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Recent Developments in
Mortgage and Housing Markets

This article was prepared by David F. Seiders
of the Mortgage and Consumer Finance Section
of the Division of Research and Statistics.

Following ncarly three years of strong growth,
homebuilding stabilized at a high level during
1978 in an environment of sharply rising market
intcrest Construction  was  started  on
slightly more than 2 million private housing
units for the year as a whole. Morcover, sales
of single-family homes reached the highest rates
on record, und average prices of homes sold
continued to climb rapidly. Accompanying
these developments, formation of residential

rates.

mortgage debt rose to a record volume in 1978,

Housing starts and home sales have slack-
ened somewhat in recent months, partly because
of weather (chart 1). Tightening conditions in
financial markets also have had a constraining
effeet, although housing markets have been less
responsive to general monetary restraint than in
the past. During previous periods with similar
increases inomarket interest rates, residential
mortgage lending  contracted markedly and
housing activity was sharply curtailed. While

1. Private housing starts
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Census Burcau scasonally adjusted monthly data at annual
rates converted to quarterly averages by the Federal Reserve.
CMultifamily ™™ includes structures with two or more units.
Latest data, Junuary February average.

the mortgage and housing markets still are likely
to be more responsive to changes in general
credit conditions than are other major sectors
of the cconomy, the eftfect now appears to be
related more to the interest rate sensitivity of
borrowers and less to shifts in the availability
of funds at depositary institutions.

Although nominal interest rates have risen
sharply since late 1977, demands for mortgage
credit have remained substantial. Demographic
developments  have  bolstered  demands  for
housing services. Moreover, homes have be-
come even more attractive investments in the
recent inflationary environment, and accrued
capital gains have provided homcowners with
resources for trading up to better housing and
with collateral” to support mortgage borrowing
for nonhousing purposes. At the same time, new
types of mortgage instruments have made home
purchase more feasible for some  first-time
buyers. Federal subsidy programs have buoyed
the demand  for multifamily  dwellings  and
mortgage funds.

On the supply side. more mortgage funds
have been raised through the securitics markets
than before. Various types of mortgage-backed
passthrough sccurities have enhanced the appeal
of mortgage assets to diversitied private institu-
tions and have facilitated interregional flows of
funds for housing. Greater amounts of capital
have also been funneled into residential mort-
gages through tax-exempt securitics.

At the nonbank thrift institutions, net deposit
flows have become less sensitive to changes in
market interest rates, and thus the predominant
source of residential mortgage credit has been
less volatile than in the past. Regulatory changes
during the 1970s permitted some lengthening of
the maturity structure of deposits and estab-
lished substantial penalties for early withdrawal
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from longer-term accounts. The most striking
innovation in federal regulations occurred in
Junc 1978, when depositary institutions were
permitted to issue six-month savings certifi-
cates, the so-called money market certificates
(MMCs), with ceiling rates tied to Treasury bill
yields. This instrument has significantly m-
proved the ability of thrift institutions to com-
pete for funds in periods of rising interest rates.
After the introduction of the certificates, deposit
growth at savings and loans surged during the
third quarter of last year, even in the face of
further increases in short- and intermediate-term
market interest rates, and a downswing in mort-
gage commitment and lending activity at the
associations was reversed.

Thrift institutions have not been completely
insulated from the etfects of high yields on
market instruments. With a further rise in mar-
ket rates since the third quarter of 1978, the
growth of deposits at savings and loan associa-
tions has slowed, and mortgage commitments
outstanding as well as net mortgage acquisitions
have declined moderately from highs registered
in November.

Net inflows to fixed-ceiling accounts at the
thrift institutions have fallen sharply in recent
months, while net sules of MMCs have re-
mained large. In order to help reduce cost pres-
sures on the institutions and to moderate further
the fiow of funds into the thrift institutions in
the current inflationary environment, the federal
regulatory agencies have made some adjust-
ments to the rules governing issuance of MMCs,
etfective March 15.

In addition to the deposit slowdown, other
financial factors have tended to restrain the
expansion in mortgage and housing activity in
the past few months. Legal ceilings on home
mortgage rates have limited the ability of
houscholds to compete for funds in a number
of states. Moreover, the overall debt levels and
repayment obligations of the houschold sector
have reached record proportions relative o in-
come. As aresult, some households may be less
willing to take on more mortgage debt in view
of the uncertain cconomic outlook.

In the short-term construction loan market,
sharp increases in interest rates have discour-
aged some building, particularly of unsubsi-

dized multifamily projects. High short-term in-
terest rates have also affected the protits and
activity of institutions that specialize in origi-
nating mortgages for sale. Since last fall, the
cost of carrying loan inventories has been above
coupon rates on long-term mortgages held in
inventory.

A potential  physical
emerged, as stocks of unsold new homes have
approached their 1973-74 peaks. In the multi-
family sector, on the other hand, overbuilding
does not appear to be a current or potential
problem in most areas.

imbalance has  also

POSITION IN AGGREGATE ACTIVITY

Residential investment expenditures increased
significantly last year in current-dollar terms and
remained virtually flat in constant dollars. Dur-
ing 1978 these investment expenditures ac-
counted for about 5 percent of the gross national
product, close to the peak shares in the 1972-73
period (chart 2).

2. Residential investment expenditures
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3. Residential mortgage debt
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The real value of new construction put in
place, including additions and alterations to
existing housing as well as new dwellings, held
up well during 1978, while investment in mobile
homes remained near the fow levels registered
in the three previous years. Sales commissions
associated with transactions in new and existing
homes accounted for a record share of total
residential investment expenditures in 1978,

On the financial side, residential mortgages
claimed almost one-third of total funds raised
in U.S. credit markets in 1978, despite substan-
tial increases in market interest rates and rising
demands for credit by nonfinancial businesses
(chart 3). In the face of increases in other types
of credit demands and  constraints posed by
ceilings on mortgage interest rates, the strength
of mortgage lending has been striking.

Formation of restdential mortgage debt ex-
ceeded residential investment expenditures by
a4 substantial amount in 1978. The margin of
difference was, however, somewhat narrower
than in the latter part of 1977, partly because
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of reductions in loan-to-value ratios on home
mortgages as credit market conditions tightened.
The excess of debt formation over residential
investment, which first appeared in the carly
1970s, has been associated entirely with the
home mortgage component.

SINGLE-FAMI Y SECTOR

Single-family homes accounted for about 70
pereent of total private housing starts during
1978 and early 1979. In terms of mortgage debt
formation, the single-family sector has been
even more dominant: last year, home mortgages
accounted for more than nine-tenths of the in-
crease in residential mortgage debt outstanding.
Some of the strength of this component has been
assoclated with borrowing against equity in the
stock of housing, largely in connection with
transactions in existing homes at inflated prices.

Sales and Prices

In late 1978, total sales of new and existing
homes reached the highest rates on record (chart
4). They then declined somewhat as mortgage
market conditions stiffened and unusually severe
weather limited sales activity in some areas.
Prices of homes sold rose at an extremely rapid
pace throughout 1978 and early 1979. Since the
carly 1970s, price increases for both new and
existing homes have far exceeded increases in
broad-based indexes of consumer or producer
prices. Moreover, average prices of new homes
sold have risen somewhat faster than those of
existing homes, reflecting an ongoing rise in
quality, in terms of size and amenities.

Sales, prices, and quality of homes have
reflected the strengthening of underlying de-
mands because of demographic forces and a
variety of sociocconomic developments. The
number of households has been increasing rap-
idly, owing both to the growth in population
and to the trend toward smaller households.
Moreover, the proportion of households with a
head in the prime homebuying years—25 to
39—has been rising as a legacy of the postwar
baby boom. The incidence of two-carner
households in this group has also increased.

In addition to these factors, the strengthening
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of demand for homes has apparently been asso-
ciated with the rapid inflation of recent years.
Since a house 1s a real asset providing services
over a long period, it serves as a hedge against
inflation. Housing also carries a number of in-
come tax advantages that are not shared by other
types of assets available to consumers, and the
degree of favorable tax treatment for homeown-
ership is tied to inflation—a phenomenon that
is accentuated when inflation moves homeown-
ers into higher marginal tax brackets. In 1978
the federal tax treatment of capital gains was
liberalized, further enhancing the attractiveness
of homes as investments.

Affordability of Homes

Average downpayments on conventional home
loans have increased substantially because of the
rapid acceleration in home prices during the past
several years and rising equity requirements by
lenders in recent quarters (chart 4). Rising home
prices have also been largely responsible for
rapid increases in monthly payments on newly

4. Sales of single-family housing

originated mortgages, although the rise in mort-
gage interest rates since late 1977 also has been
a significant factor (chart 4). Increases in interest
rates accounted for about 30 percent of the rise
in average monthly payments on newly origi-
nated conventional mortgages during 1978.
Household financial assets and income flows
also have been rising on average, but at less
rapid rates than average downpayments and
monthly mortgage payments in recent years.
Obviously, houscholds difter in income and
wealth, and homes vary widely in size and
price. That qualification apart, it seems para-
doxical that the demand for houses has been
quite strong (as reflected in home sales and
prices) while the standard aggregate indicators
of the ability to afford homes have deteriorated.
This apparent paradox fades in the light of
the substantial capital appreciation of houses.
Home occupancy appears much more affordable
when accrued capital gains are viewed as current
additions 1o housechold resources. Nevertheless,
a house is an illiquid and indivisible asset, and
4 homcowner may not be able 1o make other
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adjustments in his balunce sheet—by using fi-
nancial asset balances or by borrowing—to
convert accrued capital gains into current cash
flow without jeopardizing liquidity or incurring
large tnterest or transactions costs. Furthermore,
potential capital appreciation does not help a
would-be homebuyer to meet the large down-
payment ordinarily required in today’s market.

The capital gains aspect of houses suggests
that the financial constraints on home purchase
and occupancy are quite different for those who
alrcady own homes and for those who are just
entering the market. Repurchasers recently have
been accounting for nearly three-fourths of new
homes sold and about three-fifths of cxisting
homes that have changed hands. The windfall
capital gains realized by sellers of existing
homes often have been used 1o finance large
downpayments on housing ol cquivalent or
higher quality.

First-time buyers have not had such opportu-
nitics, and they have faced problems associated
with inflation. The appreciation in home prices
recently has exceeded the rate of increase in
virtually all sources of income, and thus many
potential buyers have had difliculty accumulat-
ing funds to meet downpayment requirements.
In addition, increases in mortgage interest rates
have exacerbated the cash-flow problem that
younger, first-time buyers often encounter in the
carly years of the standard level-payment mort-
gage.

Some first-time buyers have obtained govern-
ment-underwritten loans  with  relatively  low
downpayment requirements, and others have
been able to secure high loan-to-value conven-
tional mortgages by purchasing private mort-
gage msurance. In addition, graduated-payment
mortgages, which provide for relatively low
monthly payments in the carly years of the
contract and relatively high payments later, have
helped alleviate the cash-flow problems for a
number of borrowers. More than $1% billion
of graduated-payment mortgages insured by the
Federal Housing Administration (FHA) were
originated in 1978, Late last year, the Federal
Home Loan Bank Board adopted regulations
that authorize tederally chartered savings and

loan associations to make conventional gradu-
ated-payment home loans.

Borrowing against Housing Equity

The capital gains associated with the rapid ap-
preciation in home prices not only have pro-
vided homeowners with resources to help buy
equivalent or better housing, but also have gen-
crated collateral for mortgage credit that may
be used for other purposes. During 1978, the
household sector raised an estimated $42 billion
of mortgage funds against cquity in the stock
of existing homes. This represented about two-
fifths of total net home mortgage borrowing—
down somewhat from 1977, but still well above
the share registered in carlier years.

Some of these funds have been raised apart
from sell-buy transactions, primarily by home-
owners” taking out junior mortgages or increas-
ing the size of outstanding  first mortgages
through refinancing.  The volume of  junior
mortgages, or ““home equity™ loans, has picked
up substantially in some areas during the past
few years, particularly where increases in prices
of homes have been relatively rapid, as on the
West Coast. Although interest rates charged on
junior mortgages  generally are  significantly
higher than those on lirst mortgages. junior
mortgages are often more cconomical than re-
financing, particularly when rates are apprecia-
bly higher on new than on outstanding first
mortgages, and balances on the outstanding
loans are large.

Although borrowing against housing cquity
by nonsellers has increased in recent years, the
bulk of the mortgage funds raised by the house-
hold sector against inflated housing equity has
been generated in connection with sales of ¢x-
isting homes. This practice has occurred as
many sellers of existing homes have “"mone-
tized™ accumulated equity through highly le-
veraged purchases of their next homes. Accord-
ing to survey data for 1977, repurchasers gen-
crally have raised funds in this way, and house-
holds in the latter stages of the life cycle-—who
have stopped trading up and need more financial
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monctized relatively  large
amounts of equity.

The opportunity to monetize housing equity
in connection  with transactions  in existing
homes has probably encouraged some house-
holds to substitute relatively long-term, low-cost
borrowing on first mortgages for consumer

credit. However, aggregate statistics suggest

assets—have

that much of this mortgage borrowing has rep-
resented a net addition to the -level of house-
hold scctor debt. The volume of funds raised
against housing equity, of course, is contingent
upon the availability of mortgage credit, re-
gardless of the trend in home prices and home-
owner equity.

Sources of Home Mortgage Credit

The strong demands for home mortgage credit,
whether or not associated with demands for
housing services, have exerted considerable up-
ward pressure on mortgage interest rates. As a
result, such rates have risen to record levels

5. Yields on home mortgages and bonds
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despite developments that have tended to bolster
the supply of mortgage funds. Even though
bond rates have increased markedly since the
fall of 1977, gross yields on long-term home
loans have remained well above yields on cor-
porate bonds (chart 5), and expected net yields
on mortgages have risen further during this
period as nonrate loan terms have tightened.
Moreover, rapid appreciation in prices of homes
has helped to sustain the quality of mortgage
credit on single-family homes.

Because of favorable expected net yields,
various private institutions have been willing to
make commitments to acquire tong-term home
mortgages, either directly or indirectly through
mortgage-backed securities. Such commitments
have provided the backup needed by builders
to secure short-term funds for the construction
of homes.

Private financial institutions. Savings and
loan associations supplied about half, and

commercial banks more than a third, of all
short-term mortgage credit for the construction

of homes in 1978 (chart 6). In addition, banks
extended a significant volume of construction
loans not collateralized by real estate. Average
cffective rates on home construction loans at
banks, whether or not secured by real estate,
increased about 3 percentage points during the
year.

[n the markets for permanent financing, sav-
ings and loans accounted for nearly half of total
net acquisitions of home mortgages in 1978
(chart 6), although their share declined signifi-
cantly in the latter half of the year in lagged
reaction to the carlier slowdown in deposit
flows. The share of commercial banks in long-
term lending for home mortgages has continued
to rise from the low level in 1975 and was more
than 20 percent in 1978. Reflecting the attractive
yields available on mortgages, the proportion
of total assets of commercial banks invested in
home loans increased in 1978 despite heavier
demands for bank loans by nonfinancial busi-
nesses.

Life insurance companies, which have had
large and growing cash flows, sharply increased
their commitments to acquire long-term home
mortgages during 1978, and their holdings of
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such assets rose somewhat in the latter half of
the year, for the first time in more than a decade.
The relatively high yields on home mortgages
have drawn a number of life insurance compa-
nics back into direct mortgage acquisitions —the
so-called whole-loan market -——and their invest-
ments generally have involved the purchase of
blocks of conventional loans with servicing re-
sponsibilities retained by the originators,

Mortgage-backed securities and federally re-
lated agencies. Mortgage-backed passthrough
securities, representing ownership interests in
pools of mortgage loans, have become an im-
portant ¢lement of the long-term home mortgage

financing system. New issues  of federally
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guaranteed passthrough securities accounted for
one-eighth of total net acquisitions of home
mortgages in 1978, Issues of privately insured
passthrough securities, tirst offered publicly in
1977, amounted to less than $1 billion last year.
The privately insured securities ordinarily in-
volve pools of seasoned mortgages, and is-
suance may not be attractive to financial institu
tions in periods of rising interest rates if capital
losses have to be booked under such conditions.
The federally related passthrough securities,
generally issued against pools of newly origi-
nated mortgages, include those guarantced by
the Government National Mortgage Association
(GNMA), the Federal Home lLoan Mortgage
Corporation (FHLMC), and the Farmers Home
Administration (FmHA). In recent years such
securities issued and insured by FmHA have
been sold exclusively to the Federal Financing
Bank (FFB), and thus funds raised by the
Treasury for the FFB have been flowing into
FmHA’s rural home loan programs through this
channel. In 1978 the amount of home loans in
FmHA pools increased about $2 billion.
Securities issued and guaranteed by FHLMC
represent interests in pools of conventional loans
acquired by FHLMC, primarily from savings
and loans, through its various purchase pro-
grams. Issues of FHLMC securities increased
to a record $6 billion in 1978. With a number
of scecurity dealers making a secondary market
in the instruments, investors other than the non-
bank thrift institutions acquired about two-thirds
of the amount issued last ycar.
GNMA-guaranteed  passthrough
(GNMAG), issued by private mortgage origina-
tors against pools of government-underwritten
loans, are the predominant type of passthrough
security in the market. Yields on these instru-
ments move closely with rates on interme-
diate-term Treasury securitics, and the partici-
pation by diversified private investors, including
pension funds, has expanded markedly as the
primary and secondary markets have developed.
[ssues of GNMAs amounted to $15 billion in
1978, down somewhat from the previous year
and well below the record annual rate of $20
billion in the last hall of 1977 (chart 7).
New issues of GNMAs typically contract
when long-term market interest rates rise rap-

securities
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7. ENMA and GNMA -security activity
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verted to three month moving averages by Federal Reserve.
Issues of GNMA guaranteed securities and FNMA purchases
of FHA and VA loans include small amounts of multifamily
MOTLEages.

idly. Especially at these times, many potential
issuers of GNMAS, primarily mortgage compa-
nies, sell government-underwritten loans to the
Federal National Mortgage Association
(ENMA) under optional-delivery commitments
secured in previous periods of lower interest
rates  (higher mortgage prices).  Together,
GNMA issues plus FNMA purchases have ab-
sorbed a predominant share of the volume of
FHA-insured and VA-guarantced home loans
originated in the last few years. FNMA has been
the primary investor in FHA-insured, gradu-
ated-payment loans, which were ineligible for
pooling during this period.

FNMA, the only federal or federally related
agency to increase significantly its holdings of
home mortgages in 1978, added some $9 billion
to its portfolio. The other major agencies
operating in the secondary markets, GNMA and
FHLMC, reduced somewhat their holdings of
home mortgages.

Tax-exempt financing. Funds have been
flowing into home mortgages through the mu-
nicipal securities markets in recent years, and
amounts have tended to increase as market in-
terest rates have risen. About three-fourths of
the states have housing finance agencies that use
issues of tax-exempt bonds to provide long-term
mortgage funds at below-market rates to low-
and moderate-income borrowers. Most agencies
supply funds to these borrowers indirectly via
mortgage purchase or loan-to-lender programs,

although a few have direct single-family loan
programs.

Since mid-1978, some municipal govern-
ments have been issuing tax-exempt mortgage
revenue bonds to provide funds to local financial
institutions for relending at below-market rates
to families meeting criteria set-by the issuers.
Some of these subsidized loans have been pro-
vided to borrowers in the middle- and upper-in-
come groups. The President’s recent budget
message proposed to limit the beneficiaries of
tax-exempt funds for mortgage financing to low-
and moderate-income families.

Mortgage Interest Rate Ceilings

Federal and state ceilings on rates that may be
charged for long-term home mortgage credit
have posed some constraints on borrowing. Al-
though the ceiling rate for FHA-insured and
VA-guarantced home loans was adjusted up-
ward a full percentage point in the first half of
1978, by early 1979 lenders required about 5
discount points, on average, on 9% percent
contracts. To the extent that such discounts are
not absorbed by home sellers, they are shifted
through increased home prices to buyers, who
must pay them indirectly at the loan closing.

State-imposed ceilings on interest rates for
conventional home mortgages have also con-
strained lending in some arcas. Some states
recently eliminated or raised ceilings, and some
have converted to floating-rate ceilings. Even
so, In carly March depositary institutions (ex-
cluding national banks) and other lenders in
about a third of the states were subject to rate
ceilings  below  national-average  mortgage
yields. In those states in which usury ceilings
are binding and discount points are prohibited
or limited, lenders may adjust nonrate terms in
order to raise expected net yields. Such adjust-
ments, however, can ration many borrowers out
of the market.

While state usury limits undoubtedly have
reduced home mortgage and building activity
within some states, the impact on aggregate
levels of activity apparently has been alleviated
to some extent by the flow of mortgage credit
across state lines. Lenders in low-rate states may
buy loans at competitive yields in the secondary



mortgage markets, which are immune from the
direct effects of usury ceilings, and thus increase
the supply of mortgage credit in arcas without
binding ceilings. Recent developments in the
sccondary markets for conventional whole loans
and passthrough securities backed by pools of
conventional mortgages have helped facilitate
such adjustments.

Builder Inventories

In general, the prices of new homes sold have
been rising more rapidly than building costs,
even with the sharp increases in construction
loan rates since late 1977, and this ditlerential
has provided considerable stimulus 10 home-
building. In such an cnvironment, inventories
of unsold homes at merchant builders have risen
considerably (chart 8). At the end of 1978 the
inventory level was near the peak reached in
1973, before the major contraction in new
housing activity.

The high inventory levels apparently have not
yet significantly discouraged starts of single-
family homes. Most newly completed units have
sold quickly, and the inventory build-up has
represented  primarily units still under  con-
struction, Morcover, the inventory-to-sales ratio
for new single-family homes has increased only
a little in the past two years and has remained

8. Home stocks at builders
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well below the highs reached in 1974 and carly
1975. This ratio could increase if new home
sales should falter, and the inventories could then
present a greater deterrent to starts,

Mur riFamiry SECTOR

Multifamily housing starts have picked up sig-
nificantly from their trough in 1975, Even so,
the number of units started in 1978 was less
than half the unprecedented rates recorded in
the peak years 1973 und 1974. Although rental
markets have tightened, the expected profita-
bility of rental properties has been insufficient
to spur new construction of unsubsidized proj-
cets on a wide scale. In this environment, the
recovery in multifamily starts has been asso-
ciated in part with federal subsidy programs for
rental projects. The condominium market also
has shown some strength, apparently related in
part to the investment aspects of homeown-
ership.

Unsubsidized Multifamily Activity

The supply of new multifamily units has been
trending upward sinee carly 1976, but the num-
ber of completions still amounts to less than half
the peak of 1973 (chart 9). A significant portion
of newly completed multifamily units has been
destined for condominium ownership rather than
for rental occupancy, and the sales rate for new
condominium units has been quite rapid. In-
deed, the strength of this market in some areas
of the country has stimulated conversions of
rental projects to condominiums.

With increases in the total supply of rental
units apparently small, the overall rental va-
cancy rate has fallen to the lowest level on
record—>5 percent in the second half of 1978
(chart 9). The substantial decline in the national
vacaney rate since 1975 has resulted in large
part from a reduction of 3 percentage points in
the South, although vacancy rates also have
declined elsewhere except the Northeast.

As vacancy rates have declined, new multi-
family rental units coming onto the market
typically have been leased quickly, and the rise
i average rents has picked up despite rent con-
trols in various parts of the country, particularly
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the Northeast. Atthe same time, delinquency and
foreclosure rates on long-term conventional mui-
titamily mortgages have declined from the ex-
tremely high levels recorded several years ago.

Despite these developments, investors have
had only limited interest in unsubsidized multi-
family rental properties. Interest rates on multi-
family construction loans have risen sharply,
and those on long-term multifamily mortgage
loans are also up substantially—by about 150
basis points since late 1977 to nearly 11 percent.
Morcover, the costs of operating rental projects
have continued to rise more rapidly than average
rents (chart 9). The prospect for rent increases
may also have been depressed by threats of rent
controls in some areas, such as California, and
by the demographic and economic forces that
have been strengthening the demand for home-
ownership.

Some federal advantages have been
available to investors in multifamily projects.
For rental

tax

tax purposes, owners of new

9. Rental market indicators
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propertics may depreciate the cost of the struc-
ture at an accelerated rate, involving deductions
in the carly years substantially above those
available for other income-producing assets.
Preferential treatment as a tax shelter for imited
partnerships also gives real estate some edge
over other types of investment in competing for
private capital. Also available in recent years
has been a front-end subsidy, associated with
the treatment of interest and property tax pay-
ments as current business costs during the con-
struction period, although this provision has
been phased down under the Tax Reform Act
of 1976.

Federally Subsidized Activity

Federally subsidized units have become a larger
share of total multifamily construction as un-
certainties have clouded the profitability of ren-
tal projects. In 1978 about one-fourth of the total
units started were under the section 8 rental
subsidy program of the Department of Housing
and Urban Development (HUD), the corner-
stone of federal housing assistance during the
past few years. Remaining budget authority for
the fiscal year 1979, as well as amounts in the
proposed 1980 federal budget, suggests that this
program will continue to provide substantial
support to multifamily construction.

The section 8 program is directed toward
lower-income families and to a certain extent
generates effective demand for new rental units
that otherwise would have been lacking. More-
over, the program guarantees private developers
fair market rents, as determined by HUD of-
fices, and provides for periodic reviews of rental
rates. The review process is intended to preclude
the squeeze on net income that might arise be-
cause of escalating operating expenses.

Private developers of section 8 projects may
also secure permanent mortgage financing at
interest rates significantly below market yields.
[n many cases, the mortgage financing has been
provided by state housing finance agencies,
which raise funds through issuance of tax-cx-
empt bonds and pass their low borrowing rates
through to the developers. Interest rate subsidics
may also be obtained through a GNMA *“tan-
dem plan™ for multifamily projects. Under tan-



dem plans, GNMA purchases low-rate, FHA-
insured multifamily mortgages from private
lenders at prices close to par and resells them
at market prices. Tandem plans for multifamily
projects have been available since carly 1976,
and in 1978 onc specitically tied to section 8
projects was created.

Sources of Multifamily Mortgage Credit

Commercial banks accounted for more than half
of the total volume of multifamily construction
loans made last year, while the share for savings
and loan associations fell to about a fourth (chart
10). The real estate investinent trusts (REITS),
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tres with five or more units, as reported by HUD. “Con-
struction loans’ ™ e in terms of originations: “long term loans™
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which grew rapidly during the last housing
boom and accounted for nearly one-third of the
multifamily construction loans made in 1973,
were only a minor source of supply in 1978.
Indexes of share prices for the REIT industry
have recovered somewhat from the extremely
low levels reached in 1975, but access to funds
through the money and capital markets has
continued to be severely restricted for most
mortgage-oriented trusts.

In the markets for permanent financing, sav-
ings and loans accounted for about two-fifths
of total net acquisitions of multifamily mort-
gages in 1978, down somewhat from the two
previous years (chart 10). Life insurance com-
panics increased their investments in long-term
multifamily mortgages to some extent last year,
and their commitments outstanding to acquire
such loans rose about a third during 1978. State
and local government credit agencies supplied
a relatively large amount of long-term multi-
family mortgage credit last ycar, reflecting to
a considerable extent loans acquired in connec-
tion with rental projects  subsidized under
HUD’s section 8 program.

GNMA purchased $1.3 billion of long-term,
FHA-insured multifamily mortgages in 1978
under its tandem plans—the only type of loan
it acquired during this period—and had nearly
$5 billion of purchase commitments outstanding
at the end of the year. Net acquisitions of
multifamily mortgages by other federal or fed-
crally related agencies were negligible in 1978,
Issues of federally guaranteed passthrough se-
curities backed by pools of multifamily loans
increased about $1.4 billion during the year.

Mosirr Hosmies

Shipments by manufacturers of mobile homes
to dealers and developers, which are excluded
from the series on housing starts, have been
increasing gradually from the trough in mid-
1975 (chart 11). In 1978 mobile home ship-
ments accounted for only an cighth of all types
of housing units completed, compared with
more than a fifth in the boom ycars 1972 and
1973. Sales of new mobile homes have roughly
paralleled the modest growth of shipments dur-
ing the past few years, and dealer inventories
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and to quarterly averages by the Federal Reserve. Latest data,
January -February average.
of unsold units have remained well below their
1974 highs.

Relative weakness in the mobile home market
has been associated with a number of factors,
both nonfinancial and financial. Zoning restric-
tions have been a persistent problem. In addi-
tion, in an inflationary environment, the invest-
ment appeal of site-built, single-family homes
and condominium units in multifamily struc-
turcs has been greater than that of mobile
homes. Survey data for 1977 suggest that about
half of mobile home owners perceived a decline

in the value of their homes since purchase, com-
pared with less than 5 percent of the owners of
single-family homes conventionally built on lots.

In the wake of the serious loan delinquency
and repossession experience in 1974 and 1975,
many lenders withdrew from mobile home fi-
nancing completely, and others became more
selective in granting uninsured loans for the
purchase of mobile homes. While delinquency
and repossession rates declined significantly in
1978, interest rates on mobile home loans have
held near the highs reached in 1975, Average
contract maturities, which had lengthened con-
siderably in the early 1970s, increased only a
little further in 1978.

‘The sources of supply for mobile home credit
have shifted significantly since 1975, as com-
mercial banks and finance companies have re-
duced such lending and savings and loan asso-
ciations have expanded it. The associations have
found the financing of double-width units to be
particularly compatible with their traditional ac-
tivities in home financing, and some have
shortened the average maturity of their asset
portfolios by acquiring more mobile home
loans. ]
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Report subminted to the Congress on February
20, 1979, pursuant to the Full Employment and
Balanced Growth Act of 1978

RecENT ECONOMIC AND
FINANCIAL DEVELOPMENTS

Overview

The current cconomic expansion is about 1o
enter its fifth year. It thus outranks in longevity
every prior cyclical upswing ol the postwar era
with the exception of that in the 1960s. Yet it
has maintained considerable vigor, with real
gross national product rising more than 4 per-
cent during the past year. The attendant in-
creases in employment and industrial capacity
utilization have reduced considerably the margin
of unutilized productive resources in the econ-
omy.

The narrowing of the gap between actual and
potential output implics that a tighter hold on
the nation’s aggregate demand for goods and
services is necessary if inflationary torees are
1o be contained. The urgency of such restraint
is reinforeed by the fact that there has already
been an acceleration in the rise of wages and
prices. Aggregate measures ol unit labor costs
and prices advanced around 9 pereent i 1978,
appreciably more than in the preceding years
ol this cconomic expansion.

Apart from the hardship that this farge and
venerally unanticipated surge in inflation created
for many families and business enterprises. the
behavior of prices deepened concerns around the
world regarding the stability of the ULS. ccon-
omy and the soundness of the dollar. The value
of the dollar on foreign exchange markets de-

1. The charts for this report e avatlable trom Pub
lications Services, Division ol Support Services. Board
of Governors ol the Federal Reserve Sysiem, Washing
ton, ). 20551

clined through most of 1978, cxacerbating do-
mestic inflationary pressures in the process. To
prevent a serious disruption of the international
financial system, a broad program of corrective
actions was initiated last November. The dollar
has since strengthened but remains valnerable
to shifts in sentiment among exchange-market
participants.

The longer-range strength of the LS. ccon-
omy and of the dollar depends greatly on our
success in retarding inflation. This was recog-
nized during the past year in actions taken to
reduce the size of the federal budget deficit, in
the establishnmient  of - voluntary  wage- price
stundards, and in ¢fforts to curtail the inflation-
ary impact of federal regulation. In the monetary
sphere, too, there was movement toward mod
cration of growth in aggregate demand  and
restraint of inflation as the Federal Reserve acted
and

o prevent excessive growth of money

credit.

Aggregate Economic Activity

The current cconomic upswing, which began in
the spring of 1975, runks among the most dura
ble in this nation’s history. In the period sinee
World War 11, only the expansion in the 1960s
was longer, and it was marked by massive
increases in military outlays associated with the
Victnam War.

The past four years have seen sizable gains
in production and cmployment. Between the
first quarter ol 1975 and the fourth quarter of
1978, real gross national product rose more than
20 pereent. By last month, industrial production
had increased about 35 percent and nontarm
payroll employment more than 14 percent from
their levels atthe eyclical trough in March 1975.

The momentum of expansion, furthermore,
has been well maintained. Real GNP increased
4.3 pereent from the fourth quarter of 1977 to
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the fourth quarter of 1978-——a bit slower than
the average pace over the carlier part of the
expansion, but still well above the trend growth
of potential output in the cconomy. The persis-
tent strength of aggregate demand was demon-
strated by the surge in activity during the final
quarter of last ycar, when GNP grew at an
annual rate in excess of 6 percent. Available
indicators suggest that the cconomy has re-
mained generally strong in the opening months
of 1979.

Residential construction, which provided a
good deal of impetus to the carly recovery,
stayed on a high plateau last ycar in the face

of rising interest rates and a continued rapid
escalation in building costs. Houschold  de-
mands for shelter have been bolstered by demo-
graphic trends as well as by an inflation-hedging
motive. The sustained advance in cconomic
activity also has been fostered in good part by
strength in consumer spending. A marked turn-
around in the willingness of  consumers  to
spend- —reflected in a sharp drop in the personal
saving rate—provided much of the impetus to
overall expansion in the carly stages of the
cconomic recovery, and consumption expendi-
tures have remained unusually robust through-
out the upswing.

In the business sector, spending on new plant
and cquipment has continued to rise, but there
have not as yet been the large increases seen
in some carlier cycles. Business fixed invest-
ment actually declined during the initial quarters
of the cconomic expansion as firms concentrated
on the repair of strained financial positions in
an environment of low capacity utilization.
Capital spending policies have continued to be
characterized by considerable caution, and it
was not until mid-1978 that the previous peak
level of real outlays was reattained. Firms also
have exercised caution in managing their inven-
tory positions, and stocks generally have re-
mained lean relative to sales.

Government purchases of goods and services
rose briskly at both the federal and state and
local levels during the second half of 1978 but
have been a moderating influence on overall
activity during most of the cyclical upswing.
The overall budgetary position of the govern-
ment sector, including transfer payments and

revenues, has remained stimulative throughout
the expansion, albeit in diminishing degree. An
improving net export position contributed to the
expansion of GNP during the carly recovery
phase, but deterioration in the trade balance waus
a decidedly negative factor from 1976 10 carly
1978. The U.S. trade deficit did narrow over
the course of 1978, however, owing in part to
the strengthening of economic expansion in
other major industrial countries.

Personal Consumption Expenditures

Consumer outlays grew 3.8 pereent over 1978
after averaging 5% pereent, at an annual rate,
carlier in the cconomic recovery and expansion.
The slower growth of spending reflected rela-
tively smaller recent gains in real disposable
income; increases in real personal income were
eroded by larger tax burdens related to higher
contributions for social security and the interac-
tion of inflation and a progressive tax system.

The proportion of consumption in gross na-
tional product has held at a high level over the
course of this upswing. In prior cycles this share
typically fell as the expansion matured. In par-
ticular, houschold spending for durable goods
has hovered at around 10 percent of GNP
throughout the past three years, while during
other cconomic expansions it accounted, on
average, for about 7% percent. This exceptional
strength in consumption and the associated rapid
increase in installment credit and low saving
rates can be attributed, in part, to the higher
relative number of younger houscholds. But it
also appears to be in some degree a reaction
of houscholds to persistently high inflation rates.
For example, opinion surveys suggest that many
consumers have been buying durable goods in
anticipation of price increases.

Business Fixed Investment

Real business fixed investment rose 8% pereent
over 1978, This was ncarly the same pace of
advance as in the two previous years and almost
twice the rate of expansion in aggregate activity.
Recently. nonresidential  construction activity
has become an important source of business
investment growth. In 1978, rcal spending for



such structures increased 129 percent as outlays
for commercial and industrial buildings showed
particularly impressive gains. On  the  other
hand, investment in producers” durable equip-
ment grew about 6Y2 percent in real terms during
1978 compared with increases of more than 10
pereent in cach of the previous two years. De-
mands for motor vehicles, which were exeep-
tionally strong carlier in the expansion, began
o tail off in 1978, while machinery outlays
continued to advance at about the same moder-
ate pace experienced sincee carly 1976.

Inventory Investment

Investment in business inventories was charac-
terized by caution in 1978, as it generally was
in the three previous years. As a result, aggre-
gate inventory-sales ratios remained at or below
historical averages. This caution, which can be
traced back to the severe inventory cycle of
1974-75, appears to have been responsible for
the avoidance of the types of overhangs that
preceded several prior eyclical downturns. In-
cipient buildups of stocks have been met with
prompt increases in sales promotion or curtail-
ments of orders and production. Most recently,
overhangs that developed at general merchan-
dise retail outlets in the fall apparently were
corrected by the sharp rise in sales during the
holiday scason and a slowing ol production of
durable home goods.

Residential Construction

The rate of private housing starts advanced
briskly during the 1975-77 period und in 1978
they were sustained at the high annual rate of
2 million units. Spending for residential con-
struction in real terms increased at an average
annual rate of 21 pereent from the 1975 trough
before leveling ofl in 1978, In addition to con-
straints on production capacity, the recent de-
velopments in housing activity reflect the tight-
ening in tinancial markets. Interest rates on both
construction loans and [ong-term mortgages rose
appreciably in 1978 and by ycar-end they had
rcached usury ceilings in a number of states and
record postwar highs in many other arcas. Even
so, the vartable-ceiling, six-month time ac-
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counts introduced in June of last year buoyed
deposit growth at key mortgage lenders and
helped maintain the high rate of housing con-
struction.

Within the housing scector, the rise in single-
family starts led activity carly in the recovery.
Morce recently, multifamily starts —supported by
federally  subsidized  rental
units—have increased while single-family starts
have remained above their 1972 -73 peak levels.
Indeed, in the fourth quarter of 1978, total
housing starts averaged an annual rate of 2.1

an oincrease  in

million units, the same as a year carlier.

International Trade

After providing some initial stimulus to ¢co-
nomic growth during the carly recovery period
in 1975, the U.S. balance of trade began deteri-
orating. In large part this reflected the relatively
stronger rate of cconomic expansion in the
United States compared with our major trading
partners. The deficit in net exports narrowed
during 1978, however, as activity abroad picked
up in contrast to the moderation in the .S,
expansion. In addition, the more favorable trade
balance reflected a 20 percent rise in agricultural
exports last year, associated with unusually poor
harvests of wheat and soybeans in the Southern
Hemisphere.

Government

Growth of purchases by the federal government
has been uneven in this expansion. In real terms,
such purchasces increased little during 1975 and
1976, rosc substantially in 1977, and then—
despite a surge in the second half of the year-
declined slightly in 1978, Total expenditures,
however, have risen consistently, reflecting in-
creased grants to state and local governments
and transfers to individuals for social security,
food stamps, and retirement benefits. Revenues
have increased even more than outlays over the
past several years, so that the federal budget
deficit has declined from $66.4 billion in fiscal
year 1976 to a projected $37 billion for the
current fiscal year that ends next September.
State and local government purchases also
have grown irregularly over the past four years.,
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In real terms, outlays by this sector for goods
and services expanded at a 2% percent annual
rate during the second half of 1978, matching
the average pace over the expansion as a whole.
This is well below the trend rate of increase
experienced during the 1960s and carly 1970s.
The slowing of growth reflects changing re-
quirements for services, associated with demo-
graphic developments, and a degree of fiscal
conservatism prompted partly by the financial
difticulties encountered by some communities in
recent years. In 1978, however, a tendency
toward tax reliet —occasioned in part by voter
preferences expressed in California’s Proposi-
tion 13 like
weighed the impact of spending economics on
budgets. As a result, although the aggregate
operating surplus of state and local governments
totaled $6 billion for the year, this was only
half the size of the 1977 surplus.

and measures  elsewhere—out-

Labor Markets

Labor demand has been strong throughout the
current economic expansion. During the three
years following the cyclical trough in carly
1975, nonfarm puayroll cmployment advanced at
an average annual rate of 3.7 percent —com-
gain

pared with a 2.8 percent median rate ot
during the five previous postwar expansions.
During the past year-—at a stage when in carlier
cycles employment levels had begun o level
ofl or even 1o fall—payroll cmployment has
continued to advance at a 4.2 percent annual
rate. Over the almost four years of expansion,
cmployment has increased by 12 million, and
today the ratio of employment o total civilian
population aged 16 and over stands at the high-
est level on record.

Employment in the goods-producing sector of
the cconomy rose rather slowly carly in this
recovery, reflecting in part the sluggish behavior
of business fixed investment. It was not until
late 1978 —as a result of large hiring increases
i the hard goods industries-- that factory em-
ployment reached ity prerecession peak. Simi-
larly, construction hiring showed only small
increases for nearly three years afier the wough.

During 1978, however, employment in contract
construction surged ahead to record levels.

In the private service-producing sector, em-
ployment dipped only briefly in carly 1975 and
has been on a steady uptrend since then—far
exceeding the gains of previous expansions. The
trade and service industries have continued to
grow faster than other sectors, and by the end
ol 1978 they accounted for more than 4 of every

10 jobs in nonfarm establishments. In contrast
to the private sector, government hiring has
been modest. Federal government civilian em-
ployment has been fairly stable at around 24
million over the past four years, about the same
level that has prevailed since the late 1960s.
State and locul government employment has
risen, but growth has been slowed substantially
I reeent years as a consequence ol reduced
needs for education personnel and fiscal re-
trenchment by many units.

The reduction of demand for labor in educa-
tion reflects the shift in the age structure of the
population that has been affecting not only
school enrollments but also the size of the work
force. Growth of the teenage population (ages
16 to 19} in the late 1960s und carly 1970s was
exceedingly large, reflecting the attainment of
working age by the postwar baby boom cohort.
At the same time, labor foree participation rates
for teens rose sharply. In the mid-1970s, growth
of the 16 to 19 age group slowed, and in 1978
the teenage population actually began to con-
tract. Nonctheless, with participation rates still
rising rapidly, the teenage labor foree continued
to grow at a rapid pace (up 3.2 pereent in 1978
compared with [.6 pereent on average in the
preceding four years).

An cven more significant factor in the expan-
ston of the work foree has been the continued
rise in the participation rates of adult women.,
The longer-run trend, which reflected low birth
rates as well as changing attitudes and social
trends, apparently was augmented in the 1970s
by a desire of families to maintain their material
living standards in the face of rapid inflation.
As a result of these participation-rate patterns,
the total civilian labor force grew 3 pereent
during 1978-—about the same as in 1977, but



up considerably from the 2V percent annual rate
during preceding years of the decade.

With the growth of employment outstripping
even the large increase in the size of the labor
force, the uncmployment rate fell 1/2 pereent-
age point over the course of 1978 1o just under
6 percent. Labor market conditions improved
signiticantly  for most groups of skilled and
experienced workers. For example, unemploy-
ment rates for workers 25 to 54 years old,
skilled blue collar workers, and workers sceking
full-time employment all were at or near the
levels reached in 1972 when lubor and product
markets were beginning to tighten noticeably.
While there was as yet no general shortage of
skilled workers during 1978, many tirms report-
edly were tinding it increasingly difticult to fill
certain job vacancies at prevailing wage rates.,

The improvement in employment conditions
during the current expansion has not been uni-
form. Despite the gains made by many groups,
uncmployment rates for younger workers, mi-
norities, and the unskilled were still very high
at the end of 1978, For example, the unem-
ployment rate for teenagers at the end of 1978
was 16 percent, more than four times the rate
for workers 25 1o 54 years old: for minority
youth the rate was over 35 percent. Younger
workers between 16 and 24 years of age ac-
counted for about half of all joblessness in the
fourth quarter of 1978.

The enluarged proportion of the labor foree
accounted for by teenagers and women means
that the overall unemployment rate does not
umply the same degree of labor force pressure
that it would have in past years. These groups
tend 1o have relatively high rates of joblessness
for a number of reasons, including generally
more limited training and work experience. As
a rough adjustment for such structural influ-
ences, the average unemploymient rate can be
recomputed using the age sex composition of
the labor force in the mid-1950s. ‘The result of
such a calculation is an unemployment rate
about one percentage point below its current
level. which vividly illustrates that the level of
labor utilization consistent with price stability
may change considerably over time. To enhance
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the possibility of simultancously achieving low
unemployment and price stability, it may be
necessary to augment monetary and fiscal poli-
cies with carefully focused programs to facilitate
job placement and to provide skill training.

Productivity

The 3.5 million increase i payroll employment
during 1978 was much larger than would have
been expected on the basis of the historical
relationships between output changes and labor
demand. Although growth in real GNP decel-
erated from 5% percent in 1977 to 4% percent
in 1978, businesses added to their payrolls at
almost the same rate. Output per hour of work
rose only slightly over the four quarters of 1978.

Much of the slowdown in productivity growth
last year occurred outside the manufacturing
sector; output per hour in manufacturing in-
creased 3% percent during 1978, Normally,
productivity growth slows as labor markets
tighten and capacity constraints are approached,
but the fallofl in productivity gains in the past
two years has been particularly sharp.

This poor performance of labor productivity
continues a trend toward slower growth evident
since the late 1960s. During the period from
1947 to 1967, productivity in the nonfarm busi-
ness sector rose on average by 27 percent per
year, and accounted for almost 70 percent of
the gain in output for this sector. Since 1967
the rise in output per hour has slowed, with
average annual gains of only 1.2 pereent re-
corded since 1973, As a result, less than 50
pereent of output growth over the last five years
can be attributed to gains in cfficiency.

The deterioration of productivity performance
in recent years is a complex phenomenon that
is not completely understood. It appears, how-
ever, that a crucial factor has been the tailure
to maintain an adequate rate of capital forma-
ton. Indeed, the nation’s stock of capital has
shown little growth relative to the size of the
labor force over the past decade: in contrast,
the capital-labor ratio trended upward rapidly
in the preceding 20 years. Other factors that may
have contributed to reduced productivity growth
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in recent years are the influence of environ-
mental and safety regulations that divert re-
sources to uses not measured in the national
income and product accounts and the increase
in the proportion of young and inexperienced
workers in the labor forcee.

Investment

Since the carly 1960s there has been a marked
trend toward slower growth of the stock of
business capital in the United States. Although
real gross business fixed investment last year
surpassed the 1973 record, still stronger invest-
ment activity will be needed if there is to be
a sustained reversal of this trend. In part this
merely reflects the arithmetic truth that un-
changed absolute amounts of investment trans-
late into declining percentage increases in a
growing stock of plant and cquipment. Also
important, however, is the fact that it is ner
investment——that s, gross investment less the
depreciation  of existing  capital  goods - -that
adds to the capital stock, and real net investment
has yet to reach its previous peak level. Because
the fraction of the capital stock in the form of
relatively short-lived equipment has been in-
creasing in recent years, a higher level of gross
investment is now needed simply to maintain
the existing capital stock.

[t also must be noted that even the figures
for net investment probably overstate the con-
tribution that capital outlays have been making
recently to the expansion of productive capacity.
A significant share of plant and  cquipment
spending has been undertaken to meet govern-
ment pollution, health, and safety regulations.
During the past several years roughly 5 percent
of total capital spending has been for the pur-
pose of pollution abatement, and some estimates
suggest that perhaps an additional 2 pereent of
investment has been for improvements in health
and safety conditions. Although these outlays
may well yield important benetits to society,
they do not directly enhance productive capac-
ity.

When an economy is near full employment,
the commitment of additional resources to capi-
tal formation will require some near-term sacri-
fice of consumption by individuals or govern-

ment. However, there is ample evidence that
higher levels of investment effort can enhance
long-range economic growth and raise living
standards. The increase in U.S. capital spending
last year raised the ratio of real gross business
fixed investment to GNP to 10.2 percent—the
first time since 1974 that it reached the 10
percent level, but still somewhat below the
average of the late 1960s and carly 1970s.
Although international comparisons must be
made with caution, owing to dilferences in
accounting and other technical problems, it is
clear that other major industrial nations have
allocated greater shares of GNP to investment
and, as a result, have enjoyed substantially
faster increases in productivity and output.
While this does not lead to the conclusion that
the United States should attempt to achieve the
same investment-GNP ratios as prevail else-
where, it tends to confirm the proposition that
this nation would benetit from higher propor-
tions of capital spending to GNP than have been
experienced in recent years.

International Trade and Payments

From the mid-1960s through the carly 19705,
the U.S. merchandise trade balance moved
gradually from surplus to deficit. Then, during
the 1974-75 worldwide economic slowdown the
United States suftered a disproportionately sharp
contraction, so that—despite an ¢normous in-
crease in our outlays for imported oil- -the U.S.
trade balance swung into surplus in 1975, The
surplus proved temporary, however; the subse-
quent economic recovery was stronger here than
abroad, and this played a major role in the steep
increase of our trade deficit from 1976 through
carly 1978.

The trade deficit in 1978 was $34 billion,
slightly Targer than in 1977, But the deficit
peaked at an annual rate of $45 billion in the
first quarter of 1978, and developments in both
exports and imports contributed to a narrowing
of the imbalance to a rate of about $30 billion
in cach of the subsequent quarters.

The growth of exports accelerated in the
second quarter. The step-up was partly attrib-
utable to temporary causes—--for example, de-
mand for U.S. agricultural commodities was



stimulated by poor harvests in the Southeri
Hemisphere. More important was a strengthen-
ing of economic activity abroad and the -
proved competitiveness of U.S. goods resulting
from the substantial depreciation of the U.S.
dollar that had begun in the fall of 1977, The
real volume of nonagricultural exports increased
1978, and growth picked up
strongly in the scecond half of the year. Prices
of exports increased in line with the general pace
of domestic intlation, and the total value of
merchandise exports rose 17 pereent from 1977,

The relatively moderate rise in the volume
of imports in 1978, following two years of very
large increases, resulted primarily from a slower
increase in nonoil imports, but it was reinforced
by some decline in petroleum imports. Although
total U.S. petroleum consumption is estimated
to have increased 3 pereent, the higher demand
was more than met by the increased Alaskan
production and by a drawing down of invento-
ries from unusually high levels. The total value
of imports increased 16 percent in 1978 with
the gain sprcad over most major commodity
categories. Almost half of this increase was in

6 pereent in

volume terms as imports responded to the con-
tinuing strength in U.S. economic  activity.
Prices of nonoil imports were boosted by the
decline in the international value of the dollar.

The current-account deficit in 1978, estimated
at $17 billion, was slightly larger than in 1977.
As in other recent years, net receipts from
service transactions provided a substantial ofl'set
to the merchandise trade deficit. Earnings, fees,
and royalties from foreign direct investments
have shown a strong uptrend during the 1970s.

In the period between the onset of generalized
floating of currencies in March 1973 and Sep-
tember 1977, the exchange value of the dollar
went through several phases of appreciation and
depreciation. The average value of the dollar
increased sharply (nearly 15 percent) from Oc-
tober 1973 to January 1974, despite large sales
of dollars by foreign central banks. Continued
large sales of dollars by foreign central banks
in 1974, later reinforced by the ecasing of do-
mestic interest rates associated with the U.S.
recession, contributed to a decline in the dollar
that began in the first quarter of 1974 and did
not end until the spring of 1975. Thereafter,
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the emergence of a large current-account surplus
and a relative firming of U.S. interest rates led
to a substantial appreciation of the dollar until
the spring of 1976. The dollar subsequently held
relatively steady until the fall of 1977.

The dollar began to depreciate markedly
against most major foreign currencies in late
September 1977 as forecasts for 1978 suggested
that the U.S. trade deficit would be no smaller
than in 1977. The decline continued through the
end of 1977, despite large intervention pur-
chases of dollars by foreign central banks. An
announcement in Januvary 1978 that the U.S.
Treasury would join the Federal Reserve in
exchange-market intervention in German marks,
followed by an increase in the discount rate,
improved market sentiment only temporarily,
and by early April the dollar had declined about
10 percent on a weighted-average basis. Be-
tween carly April and mid-May, a relative
firming of U.S. interest rates contributed to a
recovery, but the Jdollar declined fairly steadily
thereafter in response to continuing concerns
about the size of the U.S. trade deficit and
increasing fears that U.S. price performance
was deteriorating.

Although some depreciation of the dollar was
justified by the need to restore external balance
in the face of differential growth rates in the
United States and major foreign economices and
a relative worsening of U.S. inflation, by mid-
summer it was clear that the dollar’s decline
was becoming excessive in trading that was
increasingly disorderly. Consequently, in Au-
gust the Federal Reserve announced a /2 per-
centage point increase in the discount rate and
reduced to zero the reserve requirements on
borrowings by member banks in the Eurodollar
market. The Treasury later announced that it
would increase the size of its regular monthly
gold auctions. These measures produced a brief
rally and then a few weeks of stability for the
dollar. However, the dollar’s slide soon re-
sumed. After the President announced his
wage-price program on October 24, the decline
steepened alarmingly, threatening to undercut
the anti-inflation effort at home and to lead to
further erosion of confidence abroad. By late
October, the dollar had fallen 21 percent from
its September 1977 level.
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Under these circumstances, more forceful ac-
tion was required. On November |, the Federal
Reserve increased the discount rate by 1 per-
centage point and imposed a supplementary
reserve requirement of 2 percentage points on
large time deposits. To increase the availability
of foreign currencies for exchange-market in-
tervention, enlarged swap lines were arranged
with the central banks of Germany, Japan, and
Switzerland. The U.S. Treasury simultancously
announced its intention to draw on its reserve
position in the International Monetary Fund, to
sell special  drawing  rights, and to
foreign-currency-denominated securities. In ad-
dition, the Treasury announced a doubling in
its rate of gold sales.

The aim of these measures was to correct the
excessive depreciation of the dollar and thereby
to counter upward pressures on the domestic
price level. When viewed in its entirety, the
policy initiative of the administration and the
Federal Reserve System indicated  that  the
United States recognized the need for an inte-
grated approach in addressing domestic and
international  cconomic  concerns. The  an-
nouncement of these measures on November |
produced a dramatic jump in the dollar’s ex-
change value. On that day alone the dollar

issue

advanced by 5 percent on a weighted-average
basis. Heavy cooperative central bank interven-
tion over the following few weeks provided
support for the dollar as market participants
tested the authorities’ resolve, but the need for
such intervention abated in January. As of mid-
February of this year, the dollar was more than
7 percent above its October low on a weighted-
average basis.

Prices

Inflation typically has accelerated over the
course of cyclical expansions in ¢conomic ac-
tivity, and this upswing has proven no excep-
tion. However, the marked increase in the pace
of price advance during the past ycar was in
lurge measure a consequence of forees not di-
rectly related to an intensification of general
demand pressures on available productive re-
sources.  Government-mandated  increases  in
costs and special developments in the agricul-

tural and international sectors contributed sub-
stantially to the pickup in inflation during 1978.

Inflation moderated during the first stages of
the cyclical recovery in 1975 and 1976. The
carlier extraordinary pressures (associated with
the rise in oil prices, the sharp escalation in food
prices, a worldwide boom in other commuodities,
and domestic price decontrol) subsided, and the
considerable slack in lubor and product markets
restrained wages and prices. Inflation began to
speed up again in 1977, however, and prices
then surged in 1978, The consumer price index,
the producer price index, and the fixed-weight
price index for gross business product all regis-
tered increases of around 9 percent during 1978,
about 2 percentage points more than in the
preceding year.

The acceleration of inflation last year re-
flected importantly the pressure of rising labor
costs. Wage rates in the private nonfarm sector
increased 8% percent, compared with about 7%
percent in each of the preceding two years. A
boost in the federal minimum wage contributed
appreciably to the accelerated rise of wages, the
impact was especially noticeable in the trade
sector, which has the largest concentration of
lower-wage workers and had average wage in-
creases of more than 9 percent last year.

Hourly compensation, which includes, in ad-
dition to wages, the costs to employers of social
insurance contributions and of privately nego-
tiated fringe benefits, rose 9% percent—about
2 percentage points faster than in 1977. About
one-quarter of the acceleration resulted from
increased social security taxes and unemploy-
ment insurance contributions. In addition, pri-
vate fringe benefits continued to rise faster than
Wages.

Given the weak performance of labor pro-
ductivity, the larger compensation gains were
translated into rapid increases in unit labor
costs. Unit Tabor costs in the nonfarm business
sector rose 9 percent during 1978 versus 6Y
percent in 1977, As 1979 began, labor costs
again were given an upward jolt by further
increases in the minimum wage and social se-
curity taxes.

Apart from the broad pressures exerted by
rising unit labor costs, the general level of prices
was affected considerably in 1978 by develop-



ments in the farm and food sector. Retail food
prices rose 12 percent over the year—the largest
increase since 1974, The increases at the retail
level reflected a rise of almost 20 percent in
farm prices during 1978 following little change
in the preceding year. Meat price increases were
particularly rapid, as beef production continued
to decline.

The decline in the foreign exchange value of
the dollar also aggravated inflation. Aside from
the direct impact of higher prices for imported
merchandise, the price-restraining pressure of
foreign competition was weakened for many
domestic products. lLarge price increases for

domestically produced automobiles and other
durable goods retlected both of these eflects.
The inflationary pressures assoctated with the
steep depreciation of the dollar that had begun
in September 1977 appear to have accounted
for about | percentage point of last year's risc
in the consumer price index.

At the producer level, the inflation of prices
of capital equipment accelerated considerably
less than that for consumer finished goods. But
crude materials prices, for both food and non-
food items, increased sharply, and prices for
construction materials also rose rapidly. In the
first month of this year the continuing strength
of influtionary forces was demonstrated by a 1.3
percent jump in the producer price index:; al-
though consumer foods posted an especially
large increase, all of the mujor groupings of
finished goods und materials showed accelerated
advances.

Financial Muarkets

Interest Rares. Interest rates generally de-
clined during the carly part of the current eco-
nomic expansion. This departure from usual
cyclical patterns probably was attributable in
part to a diminution of inflation expectations
associated with the observed slowing in the
advance of prices and (o the limited credit needs
of businesses, which were pursuing cautious
capital spending policies. Interest rates began
to move upward in the spring of 1977, however,
as the Federal Reserve acted to restrain acceler-
ating growth in money and credit. Over the
course of 1977, yields on short-term market
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instruments generally rose about 2 percentage
points, while corporate and ‘Treasury bond
yields increased around 3/4 percentage point.

With inflation picking up, the margin of unu-
tilized resources narrowing, and the dollar under
downward pressure in foreign cxchange mar-
kets, the Federal Reserve applied increasing
restraint to the expansion of money and credit
in 1978. This was reflected in further increases
of 3 to 4 percentage points in most short-term
rates over the course of the year. The combina-
tion of rising short-term rates and heightened
inflation expectations resulted in increases of
roughly 1 percentage point in bond yields. By
year-end, a number of interest rates were near
or above the peak levels of 1974,

Monetary Aggregates. The monetary aggre-
gates have exhibited sonie unusual patterns of
behavior during the past several years. This has
been especially true with respect to the narrow
money stock, M-1. During 1975 and 1976,
growth in M-1 averaged just over § percent per
year. Given the concurrent decline in interest
rates, the sizable increases m M- velocity
that is, the ratio of GNP to M [—were much
larger than would have been predicted on the
basis of previous historical relationships among
money, income, and interest rates.

The moderation of the public’s demund for
M-1 may have reflected to a degree an unusually
strong cyclical swing in confidence and in-
creased willingness to spend out of existing cash
balances as the cconomy recovered from a se
vere recession. However, there s also consid-
erable evidence that other factors played an
important role. The unprecedentedly high level
reached by interest rates in 1974 stimulated the
creation and adoption of new cash management
techniques that permitted individuals and busi
nesses o cconomize on noncarning  demand
deposits. This development apparently contin-
ued to exert a significant influence even after
interest rates turned downward, and it was rein-
forced by several important legislative and reg-
ulatory developments and innovations affecting
the payments system. These included the au-
thorization of ncgotiable order of withdrawal
(NOW) accounts in all of New England, of
savings accounts for businesses and govern-
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mental units, and of preauthorized third-party
and telephone transfer privileges for personal
savings accounts.

By the beginning of 1977, the level of M-1
was well below that predicted by most standard
cconometric models of the demand for money.
This downward shift in money demand abated
in carly 1977, however, and growth of M-I
generally conformed to historical patterns until
the final months of 1978. M-[ expanded 8
percent during 1977 and at about the same pace
over the first three quarters of 1978: rising
interest rates and slowing economic ¢xpansion
worked to moderate M-1 growth over this span,
but these influences were offset by the effect
of accelerating inflation on transactions require-
ments.

On a quarterly average basis, M-1 growth in
the fourth quarter of 1978 was at a 4.4 percent
annual rate, but the average level of the money
stock in January was slightly below that for
October. A portion of this weakness 1s the direct
consequence of the introduction of automatic
transfer services (ATS) last November [; many
individuals have shifted their transactions bal-
ances from checking accounts to savings ac-
counts from which funds are automatically
transferred to cover checks. These shifts appear
to have reduced M-1 growth rates by roughly
3 percentage points per month, on average.
Even after allowance for this, however, growth
in M-1 has been weaker than might have been
expected in light of the recent expansion of
income and spending. It may be that, as in 1974,
interest rates have reached a high threshold level
at which households and businesses are induced
to seek out and adopt cash management tech-
niques that permit major cconomices in demand
deposit holdings. The advent of ATS—which
occastoned basic changes in the checking ac-
count pricing  policies of many banks—un-
doubtedly has caused many individuals to assess
more carcfully the opportunity costs of holding
non-interest-earning demand deposit balances as
compared not only with ATS accounts but also
with other highly liquid interest-carning asscts.

The behavior of the interest-bearing compo-
nents of the broader monetary aggregates—M-2
and M-3—-was generally in line with historical
patterns during the first three years of the cco-

nomic upswing, but there has been a marked
deviation since last June. Commercial banks and
thrift institutions experienced rapid growth of
savings and small-denomination time deposits
until the latter part of 1977. At that point a gap
began to develop between interest rates on short-
and intermediate-term market securities and the
rates permitted on insured deposits by federal
regulations. As the gap grew, inflows to savings
and small time accounts gradually diminished
through the spring of 1978. Commercial banks
found it necessary to rely more heavily during
this period on large time deposits and other
managed liabilities to fund their lending activi-
ties. and savings and loan associations borrowed
heavily from Federal Home Loan Banks,

To prevent a repetition of past episodes when
markedly reduced deposit inflows led to an
abrupt curtailment of credit to homebuyers and
others reliant on the depositary institutions for
credit, the federal regulatory agencies author-
ized two new time deposit categories etfective
June |. One was an 8-year account paying up
to 7% percent at commercial banks and 8 per-
cent at thrift institutions. The other was a 6-
month  ““moncy market certificate™ (MMC)
whose maximum rate varies weekly with the
average yield on newly issued 6-month Treasury
bills. Given rate relationships, the 8-year certif-
icate has not added signiticantly to overall de-
posit flows, but quite the contrary is true of the
MMCs. During the first 5 months of 1978, time
and savings deposits subject to rate ceilings at
commercial banks, savings and loan associa-
tions, and mutual banks grew at a 7.9 percent
annual rate; since the beginning of June, these
deposits have grown at a 10.3 pereent rate
despite substantial further increases in market
interest rates. MMC baluances at the end of
January totaled about $105 billion and ac-
counted for 7% percent of savings and small
time deposits at banks and almost 13 percent
at thrift institutions.

The MMCs have greatly reduced the sensi-
tivity of time and savings deposit growth to
changes in market interest rates, but they have
not climinated it. Indeed, inflows have mod-
crated during the past few months, at least partly
in response to the substantial further rise in
interest rates. Increased noncompetitive tenders



in auctions of Treasury securities and record
growth of money market mutual funds are indi-
cations that recent interest rate levels have been
inducing some diversion of funds from savings
and small tme accounts subject to fixed rate
ceilings.

Credit Flows. Although accelerating inflation
has tended to dampen the impact of rising nom-
inal interest rates on credit demands, there has
been a pereeptible fattening of the overall pace
of borrowing in the cconomy over the past year.
Total funds raised in credit markets by the
private domestic nonfinancial sectors have ex-
panded only moderately since the second half
of 1977 after having risen rapidly during the
carlier part of the cconomic expansion. Al-
though the liquidity of depositary  institutions
has declined over the past two years, the intro-
duction of the MMC has prevented the disinter-
mediation that accompanied previous interest
rate cycles and has permitted banks and thrift
institutions to continue to account for a very
large share of the funds advanced to ultimate
borrowers.

Houscholds, in particular, are heavily reliant
on depositary institutions for credit, and their
demands for funds have remained strong. Home
mortgage borrowing in 1978 was slightly larger
than in 1977, and consumer installment bor-
rowing rose 10 a new record as households
financed purchases of autos and other large
ticket items. The aggregate flow of credit to
households in 1978, at more than $160 billion,
was 15 percent greater than in 1977 and three
times the volume recorded in 1975.

The buildup of indebtedness by households
over the last three years has outstripped both
the growth of this sector’s tinancial asset hold-
ings and of disposable income. Repayment bur-
dens have reached record proportions. Although
loan delinquency data indicate that families have
not as yet encountered significant difticulty in
mecting their obligations for debt service, the
diminished liquidity of household financial po-
sitions suggests a greater fragility and vulnera-
bility to any deterioration of income flows.

The nonfinancial business sector also experi-
enced some decline in liquidity in the past year.
The gap between corporate capital spending and
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internal cash flow widened, and firms met a
substantial portion of their external financing
needs through short-term borrowings—oparticu-
larly from commercial banks. While commer-
cial mortgage borrowing increased and private
bond placements remained large, many of the

big, highly rated industrial firms that have ready
access to the public bond markets evidently
preferred to defer long-term financings in the
expectation that long-term rates would eventu-
ally decline. As a consequence, the aggregate
ratio of liquid assets to short-term liabilities in
the nonfinancial corporate sector declined over
the course of 1978, to a level only slightly above
the 1974 low.

State and local borrowing was about the same
in 1978 as in 1977. Advance refundings again
accounted for a sizable share of tax-exempt
bond issuance, but such operations virtually
ceased after August owing to the combination
of restrictive Internal Revenue Service regula-
tions and rising interest rates. Despite some rise
in the past few months. the ratio of yields on
municipal bonds to those on taxable obligations
has remained relatively low by historical stand-
ards, reflecting in part the continued demand
for tax-cxempt securities by casualty insur-
ance companies, by commercial banks, and by
individuals.

Borrowing by the U.S. Treasury has declined
over the past year, reflecting the diminution of
the federal budget deficit. Government borrow-
ing from the public totaled $59 billion in fiscal
year 1978, but is projected by the administration
at about $40 billion in the current fiscal year.
The preponderance of the increase in out-
standing Treasury debt during 1978 was ab-
sorbed by state and local governments, which
purchased a large volume of nonmarketable
Treasury securities with proceeds of advance
refundings, and by foreign official institutions,
which invested dollars obtained in exchange-
market intervention.

Commercial banks satisfied a substantial
proportion of the credit demands of households,
businesses, and state and local governments
during 1978. Total bank credit expanded 10.9
percent over the course of the year, with loan
portfolios increasing by 14.6 percent. To mect
loan demands many banks had to liquidate
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holdings of Treasury securitics and to borrow
cither from correspondents or in the open market
through the issuance ot large CDs or nondeposit
liubilities such as federal funds and repurchase
agreements. Aggregate bank liquidity ratios de-
clined appreciably, especially  among  the
smaller and regional institutions that have expe-
rienced the strongest business loan growth dur-
ing this e¢xpansion.

Thrift institutions experienced considerable
cush-flow pressure during the first half of 1978,
but they have been able to rebuild their liquid
asset positions since the MMCy began to bolster
deposit growth.  Thrift institution mortguage
lending declined moderately during 1978, ul-
though there was some upturn in the final quarter
in lagged reaction o the midyear pickup in
deposit inflows. OQutstanding loan commitments
also rose during the second halt but in December
were shightly below the year-carlier level.

Life insurance companies and pension funds
have continued to experience large inflows of
investable funds. In 1978 as in previous years
of the economic expansion, these institutions
absorbed the bulk of the net issuance of cor-
porate bonds. The insurance companies also
nave supplied a large share ol commercial
mortgage credit.

OBJECTIVES AND PLANS OF I'HE
FEDERAL RESERVE

The Objective of
Monetary Policy in 1979

The objective of the Federal Reserve is to foster
financial conditions conducive to a continued,
but more moderate, cconomic expansion during
1979 that should permit a gradual winding down
of inflation and the maintenunce of the stronger
position of the dollar in international exchange
markets. Given the limited margin of unutilized
labor and industrial resources remaining in the
economy, it is critically important to avoid
strong aggregate demand pressures that would
aggravate our already serious inflation problem.
At the same time, the current condition of
general balance in the cconomy suggests that
it should be possible to continue restraint 1o

relieve influtionary pressures without triggering
A recession.

Growth of Monev and Credit in 1979

The Federal Open Market Committee (FOMC)
has selected growth ranges for the monetary
aggregates that it believes will bring to bear an
appropriate degree of restraint in light of the
current outlook for fiscal policy and the under-
lying strength of private demand in the ccon-
omy. Over the year ending with the fourth
quarter of 1979, M-1 is expected o0 grow be-
tween 1y and 442 pereent: M-2, 5 to 8 pereent;
and M-3, 6 1o 9 percent. Commercial bank
credit has been projected to increase between
72 and 10Y2 percent during the year.

The growth range for M-1 calls for a marked
deceleration from the pace of recent years. This
reflects in part an expectation that the shifting
of tfunds to savings accounts with automatic
transfer facilities and to the NOW accounts
srecently authorized in New York State will
continue to depress the growth of demand de-
posits throughout 1979, The board’s stafl has
projected that such shifting will damp growth
in M-1 this year by around 3 percentage points.
Because there has been only a briet period of
experience upon which to base an analysis of
the attractiveness of the ATS accounts, this
projection carries a broad range of uncertainty.

The unexplained flatness of M-1 in recent
months introduced another uncertainty in the
FOMC’s deliberations regarding the monctary
growth ranges. At this stage it is unpossible to
tell whether the weakness of M-I relative to
what would have been expected on the basis
of historical relationships among moncey, in-
come, and interest rates 18 a transitory phenom-
cnon or one that is likely to persist for some
time. The range for M-1 assumes that the recent
weakness does in some degree reflect a change
in the public’s desired allocation of funds among
various financial assets that may persist for some
time ahead, though not so strongly as in recent
months.

The breadth of the specified growth range for
M-1 recognizes the considerable uncertaintics
that currently exist. As subsequent information



begins to resolve those uncertainties, the range
may be adjusted. In the meantime, M-I may
continue to be a somewhat ambiguous indicator
of monetary policy, und it will be especially
important to monitor carefully the behavior of
other financial variables.

It may be noted that the Federal Reserve is
studying possible redetinitions of the monetary
aggregates. Among the proposals made in a staft
paper published for public comment in the Jan-
uary FEDERAL RESERVE BurnikiiN is that M-1
be redefined to encompass ATS, NOW, and
other similar transactions accounts.® While such
a redefinition would not eliminate the need to
understand the behavior of the various financial
assets, it might produce an aggregate that is
more reflective of the public’s need for transac-
tions balances in light of ongoing institutional
changes.

The behavior of M-1 was not the only puz-
zling development confronting the FOMC carly
this month as it considered the appropriate
ranges for monetary growth during 1979, There
were questions as well regarding the movements
of the inrerest-bearing
broader aggregates —especially the time and

components  of the

savings deposits at commercial banks  that,
along with M-I, constitute M-2. Bank savings
deposits have declined appreciably in the past
few months, despite the influx of funds to ATS
savings accounts. While savings deposit inflows
might be expected to exhibit weakness when
market interest rates are so far above regulatory
ceilings, a large gap had existed for a consid-
crable time and it might have been expected that
most of the interest-sensitive funds had already
moved into other instruments. It is possible,
however, that —as perhaps with demand depos-
its-—the recent further sharp increase ininterest
rates to historically high levels has prompted
many people to seck out alternative assets car-
rying market yiclds more aggressively. The M-2
range adopted by the FOMC reflects an expec-
tation that growth of the interest-bearing com-
ponent will be somewhat stronger in the months

2. A Proposal tor Redetining the Monctary Aggre

gates. T Froerar Reseryvie Burr s, Vol 65 (January
1979y, pp. 13 42,
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ahead, buttressed by further sizable increases in
the large-denomination time deposits included
in the total and by abatement of the recent
unusually large withdrawals of funds from sav-
ings deposits.

The range for M-3 implies a continued sub-
stantial growth of deposits at nonbank thrift
institutions. The money market certificates have
proven a reliable source of funds. While some
institutions  have reduced their promotion of
MMC s, the certiticates have continued to be
widely offered at ceiling rates—although there
has been some crosion of carnings at thrift
institutions since mid-1978 as these relatively
high cost deposits have taken a growing share
of thrift institution liabilities.

The projected range for bank credit expansion
reflects an expectation that loan demands will
be less intense in 1979 than in 1978, in line
with the prospect of more moderate growth of
cconomic activity. Banks likely will have 1o
continue 10 rely heavily on large time deposits
and other money market liabilities to fund asset
growth, and this implies some further decline
in traditional measures of institutional liquidity.

The Economic Outlook

Despite the surge in recal GNP during the fourth
quarter, it appears that underlying economic and
financial conditions will lead to a moderation
ol ¢conomic growth in the ycar ahead. The
absence of the sorts of distortions and imbal-
ances that have often precipitated economic
downturns in the past indicates that it should
be possible to slow the pace of expansion—and
thereby relieve inflationary  pressures— without
prompting a recession. However. any further
acceleration of inflation or the occurrence of
severe shortages of critical commodities, such
as oil, would imperil this outcome.

The monetary restraint applied over the past
year by the Federal Reserve is expected in-
creasingly to aflect the residential construction
sector. Higher costs of credit will cause land
developers and builders to put aside marginally
profitable projects, and the combination of
higher house prices and mortgage rates will lead
some families to defer home purchases. None-
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theless, owing to the MMCs and various insti-
tutional developments that have broadened the
sources of mortgage funds, as well as to the
strong underlying demand for shelter, the de-
cline in housing activity should be moderate by
comparison with past cycles.

Business fixed investment likely will continue
to grow during 1979, but at a slower rate than
in 1978. There has been some indication in the
past few months of a slowing in the steep
upward trend of contracts and orders for plant
and equipment, and this is generally consistent
with surveys of capital spending plans, which
point to smaller gains in outlays this year than
last. On the other hand, the climate for invest-
ment can be expected to improve as business
managers begin to perceive some progress in
retarding inflation and become more confident
about the sustainability of expansion.

Government spending probably will post only
a small increase in real terms this year. Indeed,
real federal purchases could decline during the
first half due partly to expected repayments of
Commodity Credit Corporation loans (which
are, in effect, sales of agricultural stocks). At
the state and local level, slower growth of
federal financial aid and the pressure for tax
relief will tend to hold spending increases to
small proportions.

Foreign demand for U.S. exports should tend
to strengthen during 1979. Economic expansion
abroad is generally expected to continue at its
recent more rapid pace, and the eflects of the
substantial depreciation of the dollar on the U.S.
trade position should become more evident as
the year progresses.

On balance, the aforementioned sectors are
likely to provide a reduced impetus to income
growth during the year ahead. As a conse-
quence, consumer spending is likely to grow
less vigorously. Moreover, the substantial debt
repayment burdens faced by many households
and generally reduced liquidity of the household
sector could prompt households to increase their
recent relatively low saving rate. The demand
for imports also should moderate this year, not
only because of the slower expansion of do-
mestic income and production but also because
of the lagged ettects of the 1977-78 decline in
the international exchange value of the dollar.

Inventory investment is likely to be relatively
flat in the projected economic environment.

With a slower growth of activity, pressures
on productive capacity should ease a bit. Indus-
trial capacity utilization rates, which in the
manufacturing sector are not now far below past
cyclical peaks, should decline slightly. In labor
markets, the growth of employment should
moderate from its recent rapid pace. Labor force
increases also are likely to diminish, as the
growth of the working age population slows
slightly and as labor force participation rates—
especially for youth—respond to the slackening
in economic expansion. Together, the prospec-
tive changes in employment and the labor force
point to a small increase in the overall unem-
ployment rate during 1979.

The moderation of demand pressures in labor
and product markets will tend to slow the ad-
vance of wages and prices and thus to reduce
the present, unacceptable rate of inflation.
However, uncertainties will remain as a result
of highly volatile and largely exogenous influ-
ences such as farm prices and oil prices. It now
appears that food prices will increase somewhat
less this year than last. Unfortunately, the price
of imported oil will be boosted substantially this
year as a result of the decisions taken by the
Organization of Petroleum Exporting Countries
in December, and the unsettled situation in Iran
raises the possibility of even larger price in-
creases.

Setting aside these special factors, a key
determinant of the rate of inflation this year will
be the performance of unit labor costs. Although
there may well be some improvement in pro-
ductivity in the next few years as the work force
tends to become, on average, somewhat older
and more experienced, there is little reason to
expect any marked acceleration of productivity
growth during 1979. Consequently, if there is
to be a noticeable slowing in the rise of unit
labor costs, compensation gains will have to
moderate significantly.

Toward this end, the administration’s wage-
price program can play an important role. By
providing a standard for constructive behavior
on the part of both business and labor, the
program can be a vehicle for helping to brake
the wage-price spiral. Broad compliance with



the administration’s standards would make a
significant contribution to the slowing of infla-
tion. Of course, the wage-price program can be
successful only if there is complementary re-
straint in monetary and fiscal policy- —to contain
aggregate demand pressures and (o assure the
public of the government’s commitment to the
restoration of price stability.

The Short-Term Goals in the
Economic Report of the President

As specified by the Full Employment and Bal-
anced Growth Act, the President’s Economic
Report, transmitted to the Congress last month,
lays out a detailed set of cconomic goals for
1979 and act’s
requirements points out that the administration’s
“short-term goals for [1979] and 1980 represent
a forecast of how the economy will respond over
the next 2 years not only to the budgetary
policies proposed by the President for fiscal
1979 and 1980 but to the anti-inflation program
announced on October 24,73

The administration’s goals, along with the

1980. The discussion of the

comparable figures for 1978, are summarized
in the following table:

Item Level
1978 Q4 1979 Q4 1980 Q4
Employment (millions) ..o 95.0 97.5 99.5
Unemployment rate (percent) 5.8 6.2 6.2

Percentage change, Q4 to Q4

Consumer prices 8.9 7.5 6.4
Real GNP oo . 4.3 2.2 3.2
Real disposable income 3.3 2K 23
Productivity ................. 2 4 1.1

THE RELATIONSHIP OF THE FEDERAL
RESERVE'S PLANS 1O I'HE
ADMINISTRATION’S GOALS

The Relationship of the Federal
Reserve’s Monetary Growth Ranges to
the Short-Term Gouals in

The Economic Report

The Full Employment and Balanced Growth Act
directs the Federal Reserve to assess the rela-
tionship of its plans for monetary growth to the

3. Economic Report of the President, p.

108.
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short-term goals in the Economic Report. This
task is complicated by the fact that goals are
specified for a variety of economic variables,
and monctary policy does not atleet cach of
them separately. Monetary policy has its most
direct short-term impact on aggregate nominal
GNP. Within the context of a particular nominal
GNP outcome, the mix of real output gains and
inflation, the growth of employment, and the
movements in other variables are influenced
importantly by conditions at the beginning of
the period, by other governmental policies, by
the structural and behavioral relationships in the
cconomy, and by developments outside the do-
nmestic cconomy'.

As required by the Full Employment and
Balanced Growth Act, the Federal Reserve at
this time has established ranges for monetary
growth threugh the end of 1979, It will reassess
these and report preliminary ranges for 1980 in
July, unless developments in the months ahead
necessitate carlier reconsideration. At this junc-
ture, the monetary growth ranges and the ad-
ministration’s 1979 cconomic goals appear rea-
sonably consistent. The administration’s fore-
cast implies an expansion in nominal GNP of
around 9% pereent from the fourth quarter of
1978 to the fourth quarter of 1979, The midpoint
of the FOMC’s growth range for M-1 is about
6 pereent after adjustment for the expected im-
pact of shifts of funds to ATS and NOW
accounts. This suggests an increase of M-1
velocity on the order of 3% percent, a figure
somewhat above the longer-term trend, but rea-
sonable in light of the lagged elfects of the
recent substantial increases in interest rates and
the downward shift in money demand that has
been occurring. The upper and lower boundaries
of the M-I range, of course, allow for the
possibility of smaller or faster increases in ve-
locity over the year.

The output-price mix in the administration’s
1979 forecast appears attainable if there is rea-
sonable compliance with the wage-price stand-
ards and as long as there are no untoward shocks
such as an unanticipated surge in food or energy
prices. The employment and productivity fore-
casts appear consistent with the output goal, and
the unemployment rate forecast seems consist-
ent with reasonable assumptions about labor
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force growth in the projected economic envi-
ronment.

Considerably greater uncertainties naturally
are encountered with respect to the administra-
tion’s goals for 1980, a period that is still rather
distant. Nothing in the monetary or economic
projections for 1979 suggests to us that condi-
tions prevailing at  year-end  will  bar the
achievement of the administration’s forecasted
G2 percent growth in nominal GNP during
1980. At this time, however, the achievement
of the output-price mix projected for 1980 ap-
pears to be more dithicult.

The administration  has marked
acceleration of growth in real GNP in 1980 and
a marked inflation. Such an
outcome is certainly attainable, but given the

forecast a
deceleration of

projected levels of resource utilization—-with
the unemployment rate remaining around 6%
percent—this result will require considerable
progress in the lowering of inflation expecta-
tions. There will have to be broad conformance

to the administration’s wage-price standards,
and the government will have to give careful
attention to the potential cost-raising impacts of
its regulatory and legislative actions. Continued
budgetary restraint also will be necessary, both
to build confidence in the government’s com-
mitment to avoid fiscal excesses and to minimize
pressures on the capital markets.

Recognizing the risks and uncertainties that
currently exist, the administration’s 1980 fore-
cast can serve as an appropriate goal for the
Congress as it considers its budgetary plan for
fiscal 1980. If inflationary pressures subse-
quently should prove stronger than the adminis-
tration has projected, then the prudent course
for government policy would be to exercise a
substantial degree of restraint even if it risks
less real growth in 1980 than the 3.2 percent
goal. Such a policy would lay the foundation
for balanced economic growth over the years
to come and would help to maintain the integrity
of the dollar. (]
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Treasury and Federal Reserve

Foreign Exchange Operations

This thirty-fourth joint interim report reflects the
Treasury—Federal Reserve policy  of making
available from time to time additional informa-
tion on foreign exchange operations. The Fed-
eral 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 Alun 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
Muanager 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. 1t covers the period August
1978 through Junuary 1979. Previous reports
have been published in the Burr EniN for March
and September of cach vear beginning with
September 1962

On November 1, 1978, President Carter, the
L.S. Treasury, and the Federal Reserve an-
nounced a series of actions to correct what had
become an excessive decline of the ULS. dollar
in the exchange market. Between carly August
and the end of October, the dollar had faflen
sharply against most major foreign currencies,
including net depreciations of 18 pereent against
the German mark, 17 percent against the Swiss
franc, and 7 percent against the Japanese yen.
As was true of carlier periods of decline in 1977
and 1978, the renewed selling pressure on the
dollar had Targely been in reaction to the per-
sistence of the large U.S. trade and current-ac-
count deficit, compared with surpluses in several
other industrial countries, and to a quickening
of inflation in the United States, as against

steady or slowing rates of inflation clsewhere.
By late October the selling pressure had gath-
ered such force that movements in dollar ex-
change rates had gone beyond what could be
justified by underlying economic conditions and
were threatening to undermine U.S. efforts to
curb inflation.

In fact, the U.S. trade deficit had begun to
narrow, as manufacturing exports in particular
were expanding sharply, and this trend was
expected to continue. Economic growth in the
United States was expected to moderate in 1979,
while more rapid expanston was alrcady under
way in several other major countries. The sharp
rise of U.S. interest rates over the course of
1978 while interest rates elsewhere were steady
or rising more slowly had opened up substantial
interest differentials in favor ol placements in
the United States. But the market atmosphere
had become so extremely bearish that few ex-
pected the dollar’s slide to stop or to be reversed
on its own.

The November | program, developed in close
cooperation with the governments and central
banks of three major forcign countries, was
linked closely to the broader anti-inflation poli-
cies of the U.S. government. [t featured a fur-
ther tightening of monctary policy, including un
increase of 1 percentage point in the Federal
Reserve discount rate to an historic high of 9%
pereent. Also, it provided for additional toreign
currency resources totaling up to $30 billion
cquivalent to linance U.S. participation in coor-
dinated intervention in the exchange markets,
For the Federal Reserve, this involved a $7.6
billion increase in the swap network through
increases i the swap arrangements with the
German Federal Bank, the Bank of Japan, and
the Swiss National Bank to a total of $15 billion.

For ity part, the Treasury announced that it
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would draw $3 billion in marks and yen from
the U.S. reserve position with the International
Monctary Fund (IMF) and sell $2 billion equiv-
alent of special drawing rights (SDRs) to mobi-
lize additional balances of German marks and
Japanese yen, as well as Swiss frances. The
Treasury also announced that it would issue
securities denominated in foreign securities up
to $10 billion cquivalent. In addition, the
Treasury announced it would substantially in-
crease the amounts of gold to be offered at its
monthly auctions.

The U.S. authoritics followed up the an-
nouncements by intervening massively in the
New York market in German marks, Swiss
francs, and Japanese yen, through the Foreign
Exchange Trading Desk of the Federal Reserve
Bank of New York. These operations were fully
coordinated with intervention by other central
banks in their own markets and in some cases
in New York. The dollar rebounded sharply,
and reactions were similarly favorable in U.S.
financial markets. Thereafter, the exchange
market gradually came into better balance with
good two-way trading at levels well above the
lows of Tate October, and the authorities were
able to scale back their intervention. By late
November and early December, the dollar had
advanced nearly 12 percent against the German
mark, 15 percent against the Swiss franc, and
13 pereent against the Japanese yen.

Despite the improved outlook, however, the
dollar’s recovery rested on fragile footing for
the time being. Many market participants re-
mained pessimistic about the prospects for
bringing inflation under control in the United
States and continued 10 question whether the
authorities would succeed in their efforts to halt
the crosion of the dotlar’s value in the exchange
markets. The dollar thercfore remained vulner-
able to potentially adverse political and cco-
nomic shocks around the world. In carly De-
cember the political upheavals in ITran, coupled
with a stoppage of that country’s production and
cxportof oil, prompted a burst of dollar selling.
The mid-December announcement by the Orga-
nization of  Petroleum  Exporting  Countries
(OPEC) of a greater-than-expected rise in oil
prices of some 14.5 percent over the course of
1979 triggered additional selling of dollars. The

U.S. authorities, along with the other central
banks, again intervened in substantial amounts
to blunt these selling pressures on the dollar
without holding rates at any particular level. But
bearish sentiment deepened, and dollar rates
slipped back some 2 to 5% percent from their
highs in carly December.

From November 1 to the end of December,
the U.S. authorities had sold a total of $6,659.4
million of forcign currencies. Net of repay-
ments, Federal Reserve commitments under the
swap lines with the German Federal Bank, the
Swiss National Bank, and the Bank of Japan
rose to a peak of $5,456.9 million in early
January. U.S. Treasury drawings under its swap
arrangement with the Federal Bank stood at
$889.4 million equivalent, and the Treasury had
used $1,820.4 million of the $4.4 billion
equivalent of currencies obtained through IMF
and SDR transactions in November and through
the issuance of $1.6 billion equivalent of mark-
denominated securities in the German capital
market in December.

Though many market participants expected
further downward pressure on the dollar in Jan-
uary, renewed selling failed to materialize and
the dollar gradually regained resiliency in the
exchanges. In fact, the dollar had been heavily
oversold in late 1978. Morcover, on those oc-
casions when the dollar did come on offer, the
authorities quickly met the pressures, helping
to restore a greater sense of two-way risk in
the market,

As the market thus came into greater balance,
traders began to respond more positively to the
thrust of U.S. policy. The Carter administration
opened the new congressional session by calling
for austerity in fiscal policy to deal with infla-
tion and the dollar problem. Federal Reserve
spokesmen continued to emphasize the need for
monetary restraint. The Federal Reserve pro-
vided tangible evidence of this determination by
keeping domestic interest rates firm even as the
growth of monctary aggregates slowed. With
the dollar taking on a firmer tone in the cx-
changes, the German Federal Bank was able to
begin to absorb some of the excess mark liquid-
ity created in 1978, and Switzerland and Japan
lifted temporary barriers to capital inflows.

In late January the demand for dollars picked
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up further, as market participants began to view
the Tranian sttuation and possible o1l shortages
as a potentially scrious problem for Western
Furope and Japan, as well as for the United
States. The dollar’s surge caught some market
participants by surprise, prompting a sudden
scramble for dollars toward the month-end. The
central banks stepped in to avord an outbreak
of disorderly conditions in the upward divection.
On such occasions, the U.S. authorities pur-
chased a total of $188.8 million cquivalent of
German marks, Swiss fruncs, and Japanese yen.
At the end of January, dollar rates stood some
9 to 14 percent above lows at the end of October
1978.

As the dollar improved in carly 1979, the
U.S. authoritics were able to step up cfforts to
clear away swap indebtedness, repaying a net
$1.118.3 million cquivalent of commitments.
These repayments were cftected by purchases
of currencies mainly from correspondents but
also in the market. By the end of January, the
Federal Reserve had reduced total swap draw-
ings outstanding to $4,615 million equivalent
and the U.S.
drawings in German marks to $613.0 million
cquivalent. Also, in January, the Treasury is-
sued in the Swiss market $1,203 million equiva-
lent of medium-term notes  denominated in
Swiss francs. Foreign currency securitics issued
during the period were thereby increased o a
total of $2,798.2 million valued on the dates
of issue. As of January 31, 1979, the value of
these liabilitics amounted to $2,821.8 million.

In all, during the six-month period from Au-
gust 1978 through January 1979, the interven-
tion sales of foreign currencies by the U.S.
authorities totaled $9,359.1 million. In German
marks, sales over the six-month period
amounted to $8,122.9 million, of which $4,-
939.2 million was for the Federal Reserve und
$3,183.7 million for the Treasury. In Swiss
francs, the Federal Reserve sold a total of $1,-
029 million over the six-month period. Sales
of Japanese yen totaled $207.3 million, of
which $160.8 million was for the System and
$46.5 million for the Treasury.

In other operations, the Federal Reserve and
the U.S. Treasury continued to repay pre-
August 1971 liabilities with the Swiss National

Treasury had reduced its swap

Bank denominated in Swiss francs. The Federal
Reserve bought suflicient francs directly from
the Swiss National Bank to liquidate $139.6
million equivalent of special swap debt with the
Swiss central bank. The Treasury used Swiss
francs purchased directly from the Swiss central
bank to repay $319.2 million cquivalent of
franc-denominated securities. As ol January 31,
$139.3 million equivalent of the Federal Re-
serve’s special swap debt and $531.2 million
equivalent of the Treasury's obligations re-
mained outstanding.

GERMAN MARK

Since the mid-1970s, the German mark had
been caught up in recurrent heavy inflows of
speculative and investment funds, leading to a
sharp apprectation ot the rate against the dollar
as well as against most other major currencies.
The underlying strenyth of the mark reflected
Germany's large current-uccount surplus. Ger-
man industry had successfully weathered the
previous substantial appreciations of the muark
and had maintained, if not improved, its com-
petitiveness in many markets. Morcover, the
German government, mindful of the broad pub-
lic concern over inflatton, had been cautious
about providing stimulus to the cconomy. As
growth in Germany lagged behind the expansion
under way elsewhere, particularly in the United
States, the current-account surplus mounted.

In fact, the mark’s appreciation had tempo-
rarily added to the size of the current-account
surplus even more, through terms-of-trade cf-
fects. It also allowed Germany to make further
progress in curbing inflation, to the extent that
prices rose by only 2% percent in 1978, Even
so, the cumulative rise in the mark exceeded
relative inflation differentials with many trading
partners, including the United States, and was
clearly having a depressing eflect on the German
cconomy. By 1978 the German government
had moved gradually to provide more stimulus
to the domestic cconomy through fiscal meas-
ures, but the market remained doubtful that the
underlying differences in economic performance
were likely to change very quickly.

Under these circumstances, trading condi-
tions in the exchange market between the mark
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and the dollar had  occasionally become ex
temely disorderly. Inlate 1977 and carly 1978,
German and ULS. authorities had intervened
heavily in the exchanges to scettle the market
and to reestablish a sense of two-way risk. bor
the United States, the Federal Reserve and the
Treasury had both intervened, mainly using
marks drawn under swap arrangements with the
German Federal Bank. In March, the United
States had unnounced its preparedness to sell
SDRs to Germany and to draw marks from the
IMI-, but such operations were not necessary
at the time. The dollar firmed over the next
months, and the U.S. authoritics were able 1o
unwind a sizable part of the swup debt.

By the end of July, the Federal Reserve's
swap debt to the German Federal Bank had been
reduced to $650.5 million equivalent and the
Treasury’s to $197.0 million equivalent. Mcean-
while, in view of the recurrent strains in the
exchange markets, the governments of the bBu-
ropean countries decided to work toward linking
their currencies together under common inter-
vention arrangements. At a summit meeting in
Bremen in July, the European Conmmunity (EC)
governments made a formal commitment to
establish a European Monetary System (EMS)
along these lines with the specitics to be nego-
tiated by the year-end.

A sense of deep frustration nevertheless pre-
vailed in the exchange markets about the Kind
of underlying adjustments that would be neces-
sary to establish stability in the dollar-mark
relationship for some time. At the Bremen and
Bonn summit mectimgs in July, the German
government had promised to take additional
stimulative measures, which were subsequently
implemented. But by carly August, both the
Swiss franc and the Japanese yen had come into
strong demand, and the unsettled conditions in
those markets triggered renewed demand for
marks against dollars. The spor mark, which had
been trading at DM 2.0330 at the end of July,
was bid up to DM [.9370 by August 15, a rise
of § percent. The German Federal Bank and
the Federal Reserve intervened to temper the
rise.

On August 16, President Carter expressed his
deep concern over the decline of the dollar,

asking Sccretary of the [reasury Michael W.
Blumenthal and Federal Reserve Chairman G.
Wilham Miller to seek ways to stem the decline.
Over subsequent weeks. the U.S. authoritics
followed up with a series of measures. The
Federal Reserve tightened money market condi-
tions, hiked the discount rate 3/4 of a percentage
point in two stages to 8 pereent by late Sep-
tember, and climinated reserve requirciments on
member  bank
Treasury announced that it would triple the
amount of gold at its monthly auctions, More-
over, the administration pressed the Congress
1o seek means of reducing the budget deficit

Eurodollar  borrowings.  The

even further and to resolve the remaining issues
that held up passage of an cnergy bill. The
market responded favorably to these initiatives,
and the mark fell back to trade at about DM
1.9850 in carly Scptember.

The extremie pessimism in the market toward
the dollar did not lift completely, however, and
trading remained volatile. Consequently, the
German Federal Bank and the New York Fed-
cral Reserve Bank intervened on several occa-
sions i late August. For the month, the sales
of marks by the Trading Desk for the Federal
Reserve and the Treasury amounted to $285.1
million equivalent and $278.4 million cquiva-
lent, respectively: these sales were financed
partly out of balances and partly by additional
drawings under the swap lines with the German
Federal Bank. At the same time, the Trading
Desk was able to acquire marks, largely through
nonmarket transactions with correspondents, to
repay swap drawings.

During September a number of  potentially
fuvorable developments emerged for the dollar.
U.S. trade figures showed that, following the
bulge in the deficit carlier in the year, impont
demand was beginning to slacken while exports
were expanding rapidly. With cconomniic expan-
sion in Germany and other countries now more
solidly based, official projections pointed 1o a
further and substantial narrowing of the deficit
for 1979. The Senate passed the long-awaited
energy bill. And the Camp David accord gen-
erated hopes of an casing ol tensions in the
Middle East. But these developments were
largely ignored by the exchange markets, where



traders were expressing concern over the resur-
gence of inflationary  pressures i the United
States.

By that time. the negotiations over the EMS
were the subject of extensive press and market
commentary. Many market participants came to
expecet that, before the new arrangements could
be introduced, which was scheduled for January
1, a generalized realignment would be necessary
to revalue the mark substantiafly relative to the
other currencies. As these expectations spread,
heavy demand for marks built up, particularly
before weekends. The German Federal Bank
and the other EC central banks had 1o intervene
with progressively larger amounts to maintain
the margin of 2% pereent between participating
currencies. From the July Bremen summit to
mid-October, some $5 billion equivalent of
marks was pumped into the imarket by partici-
pating central banks. Then on October 15 the
mark was revalued by 2 percent against the
Netherlands guilder and the Belgian franc and
by 4 percent against the Norwegian krone and
the Danish krone. This stopped the immediate
speculative pressure on the snake but did not
generate significant reflows.

Instead the bidding for marks continued. With
the focus now shifting back to the dollar, a
massive amount ol hot money flowed out of
dollars and into marks. Corporate treasurers,
investment managers, central banks, and other
dollar holders around the world sought to diver-
sify their portfolios by buying marks and other
currencies. The Federal Reserve™s decision on
October 13 to raise the discount rate another
1/2 of a percentage point 1o 812 pereent wis
ignored, as were the generally favorable interest
rate differentials for the dollar.

As the selling pressure on the dollar moved
with the time zones around the clock, interven-
tion by the German and ULS. authorities n
creased both in size and in scope. On the night
of  October 24, when President Carter an-
nounced his new anti-inflation program calling
for voluntary price and wage guidelines. the
Federal Reserve, operating through U.S. banks
with branches in Hong Kong and Singapore,
intervened in marks in the Far Bastern market
to counter speculative pressure on the dollar.
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The market was well aware of this very foreeful
approach by the authorities, but demand for
marks continued to build, and on October 31
the rate was pushed to a record high of
DM 1.7050. At this level, the mark had risen
almost 20 pereent since carly August, 23 percent
since the beginning of the year, and 34 percent
since late July 1976.

[n all, the Trading Desk sold $1,641.4 million
cquivalent of German marks during September
and October, of which $976.7 million was in
the last four trading days in October. Of these
totals, $1,033.2 million cquivalent was for the
Federal Reserve and $608.2 million equivalent
was for the Treasury. Net of turther repayments
during those months. swap drawings on the
German Federal Bank had mounted to $1,256.1
million by the Federal Reserve and $650.4 mil-
lion by the ‘I'reasury. Meanwhile, net purchases
of dollars, together with the much larger inter-
vention in BC snake currencies. had swollen
Germany's international reserves by $8 billion
from July to the end of October, when the total
outstanding was $49.5 billion.

On November |, President Carter announced,
as a major step in the ULS. anti-inflation pro-
eram, that it was now necessary to correct the
exeessive decline in the dollar. In this connec-
tion, the Federal Reserve’s swap line with the
German Federal Bank was raised to $6 billion,
along with increases in the system’s swap lines
with the Swiss National Bank and the Buank of
Japan. The Treasury announced it would druw
German marks on its reserve position in the
IME, sell SDRs 1o Germany for marks, and
issue mark-denonminated bonds in the Gernan
capital market.

The Trading  Desk
nouncements with highly vistble and forceful
intervention in the New York market in German
marks, as well as in Swiss franes and Japancese

followed up the un-

yen. ‘These operations were fully coordinated
with those of other central banks in their own
many market profes-
stonals moved quickly 1o dump their long mark

markets.  In response,

positions. As the dollar rebounded, the spot
mark fell sharply o as low as DM 1.9030 on
November 6, down [0Y2 percent fromits record
high just four trading days carlier. But sporadic
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bidding for marks by the buanks’ commercial
customers and by central banks shifting funds
out of dollars continued for some time. Conse-
quently, as the market sought to establish a new
trading range following the November | an-
nouncements, both the German and the U.S.
authorities continued intervening openly and
vigorously in their respective markets. These
operations gradually brought the market into
better balance, and by November 20 the mark
declined to as low as DM 1.94.

In all, the Trading Desk intervened on twelve
trading days during November, selling $2,920.8
million equivalent of marks i the market, of
which $1,976.1 million equivalent was done for
the system account and the remaining $944.7
million equivalent was on behalf of the Ex-
change Stabilization Fund (ESF). Meanwhile,
Germany's foreign currency reserves increased
$500 million more, which, together with the
purchase of SDRs from the U.S. Treasury and
the increase in its reserve position with the IMF
resulting from the U.S. drawing, contributed to
the $3 billion increase in overall reserves for
the month.

During December, however, the dollar’s re-
covery lost momentum. With the latest statistics
showing the U.S. ecconomy even more buoyant
than expected just a month before—with prices,
production, and entployment all expanding rap-
idly—the market worried that the anticipated
slowing of inflation and narrowing of the U.S.
trade deficit was now delayed. Moreover, with
economic activity in Germany picking up, re-
ports circulated that the German Federal Bank
was increasingly concerned over the buildup
of mark liquidity in domestic money markets.
As a result, dealers watched closely the German
Federal Bank's weekly reserve figures for any
indication that it had acted to offset carlier
intervention by selling dollars, and grew cau-
tious about the implications of its December 14
announcement of a reduction in commercial
bank rediscount quotas and a monetary growth
target of 6 to 9 percent for 1979, In addition,
with the approach of its starting date. the new
EMS was still a source of uncertainty, as traders
remained doubtful even that the new exchange
rate relationships would prevail in the proposed
new joint arrangement.

Against this background, the outbreak of a
political crisis in Iran and a larger-than-expected
increase in OPEC oil prices helped trigger an-
other burst of demand for the German mark
before mid-December. As the mark advanced,
many corporations joined in the bidding to cover
accounting as well as economic exposures be-
fore the rate rose too tar. Moreover, the central
banks of some developing countries proceeded
further with their efforts to diversify portfolios
by buying marks. This demand for marks came
at @ time when many of the dealing banks were
reluctant to undertake new  transactions  that
would significantly alter their accounts for the
year-end. Consequently, the market was even
less resilient than usual, and the heavy bidding
for marks propelled the rate up to as high as
DM [.8070 on January 2, almost 7% percent
above its November lows.

To moderate this advance, the U.S. and Ger-
man authoritics  again intervened  foreefully
throughout December. Operating on 14 trading
days, the Trading Desk sold $2,796.5 million
equivalent of marks, including $1,575.8 million
equivalent for the system and $1,220.7 million
equivalent for the Treasury. These operations
brought total U.S. intervention sales over the
last two months of 1978 to $5,717.3 million
equivalent of marks. As a result, total drawings
outstanding on the swap line of the Federal
Reserve with the German Federal Bank stood
at $4,558.0 million by the year-end. The Treas-
ury's outstanding drawings on its swap linc with
the German central bank stood at $889.4 million
cquivalent.

But the bulk of its intervention after No-
vember | had been financed out of ESF balances
obtained from the U.S. drawings on the IMF
and the proceeds of the Treasury's first issue
of mark-denominated securities. This issue,
which was floated in the German capital market
on December 15, consisted of $931.1 million
equivalent of three-year securities at 5.95 per-
cent per annuim and $664.1 million cquivalent
of four-year notes at 6.2 percent. The 51,595.2
million of proceeds was warchoused by the
Treasury with the Federal Reserve.

Meanwhile, the surge in the mark ahead of
the year-end had led many market participants
to believe that it would advance much further
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in carly Junuary. In fact, the commercial de-
mand for marks that had been expected for Jan-
uary had largely been met. The German Federal
Bank stepped in and intervened in volume as
soon s trading resumed in the new year. Also,
rumors circulated that new measures in defense
of the dotlar would quickly be announced should
the mark rise strongly against the dollar. Traders
then found they had few outlets for the marks
they had accumulated or had just received from
the German central bank, and some moved to
cover their positions. The mark thus fell back
quickly, to uround DM 1.85, an unexpected
turnaround that had a sobering impact on market
psychology. As a result, after some initial ner-
vousness, the market took in stride the January
18 decision of the German authorities o in-
crease minimum reserve requirements and to
raise the Lombard rate 1/2 of a percentage point
to 4 percent. Sentiment toward the dollar was
also helped by the stress on fiscal restraint in
the President’s budget and state of the union
message, and the adherence by the Federal
Reserve to a restrictive monetary policy. A
scramble for oil by many countries seeking to
prepare themselves for a protracted disruption
of production in Iran prompted additional de-
mand for dollars.

The mark thus came increasingly on offer
toward the month-end. It fell sharply on the final
day of the period under review, prompting the
Trading Desk to buy $70 million equivalent of
marks in the market to cover outstanding Fed-
eral Reserve and Treasury swap debt and to
maintain orderly trading conditions. The mark
thus ended the period at DM 1.8720, some 9
pereent betow its peak at the end of October
but sull up 82 percent over the six-month
period under review.

Compared with the preceding two months,
central bank support for the dollar was modest
during January. The Federal Reserve Trading
Desk intervened to sell $68.9 million cquivalent
of marks for the system and $132.3 million
cquivalent for the ‘Treasury over the course of
the month. Mcanwhile, it took advantage of
opportunitics to acquire marks, largely through
nonmarket transactions  with  correspondents,
which were used to repay swap debt.

Thus, by the end of January, the system’s

outstanding swap indebtedness 1o the German
Federal Bank was down $389.8 million net over
the month to stand at $4,168.2 million, and that
of the Treasury had been reduced by $276.4
million to $613.0 million. These operations,
repayments of swap debt by the German Federal
Bank's partners in the EC snake, and that central
bank’s own operations in the market were re-
flected in the $1.9 billion net decrease in Ger-
many’s official reserves over the month to $52.1
billion by January 31, 1979. But for the six-
month period as a whole, Germany's reserves
rose a net S11 billion.

Jaranrsr YEN

In late 1977 und carly 1978, the Japanese
authorities  faced  three mutually  reinforcing
problems: cconomic growth had fallen short of
the government's target, the current-account
surplus remained excessive at an annual rate of
nearly $16 billion, and the Japanese yen was
appreciating rapidly, rising 30 percent in two
years to ¥227.00. Since cach of these problems
had  significant  international  implications,
foreign authorities were pressing Japan to hasten
the adjustment process. In late 1977 the gov-
crunment had provided more fiscal stimulus to
promote domestic growth and boost imports. In
addition, Japan encouraged imports by relaxing
the remaining trade restrictions on certain kinds
of goods. But the impact of these measures was
blunted by the persistent rise in the Japanese
yen, which exerted a drag on the domestic
cconomy. Moreover, the current-account sur-
plus widened even farther as the yen appreci-
ated. This unexpected result refiected in good
measure the terms-of-trade eftects of the yen's
rise. It also reflected the fact that Japan's exports
remained highly competitive.

With the yen’'s appreciation serving as a fur-
ther brake on domestic inflation, Japanesce firms
in several key industries were able to take ad-
vantage of declining costs of imported raw ma-
terials and products, such as oil. Morcover,
because of the more rapid inflation under way
in many foreign markets, Japanese exporters did
not have to absorb the full effect of the rise
in the yen on their prices. By mid-1978 the
underlying adjustment to the previous appreci-
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ation of the yen was finally beginning to show
through in the trade tigures, as export volumes
started to decline and import volumes started
o rise. But, in view of the experience of the
previous two years, the market was still skepti-
cal about the chances of carly success for
Japun's efforts to reduce its current-action sur-
plus significantly —or the U.S. eflorts to reduce
its current-account deficits.

Against this background the yen had come
into demand, buoyed by heavy inflows of funds
again in late July and carly August. The yen
rate was bid up by 20 pereent 1o Y 188.6 at
the end of July and advanced a further 3%
pereent o a peak of ¥ 181.8 in mid-August.
By that time, selling pressure on the dollar again
spread to the markets for major European cur-
rencies. On o August 16 President Carter ex-
pressed his deep concern over the dollar’s de-
cline, initiating 4 series of actions by the Federal
Reserve and the ULS. “Treasury to deal with the
problem. These actions included intensive dis-
cussion between the U.S. and the Japanese
authorities on means of hastening the adjustment
process. Inlate August the Japanese government
introduced a supplementary budget that included
additional  stimulus,  mainly through public
works projects and credit availability tfor hous-
ing, which was expected to incrcase GNP by
some Y2.7 willion. The Japanese authorities
also pressed ahead on a program of emergency
imports to reduce the immediate current-account
surplus. The market responded positively o
these various ofticial actions, and the yen settled
back in latc August o Y188, where it held
steady in balanced trading through mid-October.

By that time, Japan’s current-account surplus
was more clearly on a narrowing trend. But the
dollar had again come under heavy selling pres-
sure against Western European currencies and
that pressure again spilled over into the yen,
which rose to a new record high of ¥176.45
by October 31. Under these circumstancees, the
Japanesce authorities became concerned that the
new appreciation of the yen might thwart even
the modest progress toward internal and external
balance that had just begun. The U.S. authori-
tics were also concerned that the decline of the
dollar was becoming excessive and threatening

to undermine the efforts to curb inflation in the
United States.

Consequently, in further discussions in late
October, U.S. and Japanese authorities agreed
that an important element of any broader pack-
age of initiatives to strengthen the U.S. dollar
would be a commitment by the United States
to intervene in Japanese yen, backed up by
substantial resources, along with intervention in
German marks and Swiss francs. For some time,
the Federal Reserve Bank of New York had
been intervening in the New York market for
the account of the Japanese authorities. It was
agreed that this would continue and that the
LIS, authorities would join in this intervention
using their own resources. As the $30 billion
of foreign currency resources was assembled,
therefore, the Federal Reserve swap arrange-
ment with the Bank of Japan was raised from
$2 billion to $5 billion, und the U.S. Treasury
agreed to draw $1 billion equivalent of yen from
the IME and to sell $641.7 million equivalent
of SDRs to Japan.

The announcement on November 1 of these
measures had a profound ctfect on yen trading
in New York, and the yen rate fell back sharply
with only modest intervention on that day.
Heavy demand for yen developed the next day
i Tokyo. But the Bank of Japan countered
vigorously, and the Federal Reserve Bank of
New York maintained a foreetul presence in the
New York market on that and subscquent days.
In response, the pressure quickly abated and
there was little need for turther intervention. In
all, sales of yen by the Federal Reserve’s Trad-
ing Desk inocarly November amounted to
$196.7 million. Of the Federal Reserve sales,
$151.7 million equivalent of ven was tinanced
by drawings under the system’s swap arrange-
ment with the Bank of Japan and $2.8 million
cquivalent of Japanese yen was drawn from
balances. U.S. Treasury sales of $42.3 million
of ven were financed entirely out of proceeds
of IMF and SDR drawings.

Once the sense of two-way risk was reestab-
lished, market sentiment began to shift against
the yen. Traders took account of the narrowing
of Japan's current-account surplus. Morcover,
the wide interest differentials favoring the U.S.
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dollar over the yen generated capital outflows
as foreign governments and international insti-
tutions stepped up new borrowings in the Tokyo
market and nonresidents liquidated carlier in-
vestments. Consequently, the yen rate dropped
back 1o as low as ¥202.45 in carly December,
some 13 percent below the peak in late October.
By that time the Federal Reserve had begun to
acquire modest amounts of yen 1o repay the
swap drawings of carly November.,

The yen then became caught up in the re-
newed upsurge of the Buropean  currencices
against the dollar in mid-December. But while
regaining 3 pereent o a high of ¥192.45, the
yen lagged behind the rise of the other curren-
cies. Consequently, intervention to check the
rise was relatively modest, with the U.S. au-
thorities selling a totul of $10.6 million cquiva-
lent of yen. Of this amount the Federal Reserve
sold $6.4 million cquivalent financed by a $4.8
million cquivalent drawing on the swap line
with the Bank of Japan and other balances. The
remaining $4.2 million cquivalent wus sold by
the Treasury out of balances. By midmonth,
market sentiment turned hesitant toward the yen
once again, as major events of concern to the
market at the time— -the political and cconomic
disturbances in Iran and the jump in OPEC oil
prices--were viewed as potentially serious to
Japan as well as to the United States. Conse-
quently, the yen rate began to case through the
month, even as other currencies continued to
advance.

In January, the yen softened further as Japa-
nese trading companies bid strongly for dollars.,
The Jupanese authorities took the opportunity
to dismantle some of the barriers to capital
inflows, cutting in hall the marginal reserve
requirement on free yen deposits and reluxing
the restrictions on purchases by nonresidents of
Japanese securities. On several days the yen
declined sharply ¢nough on the New York muar-
Ket that the Federal Reserve stepped inoas a
buycr of yen to maintain orderly trading condi-
tions. On this basis 1t purchased 5988 million
cquivalent for the account of the ULS. authori-
tics over the course of the month. By the
month-end, the yven rate had fallen back to
Y201.70, for a net decline of 6% percent for

the six-month period under review. By that
time, the Federal Reserve had acquired suth-
cient amounts of yen from transactions with
correspondents and from the market to repay
in full the swap drawings on the Bank of Japan.
The ESE's purchases of yen were added to
balances.

Swiss Franc

By midsummer 1978, the Swiss franc was rising
sharply, rcaching new highs against the dollar
and other major Buropean currencices. Switzer-
land’s inflation rate was running at 1.4 pereent
per year, the lowest of all industrial countries.
Switzerland™s  current account for the  year,
forecast to show a surplus of SE 9 billion, was
expected to be second only 1o Japan's. Also,
many in the market had come 1o question
whether the authorities would continue to resist
upward pressure on the frane, since intervention
in the exchanges carlier in the year bad already
contributed 1o an explosion in the monctary
aggregates well above the central bank’s target
of 5 pereent.

Indeed, since midycar the Swiss National
Bank had been able to absorb some of the excess
liquidity through domestic monetary operations
and by selling dollars to nonresident borrowers
under the oflicial capital export conversion re-
quirement. As a result, Switzerland’s reserves
had declined somewhat in July to $12.8 billion.
But in the exchange market the Swiss franc was
swept up in i burst of bidding o SE1.7099
against the dollar and SIY 0.8458 against the
German mark by August 20 At these fevels, the
Swiss frane had gained 16 percent and 12 per-
cent, respectively, sinee the beginning ot the
year.

In view of the franc’s rapid advance, the
central bank moved carly in August to make
more liquidity available to the market by open
market operations, the placement of government
deposits with commercial banks, and one-year
swaps against dollars. These operations trig-
gered a sharp dectine in domestic and Euro-
Swiss franc interest rates and succeeded for a
while in blunting the franc’s rise. But, in the
generally unsettled markets at the time. the frane
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once again began to rise against the dollar, along
with other major currencies. It rose as high as
SE 1.5451 by mid-August before falling back
by some 8'2 pereent in reaction to President
Carter’s expression of deep concern over the
dollar’s decline and the follow-up measures by
the Federal Reserve and the Treasury.

By September, however, the Swiss franc was
again on the rise. As before, the appreciation
was for the most part caused by commercial and
ofticial shifts of funds out of the dollar. But
the franc was also buoyed by flows of funds
out of other European currencies, including the
mark, in response to market concern that an
expanded joint float arrangement to include all
EC countries would leave the franc isolated und
hence more vulnerable to even stronger upward
pressures.

In this cnvironment, the rate was propelled
by late September o a new record high of
SE 1.4510 against the dollar and SF 0.7547
against the mark. To moderate this advance, the
Swiss National Bank had gradually increased its
dollar purchases in Zurich and New York, while
the Federal Reserve joined in these operations
on twelve trading days in August and Sep-
tember, selling $147.7 million equivalent of
francs. These sales were financed by drawings
under the swap arrangement with the Swiss
National Bunk, which raised the total from
$22.9 million cquivalent to $170.5 million.

Meanwhile, the france’s unrelenting advance
in the exchanges raised the risk of severe reper-
cussions on the Swiss economy. Producers of
goods for both forcign and domestic markets
were coneerned about a loss of competitiveness,
falling profit margins, and declining sales. But
the trade balance remained strong because of
the favorable price eflects of the franc’s appre-
ciation on the terms of trade. Concerned that
an cxcessive appreciation of the frane might
drive the cconomy into recession, the Swiss
authorities took the initiative in the exchange
markets in late September and carly October.
The Swiss National Bank intervened massively
to reverse the rise in the rate against both the
dollar and the German mark. Although the bulk
was done in Zurich, the Federal Reserve fol-
lowed up in New York, for the account of the
Swiss National Bank and for the Federal Re-

serve account. System sales of frances amounted
to $100 million equivalent.

Also, 1o signal a desire for the franc to decline
against the mark, the Swiss central bunk bought
modest amounts of snake currencies other than
the mark to give the mark more room to appre-
ciate within the joint float. Finally, to increase
the depth of the Swiss frane market, the author-
ities raised the limit on nonresident participation
in Swiss franc bond issues by foreign borrowers
from 35 percent to 50 percent and allowed 50
percent of borrowings of francs by private
nonresidents to be converted in the market.

In response to these actions, the franc initially
fell back sharply, dropping to a low of SE 1.63
against the dollar and to SF 0.8350 against the
mark. Later on as trading conditions deterio-
rated and the dotlar plummeted across the board,
the franc rose again, moving back to its record
high on October 31. But, in the wake of the
carlier intervention by the Swiss National Bank
and the highly publicized concern of the Swiss
authorities over the franc’s relationship to the
mark, the Swiss franc lagged behind the rise
in the mark. As a result, although the Federal
Reserve supplemented its intervention in marks
with sales of Swiss francs, in late October it
sold only a modest $46.5 million equivalent of
francs financed by drawings on the swap line
with the Swiss National Bank. Mecanwhile, the
heavy intervention by the Swiss National Bank
carlier in October accounted largely for the $4.7
billion increase in Switzerland’s cxternal re-
serves during the first three months of the period
under review.,

The franc’s advance was abruptly reversed in
response to the November 1 announcement of
steps 1o correet the excessive decline of the
dollar. These included an increase in the Federal
Reserve’s swap line with the Swiss National
Bank from $1.4 billion to $4 billion, indications
by the Treasury that it would sell SDRs for
Swiss francs, and plans for the Treasury to place
franc-denominated securities in the Swiss capi-
tal market. On November 1 the trane fell
sharply, dropping ofl some 84 pereent tfrom
its highs of the previous day. Thereafter, the
franc, along with the mark and the yen, came
into heavy demand in a test of the ULS. resolve
to follow through on the November | program.
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But the carlier toreeful intervention by the Swiss
authorities had already made traders more cau-
tious, and the Swiss National Bank did not have
o intervene as heavily as before.

For its part the Federal Reserve sold $351.6
million equivalent of franes on six trading days
during November, financed entirely by new
drawings on the swap line with the Swiss central
bank. ‘This intervention helped o settle the
market, and by November 20 the frane had
declined another 9 percent o SE - 1.7640.
Thereafter, the rate fluctuated fairly narrowly
through carly December, requiring only occa-
stonal light support from the Swiss National
Bank and sales of just $29.0 million equivalent
of francs by the Federal Reserve on November
21 and 29, which were financed by further swap
drawings.

During Dcecember the frane came under re-
newed  upward amid uncertainties
ahcad of the scheduled introduction of the EMS
at the month-cud, growing political instability
in Iran, and the announcement by OPEC of a
larger-than-expected increase in oil prices. As

pressure

the frane rose, many multinational corporations
sought to cover both cconomtic and accounting
exposures, For a while the france outstripped the
mark in its advance against the dollar, rising
9 pereent by the year-end. In response., the
Swiss National Bank intervened heavily and the
Federal Reserve sold $354.3 million equivalent
of francs through the month-end, of which
$33.8 million were for value in carly January.
These operations contributed 1o a further rise
of $4.1 billion equivalent in Switzerland’s ¢x-
ternal reserves trom October 31 to $21.6 billion
at the year-end.

‘This intense bidding tapered oft quickly in
carly January once it became clear that most
companies had satisticd their near-term need for
francs before the year-end. Also, timely and
forceful intervention by the Swiss National
Bank led the market to expect that the central
hanks would step in quickly to counter a re-
newed rush into francs. Even so, the market
was aware that the heavy intervention by the
Swiss National Bank had generated an increase
of 16.2 percent in the Swiss money supply in
1978, a rate of increase that was far above the
target.

To case concerns that it might suddenly
tighten liquidity, the Swiss National Bank an-
nounced that, since priority was still being given
to the stabilization of exchange rate relation-
ships, 1t would not set a4 money supply target
for 1979. Morcover, when the U.S. Treasury
announced plans to sell bonds denominated in
Swiss francs, the Swiss National Bank followed
up with an assurance that the authorities would
offset the liquidity drain caused by this issue.
At mid-January, the U.S. Treasury placed a
total of $1,203 million cquivalent of franc-de-
nominated securites in the Swiss capital market.
Of this amount $744.5 million cquivalent was
borrowed over 2% years at 2.35 percent per
year. ‘The remaining $458.5 million equivalent
was a four-year placement at 2.65 percent. ‘The
proceeds of these securities were then ware-
housed by the Treasury with the Federal Re-
serve.

In this better atmosphere for the dollar,
traders began to perceive a downside risk in the
Swiss franc. In view of the ditterential between
U.S. and Swiss interest rates, it became im-
mensely costly to remain short of dollars once
the tranc began to case. The franc thus fell back
sharply from its year-end highs, and this decline
accelerated following the announcement of the
new anti-inflation policies in the United States.
With the exchange market now in better bal-
ance, the Swiss government announced on Jan-
uary 23 the removal of the February 1978 ban
on purchases by nonresidents of forcign securi-
ties. Caught by surprise, the market’s initial
reaction was to bid heavily for francs. But the
Swiss National Bank reacted immediately with
forceful intervention, and this flurry of demand
quickly subsided. Thus, the franc continued to
case, enabling the Swiss National Bank to sell
some of its carlier dollar purchases. The franc
closed at SE 1.700 on January 31, ofl 14 percent
from the peak in late October.

For its part, the Federal Reserve did not
intervene in the frane market during January.
In fact, at onc point, when the franc was
casing at a particularly sharp rate, the system
was able to buy $20.0 million equivalent of
francs in the market. This purchase, together
with much larger amounts purchased directly
from the Swiss National Bank, cnabled the
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system to repay $605.1 million of its current
swap debt, leaving $446.7 million equivalent
outstanding as of January 31. For the six-month
period as a whole, the franc was virtually un-
changed on balance, while Switzerland’s exter-
nal reserves rose a net of $8.9 billion to $21.7
bitlion.

During the period, the Federal Reserve and
the U.S. Treasury continued with the program
agreed to in October 1976 for an orderly repay-
ment of pre-August 1971 liabilities denominated
in francs. The Federal Reserve repaid $139.6
million equivalent of special swap indebtedness,
while the Treasury redeemed $319.2 million
cquivalent of sccurities denominated in Swiss
francs by the end of January. Most of the francs
for these repayments were acquired directly
from the Swiss National Bank against dollars,
but the Federal Reserve also bought franes from
that bank against the sale of $118.2 million
cquivalent of German marks, which, in turn,
were either covered in the market or drawn
from existing balances. By the end of January,
the Federal Reserve’s special swap debt to the
Swiss National Bank stood at $139.3 million
cquivalent, while the Treasury’s obligations
denominated in Swiss trances had been reduced
to $531.2 million equivalent.

EC SNAKE

In the mid-1970s, divergencies in the perform-
ances of the major Huropean economies had
forced & number of important currencies to drop
out of the EC snake, leaving the remaining
currencies highly exposed to the volatility of the
cxchange markets. As a result, over the past
three years the currencies remaining inside the
joint float had advanced more rapidly against
the dollar than those that had feft the band, even
though the ditferences in ¢cconomic performance
among all EC countries had begun to narrow.,
Against this background, the EC heads of state
and government reached agreement at Bremen
in July 1978 (o create a monetary
stability via a new joint floating to include all
EC members.

News of the agreement prompted some bid-
ding for the currencies outside the snake as the
market  took that

zone of

the view these  currencies

would hencetorth trade more in line with those
now in the EC band. But within that arrange-
ment enough divergence between price and
trade performances remained to raise expecta-
tions in the market that a realignment might take
place among those currencies before the intro-
duction of the EMS. Once the mark began
outpacing the advances of other major curren-
cies against the dotlar in Lute July and carly
August, participants doubted that other partici-
pating currencies could keep pace with the
mark. As a result, the Dutch guilder, Belgian
franc, Norwegian krone, and Danish krone all
fell to the bottom of the joint float.

Against this background. all four currencics
were subjected to outflows into the mark. In
some cases, the pressures were aggravated by
focal considerations. The Norwegian krone was
beset by commercial and professional sclling
pressure as the market reacted to Norway's loss
of competitiveness vis-a-vis its major trading
partner, Sweden, currency had been
withdrawn from the EC band a year before.
Evidence of deterioration in Belgium's trade
position during the summer generated continued
large sales of Belgian francs. A large-scale
buildup in commercial leads and lags also
weighed on the Netherlands guilder.

As the movement of funds into the mark
gathered momentum, the tive EC central banks

whose

stepped up their intervention to keep the joint
float within its 2% percent limits, buying large
amounts of guilders, Belgian francs, Danish
krone, and Norwegian krone against sales of
German marks provided by the German Federal
Bank. By mid-October the total amount of
marks created by the German Federal Bank to
meet these pressures had mounted up to $5.1
billion equivalent since the end of June and was
contributing to a strong expansion in Germany’s
monetary aggregates. By contrast, this inter-
vention drained large amounts of liquidity out
of the other four snake currencies. Interest rates
rose steeply in cach of the money markets, while
the monetary authorities reinforced the squeezes
still further by raising official lending and pen-
alty rates at the various central banks.
Finally, in mid-October, the EC monctary
authorities agreed to a realignment that upvalued
the mark by 2 percent against the Dutch guilder
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and Belgian franc and by 4 percent against the
Danish krone and the Norwegian krone. Fol-
lowing this announcement, the heavy selling
within the snake came to an end, and all the
joint-float currencies advanced on their own to
record highs against the dollar at the month-end.
But reversals of the commiercial leads and lags
or speculative positions in favor of the mark
were modest. Consequently, part of the indebt-
cdness built up while defending the snake was
settled at the month-end by transters of dollar
assets to Germany.

The November I announcement of the new
U.S. measures (o support the dollar triggered
a sharp fall in the mark, well in excess of the
declines in the other snake currencies. The mark
thus dropped to the bottom of the joint float,
and strains on the band cased generally. Under
these conditions, market participants began to
reverse the highly expensive long mark posi-
tions they had been maintaining against the
weaker snake currencies.

This unwinding proceeded slowly, however.
Many uncertainties remained over the outlook
for the snake in view of the scheduled introduc-
tion of the new EMS on January 2. Some
participants still wondered i another realign-
ment might not occur prior to the starting date
then only a few weeks away. Many traders thus
continued to roll over short positions against the
mark. To clear the air, the monetary authorities
of the EC snake countries let it be known that
the bilateral central rates then in foree between
the snake currencies would be maintained in the
new system. ‘This announcement contributed
further to a reduction of tensions within the
snake. But Norway decided it could not risk
having its currency pulled up further against the
Swedish krona. Therefore. following Sweden’s
decision not to enter the new system, Norway
announced on December 12 that it could not
join the arrangement and that the krone would
be withdrawn from the snake cffective immedi-
ately.

The deciston at year-end to delay the imple-
mentation of the new moncetary arrangement had
no discernible impact on trading relationships
within the snake. Instead, as the mark cased
back against the dollar, the process of unwind-
ing positions taken up betore the mid-October

realignment accelerated. Benefiting from high
domestic interest rates, the Dutch guilder and
the Danish krone were buoyed by these reflows
and traded firmly in the snake. The commercial
Belgian franc was also bolstered by reflows, but
amid concerns over the persistent sluggishness
of the Belgian economy and the size of the
government deficit, the return of funds took
place more stowly and the franc stayed near the
bottom of the joint float.

FRENCH FRANC

During the spring of 1978, the French govern-
ment had reaflirmed its commitment to give
priority to the fight against inflation and the
maintenance of a sound balance of payments,
while boosting employment largely through se-
lective measures. By midyear, the economy was
beginning to respond to the modest stimulus that
had been provided carlier, spurred by an upturn
in domestic consumption. Also, the current ac-
count had settled into strong surplus and the
French franc had strengthened in the exchanges.
It rose against the dollar to trade around FF 4.36
by carly August. It also gained against the
German mark, and the Bank of France had taken
in reserves. Progress on the inflation front,
however, had not yet met expectations.

Looking ahcad, the market was uncertain
about the prospect for an carly further decline
in inflationary pressures. One of the reasons was
that, as part of its longer-term strategy to reduce
the growth of public financing nceds and to
channel more personal savings into business
investment, the government had cmbarked on
a program to increase charges for public services
and gradually to relax longstanding controls on
industrial prices. Also, by midsummer, the
market had become sensitive to the implications
of any deterioration in cconomic performance
relative to Germany, in view of the possibility
that France might join in the expanded EC
currency arrangement that way scheduled for
implementation on January 1, 1979.

Against this background, news during August
of a quick upsurge in consumer prices, an ac-
celeration of wage increases, and a temporary
slippage in France’s trade account back into
deficit had a dampening clfect on market psy-
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chology for the French franc. Market partici-
pants began to question whether the franc could
hold its own against the German mark, and
commercial leads and lags started to move
against the franc. Also, since short-term interest
rates had been gently declining as the franc had
strengthened during previous months, some in-
vestors took advantage of a narrowing of favor-
able interest differentials to shift funds into other
currencies. As a result, the franc lost some of
its earlier buoyancy. Although at times it was
bid up as the dollar came on offer in August
and September, it posted little advance on bal-
ance over the two months, trading around FF
4.37. Meanwhile it eased back about 4 percent
against the mark by the end of September.
Under these circumstances, the inflows to
France's reserves tapered oft and the Bank of
France provided some support for the rate
through sales mostly of German marks but also
of dollars.

In the increasingly unsettled markets that de-
veloped during October, the French franc joined
to a greater degree in the rise of foreign curren-
cies against the dollar. By this time, also, the
authorities had reinforced the relatively restric-
tive monetary stance by reducing to 11 percent
the target for monetary growth in 1979 and by
tightening somewhat the ceilings on bank credit
expansion. They also doubled the reserve re-
quirements against sight deposits to 4 percent
to absorb liquidity generated by the balance of
payments surplus and the financing of the gov-
ernment deficit. Thereafter, an abrupt tightening
in the Eurofranc market prompted importers
who previously had been borrowing to bid in-
stead for francs in the spot market in order to
meet their month-end payment needs. These
factors combined to push up the French franc,
which rose to a record high of FF 3.97 against
the dollar on October 31, some 9% percent
above levels in early August. But the franc
continued to lag behind the German mark; and
as a result, the Bank of France at times still
provided occasional support for the franc by
selling marks while otherwise taking in dollars
to limit the franc’s rise.

Following the announcement of the No-
vember | package in support of the dollar, the
French franc plummeted along with other cur-

rencies, dropping back below carly-August
levels to FF 4.3490 by midmonth. Initially, it
fell back less rapidly than the mark, which had
been the center of speculation against the dollar.
But by late November, as the market focused
on the coming negotiation over the EMS at an
EC council meeting on December 5 and 6, the
franc became subject again to bouts of selling
pressure on expectations that it would decline
against the mark before entering the new joint
floating arrangement. As a result, the franc
cased back against the mark to a low on De-
cember 4, while moving back up to FF 4.45
against the dollar.

Before long, however, the earlier concerns
about the prospects for the French franc began
to lift. Doubts about France’s trade performance
faded inasmuch as a surplus of around FF 2.5
billion was emerging for 1978. The market’s
previous fears that price decontrol would trigger
an accelerated spiral of price increases no longer
seemed justified in view of the more moderate
rise in consumer prices reported for November.
The December announcement of an agreement
that all currencies coming into the EMS would
enter at prevailing cross rates dispelled some
of the uneasiness about implementation of the
new arrangement. Also, inclusion of the ltalian
lira and the Irish pound in the new arrangement
alleviated concerns in the market that the franc
would be the only additional currency. Against
this background, funds began flowing from the
mark back into the franc and the previously
adverse commercial leads and lags started to be
reversed. Moreover, since the dollar had started
declining again, market participants scrambled
to cover exposures and year-end needs in francs
as well as in other currencies. The franc thus
recovered to as high as FF 4.1200 at the Paris
opening on January 2.

That day the decision not to proceed with the
EMS until EC members had concluded new
agricultural financing arrangements was an-
nounced. Also, torceful intervention in other
markets helped to blunt any further rise in
European currencies against the dollar. There-
after, the franc began to ease back, and this
tendency continued as the dollar strengthened
generally during the month. Thus, the franc,
closing at FF 4.2905 on January 31, was up
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only ¥ percent on balance for the six-month
period. Against the mark, however, the franc
remained relatively firm during January, with
the result that it recovered to just about the
levels of six months before. In view of the
franc’s buoyancy generally in December and
against the mark during January, the Bank of
France continued to buy both dollars and Ger-
man marks in the market. These operations
contributed to a further rise in France’s foreign
exchange reserves, which increased $1.6 billion
over the period to $8.7 billion on January 31.

[TALIAN LIRA

Under Ttaly’s comprehensive stabilization pro-
gram, further progress was made during the first
halt of 1978 in strengthening the balance of
payments and reining in the rate of domestic
inflation. By midycar, the inflation rate had been
brought down to 12 percent, and the current
account had registered a comfortable surplus of
$2.1 billion over the tirst six months. Early in
the summer, imports remained sluggish while
exports continued to be buoyed by the existence
of excess industrial capacity and by the com-
petitive effects of the lira’s decline of carlier
years. With the scasonal bulge in tourist receipts
adding strength to ltaly’s current account, the
stage was set for a further widening of Ttaly’s
surplus position. Also, interest rates in Italy had
been Kept high, casing back less than the slow-
down in the inflation rate might have suggested,
in order to facilitate the financing of the large
public sector deficit. Consequently, Italian resi-
dents continued to borrow abroad, and these
capital inflows, on top of ltaly’s current-account
surplus, bolstered the lira in the exchanges. As
a result, the lira had come into heavy demand
for several months and the authoritics were able
to buy substantial amounts of dollars to rebuild
Italy’s reserve position, while moderating the
risc in the spot rate. By the end ol July the
lira, trading above LIT 841, was at its highest
level against the dollar since October 1976.
Moreover, [taly's foreign exchange reserves had
increased to $9.3 billion, even after the au-
thorities had made sizable repayments of official
debt to the IME, the EC, and the German
Federal Bank.

During August and much of September,
the lira continued to  benefit from  ltaly’s
strong balance of payments position. The an-
nouncement on August | of a seven-month
extension in the ceiling on the growth of bank
lending reassured the market that current poli-
cies were to be maintained. Against this back-
ground and with the Bank of Italy continuing
to take large amounts of dollars into reserves,
the authorities took the opportunity to follow
through on initiatives carlier in the year to case
exchange controls regarding commercial pay-
ment terms.

Meanwhile, the minority government an-
nounced its threc-year cconomic stabilization
program, which, after extensive negotiation over
the summer months, had received the tacit ap-
proval of the Communist Party. This program,
which was to reduce significantly the proportion
of gross domestic product taken up by the public
sector deficit, included a shift of government
spending from current expenditures to the pro-
motion of investment, a freeze on real labor
costs together with a gradual phasing-out of
automatic wage rises under the scala-mobile
program, improved incentives for labor mobil-
ity, and a rebuilding of the financial condition
of ltalian enterprises.

At the same time, the authorities acted to
absorb some of the liquidity being created by
Italy’s balance of payments surplus. This ob-
jective was accomplished in part by extending
the maturities of new government debt after the
Bank of Italy confirmed an casing of money
market rates by lowering its base rate for redis-
counting and advances by 1 percentage point
to 10% percent. In addition, the government
continued to use some of its additions to official
reserves to repay outstanding debt to the IMFE
and the EC, both at and prior to maturity.
Morcover, to keep ltaly’s inflation rate more in
line with those of its trading partners over the
long run, the ltalian authorities indicated that
they might be receptive to some form of associ-
ation for the lira with the EMS, then under
consideration within the EC.

In October, however, the increasingly unset-
tled conditions in the exchange markets began
to affect the Italian lira as well. Although it,
too, was pulled up against the dollar by the rise
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of the strong continental currencies, the market
began to question whether the lira would not
be allowed to weaken vis-a-vis other EC cur-
rencies before being linked to the EMS. As a
result, commercial leads and lags shifted mod-
estly against the lira. In addition, Italian enter-
priscs reacted to seemingly favorable exchange
rates and the increases in Eurodollar interest
rates by paying or prepaying their Eurocurrency
debts and switching back into lira financing.
Consequently, the lira lagged behind the mark
during October while the Bank of laly sold
dollars to provide some support for the rate.
Even so, by October 31 the lira had advanced
7 pereent above levels in carly August to LIT
787 against the dollar.

Then, following the November | an-
nouncement of U.S. measures to strengthen the
dollar, the lira declined, along with other Euro-
pean currencies, to trade around LIT 851.
Meanwhile, new figures showed that ltaly’s
current account, remaining strong even after the
passing of favorable
amassing a surplus of some $6 billion for the
year. Also, the economy had begun to expand
more rapidly, and with financing needs growing
and interest rates still high, the inflows of capital
resumed.

The Ttalian government had negotiated tlexi-
ble terms for entry into the EMS, whereby the
lira would be allowed to fluctuate as much as
6 percent around its central rate against each
of the other currencies. Moreover, the market
was reassured once prospects for a currency
realignment prior to the introduction of EMS
faded and numerous ofticials contirmed that the
exchange rate relationships of that arrangement
would be based on prevailing market rates.
Thus, the lira came into heavy demand as the
new year approached, and the news on January
2 of a delay in the implementation of EMS had
little apparent impact on the exchange rate.

By January, the continuing strength of Traly's
external position was again showing through in
the exchange market. Although the lira tended
to decline as the dollar recovered across the
board, it eased back less rapidly than the Ger-
man mark and other strong European currencies.
In mid-January the authorities provided some
retief to small firms with limited access to the

scasonal  factors, was

Eurodollar market, by raising slightly the ceiling
on domestic credit expansion applicable through
March. Nevertheless, funds continued to flow
into the lira, thereby keeping the exchange rate
buoyant even in the face of increasingly vocal
opposition from the trade unions to the govern-
ment’s anti-inflation program and the with-
drawal of Communist Party support of the An-
dreotti government at month-end. In fact, the
lira closed the six-month period trading steadily
at LIT 843.50 to show little net change on
balance. Meanwhile, additional purchases of
dollars by the Bank of Italy during January
helped to provide a 82 billion increase in foreign
exchange reserves over the period to $11.3
billion by January 31.

STERLING

In the United Kingdom, impressive progress had
been made in 1977 i bringing down domestic
inflation, swinging the balance of payments into
surplus, and bolstering the international reserve
position. Also, by late 1977 the British author-
ities had succeeded in gaining leeway, under
the agreements with the IMFE, for providing
some modest stimulus to the cconomy. But by
late spring 1978 the markets were becoming
concerned that the sudden upsurge in demand
in the United Kingdom was beginning to gener-
ate additional inflationary pressures and would
weaken the payments position,

In Junc the authorities moved again to rein-
force their broad anti-inflation ¢lfort through
monetary restraints, including a hike in interest
rates, and through a selective tightening of fiscal
policy. Later, the government announced a 5
percent guideline for wage increases over the
coming year beginning in August, down from
the previous guideline of 10 percent. These
measures helped to reassure the market. Thus
the pound had advanced to $1.95 against the
dollar by carly August and had firmed against
other currencies as well. On the trade-weighted
effective basis used by the U.K. authorities, the
pound had reached 63 percent of its 1971
Smithsonian parity.

By carly August, however, the market was
again becoming concerned over the outlook for
inflation in the United Kingdom. The Trades
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Union Congress voted to reject a continuation
of an incomes policy, and highly visible wage
negotiations kept the exchange market wary of
a possible confrontation between the govern-
ment and the unions over the 5 percent pay
policy. The pound fell back somewhat and
traded uncvenly in the exchanges between carly
August and mid-October. But cach time selling
pressure mounted, the Bank ol England re-
sponded quickly to show its resolve in defending
sterling, both through intervention in the ex-
change market and through maintaining a taut
money market.

In October, as market participants increas-
ingly turned their attention to the accelerating
slide of the dollar, sterling started to move up
on hot-money inflows. Spot sterling soon moved
above $2.00, and a burst of buying in late
October pushed the rate to as high as $2.1050
by the month-end. During this upswing the
Bank of England occastonally bought dollars to
keep the trade-weighted eflective rate from ris-
ing much above 63 percent.

In the wake of the U.S. measures of No-
vember |, sterling dropped back 6 percent to
fluctuate around $1.98 against the dollar, with-
out any appreciable change on an eftective
basis. Mcanwhile, union opposition to the con-
tinuance of an incomes policy was hardening.
Interest rates abroad were rising sharply, partic-
ularly in the United States. And as sterling came
on offer, in response to these uncertainties the
Bank of England again provided support in the
exchange market to steady the effective rate.
Short-term sterling interest rates were allowed
to rise, and on November 9, the authorities
hiked the minimum lending rate 2%2 percentage
points to 12% percent, its highest level in two
years.

Thereafter, sterling was buoyed by inflows
of interest-sensitive funds. Also, with the spot
rate holding firm in December, many multina-
tional corporations bought pounds to cover ac-
counting and cconomic exposures and to satisfy
year-end payment needs. The political uncer-
tainties in Iran and the mid-December increase
in OPEC oil prices had little impact on sterling
since the Unitted Kingdom, as an oil producer
itself, was seen as less vulnerable to a cutoll
ol oil supplics from Iran and as perhaps even

benefiting from the larger-than-expected rise in
oil prices. As a result, when the dollar came
on renewed offer during December, sterling was
bid up to a high of $2.0480 by carly January.
Mecanwhile, the government had announced it
would not join the EMS but would undertake,
as it had in the past, to keep sterling relatively
stable vis-a-vis its principal trading partners.

In view of the United Kingdom’s comfortable
reserve position and the high level of interest
rates, sterling held firm in the exchanges in carly
1979, despite a spate of highly disruptive
strikes. Sterling cased ofl against the dollar as
dollar rates generally improved, but it held
steady in effective terms. By the close of the
period the spot rate was at $1.9872, up 3 percent
on balance for the six months. Mcanwhile,
although the authorities had intervened on both
sides of the market, these operations had largely
netted out. Consequently, official
which were $17.6 billion at the end of January,
were unchanged on balance over the six-month
period.

reserves,

CANADIAN DoOL1.AR

By late summer, the Canadian doHar had been
declining almost without interruption for necarly
two years. Even so, the current account re-
mained in substantial deficit and long-term
foreign borrowings by private interests and pro-
vincial authorities were not suflicient to close
the overall payments gap. Morcover, the rate
of domestic inflation remained high, aggravated
partly by the depreciating currency, and unem-
ployment uncomfortably high
levels.

Earlicr in 1978, the authorities had moved
cautiously to stimulate employment through se-
lective fiscal policy measures while maintaining
a tirm monetary policy in light of concerns over

continued  at

inflation and the exchange rate. The authorities
had also arranged for some $7.7 billion of
oflicial long-term international borrowing, both
to close the payments gap and to bolster reserves
that had been depleted through intervention to
cushion the decline of the exchange rate. Nev-
ertheless, the deep-rooted pessimism toward the
Canadian dollar persisted in the exchange mar-
ket, as the prospect of a national clection to
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be held sometime within the year left the market
uncertain about the outlook for the Canadian
economy. Amid these uncertainties, sudden
shifts of sentiment left the market subject to
increased volatility. In addition, selling pres-
sures were aggravated at times when the U.S.
dollar was declining, because market partici-
pants would sell Canadian dollars against U.S.
dollars either to finance acquisitions of curren-
cies rising in the exchanges or to oftset for
internal  accounting  short-dollar — positions
against these currencies.

In  August and September, after trading
against the U.S. dollar at around Can.$1.14,
the Canadian dollar again came under heavy
selling pressure in the exchanges following
some disappointing trade and price figures.
Also, the further rise in interest rates in the
United States had prompted some outflows of
interest-sensitive funds from Canada. In re-
sponse, the Bank of Canada raised its discount
rate to 9% percent and announced a reduction
of its monetary growth targets for the coming
year. The authorities also arranged for a further
$750 million bond issue in the U.S. market.
The selling pressure continued, however, with
the Canadian dollar slipping a further 3 percent
against the U.S. dollar. Meanwhile, a sustained
intervention eftort contributed to a decline in
Canada’s external reserves by a net $924 million
in August--September to $3.7 billion.

In carly October the spot rate dipped to as
low as Can.$1.1958 before bottoming out. The
Canadian authoritics hiked the discount rate
further to 10% percent and operated in the bond
market to lift long-term Canadian interest rates.
Interest-sensitive funds thus began to move back
into Canada. In addition, the trade figures for
September were back in significant surplus and
the risc in consumer prices slowed, giving a
boost to market sentiment toward the Canadian
dollar. Thus, the Canadian dollar moved back
up from its lows in carly October against the
U.S. dollar, and the Bank of Canada intervened
to moderate the rise. These oflicial dollar pur-
chases. combined with the receipt of proceeds
from the New York bond issue and the take-
down of additional credits on the facility with

the chartered banks, were reflected in a $1.4
billion rise in external reserves to $5.1 billion
at the month-end.

On November |, when the United States
announced its major support package and the
U.S. dollar rose sharply against the currencies
of Western Europe and Japan, the Canadian
dollar eased only slightly vis-a-vis the U.S.
dollar. But then, as interest rates in the United
States rose by more than rates in Canada, inter-
est incentives favoring Canada were nearly
eliminated, even after the Bank of Canada raised
its discount rate to 10% percent on November
6. Morcover, the latest figures on Canada’s price
and trade performance released during the
month were less encouraging. Bearish sentiment
resurfaced for the Canadian dollar, and as sell-
ing pressure built up once again, the rate drifted
downward in November and December.

In early January, the Canadian authorities
announced plans for a new ofticial borrowing
abroad, a $500 million equivalent issue denom-
inated in yen, and the Bank of Canada raised
its discount rate by 1/2 of a percentage point
to 11% percent. These initiatives helped to
stabilize the exchange rate, but the latest round
of trade figures announced in late January
proved to be disappointing to the market. The
rate thus dipped to Can.$1.1989 at the month-
end, down 5% percent for the six-month period,
before firming somewhat in February. Mean-
while, Canada’s reserves declined by $700 mil-
lion from levels at the end of October; the net
decline was $200 million over the six-month
period to $4.4 billion as of January 31.

PROFITS AND LOSSES

The stepped-up intervention by the U.S. au-
thorities beginning on November 1 involved a
variety of financing techniques. In addition to
use of the swap arrangements, the Treasury
drew marks and yen on its reserve position with
the IMF and sold SDRs to both Germany and
Japan against their respective currencies. Also,
the Treasury issued notes denominated in marks
and Swiss francs in the German and Swiss
capital markets, thereby raising foreign currency
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assets against medium-term liabilities in those
currencies. The acquisitions or borrowings of
currencies and the sale and repayment of cur-
rencies took place at varying exchange rates.
Thus, the profit and loss implications became
much more complex.

At the same time, at the end of 1978 the
Federal Reserve, in presenting its annual state-
ment of condition, shifted to accounting prac-
tices under which all foreign currency assets and
liabilities are periodically revalued in dollars at
current spot market rates. The ESF had adopted
this accounting practice in 1977, For both insti-
tutions this meant that, in addition to profits and
losses actually realized on foreign cxchange
transactions, unrealized prolits and losses are
reported. New arrangements were also reached
with foreign central banks to revalue, beginning
in January, maturing swap drawings that were
being renewed at current market rates. This
practice gencerated realized profits or  losses
depending on whether the dollar rose or fell over
the period of the swap drawing.

One of the tables presents the profit and loss
data for the Federal Reserve and the U.S.
Treasury, separating out the results between the
Treasury general account and the ESF.! Losses
on pre-August 1971 Swiss franc debt, under-
taken to protect the U.S. gold stock, are pre-
sented separately.

In summary, Federal Reserve operations
mainly reflect current swap operations, while
ESF data also reflect foreign currency acquisi-
tions from IMF drawings and SDR sales. The
Treasury general account operations reflect the
issuance of securities denominated in foreign
currencies and sales of some of those proceeds
in the market. Foreign exchange operations are
closely coordinated between the Treasury and
the Federal Reserve. The incidence of realized
profitand loss, however, falls on the participants
in the operations depending on the nature ot the
transaction and the exchange rate at the time.

I. The attachments to this report are available on
request from Publications Services, Division of Support
Services, Board of Governors of the Federal Reserve
System, Washington, 1D.C. 20551,

The ESF, the Treasury general account, and the
Federal Reserve had both profits and losses on
individual transactions, but as the table indi-
cates, losses exceeded profits on balance in

1978.

FEDERAL RESERVE—TREASURY
“WAREHOUSING ARRANGEMENT'

N

During the six-month period, the Federal Re-
serve “warchoused™ foreign currencies by tak-
ing foreign exchange acquired by the Treasury
that was not immediately needed to finance
forcign exchange intervention in return for dol-
lars that were needed by the Treasury in its own
domestic operations. In carrying out this ex-
change, the Federal Reserve operated as it did
in the past to buy the foreign currency in a spot
purchase from the Treasury and simultancously
sell it back to the Treasury at the same exchange
rate for a luture maturity datc—three months
or even one year later. A key aspect ol this
type of transaction is that, since the Federal
Reserve and the Treasury agree to pay and to
receive the same amount of foreign currency
because the same exchange rate is used, neither
party incurs any cxchange rate risk from this
transaction.

Between the time of the initial transaction and
the maturity date, the Treasury has dollars that
are credited initially to its account at the Federal
Reserve Bunk of New York, while the Federal
Reserve has foreign currency assets that it places
with its central bank correspondent abroad to
arn an investment return. As the dollars flow
into the U.S. banking system, cither by transfer
to a Treasury tax and loan account at a com-
mercial bank or by financing of domestic ex-
penditures by the Treasury, member bank re-
serves increase. Under the operating procedures
the domestic Trading Desk uses to carry out
objectives set by the Federal Open Market
Committee, however, it would typically respond
by absorbing an cquivalent amount of reserves
in its day-to-day open market operations to
neutralize any unwanted expansionary citect of
the use of the ‘Treasury's balance at the Federal
Reserve Bank of New York.
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A warehousing transaction is reversed when
the Federal Reserve repays the foreign currency
it has acquired from the Treasury and the
Treasury repays dollars. This could occur before
the original maturity date if the Treasury de-
cides that warehoused foreign exchange bal-
ances will be used to finance its intervention
(in which case the Treasury carries any ex-
change risk that may be involved) or upon
maturity, Whether the Treasury acquires dollars

to make the repayment to the Federal Reserve
by purchasing them in the foreign exchange
market, by borrowing in the domestic market,
or from receipts from other sources, member
bank reserves will decline. The domestic Trad-
ing Desk would oflfset any unwanted decline
through open market operations. Thus, in prac-
tice, member bank reserves show no net effect
from operations under the warehousing
arrangements. U
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Staff Studies

The staffs of the Board of Governors of the
Federal Reserve System and of the Federal
Reserve Banks undertake studies that cover u
wide range of economic and financial subjects,
and other staff members prepare papers reluted
to such subjects. In some instances the Federal
Reserve Svystem  finances similar studies by
members of the academic profession.

From time to time the results of studies that
are of general interest (o the professions and
to others are summarized—-or they may be
printed in full-—in this section of the FEDERAL
RESERVE BULLETIN.

STUDY SUMMARY

In all cases the analyses and conclusions set
forth are those of the authors and do not neces-
sarily indicate concurrence by the Bouard of
Governors, by the Federal Reserve Banks, or
by the members of their staffs.

Single copies of the full text of each of the
studies or papers summarized in the BULLETIN
are available in mimeographed form. The list
of Federal Reserve Board publications at the
back of each ButieniN includes « separate
section entitled *Staff Studies™ that lists the
studies for which copies are currently available
in mimeographed form.

GEOGRAPHIC EXPANSION OF BANKS AND CHANGES IN BANKING STRUCTURE

Stephen A. Rhoades

Prepared as a stall paper in carly 1979

Various forces have provided impetus 1o geo-
graphic expansion in commercial banking since
1960. Because expansion could affect banking
structure and competition, a study was made of
the changes in local market structure over the
period 1966-76 and in statewide structure tor
1960--77.

To determine whether geographic expansion
of banking organizations has a systematic ceffect
on local market and statewide structure, an
index of geographic expansion was constructed
for local markets- 154 standard metropolitan
statistical arcas (SMSAs) and 129 non-SMSA
countics—and for 48 states. The index is in-
cluded in this study in @ multivariate regression
for testing purposes.

Staff, Board of Governors

The data reveal that the great majority of local
banking markets decreased in concentration, but
test results provide no evidence that geographic
expansion affects local market concentration. At
the state level, the study shows that more than
half the states increased in concentration, and
statistical tests indicate that geographic expan-
sion tends to increase statewide concentration.
The data also reveal that overall the number of
banking organizations in the United States
has declined since 1970, a trend that has oc-
curred in about half of the states. Finally, there
has been a notable change in the size distribution
of banking organizations in individual states—
the proportion of organizations with $10 million
or less in assets has declined dramatically.
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Industrial Production

Releused for publication March 16

Industrial production rose by an estimated 0.3
percent in February; revised figures showed no
growth in the index for January. At 151.2 per-
cent of the 1967 level, the index for February
was 8.6 percent above that of a year earlier.

Increases in production in February were
widespread and generally moderate; the largest
gains were in equipment and nondurable goods
materials. But sharp declines were again re-
corded in automotive products and coal and, to
a lesser extent, in refined petroleum. Production
of some items was again affected by adverse
weather. The index now indicates a 0.6 percent
gain in total output in November and a (.8
percent gain in December.

Output of consumer goods was unchanged in
February; there were moderate gains in home
goods and some nondurable consumer goods,
but further declines in auto and utility vehicle
assemblies and a drop in the production of
consumer fuel such as gasoline. Auto assem-
blies were at an 8.8-million-unit rate—almost
unchanged from the 8.9-million-unit rate in
January. Output of business equipment rose 0.5
percent further in February; the largest increases
were in equipment used in manufacturing, power
generation, and commercial enterprises. As in
Junuary, the growth in output of construction

supplies was small following the extremely sharp
increase in December.

Production of materials advanced 0.3 percent
in February, reflecting increases in the output
of equipment parts and chemical and paper
materials. Production of energy materials de-

clined for the second successive month due
mainly to reduced output of coal.
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Statements to Congress

Stutement by Nancy H. Teeters, Member,

Board of Governors of the Federal Reserve

System, before the Subcommittee on Consumer

Affairs and the Subcommittee on Financial In-
stitutions Supervision, Regulation and Insur-
ance of the House Commitiee on Banking, Fi-
nance and Urban Affairs, February 20, 1979.

It is a pleasure for me to appear before both
subcommittees. 1 have recently been designated
to chair the board committee that has respon-
sibility for consumer aflairs, and I look forward
to working with you in the future.

Section | of H.R. 1903 would change the
cifective date of the Electronic Fund Transfer
Act from May 10, 1980, to June 10, 1979. The
bourd recommends against adoption of  this
amendment. While we recognize the need for
prompt implementation of the act, changing the
cffective date to June 10 would not leave sufli-
cient time to accomplish this task. A June 1979
clfective date would require the board to issuc
regulations without the degree ot public partici-
pation that is essential for orderly implementa-
tion of this important new law. In addition,
financial institutions would have fewer than four
months to comply with the act.

I can assure you that the board shares your
interest in quickly providing consumers who use
clectronic transfer services with the important
protections offered by the act. We also wish to
publish final regulations as soon as possible. The
board’s commitment to prompt action is illus-
trated by the speed with which the board acted
in implementing sections 909 and 911 of the
act. Those regulations were published for com-
ment on December 26; the stafl is analyzing
the comments and preparing recommendations
for the board. Final regulations are expected to
be issued in a few weceks.

The board’s schedule for implementing the
remainder of the act is as follows: by April |

publish draft regulations for a 60-day comment
period, ending May 31; we have allowed 60
days for analyzing the comments and redrafting
the regulations, bringing us to July 31; the
revised regulations will be published for com-
ment for a seccond 60-day period, running from
August | to Sceptember 30; analysis of the
comments and redrafting will be completed by
November 30; the final regulations will be pub-
lished about December 1.

We believe this is a realistic schedule that
demonstrates the board’s commitment to speedy
and responsible  implementation of  the  act.
Meeting it will require considerable effort by
the board and its staff. Our considerable experi-
ence inimplementing consumer legislation sug-
gests that a shorter rulewriting timetable would
not be in the public interest.

One way in which the board’s schedule could
be shortened 1s by allowing 30 days instead of
60 days for public comment. We are coneerned,
however, that a period as short as 30 days would
not be sutlicient to allow all interested partics
to express their views adequately. Our recent
experience with the amendment to Regulation
Z modifying the rescission requirements with
respect to certain open-end credit plans is a good
example. When the proposal was first published
for comment, the comment period was 30 days.
Many interested parties have objected strongly
that this was not cnough time, so the board
recently decided (o publish  the amendment
again. The board, in accordance with the spirit
of Exccutive Order 12044, recently adopted a
policy of allowing at lecast 60 days for public
comment on regulations that implement a new
law. We feel that adequate time for public
comment is especially important in the case of
a law, such as the Electronic Fund Transfer Act,
that is highly technical and that confers signifi-
cant consumer rights.

Our experience with implementation of other



224

Federal Reserve Bulletin & March 1979

legislation indicates that 60 days is essential for
analysis of public comments, redrafting  the
regulations, and bringing them back to the board
for comment. In 1976, when the amended Equal
Credit Opportunity regulations were issued, the
board received about 650 comments on the first
proposal and about 500 comments on the second
proposal. More recently, the board. along with
the other financial supervisory  agencies, 1e-
ceived almost 1,000 comments on the Commu-
nity Reinvestment Act regulations. Sinee there
is great public interest in the Electronie Fund
Transfer Act, | think we can expect to receive
at least several hundred comments on proposed
Regulation L.

Finally, the board’s timetable calls for two
public comment periods. T wish | eould say that
one comment period would suftice, but, again,
our experience indicates otherwise. When new
regulations are drafted, the first proposal may
overlook important issues and some of the pro-
visions may not be workable. Indeed, that is
the purpose of public comment---to expose reg-
the of the financial
institutions and consumers who must live with
them. Having two comment periods allows the

ulations 1o critical gaze

public to comment on significant changes before
regulations go into eftfect and thereby reduces
the possibility that the regulations will have to
be amended fater. If the act’s effective date were
changed to June 1979, the board’s regular pro-
cedures could not be followed. Even with only
one comment period, there is a real risk that
the Taw would take eftfect before implementing
regulations could be tssued in final form.

It is worth noting that the Electronic Fund
Transfer Act creates two duties that the board
did not have under the Equal Credit Opportunity
Act or other prior legislation—namely, the re-
quirement to prepare an analysis of cconomic
impact and to issue model disclosure clauses.

I would also like to point out that the Elec-
tronic Fund Transfer Act imposes major new
responsibilities on financial institutions. They
will be required to prepare and print new dis-
closures, establish new error resolution and
stop-payment procedures, program their com-
puters to generate periodic statements, and, of
course, train their personnel. Our experience

with other laws, including the Equal Credit
Opportunity Act, suggests that the quality of
compliance is enhanced and the cost of compli-
ance reduced by providing a lead time of several
months between the issuance of regulations in
final form and the effective date of a statute.

Turning now to the second section of H.R.
1903, it would change both the uming of, and
the entity responsible for providing, the general
statement of customer rights required under
section 1104(d) of the Right to Financial Privacy
Act ol 1978. Instead of requiring that the state-
ment be sent 1o all customers of all financial
institutions “promptly™™ after March 10, 1979
(the eflective date of the Right to Financial
Privacy Act), the bill would require that the
statement be provided to a customer when the
customer is notified by a federal agency of its
ctlorts to obtain the customer’s financial rec-
ords. In addition, the bill would shift the re-
sponsibility for providing the statement from the
financial institution having custody of the cus-
tomer’s records to the agency sceking the ree-
ords. The board would continue to be required
1o prepare a model statement of customer rights
for use under section 1104(d). A draft statement
was issued for public comment by the board
on January 29,

We believe that the provisions of section
1104(d) as written into law last year should be
modified signiticantly. The informational benefit
to customers of financial institutions of receiving
a general statement of their privacy rights
promptly after the effective date of the act does
not justify an estimated expenditure on the order
of hundreds of millions of dollars to provide
that statement. Sending the statement on a one-
time basis after March 10 would not provide
customers with information about their rights
when that information was most needed—that
is, when access to their records was sought.
Furthermore, for every account that an individ-
ual has at a financial institution and for cvery
credit card held, the individual would receive
a separate statement. Therefore, a typical cus-
tomer would receive several and  perhaps a
dozen or more virtually identical statements
within a relatively short time span.

For those reasons, the board, responding to



a resolution of our Consumer Advisory Council,
recommended that the act be amended to require
that the section 1O4(d) statement be delivered
only when access 1o a0 customer’s records s
sought. In making that recommendation, both
the board and the council were influenced by
the belief that providing the statement when
access was sought would give customers rele-
vant information about therr rights at the most
appropriate time for them 1o understand  the
signiticance of, and 1o act upon, those rights.
Therefore, the proposed change in H.R. 1903
in the timing of the delivery of the customer
rights statement is, in our view, a significant
step in the right direction.

We should note, however, that the act already
requires the government to notify customers in
10 different instances about their rights under
the statute. In addition, the act spectties that
customers must be apprised of their tinancial
privacy rights prior to authorizing government
access 1o their records; and, having authorized
access, they generally must be informed, upon
request, of the identity of the federal agency
or agencies to whom their records have been
disclosed and the number of times access has
been granted. Although delivery of the required
notices may be delayed if the federal agency
involved obtains an appropriate court order,
even then the customer usually must be provided
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with a statutory notice. Thus, we believe that
the general statement of customer rights man-
dated by section 1104(d) could be climinated,
as provided by S. 37, which has passed the
Scnate, without materially diminishing the cus-
tomer protections of the act.

While our original recommendation, based
upon the Consumer Advisory Council’s resolu-
tion, did not contemplate shifting responsibitity
from financial institutions to the federal govern
ment for providing the statement, we believe
that the proposal of HLR. 1903 o require the
federal ageney involved to supply the statement
along with any other notice it must provide
under the statute is an appropriate alternative.
Although such a shift would increase somewhat
the government's cost of complying with the
act, it should on balance decrease overall costs
by climinating the need for a separate com-
munication from financial institutions. Whilce the
approach taken by cither our original recom-
mendation or H.R. 1903 is better than the cur
rent requirement, we believe that deletion of the
requirement of a general statement as provided
by S. 37 also is an acceptable alternative for
the reasons previously mentioned.

I appreciate the opportunity to appear before
both subcommittees to present the views of the
board and its Consumer Advisory Council. |
would be pleased to answer any questions,

Statement by G. William Miller, Chairman,
Board of Governors of the Federal Reserve
Svstem, before the Committee on the Budget,
U.S. Senate, February 22, 1979,

Mr. Chairman, members of this committee, the
budget deliberation process plays a critical role
in the formulation of public policy, and 1 am
pleased to present the views of the Federal
Reserve as the committee develops the First
Concurrent Budget Resolution for fiscal year
1980. The direction that fiscal policy takes over
the next several years will be of strategic im-
portance in determining the nation’s ability to
meet its longer-run goals of growth, high ¢m-

ployment and price stability. While your task
is a difficutt one, it provides u clear opportunity
for the Congress to help unwind years of corro-
sive and persistent inflation.

Liconomic activity over the past year was
highlighted by a sizable rise in real gross na-
tional product together with a marked acceler-
ation in the rate of price increase. By the end
of 1978, the current cconomic expansion was
close to its fourth anniversary and, when com-
pared with prior cyclical upswings of the post-
war period, it is notable both for its longevity
as well as its strength. As indicated in Chart
I the 4% perceent rise in real GNP over 1978
represented something of a deceleration from
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the 5% percent pace of the first three years
of cxpansion.' But with the cconomy’s move-
ment into a zone where resource pressures can
be intense, this slowing was desirable, espe-
cially given the recent signs of acceleration of
raw materials price increases. Over the year the
unemployment rate fell further by 1/2 a per-
centage point to 5.8 percent of the labor force,
and at year-end there was relatively little job
market slack in many of the higher-skilled
occupational groups. Similarly, capacity utili-
zation moved up to about 86 percent in manu-
facturing, and while the emergence of any pro-
duction bottlenecks generally has been avoided,
this sector of the economy is operating quite
close to its prerecession rate. Despite this di-
minished slack in the economy, last year's in-
tensification of inflationary pressures can be
attributed largely to sources other than pressures
of resource constraints. However, further brisk
expansion of the economy at this time runs the
risk of adding yet another source to an already
intractable inflation.

The accecleration of price increases during
1978 was clearly the major disappointment in
the cconomy’s performance.  Unlike  carlier
years, when worsening inflation could be asso-
ciated with onc or two unfavorable and isolated
developments, the acceleration last year was
broadly based and resulted from both ¢ndo-
genous as well as special occurrences. Food
prices skyrocketed carly in the year as the severe
winter weather took its toll on the agricultural
sector. In addition, the cost of homeownership
rose sharply as home purchase prices and mort-
gage interest rates increased, and the weakening
exchange value of the dollar had adverse impli-
cations for prices of imports and for those do-
mestically produced goods that compete with
imports. However, even after allowing for these
somewhat **
an acceleration of inflation in most other arcas
as well. The deterioration of this underlying rate
of increase in prices can be most clearly asso-
ciated with last year's pickup in unit labor costs.
In turn, the continued uptrend in costs can be

special™™ considerations, there was

1. The attachments to this statement are available on
request from Publications Services, Division of Support
Services, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551.

attributed in large part to a most disappointing
productivity performance and to legislated in-
creases in the minimum wage and in payroll
taxes for social security and unemployment in-
surance.

Unfortunately, likely developments over the
course of this year do not suggest a significant
casing of inflationary pressures in the near term.
Another round of mandated increases in payrotl
taxes went into effect the first of the year and
these costs tend to be passed through to prices
quite promptly. Also, given recent reports on
spot prices of crude foodstutls, it is a virtual
certainty that retatl food prices will increase
sharply in the first quarter. Furthermore, large
oil price hikes by the Organization of Petroleum
Exporting Countries have been scheduled for
this year, and the impact of the dollar’s depre-
clation has yet to run its course. These factors,
combined with a heavy collective bargaining
calendar following the price runup of 1978,
makes it diflicult to envision overall price in-
creases slowing markedly from last year’s 9
pereent range.

Given this developing environment there was
a clear and urgent need for the stance of public
policy to shift toward the restraint of aggregate
demand and focus on actions designed to end
the self-fultilling prophecies of inflationary cx-
pectations. The administration’s  anti-inflation
proposals of late October were aimed at disen-
tangling the interplay of wages and prices
through the recommendation of wage-price
standards. In addition, the program underscored
the inflationary tendencies of government poli-
cies by stressing that fiscal restraint and regula-
tory reform were both necessary for an effective
assault on inflation. These proposals were rein-
forced by the joint actions of the Treasury and
the Federal Reserve on November | that helped
restore stability to the international value of the
dollar. Fiscal policy also moved toward restraint
last year. The $44 billion federal deticit for
calendar year 1978 was $7 billion less than in
the prior year and well below that implied by
the first and second concurrent budget resolu-
tions. Nonetheless, a continuing deficit of this
magnitude 1s far too large for a maturing cx-
pansion beset with inflationary difliculties.

Monetary policy also moved clearly in the
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direction of restraint during 1978, Interest rates
for short-term market instruments rose about 3
to 4 percentage points over the course of the
year and yields at the longer end of the maturity
spectrum rose about | percentage point. These
appreciable advances in market rates reflect a
monctary policy that continues in its efforts to
foster financial conditions consistent with a
modceration in the pace of cconomic activity and
a slowing of inflation. Real interest rates—-or
market rates adjusted for inflation-—still appear
to remain low by historical standards and thus
continue to facilitate an expansion of overall
demands. Furthermore, due to the evolution of
the structure of tinancial markets in recent years,
there is growing evidence that the economy now
responds in o smoother fashion to adjustments
in monetary policy. A recent example of this
development has been the success that the new
6-month money market certificates have had in
boosting deposit flows at major mortgage lend-
ing institutions during a period when prevailing
market rates could have resulted in widespread
disintermediation. ‘Thus, despite a tightening of
monetary policy, cconomic activity has not been
disrupted by the type of “‘credit crunch™ epi-
sodes that have severely aftected financial mar-
kets in the past.

The economy’s ability to withstand tauter
financial markets does not blunt, however, the
critical role that monetary policy can play in
combating inflation. The upward movements in
interest rates have been accompanied by a re-
duction in the growth of the monetary aggre-
gates, even after allowance for the recent intro-
duction of automatic transfers from savings (o
demand accounts. In turn, this moderation of
money growth has apparently discouraged some
borrowing activity recently, especially in the
commercial and industrial sector. Furthermore,
given the normal lags of policy impacts, the
expansion of total credit demands should be
further restrained in the months ahead.

While monetary policy has a key role o play
in achieving the nation’s cconomic goals, it
cannot wage the battle atone. ‘The application
of prudent restraint through fiscal policy is just
as critical if we are 1o turn our full arsenal of
public policies against inflation. 1t is most im-
portant that fiscal and monctary authoritics work

in tandem towards achicvement of the nation’s
longer-term goals. In a report submitted to the
Congress on February 20, in compliance with
the Full Employment and Balanced Growth Act
of 1978, the Federal Reserve detailed its policy
aims for 1979 and concluded that those plans
arc consistent with the present goals of fiscal
policy. (See pages 185-200.)

Specific fiscal policy recommendations for the
upcoming fiscal year depend critically on the
outlook for real GNP growth and inflation.
Despite much public opinion to the contrary,
there is little evidence, at present, that the
cconomy is threatened with an actual contrac-
tion of activity. While the surprisingly strong
surge of real GNP in the fourth quarter of last
year is not sustainable nor even desirable, it did
impart a good deal of momentum to activity that
is likely to carry over into the first half of the
year. In the business scctor, orders backlogs and
construction contracts remain at high levels and
are likely to support a moderate expansion of
capital spending at least through the spring. In
addition, inventories remain quite lean relative
to sales and, given the surge in consumption
late last year, a rebuilding of stocks could be
required in some lines, which could further
boost production and income. Furthermore,
aside from last month’s drop in starts, which
appears to be mostly weather-related, housing
construction has been sustained at a relatively
brisk pacc. As a result, we have avoided a sharp
downturn in one arca of the cconomy most
prone to cyclical sensitivity.

Nonetheless,  there  are  signs  that
weakness in demands could well develop over
the course of the year. Surveys of capital
spending intentions of business point to a slow-
ing of growth in the latter half of this year. Also,
it scems likely that housing activity could be
reduced somewhat by financial conditions in
mortgage markets. And finally, consumption,
whose consistent strength has provided a solid
foundation for most of this ¢xpansion, might
slow as income gains weaken and high debt
burdens impart a degree of caution to consumer
spending decisions.

Over all, while inflation remains a most

Some

disruptive influence, there are no signs of the
type of imbalances that typically have signalled
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the onset of prior recessions. In this environ-
ment, stabilization  policies
need to aim for a moderating course of activity
and the resulting retief of inflationary pressures

Macroecconomic

that would emanate from product, labor, and
financial markets. While the outcome of such
policies would presumably imply an upward
drift of unemployment, the alternative course—
that of further demand  stimulus-—would  be
fraught with ever greater inflationary perils. The
social costs of unemployment can never be
ignored, but at this juncture a failure to case
inflationary pressures would be far more costly
over the longer run than would be any temporary
dislocations in the labor market.

At present, fiscal policy recommendations
need to be governed by clear restraint. Contin-
ued reduction in the deficit in the near future
and movement toward a balanced budget over
the next several years is desirable: the adminis-
tration’s recent budget proposals represent a
positive move in this direction. Not only would
the trend toward balance avoid the excessive
demand stimulus that has fueled inflation during
recent years but elimination of Jarge federal
deficits also would absorb less private savings
and thus provide more of an opportunity for
increased capital formation. Furthermore, the
deticits of the past several ycars have been
accompanicd by ‘Treasury borrowing on a scale
large cnough to distort flows in private capital
markets. And the financing needs of off-budget
agencies have acted to exacerbate this problem.
As a result, a movement toward fiscal balance
would lessen the pressures on our money and
capital markets,

A sceeond and related aim of fiscal policy
should be a reduction in the size of the govern-
nment sector in our cconomy. One of the more
undesirable features of cconomic change over
the last 20 years has been the gradual increase
in the share of federal outlays as a percentage
of GNP. In the latter halt of the 1950s, the ratio
stood at 18.3 percent whereas by 1976 1t had

risen to 22.5 percent. In the past two years the
ratio has edged back down, but it still remains
too high. The 21 percent share projected for
fiscal year 1980 is laudable, but the reduction
should not stop at this point. Achicving such
a reduction will require a rethinking of many
existing spending programs as well as limita-
tions on new spending initiatives.

Al the same time the deficit and the output
share of the federal sector are being reduced,
fiscal policy should also be directed at promot-
ing an improved environment for capital spend-
ing. Over the past decade our investment share
of output has been generally inferior to that of
Further-
more, in recent years there seems to have been

most major industrialized cconomies.

a reluctance to invest in the heavy machinery
that is so essential for the expansion of our

productive cuapacity. Whatever the cause—an
excessive regulatory burden, increased foreign
competition, or an outimoded technological
base- —there is a real need for stepping up in-
centives such as accelerated depreciation and
investment tax credits. Not only would  this
cnhance the cconomy's longer-run growth pros-
pects, it would also facilitate tesumption of
more normal growth in productivity. The slow-
ing of productivity gains over the last five years
has been most disappointing, and this has con-
tributed directly to the growing inflationary bias
of the present expansion. Successtul cttorts to
reverse this trend would improve greatly the
ceconomy’s potential for noninflationary expan-
sion.

In sum, fiscal policy needs to be directed in
a clear and forceful way toward the casing of
inflationary pressures. The implications of aus-
terity, sacrifice, and patience need not be mini-
mized but instead should be recognized as a
measure of our commitment in dealing with a
most difficult problem. The Federal Reserve for
its part will continue to aim monetary policy
toward a gradual unwinding ol inflation and the
maintenance of moderate cconomic growth.
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Statement by G. William Miller, Chairman,
Board of Governors of the Federal Reserve
Svstem,  before the Committee on Banking.
Housing and Urban Aflairs, U.S. Senate, Feb-
ruary 26, 1979.

The nation’s tinancial system has been under-
poing rapid change in recent years, altering the
competitive environment in banking and other
financial markets and complicating the Federal
Reserve’s ability to implement monetary policy.
These developments are well known to the
commitiee. Nonmember depositary institutions
have been growing much more rapidly  than
member banks. Transactions-type  deposit ac-
counts have become more widespread at thrift
And, n competition
among depositary institutions and between those
institutions and the open market has become
much more intense,

Increased competition enhances the efficiency
of the financial system. But, as a result, banks
have been reassessing their costs, and many have

institutions. eeneral,

become less willing to bear the high cost of cash
reserve requirements associated with being o
member of the Federal Reserve System. ‘Thus,
there has been a steady -and inoreeent years
accelerating - -decline i the proportion of bank
deposits, espectally trunsactions deposits, sub-
ject to federal reserve requirements. Moreover,
the continued development of new  transac-
tions-type deposits at nonbank depositary insti-
tutions will worsen this situation.

DEVELOPMENTS WEAKEN MONETARY
CONTROI

It is essential that the Federal Reserve maintain
adequate control over the monctary aggrepates
if the nation is to succeed in its efforts to curb
inflation, sustain cconomic growth, and main-
tain the value of the dollar ininternational
exchange markets. The aurition in deposits
subject to reserve requirements set by the Fed-
cral Reserve linkage  between
member bank reserves and the monetary aggre-

weakens  the

gates. As a larger and larger fraction of deposits
at banks becomes subject to the diverse reserve
requirements set by the 50 states rather than by
the Federal Reserve, and as more transactions

balances reside at thrift institutions, the rela-
tionship between the money supply and reserves
controlled by the Federal Reserve will become
less and less predictable, and the instruments
of monetary policy will become fess precise in
their application.

Our stafl’ has attempted 1o assess the extent
to which growth of deposits outside the Federal
Reserve System would weaken the relationship
between reserves and money. Their tentative
results are shown in chart 1, which depicts the
greater range of short-run variability in M-1 and
M-2, with a given level of bank reserves, that
would develop as the percentage of deposits
held outside the Federal Reserve rises. ! As more
and more deposits are held outside the system,
this chart suggests that control of money through
the reserve base becomes increasingly uncer-
tatn.

Ust: oF RESERVE REQUIREMENTS HAS
BEEN RESIRICTED

With the proportion of banks subject to federal
reserve requirements declining, the ability of the
central bank to use changes in reserve require-
ments as a tool of monetary policy has been
increasingly undermined. Changes in reserve
ratios not only atlect a smaller proportion of
deposits today than in the past, but the board
also must weigh the potential impact of its
actions on the membership problem-—-and hence
on its ubility to maintain monctary control over
the longer run—cach time it deliberates on the
uses of this tool. Such concerns inhibit the
board’s freedom of action to conduct monetary

policy. I reserve requirements were applied
universally, as is proposed in S. 85, adjustments
in reserve ratios to atfect the availability of
credit throughout the country or to influence
banks™ clforts concerning particular types of
deposits may again become a more viable mon-
ctary instrument. Moreover, while open market
operations in U.S. government securities cur-
rently provide the Federal Reserve with a pow-

1. The antachments o this statement are available on
request from Publications Services, Division of Support
Services, Board ol Governors of the Federal Reserve
System, Washington, D.C. 20551.
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erful policy instrument, it is possible that con-
ditions could develop in the future—such as a
less active market for U.S. government securi-
ties in a period of reduced federal budgetary
deficits—when more flexible adjustment of re-
serve requirements might become more neces-
sary to control the monetary aggregates.

AS HAS BEEN THE DISCOUNT
WINDOW

The eflectiveness of the Federal Reserve’s ad-
ministration of the discount window also has
been potentially compromised by recent devel-
opments. Membership attrition and the growth
of transactions balances at nonbank depositary
institutions have resulted in a shrinking propor-
tion of the financial system having immediate
access to the discount window on a day-to-day
basis.

The discount window, as the “‘lender of last
resort,”’ provides the payments system with a
basic liquidity backup by assuring member
banks the funds to meet their obligations. But,
if the proportion of institutions having access
to this facility continues to decline, individual
institutions could be forced to make abrupt
adjustments in their lending or portfolio policies
because they could not turn to the window to
cushion temporarily the impacts of restrictive
monetary policies. Risks that liquidity squeczes
would result in bank failures could also in-
crease. Thus, the Federal Reserve may find that
its ability to limit growth in money and credit
in order to curb inflation was being unduly
impeded because the safety valve provided by
the discount window was gradually losing its
effective coverage.

AND THE PAYMENTS SYSTEM FACES
DETERIORATION

The growth of transactions balances at institu-
tions that do not have access to Federal Reserve
clearing services also could lead to a deterio-
ration in the quality of the nation’s payments
system. Reserve balances held at Federal Re-
serve Banks are the foundation of the payments
mechanism because these balances are used for
making payments and settling accounts between

banks. Nonmember deposits at correspondent
banks can serve the same purpose, but as more
and more of the deposits used for settlement
purposes are held outside the Federal Reserve,
the banking system becomes more exposed to
the risk that such funds might be immobilized
if a large correspondent bank outside the Federal
Reserve experienced substantial operating diffi-
culties or liquidity problems. A liguidity crisis
atfecting such a large clearing bank could have
widespread damaging effects on the banking
system as a whole because smaller banks might
become unable to use their clearing balances in
the ordinary course of business. The Federal
Reserve, of course, is not subject to liquidity
risk and therefore serves, as the Congress in-
tended, as a safe foundation for the payments
mechanism.

In sum, the major functions of the Federal
Reserve System—to conduct monetary policy in
the public interest, to provide backup liquidity
and flexibility to the financial system, and to
assure a safe and eflicient payments mecha-
nism—all have been undermined by recent de-
velopments. These developments include, as
was noted carlier, attrition in Federal Reserve
membership and the spreading of third-party
payment powers to nonbank institutions.

DECLINE IN SYSTEM MEMBERSHIP

For more than 25 years, there has been a contin-
ual decline in the proportion of commercial
banks belonging to the Federal Reserve. The
downward trend in the number of member banks
has been accompanicd by a decline in the
proportion of bank deposits subject to federal
reserve requirements. As of mid-1978, member
banks held fess than 72 percent of total com-
mercial bank deposits, down about 9 percentage
points since 1970. Thus, more than one-fourth
of commercial bank deposits—and over three-
fifths of all banks—are outside the Federal Re-
serve System.

DUE 1O THE
ExCESSIVE CoST OF MEMBERSHIP

The basic reason for the decline in membership
is the financial burden that membership entails.
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Most nonmember banks and thrift institutions
may hold their required reserves in the form of
carning asscts or in the form of deposits (such
as correspondent balances) that would be held
in the normal course of business. Member
banks, by contrast, must keep their required
reserves entirely in nonearning form.

The cost burden of Federal Reserve member-
ship thus consists of the carnings that member
banks forgo because of the extra amount of
nonearning assets that they are required to hold.
Of course, member banks are provided with
services by Reserve Banks, but the value of
those services is insuflicient to close the carnings
gap between member and nonmember banks.

The board stafl estimates that the aggregate
cost burden to member banks of Federal Reserve
membership cxceeds $650 million annually,
based on data for 1977, or about 9 percent of
member bank profits before income tax. The
burden of membership is not distributed equally
across all sizes of member banks. According
to stafl estimates, the relative burden is greatest
for small banks—exceeding 20 pereent of prof-
its for banks with less than $10 million in
deposits. Further reductions of reserve require-
ments within existing statutory limits would do
little to eliminate the burden for most classes
of banks, especially for the smaller banks.

INEQuUITY OF COST BURDEN BORNE
BY MEMBER BANKS

The current regulatory structure is arbitrary and
unfair because it forces member banks o bear
the full burden of reserve requirements. Only
member banks must maintain sterile reserve
balances, while nonmember banks, which com-
pete with members in the same markets for foans
and deposits, and thrift institutions, which in-
creasingly are competing in the same markets,
do not face similar requirements. Thus, mem-
bers are at a competitive disadvantage relative
1o other depositary institutions. Among  the
major countries in the free world, only in the
United States has this legislated inequity been
imposed on the commercial banking system. It
is no wonder that member banks continue to
withdraw from the Federal Reserve.

SPREAD OF
THIRD-PARTY PAYMENT POWERS

At the same time, the spread of third-party
powers to thrift institutions is further increasing
the proportion of transactions balances outside
the control of the Federal Reserve. Commercial
banks’ virtual monopoly on transactions ac-
counts, maintained in the past because of their
ability to offer demand deposits, is being
croded. Morcover, recent financial innovations
have led to widespread use of interest-bearing
transactions accounts at both nonbank deposi-
tary institutions and commercial banks. These
developments have increased both the costs and
the competitive pressures on banks, no doubt
compelling members to reevaluate the costs and
benefits of membership and thus playing a sig-
nificant role in membership withdrawals.

The payments innovations since 1970 have
received widespread attention, and include lim-
ited preauthorized “*bill-payer™ transfers as well
as telephone transfers from savings accounts at
banks and savings and loan associations, ncgo-
tiable order of withdrawal (NOW) accounts at
practically all depositary institutions in New
England, credit union share drafts, automatic
transfers from savings deposits, and the use of
clectronic terminals to make immediate transfers
to and from savings accounts.

Growth of these transactions-related, inter-
est-bearing deposits has been most dramatic in
recent years. For example, NOW accounts in
New England have grown from practically zero
in 1974 1o 8 pereent of the region’s houschold
deposit balances in mid-1978, and one-third of
these NOW deposits are at thrift institutions.
The intense competition engendered by the in-
troduction of NOW accounts has been accom-
panicd by an acceleration of member bank attri-
tion in New England to a rate well beyond that
of the nation. This increase in member bank
withdrawals is clearly not just coincidental.

There is no sign that the intense competition
will abate. Savings accounts authorized for au-
tomatic transfer have grown rapidly at commer-
cial banks across the country since their intro-
duction November I: and in New York, NOW
accounts, which were authorized November [0
for all depositary institutions in the state, have
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been increasing vigorously. In addition, the
Federal Home Loan Bank Board has announced
its intention to authorize savings and loan asso-
ciations to offer payment order accounts, or
POAs, which are interest-bearing deposits that
can serve many of the same functions as NOWs.

These developments have caused the distine-
tions among banks and thrift institutions with
respect to the ““moneyness™ of their deposits
to become increasingly  blurred and  have
prompted the Federal Reserve to reevaluate its
existing measures of the monetary aggregates
and to propose redefinitions to reflect the
changing institutional environment. The most
basic measure of transactions balances, M-I,
clearly should include more than just currency
and commercial bank demand deposits. And the
broader aggregates should be redefined to em-
phasize distinctions by type or function of de-
posit rather than by the institution in which the
deposit is held. Changing the money measures
to reflect economic reality, including the wider
role played by depositary institutions other than
member banks in the monetary system, would
be complemented by legislation for universal
reserve requirements.

LEGISLATIVE PROPOSALS POINT IN
THE RIGHT DIRECTION

The board appreciates  the  priority attention
given by the committee to the important issues
of improving monetary control and reducing the
inequities in markets in which depositary insti-
tutions are competing. The legislative proposals
set forth by Chairman Proxmire and Scnator
Tower represent constructive approaches.  As
was indicated in the last session of the Congress,
the board prefers the universal approach of S,
85.

This bill proposes universal federal reserve
requirements by establishing reserve ratios ap-
plicable to all deposits at commercial banks and
to transactions balances at thrift institutions. The
detinition of transactions accounts includes not
only demand deposits but also the growing
number of new third-party payments accounts.
Such an approach puts all depositary institutions
of similar size on an equal competitive basis
in the market for transactions deposits. The
exemption from any reserve requirement of the

first $40 million of transactions balances at all
institutions and the first $40 million of other
deposits at commercial banks would climinate
the competitive burden of reserve requirements
on small institutions while increasing slightly
from present levels the proportion of commer-
cial bank deposits subject to federal reserve
requirements. This approach helps to assure the
continuation of the reserve structure needed for
the efticient conduct of monetary policy.

Under this legislation thrift institutions with
reservable transactions accounts and all com-
mercial banks would have access to the Federal
Reserve discount window. The Federal Reserve
could then act as a ““lender of last resort™ to
a broader class of depositary institutions and
thereby enhance the overall safety and
soundness of the depositary system, as well as
providing more flexibility to financial institu-
tions to respond to changing monctary policy.

The bill also gives all depositary institutions
access to other Federal Reserve services. With
the application of an appropriate price schedule
for such services, this action would improve the
cfliciency of the payments mechanism, which
underlies all of the nation’s cconomic transac-
tions.

But it should be emphasized that open access
to system services, desirable as it may be, is
only practicable if the membership problem is
resolved, as S, 85 does in principle. Without
resolution of the membership problem, open
access for all institutions at explicit prices would
only exacerbate the problem and lead to even
greater reduction tn the Federal Reserve’s de-
posit coverage, since services would be avail-
able to nonmembers that would not bear the
burden of sterile reserves. Thus, as Scenator
Tower has recognized in his bill, a voluntary
approach to solving the membership problem
must make it clear that the Federal Reserve has
the authority to continue (o restrict aceess 1o
system services.

But CERTAIN MODIFICA ITONS OF
S. 85 ARE DESIRABLE

The various features of S, 85 redress much of
the growing competitive inequity among finan-
cial institutions and provide a framework for
enhancing the implementation of monetary pol-
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icy. However, we believe that certain moditi-
cations are desirable in order to exploit more
fully the potential for improved monctary con-
trol offered by this approach and to strike a
better balance among the legitimate concerns
and interests of the various constituencies af-
feeted by this legislative compromise.

First, while the $40 million exemptions in this
legisfation would mean that the proportion of
deposits subject to direct Federal Reserve con-
trol would increase slightly from current levels,
we feel that there are important benefits for
monctary control in increasing that coverage
even further. ‘The board has a proposal that will
provide additional coverage and hence further
enhance monetary control, while at the same
time preserving for all depositary institutions the
carnings protection contained in S, 85.

PARTICIPA ITON IN
FEDERAL RESERVE AR
Exemprren DEPOSITS

INGS FOR

The board’s proposed moditication involves es-
tablishment of an ““carnings participation ac-
count,”” which would result in more institutions
maintaining balances at the Federal Reserve:
however, their carnings capacity would be pro-
tected because the carnings participation ac-
count would accrue interest at the rate carned
by the Federal Reserve on its portfolio of se-
curities. To reduce the recordkeeping burden,
small institutions could be excluded from having
to hold this account. This exclusion could
amount to the first 10 million of transactions
deposits at cach institution and $10 million of
other deposits at cach commercial bank.,

For banks, with respect to all deposits, and
for other depositary institutions, with respect to
transactions  deposits,  their carnings  partici-
pation account would be held against deposits
above the $10 million exclusion and up to the
amount of the exemption level, which would
be $40 million in the case of S 85, The size
of this carnings participation account for cach
deposit category would cequal the reserve ratio
applicable to deposits in this category times the
amount of deposit liabilities between $10 mil-
lion and the exemption level. To the extent that
an institution holds vault cash i excess of s
required reserves on nonexempt deposits, the

size of the earnings participation account would
be reduced correspondingly.

The return on this account would be equiva-
lent to the average return on the Federal Re-
serve’s portfolio, which includes both short- and
long-term securities. Some  years this return
might be higher than banks would earn on other
assets—-which are likely to be a combination
of loans and liquid instruments-- -and some years
less. On average, over time, there should be
little difference.

It should be noted that Senator Tower’s S.
353 does provide for establishment of an carn-
ings participation account. However, the esti-
mated cost to the Treasury of this bill is consid-
crably greater than other proposals being con-
sidered.

Yierps ExXpaANDED COVERAGE, MORE
EARNINGS PROTECTION

In a comparison of the impacts of the board’s
proposal with S. 85 and with the current reserve
system, it can be seen that the board’s modifi-
cation has the advantage of increasing  the
proportion of commercial bank transactions de-
posits covered by an account at the Federal
Reserve—-from the present 73 pereent, and
about 75 percent under S, 85, to 94 pereent.
This would be accomplished even though the
$10 million exclusion would mean that 45 per-
cent of all commercial banks, as well as virtu-
ally all thrift institutions, would not be required
to hold any account at the Federal Reserve.

It is worth emphasizing that now is the ap-
propriate time to bring transactions-type depos-
its at thrift institutions under reserve require-
ments. It will be several years, at least. before
any significant number  of  thrift  institutions
would actually have to hold noncarning reserves
at the Federal Reserve. Currently, less thun a
dozen thrift institutions have deposits in excess
of the $40 million exemption of S. 85, and all
have vault cash much greater than the reserve
requirement that would apply to such deposits.

RESERVE REQUIREMENTS

While the board does not strongly object to the
particular reserve requirement ratios specitied in
S. 85, it would, assuming the other elements
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of the proposal are adopted, prefer somewhat
lower ratios, on average. However, average re-
serve requirements on demand and time and
savings deposits at commercial banks would
provide for more equitable treatment, as thrift
institutions are not subject to any reserve re-
quirements on nontransactions deposits under
the proposed bill.

The exact set of reserve ratios that would
balance equity considerations against the loss
of Treasury revenue and the need for flexible
and effective instruments of monetary policy is,
of course, a matter of judgment. There is much
to be said for complete equality of treatment
between banks and thrift institutions with re-
spect to reserve requirements. This approach
would argue, on the one hand, for reducing
further the reserve requirements on all nontrans-
actions time and savings deposits at commer-
cial banks, even to zero. But such reductions
would be very costly to the Treasury and would
also eliminate reserve requirements on time de-
posits as a policy instrument; the flexibility to
vary those requirements has proven uscful in
the past as a means of influencing banks’ liabil-
ity management and international  flows  of
funds.

Complete equality of treatment could also be
obtained, on the other hand, by imposing the
same reserve requirements on time and savings
deposits at thrift institutions as those borne by
banks. But this has the disadvantage of being
very costly to thrift institutions, which are, in
any event, coming under carnings pressure in
the current period of relatively high short-term
interest rates.

Thus, the board beliecves that the reserve
requirement structure suggested in the House
bill proposed by Representative Reuss (H.R. 7)
may be a reasonable compromise. The board
also would not oppose an increase in the ex-
emption level to the $50 million specified in
H.R. 7, as long as the modified bill included
the establishment of an carnings participation
account. With lower reserve requirements and
a higher exemption level, more commercial
banks would cftectively be on the same footing
as the thrift institutions with which they com-
pete, in the sense that neither would be forced
to hold non-interest-earning  reserves  against
their deposits. The number of banks holding

sterile reserve balances at Federal Reserve
Banks would be sharply reduced from the cur-
rent level of 5,664 to an estimated 656 under
the board modification. This number is some-
what lower than the estimated 796 banks that
would be required to hold nonearning reserves
at Federal Reserve Banks under S. 85.

The reserve requirement structures of S. 85
and H.R. 7 are:

Deposit category Reserve ranges (percent)

S. 85 HR.7

Transactions
deposits .

12 10 14
(13 initially)

8 10 10
(9.5 initially)
Short-term time

deposits ... 410 8 3108
(6 initially) (8 initially)
Savings deposits ... 1 to § I3

(3 initially) (3 initially)

Long-term time

deposits ..o 1/2 102 1 w3

(! initially) 1 initially)

The board believes that it is particularly impor-
tant to have a somewhat lower reserve require-
ment on transactions deposits than under S. 85
50 as to minimize the incentive for institutions
to develop roundabout methods for avoiding the
requirement and thereby add to the complexity
of administering the reserve structure.,

Errectr oNn DErPOSIT COVERAGE AND
BANK EARNINGS

The board’s moditied version would provide a
greater carnings benefit to the banking system
than S. 85. A listing shows individual member
and nonmember commercial banks and mutual
savings banks that would be subject to federal
reserve requirements or would be required to
hold an carnings participation account under S,
85 as madified by our proposal. This listing 1s
similar to that part of the Committee print,
Summary of the Monetary Policy Improvement
Act of 1979, which shows the banks covered
under S. 85. Banks are added to the list under
the board’s proposal when they have deposits
above the excluded level but below the exemp-
tion level of S. 85. These added banks would
hold an carnings participation account at the
Federal Reserve and thus expand the Federal
Reserve's coverage of deposits, but they would
not hold any nonecarning required reserve bal-
ance at Reserve Banks because their deposits
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arc below the exempted level. The list shows
the amount of the earnings participation account
each institution would hold. If this amount is
zero, the bank at the end of 1977 had sufficient
vault cash in excess of its required reserves that
it would have had no carnings participation
account.

The additional institutions holding accounts
at the Federal Reserve would keep the carnings
benefit of the exemption level proposed by S.
85, since they would participate in the Federal
Reserve’s carnings on funds that they would be
required to maintain in the ecarnings participation
account. Moreover, the combination of the
higher exemptions and the different structure of
reserve ratios in the moditied bill means that
any institution required to hold sterile reserves
would have its burden reduced relative to that
of S. 85. This structure enhances the carnings
capacity of all institutions and minimizes the
competitive burden on individual institutions.,

In sum, the board proposal would have the
clear advantage of expanding significantly the
coverage  subject  to reserve  requirements,
thereby enhancing the implementation of mone-
tary policy. At the same time, it would increase
the carnings benefit for depositary institutions
over those provided in S. 85 ut a modest addi-
tional cost to the Treasury. Finally, exclusion
of the first $10 million of transactions-type de-
posits and $10 million of other deposits from
any reserve requirement would reduce the rec-
ordkeeping burden of the proposal with rela-
tively small policy impact.

TREASURY REVENUES

Based on the 1977 level of deposits and assum-
ing all the provisions of the bill had been in
effect for some time, 1t is estimated that the
provisions of S. 85 would reduce Treasury rev-
cnues by about $60 million. This estimate
allows for recapture by the Treasury through tax
payments by banks and stockholders of a portion
of the carnings benefits accruing to banks.
The  board’s would
somewhat larger impact on ‘Treasury revenues
than S. 85 but still Kkeeps the cost within rea-
sonable bounds. It is estimated that the net cost
1o the Treasury would be about $173 million.

modification have a

It must be stressed, however, that in the
absence of legislation to stop membership attri-
tion, the Federal Reserve will lose increasing
amounts of revenue over time as member banks
leave the system. Thus, after making allowance
for the loss of Federal Reserve revenues from
continued attrition that would otherwise be oc-
curring, these proposals would result in little,
if any, net cost o the Treasury in the fure.
Moreover, in the first three years after the pro-
gram is implemented, the Treasury will not
incur any loss in revenue because the Federal
Reserve intends to transfer a suflicient portion
of its carned surplus to maintain net Treasury
revenues during this period.

A series of amendments to S, 85 would
implement the various aspects of the board’s
proposed modification.

ADDITIONAL MODIFICATIONS

Another modification proposed by the board
concerns the pricing of Federal Reserve System
services. The system has already cexpended
considerable effort in formulating pricing prin-
ciples and in developing pricing alternatives for
the services we provide. A preliminary schedule
of prices for check and automated clearinghouse
services was announced last November. Price
schedules for other Federal Reserve services,
such as coin and currency services, wire
transfers, and the safekeeping of securities, are
under consideration. Although we intend to im-
plement service charges as rapidly as we can
after the membership problem is solved, we
believe that the July 1, 1980, implementation
date set in S, 85 may not afford suflicient
flexibility to develop a well-designed systeni.
An amendment would eliminate the fixed date
and thus provide the necessary flexibility. Ad-
ditional, more technical amendments pertaining
to reporting requirements, access to the discount
window, and the application of reserve require-
ments to foreign obligations of banks and con-
forming other provisions of the Federal Reserve
Act, also are attached for the committee’s con-
sideration.

Mr. Chairman, thank you for the opportunity
to present the Federal Reserve’s view on the
Monetary Policy Improvement Act of 1979,
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Statement by J. Charles Partee, Member, Board
of Governors of the Federal Reserve Svstem,
before the Committee on Banking, Housing and
Urbuan Affairs and the Committee on Govern-
mental  Affairs, U.S. Senate, February 28,
1979.

L uppreciate the opportunity to appear betore the
committees today to present the views of the
Board of Governors of the Federal Reserve
System on S. 332, This bill would consolidate
the bank supervisory tunctions of the Comp-
troller of the Currency, the Federal Deposit
Insurance Corporation, and the bank and bank
holding company supervisory functions of the
Federal Reserve into o newly created Federal
Bank Commission.

In September 1977, 1 testified for the board
in opposition to a similar bill, S. 684, before
the Senate Banking Commitiee. The board op-
posed that bill because it saw no persuasive
reasons for consolidating the three regulatory
agencies. Morcover, the board believed  that
consolidation would involve a number of dis-
tinct disadvantages that would outweigh any
likely benefits. Today we continue to oppose
ageney consolidation, as proposed in S. 332,
for essentially the same reasons.

The primary objective of bank regulation is
to maintain a safe and sound banking system.
Therefore, the best measure of the performance
of the present agency structure is the record of
banking stability in this nation over the years.
In my judgment, the record is very good. During
the last several decades there has been only one
bricef period— during and immediately following
the deep recession of the mid-1970s-—when the
banking any  significant
problems. Even then, the cflorts of the three

5)'5(0[]1 cncountered
banking agencies helped 1o contain emerging
problems so that the cconomy was not signifi-
cantly aftfected. Since then, the condition of the
banking system hus strengthened, and the prob-
lems of the mid-1970s are now largely behind
us.

This excellent record of banking stability is
certainly due in large part to good management
of American banks. But
the present agency structure has been effective.
Indeed, it s hard to argue that this navon could

it also indicates that

have compiled this enviable record of banking
stability if the present agency structure had
serious Haws.,

Proponents of agency consolidation have ar-
gued that the present statutory division of re-
sponsibilities among the three federal banking
agencies 15 complex and often overlapping.
There is, of course, some truth to this charge.
But the three agencies have worked out nu-
merous arrangements over the ycars that have
climinated most of these potential overlaps. For
example, while all three agencies have the stat-
utory authority to examine national banks, only
the Comptroller of the Currency actually does
SO,

Proponents of agency consolidation also have
criticized the three agencies for having incon-
sistent policies and procedures and have argued
that agency consolidation would end this prob-
lem. Historically, there have been differences
in ageney practices. However, in the last several
years the agencies have made a concerted ettort
to increase the consistency of agency policies
and procedures. This cffort has been spear-
headed by the Interagency Coordinating Com-
mittee, which is composed of principals of the
agencies,  and  the  Interagency  Supervisory
Committee, which is made up of top supervisory
staft of the agencies. Recent actions of these
intcragency groups have included the develop-
ment of a uniform system for rating banks, a
uniform approach for reviewing and comment-
ing on the country risk element in bank lending
abroad, a uniform sct of regulations and ¢xami-
nation procedures for ensuring compliance with
the Community Reinvestment Act, and an in-
teragency system for evaluating large shared
national credits.

In testimony beginning in the mid-1970s, the
board recommended that the Congress establish
a Bank  Examination  Council.
would formalize existing cooperative arrange-
ments among the federal banking agencies and
assure progress toward greater uniformity in

This council

examination principles, procedures, and train-
ing. Last year the Congress accepted the board’s
recommendation and established the Federal Fi-
nancial Institutions Examination Council. The
which includes  representatives
from the Federal Home Loan Bank Board and

council, also



the National Credit Unmon Administration, will
come into existence this March 10, Council
members already are working on the group’s
initial orgunization and administrative  proce-
dures, and the council will begin 1o tackle a
variety of substantive issues promptly after it
is ustablished.

The board believes that the Congress was well
advised last year 1o create the council and to
avold agency consolidation. Now that the coun-
cil is about to become operational, we urge that
the Congress give the council a chance (o per-
form.

In the board’s judgment, creation of the Fed
cral Bank Commission at the present time would
centail some  particularly  unfortunate conse-
quences. Within the fast year or so, the Con-
gress has passed a massive amount of banking
legislation. including the Financial Institutions
Regulatory Act, the International Banking Act,
and the Community Reinvestment Act. In total,
the banking legislation enacted by the 95th
Congress represents the Targest amount ol such
legislation passed by any Congress sinee the
1930s. At present, both the banking community
and the banking agencies have the sizable task
of digesting and implementing all of this com-
plex legislation. The banking ugencies, for ex-
ample, must write new regulations, design new
report forms and  establish new  enforcement
procedures. In o this hectic environment,  the
board believes that the creation of the Federal
Bank Commission-- with all of the temporary
dislocations  that  this  would inevitably -
volve—would be extremely disruptive. Such a
reorganization could impair agency operations
and adversely affect the tmplementation and
enforcement of the new legislation.

In testimony during the Tast several years, the
board has cited other problems with agency
consolidation of the sort proposed in S, 332,
Probably the greatest problem is that these bills
would break the present link between bank
supervision and monctary policy by removing
the Federal Reserve from bank supervision. In
the board™s judgment, breaking this link could
at times impair the Federal Reserve’s ability to
carry out monetary policy cffectively.

A primary objective of bank supervision is
to maintain a sale and sound banking system.

Statements to Congress 237

Supervisors normally seek o accomplish this
objective by restraining excessive risk taking by
banks. The primary objective of moncetary pol
icy is to Toster financial conditions that promote
cconomic growth, full employment, and stable
prices. The Federal Reserve seeks to accomplish
this objective through measures that influence
the pace of expansion in money and credit and
inpact on the cost and availability of funds,
While the objectives of supervisory policy and
monctary policy are diflerent, they are clearly
interrelated. For example, supervisory actions
that require banks to augment their capital posi-
tions may impact moncetary policy by slowing
the rate of growth of bank credit or reducing
the availability of bank funds to particular bor-
rowers.  Morcover,  decisions  affecting  the
structure of bank holding companics or interna-
tional banking organizations will impact oa the
performance of credit markets and the interna-
tional flow of tunds. These results, in tarn, can
influcnce how financial markets and the batance
of payments respond to monetary policy actions.

While supervisory policy can aflect monetary
policy. monctary policy can ualso have conse
quences for supervisory policy by altering the
tfinancial environment in which banks operate.
For example, a restrictive monetary policy tends
to raise interest rates, producing what may be
substantial declines m the market value of cer-
tain bank assets. Monctary policy, by restricting
the growth in money and credit, can also place
banks under liquidity pressure and adverscely
affect the financial flexibility and prospects of
certain bank borrowers. Conversely, during pe-
riods of monctary case, interest rates will tend
to dechne - putting pressure on bank  carn-
ings—while banking resources may  grow so
rapidly that bank capital ratios deteriorate. The
conduct of monetary policy thus must always
be carried out with the 1mplications for bank
performance clearly i mind.

On the basis of its experience, the board is
convinced that bank supervision and moncetary
policy are closely and inevitably linked, and that
supervisory policy and monctary policy should
not be determined m isolation. One of the vir-
tues in the existing ageney structure is that the
Federal Reserve is involved in bank supervision.
As a result, there is assurance that economic
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stabilization considerations enter into the for-
mulation of bank supervisory policy and that
bank soundness is taken into account in the
formulation of monctary policy.

The board is aware that S. 332 contains
certain provisions designed to bring about a
degree of  coordination  between  supervisory
policy and monctary policy. This would be
accomplished by permitting the Chairman of the
Federal Reserve Board 1o initiate procedures for
rulemaking or the issuance of a policy statement
whenever he determines that an action or activ-
ity of the Federal Bank Commission may have
an impact on monetary policy. ‘The proposed
statute would also allow the Chairman of the
Federal Reserve to participate in an interpreta-
tion or the commencement of an adjudication
by the commission. While these provisions in
S. 332 give recognition to the close link between
bank supervision and monetary policy, the
board seriously doubts that they would prove
to be effective.

First, §. 332 does not provide for any mech-
anism assuring that the Federal Reserve is ade-
quately and promptly informed of bank super-
visory policy actions about to be taken by the
Federal Bank Commission nor ot the banking
practices—or changes in banking practices—
with which they are intended to deal. Without
such a mechanism, the Chairman of the Federal
Reserve may not become aware of the monetary
policy implications of certain commission ac-
tions.

Sceond, even it the Chairman of the Federal
Reserve were to call for a rulemaking or policy
statement proceeding, there is no assurance that
the commission would give sufticient wei'ght 1o
monetary policy considerations. The commis-
sion would be responsible solely for maintaining
a sound banking system and would be prone
to overemphasize this public policy objective.
The tendency to downgrade monetary policy
considerations would be particularly likely if
there were no Federal Reserve Board repre-
sentation on the commission. Such repre-
sentation was provided for in the 1977 bill, but
not in S. 332. Once the link between bank
supervision and monetary policy is broken at
the policymaking level, we believe there will
be serious risk that monetary policy could be
impaired.

The major cffect of S. 332, of course, is
intended to improve the overall character and
quality of bank supervision. But it is by no
means clear to the board that agency consoli-
dation, as proposed in S. 332, would be entirely
favorable. In fact, there are a number of reasons
for believing that consolidation could have per-
VCISe CONSequences.

First, a single agency would be more inclined
to abrupt shifts in supervisory policy—shifts
that could destabilize the banking system. This
is particularly true when, as in S. 332, the
chairman is given broad independent power over
the activities of the commission’s stafl and, at
the same time, serves at the pleasure of the
President. One of the advantages of the present
tripartite system is that it contains certain checks
and balances that tend 1o guard against such
extreme shifts.

Scecond, there has been considerable concern
expressed by the Congress and others in recent
years about regulators becoming captives of the
industries that they regulate. While one should
not assume that a single bank regulatory agency
would necessarily be unduly influenced by the
banking industry, agency consolidation would
surcly tend to increase that risk.

Third, agency consolidation could result in
suppressing innovation in the banking industry.
One of the prime concerns in many regulated
industries is that the sole regulator may, by its
behavior, serve to stultify progress in the in-
dustry. In contrast, onc of the advantages of
the tripartite agency structure in banking is the
opportunity for experimentation.  Under the
present system, one regulatory agency can allow
a certain degree of experimentation in the ofter-
ing of new services. When and if it becomes
clear that such services are of real benetit to
the public and do not involve undue risks, the
new practices will inevitably spread throughout
the banking system.

Fourth, T belicve that the removal of the
Federal Reserve from bank supervision, as pro-
posed in S. 332, would adversely attect the
quality of bank supervision. As the nation’s
central bank, the Federal Reserve brings to bank
supervision a broad perspective and an in-depth
knowledge of the workings of the economy that
should not be lost in the development and con-
duct of supervisory policy.
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Proponents of the Federal Bank Commission
seem to imply that agency consolidation would
produce substantial operating efliciencies. The
board doubts that this would occur because
almost all current agency operations will still
have to be performed by the new commission
in order to maintain the present quality of bank
supervision. It should be noted that the Comp-
troller General, after reviewing the existing
structure of federal bank regulation, indicated
in his report to the Congress that a single agency
would not be likely to provide any substantial
cost savings.

As indicated carlier, the board believes the
banking agencies have made excellent progress
in coordinating their policies and procedures
over the last several years. But we also recog-
nize that there is still room for further improve-
ment in some areas, such as in the integration
of holding company and international examina-
tions. We are confident that this additional
coordination can be accomplished through the
new cxamination council and other existing or-
ganizational arrangements.

In conclusion, I would like 1o reiterate the

board’s view that passage of S. 332 would not
be in the public interest. First, the proposal
would replace the present agency structure that
has worked well for over four decades with a
single agency that would be an unknown. Sec-
ond, S. 332, by removing the Federal Reserve
from bank supervision, would break the link
between bank supervision and monetary pol-
icy—to the detriment of both. Third, the cre-
ation of the Federal Bank Commission at the
present time could seriously disrupt the imple-
mentation of the major banking legislation
passed by the previous Congress. And fourth,
though it might create the appearance of more
order on a table of organization, the proposed
Federal Banking Commission would not save
any substantial amount of expenditure, while it
would pose all of the risks that an industry-cen-
compassing superagency entails. In sum, the
board believes that the better course is o retain
the present agency structure and to give the
newly created examination council a chance to
promote the greater uniformity in examination
procedures and supervisory policy that is the
principal aim of S. 332. 11

Statement by Nancy H. Teeters, Member,
Board of Governors of the Federal Reserve
System, before the Committee on Banking.
Housing and Urban  Affairs, U.S. Senate,
March 2, 1979.

1 aimn pleased to be here today to comment on
the administration’s  proposals for improving
control over federal credit programs. T wish 1o
cmphasize that my opinions and analyses are
my own. The Board of Governors of the Federal
Reserve System has not taken a position on this
issuc. However, | have had a continuing interest
in this subject for several years. In fact, 1
personally consider the lack of unified congres-
sional control over federal credit allocation ac-
tivitics as a major loophole in the congressional
budget process.

The provision of credit assistance through
direct loans, guarantees, and other means is, of
course, a legitimate activity of the federal gov-
crnment. It has traditionally been used to pro-

vide credit to groups that would otherwise en-
counter difficulties in obtaining accommodation
and/or to enable borrowers o obtain credit at
a lower cost than they would otherwise have
to pay. During periods of credit stringency, for
example, loan guarantees have been of major
help to families purchasing homes. The credit-
related activities of the government, morcover,
have fostered many worthwhile developments
in financial markets. The equal monthly install-
ment payments of a home mortgage, for cx-
ample, are a federal innovation—one so suc-
cessful that private lenders have fully adopted
i.

It should be recognized, however, that while
federal credit programs can help promote social
objectives that have wide public support, these
benefits are not obtained without cost. The lower
interest costs paid by groups receiving credit
can, in cfiect, be viewed as a form of subsidy
provided by the government. Moreover, since
the supply of credit is not unlimited, when
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certain groups obtain credit with federal assist-
ance, other groups find it more dithicult to do
S0.

There is general agreement, | believe, that
procedures currently being followed to evaluate,
authorize, find, and account for the direcet lend-
ing and credit assistance activities of the federal
government are seriously deticient. Because of
these deticiencies, the Congress in its deliber-
ations is able to make only an imperfect assess-
ment of the relative value of individual credit
programs and is unable to consider the impact
of all such programs on the cconomy’s alloca-
tion of resources. It oft-budget’™ credit assist-
ance and preferential tax treatment were given
the same attention as direet federal expendi-
tures, for example, the extent of federal assist-
ance to particular sectors would look much
different than it does when direct loans are
considered alone. The amount of 1otal assistance
to agriculture and housing is approximately
double the volume of direet loans made to these
sectors. Moreover, the citizens of our country
are not being properly informed as to the extent
of the governmient’s involvement in credit allo-
cation.

The magnitude of federal credit activities has
become quite large in recent years, and rapid
further growth is in prospect. Altogether, louans
by fully owned federal agencies and guaranteed
loans outstanding amounted to about $315 bil-
lion at the end of the last fiscal year: just 10
years ago the level was only S150 billion. In
addition, loans held by agencies operating under
federal sponsorship totaled $127 billion at the
closc of last year, up $100 billion from the level
10 years carlier. These credit activities, more-
over, are expected o continue to grow rapidly,
with loans under all programs projected to in-
crease around $50 billion in fiscal years 1979
and 1980. Such activity is expected to account
for about one-sixth of the total net funds raised
in credit markets during these periods.

Only a small proportion of this credit activity
is recorded as outlays in the unified budget.
Loan guarantees, of course. do not involve an
expenditure of funds and are thus not reflected
in the unified budget, exeept in the cases where
appropriations are required to cover defaulied

loans. Credit extended by sponsored  credit

agencies is also not recorded in the budget since
these agencies are privately owned. However,
the liabilities issued by these agencies to finance
their operations have an implicit (and in some
cases explicit) government guarantee. And al-
though the administration is proposing to in-
clude these activities only in a credit information
system and not in the credit control system, the
Congress should take cognizance of them in the
overall evaluation of federal credit assistance.
Finally, only a comparatively small proportion
of the direct lending by fully owned agencies
of the government is shown in the budget,
because many of their activities have been
placed “"ofl budget’ by the Congress.

I am personally concerned that “"guaranteed
credit™ has been extended into new arcas that
are not necessarily appropriate. The original
uses of guaranteed credit were in the arcas of
home and farm mortgages involving large num-
bers of relatively small loans secured by a
physical asset. We now have proposals or pro-
grams to fund a large number of unsecured small
loans—such as student loans- —and other pro-
posals or programs to assist a small number of
very large loans --—such as “*synfuel.” The na-
ture of guaranteed credit or proposals for such
credit has changed markedly.

Another element that clouds the picture of
federal credit activities is the operation of the
Federal Financing Bank (FEB). The FEB uses
funds borrowed directly from the Treasury to
support the lending activites of tederal agencies
and to acquire certain types of guaranteed loans.
In carrying out this function, the FFB has suc-
cesstully performed the function it was estab-
lished to do, since it has eliminated the conges-
tion that often occurred when the agencies at-
tempted 1o finance their operations directly in
the credit markets. In the process, however, it
has reduced the accountability of federal credit
programs, because lending activities are attrib-
uted to the FEB rather than to the agency origi-
nating the transaction.,

These problems of accountability are matched
by imperfections in the congressional review
process. All credit programs, of course, have
been authorized by law and are subject o over-
sight by the Congress. In the case of some loans

made by “on-budget’ agencies, this oversight

&



is conducted annually. But for most programs
there is no annual review, and authorizations
to engage inactivities may be given for several
years. Also, limits that are set in most cases
are stated i terms of net credit extended (or
loans guaranteed) rather than m oterms of the
gross volume of such lending activity.

The proposals developed by the administra
tion to improve the way federal credit prograns
are controlled in the budget process are gener-
ally sound - my view. In particular, I strongly
support the proposal for the establishment of a
federal-credit- control system that would include
all credit activities by agencies fully owned by
the federal government. This system would be
presented by the administration and considered
by the Congress in concurrence with the regular
budget process. and thus all programs would
be subject o annual review and control. 1 also
agree that this process should set an aggregate
ceiling on all credit programs and binding -
tations on cach direct loan and loan-guarantee
program. ‘These deliberations should consider
how cach program will affect the ceiling for all
credit programs and how it will integrate with
other credit and noncredit programs designed
to accomplish specitic budget functions.

Morcover, the process of evaluation should
be made within the framework of the overall
demand for credit. Flow of Tunds statistics arce
now available, and projections ot ““tlow of
funds™ are legion- -not as pervasive as projec-
tions of gross national product, but plentiful.
This will serve to emphasize that the nation’s
credit supply has limits and will indicate the
extent to which it is used by the government,
directly or indirectly.

I also agree that a program’s gross lending
(or extension of guarantees) should be a major
concern, as well as the net increase or decrease
in total commitment in cach tunctional arca.
And the proposal that sales of loans or certifi
cates of beneficial ownership in pools of loans
should be recorded as o form of borrowing
rather than as a negative outlay is also well
advised.

[ find myscll in general agreement with most
of the administration’s other proposals. In par-
ticular, the administration has indicated that, as
part of its control system, it is considering a
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requirement that would call for FEB outlays and
budget authority to be attributed to the agency
and function where loans are originated. This
seems i sensible approach to me.

I recognize that if such an approach were
adopted, agencies may be wmpted to obtain
funds directly in the eredit markets, If this were
1o oceur, the benetits beng provided by the FIFB
in reducing ageney demands i credit markets
would be lost. Thus, it may be necessary o
develop guidelines 1o discourage agencies from
cuaranteeing obligations to be sold directly 1o
the public, if these obligations are of the same
nature as those presently being acquired by the
FER. The iclusion ot ail loan guarantee pro-
grams in the credit-control system and the im-
position ol hmitations on these programs, of
course, will reduce incentives to channel loan
cuarantees away from the FEBL Safeguards will
also have to be established to constrain agencies
from turning to other arrangements - such as
long-term Jeasing agreements and price-support
agreements-  which can be used to achieve the
same purpose as loan guarantees. The budget-
control system being prepared by the adminis-
tration does not have provisions for the estab-
lishment of such constraints, and it will thus
be necessary to develop procedures 1o achieve
this objective.

One of the adniinistration™s proposals in the
scorckeeping arca should not be adopted m my
view. Rather than continuing to include direct
lending of federal agencies in the budget. |
belicve 1t would be advisable instead o take
these loans out of the unified budget and 10
record them only in the credit-control budget.
Direct toans are not the same as other govern-
ment outlays, since financial assets are acquired
in conjunction with the dispersal of funds. In
addition, direct loans appear to have essentially
the same implications for cconomic stabiliza-
tion, resource allocation, and income  distri-
bution as do loan guarantees. In recommending
the removal of direct loans from the unitied
budget, I am, of course, assuming that coinci-
dentally the federal credit budget will be put
into place, so that there would be no loss in
scrutiny and control over these various programs
by the Congress and the administration. Cer
tainly, the direct lending programs should not
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be removed from the budget until these alterna-
tive budgetary arrangements are working.

While a broad range of questions pertaining
to the budgetary treatment of federal credit
activities are covered by the administration’s
proposals, I believe there remain important
issues that require further study. I wish to em-
phasize the great need to develop guidelines for
determining the trade-ofts between accomplish-
ing social objectives through direct outlays, on
the one hand, and through federal credit pro-
grams on the other. Similar criteria need to be
developed to provide guidance for choosing
between giving credit assistance through direct
loans or through guarantees. Because guaran-
teed loans are specifically exempt from the bud-
get control act, there has been a proliferation
of questionable **loan guarantee™ proposals and
programs.

In addition to these broad issues, there is a
need to study the appropriate budget treatment
of nonrecourse loans, such as those made by
the Commodity Credit Corporation to farmers.
Since these loans need not be repaid and in
many cases are not repaid, there is the ongoing
question as to whether these transactions should
be treated as outlays or as loans at the time the
funds arc dispersed. Similar questions as to
appropriate budgetary treatment can also be
raised in connection with other direct nonre-
course loan programs, especially toreign loans.
For example, it is {ar from clear how o account
for funds dispersed as loans under programs of
International Development Assistance and In-
ternational Security  Assistance. The ultimate
collectibility of such loans depends on interna-
tional developments, which are, of course,
highly uncertain.

Given the importance of these unanswered
questions, | believe it would be advisable to
appoint a new budget commission to study these
questions and other related issues. Such a com-

mission study would not, in my view, create
any need to delay the implementation of the
administration’s proposals. Rather, it would be
advisable to push ahcad and sct up the new
control system, and then make amendments to
this system should the commission study indi-
cate that procedures need to be augmented or
changed.

It is to be hoped that establishment of an
effective framework for appraisal, control, and
scorekeeping of federal credit programs will
lead to proper evaluation of new programs and
activities to prevent such activities from falling
outside the annual budget process. Past experi-
ence, however, suggests that the mind of man
is highly inventive in this regard. Whatever
restrictions are put on fiscal activities, or credit
allocation, ways will be found to circumvent
them. Thus, | would further recommend that
the Congress fully consider the advisability of
establishing formal rules o require the recon-
vening, at regular intervals, of a budgetary
comumission to review conceptual and measure-
ment problems that may have developed with
respect to the unified budget and the credit
budget.

Allocation of credit either directly through
government Joans or indirectly by federal guar-
antees (regardless of whatever inventive name
is applied) falls between the traditional concepts
of “fiscal™™ and “*monetary’” policy. It is a gray
arca between the two. The decision, | believe,
is basically a fiscal one, but if the amount of
priority credit assigned is too large a part of
the total available supply of funds, there inevi-
tably will be impacts on general interest rates
and the conduct of monetary policy. Clearly the
allocation of credit on better-than-market terms
is a federal activity that creates a preferred status
for certain groups in the credit market. Govern-
ment has a responsibility to make sure that this
activity is serving the public interest. Ll

Statement by J. Charles Partee, Member. Board
of Governors of the Federal Reserve System,
before the Subcommittee on Domestic Monetary
Policy of the Committee on Banking, Finunce
and Urban Affairs, U.S. House of Repre-
sentatives, March 5, 1979.

I appreciate the opportunity to appear today to
comment for the Board of Governors of the
Federal Reserve System on the two bills the
subcommittee is considering that deal with the
authority of the U.S. Treasury to borrow di-
rectly from the Federal Reserve System. H.R.
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2281 would extend the existing authority for
five years. H.R. 421 would substitute instead
a new authority that permits the Treasury to
meet its emergency cash needs by borrowing
securities from the Federal Reserve for resale
in the secondary market.

Last June 1 met with this committee to explain
why the board strongly supported a bill then
being considered, which was similar to H.R.
2281 in that it called for a simple extension of
the system’s existing authority to purchase U.S.
government obligations directly from the Treas-
ury in amounts up to $5 billion. Because the
board’s view on this issue has not changed, |
would like to resubmit that carlier testimony for
the record.! The major points offcered then re-
main equally applicable today.

Since the Treasury now often relies on short-
dated cash management bills to cover low points
in its cash balance prior to key income tax
payment dates, the direct-borrowing authority
of the Treasury has come to be used only
infrequently. In fact, since 1975, the authority
has been activated only once. The Treasury had
made more use of the facility in carlier years,
usually to offset cash drains just before funds
were available from quarterly income tax pay-
ments. But the direct-borrowing authority is still
important as a standby facility to be used in
emergency  situations. Such an  arrangement
provides assurance that the Treasury will be able
to honor its commitments without delay if un-
expected developments suddenly shrink its cash
holdings. The Treasury, at its own initiative,
can quickly arrange to borrow from the Federal
Reserve, even on the same day of the request.

It continues to be the judgment of the board
that this dircct-borrowing authority has func-
tioned well whenever needed and that the facil-
ity contains prudent safeguards and limits. In
addition to the $5 billion limit on drawings
contained in the legislation, the Federal Open
Market Committee (FOMC) has imposed an
operating ceiling of $2 billion on purchases that
can be made by the manager of the System
Open Market Account without special authori-
zation from the FOMC.

H.R. 421 would substitute a more claborate

1. FEperal Reserve Buti kN, vol. 64 (July 1978), pp.
542 43.

technique for providing the Treasury with funds
in the event of an unexpected need. In such
instances, this alternative proposal would permit
the Treasury to borrow securities from the Fed-
eral Reserve for reselling into the open market.
The Treasury would be required to repay the
borrowed securities within six months. The bill,
as now written, does not limit the amount of
securities that could be borrowed, nor does it
specify whether the value of the securities bor-
rowed would represent an addition to the public
debt—two issues that require clarification. We
assume that it is not the intent of the bill to
give the Treasury a way of circumventing the
federal debt ceiling through large-scale borrow-
ing and resale of securities from the Federal
Reserve's portfolio. And we are concerned
about the apparently open-ended grant of power
to the Secretary of the Treasury to borrow
securities from the Federal Reserve without
prior consultation or approval from the FOMC.

Even after these questions are resolved, how-
ever, the proposed alternative to the direct bor-
rowing authority does not appear as desirable
as the present arrangement. Since Treasury
cash-management bills can be announced, of-
fered, and delivered within a few days under
present debt management procedures, what the
Treasury appears to us to need in addition is
a backstop facility that permits it to acquire a
sizable volume of funds immediately without
resort to the market.

If the Treasury were to meet such needs by
borrowing securitics from the Federal Reserve
and then reselling them in the market, it might
well be forced to pay a substantial premium over
its usual borrowing rate. The action would
probably take market participants by surprise
and might have to be accomplished fairly late
in the day. In highly unsettled market circum-
stances, morcover, the Treasury could find it
difficult or impossible to sell all of the securities
needed. We understand that the -objective of the
bill is to insure that Treasury borrowing always
be subjected to the discipline of the market.
While the board endorses such a concept as a
general rule, in emergency cases of the sort
contemplated here, that test could well be abnor-
mally unfavorable and not in the public interest.

The existing direct-borrowing authority of the
Treasury was cstablished in 1942 when wartime
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financing required that the federal government
raise cnormous volumes of funds through se-
curities markets. ‘The authority was needed to
provide assurance that the Treasury at all times
could meet its expanding obligations. Under any
future conditions of national emergency occa-
sioned by war or natural disaster, the ‘T'reasury
might again face unanticipated needs for imme-
diate funds at a time when sceurities markets
are in general disarray. While the Congress
probably would be in a position to reestablish
an emergency-borrowing authority quickly in
such circumstances, it seems far more efticient
to maintain the existing standby  direct-borrow-

ing procedures in order to assure the Treasury
the capacity to finance--for at least a limited
period—without the necessity of such congres-
stonal action.

the board need o

introduce a new mechanism for the Treasury to

In conclusion, sees no
ratse temporary funds since the present direct-
borrowing authority has functioned effectively.
Instead, we believe that the Federal Reserve
System should be empowered to continue [end-
ing directly to the Treasury under the carcfully
drafted constraints of the current authority. Ia-
vorable action on H.R. 2281 will achieve this
objective, and the board endorses the bill,



Announcements

REGUILATION O: AMENDMENT

The Federal Reserve Board on March 6, 1979,
issued a tinal regulation implementing new sec-
tion 22(h) of the Federal Reserve Act, a part
of Title T of the Financial Institutions Regulatory
and Interest Rate Control Act of 1978 (FIRA).
Regulation O (Loans to Exccutive Oflicers of
Member Banks) applies to all member banks
of the Federal Reserve System, including all
national banks.

The board said that because the final regula-
tion differs in some important respects from the
proposed regulation issued for public comment
on December 28, 1978, an additional 60-day
comment period will be allowed.

Section 22(h) applies to loans by a member
bank to the exccutive oflicers, directors, and
principal shareholders of (1) the member bank,
(2) the member bank’s parent bank holding
company, and (3) any other subsidiaries of the
parent bank holding company. A principal
sharcholder™ of the bank is defined as any
individual or company that controls more than
10 percent of any class of voting shares of the
bank (I8 pereent in certain circumstances).
Section 22(h) also applies to related interests
of bank officials. Related interests are compa-
nics controlled by, and political or campaign
committees controlled by or benefiting, bank
ofticials.

Sccuon 22(h) establishes the following four
requirements for loans by member banks to bank
officials or their related interests:

I. An aggregate lending limit of 10 percent
of the bank’s capital and surplus on loans (sub-
ject to certain exeeptions) to any of its executive
oflicers or principal sharcholders and their re-
lated interests.

2. Prohibition of payment by the bank of an
overdraft by an executive oflicer or director.

3. A requirement that every extension of
credit by the bank to a bank official or o a
related interest be made on substantially the

same terms as those prevailing at the time for
comparable transactions with other persons not
associated with the bank and not involve more
than the normal risk of repayment or present
other unfavorable features.

4. A requirement that every extension of
credit by the bank to a bank official or any
related interest that would exceed $25,000 in
the aggregate be approved in advance by a
majority of the bank’s entire board of directors,
with the interested party abstaining.

The board’s proposed regulation to tmple-
ment section 22(h) was issued on December 28,
1978, and the comment period expired on Jan-
uary 29, 1979. More than 200 letters of com-
ment were received.

Significant changes from the proposed regu-
lation arc:

1. A rebuttal presumption of control is in-
cluded in addition to a definition of control.

2. A member bank’s loans to its parent bank
holding company or the nonbank subsidiaries
of the holding company are cxcluded from the
10 pereent lending limit of section 22(¢h), since
such loans are currently subject to a 20 percent
limit under section 23A of the Federal Reserve
Act.

3. The requirement for prior approval by the
board of directors of lending to bank ofticials
may be satisfied when the extension of credit
Is made under a line of credit previously ap-
proved by the board.

4. Capital and surplus of & member bank for
purposes of determining lending limits is de-
fined to include subordinated notes and deben-
tures.

5. Inadvertent
amount that are outstanding for a short period
of time have been excluded from the overdraft
prohibition.

6. Term loans (including residential mort-
gage loans) made prior to March 10, 1979, have
been exempted from the deadlines for compli-

overdrafts  of  a  nominal
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ance with the lending limit and may be repaid
in accordance with their original repayment
schedules.

In any enforcement action under section 22(h)
during the first 60 days of the statute’s effec-
tiveness, the agencies will consider the com-
plexities of the statute and the brief period of
time between publication of the regulation and
March 10, 1979. The agencies have adopted this
policy in recognition of the fact that some may
inadvertently violate the regulation before they
have developed procedures for compliance with
the amended Regulation O.

REGULATION Y: AMENDMENT

The Federal Reserve Board on February 26,
1979, announced an amendment to its Regula-
tion Y (Bank Holding Companies) to permit
bank holding companies to sell money orders,
travelers checks, and U.S. savings bonds to the
public at their nonbank oftices. The Board of
Governors fixed a maximum face value of
$1,000 on the money orders sold at offices of
bank holding companies and their subsidiaries.
At the same time, it declined to adopt an
amendment that was earlier proposed that would
have permitted bank holding companies to sell
variable-denominated instruments and financial
management courses. The board announced that
it would consider specific proposals by bank
holding companies to furnish consumer-oriented
financial management courses on a case-by-case
basis.

In a related action the board announced its
approval of an application by Citicorp, New
York, to sell money orders, travelers checks,
and U.S. savings bonds and to provide con-
sumer-oriented financial management courses at
eight offices in Utah of its subsidiary, Citicorp
Person-to-Person Financial Centers.

REGULATION V: REVISION

The Federal Reserve Board simplitied its Regu-
lation V (Loan Guarantees for Defense Produc-
tion), consolidated related rules into the regula-
tion, and revised the interest rate and guarantee
fee structures applying to such defense produc-
tion loans, effective February 12, 1979.

The board had invited public comment,

through April 30, 1979, as to whether the V-
loan program should be restructured or elimi-
nated. The current revision of Regulation V is
based on the existing regulation pending a deci-
sion about the V-loan program.

Regulation V grew out of a program begun
in World War 11 to facilitate production or other
operations for national defense. The Federal
Reserve acts as fiscal agent and also sets the
maximum rate of interest to be charged by a
financing institution and establishes the fees to
be charged by government agencies for making
guarantees.

Before issuing its revised regulation, the
board had requested and received comment from
the government agencies guaranteeing loans.
The revised regulation takes account of these
comments.

The revision of Regulation V is part of a
review of all Federal Reserve regulations to
determine whether a regulation, in whole or in
part, is required by law; to assess the costs and
benefits of each regulation; to ascertain if there
are more desirable nonregulatory alternatives;
to determine whether the board’s regulations
should be simplified; and to consider whether
to make recommendations to the Congress for
modernizing changes in the statutes underlying
Federal Reserve regulations.

The principal elements of the revision of
Regulation V are:

1. Simplification and streamlining of the lan-
guage.

2. Consolidation into the regulation of ad-
ministrative rules not previously available in
published form.

3. A change in the maximum rate of interest
that a financing institution may charge for a
V-loan, from a fixed maximum rate (7% per-
cent) to the rate the institution currently charges
its most creditworthy business customers for
loans of comparable maturity (unless the gov-
ernmental guarantor decides that a particular
loan bearing a higher rate of interest is necessary
for national defense purposes).

4. Modification of the scale used for calcu-
lating the fee that a guarantor may charge for
guaranteeing a loan. The guarantee fee runs
from 10 percent of the base interest rate (the
rate used for calculating guarantee fees) for the
guaranteed portion of a loan of which 70 percent
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or less is guaranteed, to 40 to 50 percent of
the base interest rate on a loan of which 95
percent or more is guaranteed. The base interest
ratc is sct by the guarantecing agency and is
to be 6 percent or more; previously, it was a
flat 6 percent. The base rate may not be varied
from borrower to borrower. For example, for
a V-loan that is 70 percent guaranteed and that
has a base interest rate of 10 percent, the
guarantor could charge a fee of 1 percent of
the interest on the guarantecd part of the loan.

The use of V-loans has declined from a peak
at the end of 1952 of $979 million outstanding
of loans, of which a portion was guaranteed,
to $1 million outstanding at the end of 1978;
current authorization is for $30 million. Only
six new V-loans have been made since 1971.

In the light of this record, the board said:
These facts suggest that the loan guarantee pro-
gram may have outlived its usefulness. Morcover,
there may be more efticient or cconomical means
of performing both guarantecing and fiscal agency
functions. For these reasons, the Board might
consider recommending legislative  or  other
changes in the V-loan program.

The board noted also that the Defense Pro-
duction Act authorizing the program will expire
on September 30, 1979, unless extended by the
Congress.

CRA ANSWERS

On January 8, 1979, the four federal finan-
cial institutions regulatory agencies responsible
for enforcing the Community Reinvestment Act
(CRA) issued a staff paper to answer frequently
received inquires about the act, the implement-
ing regulations, and the CRA examination pro-
cedures.! They noted additional questions and
answers would be forthcoming, and on March
1, 1979, issued those questions and answers.
As stated in the January 8 paper, the answers
to these commonly asked questions *‘should not
be regarded as official interpretations. Theit
purpose is solely to be helpful to financial insti-

' The government agencies supervising federally insured
depositary institutions are as tollows: Federal Home Loan Bank
Board (supervisor of savings and loan associations and savings
and loan holding companies); Federal Deposit Insurance Cor-
poration (supervisor of state chartered commercial and mutual
savings banks that are not members of the Federal Reserve
System); Comptroller of the Currency (supervisor of national
banks); and Federal Reserve Board (supervisor of state-char-
tered member banks and of bank holding companies).

tutions and the public by providing useful back-
ground information. . . . [Flinancial institutions
should focus on the spirit of the legislation and
try to avoid narrow, legalistic interpretations of
the legislation or the regulations.’

The first set of questions and answers pro-
vided staft guidance on the subjects of commu-
nity delineation, contents of CRA statements,
CRA public notices, and maintenance of files
of public comments and recent CRA statements.
The second set provides statl guidance on as-
sessment of institutions records of performance
under the CRA, agency encouragement of insti-
tutions under CRA, available sanctions under
CRA, and impact of CRA on holding companies
and their affiliates.

CHANGE IN MMC RULEs

A change in the rules under which financial
institutions issue six-month money market cer-
tificates was announced on March 8, 1979, by
federal regulators.

The changes, which went into effect March
15, 1979, will:

L. Prohibit the use of compounding on
money market certificates (MMCs) issued on or
after March 15 by insured commercial banks,
savings banks, savings and loan associations,
and credit unions.

2. Eliminate the 1/4 point interest differential
on MMCs between thrift institutions and com-
mercial banks when the ceiling rate is 9 percent
or more. The full differential will be in eflect
when the ceiling rate is 8% percent or less.
When the six-month bili rate is between 8% and
9 percent, thrift institutions may pay a maxi-
mum 9 percent while commercial banks may
pay up to the actual discount rate for six-month
bills.

These actions were announced jointly by the
four regulatory agencies, with each taking appro-
priate regulatory action after consultation with
the interagency coordinating committee that in-
cludes representatives of each agency and the
U.S. Treasury Department. The agencies are ac-
tively reviewing the terms on other types of de-
posits with a view toward providing improved
savings opportunities for the small saver.

The action taken is in further support of
eftorts to restrain inflation. The changes are
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designed 1o reduce somewhat the cost of money
market certificates and to moderate the flow of
funds into thrift institutions in the current infla-
tionary environment. While this action will af-
fect the savings flows of thrift institutions, it
will permit them to continue to remain compet-
itive in attracting funds for housing. It will help
reduce cost pressures on such institutions and
over the longer run assure continued avatlability
of mortgage credit.

MMCs were created last June 1 to help
maintain a tlow of funds into the mortgage
market. At the end of January, $104.4 billion
in such certificates were outstanding. MMC's are
issued in minimum denominations of $10,000
with a 26-week maturity. The maximum rate
of interest that may be paid on MMCs is tied
to the discount rate (auction average) for six-
month Treasury bills.

At present, the ceiling rate for banks on
MMCs is equal to the Treasury bill rate. The
ceiling for thrift institutions s 1/4 of a percent
higher.

As of the end of January, $55 billion in
MMCs were outstanding at savings and loan
associations (12.9 percent of total deposits);
$31.9 billion at commercial banks (7.9 percent
of small-denomination time and savings depos-
its); $17.5 billion at mutual savings banks (12.3
percent of deposits): and $0.6 billion at credit
unions (about | percent of deposits). Without
this action, further substantial increases in these
percentages could have been anticipated.

Under the change, institutions may advertise
an annual cffective rate of interest for MMCs
based upon reinvestment after six months of
both principal and interest, if the ads comply
fully with guidelines that were previously is-
sued. Advertisements must also state that fed-
eral regulations prohibit compounding of inter-
est.

PROPOSED ACTIONS AND
WITHDRAWAL OF PROPOSAL

The Federal Reserve Board on February 14,
1979, proposed amendments to its regulations

governing corporations engaged in international
banking and financial operations, known as
Edge corporations. These amendments are de-
signed to implement section 3 of the Interna-
tional Banking Act of 1978.

The board also proposed a series of amend-
ments to its regulations governing the interna-
tional operations of U.S. banks. The proposals
would consolidate existing regulations in this
area and would formalize a number of board
policy positions that have previously been de-
veloped on a case-by-case basis. Comment will
be received until April 15, 1979,

The Federal Reserve Board and the Federal
Deposit Insurance Corporation  published for
comment on March 8, 1979, proposed regula-
tions to implement the Financial Institutions
Regulatory and Interest Rate Control Act of
1978 (FIRA). Titles VIII and 1X of the Federal
Reserve  proposed  regulation  applies  to - all
member banks, including national banks. Com-
ments must be received by April 20, 1979.

The Federal Reserve Board withdrew  on
March 8, 1979, a proposed Statement of Cus-
tomer Rights under the Right to Financial Pri-
vacy Act of 1978. The board acted after Con-
gress on March 7 repealed a section of the act
that would have required tinancial institutions
to notify their customers of privacy rights.

SYSTEM MEMBERSHIP:

ADMISSION OF STATE BANKS

The following banks were admitted to member-
ship in the Federal Reserve System during the
period February 16 through March 15, 1979:

Floridu

Miami ............Sunset Commercial Bank
Utah

Salt Lake City ........ Western Home Bank
Virginia

Covington ....................Stle Bank of

the Alleghenies

Forest ......... Community Bank of Forest
Washington

Seattle ............. Liberty Bank of Seattle
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Statutes, regulations, interpretations, and decisions

AMENDMENIS 1O
ReGuUiATION 1) AND REGUILATION M

The Board  of
amendment which transfers provisions regarding
reserve  requirements for foreign  branches  of
member  banks  from Regulation M (FForeign
Activities of National Banks) to Regulaton D
(Reserves of Member Banks).

Etfective February 14, 1979, Section 213.7 of
Regulation M is deleted. Section 204.5 of Regu-
lation D) is amended by adding the following

Governors has  adopted  an

subsections:

Section 204.5  Reserve Requirements.

= H

(d) Forcign branch rransactions with parent
bank. During cach week of the Tour-week period
beginning May 22, 1975, und during cach wecek
of cuch successive four-week (maintenance’™)
period, a member bank having one or more foreign
branches shall maintain with the Reserve Bank of
its district, as a reserve against its foreign branch
deposits, w daily average balunce equal to zero per
cent of the daily average total of

(1) net balances due from its domestic offices
such branches, and

(2) asscts (including  participations) held by
such branches which were acquired from its do-
mestic offices (other than assets representing credit
extended to persons not residents of the United
States), during the four-week computation period
ending on the Wednesday fitteen days betore the
beginning of the maintenance period.

(¢) Foreign branch credit extended 1o United
States residents. During cach week ol the four-
week period beginning May 22, 1975, and during
cach week of cach successive four-week mainte-
nance period, o member bank having one or more
foreign branches shall maintain with the Reserve
Bank of its district, as a reserve against its foreign
branch deposits, a daily average bualance, equal
to zero per cent ol the daily average credit out-
standing from such branches to United States resi

dents ' (other than assets acquired and net bal-
ances due from its domestic oftices) during the
four-week  computation  period ending  on  the
Wednesday tifteen days before the beginning of
the maintenance period: Provided, That this para-
graph does not apply to credit extended (1) in the
aggregate amount of $100,000 or less to any
United States resident, (2) by a tforeign branch
which at no time during the computation period
had credit outstanding to United States residents
exceeding $1 million, (3) to cnable the borrower
to comply with the requirements of the Oftice of
Foreign Direct Investments, Department of Com-
meree,'! (4) under binding commitments entered
into betore May 17, 1973, or (5) to an institution
that will be maintaining reserves on such credit
under subsection (¢) of this section or § 211.3(g)
of Regulation K.

AMENDMENT 10 REGULATION 'Y

The Board of Governors has  adopted  an
amendment to Regulation 'Y 1o add the sale of
money orders, travelers checks, and U.S. savings
bonds 10 the list of those activities permissible for
bank holding companices.

Etfective April, 2, 1979, scction 225.4(a) is
amended by adding the following new paragraph
(13) immediately following § 225.4(a)(12):

Section 225.4-—Nonbanking Activities

(a) Activities closely related to banking or
managing or controlling banks.

oy Any individual residing (at the ume the credit is
extended in any State of the United States or the District of
Columbia: (b) any corporation, partnership, association or
other entity organized therein ot any other entity wherever
organized. Credit extended to a toreign branch, office, subsidi
ary . afliliate or other foreign establishment (“foreign affiliate™)
controlled by one or more such domestic corporations will not
be deemed to be credit extended 1o w United States resident
it the proceeds will be used i its toreign business or that
ot other foreign afliliates of the controlling domestic corpora-
non(s).

" The branch may in good taith rely on the borrower’s
certification that the funds will be so used.
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* * * * *

{13) The sale at retail of money orders having
a face value of not more than $1,000 and
travelers checks and the sale of U.S. savings
bonds.

REVISION OF REGUILATION V

The Board of Governors has revised its Regula-
tion V (Loan Guarantees for Defense Production)
to simplify and consolidate the board’s rules con-
cerning the V-loan program in accordance with
its Regulatory Improvement Project.

Comments should be submitted in writing to be
received by April 30, 1979, and should be sent
to the Secretary of the Board, Board of Governors
of the Federal Reserve System, Washington, D.C.
20551. They should include the Docket No.
R-0201.

Eftective February 20, 1979, Regulation V is
revised to read as follows:

Part 1505—
Loan Guaruntees for Defense Production

Sce.

1505.1 Authority, purpose, and scope.

1505.2 Processing of loan guarantee applica-
tions.

1505.3 Federal Reserve Bank fees and charges.

1505.4 Maximum rate of interest, guarantee
fees, commitment fees, and prepayment pen-
alties.

Section 1505. 1—
Authority, Purpose, and Scope

(a) Authority. This Part comprises the regula-
tions of the Board of Governors of the Federal
Reserve System (referred to in this Part as the
“"Board ™) issued pursuant to Executive Order No.
10480 (3 CFR 1949-53 Comp., p. 962; reprinted
as amended following 50 App. U.S.C. 2153
(1970)) (referred to in this Part as the *Order’),
implementing the Defense Production Act of 1950
(50 App. U.S.C. 2061 ¢t seq. (1970)) (referred
to in this Part as the "“"Act’).

(b) Purpose and Scope. The purpose of the Act,
the Order, and this Part is to facilitate the financing
of contracts or other operations deemed necessary
to national detense production. This Part applies

to private financing institutions, located in the
United States or in any of its Territories or pos-
sessions, that make loans for defense production
that are guaranteed by the federal departments or
agencies designed by the Act or Order* (com-
monly referred to as **V-loans'™).

Section 1505.2—
Processing of Loan Guaruntee Applications

(a) Submission of upplications. Any private fi-
nancing institution may submit to the Federal
Reserve Bank of its District an application for a
guarantee of a loan to a borrower determined to
be eligible in accordance with the provisions of
paragraph (b) of this section. The application form
is available through the Federal Reserve Bank.

(b) Determination of eligibility of borrower. To
be eligible for a V-loan, a borrower must be
seeking financing for a contract, subcontract, or
other operation deemed by the appropriate guran-
teeing federal department or agency o be neces-
sary to expedite production and deliveries or serv-
ices under a Government contract for the procure-
ment of materials or the performance of services
for the national defense. A determination that the
borrower is eligible shall be made by the guaran-
teeing department or agency on the basis of infor-
mation contained in the loan guarantee application
and any further information that it needs. No loan
shall be guaranteed until that determination is
made.

(¢) Lender’s rates and fees. No application for
a loan guarantee shall be considered where the loan
agreement is inconsistent with the rate of interest,
guarantee fees, commitment fees, and prepayment
penalties prescribed by the Board in section 1505.4
of this Part (the Supplement).

(d) Consideration of applications. Each appli-
cation by a financing institution shall be subject
to approval by the guaranteecing department or
agency or, to the extent that the department or
agency prescribes, by the Federal Rese ve Bank
to which the application is submitted.

(1) If a guaranteeing department or agency is
to decide the application, the Federal Reserve
Bank shall make a recommendation for action on
the application before the department or agency
acts. The Federal Reserve Bank shall transmit the

*The names of the federal departments or agencies may be
obtained from any Federal Reserve Bank.
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application and its recommendation, together with
all necessary supporting information, through the
Board to that department or agency. If the depart-
ment or agency approves the application and
transmits its authorization through the Board on
the Board’s standard form, the Federal Reserve
Bank, acting as fiscal agent of the United States
on behalf of the department or agency, shall exe-
cute and deliver the guarantee (Board's standard
“*V-Loan Guarantee Agreement’” form) to the
applicant in accordance with the terms of the
authorization.

(2) If a Federal Reserve Bank is to decide the
application, it shall do so without submitting the
application to the guarantecing department or
agency for prior approval; but the application shall
be subject first to the department’s or agency's
determination of the borrower’s cligibility. If the
Federal Reserve Bank approves the application,
it shall execute and deliver the guarantee (Board’s
standard **V-Loan Guarantee Agreement™” form)
1o the applicant and promptly notify the depart-
ment or agency.

(¢) Buasis of Federal Reserve Bank decision. In
making a recommendation or deciding an applica-
tion as described in paragraph (d) of this section,
a Federal Reserve Bank shall consider whether the
financing arrangements atlord the guaranteeing
department or agency the best available protection
against possible financial loss consistent with ob-
taining national defense production expeditiously.

(fy Federal Reserve Bank liability. In arranging
for or making any guarantee on behalf of any
guaranteeing department or agency, no Federal
Reserve Bank shall have any responsibility or
accountability except as fiscal agent.

(g) Other forms and procedures. From time to
time the Board, after consulting guaranteeing
departments or agencies, may prescribe other
forms and procedures related to the V-loan pro-
gram. These forms and procedural rules are to be
made available through the Federal Reserve
Banks.

Section 1505.3—
Federual Reserve Bank Fees and Charges

Each Federal Reserve Bank shall be reimbursed
by each guaranteeing department or agency in the
usual manner for all expenses and losses incurred
by the Reserve Bank in acting as agent on behalf
of the department or agency. Regardless of any
other provision of law, such expenses shall include

attorneys’ fees and expenses of litigation. If a
Federal Reserve Bank advances its own funds to
purchase a guaranteed portion of a loan, when
authorized to do so as fiscal agent by the guaran-
teeing department or agency, it shall charge inter-
est on its advances at the current regular discount
rate.

Section 1505.4—
Maximum Rate of Interest, Guarantee Fees,
Commitment Fees, and Prepayment Penalties

The Board of Governors of the Federal Reserve
System prescribes the following charges for loans
guaranteed pursuant to the Defense Production Act
of 1950 (**V-loans™'):

(a)y Maximum rate of interest. The maximum
rate of interest that a financing institution may
charge a borrower for a V-loan is the rate that
institution currently charges its most creditworthy
business customers for loans of comparable ma-
turity, unless the guaranteeing department or
agency determines that the particular loan at a
higher rate of interest is necessary for the purposes
of the Defense Production Act of 1950.

(b) Guarantee fees. The schedule of tees for
guaranteeing V-loans is as follows:

Guarantee Fee
(Percentage of
interest payable

Percentage by borrower
of Loan on guaranteed
Guaranteed portion of loan)

70 or less 10
75 15
80 20
85 25
90 30
95 35
Over 95 40-50

In any case in which the rate of interest on the
loan exceeds 6 per cent, the guarantee fee shall
be computed as though the interest rate were 6
per cent. However, at its discretion, a guaranteeing
department or agency may increase the 6 per cent
ceiling rate to a higher rate (not to exceed the
actual rate of interest charge); but if it does so,
the policy in this regard must be applied consist-
ently with respect to all applications received while
the policy is in effect.

(¢) Commitment fees. Any commitment fec
charged a borrower for a V-loan shall not exceed
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Y2 of 1 per cent per annum, based on the average
daily unused balunce of the maximum principal
amount of the loan. That fee may not begin to
accrue prior to the date on which the committed
funds are first available to the borrower according,
to the terms of the loan agreement or other sunilar
financing arrangement. In any such case, the fi-
nancing institution shall pay to the guarantecing
department or agency, a percentage of the com-
mitment fee (1) based on the guaranteed portion
of the loan, and (2) equal to the percentage of
the interest on the loan that 1s payable as a guar-
antee fee by the financing institution.

(d) Prepayment penalties. (1) In the case of a
V-loan made primarily for working capital pur-
poses, a financing institution may not charge a
penalty for prepayment of the loan but may recover
out-of-pocket expenses.

(2) Inthe case of a V-loan made for the purpose
of tinancing expansion, provision for a prepayment
penalty may be made in the loan agreement if all
of the following conditions are met:

(1) the loan has a maturity of 5 ycars or more;

(i) the prepayment penalty shall not exceed the
rate of interest to be paid by the borrower uccord-
ing to the terms of the loan;

(1ii) provision is made for a graduated decrease
in the prepayment penalty as the loan approaches
maturity; and

(1v) the loan agreement explicitly provides that
the prepayment penalty shall not be applicable in
the event the loan is refinanced by or consolidated
with another loan that is made or guaranteed by
the federal government or any of its agencies.

AMENDMENTS TO RULES REGARDING
PuBiic OBSERVATION OF MEETINGS

The Board of Governors of the Federal Reserve
System has amended its regulations relating to
public observation of meetings to retlect its current
policy of (1) making available copies of staft
documents underlying board discussion of agenda
items to persons attending open meetings; (2)
making available to the public electronic record-
ings of open board meetings: and (3) providing
a mailing list of persons who wish to be notified
personally and in advance about open Board
meetings. In addition, the amendments  would
provide procedures for requests that the board
open to the public a previously announced closed
meeting.

Effective February 26, 1979, section 12 CLF.R.
261b.4 1s amended and section 261b.8(1) is added
to read as follows:

Section 261b.4—
Meetings Open to Public Observation.

(a) Exceptas provided in section 261b.5 of this
Part, every portion of every meeting of the agency
shall be open to public observation.

(b) Copics of stall documents considered in
connection with agency discussion of agenda items
for a meeting that is open to public observation
shall be made avaitable for distribution to members
of the public attending the meeting, in accordance
with the provisions of 12 C.F.R. Part 261.

(¢) The agency will maintain a complete elec-
tronic recording adequate to record fully the pro-
ceedings of ¢ach meeting or portion of u meeting
open to public observation. Cassettes will be
available for listening in the Freedom of Informa-
tion Othice, and copies may be ordered for $5 per
cassette by telephoning or by writing Freedom of
Information Otfthice, Board of Governors of the
Federal  Reserve  System,  Washington, D.C.
20551.

(d) The agency will maintain mailing lists of
names and addresses of all persons who wish to
receive copies of agency announcements of meet-
ings open to public observation. Requests for
announcements may be made by telephoning or
by writing Freedom of Information Oftice, Board
of Governors of the Federal Reserve System,
Washington, D.C. 20551.

Section 261b.8 -Meetings Closed to
Public Observation Under Regular Procedures.

* *® * * *

(f)y Any person may request in writing to the
Secretary of the Board that an announced closed
meeting, or portion of the meeting, be held open
to public observation. The Secretary, or in his or
her absence, the Acting Secretary of the Board,
will transmit the request to the members of the
Board and upon the request of any member a
recorded vote will be taken whether to open such
meeting to public observation.
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BANK HOIL.DING COMPANY
AND BANK MERGER ORDERS
ISSUED BY 11E BOARD OF (GOVERNORS

Orders Under Section 3
of Bank Holding Company Act

Corning lovestunent Company, Ine.,
Atchison, Kunsas

Order Approving
Formation of a Bank Holding Company

Corning Investment Company, Inc.. Atchison,
Kansas, (*"Applicant™™) has applicd for the board’™s
approval under § 3t of the Bank Holding
Company Act (12 U.S.C.§ 1842¢0(1) of forma-
tion of a bank holding compuany through acquisi-
tion of 80 pereent or more of the voting shares
of The Farmers State Bank of Corning, Corning,
Kansas (7"Bank ™).

Notice of the application, aflording opportunity
for nterested persons to submit comments and
views, has been given in accordance with section
3(by of the Act. The time for tling comments and
views has expired and the application and  all
conmments received have been considered in light
ol the factors set forth in section 3(c) of the Act
(12 U.S.C. §1842(0)).

Applicant, a nonoperating  corporation,  was
formed for the purpose of becoming a bank hold
ing company through the acquisition of Bank.
Bunk with deposits of $1.7 million ' is one of the
smaller banking organizations n the state. and
holds 0.015 pereent ol deposits in commercial
banks in that State. Bank 1s the smallest of cight
banks in the relevant banking market® with 2.6
percent of the market's deposits.

Principals of Applicant are afliliated with three
other Kansas bank holding companies and their
subsidiary banks. One of these banks, The First
National Bank of Gofl, Gotl, Kunsas (T Gofl
Bank ™), is located approximately five miles from
Bank 1n the relevant banking market. However,
the combined deposits of Gotl Bank and Bank total
S+.4 million and represent 6.7 pereent o total
market deposits. Given this small market share and
the number of banking alternatives in the market,
it does not appear that approval of the application
would have any signtticant effect on competition

AL banking datic are as of December 31, 1977,
¥ The banking muarket is approximated by Nemahia County .

in the market.” Accordingly, competitive consid-
crations are consistent with approval.

The financial and managerial resources and fu-
ture prospects of Applicant, which are dependent
upon those of Bank, appear to be satisfactory.
While Applicant will incur some debt in connec-
tion with the proposed transaction, it appears that
Applicant has sufficient financial flexibility to mect
its annual debt-servicing requirements without ad-
versely affecting Bank. The financial and manage-
rial resources of cach of the other bank holding
companies and their subsidiary banks with which
Applicant’s principals are afliliated are also re-
garded as satisfactory. Therefore, the consid-
crations relating to banking factors in regard to
this proposal are consistent with approval of the
application.

Upon consummution of the proposal, Applicant
proposes to cause Bank to provide a number of
new services to its customers. In particular, Bank
will offer passbook savings and certificates of
deposit with maturities longer than one year. In
addition, Applicant proposes o otler installment
loans and institute Small Business Administration
and  Farmers Home  Admingstration  guaranteed
loans, as well as install safe deposit boxes. Appli
cant will also initiate an advertising program in
order to inform its community about the services
offered by Bank. and will seek to determine the
credit needs of members of the community not
presently serviced by Bank. Furthermore, Bunk's
record of performance in serving the credit needs
ol its community has significantly improved since
principuls of Applicant have been associated with
Bank. Accordingly, convenience and needs con-
siderations are consistent with approval ot the
application. In view ol Applicant’s commiunents
to improve Bank's performance inomecting the
credit needs of its community, it has been deter-

*The president and vice president of Applicant serve on
the board of Nemaha Tovestment Company, Gott, Kansas,
which owns 81.8 pereent of Gotl Bank. Tide ITHot the Financial
Institutions Regulatory and Interest Rate Control Act of 1978
CTHFIRATY) sers forth prohibitions against certain interlocks
between management ofticials ol depository institutions, in
cluding commercial banks and “depository holding conipa
nies™", and turther provides that these prohibitions will not
apply until 1988 1o certain interlocks that existed on the date
of 1ts enactment. Upon acquisition of Bank, an interlock would
exist between Applicant and Nemaha Investment Company
which would not quality tor the grandfather exemption in
FIRA . The interlock relationship may prove to be inconsistent
with regulations implementing Tide 11 of FIRAL Applicant will
be expected o contorm s management structure w the re
quirements of the segulutions adopted by the board.
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mined that the proposed transaction is in the public
interest and that the application should be ap-
proved.

On the basis of the record, the application is
approved for the reasons summarized above. The
transaction shall not be consummated (a) before
the thirtieth day following the ettective 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 of Gov-
ernors or by the Federal Reserve Bank of Kansas
City, pursuant to delegated authority.

By order of the Secretary of the Board, under
delegated authority, effective bebruary 1, 1979.

(Signed) Grirrrin L. GARWOOD,

fskat] Deputy Secretary of the Bouard.

Credit and Commerce American Holdings, NV,

Netherlands, Antlles
Credit and Commerce American Investment,
B.V., Netherlands

Order Dismissing
Bank Holding Company Application

Credit and Commerce  American Holdings,
N.V., Netherlunds Antilles, and Credit and Com-
merce American Investment, B.V., Netherlands,
have applied for the board’s approval under
§ 3ca)l) of the Buank Holding Company Act (12
U.S.C. & 1842¢a)( 1)) for tormation of bank hold-
ing companics by acquiring up to 100 pereent
of the voting shares of Financial General Bank-
shares, Inc. (""FG™), Washington, D.C., a multi-
state bank holding company controlling banks in
the District of Columbia, and the states of Mary-
land, New York, Tennessee and Virginia.

On December 14, 1978, notice of this apphca-
tion was published in the Federal Register (43
Fed. Reg. 58431). Additionally, in accordance
with scction 3(b) of the Act (12 U1.S.C. § 1842(b)),
notice of receipt of this application was duly given
to the appropriate supervisory authorities, includ-
ing the Commissioner of Financial Institutions of
the commonwealth of Virginia, the Commissioner
of Banking of the state of Tennessee, and the Bank
Commissioner of the state of Maryland. The Bank
Commissioner of the state of Maryland notitied
the board that he had referred this matter to the
Maryland Attorney General for an opinion regard-
ing the permissibility of the proposal under Mary-
land banking law, and the current management of

FG has protested the application. Furthermore,
within the statutory time limit, the Virginia and
Tennessee Commissioners cach submitted to the
Board in writing statements expressing disapproval
of the application. In light of the submissions on
behalt of Virginia and Tennessee, the board is
required by section 3(b) of the Act to schedule
a hearing on the application.

Before ordering a hearing on this application,
however, the board determined that it would be
appropriate to consider whether Applicants’ ac-
quisition of FG would violate certain provisions
of Maryland law rclating to the ownership and
control of banking institutions in that state or the
inter-state banking prohibition of section 3(d) of
the Act.! A board finding that the proposed acqui-
sition contravened any of these provisions would
preclude approval of the application,® and, ac-
cordingly, render a hearing unnecessary.

Turning first to a consideration of Maryland law,
Article 11, Section 72 of the Maryland Code
(Usection 7277) makes it unlawful for any banking
institution organized under the laws of Marylund
to have an “afliliate™™ unless that Maryland bank-
ing institution “intends to have an aftiliate.”” The
term “ratliliae™
controls one or more banking institutions by own-

includes any corporation  that

ing or controlling, directly or indirectly, a majority
of the voting shares of one or more banking
institutions. Upon consummation of the proposed
transaction, Applicants would cach own or control
a majority of the voting shares of FG's Maryland
subsidiary bank, First American Bank of Mary-
land, Silver Spring. Applicanis would, therefore,
qualify as “rafliliates™ of First American Bank of
Maryland under Maryland law.

On January 26, 1979, acting pursuant to a
request from the Maryland Bank Commissioner,
the Attorney General for the state of Maryland
issued an opinion interpreting section 72, The
Attorney General, after reviewing briefs and al-

Y Section 3td) of the Act provides inrelevant part that: “no
application shall be approved by the board] under this section
which will permit any bank holding company or any subsidiary
thereof to acquire, directly or indirectly, any voting shares of,
interest ing or all or substantially all ot the assets of any
additional bank located outside ot the state in which the
operations ot such bank holding company’s banking subsidi
aries were principally conducted on July 1, 1966, or the date
on which such company became a bunk holding company,
whichever is Tater. . . 77 emphasis added).

® Under Whitney National Bank in Jefferson Parish v. Bank
of New Orleans and Trust Co., 379 UL.S. 411 (1965), the
board is prohibited from approving o proposal that would
violate state law
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lowing oral presentation on this issue by Appli
cants and FG, oconcluded that Applicants would
become “afliliates™ of First American Bank ot
Maryland upon consummation ol the proposal and
that such a relationship would be statutorily pro-
hibited unless the Maryland bank ““intends to have
an aftiliate.” The Maryland Avorney General rea-
soned that, since First American Bank of Maryland
had not indicated its intent to have an atliliate (but
rather had opposed its proposed acquisition by
Applicants),” the proposed acquisition of PG
would be in violation of section 72,

In interpreting a particular state law, the board
considers the statute itself, any judicial interpreta-
tions of that state law and, in the absence of such
an interpretation, opinions of the state’s Attorney
General or relevant state administrative agency.
The Maryland courts have not issued a judicial
interpretation of section 720 However, the Mury-
land Bank Commissioner requested the Attorney
General to issue an opinion on the application ot
that section to the proposed transaction. The board
has examined the Maryland Attorney General's
opinion regarding section 72, as well as submis-
sions on this issue by Applicants and FG, and has
found that opinion to be well reasoned. consistent
with the statutory language of that scction, and
not inconsistent with cither the apparent intent of
the statute or its legislative history. Thercetore, the
board concludes that because FG™s Maryland bank
subsidiary has not indicated its mtent to have an
aftiliate, the indirect acquisition of First American
Bank of Maryland through Applicants™ acquisition
of FG would be in violation of section 720 Ac-
cordingly, the board finds that it is precluded by
law trom approving this application.*

Turning next 1o a consideration of the Federal
Bank Holding Company Act, section 3¢d) of the
Act prohibits the board from approving an appli-

* This opposition was stated in the memorandum on the
Muaryland state law issues tiled with the Bank Commiissioner
of the state of Maryland on behalt of First Americun Bank
of Maryland.

*The board notes that the Maryland statuwe applies equally
to in-state and out of-state aftiliates™ and the statute theretore
does not discriminate against acquisitions by non Maryland
banking organizations. Furthermore, the board notes that Con
gress has reserved to the states, in section 7 of the Act, the
right to exercise their power and jurisdiction with respect to
banks and bank holding companies. Where restrictions on the
acquisition of banks are placed by a state in a nondiscriminatory
manner, it does not appear that the state is interfering with
the freedom ot trade between states guaranteed by the com-
merce clause of the Constitution. See BT Investment Manag -
ers, Inc. and Bankers Trust New York Corporation v. Lewis,
No. TCA 73-184 (N.D. Fla. December 15, 1978).

cation that would permit a bunk holding company
to acquire, directly or indirectly, any voting shares
of, or interest in, any additional bank located
outside of the state in which the operations of such
bank holding company’s banking subsidiaries were
principally conducted on July [, 1966, or the date
on which such company became a bank holding
company, whichever is later.

Applicants clinm that section 3(dy, by its terms,
is inapplicable 1o the proposed transaction on two
grounds. Their first argument is that section 3(d)
applies only to an acquisition made by an existing
“bank holding company or a subsidiary thereof ™
Since neither of the Applicants is currently a
“bank holding company or a subsidiary thercof,™
Applicants contend that section 3(d) of the Act
is not applicable ta the proposed transaction.

In other contexts. the board has taken the posi-
ton that section 3(d) is applicable to the formation
of u multi-state bank holding company as well as
to the expansion of an existing multi-state bank
holding company. As a matter of logic, if section
3td) were deemed  inapplicable to a proposed
holding company tormation, the board would not
be precluded from granting approval to an appli-
cation for the formation of a bank holding com-
pany through the simultancous acquisition of con-
trol of banks in two or more states. Such an
interpretation would  trustrate a clear Congres-
sional intent to limit multi-state bank  holding
conpanies, and permit transactions clearly incon-
sistent with the purpose of section 3(d). In the
board™s view, section 3(d) was designed 1o pre-
clude the board from approving the creation of
additional inter-state bank  holding  companies
above and beyond those grandfathered under the
Act. Therefore, the board finds Applicants™ tirst
argument inconsistent with both the intent of the
Act and prior board positions.

With respect to Applicants™ second argument,
Applicants urge that scction 3(d) applies only to
the direet or indirect acquisition of an additional
bank located in a state other than that in which
the bank holding company has its principal opera-
tions. Since the proposed acquisition would be of
FG as it exists at the time of the proposed transac
tion, the acquisition would not involve the direct
or indirect acquisition of any “additional™” banks
other than those presently controlled by 1.

Applicants™ argument could be restated as fol-
lows: At the present time there are seven multi-
state bank  holding companies, including FG,
grandfathered under the Act as to their banking
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interests. If the proposed acquisition were permit-
ted, there would still only be seven multi-state
bank holding companies. The companies holding
the FG oshares would own or control only those
banks owned or controlled by FG prior to the
enactment of section 3(d). Applicants, which are
essentially shell corporations, would merely be
new parent organizations over a pre-existing bank
holding company . and no additional bank would
be added to an existing multi-state bank holding
company structure. ‘Thus, the Congressional intent
of prohibiting the formation and limiting the ex-
pansion of multi-state bunk holding companices
would be preserved even if this acquisition were
permitted by the board. The board concurs in this
view and concludes, therefore, that section 3(d)
would not be violated if the board were 10 approve
the proposed transaction.®

[n view of the board’s finding that it may not
grant approval to the proposed transaction because
it would violate Maryland law, the board herewith
dismisses the application as beyond the board’s
authority to approve, and such action represents
a final determination by the board on this matter.

By order of the Board of Governors, cflective
February 16, 1979.

Voting for this action: Chairman Miller and Gover-
nors Coldwell, Partee, and Absent and not
voting: Governor Wallich.

Teeters.

(Signed) JouN M. Walract,
[SEAL] Assistant Secretary of the Board.
First State Bancorporation,
Fredericksburg, Towa

Order Denving
Formation of « Bank Holding Company

First  State  Bancorporation, Fredericksburg,
fowu, has applied for the board™s approval under
section 3(a)(1) of the Bank Holding Compuny Act
(12 U.S.C. §1842(a)(1)) of formation of a bank
holding company by acquiring 83.73 percent of
the voting shares of First State Bank, Freder
icksburg, Towa (“"Bank™).

> In connection with its consideration of these matters, the
board has also had the opportunity to review Article |1, section
31A) of the Maryland Code, which provides that an “ath
liated corporation,”” defined generally as a corporation owning
a non-Maryland bank, may not become a bank holding com-
pany with respect 1o a Maryland bank. The provision is
somewhat similar in eftect to section 3cd)y of the Federal Bank
Holding Company Act to the extent that it would appear to
preclude an out-of state bank holding company from acquiring

Notice of the application, atffording opportunity
for interested persons to submit comments and
views, has been given in accordance with section
3(by 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 tactors set forth insection 3ce) of the Act.

Section 3c¢) of the Bank Holding Company Act
precludes the board from approving any acquisi
tion by a bank holding company that (1) would
result in a monopoly or be in furtherance of any
combination to monopolize or attempt to monopo-
lize a banking market, or that (2) may substantially
lessen competition or tend to create a monopoly
or be in restraint of trade in any banking market
(unless the anticompetitive etlects are clearly out-
weighed by the convenience and needs of the
community ).

Applicant is & nonoperating corporation organ-
ized for the purpose ol acquiring Buank, which
holds deposits of $10.9 million." Upon acquisition
of Bank, Applicant would control one ot the
smaller banking organizations in lowa. Appli-
cant’s principal, who owns 80 percent of Bank's
outstanding shares, also controls, through a one
bank holding company, First National Bank of
New Hampton ("New Hampton Bank™ ), located
12 miles north of Bank in the town of New
Hampton, lowa, the county seat of Chickasaw
County. Bank is also located in Chickasaw
County. In addition to his stock ownership inter-
ests in the two banks, Applicant’s principal also
serves as president and director of Bank, New
Hampton Bank and its parent bank holding com-
pany.

Applicant contends alternatively, that Bank and
New Hampton Bank are located in separate bank-
ing markets, or that the relevant banking market
consists of all of Chickasaw County and large
portions of three adjacent counties. In support of
its contentions, Applicant has submirted data con-
cerning the respective service arcas for loans and
deposits of the banks involved.* Applicant also

a Maryland bank. The Maryland Autorney General declined
to rule on the relevance of section 3TA(b) to the subject
proposal, since his disposition of the other legal issue rendered
the transaction illegal. In the absence of any authoritative view
to the contrary, it would appear that the board’s discussion
with respect to section 3(d) of the Bank Holding Company
Act would be relevant 1o a determination of the effect of section
31A(h) of the Maryland Code on the subject transaction.

U ALl banking data are as of December 31, 1977,

2 In particular, Applicant cites the lack of substantial overlap
of the service areas of Bank and New Hampton Bank., How -
ever, the bourd notes that in this case the lack of service area
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muakes allegations concerning the extent of com
mercial interaction within the four-county arca
generally. While the respective service areas ol
banks involved in a proposed transaction is one
of the factors that the board considers in deter-
mining the relevant banking market in which to
analyze the competitive effects of a proposal, such
service arcas are not dispositive of that determi-
nation.* Based on facts of record discussed below,
it appears that Bank and New Hampton Bank
should in fact be regarded as reasonable alterna-
tives to one another.

With regard to Applicant’s alternative four-
county market definition, the board finds that, in
this case, a banking market encompassing so large
an area is not supported by the facts. In addition
to Applicant’s submissions, the board has re-
viewed the results of a tield survey of the area
that included interviews with local bankers, news-
paper publishers and business representatives, as
well as commuting data, advertising and com-
munications patierns, and consumer trade infor-
mation. Based on its careful review of the entire
record of this application, the board is of the view
that the relevant banking market for the purposes
of analyzing the competitive etlects of the trans
action 1s an area composed primarily of Chickasaw
County. ' The board belicves that this arca consti
tutes a distinet banking market because, from the
record, it appears that in many respects New
Hampton is the commercial and  governmental
center for Chickasaw County, including breder-
icksburg. In particular, New Hampton is the larg-
est community i Chickasaw County, and, as the
county scat, contains all major ottices for county

overlap may merely retlect the lack o competition between
the two banks as o« result ot their common ownership and
control by Applicant’s principal since 972,

#The board notes that while the Supreme Court has indicated
that the competitive  etlects ob a0 proposed  merger or
acquisition should be judged ma localized market, thut Court
has stated that “the proper question is not where the parties
o the merger do business or ¢ven where they compete, but
where. within the area ol competitive overlap, the ettect of
the merger on competition will beditect and immediate. ™
United Stares - Philadelphia National Bank, 374 1S, 321
(1963). In determining what this wea is, the Supreme Court
sought 1o delineate the area in which bank customers that
are neither very large orvery smadl hd o practical to do their
bankmg business, .77 United States - Philadelphia National
Bank, supra. Sce also the bourd's Owder in Bllis Banking
Corporation, (64 FrorRat ReseryE Buorr nis 8384 (1978))

b Specitically . the board believes that the selevant banking
marketis approximated by thiee-tourths ot Chickasaw County
cast of the Waupsipinicon River, the southeastern portion of
Howard County, which includes the town of B, and iosmall
northern portion of Bremer County . which includes the town
of Frederika.

government and services. In addition, certain state
and federal  government oflices tor the  entire
county are located in New Hampton. Moreover,
it appears that there is not any significant amount
of commuting between counties by the residents
of Chickasaw County and the adjacent counties.

Based on the foregoing, it appears that Bank
and New Hampton Bank are located in the relevant
banking market described above. Within that mar-
ket, Bank is the third largest of seven commercial
hanks, and controls approximately 12.4 percent of
the total commercial bank deposits in the market.
New Hampton Bank, with $27.8 million in de
posits, iy the largest bank i the relevant market
and controls approximately 31.5 percent ol total
deposits in the market. Together Bank and New
Hampton Bank control 44 pereent of the deposits
in the relevant banking market.

Upon application of the competitive standards
ol scction 3(¢) of the Act to the tacts of record,
the Board has concluded that substantial existing
competition between Bank and New Hampton
Bank was climinated when Applicant’s principal,
who had controlled New Hampton Bank since
1969, acquired control of Bank in 1972, Acquisi-
tion of control of Bank and New Hampton Buank
by Applicant’s principal resulted in his control ot
approximately 44 per cent of deposits in commer
clal banks in the relevant banking market, has
substantially lessened competition between the two
banks, and was anticompetitive in its inception,
a factor the board bas regarded as significant and
relevant to a consideration of
aspects ol an acquisition.” In the board™s view the
subject proposal presents a case where the holding
company structure is being used to maintain con-
trol of a bank that is a direct competitor of another
bank under the control of that same individual.
In light of the market shares of the organizations
involved, the board i1s ol the opimon that the
application should be dented since approval ot this

the competitive

proposal would serve to perpetuate a substantially
adverse competitive situation in the relevant bank-
ing market.”

»See the board™s Order ol May 11, 1977, denymg an
application by Muhasha Investment Company . Oskaloosa,
lowa (63 Frorrar Ristryve Burrr o 579 ¢1977)), to torm
a4 bank holding company because a prior purchase by Appli
cant’s principals had previously eliminated substantial compe
tition between two banks.

S nthies regard, the board notes that in Board of Governors
of the Federal Reserve System v First Lincolnwood Corp.
47 ULSLWL 4048 (Decemiber T, 1978) the Supreme Court
upheld the board’s authority to deny approval tor formuation
ol 4 one bank holding company on the basis of pre existing,
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The subject proposal presents a situation where
the holding company form is being used to further
an anticompetitive arrangement. While denial of
this proposal may not immediately result in g
complete termination of the anticompetitive situa-
ton, it would preserve the distinet possibility that
Bank could again become an independent and
competing organization in the future. Alterna-
tively, approval would solidify and strengthen the
common ownership of the two banks and would
diminish the possibility of disafttiliation in the
future.

On the basis of the toregoing and the facts of
record, the board concludes that approval of the
application would have significant adverse com-
petitive effects. Accordingly, under the standards
set forth in the Bank Holding Company Act. the
proposal may not be approved unless the adverse
competitive factors are clearly  outweighed by
other public interest considerations reflected in the
record. In this case, the board tinds that the adverse
competitive aspects are clearly not outweighed.

The tinancial and managerial resources ot Ap-
plicant, which are entirely dependent upon those
of Bank, are considered generally satisfuctory and
their tuture prospects appear lavorable. Therefore,
considerations relating to banking factors are con-
sistent with approval of the subject application.
No signiticant changes in the services offered by
Bank are expected to result from consummation
of the proposed acquisition. Thus, convenience
and needs tactors are consistent with, but lend no
weight toward, approval. Accordingly, it is the
board’s judgment that approval of this application
would not be in the public interest and that the
application should be denied.

On the basis of the facts of record, and in light
of the tactors set forth in section 3(¢) of the Act,
it 1s the board’s judgment that consummation of
the proposal to form a bank holding company
would not be in the public interest and that the
application should be and is hereby denied for the
reasons summarized herein.

By order of the Board of Governors, ettective
February 16, 1979,

unfavorable aspects even though the tormation will neither
cause nor enhance the already existing adverse aspects. Thus,
the board may deny approval due to conditions that predate
the proposed holding company tormation. Although the Firse
Lincolnwood case involved adverse tinancial tactors, the ra
tionale of the bourd’s authority to deny a bank holding company
tormation is equally applicable to an anucompetitive arrange
ment, especially in fight of the Act’s strong emphasis against
anticompetitive combinations.

Voting for this action: Governors Wallich, Coldwell,
Purtee, and Teeters. Absent and not voting: Chairman
Miller.

(Signed) GRIFFITH L. GARWOOD,

|seaL) Deputy Secretury of the Board.

Glen-An Corporation,
Kanaranzi, Minnesota

Order Approving
Formation of Bank Holding Company

Glen-An Corporation, Kanaranzi, Minnesota,
has apphied for the board’™s approval under section
3ta)cly of the Bank Holding Company Act (12
U.S.Coo§ 1842l of formation of a bank
holding company through acquisition of 95.6 per-
cent of the voting shares of Farmers State Bank
of Kanaranzi (**Bank™"), Kanaranzi, Minnesota.

Notice of the application, aftording opportunity
for interested persons to submit comments and
views, has been given in accordance with section
3(b) ot the Act. The time for tiling comments and
views has expired, and the bouard has considered
the application and all comments received in light
of the factors set forth in section 3cer of the Act
(12 U.S.C.§ 1842(0)).

Applicant is a nonoperating corporation with no
subsidiaries. It was organized for the purpose ol
becoming a bank holding company through the
acquistion of Bank, which holds deposits of $3.7
million.! Upon acquisition of Bank, Applicant
would control the 567th largest bunk in Minnesota,
with 0.02 percent of total deposits in commercial
bunks in the state. Bank is the sixth largest of
cight banking organizations in the relevant banking
market,” holding 5.2 percent of total deposits in
commercial banks in the market. Since the pro
posed transaction represents a reorganization of
existing ownership interests in Bank, and Appli-
cant has no other substdiaries and iy not under
conumon control with any other banking organi-
zation, consummation of the proposal would not
have any adverse ceffect upon competition nor
would 1t increase the concentration of banking
resources inoany relevant area. Thus, the board
concludes that the competitive eltects of the pro-
posal are consistent with approval of the applica-
{1011,

b Deposits are as ot June 30, 1978, Other banking data are

as ol September 30, 1977,

* The relevant banking market iy approximated by Rock
County and the southwestern corner ol Pipestone County.
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The financial and managerial resources and fu-
ture prospects ol Applicant, which are dependent
upon those of Bank, are satistactory. By its Order
dated April 15, 1977, the board denied Applicant’s
previous application to become a bank holding
company.” However, the operations of Bank have
now improved under the management ot Appli-
cant’s principals, and it appears that Applicant
would be able to service the debt to be incurred
in connection with this proposal without an ad
verse elfect on the financial condition of Bank.
In light of the tacts of record, the board concludes
that considerations relating to banking factors are
consistent with approval ot the subject application.

While no muajor changes are contemplated in
Bank’s services, considerations relating to con-
venience and needs of the community to be served
are consistent with approval. Accordingly, itis the
board’s judgment that Applicant’s  proposal 1o
form a bank holding company is consistent with
the public interest and that the application should
be approved.

On the basts of the record, the application s
approved for the reasons summarized aubove. The
transaction shall not be made before the thirtieth
calendar day folowing the effective date ot this
Order or later than three months after the etfective
date of this Order, unless such period is extended
for good cause by the board, or by the Federal
Reserve Bank of Minncapolis pursuant to dele-
gated authority .

By order of the Bourd ol Governors, ctlective
February 2. 1979,

Voting for this action: Chairman Miller and Gover
nors Wallich, Coldwell, Partee, and Teeters.
(Signed) Griverrn Lo GARWOOD,

[SEAT] Deputy Secretary of the Board.

Mercanule Texas Corporation,
Dallus, Texas

Order Approving Acquisition of Bank

Mercantile Texas Corporation, Dallas, Texas,
a bank holding company within the meaning ol
the Bank Holding Company Act. has applied for
the Bouard™s approval under section 3(a)3) of the
Act (12 ULS.CU§ 18420a)3)) 1o acquire 100 per-
cent of the voting shares (less directors” qualifying

42 Federal Register 20063 (April 21, 1977).

shares) of Citizens National Bank of Austin, Aus-
tin, Texas (C"Bank'™).

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

Applicant, the fifth largest banking organization
in Texas, controls eight banks with total deposits
of approximately $2.4 billion, representing ap-
proximately 4.1 percent of the total deposits in
commercial banks in the state.' Acquisition of
Bunk (deposits of approximately $33.6 million),
the 24 1st largest commercial banking organization
in Texas, would increase Applicant’s share of
commercial bank deposits in the state by approxi-
mately 0.06 pereent and would have no apprecia-
ble effect upon the concentration of banking re-
sources in Texas.

Bank is the cighth largest of 21 commercial
banking organizations located in the Austin bank-
ing market® and holds approximately 1.8 percent
of total commercial bank deposits in the market.
Applicant hus one banking subsidiary in the rele-
vant banking market and is the fourth largest
buanking organization in the market, controlling
approximately 12.7 percent of market deposits.
Upon consummation of the proposed acquisition,
Applicant’s share of commercial bank deposits in
the market would increase to 14,5 percent and
Applicant’s rank in the market would not change.
Inasmuch as Applicant and Bank operate in the
same relevant market, the proposed acquisition
would climinate some existing competition. How-
ever, the board belicves that this eftect is mitigated
by the unusual circumstances of the weak perfor-
mance and declining role of Bank in the market
in recent years. Further, the board’s view of the
competitive ceffects was influenced by the Austin
market’s banking structure, including the fact that
the five largest banking organizations in Texas are
among the larger banking organizations in the
market. While consummation of the proposal
would reduce the number of independent banking
organizations located in the Austin banking mar-

'AI banking data are as of December 31, 1977, and reflect
bank holding company acquisitions and applications approved
by the board as of October 31, 1978,

? “The relevant banking market is approximated by the Austin
RMA.
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ket, the tacts of record reveal that there will remain
a number of other entry vehicles into the market
atter consummation ol the proposal. In light of
the above and board
concludes that the proposed acquisition would
have only slightly adverse effects on competition,
and in light of the considerations discussed below,

other fucts ol record, the

the board does not view such ellects as being so
serious as to require denial of this proposal.

The financial and managerial resources and fu-
ture prospects ol Applicant, its subsidiary banks.
and Bank are regarded as satisfactory and consist-
ent with approval of the application. Applicant
intends o expand Buank's consumer installiment
and  small business lending and provide  other
services not currenty available to Bank's custom-
ers. Afliliation of Bank  with Applicant should
make Bank @ more viable competitor in the mar
ket. Thus, considerations relaging to the conven-
icnce and needs of the community 1o be served
lend weight toward approval ol the application
and, i the board’s judgment, are sullicient to
outweigh any slightly adverse etfects on competi-
tion that might result from consummation ol the
proposal. It is the board’s judgment that approval
of the application would be in the 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 shall not be made betore the thirtieth
calendar day following the effective date of this
Order, or later than three months after the etfective
date ol this Order unless such period is extended
for pood cause by the board, or by the Federal
Reserve Bank of Dallas pursuant to delegated
authority,

By order of the Board of Governors, eflective
February 5, 1979,

Voting tor this action: Chairman Miller and Gover-

nors Wallich, Coldwell, Partee, and ‘Teeters.

(Signed) Joun Mo Wait act,

[seat ] Assistant Secretary of the Board.

Sccurity Baneshares of Montana, Inc.,
Billings. Montana

Order Approving Acquisition of Bank

Security BaneShares of Montana, Inc.. Billings.,
Montana, a bank holding company within the
meaning of the Bank Holding Company Act, has
applicd for the board’s approval under section

33y of the Act (12 U.S.Co § 1842()(3)) to
acquire all of the voting shares (less directors’
qualifying shares) of Rimrock Bank of Billings,
Billings, Montana (""Bank ™).

Notice of the application, attording opportunity
for interested persons to submit comments and
views, has been given in accordance with section
3(b) ot 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 section 3(¢) of the Act
(12 U.S.C.§ 1842(¢)).

Applicant, the fourth lurgest banking organi-
zation in Montana, controls three bank subsidiaries
with aggregate deposits of $197.7 million, repre-
senting approximately 5.6 pereent of total deposits
i commercial banks in Montana.' Applicant’s
acquisition of Bank (54.2 million in deposits)
would increase Applicant’s share of total deposits
by only 0.1 percent and would not result in a
significant increase in the concentration of banking
resources in the state or change Applicant’s rank
among other banking organizations in Montana.

Bank is the smallest of 10 banks operating in
the Yellowstone County, Montana, banking mar-
Ket (the relevant market), and controls 0.8 pereent
of the market’s total commercial bank deposits.
One of Applicant's subsidiary banks, Sccurity
Bunk, N.A., Billings, Montana ("Sccurity
Bank™ "), is also Jocated in the relevant market.
Sccurity Bank is the second largest commercial
banking organization in the market, and holds
deposits representing 30,2 percent of market de-
posils.

The board normally considers the elimination
ol existing competition as an adverse factor in
acting upon an application tor approval of a pro-
posed acquisition. However, in ity consideration
of this proposal the board notes that Bank, which
opened for business in February 1977, was organ-
ized de novo by principals of Applicant who hold
approximately 70 percent of Bank™s outstanding
voting shares. Furthermore, the president of Bank
is a director of Applicant and cach of its subsidiary
banks. Thus, this proposal essentially represents
a reorganization of Bank's current ownership in-
terests. Because of this common control and man-
agement and the structure of the relevant market,
the board has determined that the elimination of

POAINL banking data are as of March 31, 1978, and reflect
bank holding company formations and acquisitions approved
as of December 31, 1978,
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existing competition between the two banks does
not warrant denial of this application.  Although
approval of this application may lessen the possi-
bility that the two banks would become inde-
pendent of cach othier in the future, there is no
evidence in the record to indicate that denial of
the application would increase the likelihood of
such a possibility in the foreseeable future.

Applicant’s other two Montana banks, Sceurity
Bank of Colstrip, Colstrip, and Big Horn Bank.
Hardin, are located in separate banking markets,
125 miles and 46 miles, respectively, from Bank.
Principals of Applicant are also principals  of
B.O.C. Corporation, Sheridan, Wyoming, a hold-
ing company that controls two banks in Wyoming,
neither of which operates in the relevant market.
On the basis of all the tacts of record. the board
concludes that the proposed acquisition of Bank
by Applicant would not have signiticantly adverse
effects on competition.

The financial and managerial resources of Ap-
plicant, its subsidiaries and Bank are regarded as
satisfactory and the future prospects for each ap-
pear fuvorable. Thus, banking luctors are consist-
ent with approval.  Allillation  with  Applicant
would enable Bank to expand its banking facilities
and offer a wider range of bauking services i the
future. These considerations relating to conven-
ience and needs may not be substantial, but they
do lend some weight toward approval of the ap-
plication and, in the board’s view, outweigh any
slightly adverse eftects on competition that might
result  {from  consummation ot this  proposal.
Therefore, it is the board’s judgment that the
proposed acquisition of Bank would be in the
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 shall not be made before the thirticth
calendar day tollowing the effective date of this
Order or later than three months after the effective
date of this Order, unless such period is extended
for good cause by the board. or by the Federal
Reserve Bank of Minncapolis pursuant to dele-
gated authority.

By order of the Board of Governars, eftective
February 21, 1979,

Voting for this action: Chairman Miller and Gover
nors Coldwell, Partee, and Teeters. Absent and not
voting: Governor Wallich.

(Signed) Jonn M. Wall act.,

[star] Assistant Sccretary of the Board.

ORDERS UNDER SEC THION
4 of BANK HorpiNnG COMpPANY ACT

BankAmerica Corporation,
San Francisco, California

Order Denying Petition
for Review and Amending Denial Order

BankAmerica Corporation, San Francisco, Cal-
ifornta ("BankAmerica™ ), has requested review
by the board of action at delegated level denying
request for reconsideration of the Order of the
Board of Governors, dated December 26, 1978
(**December 26 Order™ ). [In its December 26
Order the board denied BankAmerica’s applica-
tion filed pursuant to section 4(¢)H8) of the Bank
Holding Company Act (12 U.S.C. § 1843(cn8))
and section 225.4(b) ol the board™s Regulation Y
(12C.F.R. § 225.4¢b))y tor board approval to
continue 1o engage in commercial finance activities
through  Finance America Commercial  Corpora
tion,  Allentown, Pennsylvania ("FACC™), a
direct subsidiary ol FinanceAmerica Corporation,
Allentown, Pennsylvania, a direct subsidiary of
BankAmcerica.

BankAmerica’s petition for review is equivalent
to a request for reconsideration by the board of
its December 26 Order. Under the board’s Rules
of Procedure (12 C.F.R.D § 262.3¢1)), the board
will not grant any request for reconsideration of
its actions on a bank holding company application
unless the request presents relevant facts that, for
good cause shown, were not previously presented
to the board, or unless it otherwise appears to the
board that reconsideration would be appropriate.
The board has considered BankAmerica’s petition
for review and request for reconsideration and
tinds that they do not present any relevant facts
that, for good cause shown, were not previously
presented to the board or that reconsideration ol
the December 26 Order would be appropriate.
However, based upon a review ol all the material
of record, it appears that the last two sentences
in the sixth paragraph of the December 26 Order

U linder section 262,301 ot the board s Rules of Procedure
(12 CERCE 262 300, parties 1o an application may request
that the board reconsider its action on an application by tiling
a request with the Searetary ot the board within nitteen Jdays
ol the board’s action. Pursuant to the board’s delegation rules
(12 C.ER. 8§ 265.2(hy71 the board™s General Counsel s
authorized to determine whether or not the request for recon
sideration should be pranted. The determination was made that
the request should not be pranted and BankAmernica s peti
toning the board o resiew that action pursuant to seetion 265.3
ot the board’s delegation rules (12 CF.RD§ 265.3).
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could incorrectly be interpreted to reflect on the
integrity of the management of BankAmerica. The
board does not view such sentences as being
material to its disposition of the application and,
therefore, the December 26 Order is amended by
deleting the last two sentences in the sixth para-
graph of that Order. A copy of the board’s Order
as amended by this deletion is attached.

Accordingly, in light of the above considera-
tions, BankAmerica's petition for review of the
denial of its request for reconsideration of the
board’s December 26 Order should be, and is
hereby, denied.

By order of the Board of Governors, etfective
February 9, 1979.

Voting for this action: Chairman Miller and Gover-
nors Wallich, Partee, and Teeters. Absent and not
voting: Governor Coldwell.

(Signed) GrIFFITH L. GARWOOD,
{SEAL] Deputy Secretary of the Board.
BankAmerica Corporation,
San Francisco, California

Order Denying Continuation of Commercial Fi-
nance Activities and Commencement of Loan
Servicing, Leasing, and Credit-related Insurance
Agency Activities

BankAmerica Corporation, San Francisco, Cal-
ifornia, a bank holding company within the mean-
ing of the Bank Holding Company Act, has ap-
plied for the board’s approval. under § 4(c)(8) of
the Act (12 U.S.C. § 1843(c¢)(8) and § 225.4(b)(1)
of the board’s Regulation Y (12 C.F.R.
§ 225.4(b)(1)), to continue! to engage in com-
mercial finance activities through FinanceAmerica
Commercial Corporation (‘“*FACC™), Allentown,
Pennsylvania, a direct subsidiary of Finance-
America Corporation, Allentown, Pennsylvania,
which is a direct subsidiary of Applicant. Such
activities include inventory and accounts receiv-
able financing, lease financing, equipment tinanc-
ing, insurance premium financing, making loans
to non-affiliated finance and leasing companies

Y On January 1, 1974, Applicant acquired shares of Fi-
nanceAmerica Corporation, formerly GAC Finance, Inc., with
the prior approval of the board. At all times relevant hereto
prior to September 3, 1974, FACC was an inactive corporation.
On that date, Applicunt and FinanceAmerica caused FACC
to commence general commercial finance activities in violation
of the Act and Regulation Y. During the pendency of this
application, FACC has terminated the active solicitation of
business.

secured by pledges of accounts receivable of such
companies, making loans secured by real and
personal property, and purchasing retail install-
ment sales contracts. FACC also proposes to en-
gage in additional activities of servicing extensions
of credit for itself and others, leasing real and
personal property, and oftering credit-related life,
accident and disability, and property insurance in
connection with extensions of credit made or ac-
quired by FACC. Such activities have been deter-
mined by the board to be closely related to banking
(12 C.F.R. §§ 225.4(a)(1), (3), (6), and (9)).

Notice of the application, affording opportunity
for interested persons to submit comments and
views on the public interest factors, has been duly
published (43 Federal Register 24912 (1978)).
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 § 4(¢c)(8) of the Act
(12 U.S.C. § 1843(c)(8)).

Applicant is the largest banking organization in
the United States and controls Bank of America,
N. T. & S. A., San Francisco, California, which
holds deposits of approximately $66.66 billion.?
In addition, Applicant directly controls twelve
nonbanking subsidiaries.

FACC (total assets of $23 million as of De-
cember 31, 1977) has for four years, without prior
board approval, engaged in a range of commercial
lending activities. These activitics have been con-
ducted from an office in Allentown, Pennsylvania,
and were commenced in violation of the board’s
Regulation Y. FACC has terminated the solici-
tation of new business during the pendency of the
instant application. Upon approval of the applica-
tion, Applicant proposes to have FACC recom-
mence the activities terminated and to expand its
activities to include servicing extensions of credit
tor itself and others, leasing real and personal
property, and offering credit-related life, accident
and disability, and property insurance in connec-
tion with extensions of credit made or acquired
by FACC.

Consummation of this proposal would not elim-
inate existing or potential competition. The mar-
kets for the services offered by FACC do not
appear highly concentrated. FACC proposes to
solicit business in 36 states and the District of
Columbia and expects to compete principally with
large commercial banks and finance companies.

2 All banking data are as of March 31, 1978.
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On the basis of the facts of record, the board
concludes that consummation of the subject pro-
posal would not have any significant adverse com-
petitive effects.

As indicated ubove, the application presents an
after-the-fact request for the board’s approval to
conduct operations commenced in violation of the
board’s Regulation Y. Last year the board con-
sidered and approved a somewhat similar domestic
case in which Applicant had engaged in nonbank
activities in violation of Regulation Y.* In the
international arca, the board has considered several
applications by Applicant that have involved vio-
lations of the board’s regulations. Due in part to
the board’s concern  about such  violations,
Applicant instituted an extensive compliance pro-
gram to cnsure that all of its activities were con-
ducted in conformity with the substantive and
procedural requirements of law and the Board's
regulations. After evaluating the merits of cach
of the cases where a violation had occurred, the
board concluded that approval was appropriate.
With respect to the subject proposal, however, the
board does not believe that approval of Applicant’s
conduct, which was in violation of the Board's
Regulation Y, would be appropriate.

While the subject proposal does not represent
a significant activity to an organization of the size
and complexity of Applicant, the board does not
regard such factors as relieving an organization
from legal duties and obligations to which 1t and
competing organizations of lesser size and com-
plexity are subject. The effectiveness of an orga-
nization’s management in ensuring compliance
with the legal duties to which it is subject are
matters of paramount concern to the board in
acting on applications. It is the board’s judgment,
based upon all the facts of record in this matter,
that approval of the application would be inappro-
priate, and in order to ensure that Applicant does
not benetit from actions that were commenced as
a result of a violation, Applicant should be re-
quired to divest itself promptly of the illegally
acquired assets ol FACC.

Accordingly, based upon the foregoing and
other considerations reflected in the record, the
board has determined that the subject application
should be denied.' Applicant is hereby directed
3 BankAmerica Corporation (Data processing activities ot
FinanceAmerica) 63 FEDERAL RESERVE BULTETIN 687 (1977).

noacting on this application the board has  considered

comments from an individual trom Providence, Rhode Island,
in opposition to approval ot Applicant’s proposal, questioning

to divest itself of the assets of FACC that were
acquired in violation of the board’s Regulation 'Y
no later than ninety days from the effective date
of this Order.

By order of the Board of Governors, eflective
December 26, 1978.

Voting for this action: Governors Wallich, Partee,
and Teeters. Present and not voting: Governor Cold-
well. Absent and not voting: Chairman Miller.

(Signed) THEODORE L. ALLISON,
[SEAL| Secretary of the Board.
Barnett Banks of Florida, Inc.,
Jacksonville, Florida

Order Approving
Acquisition of Verifications, Inc.

Barnett Banks of Florida, Inc., Jacksonville,
Florida, a bank holding company within the
meaning of the Bank Holding Company Act
(*Act™), has applied for the board’s approval
pursuant to 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 C.F.R. §225.4(b)2)),
to engage de novo, through a new nonbank sub-
sidiary, Verifications, Inc., Jacksonville, Florida
(**Verifications™ ), in the activity of check verifi-
cation, i.e., for a fee authorizing acceptance by
subscribing merchants of certain personal checks
tendered by the merchant’s customers in payment
of poods and services. In addition, Verifications
will purchase a validly authorized check from the
merchant in the event it is subsequently dishon-
ored. This activity has not been specified by the
board in section 225.4(a) of Regulation Y as
permissible for bank holding companies.

Notice of the application, as well as proposed
rulemaking to amend the board’s Regulation Y to
add the activity of check verification to the list
of activities permissible for bank holding compa-
nics pursuant to section 4(c)(8) of the Act,' has
been given (43 Fed. Reg. 31936) in order to attord
an opportunity for interested persons to submit
comments and views on whether the proposed

whether Applicant’s sale ot property insurance would serve
the interests of the people of that state. The board has examined
the protest, and, in light of the protestant’s failure to cite any
supporting facts, concludes that there exists no basis in fact
tor the individual's concern.

' The board has determined not to amend Regulation Y at
this time by adding the proposed new activity to the list of
those that are generally permiissible tor bank holding compa
nies; however, the board has proceeded to consider the appli
cation on (s merits.
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activity is so closely related to banking or manag-
ing or controlling banks as to be a proper incident
thereto and on the public interest factors with,
respect to the application. The time for filing
comments has expired. While no request for a
hearing on this application has been received, the
Board has received a number of comments, and
has considered the application and those comments
in light of the considerations specified i section
4een8) of the Act (12 U.S.C. § 1843).

Applicant, the second largest banking organi-
zation in Florida, controls 35 banks holding com-
merciab bank deposits aggregating $2.4 billion.?
Applicant engages in a variety of permissible non-
bank activities through cight nonbank subsidiaries.
Applicant’s nonbank activities include trust func-
tions, consumer and sales financing, insurance
ageney activities directly related to extensions of
credit made by Applicant’s  subsidiaries,  and
mortgage banking activities.

In order to authorize a bank holding company
to engage inoa nonbanking activity pursuant to
section 4e)8) ol the Act, the board must first
determine whether the activity is closely related
to banking or managing or controlling banks.”
From the record it appears that the proposed ac-
tivity iy similar o activities currently engaged in
by national banks under a recent interpretive letter
trom the Oftice of the Comptroller of the Cur-
rency.t Furthermore, various aspects of the pro-
posed activity are similar to normal bank functions
and services currently engaged in or provided by
banks, such as check processing, credit data file
maintenance, data processing, and overdraft pro-
tection. Also, it has been pointed out that many
banks have historically provided check veritication
service for their customers and merchants on a
request basis. In hight of the fact that banks gener-
ally provide sinular services, and the proposed

2 AN banking Jata are ws of December 31, 1977

FlThe courts have set torth the tollowing general guidelines
tor determining whether an activity niay be tound o be closely
related 1o banking: (1) banks generally have i fact provided
the proposed services: €2 banks generally provide services that
are operationally or functionally so siilar o the proposed
services as oo equip them particalarly  well o provide the
proposed service; or (3) banks penerally provide services that
are so omtegrally related to the proposed services as to require
their provision ina specialized torm. National Courier Asso
ciation s . Board of Governors of the Federal Reserve Svstem,
Sie b.2d 1229 (D.C Cir, 1975).

Y See CCH Fed Banking Law Reports € 85,001, letter of
the Chiet Counsel, Oflice of the Comptroller of the Currency .
August 2, 1977, 12 C.EF.R.§ 7.7015. I this connection the
bourd notes that Applicant is currently pertorming the proposed
services through one ot its subsidiary fead banks.

services are operationally and tunctionally related
to activities engaged in by banks, the bouard has
determined that providing check veritication serv-
ices as proposed by Applicant is closely related
to banking.

In order to approve the subject application, the
bouard must also tind that the performance of the
activity by a nonbank aftiliate of Applicant ““can
reasonably be expected to produce benetits to the
public such as greater convenience, increased
competition, or gains in efliciency, that outweigh
possible adverse eflects, such as undue concentra-
tion of resources, decreased or untair competition,
conilicts of interest, or unsound banking prac-
tices.””

Applicant’s proposed check verification service
would benefit merchants by providing a convenient
means lor decreasing bad-check losses. Similarly,
muil order sales operations would have a conven-
ient means to verify out-of-state checks. The con-
venienee of individual consumers would be en-
hanced by the proposed activity since their per-
sonal checks would be more readily accepted for
the purchase of goods and services from mer-
chants. Use of a national data file as proposed by
Applicant would make the system  particularly
convenient to out-of-state tourists, military per-
sonnel, and new residents of Florida. The entry
of Applicant into competition between check au-
thorization systems already in operation would be
increased by the addition of a new competitor.
Accordingly, the board has concluded that the
performance of the proposed activity by Applicant
is likely to produce significant benetits to  the
public.

With respect to possible adverse etlects, nothing
i the record indicates that Applicant’s proposal
would result in any undue concentration of re-
sources. The board recognizes that there is some
potential in the proposal for unfair competition or
conflicts of interest with respect to the veritication
of checks not drawn on subsidiary banks of Ap-
phicant. However, the board relies on Applicant’s
commitment that Verifications will verify checks
drawn on all banks. Further, Applicant is fully
aware of section 106 ot the Bank Holding Com-
pany Act Amendments of 1970 and the board’s
Regulation Y, section 225.4¢c), which prohibit a
bank holding company and its subsidiaries from
engaging in impermissible tie-in arrangements in
connection with extensions of credit or sales of
property or the furnishing of services.

Based upon the foregoing and upon other con-
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siderations reflected in the record, the board has
determined that the balance of the public interest
factors that section 4(¢)(8) of the Act requires the
board to consider is favorable, and that the appli-
cation should be approved. Accordingly, the ap-
plication is hereby approved. Applicant shall cause
Veritications to commence the proposed activity
not later than three months after the effective date
of this Order, unless such period 1s extended for
good cause by the Federal Reserve Bank of Atlanta
pursuant to delegated authority. This  determi-
nation is subject to the considerations set forth in
section 225.4(¢) of the board’s Regulation Y and
to the board’s authority to require such modifi-
cation or termination of the activities of a holding
company or any of its subsidiaries as the board
tinds necessary to assure comphance with, or to
prevent evasion of, the provisions and purposes
of the Act and the regulations and Orders issued
thereunder by the board.

By order of the Board of Governors, effective

February 2. 1979.

Voting for this action: Chairman Miller and Gover-
nors Wallich, Coldwell, Partee, and Teeters.
(Signed) JonN M. Warlack,
[RIEY N Assistant Secretary of the Board.
Citicorp,
New York, New York

Order Approving the Sale of Money Orders,
Travelers Checks, and U.S. Savings Bonds,
and the Provision of Financial Management
Courses

Citicorp, New York, New York, a bank holding
company, has applied pursuant to section 4(c)(8)
of the Bank Holding Company Act (12 U.S.C.
§ 1843(¢c)8)) und section 225.4(b)(2) of the
board’s Regulation Y 12 C.F.R. § 225.4(b)(2)),
for permission to sell at retail at cight locations
in Utah of its subsidiary, Citicorp Person-to-Per-
son Financial Centers, money orders, travelers
checks, and U.S. savings bonds, and to provide
at those locations  consumer-oriented  financial
management courses, counseling, and related in-
structional material. The board has not previously
determined these activites 1o be permissible for
bank holding companics.

Notice of receipt of this application, and of
Citicorp’s associated request that the board amend
its Regulation Y 1o add the activities to the list
of those permissible for bank holding companices,

was given in accordance with section 4 of the Act
(43 Fed. Reg. 7440 (1978)), and the time tor tiling
views and comments has expired. The board has
considered the application and all comments re-
cetved in light of the considerations speciticd in
section 4(e)(8) of the Act.

Citicorp, with two subsidiary banks having total
domestic deposits of $55.7 billion, is the second
largest banking orgamzation in the United States
and the largest in New York. ! It controls two banks
and a number of domestic nonbank subsidiaries
engaged in such activities as consumer, sales, and
commercial finance, factoring, mortgage banking,
sale and underwriting of credit-related insurance,
and leasing. Its subsidiary, Nationwide Financial
Services Corporation,  St. Louis, Missouri, the
parent of the company through which the new
services would be offered, provides consumer
loans, credit-related insurance, mobile-home  fi-
nancing, and other sales-finance products through
oflices in 27 states.

In order to authorize a bank holding company
to engage in a nonbank activity pursuant 1o section
4(c)(8) of the Act, the board must first determine
whether the activity is closely related to banking
or managing or controlling banks. None of the
public comments received in this matter has made
a substantive argument that any of the proposed
activities is not closely related to banking, and
from the record it appears that banks have gener-
ally sold U.S. savings bonds and the types of
payment instruments that are the subject ot this
application. In the case of financial management
courses and counscling, the record retlects that
furnishing money management and tinancial ad-
vice has been an important function of banks, and
they have generally provided substantially similar
services under a variety of circumstances. In addi-
tion, it appears that consumer financial education
calls upon the necessary skills and resources pos-
sessed by bank holding companies, and they are
particularly suited to provide such services in the
form proposed. On the basis of the record the
board has determined that the proposed activities
are closely related to banking . *

To approve this application the board must also
find that the performance of these activities by
Citicorp’s subsidiary can reasonably be expected

' Banking data are as of December 31, 1977,

2 a separate action, the board has wmended iy Regula
tion Y to add the retail sade of mioney orders, travelers checks,
and ULS. savings bonds 1o the list ot activities in which bank
holding companies may cngage.
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to produce benefits to the public such as greater
convenience, increased competition, or gains in
efficiency, that outweigh possible adverse effects,
such as undue concentration of resources, de-
creased or unfair competition, conflicts of interest,
or unsound banking practices.

At the outset the board notes that this proposal
is one involving relatively minor services that
would not entail any detrimental diversion of Citi-
corp’s financial or managerial resources.

It appears that the participation of a bank hold-
ing company aftiliate in the sale of U.S. savings
bonds is likely to result in a slight increase in
convenience to the public, and there are no identi-
fiable adverse ctiects associated with that partici-
pation. Citicorp's retail sale of travelers checks
and money orders from locations of its subsidiary
is likewise expected to result in some increased
convenience to the public and may stimulate com-
petition and ultimately result as well in a reduction
of service charges in connection with the sale of
those instruments. Because of the case of entry
into this business and its character as a relatively
minor service ancillary to the primary {unctions
of Citicorp’s offices, bank holding company par-
ticipation cannot be expected to result in unfair
or decreased competition or an undue concentra-
tion of resources.

Although Citicorp has stipulated that its subsid-
laries would not be precluded from oftering other
instruments on sale, the board recognizes that
Citicorp’s oflices are likely to sell instruments
issucd by the Citicorp organization rather than
those issued by competitors, and that potential
might be characterized as a conflict of interest.
However, because of the large number of retail
outlets for money orders and travelers checks, the
board considers that this likelihood is at most an
adverse eftect that is not significant when balanced
against the enhanced convenience and competition
that the proposal entails. In addition, the proposal
would facilitate the sale of money orders and
travelers checks of supervised issuers and to some
extent reduce risks of loss to the public using
money orders and travelers checks.

There is no indication in the record that approval
of this proposal would result in unsound banking
practices. The retail sale of money orders by bank
holding companies is proposed as a consumer
service, and to insure that it retains that character,
the board by regulation has imposed on their sale
the same limit of $1,000 maximum face value that
it has previously imposed on their issuance by

bank holding companies.® Subject to that limita-
tion, the board finds that the balance of public
interest factors it must consider under section
4(¢)(8) of the Act is favorable and that this part
of the application should be approved.

Bank holding companies already provide finan-
cial management advice, counseling, and various
educational materials of a similar nature as neces-
sary in connection with their other banking and
financial activities. The approval of that part of
Citicorp’s application relating to financial man-
agement courses would essentially permit Citicorp
to formalize those advisory services and to charge
a fee for them. Entry by Citicorp into this area
is expected to promote competition and innovation
and may raise the quality and convenient avail-
ability of consumer financial education. The board
believes that the public interest favors measures
that will tend to improve economic decisionmak-
ing by individuals and to facilitate a wider avail-
ability of reliable consumer financial information
and that, subject to Citicorp’s representations and
undertakings, this proposal is consistent with that
public interest. In addition, the substitution of a
fee for services for which the cost has been tradi-
tionally included in general service charges ap-
pears to be a useful step toward a more equitable
pricing system for banking and financial services.

There are, however, some identifiable concerns
associated with bank holding company entry into
formal consumer tinancial education that may be
characterized broadly as questions of business
ethics. The first of these is that a bank holding
company afliliate offering such courses could at-
tempt to influence the customer to use financial
services of aftiliates and the board has reservations
about the propriety of this where, because of the
nature of the service, the customer may have the
reasonable expectation that he is receiving disin-
terested advice about the ordering of his financial
affairs. The second concern involves the possible
misuse of contidential customer information ob-
tained during the course of the educational rela-
tionship. Because these considerations could entail
significant adverse effects, and because comments
on this activity have not thoroughly explored ap-
propriate industry-wide limits on educational ac-
tivities, the board has in a separate action declined
1o add the activity of furnishing consumer-oriented
financial management courses to Regulation Y's

¥ Republic of Texas Corporation and Citicorp, 63 FEDERAL
ReseRvE ButLeniN 414, 416 (1977).
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list of activitics generally permissible for bank
holding companies. The board will instead con-
sider specific proposals by bank holding companies
to furnish such courses on a case-by-case basis.

Citicorp’s specific application, however, ade-
quately addresses the board’s concerns, and the
board is persuaded that the balance of public
interest factors it must consider under section
4(c)(8) of the Act is favorable and that this part
of the application should be approved. Citicorp
does not propose itself to prepare the courses it
will ofter, but will act as sales agent for an
independent supplier of financial courses, and will
specifically advise every customer that he is not
required to purchase any service from Citicorp
affiliates. In addition, a review of the sample
course materials submitted by Citicorp discloses
that the materials do not in fact promote Citicorp
financial services but, on the contrary and as
appropriate for basic consumer tinancial education,
they stress that there are many alternative sources
for a given financial service and that consumers
should shop for financial services, comparing price
and other advantages of numerous suppliers, in
much the same manner as they shop for other
goods and services. The board understands that
course material will necessarily change over time,
but the samples included by Citicorp in its appli-
cation have been submitted as representative, and
Citicorp has agreed to maintain u strict separation
between educational and promotional activities in,
and to insure the objectivity of, the materials it
will use. Moreover, Citicorp has undertaken to
insure that any confidential information obtained
by it or any of its subsidiaries in connection with
its courses will be obtained only with the cus-
tomer’s consent and will not be made available
to any other Citicorp affiliate or any third party
for any purpose whatsoever.

Having once reviewed Citicorp’s proposal. the
conditions under which it would be provided, and
its sample materials and determined that the public
interest considerations of section 4(¢)(8) tavor
approval of that proposal, the board has deter-
mined that turther applications by Citicorp to ¢x
tend the same consumer-oriented financial man-
agement educational activities to additional oflices
of its subsidiaries may be processed in the same
manner as other de novo applications under the
provisions of section 225.4(b)(1) of Regulation Y
(12 C.F.R. § 225.4(b)(1)), and authority is hereby
delegated to the Federal Reserve Bank of New
York to accept und take action on such notices
properly tiled as there prescribed.

In determining that the balance of public interest
factors favors approval of this application, the
board has considered the comments received that
did not favor approval. Initially three organi-
zations, Securities Industry Association, Inde-
pendent Bankers Association of America, and Na-
tional Association of Mutual Savings Banks, re-
quested that the board hold formal hearings on a
variety of questions concerning this application.
On November 13, 1978, representatives of those
organizations and Citicorp and members of the
board’s stafl met and agreed that the issues of
concern and on which the protesting organizations
believed hearings would be useful would be nar-
rowed to three: the sale of variable denominated
instruments other than money orders, the provision
of tinancial management courses for small busi-
nesses, and the loss of deposit insurance for trav-
elers checks. On November 27, 1978, Citicorp
amended its application to delete its request for
authority to sell variable denominated instruments
and to provide financial management courses for
small businesses, and it is accordingly unnecessary
to consider the questions raised by the protesting
organizations concerning those proposals.

The board does not consider the third question
to be relevant to this application. In its letter of
April 13, 1978, to the board, the Independent
Bankers Association of America observed that:

Traditionally, bank money orders and bank trav-
elers checks were insured deposits under the
Federal Deposit Insurance Act. In issuing these
instruments through the holding company, the
bank can avoid meeting the reserve requirements
for that category of deposits.

* * *
The public is clearly entitled to a hearing to weigh
the potential adverse etlects of the loss of deposit
insurance. [Emphasis added.}

It has been the board’s view that the questions
of both deposit insurance and reserve requirements
applicable to money orders and travelers checks
are germane to an application for the issuance of
those instruments by bank holding companies, and
the board has considered those questions carefully
when in the past it has had before it applications
by bank holding companies to issue payment in-
struments. This application does not involve the
issuance of any instrument, but rather the retail
sale of instruments that have been authorized to
be made available to the public under the condi-
tions of applicable law. Approval of the proposal
would not expand the range or characteristics of



268 Federal Reserve Bulletin U March 1979

any payment instrument now available to the pub-
lic, and consequently it would not result in the
loss of deposit insurance for any instrument.

The board has accordingly denied the requests
for hearings that were filed in connection with this
application.

Apart from those matters on which hearings
were requested, the Securities Industry Associa-
tion and the National Association of Mutual Sav-
ings Banks have urged that the board not adopt
the proposed amendment to Regulation Y regard-
ing financial management courses because of the
broad and unpredictable range of activities that
might be justified under it, but rather to evaluate
concrete proposals on a case-by-case basis, and
for the reasons set forth above the board has
adopted that suggestion.

Among the other adverse comments received
that did not, after the meeting of November 13,
1978, entail a hearing request, were the sugges-
tions that board approval of the sale of payment
instruments might permit bank holding companies
to circumvent state licensing requirements for
vendors of those instruments and that the perfor-
mance of the activity might constitute unlawful
interstate branch banking. With respect to the tirst
suggestion, the board believes it is important to
stress that authorization of any activity under sec-
tion 4(c)(8) in no way exempts a bank holding
company from complying with all state and federal
laws governing the performance of that activity.
With respect to the second suggestion, since none
of the proposed services involves a collection of
deposits, lending of money, or paying of checks
such as might raise a question under federal
branch banking restrictions, or the acceptance of
deposits withdrawable on demand and the making
of commercial loans such as might raise a question
under section 3(d) of the Act, the board must
conclude that it is not this narrow application that
has prompted these comments, but rather the
prospect that bank holding companies may in the
future apply for other and broader powers. The
objection does not bear on the activities sought
to be authorized at this time.

Based on the record and for the reasons sum-
marized above the application is hereby approved.
The determination as to Citicorp’s nonbank activi-
ties is subject to the conditions sct forth in this
Order and in section 225.4(¢) of Regulation Y,
and the board’s authority to require reports by and
make examinations of bank holding companies and
their subsidiaries, and to require such modification

or termination of the activities of a bank holding
company or any of its subsidiaries as the board
finds necessary to assure compliance with the
provisions and purposes of the Act and the board’s
Orders and regulations issued thereunder, or to
prevent evasion thereof.

By order of the Board of Governors, etfective
February 26, 1979.

Voting for this action: Chairman Miller and Gover-
nors Wallich, Coldwell, Partee, and Teeters.
(Signed) THEODORE E. ALLISON,
[SEAL] Secretary of the Board.
Colonial American Bankshares Corporation,
Roanoke, Virginia

Order Approving Retention of
the Lynchbury, Virginia Office of
Colonial American Mortgage Corporation

Colonial American Bankshares Corporation,
Roanoke, Virginia, a bank holding company
within the meaning of the Bank Holding Company
Act (“CAct’’), has applied for the board’s ap-
proval, under § 4(¢)(8) of the Act (12 U.S.C.
§ 1843(c)i8)) and § 225.4(b)(2) of the board’s
Regulation Y (12 C.F.R. § 225.4(b)(2)), to retain
the Lynchburg, Virginia, oflice of its wholly
owned subsidiary, Colonial American Mortgage
Corporation, Roanoke, Virginia, a company that
engages in the activities of making, acquiring and
serving loans secured primarily by second mort-
gages on real property and acting as agent in the
sale of credit life and credit accident and health
insurance in connection with those loans. These
activities have been determined by the board to
be closely related to banking 12 C.F.R.
§§ 225.4(a)(1), (3), and (9)(i1)).

Notice of the application, atfording opportunity
for interested persons to submit comments and
views on the public interest factors, has been duly
published (43 Federal Register 47012). The time
for filing comments and views has expired, and
the board has considered the application and all
comments received in the light of the public inter-
est factors set forth in § 4(¢)(8) of the Act (12
U.S.C.§ 1843(Ccxu8)).

Applicant, a one bank holding company, is the
thirteenth lurgest banking organization in Virginia
with $196.5 million in total bank
deposits, representing L1 per cent of the deposits
in commercial banks in the state.! Applicant’s

contmercial

VAN financial data are as ot June 30, 1978.
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banking oflices are located in Roanoke, Virginia,

Applicant’s wholly owned subsidiary, Colonial
American Mortgage Company ("Mortgage Com-
pany ) ($3.7 million in assets), makes second
mortgage loans and acts as agent for the sale of
credit related life, accident. and health insurance
in connection with those loans. Mortgage Conr-
pany operated exclusively in Roanoke, Virginia,
until October 3, 1977, when it opened, on a de
novo basis, an additonal oftice in Lynchburg,
Virginia, without the prior approval of the board.
By this application, Applicant seeks to bring the
operation of that oftice into contormance with the
requirements of law.

In acting on an application pursuant to § 4(c)8)
of the Act to retain offices engaged in activities
that are permissible for bank holding companices,
i situations where the necessary prior board ap-
proval was not obtained for those offices or activi-
tics, the board applies the same standards that it
applies in acting upon an application to establish
such oflices and commence such activities initially.
In addition, the board analyzes the competitive
etiects of such proposals as of the tme that the
offices  were  established or the activity  com-
nmenced.

The operation, thus [ar, of the Lynchburg oftice
of Mortgage Company has had @ minimal impact
on the market for sccond mortgage loans in the
Lynchburg SMSA | the relevant mortgage banking
nmarket. Given applicant’s ranking among com-
mercial banking organizations in Virginia, its ac-
tion inopening ade novo oftice ina market located
53 miles from Roanoke had no adverse etfects on
competition. Indeed, the continued operation of
the Lynchburg oflice should result in increased
competition in the Lynchburg SMSA and result
in greater convenicnee to the public by providing
an additional source of second mortgage loans.
Further, in connection with this proposal, Appli-
cant has injected additional equity  capital into
Mortgage Compuany. There is no evidence of ree-
ord to indicate that Applicant’s sccond mortgage
or insurance activities will result in undue coneen-
tration of resources, decreased or unfair competi-
tion, conflicts of interest, or unsound  banking
practices.

Upon examination of all the facts und circum-
stances  surrounding  the  establishment  of - the
Lynchburg oflice without prior board approval it
appears that the violation does not warrant denial
of this application. The Applicant has taken steps
to conform its operations to the Act and the board s

Regulation Y by filing this application, and Appli-
cant’s management had adopted clearly defined
procedures to prevent violations from occurring in
the future. Considering these steps by Applicant
and other evidence in the record evidencing Ap-
plicant’s intention to comply with the requirements
ol the Act and the board’s Regulation Y, the board
has determined that the circumstances of the above
violation do not warrant denial of the application.

Based upon the foregoing and other considera-
tions reflected in the record, the board has deter-
mined that the balance of the public interest factors
the  board is  required  to consider  under
§ HCeH8) is favorable. Accordingly, the applica-
tion is hereby approved. This determination is
subject to the conditions set forth in § 225.4(¢)
of Regulation Y and to the board’s authority to
require such modification or termination of the
activities of a holding company or any of its
subsidiaries as the board tinds necessary 1o assure
compliance with the provisions and purposes of
the Act and the board’s regulations and orders
issued thereunder, or to prevent evasion thereof.

The transaction shall be made not later than
three months after the effective date of this Order,
unless such period is extended for good cause by
the board or by the Federal Reserve Bank of
Richmond.

By order of the Board of Governors, effective
February 2, 1979,

Voting for this action: Chairman Miller and Gover-
nors Wallich, Coldwell, Partee, and Feeters.
(Signed) Grireton L. GARWOOD,

Fskar] Depury Secretary of the Board.

First Hawatian, Inc.,
Honolulu, Hawui

Order Approving Continuation of
Credir-Related Insurance Activities
Through Hawaii Thrift & Loan, lncorporated

First Hawaiian, Inc., Honolulu, Hawaii (7" Ap-
plicant™), a bank holding company within the
meaning of the Bank Holding Company  Act
(CAcCt), has applied Tor the board’s approval,
under section Hex8) of the Act (12 U.S.C.
§ 1843(en8)) and § 225.4b)2) of the board’s
Regulation 'Y (12 C.F.R. § 225.4(b)(2)), to con-
tinue to engage in the sale of credit-related life,
accident and health insurance in connection with
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extensions of credit made by s wholly owned
subsidiary, Hawaii Thrift & Louan, Incorporated.
Honolulu, Hawuati ("HTL 7). Such activity has
been determined by the board to be closely related
to banking (12 C.F.R. § 225 4an9)iiy).

Notice of the application, aftording opportunity
for mterested to submit comments and
views on the public interest fuctors, has been duly
published (43 Federal Register 56940). The time
for filing comments and views has expired, and
the board has considered the application and ull
comments received in the light of the public inter-
est factors set forth in section 4ei8) of the Act
(12 U.S.Co Y 1842(¢)8)).

Applicant, with total assets of $1.4 billion, ! is

persons

the second largest banking organization o the
state of Hawaii and controls one bank, First Ha
Bank.  Honolulu, Hawai.  Applicant’s
wholly owned subsidiary. HTL 18 engaged in
industrial loan activities. HTL accepts thrift de
posits i the torm of mvestment certiticates and

wallan

debentures and with the proceeds of such deposits
makes  real
loans. H'TL has its main oftice in Honolulu and

estate, consumer, and  commercial

maintains cleven other oftices on the islands ot
Oahu, Kauai, Maui and Hawaii.

By Order dated June 18, 1975, the board ap
proved Applicant’s proposal to acquire certain
assets and 1o assume certain fiabilities ot HTT.,
This Order was limited to approval tor Applicant
to engage through HTL i idustrial loan activi-
ties. In addition to industrial toan activities. HTL
also engaged in credit hite, accident and health
insurance agency activities that were not included
in Applicant’s proposal to acquire HTL and that
have not been approved by the board . The instant
application requests board approval tor continu-
ation ol Applicant’s insurance agency activitios
through HIL.

In acting on an application pursuant to section
A(e)8) of the Act and Regulation Y to continue
to engage i activities that are permissible for bank
holding companies, in situations where the neces-
sary prior board approval wus not obtaimed for
such activities, the board applies the same stand
ards that it applies to an application to commence
such activities initially. The board analyzes the
competitive effects of such proposuls both at the
time of the acquisition of the company engaged

AT financial data are as ot June 30, 1978,

2 Section 4 o the Act and section 2254 o Regulation Y
prombit o bank holding company hom cagaging i oany aon
banking activity without the board™s prior approval.

in the acuvity and at the time of the application
to continue to engage in the activity.

At the time that it approved Applicant’s appli-
cation to acquire HTL, the bowrd found that,
because of HTLE s financial sttwation, HTT. was no
longer an effective competitor and consummation
o the proposed acquisition would not have any
adverse effects on potential or existing competition
at that time. As HTL s
limited to acting as the agent in the sale of credit
insurance related to loans itoriginates, Applicant’s
acquisition of HTLs insurance agency activities,
similarty, did not have any adverse eflects on
potential or existing competition. Further, it does
not appear that Applicant’s continuation ol insur-

nsurance activities  are

ance ageney activities through HTL would have
any significant adverse ellect on competition. In
addition, it would provide benelits o the public
by otlering a continued and additional convenient
the
the

credit-related  insurance in
there is no evidence
imdicating that continuation would result i any

souree of
Morcover,

area.
record

undue concentration of resources, unfair competi-
tion, conflicts ol interest, unsound banking prac-
tees or other adserse etlects on the public iterest.

As indicated above, the subject application is
an alter-the-fact request tor board approval to
engage noactvities that were commenced in vio-
latton of the Act and the board™s Regulation Y,
Upon examination ol all the tacts and circum-
stances of the subject apphication, 1t is the board’s
view that the violation was madvertent. In acting
on this application the board has taken into con-
stderation the tact that Applicant, upon becoming
aware ol the existence of the violation, ook steps
to conform its operations to the Act by filing the
subject application. In addition, Apphcant’™s man
agement has taken steps to prevent violations from
occurring in the future, including the mitiation of
a compliance program under the direction of one
ol ity oflicers o ensure that the management ol
Applicant and HTL s aware ot its responsibilities
under the Act. The board expects that these actions
will assist Applicant in avoiding o recurrence of
stntlar violations. In Light ol the above and other
mformation m the record evidencing Applicant’s
intent to comply with the requirements of the Bank
Holding Company Act, the board has determined
that the corcumstances ot the above violation do
not warrant denial ot the application,

Based upon the foregoimg and other consid
the record. the board  has

crattons reflected in

determined that the balance ot the public interest
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factors the board is required to consider under
section 4(¢)8) is favorable. Accordingly, the up-
plication is hereby approved. This determination
is subject to the conditions set forth in section
225.4(¢) of Regulation Y and to the board’s au-
thority to require such moditication or termination
of the activities of a holding company or any of
its subsidiaries as the board finds necessary o
assure compliance with the provisions and pur:
poses of the Act and the board™s regulations and
orders issued thercunder or 1o prevent evision
thereof.

By order of the Board of Governors, eftective
February 9, 1979.

Voting for this action: Governors Wallich, Coldwell,

Partee, and Teeters. Absent and not voting: Chairman
Miller.

(Signed) Grirrrin Lo Garwoob,

[SEAL] Deputy Secretary of the Board.

Maryland National Corporation,
Baltimore, Muryland

Order Denving Formation of
GECC and MN Leasing Corporation

Maryland  National  Corporation,  Baltimore,
Maryland, a bunk holding company within the
meaning of the Bank Holding Company Act, has
applied for the board’s approval. under § 4ic)(8)
of the Act (12 U.S.C. § 1843en8) and
§ 225.4(b)2) of the board’s Regulation Y (12
C.F.R. § 225.4(b)(2)), for its subsidiary, Mary-
land National Leasing Corporation ("MNLC™), 1o
form a joint venture with General Electric Credit
Corporation ("GECC™), and to acquire voting
shares in GECC and MN  Leasing Corporation
(" Company "), Stamford, Connecticut, a de novo
corporation that would engage in the activities of
leasing personal and real property. Such activities
have been determined by the board to be closely
related to banking (12 C.F.R.§ 225.404)(6)).

Notice of the application, aflording opportunity
for interested persons to submit comments and
views on the public interest tactors, has been duly
published (43 fed. Reg. 47013y, The time for
filing comments and views has expired, and the
board has considered the application and all com-
ments received in the light of the public interest
tactors set forth in § 4e)&) of the Act 12 U.S.C.
§ 1843(c18).

Applicant, the largest banking organization in

Maryland, is a onc-bank holding company with
deposits of approximately $2 billion, representing
18.9 percent of total deposits in commercial banks
in Maryland (as of March 31, 1978). Through its
principal nonbank subsidiaries, Applicant is ¢n-
gaged in mortgage banking, sccond mortgage
lending, consumer lending, commercial financing
and leasing.

Applicant’s leasing subsidiary, NMILC (with
assets of approximately $32.4 million as of June
30, 1978) was organized de novo in 1974 und
engages primarily in leasing transactions valued
between $250,000 and $10 million, ““middle mar-
ket™ leasing. Middle market transactions reflect
the underlying tax considerations whereby the les-
sor purchases the lease property and shares the
advantages of an investment tax credit with the
lessee by leasing the property at a cost lower than
the net purchase cost if the tax credit advantage
of ownership were not available. In light of Ap-
plicant’s income, MNLC has recently been unable
to expand its middle market [case transactions by
making use of further tax credit; thus, MNLC
begun to broker its lease originations and these
brokered transactions now dominate its leasing
activities.

GECC is a wholly owned subsidiary of General
Electric Company, one of the major industrial
corporations in the United States with consolidated
total assets, not including GECC, of $13.7 billion
and net income of S1.1 billion (for the year ending
December 31, 1977). GECC, currently the fourth
largest domestic non-captive finance company with
assets of approximately $6.1 billion (as of June
30, 1978), was organized i 1932 as a consumer
sales finance company, and has since evolved into
a major general finance company engaged in com-
mercial and industrial financing, consumer financ-
ing and insurance operations. GECC's commercial
and industrial financing activities include middle
market leasing, which represents approximately 6
percent of GECCTs lease receivables.

Applicant has proposed that MNLC would ac
quire 20 percent of the cquity in Company with
the remaining 80 percent to be owned by GECC,
Company would engage generally in structuring,
originating, buying, selling and scervicing chatel
mortgages, conditional sales contracts, and leases
of personal and real property. Applicant’s primary
purpose in participating i this joint venture with
GECC would be to take advantage of GECC's
much greater tax base and thereby expand its
originattion of tax motivated leases.
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Both GECC and MNLC are currently engaged
in the same type of leasing activities that would
be conducted by the joint venture. The agreement
between MNLC and GECC stipulates that the joint
venture shall in no way limit or restrict the ability
of MNLC or GECC to continue to conduct such
business in their own names and for their own
accounts. Nevertheless, in light of the fact that
GECC is already engaged in some middle market
leasing and there are no apparent limitations to
its expanding its activity in this market absent the
joint venture, the board tinds that the proposed
transaction would have a detrimental effect on
probable future competition.

The board has examined caretully Applicant’s
proposal and concludes that the benetits to be
gained by the proposed joint venture could be
achieved without the formation of Company.
There is no cevidence in the record that GECC,
which already engages in some middle market
leasing. is not tully capable of developing by itself
the capabilities that would be made possible by
the tormation of a joint venture. The record indi-
cutes that GECC has substantial financial resources
that would enable GECC to develop independently
the personnel to be provided by MNLC through
the joint venture. Moreover, the record indicates
that GECC has substantial expertise in middle
market leasing through its participation of leases
to small and medium size banks, and that GECC
is expanding its activity in this arca without the
assistance of an existing competitor.

Accordingly, the board does not find any tangi-
ble public benefits associated with the proposed
transaction. While  Applicant indicates that the
combined resources of GECC and MNLC would
“administrative savings™ which would
provide customers with u “preferential rate,”” the
record does not indicate that such savings or rate
reductions would be sutticient to produce public
benetits warranting approval of this application,
Furthermore, Applicant’s claim that consumma-
tion of the proposal would increase competition
by placing an additional competitor in the leasing
market cannot be granted great weight by the board
since both participants in the joint venture are
present in the market. Since the board finds that
the same result can be achieved absent the forma-
tion of & joint venture, with its potential for con-
centration of resources and lessening of competi-
ton in the product market in which the two parties
to the joint venwre compete, the joint venture
formation should not be approved.

produce

Based upon the foregoing and the other facts
of record, it is the board’s judgment that approval
of the application would not be in the public
interest and that the application should be, and
hereby is, denied.

By order of the Board of Governors, effective
February 23, 1979.

Voting for this action: Chairman Miller and Gover-
nors Wallich, Coldwell, Partee, and Teeters.
(Signed) THEODORE E. ALLISON,

[staL] Secretary of the Board.

National Detroit Corporation,
Detroit, Michigan

Order Approving Acquisition of
Ceriain Assets of James Talcou, Inc.

National Detroit Corporation, Detroit, Michi-
gan, a bank holding company within the meaning
of the Bank Holding Company Act, has applied
tor the board’s approval, under § 4(¢)(8) of the
Act (12 U.S.C. § [843(c)8)) and § 225.4(b)(2)
of the Board’s Regulation Y (12 C.F.R.
§ 225.4(b)(2)), to acquire, through its subsidiary,
Instaloan Financial Services, Inc. (*‘Instaloan™),
certain assets of James Talcott, Inc., New York,
New York (**Talcott™), and to engage in its com-
mercial Such activitics have
been determined by the board to be closely related
to banking (12 C.F.R. § 225.4(a)(1)).

Notice of the application, affording opportunity
for interested persons to submit comments and
views on the public interest factors, has been duly
published (43 Federal Register 59435). The time
for filing comments and views has expired, and
the board has considered the application and all
comments received in the light of the public inter-
est factors set forth in § 4(¢)(8) of the Act (12
U.S.C. § 1843(c)8)).

Applicant, the largest banking organization in
Michigan, controls seven commercial banks in that
state with aggregate deposits of $5.6 billion, rep-
resenting 15.7 percent of total deposits in com-
mercial banks in Michigan.?2 Appticant currently
engages through subsidiaries in insurance, mort-
gage banking, and consumer finance activities.

finunce activities.!

U In particular, Applicant proposes to acquire certain loans
receivable, and the furniture, furnishings, and equipment of
the Detroit office of Talcott’s Business Finance Division.

2 Banking data as of December 31, 1977.
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Talcott’s Detroit ottice (“'Talcott-Detron’™ ) en-
gages in commercial finance activities including
the making of business loans secured by accounts
receivable, inventory, machinery and equipment,
and real estate. On July 31, 1978, Talcott-Detroit
had loans outstanding of $19.1 million, and gross
revenues of $2.4 million. Talcott-Detroit, which
obtains business from the lower peninsula of
Michigun and the state of Ohio, derives most of
its business from the Detroit, Cleveland, and
Grand Rapids SMSAs. Applicant’s banking sub-
sidiaries also originate business loans i the lower
peninsula of Michigan and the state of Ohio, and
on June 30, 1978, Applicant had a total of $504.8
million in business loans outstanding in the Detroit
SMSA.* However, it appears that neither Appli-
cant nor Talcott-Detroit controls a signiticant por-
tion ot the commercial loan murket in this arca,
inasmuch as the Detroit arca is served by over
70 commercial finance companics operating a total
ol 157 offices, including ottices of many of the
nation’s largest commercial finance companices.
Thus, while consummation of the proposal would
climinate some competition existing between Ap
plicant and Talcott-Detroit office, it appears that
the amount of competition that would be elimi-
nated is slight.

In this connection, the board notes that Talcou
has experienced tinancial ditticulties, which have
caused it to contract its overall operations. This
development is reflected in a decline since 1973
of Talcott-Detroit’s gross revenues and loans out-
standing. In view of the ditliculties taced by Tal-
cott and its future prospects, it does not appear
likely that Talcott-Detroit will remain a viable
independent competitor in the Detroil area.t In
view of these facts, the board concludes that
consummation ol the proposal would have only
slightly adverse effects on competition. When bal-
anced against the public benetits expected to result
from this transaction, these adverse etfects are not
5o serious as to warrant denial ot the proposal.

By acquiring the assets of Tulcott-Detroit, Ap-
plicant will ¢nsure the continued availability of
commercial loans to Talcott-Detroit’s customers ut
its present location. The board views this tactor

# The Detroit SMSA is approximated by Macomb, Oakland,
and Wayne Countes and portions of St. Clair, Lapeer, Lis
ingston, Washtenaw. and Monroe counties, all in the State
of Michigan,

FThe board also notes that Talcott has announced s inten
tion to sell the assets of its Business Finance Division, includ
ing Talcott-Detroit, in order 1o obunn additional revenues.

as particufarly significant in light of Talcott's re
duction of its overall operations in recent years
and the difticulty Talcott-Detroit has experienced
in obtaining access to borrowed funds at competi-
tive rates. Furthermore, aftitiation with Applicant
should enable Talcott-Detroit to become a more
etfective competitor in the arcas where it operates.

On the basis ol these and other facts of record,
the board concludes that the benefits to the public
that can reasonably be expected o result from
Applicant’s acquisition of the assets of Talcott-
Detroit are suflicient to outweigh the stight adverse
eflects on competinon that would result from the
proposal. Furthermore, there is no evidence in the
record to indicate that consummation ol the pro-
posed trensaction would result in unfair competi-
tion, conflicts of mterest, unsound banking prac-
tice, or any other etfects that would be adverse
to the public interest.

Based upon the foregoing and other consid:
crations reflected in the record, the board  has
determined that the balance of the public interest
factors the board 1s required o consider under
§ 8y is favorable. Accordingly, the applica
tion is hereby approved. This determination is
subject to the conditions set Torth in § 225 4!
of Regulation Y and to the board™s authority to
require such moditication or termination of the
acuvities of a holding company or any of its
subsidiaries as the bouard tinds necessary 1o assure
compliance with the provisions and purposes of
the Act and the board™s regulations and orders
issued thercunder, or to prevent evasion thereof.

The transaction shall be made not later than
three months after the etlective date of this Order,
unless such period is extended for good cause by
the board or by the Pederal Reserve Bank of
Chicago, pursuant to delegated authority.

By order of the Board of Governors, elective
February 26, 1979,

Voting for this action: Chairman Miller and Gover
nors Wallich, Coldwell, Partee, and Teeters.

(Signed) Jorn M. Wariacr,

[sraL] Assistant Secretary of the Board.

Prior and Final Certifications Pursuant to
the Bank Holding Company Tav Act of 1976

Prior and tinal certtications ere continued on
the tollowing page.
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Shelter Resources. Inc.
Cleveland, Ohio

Prior Certification Pursuant 1o the
Bank Holding Company Tax Act of 1976
[Docket No. 76-125]

Shelter Resources,  Inc.,  Cleveland,  Ohio
(**Shelier™), has requested a prior certification
pursuant to section 6158(a) of the Internal Revenue
Code (the "Code™), as amended by section 3(a)
of the Bank Holding Company Tax Act of 1976
(the "“lax Act™"), that ns sale on April 23, 1973,
of 61,579 outstanding shares ot Capital National
Bank, Cleveland. Ohio ¢"Bank™), indirectly
owned and controlled by it through its wholly
owned subsidiary, Capital Bancorporation, Cleve-
land, Ohio  ("Bancorporation™), to  BancOhio
Corporation, Cleveland, Ohio (" BancOhio™), was
necessary or appropriate to eifectuate the policies
of the Bank Holding Company Act (12 U.S.C.
§ 1841 ¢r seq. C"BHC Act™)). Shelter has also
requested a final certitication pursuant 1o section
6158(¢)(2) of the Code that 1t (betore the
expiration of the period prohibited property s
permitted under the BHC Act to be held by a bank
holding company) ceased to be a bank holding

has

company.'!

In connection with these requests, the following
imformation is deemed relevant for purposes of
issuing the requested certitications:®

L. Shelter is a corporation organized under the
laws of the state of Delaware on February 11
1970, as the successor by merger to Electronics
Capital Corporation, a corporation organized in
1959 under the laws ot the state of Massachuscetts.
Since Shelter was organized under an internal
reorganization plan ot Electronies Capital Cor
poration, for purposces of this application corporate
actions described as taken by Shelier prior to s
organization are understood to be actions taken by

UPusswant o sections 2d 2y and 3te2)y ot the Tax Act,
in the case ot any sale that takes place on or before December
31,1976 (the 90th day atter the date ot the enactment of the
Lax Ach, the certification described in section 6 158¢a) shall
be treated as made before the close of the calendar year
following the calendar year i which the Tast sale occurred,
i application tor such certification was made before the close
of December 310 1970, Shelier's application tor such certfi
cation was received by the board in Lanuary . 1977, but post
marked December 30, 1976, thereby complying with the stat
utory time limit on filimg ot applications.

* This intormation derives trom Shelter's correspondence
with the board concerning s request tor certification, and
Registration Statements hled wath the board by Shelter and
Bancorporation pursuant to the BHC Act, and other records
of the board.

Electronics Capital Corporation. Bancorporation is
a corporation organized under the laws of the state
of Ohio on October 18, 1961. Shelter acquired
98.42 pereent of the outstanding voting shares of
Bancorporation on January 28, 1969.

2. On January 28, 1969, Shelter acquired indi-
rect ownership and control, through Bancorpora-
tion, of 43,305 shares of Bank, representing 98.42
percent of the then total outstanding voting shares
of Bank (a splitol Bank's shares in 1971 increased
the number of Bank’s outstanding shares to 61,600
shares, of which Shelter indirectly owned or con-
trolled 61,579).

3. Shelter became a bank holding company on
December 31, 1970, as a result of the 1970
Amendments to the BHC Act, by virtue of its
direct ownership and control at that time ot more
than 25 percent of the outstanding voting shares
of Bancorporation, and by virtue of its indirect
ownership and control at that time, through Ban-
corporation, of more than 25 percent of the out-
stunding voting shares of Bank, and it registered
as such with the board on bebruary 17, 19727
Shelter would have been a bank holding company
on July 7. 1970, 1if the BHC Act Amendments
of 1970 had been in ellect on such date by virtue
of us direct and indirect ownership and control
on that date of more than 25 percent of the out-
standing  voting shares of  Bancorporation  and
Buank, respectively.

4. On July 2, 1971, Shelter filed an irrevocable
declaration with the board, that it would cease to
be a bank holding company by divesting of its
interest in Bank by January 1, 1981.

5. On January 2, 1973, the board issued an
Order pursuant to section 36)(3) of the BHC Act
approving the application of BancOhio to acquire
100 percent (less directors’ qualifying shares) of
the voting shares of Bank, and on April 23, 1973,
Shelter the 61,579 shares of Bank
owned or controlled by it, through Bancorpora-
tion, to BancOhio for cash.

6. On April 23, 1973, Shelter held property
acquired by 1t on or betore July 7, 1970, the
disposition of which would, but tor Shelter’s. de-
cluration under section 4e)(12) of the BHC Act,
have been necessary or appropriate 1o celfectuate

sold all of

* Bancorporation similarly became o bank holding company
on December 3101970, as a result ot the 1970 Amendments
to the BHC Act, by virtue of its direct ownership and control
ol more than 25 percent of the outstanding voting shares of
Bank, and it repistered as such with the board on February

2, 1972,
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section 4 of the BHC Actif Shelter were to remain
a bunk holding company beyond December 31,
1980, and which property is ““prohibited prop
erty”” within the meaning of sections 6158(1)(2)
and 1103(¢) of the Code.

7. Neither Shelter nor any subsidiary of Shelter
holds any interest in Bank, BancOhio, or any
company that controls a bank.

8. Neither BancOhio nor any  subsidiary  of
BancOhio, including Bank, holds any interest in
Shelter or any subsidiary of Shelter.

9. No oflicer, director (including honorary or
advisory director) or employee with policy-making
functions of Shelter or any subsidiary of Shelter
also holds any such position with BancOhio, or
any subsidiary of BancOhio, including Bank, or
with any other bank or company that controls a
bank.

10. Shelter does not control i any manner the
clection of a majority of directors, or exercise a
controlling influence over the management or pol
icies, of BancOhio or any subsidiary of BancOhio,
including Bank, or of any other bunk or company
that controls a bank.

On the basis of the foregoing information, it
1s hereby certified that:

(A) at the time ol its sale, through Bancorpo-
ration, ol the 61,579 shares of Bank 1o BancOhio,
Shelter was a qualiticd bank holding corporation,
within the meaning of section 61581y and sub
section (b)y ol sectuon 1103 ot the Code, and
satistied the requirements ol that subsection;

(B) the shares of Bank that Shelter sold to
BancOhio through Bancorporation were all or part
of the property by reason of which Shelter con-
trolled (within the meaning ol section 2(a) of the
BHC Act) a bank or bank holding company;

(Cithe sale of the shares of Bank was necessary
or appropriate to clfectuate the policies of the BHC
Act:

(D1 Shelter has (before the expiration of the
period prohibited property is permitted under the
BHC Act 1o be held by a bank holding company)
ceased to be a bank holding company; and

() Shelter has disposed ol all banking prop-
erty

This certification s based  upon the repre-
sentations made to the board by Shelter and upon
the fucts set forth above. In the event the board
should hercatter determine that facts material to
this certitication are otherwise than as represented
by Shelter, or that Shelter has tailed 1o disclose
to the board other material Tacts, 1t may revoke
this certification.

By order of the Board of Governors, acting
through its General Counsel, pursuant to delegated
authority (12 C.F.R. § 265.2(b)(3)), cflective
February 27, 1979.

(Signed) THEODORE E. ALLISON,

[StAlL} Secretary of the Board.

Republic of “Texas Corporation,
Dallas, ‘Texas

Prior Certification Pursuant to the
Bank Holding Company Tax Act of 1976
[Docket No. TCR 76-107]

Republic of ‘Texas Corporation, Dallas, Texas
("Republic™™) has requested a prior certification
pursuant to § 6158(a) of the Internal Revenue
Code (the "Code™ ), as amended by § 3(a) of the
Bunk Holding Company Tax Act of 1976 (the
“Tax Act™), that the proposed sale by Westgate
Company, a subsidiary of Republic, of 4.474 acres
of certain real property tocated in Irving, Texas
("Westgate Property™), is necessary or appro-
priate to etfectuate § 4 of the Bank Holding Com-
pany Act (12 U.S.C. § 1843 ¢1 seq.) (""BHC
Act’). Westgate proposes to sell the Westgate
Property to two individual purchasers for cash.

In connection with this request, the following
information is deemed relevant for purposes of
issuing the requested certilication: !

1. On July 7. 1970, Republic National Bank
of Dallas (Old Republic Bank™), a national
banking association, indirectly controlled 29.9
pereent of the outstanding voting shares of Oak
Clit Bank and Trust Company, Dallas, Texas
(" Ouak Clifl Bank™).

2. On July 7, 1970, Old Republic Bank indi-
rectly controlled, through the Howard Corporation
C Howard "y, a trusteed  alliliate, property  the
disposition of which would be necessary or appro-
priate to ctfectuate § 4 of the BHC Act if Old
Republic Bank were to continue 1o be a bank
holding company beyond December 31, 1980,
which property is ““prohibited property™ within
the meaning of § [103(¢) of the Code.

3. Old Republic Bank became a bank holding
company on December 31, 1970, as a result of
the 1970 Amendments to the BHC Act, by virtue
of its indirect control at that time of more than

' This information derives from Republic’s correspondence
with the board coucerning its request tor this certitication,
Republic’s Registration Statement filed with the board pursuant
to the BHC Act as well as the Registration Statement of
Republic National Bank and other records ot the board.
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25 percent of the outstanding voting shares of Oak
Cht Bank, and it registered as such with the board
on September 24, 1971

4. Republic is w corporation that was organized
under the Taws of the state of Delaware on July
12, 1972, tor the purpose of effecting the reorgan-
ization of Old Republic Bank mto a subsidiury of
Republic.

5. On September 10, 1973 the board ruled that
m the event Republic were to become a bank
holding company through the acquisition ot the
merger to Old Republic Bank,
Republic would not be regarded as o " “successor™
to Old Republic as defined in § 2(e) of the BHC
Act for the purposes of § 2(a)(6) of the BHC Act,
or as a “eompany covered in 1970077 as that term
is detined in the BHC Act, and that Republic was
not entitled to the benefit of any grandfather privi-
leges that Old Republic Bank may have possessed
pursuant to the proviso in § 4ta)2) of the BHC
Act.

6. By Order dated October 25, 1973, the board
approved Republic’s application under § 3¢l of
the BHCO Act to become o bank holding company
through the acquisition ot 100 percent of the voting

suceessor by

shares (less directors™ qualifying shares)y of the
successor by merger to Old Republic Bank and
the indirect acquisition of control of 29.9 percent
of the voung shares of Oak Chitt Bank. Pursuant
1o the provisions of § Ha)2) of the BHC Act,
Republic was required by that order to divest iselt,
within two years trom the date as of which it would
become a bank holding company, of the imper-
missible nonbanking interests that would be di-
rectly or indirectly controlled by the successor by
merger to Old Republic Bank, including  such
mpermissible interests held by Howard.

7. On May 9, 1974, in a transaction described
g 368G HA)Y and § 368(a)2)(1)) of the Code,
Old Republic Bank was merged into the present
Republic National Bank of Dallas ¢*New Republic
Bank ™, a national banking association which was
a wholly owned subsidiary (except for directors”
qualifying shares) of Republic. New  Republic
Bank thereby acquired substantially all of the
properties of Old Republic Bank and Republic
thereupon became a bank holding company. By
virtue of three onc-year extensions granted by the
bouard, Republic presently has until May 9, 1979,
to complete the divestitures required by the board’s
Order of October 25, 1973,

8. As puart of the sume transaction by which
Republic became o bank holding company, in a
transaction to which § 351 of the Code applied,

Republic acquired beneficial interests in the shares
of Howard held by trustees for the benefit of
sharcholders of New Republic Bank, which shares
are shares described in § 2(g)(2) of the BHC Act.

9. The Westgate Property  was acquired by
Howard on November 13, 1969, and is a part of
the property of Howard in which Republic ac-
quired a beneticial interest pursuant to § 2(g)(2)
of the BHC Act.

On the basis of the foregoing information, it
is hereby certitied that:

(A) Prior to May 9, 1974, Old Republic Bank
“qualiticd  bank  holding  corporation,™
within the meaning of subscction (by of § 1103
of the Code. and satistied the requirements of that
subsection.

(B) New Republic Bank 15 a corporation that
acquired substantially all of the properties of a
qualified bank holding corporation, and as such
is treated as a qualitied bank holding corporation
for the purposes of § 6158 of the Code, pursuant
to § 3(d) of the Tax Act.

(C) Republic is a corporation in control (within
the meaning of § 2(ax2) of the BHC Act) of New
Republic Bank, and as such is treated as a qualified
bank holding corporation for the purposes of
§ 6158 of the Code, pursuant to § 3(d) of the Tax
Act.

(1)) Howard is a subsidiary (within the meaning
of § 2(d) of the BHC Act) of Republic, and as
such is treated as a qualified bank holding cor-
poration for the purposes of § 6158 of the Code,
pursuant to § 3(d) ol the Tax Act.

(k) The  Westgate  Property i1s ““prohibited
property ™ for the purposes of § 6158 of the Code;
and

(Fy the sale of the Westgate Property is neces
sary or appropriate to cffectuate § 4 of the BHC
AL,

This certification is based upon the representa-

wuas  a

tions made to the board by Republic and upon
the tacts set forth above. In the event the board
should hereafter determine that facts material o
this certification are otherwise than as represented
by Republic, or that Republic has Tailed to disclose
to the board other material tacts, it may revoke
thiy certification.

By order of the Board of Governors acting
through its General Counsel, pursuant to delegated
authority (12 C.F.R.§ 265.2(8)03)), ctlective
February 14, 1979.

(Signed) GRIFFITH L. GARWOOD,

[siAL| Deputy Secretary of the Board.
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The Sperry and Hutchinson Company,
New York, New York

Prior Certification Pursuant to the
Bank Holding Company Tux Act of 1976
[Docker No. TCR 76—-171]

The Sperry and Hutchinson Company, New
York, New York (""S&H™) has requested a prior
certification pursuant to section HOI(e)(3) of the
Internal Revenue Code (Code™ ), as amended by
section 2(a) of the Bank Holding Company Tax
Act of 1976, that its proposed divestiture of all
of the 1,382,815 shares of State National Bank
of Connccticut, Bridgeport, Connecticut
("Bank™"), presently held by S&H, through the
pro rata distribution to S&H's common stock-
holders of the stock of state National Bancorp,
Inc. (*Bancorp™), a corporation created and
availed of solely for the purpose of receiving
S&H's Bank shares, is necessary or appropriate
to effectuate the policies of the Bank Holding
Company Act (12 U.S.C. § 1841 ¢t seq) (""BHC
Act’"y. S&H proposes to exchange the 1,382,815
shares of Bank that it presently owns for all of
the shares of Bancorp, and immediately thereafter
to distribute all of Bancorp’s shares pro rata to
the holders of common stock of S&H.!

In connection with this request, the following
information is deemed relevant, for purposes ol
issuing the requested certitication:

1. S&H is a corporation organized under the

" The board has received a protest 1o this proposal tfrom
a group of individuals owning approximately five percent of
S&H's preferred shares (" Protestants™). Protestants claim that
the proposed divestiture is not in the best interests of S&H's
minority sharcholders because it will reduce S&H's net assets
by approximately 20 percent with no corresponding benetit
to S&H. Morcover, they say, the proposal will not result
atrue divestiture because the same stockholders that currently
control S&H will control Bancorp and Bank after the spinoti.
Finally, Protestants assert that S&H has made no serious etfort
to sell Bank ¢ven though it was approached on several occa-
sions by potential purchasers of Bank.

The facts that a preferred sharcholder may not receive any
direct benetits from w spinoft and that, after a spinott, share
holders of a bank holding company and a divested company
are identical, are both results of a divestiture method clearly
sanctioned by Congress. Section [HOI(b)2) of the Code au
thorizes spinoffs o holders of a bank holding company’s
common shares without any participation in the transaction by
the holders of the company’s preferred shares. Under section
LTOT(a)(3), such spinoffs must be made on a pro rata basis
unless the company has 10 or tewer sharcholders. Since i
spinott is clearly a permissible divestiture method, the exist-
ence of potential purchasers for Bank would not be determi
native for purposes of assessing the adequacy of the proposed
divestiture. (See note 4 below for turther discussion of the
adequacy of the proposed divestiture.)

2 This information derives from S&H's correspondence with
the board concerning its request for this certitication, S&H™s

laws of New Jersey on October 19, 1900.

2. Between September 30, 1968, and April 27,
1970, S&H acquired ownership and control of
551,100 shares, representing approximately 99
percent of the outstanding voting shares, of Bank.

3. S&H became a bank holding company on
December 31, 1970, as a result of the 1970
Amendments to the BHC Act, by virtue of ity
ownership and control at that time of more than
25 percent of the outstanding voting shares of
Bank, and registered as such with the board on
July 1. 1971. S&H would have been a bank
holding company on July 7, 1970, if th¢ BHC
Act Amendments of 1970 had been in effect on
that date by virtue of its ownership and control
on that date of more than 25 percent of the out-
standing voting shares of Bank. S&H presently
owns and controls 1,382,815 shares, representing
99.3 percent of the outstanding voting shares, of
Bank.?

4. S&H holds property acquired by it on or
before July 7, 1970, the disposition of which
would be required by section 4 of the BHC Act,
it S&H were to continue to be a bank holding
company beyond December 31, 1980, and which
property is  “prohibited property’ within  the
meaning of section 1103(¢) of the Code.

5. S&H has committed to the board that it will
terminate all intertocking relationships between
S&H and Bank by April 30, 1979.*

On the basis of the foregoing information, it
1s hereby certified that:

Registration Statement tiled with the board pursuant to the BHC
Act, and other records of the board.

# Hank declared a 150 percent stock dividend in 1974 and
S&H consequently received an additional 826,650 shares of
Buank on the basis ol the 551,100 shares acquired prior to July
7, 1970. Under section 1HOLO ot the Code, property
acquired after July 7, 1970, generally does not qualify for the
tax benetits of section 1101¢h) when distributed by an otherwise
qualitied bank holding company. However, where such prop
erty is acquired by a qualitied bank holding company m a
transaction i which gain is not recognized under section 305¢a)
ol the Code then section 1101¢h) is applicable. S&H  has
indicated that these shares of Bank were acquired in a transac
tion in which gain was not recognized under scetion 305¢a)
ot the Code. Accordingly, even though such shares were
acquired atter July 7. 1970, those shares would nevertheless
qualify as property cligible for the tax benefits provided in
section {101(b) of the Act, by virtue of section 1101, il
they were in fact received in a transaction in which gain was
not recognized under section 305¢a) of the Act.

The remaining 5,065 shares of Bank now held by S&H were
acquired through cash purchase after July 7. 1970, or through
stock dividends with respect to such shares. These shares are
not eligible for the tax benetits of section 1101(h) since none
of the exceptions to section [1OTe) is applicable to them.

* It is noted that S&H has controlled Bank for approximately
10 years und owns 99 percent of Bank’s shares. During that
time, Bank selected most of its officer/directors, but obtained
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(A) S&H is a qualitied bank holding corpora-
tion within the meaning of section 1103(b) of the
Code, and satisties the requirements of that scc-
tion;

(B) the shares of Bank that S&H proposes to
exchange for shares of Bancorp are all or part of
the property by reason of which S&H controls
(within the meaning of section 2(a) of the BHC
Act) a bank or bank holding company; and

(C) exchange of the shares of Bank for the
shares of Bancorp and the distribution to the com-
mon sharcholders of S&H of the shares of Bancorp
are necessary or appropriate to eftectuate the poli-
cies of the BHC Act.

This certification is based upon the repre-
sentations made to the board by S&H and upon
the facts set torth above. In the event the board
should hereafter determine that facts material to
this certification are otherwise than as represented
by S&H or that S&H has failed to disclose to the
board other material facts, it may revoke this
certitication. This certification is also granted on
the condition that after April 30, 1979, no person
holding an office or position (including an advisory
or honorary position) with S&H or any of its
subsidiaries as an officer, director, policy-making
employee or management consultant, or who per-
forms (directly, or through an agent, representative
or nominee) functions comparable to those nor-
mally associated with such office or position, will
hold any such oftice or position or perform any
such function with Bancorp, Bank, or any of their
subsidiaries or aftiliates.

By order of the Board of Governors, acting
through its General Counsel, under delegated au-
thority (12 C.F.R. § 265.2(b)(3)), ctlective Feb-
ruary 16, 1979.

(Signed) GrIFFITH .. GARWOOD,

[sEAlL ] Deputy Secretary of the Board.

prior approval of such decisions from S&H. Four of Bank's
ofticer/directors are also ofticer/directors of S&H, and were
selected by S&H to become members of Bank's management.
S&H is a publicly held corporation. 58 percent of its voting
shares are owned by members of the Beinecke tamily. This
stock ownership is dispersed among 70 holders, however. The
largest number ol shares that could be attributed to one person
on the basis ot the “immediate family™ rule of Regulation
Y (scction 225.2(by21) is the approximately 28 percent of
S&H's shares owned by William Beinecke and members of
his immediate tamily. Ot seven Beinecke family members that
siton S&H's 2 1-member board of directors, S are not members
of Willium Beinecke's immediate family. Thus, it does not
appear that S&H is subject to the control of any one individual,
and termination of the interlocking relationships appears nec
essary to further a complete divestiture of S&H's control over
Bank since these corporate interlocks are among the principal
means by which S&H might maintain control over bank.

Sloan State Corporation,
Sloan, lowa

Prior Certification Pursuant to the
Bank Holding Company Tax Act of 1976
[Docker No. TCR 76-168|

Stoan State Corporation, Sloan, lowa
(**Sloan’"), has requested a prior certification pur-
suant to section 1101(a)(1) of the Internal Revenue
Code (**Code’"), as amended by section 2(a) of
the Bank Holding Company Tax Act of 1976, that
its proposed divestiture of approximately 75 acres
of real property (**Seventy-five Acres’’)! through
the distribution of such property to shareholders
of Sloan as tenants in common is necessary or
appropriate to cffectuate the policies of the Bank
Holding Compuny Act (12 U.S.C. § 1841 et seq.)
(""BHC Act™).

In connection with this request, the following
information is deecmed relevant:

I. Sloan is a corporation organized under the
laws of the state of lowa on September 12, 1968.

2. In September, 1968, Sloan acquired owner-
ship and control of 910 common shares, repre-
senting 91 percent of the outstanding voting
shares, of Sloan State Bank, Sloan, lowa
(*"Bank'").

3. Sloan became a bank holding company on
December 31, 1970, as a result of the enactment
of the 1970 Amendments to the BHC Act, by
virtue of its ownership and control at that time
of more than 25 percent of the outstanding com-
mon shares of Bank, and it registered as such with
the board on October 12, 1971. Sloan would have
been a bank holding company on July 7, 1970,
it the 1970 Amendments to the BHC Act had been
in effect on such date by virtue of its direct

' The legal description of Seventy-tive Acres is as follows:

All that part of the Southeast Quarter of Section 32
lying East of the Right-of-way of the Chicago &

Northwestern Railway Company, in Township 86

North, Range 46, West of the 5th P.M., except a tract

of land described as follows: Commencing at the

Northeast Corner of the Southeast quarter of Section

32, Township 86, Range 46, thence running South

along the half section line a distance of 1326 feet to

the point of beginning; thence West and parallel with
the half section line a distance of 410 feet:; thence South
parallel with the east section line a distance of 610 feet;

thence East and parallel with the South section line a

distance of 410 feet; thence North along the East section

line a distance of 610 feet to the place of beginning,
containing 75 acres more or less, in Woodbury County,
lowa.

* This information derives from Sloan's communications
with the board concerning its request for this certification and

Sloan’s registration statement filed with the board pursuant to
the BHC Act.
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ownership and control on that date of more than
25 percent of the outstanding common shares of
Bank. Sloan presently owns and controls 91 per-
cent of the outstunding common shares of bank.

4. Sloan purchased Scventy tive Acres on Sep-
tember 12, 1969, and has owned such property
continuously since that date.

5. Sloan does not engage in any nonbanking
activities other than the holding of certain real
property. Sloan has proposed to divest all of its
real property.

6. Sloan acquired Seventy-five Acres before
July 7, 1970. The disposition of Scventy-tive
Acres would be necessary or appropriate to etlec-
tuate section 4 of the BHC Act if Sloan were to
continue to be a bank holding company beyond
December 31, [980, and such property is ““pro-
hibited property’™ within the meaning of section
1103(¢) of the Code.

On the basis of the foregoing information, it
is hereby certitied that:

A. Sloan is a qualified bank holding corporation
within the meaning of section 1103(b) of the Code,
and satisfies the requirements of that section;

B. The distribution of Seventy-five acres is
necessary or appropriate to effectuate the policies
of the BHC Act.

This certification is based upon the repre-
sentations made to the board by Sloan and upon
the facts set forth above. In the event the board
should hereafter determine that the facts material
to this certification are otherwise than as repre-
sented by Sloan or that Stoan has tailed to disclose
to the board other material facts, the board may
revoke this certitication.

By order of the Board of Governors, acting
through its General Counsel pursuant to delegated
authority (12 C.F.R. § 265.2(b)(3)), clfective
February 27, 1979,

(Signed) THEODORE E. ALLISON,

[sEAlL] Secretary of the Board.

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Board of Governors

During February 1979, the Board of Governors approved the applications listed below. Copies are available
upon request to Publications Services, Division of Administrative Services, Board of Governors of th
Federal Reserve System, Washington, D.C. 20551,

Section 3

Board action
(effective

Applicant Bank(s) dute)

February 23, 1979

First National Bank of Bowman,
Bowman, North Dakota

The Oshkosh National Bank,
Oshkosh, Wisconsin

First National Bank of Greater
Miami, Hialeah, Florida

Bowman Capital Co.,
Omaha, Nebraska

First National Corporation,
Appleton, Wisconsin

Marsh Investments, N.V.
Curacao, Netherlands Antilles

Marsh Investments, B.V.
Rotterdam, the Netherlands

M.F.G. Investments, Inc.
Hialeah, Florida

Metropolitan Bancorporation,
Tampa, Florida

February 12, 1979

February 12, 1979

Metropolitan Bank and Trust
Company, Tampa, Florida
Holiday Bank, Holiday, Florida

The Citizens National Bank of
Denison, Denison, Texas

February 22, 1979

Texas American Bancshares, Inc.
Fort Worth, Texas

February 12, 1979
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BY FEDERAL RESERVE BANKS

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

Section 3

Effective

Reserve
Applicant Bank(s) Bank date
Society Corporation, First National Bank of Cleveland February 7, 1979

Cleveland, Ohio Clermont County,

Bethal, Ohio

ORDERS APPROVED UNDER BANK MERGER AcCT

Reserve Effective
Applicant Bank(s) Bank date
The Central Trust The Central Trust Company Cleveland February 14, 1979

ol Zanesville,
Zanesville, Ohio

Company. Reynolds-
burg, Ohio

PENDING CASES INVOILVING THE BOARD 0OF GOVERNORS

Does not include suits against the Federal Reserve Banks in which the Board of Governors is not rumed a party.

California  Life Corporation v. Board of
Governors, filed January 1979, U.S.C.A. for
the District of Columbia.

Hunter Holding Company v. Board of Gover-
nors, filed December 1978, U.S.C.A. for the
Eighth Circuit.

Consumers Union of the United States v. G.
William Miller, et al., tiled December 1978,
U.S.D.C. for the District of Columbia.

Commercial National Bank, et al., v. Board
of Governors, tiled December 1978,
U.S.C.A. for the District of Columbia.

Ella Jackson et al., v. Board of Governors, filed
November 1978, U.S.C.A. for the Fifth Cir-
cuit.

Metro-North State Bank, Kansas City v. Board
of Governors, filed October 1978, U.S.C.A.
for the Eighth Circuit.

Manchester-Tower Grove Community Organi-
zation/ACORN v. Board of Governors, filed
September 1978, U.S.C.A. for the District
of Columbia.

Beckley v. Board of Governors, filed July 1978,
U.S.D.C. tor the Northern District of Illinois.

Independent Bunkers Association of Texas v.
First National Bank in Dallas, et al., filed
July 1978, U.S.C.A. for the Northern District
of Texas.

Mid-Nebraska Bancshares, Inc. v. Board of
Governors, filed July 1978, U.S.C.A. for the
District of Columbia.

NCNB Corporation v. Board of Governors,
filed June 1978, U.S.C.A. for the Fourth
Circuit.

United States League of Savings Associations
v. Board of Governors, filed May 1978,
U.S.D.C. for the District of Columbia.

Security Bancorp and Security National Bank
v. Board of Governors, filed March 1978,
U.S.C.A. for the Ninth Circuit.

Michigan National Corporation v. Board of
Governors, filed January 1978, U.S.C.A. for
the Sixth Circuit.

Wisconsin Bankers Association v. Board of
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Governors, tiled January 1978, U.S.C.A. for
the District of Columbia.

Vickars-Henry Corp. v. Board of Governors,
filed December 1977, U.S.C.A. for the Ninth
Circuit.

Emch v. The United States of America, et al.,
filed November 1977 for the Eastern District
of Wisconsin.

Central Bank v. Board of Governors, filed
October 1977, U.S.C.A. for the District of
Columbia.

Invesiment Company Institute v. Board of Gov-
ernors, liled September 1977, U.S.D.C. for
the District of Columbia.

BankAmerica Corporation v. Board of Gover-
nors, filed May 1977, U.S.D.C. for the
Northern District of California.

BankAmerica Corporation v. Board of Gover-

nors, tiled May 1977, U.S.C.A. for the Ninth
Circuit.

Roberts Farms, Inc. v. Comptroller of the Cur-
rency, etal., tiled November 1975, U.S.D.C.
for the Southern District of California.

Florida Association of Insurance Agents, Inc.
v. Board of Governors, and National Asso-
ciation of Insurance Agents, Inc. v. Board
of Governors, filed August 1975, actions
consolidated in U.S.C.A. for the Fifth Cir-
cuit.

David R. Merrill, et al., v. Federal Open Mar-
ket Committee of the Federal Reserve System,
filed May 1975, 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.



Directors of

Federal Reserve Banks and Branches

Following is a list of the directorates of the Federal
Reserve Banks and Branches as at present consti-
tuted. The list shows, in addition 1o the name of
cach director, his principal business afliliation, the
class of directorship, and the date when his term
expires. Each Federal Reserve Bank has nine
directors:, three Class A and three Class B direc-
tors, who are elected by the stockholding member
banks, and three Class C directors, who are ap-
pointed by the Board of Governors of the Federal
Reserve System. All Federal Reserve Bank direc-
tors are chosen without discrimination on the basis
of race, creed, color, sex, or national origin. Class
A directors are representative of the stockholding
member banks. Class B directors represent the
public and are elected with due but not exclusive
consideration to the interests of agriculture, com-
merce, industry, services, labor, and consumers,
and may not be officers, directors, or employees
of any bank.

For the purpose of electing Class A and Class
B directors, the member banks of each Federal
Reserve district are classified by the Board of
Governors of the Federal Reserve System into
three groups, cach of which consists of banks of

similar capitalization, and each group elects one
Class A and one Class B director. Class C directors
are selected to represent the public with due but
not exclusive consideration to the interests of ag-
riculture, commerce, industry, services, labor, and
consumers, and may not be officers, directors,
employees, or stockholders of any bank. One
Class C director is designated by the Board of
Governors as Chairman of the Board of Directors
and Federal Reserve Agent and another is ap-
pointed Federal Reserve
Branches have cither five or seven directors, of
whom a majority are appointed by the Board of
Directors of the parent Federal Reserve Bank; the
others are appointed by the Board of Governors
of the Federal Reserve System. One of the direc-
tors appointed by the Board of Governors at each
Branch is designated annually as Chairman of the
Board in such a manner as the Federal Reserve
Bank may prescribe.

In this list of the directorates, names followed
by footnotg. 1 (') are Chairmen, those by footnote
2 (%) are Deputy Chairmen, and those by footnote
3 (*) indicate new appointments.

Deputy  Chairman.

DistricT [—BOSTON Term
expires
Cluss A Dec. 31
John Hunter, Jr. President, Vermont National Bank, Brattleboro, Vi, 1979

Richard D. Hill Chairman of the Board, First National Boston Corpora-
tion, Boston, Mass. 1980

Fred A. White® President, Dartmouth National Bank of Hanover, Han-
over, N.H. 1981

Class B

Carol R. Goldberg President, Stop & Shop Manufacturing Company, Boston,
Mass. 1979

Weston P. Figgins Chairman of the Board, Wm. Filene’s Sons Company,
Boston, Mass. 1980

Robert D. Kilpatrick?®

President & Chief Executive Officer, Connecticut General

Life Insurance Co., Hartford, Conn. 1981
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DistrICT [—BOstoN—Continued Term
expires
Class C Dec. 31
Kenneth [. Guscott President, Ken Guscott Associates, Boston Mass. 1979
Robert M. Solow'! Institute Professor, Massachusetts Institute of Technology
Cambridge, Mass. 1980
Robert P. Henderson®:® President & Chief Executive Ofticer, ltek Corp., Lexing-
ton, Mass. 1981

DistricT 2—NEW YORK

Class A
Ellmore €. Patterson Chairman of the Exccutive Committee, Morgan Guaranty
Trust Company of New York, New York, N.Y. 1979
Raymond W. Bauer Chairman and President, United Counties Trust Company,
Elizabeth, N.J. 1980
James Whelden President, Ballston Spa National Bank. Ballston Spa,
N.Y. 1981
Class B
Maurice F. Granville Chairman of the Board, Texaco, Inc., White Plains, N.Y. 1979
William S. Sneath Chairman of the Board, Union Carbide Corporation, New
York, N.Y. 1980
John R. Mulhcarn President, New York Telephone Company, New York,
N.Y. 1981
Class C
Boris Yavitz? Dean, Graduate School ol Business, Columbia Univer-
sity, New York, NUY. 1979
Robert H. Knight! Partner, Shearman and Sterling, Attorneys, New York,
N.Y. 1980
Gertrude Michelson Senior Vice President, Macy's New York, New York,
N.Y. 1981

—BUFFALO BRANCH

Appointed by Federal Reserve Bank

M. Jane Dickman Partner, Touche Ross & Co., Buftfalo, N.Y. 1979
William B. Webber Vice Chairman of the Board, Lincoln First Bank, N.A.,

Rochester, N.Y. 1979
William S. Gavitt President, The Lyons National Bank, Lyons, N.Y. 1980
Robert J. Donough President and Chief Exccutive Ofticer, Liberty National

Bank and Trust Co., Buftfalo, N.Y. 1981

Appointed by Board of Governors

Frederick ). Berkeley! Chairman of the Board and President, Graham Manufac-

turing Company, Inc.. Batavia, N.Y. 1979
John R. Burwell® President,  Rollins  Container  Corporation, Rochester,

N.Y. 1980

George L. Wessel? President, Buftalo AFL-CIO Council, Buffalo, N.Y. 1981
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DISTRICT 3—PHILLADELPHIA Term
expires
Cluss A Dec. 31
Donald J. Seebold President, The First National Bank of Danville, Danville,
Pa. 1979
John R. Biechler? President and Chiet Executive Ofticer, The Common-
wealth National Bank, Harrisburg, Pa. 1980
Robert H. Deacon® President, The Bank of Mid-Jersey, Bordentown, N.J. 1981
Cluss B
William S. Masland President and Chief Executive Officer, C.H. Masland &
Sons, Carlisle, Pa. 1979
Jack K. Busby Chairman and Chief Exccutive Ofticer, Pennsylvania
Power & Light Co., Allentown, Pa. 1980
Richard P. Hauser? Chairman and Chief Executive Ofticer, John Wanamaker,
Philadelphia, Pa. 1981

Class C

Jean Crockett Chairman, Dept. of Finance, Wharton School, University

of Pennsylvania, Philadelphia, Pa. 1979
Werner ¢, Brown? Chairman, Hercules Incorporated, Wilmington, Del. 1980
John W. Eckman' Chairman and President, Rorer Group, Inc., Fort Wash-

ington, Pa. 1981

DistTrICT 4—CILEVELAND

Cluss A
John W. Alford President, The Park National Bank, Newark, Ohio 1979
John A. Gelbach Chairman of the Board, Central National Bank of Cleve-
land, Cleveland, Ohio 1980
Everett L. Matfeut? President and Chief Executive Ofticer, Eaton National
Bank and Trust Co., Eaton, Ohio 1981
Class B
Charles Y. Luzarus Chairman, The F. & R. Lazarus Co., Columbus, Ohio 1979
Hays T. Watkins Chairman and President, Chessie System, Cleveland,
Ohio 1980
Walter J. Robb, Sr.? Chairman and Senior Partner, Proctor, Robb & Company,
Granville, Ohio 1981
Class C
Robert E. Kirby! Chairman and Chief Execcutive Officer, Westinghouse
Electric Corp., Pittsburgh, Pa. 1979
Armold R. Weber? Provost, Carnegie-Mellon University, Pittsburgh, Pa. 1980
J. L. Jackson® President. Falcon Coal Company Inc., Lexington, Ky. 1981

—CINCINNATT BRANCH,

Appointed by Federal Reserve Bank

William N. Liggett Chairman of the Board and Chief Executive Ofticer, The
First National Bank of Cincinnati, Cincinnati, Qhio 1979
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DistrICT 4—CLEVELAND—Continued Term
expires
—CINCINATTE BRANCH---Continued Dece. 31
Appointed by Federal Reserve Bank
Walter W. Hillenmeyer, Chairman and Chiel Executive Oflicer, First Security
Jr. National Bank & Trust Co., Lexington, Ky. 1980
Lawrence . Hawkins Senior Vice President, University of Cincinnati, Cincin-
nati, Ohio 1981
Elden Houts? President, The Citizens Commercial Bank and ‘Trust
Company, Celina, Ohio 1981
Appointed by Board of Governors
Sister Michael Leo
Mullaney * President, St. Joseph Hospital, Lexington, Ky. 1979
Lawrence H. Rogers 11 President and Chief Executive Ofticer, Omega Com-
munications, Inc., Cincinnati, Ohio 1980
Martin B. Friedman President, Formica Corporation, Cincinnati, Ohio 1981
—PrrrsBURGH BRANCH
Appointed by Federal Reserve Bank
Peter Mortensen President, F.NLUB. Corporation, Sharon, Pa. 1979
William E. Bierer President, Equibank N.A L, Pittsburgh, Pa. 1980
Robert W. Fiscus? President and Chiet Executive Officer, The Savings &
Trust Conipany of Pennsylvania, Indiana, Pa. 1981
R. Burt Gookin Vice Chairman and Chicef Executive Ofticer, H. J. Heinz,
Co., Pittsburgh, Pa. 1981
Appointed by Bouard of Governors
G Jackson Tuankersley! President, Consolidated  Natural Gas  Company, Pitts
burgh, Pa. 1979
Lloyd M. McBride President, United Steelworkers of America, Pittsburgh,
Pa. 1980
William H. Knocell President, Cyclops Corporation, Pittsburgh, Pa. 1981
DistrICT 5—RICHMOND
Class A
Frank B. Robards, Jr. President, Rock Hill National Bank, Rock Hill, S.C. 1979
Frederie H. Phillips President, New Bank of Roanoke, Roanoke, Va. 1980
Vincent C. Burke, Jr.® Chairman and Chief Excecutive Officer, The Riggs Na-
tional Bank of Washington, 1.C., Washington, D.C. 1981
Class B
Andrew .. Clark President, Andy Clark Ford, Inc., Princeton, W.Va. 1979
Thomas A. Jordan Secretary-Treasurer,  Stuart Furniture  Industries, Inc.,
Asheboro, N.C. 1980
Paul G. Milier® Chairman, President, and Chief Executive Oflicer, Com-
mercial Credit Company, Baltimore, Md. 1981
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DistricT 5—RicumoND—Continued

Class C
E. Angus Powell! Partner, Midlothian Company, Midlothian, Va.
Steven Muller President, The Johns Hopkins University, Baltimore, Md.
Maceo A. Sloan? Executive Vice President, North Caroling Mutual Life

Insurance Co., Durham, N.C.

—BALTIMORE BRANCH

Appointed by Federal Reserve Bunk

Lacy I. Rice, Jr. President, The OId National Bank of Martinsburg, Mar-
tinsburg, W. Va.

A. R. Reppert President, The Union National Bank of Clarksburg,
Clarksburg, W. Va.

Joseph M. Gough, Jr. President, The First National Bank of St. Mary’s, Leo
nardtown, Md.

Pearl C. Brackett Assistant/Deputy Manager, Baltimore Regional Chapter

of American Red Cross, Baltimore, Md.

Appointed by Board of Governors

I. E. Killian! President, Killian Enterprises, Inc., Gibson Island, Md.
Catherine Byrne Baltimore, Md.

Doehler
Joseph H. McLain President, Washington College, Chestertown, Md.

—CHARLOTTE BRANCH

Appointed by Federal Reserve Bank

Thomas L. Benson President, The Conway National Bank, Conway, S.C.

W. B. Apple, Jr. President, First National Bank of Reidsville, Reidsville,
N.C.

John T. Fielder President, J. B. Ivey and Company, Charlotte, N.C.

Hugh M. Chapman? Chairman of the Board, The Citizens & Southern National

Bank of South Caroling, Columbia, S.C.

Appointed by Board of Governors

Naomi G. Albanese Dean, School of Home Economics, University of North
Carolina at Greensboro, Greensboro, N.C.

Robert E. Elberson'! President, Chief Executive Ofticer and Director, Hanes
Corporation, Winston-Salem, N.C.

Henry Ponder? President, Benedict College, Columbia, S.C.

DISTRICT 6—ATLANTA

Class A
John T. Oliver, Ir, President, First National Bank of Jasper, Jasper, Ala.
Hugh M. Willson President, Citizens National Bank, Athens, ‘I'enn.
Guy W. Botts® Chairman of the Board, Barnett Banks of Florida, Inc.

Jacksonville, Fla.

Term
expires
Dec. 31

1979
1980

1981

1979
1979
1980

1981

1979
1980

1981

1979

1979
1980

1981

1979

1980
1981

1979
1980

1981
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DisTRICT 6—ATLANTA —Continued Term
expires
Class B Dec. 31
Jean McArthur Davis President, McArthur Dairy, Inc., Miami, Fla. 1979
Ulysses V. Goodwyn Executive Vice President, Southern Natural Resources
Inc., Birmingham, Ala. 1980
Floyd W. Lewis? President, Middle South Utilities, Inc., New Orleans, La. 1981
Cluss C
Clittord M. Kirtland, President, Cox Broadcasting Corporation, Atlanta, Ga. 1979
Ir.!
William A. Fickling, Jr.2  President and Chairman, Charter Medical Corporation,
Macon, Gua. 1980
Fred Adams, Jr. President, Cal-Maine Foods, Inc., Jackson, Miss. 1981

—BIRMINGHAM BRANCH

Appointed by Federal Reserve Bank

Drury Flowers Chairman, First Alabama Bank of Dothan, Dothan, Ala. 1979
Martha H. Simms Huntsville, Ala. 1979
George S. Shirley President, The First National Bank of Tuscaloosa, Tusca-

loosa, Ala. 1980
Guy H. Calfey, Jr.? Chairman and Chief Executive Officer, Southern Bancor-

poration of Alabama, Birmingham, Ala. 1981

Appointed by Board of Governors

William H. Martin, 1! President and Chiel Executive Officer, Martin Industries,

Inc., Florence, Ala. 1979
Harold B. Blach, Jr. President, Blach's, Inc., Birmingham, Ala. 1980
Louis J. Willie® Executive Vice President, Booker T. Washington Insur-

ance Co., Birmingham, Ala. 1981

—JACKSONVILLE BRANCH

Appointed by Federal Reserve Bank

Richard E. Ehlis President, Flortda National Bank at Lakeland, Lakeland,

Fla. 1979
William E. Arnold, Jr. President, William E. Arnold Company, Jacksonville,

Fla. 1979
DuBose Ausley President and Chief Executive Ofticer, Capital City First

National Bank, Tallahassee, Fla. 1980
Robert . Wartield, Jr.® Chairman and President, The First National Bank and

Trust Co., Eustis, Fla. 1981

Appointed by Board of Governors

Copeland D. Newbern! Chairman of the Board, Newbern Groves, Inc., Tampa,

Fla. 1979
Joan W. Stein Partner, Regency Square Shopping Center, Jacksonville,

Fla. 1980
Jerome P. Keuper® President, Florida Institute of ‘Technology, Mclbourne,

Fla. 1981
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DistricT 6—ATILANTA—Continued
—Miami BrRancH

Appointed by Federal Reserve Bank

Aristides R. Sastre President, Republic National Bank, Miami, Fla.

Tully F. Dunlap? Chairman, Florida National Bank, Miami, Fla.

Jane C. Cousins President, Cousins Associates, Inc., Miami, Fla.

Alfred W. Roepstortl® President, National Bank of Collier County, Marco Is-

land, Fla.

Appointed by Board of Governors

Castle W. Jordan' President, Aegis Corporation, Coral Gables, Fla.
David G. Robinson President, Edison Community College, Fort Myers, Fla.
Roy W. Vandergrift? President, Vandergrift-Williams Farms, Inc., Pahokee, Fla.

—NASHVILILE BRANCH

Appointed by Federal Reserve Bank

Virgil H. Moore, Jr. President, First Farmers and Merchants National Bank,
Columbia, Tenn.

Frank C. Thomas President, Stearns Coal and Lumber Company, Knoxville,
Tenn.,

James R. Austin Chairman and Chief Executive Officer, Peoples National
Bank, Shelbyville, Tenn.

Ruth W. Ellis® President, Mountain Empire Bank, Johnson City, Tenn.

Appointed by Board of Governors

Cecelia Adkins Executive Director, Sunday School Publishing Board,
Nashville, Tenn.
Robert €. H. Matheéws, Jr. President, R. C. Mathews, Contractor, Inc., Nashville,
. Tenn.
John C. Bolinger! Management Consultant, Knoxville, Tenn.

—NEW ORLEANS BRANCH

Appointed by Federal Reserve Bank

Martin C. Miler Chairman of the Board and President, The Hibernia Na-
tional Bank, New Orleans, La.

George P. Hopkins, Jr. President, George P. Hopkins, Inc., Gulfport, Miss.

William E. Howard. Jr. Chairman of the Board, Commercial National Bank and
Trust Company of Laurel, Laurel, Miss.

Robert H. Bolion?® President, Rapides Bank and Trust Company in Alexan-

dria, Alexandria, La.

Appointed by Board of Governors

Levere C. Montgomery! President, Time Saver Stores, Inc., New Orleans, La.
George C. Cortright, Jr. Partner, George C. Cortright Company, Rolling Fork,
Miss.

Term
expires
Dec. 31
1979
1980
1981

1981

1979
1980
1981

1979
1979

1980
1981

1979

1980
1981

1979
1979

(980

1981

1979

1980
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DisTrRIcT 6—AT11.ANTA—Continued Term
expires
— NEW ORLEANS BRANCH- —Continued Dec. 31

Appointed by Board of Governors

Horatio C. Thompson? President, Horatio Thompson Investment Company,
y
Baton Rouge, La. 1981

DistrICT 7—CHICAGO

Cluss A
Jay J. Dellay President, Huron Valley National Bank, Ann Arbor,
Mich. 1979
John F. Spies President, lowa ‘Trust and Savings Bank, Emmetsburg,
fowa 1980
A. Robert Abboud Chairman of the Board, The First National Bank of
Chicago, Chicago, HI. 1981
Class B
Mary Garst® Manager of Cattle Division, Garst. Company, Coon
Rapids, lowa 1979
Arthur J. Decio Chairman of the Board and Chief Executive Officer,
Skyline Corporation, Elkhart, Ind. 1980
Dennis W. Hunt? President, Hunt Truck Lines, Inc., Rockwell City, lowa 1981
Class C
Robert H. Strotz! President, Northwestern University, bBvanston, 111, 1979
John Sagan® Vice President—Treasurer, Ford Motor Company, Dear-
born, Mich. 1980
Edward F. Brabec Business Manager, Chicago Journeymen Plumbers, Local
130, Chicago, [I. 198 |

—DETROIT BRANCH

Appointed by Federal Reserve Bank

Rodkey Craighead Chairman and Chief Excecutive Officer, Detroitbank Cor-

poration, Detroit, Mich. 1979
Lawrence A. Johns President, Isabella Bank and Trust, Mount Pleasant,

Mich. 1980
Charles R. Montgomery President, Michigan Consolidated Gas Company, Detroit,

Mich. 1981
James H. Duncan? Chairman, First National Bank and Trust Company of

Michigan, Kalamazoo, Mich. 1981

Appointed by Board of Governors

Jordan B. Tatter! President and Chiel Executive Ofticer, Southern Michigan
Cold Storage Co., Benton Harbor, Mich. 1979
Howard F. Sims President, Sims-Varner Associates, Inc., Detroit, Mich. 1980
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Districtr 7—CHicaco—Continued
—DETROIT BRANCH-—Continued

Appointed by Board of Governors

Herbert H. Dow Director and Sceretary, The Dow Chemical Company,
Midland, Mich.

District 8—ST1. Louls

Class A
Raymond C. Burroughs President and Chiet Executive Ofticer, The City National
Bank of Murphysboro, Murphysboro, 1.
Donald N. Brandin Chairman and Chief Exccutive Ofticer, the Boatmen's
National Bank of St. Louis, St. Louis, Mo.
George M, Ryrie? President and Chief Executive Ofticer, First National Bank

& ‘Trust Company, Alton, 1l
Class B

Virginia M. Bailey Owner, Eldo Properties, Little Rock, Ark.

Ralph €. Bain Vice President, Wabash Plasties, Inc., Evansville, Ind.

Tom K. Smith, Jr. Senor Vice President, Monsanto Company, St. Louis, Mo.

Class C

Armand C. Stalnaker! Chatrman of the Board, General American Life Insurance
Co.. St. Louis, Mo.

Willium H. Stroube Associate Dean of Faculty Programs, Western Kentucky
University, Bowling Green, Ky.

William B. Walton? Vice Chairman of the Board, Holiday Inns, Inc., Mem-

phis, Tenn.
—Lirrer ROCK BRANCH

Appointed by Federal Reserve Bank

B. Finley Vinson Vice Chairman of the Board, The First National Bank
in Little Rock, Little Rock, Ark.

Thomas E. Hays, Jr. President and Chief Executive Oflicer, The First National
Bank of Hope, Hope, Ark.

Gordon E. Parker? President and Chiet Executive Ofticer, The First National
Bank of Ll Dorado, El Dorado, Ark.

Shirley J. Pine? Protessor, Speech Communication,  University of Ar-

kansas at Little Rock, Little Rock. Ark.

Appointed by Board of Governors

L. Ray Kemp, Jr. Vice Chairman of the Board and Chief Administrative
Otticer, Dillard Department Stores, Inc., Little Rock,
Ark.

Term
expires
Dec. 31

1981

1979
1980

1981

1979
1980
1981

1979
1980

1981

1979
1980
1981

1981

1979
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District 8—S71. Louis—Continued Term
expires
—Lirrie Rock Brancu-—Continued Dec. 31

Appointed by Board of Governors

Ronald W. Bailey Executive Vice President and General Manager, Produc-

crs Rice Mill, Inc. Stuttgart, Ark. 1980
G. Larry Kelley'! President, Pickens-Bond Construction Co., Litle Rock,

Ark. 1981

—L.oUISVILILE BRANCH

Appointed by Federal Reserve Bank

Howard Brenner Vice Chairman of the Board, Tell City National Bank,

Tell City, Ind. 1979
J. David Grissom Chairman and Chief Executive Officer, Citizens Fidelity

Bank and Trust Co., Louisville, Ky. 1980
Fred B. Oney President, The First National Bank of Carrollton, Carroll-

ton, Ky. 1981
Sister Eileen M. Egan® President, Spalding College, Louisville, Ky. 1981

Appointed by Board of Governors

James F. Thompson'! Professor of Economics, Murray State University, Mur-

ray, Ky. 1979
Richard O. Donegan Vice President and Group Executive, Major Appliance

Business Group, General Electric Company, Louis-

ville, Ky. 1980
Wendell G. Rayburn® Dean of University College, University of Louisville,

Louisville, Ky. 1981

—MEMPHIS BRANCH

Appointed by Federal Reserve Bank

Farl 1.. McCarroll President, The Farmers Bank & Trust Co., Blytheville,

Ark. 1979
Charles S. Youngblood President and Chief Exccutive Officer, First Columbus

National Bank, Columbus, Miss. 1980
Stallings Lipford President, First-Citizens National Bank of Dyersburg,

Dyersburg, Tenn. 1981
Bruce E. Campbell, Jr.* Chatrman and President, National Bank of Commerce,

Mcmphis, Tenn. 1981

Appointed by Board of Governors

Walter [.. Walker® President, LeMoyne-Owen College, Memphis, ‘Tenn. 1979
bFrank A, Jones, Ir.! President, Cook Industries, Inc., Memphis, Tenn. 1980
Benjamin P Pieree® President, Tyrone Hydraulics. Inc., Corinth, Miss. 1981
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DISTRICT 9—MINNEAPOLIS

Cluss A

Nels E. Turnquist President, National Bank of South Dakota, Sioux Falls,
S. Duk.

James H. Smaby President, Commercial National Bank & ‘Trust Co., Iron
Mountain, Mich.

Donald 1.. Scothorn? President, First State Bank, Stevensville, Mont.

Class B

Warren B. Jones Secretary-Treasurer, Two Dot Land & Livestock Co.,
Harlowton, Mont.

Donald P. Helgeson Secretary and Vice President, Jack Frost, Inc., St. Cloud,
Minn.

Russell G. Cleary Chairman and President, G. Heileman Brewing Company,

LaCrosse, Wis.

Cluss C
Sister Generose Gervais Administrator, St. Mary’s Hospital, Rochester, Minn.
Stephen F. Keating! Vice Chairman of the Board, Honeywell, Inc., Min-
neapolis, Minn.
William G. Philtips®-? Chairman  and Chief  Executive Oflicer,  International

Multifoods, Minneapolis, Minn.

—HELENA BRANCH

Appointed by Federal Reserve Bank

Lynn D. Grobel President, First National Bank of Glasgow, Glasgow,
Mont.

William B. Andrews President, Northwestern Bank of Helena, Helena, Mont.

Jase O. Norsworthy? President, The N.R.G. Company, Billings, Mont.

Appointed by Board of Governors
Norris E. Hanford Wheat & Barley Operator, Fort Benton, Mont.
Patricia P. Douglas Vice President-Fiscal  Affairs, University of Montana,
Missoula, Mont.

DistricT 10—KaNsas Crry

Class A
Philip Hamm President, First National Bank & Trust Co., Eldorado,
Kans.
Craig Bachman President, First National Bank of Centralia, Centralia,
Kuns.
John D. Woods? Chairman & Chiet Executive Officer, The Omaha Na-

tional Bank, Omaha, Neb.

Term
expires
Dece. 31

1979

1980
1981

1979
1980

1981

1979
1980

1981

1979
1980
1980

1979

1980

1979

1981
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District 10—KaNsas Criy—Continued Term
expires
Class B Dec. 31
John A. McKinney President and Chief Executive Ofticer, Johns-Manville
Corporation, Denver, Colo. 1979
James G. Harlow, Jr. President, Oklahoma Gas and Electric Co., Oklahoma
City, Okla. 1980
Alan R. Sleeper Rancher, Alden, Kans. 1981

Class C

Paul H. Henson Chairman, United Telecommunications, Inc., Westwood,

Kans. 1979
Joseph H. Williams? Chairman and Chief Executive Officer, The Williams

Companies, Tulsa, Okla. 1980
Harold W. Andersen'! President, Omaha  World-Herald  Company, Omaha,

Nebr. 1981

—DENVER BRANCH

Appointed by Federal Reserve Bank

Felix Buchenroth, Jr. President, The Jackson State Bank, Jackson, Wyo. 1979
William H. Vernon Director, and Former Chairman and Chief Executive

Officer, Santa Fe National Bank, Santa Fe, N.M. 1980
Delano E. Scott President and Chairman, The Routt County National Bank

of Steamboat Springs, Steamboat Springs, Colo. 1980

Appointed by Board of Governors

A. L. Feldman! President and Chief Executive Otheer, Frontier Airlines,

Denver, Colo. 1979
Doris M. Drury?® Professor and Chairman, Department of Economics, Uni-

versity of Denver, Denver, Colo. 1980

~—QOKLAHOMA CITY BRANCH

Appointed by Federal Reserve Bank

J. A. Maurer Chairman, Security National Bank & Trust Co., Duncan,

OKkla. 1979
W. L. Stephenson, Jr. Chairman of the Board and Chief Executive Ofhicer,

Central National Bank & Trust Co. of Enid, Enid,

Okla. 1980
V. M. Thompson, Jr. Chairman and Chief Executive Officer, Utica National

Bank and Trust Co., Tulsa, Okla. 1980

Appointed by Board of Governors

Christine H. Anthony! Oklahoma City, Okla. 1979
Samucel R. Noble? Chairman of the Board, Noble Aftiliates, Inc., Ardmore,
Okla. 1980
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DistrIcT 10—KANSAS Crry—Continued

—OMAHA BRANCH

Appointed by Federal Reserve Buank

Roy G. Dinsdale Chairman of the Board, Farmers National Bank of Central
City, Central City, Nebr.

Joe J. Huckfeldt President, Gering National Bank & Trust Co.. Gering,
Nebr.

F. Phillips Giltner President, First National Bank of Omaha, Omaha, Nebr.

Appointed by Board of Governors

Durward B. Varner' Chairman and Chief Executive Officer, University of
Nebraska Foundation, Lincoln, Nebr.
Robert G. Lueder? President, Lueder Construction Company, Omaha, Nebr.

DistricT 11—DALLAS

Class A
Gene D. Adams President, The First National Bank of Seymour, Seymour,
Tex.
Frank Junell Chairman of the Board, The Central National Bank of
San Angelo, San Angelo, Tex.
Lewis H. Bond? Chairman and Chief Executive Officer, Texas American
Bancshares, Inc., Ft. Worth, Tex.
Class B
Stewart Orton Chairman of the Board and Chiet Executive Officer,
Foley's, Division of Federated Dept. Stores, Inc.,
Houston, Tex.
Vacancy
J. Wayland Bennett? Associate Dean for Industry Relations and Professor of
Agricultural  Economics, College of  Agricultural
Sciences, Texas Tech University, Lubbock, Tex.
Class C
Margaret S. Wilson Chairman of the Board and Chief Exccutive Ofticer,
Scarbroughs Stores, Austin, Tex.
Irving A. Mathews! Chairman of the Board and Chief Executive Officer, Frost
Bros., Inc., San Antonio, Tex.
Gerald D. Hines? Owner, Gerald D. Hines Interests, Houston, Tex.

—E1 PAso BRANCH

Appointed by Federal Reserve Bank
Arthur .. Gonzales President, First City National Bank of El Paso. El Paso,
Tex.
Claude E. Leyendecker President, Mimbres Valley Bank, Deming, N. Mex.

Term
expires
Dec. 31

1979

1979
1980

1979
1980

1979
1980

1981

1979
1980

1981

1979

1980
1981

1979
1980
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DistricT | 1—DaLL.As—Continued Term
expires
—Et Paso BRancH—Continued Dec. 31

Appointed by Federal Reserve Bank

Arnold B. Peinado, Jr. Partner, AVC Development, El Paso, Tex. 1981
Charles A. Joplin? President, Security National Bank of Roswell, Roswell,
N. Mex. 1981

Appointed by Board of Governors

A. J. Losee! Sharcholder, Losee, Carson, & Dickerson, P.A., Artesia,

N. Mex. 1979
Chester J. Kesey C. J. Kesey Enterprises, Pecos, Tex. 1980
Josefina A. Salas-Porras Executive Director, BI Language Services, El Paso, Tex. 1981

—HoustoN BRANCH

Appointed by Federul Reserve Bank

Page K. Stubbleficld Chairman of the Board, Victoria Bank & Trust Company,
Victoria, Tex. 1979
Raymond L.. Britton® Labor Aribitrator and Professor of Law, University of 1980
Houston, Houston, Tex.
John T. Cater? President, Bank of the Southwest National Association,
Houston, Tex. 1981
Ralph E. David? President, First Freeport National Bank, Freeport, Tex. 1981

Appointed by Bourd of Governors

Jerome L. Howard Chairman of the Board and Chief Excecutive Officer,

Mortgage & Trust, Inc., Houston, Tex. 1979
Gene M. Woaodtin! Chairman of the Board and Chief bixecutive Ofticer,

Marathon Manufacturing Company, Houston, Tex. 1980
Granville M. Sawyer? President, Texas Southern University, Houston, Tex. 198 1

—-SAN ANTONIO BRANCH

Appointed by Federal Reserve Bank

Ben R, Low President, National Bank of Commerce, San Antonio,

Tex. 1979
John H. Garner President and Chief Executive Ofticer, Corpus Christi

National Bank, Corpus Christi, ‘Tex. 1980
John H. Holcomb Owner-Manager, Progreso  Haciendas Company, Pro-

greso, Tex. 198 |
Charles E. Cheever, Jr.? President, Broadway National Bank, San Antonio, Tex. 1981

Appointed by Board of Governors

Pat Legan'! Owner, Legan Propertics, San Antonio, ‘Tex. 1979
John J. McKetta t.P. Schoch Professor of Chemical Engineering, Univer-

sity of Texas, Austin, ‘Tex. 1980
Carlos A, Zaniga Partner, Zuniga  Storage and Forwarding Company,

[.aredo, Tex. 1981
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DisTrICT 12—SAN FRANCISCO

Cluass A

Frederick (. Larkin, Jr.

Ole R. Mettler

Robert A. Young?
Class B

Clair L.. Peck, Jr.

J.R. Vaughan

Malcolm T. Stamper
Class C
Dorothy Wright Nelson

Cornell ¢, Maier?

Joseph F. Alibrandi!

Chairman of the Executive Committee, Security Pacific
National Bank, Los Angeles, Calif.

President and Chairman of the Board, Farmers & Mer-
chants Bank of Central California, Lodi, Calif.

Chairman and President, Northwest National Bank, Van-
couver, Wash.

Chairman of the Board, C.L.. Peck Contractor, Los An-
geles, Calif.

Chairman and Chief Executive Ofticer, Knudsen Cor-
poration, Los Angeles, Calif.

President, The Boeing Company, Scattle, Wash.

Dean and Professor of Law, University of Southern Cali-
fornia Law Center, Los Angeles, Calif.

Chairman, President and Chiet Excecutive Oflicer, Kaiser
Aluminum & Chemical Corp., Oakland, Calif.

President and Chief Executive Ofticer, Whittaker Corp.,
Los Angeles, Calif.

—L0OS ANGELES BRANCH

Appointed by Federal Reserve Bank

Joseph 1. Pinola
Fern Jellison

James D. McMahon
‘Harvey J. Mitchell

Chairman and Chief Executive Ofticer, Western Bancor-
poration, Los Angeles, Calif.

General Manager, Social Service Department, City of Los
Angeles, Los Angeles, Calif.

President, Santa Clarita National Bank, Newhall, Calif.

President, First National Bank of San Diego County,
Escondido, Calif.

Appointed by Board of Governors

Togo W. Tanaka?
Caroline Ahmanson'

Harvey A. Proctor

President, Gramercy Enterprises, Los Angeles, Calif.

Chairman of the Board, Caroline Leonetti, Lid., Beverly

Hills, Calif.

Chairman of the Board, Southern California Gas Com-

pany, Los Angeles, Calif.

—PORTI.AND BRANCH

Appointed by Federal Reserve Bank

Merle G. Bryan

Kenneth Smith

President, Forest Grove National Bank, Forest Grove,

Oreg.

General Manager, The Confederated Tribes of Warm

Springs, Warm Springs, Oreg.

Term
expires
Dec. 31
1979

1980

1981

1979

1980
1981

1979
1980

1981

1979

1979
1980

1981

1979
1980

1981

1979

1980
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Districtr [2--SAN Francisco—Continued Term
expires
PORTILAND BRaANCH- Continued Dec. 31

Appaointed by Federal Reserve Bank

Yack W. Gustavel® President and Chief Excecutive Oflicer, First National Bank

of North Idaho, Cocur d° Alene. Idaho 1981
Robert I, Wallace Chairman of the Board. First National Bank of Oregon,

Portland, Oreg. 1981

Appointed by Board of Governors

Phillip W. Schneider Northwest Regional Executive, National Wildlife Federa-

tion, Portland, Oreg. 1979
Loran I.. Stewart! Director, Bohemia Inc.. Eugene, Oreg. 1980
Jean Mater Partner and General Manager, Mater Engineering, Cor 1981

vallis, Oreg.

=Sarr Laky Crry BRANCH

Appointed by Federal Reserve Bank

Fred H. Stringhan President, Valley Bank and Trust Company. South Salt

Lake, Utih 1979
Mary S. Knox Chairman, Idaho State Bank, Glenns Ferry, Idaho 1980
Robert K. Bryans Chairiman of the Board and Chief Exccutive Oflicer,

Walker Bank & Trust Company, Salt Lake City, Utah 1981
David P. Gardner President, University of Utah, Salt Lake City, Utah 1981

Appointed by Board of Governors

Robert AL Erkins White Arrow Ranch, Bliss, Idaho 1979
Jo L. Terteling ‘lcrtgl'ling Company, Inc., lh)i'\c,‘ [daho 1980
Wendell J. Ashton 13 Publisher, Deseret News Publishing Company, Salt Lake

City, Utah 1981

SEACTLE BRANCH

Appointed by Federal Reserve Bank

Donald 1,. Mcllish Chatrman of the Board, National Bank of Alaska, An

chorage, Alaska 1979
Rufus C. Smith Chairman, The First National Bank of Enumclaw, Enum

claw, Wash. 1980
Douglas S, Gamble President and Chietf Executive Officer, Pacific Gamble

Robinson Co., Scattle, Wash. 1981
C. M. Berry® President, Scattle First National Bank, Scattle, Wash. 198 1

Appointed by Board of Governors

Merle D. Adlum Vice President, Scatarer’s International Umon of North

America, AFL ClO, Scattle, Wash. 1979
Virginia I.. Parks Vice President—Business and Finance, Scattle Univer

sity, Seattle, Wash. 1980
Lloyd . Cooney! President and General Manager, KIRO- Radio & Televi

sion, Seattle, Wash. 1981
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Domestic Financial Statistics A3

1.10 MONETARY AGGREGATES AND INTEREST RATES

[
1978 1978 1979
Item R - _-
- | . | : - o
Ql Q2 Q3 Q4 Sept. | Oct, Nov, Dec Jan.
Monetary and credit ageregates
(annual rates of change, scasonally adjusted in per cent)!d
Member bank reserves
1 Total...................... 8.9 6.2 8.6 2.3 3.6 'SP 36| r- 00 6.0
2 Required.............. .. ... 8.8 6.7 8.6 2.1 3.0 6.0 r-54| =04 6.6
3 Nonborrowed 14,5 0.6 6.6 4.6 .3 | r-1.21 713,41 —-4,9 2.2
4 Monetary base! .. 9.9 7.6 9.3 3.4 13.4 8.0 5.7 7.9 8.6
Concepts of money 2
5 6.0 9.2 8.1 4.4 13.8 1.7 2.0 1.7 - 5.3
[} 5.0 7.2 6.0 2.5 12,1 0.8 4.9 1.4 8.0
7 7.0 8.4 9.9 7.7 13.0 6.5 4.7 2.7 1.2
8 8.1 8.4 10.4 9.3 13.4 ‘8.8 6.7 '5.5 3.3
‘Time and savings deposits
Commercial banks:
12.5 11.5 1.3 12.4 12.7 .5 21.9 5.1 9.0
2.0 3.8 2.3 0.9 9.7 --1.6 —9.6 --7.5{ -13.0
1.7 1.4 18.5 19.2 14.8 19.3 24.5 12.0 12.7
9.7 8.5 [ [ ) 14.0 12.0 9.0 .3 9.6
10.1 14.9 10.8 7.7 9.7 9.8 6.7 1.1 13.3
1978 1978 1979
. - - -l T,
Ql ’ Q2 i Q3 Q4 Oct. Nov, i Dec, Jan. Feb.,
! [ : o
Interest rates (levels, per cent per annum)
Short-term rates
14 Federal fundss. ... ... .. .. .. L 6.76 7.28 8.09 9.58 8.96 9.76 10.03 10.07 10.06
I5  Federal Reserve discounte . .. 6.46 6.78 7.50 9.09 8.26 9.50 9.50 9.50 9.50
16 ‘T'reasury bills (3-month market yield) 6.39 6.48 7.31 8.57 7.99 8.64 9.08 9.35 9,32
17 Commercial paper (90- to 19-day)7- 4. .. ... .. ... 6.76 7.16 8.03 9,83 8.98 10. 14 10,37 10.25 9.95
Long-term rates
Bonds:
18 U.S. GovernmentY... ... o oo 8. 19 8.43 8.53 8.78 8.0Y 8.75 8.90 8.98 .03
19 State and local government!o, . .. oo 00 oL 5.65 6.02 6.16 6.28 6.13 6.19 6.51 0.47 6.31
20 Aaa utility (new issue) Pl oo oo oo Lo 8.70 8.98 8.94 9.23 9.17 9.27 9.28 9.54 9.53
21 Conventional mortgages! . oo 0 oo o oL 9.23 9.58 9.80 10.12 9.95 10. 10 10. 30 10. 30 10,35

tincludes total reserves (member bank reserve balances in the current
week plus vault cash held two weeks earlier), currency in circulation
(currency outside the U.S, Treasury, Federal Reserve Banks and the vaults
of commercial banks), and vault cash of nonmember banks.

2 M-1 equals currency plus private demand deposits adjusted.

M-1 4 equals M-I plus su s deposits at commercial banks, NOW
accounts at banks and thrift institutions, credit union share draftt ac-
counts, and demand deposits at mutual savings banks.

M-2 equals M-1 plus bank time and savings deposits other than large
negotiable certificates ol deposit (CDs).

M-3 equals M-2 plus deposits at mutual savings banks, savings and
loan wiations, and credit union shares.

4§ ngs and Joan associations, mutual savings banks, and credit

unions.

4 Quarterly changes caleulated from figures shown in table 1.23,

5. Seven-day averages of daily effective rates (average of the rates on
a given date weighted by the volume of transactions at those rates).

6 Rate for the Federal Reserve Bank of New York.

7 Quoted on a bank-discount basis.

¥ Beginning Nov, 1977, unweighted average of offering rates quoted by
five dealers, Previously, most representative rate quoted by these dealers.,

9 Market yields adjusted 1o a 20-year maturity by the U.S. Treasury,

10 Bond Buyer series for 20 issues ot mixed quality.

't Weighted averages of new publicly offered bonds rated Aaa, Aua,
and A by Moody’s Investors Service and adjusted 10 an Aaa basis,
Federal Reserve compilations,

12 Average rates on new commitments for conventional first mortgages
on new homes in primary markets, unweighted and rounded to nearest
5 basis points, from Dept. of Housing and Urban Development.

13 Unless otherwise noted, rates of change are calculated from average
amounts outstanding in preceding month or quarter.
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1.11 FACTORS AFFECTING MEMBER BANK RESERVES

Millions of dollars

Monthly averages of daily
figures Weekly averages of daily figures for weeks ending -
Factors o _l i T ’ T o ' -
I 1978 , 1979 1979
Dec. Jan. Feb.s Jan. 17 Juan. 24 Jun. 31 beb. 7 Feb. 14 | Feb. 210 | Feb. 287
SUPPLYING RESERVE FUNDS ;
I Reserve Bank credit outstanding. . . .. 129,330 | 128,749 | 126,074 | 129,659 | 127,716 | 126,666 | 125,668 | 125,041 | §27.262 | 125,978
2 (.S, government securities?. ... ... 109,255 | 105,287 | (03,335 | 107,131 I 104,725 | 102,629 | 105,548 | 104,308 | 102,384 | [0] 098
3 Bought outright. .. ............ 108.780 | 105,151 103,087 | 107.131 104,725 | 102,629 | 104.877 @ 103,989 | 102.384 | 101,098
4 Held under repurchase agree-
ments . 475 136 248 ... R 671 R L B
5 Federal agency securities . 8.08Y 7,905 7.528 7.892 7,889 7.832 7.578 7.560 7.487 7.487
6 Bought outright............ . 7.897 7.878 7.487 7.892 7.889 7.832 7.487 7.487 7.487 7.487
7 Held under repurchase ap,rcu
MENtS. . oot 192 27 A1 | 91 T3 e
8 ACCEPLANCeS . ..o 167 56 88 1. 170 (1. U P DA
9 Loans......... . 874 994 973 896 923 1,428 317 1,054 937 1,084
10 Float. 7,423 9,882 9.076 9,354 9,830 9,479 5.975 6,433 12,093 11,646
11 Other Federal Res 3,522 4.625 5,074 4.380 4.349 5,299 5.579 5.505 . 4,360 4,663
12 Gold stock. oo oo oo 11.635 11,628 11,553 11,609 11,608 11,603 11.578 11,544 ° 11,544 11,544
13 Special Drawing Rights certificate
ACCOUNt. ... 1.300 1.300 1,300 1.300 1,300 1,300 1,300 1.300 1.300 1,300
14 Treasury currency outstanding. .. ... 11.826 11.867 11,948 11.864 i1.875 11.888 1,911 11,931 11.969 11,983
ABSORBING RESERVE FUNDS
15 Currency in circulation.............0 113,395 | 112,340 | 110,950 | 112.599 | 111,437 | 110.549 | 110,564 | 111,019 {11,153 | 111,054
16 Treasury cash holdings............. 260 251 303 247 249 264 289 296 312 326

Deposits, other than member bank
reserves, with F.R. Banks:

3.931 3.379 3,502 3.302 1,420 3.477 3.667 3.145

17 Treasury 3.534 3.660
18 Foreign........ . 301 288 276 277 269 256 287 261 286 269
19 Other2. ... 0 oo 724 826 867 786 858 789 811 938 879 840

20 Other F.R. liabilities and capital . . .. 4,322 4,522 4,371 4.490 4,593 4,658 4.153 4,164 4,447 4.721
21 Member bank reserves with F.R.

Banks........ ... .o 31,158 31,935 30.606 32.731 31,673 31,4065 30,688 29,993 31,463 29,935
. T ! \ |
I:nd-of-month figures Wednesday figures
1978 ! 1979 1979
.- — - - - o U . o
. Dec. Jan. Feb.r Jan. 17 | Jan. 24 | Jan. 31 Feb. 7 Feb. 14 | Feb. 210 | Feb. 28+
SUPPLYING RESERVE FUNDS R _ R _ I R P
22 Reserve bank credit outstanding . . . .. 131,327 | 125,406 | 125,335 | 132,291 | 129,681 | 125,406 | 128,236 | 133,633 [ 121,581 | 125,335
23 LS. government securities! HO 562 | 101,279 | 103,486 | 102,373 | 105,724 | 101,279 | 105,023 | 106,784 95,833 | 103,486
24 Bought outright 109,478 | 101,279 | 103,486 | 102,373 | 105,724 | 101,279 | 104,322 | 105,540 95,833 | 103,486
25 Held under repuuh.nxu dgru-
ments . L0848 | ] 701 1,244 | ... .
26 Federal agency se §.029 7,507 7,487 7.892 7,886 7,507 7.633 7.851 7,487 7,487
27 Bought outright 7.896 7.507 17,487 7.892 7.886 7.507 7.487 7,487 7,487 7,487
28 Held under repurchase agree- |
ments. ... 33 0 146 Jod | o
29 Acceptances. ... S8BT e 434 708 |
30 Loans....... 1,174 4.366 1,604 2,043 1,082 4.366 512 1,129 1,018 1,604
31 Float,......... 6,432 6.578 8,187 15,305 10,595 6,578 8.895 11,773 12,733 8,187

32 Other Federal Reserve assets. . . ..

4,543 5,676 4.571 4,678 4,394 5.676 5.739 5,388 4,510 4,571
)
11,671 11,592 11,544 11,608 1,608 11,592 11.550 11,544 11,544 11,544

1.300 1.300 1,300 1,300 1,300 1,300 1,300 1,300 1,300 1,300
11,831 11.912 11,992 11,870 11.882 11,912 11,922 11,969 11,969 11,992

ABSORBING RESERVE FUNDS

36 Currency in circulation. . .......... 114,645 | 110662 | 111,316 | 112,294 | 111,158 | 110,662 | 111,076 | 111,396 | 111,437 | 111,316

37 Treasury cash holdings.. 240 289 331 244 249 289 286 308 325 REJ

Deposits, other than member bank
reserves, with F.R. Banks:

38 Treasury 4.196 3.522 3,44} 3,061 3,432 3,522 2.219 3.276 3,185 3,443
39 Foreign. . . 368 339 343 36 291 339 233 312 RN 343
40 Other2 ... o oo 1,250 874 779 712 853 874 687 902 752 779
41 Other F.R. liabilities and Ldplldl 4.275 4,594 4,679 4,542 4,596 4,594 4,093 4,084 4,750 4,679

42 Member bank r
Banks............ ... ..., 31,152 29,931 29,280 35,900 33.892 29,931 34,413 38,168 25,024 29,280

|

Vncludes securities loaned— fully guaranteed by U.S. government voluntarily held with member banks and redeposited in full with Federal

securities pledged with Federal Reserve Banks— and excludes (if any) Reserve Banks,

securities sold and scheduled to be bought back under matched sale -

purchase transactions. NoOTE. Por amounts of currency and coin held as reserves, see table
2 Includes certain  deposits  of foreign-owned  banking institutions



Member Banks  AS
1.12 RESERVES AND BORROWINGS Member Banks
Millions of dollars
Monthly averages of daily figures
Reserve classification 1977 1978 1979
Dec. June July ‘ Aug, ; Sept. Oct. Nov. Dec. Jan. Feb.r
——e =~ N - — - O —
All member banks i '
Reserves: | !
1 At Federal Reserve Banks, ... .. 27,057 27,840 ‘ 28,570 28,079 1 28,010 28,701 29,853 31,158 31,935 30.606
2 Currency and coin .. 9,351 9,345 © 9,542 9,512 |9,605 9,654 9,794 10,330 11,093 10.082
3 Total held! . . .. 36,471 37,262 - 38,189 ' 37,666 i 37,589 38,434 39,728 41,572 43,167 40 828
4 Required. 36.297 37,125 | 38,049 . 37,404 37,614 38,222 39,423 41.447 42,865 40,500
s : 1 174 13 140 | 262 75 212 305 125 302 328
6 558 1,0 1,286 1,147 1,068 1,261 ! 722 874 94 973
7 sS4 120 143 188 191 221 185 134 112 114
\
8 0,244 6,341 ' 6,606 6,334 6,182 6,428 6,682 7.120 7.808 6.840
9 6,279 6,376 6,581 6,290 6,251 6,349 6,658 7,243 7.690 6.976
10 - 35 =35 25! 44 —69 79 24 -123 g 136
il 48 54 129 ° 58 78 157 48 99 | S
Large banks in Chicago
12 Reserves held. .. ... 1,593 1,668 1,708 1,648 1,655 1,672 1,791 1,907 2011 1,812
13 Required. ... .. .. 1,613 1,670 1,707 1,646 1,650 1,649 1,765 | 1,900 2,010 1.823
14 Fxcess....... .. 20 -2 1 2 5 23 26 ) 7 1 -1
IS Borrowings2..,................. 26 20 20 3 35 14 . 4 10 23 10
Other large banks H 1 |
16 13,993 14,250 1 14,553 14,502 14,564 14,862 15,547 16,446 | 16,942 15,925
17 13,931 14,225 ° 14,569 14,423 14,541 14,867 15,447 16,342 16,923 ' 16,019
8 62 25 —16 ! 79 23 -5 100 104 19 ¢ - 94
19 Borrowings 243 536 499 | 417 363 | 408 194 276 269 273
X 1
All other banks : ' |
20 Reserves held. ... ........... 14,641 15,003 1 15,322 | 15,1821 15,288 | 15,4721 15,708 i 16,099 | 6 400 | 15060
21 Required. .. . 14,474 14,854 . 15,192 15,045 | 15,172 15,357 15,553 15,962 16,242 15,682
22 Fixcess. .. .. .. 167 149 i 130 137 116 115 155 137 164 22
23 Borrowings2.. ... . 241 501 638 669 592 682 476 ' 489 S8S 690
Weekly averages of daily figures tor weeks ending
1978 1979
Dec. 27 Jan. 3 Jan. 10 | Jan. 17 Jan. 24 | Jan. 31 ! Feb. 7 ; Feb. 14 | Feb. 217§ Feb. 287
- - - - - - - . .
All member banks
Reserves: i
2 At Federal Reserve Banks.. . ... 31,018 32,765 31,133 32,731 31,673 31,408 JO.688 29,993 31,463 © 29,935
25 Currency and coin. 10,258 10,538 10,450 11,991 1.168 11.001 10.684 1 10.554 9.345 | 9.743
26 Total held!. . ... ... 41,357 43,420 41,722 44,860 42,983 42,607 41,517 40,691 40,944 39,812
27 Required. .. . 41,412 42,694 41,844 | 44,456 42.967 42.267 41.238 40.580 40.536  39.647
28 Excess! . --55 726 =122 404 16 340 279 11 408 i 165
Borrowings at Federal Reserve |
Banks:2 ' !
29 Total. ... ... .. . oL 1.413 1,183 686 896 923 1.428 81 1.054 937 1.084
30 Seasonal. ..ol 131 9 93 98 105 112 102 110 121 i 123
Large banks in New York City :
31 Reserves held. ... ............... 6,871 ¢ 7,933 7,204 5,472 7.605 | 7.327 7,435 6,977 7,233 1 6,322
32 Required. ... .. . 7,025 7,734 7,360 8,379 7.658 7.345 7.294 7.064 7.050 [ 6.497
3 Excess, ..., .- — 154 199 - 156 93 53 - 18 141 - 87 183 & 175
34 Borrowings2.................... 330 43 ... | 169 14 209 | T
i
Large banks in Chicago |
35 Reserves 1,883 1,964 1,959 2.261 1.942 1,959 1.873 1.850 1,804 0 1,613
36 Re 1.849 1,944 1,955 2,224 1.941 1.950 1.873 1.857 1.827 1.735
37 Ea . 34 20 4 37 1 9 | 7 23 --122
38 Borrowings? 29 9 I N 3 90 19 13 3
Other large banks .
39 Reserves held 16,391 17,120 16,459 ; 17,545 16,951 16.880 16,230 16,149 1 16,060 15,639
40 Required. . 16,439 16.846 16.519 17,488 16.974 16.745 16.218 © l16.113 1 16.010 15.730
41 Excess. ... - 48 274 60 57 --23 141 12 30 50 97
42 Borrowings2.. .. ... ... 438 470 - 241 234 198 340 178 415 ; 199 310
All other banks [ . !
4 Reserves held 16,212 16,403 16,100 16,582 16 483 16,435 + 15,979 15,715 15,686 15,595
44 Required 16,099 16,170 16,010 16,365 16.394 16.227 15.853 15.546 15.649 15.679
45 Excess 113 233 90 217 91 208 126 169 37 -84
46 Borrowings 506 561 442 493 708 699 620 620 735 770

L Adjusted to include waivers ot penalties for reserve deficiencies in
accordance with board policy, effective Nov, 19, 1975, of permitting
transitional reliet 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
tigures are preliminary, figures by class ot bank Jdo not add to total
because adjusted data by class are not available,

2 Based on closing figures,
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1.13 FEDERAL FUNDS TRANSACTIONS Moncy Market Banks

Millions of dollars, except as noted

Type

Basic reserve position

Excess reserves!

Liss:
Borrowings at Federal Reserve

[

Banks.. ... ... |

3 Net interbank tederal funds
transactions
Fouars: Net surplus, or deficit ()
Amount
Percent of average required reserves .

[V

Interbank federal funds transactions
Gross transactions:
Purcha
Sales
Two-way (r.ms‘n.mm\-
Net transactions:
Purchases of net buying banks.....
Sales of net selling banks. ...

10

Related transactions with U.S.
government securities dealers
Loans to dealers?
Borrowing from dealers4. ..
Net loans

b —

Basic reserve position
Excess reservesi
Liss:
Borrowings at Federal Reserye
Banks. . ... ... ... o0
Net interbank tederal funds
(FANSACLIONS . . oot e e e
EQuaLs: Net surplus, or deficit ( -)
Amount
1 Percent of average required reserves.

Interbank federal funds transactions
Gross transactions:

19 Purchases.
20 Sales..... Lo
21 Two-way transactions?
Net transactions:
22 Purchases of net buying banks.....
23 Sales of net selling banks. .. ... ..

Related transactions with U.S.
government securities dealers
Loans to dealers?3
Borrowing from dealers4,
Netloans. .. ... oo

24
25
26

Basic reserve position

27 bxeessreserves! oo L
Liss:
28 Borrowings at Federal Reserve
Banks............. ... ...
29 Net interbank federal funds
transactions. .. ... ...
Luars: Net surplus, or deficit (-~ )
30 Amount......oo e
31 Percent of average required reserves.

Interbank federal funds transactions
Gross transactions:

32 Purchases................. ......
I3 Sales. oo
34 Two-way transactions=, ............

Net transactions: )
Purchases of net buying banks.

15 .
Sales of net selling banks. .. ......

36

Related transactions with U.S.
government securities dealers
Loans to deaters?
Borrowing from dealers4. .
Net loans

37
38
39

Jan. 3

3,062
1,679
1,382 -

-

143

‘ -4,188
59.5

| 83
10,600

10,520
88.7

1.297

1,106
—131

| 4.214 |

Jan. 10

79

17,737
96.7

24,357
6.734
5.421

18,936

79

i 13,478
13,555
| 1162
( 19,279

5,801

‘ 14,791
1,313

1,895
833
1,062

36

17.623 .

|,.m|

4,488 |

Jan. 17

65

211
17.052

—17.199 ,
85.21

1,790
394
1,396

N
12,826

— 12,858
102.3

18,726
4 470

i 14,256
1,429

1,324

572

1979, end of week

| |
Jan. 24 Jan. 3t i Feb.7 | Feb. 14 Feb. 21 Feb. 28
Total, 46 banks
~ 11 ‘ 46 150 4 104 1
42 439 36 ! e 33 75
|
15,248 14.316 16,084 16,222 15,586
- |5 101 P13,321 | - 14,202 | - 16,197 1 - 16,151 | —15.660
I AN 79.4 91.7 92 93.8
22 400 . 20,855 22.071 | 23.568 23,903 22,337
L1152 7.927 7,755 7.483 7,681 6.751
s 315 6.370 5,671 5.908 6.202 5.799
17,085 ’ 14,485 16,400 . 17,660 17,701 16,538
1.836 1.558 2.084 ’ 1.575 1,480 952
3,988 4,697 3.249 ‘ 3,074 4,491 4.654
1.414 1,336 | 1,277 1.372 1,117 1.516
2,573 3.361 | 1,971 [.702 3,374 3.138
i |
8 banks in New York City
— —— i
9 | -~ | 92 -1s 52 -5
i
14 22 | [T
2,480 ‘ 2,050 2,674 3,093 2.654 2,227
2,503 2,344 2,582 3,108 -2,602 -2,232
36.2 ’ 35.4 39.2 48.5 | 40.8 37.9
4,142 3,674 4,305 4,433 4.397 3,616
1,663 1,623 1,631 1,340 1,744 1,389
1,224 1.449 141 1,340 1,260 1,262
2,919 2,225 3,164 3,093 3,138 2.354
439 175 490 ... 485 128
2,366 2,987 1,843 1,616 2,038 2,855
426 377 425 525 400 444
1,940 2.610 ‘ 1,419 | 1,091 2,238 2,411
1
38 banks outside New York City
—— ‘ R
-2 67 58 19 52 0
27 160 ‘ 30 1106 | 33 75
12,769 | 10,878 11,642 12,991 13.568 13,359
—12,798 1 —10,977 | —11,620 | —13,088 | —-13.549 | —13,427
107.7 93.6 103.0 116.2 121.7 124.2
18,258 17,182 ;17,766 19,135 19,505 18,721
5,489 6,304 6.124 6.143 5.937 5,362
4,092 4,921 4,529 4,568 4,942 4,537
14,166 12,260 13,236 14,567 14,563 14,184
1,397 1,383 1,594 1,575 996 825
1,622 1,710 | 1,406 1,458 1 1,853 1,799
989 959 | 853 847 716 1,072
633 751 553 oll 1,137 727

For notes see end of table.



1.13  Continued

Federal Funds AT

Type

‘ Jan. 3§ \ Jun. 10 { Jan. 17

Basic reserve position - ‘ |
37 | 17 45
41 Borrowings at  Federal Rese | i
Banks.. . ..o oo e N I
42 Net interbank federal funds , ’
transactions. ..o S 6,131 5.880
EQLALs: Net surplus, or deficit ¢ .. 1
43 AMOUNt. .o er e . 5,341 6,014 7 - 5,835
44 Percent of average required reserves. 20933 333.9 2781
Interbank federal funds transactions
Gross transactions: :
45 Purct 6. 740 7,309 i 7.168
46 Sales. .. .. [.368 1,179 1.288
47 Two-way transactions”’ 1,290 1,130 1,218 !
Net transactions:
48  Purchases of net buying banks. . ... 5.456 0,173 5.950
49 Sales of net selling banks. .. ... ... 77 42 i 09
|
i
50 Loans to dealers 179 200 1 213
51 Borrowing from deale . 208 ¢ 4 58
52 Netloans.............. 1y 262 i 155
1 1
Basic reserve position ! ]
S3 Excess reservest.o oo : 16 27
Lrss: :
54 Borrowings at b ederal Reserve i
79 i 50
55  Netinterbs !
transactions. .. ... ... L. 7.347 0.946
|
Eouars: Net surplus, or deficit ¢ )i : .
56 Amount . 7,441 7.023
57 Percent of average required reserves. 5.7 670
Interbank federal funds transactions |
Gross transactions: .
58 Purchases. ... ; 1,43 11,970 11,558
59 Sales.. .. 6,215 . 4.623 4,612
00 Two-way transactions? . 3.954 3,352 3,252
. Net transactions: :
6l Purchases of net buying banks..... 7.482 8,618 - 8. 306
1.271 1,360

Related transactions with U.S.

,
! . I
62 Sales of net sefling banks. ........ 2,202
government securities dealers

i

63 Loans to dealers? 987 1.629 i 1110
64 Borrowing from d . . 999 829 6Yv4 -
65 Netloans............ e 12 800 47

1979, end of week

} Jan. 24 . Jan. 31 ! teh. 7 } Feb. 14 Feh. 21 7 leb, 28
| |
S banks in City of Chicago
. | . : \
| | |
22 17 3 1 5 7
i H H
........... ) X()\Ij
5,207 | 4,897 | S.0/9 6,003 5995 | 5,258
5,184 - - 4,601 5.074 6.004 |5 990 | 5251
2849 2551 2895 3454 8308 4 324 .0
i | |
¢, 708 6,123 6,620 7.437 7.370 i 0.750
1,501 1,525 . 1,548 1,435 X 1.498
1,428 1,505 1.49% 1.378 : 1.470
5,280 4,618 50128 6.060 6.044 | 5,280
73 20 49 <7 50 R
179 09 272 147 452 . Sod
9 125 | 160 ot | 7. 81
171 84 12! ml 445 281
33 other banks
1 |
-5 st 53 w0 ! a4y
27 80 | 0 116 33 s
7.561°  6.280 0.563 6.989 7.573 8,101
-7.014 | -6.310 6.540 - 7.085 7.559 8,177
75.7 ni.N 68,7 i S A 80,2 ANLY
" i
; i
i1,550 11,059 IFNE] 1,097 12,136 1965
3,987 4779 4,576 4,709 4.503 3,864
2,663 ; 3,417 2,031 30900 3,617 1 1,007
.
3,886 | 7,642 8.108 8.507 %.519 . 80N
1.324 1,362 1,545 1 1,518 940 797
1 1,442 1,501 - 1,133 (I YEI 1,401 1.435
980 834 692 783 710 992
462 667 441 528 691 144

{ Based on rese including adjustments to include waivers
ol penalities for re in accordance with changes in policy
of the Board of Governors effective Nov, 19, 1975,

2 Derived from averages for individual banks for entire week. Pigure
for each bank indicates extent to which the bank’s average purchases
and sales are offsetting.

4 Federal funds loaned, net tunds supplied to cach dealer by clearing
banks, repurchase agreements (purchases from dealers subject to resale),
or other lending arrangements.,

4 Federal funds borrowed, net tunds acquired trom each dealer by
clearing banks, reverse repurchase agreements (sales of securities to
dealers subject 1o repurchase), resale agreements, and borrowings secured
by U.S. government or other securities.

NoTr. Weekly averages ol daily figures, For deseription of series, see
August 1964 Borienns, pp. 944 53, Buck duti tor 46 banks appear in
the bourd’s Annnal Sratistical Digest, 1971 1975, table 3.
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1.14 FEDERAL RESERVE BANK INTEREST RATES

Per cent per annum

Current and previous levels

| Loans to member banks
Loans to all others
Under sec. 10(b)2 under scc. 13, last par.4
Federal Reserve Under secs, 13 and 13al . _ _ _
Bank !
i Regular rate Special rate3
)
Rate on | Effective | Previous | Rate on | Effective © Previous | Rate on | Effective | Previous | Rate on | Effective | Previous
272879 date rate 2/28/79 date rate 2/28/79 date rate 2/28/79 date rate
BOSION . v aeve . nt 91 11/2/78 8 10 11278 9 0% | 11/2/78 915 1215 | 11/2/78 11y,
New York. .. 91 11/1/78 81/, 10 1171/78 9 101, | 11/1/78 9is 1214 | 117178 1114
Philadelphia 91j 11/2/78 8i/ 10 1172/78 9 10%4 | 11/2/78 9ij 1215 | 1172/78 11ij
Cleveland. .. 2% 11/2/78 81y 10 ‘ 11/2/78 9 1015 11/2/78 914 1214 11/2/78 1115
Richmond....... 9ls 11/2/78 814 10 1172178 9 0% L1278 Y1lj 1215 [1/2/78 1115
Atlanta. . ........ Yis 11/3/78 81 10 11/3/78 9 1015 | 11/3/78 914 12i | 1173778 A
Chicago. 9lsy 11;2/78 81 10 11/2/78 9 1015 11/2/78 914 1215 11/2/78 1114
St. Louis. . ... 914 1172/78 814 10 11)2/78 9 104 1 11j2/78 9ij 205 | 112/78 11y
Minneapolis 7 11/1/78 8i/, 10 1y, 9 104 | 11/1/78 91, 124 | 11/1/78 111,
ansus City. . ....; 9t 117278 81/ 10 11)2/78 9 101, | 1172/78 91) 124 | 11j2/78 11ij
Dallas. Ceee 94218 81/ 10 11/2/78 9 10, | 1172/78 94 1214 | 11/2]78 1114
San Francisco. . . i 173 |' 11/2/78 815 {0 11/2/78 9 10V, 11/2/78 914 1214 11/2/78 1115
Range of rates in recent yearss
! ! |
Range 1 F.R. Range F.R. | Range ’ F.R.
Effective date (or level)—; Bank Effective date (or level)—| Bank | Effective date (or level)— Bank
All F.R. [ of All F.R of i ALFR. | of
Banks | N.Y Banks NY. Banks | N.Y
in effect Dec. 31, 1970..... | 513 | 51 1973—May 4 534 53 1976—1Jan. 515-6 515
! \ 5%-6 6 5l Y
1971 —Jan. su-sy LSy, 6 6 Nov. 5Y-51, | Sl
S+ 5l June 6-6l4 615 514 514
5-5V4 . Sl 614 615
5-514 5 July 7 7 1977—Aug. 5Y4-53% 5Y4
5 5 Aug. 7-1% 7Y% 3 5i4-5% 534
Feb. 4%-5 5 T 7% Sept. 5% ( 5%
434 l 4 Oct. [ 6
July 43%4-5 | 5 1974—Apr. -8 g8
5 ! 5 8 8 1978 —Jan. 6 6l 615
Nov. 434-5 5 Dec. 7%-8 7% (7 65
4% ' 4% 7% 7% May 6147 7
Dec. 41543/ 4% 1 7 7
41543, 414 1975—IJan, TY4-7% 7% July 1-T% TV
M TWTH | T | % 79
7Y 7Y Aug. 7% 7%
1973—Jan. 15.. 5 Feb. 634-7% 6% Sept. 22....... . 8 8
Feb, 26. 5l 634 6y | Oct. [ 8814 81y
Mar. 2. i 54 Mar 6Y46% | 6l I 1A 8t
Apr. 23.. 173 614 64 | Nov. | 81591 9
May 2—61/1 ? | 3o ‘| 91 P9l
. b h
) ' | | In effect Feb. 28, 1979. .. 94 | 9%
i ;

I Discounts of eligible paper and advances secured by such paper or by
U.S, government obligations or any other obligations eligible for Federal
Reserve Bank purchase,

2 Advances secured to the satisfaction of the Federal Reserve Bank.
Advances sccured by mortgages on I- to 4-family residential property
are made at the section 13 rate.

3 Applicable 1o special advances described in section 201.2(e)(2) of
Regulation A,

4 Advances to individuals, partnerships, or corporations other than
member banks secured by direct obligations of, or obligations fully
guaranteed as to principal and interest by, the U.S. government or any
agency thereof,

5 Rates under secs. 13 and 13a (as described above), For description
and earlier data, see the following publications ol the Board of Governors:
Banking and Monetary Statistics, 1914-1941, Banking and Monetary
Statistics, 1941-1970, Annual Statistical Digest, 1971 75, 1972-76, and
1973-77.



MEMBER BANK RLESERVE REQUIREMENTS!

Percent of deposits

Policy Instruments A9

Type of deposit, and deposit interval

Requirements in effect

G Previous requirements
February 28, 1979

in millions of dollars
Percent Effective date Percent Fftective date
Net demand?

e e e e s 7 12/30/76 % 2/13/75
2-10.. P27 | 12/30/76 10 2/13/75
10--100 . 1134 12/30/76 12 2/13/75
100400, oo e .. 1234 12/30/76 13 2/13/75
Overd400.....000.. .t P 16V4 12/30/76 1614 2/13/75

Time and savings2,3,4
SAVIIES . oo ve v 3 3/16/67 34 3/2/67
Times
() 5 by maturity
30-179 days. 3 3/16/67 3 3/2/67
180 days to 4 y e . . . e 2V, 1/8176 3 3/16/67
4 YCAMS OT MOFC. ¢ v vttt ittt ee e cn e iaaas 1 10/30/75 3 3/16/67
Over 5, by maturity
BO-T79 AaYS. o e e e 12/12/74 5 10/1/70
180 days to 4 years. ... . . e 1/8/76 3 12/12/74
4 YCATS OT TNOMC . o v v et et et e ca e 10/30/75 3 12/12/74

Net demand
Reserve City Danks. . v ooin i et
Other banks. . . FE N

Time.... . . [

Borrowings from foreign banks

Legal limits

Minimum Maximum
10 22
7 14
3 10
0 22

I For changes in reserve requirements beginaing 1963, see board’s
Annual Statistical Digest, 1971-1975 and for prior changes, see board’s
Annical Report for 1976, table 13,

2 ¢a) Requirement schedules are gpraduated, and cach deposit interval
applies to that part of the deposits of cach bank. Demand deposits
subject 1o reserve requirements are gross demand deposits minus cash
items in process ot collection and demand balances due from domestic
banks,

(b) The Federal Reserve Act specities different ringes ot require ments
for reserve city banks and tor other banks. Reserve cities are designated
under a criterion adopted effective Nov, 9, 1972, by which & bank having
net demand deposits of more than $400 million is considered to have the
character of business ol a reserve city bank. ‘The presence of the head
office of such a bank constitutes designation of that place as a reserve
city. Cities in which there are Federal Reserve Bunks or branches are also
reserve cities, Any banks having net demand deposits ot $400 million or
less are considered 1o have the character of business of” banks outside of’
reserve cities and are permitted 1o maintain reserves at ratios set for banks
notin reserve cities. For details, see the board's Regulation 1D,

(v) Effective August 24, 1978, the Regulation M reserve requirements

on net balances due trom domestic banks to their foreign branches and
on deposits that foreign branches lend to U.S. residents were reduced to
zero from 4 percent and | percent, respectively, The Regulation ) reserve
requirement on borrowings from unrelated banks abroad was also reduced
to sero from 4 percent.

(d) Effective with the reserve computation period beginning Nov, 10,
1978, domestic deposits of Edge Corporations are subject 1o the same
reserve requirenients as deposits of member banks.

I Negotiable order 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 reserve requirement on savings and other time deposits
must be at least 3 percent, the minimum specified by law.,

S Eftective November 2, 1978, a supplementary reserve requirement of
2 percent was imposed on time deposits of $100,000 or more, obligations
of affiliates, and ineligible acceptances,

NoTi. Required reserves must be held in the form of deposits with
Federal Reserve Banks or vault cash.



A10 Domestic Financial Statistics ©© March 1979

1.16 MAXIMUM INTEREST RATLES PAYABLE on Time and Savings Deposits at Federally Insured Institutions
Percent per annum
| Commercial banks l Savings and loan associations and
| mutual savings banks
[ R _ - . - e s
Type and maturity of deposit In effect Feb, 28, 1979 Previous maximum In effect Feb, 28, 1979 Previous maximum
Percent Effective Percent ! Effective Percent Effective Percent Effective
date date date date
1 SAVINES . ¢ v evvviinneeieiiiiiiaaenns 5 ! 771173 415 1121/70 5% M 5 *
2 Negotiable order of  withdrawal ;
accounts!y ... .. 5 . 1/1/74 (19 P 5 1/1/74 (10)
3 Money market time deposns ot lc s : i
than $100,0002. ,,.......... . ®) : ) ) ! ) | ) *) ) )
Time  (multiple-  and  single-maturity i ! |
unless otherwise indicated) ! . N
30-89 days: ! ny 121770 i
4 Multiple-maturity. . ..... . A 4 i (70 % (1o I 10
5 Single-maturity . .....o v, .. 5 T3 4‘\ 5 ! 9/26/66 | (19 prrrere . (19 Tetrenreee
' . H 1
90 days to 1 year: ! 212006
6 Multiple-maturity . . ,......... i | h6
7 Single-maturity. ..o o, N 5% ‘ 771773 5 J' 9/26/66 ‘} 5% ) 5% L2110
8 1to2yearsd... ' ; 173 1/21/70 |} L 5% 1/21)70
9 2t0 2% yearss... RO B TN 53 2u70 P S O o g 1121770
10 215 10 4 yearsd,, ., . : 6Ys 711473 5% 124470 1 6% M 6 1/21170
11 4 to 6 years? T4 | 11/1/73 (11 TV4 11/1/73 (i
12 6to8yearsS..... 7Y 12/23/74 7Y% ! /173 7% v 12/23/74 T 11/1/73
13 8 years or moreS, e 7% 6/1/78 (10) ... 8 ; 6/1/78 (10)
14 Issued to  governmental units (all i ‘
maturities) . oo 8 01§78 7% 12/23/74 | 8 6/178 734 v 12/23/74
I5  Individual retirement accounts and i
Keogh (H.R. 10) plansé, ..... o 8 i 6/1/78 7% | 7/6/77 . 8 6/1/78 7% i 7/6/77
' - | 3
1 For authorized states only. Federally insured commercial banks higher than the rate tor commercial banks. The most recent rates and

savings and loan associations, cooperative banks, and mutual savings
banks in Massachusetts and New Hampshire were first permitted to offer
negotiable order of withdrawal (NOW) accounts on Jan. |, 1974,
Authorization to issue NOW accounts was extended to similar institutions
throughout New Fngland on Feb. 27, 1970, and in New York State on
Nov. 10, 1978,

2 Must have a maturity of exactly 26 weeks and a minimum denomina-
li(\n of $10,000, and must bhe nonnegotiable,

V For exceptions with respect to certain foreign time deposits see the
lln(}nl RistrvE BUuLLETIN for October 1962 (p. 1279), August 1965 (p,
1094), and February 1968 (p. 167),

4 A minimum of $1.000 is required for savings and foan associations,
except in areas where mutual savings banks permit lower minimum de-
nominations. This restriction was removed tor deposits maturing in less
than | year, ettective Nov, [, 1973,

F$1,000 minimum except for deposits representing funds contributed
to an Individual Retirement Account (IRA) or a Keogh (H.R. 10) Plan ¢s-
tablished pursuant to the Internal Revenue Code, The $1,000 minimum
requirement was removed tfor such accounts in December 1975 and No-
vember 1976, respectively,

0 J-year minimum maturity.

7 July I, 1973, for mutual savings banks; July 6,
loan associations.

5 Oct. 1, 1966, for mutual savings banks; Jun. 21,
loan associations.

Y Commercial banks, savings and loan associations, and mutual savings
banks were authorized to offer money market time deposits effective
June 1, 1978, The ceiling rate tor commercial banks is the discount rate
on most recently issued 6-month U.S. Treasury bitls, The ceiling rate for
savings and loan associations and mutual savings banks is Y4 percent

1973, for savings and

1970, tor savings and

effective dates are as follows:

Jan. 25 febo | Feb. 8 Febh, 15 Feth. 22
Banks... ... L9475 | 9376 9.307 | 9.342 9.370
Thritts . .. .. 9.725 | 9,626 9,557 ‘ 9.592 9,620

10 No separate account category.

tL Between Ju[v I, 1973, and Oct. 31, 1973, there wus no ceiling for
certiticates maturing in 4 years or more with minimum denominations
of $1,000; however, the amount of such certificates that an institution
could issue was limited 1o 5 pereent of its total time and savings deposits.
Sales in excess of that amount, as well ay certiticates of less than $1,000,
were limited to the 614 percent ceiling on time deposits maturing in 215
yLars or more.

Effective Nov. [, 1973, ceilings were reimposed on certificates maturing
in 4 years or more with minimum denominations of $1,000. There is no
limitation on the anount of these certificates that banks can issue.

Not1r. Maximum rates that can be paid by federally insured commer-
cial banks, mutual savings ban and savings and loan associations are
a_\ldhll\hud by the Board of Governors of the Federal Reserve System,
the Board of Dircctors of the Federal Deposit Insurance (Orpmdtmn
and the Federal Home Loan Bank Board under the provisions of 12
CEFR 217, 329, and 526, respectively. The maximum rates on 1imu de-
POSIts in dummm.mun\ of $100,000 or more were suspended in mid-
1973, tor information regarding previous interest rate ceilings on all
types of accounts, see earlier issues of the Frorrar, RiservE BunLening
the Federal Home Loan Bank Board Jowrnal, and the Aunnwal Report
ot the Federal Deposit Insurance Corporation.




1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS

Millions of dollars

Policy Instruments

All

[RENT

~Nowh

22
23

24

25
27

28
29

3

e WL
W =

Type of transaction

U.S. GOVERNMENT SECURITIES

Outright transactions (excluding matched sale -
purchase transactions)

Treasury bills:
Gross purchases. . ...o.ooooiiie il ol
Gross sales. .
Redemptions. ....ovovvvniennnine.. C2

Others within 1 year:! ‘
Gross purchases . o vvvve i e .. |
Gross sales...........
FExchange, or maturity sh
Redemptions. ......ovviiiiiivnnn.. i

1 to 5 years:
Gross purchases. .. oovvvnvvi ... 23
Grosssales............
Exchange, or maturity shift

5 to 10 years:

Gross purchases. .. ... oL 1,

Gross sales. .. -
Exchange, or maturity shift

Over 10 years:
Gross purchases, oo oo vvn e,
Grosssales..............
Exchange, or maturity shift

All maturities: i

Gross purc 219

S . 8

Redemptions. . .......coiiviiinnaon,, 25
Matched sale-purchase transactions

Gross sales, .. ... 196

Gross purchases. . 196

Repurchase agreements

Gross purchases . ... ... o o L. 232
Grosssales.. ..o 230.355
Net change in U.S. government securities. . . .. 9

FEDERAL AGENCY OBLIGATIONS

Qutright transactions:
Gross purchases. .. ...... ..o ool
Gross sales........
Redemptions
Repurchase agreements:
Gross purchases.. ... oo, 0

Grosssales............... .. .ol 10.360

Net change in federal agency obligations. . ...

BANKERS ACCEPTANCLES

Outright transactions, N€t................... —545

Repurchase agreements, net. ................ !
Net change in bankers acceptances. .. ... ... ..

Total net change in System Open Market |
Account. .. ... ...

|
} 1976
|
I

o~

[ SR )

[¥]

178.
180,

L7998

1977

L738
.241
136

017

0

.499
LS00

B33
0
.649

758
0
584

553
0

.565

898
,241
L6036,

.214
3.841

683
535

- 196

159

- 37
|

7,143 |

1978

16.628
13.725
2.033 |

1.184
0

5.170
0

4.188
0
- 178
1,526
0
2.803
1,063
0
2,545

24.591
13,725

2,033

SIE.126
510.854

301
173
235

404,567
40.885

-426

0
366
366

6,951

July

701
466

0

- 241 |

0

24

0
0

0

701

466
0

44,657
44.712

- 15,822
. 17.374

261

0
0

5.170 .
5,457 |

—291

0
--753
753

-2,305

Aug.

0

0!

972
689
0

171

919
689
0

Jle2
641

.286
140

.854

[

173

13 :

3,080
3.032

-138

4]

28

23

12,744

pp

-

2.635

168
563
0

350

5603

Lo
0

122
0

386

0

346
L130

.724
.353

. 540

[}
28

3.877
3.348

501

0
419 .
419

4,460

(O

[SY S}

-

1,978
2.148

0

73

- 385

0
507
0
385

87

0

139

0

.785
. 148

0

12
106

976
20,565

43

(

479

479

969

[ovre)

[ 3]

1)

[RNY

2.039
3.587

603

628
0
657

163
0
835

108

0
600 !

075
. 587

603

.785

546

719
383

017

0

39

544
L670

- 165

0
- 236
-236

—-2,419

‘ 1979

o

Jan.

0

3.758

500

0
673
0

O
673

0
0

0
0
0

3.758
500

64,091
60,750

117
201

-9.283

0
587

587

}» 10,392

P Both gross purchases and redemptions include special certificates
crca_lcd when }h_c Treasury borrows directly from the Federal Reserve,
as_follows (millions of dollars)y: 1975, 3.549; 1976, none; Sept. 1977,
2,500,

. 2 In 1975, the system obtained $421 mitlion of 2-year Treasury notes
in exchange for maturing bills. In 1976 there was a similar transaction

amounting (o $189 million. Acquisition of these notes is treated as a

purchase; the run-off o) bills, as a redemption.

Norr, Sales, redemptions, and negative figures reduce holdings of
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 RESERVE BANKS

Millions of dollars

Domestic Financial Statistics = March 1979

Condition and F.R. Note Statements

w -

Tee o La

33
35
36
37

Wednesday Erd of month
Account 1979 16578 1979
Jan. 31 Feb. 7 { Feb. 14 ‘ Feb. 20r Feb, 28# Dec. Jan., Feb.
PR — — e ————— — - - - - - —— ' — — — —— - ! —_—— ———— . — .I - —————— e~ =
I Consolidated condition statement
i - _ - I C e - _ e
A |
ASSETS | |
Gold certificate account.. .. .oov i l 11.592 11.550 11.544 11,544 11.544 1 11.671 11,592 11,544
Special Drawing Rights certificate account..... | 1.300 1.300 1.300 i 1.300 1.300 L300 1.300 1.300
LS 1T U | 36 324 336 340 344 274 316 344
Loans:
Member bank borrowings. ......vvoviia. 4.366 512 1.129 1.018 1.604 1174 4.366 1.604
[0 78 175 oS | ...................................................
Acceptances; '
Bought outright... ... . ... oo e
Held under repurchase agreements......oooee|ion.... 434 TOB |t SBT |
Federal agency obligations:
Boughtoutright. .. ....ooivien i, 7.507 7.487 7.487 7.487 7.487 7.896 7.507 7.487
Held under repurchase agreements...........0. ... ..... 146 364 0 P33 ).
U.S. government securities i
Bought outright:
Bills. ... e 33.959 37.002 37.623 27.814 35.467 42.158 33.959 35.467
Certificates—Special. .. ... o
Other. .o e e e e e
Notes....oovvvvnnn 54.855 54.855 55.392 54,662 54,662 54.855 54.855 54,662
Bonds. .. 12.465 12.465 12.525 13.357 13,357 12.465 12,465 13,357
Totall....................... .. 101.279 104.322 105.540 95.833 103,486 109,478 101.279 103.486
Held under repurchase agreements...........|......... 701 1.244 | ... o]l OB4
Total U.S. government securities.............. 101,279 105,023 106,784 95,833 103,486 110,562 101,279 103,486
Total loans and securities. ............c..coe-u0n | 113,152 113,602 i 116,472 104,338 112,577 120,352 113,152 112,577
Cash items in process of collection............. ' 12.803 15.048 ©  18.707 21.349 14.785 | 12,926 12.803 14.785
Bank premises. .. ...t 395 394 398 394 395 . 394 395 395
Other asscts:
Denominated in foreign currencies2.......... 2.528 2.427 2.211 2.219 2.2066 1 .606 2.528 2.266
Allother........ ..o il 2.753 2.918 2.782 1.897 1.910 2.543 2,753 1.910
Totalassets..........ovviiiiuiniiiinnaerns 144,839 147,563 153,747 143,381 145,121 151,066 ; 144,839 145,121
LIABILITIES ’
Federal Reserve notes. ... i 99 .354 99.765 100.071 100.133 99 .999 103.325 99.354 99,999
Deposits:
Member bank reserves. ...l 29.931 34.413 38.168 25.624 29,280 31,152 29,931 29.280
U.S. Treasury—General account. ... 3.522 2.219 3.276 3.185 3.443 4,196 3.522 3.443
Foreign........covoiiiiiiiii., 339 233 312 315 343 368 339 343
Other. ... i i e s 874 687 902 752 779 1.256 874 779
Total deposits.........ooviiiinininineennn, 34,666 37,552 42,658 29,876 33,845 36,972 34,666 33,845
Deferred availability cash items............... 6,225 6,153 6.934 8.616 6,598 6,494 6.225 6,598
Other liabilities and accrued dividends3. . ... 1.685 1.730 1.559 2,086 1,859 2,119 1.685 1.859
Total liabilities. . ............. ..o 141,930 145,200 151,222 140,711 142,301 148,910 141,930 142,301
CAPITAL ACCOUNTS | )
Capital paid in,.oo oo i, 1.085 1,085 1.087 l 1.088 1.088 1.078 1.085 1.088
Surplus............. 1.078 1.078 1.078 | 1.078 1.078 1.078 1.078 1.078
Other capital accounts 746 200 360 504 654 |...... ... 740 054
Total liabilities and capital accounts............ 144,839 147,563 153,747 | 143,381 145,121 151,066 144,839 145,121
MiMo: Marketable U.S. govt, securities held in . ' .
custody for foreign and intl. account...... 95.762 ; 95.165 ¢ 94.888 1 94,339 ! 94 61! Y5.307 Y5.762 94,613
i 1
: Federal Reserve note statement
S — ; _
F.R. notes outstanding (issued to Bank)........ 133,618 113.384 | 113.239 106.833 | 113,160 l 112.836 113.618 113,160
Collateral held against notes outstanding: !
Gold certificate account.. ... 11,592 11.550 11.544 11,544 11.544 11,671 11,592 11.544
Special Drawing Rights certificate account....| 1.300 1.300 1.300 , 1.300 1.300 1.300 1.300 1,300
Eligible paper . PP . 2.726 465 1.050 872 1,424 907 2,726 1.424
U.S. government sec 98.000 100,069 99,345 93,167 98,892 98.958 98.000 98,892
|
Totalcollateral..............cviiiiiieen, I 133,618 ‘ 113,384 113,239 106,883 113,160 112,836 113,618 l 113,160
|

U Includes securities loaned—fully guaranteed by U.S. gove. securities

pledged with Federal Reserve Banks-- and excludes (it any) securities sold
and scheduled to be bought back under matched sale-purchase trans-
actions,

2 Beginning December 29, 1978, such assets are revalued monthly

at market exchange rates.,

3 Includes exchange-translation account reflecting, beginning December
29, 1978, the monthly revaluation at market exchange rates of foreign-
exchange commitments.



1.19 FEDERAL RESERVE BANKS Maturity Distributio

Millions of dollars

Reserve Banks Al3

n of Loan and Security Holdings

| Wednesday Fnd of month
Type and maturity 1979 1978 1979
- | | oo -
Jan. 31 teb. 7 Feb. 1 beb. 21 | teb. 28 Dec. 31 Jan. 31 Feb, 28

T LoaDS. .o et e 1.018 1,604 1,172 4,364 1,604

2 Within 15 days. 981 1877 1,142 4,334 1.577

3 16 days to 90 da; R 30 27

4 91 daysto ] Yeur. oo oo s e e

5 Acceptances. . . 434 708

6  Within 15 days. . 434 708

7 l6daysto90days....eovvnennvinnaeniniilie i Lo e

8 91 days to I Yeur, .o ve e vnnenneonnenennid| oo iiniin [

9 U.S. government Securities. . .........covvuenue.. 101,279 - 105,023 106,784 103,486 ' 110,562 l()l 270 103,486
10 Within 15 days!. ... 1.901 4.146 5,735 3.084 4.297 961 3.084
11 16 days to 90 days . 14,369 17.799 . 18.124 . 16,546 19,800 l4 369 16.546
12 91 days to 1 year.. 25.980 20,109 ! 25.405 ¢ . 25.864 29.465 25.980 25.804
13 Over 1 year to 5 years., 31.577 . 31.577 ;  32.003 34. . 34,549 31.608 | 31.577 34.549
14 Over S years to 10 years 14.717 14.717 | 14,781 . i 11,875 14.717 | 14,717 1.875
15 Over 10 years...... e e 10.675 10.675 10.736 11.568 | 11,5608 10.675 i 10.675 11.568
16 Federal agency ohlu,.mons 7,507 7,633 7.85% 7,487 7,487 | §,029 E 7,507 7,487
17 Within 15 days!. 16 146 696 i 35S 14 217 16 114
18 16 days to 90 da.ys 507 ¢ 537 3 208 1821 344 482 507 344
19 91 days to 1 year....... 1. 188 1.154 - 1.154 1.154 1.0u8 1.286 1. 188 .08
20  Over | year to 5 years. 3.475 3.475 3.475 i 3.475 1 3.553 3.723 3.475 3.553
21 Ow.rSyc.usm 10 ye: 1.511 1.511 1.511 1.511 1.568 [ 1.511 1.568
22 810 310 . 810 810 310 810 810 810

L Holdings under repurchase agreements are classified as maturing
within 15 days in accordance with maximum maturity of the agreements.
1.20  BANK DEBITS AND DEPOSIT TURNOVER
Debits are shown in billions ot dollars, turnover as ratio of debits to deposit. Monthly data are at annual rates.
1978
Bank group, or type : 1975 1976 1977
of customer '
| I Aug.? Sept.’ Oct.” Nov.! e
Debits to demand deposits 2 (seasonally adjusted)
i ‘ Co . R S

1 All commercial banks. . ..., .. 25,028.5 29,180.4 | 34,322.8 Io42.8190 41.896.0 42.942.5 42 941.5 42.307.5

2 Major New York City banks., . 9,670.7 11,467.2 1 13,860.6 16.435.0 15.500.0 15.437.8 15.673.06 15.100.2

3 Otherbanks.........o.ooovn. 15,357.8 17,713.2 ¢ 20,462.2 ' 26.384.1 26.396.6 1 27.504.7 27.267.9 27.207.3

‘ [ D ! _ .
Debits to savings deposits 3 (not seasonally .u.l;uxtul)

4 All (.ustomgrs ........................................ | 174.0 434.6 424.4 467.6 446.0 438.0

5 L, i 21.7 58.% 62.0 67.2 66.8 61.4
6 Others. ...y 152.3 376.1 362.4 400. 4 3791 376.6

L I . N R N o
: Demand deposit turnover 2 (scusnn.ll]y .AdJustLd)
. i - o [ il o ;~ T I - T -

7 All commercial banks......... 105.3 ! 116.8 ! 129.2 146, < 141.9 144, | 145.1 41,06
8 Major New York City banks. . 356.9 . 411.6 | 503.0 577.6 5496 530.1 559.8 535.9
9 Other banks................. 72.9 79.8 85.9 \ 100.0 98.8 102.3 101.8 100. 5

Savings deposit turnover 3 (not seasonally adjusted)
10 AT Customers. ..o i it 1.6 2.0 1.9 2.1 2.0 ’ 2.0
11 Business 1... 4.1 5.2 5.4 5.8 5.8 5.4
12 Others, .. o.oovnonooon 1.5| 1.8 1.7 1.9 I.XI 1.8
I Represents corporations and other pmn( secking mgdmm(mm (ex- NoTE. Historical data  estimated tor the period 1970 through June
cluding commercial banks but incleding saviogs and loan associations, 1977, partly on the basis ol the debits series tor 233 SMSAs, which were
mutual savings banks, credit unions, the Export-Import Bank, and available through June 977 -are available trom Publications Services,

federally sponsored leluu. agencies).,

2 Represents accounts of individuals, partnerships, and corporations,
and of states and poiitical subdivisions.,

4 Excludes negotiable order of withdrawal (NOW) accounts
special club accounts, such as Christmas and vacation clubs.,

and

Division of Administrative Services, Board ol Governors ot the ederal
Reserve System, Washington, 1D.1). 20551, Debits and turnover data
for savings deposits are not available prior to July 1977,



Al4

Billions of dollars, averages of daily figures

Domestic Financial Statistics = March 1979

MONLY STOCK MEASURES AND COMPONENTS

1975 1976 1977
I bec, Dec. Dec.
Item :
i
295.4 3138 338.7
456 .8 5§17.2 560.6
064.8 740.6 . 809.4
1,092 .4 [ 1.235.6 ¢ 1.374.3
. 745.8 803.0 |  883.1
C1UI7305 | 12980 1.448.0
COMPONENTS ;
7 Currency 738 | §0.8 ' 88.6 .
Commercii . .
8 Demand 221,70 2330 250.1
9 Time and 450.3 | 4N9 .2 544.4 -
10 Savings. .. ... . 160.7 - 2021 219.7
I Negotiable € Ds2... 81.0 62.4 73.7
12 Othertime. .. ... ... 208.0 224.7 | 251.0
13 Nonbank thrift institutions$, .. ... .. ;4277 495.0 ! “564.9
MEASURES! I
303.9 ¢ 322.6 348.2
463.6 | 52412 508.0
070.0 | 745.8 | 8149
1.095.0 ¢ 1,238.3 | 1.377.2
753.5 810.0 | 890.8
11784 | 1.302.6 i 1.453.2
COMPONENTS |
20 CUFTENCY .oyt e “75.1 82,1 901 |
Commercial bank dq)m' '
21 Demand. .. .. . 2288 2405 v258.1
22 thhc “162.8 169 .4 “177.5
23 Domestic nonmember . 62,6 “67.5 76.2
24 Time and savings. . ... .. 449 .6 487 .4 ©542.6
25 Savings . . L v159.0] 200.2 ;. 217.7
26 Nugou‘lblc CDs . 83.5 04.3 ©75.9
27 Other time. ..o ‘ ©207.1 ©222.9 1 249.0
28 Other checkable depositsd. .. ... ! 0.7 ‘1.4 21
29 Nonbank thrift institutions 4, . 424 .9 492 5 562.3
30 U.S. government deposits (all cnm-
merical banks). ....... .. ... ... ‘4.1 "4 4 5.1

f 1978 1979

1978 _ . ) . _ . _ .
Dec. | |

i Aug. 1 Sept. Oct. Nov., Dec. Jan.
Seasonally adjusted

36l1.5 357.0 ol 1 361.0 361.0 3ol.5 359.9
586.7 583.5 589.4 | 589.38 587.4 586.7 S82.8
876.3 ' 856.9 866.2 | 870.9 874.3 876.3 : 875.4

1,500.6 . 1,458.4 1.474.7 ,’|.485,5 11,493.8 1,500.0 ' 1,504.7
972.9 944 .S 954 .8 | 4589 .6 969 .7 "971.9 975.9
11.597.3 1 1.546.0 . 1,563.2 ,71.574.1 ’I.589.2i‘|.597,3 1,605.2
i ' . !
| ! ! |

i !

97.5 ; 93.9 , 9s§.2 ' 95.8 96.6 97.5 98.2
2041 20301 2659 | 2058 644! 2041 2017
6l1.4 587.5 ! 593.7 597.9 . 1608.8 611.4 5160
1222.0 22370 225,51 2252 223.4 . 2220 219.6

96.6 , 87.6 1 88.5 ! 88.6 95.4 96.0 100.5
292.8 ¢ 276.2 279.6 1 284.1 289.9 292.8 295.9
624.3 o015 1 c608.5 614,06 “619.5 624.3 629.3

Not seasonally adjusted
; | i

371.6 354 .4 359.0 361.4 | 363.0 i 371.6 365.7
594.7 580.9 585.4 587.9 ’ 587.6 ¢ 594.7 | S587.7
882.0 853.8 861.7 808.2 871.0 882.0 ' 880.1

'1,503.3 ¢+ 1.455.5 | 1.469.2  1,481.6 .'1.487.8 '1,503.3 : 1,507.8

981.6 941.8 952.0 . 959.0 968.0 981.6 ¢ 981.2

'1,602.9 1.543.5 1.55'9\5 71.572.4 '1,584.2 1.,602.9 ! 1,608.9

99 1 94 .2 94.9 95.6 97.2 ., 99 .1 97 .4
€272.5 | 260.2 2641 265.7 272.5 268.8
c182.9 ; 176.2 178.3 178.3 182.9 179.2
“85.6 | 80.1 81.9 83.7 85.0 84.9
609.9 | 587.5 593.1 605.0 60% .9 615.5
€219.9 ¢ 223.7 223.6 2215 219.9 218.8
995 88.0 90.3 96.4 99.5 or.1
€290.5 2757 279.2 287.1 - 290.5 295.6

3.2 2.8 2.8 . 3 1.2 33
621.3 : 6017 607.5 | 616.2 ’()21 627.7
10.2 } 3.6 6.2 1 4.3 R0 10.2 ! 12.0

' |

Composition of the money stock measures is as follows:

M-1: Averages of daily tigures for (1) demand deposits at commercial
banks other than domestic interbank and U.S. government, less cash items
in process of collection and Federal Reserve float; (2) foreign demand
balances at Federal Reserve Banks; and (3) currency uu!sidc the Treasury,
Federal Reserve Banks, and vaults of commercial banks.

M-14 : M-I plus savings deposits at commercial banks, NOW accounts
at banks and thrift institutions, credit union share draft accounts, and
demand deposits ut mutual savings banks.

M2-: M-I plus savings deposits, time deposits open account. and time
ucrum.ms of deposit (CDs) mhur than negotiable CDs of $100,000 or
more at large weekly reporting banks,

M-3: M-2 plus the average of the beginning- and end-of-month deposits

NOTES TO TABLE 1.23:

I Adjusted to exclude domestic commercial interbank loans.

2 Loans sold are those sold outright to a4 bank’s own foreign branches,
nonconsolidated nonbank aftiliutes of the bank, the bank’s holding
company (it not a bank), and nonconsolidated nonbank subsidiaries ot
the holding company. Prior to Aug. 28, 1974, the institutions included
had been defined somewhat differently, and the reporting pdnc[ of banks
was also different. On the new basis, both “Tatal loans” and “Com-
merical and industrial loans™ were reduced by about $100 million.

3 Data beginning June, 30, 1974, include one large mutual savings
bank that merged with a nonmember LommeruM bank. As of that date
there were increases of about $500 million in loans, $100 million in
“Qther” securities and $600 million in “Total loans and investments.”

As of Oct. 31, 1974, **Total loans and investments™ of all commercial
banks were reduced by $1.5 billion in connection with the liguidation

of mutual savings banks, savings and loan shares, and credit union shares
(nonbank thrift).

M-4: M-2 plus lurge negotiable CDs.

M-5: M-3 plus large negotiable CDs.

< Negotiable time CDs issued in denominations of $100,000 or more
by large weekly reporting commercial banks,

£ Average of the beginning- and end-of-month figures tor deposits ot
mutual savings banks, for savings capital at savings and loan associations,
and tor credit union ]

4 Includes NOW accounts at thrift institutions, credit union share
draft accounts, and demand deposits at mutual savings banks.

NoTE. Latest monthly and weekly figures are available from the board's
508 (H.6) release. Back data are available from the Banking Section,
Division of Research and Statistics.

ot one large bank. Reductions in other items were: “Total loans,” $1.0
billion (of which $0. (\ hllllun was in “Commercial and industrial loans™),
and “Other securit * $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.
eclassification ot loans reduced these loans by about $1.2 billion

u»‘uf' Mar. 31,1976.

* Recl fication of loans at one large bank reduced these foans by
about $200 million as of Dec. 31, 1977.

NoTi. Data are for last Wednesday ol month except tor June 30 and
Dec. 31 data are partly or wholly estimated except when June 30 and
Dec. 31 are call dates.



Monetary Aggregates  AlS
1.22  AGGREGATE RESERVES AND DLEPOSITS  Member Banks
Billions ot dollars, averages ot daily tigures
I | !
: i 1078 vy
[tem {978 1976 1977
Dec. Dec. l Dee. | :
YoJune July Aug. Sepl. Oct. Noy, Dec. 1 Jan.
Scasonally adjusted
T Resersesl. oo T 34,67 34.89 36,10 37.63 38,11 37.93  38.21 3838 39.75  41.27  41.48
2 Nonborrowed., . .. .. 34084 3R4 35,330 36,530 36,80 36,79 37015 370100 39.05  40.40 4048
3 Required. ..o oo .40 4ol 1591 37.45 37,92 137,77 IN. 02 3822 d0.S3 41,04 41028
4 Monetary base 106.7  118.4  127.8 1335 134.7 135.3  136.8  137.3 1399 1424 143
5 Deposits subject to reserve requirements” .. ... ... S04.2  528.0 568.6 S95.8 0600.5 602.7 607.0 oU8.9 6i6 9 616.7 621.1
6 Fime and saviegs. ..o oo 336.8 35401 0.7 4074 410.8 4130 4le.8 418,30 4275 4204 4338
Demand
7 Private. ... 164, 5 171,58 178.8 184,60 180, 1 186.5  186.2 187.2 I87.0 185. 1 I85. 6
8 LS. government, oo oo i 2.0 3.0 1.5 3.8 3.6 33 3.0 3.8 2.3 2 [
Not seasonally adjusted
9 Monetary base. ... o 108, 3 120.3 129.8 133.5 135.7  135.2 fio 137.5 140.5 144,06 | 1444
10 Deposits subject to reserve requirements”. ... S10.9 | 534.8  575.3  596.8 600.6 ; S99.2  605.9  608.4 6151 | 624.0 | 627.1
{1 Time and savings. ..o 337.2 | 3530 ¢ o4 408.0 4411, 41208 i 46,6 0 4185 L2 042500 1 4338
Demand . : : :
12 Private. . ..o 17007 ‘ 177.9 IN5.1 183.7 1864 183.9 | 184.7 | 186.9 to1.9 191.5
13 LS. BOVETIINCNT. oo e e e | 3.1 ‘ 1.3 IR 4.5 3.2 250 4.0l 3.0 R 1.9

L Series reflects actual reserve requirenmient percentages with no adjust-
ment to eliminate the effect of changes in Regulations 1D and M, There
are breaks in series because of charges in reserve requirements ctiectise
Dec. 12, 1974: Feh, 13, Nay 22, aodd Oct. 20, 1975; Jan. 8 and Dee. 30,
1976. In addition, eflective Jan, |, 1976, statewide branching in New York
was instituted, The subsequent merger ol o number of banks raised
required reserves because of higher reserve requircments on aggregate
deposits at these banks,

1.23  LOANS AND INV

S Includes total time and savings deposits and net demand deposits as

defined by Regulation D, Private
deposits exeept those due (o the U,

gosvt., les
collection and demand balances due teom dome

cmand deposits include all demand
cash items in process of
ic commercial banks.

NoTIt. Back data and estimates of the npact on required reseeves

and chang
Annuel Statistical Digest, 1971-1975,

TMENTS Al Commercial Banks

Billions of doltars; lust Wednesday of month except for June 30 and Dec. 31

s in reserve requirements ire shown in Table 14 of the Board's

. 1974 (975 1976
Category Dec. 315 Dec. 31 Dec. 31
i
R ,7'_7, — - . - . R
I Loans and investments ! ceee, 691 L E 7218 785. 1
2 Including loans sold outright2, . .. ovs.9 - 7206.2 788.9
Loans: ,
3 Total............ . S500.2 | 496.9 538.9
4 Including loans sold outright?2. .. 505.0 501.3 542.7
5 Commercial and industrial. . ..., 183.5 176.2 H79.7
6 Including loans sold outright2., . 186.2 4 178.7 182, 1
Investments:
7 Sh 80. 1 V.0
8  Other 139.8 144.3 148.2
9 Loans and investments ! .. .......... Y7056 . 737.0 801.6
10 Including foans sold outright2. ., .. 710.4 . 741.4 q05.4 |
Loans: \ ;
1 Aot 510.7 1 507.4 7 ss0.2
12 Includ loans sold outright?... 515.5 ' SI1.8 554.0
13 Commercial and industrial. .. ... .. 186. 8 179.3 82,9
14 Including loans sold outright2. 189, 5 181.8 4185.3
Investments:
15 U.S. Treasury 54.5 84,1 2.5
16 Other. oo 140.5 145.5 148.9

166.2

1978

! 960.
' 964,

0696,
700.
227.

1977 L
Dee, 31
July 26#  Aug. 30¢  Sept. 27# Oct, 25#
| i
Sceasonally adjusted
S o .
870,61 9407 | 446! 0s2.4
875.5 945.3 949.3 957.0
i |
I wi7.0 } 6751 | ax0.2 ' esra
621.9 679.7 084.9 1.9
22010.4 220.8 222.8 1 224.6
2042 2230 2252 2209
| | | |
| 95.0 100.0 0 979 . w7.2 9s.
oS30l 165,01 106,51 167.9 108.
! . |
Not scasonally adjusted
|
888.9 | 936.6 ' 942.0 951.4
Igo3.8 " 0412 946.7 9501
! i
629.9 675.6 |  681.0 088.0
634.8 680.2 | O85.7 G93.3
2205.0 22009 1 2217 23,9
i 2207.8 232.2 224, 1 220.2
| '
| i
100.2 6.1 DER 95.0
158.8 [64.9 X 167.7

228.9

o

[ ST

=
<

PN

Nov. 29¢  Dece. 31#

967.3
971.1

709.0
7128

For notes see bottom ol opposite page,
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1.24 COMMERCIAL BANK ASSETS AND LIABILITIES Last-Wednesday-of-Month Serics

Billions of dollars except for number of banks

1977 | 19783
Account - T } - o ’ - )
i Dec. Mar. Apr. | May June ! July» Aug.r Sept.” | Oct.» Nov.» l Dec.r
i ! . — p— —_—— e —— l,__ — JR— — - —_— —_
All commercial
: i : |
1 Loans and investments. ... .......... ‘ 939.1 939.7 953.0 | 974.4 i 985.0 980. 6 985.5 | 996.4 .1,003.0 '1,016.2 |1,034.7
2 LOoans, 8ross. . ..vvveeeveiinn s, I 680.1 680.4 | ©688.7 712.4 1 722.1 719.6 724.5 733.6 , 741.2 . 754.1 ‘ 770.9
Investments: ! i i ) . :

3 U.S. Treasury securities. .. ... .. 100.2 7 99.0 L 100.2 i 97.3 9790 6.1 94.8 95.0 1 93.5 92.6 . 92.6

4 Other. ..o s 158.8 ' 160.3 | lo4.1 , led.6 , 165.1 ‘ 164.9 166.2 167.7 168.3 169.5 171.2

S Cashassets......... 168.7 130.5 133.1 1610 166.8 - 130.2 137.4 141.8 146.5 149.2 170.1

6 Currency and cc 13.9 14.4 14.3 | 14.5 12.0 14.8 15.2 15.2 15.1 16,7 17.2

7 Reserves  with i : :

u‘BAnks e 29.3 ’ 0.2 ! 27.6 ‘ 30.3 29,0 236 29.7 32.6 RENQ 32.6 7.7

8 Bulances with banks ©59.0 42.6 43.6 ©  51.9 56.0 44.4 43.0 44 .4 45.0 46.5 50.6

9 Cash items in process of collection. . 66.4 1 43.3 ‘ 47.6 . 64.3 69.3 | 47.3 49,5 49.6 51.7 53.5 63.0

i i !
10 Total assets/total liabilities and | ’ ' | \ 1 ! :
capitall. .. . oo 1,140.5 :1,156.9 '1,206.5 .1,245.0 1,179.2 1,192.9 {1,209.5 1,220.4 1,240.8 '1,284.0
11 Deposits. oo oveiieen oo 899.8 915.5  952.9 965.7 932.3 937.7 | 949.9 952.3 959.0 993.1
Demand: i : .
12 Interbank ... covvuvnun. ' 70 3760 9.0 51.2 49.3 1 40.5: 40.4 ., 41.9 43.3 42.9 5.1
13 U.S. government ... W3 4.9 6.2 3.3 8.0 ° 4.3 2.8 1.0 7.6 . 2.1 2.3
14 Other. ... 281.2 0 293.8 312.9 317.5 | 296.3 298.6 | 297.1 299.2 0 3047 327.1
Time: :
15 Interbank......... .. ... . 9.0 l 9.0 9.4 10.2 10.3 10.7 1.6 1.1 ’ 11.8 ‘ 12.4
16 Other. ... it 567.1 567.5 * 576.1 580.8 ‘ 580.9 585.2 % S588.3 39l.2 597.6 1 600.3
1
17 Borrowings...........oooiiiiiia.. 96.2 105.6 ' 1049 | 2.2 106.8 l()3.2 Co 1091 ’ 112.8 118.3 125.6 1 133.0
18 Total capital accounts2,............ 85.8 83.4 83.7 | 84.6 89.9 \ 5.8 | 86.2 : 87.1 87.1 ‘ 47.8 87.3
19 Memo: Number of banks.......... I 14.707 | 14,689 I 14,697 14.702 ’ 14,698 | 14,713 | 14,721 ’ 14.715 | 14,713 | 14,719 * 14,712
! |
i Member
\" l | . | |
20 Loans and investments. ... ... ..., 675.5 ' 668.6 ! 676.8 | 693.8 699.7 i 695.8 698.9 706.9 | T13. 724.3 739.5
21 LOWAS, BLOSS. v vveeetrennn s ‘ 494.9 490.5 + 495.3 ! 514.3 519.6 S17.6 520.3 527.0 © 5339 544 .6 558.3
Investments: I
22 U.S. Treasury securities. ........ 70.4 68.2 68.8 66.9 67.4 65.7 - 65.3 65.4 64.1 63.5 63.6
23 Other,, oo } 110.1 ( 109.9 12,71 112.7 112.7 112.5 1 113.3 114.5 15.3 1 116.2 [
i .
24 Cash assets, total. . ............ Lo 13404 104.8 1 106.5 130.7 133.8 104.2 .2 115.4 118.6 121.3 140.2
25 Currency and coin ‘ 10.4 10.6 ! 10.5 10,6 : 8.7 10.8 Jit 1.1 I.1 12.3 12.7
26 Reseryve ith  Federal S y . :

' “L;;ukr:kx‘.x.l‘ .1. . u Ul .......... 29,3 3.2 27.6 30.3 29.6 23.6 29.7 2.6 4.6 2.6 37.7
27 Balances with banks. ............ - 30.8 ’ 22,9 22,7 28.1 29.1 24.3 229 24.0 23.2 25.1 28.06
28 Cash items in process of collection..:  63.9 41.2 ) 45.7 61.7 66.5 45.4 47,6 47.7 49.7 5.4 6l1.2

{ ! | : !
29 ‘lotal assets/total liabilities and | . !
capital b, oo I 861.8 §33.2 i 843.3 884.7 888.7 . 857.3 868.5 882.2 891.2 908.5 945.2
i
30 Deposits....oviviirir e \ 683.5 ' 645.1 i 655.1 686.7 694.3 666. 1 670.6 | 679.6 | 682.5 688.6 716.3
Demand: |
31 Interbank....... 48.0 34.7 36.0 47.5 | 45.5 37.3 37.2 38.0 39.9 39.5 47.3
32 U.S. governnient, . 5.4 3.7 4.5 2.2 ’ 5.6 3.1 1.9 8.1 5.7 1.5 1.6
33 Qther. oo 239.4 205.1 213.4 | 229.1 | 231.6 ;. 214.06 217.0 | 215,61 217.0 2213 237.9
Time: ; i : :
34 Interbank. . ...ooeeueeninnnon.. ' 7.8 7.0 6.9 7.3 8.1 8.2 8.6 9.4 9.0 9.7 10.2
35 Other. ... ooy © 3829 1 394.7 ‘ 394.3 1 400.5 403.4 402.9 405.9 407.8 | 411.0 416.7 419.3
| : H
30 BOMTOWINES. . vvvie i 84.9 91.8 91.1 | 96.9 | 92,1 8.0 93.9 97.2 101.4 108.1 115.9
37 Total capital accounts?.............. 63.7 i 62.4 62.7 1 63.31 66.1 64.2 64.5 , 65. 1 65.2 65.7 65.5
i
38 Mimo: Number of banks.,........ 5.6069 5.654 5,645 5,038 | 5.622 5.613 ‘ 5,610 | 5.593 ‘ 5.585 | 5,586 5,565
Uincludes items not shown separately. Nott. Figures include all bank-premises subsidiaries and other sju-

Effective Mar. 31, 1970, some of the item “reserve for loan losses™
and all of the itemy “upcarned income on Joans™ are no longer reported
as abilities, As ot that date the “valuation™ portion of “reserve for
loan losses™ and  the “unearned income on loans' have been netted
apdinst other asset and against total assets™ as well

Total liabilities Lnnlmuu to include the deterred income tax portion of

Treserve for loan losses.”
S Eflective Mar. 31, 1976, includes “reserves for securities”
contingency portion (which is small) of “reserve for loan losses.”
CFigures parthy estimated except on call dates.

and the

nificant Majority-owned domestic subsidiaries,

Commercial banks: All such banks in the United States,
member and nonmember banks, stock savings banks,
companies, and U.S. branches of toreign hanks.

Member banks: The following numbers of noninsured trust companies
that are members ot the Federal Reserve System are excluded from mem-
ber banks in tables 1.24 and 1.25 and are included with noninsured banks
in table 1.25: 1976 December, 115 1978 January, 12,

including
nondeposit trust



Commercial Banks Al7
1.25 COMMERCIAL BANK ASSETS AND LIABILITIES  Call-Date Series
Millions of dollars, except for number of banks
| 1976 l 1977 1978 1976 ‘ 1977 . 1978
Account . !
Dee. 31 June 30 Dec. 31 June 30 Dec. 31 June 30 Dec. 31 | June 30
| |
! Total insured National (all insured)
I| . -
1 Loans and investments, Bross.................. | 827,696 854,733 914,779 956,431i  470,610|  488,240° 523,000, 542,218
Ioans : i
2 578.734: 60t 122 657.509 695.443 340,691 350,311 384.722, 403.812
3 560.077 S581.143 036.318 672,207 329,971 339,955 372,702 390,630
Investments H
4 U.S. Treasury securities 101461 100,568 99,333 97.001 55.727 53.345 52.244 50.519
5 Other. .. 147,500 153.042 157.936 163,986 8001 83.583 86.033 87.880
6 Cash assets 129,562 130.720 159,264 157,393 76,072 74,041 92,050 90,728
7 Total assets/total liabilities !, ... ............ ... 1,003,970 1,040,945 1, lZ‘;‘,7I2| £, 172,772 583,304 599,743, 651,300 671,160
8 DEPOSHS. - . vvee e 825,003 847,372 922,657  945,874| 469,377 476.381' 520,167 526,932
Demand H
9 U.S. government. ...l 3,022 2817 7,310 7.956' 1.670 1.032 4,172 4.483
10 Interbank 44,064, 44 965 49 843 47.20%; 23,144 22.876 25,646 22,416
11 Other. ..o e 285,200i 284.544 319,873 312,707 163. 340 161.358 181,821 £76,025
Time H i |
12 InterbanK. covin i 8,248 7.721 8,731 8.987! 4.907 4.599 5.7.30] 5.791
13 Other.. .o 484,467' 507,324 536.899 569.020 276.290 285.915 302.795 318.215
14  Borrowings...... 75.291 81,137 89,339 98,351 54.421 57.283 63,2138 08,948
15  Total capital accoun 72,061 75,502 79,082 83,074! 41,319 43,142 44,994 47,019
16 Mrmo: Number of banks. ..., 14,397 14.425 14,397 14,381 4.73% 4.701 4,654 4.610
State member  (all insured) Insured nonmember
17 Louns and investments, gross. .. ............... 144,000 144,597: 152,514 157,404 207,085 221 ,H‘MI 239,265 256,749
18 102,277 102,117 110.243 115,730: 135,766 147‘0')4. 162,543 175,894
19 . 99,474 99,173 107.205 112.470 [30.630 142.015 156.41 l‘ 169, 1006
Investments ;
20 U.S. Treasury securities. ................. 18,849 19,296 18,179 16,886 20,884 27,9201 28,9097 29 595
21 Other. ..o i 22 874 23,183 24 091, 24 3841 44,434: 46.275 47.812 51.259
22 Cash as8etS, o v v e ve i i i e 32.859 JS.‘)Ih’i 42.3()5i 43.057 20,6311 20, 166 24,908 23,6006
! i
23 Total assets/total liabilities!................... 189,579 195,452 2|0.442i 217,384: 231,086 245,748 267,910 284,221
24 DEPOSIS . .« ot ee e e e 149,491 152,472 163,436 167,403 206,134 218,519 239,053 251,539
Demand
25 U.S. government 429 371 1,241 1,158 17 813 1,896 2,315
26 Interbank. . ....... 19,295 2().5()8‘ 22,340 23,1171 1.619 1,520; 1,849 1,669
27 Other. .. .o o e 52,204 52,570 57.605: 55,550 09,048 7(),(;]5\ 80,4451 ¥, 131
Time : | ! i
28 Interbank........... .. o, 2,384 2,134 2,026 2.275 950, YRE 973 920
29 Other. .. e e et e 75,178 76.827 h'().?.l(): 85,301 132,993 144,581 153.887: 165.502
30 Borrowings.......... e 17,310 19,6971 21,736 23,167 3,559 4,155 4, 384] 6,235
31 Total capital accounts. ... ..ooooveiin 13,199 13,441 14,182 14,670 17,542 m,ow] 19,905 21,384
32 MEmo: Number of banks. ... .ovviei s 1.023 I 4»1&;I 1014 1.005, 8,639 8.705 8,729 8.760
Noninsured nonmember ‘ Total nonmember
— R |- _ - I
. |
33  Loans and investments, gross.................. 18,819 22,940 24,4I5! 28,699 225,904 244,837 263,681 285,448
Loans
34 L@ 6T 16,3306 '.’().8()5' 22,680 26,747 152.103 168,559 185,230 202,641
35 Net, e e s 16,209 20,679 22.484 20,548 146,840 I(»Z.()‘M; 178,890 195,655
Investments ‘
36 U.S. Treasury scecurities 1,054 PK) 3791 86Y 27.938 28,919 29,788 30,405
37 Other. , 1,428 {081, 84Y 1,082 45.803 47,357 18,602 52,341
38 Cash assels. . .ovoervni et 6,496 8. .?J()i V,458 9,360 27,127 28\407‘ 34,307
39 Total assets/total linbilivies ... ................ 26,790 33,390 36,433i 42,279 257,877 279, I.W-‘ 304,343 326,50
A0 DeDPOSIES . . .o v v e et e 13,325 14,658 16,844 19,924  219,460| 233,177 zss,sos! 271,463
Demand i
41 U.S. government . . . 4 8, 10 8 921 822 1.907 2.323
42 Interbuank......... 1.277 1, 35041 1,808 2,067 2,890 3.025 3,718, 3,730
43 Other. ..o e 3.236 3,588 4,07}| 4,814 72.884 74.203, 84.518| ¥5.940
Time | : :
44 Interbank........oovviiiii 1,041 1. 164 1,089 i.203 1,997 l.ISZI 2,003 2,123
45 Other.. oo 7,766 8,.\‘)2! 9,802 1,83l 140.700 152.974 163,690 177,334
46 Borrowings. 4,842 7,056, 6,908, 8,413 8,401 1212 11,293 14,0649
47 Total capital 818 893| 917: ‘)62: lx,}ﬁ(i‘ 19,812 20,82}! 22,340
48 MiMo: Number of banks. ..o, 275 293 310 31 7i 8,914 8.998 9,039 v,077
| '

T Includes items not shown separately,

For Note see table .24
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1.26 COMMLERCIAL BANK ASSLTS AND LIABILITIES

Millions of dollars, except for number of banks.

Detailed Balance Sheet, September 30, 1978

Insured
Asset account commercial
banks
[ Cash bank balances, items in process. 158, 380
2 Currencyandceoin, ..o 12,1358
3 Reserves with Federal Reserve Banks. . 23.043
4 Demand balances with banks in United ¢ 41,104
5 Other balances with banks in United State 4,648
O Balunces with banks in foreign countries. .. ... ..., 3.295
7 Cash items in process of collection. ... . oo 69,156
8 Total securities held -Book value 262,199
9 U.S. Treasury . 95,008
10 Other U.S. Government agengie 40.078
11l States and poiitical subdivisions 121.260
12 AL Other SCCUTILICS ..ot u e S.098
Ed o Unclassified total oo oo 94
14 qu/um-u( « nuul SCCUPTIICS © ooy e e noNES
s 4,125
16 825
17 1,395
1y All othcr lru\Hng account securi . 194
19 Unclassified . ..o 94
20 Bank investment portfolios.. ... .o i i 235,860
21 US. Treasury, .. .......... .. 90,943
22 Other U.S. Government 19,253 ¢
23 States and political subdi . 119865 |
24 All other porttolio SeCUTTHES v v ot oo o e es 5.305
25 Federal Reserve stock and corporate stock ..o oL 1.656
26 Federal funds sold and securities resale agreement.......... .. 41,258
27 Commiercial banks. ... 14256
2 Brokers and dealers. ... o oo 4,259
29 Others., 2,743
30 Other loans, gross 675,915 |
31 Liss: Unearned income on loans. oo 17.019
32 Reserves for loan loss oo o 7.431
33 Other LOans, el Lo i e i 651,465
Other loans, gross, by category !
34 Real estate loans, ., ... 0 o b203,886
35 Construction and land development. ... ... ..., . 25.621
36 Sceured by tarmland ..o oo 8.418
37 Secured by residential properti 17,176
38 1- to 4-family residences... .. ... 1i,e74
39 I'HA-Iinsured or VA-guaranteed . ... .o . ... 7.503 i
40 Conventional... ... o oo i 104171
41 Multifumily rvesidence S50
42 FHACNSUrCd, L 99
43 " i 5,103
44 2,171
45 Loans to financial institutions . .. ..... .. 47,072
46 REFDs and mortgage companies 8.574
47 l)mm.\lu u»mmcru.ll lmn 3.362
48 7.359
49 Other deposi 1.579
50 Other finan .xl institutions. , .. 16,198 ¢
Sl [.oans to security brokers and dealers 1042
52 Other loans to purchase or carry securi 4,280
53 Louns to farmers  except real estate. . 28,054
54 Commercial and industrial loans. .. ... 0 203,123 .
55 Loans to individuals, oo oo o 161,599
56 Inustalment loans. . 131.571
57 Passenger autonobil 58,908
S8 Residential repair and m 8.526
59 Credit cards and related plans. ... 21,938
60 Charge-aecount credit cards., ., 17.900
ol Check and revolving credit plan 4.038
[ Other retail consumer goods., ... 19,689
63 Mobile homes. ., ... S 9,642
04 Other. oo 10,047 -
08 Other instalment loans. ... oo o ie e 22,510,
60 Single-payment loans to indj . l() 027
67  AILOTher lOans . ..o . o e 17.360
08 Total loans and securities, net. .. ... Lo L 956,579
69 Duut fease IaNCINg. L e s 6.717
70 Fixed assets - Buildings, furniture, real estate. .., ... 22,448
71 lmutn.u\l in unconsolidated subsidiarics . 3,255
72 Custonier aceeptianees outstanding. . .. 16,557 ¢
T3 OThCr d8SCTS . oo e 34,559 ¢

T4 Total assets. ..o 't 198,495

Total

134,955
8,866
28,041
25,982
2,582
2,832
066,052

179,877
65.764

15.457
S.125

3,465
66

6681
4.103

8106
1,381

R

60

173196
61,0061
24.641
83.745

1,149 -

1.403

31,999
25,272
4,119
2.608

500,802
11,355
5.894
483,553

138,730
19,100
3.655

81,370

/7.422
6,500
70.922
4948
340
3,609
34,005

34,843
8,162
2018
7.187
1.4
15,465
10,834

171,815

110,974
91,568
37.494

5.543
9,333
16,037

3,296
13,296

6.667 .
6.629 ¢

14.902
20.400
14.778

696833

6.212
16.529
3.209
16,036
10,408

904,182

Member banks!

New York
City

43,758
867

Large banks

City of
Chicago

5,298

180
1,152
543
15

288

3119

3,290
{987
821
482

79,996
n75
1.347
77.974

10,241
2 ﬁ‘)X

5. ‘()-
4.617

508
4,109

746,

168
39.633

7.100
S0s
1.077
RR1
2,208
1,573
69S
427
179
249
1,302
1.694
3,548

102,383
1,145

2,32

1,642
8,315

10,323 4

170,899

96

94

26,172
107 |

25, 724

150 |

13,290

2,562
1711
209
60
1,267
1,219
47

57

19

38
(e
851
1.290

38,536

Y6
798
188
1,258

1,000

44,170

Other
large

47.914
2.918
12,200

3.672
648

1.507
26.96Y

58.271
22.051
7.730
27.423
1.048
19

2440
1.210
278
794
145
19

55805
20,840 |

7.45

26.629 ¢
903

sS07

16,498
12,274
2,36l
1,863

190,565
3,765
2,250

{84,544

52.687
9.236
453
3212
209,774
3,440
26,328
1,438
B8

1,350 .
1,786

15137 "

4,010
1.200

2,820 -

785
S.710
2,846
1.860
3.781

67.833
40,320 !

43,640
1t 620
2,088

0,730 "

8,192
1,545
5.242

2,503

2,078
4,948
6,680
6,100
259,820

1,931

12,810

338,079

1 All other

37.986
4.901
11.067
8,945
1.319
705
11,049

92,881
31,499
[4.0l6
44 831

14.561
44.724
1.884

b -
PR

10,427
9.717
541
169

204,069
6.809
1,949

195,311

72,863
6,581
3,146

43.236

41,570

39,063
1.665
942
1,573
19,901

2,980
GRO
281

i 201
1.073

199 .

985
11,196

60,993

49,811 .

24,582
3.004
6,002

5.053

1,009
7.570

3,664
8.533

1182
3,844

299,094

1041

90
409
5,275

351,034

w2591 .
31,422

475 |

2,502

0635 ¢

51.059

3.905

7,133

’ Non-
memiber
banks!

| 28

{14613

l 9,365
9090
140
135

5,664
1.537

‘ 175,113
167,912

I 64,650
6,521
4,763
35.806

34,252
1,003

! 33.249

1.554

59

\ 1,495
17,566

R 2
| 12
i 744
171
167
733
207
\ 747
12,758
YRR

50,0624
41,003
21,414
2.983
2.605
1.863
I 742
| H.393

259,867

i 505
$.926
46
521
4.249

1 294,595

For notes see opposite page.
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1.26  Continued
|
i Member banks!
Insured , Non-
iability or capital account comniercial Large banks member
banks _ _ banks!
| Total ' | 1 All other
JNew York  City of | Other |
City b Chicago large
| : '
75 Demand deposits 1 369,030 ‘ 282,450 66.035 10,690 100, 737 ‘ 104, 983 86,591
76 Mutual savings banks. ... oo ’ 11282 1.089 527 ! 256 05 194
77 Other individuals, partnerships, and corporations........ 279,651 205,591 7 31.422 7.804 79.429 36. 876 74.0061
78  U.S. Government.. ... ... .o i 7.942 5.720 569 188 1,087 2.977 2,222
79 States and political subdivision 17.122 11.577 764 252 . 3.4406 7016
8O Foreign governments, central bar 1.803 1.728 1.436 19 I 201 62
81  Commercial banks in United States. ... ... oL 39,596 38,213 | 20.414 L. ROT7 ¢ 10.803 4.189 |
82 Banks in foreign CoOuntries . ..o ve v i 7.379 7.217 5.401 207 § 1.251 298
83 Certified and oflicers” chiecks, ete. . ..o oL 14.253 11.315 5 4.443 sz 3.354 3166
84 TIMe dePOSItS. .o v v ' 368,562 266,496 38,086 15,954 © 98 825 113,934 102,066
85  Accumulated for personal loan payments. ... .. 791 O6 L | 65 13
86 Mutual savings banks. ... oo 9y 392 177 40 148 27 7
87  Other mdl\ldlhll\ partnershi 202120 0 210.439 29,209 12.074 76,333 92.824 81,680
88  U.S. GOVErNMIENT. oot 804 ¢ 689 ol 40 356 1 232 175
89 States and political subdivisions, ... . ... .. . o 59,087 40.010 1.952 , 1.554 16,483 20.020 1v.077
90 Poreign governments, centril banks, c[u ................. 6.672 0.450 3.780 1.145 1.401 124 222
91 Commercial banks in United States, ... oo o 7.961 7.289 2.077 999 3.585 629 072
92 Banks in foreign countries. ... IR 1.1l Y] 103 219 91 220
1
93 Savings deposits . . . 223,326 152.249 10,632 2,604 54,825 ° 84,188 71,077
94 Individuals and nnnpmtll organizations 207.701 141.803 | 9878 2,448 S1.161 78.316 05.897
95 Corporations and other pmm organization .21 7.672 1 s519 148 30195 3.809 3.544
96 U.S. Government........ A ! §2 65 2 3 24 35 17
97 States and political subdivision 4.29% 2,682 215 4 437 ¢ 2.025 IO
98 AU Oher. . s 30 27 | 18 * 8 2 3
99 Total deposits. . ... S 960,918 700,195 ! 114,753 29,248 : 254,087 303,107 0 259,733
| H i
100 Federal funds purchased and securities sold under agreements ! I
to repurchase 91,981 85.582 + 21,149 8,777 41.799 13,857 ! 6,398
101 Commercial ban 42,174 39.607 6.991 ; 5.235 21,609 . 5.773 ) 2.506
102 Brokers and dealer: . 12.787 ! 11.849 2,130 1.616 ¢ 6381, 1.722 91y
103 Others 37.020 34.126 . 12.028 1.920 13.809 6,362 1 2,894
104 Other liabilities for bor rowed money. 3.738 8.1352 3.631 306 3191 1.225 1 380
105 Mortgage indebtedness. ... 1.767 1.455 1 234 27 701 491 " 36
106 Bank acceptances outstanding 16,661 16. 140 8.398 . 1,260 6.070 412 521
107 Other Habilities. oo oo e 27124 231.833 8. 800 i 1.525 9.020 4.4717 3.494
l I
108 Total liabilities. «. v oo 1,107,188 836.607 157,020 ' 41.144 314,868 323,569 270.849
'
109 Subordinated notes and debentures. oo 5.767 4.401 1.001 79 i 2,033 1.287 1,306
110 Fquity capital . .......... 63,174 12,871 2,947 ¢ 21, l77 © 26,178 22,380
111 Preferred stock . 36 i 31 52
112 Common stock '| i 12.816 i 2.645 570 4. (K)7 5.594 5.064
I3 Surplus. .o 23127 4.541 1.404 8.148 9,034 9217
114 Undivided profits. . .. 26.013 S.554 921 8.680 10.858 7.500
15 Other capital TESErves. oo oo ! 1.182 ° 132 52 137 . 001 hRH
116 Total liabilities and equity capital . .. ... ..o o oL 198,495 904,182 170.899 I 44170 A38.079 | 351,034 ° 294,595
MIEMO T1EMS: '
117 Demand deposits adjusted ? 252,337 171.864 18.537 S.576 00978 86.774 80.472
Average for last 15 or 30 de X .
118 Cash and due from bank . 146,283 124,916 36,862 6.030 45.71%1 36.293 21379
119 Federal funds sold und securities purchased under agree- ,
mentstoresell. .. e 43,873 33.682 4.272 1.887 16.007 . 1.517 10,307
120 ‘Total loans i 483.13l6 76.750 ! 25.722 184.790 196.054 168,558
121 ‘Time depos: b150. 160 32,196 13.216 05.776 38972 33.454
122 Total deposits 087.543  107.028 . 28922 250.804 ' 300.789  257.002
123 Federal funds purchased and securities sold under agree- i
ments to repurchase. . ..o oo 42685 80,638 22.896 9.473 40.541 13,725 6.053
124 Other liabilities for borrowed money. ... . ... R.716 8.320 3.679 70 3.201 1.067 90
125 Standby letters of credit outstanding, ... ... .. Lo oL 18.820 i7.058 10.0063 1.477 4 820 1.297 1.162
126 Time deposits of $100,000 or more. ... .. oo 186,837 1 152.553 32.654 13,4860 66,084 39,728 34,284
127 Certificates of deposite oL oo oo oo Lo 160.227 = 129.667 | 27.950 11.590 S6. 383 33.743 30,560
128 Other time deposits ..o 20.610 . 22886 4.704 1.890 10. 301 5.985 3.724
129 Number ot banks. ... 14. 390 5.593 ¢ 12 9 [RR] 5.419 8310
t Member banks exclude and nonmember hanks include 13 noninsured Notr. Data include  consolidated  veports, including figures for all

1rust companies that are members of the Federal Reserve S

con

! Demand deposits .xdumul are demand deposits other than dmm NI
llnuu.ll interbank and US. goevernment, less cash items reported

as in process of collection,

bank-premises subsidiaries and other significant majority-owned  do-
mestic subsidiaries, Securities are reported on a gross basis before deduc-
tions ot valuation reserves. Back data in lesser detail were shown in
previous BurLoitiNs.
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1.27 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $750 Million or Morc on
December 31, 1977, Assets and Liabilities

Millions of dolars, Wednesday figures

1979
Account R -

Jan. 3 Jun. 10 Jun. 17 Jan. 24 | Jan. 31v | Feb. 70 | Feb, 147 | Feb. 217 | Feb. 28r
1 Cash items in process of collection. .. ......... 54,830 | 44.286 | 46,243 39.754 | 44,193 | 42.201 44,504 | 49,468 | 49,091

2 Demand deposits due from banks in the United
SUALES . vt Jorsar2 14,429 14,134 13,063 14,321 13,331 12.571 13,804 15,576

3 All other cash and due from dcpmn.lr\
IMSUHIULIONS . et 33.854 30,343 36.300 33.421 29 878 33161 36,096 26.730 28,908
4 Total loans and securities. . ................ 1 457,940 | 453,046 | 450,818 | 447 824 | 451,140 | 450,574 | 451,292 | 459,394 | 455,140

Securities

5 U.S. Treasury securifies, .. ... cooivoef 35.533 35,102 35,778 35,711 34,990 35.235 34,938 36,186 35,139
6 Trading account................... 3,012 3,272 3,989 4,209 3,934 3,892 3.472 4,418 4,408
7  Investment account, by maturity. .. .. 32.421 31.830 31.789 31.502 31.056 31,343 31,466 31,768 30,731
8 One yearorless................. 8,820 8,361 8.283 8.173 7.935 8,295 8,373 8.434 8.595
9 Over one through five years. ... .. 19,488 19,370 19,304 19,160 18.944 18.705 18.789 18,807 18,684
10 Over five years. 4.114 4.099 4,203 4.169 4.176 4,343 4,304 4,528 4,452
11 Other securities, . ... .. ..., 63.937 64.302 64,047 64 086 64,238 64,800 04,381 64,616 64,441
12 Trading account. ... ... ...ooo... .. 2.436 2,673 2,578 2,298 2.485 2,947 2,646 2.625 2,595
13 Investment account. ... ... . 61,501 61,630 6,469 6).787 61.754 61.853 61,735 61,992 61,846
14 U.S. government agenc . 12,075 12,059 11,819 12,091 12.094 12,137 12,109 12,199 12,287
15 States and political subdivision, by nmturuy. 46,412 46,634 46,776 40,875 46,838 46.890 46,809 46,976 46,807
16 One year orless.. . ... 7,810 7.874 7.798 7.746 7,620 7.513 7,383 7.387 7,178
17 Qverone year.............. oo 38,602 38.760 38,978 39,128 39,217 39.377 39,420 39,588 397629

18 Other bonds, corporate  stocks and
SCCUMtiES . oot i 3.014 2,936 2,874 2.821 2,822 2,820 2.816 2,817 2,752

Loans

19 Federal funds soldt..... ................... 27,380 25 803 24,099 22.621 25,483 24.774 24,456 29 694 25,786

20  To commercial banks. ... . 19.454 16.817 15,837 16.637 17,732 17.203 17.765 18,304 17,914
21 To nonbank brokers and dealers in securitics. 5.510 5,979 6,025 4.271 5.6238 5.600 4.935 8,008 5.228
22 TootherS........ooiiiiii i 2.416 3,006 2,237 1,713 2,124 1.970 1,756 3,322 2,644
23 Other loans, gross. el .| 341,036 | 337.823 | 336,905 | 335,455 | 336.481 | 335,916 | 337.734 | 339,121 | 338.976
24 (ommcrcml and mdu\trm] 133,642 | 131,918 | 131,886 | 131,722 | 131.552 | 132,098 | 132,865 | 133,575 | 133,952

25 Bankers’ d(.LePl‘l[lL(,\ and mmmnruul
paper. 4,347 3,663 3,773 3,589 3.481 3.469 3.745 3,827 3.755
26 All other. 129.295 | 128,254 | 128,003 | 128,032 | 128,072 | 128,628 | 129,120 | (29 748 | 130,196
27 us dddru\ 122,888 1 120,972 | 121 800 [ 120,769 | 121,722 | 122,332 | 122 B6S ¢ 123 467 | 123,958
28 U.S. addr ! 6.406 6.283 6.313 6,363 6,349 6,297 6.254 6,281 6.238
29  Realestate................ 80,650 81.046 81,236 81,474 81,841 81,811 82.052 82,304 82,380
30 To individuals for personal expenditures. . ... 60.178 59,908 59,970 60,411 60.0617 60,593 60,589 60,695 60.832
To financial istitutions
31 Commercial banks in the U.S 3.603 3,166 3,364 3,165 2.915 2,809 3,094 3,287 2,853
32 Banks in foreign countries . 9,046 9.052 8,969 8.518 8,380 7,871 8,430 8,475 8,085
33 Sales finance, personal finance companies,
. 8.167 8,291 7,968 7.946 7.985 8,150 8,150 7.824 7,920
34 15.857 15.813 15,710 15,299 15.226 15,122 15,280 15,089 15,082
35 To nonbank hmkcrs and dealers in ities . 8.430 8.516 7,714 7.658 8,671 8.264 7,601 8.241 7,933
36  To others for purchasing and carrying
Securities2. ... o i 2.208 2,232 2.278 2,302 2,309 2,327 2,332 2,333 2,360
37  To tinance agricultural production. .. 4.590 4.574 4.529 4.467 4,472 4.425 4.419 4 444 4,440
38 Allother. . ...... ... ... .. i . 4. 13,308 13.280 12,492 12.512 12.446 12,902 12,852 13,133
39 Less: Unearned income 5. 5,628 5,603 5.692 5,626 5,662 5,722 5,724 5.655
40 Loan loss reserve 4] 4355 4,348 4,357 4,427 4,487 4,495 4.499 4,548
41 Other Joans, net. . ..... 331 127 840 | 326.894 | 325,406 | 326.428 | 325,766 | 327,517 | 328.898 | 328,773
42 Lease financing receivable 5. 5.150 5,382 5,402 5.513 5,457 5,462 5.516 5.543
43 All other assets....... . . 66,936 65.435 63,701 64.555 63,540 63,381 62,648 63,581
44 Total assets.. ....oovorrii e 32, 614,191 | 618,311 | 603,165 | 609,600 | 608,265 | 613,306 | 617,560 | 617,898
Deposits
45 Demand deposits, ... o o o 203 164 | 182,349 | [84.544 | 169,030 | 176,174 | 170,197 | 174, 57() 183.246 | 180,392
46  Mutual savings banks . 1.004 L0 754 671 747 707 3 728 098

47 Individuals, partnerships

144 472 | 128.856 | 133133 | 122,107 | 124,395 119,973 125, i(;S 129,085 126 001
48  States and political subdiv

5,025 4.997 §.274 4,726 4.767 4.756 5,200

49  US.government......................... 978 1,630 1.052 1.105 1.406 749 888 2,374 863
50  Commercial banks in United States . ........ 34131 31.066 28 K16 25,300 29,035 27.445 27,280 30,358 3,712
51 Banks in foreign countries. ... .. 7.702 6.773 6,642 6,728 6,667 6,471 6,900 7.724 6,503
52 Foreign governments and otficial institutions . 1,646 1.035 1,234 1.481 1,165 1,450 1.250 1. 115 1.515
53 Certified and ofticers” checks. ... ... 7.941 7.391 7.887 6.642 7,485 8.670 7.189 7.105 7.839
54 Time and savings deposits . ... ... ... Lo 288,251 | 259,464 | 259,210 | 260,067 | 258,305 | 257,732 | 257,001 | 257,627 | 257,733
55 SAVInES. ..o 77,469 77,473 77,054 76.570 76.054 76.227 76,084 76,160 76,028
56 Individuals and nonprofit organizations....| 71,994 71,917 71,669 71,158 70,939 71.085 70,963 71, 001 70,990
57 Partnerships and corporations operated tor
profit. . ... Lo 4,551 4.557 4,449 4,472 4.236 4,223 4,214 4,199 4,169
58 Domestic governmental uni e 903 973 914 919 858 896 883 874 846
59 Allother................ . S 20 27 22 21 21 23 24 20 23
60 Time 180.782 | 181,991 (82,156 | 183.496 | 182,251 181,504 181,577 | 181,467 181,705
61 Individuals, partnerships, and corporations. .| 142,367 | 142,859 | 142,912 | 143,926 | 142,957 | 142,578 | 142,621 | 142 412 | 142,718
62  States and political subdivisions. ........... 23,13 23,401 23.604 23.895 23.866 23,880 24,024 24.132 24,306
63 U.S. government. ... ............ 484 488 495 485 483 497 499 502 487
64 Commercial banks in United States 7.542 7.769 7.781 7.772 7.632 7.419 7.399 7.383 7.405
65 Forcign governments, ofhicial institutions,
and banks, ... o oo 7.259 7,473 7.363 7.418 7.313 7.131 7.034 7.037 6.789
66 Federa] funds purchased 3 73.390 75.271 76.784 76.542 70.698 80.302 82.660 77,641 77.018
Other liabilities for borrowed money
67 Borrowings tfrom Federal Reserve Banks. . 142 36 [.532 412 3,602 64 498 156 816
08 Treasury tax-and-loan notes,.......... . 6,507 3,000 3,923 6,033 7.097 4,290 2,531 2.811 1,930
69 Al other labilities tor borrowed money . .. 8,365 8.91v 7.305 8,322 7,617 10,031 8,988 8,074 11,584
70 Other liabilities and subordinated note and
debenture ool 41144 42.893 43,6360 43,434 44,252 43,743 44,633 45,379 46,464

71 Total liabilities .. 590,965 | 572,211 | 576,935 | 561,860 | 567,746 | 566,359 | 571,540 | 575,734 | 575,937
72 Residual (total assets minus total liuhilitics)-‘.i 41 894 41,980 41,376 41,305 41,854 41,906 41,765 41,826 41,961
|

1 Includes securities purchased under agreements to resell. 4+ This is not a measure of equity capital for use in capital adequacy
2 Other than financial institutions and brokers and deulers. analysis or tor other analytic uses.
3 Includes securities sold under agreements to repurchase.
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $1 Billion or More on
December 31, 1977 Asscts and Liabilities
Millions of dollars, Wednesday figures
1979
Account _ e~ o _ . L _ o o _
Jan. 3 Jan. 10 ) Jan. 17 | Jan. 24 ) Jan. 31e ) feb. 7¢ ) Feb. 141 ) Feb. 217 Feb, 280
I Cash items in process ot collection. ........... 51,843 42,045 43.911 37,621 41,972 40,276 42,396 40,765 46,756
2 Demand deposits due from banks in the United
SHateS ..o 14,081 13,690 13,341 12,465 13,644 12,6060 11,851 12,998 14,811
3 All other cash and due from depositary
INSUEUEIONS . ..o 31,822 28.635 34.614 31,481 28,143 31,252 34,422 25,264 27.07t
4 Total loans and securities 428,252 | 422,661 | 420,915 | 418,442 | 421,565 | 421,214 | 421,750 | 429,664 | 425,884
Sccurities
5 U.S. Treasury securitios .........c.ccoeeein... 23,162 $2.701 33,411 33,337 32,594 32.836 32,532 33,803 33,732
6 Tradingaccount..............oveuiven.u. 3,073 3,244 3,964 4.179 3.896 3,859 3,429 4,379 4,353
7 Investment account, by maturity .. .......... 30.089 29,450 29,446 29,158 28.697 28,977 29,102 29,424 29.379
8 Oneyearorless... ... 8,172 7,703 7,648 7,536 7,298 7,055 7,732 7.824 7.982
9 Over one through five years, ............ 18,157 18,017 17,960 17,822 17,612 17,365 17,453 17,453 17.276
10 Over five Years . ... ovvu i 3,761 3.737 3.839 3,800 3,787 3,957 3,918 4,147 4,120
11 Other securities, ... ... i, 59,024 59.266 59,152 59,211 59,324 59,884 59,472 59,737 59,516
12 Tradingaccount. . ........coiuvriinnennn... 2,375 2,618 2,518 2,246 2,406 2,873 2,575 2,582 2,546
13 Investment ALmet .. JR 56,649 56,648 56,634 56,965 56,918 57,012 56,897 57.156 56,971
14 U.S. government agencies, ............... 11,234 11,158 10,994 11,281 11,270 11,295 11,282 11,382 11.434
15 States and political subdivision, by maturity.| 42,641 42,821 43,002 43,099 43,061 43,117 43,027 43,180 43,013
16 One year or less....... 7,128 7,179 7.222 7,172 7,040 6,946 6,811 6,808 6,592
17 Over one year 35,513 35,642 35,779 35,927 36,021 36,171 36,216 36,372 36,421
18 Other  bonds, corporate
SECUTIICS v v v et 2.774 2,669 2,638 2,585 2.580 2.599 2,587 2,593 2,523
Loans
19 Federal funds sold)......................... 25,130 23,438 21,555 20,593 23,342 22,821 22,309 | 27,390 24,023
20 To commercial banks. . .. 17.535 14,0656 13,695 14,928 15,970 15,600 15,965 16,458 16,390
21 To nonbank brokers .1nd dcdkrs in securities, 5,242 5.708 5,674 3,974 5.258 5.264 4,618 7,678 5,020
22 Toothers..........ccooiiiiiiiiiiiaina.. 2,353 2,974 2,185 1.690 2,115 1,957 1,726 3,254 2,612
23 Other loans, gross. . .. 320,150 | 316,580 | 316,076 | 314,612 | 315,620 | 315,080 | 316,909 | 318,206 [ 318.060
24 Commercial and industric 126,796 | 124,862 | 125,087 | 124,940 | 124 782 | 125,301 } 126,078 | 126,708 | 127,057
25 Bankers’ acceptances  and  commercial
PAPET . o ottt e 4,277 3,592 3,705 3,532 3,424 3,408 3,690 3,774 3.701
26 All other. ... ... e 122,519 | 121,270 | 121,381 | 121,408 | 121,358 | 121,893 | 122,387 | 122,934 | 123,356
27 U.S. addresses. e 116,165 | 115,043 [ 115,117 | 115,094 [ 115,057 | 115,644 | 116,182 | 116,702 | [17.167
28 Non-U.S. addressees. ..., o 6,354 6,227 6,264 6,314 6,30 6,249 6,205 6,232 6,189
29 Real estate 75.576 | 75.828 | 76,104 | 76.319 | 70,670 | 76.642 | 76.864 | 77.111 | 77.183
30 To individu 53.589 53,307 53,391 53,784 53,956 53,933 53,914 54.028 54,155
To financial institutions
31 Commercial banks in the U 3,518 3,074 3.279 3,083 2,819 2,719 2,992 3,181 2,751
32 Banks in foreign countrics 9.567 8,960 8,878 8,425 8,290 7,790 8,342 8,376 7,986
33 Sales finance, personal finance companies,
..... 7,946 8,060 7,750 7,742 7,793 7,969 7,986 7,661 7.774
34 Other financial institutions. ........ ... .. 15.308 15,268 15,170 14,768 14,697 14,592 14,757 14,582 14,575
35 To nonbank brokers .md dealers in securities . 8,305 8,405 7,607 7.554 8,564 8,161 7,512 ,149 7,846
36  To others for purchasing and carrying
securities 2. ...l oo 1,901 1,927 1.974 1.997 2.001 2,023 2,034 2,037 2,005
37  To finance agricultural production........ .. 4,427 4,409 4,366 4,305 4,317 4.276 4,290 4,296 4,290
38 Allother. .. ... . 13.216 12,479 12.471 11.695 iE,729 11,673 12,140 12,076 12,371
39 Less: Unearned income. ... 5.120 5,130 5.176 5.202 5,141 5.176 5,234 5,233 5,170
40 Loan loSS reserve., ... oo i 4.094 4,095 4,102 4,110 4,172 4,231 4,238 4,240 4,278
41 Otherloans, net. ... ..ot 310,936 | 307,356 1()() 798 | 305.300 | 306,306 | 305,672 | 307,437 | 308,734 | 308,612
42 Lease financing receivables, . ... ... ... .. 4.921 4,998 227 5.245 5,355 5,299 5.303 5,356 5,384
43 All other assets e 64,556 65.276 m 799 62,170 ()2,933 61 .946 61,816 o1, 2l9 62,046
44 Total assets. . ............ooiiiinniianinioins 595.476 | 577,304 | 581,808 | 567.424 | 573,613 | 572,645 | 577,538 | 581,267 | 581,952
Deposits
4S Demand deposits. . . .. 190,575 | 170 816 | 173,073 | 158.562 | 165,426 | 159,952 | 163,833 | 172,031 | 169,712
46 Mutual savings bank: . 964 822 728 647 717 677 702 702 665
47 Imhv:du.lls, partnerships, and u)rpurdlmm 134,769 | 119,835 | 124,232 [ 114,005 | 116,158 | 112,004 | 117,167 | 120,428 | 117,807
48  Sta and political subdivisions. . .......... 4.639 4.121 4,346 4.289 4,576 4,12 4,130 4,157 4,586
49 US. government. . ..., 870 1,484 8§99 937 1.295 659 804 2,199 753
50  Commercial banks in United States..... ... 32.429 29.760 27,450 24,143 27,716 26,184 26,043 28,937 30,334
51 Bunks in foreign countries . . ... .. ... 7.641 6.650 6.573 6.661 6,591 6,409 6,837 7,662 6,487
52 Foreign governments and ofticial institutions . 1,644 1,029 1,226 1.471 1,162 1.446 1,247 1,109 1.49)
53 Certifted and officers’ checks . ... ... ... ... 7,618 7.114 7.618 6.410 7,209 8,445 6,903 6,835 7.586
54 Time and savings deposits . ... ... o0 0 0. 241,618 | 242,538 | 242,415 | 243,249 | 241,483 | 240,789 | 240,622 | 240 618 | 240,762
S5 Savings......oiie e 71,790 71.675 71.409 70.968 70,496 70,651 70,533 70,605 70.475
56 Individuals and nonprofit organizations, 66,707 66,548 66.420 65.950 65,755 65,899 65,811 65,893 65.823
57 Partnerships and corporations operated tm
Profit. .o 4.215 4,198 4,118 4,144 3,92t 3.906 3,895 3,880 3.858
58 Domestic governmental units 847 902 848 853 798 821 803 807 772
59 Allother. . ................ 20 26 22 21 21 23 23 26 22
60 Time. . ....... 169,828 [ 170,863 | 171,007 [ 172,281 170,987 | 170,138 | 170,090 [ 170,013 170.287
61 Individuals, partners 133,748 | 134,197 | 134,200 | 135,169 | 134 167 | 133,720 | 133,644 | 133,463 | 133.78I
62 States and pullludl subdnvnsmm ............ 21,084 21,245 21,486 21,751 20,711 21,098 21,838 21,945 22,138
63 US. government, .. ............ N 479 484 490 481 479 492 494 493 482
64 Commercial banks in United States ... ... ... 7.272 7.479 7.482 7.477 7,333 7,113 7,096 7.086 7003
65 Foreign  governments,  ofticial  institetions,
and banks. .. o 7,246 7,458 7,348 7.403 7,298 7.115 7.017 7,021 6.772
66 Federal funds purc 69,750 71,263 72,839 70.782 66,997 76,260 78,922 73,777 73,004
Other liabilities for lmrrm\u
67 Borrowings from Federal Reserve Banks. . 128 RI] 1,517 326 3,490 44 457 324 703
68 Treasury tax-and-loan notes.............. 5.975 2,836 3.646 5,600 6,583 4,010 2,397 2,604 1.782
69 All other Habilities for borrowed money . .. 8.077 3.471 6.976 7.903 7.260 9,669 8,633 8,383 11,299
70 Other liabilities and subordinated note and
debentures, ..o oL oo 40.049 41,755 42,563 42,288 43,125 42,609 43,505 44,309 45.308
71 Total liabilities. .......................... 556,173 | 537,979 | 543,030 | 528,711 | 534,365 | 533,341 | 538,370 | 542,046 | 542,570
72 Residual (total assets minus total Habilities)+.] 39 304 39,325 38,777 38,713 39,248 39,308 9. 168 39,221 39,382
! Includes sceurities purchased under agreements to resell 4 This is not a measure ol equity capital for use in capital adequacy

2 Other than financial institutions and brokers and dealers,
3 Includes securities sold under agreements to repurchase.

analysis or for other analytic uses.
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1.29 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities

Millions of dollars, Wednesday figures

Account !
Jan. 3
I Cash items in process of collection, ........... | 17,369
2 Demand deposits due from banks in the United
SIS .o 70679
3 All other cash and due from depositary
LTy A TY TS T ) 9,222
4 Total loans and securities! ... ... ... ... ..., 98,468
Securities
S U.S. Treasury securities?, n.,
6 T r.uiuu. ACCoOUNtZ, ... n.a. .
7 Investment account, by maturity,, . .. 6.485
8 Oneyearorless................. .. 1.119 .
9 Over one through five years, .. .. .. . 4,653
10 Onver tive years .. 712
11 Other securities2..................... .. n.a.
12 Trading account2, ... ... ...... ... e n.a.
13 Investment account. N ooy 112267
14 U.S. government .lu.nut ............... 1.376
15 States and politi subdivision, by maturity. 9,220
16 > ye 1,832
17 7.388
18 671
Loans
19 tederal funds sold?. . . .. e 4,886
20 To commercial banks 3.444
21 To noubank broke 1,035
22 Toothers.... ... ... 4006
23 Other loans, gross. . .. oo 77,828
24 (ommt.ru-ll and mduxt ............ 39,336
25 Bankers'  acceptances  and
PAPCL . ot i | 1,980
26 All other. ..., Lo 3703506
27 U.S. dddr " 34,952
28 Non-U.S. . 2,404
29 Realestate.... ... . o 10,178
30 To individuals for personal expenditures. ., .} 7.294
To financial institutions
31 Commercial banks in the LS 1,295
32 Banks in forcign countries 4,327
33 Sales f‘mnu personal finance Lompamu
Ol . e e e 3,127
34 Other lm.mual institutions 4,427
35  To nonbank brokers and dealers in securitics . 4,635
36 To others for purchasing and  carrying
SCCUTTLESH . L ) 266
37 To finance agricultural production 192
38  Allother t 2,650
39 Less: Unearned inc N R 662
40 Loan loss ¢ N o 1,336
41 Other loans, net. .., .o i 75,830
42 lLease tinancing r S 490
43 All other assets§, s 32.141
44 Total asseis............o. . , 165,370
Deposits |
45 Demand deposits. oo 60,277
46 Mutual savings banks. S84
47 Individuals, partnerships, and corporations., .| 33,192
48 States and political subdivisions ! 430
49 U.S. government. . ... R 139
50  Commercial banks in 15,838
51 Banks in foreign countries 5,490
52 Foreign governments and official institutions, 1.366
53 Certitied and officers’ checks . ... .. 3.238
54 Time and savings deposits . ... | 50,808
55 SAVINES. ..ot L 9,414
56 Individuals and nonprofit organizations. . ., 8,701
57 Partnerships and corporations operated for
PEOfIt . v e e e H 401
58 Domestic governmental units. ... .. ‘ 182
59 All other Ll
60 Iime......... 41,394
[ Individuals, partnerships, and corporations 31,915
62 States and political subdivisions 1.862
63 U.S. government . 48
64 Commercial banks in U.$ - 3,139
65 Foreign governments, ofticial m\mum n\, |
and banks. ... ... . oo 4,430
66 Federal tunds purchasedo, .o .. oo oL 19,808
Other liabilities for borrowed money
67 Borrowings from Federal Reserve Banks. .. .. 0
68 Treasury tax-and-loan notes. .............. 1,065
6Y All other liabilities tor borrowed money. .. .. 4,396
70 Other Labilities and subordinated note and
debentures, oo oo o 16,394
71 Total liabilities . . ........................... 152,746
72 Residual (total assets minus total liabilities)7. .| 12,623

Jan.

16,575
8,

0.

95,885

n.
n.
6.
4,

n

8.

[
o T~ ho

41
X
|

3

4,
19,

17,
148,

.
n.a
.
376
L 180

- — —

643
.962

—rJ &

,295
36,705
1308
210
1294
1008
174

\455
.529

1739

648
753
248
L7058
L9306

567

10

515
883

A,

a.
300
958
653
696

196

783
97
641

041
640
19
000

397

094

164
193
399
649
3l

489
,941
,388

516

403
305

786

.224
,556
, 890

460
189
16
L6068
L8610
908
42
,287
570
344 !
01
390
935

281
821

Jan. 17

15,990
8,040

10,048
95,087

37,876

1,380
36,496
34,176

2,320
10.217

7.265

1.224
3,903

3,034
4,452
4,055

401

161,764

55,770
418
30,029
464
194
15,380
4,712
962
3.6l
51,349
9.537
8.890

449
185

12
41,812
32,041

1.890

40

3,329

4,504
19376

973
556
3,792

17,403
149,221

12,543

32,427
157,861

52,242
373
28,512
426
279
13,712
4,767
10181
2,992
51913
9,516
8.840

450
209

1
42,397
32,432
1,899
40
3,402

4.624
18,269

100
1,124
4,104

17,540
145,293

12,568

1979

Jan. 31»

15.975
8.627

7,620
96,429

37.404

964
36,440
34,091

161,169

56, /(U

4
29,397
S8
224
16.645
4,924

4,541
17,168

2,021
1.255
3,770

17,150
148,462

12,707

Feb. 77

16,810
8,381

8,963
96,663

048
1,386
72,702
493
31,084
162,394

54,308
405
27,691
462

77
14,965
4.848
974
4,886
50,823

31660
1,839
36
1,328

4,409
22205

[§]
784
4,047

17,438
149,605

12,789

Feb. 147

16,544
7,315

Y.655
96.908

n.a.
na.
0.336
748
4,749
839
n.a.
n.a.
11,250
1,440
9,165
1,666
7.499
045

5,567
3,558
1,759
250
75,820
38,084

1,121
36,904
34,683

2,280
10,323

7,255

1,191
3,916

3,236
4,405
4,042

421

209
2,736
669
1,396
73,754
498
30,567
161,486

53,978
417
28,837
547
101
14,856
5,189
982
3,049
50,265
9,535
8890

441
191

13
40,729
31,206
1,868
30
3,275

4,350
22.353

0
482
4,037

17,623
148,739

12,748

Feb. 21»

14,792
7,618

5.562
100,654

nat.
n.a.
6,698

4,766
1,044
n.a.

n.a.
11,266

76,0061
38,2560

1.094
37.162
34,476
2,286
10,391
7,258

1,266
3,930

2,950

1 60 354

56,149
395
29,060
476
571
15,838
5,798
867

3. 144

17.776
147,506

12,848

Feb. 28#

18.084
9.662

5,999
97,452

75,423
38,287

950
37,337
35,076

2,261
10.1377
7,264

953
3,548

3,064

32,157
163,854

5\‘,55()
81

29 6()()
12

102
18,552
4,662
1,255
3,593
497881
9.548
8,913

440
184

12
40,333
31,071
1,877
23

3,274

4,087
19,291

0
411
4,049

18,777
150,966

12,889

! Excludes trading account securities.
2 Not available due to contidentiality.
3 Includes securities purchased under agreements to resell,

+ Other than financial institutions and brokers and dealers.

S Includes trading account securities,
o [neludes securities sold under agreements to repurchase,
7 This is not a measure of equity capital for use in capital adequacy
analysis or for other analytic uses.
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1.30 LARGE WEEKLY REPORTING COMMERCIAL BANKS Balance Sheet Memoranda

Miltions of dollars, Wednesday figures

1979
Account
Feb. 147

Jun. 3 Jan. 10 ) Jan. 17 ‘ Jan. 24 ‘ Jan. 317 ’I Feb. 7r

Feb. 21¢ ‘ Feb. 28#

Large weekly reporting banks with assets o1 $750 million or more

| |
{ Total loans (gross) and investments adjusted 1,1 444,829 | 443,047 441,628 438,070 | 440,546 j 440,711 [ 440,650 | 447,966 | 444 575
2 Total loans (gross) adjusted !, ... ... .. ... .. 345,358 | 343.643 . 341,803 ; 338,273 | 341 318 | 340,677 1 341,331 | 347.163 | 343.995
3 Demand deposits adjusted2. ... oo oL 113,225 | 105,360 | 108,432 | 102,872 | 101,540 99,802 ‘ 101,899 | 101,046 98,725
4 Time deposits in accounts of $106,000 or more.. .| 131,239 | 131,676 131,756 133,567 | 131,950 | 131,070 | 131,029 | 130,781 | 130.852
5 Negotiable CDs........... oL oo 96,584 96,857 96,473 97,737 96,243 95,480 95,240 | 95,124 | 94,719
6 Other time deposits ..o oo 34,655 34,818 35,282 ‘ 35.771 35,707 | 35,584 \ 35,789 35,057 36,133
7 Loans sold outright to affilatesd . ... ... ... .. 4,745 2,650 ‘ 3,554 1 3.602 J.570 i 3.578 . 3.615 3.618 3,540
8 Commercial and industrial, - 2,606 2,548 2,452 2,494 2.501 2.481 2,554 2,562 2,489
9 Other. ... 1,139 1,103 1,102 1,108 1,069 1,097 ‘ 1,061 1,056 1,050
Large weekly reporting banks with assets ot $1 billion or more
10 Total loans (gross) and investments adjusted?!., . " 416,412 414,155 | 413,220 | 409,743 | 412,090 412,302 | 412,265 | 419,497 | 416,190
tL Total loans (gross) adjusted ! . o o oL 324,226 | 322,188 | 320,657 ; 317,194 ! 320,173 319,581 1 320,201 | 325,956 | 322,94
12 Demand deposits adjusted2. .. ... ... ... 105,432 97,527 | 100,812 95.862 | 94,442 92,834 94,590 | 94,130 91,868

13 Time deposits in accounts of $100,000 or more.. . 123,865 | 124,296 | [24,273 | [25,968 | [24,399 23,45 | 123,269 | 123,046 123,131

4 Negotiable CDs. ..o 92,271 92,280 91,956 93,140 91.608 90,766 90,535 90,370 89,988
15 Other time deposits. . ..................... 31,593 32,017 32,317 32,817 ;32,791 32,648 | 320734 32,676 I 33,143
16 Loans sold outright to afjliates? 3,703 3,608 3,512 3,560 3.528 0 3,537 3,574 3,575 3,498
i7 Commercial and industrial 2,588 2,528 2,433 2,476 ! 2,484 2.464 2,535 2,543 | 2,471
18  Other 1.115 1,080 1,078 } 1,033 . 1,027

1,084 1,044 1,073 1,038
i : :

Large weekly reporting banks in New York City
_ - i N i -
91,822 1 02,644 93,066 ; 94,224 |

96,435 94 646

19 Total loans (gross) and investments adjusted 4.1 95 726 93,809 93.070

20 Total toans (gross) adjusted ... ... 0oL L 77.974 76,3006 75,644 ¢ 74 641 75,542 76,068 76.637 1 78.471 77.030
21 Demand deposits adjusted2. .. ... oo 26,911 21,424 24,207 ‘ 24,0657 ‘ 23,259 22,456 22,478 24,949 21,817
22 Time deposits in accounts of $100.000 or more.. .| 36,237 36,645 36,813 37,314 1 36,422 ' 36,192 35.638 45,698 35,191
23 Newotiable CDs. oo 29,137 29,489 29.596 | 30,113 29,139 28,844 1 28,309 28,321 27,683
24 Other time deposits ..o oo oo 7,100 7,156 7.220 | 7,201 7.282 7,348 ‘ 7,329 7,377 7,508

1 Exclusive of loans and tederal funds transactions with domestic com- 4 Loans sold are those sold outright to a bank’s own foreign branches,
mercial banks. nonconsolidated nonbank atliliates of the bank, the bank's holding com-

2 All demand deposits except U.S. government and domestic banks pany (il' not a bank) and nonconsolidated nonbank subsidiaries of the
less cash items in process of collection, holding company.

4 Excludes trading account securities.
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1.31 LARGE WEEKLY REPORTING COMMERCIAL BANKS Domestic Classified Commercial and Industrial
Loans

Millions of dollars

Outstanding Net change during
Industry classitication 1978 1979 1978 1979
; 1 T v : T
Oct. 25 1 Nov. 29 Dee 27 Jan 3t | Reb 28 |03 L Q4 Dec. Jan, Feb.
. | - o S _ .-
I Durable goods manutacturing . . ... 17.290 17,328 18,004 17.728 X 18,690 04 365 679 - 276 902
2 Nondurable goods manufacturing .. .1 (6 808 16.775 [7.206 16,468 Co16.7TH 166 213 441 748 303
3 Food. liquor, and tobacco. ... .. 4.431 4.654 4.930 4,620 . 4,704 77 686 ) 282 RINQ) 84
4 Textiles, apparel, and teather 4,241 3.9604 3,726 1,788 3931 243 - 024 238 62 143
5 Petroleum refining. ... ... .. 2.445 2,522 2,643 2.370 2.336 116 153 121 273 34
6 Chemicals and rubber....0 0. .. 3.274 1 3.210 3.540 3,288 1371 99 88 330 255 86
7 Other nondurable goods . .. ... ... 2.414 2.425 2,371 2,404 2.430 214 - 89 54 33 26
8 Mining (including crude petroleum
and natural gas) .o 10,469 10.495 10.652 10,038 10.000 167 200 157 -614 - 38
O Trade. ... oo 20,113 20,364 19,964 20,128 21,354 182 817 -400 I, 164 226
10 Commodity de 1,797 1.787 1,963 1.980 1.940 —-316 227 176 17 —40
1 Other wholesale, .. 9,419 9,520 9,436 10,157 10,276 251 277 - B4 721 119
12 Retail.. ..o oo §.897 9,057 8.565 8,990 9.137 -~ 114 312 - 492 425 147
13 Transportaion, communication, and '
other public utilities ... .. .. 12.636 12.892 = 13,411 13,528 12,738 184 1.086 519 17 210
14 Transportation......... ... .. 5.655 5.649 . 5. 64l 5.784 5.962 28 74 R, 143 178
15 Compunication, .. [.698 1,756 1 1,797 1.753 1.825 67 83 411 44 72
16 Other public utilities 5.287 ! 5.7 5,973 5,991 5,952 88 930 486 18 -39
17 (onstruction 5.212 i 5.156 ,I 5,207 5.112 5,056 115 - 25 51 95 56
18 Services..... .. 486 14,432 + 14 957 15,465 15.610 509 982 528 508 145
19 All othert, oo oo o 17.597 17,995 16,908 15,582 15.946 208 409 1.087 1,326 364
20 lotal domestic loans. .. ........... (14,308 | 115,434 | 116,319 115,047 17,167 1,228 3.229 885 - 1,272 2,120
21 Mismo: Term loans (orizinal maturity
more than | yeur) included in . !
domestic lcans. ... ... .. .00 na | n.i. Poona., ' 57.676 58,270 n.a. n.a. n.a, n.a. 594
Uncludes commercial and industrial loans at a few banks with assets with domestic assets ot $1 billion or more as of December 31, 1977 are
ol $1 billion or more that do not classify their loans. included in this series. The revised series is on a last-Wednesday-of-the-

L. month basis.
Nort. New series. The 134 large weekly reporting commercial banks
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1.32 GROSS DEMAND DEPOSITS of Individuals, Partnerships, and Corporations
Billions of dolars, estimated daily-average balances
! At commercial banks
. i S — _—
Type of holder : 1977 1978
1974 1975 1976 e _ S
Dec. Dec. Dec. | i |
i June Sept. Vo Dec Mar. i June Sept. . Dec.
1 All holders, individuals, partnerships, and i
COTPOrAtIONS . . . oo vt i, 225.0 236.9 250.1 253.8 252.7 274.4 | 262.5  271.2: 278.8 . 294.6
2 Financial business................o . 0. : 19.0 20.1 22.3; 259+ 237 25.0 24.5 25.7 25.9 27.8
3 Nonfinancial busines 1 118.8 125.1 130.2 129.2 128.5 142.9 131.5 137.7 142.5 152.7
4 Consumer........... I 73.3 78.0 82.6 - 84.1 | 86.2 91.0 91.8 92.9 95.0 97.4
S Foreign. .. .......... 2.3 2.4 2.7| 2.5 2.5 2.5 2.4 2.4 2510 2.7
6 Other.... o e 11.7 1.3 12.4 ¢ 12,2 | 11.8 12.9 12.3 . 12.4 13.1 ! 14.1
[[— S S O SO I
r At weekly reporting banks
i 1978
1975 1976 1977 _ _
Dec. Dec. Dec.
! June July Aug. Sept. Oct. | Nov Dec.
- = e e — e — - -
7 Al holders, individuals, partnerships, and | f
COTPOTALIONS ¢ .« v ee e . 124.4 128.5 | 137.7 139.7 + 141. 142.7 147.0
. |
8 Financial business 15.6 17.5 19.4 8.9 ° 19,1 ‘ 19.3 19.8
9 Nonfinancial busin 69.9 69.7 72.0 - 74.1 75,01 75.7 ° 719.0
10 Consumer 29.9 31.7 36.8 , 37.1 37.5 37.7 38.2
11 Foreign,...ooovevnnn i 2.3 2.6 2.4 2.4 2.5 2.5 2.5
12 Other. ... e i 6.6 7.1 7.1 7.3 7.2 7.5 7.5
i
Noti. Figures include cash items in process of collection. Estimates of banks. Types of depositors in cach category are described in the June 1971

gross deposits are based on reports supplied by a sample of commercial

BuLLrmin, p. 466.

1.33 COMMERCIAL PAPER AND BANKERS ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

" Instrument

1 All issuers

Financial companies: !
Dealer-placed paper:?

WA

e

T Totalo oo oo
Held by:

8 Accepting banks.. ... ...t
9 Ownbills............

10 Bills bought..

Federal Reserve Banks:

11 OWNACCOUNT. v v e cvvie e i iiiinenn s
12 Foreign LorrC\]mndcnls e
13 Others......o e

Based on:

14 Imports into United States
15 Lxports from United Stat
16 Allother........ ... ... i,

1975
Dec.

148,471

16,212 .

1.762

431,404
6.892

*10.855

18,727

7,333
5,899
1,435

1,126
293

9,975
3,726

4,001
11,000

:
122,523 ( 25,450

1976 1977
Dee. Dec.
52,971 |65, 101
r7.261 | 18.884
1900 1 2.132

132,511 740,484
5.959 7.102
13199

10,442 10,434
8,769 | 8.915
1,673 | 1.519
991 954
375 362
10,715 ' 13.904
4,992 | 6.378
4,818 © 5.863

12 713 i 13.209

July ‘ Aug.

74,421

"10.590
2.6313

r46.410
10.030

r15.733 1r17.421

27,579

7,244
6,345
899

"74,135

10,804
2.935

45,
9.

328
634

"17.443

28,319

7.048 i

6,131
917

20,638 .

7,885
6,558
13,876

1978

Sept. 1 Ocl. I

77,021

“11.429
2,622

'47.700
10,383

t17.832

27,952

7.647
6.461
1,186

1
550

19,748
7.957

6,350
13.644

Commercial paper (seasonally adjusted)

77,734 |

10,949
2.868

743,400
10.925

r18.325

Dollar acceptances (not seasonally adjusted)

l'

30,579

§.379
7,012
1.366

21,0644

8,575
6,665
15,339

80,679

750,093
11.478

19,099

32,145

8,082
6.840
1.243

23.478

8.675
7.224
16,245

183,665

12.296

33,700

8,579
7.653
927

604

24.456

8.574
7.586

17,540

|

1979

Jan.

85,226

12.915
4.413

52.830
12.191

19, 431

8,869
7.762
17.118

U Institutions engaged primarily in activities such as, but not limited to,
commercial, savings, and mortgage hanking: sales, personal, and mortgage
sing. and other business lending; insurance

financing; tuctoring, tinance le
llllLlLl’\‘llUﬂ-',. and other investment activities,

Tocludes all finuncial company paper sold by dealers in the open

murkcl,

3 As reported by financial companies that place their paper directly
with investors.
+ Includes public utilities und firms engaged prlnmnlv in activities such

as communications, construction, manufacturing, mining, wholesale and

retail trade, transportation, and services,
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1.34 PRIME RATE CHARGED BY BANKS on Short-term Business Loans
Percent per annum
| |
Month I Average Month Average
Effective date * Rate Effective date Rate rate | rate
_ — ——— - N [ S .- PR
1978 Jan. 10....... 8 1978- -Sept. L9y . ‘ 6.75 1978 8.27
i ! 9% 6,75 8.63
May S... : 814 6.83 9,00
26... 2% Oct. 13.... 10 7.13 9,01
27... 104 7.52 9.41
June 16....... ! 8% 7.75 9.94
300,00 9 Nov., 1....... . 10Y, 7.75 10.94
o0 11.55
Aug. 31....... 94 11 1978 7.93
: 111 8.00 1979 - Jan....oooo ‘ 11.75
; 8.00 Feb........ PR B B A
) Dec. 26... 1% 8.00
1.35 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, November 6-11, 1978
: Size of loan (in thousands of dotlars)
All i
[tem sizes : |
! | 1,000
' -24 25-49 50 99 100 499 500 999 and over
i ! '
Short-term commercial and industrial loans
I Amount of loans (thousands of dollarsy. . . .. 9.533.752 735.419 493,312 595,003 1.367.088 680.499 5.162.431
2 Number of loans. . .. 143.729 105.705 15,165 9.331 11.360 1. 105 1.063
3 Weighted-average y (months). ... . 3.0 2.9 2.7 2.7 3.1 3.4 3.1
4 Weighted-average interest rate (percent per
annum) e 11,44 11.73 11.73 1,43 11.53 11y 1,37
S Interquartile range! .. 10.92 12,10 10.38 -13.29 10.50 12.75 10.37 12,62 10.73-12.25 11.73
Percent of amount of oans:
6 With foating rate. .. ... .. 64.4 27.1 20.4 35.0 50,1
Madce under commitment. ... 36.2 17.3 2.7 3.8 42.3
Long-term commercial and industrial loans
~ ‘77 —_—
8 Amount of loans (thousands of dollars). .. .. l 1.177.815 288,653 222,967 121.987 S44.208
9 Numberotloans.. ... .. o : 18.903 17.174 1.403 172 [R5
10 Weighted-average maturity (months). .. ... ., 43.2 30.6 44 .4 42.1 49.0
11 Weighted-average interest rate (percent per
ANNUM) . et e e e e e e 11.38 11.41 11.93 11.58 11,09
12 Jaterquartile ranget. . ..o oL 1 10.47 12,50 10.47 12.40 11,00 12,88 10.75 12,68 10.00-12.13
Percentage of amount of loan
13 With floating rate. ... oot [ 40. 1 68,4 62.8 6Y.0
14 Made under commitment, ... 60.8 42.3 40.3 69,1 77.1
Construction and land development loans
h - ST - T —
15 Amount of loans (thousands of dollars). .. ... 1,012,101 167.317 111,087 116,176 403.138 214,383
16 Number of loans. ... .. .. oo 35,510 18.633 3,155 1.766 1.800 157
17 Weighted-average maturity (months). ..., ... ¢ 7.7 4.2 4.0 5.5 8.7 11.8
18 Weighted-average interest rate (percent per
ANOUM). .o 11,55 10.82 11,460 11,65 11,90 11.40
19 Interquartile range! .. ....o0 oo oL 10.50 12,50 9,92 12,13 10.29 12.68 10.56-12.62 11,75 12.36 10.50 12.75
Percentage of amount of loans:
20 With Noating rate. .. ... ... o oL 42.7 9.8 18.9 239 .6 51.4
21 Sceured by realestate. ..o Lo 94,2 8Y.1 5.8 95.2 95.4 94.7
22 Made ander commitient. ... 60.4 66.3 88.7 3.7 S8 70.9
23 Type of construction: - to 4-family. . ... .. 38.2 86.Y9 85.5 325 14.0 24.5
24 Multifumily. .. 15.4 1.0 1.5 3.3 27.6 17.5
25 Nonresidential. ... .. 40,3 12,1 13.0 64.2 58.4 57.9
!
All . 250
sizes | 1Y 10 24 25-49 50099 l 100 249 l and over
Loans to farmers
26 Amount of loans (thousands of dollars), . .. 949031 134,907 186.760 t69 . 744 156,770 171.536 129.314
27 Number of loans......... ... .. ‘ 58.275 36.846 12,625 5.009 2,386 1.198 211
28 Weighted-average nuturity (months). 7.4 7.5 8.9 8.0 6.4 8.0 4.7
29 Weighted-average interes
annun) 10. 36 9.94 9.98 9.91 10.25 1), 60 11,69
30 Ioterquartile rangel. oL 10,80 9,20 10,47  9.20 10.50  9.24 10.58 9.73 10.50 9.99 [1.57 10.47 12.69
By purpose of toan:
3t Feeder fivestock . ..o oo oL 10,23 9,74 Y. 82 9,64 10.20 10.15 1t.74
32 Other livestock S 10. 80 9. 81 10.03 10. 81 10.37 LH. 40 12,33
RR] Other current operating eapenses. 10.27 V.87 9,83 10.02 10,33 11.03 11.42
34 Earm machinery and equipment 10.29 10,12 10,51 9. 80 9.70 10.70 (%)
RN Other 10,72 0. 34 10.40 10.18 10.20 10.90 11.78

Pinterest rate range that covers the middle SH pereent of the total
dollar amount of loans made.
2 Fewer than these sample loans.

Notr, For more detail, see the beard’s 416 (G.14) statistical release.
The past Jdata have been revised and are available from Publi

Services, Division of Support Services, Board of Governors of the Federal
Reserve System, Washington, D.C. 20551,
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[.36  INTEREST RATES Money and Capital Markets
Averages, per cent per annur
T
1
! i 1978 1979 ! 1979, week ending
fnstrument | 1u76 1977 | 1978 1 ’
1 H
Nov, Dec. ‘ Jun, | Leb. ‘ Febo B Eeb, 10|Feb. 17{Feb. 24 Mar. 3
i !
|
Money market rates
\ |
Pobederal fundstoo o0 oo . S8 5,54 o4 9. 76 10,03 10,07 " 10,006 10,12 10,06 1015 v .97 10.06
Prime commer paper § f !
2 90-t0 H9-day. oo R TR B S T4 10014 10037 10,25 Y.95 " 9.9y .94 Y96 Y.97 9.96
3 4- to 6-month. Lo JE e T S.00 ) 10.23 10,43 10,32 10,01 10.07 9.99 10.02 | 10,03 10,03
' ' 1
+ Finance company papu directly placed, i
doto6-month b4 00 oo LS, S.49 PLTN 982 10.06 10 10 1 9 §s A 9.8 9 .86 Y.85 .84
S Prime bankers acceptances, 90 day ‘i S 19 589 s 10,53 ¢ 10.55  10.29 10,01 Y.92 I 10,03 996 ;1006 10,03
Large negotiable certiticates of deposit : !
6 l-month, secondary markete, . 5,200 S.58 €200 10,720 10,72 1 1051 10,18 | 0L 1007 10016 10260 10014
1 1
7 Lurodollar deposits, 3omonth?. 00 S.87T 7 6,08 74 108! TE.62 1116 1079 110,63 10,90 10,80 F 10.84 10,061
l'.S: povermment securities i |
| |
) | |
8 Imonth. oo | 4,08 5.27 P19 ] R.04 .08 9.35 1 v 12 9.28 .24 9.8 D41 P v 44
9 G-month . .. AU B Y 5.53 7.58 0. 24 9,30 V.47 941 V.34 v.7 9.6 9.50 1 9,50
10 1 losos2 §.71 T.74 0 020 V.44 Y. 54 9,39 9.1 9. 34 915 V.49 1 9.50
Rates on new issue:” . ! . :
I _th:x:mlll;‘ e ‘ 4LUBY S.208 0 7.221 T 8.UTRT 12209351 [ 9,265 9,324 19 86 - 9.257 19293 9 451
12 G-month. .. oo L8266 5510 7,572 79204 9,397 9.501 | 9349 . 9,370 P9.307 2 9.0342 0 91700 9 498
. i ;
Cupital market rates
| Ty R |
| L |
| ! |
bt 6,09 10.01 10,30 | 10.41 10,24 10,13 10.19 10,19 10, ] 10. 36
Lo 045 9,42 9.72 Y. 80 9,72 9.62 9.64 | Y.08 9. Hl 9.89
770 6.69 9.04 . 933 9. 50 029 9.15 9.20 . 9.2 9.39 © 9,45
18 6.99 K. 84 9.08 9.20 913 8.94 9.05 ° 913 9.24 9,28
42 7.23 i . 8.80 9,03 V.14 9.1 8.93 9.05 9.2 9.21 9.22
xal 7.42 1 | 8.81 9.01 9.1 910 7 B.u4 v.05 912 9,17 9.8
R4 7.67 | 8.75 i 8.90 8.98 903 1 8.89 9,00 9.04 9,09 9,12
. [ ' 8.75 0 8.88 ¥.94 Y.00 1 §.85 8.90 v.01 9.06 908
Notes and bonds matuaring in Ul ‘ .
21 Ay Syears. .ol 6.4 6.8 30 0 897 9,23 . 930 Y. 16, 9.02 9.07 9. 16 9.25 9,32
22 Over O years (lone-termy) ... 6,78 7.06 FLRY |I 8.16 8.36 ; 8.43 K43 832 8.1 8.44 8.47 §.49
| .
State and lmul !
Moody s O . X
23 AQU S.00 0 5.200 5052 S059 5001 598 5.00 5.70 5.60 5.00 0 575 5,80
24 Baa. ... o0 oo o 7.49 | 6.12 6,27 6,065 6.76 | 714 6.75 7.00 6.75 6,75 6.50 7 (.40
25 Bond I)mu series 6. 04 5.68 6.03 6. 1Y 6.51 ‘ 0.47 6.3 0.22 6.31 613 0.38 6.42
Corporate bonds | i | !
Seasoned issues 1 : .
26 All industries . | v 01 \ 8.43 D07 G v.d 9.449 | 9,65 9.03 900 1 9,00 9.6l 9.05 9.73
By r.nm T | '
27 s 8.43 §.02 8.73 9,01 Y. 16 v.2§ 9. 20 9.1v . 9.2} 9.25 9,28 936
28 I 8.75 8.24 8,92 9.24 v.33 9.48 9,50 9,43 9.40 0.49 9.82, 9.59
29 .9 8.49 o2 9,48 9.53 v.72 9,08 9,72 9.66 9.66 9,68 9. 74
30 v.75 R.97 . v.45 9,81 9.94 1003 10,08 [ 10,07 - 10,04 | 10.04 | 1010, 10,21
. . I
Aua utility bonds:!? ! :
3 Nu\ issue. ... BoA8 T 819 696 9,27 V.28 954 983 Ll Y42 | 9.59 ‘ 9,064
B.49 K19 8,97 V.27 941 9.SET 956 940 9.S) 9.55 9.03 9.67
| :
a7 7.00 8,25 8.4 8. 84 8.79 + 8,77 8.05 8.71 8. 84 8.73 ; §./8
34 Common stocks . ... LA TT 4.56 ; 5.28 S.45, 5,39 5.29 S35 5.45 S.36 535 ’ S.S8§
| i - i :

PWeekly figures are 7-diy averages of daily effective rates Tor the week
ending Wednesday; the daily etfective rate iy an average of the rates on
agiven day weighted by the volume of transactions at these rates.

* Beginning Nov. 1977, unweighted average ol offering rates quoted
by tive dealers. Previously, most representiative rate quoted by those
dealers.

4 ¥Yields are quoted on a hank-discount basis.

+ Averages of the most representative dai:y offering rates published by
linance companies for varyitg maturities in this ro C.

S Average ol the nmlpmn( ot the range of daily dealer closing
otfered tor domestic issues.

o Weekly figures (week ending Wednesday) are 7-day averages of the
daily midpoints as determined trom the runpe of offering rates; monthly
figures averages of total days in the month. Beginning Apr. 5. 1978,
wee kiy res are simple averages ot offering rates.
zes of daily quotations tor the week ending Wednesday.

N l xeept tor new bill issues, yiclds are computed 1rom Ll.ul) cosing
hid prices,

rates

are

Y Rates are recorded in the week in which bills are issued.

UYields on the more actively traded issues adjusted (o constant
matturities by the U.S. Treasury, based on daity closing bid |\1|«.u

FE Unweighted averages tor all outstanding notes and bonds in maturiy
ranges shown, based on daily closing bid prices. “Long-term™ includes
all bonds neither due nor callable in less than 10 years, including a num-
hul m'\cr) low vielding “flower™ bonds.

General obligations only, based

\hnul\ > Investors Serviee,

LV Twenty issues of mised quality.

P Averages of daily figures from Moody™s Investors Service,

on figures tor Thursday, rrom

(mnplluuun ol the Board of Governoes of the Federal Resenve
S_\slum
Issues included are fong-term (20 years or more). Newsissue yields

we bused on quotations on date of offering; those on recently oftered
issues (included only tor Hirst 4 weeks atter wermination of underwriter
price restrictions), on Friday close-ot-business yuotations,
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1.37 STOCK MARKET Selected Statistics

1 I
! ’ I 1978 1979
Indicator 1976 1977 | 1978 o7
‘ Aug. 1 Sept. Oct. ‘ Nov. Dec. Jan. Feb.
i i !
Prices and trading (averages of daily figures)
Common stock prices ! |
1 New York Stock Exthangt‘ (Dec. 31,1965 = 50).] 54.45 53.67 | 53.76 58.53 | 58,58 56.40 | 52.74 | 53.69 55.76 55.06
2 Industrial...... 60.44 57.84 58.30 64,07 64,23 61.60 57.50 58.72 61.31 60.42
3 Transportation. 39.57 | 41.07 | 43.25 49 .45 50.19 46.70 | 41.80 | 42.49 43.69 42.27
4 Utility......... 36.97 | 40.91 39.23 40.20 | 39.82 39.44 37.88 38.09 38.79 39,22
5 Finance....... 52.94 55.23 56.74 63.28 63.22 60.42 54.95 55.73 57.59 56.09
6 Standard & Poor’s Corporation (1941-43 =10)!..| 102.01 98.18 | 96.11 | 103.92 : 103.86 | 100.58 94.71 96.10 99.70 98.23
7 American Stock Exchange (Aug. 31,1973 = 100).| 101.63 | 116.18 | 144,56 | 162.52 ; 170.95 | 160.14 | 144.17 | 149.94 | 159.26 | 160.92
Volume of trading (thousands of shares)2 i
8 New York Stock Exchange. . e 21,189 | 20,936 | 28,591 | 37,603 | 33.612 | 31,020 | 24.505 | 24,622 | 27,988 | 25.037
9  American Stock Exchange. . 2,565 1 2,514 3.922 5,526 5,740 | 4,544 3,304 3,430 3.150 2,944
Customer financing (end-of-period balances, in millions of dollars)
10 Regulated margin credit at brokers/dealers?.....: 8,166 9,993 | 11,035 | 11,984 | 12,626 | 12,307 | 11,209 | 11,035 | 10,955
11 Marginstock4. ........ ... ... 7,960 | 9,740 | 10.830 | 11,740 | 12,400 | 12,090 | 11,000 | 10,820 | 10,750
12 Convertible bonds. . 204 250 205 243 225 216 209 205 204
13 Subscription issues 2 3 1 1 1 ) I 1 t n.a.
MEMO: Free credit balances at brokersé
14  Margin-account. 585 640 835 | 795 ! 825 885 790 835 810
IS5 Cash-account.................coovvvuon... 1.855 2,060 | 2,510 i 2,555 i 2,655 2,465 2,305 2,510 2.565
Margin-account debt at brokers (percentage distribution, end of period)
100.0 100.0 100.0 i 100.0 100.0 100.0 100.0 100.0 100.0
12.0 18.0 33.0 12.0 15.0 47.0 : 32.0 33.0 21.0
23.0 36.0 28.0 34.0 36.0 20.0 27.0 28.0 32.0 n.a.
35.0 23.0 18.0 23.0 23.0 15.0 20.0 18.0 22.0
15.0 11.0 10.0 16.0 13.0 8.0 10.0 10.0 12.0
8.7 6.0 6.0 9.0 7.0 5.0 6.0 6.0 7.0
6.0 | 5.0 5.0 6.0 6.0 5.0 5.0 5.0 6.0 |
bpccxal miscelflaneous-account balances at brokers (end of period)
23 Total balances (millions of dollars)8...........
Distribution by equity status (percent)
24  Netcreditstatus.........c.oovuveveeeeoanns
Debit status, equity of —
25 60 percent OF MOTE. . ... vvvvvrnnneeennnn
26 Less than 60 percent....................
Margin requirements (percent of market valtue)?
Etfective date
- e — -
Mar. 11,1968 | June 8, 1968 May 6, 1970 % Dec. 6, 1971 | Nov. 24,1972 | Jan. 3, 1974
27 Margin StocKS . .. oo 70 80 65 55 | 65 50
28 Convertible bonds 50 60 50 50 | S0 50
29 Shortsales. .....oooiii i 70 80 65 . 55 | 65 50
| |

U Effective July 1976, includes a new financiai group, banks and in-
surance companies. With this change the index includes 400 industrial
stocks (formerly 425), 20 transportation (formerly 15 rail), 40 public
utility (formerly 60), and 40 financial.

2 Based on trading tor a 6-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 is end-of-month data for member firms of the New York
Stock Exchange.

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 on lines 23-28.

S Nonmargin stocks are those not listed on a national sccurities ex-
change and not included con the Federal Reserve System’s list of over-the-
counter margin stocks. At brokers, such stocks have no loan value.

© 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 collaterat
less net debit balance) is expressed as a percentage of current collateral
values.

5 Balances that may be used by customers as the margin deposit re-
quired for additional purchases. Balances may arise as transfers based
on loan values of other collateral in the customer’s margin account or
deposits of cash (usually sales proceeds) occur.

9 Regulations G, T, and U of the Federal Reserve Board of Governors,
prescribed in .lL(.DrddnCC with the Securities L\(.h‘uu,e Act or 1934,
limit the amount ot credit to purchase and carry margin stocks that may
be extended on SLtLlrl!lLS as collateral by prescribing a maximum loan
value, which is a specified percentage of the market value of the collateral
at the time the credit is extended. Margin requirements are the difference
between the market value (100 percent) and the maximum loan value. The
term “‘margin stocks' is defined in the corresponding regulation.

Regulation G and special margin requirements for bonds convertible
into stocks were adopted by the Board ot Governors effective Mar. 11
1968.

B
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1.38 SAVINGS INSTITUTIONS Sciccted Assets and Liabilities
Millions of dollars, end of period
i ! 1978 | o7
l 1975 i 1976 1977 - _
i
Account i May | June . July Aug. Sept. QOct. i Nov. Deec. | Jan.»
Savings and loan associations?
T ASSetS . oo ‘318 233 391,907 459,241 487,052 i491’576 5498,3(” 504,298 508,977 515,352 520,677 523,649 }529,926
I 1
2 MOrtgages. . coooveenennnn 127%,590 !323.005 1381163 402.305 407,965 411,956 416,677 420971 425,236 42‘14420‘412 858 |435.455
3 Cash and investnient ‘ i : ;
securities ! 30,853 35.724 | 39150 42.444  41.505 43,627 ! 44,188 | 43,987 | 45,577 | 45, 8(»‘)‘ 44 855 | 47.770
4 Other. ... 28,790 33.178 : 38.928 42.303 42,106 | 42,718 - 43,433 ' 44,019 © 44,539 i 45,388’ 45,936 | 46.703
S Liabilities and net worth. .. .. 338.233 391,907 459,241 487,052 491,576 ‘498,301 |504,29B /508,977 515,352 520,677 523,049 1529,926
6 Savings capital............. 285,743 335.912 386.800 401,93( 08.586 411.660 i4| 3.972 420,405 ‘42‘ 050 ‘ 425,207 431,009 435,771
7 Borrowed mone 20,634 1 19,083 27 840 5 32,759 7 34,270 35,730 37,21v 38,595 39,873 40711 42 960 42,423
8 FHLBB. 17.524 | 15,708 19,945 | 23,323  24.875 | 26.151 27.363 | 28,632 29,456 30,052 31,990 © 31,776
9 Other........ L1101 3.375 7.895 9.436 9.395 9.579 9.856 9,963 I(),4I7 i 10,659 10,970 § 10,0647
10 Loans in process. . 5,128 6,840 9911 | 11,386 11,632 1 11.540 11,422 | 11,222 - 11,165 © 11.315 10,737 | 10,458
11 Other, oo 6.949 8.074 9,506 0 14.239 10,0406 : 11,972 13.906 | 10.676 | 12,832 © 14.066 9 918 | 11,990
{
12 Net worth2, ... ..o 19,779 | 21,998 25,184 - 26.738 . 27.042  27.399 27,779 28,079 - 23,432 28.808 29,025 | 29,284
| \ |
13 Mimo: Mortgage loan com- I i ; !
mitments outstanding3. .| [0.673 i (4.826 19,875  23.939 22927 i 22.393 | 22.047  21.648 21,503 20.738 18.734 i 18,174
i I
Mutual savings banks1t
| | [ N o
14 AsSets. o oeenein i, 121,056 134,812 1147,2H7 )ISZ,Z()Z }453.”5 “54,315 155,210 (156,110 (156,843 |' 157,436(158,185 |
Loans: ' i
15 Mortgage., ... ..o 77.221 | 81,630 | 88,195 . 90,915 . 91,555 | 92.230 | 92,8606 293,403 | 93,903 Y4 .4971 95,205
16 Other..ooovivoiot, 4,023 5.183 0.210 i 7.907 ‘ 7.771 8.207 © 8.379 8.4138 8,272 - 79210 7,176 '
Securitie ! |
17 ULS, government ........ TO5,.895 5 5,491 7 5,304 I 5269 5,210 5.172 5,108 5.0350 4,950
18  State and local governnient. 2.828 ;. 2.994 ° 3.008 3.025 3.098 3.180 . 3,190 3.307, 3,335
19 Corporate and other+* 37.918 | 39,225 39.427 | 39,639 | 39,592 | 39.639 | 39,051 39.679] 39,759
20 Cash. ..ot 2,401 1,798 2,163 2,029 2,080 2.293 2,735 3.033 3,730
21 Other assets. . ovveeennnn.. 3.839 3,873 3.940 3.915 3,085 4.006 3,988 | 39621 4,031
22 Liabilities................. 121,056 |£34,812 147,287 (152,202 |153,175 [154,315 |155,210 (156,110 {156,843 I57.4$6 158,185 na.
23 DePOSitS .oy eiviiiiniins 109,873 122,877 (134,017 137,307 138,709 139,128 139,308 140,816 {141,026 14/.155 142,629
2. Repular:s... ... L 109,291 (121,961 | 132,744 |135,785 [137.089 137,430 {137,690 [139,068 139,422 (1 “).853 141,089
25 Ordinary savings. " 69,653 535 | 78.005 | 78,273 | 77.321 . 76,116 | 75.578 | 75.423 | 74,124 | 72,398 71.702
26 Time and other. 39,639 54,739 | 57,512 | 59.768 61,313 | 62.112 | 63.645 | 65,298 607.299 {)9‘ 387
27 Other............ .. 582 1,272 1,521 1620 0 1.698 1,619 1.747 1,604 1,458 1.540
28 Other liabilities............ 2,755 3.292 4.481 3.969 4,636 5.246 4,570 5,040 S.41H 4,666
29 General reserve accounts.. . .| 4,428 9,052 9.978 | 10,414 | 10.497 | 10.551 | 10.654 ! 10.725 | 10,777 10,870 10,891
30 MEMo: Mortgage loan com- : ; |
mitiments outstanding®. .y 1,803 | 1,439 4.066 |, 4,606 4.958 | 4.872 ‘ 4.789 4.56f 4,443 | 4,823 4,400
Lite insurance companies !t
R —— S 3 - - R R
31 Assets. ..o 289,304 321,552 |351,722 (366,938 (369,879 |¥74 415 l78.|24 i&sl.()S() 382,446 . 385.562:389,021 B
| ) | |
Securities | . i |
32 Governme 13,758 | 17,942 | 19,553 1 19,489 | 19,401 * 19,447 | 19,563 - (9,538 | 19,757 | 19.711] 19,579
33 Unlltd Sl.u(. 4,736 5.368 5,315 5,206 4,984 . 5,006 5.155 . 5,156 5,183 4.934] 4,795 }
34 4,508 5.594 6,051 5,915 5,943 5.925 5.884 6,001 6,035 6.235] 6,250 ¢
35 Sl 4.514 6,980 8,187 8,308 8,474 8,510 8.524 ¥.481 3,539 ¥.542| 8,534 i
36 o 135,317 (157,246 175,654 (187,126 188,500 (192,112 |194,620 [196.152 195,883 | 197 6151197342 . na
37 <o |107.256 {122,984 (141,891 (152,267 153,812 [156.207 157,888 [159.972 |161,347 | 162, Xh 161,923
38 SEOCKS. o veevie e 28,061 | 34,262 1 337703 1 34,859 ° 34,688 | 35.905 | 36,732 ' 36.180 | 34,536 | 34. 7xu| 35419
n 1
39 Mortgages. .o oviiin 89,167 | 91,552 | 96,848 199190 'I()t) 040 [100.596 !ll)l L6002 :102.365 1103, 161 104.106-105,932
40 Real estate. 9.621 10.476 | 11,060 1,537 U, 54() 11,562 11,538 ; 11.583 : 11,693 [ 7()7[ 11,776
41 Policy loal 24,467 | 25,834 | 27,550 "8,4.[ © 28,0649 | 28,843 | 29.067 | 29,290 29,521 29 818 ‘0 202 J
42 Other assets 16071 k 18.502 128,051 - 2,165 - 2!,749 21,855 . 21.734 | 22,022 - A.-,4H ’2.(;()5] 24,190
Credit unions
|A. - Shmmbes SRR _‘,,,__l,_ - = - o | I
43 Total assets/liabilities and i | | ; i
© 38,037 | 45,225 | 54,084 | 58,018 , 59,381 | 59,152 | 60.141 61,277 | 60,909 | 61,465 62,595
44 Federal. .. 20,209 | 24,396 | 29.574 | 31,925 | 32,793 | 32,679 | 33.315 j 34.058 | 33,718 : 34,093| 34 ol
45 State. ... 17.828 | 20.829 | 24 500 | 26,093 | 26,588 | 26,473 26.826 | 27,219 | 27.191 27,372| 27.914 |
40 Loans ouwtstanding . ......... 28,169 | 34,384 | 42,055 | 45,506 | 47,118 | 47,620 ; 49,104 | 50,121 ‘ 50.549 | 5/,.’(»4i 51,807 I |
47 Yederal 14,869 | 18,301 | 22 717 3 24,732 | 25,762 | 25,970 | 26,840 | 27,510 , 27.697 23,|7('! 23.583 n.a
48 SHte. . 13,300 | 16,073 | 19,333 ! 20,774 | 21,356 | 21,650 | 22,263 ; 22.0ll ’ 22,852 23,088 23.224 | |
49 SUVINgS .\ .\ e | 33,003 | 39,173 | 46,832 | 50,789 | 52,076 51,551 | 51,772 | 52,367 | 52,468 | 53,&00| 53,048 ||
50 Federal (shares), ... ...... 17,530 | 21,130 | 25.849 | 28,128 | 25,903 i 28,627 i 28,779 | 29,429 © 29,086 29,163 29 326 :
51 State (shares and deposits). | 15,483 | 18,043 | 20.983 | 22,661 : 23.173 l 22,924 | 22.993 | 23.438 , 23,382 23,437 23.722 | H

For notes see bortom o) page A30,
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1.39 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

! i Calendar year
Transition
quarter Fiscal Fiscal H |
Type of account or operation (July- vear year 1977 1978 ' 1978 | 1979
Sept. 1977 1978 |
1976) i
H2 Hl i H2 Noy. | Dec. Jan
| | i
U.S. budget . |
1 Receiptst. . ..., 81.772 357.762 401.997 ¢+ 175,820 210,650 206.275 33,227 37.477 38,364
2 Outlayst. ... . 94.742 402,803 450.758 ‘ 216,781 ° 222,518 238,150 39,134 41.392 +41.095
3 Surplus, or defi -12,970 | —45,041 - 48.761 40,961 — 11,870 1 31.875 - 5,907 - 3915 2781
4 Trust funds. - 1,952 7,833 12.693 | 4,293 4,334 11,788 1,293 1.833 3.971
s Federal funds o= 11,018 | —52,874 61.454 | - 45.254 | - 16,204 41.630 -7,200 5.748 1.240
Oftf-budget entities surplus, or i
deficit (- | : . |
6 Federal hndncing Bank outlays. .. --2,875 1 =8, 415 | —10.660 1 - 6.663 - 5,105 . -S.082 -296 1,178 093
7 Otherd.oooooiiiiiiii 793 - 2069 354 - 428 -790 1.841 1.700 453 272
|
U.S. budget plus off-budget, in- ’ | , . |
cluding Federal Financing Bank ! . | | !
8 Swrplus, ordeficit (=)........... L= 14,752 —53,725 59.067  —47,196 | - 17,765 © 35117 1 --4,503 4.640 3.096
Financed by: . I . :
Y Borrowing from the public... ... 18,027 = 23,516 59.100 40.284 1 23,374 30.308 ° 5,23 . 3.533 3.312
10 Cash and monetary assets (de | .
crease, or increase (—=)). ... —2,899 | --2,238 | —3.023 { 4.317  -5,098 3.381 3,485 i 2.3 2
11 Other 4., . oo .o - 373 2,440 2.984 | 2.597 —511 1.428 | 4,218 1 3.430 611
MEMO 1TEMS ' i
12 Treasury operating balance (level, end ! :
of period)..................... : 17,418 19,104 22,444 12,274 17,526 ¢ 16,291 |2,8S4 I(; 291 15,146
13 Federal Reserve Banks. .. 13,299 15,740 16.647 ° 7.114 1,614 4.196 , 587 Jon ! 3,522
14  Tax and loan accounts, . ......... 4,119 | 3,364 5.797 | 5160 ¢ 5,912 i 12.095 (v,-(ﬂ I1 095 i 11,624
| i i

I Effective June 1978, carned income credit payvments in excess of 4 Includes public debt accrued interest payable o the public; deposit
an individual's tax liability, formerly treated as income tax refunds, are tunds; miscellaneous bility (including checks outstanding) and asset
le's\lflt.‘d as outlays retroactive to January 1976. accounts ignorage : increment on gold; net gain/loss tor U.S. currency

2 Half years calculated as a residual of total surplusideficit and trust vitluation adjustment; net gain/loss for IMFE valuation adjustment.
fund surplusideficit.

3 Includes Pension Benetit Guaranty Corp.; Postal Service Fund; Rural Souvret. “Monthly Treasury Statement of Receipts and Outlays ot
Flectrification and Telephone Revolving Fund, Rural Telephone Bank; the U.S. Government,” Treasury Bulleting and U.S. Budyet, Fiscal Year
and Housing for the Elderly or Handicapped Fund until October 1977, 1978,

NOTES TO TABLE 1.38

I Holdings of stock of the Federal Home Loan Banks are included in Notr. Savings and loan associations: Estimates by the FHI.BB for
“other assets.”” all associations in the United States. Data are based on monthly reports

< Includes net undistributed income, which is accrued by most, but not of federally insured associations and annual reports of other associations.,
all, associations. Even when revised, data tor current and preceding year are subiect 1o

 Eacludes figures for loans in process, which are shown as a liability. further revision.

1 Includes securities of foreign governments and international organiza- Mutwal savings banks : Estimates of National Association of Mutual
tons and nonguarantecd issues ot U.S. government agencies., Savings Banks tor all suvings banks in the United States. Data are re-

S Excludes checking, club, and school accounts. porlul on a gross-or-valuation-reserves basis.

o Commitments outstanding (including loans in process) of banks in Life insurance companies: Estimates of the American Council of” Lile
New York State as reported o the Savings Banks Association ot the Insurance tor all life insurance companies in the United States. Annual
State of New York, figures are annual-statement asset values, with sonds carried on an

7 Direct and guaranteed obligations. Excludes federal agency issues amortized hasis and stocks at year-end market value. Adjustments tor
not guaranteed, which are shown in this table under “business™ securities., interest due and acorued and tor di ences between market and honk

S Iasues of toreign povernments and their subdivisions and bonds of the mluu are not nmdc on cach item separately but are included, in total, in
International Bank tor Reconstruction and Development. nthr assets.”

Y Data reflect benchmark revisions back to 1977, Credit unions: Lstimates by the National Credit Union Administration

10 Data lor June, July, and August 1978 have been revised., tor a group of federal and state-chartered credit unions that account toy

Y Data for 1977 and the first 6 months of 1978 have been revised by about 30 percent of credit union assets. Pigures are preliminary and

the American Council of Life Insurance. revised annually to ncorporate recent benchnuark Gati,
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1.40 U.S. BUDGL'T RECEIPTS AND OUTLAYS
Millions of dollurs
i Calendar year
I Transiton |
| quarter ‘ Fiscal :
Source or type o July- yeur 1977 1978 1978 : 1979
I Sept. 1 1978
1976y i
i : "2 1t . HE2 Nov. Dec. Jan
- B | | ~ P ) ‘
i Receipts
i - . R . . - — R
! . ; | )
I All sources' oo S 81,772 357,762 0 401,997 175,820 i 210,650 206,275 33,227 37,477 | 38304
i : ! h
2 Individual income taxes, net. ... .. . 38,800 157,620 IS0.9%8 | 82,911 90,336 PSRN 16,609 16.066 280600
3 Withheld. ... N 32,94y 144,820 165.215 75.480 82,784 1 90,148 16,2068 15.454 15,843
4 Presidential Election Campaign | | . : | !
tund f 7 A i 30 e
s Nonwithheld. .. .. . 6,809 1 42,002 7,804 ! V.97 37,584 H 10.777 - 5443 830 7860
6 Refundsd. ... o oo Y5y - 20,293 12,070 ; 1.967 i 30.068 2,078 192 219 42
7 Corporation income tax | !
8 (:Ir()s\ receipts. ... ‘ 9,808 (.() 057 65,380 2501 l 38,490 28.530 1,541 | 10,769 2840
9 Refunds.. Do | shes 54ty Yate | 27w 2357 391 2 ‘ I
10 Social insurance taxes and contribu- ’ | 1 !
HONS, MO . oy e et aan 25,760 ! 108,683 12441000 52847 06,191 | ol.uo+ ! 1,923 Jo7to ! U4
11 Payroll employment tax i I : i
contributions 2. .. 1 21,534 1 8K, 196 | 9v.0626 PRGREE SL0G8 ¢ SLs2 Y 762 7.059 8 .00%
9 Solfe i 4 : -
B atons o i w00 1 4014 1,267 m | 3,802 wo o o o] "
13 Uncemployment insurance, .o, . ... 2,098 ‘ [ IR 13,850 4,930 1 7,800 6.727 1,602 174 1 478
14 Other net receipts 4 s 1.259 | S, 102 5,008 271! 2,83 27 499 484 A1
15 EXCISe WXES. ..o 4,473 17,548 - 18,370 T T R AR s 1) 1,112 1897 1320
1o stoms deposits . 1,212 S,150 6.573 2,848 3,320 ¢ 1748 040 ! Sud 630
17 Estate and gift taxes. ... 1,455 7,327 5,285 2837 2,587 RNIUA 00 |1 RE O 488
18  Miscelluncous receipts © 1.612 \,_\Jh | 7.413 1002 3,007 4. 260 8§29 YARM ARO
| i I
\ QOutlays»
| | ! I 1 ’ | i
19 Alltypes! o oo , 94,742 1 402,803 | 450,758 216,781 [ 222,518 ° 238150 3o 134 41,392 | 41 098
1 ! i |
20 National defense. .. ..o oot o7 ‘ 97,501 | 105,192 50.873 - S2.979 S8 129 9,239 9450 | DERIYN!
21 International affairs. . .......... co 2,180 ¢ 4,831 - 6.083 2.896 1 2,904 2201 47 AR 50
22 General science . i
’ kcchnolopy: .............. I 1,101 4.677 4.721 l 2 ?, 395 | 1300 412 J$07
23 Fnergy........ . 794 | 4,172 ‘ 6048 " 2,487 4401 792 747
24 Natural resourc 2,532 10,000 1,022 -, 4,959 6. 119 | 58 1125 s
25 Agriculture. ..., 584 ¢ 5.526 . 7.018 ; 5.477 \ 2,353 - 4. 854 - 1.372 1081 | 1.75%
26 Commerce and housing credit. ... .. 1.301 B | ‘ 1,340 ’ .......... ! - 930 i 3091 | 4] | 309 ‘ 104
27 Transportation. ... ........... ... . 32300 14,636 ! IS 40l oo ‘ 7.723 N.7S¥ ! 1,414 1.374 1419
28  Community and regi i i | : !
development . . | a0 o83 | st g SO o8| o 754 | Koo
29 Fducation, traini : | H ‘
and socia 5.162 20.985 25,889 ! 10,800 ‘ 12,792 13,6706 l 202444 MRS LY Dot
30 Health,,. 8,720 38,785 44,509 19.422 21,391 ARRUZ N 1,957 4.717 R
31 Income security ! 32.79¢ 137.905 145.640 | 71.081 . | 73308 12,358 12,404 } 12 989
' I i N .
32 Veterans benefits 3,902 18,038 18,987 I Y804 | v,603 9545 {07 2650 | Ty
33 Administration of 859 3,600 3,785 | 1,723 1,940 1.973 192 RO Ry
34 General government. .. ... . R7¥ 3.3587 3,544 ¢ 1,749 ’ 1,803 2o 190 204 392
35  General-purpose fiscal assis 2,002 l 9,499 9.377 4.926 ! 4,665 4185 160 | 749 1,754
36 Interest o ... oo i 7.2406 boo38.0v2 E 44,040 19,962 22,280 0 M1lO 3,850 ¢ 7.372 4 1860
37 Umllstnhulcd (»ll stling receipts ¢ 7.0 - 2,507 i - 15,053 15.772 - 8,506 -7.945 8.200 1 AR 4870 | S16O

UEflective June 1978, carned focome credit payments ineseess ol an

individual’s ax
classified as outlays retroactive (o
S Old-age,
accounts,
SO -age. disability

mmmn( contributions, and Civil' S
S Deposits of caraings by
I:mcnm receipts,
o Fflective September
Recepts™

1976,

Liability . Tormerdy

treated as income
197
disability and hospital instrance, and railroad retiremen

Junu

o

“lnterest’
rellect the accounting conversion for

and hmpn.\l insurince,
JSupplunu\l.nr\ medical msm.mu pren

and

O,

LS,

the inter

Ly

refunds,

sederal caaplovee
service retivement and disability fund.
Federal Reserve Banks and other

e

res

niseel-

“Uodistributed Offsetting
est on spevial

issues for LLS, rovernment accounts froman accrual basis to acash basis.

Consists aof interest
the Outer Continental
cniployee retirement.

M Eor some types ol outhys (he Calegorios e new or represeni 1e
croupimgs; data for these categories e from the Budeer of the United
States Goverment, Fiscal Yeor 1979 data are not asaitable vor hali-years
or (o months prior to b ebruary 19T

Iwo categories have been renamed:
has become “Administration of
LLHLIdl purpose fiscal assistance’”

royvalties on
o

rents and
posernment contributions

trist funds,
LS.

received by
Shelt, and

Slaw enforcement dand justce”
tistive™ and URevenue sharing and
his become “General purpose fiseald

Ctor some catesories the table includes revisions in fizwaes
Plll‘ll\\l\d earlier.
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1.41 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION
Billions of dollars
1976 1977 1978

Item e . el R - —_— . S,
Sept. 30 Dec, 31 June 30 Sept. 30 Dec. 31 Mar. 31 | June 30 Sept. 30 Dec. 31
1 Federal debt outstanding............ 2646.4 665.5 685.2 709.1 729.2 747.8 758.8 780.4 797.7
2 Public debt securities. .. ......o..ou.. 634.7 1 653.5 | 674.4 698.8 718.9 738.0 749.0 771.5 789.2
3 Held by public..... .. 488,06 506.4 ! 523.2 543.4 564.1 585.2 587.9 603.6 619.2
4 Held by agencies. . .......oounl 146.1 147.1 151.2 155.5 154.8 152.7 161.1 168.0 170.0
S AGency Securities........oiiieiiann . 11.6 12.0 10.8 10.3 10.2 9.9 9.8 8.9 8.5
6 Heldbypublic.................. 29.7 10.0 9,0 8.5 8.4 8.1 8.0 7.4 7.0
7 Held by agencies................ 1.9 1.9 1.8 1.8 1.8 1.8 1.8 1.5 1.5
8 Debt subject to statutory limit....... 635.8 654.7 675.6 700.0 720.1 739.1 750.2 772.7 790.3
9 Public debt securities, . ............. 634.1 652.9 673.8 698.2 718.3 737.3 748.4 770.9 788.6
10 Otherdebt!.,............ .. ... ..., 1.7 1.7 1.7 1.7 1.7 1.8 1.8 1.8 1.7
11 MiMmo: Statutory debt limit,........ 636.0 682.0 700.0 700.0 i 752.0 752.0 ‘ 752.0 ‘ 798.0 798.0

U Includes guaranteed debt of government agencies, specified participa-
tion certificates, notes to international lending organizations, and District
of Columbia stadium 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
certificates of beneficial interest from loan asset sales to debt, eflective
July 1, 1975,

NoTE. Data from Treasury Bulletin (U.S. Treasury Department).

1.42 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership

Billions of dollars, end of period

1974 ‘ 1975 ’

Type and holder ‘
1 Total gross publicdebt. . .................... ! 492.7 576.6 !
By type: i :
2 Interest-bearing debt......................... 491.6 575.7 |
3 Marketable.. ...l 282.9 363.2
4 Bills...........oooial 1197 157.5
5 NOES . oo 129.8 167.1
6 Bonds.........ooiiiiiia 33.4 38.6 :
T Nonmmarketable! . ......... 208.7 212.5
8 Convertible bonds2. ............ 2.3 2.3
9 State and local government series . .6 1.2
10 Foreign issuesd, . ... 0L 22.8"! 21.6
11 Savings bonds and note: 63.8 67.9 -
12 Government account series4. .. .......... 119.1 119.4
13 Non-interest-bearing debt........... . ... .. 1.1 ] 1.0
By holder:s ‘
14 U.S. government agencies and trust funds. .. 138.2 139.1
15 Federal Reserve Banks. ..o ovvn oo, 80.5 89.8
16 Private investors. .. .......oovvuiiiiannenn. 271.0 349.4
17 Commercial banks. . ....... .. 55.6 85.1
18 Mutual savings banks........ 2.5, 4.5
19 Insurance companies. . . 6.2 9.5
20 Other corporations. . ...... . 11,0 ‘ 20.2
21 State and local governments. .. .......... 29.2 34.2
Individuals: ‘ ’ i
22 Savings bonds.......... . oo 63.4 67.3 ‘
23 Other securities, .. ..o 21.5 , 24.0
24 Fareign and internationald, .. ... ........ | 58.8 66.5
25 Other miscellaneous investors?........... ! 22.8 38.0 |

| 1978 1979
1976 1977 S C e o
! |
“ Oct. Nov. i Dec. Jan. Feb.
653.5° 718.9  776.4 | 783.0, 789.2! 790.5| 792.2
! i
652.5 | 715.2| 775.5 | 782.0 | 782.4' 7895 | 791.2
4213 | 45909 | 4917 | 4933 4875 496.5| 4980
164.0 161.1 161.2 161.5 161.7 162.3 162.4
206.7 | 251.8 | 27206 | 270077 265.8 | 2728 | 2714
40.6 | 47.0 57.8 60.1 ¢ 60.0 ol.4 64.2
2312 255.3 l 2838 288.7‘ 2048 | 2930 2933
2.3 2.2 2.2 202 22 212 2.2
4.5 l 13.9 1 2401 2401 24.3 24.2 24.2
2.3 2.2 24.0 3.6 28.0 27.5 25.3
72.3 7701 ®ols 80.7 809 80.8 808
129.7 ‘ 139.8 1 1527 | 154.8 | 157.5| 155.2 | 157.6
1.1 3.7 | .9 1.0 ‘ 6.8 1.0 1.0
147. 1 154.8 | 166.3 167. 170.0
97.0 | 102.5 | 115.3 3.3 109.6
409.5 | 461.3  494.7 | 502.3 | 509.6
103.8 101.4 1 94.3 93.5 93.4
5.9 59| 5.4 5.3 5.2
12,7 15.1 15.3 151 15.0
27.7 22.7 21.0 20.9 20.6 n.a. n.a.
41.6 55.2 ’ 67.1 69,1 68.6
72,00 76.7 80.2 80.5 0.7
28.8 28.6 . 29.6 29.8 30.0
78.1 109.6 , 122.5 132.4 ;1378
3891 461 5423 55.8 | 583
] .

Ulncludes (not shown separately): Securities issued to the Rural
Electrification Administrution and to state and local governments, de-
positary bonds, retirement plan bonds, and individual retirement bonds,

2 These nonmarketable bonds, also known as Investment Series B
Bonds, may be exchanged (or converted) at the owner’s option tor 144
percent, S-year marketable Treasury notes. Convertible bonds that have
been so exchanged are removed trom this category and recorded in the
notes citegory above,

3 Nonmarketable dollar-denominated and foreign currency denomin-
ated series held by foreigners.

4 Held almost entirely by U.S, government agencies and trust tunds.

S Data for Federal Reserve Banks and ULS. government agencies and
trust funds are actual holdings; data tor other groups are Treasury
estimates,

o Consists of the investments of foreign balances and international
accounts in the United States, Beginning with July 1974, the figures exclude
non-interesi-bearing notes issued to the International Monectary Fund.

7 Includes savings and loan associations, nonprofit institutions, cor-
porate pension trust tunds, dealers and brokers, certain government
deposit accounts, and government sponsored agencices,

Notr, Gross public debt excludes guaranteed agency securities and,
beginning in July 1974, includes Federal Finuncing Bank sccurity issues.

Data by type of security from Momthly Statement of the Public Debt of
the United Stares (US. Treasury Department); data by holder from
Treasury Bulletin,
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1.43 U.S. GOYERNMENT MARKETABLE SECURITIES  Ownership, by maturity

Par value; millions of dollars, end of period

A33

Type of holder 1976
I
I Allholders. .« oo e 421,276
2 U.S. government ager s and trust funds. .. ..o 16,485
3 Federal Reserve Banks, ... oo oot 906,97
4 Private investors.. . . 307,820
S Commercial banks. ............ 78,262
6 Mutual savings banks,......... .. 4,072
7 Insurance companies 10,284
8 Nonfinancial corporations RN 14,193
9 Savings and loan associations. . . 4,576
10 State and local governments. . e 12,252
11 Allothers. ..o e 184,182
i
12 Al holders { 211,035
13 U.S. government agencies and trust funds., ... 2,012
14 Federal Reserve Banks, ... oo oo 51,569
LS Private investors... ... ..ot iiiiineaineareroianninnas 157,454
16 Commercial banks . . .| 31,213
17 Mutual savings ban 1.214
18 Insurance companie 2.191
19 Nonfinancial corporations. 11.009
20 Savings and loan association 1,984
21 State and local governments . . 6,622
22 AN OUherS . o e 103,220
23 Allholders. . ..o oi i ‘ 163,992
|
24 U.S. government agencics and trust funds, .o, . 449
25 Federal Reserve Banks............o 0o, 41,279
P L Iy Y P 122,264
27 Commercial banks. 17,303
28 Mutual savings ban 454
29 Insurance companies 1,463
30 Nonfinancial mrpor.\uuns 9,939
31 Savings and loan association: 1,266
32 State and local governments . .. 5,556
33 Al OthETS . v o e e 86,282
34 All holders 47,043
35 U.S, government agencies and trust funds ‘ 1,563
36 Federal Reserve Banks. ..o oo ool 10,290
37 Private investOrsS...o...oivieeeainon. | 35,190
38 Commercial banks....... . 13.910
39 Mutual savings ban L | 760
40  Insurance companie . 728
41 Nontinancial corporations. ‘ 1,070
42 Savings and loan associations . 718
43  State and local governments . g 1,006
44 All Others. .. oo e 16,938

:
1978 l | 1978
1977 1976 1977 | )
i I 1 '
{ Nov, e, \ l Nov. 0 Dee
! i
All maturities 1 to 5 years
459,927 ' 493.337  487.546 141,132 ‘ 151,264 ! 168,795 | 162,886
14,420 | 12,776 12,095 | 6,140 4,788 3.310 3300
101,191 113,305 109.610 | 31.249 | 27,012 | JL608 . 3128
344,315 305,235 103,742 1 119,404 | 133,875 ! 128,293
75,363 ° 08.390 | 40,005 ' 38,691  40.042 38,390
4,379 1.490 2,010 2,112 1.997 1918
12,378 11,635 3,885 4,729 4.800 4.064
9,474 8.272 2,618 3,183 1 31.523 3,635
4,817 3835 0 2,360 2,368 | 2.464 i  2.255
. 15,495 18.815 2,543 3,875 | 4.281 ! 3.997
| 222,409  250.500 | 250.288 | 50,321 | 064,505 : 76.763 ' 73.43}
Total, within 1 year : 5 to 10 years
l 230,691 228.284 228.516 : 43,045 | 45,328 50,402 50,400
1,906 | 1.488 1,488 2,879 ‘ 2,129 [ Ly oso
© 56,702 56.304 | 52,801 9,148 © 10,404 14717 14.809
} 172,084, 170,492 170207 30,618 | 32,795 | 33,695 1 33600
29,477 1 19.342 | 20,008 6,278 0, I()_ 7.408 ' 7.490
1,400 863 817 567 507 490
| 2,398 1.799 1.83R 2,546 ' 3 204 2.894 2,899
I 5,770 ;  4.086 4.048 370 | "307 292 369
2,236 1.540 ° 1.414 . 155 143 | 90 89
7,917 8.3606 8. 194 1,465 1,283 1.557 1.588
1227885 . 133.895  137.309 | 19.637 | 21,112 20946 20.071
Bills, within ! year 10 to 20 years
| 161,081 | 161,548 161.747 | 11,865 | 12,906 19,912 ‘ 19,800
[ 32 2! 2 3,102 3002 ] 3057 3870
| 42,004 45985 42397 1,303 1,510 2.077 2,088
i 119,035 ‘ 115.561 1 119,348 7,400 ‘ 8,295 | 13.879 } 14,840
| 11,99 4.431 5.707 339 ¢ 456 1.067 9506
' 484 | 161 150 139 ; 137 143 | 143
1,187 760 ! 753 1,114 1,245 1.403 1. 400
4,329 2.083 1.792 142 m . 70 86
806 | 278 262 64 | 60 60
6,092 | 5.876 5.524 718 8‘)0 1.365 1.420
94,152 | 101,966 1051061 4884 | 5,380 9710l 9710
{ ' L
Other, within 1 year Over 20 years
| 69,610 | 66.736 ! 66,769 | 14,200 | 19,738 25,944 | 25,944
| 1874 1487 | L7 | 2,350 0 2,495 2.032] .01
H 14 698 10,319 l 10.404 3,042 | 5,504 R.599 : 8.635
| 53,039 | 54931 54879 ' 8,208 | 11,0679 15.814 | 15.07%
15,482 , 14.911 | 14001 427 ¢ 578 - 1473, 1.440
| Tote 02 ooo | 143 140 131 | 126
Coo1,211 1033 [ 1084 | 548 802 770 | 774
| naarlo200) 2086 | 55 81 159 135
C1,430 1.262 l 1.152 13 16 17 | 17
r1,825 | 2.490 2.670 904 1,530 3.577 0 3.6106
| 28733 | 31020 \ 320149 6,120 8,520 9. 186 | 9. 104
‘ I i

Nort, Direct public issues only. Based on [reasury Survey ot Owner-

ship trom Treasury Bulletin (S, Treasury Departiment).

Data complete for U.S. government agencies and  trust funds and
Federal Reserve Banks, but data for other groups wclude only holdings
of those institutions that report. ‘The tollowing figures show, for cach
category, the number and proporton reporting as of Dec. 31, 1978:

(ns 4(;3 commercial banks 464 mutual savings banks, and 720 insurance

compy

485 savings and loan associstions, cach about 50 percent;
state and local governments,

“All other

a residual,

about 440 percent.

55, cach about 8O percent: (2) 435 nonfin wcial corporiations and

and (3) 492

‘ncludes holdings of all those not reporting

in the Treasury Survey, including investor groups not listed separately.
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1.44

Par value: averages of daily figures, in mill.ons of dollars

March 1979

U.S. GOVERNMENT SECURITIES DEALERS  Transactions

H ' I l Week ending Wednesday
! :
| 19738 L9y -
Item 1975 1970 1977 . ’ 1974 19749
I ! ! | ; | )
| i : Nov Dec. Jan. | Dec 6 PDee 13 Dee. 200 Dec. 271 Jan. 3 Jan. 10
; : | - ’ | }
I U.S. government securitivs. . .| 6,027 | 10,3449 | 10 838 | 844 1 B.BIT D 10778 1 8,079« 9,083 9.227 8,954 9,824 | 10,139
! . i
By miaturity: | . : !
2Bl s b oete s 070 60573 S.33000 6.016 | 4.977 ‘ S.723 | S.2140 5201 0,502 | 6.008
S Other within | ML L 223 210 237 449 400 | 404 | 258 459 : 371 488 622 355
48 Syears.oooo0 L0 [ Io41d 2007 ' 20520 2301 5 1670 2034401 347 i 1157 2.07s 2.296 1.569 1.714
S5 IDvyears. ... ... 303 .01y [RRT 1.207 738 813 705 388 854 485 542 772
G Over 10 \k.lfs ....... 118 229 [ RES B R ’ Ox7 I 141 | 766 8560 AR 447 589 1,289
| : .
By type of customer | . } | :
7 LS. government securities i ! - | H |
dealers. o 84S 1. 300 1. 207 | 908 DAL} i 1.038 ! €00 | 923 v72 1.270 “1s L.033
8 n\unnunl~uu||l|u\ : ‘ : |
brokers. .. 1.750 3107 3700 S.421 3.303 4.525 | 3.547  3.048 3.580 2754 3,307 4.094
a9 [ ommere ml h.mk\ HER LY 2426 2298 1,834 ‘ 1.514 L.s90 b 1285 | 1,437 1.613 .63 1.745 [.599
(0 Al otherst i 1.941 3257 RIS ; LIRG 3060 36le | 2012 |I 3.075 { 31.056 3. 300 1.858 RPEYR]
11 Federal agency securities. . .1 1,043 (.548 ‘ 1,729 ' 2.208 i 2,325 2.479 | 02,3130 2,541 2,136 2,008 2,239
| . - . |
includes, among others, all other dealers and brokers in commuoditices Pransactions are markel purchases and sales of UN, government

and securities, Toreizn banking agencies, and the |ederal Reserve System,

Not. Averages for transactions are based on namber of tading days
in the periodl,

U.S. GOVERNMENT SECURITILS DEALLRS

Puar value: averages ol daily tigures, inomillions of dollaes

securities deaders reporting (o the Federal Reserve Bank of New York,
{he tigures exclude allotments of, and exchanges for. new U.S, government
seeurities, redemptions of Ld“Ld or matured securities, or purchases or
sales of securities under repurchase. reverse repurchase (resale), or similar
contracts.

Positions und Sources of Financing

;
) 1978 ! 979 ’ 1978, week ending Wednesday
liem DR 1976 1977 | ! ! _
| ! H !
| Nov. ' Dec ’ Jan. S Nov IS [ Nov. 22| Nov. 291 Dee o | Dees 13 Dee, 20
. | L Ot P Ll
| Positions2
| : o —_ } — - S e
I LS, povernment M‘l‘llrill\'s.”‘ 5.884 7.392 0 S0172 , 2.417 ’ 2,134 3,54y | 1,894 ‘ 2,304 1,853+ 2,020 2,495
: i i H
2 Bills... ... oL 24207 6.190 407720 1L9SY 1.922 1 3,045 880 1690 1 2,229 20133 2,704 2.45%
i Other within 1 year. . ... 205 ‘ 188 94 H0 97 ‘ 23y 181 -110 183 RV 54 215
4 yeurs . 3RO SIS o0 228 73 115} 491 326 [ | 274 347 367
S5 Wseurs ... L L | 00 402 9 413 ! 201 15 073 193 207 198 241 236
O Over 10 yvears. ... ! 136 vy | 149 213 | 24 ‘ 134§ 305 247 2108 99 | 76 48
| i ‘ | :
1
7 Federal ageney securities . . . 939 ‘ 729 693 217 370 609 139 325 271 ‘ 354 ] 296 ‘ 289
| : [ ! . o L [ R . .
Sources of financing4
R AN sources. ... ... 6,666  K.7Is ! 9.877 ' 11.396 } 11,918 | 13,157 ) 10,381 ] 11,355 ‘ 10,427 ¢ 11,590 12,465 12,878
Commercial banks: ; | ) ; : I . ) : : !
9 New York City .. L o2t o Do | 7 OW 2136 48 104 | AU 1 802 1.250
10 Oumside New York Gy, 1406 Lot b g7 12032 \ 2200 a7 o130 | 2 e 2095 | 2007 | 24301 203
I Corporations!. 8420 1Ay | 2423 0 3,007 2.890 | 2750 3.051 i 3 000 ‘ o144 L 2897 2852 3065
12 AlLotiers, oo D7E 0 slest D 30Es | oloto [ 0179, 808 [ 5.SS3 5900 0 0.040 1 6,035 | 6.2 | 6,220
! . . : . i | i

AL bustiiess corprorgtions exeept connnercidd banks and insuraice
U{Il[‘ (lll(\

SONEW amounts tnterims ol par v |Im\)\1l secur.ties owned by nonbank
dealer firms and dealer departments of commercial banks oo a conmi-
ment, that is, trade-date basis, including any soch securities that have
been sold nnder agreciments I repurchase,  The maturities of some 1e-
purchase asgreements are suthciently lony, however, to sug t 1that the
securities mvohed are nor avaaable Tor tading purposes. Securities
owned, and henee dealer positions, o no inelade seeurities purchased
umder agrecments o resell.

Clotal amounts outstanding of funds borrowed by nonbank dealer

tiems and dealer departinents of commercial banks against ULS. govern-
ment and federal ageney securities (Lhrough both collateral oans and sales
under agreements to repurchase), plus internal funds used by bank dealer
departments to finance positions in such securities. Borrowings against
seeuritics held under agreement to resellare excluded where the borrowing
contract and the apreement to resell are equal in amount and maturity,
that os, o matehed agreement

Noirr.
i the period;
period.

Anerages Tor positions are based on number of trading days
those tor financing, on the number of calendar days in the



1.46 FEDERAL AND FEDERALLY

Millions of dollars, end of period

Federal Finance A35

SPONSORED CREDIT AGENCIES Debt OQutstanding

|
X ’ 1978
Agency 1975 ‘ 1976 1 1971 )
| July I‘ Aug. | Sept. Oct. Nov. Dec.
i : :
1 Federal and federally sponsored agencies.......| 97,680 | 103,325 | 109,924 122,638 23,297 | 125,397 | 127,468 | 129,139 | 131.982
2 Federal agencies. ....o.vueeuiereeveiannones 19,046 21,896 22,760 1 23.286 22,508 23,139 23,279 23.073 23,488
3 Defense Department!. oo 1.220 1. t13 983 | 916 906 897 | 897 876 868
4 Export-Import Bank2.3 ... . ... oo o 7.188 7.801 8.671 1 8.590 8.274 8.709 3.704 8.392 RB.711
5  Federal Housing Administration4, 564 575 581 603 603 60! 598 594 588
6  Government National Mortgage Association
participation certificatesS. ... . 4,200 4,120 3.743 | 3.666 3.166 3,166 3,166 3,166 3.141
7  Postal Serviced, . ..., 1,750 2,998 2,431 2.304 2,304 2,364 2,364 2.364 2.364
8  Tennessee Valley Authority................ 3,915 5,185 6,015 6,785 6,835 7,045 7,195 7.325 7.460
9 United States Railway Asx()udmmﬁ ......... ) 209 104 336 . 356 357 357 ! 355 356 356
10 Federally sponsored agencies. . ..oovooeveeon. 78,634 81,429 87,164 99.352 | 100,792 | 102,258 | 104,189 [ 106,066 | [0S 494
11 Federal Home Loan Banks................ 18,900 16,811 18,345 43 24,360 25,025 25,395 l 26,777 27,563
12 Federal Home Loan Mortgage Corporation. .| 1,550 1,690 ! 1,686 1.937 1.937 2.063 2,063 ¢ 2.062 2.262
13 Federal National Mortgage Association ... .. 9,963 30,565 31,890 36,900 37.518 38,353 39,776 ;. 3v.814 41.080
14 Federal Land Banks. . ©15,000 17.127 19,118 20,198 20. 198 20,198 20,360 ' 20.360 20.360
15 Federal Intermediate ¢ n.dn( I 9.254 10,494 11,174 11.392 11.482 11.555 11,554 11.548 11.469
16  Banks for Cooperatives. . .. 3.655 4.330 4,434 4,788 4.570 4,317 4,264 4.668 4.843
17 Student Loan Marketing A 310 410 515 705 | 725 745 775 835 915
I8 Other. ... 2 2 2 2 2 2 2 2, 2
MEMO ITEMS |
19 Federal Financing Bank debto-8., .. ... ... .. 17,154 28,711 38,580 | 45,550 46,668 48,078 | 49,212 | 49,645 51,298
Lending to federal and federally sponsored
agenciles:
20 Export-Import Bank 3 4.595 5,208 5,834 6.132 6,132 6,568 0,568 6.5608 6.898
21 Postal Servicee. ... .. 1,500 2,748 2,181 - 2,114 2,114 2,114 2,114 2,114 2.114
22 Student Loan M ul\um;. Association?, . 310 410 515 705 725 | 745 775 835 9ts
23 Tennessee Valley Authority 1,%40 3.110 4,190 4,960 5.010 5.220 5,370 5.500 5.035
24 United States Railway Associationd. ... ... .. 209 104 336 356 357 357 355 350 356
H |
Other lending:¢ | ;
25  Farmers Home Administration. ............ | 7,000 I() 750 16,095 21,580 | 22.275 | 22,275 . 23,050 * 23,050 | 23.825
26 Rural Electri i 566 415 2,647 3,684 3.919 4,192 4,407 ., 4.489 4.004
27 Other.. ... 1,134 4 ‘)()(\ | 6,782 6,019 ()‘ 136 0,607 6.573 i 6,733 6.951
I
I C'onsists of mor assumed by the Defense Department betwee * Unlike other federally sponsored  agencies, the Student  Loan

1957 and 1963 und

1mily housing und homeowners assistance prog

2 Includes  participation certiticates  reclassified  as debt beginning
Oct. 1, 1976
SO hutlgu Aug. 17, 1974, through Sept. 30, 1976; on-budget

thereafter.

4 Consists of debentures issued in payment of Federal Housing Ad-
numslr.umn insurance claims, Once issued, these securities may be sold
ely on the securities market.
titicates of participation issued prior to fiscal 1969 by the Govern-
ment National Mortgage Association acticg as trustee for the Farmers
Home Administration; Department of Health, Pducation, and Weltare;
Department off Housing and Urban Developnient; Small Business Ad-
ministration; and the Veterans Administration.

o Off-budget.

M.ul\umg Association may borrow from the Federal Financing Bank
(FIFB) since its obligations are guaranteed by the Department of Health,
Lducation, and Welfare.

E'The FEB, which began operations in 1974 is authorized 10 purchase
or sell obligations issued, sold, or guaranteed by other tederal agencies.
Since FEB incurs debt solely for the purpose of tending to other agencies,
its debt is not included in the main portion of the table in order to avoid
double counting.

Y lncludes FFB purchases of agency assets and ;u.\mntu.d loans;
the latter contain loans guaranteed by numerous agencies with the
guarantees of any p.umul.lr agency being generally small, The Farmers
Home Administration item consists excl ely of agency asscts, while the
Rural Electrification Administration entry contains both agency assets
and guaranteed loans.
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1.47 NEW SECURITY ISSUES of State and Local Governments
Millions of dollars
| | : 1978
Type of issue or issuer, 1976 1 1977 1978 |., [ PR o
or use i
; ' ‘ July Aug. i Sept. ) Oct Nov. Dece
- - I - - T N 1 | :
1 All issues, new and refunding 1......................... | 35,313 | 46,769 48 607 | 3.923 § 6.416 . 2,330 | 3,244 4,328 1,694
By type of issue . |
2 General obligation. ... ... ... i 18.040 J 18,042  17.854 I 1.065 | 2161 703 1.143 1,168 1,698
3 REVENUC.. ... veeeeieaniainnnn 17,140 | 28,655 ; 30.658 | 2.855 1 4.246 1620 2083 3.152 1,992
4 Housing Assistance Administration 2, S N UL P D P
5  US. government loans. ... ... 133‘ 72 ‘)i’ 3 9 7| 13 8 4
i
By type ot issuer | H ! !
6 S 7,054 6.354 i 6,632 650 919 85 552 343 497
7 Special district and statutory authority.......... . 15,304 | 21,717 24,156 2,171 1.120 1.599 l.olo 2848 2,148
8  Municipalities, counties, townships, school districts. ... | 12,845 | 18,623 17.718 1.098 | 2.309 6349 1.061 1.129 1.043
9 Issues for new capital, total. ................... ... ..., i 32,108 | 36,189 37.629 3,497 © 3,365 2.266 3.160 4.216 3.379
By use of proceeds | :
1O EdUCRION. vt e e e ‘ 4,900 5,076 5.003 499 277 397 34 463 319
11 Transportation. .......... 2,586 2,951 3.460 292 | 632 a2 | 422 254y 337
12 Utilities and conservation. . ' 9,594 8,119 . 9.026 941 689 69S 831 1.241 705
13 Social welfare, . .......... 6,566 8,274 . 10.494 . 1.24] 967 S20 1 1,169 317 1.126
14 Industrial aid............. .. ‘ 483 1+ 4,676 3.526 244 344 105 249 323 276
15  Other pUIPOSES. . .ottt i ee e e | 7,979 § 7.093 6.120 280 ! 456 l 241 175 L1113 6106
1
L Par amounts of long-term issues based on date of sule. Sourct. Public Securities Association.
2 Only bonds sold pursuant to the 1949 Housing Act. which are secured
by contract requiring the Housing Assistance Administration to mike
annual contributions to the local authority.
1.48 NEW SECURITY ISSUES of Corporations
Millions of dollars
i i i 1978
Type of issue or issuer, 1975+ 1976 1 1977 . 3 _ o
or use 1 | ‘
i June July Aug. ' Sept. | Oct. ' Nov.
N - R — - S [, R ' .
T ARssues Toooo oo | 53,619 | 53,488 | 54,205 . 5,215 { 4,226 | 3,311 3,832 0 3,654 ‘ 3,207
2 Bonds.... ... | 42,756 | 42,380 | 42,193 ‘ 3,810 " 3,718 2,529 2,905 2,496 2,481
| i ! ! . .
By type of offering: | , ! | ;
3 PUblC.. . 32,583 : 26.453 | 24,186 1,744 2,177 1,497 1610 J 1631 | 1.608
4 Private placement, .. ..o ov i P10, 172 - 15,927 | 18,007 2,066 1.541 1,032 1.295 865 873
By industry group: |
5  Manufacturing 16,980 13,264 . 12,510 £.105 | 675 485 823 385 | 805
6 Commercial and miscellaneous 2,750 1 4.372 5,887 562 | 417 414 454 487 | 12
7 Transportation............... 3.439 | 4,387 2,033 225 235 115 | 135 i 67 96
8  Public utility........ 9,658 1 8,297 8,261 . 815 768 521 912 819 ! 384
9 Communication 3.464 ;@ 2,787 3,059 | 344 326 ! 546 208 ! 290 456
10 Realestate and financial............... oo 6.46Y 9.274  10.438 ! 761 1.296 || 448 375 446 627
i | ! .
Il SEOCKS . o vttt e | 10,863 | 11,108 | 12,013 ‘ 1,405 508 ' 782 i 927 1+ 1,158 726
By type: : i ‘ ‘
12 Preferred. ... oo e 3.458 | 2.803 3,878 l 586 l 57 157 127 47 1449
13 COMMON . o e e e e 7.405 ¢ 8,305 ; B.135 81y 451 625 800 111 577
By industry group: ' i .
14 Manufacturine. ... i 1670 2,237 1,265 ¢ 366 167 | 236 148 90 35
15 Commercial and miscellaneous . 1,470 1 1,183 1,838 | 245 167 : Lo 168 11 1t
16 ‘Transportation............... 1 24 418 . 38 ! 40 O 12 0 12
17 Public utility. .. ... 6,235 6,121 6,058 429 ! 31 154 | 42061 800 177
18 Communication., ............... 1,002 776 1,379 5 27 O ! 10 [\] |
19 Real estate and financial. .. ... .. .. o | 488 771 1.054 320 76 75 - 164 150 190
' ! ! ' !

I bigures, which represent gross proceeds of issues maturing in more
than one year, sold for cash in the United States, are principal amount or
number ol units multiplicd by offering price. Fucludes offerings ot 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 1o
foreigners.

SouRCE, Securities and Exchange Commission,
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1.49 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position

Miltions of dollars

T
| 1978 STy
Item 1977 w18 - - T T -l
July Aug. Sept. Oct. Nov. Dec. Jan.
INVESTMENT COMPANILES
excluding money market funds
1 Sales of ownsharest, . ...l 6,401 6.645 474 638 519 463 587 602 647
2 Redemptions of own shares2. ceat 6,027 7.231 645 882 673 607 439 545 i 607
3 NetsaleSe oottt 357 - 586 — 181 —244 — 154 —- 144 148 57 40
4 ASSetSI ... 45,049 | 744,980 47,975 49,299 48,151 43,462 44,242 | 744 980 46,587
5 Cash position4... 3.274 "4.507 | 4,285 ; 3,948 3,703 3,793 4.299 74,507 . 4,618
6 Other...ooovvevi i, 41.775 | 40.473 l 43,090 ; 45,351 44,448 139,669 39,943 | 140.473 i 41,969
P | !
I Includes reinvestment of investment income dividends. Excludes 4 Also includes all U.S. government securities and other short-term
reinvestment of capital gains distributions and share issue of conversions debt seeurities,
trom one fund to another in the same group.
2 Excludes share redemption resulting from conversions from one fund NoTe, Investment Company Institute data based on reports of mem-

to another in the same group.

3 Market value at end of period, less current liabilities,

bers, which comprise substantially all open-end investment companies
registered with the Sccurities and Exchange Commission. Data reflect
newly formed companies alter their initial offering of securities.

1.50 CORPORATIL: PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data are at seasonally adjusted annuai rates,

Account

1 Profits beforetax.......... ... .o il

2 Profits tax liability . oo vovviii i
3 Profits after tax.............. R ..

S Undistributed profits. . o oo v i i i

6 Capital consumption allowances,...............

7 Netcashflow..oo.oiiieiiiiin i,

1975

1976

120.4 | 155.9

49.8
70.6

3.9
38.7

89.2

64.3
91.6

37.9
53.7

97.1

127.9 150.8

1977 1978
1977 — _ S - .
Qlt Q2 Q3 Q4 Ql Q2 Q3

173.9 164.8 175.1 177.5 178.3 172.1 205.5 205.4
71.8 68.3 72.3 72.8 73.9 70.0 85.0 86.2
102.1 96.5 102.8 104.7 104.4 102.1 120.5 9.2
43.7 41.5 42.7 44,1 46.3 47.0 48.1 50.1
58.4 55.0 60.1 60.6 58.1 55.1 72.4 69.1
106.0 102.0 105.0 107.6 109.3 1.3 113.3 115.4
164.4 157.0 165.1 168.2 167.4 166.4 185.7 184.5

Sourer, Survey of Current Business (C.S, Departiment of Commerce.)
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1.51 NONFINANCIAL CORPORATIONS Current Assets and Liabilities

Billions of dollars, except for ratio

: EETYIO 1977 : 1978
Account 1974 1975 o L ! I
: ; | . !
‘ Q4 Ql Q2 Q3 Q4 1 Ql Q2 Q3
| . ; .
- i e e = -
I Current assets........vvieennniiinnenneonn. ' 734.6 756.3 | 823.1 842.0  856.4 " 880.3 900.1 ; 924.2 953.5 , 992.4
: ; ! :
2 Cash. e e . 73.0 80.0 86.8 ! 80.8 83,1 " 83.4 94.2 88.5 1  90.9 9l.4
3 U.S. government SeCUTities.............. . 11.3 19.6 26.0 26.8 22.1 21.5 20.9 20.9 1 9.7 18.6
4 Notes and accounts receivable., ... ... 265.5 272.1 292.4 | 304.1 312.8 326.9 325.7 338.3 356.8 377.8
5 Inventories. ...t . 318.9 314.7 341.4 . 35201 358.8 367.5 375.0 389.7 399,10+ 415.5
O Other. ..o 65.9 69.9 76.4 78.3 79.6 81.0 ¢ 84.3 i 86.8 87.0 I 89.0
7 Current liabilities. ... ...l [ 451.8 ‘ 446.9 487.5 ! 502.6 509.5 | 528.9 543.2 570.4 590.8 624.5
: ' |
8 Notes and accounts payable 272.3 261.2 | 273.2 280.2  286.8 297.8 , 306.8 . 317.2° 331.3 349.9
L 7 TS | 179.5 , 185.7 214.2 222.4 | 2227 231.1 236.3 ¢ 253.2 259.4 274.6
10 Net working capital.......................... 282.8 309.5 335.6 339.5 346.9 ° 351.4 - 357.0 353.8 362.7 l 367.9
i | !
It Mimo: Currentratiol . .o, ‘ 1.626 | 1.693 I 1.088 i 1.675 1.681 1.664 l 1.657 1,620 1,614 0 1,589
I Ratio of total current assets to total current liabilities. Sovrer. Federal Trade Commission.
Noit. For a description of this series see “Working Capital ol Non-
financial Corporations™ in the July 1978 BeLLitin, pp. S33-37.
1.52 BUSINESS EXPENDITURES on New Plant and Equipment
Billions of dollars; quarterly data are at seasonally adjusted annual rates,
1977 1978
Industry 1977 19782 T o - - - T
Ql Q2 Q3 Q4 Ql Q2 3 Q4
T Allindustries. . .. ... i 135.72 | 152.28 | 130.16 | 134.24 | 140.38 I 138,11 | 144.25 | 150.76 | 155.13 | 158.98
2 27.75 31.53 26.30 27.20 29,23 28. 19 28.72 31.40 32,11 35.89
3 Nondurable goods industries, 32.33 36.23 30.13 32,19 33.79 33.22 32.86 35.80 30.54 39.72
Nonmanufacturing
4 Mining .................................. 4.49 4,78 4.24 4,49 4.74 4.50 4.45 4.81 4.80 5.07
5 2.82 3.28 2.71 2.57 3.20 2.80 3.35 3.09 3.64 3.05
6 1.63 2.45 1.62 1.43 1.69 1.76 2.67 2.08 2.97 2.08
7 2.55 2,27 2.96 2.96 1.96 2.32 2.44 2,23 2,37 2,05
Public utilities:
8 Eleetric. ...ttt 21.57 24.49 20,19 21.14 21,90 22.05 23.15 23.83 25.04 25.94
9 Gas and other, . 4.21 4.48 4.16 4.16 4.32 4.18 4.78 4.62 4,22 4.28
10 Communication......... L1543 14.19 15.32 16.40 15,82 17.07 1818 10 43 44 | 42.90
11 Commercial and other! 22.95 | 22,67 22.73 23.14 23,27 24.76 24.71 | - -
' |
Plncludes trade, service, construction, finance, and insurance. agriculture; real estate operators ; inedical, legal, educational, and cultural
S Anticipated by business. service; and nonprofit organizations,

Notr, Estimates tor corporate and noncorporate business, excluding Source, Survey of Curvent Business (US. Dept. of Commeree).
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1.521 DOMESTIC FINANCL COMPANIES Assets and Liabilitics
Billions of dollars, end of period
‘ | 1977 i 1978
Account 1973 ‘ 1974 ‘ 1975 | 1976 - . P -
‘ | ‘ Q3 Q4 Ql ‘ Q2 | Q3 ! Q4
ASSETS \ 1 ‘ )
Accounts receivable, gross X
1 Consumer 35.4 36.1 36,0 38.0 42.3 44,0 , 44.5 47.1 49,7 52,6
2 Business 32.3 37.2 39.3 44,7 50.6 55,2 ' 57.6 59,58 58.3 63.3
3 [4)[([[ 67.7 73.3 75.3 83.4 92.9 99,2 102.1 106.6 108.0 1160
4 Lass: 8.4 : 9.0 9.4 10.5 1.7 12.7 12.8 14.1 14.3 15.6
5 Accounts I’LLCIV.{NL ] PPN 59.3 . 04.2 65.9 72.9 81.2 86.5 89.3 92.6 93.7 I4)().4
6 Cash and bank u.lqmslts 2.6 3.0 2.9 2.6 2.5 2.6 2.2 2.9 2.7 3.5
7 Securities. . ... .8 .4 1.0 1.1 1.8 .9 1.2 1.3 1.8 13
8 AllOther .o iiii i i e 10.6 * 12,0 1.8 12,6 14,2 14,3 15.0 16.2 17.1 17.3
9 Total ASSetS. . ovu v vt 73.2 79.6 81.6 89.2 99.6 104.3 . 107.7 | 112.9 115.3 122.4
LIABILITIES :
10 Bank loans. ..ot i 7.2 9.7 8.0 6.3 5.4 5.9 5.8 ’ s. 5.4 6.5
11 Commercial paper. oo i it iiiianas 19.7 20.7 22.2 23.7 25.7 29.6 299 ¢ 3.3 29.3 4.5
Debt: | i ! .
12 Short-term, Me.Cou v v in v iee ciea i 4.6 4.9 4.5 5.4 5.4 6, 5.3 6.6 : 0.8 8.1
13 Long-term, n.e.c 24,0 26.5 27.6 32.3 34.8 36,0 38.0 40.1 41.3 43.6
14 Other 5.0 .5 6.8 8.1 13.7 1. 129 1 130 5.2 ) 12.6
15 Capital, surplus, and undivided profits. . ....... 11,5 12.4 12.5 13,4 14,6 15.1 15.7 ‘ 16.0 17.3 17.2
16 Total liabilities and capital............. ... ... 73.2 1 719.6 81.6 | 89.2 . 99.6 104, 3 107.7 | 112.9 ‘ 115.3 | 122.4
|
Noypr. Componernts may not add to rotals due te rounding.
1.522 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonully adjusted except as noted
1
| | Changes in accounts Extlensions Repayments
Accounts i receivable
| receivable -
Type omst.\nd- ‘
| o Dee. 31, l 1978 - (978 ’ 1978
‘ | .
‘ | Oct. |+ Nov. Dec. ‘ Oct, I Nov, ‘ ec. ‘I Oct. I Nov. . Dec.
— - e e o T - JRS e —|- I
1 Total. ... 63,348 \ 704 l 1,210 } 1,271 | 15,078 1o, Z‘)‘ i 17,680 i 14,374 | | 15,083 | 16,409
2 Retail automotive (commercijal vehicles), . 14.562 | 214 229 245 1.237 | I.Z(n) L3308 1.023 1.031 1 £.063
3 Wholesale automotive 12.744 (o3 ‘ 591 5510 6,171 | 0946 007 | 6,068 | 6,355 . 0.416
4 Retail paper on business, industrial : ‘ !
farm equipment. . . 16.759 160 226 20 1.041 1,159 1,790 ‘ 881 ‘ 913 5 (.770
5 Loans on commercial acco N 4.294 1 =202 1 -4y 262 3,233 ; 3310 4,110, 3,435 3.359 3.848
6 Factored commercial accounts receivable. , .. 2,536 291 7()‘) 32 1,543 ' 1.776 ' 1.550 1,252 | 1.567 1 1.518
7 All other business credit.........oovo ... 12.453 1 138 | 161 ‘ 1,853 1.842 ToL9ss ) LTIS 1.838 I 1.794
! i i | !

L Not seasonally adjusted.
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MORTGAGI MARKETS

Millions of dollars; exceptions noted.

1.53

March 1979

’ . ' 1978 1979
i B
Item 1976 1977 | o7y : ‘
‘ ! CAug. Sept. Qcr. Nov, ) Dec. Jan.
- [ _ . ! I i
‘ Terms and yields in primary and secondary markets
PRIMARY MARKETS | i
[
Conventional mortgages on new homes | ’
Terms:! i
1 Purchase price (thous. dollars)............ | 48.4 54.3 62,6 63.06 64.6 , 66,8 65.1 68.1 71.9
2 Amount of loan (thous. dollars).......... ) 35.9 40.5 45,9 40.4 46.7 43.6 47.5 49.06 52.0
3 Loan/price ratio (percent). ..o 74.2 76.3 i 75.3 75.13 4.1 74.4 74.4 75.1 74.7
4 Maturity (Years). . ooooon oo 27.2 27.9 28.0 28.0 27.8 28.0 27.9 4 28.1 28.0
5 F-ees and charges (percent of loan amount)4.: 1.44 | 1.33 1.39 1.43 1.36 ! 1.37 1.40 1.49 1.56
6 Contract rate (percent per annumy. ... .. 8.76 8.380 9.0 9.45 ‘ 9.50 9.60 9.063 9.76 9,92
Yield (percent per annum):
7 FHLE.BB s 8.99 i 9.0l 9. 54 9.70 9.73 9.83 | .87 10.02 10. 18
8 HUD series 8.99 8.95 .08 9,80 9.80 9,95 10.10 10. 30 10. 30
SECONDARY MARKLETS ‘
Yiclds (percent per annum):
9 FHA mortgages (HUD series)s. ... .. P 8.82 7.96 8.08 9.78 | 9.78 9.93 9.99 [0.16 1 10.17
10 GNMA securities® ... oo 8.17 8.04 : 8.u8 §.95 ! v.04 9.25 9.3 9.54 9.97
ENMA auctions:? . !
11 Government-underwritten loans 8.99 8.73 9.77 9.81 9.78 1 10.03 10.30 10. 50 10.70
12 Conventional foans ... oo . 9. 11 8.98 10,010 10. 11 10,021 10.19 10.50 10.85 07
|
Activity in secondary markets
| i ' !
FEDERAL NATIONAI ’
MORTGAGE ASSOCIATION ‘ !
Mortgage holdings (end of period) : . :
I3 Total. ... ... ) 34,370 43 311 40,325 41,189 ° 41,957 ' 42,590 43,311 44,329
14 FHA-insured. . .. i 18.457 21.243 20,034 20,325 20.625 © 20,929 21.243 21.967
15 VA-guaranteed . H 9. 318 10.544 10,535 10,578 10,565 10.535 1(L544 10.606
16 Conventional., ... oo 6,597 11.524 9,752 10.289 10,767 ‘ 11,120 : 11.524 12,0406
Mortgage trunsactions (during period) . ‘
17 Purchases........ooooiii i) 3,606 1 4.780 12,303 1,230 . 1,132 1,053 . 920 974 1.280
18 Sales. oo e e 86 . 67 5 QO V28 (4} QO Q0 0
Mortgage commitments:$ i i
19 Contracted (during period). ..o, 6,247 v.729 18.960 i 527 8382 1,900 1,275 1.0351 0.,
20 Oustanding (end of period)e. oot 3,398 4,698 9,201 G.419 9,068 9,547 1 9.525 9.201 na.
i
Auction of 4-month commitments to buy- ’ ' !
Government-underwritten loans: ! :
21 Ofteredd.. ... R .. 4,929.8  7.974. 1 12,978 499, 1 717.9 1 1.964.8 788.0 627.0 304.9
22 r\Lk.Lp(LLl. 2,787.2 . 4.846.2 | 6.747.2 277.2 335.9 832.4 321.8 319,06 155.4
Counventional loan: ! i
23 Ofteredd.. .. 2,595.7 | 5.075.2 1 9,933.0 224.7 484.7 1.156.8 861.4 417.4 113.5
24 Accepted . ..o P 1,879.2 | 3.917.8 | 5.110.9 128.5 283.7 495.6 380.8 220.9 S8.1
FEDERAL HOME 1LLOAN ’
MORTGAGE CORPORATION i
Mortgage holdings (end of period)!0 i i
a5 4,269 3,276 3,064 2,448 2,486 ;2,867 3,022 3,004 n.a.
26 1,018 1,395 1,243 1.304 1.287 1,594 1,257 1,243 i
27 Co: numnn.ll P 2,651 1,881 1822 1.144 1.199 1,273 1.766 1.822 n.at.
| i
Mortgage transactions (during period) : | !
28 Purchiases 1,175 3.900 6.524 ; 742 670 791 763 596 n.a.
29 SneS. e e 1,396 4.131 6.211 299 594 309 581 540 n.a.
Mortgage commitments: ! . ' :
30  Contracted (during period). ..o 1,477 S.540 7.451 i 838 760 547 706 | 455 n.a.
31 Outstanding (end of period). ..o ool ! KRR | 1,063 t.410 2.142 2,130 1,710 1.617 ' 1.410 n.a.

T Weighted anverages bused on sample surveys ¢f mortgages originated
by major institutional lender groups. Compiled by the Federal Home
Loan Bank Board in cooperation with the Federal Deposit Insurance
Corporation.

2 Includes all fees, conumissions, discounts, and ™
borrower or the selery in order to obtain a loan.

PAverage effective interest rates on loans closed,
ment at the end ot 1O years.

4 Average contract rates on new commitiments for conventional first

mortgages, rounded to the nearest S basis points; from Dept. of Housing
and Urban Development.
: ge gross yielhds on 30-year, minimum-=downpayment, Federal
Administration-insured first mortgages tor immediate delivery
in the private secondary market.
adjustment to changes in maximum DLIIHI\\II’IL contract rates,

o Average net \‘lel\ to investors on Gosernment National Mortgage
Association-guaranteed, mortgage-backed, tully-moditied  pass-through

points™ paid (by the

ASNUMING prepay -

Any gaps in data are due to periods of

securities, assuming prepayment in 12 veirs on pools of 30-year FHAGVA
mortgages carrying  the prevailing ceiling rate. Monthy figures are
un\\ughtui averages of Monday quotations tor the month.

Average gross yvields (before deduction ot 38 basis points for mmtgm.u
servicing) on accepted bids in Federal National Mortgage Assoc
auctions ot -month commitments to purchase home mortgage
prepayment in 12 years for 30-year mortgages, No adjustizents are made
tor ENMA commitinent tees or stock related requirements. Monthly
figures are unweighted averages Tor auctions conducted within the month,

FIncludes some multitumily and nonprolit hospital loan commitments
in addition to - (o 4- Ianul\ loan commitments accepted in 'NMA’S
free market auction system, and through the I NMA-GNMA tandem
plans.

O Mortgage amounts ottered by bidders are total bids received,

1o Ineludes participations as well as whole loans.

U Includes conventional and government-underw ritten foans.

ming




1.54 MORTGAGL DEBT OUTSTANDING

Millions of dollurs, end of period

Real Estate Debt Adl

i |
! 1978
Type of holder, and type of property 1974 1975 1976 1977 . o - -
.1 Ql Q2 Q3 Q4
- [ - - - - _
1 All holders 742,502 801,537 889,327 1,023,505 1,051,908 | 11,092,451 | 1,133,122 | 1,169,522
2 1-to 4-family 449 371 490,761 556,557 656,566 676,573 r706.230 4,097 759,617
3 \‘[llllll.lmlly 99.976 100,601 104,516 (11,841 113,915 "116,419 119,207 121,928
4 Commercial. . 146,877 159,298 171,223 189,274 T193.355 198,926 206,045 211,810
5 Parm....ooiiiiiiiiiiiiieni o 46.288 50,877 57,031 65,824 768,065 770,876 73,773 76,167
6 Major financial institutions. .. .......... 542.560 581,193 647,650 745.011 764.614 794,009 822,184 846,788
7 Commercial bankst ... . ... 132,105 136,186 151,326 178,979 I84 423 r{94,469 205,445 213,845
8 I-to 4-family......oooeiiininn, 74,758 77,018 86,234 105,115 108,699 T115,389 121,911 126,896
9 Multifamily.........ooooicoaen 7.619 5,915 8,082 9,215 9,387 79,925 10,478 10,906
10 Commercial......oooviviiinen, 41,679 46,882 50,289 56,898 58,407 760,950 64,386 67,019
1 [T o A 6,049 6,371 6,721 7,751 7,930 8,205 8,670 9.024
12 Mutual savings banks. . . .. 74,920 77,249 81,639 8§, 104 89,800 9/,535 v3.403 - 05,044
13 - to 4-family 49,213 50,025 53,089 57.637 58,747 59,882 61,104 62,178
14 Multitumily. 12,923 13,792 14,177 15,304 115,598 15,900 16,224 16,509
15 Commercial 12,722 13,373 14,313 15.110 15,401 15.698 16,019 16.300
10 Farm... oo 02 sY 60 S3 54 55 56 57
17 Savings and loun associations. . ....... 249,301 278,590 323,130 381,163 r392 428 407,965 420,971 432,922
18 1- to 4-fumily. 200,987 223,903 260,895 310.686 . 320,004 T334, 164 345 232 355.291
19 Multitamily.., 23,808 25,547 28,436 32,513 733,592 134,351 35,446 36.452
20 Conmercial. . 24,500 29,140 33.799 37,964 138,772 39,450 40.293 41,179
21 Life insurance companios. ...o........ i &, 234 89,168 97,555 9h 765 97,964 100,040 102,365 104,971
22 1- to 4-family 19,026 17,590 16,088 14,727 14,476 14,129 14,189 14,550
23 Muldifamily, . 19,625 19,629 19,178 18.807 18,851 18.745 18.803 19,284
24 Commercial 41,256 1 45,196 48,804 54,388 55,426 57,463 59,268 60,782
25 Farm. ..o 0,327 6,753 7,425 8,843 9.210 9,703 10,105 10,361
26 Federal and related agencies. . ... onon. 58,320 66,891 66.753 70.006 72,014 73.991 78,672 82,086
27  Government National Mortgage Assn. .. 4,846 7,438 4,241 3.660) 3,291 3,280 3,560 3,610
28 [-tod-family, .. .oiiiieesen e, 2,248 4,728 1,970 1,548 948 922 897 910
29 Multifamily......oooinaiiiinn 2,508 2,710 2,271 2,112 2,343 2,361 2,663 2,700
30 Farmers Home Admin., o o000, 1,-482 1,169 1,064 1.353 1,179 013 1.384 1,084
31 1- to 4-tumiiy ) 759 208 454 626 202 124 460 360
32 Multifamil 167 218 218 275 408 102 240 188
33 Commercia tS6 190 72 149 218 104 251 197
34 Farm, oo e 350 496 320 303 ¢ sl 288 433 33y
35 Federval Housing and Veterans Admin. . . 4,015 : 4,970 5,150 5,212 5.20v 5,225 5,295 5,365
36 [-tod-family ...t 2,009 1,990 | 1,676 1,627 1.585 1,543 1,565 1,587
37 Multifamily..ooeoiniine i, 2,000 2,980 3,474 3,585 3,634 3,082 3,730 3,778
38  Federal National Mortgage Assn... ... 29 578 3824 32,904 34,369 36,029 8,753 41,189 43,311
39 [-to 4-family, ............ 23,778 25,813 26.934 23,504 30,208 32,974 15,437 37.579
40 Multifamily........oooooii e 5,800 0,011 5,970 5,805 5,821 5,779 5,752 5,732
41 Federal Land Banks................. 13,863 16,563 19,125 22,136 22,925 23,857 24,758 25,658
42 1- to 4-family. . . 400 549 601 670 691 727 819 849
43 barm. .o oo 13,437 16,014 18,524 21,466 22.234 23,130 23,939 24,809
44 Federal Home Loan Mortgage Corp... . 4,586 4,987 4,269 3,276 3.371 2,255 2,486 3,058
45 f-tod-family. ...t 4,217 4,588 1,889 2,738 2,785 1,856 l 994 2,453
46 Multifamily......o.oooiuiiiiien . RIS 399 380 538 586 399 492 605
47 Mortgage pools or trusts2. ... ...... ... 23,799 34,138 49,801 70,289 74,080 78.602 82,153 86.747
48  Government National Mortgage Assn. .. 11,769 18,257 +  30.572 44 896 46 357 48,0382 50,844 54,347
49 1- to 4-famil . 1249 17.538 29,583 43,555 44,906 46,515 49,276 52,732
50 Multifamily.. 520 719 989 1,341 1,451 1,517 1.568 L.615
51 Federal Home Loan Alortgage Corp.. . 757 1,598 2.671 6,610 7.471 9. 423 9,934 10,125
52 I-tod-family.........oooiiiin, 608 1,349 2.282 5.621 6.286 7.797 8,358 8,519
53 Multifamily, ... ioi 149 249 389 989 1,185 1,626 1.576 1,606
54 Farmers Home Admin 11,274 14,283 16,558 18,783 20,252 2147 22,275
55 1- (0 4-family. 6.782 9. 194 10,219 11,379 2,235 12,742 13392
56 Multitamily. . 1o RUM 532 759 732 1,128 1.163
57 Commercial. . ......... 1,473 1,948 2,440 2,945 3,528 3,301 3,510
58 Farm.. .o . 2,902 2,846 3,307 3,082 3.757 3,976 4.210
| i
59 Individuals and others3. . .............. 117,833 119,315 125,123 138,199 141,200 145,849 150,113 153,901
60 1= to 4-family. P 53,331 56,268 62,643 72115 74 741 77,466 80,004 82.321
61 Multitamily .. 24,276 22,140 20,420 20,538 20,327 20,904 20,119 21,390
62 Commercid . 23,088 22,569 21,446 21,820 21,603 21,960 22,459 22,823
63 Farm... oo 17.141 18,338 20,614 23,7206 24,529 25,519 26,531 27,367
Uncludes Toans held by nondeposit trust companies but not bank trust Notr. Based on data from various institutional and government
departments., saurces, with some quarters estimated in part by Federal Reserve in

2 Qutstanding principal balances ol mortgages backing sccurities in-
sured or guaranteed by the agency indicated.

L Other holders include mortgage companies,
trusts, state and local credit agencies. state and local retirement funds,
noninsured pension funds, credit unions, and U.S, ul(.lg\ for which
amounts are small or separate data are not readily &

real estate investment

vl

conjunction with the Federul Home Loan Bank Board and the Depart-
ment of Commerce, Separation of nonfarm mortgage debt by type of
property, il not reported directly, and interpolations and utr.mn]utmns
where required, are estimated mainly by Federal Reserve. Multifamily
debt refers to loans on structures of five or more units.
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1.55 CONSUMIER INSTALLMENT CREDIT! Total Outstanding, and Net Change A
Millions of dollars
! 1978 1979
Holder, and type of credit | 1970 1977 1978 . ~
' | i '
' " July Aug, | Sept. 3 Oct. ' Nov. | Dec Jan
O O A I o
Amounts Oulsunduu, (end of period)
B ) - o . - ._f.___ _ i
PYotaloo oo i 193,977 230,829 275,640 253,897 259.614 263,387 . 265,821 = 269,445 275,640 : 275,346
i 1 | . .
By _major holder ! | | ! ‘ i )
2/ Commercial banks. . ... I 93,728 . 112,373 ' 136,189 | 126,619 © 129,622 " 131,403 | 132,702 | 133,908 @ 136,189 | 136.452
3 Iinance companies., 38,919 44,868 54,309 ' 49,502 50.558 51,280 51,984 ' 53,099 54.309 | 55.004
4] Creditunions. . ... 31,169 37,605 45,919 ¢ ; 499 44 325 44,635 45,305 45,939 ' 45,520
54 Retaifers.... . I:),_.':(;O 2;;,4‘)3 24.876 83; 2&,30% 22,464 | 23,0006 24.?{7(: 23,962
61 S L . P ), 246 ,35 8,394 . ,05 8,177 ! 8,291 §.394 . 8,427
71 Gasoline u)mpumu ..... .. 2,830 1 2,963 3,240 3,3 P3.354 3,416 3,276 3173 3240 | 30338
8 Mutual savings banks......... ... i 1,825 2,176 2.693 2,491 2.541 2,(10(7 ) 2,583 ‘ 2 663 | 2,693 ¢ 2.637
By major type of credit i i [ 4‘ |
9 Amomobile. L 67,707 82,511 102,468 © 95 289 ' 97.687 1 99,062 | 100,159 1 161,565 | 102,468 " 102590
10 Commercial banks. ... L 22,32! i 4‘7)5‘;3 : (1‘(2:;28 : %?’8(7); 53?5; : gg,gﬂg | 32,1712 ) (;(3),%;‘)‘7) ({(});(5)3 . (;(‘)()»ﬁl
11 idirect paper.. .. .. 22,072 0 27,0 31, 32,66 33,007 | 3, 43, 33, 33.928
12 llr)litr::‘:.‘tt"]lh[::l‘x%r‘ 17.549 22,198 I 26,714 25,164 25.7‘#;(» 20 01‘8 ©26,163 0 20,0638 26.714 ! 26.754
i3 Credit unions. CU15,238 0 18,099 21.976 7 20,254 20,801 21,196 20,344 21,064  21.967  21.709
14 It inance companies DOI20E4 | 1S235 19937 170064 181433 0 IT8L . 19,037 19,554 19.937 200439
! ' k ! i |
15 [ Revolving. .. ooveei v 17,189 39,274 47.051 40,553 . 41,629 42,420 . 42,579 | 43,523 [ 47.051 | 46.516
16 Commercial banks . 14,359 18,374 24.434 . 20,566 | 21,314 ¢ 21,935 22,165 22,724 . 24 434 - 24 677
17 [Rcmilcn ...................... CO17,937 0 193770 16,678 1 16,961 1 17,069 - 17,138 17,626 19.377  18.501
18 Gasoline companies. . ....... .. . 2,830 2,963 3.240 3,309 3,354 3,416 3,276 3,173 3.240 . 3.338
' : f |
19 [Mobile home, ... ; S73 15141 16,042 | 15,663 0 15,799 ' 15,910 [ 15,925 1 16,017 | 16,042 | 16004
20 Commercial banks. ... 3 9,124 9,553, 9,483 9,539 9.591 9,548 9,572 9.553 | 9,511
2] sFinance companies. ... ... 3,263 3.077 3152 3,085 3,100 3,114 3,127 : 3,150 3152 3149
22 1Savings and loans. ... ... .. 2.241 2,518 2.848 . 2,644 2,696 ! 2,733 2,775 2,813 ‘ 2.848 2,859
23 Credit unions. . ... ... ... .. , 332 402 489 | 451 463 - 472 | 475 482 489 i 485
24 ORI s 94,508 93,503 110.079 102,392 104,499 1 105,995 107,058 108,340 . 110,079 109,936
25 = TCommercial ban 30,011 35,298 41,638 39,499 40,316 | 40,7921 41.211 41,205 41,638 41.582
26§ Finance compan 22.808 ; 26,556 31.220 , 28.453 . 29,024 | 20.385 | 29820  30.395  31.220 3146
3.7 ¢ Credit unions, l;.gi)‘)) 19, I()‘% o 23,483 2I,(1»_:t) i 2?.%;2 22.;5‘?‘ 22.1{[(} | 2_‘.1‘3‘)) . Z;jth(; | 23.27%
28 3 i L2060 5,55 5.499 5,150 ¢ 5,233 ¢ 5.326 5,380 i \499 7 5.46
29 4,005 4.816 5.546 ¢ 5.149 5,251 5,322 5402 Poslars |l Slsae 5.508
30 1.825 2,176 22003 1 20491 20541 2,606+ 2.583 | 20663 1 2.693 ¢ 2.637
i | | ' : |
Net change (during period)?
_ - _ | . _ — - - _ -— -
3L Total .o oe et 21,647 35,278 i 45,066 | 3,466 | 3,632 - 3,680 1 3,374 4,099 4,400 ' 3,061
I : .
By muajor holder ’ ! i i |
32 Commercial banks. ... ... ... 10,792 . 18,645 24.05% 2,100 1,785 1,714 1,617 1,925 2,080 1.330
a3 Finance companies 2,946 5,948 . 9. 441 671 736 847 863 1,018 1,098 1.341
34 Creditunions,............. 5,503 6,436 | 8.334 513 613 639 044 | 779 773 Job
35 Retailers ! 1,059 | 2,054 | 1.386 ‘ 144 342 - 328 15 186 196 --90
36 Savings ‘md hnu 1,085 LI 1,041 | 0. 107 94 127 88 1s ! 67
37 Gasoline companies 124 132 276 -19 --1 9 ‘ 16 -1 96 100
38 Mutual savings banks 138 ; 352 ‘ 530 47 50 49 8 104 42 - 47
B jor t £ eredit i | i
v mmajor tvpe of credi : !
39 Automobile. ! 10,465 ° 15,204 iv.557 I 1,711 I 1,604 ¢ 1,532 . 1,375 1,755 1. 7:\!’ 1,680
40 Commercial han . 0,334 9,956 10.987 1,041 957 848 759 - 839 845 - 633
41 Indirect paper. .. 2,742 5,307 | 6.471 . 0626 1 515 517 354 440 530 387
42 Direct loans. 3,592 4.649 4.516 415 442 i 331 405 | 399 1 315 246
43 Credit unions, 2,497 2,361 3.868 275 287 1 313 301 | 364 | 391 187
44 Finance companies. ........... 1,634 2,387 | 4.702 ¢ 395 | 360 37 315, 552 544 860
45 Revolving. .. oot 2,170 IK 6,248 | 7.776 LI 737 632" 346 665 S69 PER]
46 Commercial banks 2,046 4,015 6,060 498 358 380 337 | 556 [ G610 375
47 Retailers. .. ... .. 2,101 1.440 121 380 233 | -7 | 110 103 - 42
48 Gasoline companies 132 | 270 —19 i -1 9! o =1 ‘ 96 100
49 Mobilehome. . oo 565 N97 &3 79 | 72 25 I 75 70 40
50 Commercial bank 387 426 65 20 3t - 25 19 21 12
51 Finance companic - 189 ; 74 1 7 6 -2 15 1 1 7
52 Savings and loans 297 [ 310 2 I 40 27 | 46 34 10 19
53 Credit unions...ooei 70 | 87 5 6 8 6 | 7 9 2
54 Ot oin 8,872 7 13061 16,836 | 1o | n202 0 1,454 | rsos 1,604 ‘ 1680 908
55 Commercial bank 2,342 4,287 | 6.585 | 496 450 | 455 546 511 604 310
56 Finance compani 1,494 3,750 | 4,665 265 169 470 i 550 451 543 474
57 Credit unions, 2.946 | 3,505 4,379 233 | 320 318 - 337 408 373 171
58 Retailers. ... .. 1,059 : 553 54 23 -3yl 95 122 76 ¢ 33 --48
59 Savings and loant 892 814 | 731 ‘ 8, 61 . 67 | 81 ’ 54 35 ¢ 48
60 Mutual savings ban| 138 | 352 1 530 47 | 50 49 | -8 104 i 42 | —47
UThe board's series cover most short- and irntermediate-term credit Noti. Total consumer noninstallment  credit  outstanding - credit

extended to mdividuals through regular business channels, usually to
finunce the purchase of consumer goods and services or to refinance
debts incurred for such purposes, and scheduled to be repaid (or with
the option of repaying in two or more installments).

2 Includes auto dealers and excludes 30-day charge credit held by
travel and entertainment companics.

P Net change equals extensions minus liquidations (repayments, charge-
ofts, and other credits); figures for all months are seasonally adjusted.

scheduled o be repaid u\ a lump sum, including single-payment loans,
charge accounts, and service credit —amounted to $64.3 billion at the end
of 1978, $58.6 billion at the end of 1977, $54.8 billion at the end of 1976,
and $5().‘) bllion at the end of 1975, (_‘mnpurul\]c data for Dec, 31, 1979
will be published in the February 1980 Buroimin,

A Consumer installment credit series have been revised from 1943,
effective Dec. 7, 1978, Information is available from Mortgage and
Consumer Finance Section, Division of Research and Statistics.
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1.56 CONSUMILER INSTALI.MENT CREDIT  Extensions and Liquidations A
Millions of dollars
! |
' ; 1978 1979
Holder, and type of credit 19706 1977 m7g !
July | Aug, ., Sept. Oct, Nov, ec. Jun,
e I o _ 1 1
Extensions?
Llotaloo oo 211,028 254,071 298,574 25,022 25,669 25,536 25,785 26,214 26,500 25,544
By major holder: ' . : .

2 Commercial banks. . ............ 97,397 1 117,896 (42 905 12,187 1 12,255 12,123 7 12,182 12,476 12.521 12,183

3 I'inance compani 36,129 41,989 50,483 4.201 4,348 4,372 4,605 ! 4,512 4.079 4.547

4 Credit upions. . . . .. 29359 34,028 . 40,023 3.27% 1,319 3,360 31,401 1 350 s b 3

5 Retailers oo 20,447 300331 41010 0 3,477 3,725 3,718 30518 3571 30120 1505

6 Savings and loans. . 3,898 4,435 5.080 327 4315 403 560 489 Sl 481

7 Gasoline companics 13,387 4,017 16,128 1,299 1,317 1,340 1,315 1,370 1,451 1.440

8 Mutual savings banks........... 1.511 1,923 2309 200 210 215 15t 260 . 195 117

! |
By major type of credit: | ‘

9 dutomobile. .o o Cdd 7S040 889Nk 7,652 7,744 1 7,542 7,50l 7,787 7,833 1545
10 Conmmercial ban 37,8860 4(» 363 53,028 4,639 4,660 4,479 | 4.5 4,503 4,443 4.2%0
11 Indireet paper 20,576 ¢ NED] 29,336 2,554 2,562 2,519 1 2,334 2,422 2 451 2318
12 Directtoans, .. oL 17,310 2| ,214 o23.692 2,085 2,098 1,960 1.961 2,080, 1,992 1,968
13 Credit unions. . oo 14.688 | 10,616 | 19.486  1.0629 1,632 1,641 1,043 © 1,718 * 1738 1,635
14 Finance companies. ... ... ... P69 T 12,662 7 106,472 } 1,334 1,452 ; 1,422 1,513 | 1,560 1,652 1.624

: ! 1 !

IS Revolving. ..o 43,914 6,756 104,587 0 8,700 0 9.028 1 9,006 . 8846 1 9176 9. 424" vdl7
16 Commercial banks, ... .. ..., 30,547 28,256 50,531 4,320 4,346 4,457 - 4.475 4,702 | 4,814 4,799
17 Retailers. ..o oo o LB83 36,931 3,081 3,365 | 3,203 | 3,036 3,098 1 3,159 | 3,178
18 Gasoline companies. .. ..., .. . 13,387 14 617 @ 16,125 1,299 1,317 ! 1,340 | 1,335 1.376 ! 1.451 [.440
19 Mobile home. ... 0 0 .. 4,859 5,425 ¢ hting 509 531 494 604 486 ! 5002 )Y
20 Commercial bank 1,004 3,406 | 3.704 338 310 297 1 352 280 . RO 235
21 Finance companies 702 643 886 78 75 77 . 73 77 74 33
22 Savings and loans . 929 1120 1,239 78 ! 127 100 154 108 L, 88
23 Creditunions................. lod4 196 | 238 18 | 19 20 25 21 220 13
24 Othero. ..o oo i i i 86,249 UN 034 8,061 ¢ 8,366 8,495 ¥, 807 &§,765 8,740 8.213
25 Commercial banks .. 9,811 | 34,702 2,891 | 2,939 2,890 3,000 2,991 2,969 2,833
26 Finance companies IR.084 | 33125 2,799 . 2.82 2,873 3,019 2,869 . 2953 2.890
27 Credit unions, ... 17,216 1 20,299 . 1,624 ! 1,728 1,699 [,733 1,791 l 1.706 1.591
28 Retailers., ... ... 5,250 l 4,688 396 i 360 S15 482 473 . 453 1 87
29 Savings and loans., 3,365 ¢ 3811 249 ! 308 303 412 381 405 3
30 Mutual savings bank 1.9 : 2,309 200 210 21§ 151 260 195 117

Liquidations?

i ! | | | !
31 Total ..o 189,381 ° 218,793 253,508 1,556 22,037 | 21,857 22,384 22,115 : 22,100 22.483

i

By mmajor holder . : i |
32 (mnerLial tmul\\ .............. 86,605 | 49,251 [18.907 10,087 10,470 . 10,409 I 10,505 7 10,551 | 10,441 10,3823
33 . J3083 16,041 41,042 3,590 3.0612 3,528 3,742 3,494 3,581 3.206
34 ('rc(ln unions 23,756 27.592 . 3l.08Y 2.7 8 2,766 2,721 2,757 2,751 2,782 2. 881
35 Retailers! 28,388 0 36,479 | 40,233 3,333 1 3.383 3,390 3.403 3,385 3.416 3.655
36 Savings and Iu.ln 2,803 3,374 4,009 317 28 | 309 439 | 401 401 414
37 Gasoline companic . 15,263 14.485 [5.849 L3108 1,318 1.337 (,319 | 1,377 ¢+ 1. 3558 1.340
38 Mutual savings banks............ 1,373 1.571 1.779 153 l 160 166 159 | 156 153 164

By major tvpe of credit | ! | \
39 Automabile. oo oL o L 53,278 60,437 0% . 429 5,941 6,140 " 0,010 6,120 6,032 6,031 S.803
40 Commercial bank 31,552 36.407 42,041 3,598 . 3,703 3,631 3,586 3,064 - 3,598 3.653
41 Indirect paper . 17,834 19,842 1 22,865 1,928 2,047 2,002 2,030 1,982 1,921 1.931
42 Dircct loans, 13.718 16,565 19,176 1,670 | 1,056 1.629 1,550 1,682 1,677 1.722
43 Credit unions. 12191 13,755 (5,018 1,354 ! 1,345 1,328 1,342 [,354 1,347 1. 448
44 Iinance companies. ..., .. ..... 9,535 10,275 11.770 9RY - 1,092 ' 1.051 1,198 1.014 1,108 764

! i i
45 Revolving, .o oo oo 41,764 &0 SO8 - on ST N oo 8,291 | &, 384 8,500 | &5 8.555 NLOS4
46 Commiercial banks . . .. 28,501 34,241 45,471 3. 822 3,988 I 4,077 4,138 I 4,146 4,204 4,424
47 Retailers. ..o o oo 31,782 35,491 2,960 2,985 © 2,970 3,043 1 2 OKB 2,996 3.220
48 Gasoline companies. .., ....... 13,263 {4,485 15,849 1,318 1,38 1,337 1,319 1,377 1,358 1,340
49 Mobile home. ..o o oo 4.719 4,860) 5,170 | 426 452 422 579 411 431 329
50 C Ommu‘tml ban 2,994 3,079 3,278 270 290 206 377 201 274 223
s1 Finance companies. 884 832 | 812 67 i 08 71 7S 62 | 01 26
52 Savings and loans. . ERY) 823 929 76 1 81 73 108 74 81 V]
53 Credit unions, .., .. 04 126 i (st 13 I 13 12 19 14 LRI 1

| i : !
S4 Otheroo oo &9 60 72,988 N2,008 - 7,089 7,154 7,041 7079 0 7,161 I 7,061 7,308
55 Commercial ban . 21,558 25,524 28 117 2,397 2.489 2.435 2.404 2.480 2.36> 2.52%
56 Finance companies. 22,7064 24,934 28.460 2,534 2,452 2,403 2,469 2.418 2.410 2 410
57 Credit unions, .., .. Lol l3,7|l 15.920 1,391 1,408 1,381 1.396 1,383 1,391 ! 1.422
S8 vilers. ... B 28,388 4,697 | 4.742 373 198 420 3066 397 420 435
59 s and loans, | 2.076 2,551 ‘ 3.080 241 247 236 RRY| 327 20 345
60 Mutual savings banks.......... 1,373 1,571 1.779 153 | 160 166 159 156 1513 104

I ncludes auto dealers and excludes

travel and entertainment companies,

30-day charge credit held by

* Monthly figures are scasonally adjusted.

A Consumer installment credic series bave
Information is a

effect

e Dec. 7,

19738,

been revised from 1943,

ilable from Mortgage and Con-
sumer Finance Section, Division of Research and Stutistics.
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dollars; quarterly data are at seasonally adjusted annual rates.

c;h—:mo
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2 Cho e e X 1ot B e

! ; | i ‘ 1976 ; 1977 1978
Transaction category, or sector © 1973 ; 1974 | 1975 1976 | 1977 ¢ 1978 o | TR
| | HI | H2 Y ‘ H2 : HI | H2
! Nonfinancial sectors
I Total funds raised...................... '203.8 188.8 ©208.1 272.5 340.5 389.4 259.6 285.6 302.2 2 i 378.2 0 400.
2 Excluding equities. .00 0o oo 196.1 184.9 1980 261.7 337.4 387.4 245.9y 277.5 ° 30!1.0 Ly 398,
By sector and instrument: !
3 U.S. government.......... 8.3 11.8 85.4 69.0 56.8 53.7 73.5 64.5 42.6 .7 48.
4 Public debt securities . 7.9 12.0 85.8 69.1 57.6 55.1 73.4 64,9, 43.1 7 50.
5 Agency issues and mortgag 4 --.2 —.4 B | 9 - 1.4 g w3l = 9] —1.
6 All other nonfinancial sectors LS 177.00 122,77 203.5  283.8  335.83  186.0 - 221.0 E 259.6 ! .4 1352,
7 Corporate equities 7.7 3.8 10.1 10.8: 3.1, 2.1 13.6 §.0: 1.2 .4 2
8 Debt instrunients., , ., ,.... 1879 1731 112.6 0 192.6 280.6 ¢ 333.7 . 172.4 i 203.0 ' 258.5 1 3 0 349,
9 Private domestic nonfinancial sectors. .. 189.3 + 161.6 ' 109.5 182.8 271.4 310.1 168.5 ; 197.2  252.1 . L2 3]8
10 Corporate equities, .. .. 7.9 4.1 9.9 10.5 2.7 2.6 13.3 ! 7.7 .5 2
11 Debt instruments .. ... .. 181.4 157.5 99.6 172,83 - 268.7 307.5 ° 155.2  [89.5 251.6 0! 1/4.
12 Debt capital instrumen 105.0 98.0 97.8 126.8 1811 194.8 ; [17.8 135.9 163.4 5.6 204,
13 State and local obligations. ... 4.7 16,5 156, 19.0; 292, 29.6 19.3 18.7 29.3 .5 30.
14 Corporate bonds............. 9.2 19.7 27,2, 22.8 21.0 0 201 22.2 23.5 16.0 i 0 23
Mortgages: ! . I | !
15 Home........cooveiiunn.n . 46.4 34.8 J9.5s 1 63.7 96.4 ° 101 .4 56.9 , 70.5 88.5 ! . L3103,
16 Multifamily residen .o 10.4 6.9 . L 1.8 7.4 10,1 600 3.1 6.4 8.4 9.2 ¢ 11,
17 Commercial. . .. 18.9 15.1 .o 13.4 1%.4 231 13.81 129 4.2 22,6 20.3 20
18 L o 5.5 5.0 4.6 6.1 8.8 10,3 ¢ 4.9 7.3 8.9 1 8.7 | 9.3 - 1l
19 Other debt instruments oo, ©76.4 59.6 1.8 45.5 &7.6  112.7 37.4 53.6 88,2 86,9 ¢ 114.5 | 110
20 Consumer credit.....ooooon.. 23.8 10,2 9.4 23.6 35.0 50.5 ., 22.9 24.3 35.7 34.4 49.8 | 5|
21 Bank loans niecoovnnnn oo b39.8 29.0 1- 14,0 3.5 30.6 7.1 -2.7 9.6 34.0 27.2 ' 41.4 a2
22 Open market paper........... 2.5 6.6 | -2.6 4.0 2.9 4.9 5.6 2.4 1.5 2.4 i 5.2 4
23 Other.oooo oo 10.3 . 13.7 9.0 . 14.4 | 19.0 ) 202 1.6 17.3 15.0 23.0 18.0 | 22
24 By horrowing sector. . .......... .. L UM \ 160,60 " 1095 182,81 2714 1 3100 168.5 [97.2 252.1 | 290.7 302,21} 318,
25 State and local governments. . ... 13.2 ] 15.5 13.2 18.5 1 25.9: 24.9 17.6 9.5 . 22,7 29.0 21.7 1 28
26 Houscholds. ... ... .. ... 80.9 | 48.6 89.9 | 139.6 | 161.3 82.7 . 97.1 131.2 | 148.0 155.0 @ 167
27 Farm............... 9.7 " 8.7, 11.0 14.7 17.2 9.9 . 12 15.5 ) 13.8 14.6 19
28 Nonfarm noncorporat 12.8 20 5.2 12.6 7.2 4.0, 6.4 12.8: 123 2.3 14
29 Corporate. .. ....vveieininnn.nn 72.7 37.0 58.2 78.7 89.5 54.2 6.2 69,08 87.6 . 90.6 88
30 Foreign........................... 6.2 D132 20.7 12.3 25.7 17.5 23.8 7.5 17.2 17.2 34
31 Corporate equities . oo vovvnv.. ... -2 .2 .3 4 .5 3 .3 L6 L2 -8
32 Debt instruments ..o oo o 6.4 13.0 20.4 11.9 2.0 17.21 23.5 6.9 17.0 18.0 14
33 Bonds....... ... 1.0 6.2 8.5 5.0 4. 1 f 7.4 9.7 4.4 5.6 i 4.9 ' 3
34 Bank loans n.eco,ovve oot i 2.8 3.7 6.6 1.6 12,0 ¢ 5.4 7.9 -3 20 6.4 ¢ 6.2 17
35 Open market paper.............! .9 3 1.9 2.4 6.6 1.5 2.4 2.7 2.2 1.6 9
36 U.S. government loans, ........ 1.7 2.8 3.3 3.0 RIR) 2.9 3.6 RN 2.9 3.3 3
i : ! .
Finuncial sectors
i | . |
37 Total funds raised...................... . 57.6 36.4 0 1171 29.2 588 | 93.8 " 27.9 ! 30.5 61.5 I 56.2 : 102.9 84
By instrument: : ' : ‘ ! 1
38 U.S. government related. ......... v19.9 2310 13.5: 18.6 6.3 1 39.0 18.2 19.0 25.0 27.5 " 41.5 36
39 Sponsored credit ageney securities,, ... 16,3 16.6 ;2.3 . 3.3 7.0° 2206 4.1 2.6 9.5 4.4 249 20
40 Mortgage pool securities............ : 3.6 5.8 10.3 : 15.7 20.5 16.5 } 14.2 17.2 17.9 23.1 16.6 16
41 Loans from U.S. government R 71 9 -.4 1.2 i * -7 -23i 0 0 0
42 Private financial sectors. .. ... .. 37.7 3.3 =1.91 10.6 32.6 54.7 | 9.7 1.5 35.5 28.7 6.4 48,
43 Corporate equities, , . .... 1.5 3 6 1.0 .6 b -2 2.3 5. .7 1.1 I.
44 Debt instruments . oo 36.2 13.0] =2.5| 9.6 32.0 5371 10000 w2 is.0 28.0 60.3 47
45 Corporate bonds 3.5 201 2.9 5.8 10.1 1.7 | 6.4 5.2, 10.1 10.1 8.4 4]
46 Mortgages. . .. --1.2 -1.3 2.3 2.1 3.1 9 | 1.5 2.7 3.3 2.9, 2.4 -
47 Bank loans 8.9 4.6 "' =36 3.7 * P2l =26 -4.8i =2.3 2.3 .5 I.
48 Open market’ paper and 17.8 .9 —.1 7.3, 14.4 3.3 6.2 8.5 2.4 7.4 349 27.
49 Loans from l}ILHs .............. 7.2 6.7 —4.0| =2.0 i 4.3, 125 i —-1.5 -2.5 3.4 5.2 4.1 10.
By sector: 57.6 36.4 1.7 29.2| s58.8 938 27.9 30.5 . 6l1.5 56.2 7 102.9 84
50  Sponsored credit agencies. ... ... ... 16.3: 17.3 , 3.2 2.9 5.8 261 4.0 .80 7.1 1 4.4 24.9 20
51 Mortgage pools.. ... ii 3.6 5.8 10.3 15.7 . 20.5 16.5 14,2 17.2 17.9 23.1 16.6 16
52 Private financial sector. 37.7 0 13,3 —1.9 10.6 32.6 54.7 9.7 ' 1.5 36.5 8.7 614 48
53 Commercial banks 4.1 —56' —1.4 7.5 4.8 8.2 9.0 6.0 10.0 —.4 12,2 4
54 Bank affiliates. 2.2 3.5l .3 —.8 1.3 4.3 —1.3 —-.3 1.3 1.2 5.8 2
55 Suvings and loan as 6.0 6.3 =22 * 1.9  16.4 P DT | 10.6 3.1 19.7 1 13
56 Other insurance companies, .. ....... .5 9 i 1.0 9 1 9 [ 9 .9 9 1.0 1.0 i
57 Finance companies. . ............... 9.4 6.0 0 6.4, 16.9 TN 6.0 6.9] 17.4. 16.4 18.7 1 20
58 REITs. . 6.5 1 .6 1.4 2.4 -2.4 .3 =21 —2.7 . =25 | =22 | —=1.3i -1
59 Open- end investment companies, .,.,.| —1.2 -7 -1 =10} (.0 -5 =24 .4 -8 | —1.2 .6 [
60 Money market funds, .. ..o 2.4 1.3 * 2 6.9 -.5 5 mS‘ .9 53i 8
All sectors
| ;
61 Total funds raised, by instrument . ........ 261.4  225.1 | 219.8 ° 483.2 | 287.5 - 316.0 ‘ 363.7 ' 435.0 ! 481.1 l 485
62 Investment company shares........... —-1.2 -7 | ~.1 -.5| —-2.4 .4 -8 —1.2 —.0 -
03 Other corporate equities. . ............ 10.4 | 4.8 10.8 . 3.6 15.8 9.9 2.5 7.0 ‘ 3.1 4
64 Debt instrumenty 322000 20901 480.[' 274.1 : 3037 . 362,0 | 429.2 | 475.6 |4NI
65 U.S. government s 30 34,3 . 98.2 92.8 | 91.9 84.3 ¢ 70,0 | 98.6  100.4 ' 85
66 State and local obligations . 16.5 15.6 29.8 19.3 18.7 \ 29.3 29.0 28.5 30
67 Corporate and foreign bonds C13.6 23.9 36.4 2.1 36.1 38.4 30.5 41.7 32,3 3
08 Mortgages, ool 79.9 i 60.5 57.2 145.9 77.7 96.4  121.2 | 146.7 | 140.3 | 151
69 Consumercredit. .. ................ 23,8 10.2 9.4 50.5 22.9 24.3 | 35.7 34.4 49 .8 51
70 Bank loans n.e.c.. .. oL 51.6 38.3 -13.9 50,2 .1 12.6 | 28.4 35.9 48.2 © 52
71 ()pcnunarkutpdpcrdnd ..... 21.2 14.8 | —2.4 42,8 1 13.3 13.3 ' 27.6 \ 11.9 43.7 + 41
72 Otherloans............ooveeennn.. 19.1 22.6 8.7 Jo.1 - 12,9 17.7 | 19.2 31.0 1 35.4 | 36
! ! | i .

o
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1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKITS
Billions of dollars, except as noted; quarterly data are at seasonally adjusted annuai rates.
f 1976 77 i 197%
Transiaction category, or secor 1073 1974 1975+ 1976 1 1977 1978 | . i |
: | |
pe b e o e e
1 Total funds advanced in credit markets to
nonfinancial sectors. ... ... ... . ... 196,11 184.9  198.0 261 i 337.4  387.4 2459 277.5 ¢ 301.0 ]
By public agencies and foreign:
2 Total net advances......... ... ... RPN 52,6 44,3 54.5 NS 00N 49.7 - 69.3
3 U.S. government securities. . 9.5 . 11,9 R 26,8 40.2 0 431 24 .4 - 27.2
4 Residential mortgag e 8.2 14.7 16,2 2.8 20.4 1 24.0 1.8 20,0
5 FHLB advances to Ls. . 7.2 6.7 - 4.0 2.0 4.3 . 12,5 1.5 1.4
6 Other loans and securities. ... .. . v.2 19.4 9.5 16,9 20.5 22.6 15.0 8.6
Totals advanced, by sector I !
7 U.S. government . .8 9.7 15,1 8.9 1,8 . 183 6.3 6.1
8 Sponsored credit agenci . 21,4 25.0 14,5 20,6 26,9 44.0 20.0 26.7 »
9 Monetary authorit 9,2 6.2 8.5 9.8 7.1 | 7.0 13.7 10,2
10 Foreign . L0 1.2 (O] 15.2 39.5 1 33,8 9.7 26.4
11 Agency borrowing not included in line 1., 19,9 231 135 18.06 26.3 39.0 18.2 25.0
Private domestic funds advanced I .
12 Total net advances. R 82,0 155,38 167,38 225,70 278,02 423500 2044 2371 2568 0 2997  4[4.8 . 33005
13 U.S. g.(»\g,rmnull seeur 18.8 22.4 75.7 01,3 44,11 497 67.5, 55,1 42,8 1 45.4 | 517" 410
14 State and local obligations 14,7 16.5 15,6 19,0 29,21 29.0 19,31 18.7 293 29.0 28.5 0.8
15 Corporate and foreign b(md\. 10,0 20.9 i2.8 30.5 22,3 0 234 28,0 32} 17.2 27.3 22.4 2403
16 Residential mortgages. ... .. 48 .4 26.9 232 52,7 . 83.2 869 45.6 59.7 74.9 91.6 84.9 . KB.Y
17 Other mortgages and loans . 97,2 75.4 16.1 60,4 | 103.7  146.0 51,9 68.9 1 96,0 111.5 135.4 \ 157.8
18 Pass: FHEB advances. ..o a s i 7.2 6.7 - 4.0 =20 4.3 2.5 -1.5 -2.5 ‘i 3.4 5.2 | 4.1 109
Private financial intermediation . ! }
19 Credit market funds advanced by mlmn' ' !
financial institutions. ... ...... . 1654 126,20 1199 1912 2490 | 2896 - 174,40 2079 0 M1 25800 O88 T 1 065
20  Commercial banking, 86.5 64,5 27.06 58.¢ i 85.8 1 119.2 ! 46.6 69.4 | 81.1 90,5  120.4 | 17,9
21 Savings institutions, 36.9 26.9 52.0 71,41 B4.8 79.1 70.5 72.4 ¢ 853 84.3 1 77.2 31.0
22 Insurance and pension funds. ., . L2319 30.0 41,58 51.7 7 62.0 7.4 53.2 50.2 60.3 ‘ 63.7 1 69,4 73,4
23 Other finance. ..o ii oo 18.0 1 4.7 1.1 10.1 16.9 19.9 4.2 159 4.5 19.4 6.6 0 2312
; ; i
24 Sources of funds. .. o000 o000 oo P loS.d 126,20 1YY 91,2 249.6 i 286 1744 ‘ 207.9 2411 258 .0 282,71 2055
25 Private domestic deposits, . ... .. 86.6 69.4 90,06 21, 1360 ;1245 | 108.3  134.6: 127.0 145.0 11y.4 129,06
26 Credit market borrowing, ... ......... 36.2 12,0 - 2.5 9.6 . 32,0 ¢ 537 10.0 9.2 . 36,0 28,0, 603 47 .0
! H
27 Other sonrces, 42.5 43,8 Ry 60,1 N6 T4 56.1 641 7 w5 104000 1180
28 f-oreign fund 5.8 16.8 9 s.1 1.6 15.7 7 9.5 70 224 4.0 7 27,8
29 Treasury balances .. .o -.51 1.7 N 4.3 9T 2.8 2.5 1.y 10.4 N | Q0.1
30 Insurance and pum«\n ruu\t.\ e 18.4 26,0, 29.0 14,8 48.0 1 5701 35.8 33.8, 45.5 50.4 559 38.2
31 Other, netoa, oo oo i 19.4 | G0 g 2003 | 17.8 20901 (7.2 23.4 % 33,7 1.9 \ 44.9 3.1
Private domestic nonfinancial investors | : i .
32 Direct lending in eredit markets ... 528 2 44.9 44,1 60.6 877 Su.0 0 3847 5160 69.6 | 914 N0
33 .S, government securities ., . 19.2 17.5 23,0 19.06 24.6 | 331 ! 25.0 Mo 1401 35.2 0 36,3 300
34 State and local obligations. . . 5.4 9.3 8.3 6.8 9.1 8.8 | 7.6 6.0 8.2 10.1 10.8 \ 0.8
35 Corporate and foreign bonds. 1.3 4.7 . 8.0 1 2.1 L.l -.9 2.9 1.3 4 .8 - Z.0 .8
36 Commercial paper....... I8.3 2.4 8 4.1 9.5 27.8 4.8 3.4 3.0 6.0 26.8 1 209
37 Otheriaeo i 8.0 8.2 6.4 (.S - 16.2 18.8 9.7 i 13.5 15.9 | 16.5 i 1§.2 19,5
|
38 Deposits and curreney. oo o000 Y .6 75.7 968 2NN 1443 | 13808 5 14,8 0 143.3 182.6 (56,0 1 12y 5 1480
39 Time and savings accounts. 76.1 66.7 S48 112,2 120.1 | 117.8 ( 995 (25,0 | 1t0.S 1297 v 112 12505
40 Large negotiable CDs, .. 181 18.8 |- 14,1 - (4.4 9.3 i 138 1 -19.8 I I T A Y 229 10,3 17.3
41 Other at commercial bank 29,6 26,1 9.4 58.1 41.7 + 42.8 ‘ 52.0 64,3 1 45 : 45.0 40.5
42 At savings institutions. . ... .. ... 28.5 21.8 59.4 0 68.5 . 09.l ol.3 67.3 09.8 69, . 549 ’ 07.7
43 Money. . oo e |44 N.Y 12,0 16,6 ‘ 4.2, 15,9 4.8 0 Iy, 4 22 [T L% B B SL
44 Demand deposits 1 10.5 2.6 5.8 9.3 15.9 6.6 3.9 9.6 6.5 9,21 4.1
45 CUrreney.ovn oo 3.9 0.3 6.2 7.3 8.3 9.3 ;6.0 | 8.0 5.6 1.1 8.5
46 Total of credit market instruments, de- ! ‘ ’ I !
posits and curreney. ... 143.4 . 117.8 141.6 172.9 204.9 ° 221.5 ‘ 164.3 181.6 } 184.2  225.6 220.9 | 222.0
47 Public support rate (in per cent). .. ... D7) 2850 2240 20080 253 20050 2002 204, 2300 27.2: 275 |2
48 Private tinancial intermediation (in per H ) . i ! |
cent). . .. o0 ] 813l 7170 8470 8970 895 803 87.7 . 93.9 | w60t 9001 | 88
49 Total foreign fu e e : 6.4 , 28.0 7.0 20,3 . 51,01 492 10,4+ 30,1 27.1 75.1 \ 30.4 08.0
Mimo: Corporate equities not included ! ‘ _ . [ :
above i : ;
50 Total BELISSUES . v v v v 9.2 4.1 10.7 11.9 3.8 3. 13.4 . 10.4 1.7 5.8 | 2.5 3.8
51 Mutual fund shares, . ... ... . ..., 1.2 -7 | 1.0 - 1.0 S 2.4 .4 —.8 - 1.2 | L6 4
52 Other equities . . oo v e 10.4 4.8 1.8 12,9 4.8 3.0 1S.8 9.9 2.5 7.0 R 4.2
53 Acquisitions by financial institutions. ., ...© 3.3 5.8 9.7 12,5 | 6.2 4.9 130 12,0 6.1 6.3 1.7 ’ 8.0
54 Other net purchases... ... ... . ) 4.1 1.6 1.0 -7 ‘ -2.4 ’ 1.7 ] IR --1.06 -4.4 -5 .8 4.2
! i :
NOTES BY LINE NUMBER, 29, Demand deposits at commercial banks.
1. Line 2 of p. A-44, 30, Excludes net investment of these reserves in corporate equities.
2. Sum of Imes 3-6 or 7 10, 3. Muainly retained carnings and net miscellaneous liabilities.
6. Includes tarm and commercial mortgages. 32, Line 12 less line 19 plus Gine 20.
11, Credit market tunds raised by federally sponsored credit agencies, 33 370 Lines 13 17 less amounts acquired by private finance. ine 37
and net issues of federally related mortgage pool securities. Included includes mortgages.
below in lines 3, 13, and 33, 45, Mainly an offset to line Y.
12, Line | less line 2 plus line T Also line 19 less line 26 plus tine 32, 46. Lines x]us A8, or line 12 less line 27 plus line 45,
Also sum of lines 27, 32,39, and 47. lLine 2
17. Includes farm and commercial mortgages, 48, Line 19/ llnc l"
25. Sum of lines 39 and 44, 49. Sum of lines 10 and 28,
26. Excludes equity issues and investment company shares, Includes 50, 52, Includes issues by financial institutions.
line 18. No1r. bull statemients For sectors and  transaction types quarterly,
28, Foreign deposits at commercial banks, bank borrowings from foreign and annually tor flows and for amounts outstanding, may be obtained

branches, and linbilities of foreign banking agencies to foreign atf-

filiutes.

from Flow of Funds Section, Division of Rescarch and Staustics,
of Governors of the Federal Reserve System, Washington, D.C. 20551,

Bourd


http://Olher.net
http://I02.ii
http://I3S.ii

A46 Domestic Nonfinancial Statistics (- March

1979

2.10  NONFINANCIAL BUSINESS ACTIVITY Sclected Mcasures
1967 = 100; monthly and quarterly data are seasonally adjusted. Exceptions noted.
1978 1979

Measure 1976 1977 1978» L

July Aug. Sept, Oct, ’ Nov, Dec Jan. ' Feb,

—_ _— — —_— - i - : .
I Industrial production. .. ........coviiin i 129.8 | 137.1 | 145.2  146.1 | 147.1 | 147.8 | 148.7 | 149.6 | 150.8 ’ 150.8 | 151.2

: : |
Murket groupings: ! !
2 Products, total .o .o oov i 1293 VU371 | 1443 | 145.0 | 146.2 | 146.5 147.0 | 1477 | [48.9 1 [49.1 | 149.6
3 Final, t(ldl 127.2 1349 | 141,4 | 142,2 | 143.3 | 143.7 144, | 144.5 | 145.5 | 145.6 | 146.0
4 (onsumu goods 136.2 1 143.4 | 147.4 | 147.7 | 148.4 | 149,0 + 149,2 ; 149.7 | 150.7 | 150.5 | 150.5
5 LEquipment..... 114,6  123.2 | 133.1 134.7 | 136.3 | 136.4 | 137.0 | 137.3 | 138.5 | 138.9 139.8
6 Intermediate, .. ... 137.2 1 145.1 155.3 | 155.6 | 156.4 | 157.0 | 158.0 1 159.3 | I61.6 | 162.6 | 162.9
7 Materials. oo oioiiii it e 130.6 , 136.9 | [46.5 | [47.9 | 148.0 | 149.7 | 151.4 l 152.7 { 153.6 : 1S3.4 . 153.8
! i
Industry groupings: :
ManutactUring, v i e iu e i iinnnensenns 129.5 | 137.1 145.6  146.7 | 147.6 | 148.7 | 149.5 ! 150.4 | 1S1.8 | I151.9 | 152.4
Capacity utilization (percent)! |

9 Manufacturing s 80.2 82.4 84,2 84.7 85.0 85.3 85.5 ¥5.8 86,3 86.0 8640
10 Industrial materials indus 80.4 81.9 84.9 85.7 85.4 86.3 87.1 87.06 88.0 87.5 87.6

IL Construction Contracts2 .. v iinee e ienvnaans 190.2 [7160.5 | 174.3 1173.0 ["177.0 |7182.0 {r193.0 | 173.0 ] 184.0 [ 181.0 n.a
12 Nonagricultural employment, total3............... 120.7 | 125.0 | 130.3  130.8 | 130.9 |} 131.0 | 135.6 | 132.3 | 133.5 ! 132.9 | 133.4
13 Goods-producing, total 100.2 1 104.2 [ 108.9  109.4 | 109.2 1 109.3 | 110.1 Lo | 1.7 112.0 | 12,2
14 Manufacturing, total. e 97.7 1 101.0 | 104.5 104.4 | 104.3 | 104.3 | 105.1 105.9 1 106.6 | 107.0 | 107.4
15 Maunufacturing, produuum ‘worker . . 95.3 : 98.6 | 102.1 101.8 | 101.6 | 101.6 | 102.4 ! 103.5 | 104.3 | 104.8 | 105.3
16 Service-producing. ..ot 130.9 ) 136.4 | 1421 142.5 ) 142.8 | 1429 | 143.4 ; 144.0 | 144.2 | 144.4 | 145.0
17 Personal income, total*. ........................ 220.4 | 244.0 ) 272,5 274.4 | 276.3 | 278.4 | 282.2 | 285.0 | 288.5 | 289.7 n..
18  Wages and salary disbursements. 189, 3 | 230.1 | 257.5 259.2 | 260.0 | 262.0 | 266.1 | 268.8 | 271.5 | 274.3 na.
19 Manufacturing. . ... 177.1 1 198.6 | 223.6 - 224.9 § 224.5 | 226.4 ' 230.3 | 234.8 | 238.0 | 239.7 n.a.
20 Disposable personal income. oo, 217.5 | 239.3 ‘ 266.5 | ....... 26907 | 2777 oo n.a.
21 Retail salesS. .. i i 203.5 1 224.4 1 248.0 2449 [ 251.7 | 253.5 | 257.5 ] 2062.0 | 265.3 | 266.3 n.i.

Prices:6 !

22 Consumer7. oot it i, 170.5 | 181.5 | 195.4 7 196.7 | 197.8 } 199.3 | 200.9 | 202.0 | 202.9 , 204.7 n.a.

23 Producer finished goods8 170.3 | 180.6 i 194.6 1 196.0 ° 195.3 | 196.9 ' 199.7 | 200.6 | 202.4 | 205.3 | 207.4
I

I Ratios of indexes ot production to indexes of capacity, Based on data
from Federal Reserve, McGraw-Hill Economics Department, and De-
partment of Commerce.

2 Index of dollar value ol toral construction contracts, including
residential. nonresidential, and heavy engineering, trom McGraw-Hill
Informations Systems Compuany, F. W, Dodge Division,

Y Buased on data in Epiployment and Farnings (U.S. Department of
Labor). Series covers employees only, excluding personnel in the Armed
Forces.

4 Bused on data in Survey of Current Business U.S. Department of Com-
mcru) Series tor dl\[“‘ﬁ\dhly income is quarterly.
ased on Bureau of Census data published in

Survey of Current

Review (LS. Department ot Labor). Seasonally adjusted data tor changes
in the price indexes may be obtained from the Bureau of Labor Statistics,
U.S. Department of Labor,

7 Beginning Jan. 1978, based on new index for all urban consumers.

5 Beginning with the November 1978 BuLieTin, producer price data
in this table have been changed to the BLS series for producer finished
poaods, The previous data were producer prices for all commodities.

NoTE. Basic data (not index numbers) for series mentioned in notes
3, 4, and 5, and indexes for series mentioned in notes 2 and 6 may also be
tound in (In Survey of Current Business (1.8, Department of Commeree).

tigures for industrial production for the last two months are preliminary

Business (U.S. Department of Commerce), and estimated, respectively.
6 Data without seasonal adjustment, as published in Alonthly [ abor
2.11 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION
Seasonally adjusted
l 1978 i 1978 1978
Series oo [ B e . R
Ql ‘ Q2 Q3 ‘ Q4 Ql Q2 ‘ Q3 Q4 QI Q2 Q3 } Q4
——— _——— ,——— —— [— —_—— . - - —_— - | —_— ) - —_—_—— . - - . __‘. =
Qutput (1967 = 100) iCapacity (percent of' 1967 output) Utilization rate (percent)

I Manufacturing. .................. ... 139.8 | 144.4 ‘ 147.7 150.6 | 170.3 | 172.0 | 173.7 | 175.4 82.1 84.0 85.0 89.5
2 Primary processing..........oveenaan. 148.2 | 154.1 | 158.2 162.0 | 176.& | 178.5 | 180.2 | 181.9 83.8 86.3 87.8 89.0
3 Advanced processing. . ... 135.4 | 139.3 | 142.1 144.5 | 166.9 ! 168.5 | 170.2 | 171.8 §1.1 82.7 83.5 84.1
4 Materials. . ...oooii i 139.2 | 145.1 | 148.7 + 152.6 | 170.4 | (71,7 | 173.0 | 174.2 81.7 84.5 86.0 87.6
5 Durablegoods,..............o L 137.9 1 144.0 { 150.4 | 155.3 | 174.0 | 175.2 | 176.3 § 177.4 79.3 82.2 85.3 87.5
6 Basicmetal.......... ... 10.5 | 117.5 7 124,6 | 129.5 | 145.8 | 146.1 | 146.5 | 146.8 75.8 80.4 85.1 88.2
7  Nondurable goods......... 158.0 | 163.2 | 163.2 | 166.8 | 182.3 | 184.4 | 186.5 | 188.5 86.7 88.5 87.5 88.5
8 Textile, paper, and chemical 163.1 [ 167.7 | 168.4 | 172.1 | 190.8 | 193.1 195.4 | 197.5 85.5 86.8 86.2 87.2
9 Textile. TIS.3 | 1170 | 117.3 | 119.4 | 143,5 | 144.1 | 144,7 | 145.2 §80.3 R1.2 81.0 82.2
10 Puper | 136.5 | 139.7 | 134.8 | 136.9 | 153.6 | 154.8 | 155.8 | 156.9 §8.9 90.3 86.5 87.2
11 ~ Chemica . i 194.9 | 201.4 | 204.4 | 209.5 | 226.6 | 230.1 | 233.5 | 236.8 86.0 87.5 87.5 88.5
L T P 1 9.1 ) 125.5 | 127.0 ) 128.5 | 147.2 ) 147.8 | 148.4 | 148.9 80.9 84.9 85.6 86.3
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2.12 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT

Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.

1978 ' 1979
Category 1976 1977 1978 ‘ o
1
\ Aug, Sept. Oct, Nov. ‘ Dec. ; Jan. I Feb,
Household survey data

e — - —— . . ——— — -
1 Noninstitutional population!........ 156,048 | 158,559 ! 161,058 | 161,348 | 161,570 | 161,829 | 162,033 \ 162,250 | 162,448 ! 162,633

2 Labor force (including Armed | !
orces) ! 96,917 99,534 I 102,537 | 102,785 | 103,097 | 103,199 | 103,745 ! 103,975 | 104,277 | 104,621
3 Civilian labor force,. 94,773 | 97,401 ! 100.420 | 100.663 | 100.974 | 101.077 | 101.628 ‘ 101.867 | 102.183 | 102.527

Employment: |
4 Nonagricultural industries2.....! 84,188 87.302 i 91.031 91.372 91,604 91.867 92.476 92.468 93,068 93.335
5 Agriculture.......... oL 3,297 3,244 | 3.342 3.351 3.406 3.374 3.275 3.387 3.232 3.311
Unemployment: ; ;

9 Number..............coooun. 7,288 6,855 | 6.047 5.940 | 5.964 5.836 5.877 6.012 5.883 5.881

7 Rate (percent of civilian labor ’ ! .
2220 N 7.7 7.0 6.0 5.9 3.9 5.8 3.8 5.9 5.8 5.7
8 Not in labor force................. 89,130 | 59,025 \ 58,521 58,563 58,473 58,630 | 58,288 ' 58,275 58,170 | 58,012

H | I
Listablishment survey data+
] —_———

9 Nonagricultural payroll employment3 | 79,382 | 82,256 | 85,763 | 86,149 | 86,163 | 86,573 87,036 | 787,281 | “87,465 | 87,766
10 Manutacturing, ... ..., 18,997 19,647 | #20.332 20,278 20,286 20.436 20,601 720,729 | ©20,812 | r20.885
11 Mining. . ......... 779 809 7837 887 887 893 903 904 908 »916
12 Contract construction 3,576 3.833 4,212 4,298 4,298 4.341 4,368 4,397 4,379 r4 348
13 4,582 4,696 4 859 4,840 4,855 4.922 4,947 . r4.967 4 .962 4 998
14 17,755 18,492 | 719,394 19,523 19,546 19,632 19,701 ! 19,697 | »19,797 | »19.927
15 4,271 4,452 4,076 4,707 4,719 4.737 4,774 74 789 4 811 "4 8§20
16 14,551 15,249 | r15.979 16,074 16,127 16,169 16.270 | r16.327 | »16.315 | »16.378
17 14,871 ( 15,079 | 715.476 15,536 15,445 15,443 15.472 | 715.471 »15.481 ! 15,486

! Persons 16 years of 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 ot monthly figures. By definition, seasonality
does not exist in population figures. Based on data from Employment
and Earnings (U.S. Dept. ot Labor).

2 Includes selt-employed, unpaid family, and domestic service workers.,

Y Data include all tull- and part-time employees who worked during,
or received pay for, the pay period that includes the [2th day of the
month, and exclude proprietors. self-employed persons, domestic servants,

unpaid family workers, and members of the Armed Forces. Data are
adjusted to the February 1977 benchmark. Based on data trom Fmploy-
ment and Farnings (U.S. Dept. ol Labor).

4 The establishment survey data in this table have been revised to
conform to the industry detinitions of the 1972 Standard Industrial
Classification (SIC) Manual and to reflect employment benchmark
levels for March 1977, In addition, seasonal tactors for these data have
been revised, based on experience through May 1978.
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2.13 INDUSTRIAL PRODUCTION

Monthly data are seasonally adjusted.

Domestic Nonfinancial Statistics © March 1979

Indexes and Gross Value

2
3
4
5
6
7

1967
Grouping pro-
por-
tion
MAJOR MARKET
Totalindex. ... ... ... ... . ... .. ... 100.00
Products. . ... 60.71
Final products. ... .................... L. 47.82
Consumer goods. .............. . 27.68
Lquipment. . ... 20.14
Intermediate products. ... .. S 12,89
Materials. ... ... oo oo I 39.29
Consumer goods
Durable consumer goods .. ... ... . ... ... ... 7.89
Auromotive products . 2.83
Autos and utility vehicles. .. .. . | 2.03
AULOS. .o v oo 1,90
Auto parts and allied goods. . .......... . 80
Home goods. ..o ‘ 5.06,
Appliances, A/C,and TV........ .40
Appliances and TV. .. .. l. }3‘
Carpeting and furniture. . .. .. 1.071
Miscellaneous home goods. .. .......... 2,59
Nondurable consumer goods ... ......... .. ... ! 19.79
Clothing . . 4.29
Consumer staples <o 15,50,
Consumer foods ‘ 8. 33i
Nonfood staples............. ... 7.17:
Consumer chemical products. | 2.63
Consumer paper products . . 1.92
Consumer energy products 2.62
Residential utilities. ........... ... | 1.45‘
Equipment [
Business.. ... . o o o 12. 63[
Industrial, . ... ... . ... . 6.77
Building and mining. . ............. . ... I 1. 44
Manufacturing, ... ... 3.85
Power. .. ... ... .. e o 1.47
Commercial transit, farm. .. ... ........ ... l 5.86
Commercial 3.26°
Transit.... ... ... .. 1.93;
Farm. .. ... ,67i
|
Defense and space. ..o o0 0 oo K 7.5N
| H
Intermediate products ! l
Construction supplies. . .............. 6.42
Business supplies. ......... .. L 6.47
Commercial energy products, .. ... ... 1.14
Materials
Durable goods materials. .. ................. 20.35
Durable consumer parts I 4,58
Equipment parts. ... 5.44
Durable materials n.e 10.34
Basic metal materials. . ... 5.57;
Nondurable goods materials . . ........... ... | 10.47
Fextite, paper, and chemical materials 7,62
Textile materials. ... ... 1.85
Paper materials. . ... ... ... S 1.62
Chemical materials. ... Y415
Containers, nondurable. . .......... ... .. Y70
Nondurable materials n.e . . 1.14
Energy materials . ...... .. . .. B.48
Primary energy.......... ... .. .. 4.65
Canverted fuel materials .. ... ... ... | 3.82

Supplementary groups | |
Homie goods and clothing. ............. .. .. 9.35

Energy, total I2,23\
Products. ... 3.76

Materials. ..o sl
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2.13 Continued
i ! ‘
1967 ‘ L1977 1978 1979
Grouping SIC : pro- | 1978 _ I - - I [
code | por- : aver- ' | |
tion ‘ age” ‘ Dee. ! Jan. I| Feb, © July | Aug. | Sept. | Oct. \Nov,"i Dee. ; Jan.” | Feb.«
Index (1967 -= 100)
MAJOR INDUSTRY J— S —_— - _—— e e o e _
1 Mining and utilities....................|...... 12.05| 141.5 133.9| 137.4| 137.7] 142.6 142.5, I42.I| 144./\ 144.5) 144.7| i43.4| 143.]
2 ini 6.36] 124.2 113.4| 115.0| 114.4| 127.1| 126.0| 124.1, 127.6] 128.1] 127.5)...... 1221
3 5.69 160.9 156.7! 162.3| 163.5| 159.9| 160.8| 162.3| 162.4| 162.9| 163.9| 165.2| 166.4
4 3.88)...... 175.9; 183.6) 184.3] 182.1| 183.2] 184.4| 184, 1] 185.0l......|......0......
S Manufactitring. ... ..ccoueiiii e 87.95| 145.6, 140.5| 138.7] 139.4| 146.7| 147.6| 148.7. 149.5) 150.4) 151.8| 151.9) 152 .4
6  Nondurable.... 35.97| 154.8| 150.9 149.8| 150.6| 155.0| 155.6| 157.1| 157.4| 158.5| 159.4! 160.3| 160.8
7 Durable............. ... 51.98‘ 139.3] 133.4; 131.1) 131.5| 141.1] 142.2| 142.8| 144 0| 144.8| 146.5] 146.0| 146.7
Mining i i
8§ Metal.. ... ... 10 ST 121,00 104,3) 1214 11990 117.0; 117.9) 115.6) 122.1; 125.3
9 . F i, 12 691 115.8] 74.6! 54.8| 56.5; 131.7| 124.9| 114.7| 144.0| 145.1
10 S exXtraction. ... ... .ou.ua.. 13| 4.40 124.7] 118.4 121.1] 120.4| 126.8| 126.2| 124.9] 124.5| 124.9
1l Stone and earth minerals. ........... 14 V75 130000 126.5; 130,05 1291 131.3] 131.6] 133.8] 134.0' 132.9
Nondurable manufactures ,
12 Foods....oooooiin i 20| 8.75 142.9| 140.4| 139.3| 140.8| 142.9] 144.0| 144.4| 143 2| 144.2| 145.5, 145.9|. .. ...
13 Tobacco productS.........ccvenvun.t 21 .67 119.1] 120.6! 113.4| 117.7| 120.8| 118.6| 120.6| [19.0 .S .
14 ‘Textile mill products................ 22| 2.68 140.00 143.7: 137.1| 136.4| 141.0| 139.5| 142.2' 1421 .9!
15 Apparel productS. ... ..o iiiaa.. 230 3.31...... S 125.8: 118.6] 121.1] 124.5| 127.2| 130.9| 130.6
16 Paper and products., .......c.vunnn. 261 3.21 144.4: 138.6; 139.9: 143.9| 140.5| 141.9| 142.3| 145.8
17 Printing and publishing.............. 27| 4.72 129.9] 127.5| 129.9| 128.3] 130.3| (29.5| (31.0| 130.5
18  Chemicals and products............. 28] 7.74 190.7| 183.0! 184.4| 183.7| 192.3| 192.2: 194.2: 195.9
19 Petroleum products................. 290 1.79 144.2 139.3 139.7: 139.0| 144.3| 144.1| 147.1| 147.9
20 Rubber and plastic products. ........ 301 2.24 254.7: 240.1| 238.7| 240.0; 259.1| 261.1| 263.1| 264.1
21 Leather and products., .. ............ 31 .86 T4.10 77.3) 74.5) 73.0) 74.5. 74.0 74.l' 73.8 .
Durable manufactures ‘ i i i
22 Ordnance, private and government....|{ 19,91 3.64; 73.70 73.8 72,3| 71.2| 75.2| 75.2| 74.3| 73.9 73.6| 74.00 73.6| 73.5
23 Lumber and products ., . ....... ... 24; 1.64] 138.9] [38.1| 138.5] 135.5| 138.1| 136.9] 139.2] 141.2! 142.5| 146.3 146.5... ...
24  Furniture and fixtures. . ... 250 1.37] 154.7| 146.6| 146.4] 150.17 158.1] 159.0| 160.7| 160.9| 157.6| (56.7| 157.8!.. . ..
25  Clay, glass, stone produets. . ......... 32| 2.74| 159.2] 152.1] 152.2| 152.6| 158.8] 159.5| 160.9| 162.1| 166.3| 167.7| 168.3... .. .
26 Primary metals. .. ... 330 6,57, 119.1: HIL.0[ 107.4] 106.2] 123.0] 126.0] 127.9] 128.6. 129.0{ 131.0f 124.0| 124.3
27 Ironand steel.................... 331,2 4.2]‘ 113.2’ 103.8| 99,5 96.3: 119.0{ 120.9] 123.2] 123 8l 12411 125.9] 115.2].... .
28 Fabricated metal products. .......... 34| 5.93 142‘6| 136.4; 136.9! 136.9| 144.0| 145.8] [46.3] 146.0( 146.9; 149.0| (50.8] 15].5
29 Nonelectrical machinery............. 350 9.15; 155.6° 151.7] 150.1] 150.1| 156.1| 157.3, 158.7] 160.3| 160.3| 161.8; 162.5 163.8
30 Electrical machinery................ 36: 8.05| 154.3] 147.3| 144.0| 146.4| 157.9| 156.9| 158.3| 157.9| 159.0| 161.9| 163.7| 165.2
31 Transpnrt;tion equipment........... 37 9,270 130.5] 122.2; 116.2] 118.40 132.1| 133.4] 132.8] 137.0] 139.3| 139.4| 138.0| 137.9
32 Motor vehicles and parts. . ........ 371 4.50: 168.3] 161.8| 146.6| 153.1] 169.7: 171.0" 168.9] 176.8: 180.8| 179.5| 174.4| 172.2
33 Acrospace and miscellaneous trans-
portation equipment. .........| 3729 4.77) 94.9i 84.9] B87.6| 85.8| 96.5| 98.3] 98.9| 99.6| 100.2; 101.7! 103.7) 105.4
34  Instruments............. 38 20110 171.6! 164.7] 163.4| 163.5| 172.2| 175.4| 174.6| 175.3| 172.2] 179.5| 180.8| 182.5
35 Miscellaneous manufactures.......... 39 L.50| 153.3] [52.5| 153.0| 151.8| 153.2| 153.8| 154.1| 153.9| 152.1| 153.8] 153.9] 153.3
Gross value (billions of 1972 dollars, annual rates)
MAJOR MARKET — - e - . -l _
36 Products, total . . ........ ... ... ... . b 1507.4| 609.4) 594.7| 582.0| 591.2] 610.3| 613.3; 613.6' 62|.3| 625.3| 630.7| 629.9] 630.3
37 Final. ... oo 0 e 1390.9 469.1| 458.7| 445.1| 454.4| 469.6| 472.2 471.8 478.8° 481 .61 484 .8 4%3.0| 483.9
38 Consumer goods, ..o b, 1277.5) 324.1| 320.4) 311.2| 318.6| 323.4) 324.7| 324.4| 328.1] 330.8| 332.4] 330.7] 330.3
39 Equipment...........oooiiiod]eeenn 1113.4] 145.2] 138.2) 133.9| 135.8| 146.4| 147.5. 147.7; 150.6| 150.9]| 152.3 ISZ.I‘ 153.3
40 Intermediate. . ... 1116.6] 140.4| 135.9| 136.7| (37.0| 140.7| 141.4| 141.9| 142.6 I44.0i 146.0 l46.9| 146.7
|

11972 dollars.

NOTE. Published groupings include

some series and subtotals not

shown separately. For description and historical data, see Industrial
Production—1976 Revision (Board of Governors of the Federal Reserve
System: Washington, 1D.C.), December 1977,
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2.14 HOUSING AND CONSTRUCTION
Monthly figures are at seasonally adjusted annual rates except as noted.
! H
! ? 1978 1979
1976 1977 1978 } i
Item . f ! :
. | July | Aug, ‘ Sept. QOct. Nov i Dec.” Jan.
Private residential real estate activity
(thousands of units)
— _i N ’_!—‘ T - —_— T
NEW UNITS | |
1 Permits authorized................. 1,296 tl.677 1.65y 1632 1,563 [.731 11,729 1.724 1.664 1,363
2 1-family. 894 126 1,078 1.035 1,020 ¢ 1,092 i A ER 1. 114 1,149 864
3 2-or-more 402 551 SK1 | 597 543 | 639 592 610 515 499
B S1arted . oo e 1.54% ‘ 1,Y86 2,01y | 20104 0 2004 12,024 12,054 12,107 2,062 1,656
5 I-family. . 1.16% 12451 124330 11,455, 143t | 01,432 | rad36 | 01,502 1,529 1,136
6 2-or-more-family 377 ‘ §3s 586 | 0666 585 612 630 597 533 520
T Under construction, end uj pcrwd 1 1,147 | 1,442 ‘ 1,355 | '1.301 1303 PRIy [.320 [ 437 [,455 1,378
8 1-lamily 055 829 1.378 781 786 784 1781 r791 802 "§21
9 2-or-more-family 492 \ R} 553 7520 r$17 526 539 545 553 550
10 Completed..o...ooooviviviianann.. [.362 1.652 I 1,866 1,928 1,948 1,90 11883 885 1,872 1,814
11 I-family.. 1.026 1,254 1.368 11,320 1,303 1,370 '1.414 1,375 1,405 1,314
12 2-or-more-family RRIN 398 | 4938 608 1584 '530 468 ‘510 467 500
13 Mobile homes shipped............. 246 277 | 276 232 283 272 286 1280 303 303
Merchant builder activity in
1-family units: i
14 Numbersold. ... .o iuivnennn 639 819 | 817 8§29 778 1796 900 811 q14 776
15 Number for sale, end of pcnodl ..... 433 407 423 ‘417 418 317 1407 412 415 414
Price (thous. of dolldrs)2 '
Median:
16 Unitssold... ...t 44.2 48.9 55.9 54.8 56.1 57.3 58.3 S58.8 59.9 60.3
17 Umt\ forsale...oooveiininnnn. 41.6 48.2 1 n.a. n.a. n.a., n.a., n.a. n.a. n.i. n.a.
13 Umts sold ................ . 481 54.4 : 62.7 062.9 63.0 64.4 | ... 106.2 67.2 68.0
EXISTING UNITS (1-tamily) i
19 Number sold 3.002 ! 3.572 ‘ .905 3,890 4,080 3,950 4.290 4,350 4,160 2710
Price of units
dollars):?
20 Median.....oooiiiiii e 8.1 42.9 48.7 49.4 50.3 50.2 50,1 ¢ 50.7 50.9 52 ¢«
21 Average. .. ovviiiiiiii e 42.2 47.9 ‘ 55.1 56.5 57.5 57.7 57.3 | 57.4 S8.1 59.8
i ' | '
Value of new construction 4
(millions of dollars)
R ,__ -— - . T, - -
CONSTRUCTION ! H |
|
22 Total put in place. . ............... 148,778 | 172,552 | 201,538 | 210,192 | 208,724 | 209,227 |+209,815 |/212,764 |'215,741 | 208,110
23 Private. 110,414 | 1347 156 801 | 161,804 | 160,562 | 161,258 |7161,909 [1{64 851 |"108,102 | 162,239
24 Resid 60,519 80, ‘)57 92,658 95,888 95.011 94,249 93,568 95,377 96,945 92,582
25 Nonresid 49,897 53.766 64,143 65,916 65,551 67,009 08,341 69,474 | 171,217 69,657
Buildings:
26 Industrial ... 7.182 7.713 10,763 11,170 12,043 12,634 12,627 12,529 [ 13,273 12,719
27 Commercial 12.757 14,789 18,308 19,461 18,835 18,926 19,410 § 20,294 r20,049 19,893
28 Other.... 6,155 6,200 6,661 7.036 6,721 6,686 6,667 ; 6,877 6,922 6,675
29 Public utilitics and other 23,803 1 25,064 28,411 28,247 27,952 28.763 ' 29,637 29,774 | 130,973 30,370
30 Public.o. oo 3N, A2 27,828 44,737 1 48388 43,162 47.970 | T47.970 47,908 | 147,579 45,871
31 Military 1.521 1,567 20181 1,493 1,520 1.615 1,426 1,431 71,458 1,572
32 Highway 9,439 9,280 8,627 ‘) 833 11,427 10.862 11,428 na. n.a. n.a.
33 Conservation and development. .. 3,751 3,882 3,697 4,989 5,231 5,660 3.851 n.a. na. na.
34 Otherd, oo 23,601 23,149 1 23,503 32,073 29.984 29,833 31,211 n.a. n.a, n.a.
i i : !
l Not at annual rates. Noti. Census Bureau estimates for all series except () mobile homes

< Not seasonally adjusted.
Beginning Jan. 1977 Highway imputations are included in Other.

* Value of new construction data in recent periods may not be strictly.
comparable with data in prior periods due to changes h» the Bureawn os
the Census inits estimating techniques. For a deseription of these changes
see Construction Reporrs (C-30-76-5), issued by the Burcau in July 1976,

which are ptivate, dome: hipments as reported by the Manufactured
Housing Institute and se. nally adjusted by the Census Bureau, and
(b) sales and prices of existing units, which are published by the Na-
tional Association of Realtors, Al back and current figures are avail-
able from originating agency. Permit authorizations are for 14,000
jurisdictions reporting to the Census Burcau.
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215 CONSUMER AND PRODUCER PRICES
Percentage changes based on seasonally adjusted ditta, except as noted.
| 12 months (o 3 months @ annual rate) 10 I month o
i . Tudes
! i level
Item : 1975 1978 1979 Jan.
‘ 1978 (9749 ' 1979
Jan. Jan, ! (1967
i Mar. Junce Sept. | Dec, Sept. Ot Novo o Dees o Jan. oy
| ; i ;
I - \ - _
Consumer prives #
‘ | | | | |
6.8 9.3 3.9 1 10.7 8.8 | 8.5 | 9 . 6 [} 9 20407
oo SO N B s T Y. 5 K 4 8 VN IVTIIRY
8.0 ’ 2.4 4.9 1 183 4.8 10.2 W 4 G 1.0 H 2230
5.0 7.9 S8 l 7.2 8.3 9.0 N o 7 8 9 ist.v
Durable. . 4.8 V.2 Lo 9.0 R s 9 .8 .0 R 91 IR0
Nondurable 4.8 ‘ .2 R N L 6.7 | 6 S .5 6 HUR I B (V]
1 H .
7 Services.... 2N .3 ol o w0 .Y Y .5 ] s oo
8 Rent ceanas 6.2 1 7.2 6.5 8.2 7.3 | 7.7 7 G L7 [ i 1703
9 Services less rent 3.0 | 9.8 9.8 i 10,8 | 7.1 9 49 il 4 o 2W0.4
Other groupings: l ‘ ‘
10 All items less food ..o 0.3 R.7 1.0 3.0 V.3 8.5 A O .6 8| 1998
11 Allitems less food and energy ... 6.4 8.0 ! (O] 10.4 9.7 7.7 1.0 R 7 i 4 S 197.0
12 Homeownershup .o oo 9.3 | 12.4 (W 13.2 i 4.0 10,9 1.3 ‘ 1.4 | 8 | .4 | S| 2410
i |
Producer prices, tormerly Whaolesule prices
13 Finished goods. .o 6.8 9.8 3.7 10,3 7.4 101 8 Y ) .8 1.3 ] 2053
14 Consumer 6.5 10.4 9.5 0.6 7.5 0.8 Y .8 = 9 .4 ] 2030
15 foods. ... 7.4 12.9 16.8 1.4 4.9 153 I.s o Y 1.0 1.8 ] 220.1
16 Fixctuding toods . . . 6.0 9.0 S.3 10,5 3.8 8.4 A 4 Y 3 1.2 ] 1933
17 Capital equipment. ... 7.5 3.4 7.1 9.1 7.0 8.8 Y .6 7 7 1o ] 2092
18 Materiads. o oo i .l 10.9 L0 9. ‘7.5 13,0 L9 1S Y 7 I.4 ] 242,58
19 Inteemediatet,, 6.6 8.7 8.1 7.2 6.9 10.8 .6 1l 3 7 1.2 220.4
Crude:
20 Nonfood. ... 10.3 16,4 10.7 4.9 6.9 196 l.6 7 ) 1.2 .7 L6
21 lood. ..o 23 2001 2501 26.0 2.8 21,0 1.X (R thd | 2.8 2320
|
P Excludes intermediate materials for food uanctacturing and manu- fBeginning Jun. 1978 tigures tor consamer nrices e thaose tor all urban
factured animal feeds, consumers.
2 Not seasonally adjusted. I'he Consumer Price Index has been revised back to 1974,

SotrC, Burcau of Labor Statistics,
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2.16 GROSS NATIONAL PRODUCT AND INCOME
Billions of current dollars except as noted; quarterly data are at seasonally adjusted annual rates.
|
‘ 1977 1978
1976 1977 1978 . e,
Account . ) |
! Q3 I Q4 o e e Q4
i
Gross national product
R Y € 1S P 1,700.1 ‘ 1,887.2 1 2,106.9 | 1,916.8 | 1,958.1 | 1,992.0 | 2,087.5 | 2,136.1 | 2.212.1
By source: :
2 " personal consumption expenditures..... ... ... 1,090.2 | 1,206.5 & [.340.4 | 1,214.5 | 1,255.2 | 1,276.7 | 1,322.9 | 1,356.9 | [,405.1
3 Durable goods. . ..., 156.6 178.4 197.5 177.4 187.2 183.5 197.8 199.5 209.2
4 Nondurable goods. .....vvviienenenreans 442 .6 479.0 526.5 479.7 496.9 501.4 519.3 531.7 553.5
5 Services........ 491.0 | 549.2 616.4 557.5 571.1 591.8 605.8 625.8 642.5
O Gross private domestic investment. . ......... 243,01 297.8 A44.6 J09.7 3.5 322.7 345.4 350.1 360,17
7 Fixed investment.............c.ovinni. 232.8 282.3 3291 287.8 300.5 306.0 325.3 336.5 348.5
8 Nonresidential . .............ccoiiiii. 164.6 190.4 2221 193.5 200.3 205.6 220.1 227.5 245.2
9 SEMUCHUTES, o oiv i iiiviieei e eeennns 57.3 63.9 77.6 65.4 67.4 68.5 76.6 80.9 84.6
10 Producers’ durable equipment. . ... 107.3 126.5 144.5 128.1 132.8 137.1 i43.5 146.6 150.7
tt Residential structures. .. ....o.vuve.. 68.2 91.9 107.0 94.3 100.2 100.3 105.3 109.0 113.3
12 Nonfarm. ... iiiiieinennnn. 65.8 88.9 103.8 91.2 97.5 97.3 102.1 105.7 110.0
13 Change in business inventories. . ......... 10,2 15.6 15.5 21.9 13.1 16.7 20.1 13.6 1.6
14 NORFAIM . Lo i e 12,2 15.0 16.4 22.0 10.4 16.9 22.1 14.6 12.2
15 Net exports of goods and services. 7.4 —11.1 -12.0 —7.0 —23.2 ~24.1 ~-5.5 —-10.7 - 7.8
16 EXPOrtS. .o uv i 163.2 175.5 204.8 180.8 172.1 181.7 205.4 210.1 222.0
17 IMports. . c.ooviiiiii i 155.7 i 186.6 216.8 187.8 195.2 205.8 210.9 220.8 229.7
18 Government purchases of goods and services . . 359.5 394.0 434.0 399.5 412.5 416.7 424.7 439.8 454.0
19 Federal..o. oo ieiiiiiiiie o 129.9 145.1 153.7 146.8 152.2 15¢.5 147.2 154.0 162.3
20 State and local 229.6 248.9 280.2 252.7 260.3 265.2 277.6 285.8 292.3
By major type of product:
21 Final sales, total........ 1,871.6 1 2.091.4 | 1,894.9 | 1,945.0 | 1,975.3 | 2,007.4 | 2,122.5 | 2,200.5
22 Goods. ... ... 832.6 917.6 844.,7 859.6 861.8 912,2 927.3 969,38
23 Durable......... 341.3 376.3 346.5 347.4 351.2 375.8 380.1 198.3
24 Nondurable,....... 491.3 541.3 498.2 512.,2 510.6 536.4 547.2 571.0
28 Services. ..o.oveaen 862.8 962.7 875.3 893.0 926.4 952.0 973.7 998 . 8
26 Structures. o vveunnnna.. 191.8 226.6 196.8 204.9 203.8 223.4 235.0 244 .0
27 Change in business inventories. .. .......... 10,2 15.6 15.5 21.9 13.1 16.7 20.1 13.6 1.6
28 Durable goods. . .......... . 5.3 8.4 1.6 1.9 6.3 14.8 10.8 10.2 10.3
29 Nondurable goods. ........... ..ot 4.9 7.2 4.0 10.0 6.8 1.9 9.3 3.4 1.3
30 Memo: Total GNP in 1972 dollars. .......... 0,270.0 | 1,332.7 | 1,385.3 | 1,343.9 | 1,354.5 | 1,354.2 | 1,382.6 | 1,391.4 | 1.413.0
National income
I Fotal, o e £,359,2 | 1,515.3 | (,704.1 | 1,537.6 | 1,576.9 | 1,603.1 | 1,688.1 | 1,728.4 n.d.
32 Compensation of employees. ..o eeeernrenann 1,036.8 | 1,153.4 { 1.,300.4 | 1,165.8 | 1,199.7 [ 1,241.0 | 1,287.8 | 1,317.1 1,359.6
33 Wages and salaries. .............. ... 890.1 983.6 | 1.100.9 993.6 | 1,021.2 1 1,050.8 | 1,090.2 | 1,113.4 | 1.149.2
34 Government and government enterpri 187.6 200.8 216.1 201.7 208.1 211.4 213.9 216.8 2223
35 Other. .ot 702.5 782.9 R84 .8 791.9 813.1 839.3 876.3 896.6 926.9
36 Supplement to wages and salaries............ 146.7 | 169.8 20,5 172.2 178 .4 190.2 197.6 203.6 210.4
37 Employer contributions for so
insurance . 69.7 79.4 94.5 79.9 2.4 90.2 93.6 95.7 98.6
38 Other labor income 77.0 90.4 105.9 92,2 96.1 100.0 104.,0 107.9 LR
39 Proprietors’ incomel. .. ..o oo 38.6 99.8 112.9 97.2 107.3 105.0 110.1 114.5 122.1
40  Business and professionall, 70.2 79.5 87.8 80.8 82.3 83.1 86.1 89.6 92.6
41 Farm !, e e 18.4 20.3 251 16.5 25.1 21.9 240 25.0 29.5
42 Rentalincome of persons2. . ... oo vinnn. 22.5 22,5 2314 22.4 22,7 22.8 22.2 24,3 24.4
43 Corporateprofits!. . ......... ... ... ... .. 127.0 144.2 160.2 154.8 148.2 132.6 163.4 165.2 n..
44  Profits before tax3............. 155.9 173.9 202.6 177.5 178.3 172.1 205.5 205.4 n.a.
45  Inventory valuation adjustment,,, —14.5 -14.8 24.3 -7.7 —14.8 -23.5 —-24.9 --20.9 27.9
46  Capital consumption adjustment. ., —14.4 —14.9 8.1 15.0 —15.3 —16.1 —17.2 -19.3 19.9
A7 NELINEreSte st it iiiit i eieniiereennananns 34.3 95.4 106.2 97.3 99.0 101.7 104, 107.4 (AR

PWith inventory valuation and capital consumption adjustments.
S With capital consumption ad:ustments.

L For after-tax profits, dividends, and the like, see table 1.50.

Sourcer, Survey of Current Business (U.S. Dept. of Commerce).,



2.17 PLRSONAL INCOME AND SAVING

National Income Accounts

Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exceptions noted.

A53

1976
Account
| Total personal income. .......... oo ... 1,380.9
2 Wage and salary dishursements................ 8§90.1
3 Commodity-producing industri 307.5
4 Manufacturing. ... eeineiinnen.. 237.5
5 Distributive industries, . ..o i 216.4
6 Service industries. . ... oo, R 178.6 |
7 Government and government enterprises. .. .. [187.6 7
8 Other labor income. ..o iiiiiiinenn. 77.0
9 Proprictors’ income! 88.6
10 Business and profess 70.2
11 Farmb, oo e e 18.4
12 Rental income ol persons2, ..o ooieien e, 22.5
1
13 Dividends. ..o oo e 37.9 I
14 Personal interest iNCOMe. ..o vveeeeneennna. 126.3
I5 Transfer payments......... oo iiean., 193.9
16 Old-age survivors, disability, and health |

insurance benefits. ... oo ol ! 92.9
17 Lrss: Personal contributions for social ‘

TOSUFENCC. Lot it 55.5
i8 EQuALS: Personal income. ..., 1,380.9 ’
19 Liss: Personal tax and nontax payments. .. ‘ 196.5 |
20 EquaLs: Disposable personal income. . ..... .. 1,184.4
21 Liss: Personal outlays. o .veverenneanrnn... [ 1,116.3 ‘
22 EQUALS: Personal saving. . ....vviuevnnnean.. 08.0

MEMO ITEMS \ )
Per capita (1972 dollars):
23 Gross national product........ 5,906 |
24 Personal consumption expenditure .. 3,808
25 Disposable personal income 4,130
26 Saving rate (Pereent) ... oo e i ennaian.. | 5.7
|— -
[
) |
27 Gross private Saving. ... ..o vv i | 270.7
28 Personal saving... ..., ..ciiiiiiiinan ... 68.0
29 Undistributed corporate profitst, .. ......... 24.8
30 Corporate inventory valuation adjustment. ., - 14s
Capital consumption allowances: !
31 COrPOrUte . o vttt it c e et e nenn,
32 Noncorporate
33 Wage accruals less
34 Government surplus, or deficit (=), national
income and product accounts.............. —33.2
35 Federal.... —53.8 ¢
36 State and tocal 20.7
37 Capital grants received by the United States,
L
!
38 Investment . ... L2417
39 Giross private domes | 243.0
40 Nt fOreign . oottt i e i ieee e 1.2
41 Statistical discrepancy, .oovveevo .. e 4.2
|

1977

208.
105.

1,303,
1,236.

66,

.8
.S
L3

141,

0
0

9

6,144
3,954

0.

1977 : 1978
1978 . o ; : 3
Q3 : 04 QI ‘ Q2 Q3 04
Personal income and saving
: ° ° . 1 - I |
£ 1,707.6  1,543.7 1,593.0 | 1,628.9 ‘ 1,682.4 1,731.7 ' 1.787.3
Yoo 9936 | 1,020.2 01,0508  1,090.2 1 1,118.2 ) 1.149.2
390.2 0 348,31 ° 357.1 365.9 ¢ 387.0 wo.al an 3
2998 © 269.3 277.3 286.9 296.1 302.0 © 3143
208.38 241,2 247.5 257.0 266.4 271.6 280,23
225.8 202.3 208.5 216.5 222.8 228.5 3
2161 201.7 208. 1 20014+ 2139 216.7 3
105.9 92.2 90.1 | 100.0 ' 1040 ' 1079 1.8
1129 97.2 107.3 105.0 110.1 114.5 1221
87.8 80.8 i 82,3 83.1 86,1 89.06 926
25.1 16.5 25.1 21.9 24,0 25.0 9.5
234 22.4 22.7 2.8, 222 24.3 24.4
I I
49,3 a4.1 40.3 47.0 48,1 | 50,1 51.9
158.9 143.6 146.0 151.4 156,31 1617 166.2
226.0 211.9 215.9 219.2 220.6 230.4 235.8
7.4 108.5 - 110.1 2.1 113.7 121.1 122.7
69.7 6.4 ‘ 62.6 67.2 69.2 70.5 72.0
1.707.6  1,543.7 | 1,593.0 | 1,028.9 | 1,682.4 | 1,731.7 1 [ 787.3
256.2 ~ 224.6 233.3 237.3 249 .1 263.2 275.0
14514 5 1,319.0 | 1,359.0 1 1,391.6 | 1,433.3 ¢ 1,4068.4 ! 1.512.3
i
1.375.2 | 1,244.8 | 1,285.9 | 1,309.2 | 1,357.0 | 1,392.5 . |.442.1
76.2 74.3 73.7 82.4 76.3 76.0 70.2
|
6.340 ‘ 6,191 6,226 6,215 6,334 6,359 6.446
4,082 | 3,953 4,030 4,009 4,060 4,091 4,163
4,419 ' 4,293 4,365 4,370 4,399 4,428 4.480
5.3 \ 5.6 5.4 5.9 5.3 5.2 4.6
J— — R ! ! ——
Gross saving

318.5 310.7 ‘ 304.3 l 305.4 319.9 l 325.7 | n.a.
76.2 74.3 73.1 32.4 76.3 76.0 70.2

26.8 38.0 28.0 15.6 30.3 29.0 n.a
24,3 7.7 —14.8 ] --23.5 24,9 | —20.9 279

14 =252 | —206 | -20.1 6.2 .6 na

2971 ~56.4 | --58.6| —52.6 | -23.6 -22.8 n.a

28.3 3.2 29.0 3.5 29.8 23.4 n.a
319.4 292.6 279.5 286.4 326.6 326.6 2379
344.6 309.7 313.5 322.7 345.4 350.1 360.1
S25.2 | —17.1 —34.1 -36.3 | —18.9 | -—23.5 22,2

L9 7.1 4.8 . 2,2 .5 4 l i

U With inventory valuation and capital consumption adjustments.

2 With capital consumption adjustment.

SOURCE. Strvey of Current Businesy (U.S. Dept. of Commerce),
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data are seasonally adjusted except as noted.

Item credits or debits ‘ 1975 |

|
1

U _’ _

I Merchandise eXpoOrtS. . ot i e e et | 107,088
2 Merchandise imports. .. .. i 98,041
3 Merchandise trade balanc 9,()47‘
1
4 Military transaCtions, net, ... e i e | - 876
5 Investment income, netd, .. 12,795]
6 Other service transactions, net ! 2,095
7 Balance on goods and services 3,4 oo I 23,0(10|
8 Remittances, pensions, and other transfers. .. ... ..., | --1 .721’
9 U.S. government grants (excluding military).. oo --2,894
! .
10 Balance on current account ... ... ... 18,445
1 Not seasonally adjusted . .0 o [
12 Change in U.S. government assets, other than official | |
reserve assets, net (INCrease, =)o ineneenns —3.470
13 Change in U.S. official reserve assets (increase, - )
14 sold. oo oo . |
15 Special Drawing Rights (SDRs). ..o 0oL . - 06
16 Reserve position in Internationat Monetary Fund (IMF).. 466
17 FOrCisn Currencies. . oo e | 75
18 Change in U.S. private assels abroad (increase, - ) . ...... ' — 35,368
19 Bank-reported claims, oo oo t 13,532
20 NOII[Jrlllk-l‘:.’/!ll!'!t'(l claims - 1.357
21 Long-term. 366
22 \hm’t n.rm —991
23 - 6,235]
24 - 14,244
25 Change in foreign official assets in the United States |
(increase, b)) 6,907
26 U.S. Treasury securities . 4()8'
27 Other ULS. government o | '905
28  Other U.S. government liabilities 3 1,6047|
29 Other ULS. liabilities reportesd by u. S banks \ -2,158%
30 Other foreign official assetso ..o | 2 l()4'
31 Change in Ion-u,n private assets in the United States . |
(increase, 1)°Y 8,643
32 U.S. hank-reported liabilities, oo oo oo e ‘ 628!
33 LS. nonbank-reported liabilities 319
34 I.ong-term H 4()(~.|
35 Short-term --87
36 Foreign privite purchases
net, 2,590,
37 Foreign pur hases ol other L 2,500
38 Forcign direct investments in the Unmd States, netd, ..., 2.602
39 Allocation of SDRS, ..o oo | .........
A0 DINCropancy . 5,449,
41 Owing to seasonal adjustmients. ..o !
42 Sratisticul diserepancy in runrduf data before swsnnal
AJUSEMICN . e 5,449;
|
i
43 se LD P, -607-
44 Loreign ofliciul assets in the Unllul States (increase, ). 5.259
45 Changes in Organization of’ Petrofeum f: xporting Coun-
tries (OPECY oflicial assets in the Unites States (part |
ot line 25 above) 7,092!
46 Transters under military
lines 1, 4, and 9 above) 2,207

L

' 1977 | 1978
wie | o T _
. : -
‘ e e e @ | @

- — .__i, —— ——’L — e e e e —— .~
114,694 120,576 31,009 29,461 30,664 35 0<)7| 36,930
124,047 151,706, 38277 39.664| 41,865 42869 44,975
290353 310130 7,268 —10,203 —11.201] - 7.802| -8 045

I ;

312 334 467 5! 210! 592 177
15,933 |7 507 4,609 3,813 4,877 4,583 4,550
20469 1,708 583, 482 538 842, 761

| : i
9,361' - 10,585 1,609 -5,903 -5,57, —l,785" —2,557
1,878 —1.932. —-490; - 47¥ - 504 —536 —493
30457 —2.776 787 B (TR 781 ~774

1 i

4,339 15,202 _ 2,886 --6.967, - 6,858 - 3,1020 -3,824
......... TRRRE —5.196] --5.245 0,382, —2,656‘ —5.341
303,679 —1,098 . 83y 896 —1,17(,'i —1,494
230, 15000 ... i 246! 329, 180
sl FUTE60 [,

78 121 9 291 i, ‘104 43
2,212 294 1331 42 324 437| 165

240 302 27 47! S 62 4 58

: i i .
- 43,865 30,740 -5,668 - 13,862' -- 14,386 -5,287 —9,692
21368, 11,4270 1,7790 28,750 - 6,270 503 —7,1m7
-2 nm I 7(;() 1,389 275
205 Z1
2 ms —1 77< 1184, S 286
- 818521 —5.398] - 2,165 73 —467
ols —1221s =313, -3 197! —4,945| —3,948] —2,363

i ! !

18,073, 47,024, 82480 ussast s 760, - 5,685 4,904
9 333" ,(2) %gg h,9¢:;{ 12.3(7)%)' l’ ‘)(l.s —5,728; 1,12({
: k 2 ;
4,3:7;;’ 1,644 §5ai 390 Wi 32 b

960 773 163 909 1,456 —493 881

2,200 2,105 502 371 "413) 637 84
' \ ! | |

18,897 13,7%] 6,008 4,522| 2,336 0,09()' 9,708

10,990 6,709 26400 1,143 —3t4l 1,836 8,044

-507, f‘iﬁl 59 4:::\ 9 248 a2

--958| ~62 —242 8 —68

451 8§77 572 667 457 31(.| 9t

| I
2,783 sex sl 299 sl 847 —1,053
1,284 2,869 513 803 462 1,308 442
4347 3,338 |,0|2' 450) 812 1,852 1,793
N I
"""""""" 027" Lal751 60 e T TR s30) T 28
.................. -2,229] 2,276 160] - 2,411
9,300;  -9270 . rz,szzl ~674; 3,638 8,831{ 2,629
- -
!
-2.530 - 231, 50 ... ! w»l 329 180
10RO 35,4800 7,914 75153, 14 956 —5,373 4,554
j
R ] i '
9,581 6,733 LA3R 1,020 1,903 2,838 - 1,593
- |
373! 1941 3 71 75l 57 69

b Scasonal factors ure no longer caleufated for lines 13 through 46,

4 Dat are on an internationa’ accounts (TA) basis, Differs trom the
census basis primarily because the EA basis includes imports into the
U.S. Virgm Istands, and it excludes military exports, which are part of
line 4.

Sncluces reinvested carnings of incorported atliliates.

4 Differs from the defisition of “net exports of goods and services™

i
the national income and product (GNP) account,

Ihe GNP definition

excludes certain nulitary sales to Israel from exports and excludes U.S.
government interest payments from mmnrls

S Primarily associated with military sales contracts and other transac-
tions arranged with or lhmm..h foreign oflicial agencies.

6 Consists of investments in U.S. corporate stocks and in debt securi-
ties ot private carporations and state and local governments,

No1. Data are from Bureau of Feonomic Analysis,

Survey of Current
Business (U.S. Department of Commerce).,



U.S. FOREIGN TRADL

Millions of dollars; monthly data are seasonally adjusted.

Trade and Reserve Assets

AS5S

i ;
‘ ! |l;7x r ! l()7|)
ftem ’ 1976 1977 1978 ‘ '
| ) \
‘ ‘ July o Aug. Sept. Oct. Nov. Pec.  Jan.
. o ! . | | i
I EXPORTS of domestic and foreign \ { ‘ ‘ \
merchandise L\Lludlng y.m( aid i | | :
shipments. . ........ e [15.156 ! li() 143.575 11061 12.294 | 13.274 ‘ 12,901 13.451 13.282 13.133
2 GENFRAL IMPORTS including ‘ l I ‘ ' ,
merchandise for immediate con- ! | i
sumption plus entries into bonded | | !
warehouses. ... .. oo CI2E009 | 147,685 1 172,026 0 14,545 14133 14,820 14,852 14.825 15,032 16.231
! i . |
3 Trade balance..................... ‘ 5.853 26,535 { 28,451 2.883 } - 1,839 1,545 , 1.950 ‘ 1,374 ] 1,749 ( 3,098
| ! ! ! H
Norr. Bureau of Census data reported on o free-alongside- \hlp and are reported separately in the “service account™). On the import

side,
Virgin Islands (lar;

(f.a.s.) value basis. Eftective January 1978 major changes were made in
coverage, reporting, and  compiling prnuduru The international-
accounts-basis data adjust the Census basis data tor reasons of 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
of military exports (which are combined with other military transactions

~ SOURCE,
I'rade™

3.12 U.S. RESERVE ASSETS

Millions of dollars, end of period

included in Census s

FT 900

y oil for a refinery on St
LiStics,

the largest single adjustment is the addition of imports into the
Croix),

which are not

. sSummary of ULS, Export and Import Merchaadise
(U.S. Department of Commerce, Bureau of the Census).

Type 1975 1976 1977 1
. Auyg. Sept.
1
1 Total ..o oou 16,226 18,747 19,312 ! 18,783 18,850
2 Gold stock, including Exchange !
Stabilization Fund !, ......... .- [,599 1,598 1,719 . 11,679 | 11,608
3 Special Drawing Rights2........... 2,335 ‘ 2,395 2,029 2,885 2.942
I
4 Reserve position in  International .
Monetary Fund.......... ... 2,212 0 4,434 4.940 | 4,190 4,214
5 Convertible foreign currencies4 . 80 ‘ 320 18 i 23 20 1
) |

1978

Oct. | Now. ‘ Dec.

18,935 ‘ 17,967 | 18,650 |
| |

1,655 11642 | 11.671

3097 ‘ 1,522 1,558

4.147 | LWy 1.047 |

3,704 1 4,374

36 ‘

1979
Jan. bebu
20,468 | 221,641
11,592 11.544
2,661 12,672
1.017 1120
5.198 6.305

P Gold held under earmark wt Iulur.\l Reserve Banks for foreign and
internationa. accounts is not included in the gold stock of the United
States; see table 3.24.

2 Includes allocations by the Interpational Monetary Fund of SDRs as
follows: $867 million on Jan. I, 1970; $717 million on Jan. 1, 1971; $710
million on Jan. 1, 1972; and $1,103 million on Jan. 1, 1979; plus net
transactions in SDRs,

' Beginning July 1974, the IMY

adopted o technique for valuing the
SDR based on a wmglmd average of exchange rates tor the currencics
of 16 member countries. The U.S. SDR holdings and reserve position in
the IMF also are valued on this basis beginning July 1974,

4 Beginning November 1978, valued at current market exchange rates,
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3.13 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Data

Millions of dollars, end of period

R R N

[F]

[STSYS)
PN

WIS
oA

8]

50

51 Total payable in U.S. dollars........|

Total, all currencies. . ,

Assct account

Claims on foreigners

Other branches of parent bank. .

Banks
Public borrowers!
Nonbank foreigners. .

Other assets...........

Claims on United States.
Parent bank. .
Other

Claims on foreigners. . ..

Total payable in U.S, dollars........

Other branches of parent bank..

Banks..............
Public borrowers!.

Nonbank foreigners. ..

Other assets

Claims on United States.
Parent bank
Other

Claims on foreigners

Other branches of parent

Banks
Public borrowers!.
Nonbank foreigners.

Other assets...........

Claims on United States.

Parent bank

Claims on foreigners. . ..

Total, all currencies................

bank. .

Total payable in U.S. dollars........

Other branches of parent bank..

Banks..............
Public borrowers !,
Nonbank foreigners

Other assets...........

Claims on United States.

Parent bank

Other

Claims on foreigners. . ..

Other branches of pare

Banks
Public borrowers!,
Nonbank foreigners

Other assets

nt bank. .

|

1.168 ’ 1,200

i
: 19782
1975 1976 1977 . o
’ June i July Aug. : Sept.
All foreign countries
176,493 ‘ 219,420 | 258,897 | 271,696 | 269,542 274,929 | 287,369
| 6,743 | 7,889 | 11,623 | 10,891 9,254 | 110,024 | 14,976
3,665 4,323 7,800 6,750 5,096 | 5. 8I8 | 10,693
3,078 3,566 | 3,817 4,141 4,158 4,206 4,283
163,391 | 204,486 ‘ 238,848 | 251,783 | 250,700 17254 782 | 262 063
34,508 | 45,955 ' 55,772 | 55,357 | 55,236 1 58,746 | 63,493
69,206 | 83,765 | 91,883 | 96,638 | 94,659 | r92 811 | 95.222
5,792 | 10,613 | 14,634 | 22,654 | 23,288 | 123,354 | 23,890
53,886 | 64,153 1 76,560 | 77,134 | 77.517 | "79,871 [ 79,452
6,359 7,045 ‘ 8,425 ‘ 9,022 9,588 | 110,123 | 10,330
132,901 | 167,695 | 193,764 | 202,792 | 198,205 |7200,779 | 212,063
6,408 7,595 11,049 | 10,107 8,473 9,219 14,168
3,628 4,264 7,692 6,580 4,906 | 15,028 ) 10,535
2,780 3,332 3,357 3,527 3,507 3,591 3.633
123,496 | 156,896 | 178,896 | 188,590 | 185,425 |1187.041 | 193,457
28,478 | 37,909 ( 44,256 | 43,544 | 43,447 | 46.326 | 50.380
55,319 | 66,331 | 70,786 | 74,842 | 71,592 | 69,560 | 71,892
4,804 9:022 | 12,632 19,674 | 20.291 | 20,255 | 20,505
34,835 | 43,634 ' 51,222 50,530 [ 50,095 | 50,900 [ 50,180
2,997 i 3,204 ) 3,820 4,095 4,307 | 4.519 4,438
United Kingdom
- e, - — T
| 74,883 f 81,466 r 90,933 f 93,538 | 92,980 ' 193,333 | 99 084
I 2,392 . 3,354 4,341 3,042 1 2.615| 2,624 2,940
| 1,449 | 2,376 | 3,518 2,279 ¢ 1,515 71,595 2,014
943 978 . 823 863 1,100 1,029 926
70,331 I 75,859 } 84,016 | 87.808 | 87,479 | 187,772 1 93,364
17,557 | 19,753 | 22,017 | 19.944 | 20,438 | 21.661 | 24,691
35.904 | 38,089 | 39,899 | 43,044 | 42,462 | 40,350 | 42,677
881 1,274 } 2,206 4,559 4,637 4,583 4,549
15,990 | 16,743 19,895 | 20,261 19,942 | 721178 | 21.447
2,159 | 2,253 } 2,576 2,588 2,895 | 72,937 2,780
57,361 ' 61,587 | 66,635 | 67,016 | 65,452 | 164,449 | 70,008
1
2,273 3,275 1 4,100 2,870 2,321 r2,335 2.598
1,445 2,374 3,431 2,178 1.386 :  r1.481 1.895
828 902 669 692 935 8§54 703
54,121 | 57,488 61,408 | 63,043 | 61,938 . 60,910~ 66.242
15,645 1 17,249 | 18,947 | 17,025 | 17,438 | 18.305 | 20.934
28,224 | 28,983 \ 28,530 | 30,686 | 29,455 ’ 27.268 | 29,859
648 846 1,669 3,525 3,660 3,544 3.471
9,604 | 10,410 | 12,263 | 11,807 | 11,385  ril1.793 | 11.978
967 i 824 i 1,126 ‘ 1,103 : 1,193 J 1,204
! ! _
| Bahamas and Caymans
- ‘ R -
45,203 | 66,774 | 79,052 | 84,692 ' 82,145 | 85,654 | 88,755
i i
3,220 0 3508 | 5,782 6441 | 532 s | 10053
1,477 1,141 3,051 3,449 | 2,381 2.751 7.090
! 1,752 2,367 2,731 2,992 i 2.751 2.869 2.963
41,040 0 62,048 | 71,671 | 76,282 | 74,988 | 77.949 | 76.651
I 5,411 8,144 | 11,120 | 10,803 | 10,292 | 12.134 | 12.348
16,298 | 25,354 : 27,939 | 30,307 | 29,302 | 29,749 | 29,472
3,576 7,105 9,109 | 12,394 | 12,599 | 12,461 | 12,362
15,756 | 21,445 | 23,503 | 22,778 | 22,795 | 23.605 | 22.469
] 933 1,217 1,599 1,969 | 2,025 2.085 2,051
) 41,887 | 62,705 | 73,987 | 79,277 | 76,494 | 79,701 | 83,007

12,169
7.879
4,290

269,121
167,654
98,198
723 936
r79.333

Y1015
r210,939

1,328

7.688
*3.640

{94,882
52.887
72,644
120,301
749 050

'4.729

101,887

3,119
2.230
889

95,774
20.422
44,020
14,692
r20.640

2,994
70,209

2.877
2,187
690

66,132
21,377
29,680
73,595
11,480

176,868
12,618
730,317
112,094
21,839

r2.176

‘80,223

Oct. l Nov. \ Dec.r

|
292,305 | 295,984

13.375
9.017
4,358

271,446
68,016
100,987
22,696
78,847

1,163
218,266

12,471
8,840
3,631

200,788
’55.080
176,335
19,367
50,006

5.007

102,032

3,706
2.779
927

95,220
26.190
44 174
4,237
20,619

3,100
71.761

3.475
2.727
748

67,031
21,585
30,386

3,227
13,833

[.255

89,560

7,461
4,399
3,062

79,890
13,433
33,025
11,534
21.898

2,209

83,568

305,590
16,660
12,153
4,507

277,612
70.216
102,797
23,6064
80,935

31
224,109

15,702
11,967
3,735

203.347
55,288
78,381
19.853
49,825

5.060

106,605

5.370
4,448
922

93,149
27.830
45,013

4,522
20.784

3.086
75,860

5,113
4.380
727

69 416
22,838
31,482

90,885

8,982
5,771
3.211

79.579
12,776
33,646
11.505
21,652

2,324

8

N

586

For notes see opposite page.
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3.13 Continued

19782
Liability account 1975 1976 1977 O —
June July Aug, ' Sept. ‘ Qct. Nov. Dec.”
-~ . . . LI L I _
All foreign countries
52 Total, all currencies............... 176,493 219,420 | 258,897 | 271,696 | 269.542 (274,929 287,369 (292,305 | 295,984 @ 305,590
53 To United States . 20,221 32,719 44,154 50.534 51,583 | r52,441 49,325 | 51,506 57,030 58,478
54 Parent bank..... e . 12,165 19,773 24,542 25,199 27.722 28.923 24,590 27,619 31,788 ° 29,841
55 Other banks in United States. .. } 8057 | 12,946 19 613 10,371 8,608 7.659 10,064 8,362 9,089 12,670
56 Nonbanks.......coovveeiea.., LN ’ L { 14.964 15.253 | 715,859 14,671 15,525 16,153 15,967
57 To foreigners. oo oo, 149,815 | 179,954 | 206,579 | 213,670 | 209,510 {72]3 974 | 228,733 |7231,152 | 229,230 | 236,959
58 Other branches of parent bank. .| 34,111 44370 53,244 53,547 53.788 56.955 61,599 65,104 65,762 68,064
59 Banks.................... 72,259 83,880 94,140 93,413 | r88.561 89,234 97,629 | 795,956 94,098 97,787
60 Official institutions . L 22,773 25,829 28,110 | 731,420 | r31,640 | r31 461 r33,086 | 732,246 31,222 I 30,581
61 Nonbank foreigners. .......... 20,672 25,877 31,085 | 35.290 | r35.821 r36.324 | r36.419 | 37,846 38,148 1 40,527
i

62 Other liabilities. ................ 6,456 6,747 8,103 7,492 8.149 ‘8,514 9,311 9,047 9.724 7 10,153
63 Total payable in U.S. dollars........ 135,907 | 173,071 | 198,572 | 207.007 | 202,407 |v204,938 | 215,496 |7215,518 | 222,887 229,978
64 o United States................ 19,503 31,932 42,881 48,820 49.668 | 150,325 47,171 49,273 55,079 56,344
65 Parent bank. ............ . 1,939 19,559 24,213 24,477 26,951 28.031 23,640 | 726,684 30,959 . 28,815
66 Other banks in United States. .. } 7.564 12.373 18.669 10,078 8,286 7.286 9,724 '8.008 8.818 1 12,416
67 Nonbanks.........ooovvian, ’ R ’ { 14.265 14.431 715,008 13.807 14,581 15.302 15.113
68 To foreigners. ........ .o 112,879 | 137,612 | 151,363 | 154,513 | 148,630 |7150,478 | 163,626 17161 ,542 | 162,832 168 406
69 Other branches of purcnl bank..| 28,217 37,098 43,268 42,682 42,852 45,620 49 978 52,082 53,370 53,950
70 Banks,....... . .| 51,583 60,619 64,872 62,434 | 56,405 55,285 63,271 ’58.,912 58,835 . 63,072
71 Official lnslltuuml 19,982 22,878 23,972 | 726,593 | 126,717 | r26,184 | 27,367 | 26,341 25.451 25,049
72 Nonbank foreigne 13,097 17,017 19,251 722,804 [ 722,656 | "23,389 | "23.010 | 24,237 25,176 26,335
73 Other liabilities e oo onn 3,520 3,527 4,328 3.784 4.109 4,135 4.0699 74,703 4.976 5.228

United Kingdom

74 Total, all currencies............... 74,883 | 81,466 | 90,933 - 93,538 | 92,989  r93,333 | 99,084 | 101,887 | 102,032 | 106,605
5,646 5,997 7,753 8174 sl | 6,978 §,043 §.347 9,053 | 10,235

75 To United States !
1,822 1,959 |
|
|

76 Parent bank 2,122 1,198 1,451 i N 1.905 1,872 2,176 2,367 2.669
77 Other banks in United States., . 3 523 4.798 6.302 | 3,273 2,987 2,290 3,150 2.949 3,234 4,395
78 Nonbanks..........ooo0ne, } R ’ it '{ 3.079 3,065 2,783 3,011 3.222 3.452 3171
79 To foreigners. ... 67,240 73,228 | 80,736 | 82,703 81.347 82,991 87,678 | 789,979 89,347 92,709

80 Other branches of parent bank , 6,494 7,092 1 9/376 9,700 10,098 11,708 12,006 12,269 13,153 12,928
81 Banks.,.............oo0 32,964 36,259 1 37,893 36,856 34,859 35.293 _37,(177 39,277 38,167 40,704

82 Official institutions . 16,553 17,273 + 18,318 20,074 20,666 1 19,863 21.493 21,193 20,182 20,181
83 Nonbank tnrugnu\ 11,229 12,605 15,149 16.073 16.224 16,127 16,502 | 17,240 17.845 18,8960
84 Other liabilities . ... oin 1,997 2,241 2,445 | 2.601 3,131 73,364 3,373 3,561 3,032 3.061
85 ‘Total payable in U.S. dollars. ... ... 57,820 63,174 67,573 ‘ 67,936 65,671 764,918 70,227 71,158 72,812 77.030
86 To United States 7.852 7,652 6,606 7,650 7.985 8,666 9,833

5,415 5,849 / 7,480 |

87 Parent bank. 2,083 1,182 1,416 ° 1,794 1.926 1,852 1,805 2,116 2,321 2.618
88 Other banks in United States . . 3 332 4.667 1 6.064 3,176 2,904 2,209 3,092 2,902 3.178 4,307
89 NONBANKS . .o v e v e e veennens f RN sO00 0y 2.882 2.822 2,545 2,753 2,967 3,167 2.908
l ]
90 TOJOrCIgRers. .o 51,447 | 56,3727 58,977 58,856 | Ss6.636 1 s7.015 | 61,231 | 61,802 | 62,631 | 65.711
91 Other branches of ;mrenl Imnk 5,442 5,874 ! 7,505 - 7.259 7,696 9,163 9.317 9.301 10,302 9.764
92 Banks . e .1 23,330 ) 25,527 | 25,608 23,472 | 120,659 20,601 22,936 | 23260 | 23,044 | 26,062
93 Ofticial i utions 14,498 15,423 15,482 16,866 | 717.265 16,113 17.659 17,106 16,317 16.309
94 Nonbank mruuur 8.170 9.547 10.382 11.259 11.016 .38 11.319 | 712,135 12.968 13,576
95 Other Habilities . ... oo oL 959 953 1,116 1,228 1,383 | 1,297 1.346 10371 1.515 1,486
Bahamas and Caymans
. - . . . - . RTINS . . |
96 Total, all currencies............... 45,203 66,774 79,052 84,692 82,145 I 85,654 88.755 86,291 89,560 90,885

49,048

97 To United States . . . 11,147 22,721 32,176 35,185 37.041 49,532 34,378 35,676 40.557
20,804

98 Parent bank... ... | 7,628 16161 20,956 | 19078 | 20,755 . 23,187 | 18,410 ; 200179 | 24.008

99 Other banks in United States. . . i 5.514 4.587 4509 5.5t1 + 14,415 4,857 6,401

100 NONBANKS. ..+« oveveeennnn s boas20 6,500 0 10,220 15503 | 107699 | 1TR36 | 100457 11082 | 11.692 11 843
| !

101 7o foreigners ..ol 32,949 | 42,899 . 45,292 | 480838 | 43,649 | 44597 | 52.574 | 48,955 | 47.321 ‘ S50.017

102 Other branches of parent bank...| 10,509 ' 13,801 ° 12,816 10,657 « 11,165 11,436 14.762 15,635 14,715 16,115

103 Banks. . . 16,825 1 21,760 ; 24,717 | 25.752  201.951 | 21.884 | 27.372 | 22.471 | 22,002 22.861

104 Official institutions . . 3,308 BSTH] 3,000 | 4589 04227 | rA004 | 4477 14,449 4,349 | 4,139

105 Nonbank foreigners ., ......... 2,248 3 7(»5 4,759 16,090 6,306 6,673 r5,903 6,400 6,255 | 6.902
106 Other liabilities ... ............. L1100 1,154 ¢ 1,584 1.419 1,455 ' 1,525 1,803 1 1,660 1,682 . 1,820
107 Total payable in U'.S. dollars. ... ... 42,197 ° 63,417 74,463 80,650 78,131 ' 81,314 84,317 | 81,324 84,878 86,182
FIn May 1978 a broader category of claims on foreign public borrowers, SIin M 1978 the exemption level for branches required to report
including corporations that are majority owned by toreign governments, was increased, which reduced the number of reporting branches.

replaced the previous, more narrowly defined clums on foreign otficial
institutions,
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3.14 SELECTED US. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

- - 1
! : 1978 1979
Item o 1v7s 1976 ‘ 1977 i -
! 1
: i | July . T Aug | Sept. ‘ Oct.’ | Nov. | Dec.r | Jan.e
i | | !
A. By type
. i i ; | ! .
Flotallo oo 82,572 95,634 131,097 144,222 I-th,lhx‘ 145,293, 152.403| 156,261 162.174 162,536
I .

2 liabilities reported by banks in the United i : |

States2. .o 16.262 17.231, 18.003 19516 2001205 19822 22,300 21,695 22957/ 22 513
3 U.N. Treasury Bills and cert 3401997 37,725 47,820 50.842; 5(Ll““| S5.014] 57.%7i 62,635 67.6501 68.421
U.S. Treasury bonds and notes : | ) ' !
4 NMarketable. ... .. o 6.071 1E.788 32,064 34,1620 34873 35,577 36,153 w6.2220 35877, 15987
5 Nonmarketable+ . 19976 20,648 20.443 19.214; 20,375 20,304 21.426 20,9913 2(1.‘)70’ 20,952

6 U.S. securitiecs  other  than S 3 ‘ | :
SCCUTIIES .o e : 5.404 8,242 12,0067 14,488 l4.5()|| 14.576 I4.(>I'I| 14.716 I4.72()i 14.663

. i i i : . [ |

B. By arca
. ! f ! -
TTotal. oo 82,572 95,634 131,097 144.222] 146,168| 145,293 I52,4(>Ji lS(v.Zhl| 162,174: 162,536
8 Western Lurope!. ... . 45.701 45,882, 70.748; 75.740) T79.724] K0.208] 85.294] 88.3I89D 92 8Ol a4 311
9 Canada 30132 3,400 2.334 2.490 2071 1.497 2.61Y 2.486 2,150
10 4.461] 4,926 4,649 4.631 4.6021 3,899 4.011" 4,990 4,235
11 244110 37,767, 50,093 SR.IS6 56923 S0.88) S7.01¢ SR.6180 58,9660
12 2983 1,893 1.742) 2.2 :.n.m| 2,006 2184 01, 2,443 2299
13 1.884 1760 931! OBS 793 740 7_l‘i| 795 74(»| 525
; ; = | | ,

Ulncludes the Bank for International Scttlements. S Debt secuntties of  US. government corporations  and  federally

2 Principally demand  deposits, time deposits, bankess acceptances, sponsored agencies, and U.S, corporute stocks and bonds,
commercial paper, negotiable time certiticates of deposit, and borrowings o [ncludes countries in Oceania and Fastern Burope,
under repurchase sgreements.

Clacludes nonmarketable certiticates ob indebredness fincluding those Norr, Based on Lreasury Department data and on data reported 1o
pavable in foreign currencies through 1974) and Treasury billy issued to the [reasury Department by banks (including Federal Reserve Banks)
official institutions of foreign couritries, and securities dealers in the United States,

+ Pxcludes notes issued 1o toreign otticial nonreserse agencies. Includes For a description of the changes in the International Statisties tables,

bonds and notes payable in toreign currencies., see July 1978 BtLoiris, p. 612,
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3.15 LIABILITIES TO FOREIGNERS
Payable in U.S. dollars

Millions of dollars, end of period

Bank-reported Data  A59

Reported by Banks in the United States

|
. | ‘ ‘ 1978 1979
Item | 1975 ~ 1976 ‘ 1977 N S
Julyr Aug.’ | Sept.r Oct. | Nov. Dec.” Jan.»
. | ' '
i A. By holder and type of hdblllty
| R— - - —_— —_— — - — - -
1
1 All foreigners. ... innnnn ' 95,59OI 110,(157l 126,168 137,291 140, 535| 144,116. 150, 5“4 158,421 166,318 163,808
|
2 Banks’ own liabilities. . .. ... oot i e 61,424| 63. ‘HI 08, 5‘)1! 71. l()2 75.166: 77,849 74,104
3 Demand deposits. ..p 13,564 16,803| 18,996 17,9531 16,104 I7,2()4| 17.557 18.264 19,203. 17.780
4  Time deposits1. .1 10,267| 11,347 11,521 11.92] l2.634‘ 12.154¢ 12,279 12,514 ,295) 12,165
5 Other2,........ . Lo, e e 6,872, 7 .234| 6.697  9.756 8,645) 9,766 8.994
6  Own foreign oflice: S, 24.67Y 27.‘)60| 32,538, 3L.511 35,744 36,585, 35.165
7 Banks’ custody liabilities4. .. ................. | 75,867 76.604. 75,523 79.482; 83,255‘ 88,469. 89,704
8 U.S. Treasury bills and certificatess. ... .. . 57.629| 57.264 56,665 59.077| 63.434| 68,434: 069,192
9  Other negotmblc and readily tmnsturablu
instruments 6. 15.964 17,198 16,492, 17,619 17,424] 17,501 18.108
10 Other.......... 2,274 2,142 2,366, 2,78  2,397- 2.535 2,407
|
11 Nonmonetary international and regional ! i
OrEaANiZations7. ... ... ... ' 5,699 5,714 3,274 2,678 2,823 3,406 2,929 2,225 2,617 2,292
12 Banks” own Labilities. . ... ovveerenntoneenns eenesoneensas|orenss 1,017 sosl 767 336 417 916 762
13 Demand deposits. . ‘ 139 290 231 257 142 144 133 153 330; 333
14 Time deposits!. .. 148 205° 139: 16 97 \)9| 16| l()Z‘ 94 88
15 Other2.. ... ...ttt e 644 569 523! 87 1ol 492 340
i
16 Banks’ custody liabilities*. ... ... Lo ‘ ........ | ........ i 1.662 ()l4‘ 2.639 2,593 1.809 1,700 1,530
17 U.S. Treasury bills and certificates.......... 2,554 2,701 706 228 368 1.036 403 1831 201 183
18 Other negotiable and readily transferable ! . ' . :
INStTUMENESO. Lottt e i eeaans [P | ........ | 1,4320 | ,(745‘ l‘()03| 2,189 1,625 1,499, 1,342
D C T 1 3 Y3 S I | ! 1 1 1 1 1 5
20 Official institutions® . . ....................... 50,46li 54,956‘ 65,822 76,357 76,419 74,836 80,267 84,329 90,606 90,935
21 Banks’ own Habilities. . .ooonrenene.n.. TR I g.422  9.0850  9.455] 11,474 10.820] 11.681) 10.487
22 Demand deposit , 2,644; 3,3‘)41 3.528 3.473 2.643 3.307 3,046 3.414 3,388 2.701
23 Time deposits !, | 3 423| 2,321 1,797 2,277 2.595 2.563 2.399 2.345 2.329i 2,289
24 OtNer 2. .t e e et e e 3.673 3.848' 3.585 6,030 5.060 5,963 5.498
i : ; ‘
25 Banks’ custody liabilities4. 66.935 67, 334| 65,381, 68,793 73,510 78.925| 80.448
26 U.S. Treasury bills and gerl cates S 34, l‘)9 56.842) 56,299 55.014, S57.967. 62,635 67.650| 68,421
27 Other negotiuble and readily transferable | I | :
instruments ¢ ‘)“:({% IO<§31 10,1221 l()‘gl(» 10,768, ll.:()S 11,838
28 Other, i e e e e, 3 205, 245 10 107: 70 189
: ‘ : | ' f
29 Banks®. .o i ; 29,330] 37,174! 42,335 42,‘)[6‘ 45,532 50,5]5i 51,379 55,273 57,039 54,514
30  Banks’ own liabilities..................... RPN 38.3541 41,028 45,744 46.425: 50,440 52.219; 49 771
31 Unaftiliated foreign banks............... ........ | ................ 13,675 13,0681 13,206 14,914 14,696 15.634| 14,6006
32 I)cm‘lnd deposus .............. 7,534l 9,104; 10,933  10.240), 9. 72‘)| 9,713 10,156| 10,068 11.,239| 10,382
33 £ 1,873 2,297| 2,040 1 JZI‘ 1,390° 1. 7(,9‘ : 1,491 1.493
' ; 2 y 2 [§ 2
34 Other2 . . .. i e e EEEEEERTSCERRRERY 1 2,114 2, 44). 2.22 3 2.904 2,731
35 Own foreignoflicesd............ ..o oL i ........ | 24,679;  27.960* 32.538 36, 585‘ 35,165
36  Banks’ custody liabilities4. . ...... ... ... .. .o L T | ........ i 4,562 4.504 4.771I 4.8190 4,743
37 U.S. Treasury bills and certificates . . ...... 335 119l l4l| 209 296 307 300 302
38 Other negotiable and readily transterable .
mstruments®. ... o i L, ‘ ........ EEEEREEE % ;;2' %;;g%' Z.S%gl ; ‘I“)F{I 2,42]’.2
39 Other. o e e | IR .82 1.928: ( \ 2.019
i 1
40 Other foreigners............covviiiiii ... 10,100 12,814 14,736; 15,340 15,761; 15,359! 16,008 I6,593‘ II‘n.l)S(')I 16,067
41 Banks’ own liabilities. .. ...... o o oo e |" ()'5|| IJ,U()‘)| 12,627, 12,867 H 490 I3.()32| 13.084
42 Demand deposits. . . . 3,248 4,015 4,304 3,983 4.09% 4.()3‘)| 4,222 678| 4,246 4.364
43 Time depositst.. 4,823, 6,521 7, 546 8. 32? 8532% 8.%22 L il}) 8. };:: 8.330 8\2‘2)5
44 Other 2. e e i e 3 365 32 6 425
! | | i :
45  Banks' custody liabilitiesd. ... ... o e e L2.708 2.752i 2.732 3.1410 3,103 3.024 2.983
46 U.S. Treasury bills and certificates......... 325 198 240 290 301 308i 326 245 282 285
47 Other negotiable and readily transferable | \ |
INStrumentsd. ..o i e e e 2,153 2.341 2,230 2.367 2,471 2.480 2,503
48 Other. e e e e e 265 1o 193 448 387| 262, 195
|
49 Memo: Negotiable time certificates of deposit | ) : |
held in custody tor fOreigners . . oot it i it ite ciienns sareanan 9.592 10, 181| 10.043  10.977 10,895  11.017

10.803

I Excludes negotiable time certificates of deposit. whu,h are included

n *Other negotiable and readily transterable instruments.’

2 Includes borrowings under repurchase agreements,

S U.S. banks: includes amounts due to own foreign branches and
foreign subsidiaries consolidated in “Consolidated Report of Condition™
filed with bank regulatory agencics. Agencies, branches, and majority-
owned subsidiaries of foreign banks: principally .tmounts due to head
oflice or parent toreign bank, and forcign branches, agencies or wholly-
owned subsidiaries of head ntluc or parent foreign bank.

4 Financial claims on residents of the United States, other than long-
term securities, held by or through reporting banks.

s Includes nonmarketable certificates of indebtedness (including those
payable in foreign currencies through 1974) and Treasury bills issued 1o
official institutions of forcign countries,

o Principally bankers acceptances, commercial paper, and negotiuble
time certificates of deposit.

7 Principally the International Bank for Reconstruction and Develop-
ment, and the Inter-American and Asian Development Banks.

8 Foreign central banks and foreign central governments and the
Bank tor International Settlements.

9 Excludes central banks, which are included in “Official institutions.”

Nort.
only.

For a description ot the changes in the International Statistics tubles,
see Juty 1978 BULLETIN, p. 612,

Data tor time deposits prior to April 1978 represent short-term
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3.15 Continued

| | 1978 1979
Item 1975 1976 | 1977 . . __ . _. ol _|_._. _
i I
July : Auyg. Sept. Qct. ’ Nov. i Dec.r Jan.v
i !
| B. By area and country
T Total ..o 95,590 110,657 126,168 r137, 29[\'140 535|’I44 ll()l 150, 584| 158, 421 166, 3[8 163,808
2 Foreign countries. ...............covuuiiie.d 89,891’ 104,943 122,893 134,613 r137,712 7140,710 147,655 156,196/ 163, 701 161,516
3 EUPOPC. v ot e s i 44,072 47,076 60,295 164,658 167, 340| 169,157 73, 4()& 78,418 85.005; §3,960
Austria. .......onu.., A 759 346 318 372 424 431! l4‘ 506" 555
5 Belgium-Luxembourg., .. 2,893 2,187 2,531 2,277 2,174 2.368! 2, 464 2,471 2.557 2,465
6 Denmark 329 356 770 1,542 1,593 1,673 1.734 1,827 1.946 2,036
7  Finland,. .. . 391 416 323 407 416 415 424, 388 346 381
8 Framce.... . ... 7,726 4,876 5,269 7,353 7.989 8,060 8, 421 8,817 8,631 8,386
9 GErMANY. it ettt 4,543 6,241 7,239 9,727  10,766] 11,206 13 34§J 15.652] 17,448 15,800
10 Greece.... o 284 403 603 646 826 865" 887 907! 826, 653
11 ttaly........ o 1,059 3,]82! 6,857 7.036 8,055 7,394; 7.346. 7,761 7‘674i 8.724
12 Netherlands . . . 3,407 3,003, 2,869 3,078 3.240 2,7561 2,523 2,518 2,402 2,536
13 Norway... 994 782 944: 1,737 1,516 1,208: I,ZIO 1,102 1,271 1,411
14 Portugal, .. . 193: 239, 273 227 324 521 386 379 330 255
15 PRIt er e ettt e et 423 559 619/ 709, 752 765. 702 885 778 759
16  Sweden . S ! 2,277 1,692 2,712 3,340, 3,355 3,341, 3,187' 3,216 3.131 2,955
17 Switzerland, ... ..o i ‘ 8,476 9,460 12,343 11,8831 11, 987 12,997| 14,314 15,810| 18,974 20,189
18 Turkey. ... ..ot | 118 166 130 147 37 226 164 163i 156, 141
19 United Kingdom..........coviiiiiivnn. 6,867 10 018| 14,125 11,770 10, 956 "11,807 12,438 12,826 14,211} 13,120
20 Yugoslavia. ... iiiiiie e 126 89| 232 192 149 167 158 190 254 174
21 Other Western Europel. . 2,970 2 673 1,804: 1,941 72,427 12,631 2.887 2.719: 3,156! 3,119
22 SS R 40 I 98- 750 46. 65 82 73| 82 150
23 Other Eastern EuropeZ2,,,.................. 197. 236! 23()| 222 2t0i 262; 262 198 325 152
: ! i ;
24 Canadu. .o .oovovoiiii i 2,919 4,659 4,6()7I 5,623 5.890; 75, I()I‘ 7.418 8,001 6.9/11" 6,522
25 latin America and Caribbean. .. ..... ........ 15,028 19,132 23,670" 24,833 127,261 729,216 28 470, 31,111, 31,4321 30,856
260 Argentind........... i iiiiieie s ,146 34 1,4l6¢ 1, 550 1.453 1,393 | .650! 1,504 1,498" 1,696
27 Bahamas........ .. ... . oo : 3,596 3 ,629 4.601) r7.251 4. 880 6,309 6,615 7,308
28 Bermud.l PPN . 321 383 372 409 387 425 428 386
29 Brazil.,.......... .. 3 1,306 11,2950 1,382 1,275 1,441 1,234 1,130 1.102
30 Brmsh West Indies. ..o ' 3,998 4,009 5.474 5.380] 5.919 6,692! 5,974 5.670
31 Chile. . v e s 3 360 380: 346 351 333 341 399, 376
32 Colombia. ... i e, l,221| 1,429 1.486 1.431] 1.483 1,612 1,756. 1.765
33 Cuba, ... e ! 6 6 [Q 9 10] 7 7 7 13 7
34  Ecuador, : 330 378 347 405, 369 348, 322 321
35  QGuatemala . 415 419! 3471 368 357 416 352
36 Jamaical.., 75 59 78 57 43| 52 72
37 Mexico 2,876; 2,921 3,171 32 3. 1()1‘ 3,413 3,359 3,167
38 Netherlands Antilles4,, .. .................. 5 196 435 288 317, 352 368, 308, 377
39 Panama........... . i i 2,331 2,639 2,628 2.741 | 2,39 2,808 2,9921  2.826
40 Peru. . e 287 309; 3115 321 323 337 363: 321
41 UCUBUAY . 1o e iiii e : 243 218) 185 197 210 211 233] 223
42 Venczueld. ... C3,309, 2,929 r3,2310 3,210 2,562 3,696 3,550 3,809| 3.337
43  Other Latin America and Caribbean......... i 1,393 2, I67i 1,530 1,517 1,639 I ,496i | .553I 1,763 1,551
: 1
B4 ASI. oo e e 22,384 29,7667 30,488 35.171 33.463 733,501 M.c.m} 34,8430 36,390, 36.624
45  China (Mainland). . o 123 48! 53: 47 44 46 49 57 671 65
46  China (Taiwan). ... ... S 1,025 990 1,013 1,195 1.262) 1,280; 1,319 1,247 498 545
47 Hong Kong...............iiiiiiiina., : 605 894 1,094 1,191 12010 71,250 1,368 1.189 1,256 1,398
48  India...... ... e e : 115 638 961 798 762 833 899 843 790 803
49  Indonesia........... ...l ! 369! 340 410 597 309 348! 575 439 447 575
SO Israel ... ' 387 392 559 519 440’ 432 453 469 674 668
51 Japan.....oo ool 10,207 14,363 14,616 20.374 19,755 '19.933 19.937. 21,355; 21,956 21.407
52 Korea. ... ..o 390 438 602 714 736 776 790j 750 795 772
53 Philippines.......... ..o i 700 628. 687 640! 566 623 594, 578 639: 612
54  Thailand . 252 2771 264 320 296 290 352y 279 427, 379
55 Middle Last vil-exporting countriess, 7,355 9,360° 8,979 7.267 6,719; 6,350, 6.911] 6,381 7,416 8.121
56 Other Asin....... .. ... i il 856. 1 ,398 1,250 1,510 1. 364l 1,341 1.384° 1.256 1,426 1,279
57 Africa. .. 3,369 2,298 2,535 3.013 2,578 2,645, 2. 540 2 .636; 2,886 2.695
58 Egypt. 342 333 404 594 463 417 322 32 403 337
59 Moroccec ce 68 87 60. 28 67 74 84 30- 32 29
60 South Africa. o 166 141 I74I 175 160 238 266 2094 168 180
61 Zaire . ' 62 36 39; 73 52 45 39 43 43 48
62 Oil-exporting Loumnu" . o 2,240 1,116: 1,155 1,365 1,198, 1,270 1,230, 1,335 1,525 1.379
63 Other Africa.....oooin i 491 585 698 778| 618 601 6()(); 622 715 721
64 Other COUnLFIes. ..o i iie e : 2,119 2,012 1,297i 1,315 I.M‘Ui 1.090" 1.189 1,187 1,077 85y
65 Australia. . 2,006 1,905 1, 140, 1,158 1,051 899 v75s 950 838, 655
60 All other 113 107 158 157 130! 1‘)!I 213 236 239 204
67 Nonmonetary international and regional ' ! :
OFEANMIZAtIONS. ...\ttt i 5,699 5,714 3,274 2,678 2,823 3,406; 2,929 2,225 2,617 2,292
68 International .. ...... ... .. ... ... o0l 5.415 5,157 2,752 2,027 2,157 2,339 1.789 1,633 1,485 1.210
69 Latin American regional , . 188 267 278 411 437 799 856 870 KOR 804
70 Otherregional?.. ... ... . ... ... .. ... 96 290| 245 241 228 269 284, 323 324 279
I Includes the Bank tor International Setticments. Beginning April o Comprises Algeria, Gabon, Libya, and Nigeria.
1978, also includes Eastern European countries not listed in line 23. 7 Asian, African, Middle Eastern. and Furopean regional organizations,
2 Beginning April 1978 comprises Bulgaria, Crzechoslovakia, German except the Bank for International Settlements, which is included in

Democratic Republic, Hungary, Poland, and Romania, “Other Western Furope.”
dncluded in *Other Latin America and Caribbean’ through March

978. NoTr. For a description of the changes in the International Statistics
4 Includes Surinam through December 1975, tables, see July 1978 BuLLkTin, p. 612,
s> Comprises Bahrain, lran, leaq, Kuwait, Oman, Qatar, Saudi Arabia,

and United Arab Emirates (Trucial States).
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3.16 BANKS’ OWN CLAIMS ON FOREIGNLRS Reported by Banks in the United States

Payable in U.S. Dollars
Millions of dollars, ¢nd of period
. 1978 1979
Area and country | 1975 1976 | 1977 !
| | Julyr Aug.’ Sept. Oct. | Nov, Dec.r Jan.»
! , i

O T Y S ‘ 58,308 79,301 90,206! 82%.&8& 92, 269| 94, 62(!‘ 96,820; 105, H7' 114,216 105,791
2 Foreign countries. . ..........ooiinniiiiina. .. 58,275 79,261; 90,163 88, 353 92,231 194,581 96, 779' l()5,2‘)l 114,160| 105,751
3 Europe. . VL IN9 14,776 18,114 16,567 17, I/’ IR, 390 19 327 20,504 24,128 20,727
4 Austr L 35 63 65 110 107, 95 11l 142: 147 147
5 Bnlblum Lux mbourg. . L 286 482 561 7801 847 964! 1,052 1,232 1,192 1,504
6 Denmark............... 104 133 173 129 146 147 160 193 244 172
7 Finland, ..o oo 180 199, 172 187 2106 221 232 260 305 281
8 France... ..o e 1,565 1,549' 2,082 2,220 2,573 2,831 2,752 2,716 3,737 2.027
9 GErMANY.eun ittt iiiiine s : 380 SO‘) 644 700 645 742 808 838 898 840
10 Greece. ..ot | 290 279 206! 190 125 126 lot. 134! 164 162
11 Italy......ooooovoiis N 443! 993 1,334 1,093 1,037 1,016 1,355 1.453 1.504 1.411
12 Netherlands ., ........... 305 315 338 436 403] 379 494 602 680 083
13 NOFWAY. ottt i eas 131 136: 162 208 163 263 238} 282 299 251
14 Portugal . 30 88! 175 132 105 99* 106" 180 171 169
15  Spain ol 424 745! 722 684/ 676 r735 929 980 1,099 905
16 Sweden..... ..o \ 198 206: 218 244 290, 125 348" 465 ‘ 537 445
17 Switzerland, ... ..o | 199 379 564 771! 1,013 871 781, 1.045 1,282 1,050
I8 Turkey....ooiiviin i, , 164, 249 360 315 3()5’ 305 293 283 273 181
19 United Kingdom.............oooooviat 5,170 7,033 8,964 7,015 7.2060 r7.890] 8,065 8,356 10,118 8,420
20 Yugoslavia. .. ... i 210; 234 31 RIV3| 281 1307} ")3‘ 302 363 393
21 Other Western Furopel, ... ............... 76 85i 86 165 125 128 147. 107] 122 135
22 USSRt 406 485 413 313 343, 370, 187 121 364 327
23 Other Eastern Burope?. ... ... .......... 513 613 566¢ 566! 564 575] 617 612 6291 620
24 Canadd. ..o iin i e C 2,834 3,319 3,355 3,136 3,349 13.451 f.5<\'()( 4.552, 5,041 4,956
25 Latin America and Caribbean . . ............... l 23,863, 38,879 45,850, 47,047 49,216 149 452 49 267 14.,!4!‘ 56,286 52 784
26 Argentina. ... . 1 ,377, I, 192} 1 478I 1.572 1,566 1,690 1,447 1.698 2,258 2.134
27 Bahamas...........coviiiieiiiiniiiin... 7,583 15,464, 19,858 19,541 21,825 719.110 ]‘),2()8| 23,541 21,1150 20,890
28 Bermuda.............ooiiiiiiie 104 15 232 145 194 141 352, 141 189 185
29 Brazilo......... ..o oo \ 3,385 4.901 4,629 4,612 4,838 5,252 5.596 6,137 (),148} 6,249
30 British West Indie ! 1,464i 5.082 6,481 6,994 7,019 8,397 7.170 6,432 9,2151 5.285
31 Chile. . oo i e . 494 597, 675! 745‘ 809 742 832 862 962 1.012
32 Colombit. vttt e 649 687 7271 793 936l 990 1,051
33  Cuba, I i I * 4 3
34 Eeuador.......oooooiiin 546 5600- 646 621 680 697 675
35 Guatemala 3 83 86 7’~)‘l 85 89 94 87
36 Jamaical... 49 44 4(»| 45 49. 40 37
37 Mexico. ..., 5,099 50160 05,0100 49271 5,255 5,357| 5,453
38 Netherlands Antilles 206 198! 230 212 242y 269 259
39 Panama,............ 2,281 1,631 2,280 2,480, 2,531 3,061 3.655
40  Peru...... 919 930 1967 945 931 887 873
41 Uruguay. . 52 56 Sl 03 58, 47 50
42 Venezucla i ﬁ2ﬂl 2.338) 2,513 2.746) 3,105 3,307)  3,408] 3,323
43 Other Latin America snd Caribbean 1 293 1.214 1,245! 1,367 1.386. 1,388 1,487 1.564
A4 ASit. . ..ot e e V17,706 19,204 19,236 18,468 19256 720,037 2], ‘58’ 22,6910 25.417] 24 228
45 China (Mainland). ... 22! 3! 1 5 31 8] 10! ; 35 21
46  China (Taiwan). ... 1,053 1,344 1,7191 1.183 177 1.241" [,285' 356; 1,421 1,405
47 Hong Kong. . 289 316 543 698 790 1903 1,368 38S 1,572 1,620
48 India........ 57 69 53 46 73 76 66 46 54 61
49  Indonesia......... 246 218 232 139! 125 152, 144 188 143 138
50 Israel............. 721 755, 584: 445 504 544| 555 7149 871 996
51 Japan............. 10,944" 11,040 9,839  9.790]  9.853] 110,260 10,5068 11,997 12,699] 12,563
52 Korea. . ........... 1,791 1,978 2, "H()| 1.936 1,925 1,933: 1,788 1.741 2,238 2,236
53  Philippines. 534 719 5‘)4 638! 728 730 732 717 678 605
54  Thailand. .. 520 442 633 723 685 033, 734| 75% 753 751
55 Middle East oil-exporting countriesS, .. 744: 1,459, 1,746 1,650 2,099 72,200 2,097 2. 188, D] 2,332
56 Other Asi........ooiiiiiiiiiiiii., 785' 863 947 [.216 1.265] '1.357 2,012 1,592 1,833 1.497
ST Africa. o oooiii 1,933 2,310 2,518 2,136 2.264| 20058 2209 20631 2.206|  2.[45
58  BgypPto..e i 123 126 119 79 (\. (77 56| 3. 107 82
59 MoOrocco. .viieniin i 8 27 43 38 40 36 82 97
60  South Africa............. ..o, 657, 957 1,066 1.036 l 058 1. 02’| 990 906] 800 838
61 e, 181, 112 98 79 82: 161 162! 162 156
62 Oil-exporting muntruw .......... 382! 524 510 341, 458‘ 406 438 439 449 444
63 Other........ .ot 5811 565 682 563 568 544} 534 551 556 527
G4 Other COUNtries. oo oo ooy 830 772 1,090, 999 974 1.063 1,024 1.041 97. 914
65 Australia... ) 700 597 905"’ 833 829] 894 8791 894 870 799
66 All other ‘ 130 175 186 167 145 168l 145 1471 l()2'| s
33! 40 43 36 53‘ 9] 41 45| so| a0

U Includes the Bank for International Settdements. Beginning April
1978, also includes Eastern Lurope ountrics not listed in line 23,

2 Beginning April 1978 comprises Bulgaria, Czechoslovakia, German
Democratic Republie, Hungary, Poland, and Romaunia,

3Included in “Other Latin America and Caribbean™
1978.

4 Includes Surinam through December 1975,

s Comprises Bahrain, Iran, Irag, Kuwait, Oman, Qatar, Saudi Arabia,
and United Arab Emirates (Trucial States),

through March

"( omprises Algeria, Gabon, Libya, and Nigeria,
* Excludes the Bank for International Settlements, which is included
*Other Western Europe.™

Norr. Data for peciod prior to April 1978 include claims of banks®
domestic customers on foreigners. Tor a description of the changes in
the International Statistics tables, see July 1978 BuLniiniN, p. 012,
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3.17 BANKS’ OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON

United States
Payable in U.S. Dollars

Millions of dollars, end of period

FOREIGNERS Reported by Banks in the

Type of claim 1975 1976

| 7 '

2 Banks’ own claims on foreigners..............0 ... ... e

3 Foreign public borrowers. .......ooiiiiiii i i

Own foreign officesl.... ...
Unaffiliated foreign banks.......
Deposits........oviunnn

4
5
6
7 Other,.......
8
9
0
1

Al Other fOreigners. .. o.ovvr it e i o

Claims of banks’ domestic customers2,........ ........ [

Negotiable and readily transferable in- '

SITUMENIS 3 4 4 v v ov vt e i iee i aiie s see et cinaaain.

12 Outstanding collections and other claimss.... 5,756

13 Mimo: Customer .

DEPOSIES ., v u et et et e et e e e e et e e s

liability on acceptances... ........ ...l ..

1978 | 1979
1977 - - _ |
July ! | Aug.! Sept.’ i Oct. Nov Dec.r | Jan.”
e L 103,736, ....... Lo | 125.226]. ...
| H
....... 92.269" 94.620 105,337 114.216 105.791

96.820.

8050 9,197 10.048] 10.234
36.357  40.412° 40,892 38.°
31.080] 33.461. 40.000] 4.

8.006!
537 35.001
l448

5951 T4le88, 3.965' 4.3701  5.714| 4.695

220905  26.760' 27.115  29.090 34.295; 29.835

...... 19,6411 20.165 21.332 zz.zml, 23.267| 22.692
.................. 9016 . 1009
.................. 500'..,‘,A..|........ 972
.................. a2 agea]
6,176 ... ... .. 4892 0 . ©osla7sll

\ H |

...... TP |2A747!.A.,A...'..4.,A..| |4.x37],.....‘.

tU.S. banks: includes amounts due from own foreign branches and
foreign subsidiaries consolidated in *“‘Consolidated Report of Condition”
filed with bank regulatory agencies. Agencies, branches. and majority-
owned subsidiaries of foreign banks: principally amounts due from head
otfice or parent toreign bank, and foreign branches, agencies, or wholly-
owned subsidiaries of head oftice or parent foreign bank.

T Assets owned by customers of the reporting bank located in the
United States chat represent claims on foreigners held by reporting banks
for the account of their domestic customers,

4 Principally negotiable time certificates of deposit and bankers ac-
ceptances.

4 Data for March (978 and for period prior to that dare outstanding
collections only.

Nott. Beginning April 1978, data for banks' own claims are given
on a monthly basis, but the data for claims of banks’ domestic customers
are available on a gquarterly basis only.

For a description of the changes in the International Statistics tables,
see July 1978 BurniTin, p. 612.
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3.18 BANKS' OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States
Payable in U.S. Dollars

Millions of dollars, end of period

197% 1979
Maturity; by borrower and area 1978 1979 . . . _
June Sept.” Dec.r i Mur. June Sept.

L Total. oo 55.128 59.516 T3250 oo

By borrower: :
2 Maturity of | vear orlesst, . ....... 43,682 46,684
k] Foreign public borrower . .. . 2,919 3,640
4 All other foreigners. ... ..o 40,763 43,044
5 Maturity of over Fvearl, ... .. 11,445 12,832
[ Foreign public borrowers, .. .. o . 3. 162 3,928
7 All other foreigners. . ..o oo 8,283 ¢ 8,904

By arca:

Muaturity of' | year or lesst
8 Furope. ..o oo 9,532 10,386
9 Canada. ... 00 0 1.615 1,943
10 Latin Amernica and Caribbean, 17.036 | 18,518
11 As 13,515 13,712
12 Africa 1.461 1,535
13 All other2 . 523 591
Maturity of over | year! ; |
14 Lurope. ... 2.979 3.104 Jo63 | B
15 Canada. ........... 3301 793 1.
16 Latin America and Caribbean, 5.979 6.843 8.
17 Asi oo 1.282 1,305 [
18 Africa. . . 629 577
19 All other2 247 211
i .
I Remaining time to maturity. Nott. The first avitlable data are for June 1978, For a description of
2 Includes nonmonetary international and regional organizations. the changes in the International Statistics tables, see July 1978 BULLETIN,
p. 612

3.19 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payablc in Foreign Currencics
Millions of dollars, end of period

1978
[tem 1975 1976 1977 ~
i Mar. June Sept.» Dec.w
. i

I Banks’ own liabilities. . ... ..o oo 560 781 925 | 986 1,704 | 1.981 ¢ 2,088
2 Banks’ own claims!... .. 1,459 1,834 2,256 2,383 3.153 3,530 ! 3,612
3 Deposits............. 656 1,103 941 - 9438 1,290 1,386 ° 1.797
4 Otherclaims......... 802 | 731 1,415 1,435 1,863 ° 2,144 1.815
5 Claims of banks’ domestic customers2. ... .. i i e ' 809 446 400

Ulncludes claims of banks’ domestic customers through March 1978, NoTr. Data on claims exclude foreign currencies held by U.S. mone-

2 Assets owned by customers of the reporting bank located in the tary authorities.
United States that represent claims on foreigners held by reporting banks For a description of the changes in the International Statistics tables,

for the accounts of their domestic customers, see July 1978 BULLITIN, p. 612,
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3.20 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Holdings and Transactions

Millions of dollars

Country or area

1 Estimated totall.............. ...

2 Foreign countries !

3 Europel........ii.iiiiiiiiii e
4 Belgium-Luxembourg,...........

5 Germanyl....ooeiiiiiiiiienn

6 Netherlands

7 Sweden. ...

8 Switzerland. ... .. .

9 United Kingdom...........
10 Other Western Europe...........

11 Eastern Europe...........coveninnn
12 Canada. ..o iiiiiiiii e
13 Latin America and Caribbean.........
14 Venezuela,..............oeivennn
15 Other Latin American and Caribbean.
16 Netherlands Antilles, . ........... ..
17 Asia. ..o e
18 Japan......oi i i i
19 Africa......ooviiie i
20 Allother..........ooiviiinieneenn.
21 Nonmonetary international and regional
organizations.. ..... ... .
22
23
24 Total! ..ot e
25 Foreign countries!... ... ... .. ccoviinn
26  Official institutions
27  Other foreign?. . ...
28 Nonmonetary international and regional
organizations. . ... ...
Memo: Qil-exporting countries

29 Middle East 2. ... .o
30 Africa . o

1979 1978
1977 1978 . o
! |
: Jan.— July Aug.  Sept. Oct | Nov
Holdings (end of period) 4

38,640 | 44,933 |........ 741,153 | 741,578 |742,217 |743,627 | 43,852
33,894 | 39.812 |...... .. r36,311 [r37,124 |r37,830 |738,476 | 38,474
13,936 | 17,072 | .. ... .. 14,226 | 14,154 | 14,689 | 15,260 i 15,654
19 19 [ 19 19 19 19 19
3.168 8.705 |........ 5.531 5.761 6,157 6.645 7.102
911 1,358 |........ 1.113 1.278 1,306 1,356 1,351
100 285 200 210 211 231 266
497 977 590 636 694 731 915
8.888 S3T3 ... 6.403 5,862 5.909 5.915 5.674
34: 354 |........ 370 387 393 365 327
288 152 |........ 278 276 276 151 151
551 485 545 445 426 416
199 174 244 144 144 144
183 149 139 139 119 109
170 162 162 162 162 162
18.745 | 21,483 |........ r20.836 {r21.652 |721,924 (r21.942 | 21,565
6.860 | 11,528 1. .. ... . 9.927 | 10,791 | 11.096 | 1,560 | 11,483
362 691 |........ 491 491 491 691 691

11 =3 -3 7 s 6 -3
4,746 4,454 | 4,387 | 75,151 5,378
4.646 9 4,421 4.354 5.118 5.345
100 : 33 ‘ 33 33 33 33

[ .
Transactions (net purchases, or sales (—), during period)
22.843 6,292 1,233 490 425 639 1,410 225
21,130 5,916 1,485 1,342 813 706 646 -3
r20.377 3.712 11t 1.313 710 704 577 69
r753 2,205 1.374 29 103 3 69 -72
1,713 375 —252 —852 —387 ~-67 764 227
4.451 | —1.785 —46l —85 -3l -3l —401 —241
;o — 8l I 72 T O 200 —1
|

44,933
39,812

Jan.»

46,166
41,297
18,360
19
8.864

1,433
320

!Includes U.S. Treasury notes publicly issued to private foreign

residents.

2 Comprises Bahrain, Iran, Irag, Kuwait, Oman, Qatar, Saudi Arabia,

and United Arab Emirates (Trucial States).

3} Comprises Algeria, Gabon, Libya, and Nigeria.

4 Estimated official and private holdings of marketable U.S. Treasury

securities with an original maturity of more than | year., Data are based

on a benchmark survey of holdings as of Jan. 31, 1971, and monthly

transactions reports, l.‘;xc}ud;s nonmurketable U.S. Treasury bonds and
notes held by official institutions of foreign countries.

3.21 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS
Millions of dollars, end of period
‘; 1978 1979
Assets I 1975 1976 1977 _ o . o _ R
3 i Aug. Sept. Oct. Nov. Dec. Jan. Feb.»
1 Deposits. ..ot i ‘ 353 352 424 309 325 305 379 367 338 343
Assets held in custody:
2 U.S. Treasury securitiesl. . ......... ... 60,019 | 66,532 | 91,962 (102,902 {102.699 {107,934 (112,434 |117,126 [116.961 |114.005
3 LEarmarked gold2.......... ... .. ool 16,745 j 16,414 | 15,988 | 15,572 | 15,553 | 15,548 | 15,525 | 15,463 | 15.448 | 15,432

* Marketable U.S. Treasury bil

and inforeign currencies.

2 The value of carmarked gold increased because of the changes in

certificates of indebtedness, notes,
and bonds; and nonmarketable U.S. Treasury securities payable in dollars

par value of the U.S. dollar in May 1972 and in October 1973,

:"}()TF. Excludes deposits and U.S. Treasury securities held for inter-
national and regional organizations. Earmarked gold is gold held tor

foreign and international accounts and is not included in the gold stock

ot the United States.



Investment transactions
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3.22 FORLEIGN TRANSACTIONS IN SECURITILS
Millions of dollars
‘ ; 1979 | 1978 1979
Transactions, and area or country L7 ! 1918 |
| ‘ Jan.: I Juls i Aug. Sept. Oct. I Nov. ‘ Deeo | Jan.:
- N _ R N S _ _ [
U.S. corporate securities
Stock ’ I N ’ )
Stocks : i
1 Foreign purchases.. . ... o 14155 20,130 .36l w1 ,_%U(v| 12,4446 2,387 1.509; 1.401 1 .438‘ .30l
2 Foreignsales............ .. ............. 11.4791 17.723 1.301 1297 20680 2,118 1.5823 135yl L2 1.301
3 Net purchases, orsales (=), ................ . 2.676 2,408: 60i 9i 235 241! 14 103, 336° 60
: i
4 FOreign Countries. ... .............oo. ... 2.661] 2,454 61 | 9 235 244 15’ mz\ 336 61
5 BEurope.......... o i o 1.006! ! .Z7|! 7' O 152 .H; 91 1 264 7
[ France. ..... 40 47 ) 15 Y 2i 4 i 38 N
7 Germany. ... 291 620 - 18 17 54 34| 30 ¥ 204: 18
8 Netherlands . 22 -2 35 9! 22 7 7 6 -9 is
9 Switzerland. ... .. 152 - 585 - 30 52 - 184 118, (MR 88 23‘ 30
10 United Kingdom 013 1 Zlh’I 85 50 110 54i S8 67, 74 85
1 CANAUL o e e 05 74 7 - 16 18 17! 22 6; 38 7
12 Latin America and 12 151 34 35 48 1 13 2 16 34
13 Middle East! 1.390 781 16 [ 134 120 42 109 4. 16
14 Other Asia, ... i 59 187] 49; N 4 35 4 | 15 49
15 Africa. .. ... 5 13 ] i 12 5 2 2, i 2
16 Other Countries. ... ....oooveeooiiin... 8 3 4 1 [ 2 [ ’ ! 4
17 Nonmonetary international and regional ' I ‘ ; .
organizations. . ... : 15 46 §] * * 3 ] | * ‘ I
. l
Bonds? | i
18 Foreign purchases. ... ... i 7.739 7.955 041 .02 808 610 727y 437 834 641
19 Foreignsales. ......... .. oo o i 31.546) 5.453 704 596 490 550 530 388 558 704
. , : :
20 Net purchases, orsales (—)................. ' 4,192 2 .502'{ Gji 433 1379, 60 197, 4‘)[ 326 63
) : ! d
21 Foreign countries. . . ........coveniniuennnn.. 4,096 2,093 54 411 '326‘ '62| 137 39 134 54
22 BUTOPE . o et e e 1863 972] 39 38T 137 80, 89 25 |52! 19
23 France..... . - 34 30 18] 13 [ 2 10 3 17 18
24 Germany. . ........... 20 119 42 18 38 S 12 0 o, 42
25 Netherlands . . 72 19 4, 1 18 1y 4 | 6l 4
26 Switzerland 94 100 8 74 20 43 Y Y 39 8
27 United Kingdom t.703 Y30 54 416 &Y * 110, Y- IS 54
28 Canada. . ... ... o i . 141 102 1] 14! 24 % S * [0 It
2y Latin America and Caribbean 64 78 23] i 17, 1 13 I s, 23
30 1.695; 810 - 340 135 99 73 19 8 21 34
31 _s.xx} 131] 16i 16 '4x~ 128 60 23 5 16
32 6 t * ‘ * ! * * * * ' * *
33 Other countries. . ... oo * 1 * * I * * * 3 *
i
34 Nonmonetary international and regional | | | ! | . :
OFEANIZALIONS . . o . ... . | ‘)h| 409° 118: 22| 53| 3 6(li 10 I‘)2| 18
Foreign securities
35 Stocks, net purchases, or sales (-} - 410 527 I 10 ‘82 6‘)! I*)l 163 12 11
36 Foreign purcha 2.258 3.666 265 333 383 201 299 360 232 265
37 Foreignsales. . ......... 2,065, 3,139 254 3231 331 330 318 197 244. 254
38 Bonds, net purchases, or sales (--)............. = 5,096 3,970: 555 5()0I 1208 ’36\ 677 446 121 555
39 Foreignpurchases.................. .. 8.040| 11.044, 783 926 199 1762 P 856 1.020 783
40 Foreignsales......... ... .o oo Pooi3oniel 1500138 1,337 r1.225] 1,198 73(v‘ 1618 1.302 900 1.337
41 Net purchases, or sales () of stocks and bonds. ..© 5,506 5.443’ 544 290 1S3, o33! 696 283| 109! 544
42 Foreign countries dr 30490 3265 517) c-2921 o oas7| o7~ 207 303 67 517
43 Europe..... 1100 40 124 170 94 86: 13 102 hR] 124
44  Canada... 2.404 3.237 305 146 161 -4 747 246, 24 305
45  Latin Americ o 82 201 55 r7 17 -12 17 IX| * 55
46 i 1 97 397! 141 37 46 $72 2306 ME RRJ 141
47 .. 2 44| 3 - 25: 123 I t I * Rl
48 Other COUNtFies .-« ooroee 267 146} ] 7 3 I\ o 4‘ s i
49 Nonmonetary international and regional | : ;
OFEANIZAtIONS . o o .ottt e 1,557 177 27 2 5 34| 189 20/ 41 27
| ! | i : |

States).

FComprises oil-exporting countries as follows: Bahrain, Iran, lraq,
Kuwait, Oman, Qatar, Saudi Arabia, and United Arab Emirates (Trucial

> tocludes state and local government securities, and securities ot ULS.
government agencies and corporations. Also includes issues of new debr
securities sold abroad by U.S corporations organized to finance direct
imvestments abroad.



A66 International Statistics

in the United States
Millions of dollars, end of period

i1 March 1979

SHORT-TEERM LIABILITIES 10 AND CLAIMS ON FOREIGNERS Reported by Nonbanl\m x Concerns

1977 1973 : 1977 1978
Type, and area or country i | — [ S
Sept. J‘ Dec. Mar. June | Sept Sept Dec Mar. June Sept.
| Liabilities to foreigners I Claims on foreigners
I
. : ! '
[ T2 [ 7243 7,910 x.m: 8.792'  9,645] 15,223 16,221 18,399 18,162' 18,260
i !
By type: | I :
2 Payable indollars . . ........000co L 6. 386 7,109 7,477 7,967 S, 7941 14,120 14,803 16 .6}()[ 15 .598’ 16,291
. ; | |
3 Payable in foreign currencies. . .............. §57¢ S0l 584! %25 851 1, [1)4! / .4/(\‘| 1,763 1,564 1,969
4 Deposits with banks abroad in reporter’s ! i :
PEINC. et e ten i ae e e e P | 414 613 783 673 804
5 T o e e e e e ' (;9()} 805 980, 890 1,165
H i
By area or country: ) [ , | . |
6 Foreign countries. ........................... 7,695 8,2!4' 8,661 9,521 15,222 16,220 18,397: 18,160, 18,258
7 Lurope,. ... .. 2.491 2,820 2,993 $, 159 5,062 5,764, 5,508 5,273 5,887
Austria. .......... . 21 26 26 33 24 24 21 28 25
9 Belgium-Luxembourg 116 1714 167 I()5| 226 211 187] 155 172
10 Denmark ., ........ 14: 23 22 17 44 56 47 40! 34
1 Finland. .. 9. 121 3 4 59 13 3 53 50
12 France. . 238 273 302 260 430 513 545 533; 622
13 Germany 284 335 356 391 39§ 450 420} 436 534
14 Greece 85 108, 82 71 52 41 42 40 44
15 ftaly....... 1’8‘ 104 156; 188! 351 187 381 451 400
16 Netherlands 232 253 220¢ 222| 161 166 184 192 175
17 Norway.... (‘I 8. 23 38 40 40 45. 42
18 l’ortugul ..... 1 I 7 25 11 34 69 27 54 34
19 Spain.............. 77 94, 105 110 307 87l 408 376 351
20 Sweden. .. ... 28! 17| 38 51 91 117! 117! 78 80
21 Switzerland. . ... . ... 263 211! 282! 308 146 220 202 285: 346
22 Turkey.......... 108 93 92 102 2 39 35 29| 3
23 United Kingdom. 735, 937 9621 1,058 2,479 2,795  2.619 2,338 2,818
24 Yugoslavia........... 90 82, 84 7(![ 20 20! 24 271 23
25 Other Wes 10 8] 18 17! 15| 2] 3 2 2
26 U.S.S.R 24 is 19 27, 62! 55 44 37 33
27 Other Fastern Lurope IZi 23 17 25‘ 96 115 121 51 45
: : i i
28 Canada. .. e ! 504 530 24y 366 2,649, 081" 34281 3 503’ 3,724
: |
29 Latin America. ... ..o 1,201 I.Jifi 1,420 1,532 4‘Ol‘i| 4,467, 5,943 6,001 5142
30 Argentina. .. ....... 40 53 74! 131 5 53] 53, o1 65
31 Buhamas . 329 327 321 353 1,963 2,019 3,122! 3,081 2,350
2 Brazil . 49 62 63 87 414 493 '482 479 418
33 Chile........... 17! 4, 23 14 401 45 40 37 40
3 Colombia 42| 20] 42 42 85 84 80 79 69
35 Cuba..... * ! * | * ' * ; * * * : * . 1
36 Mexico . 114 169 185 235, 302, 314 312 33i 382
37 Panama. 22 12 71 59 222 91| 175 97 76
38 Peru. .. [} 22 17] 19! 30- 12 30 30! 25
39 Uruguay 3 5i 9 7 5! 5 6 4 5
40 Venezuel 216 204 85 232 251 269’ 306 309 284
41 Other Latin Ameri 18 |07‘ 1011 121 257 281 268 229. 223
42 Netherlands Antilles. . ......... 25 41 30 19 8 12 24 19 21
43 Other Latin America. . oo..ooevveennon... 154 209 250| 299: 213, 989 768 1.045, 1,245 1,183
44 AT e e 2,583 2,845 2,814 S008! K] 5/7|‘ POy 777 2970 2,810 2,905
45 China, (Mainland)........ - i 1 8 1 4: 12, 9 22 21 23
46 China, (Taiwan), .. ...... i 152 156 167 17()‘ 176 139 157 144" 173 157
47 Hong Kong 25 40 32 30 6l 73 98 85 92 127
48 India......... 44 37 26, 10 23 42! 38 85 93 8s
49 Indonesis 60, 56 57 59 49 184 375 185 152 167
50 Israel...oooooa, 581 63 68 59 08 46 a8 47 43 '7s
51 Japan.......... 604 695 761 807 865 1,026 1,068 1,379 1,142 1,157
52 Korea.......... 75 103 99! 107§ 103 153 171 133 168 161
53 Philippin 78 74 9s§: 107 157 111 99 94. 96 107
54 Thailand...... . . . 17 t7 1. 27 43 24 23 32 30| 29
55 Other Asia. . ...ooviiiiiii i 1,469, 1,588 1,498 1,631 1,968 587 702 764! 800) 804
SO ASFC@ e e sS4y 571 504 603 661 340 X6 | 402, 430 441
57 Egypl. . onis 45 13 19 25 34 18 34 3! 36 29
S8 Morocco. .. .. 105 12 130 148" 145 10 21 22 16 16
59 South Africa. . . 29 20 30 36 34 75: 75 71 88 74
o0 Zaire. .. ..... ) 48 46 55 57 5()| I‘)| 5 I 16 12
61t Other Africa ! 361 i 380 360 KK} 391 i 218 241 208 274 3
! i H
62 Other countries....... .o, 1! vl 104 /“‘ hal 153 46| 145 144 15¢
63 Australia, 93 75 8Y 97 72 113, i 1l 109 1y
64 All other 1y 18 14; t4 14: 41 35 34 34 40
i |
154 215 147! 132. lZSl I 1 1 2, 2
: . i i . i
NoTti. Reported by exporters, importers, and  industrial and com- Data exclude claims held through U.S. banks and intercompany accounts

mercial concerns and other nonbanking institutions in the United States,

between ULS. companies and their aftiliates.



3.24 SHORT-TERM CLAIMS ON FFOREIGNIERS

Millions of doltars, end of period

Nonbank-reported Data

A67

Reported by Large Nonbanking Concerns in the United States

| I 1978
Type and country . 1v74 ) 1975 1976 19777 [ [ | [
I ' Jubv 1 Auy Sept, Oct. Noy, Dec
Photal oo l 3,357 § 3,799 ‘ 5,720 | 7.136 8,949 | 10,098 l §.635 [ 10,503 11,223 9 515
By type: ' . ‘
2 Payable in dollars 2,660 3,042 4.984 l 6.121 7043 NON/Y 7409 v 240 9 N/ N 64
3 Deposits. . ... ... .. 20591 2710 | 4505 157030 70072 282 | 0988 | sl6R8  vder 70744
4 Short-term investments 69 332 479 418 ‘ 471 536 4 424 §52 | 019 520
s 697 757 7350 L0l 1,305 108 | 1025 1268 24 [.232
6 429 St ( 304 547 689 600 730 780 | 771 873
7 208 246 RR3| 468 ( 0l6 620 493 474 470 379
. I
By country: ! . ! H
8 United Kingdom, . 1,350 1,306 1,838 ¢+ 2,120 1.8738 1,809 2.2460 2,949 | 137272
9 Canada. .+ .eoewiiiiil 967 | 1S | reow 1777 20971 3o 20ds2 | Mass | aid o 2iae
10 Bahamas 391 546 1 1,355 1,896 3,217 3.543  2.247 2.819 1.033 25109
11 Japan.... 398 343 13. 153 279 270 \ 250 234 249 203
[ | I Y S . 252 446 L6 51190 1038 1,397 1440 \ Ledd i 1om 1,021
\ i | !
I Negotiable mnl‘nlhcr read:ly transferable Toreign obligations payable Not1r, Duata represent the assets abroad of large nonbanking con-

on demand or having a contractural maturits of not more than 1 sear
from the date on which the obligation was incurred by the foreigner,

cerns in the

United States.

arc included in the figures shown in table 326,

They are a portion of the total claims on
forcigners reported by nonbanking concerns in the United States and

3.25 LONG-TERM LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Nonbanking Concerns
in the United States
Millions of dollars, end of period
| 1977 1978 1977 1978
Arca and country R

;

I Sept Dec. Mar. June . Sept ’ Sepl. o Dec. Mar. June Sept

| Lahidities to foreigners | Claims on foreigners

1
| . i ! !
FBotal. oo | UBRRY | | 3. 178 ‘ 3. 149 l 3.077 I 3122 4.719 I 5077 S.143 S.067 S.007
|
2 BULOPE st | 2.sss 2428 24wy 2422 | 2470 mab o mes | a7 ual w27
3 GIOTIIY & e e e vt et e e e e 407 | 258 | 295 ‘ 282 290 74 4 75 71 T4
4 Netherfands, 272 287 252 206 275 81 82 81 706 74
5 Switzerland., 000U Loona| g Bo | o ax ] a0 48 Ss ¥
6 United Kingdom, . ... L 237 0 12220 1228 1214 1.253 ‘ 282 k1T 332 | 63 3
ToCanada. .o o ! 67 ‘ 62 | S8 S6 | o5 11462 ‘ 17760 1,792 L.yl 1.774
! H ' 1

8 Latin Americ: e e w9 ! 284 245 248 i 234 1.367 1.402 ! o7 boroos 1283
9 Bahamas. ISt 148 142 141 l 138 RIG ' 40 42 2 2
10 Brazil. 7 ] 7" o 7 7 134 134 | 154 | 143 145
il Chile, 1 | ! i | ‘ 201 203 wal 100 170
12 Mexic 30 0 ‘ 27! 26 2y 187 ‘ 177 | 183 : 188 27
I REH 342, 234 | M0 | 829 K17 810 %03 N
T4 Japan. oo 11 \ 308 250 0 2SS 0S4 ug ! 0o | 83 78 76

i i ; : :
IS ALTICH. oo e oe e : 3 2 > | > A s i asel s 140
16 AT Othert. o 90 60 o0 ol e o e0 s s

Uincludes nonmonetary international and regional organizations,
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International Statistics 0 March 1979

3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS
Percent per annum
' Rate o Feb. 28, 1979 Rate on Feb. 28, 1979 , Rate on Feb. 28, 1979
Country T ’ Country T - Country T T -
Per- Month Per- Month . Per- Month
~ cent | effective . cent | effective cent | effective
) — = - . _ | | - — i . N
i ,
Argentina............. 18.0 ° Feb. 1972 France............... 9.5 Aug. 1977 Norway.......oovuuu | 7.0 ° Feb. 1978
Austria....... .. 3.75- Jan. 1979 Germany, Fed. Rep. of. 3.0 Dec. 1977 Sweden...... .. 6.5 July 1978
Belgium. ... . 6.0 ¢ July 1978 Italy ..ot ‘ 10.5 Sept, 1978 Switzerland. . ... ] 1.0 Feb., 1978
Brazil...... . 33.0  Nov. 1978 | Japan.. 3.5 - Mar. 1978 United Kingdom. . 14007 Feb 1979
Canada. .. . 11.25, Jan. 1979 MeEXICO. o vvi i [ 4.5  June 1942 Venezuela., . ....oovots 5.0 : Oct. 1970
Denmark. ............, 8.0 July 1977 Netherlands. ......... 6.5 ‘ Oct, 1978 |

Nort. Rates shown are mainly those at which the central bank either
discounts or makes advances against eligible commercial paper and:or
government securities for commercial banks or brokers. For countries with

3.27 FOREIGN SHORT-TERM INTEREST RATES

Percent per annum, averages of daily figures

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 ot its credit operations.

i ‘ 1978 1979
Country, or type 1976 | 1977 | 1978 L __ }
i : ‘ Sept ‘ Oct. | Nov Dec Jan. eb
T EUrOdollars . .o oo I 558 ., 6.03] 8.74 912 10.12 " 11,51 11.62 116 10.79
2 United Kingdom., . ....... 11,358 8.07 ‘ 9,18 9.29 10.44 12.00 | 12,28 12.61 | 13.28
JCanada. ..o i 9.349 7.47 | 8.52 9.08 9.68 10.37 i 10.44 10.87 10.94
4 GermMAaNY . oot e 4.19 4.30 ! 3.67 3.67 - 3.90 . 3.81 4.09 3.85 4.13
5 Switzerland . 1.45 | 2.56 | 0.74 0.58 | 0.24 0.20 0,22 0.05 0.13
6 Netherlands, 7.02 1 4,73 | 6.53 6.91 | 11.23 | §.86 10.25 8.69 7.42
A S T T 8.65 ! 9.20 8.10 7.40 7.37 7.06 6,59 6.55 6.83
B ltaly. oo 16.32 14.26 | 11.40 ' 10.94 . 10.99 11.17 11.24 .12 11.38
9 Belgium. 10.25 6.95 7.14 7.24 8.55 | 9,19 ‘ 9.28 8.93 8.23
10 Japan. . ..o 7.70 | 6.22 4.75 4,51 ) 4.44 I 4.78 4.76 4.52 ' 4.50
B i
NoTi. Rates are for 3-month interbank loans except for - Canada, over; and Japan, loans and discounts that can be called atter being held

finance company paper; Belgium, time deposits of 20 million franes and

3.28 FOREIGN EXCHANGLE RATES

Cents per unit of foreign currency

over g minimum of two month-ends.

[y

j ! 1978
Country/currency 1976 | 1977 1978 o _ _
Sept. Oct, Nov.
Australia/dollar . . ). 82 114.41 115.29 116.87 114.53
Austriafschilling. 5.5744 I ¢,0494 6.8958 7.0102 7.4526 7. 1808
Belgium/franc. .. 2.5921 2.7911 3.1809 3.2207 3.4503 3.3389
Canada/dollar. . 101 .41 94,112 87.729 85.739 84.540 85.244
Denmurk/krone. . ........ 16.546 16,658 18.156 18.411 19,584 19.025
|
Finland/markka.......... 25.938 24.913 24.337 24.586 25.454 24.932
France/franc............. 20.942 | 20.344 22.218 22.909 23.767 22.958
Germany/deutsche mark 39.737 43.079 49,867 50,778 54.430 52.508
Indiafrupee.............. 11,148 11.406 12,207 12,445 12.643 12.458
Ireland/pound....... 180.48 174.49 1 191.84 195.95 200.75 . 196.08
Italy/lira. .. . 11328 .11782 : .12050 L12317 . 11857
Japanjyen. . .. .37342 .47981 : 52656 .54478 . 52066
Malaysia/ringgit. 40. 620 43.210 43,603 45.627 45.415
Mexico/peso. ...... 4.4239 4,3896 4.3907 4.3904 4.3881
Netherlands/guilder. ... ... 40,752 46.284 46.733 50.017 48.512
New Zealand/doltar..... .. 96,893 ‘ 103.64 105.58 107.37 105.41
Norway/krone...... 18,789 19.079 19,189 20.325 19.736
Portugal/escudo. ... 2.6234 2.2782 2.1948 2.2342 2.1510
South Africafrand. . 114.99 ' 115.01 115.00 115.00 115.04
Spainfpeseta. . ........... 1.3287 1.3073 1.3605 1.4317 1.4051
Sri Lanka/rupee . 11.964 6.3834 6.3855 6.3757 6.4695
Sweden/krona. . . . . 22,383 22.139 22.592 23.349 22.856
3 Switzerland/franc......... L013 41.714 56.283 63,765 65.117 59.766
United Kingdom/pound.. I 180.48 ' 174.49 | 191,84 195.95 200.75 196.08
MEmo: |
United States/dollar!.... .. || 105.57 | 103.31 ‘ ........... 89.51 | 86.04 88.86
1

1979
Dec. } Jan. Feb.
114,15 | 114.04 113,12
7.2621 @ 7.3821 7.3510
3.3637 3.4276 3.4153
84,703 84,041 83.038
19.0063 19.487 19.423
24.957 25,252 25.186
23,178 23.570 23.395
53.217 | 54.056 53.862
12,174 1 12,185 12.124
198.61 200,53 200.42
11863 11955 11899
51038 .50571 49877
45,524 45,487 45,488
4.3950 4.4038 4.3952
49.120 50.082 49,856
105.45 | 105,64 105.32
19.574 19.730 19.610
2.1472 | 2.1358 2. 1065
115.01 114.96 16.76
1.4085 1.4293 1.4427
6.4700 6.4491 6.4439
22.808 22.987 22898
59.703 . 59.840 59,699
198.61 [ 200.53 200.42
88,52 87.77 88.25
1

Undex of weighted average exchange value ot U.S. dollar against cur-
rencies of other G-10 countries plus Switzerland. March 1973
Weights are 1972-76 global trade of each of the 10 countries.
revised as of August 1973, For description and back daca, see “Index of

100.
Series

transfers.

the Weighted-Average Exchange Value
page 700 of the August 1978 BULLETIN.

of the U.S. Dollar: Revision™ on

NoTe. Averages of certified noon buying rates in New York for cable



Business Finance A69

4,10 SALES, RIEVENUE, PROFITS, AND DIVIDENDS -Large Manufacturing Corporations

Millions of dollars

, 1976 1977 1978
Industry - 1976 ¢ 1977 . '

Q4 QI . Q2 [ Q¥ 1 Q4 Ql

Total (170 corps.) i ! .

Sales. o i 667,821] 748,757 180,462, 177.430° 190,302 180,384 200,641 194,193 1210.546 207,767
Total revenue. . 676,596 758,013; 181,546| 179, 4‘)()| 192,996; 182 488 203,033 '196.011 212,932 210,962
Profits before ta 71 ,HSS: 78,909] I8,587 18.874- 21,468 18,146 20,421 119,707 :22 684 20 817
Profits after taxe 37.854 8,113 9,056, 10,472 9.337. 8,989 9,693 1,599 10,422

MEMO: PAT unadjuste 36 ()I(n 38,391 9,340 9,107] 10,353 8.6561 10,075 9,684 11,585 10,521
Dividends. ... oo 14,4900 17,5320 4,371 3.840° 4,269 3.985 5.438 43060 4,556, 4,471

! |

b
&

g
3

DB L —

Nondurable goods industries (86 corps.):<

7 Sales . . e e '362,935" 404,1417 99 .926; 95.836! 101.035 97,144 110,126 104,522 11)9.310! LT, 760
8 Totul revenue, . . 368,184 409,601° 100,174 96,948 102,807; 98,232 111,614 105.877 110,824 113,607
9 Profits before taxe 42,694 45906 10,793 11,074  12,064" (1,195 11.573 1. 347 12,178 12,146
10 Profits after tuxes.......... 18,571, 22.284- 4,058 4,837 5,160 5,144 4.430 S.1370 0 5.729 5.517
11 Mimo: PAT unadjusted!....... 19,4680 19.768]  4,8068: 4,880, 5,224 5234 5249 5136 5.741:  5.536
12 Dividends......... 7,910 §.944 2,094 2,185 2,227 2.208: 2.264 2 2.481

402 24190

Durable goods industries (84 corps.):3 | . ) .
13 SAleS . o 304,886 344,6160 80,536  B81.594. 89,267, 83,240 90,515 89 671'1101,236 96,007

14 Total revenue., .. D 308,412 348,412 81,372, B82.548; 90,1891 84.256 91,419 r90 734 102 (08 97355
15 Profits before ta 200191 33,003 70794 7.800i 9.404i 6,951  B.848 18 360 110.506 8 670
16 Profits after taxes. ......... 16,136, 18.283 4,055: 4,219 5,312 4,193 4,559 4,556 5,370 4,905
17 Memo: PAT unadjusted!. ... ... . 16,548; 17,804 4,472 4,227 5.329 13,4220 4,826 4,548 5.844) 4 98S
18 Dividends, ... e 6,577 8,588 2,277 1,655 2,042 1,717 3,174 1.904! 2.137 1.990

Selected industries: i
L Food and kindred products (28 corps.): i i . \
19 SUICS . e 62,568 68,422 [ 701 15,903 16,7761 16,947 18,796 17,470 (8.763 19 301

20 Total revenue, . m 142 69,168 16,533 10, 155] 1701360 17,239 18.638 170860 190180 19490
21 Profits before taxes. . ""I 6,040 310 1,443 1.560  1.526 1,506 1.s3S {1767 1.802
22 Profits after tuxes. ....... Ao 2lgg0l 372 630 739 825 826, 782 839 967 982
23 Miso: PAT unadjusted . 3,013 3.309 734 746 835 836" 892 840 975 983
24 DIVIACNAS . oot e e e s )59 1,433 31g! 342, 352; 364" 375 397 300 409

Chemical and allied products (22 corps.):

25 SALES . 4 ve it et e e 64,125 70251 qq L4100 17,103 17,347 17,586 18.215 18,9301 19 981 19,880
26 Total revenue, 1 6418371 70.9061 16 6120 17.271, 17.526  17.743 18.366 19,117 20.143 20.086
27 Profits before 1 . 8.197]  8.530 Ty’gel 2,412 2,2900  2.062: 2,066 2353 21459 2 47%
28 Profits after taxes. « . o.veovnen... . 4,511 4.004 929 1. 192 1,2881 1,184 940 1334 [ 403 1,400
29 MEmo: PAT unadjusted ! ... 4,022 4,831 1,081 181 1,289 178 L83 1317 1.382f 1,389
30 DIVIEndS. . oo | 1,918 2,1806| "548| 514 539! 553 580 567 s§7 592

v Petroleum refining (15 corps.): ! ! :
31 Sales. o .veeii i 196,154 221,694 56,510 52,344 55,903, 51.593° 61.854  56.996 58.419 60,130

32 Total revenue. .. 199,688, 225.338 36,649 52 8‘)[‘ 57.0961 52,130 03.221 57.0695) 59,195 ol 418

33 Profits before taxe: 25 857| 28,144 6, 814‘ 6 746 7.396 6,818, 7.184 6.832i 7,020 7.248
34 Profits after taxe 9,555" 10,0720 2/085! 2,498 2,655 2,694, 2,225 6.615 2.828 2,840
5 Mimo: PAT unadjusted ! . . U 100168 10,684 2617 2 S0 2,708]  2,756' 2,674 2027 2847  2.86]
36 Dividends. ... ..ol ' 4,()8‘) 4.615 1,065 1()3 1,160 1. 166 1,126 1.247 1.239 1.282
 Primary metals and products (23 corps.): i ‘ :
37 Sales. ..o 54,044 s8.713] 13,119] 13.773, 15.573| 14,454 14,913 545" 17,560 17,348
38 Total revenue. .. 54,825 59,488 13,313 13, ‘)m\ 15.769; 14,630, 15,120 15 081  [7.822 17.093
39 Profits before taxes. . 2,814 1,476 576 460! 100 2391 677 1372 1275 1128
40 Profits after taxes. . .. 1,652 1.579 127 260 236 493 290 173 794 066t
41 MeMo: PAT unadjusted!, ..o onn 1,947 1,474, 400, 274. 453 287 360 183 810 711
42 Dividends. . ... 926 1,088] 251 234 246 2(.(,i 342 2261 23y 242
| ; : ! ;
{‘Machinery (27 corps.): : | ‘ |
43 SleS . . 87,274] 96,820 24,059 22.727! 24,380 24.317 25,396 25.472 27 85T 27.848
44 Total revenue. e P 88 ,5190 98 380 24,4060 23 051 24,702 24.767 25,860 25,831 [ 27,977 28,174
45 Profits before ta . ,3200 13,1588 3,370, 2.900 3,318 3.264.  3.676 3,209;  3,996;  }.458
46 Profits after taxes. . 6 1811 7158 1,837, 1,573 1 ‘305‘ 1,771, 2,009 I, 749! 2270 1.974
47 MiMo: PAT unadj Cee R (),202' 7.204 1,864 1,571 1,804! l, 787. 2,047 1.748 2.254 2.015
48 Dividends. .. ... 2,383 3.495 663] 712 767 702 1,314 823 892, 821
i ! B N
“Motor vehicles and equipment (9 corps.): ! l |
49 Sales............. 107,563 127,049 28,208 31,069 33,502 28,8351 33,643 32834 738,055 31.982
50 Total revenue, 108,394 (27,8161 28,250 31,350 33.716 29, 104! 33,646 33,127 38,3015 32,298
51 Profits before ti 8,909 10,738 2,087 2.988 3,489 1,575 2,686 2,986 1.178! 1,665
52 Profits after taxes. . 4,870 5,747 1,166 1.599 1.914 892 1,342 1.054 1.640 901
53 Memo: PAT unadj .. 4,918 5.861 1,219 1.603 1,926: 898: 1,434 1,648 1.637) 901
54 Dividends. ......... ... oo il 2,062 2.607 983 392 698 413i 1,104 47.3| 620, 477
: |
L Profits after taxes unadjusted are as reported by the lndnullml coni- of returns, allowances, and discounts, and exclude excise taxes paid di-
panies. These data are not adjusted to elimimate ditferences 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 Includes 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

Note. Data are obtained from published reports of companies and shown) include federal, state and local government, and foreign,
reports made to the Securities and Fxchange Commission. Sales are net Previous series Jast published in June 1972 Bernitiy, p. A-S0.
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DoNat v J. WINN, Special Assistant to the Board the Bourd
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(IVI(I,(I.I)’ Rll l*(‘/\llIS(l s ls)unnu_; - N Officer
JOIRIVELLH . GARWOOD, Deputy Secretary 1. CorTLAND G. PERET, Associate Research
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Federal Reserve Banks,

Branches, and Offices

FEDERAL RESERVE BANK.

Chairman

President

Vice President

branch. or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON* .............. 02106 | Robert M. Solow Frank E. Morris
Robert P. Henderson James A. McIntosh
NEW YORK* .......... 10045 Robert H. Knight Paul A. Volcker
Boris Yavitz Thomas M. Timlen
Buttalo ............... 14240 | Frederick D. Berkeley John T. Keane
PHILLADELPHIA ... .. 19105 | John W. Eckman David P. Eastburn
Werner C. Brown Richard L. Smoot
CLEVELAND* ... ... 44101 Robert E. Kirby Willis J. Winn
Arnold R. Weber Walter H. MacDonald
Cincinnati ............ 45201 | Lawrence H. Rogers, I Robert E. Showalter
Pittsburgh ............ 15230 | G. Jackson Tankersley Robert D. Duggan
RICHMOND* ..........23261 | E. Angus Powell Robert P. Black
Maceo A. Sloan George C. Rankin
Baltimore............. 21203 | 1. k. Killiun Jimmie R. Monhollon
Charlotte ............. 28230 | Robert E. Elberson Stuart P. Fishburne
Culpeper Communications
and Records Center . 22701 Albert D. Tinkelenberg
ATLANTA o000 30303 | Cliftord ML Kirtland, Jr. Monroe Kimbrel
William A. Fickling. Jr. Kyle K. Fossum
Birmingham .......... 35202 | William H. Martin, Jr. Hiram J. Honea
Jacksonville ... ..32203 | Copeland D Newbern Charles B. East
Miami ......... .. 33152 Castle W. Jordan F. J. Craven, Jr.
Nashvitle ... ..37203 | Cecelia Adkins Jetfirey J. Wells
New Orleans ..., 70161 Levere C. Montgomery George C. Guynn
CHICAGO* ... ...... 60690 | Robert H. Strotz Robert P. Mayo
John Sagan Daniel M. Doyle
Detroit................ 48231 | Jordan B. Tatter William C. Conrad
ST LOUIS ... 63166 | Armand C. Stalnaker Lawrence K. Roos
William B. Walton Donald W. Moriarty
Little Rock ........... 72203 | G. Larry Kelley John F. Breen
Louisville ....... 40201 1 James F. Thompson Donald L. Henry
Memphis ... BIO1 | Frank A. Jones. Jr. L. Terry Britt
MINNEAPOLIS ........ 55480 | Stephen F. Keating Mark H. Willes
William G. Phillips Thomas E. Gainor
Helena................ 59601 Patricia P. Douglas John D. Johnson
KANSAS CITY ........ 64198 | Harold W. Andersen Roger Guttey
Joseph H. Williams Henry R. Czerwinski
Denver ... ... 80217 | AL L. Feldman Wayne W. Martin
Oklahoma City....... 73125 | Christine H. Anthony William G. Evans
Omaha ........... ... 68102 | Durward B. Varner Robert D. Hamilton
DALLAS .............. 75222 | lrving A. Mathews Ernest T. Baughman
Gerald D. Hines Robert H. Boykin
El Puaso. ..o .. 79999 | A J. Losee Fredric W. Reed
Houston ......... 77001 | Gene M. Woodtin J. Z. Rowe
San Antonio 78295 | Pat Legan Carl H. Moore
SAN FRANCISCO ... .. 94120 | Joseph F. Alibrandi John J. Balles
Cornell C. Maier John B. Williams
Los Angeles.......... 90051 | Caroline L.. Ahmanson Richard €. Dunn
Portland .............. Y7208 | Loran L. Stewart Angelo S, Carella
Salt Lake City ..84125 1 Wendell J. Ashton A. Grant Holman
Seattle ... Gerald R. Kelly

08124

Iloyd E. Cooney

= Additional offices of these Banks are located at Lewiston, Maine 04240: Windsor Locks, Connecticut 06096; Cranford,
New Jersey 07016; Jericho, New York 11753, Utica at Oriskany, New York 13424, Columbus, Ohio 43216; Columbia, South
Carolina 29210; Charleston, West Virginia 25311 Des Moines, Towa 50300: 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, Washingron, 13.C. 20551. Where

a charge is indicated, remittance should accompany

THE  PEDERAL  RESERVE  SYSTEM--PURPOSES  AND
FuncTions. 1974, 125 pp.

ANNUAL REPORI.

Feperat. RESERVE Burnikning Monthly. $20.00 per
year or $2.00 cach in the United States, its posses-
stons, Canada, and Mexico; 10 or more of same
issuc to one address, $18.00 per year or $1.75
cach. Elsewhere, $24.00 per ycar or $2.50 cach.

BANKING AND MONETARY STATISIICS, 1914-1941,
(Reprint of Part 1 onty) 1976. 682 pp. $5.00.

BANKING AND MONLTARY STAatLIstes, 1941-1970,
1976. 1,168 pp. $15.00.

ANNUAL STATISTICAL DIGEST, 1971-75. 1976. 339 pp.
$4.00 per copy for cach paid subscription to Fed-
eral Reserve Bulletin. All others, $5.00 cach.

ANNUAL STATISTICAL DIGEST, 1972-76. 1977. 388 pp.
$10.00 per copy.

ANNUAL STALISTICAL DIGEST. [973 -77. 1978. 361 pp.
$12.00 per copy.

Feperar REsERVE CHarRT Book. Issued four times a
year in February, May. August, and November
Subscription includes one issue of Historical Chart
Book. $7.00 per year-or $2.00 cach in the United
States, its possessions, Canada, and Mexico. Else
where, $10.00 per year or $3.00 cach.

Historicar CHarRT Book. Issued annually in Sept.
Subscription to Chart Book includes one issue.
$1.25 cach in the United States, its possessions,
Canada, and Mexico; 10 or more 1o one address,
$1.00 each. Elsewhere, $1.50 cach.

Cariral MArRkeT DEVELOPMENTS. Weekly. S15.00 per
vear or $.40 cach in the United States, its posses-
sions, Canada, and Mcexico; 10 or more of same
issue to one address, $13.50 per year or $.35 cuch.
Lilsewhere, $20.00 per vear or $.50 cach.

SELECTED INTEREST AND EXCHANGE RATES-—WEEKILY
SERIES oF CHarys. Weekly, $15.00 per year or
$.40 cach in the United States, its possessions,
Canada, and Mexico; [0 or more of samie issue
o one address, $13.50 per vear or $.35 cach.
Elsewhere, $20.00 per year or $.50 cach.

Ture FEDERAT RESERVE ACT, us amended through De
cember 1976, with an appendix containing provi-
sions of certain other statutes aflecting the Federal
Reserve System. 307 pp. $2.50.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE
FrpERAL RESERVE SYSTEM

PUBLISHED INTERPRETATIONS OF 1HE BoaRD o1 Gov-
ERNORS, as of June 30, 1978. $7.50.

INpDUSTRIAL PRODUCTION 1976 EbpLToN. 1977, 304
pp. $4.50 cach: 10 or more w one address, $4.00
cach,

request and be made payable to the order of the Board
of Governors of the Federal Reserve System. Remit-
tance from foreign residents should be drawn on a U.S.
bank. (Stamps and coupons are not accepted.)

BANK CREDIT-CARD AND CHECK CREDET PLANS. 1968.
102 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 o one address, $.85
cach.

REPORT OF THE JOINT TREASURY-FEDERAL. RESERVE
StTuny oF THE U.S. GOVERNMENT SECURITIFS
MARKET. 1969. 48 pp. $.25 cach: 10 or more 1o
one address, $.20 cach.

JOINT TREASURY-FEDERAL RESERVE Stupy oOF rHE
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 Parrt 3. 1973, 131 pp. Each volume $1.00;
10 or more to one address, $.85 cach.

OrEN - MARKET POLICIES  AND  OPERATING  PROCE-
DURES: -Srtary Sruptes. 1971, 218 pp. $2.00
cach; 10 or more to one address, $1.75 cach.

REAPPRAISAL OF THE FEDERAL RESERVE DISCOUNI
MEcCHANISM. Vol. 1. 1971. 276 pp. Vol. 2. 1971.
173 pp. Vol. 3. 1972, 220 pp. Each volume $3.00;
10 or more 10 one address, $2.50 cuch.

THE ECONOMETRICS OF PRICE DETERMINATION CON-
FERENCE, October 30-31, 1970, Washington, D.C.
1972. 397 pp. Cloth ed. $5.00 cach; 10 or more
o one address, $4.50 cach. Paper ed. $4.00 cach;
10 or more to one address, $3.60 cach.

FEDERAL RESERVE STAFF STUDY: WAYS 10O MODERATE
FrucruattoNs IN HOousiING  CONSTRUCTION.
1972, 487 pp. $4.00 cach: 10 o1 more 10 one
address, $3.60 cach.

LENDING  FUNCTIONS  OF  THE FEDERAL  RESERVE
Banks. 1973, 271 pp. $3.50 cach: 10 or more
to one address, $3.00 cach.

[MPROVING I'HE MONETARY AGGREGATES (Report of the
Advisory Comunittee  on Monctary — Statistics ).
1976. 43 pp. $1.00 cuch: 10 or more 1o one
address, $.85 cach,

ANNUAL PERCENTAGE RAaTr Tasres (Truth in Lend-
ing—Regulation Z) Vol 1 (Regular ‘Transactions),
1969. 100 pp. Vol. Il (Irregular Transactions).
1969. 116 pp. Each volume $1.00, 10 or more
of same volume 1o one address, $.85 cuch.

FEDERAT RESERVE MEASURES OF CApPaciry aNnD Ca-
pacny Uninizartion. 1978, 40 pp. $1.75 cach,
1O or more to one address, $1.50. cach.

THE BANK HOLDING COMPANY MOVEMENT 10 1978:

A CoMpeNDIUM. 1978, 289 pp. $2.50 cach, 10
or more to one address. $2.25 cach.

IMPROVING  THE MONETARY  AGGREGATES:  STAFF
Parirs. 1978, 170 pp. $4.00 cach, 10 or more
to one address, $3.75 cach.

1977 CoNsuMER CREDIT SURVEY. [Y78. [19 pp. $2.00
cach.
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CONSUMER EDUCATION PAMPHLETS

(Short pamphtets suitable for clussroom use. Multiple
copies avditable without charge.)

CONSUMER HANDBOOK TO CREDIT PROTECTION [LAwS

THE EQUAL CREDIT OPPORTUNITY ACT AND . . . AGE

THre BEQuAl CREDIT OPPORTUNITY ACT AND
CREDIT RIGHTS IN HOUSING

THE EQUAL CREDIT OPPORTUNITY AC1 AND
DocTors, LAWYERS, SMALL  RETAILERS. AND
OTHERS WHO MAY PROVIDE INCIDENTATI CREDIT

THrE EQUAL CREDIT OPPORTUNIIY ACT AND
WOMEN

Fair CREDIT BIL1LING

A GUIDE 1O FEDERAL RESERVE REGULATIONS

How 10 FiLk A CONSUMER CREDIT COMPLAINT

Ir You Borrow To Buy Si1ock

[+ You Usr A CreDIT CARD

TRUTH IN LEASING

U.S. CURRENCY

WHAT TRUTH IN LLENDING MEANS 10 YOU

STArE STUDIES
Studies and papers on economic und finuncial subjects
that are of generul interest.

Summaries Only Printed in the Bulletin

(Limited supply of mimeographed copies of full text
available upon request for single copies.)

STRUCTURE AND PERFORMANCE STUDIES IN BANKING:
A SUMMARY AND Livaruarnon, by Stephen AL
Rhoades. Dec. 1977. 45 pp.

AN ANALYSIS OF FEDERAL RESERVE ATIRITION SINCE
1960, by John 'T'. Rose. Jun. 1978, 44 pp.
PROBLEMS IN APPI YING DISCRIMINANT ANALYSIS IN
CREDIT SCORING MODELS, by Robert AL Eisenbeis.

Jan. 1978. 28 pp.

ExTERNAL  CApPITAL  FINANCING REQUIREMENTS  OF
COMMERCIAL BaNKs: 1977-81, by Gerald A. Han-
week and John J. Mingo. Feb. 1978, 34 pp.

MORTGAGE BORROWING AGAINST EQUITY IN EXISTING
HOMES: MEASUREMENT, GENERATION, AND IM-
PLICATIONS FOR LCONOMIC ACTIVITY, by David F.
Seiders. May 1978. 42 pp.

THE BEHAVIOR OF MEMBER BANK REQUIRED RESERVE
RATIOS AND THE ErFrecTs or BOARD ACTION,
1968 77, by Thomas D. Simpson. July 1978, 39
pp.

FOOTHOLD ACQUISITIONS AND BANK MARKET SrRUC-
TURE, by Stephen A, Rhoades and Paul Schweit-
zer, July 1978. 8 pp.

INTEREST RATE CEILINGS AND DISINTERMEDIATION, by
Edward F. McKelvey. Sept. 1978, 105 pp.

THE RELATIONSHIP BEIWEEN RESERVE RATIOS AND
I'HE MONETARY AGGREGATES UNDER RESERVES
AND FEDFRAT FUNDS RATE OrERATING TARGETS,
by Kenneth J. Kopecky. Dec. 1978, 58 pp.

TiE INS BEIWEEN THE GRANITING OF CREDIT AND
SALES OF INSURANCE BY BANK HOLDING CoMpa
NIES AND OTHER LENDERS, by Robert A Eisenbeis
and Paul R. Schweitzer. Feb. 1978, 75 pp.

Printed in Full in the Bulletin

Staff Studies shown under “*Reprines.

REPRINTS

(Except for Staff Papers. Staff Studies, and some
feading articles. most of the articles reprinted do not
eaceed 12 pages.)

MEASURES OF SECURITY CREDIT. 12/70.

REVISION OF BANK CREDII SERIES. 12/71.

ASSETS AND LIABILITIES OF FOREIGN BRANCHES OF
U.S., BaNks. 2/72.

BAaNK DEBITS, DEPOSITS, AND DEPOSIT TURNOVER
REVISED SeRries. 7/72.

YiEL DS ON NewLy IssueD CORPORATE BONDS. 9/72.

RECENT ACTIVITIES OF FOREIGN BRANCHES OF U.S.
BANKS. 10/72.

REVISION OF CONSUMER CREDIT Starisries. 10/72.

ONE-BANK HOLDING COMPANIES BLEFORE THE 1970
AMENDMENTS. 12/72.

YIEL DS ON RECENTLY OFFERED CORPORATE BONDS.
5/73.

RATES ON CONSUMER INSTALMENT LOaNS. 9/73.

NEW SERIES FOR LARGE MANUFACTURING CORPORA
rons. 10/73.

U.S. ENERGY Suppriks aND Uskes, Sraff Economic
Study by Clayton Gehman. 12/73.

THE STRUCTURE OF MARGIN CrREDIT. 4/75.

NEW STATISTICAL SERIES ON LOAN COMMITMENTS AT
SELECTED LARGE COMMERCIAL. BANKS. 4/75.

RECENT TRENDS IN FEDERAL BuDGET Poticy. 7/75.

RECENT DEVELOPMENTS IN INTERNA ITONAL FINANCIAL
MARkKETS. 10/75.

MINNIE: A SMALL VERSION OF THE MIT-PENN-SSRC
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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

ACCEPTANCES, bankers, 11, 25, 27
Agricultural loans, commercial banks, 18, 20-22, 26
Assets and liabilities (See also Foreigners):

Banks, by classes, 16, 17, 18, 20-23, 29

Domestic finance companies, 39

Federal Reserve Banks, 12

Nonfinancial corporations, current, 38
Automobiles:

Consumer instalment credit, 42, 43

Production, 48, 49

BANKERS balances, 16, 18, 20, 21, 22
(See also Foreigners)
Banks tor cooperatives, 35 o
Bonds (See also U.S. Government securities):
New issues, 36
Yields, 3
Branch banks:
Assets and labilities of foreign branches of U.S.
banks, 56
Liabilities of U.S. banks to their foreign
branches, 23
Business activity, 46
Business expenditures on new plant and
equipment, 38
Business loans (See Commercial and industrial
loans)

CAPACITY utilization, 46
Capital accounts:
Banks, by classes, 16, 17, 19, 20
Federal 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 liabilities, 3, 15-19, 20-23
Business loans, 26
Commercial and industrial loans, 24, 26
Consumer loans held, by type, 42, 43
Loans sold outright, 23
Number, by classes, 16, 17, 19
Real estate mortgages held, by type of holder and
property, 41
Commercial paper, 3, 24, 25, 27, 39
Condition statements (See Assets and liabilities)
Construction, 46, 50
Consumer instalment credit, 42, 43
Consumer prices, 46, 51
Consumption expenditures, 52, 53
Corporations:
Profits, taxes, and dividends, 37
Sales, revenue, profits, and dividends of large
manufacturing corporations, 69
Security issues, 36, 65
Cost of living (See Consumer prices)
Credit unions, 29, 42, 43
Currency and coin, 5, 16, 18
Currency 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, 17, 19, 20-23, 29
Federal Reserve Banks, 4, 12
Subject to reserve requirements, 15
Turnover, 13
Discount rates at Reserve Banks (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 37, 69

EMPLOYMENT, 46, 47
Euro-dollars. 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 ownership of gross debt, 32
Receipts and outlays, 30, 31
Treasury operating balance, 30
Federal Financing Bank, 30, 35
Federal funds, 3., 6, 18, 20, 21, 22, 27, 30
Federal home loan banks, 35
Federal Home Loan 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, 12
Discount rates (See Interest rates)
U.S. Government securities held, 4, 12, 13, 32, 33
Federal Reserve credit, 4, 5, 12, 13
Federal Reserve notes, 12
Federally sponsored credit agencies, 35
Finance companies:
Assets and liabilities, 39
Business credit, 39
Loans, 20, 21, 22, 42, 43
Paper, 25, 27
Financial institutions, loans to, t8, 20-22
Float, 4
Flow of funds, 44. 45
Foreign:
Currency operations, 12
Deposits in U.S. banks, 4, 12, 19, 20, 21, 22
Exchange rates, 68
Trade, 55
Forcigners:
Claims on, 60, 61, 66, 67
Liabilities to, 23, 56-59, 64-67

GOLD:

Certificates, 12

Stock, 4, 55
Government National Mortgage Assn., 35, 40, 41
Gross national product, 52, 33
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HOUSING, new and existing units, 50

INCOME, personal and national, 46, 52, 53
Industrial production, 46, 48
Instalment loans, 42, 43
Insurance companies, 29, 32, 33. 41
Insured commercial banks, 17, {8, 19
Interbank deposits, 16, 17, 20, 21, 22
Interest rates:
Bonds, 3
Business loans of banks, 26
Federal Reserve Banks, 3, 8
Foreign countries, 68
Money and capital markets, 3, 27
Mortgages, 3, 40
Prime rate, commercial banks, 26
Time and savings deposits, maximum rates, 10
International capital transactions of the United
States, 56-67
International organizations, 56 61, 64 -67
Inventories, 52
Investment companies. issues and assets, 37
Investments (See also specific types of investments):
Banks, by classes, 16, 17, 18, 20, 21, 22, 29
Commercial banks, 3, 15, 16, 17, 18
Federal Reserve Banks, 12, 13
Life insurance companies, 29
Savings and loan assns., 29
[.ABOR force, 47
Life insurance companies (See Insurance
companies)
Loans (See also specific types of loans):
Banks. by classes, 16, 17, 18, 20- 23, 29
Commercial banks, 3. 15-18, 20-23, 24, 26
Federal Reserve Banks. 3.4, 5. 8, 12, 13
Insurance companices, 29, 41
Insured or guaranteed by United States, 40, 41
Savings and loan associations, 29

MANUFACTURING:
Capacity utilization, 46
Production. 46, 49
Margin requirements, 28
Member banks:
Assets and liabilities, by classes. 16, 17, 18
Borrowings at Federal Reserve Banks, 5, 12
Number, by classes, 16, 17, {9
Reserve position, basic, 0
Reserve requirements, 9
Reserves and related items, 3.4, 5, 15
Mining production, 49
Mobile home shipments, 50
Monetary 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 companices)
Mutual savings banks, 3. 10, 20-22, 29, 32, 33, 41

NATIONAL. banks, 17, 19
National defense outlays, 31
National income, 52
Nonmember banks, 17, 18, 19

OPEN markel transactions, 11

PERSONAL income, 53
Prices:
Consumer and wholesale, 46, S|
Stock market, 28
Prime rate, commercial banks, 20
Production, 46, 48
Profits, corporate, 37, 69

REAL 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, 18, 20, 21, 22
Federal Reserve Banks, 12
Member banks, 3, 4, 5, 15, 16, 18
U.S. reserve assets, S5
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, selected assets, 29
Securities (See also U.S. Government securities):
Federal and Federally sponsored agencies, 35

Foreign transactions, 65
New issues, 36
Prices, 28
Special Drawing Rights, 4, 12, 54
State and local govts.:
Deposits, 19, 20, 21, 22
Holdings of U.S. Government securities, 32, 33
New security issues, 36
Ownership of sccurities of, 18. 20, 21, 22, 29
Yields of sccurities, 3
State member banks, 17
Stock market, 28
Stocks (See ulso Sccurities):
New issuces, 36
Prices, 28

TAX receipts, Federal, 31

Time deposits, 3, 10, 13, 15, 16, 17, 19, 20, 21,
22,23

‘T'rade, foreign, 55

Treasury currency, Treasury cash, 4

Treasury deposits, 4. 12, 30

Treasury operating balance, 30

UNEMPLOYMENT, 47
U.S. balance of payments. 54
U.S. Government balances:
Commercial bank holdings, 19, 20, 21, 22
Member bank holdings, 15
Treasury deposits at Reserve Banks. 4, 12, 30
U.S. Government securities:
Bank holdings, 16, 17, 18, 20, 21, 22, 29,
32, 33
Dealer transactions, positions, and financing, 34
Federal Reserve Baok holdings, 4, 12, (3, 32, 33
Foreign 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, 3, 27
Yiclds, 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

c Corrected

e Estimated

p Preliminary

r Revised (Notation appears on column head-

ing when more than half of figures in that
column are changed.)

* Amounts insignificant in terms of the last
decimal place shown in the table (for
example, less than 500,000 when the
smallest unit given is millions)

General Information

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

**U.S. government securities’® may include guaran-
teed issues of U.S. government agencies (the flow of
funds figures also include not fully guaranteed issues)

STATISTICAL RELEASES

(4] Calculated to be zero

n.a. Nat available

n.e.c. Not elsewhere classified

IPCs Individuals, partnerships, and corporations
REITs Real estate investment trusts

RPs Repurchase agreements

SMSAs  Standard metropolitan statistical areas

...... Cell not applicable

as well as direct obligations of the Treasury. ‘‘State
and local government’’ also includes municipalities,
special districts, and other political subdivisions.

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

List Published Semiannually, with Latest Bulletin Reference

Anticipated schedule of release dates for individual releases ...........................
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