as the twelfth largest banking orga-
nization in that State. Applicant’s acquisition of
the two banks (aggregate deposits of $85.6 mil-
lion) would increase Applicant’s share of total
commercial bank deposits in Wisconsin by 0.57
per cent, and change its ranking from the twelfth
to the cighth largest banking organization in the
State. The Board is of the view that the proposed
acquisition would have no appreciable effect upon
the concentration of banking resources in Wiscon-
sin.

Beloit Bank s the second largest of 14 banking
organizations operating in the relevant market and
controls 20 per cent of the market’s deposits, while
Community Bank is ranked 1 [th in the market and
controls 1.9 per cent of the market’s deposits.!

'See opposite column for [ootnote.

Although Beloit Bank and Community Bank both
operate within the relevant market, they have been
closely afliliated through common ownership since
1966 when principals ol Beloit Bank chartered
Community Bank. Since that time the two banks
have had common dircctors, officers, and stock-
holders, and as a result they do not compete with
cach other. While approval of this proposal would
foreclose the possibility of Beloit Bank and Com-
munity Bank becoming disaffiliated in the future,
the Board does not regard the elimination of such
an alternative as particularly adverse in light of
the sizes of the banks involved and the number
of competing banks in the market. Morcover,
viewed in light of Applicant’s relative size and
the nature of competition in the relevant market,
the Board is of the view that consummation of
the proposed acquisition of both Beloit Bank and
Community Bank by Applicant would not result
in Applicant gaining an excessive share of the
deposits in the market, nor would it otherwise
appreciably affect the structure of banking compe-
tition within the market.

It does not appear that consummation of the
proposal would have signilicantly adverse effects
on existing or potential competition. Applicant is
not presently represented in the relevant market,
and its nearest existing banking subsidiary to Be-
loit Bank and Community Bank is Heritage Bank
of Mt. Pleasant, Mt. Plcasant, Wisconsin, which
is located approximately 60 miles cast of Beloit
in a scparate banking market. Accordingly, no
significant existing competition would be climi-
nated. With respect to potential competition. it
appears that the distances separating Applicant’s
present subsidiary banks and the two banks to be
acquired, Wisconsin's restrictive branching laws,
and the relative unattractiveness of the arca for
de novo entry, make it unlikely that significant
competition would develop in the future between
Applicant and the two banks. Accordingly, on the
basis of the above and other facts of record, the
Board concludes that consummation of the pro-
posed transaction would not have a significantly
adverse cffect on existing or potential competition.

Under the Bank Holding Company  Act, the
Board is required to take into consideration the
financial and managerial resources and  future

"The Janesville Beloit banking market is approxiniated by
Rock County. Unless otherwise indseated, all banking data are
as of December 31, 1975,
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prospects of the Applicant and of the bank(s) to
be acquired. The subject proposal would involve
an acquisition debt of $4.8 million, which would
immediately be reduced 1o $3.6 million from
available funds. This would represent a substantial
addition to Applicant’s already significant level of
long-term debt 2 In the Board's view. the projected
carnings of Applicant would not provide Applicant
with the necessary funds to meet this proposed
increase in its annual debt servicing requirements
while at the same time maintaining and strength-
ening the capital of its existing subsidiary banks ?
Morcover, the past and projected growth in the
deposits of Applicant’s subsidiaries indicates that
there will be a need for additional capital in those
banks during the debt retirement period. existing
subsidiaries are in need of capital. and approval
of this proposal would detract Applicant’s finan-
cial and managerial resources from meeting such
needs. Under these circumstances, the Board be-
licves that Applicant should direcet its financial
resources toward strengthening its exisiting sub-
stdiaries before secking further expansion of its
banking interests. Accordingly, the Board con-
cludes that considerations relating to the financial
and managerial resources and future  prospects
weigh against approval of the applications.

In the Board's view the above adverse financial
factors involved with Applicant’s proposal are not
outweighed by any convenience and needs con-
siderations. It appears that the banking needs of
the relevant market are being well served at the
present time, and that Beloit Bank and Community
Bank are generally competitive with the other
banks operating in the market. While affiliation
with Applicant might c¢nbhance the two banks’

As of September 30, 1976, Applicant’s consolidated long:
term debt o equity ratio was ko per cent. and the addition
of $3.6 million in acquisition debt would inerease Applicant’™s
long term debt 1o equiny rutio to 69 per cent. “These ratios do
not include The Jacobus Company ., since "The Jacobus Com
pany is required to dispose of its miterest in Infand fHerirage
Corporation as a result of the 1970 Amendment to the Bank
Haolding Company Act and commitments made to the Bowd
in connection with previous applications under the Act. Ac-
cordingly, while The Jacobus Company is currently a source
of strength to Applicants subsidiary banks, that will not con
tinuce. and thus it is appropriate to exclude The Jacobus Com
pany from the above ratios.

A order to strenpthen its financial position, Applicint has
conmmitted 1o sell $2.0 mullion in convertible  debentures
within one year tollowing consummation of the subject acqui
sition  Even assuming that Applicint would be able o sell
the convertible debentures and that the debentures would there-
after be converted 1o cquity, Applicant would remain highly
leveraged.

overall ability in mecting the needs of the relevant
market, any public benefits that might result from
approval are not suflicient to outweigh the adverse
effects specified herein. Accordingly, it is the
Board's judgment that approval of the applications
would not be in the public interest and that the
applications should be denied.

On the basis of the record. the applications are
denied for the reasons summarized above.

By order of the Board of Governors effective
February 7. 1977.

Voting for this action: Vice Chairman Gardner and
Governors Wallich, Coldwell, Jackson. and Partee.
Voting against this action: Governor Lilly. Absent and
not voting: Chairthan Burns.

(Signed) GriFrrin . GARWOOD,

[sEal ] Depury Secretary of the Bourd.

Dissenting Statement of Governor Lilly

[ disagree with the Board's decision and would
approve the applications to acquire The Belon
State Bank and Community Bank of Beloit.

The majority correctly concludes that consum-
mation of the proposal would have no significant
adverse competitive eflects. T disagree. however,
with the conclusion that the proposal presents
adverse financial factors that warrant denial of the
applications. Although the proposal would result
in an increase in Applicant’s long-term debt obli-
gation. in my opinion the record demonstrates that
Applicant is a sound organization possessing the
overall financial resources and managerial capa-
bility needed to service this additional debt. Fur
thermore, since affiliation with Applicant would
provide access to Applicant’s greater linancial and
managerial resources, Beloit Bank and Commu-
nity Bank would be strengthened and the residents
of the arca served by the institutions would benetit
from the improved and expanded services that
could be offered.

For these reasons. T would approve the applica-
tions.

The Royal Trust Company.
Montreal. Quebee, Canada

Order Approving Acquisition of Bank

The Royal Trust Company, Momireal, Quebec,
Canada  ("Applicant’™™), and its  wholly-owned
subsidiary, Royal Trust Bank Corp.. Miami,
Florida ("*Corp.™"), both of which arc holding
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companies within the meaning of the Bank Hold-
ing Company Act (“*Act’”). have applied for the
Board's approval under § 3(a)(3) of the Act (12
U.S.C. § 1842(a)(3)) to acquirc 5] per cent or
more of the voting shares of First Bank of Pem-
broke Pines. Pembroke Pines, Florida (*"Bank™").!
Inasmuch as Corp. is a wholly-owned subsidiary
of Applicant, the proposed acquisition of Bank by
Applicant and Corp. is treated herein as a proposed
acquisition by Applicant.

Notice of the applications. affording opportunity
for interested persons to submit comments and
views. has been given in accordance with § 3(b)
of the Act. The time for fiting comments and views
has expired, and the Board has considered the
applications and all comments received in light of
the factors set forth in § 3(¢) of the Act ((2 UL.S.C.
§ 1842(¢)).

Applicant, with total asscts of approximately
$3.7 billion,? is the largest trust company and the
cighth largest financial institation in Canada, and
operates. through its subsidiarics and other inter-
ests, in both Europe and the Caribbean Islands.
Corp.. with total asscts of approximately $7.5
million, controls four banks and onc nonbank
subsidiary,* a computer service burcau for the

'Applicant became w one-bank holding company with re
speet to The Royal Trust Bank of Miami, N.A . Miami,
Florida ¢"Miami Bank™™), duce o the passage of the 1970
Amendments to the Act. ‘Thereafter, Applicant acquired two
additional Florida banks: The Royal Trust Bank of St. Peters-
burg (**St. Petersburg Bank™"y, Gulfport. and The Royal Trust
Bank of Tampa *“Tampa Bank™). Tampa. Applicant and
Corp. both subsequently acquired one additional Tlorida bank:
Worth Avenue Nationul Bank, Palm Beach, Florida., In re-
sponse to applications filed by Applicant and Corp. pursuant
to § 3 of the Act, the Federal Reserve Bank of Atlanta, acting
under delegated authority, granted approval for Applicant to
transfer its shares of Miami Bank and St. Petersburg Bank
to Corp. so that all of Applicant’s banks are now directly held
by Corp. Applicant and Corp. are currently requesting Board
approval to acquire one other Florida bank.

2Total asset figures for Applicant and Corp. are as of June
30, 1976, All other banking datie are as of December 3L
1975, unless otherwise indicated.

Information Systems Design of  Florida, Inc., Miami.
Flotida ¢ 1SD Florida™). was formed as a subsidiary of Intor-
mation Systems Design, Inc., Santa Clara, Calitornia (*'ISD-
California™), in order to perlorm data processing activities
permissible for bank holding companies 18D Calitornia, and
in turn, ISD-Florida are owned by Computel Systems, L.
¢ Computel™), a Canadian data processing company. On De-
cember 6. 1973 the Board approved Applicant’s request, liled
pursuant 1o § He}9) of the Act, to acquire Computel but de-
nied Applicant’s request to retain 1SD California thercafter.
138 fed. Reg. 34514 (1973); 60 Fed. Res. Bull. S8 (1974)].
On June 20, 1975, the Federal Reserve Bank of Adanta, act
ing under delegared authority, approved an application filed
(Continued m opposite column)

storing and processing of banking, financial, and
other related cconomic data for financial institu-
tions located in Florida. With four subsidiary
banks, Applicant and Corp. comprise the 30th
fargest  commercial  banking  organization  in
Florida. controlling aggregate deposits of $135.5
million,* representing approximately 0.5 per cent
of the total deposits held by commercial banks in
the State. Acquisition of Bank would increase
Applicant’s share of commercial bank deposits in
Florida only slightly and would not have a signifi-
cant etfect upon the concentration of banking re-
sources in the State.

Bank (with deposits of $13.3 million) is the 41st
largest of 46 banking organizations (operating 115
banks) in the greater Miami banking market.” and
controls approximately 0.2 per cent of the total
deposits in commercial banks in that market. Ap-
plicant is currently the 19th largest banking orga-
nization in the market by virtue of its ownership
of Royal Trust Bank of Miami (deposits of $80.3
million, representing 1.3 per cent of the total
commercial bank deposits in the market). which
is located 21 miles south of Bank in downtown
Miami. Although Applicant and Bank are located
in the same market. it does not appear that con-
summation of this proposal would have significant
adverse ctfects on competition. Even after con-
summation of this proposal. Applicant would con-
trol only 1.5 per cent of the market deposits and
a large number of alternative buanking organi-
zations would remain competing in the market.
In addition, Applicant has committed itself to
climinating all director interlocks that currently
exist between Bank and First National Bank of
Hialcah, a competing bank located 12 miles away,
and such action may have a positive effect on

pursuant to § ACHB) of the Act. for Applicant to acquire ISD-
Florida as o subsidiary of 1SD-California withous aliering the
Board's reguirement that Applicant divest itself of 1SD-Cali-
fornia. ISD- Florida performs data processing activities permis-
sible for bank holding companies (12 CIFR § 225.4(a)8) On
January 31, 1977, the Board approved a plan ol divestiture
of ISD-California that has been submitied by Applicant. o
mediately prior o consummation of the divestiture proposal,
Applicant will retain 1ISD-Florida through a corporate reorgan
ization by which 1SD-Florida will be transferred to Applicant
or to another subsidiary ol Applicant.

TAs of December 31, 1975,

The greater Miami banking marker. the relevant market,
includes Dade County and that portion of Broward County
lying south of the Dania Canal. The northern boundary of the
market arca is delineared by the Dania Canal, the Miami Inter-
national airport, and a tract of undeveloped land extending
across Broward County.
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competition. Accordingly. on the basis of the facts
of record, the Board concludes that consummation
of the proposal would not have significant adverse
cifects on existing or potential competition.

The financial and managerial resources and fu-
wire prospects of Applicant and Corp.. their sub
sidiary banks.® and Bunk are regarded as satis-
factory and consistent with approval of the appli-
cations. Affiliation with Applicant would cnable
Bank to draw upon Applicant’s financial resources
and thereby improve Bank's ability to make large
loans to its customers. Furthermore. afliliation
would also enable Bank to utilize Applicant’s
managerial resources and expertise and it is ex-
pected that his afliliation would result in Bank
being better able to serve the needs of the arca.
Therefore, considerations relating 1o the conven-
ience and needs of the community to be served
lend some weight toward approval of the applica-
tions. Based upon the foregoing and other consid-
crations reflected in the record. it is the Board's
judgment that the proposed acquisition would be
in the public interest and that the application
should be approved.

On the basis of the record, the applications are
approved for the reasons summarized above. ‘The
transaction shall not be made (a) belore the thir-
ticth calendar day following the eflective date of
this Order or (b) later than three months after the
cifective date of this Order, unless such period
is extended for good cause by the Board, or by
the Federal Reserve Bank of Atlanta pursuant to
delegated authority .

By order of the Board of Governors. effective
February 7. 1977.

Voting for this action: Chairman Burns and Gover
nors Coldwell. Jackson. Partee and Lilly. Absent and
not voting: Governors Gardner and Wallich.

(Signed) Grirerin L. Garwoob,

|SEaL) Depury Secretary of the Board.

"On October 29, 1976, the Bowd approved applicatons ol
Applicant and Corp, to acquire Worth Avenue National Bank.
Palm Beach, Flonda (62 Fed. Res. Bull. 9621, In connection
with that proposal, Applicant committed itselt to inject $600,
000 in cquity capital mio that bank within 90 dayvs alter s
sequisition

ORDERS UNDER SECTION 4
or Baxk HorpinGg CoMpaNy At

Commercial National Corporation, Peoria, Hlinois

Order Approving Acquistion of Commercial
National Management Consulting Company

Commercial National Corporation, Peoria, I1li-
nois, a bank holding company within the meaning
of the Bank Holding Company Act. has applied
for the Board's approval, under section 4{c)(8) of
the Act |12 U.S.C. § 1843(en8)| and section
225.4(b)(2) of the Board™s Regulation Y [12 CEFR
§ 225.4(b)(2) (1970}, 1o acquire Commercial Na-
tional Management Consulting Company. Peoria,
Hlinois ("Company ™), a proposed new compiny
that would engage in the activity of providing
management consulting advice on an explicit fee
and noncontinuing basis o nonafliliated banks.
Such activity has been determined by the Board
to be closely related to bunking [12 CEFR §
225 4a) 12) (1976)].

Notice of the application, affording opportunity
for interested persons to submit comments and
views on the public interest factors, has been duly
published [41 Federal Register 55930 (1976)].
The time for filing comments and views has ex-
pired. and the Board has considered the application
and all comments received in the light of the public
interest factors set forth in section 4(¢)(8) of the
Act [12 U.S.C. § 1843(c 8.

Applicant controls one  banking  subsidiary.,
Commercial National Bank of Peoria. Peoria, Hli-
nois (""Bank™") which is the 17th Targest bank in
Hlinois and holds deposits of $238 million, repre-
senting approximately four-tenths of 1 per cent of
the total depostts in commercial banks in that
State.! In addition, Applicant engages through its
sole nonbanking subsidiary in underwriting, as
reinsurer. credit life, accident and health insurance
in connection with extensions of credit by Bank.

Company proposes to provide management
consulting advice on an explicit fee and noncon-
tinuing basis to nonafliliated banks. ‘This advice
will be offered with respect to activities including,
but not limited to, the following: auditing, mar-
keting. miergers and acquisitions, site planning,

"All banking data are as of June 30, 1975, unless otherwise
indicated.
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financial planning, computer applications, capital
adequacy., security measures and procedures, and
personnel evaluation and compensation. In addi-
tion, Company will make recommendations and
suggestions, including  alternative  policies  or
courses of action, where appropriate, concerning
the policies and actions of its client banks.

It appears that no adverse effects upon competi-
tion would result from Company providing man-
agement consulting advice as proposed. Bank
offers similar advice and services through its cor-
respondent banking division;? such advice and
services are limited in scope and are not offered
on an explicit fee basis. No actual or potential
competition would be c¢liminated upon approval
of this application. Morcover, Applicant’s de novo
entry into this industry should have a procompeti-
tive effect by increasing the number of firms of-
fering this specialized financial and consulting
advice. Furthermore, Applicant’s making this ad-
vice available on an explicit fee basis, rather than
as a correspondent banking service, will enable
client banks to more accurately analyze the cost
of such service and to more cfticiently allocate
their funds.

There is no evidence in the record indicating
that consummation of the proposed transaction
would result in any undue concentration of re-
sources, unfair competition, conflicts of interests,
unsound banking practices, or other adverse ef-
fects upon the public interest.

Based upon the foregoing and other consid-
crations reflected in the record. the Board has
determined, in accordance with the provisions of
section 4(¢)(8), that consummation of this proposal
can reasonably be expected to produce benefits to
the public that outweigh possible adverse eflects.
Accordingly, the application is hereby approved.
This determination is subject to the conditions set
forth in scection 225.4(¢) of Regulation Y and to
the Board’s authority to require such modification
or termination of the activitics of a bank holding
company or any of its subsidiaries as the Board
finds necessary to assure compliance with the
provisions and purposes of the Act and the Board's
regulations and orders issued thereunder, or to
prevent evasion thercof.

The transaction shall be made not later than

*Company will be operated independently of Bank's corre-
spondent division.

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

By order of the Board of Governors, cffective
February 24, 1977.

Voting for this action: Chairman Burns and Gover-
nors Wallich. Coldwell, Jackson. Partee. and Lilly.
Absent and not voting: Governor Gardner.

(Signed) Griverra L. GARWOOD,

[SEAL] Deputy Secretary of the Board.

D. H. Baldwin Company, Cincinnati, Ohio

Order Denying Retention of
Empire Savings, Building and Loan Association

. H. Baldwin Company, Cincinnati, Ohio, a
bank holding company within the meaning of the
Bank Holding Company Act, has applied for the
Board’s approval, under section 4(¢)(8) of the Act
[12 U.S.C. § 1843(c)(8)] and section 225.4(b)(2)
of the Board’s Regulation Y [12 CEFR §
225.4(b)(2) (1976)], to rctain all of the voting
shares of Empire Savings, Building and Loan
Association, Denver, Colorado (*“*Empire’’), and
its wholly-owned service corporation subsidiary,
ESL Corporation, Denver, Colorado (*“*ESL.""). In
decistons involving two applications previously
considered by the Board under section 4(¢)(8) of
the Act, the activity of operating a savings and
loan association has been determiined by the Board
to be closely related to banking.

Notice of the application, affording opportunity
for interested persons to submit comments and
views has been duly published [41 Federal Regis-
ter 26276 (1976)]. The time for filing comments
and views has expired and the Board has consid-
cred the application and all comments received,
including those of the Federal Home Loan Bank
Board (**FHLBB") and the United States Depart-
ment of Justice, in the light of the public interest
factors sct forth in section 4(¢)(8) of the Act [12
U.S.C. § 1843(c)(8)]. In considering this applica-
tion, the Board also took into account the record
of a rulemaking proceeding initiated in 1973 con-
cerning the general question whether the operation
of a savings and loan association is so closely
rclated to banking or managing or controlling
banks as to be a proper incident thereto, as well
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as records in two adjudicatory proceedings con-
cerning applications from bank holding companics
to engage in the savings and loan business.!
Applicant, the fourth largest commercial bank-
ing organization in Colorado, controls 12 buanks
with aggregate deposits of $582. 1 million.* repre-
senting approximately 7.7 per cent of the total
deposits in commercial banks in that State. Appli-
cant also controls several nonbanking subsidiaries
engaged in underwriting lile and casualty insur-
ance, performing commercial mortgage and leas-
ing activitics, and manufacwuring and marketing
musical instruments.® Applicant  also engages,
through Empire, in savings and loan activitics.
Applicant acquired all of Empire’s outstanding
shares pursuant to an approval Order issued by
the FHI.BB on January 17, 1969." Pursuunt to
section 4a)2), a company that became a bank
holding company as a result of the 1970 Amend-
ments o the Act, such as Applicant, is entitled
to 10-year grandfather rights for an activity that
it acquired after June 30, 1968, but an or before
December 31, 1970, Therefore. Applicant is re-
quired to divest itself of Empire by December 31,
1980. The subject application has been filed pur-
suant to section He)(8) to cnable Applicant to
retain Empire beyond December 31, 1980,
Lmpire s a state-chartered stock savings and
loan association that conducts its business from

'See the Bowd™s Order of November 4. 1974, denying the
application of American Fletcher Corporation, Indianapols,
Indiana, to acquire shares of Southwest Savings and Loan As-
sociation. Phoenix,  Arnizona. 39 Federal Register 39912
(1974 60 Federal Reserve Burinns 868 (1974). In addi
tion, refer to the Board™s Order of April 10, 1975, denying
the application of Memphis Trust Company, Mcemphis, ‘T'en-
nessee, to acquire Homeowners Savings and Loan Associa
tion. Inc.. Collicrville, Tennessee, a newly formed savings
and loan association. 40 Federal Regisier 17199 (1973): 601
Federal Reserve Buipn nin 327 (1975).

AN banking data are as of Decemiber 31, 1975, unless oth-
erwise indicaied.

*Baldwin became o bank holding company with respect to
its indirect ownership of more than 25 per cent of the voting
shares of Central Bank and Trust Company, Denver, Colorado
(name changed in May 1975, 0 Central Bank ot Denver),
is a result ot the 1970 Amendments to the Bank Holding
Company Act of 1956, Baldwin has been engaged in the man-
ufacturing and selling of musical instruments tor over 100
vears ared continoes to engage in these activities pursuant to
pertnanent grandfather rights under section Had2) ol the Act.
Buldwin's insurance underwriting activities must be divested
by December 31, 1980,

'Subsequently. Baldwin acquired and  merged  Jeflerson
Savings and Loan Association, Arvada. Colorado. into Em-
pire pursuant to another approval Order issued by the FHLBB
on September 17, 1970 (amended November 17, 1970)

a head office in Denver, Colorado, and 17 branch
locations throughout that State. Pursuant to Colo-
rado law and FHLBB regulations, Empire is em-
powered to make real estate loans, and certain
instalment and commercial loans; to accept sav-
ings accounts; and to issuce certificates of deposits.
Limpire is also able to order payments to be made
to third persons even though it cannot acceept
demand deposits. As a further extension of its
activities, Empire operates a smull  insurance
ageney and owns 100 per cent of the capital stock
of a service corporation subsidiary (“*ESL") that
is involved in two joint ventures that engage in
land development and in the construction and sale
of residential units. ESL is also the general partner
in a limited partnership that owns and operates
an apartment complex.,

As noted above, the Board has previously had
an opportunity 1o consider both the nature and the
structure of the savings and loan industry in con-
nection with a rulemaking proceeding and in the
context of two applications by bunk holding com-
panics to engage in the activity of operating a
savings and loan association. The Board concluded
in those proceedings that the savings and loan
business is “closely related™ to banking, within
the mieaning of section 4(¢)(8) of the Act.® While
the Board has determined  this activity to be
“closely related™ to banking, it has not formally
amended Regulation Y to add the savings and loan
business to the list of activities permissible for
bank holding companies because it has not yet
made the judgment that this activity is in general
a “proper incident™ to banking. Whether the ac-
tivity of operating a savings and loan association
is o “‘proper incident’ to banking, within the
meaning of scction 4(cK8), requires a determi-
nation by the Board that the performance of the
activity by a bank holding company can reasonably
be expected to produce benefits to the public that
outweigh possible adverse effects. In applying this
balancing test, the Board may consider not only
the benetits and detriments specifically enumerated
in the statute that may be involved in a particular
cuse, but also the broader questions of economic

AESIL conducts its business from Empire’s main office in
Denver and although BESL s permitted to make certain types
of loans that Empire cannot make, both State and Federal
supervisory authorities  regulate and  perntodically  examine
ESL..

“In neither of the two previous mstances did the savings
and loan association have i service corporation subsidiary en-
gaged in other nonbanking activities.
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and regulutory policy that may be raised by a
proposal. In the present case, the Board is unable
to make a determination favorable to Applicant
on the “*proper incident™ test, cither with regard
to the particular facts presented in this case or on
the broader issue as to the propriety of afliliations,
through the means of a bank holding company,
between banks and savings and loan associations
generally.

The Board has previously indicated that it re-
gards the standards under section 4(c)i(8) of the
Act for retention of a 10-year grandfathered activ-
ity to be the same as the standards for a proposed
acquisition. Accordingly, in this case, the com-
petitive effects of Applicant’s retention of Empire
must be examined and evaluated both as of the
time of the original acquisition in 1969 and as of
the present time. In view of the fact that banks
and savings and loan associations are competitors
in several product or service lines, the competitive
analysts of the retention by a bank holding com-
pany of a savings and loan association is essen-
tially similar to that regularly applicd by the Board
in passing upon applications from bank holding
companies to acquire additional banks or non-
banking companics that are competitive  with
banks.

Applicant is the fourth largest banking organi-
zation in the Denver market” through its control
of three banks (including Central Bank of Denver)
with aggregate deposits of $376.6 million, repre-
senting approximately 8.9 per cent of the total
deposits in the market’s commercial banks. In
addition, Applicant (excluding Empire) controls
$188.9 million of the time and savings deposits
in the market, representing approximately 4.5 per
cent of the total time and savings deposits therein.

Empire, the fifth largest savings and loan asso-
ciation in Colorado, controls total savings deposits
of $329.7 million, representing approximately 4.5
per cent of the total savings deposits in the State.
Empire’s home oflice, as well as 1 of its branch
oflices, arc located within the Denver market and
all but three of those oflices are situated within
seven miles of one of Applicant’s three banks in
that market. Within the Denver market. Empire
is the fifth largest of 17 savings and loan associa-
tions and controls total savings deposits of $236.6

“The Denver market includes all of Denver, Adams, Arapa-
hoe, and Jeflerson Counties and the Broomtield portion of
Boulder County.

million, representing approximately 5.7 per cent
of the market’s total savings deposits.

In analyzing competition between a commercial
bank and a savings and loan association, the Board
believes it appropriate to focus on two relevant
product markets: (i) commercial bank and savings
and loan association time and savings deposits;
and (ii) originations of one-to-four family residen-
tial mortgage loans.

Applicant’s acquisition of Empire in 1969 in-
creased Applicant’s share of total time and savings
deposits in the Denver market held by commercial
banks and savings and loan associations from
approximately 4.3 per cent to 9.2 per cent ($84
million to $180 million) and increased Applicant’s
rank from cighth to sccond among all commercial
banking organizations and savings and loan asso-
ciations. As of December 31, 1975, Applicant
(including Empire) controlled approximately 10.3
per cent ($425.6 million) of the total time and
savings deposits in both commercial banks and
savings and loan associations in the Denver mar-
ket, and it continued as the second largest of such
organtzations. It appears that the acquisition in
1969 by Applicant (then the fourth largest banking
organization in the market) of Empire (then the
fifth largest savings and loan association in the
market) did climinate existing competition for time
and savings deposits in the market between those
two organizations. In view of their relative sizes
and market positions, it is clear that in [969
Applicant and Empire were significant competitors
in the Denver market for deposits and. therefore,
the Board concludes, based upon all the facts of
record, that the acquisition in 1969 of Empire by
Applicant had an adverse effeet upon existing
competition for deposits in the relevant market.

With respect to mortgage lending  activities,
Applicant’s acquisition of Empire in 1969 in-
creased Applicant’s share of one-to-four family
residential  mortgage  loan  originations in  the
Denver SMSA at the time from approximately 2
per cent to 3.8 per cent ($21.1 million). Even
though Applicant’s market share of one-to-four
family residential mortgage loan originations in the
Denver SMSA decreased to approximately 2.7 per
cent ($40.2 million) in 1974_ it appcars that Ap-
plicant’s acquisition in 1969 of Empire did climi-
nate existing competition for mortgage loan origi-
nations (particularly one-to-four family) in the
Denver mortgage market.  Accordingly, based
upon the facts of record, the Board concludes that
the original acquisition by Applicant had an ad-
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verse effect upon existing competition for residen-
tial mortgage loans in the relevant market.

The Board further concludes that there would
be public benetits derived from disaffiliation of
Baldwin and Empire. These benetits would be
rellected in the reintroduction of Empire as an
independent competitor in the two product lines
discussed above, thus enhancing future competi-
tion in the relevant market.®

In commenting to the Board on the subject
application the Department of Justice recommends
denial of the application based upon both the
adverse competitive etfects that resulted from Em-
pire’s acquisition of Jefferson Savings & Loan in
1970 and the persistence. and possible worsening,
of such adverse competitive eftects since that ac-
quisition. On the basis of all the facts of record,
including the comments submitted by the Depart-
ment of Justice. the Board concludes that the
adverse competitive considerations relating o this
application weigh against approval.

In support of its proposal, Applicant has stated
that its affiliation with Empire has produced public
benefits that generally would not have occurred
without such aftiliation: (1) the expansion  of
mortgage lending since 1969; (2) the expansion
of Empire’s facilties and services that have im-
proved convenience to the public: and (3) the
improved financial condition of Empire. At issue
in this application is whether these claimed bene-
fits to the public since the acquisition in 1969 of
Empire outweigh the adverse effects upon compe-
tition resulting from such acquisition.

Turning to Applicant’s tirst contention, the
Board notes that from 1961 to 1968, prior to
Empire’s affiliation with Applicant, Empire’s total
mortgage loan portfolio increased approximately
81.3 per cent ($73.2 million) and from 1969 to
1975, after aftiliation, the portfolio increased ap-
proximately 188.3 per cent ($132.7 miilion to
$382.6 million). Furthermore, Fmpire’s  total
mortgage originations  increased  approximately
233 per cent (334 million o $113.2 million) from
year-end 1969 10 December 31, 1975, While the
Board recognizes that Applicant has expanded
Lmpire's mortgage loans from 1969 to 1975, such

"Applicant, through a subsidiary bank, and Empire, through
certain of its branches, also compete in the Greeley market
for time and savings deposits and mortgage loans. Because
of therr existing common ownership, Applicant and Empire
do not now compete with cach other. However, the public
benetits to be derived from the disaftiliation would also en-
hance tuture competition in the Greeley market.

expansion does not appear to be any better than
average when compared to the growth of the
savings and loan industry in the Denver SMSALY

With respect to Applicant’s second and third
contentions, it appears that Applicant has opened
nine de novo oftices of Empire since 1969 and
has cxpanded business hours to include Friday
nights and Saturdays at most of its branch oflices.
In addition, Applicant has provided Empire access
0 a computer system that expedites customer
transactions. Afliliation with Applicant appears o
have improved Empire’s capital position, as is
cvidenced by an increase in Empire’s equity-capi-
tal-to-assets ratio above the average for all savings
and loan associations in Colorado as of December
31, 1975, The Board notes that, on the one hand,
from 1969 to 1975, Empire performed better than
its savings and loan industry competitors in the
relevant market with respect to deposit growth;
became better capitalized than other  Colorado
savings and loan associations; and provided its
customers new services and expanded facifities.
On the other hand. in the light of the fact that
savings and loan associations arc primary funding
sources for mortgage loans, the Board notes that
Enpire has not performed significantly better than
the average savings and loan association with
respect to mortgage originations. In addition, cven
Applicant concedes that some of the benefits
claimed to have occurred as a result of afliliation
with Empire would have occurred over time even
absent afliliation with Applicant.

The Board is of the view that the public benefits
claimed by Applicant may have resulted, in part.
from Empire’s affiliation with Applicant. How-
ever, the Board is unable to conclude that the
benefits claimed by Applicant are unique to its
ownership of Empire or that Empire could not have
achieved such benefits on its own. Empire was
the fourth largest savings and loan association in
Colorado in 1969 (total deposits of $122.2 million
and total mortgage loans outstanding of $149.5
million) and was an effective and viable competitor
at the time of its acquisition by Applicant. There
is no indication that it would not have been uble
10 continue to play an ctlective role in serving
arious areas in Colorado if it had not been ac-
quired by Applicant. Therefore, in view of the
toregoing, the Board concludes that public benefits

Part of the increase occurred as a result of the merger of
Lmpire with Jeflerson S&I. (see footnote 4).
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considerations are not sufficient to outweigh the
adverse effects upon competition that the Board
has found in connection with the proposal.

Although Applicant’s acquisition of Empire
climinated existing competition, there is no cvi-
dence in the record that its aftiliation with Empire
has resulted in any unduc concentration of re-
sources, conflicts of interests, unsound banking
practices, or unfair competition. Nevertheless, the
Board concludes that the adverse ceffects upon
competition resulting from the acquisition are not
outweighed by any benefits to the public that
resulted from the acquisition or that can reasonably
be expected to be produced by the continued
affiliation of Applicant and Empire and, accord-
ingly, the application should be denied.

Whilc the Board belicves that the present appli-
cation should be denied on the basis of factors
relating to this case alone, it recognizes that this
would be the third case in which the Board has
refused to permit a bank holding company to own
a savings and loan association bascd upon factors
unique to the individual application, and that such
action might imply that the Board would approve
an application presenting no adverse market or
other factors in and of itself. For this reason, the
Board believes it appropriate to address an alter-
native and broader ground for action of this appli-
cation- namely, whether the savings and loan
business should in general be considered a **proper
incident™ to banking within the meaning of section
A HB).

Even il the Board were not to have determined
that Applicant’s retention of Fimpire could not be
cexpected, on the facts of this case, to produce
public benetits that outweigh possible adverse cf-
fects, the Board has concluded. on the basis of
the broader issues raised by this application, that
the savings and loan business, generally, albeit
“closely related™” to banking, should not be deter-
minced by the Board to be a “‘proper incident™
to banking. While the Board recognizes that there
may well be individual cases of afliliations be-
tween banks and savings and loan associations in
which no adverse competitive considerations are
presented, and in which compelling arguments
may be made that, on the particular facts pre-
sented, public benetits may be realized in a partic-
ular market, the Board has nevertheless concluded,
for the reasons sct forth below, that the potential
adverse cffects of generally allowing affiliations
of banks and savings and loan associations are
presently sufficiently strong to outweigh such ben-

efits as might result in individual cases. Accord-
ingly, the Board believes that the judgment to
permit such afliliations on a broad scale should
be left to the Congress. '

In determining the broad ““proper incident™
question the Board has considered, apart from the
adverse competitive celtects of this particutar ap-
plication, the more general eflfects that are likely
to result from permitting bank holding companics
to acquire savings and loan associations. One of
the principal factors the Board has considered is
the conflict between the regulatory  framework
within which banks and savings and loan associa-
tions operate.

Savings and loan associations arc authorized
under applicable State and Federal law and regu-
lations to cngage. cither directly or through sub-
sidiary service corporations, in a number of activ-
itics—such as real cstate development, property
management and the operation of insurance agen-
cies dealing in homcowners, firc. theft. automo-
bile, life, health, accident, and title insurance -
that have heretofore been deemed impermissible
by this Board for bank holding companics. Thus,
if the Board were now to allow bank holding
companices to enter the savings and loan business,
it would be faced with a difficult issue in defining
the permissible scope of that business as conducted
by a bank holding company subsidiary. Indeed,
this issuc is presented in the instant case in view
of Empire's activitics, and thosc of its service
corporation subsidiary, in such ficlds as insurance
sales, land development and property manage-
ment. On the one hand, it the Board were to perntit
a company such as Applicant to engage through
a subsidiary S&I. in real estate development,
property  management and insurance  agency
operations, it would be acting in conflict with
carlier decisions'' holding such activities to be

"The Board has permitted afliliations between banks and
thrifts in one narrow circumstance. Specitically . it has allowed
mutual thrift institutions in Rhode Island to hold interests in
commeercial banks., Sce Newport Savings and Loan Associa-
tion, S8 Federal Reserve Buag e nn 313 (19723 and Old Col
ony Co-operative Bank. 58 Federal Reserve Buiirns 417
(1972). These decisions were based upon the unigue. histori-
cal situation in Rhode Island, however, where there was a
pervasive pattern of ownership of banks by mutual thrift insti-
tutions, such that a thrift lucking such an afliliation was
a distinet competitive disadvantage. See also Protile Bank-
shares, Inc., 61 ederal Reserve Buinr N 901 (1975).

HThe Board has afready determined that real estate broker
age, real estate syndication, land development, and property
management are activities ot so closely related o banking
or managing or controlling banks as to be a proper mcident
thercto, See 12 CEFR § 225126 (1976)
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impermissible for bank holding companics. Hav-
ing done so. it would thereafter be diflicult for
the Board to deny such activities to bank holding
companies that did not operate savings and loan
associations. On the other hand. if it denied a
bank-afliliated savings and loan association per-
mission 1o engage in such activities or conditioned
approval on termination of such activities  and it
could well be that such a result would be required
by section 4(c)(8)  savings and foan associations
owned by bank holding companies might then not
only be at a competitive disadvantage with respect
to savings and loan associations not affiliated with
banks, but they would also be limited in their
ability to provide a full range of S&I. services
to the public. The Pederal Home Loan Bank
Board, which has opposed the acquisition of sav-
ings and loans by bank holding companics. has
expressed the view in this case thar if the Board
were to impose such limitations as a predicate for
allowing a bank holding company to acquire an
S&lL., the Board would be “tin cflect redefining
the role of the savings and loan.™
Administrative resolution ol this conlliet in reg-
ulation is made more ditlicult by the fact that while
S&I. holding companics operate under somewhat
more permissible rules than bank helding compa-
nies in certain regards, there are more stringent
limitations tn others. For example, section 40%(¢)
of the National Housing Act. which deals with
the permissible activities ol savings and  loan
holding companics. imposes virtually no restric-
tions upon the non-S&I. activities of  holding
companies that own only one savings and loan
assoctation. However, section 308(¢)(2), which
has as its model the pre-1970 provisions of the
Buank Holding Company Act, which were inappli-
cable to onc-bank holding companics, imposes
strict limitations on the non-S&l. activitics of
holding companics that own more than one savings
and loan association. In general, only activitics
determined by the FHLLBB to be “a proper incident
to the operations of insured institutions and not
detrimental to the interests of savings  account
holders therein™ may be permitted. The FHILBB
regulations implementing section d0O8(¢)2) and
setting forth the permissible activities of ““mul
tiple™™ savings and loan holding companies, 12
CEFR § 584.2-1. do not include the operation of
a commercial bank or of certuin other activities
that this Board has found permissible for bank
holding companics under section 4e)8). In fact.
in the American Fletcher proceeding the FHILBB

stated that it did not intend to hold that commerciul
banking was a proper incident to the operation of
an insured savings and loan. Thus, if this Board
were to conclude that the savings and loan business
is o “proper incident™ to banking, a clear regula-
tory contlict would exist. Any bank holding com-
pany that therealter was permitted to acquire a
savings and loan association would eflectively be
prohibited from acquiring any additional savings
and loan association.  Morcover, even il the
FHLBB did permit a -"multiple™ savings and loan
holding company to acquire a bank. it scems clear
that the resulting bank-S&l. holding  company
would be precluded, under FHILBB regulations
implementing  section 4(¢)(2) of the National
Housing Act, from engaging in many activitics
that this Board has found permissibie for bank
holding companices.

In the American Fletcher case, the Board noted
that the mere existence of  separate regulatory
framework for banks and S&Ls does not neces-
sarily imply that Congress intended o prohibit
common ownership of the two types of institu-
tions. In that casc, however. the Board denied the
application without reaching the broad issue raised
here. In the present case, the scope of the activities
carried on by Empire has required the Board to
focus upon these contlicts between the regulatory
structures. In cffect, savings and loan regulators,
acting pursuant to their legistative mandates, have
decided that it is in the public interest for savings
and loun associations (o be able to provide certain
services that are incidental to the savings and loan
business. The Board, on the other hand. has de-
cided under the sundards of the Bank Holding
Company Act that the public interest would be
disserved by allowing bank holding companics to
engage in the same activitics. A conflict in regula-
tion has arisen only because of the proposul to
allow the creation of holding companics that would
operate subject to both sets of regulators. This
conflict cannot responsibly be reconciled untlat-
crally by this Board through the imposition of 4
regulatory restriction truncating the activities of
bunk-afliliated S&l.s 1o fit within the confines ol
the Bank Holding Company Act, for to do so could
prevent full realization of the public benetits that
might be expected from the operation of a suvings
and loan association. The conflict can be resolved
only by Congress. Until it is resolved it must be
viewed as a signiicant adverse Tactor that pre-
cludes the Board from finding, under the standards
of the Bank Holding Company Act as presently



286 Federal Reserve Bulletin U March 1977

in c¢ffect, that the operation of a savings and loan
association is a ‘“proper incident’’ to banking.

The Board also recognizes that disparities in the
respective regulatory  frameworks  within which
banks and S&l.s operate has encouraged an insti-
tutional rivalry between the two industries that
offers certain public benefits. Savings and loans,
having as their principal function the provision of
funds for housing, have traditionally had limited
access and liability powers. As S&I.s have strived
to increase their competitive positions with respect
to commercial banks they have sought broader
asset and liability powers. The development of
NOW accounts is an cxample.

If the Board were to permit bank holding com-
panies generally to acquire savings and loan asso-
ciations, such action could set in motion a train
of events that might tend to crode such institutional
rivalry, which would undoubtedly become  less
intense as banks and thrifts came under common
control and the commonality of interest between
the two industrics grew. ' The Board belicves that
a judgment having the potential for such long
range cifects should be made by Congress.

Congress has in fact been considering numerous
proposals in recent years for expanding the powers
of savings and loan associations, and the implica-
tions of such expansion provide an additional basis
for the Board to conclude that it should not deem
the savings and loan business to be a “‘proper
incident™™ to banking under presently applicable
standards. Although savings and loan assoctations
are not currently considered to be “*banks’ within
the definition of **bank™ in section 2(¢) of the
Buank Holding Company Act—because they do not
both take demand deposits and make commercial
loans—- there have been repeated cfforts to expand
their powers and to make them more nearly
equivalent 1o those of banks. ' As the Board stated
in the American Fletcher decision at 60 Federal
Reserve BULLETIN BO9 (1974):

TWhile at present only about 15 per cent of the Federally-
insured savings and loan associations in the country are stock
companies (representing about 22 per cent of the assets of all
such savings and loan associations), and thus potential candi-
dates Tor acquisition, that percentage would be very likely to
increase significantly if conversions of mutuals were to be
generally authorized. In Public Law 93 495 Congress author-
ized a limited number of conversions of mutual savings and
louan associations to the stock form. The FHLBR has received
approximately 70 applications for conversions and has ap
proved 24, The 17 associations that have already converted
represent more than $2 billion in asscts.

M See opposite column for footnole.

| Tihere is a discernible trend toward less-
ening distinctions between banks and suv-
ings and loan associations. Geographic re-
strictions on mortgage lending by savings
and loan associations have been liberalized.
Recently, savings and loan associations were
permitted by the Federal Home loan Bank
Board to participate in the Federal funds
market, previously dominated by commer-
cial banks. Savings and loan associations
recently were authorized to offer large ne-
gotiable certificates of deposit. The role of
savings and loan associations in the nation’s
payments mechanism is growing. ‘The Pres-
ident’s Commission on Financial Institutions
and others have made proposals to expand
the powers of savings and loan associations.
The close relationship between banking and
operation of savings and loan associations
would become even closer should these pro-
posals be implemented. Should this trend
continue to the point where savings and loan
associations both accept demand  deposits
and engage in the business of making com-
mercial loans, savings and loan associations
would actually become **banks™ for pur-
poses of the Act.

The Bank Holding Company Act imposes cer-
tain restrictions with respect to banks that are not
applicable to nonbanks-- -most notably, a bank
holding company cannot acquire a “*bank™ in a
State other than that in which it does its principal
banking business. As the Board noted in Ameri-
can Fletcher, this restriction would not currently
apply to the acquisition of a savings and loan as-
sociation because they are not now technically
“banks’’ for purposes of the Act. However, if the
Board were presently to permit bank holding
companies to acquire savings and loan associa-
tions in other States—and the desire o avoid ac-
quisitions threatening adverse competitive conse-
quences in particular markets might well compel
bank holding companies to look to other States
for savings and loan association acquisitions it
could develop in time, if savings and loan associ-
ation powers expanded, that savings and loan as-
sociations would satisfy the definition of **bank™”
and that the interstate banking prohibitions of the
Act had been substantially undermined by carlier

"“The proposed “Financial Reform Act of 1976, H.R.
13077. 94th Cong., 2d Sess., would have authorized Veder-
ally-chartered savings and loan associations to make loans for
cducation; consumer loans: loans for “community conserva
tion, development, or improvement™: loans to corporations
whose activities “are reasonably related to the activities of
[savings and loan| associations:™ and loans 10 States and their
subdivisions.
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alliliations between commercial banks and savings
and loan associations. While the import of this
decision may be that the savings and loan busi-
ness is so closely related 1o banking that it should
not be viewed as a tproper incident™” to banking,
the Board has concluded that the decision should
he left to Congress whether. in light of the poli-
cies underlying the Bank Holding Company Act,
such “"near-banks™ should be treated as ““bhanks™
or “‘nonbanks’.

For the foregoing reasons and other consid-
crations reflected in the record. the Board has de-
termined that the operation of a savings and loan
association, although closely related to banking or
managing or controlling banks. is not a proper in-
cident to banking. Therefore. the subject applica-
tion is hereby denied.

[n reaching this decision. the Board wishes to
cmphasize that the conclusions reflected  herein
are expressed only within the boundaries of the
Board’s responsibilities under the Bank Holding
Company Act as currently in effect, and are appli-
cable only with respect to the present regulatory
framework and the characteristics of banks and
S&l.s as they presently operate within that frame-
work. The Board does not intend to suggest that
aftiliations between banks and thrilt institutions
should not be permitted under any circumstances.

By order of the Board of Governors, eftective
February 22, 1977.

Voting for this action: Chairman Burns and Gover-
nors Gardner. Wallich. Coldwell, Jackson. Partee, and
Lilly.

(Signed) THEODORE . ATTISON,

[SEAL Secretary of the Board.

First Sceurity Corporation,
Salt Lake City, Utah

Order Denying Reguest for Reconsideration

First Security Corporation, Salt Lake City, Utah
(" FSC™), has requested that the Board reconsider
and modily its Order of July 30, 1976 (the **July
30 Order™). denying any further extension ol time
for divestiture by FSC of its ownership of First
Sceurity Savings and F.oan Association of Poca-
tello, tdaho (“"FSS&IL 7). and ordering FSC to file
a divestiture ptan and Lo effect o divestiture of
FSS&L.. Among the grounds advanced in support
of FSC's request are its contention that BFSCTs
acquisition of FSS&I. in 970, without the prior

approval of the Board, was not a “willful ™’ viola-
tion of the Bank Holding Company Act (“Act’’),
and that FFSC’s continued holding of FSS&I. sub-
sequent to that acquisition was not contrary 1o the
directives given o FSC by the Federal Reserve
Bank of San Francisco (**Reserve Bank™™) and the
Board in 1971 and 1972, respectively, to divest
FSS&l..

The circumstances concerning FSC’s ownership
of FSS&I. are set forth in the July 30 Order, and
nothing submited by FFSC in support of its request
for reconsideration leads the Board to conclude
that the operative facts are other than as stated
in that Order. Specifically, the record establishes
that on April 1, 1970, at a time when First Security
Investment Corporation (**I'SIC™) had pending in
escrow a sale of its controlling interest in FSS&I.
to U.L.P. Corporation, Milwaukee, Wisconsin
(UIP™), EFSIC merged into FSC. The Board
concluded in the July 30 Order that upon consum-
mation ol the FSIC-FSC merger FSC acquired
control of FSS&I.. within the meaning of section
2(a) of the Act, without the prior approval of the
Board. and the material submitted with the request
for reconsideration has not caused the Board to
alter that conclusion. On September 30, 1970, the
liederal Home lLoan Bank Board denied UIP’s
application under section 408 ol the National
Tousing Act for permission o acquire control of
FSS&LL, and the shares of FSS&I. held in escrow
were thereupon delivered to FSC. FSC was subse-
quently advised by the Federal Reserve Bank of
San Francisco that its acquisition of FSS&I. vio-
lated the Act and it was directed 10 take steps o
effect a divestiture.

Over a period of several years following the
imitial instruction to FSC to divest FSS&!I.. the
Reserve Bank, with the concurrence ol  Board
stafl, granted FSC a number of extensions of the
time within which to eflect the divestiture. The
premise for the extensions was that the Board had
under consideration the general question whether
the operation of a savings and loan association
should be decmed to be a permissible activity for
a bank holding company, and that if this activity
were Lo be permitted, the Board might entertain
an application {rom I'SC o retain the shares of
FSS&!L.. Late in 1975, after consultations with the
Reserve Bank, FSC submitted an application to
retain the shares of PSS&ILL, which was transmitted
to the Board in May 1976, On July 30, 1976,
hefore notice of the application had been published
in the Federal Register. the Board considered
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FSC's request for a further extension of time to
divest FSS&I.. As of that date the Board had still
not decided that the operation of a savings and
joan asosciation was a permissible activity for
bank holding companies, and it determined in the
July 30 Order not to grant any further extension
of time for divestiture of FSS&ILL by FSC. On
August 23, 1976, FSC filed its request for recon-
sideration of the July 30 Order. On September 15,
1976, the Board extended the time for the filing
of a divestiture plan until a date following action
on the request for reconsideration, and on No-
vember 8, 1976, the Board extended the time for
divestiture until such date as might be fixed in an
order deciding the request for reconsideration.

In considering the application of D. H. Baldwin
Company. Cincinnati, Ohio, for permission to
retain control of Empire Savings, Building and
Loan Association, Denver, Colorado, the Board
has today decided, both as to the facts of that case
and as a general mater, that the operation of a
savings and loan association is not a proper inci-
dent to banking, within the meaning of section
(XY of the Act. In light of this decision the
Board has determined that FSC's request for re-
consideration should be denied as moot.

Accordingly, the dates fixed in the Board’s
Order of July 30, 1976, for the filing of a plan
of divestiture and for the completion of divestiture
by I'SC arc hereby extended as follows: FSC is
directed to file a plan of divestiture for approval
no later than May 22, 1977, and to accomplish
divestiture no later than August 22, 1977. The
length of these periods has been expanded beyond
those fixed in the July 30 Order principally in
consideration of FSC's contention that damage
caused by the collapse of the Teton Dam in 1976
may have an impact upon the business of FSS&L
conducted from its Rexburg, Idaho office.

By order of the Board of Governors, ctfective
February 22, 1977.

Voting for this action: Chairman Burns and Gover-
nors Gardner. Wallich, Coldwell, Jackson, Partee, and
Lilly.

Votes against this action: None.

(Signed) THEODORE . ALLISON,

[skAL] Secretary of the Board.

Patagonia Corporation,
Tucson, Arizona

Determination Regarding “*Grandfather®”
Privileges Under Bank Holding Company Act

Section 4 of the Bank Holding Company Act
(12 U.S.C. 1843) provides certain  privileges
(*‘grandfather’ privileges) with respect o non-
banking activitics of a company that, by virtue
of the 1970 Amendments of the Bank Holding
Company Act, became subject to the Bank Hold-
ing Company Act (**Act’”). Pursuant to § 4(a)(2)
of the Act, a ““company covered in 19707 may
continue 1o engage, either directly or through a
subsidiary, in those nonbanking activitics that such
a company was lawlully engaged in on June 30,
1968 (or on a date subsequent to June 30, 1968,
in the case of activities carried on as a result of
the acquisition by such company or subsidiary,
pursuant 1o a binding written contract entered into
on or before June 30, 1968, of another company
engaged in such activities at the time of the acqui-
sition), and has been continuously engaged in
since June 30, 1968 (or such subsequent date).

Section 4(a)(2) of the Act provides, inter alia,
that the Board of Governors of the Federal Reserve
System may terminate such grandfather privileges
if. having due regard to the purpose of the Act,
the Board determines that such action is necessary
o prevent an undue concentration of resources,
decreased or unfair competition, conllicts of inter-
est, or unsound banking practices. With respect
to a company that controls a bank with assets in
excess of $60 million on or after December 31,
1970, the Board is required to make such a deter-
mination within a two-year period.

By petition, dated June 28, 1972, Patagonia
Corporation (**Patagonia’), Tucson, Arizona, re-
quested @ determination by the Board, pursuant
to section 2(d)3) of the Act (12 U.S.C. §
1841(d)(3)), that on or before June 30, 1968,
Patagonia had the power to exercise a controlling
influence over Pima Savings and Loan Association
(*Pima’™), Tucson, Arizona, and, therefore, that
Pima was an indefinitely grandfathered **subsidi-
ary”” of Puatagonia pursuant to scetion 4(a)(2) of
the Act (12 U.S.C. § 1843(a)(2)). By Order dated
June 29, 1973 (38 Fed. Reg. 18411), the Board
determined the grandfather privileges of Pata-
gonia, finding that it was entitled to rewain indefi-
nitely on the basis of § 4(a)(2) of the Act only
the 20.005 per cent of the outstanding voting stock
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of Pima that it acquired before June 30, 1968 and
that it was required to divest itsell of . or obtain
the Board’s approval to retain by December 31,
1980, the almost &0 per cent interest in Pima that
it acquired after June 30, 1968, By leuer of July
6, 1973, the Board informed Patagonia that its
request for a controlling influence determination
had been denied on the ground that any sach
determination could not grant Patagonia grandfa-
ther privileges. However, the Board went on to
state that, after examining the material Patagonia
had submitted with its request, it was of the
opinion that Patagonia did not have the power (o
exercise a controlling influence over the manage-
ment or affairs of Pima on June 30, 1908.

Upon judicial review. the United States Court
of Appeals for the Ninth Circuit vacated those
portions of the Board’s Order dealing with grand-
father rights to the 80 per cent interest in Pima
acquired after June 30, 1968: and, in a decision
rendered May 19, 1975, the Court remanded the
matter to the Board with instructions to hold a
formal hearing on the issue ol whether Patagonia
did, in fact, have the power to ¢xercise a control-
ling influence over Pima Savings and Loan Asso-
ciation on or before June 30, 1968.' The required
formal hearing was held in Tucson, Arizona, from
September 30, 1975 through Octoher 3, 1975,
before Philip J. LaMacchia, former Administrative
Law Judge., now retired, in accordance with the
Board’s Rules of Practice for Formal Hearings (12
CER Part 263). A substantial record on the issue
was developed through extensive testimony by
witnesses on behall of Patagonia, through cross
examination of witnesses by Board counsel, and
through numecrous exhibits submitted by both par-
tics to the proceeding.

In a Recommended Decision dated March 31,
1976, the Administrative Law Judge concluded on
the basis of the evidence of record that Patagonia
did not have the power directly or indirectly to
exercise a controlling influence with respect to the
management or policies of Pima on or before June
30, 1968, and, therefore, Pima was not a subsidi-
ary of Patagonia within the meaning of § 2(d)(3)
of the Act (12 U.S.C. § 1841(d)(3)). Therefore,
Patagonia was not cngaged within the meaning of
§ Ha)2) of the Act. in the savings and loan
business on June 30, 1968, dircctly or through a
subsidiary.

With respect 1o Patagonia’s claim that Pima was

'See pp. 299 and 300 tor Toototes 1o this order.,

its subsidiary on June 300 (968 by reason of
Jalagonia’s power 1o cxercise a controlling influ-
ence over the management or policies of Pima,
the Board, having considered the entire record of
the hearing, including the transcript. exhibits, and
briefs filed in connection with the hearing. and
the Recommended Decision filed by the Adminis-
trative Law Judge, together with Patagonia’s ex-
ceptions and Board counsel’s response thereto. has
determined that the Administrative Taw Judge's
findings of fact, conclusions and recommendations
are substantially correct in all respects material to
the Board’s decision herein, and, as moditied and
supplemented herein, are supported by the evi-
dence of record and should be, and are, adopted
as the findings and conclusions of the Board.

Background:

Pima Savings and Loan Association was organ-
ized in 1953 by Messrs. Irving Hall. Elmer
Present, Frank O’Reilly, B. G. Beek, and B, G.
Thompson, who composed its first board of direc-
tors.* At that time. Mr. Hall owned 50.5 per cent
of Pima’s outstanding shares.® In 1956, at My,
Hall’s request. Mr. John Sakrison joined Pima as
its president, chief executive otlicer, and a member
of the board of directors.? In November 1956, Mr,
Hall agreed to allow Mr. Sakrison to purchase up
1o 50 per cent of the shares that he held. and further
agreed that Mr. Sakrison could vote all of Mr.
Hall’s stock in Pima so long as Mr, Sakrison
remained in the employ of Pima.® Mr. Hall and
Mr. Sukrison agreed in 1957 that neither could
sell or otherwise dispose of his stock in Pima
without the written consent of the other. These
agreements also bound Mrs. Hall in the event of
Mr. Hall’s death.® As aresult of these agreements.
in 1957 and 1958 Mr. Sakrison purchased slightly
in excess of 25 per cent of Pima’s voting stock.?

In [958 Mr. Kenneth Herman joined Pima at
Mr. Sakrison’s request as vice president and be-
came a member of Pima’s board of directors.” Mr.
and Mrs. Hall sold Mr. Herman some of their Pima
shares; however, Mr. Sakrison retained the right
to vote those shares and to veto their sale.” 'urther,
in the event Mr. Hall and Mr. Sakrison sold their
interests in Pima. Mr. Herman was obligated 1o
sell his stock 1o their purchaser.'® Mr. Hall died
in 1959 and Mrs. Hall inherited his shares. ™

As a result of other transactions, by 1967 Mr.
Sakrison’s control was reduced 1o approximately
40+ per cent of Pima’s guarantee stock. ™ How-
cver, Mr. Sakrison also held the voling proxies
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of Pima’s borrowers and depositors which, when
combined with his own guarantee stock and the
stock he voted pursuant to the agreements, gave
him control of substantially in c¢xcess of 50 per
cent of Pima’s voting power. "

In Junce of 1967, Mrs. Hall determined to scll
her stock directly and indirectly to Patagonia Cor-
poration.'" At the time of the sale Mr. Sakrison,
as required by the agreement, gave his consent
and the agreements with Mrs. Hall and Mr. Her-
man were lerminated. '™ At the same time Pata-
gonia purchased a few additional shares Irom
another party. with the result that Patagonia con-
trolled slightly in excess of 20 per cent of Pima’s
guarantee stock, '

As a result of these transactions, Mr. Sakrison
fost control of a majority of Pima's voting stock
for the first time in his association with it.'7 How-
cver, less than two weeks alter Patagonia’s pur-
chase of Mrs. Hall's stock. Mr. Sakrison and the
other Pima directors and substantial stockholders
consolidated approximately 56 per cent of Pima’s
outstanding guarantee stock in a voting trust.'® By
virtue of this trust, Mr. Sakrison retained control
since the voting trustees were Mr. Sakrison and
his two long-time friends and business associates
Mr. Present and Mr. O'Reilly. ™ Under the terms
of the trust, the trustees had to unanimously agree
hefore the stock held in the voting trust could be
sold 20 In addition. they agreed not to sell until
a prospective purchaser guaranteed to purchase all
the stock in the trust at a price and terms decided
on by the trustees.?!

In July 1967, Mr. Williams and Mr. Moncy
were clected 1o Pima’s board of dircctors as Pata-
gonia’s representarives.® Mr. Williams was the
largest shareholder and a founder of Patagonia and
Mr. Money the third-largest sharcholder and also
a founder of Patagonia.® In February 1968, Mr.
Raymond Rich was elected to Pima’s board of
directors. Mr. Rich was also one of the founders
of Patagonia and was a major driving force behind
it.2 As a result of these occurrences, Patagonia
was represented by three of the 15 Pima diree-
tors.? This situation obtained through October
1968, when, at @ meeting between Mr. Rich and
Mr. Sakrison, an agrecment on the sale of Pima
was reached.® In June of 1969 Patagonia pur-
chased control of Pima.

Yatagonia claims that, notwithstanding the fact
that it did not acquire 25 per cent or more of the
voting shares of Pima until June 1969, Pima was
a subsidiary on June 30, [968 by virtuc of the
fact that Patagonia had the power to exercise a

controlling influence over its management or poli-
cies. Patagonia raises various arguments concern-
ing the existence of this power. Among other
arguments, it contends that, because of its slightly
more than 20 per cent interest, Patagonia had the
potential for exercising a restraint on various types
of corporate action or a sale by stockholders and
therefore exercised a controlling influence. Fur-
ther. Patagonia argues it had a controlling influ-
ence by virtue of the desire of Mr. Sakrison and
his associatles to sell o Patagonia and by virtue
of Mr. Sakrison’s desire that his associates con-
tinuc in cmployment in the event Patagonia was
the purchaser. Additionally, Patagonia argues that
the judgment and experience of its representatives
on the board of dircctors gave them a controlling
influcnce in the formulation of Pima®s actions and
long-range policies.

Statutory Framework for the Board’s Decision:

The relevant part of § 4(a)}2) of the Bank
Holding Company Act provides:

That a company covered in 1970 may also

engage in those activities in which direetly

or through a subsidiary (i) it was lawfully
engaged on June 30, 1968 (or on a date
subsequent to June 30, 1968 in the case of
activities carried on as a result of the acqui-
sition by such company or subsidiary, pur-
suant to a binding written contract entered
into on or before June 30, 1968, of another
company engaged in such activities at the

time of the acquisition). . .

Therefore, the question for the Board is whether
Patagonia can be considered to have heen engaged
through Pima in the savings and loan business on
June 30, [968. To have been so engaged., Pima
must qualify as a subsidiary as of that date. Sub-
sidiary is defined by § 2(dX3) of the Act as
meaning with respect to a specitied bank holding
company:

. any company with respect to the man-
agement or policies of which such bank
holding company has the power. directly or
indirectly, to exercise a controlling influ-
ence, as determined by the Bourd after no-
tice and opportunity for hearing,

There are no judicial decisions interpreting the
concept of controlling influence in the Bank Hold-
ing Company Act. However, this concept appears
in both § 2(a)(9) of the Investment Company Act
of 1940 115 U.S.C. § 80a-2(a)9)] and in § 2(ax8)
of the Public Utility Holding Company Act |15
U.S.C. § 79b(a)(8)]. With respect 1o those acts
there have been a number of judicial and adminis-
trative interpretations defining the scope of the
term 26
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Among others, the following statements have been

made about the power to exercise a controlling

influence:
The existence of “controlling influence™ is
A tuctuad determination to he ascertained in
the Commission’s expert judgment by the
weighing of circumstantial evidence and the
drawing of reasonable inferences therefvom.
The principal factors in determining this
from the special circumstances of cach case
for the statutory exemption are the size and
extent of the companies involved. the extent
of the intercompany relationships, the own-
ership and distribution of securities, and the
parent company’s part in the organization
and development ol the subsidiary company
together with the past relationships.
(Footnotes  omitted.)y  American Gas  and
Electric Co. v. S.E.CoO 134 F.2d 633, 642,
(D.C. Cir. 1943)

Considered in the light of the legislative
history and the over-all purposes of the stat-
ute. it iy clear that the statutory concept of
control embraces within it those pressures
and intluences, at times admittedly delicate,
by which an investment company can exer-
cise a dominating persuasiveness in the af-
fairs ol the portfolio company. And this
““does not necessarily mean that those exer-
cising a controlling influcnce must he able
to carry their point. A controlling influence
may be ceflective without accomplishing its
purpose fully. ™™ Nor is it necessary that there
be an actual exercise of the “controlling
influence. ™™ It is suflicient if the power exists
ina latent form. In determining the existence
of this latent power, consideration may of
course be given to events which have not
occurred but may occeur and which would
result in the invocation ol the Tatent power.
(Footnotes omitted.) The Chicago Corpora-
tion, 28 S.1L.C. 4063, 468 (1948)

An analysis of the administrative and judicial
cases in this arca convinees the Board that there
is, and can be, no standard definition of the term
Tpower to exercise a controlling influence ™ which
might be applicd by the Board. Rather, as the
Sccurities and Exchange Commission has noted:

Control determinations involve issues of fact

which cannot be resolved by the use of a

mathematical formula. BFach requires a care-

ful appraisal of the whole elfect of the
various relations and other circumstances
present in the particular case. some of which
may point to one inference while others to
an opposite one. Tavestors Mutual, CCH

Fed. See. Law Rep. € 77, 348 at € 82,635

The Board believes that in determining the na-
ture of the facts o look for in order to decide
whether a controfling influence exists. preat weight
should be given to the purposes of the statute in

which the term appears and the context within the
statute in which it appears. This point has pre-
viously been recognized by both the SEC and the
courts. The context and purposes of the term
Tpower 1o exercise a controlling influcnce™ are
somewhat different in the Bank Holding Company
Act than in the Public Utility Holding Company
Act or the Tnvestment Company Act.

First, there are structural differences in the stat-
utes. For instance, the latler two statutes create
a presumption of control by virtue of u certain
level of stock ownership. Thus. the proceedings
in which the above statements about controlling
influence were made were ones in which a com-
pany was attempting to establish that it did not
exercise a controlling influence despite the pre-
sumption to the contrary. As the court stated in
Koppers United Co. v. S LL.C.:

The theory of the Act is that ownership of

more than ten per cent of a corporation’s

stock s sufficient to show control or a con-
trolling influence, unless in a particular case
other facts rebut that inference. 1138 F.2d,

S577. 580 (1943)]

Sccondly, the latter two statutes have diflerent
purposes. As an example, the Public Utility Hold-
ing Company Act requires that the determination
as 1o whether the management or policies of a
company are subject to a controlling influence be
guided by the purpose of the inquiry. That is. is
a company’s inffuence such “ras to make it neces-
sary or appropriate in the public interest or for
the protection of investors or consumers that the
applicant be subject to the obligations, duties, and
labilities imposed in this chapter”™?

There are clearly different standards to be em-
ployed in making a judgment as to whether the
influence of a company in another company’s
operations is signilicant enough that investors or
consumers should be entitled to appropriate infor-
mation and other protections than in determining
whether a company may be considered to have
been so involved with another company that it
might be considered to have been engaged in that
company’s business.*®

The purpose of the inquiry under § 4(a) of the
Bank Holding Company Act is (o determine in
this case whether Patagonia can be considered o
have been engaged in the savings and loan busi-
ness through Pima. a subsidiary. on the June 30,
1968 date. The definition of subsidiary in § 2(d)3)
speaks in terms of the ““power to exercise™ a
controlling influence. This section. however, was
added by Congress to conform to § 2(a)(2)(C) of



292  Federal Reserve Bulletin 3 March 1977

24

the Act,
control over another company if it
a controlling influence. The original amendment
was offered by Congressman Ashley, and from
statements by him and Congressman Patman it was
clear that they intended to reach situations of
actual control * This dilference 1s of very little
importance, however, and may be primarily sc-
mantic. Congress intended 1o allow bank holding
companies which were engaged in o particular
business on the grandfather date to continue to
engage in that business since the primary purpose
of the legislation was to prevent future abuses
rather than fo remedy existing ones. The Board
belicves that the test is, therefore, whether a com-
pany may be considered to have been so influential
in the affairs of a particular company as to be
considered to have been engaged in that business
on June 30, 1968,

Obviously, there may be no evidence which
bears directly on happenings on that date. In the
Board's view, the proper approach to the question
is to examine relatively contemporancous evidence
both before and after the June 30 date to determine
whether it is likely that a power to exercise a
controlling influence existed on that date such that
a company should be considered to have been
engaged in the business of another company. In
this regard, the Board, while adopting the hearing
officer’s findings of fact and conclusions of law
to the extent not inconsistent herewith, has. among,
other things. considered the following: whether
there are facts in the record which demonstrate
an actual exercise of a controlling influence; or
whether the record discloses that the structure of
the situation was such that the power to exercise
a controlling influence is likely to have existed
ceven though actual evidence of its exercise may
not have been obvious; or, finally, whether there
are sufficient events in the record from which one
can infer that a controlling influence must have
been exercised. The Board now turns to a discus-
sion of whether the facts of record lead one to
the conclusion that Patagonia was  engaged,
through Pima, in the savings and loan business.
Analysis of Whether the Power to Exercise u
Controlling Influence Existed on June 30. 1968

1. Are there events evidencing an actual exer-
cise of a controlling influcnce over the manage-
ment or policies of Pima?

Patagonia, through the testimony of its wit-
nesses at the hearing, cited various  examples
which it claimed showed its actual exercise of a

which provides that a company has

rexercises’

controlting influecnce over the management or pol-
icies of Pima.

Mr. Kenneth . Herman. formerly Executive
Vice President of Pima, subsequently President,
and a member of the Board of Directors of Pima,
cited two examples of Patagonia’s influence over
the management or policies of Pima through Mr.
Raymond A. Rich, who was a member of the
Board of Directors of Pima in 1968 und subsc-
quently the Chariman of the Board of Patagonia.
Mr. Herman cited Mr. Rich’s influence in chang-
ing Pima's longstanding policy against leveraging
(using borrowed funds to expand Pima’s lending
capability).™ However, the record shows, and the
Administrative Law Judge found, that Pima’s pol-
icy on leveraging did not change until 1969, after
Mr. Sakrison had sold his shares and Patagonia
had acquired majority control ol Pima’s voting
stock. The second example Mr. THerman cited
was Mr. Rich's success in getting the Board of
Pima to defer making a decision on whether to
make a loan to a certain publicly held corporation.
Based on information subsequently supplied by
Mr. Rich, the loan was denicd. However, the
record supports the finding that both the deferral
decision and the loan denial occurred after June
30, 1968.%

Patagonia also cited its influcnce through Mr.
Williamm C. Money, third largest stockholder of
Patagonia, and a director of Pima. Mr. Herman
credited Mr. Money with persuading Pima to move
back more heavily into the VA and FHA mortgage
market in 1968, aiding in the discussion of whether
or not Pima should make a large commitment in
the mobile home industry, assisting in dissuading
Pima from entering the consumer lending, business
and establishing a salary commitiee.™ The Ad-
ministrative Taw Judge found, and Mr. Sakrison
testified, that the movement by Pima back into the
FHA and VA market did not occur until after
Patagonia purchased majority control of Pima in
1969 Although the discussion of whether or not
Pima should make a large commitment in the
mobile home industry occurred during 1967-1968
according to Mr. Herman, the record shows and
the Administrative Taw Judge noted in his Rece-
ommended Decision, that both Arizona chartered
and Federally chartered savings and loan associa-
tions were not authorized to make mobile home
loans until July 1969 .7

Mr. Herman also noted Mr. Money’s influence
in dissuading Pima from entering the consumer
lending business in 1968, “*when the vehicle was
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provided 1o savings and loans. by regulations.

ST The record shows that Pima did not in fact
enter into the consumer lending business in 1968,
Mr. Herman described the consamer fending busi-
ness as Tmaking loans, like a property improve-
ment loan, o trailer loan. non-first real estate
mortgage lending.” ™ However, it appears  that
there was no change in the regulations prohibiting
or permitting suvings and loans 10 make consumer
loans during 1967 or 1968 Thus, Pima’s re-
fraining from making conswmer loans of the type
Mr. Herman deseribed appears to have been the
result of its abiding by the repulations restricting
the types of loans savings and loans could make
and not the result of Patagonia’s exercising a
controlling influence through Mr. Money 1o re-
strain Pima from entering the cousumer lending
business.

Finally. Mr. Herman pointed to Mr. Money’s
suggestion that Pima’s Board establish o salary
committee as an example of the controlling influ-
cence Patagonia exercised over the management
and policies of Pima. At Pima’s Board of Direc-
tors” meeting of January 9, 1968, Mr. Sakrison
appointed a salary committee (Mr. Sakrison ap-
pointed all members of all committees) that in-
cluded Mr. Money.® The minutes of the Board
meeting do not indicate that the salary commitiee
was formed at the suggestion of Mr. Money but,
i any event, the formation of the committee was
well received and supported by the entire Board.
The salary committee did not have final authority
over salaries: it merely made recommendations o
Pima’s Board. which retained ultimate authority
in this arca. '

T'he Board finds that the record simply does not
contain direet evidence that Patagonia actually
exercised  a controlling  influence  over  Pina.
Rather. the record supports a finding that, up until
Patagonia acquired a majority of the shares of
Pima in 1969, Mr. Sakrison controlled a majority
of the voling stock of Pima cither throngh direct
ownership or indirectly through a voling trust. !
The record clearly indicates that Mr. Sakrison. as
President ol Pima, was in complete control of the
management and policies of Pima. The few spe-
cific examples of influence by the three Patagonia
directors on Pima’s 15 member Board that Pata-
ponia claimed represented the exercise of a con-
wolling influence cither occurred after June 30,
1968 or were not supported by the record. Mr.
Sakrison himsclt could name no incident and no
policy in which he differed with Patagonia’s

directors other than his policy against leveraging,
which he refused to change until after he had sold
his stock o Patagonia in 1969 .4

2. Does an inference of cither the power to
exercise or the exercise of a controlling influence
arise from the structure of the sitwation prior to
or on June 30, 19687

Patagonia’s basic contentions in this regard are
that the power gencraled by its ownership of
slightly more than 20 per cent of the stock as well
as its announced intention 10 buy a substantial
additional block of stock in the future for cash
gave it a controlling influence over the manage-
ment or policies of Pima. They argue that this is
due in part to Mr. Sakrison’s desire 10 have his
associates retained by Patagonia. Patagonia further
claims that the qualitative aspects of Patagonia’s
representative directors on the Pima board gave
it a controlilng influcnce.

The Board finds that, as of June 1967, Mr.
Sakrison held 20.7 per cent of Pima’s stock, Mys,
Hall (the widow of Pima’s founder, Irving Hall)
together with Dr. Elmer Yeoman (her advisor)
owned 20.6 per cent of Pima’'s stock, and Elmer
Present together with his family owned 15.3 per
cent of Pima’s stock. Neither Mr. Sakrison nor
Mrs. Hall could sell their stock without the other’s
consent.™ On June 29, 1967, Mr. Sakrison and
Mrs. Hall terminated the agreement which re-
stricted the sale of their Pima stock and Mrs. Hall
disposed of all but 3,500 of her shares of Pima
o Patagonia and Mr. David R, Williams, Jr. (a
founder of Patagonia) for a combination of Pata-
gonia stock and cash.*

On July 11, 1967, Mr. Sakrison and the other
directors and  substantial  stockholders of Pima
consolidated approximately 56 per cent of Pima’s
outstanding stock in a Voung Trust controlled by
Messrs. Sakrison. Present and Frank C. O Reilly
(it founder of Pima and owner of 7 per cent of
its stock).™ The terms of the trust provided that
the (rustees had to unanimously agree to sell the
stock held in trust and. only if the purchaser agreed
1o buy all the stock at a price agreed 0 unani-
mously by the Trustees. could the stock be sold
at all. ' At all times relevant to the issue of whether
Patagonia had the power to exercise a controlling
influence over the management or policies of
Pima, the structure of the situation remained un-
changed with respect to the quantitative ownership
of the outstanding stock of Pima; Patagonia con-
trolled 20.005 per cent and Mr. Sakrison con-
trolled in excess of 56 per cent. In addition, Mr.
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Sakrison had the power of proxy over the votes
of the people entitled to vote at the annual meeting
by rcason of their deposits or outstanding loans
with Pima.*

In terms of common directors, two Patagonia
dircctors, Messrs. Williams and Money, were ap-
pointed to the Board of Directors of Pima in July
1967. Mr. Sakrison controlled the appointment of
directors to Pima’s Board and initially offered
Patagonia three scats on the 15-man Board; how-
ever, on the advice of counsel, Mr. Rich waited
until February 1968 to be clected to the Board
since he was filling a vacancy caused by the death
of a dircctor rather than replacing a director who
had sold his shares. as were Messrs. Williams and
Money. The minutes of the relevant Board meet-
ings show that after joining Pima’s Board, Mr.
Money attended 11 out of 12 of the meetings; Mr.
Williams attended 3 out of 12 of the meetings;
and Mr. Rich, who joined the Board in February
1968. attended 1 out of 5 of the meetings held
prior 1o June 30, 1968 ¥

The record shows that there was no historical
or traditional relationship between Pima and Pat-
agonia from which a power to ¢xcercise a control-
ling influence could be inferred. Messrs, Williams
and Rich first became aware of the possibility of
acquiring Pima in February 1967. during the pe-
riod when they were still forming Patagonia, ¥
Through Mr. Ben Storek, a Tucson broker and
business advisor to Mrs. Hall, the principals ol
the still-to-be-formed Patagonia were brought into
contact with the principals of Pima (Mrs. Hall,
Mr. Sakrison, and Mr. Present) in February
1967.5° Although Mrs. Hall finally decided 1o
exchange her shares of Pima for a combination
of cash and Patagonia stock in June 1967, Messrs.
Sakrison, Present and O’Reilly were adamant in
their refusal to sell their shares for anything but
cash.? Thus, the record shows that the relationship
between Patagonia’s and Pima’s principals was not
historically or traditionally close, but rather an
arms-length relationship among businessmen from
the very start. Furthermore, that relationship com-
menced in February 1967, only 16 months prior
to June 30, 1968.

The record shows that there was no formal
written contractual agreement between the prin-
cipals of Pima and Patagonia. Messrs. Rich and
Sakrison testified that there was an understanding
between them that before Sakrison sold Pima to
anyone clse he would provide Patagonia with an
opportunity 1o meet the price.” However. a letter

from Mr. Storek to Mrs. Hall dated June 12, 1967
indicates that, at that time, Sakrison would not
grant a right of first refusal to Patagonia.® In any
case, whether there was an informal contractual
right of first refusal or not, Mr. Sakrison’s testi-
mony shows that he was not influenced in his
management of Pima by the prospect of a future
sale to Patagonia.®

There may well be situations in which a 20 per
cent sharcholder may have the power o exercise
a controlling influence over a corporation because
of his ability to veto extraordinary corporate ac-
tions. These factors are relied on in some of the
sase law under other statwtes. However, those
cases did not involve situations where there were
other sharcholders who had absolute control .
Such a finding of influence cannot be made here
where absolute control rested in the voting trust
controlled by Mr. Sakrison. In fact, Sakrison tes-
tified, and contemporancous evidence supports the
conclusion, that the purpose of the voting trust
was to keep Patagonia from gaining control >

Likewise, the argument that Patagonia’s repre-
sentative Directors had qualitative aspects because
of their wide business experience that led o a
controlling influence does not appear to have
merit. Mr. Sakrison could not name any actions
that were taken by Pima at the request of Patagonia
directors.?” Nor could he recall any instances, priot
to January 1969, in which he sought the counscl
and advice of Messrs. Rich or Williams, although
he felt he had but was not certain.®® Furthermore.
the minutes of the Board mectings held by Pima
during this period do not indicate any cvents or
actions that might give rise to an inference that
Patagonia had the power to excreise a controlling
influence over the management or policies of
Pima. ™ (See also Mr. Sakrison’s testimony on
this matter in the next section. which is equivocal
on the question whether Patagonia’s directors’
views had greater weight.)

With respect to the question whether influence
existed because of Sakrison’s desire that his asso-
ciates be retained, the hearing officer rejected this
contention, stating, *“There is no evidence that the
carcer aspirations  of Pima’s  management  in-
fluenced any action which could be said to favor
Patagonia. In the absence ol any evidence to the
contrary, the unflattering notion implicit in the
point to be made here is rejected. ™™ The Board
agrees that the record is devoid of any cvidence
indicating that the power to exercise a controlling,
inflluence arose from these considerations. In fact,
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in a related aspect, Mr. Sakrison testitied that the
prospect of an impending sale o Patagonia did
not influence his conduct.™

3. Can a controlling influence be inferred from
the cvents?

The Board believes that the record does not
contain any events from which one can infer that
the existence or exercise of a controlling influence
on June 30, 1968 is more likely than not. Indeed,
the events surrounding Patagonia’s initial invest-
ment in Pima and the events surrounding Pata-
gonia’s acquisition of the majority of Pima's stock
i 1969, weigh against an inference of a control-
ling influcnce over the management or policies of
Pima.

The record shows that at the time Mrs. Hall
sold her stock to Patagonia, Mr. Sakrison 100k
steps to assure his continued complete control over
Pima by forming a voting trust with the directors
and farge sharcholders of Pima."™ By its terms,
the Voting Trust would not have been ctfective
unless joined in by the holders of in excess of
50 per cent of Pima’s stock.®" Mr. Sakrison testi-
ficd that the Voting Trust served several purposes,
not the least of which was preventing Patagonia
from gaining control of Pima. % Other testimony
and written documentation in the record supports
this version. ™ The formation of the Voting Trust
was an event evidencing Patagonia’s lack of con-
irol of Pima.

The record provides no evidence of any cvents
that occurred during 1967 or 1968 (hat would give
rise to an inference that Patagonia had the power
to exercise a controlling influence over the man-
agement or policies of Pima. As has alrcady been
noted. no signiticant changes occurred in the way
Pima conducted its business during this period.
Mr. Sakrison could not name any specific ex-
amples of changes or actions that were taken by
Pima at the request of the Patagonia directors. ™
Nor could he recall any instance. prior to January
1969, in which he sought the counsel and advice
of Messrs. Rich or Williams, although he felt he
had but was not certain.®  Furthermore, M.
Sakrison could not recall that Messrs. Rich or
Williams set any of Pima’s policies before January
1969.9 Finally. Mr. Sakrison testificd that there
was no instance in which a strong conviction he
held concerning a practice of Pima was opposed
or changed during this period. % The minutes of
the board mectings of Pima which were held
during this period do not indicate any events or
actions that might give rise to an inference that

Yatagonia had the power to exercise a controlling
influence over the management or policies of
Pima. %

Furthermore, the events Pata-
gonia’s acquisition of the shares of Pima controlled
by the Sakrison group give rise to an inference
that Patagonia had no power to exercise a control-
ling influcnce over the management (Mr. Sakrison)
or policies of Pima. Mr. Sakrison, still secking
to scll his shares and those of the other share
holders who had joined the Voting Trust for cash,
approached a savings and loan broker in the sum-
mer of 1968 1o assist him in finding a cash pur-
chaser. Mr. Sakrison did not inform Patigonia of
his intentions and specifically instructed the broker
not to contact Patagonia as a potential purchaser.™
[t was not until October 1968, after Mr. Sakrison
had alrcady turned down two potential purchasers
and was considering a third, that Patagonia lcarned
of Mr. Sakrison’s cfforts to sell the stock he
controlled.™ The Administrative Law Judge sum-
marized the events leading to Patagonia’s purchase
of the remaining shares of Pima as follows:™

surrounding

Prior to leaving for Florida. Mr. Sakrison
advised Mr. Rich of his scheduled meetings
with the two prospective purchasers. Within
an hour and a half Mr. Rich arrived at Mr.
Sakrison™s oftice to discuss a purchase of
Pima. (Sakrison. Tr. 200). An Agreement
of Sale was reached in less than an hour.
(Sakrison, I'r. 200; Rich, Tr. 54). There was
no negotiation with respect to the price per
share, which had been previously set by the
Voting Trustees at $9.50 per share, nor with
respect to their demand for cash. (Sakrison,
Tr. 2000 Rich. Tr. 54-55. 120).

The $9.50 price per share was $2.00 per share
higher than the amount Patagonia had paid for
Mrs. Hall's stock 16 months carlier, and $3.58
over the book value per share as of December 31,
1968.7% Following exccution of an Agreement of
Sale on October 28, 1968, it became apparcent that
the closing date of Junuary 16, 1969 could not
be met because of the need for approval of the
Federal Home Loan Bank Board.™ On January 9.
1909, a Modification Agreement was negotiated
between Patagonia and Mr. Sakrison pos(poning
the closing date and providing that if the transac-
ton was not consummated by June 2. 1969, all
partics would be released from any liability or
obligation arising {rom the original Agreement of
Sale of October 28, 1968.7" Patagonia also con-
sented 1o the payment of a cash dividend of 9.5¢
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per share on all of the issued and outstanding stock
of Pima, including the recently declared and paid
stock dividend of 20 per cent.”™ This dividend was
originally to have been paid solely to Patagonia, ™
Patagonia also agreed to pay an additional 10¢ per
share for the Pima stock ““to equitably compen-
sate’’ the sellers ““for the unforescen delay’ .77

On January 14, 1969, the Voting Trustees (in-
cluding Mr. Sakrison) gave Patagonia a written
assurance that they, as Dircctors, and Mr. Sakri-
son, as President, would continue to operate Pima
in accordance with the policies evolved and estab-
lished over the years and, secondly, that they
would “‘neither initiate. recommend or vote for
any action which would cause Pima to waive any
rights of substantial value, nor . . . initiate, rec-
ommend or vote for any action which would cause
Pima to enter into any material transactions other
than in the ordinary course of business.””™ The
need for such written assurances contradicts any
inference that Patagonia had the power to exercise
a controlling influence over the management or
policies of Pima.

Finally. in its application to the FSLIC for prior
approval to acquire control of Pima filed on Feb-
ruary 5, 1969, Patagonia did not claim Pima
already was its subsidiary within the meaning of
12 U.S.C. § 1730(a)2).7 On June 11, 1969, Mr.
Sakrison reported to the FHILLBB pursuant to 12
U.S.C. § t730(1) (1) that a change of control of
Pima had occurred. 12 U.S.C. § 17301 (D
requires the president or chief executive of any
insured institution to report to the FSLIC **when-
ever a change occurs in the outstanding voting
stock of any insured institution which will result
in control or a change in the control of such
institution.”” Control is defined as “‘the power to
directly or indirectly direct or cause the dircction
of the management or policies of the insured
institution.”” 12 U.S.C. § 1730(1) (1) was cnacted
October 16, 1966, and was in ctlect during the
time Patagonia claims (o have had the power to
exercise a controlling influence over the manage-
ment or policies of Pima.*®

The record thus shows that at the time Patagonia
acquired its 20+ per cent interest in Pima from
Mrs. Hall, Mr. Sakrison acted to ensure his con-
tinued absolute control of Pima by forming a
volting trust that enabled him to control 56 per cent
of the outstanding voting stock of Pima. During
the period when Patagonia held 20+ per cent of
Pima’s stock, no significant events occurred that
represented a change in the manner in which Pima

conducted its business. The relevant minutes of
the Board of Directors’ meetings of Pima disclose
no instances, and Mr. Sakrison could recall no
specific instances, from which a power to exercise
a controlling influence over the management or
policies of Pima can be inferred. Finally, the
events surrounding Patagonia’s acquisition in 1969
of the shares of Pima controlled by Mr. Sakrison
suggest that Patagonia had so little control over
the situation that Mr. Sakrison was able to dictate
not only the time of the sale, but also the premium
price and the terms of sale, and it was necessary
for Patagonia 1o get written assurances from the
controlling stockholders and directors that they
would not engage in or undertake any action that
would materially affect the value of Pima’s stock.

Furthermore, the testimony of the witnesses and
the contemporancous documents in the record do
not provide a basis for inferring a power 1o exer-
cise a controlling influence. The most important
testimony in the record is that of Mr. Sakrison,
whom all agree was the management of Pima and
the person who established the policies of Pima
that took it from an institution with $5.3 million
of assets in 1950 to an institution with $83.8
million of assets in 19698

Mr. Sakrison stated that he did not express any
hostility to the Patagonia people when they made
their initial 20 per cent investment.® Yet in a letter
dated May 7, 1968, to Pima’s Federal Home 1oan
Bank Board Supervisory Agent, Mr. Sakrison ex-
plained the reason for the formation of the Voting
Trust: “*This agreement was entered into strictly
to preclude a holding company from gaining con-
trol of Pima Savings and lLoan Association. ™'t
Mr. Sakrison also testified that the Voting "T'rust
prevented Patagonia from:

“*Gaining control by going around to indi-
vidual stockholders and getting their stock,
buying their stock and leaving me out, could
have been accomplished. | would have been
sitting there with my stock and they would
have had the majority of the stock.”’#!

On the question of influence over the manage-
ment or policies of Pima, Mr. Sakrison testified
that the Patagonia Dircectors were a valuable addi-
tion to Pima’s board because they were business-
men who readily understood what the problems
were ® However, he also testified that none of the
three Patagonia directors added to the Pima Board
had any savings and loan experience and that Pima
had done quite well without them . ®% Pressed 1o
explain his statement in an carlier aflidavit that
the addition of the Patagonia directors increased
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the functional capability of Pima’s bouard, Mr.
Sakrison stated that Messrs. Rich and Williams
kept abreast of the money market, but could not
provide any other specitic examples. 87 Mr. Sakri-
son initially avoided question
whether he gave the Patagonia directors’ views
more weight than the views of other substantial
stockholders of Pima.™ He could not recollect
whether Messrs. Rich and Williams set any poli-
cies before January 1969.% Mr. Sakrison couldn’t
be sure whether he ever aflirmatively sought the
counsel or advice of cither Mr, Rich or Mr.
Williams * Mr. Sukrison testified that by June 30,
1968, . it was all fixed in my mind that no
doubt Patagonia would become the purchaser.”™!
Furthermore, that knowledpe did influence  his
conduct Messts. Rich, Williams,  and
Money and Putagonia in the management of the
but |

answering  the

toward

allairs of Pima Savings and Loan,
had a great respect for their ability and didn™t want
10 just put it on that basis.”” "

Atone point late in his testimony, Mr. Sakrison
indicated that the Patagonia directors had an ex-
traordinary influence beyond that of other directors
because of their prestige and status, and that he
had wooed them to o certain extent because he
viewed Patagoniu as the likely purchaser of his
Pima stock.” When asked how this desire to sell
alfected Pima as an institution, Mr. Sakrison stated
that = we would certainly consult with the
directors, Mr. Rich, Mr. Williams, and Mr.
Money. prior to going ahcad with the procedures
and policies. as (o their viewpoint on it.”™* Mr.
Sakrison could not recall whether the Patagonia
dircctors had asked him to consult with them. but
did testify that “"posibly T consulted with them
more as 1o policy than 1 did with the other direce-
tors. ™ My, Sakrison could not provide an ex-
ample of a strong conviction he had about a
practice of Pima that was ever “battled™ by any
member of Pima’s Board * Finally. near the end
of his estimony, Mr. Sakrison answered the fol-
lowing questions asked by the Administrative Law
Judge 7

Judge LaMuacchia:

Did you feel at any time prior to June 30, 1968,
subordinate to Rich and Williams in connection
with your administration of the affairs of Pima?
Mr. Sakrison:

No, I wouldn™t say that 1 did. T did, though,
value their opinion.

Judge FaMacchia:

Did the prospect of sale 1o Patagonia, following
the sale of the Hall block, per se. influence your
judgment as president of Pima?

Mr. Sakrison:
No. I don’t believe it did.

Although other witnesses, including  Messrs.
Rich, Williums, Money, and Herman testified,
their statements are inconclusive. In any event,
il Mr. Sakrison, who was the management of
Pima, could not provide an example of Patagonia’s
power (o exercise a controlling influence over him
and his policies, the statements of the other wit-
nesses do not carry much weight.

Summary and Couclusion:

As previously noted, determining whether or not
the power 1o exercise a controlling influence ex-
isted on a particular date requires o careful ap-
praisal of the whole effect of the various relation-
ships and other circumstances present in a particu-
lar case. The controlling influence provisions were
added to the Bank Holding Company Act in 1970
at the Board’s request. Shortly  thereafter. the
Board gave extensive consideration 1o the types
of facts which could be considered to bear on the
issuc of control,

OnJuly 9. 1971, the Board pubtished for com-
ment @ proposed regulation establishing certain
presumptions of control when certain factual cir-
cumstances were present (36 Fed, Reg. 12915).
Aler consideration of very extensive public com-
ment. the Board adopted a final regulation, eficc-
tive September 21, 1971, which is found in §
225.2 of Regulation Y (12 CEFR 225.2). On Sep-
tember 17, 1971 the Board instructed the Reserve
Banks that:

The Board regards the circumstances de-
scribed in the rebuniable presumptions as
constituting suflicient legal bases (unless ev-
idence rebutting the presumptions is offered)
upon which to make determinations of con-
trol and imposce the sanctions of the Act upon
the companies involved. There are @ number
of other circumstances that, standing alone,
might not support valid presumptions of
control but nevertheless are indicia of con-
trol and may call for further investigation
to uncover facts that may support a determi-
nation of control.

Among the facts set forth by the Board as calling
for a further investigation were:

A company owning five per cent or more

of a bank or bank holding company has been
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instrumental in: hiring or firing a person or
persons; establishing policies or places for
branches: establishing hours of business;
deciding on rates, terms or aceeptance of
loans or deposits; following uniform adver-
tising practices or using a common telephone
system; or in any other respects directing
the activities of management or establishing
the policies of a bank or company.

While these factors were aimed primarily at a
consideration of whether control existed over a
bank, they arc cqually applicable to the exercise
of controlling influcnce over other organizations.
An examination of the facts found by the hearing
officer and the Board in this case indicates that
none of the presumptions of controlling influence
apply to the relationship between Patagonia and
Pima. Nor do facts similar to those cited by the
Board as calling for a further investigation exist.
As previously noted. it does not appear that the
record establishes instances of actual control, or
events or structural situations from which a con-
trolling influence might recadily be inferred.

Patagonia places great weight in cstablishing a
controlling influence on the fact that it was viewed
by Mr. Sakrison and the others as a probable
purchaser of Pima for cash. We might note at this
point that Congress may well have considered
whether the prospect of a sale to a third party
would necessarily give that party, through the
seller. a controlling influence over the company
sold. Congress adopted a provision allowing com-
panics covered in 1970 to continue to engage in
activitics of a subsidiary acquired after the grand-
father date pursuant to binding written contracts
entered into before that date. It was stated:

This latter provision was adopled in order
to prevent inequitics from arising with re-
gard to @ company which may have, in good
faith, entered into a binding written contract
to acquire a new subsidiary . . . and which
otherwise would have been required under
the provisions of this legislation to divest
such subsidiary, even though it was legally
committed to make the acquisition before the
”gl'(ﬂ;\dfﬁlhcr” date adopted by the commit-
tee.”

Here, Patagonia did not even have the influence
over Pima’s aflairs that would arise from a binding
written contract to purchase, yet Congress ap-
parently felt that the influence arising from a
binding written contract to purchase would not be
sufficient to provide grandfather rights without
special statutory language. Furthermore, as noted

above, the evidence of record does not provide
substantial evidence that sale considerations pro-
vided Patagonia with substantial influence over
Pima’s aftairs.

Throughout this proceeding, Patagonia has re-
peatedly argued that the Board and Board counsel
have misconstrued the definition of the power to
cxercise a controlling influence. In this regard,
Patagonia has placed great weight upon the Chi-
cago Corporation case and other cases which
speak in terms of a latent power being suflicient
1o cstablish a controlling influence.

While there should be a difference in the defini-
tions of the term because of the differing purposes
of the statutes and the fact that the Investment
Company Act and the Public Ulility Company Act
start from the position of a presumption of control,
any such diftference would not aftect the Board’s
determination in this case. Those cases, particu-
tarly those such as the Chicago Corporation case
referred to above, which speak in terms of a latent
power to excreise a controlling influence as being
sufficient, have been carcefully examined. In those
sases there was cither no other party clearly in
control or there was evidence of an actual exercise
of contral on certain occasions. This is to be
expected, since it is difficult to determine, absent
a presumption, that a power exists without dem-
onstrating its exercise. For instance, in the Chi-
cago Corporation casc, while speaking in terms
of a latent power, the Securitics and Exchange
Commission pointed out that majority control in
a third party had not been clearly established. It
went on Lo say, however, that even assuming a
united group, **Chicago has, in actuality been able
to exercise a material and dominant influence in
the corporation.”™ An analysis of these cases
shows that in all of them there were facts from
which an inference of controlling influence could
be drawn which were stronger than the facts es-
tablished by the record in this case.

The context of this case is one in which actual
majority control was cemented in a voting trust
for the very purpose of preventing a third party
from gaining control. Under such circumstances,
the evidence of the power to exercise a controlling
influence must be clear to cstablish its existence
and overcome the contrary inference. However,
even viewing the evidence as a whole. with respect
to the question whether Patagonia can be consid-
cered to have engaged in the savings and loan
business through Pima on June 30, 1968 in a light
most favorable to Patagonia Corporation, the
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Board belicves that the most that can be stated
is that the record provides support for inconsistent
inferences. Patagonia had the burden in this pro-
ceeding of providing substantial evidence upon
which a Board finding of a controlling influence
could be based. '™ Patagonia has failed to carry
that burden. As stated by the Court of Appeals:

The most that could be said in petitioner’s
favor would be that two equally probable,
but inconsistent inferences could be drawn
from the entire evidence. In such circum-
stances a finding against the party upon
whom rests the necessity of sustaining one
of these inferences is clearly correct. Kop-
pers United Co. v. S.E.C., 138 F.2d 577,
S81 1943y,

On the basis of the record in this matter, the
Bolrd concludes that:

(1) Patagonia Corporation (**Patagonia™), Tuc-
son, Arizona. a registered one-bank holding com-
pany and a ““company covered in 197077 did not,
directly or indirectly, exercise, or have the power
to exercise, a controlling influence over Pima
Savings and L.oan Association (**Pima’’), Tucson,
Arizona, on June 30, 1968: and therefore,

(2) Pima was not a “subsidiary™ of Patagonia
on June 30, 1968, as that term is defined in the
Bank Holding Company Act (12 U.S.C. §
184 1(d)); and conscquently.

(3) Patagonia was not engaged, cither directly
or through a subsidiary, in the activities of a
savings and loan association on June 30, [968 and
is not entitled to indefinite grandfather privileges
with respect to the additional shares of Pima Sav-
ings and 1.oan Association that it acquired after
June 30, 1968.

Patagonia has also requested, pursuant to §
263.14 of the Bourd’s Rules of Practice for Formal
Hearings, that it be granted an opportunity for oral
argument before the Board. That section provides
that at the request of any party the Board “‘in its
discretion may order the matter to be set down
for oral argument before the Board or one or more
members thereof .’ The matter has been exhaus-
tively argued and briefed before the hearing
ofticer. Additionally, Patagonia has had an oppor-
tunity to submit exceptions to the hearing officer’s
decision and the Board has taken these exceptions
into account. In view of the numerous opportu-
nities Patagonia has had to state and argue is
position in this case. the Board believes that oral
argument in this matter is not necessary or appro-
priate.

. )

By order of the Board of Governors, etfective
February 24, 1977,

Voting for this action: Chairman Burns and Gover-
nors Gardner, Wallich, Coldwell, Jackson, Partee. and
Lilly.

(Signed) Grigrriu L. GARWOOD,

[stal.| Deputy Secretary of the Board.
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S&l. is shared by all members of the association  consisting of (o
cach person with a savings account having one vote for cach $100
in the account, thy cach person with an outstanding loan having one
vole, and (¢} cach stockholder having one vote for cach share owned.

"BX 73A, 73B, 73C

WStorek, Tr. 443 444, Williams, Tr. 152

MHRX 2A pp. R44, ROY

SIRD FE 59,

“Gakrison, Tr 198, 256-257; Rich, Tr. 47, 62 63.

MBX 41

Hudge La Macchia:

Did the prospect of sale 1o Patagonia
following the sale of the Hall block, per
se. influence your judgment as president
of Pima?
Sakrison: No. [ don’t believe it did.

(Sakrison, Tr. 309.)

® The Chicago Corporation; M. A. Hanna: American Gas & Flec-
tric: Detroit Edison Co. (fn. 27 supray.

MGaining control by going around to individual stockholders and
getting their stock, buying their stock and leaving me out, could have
been accomplished. T would have been sitting with my stock and they
would have had the majority of the stock.™ (Sakrison, Tr. 302.)
Sakrison. Tr. 276.

Sukrison, Tr 227

The Board rejects Patagomia’s qualitative argument. A director’s
duty is, after all, © make meritorious suggestions. To establish a
controlling influence, something more must be shown than the limited
number of instances in this record in which suggestions with merit were
aceepted. As the Recommended Decision finds at page 79, the record
supports the conclusion that the information and advice given depended
on merit to persuade. If accepted by Pima's Board they were accepted
because they were goud ideas, not because of the source of the
suggestion.

SR Discussion p. 79.

MSakrison, Tr. 309.

X 28C, BX 28D,

FIRX 28D

" Sakrison. Tt, 302,

SIRX 280, BX 28D.

%1 8Qakrison, Tr. 276. 306, 307.

Sakrison, Tr. 276, 277,

% Sakrison, Tr. 276, 277.

Sakrson, Tr. 307, 308,

RX 73IA, 73R, 73C,

" Sakrison. Tr. 196, 292.

" Rich, Tr. 125; Sakrison. Tr. 196-197.

TIRD FE 108,

“RX 70

“RX 8, p. 3 Rich, Tr. S6.

HpX 5.
pX 5.
"pX S,
TBX 55p. 7. 8.
®HX 33,
MRX 55.
MEBX 28P; RD FF 129,
*'Herman, Tr. 385-386, 393; Rich, T1. 42, 66. 73. 8Y, 93: Sakrison,
Tr. 180, 275, 306; PX 3.
* Sakrison, Tr. 208, 204,
"MRX 28C.
™ Sakrison, Tr. 302,
¥ Sukrison, Tr. 193,
8 Sakrison, Tr. 244, 245,
¥ Sakrison, ‘1T, 274,
M Qakrison, 1. 274.
¥ Sakrison, T1. 276.
™ Sakrison, Tr. 277.
M Sakrison, Tr. 298,
Y2 Sakrison, Tr. 2Y8.
“Sakrison, Tr. 299
i . 306,
" Qaknison, Tr. 306.
®Saknson, Tr. 307.
" Sukrison, Tr. 309.
MSente Report 91 1084 p. 4.
™ The Chicago Corporation, 28 S.E.C 463, 468,
This is in accord with section $56(d) of the Adminstrative Proce-
dure Act. which provides that in formal hearings the proponent of an
order has the burden of proof.

ORPER UNDER SECTION 2 OF
BANK HoLpInG COMPANY ACT

Equimark Corporation,
Pittsburgh, Pennsylvania

Order Granting Determination under the
Bank Holding Company Act

Equimark Corporation. Pittsburgh, Pennsyl-
vania (" Equimark®"), which has transferred all of
its stock holdings, in Lombard-Wall Incorporated
(“‘l.ombard’), dealer in short-term  instruments
and Federal Government securities, o H-K Enter-
prises, Inc., New York, New York (“"H-K™"), has
requested a determination, pursuant to the provi-
stons of section 2(g)(3) of the Bank Holding
Company Act of 1956 (12 U.S.C. § 1841(g)(3)
(**the Act™), that Equimark is not in fact capable
of controlling H-K, notwithstanding the fact that
a portion of the purchase price was paid by H-K
in the form of a note, said note being secured by
a pledge of 19.9 per cent of the shares sold.

Under the provisions of § 2(g)(3) of the Act,
shares transferred after January 1, 1966, by any
bank holding company to a transferee that is in-
debted to the transferor or has one or more officers,
directors, trustees, or beneficiaries in common
with or subject to control by the transferor, are
deemed to be indirectly owned or controlled by
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the transferor unless the Board, after opportunity
for hearing. determines that the transferor is not
in fact capable of controlling the transferee.

Notice of an opportunity for hearing with re-
spect to Liquimark’s request for a determination
under § 2(g)3) was published in the Federal
Register on July 29, 1976 ¢4 Federal Register
31618). The time provided for requesting a heuaring
expired on August 23, 1976, No such request has
been reeeived by the Board., nor has any evidence
been received to show that Equimark is in fact
capable of controlling H-K.

The aggregate amount of debt owed by H-K
1o Equimark does not constitute a significant por-
tion of the debt or assets of H-K or Lombard,
and the number of shares pledged is less than 20
per cent. H-K is a closely-held corporation which
wis formed tor the purpose of purchasing L.om-
buard, and none of its sharcholders is related 1o
Equimark. There are no common  directors or
ofticers between Equimark and H-K . and there are
only minimal transactions between bquimark and
Lombard, conducted in the ordinary course of
business. It appears that the sale of Lombard wus
negotiated at arm’s Iength, The terms of the Pledpe
Agreement  give Pguimark no right o vote,
transfer or sell the shares of Lombard during, the
term of the indebtedness unless H-K should default
on the indebtedness. Equimark’s Board of Direc-

tors adopted a resolution 1o the effect that Bqui-
mark does not. and will not attempt o, exercise
a controlling influence over H-K and that Equi-
mark will innmediately notify the Board should it
exercise its right to vote, transfer or sell the shares
of Lombard in the cvent of a default. The boards
of directors of F-K and Lombard have adopted
resolutions to the eflect that they are not and will
not be controlled by Equimark. H-K's principal
sharcholder has made an affidavit that he is not
subject 1o Equimark’s control.

Based on these and other facts of record, it s
hereby determined that Bguimark 15 not in fact
capable of controlling H-K.

Accordingly it iy ordered. that the request of
Eqguimark for a determination pursuant to § 2¢g)(3)
be and hereby is granted. Any material change
in the facts or circumstances relied upon in making
this determination or any material breach of any
of the commitments upon which the decision is
based could result in reconsideration of (he deter-
mination made herein.

By order of the Board of Governors. acting
through its General Counsel, pursuant to delegated
authority (12 CIFR § 265.2 (b)( 1)), effective Feb
ruary 4. 1977.

(Signed) Grivinnn Lo GARWOOD,

[sEAL] Deputy Secretary of the Board.

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By 10 BOARD OIF GOVERNORS

During February 1977, the Board of Governors approved the applications listed below. The orders
have been published in the Federal Register. and copies are available upon reguest to Publications
Services, Division of Administration Services. Board of Governors ol the Pederal Reserve System,

Washingion, D.C. 20351,

Seetion 3

Applicant

First Bancshares. Inc.,
Kansus City. Missouri

First State Bank
of Kansas City,

Kansas, Kansas
City. Kansas

IFirst International
Bancshares. Inc.,

Dallas, Texas Texas

Beaumont State
Bank. Beaumont.

Board action Federal

(effective Register

Bank(s) date) citation
218177 42 19.R. 11280

272877
228177 42 F.R. 12923

317{77
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Section 3---Continued

Scction 4

Board action Federal
(effective Register
Applicant Bank(s) date) citation
Peoples Bancshares of Bank of Lancaster, 2/11/77 42 F.R. 10045
Schuyler County, Lancaster, 2/18/77
Lancaster, Missouri Missouri
Quivira Banc Shares, The First State 2/9/77 42 F.R. 9435
Inc., Hutchinson, Bank of Sterling, 2/16/77
Kansas Sterling, Kansas
Ramapo Financial The Ramapo Bank, 2/28/77 42 F.R. 12924
Corporation, Wayne Wayne Township, 317177
Township, New Jcrsey New Jerscy
TIC Inc., Kansas City, Tower State Bank, 2/18/77 42 F.R. 1128!
Kansas Kansas City, Kansas 212877
Westland Banks, Inc.. Westland Bank of 210477 42 F.R. 10045
Lakewood, Colorado Lakewood, Lakewood, 2/18/77
Colorado; and
Westland National 2/11/77 42 F.R. 10046
Bank, South, 2/18/77
Longmont, Colorado
Board action Federal
Nonbanking company (effective Register

Applicant (or activity) date) citation
Citizens and Southern Ison Finance Cor- 2/24/77 42 F.R. 12235
National Bank and poration, Atlanta, 3/3/77
Citizens and Georgia
Southern Holding
Company, Atlanta,
Georgia
Sccurity Bancorp, Inc., United Bankers Lifc 2/2/77 42 F.R. 8214
Southgate, Michigan Insurance Company, 2/9/77

By Fuberal. RESERVE BANKS

Phoenix, Arizona

During February 1977, applications were approved by the Federal Reserve Banks as listed below.
The orders have been published in the Federal Register, and” copies are available upon request to the

Reserve Banks.
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Scection 3

Applicant

T.N.B. Fiancial Cor-
poration, Springficld,
Massachusetts

Fort Sam Houston
Bankshares. Inc.,
San Antonio, Texas

Northern Hills
Bank ol San

Banh(s)

The First National
Bank of Athol,
Athol, Muassachuseltts

Antonio. ‘Pexas

Federal
Reserve Effective Register
Bank dare citation
Boston 272/77 42 F.R. 8708
20 1/77
Dallas 2/2/77 42 F.R. 8708

2701777

PENDING CASES INVOILVING THE BOARD OF GOVERNORS#

Farmers Stare Bank of Crosby v, Board of
Governors, tiled January 1977, U.S.C.A. for
the Eighth Circuit.

National Awtomobile Dealers Association. Inc.
v. Board of Governors, filed November 1976.
U.S.CoAL for the District of Columbia,

Michigan National Corporation v. Board of
Governors, filed September 1976, ULS.CLA,
for the Sixth Circuit.

First Security Corporation v. Board of Gover-
nors, filed August 1976, U.S.C.A. for the
Tenth Circuit,

First State Bank of Clute. Texas, eral. v. Board
of Governors, liled July 1976, U.S.C.A. for
the Filth Circuit.

North Lawndale Feonowmic Development Cor-
poration v. Board of Governors. filed June
1976, U.S.C.A. for the Seventh Circuit.

Central Wisconsin Bankshares, Inc. v, Board
of Governors, filed June 1976, U.S.C.A. for
the Seventh Cireuit.

National Urban League. er al. v. Office of the
Comptroller of the Currency, et al., filed
April 1976, U.S.D.C. for the District of
Columbia Circuit.

Farmers & Merchants Bank of Las Cruces,
New Mexico v. Board of Governors, filed
April 1976, U.S.C.A. for the District of
Columbia Circuit.

= This Tist ol pending cases does not include saits apannst
the Federal Reserve Banks in which the Board ol Governors
is not named a parny

Grandview Bank & Trust Company v. Board
of Governors, tiled March 1976, U.S.C.A.
for the Eighth Circuit.

Association of Bank Travel Burcaus. Inc. v.
Board of Governors, filed Pebruary 1970,
.S .C.AL for the Seventh Cireuit.

Memphis Trust Company v. Board of Gover-
nors, filed February 1976, U.S.D.C. for the
Western District of ‘T'ennessee.

First Lincolnmwood Corporation v. Board of
Governors, filed February 1976, U.S.C.A.
for the Seventh Circuit.

Roberis Farms, Inc. v, Comprroller of the Cur-
rency, et al. |, filed November 1975, U.S.1D.C.
for the Southern District of California.

National Computer Analysts, Ine. v, Decimus
Corporation. et al., liled November 1975,
U.S.D.C. for the District of New Jersey.

Florida Association of Insurance Agents. Ine.
v. Board of Governors, and National Asso-
ciation of Insurance Agenis. Inc. v. Board
of Governors. iled August 1975, actions
consolidated in U.S.C.A. for the Fifth Cir-
cuit.

i David R, Merrill, et al. v. Federal Open Mar-
ket Commintee of the Federal Reserve System,
liled May 1975, U1.S.D.C. for the District of
Columbia. appceal pending, U.S.D.A. for the
District of Columbia.

FDecsions haive been hinded down in these cases. subject
o appeals aoted.

The Board of Governors is not naned as a0 party in this
action
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Louis J. Roussel v. Board of Governors., filed
Aprii 1975, U.S.D.C. for the Eastern District
of Louisiana.

Georgia Association of Insurance Agents, et al.
v. Board of Governors. filed October 1974,
U.S.C.A. for the Fifth Circuit.

Alabama Association of Insurance Agents, et
al. v. Board of Governors, filed July 1974,
L.S.C.A. for the Fitth Circuit.

T Consumers Union of the United States, Inc,,
etal. v. Board of Governors, filed September
1973, U.S.D.C. for the District of Columbia.

Bankers Trust New York Corporation v. Board
of Governors, filed May 1973, U.S.C.A. for
the Second Circuit.

+Decision has beenthanded down in this case . subicct o appeals
noted,



305

Announcements

FEDERAI, AGENCY SECURITIES:
Change in rules for purchasc

The Federal Open Market Committee has an-
nounced a change in its rules for purchase of
Federal agency securitics o take account of the
operations of the Federal Financing Bank.

Under the rule change, etfective February 22,
1977, the Federal Reserve will Timit its purchases
of Tederal agency securities o issues of those
agencies that are not eligible to borrow funds from
the Federal Financing Bank, which began opera-
tions in mid-1974. Sccurities of the Bank itself
none is outstanding at present —-may be purchased
by the Systein.

The Federal Financing Bank is authorized to
handle financing operations for such agencies as
the General Services Administration. U.S. Postal
Service. Washington Metropolitan Arca ‘Transit
Authority, Export-Import Bank, Farmers Home
Administration, and the Government  National
Mortgage Association. The Federal Reserve will
no longer purchase securitics of such agencices.

Securitics of the Government-sponsored agen-
cics: -such as the Federal home loan banks, Fed-
cral National Mortage Association, Federal land
banks, Federal intermediale credit banks. and the
banks for cooperatives  will continue to be cligi-
ble for System purchase under the new rules.

MONEY STOCK MEASURES: Revision

The money stock and related measures have been
revised to incorporate the latest benchmark adjust-
ments for nonmember banks and revised scasonal
factors.

Rates of change for recent annual, hall-year,
and quarterly periods for M-1, M-2, and M-3
derived from quarterly averages are shown in
Table 1. Monthly and weckly M-1 and M-2 sca-
sonal factors for 1977 are shown in Table 2, which
appears on page 300,

Only very small adjustments were required to
benchimark the money stock (M-1 and M-2) to the

I. Old and revised money stock growth rates

Annual rates, per cent

i 1
Al M-2 Al 3
Penod - . | 1
1O | Revised | Old - Revised | Okl ~ Revised
e : l
Annual l
1975 | a4 . TN
1976 P ) A Y 10.9 1.8 128
Flalf -yew |
1976 111 RN ) 0 104 10 3 1.8 11X
n .. 3 LR 8 109 13.0 131
Quarterly
1976 Q1 27 Ty v 9.9 1.2 I s
Q2 R4 82 o X L s 120 [N
Q3 R | 42 92 92 1o [
Qb+ 6.0 6.3 122 (AR 140 143
—_
Nou Based on quatterly averape Jata

June 1976 call report data for domestic non-
member banks. Nonmember bank demand depos-
its were increased S100 million in June and
time deposits were reduced $200 million. Scasonal
factor revisions were also quite small and the
changes in rates of growth by uarters and half-
years were minor.

The current revision also incorporates new sca-
sonal factors for M-3. Revised factors for M3 go
back to 1959, but the changes had little impact
on M-3 growth rates.

Monthly and weekly data from 1959 to date are
available on request from the Banking Scction of
the Board’s Division of Research and Statistics.

STATEMENT ON DIVESTITURE

The Bourd of Governors on iebruary 15, 1977,
issucd a policy statement on divestitures required
of bank holding companics.

On a number of recent occasions., the Board has
been presented with difticult issues concerning (he
timing of divestitures required by cither law or
Board order. As the 1980 deadline for divestiture
approaches. the Board expects that the frequency
of such problems will increase.

Companies covered by the 1970 amendments
o the Bank Holding Company Act have until
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2. Money stock scasonal factors—1977

T T
: Time depostts

) . C -
Month, Currency | Demand Member banks
or week T depositg i - . Nomnember
i . banks
CD's Other
AU N R SR A
MONTHLY
Jan. . 9030 1 0280 1 0010 9990 L9950
teh R 9870 IRTO 9690 10010 1.0020
Mar .. 9920 9900 LT8O 1.0060 1.0090
Aprooo 9960 1.00v0 9750 1.0080 | OO8O
May . QU7S 9790 JOR20 100V 1.Q0070
June PSS RIV] 0965 L0850 1.0060 1 (RO
Tuly 1 1X7S G990 QY90 10010 L9900}
Aug . 1 0035 ORSS 1.0200 9990 1.0010
Sept. . L9978 9920 1.0350 U JOUR0
Oct. ... Y78 9960 1 030 9950 9970
Nov 1.0070 1.0060 1.0130 PLYIM D920
Dec 10183 1.0320 1 0160 L9920 IRV
WEEKLY
Jan. S 1.0G000 1 0656 10090 DUFR) QYOR
12 10050 I 0184 1.0070 YORO R OAR]
v, L9937 1033 1.0040 QORS 04K
26 9794 QURG 9970 Y9as 962
Feh 2 TR QY78 L9870 1K) 9973
9 .. 996 O30 L0760 L0995 L9908
16 L9900 YO L9690 | (XK)S 1 0016
24 . RLARS 9761 0630 1 1020 I (038
Mar 2 08 L9UBOY L9624 10030 10054
9 . 10000 LJ905 L9700 I 0043 1.0072
16 ... 4960 Y965 9770 L0060 I OO8K
23 .G002 LOR6 L0830 L0060 1.0088
30 OR 14 L0847 L9850 LO0ORS 1 0098
Apr. 6 1.0019 1.0108 L9830 L08R 1.0106
13 . 1 0087 1 0186 QRO T Q0RO 1.0090
20 . L9949 1.0200 L9730 i.0080 1 0070
X7 LR R URP) 969} 1.0080 1 ({62
May 4 L9926 9913 9700 L0080 1.0054
I 1.00587 YR20 0730 1.{000 1 G060
% - 99RO ORLS OB LLOORS 1 (6K
25 . 9921 L9662 LOREO i.0005 1 0074
June 1. G949 L9800 L0910 LOO8S 1.0062
8 10102 9933 9900 1 0070 1.O0SK
15 . ! 1.(6077 1.0060 ORS00 1.0075 1 0048
2 . 1.0009 L9976 L9830 1.0OM0 1 0010
29 . L9906 LIBR2 JUR30 1.0035 9994
July 6 1.0169 FOO78 LRG0 10025 L9998
13 1.0143 10115 9930 1O L9986
20 .. 1.0069 L9996 1.OOO0 L.OOOS PULE]
27 G966 L0822 1.0060 L.O000 D98
Aug. 3} 1.0007 993 1.0100 L9995 9999
10 . 1 0165 L0908 1 0130 L9995 1.0018
17 .. 1 (Y2 9915 1.0170 L9990 1.0012
24 .. 9999 0760 1 0250 L9980 1.0010
3 . R LOTR3 1.0300 Q978 10004
Sept. 7 1 0108 US| 1.0320 9970 R DURE
4 1.0030 1.0028 1.0230 L9OSS 9984
21 .. L9047 YOS 1.0350 9930 LIV6R
28 . 0829 9767 1.0290 9945 9968
QOct. S Y975 L9956 1.0390 QY45 D976
12 1.0098 D961 1.0350 9965 9979
19 . L9992 1.0011 1 0310 D9S85 9974
26 . Q90 LOR47 1 0270 D055 YYSK
Nov 2 .. PLUK} 1.0068 1 0190 9930 9934
9 Lol L0045 1.0100 9015 9926
16 . 10100 1.0125 1.0080 R LUM 9920
23 1.0092 LOOL 1 0090 ORKS L9914
30 1 00 1 0047 10110 YR7S 9903
Dec 7 .. 1183 1.0201 1 0150 O8RS L9K90
14 1.0195 1.0308 1.0170 L9900 L0894
21 1.0197 1 033 1.0170 9920 Lrh
28 1.022% 1 0305 1.0180 9940 L9870

December 31, 1980, to divest holdings that are
not closely related to banking as defined by the
Board, or to divest their banking interests. The
Board has no authority to extend this deadline.
This provision does not apply to holdings that arce
grandfathered under the act.

In its statement the Board urged bank holding
companices to take carly steps to carry out divesti-
ture orders. It also suggested early submission of
a divestiture plan and periodic progress reports.

The text of the Board's statement, which was
sent to all bank holding companies, is as follows:

From time to time the Board of Governors
reccives requests from companies subject to the
Bank Holding Company Act, or other laws ad-
ministered by the Board, to c¢xtend time periods
specified either by statute or by Board order for
the divestiture of assets held or activities engaged
in by such companies. Such divestiture require-
ments may arise in a number of ways. For ex-
ample, divestiture may be ordered by the Board
in connection with an acquisition found to have
been made in violation of law. In other cases the
divestiture may be pursuant to a statutory require-
ment imposed at the time an amendment to the
Act was adopted, or it may be required as a result
of a foreclosure upon collateral held by the com-
pany or a bank subsidiary in connection with a
debt previously contracted in good faith. Certain
divestiture periods may be extended in the discre-
tion of the Board. but in other cases the Board
may be without statutory authority, or may have
only limited authority, to extend a specified dives-
titure period.

In the past, divestitures have taken many dif-
ferent forms, and the Board has followed a variety
of procedures in enforcing divestiture require-
ments. Because divestitures may occur under
widely disparate factual circumstances, and be-
cause such forced dispositions may have the po-
tential for causing a serious adverse cconomic
impact upon the divesting company, the Board
belicves it is important to maintain a large measure
of flexibility in dealing with divestitures. For these
reasons, there can be no fixed rule as to the type
of divestiture that will be appropriate in all situa-
tions. For example, when divestiture has been
ordered to terminate a control relationship created
or maintained in violation of the Act, it may be
necessary to impose conditions that will assure that
the unlawful relationship has been fully terminated
and that it will not artse in the future. In other
circumstances, however, less stringent conditions
may be appropriate.

l. Avoidance of Delays in Divestitures. When
a specific time period has been fixed for accom-
plishing divestiture, the affected company should
endeavor and should be encouraged to complete
the divestiture as carly as possible during the
specific period. There will generally be substantial
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advantages to divesting companices in taking steps
to plan for and accomplish divestitures well before
the end of the divestiture period. For example,
delays may impair the ability of the company to
realize full value for the divested assets. for as
the end of the divestiture period approaches the
“forced sale™ aspect of the divestiture may lead
potential buyers 1o withhold firm offers and to
bargain for lower prices. In addition, because
some prospective purchascers may themselves re-
quire regulatory approval to acquire the divested
property, delay by the divesting company may-
by leaving insuflicient time (o obtain such approv-
als - have the effect of narrowing the range of
prospective purchasers. Thus, delay in planning
for divestiture may increase the likelihood that the
company will scek an extension of the time for
divestire if difficulty is encountered in securing
a purchaser, and in certain situations, of course,
the Board may be without statwtory authority to
grant extensions.

2. Submission and Approval of Divestiture
Plans. When a divestiture requirement is imposed,
the company aflected should generally be asked
to submit a divestiture plan prompuy for review
and approval by the Reserve Bank or the Board.
Such a requirement muay be imposed pursuant to
the Board's authority under section 5(b) of the
Bank Holding Company Act to issuce such orders
as may be necessary to enable the Board to ad-
minister and carry out the purposes of the Act and
prevent evasions thereof . A divestiture plan should
be as specific as possible, and should indicate the
manner in - which divestiture  will be  accom-
plished  for example. by a bulk sale of the assets
to a third party, by “*spin-ofl”" or distribution of
shares to the sharcholders of the divesting com-
pany. or by termination of prohibited activities.
In addition, the plan should specify the steps the
company expects to take in elfecting the divestiture
and assuring its completeness. and should indicate
the time schedule for taking such steps. In appro-
priate circumstances. the divestiture plan should
make provision for assuring that ““controlling in-
flucnce™ relationships, such as management or
financial interlocks, will not continue to exist.

3. Periodic Progress Reports. A company sub-
ject to a divestiture requirement should generally
be required to submit regular periodic reports
detailing the steps it has taken to effect divestiture.
Such a requirement may be imposed pursuant to
the Board’s authority under section 5(b) of the
Bank Holding Company Act, referred o above.
as well as its authority under section 5(¢) of the
Act to require reports for the purpose of keeping
the Board informed as to whether the Act and
Board regulations and orders therecunder are being
complied with. Reports should set forth in detail
such matters as the identities of potential buyers
who have been approached by the company, the
dates of discussions with potential buyers and the
identities of the individuals involved in such dis-
cussions. the terms of any ofters received, and the

reasons for rejecting any offers. In addition, the
reports should indicate whether the company has
cmployed brokers, investment bankers, or others
to assist in the divestiture, or its reasons for not
doing so, and should describe other eflorts by the
company to scck out possible purchasers. The
purpose of requiring such reports is to insure that
substantial and good faith efforts are being made
by the company to satisfy its divestiture obliga-
tions. The frequency of such reports may vary
depending upon the nature of the divestiture and
the period specified for divestiture. However, such
reports should generally not be required less fre-
quently than every 3 months, and may in appro-
priate cases be required on a monthly or even more
frequent basis. Progress reports as well as divesti-
ture plans should be afforded confidential treat-
ment.

4. Extensions of Divestiture Periods. Certain
divestiture periods: such as the December 31,
1980, deadline for divestitures required by the
1970 amendments to the Bank Holding Company
Act are not extendable. In such cases, it is im-
perative that divestiture be accomplished in a
timely manner. In certain other cases, the Board
may have discretion to extend a statutorily pre-
seribed divestiture period within specified limits.
For example, under section 4(¢)(2) of the Act the
Board may extend for three l-year periods the
2-year period in which a bank subsidiary of a
holding company is otherwise required to divest
shares acquired in satisfaction of a debt previously
contracted in good faith. In such cases, however,
when the permissible extensions expire the Board
no longer has discretion to grant further exten-
sions. In still other cases, when a divestiture period
is presceribed by the Board, in the exercise of its
repulatory judgment, the Board may have broader
discretion to grant extensions.

When extensions ol specified divestiture periods
are permitted by law, extensions should- not be
granted except under compelling circumstances.
Neither unfavorable market conditions nor the
possibility that the company may incur some [oss
should alone be viewed as constituting such cir-
cumstances-—particularly if  the company has
failed to take carlier steps to accomplish a divesti-
ture under more favorable circumstances. Nor-
mally. a request for an.extension will not be
considered unless the company has established that
it has made substantial and continued good faith
cfforts to accomplish the divestiture within the
prescribed period. Furthermore, requests for ex-
tensions of divestiture periods must be made suf-
ficiently in advance of the expiration of the pre-
scribed period both to enable the Board to consider
the request in an orderly manner and to cnable
the company to effect a timely divestiture in the
event the request for extension is denied. Compa-
nics subject to divestiture requirements should be
aware that a failure to accomplish a divestiture
within the preseribed period may in and of itself
be viewed as a separate violation of the Act.
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5. Use of Trustees. In appropriate cases a com-
pany subject to a divestiture requirement may be
required to place the assets subject to divestiture
with an independent trustee under instructions 1o
accomplish a sale by a specified date. by public
auction if necessary. Such a trustee may be given
the responsibility for exercising the voting rights
with respect Lo shares being divested. The use of
such a trustee may be particularly appropriate
when the divestiture is intended to terminate a
control relationship established or maintained in
violation of law. or when the divesting company
has demonstrated an inability or unwillingness to
take timely steps to effect a divestiture.,

6. Presumptions of Control. Bank holding com-
panics contemplating a  divestiture  should  be
mindful of section 2(g)3) of the Bank Holding
Company Act, which creates a presumption of
continued control over the transferred assets when
the transferee is indebted to the transferor, or when
certain interlocks exist, as well as section 225.2
of Regulation Y, which sets forth certain addi-
tional control presumptions. When one of these
presumptions has arisen with respect to divested
assets, the divestiture will not be considered as
complete until the presumption has been over-
come. It should be understood that the inquiry into
the termination of control relationships is not lim-
ited by the statutory and regulatory presumptions
of control, and that the Board may conclude that
a control relationship still exists even though the
presumptions do not apply.

7. Role of the Reserve Banks. The Reserve
Banks have a responsibility for supervising and
enforcing divestitures. Specifically, in coordina-
tion with Board stafl they should review divestiture
plans to assure that proposed divestitures will
result in the termination of control relationships
and will not create unsafe or unsound conditions
in any bank or bank holding company: they should
monitor periodic progress reports 1o assurce that
timely steps are being taken to ctlect divestitures:
and they should prompt companies to take such
steps when it appears that progress is not being
made. When Reserve Banks have delegated au-
thority to extend divestiture periods, that authority
should be exercised consistently with this policy
statement.

SYSTEM MEMBERSHIP:
Admission of State Banks

The following State banks were adniitted to mem-
bership in the Federal Reserve System during the
period between February 16, and March 15, 1977:

New Hampshire

Bristol ... The Bristol Bank
Virginia

Danville ............ Peoples Bank of Danville

Norfolk .............. Heritage Bank and Trust
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Industrial production rebounded in February from
the weather-related decline in January. At an esti-
mated 133.2 per cent of the 1967 average. the
tebruary index was up 1.0 per cent from a month
carticr. Further weather-related production losses
carly in the month were more than offset later by

cent to a level 8.0 per cent above a year carlier
and almost 14 per cent above the March 1975 low.

Output of materials, for both durable goods and
nondurable goods, rose 1.2 per cent in February,
but on bulance the increases were not so large as
the declines in January.

Scasonally adjusted. ratio scalo 1967 100

. . . . . . . TOTAL INDEX Ileo MATERIALS CAPACITY

sizable gains in output in many industrics. The

3 o w ; A NG 140 MATERIALS

tactory workweek i February lengthened consid- : ) ouTRUT

crably from the average in January. and the 2o 47 /__,/ :
- | . e AT S e 3% PRODUCTS

warmer weather put less pressure on fuel supplics | 10of””" cuTRUT |

available 1o industry. ‘ BUSINESS EQUIPMENT |1’50| MATERIALS:  Nondurahln \

. . . s . Mo PN

Newly available data have resulted in an upward ! ‘140;

revision in carlier estimates ol January industrial
production. and a decline of 0.8 per cent from
December is now indicated rather than the 1.0 per
cent decline estimated carlier. Small upward revi-
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sions were made in the index for December and ‘ RN 2 ?\\/,f’. |
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November as well, and output is estimated to have i Nondurable 20 o
R . N CONSTRUCTION
increased 0.9 per cent and 1.1 per cent, respec- l 100 SopaL |
li\"Cl\’. 1969-70 100 Annual rate, mallians of units 1967 100
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Over-all output of consumer goods  increased
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moderately in February, as a 3.5 per cent drop 100 - oo NV
in auto assemblics o an annual rate of 8.2 million 80[\""\“ N PANSS L E SO
units resulted in a small decline in the output of 60 EL’;gﬁf'la_llci_es' \\' I | 6. Burable |100
consumer durable goods. Output of other con- o 197 11975 W wn e s e

sumer goods rose sharply. The production of
business equipment advanced an estimated 1.0 per

F R indexes, scasonally adjusted. Latest figures: February.
* Auto sales and Slocks include imports,

Industrial production

Sceasonally adjusted, 1967

1076
[
Novw : Dec. Jan.
1
| I
Total . . ... 131.8 133.0 131.9
Products. total ... 1317 1338 133.0
Final products 120 8 1323 130.9
Consuamer goods L 130 ] 14201 1:40.2
Durable goods 1438 151.4 146.0
Nondurable goods 1370 138 -4 137 8
Business cquipnment 140.2 1434 141.8
Intermediale products [RE ] 1397 140.6
Construction supphes 1357 135.06 135.0
Materials o 13ty 1321 130.2

OO

19

-

-~

Fehos

133.2

131

131.9
140.9
1454
139.0
143.2
1420
1364
131.7

Per cent changes trom

- .
1
Month ago Year ago | Q3 1o Q4
A o L I
1.0 4.6 .6
8 5.3 1.4
8 5.3 1.6
.5 ] 19
<t 5.4 2.5
L9 K 1.6
) K.0) 1.7
1.07 50 7
1.0 52 1.0
1.2 3.5 .5

PPreliminiuay .

“Listimated.
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Domestic Financial Statistics Al

MONETARY AGGREGATES AND INTEREST RATES

ltem

Member bank reserves
1 ‘Fotal
2 Required .
3 Nonborrowed. ... .. ..

Concepts of money !

4 M1,
5
[

Time and savings deposits

Commercial bunks:

7
8
9
{¢ Total joans and investments at connuercial banks3. ... .00 ..,

Short-term rates :
I Federaltunds, oo
12 “Freasury bills (3-month market yield)®. .00 oo oo
13 Commercial paper (90-to H9-day)o. ... oo o oL,
14 Federal Reserve discount®, .o o 0oL PR

Long-term rates

Bonds:

15 ULS. Govtd e e
16 Ada Uty (Mew 5SUR)Y . Lo i e e e e
17 State and local government o, . oL, P .
18 Conventional mortgages! !, i i e .

1976 | 1976 1977
Ql 02 Q3 Q4 Nov. Dec. Jan. Ich,
Maonctary and credit aggregates
(annual rates of change, scasonally adjusted in per cent) 12
3.7 0.6 2.7 4.4 11.8 4.9 10.9
[ 2. 4.0 10,5 4.3 11.3
1.0 0.4 2.6 4.8 12.6 5.6 0.4 ...,
!
2.9 8.2 1.2 - 6.3 0.0 8.1 5.4
9.9 10.5 9.2 12, 10. 12.6 9.2
1{.5 1.8 1.4 14.3 12. 13.0 1.2
7.1 5.4 7.3 1.8 15.1 16.1 10,0 ........
15.3 12.4 13.0 16.8 17.6 15.6 12,4 ...
14.2 13.7 14, 17.3 15.6 13.7 s oL
3.8 R 6.0 8.7 9.4 2.0 9.0 ...
Interest rates (levels, per cent per annum)
1
4.83 5.19 5.28 4.88 4,98 4.65 4.6l .68
4.92 5.16 5.15 ;4,67 4.75 4.35 4.62 - .67
548 - 5.45 5.4 4.91 4.98 4,066 4.7 .76
5.59 5.5+ 5,50+ 5.39 5.43 5.2, 5.8 3.25
N 1
' |
3.00 - 8.0l 7.90 7.54 . 7.04 7.30 ;  7.48 7.64
8.65 . K.Y g.48 . 8,151 8,17 7.94 © B.08 8.22
6.98 | 6.78 6.04 6.18 ° 6.29 5.94 . 5.87 5.89
) 1
9.00 | 8.98 9.03 8.95 .95 ' 8.90; K.80 ........

T A1-1 equals currency plus private demand deposits adjusted.
AL-2 cquals Af-1 plus bank time and savings deposits other than large
1

A3 equals A2 plus deposits at mutual savings banks, savings and
loan weiations, and credit union shares,

.ZS( vings and loan associations, mutual savings banks, and credit
unions,

3 Quarterly char calculated from figures shown in Table 1.23,

4 Seven-day averages of daily effective ra (average of the rates on
a given date weighted by the volume ol transacticons at those rates).

5 Quoted on a bank-discount rate basis,

® Most representative ollering rate quoted by five dealers.,

7 Rate for the Lederal Reserve Bauk of New York,

8 Muarket yields adjusted to a 20-year maturity by the U.S, Treasury.

9 Weighted averages ol new publicly otfered bonds rated Aan, Aa, and
A by Moody’s Investors Service and adjusted to an Aaa basis. Iederal
Reserve compilations.

10 Bond Buyer series for 20 issues of mixed quality,

11 Average rates on pew comnitments for conventional first mortgages
on new homes in primary markets, unweighted and rounded to nearest
5 basis points, (rom Dept, of Housing and Urban Development.

12 Unless otherwise noted, rates of change are calculated from average
amounts outstanding in preceding month or quarter,

NorTe. - Data in this series have been revised; Tor further details see
tAnnouncements’, page 305,
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1.11 FACTORS AFFECTING MEMBER BANK RESERVES
Millions of dollars
Monthly averages of daily figures End-of-month figures
Factor 1976 ! 1977 1976 1977
—_ —— - e N
Aug. Sept. | Oct | Nov, Dec Jan Dec Jan. Feb.r
SUPPLYING RESERVE FUNDS | |
! Reserve Bank credit outstanding. ...| 105,393 105,880 . 107,270 : 106,522 | 107,632 | 108,700 ' 109,065 | 110,892 | 107,253 - 108,285
| : \
2 U.S. Govt. securitiesV............ 91,583 91,966 . 93,535 92,659 93,412 94,513 95,843 97,021 94,134 95,837
3 Bought outright. T 89,259 89,920 91,886 91,527 91,031 92,905 © 94,674 93,268 94,134 94,905
4 Held under repurchase agree- :
MERE. s ieeernnns . 2,324 1 2,040 j 1,049 1,132 2,381 1,608 1,169 3,753 (oo 932
5 Federal agency securities, 6,875 6,831 6,839 6,848 : 6,916 6,884 . 6,846 ! 7,072 6,790 6,844
6 Bought outright. .. 6,799 6,763 6,757 6,804 | 6,805 6,792 6,787 i 6,794 6,790 6,767
7 Held under repurchase agree- . 1
MENL, v iireeeeasnnens 76 | 68 82 44 ; 11 92 59 278 | 77
8 ACCEPIances. .. i ii s SH0 447 - 323 326 457 I 413 330 991 191! 322
9 lLoans...... 104 | 75 66 84 62 61 79 25 47 24
10 Float . 2,512 2,880 , 2,763 3,004 3,536 3,514 2,943 2,601 2,482 2,467
11 Other Federal Reserve as%ts N 3,739 3,681 3,744 | 3,511 3,249 3,315 3,024 3,182 3,609 2,791
12 Gold stock 11,598 . 11,598 ' 11,598 11,598 11,598 11,638 11,658 11,598 + 11,658 11,651
13 Special Drawing Riglts certifica
ACCOUNt. . i i 700 703 1,123 1,200 1,200 1,200 1,200 1,200 1,200 1,200
14 Treasury currency outstanding..... 10,690 10,737 10,778 10,826 10,865 10,897 10,930 10,810 10,865 10,939
ABSORBING RESERVE FUNDS i
15 Currency in circulation............ 89,548 89,863 90,312 | 91,988 93,730 | 92,582 | 91,753 | 93,717 91,164 91,745
16 Treasury cash holdings............ . 454 442 482 - 458 404 461 499 4060 502 514
Deposits, other than member bank |
reserves with 1R, Hanks: | ) )
17 Treasury. 7, 7‘)7 8,270 9,199 6,709 6,138 7,850 10,698 10, 3‘)1 v, 1‘)7 I 12,179
18 Foreign e 75 249 2606 259 306 269 294 ! 362
19 L83 T N ‘)7‘) 1,071 . 1,012 947 974 820 - 616 3‘7 (>42 ‘ 856
20 Other F.R. liabilities and capital . , 3,320 3,315 i 3,372 3,326 3,253 3,223 3,224 3,003 | 3,475 3,630
21 Member bank reserves with F.R. | ) !
BanKS . o .oevnnsonnnernnnennnnal 26,001 | 25,708 | 26,127 | 26,458 | 26,430 | 27,229 25,769 - 25,158 | 23,411 22,788
. | 1 |
| — F— —_ —
i Weekly averages of daily ﬁgurcs for weeks ending-— Wednesday figures
‘ 1977 1977
— — e e —
Jan, 26 ' Feb. 2 Feb. 9 Feb. 16 | Feb, 232 | Jan. 26 l'eb. 2 leb. 9 Feb. 16 l"cl). 23
SUPPLYING RESERVE FUNDS |(__. e e — — PR R I . R
22 Reserve Bank credit outstanding. ...! 108,632 109,597 | 109,203 | 107,829 | 110,045 | 112,098 | 105,738 | 111,898 110.804 113,453
23 U.S. Govt. securities! i 94,900 95,322 95,274 95,069 97,445 97,409 91,401 97,656 L6 ,O.U 99,371
24 Bought outright. .......... 94,028 93,983 94,788 94,639 [ 95,053 [ 95,049 | 91,401 95,748 . 93,624 | 95,047
25 Held under repurchase agree- | o ; !
MEAL. . u e : 872 1,339 486 430 2,392 2,360 j..o.o .. 1,908 i 3,009 4,324
26 Federal agency securities 6,854 6,852 6,828 6,806 6,890 6,989 ;6,790 6,911 6,901 7,033
27 Bought outright...... 6,790 6,790 6,790 6,790 6,709 6 790 ¢ 6,790 6,790 6,790 6,790
28 Held under repurchase agree-
MEAL, e ne s [ 62 38 16 100 199 | ......... 121 t 243
29 ACCEPLaAnCeS. .. 324 310 299 | 237 377 461 : 191 431 513 502
30 Loans. . ovovninnnnineneeenen.. 89 86 75 129 37 4831 347 81 738 77
31 Float............ 2,988 3,594 3,285 2,432 2,694 2,740 1 3,705 3,396 3,498 3,756
32 Other Federal Reserve ass 3,480 3,434 3,443 3,155 2,602 4,016 3,304 3,423 2,521 2,714
33 Goldstock.......... v 11,658 (1,658 11,658 11,658 11,658 11,658 , 11,658 11,658 11,658 11,658
34 Spcecial Drawing Rights certificate '
ACCOUNt. .+« vttt i 1,200 , 1,200 1,200 1,200 1,200 { 1,200 1,200 1,200 1,200
35 Treasury currency outstanding. .. .. 10,900 10,916 10,925 10,931 10,934 10,901 | 10,919 10,930 10,934 10,935
ABSORBING RESERVL FUNDS
36 Currency in circulation. . ..., ... 91,799 - 91,303 91,610 91,940 91,809 91,715 91,517 2,005 92,029 92,105
37 ‘l'rcasury cash holdings............ 451 | 481 496 502 501 471 ! 485 501 509 516
Deposits, other than member bank :
reserves with F.R. Banks: '
38 TrEASULY .. v vt v e iiiieeneas 8,630 10,898 11,258 9,302 10,961 10,283 ;| 10,980 9,627 10,854 11,778
39 Foreign. 228 302 279 314 269 253 256 272 295 222
40 Other....... ... ... i, 750 641 622 546 538 722, 614 759 518 551
' !
41  Other F.R. liabilities and capital. .. 3,301 1 3,419 3,038 3,175 3,303 3,416 . 2,949 3,109 3,233 3,438
42 Member bunk rescerves with F.R.
Banks,.ooviviiiiiiie | 27,233 26,328 25,684 | 25,837 26,457 28,997 22,714 | 29,322 27,158 | 28,036

1 Includes securities loaned—{fully guaranteed by U.S. Govt. securitics
pledged with F.R, Banks —and excludes (i

if any) sccurities sold and sched-

uled to be bought back under matched sale-purchase transactions.

NO1E—For amounts of currency and coin held as reserves, see Table
12,
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1.12 RESERVES AND BORROWINGS Member Banks
Millions of dollars
l Monthly averages of daily figures
Reserve classification 1975 1976 977
Dec. June July +  Aug, Sept. Oct. Nov. ‘ Dec. Jan, 1eh.w
. . . _ N l | l N .
All member banks | | H ) I
Reserves: . : ) | ) i f
I AUER. Banks............ ... 27,215 ' 25,711 25,933 26,001 25,708 1 26,127 26,458 | 26,430 27,229 . 25,769
2 Currency and coin . 7,773 7,903 4,004 l 7,989 8,113 8,025 ], 180 8,548 8,913 1 8,324
3 Total held. ... ............ 34,989 l 33,774 | 34.146 34,141 33,979 34,305 . 34,797 35,136 | 36,200 34,24]
4 Required................ 34,727 33,657 I 34,076 33,844 33,692 34,116 ! 34,433 34,964 35,796 34,232
5 Excess!. oo, 262 117 70 4 297 287 | 189 364 | 172 494 9
Borrowings at I.R. Banks ! _ . i |
6 Total..... , 127 120 ; 123 104 75 66 84 62 ol ] 79
7 Seasonal. ...l 13 20 | 24 28 31 | 32 21 12 8! 12
| H
Large banks in New York City ‘ ) ! ) . . )
8 ROSCrYes Reld. . vnen e V' 6,812 6,546 6,507 6,559 6,372 6,374 | 6,589 6,520 | 7,076
9 Required. .. 6,748 | 0,524 | 6,548 6,501 6,308 6,346 6,485 6,602 | 6,948
10 [ixcess. . .. 64 1 22 41 58 64 28 104 82 128
11 Borrowings?® 63 26 37 28 . 22 L 36 \ 13| [
Large banks in Chicago : o | ) H
12 Reserves held | 1,767 | 1.672 1,684 1,615 1,648 1,621 1,632 1,731 1,574
13 Required............. ! 1,676 1,690 1,625 1,617 1,635 1,602 1,641 1,698 1,623
14 Lixcess. ... 91 - 18 59 -2 i3 19 ! -9 13 .50
15 Borrowings? 7, 13 6 3 I 4. 20
Other large banks | . | ‘
16 Reservesheld................... 13,249 12,318 ' 12,633, 12,610 12,584 12,704 12,839 . 13,117 13,556 12,500
17 Required, ... vvevn.. ©13,160 12,443 12,660 | 12,549 12,521 12,706 12,802 | 13,083 ; 13,427 12,763
18 Excess 89 —12§ --27 61 63 2 87 64 129 --263
19 Borrowings? 26 22 . B 20 3 17 \ 7 14 25 4
| ; ! .
All other banks ! ' L ) . s | i
20 Reserves held................... 13,158 13,143 13,334 i 13,288 13,408 13,579 13,698 | 13,867 13,927 13,450
21 Required. .. .. | 13,061 13,014 | 13,178 13,169 - 13,246 0 13,429 13,544 | 13,608 13,723 13,309
22 Iixcess. ... . 127 | 129 | 156 19 | 162~ 150 154 199 204 141
23 Borrowings? . l EL I 65 62 SO ¢ 47 46 7 41 29 28 28
| : i
Weekly averages of daily figures for weeks ending-
! 1976 l 1977
. Lo . —— — )
Dec. 22 ‘ Dec. 29 Jan. S Jan. 12 Jan. 19 : Jan, 26 feb, 2 | Feb 9 Feb. 16 ‘ Feb, 23+
e e | - : A . R N I =
All member banks i : | ,
Reserves: : : .
24 At KR, Banks................ 26,859 27,043 27,203 26,623 | 27,452 27,233 26,328 : 25,684 25,837 26,457
25 Currency and coin., , . 8,134 8,632 &,628 8,984 © 9,228 8,812 8,797 8,763 8,568 7,602
26 Total held........... L 35,154 35,834 35,974 - 35,753 ' 36,430 36,193 35,275 1 34,595 34,553 34,205
27 Required, 35083 | 35486 | 35,461 : 357383 36,941 ;35,769 | 35,145 1 34,339 34,389 33,925
28 Fxcessl........ 71 348 - 513 370 =111 424 130 | 256 164 280
Borrowings at F.R. Banks:2 : : :
29 Total 37 82 31 20 109 §9 86 1 75 129 37
30 Seasonal........ooii ) 11 I 7 8 8 8 [N 12 13 11
i
Large banks in New York City I . | .
31 Reserves held . ... ... ... 6,58% 6,609 | 6,921 6,839 7,310 7.0 6,623 6,621 6,706 | 6,386
32 Required,...........oo0oooi 6,569 6,629 ° 6,778 6,800 7,454 6,913 6,663 6,596 | 6,714 6,391
33 Excess. .o iiiiiiii i 17 --20 143 39 — 144 95 - -40 25! - 8 -5
34 Borrowings2,iisu i i e [ I | 29 oo 41 43 98 : 7
Large banks in Chicago I | ) | i
35 Reserves held, .. ................ 1,645 1,668 1,729 1,749 1,790 1,632 1,662 1,632 1,670 ¢ 1,549
36 Required, .. . 1,630 1,673 1,691 1,713 1,791 1,616 1,666 1,605 1,654 1,621
37 Excess. .. e 16 -5 3 36 B | 16 * -4 | 27 16 - -72
38  Borrowings2.................... R P O e e L
I 1
Other large banks X i !
39 Reserves held CO13,096 | 13,507 | 13,377 | 13,396 ¢ 13,728 | 13,542 13,119 12,857 12,765 ' 12,356
40 Required 13,164 | 13,341 13,304 | 13,296 | 13,883 13,385 13,155 | 12,782 12,809 12,612
41 Excess...... —63 166 73 100 -155 157 -3¢ 75 | —44 256
42 Borrowings 10 4 44 | 2 40 58 ¢ 19 7 Jhooooooo
: |
All other banks : . |
43 Reserves held. .................. 14,820 14,050 13,947 13,769 | 14,002 14,009 - 13,471 13,485 \ 13,412 ! 13,569
44 Required. ., . 13,720 13,843 13,688 13,574 13,813 13,853 13,661 13,356 1 13,212 13,301
45 Excess., .. . 106 207 259 195 189 156 210 129 200 268
46 Borrowings2.......... .. 0iiei., ! 27 32 31 18 31 31 26 | 25 28 ! 30
i | i |

I Adjusted to include waivers of penalties for reserve deficiencies in
accordance with Board policy, effective Nov. 19, 1975, of permitting
transitional relief on a graduated basis over a 24-month period when a
nonmember bank merges into an existing member bank, or when a

nonmember bank joins the Federal Reserve System. For weeks for which
figures are preliminary, figures by class of bank do not add to total
because adjusted data by class are not available,

2 Based on closing figures,
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Millions of dollars, except as noted

March 1977

FEDERAL FUNDS TRANSACTIONS of Money Market Banks

w

19
20
21

22
23

27

28
29

30
3

32
34

KH]
36

37
39

Type

Basic reserve position
bxcess reserves .o i

Net interbank Federal funds transactions. . ..
EQu:ars: Net surplus, or deficit (- )

ABIOUI . Lt e

Per cont of average required reserves, ..o L

Interbank Federal funds transactions
Ciross transactions:
Purchases. ... ...
Sul .
Two-way transactions?
Net transactions:
Purchases of net buying banks. ............

Sales of net selling banks. ...

Related transactions with U.S. Govt, securities
dealers
Jooans todealersd . .. ... . ool
Borrowing from dealers4. e
NEtloaNS . . v e

Basic reserve position
xeess reserveslo oo oo oo
Lis
Borrowings at F.R, Banks......... ... ...
Net interbank Federal tunds transactions. ., ..
IiQuars: Net surplus, or deficit (- ):
Amount.........
Per ceut of averay

required reserve

Interbank Federal funds transactions
Gross transacti
Purchas
Sales. .
Two-way transactions?., .. ... ... oL
Net transactions:

Sales of net selling banks. ... oLl

Related transactions with 1S, Govt. sccurities
dealers
Loans to dealers3. ... oo oL
Borrowing from dealers+ .
Netloans. ..o i

Basic reserve position
Excessreserves! ..o oo il

Liss:

Borrowings at F.R. Banks.,.

Net interbank Federal funds transactions. . ..
Louars: Net surplus, or deficit (--):

Amount

Per cent of average requived reserves, oo ...

Interbank Federal funds transactions
Gross transactions:
Purchas .
Sales. ..
Two-way
Net transactions:
Purchases of net buying banks, ., ..........
Sales of net selling banks..................

Related transactions with U.S. Govt. securities
dealers
Loans to dealersd. ..o oo,
Borrowing from dealers+ ., .
Net owns . oo e e e

Jan. 5

16,621

—16,375
105.2

24,929
8,308
6,033

18,896
2,276

i
4.075
1.712
2.364

Jan. 12

21,537

IXTH .
Borrowings at FR,Banks. ..o oo L e '

©-2%,225 ¢

135.7

27,907

6,371
5,627

22,280
744

6,860

6,719
108.8
i

Jan. 19

|

—90

63
20,085

© 20,237
120.8

25,972

5,887

5,031

20,941
856

3.721
1,426
2,295

=71
29
7,145

~17,244
105.9

8 banks in New York City

Jan. 26

Total, 46 banks

I
85
|

46 |
16,443

-~ 16,404
104.7

22,582
6,139
4.927

~1
=
o
Cn

1977, week ending

Leb. 2

13

37
14,175

- 14,199
92.8

21,637
7,462
5,564

16,073
1,898

3,060 :
1,864
1,196

.23
37

4,233

—4,293
70.9

5,557
1,324
1,324

4,233

Feb. Y Feb. 16 Feb. 23

73 { 9 95

46 91 ! 7
18,004 © 17,687 ° 16,755

—-17,977 I 17,770 ) --16,666
119.9 ' Il(i.‘)‘ 3.5

24,143 23,795 | 23,444

6,139 6,108 6,686
5,041 4,756 51200
19,102 | 19,039 | 18,241
1098 | 1)352 1,487
2.541 2,748 2,437
1,513 1,380 1,775
1028 . 1,369 662

11 -8 29
43 89 | 7
5,626 6,900 5,611
-5,680 - 6,288 , —5,589
94.5 102.6 ) 96.4
6,623 6,932 6,604
997 742 994
997 742 994
5,626 1 6,191 5,611

Y,761

--9,656
102.9 ‘

12,646

—12,483
1321

1,421

-19

34
12,940

—12,993
{311

18,171
5,23t
4,375

13,796
856

1,613
735
879

38 banks outside New York City

i

64 |

46
10,932

-10,913
116.4

1,516 1,809 1,602
680 - 621 648
836 ! 1,187 954

3
12,378 11,496 11,144

—12,297 —11,482 | —11,077
136.9 156.5 124.7

17,520 16,862 16,837

5,142 5,306 5,693
4,043 4,014 4,207
13,476 12,848 12,630
(,098 1,352 1,487
|

1,025 940 835
833 758 1,127
192 181 --292

For notes see end of table,



1.13  Continued

Federal I'unds A7

Type i )
Jan. § | Jan. 12
. |- .-
Basic reserve position ‘
40 KCEES TCSCIVES Tuu it 38 } [2)]
1.1 :
41 llnrmmm,x At FRCBanks. oo ..o e P X
42 Net interbank Federal funds transactions, 5,942 5,769
EqQuaLs: Net surplus, or deficit (- N !
43 Amount ' 5,904 ! --5,710
44 Per cent of average required reserve. 373.9 356.3

Interbank Federal funds transactions
Gross transactions:

45 Purchases . ..o i 6,890 - 6,081
46 Sales., . .. 948 o1 !
47 Two-way transactions? 902 889
Net transactions:
48 Purchases of net buying banks. ............ 5,988 5,791
49 Sales of net selling banks. . . ... 46 22
Related rransactions with U.S, Govt. securities
dealers
50 loans todealers?. ..o oon oo 33t 31
51  Borrowing from dealers? 1 304
52 Netloans. . oo i e 220 27
Basic reserve position. . ... ...l
53 EXCESS TESCTVES ., e 08 . 103
1.kS
54 Borrowings at F.R, Banks, ... e RERETI
55 Net interbank Federal funds (r.lll\‘lcllOll\ 3,820 6,877
I'QuaLs: Net surplus, or deficit (-
56 AOURL. .. v e ettt --3,752 - 6,774
57 Per cont of average requived reserves oo ... 48.1 56.3
I
Interbank Federal funds transactions
Gross transactions:
58 Purchases . 10,558 11,719
59 sales N 6,738 4,843
60  Two-way tran \etions? ! 4,509 4,121
Net transactions:
ol Purchases ot net buying banks, .. ....ooa 6,049 7,599 °
62 Sales of net selling banks. . ... ... .o 2,229 722
Related transactions with U.S, Govt. securities !
dealers '
03 Loanstodealersd, ... ! 1,379 1,761
64 Borrowing trom de . 1,067 368
65 Netlouns, .. ..o 312 1,394

1977, week ending

|
Jan. 19 Jan. 26 ' Feb. 2 beb. v Feb. 16 Feb. 23
5 banks in City of € lnuu:,o
: I
. 15 2 13 2% , 42 -5
! 9 Lo
6,164 5,027 5.506 5,994 5,665 5,742
. -.6,158 i 5,004  -5.494 -.5,98 -562), -5,747
L3670 33200 - 3526 398.3 363.2° 378.7
| | |
]
Y7,025 5,864 1 6,280+ 6,839 6,473 6,784
862 %37 774 844 807 1,042
| 846 837 743 - 828 807 1,035
I 6,179 5,027 5,537 6,011 5,605 5,749
| 15 . I 3l 17
! i '
' 392 299 333 ) 298 254 174
; 190 189 257 | 235 402 488
i 202 110 75 | 62 148 --314
33 other banks
| \ |
34! 41 24 58 25 72
25 46 ... 3 3.
6,776 5,905 4,436 6,384 | 5,831 | 5,402
6,835 —5910' —4,412  -6,329 -.585  —5,330
&30 75,1 57.4 8.5 77.8 2.4
|
11,145 10,203 9,800 ' 10,681 l 10,390 10,053
4,369 4,298 5,304 4,298 ‘ 4,559 4,651
© 3,528 3,086 3,497 3,216 3,207 3,172
7,617 7,118 6,303 7,465 ;7,183 6,881
841 1,213 1 1,868 (082 | 1352 1,480
i |
i | -
1,221 904 1,057 727 685 661
545 554 842 598 356 639
676 215 130 329 § 22

350
; i

I Based on reserve balances, including adjustments to include waivers
of penalties for reserve deficiencies in accordance with changes in Board
policy effective Nov. 19, 1975.

2 Derived from averages for individual banks for entire week, Vigure
for cach Lank indicates extent to which the bank’s average purchases
and sales are offsetting.

3 Federal funds loaned, net funds supplied to each dealer by clearing
banks, repurchase agreements (purchases from dealers subject o resale),
or other lending arrangements.

41&.()&:‘41 funds borrowed, net funds acquired from each dealer by
clearing  banks, reverse repurchase agreements (sales of securities 10
dealers subject to repurchase), resale agreements, and borrowings secured
by U.S. Govt. or other securities,

Note.- -Weckly averages of daily figures. For description of series,
see Federal Reserve BULLETIN tor August 1964, pp. 944-53. Back data for
%6 banks appear in the Board's Annual Statistical Digest, 1971-1975,

able 3.
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1.14 FEDERAL RESERVIEE BANK INTLEREST RATES

I'er cent per annum

Current and recent levels

i [.oans to member banks-

Toth | Loans to all others
Under Sec. 10(b)2

under last par. Sec, 130

Federal Reserve CUnder Sees. (3 and [3af Y —
Bank f
) ' Regular rate Special rate3
. Rate on I flective ' Previous | Rate on l ffective  Previous - Rate on | Effective  Previous | Rate on | Litective | Previous
’,"8 77 date rate | 2728177 . date rate 2).8{77 date3 rate 2j28177 date rate
Bostan., ..o oi Sl4 11/22{76 s1A 1 SY% 1122476 6 i 6% 1142276 615 (37 11422/76 814
New York. ... ... 514 11722{76 51, 334 11722776 i 6 614 11/22/76 6l 814 11/22/76 8
Philadelphia. . I 5 11/22/76 514 5-‘/4 ! 112"’7() 6 | 6Y4 11/22/76 615 ! 84 11/22/76 815
Cleveland . .......0 514 11/22/76 514 5% 1122176 [ 6l 11/22/76 65 . 8l 11/22/76 81
Richmond....... 1 11722/76 R} 51/4 - 11722176 6 C 6l 11/22/76 6lh 844 11{22/76 815
Atlanta. ......... L 514 11422176 515 5% . 11122'76 6 5 (377 11/22/76 614 814 11/22/76 815
Chicago......... 54 1122476 | Sl 5% ! 1/72/7() : [ 6l 11/22/76 615 814 11/22/76 815
St. Louis.. . S 11726/76 515 53% 1172676 | 6 6l 11/26/76 6l 84 11/26/76 8Ly
Minneapol 50 11j22{76 1 5% 5% 11722776 . 6 64 1142276 614 814 11/22{76 8l5
Kansas City.. ... 544 1122476 ¢ 51h ’ 5% 1172276 6 6l4 11/22;76 6l ! 814 11/22/76 L1
Dallas. ........ ! 17 1122176 ¢ 5% 5% 11 2/76 6 6l 11/22}76 6l 814 1172276 81
San Francisco. ... 54 11j22{76 - 5% ; 5% I1122/76 6 6% 11422476 614 84 11/22{76 815
1 b
Range of rates in recent yearss
Range ' F.R, Range F.R. Range I.R.
Eftective date {or level) —| Bank Effective date (or level)—[ Bank Eftective date {or level)—[ Bank
All F.R, | of . All F.R. of All LR, of
Banks i N.Y. | Banks NY. Banks N.Y.
H " 1
In effect Dec. 31, 1970, ... 1 515 : 514 ! 1973. Jan. 5 . 1975.. Jan. TV4- 7’,{; 74
i l Feb, 551 | 515 lA 7% . 74
1971 Jan. ‘:‘A S‘/;_ 5Y4 Mar., 5V, 515 ¢ TV T4
17 Apr. S514-5% 5lp i Feb, 6% 7'/4 634
5 -5% 5Yy May 534 5% 634
5 -5l 5 53%-6 6 \ Mar 6% ()3/4 64
5 5 6 6 614
Ieb. 4%-5 5 June 6-614 614 May (1 ()% 6
4y, ay | % 6% 6 6
July 4%-5 5 July 7 7 .
5 5 Aug. 7-7% % 1976—Jan. 515-6 51,
Nov, 4%-5 501 7% 514 514
43 434 [
Dec. 414 4y, 4, 8 . Nov. 514-51% 514
41443, a1y 8 i 2 Sl 5l
% 4y 7% | o
| i 7% | In effect Feh. 28, 1977... 5l 0 sl
| !

1 Discounts of eligible paper and advances secured by such paper or by 4 Advances to individuals, partnerships, or corporations other than
U.S. Govt. obligations or any other obligations cligible for [.R. Bank member banks secured by direct obligations of, or obligations fully
purchase, guaranteed as to principal and interest by, the U.S. Govt. or any agency

2 Advances sccured to the satisfaction of the F.R. Bank. Advances thereof.
secured by mortgages on 1- to 4-family residential property are made at 5 Rates under Secs. 13 and 13a (as described above). For description
the Section 13 rate. and earlicr data, see the following publications of the Board of Governors:

3 Applicable to special advances described in Section 201.2(e)(2) of  Banking and Monetary Statistics, 1914~1941, Banking and Monetary
Regulation A, Statistics, 1941-1970, and Annuwal Statistical Digest, 1971-75.
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1.15 MEMBER BANK RESERVE REQUIREMENTS!
Per cent of deposits
i Requirements in effect ) Previous requirements
; Feb. 28, 1977 '
Type ol deposit, und deposit interval - . .- [ -
in millions of dollars ! .
Per cent | Effective date Per cent Effective date
Net d

emand:2

2-10..

Time:2,3
Savings.
Other time:

0-5, maturing in -
30-179 days
180 days 10 4 yea
4 years or more.

Over 5, maturing in—-
30 179 days...
180 days to 4 y¢
4 yeuars or more

Net demand: 1

Reserve city banks. . ..o oo e
Other bank -
Time,

7 | 12/30/76 T4 . 213475
91, i 1243076 10 2/13175
1% 12/30/76 12 i 2/13/75
12% 12/30/76 13 2/13/75
1614 12/30/76 (1373 2/13;75
3 3i16/67 | Y 3i2/67
3 3i16j67 31 ' 3/2/67
421, 1/8/76 3 3/16/67
41 10{30/75 : 3 . 3/16/67
6 | 12:12/74 5 1071770
421 1/8176 3 12/12/74
4] 10/30/75 ' 3 12/12/74

1.egal limits, Feb. 28, 1977
-I —

Minimum Maximum
10 22
7 14
k| 10

! For changes in reserve requirements beginning 1963, see Board’s
Annual Statistical Digest, 1971-1975 and for prior changes, sece Board’s
Annual Report for 1975, Table 13,

2 (a) Requirement schedules are graduated, and each deposit interval
applies to that part of the deposits of each bank, Demand deposits
subject to reserve requirements are gross demand deposits minus cash
items in process of collection and demand balances due from domestic
banks.

(b) The Federal Reserve Act specifies different ranges of requirements
for reserve city banks and for other banks, Reserve cities are designated
under a criterion adopted effective Nov, 9, 1972, by which a bank having
net demand deposits of more than $400 million is considered to have the
character of business of a reserve city bank. The presence of the head
oftice of such a bank constitutes designation of that place as a reserve
city. Cities in which there are F.R. Banks or branches are also reserve
citics. Any banks having net demand deposits of $400 million or less
are considered to have the character of business of banks outside of
reserve cities and are permitted to maintain reserves at ratios set for banks
not in reserve cities. For details, see the Board’s Regulation .

(c) Member banks are required under the Board's Regulation M to
maintain reserves against foreign branch deposits computed on the basis
of net balances due from domestic oftices to their foreign branches and
against foreign branch loans to U.S, residents. Loans aggregating $100,000
or less to any U.S. resident are excluded from computations, as are total
loans of a bank to U.S. residents if not exceeding $1 mitlion. Regulation D
imposes a similar reserve requirement on borrowings from foreign banks
by domestic oflices of a member bank. A reserve of 4 per cent is required
for each of these classifications,

3 Negotiable orders of withdrawal (NOW) accounts and time deposits
such as Christmas and vacation club accounts are subject to the same
requirements as savings deposits,

4 The average of reserves on savings and other time deposits must be
ut least 3 per cent, the minimum specificd by law,

MNori.— Required reserves must be held in the form of deposits with
F.R. Banks or vault cash.



A10 Domestic Financial Statistics ~~ March 1977

1.16  MAXIMUM INTEREST RATES PAYABLE: on Time and Savings Deposits at Federally Insured Tnstitutions
Per cent per annum
! . } ’ . o
. Commercial banks ' Savings and loan associations and
‘ mutual savings banks
Type and maturity of deposit In eftec: Dec, 3L, 1976 Previous maximum | In effect Dec. 31,1976 1 Previous maximum
Per cent Iittective 1 Per cent Iffective ‘ Per cent Effective Per cent | Liffective
dite H darte i date date
LSV s e e oo ee e e e 5 711173 41 12170 LI7S ) 5 (5)
2 Negotiable order of \ulhdhm.\l(\l()\\/) ’ !
accounts . Lo 5 1174 o ; - J I I
Time (multiple- and single-maturity I : ' |
unless otherwise indicated): 2 | N |
30 89 davs: ) an, ! 1 | :
3 Multiple-matority ..o R 03 20470 6 o
4 Single-maturity . ..o 5 713 5 _.-2() 06 . ) | """" R
90 days to 1 year: 220 ' I
S Multiple-maturty ...ooooooa ! ; i 120:66 ¢ 5oy, - " | 1
6 Single-maturity . oo s 71473 3 i 9i26;66 | S% ! 4 S 1121570
T lro2yearsd, . ... ! Sy 1i21;70 1 3 5% 132170
8 210 2% years 6 5% 1270 0% i
9 25 to 4 years 6V 5% 121,70 64y : (*) [
10 400 YCars. oo oo | 7Y (7) A : (&3]
1T G yCuars OF MOIC. oo enns 7Y 744 7% 7Y,
12 Governmental units (all maturities). ... T4 2%} 112774 7Y% % 11727:74
\

! For authorized States only. bBederally insured commercial banks,
savings and lean associations, cooperative banks, and mutual savings
were first permitted to offer NOW accounts on Jan, 1, 1974,
Authorization to issue NOW accounts was extended to similar institu-
tions throughout New England on Feb, 27, 1976,

2} or exceptions with respeet to certain foreign time depesits see the
Federal Reserve Burniriin tor October 1902 (p. 1279), August 1965 (p.
l()‘)4) and February 1968 (p. 167),

S A minimum of $1,000 is required for savings and loan assncmuons
except in arcas where mutual savings banks permit lower nunmmm d(.-
nominations. 1 his u triction was removed for deposils maturing in less
lh.m I year, effective Nov, 1, 1973,

4 July 1, 1973, tor mutual savings banks; July 0, 1973, for savings and
loan associations.,
3 Oct. 1, 1966, tor mutual savings banks; Jan. 21, 1970, for savings and

loan associations

o No separate account calegory.

! Between carly July 1, 1973, and Oct. 31, 1973, there was no ceiling, tor
certiticates maturing in 4 years or more with minimum depominations
of $1,000; however, the amount of such certiticates that an institution
could issue was limited to § per cent of its total time and savings deposits,
Sales in excess of that amount, as well as certificates of less than $1,000,

were limited w the 6V per cent ceiling on time deposits maturing in 214
years or more,

Eftective Nov. 1, 1973, the present ceilings were imposed on eertificates
maturing in 4 years or more with minimum deaominations of” $1,000,
There is no limitation on the amount of these certiticates thut banks can
issue. In December 1975, the Federal regulatory agencies removed the
minimum-denomination requirement on time deposits representing funds
contributed to an individual retirement account (1R A) established pursuant
1o the Internal Revenue Code, Similar action was taken for Keogh (HL.R.
10) plans in November 1976,

Nortre—Maximum rates that can be paid by Federally m\uxu.l commer-
cial banks, mutual savings banks, and savings and Joan
Lsmhhshul by the Board of Governors ot the Federal Re
the Board of Directors of the Federal Deposit Insurance Corporauon,
and the Federal Home Loan Bank Board under the provisions of 12
CIR 217, 329, and 526, respectively. The maximum rates on time de-
posity in \lu)()mnmuons ol $100,000 or more were suspended in mid-
1973, For intanmation rgg,mduu., nu.\.mm interest e ceilings on all
types of accounts, see carlier issues of the bederal Reserve BurnimN,
the Federal Home Loan Bank Board Jowrnal, and the Anaval R:'purl
of the Federal Deposit Insurance Corporation.
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1.17 FEDERAL RESERVE OPLN MARKLET TRANSACTIONS

Mailions of dollars

T
! ! 1976 1977
Type of transuction | 1974 1975 | 1976 o -I-—— - : : - -

I July Aug. Sept. Oct, ; Nov. Dec. Jan,

U.S. GOVT., SECURITIES I

Outright transactions (excl. matched sale-
purchase transactions) ‘
Treasury bills:
Gross purchases

11,660 11,562 | 14,343 279 [,100 1,125 G618 346 975 2,535
Gross sales. 313

5

WN—

Others within | year:!
4 Gross purchases
5 Grosssales........... ...,
6 Exchange, or maturity shitt. N
7 Redemptions. ..o v iviii i 131

1 to 5 years:
8 Gross purchases. oo oo 797 23,284 | 23,202 0. ......, 301 SRO [...... .. 113 681 475
9 Gross sales........ SRR 177
10 Exchange, or maturity shift

5 to 10 years:
11 Gross purchases . .. ..o
12 Giross sales....... o
13 Exchange, or maturny shift

Over 10 years:

14 Gross purchases . oo vv oo, 196 1,070 642 3 119 48

15 Grosssales.. ... . ' PN S S IS O [P I,

16 Exchange, or malturity shift O
All maturities:! | .

17 Gross purchases., ..o oo 13,537 | 221,313 | 19,707 012 | 2,004 3,229

18 Ciross sules. . P ..los,830 5,599 8,639 480 ' 1,546 313

19 Redemptions . . ..o v i 4,682 24,980 | 25,017 600 L

Matched sale-purchase transactions

20 Gross sales.. . 64,229 | 151,205 (196,078 | 10,522 | 16,389 | 19,828 | 23,289 | 22,675 | 23.193 | 24,595
21 Ciross purchas 62,801 | 152,132 196,579 | 10,408 | 16,180 | 19,563 | 24,501 | 21,525 | 24,343 - 22,544
i
Repurchase agreements - ;
22 Gross purchases ., ..coveve i 71,333 | 140,311 1232,891 | 12,947 | 26,641 | 24,108 . 16,603 ~ 17,612 | 30,872 | 23,820
23 Gross sales.. ... 70,947 | 139,538 |230,355 | 14,657 | 24,655 | 23,477 18,821 § 20,173 | 27,119 | 27,573
24 Net change in U.S. Govt. securities......... 1,984 | 7,434 9,087 [~ 3,773 3,357 2,397 --588 | 4,179 5.361 21.887

FEDERAL AGENCY OBLIGATIONS

Qutright transactions:

25 Gross purchases. ... oo
26 Gross sales. . ..., e
27 Redemptions. .....oocoviiiiiinnen,
Repurchase agreements:
28 Gross purchascs . oo ren e 23,204 15,179 | 10,520 495 764 1,071 705 897 1.380 930
29 Gross SaleS. . ot 22,735 15,566 | 10,360 726 674 889 949 976 1.102 1,208

BANKERS ACCEPTANCES )
3¢ Outright transactions, net. .. ... St 163 -—545 3 - 68 —55 -9 -4

8 ~-5
31 Repurchase agreements, net 420 —-35 410 —339 220 85 1 —492 — 140 795 --795
32 Net change in total System Account. . . .. 6,149 8,539 9,833 |--4,375 3,877 2,587 [—1,332 [—4,307 6,379 [—3,969

I Both gross purchases and redemptions include special certificates amounting to $189 million. Acquisition of these notes is treated as a
created when the Treasury borrows directly from the Federal Reserve, purchase; the run-off of bills, as a redemption.
as follows (millions of dollars): 1973, 1,187; 1974, 131; and 1975, 3,549.
2 {n 1975, the System obtained $421 million ol 2-year ‘I'reasury notes Norte.—Sales, redemptions, and negative figures reduce holdings of
in exchange for maturing bills. In 1976 there was a similar transaction the System Open Market Account; all other figures increase such holdings.
Details may not add to totals because of rounding.
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1.18 FEDERAL RESERVIE: BANKS Condition and I".R. Note Statements
Millions of dollars
1977 ‘ 1976 1977
Account R R - R T
Jan 26 Feb. 2 Feb. Y Teb. 16 Feb. 23» | Dec. 31 Jan 31 | Veb, 28+
|
J Consolidated condition statement
ASSETS i ! | |
1 Gold certificate account. .o .oovvvt v 11,658 1 11,658 11,658 11,658 11,051 11,598 11,658 11,651
2 Special Drawing Rights certificate account. ... .. 1,200 1,200 1,200 i 1,200 t,200 1,200 1,200 1,200
30k e i 381 391 395 | 388 182 364 395 388
loans: ‘ }
4 Member bank borrowings. ..., ) 483 347 81 738 77 | 25 47 24
5 Other. ..o e P P
Acceptances: .
6 Bought outright. ., ... i 1 193 161 191 186 179 196 191 173
7 Held under repurchase agreements.o oo ..., 268 ... 240 327 323 795 ... 149
Federat agency obligations: | |
] Bought outright............... .. 6.790 6.790 6,790 ' 6,790 6,790 6,794 6,790 6,767
9 Held under repurchase agreements. W9 oo, 121 111 243 278 (.ol 77
ULS. Govt. securitics i :
Bought outright: l
10 Bills. . oo e 39,675 36,009 40,356 38,232 38,968 . 38,571 38,742 38,826
) Certificates - -Special, ool S S TR R D
12 ther., ... v oo, , ........................................ L e [ D
13 NOICS, c e v e e 48,601 48,619 48,619 48,319 48,920 47,972 48,619 48,920
14 Bonds 6,773 6,773 6,773 7,073 7,159 6.725 6,773 7,159
15 Totall,, 95,049 91,401 95,748 93.624 95,047 93,268 94,134 94,905
16 Held umlu rt.purd\.m, agreements. . 2,360 | 1,908 3,009 | 4,324 ' 3,753 |l 932
17 Total U.S. Govt. securities. . .....ooveeevenn ., [ 97.409 91,401 97,656 96,633 i 99,371 ! 47.021 94,134 95 837
18 Total loans and securities. ..ol 105,342 98,729 105,079 104,785 i 106,983 | 105,109 101,162 103,027
19 Cash items in process of collection, ..o .. 8,138 9,307 8.357 9,480 | 10,701 - 7.835 5,995 6,250
200 Bank premises. ... 366 367 368 369 | 369 363 166 371
21 Operaling eqUIPIENt. . vy oot v e e[ e i e 25 e
Other assets: . :
22 Denominated in foreign currencies. ... .. ... 212 207 209 125 53 ¢ 170 222 62
23 AlLOther. ..o v e 3.438 2,730 2,846 - 2,027 2,292 2,620 3,02t 2,358
24 TOtAl ASSEES. v vt 130,735 124,649 130,112 130,032 133,631 129,284 124,019 125,307
LIABILITIES i
25 F R OLES . e ettt ettt et 81,666 81,474 82,062 -+ R1,992 I 82,061 83,727 ! 81,198 81,709
Deposits: ' |
26 Member bink reserves. .......... 28,997 22,714 29,322 27,158 ' 28,636 25,158 | 23,411 22,788
27 U.S. Treasury-—General account, . 10,283 10,980 9,627 10,854 11,778 10,393 - 11,397 12,179
28 FOPCIEN . v ev v e i i e 253 256 272 295 222 352 383 362
29 ODEI2. o u v e 722 614 759 518 551 | 1,357 642 856
30 Total deposits. ..ot 40,255 34,564 39,980 38,825 41,187 : 37,260 | 35,833 36,185
31 Deferred availability cash items........... ... .. 5,398 5,662 4,961 5,982 6,945 5,234 3,513 . 3,783
32 Other liabilities and accrued dividends. .. ... ... : 1,020 945 990 999 1,088 1,097 980 1,193
33 Total liahilities. .. ... oo 128,339 122,645 127,993 127,798 131,281 - 127,318 121,524 | 122,870
CAPITAL ACCOUNTS ; .
34 Capital paid in....o.oovvion i 984 986 986 - 986 989 983 . 986 | 989
35 SUIPIUS . e e 983 983 583 1 983 983 | 983 ! 983 983
36 Other capital accounts........ooihiiii o 429 s 150 ' 265 378 . : 526 465
37 Total liabilities and capital accounts............ 130,735 124,649 i 130,112 . 130,032 133,631 129,284 | 124,019 125,307
i
MEmo: ; i
38 Marketable U.S. Govt. securities held in custody !
for foreign and intl. account............... 51,798 52,729 53,359 54,747 54,040 I 50,269 X 52,271 53,991
Federal Reserve note statement
39 E.R. notes outstanding (issued to Bank)........ 88,712 88,549 88,425 88,307 88,221 89,303 | 88,603 88,205
Collateral held against notes outstanding: . ) ) ;
40 Gold certificate account., o coovvvv e, 11,656 11,656 11,656 11,656 11 ,646 11,596 11 ,()5() 11,645
41 Special Drawing Rights certificate account., . . 643 - 643 ¢ 643 643 143 643 43 643
42 ACCCPULICES o o vttt iie it s et ceer e IR R T S S TP PPN
43 U.S. GOVL SECUTIHCS . oy e v e e 78,100 ‘ 78,100 78, 100 ! 78,030 78,030 : 78,100 | 78,100 78,030
44 Totalcollateral.... ... v, ’ 90,399 90,399 , 90,399 90,329 90,319 90,339 | 90,399 ! 90,318

2 Includes certain deposits of domestic nonmember banks and foreign-
owned banking institutions voluntarily held with member banks and
redeposited in full with }*,R. Banks.

L Includes securities loaned: —fully guaraniced by U.S. Govt, securities
pledged with F.R. Banks and excludes (if any) securitics sold and
scheduled to be bought back under matched sale-purchase transactions.



1.19 FEDERAL RESLERVE BANKS  Maturity Distribution of Loan and Security Holdings

Millions of dolars

Reserve Buanks Al3

Wednesday End of month
Tyne and maturity | 1977 1976 1977
— ; ) -
Jan 20 Feb. 2 Teb. v t'eh. 16 I'eh, 23 i Dec. 23 I Jan. 31 Teb. 28
[ Loans. ... e 482 348 81 737 71 26 46 24
2 Within |5 days. 480 342 77 - 731 72 17 44 19
3 16 days to 90 days 2 [ 4 - [ 5 9 2 s
L B B T LR I Y T T T
S ACCOPTANCES o 4 oo oot 461 191 431 573 502 991 191 322
6 Within 5 days. .. 302 34 268 349 343 818 39 - 169
7 16 days to 90 davs. . .. 103 103 113 L 1o 12 95 ¢ 106
8 91 days to 1 year, 56 54 50 53 49 01 57 47
- I
9 L8, Govt. securitie 97,409 91,401 97,656 | | 99,371 ' 97,021 ¢ 94,134 95,837
10 Within |5 days! 7,081 4.8608 8.561 L2200 8,136 7,207 3,957 3.994
Il 16 days 10 90 da 18,770 | 15.561 17.356 | 19,920 ‘ 19,227 I 18,096 20.862
12 91 days to | year., 26,204 25,870 26.637 . T 25,795 25,889 26,979 | 25,362
13 Over 1 year to § vea 31,185 30,933 30.933 L9530 30,3020 30,710 ' 30,933 | 30.401
14  Over Sy to 1)y 9,173 9,173 9.173 ! | 9,841 . 9,045 . 9,173 . v, 841
15 Over l0years. ... oo s 4.996 4,900 4.996 5.206 5,377 . 4,949 i 4,996 - 5.3717
16 Federal agency obligations. .................... : 6,989 6.790 6,911 6,901 ‘ 7,033 | 7,072 6,790 | 6,844
17 Within 15days! oo oo .l 239 oL 12 232 48 39 40 247
18 To days 1090 days . ..o cod 330 375 375 254 132 309 ¢ 330 | 171
19 Ol daysto lyear.. ..o, 1,037 R 1.054 1.054 1,054 964 ! 1,037 1.091
20 OverlycartoSycars., . .oooonon. 3.301 . 3.339 3,339 3,354 3,355 3,361 3.358
21 Over § years to 10 years 1.281 2 1.281 1,281 1.265 1,388 1,281 1,217
22 Over 1O years.... ... .. 741 741 741 741 737 741 | 760
! Holdings under repurchase agreements are classified as maturing

within 15 days in accordance with maximum maturity of the agreements,

1.20 DEMAND DEPOSIT ACCOUNTS  Debits and Rate of Turnover

Seasonally adjusted annual rates
| 1976 1977
Standard metropolitan statistical area 1973 1974 1975 ’
Sept. Oct. Nov, Dec. Jan,
Debits (billions of dollars)?
LAIE233 SMSA'S .o 1 18,6413  22,192.2 | 23,565.1 27,250.2 27,406.2 ! 28,061.4 r28,914.6 29,282.1
2 New York City .o oo 8,097.7 9.931.8 | 10,970.9 12,727.9 13,522.0 : 13,495.5  13.835.0 14.411.8
B 232 SMSA ™S v e S 10,543.6 1 12,260.6 | 12,594.2  14,522.3  [3,884.2 . 14,565.9 15,079.7 14,870.3
4 6 leading SMSA's other than NY.CoLo oo 00000 4,462.8 1 5,152.7 4,937.5 5,857.3 5,447.9 + 5,693.2 5,917.1 5.804.3
5 2260thers.. oo i 6,080.8 7.107.9 | 7,661.8 8,665.0 8,436.3 I 8,872.7 19,162.6 9,006.0
i
Turnover of deposits (annual rate)
6 ANL2IISMSA™S . oo 110.2 | 128.0 131.0 145.8 146.4 147.2 | r153.3 154.1
1 H

7 New York City. . ..oooe oo 260.8 | 312.8 5.8 393.7 416.2 ¢ 395,11 419.8 443.5
B 232 SMSA S e 75.8 86.6 84.7 94.0 89.8 9.1 T04.0) 4.4
9 6 leading SMSA's other than N.Y.C,! . 115.0 | 131.8 118.4 136.1 126.6 131.7 . 136.9 | 133.5
10 226 0thers.. o oveu i e 60.6 71.6 77.7 75.6 8.3 7.7 79.3

i 69.3

1 Boston, Philade:
Los Angeles-1.ong Beach.

i, Chicago, Detroit, San Francisco-Qakland, and

2 Excludes interbank and U.S, Govi. demand deposit accounts,

NoTi.. Total SMSA's includes some cities and counties not designated

as SMSA's,
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1.21 MONEY STOCK MEASURES AND COMPONENTS
Billions of dollars; averages of daily figures
| 1976 1977
1973 1974 | 1975 R _
Dec. Dec. Dec. !
ftem i July Aug. Sept. Oct. Nov, Dec. Jan,3
Seasonally adjusted?
- R — — | ; - | |
MLASURES! ! i :
1 270.5 283.1 204.8 305.0 06.3 306.6 310.1 310.1 312.2 313.6
2 A §71.4 612.4 664.3 705.2 710.5 716.5 725.9 732.0 739.7 745.4
3 219.6 ! 981.5  1,092.9 ; 1,169.2 ; 1.181.4 101945 | 1.211.2 7 1,223.6 1 1,236.9  1,248.4
4 634.4 : 701.4 746.5 | 774.1 775.5 © 779.5 1 788.2 | 7943 ! "§03 0 808 .4
5 982.5 ' 1,070.5 I 1.175.1 | 1,238.2 | 1,246.3 1,257.6 1,273.6 1,285.8 1,300.2 | L3S
COMPONENTS |
6 CUTTENCY. .. vecie e iir i eie it 6l.5 67.8 73.7 78.1 78.6 79.2 79.9 | 80.3 80.7 8.3
Commercial bank deposi .
7 Demand. ...o.oous 209.0 2153 221.0 226.8 227.7 227.4 230.3 | 220.8 231.6 232.3
8 Time and savings. ......oovoien. 363.9 418.3 451.7 469.1 | 469,17 472.9 | 478.1 | q484.2 - a490.7 494 .8
9 Negotiable CD's2, 0,00 . 63.0 - 89.0 82.1 68.9 1 65.0 631 62.3 62.2 63.3 6.1
10 Otheroooovove oo 300.9 329.3 369.6 400.2  404.1 409.9 415.8 421.9 427.4 431.8
11 Nonbank thritt institutions3. ... .... 8.1 369.1 428.6 464.0 470.9 478.0 485.3 491.6 497.3 | 503.1
Not seasonally adjusted 7
MEASURL'S! | ‘ : i
12 278.3 291.3 303.2 305.3 303.3 304.6 309.0 i 312,10 a2t 319.8
13 2 576.5 617.5 6609.3 705.7 707.3 712.8 723.0 . 729.7 744.7 750.3
14! 921.8 983.8  1,094.6 - 1,173.7 | 1,178.6 ' 1,189.2 1, 20q SO216.5 0 1,237.7 0 1,250.9
15 1 640,5 | 708.0 752.4 774.6 | 773.6 778.1 787.1 792.6 8()‘).() 1 813.4
16 ! 985.8 ' 1,074.3 ¢ 1,178.1  1,242.6  1,244.9 11,2545 1,269.7 1,279.4 ,302.0 | 1,314.1
COMPONLNTS | !
17 CUFCENCY s o v v et cin e cir e e 62.7 69.0 1 75.1 78.7 78.9 79.0 79.7 80.8 82.2 f 80.7
Commercial bank depo . \ H
18 Demand.................00 ... 215.7 222.2 228.1 | 226.6 224.4 225.6 229.3 281.2 239.0 235.8
19 Member. 156,58 159.7 162.1°F 160, | 158.4 [59.0 161.7 162.6 168.5 168.2
20 Domestic nonmember . 56.3 S8.5 62,6 ¢ 62.5 | 62,1 62.9 63.9 64.8 066 .4 660
21 Time and savings. ....... 162.2 4i6.7 | 449.6 469.2 ¢ 470.3 473.5 1 478.2 4%0.5 487 .8 493.9
22 Negotiable CD's2, 04,0 90,5 ° 83.5 68.9 66.3 65.3 04.2 62.9 64.3 63,1
23 Other. ..o iiiiiiin, 298.2 326.3 366.2 400.3 404.0 408.2 ' 414.0 - 417.6 423.5 430.7
24 Nonbank thrift institutions?, . ..., .. 145.3 366.3 4251 468.0 1 471.3 |  476.4 482.6 486.8 493.1 1 500.6
25 U.S. Govt. deposits (all commercial
Banks). ..o 6.3 4.9 4.1 : 3.4 3.7 4.9 3.9 1 4.0 4.4 3.8

L Composition of the money stock measnres is as follows:

M-1: Averages of daily figures for (1) dun.mtl deposits of commercial
banks other than domestic interbank and U.S, CGiovt,, less cash items in
process of collection and IR, (loat; (2) foreign dundnd balances at F.R,
Banks; and (3) currency outside lhc Treasury, F.R, Banks, and vaults
of commercial banks.

M-2: AM-1 plus savings deposits, time deposits open account, and time
certificates of deposits (CD’s) other than negotiable CID’s ol $100,000 or
more of large weekly reporting banks.

M-3: M-2 plus the average of the beginuing and end-of-month deposits
of mutual savings banks, savings and loan shares, and credit union shares
{(nonbank thrift).

M-4: A1-2 plus large negotiable CID’s,

M-5: M-3 plus large negotiable CD’s,

NOTES TO TABLE 1.23:

1 Adjusted to exclude domestic commercial interbank loans.

2 Loans sold arce those sold outright to banks® own foreign branches,
nonconsolidated nonbank affiliates of the bank, the banks' holding
company (if nol a bank), and nonconsolidated nonbank subsidiaries of
the holding company. Prior to Aug, 28, 1974, the institutions included
had been defined somewhat differently, and the reporting pancl of banks
was also different. On the new basis, both “Total loans” and “Com-
mercial and industrial louns” were reduced by about $100 million.

3 Reclassification of loans reduced these loans by about $1.2 billion
as of Mar, 31, 1976,

4 Data beginning June 30, 1974, include one large mutual savings
bank that erL,Ld with a n()nnu.mhur commercial bank, As of that date
there were increases of about %500 million in loans, $100 million in

FFor a description ol the latest revisions in the money stock measures,
see ‘Revision ol Money Stock Measures’™ on pp. §2-87 of the February
1976 BULLETIN,

Latest monthly and weekly figures are available from the Board's 1.6
release. Back data are available from the Banking Scction, Division of
Rescearch and Statistics,

l)llld in this series have been revised;
ments”, page 308,

2 Negotiable time CID's issued in denominations of $100,000 or more
by large weekly reporting commercial banks.,

3 Average of the beginning- and end-ofemonth figures for deposits of
mutual savings banks, for savings capital at savings and loan associations,
and tor credit union shares.

for further derails see “Announce-

“Other securities,” and $600 million in “Fotal loans and investments.”

As of Oct. 31, 1974, “Total loans and investments” of all commercial
banks were rulugul hy SL.S5 billion in connection with the liguidation
of one large bank. Reductions in other items were: “Total loans,” $1.0
hilllnn (ot which $0.6 hllli()n was in “Commercial and industrial loans®),
and “Other securities,” $0.5 billion. In late November “Commercial and
industrial loans' were increased by $0.1 billion as a result of loan re-
classifications at another large bank.

Note.. -Data are for last Wednesday of month except lor June 30
and Dec. 315 data are partly or wholly estimated except when June 30
and Dec. 31 are call dates.
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1.22 AGGREGATI

Billions ol dollars; averages ol daily tigures

Monetary Aggregares AlS

RESERVES AND DEPOSITS  Member Banks

1976 1977

Item 1973 1974 | 1975 .

Dec. Dec, Dee, | i
June July Aug. Sept. i Oct. | Nov. Dec. Jan.
|
Scasonally adjusted "
1 Reserves ', ..., .. , 33,60 34.73 134.20 1 34.34 ' 34,51 . 34.34  34.51 34.85 34.95 3478
2 Nonborrowed. 35.87 | 34.60 | 34,16 | 34.21 34,410 34,27 34,41 34,78 . 490 4.7t
3 Required 36.34 1 34,47 ° 34.07 © 34.11 3431 34.14 134,29 34.59 | 34.68 34,51
4 Deposits subject to reserve rcqulruucnls 2 L 486.2 505.4 513.0 514.1 514.2 515.6 520.0 . 524.9 | 529.6 532.5
S Timeand savings... oo e 2105 3221 337.9  341.9  343.5 341.7 343.3 346.2 ~ 350.2 | 355.0 : 357.3
Demand: !
6 Privte. o e 1581 160,06 164.5 : 167.5 | 1(17 ‘) i l()H 6| 168,71 170.4 1 170.7 I 7.4 172.5
7 UL, GOVE et e et 5.0 3.5 ‘ 300 36 270 3 P36 s |40 32 2.7
8 Deposits plus nondeposit items ... ... . L 448.9 495.6 ' S513.8 521.4 522.9 | 523.2 5239 | 529.2 534.2 | 539.1 541.1
Not seasonally adjusted

. , |
Y Deposits subject to reserve requirements 2., ... ... 447.5 491.8 510.9 512.7 i 513.9 S511.3 = 514.9 ‘ 518.9 | 522.5 . 534.8 537.7
[0 Thne and savings. ..o e i 278.5 321.7 337.2  342.5 343.7 342.7 | 344.1 | 346.7 | 347.6 353.6 357.0

Demand: i ; i
11 Private, .. ..o 164.0  166.6 170.7 | 166.7 , 167.7 ' 165.9 ' 167.2 169.5 | 171.9 i [77.9 177.8
12 UGS GOV, e L0 35, 3.0 3.6 \ 2.5 2.7 KN 2.9 2.9 3.3 2.9

| :

13 Deposits plus nondeposit items S, . oo 454.0 500.1 519.3 521.2 1 522.8 5203 5233 ! .8 546.3

L Series reflects actual reserve requircment pereentages with no adjust-
mient to eliminate the ellect of changes in Regolations 1D ad M. There
are breaks in series because ol changes in reserve requirements effective
Dee. 12, 1974; Feb. 13, May 22, and Oct. 30, 1975; and Jan. 8, 1976,
In addition, effective Jan. 1, 1976, statewide branching in New York
was instituted. ‘The subsequent merger of a number of banks raised
required reserves because of higher reserve requirements on ageregate
deposits at these banks

2 Includes total time and savings deposits and net demand deposils as
defined by Regulation D, Private demand deposits include all demansl
deposits except those due 1o the U.S. Govt,, less cash items in process of
colfection and demand balances due from domestic commercial banks,

3 *Total member bank deposits™ subject to reserve requirements, plus
Luro-dollar borrowings, loans sold to bank-related institutions, and
certain other nondeposit items. This series for deposits is referred to as
“the adjusted bank credit proxy.”

Back data and estimates of the impact on required reserves
Ees in reserve requirements are shown in Table 14 of the Board’s
Annual Stavivtical Digest, 1971 1975, Data in this series have been revised ;
for further details see *“*Announcements”, page 3085,

1.23 LLOANS AND INVESTMENTS All Commercial Banks
Billions ol dollars; last Wednesday of month except for June 30 and Dece. 31
' 1976 1977
1973 41974 1975 . L. .
Dee, 31 Dec. 311 Dec. 31 |
Category I | I Aug. 25 [ Sept. 29| Oct. 27 | Nov. 24 Dec. 31 ‘ Jan. 26 beb. 23
b " i s b o » | M’
- \ ' . i P
Sceasonally adjusted
. | i :
I Loans and investments® ., . ............ ... ..... 633.4 ' 690.4 ' 721.1 | 748.7° 7325 760.3 766.3 ‘ 767.5 773.1 782.8
2 Including loans sold outright2. ., ... ... ..., 637.7 695.2 725.5 752.8 756.6 764.3 770.3 771.6 777.4 787.0
: 1
f.oans: | .
I Total. oo e L0 500.2 , 496.9 507.6 1 511.4 519.3 521.8 521.6 528.4 532.9
4 Including loans sold outright?., 3.3 505.0 501.3 5117 SI15.5 523.3 525.8 525.7 532.7 537.1
5 Commercial and industriald, . ... .. .4 183.3 ; 176.0 171.0 172.0 | 174.8 176.7 | 176.2 | 177.t 178.6
3 [ncluding loans sold outright 2,3 .0 | 186.0 | 178.5 173.6 174.6 | 177.4 179.3 178.8 = 180.0 | I181.5
Investmients: . ! ‘
7 US Treasury oo e i .5 50.4 79.4 95.0 94.0 | 93.5 4.3 | 96.5 95.7 ; 100.2
B Otr, o e .9 139.8 144.8 146.1 147.1 | 147.5 | 150.2 149.4 1490 | 149.7
|
i Not seasonally adjusted
9 Loans and investments? ... oL oL . 647.3 + T705.6 l 737.0 \ 746.1 7529 758.7 | T766.0 784.4 \ T71.4 776.6
10 Including loans sold outright . . ............. | 651.6 710.4 ! 741.4 750.2 '+ 757.0 762.7 ' 770.0 ; 788.5 775.7 780.8
Loans: | | l
1l Totalh e 458.5 ' 510.7 1 507.4 508.5 1 513.3 518.2 520.6 | 532.6 523.6 ; 526.5
12 Including loans sold oulrlylll7 462.8 515.5 511.8 512.6 517.4 522.2 524.6 536.7 . 527.9 530.7
13 Commercial and industriald. . . .. 159.4 186. 8 179.3 | 170.3 | 172,5 + 174,21 176.0 179.5 1 175.2 176.8
14 Including loans sold outright?,3, . ... ., 162.0 ' 189.5 1 181.8 1729 1 175.1 176.8 178.6 l 182.1  178.1 | 179.7
[nvestiments: | ! | | |
15 LS. Treasury. .. 58.3 | 54.5 | 84.1 91.8 92.6 3.5 96.9 | 1017 " 99.8 101.3
16 Other....... 130.6 140.5 145.5 145.8 147.0 | 147, 6 150.2 148.0 148.7

0 | 148.

I'or notes see bottom of opposite pige.
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1.24 COMMIIRCIAL BANK ASSETS AND LIABILITIES Last-Wednesday-of-Month Sceries

Billions of dollars, excepl for number of banks

1974 | 1975 1976 3 1977
Account - ) ,' | __ T . ) N - | _.I -
Dec. 31 Dec. 31 June 30 July 28» | Aug. 257 Sept 29~ Oct. 277-Nov. 242 Dec, 291" Jan, 262]lich. 232
N ! - .. P — .I_
( All cnmmckl;'\l
T - T T - !
1 Loans and investments. ... .. i 7158 779.8 | 772. 782.1 790.4 796.9 805.6 826.4 : 811.5 818.7
2 LOANS BIOSS. v vus e e 546.2 - 543.7 ! 531.6 544.5 550.8 §56.4 . 560.2 576.0 . 563.7 568.7
Investments:; 1 |
3 U.S, Treasury securities. ..., .. 54.5 84.1 90.8 89.5 | 91.8 92.6 93.5 96.9 101.2 99.8 + {01.3
4 Other. ... ©140.5 145.5 145.3 145.5 1 145.8 146.9 ! 147.0 | 148.6 1492 148.0 148.7
S5 Cashagsets................... ..., | 128.0 133.6 125.2 1.5 109.1 118.7  115.2 . 124.3 128.7 117.8 124.3
6 Currency and ¢oin......... | 1.7 12,3 12.0 12,2 12.0! 12,2 12,5 11.8 13.9 12.6 12.3
7 Reserves with 1.R. Banks ' 27.1 26.8 27.1 28.0 25.4 29.7 26.4 29.1 29.9 28.6 28.7
Balances with banks. ....... ... 42.0 . 47.3 40.4 34.6 36. 1 36.1  36.7 40.2 39.8 37.2 39.2
9 Cash items in process of collection., . 47.3 ' 47.3 ©  45.7 36.7 .+ 35.6 40.6 :  39.5 43.3 i 45.1 39.4 44,2
10 Total assets/total liabilities and ’ ! ; b ) ] :
capital Lo L. . 9196 964.9 957.1 934.3 ¢ 940.5 960.0 ° 962.6 | 982.9 1,010.8 983.4 . 997.8
1 l)c]p()sits. ARRLELELERREEERRRREIRRE i 747.9 786.3 782.8 = 761.2 759.4 ' 773.3 777.9 789.1  812.4 792.2 | 800.3
Demand: i :
12 Interbank 43.5 . 41.8 38.3 3.1 33.4 35.2 34.8 39.9 | 9.1 35.7 37.0
13 C.S. Govt 4.8 3.1 4.7 3.5 3.7 5.8 3.7 3.3 3.4 3.9 3.7
14 Other. ... 267.5 278.7  266.4 250.6 ; 247.4 2529 258.2 260. 8 275.9 | 256.9 260.8
Time ! :
15 Interbank 1.5 2.0 10.6 10.2 9.7 9,51 9.1 9.0 ! 9.2 8.8 ° 8.6
16 Other..... 420.6 = 450.0 462.9 463.8 465.3 469.9 | 472.2 4706, 1 484.8 486.8 490.3
17 Horrowings............cciviveunn. 58.4 ¢ 60.2 65.9 66.8 72.3 ;. 771.5 76.0 83.6 88.0 81.2 86.8
I8 Total capital accounts2............. 637! ev.1 72,1 722 72.5 | B 17 T4l 7500 55| 75
19 Mrmo: Number of banks........... ‘ 14,465 ’ 14,633 14,636 . 14,635 14,649 | 14,655 14,659 14,674 ] 14,671 14,671 1 14,671
| H
- . — R — . . [N . -
. Member
20 Loans and investments . ..| s68.s 578.6 577.5 | 570.1 ] 578.2 583.6 ; 588.6 595.3 | 612.7 S98.8 © 603.7
21 Loans, gross, ... ... 429.5 416.4 . 411.7 , 405.3 | 410.8 4i5.1t 416.5 421.9 435.3 424.2 427.8
luvestments: ! : l
22 ULS. Treasury securitics. ... I38.9 61.5 65.6 64.4 66,7 67.0 | 67.7 ' 70.8 74.3 72.6 © 73.7
23 Other.. ..o 100. 1 100.7 100.2 100.3 100.7 101.5 ! 101.4 102.6 103.1 | 102.0 102.3
24  Cash assets, total.................. 107.0 108.5 | 104.0 92.3 89.4 98.9 1 94,9 103.0 107.6 | 97.7 102.8
25 Currency and coin 8.8 9.2 2.0 9.1 9.0 9.2 9.4 8.9, 10.5 I 9.5 9.3
26 Reserves with F.R. Banks, . 27.1 26.8 ° 27.1 28.0 ©  25.4 29.8 26.4 29,1 29,9 28.6 28.6
27 Balances with banks . ......... L 25.5 26.9 23.8 ) 19.6 20.5 20.6 20.9 23.3 23.5 21,5 . 222
28 Cash items in process of collection. . 45.6 ! 45.5 44.1 3s5.5 34.4 39.3 38.2 41.8 43.7 8.1 42.7
29 Total assetsitotal liabilities and i
capitall. . ... ...t TISL6 733.6 | 726.8 706.2 710.7 | 726.8 ; 727.6 744.8 i 769.1 744.6 | 755.1
30 l)«:]posils..l ........................ / 575.6 , 590.8 © 885.3 . 565.1 562.4 573.9 ' 576.1 584.8 | 604.6 587.0 §92.0
Demand: : ;
k]! 41.1 38.6 35.6 30.7 30.9 32.7 32.2 37.2 36.4 33.1 34.1
32 3.2 2.3 3.7 2.7 2.8 4.3 2.9 2.4 2.5 3.0 2.7
33 204.2 210.8 202.1 188.6 185.9 | 191.0 194.7 | 196.0 208.6 1 193.7  196.6
34 Interbank,,.....ooovvvoionn Lo 1o 10,0 ‘ 8.6 8.1 7.6 | 7.5 7.1 7.0 7.2 6.8 | 6.6
35 Other..oo v 37,1 329,11 : 335.4 334.9 335.1 338.4 339.2 342.1 349.9 186.9 . 351.9
36 Borrowings.......... 52.9 | 53.6 59.3 60.3 65.9 70.6 69,1 I 76.4 80.4 73.6 +  78.0
37 Total capital accounts? 48.2 © 521 55.0 55.1 55.4 ! 55.7 56.2 56.6 . 57.3 ‘ 57.7 57.9
38 Memo: Number of banks.......... 5,780 5,788 5,776 ; 5,767 5,771 5,773 : 5,767 ‘ 5,759 | 5,759 5,739

| 5,768

I Includes items not shown separately.

Effective Mar, 3§, 1976, some of the item ‘‘reserve for loan losses”
and all of the item *“unecarned income on loans' are no longer reported
as liabilities. As of that date the *vafuation” portion of *“‘reserve for
loan losses” und the **unearned income on loans” have been netted
against “other assets,” and against “total assets' as well,

Total liabilities continue to include the deferred income tax portion of
“reserve for loan losses.”

2 Eftective Mar, 31, 1976, includes “reserves for sccurities” and the
contingency portion (which is small) of “reserve for loan losses,””

3 Figures partly estimated except on call dates.

Note.—Tigures include all bank-premiscs subsidiaries and other sig-
nificant majority-owned domestic subsidiaries. . .

Commercial banks: All such banks in the United States, including
member and nonmember banks, stock savings banks, nom)lcpnsit trust
companies, and U.S. branches of foreign banks, but ¢xcluding one na-
tional bank in Puerto Rico and two in the Virgin Islands. .

Member banks: The following numbers of noninsured trust companies
that are members of the Federal Reserve System are excluded from mem-
ber banks in Tables 1,24 and 1.25 and are inchided with noninsured banks
in Table 1,25: 1974--June, 2; December, 3; 1975--June and December,
4; 1976 (beginning month shown) —July, 5.
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1.25 COMMERCIAL BANK ASSETS AND LIABILITIES Call-Date Serics

Milions of dollars except for number ol banks
)
1974 1975 1976 1974 1975 | {976
Account - — e
Dec, 31 June 30 ! Dec. 31 June 30 i Dec. 31 June 30 Dec. 31 i June 30
Total insured National (all insured)
! R . - - . . .
| .

1 | 734,516 736,164 762,400 773,696 428,433 ! 428,167 441,135 | 443,955

2 ©S41L,111 526,272 1 S35.170 , 539,017 | 321.466 312,229 315.738 | 315,624

3 2) (2) {?) 520,970 (2 (2) (2) 305.275

Investments: | .

4 U.S. Treasury securities. ... ..o oooviiun. . 54,132 " 67,833 1 83,629 | 87.413 ° 29,075 37.606 40,799 - 47,409

5 Other L 139,272 142,060 143,602 147,266 77.892 78.331 | 78,598 80,922

6 Cash assets. .. ... i i e 125,375 125,181+ 128.256 . 124,072 76.523 75.686 78,026 75.488

7 Total assets/total linbilities ! . ................. | 906,325 914,781 944,654 ' 942,511 534,207 ' 536,836 553,285 548,698

. | .
8 Deposits. . .. 741,665 746,348 775,209 776,957 | 431,039 | 431,646 447,590 l 444,251
Demand:

9 US. Govl. ..o i 4,799 3,106 3,108 4,622 2,437 1,723 1,788 2,858
10 Interbank 42,587 41.244 40,259 | 17,503 23,497 21,006 - 221,305 20,329
11 Other. ..o 265,444 261.903 276,384 « 265,670 154,397 152,576 159,840 152.382

Time: i
12 Interbank., ... ... o il 10,0693 | 10,252 I 10,733 9,407 6.750 6. 804 | 7.302 5.532
13 ther. ..o 418,142 420,844 444,725 459,753 243,959 | 249,446 256,358 263,148
14 Borrowings.........oooiiiiiiiinninaee.. . 55,988 - 59,310 56.775 63,824 39,603 41,954 40,875 I 45,184
15 Tatal capital accounts. . ...t 63,039 65,986 68,474 68,990 35,815 37,483 38,969 39,504
16 Memo: Numberofbanks, ... ocovnon i 14,216 14,320 14,372 14,373 i 4,706 4,730 4,741 l 4,747
State member  (all insured) Insured nonmember
i - . . _
17 Loans and investments, Gross. . ............... 140,373 134,759 137,620 | 136,915 . 165,709 173,238 183,645 192,825
Loans: 1
iR LT 3T 108,346 ‘ 100.968 100,823 l 98,889 . (11,300 | 113,074 118.609 124,503
19 NCb. s s e s e et %) ™ ) 96,036 | (?) (2 () 119,658
[nvestments;
20 U.S. Treasury securities. . 9,846 12.004 . 14,720 15,096 15,211 18,223 22,109 24,907
21 Other 22,181 21,787 22,077 22,929 39,199 41,942 42,927 | 43.414
22 Cash assets 30,473 31,466 30,451 30,422 18,380 18,029 19,778 18,161
23 Total assets/total liabilities................. ... 181,683 179,787 | 180,495 179,644 190,435 198,157 210,874 | 214,167
24  Deposits. FRRRREERE LR LR LR 144,799 141,995 143,409 142,061 165,827 172,707 | 184,210 ) 190,644
Demand:
25 US. Govt.ooooo oo 746 | 443 467 869 1.616 240 853 . 894
26 [nterbank. .. 17,565 18,751 16,265 15,834 1,525 1,397 1,689 1.339
27 Other, .o e 49,807 48,621 50,984 - 49,658 ! 61,240 60,706 | 65,560 63.629
Time: ;
28 Interbank. .. 3,301 2,771 2,712 3,074 " 642 1 676 719 799
29 e, . 73,380 71,409 72.981 72.624 (00,804 {08,989 115,389 1+ 123.980
' |
300 BOrTOWINES, oo vvr et ts e i 13,247 14,380 12,771 15,300 3,138 2.976 3,128 3,339
31 ‘Lotalcapital aecounts. .. ........col ) 12,425 12,773 13,105 12,790 1 14,799 ¢+ 15,730 16,400 | 16,696
32 Memo: Numberofbanks........ooooiiii, ‘ 1,074 ‘ 1,064 ° 1,046 1,029 . 8,436 8,526 ! 8,585 8.597
Noninsured nonmember Total nonmember
U \ e . R .
33 ILoans and investments, Gross. . ............... 9,981 11,725 13,674 15,905 . 175,690 184,963 197,319 208,730
Loans:
34 [ LT Y 8,461 | 9,559 11,283 13,209 119,761 122,633 © 129,892 137.712
35 Neto, ) i ?) | 2) 13,092 ) (&) 2) 132,751
Investments; ! : ! !
36 U.S. Treasury securities. ... ..o os 319 358 490 472 15,530 18,581 22.599 25.379
37 Oher,....... 1,201 1,808 1,902 2,223 40,400 43.750 44,829 45.637
38  Cash assets 2,667 3,534 5,359 4,362 21,047 | 21,563 | 25,137 22,524
39 Total assets/total Liahilities.................... 13,616 | 16,277 I 20,544 21,271 ¢ 204,051 214,434 Coa ;418 | 235,439
40 DIEPOSIES. . v vttt e 6,627 8,314 11,323 11,735 ] 172,454 1 181,021 195,533 202,380
Demand: ! !
41 US. Govt. oo e 8 11 6 4 1,624 951 . 859 899
42 Interbank . 897 1.338 1,552 1,006 i 2,422 2,735 | 3,241 2.346
43 Other.. .o o 2,062 2,124 2,308 2,555 03,302 62,830 67.868 66,184
Time: '
44 Interbank., ... ... . o 803 957 1,291 1,292 1,445 | 1,633 1 2,010 2,092
45 Other. ..o e e 2,857 3,883 6,167 6,876 | 103,661 112,872 ° 121,556 l 130.857
46 BOrTOWINES. .t o vt ti it 2,382 3,110 3,449 3,372 | 5,520 6,086 6,577 | 6.711
47 Total capital accounts. ... ..., 611 . 570 651 663 15,410 16,300 17,051 17,359
48 Memo: Numberofbanks., ... ...ooiiii e ' 249 253 l 261 270 8,685 . 8,779 | 8,846 8,867

1 includes items not shown separitely.
2 Not available.

For Note see Table 1.

~
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1.26 COMMIERCIAL BANK ASSETS AND LIABILITIES Detailed Balance Shect, June 30, 1976

Asset and liability items are shown in millions of dollars

Asset account

1 Cash bank balances, items in process............
2 Currency and COIM. . o vvvviinan i
3 Reserves with F.R. Banks...................
4  Demand balances with banks in United States. .
5 Other balances with banks in United States, . ..
6  Balances with banks in foreign countrics. ..
7  Cash items in process of collection. .. ..
8 T'otal securities held—Book value. ..
9 U.S Treasury..............
10 Other U.S. Govt, agencies....... .
i1 States and political subdivisions. .............
12 All other securities. ...o.ov v ciiin e,
13 Unclassified total........oooeev oo,
V14 Trading-account securitie
15 U.S. Treasury.,....
16 Other U.S. Govt. agenc .
17 States and political suhdlvnsmns .........
18 Al other trading acct. securities,...........
19 Unclassified. . ... ... oiiioioon,
20 Bank investment porifolios...................
21 U.S. Treasury
22 Other U.S. Govt. agencies.................
23 States and political subdivisions............
24 All other portfolio securities...............
25 F.R. stock and corporate Stock ... c.oveviia ..
26 Federal funds sold and securities resale agreement. .
27 Commercial banks.....vviiviiii i
28  Brokers and decale

20 OLhers. . ..o i e

30 Other loans, gross. . ..........coviiiiueeunn.

31 less: Unearned income onloans.............

32 Reserves for loan loss... ..

33 Otherloans, net.......ooviiieiiiininean.,
Other loans, gross, by category

34 Realestateloans..........ccocooiiiiiin...

35 Construction and land development........

36 Secured by farmland..........o ool

37 Secured by residential........ .. 0oL

38 I- to 4-family residences.................

39 FHA-insured or VA-guaranteed........

40 Conventional .......ooovviiiinen..

41 Multifamily residence.

42 FHA-insured . .. ..

43 Conventional...........c.ocvii it

44 Secured by other properties................

45  Loans to financial institutions... . .o..oo.ooo.

46 o REIT’s and mortgage companies. .. ...,

47 To domestic commercial banks .............

48 To banks in foreign countries. ..

49 To other deposudry institutio

50 To other financial institutions. .. ..

51 Loans to security brokers and dealers

52  Other loans to purch./carry securities .
53  Loans to furmers- -except real estate. .. .......
54 Commercial and industrial loans.............
§5  Loans to individuals............. o .o
56  Instalment loans. . ... ... 0000 e i
57 Passenger automobiles. ... ..

58 Residential-repair/moderniz

59 Credit cards and related plans, ..........
60 Charge-account credit cards, . ... ...
61 Check and revolving credit plans... .. ..
62 Other retail consumer goods.............
63 Mobile homes. .........o.ooviviin
64 Other. ..o i e
65 Other instalment loans. .................
66 Single-payment loans to individuals.........
67 Allotherloans...........ovvviiiiiien..y
68 Total loans and securities, net..................
69 Direct lease financing. ..........ovviiiieniiian

70 Fixed assels-—“uildings, furniture, real estate
71 Investment in unconsolidated subsidiaries. .
72 Customer ucccptances outstanding. .. ..
73 Other assets. .....

T4 Total assets. ... oo vvviininnronrnnen iy ian

All
commercial
banks

128,435
11,984

230,041

87,886 -

33,600
101,952
6,604

1,539

36,120
30,954

516,107
12 000

163
497 1944

141,964
16,568

110 393

87,465
36,951
6,107
12,196
9,517
2,680
15,536
8,720
6,815

13, 1807
771,439
4,675
18,585
2,107
10,682
27,861

963,783

Insured
commercial
banks

124,072
11,972
28,212
28,765

45, 1459

233,184
90,948

2,450
2 333
504,755
11,941
6,105
486,709

141,737

3,960
38,769

36,645
10,510

I()‘} 345
110,031

87 141

13,309
755,650

4,675
18,484
2,104
10,316
27,210

942,511

Member banks !

Large banks |

Towl
New York  City of Other |
‘ (‘ny Chicago large
— - I
108,911 1 26,914 4,699 41,097
686 3.
28.2[2 4,956 ° 2,174 11,508
Jgg?g 6, 56§ 286 3,251 I
3, 9 7 1,478
3179 327 33 1,767
43877 | 14,200 2,016 191939 J
165,113 18,349 7,553 | 53,364
66,013 . 9209 3766 | 22,163
20,706 996 | 348 51880 |
74,465 7,718 3,225 24.322
s,sgg 425 214 [ 970
.................... 30
5,654 2612 ’ 678 2,103 |
3,507 1,950 404 | 970
659 244 44 | 342
128 | 316 80 | 557
383 103 | 60 ( 204 1
.................... 30
159,460 | 15,737 6,875 51,26l|
62,506 7.260 312720 21,193
20,047 752 304 , 5,538
73,440 | 7,403 | 3,145 23704
3,466 323 155 766
1,244 | 248 ( 78 | 470
26,819 1,929 1,150 | 14,110
21170 Lo | 1ole ‘ 10,937
21376 180 108 1,703
2373 655 26| 1,470
387,695 67,108 | 20,802 14;,328!
. 71! 8l j "824
4916 1,112 331 ( 1.830
374,493 65,522 ‘ 20,390 | 142,434
100,545 8,693 1,988 } 36,913
1358 3109 | 532 6:352
17 21 14 8
57,630 3,976 922 | 21,168
54,450 3363 821" 200034
X 533 52 3,958
47,300 | 3,030 769 | 16,076
1180 413 101 1,134
32( 121 ’ 25 99
2,859 | 293 ! 76 1,035
26,612 1,596 | 521 9125
34,684 / 12,206 4,548 | 14,080
10172 3,753 1,457 1103
2,527 806 ‘ 138 1,215
?,zgz ‘ 2,%97 324 2,873
. 85 25 1,064
14,652 | 5,165 | 2,605 5,635
100 alss 97 734
% 428 314 1720
12,380 77 } 135 2,988
140.087 | 33,896 | 10,435 | 55.517
77,597 4,680 1,627 | 27.854
61,238 | 3,322 o16 | 22,383
24,063 510 150 .21
) 63 37 1,747
10,746 1.127 534 | 6.112
8,540 817 504 4,987
2,206 310 ( 30 1,125
10,730 203 s 3,884
,238 | 12 : ; 2,300
4,43 91 52 1,584
11,376 1,219 109 3,350
16358 1 1,358 711 5,471
11,639 2,589 - 766 5,362
567,670 | 86,047 , 29,171 | 210,378
4,455 983 128 2,714
13,902 1,626 611 5,605
1063 . 27 1,003
9,990 5,278 s17 1 30924
24,353 | 9,081 1,627 9,775
|
728,344 36,912 , 274,499

130,756 '

~. All other

123
152,699
10

1,642
146, 148

352,930

242,074

630
6,060
70

271
3,871

286,177

Non-
member
banks !

128,412
3,714
1,248

123,451

41,419

1,107
12,227

6,925

34, 1207
32,796

26,227

203,769
221
4,683
44

692
3,507

235,440

For notes sce opmowt®yIre.
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Member banks !

Large banks

Total |_ i
i New York | City of
\ City Chicago
I .
i
241,932 54,110 9,807
. 1014 | 491 2
179.037 20.740 U 7,268
3,728 474 154
12,278 | 620 155
! 1,250 g1 210
29,454 13,524 . 1.781
5,697 4.240 148
9.477 4.038 278
‘ 212,740 © 32,483 13,165
136 ... ... oo
! 445 266 - 7
| f
11639351 22,766 1 9. 494
550 7 !
30, 71‘1 s 803 1,106
8.77% 5.255 11295
6,797 2.613 1162
1,360 702 100
\ 131,640 8,752 2,715
125.270 8,332 2,611
4,521 262 95
. 1,805 130 B
44 8|
‘ 586,312 i 95,345 25,687
J 55,906 , 11,224 ! 7,215
32,607 6, 445 4,883 !
7.512 735 1,073
l 15,727 4,045 1,259
1,579 2,241 | 80
577 16
10,5911 5. xs4 525
\ 14,148 4,736 892
' 672,114 | 119,456 | 34,415
3,935 | 1,099 83
52, 20< Io10,200 z,4|4i
11. 771 ""i:éb&'~ """ 570
200676 1 3,966 ' 1,155
18,566 | 3.858 645
1,296 | 114 44
728,344 | 130,756 36,912
i 164,874 25,8220 5,857
102,291 26,3141 4,360
27,149 2,253 1,341 |
377,741 1 66.363 | 20.569
usgo2 | 29025k | 100747
574,789  89.888 | 25,003
58,970 5 14.334 7,184
4.474 2.064 87
. |
9,927 5.280 | 954
117,342 1 28.910 | 11.159
97,455 24,503 | 8,937
19,887 4,407 2,221
5,776 | I 9

1.26 Continued
All Insured
Liability or capital commercial commercial
account banks bunks
75 Demand deposits. ... ool 311,363 307,796
76 Mutual savings banks. ... ... .. .o oo 1,299 | 1.3
77 Other individuals, partner !
COTPOTAONS . v e ee et re e ennnns v236.614 235.547
78 US. GOVl 4,627 4,623
79 States and political subdivisions.. ......... 17,336 17.216
80 Foreign governments, central banky, ete. 1,757 1.29
81 Commercial banks in United States, 30.870 1 30,57
82 Banks in foreign countries, e 6,341 5.81
83 Certified and ofticers’ uhccks‘, ClC s eae s 12.520 11,61
84 Time deposits. ... .. ... .. ... e 293,204 ‘ 285,431
85 Accumulated for personal loan payments. ... .. 1711 17
86 Mutual savings banks. . . ... .o o oL 481 458
87  Other individuals, partnerships, and :
COFPOTATONS v v vv e e s V227,578 1 222,500
BB ULS. GOVtn ... i : 078 | 678
89 States and political subdivisions. . . .. 43,942 ° 43.653
90  Foreign governments, central banks, ete. . 10,143 9,029
91 Commercial banks in United States 8,082 7.522
92 Banks in toreign countries..........,. \ 2,129 1,419
93 Savings deposits. . ... oo ot s 184,126 183,730
94 Individuals and nonprofit organizalions. . . . 175,381 v 174,995
95  Corporations and other profit organizations 6,049 6.043 °
96 U.S. Govt, . 2,648 2,645
97 Allother.. .. ... ... ... oo 47 47
98 Total deposits. . ................ .. ... ... ... 788,693 776,957 |
99 Federal funds purchased and securities sold under . I
agreements to repurchase. .. ... .. S 60,719 54,944
100 Commercial banks. . . 35,182 33.936
101 Brokers and dealers. 8,053 7.976 |
102 Others. ... . i 17.484 17,031
103 Other fiabilities for borrowed money, .. .. 6.478 4.881 |
104 Mortgage indebtedness. ... L 789 787
105 Bank acceptances outstanding, ... ...... . 11.287 10,917
106 Other liabilities. ... oo cco oo oo oo 21,262 16,198
107 Total fimbilities. . ... ... oo 889,228 868,684
108 Subordinated notes and debentures. .. ... ... 4,901 4.837
109 Equity capital. .. .. 69,655 68,991
110 Preferred stock 81 5
111 Common stock 15.963 15.843
112 Surplus........ 27,903 27.648
13 Undivided profits 23,842 23,630
114 Other capital rcsu\c.\ ...................... . 1,867 ! 1,794
115 Total liabilitics and cquity capital.............. T 963,783 942,511
MEMO:
186 Demand deposits adjusted 2, ... 00 230,329 227.142
Average for last 15 or 30 day
117 Cash and due from bank. .. 123,703 119,246
118 Federal funds sold and securities Qs
under agreements toresell. ..o 34,280 35.632
119 Total loans . i 502,155 490,759
120 Time depe of $100,000 or more, 146,166 140,300
121 Total deposits.. . ...coovvnone. 775,140 763,837
122 Federal funds purchased and seumtu, xnld
under agreements to repurchase. . 64,0655 62,022
123 Other liabilities for borrowed money 6.485 4,782
124 Standby letters of credit outstanding 10,950 - 10,535
125 Time deposits of $100,000 or more. 146,783 141,105
126  Certifieates of deposit. .. ... .. . Lol 122,071 118,464
127 Other time deposits, ... oo 24712 22,641
128 Numberot'banks., . .....oooiiiiiiiii e ‘ 14,643 ‘ 14,373

Other
large

47,697
229

67.579
1,604

213,805

29,308

17,374

4.903

7.032

1,806 |

36

3,938 °

5,575
254,749
1,752
17,998
10
3.804
7,500
6.154
a3l

274,499

55,560
39,625

13,353
143,388

48444
209,900
29,212

1,957

3,043
49561
39,866

9.696

LS5

All other

90,318 :
291

74,449
1.496
7,770

17
3,560
2.619

89,347

123

16

73,042

71,811

68,334

2,182
1.290
4

251,476

8,158 !

263,495
1,001
21,681
24
4,995
8.047

7,909
706

286,477 .

77.629

31,992

10.202
147,421
27,443
249,999
8,240
367

641
27,712
24,149

3,563

5,601

Non-
member
banks !

63,043
128

13,203
1.366

52,486
50,1101
1.529
843

4

217,114
966
17,360
47
4.239
7.226
5,276
571
235,440

65,455
21,412

11,131
124 414
30,275
200,350

5.095
2.011

1,023
29441
24,616

4,825

8,867

I Member banks exclude and nonmember banks include § novinsured
trust companics that are members of the Federal Reserve System, and
member banks exclude 2 national banks outside the continental United
States.

2 Demand deposits adjusted are demand deposits other than domestic
nmercial interbank and U.S. Govt., less cash items reported as in

corn
pro

cess of collection.

Note.—Data include consolidated reports, including figures tor all

bank-premi

subsidiaries and other significant majority-owned do-

mestic subsidiaries. Secuarities are reported on a gross basts before deduce-
tions of valuation reserves. Holdings by type of security will be reported
us soon as they become available.

Back data in lesser detail were shown in previous BULLETINS, Details
may not add to totals because of rounding,
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1.27 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS Assets and Liabilities
Millions of dollars, Wednesday figures

1977
Account 0 G el
I
Jan. § : Jan, 12 ‘ Jan. 19 Jan. 26 ‘ Feb. 2 Feb. 9 | Feb. 16 Feb. 23
1
1
1 Total loans and investments.................... 415,647 413,172 I 410,576 404,350 ' 407,711 404,696 ’ 408,196 I 406,950
I oans: . | |
2 Federal fundy sold!., ... 000000000 24,716 24,251 22,655 20,207 i 22,822 20,082 21,311 21,403
3 To commercial banks. . ... ... .o o0 L 20,159 18,553 | 17,676 16,232 I 17,026 , 15,906 - 16 856 17,212
To brokers and dealers involving— ’ 1 : | | )
4 U.S. Treasury securities................. ! 2,505 3,193, 3,029 2,058 2,805 ! 2,223 2,536 2,086
5 Other securities ’ 96 | 1, 317 816 892 971 827 911 1,077
6 To others. ... \ i 1,188 1,134 1,025 2,020 1,126 1,008 1,028
7 OUIer, BFOSS . vt i e l 285,976 286,369 | 284,078 | 286,032 284,798 285,968 ‘ 285,152
8 Commercial and industrial . . .. 5 115,437 1 115,136 114,422 1 114,771 114,840 115,027 115,339
9 Agricultural. ... i ] 4,300 4,272 4,221 | 4,183 - 4,187 - 4,174 ° 4,165
[‘or purchasing or cirrying securities: , :
To brokers and dealers: | |
10 U.S. Treasury securities............... 1,755 1,742 1,982 1,313 1,523 1,417 1,257 1,278
11 Other securities . ..o, 7,528 7,557 8,042 7,559 8,075 7.832 ‘ 8,475 7,582
To others: , !
12 L.S. Treasury securities. . oo vonn 83 80 | 76 14 75 15 17" 76
13 Other SeCUrities . ... vevveeieee s 2,533 2,531 2,526 2,532 2,540 2,540 2,520 . 2,516
To nonbank financial institutions: |
14 Personal and sales finance cos., ete.... . ... 7,394 7,011 ! 6,936 6,885 7,112 7,071 l 7,002 6,978
15 Other..........o v 16,586 , 16,296 16,154 16,240 ! 16,152 16,128 16,002 15,846
16 Realestate..........oo i | 63,690 63,753 63,908 63,966 63,945 64,118 | 64,365 64,413
To commercial banks: . ‘ !
17 Domestic..... oo | 1,813 | 1,733 1,781 1,883 2,003 1,702 1,777 1,790
18 Foreign. ...... ... ) 6,042 5,809 5,944 5,790 5,885 . 5,672 5,915 5,869
19 Consumer instalment. .................... '39,633 39,583 39,480 39,547 39,551 39,472 39,544 1 39,551
20 Foreign governments, ofticial institutions, ctc.. 1,939 ., 1,991 1,872 1,900 ! 1,952 1,897 1,884 1,857
21 Altotherloans................ .. ...t 18,380 18,093 18,260 17,746 18,265 17,847 17,949 17,892
22 Iss: Loan loss reserve and unearned income | |
on loans 8,536 8,531 8,551 8,555 ° 8,561 8,613 ! 8,673 8,686
23 Other loans, net. ... ......ooviiviiiinn., . 280,040 277,445 277,818 275,523 277,471 276,185 = 277,295 - 276,466
Investments: . I
24 U.S. Treasury securitios. ..... ... 50,038 ' 50,333 49,622 48,185 47,615 48,147 49,273 48,822
25 Bills. ..o 13,21 13,487 12,851 11,836 11,121 © 10,993 © 10,583 10,28t
Notes and bonds, by maturity:
26 Within T'year........c.oovviiiiin, 7,223 - 7,205 7,255 7,209 7,577 7,654 7,681 7,805
27 L1005 yeurs. .o e ee i e 24,962 25,307 25,253 24.883 24,631 25,512 26,914 26,785
28 After 5 ye B R 4,132 4,334 4,263 4,197 4,286 3,988 4,095 3,951
29 Other Securities. .. .. oo it 60,853 | 61, 143 60,481 6() 435 59,803 60,282 60,317 6() 259
Obligations of States and political | '
subdivisions: I :
30 Tax warrants, short-term notes, and . : |
bills. ..o . 6,269 6,602 6,324 6,352 6,009 i 6,485 6,296 [ 6,220
31 Allother..........cooiiiiii | 40,355 40,465 ‘ 40,324 40,245 40,000 40,114 40,177 40,309
Other bonds, corporate stocks, and
securities: !
32 Certificates of participation2............. ( 2,251 2,239 ! 2,153 2,217 2,244 2,218 - 2,182 2,178
33 All other, including corporate stocks...... 11,978 11,837 11,680 11,621 11,550 11,465 11,662 . 11,552
34 Cash items in process of collection. ............ | 39,933 | 36,679 36,792 © 34,703 . 36,944 ' 31,676 ‘ 35,352 38,330
35 Reserves with 'R, Banks. ..ot ©24,329 0 21,367 20,984 21,89% 16,199 23,029 20,960 21,382
36 Currency and coin. . ... 5,756 5,908 . 5,779 5,759 5,273 5,265 5,459 5,634
37 Bulances with domestic banks.......... .. 000t 13,929 13,303 12,392 12,048 12,474 ¢ 10,922 12,071 12,308
38 Investments in subsidiaries not consolidated . 2,402 2,441 2,471 2,471 2,490 K | 2,515 2,511
39 Otherassets. ...oovvniiien e 50,839 52,548 50,716 ' 50,701 | 51, 155 ( 51,819 49,784 50,478
40 Total assetsjtotal liabilities..................... 552,835 | 545,418 539,710 | 531,926 532,246 ' 529,942 ’ 534,337 | 537,599
Deposits: l ‘ : ) :
41 Demand deposits. .. ... i 184,662 | 178,242 ! 174,253 167,449 172,695 162,147 167,657 . 169,335
42 Individuals, partnerships, and corporations..| 131,982 128,675 125,906 120,612 123,671 120,055 ’ 121,955 122,731
43 States and political subdivisions............ | 6,397 5,970 6,391 5,997 6,816 6,046 6,147 | 6,178
44 LS GOVE v s ! 2,721 1,930 3,077 2,070 1,467 | 1,255 2,006 , 1,710
Domestic interbank: : }
45 Commercial, .. ..ot | 28,093 r 27,328 23,520 24,292 25,238 [ 21,229 23,794 24,718
46 Mutual Savings. ... vvvi i 1,040 942 889 836 951 796 802 . 790
Foreign: ’ ! H
47 Governments, official institutions, etc...... 1,463 1,344 | 1,276 1,264 1,172 869 | 793 1,114
48 Commercial banks.,............... ..., 5,83t 5,619 5,800 5,756 5,676 5,624 5,774 5,918
49 Certified and officers’ checks............... 7,135 6,434 7,394 6,622 ! 7,704 6,273 6 386 6,376
50  Time and savings deposits3.. .. oo o0 231 951 230,310 230,505 230,525 230 446 231,523 230 716 23() 284
Individuals, partonerships, and corporations: . \
51 SaVINES. oo oo s 91,008 91,038 91,301 91,394 91,515 92,038 92,084 92,318
52 Other. . ot 105,675 105,716 105,435 105,159 105,476 104,717 104,268
53 States and political subdivisions. 19,336 19,435 | 19,581 19,773 19,990 20,080 20,096
54 Domestic interbank, ... ... covviiiii e 5 5,300 5,265 5,352 5,358 | 5,410 5,323 5,176
55 Forcign governments, official institutions, etc. 8,019 7,626 7,436 7,472 7,352 . 7,293 7,178 ! 7,078
56 Yederal funds purchased, etc.4........... ...t 69,736 69,469 66,037 65,134 59,636 = 67,003 05,753 68,169
Borrowings from: f :
57  E.R. Banks 0 11 621 449 315 S8 705 50
58 Others. 3,645 3,384 3,578 3,748 4,030 ! 3,995 4,092 4,154
59 Other liabilit s, etc, S 21,391 22,420 23,166 | 22,942 23,234 ¢ 23,344 23 6()3 23,685
60 Total equity gupnal and subordinated . |
notes/debenturest. ... . i i 41,450 41,582 | 41,550 | 41,679 - 41,890 I 41,872 41,750 | 41,722
L Includes securities purchased under agreements to resell, 5 Includes minority interest in consolidated subsidiarics and deferred
2 Federal agencics only. tax portion of reserves for loans.
3 Includes U.S. Govt, and foreign bank deposits not shown separately. 6 Includes reserves for securities and contingency portion of reserves

4 Includes securities sold under agreements to repurchase. for loans,



1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS

Millions of dollars, Wednesday figures

Weekly Reporting Banks A2l

IN NEW YORK CITY Asscts and Liabilitics

Account

[ Total loans and investments. .. .................

!

Loans: .
2 Federal fundy sold V. . e 1
3 To commercial bank:
To brokers and dealers involving—.
4 U.S. Treasury securifics. ................
5 Other securities . ..o .
6 ToOOthers, ... . it i i e i
7 OMNeE, GPOSS .0 o e et e
8 Commercial and industrial
9 Agricultural ., ... oL
For purchasing or carrying securities:
‘To brokers and dealers:
10 U.S. ‘Ireasury securities. ..............
It Other seeurities . .o oo
‘To others:
12 U.S. Treasury securities. . .............
13 Other securities
To nonbank financial institutions:
14 Personal and sales finance cos., ete
15 Other
16 Realestate........ ..o .,
To commercial banks
17 Domestic. ..........oooov i
18 Foreign.............
19 Consumer instalment
20 IForeign governments, oflicial institutions, L(C
21 Allotherloans. .. ... on,
22 Liss: lLoan loss reserve and unearned income
ONJOANS . o o vt i ce e
23 Otherloans, net, .. ...
Investments:
24 S Treasury securitie
25 Bills
Notes and bonds, by maturity:
26 Within year,.......... oot
27 1 1o S years
28 After 5 year:
29 Other securities,
Obligations of States and political
subdivisions:
30 Tax warrants, short-term notes, and bills. .
31 Allother..... .o oo e
Other bonds, corporate stocks, and
secur Ill(—\
32 Certificates of participation2. .. .. .
33 All other, including corporate stocks......
34 Cash items in process

35 Reserves with F.R. Banks, .........

36 Currency and ¢oin. . .oovovvveovnnn

37 Balances with domestic banks

38 Investments in subsidiaries not consolidated . . .

39 Other assets. oo ov v e e

40 Total assets/total liabilities. ... .................

Deposits:

41 Demand deposits. ..o ociiiiie oo

42 Individuals, partnerships, and corporations. .

43 States and polmml subdivisions. ...........

44 US. Gove, oo e
Domestic interbank:

45 Commercial . oo

46 Mutual savings. .. .ooce i
'oreign:

47 Governments, oflicial institutions, etc,

48 Commercial banks. . .

49 Certified and officers 5, .

50  Time and savings deposits3. . . oo oo
Individuals, partnerships, and corporations:

51 SAVINES . .o e e

52 Other...............

53 States and political subdivision

54 Domestic interbank.........

55 Foreign governments, official institutions, etc.

56 Federal funds purchased, etc.4....... ... ...,

Borrowings from:
57 F.R. Banks,
58 Others..

59 Other lmhlhll
60 Total equity Lapnnl and subordinated

notes/debenturese. o oo

70,541

35,622
124

1,590

4,064 °

18
382

2,554
5,511
8,991

137,830

52,594
29,479
578
511

12,971
586

20,609

0
1,772
8,612

11,842

1977

Jan. 12 Jan. 19 l Jan. 26 \ Yeb. 2 i Feb. 9 Feb. 16 : Leb. 23
— —— . __. - —_— ..

90,131 91,350 89,516 ‘ 90,261 88,435 : 89,938 88,967
1,755 . 2,406 3,382 ! 4,024 2,608 3,125 2,852
737 - 1,305 2,260 3,052 1,664 | 1,925 1,694
538 461 345 - 375! 302 568 308
288 274 404 360 388 369 346
202 366 373 237 254 263 | 504
68,770 69,092 67,489 I 68,104 67,433 68,031 : 67,437
34,341 33,977 33,687 33,496 33,642 33,577 33,641
123 121 121 120 122 s I3
1,583 1,815 1,142 1,313 1,192 | 1,071 | 1,097
4,185 4,747 4,323 4,614 4,435 ° 4,912 ' 4,291
14 12 12 12 13 13 13

392 . 388 388 384 382 | 378 | 374
2,264 2,264 2,271 2,357 2,357 2,315 2,314
5,410 5,389 5,519 5,376 5,354 5,317 5,262
8,965 8,955 8,955 8,934 8,923 8,991 8,990
537 609 644 679 471 553 602
2,693 2,678 2,549 2,629 2,429 2,629 2,670
4,069 4,055 4,047 4,042 4,034 4,037 4 040

528 425 472 505 470 474 459
3,666 3,657 3,359 3,643 3,609 ; 3,649 3,571
1,639 1,641 | 1,632 1,658 1,660 1,685 1,687
67,131 67,451 65,857 66,449 65,773 66,346 65,750
11,990 12,304 ) 11,278 | 11.227 11,494 11,836 11,798
3,398 3,855 © 3,176 3121 3,128, 2,917 2,985
723 728 722 690 742 639 657
6,696 6,634 ! 6,414 6,475 6,783 7,273 7,309
1,173 1,087 9266 | 941 841 | 1,007 847
9,245 9,189 8,994 8,561 8,560 ! 8,631 8,567

\

1,205 1,177 1,178 840 926 929 909
6,238 6,212 6,112 6,001 5,967 6,019 6,040
223 222 222 220 ¢ 235 221 | 222
1,579 1,578 1,487 1,500 ‘ 1,432 1,462 1,396
12,865 , 13,450 12,589 1 12,582 11,210 11,725 | 12,475
7,844 5,782 | 6,097 3,998 ° 7,556 . 6,373 : 6,080
831 803 i 816 767 775 784 803
5,862 5,534 5,793 | 5,478 4,760 5,528 5,267
1,138 1,152 1,148 1,158 1,166 1,167 1,173
19,066 18,000 © 18,144 18, 1095 19,019 17,450 17,262
137,737 136,071 134,103 132,339 | 132,921 132,965 | 132,027
51,504 30,540 49,275 . 50,085 | 46,228 47,074 47,879
28,279 28,418 26,426 27,344 - 27,566 26,960 27,325
S 585 598 713 ¢ 676 629 ! 620
285 507 357 109 131 294 . 180
13,696 11,167 12,552 . 12,129 1 9,450 10,636 | 10,866
538 475 475 519 426 406 | 401
1,084 988 986 889 635 579 870
4,2/4 4,519 4,443 4,432 4,231 ° 4,517 4,599
2,837 3,881 3,438 3,950 3,113 - 3,053 3,018
41,912 42,275 42,390 42,611 42,844 | 42,371 41,955
10,241 10,299 10,349 10,408 10,548 10,602 10,609
23,688 23,954 23,802 23,883 23,877 23410 | 23,090
1,047 1,064 1,107 1,073 1,127 1,208 1,220
2,095 2,132 2,234 2,344 2,390 2,306 | 2,227
4,109 4,082 4,162 4,174 4,153 4,105 4,065
21,073 18,933 18,374 15,225 19,373~ 18,070 17,502
[\] 200 285 0 685 50
1,519 1,632 1,813 2,094 2,128 2,184 2,(78
9,875 10, 1636 X 10,384 10,142 10,472 10,683 10,559
11,854 i 11,855 | 11,867 © 11,897 11,879 11,898 11,904

L Includes securitics purchased under agreements to resell,
2 Federal agencies only.

3 Inctudes U.S. Govt.

ately

4 lncludcs securities sold under agreements to repurchase.

and foreign bank deposits not shown sepa-

5 Includes minority interest in consolidated subsidiaries and deferred
tax portion of reserves for loans.

6 Includes reserves for securities and contingency portion of reserves

for loans.



A22 Domestic Financial Statistics .+ March 1977
1.29 LARGE WEEKLY REPORTING COMMERCIAL BANKS OUTSIDE NEW YORK CITY
Assets and Liabilities
Miltions ol dollars, Wednesday figures
1977
Account —_ —_ - I
Jan. S Jan, 12 Jan. 19 | Jan. 26 Feb. 2 | Feb. 9 Feb, 16 Feb. 23
- . [ e L e
1 Total loans and investments. ................... | 323,804 | 323,041 319,226 314,834 317,450 I 316,261 318,258 317,983
! .
Loans: : i i .
2 Federal funds \'g)l(ll 22,478 22,486 | 20,249 It‘).:’f.’.: I8,ZQ¢? | 17,474 18,186 /2{,551
3 To commercial banks 18,548 17,816 16,371 13,972 13,974 | 14,242 14,931 15,518
To brokers and dealers involving— \ . | ) .
4 LU.S. Treasury securities. ......oona 2,220 2,655 I 2,568 1,713 2,430 ; 1, )2‘l 1, )(»g 1,778
5 Other securitics . 940 1,029 [ 542 . 488 ol 439 542 7:})
6 Toothers............ 770 986 | 768 ‘ 652 1,783 i 872 745 524
| |
7 OUICE, BPOSS oot ot e it e it aine e aannns 218,035 217,206 + 217,277 216,589 - 217,928 217,365 207,937+ 217,715
8 Commercial and industrial © 81,274 81,096 | 81,159 | 80, 735 . 81 275 | 81,198 81,450 | 81,098
9 Agricultural 4180 41771 4151 | 4,100 4,063 . 4,065 4,059 | 4,052
For purchasing or carrying securities: . i ‘ .
To brokers and dealers: . | 167 | - ! 210 s 186 H 181
10 U.S. Treasury securitice 165 159 [ X H 225 y
11 Other securities, ... oo, 3,464 3,372 ¢ 3,295 { 3,236 ! 3,461 3,397 3,563 3,291
To others: : i :
12 U.S. Treasury securities. . . 65 . 66 | 64 : 02 63 : 62 64 : 63
13 Other securit 2,151 2,139 i 2,138 - 2,144 2,156 ¢ 2,158 2,142 2,142
To nonbuank financi m\ll(ullons, . ! X
14 Personal and sales finance cos,, ete.... .. .. 4,840 ! [3';% ‘ 13,3(7% lg.f;‘]‘ | lg';;? 13._7’]]: | lg,?gz 18‘?%
15 Other.. 0 11,075 | N , 765 N H , 776 s , 085 \
16 Real estate. - 54,699 i 54,788 | 54,953 - 55,01 ‘ 55,011 55,195 55,374 55,423
'I' 9 o H
17 ()T)Lc:’lll‘llcl':lLi; 1,205 1,196 ° 1,172 1,239 1,324 1,231 1,224 1,188
18 Foreign. .o o..... 3248 | 3176 3,266 3.241 | 3,256 3,243 3286 3,199
1Y Consumer instalment 35,558 ' 35,514 35,425 35,500 35,509 35,438 35,507 35,511
20 Foreign governments, official institutions, ete. 1,417 1,463 | 1,447 1,428 1,44 1,427 1,410 1,398
21 All other loan 14,694 14,427 | 14,603 14,387 14,622 14,238 14,300 14,321
22 Lrss: l.ourl\ rese and unearned income on o1 6.910 | 6.923 6,906 6.953 6988 6.999
OIS v v e e v ee v it eeas i 6,89 , »,921 5,906 »,953 b, h,9¢
23 Other foans, net. ... i Y20l 144 ‘ 2100314 | 210.367 | 209,666 . 201,022 | 210,412 | 210,949 ' 210,716
Investments: : | ) .
24 ULS. Treastury seCurities. ... . veusvaneeennens 38,576 1 38,343 37,318 36,907 . 36,388 36,653 37,437 1 37,024
25 Bills.. ... o e 10,636 10,089 8,996 8,660 - 8,000 : 7,865 7,666 7,296
26 N({{“ldndlbonds by maturity: 6,535 6,482 6,527 6,547 6,887 6,912 7,042 7,148
{ ithin eir 3 N h, Dy b, b, sUd2 '
27 ]‘(’5)’6‘\}1'.\.... 18,433 18,611 18,619 18,469 18,156 1%,723 |9‘,(6§; “%*‘}3,2
28 After § years 2,972 ; 3,161 . 3,176 j s 3,345 3,14 3, 3,
29 Other securitics. 51,606 51,898 | 51,292 51,436 51,242 51,722 51,686 51,692
Obligations of States and political
subdivisions:
30 Tax warrants, short-term notes, and bills. . 5,046 5,397 5,147 5,174 5,169 5,559 5,367 5,311
31 All other, 34,260 34,227 34,112 34,133 33,999 34,147 34,158 34,269
Other bonds, corporate stocks, and
securities:
32 Certificates of participation2,............ 2,028 2,016 - 1,931 1,995 : 2,024 1,983 1,961 1,956
33 All other, including corporate stocks...... 10,272 10,258 10,102 10,134 10,050 10,033 10, 1200 10,156
34 Cashitems in process of collection. . ... ... ... 27,097 23,814 23,342 22,114 ! 24,362 20,466 23,627 25,8014
35 Reserves with F. R. Banks. 16,100 13,523, 15,202 15,797 ' 12,201 15,473 14,587 15,302
36 Currency u_nd coin... .. Cas . . 4,947 ,077 4,976 4,943 4,500 4,490 4,675 4,831
37 Balances with domestic banks,,............. 71,934 7,441 6,858 6,255 6,996 6,162 6,543 7,041
38 Investments in subsidiaries not consolidated.. , ... ' 1,295 1,303 | 1,319 1,323 - 1,332 1,369 | 348 1,338
39 Other as8elS . v oven i viiir e 33,828 33,482 ¢ 32 716 32,557 | 33 060 32,800 12 334 33,216
40 Total assets/total linhilities. .. .................. " 415,005 407,681 403,639 397,823 | 399,907 | 397,021 | 401,372 405,572
| .
Deposits: . | s
41 Demand deposits. . .... ... iii e 132,068 126,738 123,713 118,174 | 122,610 ; 115,919 ' 120,583 121,656
42 Individuals, partnerships, and corporations..' 102,503 100,396 97,488 94,186 ‘ 96,327 ' 92,489 | 94,995 95,406
43 States and polmcdl subdivisions. ... . 5,819 5,459 - 5,806 5,399 6,103 . 5,370 5,518 5,558
44 T R, 2,210 1,645 2,570 1,713 1 1,358 ¢ 1,124 1,712 1,530
L)omcslic bank: ; : :
45 Commercial ..o 15,122 13,632 12,353 11,740 ' 13,109 . 11,779 13,158 13,852
46 Mutual savings. ... i 454 404 | 414 361 432 370 396 389
Foreign: : .
47 Governments, official institutions, ete...... 365 260 288 278 - 283 i 234 214 244
48 Commercial Banks. . ......o.vnrs.. .. 1,451 1,345 1,281 1,313 1,244 1,393 1,257 1,319
49 Certified and ofticers’ (.hL(.kS .......... 4,144 3,597 3,513 3,184 3,754 3,160 3,333 3,358
50 Time and savings deposits? 189,550 188,398 188,230 : 188,135 187,835 188,679 188,345 188,329
51 lm{mduals partnerships, and corporations: ' 0.797 81,002 | §1.045 81107 81.490 81.482 81,709
Savings. ... 80,859 80, s ! , , ’ ’
52 Other 82,872 81,987 81,762 81,633 81,276 841,599 81,307 81,178
53 States and political subdivis e .. 18,172 18,289 18,371 18,474 18,700 18,863 18,872 18,876
54 Domestic interbank. . ... e 3,328 3,211 3,133 3,118 3,014 3,020 3,017 2,949
55 Foreign governments, oflicial institutions, etc. | 3,691 3,517 3,354 3,310 3,178 3,140 3,073 3,013
56 Federal funds purchased, eted................. . 49,127 48,396 47,104 46,760 44,411 47,630 47,683 50,667
57 B()}Er(Hvuégs {r()m: i | 20 o
R.Banks.................. | 0. 11 421 449 . 30 58 )
38 Others........... y 1,873 | 1,865 1,946 1,935 | 1,936 1,870 1,909 1,976
59 Other liabilities, etc.5... ..., . 12,779 1 12,545 12,530 12,558 l 13,092 - 12,872 12,980 13,126
60 Total equity capital and subordinated : . ’ .
notes/debentures®, ...l 29,608 | 29,728 29,695 29,812 | 29,993 29,993 29,852 . 29,818

L Includes securities purchased under agreements to resell.

2 Federal agencies only.
3 Includes U.S. Govt.
rately.

4 Includes securities sold under agrecements to repurchase,

and forcign bank deposits not shown sepa-

s Includes minority interest in consolidated subsidiaries and deferred
tax portion of reserves for loans.
¢ Includes reserves for securities and contingency portion of reserves

for loans.



1.30  LARGLE WEEKLY REPORTING COMMERCIAL BANKS

Millions of dollars, Wednesday figures

Weekly Reporting Banks

Balance Sheet Memoranda

A23

Account and bank group

Jan. 5
Total loans (gross) and investments, adjusted !
I Large banks, ... .oooioiiiiiii i | 402,211
2 New York City banks. . ... . . 91,269
3 Banks outside New York City 310,942
Total loans (gross), adjusted |
4 Targebanks. .. ... .. o i i e e i 291,420
5 New York City banks. 70,560
6 Banks outside New Ymk ( uy 220,760
Demand deposits, adjusted *
T Large banks 113,915 ¢
8 New York City banks. ... 26,276
9 Banks outside New York City. ., ......... 87,639
Large nq,otmhlu tune CI>s included in time and !
savings deposits?
Total:
10 Largebanks. . ... . o e 64,593 -
1t New York City o oo oot 22,264
12 Banks outside New York City . 42,329
Issued to 1PCs: ! i
13 Largebanks. ... ... e i 2,899 !
14 New York City Banks............ . 15,297
15 Ranks outside New York City.o ... i 27,602
Issued to others: !
16 Large banks . . 21,694 "
17 New York City banks .. ........ . el 6,967
18 Banks outside New York City, . ........... i 14,727
All other large time deposits#
Total:
19 Large banks. . ... i 26,108
20 New York City banks ... ... . 5,295
21 Banks outside New York City............. I 20,813
Issued to 1PC !
22 Large banky. . e .. 14,443
23 New York ¢ h( .. .. 3 ‘)‘)I
24 Banks outside l\cw Yurl\ Il) 452
Issucd to others:
25 Large banks. .. ... 11,665
26 New York City banks. . .......... . (,304
27 Banks outside New York City............. IO 361
Savings deposits, by ownership category .
Individuals and nonprofit organizations:
28  largebanks,.............. e 83,312
29 New York City banks. , ....... ... 9,293
30 Banks outside New York City. ............ 74,019 .
Partnerships and corporations for profit:$ !
31 Large banks. .. ... ... . . i 4,444
32 New York City banks, . ........ .. .. 455
33 Banks outside New York City. ... ....... | 3,989 |
Domestic governmental units: :
4 Largebanks, . ... ... . i i 3,150
35 New York City banks. .. . . . A7
36 Banks outside New York City. ... 11100 [ 2,833
All other:6
37 Large banks . ... ... e 102
38 New York City bunks . .. 84 |
39 Banks outside NLW York C Yoo | 18 -
Gross liabilities of banks to their foreigun :
branches | |
40  Largebanks., ... .. . e ‘ 4,503 ¢
41 New York City banks. ... .. 3,484
42 Banks outside New York City 1,019

Loans sold outright to selected institutions by all i
large banks
43 Commercial and industrial*........ .00 2,500
44  Realestate,

45 Arlothcr.................................* 1,184

Jan. 12

401,417
90,496
310,921

289,941
69,261
220,680

112,305
24,658
87,647

62,803
21,770
41033

41,656
15,120
26,536

21,147
6,650
14,497

25,955
57205

20,750 -

14,254

3,924

10,329
11,702

74,372

4,515
70

4,043

2,689
332

2,357

ol
58
23

4,595
3,570

1,025

2,518

216 ¢
1,186 .

Jan. 19

399,670
91,077

308,593 |

289,567

69,584

219,983 ¢

110,864

257410

62,500
22:016
40,484

41,538
15,331

85,448 !

| 26,207

20,962

6,685
14,277

25,922
5,197

14,151
3015
10,236

11,771
1,282

2(56
49

2, 107
[
. 72
I 25

20,725

10,489

97

1977
Jan, 20 |I Feb, 2
394,790 1 397,243
88,244 | 88,185 '
306,546 309,058
286,170 289,825
67,967 68,397
208,203« 221.428
106,354 109,046 5
23,777 250265
82,607 | 83,781
I
62,162 ' 61,739
22,052 221069
00010 39670
4101y 40,623
15,144 15,145
25,875 | 25,478 |
| :
20,0430 21,116
6,904 6.924
14,235 ;14,192
25,995 26, 101.
5,176 RIE
20,819 70 790
1
14,214 - 14,179
1,910 3,950
10, 304 10,229
1,780+ 11,900
1,266 ! 1,361
10,515 | 10,561
|
84,117« 84,240
9,431 9,436
74,684 74,804
4,621 l 4,634
486 490
4,135 4,144
2,552 2,542
351 | 303
2,201 2,139
104 | 99
79 79
25 20
i
| !
3,967 f3,221
2,906 2,270
1,061 951
: !
2,615 2,547
215 214
{167

1,165 |

Feb. 9

395,701
87,960

307,741

287,272
67,9006
219,366

107,987
25,437
82,550

62,148
227155

39,993

40,747
15170
251567

20,411
6,085 i

14,426

26,101
5289
20,812

14,239

34,600
9511
75,089
4,737
509
4,228
2,565

418
2,147

136 -

110
20

2,671
1,722
949

2,546
212

1,137

Feb. 16

398,226

89,145
309,091

288,646
68,678
219,968

106,505

24419

82,086

61,196
20,639
39)557

39,883
14,706
25,177

20,413
6,933
14,380

26,079
5,247

20,832

14,223

3,876
10,347

11,854
1,371
10 485

84,640
9,567
75,073

4,732
S5t5
4,217

2,607
442
2,165

15

78
27

3,036
2,009
1,027

2,554
I, 096

Feb, 23

396,634
88,338
308,276

IRT7 553
67,993
219.560

104,771
24,358
80,413

60,481
21,184
39,297

39,436

21,045
0,800
14,245

26,160
5,287
41) 873

0 367

11,9058
1,399
10,506

54,837
9,587
75,250

4,790
324

4, 266

2,608

439

2,169

83

59
24

d8at
2 ‘)10
"901

2,612
t, 118

{ Exclusive of loans and Federal funds transactions with domestic

commercial banks.

2 All demand deposits except U.S. Govt. and domestic commercial

banks, less cash items in process of collection.

3 Certificates of deposit (CD's) issued in denominations of $100,000 or

maore,

4 All other time deposits issued in denominations of $100,000 or more
)

(not included in large negotiable CD’s).

5 Other than commercial banks. L .
6 Domestic and foreign commercial bunks, and official international

()H,dlllldu()ll\

7To bank's own foreign branches, nonconsolidated nonbank af-
filiates of the bank, the bank’s holding company (if not a bank), and

nonconsolidated nonbank subsidiarics of the holding company.
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131 LARGE WEEKLY REPORTING COMMERCIAL BANKS Commercial and Industrial Loans
Millions of dollars
Outstanding Net change during - -
Industry group 1977 1976 1977
© Jan. 26 : Feb. 2 Feb. 9 } I'eb. 16 Feb. 23 Q3 Q4 Dec Jan , Feb.
Total loans classified®
r - ) -
[ Y 94,510 94,597 = 94,663 94,841 . 95,058 —641 4,048 1,543 ~2,081 . 548
Durable goods manufacturing: |
2 I’run.lr) metals. . ..o. ... 2,389 2.460 2,474 2,471 2,523 . —36 138 104 191 134
3 1,586 4,589 4,639 4,643 4,629 —417 41 . 38 —-70 | 43
4 1t 2,210 .+ 2,207 2,203 2,219 2,198 —252 —196 55 —22 | -12
5 Other ldbnuucd metal products. .. 1,698 i 1,733 1,747 1,764 1,779 —56 24 2 —13 ! 81
6 Other durable goods. .. ......... 3.107 ( 3,134 1 3,154 I 3,189 3,203 —109 —249 —114 II --138 96
Nondurable goods manufacturing: | , |
7 Food, liquor, and tobacco,...... 3.412 3,386 : 3,365 1 3,347 3,357 3 134 92 i - 100 —55
8  Textiles, apparel, and leather. . ... 3,117 3,119 3,209 3,199 3,240 178 —503 —258 ; 125 123
9 Petroleumrefining. . ... 2,639 2,538 2,513 2,526 2,514 217 . 121 134 4 125
10 Chemicals and rubber. .. ........ 2,545 2,538 . 2,522 2,547 2,570 41 KX} 20 =9 25
I Other nondurable goods. ... .. ... 1,899 1,871 | 1.882 i 1,914 1,941 —34 16 —306 1 42
|
12 Mining, including crude petroleum i .
and natural gas. . ............. : 7,408 7,349 7,370 7,441 7,416 229 354 | 74 130 11
Trade: : :
13 Commodity dealers. ............. 1,812 2.010 2,194 2,161 | 2,092 —212 377 | -5 -8 180
14 Other wholesale................. 6,208 6,286 6,320 6,297 6,331 189 227 49 49 | 123
15 Retail 6,101 6,144 6,197 6,193 6,158 19 -242 —593 22 57
16 Trunsporluli()n ................... 5,042 5,126 5,164 5,175 5,173 —496 1214 183 —262 131
17 Communicittion 1,411 1,503 1,486 1,6()4 1,595 —203 -131 —-36 51 184
18 Other pllhllL utilitics 5,613 5,659 5,576 5,699 5,697 — 526 —98 63 =6 | 84
19 Construction. « . vv e i e 3,861 3,895 3,905 3,908 3,924 —51 - 283 — 141 - 234 63
20 Services........ 10,798 10,857 10,828 10,792 : 10,832 —-174 150 18 ! 234 34
- I
21 All other domestic loan 7,504 ° 7,504 7,468 7,548 7,496 385 567 1o —394 --8
22 Bankers acceptances. ... ... 5,062 ° 4,543 4,373 4,203 1 4,388 i 629 3,286 1,372 —1,7712 — 674
23 Foreign commercial and industris i ! !
IoUns, oo 5,991 6,086 6,074 6,001 6,002 95 161 312 58 11
1 i 1
Memo: | ! :
24 Commercial paper included in '
total classified loansi. ... ... 376 e i 365 — 142 115 109 —80 . - 11
25 Total commercial and industrial . !
loans of all large weekly . : 1
reporting banks, . ... oL 114,422 114,771 | 114,840 115,025 | 115,339 | —391 4,098 1,475  --1,991 | 917
1 I
1976 | 1977 | 1976 t977
- e — - | ; —
' Qct. 27 : Nov. 24 [ Dec.29 | Jan. 26 Feb.23 Q3 Q4 Dec. Jan Feb.
“Term’’ loans classified 3
—_ . - S ; . - - -
26 Total. oottt 44,462 44,823 { 45,211 ( 45,291 | 45,735 | —545 . 439 388 80 444
Durable goods manufacturing: l ' I i
27 Primarymetals. . ..o e . 1,191 1,253 1,317 1,449 1,481 —27 - 103 - 64 132 32
28 Machinery............. . o 2,592 2,637 2,585 2,587 1 2,551 —354 --90 - 52 2 —-36
29 Transportation equipment........ 1,315 1,303 1,352 1,365 l 1,298 —124 —29 49 13 —67
30 Other fabricated metal products. .. 747 77 . 776 767 | 815 —43 20 -1 -9 48
31 Other durable goods. ............ 1,668 ; 1,655 | 1,624 1,549 - 1,585 -79 . —112 —31 - 75 36
Nondurable goods manufacturing: 1
32 Food, liquor, and tobacco....... 1,425 1,392 1,398 1,449 1,447 ; 37 6 51 --2
33 Textiles, apparel, and leather. .. .. 1,125 1,118 1,098 1,033 1,036 | 28 —46 ! —20 65 3
34  Petroleumrefining., . ... 1,931 1,864 1,971 1,925 1,901 : 201 63 107 —46 —24
35 Chemicals and rubber, . ... L. 1,486 1,449 1,444 1,456 1.522 --2 —20 —5 12 66
36 Other nondurable goods. . ....... 930 950 ‘ 955 . 975 987 . —51 20 5 20 12
i i
37 Mining, including crude petroleum . H |
and natural gas. ..o 5,514 5,517 . 5,683 5,793 5,761 122 341 166 110 —-32
Trade:
38 Commodity dealers 220 218 200 227 219 2 -9 —18 27 -8
39 Other wholesale 1,400 1,474 1,463 1,483 1,478 86 ! 69 —11 20 . 5
40 Retail 2,173 2,249 2,045 2,085 2,209 102 | —89 —204 40 124
41 Transportation. . 3,883 3,809 3,938 3,720 3,833 -303 i 4, 129 218 13
42 Communicalion. ., ..ovveuveonvn. 910 913 847 810 829 | —87 —56 —66 , -37 . 19
43 Other public utilities............ ... 3,523 3,549 | 3,664 3,762 . 3,869 —304 60 115 08 107
44 Construction 1,708 1,669 | 1,629 1,638 1,683 —48 —67 —40 9 45
45 Services.... ..., 4,886 5,151 4,998 5,212 5,216 —130 3l —153 214 4
46 All other domestic loans 2.447 2,567 2,600 2,383 . 2,352 69 181 33 —217 40
47 Joreign commercial and industrial ! H
oans.. ... e H 3,388 3,309 3,624 3.623 ¢ 3,663 365 | 102 315 --1 I| —-31
i : i

all outstanding loans granted under a formal agreement—revolving credit
or stundby—on which the original maturity of the commitment was in
excess of 1 year.

I Reported for the last Wednesday of cach month,
2 Includes ‘‘term’ loans, shown below.
3 Outstanding loans with an original maturity of more than 1 year and
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1.32 GROSS DEMAND DEPOSITS of Individuals, Partnerships, and Corporations
Billions of dollars; estimated daily-average balances
| All commercial banks
Type of holder : ] 1975 l 1976 1977
1972 1973 + 1974 1. I — I .
I Dec. Dec. Dec. | . ;
| i I Sept. I Dec. | Mar, [ June Scnt ! Dec. Jan
1 Allholders, IPC. . ..o 208.0 220.1 225.0 . 227.0  236.9 | 227.9 1 234.2 ‘ 236. 1 250,10 |........
2 Fmancial business .. ... ... . o oo 18.9 9.1 19.0 9.0 20.1 19.9 \ 20.3 9.7 223 L.,
3 Nontinancial business 109.9 , 116.2 118.8 118.7 | 125.1 116.9 21,2 122.6 130.2 |........
4 CONSUNMEN, .00 v oo aes 65.4 70.1 , 733 76.5 78.0 77.2 78.8 . 80.0 I 82.6 [........
5 FOTCign. ..ot e s 1.5 2.4 ! 2.3 2.2 2.4 2.4 2.5 2.3° 2.7 ..
6 Other.. .. ... s 12.3 12.4 1.7 10.6 1.3 1.4 11.4 ‘ 11.5 12.4 |........
! All weekly reporting banks
- - I . _
i , ’ | 1976 1977
| 1973 | 1974 1975 - . -
I Dec.  Dec. Dec,
: July ‘ Aug. I Sept.” Oct. Nov. Dec. Jan.»
7 Al holders, IPC. . ... 118.1  119.7 ¢ 124.4 122.5 , 112.9 ’ 121.4 | 123.8 l 124.3 128.5 127.4
8 Fittancial business.. ... iiiii o ns 14.9 ‘ 4.8+ 15.6 16.3 , 15.0 5.4 16.8 6.2 17.5 6.7
9 Nanfinancial busines 66.2 66.9 | 69.9 64.8°  61.4 6(» 6 68.4 68.7 69.7 :  69.5
10 Consumer 28.0 . 29.0 - 29.9 33.3 29.2 0.7 29.6 30.4 31.7 . 32.0
1L Fareign. .. oo 2.2 2.2 2.3 2.3 1.8 2,2 2.4 2.5 2.6 2.2
12 Other. e e e e 6.8 0.8 6.6 5.8 5.6 6.6 6.6 6.6 | 7.1 7.1

Notr.— Figures include cash items in process of collection. Estimates of
gross deposits are based on reports supplied by a sample of’ commercial

BuLLEriN, p. 466,

1.33  COMMERCIAL PAPER AND BANKERS ACCLPTANCES OUTSTANDING

Millions of dollars, end of period

banks. Types of depositors in cach category are described in the June 1971

1 1976 t977
to1Y74 1975 1976 | __ _ .
Instrument Dec. Dec. Dec. |
July i Aug, Sept. Oct. Nov. Dec. Jan.
I Commercial paper, all issuers. ................ 49,144 | 47,690 © 52,011 51,138 59,063 | 49,814 | 5],314 53,080 | §2,011 | 53,926
Financial companies:1 1
Dealer-placed paper:2 i ) ’
2 Total. .o e 4,611 6,239 7,294 ‘ 6,187 6,243 6,347 6,674 7,113 - 7,294 . 7,347
3 Bank-related........ ..o ool 1,814 1,762 1,930 ° 1,655 1,650 1,681 1,739 ° 1,860 ; 1,930 1,895
Directly-placed pape i
4 Total........ ..031,839 | 31,276 | 32,386 32,513 31,500 | 31,438 31,844 | 32,655 | 32,386 | 32,774
5 Bank-related. 6,518 6,892 5,928 5,936 ‘ 5,938 - 6,213 . 5,828 | 75,908 5,928 5,637
6 Nonfinancial companiest, .. ... ... ....... S 12,694 10,175 12,331 | 12,438 | 12,320 | 12,029 I 12,816 | 13,312 ! 12,331 | 13,805
7 Dollar nceeptances, total. .. ... ooviuiini.e. .. i 18,484 18,727 . 22,523 | 19,544 19,383 | 19,599 | 20,312 20,678 . 22,523 | 22,362
Held by: r |
8  Accepting banks....... ... ... ... .00 4,226 7,333 110,442 75,905 | 6,107 6,798 7,959 9,031 ' j0,442 8,183
9 Ownbills, ..o 3,685 5,899 0 8,769 5, 255 | 5,449 5,865 6,789 7,706 8,769 7,011
10 Rillsbought................ ... ..o 542 1,435 1,673 7650 658 933 1,170 | 1,325 1,673 1,172
F.R. Banks: i
11 OWNACCOUNL. oo v v vttt it 999 1,126 991 656 808 l 838 ! 337 188 I 991 191
12 Foreign correspondents .. . ..o vvenn. 1,109 293 375 447 442 . 417 . 387 34y 375 374
13 Others. oo e i e 12,150 | 9,975 13,447 | 12,968 ' 12,026 | 12,299 11,629 | 12,184 13,447 | 14,747
Bused on: | .
4 Tmports into United States. .. .............. . 4,023 3,726 4,992 4,611 4 530 4,498 | 4,737 | 4,667 4,992 4,992
15 Exports from United States. o 4,067 | 4,001 4,818 . 4,327 . 355 - 42() 4,715 | 4,628 | 4,818 5,137
16 Allother..........oviiiiiiiiiiiiinninn 10,394 | 11,000 12,713 10,606 lO L4908 | 10 680 10,860 | 11,383 2,713 | 12,233

! Institutions engaged primarily in activities such as, but not limited to,
commercial, savings, and mortgage banking; sales, pu‘son.t] and mortgage
ﬁnanung,Mct()rmg finance leasing, and other business lending ; insurance

underwriting; and other investment activities.

2 Includes all financial company paper sold by dealers in the open

market.

4 As reported by financial companies that place their paper directly

with investors,

4 Includes public utilities and firms engaged primarily in activities such
as communications, construction, manufacturing, mining, wholesate and
retail trade, transportation, and services,
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1.34 PRIML RATE CHARGIED BY BANKS on Short-term Business Loans
Per cent per annum
Eftective date i Rate i Liffective dawe Rate Month Average rate
1975—Jan. 9., . ceiieninnnn 10% . 1975- Aug. 12,000 T4% 1975 Augeoo oo 7.66
15, i i i e 10 Sept 7.88
200 i 934 T T P 8 7.96
28,0, [ E1%) 7.53
! Ocl. 27 .. 0viiiiiiinann. 7% 7.26
Leb, 94 |
9 Nov. 5., 7% 1976— Ji 7.00
8% te 6.75
8v5 Dee. 2.0 1% 6.75
. 6.75
Mar. 84 1 1976-—Jan. 7 6.75
8 | 6% 7.20
7Y 7.23
Ty June Lo 7 7°m
I . e 7Y 7.00
May 20......00ieenennnen TV4 X 6.78
: Auge 2. i . 7 6.50
June GLLa 7 . | 6.35
i Oct. 4.0, ! 6%
July 18, it 7Y% ! [ 6.25
2B e % - Nov., b.ooo.iioiiniiinn, 6% Febo.o.oooo oo, 6.25
: |STION | | ou
1.35 INTEREST RATES CHARGED BY BANKS on Business Loans
Per cent per annum
| Size of loan (in thousands of doflars)
All sizes : I — e I o
Center | II 1-9 10-99 100499 500-999 1,000 and over
1976 1976 1976 1976 1976 i 1976 ' 1976 1976 1976 1976 i 1976 1976
Nov. Aug, Nov. Auyg. Nov. Aug. . Nov. ; Aug, Nov. | Aug. Nov. | Aug.
U — R S, : — e L R —
Short-term rates
, i e e - — s e L ——
1 Al 35 centers, ......oovn 7.28 7.80 ' g.83 9.06 8.18 §.58 7.66 ;. 7.99 7.31 7.84 7.02: 7.6l
2 New York City..ooounes | 6.88 7.48 8.56 I 8.85 7.94 . 8.40 7.43 | 7.91 7.24 7.77 6.74 7.36
3 7 Other Northeast. ... .. 7.62 §.18 9.22 . Y.41 8.34 ° 8.84  7.88 | 8.25 7.49 8.6 7.34; 7.98
4 8 North Central......... 7.28 7.70 8§.45 1 8.65 8,12 8.50 7.69 7.85 7.36 7.7 7.03 7.55
5 7 S8outheast............. 7.51 7.95 9.13 1 9.33 8.48 8.76 7.71 §.00 7.04 7.85 : 7.07 7.54
6 8 Southwest............. 7.33 7.75 8.51 8.83 7.82 8.24 7.39 7.80 7.21 7.6l | 7.12 7.55
7T 4 WestCoastovnnnnienns 7.52 8.15 - 8.6Y 9.26 | 8.40 8.7y - 7.88, 8.28 ‘ 7.44 8.06 ¢ 7.34 8.05
' A ! ) |
Revolving credit rates
8 Al 35 cemters............. i 719 1871 8.37 l 8.70 i 8.14 | . 8.33 | 7.60 | 8.02 } 7411 7.8 712 7.88
9 New York City.... ©78 84| 7230 725 | 7.86| 8260 721 7700 697 1.56° 7.19| 819
10 7 Other Northeas! 6.92 7.59 8.15 8.00 8.20 8.22 ! 7.26 7.67 7.75 - 8.36 6.75 7.47
11 8 North Central, 7.54 7.96 8.52 ' 8.94 8.95 9.03 | 8.05 8.50 7.88 ! 7.74 7.39 7.90
12 7 Southeast..... Jd 7,05 7.48 8.3l  8.75 8.09 8.40 7.56 1 8.16 6.77 ... ... 6.83 7.13
13 8 Southwest............. i 7.45 7.81 1 8.19 8.74 7.96 8.09 7.74 1 8.20, 7.24: 7.47 7.39 7.80
14 4 WestCoasto.vveninn... [E | 7.73 | 8.77 9.10 7.85 8.08 7.58 0 7.95 1 7.45 | 7.91 7.01 7.68
S —— ' I — - —
I
Long-term rates
15 AN 35 centers............. 7.48 8.45 9.39 | 9.61 8.88 9.02 8.14  8.5§ 8.13 ‘ 8.60; 7.24 8.40
i
16 New York City,......... 7.36 8.52: 7.19 (.ol 8.55 8.27 7.93 8.05 8.06 | 8.44 ' 7.26 8.56
I7 7 Other Northeast | 6.64 8.62 °  9.,22 9.40 8.84 9.43 7.95 " 8.93 7.92 7.50 5.73 §.70
18 8 North Central.........: 7.66 * 8,05 9.20 8.83 9.03 9.07 8.35 8.26 8.99 | 8.36 ‘ 7.32 ) 7.92
19 7 Southeast,......... . 7.59 8.88 ° 9,87 | 9.60 9.35 9.08 7.93 | 9.88 4,00 ! 8.18 7.79 8.06
20 8 Southwest............. 7.73 ,  8.42, 10.54 10.85 9.05 9.04 8.28 ; 8.23 8.44 8.69 | 7.20"' 8.30
21 4 WestCoasto.ooy v, i B804 867! 8.70 9.28 8.54 8.58 8.31 °  8.81 7.78 10.00 " 8.03 | 8.46
' 1

NotE.—Weighted-average rates based on sample of loans made during

first 7 days of the survey month.



1.36 INTERLST RATES Moncy and Capital Markets

1\\’01‘2![:’,05, ner cent per annum

Securities Markets A27

Instrument 1974 l 1975
Prime commercial paper!

I 90toI9day.. o v 10.05 0.26

2 detoG-month.o.o. oo .87 6.33

3 Finance company paper, dicectly placed, 3- to 6- 1

MonthZ. . oo e 8.62 | 6.16

4 Prime bankers acceptances, 90-day3. ... ... v.92 i 6. 30

S Federal funds®. ... ... o i 10.51 5.82

Large negotiable certificates of deposit '

6 3-month, sccondary marketS. ... 10.27 6.43

7 3- mnmh primary marketO, o .o e e

8 Luro-dolar deposits, 3-month?, . ................ 10.96 6.97

LS. Govt. securities
Bills:# .
Market yields:

9 3-month... 7.84 | 5.80
10 6-month. .. 7.95 6.11
11 I-year. .. 7.71 6.30

Rates on new issue:
12 Jmonthe ..o 7.886 | 5.838
13 o-month.......oo o 7.926 | 6.122
Notes and bonds maturing in—9
14 Qro12months, ... .. ... ool 8.25 6.70
15 BHO S YCHTS ..o e 7.81 7.55
Constant maturitjes: 10

16 1-year 6.76
17 B Y S IR T T T LR
18 A-ycar,, 7.49
19 5-year 7.77

Government notes and bonds
uU.s &
20 7.71 7.90
21 7.56 7.99
22 i 8.05 8.19
23 I om, -term ¢ 6.99 6.Y8
State and local: i
Moody's series:
24 5.89 6.42
25 . 6.51 7.62
26 lhm(l Iiu,wr s¢ 6.17 7.05
Corporate honds
Scasoned issues |}
27 Allindustries. . ... 9.03 .57
By rating groups: .
28 8.57 8.83
29 8.84 9.17
30 9.20 9.65
31 9.50 | 10.61
Aaa utility bonds: 14
32 New issue 9.33 9.40
33 Recently offered issues . ... 9,34 9.41
Common stocks
Dividend price ratio:
kL) Preferred stocks. ..o . 8.23 8.38
35 Common Stocks, ..o i e I 4.47 4.31

|
1976 1977 ' 1977, week ending

1976 | .

| .
Nov. Dec. Jan. Veb, | Feb. 5 teb. 12] Feb, 19 1eb. 26

i

Money market rates
5.24 4.98 - 4.66 | 4.72 4.76 1 480 | 4.75 4.75 4.75
5.35 5.05 4.70 | 4.74 4.82 + 4.88 4.80 " 4.78 4.84
H i :

5.22 { 4.92 . 4.56 1 4.64 4.75 4.75 4.75 4.75 4.75
5.19 4.90 | 4.62 | 4.81 4.83 ° 4.90 | 4.82 4.78 4.84
5.05 4,95 4.65 4.0l 4.68 4.60 | 4.66 | 4.70 ; 4.74
5.26 5.00 | 4.67 4.82 4.65 4.91 - 4.75 4.78 4.82
5.15 4.95 | 4.54  4.08 4.69 4.75 4.75 4.63 4.63
5.57 5.29 5.01 S.14 5.08 4.85 4.87 4.85 4.83
4.98 | 4.75 .35 4.62 . 4.67 4.71 4.62 4.63 1 4.71
5.26 | 4.88 | 4.51 4.8 4.90 1 4,99 . 4,85 4.84 4.94
5.52 5.00 ° 4.04 5.00 5.16 5.24 5.1 5.08 5.22
4.980 " 4,810 4.354 | 4,597 * 4.662 | 4.720 | 4.625 | 4.633 | 4.608
5.266 1 4.944 | 4.513 | 4.783 | 4.896  5.008 | 4.840 | 4.862 | 4.872
5.84 1 5.29 4.92 "' 5.34 5.50 5.62 5.46 5.43 5.52
6.94 6.35) 5.96° 6.4 0.69 6.78 6.64 6.060 0.76
S.88 5.29 4.89 5.29 5.47 5.57 5.40 5.37 5.54
6.31 5.81 5.38 5.90 6.0 6.18 6.03 6.03 . 6.14
6.77 X 6.091 5.68 : 6.22 6.44 6.54 0 6.39 6.35 | 6.51
7.18 .52 6.10 ;] 6.58 0.83 6.88 6.75 6. 95

73 6.
i AR |

Capital market rates

7.43 6.86 6.37 6.92 7.16 7.17 7.12 7.13 ‘ 7.24
7.61 7.29 6.87 7.21 7.39 . 7.40 7.35 7.35 7.47
7.86 7.64 7.30 7.48 7.64 © 7.63 7.60 T.61 0 7.71
6.78 6.62 6.39 6.068 7.15 7.15 7.12 7.12 7.18
5.606 §.27 ' 5.07 5.10 517 5.17 5.17 5.15 5.20
7.49 7.16 6.73 6.58 6.50 6.55 6.50 6.47 6.47
6.64 6.29 §.94 5.87 5.89 5.9} 5.806 5.83 5.92
|
9.0l 8.66 8.47 8.41 i 8.48 8.47 , 8.46 8.48 ° 8.5l
: ) ; |
8.43 8.25 7.98 7.96 8.04 8.03 8.01 8.04 8.08
8.75 8.46 8.24 8.106 8.26 8.24 8.26 8.27 8.28
9.09 8.6Y 8.53 §.45 | 8.49 8.49 8.49 8.49 3.50
09.75 9,23 9.12 9.08 9. 12 9.13 9.09 9.11 9.16
8.48 8.17 7.94 8.08 ! 8.22 815 |....... 8. 18 8.28
8.49 8.18 7.93 8.00 7 8.19 R8.14 8.12 8.17 8.26
|
7.97 7.80 7.70 7.54 "' 7.55 7.58 7.62 7.49 7.50
3.77 4.04 3.99 3199 4211 4,10 4.20 4.18 4.35

I Averages of the most representative daily offering rate quoted by
dealers,

2 Averages of the most representative daily offering rates published by
finance con'panies for varying maturities in this range.

3 Beginning Aug. 15, 1974, the rate is the average of the m(dpou\\ of
the range of daily (\_L-ll(.r clnsmg rates nl]urul tor domestic issues; prior
data are averages of the most representative daily offering rate quoted by
dealers.,

4 Weekly figures are 7-day averages of dui]y effective rates for the week
ending Wednesday; the daily effective rate is an average of the rates on
a given day wcighted by the volume of transactions at these rates.

5 Averages of the daily midpoints as determined from the range of

offering rates in the secondary market,

6 Posted rates, which are the annual interest rates most often quoted
on new offerings of negotiable CD’s in denominations of $100,000 or
more, Rates prior to 1976 not available. Weekly figures are for Wednes-
day dates,

7 Averages of daily guotations for the week ending Wednesdity.

4 Except for new bill issues, yields are computed from daily closing
bid prices. Yields for all bills are quoted on a bank-discount basis,

9 Unweighted averages for all outstanding notes and bonds maturity
ranges shown, based on daily closing bid prices, “I. ong- -term” includes
all bouds neither due nor callable in less than 10 I3

10 Yields on the mare actively traded issues ddjllﬁth(‘ to constant
maturities by the U.S, ‘Treasury, based on daily closing bid prices.

11 GGeneral obligations only, based on figures for Thursday, from
Moody’s Investors Service,

12 Twenty issues of mixed quality.

13 Averages of daily figures from Moody's Investors Service,

14 Compilation of the Board of Governors of the Federal Reserve
System.

Issues included are long-term (20 years or more), New-issue yields are
based on quotations on date of oftering; those on recently offered issues
(included only for first 4 weeks after termination of underwriter price
restrictions), on Friday close-of-business quotations.
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1.37 STOCK MARKLT Sclected Statistics

7

Indicator 1974 1975
Common stock prices
I New York Stock EFxchange (Dec.31,1965:- 50). 43.84 45.73
2 Industrial 48.08 51.88
3 Transportation. ... 31,89 30.73
4 Utility. ..o e 29.82 31.45
5 Finance. ... e 49.67 46.62
6 Standard and Poor's Corporation (1941-43 — 10). 82,85 85.17 1
7 American Stock Exchange (Aug. 31,1973 — 100).  79.97 i 83.15 | 1
Volime of (rading (thousands of shares)? i
New York Stock Exchange. ... 18,568 ' 2
9 American Stock Exchange......oovovvienn 2,150

10 Regulated margin credit at brokers/dealers

Margin-account debt at brokers (percentage distribution, end of period)

andbanks3. . ... ... L 4,836 6,500
11 Brokers, total, ..o o e e 7,980 5,540
12 Marginstock4, .. ... oo oo 3,840 5,390
13 Convertible bonds............ oo 137 147
14 Subseription issues. oo oo 31 3
IS5 Banks,total .. 0 o s 856 960
16 Margin Stocks. . oo i s 815 909 |
17 Convertible bonds. ... oo 30 36 |
18 SubSCription issues. oo i | 8 15
19 Unrepulated nonmargin stock credit at bankss 2,064 2,281
Mrimo: Free credit balances at brokers®
20 Margin-aCCounl e, oo v i e e cenanans 410 475
21 Cash-aCCoUnt, o e et e n s 1,425 1,525
22 Total. ..o 100.0 100.0

By equity class (in per cent):?
23 Underd0................... ... 45.4 25.0
24 4049, .. s 23.0 28.8
25 S0-50.. ... e 13.9 22.3
26 60-09... . e, 8.8 11.6 -
2 T0-79... .. 4.6 6.9
28 BOOr mMOTe.......coviiiiiiiiir 4.3 5.3
Mar,

29 MUTEIN S10CKS . o v vvsen ettt rnniniraneses ’ 70 |
30 Convertible bonds. . . 50 :
I Shortsales. .o i i 70

! Customer linancing {end-of-period balances, in millions ot dollars)

Margin requirementss (per cent of market value) elfective-—

11, 1968 | June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan, 3, 1974

1976 ; 1977
1976 o o T |
Aug. Sept. Oct, Nov, Dec. | Jan. Feb.
Prices and trading {(averages of daily figures)

: |
54.45 55.06 56.30 - 54.43 54,17 56.34 56.28 : 54.93
6(). 44 61.09 62.34 60,07 59.45 61.54 061.26 59.65
39.57 © 40.63 40.36 38.37 ' 19.28 41.77 41.93 40.59
36.97 37.56 38.77 38.33 -+ 3B.85 40.61 41,13 40, 86
52.94 54.22 54.51 52.74 £3.25 57.45 57.86 55.65
02,01 103.29 105.45 : 101.89 101.19 104.66 103.81 100.96
01.63 102.79 ! 102.92 ‘ 98.99 99.20  104.06 | 111.04 112,17

| .

1,189 15,758 18,892 | 17,397 . 19,370 : 23,621 | 23,562 19,310
2,565 1,605 1,902 | 1,700 2,211, 3,095 3,268 2,830

9,001 8,683 8,566, 8,772 8,620 18,995
8,166 7,622 7,707 7,704 7,790 8,166
7,960 7,450  7.530 1 7,530 7.610  7.960

204 167 174 168 178 204

2 5 3 6 2 2

835 ;1,061 859 1,668 839 T829 vl

790 | 1,008 813 1,019 . 790 r29 |

3l 34 32 34 | 35 2

14 - 19 14 15 | 14 14
3,785 2,368 2,830 2,774‘ 3,350 | 3,784

| :

545 555 . 555 611 © 615 585 645 ........

1.855 1,605 - 1,710 1,580 1,740 1,855 1,930 ........

100. 0 100.0 100,

100.0 0 100.0 100. 0 100.0 ........
13.0 18,2 12,2, 15.0 14.0 13.0 15.0
22.0 33.9 29.9 . 34,0 32.0 22.0 23.0
35.0 22,7 29.6 25.6 . 27.0 35.0 35.0
15,00 12,7 . 14,1 2.7 13.0 15.0 13.0
8.7 6.9, 8.0 7.2 8.0 I 8.7 8.0
6.0 5.7 6.3 5.7 : 6.0 ! 6.0

80 65 55 65 : 50
60 50 50 50 ! 50
80 65 55 63 50

t Effective July 1976 includes a new financial group, banks and in-
surance companles, With this change the index includes 400 industrial
stocks (formerly 425), 20 transportation (formerly 15 rail), 40 public
utility (formerly 60), and 40 financial,

2 Based on trading for a S¥;-hour day.

3 Margin credit includes all credit extended to purchase or carry
stocks or related equity instruments and secured at least in part by stock.
Credit extended by brokers is end-of-month duta for member firms of
the New York Stock Exchange; June data for banks are universe totals;
all other data for banks are estimates for all commercial banks based on
data from a sample of reporting banks.

In addition to assigning a current loan value to margin stock generally,
Regulations T and U permit special loan values for convertible bonds
and stock acquired through exercise of subscription rights,

4 A distribution of this total by equity class is shown below.

5 Nonmargin stocks are those not listed on 4 national securities ex-
change and not included on the Federal Reserve System’s list of over-the-

counter margin stocks. At banks, loans to purchase or carry nonmargin
stocks are unregulated ; at brokers, such stocks have no loan value.

6 Free credit balances are in accounts with no unfulfilled commitments
to the brokers and are subject to withdrawal by customers on demand.

7 Each customer's equity in his collateral (market value of collateral
les]s net debit balance) is expressed as a percentage of current collateral
values,

3 Regulations G, T, and U, prescribed in accordance with the Securities
Exchange Act of 1934, limit the amount of credit to purchase and carry
margin stocks that may be extended on securities as collateral by pre-
scribing a maximum loan value, which is a specified percentage of the
market value of the collateral at the time the credit is extended. Margin
requirements are the difference between the market value (100 per cent)
and the maximum loan value. The term *‘margin stocks' is defined in
the corresponding regulation.

Regulation G and special margin requirements for bonds convertible
ilr’;té)ﬂstocks were adopted by the Bourd of Governors effective Mar., 11,
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1.38 SAVINGS INSTITUTIONS Sclected Asscts and Liabilitics
Millions of dollars, end of period
. ! | |
| 1976 1977
1974 ! 1975 1976 - e - e
Account \ May June July Aug, | Sept. Qct., | Nov. Dec. Jan,
Savings and loan associations
1 ASSOtS. o v eeer i 295,545 338,233 :191 999 362 861 366,425 171 770 (376,188 379 747 1385,013 (389,173 391 999 398,216
2 MOTEAZES -« vvvvvveean 249,301 278,590 323,130 294,492 1299,296 3()3,527 307,766 ,3!1.847 315,742 (319,273 !323,!30 326,056
3 Cash and investment :
securities! ... 23,251 | 30,853 35,660 | 36,938 | 35,258 | 35,968 : 35,815 1 35,209 | 36,442 | 36,605 35,660 . 38,223
4 Other. . oo 22,993 | 28,790 33,209 [ 31,431 © 31,871 | 32,275 | 32,607 | 32,691 | 32,829 [ 33,295 33,209 | 33,937
5 Liabilities and net worth. . . .. 295,545 1338,233 391,999 |362,861 366,425.371,770 |376,188 (379,747 385,013 i389.173 391,999 398,216
6 Savings capital, 242,974 285,743 336.030 307,884 312,904 316,072 |318.227 |323,800 327,252 "329,833 336,030 |341.093
T Borrowed money 24,780 20,634 19,087 | 17,595 18,173 - 18,360 | 18,856 | 19,083 18,810 " 18,715 19,087 | 18,423
8 IF'HLBB....... 21,508 17,524 15,708 | 14,898 15,016 | 15,139 | 15,495 | 15,832 15,636 15,571 15,708 | 14,999
9 Other...ovvveevii... 3,272 3,110 3,379 | 2,697« 3,187 3,221 3,361 3,251 3,174 3,144 © 3,379 3.424
10 Loans in process. . ......... 3.244 5,128 6.836 6,089 6,397 6,572 6,628 6,688 6,735 6,753 6,836 6,725
11 Other, oo oo 6,105 6, "949 8,015 10,592 8,176 9,756 | 11,197 . 8,779 10,531 | 1, ‘)18 8,015 9,727
12 Networth2, .ooovnevnnnn.s 18,442 | 19,779 22,031 20.702 20,775 ! 21,010 , 21,280 | 21,398 | 21,685 | 21,954 " 22,031 | 22,248
MrmMo: ! ' 1 ’ ' H
13 Mortgage loan commitments | 0 | I
outstanding 3. ... ..... 7,454 - 10,673 | 14,828 ) 16,590 16,610 l 16,301 15,773 | 15,449 | 15,319 | 15 467 14,828 ‘ 15,022
Mutual savings banks
(4 ASSRIS . o veene e s 109,550 121,056 [oooes 127,470 128,436 129,826 |130\571 131,413 132,455 ]133.361 ................
Loans: : Il !
15 Mortgage. .............. 74,891 , 77,221 ........ 78,286 | 78,803 1 79,398 79,781 : 80,145 ' 80,543 l 80,884 [........]........
16 Other. 3,812 4,023 ......... 5,103 5,137 ! 5,341 5,210 5,478 5,549 : 5,801 |........[........
; 2,555 4,740 5,635 5,640 ! 5,733 5,851 5,796 5,836
state and local government. 930 | 1,545 2,337 2,376 | 2,339 | 2,359 2,429 | 2,466
19 Corporate and otherd, .. 22,550 | 27,992 31,493 32,028 ! 32,319 | 32,432 32,793 | 33,074
20 Cash.o.oovoivnieiii 2,167 - 2,330 1,558 1,538 1,552 | 1,581 1,695 | 1,668
21 Otherassets. ... 2,645 3,205 : 3,470 3,505 . 3,576 3.567 3,649 3,632
22 liabilities............oo... 109,550 121,056 I . 127,470 128,436 129,826 1130,571 131,413 132,455 (133,361 ........ ........
23 DepOsitS e enerererer e 98,701 109,873 1........ 115,521 116,876 117,883 118,225 119,590 {120,360 120,971 {........ [P
24 Regular:$ ] 982221 (109,291 Lol 114,761 115,985 116,895 117,203 (118,510 |119,346 |120,125 [« ......|........
25 Ordinar; 64.286 | 69,653 ........ 72, 156 72,763 73,223 72,872 | 73,484 | 73,610 | 73,857 |........ |
26 Time and other 33.935 ] 39,639 ........ 42,605 43,223 43,662 44,331 * 45,027 | 45,736 | 46,268 |........ [
27 Other.veeeneaii, 480 582 ..., | 760 890 988 1,022 1,080 1,014 846 ... .. ) vl
28 Other liabilities. ........... 2,888 2,755 ........ I 3,296 | 2,841 3,160, 3,490 2,898 | 3,140 ' 3,376 |......on|viinn.
29 General reserve accounts,...| 7,961 I| 8,428 ... | 8,654 | 8,719 8,781 1 8,855 8,925 8,955 : 9 SOLS
MiMo: : ! ) . |
30 Mortgage loan commitments | ! ) !
outstanding 6,......... 2,040 ' 1,803 ........ '2,426 2,402 2,433 2,459 2,671 1 2,548 2,553 [ o
Life insurance companies
- —— e me - R
31 ASSOES . ot 263,349 1289,304 320,555 301 754 ‘304,728 307,005 (309,295 I312,044 313,960 {316,505 |320,555 b
Securities: ! 1 !
32 Government. 10,900 | 13,758 * 17,270 15,975 1 15,947 | 16,672 | 16,902 16,862 | 17,329 17,565 { 17,270 |........
33 United Sl.nt. 372 .736 - 5,156 5,141 | 4 1863 5,150 5,922 5,150 i 5,448 5,606
34 State and local. 3.667 4.508 5,551 5,146 ! , 196 5,263 5,324 5,364 5,446 i 5,467
35 Foreignd,............. 3,861 4.514 . 6,563 5,688 : 5v8H8 © 6,259 6,286 1 6,348 6,435 6,492
36 BUSIHESS o v eeeeresanneenn 119,637 135,317 157,625 ll4,4.‘)(i 147,193 148,617 |150,303 1452,125 153,298 154,502
37 Bonds..oooverrennnnn 97,717 (107,256 123,149 113,087 114,583 116,101 [117.806 ‘118,706 |120,358 121,659
8 StockS. ool 21,920 | 28,061 ~ 34,476 31,409 ; 32,610 32,516 I 32,497 | 33,419 | 32,940 | 32,843
39 MOSIEAGES o o vnnnnnnnnns " 86,234 | 89,167 91,581 89,529 ' 89,691 i 89,753 89.89( | 90,217 | 90,323 | 90,808
40 Real estate. 8,330 9,621 10,526 9,909 | 10,004 | 10,050 10,146 | 10,175 | 10,285 | 10,310
41 Policy loans. .............. 22,862 - 24,467 25,849 24,978 | 25,142 ! 25,257 25,383 | 25,505 | 25,607 | 25,710
42 Other assets. ... oov.. 15,385 16,971 17,704 . 16,867 | 16,751 - 16,656 16.670 | 17,160 ' 17,118 | 17,610
Credit unions
- e e — ° - = — _, i - -
43 Total 1<sets,|mblhllcs and .
capital. 31,948 | 38,037 | 44,897 | 41,025 41,884 41,729 42,266 | 43,079 | 43,415 | 44,204 | 44,897 | 45,618
44  Federal.......... ol 16,715 | 20,209 | 24,164 | 21,930 | 22,520 , 22,385 22,698 | 23,198 | 23,283 | 23,763 | 24,164 | 24,606
45  State. ..., 15,233 | 17,828 | 20,733 | 19,095 | 19,364 ; 19,344 19,658 | 19,881 | 20,132 : 20,441 20,733 . 21,012
46 Loans ontstanding . ... .. .. .. 24,432 | 28,169 | 34,033 | 30,115 | 31,089 31,555 32,300 33,093 | 33,275 | 33,365 | 34,033 | 34,517
47  I‘ederal 12,730 | 14,869 | 18,022 | 15,855 : 16,421 ; 16,614 17,065 17,458 | 17,522 | 17,592 ° 18,002 | 18,264
48  State...... 16,702 | 13,300 | 16,011 | 14,260 | 14,668 { 14,941 * 15,235 15,635 | 15,753 | 15,773 16,011 ' 16,253
49 SAVINES . oo v 27,518 | 33,013 | 39,264 | 35,894 | 36,675 | 36,615 36,752 37,436 | 37,854 | 38,650 | 319,264 | 39,664
50  Federal (shares). ......... 14,370 | 17,530 | 21,149 | 19,211 | 19,696 | 19,663 19,783 20,167 ; 20,358 | 20,805 | 21,149 | 21,357
51 State (shures and deposits).| 13,148 | 15,483 | 18,115 | 16,683 | 16,979 16,952 16,969 17,269 | 17,496 | 17,845 [ 18,115 ' 18,307
I'or notes see bottom ot page A30.
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1.39 FEDLRAL FISCAL AND FINANCING OPERATIONS
Millions of dollars
Fiscal year Calendar year
Transition _
quarter
Type of account or aperation (July- 1975 1976 1977
1975 1976 Sept. . .
1976) |
H2 HI I 12 Nov. Dec. Jan.
. el e S R L
.S, Budget ; .
1 RECCIPLS. oo vt 280,997 300,005 81,773 139,455 | 7160,552 © 157,961 25,698 29,472 - 29,977
2 Qutlays 1,2, 326,105 366,406 94,746 ’185 ,097 181,369 © 193,719 33,083 31,891 32,640
3 Swrplux, or defic . ——47, 108 66,461 ' —12,973 - 45 ()47 *—20,816 [ - 35,758 —7,385 —2,419 2.664
4 Trust funds. ... e 7,419 2,409 ¢ - 1,952 30925 5,503 - 4,621 328 1,737 2.344
N Federal funds 3., .. ..o --52,526 | —068 870 - 11, 021 - - 42,5(7 —26,320 [ 31,137 -7,713 | —4,156 321
Off-budget entities surplus, or |
deficit (
6 Federal Financing Bank outlays - 6,389 5,918 --2,575 —2,693 --3,222 5,176 - 301 -1,598 1,009
7 Otherid, . .o 1,652 1,355 i 793 S-236 0 - 1,119 3,869 303 48 1,831
U.S. Budget plus ofl-budget, in- ' ) !
cluding federal Financing Bank i : !
8 Swrplux, or deficit (). oo - 53,149 73,730 — 14,755 |"- 48,570 |7- 25,158 | 37,125 | —7,991 -3,969 1 -3,554
Financed by H ! '
9 Horrowing from the public 2, , .. 50,867 82,922 18,027 49,361 733,561 35.457 | 6,738 6,306 7 3,157
10 Cash and monetary assets (de-
crease, or increase (<)), .. .. - 320 --7,796 —2,899 2,046 | 7~ 7,909 2,153 4,308 —3,527 . 1,583
I Other 5.0 oo 2,602 —1,390 +-373 1,256 v 495 —485 3,055 1,189 ° 3,980
MiMO:
12 Treasury operating balance {level, end
of period) 7,591 14,836 . 17,418 8,452 14,836 1,670 N.657 11,670 12,088
13 F.R. Banks... 5,773 11,975 13,299 7,286 11,975 1(),_!‘)1 6,766 10,393 © 11,397
14 Tax and loan account N 1,475 2,854 4,119 1,159 2,854 1,277 1.891 1,277 1,292
15 Other demand accounts ¢, ... ., . 343 | Tlooveiiss . 7 S P
|

accounts; seignorage; increment on gold;
viluation adjustment ; conversion of
accounts to an accrual basis,

6 pixcludes the gold batance but includes (I(,[‘)()\ll\ in certain commercial
depositories that have been converted from a time deposit to a demand
deposit basis to permit greater {lexibility in Treasury cash management,

* Qutlay totals reflect the reclassification of the Export-lmport Bank
from oft-budget status to unified budget status.
2 Export-lmport Bank certificates ol beneficial interest (eftective July
1975) and loans to Pefeo are treated as debt rather than asset sales.
I Hall ycars mkuldlcd as a residual ol total surplus;ideticit and trust

net gainfloss for U.S. currency
interest receipts ot Government

vice bund, Rural
I'elephone Bank,

4 Includes Iknsu)n Benelit Guaranty Corp., Postal Sel
Electritication and ‘lTelephone Revolving luml, Rural
and Housing for the Flderly or Handicapped Fund,

51 Public debt acerued interest payable to the public; deposit
miscellancous liability (including checks outstanding) and asset

Sourcr, --“Monthly Treasury Statement of Receipts and Outlays of
the U.S, (yovcrnlm.nv Treasury Bulleting and U.S. Budget, Fiscal Year
1978, p

funds;

NOTES TO TABLE 1,38

1 Stock of llu. Federal Home Loan Bank Board (FHLBB) is included Even when revised, data for current and preceding year are subject to

in ‘‘other assets.’

2 Includes net undistributed income, which is accrued by most, but not
all, associations.

4 Excludes figures for loans in process, which are shown as a Hability.

4 Includes securitics of foreign governments and international organiza-
tions and nonguaranteed issues of U.S. Govt, agencies.

5 Excludes checking, club, and school accounts.

6 Commitments ou(st.mdmg (including loans in process) of banks in
New York State as reported to the Savings Banks Assn, of the State of
New York.

7 Direct and guaranteed obligations. Excludes Federal agency issues
not puaranteed, which are shown in this table under “business’ securities.

B Issues of foreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development.

No -.Sawngs and {oan associations: Estimates by the FHLBB for
all associations in the United States, Data are based on monthly reports
of Federally insured associations and annual reports of other associations,

further revision.

Mutual savings banks: Estimates of National Association of Mutual
Savings Banks for all suvings banks in the United States. Data are re-
ported on a gross-of-valuation-reserves basis,

Life insurance companies: nates of the Institute of Life Insurance
for all life insurance companies in the United States, Annual figur
annual-statement asset values, with bonds carricd on an amortized bi
and stocks at year-end market valuc. Adjustments tor interest due .m(l
accrued and for differences between market and book values are not
mide on each item separately but are included, in total, in “*other

Credit unfons: Estimates by the National Credit Union Administration
for a group of Federal and State-chartered credit unions that account for
about 30 per cent of credit union assets, ligures are preliminary and
revised annually 1o incorporate recent benchmark data,
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140 U.S. BUDGET RECEIPTS AND OUTLAYS
Millions of dollars
Piscal year | Calendar year
Transition . _ _
quarter |
Source or type July— 1975 1976 1977
1975 1976 | Sept. ! - - _
1976) 1
| | H2 H1 H2r Nov. Dec. | Jan,
1 1
Receipts
I Allsources. ... oo 280,997 300,005 81,773 | 139,455 | 160,552 . 157,961 ° 25,698 29,472 29,977
: i
2 tadividual income taxes, net. .o 122,386 1+ 131,603 | 38,801 65,835 65,767 75,004 12.535 12,663 - 18,108
ki Withheld oo 122,071 123,408 32,949 . 59,549 | 63,859 68,023 12,201 12,179 11,979
4 'residential E npaign : '
Fund. .o o 32 34 | i3, Vo 1
S N(m\ulhhuld Lo 34,296 35,528 6,809 7,649 27,879 8,426 375 678 | 6,141
[{] Refunds. ... oo 4,013 | 27,367 ¢ 95§ 1,362 26, ,004 1,356 41 194 13
7T Corperation income tox. H . |
8 (rross receipts, 45,747 0 46,783 9.808 18,810 + 27,973 | 20,706 1,185 7,838 2,007
9 R S,1258 5,374 1,348 2,735 2,639 2,886 486 | 205 ‘ 313
10 Social insurance ' |
HOBS, BCLL o I &6 441 92,714, 25,76¢ 40,886 51,828 | 47,596 9.432 6,207 7,320
& Tayroll employment taxes and R . l |
contributions 1. ... . ..., [ 7RO 76,391 21,534 ' 35,443 © 40,947 © 40,427 7.778 5,809 6,271
12 Seli-employment taxes and .
contributions 1., ., ......... 3,417 3,518 269 208 3,250 286 Lo 17 240
13 Unemployment insuranc 6,771 8.054 2,698 2,801 | 5,193 4,379 1,208 - 26 347
14 Other net reeeipts 2, ... ..o 4,460 4,752 | 1,259 | 2,314 2,438 | 2,504 450 407 402
IS5 Lxcise taxes.., ... 16,551 16,963 4,473 8,761 8,204 8,910 \ 1,517 l 1,513 | 1,447
16 Customs. 3,676 l 4,074 (,212 1,927 2,147 2,361 | 1392 412 A8l
17 Fstate and g 4,611 5,216 1,455 2,573 2,643 2,943 1570 502 504
18  Miscellaneous ruupl\ A 6,711 8,026 1,612 3,397 4,630 3,236 | 553 542 | 521
|
Outlays
19 Alltypes 4o 326,105 | 366,466 94,746  7185,097 | 1181 369 193,719 33,083 31,891 . 32,640
N N : |
20 National defense. .o, | 86,585 89,996 22.518 46,214 44,052 45,002 ' 7.434 7.575 7,082
21 International aflair: ' 5.862 5,067 1,997 72,574 | 2 668 3,028 294 | 472 349
22 (Cieneral science, space, and X
technology.. ..o i, 3,989, 4,370 1,161 2,415 1,708 © 2,377 400 418 | 304
23 Natural resources, environment, | ' )
and energy ! 4,837 11,282 3,324 . 5,018 6,900 7,206 ! [,341 1,217 1,042
24 Agriculture. ... oo I, 660 2.502 ; 584 ' 71,489 | 417 ‘ 2,019 630 507 ‘ 582
25 Commerce and transportation, .. ... 16,010 \ 17,248 4.700 "11,496 5,706 9,643 1,726 995 681
26 Community and regional | I
development. ... L oo ' 4,431 5,300 1,530 2,548 2,411 | 3,192 756 506 397
27  Education, training, employment, . i : | :
and social services _ 15,248 18,167 5.013 8,423 9,116 9,083 1,709 | 1,563 1,541
28 Health, H 27,647 ! 33.448 8,720 . 16,081 17,008 l‘) 329 3,004 4,071 2,961
29 Income sucurn). ....... 108,605 127.406 . 32,796 | 61,655 65,336 ! 65 45() ) 11,0t6 10,533 11,052
30 Veterans benetits and services. . ... 16,597 18.432 3.962 . 19,010 9,450 8,542 1,699 . 1,467 1,630
3 Law enlorcement and justice 2,942 3.320 ¢ 359 1,589 1,784 1,839 300 297 340
32 General government. ... oo 3.089 2,927 ¢ 878 71,929 870 1,734 395 ¢ 326 93
33 Revenue sharing and s,um.\l | H 1 |
purpose fiseal assiste 7.005 1 7,19 2,024 v} 528 3,604 4,729 590 1 127 2,002
34 InterestS,...... .. et 30.974 34,589 7.246 | ”Ii 180 18,560 18,409 2.438 6,025 2,332
35 Undistributed oﬂ'scuiny_ rcccmls S.6 0 14,075 --14,704 i —2,507 | —4, (\52 \ --8,340 | —7,809 ; —059 | —4.207 400
. ! | .
1 Old-age, disability and hospital insurance, and Railroad Retirement 5 Effective September 1976, “Interest” and “Undistributed Oftsetting
accounls, Ru,cnpts reflect the accounting conversion for the interest on special

2 Supplementary medical insurance premiums, Federal employee re-

tirement contributions and Civil Service reticement and disability fund.

I

certificates ot beneficial interest (effective July 1,

3 Deposits of ecarnings by F.R. Banks and other miscellancous receipts,
4 Ontlay totals reflect the reclassification of the Export-Impaort Bank
sm olt-budget status to unificd budget status, Lxport-Import Bank
1975) and loans to Peteo

are treated as debt rather than asset sales,

issues for U.S, Govt, accounts from an accrual basis to a cash bas

6 Consists of interest received by trust funds, rents and roys L
the Outer Continental Shelf, and U.S. Govl. contributions for em-
ployee retirement,
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1.41 FEDLRAL DEBT SUBJECT TO STATUTORY LIMIT
Billions of dollars
1973 1974 | 1975 1976
Item _. I - J— e— -
! June 30 Dec. 31 , June 30 Dec. 31 June 30 | Dec. 31, June 30 ! Sept. 30 Dee. 31
I Federal debt outstanding. ........... 468.4 480.7 486.2 I 504.0 | 544.1 | 587.6 | 7631.9 2646.4 | 665.5
2 Public debt securities. oo 457.3 469.1 474.2 492.7 533.7 576.6 6201.4 634.7 653.5
3 Held by public 333.9 339.4 | 336.0 351.5 387.9 | 437.3 470.8 488.6 506.4
4 Held by agencies 123.4 129.6 ' 138.2 141,2 145.3 139.3 149.6 146. 1 147.1
5 Agency securitios. ... oo oo 11, 11.6 12.6 r 13! 10,9 10.9 1.5 1.6 . 12.0
6 Held by public 9.1 9.6 10.0 9.3 9.0 8.9 ¢ .5 29.7 10.0
7  Held lw agencies 2.0 . 2.0 | 2.0 2.0 1.9 | 2.0 2.0 1.9 1.9
Debt subject to statutory limit. . ..... | 459.1 470.8 ‘ 476.0 , 493.0 | 534.2 ! 577.8 621.6 | 635.8 654.7
9 Public debt seeurities. 456.7 468.4 473.6 490. 5 532.6 576.0 619.8 634.1 | 652.9
10 Other debt 2.4 2.4 | 2.4 2.4 16 1.7, 1.7 1.7 1.7
1

1t Mrmo: Statutory debt limit.o....0 .. 465. 475.7 495.0 | 495.0 | 577.0 595.0 636.0 636.0 682.0

1 Includes guaranteed debt of Govt. agencies, specified participation
certificates, notes to international lending organizations, and District of
Columbia sl.\dlum bonds.

2 Gross Federal debt and Agency debt held by the public increased

$0.5 billion due to a retroactive reclassification of the Export-Import Bank
LLrllfIL(l[Ls of beneficial interest from loan asset sales to debt, eftfective
July 1, 1975,

Sourcr. -U.S. Treasury Bulletin.

1.42 GROSS PUBLIC DEBT OF . TREASURY Types and Qwnership
Billions of dollars, end of period
976 1977
Type and holder , 1973 1974 1975 I R I ——
c 1
1
Sept. i Oct. Nov. | Dec. | Jan. Feb.
1 Total gross public debt?. ... ................. ' 469.9 | 492.7 I §76.6 l 634.7 637.6 I 644.6 ;. 653.5 | 653.9 663.3
l
By type: , , | i ' | ,
2 Tnterest-hearing debt.......ooeiiiiiiriiins 360.7 373.4 457.1 505.7 i 508.7 517.0 :  523.5 527.0 | 535.3
K Marketable . . . 270.2 | 282.9 363.2 407.7 408.6 415.4 421.3 424.0 : 431.6
4 Bills . . 107.8 19,7 i 157.5 161.5 161.5 161.7 164.0 164.0 164.2
5 124.6 129.8 167.1 206.3 | 207.3 213.0 | 216.7 219.5 225.9
6 37.8 33.4 8.6 | 39,8 39.8 ! 40.7 40.6 40.5 41.6
7 197.6 1 20870 21205 225.9 226.5 1 22802 231.2 229.0 230.7
8 2.3 2.3 273 2.3 2.3 23 203 231 Tl
Y Foreign issues 26,0 22.8 21.6 20.8 22.3 22.5 ! 22.3 22.2 22.2
10 Savings bonds and notes. ... ... 60. 8 63.8 |  67.9 71.2 71.5 l 71.9 72.3 72.6 | 73.0
i Govt. qecount seriess . oo 108.0 1 1191 9.4 , 128.6 | 127.2 127.4 129.7 126.8 127.8
By haolder:6 | I
12 U.S. Govy, agencies and trust funds. ........ 129.6 I 141.2 | 139.3 | 146.1 144.6 144.9 .
13 F.RO Banks. .. .. . 78.5 80.5 87.9 l 96.4 95.7 91,7 |
14 TS o v e e 261.7 . 271.0 | 349.4  392.21 3973  408.1
s Uhanks....ooooooniiny 60.3 ! 55.6 85.1 93.3 94.8 99.8
16 ings banks....... 2.9 2.5! 4.5 | 5.3 5.3 5.3 |
17 [nsurance companies. 6.4 6.1 9.3 1.6 12.1 12,2
18 Other corporations. ...... \ 10.9 1.0 | 20.2 25,7 1 24.7 | 24.2
19 State and local governments. .. ..o.o.vov. .. 29.2 | 29.2 33.8 39,1 41.5 42,1
) |
Individuals: H ' |
20 Savings bonds.........o oo ‘ 60.3 | 63.4 | 67.1 70.9 71.3 71.6
21 Other securities. oo ovvn oo en 16.9 21.5 24.0 | 28.8 28.8 | 20,0
22 Loreign and international7......... ... | 55.5 58.4 : 66.5 74.6 | 75.2 76.0 |
23 Other miscellancous investors8, .., . ..., . i 19.3 23,2 38.6 42.9 43.6 47.7

Ulncludes $1.0 billion of non-interest-bearing debt (of which $612
million on Feb, 28, 1977, was not subject (o statutory debt limitations).

2 Includes (not shown separately): Securities issued to the Rural
Llectrification Administration and to State and local governments, de-
positary bonds, retirement plan bonds, and individual retirement bonds,

3 These nonmarketable bonds, also known as Investment Scries B
Bonds, may be exchanged (or converted) at the owner’s option tor 14
per cent year marketable T'reasury notes, Convertible bonds lhdt have
been so exchanged are removed [rom this category and recorded in the
notes category above.

4 Nonmarketable certificates of indebtedness, notes, and bonds in the
‘Treasury foreign series and foreign-currency series.

5 Held only by U.S. Govi agencies and trust funds.

¢ Data for F.R. Banks and U.S. Govt. agencies and trust {unds are
actual holdings; data for other groups are ‘I'reasury estimates.

7 Consists of the investments of foreign balances and international
accounts in the United States. Beginning with 1974, the figures exclude
non-interest-bearing notes issued to the {nternational Monetary Fund.

8 Includes savings and loan associations, nonprofit institutions, cor-
porate pension trust funds, dealers and brokers, certain Govt. deposit
accounts, and Govt.-sponsored agencies.

Nork,— Gross public debt excludes guaranteed agency sccurities and,
beginning in July 1974, includes Federal Financing Bank security issues.

SouRce.- -For data by type of security, Monthly Statement of the Public
Debt of the United States, U.S, Treasury Department; tor data by holder,
Treasury Bulletin.
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1.43  U.S. GOVERNMENT MARKETABLE SECURITIES  Ownership, by maturity
Par value; millions of dollars; end of period
! 1976 1977 i | 1976 1977
1975 e o 1975 . -
i
Type ot holder Nov. . Dec. Jan. Nov. Dec. Jan.
—- e s i — -
All maturities I I to 5 years
|
- - — . | . - - .
U AIThOlders. .o vv e e 363,191 415,399 421,276 ' 423,995 112,270 137,932 141,132 138,727
2 U.S. Govt. agencies and trustfunds. .. ......... .. ... ; 19.347 16,429 | 16,485 16,214 | 7.058 . 6,213 6,141 6,143
JF. R, Banks. ..o 87,934 91,660 . 96,971 94 134 © 30,518 30,036 31,249 30,933
A Private IMVeSTOrS. .. o e e it e 255,860 | 307,310 307,820 | 313,647 74,694 101,683 103,742 101,651
5  Commercial banks, .. ... 64,398 74,013 78,262 78,077 29,029 38.254 40,005 + 40,110
6 Mutual savings ban 3,300 3,956 . 4,072 4,169 [.524 2,083 2,010 | 1,941
7 Insurance companies. . ... 7.565 10,194 | 10,284 10,070 1 2,359 3,768 3,885 3.706
8 N(mﬁnunciellllcorpm'mi(ms . g;(();; ‘ 12 2?% 12,92 IZ;&‘) : ]I 22; ! %{:;: %‘(3)(1)3 g‘,‘;tlil
9 Savings and loan associations 793 1 .40 3 . W85 . 320 ) 2.310
10 State and local governments . N 9,285 12,543 12,252 14,836 1.761 2.546 | 2,543 2,620
T AL OIS e e e e 159,154 189,080 ' 184,182 | 186,357 | 35.894 49,840 50,321 47.984
H ' N ! . -
Total, within 1 year I 5 to 10 years
[T —_—— . -— . . | - . !_
12 AMMOLAOrS . o« ot i e ‘ 199,692 ! 208,271 211,035 ; 213,558 | 26,436 + 43,060 43,045 45,731
. |
13 U.S. Govt. agencies and trust funds - 2.76Y9 1,929 2,012 1.767 3.283 2.835 i 2,879 2.870
T4 10 RO BanKS. oo o ettt 46,845 47,920 , 51,569 49,033 6.461 8,876 9,148 9,173
| . i
15 150,078 158,422 " 157,454 162,758 16,690 31,349 31,018 | 33,688
16  Commer 29,875 . 28,629 31,213 29,805 4,071 . 6,30l 6,278 7,466
17 Mutual savings banks 983 1,087 | 1,214 1,238 448 516 567 716
18  Insurance companies . 2,024 | 2.348 2,191 2,173 | 1,592 | 2,427 2,546 2,580
5‘) Nonﬁnunci}tllcurpm'ulinns ........ 7.(1 (1)2 . ‘I);;:l | l{,()gz | l;’]l?é %7(5 %‘;3 | ?22 :f‘;
0 Savings and loan associations. . ... | 9 926 W9 L5 h 3 5 31
21 State and local governments. ... .. 5.288 7,072 | 6,622 9,083 782 | 1,380 1,465 1,488
22 AN Others. . o e 103,889 I 107,621 103,220 ; 106,592 9.405 20,291 | 19.637 | 20,756
i .
Bills, within 1 year \ 10 to 20 years
.. . q
23 AILROIers . oo oo e e I 157,483 161,711 163,992 164,005 ] 14,264 | 11,915 11,865 11,814
24 U.S. Govt.agencies and trust funds . ... 207 | 375 449 239 4.23} ! 3,102 | 3,102 3,102
25 1 R BanKS . o 38,018 1 37,992 41,279 + 38,743 | 1,507 1,303 1,363 1.370
26 Private investors.., . ... i i e ! 119,258 123,344 122,264 ! 125,023 | 8,524 7,510 7,400 1 7,342
27  Commercial banks. 17.481 15,202 17,303 15,136 5521 406 339 343
28 Mutual savings banks 554 355 454 429 232 | 155 139 - 132
29 Insurance companics. ... .. 1,513 | 1,621 1,463 | 1,416 1,154 1,122 1,114 1,074
30  Nonfinancial corporations. o 5.829 8.712 9,939 ! 10,504 . 6l 120} 142 181
31 Savings and loan associations 508 1,257 1,266 1,341 | 82 05 64 55
32 State and local governments. ... .. ..., e 4,566 6,022 5,55, 8,057 896 723 718 713
33 Allothers. ... oo e 88,797 | 90.175 86,282 | 88,137 5.546 | 4.919 4,884 4,842
Other, within 1 year Over 20 years
i e A, - . -
34 Allholders. ..o oo e e {42,209 | 46,560 | 47,043 ‘ 49,553 10,530 14,221 §4,200 14,165
35 U.S. Govt. agencies and trust funds . ..o oo oo on st 2,562 | 1,554 : 1.563 I [,528 2.053 2,350 2,350 2,331
36 FOR. BanKs. .o oot i e e 8,827 9,928 10,290 1 10,290 2.601 | 3,527 | 3,042 3,626
IT Private investors. .. ... ueie i iin i eniiiaineen e 30,820 35,078 35,190 37,735 . 5,876 8,344 8,208 i 8,208
38  Commercial banks. . .. . 12,394 13,427 13,910« 14,669 | 271 . 423 427 . 353
3¢ Mutual savings banks 429 | 732 760 809 & 112 4 115, 143 ¢ 141
40 Insurance companies, 511 727 | 728 757 436 529 548 527
41 Nonfinancial corporations 1,276 1,026 1,070 1,247 57 36 55 | 58
42 Savings and loan associations 396 669 718 774 22 12 . 13 . 14
43 State and local governments . 722 1,050 1,066 ! 1,026 558 821 904 93l
44  Allothers................... 15,092 17,446 | 16.938 18,455 4,420 6.409 1 6,120 | 6,184

Norr. -Direct public issues only. Based on Treasury Survey of Owner-
ship. From Treasury Bulletin (U.S. Treasury Dept.).

Data complete for U.S, Govt. agencies and trust funds and F.R, Banks,
but data for other groups include only holdings of those institutions
that report. The tollowing figures show, for cach category, the number
and propartion reporting as of January 31, 1977; (1) 5,502 commercial

banks, 468 mutual savings banks, and 728 insurance companies, each
about 90 per cent; (2) 448 nonfinancial corporations and 480 savings
and loan assns., each about 50 per cent; and (3) 500 State and local
govts,, about 40 per cent. .
“Ail others,” a residual, includes holdings of all those not reporting
in the Treasury Survey, including investor groups not listed separately.
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.44 U.S. GOVERNMENT SECURITIES DEALERS Transactions

Par value; averages of daily figures, in millions ol dollars

; : ‘ 1976 1977 1977
Hem 1974 1975 | Week cnduu, chnudd)
. an.
Nov. Dec. Jan - - . R | —
: . | Jan. 19 Jan. 26 Feb. 2 | beb.9 | 1
_— — — — - = e = . R N A
b LS. Govt. securities. ... ..........., ‘ 3,579 [ 6,027 ‘ 14,995 . 13,059 | 12,502 | 13,818 9,813 11,565 . 15,925 ! 11,228 10,978
By maturity: ! I | ; i
2 Bills..o oo 2,550 ° 3,889 8,565 7,511 7.630 | 8,555 6,108 7,182 9,231 7,114 6,356
3 Other within | year. ... s 250 223 170 172 156 153 126 254 314 243 192
4 s 465 1,414 l 4.034 3,355 2,805 2,947 | 2,408 2.633 3,866 2.33 2,898
5 256 , 363 | 1,804 1,653 t,604 1.807 962 I 1.218 | L088 | 1,173 | 1.209
6 OverlOyears..........cocovnnnn 58 138 422 368 307 349 209 ; 279 426 363 323
By type of customer:
7 US ¢ 652 885 1,873 1,650 1,641 1,945 | 1,388 1,369 1.686 1,421 1,498
8 . 965 1,750 5,389 ‘ 4,444 4,586 5,234 3.167 3,875 6,089 3,758 3,618
9 (()mnu,ru.ll banks.......... 998 | 1,451 3,279 1 2,999 2,884 3,020 2,328 2,617 3.643 2,598 2,493
10 All others! 964 ! 1,941 4,454 3.966 i 13,392 3.6l . 2.931 3.703 4,508 | 3,451 3,367
11 Federal agency securities. . . ......... 965 1,043 | 2,096 | 2,025 I,764 r1,860 ! 1,484 | 1,413 1,647 1,489 1,639

!l [ncludes --among others— -all other d_calcrs and brokers in commodi-
ties and securities, foreign banking agencies, and the I°.R. System.

Norr,----Averages for transactions are based on number of trading days
in the period.

1.45 U.S. GOVERNMENT SECURITIES DEALERS

Par value; averages of daily figures, in millions of dollars

Transactions are market purchases and sales of U.S., Govt. securities
dealers reporting to the F.R. Bank of New York, The figures exclude
allotments of, and exchanges for, new U.S, Govt. securities, redemptions
of called or matured securities, or purchases or sales of securities under
repurchase, reverse repurchase (resale), or similar contracts.

Positions and Sources of Financing

T
: 1976 | 1977 L 1976 | 1977
Ttem 1974 ' 1975 l | Week uulxng Wednesday
. Nov. Dec. Jan.? | —— e — e -
| | ‘ | Dee, 29 Jan. § ‘ Jan. 12 Jan, 19 Jan. 26 | Feb. 2

_ - L - — — — R R . o J— -

l’n.\smons2

1 U.S. Govt. securities . o+ oovvvnnnn 2,580 5,884 9,744 10, 840 8,914 ! ll,3l0 10,140 ] 9,929 9,557 | 8,426 5,582

2 Bills...... ... .ooooiinnae 1,932 4,297 | 7,321 | 8, 1‘)4 6,596 8,250 | 7,123 7,249 7,608 6, 181 3.888

3 Other within 1 y S -6 265 161 155 138 | 217 182 99 1"z 196
4 LSycars. . oo 265 886 102 1,336 1,270 1,815 1,631 1,472 1,011 I, 148 857

5 5.10 years. .. 302 300 | 789 ! 596 | 532 649 779 652 "454 436 348

6 OverlOyears........oooiiiivnnn 88 136 372 359 379 378 424 ) 458 | 367 ¢ 310 . 292

7 Federal agency securities............. 1,212 943 1,110 , 1,435 j 923 1,349 1,292 l 999 924 891 423

- ~- P LR FI— —_ ! _
Sources of financing3
_ - I [ - R [
8 All sources...........covvivvn.nn 3,977 | 6,666 ! 11,613 | 14,032 ¢ 11,938 13,990 r13,213 | 12,563 12,835 11,371 ‘ 8,922
Commercial banks: . i | ' .

9 New York City. . ............0ut 1,032 1,621 2,453 2,567 | 2,362 2,319, 2,277 2,858 2,985 § 1,904 ; 1,430
10 Outside New York City 1,064 1,466 2,397 2,839 2,353 | 2.515 2,242 3,048 i 2,634 1,872 1,666
11 Corporations!. .. ,........... 459 842 . 1,871 2,437 2,141 | 2,110 2,059 2,069 2,189 2,213 2,068
12 Allother. ..o oo 1,423 2,738 4,893 6,188 5,082 | 6,997 6,635 4,589 5,027 5,381 3,759

1

TAll business corporations except commercial banks and insurance
companics,

2 Net amounts (in terms of par values) of securities owned by nonbank
dealer firms and dealer departments of commercial banks on a commit-
ment, that is, trade-date basis, including any such securities that have been
sold under agreements to repurchase. The maturities of some repurchase
agreements are sufliciently long, however, to suggest that the securities
involved are not available for trading purposes. Securities owned, and
hence dealer positions, do not include securities purchased under agree-
ments to resell.

3 Total amounts outstanding of funds borrowed by nonbank dealer

firms and dealer departments ol commercial banks against U.S. Govt,
and Federal agency sccurities (through both collateral loans and sales
under agreements tc repurchase), plus internal funds used by bank dealer
departments to finance positions in such securities. Borrowings against
securities held under agreement to resell are excluded where the borrowing
contriact and the agreement to resell are equal in amount and maturity,
that is, a matched agreement.

Norte.—Averages for positions are based on number of tradmg days
in the period; those for financing, on the number of calendar days in the
period,
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1.46 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding
Millions of dollars; end of period
| | |
! : 1976
Apency 1973 14 1 1975 I . . A — oo e
i !
July Aug. Sept. Oct. | Nov. Dec
——— — PP - — . . . . - . | P . _
[ Federal and Federally sponsored agencies. ... ... 771,594 | '89,381 | r97,680 ['100.839 101,724 r102,456 17103,865 103,415 |*103,308
2 Federal agencies, .. ......0. 000 000 11,554 12,719 19,046 21,029 21,453 v 21,895 | 22,676 . 22,645 22,419
3 Defense l)qmrlmeut 1.439 1,312 1,220 1,164 1,152 | 1,136 (128 17 L
4 lixport-lmport Bank 2, 2,025 2,893 7,188 7,578 7.945 ! 7,728 8,353 8,336 8,574
5 Federal Housing Adnnmslmuon‘* - e 415 440 564 584 582 578 589 585 575
6 Government National Mortgapge Association i
Participation Certificatess., 4,390 4,280 4,200 4,145 | 4,145 4.145 4,145 4,145 4,120
7 Postal Serviceo, ... ... 250 721 1,750 2,998 | 2,998 3,498 . 3,498 3,498 2,998
8  Tennessee Valley Authority................ 2,435 3,070 3.915 4,470 4,535 4,713 | 4,865 4,865 4,935
9 United States Railway Associationé, . .......[....... .. 3 209 90 96 97 ug I 99 104
10 Federally sponsared agencies. ... ... ... .. ... .. TO0,040 | 176,662 | 78,634 | 179,810 180,271 ) T80,561 TRELVISY 180,770 0 T80, 889
11 Federal home loan banks, ................. 15,362 21,890 18,900 17,102 17,113 7 17,061 17,122 16,807 16,811
12 Federal Home Loan Mortgage € nrpor.mon 1,784 1,551 1,550 1,550 | [,150 - 1,150 . 1,150 1,150 1,150
13 Federal National Mortgage Associ 23,002 28,167 29,963 29,845 30,429 30,685 | 30,656 30,413 30.565
14 Federal land banks . 10,062 12,653 15,000 16,566 16,566 16,566 17,124 17127 17,127
15 Federal mlcrmcdmtu Credit ban 6,932 ¢ 8,589 9,254 10,595 10,687 10,791 10,712 ' 10,669 10,494
16  Banks for cooperatives,..... 2,695 i 3,589 3,055 3,745 3,919 3.001 1 4,023 4,207 4,330
17 Student L.oan M 200 220 310 405 405 405 ¢ 400 7395 410
18 Otherov.o. oo 31 3 2 2 2 2 2 2 2
MiMO: ‘
19 Federal Financing Bank Debto,, . ........... e 4,474 17,154 | 24,149 25,052 25,888 26,636 27,028 28,711
| . :
Lending to Federal and I'ederally sponsored ' 1 H l
agenc | l !
20 Export-Import Bank3 4,595 4,985 4,985 4,768 4,768 4,708 5,208
21 Postal Serviced. .. ........ .. 1,500 2,748 2,748 | 3,248 . 3,248 3,248 2,748
22 Student Loan Marketing Association?. ... ... .. 310 4085 \ 405 405 400 | 95 410
23} ‘Tennessee Valley Authority................ 895 1,840 2,495 2,560 | 2,738 2,810 2,890 3,110
24 United States Railway Association® 3 209 90 9 ¢ 97 98 929 104
ending ;¢ :
s Home Administration, ............| ... 2,500 7,000 Y.200 92,0650 | 9,650 10,250 : 10,;’5() 10,750
:lectrification Administration FE 566 1,164 1,215 1 1,514 1,573 11,674 1,768
27 OtherS .o e [EE T, 356 1,134 3,062 1 3,393 3,468 | 3,489 13,704 | 4,613
] . i
L Consists of mortgages assumed by the Defense Department between 7 Unlike other Federally sponsored  agencies, the Student Loan

1957 and [963 under tamily housing and homeowners ass

2 Includes  participation  certificates  reclassified  as
Oct. 1, 1976.

SOl budget Aug. 17,1974 through Sept. 30, 1976 on-budget thereatter,

4 Consists of debentures issued in payment of Federal Housing Ad-
ministration insurance claims. Once issued, these securities may be sold
privately on the securities market.

S Certificates of participation issued prior to fiscal 1969 by the Govern-
ment National Mortgage Association acting as trustee for the Farmers
Home Administration; Department ot Health, Education, and Weltare;
Department of llousmg and Urban l)uvulopmun, Small’ Business Al
ministration; and the Veterans Administration.

6 Off-budget.

stance programs,
debt  beginning

Marketing Association may borrow from the Federal Financing Bank
(FFB) since its obligations are guaranteed by the Department ot Health,
Education, and Welfare.

80 he FE B, which began operations in 1974, is authorized 10 purchase
or sell ohlu,auuns issued, sold, or guaranteed by other Federal agen
Since FEB incurs debt snlt,ly for the purpose of lending 10 other M,Lnk.ll.\.
its debt is not included in the main portion of the table in order 10 avoid
double counting,

9 Includes I'EFB purchases of agency assets and L,lmmntt,ul loans;
the latter contain loans guaranteed by numerous agencies with lhu
guarantees of any parutul.lr agency being generally small, Note that the

Farmers Home Administration itenmi consists exclusively of agency dlssu]s
hoth

while the Rural Electrification Administration entry contains
agency assets and guaranteed loans.
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1.47 NEW SECURITY ISSUES State and Local Government and Corporate
Millions of dollars
| 1976
Type of issue or issuer, ‘ - - e JE
or use 1973 1974 1975
‘ June July Aug. Sept QOct
State and local government
1 Allissues, new and refunding!.. ........ ... oo i, 23,969 | 24,315 | 30,607 | 3,028 | 2,691 2,765 | 2,808 |........
By type of issue: )

2  Generalobligation.........coo i i e 12,257 | 13,563 | 16,020 1,689 {,186 1,269

3 Revenue................. 10,632 | 10,212 | 14,511 1,324 1,496 1,488

4  Housing Assistance Administ .| 1,022 461 [..... o e

5  U.S. GOVE J0AMS.. v vt haenae i : 58 79 76 15 9 8

By type of issuer;

LI T N 4,212 | 4,784 | 7,438 590 308 669 470 {......

7  Special district and statutory authority........... .. .. ... ... 9,505 8,638 | 12,441 1,097 1,261 ' 1,162 1,229 [........

8 Municipalities, counties, townships, school districts. . ........... 10,249 | 10,817 | 10,660 1,331 1,118 930 1,104 |........

9 Issues for new capital, total. . ......... i 22,397 } 23,508 | 29,495 2,807 | 2,470 2,504 2,590 [........

By use of proceeds:
FdUCAtION. oottt et et i e et e e e 4,311 4,730 4,689 414 309 373 356 |........

I Transportation. .. ... . eee s oteienne et tanenennns 2,804 1,712 2,208 128 36 166 2501 ...,

Utilities and conservation........coviiiiii it 5,654 5,634 7,209 745 1,000 784 747 |........

3 Socil Welfare, . ..o v e e e e 4,588 3,820 4,392 423 488 694 767 |........

4 Industrialaid....... ..o e e 57 494 445 47 66 24 30 [voviiinn

S OUher PUIPOSES. « vt ettt et et e 4,465 7,118 | 10,552 1,050 571 463 439 ...

|
Corporate
- — U, , [P

16 AlLIBBUES3. . ..o e e 32,025 | 38,311 | 53,644 [ 6,418 | 3,216 | 3,356 ' r4,817 @ 4,363
T BONMAS. ..ottt e e 21,049 | 32,066 | 42,756 | 5,023 | 2,578 | r2,678 . r4,263 | 3,435

By type of offering:
8 Public..... ... i 13,244 | 25,903 | 32,583 | 3,140 1,239 1,565 | 2,100 | 2,784
9  Private plaCement . ., . v. it e e e e 7,802 6,160 | 10,172 1,883 1,348 | r1,113 [ r2,163 651

By industry group: {

0 Manufacturing. . .. .o ot vt i e e e e 4,199 9,867 1 16,980 1,321 1,090 - 7749 670 . 1,223
21 Commercial and miscellaneous.................. e 1,318 1,845 2,750 483 171 319 7546 51
22 TransSpoOrtation. .. ..ottt i et i i e 1,550 3,439 263 | 118 48 | r1,205 237
23 Public utility........ 8,873 9,658 869 621 663 ' r| 118 858
24 Communication 3,710 3,464 698 20 209 7147 150
25 Realestateand financial.. ... ..o i i e 5,344 6,218 6,469 1,389 568 692 *§77 919
26 StOCKS. .\ttt e e e 10,979 | 6,247 | 10,863 | 1,395 629 678 | 554 : 928

By type: {
27 PrefeTre . i e e i 3,337 2,253 3,458 360 89 214 136 255
28  COMMOM. ittt iie i ie ettt ie e iennnaitnaranss 642 3,994 7,405 1,035 | 540 - 464 418 . 673
By industry group: ‘ |
20 MAnUFACKURINE. .« oot ettt e it ei et et i 638 544 1,670 125 108 ° 282 83 87
30 Commercial and miscellaneous. 1,532 940 1,470 58 164 69 33 73
31 Transportation.,........... 26 22 | I RN 137 7|........
32 Public utility.... ,691 3,964 6,235 . 479 31t 257 347 591
33 Communication........ e ,348 217 1,002 | 711 6 K P
34  Real estate and financial..... e e e e 2,745 562 488 19 40 54 84 177
i ;

1 Par amounts of long-term issues based on date of sale.

2 Only bonds sold pursuant to the 1949 Housing Act, which are secured
by contract requiring the Housing Assistance Administration to make
annual contributions to the local authority.

3 Figures, which represent gross proceeds of issues maturing in more
than 1 year, sold for cash in the United States, are principal amount or
number of units multiplied by offering price. Excludes offerings of less

than $100,000, secondary offerings, undefined or exempted issues as
defined in the Securities Act of 1933, employee stock plans, investment
companies other than closed-end, intracorporate transactions, and sales to
foreigners,

SOURCESs.—-State and local government securities, Securities Industry
Association; corporate securities, Securities and Exchange Commission.



1.48 CORPORATE SECURITIES  Net Change in Amounts Outstanding

Millions of dollars
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Source of change, or industry

All issues!

1 W ISSUES o et e
2 Retirements .
3 Net change....... .

Bonds and notes

AW ISSULCS . oL e
5 Retirements., .. ..

6 Net change: Total

By industry:

Manufacturing. ... ... .o
8 Commercial and other2....... .. .00
9 ‘lransportation, including raitroad.
10 Public utility. ..o
11 Communication. ... ........ ..
12 Real estate and financtal ..o 000

Common and preferred stock
¢

13 New TSSUES L e et
14 Retirement ..
15 Net change: Total, .. ........ ... ... . iat.

,jy ind ush)

1973 ‘ 1974 ‘ 1975

33.559
11,804
21,754

21,501
8,810
12,691

801
109
1,044
4,265
3,165

3.523 -

39,344
9,935
29,399

31 .354
6,255
25,098

7,404
1,116
341
7 308
3.499
5,428

7,980
3,678
4,302

17
-13§
-20
3.834
3u8
207

53,255
10.991
42,263

40,468
8,583
31,886

13,219
1,605
2.165
7.236
2,980
4,682

10,377

1,607
1,137
65
6,015
1.084
468

18 43

1975
Qt ‘ Q2 . Q3
| i
5,211 115,602 . 9,079
2,088 3,211 i 2,576
3,123 12,390 | 6,503 .
!
12,759 11,860 | 6,654
1,587 | 2,336~ 2,111
11,172 | 9,124 4,54
S 4574 1 44"
73 483 22
1 429 | 147
2,653, 1.977 | 1,395
1,269 1 810 472
1,742 852 866
24521 4, 142 2,425
501 . B7S, 465
1,951 | 266 © 1,960
262 500 l 412
77 90 108
1 7 53
1,569 1,866 1,043
24 359 | 97
i 247

i 13,301
16
| 10 247

'| 9.595
v 2.549
7,047

2,069
528

1,588
1,211

I
4
<

4
1,537
604

| 160

Q1

13,671
| 2315
11,356

9,404
1,403
8,001

203
988
1,820
498
1,530

4,267
912
3,355

838
88

5
2,174
47
203

2.966

1976

Q2

14,229
3,608
| 10,561

| 10.244
3.159
17,084

1,529
726

i 488

1,260
983

| 2,128

3,985
509
3,477

1,120
318
25

735

i 1,300 .

Q3

11,385
2,478
8,907

8,701
1,826
6,875

1,551
610
1,092
2,109
335
1,178

2,084
2, 032

L Excludes issues of investment companies.

2 Extractive and commercial and miscellaneous companies.

NotE. -Securitics and Exchange Commission estimates of cash trans-

actions only, as published in the Commission's Statistical Bulletin.

1.49 OPEN-END INVESTMENT COMPANIES  Net Sales and Asset Position

Millions ot dollars

New issues and retirements exclude foreign sales and include sales of

securitics held by afliliated companies,
new stock
into stocks.

Retirements,

special offerings to employees,
1es and cash proceeds connected with conversions of bonds
defined in the same way, include securities

retived with internal funds or with proceeds of issues for that purpose.

Item

INVESTMENT COMPANILS |
Excluding money market I'und.s(

1 Sales of ownshares!.......... . ...

2 Redemptions ot own shar ..
3 Netsales. oo e |
4

ASSCIS3 L .t e

w

Cash position4, ..
6 Other.ooooo

1975

3,302
3,686
--384

42,179

3,748 .
38, 1431 |

1976

4,226
6,802

2,496 !
47,537 i

2,747
44, 79()

596

‘ 281
--315

2,547

43,439 | 42,890

45,986

43,

Oct.

378
450
=72

138~ 44,858

1976
| [
Aug, Sept.
7 i_ .
i
! 256 | 338
536 - 573
- 280 - 235
45,457 | 46,
2.561 2,507

2.434 |

631 42,424

Nov. ‘

446 |
419
27

45,369

2,638
42,734

Dec.

661 |
628
33 ‘

47,537

2,747
44,790

1977

Jan.

655
628
141

45,760

2,947
42,813

Includes reinvestment of investment income dividends.

Lxcludes

reinvestment of capital gains distributions and share issue of conversions

from one fund to another in the same group.

2 Eixcludes share redemption resulting from conversions {from one fund

to another in the same group.

3 Market value at end of period, less current liabilities.

4 Also includes all U.S, Govt,

securitics.

NoOrt,

registered with the Securities and Exchange Commi

securities and other short-term debt

--Investment Company Institute data based on reports of mem-
bers, which comprise substantially all open-end investment companies

newly formed companies after their initial offering of securities.

fon. Data reflect
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1.50 CORPORATE PROFITS AND THEIR DISTRIBUTION
Billions of dollars; quarterly data are at seasonally adjusted annual rates
: | 1 [
| i 1975 i 1976
Account 1973 | 197a | vers | . S SN
i [ | of Q2 Q3 ’ Q4+ | o1 Q2 Q3
1 Profits before tax............oovveviiiinnnn. | 115.8 | 127.6 ‘ 114.5 94.2 | 105.8 | 126.9 | 131.3 ° 1411 | 146.2 | 150.2
2 Profits tax liability . .. ... , 48.7 | 52.4 . 49.2 40.2 44.8 54.8 57.2 6l.4 i 63.5 65.1
3 Profits after tax. ..o oveeivennein i i 67.1 75.2 | 65.3 54.0 ‘ 61.0 | 2.1, 74.2 ! 79.17° 82.7. 85.1
4 Dividends, ..o i e | 27.8 1 30.8  32.1 | 31.7 31.9 32.6 | 32.2 . 33.1 | 34.4 | 35.4
5 Undistributed profits . . ... c.vviiiiiiiiiiia, 39.3 ‘ 44.4 | 33.2 22.3 29,1 39.5, 42.0 46.6 48.3 49.7
6 Capital consumption allowances! 73.7 ¢ 1.6  89.4 86.4 I 87.9 1 90.5] 92.9 94.3 96,2 98.2
7 Netcashflow.............oooiiiiiiii e 113.0 | 126.0 ‘ 122.6 108.7 ! 117.0 / 130.0 134.9 140.9 144.5 | 147.9
, ,
1 With capital consumption adjustment. Source.—U.S. Dept. of Commerce, Survey of Current Business.
1.51 NONFINANCIAL CORPORATIONS Current Asscts and Liabilities
Billions of dollars, end of period
| | 1975 1976
Account | 1971 1972 1973 1974 e -
1
. | ‘ o ! o3 e | a Q2 Q3
- e ..____________‘_____ SRR I SRS B
1 Current assets. ... ooooviivinnneneeennnene,. | 529.4 | 574.4 I 643.2 X 712.2 7 703.2 716.5 731.6 © 753.5 - 775.4 i 791.8
i
2 Cash. i e e e 53L3 57.5 6|.6r 62.7 63.7 65.6[ 68.1 68.4 70.8 ;T
3 US. Govtaseeurities, v oovii i 11.0 ‘ 10.2 | 11,0 11.7 12,77 1431 19.4 21,7 23.3 23.9
4 Notes and accounts receivable. . ,............ | 221.1 243.4 | 269.6 293.2 1 288.1 298.0  298,2° 310,9 321.8| 328.5
5 US.Govt. ..o e 3.5 3.4 3.5 3.5 3.3 3.3 3.6 3.6 3.7 4.3
6 217.6 . 240.0  266.1 | 289.7 284.8 | 294.7 294.6 307.3 . 318.1! 324.,2
7 200.4 , 215.2 | 246.7 288.0 281.4 | 279.6 285.8 288.8 ; 295.6 ' 302,1
8 43.8 48.1 r 54.4 56.6 . 57.3 59.0 60.0 63.6 | 0639 66.3
. : i
9 Current liabilities. .. ......................... 326.0 352.2 1 401.0 450.6  434.2 ' 444.7 | 4587.5 465.9 475.9 484.1
10 Notes and accounts payable . ................ | 220.5 234.4 265.9 292.7 275.9 279.6 | 288.0 286.9 ' 293.8 | 291.,7
11 US. Govt. b 4.9 4.0 4.3 5.2 5.8 6.2 6.4 6.4 6.8 7.0
12 Other. .. vvvvi i e, 215.6 : 230.4 261.6 287.5 270.1 273.4 281.6 80.5 287.0 284.7
13 Accrued Federal income taxes, 13.1 15,1 18.1 23.2 17.7 19.4 20.7 23.9 22.0 24.9
14 Other 92.4 102.6 117.0 | 134.8 140.6 145.6 © 148.8 155.0 ‘ 160. 1 I 167.5
IS Net working capital 203.6 ‘ 221.3 | 242.3 . 261.5 ° 269.0 | 271.8 ‘ 274.1 | 287.6 | 299.5 i 307.7
' ;

1 Receivables from, and payables to, the U.S. Govt. exclude amounts

offset against each other on corporations’ books.

SOURCE.—Securities

in the Co ion's

and Exchm'lge Cominission estimates published
istical Bulletl

<y
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1.52 BUSINESS EXPENDITURES on New Plant and Lquipment

Billions of dollars; quarterly data are at seasonally adjusted annual rates

1975 1970 1977
Industry ©o1974 . 1975 1976 i. - . ’ J
PoQ3 Q4 | Ql Q2 Q¥ Q4 . Ql2
I Allindustries. . ...t n.. © 112,22 112,75 | 120.82 | 112.16 111.80 114.72 ; 118.12 122.55 | 127.87 129.38
Manufacturing | [ : ' : . |
2 Durable goods indusStries, oo ovevn ey, i 22,87 21.88 23,50, 21.01 21.07 21.63 22,54 24.59 25,231 28,52
3 Nondurable goods industeics. ... .. . .vn . C23.08 26,11 29,22 26.38 25.75 27.58 ; 28.09 30.20 31.00 31.47
Nonmanufacturing ' I
Mg . ot it e e i 3,18, 3.80 3.98 3.82 3.82 3.83 1 3.83 4.21 0 4.03 .22
‘Transportation: ! !
5 Railroad. oo 2,56 1 2,50 : 2.35 2.75 2.39 2.08 2.64 2.69 1.98 2,22
6 Y 2.00 1.87 ;L3I 2,12 0 L.65 - 1,18 .44 0 112 1.51 .45
7 L0 1T N ! 2,09 3.03 1 3.56 2.99 3.56 3.29 4.16 ; 3.44 3.34 2.67
Public utiliti : ; i . [ :
8 3 T 117,061 16.99 18,90 , 16.58 | 17.92 18.50 | 18.82 18,22 20.01 20.75
Y Gas and other. ... . 2.93 3.14 3.47 3.21 { 3.00 3.36 3.03 3.45 4.04 3.82
10 Communication......... oo 13,96 12.76 12.93 12.95 12.22 12.54 12.62 13.04 ° 36.73 3726
11 Commercial and otherl,, . ... .............. 22,05 20,01 20.87 . 20,34 20.44 20.68 20.94 20,99 |, T I e
! Includes trade, service, construction, finance, and insurance, NoTE, --Estumates for corporate and noncorporale business, excluding
2 Anticipated by business. agriculture; real estate operators; medical, legal, cducational, and cultural

service; and nonprofit organizations.

Sourct,—-U.S, Dept. of Commerce, Survey of Current Business.
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1.53 MORTGAGE MARKETS

Millions of dollary)cxccpt as noted

M ]
1976 | 1977

Item 1974 1975 1976 |
! Aug, Sept. Oct. Nov. ' Dec. | Jan.

Terms and yields in primary and secondary markets

PRIMARY MARKETS
Conventional mortgages on new homes
Terms: !
| Purchase price (thous. dollars)............ 40.1 44.6 48.4 49,6 . 50.6 49.0 48,6 51.0 51.5
2 Amount of loan (thous. dollars) 29.8 33.3 35.9 36.8 37.4 36.2 36.0 37.1 38.5
3 L.oan/price ratio (per cent). . ... 74.3 74.7 74.2 75.8 ¢ 75.6 75.3 75.6 74.7 76.6
4 Maturity (years). . ... oo e 26.3 26.8 27.2 27.8 ! 27.7 28.0 27.0 27.7 28.2
5 I'ees and charges (per cent of loan amount)2. 1.30 1.54 1.44 1.38 1.42 1,38 1.36 1.38 (.39
6 Contract rate (per cent per annum). . ..... 8.71 8.75 8.76 - 8.79 8.85 8.85 8.83 8.87 8.83
Yicld (per cent per annum): !
FHLBB series3. ... s, 8.92 9.0t 8.99 9.02 9.08| 9.07 9.05 |  9.10 9.05
8 HUD series4. . ..o I 9,22 9.10 8.99 9.05 9.001  9.00 8.95:  8.90 8.80
SECONDARY MARKETS
Yields (per cent per annum) on—
9 FHA mortgages (HUD series)s......... .. 9,55 9.19 8.82 8.93 8.82 8.55 8.45 8.25 8.40
10 GNMA securitiesd, . ... oo 8.72 8.52 8.17 8.30 8.10 7.98 7.93 ; 7.59 7.85
I'NMA auctions:? -
I Ciovernment-underwritten loans , . o 9.53 9.31 8.92 8.99 8.88 8.75 §.66 8.45 §.48
12 Conventional loans. . .......oove o0 9.70 9.36 9.12 9.15 9.11 9.05 9.00 8.84 8.82

Activity in secondary markets

FEDERAL NATIONAL
MORTGAGIL ASSOCIATION |

Mortgage holdings at end of period:

13 Total............cooiiiiinet, 29,578 | 31,824 - 32,904 | 32,069 | 32,062 | 32,019 32,929 | 32,904 | 32,848

14 FHA-insured. . . . . 19,189 19,732 18,916 19,180 19,133 19,077 14,986 18,916 18,854

15 VA-guaranteed. . . 8,310 9,573 . 9,212 9,394 9,366 9.314 9,264 9,212 9,162

16 Conventional....oovvii i 2,080 2,519 i 4,776 3,496 3,563 3,628 .+ 4,679 4,776 4,833
Mortgage transactions during period: | ) l

17 0 Purchises. ..o 6.953 4,263 | 3,606 277 199 . 162 1,131 191 141

I8  Sales. .o e 4 2 86 I T 2 T

Mortgage commitments:$ . i
19 Contracted during period. ... .. 10,765 6,106 6,247 492 | 463 480 615 290 1,180
20 Outstanding at end of period. .. e 7,960 4,126 | 3,398 ° 4,335 3,983 3,672 3,649 3,398 4,142

Auction of 4-month commitments to buy---
Government-underwritten loans:

Mortgage transactions during period:

21 Offered?, ..o e 5,492.7 | 7,042.8 - 4,929.8 161.4 221.0 235.5 ' 494. 1 56.9 747.4
22 Accepted. .o e 2,371.4 | 3,848.3 2,787.2 2144 :  117.9 107.1 221.1 41.5 549.1
Conventional loans: '
23 Offered®. .o e s 1,206.8 | 1,401.1 2,595.7 298.8 321.7 297.5 353.3 150.2 326.8
24 Accepted. .o 656.4 765.2 1,879.3 208.7 ©  225.4 215.8 296.9 135.4 238.3
FEDERAL HOME LOAN |
MORTGAGE CORPORATION I
Mortgage holdings at end of period: 10
25 Total........ ... i e 4,586 4,987 | 4,269 4,310 4,269 4,190 4,162
26 FHA!VA....... 1,904 1,824 : 1,618 1,695 1,679 1 1,660 1,638
27 Conventional 2,682 3,163 J 2,651 2,614 2,590 2,530 2,523
I

28 Purchases..................... 2,191 1,716 1,175 77 88 78 101

29 SlES. 52 1,020 1,396 278 ; 93 16 91
Morlgage commitments: 1! : |

30  Contracted during period. .. . 4,553 - 982 1,477 117 163 1711 245

31 Outstanding at end of period., . 2,390 | 1t | 333 175 243 326 452

! Weighted averages based on sample surveys of mortgages originated securities, assuming prepayment in 12 years on pools of 30-year FHA/VA
by mujor institutional lender groups. Compiled by the I'ederal Home Loan mortgages carrying the prevailing ceiling rate. Monthly figures are

Bank Board in cooperation with the Federal Deposit Insurance Cor- unweighted averages of Monday quotations for the month,

poration. 7 Average gross yields (before deduction of 38 basis points for mortgage
2 Includes all fees, commissions, discounts, and “points’ paid (by  servicing) on accepted bids in Federal National Mortgage Association’s

the borrower or the seller) in order to obtain a loan. auctions of 4-month commitments to purchase home mortgages, assuming
3 Average effective interest rates on loans closed, assuming prepayment prepayment in 12 years for 30-year mortgages. No adjustments are made

at the end of 10 years. for FNMA commitment fees or stock related requirements. Monthly
4 Average contract rates on new commitments for conventional first figures are unweighted averages for auctions conducted within the month,

mortgages, rounded to the nearest 5 basis points; from Dept. of Housing 8 Includes some multifamily and nonprofit hospital loan commitments

and Urban Development. in addition to 1- to 4-family loan commitments accepted in FNMA’s

5 Average gross yields on 30-year, minimum-downpayment, Federal free market auction system, and through the FNMA-GNMA Tandem
Housing Administration-insured first mortgages for immediate delivery plans,

in the private secondary market. Any gaps in data are due to periods of % Mortgage amounts offercd by bidders are total bids received.
adjustment to changes in maximum permissible contract rates, 10 Includes participations as well as whole loans.
¢ Average net yields to investors on Government National Mortgage 11 Includes conventional and Government-underwritten loans.

Association-guaranteed, mortgage-backed, fully-modified pass-through



1.54 MORTGAGL DEBT OUTSTANDING

Millions of dollars

Real Estare Debt Ad4]

toad of year 'nd ol quarter
1 -~ B _-l - -
Type of holder, and type of property ' 1976
1972 . 1973 1974 ! 1978
|
( Q1 Q2 Q3 Q4

1T AlLholders. .. . ..o 603,417 ! 682,321 742,504 801,546 817,278 838,893 862,197 884,232
2 1-to 4-family S 372,793 416,883 449,937 491,678 503,402 519,437 | 537,336 | 553,054
3 Mult:family §2.572 | 92,877 99,851 100.348 100.487 100,680 {00,708 101,460
4  Commercial 112.294 | 131,308 146,428 158,044 161,024 164,527 1168, 144 171,978
S Farnt. ..o 35,758 i 41,253 46,288 50.870 52,365 54,249 56,009 57.740
6 Major financial institutions. ... ....... .. 450,000 505,400 542,552 581,296 592,061 609,086 626,487 642,851
7 Commercial banks! .. uy 314 119,068 142,105 136,186 137,986 141,086 143,986 146,586
I-to d-family. . ........ .. 57,004 67,998 74,758 77,018 78,218 80,218 81,928 83.402

9 Multifamily 5,778 6,932 7,619 5,915 5,518 5,115 5,040 5,072
10 Commercial, . .. . . 31,751 38,696 43,679 | 40,882 47,812 49 112 ! 50,251 51,233
1 farm,......... 4,781 5,442 6,049 6,371 6,441 6,641 ¢ 6,767 6,879
12 Muitual savings banks . ... ..o . 67,5560 73,230 74,920 77,249 77,73 | 78,735 80,145 81,554
13 1-to 4-family.......... 46,229 48,811 49,213 50,025 50,344 . 50,989 51.902 52,814
14 Multitamily.,.......... 10,910 12,343 12,923 13,792 13,876 14,030 14,282 14.534
15 Commercial, . ......... . 10,358 12,012 12,722 13,373 13,456 13,653 13,897 14,141
16 larm...o oo ! 62 64 62 59 62 63 64 05
17 Savings and loan associations. .. ... ... 206,082 1 231,733 249,293 278,693 286,556 299,574 312,139 323,130
18 - to 4-famity . 167 1)4‘) 187,750 201,553 224,710 231,337 241,996 252,521 261,732
19 Multifamily................. ) 2(),7&.! 22,524 23,683 25,417 25,847 20, "“ 27.468 28.116
20 Commercial . o .ovveiiii i, 18,350 21,459 24,057 28,5006 29,372 ! 30 RV) 32,150 33,282
21 Life insurance companies, ... .. ....... ‘ 76,948 81,369 856,234 &9, 168 89,781 89,691 90,217 91,5581
22 - 10 4-family 122’318 20,426 19°020 17,590 17,321 16,861 16.458 16,058
23 Multifamily. .. Po1T347 18,45 191625 19,629 19,726 19,374 19,256 19276
24 Commercial . L3608 36,496 41,250 45,196 45,907 46,456 47,322 48,766
25 Farm... .o S1678 5,996 6,327 6,753 6,827 7,000 7.181 7.481
26 Federal and related agencies. . ... ...... 40,157 46,721 58,320 66,891 67,350 66,165 r67.282 67,144
27 Govermment National Morigage Assn. . . 5,113 4,029 4,546 7,438 7,619 5,557 5,068 4'241
28 (= 10 d-family. .o ovnssasneinenns 2’513 1,435 2.248 1,728 4,886 3,168 2486 11670
29 Mubtifamily, oo e een i, 2,600 2,574 2.598 2,710 2,733 2,392 20582 2’271
30 Farmers Home Admin,. ... ......... 1,01y 1,366 1,432 1,109 6550 830 1,355 (164
31 l- to d-tamily,................... 279 ! 743 759 208 97 228 754 454
32 Multifumily,, ., 29 29 167 218 23 46 143 218
33 Commercial . : 320 218 156 190 96 151 133 72
34 Farm, ..o, ! 391 376 350 496 434 405 325 320

| i

35 Federal Housing and Veterans Admin, . . 3,338 ! 3,476 4,015 4,970 5,034 5,243 5,060 5,539
36 [-to d-family. ..., 2,199 ! 2,013 2,009 1,990 1 “)\)X 1,781 “1.731 1.736
37 Multitamily,..............ooino 1,139 1,463 2,006 2,980 3,125 3,462 *3.329 3 : 803
38 tederal National Morigage Assn., . ... 19,791 : 24,175 29,578 31,824 32,182 32,028 32,962 32,904
39 1-to 4-family............ .. 17,697 20,370 23,778 25,813 26,262 26,112 27,030 26.934
40 Multifamily.... 2,094 3,805 5,800 6,011 5,920 5,916 5,932 5,970
41 (’(I('rul land banks................ .. ©, 107 I ()7/ 14,863 16,563 17,264 17,978 18,568 i 19,127
42 ~to 4-family. 13 406 549 563 575 586 603
43 l-'zlrm ........................... 9,094 10 ‘148 13,457 16,014 16,701 i7, 203 17,982 18,524
44 Federal Hone Loan Morigage Corp... . 1,789 2,604 4,386 4,987 4,502 4,529 4,269 4,269
I-rod-tamily. ... .. . 1,754 2,446 4,217 4,588 4,247 4,166 3,917 3.889

4() Multifamily............. 0o e is 158 369 39y 355 363 352 380
47 Mortgage pools or trusts2. ... ......... 14,404 18,040 23,799 34,138 37,684 41,225 44,960 49,801
48 Government National Mortgage Assn. . 5,504 7,890 11,769 18,257 20,479 23,634 26,725 30,572
49 I- to 4-family, ... . 5,353 7,561 11,249 17,538 19,693 22,821 25,841 29,583
50 Muldfamily,....o..oooio oo 151 329 520 719 786 813 884 989
St Federal Home [oan Mortgage Corp.. . 441 766 787 i 1,598 1,999 2,153 2,506 2.671
52 l-to d-faily. . ...ooooiioo i 331 617 608 1 1,349 1,698 1,831 2.141 2,282
53 Multifamily, ..o 1o 149 149 | 249 301 322 365 g9
54 Farmers Home Admin.. . ............ 8,459 9,354 11,273 14,2543 15,206 15,438 15,729 16,558
55 1- to 4-family 5,017 5,458 6,782 9,194 9,516 9,670 9,587 10,219
56 Multifamily, . 13) 138 16, 298 542 541 535 532
57 Commercial . 867 1 1,124 1,473 . 1,948 2,122 2, 104 2,291 2,440
58 Farm. 2,444 2,664 2,902 2,846 3,026 J,I2"i 3,316 3.367
59 Individuals and others?................ 98,856 llZ 160 117,833 | 119,221 120,183 122,366 123,468 124,436
60 I-tod-family................. . 45,040 L2 53,331 56,378 57,312 59,024 60.454 61.378
61 Multifamily.. 21,465 21 ()87 24,276 22,017 21,738 21,533 20,540 19.910
62 Commercial . 19,043 21,303 23,085 22.48Y 22,259 22,195 22,100 22,044
63 Farm. ..o 13,308 15,763 17,141 18,337 18,874 19,614 20,374 21,104

1 Includes {oans held by nondeposit trust companics but not bank trust
departiments,

2 Quistanding principal balances of mortgages backing securities in-
sured or guaranteed by the agency indicated.

4 Other holders include mortgage companies, real estate investment
trusts, State and local credit dLLnLlL\ State and local retirement funds,
noninsured pension funds, credit unions, and U.S. agencies for which
amounts are¢ small or separate data are not readily available,

No1e.—Based on data from various institutional and Govt. sources,
with some quarters estimated in part by Federal Reserve in conjunction
with the Federal Home Loan Bank Board and the Dept. of Commerce.
Separation of nonfarm mortgage debt by type of property, il” not re-
ported directly, and interpolations and extrapolations where required, are
estimated mainly by Federal Reserve, Multifamily debt refers to loans on
structures of § or more units.



and travel and entertainment companies.

2 Mutual savings banks, savings and loan associations, and auto dealers,
3 Net change equals extensions minus liquidations (repayments, charge-
offs, and other credits); figures for all months are seasonally adjusted.
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1.55 CONSUMLER INSTALMENT CREDIT Total Outstanding, and Net Change
Millions of dollars
l 1476 | 1977
Holder, and type of credit 1974 1975 1976 ' ’ _ I
July Aug. Sept. Oct. | Nov. Lyec. + Jan.
Amounts outstanding (end of period)
TTotal oo ov s 155,384 | 162,237 : 178,775 | 168,674 | 171,160 | 172,918 | 173,930 175,333 | 178,775 | 177,975
By holder:
2 Commercial banks... ... + 75,846 78,703 85,379 81,930 82,961 83,714 84,152 84,278 85,379 ., 85,051
3 Finance companice * 36,208 36,695 : 3‘).642 38,026 38,398 38,575 38,809 39,129 30,642 39,605
4 Credit unions, ., 22,116 25,354 30,546 28,234 28,9506 29,600 29,711 . 30,083 30,546 1 30,410
5 Retailers! 17,933 18,002 19,178 16,660 16,911 17,012 17,205 + 17,726 19,178 18,093
6 Others2. .. oo it 3,281 3,483 | 4,030 3,824 3,934 4,017 : 4,053 i 4,147 4,030 4,156
By type of credit: , i X
7 Awtomobile. ... ... .. .0 000 50,392 | 53,028 60,498 1 57,659 58,665 59,270 59,717 ' 60,002 | 60,498 | 60,349
8 Commercial banks 30,994 31,534 35,313 33,877 34,414 34,70t | 35,009 35,095 35,313 35,284
9 Purchased...... 18,687 18,353 19,642 19,151 19,404 19,495 | 19,611 19,575 i 19,642 19,5606
10 Direct, ....... 12,306 13,181 15,671 14,726 15,010 15,206 15,398 15,520 i 15,671 15.719
11 Finance compani 10,618 11,439 13,059 12,573 12,748 12,808 12,901 12,957 13,059 12,973
12 Credit unions, ... . 8,414 9,653 11,633 10,749 11,024 11,270 11,311 11,442 11,633 11,579
13 Others. ..o ine 366 402 493 460 479 491 496 508 493 513
Mobile homes: ,
14 Commercial banks 8,972 8,704 : 8,233 8,384 8,379 8,340 8,294 8,254 8,233 8,140
15 Finance companie: 3,524 3,451 0 3,277 3,333 3,323 3,319 3,309 3,295 3,277 3,248
16 Home improvement. ... ..oo.0un.s 7,754 8,004 8,773 8,452 8,562 8,665 8,726 . 8,790 8,778 8,736
17 Commercial banks, . .......... 4,094 4,965 5,381 5,192 5,263 5,318 5,359 ! 5,388 5,381 5,340
Revolving credit: I
18 Bank credit cards. ............ 8,281 9,501 11,075 9,725 9,924 | 10,153 | 10,232 ' 10,329 | 11,075 | 10,996
19 Bunk check credit. ..., ... i2,797 | 2,810 3,010 | 2,835 | 2,870 | 2,922 | 2,933 2,935 3,010 | 3,031
20 Allother............ ... ciiee | 73,664 76,738 83,910 78,286 79,438 80,249 80,719 81,728 83,910 84,469
20 Commercial banks, total 200108 | 210088 22,368 | 21,9171 220112 | 221280 | 22,325 22,277 | 22368 | 22,254
22 Personal loan 13,771 14,629 15,606 | 15,148 | 15,308 | 15,450 | 15.532 15,517 | 15.606 . 15,569
23 Finance companices, | 21,717 21,655 23,178 21,983 22,192 22,316 22,409 22,748 23,178 23,319
24 Personal loans, ..., ... 16,961 17,681 | 19,043 18,079 18,275 18,371 18,509 18 773 19,043 19,002
25 Credit unions. , . . . | 13,037 14,937 | 17.993 16,635 17,060 17,438 17,505 + 17, 1706 17,993 17,915
26 Retailers, ... .. Lo 17,933 18,002 19,178 16,660 16,911 17,012 17,205 ! l7,72() 19,178 18.693
27 Others. ..o | 86Y 956 1,193 1,091 1,163 1,203 1,215 1,271 1,193 1,288
1 '
Net Lhangc (durmb pul()(l)-‘
28 Total ... ..o I 8,952 6,843 16,539 1,303 1,403 | 1,481 1,564 [,243 1,823 1.918
By holder: | ) | I
29 Commercial banks. ,............ | 3,978 2,851 6,678 | 619 518 6Y7 671 381 913 565
30 Finance companies, ! 806 483 2,946 | 264 169 233 317 245 364 481
31 Credit unions.,..... . 2,507 3,238 5,192 . 365 386 483 280 395 537 416
32 Retailers. . i 1,538 69 1,176 ! 116 183 24 263 98 64 249
33 Otherso.ooviiiiiiiin i ‘ 126 202 547 i --6l 148 45 33 124 --55 207
By type of credit:
34 Automobile..................... 327 2,631 7,470 556 621 605 528 477 1,013 75k
35 Commercial banks -508 535 3,719 327 377 376 350 221 652 418
36 Purchased. . o - 340 1,289 60 159 125 117 70 330 160
37 Direct., ... 198 878 2,490 267 218 251 233 151 322 258
38 Finance comp: - 100 821 1,620 108 62 28 177 98 146 99
39 Credit unions....... . 958 1,239 1,980 135 136 172 105 144 207 174
40 Other.oovoiiii i —-23 36 91 —13 46 28 —4 14 8 66
Mabile homes:
41 Commercial banks, . .......... 632 —2068 —471 —28 --35 -53 —56 —43 32 -43
42 Finance companies, .. ......... 168 --73 174 —9 - 16 - 16 —16 — 16 -16 — I8
43 Home improvement.............. 804 248 768 19 39 65 73 103 73 130
44 Commercial banks............ 611 271 416 22 25 43 44 55 54 36
Revolving credit:
45 Bank creditcards, ..., 0000, 1,443 1,220 1,576 174 86 166 12] 71 -33 28
46 Bank check credit,............ 543 14 199 27 -6 17 27 [ 7 41
47 Allother..............c.cciunns 5,036 3,072 7,172 567 714 698 834 645 747 1,023
48 Commercial banks, total . 1,255 1,080 1,180 101 71 148 183 72 199 85
49 Personal loans, ........ . 898 858 977 70 46 108 161 . 47 148 1ot
50 Finance companies, total.. . 803 —64 1,523 170 126 223 258 | 163 236 401
51 Personal loans, ..., . 479 717 1,362 143 106 198 237 16) 113 178
52 Credit unions. . o 1,473 1,900 3,056 220 240 297 166 239 313 227
53 Retailers. . .. L 1,538 69 1,176 tie 183 24 263 98 64 249
54 Others, .. -33 87 237 -3y 96 5 LS | 73 —66 60
1 Eixcludes 30-day charge credit held by retailers, oil and gas companices, NoTk.- Total consumer noninstalment  credit  outstanding -

scheduled to be repaid in a4 lump sum, including single-payment loans,
charge accounts, and service credit amounted 1o $39.0 billion at the
end of 1976, $35.0 billion at the end of 1975, and $33.4 billion at the end
of 1974, (.Tnmpurablc data for Dec. 31, 1977, will be published in the
Bulletin tor February 1978,
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1.56 CONSUMER INSTALMENT CREDIT Fxtensions and Liquidations
Millions of dollars
! !
! 1976 1977
Holder, and type of credit l 1974 1975 1976 . _
! 1 Aug, ‘ Sept. ‘ Oct. ] Nov, Dec, Jan.
| Extensions !
' I i i i .
FTotal oo e 160,008 163,483 | 186,221 - 15,685 15,775 16,055 15,763 16,702 16,870
By holder: i '
2 Commercial banks.............. 72,6058 77,131 1 88,666 . 7,487 7,546 7,618 7,486 8,182 7.546
3 ‘Inance companies, ... .. - 35,644 32,582 35,956 | 2,968 3.072 3,148 3, (H‘) ' 3,157 3.431
4 Creditunions........... 22,403 24,151 28,829 2,313 2,424 2,350 Z 398 2,688 2,683
5 Retailers?, . .27,034 27,049 29,509 2,548 2,463 | 2,073 2,467 2,480 2,775
3 Others oo i e 2,322 | 2,57() : 3,201 372 271} 266 350 194 436
1 . '
By type of credit:
7 Automobile. 43,209 48,103 55,807 4,712 4,769 4,587 4,632 5,264 4,940
8 Commercial banks 26,400 28,333 ¢ 32,0687 2,762 2,846 2,770 l 2,691 3,170 2,892
9 Purchased. . . 15,576 bos L7601 17,600 1 1,480 1,51 1,479 ¢ 426 1,723 1.544
10 Direct...... 10,830 12,572 15,087 . 1,282 1,335 1,291 1,268 I 1,446 1.349
1 Iinance companie 8,630 9,598 11,210 ! 937 891 | ‘)()4 927 992 - 964
12 Credit unions. . . 7,748 9,702 11,336 928 | 963 ! 875 957 1,051 | 974
13 Others. .. ..o oi i 385 470 1 574 84 . 69 37 57 51 110
I
Mobile homes : i
14 Commercial banks 3,486 2,681 2.44Y - 186 200 ¢ 178 207 267 198
15 linance companies, . , . ! 1,413 771 | 690 54 53 l 59 54 53 S0
. 1 . !
16 Home improvement.............. 4,571 4,398 5,034 400 434 | 463 464 i 461 494
17 Commercial banks. ., .......... 2,784 i 2,722 0 3,036 242 266 282 276 288 262
Revolving credin : | X
18 Bank credit cards. . ........... 17,096 20,428 25,481 2,183 2,165 2,198 2,181 2.217 2,117
19 Bank check credit. ............ 4,227 4,024 4,832 | 413 375 413 410 420 462
200 AU OhOr. .o C86,004 83,079 1 91,928 7,737 7,779 8,158 7,415 ° 8,015 8,612
21 Commercial banks, total, \ 18,599 . 18,944 20,182 . 1,702 - 1.693 ~ 1,717 ¢ l, 721 1,815 1,618
22 Personal loan . 13,176 | 13,386 14,461} 1 1,197 i 1.193 1,286 ¢ ,238 1,317 1,213
23 Finance comp ! . 25,316 | 22,135 24,014 ; 1,970 [ 2,125+ 2,182 2,072 © 2,108 2,413
24 Personal loans. .. ..... 16,691 T 17,333 19,610 | I 1607 i 1,745 1,776 1,696 | 1,688 1,787
25 Credit unions......... 14,228 13,992 16,911 | 1,338 - 1.410 1,426 , 389 | 1,582 | 1,650
26 Retailers..... ...t T27,034 27,049 29,569 H 2,548 2,463 2,673 2,467 1 2,480 2,775
27 Others. .o ! 827 959 1,253 1 180 - 87 100 | 166 ! 30! 151
1
Liquidations!
28 Total..............oviiii 151,056 | 156,640 | 169,682 . 14,282 | 14,294 14,491 14,520 | 14,879 | 14,952
By holder:
29  Commercial banks.............. 68,630 74,280 81,988 - 6,970 6,849 6,947 I 7,105 7,269 6,981
30 Vinance companies. . ......... . 34,838 32,099 33,010 2,796 2,83 1 2,831 . 2,814 2,793 2,949
3 Credit unions.... 19,896 20,913 23,637 1,927 1,941 ! 2,070 2,000 2,151 2,267
32 Retailers2.,.. 25,496 1 26,980 28,393 2,365 2,439 2,410 2,369 i 2,416 2,520
33 Others® . 2,196 2,368 2,654 Q 224 226 233 232 ¢ 2449 128
By type of credit:
34 Automobile. . o oo i 42,883 . 45,472 | 48,337 4,090 4,165 4,059 4,155 4,250 4,183
35 Commercial banks. ... 26,915 27,798 28,908 2,385 2,470 2,420 2,470 2,517 2,474
36 Purchased, , 15,886 16,101 16.311 1,321 1,386 1,363 | 1,356 [.393 1,384
37 Direct. .. 11,020 0 11,697 1 12,597 1,004 1,084 1,058 i 14, 1,124, 1,00
38 Finance com S, 8,730 - 8,777 9,590 874 862 827 ! 829 840 866
39 Credit unions.. .. .. . 6.830 8,463 9,356 792 791 770 813 843 800
40 Others, ... ooviieiiiniinanes 408 434 483 39 42 42 43 43 43
Mobile homes: . ! . i
41 Commercial banks. . .......... 2,854 2,949 2,921 22 - 253 | 213 250 234 238
42 Finance companies. . .......... 1,245 | 844 864 70 - 69 74 70 70 67
43 Home improvement.............. 3,767 4,150 ;4,266 361 ; 369 390 360 388 364
44 Commercial banks. . .......... H 2,178 ‘ 2,451 | 2,620 216 223 239 221 234 . 227
Revolving credit: . ) H :
45 Bank creditcards, . .........,. 15,655 19,208 23,905 2,097 2,000 2,074 2,110 2,250 2,089
46 Bank check credit............. 3,684 4,010 4,632 419 358 386 404 419 421
| .
47 All other. . oo i 80,969 80,007 84,757 7,023 7,081 7,274 7,170 i 7,268 7,590
48 Commercial banks, total. | 17,345 17,864 19,002 1,631 1,545 1,594 1,649 | 1,615 | 1.533
49 Personal loans. ., ...... 12,278 12,528 13,486 0S80 - 1,085 1,125 191! 1,169 L1t
50 Finance companies, total, 24,513 1+ 22,199 22,491 |, 844 1,902 1,924 1,909 1,872 | 2,012
51 Personal loans. ....... 16,212 16,616 | 18,248 1,501 1,547 1,539 . 1,535 1,575 1 1,608
52 Credit unions. 12,755 | 12,092~ 13,855 1,098 13, 1,260+ 1,150 1,268 © 1,429
53 Retailees., .. L. 25,496 1 26,980 28,393 2,365 2,439 1 2,410 2,369 2,416 2.526
54 Others. . ... oo iiiine. 860 85 82 86 93 DI 90

872 1.016

! Monthly figures are scasonally adjusted.
2 Fxcludes 30-clay charge credit held by retailers, oil and gas companies,
and travel and entertainment companies,

3 Mutual savings banks, savings and loan associations, and auto dealers.
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dollars; half-ycar data are at scasonally adjusted annual rates

!
2

ARt =S S XN b

Transaction category, or sector

NONFINANCIAL SECTORS..............

Excluding equities . ... .00 00 oo :

By sector andfor instrument:

U.S. Govtoo o ovln
Public debt s es. ...,
Agency 1\\11‘" and mortgages

Corporate equitic
Debt instruments
Private domestic nonfinancial sectors
Corporate equities. .............
Debt instrinnents
Debt capital instruments. .
State and local obligation
Corporate bonds, ............. ..
Mortgages: |
Home...........oooviiinn
Multifamily residential.. . ..., ..
Commercial . .......... 0000
Farm...........

Other debt instruments
Consumer credit . ...

Bank loans n.e.c.....

Open market paper.

RSN O0IE 56 W De Ny P 2T L 2 e €

=Y

=4

Other............ 5

By borrowing sector. . ... 0 0o Vo2t

State and local governments. . ...... I 17.8

Households. . ... ..ot 42.1

Farm................ 4.5

Nonfarm noncorporate. 0.3

Corporate, . ...oooviv i 46.4

FOrCiBn. et e e e i 5.2

Corporate equiti .

Debt instruments 5.2

Bonds....... 9

Bank loans n, . 2.1

()pm market p.\pur .......... A

L Gov loans, .o 1.8

Mimo: U S ‘Govt. cash balance. .1v. .o .00 ! 3.2
Totals net of changes in U.S, Govt. cash |
balance: |

Total funds raise i 147.8
By US. Govieo.o oo ' 21.6

FINANCIAL SECTORS .. ............ ... . 17,0

Hy inslrumcm: '
GS Goveorelated oo oo 5.9
Spons()rml credit agencies. .. ... |8
Mortgage pool securities., . ... .. 4.8
Loans from U.S. Govt.. .......

Private financial sectors, . ..., ... . 1.1
Corporate equities., ... ........ 3.5
Debu instruments . . .. 7.6

Corporate bong . 3.8

Mortgages. ... . 2.1

Bank loans n.c.c. . 3.5

Open market paper and Rp’ : .9

Loans from FHLB’s,...... A =2
By sector:

Sponsored credit agencies, ... 1.1

Mortgage pools. ........ ... ... 4.8

Private financial secto 1.1
Commercial banks . . 2.4
Bank affiliates.......... —.4
Foreign banking agencies . 1.6
Savings and loan ussociutiuns -.1
Other insurance compani 6
I m.mu, companies. . 2.7
REIT'S. ... 2.9
Open- md investment companics 1.3
Money market funds. .............. . oo

ALL SECTORS, by instrument............. 168.1

Investment company shares. ....o.oooan |

Qther corporate equities, N 13

Debt instruments ... ... . 153

Govt, seeurities. .. .. 30
Smu and Jocal obligations . 17
Corporate and foreign bonds 23
MoOrtgages. .. oovvven..n 52
Consumer credit . 11

Bank loans n.e.c..
QOpen market paper and Rp's
Other [OANS . . .o i e

Nelouuuanaw

ae

LEX_CDARNUR NExxoANLADLN

WACOTARO B—XWMN

aro

ChomoxppdaL 'c

|

i ' 1975 1976
{973 1974 ’ 1975 1976
i Hi l H2 ‘ ni H2
197.6 | 188.8 - 210.4 | 257.7 184.2 236.5 238.3 | 277.2 |
19000 | uss.0 20003 | 24737 173.8 _7.25.9, 247 | 26979 2
|
8.3 12.0 852 63.9| 808 896 71.7| 66.2 3
790 120 85.8 6.1 | 82.0 8.7  71.8| 66.5 4
4 * —60 —2 | ~1.2 -l 1 45
1894 | 176.8 125.2 | 8RB | 1034 1469  166.6 | 2110 &
7.7 3§ 100 1005|105 96 136 7.3 7
181071 30, usit!l i3l o e3lol 13703 1830|2037 8
1831 | 161.6 " 112.2 168.5° 94,9 | 1204 1511 | 185.8 9
7.9 41, 9.9 1001 1037 9.5 133 6.9 10
1753 | 157.5 0 1023 158.4 846 10909 137.8 | 1789 11
106,71 w125 101.3 1220 97.5 1050 110.6  133.4 12
16.3° 196 | 173 182 162 184 17.91 186 13
92 97| 2720 237 334 2100 I 2007 267 14
|
46.4  34.6| 40.8] 591 335 48.1| S35 64.8 (S
10.4 7.0 =01 i3 . —2 7019 16
15.9 | 1501 10.9| 128 8.7 131 119 13,7 17
5.5 50 5.2 69 5.6 4.8 60| 7.8 18
68.6 | 6.3 10 36,4 287 4.8 27.2| 455 19
21.7 98 8.5 2005 1.1 16,0 19.4| 216 20
348 - 26,20 ~14.5 22| 235 55 12,9 | .6 21
2.5 6.8 —2.2 35 2| -42, 2| -13 22
9.6  13.5 ’ 9.1 14.6 9.7 851 12,6 16,5 23
1830 161,61 1122, 168.5 949 | 129.4 . IS | i85.8 24
4.8 . 18.6 ' 1497 (7.7 13.9| "is9 . 162 | 163 25
7305 | 452 497 | 802 39.0| 6041 71.9| 885 26
9.7 7.6 94| 127 9.4 94 (1.9 135 27
23 67 1.2 4.7 8 320 38| 5.7 28
729 83l 3700 530, 35| 40060 473 | SBB 29
6.2 15.3 130 20,3 851 17.4 15.4 | 25.2 30
-2 -2 o 4 a1 N 3 43
6.4 155 128 2000 &gl a7a o usir| 248 32
1.0 2.1 6.2 8.8 5770 6.7 73| 1003 33
281 47 4.0 5.0 6 1.4 38| 6.1 23
9 7.1 . 2.5 -2 1.0 ; .8 4.2 35
17 1,61 2.8 3.7 3.3 22 32| 4.2 36
1.7 -4 29 208 5 52| | -sa 37
199.3  193.4 | 207.5 254.9 1837 | 231.3 | 227.2 | 282.6 38
99 (66| 823 66.1 803 844 &06| 71.6 39
56.7 | 43.0 | 14.8 294 14.4 153  30.5| 28.3 40
199 23| 135 174 10 13| 180 6.9 41
16.3| 16.6 2.3 204 1.4 33 3.9 9 42
36 s;g| 1003 1s2| s 92 142] 162 43
! 7 Bl =2 1.1 6 |~ 4
R 9 1.3 1o 4 20| 124 113 4s
15 1.0 1.2 7 1.2 1.2 B 1 46
153189 a2~ 1o 12| 1 a7
35 21 2.9 57 2ls 33 7.2 43 a8
12 <103 2.3 2.0 1.2 3.4 1.2 2.8 49
140 75 =309 ‘ -39 47| -32 28] -29 50
1.8 39 . 2.8 93 7.6 —1.9 8.7 9.9 51
72 671 -30 200 -7 —l6| -23|-1.7 52
.
! .
16.3 1731 3.2 2.2 .5 4.0 3.9 7053
3.6 SR 1003 152 | 41 92 142} 16.2 54
3.8 199 1.3 119 i 201 124 14 s
8.1 —1.1 1.7 9.3 571 =23 11.9] 6.8 56
202 3.5 3-8 9 { T3 a3 -3 0§57
501 201 =3 =5 .9 2 -1l 5 5
6.0 63| —21 s 78 36 -7 B 59
5 K 9 1.0 .9 1.0 1.0 1.0 60
9.4° 4.5 7 si4| -8 2.1 6.6 4.3 61
6.5 1.1 —1.9 14| --tl6| 2220 17| 1.0 62
-2 s 8 -9 1.5 N | -7 63
........ C240 13 -3 206! x -7 2 64
254.3 0 231.8° 225.2 | 287.1! 198.6 251.8 | 268.7 | 305.5 65
1.2 .5 .8 9. 1.5 al ol =7 66
1004 . 5.4 104 1201 1002 1007 a5l 9.1 67
24520 227.0 214.0 ' 2759  187.0  241.0 | 254.8 | 297.1 68
28:3 1 34’5 T98I0| 8616 | 936 | 102.4| 899 #3.4 69
1631 1906  17.3| 1827 6.2 14| 17.9| 186 70
13.6 | 239 363 | 38.2| 46| 310 35.2| 413 7
7909 | 60,5 59.0| B82.0| 49.1| ev.0| 72| 908 72
20,70 9.8 g.51 2005 11| 16.0! t9.4] 216 73
516 384, —14.4 - 1.1 2706 127 119 Tols 74
15.2 17.8 5153 6.2 —s.1 177 12.8 75
18,5 2205 ( 87, 61 6.8 107 13.5| 188 76

Noti.—TFull statements for sectors and transaction types quarterly, and

annually for flows and for amounts outstanding, may be obtained {rom

Flow of Funds Section, Division of Research and Statistics, Board of
Governors of the Federal Reserve System, Washington, D.C. 20551,
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1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CRFDIT MARKITS
Biliions ol dollars, unless.notedwothermine ; half-year data are at seasonally adjusted annual rites
]
l , I ! I , 1975 , 1976
Transaction category or sector l 1971 l 1972 l 1973 \ 1974 I 1975 1976 I - T
‘ ’ ’ ! ’ H2 Hi / H2
1 ‘Total funds advanced in credit markets to \ l |
nonfinancial SeCtorS. .o oo eneina I 139.6 166.4 l 190.0 l 185.0 ’ 200.3 ‘ 247.3 ;: 173.8 } 226.9 224.7 1 269.9 1
By public agencies and foreign: : (
2 Total net advances. .. .ooooooo oo 43.4 9.8 ' 34.2 [ 52.7 . 44.2 54.5 5.9 36.6 50.8 | 5.3 2
3 UK Govloseeurities, o oo oo 4.4 7.6 9.6 1 11.9 22.5 25.6 32.6 12.4 26.6 24,7 3
4 Residentia)l mortgag 7.0 l 7.0 8.2 14.7 16.2 12.7 5.9 16.5 11.1 14.4 4
5 FHLD advances to S&L.'s. .. -2.7 1 d 1.2 6.7 -4.0 - 2.0 ~7.3 —.6 ~2,3 - 1.7 5
6 Other loans and securities, .. ..o o oo, 4.6 51 9.2 | 19.5 9.5 18.1 0.6 8.3 15.4 20,9 o6
‘Totals advanced, by sector i
7 US. GOVt i i 2.8 1.8 2.8 9.8 15.1, 10.7 14.9 15.2 5.9 15.5 7
8  Sponsored credif agencies. . ... oL 5.2 ) 9.2 ] 21.4 25.0 14.5 20.3 15.9 13.2 20,0 20.6 8
9 Monetary anthorities 8.9 A 9.2 6.2 8.5 9.8 7.0 10.1 13.6 I 6.1 9
10 loreign........... oo 26.4 8.4 7 11,2 6.1 13.81 14.2 - 2.0 1.4 16.1 10
11 Agencey borrowing nat mdudcd i line 1, 5.9 §.4 19.9 23.1 13.5 17.4 4.0 13.1 18.0 16,9 1l
Privare domestic funds advanced
12 Total net advances 1002, 1 155.0 175.7 155.3 169.6 = 210.2 135.9 203.4 1919 | 228.4 12
13 U.8. Govl. seeuritic --3.7 16.1 18.7 22.6 75.5 61.0 61.0 90.0 63.3 : 58.8 3
14 State and local ()h||l..‘lll()llh ............ 17.8 15.4 - 6.3 19.6 (7.3 18.2 16.2 18.4 17.9 8.6 4
15 Corporate and foreign bonds. ......... 9.8 13.1 10.0 20.9 A28 3.5 38.9 26.7 27.0 5.9 15
16  Residential mortgages., .. oo iv oo, 3.2 48.1 48.5 | 26,9 24 .4 47.6 17.7 RIEE 43.1 52.1 16
17 Other mortgages and loans . 5.0 62.3 89.3: 71,9 15.7 49.9 - 5.2, %.5 38.4 ol.4 17
18 Lass: PHLB advances. ..o oo i -2.7 * 7.2 6.7 4,0 -2.0 ~7.3 6 --2.3 1.7 18
Private financinl intermediation ‘ ! )
{9 Credis marker funds advanced by private i ' !
Sfinancial ingtititions, ..o 000 00 109.7 ' 149.4 163.8 126.2 116.0 168.2 - 97.7 134.3 141.3 | 195.1 19
20  Commercial banks. . . 50.6 70.5 86.5 64.6 27.6 42.6 13.5 41,7 20.8 64.5 20
21 Savings institutions 9.1 47.2 36.0 27.0 51.0 2.3 49.8 2.2 1.1 73.5 21
22 Insurance and pension funds 14,2 17.8 23.8 30.1 39.3 46.5 36.4 42.3 44.3) : 48,8 22
23 Otherfinance, oo v i | 5.9 13.8 - 7.4 4.5 --1.8 6.7 - 1.9 1.8 5.1 8.3 23
24 Sonrces of funds. ... o o0 oo .97 149 .4+ 163.4 126.2 + 116.0 168.2 - 97.7 l 134.3 141.3 | 195.1 24
25 Private domestic deposits . 89.4 100.9 86.4 09,4 90.5 108.1 90.3 90.6 | 88.8 ) 127,3 25
26 Credit market borrowing......... 7.6 18.0 35.3 1 18.9 .1 1.2 ( - .8 1.0 12,1, 10,3 26
27 Other SOUrces. ... oo .6 30.5 424 37.8 25.4 48.9 8.2 42.7 40 .4 57.5 27
28 I'oreign funds. . .9 5.3 6.9 14.5 " 4 4.9 - 5.7 5.0 2.1 7.6 28
29 Treasury balances. ... ool .20 .7 -1.0 5.1 1.7 .2 - 3.5 .1 1.8 -4.1 29
30 Insurance and I““'ﬂ”“ ------ . i 1.6, 18.4 26.0 29.9 5.0 27.4 32,5 33.6 37.6 30
31 Other,net oo e N 12.8 17.8 2.4 .24 %.6 101 5.2 9 16.4 31
Private domestic nonfinancial investors ' ‘
32 Direct lending i credit warkets, oo * 21.6 47.2 40,8 53.7 53.1 37.4 70.1 62.7 43.7 3
33 U.S. Govt. securities. .. ... .8 4.2 9.4 1 17.9 23.0 22.4 5.0 41.0 28.3 - (6.5 33
34  Stare and local obligations. . .5 3.1 7.5 12.2 9.9 6.5 10.3 9.6 7.1 5.9 34
35  Corporate and foreign bonds .3 4.2 .9 5.3 10.4 5.9 12.9 7.9 6.4 5.4 35
36 Commercial paper......... N 3.0 12.5 4.6 3.1 6.3 3.5 2.7 9.4 3.2 36
37 Other. ... e 2 9.1 6.9 8.1 7.3 12.0 5.6 8.9 1.6 12,6 37
AR Deposits and currency. oo 00 0 oo 928 105.3 90.3 75.7 96.7 115.8 9s5.7 97.7 93.0 | 138.5 38
39 Time and saving accounts, . .00 79.1 831.7 76.2 67.4 84.8 105.6 75.0 94.7 ! 85.11126.0 39
40 Large negotiable CI's. oo o0, 7.7 8.7 18.4 23.6 9.7 1 —15.1 -22.3 2.9, -23.0 7.4 40
41 Other at commercial ban 3.8 29.7 ! 29.4 21.4 35.4 51.5 34.4 36.4 - 42.1 6(0.9 41
42 At savings institations. . ..o L 39.6 45.4 1 38.4 22.4 59.2 69.2 63.0 55.4 66,0 72.4 42
3 Money.......... 13.7 7 21.6 4.1 8.3 1.9 10,27 20.7 3.0 7.9 12,5 43
44 Demand depos 10.4 17.2 10.2 2.0 5.7 2.5 15.3 —4.0 3.7 1.3 44
45 Currency ., . ..ov. .. 3.4 4.4 3. 6.3 6.2 7.7 5.4 7.1 4,1 11.2 45
46 'Total of credit m.lrkcl instr., dcpuslts, and
CUITEICY L L vt v i e it iee et 92.9 129.0 137.5 123.7 150.4 168.9 133.1 167.8 155.7 | 182.1 46
47  Private support rate (in percent). ..., ' 3.1 11.9 18.0 28.5 22.1 22.0 29.9 (6.1 22.6 21.6 47
48  Private financial intermediation {in percent) ;. 107 .4 96.4 93.2 81.2 68.4 80.0 7.9 66,0 73.6 85.4 48
49 Total foreign funds. .. ......... ... 22.5 13.7 - 7.6 25.7 5.7 18.6 8.5 3.0 13.5 23.8 49
MEMO: Corporate equities not mdudul above : {
50 Total net issues., , . . e 15.0 3.3 9.2 4.9 1.2 | 1.2 11.7 10.8 14.0 8.4 50
51 Mutual fund shares. . 1.3 s -2 =i 81 0 1.5 A | o7 osi
52 Otherequities. .. o.o.vve e 13.7 (3.8 10.4 5.4 10.4 ;0 12.1 10.2 10.7 - 15.1 9.1 S2
53 Acquisitions by financial institutions. , ..., .. 17.8. 15,3 3.3 5.5 8.3 10.4 9.2 7.4 11.8 9.1 33
54 OURCT NCU PUECRASES « v e vveecnronnntns 209 =2 an S 2.9 { 8 2.4 34 2210 6 54
NOTES BY LINE NO. 29. Demand deposits 8t commercial banks.,
1. Line 2 of p. A-44. 30. Excludes net investment of these reserves in corporate equities.
2. Sum of lines 3.6 or 7--10. 31. Mainly retained earnings and net miscellancous liabilities.
6. Includes farm and commercial mortgages. 32, Line 12 less line 19 plus line 26.
11. Credit market t‘unds raised by Federally sponsored credit agencies. 33-37. l.ines 13.-17 less amounts acquired by private finance. Line 37

Included below in lines 13 and 33,
security issues backed by mortgage pools.

Includes all GNMA-guaranteed

12, Line 1 tess line 2 plus line (1. Also line 19 less line 26 plus line 32.
(

and 44,
sial mortgages.

Also sum of lines 27, 32, 3
17. Includes farm and comme
25. lines 39 plus 44,
26.

28.

line 18.

Excludes equity issues and investment company shares.

Includes

Foreign deposits ot commercial banks, bank borrowings from foreign

branchies, and liabilities of forcign banking agencies to foreign af-

filiates.

includes mortgages.
45. Muinly an oftset to line 9.
46. Lines 32 plus 38 or line 12 less line 27 plus line 45.
47. Line 2/line 1.
48. Line 19fline 12,
49. Lines 10 plus 28.
50, 52. Includes issues by financial institutions.
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2,10 SELECTED MEASURLES OF NONFINANCIAL BUSINESS ACTIVITY

1967 - 100 cxsaptmetread . monthly and quarterly data are seasonally n(ljuslcd‘
! 1976 1977
Measure 1974 19757 | 1976 |_ o . . N
H , . ) |
i | July ! Aug. Sept.  Oct, | Nov.”  Ded. Jan.# lich. ¢
I Industrial production. .. ... .o v i 129.3  117.8 | 129.8 } 130.7 | 131.3 ! 130.8 | 130.4 | 1318 133.0 ! 131.9 . 133.2
Market groupings: ! ' ~
2 Products, total 129.3  119.3 1293 1298 | 130.3 | 129.7 | 129.6 | 131.7 133.8 , 133.0 1 1341
3 Final, total. ... 0L 125,10 118.2 7 127.3  127.6 | 128.3 | 127.4 i 127.4 129.8 132,31 130.9 ~ 131.9
4 Consumer goods, ., , . 128.9 1240  136.8 136.8 | 137.5 ' 136.2 © 136.9 | 1391 - 142, 1 - 140.2  140.9
S Equipment.......... 1200 1102 114.3 1149 [ 1157 1 115.2  [14.4 | 116.9 . 118.8 117.9 (19,5
6 Intermediate, ... ....... o 13503 12301 136,90 137.6 | 137.8 0 138.7 1383 | (38,8 | 139.7  140.6  142.0
7 Materials.. o oo 1324 15,5, 130.5 . 132.2 ] 133,0 132,55 1316 1 1309 - 132.1  130.2 | 131.7
Industry groupings: i . l
Manufacturing. covo o e 1294 116.3 ] 4013000 13t I 130,7 1299 1349 1327 ) 13,30 15207
Capacity utilization (per cent)! in: ! ! | | I
9 Manufacturing, .. ..ooo i 84,2 , 73.6 8Ot 80.9 = 8.1 80.4 « 79.7 - 8G.8 i r8i.1 . rB0.Q { 80,7
10 Industrial materials industries............ ... 87.7 73.06 80.3 81.2 81.6 81.0 80.3 80.3 ' 180.2 | r78.9 | *79.6
11 Construction Contracts2. ... oo iiinee.an. 173.9 1 162.3 I 190.2 ' 186.0 186.0 182.0 ; 237.0 186.0 _183.0 - 203.0 .......
12 Nonagricultural employment, totald...............[ [19.1 ‘ 116.9 : 120.6 | 120.7 ‘ 120.9  121.4 { 120.2 ; 121.6 ’ 122.0 | 122.3 . 122.7
13 Goods-producing, total. ., ..o o .. .2 96.9 | 100.3 | 100.3 1 100.2  100.8 | [00.2 ] 100.9 7 101,0 , 101.3 101.7
14 Manufacturing, 1otal, . ... iaa i Iy 94.3 51 97.4 97.6 98.2 97.4 98.0 98.2 1 98,81 98.8
5 Manufacturing, production-worker . i 91.3 95.2 95.2 95.2 96. 1 94.9 95.6 95.7 1 96.5 | 6.6
16 Service-producing. . oo v i 1 127.8 .7, 131y ‘ 132.2  132.6 , 132.7 1329 1335 © 133.8 ; 1342
) ) :
17 Personal income, total* Jir199.4 Tr2g0.1 r220.4 r221.1 f222.1 !’224.‘) 1226.8 I'ZZ‘) 7 r230.3
18 Wages and salary disbarsements... ... L 4r178.9 rI88.7 r208.3 r206.6 |’2(l8.8 r209.9 v211.3 [7213.2 “r217.6 .'218.7 .
19 Manufacturing. .. ... e r157.6 ;r157.9 |'l7().7 yTI77.05 Tr178.1 17809 T17901 Tr182.4 r184.1 185,38
20 Disposable personal income, ..o 180.5 | 198.5 r218.2 ....... 217.0 ( ....... l ....... L E. P R R PP
21 RetailsalesS . oo i 171.2 | 186.1 ‘ 206.5 | 205.4 | 208.8 - 206.7  206.7 212.3 | 221,22 | 216.2 | 220.0
Prices:o i : |
22 Consumer.. . ... . e e 47.7  161.2 1705 1710 1709 5 (72,6 | (73,3 173.8 l74. 1753 | ...
23 Wholesale, ... e 160.1  174.1 182.9 ~ 184.3 l 183.7 l 184.7 | 185.2 185.6 187, [ 188. () 190.0
. . | '

1 Ratios of indexes of production to indexes of capacity. Based on data
from Federal Reserve, McGraw-Hill Economics Department, and De-
partment of Commerce.

2Index of dollar value of total construction contracts, including
residential, nonresidential, and heavy engineering, (rom McGraw-Hill
Informations Systems Company, F, W. Dodge Division,

3 Based on data in Employment and Earnings (U.S. Dept. of Labor).
Series covers employees only, excluding personnel in the Armed Forees,

4 Based on data in Survey of Current Business (U.S. Dept. of Com-
merce). Series for disposable income is quarterly,

3 Based on Bureau of Census data published in Survey of Current
Business (U.S. Dept. of Comumerce).

6 Data without scasonal adjustment, as published in AMonthly Labor
Review (U.S. Dept. of Labor), Scasonally adjusted data for changes in
the price indexes may be obtained from the Bureau of Labor Statistics,
U.S. Dept. of Labor,

7 Bureau of Labor Statistics revised these tigures back to July 1975,

Nore.—Basic data (not index numbers) for serics mentioned in notes
3, 4, and 5, and indexes for series mentioned in notes 2 and 6 may also be
found in the Survey of Current Business (U.5, Dept, of Commerce).
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2,11 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION

Seasonally adjusted

Capacity and Manpower

A47

1976 1976 1976
Series .
|
Q1 Q2 [OX] Q4 ‘ QI Q2 : Q3 Q4 Ql ‘ Q2 Q3 ‘ Q4
Quiput : Capacity Lulization ratle
(1967 == 100} | (per cent of 1967 output) (per cent)
| !
| Manufacturing. ... ..ot 126.7 129.4 ! 1361 1303 | 160.4 1 161.3  162.3 | 163.2° 79.0 | 80.2 80.8 80.4
2 Primary proces 23 136.6 | 13903 138.7 | 166.2  167.5 | 168.8 * 170, 1 §0.2 1 r81.6 82.5 8l.6
3 Advanced processing. . ..ol | 1229 125.2 | 126.3 127.4 | 157.2 158.0 | 158.8 159.06 78.2; r79.3 79.6 79.8
4 Materials. . ... 127.0 | 130.3 ~132.6 17131.7 | 160.6 | 161.7 163.1 164.3 | 779.1 l 80.6 81.3 80. ¢
5 Durable goods 120.8 | 126.1 130.7 128.3 " 164.4 ! 165.5 166.7 ! 167.8 73.5 0 76.2 78.4 | 76.4
[§] Basic metal. 103.7 | 1ne.8  117.1 ; 108.2 | 142.4 143.1 143.7 | 144.4 72.8 77.4 . 8I.5 i 74.9
7 Nondurable L,()()d\ 145.0 " 146.9 | 146.6 1 v147.2 | 169.4  1701.0 - 172.5 | 174.1 &5.6 85.9 | 85.0 84.6
8 ‘T'estile, paper, and chemical 150.2  151.6 ' 151.2 |"15|.‘) 176.5  178.3 , 180.1 182.0 85.1 | R5.0 ¢ 84.0 83.5
9 ln,\tll(. ...................... 116.5  (15.5 114.4 | 1.4 1 138.2 139.0 | 139.8 | 140.6 84.3 RN 81.8 r79.2
10 Paper. ..o s IZX.‘) 132.5 1319 130.7 1 144.6  145.7 | 146.7 - 147.9 89.1 90,9 89.9 88.4
1 Chemical P 173.6  175.3 7175.2 178.3 206.2 208.7 | 211.2 213.7 84.2 84.0 82,9 | r83.4
12 Energy. ..o 19,6 120.0 r119.8 120.8 - 140.3 141.5 | 142.7 1439 85.3 84.8 84.0 83.9
2,12 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data are scasonally adjusted oxeapiiousdiaiad.
‘ 1976 1977
Category 1974 1975 1976 I I R
‘ I i . Aug. Sept. ! Oct. . Nov. Dec. Jan I'eh,
—_— —_———— - - . ' ' . ' - .I_ l - - = - e
Household survey data
I Noninstitutional population!. .. ... .. 150,827 153,449 ~ 156,048 | 156,367 | 156,595 | 156,788 l 157,006 | 157,176 ¢ 157,381 157,584
2 Labor foree (including Armed . '
S Forees)T.o. oo 93,240 94,793 i 96,917 97,498 97,387 | 97,449 98,020 98,106 97,649 98,282
3 Civilian labor force. ... ... ... 91,011 92,613 ! 94.773 * 95,351 95,242 95,302 I 95.871 95,960 95,516 96,145
Employment:
Nonagricultural industries2. .. .. 82,443 81,403 | 84,188 84,462 84,516 84,428 84,972 ' 85,184 85,468 85.872
5 Agriculture.. ... .. Lo 3,492 3,380 3,297 3,372 3.278 ¢ 3,310 ! 3,248 | 3,257 3,090 ¢ 3.090
Unemployment: . ; . I
6 Number...ooovoi i 5,076 7,830 | 7,288 | 7,517 ! 7,448 7,564 - 7,651 7.517 6,958 7.183
7 Rate (per cent of civilian labor ! i ' |
Jorceyo oo ool 5.6 8.5 7.7 ; 7.9 7.8 7.9 8.0 7.8 7.3 i 7.5
8 Not inlaborforce. . ............... *57,587 | 58,655 59,130 \ 58,869 59,208 §9,339 58,986 59,071 59,732 ‘ 59,302
. |
Fstablishment survey data
9 Nonagricultural payroll employment 3 78,413 | 77,050 I 79,443 | 79,618 79,918 79,819 | 80,106 180,344 | '80,559 | 80,818
10 Manufacturing. ... . ... 20,046 18,347 18.958 18.979 19,100 18,941 19,065 | 719,095 | 719,212 19,212
11 Mining. ............ 094 745 783 752 798 ! 800 80S 808 817 832
12 Contract construction, . 3.957 3,515 3,593 . 3,579 3,565 3,582 3,619 13,605 0 71,545 . 3.614
13 ‘Transportation and publu utilities 4,696 4,499 4,508 4,501 4,528 © 4,506 4,519 4,553 r4 549 4.562
14 Trade 17,017 16,997 17,694 17,764 17,839 1 17,824 17,808 717,898 | r17,985 | 18,102
[s Finance. 4,208 4,222 . 4,315 . 4,312 4,338 4,359 4,381 © 74,403 r4,425 4,440
L6 Service 13.617 | | 14,008 14,645 - 14,751 14,798 \ 14,819 14,873 |, 714.936 | 15,007 15,059
17 Government 14,177 © 15,954 | 14,947 15,122 15,095 15,130 15,036 | 15,046 | "15,019 14,997

I Persons 16 years ol age and over. Monthly figures, which are based
on sample data, relate to the calendar week that contains the 12th day;

annual data are averages of montnly figures.

By definition,

scasonality

does not exist in poputation figures, I'rom Employment and Earnings (U.S.

Dept. of Labor).

2 Includes selt-employed, unpaid family, and domestic service workers.

3 Data include all full- and part-time employees who worked during,
or received pay for, the pay period that includes the 12th day of the
month, and exclude proprictors, self-employed persons, domestic servants,
unpaid family workers, and members of the Armed Forces. Data are
adjusted to the February 1977 benchmark. From Fmployment and Farn-
ings (U.S. Dept. of Labor).
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2,13 lNl)USTRlAL PRODUCTION

March 1977

Unlgseait tedghigiisare jndexes-(1967 - 100, monthly data are seasonally adjusted
1
Po1967 1975 l 1976 1976 I 1977
Grouping | pro- 19769 - -
por- aver- \
tion age Dec, Jan, Aug. | Sept. Oct. . Nov." e, Jan.? | Feb.®
|. . ! o —. ) R ’ - —
Major market groupings
1T Totalindex .. ..., 100.60 * 129.8 124.4 1257 131.3 130.8: 130.4 131.8 133.6 131.9 | 133.2
' i
2 Products. ..o 60.71 - 129.3  124.9 126.0 130.3 129.7 | 129.6 131.7 133.8 133.0 ' 134.1
3 Final products. . .. 47 82 127.3 123.5 123.9 1283 127.4 (27.4 - 129.8 ;132.3 . 130.9 131.9
4 Consumer goods. ... e innn 27.68 136.8 132.3 133.t 137.5  136.2 1369  139.1 142.1 1 140.2 140.9
5 Equipment,.... ...t 20,14 1143 1115 1120 15,7 115.2  114.4 1 116.9 1 18,8 [ 117.9  119.5
6 Intermediate products.. ... 11289 136.9 129.9  133.6 137.8 ; 138.7 138.3 138.8  139.7 | 140.6  142,0
T Materials.. ..o 13929 130.5 123.3  125.3 133.0 i 132.5  131.6 1319 132.1 | 130.2 131.7
Consumer goods . X |
8 Durable consumer goods 7.89  J41.5 134.0 134.7  [43.7 | 138.4 139.4 1437 I51.4 | 146.0 | 145.4
9 Automotive products 2.83 : 154.7 147.7 142.8 | 158.4 | 147.4  148.8 161.6  (80.6 | 165.1 ' 161.0
10 Autos and utility vehicles 2.03 P 149.8 140.0 133.4 i 158.2 ) 139,01  137.9 154.6 180.3 I58.8 154.3
11 AULOS. .o vei N 1.90 ! 132.0 | 122.8  118.9 : 137.7 | 120.9 121.5 139.1 159.8 136.9 132.8
12 Auto parts and allied goods................ 80 7 167.2 1 167.0  167.4 ! 158.4 | 168.6 176.6 179.3 181.1 180.5 178.0
13 Home goods. .. ..o i 5.06 [ 134.1 © 126.4 - 130.3 i 135.6 | 1333 1341 1338 1350 | 135.4 : 136.7
14 Appliances, AJC, and TV., 1.40 | 115.7 - 101,1 } 107.8 * 119.1 (L4 1 115.8 1153 | (11,7 1 113.8 1 115,1
15 Appliances and TV..... 1.33 ] 118.6 104.4  110.6 - 121.9 115.1 8.6 117.6 {1 113.8 116.5 [
16 Carpeting and furniture. ... 1.07 | 144.3  142.0 | 144.8 145.0 1406.3 | 147.0 : 143.6  145.1 140.9 |, ... ...
17 Misc, home goods, ..o 2.59 1 139.9  133.6 - 136.6  140.7 139.8 : 138.6 | 139.9 143.6 1447 | 146.0
18 Nondurable consumer g()u(l\ 134.9 1315 1325 134.9 1353 1358 1370 1384 137.8 ] 139.0
19 Clothing.. e 126.6 . 123.9  127.4 12}3.2 | 123.0 1259 126.4 1 1264 ..., .0 .. ...
20 (on\nmerst.lplcs 137.2 | 133.6 133.9 138,01 : 138.7  138.5 1400 | 141.8 14L.6 1433
21 Consumer foods 131.0 | 127.2 | 128.5 : 131.9  133.0 | 133.2 ;132,85 [ 133.0 1307 .......
22 Nonfood staples. ... oo v viviiiiiiin s 7.17  144.5 | 141.0 ‘ 140.2 - 145.3  145.4 | 144.8 | 149.0 ' 151.8
23 Consumer chemical produc 2.6} 166.4  159.7 © 157.3  168.8 169.2 | 168.3 1744 1779 |
24 Consumer paper products. . 1,92 113.3 113.4 (13,3  113.9 111.9 109.9 113.8 117.7"
23 Consumer energy products 2,62 145.3 | 142.8 142.4 | 144.8 145.9 146.9 149.,0 150.4
26 Residential utilities. .. oo ooy 1.45 153.1 ° 152.0 i 154.5 | 151.4 ....... R RN ERR TR e e
i
Fquipment !
27 Business equipment. .. 135.9  131.6 1310 .137.7 137.5 135.9 L1418 143.2
28 Industrial equipmen 1 127.7 124,50 123.5 1 128.1 . 129.8  129.9 i 132.2 1330
29 Building and mining equif | 177.2 " 172.9 . 171.4  179.8 | 180.4 180.9 . 188.4 189.5
a0 Manufacturing equipment. .., ........ . 106.2 100,31 101.2  107.2 | 108.6 ' 107.9 108.7 1 109.4
3 Power ecquipment.... ..o 135.5 137.6  134.6 132.0  135.6 | 137.8 138.5 . 139.4
32 Commercial transit, farm equip i 145.3 [ 139.7 1397  148.7 . 146.1 142.7 150.5 1 154,9 : 153.1 154.9
a3 Commercial equipment 1 173.0 | 164.4 | 165.0 | 176.2 1 176.8 177.5 179.7 ~ 186.3 | 186.2 186.9
4 Transit equipment.............. .. T 103,61 102.9 1 100.2 °106.6 © 99,3 98.3 | 107.6  108.8 - 103.0 107.2
35 Farmequipment. .. ..., 1306 125.6 | 131.5 ° 136.8  131.4 . 102.0 | (322 134.8 1359 . ...
H . :
36 Defense and space equipment.. . . 0o 7.51 78.0 77.7 : 78.0 78.6 77.7 78.5 77.9 77.4 77.5 79.6
Intermediate products ! o .
A7 Construction SUpplies. .. ..o cvevinveienennn - 6,42 1320 | 1241 126.8 . 134.1 134.3 | 134,0 135.7 | 135.6 135.0 " 136.4
38 Business supplics.....ooveviiiiainn. .. 6,47 141.6 | 135.9 140.3 | 141.5 143.0 | 142.5 | 141.7 | 132.8 | 146.2 .......
39 Commercial energy produets, . .............. YoLo14 156.6 | 1479 I58.1 | 156.4 156.4 | 154.0 | 155.4 | 155.6 ' 160.8 .......
Materinl ! ' I
Materials : .
40 Durable goods materials . ... oo 00 ‘20,35 126.5 V4I5S 18,3 | 131.4 130.0 1285 | 128.5 1 128.2 126,01 127.8
41 Durable consumer part o 4058 1215 111,60 111,77 | 125,01 123.5 ' 1194 | 126.2 1247 120.2 © 120.9
42 Equipment parts...... 5.44 1339 | 123.9  125.7 | 138.0 138.3 138.0 | 137.2 138.8 135.7 " 139.3
43 Durable materials n.e.c .10.34 1249 - 112.9 117.4 | 130.6  128.4 127.5 | 124.9 1239 1239 | 125.0
44 Basic metal materials. ... 5.57 110,01 96.1 101.9 | 120.0 113.9 112.0 | 106.3 104.7 104.0 | .......
45  Nondurable goods materials. .............. 146.5 | 142.6 L 142.9 | 146.1 147.8 - 147.5 ; 147.2 146.9 | 145.1 | 146.8
46 ‘Textile, paper, and chem. mat........... 151.3 ° 147.9 & 147.5 [ 150.6 | 152.6 | 152.5 151.3 - [51.8 | 150.3 | I51.8
47 Textile materfals............o0onh. . 114.5 118.9 | 117.8  114.9 | 113.6 | 112.6 108.8 | 113.6 | 110.7 ", ., . . ..
48 Paper materials................0 0000 .. 131.2  125.9 4 126.5 1327 * 131.0 ; 132.1 131.0 | 128.6 | 128.9
49 Chemical materials, . ... 175.7 169.5 168.9 173.4 178.2 ' 178.2 - 178.3 1 177.9 | 176.3
50 Containers, nondurable. . oo oo, | 142.5 136.1 139.0 1432 143.5 141.7 , 1459 1438 | 137.4 .. ...
51 Nondurable materials ne.Covovnioio . 120.0 - 1167 118.3 121,2 122.8 122.4 .122.2 1197 | 122.0 .,.....
52 Energy materials. ..o iiiiiiii i 120.1 ' 118.7 120.6 | 120.5 | 119.6 119.6 . 121.7 122.8 | 121.3 122.1
53 Primary emrgy | 107.0 107.3 | 107.7 | 107.9 | 108.4 109.0 107.1 106.4 | 102.7 .......
54 Converted fuel materials 136.0  132.3; 136.3 " 136.0 | 133.2 132.7 139.5 142,81 1440 .......
Supplementary groups X | !
55 Home goods and clothing. .. ... .ocovviiinonn, 19,35 130,7 | 125.2 1299 129.9 - 128.7 | 130.3 (30,4 131.0 130.0 130.9
56  Energy, total.oo...oouiias L 12,23 0 128,9 | 126.6 | 128.8  129.0 128.6 | 128.6 130.7 131.7 131.9 132.7
57 Products, .. L 376 . 148.7 | 144.5 | 147.2 148.2 | 149.1 ' 149.1 . 150.9 | 1519 156.0 .......
58 Materials. .. .o i e i 8.48 ' 120.1 118.7 | 120.6 ' 120.5 I 119.6 119,06 l 121.7 | 122.8  121.3 ...,

For NOTE see opposite page.
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! 1975 ! 1976 1976 | 1977
Grouping SIC 19761 e o o
code aver- : ' |
age Dec. | Jan. Aug. | Sept. | Oct, Nov." | Dec. Jan.? | Feb.*
! ) |
Gross value of products in market structure
(Annual rates, in billions of 1972 dollars)
! Products. total. ........... e §50.9 ) 528.4 1 531.9 | 556.4 ; 548.8 ) 540.4 558.3 571.2 561.1 568.3
2 Final products. .. .. - 426.3 ' 410.6 | 410.9 | 431.3 ' 422.2 | 423.6 432.2 | 444.8 434.2 - 439.3
3 Consumer goods. ......oovvvut. ... R 302.9  292.0 1 292.3 | 304.6 300.7 ¢ 302.2 307.4 | 315.5 : 308.8 | 311.5
4 EQUIPMCNt. oo ov i i 123.6 | 118.9 119.1 " 126.7 121,7 * 121.4 { 125.0 ] 129.3 ] 125.5 | 128.1
5 Intermediate products. o ... .o vineireo|oenenns 164.9 | 124.5 | 117.9 | 120.8 | 125.1  126.6 | 126.0 l 126.2 | 126.3 | 126.7 | 129.0
Mujor industry groupings
6 Mining and wtilities. .. ... ..o i i i i 131.8 | 129.2 | 131.8 | 131.8 - 131.9 " 133.1 | 134.1 134.7 [34.6 | 136.4
Mining......... 14,1 | 112,9 | 113.6 | 114.4 1157 116.7 | 116.2 116.3 | 113,5 | 115.4
8  Utilities, . 150.5 | 147.2 | 152.0 | 151.3 150.1 | 151.2 | 1540 155.2 | 158.3 | 159.
9 Electric 168.1 | 162,3 © 167.4 | 168.5 ... ... | ccovvufiveene v onoi o
10 Manufacturing. .. ..o in i i ees sonnanns 129.4 | 123,6 125.2 | 131.6 130.7 | 129.9 | {31.9 132.7 l 131.3 | 132.7
11 Nondurable................. e e 140.9 l 136.9  138.4 | 140.9 142.6 | 142,2 | 143.5 143.8 i 143.3 | 145.0
12 Purable. ..o o e e 51,98 . 121.4 | 1144 1158 ) 125,01 122,40 121,5 ) 123.8 125.1 ! 122.9 : 1241
! 1
Mining: : | i ! , .
13 Metal mining 5101228 1 117,90 122,20 127.5  123.6 | 127.4 [28.1 | 130.2 ' 136.4 |.......
14 Coal......... . 1167 109.9 11,2 112.6 121.3 | 132.3 125.1 | 123.4 | 88.8 [ 100.2
15  Oil and gas extraction. (12.0 113.1 112.5 112,3 113.3 | 112.5 112.4 | 112.9 | 113.6 | 114,2
16 Stone and earth mineral 8.3 . 11,5 117.1 119.0  119.2 | 120.0 121.4 | 121.,1 | 120.0 |.......
Nondurable manufactures: | : | :
17 Foods., . iiiiieiin it 132,01 - 128.5 1 129,2 |, 133,4 | 1357 (34,7 1347 - 1349 1 1340 |, ... ...
18  Tobacco products.........ccovuvvnn I 117.5 16,0 | 117.3 [ 114.8 | 115.4 (18.3 | 119.7 [ 1191 |.......0... ...,
19 Textile mill products. : 135.9  139,0 | 137.6 | 135.1 ' 135.7 , 134.2 | 132.2 | 133.3 | 131.4 *,......
20  Apparelproducts.........coviiiin. 125.5 120,21 123,.8 | 123.7 122.5 | 126.4 | 125.9 [ 128.0 |....... .......
21 Paper and products. .. ...l 133.1 1295 130.3 134.6  132.1 | 132,33 : 132.5 | 131.8 | 131.2 134.0
. i
22 Printing and publishing............... 120.6 118.4 | 120.0 [ 120.6 | 120.6 119,2 ; 119.3 [ 123.1 - 124.7 125.3
23 Chemicals and products,...o.ouun,. ... 169.5 ° 163.3 ( 162.9 ( 170.4 | 170.5 170.6 | 174.2 1 174.3 173.3 .,.....
24  Petroleum products.......... PN 132.4 ' 126.3 | 125.7 | 133.8 | 134.1 130.2 | 135.8 * 137.1 : 139.8 144.0
25  Rubber & plastic products............ 199.3 | 185.3 | 188.4 | 186.1 212.4 211,10 215,7 - 210,5 | 2t0.L ......,
26  Leather and products,,...............! 82.0 83.2 86.0 | 77.3 77.9 77.2 75.8 73.4 4.3 ...
I
Durable manufactures: l :
27  Ordnance, pvt, & OVt cvvvivrvn s . 71,9 70.1 69.9 ¢ 73.9 73,2 73,30 72,2} 71,8 7i.6  71.8
28  Lumber and products.............. r 125.5  116.4 , 123,5 ' 128.1 128.7 130.7 129.0 ' 127.5 132.5 ......,
29  Furniture and fixtures............. . 132.7 | 130,3 ; 132,7 134.4 . 133.0 1345 134.0 136.0 133.8 .......
30  Clay, glass, stone prod..... P 135.8 | 129.4 | 128.6 | 138.1 | 138.4  138.4 | 142,2 141.6 135.5 .......
I Preimarymetals. oo oo 108.0 92.6 98.1 | 118.6 | 114,1 | 109.9 | 147.3 102.7 99.4 . 101.7
32 Tronand steel. .o iiiiininens veneans 104.4 | 89.1 92.9  116.2 1 110.3 | 105.1 | 103.1 95.6  90.2 94,2
33 Fabricated metal prod 123.1 | 117.3  t16.6 125.8 126,6 | 123.5 | 126.7 128,2 125.4 | 124.6
34  Nonclectrical machinel . 134.4 ' 128.6  129.0 136.4 136.8 | 134,14 | 137.5 141.0 139.7 | 140.5
35  Electrical machinery.................. 131.7 122.7 ; 124.7 133.3 133,7 | 135.0 | 135.8 135.6 134.8 | 138.0
|
36  Transportation equip................. | 110.6 106.7 | 105.8 , 115.0 104.4 [ 104.7 | V12,7 118.2 113,1 113.4
37 Motor vehicles & pts.............u. : 140.7 , 130.1 | 126.7 ) 150.6 ~ 130.2 | 129,3 | 145.8 156.3 143.9 142.2
38 Acrospace & misc, tr. eq. : 82.3 84.7 86.1 | 81.5 80.1 81.4 | 81.6 82.4 84.0 . 86.2
39 InStrument. c.... i 148.0 | 140.9 | 142,0 | 149.6 | 148.7 ; 150.3 ! 150.3 154.0 153.8 | 157.4
40 Miscellaneous mfrs..........oo i k 143.4 | 137.3 | 139.5 | 142,1 | 143.8 - 142.2 i 143,7 146.8 - 145.0‘ 148.8

11972 dollars.

NoTk.—Published groupings include some series and subtotals not shown
separately. For summary description and historical data, sce BULLETIN for
June 1976, pp. 470-79. Availability of detailed descriptive and historical
data will be announced in a forthcoming BULLETIN,
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2.14 HOUSING AND CONSTRUCTION

Monthly figures at annual rates cxeept as noted

March 1977

Rl Lol

Lol Ntap

Q]
11
12

13

14
15

16
17

18

20
21

Item

NEW UNITS

Permits authorized.................
1-family.......
2-or-more-family............

Started . .. ..o o i
Iefamily, o .ovviniii it
2-or-more-family................

Under construction, end of period
Ifamily.,........ooooioii
2-or~-morc-family................

Completed.......covviiiieiinenn
l-family..........
2-or-more-family

Mobile homes shipped. ............

Merchant builder activity in
t-family units:
Numbersold.................. RN
Number for sale, end of period. .. ...
Price (thous. of dollars)
Median:
Unitssold, ...
Units for sale
Average:
Unitssold.......ooooviiiinn

EXISTING UNITS (1-family)

Numbersold. ...l ...o0iiinee,,n

Price of units sold (thous, of
dollars):

Median. ......coviiiiiiiiiiin .

AYEIOZC. .ot it

CONSTRUCTION
Total putinplace.,................

Private, .. ...oooiiiiiii Ve
Residential.....................
Nonresidential, total. . ..........

Buildings:
Industrial. .. ,.
Commerc

Public utilities and ot

Public........oo i i
Military....
Highway. ... .oooviiiiiiniinn
Conservation and development. . .
Other....oooiiiiiiiieiiiiinans

1974

1,074
644
431

1,338
888
450

1,189

673
1,692
931
760
329

501
407

35.9
36.2
38.9

2,272

32.0
35.8

138,526

100,179
50,378
19,801

7,902
15,945
5,797
20,157

38,347

12,069
2,741
22,349

1975

927
669
278

1,160
892
268

1,003
531
47

1,297
866
430
213

544
383

39.3
38.9

42.6

132,043

93,034
46,476
46,558

8,017
12,804
5,585
20,152

39,009

1976 1977

1976 - ’ _! - -

July Aug, Sept | Oct Nov, Dec. Jan.
Private residential real estate activity i
(thousands of units;-monthly figures, seasonally adjusted exceptions note)
| .. .. o
| .

1,281} 1,215 ¢ 1,296 1,504 1,492 1,590 1,514 1,307
895 I 870 874 926 998 1,072 1,053 970
386 \ 345 422 578 494 518 461 337

1,540 1 1,413 1,530 1,768 1,715 1,706 1,884 1,375

1,163 1,129 1,172 1,254 1,269 1,236 1,331 1,029
377 284 358 514 446 470 553 346

1,157 1,063 . 1,074 1,107 1,140 1,164 1,193 |.........
662 | 615 622 641 662 674 693 |...... ...
495 ! 448 452 466 478 490 500 |.........

1,354 1,307 1,401 v 1,387 1,326 1,445 1377 00000 e,

1,021 1,038 1,094 1,017 989 1,114 1,039 (...,
33 269 307 370 337 331 k1 2 A
250 224 252 255 277 251 252 273
635 606 640 741 735 703 748 |, ...

......... 411 406 415 | 419 431 435 {.........

44.2 44.6 44.2 44.1 45.4 45.8 46.4 |.........
41.6 40.7 40.8 41.0 41.0 41.2 41,6 |.ooiun.
48.0 48.0 48.5 48.2 50.4 . 49.9 50.8 5t.3

2,998 2,900 3,070 3,330 3,290 3,320 3,560 3,190
38.1 38.9 39.4 38.7 38.5 38.8 39.0 39.6
42.2 43.2 43.4 42.7 42.4 42.9 43.3 44.0

Value of new construction 2
(miltions of dollars; monthiy-figurey,scasonally adjusted)
S— —_———— - e . —_ . . .. - - \ —_——— —————
| ! . !
! | ‘
144,458 141,055 | 142,031 | 146,281 | 146,805 150,448 ' 150,381 | 135,698
107,961 104,288 | 104,682 | 108,650 | 112,833 ' 116,381 | 117,114 | 105,907

59,419 57,176 | 55,427 | 58,701 | 63,428 | 66,385 . 68,194 61,958

48,542 47,112 . 49,255 | 49,949 | 49,405 | 49,996 48,920 43,949

6,898 6,097 6,902 6,894 6,407 6,461 | 6,323 6,055

12,569 12,574 12,984 12,786 12,560 | 12,522 12,552 12,325

6,251 6,178 6,689 6,669 6,489 © 6,677 6,491 6,024

22,824 22,263 22,680 | 23,600 | 23,949 I 24,336 | 23,5541 19,545

36,397 ; 36,767 37,349 37,631 33,972 . 34,067 33,267 : 29,791

1,479 1,448 1,450 1,352 1,467 1,622 ] 1,503

9,115+ 8,297 9,596 8,856 8,738 . 7,843

3,658 | 3,573 3,618 4,281 2,949 4,077

22,145 ' 23,449 | 22,685 23,142 | 20,818 | 20,525

1 Not seasonally adjusted
2 Value of new construction data in recent periods may ngt be strictly
comparable with data in prior periods due to changes by the Bureau of
the Census in its estimating techniques, For a description of these changes
see Construction Reports (C-30-76-5), issued by the Bureau in July 1976.

Noti.—Census Bureau estimates for all series except (a) mobile

homes, which are private, domestic shipments as reported by the Manu-
factured Housing Institute and scasonally adjusted by the Census Bureau
and (b) sales and prices of existing units, which are published by the'
National Association of Realtors. All back and current figures are avail-

able from originating agency. Permit authorizations are for 14,000
jurisdictions reporting to the Census Bureau.



2.15 CONSUMER AND WHOLESALL PRICES |

Percentage changes based on seasonally adjusted data, except as noted

Prices

ASl

Ttem

1 Allitems.........

2 Commaodities. .. . .,

3 Food.....

4 Commodities less food
5 Durable. ., ..

6 Nondurable

7 Services.
8 Rent.,

9 Services less rent.

Other groupings:

12 months to—:
1
I

10 Allitems e s food!. .......... ...

11 3

12

13 All commodities............c.....covon

14 Farm products, and processed foods and

Jeeds. ..o

1S Farm products....... . .

16 Processed foods and feeds.............

17 Industrial commodities ... ...l
Materials, supplies, and components of

which:

18 Crude materials2................0 .

19 Intermediate materials?. ........ ...
Finished goods, excluding foods:

20 CONSUMIEL. o, v i et

21 Durable......

22 Nondurable, ..

23 Producer.............ocvviiiiat.

MiMo:

24 Consumer {oods

1976
Jan.

o

-daata
—QoXxoee W

octa e
ST

(TN

[ERRNTVY-N
N—_hA O

[
x

=
“nmas

o~
-2 2L N

!

1976 | 1976
1977 T . o
| Jan. ' | |
Mar.” June’ | Sept.”  Dec.”  Sept.r | Oct.* | Nov.r ;
I
Consumer prices
o S i — =
‘ 520 39 61 53 42! 3 Al i
3.9 20 60| 39 34y 201 4 20
4. -sal 620 e 00y 2 -3
5.4 40 56 55 ST 3 .4] 4
6.6 72, 6.5 5.0 6.0 3 a3b 4!
P47 18] 5.0 | L B
7.2, 106! 65 7.5 5.1 S5 a4l 4
550 6.1 | s.a 5.4 53 5 4 e
7.4 ‘ w2 len 3T S s ‘ s 4|
6.3 5.3 7.0 ‘ 7.4 | 5.3 | 7! S .5
5.3, 301 69' 36 4.3 el 4 A
421 195 43 80 1.2 S 20 o |
: ! 1 |
Wholesale prices
4.9 16| 64‘ 3.3‘ 7.4‘ 7 .5] 6|
| - o
g =95 2.7 ]|=12.2 . 6.6 | g -6 1
42122 | 16,5 [—12.1 7 6.1 100 -5 -5
- S7a) 03 |-122) 70—t 6 5
6.3  5.1] 45| 82| 7.8 & ‘ .9 7
D 109 5.2 16.8] t0.8] 21.4 | -5 37 as ‘
6.2 5.8 | S| o8| 7.5 0 | I
| S2p 310 30| 82] 32 9 .5 4
321 40 281 sii| 36 N 5 2
. 5.8 2.4, 3] 99| esl 9, e g
| 6l T | 4.5 ‘ 50| 9.2 NN 4
! | .
\ —1.2 |—13.7 [ 132188 \ 8.6 l 0.0) -5 3 |

3 months (at annual rate) to— |

| month to --

Cin

Index
level
Jan.
1977

(1967

- 100t

o
-
w
W

™ Y
g &
aci vezhal

~1
w

188.0

154,
193.
179.

L

188.4

259,
195.

-4

167,

179,
179.

xaen

181,53

v

1 Not scasonally adjusted,

2 Excludes crude foodstufts and feedstufls, plant and animal fibers,

oilsecds, and leaf tobacco.

3 Excludes intermediate materials for food manufacturing and manu-

factured animal feeds,

SOURCE.~ -Bur¢au of Labor Statistics.
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2.16 GROSS NATIONAL PRODUCT AND INCOME

Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Ruceptions-nuoted

| : i 1975 ' 1976
|

Account 1974 ; 1975 ; 1976 ) ]
03|Q4‘Ql(Q2_Q3|Q4

| Gross national product

| 1YY P 1,413.2 | 1,516.3 (71,691.4 [ 1,548.7 ! 1,588.2 | 1,636.2 | 1,675.2 | 1,708.9 | 1,744.3
By source: ' :
2 Personal ¢ ption expenditures, .......... i 887.5 973.2 | 1,079.7 987.3 | 1,012.0 | 1,043.6 | 1,064.7 | 1,088.5 | 1,122.0
3 Durable goods. ............. ¢ 121.6 131.7 156.5 136.0 141.8 151.4 155.0 157.6 162.0
4 Nondurable goods. 376.2 409.1 440.4 414.6 421.6 429.1 434.8 441.8 456.0
5 Services. ..ooevvenuraiinnn. 389.6 432.4 482.8 436.7 448.6 463.2 474.9 489.1 504.0
6  Gross private domestic investment. ., . ........ I 215.0 183.7 239.6 197.7 201.4 ' 229.6 239.2 247.0 242.8
7 Fixed investment. . I 204.3 198.3 227.7 198.6 205.7 + 214.7 223.2 231.9 241.0
8 Nonresidential. . . .. : 149.2 147.1 160.0 146. 1 148.7 153.4 157.9 163.0 165.6
9 Structures,, ’ 54.1 52.0 55.3 51.8 52.1 53.2 54.9 56.0 57.0
10 Producers’ durable equipment........ 95.1 95.1 104.7 94,2 96.6 100.2 103.0 107.0 108.6
11 Residential structures. .. ...oovvvuunees 55.1 51.2 67.7 52.6 57.0 61.3 65.3 68.9 75.5
12 Nonfarm. ...oviviiiiieniinienns 52.7 49.0 65.1 50.2 54.2 58.6 62.9 66.3 72.7
13 Change in business inventories, .......... 10.7 —14.6 11.9 -2.0 —4.3 14.8 16.0 15.1 1.7
14 Nonfarm.........cooviieeiiiinen s ! 12,2 —17.6 11.9 —4.2 —9.5 12,7 17.3 15.6 2.2
15 Net exports of goods and services. .. ......... 7.5 20.5 6.4 21.4 21.0 8.4 9.3 4.7 3.3
16 EXPOTtS . o vttt it et iansiiarcnesns 144.4 148.1 162.7 148.2 153.7 154.1 160.3 167.7 168.6
17 Imports. .......ci ittt 136.9 127.6 156.3 126.8 132.7 145.7 151.0 163.0 165.3
18  Govt. purchases of goods and services. .. ..... 303.3 339.0 365.6 343.2 353.8 354.7 362.0 369.6 376.2
19 Federal...................000 [ 111.6 124.4 133.4 124.6 130.4 129.2 131.2 134.5 138.9
20 Statcand local...o..o.oiiviiiiiiiinins 191.6 214.5 232.2 218.6 223.4 225.5 230.9 235.0 . 237.4
By major type of product )
21  Final sales, total........coveiiiiionnnas 1,402.5 | 1,531.0 | 1,679.5 | 1,550.6 ; 1,592.5 | 1,621.4 | 1,659.2 | 1,694.7 | 1,742.6
Goods......... o 639.7 681.7 760.2 703.5 719.7 742.3 758.4 766.1 774.3
23 Durable good 247.2 254.4 300.5 265.0 270.0 282.7 301.2 308.2 309.8
24 Nondurable. 392.4 427.3 459.8 438.4 449.7 459.6 457.1 457.9 464.5
25 Services. . 626,6 692.5 771.8 700.2 719.5 742.6 759.6 781.5 803.5
26 SUIUCLURES . vttt e i iiinr e ieinnnnnns 146.9 142.1 159.3 145.0 149.1 151.3 157.3 162.2 166.5
27  Change in business inventories. ., ,......... 10.7 —14.6 11.9 —-2.0 —4.3 14.8 16.0 15.1 1.7
28 Durable goods. . ...oovovviiiiiii i 7.1 —12.1 2.7 —7.0 —10.6 -3.6 5.4 6.8 2.0
29 Nondurable goods..........covvvvnt e 3.6 —2.6 9,2 5.0 6.3 18.5 10.6 8.3 --.3
MtmMmo:
30 Total GNP in 1972 dollars. ............c..... 1,214.0 | 1,191.7 | 1,264.6 | 1,209.3 | 1,219.2 | 1,246.3 | 1,260.0 | 1,272.2 | 1,279.9
National income
. . - | . e - _
3L Total.. oo e 1,135.7 | 1,207.6 |r1,348.4 ' 1,233.4 | 1,264.6 | 1,304.7 ‘ 1,337.4 1,362.5 I ......
32 Compensation of employees. ... ..o v.vvvvuns 875.8 928.8 [ 1,028.4 935.2 963.1 994 .4 | 1,017, 2 1,037.5 1,064.5
33  Wagesand salaries. . ..........cociivinans 764.5 806.7 '890. 4 811.7 836.4 861.5 '881.1 i '897.8 v 921.0
34 Government and Government emerpmes 160.4 175.8 190.7 177.3 182.2 185.4 | 188.7 Po9LT o 197.0
35 Other......cvvievirieaneennas e 604, 1 630.8 699.7 634.4 654.1 676.1 | 692.4 706.1 | r723.9
36  Supplement to wages and salaries..,......... 111.3 122.1 138.0 123.5 126.7 132.9 . 136.2 139.6 . 143.5
37 Employer contributions for social : :
INSUTANCE. . oo v i viiiier e ineansran 55.8 59.7 | 67.9 60.2 61.6 65.9 i 67.1 68.6 . 70.2
38 Other labor income. . . 55.5 62.5 : 70.1 63.3 65.2 67.1 . 69.0 1.1 73.3
i .
39 Proprietors’ income!l......... 86.9 90.2 96.7 95.5 97.2 93,2 100.3 96.1 ; 97.1
4 Business and professionall, 61.1 65.3 73.8 66.3 69.0 71.4 72.8 74.4 | 76.8
41  Farm!......... P 25.8 24,9 22.8 29.2 28.3 21.9 27.5 21,7 20.3
42 Rental income of Persons2, .........overennes 21.0 22.4 23.5 22,1 22.9 23.3 23.1 23.4 24.3
43 Corporate profits!. ... ... 84.8 91.6 17,7 105,3 ; 105.6 115.1 116.4 1220 :......00
44  Profits before tax3,............ PN 127.6 114.5 r147.8 126.9 ,  131.3 141.1 146.2 150.2 ..o
45  Inventory valuation adjustment............. —39.8 -11.4 —14.6 -9.0 -12.3 —11.5 —14.4 —-12.6 ' -20.0
46  Capital consumption adjustment..,.......... —3.0 —11.5 —15.5 —12.6 -13.5 —14.5 —15.4 —15.7: —16.4
47 Netinterest. .....vvvvvienviiisinnneranneess 67.1 74.6 v82.0 ! 14.9 75.8 78.6 80.3 83.5 ! *85.6
I .
1 With inventory valuation and capital consumption adjustments. 3 For after-tax profits, dividends, etc., see Table 1.50.

2 With capital consumption adjustments,
SOURCE.—Survey of Current Business (U.S, Dept. of Commerce),
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2.17 PERSONAL INCOMLE AND SAVING

Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exceptians noted

| i
| ' I 1975 ‘ 1976
C 1974 1975 1976 .. N A — .. [ .
Account i |
| Q3 QI Q2 i Q3 Q4
‘ Personal income and saving
1 Total personal income. .. ... | 1,153.3 1,249 7 r1,375.3 | 1,265.5 | 1,299.7 : 1,331.3 | 1,362.0 | 1,386.0 |ri,421.7
2 Wage and salary dishursements., . ... .. ..., ... ' 765.0 |  806.7 ‘ 890.4 811.7 836.4 961.5 - &81.1 497.8 : 921.0
3 Commodity-producing industrics. 273.9 275.3 304.8 ; 272.2 285.8 295.3, 3029 307.0 314.0
4 Manufacturing . 211.4 2117 237.0 212.5 7 2200 229.0 235.6 238.9 \ r243.2
5 Distributive ind 184.4 195.6 214.9 196.8 202.3 208.3 212.8 . 216.5 r221.9
6 Service industries. ... ... ... 145.9 159.9 180.0 161.3 166, 1 172.4 176.7 182.7 r188.1
7 Government and gove \m 1t enterpris 160.9 175.8 190.7 177.3 182.2 | 185.4 188.7 191.7 197.0
8 Otherlaborincome......... ..., 55.5 1 62.5 ~ 70.1 | 63.3 65.2 l 67.1" 69.0 | 711 ' 73.3
9 Proprietors’ incomel.. ... .. oo0ioioiiiiis 86.9 90.2 96,7 - 95.5 97.2 93.2 ' 100.3 l 96.1 97.1
10 Business and professionall. .. . ... 11 01" | 6L 63| 738 66.3 | 9.0 7141 728 74.4 76.8
U Farmio..o o258 249 28 2002 23| 29 275 21.7 20.3
12 Rental income of persons2, .. .. ... oo, : 21,0 22.4 23.5 22.4 | 22,9 . 23.3 ‘ 23.1 | 23.4 ‘ 24.3
13 Dividends. .. ... i 30.8 32.1 | 35.1 | 32.6 32.2 33.1 : 34.4 I 35.4 ‘ 37.7
14 Personal interest income. ..o to1.4 ;1107 ¢ r123.0 BRI 1144 118.0 ‘ 120.7 l 125.0 | T128.4
IS Transfer PAYMENS . ... vovreis e seis. o3 | 17s.2 113 et 1s2s | iswe ! 1876 92.4 0 196.6
16 Old-age survivors, disability, and health o : i
T e 70.1 81.4 93.0 | 84.7 86.3 : 88.1 i 89.5 | 95.8 r98. 5
17 Lrss: Personal contributions for social | ' . v | )
INSUTANCE. . v r e ie e iiieee e innenans 47.6 50.0 . 54.9 50.1 51.0 53.4 54.3 ‘ 55.2 56.6
18 EQUALS: Personal income. ... ...l ‘ 1,153.3 1 1,249.7 |f1,375.3 1,265.5 1,299.7 | 1,331.3 | 1,362,0 | 1,386.0 |rl,421.7
19 Liss: Personal tax and nontax payments. ... 170.4 | 168.8 193.6 : 174.0 197.8 183.8 189.5 | 195.8 . 205.3
20 Eouals: Disposuble personal income. . . . .. ... | 9829 1,080.9 [71,181.7 1,015 | 1,119.9 | 1,147.6 | 1,172.5 . 1,190.2 |"1,216.5
21 Liss: Personal outlay$. . ......ovveevnn.... ) 910.7 ‘ 996.9 |71,105.2 | 1,011.1 \ 1,036.2 1,068.0 | 1,089.6 1,114.3 1,148.6
22 EQUALS: Personal Saving. . ....ovvevnvinenn.s ) 72.2 84.0 6.5 80.5 83.7 ‘ 79.5 | 82,9 l 75.8 1  r67.8
MEMO: ! ! | ! '
Per capita, 1972 dollars: : |
23 Gross national product. . ... o oo 4,007.0 t4,140.0 | 4,009.0 4,049.0 4,103.0  4,143.0 | 4,142.0 74, 168.0
24 Personal consumption cxpenditures 973,2 |r1,079.7 987.3 | 1,012.0 | 1,043.6 1,0064.7 | 1,084.5 |71,122.0
25  Disposable personal income, ..., .. | 855.5 r890.5 857.1 H(7 S | 880.4 | 890.5 '892.0 r899.6
26 SAvINg rate (Per Cent). .o vui e i e rannenan 7.8 6.5 7.4 I 6.9 7.1 : 6.4 *5.6
Gross saving
27 Gross private saving.. .......... .ol | 211.6 255.6 7274.6 262.7 269.4 273.8 l 279.1 5 r278.9 ‘ .........
28  Personal Saving.......c.eeiiiiiiiiene .. : 72.2 84.0 r76.5 | 80.5 83.7 79.5 82.9 75.8 I 67.8
29 Undistributed corporate profits!. .. 1.7 10.3 18.8 - 7.9 6.2 20.6 18.5 | 215 coioiaoe
30 Corporate inventory valuation adjustment,.,.' —39.8 —11.4 —14.6 -9.0 -12.3 --11.5 —14.4 ‘ —12.6 ~20.0
Capital consumption allowances: i ‘ |
k3! COrporate. . oo v vt cenenannes ‘ 84.6 100.9 112,8 103.1 106.4 108.8 | 1.6 113.9 116.9
32 NONCOIPOTALE, o vt iie et eeeiinnenns 53.1 60.4 67.0 61.3 63.2 64.8 66.1 | 67.7 69.3
33 Wage accruals less disbursementS. ... ....... c.oeenneen ‘ .................. L [ IR TN
34 Government surplus, or deficit (- ), national
income and product accounts.............. —4.2 —64.4 . l
35  Fedceral —11.5 —1.2
36 State and local 7.3 6.9 ‘ t
37 Capital grants received by the United States, ‘ ! ‘
LT =20 e s ‘
B8 IMVESINERE, i TN | 195.6 | 2375 2000 2140|229 4 I 240.0 | 242,91 2376
39 Gross private domestic. . ... v e e 215.0 183.7 7239.6 196.7 201.4 . 229.6 239.2 247.0 v242 .8
40 Netforeign........ooveriiiiiniienienns -3.0 \ 11.9 1 2.2 I 13.1 12.6 —-.2 8 | —4.1 5.1
41 Statistical discrepancy. ... 6.8 4.4 7.6 5.1 6.1 7.2 | 5.8 8.7 | .........
| i
L With inventory valuation and capital consumption adjustments, SGURCE.~ -Survey of Current Business (U.S, Dept. of Commerce).

2 With capital consumption adjustment.
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Mitlions of v.lollursi,duartcrly data are seasonally udjusted except as noted.!

ttem credits or debits 1973 1974
I Merchandise eXports, ... vviiiee e 71,410 98,310
2 Merchandise importS, . .o iii i e i ieaas 70,499 103,679
3 Merchandise trade balance 2..,.... .. o iiiiiiiiiii i eeans 911] —5,36%
4 Military transSactions, NClu sy v e eser oot e annnaonneooscrran —2,287° —2,083!
5 Investment iNCONMIE, NEL. .\ vt iie ettt eneerarenn e 5.178] 10,227
6 Other service ITanSactions, NEL. . v e oo rvarnaions 102 812
7 Balance on goods and services 3. ... .. i iiieiiei . 3,905 3,586|
8 Unilateral transfers. . ... ... ettt i —3,883 —7,185
9 Remittances, pensions, and other transfers . ...........0.0.0. —1,945| —-1,710
10 U.S. Govt, grants (excluding military).............c.coennnnn —1,938| —5,475
11 Balance on current account. .. 22 --3,598
12 Not seasonally adfusted . . ... . e s s,
13 U.S. Govt, capital transactions, other than official reserve assets,
NEL (OUUIOW, = ). it i e i i e e -1,492 1,089
}g Clmn;,w in U.S. official reserve assets (increase, —)
16  SDR's..
17 Reserve posiuon InIMI ., e —33| —1,265
18 F ORI CULTEMCIES . o v vt v v eveis it et en e iavnannenanes 233! )
19 Change in U.S. private assets abroad (increase,—).............. —13,998 —32,323
20 Bank-reported Claims. .. .. 00 o e [ —5,980! - 19,494
21 T 2t —933 —1,183
22 Fo3 oS -1 1 W P —5,047 —18,311
23 Nonbank-reported claims. ., .. ... i iiineirereans —-2,378 —3,221
24 YT e o3 A A —396 —474,
25 Short-term.......o.covu. e —1,982 --2,747
26 U.S. purchase of foreign securities, net. . —-671 —1,854
27 U.S. direct investments abroad, net... .. —4,968, —7,753
28 Change in foreign official ussets in the United State. 5, l45| 10 257
29 U.S. Treasury securities. . . 4 282
30 Other U.S. Govt. abligation 582 )02
31 Other U.S. liabilities reported by U.S. . 4,126 5,818
32 Other foreign official assets. ..o i, 323 254
33 Change in foreign private assets in the United States (increase,+). .| 12,220| 21,452!
34 U.S. bank-reported liabilities. ... ... e s C4,702) 16,017,
35 Long-term 227 9
36 Short-term 4,475! 16,008
37 U.S. nonbank-reparlml Habilities . oo ei i it 1,035 1,615
38 Long-term, 298. —212
39 Short-term 737 1,827
40 Foreign private purchases of U.S. Treasury securities, net. .. .. —214 697!
41 Foreign purchases of other U.S. securities, net. ,.......... e 4,041 378
42 Foreign direct investments in the United States, net........... 2,656 2,745
43 Allocations of SDR™S......o.vvuvnne TP
44 Discrepancy. .. viiiiieiiinn, i e ot =2,0070 4,557
45 Owing to seasonal ad)ustmcnts .............................................
46 Statistical discrepancy in recorded data before seasonal :
AdJUSIMERt. oo v i inan s e | —2,107, 4,557
MEMo; I
Changes in official assets: H
47 U.S. official reserve assets (increase, ~).. 209! —1,434
48 Foreign official assets in the U.S. (mcrense, ..... 5,145 10, 1257
49 Transfers under military grant programs (excluded from
1,4,and 10 ADOVE). e vv v en st teiiierieeercanentnansns 2,809 1,817

1975

107,088
98,058
9,030

—883|
6,007
2,163

16,316
—~4,620

~1.727
—~2,893.

~27,523

—13,487
—2,373
—11,114

——6 307
5,166
4,338

891

—2,158
2,095
8,427

647

2,437

4,570

—607
5,166i

2,232

1975 |
Q3 Q4
26,562 27,657
24,4837 25,437
2,079 2.220
—115 12
1,682 1,67()‘

619 45'
4,265 4,357
—1,044| —1,251
Z429] 433
615 —818
3,221 3,106)

Si3 4,305
—40|| —453
— 342 89

-222!
--3,297

~617i
— 608!
—9

—972.
- 139
-833
—938:
=770

-1, 977‘
2,847
25
320
525.

4,313

—1,517
—2,561

1,044

—342
—-1,977.

56

_57|
167

--10,375‘

—5,348
2943
—4,405

—972

-2,301
—1,694

2,272
1,069
307
1 34|
762

3,103

691
146
545!
—68'
10
~78
213
1,038
1,229

2,258
1,275

983

89
2,272

177

Q1

26,836
28,510
Z1.674

2,279
458

!
1,058

—1,118
2483
- 635

—60
1,479)

—491
- 8,550

—3,3582
-~250
—3,332

~751
—187
- 564
--2,460
—1,757

2,460
1,998
68
—275
669

1,454

675
-9
766
24
-332

—773
2,460

50

1976

QZ\
28,428

29,771
—1,343

— 146
2,460
765;
1,736'
—920
452
—4068
816
771

—-212

—1,578.

i
—798
--794|

—7,288

—4,7267
—385
—4,382

—962
146
—1,108
—1,357
—202

3,308

2,166,
316
135
691

3,225
3,518,
~ 25}

3,543

—1,578:
3,308/

99|

Q3

29,581
32,614
—3,033

366
2,712
869
--1,925
—464
—1,461
—1,056
—4,033

301

526
5,458
1,719

67
1,652
2141
—215

74
3,020

—407
1,258

156

1 Seasonal factors are no longer calculated for capital transactions—

lines 14 through 49.

2 Adjusted to a balance of payments basis; among other adjustments,

the national income and product (GNP) account. The GNP definition

excludes speual military sales from exports and U.S. Govt. interest pay-

excludes military transactions and includes imports into the Virgin
Islands,

3 Ditfers from the definition of “net exports of goods and services’ in

ments from ll'l'l}’ol't\

Note,—Data are from Bureau of Economic Analysis, Survey of Current

Business (U.S. Dept. of Commerce).



3.11 U.S. FOREIGN TRADE

Millions of dollars; monthly data are seasonally adjusted

Trade and Reserve Assets AS5

Item 1974 1975 1 1976

I EXPORTS of domestic and foreign

merchandise excluding grant-aid

shipments........... ... ... 97,908 | 107,130 | 114,807
2 GENERAL IMPORTS including i

merchandise for immediate con- :

sumption plus entrics into bonded

warehouses............,... ....| 100,252 96,115 120,677
3 Trade balance..................... --2,344 - 11,014 i --5,870

1976 1977
o= . l. - ;
July r Aug. " Sept. ™ Oct.” Nov." 1 Dec.’ Jan,
9.950 9,737 9,788 1 9,699 9,589 10,410 I 9,599
i
10,717 10,477 10,651 10.555 10,623 11,020 11,269
--761 ‘ 740 863 - 8587 1,034 - 610 - 1,670

Nour. —Bure: of Census data reported on a free-alongside-ship
(f.a.s.) value basis, Before 1974 imports were reported on a customs
import value basis. For calendar vear 1974 the fas, import value was
$100.3 billion, about 0.7 per cent less than the corresponding customs
import value. The international-accounts-basis data shown in Table 3.10
adjust the Census basis a for reasons ol coverage and timing, On the
export side, the largest adjustments are: (a) the addition of exports to
Canada not covered in Census statistics, and (b) the exclusion ol military

exports (which are combined with other military transactions and are
reported separately in the “service account”), On the import side, the
largest single adjustment is the addition of imports into the Virgin Islands
{largely oil for a refinery on St. Croix), which are not inctuded in Census
statistics,

Sourck.  U.S. Dept. of Commerce, Bureau ot the Census, Summary
of U.S. Export and limport Merchandise Trade (1°T 900).

3.12 U.S. RESERVE ASSETS
Millions of dollars; end of period
1976 1977
Type of asset 1973 1974 1975 .
| Aug. | Sept. j o Oct. Nov. ' Deec. Jan, 1'eb.
e - : . I e )
UTotale o M14,378 15,883 | 16,226 © 18,586 18,945 | 19,013 - 19,416 | 18,747 | 19,087 119,422
2 Gold stock, including FExchange ‘ i
Stabilization Fund !, ............ 311,652 11,652 11,599 11,598 11,598 ‘ 11,598 11.398 ) 11,598 11,658 | 11,658
3 Special Drawing Rights?........... 32,166 2,374 2,335 ¢ 2,325 - 2,357 ¢ 2,352 2,365 2,395 2,375 | 42,383
4 Reserve position in International : . !
Monetary Fund.............. ... | 3552 | 1,852 . 2.212 3,818 3.052 | 3,997 1 4,307 i 4,434 4.682 44 819
S Convertible foreign currencies. .. ... ! 8 5 80 845 1.038 1 1,066 1,146 320 372 2062

1 Gold held under carmark at F.R. Banks for foreign and inteenational
accounts is not included in the gold stock of the United States; see 3.24.

2 Includes allocations by the International Monetary Fund of SDR's
as follows: $867 million on Jan. 1, 1970; $717 million on Jan. 1, 1971;
and $710 million on Jan, 1, 1972; plus net transactions in SDR’s.

3 Change in par value of U.S, dotlar on Oct. 18, 1973 incrcased total
reserve assets by $1,436 million, gold stock by $1,165 million, SDR’s
by $217 million, and reserve position in IME by $54 million.

4 Beginning July 1974, the IMI adopted a technique tor valuing the
SDR based on a weighted average of exchange rates for the currencies
of 16 member countries. The U.S. SDR holdings and reserve position in
the IMF also are valued on this basis beginning July 1974, At valuation
used prior to July 1974 (SDR1 = $1.20635) total U.S. reserve assets
at end ol February amounted to $19,325; SDR holdings, $2,487; and
reserve position in IMF, $4,918.
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3.13 SELECTLD U.S. LIABILITIES TO FOREIGNERS

Millions of dollars; end of period

l 1974
Holder, and type of liability 1973 -
Dec.? |
_—— = —_——— —_— - - - R S — e ——— .l
I .Y S 92,490 | 119,240 | 119,164 |
|
2 Foreign countries. .. .......vovunu, 90,487 | 115,918 | 115,842 |
3 Official institntionsV................ 66,861 76,801 76,823 |
4 Short-term, reported by banks in i
the United States.2.......... 43,923 53,057 , 53,079
U.S. Treasury bonds and notes: H
5 Marketable3, ... oo 5,701 5,059 5,059 -
6 Nonmarketable4 ... ... .. 15,564 16,339 16,339
7 Other readily marketable
liabilities®............. ... 1,673 2,346 2,346 .
Commercial banks abroad
8  Short-term reported by banks in
the United States2,6......... 17,694 | 30,314 30,106
9 Other foreigners... ..., 5,932 §,803 8,913 "'
10 Short-term, reported by banks in |
the United States2.......... 5,502 8,305 8,415
Il  Marketable U.S. Treasury bonds
and notes ¥, 7. ... ... L. 430 498 498
12 Nonmonctary international and re- v
gional organization®, .. ........ 2,003 3,322 3,322
13 Short-term, reported by banks
in the United States2, .. ... 1,955 3,171 3,171
14 Marketable U.S.  Treasury !
bonds and notes3d. .,...... i 48 151 151
|

1976 ' 1977

1975 & _. [ e

Aug.” Sept.r Oct. " Nov | Dec.» | Jan.?
126,552 | 138,769 | 140,834 | 143,728 | 144,643 151,319 147,653
120,929 - 131,713 | 133,072 | 136,093 | 136,411 | 142,836 ' 139,709
80,695 | 86,725 86,085 86,827 87,745 91,833 92,976
49,513 | 51,246 | 49,654 | 49,017 49,273 53,461 54,465
6,671 | 9,835 10,800 11,027 11,367 11,788 P o12z.017
19,976 | 19,801 19,803 20,876 21,131 20,648 20,622
4,535 5,843 5,828 5,907 5,974 5,936 5,872
29,516 :I 32,853 34,641 36,940 35,384 | 37,436 33,252
10,718 12,135 12,346 1 12,326 13,282 13,567 13,481
10,017 11,224 11,475 11,399 12,312 12,591 12,479
701 911 871 : 927 970 976 1,002
5,623 7.056 ' 7,762 | 17,635 8,232 8,483 7,944
5,292 5,649 5,966 5,102 5,506 5,450 4,650
331 1,407 1,796 © 2,533 2,726 3,033 3,294

1 Includes Bank for International Settlements.

2 Includes Treasury bills as shown in Table 3.15.

3 Derived by applying reported transactions to benchmark data.

4 Excludes notes issued to foreign official nonreserve agencies,

5 Includes long-term liabilities reported by banks in the United States
and debt securities of U.S. Federally sponsored agencies and U.S, cor-
porations.

6 Includes short-term liabilities payable in foreign currencies to com-
mercial bunks abroad and to other foreigners.

7 Includes marketable U.S. Treasury bonds and notes held by com-
mercial banks abroad and other foreigners.

8 Principally the International Bank for Reconstruction and Develop-
ment and the Inter-American and Asian Development Banks,

9 Data in the two columns shown for this date differ because of changes
in reporting coverage. Figures in the first column are comparable in cover-
age with those for the preceding date; figures in the second column are
comparable with those shown for the following date.

NoTe,—Based on Treasury Dept. data and on data reported to the
Treasury Dept. by banks (including Federal Reserve banks) and brokers
in the United States. Data exclude the holdings of dollars of the Inter-
national Monetary Fund derived from payments of the U.S. subscription,
and from the exchange transactions and other operations of the IMF,
Data also exclude U.S. Treasury letters of credit and nonnegotiable, non-
interest-bearing special U.S. notes held by nonmonetary international
and regional organizations.

3.14 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars; end of period

1974
Area 1973 SR
Dec. 3
[ T T T PR
| Y Y S 66,861 76,801 76,823
2  Western Europe '.. ... oiiun, t 45,764 44,328 44,328
3 Canada..........oooounn v 3,853 3,662 3,662
4  latin American republics 2,544 4,419 4,419
5  Asia..... 10,887 | 18,604 18,626
6 Africa 788 3,161 3,161
7 Other countries 3,025 2,627 2,627

1976 1977

1976 . e - _—
Aug. T ‘ Sept. T Oct." Nov. Dec.» Jan.?
80,695 | 86,725 ' 86,085 ' 86,827 | 87,745 = 91,833 | 92,976
45,685 | 41,507 | 41,565 | 41,933 | 44,075 | 45,844 | 45,930
3,132 3,212 3,417 3,389 ' 2,406 1 3.406 3,197
4,450 | 4,374 | 4,287 | 4,086 | 4,087 | 4.847 : 4.547
22,550 32,634 32,434 33,438 33,906 34,105 : 35,541
2,084 3.008 | 2,759 2,415 1,925 1,843 1.707
1,894 1,900 1,623 1,566 1,346 1,788 l 2,054

! Includes Bank for International Settlements.
2 Includes countrics in Oceania and Eastern Europe, and Western
European dependencies in Latin America.

3 See Note 9 to Table 3.13.

NoTE.—Data represent breakdown by area of line 3, Table 3.13,



SHORT-TERM LIABILITIES TO FORLIGNERS
By Holder and by Type of Liability

Millions of dollars; end of period

3.15

Reported by Banks

Bank-reported Data

in the United States

AS57

1974 1976 1977
Holder, and type of liability 1973 o _ 975 ' - _
Dev | Aug. 7 | Sepl.? Oct.”™ | Nov.T" l Dec.? Jan.»
I All foreigners, excluding the International ; | .
Monetary Fund. . ... ... .. ... . 69,074 94,847 94,771 94,338 100,972 101,736 102,458 102,474 108,938 104,846
| i ! 1 .
2 Payable indollars . ., ......... ... ... ... 68,477 © 94,081 ! 94,004 793,780 100,303 \I()I 0134 ‘I{)I L6092 (101,693 108,215 104,120
Deposits: ! _
3 Demand.................... ... ... 1310 14,068 | 14.051 | 13,564 , 14,193 14,793 * 14,658 15 811 16,803 l 15,331
4 Time! -1 6,882 ° 10,106 9,932 10,348 | 10,180 10,644 10546 , 10,757 | 11,550 ° 11,450
5 U.S. Treasury bills and certi lL:ltL.\ IL886 35,662 ! 35,662 37,414 | 40,964 40,119 . 38,934 | 38,643 40,744 41,076
6 Other short-term liabilities 3, . ... ..., 18,399 34.246 ° 34,359 | 32,466 ° 34,966 | 35,478 | 37,552 ) 36,484 39118 36,063
7 Payable in foreign currencies. ., ... ... . ... 597 - 766 766 558 : 669 . 702 766 781 : 724 | 726
8 Nommonetary international and regional I : |
arganizations®. ... ... ... ... . .. 1,955 3,171 3,171 5,293 5,649 ( 5,966 5,102y 5,506 5,450 1 4,650
H I .
9 Payableindollars. ., ...................... 1,955 3,070 3,470 5,284 5,641 1 5,692 5,008 55020 5,445 4,646
Deposits: ' - : :
10 Demand ' 101 139 139 139 . 379 . 33 256 | 287 290 166
I Timel,..... ’ 83 11 1 148 ! 148 | 151 | 164 199 208 230
12 U.S. Treasury bill dnd certificates. . . 206 497 497 2,554 3,475 1 4,031 1 3,196 3,604 2,701 2,890
13 Other short-term liabilitiesS, ... oL 1,474 2.424 2,424 , 2.443 1,639 1,449 1,482 1,412 2 247 11,360
14 Payable in foreign currencies. ... ... i i e . 8 | & 4 | 4 | 4 5 4
15 Official institutions, banks, and other fureiuners... 67,119 ! 91,676 ‘ 91,600 |789,046 | 95,323 | 95,770 . 97,356 96,969 103,488 |100,196
16 Payable indollars, . ... ................... 6,522 90,910 90,834 |'88,457 | 94,662 95,073 96,594 l 96,193 102,769 99,474
Deposits: |
17 Demand , [1,209 13,928 | 13,912 13,426 13,814 | 14,462 14,402 15,520 ° 16,513 15,165
18 Time!...... 6.799 ' 9,995 9,821 . 10,200 10,032 10,493 10,383 10,558 . 11,343 1,220
19 U.S. Treasury bills ‘lll(‘ certific 31,500 35,165 35,165 | 34,860 . 37,489 ; 36,086 | 35,736 | 35,039 ‘ 38,042 . 38, 386
20 Other short-term habilities? | l(),‘)25 | 31,822 31,935 ° 30,023 | 33,327 \ 34,029 | 36,070 35,072 | 36,871 | 34,703
21 Payable in foreign currencies. ... ........... 597 766 ' 766 549 661 697 762 ‘ 776 719 732
22 Official institutions® . 53,057 } 53,079 | 49,513 | 51,246 49,654 ! 49,017 ' 49,273 ' 53,461 | 54,465
23 Payableindollars. . ... .. 00 00 000000 : 52,930 | 52,952 . 49,503 51,246 49,654  49.0]7 | 49,273 | 53,461 54,465
Deposits: I i : :
24 Demand........... 2.951 . 2,951 2,644 2,380 | 2,544 1 2,706 2,685 3,394 ! 2,931
25 Timel. .. ... | 4,257 1 4,167 3,423 -,1.07 2,144 2,127 2,149 2,335 2,456
26 U.S. Treasury bi 34,656  34.656 | 34,182 36,974 35,051 35,241 | 34,656 | 37,675 38,031
27 Other short-term liabilities s 11,066 11.178 ° 9,264 | ‘),()85 19,314 8,943 9,783 | 10,087 | 11,047
28 Payable in foreign currencies. ... 0. | 127 127 1 2
29 Danks and other foreigners. ................ ... 23,196 38,619 38,520 !’39,533 | 44,077 | 46,115 | 48,339 ‘ 47,696 | 50,027 ' 45,888
30 Payableindollars. . ..... ... ... ... ... I 22,727 1 37,980 | 37,881 | 738,984 | 44,738 45,418 47,577 | 48,472 . 49,308 45,166
31 Banks?. ..o oo 17,224 29,676 ° 29,467 | 28,906 | 32,192 32,944 306,178 | 34,608 | 36,717 | 32,687
Deposits: | . i !
32 Demand . 6.941 8 248 | 8.231 7,534 7,929 8,233 8,361 8,897 9,104 8,492
33 Timel...... .. 529 | ‘)42 1.910 1,942 2,200 2,578 2,291 1,949 2,484 2,086
34 U.S. Treasury bills and certificates 11 232 232 335, 162 176 223 174 169 | 172
35 Other short-term liabilities 3 9,743 19, 254 19.094 ° 19,155 | 21,895 | 22,956 ‘ 25,303 23,589 ' 24,900 © 21,937
36 Other foreigners. ... 5,502 8,304 | 8,414 710,017 | 11,223 1,475 11,399 | 12,312, 12,591 12,479
Deposits: \ i ' \
37 Demand . ..o 2,729 2,730 3.248 | 3,505 ] 3,686 3,335 0 3,943 4,015 1 3,742
38 Time! o 3,796 3,744  '4,823 - 5,618 5,771 5,965 . 6,461 6,524 6,678
39 U.S. Treasury bills and certificates : 277 277 342 353 259 274 | 209 198 183
40 Other short-term linbilitiesS. .. ... ...... | 1,502 1,664 1,605 | 1,747 1,759 1,824 7 1,700 I 854 1 1,876
' ! |
41 Payable in foreign currencies. ... ......... .. 639 639 549 661 ‘ 697 ¢ 762 776 | 719 722

I Lixcludes negotiable time certificates of deposit, which are included

n “Qther short-term liabilities.”

2 Includes nonmarketable certificates of indebtedness and
bills issued to oflicial institutions of foreign countries,

3 Includes liabilities of U.S. banks to their forcign branches, liabilitics
of U.S. agencies and branches of foreign banks 10 their head Offices and
foreign branches of their head offices, bankers acceptances, commercial
paper, and negotiable time certificates of depos

4 Principally the International Bank tor Rl.wnstruc.uon and Develop-
ment, and the [nter-American and Asian Development Banks.

5 Principally bankers acceptances, commercial paper, and negotiable
time certificates of deposit.,

‘T'reasury

6 Foreign central banks and foreign central governments and their
agencics, and Bank (or International Scttlements.

7 Excludes central banks, which are included in “Oflicial institutions.’

8 Data in the two Lulumns shown for this date differ because o1 LhdllL,LS
in reporting coverage. Figures in the first column are comparable with
those tor the preceding date; figures in the second column are comparable
with those shown tor the tollowing date.

NoTE~ “*Short-term obligations™ are those payable on demand, or
having an original maturity of 1 year or [ess,
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3.16 SHORT-TERM LIABILITIES TO FOREIGNERS Reported by Banks in the United States
By Country
Millions of dollars; end of period
1974 ! ' 1976 1977
Arca and country 1973 _ _ __. 1 19750 1 e e e -
Dec.7 , Aug.” ‘ Sept.r | Oct.r | Nov.r | Dec.” | Jan.r
H [
L 7 ) 69,074 | 94,847 . 94,771 1194,338 (100,972 (101,736 |102,458 |102,475 108,938 |104,846
2 Foreign countries. . ....oo oo, 67,119 1 91,676 | 91,600 @ 89,046 | 95,323 | 95,770 | 97,356 96,969 1103,488 (100,196
3 Europe. o e 40,742 | 48,667 | 48,813 J 43,988 | 39,002 | 40,177 * 39,967 | 42,480 | 46,915 | 43,597
4 AUSITid ., oo e s 16! 007 | 607 754 412 335 334 332 348 373
5 Belgium-Luxembourg 1,483 2,506 « 2,506 2,898 1,976 ° 1,946 1,879 2,085 2,268 2,376
[ Denmark. ... 659 369 369 | 332 439 1V 372 416 363 419
7 Finland 165 266 266 391 435 415 ° 407 378 419 389
8 France. . ... . . 3.483 ( 4,287 4,287 7,733 ’ 4,222 4,363 l 4,409 . 4,642 4,875 4,701
P} GErMANY, ..o 13.227 | 9,420  9.429 | 4,357 ' 4,738 | 5,964 | 6,532 | 5,418 5,965 5,303
10 Greeee, 389 248 . 248 | 284 350 | 336 405 378 403 421
11 Taly. oo 1,404 2,617 , 2,577 - 1,072 2,641 | 1,574 1,583 ° 2,884 3,206 2,858
12 Netherlands ..o 2,886 3,234 3,234 3,411 2,189 2,566 2,534 2,094 3,007 | 2,829
13 NOPWHRY o i e e e 965 1.040 ' 1,040 996 684 789 690 740 785 566
14 Portugal. ..o i 534 310 310 195 257 193 177 206 239 172
15 SRR L i s 305 382 ' 382 426 419 540 506 478 565 494
16 SWEACN . .o 1.885 | 1,138 | 1,138 | 2,28 | 2,227 1,979 . 1,295 | 1,420 | 1,693 | 1,613
17 Switzerland. ... ... o 3.377 9,986 ‘ 10,139 8,514 9,250 ; 9,016 8,331 - 8,846 9,453 9,570
18 Turkey . ..o e 98 152 152 118 100 65 74 88 166 85
19 United Kingdom. ..o iionn. 6,148 7,559 1 7,584 6,886 1 6,143 7,296 7,953 8,401 | 10,001 8,431
20 Yugoslavia.. ... o o iii e 86 183 183 126 ! 142 128 131 147 188 113
21 Other Western Europel, ..o . L. 3.352 4.073 4,073 2,970 - 2,130 ' 2,103 2,089 i 2,639 | 2,661 2,263
22 USSR 22 82 82 40 34 7 80 84 51 47
23 Other Bastern Lurope. ..o ot 10 206 206 - 200 215 182 184 203 | 255 172
24 Canada.......... .. . 0 e e 3,627 | 3,517 3,520 . 3,076 | 3,805 4,79 4,033 3,944 4,784 | 4,519
25 Latin America.,..........., 7,664 | 12,038 | 11,754 |"14,942 * 17,600 | 17,490 | 19,065 i 17,684 19,009 | 17,745
26 Argentina. 924 886 886 ° 1,147 1,510 1,437 1,374 1,293 1,538 1,648
27 Bahamas 852 1,448 1,054 1,827 ; 3,006 ' 2,628 4,817 2,654 | 2,789 1,974
28 Brazil 860 1,034 1,034 1,227 | 1,200 1,132 1,323 1,168 1,432 1,292
29 Chile, . 158 276 276 317 298 325 298 315 i3s 125
30 Colombia. ..o 247 305 305 417 - 772 767 | 804 922 1,017 1,110
il Cuba. .o 7 7 7 [ 7 6 6 - 6 6 6
32 MEXICO. . e e 1,296 1,770 1.770 | 2,066 | 2,287 2,348 ‘ 2,475 2,860 2,848 | 2,710
33 Panama. ... ... e 282 488 5100 1,099 1,387 912 1 866 1,188 1,140 909
34 Peru. ... . 135 272 272 . 244 239 236 247 ‘ 243 256 244
35 120 147 | 165 172 | 226 244 | 233 238 245 250
36 1,468 3,413 3.413 ‘ 3,289 3,092 3,208 2,644 3,009 3,060 | 2,966
37 Other Latin American republics......... .. 884 1,316 1,316 1,494 ' 1,703 1,750 1,676 1,740 2,062 2,033
38 Netherlands Antilles2, ...t 71 158 158 | 129 - 149 147 160 ¢ 157 140 151
19 Other Latin America . ..o L, 359 519 589 | 1,507 ¢ 1,723 2,348 2,142 1,890 | 2,14} 2,126
Q) ASIG e e e 10,839 | 21,073 | 21,130 | 21,539 29,360 | 28,406 = 29,745 = 28,982 | 28,460 | 29,788
41 China, People’s Republic of (Mainland). . ..! 38 50 50 | 123 45 - 45 48 59 | 4 307
42 China, Republic of (Taiwan). . ........... . 757 818 gig ., 1,025 : 1,132 1,122 1,182 1,092 985 797
43 Hong Kong K 3 530 623 : 842 874 887 859 892 941
44 India............ oo 261 126 | 1,047 985 1,048 910 648 510
45 INdOResSia. oot e 1,221 369 1,002 995 1,154 314 340 695
46 Israel. .. .o 389 386 324 300 310 325 385 430
47 Japan. .. ... ..o e 110,931 . 10,218 | 14,194 14,424 | 14,663 | 14,736 14,380 | 14,480
48 Korea..... ! 384 390 369 35 366 324 437 448
49 Philippine: 747 698 | 653 622 582 606 627 603
50 Thailand 333 252 | 248 215 223 244 275 301
51 Middle 4.623 6,461 @ 8,127 7,198 7,741 8,124 8,073 9,029
52 Other# 844 867 : 1,376 1,276 + 1,539 1,388 1,372 1,245
53 Africa.. .. e 3,551 3,373 ’ 3,469 | 3,076 2,782 2,281 2,300 2,207
54 Egypt, .. 03 103 343 200 186 213 171 33 209
55 Moroceo k 38 | 68 | 107 ! 80 85 72 88 97
56 South Africa.... 114 130 130 169 164 165 183 132 143 211
57 ZAIre . .o e e 87 84 84 63 36 37 45 64 35 48
58 Qil-exporting countriesS ., . .. ..o iiee . 2,814 | 2,814 | 2,239 | 2,368 | 2,075 1,732 1,321 1,115 1,033
59 Grhert, ., e 808 383 383 | 49 593 532 524 521 586 609
60 Other countries. ... oo i 3,190 1 2,831 2,831 2,128 | 2,087 1,824 | 1,763 1,598 2,019 2,339
61 Australia. ... ..o ,131 2,742 2,742 2,014 1,964 1,711 ¢+ 1,645 1,486 1,911 2,224
62 Allother. . ..o e 59 89 | 89 114 122 114 119 . 112 108 116
63 Nonmonetary international and regional l | .

OTERNIZALIONS . . ..o 1,958 ) 3,11 3,1mM 5,293 | 5,649 5,966 | 5,102 | 5,506 5,450 | 4,650
64  International. .. ...vveii i i 1,627 2,900 | 2,900 5,064 | 5,285 5,613 4,717 . 5,109 5,091 4,300
65 Latin American regional.............. ..., 272 202 202 187 168 154 182 160 136 1¢0
66 Otherregionald, . ..., 57 | 69 69 42 196 199 203 I 237 223 190

For notes see bottom of p, AS9.



3.17 SHORT-TERM LIABILITIES

Supplemental “Other™ Countries !
Millions of dollars; end of period

TO FORLIGNLERS

Bank-reported Data

Reported by Banks in the United States

AS9

1974 ! 1975 1976 1974 ‘ 1975 1976
Area and country : Area and country | B
Apr. | Dec | Apr.  Dec. | Apr. Apr. | Dec. | Apr | Dec. | Apr,
- — 1 . I_ R . [ — —_ Ep— - - e -
i :
Other Western Furope: . ! ! : Other Asia: | .
T Cyprus. .o iiiiiiiinnnnns 0 7. 17 ! [ (R 25 Afghanistan 11 - 18 19 ¢ 41 54
2 Iceland., . . 21, 20 I 33 ... 26 Bangladesh. . 12 21 50 54 ......
3 Ircland, Republic ofl Sy L2902 75 . 39 ] 27 Burma. 42 65 49 3L 34
i ! 28 Cambodia. 4 4 4 4 .,
' : 29 Jordan,.... 6 22 30 0 20
4 6 361 13 19 . 13|30 laos.... 3 3 50 2" 2
5 b (.|lOle\.,lkld 19 34 | 11 32 | 10| 31 Lebanona,oooooa oo, 68 1 126 180 117 ...
6  German Democratic Republic. | 3 36 18 17 3 (32 Malaysia..ovoiiiiiina .. 40 63+ 92 77 105
7  Hungary ! 3 14 | 11 | 131 1033 Nepal..................... 200 25 7 22 28 34
8  Poland.. 36 551 42 66 65 | 34  Pakistan................... 108 | 91 118 74 89
9 Rumania 16 25 ¢ 14 44 28 | 35 Singapore......... 165 245 | 215 256 |......
: 36 Sri Lanka (Ceylon) 13 14 13 13 9
Other Latin American republics: 37 Vietnam...... o0 08 126 ° 70 62 33
1 Bolivia . . Co102 926 93 110 I 104
11 Costa 88 118 120 124! 69 Other Africa: .
12 D()mlmun Republic, Lo 137 12 214 | 169 149 | 38  Ilithiopia (incl. Eritrea).... 118 95 - 76 (Y] 70
13 Feuador,........... .. 90 122 157 120 ...... 39 Ghana........o.o00. ... 22 18 13 23 ...,
14 El Saivador. .. e 129 129 1+ |44 171 128 | 40 Ivory Coast.... 13, 7 11 62 |......
15 Guatemala. .. .. 245 219 | 255 260 - 177 | 41 Kenya, 20 ¢ 31 32 19 37
16 Haiti.....oo0.. . 28 35 34 38 33 | 42 Liberia. ....... 29 39 33 53 o1
17 Hondura .. 71 88 92 99 | 69 | 43 Southern Rhode. 1 2! 3 [ 1
18 Jamaica....... Lo 52 69 62 41, 49 [ 44 Sudan.,....... 2 4 14 12
19 Nicaragua, .. 119127 ‘ 125 133 i 89 | 45 Tanzonia,, 12 - 1 21 30
20 Paraguay...... e 40 ; 46| 38 43 ;. 43 | 46 Tunis 17 . 19 23 29
21 SUrinam2. . ..o ee e e el [P 12 | 47 Uganda. . 11 13 38 22
22 Trinidad and To . 20 0 071 31 13l L 48  Zambia.....ooooioiiieen 66 | 22 | 18 78
Other Latin America: [ | : All Other: : i
23 Bermuda...oiiiieiiiiiie. 1201 116 100 170 |...... 49  New Zealand............... 33, 47| 36 | 42 29
24 British West Indies........... | 354 449, 627 1,311 RRRRE | i i
1 Represents a partial breakdown of the amounts shown in the “Other”” 2 Surinam included with Netherlands Antilles until January 1976,
categories on Table 3,16,
3.18 LONG-TERM LIABILITIES TO FOREIGNERS Reported by Banks in the United States
Millions of dollars; end of period
1976 1977
Holder, and area or country 1973 1974 1975 o . . _ o __
Julyr Aug.’ | Sept.r Oct. " Nov.r Dec.# Jan.»
FTotal, oo e 1,462 1,285 1,812 2,271 2,242 2,206 2,318 2,310 2,393 2,349
2 Nonmonetary international and regional |
OTRANIZALIONS . . . ... 761 822 415 235 246 | 214 333 08 261 264
3 Foreipn countries. . .. ... oo v 700 464 1,397 | 2,026 1,991 | 1,991 1,962 2,003 2,132 2,085
4 Oflicial institutions, including central banks, .. 310 124 931 1.454 1.402 1,386 1,314 1,313 1,352 1,242
5 Banks, excluding central banks. .. .......... 291 261 364 438 445 446 499 524 585 620
6  Otherforeigners. . ..., 100 79 100 143 149 159 170 165 194 224
Area or country:
T O BUTOPC. ottt e e 470 226 330 451 457 458 489 507 525 571
8 Germany 159 146 214 07 311 312 310 RIVD) 313 313
9 United Kingdom................. .. ... 66 59 66 85 88 87 99 125 132 157
10 Canada......... 8 19 23 26 20 26 26 20 29 k1]
I Latin America 132 {15 140 17 122 125 151 152 230 244
12 Middle Last oil-exporting countries!. .. .. ....[........ 94 894 1,423 1,369 1,340 1.286 1.239 1,251 1,166
13 Other Asia?. ..o oo 82 7 8 17 19 41 27 77 96 68
14 African oil-exporting countries3 ... ..o ] * * * * * * * - *
15  Other Africad. ..., 1 t 1 1 1 i 1 1 1 2
16 Allothercountries. ......oo.ooiviii, 7 - * 1 1 1 1 1 l 4

1 Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia,
and United Arab Emirates (Trucial Stages),
2 Includes Middle East oil-exporting countries until December 1974,
3} Comprises Algeria, Gabon, Libya, and Nigeria.

NOTES TO TABLY. 3,16:
lncludes Bank for International Settlements.
2 Surinam included with Netherlands Antilles until January 1976,
3 Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia,
and United Arab Emirates (Trucial States).
4 Includes oil-exporting countries until December 1974,
3 Comprises Algeria, Gabon, Libya, and Nigeria,

4 Includes African ojl-exporting countries until December 1974,

NoT.—lLong-term obligations are those having an originul maturity
of more than 1 year.

which is included in “Other Western Europe.”

0 Asian, African, and Furopean regional nrgﬂnizutinns, except BIS,

7 Data in the two columns shown for this date differ because of changes
Figures in the first column are comparable with

in report lllg coverage.

those shown for the preceding date;

comparable with those shown f{or the following date.

figures in the second column are



A60 International Statistics 11 March 1977

3.19 SHORT-TERM CLAIMS ON I-ORHGVFRS

By Country
Millions of dollars; end of period

Reported by Banks in the United States

Arca and country . 1973 1974
FTotal, oo oo 20,723 19,056 -
2 Foreign countries. . ............. oo in, 20,723 39,085 |
J 0 EHOPC. e e 3,970 6,255
4 AUSIII . . e 11 21
s Belgium-Luxembourg. ... ..ooovuiuunn, .. 147 384
6 Penmurk. ... e 48 46
7 Finland, ..o oo cii o 108 122
8 brance............. ... oo 62] 673
9 Germany, . 311 589
10 Cireece, 35 64
i ftaly... 316 345
12 Netherla . veen 133 . 348
13 TS L TN 72 - 119
14 Portugal ..o e s 23 20
15 Spain. oo 222 196
16 SWeUEN . oot e 153 180
17 Switzerland........ ... .0 e . 176 : 335
18 Turkey., ..o e N 10 15
19 United Kingdom,,................... . 1,459 2,580
20 Yugoslavid, . .. ..oonniiii e 10 22!
21 Other Western Europe. . 25 | 22
22 S.SR 46 46
23 Other 1 astern Europe 44 131
24 Canada. ... .. .. ... i 1,955 2,776
25 Latin America. . ... 5900 ' 12,377
26 Argentna, .. oo e 499 720
27 Bahamas. ... ooooioieiiiinnninnennnn. 883 3,405
28 Brazil, 900 1,418
29 Chile st . 290
30 Colombia 397 713
3t Cuba 12 14
32 Mexico. o i e | 1,373 1,972
33 Panama,, . 74 5
34 Peru.. 178 518
35 Uruguay. 55 63
36 Venezuela,, . ...o0.0s, 518 704
37 Other American republics . . 493 852
38 Netherlands Antilles!..... e . 13 62
39 Other Jatin AMETiCd ., . vvvrvvtiiinernnnn. ! 154 : 1,142
Q0 ASIU e e 8,224 | 16,226
41 China, People’s Republic of (Mainland) . 31 4
42 Chmu Republic of (Taiwan) i
43 Hong K
44 India l
45 Indonesia :
46 Israel
47 Japan.
48 Korca
49 Philippines, . e .
50 Thailand................oo0in
51 Middle East oil-exporting countries?
52 Otherd, ,............ PR
53 Africa.
54 Egypt,
55 Morocco
56 South Africa
57 Zaire
58 O|l ex
59 Other
60 Other countries............ocoiivniiiininns 286, 565
61 Australin 243 466
62 All other, ., 43 99
63 Nonmonctary international and regional
OTRATMZALIONS , , o v\ oo vie et inn i raanenens , 1 .

1975
t

50,231

352
49

49
370
300

71

16

167
237
86
4,718
38

27
103
108

2,817

20,532
;71,203

7,570
[ 2,221

736
258

249

50,229
8,987
15

128 :
1,471
436

16,057
22

July'
59,316 58,014
59,308 58,002
9,995 . 9,479
24 24
555 465
68 50
133 176
1,100 929
430 412
70 68
644 617
253 268
74 78
53 57
302 239
97 143
374 442
8l 77
5,435 5,167
45 40
42 50
69 53
147 125
3,027 3,050
28,461 27,607
1,149 1,149
12 367 11,519
2 633 2,772
364 352
537 501
13 ‘ 13
3,561 ° 3,559
697 778
665 660
31 31
1,237 1,503
1,059 978
2 29
4,121 3,759
15,898 | 15,832
12 4
908 939
296 251
36 36
125 108
269 257
10,340 ' 10,116
1,614 1,551
389 459
4635 437
‘180 836
665 838
1,310 1,395
117 115
18 15
698 695
24 24
185 268
269 278
617 638
542 553
74 85
8 12

1976

| b7
'Aug.r ! Sept.r

60,317
60,305

3,169

30,042 :
961 .

14,192

2,891
343
459

13

3,457

809 -

694

28
1,305
1112

42
3,737

15,695
. 4

981

12

Oct. "

60,986
60,981
10,435

2

123
3,129

29,275 1
902

12,587
3,125
350
517
13
3,211
1,119
638
28
1,338
1,037

Nov.”

63,890
63,884
10,797

3,136
31,580
858
14,59
3,259

358
523

| pLISNG

68,885
68,880
12,082
44

662

85

141
1,448

[ wn
= >
E

3,100

33,808
962

15,205 !

w
>
'S

17,765
3

987
361

4]

76
554

1,722

1,312
3

559 ¢
422 -

10,992 .

1977

Jan.#

63,663

| 63,656

1 Tncludes Surinum until January 1976.
2 Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia,

and United Arab Emirates (Trucml States).

3 Includes oil-exporting countries until December 1974,

4 Comprises Algeria, Gabon, Libya, and Nigeria.
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3.20 SHORT-TERM CLAIMS ON FOREIGNERS Reported by Banks in the United States
By Type of Claim
Millions of dollars; end of period
| | 1976 1977
Type 1973 ! 1974 1975 o |
i | July 7 Aug.’ | Scpt r Oct.” | Nov, ” Dec.? Jan.»
e - e [ - o —
U 1Y S P 20,723 39,056 I|’50,231 - 59,316 ‘ 58,014 | 60,317 | 60,986 | 63,890 : 68,885 | 63,663
2 Payable indollars ... .o i 120,061 | 37,859 748,902 | 57,859 | 59,556 | 58,661 @ 59,330 | 62,085 | 67,240 | 61,947
3 Loans, total ... ... e e 7,660 711,291 i"13.2()5 15,586 ; 15,270 14,914 | 16,221 | 16,191 | 18,357 | 16,143
4 Offictal inStitutions, including central banks. .. .. 284 | 381 613 730 1,009 781 1,055 ,269 1,451 1,250
Banks, Lxcludlm, central banks.............. 4,538 ; 77,332 ° 17,665 | 9,660 9,060 9,003 | 10,015 9,639 11,091 9,378
() All other, including nonmonetary interna- ) H '
tional and regional organizations, ... ... .. 2,838 3,579 | 4,926 5,196 5,202 5,130 5,151 i 5,282 5,814 5,516
! i
7 Collections oustanding............vovvinu- 4,307 5,637 | 5,467 - 5,542 5,495 5,746 5,586 5,628 5,846 5,834
8  Acceptances made for accounts of foreigners, . .| 4,160 11,237 | 11,147 . 11,451 : 11,144 | 11,213 11,461 11,422 | 12,367 | 12,021
9 Otherclaims)..........cooiviiieiiiie, s 3,938 9,689 719,082 | 25,280 | 24,562 © 26,789 26,015 28,843 | 30,670 | 27,949
10 Payable in foreign currencies. . ................ ! 662 1,196 1,329 1,457 . 1,542 . 1,656 i 1,704 1,805 1,645 1,716
11 Deposits with forcigners,. 428 669 656 850 903 1,029 1,052 1,084 1,063 1,113
12 Foreign government securities, commercial . : !
and finance paper......... i 119 | 289 301 132 143 120 102 85 1 84 145
13 Otherclaims............ooiiiiiiii s | 115 | 238 372 475 496 507 550 635 | 498 458

! Includes claims o U.S. banks on their foreign branches and claims
of U.S. agencies and branches of foreign banks on their head offices and
foreign branches of their head offices.

Not1g.—Short-term claims are principally the following items payable
on demand or with a contractual maturity of not more than 1 year: loans

made to, and acceptances made for, foreigners; drafts drawn against
foreigners, where collection is being made by banks and bankers for
their own account or for account of their customers in the United States;
and foreign currency balances held abroad by banks and bankers and
their customers in the United States. Excludes foreign currencies held
by U.S. monetary authorities.

3.21 LONG-TERM CLAIMS ON FOREIGNERS Reported by Banks in the United States
Millions of dollars outstanding; end of period
I -
1976 | 1om
Type, and area or country 1973 1974 1975 [ _ [ [
i | July't | Aug.r Sept o Qctr Nov." | Dec.r Jan,»
T Total ..o | 5,996 | 7.17% | 9,540 10,385 | 10,955 111,205 ! 11,345 | 11,612 11,675 | 11,686
By t ‘ ! 1
ype: | !
2 Payable indollars............................ | 5,924 ‘ 7,099 9,423 | 10,252 10,822 | 11,063 | 11,206 ‘ 11,465 | 11,527 11,536
3 Loans,total. .. .0 e 5,446 6,490 | 18,316 8,867 | 9,357 9,351 9,670 | 9,837 © 9,621 92,9258
4 Qfficial institutions, including central banks ;1,156 ,324 11,350 . 1,321 1 338 1,312 1,323 1,364 1,420 1,402
5 Banks, excluding central banks............ | 591 . 29 1,567 | 1,850 979 2,039 2,115 2,164 2,202 2,185
6 All othcr including nonmonetary interna- | i | :
tional and regional organizations........ 3,698 | 4,237 5,399 5,695 1 6,040 6,201 1 6,232 6,308 6,298 6,338
7 Other long-term claims. o oo ovveini e 478 : 609 | 1,107 1,386 1,465 | 1,512 1,536 | £,628 1,606 1,611
8 Payable in forcign currencies. ... ............. 72 80 116 - 133 133 ‘ 142 | 139 i 147 | 148 150
By area or country: | | | :
9 FUIODE. ¢ vttt iit it 1,271 ‘ 1,908 2,708 2,870, 3,093 3,133 3,191 3,285 3,236 3,303
10 Canada,.. 490 ! 501 555 575 | 592 '623 570 | 590 586 520
11 Latin America 2,116 2,614 3,468 4,102 4,382 4,519 4,565 @ 4,094 \ 4,806 ° 4,877
12 AsiGe oo i e 1,582 1,619 1,795 1,810 " 1,835 1,856 | 1,901 ‘ 1,885 1,886 | 1,839
13 Jupan R 25 258 296 337§ 355 370 381 ° 368 391 - 387
14 Middle East oil-exporting countries!, . 384 220 183 187 171 171 141 146 117
15 Other Asin2., ... oviiiiiiiiiiiiininn: 977 1,279 © 1,290 1,667 1,315 1 1,349 ‘ 1,376 1,349 | 1,335
16 Africa. ..o i 366 ! 747 742 771 800 839 888 | 883 852
17 Qil-exporting countries3, 62 151 212 226 236 259 269 264 201
18 Other4................ 305 596 530 545 564 580 619 619 651
19 All other countries®, v ... veviinen e unss 171 | 267 245 l 239 233 l 281 226 ' 234 251
\ ;

1 Comprises Bahrain, Iran, Irag, Kuwait, Oman, Qatar, Saudi Arabia,
and United Arab Emirates (Trucnal States),
2 Includes Middle East oil-exporting countries until December 1974,

3 Comprises Algeria, Gabon, Libya, and Nigeria.
4 Includes oil-exporting countries until December 1974.
§ Includes nonmonetary international and regional organizations.
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3.22 FOREIGN BRANCHLES OI° U.S. BANKS Balance Sheet Data
Millions of dollars; end ol period
1
i ; 1976
Asset account 1973 1974 ‘ 1975 |
| ! - Juner ‘ July® Aug." | Sept.r Oct.' 1 Nov, Dec.?
i ,
' All foreign countries
l . | ,
I Total, all currencies. . .. ... ... 121,866 151,905 ‘ 176,493 - 194,554 196,865 i 196,174 199,843 : 206,383 207,372 219.542
|
2 United S 1 S 5,091 6,900 1 6,743 6,618 8,709 6,980 | 6,628 9,939 7,557 7,908
3 ([;l’,‘:'rl:ntinlmr{llll((d rates I:XBO 1,4(14 3,608 3.277 ! 5,575 | 31,934 3,248 6,834 i 4,280 4,390
4 Othere . e 3,205 2,435 3078, 3,341 ‘ 31134 | 3046 | 3,381 30008 | 3276, 3.518
5 Claims on foreigners. ... ... ..., | (1,974 138,712 | 163,391 | 181,307 i 181,323 ° (82 499 | 186,192 | 189,317 1 192,609 . 204,597
6 Other branches of parent bank ! 19,177 27,559 ‘ 34,508 41,010 41,738 41,000 41,174 1 41,812 42,729 46,560
7 Other banks, . ................ ! 56,368 60,283 169,206 74,402 71,762 71,802 74,796 ©70, 152 77,179 83.417
8 Ofthcial institutions | 2,693 4,077 | 5,792 | 7,814 8,444 8,766 9,208 9,208 9,540 10.598
9 Nonbank foreigners. .. ........ ' 33,736 46,793 © 53,886 ; S8,080 39,379 - 60,932 ; 61,015 62,148 63,162  64.016
10 Otherassets.......o.ovvenenas 14,802 6,294 6,359 6,629 6,834 6,695 Pog,022 7,128 7,206 7,037
11 Total payable in V.S, dollars........ 79,445 105,969 132,901 - 146,034 149,124 | 147,245 150,434 I 156,031 | 156,364 | 167,961
12 Claims on United States. ... ... .. 4,599 6,603 6,408 6,301 8,440 6,660 6,269 9,593 7.204 7.614
13 Parent bank 1,848 4,428 . 3,028 3,208+ 5.530 3,895 3,184 6,790 4,218 | 4.330
4 Other. oo 2,751 2,175 ! 2,780 3,003 ° 2,910 2,771 3,085 | 2,808 7 2,996 3.284
\ \ i : )
IS Claims on foreigners. ... L 73,018 96,209 ' 123,496 136,603 | 137,293 | 137,374 140,919 ° 143,083 145,837 157 .14Y
16 Other branches of p.llc.n! bank..! 12,799 19,688 28,478 32,890 33.843 13,009 33,358 ¢ 34,051 34,382 38.521
17 Other banks, . . I 39,527 45,007 55,319 58,850 56,597 56,422 58,877 . 59,3106 60,240 66,100
18 Official institu 1,777 3,289 4,804 6,611 7,148 7,606 7.906 7,885 8.289 9,007
19 Nonbank foreigners. ....... ... 18,918 28,104 34,835 38, 306 i 39,705 40,3237 40,779 41,831 42,920 43 824
20 Other assets. ... ovuiirinn... ‘ 1,828 3,157 2,997 3,070 ¢ 3,392 3,206 3,246 3,353, 3,314 3,198
1 : 1 i
United Kingdom
| R
|
21 Total, all currencies. ........c...... 61,732 69,804 74,883 | 74,460 73,494 73,229 | 73,589 - 76.854  77.249 81.450
22 Claims on United States .. 1,789 3,248 2,300 ¢ 1,702 1,862 1,758 2,036 1 1.356 3,420 3.455
23 Parent bank, . 738 2,472 1,449 802 1.002 938 1,081 2,413 2,538 2,376
24 Other...... o 1,051 776 943 ' 900 R60 . 821 985 843 848 | 974
: ! I
25 Claims of foreigners. . ... ... .. 57,761 64,111 | 70,331 70,526 69,350 1 69 298 69,217 . 71,162 70,477 1 75,842
26 Other branches of parent bank.. 8,773 12,724 17,557 18,143 18,843 : 18,044 17.745 :© 18,358 17,949 19,737
27 Other banks. . ................ 34,442 32,701 35,904 35,799 33.580 + 34,135 34,405 35,336 35,846 38,089
28 Oflicial institutions. . 738 788 881 888 909 | 1,007 1,138 211 o168 1,274
29 Nonbank foreigners., .......... 13,811 17,898 15,990 15,695 16,018 l 16,112 15,929 16,257 16,514, 16,742
30 Otherassets..............ovieen 2,183 2,445 7 2,159 1 2,233 2,273 I 2.173 2,335 2,436 2,345 . 2,253
31 Total payable in U.S, dollars........ 40,323 49,211 57,361 } 55,360 | 54,871 . 54,522 54,547 57.161 57.699 61.571
32 Claims on United States .. 1,642 3,146 2,273 i 1,614 1,780 1,658 1,902 | 3,124 3,313 3,276
33 Parent bank, .. ... .. . 730 | 2,468 1,445 | 795 997 934 1.064 | 2,406 2,523 2,374
34 Other.oy oo I 912 678 828 i 819 743 724 838 ! 719 789 . 903
35 Claims on foreigners. ... ... ..... 37,817 1 44,694 1 54,121 | 52,900 . 52,250 52,006 | 51,782 §3,112 53,541 E 57.471
36 Other branches of parent bank. . - 6,509 10,265 7 15,645 © 15,455 ° 16,204 15.401 . 15,195 15,829 15,405 - 17,233
37 Other banks 3 23,716 | 28,224 27,066 25,3170 25.826 | 25,866 26,421 27,008 | 28,983
38 Official institutions 510 ()l() 1 048 631 659 799 862 912 - 817 8406
39 Nonbank foreigners. .......... 7,400 10,102 | 9,604 9,747 . 10,018 9,980 - 9,859 9,950 | 10,311 10,409
40  Otherassets..... ... ............ | 865 | 1,372 967 846 841 ! 858 . 863 0925 845 824
. i 1
| Buhamas and Caymans
. S ) - |
41 Total, all currencies. .. ............ | 23,71 | 3,733 45,203 57,118 59,943 57,677 60,75} 63,508 | 61,758 I 67.144
42 Claims on United States. ... ......, 2,210 ¢ 2,464 3,229 3,716 5,835 3,554 3,330 | 5,464 © 2,892 i 3.AlN
43 Parent bank 37 1,081 1,477 1,636 . 3,864 1,641 1,257 - 3,490 . 766 1 1,005
44 Otherooovio i 1,893 1,383 1,752 2,081 - 1.971 1,913 2,072 1,973 2,126 2,323
45 Claims on forcigners. . L 20,041 28,453 41,040 52,363 . 52,898 . 52,933 | 56,255 56,806 57,644 | 62,513
46 Other branches of parent bank... 1,928 3,478 5,411« 7.254: 7,149 "¢.791 7,250 7,296 7,380 1 8,853
47 ()tl]c_l‘ banks, . e 9,895 11,354 16,298 - 21,205 20,669 | 20,217 22.447 22,136 22,438 25,195
48 Official institutions.......... {151 . 2,022 3,576 5,160 5,699 5,929 6,059 6,040 6,485 7.101
49 Nonbank foreigners. ,......... 8,068 ‘ 11,599 15,756 18,744 19.381 © 19,995 20,498 21,334 21,322 21.365
. " 1 . '
50 Otherassets.................... 520 1 815 933 1,039 ! 1,180 1,190 1,169 ' 1,239 1,232 | 1.213
51 Total payable in U.S, dollars........ 21,937 = 28,726 : 41,887 53,365 \ 56,076 ' 56,600 59,219 57,672 I 61,084

53,520 !




Overseas Branches A63
3.22 Continued
] ]
l 1976
Liability account 1973 1974 1975 | ;
Dy, n ' .
et a3 100 " June July " Aug, ' Sept.” Oct. Nov. Dee.?
! All foreign countries
U Total, all currencies................ ' 121,866 | 151,905 | 176,493 | 194,554 | 196,865 | 196,174 | 199,843 206,383 | 207,372 I 219,542
|
2 To United States ..o 000 5,610 - {1,982 20,221 v 27,897 28,616 27,118 29,978 29,457 30,7357 31,428
3 “l‘nlf::’xlx(tllluu’;{c“, \ . . 1 ,(:42 5,809 12,165 16,430 15,947 | 16,495 \ 18,957 17,869 | 19,058 18,067
4 Other, oo Lol 3,908 6,173 8,057 11,467 12,669 10,623 11,020 | 11,588 11,699 13,361
§ To foreigners .. ... 0000 L6015 ) 132,990 149 .8/5 V160, 456 i 51,637 ’ 162,711 ' 163,318 | 170,083 | 169,862 i 181,299
6 Other branches of parent bank 18,213 26,941 34,111 39,979 41,004 40,071 40,119 41,044 41,650 40,458
7 Other bBankS. -\ oeeerannennr 65380 65,675 | 720289 0 751537 | 74°210 4 74,367 | 75,054 78,912 77,810 | 83308
8 Official institution .. 10,330 20,185 22,772 21,635 - 22.279 23,428 23,731 . 25,019 23,967 \ 25,828
9 Nonbank foreigners. .......... 17,0683 20,189 ¢+ 20,672 23,285 24,084 24,844 24,414 + 25 107 26,436 25,708
| ' !
10 Other liabilities. ................ 4,641 0 6,933 6,456 6,221 6,612 6,346 | 6,547 0,844 6,753 : 6,815
| .
11 Totul payablein U.S, dollars. .. ..... 80,374 107,890 135,907 | 150,536 153,221 ~ 151,788 | 155,149 ! 160,440 1 160,824 173,326
12 To United States . ..., ... . 5,027 . 11,437 19,503 27,094 27,848 26,348 29,088 28,683 1 29,866 . 30,641
13 (l’ill{t’!’H‘lihi|ll(l'\'f.\ ............. . 1,477 5,641 ! 11,939 16,156 15,691 1 16,254 18,624 | 17,633 18,820 17,854
14 Other. oo 3,550 5,795 7,504 10,938 12,157 10,094 . 10,404 ' 1,049 11,046 - 12,787
IS To forcigners U ogaase oas03 . 102,879 120,078 ' 120,097 [ 122,187 122,677 128,358 , 127,535 | 139,088
16 Other branches of parent bank. . 12,554 19,330 28,217 4 32,760 33,852 32,690 ] 32,921 ) 33,850 33,951 39,189
17 Other banks. ...l e 43,641 43,656 51,583 54,085 53,573 53,298 53,505 56,302 55,464 1+ 60,170
18 Oflicial institution: . 7,491 17,444 19,982 19,066 | 19,625 20,620 2(_),787 20,910 20“)(24 22,877
19 Nonbank foreipners. ... ....... l 9,502 12,072 1 13,097 | 14,267 14,947 15,579 {5,465 \ 16,296 © 17,196 16,852
! i I
20 Other libilities. ... ..o, ... 2058|3951 3526 3260, 3,377 3252 3383 3400 | 3,422 3,597
United Kingdom
| . .
21 Total, all currencies................ 61,732 l 69,804 | 74,883 74,460 ) 73,494 73,229 | 73,589 76,854 | 77,249 | 81,450
22 To United States .. ....0o00 ... i 2,441 ¢ 3,978 5,646 5,874 l 5,628 5,266 5,379 5,310 5,520 5,997
B Tpertoooon ol O IR WM W W R
ther oo oo o TD 4400 PRPUR G,31= 3,0 N ) 3,9 ' 3,045 N .
| ‘ 1
25 L0 forcigners.. . i 57,411 63,409 | 67,240 1 66,536 65,504 | 65,883 | 66,026 69,151 | 69,368 73,212
26 Other branches of parent bank..| 3,944 4,762 1 6,494 7,288 6,927 6,668 6,788 I 6,820 6,783 7.092
27 Other binkS. . .ooreeensnnn 340979 | 320040 320964 | 33313 | 31,487 . 30,834 , 31,015 | 32,488 . 33,690 361243
28 Official institutions 15,258 [6,553 \ 14,825 15,462 16,147 1 16,389 17,567 | 16,181 17,273
29 Nonbank forcigners 11,349 | 11,229 11,110 | 11,718 12,234 11,834 | 12,270 12,713 | 12,605
30 Other liabilities. ... | 1,990 2,418 1,997 2,080 2,272 2,080 ! 2,184 ; 2,394 | 2.360 | 2,241
31 ‘Total payable in U8, doMars. ... ... | 39,689 1 49,660 57,820 ) 56,574 i 55,978 | 55,701 l 55,625 58,031 58,757 63,158
! . |
32 To United States ..., .. ! 2,173 3,744 5,415 5,682 5,443 5,093 5,183 | 5,152 " 5,330 1 5,849
33 Parent bank ., . 113 484 : 2,083 i 1,546 1,703 1 1,498 | 1,404 1,448 1,447 1,182
34 Other. .. .. "2,000 ! 3,261 3,332 1 4,136 3,740 3,595 3,779 | 3,704 3,883 \ 4,666
as 44,594 51,447 50,044 49,691 | 49,746 | 49,579 52,017 52,503 56,356
36 | 3,256 51442 1 76218 5,878 5604 5,790 | 5,742 1 5520, 5,474
7 20,526 | 23,330 22,690 1 21,765 20,910 20,526 21,493 23,040 25,511
38 5,92 13,225 14,498 13,074 13,604 | 14,296 14,418 ; 15,550 | 14,283 15,423
349 Nonbank foreigners......... .. 6,152 ‘ 7,587 8,176 8,002 i 8,444 | 8,930 8,840 | 9,233 9,660 | 9.547
40 Other labilities ... .o oL L. : R70 1,328 l 959 I 448 | 844 862 : 862 ! 862 ‘ 924 l 983
! '
‘ Bahamas and Caymans
41 ‘Total, all currencies. ............... I 23,711 . 31,733 | 45,203 \ 57,118 | 59,913 | 57,677 | 60,753 I 63,508 | 61,758 | 67,144
42 To United States .. ..o ovvoeions. 1,573 4,815 11,047 ' 18,2030 19,370 | 18,237 1 20,218 | 20,640 | 21,148 21318
43 Parent bank L 307 1 2,636 . 7,028 12,130 1,611 12,311 15,243 14,000 14,797 14,337
44 Othersoin oo iecii e 1,266 2,180 ¢ 3,520 1 6,083 | 7,759 | 5,927 \ 5,975 6,640 | 6,347 6,978
A5 To foreigners. .. oo l 21,747 l 26,140 | 32,949 | 37,807 , 39,411 38,380 38.4(1 41,815 39,515 44,692
39 8(:1“ hrm;(chus of parent bank. . :,S()tli IZ,Z)()(Z) }?,522 12,111 I 53,};7) 1 ;%.412 | i(l)’?;‘l‘ | ;g,gs(l) i {g,;);é | ;(;,Z)g;
ther banks .. ,07 ,08 b, 823 19,72 4 350 ,12 N ,24 ,528 .
48 Oflicial institution 492 | 2,377 l 3,308 2,917 | 2,811 2,857 2,712 2,784 3,198 3,573
49 Nanbank foreign, 1,676 2,011 1 2,248 3,059 2,933 2,982 3,224 3,409 3,861 1| 3,606
L |
50 Other habilities, ... ..oooi .. 451 778 1,106 ; 1,088 | [,131 ! 1,059 1,125 [,053 | 1,099 | 1,137
5t Total payable in U8, dellars, .. ... .. 122,328 | 28,840 42,197 l 53,834 \ 56,636 i 54,154 i 57,232 ; 59,972 58,244 i 63,794
. | :
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3.23 MARKLTABLE U.S. TREASURY BONDS AND

Millions of dollars

NOTES Forcign Holdings and Transactions

2 Comprises Bahrain, Iran, lraq, Kuwait, Oman, Qatar, Saudi Arabia,
and United Amb Emirates ¢ Trucial States). "Data not available until 1975,

3 (ﬁ)r}]lgnsu Algeria, Gabon, Libya, and Nigeria. Data not available
until S,

|
| 1976 1977
Country or area 1974 | 1975 1976 - R —— —_—
| J July Aug.” ! Sept.r ! Oct.r | Nov. ' Dee.r i Jan®
l[oklmg end of pl.no(H
. _l__ - |_ —_— e — N _ — [
I Estimatedtotal. ..o e 5,708 7,703 \ ........ 11,424 \'12.153 r13,467 714,487 (715,063 |'15 798 | 16,313
2 Toreign countries. .. . ....oveenivuinnnnnnens 5,587 7,372 ‘ ........ , 10, 1350 10,746 | 11,671 * 11,954 ' 12,337 'r12,765 | 13,019
3 BHIOPO . i e 885 | 1,604 | 1,733 | 2,024 | 2,064 | 2,293 | 12,330 2,305
4 l(klg,lum 1 uxcmbomg 18 2“ ‘ ?22 512 5%2 74( 7(]2 7}1
5 crmin K h 335 i] i O
6 \juhcrla);t P 6 } 283 283 282 283 248 | 288 287
7 Sweden...... 251 1 291 275 240 242 192 191 | 191
8 Switzerland . ... ..o e 30 132 | 171 l 268 267 | 291 261 . 270
9 United Kingdom, .. ovvevv i 493 368 l 383 ° 396 403 433 485 481
10 Other Western Burope. .. .ovoovvinanns 81 | 294 284 307 | 317 325 r323 204
1 Eastern BEUrope. . covevereievnennennn. 5 4 ‘ 4 | 4 4 4 4 4
12 Canada. . ... v i e e e 713 | 395 J ........ ‘ 341 337 | 386 . 390 250 256 256
13 Latin AMERCa. . oot v iiiiie i 100 ‘ 200 {........ 203 ‘ 271 ¢ 178 | 160 J 302 32 35
14 Latin American republies. ... 12 33 ... . 39 | 39 30 36 177 184 176
15 Netherlands Antilles. ... .. e 83 161 | ........ | 157 222 138 (R R) s 118 12§
16 ASIR. .o i i e e 3,709 ( 5,370 ........ ! 7,701 7,883 8,552 8,808 ! 8.950 9,323 9,637
17 JAPAN . i e 3,498 1 3,271 ... 3,077 | 2,952 3,052 ; 3,003 2,587 2,687 2,692
18  AfTiCa. .. o s 15t | 320 0. ) 501t 521 531 ! 53 | 543 i 543 , 506
19 Allother....... oo o i * * ‘ ........ ' . ‘ d ‘ . | . . . »
20 Neonmenetary international and regional l | |
OTEAMIZALIONS . 4 v v\ v e iinnenners s 151 330 . 1,073 1,406 11,796 | r2,533 2,726 3,033 3,294
21 [Ioternational 97 ) 322 I 1.388 1,768 | 2,504 ’ 2,655 1 2,905 3,180
22 latin American regiona 53 9 e 'IB 28 728 rd} *128 114
‘ Transactions, net puth'uw or sales (—), durmg, period
. -, - - . E I - I
23 Total. ..o s 472 1,994 8,095 7815 | 729 J 1,315 1,019 577 ) r138 515
24 FOreisn Countries. . .. ...ovovv i ivnuuinennens . =573 1,814 | r5,393 324 396 ° 925 283 383 428 254
25  Official institutions. ... i, ‘ - 642 1,612 - 5,116 294 316 964 227 340 421 - 229
26 Otherloreign. .. ...ooii e 69 202 276 I 31 80 -39 56 43 6 25
27 Nonmanetary international and regional , H . )
organizations. . . ... . i 101 180 | 2,698 ‘ r491 ! 333 390 736 193 | 307 261
Mimo: Oil-exporting countries ' ' i .
28 Middle Fast2. ... i i e e e 1,797 | 3,886 . 246 | 228 35 98 630 . 140 254
29 AMTICAd . . e e e | 170 221 I 30 20 l........ \ 11 I ........ --37
|
i Tncludes Sunnam until January 1976, 4 Estimated official and private holdings of marketable U.8. Treasury

securities with an original maturity of more than 1 year. D'\tu are based
on a benchmark survey of holdings as of Jan, 3t, 1971, and monthly
transactions reports. Excludes nonmarketable U,S. Trcusury bonds and
notes held by official institutions of foreign countries.

3.24 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Millions of dollars outstanding, end of period

Assets 1973 I 1974 |
- - —— e o = I f
I DePOSItS oot it e e e 251 418 '
I
Assets held in custody: |
U.S. Treasury securities b, .. ... oo 52,070 - 55,600
3 Farmarkedgold?2. . ... ... . . i 17,0()8 1(5.838 |

1976 1977
1975 . . N
: - | ,
| Aug bcpi | Oct. | Nov. Dec. | Jan. } I'eb.
— = I
352 ‘ 393 | 362 305 | 352! 383 361
| 60,019 I 63, 457 64,215 | 64,942 | 63,962 66, 512 66,992 ' 68,653
16,745 | 16,565 | 16,590 16,505 | 16,457 | 16,414 | 16,343 | 16,304

I Murketable U.S. Treasury bills, certificates of indebtedness, notes,
and bonds; and nonmarketable U.S. Treasury securitics payable in dollars
and in forcu.n currencies.

2 The value of earmarked gold increased because of the changes in
par valuc of the U.S, dollar in May 1972 and in October 1973.

Nore.—Excludes deposits and U.S, ‘Treasury securities held for inter-
national and regional organizations. Earmarked gold is gold held for
foreign and international accounts and is not included in the gold stock
of the United States.



Investiment transactions AG6S

3.35 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

- ) : 1976 1977
Iransactions, and area or country V74 1975 1976 . X ) - X L. R

Julyr Aug.” ;. Sepl.” Oct.7 Nov. Dec.# Jan.»
U.S. corporate securities?

.mn PUrChises. .o oo e e 7.636 15,347 18,227 1,605 , 1,062 ¢ [,124 1,226 977 1,562 ° 1,410
2 Yoreignsales. ..o 7,096 10,678 15,474 1,363 | 971 | 1,116 1,321 1,025 | 1,287 (,139
1
3 Net purchases,orsales ( )........c...olL 540 | 4.669 2.752 242 ‘ 91 ! 9 Y5 49 274 271
[
4 Foreign countries. . ............ . e 527 ° 4.651 - 2.740 244 87 7 - 98 - 50 281 | 274
5 FUrope. oo 281 | 2.491 . 336 32 -15 --60 =251 118 11 115
6 Irance, ........ . 203 | 262 256 72 28 23 12 - 25 37 27
7 Germany. ... - 39 251 68 20 13 -6 --16 - 13 24 I
8 Netherlands . . | 330 359 199 =22 =21 | —26 -3 29 - 35 23
9 Switzerland. ... .. . . ' 36 809 100 " -- 58 6 —55 - 95 44! 7 40
10 United Kingdom - 377 594 340 5 13 29 - 72 ‘ 5 84 24
] Canada. 6l 325 55 - 15 5 18 1 60 5
Latin Ame e 155 I, =20 10 . 17 1 25 [
13 Middle Ias 1,640 | 1,803 209 - 92 o0 | 126 04 s 100
14 Other Asi 142 - 17 10 S 2 -4 28 : 23 9 45
15 Africa, ..... .. - 10 7 -3 -3 | —4 =3 | I | 2 2
16 Othercountries. . ...oov oo 3 15 -4 ] 2 * [ * 17 2
17 Nonmonetary international and regional i . '
OFBATIZALIONS . . . oo e e 13 18 12 -2 R} 2 4 2, -6 : 2
Bonds: l i .
18 Foreign purchases........o.ooi o 8,571 5.408 5,529 307 411 361 625 355 533 414
19 loredgnsales........... . ..., 7,582 4,642 1 4,322 156 | 237 375 386 364 524 339
200 Net purchases, orsales (- )............ ... 988 766 1,207 151 174 —14 239 -9 9 75
: ! !
21 Foreigncountries. . .......... ... .oiiiann. 1,472 ) 1,795 1,248 159 173 ° 9 | 203 110 6 | i
22 lurope 741 13 92 49 29 -6t =10 24 53 3
23 France Y6 82 49 | 10 4 | B -1 S 7 -5
24 Germany. ... 33 ~6 -50 -3 -3 * S 4 1 2
25 Netherlands . . 183 -8 q  -29 4 -3 * -5 k) w20 2
26 Switzerland 1y 158 35 16 =71 -2 -3 13 16
27 i - 52 23 3 23 7 * 15 54 - 3
28 128 96 i 2 9 I 18 1 16 7 14
29 31 94 7 9 5 | 29 1 6 27 5
30 1,553 1,179 - 104 121 18 156 : 74 - 21 59
31 35 - 165 3 5 1 3 8 - 43 1
32 i 50 =25 1 * 19 -2 2 =14 -
33 Other countries . 1 ‘ 21 * * * * | . —2! *
1
34  Nonmonetary international and regional ’ | ’
OFEANIZALIONS . . .\ oi . 483 - 1,030 -4l | ] * 4, 64 119 3 4

Ioreign securities

35 Stocks, net purchases, or sales (—) 184 - 189 - 3220 —129 -1 —27 . -1 -1

4 -—-10
36 Voreign purchase 1,907 1,541 1,937 | 128 - 123 126 132 167 217 203
37 Foreignsales. . ... ... o it 1,723 1,730 2,259 | 257 134 153 133 168 . 213 213
38 Bonds, net purchases, orsales (). ............ —- 2,218 —6,324 | —8,547 | 1,748 ‘ - 478 - 427 | --367 --400 1,298 30
39 Foreignpurchases. ... I 1,036 ! 2,383 4,932 440 333 | 363 452 455 670 816
40 Foreignsales. . ... i o 3,254 ! 8,707 | 13,479 2,188 811 790 819 855 1,968 846
i :
41 Net purchases, or sales (- ) of stocks and bonds. . ~ 2,034 - 6,514 '- 4,866 (--1,877 --489 --454 369 - 402 --1,290 - 40
; i :

42 Foreign countries. .................... ... ... —l 974 - 4,323 - -6,968 | -1,059 —423 . —471 —282 | =270 —761 - 330
43 Europe............. — 546 --53 —8§35 —130 - 60 <145 | =371 -10 139 10
44  Canada............. oo 1,508 3,202 —5,126 —H68 | --98 -331 I "4()! =20 . 640 i 300
45  latin America -93 -+ 306 1 19 . 47 20 . . - 28 37 25
46 At 142 0622 640 -9y, - 7l - 16 ' 34 -10 --24 53
47 Afr 7| 15 48 ! Y 1 ’ I . 2 1
48  Other countrics 22 | --155 | - 416 3 3 2 9 —197 3 9

49 Nonmonectary international and regional | | X i
OFBANIZALIONS . . ... | 60 -2,192 -1,898 —819 - 66 17 87 —132 529 | 290

|
! Comprises oil-cxporting countries as follows: Bahrain, Tran, Iraq, 3 Includes State and local government securities, and securities of U.S,

Kuwait, Oman, Qatar, Saudi Arabia, and United Arab Emirates (Urucial Giovt, agencics and corporations. Also includes issues of new debt seeurities
States). sold abroad by U.S. corporations organized to finance direct investment

2 Includes Middle East oil-exporting countries until 1975, abroad.
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3.26 .
in the United States
Millions of dollars; end of period

March 1977

SHORT-TERM LIABILITIES TO AND CLAIMS ON FOREIGNERS

Reported by Nonbanking Concerns

Mar.

12,733

|
1974 1975 | 1976 I 1974 1975
Type, and area or country R e — - b o
Dec Dec. Mar. June Sept.” Dec. ) Dec.
! Liabilities to foreigners |
1
L Y 5,927 6,010 6,326 l 6,301 6,335 . 11,266 12,172
By type: i !
2 Payable indollars. ... ................. ... ‘ 5,017 5,393 5,659 5,663 5,696 | 10,241 11,025
3 Payable in foreign currencies. .. .....o....... 910 617 667 | 638 639 1,024 1,146
4 Deposits with banks abroad in reporter’s !
Y Y PP EE [N 473 565
5 L6 T4 3T EREEREERIEERERE L 551 581
By area or country: ’
6 Foreign countrios. .. ... ... vt iireenennas 5,769 5,734 6,108 6,056 | 6,149 . 11,265 . 12,171
T OENOPe... o s 3,016 2,338 2,342 2,284 | 2,282 4,450 . 4,504
8 AUSIFIE . o e ! 20 - 14 6 131 16 26 i 16
9 RBelgium-Luxembourg. ... vinnn 524 . 299 296 233 | 181 128 133
10 DCHRRUK < 2o ot se st iaeans 24 | 9 12 12 13 42 39
1l Finland, .. ... .o oo e 16 14 10 7 21 - 120 91
12 France......oo i e 202 149 205 159 185 428 293
13 GETMANY .o vt eie i 313 149 152 228 256 | 335 355
14 LT 39 . 19 25 29 28 65 33
15 Maly.......... 124 172 124 115 126 395 380
16 Netherlands. 117 114 162 170 141 143 167
17 Norway . 9 20 22 22 24 36 41
18 Portugal . ............... 19 4 31 3 5 81 44
19 Spain. e s 56 81 68 51 36 . 367 407
20 Sweden.......o i Lo 41 29 25 24 35 89 062
21 Switzerland. ... o oo 138 130 159 213 239 136 242
22 Turkey, ..ot 8 25 14 20 16 26 27
21 Cnited Kingdom. . 1,256 996 928 845 806 1,847 1,905
24 Yugoslavia. ... iiii i ! 40 76 91 108 113 22 36
25 Other Western Europe..o.oovvioveoo 5 8 [ 7 8 . 21 14
26 SESR e e 48 20 23 10 ; 19 91 150
27 Other Fastern Europe. . .......oovvnon s 16 1l 10 16 14 50 70
28 Canada........ .. e 367 295 36 373 132 1,613 2,109
29 Latin Americda, ..o 0 0 e 929 914 1,177 1,073 1,007 2,336 1 2,369
30 ATEENTINA. .. ot it e it i e s 38 36 ' 41 42 41 67 S8
31 Bahamas. ..o 374 277 ¢ 376 | 330 251 594 667
32 Brazil. .. 118 96 91 90 53 468 409
33 Chile. . o e 22 14 11 15 16 | 106 36
34 Colombia 14 17 16 19 11 54 49
35 Cubi. . s * * * * * | 1
36 MEXICO . et i 60 82 92 ; 72 74 308 362
7 Panmama. ... 28 24 17 14 11 132 92
k1] PErU. o e 14 . 23 24 26 28 44 41
39 Uruguay..... 2! 3 3 3 5 4
40 Venezuela............... 49 100 163 184 222 193 178
41 Other Latin American repu 83 71 71 98 100 199 160
42 Netherlands Antilles 1, . . 26 35 58 54 68 20 12
43 Other Latin America, ..oovvvoneiiiiinnn. 101 138 214 130 129 147 301
44 ASiB .. i e e 1,237 1,719 1,699 1,749 1 2,024 2,326 2,634
45 China, People’s Republic of (Mainland). ... 17 6 5 - 8 7 17 65
46 China, Republic of (Taiwan). . ........... 92 97 1o | 124 129 138 164
4T HONGKONE. nvenonennn 0 19 17 231 3 33 62 110
48 India 7 7 9 10 11 37 39
49 Indonesia 60 137 137 133 146 92 143
50 ) E7 110 P PR 50 29 23 28 26 44 54 .
51 Japan 348 205 307 290 275 1,230 1,130 -
52 Korea 75 69 53 62 83 201 263
53 Philippines...........ooiiiiveen e 25 14 18 18 28 . 97 96
54 Thailand......... ... ... .. o o e . 10 18 18 11 23 24 22
55 Other Asia. ..o et 536 1,031 995 1,038 1,263 384 549
56 Africa.. ... e e 193 395 508 532 437 374 414
57 7 ) 3 37 30 22 25 15 22
58 MOToCCO. ..cvvv i e : 14 8 7 32 42 7 10
59 South Africa.................. ...t I 43 100 113 88 65 101 93 .
60 Zaire. ..o e 18 6 | 7 12 24 24 28 -
61 Other Africa. ...t IS 245 350! 77 281 | 227 261
62 Other cONMIFICS . o000 i i 86 73 65 43 67 165 | 141
63 Ausltralia. 56 55 47 . 32 50 116 ; 102
64 Allother. ... oo i i e 30 17 18 l 12 18 49 39
65 Nonmonetary international and regional '
OrgamiZAtions . .. ... ..t enee ity 158 276 - 219 246 186 » 1

11,688
1,045
483
562

12,732
4946
1

1976

June

Claims on foreigners

13,489

12,895

994
|

501
493

13,888

Sept.?

13,220
12,173

1,048

505
543

13,220
5,162
214

19§

26

139
418
489

180
13
67

1 Includes Surinam until 1976,

Notr.— Reported by exporters, importers, and industrial and com-

mercial concerns and other nonbanking institutions in the United States.
Data exclude claims held through U.S. banks and intercompany accounts

between U.S. companies and their affiliates.
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3.27 SHORT-TERM CLAIMS ON FOREIGNERS Reported by Large Nonbanking Concerns in the United States
Millions ot dollars; end of period
T 1 | ;
. 1976

Type and country \ 1973 | 1974 1975 00T | - | ST ’
: Mayr Juner ! July r i Aug. T Sept. | Oct.? Nov.»
——— | . L - - [ R, .
Flotal, oo s 3,164 | 3,357 3,791 | 5,204 | 4,949 ‘ 5,185 5,142 l 4,750 4,869 5,133

By tyr . | : | I
2 l’ayuhIL' indolfars .. ............. 2,625 0 2,660 1 3,035 4,516 4,315 4,552 4,538 4,075 4,284 | 4,597
3 Deposits. .......... 2588 | 27501 2,703 . 4,090 3,970 4,192 4,119 3,705 3,893 4,210
4 Short-term investments ‘oo oL 37| 69 332 i 426 | 345 | 360 419 370 391 87
i i ;

5 Payable in forcign currencies. ... ... ... . 540 697 756 I 689 632 ' 634 604 ! 675 586 535
6 Deposits. . ..ovvviie 435 429 510 ° 452 432 431 377 447 344 308
7 Short-term investments ... 105 268 246 237 | 200 203 | 27 228 242 227

N 1

By country: I ' I
8 United Kingdom.....ooooiiiiiii oo 1,118 1,350 1,304 1 1,918 1,918 2,068 2 0821 1,712 1,641 1,691
9  Canada..... 765 967 ' 1,153 |o1521 1,276 [,415 ,397 l 1,356 . 1,400 1,563
10 Bahamas 589 390 546 1,035 1,029 918 | 823 810 ' 1,059 1,059
11 Japan..... 306 398 343 245 190 139 137 | 146 116 135
12 AlLOther.. . .o 386 252 445 488 539 645 703 ¢ 726 653 ! 685

1 Negotiable and other readily transferable foreign obligations payable
on demand or having a contractural maturity ot not more than | year

from the date on which the obligation was incurred by the foreigner.

Norte——Data represent the assets abroad of large nonbanking con-
cerns in the United States, They are o portion of the total claims on
foreigners reported by nonbanking concerns in the United States and
are included in the figures shown in Table 3.26,

3.28 LONG-TERM LIABILITIES TO AND CLAIMS ON FOREIGNLRS  Reported by Nonbanking Concerns
in the United States
Millions of dollars; end of period
1974 1975 1976 1974 (W75 ‘ 1976
Area and country o [ ) ’
Dec, Dec. Mar. Juner  Sept.” | Dec. Dec. Mar. June” Sepl.r
- _ —_ = - R - ! [—
I Liabilitics to foreigners . Claims on foreigners

T Total...oo o ’ 3,889 4,277 4,092 | 3,960 | 3,705 \ 4,544 | 4,959 l 5,152 ‘ 5,008 i 4,958
2 BHUTODE. « ot e et e 3,280 | 3,128 3,007 ' 2,790 | 1007I 1,001 949! 959 uas
3 Germany. ... 506 446 425 406 41 38 39 77
4 Netherlands . 202 214 214 270 28() 217 219 21t 211
5 Switeerland. . ... .. 4 505 466 448 3o8 44 55 52 52 50
6 United Kingdom, ... 1,256 1,629 1,601 1,520 1,441 364 396 349 365 . 290
7 Canada. .. 110 164 153 175 | 121 1,290 . 1,426 1,473 l 1,516 ‘ 1,510
8 Latin AMCricit. . ..ot vin i 216 269 248 222 230 ¢ 1,384 | 1,633 1,770 1,602 1,547
9 Bahamas.... 177 210 184 | 157 132 191 8 7 37 37
10 Brazil.,.. 3 4 S 5 S 187 171 182 164 171
3! Chile. . ... 1 | 1, 1 435 315 312 306 244
12 MEXICO. vt a e 3 3 6 6 7] 153 2067 209 | w87 219
13 ASIA. .. e 460 496 496 489 | 498 . 681 ‘ 669 685 709 736
T4 JaPAD, ot 367 397 394 388 402 12 - 90 9% 85 80
15 Africa. .o ' 6! 2 2 2 2 127 168 214 | 163 , 181
16 Allother 1, .. e e , 65 65 64 64 54 60 ‘ 62 ‘ | 58

66

59

! Includes nonmonetary international and regional organizations,
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3.29 DISCOUNT RATES OF FOREIGN CENTRAL BANKS
Per cent per annum
Rate as of Rate as ef Ratc as of
Feb. 28, 1977 Feb. 28, 1977 Yeb. 28,1977
Country e Country - _. . Country o
Per I Month I Per Month Per Month
cent | effective 1 cent effective i cent eflective
Argentina. . ... ........ 18.0 | Feb, 1972 France......cooevnn.. 10.5 | Sept. 1976 Norway.............. 6.0 Sept. 1976
Austria. ...l ' 4.0 | June 1976 Germany, Fed. Rep. of. 3.5 | Sept, 1975 Sweden.,............. 8.0 Qct. 1976
Belgium............... : 7.0 | Feb. 1977 Naly.....ocovvvnnann. 15.0 | Oct. 1976 Switzerland. .......... 2.0 June 1976
Brazil,................ 28.0 | May 1976 Japan................ 6.5 | Oct, 1975 United Kingdom...... 12,0 Feb, 1977
Canada............... ) 8.0 | Feh. 1977 Mexico. oo 4.5 | June 1942 Venezuela, ., o..... .. 5.0 ° Oct. 1970
Denmark.............. 10.0 ' Dec. 1976 Netherlands. . . ....... , 5.0 ( Jan. 1977 |
|

Nore,—Rates shown are mainly those at which the central bank cither
discounts or makes advances against cligible commercial paper and/or
government securities for commercial banks or brokers. For countries with

more than one rate applicable to such discounts or advances, the rate
shown is the one at which it is understood the central bank transacts the

largest proportion of its credit operations.

3.30 FORLIGN SHORT-TERM INTEREST RATES
Per cent per annum; averages of daily figures
1
| 1976 | 1977
Country, ot type 1974 1975 | 1976  _ N X . _
! !
Sept J Oct. | Nov. | Dec. | Jan. Feb,
I Euro-dollars.............oo i 11.01 7.02 1 558 5.53 5.46 5.29 | 5.01 5.14 5.08
2 United Kingdom...............co0ven. 13.34 10.63 ¢+ 11.35 . 12,11 14.57 14.75 | 14,27 13.53 11.56
3CANAGA . . e . 8.00 i 9.39 1+ 9.40 9.34 ‘ 9.08 8.51 , 8.24 7.78
I
4 GErMANY . ..ot e e s 4.87 i 4.19 4.57 4.76 1 4.6! 4.82 i 4.70 4.64
5 Switzerland . 3.00 1 1.45 1.40 1.80 2.12 1,98 1.24 1.68
6 Netherlands. 5.17 7.02 12.67 10.23 8.22 6.51 6.18 6.04
0 1 1 72O 7.91 8.65 9.53 10,39 10.41 10. 55 10.02 9.81
. . |
B ltaly. ... e 10.37 ' 16.32 16.83 : 18.61 17.76 | 17.13 15.68 | 15.86
G Belgiunm . ..o e e 6.63 10.25 13.90 13.94 12.48 10.73 8.49 | 7.59
10 Japan. .. ..o e oo 11.64 | 7.70 7.50 7.50 | 8.00 ! 8.00 7.50 | 7.50
Note.—Rates are for 3-month interbank loans except for—Canada, over; and Japan, loans and discounts that can be called after being held

finance company paper; Belgium, time deposits of 20 million francs and

over a minimum of two month-ends.

3.31 FOREIGN EXCIHANGE RATLS
Cents per unit of foreign currency
| I I
| 1976
Country/currency 1974 1975 1976 | . _ o L e .
i Sept. Oct. Nov. | Dec
I Australia/dollar. .. ....... 143.89 130.77 i 122,15 ‘ 124.25 123.40 120. 66 ‘ 105.29
2 Austria/shilling........... 5.3564 5.7467 | 5.5744 5.6567 5.7960 5.8332 5.9061
3 Belgium/franc............ 2.5713 2.7253 | 2.5921 2.6046 2.6822 2.7047 2,7483
4 Canada/dollar, . 102.26 98.30 't 101 .41 102. 56 1 102,81 1 101.46 98.204
5 Denmark/krone. . 16,442 17.437 16.546 ‘ 16.694 16,968 | 16.934 17.145
6 Finland/markka.......,.. 26.565 27.285 25.938 25.781 | 25.938 26.073 26.315
7 France/franc............. 20.805 23,354 20,942 1 20.334 | 20.072 20.042 20,055
8 Germany/deutsche mark...| 38.723 40.729 39.737 ¢ 40.169 : 41,165 41.443 41,965
9 Indiafrupee.............. 12.460 11.926 11.148 11.036 : 11.243 11.155 11,296
10 Ireland/pound.,........... 234.03 222.16 180.48 172.72 | 163.77 163.81 167.84
11 Italyjflira..,.............. .15372 I . 15328 . 12044 11837 ¢ . 11684 .11554 1 . 11521
12 Japan/yen............... 34302 ¢ . 33705 .33741 . 34800 .34344 .33879 .33933
13 Malaysia/ringgit v 41.682 41,753 39.340 | 39.753 39.575 39.513 | 39.550
14 Mexico/peso. ... .......... 8.0000 8.0000 6.9161 5.0286 4.8535 4.0200 ' 4.8626
{5 Netherlands/guilder. ... ... i 37.267 39.632 37.846 I 38.39%0 3%9.265 39.678 | 40.240
16 New Zealand/dollar. ..., .. 1 140.02 121.16 99,115 98,869 98.484 95.392 | 92.179
17 Norway/krone............ 18.119 19.180 18.327 18.427 18.812 18.954 19,193
18 Portugaljescudo.......... 3.9506 3.9286 3.3159 3.2062 3.1920 3.1742 3.1674
19 South Africajrand........ 146.98 136.47 114.85 114,77 114.85 114.88 114,95
20 Spainfpeseta. .. .......u 1.7337 1.7424 1.4958 1.4721 1.4675 1.4626 1.4634
21 Sri Lankajrupee.......... 14.978 14.385 | 11.908 : 11.516 11.453 11.479 11.246
22 Sweden/krona............ 22.563 24,141 22,957 | 22,998 23,511 23,699 24,051
23 Switzerland/franc,........ 33.688 38.743 . 40.013 40.431 40,876 40.958 40.823
24 United Kingdom/pound...| 234.03 222.16 , 180.48 172.72 163.77 163.81 167.84
MEMO: .
25 United States/dollar 1. .. .| 84.11 82.20 89.68 90.25 90.88 91.06 90,55
i

| 1977
| R
[ Jan. Feb.
108.53 ' 109.04
5.8852 5.8453
2.7249 2.7114
98.985 - 97.295
16,967 | 16,891
. 26,313 26.169
20.108 20.083
41.792 41,582
11,231 11.285
171.24 171.03
L11372 L 11327
. 34359 15087
39.718 40.011
4.8114 4.4084
39,953 39.813
94,839 95.192
18,946 18.904
3.1276 3.0717
114,94 115.00
1.4577 | 1.4475
11,42t 11.442
23.734 23.543
40,127 , 39,669
171,24 ; 171,03
90.35 90.55

1 Index ol weighted-average exchange value of U.S, dollar against cur-
rencies of other G-10countries plus Switzerland. May 1970 parities = 100,
Weights are 1972 global trade of each of the 10 countries.

NOTE.—Averages of certified noon buying rates in New York for cable

transfers.
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4.10 SALES, REVENUIL, PROFITS, AND DIVIDENDS OF LARGE MANUFACTURING CORPORATIONS

(in millions of dollars)

1974 1978 | 1976
Industry 1974 1975 ) o |
| : |
| Q2 - Q3 ; Q4 . Qi | Q2 03 ! Q4 QI Q2 Q3
| . ‘ - . |. ; .
Total (17() mes\ l |
Sales. . 586,948, 143,108 145.089( 149, X()(:- 138.392] 145,808 148.008] 154,650 159,311 166,452| 161,596

595.337) 145,259 147.286| 151.9711 140,482| 147.811| 149.841' 157. 203 161.461 168.958, 164.0631
60,356 18,239 17.902  15.096 12,925] 14,8751 15,507; 17.049 17.502, 18,902' 16.904
27.040 9.302;  8.449 7.089 5,560 6.715 7,102 7.657 8,613 9,539 8.442
27.810 9.233 8.518 7.390 5,682 6,603 7.054 8.471 8.630 9 .490 8.550
12,458 2,932 Y0170 3,812 3,132 3,036, 3.076 3,214 3,191 3.456. 3,546

| | i

309,033 323,136 77.193) 80,543 82,515] 77.207, 78,656] 82,361 84 822: 86,927 87,4041 88,678
Total revenue. 1 314.584° 328,502 78,654| 82,021 83,843  T7R.616] 79,940[ 83.595 B6G.351  88.179| 88.864' 90,967

Profits before taxe . 46,446 40,905 11,998 12,0618 9,943 9,378 9,980 10,924 10,614  10.674| 10,595 10.642

Profits after taxes, ... .. 20,568 16,303 5.740 5.4731 4.300i .1.5h(> 3.910 4.441 4,357 4.809 4,833 4,871

Memo: PAT wnadi. b, .. 1 20,465 16,710 5,689 5,308 4.420 3,572 3.900 4,43 4,808 4 829 4,809 4,962

Profits betor .
Profits after tases. ... ..
Memo: PAT unadj.!.

Dividends. ..........

Nondurable goods industries
(86 crops.):?
Sales. ... .

Dividends.......... . 6,873 7.228 1.645 1.720 1,882 1,815 1.784 1,803; 1,826 1.879 1.950; 2.()32
Durable goods industries (84 ! i ‘
crops.y:d ) ’ ) . :
Sales. ... oL oL 255,8290 263 8121 65,9151 64.546| 67,291 61,095] 67.242| 65.647 69 828" 72,384 79.048, 72,918

Total revenue, . ........... 258,691 266,835 66,605' 63.265] 68.128] 61.866| 67,871 66.246] 70,852 73,282, 80.094| 73.664
Profits before taxes. ... 21,412 19,451 6.241 8.2840 5,153 3.547 4.886 4.583 6.435 6.828 8.307 6.262

Profits atter taxes. . [ 10,737 3.562 2 ‘)7() 2,789 1,080 2,796 2,661 3,300 3,804 4,706 3.571
Memo: PAT unadi'o .. | 1 tovl 3. 1 120 2.970 2.110 2,703 2.615 3,663 3.807-  4.681 3,588
Dividends. ... ... i § 5.230 287 | ..i57' t .()Rl)l 1,317 1,252 1,273 1.388 1,308 1,502 1.514
Seleeted industries: ! : | ! i ‘ |
Food and kind products | ; |
28 unp\. | ‘ . :

Sales. oo o oo S2.753) ST 140 12,729 13,063 14,4761 13,490, 14,117  14,600) 14,942 14.762) 15.057 16,048
Inml lL\’LHlIL ...... 53.728| S8.156 12,996 13,930 14,683 13.708] 14,356 14.844| 15,248 14.993| 15,395 16.22]
Profits before t . 4.0602 5.0285, Fo490 1,289 1,077 1.066 1,190 1,385 1,384, 1.471. 1,507 1,462
Profits .\hu taxes. . 2,298 2,490 607 645, 517 502 607 719 668 665 778 817

Meme: PAT unadij b, 2.329 2.601 610 646 540 526 G6lS 745 715 667 78S 827
Dividends. ..o : 1.011 I, 100 248 253l 267 268 271 274, 287 307 325. 309

Chemical und allied products !

1 | |
55,0830 57,7350 13,892) 14,0606 14,078 13,618 14.3291 14.660| 15,128 lS.75()| 16,081 15878
55.676 58,3756  14.,0066]

14,778 14.165] 13,756] 14.5030 14,791| 15326 15,809 16.242| 16.084

Profits l)«,lou. taae 8.263 7.082 2,293 2,194 1.920 1.647 1,622 1,858 1,955 2,179 2,117 2,008
Profits after taxes. ........ 4.876 3.88% 1,247 1.223 1.362 932 629 1,035! 993 1,244 1.208] 1.130

Memo: PAT unadj. . ... 4.745 4.015 1,245 1,180 1,289 927 937 £,028° 1,123 1.225) 1,153 1,163
Dividends, . .............. 1,647 1,723 405, 422, 437 430 428 429 439 444 448 484

' I ! '
Petroleum refining (15 corps): ‘

Sales. .o oo 165,150 172,645 41,362| 42,7471 44 938 41.988 41,342 43,873 45,442  46.656' 46,065 46,923
Total revenue, oo 168,680 175.915] 42.261: 43.659' 45,847| 42.851: 42,100 44.633]7 46.331 47.407' 46,888 48,744
Prolits berore taxes. ... .| 30,657 26.303 7.564 8.339 6.458 6,227, 6.612 6.961-  6.505 6,254 6,210 6,569

Profits after taxes. 11,775 8.551 3.349, 3,181 2,147 1,905 2,078 2,300 2,208 2,481, 2,383 2,606
Menzo: PAT unadin!. ... 11,746 8.712  3.304 3,132 2.299 I.871 2.040 2,208 2,533 2,512 2.404 2,635
Dividends, ..o 3,035 .\.H()\\ 851 899 1.019 960 937 94% 949 971 1,017 1,075

Primary metals and products
(23 crops.):
Sales. .

14.285) 13,8951 12,482 L3931 12,2747 11,429

12 12,73} 14,441, 13,751
14,504 14,32 28 12.782| 12.604 12.479| 11,669

54.044‘ 48,578 13.976]

Fotal revenue. . L] 55,048 49,534 14,171 12.904"  14,650| 13,958
Profits before ta ‘ 5.579 2,921 1,586  1.791 1.229 1.015 711 487 708 633 924 701
Profits after taxes R LD 1.822 927 1.028 655 613 478 396 s, 404 603 513
Memo, PAT lln(l(lj ' . 3,485 2.003 942 1,137 799 639 485 kb 498 416 610 521
Dividendd, ... ... oL 968 945, 200 238 297 273 227 216 229 218" 227 230
Muachinery (27 crops.): ‘ ‘
Sales oo 74,032 79,0491 18.867, 18.888° 19,400, 18,3150 19,907 19,786] 21.041| 20.455 21,627 21,113
Total revenue. .. | 740864 800000 19,055 19,110 19,639 18,535 20.130 19,9771 21,3581 20.707| 22,072 21,280
Profits before ta 7,782 8.735 2,005 1.985 1,848 1,757 2,108 2,233 2.640 2.46% 2,781 2,700
Profits after taxes. ... 4.270] 4,837 1159 1.095 998 986 1,186 1.232 1,433 1.355 1,528 1,461
Memo: PAT unadj. [ 4.209 4,894, 1.148 1,117 936 990 1, IR0 1,239 1,490 1,154 1.517 1,467
Dividends. ............ ... 1,970 2,031 445 480 603 487 489 523 Rithd 537 S81° 602
Motor vehicles and equipment i I ! :
(9 crops,): H N
Sales.ooo 80.386, 85863 20.979( 19,443 21,497 18,866 22,275 21,005 23,717 26,395 28.710[ 24,250
Total revenue., . S0 BOLBRET 86,4750 20 146] 16,593 21,545 19,011 22.341) 21,083 24.040) 20,702 28.,942] 24,500
Profits before taxes. 2,920 3.077 1.115 231 938 -98 854 590 1,731 2.494;  3.056 1.272
Prolits after taxes. ... 1.686 1.471 657 113 527 - 127 451 328 819 1,331 1,668, 705
Memo: PAT unadj. 0L 1.742 1.604 648 147 586 - 12 455 280 881 1.337 1,658] 704
Dividends, . .............. 1.537; 1,121 382 386 385 294 27()i 274 277| 285 422 in
! i i i
I Profits after taxes unadjusted are as reported by the individual com- of returns, allowances, and discounts, and exclude excise taxes paid di-
panies. These data are not adjusted to eliminate differences in accounting rectly by the company. Total revenue data include, in addition (o sales,
treatments of special charges, credits, and other nonoperating items. income from nonmanufacturing operations and nonoperating income.
2 Includes 21 corporations in groups not shown separately. Profits are before dividend payments and have been adjusted to exclude
3 Inctudes 25 corporations in groups not shown separately. special charges and credits to surplus reserves and extraordinary items not
related primarily to the current reporting period. Income taxes (not
Notr. -Data are obtained from published reports of companies and shown) include Federal, State and local government, and foreign.

reports made to the Scecurities and Exchange Commission. Sales are net Previous series last published in June 1972 BureerN, p. A-50,
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SamuEL PiZER. Senior International Division
Officer
CHARLES J. SiEGMaN. Assoerere [nicrnational
Division Officer

Om Jeave of absence

LV
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Federal Open Market Committee

ARTHUR F. Burns, Chairman Paul A. VOLCKER, Vice Chairman
PuiLir E. COLDWELL Prine C. JACKSON, JR. J. CHARLES PARTEE
STEPHEN S. GARDNER Davib M. LiLLY LAWRENCE K. RooOs
RoOGER GUFFLY ROBERT P. MaYO Henry C. WALLICH

FrRaNK E. MORRIS

ARTHUR L. BRrOIDA, Secretary ANATOL BavLsacth, Associate Economist
MURRAY ALTMANN, Deputy Secretary RICHARD G. Davis, Associate IEconomist
NORMAND R, V. BERNARD, Assistant THOMAS DAvis, Associate Economist
Secretary RoOBERT EISENMENGER, Associate Economist
Tuomas J. O’ConnNeLy., General Counsel Epwarn C. BrriN, Associate Economist
Epwarp G. Guy, Deputy General Counsel James L. KiCHLINE, Associate Economist
BarpwiIN B, TuriLe, Assistant General JonN E. REynNoOLDS, Associate Economist
Counsel KARIL SCHELD, Associate Economist
SterHeN Ho Axiiron, Fconomist Epwawp M. TrRuMAN, Associate Economist

JoskpH S. ZRISEL, Associate Fconomist

Auran R. Houmes, Manager, System Open Market Account
PerEr D. STERNLIGHT, Deputy Manager for Domestic Operations
Scortr E. PARDER, Deputy Manager for Foreign Operations

Federal Advisory Council

RICHARD D. HILL, FIRST FEDERAL RESERVE DISTRICT, President
Gu.sert F. BRADLEY, TWELFTH FEDERAL RESERVE DISTRICT, Vice President

WALTER B, WRISTON, SECOND FEDERAI EDWARD BYRON SMITH, SEVENTH FEDERAL
RESERVE DISTRICT RESERVYE DISTRICT

RoGER S. HILLAS, THIRD FEDERAL DoONAID E. LLASATER, EIGHTH FEDERAL
RESERVE DISTRICT RESERVE DISTRICT

M. BROCK WEIR, FOURTH FEDERAL RICHARD H. VAUGHAN, NINTH FEDERAL
RESERVE DISTRICT RESERVE DISTRICT

JonuN H. 1LUMPKIN, FIFTH FEDERAI J. W. McLEAN, TENTH FEDERAL
RESERVE DISTRICT RESERVE DISTRICT

FRANK A. PLUMMER, SIXTH FEDERAL BEN F. LOVE, ELEVENTH FEDERAL
RESERVE DISTRICT RESERVE DISTRICT

HerBERT V. PROCUNOW, Secretary
Wirniam J. KORSVIK, Associate Secretary



Federal Reserve Banks,

Branches, and Offices

FIDERAT RESERVE BANK.
7ip

hranch, or facility

BOSTON *

NEW YORK

Butfalo

PHILADELPHIA

CLEVELAND*

Cincinnati
Pittsburgh

RICHMOND*

Baltimore
Charlotte

02106

10045
14240

19105

4410t

45201
15230

23261

28230

Culpeper Commusicarions

and Records Center. .

ATLANTA

Birmingham
Jacksonville
Miami

CHICAGO*

Detroit

ST. LOUIS

[.ittle Rock
Louisville
Memphis

MINNEAPOLIS

Helena ... oo

KANSAS CITY .......
Denver
Oklahoma City
Omaha

DALLAS ... ...
El Paso
Houston
San Antonio

SAN FRANCISCO ...

l.os Angeles
Portland
Salt Lake City
Scattle

22701

60690
48231

63166

55480

59601

64198

80217

73125

68102

75222

79999

77001
78295

94120

9005 |

97208

34110
98124

Chairman

Louts W. Cabot
Robert M. Solow

o Frank R. Milliken

Raobert H Knight
Paul A. Miller

John W. Eckman
Werner ¢ Brown

. Horace A, Shepard

Robert I, Kirby
tawrence H. Rogers. 1
G. Jachson Tankersley

1. Angus Powell

15 Craig Wall. Sr.
James G. Harlow
Robert ¢ Ldwards

H. G, Patillo

i Cliftord M. Kirtand. Jr.
- William H. Martin, 111

Gert Ho W Schimidt
David G. Robinson
John C. Bolinger
George C. Cortright. Jr.

Peter B. Clark
Robert T Strots
Jordan B. Tatter

bdward J. Schnuck
William B, Walton
Ronald W. Bailey
James C. Hendershot
Frank A. Jones. Jr.

James P Mclarland
Stephen F. Keating
Patricia P, Douglas

Harold W. Andersen
Joseph H. Williams

A. 1. Feldman

James G. Harlow, Jr.

Durward 3. Varner

Irving A. Mathews
Charles 1. Beaird

Gage Holland

Alvin [ Thomas

Marshall Boykin, Hl

Joseph F. Alibrandi
Cornell €. Maier

Joseph R. Viughan

f.oran 1.. Stewart

Sam Bennion

f.loyd E. Cooney

President

First Vice President
Frank E. Morris

James AL Mclntosh

Paul A. Volcker
Thomas M. Timlen

David P. Eastburn
Mark H. Willes

Willis | Winn
Walter H. MacDonald

Robert P. Black
George C. Rankin

Monroe Kimbrel
Kyle K. Fossum

Robert P. Mayo
Danicl M. Doyle

Lawrence K. Roos

Eugene A. Teonard

Vacant
Clement A, Van Nice

 Roger Gutley

Henry R. Crerwinski

Ernest T. Baughman
Robert H. Boykin

John J. Balles
John B. Williams

Vice President
in charge of branch

John T. Keane

Robert L. Showalter
Robert D. Duggan

Jimmie R. Monhollon
Stuart P. Fishburne

Albert D, ‘Tinkelenberg,

Hiram J. Honca
Edward C. Rainey
W. M. Davis
Jeffrey J. Wells
George C. Guynn

William C'. Conrad

John F. Breen
Donald I.. Henry
[.. Terry Britt

John D. Johnson

Wayne W. Martin
William G. bivans
Robert 1. Hamilton

Fredric W, Reed
J. 7. Rowe
Carl H. Moore

Richard €. Dunn
Angelo S, Carella
A. Graont Holman
James J. Curran

* Additional offices of these Bunks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 00006; Cranford,
New Jersey 07016, Jericho, New York [1753) Columbus, Ohio 43216: Columbia, South Cuaroling 29210; Des Momes, lowa
50306; Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202.
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Federal Reserve Board Publications

Available from Publications Services. Division of Ad-
ministrative Services, Board of Governors of the Fed-
eral Reserve System. Washington, 1D.C. 20551, Where
a charge is indicated, remittance should accompany

THre  FEDERAL RESERVEE SYSTEM  PURPOSES  AND
Funcrions. 1974, 125 pp. $1.00 cach; 10 or more
to one address. $.75 cach.

ANNUAL Ripori

Fiprral RESERVE Burrernn. Monthly. $20.00 per
year or $2.00 cach in the United States, its posses-
sions, Canada, and Mexico; 10 or more of same
issue to one address, $18.00 per year or $1.75
cach. Elsewhere, $24.00 per year or $2.50 cach.

BANKING AND  MONETARY STaTIisSTIcs, 1914-1941,
(Reprint of Part | only) 1976, 682 pp. $5.00.

BANKING AND  MONETARY STATISTICS, 1941-1970),
1976, 1.168 pp. $15.00.

ANNUAL STALISTHICAL DIGEST, 1970-75. 1976. 339 pp.
$4.00 per copy lor cach paid subscription to Fed-
cral Reserve Bulletin. All others, $5.00 cach.

FrepirRal REsErRVE MoNTHLY CHART BOOK. Subscrip-
tion includes one issue of Historical Chart Book.
$12.00 per year or $1.25 cach in the United States,
its possessions, Canada, and Mexico; 10 or more
of same issue to one address, $1.00 cach. Else-
where, $15.00 per year or $1.50 cach.

Hisroricar. Cnarr Book. Issued annually in Sept.
Subscription to Monthly Chart Book includes one
issue. $1.25 cach in the United States, its posses-
sions, Canada, and Mexico; 10 or more to one
address, $1.00 cach. Elsewhere, $1.50 cach.

Carrrar. MARKET DEVELOPMENTS. Weekly. $15.00 per
year or $.40 cach in the United States, its posses-
sions, Canada, and Mexico; 10 or more of same
issue to one address, $13.50 per year or .35 each.
Lilsewhere, $20.00 per year or $.50 cach.

SELECTED INTEREST AND EXCHANGE RATES —WEEKLY
Ser1Es oF Cuarts. Weekly., $15.00 per year or
$.40 each in the United States. its possessions,
Canada, and Mcxico; 10 or more of same issue
to one address. $13.50 per year or $.35 cach.
Elsewhere, $20.00 per year or $.50 cach.

Tur FEDERAL RESERVE ACT, as amended through De-
cember 1971, with an appendix containing provi-
sions of certain other statutes affecting the Federal
Reserve System. 252 pp. $1.25.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE
I'EDERAL RESERVE SYSTEM

PUBLISHED INTERPRETATIONS OF THE BOARD 0¥ Gov-
ERNORS, as of June 30, 1976.-$2.50.

TRADING IN FEDERAL Funps, (965116 pp. $1.00
cach: 10 or more to one address. $.85 cach.
INDUSTRIAL PrODUCTION - 1971 Eprmon. 19720 383
pp. $4.00 cach; 10 or more to one address, $3.50

cach.

request and be made payable to the order of the Board
of Governors of the Federal Reserve System in a form
collectible ar par in U.S. currency. (Stamps and
coupons are not accepted.)

THi: PERFORMANCE OF BANK HOLDING COMPANIES.
1967. 20 pp. $.25 cach; 10 or more to one address.
$.20 cach.

BANK CREDUL-CARD AND CHECK-CREDIT PLANS. 19068,
102 pp. $1.00 cach; 10 or more to once address,
$.85 cach.

SURVEY OF FINANCIAL CHARACLERISTICS OF CON-
SUMERS. 1966, 166 pp. $1.00 cach; 10 or more
to one address, $.85 cach.

SURVEY OF CHANGES IN FamiLy Finances, 1968, 321
pp- $1.00 cach: 10 or more to one address. $.85
cach,

REPORT OF THE JOINT TREASURY-FEDIERAL RESERVE
STuby oF THE U8, GOVERNMENT SECURITIES
MARKET. 1969. 48 pp. $.25 cuch: 10 or more to
one address, $.20 cach.

JOINT TREASURY-FEDERAL RESERVE STUDY OF THE
GOVERNMENT SECURITIES MARKET: STAFF STUD-
1ES —PART 1. 1970, 86 pp. $.50 cach; 10 or more
to one address, $.40 cach. Part 2. 1971, 153 pp.
and Part 3. 1973, 131 pp. Each volume $1.00;
10 or more to one address, $.85 cach.

OPEN MARKET POLICIES  AND  OPERATING  PROCE-
DURES -STAFF Stupiks. 1971 218 pp. $2.00
cach; 10 or more to one address. $1.75 each.

REAPPRAISAL. OF THE FEDERAL RESERVE IISCOUNT
MECHANISM. Yol. 1. 1971, 276 pp. Vol. 2. 1971.
173 pp. Vol. 3. 1972, 220 pp. Each volume $3.00;
10 or more to one address, $2.50 cach.

Tue LECONOMETRICS OF PRICE DETERMINATION CON-
FERENCE, October 30-31. 1970, Washington, DD.C.
1972. 397 pp. Cloth ed. $5.00 cach; 10 or more
to one address, $4.50 cach. Paper ed. $4.00 cach;
10 or more to one address, $3.60 cach.

FEDERAL RESERVE STAFF STUDY: WAYS T0O MODERATE
FLUCTUATIONS IN HOUSING CONSTRUCTION. 1972,
487 pp. $4.00 cach; 10 or more to one address,
$3.060 cach.

LENDING FUNCTIONS OF  THE  FEDERAI. RIESERVE
Banks. (973, 271 pp. $3.50 cach: 10 or more
to one address, $3.00 cach.

INTRODUCTION TO FLOwW or FUNDS. 1975, 64 pp. $.50
cach; 10 or more to one address, $.40 cach.
IMPROVING T11E MONETARY AGGREGATES (Report of the
Advisory Committee on  Monetary  Statistics).
1976. 43 pp. $1.00 cach: 10 or more to one

address, $.85 cach.

ANNUATL PErRCENTAGE RATE TaBres (Truth in lend-
ing Regulation 7)) Vol. T (Regular Transactions).
1969, 100 pp. Vol. Il (Irregular ‘Transactions).
1969, 116 pp. Each volume $1.00, 10 or more
of same volume to one address, $.85 cach.
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CONSUMER LEDUCATION PAMPHLIETS

(Short pamphlets suitable Jor classroom use. Multiple
copies available without charge.)

Fair CreEDIT BIELLING

I You Borrow To Buy Srock

U.S. CurrENCY

What TrUTH IN LENDING MEANS 10 You

STAFE ECONOMIC STUDILS

Studies and papers on economic and financial subjects
that are of general interest in the field of economic
research.

SUMMARIES ONLY PRINTED IN [HE BULTETIN
(Limited supply of mimeographed copies of full text
available upon request for single copies.)

Thi. GROWTH OF MULTIBANK HOLDING COMPANIES:
1956-73, by Gregory H. Boczar. Apr. 1976, 27
Pp-

EX1TENDING MERGEFR ANALYSIS BEYOND 11110 SINGLE
MARKET FRaMEWORK, by Stephen AL Rhoades.
May 1976, 25 pp.

SEASONAL  ADJUSTMENT o M, CurreNitly Pun-
LISHED AND ALTERNATIVE MiErmons, by BEdward
R. Fry. May 1976, 22 pp.

FErrcts oF NOW ACCOUNTS ON COSTS AND TIARNINGS
ot COMMERCIAL Banks N [974-75, by John D).
Paulus. Sept. 1976, 49 pp.

PrRINrED IN FULn N rHE BULLELIN

Staff Economic Studies shown in list below.
REPRINTS

(Except for Staff Papers, Staff Fconomic Swdies, and
some leading articles, most of the articles reprinted do
not exceed 12 pages.)

SEASONAL FACTORS AFFECTING BANK RESERVES. 275K,

MEASURES OF MEMBER BANK RiSERVES. 7/63.

RESEARCH ON BANKING STRUCTURE AND  PRREORM-
AncE. Staft Fconomic Study by Tynan Smith.
3/60.

A ReviseED INDEX OF MANUFACTURING CaPacily,
Staff Economic Study by Frank de¢ Tecuw with
Irank E. Hopkins and Michacel D. Sherman. [ 1/66.

LS. INTERNATIONAL  TRANSACTIONS:  'TRENDS 1N
1960 67. 4/68.

MEASURES OF SECURITY CREDLL. 12/70.

REVISED MEASURES OF MANUBFACTURING CAPACTTY
Urtiazarion, 10/71.

REVISION OF BANK CrREDLE SERIES, 12/71,

ASSETS AND  Liasiaries oF FORFIGN BRANCHES OF
U.S. Baxks. 2/72.

Baxk Dunrrs. Depostis. AND Drrostt TURNOVER- -
Revised Sewrws. 7/72.

Y ps on NEWL Y [SSULD CORPORALE BONDS. 9/72.

RECENT AcTiviTies oF FOREIGN BRaNncHes o1 ULS,
Banks, 10/72.

REVISION OF CONSUMER CREDIT STTATISTICS, 10/72,

ONE-BANK HoOLDING CompaNirs Brrore 1ue 1970
AMENDMENTS, 12/72.

Yienps ON RECENTTY OpRrERED CORPORATE BONDS.
5/73.

Crepir Carb anp CHecK-CReEDIT PLaNs AT COMMER-
crar BANKS. /73,

RATES ON CONSUMER INSTALMENT LoaNs, 9/73.

NEW SERIES TOR [LARGE MANUBRACTURING CORPORA-
HoNs. 10/73.

U.S. ENerGy Supprnes axp Usks. Staff Economic
Study by Clayton Gehman, 12/73.

INFLATION AND STAGNATION IN MaJOR FOREIGN  IN-
DUSTRIAL COUNTRIES. 10/74.

THE STRUCTURE 0O MARGIN CrEDIL. /75,

NEW STALSTICAT SERIES ON LLoAN COMMITMENITS A1l
SELECTED LARGE COMMERCIAL BANKS. 4/75,

RECENT TRENDS IN FEDERATL Bupcrt Poriey. 7/75.

RECENT DEVELOPMENTS IN INTERNATIONAT FINANCIAL
Markr1s, 10/75.

MINNIE: A Smarni VERSION OF LHE
MIT PENN: SSRC Hceoxometric Mopir, Staft
Economic Study by Douglas Battenberg, Jared J.
Enzter, and Arthur M. Havenner. 1175,

AN ASSESSMENT OF BANK HOLDING COMPANIES, Staff
Economic Study by Robert J. lLawrence and
Samuel H. Talley. 1/706.

INnpustriaL Becrrie Power Use, 1/76.

REVISION OF MONEY STOCK MEASURES. 2/706.

SURVEY OF FINANCE COMPANILS, 1975 3/706.

CHANGING PATTERNS IN ULS. INTERNA TTONAL TRANS:
ACTIONS. 4/76,

REVISED SERIES FOR MEMBER BANK DEPOSITS AND
AGGREGALE RESERVES. /70,

BANK HOLDING COMPANY FINANCIAL DEVELOPMENTS
IN 1U75. 4/76.

CHANGES 1IN BANK LENDING Pracriices, 1975, /760,

INDUSTRIAL PRODUCTION 1976 Revision. 6/760.

FEDERAL RESERVE OPERATIONS IN PAYMENT MECHA-
NIsMS: A SUMMARY. 6/76.

RECENT GROWTH IN ACTIVIIES 0F .S, OFFICES OF
ForrmGs Banks, 10/76.

New BEstiMares or Capacriy Urlnazariosn: Masu
FACTURING AND MATERIALS, 11/706.

SURVEY OF Time aND SAaviNGs Deirosirs, July 1976,
12/76.
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Index to Statistical Tables

References are to pages A-3 through A-69 although the prefix ‘A’ is omitted in this index

ACCLPTANCES. bankers, 11, 25, 27
Agricultural loans of commercial banks, 18, 20 22
Assets and liabilities (See also Foreigners):

Banks, by classes, 16, 17, 18, 20 23, 29

Federal Reserve Banks, 12

Nonfinancial corporations, current, 38
Automobiles:

Consumer instalment credit, 42, 43

Production, 48, 49

BANK credit proxy, 15

Bankers balances, 16, (8, 20, 21, 22
(See also loreigners)

RBanks for cooperatives, 35

Bonds (See also U.S. Govt. sccurities):
New issues. 36, 37
Yields, 3

Branch banks:

Assets and liabilities of foreign branches of .S,

hanks, 62
fiabilities of U.S banks 1o their foreign
branches, 23
Business activity, 46

Business expenditures on new plant and equipment, 39

Business loans (See Commercial and industrial loans)

CAPACITY utilization, 46, 47
Capital accounts:
Banks, by classes, (6, 17, 19, 20
liederal Reserve Banks, 12
Central banks, 68
Certificates of deposit, 23, 27
Commercial and industrial loans:
Commercial banks, 15, 18, 23, 26
Weekly reporting banks, 20, 21, 22. 23, 24
Commercial banks:
Assets and labilities, 3, 15-18, 20 23
Business loans, 26
Commercial and industrial loans, 24
Consumner loans held, by type, 42, 43
L.oans sold outright, 23
Number, by classes, 16, 17
Real estate mortgages held, by type of holder and
property, 41
Commercial paper, 3, 24, 25, 27
Condition statements (See Asscts and liabilitics)
Construction, 46, 50
Consumer instalment credit, 42, 43
Consumer prices, 46, St
Consumption expenditures, 52, 53
Corporations:
Profits, taxes, and dividends, 38
Sales, revenue, profits, and dividends of
large manufacturing corporations, 69
Sceurity issues, 36, 37, 65
Cost of living (See Consumer prices)
Credit unions, 29, 42, 43
Currency and coin, §, 16, 18
Curreney in circulation, 4, 14
Customer credit, stock market, 28

DEBITS to deposit accounts, 13
Debt (See specific types of debt or securities)

Demand deposits:
Adjusted, commercial banks, 13, 15, 19
Banks, by classes, 16, 17, 19, 20 .23
Ownership by individuals, partnerships, and
corporations, 25
Subject to reserve requirements, 15
Turnover, 13
Deposits (See also specific types of deposits):
Banks, by classes, 3, 16, [7, 19, 20--23, 29
I'cderal Reserve Banks, 4, 12
Subject to reserve requirements, 15
Discount rates at F.R. Banks (See Interest rates)
Discounts and advances by I'.R. Buanks (See L.oans)
Dividends, corporate, 38, 69

EMPLOYMENT, 40, 47
Euro-dollars, 15, 27

FARM mortgage loans, 41
Farmers Home Administration, 41
Federal agency obligations, 4, 11, 12, 13, 34
Federal and Federally sponsored credit agencies, 35
Federal finance:
Debt subject to statutory limitation and
types and owncrship of gross debt, 32
Receipts and outlays, 30, 31
Treasury operating balance, 30
Federal Financing Bank, 35
Federal funds, 3, 6, 18, 20, 21, 22, 27, 30
Federal home loan banks, 35
Federal Home Toan Mortgage Corp., 35, 40, 41
Federal Housing Administration, 35, 40, 41
Federal intermediate credit banks, 35
Federal land banks, 35, 41
Federal National Mortgage Assn., 35, 40, 41
Federal Reserve Banks:
Condition statement, (2
Discount rates (See Interest rafes)
U.S. Govt. securities held, 4, 12, 13, 32, 33
Federal Reserve credit, 4, 5, 12, (3
Federal Reserve notes, 12
Federally sponsored credit agencies, 35
Finance companies:
Loans, 20, 21, 22, 42, 43
Paper, 25, 27
Financial institutions, loans to, 18, 20, 21, 22, 23
Float, 4
Flow of funds, 44, 45
Foreign:
Currency operations, 12
Deposits in U.S. banks, 4. 12, 19, 20, 21, 22
Iixchange rates, 68
Trade, 55
Foreigners:
Claims on, 60, 61, 66, 67
Liabilities to, 23, 56-59, 64—-67

GOL.D:

Certificates, 12

Stock, 4, 55
Government National Mortgage Assn., 35, 40, 41
Gross national product, 52, 53
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HOUSING, new and cexisting units, S0

INCOME, personal and national, 46, 52, 53
Industrial production, 46. 48
Instaiment loans, 42, 43
Insurance companics, 29, 32, 33, 41
Insured commercial banks, 17, 18
Interbank deposits, 16, 17, 20, 21, 22
Interest rates:
Bonds, 3
Business loans of banks, 26
Federal Reserve Banks, 3, &
Foreign countries, 68
Money and capital market rates, 3. 27
Mortgages, 3, 40
Prime rate, commercial banks, 26
Time and savings deposits. raximurn rates, 10
International capital transactions of the
United States, 56 67
International organizations, 56-61, 65 67
Inventories. 52
Investment companies, issues and assets, 37
Investments (Sce also specific types of investments):
Banks, by classes. 16, 17, 18, 20, 21, 22, 29
Commercial banks., 3. 15, 16, 17
Federal Reserve Banks, 12,13
Life insurance companies, 29
Savings and loan assns., 29

LLABOR force, 47
Life insurance companics (See Insurance companies)
Loans (See also specific types of louns):
Banks. by classes, 16, 17, 18, 20 23, 29
Commercial banks, 3, 1518, 20 23. 24, 26
Federal Reserve Banks, 3, 4, 5, 8. 12, 13
Insurance companies, 29, 41
Insured or guaranteed by U.S.. 40, 41
Savings and loan assns., 29

MANUFACTURERS:
Capacity utilization, 46, 47
Production, 46, 49
Margin requirements. 28
Member banks:
Asscts and liabilitics. by classes, 16, 17, 18
Borrowings at Federal Reserve Banks, 5, 12
Number, by classes. 16, 17
Reserve position, basic, 6
Reserve requirements, 9
Reserves and related items, 3, 4, 5, 15
Mining production, 49
Mobife home shipments, 50
Monctary aggregates, 3. 15
Money and capital market rates (See Interest rates)
Money stock measures and components, 3, 14
Mortgages (See Real estate loans)
Mutual funds (See Investment companics)
Mutual savings banks, 3. 10, 20 22, 29, 32, 33, 41

NATIONAL. banks, 17
National defense outlays, 314
National income, 52
Nonmember banks, 17, 18

OPEN market trunsactions, 11

PERSONAL income, 53
Prices:
Consumer and wholesale, 46, 51
Stock market, 28
Prime rate, commercial banks, 26
Production. 46, 48
Profits, corporate, 18, 69

RLIATL estate loans:
Banks, by classes, 18, 20-23, 29, 41|
Life insurance companies, 29
Mortgage terms, yields, and activity, 3, 40
Type of holder and property mortgaged, 41
Reserve position, basic, member banks, 6
Reserve requirements, member banks, 9
Reserves:
Commercial banks, 16, 17, 20, 21, 22
Federal Reserve Banks, 12
Member banks, 3, 4, 5, 15, 16
U.S. reserve assets, 55
Residential mortgage loans, 40
Retail credit and retail sales, 42, 43, 46

SALES, revenue. profits, and dividends of
large manufacturing corporations, 69
Saving:
Flow of funds, 44, 45
National income accounts, 53
Savings and loan assns., 3, 10, 29, 33, 41, 44
Savings deposits (See Time deposits)
Savings institutions, sclected asscts, 29
Sccurttics (See also U.S. Govt. securities):
Federal and Federally sponsored agencics, 35
Forcign transactions, 65
New issues, 36, 37
Prices, 28
Special Drawing Rights. 4, 12, 54, 55
State and local govis.:
Deposits, 19, 20, 21, 22
Holdings of U.S. Govt. securities, 32, 33
New sccurity issues, 36
Ownership of securities of, 18, 20, 21, 22, 29
Yiclds of securities, 3
State member banks, 17
Stock market , 28
Stocks (See also Scceurities):
New issues, 36, 37
Prices, 28

TAX receipts, Federal, 31

Time deposits, 3, 10, 15, 16, 17, 19, 20, 21, 22, 23
Trade, foreign, 55

Treasury currency, ‘I'veasury cash, 4

Treasury deposits, 4, 12, 30

Treasury operating balance, 30

UNEMPLOYMENT, 47
U.S. balance of payments, 54
U.S. Govt. balances:
Commercial bank holdings, 19, 20, 21, 22
Mecmber bank holdings, 15
Treasury deposits at Reserve Banks, 4, 12, 30
U.S. Govt. securities:
Bank holdings, 16, 17, 18, 20, 21, 22, 29, 32, 33
Dealer transactions, positions, and financing, 34
Federal Reserve Bank holdings, 4, 12, 13, 32, 33
Forcign and international holdings and
transactions, 12, 32, 64
Open market transactions, 11
Outstanding, by type of security, 32, 33
Ownership, 32, 33
Rates in money and capital markets, 27
Yields, 3
Utilities, production, 49

VETERANS Administration, 40, 41

WEEKLY reporting banks, 20-24
Wholesale prices, 46

YIELDS (See Interest rates)
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The Federal Reserve System

Boundaries of Federal Reserve Districts and Their Branch Territories
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Guide to

Tabular Presentation and Statistical Releases

GUIDE TO TABULAR PRESENTATION

SYMBOLS AND ABBREVIATIONS

p Pretiminary

r Revised

rp Revised preliminary

e Eistimated

C Corrected

n.e.c. Not ¢lsewhere classilicd

Rp's Repurchase agreements

PC"s Individuals, partnerships. and corporations

GENERAL INFORMATION

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

LS. Govt securities™ may  include  guaranteed
issues of U.S. Govt. agencies (the flow of funds figures
also include not fully puaranteed issues) as well as direct

STATISTICAL. REILEASES

SMSA’s
REITs
ik

Standard metropolitan statistical arcas

Real estate investment trusts

Amounts insignificant in terms of the partic-
ular unit (e.g., less than 500,000 when
the unit is millions)

...... (1) Zero, (2) no ligure to be expected, or

(3) figure delayed or, (4) no change (when

figures are cxpected in pereentages).

obligations of the Treasury. “*State and focal govt.””
also includes municipalities, special districts, and other
political subdivisions.

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

LisT PUBLISHED SEMIANNUALLY, WITH LATEST BULLETIN REFERENCE
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